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IN. THE HOUSE OF;R~PRESENTATIVE8 

J t7NlII 21, 1932 

Mr. RAYBURN introduced the following bill; which was referred to the Cpni.· . 
mittee on Interstate and Foreign Commerce and ordered to be printed i I 

A BILL', 

. , -. 

To rpgnlnh> the transportation of passengers and property in 

, intprstate amI torpign eom~prre by motor carriers oppratin~ 
;'~tn the publio highways, and for othpr purposes..' .', I 

1 Be it enacted by the $enate and Bouse of Representa-

2· tives of the United Statell of America in Oongress assembled, 

3 

4 

DEFINITIONS, 

SECTION 1. (a) As used in this.Act- , . 

I) (1) The ferm' .. corporation" means a corporation, 
• • 

6 company, association, or joiiit-stork association, 
-- --

& , 

7 . (2) The te11U" 'perso~ ,. m,eans an ind,il'idual, firm, or 

tt copartnership. 



<., :.l;.:.;~;;~~3f··:rhe tenn .. board" or " State board'" means the 
• 

2 commission, board, or official (by whatever name desig

~ nated in the laws of a State) which, UIider the laws of any . ' 

4 State in which any part of the service in interstate or for-

5 eign commerce regulated by this Act is to be perfonne<1, 

6 has or niay hereafter have jurisdiction to grant or approve 

. 7 certificates of public convenience and necessity or other 
• 
8 fonn of permit to common or private carriers by motor 

9 vehicle, or otherwise to regulate transportation by motor 

10 vehicle, in intrastate comnierce over the public highways 

11 Of such State. 

12 ( 4) The tenn "commission" means the Interstate 

13 Commerce Commission. 

14 (5) The tenn "certificate" means a certificate of ., , 

15 public convenience and necessity issued under this Act to 

16 common carriers of passengers by motor vehicle. 
, . 

17. ( 6) The tenn " permit" means a permit issued under 

11) this Act to private carriers of passengers by motor vehicle 
• 

19 and to common and private carriers· of property by motor 

20 vehicle. 

21 (7) The' tenn Of interstate or foreign commerce" 

22 means commerce between any plai~ in a State and any 
. ~; -. . 

23 place outside thereof; or 'betw~n pofuts within the same 
I • 

24 State but ,through any place outside thereof. 
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1 (8) The term "public highway" includes the public 

2 roads, highways, streets, and ways in any State. 

S (9) The" term" motor vehicle" means any vehicle, 

4 machine, or trailer propelled or drawn by any power other 

5 than muscular power and used upon the public highways 

6 for the transportation of passengers or property, but, does 

7 not include any vehicle, locomotive, or car operated on & 

fI rail or rails. 

9 (10) The term "State" means any of the several 

10 States and the District of Columbia. 

11 ( 11) The term "common carrier by motor vehicle" 

12 includes any carrier of. passengers or property by motor 

1l:J vehicle for compensation in interstate or foreign commerce 

14 which undertakes or offers to transport passengers or prop-

15 erty for the general public. 

1& (12) The term" private carrier by motor vehicle" 

17 means any carrier by motor vehicle regularly engaged in 

18 the business of traruporting passengers or property for 

19 compensation inlnterstate or foreig!,. commerce under a 

20 contract, agreement, or arrangement, and which does not 
• 

21 undertake or offer to transport passengers or property for 

22 the general public: Provided, That this shall not inclnde a 

23 ea<;ual or verbal contract for the carrying of ten persons or 

2-1 less on a single trip. 
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j! (13) The term "motor carrier" includes both a 

:t common carrier by motor vehicle and a private carrier by 

,:t· motor vehicle. 

4, (0) Nothing in this Act shall be construed to include 

5. U) motor vehicles employed solely in transporting school 

6, '. children and teachers; or (2) taxicabs, or other motor 

~ vehicles ,performing a similar service, having a capacity of 

8 not more than six passengers and not operated on a regular 

9 route ,or between fixed termini; or (3) motor vehicles 

10 owned or operated by or on behalf of hotels and used 

1] . exclusively for the transportation of hotel patrons between 

12: ,hotC?1s and local railroad or ot~er common carrier stations; 

13, ,or: (4) motor vehicles operated, under authorization, regula-

14; . tion, and control of the Secretary of the Interior, principally 

15 for the purpose of transporting persons in, into, and about 

16 the natio~ parks and national monuments. 

17 ;.,' GENERAL DUTIES' AND POWERS (OF THE COMMISSION 

18 SBC. 2. (a) It shall be the duty of the commission-

19 (1) To supervise and regulate common carriers of 

:W, passengers by motor vehicle as provided in this Act, and to 

:H,. ~hat end the com.miSsion may es~blish reasonable require-

22 ' ments with respect to continuous and adequate service, trans

~3 pOrtatiOB of baggage, a uniform system o! accounts, records, 

:.'-1 and reports, {Jreservation of records, comfort of passengers, 



/') 

J and pick.:up and delivery points whether on regular routes or 

2 within defined localities or districts; . 

3 (2) Toadrnjnjsrer all other provisions tif'this- Act relli-

4 tive to motor carriers, and to prescribli rules and regulations 

II for such administration; and 

f) (3) To inquire into the management of the busineSs 

7 of motor carriers, to keep itself informed as to the manner 

8 and method in which the same is conducted, and to transmit 

9 to Congress, from time to time, such recomlnendatioll5 as to· 

10 additional lcgislation relating to such carriers as the com.! 

11 mission may deem necessary. .. : 

12 (b) No operator of any motor vehicle used as a com.! 

I !J mon carrier in interstate or foreign commerce ovel' -fixed 

14 routes or between fixed termini shall be required' or per~ 

15 mittcd by any motor carrier, its officers ora~ents, to be or 

10 remain on duty for a longer period than eight consecutive 

17 hours. Whene\'cr any such operator ehall have been con .. 

18 tinuously on duty for eight hours, he shall be rclieved and 

19 uot rel}uired orpennitted again to go on duty until he has 

2~ had at lcast eight consecutive hours off duty. No I such 

21 operator who has been on duty eight hours in the aggrt'gate 

22 in any twcnty-folll'-hour period shall be requinld or per..; 

2S mitted to continue or 8gainttO on duty without having had 

24 at least eight COnseCUti\"'6 hours off duty. The provisions 



1 of this paragraph shall not apply to the operators of wreck-

2 ing or relief motor vehicles nor in any case of casualty or 

3 unavoidable accident or act of God, nor where the delay was 

·4 the result of a cause not known to the motor carrier or its 

5 officer or agent in charge of such operator at the time said 

6 operator left a terminal, and which could not have been 

7 foreseen. 

f' Upon complaint in writing to the commission by any 

9 person, corporation, or State board, alleging a failure by any 

10 motor carrier to comply with any provision of this Act, or 

11 with any requirement established pursuant thereto, or 

12 npon its own initiative without complaint, the commission 

13 may, after notice and hearing, investigate any such matter . 
. ~ 

14 If the commission finds upon any such investigation that the 
. , 

15 motor carrier has failed to comply with any such provision 
< ~ -

16' or requirement, the commission shall issue an appropriate 
- - . 

17 order to compel the ~arrier to comply with such provision or 

IS requirement. 

19 (d) After a decision, order, or requirement has-been 

20 made by the comrnis$ion in any proceeding under this Act, 
t· .... 

21 any party thereto may at any time make ap~lication to the 

22 commission for rehearing of the same, or of any matter deter-

23 mined therein, and it sNaIl' be lawful for the commission in 

24- its discretion to grant such a rehearing if sufficient reason 

25 therefor be made to appear. Applications for rehearing 



1 shall be governed by such general rules as the commission 

2 may establish. No such application shall ex('use any motor 

3 carrier from complying with or obeying any decision,. order, 

4 or requirement of the commission, or operate in any manner 

I) to stay or postpone the enforcement thereof, without the 

6 I!pecial order of the commission. If, after such rehearing and 

7 the consideration of all facts, including those arising ,since 

8 the former hearing, it shall appear that the original decision, 

9 order, or requirement is in any respect unjust or unwar-

10 ranted, the commission may reverse, change, or modify the 

11 same accordingly. Any decision, order, <lr requirement 

12 made after such rehearing shall be subject to the same provj.~ 

13 sions as an, original decision, order, or requirement. 

14 ADMINISTRATION OF THE ACT 

15 SEC. 3. (a) Exceptin case of a matter which is referred 

16 to a joint board as provided in subdivision (c), any matter 

17 arising under the. administration. of this Act shall be heard 

18 and decided by the commission, or shall, by order of the 

19 commisliion, be referred to a member or examiner of the 

20 cQmmisliion for hearing and the recommendation of an appro-

21 priate ,order thereon. With respect to such matter the 

22 member or examiner shall have all the rights, duties, powers, 

23 and jurisdiction conferred by this Act upon the commission, 

24. except the power to make the final order thereon. Any 

2i' order recommended by the member or eX8mi~er with respect 
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1 to such matter shall be in writing and be accompanied by 

2 the reasons therefor, and shall be filed with the commission. 

S Copies of such recommended order shall be served upon the 

4 persons specified in subdivision (g), who may file exceptions 

5 thereto, but if no exceptions are filed within twenty days 

6 after service upon such persons, such recommended order 

7 shall become the order of the commission and become 

8 effective, unless within such period the order is stayed or 

9 postponed by the commission. Where exceptions are filed 

10 as herein provided it shall be the duty of the commission to 

(1 • consider the same and, if sufficient reason appears therefor, 

12'·' the commission shall grant such review or make such orders 

13 or hold or authorize such further hearings or proceedings in 

14 the premises as may be necessary or proper to carry out the 

15 purposes of this Act; or the 'commission may, on its o~n 

16 motion, review any such matter and take action thereon as .. , .. , 

17 if exceptions thereto had been filed as herein provided: 

18 (b) lIearings by any member or examiner of the 

19 commission or by any joint board upon any matter referred 

2G ': under this Act shall, be held at such convenient places 

21 
, 

within the United States 3S the commission may by rule or 

22 order direct: 

23 ' (c) The commission 'shan, when operations of com-

24 mOD carriers of passengers by motor vehicle conducted or 

2b propos~d to be conducted involve not more than three . . 
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1 States, and the commission may, in its discretion, when 

2 operations of such carriers conducted or proposed to be 

3 conducted involve more than three States, refer to a joint 

4 board for hearing and recommendations of appropriate order 

5 thereon, any of the following matters arising under the 

6 administration of this Act with respect to such operations: 

7 Applications for the issuance of certificates of public con- . 

8 venience and necessity (except in so far as the action upon 

9 such applications is based solely upon answers to question-

10 naires and information furnished to the commission, as 

11 provided in section 5 (b» and the suspension, change, or 

12 revocation of such certificates; applications for the approval 

13 and authorization of consolidations, mergers, purchases, 

14 leases, operating contracts, and acquisitions of control under 

15 section 9; complaints as to violations by such carriers of the 

16 requirements established under section 2 (a) (1) ; complaints 

17 as to rates, fares, and charges of such carriers other than 

18 joint rates of such carriers in conjunction with carriers by 

19 railroad or by water; and the approval"of surety bonds or 

20 policies of insurance for the protection of the publio required 

21 on the issuance of a certificate application for which is 

22 referred to a joint board. 

:!3 (d) The joint board to" which any such matter is 

24 referred shall be a joint board composed solely of one 

25 member from each State within which the motor-carrier 



10 

1 operations involved in the matter arc or are proposed to 

2 be conducted. The member from any such State shall 

3 be nominated by the board of such State from its own 

4 membership or otherwise; or if there is no board in such 

5 State, or if the board of such State fails to make a nomination 

6 when requested by the commission, then the governor of 

7 such State may nominate such member. The commission 

~ is authorized to appoint as a member upon the joint board 

n any such nominee approved by it. All decisions and recom-

10 mendations by joint boards shall be by majority vote. If 

1 l the board of each State from which a. member of a joint 

12 board is entitled to be appointed shall waive action on any 

1;1 matter referred to such joint board, or if any joint board 

14 fails or refuses to act or is unable to agree upon any matter 
"-lo 

15 submitted to it, or if both the board and the governor of 

16 any State fail to nominate a joint board member when 

17 requested by the Commission, . then such matter shall be 

18 heard and decided by the commission in the manner pro-

19 vided in subdivision (a) of this section. Joint boards when 

20 administering the provisions of this Act shall be agencies 

21 of the Federal Government, and members thereof shall 

22 receive such allowances for travel and subsistence as the com-

23 mission shall provide. A joint board shall continue in exist-

24 ence until its existence is terminated by the commission. A 

25 substitution of membership upon a joint board may be made 
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r at any time by nomination and appointment in the same 

2 manDer as an original nomination and appointment. The 

r. meetings and procedure of joint boards shall be governed by 

4 rules and regulations to be prescribed by the commission. 

:, ( e ) In acting upon matters referred to them under this 

(; section, joint boards sha.!l be vested with the same rights, 

7 duties, powers, and jurisdiction as are vested by this section 

8 in members or examiners of the commission while acting 

9 under its orders in the admjDistration of this Act. Orders 

10 recommended by joint boards shall be filed with the com-

11 mission, and shall become orders of the commission and be-

12 come effective in the same manner, and shall be subject to 

13 the same procedure, as provided in the case of orders recom-

14 mended by members or examiners of the comm;S'!ion under 

15 this section. 

16 (f) In so far as may be necessary for the purposes 

17 of this Act, the commission and the members and exam-

18 iners thereof and joint boards shall have the same power 

19 to administer oaths, and require by subprena the attendance 

20 and testimony of witnesses and the production of books. 

2) papers, tariffs, contracts, agreements, and' documents, and 

22 to take testimony by deposition, relating to any matter under 

23 investigation, as though such 'matter arose under the Inter

!!4: state Commerce Act, as amended and supplemented; and 

25 any person subpa'naed or testifying in connection with any 



J matter under investigation under this Act shall have the 

·2 same rights, privileges, and immunities and be subject to 

a the same duties, liabilities, and penalties as are provided in 

4 the case of persons subprenaed or testifying in counection 

5 with any matter under investigation under the Interstate 

6 Commerce Act, as amended and supplemented. 

7 (g) In accordance with rules prescribed by the com-

8 mission, reasonable notice shall be afforded in connection 

9 with any proceeding under this Act to alI parties of record 

10 and to the governor and the board of any State in which the 

11 motor-carrier operations involved in the proceeding are or 

12 are proposed to be conducted, and opportunity for hearing 

13 and for intervention in connection with any such proceeding 

14 shall be afforded to all interested parties. 

15 (h) The commission is authorized to confer with 

16 and/or to hold joint hearings with any authorities of any 

17 State in connection with any matter arising in ~y proceed-

18 ing under this Act. The commission is also authorized 

19 to avail itseH of the cooperation, services, records, and fa.cili-
.' 

20 ties of such State anthorities in the enforcement of any pro-

21 vision of this Act. " I;". 

22 (i) Any final order made under this Act shall be sub-

23 ject to the same right' of 'relief in court by any party in 

24 interest as is now provid~d in respect to orders of the com-
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I mission made under the Interstate Commerce Act, as 

2 amended and supplemented. 

!l (j) All the provisions of section 17 of the Interstate 

-l Commerce Act, as amended IUld supplemented, with refer

rl ence to divisions of the commission shall apply to an pro

ti ceedings under this Act. 

1 APPLICATION FOR CERTIFICATE 0:8 PUBLIC CONVENIENCE 

~ AND NECESSITY BY COMMON CARRIERS OF PASSENGERS 

. !J SEc. 4. (a) No corporation or person shall operate as 

1(. a common carrier of passengers by motor vehicle in inter-

1 } state or foreign commerce on any public highway or within 

l~ any reservation under the exclusive jurisdiction of the 

13 United States unless there is in force with respect to such 

14 carrier a. certificate of· public convenience and necessity 

ll'i authorizing such operation: Provided, That any such car

I Grier in operation on the date of the enactment of this Act may 

17 continue such operation for a period of ninety days thereafter 

1 B without any such certificate, and if application for a certifi-

19 cate authorizing such operation is made to the commission 

20 within such period the carrier may, under ~ch regulations 

21 as the oommission may prescribe, continue such OperatiOA 

22 until otherwise ordered by the commission. 

28 (b) Applications for certificates of public convenience 

24 and necessity shall be made in writing to the commission. 
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1 be verified under oath, and be in such form and contain such , 

2 information as the commission shall require. 

S ISSUANCE OF CERTIFIOATE 

4 'Soo. 5. (a) A certificate of publio convenienoe and 

5 neCessity shall be issued to any qualified applicant therefor, 

6 authorizing the whole or any part of the operations 

7 oovered by the application, if it is found that the applicant 

8 is fit, willing, and able properly to perform the service 

9 proposed and to conform to the provisions of this Act and 

10 the requirements, rules, and regulations of the commission 

11 thereunder, and that the public oonvenience and necessity 

12 will be served by the operations authorized. 

13 (b) If the corporation or person making application 

14 for a oertificate of public oonvenience and neoessity sets forth 

15 therein that it Or any predecessor iii' interest was operating 

16 as ,a common carrier of passengers by motor vehicle in inter-

17 state or foreign oommerce on any publio highway on -, 

18 and claims the benefits of this subdivision, the commission. 

19 npon receipt of such application. shall serve such carrier 
, " 

20 with a questionnaire with respect to the matters on which 

21, the commission may require information. The applicant .... 
22 shall answer the questionnaire under oath within forty-five 

23 days from the date of receipt thereof. A copy of all ques-

24 tionnaires and answers thereto shall be furnished by the 

25 commiMion to the board of every Slate in which any pa~ 



" 
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1 of the operations o£the carrier· are conducted. If the 

2 commission is satisfied from the answers to the questionnaire 

8 or from .information otherwise furnished, . ( 1) . that the 

4 carrier ora predecessor in interest was in bona fide operation 

5 on , as a common carrier of passengers by 

6 motorvehic1e in interstate or foreign commerce on any 

7 public highway and (except as to interruption of operations 

8 over which the applicant or its predecessors in interest had 

9 no control) continuously has so operated since that date, 

lO and (2) that such operations were bona fide for the pur

l L pose of furnishing reasonably continuous and adequate serv-

12 ice, and (8) that the applicant is fit, willing, and able 

13 properly to perform the service required, and to conform 

1" to the provisions of this Act and the requirements, rules, 

15 regulations, and orders of the commission thereunder, then a 

11) certificate shall be issued to the applicant by the commission 

I 7 without further proceedings and without a. finding that the 

I~ public convenience and necessity will be served by such 

HI operations; .otherwise, the question whether or not such 

20 facts exist shall be decided in accordance with the procedure 

21 provided in section 8 (including referenc.e to a. joint hoard 

22 in a. proper case), and the certificate under this subdivision 

28 shall be issued or denied at)t,'(jrdingly. For' the purposes 

24 of this subdivision a common carrier of passengers by motor 

:?:l vehicle furnishing seasonal service shall be deemed to qualify 

• 
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1 under clause (1) if such carrier or a. predecessor in interest . ' 
2 was in bona fide and continuous operation as a. common 

3 carrier of passengers by motor vehicle in interstate or for-

4 eign commerce in 1931 during the season ordinarily covered 

5 by its operations, and during each such season thereafter, 

6 except as to interruption of operations over which the 

7 applicant or its predecessors in interest had no control. 

8 ( c) Nothing contained in section 500 of the Trans-

11 portation Act, 1920, as amended, shall be construed as 

10 expressing a preference by Congress for rail or water trans-

11 portation over transportation by motor vehicle or to affect 

12 in any manner the issuance of a certificate of public con-

13 venience and necessity under the provisions of this Act; and 

14 nothing contained in this Act shall be construed as a decIara-

15 tion by Congress of the relative importance to the puhlic of 

16 the several kinds of transportation. 

17 (d) No certificate of public convenience and necessity 

18 issued under this Act shall be construed as conferring any 

19 proprietary or exclusive righm in the public highways. 

20 ( e) In the .wministmtion of this Act, the commission 

21 shall, so far as is consistent with the public interest, preserve 

2"J' competition in service 

23 TERMS AND c&miTIONS OP CE&TIFICATB 

24 SEC. 6. (a) Anyeertificate of public convenience and 

25- necessity issued under section 5 shall specify the routes 

26 over which. and/or the fixed termini between which, the 
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. i "'cOminon' carrier of passengers by' motor vehicle' is 'l1utholr-.. 
" 2 '-izecti() operate' (except where the operatIons of such (larder 

i 3 "are' not -over- regular 'routes or between fixedterrilini}; 

'4 . and there shall" at the time of Issuance and' from time to 

. 5 :time there8fter, be' attached to the exercise ot the privileges 

6 . granted by the oertificate s'nch reasonable terms and oondl

,7 tionS 88 the publio oonvenience: and necessity may reqwre, 

,8 ' including terms and' conditions as to the furnishing of addi-

91 tional. service' over the-specified routes or' between the 

10' 'specified terrillni., and the extension of the line' or lines "Of 

11 the ciuTier, ana such terms and conditions.as are necessary 

1200 carry out, with respect to the operations of the carrier; 

13 the· • requirements established by the commission. under 

14- section 2 (a) (1). 

i~ (b) A common Carrier of passengers by motor vehicle 

16 operating, under any such certificate may occasionally 

17 deviate from the route over which and/or the fixed term.iDi 

18 between which it is authorized to operate under the certifi .. 

19 eate.- .for- the purpose of providing' speci8l service, iIi 

20· accordance 'With suoh rules, regulations, and orders as the 

21 commission may prescribe or make. 

22 PElUIlTS FOB PRIVATE CARRlERS OF PASSENGERS AND COM ... 

·23. MON AND PlUVATE<onRlER,9 OF PROPERTY 

2-1 SBo. 7. (a) No corporation or person shall operate as 

25; a. private Carrier of passengers by motor ~ehicle'or' as a , 

H.R.U739 2 
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1 common or private carrier of property by motor vehicle in 
• 

2 interstate or foreign commerce on/lD.y publio highway !lr 

3 within any reservation under the exclusive jurisdiction :of 

4 the United States unless there is in force, with. respect to 

5 such carrier a permit, issued by the commission. authorizing 

6 such operation; except that any such carrier in operation 

7 on the date of the enactment of this Act may continue such 

8 operation for a period of ninety days thereafter without 8 

9 permit, and if application for a permit authorizing such 

10 operation is made to the commission within such period the 

11 carrier may, under such regulations as the. commission may 

12 prescribe, continue such operations until otherwise ordered 

13 by the commission: Provided, That nothing in this section 

14 or Act shall be construed to repeal,. amend, or. otherwise 
•.. 

15 modify any Act or Acts relating· to . national parks and 

16 national monuments under the administrative jurisdiction of 

17 the Secretary of the Interior, or to withdraw such. authority 

18 or control as may by law be held by the· Secretary of the 

19 Interior with respect to the admission and operation « . 
20 motor vehicles in any national park or' national' mODument 

~".:{. 

21 of the United States.. . . , •. '. .:, • 
J • 

22 (b) Applications for such permit!! ahallbe made to 

23 the. commission in writing, verified under oath, and shall . 

24 contain such information as the commission may require. 

25 Upon comp1iancewith the provisions of sectioD let, a permit 
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1 ';, ~~, p~ i issued I.to the applicant by the compllssio~ The 

2 commission shall specify in, the permit the operations covered 

.3 . tller,e,by, so far ~s practicable, and shall attach to the permit, 

~ a~ t~e time of issuance and from time to time thereafter, 

.5' .{ll in.~e case. (If a private carrier of passengers by motor 

6 .. v.e1¥~le, reasonable limitations with respect to service while 

l' ~pe~tingover any regular route of a common carrier ~f 

_~, . pass~ngeq ,by, ¥lotor vehicIe~ and (2) such terms and condi

,9 . ti9ns fl!!!U'~ ;necessary to.carry out, with respect to the opera-

19 . ti?ns .~f any such carrier, the requirements established by 

1~ the commission under section 2 (a) (2) and (3). . . ' . , . 

12 SUSPENSION, CHANGE, REVOCATION, AND TRANSFER OF 

I~ .. 

J4-'. 

CERTIFICATES AND PERMITS 
. , 

SEO. 8. (a) Certificates of public convenience and 

15 necessity,. and permits, shall be effective ·from the date , 

16 specified thetein. and shall remain in effect until terminated 

l j as he~in provided unless otherwise provided by the commis-:-

1~,. sio~ .•. Any such certificate Of permit may, after hearing. 

I{.\ .. ~~ ~pended. changed, or revoked, in whole or in rart, for 

20 ~~ure ,to comply with any provision of this Act, or with 

21 . anyla,,1ul order, rule, or regulation of the commission pro

~ I ~ul~te~ thereunder, or ·"ith any term or condition of the 

2~. certificate or pepnit. .':';ll~ 

24. (b) Except as provided in section 9 of this Act, any 

25 such certificate or permit shall be transferable upon approval 

26 of the commission. 
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''i i CONSOLIDATIONS, MERGERS, AND' ACQUISI~IONS OF 

12' OONTROL 

3 SEc.. 9. (a) It shall be lawful, under the conditions 

4' , specified below, but under no other conditions, for two or 

"5' more common carriers of passengers by motor vehic1~ which 
, , 

"s' are not also carriers by railroad to consolidate or merge 

: 7 'their properties, or any part thereof, into one corporation 
, , 

. 8' : fortha ownership, management, and operation of the prop-

'9' 'emes 'theretofore in separate ownership; or for any such 

10" 'carrier by motor vehicle, or two or more such carriers jointly, 

11 to purChase; lease, or contract to operate the properties, or 

i2'anypart thereof, of another; or for any Such carrier by 

13 motor vehicle, or two or more snch carriers jointly, to 00-

14 quire control of another through purchase of its stock; or for 

15 a corporation whicll is not a common carrier of passengers 

is by motor vehicle o~ iI. carrier by railroad to acquire Control 

i 1 of two or more snch' carriers by motor vehicle through owner-

18 ship of thek stock; or for snch a corporation which 'has con-

19' trol of one Ormore such carriers by motor vehicle to acquire 
w: .. 

20 control of another snch carrier by motor vehicle through, 

2 i ownership of its stock; or for a carrier by railroad to' con-
"'j. 

22 solldate or merge with or acquire control of nch a carrler by 

23 motor vehicle, or to purchase, lease, or contract to operate 

24 its properties or any part thereof: , -
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,.J I , ( l)~el!l,ever iii pons9lida~~().n. merger.: PU~Tft~~~l lellfe, 

.:! ,operatingcontI:act, or acquisition 'of control is proPQs~~lunder 
" 1-

,3,; 1this. subdivisio~ the; carrier. or ,ca,u;iers .or ~h~. ~rpo.rati~n 

4 seeking authority: t~eref?l;. ~hall, pr,e~~nt, an.llp'pliG~ti~I).lto \he 

,.J) .C9~ssion,,and ,thereupon the: cOp:m;1iss,~ s4~ notify t!Je 

.Q;! ,goV1frnw \,f. e~~ State in which lllI!part ,qf the Jlf~werl;~es 

,~ , :o~ the ;~arriers, involved in. the propose4 transactiql/-.is sipu

.~ "Jlted, ud al$o .$uch carriers an~ . the applicant ,or ,applican.f;s, 

,9 .of ,the time,mll plac;e fora, publJc" h~~g. . If aft~r suph 

L 0" ,hearing .the commission finds that thepqblic inter~st ,'~ill4e 

L,l promQte4 by the tr811saction Pfop~sed 8lldt:hat thflllonditio:QS 

1.2, of this secti,on have been ox: :will b~ fulfilled, it ~ay'e~ter JUl 

13 . ord~ app!,"oving and authorizing such consolidatioll,; merger, 

~ 4- . purchase, lease, operating contract, or acquisition o£. cont~, 

1,5· upon such terms and conditions as it shall find to be just and 

lG,r6/!.sonable and with such modifications .as it may prescribe; 

17 and 

18 (2) Whenever such a corporation is authorized, ,by-an 

19 order entered under paragraph (1) of this subdivision, :to 

20 acquire control Qf any carrier by 'motor vehic1eor of two or 

2l more carriers by motor. vehicle, such corporation thereafter 

22 shall,to the extent provided by the commission, for the pur-

23 poses of section 2 (a) (1) '~~tating to accounts, records, and 

24: reports), -and of subdivisions (a) and (b) of section ~3 
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1 (relating to inspection of facilities and records), including 

2 the penalties applicable' in the case of violations thereof, 'be 

, 3 considered as a common carrier of passengers by motor 
, 

4 vehicle subject to the provisions of this Act .. 

5 (b) (1) It shall be unlawful for any corporation or 

6 'person, except as provided in subdivision (a) of this section, 

7 to accomplish or effectuate, or to participate in accomplishing 

8 or effectuating, the control or management' in a" common 

9 interest of any t~o or more common carriers' of passengers 

10 by motor vehicle which are not also carriers by 'railroad, 

11 . however such result is attained, whether directly lor 

12' indirectly, by use of cOmmon directors, oflicers,orstock-
• , t 

13 holders, a holding or investment company or companies', a 

14: voting trust or trusts, or in any other manner whatsoever. 

'15 It shall be unlawful to continue to maintain control' ~r 

16 management accomplished or effectuated in violation of this 
\ "' r 

17 paragraph. As used in this paragraph the words _f control 

18 or management" shall be construed to include the power to 

19 exercise control or management. 

20 (2) The commission is hereby authorized; upon com-

21 plaint or upon its own initiative without complaint, but after 
, . 

22 noti(',fl and hearing, to investigate and determine whether any 

23 corporation or person iS~olating the p~ovisions of para-

24 graph (1) of this subdivision. If the commission finds after 

~5 p'ch investigation that such corporation or person is violating 
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,J-\ the, prov.isi'ons of Buch, paragraph; it shall by order require 

'.,2. such ·corporation/or. person' to take such' action as may be 

, :3, ; necessary, ,in" the 'opinion" of the commission, to prevent 

4 further viofation 'Of SJ;lch provisions. ' . 

5 'i" i (3)~ >Fot' the; purposes of this subdivision, wherever 

6· i-eference is ma.4e'tocontrol it is'immaterial whether such 

'7. control is director indireCt. 

"~ , . " . ,( c) :'fhedistrlctcourts()f the U nitedStates shall have 

:9 'jurisdiction upon the application of the commission, alleging 

l0fl. violation ohny()fthe provisions ofthis section or disobedi

II enoe Of anyorder"issued by the commisson thereunder by any 
12" . corporation lOti 'Person;' to issue such 'Writs of injunction or 

13 other proper process, manaaiory or otherwise, as, may be 

14 necessarY 'to' restrain such. corpor.ation or person from viola-

15 tion of such provision or to compel obedience to such order. 

10 . '·',,'.(d) The commission may from time to time, for good 

11 . r.aliseshoWn,maae such orders, supplemental to any order 

18 'made'under subdivisions' (a) or (b} of this section as it may 

19:· deem neCessary or appropriate. 

20 . (e) 'The ~els and any corpor.ation affected by any 

21 order made under the foregoing provisions of this section 

22 shall be, and they are hereby, relieved from the oper.ation of 

23 ; the," antitrust laws," as' designa.ted in section 1 of the Act 

24 .. , entitled "AD Act to supplement existing laws against unIaw-

25 ful restraints and· monopolies, and for other purposes," 



24 

1· approved October 15, 1914, and of all other restraints 'or 

2 prohibitions by or imposed under authority of law, State or 

,3 Federal,. in so fa:r as maybe necessary to enable them to do 

4 anything authorized or required by such order.' 

5 SEOURITY FO:a . THE PBOTEOTION 'OF THE PUBLIC 

6 SEC •. 10; {a) No certificate or ,permit shall ,be issued 

7 to a motor carrier, or remain in force, unless such ,carrier 

8 ' complies with such niles and regulations as: the commission 

9 ,shall adopt governing the filing and approval of surety 'bonds 

10 or policies, of insurance lor the protection of the public, 

11 iii. such amounts and with' such sureties; and inelnding such 

12 terms and conditions, not in, con1lict, with other provisions 

13 ·of this Act; as the commission may require. 

14 (b) The bond or policy required for the purposes 'of 

15' this Act-

16 (1) Shall bind the surety :orinsurer thereunder to 

17 compensate any p~rso~ (other than ,the ,motor carrier or an 

18 officer or employee thereof) for personal injury, death, dam-

19 age to and loss of property,: resulting from the ·operati~ 

~O maintenance or use of motor vehicles .under a certificate ot 

21 permit, to the extent that the motor carrier is liable therefor 

22 by law: Provided, That ille provisions of thiJ paragraph 

23 shall not extend to reoovtIy for death of or . injury to pas-

24 sengers, or loss of or damage to property being transported 

25 by a private carrier by motor vehicle. . 
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:1, , (2)' Shall,include'Ili'provision'appoiritiilg' the motor 

, 2,'" carrier as the attorney of the surety ;or msurer' lunder such 

)3 ,bond or policy, upon whom process may be served ,in aily 

-4 suit instituted as provided in subdivision (c), and a plo

f. '. vision ,whereby the, surety 'orinsttreir" coments lthat in My 

;6 such suit service upon 'the' ·carrier 'shall, oonstituteserviee 

, 7 upon the surety or insurer; , i -I 
8 ( c ).AJJ.y person entitled' to compenSation under:; a 

III surety bond;or insurance policy, 'required I ,by< ,this ,Act may 

llO l'eOOVer thereon in anyeourt of competentl jUl'isdiction in' a 

~ J 'suit ,against 'the surety or insurer; Such, ipersoll' ,may jOiiJ. 

J~ the carrier as III 'party defendant in such ,suit andthf> 1Cl8.rI'ier 

,W shall have the right to intervene as a party ill fllIly such sUit 

14 ,Recovery npon any such bond or policy shall notb", hllld 

15 to preclude· recovery against"the'carrierfor its liability/,if 

1&: ' ;any, 'in excess of the amount of the recovery upon the bona 

17 or policy., , 

.18 ' i(d) Upon:the- approval of any sneh bond or policy., 

"-19 thfll'8shall' be issued to the motor carrier, a certificate 'Of 

20 ' approval, and such· copies thereof as may be necessary~ 

2) ·lWdno· such ~ersha1loperate, maintain, or use any 

22 IIlOtor vehicle under a Certificate of publio convenience alul 

2~ necessity, or a permit, unless there is posted in such motor 

24- vehicle, in accordance with such xegulations ,as' the: com:. 

25 mission may prescribe, a copy of such certificate of approval. 
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1 ( e)' The provisions of this section shall.not be held 

2 to extinguish any iremedy or right· of action under' other 

3 law. 

4 'rARIFFS • I , r , , . 

1.5 SEC. 11. (a) Every common carrier of passengers br 

6 motor vehicle shall file with the commission, and print, and 

7 keep open to public inspection tariffs showing all the rates, 

·8 . fares, and charges for the transportation,.' and 1111 services 

9 in connection therewith, of passengers in interstate or foreign 

10 commerce' between different points. on its own, route and 

11 between points on its own route and points on the route ·of 

12 any other such carrier, or on the route of any carrier by mil-

13 road or by water when a through route and joint rate have 

14 been established. Such tariffs shall be prepared, filed, ana 

15 posted in such manner and form as the commission shall by 

16· regulation precribe. The names of the· severaIcarriers 

17 which are parties to a:ny fofut tariff shall be speci1ie4therein, 

18 and each of the parties thereto, other than the one filing the 

19 same,shaIl file with the commission such evidence of concnr-

2(; rence therein or acceptance thereof as may be required or 

21 approved by the commission, and where such evidence of 

22 concurrence or acceptance is filed it shall not be necessary 

23 for the carriers filing the same- to also file copies of the tariffs 

24 in which they are named as parties. 
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, ' '1" I. ' ',: '(b) . No B.Jlch carrier shall charge or demd, or collect 

.. i2 . i ol'lreceive,'agrearer or less or different compensation for 

io '8 l "the transportation of passengers, or for any service itt con
'4 'neetion therewith, between the points named in s~ch tariffs, 

5" than: the 'rates,' fares; or charges'specified in 'the"tarifIs' in 

'6 effect at the tiine; and no such carrier shall refund or reinit 

'1 'in 'any maDD& or by any device any portion of the rates, 

; S'fares, ;or'charges so specified, nor extend to any person any 

; 9 privileges or facilities for the transportation of passengers 

10 in interstate or foreign commerce, except such as are specified 

J 1 in such tariffs; except that any such carrier may issue or g1:Ve 

I~P me tickets, free passes, and free or reduced transportatioit 

1M '. to persons engaged in the service of such carrier. 

14 "(c) No change shall be made in any rate, fare, or 

15 " ~arge specified in any tariff in effect, except after thirtY 
16' days' notice of the proposed change filed and posted in like 
11' , ' 'manner. Such notice shall plainly state the change pro-

18 'posed to be made and the time when such change will take 

19' 'effect. The commission may, in its discretion and for good 

20 ' cause shown, anow changes upon less notice than that herein 

21' specified, or modify the requirements of this section with 

2~' respect to the posting and filing of tariffs, either in particuIat 

23 instances or by general oiO'er applicable to special or peculiar 

2-l ' circumstances or conditions. 
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1.: 1d) The provisions of this section shall also applyt 

2 joint rates applicable to the transportation of property i 

3 interstate or foreign commerce, and services ,in ,connectio 

, j .~heJ;ew\th" ~ycomrrio!l carriers of property by.motor vehie! 

5 jn ~onjunction;with carriers by ,railroad or by water and ·t 

6, . r~te!!, fares, 'and charges applicable to through transportatio 

'1 ,of passengers and property, or services in connection 'ther, 

B, ,~ith, by carriers operating both rail and motor lines, or bot 

~ water and motor lines, or operating rail, water, and motel 

O' lines . 
. , i' 

1, ", BATES, FARES, AND CHABGES 

2 SEC. 12. (a) It shall be the duty of every ~mmo 

3 carrier o~ passengers by motor vehicle to provide and fumisl 

4: upon reasonable request therefor, transportation for passen-

5· gers in interstate or foreign commerce within the United 
I • . _ 

~. States over the routes which it operates, but in the ~ase of 

7 seasonal operation only during the seasons when such jroutes 

B are operated. The rates, fares, and charges of. such carriers 

9 for such transportation shall be just and reasonable and free 

o from. unjust . discrimination, undne preference, or undue 

1 prejudice; and every unjust and unreasonable, unjustly dis-
, -

2 criminatory, unduly preferential, or unduly prejudicial rate, 

3 fare, or charge for such tralisportation is prohibited. 

4: (b) Common carriers of ,passengers by motorvehicl~ 

5 may establish with other such carriers, and common carriers 
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I' of passengers or p'~operty by motor vehicle may , establiS'h 

"2'Wi.th: carriers by railroad or by water, reaSonable 'through 

3~ routes· for the transportation of passenge1'9 or property in 

. 41 inierstate or foreign commerce within the United states arid 

, -pStticipateiit joint rates, fares, and charges applicable 

tf thereto. Carriers by railroad or by water 'may eStablliJh 

7' such through routes with common earrlers by motorvehide 

8: 'and pllrticipate in such joint rates, fares, and charges. AlI 

; & carriers· participating in such joint rates, fares, and charges 

10i shall establish jUst, reasonable, and equitable divisions thereof 

1]! which shall not unduly prefer or prejudice any of such parl 

1:1 'ticipating earrlers. Carriers by railroad or by waterwhicn 

J:' ' ait:I also motor carri~rs may establish through routes by rail 

14 and: motor vehicle, or by water and motor vehicle, and 

IS. establish rates, fares, and charges applicable thereto. .All 

16 such rates, fares, and charges shall be just and'reasonabl. 

17 and free from unjust discrimination, undue preferenoe, ei 
18 undue prejudice. 

UJ . (c) Whenever, after full hearing, upon complaint 0; 

2(). ill ilD investigation UpOIl its own initiative without compIaiat; 

~] the cotnmissioo, shall be of opinion (1) that any indlvidu8l 

22 or join, rate, fare, or charge demanded, charged, or flOllectecl 

23 lty any common carrier or, ~rriers by motor vehicle for th. 

" mmsportation of passengers in interstate or foreign com.; 

25 merce within the United States, or (2) that any joint rate, 



so 
1 'far~, or charge demanded, charged, Or collected .for. suqh 

2 transportation of passengers by anysuc,h common carrier ~r 

3 carriers by motor vehicle or for the transporta~ion of passep.-

4- gers or property by any common, carPer" or ,carriers by 

5' ,motor vehicle in conjunction with a caqier, ,or carriers by 

6, railroad or by water, or (3), that any rate,fare" or charge 

7 demanded, charged, or collected for such, transportation pf 

8 passengers or property, or services in conn~ction therewith, 

,9 by any carrier operating both railand motor lineS', Or. both 

10 ,water and motor lines, or operating rail,~ter, and moto~ 

11 lines, is or will be unjust or unreasonable" unjustly d~ 

12 criminatory, unduly preferential, ,or, unduly prejudicinl ill 

13 violation of this Act, the commission is hereby authorized 

14 and empowered to determine and prescribe wbatwill b,e tQ.~ 

15 just and reasonable maximum or minimum, orrnaximum 

16 and minimum, individual or joint rate, fare, or charge. 

17 thereafter to be observed, in such case, and tQ., make an 

18 order that the carrier or carriers shall cease: and, desist 

19 from such violation to the extent to which the coDlIIlitr 

20 sion finds that the same does or will exist, and, shaD not . 

21 thereafter publish, demand, or collect any' rate" fare, or 

22 charge for such transportation in excess of the maximum or 

23 less than the minimum sopresen"bed: Pr01Jided,That no rate; 

24 fare, or charge shall be held to be in violation of this Act on 

25 the ground that it is unjust to a competing carrier engaged 



"hjn, a ;difieren~ kind of transportation, ~nd t;hatno minimUJIl . " 

2, i I !l'ate, ~~e, ,or, charge shall be prescribe~ eX«;lept when nece}

, 3. ,sary!in, tJw ,opinion ,of the conunission, to prevent destructi¥,e 

4· competitioIl.through the furnish~g, ()f service at 1es$ thl}n 

,~ pperatingQostl:, Provided further,: That nothing ~ this Act 

,6, .: sh~ ,:empower. the 'commission:. to prescribe,' Qr in a~y 

7 monner. regulate, ,the rate, fare, ,or charge for. in~state 

I ~, ,transport.atio~", Or for any service connectedtherewi,thl 11 

Jl,. ,( d) In any- proceeding' to determine the, justness II)r 

~Q, ,reasona,blenessof any rate" fare, pr ,charge of any such car":' 
• 

II . rier" there shall not be taken intq consideration or allowed; 

12 as evidence or elements of value of the property of such 

18 car.rier, either, good will,earning power~ going value, or the 

14 ,certificate, l1Ilder which such carrier, is operating; and in 

15 applying for and receiving a certificate under this Act any 

10 such ca.rri,er shall be deemed to have agreed to the provisions 

17 '. of this subdivision, on its own behalf and on behalf of all 

transferees of such certificate. , , 18, 

1$ (e), Nothing in this section shall be held to extinguish 

20 any remedy or right of action under other law. \. .~ 

21 • , INSPECTION OF FAQJLITIES AND RECORDS '" 

22, SEC. 13. (a) The commission shall at all times,ha"Q 

23, access to and shall hav6.all\hority to inspect and examine 

24 ,all Jands, buildin."crs. equipment, accounts, records, and memo-. 

25 randa, including documents, papers, and correspondence now 
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1 ior"hereaitet'exlsting; and kept or required to be kept by motor 

, 2 . carri~rs subject to this Act. The commission is also author

Sized to employ speci8J agents or examiners for the purpose of 

!" 'carrYing out the proviSions of this subdivision.' . " . 

5' ""', "(b) ;The l commission . shall also have authority by 

6 • general o:r sp~ciill orders to require motor carriers subject 

. 7, . to this Act, . or' any of them, to file periodical or special, or 

8 bbtli" periodical 'and special, reports' concerning any matter 

"9 . "about; whichtIie cOIilmission is authorized or required by this 

10' orimy other law to inquire or keep itself informed or which 
• 

11 ' it is'required to enfotce. Such reports shall be under oath 

. 12 . whenever the 'commission so requires;' 

13; . (c) The copies of schedules and tariffs of rates, fares, 

14 . Iind:chRrges,filedwith the commission as herein provided, 

1j ," "an'd the statistics, tabies,and figures contained iri the annual 

16 til" 'other 'reports:-' of . carriers' made to the commission as 

17. 'required under the provisioIlS" of ibis' Act 'shall bip;~erved 
18 as public records in the custody of the secretary' of the com;' 

19' . "mission; and shall be' received as prima facie evidence of 

20 what they pUrport to be for the purpose of investigati~ by 

21 the 'commission and in all judicial proceedings; and copi~ 

22 .' of and extracts from any of said schedules, tariffs, or reports, 

23tnade public records as afol1l!llllid, certified by the secretary; 
, . . 

24 ' under the coriunission's seal, shall be received in evidence 

25';' with like effect as the originals. 



2 SEO.' 14. '(a) ,It shall, be: the'dmy,lof'evei:y. motor 

3 carrier to file with the ~board' of each' I State in: which: it 

4 operates under s'certificateor permit issued under rthiS Act, 

5 and with' the commission s designation" in ' writing' 'of the 

6 name and post-office address of a person or corporation upon 

7 whom or which service of notices' or orders may be made" 

,~, under this Act. Such designation 'may,nom time to time 

{} be changed by like writing similarly filed.'e, 'Semce 'of 

10 notices or 'orders,in proceedings under this Actti:lll.y b~ 

11 made upon a, motor carrieI' by personal sertice' upon' it br 

12 upon the person or corporation so designated by it; or by 
13' registered niail addressed to it 'Or to such 'p'ersorl' or 'corporal 

14 tion at the address filed. In default of such aesignatioh! 

15 service of any notice 'or order may be made by' posting Hi 

16 the office of the secretary 'or clerk of the b08rd of the Statd 

11 wherein the motor carrier maintainS headquarters and in 

18 the office of the commission. Whenever notice is given by 

19 ma,il as provided herein the date of mailing "shall be! conl 

20 siderea as the time when notice is served. 

21' "(b) Every such motor carrier 'shaD ~o file 'with tile
:!'.! board of each State in which' it op61'8tes a designation in 
23 writing of the name and post-office a~dress of a person or-

2~ corporation in such State upon whom' process"issuedby or 
'l:' under the authority Of any conn having jurisdiction of the 

H. R.12739 3 
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1 subject matter may be served in any proceeding at law or 

.2 equity brought against such carrier. Such designation may 

3 from. time to time be changed by like writing similarly filed. 

4 In the event such carrier fails to file such designation, service 

5 i may be made upon any employee ·of such motor carrier 

. 6. within such State. 

7, , UNLAWFUL OPERATION 

B. Soo. 15. (a) Any corporation or person willfully 

9, viol!J.ting . any provision of this Act, or any. rule, regu-

10 lation, requirement, or order thereunder, or any term or 
~ 

11 condition' of .any certificate of public convenience and nece8-

12sity or permit, shall upon conviction thereof be fined not 

13 ,,m0,re .than $100 for the .first offense, and not mor~, than 

14, $500 for any subsequent offense. Each day of,such vioJa... 

15 tion shall constitute a separate offense. ;' , 

16 ,(b) If any motor carrier operates in violation of any,-

17 " provision. qf this Act, or of any rule, regulation, requirement, 

18 . or~rder thereunder, or of any term or condition of any cer

I~ tificate of public convenience and necessity or permit, the 

20 oommission or any party injured may apply to the district 

21 court of the United States for any district where such motor 

22 ,carrier operates" for the enforcement of such p~ovision or of 

23. such rule, regulatio;n, requirement, order,. term, or con-

24 diuon; and such court shall have jurisdiction to. issue 
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writs of injunction or otherprocesS',Imandatory or otherJ 

:!, wise, restraining such camer, it$ oflicers/agehts,employees~' 

::', and representatives from further violation: of such provision: 

.J or of such rule, regulation, requirement, order; term; or eon.!. 

[) dition, and enjoining upon it or·them <ibiidience thereto. 

(\' ,. , ::POWERS OFS':tATES ' i 
, , 

7 SEO. 16. '(a) Except as provided in' section 2 (b), 

f., nothing in this Act shall be construed to affect the powers 

!I ,of taxation of the several States, to authorizeamotor'tJarrlet 
, 

10 to do an intrastate business on the highways of anyi State; 

II or to interfere with the exclusive exerciSe by each State of l : 

I:!· the power of' regulation of intrastatecoillm~oe' by motor: l 

13 carriers on the highways thereof, and· notwithstanding the: i 

14 provisions of this Act, motor carriers operating in intrastate' 

. . ..' ' . 15 oommerce on the highways of a State shall continue to be' . 

16 subjeot to th~ laws of the State regulating such 'intrastate: i 

17 commerce. The laws enacted by any State and the regula-

18 tions thereunder that relate to the maintenance, protection, 

19 safety, or use of the highways therein, and which are made 

20 equally applicable to intrastate and interstate commerce or 

21 use of such highways, shall not, by reason of any provision 

22 of this Act or of the Federal Highway Act, as amended, 

2;) be deemed to be a burden upon or an obstruction or impedi-

24 ment to interstate commerce. 
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J . EnENSES OF ADMINISTRATION.' , 

2 SEQ. 17. l'h,ere are; hereby authorized to -be appro-

3 .. : priatedsuch. amounts as may be necessary to carry out the 

4". ,provisions 9f this Act. 

5 SEPARABILITY OF PROVlilIONS 

r. SEQ. 18. IfIUlY provision of this Act, or the applica-

1. I . tion, theteof t~ anY.(Jorporation,. perso~~or circumstance, is 

B held invalid, the .:rernaindllr of the Act,r IUld the application of 

9. .Iluch J .p,rovisioJl. ito, Q/beJi' ,corpora.tions" persons, or circum-

10 . stlUlce$, ~hall not be Ilffected thereby. 

II, '. ,RES~RVATION OF RIGHT TO ALTER, AMEND, OR REPEAL 

12,. '", S;EQ.. 19. The right to alter, amend,. or repeal lUly pro-

Ia., : vision.()f this Act is hereby ~xpressly reserved. 

14, , SHORT TITLE 
• 

15... SEQ.. .20. This .ACt. may be cited as .the "Federal 

16 Motor;Carrier Act; 1932." 
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l;'D ""U1"t\i~} 
. lftSMNO. 
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..... - ~ ':1J f . . ~ ,.A BIT,I, ;~: ~a •• 

" ~ ,.,-.'".,.... 
TO' regulate the tranq,ortatioli. of PllllS6llgerB' . 

an4 pro~rty)n interstabl and foreign..c:om., ... 
m~ by motor ~rri.em !lperating' on the .• , 
puhlil; highways, ,and fqr9the1' pui'ptJS&' • 

I. .,," of· . 
• • 

• By Mr"RAYBUIIN ... ~ . • 
~ .. - .• f 

,.. 1",...411, 19SI . __' ~. • 
Referred to the Committee on IDterstate and Forelpoo 

. Oommeree and ordered to be prIuted . 
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H. R. 1648 

IN THE SENATE OF THE UNITED STATE&., 

FEBRUAlIY 11, 1943 " 
\. 

". 

Read twice and referred to the Committee on Appropria~ons 

AN ACT 
Making apprOptlations for the Treasury and Post Office Depart-

• 
menta for the fiscal year ending June 30, 1944, and for 

other purposes. 
•• 

1 Be it enacted by the Senate lmd House of Representa-

2 . tives oj the United States of America in Congress assembled, 

3" TITLE I-TRE!.SURY DEPARTMENT 

4 That ~e following sums are appropriated.. ou~ of any money 

5 in the Treasury not otherwise appropriated. for the .Treasury 
.... •. 

6 Department for the :fis~Ye8.! ending June. 30. 1944 • 

"7 namely: 

8 

• 

OFFICK OF TIIB SECRETARY 

"9 Salaries: Secretary of the Treasury, Under Secretary of .-

10 the Treasury. Fiscal Assistant Secretary of the Treasury. "". 
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'"IhtV:;;'Assistant Secretaries of the Treasury, and other personal 

2 services in the District. of Columbia, including the temporary 

3 employment of experts, $380,000. 

4 Reimbursement to District of Golumbia, benefit pay-

5 ments to White House Police and Secret Service forces: To 

6 enable the Se~etary of the Treasury to reimburse the District 
, 

7 of Columbia on a monthly basis for benefit payments made 

8· from the revenues of the District of Columbia to members of •• 
9 the White House Police force· and such membel'S of the 

10 United States Secret Service Division as are entitled thereto 

11 under the Act of October 14, 1940. (54 Stat. 1118), to the 
. 

12 extent that such benefit payments are in exceSs of the salary 

.13 deductions of such members credited to said revenues of the 
J 

14 District of Col~bia during the .fiscaJ year 1944, pursuant 

.15 to section 12 of the Act of September 1, 1916 (39 Sta,t. 
\ 

16 718), as amended, $35,000. 

17 Payments to Federal land banks on account of reductions 

18 in interest rate on mortgages: To enable the Secretary of 
• 

19 the· Treasury fo pay each Federal land bank such amount 

20. as the Land Bank Commissioner certifies to the Secretary of 

21 the Treasury is equal to the. amount by which interest pay-

22 ments on mortgages and real estate sales contracts held by 
, 

23 . such land bank have been reduced during the fiscal yeB! 

24 1944, and prior thereto, in accordance with the provisi~ns 



s 
1 of paragraph "TweHth" of section 12 of the Federal Farm 

2 Loan Act, as amended ( 12 U. S. O. 771), as further 

8 amende~ by Act of June 27, 1942 . (Publio Law 629), 

4: $21,800,000. 

'5 Payments to the Federal Farm Mortgage' Oorporation 

6 on account of reductions in . interest rate on mortgages: To 

J. enable the 'Secretary of the Treasury to p~y to the Feder8.i 

. 8 Farm Mortgage Corporation such amount as the Governor 

9 of thO' Farm Credit, Administration certmllS to the Secretary 

10 of the Treasury is equal to the amount by which ,interest pay-
• 

11 mell:ts on mortgages and real estate sales contracts held by 

12 such Oorporation 'have been reduced during the fiscal year 

13 1944, and I!rior thereto, in accordance with the provisions 

14 of section 32 of the Emergenoy Farm Mortgage Act of 1933, 

15 approved May 12, 1933, as amended (12 U. S. O. 1016) f 

16 as further amended by Act of June 27, 1942 (Public Law 

17 629); such payments to be made quarterly, beginning as 

J8 soon as practicable after October 1, 1943, $7,400,000. 

19 No part of any money appropriated by this ACt shall be 

20 used, directly or indirectly, during the fiscal year 1944, 

21 for the purchase or proourement of silver under the provisions 

22 of the Silver, Purchase Acts, namely, the Act of June 19, 

23 1934, and the Act of July 6. 1939, or for the carrying out 

24 of any of the provisions of said Silver Purchase Acts. 
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1 FOREIGN FUNDS CONTROL 

2 Foreign-owned property control: For all expenses 

3 necessary in carrying out the functions of the Secretary of 

4 the Treasury under sections 3 and 5 (b) of the Act of Octo-

5 ber 6,1917, as amended (50 U. S. C. (App.) 3, and pO 

6U. S .. C. (Suppl. 1941) 5 (b)), and any proclamations, 

.7. orders, regulations,' or instructions issued thereunder, incIud

.8 ing personal services (without regard to classification laws), 

9 printing, and. reimbursement of any other appropriation Or 

10 other funds of the United States or any agency, instrumen-

11 tality, Territory, or possession thereof, including the Philip-

12 pine Islands, and reimbursement of any Federal Reserve 

13 bank for printing and other expenditures, $3,100,000. 

14 DIVISION OF TAX RESEARCH 

15 Salaries: For personal services in the District of Colum-. 
16 bia, including the employment of experts, '116,000. 

17 OFFICE OF TAX LEGISLATIVE COUNSEL 

18 Salaries: For personal services in the District of Colum: 

19 bia, including the employment of experts, '74,700. 

20 DIVISION OF RESEARCH AND STATISTICS. .. • 

~1··· Salaries: For personal ,services in the District of 

22· Columbia, '170,000. 

23 OFFICE OF GENERAL COUNSEL 

24 Salaries: For the General Counsel and other personal 

. 25 services in the District of Columbia, '145,925. 
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1. DIVISION OF PERSONNEL 

2 Sallll'ies: For the Ohief of the Division, and other per,; 

3 sonal services in t):1e District of Oolumbia, $160,000. 

4 OFFICE OF CHIEF CLERK 

5 Salaries: For the Ohlef Olerk and other personal services 

6 in the District of Oolumbia, $290,000. 

7 :MISCELLANEOUS AND CONTINGENT EXPENSES, TREASURY 

8 DEP ARTlI1:ENT 

9 For miscellaneous and contingent expenses of the Office 

10 of the Secretary and the bureaus and offices of the Depart-

n ment, including operating expenses of the Treasury, Treasury 

12 Annex, Auditors', and Liberty Loan Buildings; financial 

13 journals, purchase (including exchange) of books of reference 

14 and lawbooks, technical and scientific books, newspapers, and· 

15 periodicals, expenses incurred in completing imperfect series, 

16 library cards, supplies, and all other necessary expenses con-

17 nected with the library; not exceeding $8,000 for traveling 

18 expenses, including the payment of actual transportation, and 

19 subsistence expenses to any person whom the ~ecretary of the 

20 Treasury may from time to time invite to the city of WaSh-

21 'ingtonor elsewhere for conference and advisory purposes in 

22 furthering the work of the Department; freight, expressage, 

23 telegraph and telephone service; maintenance and repair 

24 of motortrucks and three passenger automobiles (one for· 

25 the Secretary of the Treasury and two for general use of ' 
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1 the Department), all to be used for official purposes only; 

2. file holders and cases; fuel, oils, grease, and heating sup-

3 plies and equipment; gas and electricity for lighting, beat-

o 4 ing, and power purposes, including material, fixtures, and 

5 equipment therefor; purchase, exchange, and repair . of type-

6 writers and labor-saving machines and equipment and SIlP-

7' plies for same; floor covering and repairs thereto, furniture 

8 and office equipment, including supplies therefor and repairs 

9 thereto; awnings, window shades, and fixtures; c1eaning 

10 snpplies and equipment; drafting equipment; flags; band 

11 trucks; ladders; miscellaneous hardware; streetcar fares not 

12 exceeding $650; thermometers; lavatory equipment and sup-

13 plies; tools and sharpening same; laundry service; labora-

14 tory supplieEl and equipment; removal of rubbish; postage; 

15 including $34,590 for stationery for the Treasury Depnrt-

16- ment and its several bureans and offices, and field services 

17 thereof, except such bureaus and offices as may be other-

18 wise specifically provided for, inclUding tags, labels, and 

19 index cards, printed in the course of manufacturing, packing 

20 boxes and other IlIaterials necessary for shipping stationery 
~ "' -' 

21 supplie!l, and cost of transportation of stationery· supplies 
.. 

22 purchased free on bOard point of shipment and of such sup-

23 plies shipped from Washington to field offices; and other 

24 absolutely' necessary articles, supplies, and equipment not 

25 otherwise provided for; $274,300: ProtJided, That the ap-
'";"·1 
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1 propriations for the Bureau of Acoounts, Bureau of the Publici 

2 Debt,. Internal Revenue Service, Procurement Division,· 

3 . Office of the Treasurer of the United States, and: Division at 

4: Disbursement for the fuca! year 1944 are herebymllde avail-
, 

5· able for the payment' of items otherwise properly chargeable 

6 to .this appropriation; the provisions of section 6, Ac~ of Al1-

.'1. gust 23.' 1912 (31 U. S: '0. 669), to the contrarynotwith~ 

8 standing. 

9 Printing and binding: For printing and .binding for the 

10 Treasury Department and its several bureaus and offices, 

11 and fieldsernces thereof, except such bureaus Illld offices as 

12 may be otherwi.se specifically provided ·for, including mate~ 

13 . rials for the use of the bookbinder, located in the Treasury 

It Department, but not including work done at the New York 

15 Oustomhouse bindery authorized by the Joint Oommittee on 

16· ~ting in accordance with the Act of March 1, 1919 (44t 

17 U. S. O. 111), $26,600. 

18 ()USTODY OF TREASURY BUILDINGS 

19 Salaries of operating force: For the Superintendent of 

20 Treasury Buildings and for other personal services in the' 

21 District of Columbia, including the operating force of th~ 

22 Treasury Building, the 'Treasury Anne~ the Liberty Loan 

23 Building; the Be1a.soo Theatre Building, the Auditors' Build-

2t lng. ina the west and south annexes thereof,$!83,400. 

• 
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1 . BUREAU OF ACCOUNTS 

2 Salaries and expenses: For salaries in the District of 

3 Columbia and all other expenses (except printing and bind-

4 ing) of the Bureau of Accounts, including contract steno-

5 graphic reporting services, stationery (not to. exceed 

6 $11,000), supplies and equipment; purchase and exchange 

7 of Iawbooks, books of reference,' periodicals, and newspapers; 

8 travel expenses, including expenses of attendance at meet-

9 ings of organizations concerned with the work of the Burean 

10 of Accounts, $700,000. 

11 Printing and binding: For printing .and binding for the 

12 Bureau of Acconnts, $35,000. 

13 Division of Disbursement, salaries and expenses: For alI 

14 necessary salaries and expenses, except printing and binding, 

15 of the Division of Disbursement, including personal services 

16 in the District, of Columbia, stationery, and travel, $2,~ 

17 900,000: Provided, That with the approval of the Director 

18 of the Bnrean of the Budget there may be transferred to this 

19 appropriation and to the appropriation "Printing and bind.: r 

20 ing, Division of Disbursement'.' from funds respectively avail-. . 
.... _ -:JIi" • • ' 

21 able for such purposes for the AgricnItural Conservation and 

22 Adjustment ~chninistration, Federal Housing Administra-

23 tion, Federal Public Housing Authority, .. Federal Surplus 

24 Commodities Corporation, Federal Prison Industries, RaiJ-, 
'. 

25 road Retirement Board, United States Maritime Commission, 
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1 the;FederalCrop Insurance Corporation, the Commodity. 

2 Credit Corporation, the Agricultural Marketing Adminis-
• 

3, tration, the Farm Security Administration, !IDd the National 

4 Youth Administration, such sums as may· be necessary to 
5 cover the expe,nse incurred in performing the function of 

6 disbursement therefor. 

7 Printing and binding: For printing and, binding, . Di-
• 

8 vision of Disbursement, including the cost of transportation 

9 to field offices of printed and bound material and the cost of 

10 neoessary packing boxes and packing materials, $104,796. 

11 Contingent expenses, public moneys: For contingent ex-

12 penses under the requirements of section 3653 of the Revised 

13 Statutes (31 U. S. C. 545), for the collection, safekeeping, 

14 transfer, and disbursement of the publio money, transporta-

15 tion of notes, bonds, and other'securities of the United States, 

16 . transportation of gold coin and gold oertificates trans-

17 ferred to Federal Reserve banks and branches, United 

18 States mints and assay offices, and the Treasury, after March 

19 9, 1933, actual expenses of examiners detailed to examine the 

20 books, accounts, and money on hand at the several deposi-

21 tories, including national banks acting as depositories under 

22 the requirements of section 3649 of the Revised Statutes (31 

• 23 U. S. C. 5(8), also including examinations of cash accounts 

24: • ' at mmts, $350,000. 

H.R.1648 2 
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1 Recoinage of minor coins: 'fo enable the Secretary ot 

2 the Treasury to continue the recoinage of worn and uncur-
• 

3 rent minor coins of the United States now in the Treasury 

4 or hereafter received, and to reimburse the Treasurer of the 

5 United States for the difference between the nominal or 

6 face value of such coins and the amount the same will pro-

7 duce in new coins, $15,000. 

8 Recoinage of silver ~oins: To enable. the Secretary of 

9 the Treasury to continue the recoinage of worn and tmcurrent 

10 subsidiary silver coins of the United States now in the Treas-

11 ury or hereafter received, and to reimburse the Treasurer of 

12 the United States for the difference between the nominal or 

13 face value of such coins and the amount the same will produce 

14 in new coins, $200,000. 

15 Relief of the indigent, Alaska: ,For the payment to the 
• 

, 16 United States district judges in Alaska but not to excee.d 10 

17 per centum of the receipts from licenses collected outside of 

18 incorporated towns in Alaska, to be expended for the relief of 
• 

19 persons in Alaska who are indigent and incapacitated through 
f 

20 nonage, old age, sickness, or ~ccjdent, $25,000. 
k ' 

• 
Ii, :. • 

Refund of money!!." erroneonsly received and 
~'- ' ... 

,21 covered: 
• 

22 To enable the Secretary of the Treasury to lIleet any expendi-
. ~ -;-

23 tures of the character formerly chargeable 10 the appropria-

24 tion accounts abolished nnder section 18 of the Permanent 
• 

!!;) Appropriation Repeal Act of 1934, approved Jnne 26,1934, • 
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1 and any other colleotions erroneously received and. covered 

2 which are not properly chargeable to any other appropriation, 

3 $75,000. 

4 Payment of unclaimed moneys: To enable the SeoretliIy 

5 of the Treasury to· meet a~y expenditures of ,the character 

6 formerly chargeable to the appropri~tion: accounts abolished 

7 under section 17 of the Permanent Appropriation Repeal 

. 8 Act of 1934, approved June 26, 1934, payable from the 

9 funds held by the United States in the trust fund receipt 

.19 account "Unclaimed moneys of individuals whose whele

n abouts are unknown", $15,000. 

12 BUREAU OF THE PUBLIC DEBT 

13 . Salaries and expenses: For necessary salaries and ex-

14 penses connected with the administration of any public-debt 

15 issues and United States paper-cliITency issues with which 
• 

16 .the Secretory of the Treasury is charged, including the pur-
" 

17 'dulse of lawbooks, directories, books of reference, periodicals, 

· 'li· newspapers, and stationery (not to exceed $13,000) and the 

19 maintenance, operation, and repair of a motor-propelled bus 

20 or station wagon for use of the Destruction' Committee, and 

21 including personal services in the District 'of Columbia. , 

22 $3,800,000. 

23 • Printing and binding: For printing and binding for the 

24 Bureau of the Public Debt, $15,000. 

• 25 Distinctive paper for United States securities: For dis-
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1 tinctive paper for United States currency, including trans-

2 portation of paper, traveling, mill, and other necessary ex-

3 penses, and salaries of employees and allowance, in. lieu of 

. 4 expenses, of ufficer or officers detailed from the Treasury 

5 Department, not exceeding $50 per month each when actu-

6 ally on duty; in all, $1,241,431: Provided, That in order to 

7 foster competition in the manufacture of distinctive paper for 

8 United States securities, the Secretary of the Treasury is 

9 authorized, in his discretion, to split the .award for such 

10 paper for the fiscal year 1944 between the two bidders whose 

11 prices per pound are the lowest received after advertisement. 

12 Expenses of loans: The indefinite appropriation "Ex-

13 penses of loans, Act of September 24, 1917, as amended 

14 and extended" (31 U. S. O. 760, 761), shall not be used 

15 during the fiscal year 1944 to supplement the appropriations 

u: otherwise provMed for the current work of the Bureau:of the 

17 . Public Debt, and the amount obligated under such indefinite 

18 appropriation during such fiscal year shall not exceed $57,-

19 000,000 to be expended as the Secretary of the Treasury 

20 may direct: Provided, That the -proviso in the .act of June' 

21 16, 1921 (31 U. S. 0.761), limiting the availability of this 

22 appropriation f0l"Jexpenses of operations on'" account of any 

23 public debt issue to the close of the fiscal year next fonowing . . 

. 24 the fiscal year in whicn such issue was made, shall not apply 
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1 to savings bond transactions handle~ by the Federal Reserve 

2 banks for account of the Secretary of th~ Treasury. 

3 OFFICE OF THE TREASURER OF THE UNITED STATES 

4 Salaries; For personal services.in the District of Colum-. 
5 bia, Office of the Treasurer of the United States, $2,940,000:. 

6 Provided, That with the approval of the Director .01 the 

7 Bureau of the Budget, there may be transferred (notexceed-

8 ing a. total of $410,000) to this appropriation and ·to the 

9 appropriations "Printing and binding, Office of the Treasurer 

10 .of the United States" and "Contingent expenses, Office of 

11 the Treasurer of the United States", from funds respectively 

12 available for such purposes for the Agricultural Conservation 

13 and Adjustment Administration, Home Owners' Loan Cor-

14' poration, Tennessee Valley Authority, Federal Farm Mort

IS gage Corporation, Reconstruction Finance Corporation, Fed-' 

16 eral land banks and other banks and corporations under the 

17 supervision of the Farm Credit Administration,.Railroad 

18 Retirement· Board, FedefaI Crop Insurance Corporation, 

19 United States Maritime Commission, Agricultural Marketing 

20 Administration, Farm Security Administration, National 

21 Youth Administration, Federal. Housing Administration, 

22 Federal Publio Housing Authority, Commodity Credit Cor-

23 poration, and corporations and banks under the Federal 

24 Home Loan Bank Administration, ~ch sums as may be 
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1 necessary to cover, the expenses incurred on account of such 

2 respective activities in clearing of checks, servicing of bonds, 

3 handling of collections, and rendering of accounts therefor. 

4- . No part of any appropriation or authorization in this ACt 

:5 Hhall be used to pay any part of the salary or expenses of any 

'6 person whose salary or expenses are prohibited from being 

7 paid from any appropriation or authorization in any other 

8 Act. 

'9 Contingent' expenses, Office of the Treasurer of the 

:f0 United States: :For all necessary expenses, other than per

H sonal serv.ices and printing and binding, including travel 

12 expenses 'and purchase of periodicals and books of reference, 

13 $160,000. 

14 Salaries (reimbursable) : For personal services in the 

'}5 Di'ltrictof Columbia, in redeeming Federal Reserve notes, 

16 $64.000, to be ,J;eimbu~ed by the :Federal Reserve baJlk.'1. 

17 .Printing and binding: For printing and binding for 

18 . the Office of the Treasurer of the United States, $35,000. 

19 , BUREAU OF CUSTOlIS 

20 . Sa1~es and expenses: For collecting the revenue frJm .... 
21 customs" for enforcement, as specified in Executive Order 

22 Numbered 9083, of certain navigation laws, for. the detection • 
23 and prevention of frauds upon the customs revenue, and not to 

24' exceed $100,000 for the securing of evidence of violations of 

!,l.'l the customs and navigation Jaws; for expenses of transporta.-
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1 tion and transfer of customs receipts from points where there 

2. ate 110 Government dcpositories; not to exeel'd $84,500 fot 

3 allowances for living quarters, including heat, fuel, and light, 

4 as authorized by the Act approved June 26, 1930 ('5 U. S. 
, 
5 O. 118a), but not to exceed $1,700 for anyone person; not 

6 to exceed $500 for subscriptions to newsp'apers; not to exceed 

7 $85,000 for stationery; not to exceed $12,000 for improving, 

8 repairing, maintaining, or preserving buildings, inspection 

9 stations, office quarters, including living quarters for officers. 

10 sheds, and sites along the Oanadian and Mexican borders 

11 acq)lil'ed under authority of the Act of June 26, 1930 (19 

12 U. S. O. 68) ; and fO!' tbe purcbase (not to exceed olle 

13 hundred and fifty), maintenance, repair, and operation of 

14 motor-propelled passenger-carrying vehicles when necessary 

15 for officilll"nse in fi'eld work; for the 'paymimt of extra compen-

16 Bation earned by customs officers or employees for overtime' 

17 serVices, at the expense of the parties in interest, in accord-

18 ance with tbe provisions of section 5 of the Act approved 

19 February 13, 1911, as amended by the Act approved 

20 FebnuU'y 7, 1920, and section 451 of the Tariff Act, 1930, 

21 as amended (19 U. S. C, 261, 267,. and 1451), the receipts 

22 from snch overtime services to be deposited as· a refund 

23 to the appropriation from which such oveitimeoompensa-

24: tion is paid, in accordance with the provisions of section 524 

2;) of the Tariff A ct of 1930, as amended; for the cost of seizure, .: 
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1 storage, and disposition' of any merchandise, vehicle and 

2 team, automobile, boat, air or water craft, or any other con~ 

3 veyance seized under the provisions of the customs laws, 

4 for the purchase of arms, ammunition, and accessories; not to 

5 exceed $665,108 for personal services in the District of Colum

S bia exclusive of ten persons from the field force authorized to 

7 be detailed under section 525 of the Tariff Act of 1930, 

8 $20,481,585: Provided, That the offices of seven comptrollers 

9 of customs, with annual salaries aggregating $43,950, are 

10 hereby abolished. The duties imposed by law and regulations 

11 upon the comptrollers of customs, their assistants and deputies, 
- . 

12 are hereby transferred to, imposed upon, and continued in 

13 positions now established in the Customs Service by or pur-

14 suant to law, as the Secretary of the Treasury by appropriate 

15 regulations shall specify; and he is further authorized to 

16 designate the title by which such positions shall be officially 

17 known hereafter. The Secretary of the Treasury, in per-

18 forming the duties imposed upon him by this paragraph, 

19 shall administer the same in such manner that the haMler 

20 of duties provided hereby will noi result in the establishment ... 
21 'of any new positions in the Customs Service. 

22 Printing and binding: For printing and binding, Bureau 

23 of Customs, including the cost of transportation to field offices 

24 of printed and Dound material and the cost of necessary 

25 packing boxes and packing materials, $85,000. 
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1 Refunds and drawbacks: For the refund or payment of 

2 customs collections or receipts, and, for the payment of de-

3 bentures or drawbacks, bounties, and allowances, as author-

4 ized by law, $19,000,000. 

5 OFFICE OF THE OOMPTROLLER OF THE CURRENOY 

6 Salaries: Comptroller of the Currency and other personal 

7 services in the District of Columbia, $230,000. 

8 Printing and binding: For printing and binding for the 

9 Office of the Comptroller of the Currency, $18,000. 

10 BUREAU OF INTERNAL REVENUE 

11 Salaries and expenses: For salaries and expenses in con-

12 nection with the assessment and collection of internal-revenue 

13 taxes and the administration of the internal-ruvenue laws, 

14 including the administration of such provisions of other laws 

15 as are authorized by or pursuant to law to be administered 

16 by or ,under th,e direction of the Commissioner of Intemal 

17 Revenue, including one stamp agent (to be reimbursed by 

18 the stamp manufacturers) and the employment of experts; 

19 the securing of evidence of violations of the' ActS, the cost of 

20 chemical analyses made by others than employees of the 

21 United -States and expenses incident to such chemists testify-

22 ing when net't's.~ry; telegraph ~nd telephone service, pos~ 

23 age, freight, t'xpress, necessary expenses incurred in making 

2-1 invt'Stigations in connection with the enrollment or disb&P-

H.R.IM8--3 
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1 ment of practitioners before the Treasury Department in 

2 internal-revenue matters, expenses of seizure and sale, and .. 
3 other necessary miscellaneous expenses, including steno-

4 graphic reporting services; for the acquisition of prop-

5 erty under the provisions of title III of the Liquor Law 

. 6 . Repeal and Enforcement Act, approved August 27, 1935 

7 (49 Stat. 872-881), and the operation, maintenance, and 

.8 repair of property acquired under such title III; for the 

9 purchase (not to e~ceed thirty-four), hire, maintenance, 

10 repair, and operation of motor-propelled or horse-drawn 

;t1 passenger-carrying vehicles when necessary, for official use 

.12. of the ~cohol Tax and Intelligence Units.in fieldwork; 

13. printing and binding (not to exceed $1,606,850) ; and the 

14 procurement of such supplies, stationery (not· to 'exceed 

15 $675,800), equipment, 'furniture, mechanical devices, lab-

16 oratory Sllpplies, periodicals, and newspapers for theAlco

·17 hoI Ta~ Unit, ammunition, lawbooks and books of reference, . ' 
18 and such other articles as may be necessary, $94,821,735, 

.~ 

• 'Y 

_19 of which amount not to exceed $11,111,885 may be 

2Qexpended for personal services in the District of Columb!a: 

.21 Provided, That not more than $100,000 of the total amount 

.22 appropriated herein may be expended by the Commissioner 

·23· . of Internal Revenue for detecting and bringing to trial per

~. : sons guilty of violating the internal-revenue ~ws or conniving 
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1 at the same, including payments for information and detection 

2 of such violation. 

3 Refunds and payments of processing and' related taxes: 

4 For refunds and .payments of processing and related taxes 

5 as authorized by titles IV and VII, Revenue Act of 1936, as 

_6 amended; for refun~s of taxes collected (including penalties 

7 and interest) under thll Cotton Act of April ~1, 1934, -as 

8 amended (4:8 Stat. 598), the Tobacco Act of June 28,1934, 
• 

9 as amended (48 Stat. 1275) ,'and the Potato Act of August 

10 24, 1935 (49 Stat. 782), in accordance rith the Second 

11 Deficiency Appropriation Act, fiscal year 1938 (52 Stat. 

12 1150), as amended, and as otherwise authorized by IRw; and 

13 for redemption of tax stamps purchased under the aforesaid 

14 Tobacco and Potato Acts, there is hereby continued avail-

15 able, during the fiscal year 1944, the unexpended balance 

16 of the funds made available to the Treasury Department for 

17 these purposes for the fiscal year 1943 by th~ Treasury De-

18 partment Appropriation Act, 1943. 

19 Additional income tax on railroads in Aloska.: For the 

20 payment to the Treasurer of Alaska of an' amount equal to 

21 the tax of 1 per centum collected on the gross annual incolPe 

22 of all railroad corporations doing business in Alaska, on 

23 busint'ss done in Alaska, which tax is in addition to the' 

24 normal inl'Ome tax· collected from surh corporations on net 
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1 income, and the amount of such additional tax to be appli-

2 cable to general Territorial purposes, $3,000. 

3 Refunding internal-revenue collections (indefinite aPl'ro-

4 prilltion): For refunding internal-revenue conections~ as pro-

5 vided by law, includin~ the payment of claims for the prior 

6 fiscal years and payment of accounts arising under "Allow-

7 ance or draw-back (Internal Revenue) ", "Redemption of 

8 stamps (Internal Revenue) ", "Refunding legacy taxes, Act of 

9 March 30,1928", and "Repayment of taxes on distilled spirits 

10 destroyed by casualty", ther~ is hereby appropriated such 
I 

11 amounts as may be necessary: Pr,ovided, That a report shall . 

12 be 'made to Oongress by internal-revenue districts and alpha-

13 betically arranged of all disbursements hereunder in excess 

14. of $500 as required by section 3 of the Act of May 29, 1928 

15 (sec. 3776, I. R. 0.) ,.jncluding the names of all persons and 

16 corporations to whom such payments are made, together with 

17 the amount paid to each. 

18 BUREAU OF NARCOTICS 

19 .Salaries and exp~nses: For expenses to enforce sections 

20 2550-2565; 2567-2571; 2590-2603; 322o-B228; 3230-

21 3238 of the Internal Revenue Oode; the N~cotic Drugs 
.1/;" 

22 Import and Export Act, as amended (21 U. S. O. 171-184) ; 

23 pursuant to the Act of March 3, 1927 (5 U. S. O. 281c), 

24. and the Act of June 14, 1930 (5 U. S. O. 282-282c), 

25 including the employment of executive officers, attorneys. 
, 
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1 agents, inspectors, chemists, supervisors, clerkS, messengers, 

2 and other necessary employees in the field and in the 13urea:u 

3 of Narcotics in the District of Columbia, to be appointed 

4 as authorized by law; the securing of information :andevi-

5 dence of violations of the Acts; the costs of chemical analyses 

6 made by others than employees of the . United States; the. 

7 purchase of such supplies, equipment, mechanical 'devices, 

8 . books, stationery (not to exceed $6,000) , and such other eX:-

9 penditures as may be necessary in the seversI field offices; cost 

10 incurred by officers and employees of the Bureau of NarcoticS' 

11 in the seizure, storage, and disposition of property under the 

12 iutel'llaI-revenue laws; hire, maintenance, repair and opera-

15 tion of motor-propelled or horse-drawn passenger-carrying 

14 vehicles when necessary for official use in field work; pur-

15 chase of arms and ammunition;' in all, $1,.100,000, of which 

16 amount not to exceed $178,920 may be expended for per-

17 sonal services in the District of Columbia: Prooided, That 

18 the Secretary of the Treasury may authorize the use by 

19 narcotic agents of motor vehicles confis(,llted under the pro-

20 visions of the Act of August 27, 1935 (27 U. S. C. 157). 

21 and the Act of August 9, 1939 (49 U. S. C., Supp. 

22 V, 781-788). and to pay the cost of acquisition, mainte-

23 nance, repair, and operation thereof: Provided fUrther, 

24 That bot exceeding $10,000 may be expended for 

25 the eoUeenon and dissemination of information and appeal 
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1 for law observance and law enforcement, including cost of 

2 printing, purchase of newspapers, and other necessary ex-

3 penses in connection therewith and not exceeding $1,500 for 

4 attendance at. meetings concerned with the work of the 

«'> . Bureau of Narcotics: 'Provided further, That nQt exceediny; 

6 $10,000 may be expended for services or information looking 

7 toward the apprehension of narcotic law violators who are 

8 fugitives from justice: Provided further, That moneys 'ex-

9 pended from this appropriation for the purchase of narcotics 

10 including marihuana, and subsequently recovered shall be 

11 reimbursed to the appropriation for enforcement of the nar-

12 cotic Acts current at the time of the deposit. 

13 Printing and binding: For printing and binding for the 

14 Bureau of Narcotics, $4,000. 

15 BUREAU OF ENGRAVING AND PRINTING 

- 16 For the work of engraving and printing, exclusive of 

17 repay work,~during the fiscal year 1944, United States cur-
18 rency and internal-revenue stamps, including opium ordeB 

19 and special-tax stamps required onder the Act of December: 
~ c ~ 

20 17,1914 (26 U. S. C. 1040, 1383), checks; drafts, and 

21 miscellaneous work, as fonows: 

22 Salaries and expenses: For the Director, two Assistant 

23 Directors, and other' personal services in the District of 

2! Columbia, including wages of rotary press platl printers at 

25- per diem rates and all other plate printers at piece rates to be 



1 .fix~d by the Secretary of the Treasury, not to ~xceedtbefatl)s 

2· usually paid for such work; .and "all t)th~r nccessQ,ry ~:s;p~)J.se~, 

3 except printing and binding, including engravers' and print-

4 .. ers' materials and" other materials, including distinctjv~ and 

5 nondistinctive paper,~xcept distinctivep!l-per{o;r,U ;nited 

6 States currency and Federal Reserve bank currency; pur-

7 chase of tabulating machine card checks; equipment of, re-

8 pairs to, and maintenance of buildings and grounds and minor 

9 alterations to buildings; periodicals, examples of engraving 

10 and printing, including foreign securities and stamps, and 

11 hooks of reference, not exceeding $500; traveling expenses 

12 not to exceed $2,000; not to exceed $2,200 for articles ap-

13 proved by the Secretary "of the Treasury as being necessary 

14 for tlle protection of tlle person of employees; stationery (not 

15 to exceed $5,000) ; for transfer to the Bureau of Standards 

16 for scientific investigations in connection with the work of the . 

17 Bureau of Engraving and Printing, not to exceed $15,0<»; 
• 

18 and for the maintenance and driving of two motor-propelled 

19' pnssengrr-carrying vehicles; $9,600,000, to be expended un'-

20 der the direction of the Secretary of the Treasury. " , 
\ 

21 Printing and binding: For printing and binding for the 

22 Bureau of EngravIng and Printing, $5,500. 

23· . During the fiscal year 1944 all proceeds derived from 

24 work performed by the Bureau of Engraving ·and Printing. 

·25 . by direction of the Secretary of the Treasury, not covered 
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1 and embraced in the appropriations for such Bureau for such 

2 fiscal year, instead of being covered into the Treasury as mis-

3- cellaneous receipts, as provided by the Act of August 4, 

4 1886 (31 U. S. 0.176), shall be credited when received to 

5 the appropriations for such Bureau for the fiscal year 1944. 

6 SECRET SERVICE DmSION 

7 Salaries: For the Ohief of the Division and other per-

8 sonal services in the District of Oolumbia, $71,873. 

9 Suppressing counterfeiting and other crimes: For salaries 

10 and other expenses under the authority or with the approval 

1l of the Secretary of the Treasury in detecting, arresting, and 

12 delivering. into the custody of the United States marshal or 
, 

13 other officer having jurisdiction, dealers and pretended dealers 

14 in counterfeit money, persons engaged in counterfeiting, forg-

15 ing, and altering United States notes, bonds, national-bank 

16 notes, Federal Reserve notes, Federal Reserve bank.notes • 

17 and other obligations and securities of the United States and 
. 

18 of foreign governments (including endorsements thereon and 
" 

." 

19 assignments tliereof), as well as the coins of the United Statefl . . . 
20 and of foreign governme~ts, and persons conimitting other 

21 crimes against the laws of the United Sta!£s relating to the 

22 Treasury Department and the several branches of the public 

23 serVice under its control; purchase (not to exceed twenty), 

24 hire, maintenance, repair, and operation of motor-propened 

25 pa.~senger~ vehicles when necessary; purchase of 
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1 arms arid ammunition; stationery. (not. to:exc.eed $7.500):; 

, 2 traveling expenses; and for no ~ther pJll1ioiie whatsoiwet~ eX:~ 

3 cept in the performance of other duties'specUicaIIy jlutl?:orlzozl 

4: by law, and in the protection of the persQnof thePresideJit 

5 and the members of his immediatefa:mily ·ahd of the person 

6 ehosen to be President of the United' States, $1,414,S5();: 

7 Provided, That of the aD).ount herein appropriated hot tb 

8' exceed, $15,000 may be expended in the discretion of the 

9 • Secretary of the Treasury for, the purpose of 'securing in~ 

10 formation concerning violations of the laws' relating to the: 

11 Treasury Department, and for services <>r information look", 

12 ing toward the apprehension of criminals. 

13 White House Police: For one captain, one inspectot; 

] 1 four lieutenants, six sergeants, and one hundred arid twenty~ 

15 eight privates, at rates of pay provided by law:; ~m a~' 

16 $344,000, notwithstanding the provisions of the Act of 

17 April 22, 1940 (3 U. &. O. 62). 

18 For un~forming and equipping the White House Police. 

19 including the purchase, issue, and repair of revolvers, and 
, 

20 the purchase and issue of ammunition and miscellaneous sup.: 

21 plie~, to be procured in such . mannet as the President in hili 

22 discretion may determine, $10,400. 

23 Salaries and expenses, guard force, Treasury buildings: 

2! For salaries and expenses of the guard force for TreasuiY 
H.R.1648 t . ;: 
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;1' . Department buildings in the District of Columbia, including 

.2: tlwBurel/-u of Engraving and Printing, including purchaS!!, 

.:3 :repair, '!ind ~.cleaning of uniforms,. maintenance, repair, and 

.4. ~operation of motor-propelled passenger-carrying vehicles, and 

.5 ·for tliepui-chase of arms and ammunition and Dllscellaneous 

:6 'equipment, $500,000: Provided, That not to exceed $100,

'll :000' of 'the appropriation "Salaries and expenses, Bureau 

ir' of Engraving imd . PriD.ting", niay be transferred to this 

·9; ~ppropriation to cover service rendered such Bureau in ~on-

10" uectionwith the protection 'of currency, bonds, stamps, and 

11··. other 'Papers of \1alue the cost of producing which is not 

12 covered and embraced in the· direct appropriations for such 

13· Bureau: Provided further, That the Secretary of the Treasury 
.... 

14 .-;tmry.:aetail two agents of the Secret Service to supervise such 

15' force. : 

16. Printing ana ,binding: For printing and binding for the 

17 Secret Service Division, $4,000. 

18 BUREAU OF THE MINT 

19 SalarieS and expenses, Office of the Director: For per.:; 

20 sonal services in the District' of Coiumbia and for ~~y labora-

21' tory chemicals, fuel, materials, balances, weights, stationery 

22 (not to exceed $700r, DOoks, penodicals,specimens of coins, 

23 ores, and travel and other expenses incident to the examina-

24 non of inints,visiting mints for the purpose of superintending 

25 the annual settlement, and for the collection of statistics rela-
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1 tive to the annual production and consumption of the precioils 

2 metals in the United States, $150,000. 

3· Transportation of bullion and com: For transportation.bf 

4 bullion and coin, by registered mail. or· otherwise, between . . 
5 mints, assay offices, and bullion . depositories, $5~OOO, 

6 including compensation of temporary emp1oyees' lind oilier 

7 necessary expenses incident thereto. 

·8 Salaries and expenses, mints and assay offices: For com-

9 pensation of officers and employees of the mints at Phi1&.

lO delphia, Pennsylvania; San Francisco, California; and Den::" 

11 ver, Colorado; the assay offices at New York, New York; ana 
12 SeattIe, Washington, and the bullion depositories at Felt 

13 Knox, Kentucky j and West Point, New York, includIDg 

14 neoessary personal services for carrying out the provisiB'nS 

15 of the Gold Reserve Aot of 1934 and the Silver Purchase 

16 Aot of 1934, alid any Executive orders, proclamations, ana 
17 regulations issued thereunder, and for inoidental and con.. 

18 tingent expenses, including traveling expenses, stationerY 

·19 (not to exceed $2,900), new machinery and repairs, ariDs 

20 and ammunition, purchase and maintenance of uniforms ana 
21 acoessories for guards, proteotive devices, and their mai&-

22 tenance, training of employees in. use of firearms and pre-
23 teotive devices, maintenance, repair, and operation of two 

24 motorbusses for use at the' Fort Knox Bullion Depository, 

25 cases and enameling for medals manufactured. net w8.st8ge 
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1 . in melting and refining and in coining departments, loss on 

2 sale of sweeps arising from the treatment of bullion and the 

. 3 manufacture of coins, not to exceed $500 for the expenses 

4 of the annual assay commission, and not exceeding $1,000 

5 for the acquisition, at the dollar face amount or otherwise, of 

. 6 specimen and rare coins, including U~ted States and' foreign 

7 gold coins and pieces of gold used as, or in lieu of, money, and 

8 ores, for addition to the Government's collection of such coins,' 

9 pieces, and ores; $3,771,370. 

10 Printing and binding: For printing and binding for the 

:u Bureau of the Mint, $8,000. 

~ PROCUREMENT DIVISION 

.;13. Salaries and expenses: For the Director of Procurement 
• 

U' and other personal services in the District of Columbia and 

~. in the field service, and for miscellaneous expenses, including 

'-Ii .office supplies and materials, stationery (not -to exceed 

17 $27,5OOJ, purchase and exchange of motortrucks and mainte-

18 nance thereof, telegrams, telephone service, traveling ex-

19· penses, office equipment, fuel, light, electric current, and other 

20 expenses for carrying into effect reguIations~goveming the . . 
l " 

21 procurement. warehousing, and, distribution by the Procure-
• 

. 22 ment Division of the Treasury Department of property, equip-

. 23 ment; stores, and supplies in the District of Columbia and 
• 

. 24 in the field (including not' to exceed $500 to settle claims 

25 for damages caUsed to private property by motor vehicles 
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1 used· by the Procurement Divisipn), $815,000:' Provided, 

2· That the Secretary of the Treasury is authorized and directed 

3 • during the fiscal year 1944,to transfer to this appropria:-

4 ti,on from any a~propri/ltions or funds'available to the 

1$ several departments and establishments of the Government 

6 for the fiscal year 1944 sucliamounts as may be approved 

7 by the Director of the Bureau of the Budget, not to 

8 exceed the sum of ( a) the amount of the annual compen-

9 sation of employees who may be transferred or detailed to 

10 the Procurement Division, respectively, from any such de

II partment or establishment, where the transfer or detail of 

12 BUch employees is incident to a transfer of a function or func-

13 tions to that Division and (b)· such amount as the Director 

1~ of the Bureau of ilie Budget may determine to be necessary 

15. for ~xpenses other than personal services incident to the 

;L~ proper carrying out of functions so transferred:. Provided fur

lr thm', That payments during the fiscal year 1944 to the 

18 general supply fund for materials, tmd supplies (including 

19 fuel), and services, and overhead expenses for all issues shall 

20 be made on the books of the Treasury Department by transfer 

21 and counterwarrants prepared by the Procurement Division 

22 of the Treasury Department and countersigned by the Comp-

23 troller General, such warrants to be based solely on itemized 

24 invoices prepared by the Procurement Division at issue prices 

25 to be fixed by the Director of Procurement: Provided fur-
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1 ther, That advances received pursuant to law (31 U. S. o. 
2 686) from departments and establishments of the United 

S States Government and the government of the District of 

4 Columbia during the fiscal year 1944 shall be credited 

5 to the general supply fund: Provided further, That not 

6 to exceed $1,000,000 shall be available from the general 

7 supply fund during the fiscal year 1944 Jor personal serv-

8 ices: Provided further, That per diem employees engaged 

9 in work in connection with operations of the fuel yards 

10 may J>e paid rates of pay approved by the Secretary of the 

11· Treasury not exceeding current rates for similar services in 

12 the District of Columbia:· Provided further, That the term 

13 "fuel" shall be held to include "fuel oil": Provided further, 

;14 That the requirements of sections 3711 and 3713 of the :Re-
15 l'ised Statutes (40 U.S. O. 109) relative to the weighing 

-16 of Coal imd woo~ and the separate certificate as to the_weight, 

17 measurement, or quantity of coal;and wood J'urchased shaD 

18 not apply to purChases by the Procurement Division at free-
• 

19 on-board destination outside of the District of Columbia: 

20 Provided further, That the reconditioning and rep~ of slit-

21 . plus property and equipment-,for disposition or reisspe to 

22 Government service, may be made at cost by the Procur&-

23 ment Division, payment therefor to be effected by ~ging 

24 the proper· appropriation and crediting the appropriation 
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1. "Salaries and expenses, Procurement Division''-,: Provided 

2 further, That all orders for printing Illidbinding for the Tieas-

3. ury Department, exclusive of work performed fu the BUreau 

4 of Engraving and Pri.il.ting and exclusive of such printing and 

5' binding as may imder existing law be procUred by fiel~ offices 

6 imder authorization of the Joint Committee on Printing, shall 

7 be placed by the Director of Procurement in aCcord 'with 

8 the provisions of existing law., 

9 Repairs to typeWriting machines (except" bookkeeping 

10 and billing machines) in the Government service in the Dis-: 

11 trict of Columbiaimd areas adjacent thereto may be made at-

12· cost by the Procurement Division, payment therefor to be 

13 effected by charging the proper appropriation and crediting 

14 the appropriation "Salaries and expenses, Procurement 

15 Division". 

16 No part of any money appropriated by this or any other 

17 Act shall be used during the fiscal year 1944' for the 

18 purchase, within the continental Iimiti of the United States, 

19 of' any standard typewriting machines (except book-

20 keeping, biIIin'g, and electric machines) at a price in excess 

21 of the following for models with carriages which will accom-

22modate paper of the fonowing widths to wit: Ten inches 

23 (correspondence models) , $70; tweh"e inches, $75; fourteen 

2-1 inches, $77.50j sixteen inches, $82.50; eighteen inches, 
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1 $87.50; twenty inches, $94; twenty-two inches, $95; twenty-

2 four inches, $97.50; twenty-six inches, $103.50; twenty-

3 eight inches,. $104; thlrty inches, $105; thirty-two inches, 

4 $107.50; or, for standard typewriting machines distinctively 
, 

5 q~et in operation, the maximum prices shall be as follows for 

6 . models 'with carriages which will accommodate paper of the 

7 fonowingwidths, to wit: Ten inches, $80; twelve inches, 

8 $85; fourteen inches, $90; eighteen inches, $95. 

9 . Printing and binding: For printing and binding for the 

10 . Procurement Division, including printed forms and miscel-

11 '1aneous items for general ilse of the Treasury Dep8rtment, 

12 the cost of transportation to field offices of printed and bound 

13 material and the cost of necessary packing boxes and pack-

14: ing materials, $150,000, together with not to exceed $4,000 

15 to be· transferred from the general supply fund, Treasury 

16 Department. . , .~ , 
, .' 

17 This title may be Cited as the "Treasury Department 
l< •• '" 

18 Appropriation Act, 1944" •. 
, 

19 TITLE II-POST OFFICE DEPARTMENT 

20 The fonowing sums are appropriated in conformity with 

21 the Act of July 2, 1836 (5 U:S. C. 380, 39 U. 8. C. 786), 
" 

22 for the Post Office Department for the fiscal year ending 

23 June 30, 1944, namely: 
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1 POST OFFICE DEPARTlImNT, 'WASHINGTON, DISTRICT OF 

2 cot UM:BIA . 

a ' OFFICE OF TEE POSTMASTER GENERAL 

4 Salaries: For the ?ostmasier 'General and other ,per-

S sonal services in' the office of' the Postmaster General in 
. 

6 the District of Columbia, $237,000. 

7 SALARIES IN DUl'{EAUS AND. OFFICES 

8 For personal services in the District of Columbia in 
, , 

9 bureaus and offices of the Post Office Department in not to 

10 exceed the following amounts, respectively: 

11 Office of Budget and .Administrative Planning; 

12 $27,500.-

13 Office of the First Assistant Postmaster General, 

14 $570,000. 

15 Office of the' Second Assistant Postmaster 
, 

General, 

16 $460,000. 

17 Office of the, Third Assistant Postmaster General, 

18 $780,000. 

19 Office of the Fourth Assistant Postmaster General, 

20 $483,000. 

21 Qffice of the Solicitor for the Post Office Departmt'nt, 

22 $130,000. 

23 Office of the chief inspector, $274:,320. 
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1 Office of the purchasing agent, $49,950. 

2 Bureau of Accounts, .$133,640. 

3 CONTINGENT EXPENSES, POST OFFICE DEPARTMENT 

4 For contingent and miscellaneous expenses; including 

5 stationery and blank books, index and guide cards, folders and 

6 binding devices, purchase of free penalty envelopes; tele-

7 graph and telephone service, furniture and filing cabinets and 

8 repairs thereto; purchase of tools and electrical supplies; 

9 maintenance of two motor-driven passenger-carrying vehi-

10 cles; floor coverings; postage stamps for correspondence 

11 addressed abroad, which is not exempt under article 49 

12 of the Buenos Aires Convention of the Universal Postal 

13 Union; purchase and exchange of lawbooks, and books of 

14 reference; newspapers, not exceeding $200; expenses, exccpt 

15 membership fees, of attendance at meetings or conventions 

16 concerned with postal affairs, when incurred on -the written .- - ,~ .. 
17 authority of the 'Postmaster General, not exceeding $2,000; 

. ~l.c ," 

18 and .expeI18es of the purchasing agent and of the Solicitor _ 
#' .1 • 

19 and attorneys connected with his office while traveling on 

20 busines.s of the Department, not exceeding $800; and other 

21 expenses I!ot otherwise prov:ided for; $110,000. 

22 For printing and binding for the Post Office Depart-

23 ment, including all of its. bureaus, offices, institutions, and 
'Ii 'J 

24 services located in Washington, District of Columbia, and 

-" elsewhere, $1,250,000. .. 
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1 . Appropriations' hereinafter made for the field service 

2 'Of ,the Post' Office Departm~t .. exccpt as' otherwise'pro:" 

3 vided, shall net be expended for any of the purposes her&-

4· inbefore provided f?ron account of the Post Office Depart-

5 ment in the District of Columbia: Provided, That the actmil 

6 and' necessary expenses of officials 'and' employees of the 

7 Post Office Department and Postal Service, when travelirig 

8 ori. official' business, may continue :to be paid from the 
• 

9 appropriations for the service· in connection with which 

10 the travel'is performed, and appropriations for the fiscal 

11 year 1944 of the character heretofore used for such purposes 

12 shall be available therefor: Provided further, That appro..: 

13 priations hereinafter made, except such as are exclusively for 

14 payment of compensation, shall be immediately available for 

15 expenses in connection with . the examination of estimates 

16 for appropriations in the field including per diem allowances 

17 in lieu of actual expenses 'Of subsistence. 

18 FmLD SERVICE, POST OFFICE DEPARTMENT 

19 OFFICE OF THE POSTMASTEE GENERAL 

20' Travel expenses, Postmaster General and Assistant 

21 Postmasters General: For travel and miscellaneous expenses 
• 

22 in the Postal Service, offices of the Postmaster General and 
23 Assistant Postmasters General, $3,000. 

24. Personal or property damage claims: To enable the 

25 Postmaster General to ,pay' claims ford~ges, ~ 
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1 during. the fiscal year 1944, or in pnor fiscal years, 

2 to persons or property in accordance with the provisions 

3 of the Deficiency Appropriation Act, approved June 16, 

4 1921 (5 U. S. C. 392), as amended by the Act approved 

5 June 22, 1934 (48 Stat. 1207), $70,000. 

6 Adjusted losses and contingencies: To enable the Post-

7 master General to pay to postmasters, Navy mail clerks, 

8 and assistant NavY mail clerks or credit them with the 

9 amount ascertained to have been lost or destroyed during 

10 the fiscal year 1944, or prior fiscal years, through 

11 burglary, fire, or other unavoidable casualty resulting from 

12 no fault or negligence on their part, as authorized by the 

13 Act approved March 17, 1882, as amended, $55,000. 

14 OFFICE OF CHIEF JNSPECTOB 

15 Salaries of inspectors: For salaries of fifteen inspectors 
ill "1~ 

16 ill charge of divisions and seven hundred and sixty in· 

17 spectors including twenty-five only for the fiscal year 1944, 
• 

18 $2,840,500. 

19 Traveling and miscellaneous expenses: For traveling ex-

20 penses of inspectors, inspectors in charge, the chiefpost-office 

21 inspector, and the as..usta~t chief post-office ~ector, and 

22 for the traveling expenses of four clerks performing steno. 

23 graphic and clerical assista.nci to post-office inspectors in the 

24 invehtigation of important fraud ~; for tests, exhibits, 

25 documents, photographs, office, and other necessary expenqes . 
• 
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1 incurred by post-office inspectors in connection with their 

2 'official investigations, including necessary miscellaneouS ex-

3 pensea of division hea~quarters, and n~t to exceed $500 for 

4 technical and scientific, books imd other books of reference 

5 needed in the operation of the Post Office Inspection Service, 

6 $1,001,450: Provided, That not exceeding $1~,OOO"of this 

7 sum shall be available for transfer by the Postmaster General 

8 to other departments and independent establishments for 

9 chemical and other investigations. 

10 Clerks, division headquarters: For compensation of three 

11 hundred and thirty-six clerks at division headquarters and 

12 other posts of duty of post-office inspectors, $815,000. 

13 P.ayment of rewards:' For payment of rewards for 

1" the detection, arrest, and conviction of post-office burglars, 

,15 robbers, highway mail robbers, and persons maiIing or caus-
, 

16 ing to be mailed any bomb, infernal .machine, or mechan-

17 ical, chemical, or other device or composition which may 

18 ignite, or explode, $55,000: Provided, That rewards· may 

19 be paid in the discretion of the Postmil.ster General, when 

20 an offender of the classes mentioned was killed in the act 

21 ot cclnmitting the crime or in resisting lawful arrest:- Pro-

22 vidsd further, That no pan of this sum shall be nsed to pay 

23 any rewards at rates hi. excess of those specified in Post 

24 Office Department Order 15142, dated February 19, 1941: 

25 PrWidsd further, Thai of the amount herein appropriated not 
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1 to exceed $20,000 may be expended in the discretion of 

2 the Postmaster General, for the purpose of securing infor-

3 mation concerning violations o~ the postal laws and for 

4 services and. information looking toward the apprehension 

5 of criminals • 

• 6. OFFICE OF THE FIRST ASSISTANT POSTMASTER GENERAL 

• 
7. Oompensation to postmasters: For compensation to post-

8 masiers, including compensation as postmaster to persons 

. 9 who, pending the designation of an acting postmaster, assume 

10 and properly pedorm the ·duties of postmaster in the event 

11 of a vacancy in the office of postmastcr of the third or fourth 

12 . class, and for allowances for rent, light, fuel, and equipment 

13 to postmasters of the fourth class, $53,500,000. 

1~ Oompensation to assistant postmastcrS: For compcnsa-

15 tion to assistant postmasters at first- and second-class post 

.16. ·offices, $9,675,000. 

17 Olerks, first--and sccond-class post offices: For compen-

18 ~ation to clerks and employees at first- and sccond-class post 
~~ ~. 

19 offices, including auxiliary clerk hire at summer and winter .. 
20 post offices, printers, mechanics, skilled laborers, watchmen, 

21 messenge-':ll, laborers, and substitut~s, $239,000,01)0., 

22 Oontract station service: For contract station service, 

23 $2,475,000. 

24 Separating mails: For separating mails at third- and 

25 fourth-class post offices, $420,000. 
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1 Unusual conditions: For unusual . conditionS at post 

2 offices, $425,000. 

3 Clerks, third-class post offices: For allowances to tbird-

4 class post offices to cover the cost of clerical services, 

5 $8,600,000. 

6 Miscellafteous items, first- and second-clal!s post offices: 

7 For miscellaneous items necessary and incidental to the op-

8 eration and protection of post offices of the firSt and second 

9 classes, and the business conducted in connection therewith, 

10 not provided for in other appropriations, $2,300,000. 

11 Villa~e 'delivery service: For village delivery service in 

12 to~ns and villages having post offices of the second or third 

13 ~ss, and in communities adjacent to cities having city 

14 delivery, $1~500,OOO. 

15 Detroit River service: For Detroit River postal service, 

16. $11,960. 

17 Carfare and bicycle allowance: For carfare and bicycle 

18 allQ~nn.ce, including specioJ.-delivery carfare, cost of trans-

19 porting carriers by privately owned autumobiles to and 

20 from their routes, at rates not exceeding regular streetcar 

21 or bus fare, and. purchase, maintenance, 8J.td exchange of 

22 bicycles, $1,600,000. 

23 City delivery carriers: For pay of leUer carriers, City 

2! Delivery Service, and United States Official MaiI and Mes-

25 senger Service, $165,000,000. 
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1 Special-delivery fees: For fees to special-delivery 

2 messengers, $12,200,000. 

3 Rural Delivery Service: For pay of rural carriers, 

4 auxiliary carriers, substitutes for rural carriers on annual and 

5 sick leave, clerks in charge of rural stations, and tolls and 

6 ferriage, "Rural Delivery Service, and for the incidental 

7 expenses thereof, $92,200,000, of which not less than $200,-

8 000 shall be available for extensions and new service. 

9 OFFICE OF THE SECOND ASSISTANT POSTMASTER GENERAL , 

10 Star-route service: For inland transportation 'by star 

11 routes (excepting service in Alaska), including temporary 

12 service to newly established offices, $14,750,000. 

13 Star-route service .. Alaska: For inland transportation by 

;l~ star routes in Alaska, $500,000. 

15 
" " Powerboat service: For inland transportation by steam-

~ boat or other powerboat routes, 'including ship;1!teamboat, 

n and way letters, $550,000. 

18· Railroad transportation and mail messenger se~: For 
• • 

19. inland transportation by railroad routes and for mail mes-

20 . senger service, $118,000,000: Provided, That separate ao-

2l counts be kept of the amount expended for mail messenger 

22 servIce. 
t 

23 Railway Mail Service: For fifteen division soperintend-

24 ents. fifteen assistant division soperintendents, two assistant 
• 

25 SDperintendents at large, one hundred and twenty chief 
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1 clerks, one hundred and twenty assistant chief clerks, clerks 

2 in charge of sections in the offices of division superintend

S ents, railway postal clerks, substitute railway postal clerks, 
. 

4 joint employees, and laborers in the Railway Mail Service, 

5 $60,530,175. , 

6 Railway postal clerks, travel allowance: For travel 

7 allowance to railway postal, clerks' and substitute railway 

8 postal clerks, $3,500,000. 

9 Railway Mail Service, traveling expenses: For actual 

10 and 'necessary expenses, general superintendent and assistant 

11 general superintendent, division superintendents, assistant di4 

12 vision superintendents, assistant superintendents, chief clerks, 

13 and assistant chief clerks, Railway Mail Service, and railway' 

14 postal clerks, while actually traveling on business of the Post 

15 Office Department and away from their several designated 

16 headquarters, $67,000. 

17 Railway Mail Service, miscellaneous expenses: For rent, 

18 light, heat, f,:,el, telegraph, miscellaneous and office expenses, 

19 telephone service, badges for railway postal clerks, rental of 

20 space for terminal railway post offices for the distribution of 
• 21 mails when the furnishing of spaoa for such distribution can-

22 not, under the Postal Laws and RegnJations, ~roperly be 

23 required of railroad companies without additional compensa-
• • 

2-1 tion, and for equipment and miscellaneous items necessary 

25 to terminal railway post offices, $380,000. 
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1 Electric-car service: For e]ectric-cni service, $220,000. 

2 Foreign mail transportation: For tramportation of for-

3 eign mails, except by. aircraft, $675,000. 

4 Balances due foreign countries: For balances due foreign 

5 countries, fiscal year 1944 and prior years, $2,250,000. 

6 Indemnities, international mail: For payment of limiteC! 

7 indemnity for the injury or loss of international mail in 

8 accordance with convention, treaty, or agreement stipula-

9 tions, fiscal year 1944 and prior years, $8,000. 

10 Foreign air-mail transportation: For transportation of 

11 foreign mails by.aircraft, as authorized by Jaw, including the 

12 transportation of mail by aircraft between Seattle, Washing-

13. ton, and Juneau, Alaska, VIa Ketchikan, Alaska,. 

14 $4,500,000. 

15 Domestic Air Mail Serviee: For the inland transpor-. 

16 tation 'of mail' by aircraft,' as authorized by Jaw, and for 

17 the incidental expenses thereof, including not to exceed 

18 $55,200 for supervisory officials' and clerks at air-mail trans-
,.,,,-.' . 

19 fer points, travel expenses, and not to exceed $76,720 for 

20 personal servic!s in the District of Columbia, $22,000,000. . ',. 
21 OFFICE OF THE:, THIRD ASSISTANT POSTMASTER GEYERAL 

-- • ..!. 

22 Manufacture and distn'bntion of stamps and stamped 
p' 

23 paper: For manufacture Of adheSive postage stamps, special-
, , 

24 delivery stamps, books of stamps, stamped envelopes, news- , 

25 paper wrappers, postal cards, and for coiling of stamps, and 
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1 including not toexpeed $22,950 for pay of agent and 

2· assiAtants to: examine and distribute stamped envelopes 

S and newspaper wrappers, and for expenses of agency, 

4 $5,000,000. 

5 Indemnities, domestic mail: For payment of limited 
. . 

6 indemnity for the injury or loss of pieces of domestic regis-

T tered matter, insured and collect-on-delivery mail, and ·for 

8 failure to remit collect-on-delivery charges, $750,000. 

9 Unpaid money orders more than one year old: For 

10 payment of domestic money orders after one year from the 
. 

11 ll1~t day of the IVonth of issue of such orders, $190,000. 

12 OFFICE OF THE l!'OURTH ASSISTANT POSTMASTER GENERAL 

18 Post office stationery, equipment, and supplies: For sta-

14 tionery for the Postal Service, including the money-order 

15 and registry system; and also for the pl~rchase of supplies 

16 for the Postal Savings System, including rubber sta~ps, oan-

17 eeling devices, certificates, envelopes, and stamps for use in 

18 evide-neing deposits, and free penalty envelopes; and for the 

19 reimbursement of the Secretary of the Treasury for expenses 

20 incident to the preparation, issue, and registration of the 

" 21 bonds authorized by the Act of June 25, 1910 (39 U. S. c. 
22 760); for miscellaneous equipment and supplies, including 

2S the purchaSe and repair of furniture, package boxes, posts, 

24 trucks, baskets, satchels, straps, letter-box paint, baling ma-. 
2~ chines, perforating machines, stamp vending and postage , 

• 
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meter devices, duplicating machines, printing presses, direo

tories, cleaning supplies, and the manufacture, repair, and 

exchange of equipment, the erection and painting of letter

box equipment, and for the purchase and repair of presses antl 

dies for use in the manufacture of letter boxes; for postmark

ing, rating, money-order stamps, and electrotype plates alid 

repairs to same; metal, rubber, and combination type, dates 

and figures, type holders, ink pads for canceling and stamping 

purposes, and for the purchase of time recorders, letter bal

ances, scales (exclusive of dormant or huilt-in platform scales 

in Federal buildings) , test weights, and miscellaneous articles 

purchased and furnished directly to the Postal Service, in

cluding complete equipment and furniture for post offices in 

leased and rented quarters; for the purchase (including et .. 

change) , repm, an~ replacement of arms and miscellaneous 
.-"",.. 

items necessary for the protection of the mails I for misce~ 

laneous expenses in the preparation and publication of post. 

route maps and rural delivery lllllPs or blueprints, including 

tracing for photolithographic reproduction; for other expendi-
, 

tures necessary ~d incidental" to post offices of the first, sec-
~ . -

ond, and. third classes, and offices of the fourth class having , .-
or to have rural delivery service, and for letter boxes; for the 

purchase of atlases and geographical and technical works not 

to exceed $1,500; for wrapping twine and tying devices; 

for expenses incident to the shipment of supplies, wclnel-
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.1 ing. hardware, boxing, packing, and not exceeding $63,-

2 800 for the pay of employees in connection therewith in 

3 the District· of Columbia; for rental, purchase, exchange, and 

• repair of canceling. machines and motors, mechanical mail-. 

5 handling apparatus, accident prevention, and other la.bor-sav

·6 ing devices, .including cost of power in rented buildings and 

7 miscellaneous expenses of instolIati~n and pperation of same, 

8 including not to exceed $35,000 for salaries of thirteen travel-

9 ing mechanicians, and for traveling expenses, $3,500,000: 

10. Provided, That the Postmaster General .may authorize the 

11 sale to the publio of post-route maps and rural delivery maps 

12 or blueprints at the cost of printing and 10 per centum thereof 

13 added.· 

14 Equipment shops, Wasbington, District of Columbia: 

15 For the purchase, manufacture, and repair of mail bags 

16 and other mail containers and attachments, mail locks, keys, 

17 chains, tools, machinery, and material necessary for same, 

18 and for incidental expenses pertaining thereto; material, 

19 machinery, ·and tools necessary for the manufacture and 

20 repair of such other equipment for the Postal Service as 

U may be deemed expedient; accident prevention; for the ex-

22 pl'nses of maintenance and repair of the mail bag equip-

23 ment shops building and equipment, including fuel, light, 

24 poWl'r, and miscellaneous supplies and services; maint&-

25 Dance of grounds; for compensation to labor employed in 
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1 the equipment shops and in the operation, care, mainte-

2 nance, and protection of the equipment shops building, 
, . 

3 grounds, and equipment, $1,650,000, of whie;h not to exceed 

4 $626,000 may be expended for personal services in the 

5 District of Columbia: Provided, That out of this appropria-

6 tion the Postmaster General is authorized to use as much 

7 of the sum, not exceeding $15,000, as may. be deemed 

8 necessary for the purchase of material and the manufacture 

9 in the equipment shops of such small quantities of distinc-

10 tive equipments as may be required bv oth~r executive 

11 arpamnents; and for service in Alaska, Puerto Rico, 

12 Philippine Islands, Hawaii, or other 'island possessions • 
• 

·13 Rent, light, fuel, and water: For rent, light, fuel, and 

·14 water, for first-, second-, and third-class post offices, and the 

15 cost of advertising for lease proposals for such .office.. 

,16 $10,350,000. \ 

17 Pneumatic-tube service, New York City: For rental Of 

18 not exceeding twenty-eight miles of pneumatic. tubes, ,hire 
. 'h 

19 of labor; •. communication service, electric power, and other 
~, 

20 expenses for' transmission of mail in the city of New York 

21 inclnding the BorQugh of Brooklyn, $535,000: Pr()t,-iikd, 

22 That the provisions of the Acts of April 21, 1902, May 27. 

23 1908, and June 19, 1922 (39 U. S. C. 423), relating to 

. 24 contracts for the transmission of mail by pneumatic tubes 

25 or other similar devices shall not be applicable hereto. 
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1 Pneumatic-tube service, Boston: For the· rental of not 

2 . exceeding two miles of pneumatic tubes, not including labor 
• 

3 and power in operating the same, for the transmission of mail 

4 in the city of Boston, Massachusetts, $24,000: Provided, 

5 That the provisions not inconsistent herewith of the Acts of 

6 April 21, 1902 (39 U. S. C. 423), and May 27, 1908 (3!}, 

'I U. S. C. 423), relating to the transmission of mail by pneu

a matic tubes or other similar devices shall be applicable 

9 hereto; 

10 Vehicle service~ For vehicle service; the hireo.f 

11 vehicles; the rental of garage facilities; the purchase, main-

12 tenance, and repair· of motor vehicles, including the repair 

13 of vehicles owned by, or under the control of, units o.f 

14 the National Guard and departments and agencies o.f the 

15 Federal Government where repairs are m&de necessary be-

16 cause o.f utilizatio.n o.f such vehicles in the Po.stal Service; 

17 accident prevention; the hire o.f supervisors, clerical assist-

18 allee, mechanics, drivers, garagemen, and such o.ther em-
-

19 ployees as may be necessary in providing vehicles and 

20 vehicle service for use .in the collection, transPo.rtatio.n, 

21 delh-ery, and supervisio.n of the mail, and United States 

22 o.fficial mail and messenger service, $17,200,000: p~ 

23 t-idt>d. That the Posbnaster General may, in his disburse-

2! lIIent o.f tbis appropriatio.n, apply· a part thereof to. the 

25 . It·asing o.f quarters fo.r the ho.using o.f Government~WDed 
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1 motor vehicles at a reasonable annual rental for a term not 

2 exceeding ten years,: Provided further, That the Postmaster 

3 General, during the fiscal year 1944 may pur-

4 chase and maintain from the appropriation "Vehicle 

5 Service" such tractors and trailer trucks as may be required 

6 in the operation of the vehicle service: Provided further, 

7 That no part of this appropriation shall be expended for 

'·8 maintenance or repair of motor-propelled passenger-carrying 

9 vehicles for use in connection with the administrative work 

10 of the Post Office Department in the District of Columbia. 

n Transportation of equipment and supplies: For the trans-

12 portation and delivery of equipment, materials, and supplies 

13 for the Post Office Department and Postal Service by freight, 
• 

14 express, or motor transportation, and other incidental ex-

15 penses, $385,000. 

16 PUBLIO BUlLDINGS, l£AINTENANCE AND OPERATION 

17 Operating force: For personal services in connection 

18 with the operation of public buildings, including the Wash-

19 ington Post Office and the Customhouse Building in the 

20 District of Columbia, operated by the Post Office Depart-
; 

21 ment, together with the grounds thereof and the equipment 

22 and furnishings . therein, including telephone operators for 

23 the operation of telephone switchboards or equiv~t tele-

24 phone switchboard equipment in such buildings jointly serv-

21} jng in each case two or more governmental activities, 
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1 $27,000,000: ,Provided, That in nO", cllse Fhllll the rates pf 

2 compensation for the mechanical labor force ',be in ,excEl!ls 

3 'of the rates current at the time and in the place where such 

'4: services are employed. 

5 Operating' supplies, public buildings: For fuel, steam, 

6 gas, and electric current for' 'lighting, heating, and power 

7 purposes, water, ice, lighting supplies, removal 'of ashes 

8 and rubbish, snow and ice, cutting grass and weeds,washing-

9. towels, telephone service for, custodial forces, an:d for mis-

10 cellaneous services and supplies,accident prevention, vacuum 

11 cleaners, tools and appliances and repairs thereto; for the 

12 operation of completed and' occupied public buildings arid 

13 grounds, including mechanical and electrical equipment, but 

14 not the repair thereof, operated by the Post Office Depart-

15 • ment, including the Washington Post Office and the Custom-

16 house Building in the District of Columbia, and for the 

17 transportation of articles and supplies authorized herein, 

18 $5,~OO,OOO: Provided, That the foregoing appropriation 

19 shali not be available for personal services cxcept for work 

20 . done by contract, -or for temporary job labor onder exigency 

21 not exceeding at-one time the sum of $100 Itt anyone build-

22 ing: Provided furtl&er, That the Postmaster General is au-

23 thorized to 'contract for telephone sernce in public buildings' 

24 under his administration by means of telephone switchboards 

25 or equivalent telephone switching equipment jomtIy serving 
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1 in each case two or more governmental activities, where he 

2 determines that joint service is economical and in the interest 

3 of the Government, -and to secure reimbursement for· the 

4 cost of such joint service from available appropriations for 

5 telephoI;le expenses of the bureaus and offices receiving the 

6· same. 

7 Furniture, carpets, and safes, publio buildings = For the 

·8 procurement, including transportation, of furniture, carpets, 

9 safes, safe and vault protective devices, and repairs of same, 

10 for use in public bUildings which are now, or may hereafter 

11 be, operated by the Post Office Department, $550,000: 

,12 Prooided, That exceptfug expenditures for labor for or in-

13 cidental to the moving of equipment from or into publio 

,14 buildings, the foregoing appropriation shall not be used for 

15 personal services except for work done under contract or 

16 for temporary job labor under exigency; and not exceeding 

17 at one. time the sum 'of $100 at anyone building: Provided 

18 furll1.er, That aU furniture now owned by the United States 

19. in· other public buildings or in buiMings rented by the 

20 United States shall be used, so far 8.8 practicable, whether . . 

21 or not it corr~onds with the present regriIation plan of 
.Q 

22 furniture. 

23 SEC. 202. Bcientifie inves6gations: In the disbursement 
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1 of appropriatioIlS contained in.this titIefOl' the field service of 

.2. the Post Office Department the Postmaster G~eral may 
" s transfer to the Bureau of Standards not to exceed $20,000 far 

" scientific investigations in connection with.' the purchase of 

5. ,materials, equipment, and supplies necessary in the main:' 
. , 

6 tenance and operation of the Postal Service. 

,7 Soo. 203. Deficiency in postal revenues: If the revenues 

8. of the Post Office Department shall be insufficient to meet the 

,9 appropriations made m:'der title IT of this Act, a. sum equal 00 

10" such deficiency in the revenues of such Departmenfis hereby 

11 appropriated; to be paid out of any money in the TreasurY 
12 not otPetwise appropriated, to supply such deficiency in the' 

13· revenues of the Post Office Department for the fiscal year 

U ending' June 30, 1944, and the' sum needed may be 

15, a.dvanced to the Post Office Department upon requisition ef 

16 the Postmaster General. 

17 SEC. 204. No part of the money appropriated in thie tit~ 

18 shall be expended for the purpose of collecting, sorting. 

19, ha.ndling, transporting, or delivering free the mail of any 

20 Officer in any executive department or administrative agency 

21 of government. 

22 Soo. 205. This title may be cited as 'the ''Post Office 

23 Department Appropriation Aot, 1944". 
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1 TITLE ill-GENERAL PROVISIONS 

2 S~c. 301. No part of the money appropriated under 
.' 

3 this Act shall be paid to any person for the filling of any 
. 

4 position for which he or she has been nominated after the 

5 Senate upon vote lias failed to confinn the nomination of 

6 such person. 

7 SEC. 302. No part of any appropriation contained in 

8 this Act shall be used to pay the salary or wages of any 

·9 person who advocates, or who is ,a member of an organiza-

10 tion that advocates, the overthrow of the Government of the 

11 United States by force or violence:. ProWled, That for the 

12 purposes hereof an affidavit shall be considered prima facie 

13 evidence that the person making the affidavit does not advo-

14 cate, and is not a member -of an organization that advocates, 

15 the overthrow of the Government of the United States by 

16 force or violence: Provided further, That' any person who 

17 advocates, or who is a member of an organization that advo-

18 cates, . the overthrow of the GOverninent of the United States 
~"1 

19 by force or violence and accepts employment, the ~ or 

20 wages for which are paid from any appropriation contained , t 
21 in this Act, shall -be guilty of a felony and, upon conviction, 

22 shall be fined not more than $1,000 or imprisoned for not 

23 more than one year; or both: Provided further, That the , 
24 above penalty clause shall be in addition to, and not in sub-

25 stitution for, any other provisions of existing Jaw. 
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1 SEO. 30S. This Act may be cited as the "Treasury and 

2 Post Office Departments Appropriation Act, 1944". '. Passed the ,House of Representatives February 9, 1945. ' 

Attest: SOUTH TRIMBLE, 

Olerk •. 
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3772). ' 
Seo. Jl04; Change of Dale of Board of Tax Appe8.J.S. 
Sec. 505. Requirement l filing notice of lien (sec. 3672). 
Sec. 506. Suspension ofperiod for computation of interest ill case of cer

tain foreigrtaxpayers. 
, ,See. 501. Stamp', tax ,JI. connection with transactions- under orders Vf 

Securities ad Exchange Commission (sec. 1808). 
Sec. 508. Time for perfl:ming certain acts postponed by reason of war. 

rm.. VI-ExCISE TAXES 

Sec. 601. Eifective date i this title. 
Sec. 602. Distilled spiril (sec. 2800). 
Sec. 603. Fermented mal liquors (sec. 3150). 
Sec. 604. Wines (sec. 800). 
Sec. 605. Tobacco, cigar, cigaretle.., and cigarette papers and tubes (sea. 

2000). 
Sec. 606. Telephone, teI'Vaph, etc. (sec. 3465). 
Sec. 607. Photographic I/lparatu8 (sec. 3406 (a) (4». 
Sec. 608. Lubricating oil (sec. 3413). 
Sec. 609. Transportationof persons (sec. 3469). 

• Sec. 610. Organs under ontract before October 1, 1941. . . 
Sec. 811. Termination oicertllin excise taxes (sec. 8406 (a) (5), (1), (8y, 

and (9». . 
Sec. 612. Affixing of eigalltte stamps ill foreign countries (sec. ",12 (e)). 
Sec. 618. Exemption of iJSignia, etc., used ill cOnnection with uniforms of 

the armed foJleS from jewelry tax (sec. 2400), 
Sec. 614. Exempt leases If water coolers (sec. 3405 (a». , 
Sec. 8111. Exemption of crlain cash registers (sec. 3406 (a) (8». 
Sec. 816. Exempt transpcrtation of oil by pipe line (sec. 8460). 

, Sec. 611. Coin-operated dDusement and gaming devices (sec. 8261). 
Sec. 818. Tax on pari.mltuel wagering (Chapter 10). 
Sec.619. Sale under chltteI mortgage (sec. 2405 and sec. 8441). 
Sec. 620. Repeal of oortlin provisions relating to mixed flour. 
Sec. 621. Transportatior of property. 

1 (b) ACT AllinmATORY OF lNTImNAL REvENuE 

2 CODE.-Except as ~therwise expressly provided, wherever 
• 

3 in this Act an amendment is expressed in terms of an amend-

4 ment to a chapter, subchapter, title, supplement, section. 

5" 8ubsl'ction, subdivision, paragraph, subparagraph, or clause, 

• 
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1 the reference shall be considered to made to a provision 

2 of the Internal Revenue Code. 

3 (c) MEANING OF TERMS USE Except as otherwise 

4 expressly provided, terms used in Act shall have the 

-5 same meaning as when used in the ternal Revenue Code. 

6 TITLE I-INDIVIDUAL A CORPORATION 

'7 INCOME TA ES 
8 Part I-Amendments t Chapter 1 

9 SEC. 101. TAXABLE 'YEARS TO H AMENDMENTS Ap· 

10 ·PLICABLE. 

11 Except as otherwise expressly vided, the amendments 

12 made by this .title shall be applic Ie only with respect to 

~3 .U!.xable ~ears beginnin~ after Dece 

14: SE~. 102. NORMAL TAX .ON INDI 

15 Section 11 is amended to read 
.... " ., 

16 
;lfl-, ,,:, . r' 

ttl r! 
17 "There shall be levied, collect , and paid for each tax-

I a. :-: '.r~' _ 

18 able year upon the nelj~ome of ery~indivi4ruIJ ~ nOrmal 
'...... 'Jo 

19 tax of 6 per centum of the amo t of the net income in . - - . 

20 excess of the credits against net in me provided in section 

21 25. (For alternative tax, if gross· orne from certain sources 

22 is $3,000 or lesS, see section .400) .' 



'l 

1 $EC.l03. SURTADN INDIVIDUALS. 
" . 

2~ Section 12 (Us amended to read as follows: 

3 II (b) RATEIDF SURTAX.-There shlill be levied, cQI-. . 

• lected, and paid, t. each: taxable year upon thll surtax net 

5 income of every hlvidual the surtax sho~ ·iII . the following 

6 table: 
• "If the surtax net inene is: The surtax shall be: . 

Not over $2,000 __ ,.___________ 13% of the surtax net income. 
Over $2,000 Dut not· '8l' $4,000':-- $260, plus 16% of excess over 

. " . $2,000. .,. 
Over $4,000 but not ter $6,000___ $580, plus 20% of excess 1lver 

$4,000. , , 
Over $6,000 but not tel' $8,000___ $980, plus 24% of excess over 

, $6,000. 
Over $8,000 but not eer $10,000_ $1,460, plus 28% of excess over 

$8,000. 
Over $10,000 but not ver $12,000. $2.020, plus 32% of excess ove!' 

Over $12,000 but not ver $14.000. 

Over $14,000 but not ver $16,000_ 

$10,000. 
$2,660, plus 36% of excess over 

$12,000. . 
$B,380,plus 40% of excesS over 

$14,000. 
Over $16,000 but not fer $18,000_ .$4,180, plus 4:1% of excess over 

$16,000. 
Over $18,000 but not'l\8r $20,000. 

; 
Over $20,000 but not I1eI' $22,000-

$5,040, plus 46% of excess over 
$18,000. ~ 

$5.960, plus 49% of excess over 
$20,000. 

Over $22,000 but not "er $26,000_ $6.940, plus {i2% of excess over 
$22,000. 

O\"ef $26,000 but not lI'er $32,000_ $9,020, plus 55% of 8XCI!BB over 
. $26,000. . 

Over $32,000 but not lI'er $38,000- $12,320, plus 58% of excess over 
. $32,000. 

Over $38,000 but not oftr $44,000_ $115,800, plus 61% of excess over 
. $38,000. 

Over $44,000 but not .ftr $50,00IL $19,460, plus 63% of excess over 

Over $150,000 but not cver $6O,OOO~ 

Over $60,000 but not cver $70,000_ 

$44,000-
$23.240, plus 66% of excess over 

$50,000. 
$29,840, plus 69% of excess over 

$6O,ooq. 
Over $70,000 but not ever $8O,OOIL $36.740. plus 72% of excess over 

$70,000. 
Over $80,000 but not cver $90,000_ $43.940, plus '15% of excess over 

Over $90,000 but not 0_ $100,000_ 

o.er $100,000 but f not oftr 
$150,000. 

o.er $150,000 but· not over 
$200,000. • Over $2OO,ooo.. __ ~ __ _ 

$80,000-
$51.440, plus 7'1% of excess over 

$90.000. 
$59.140, plus '19% of excess over 

$100,000- . 
$9!1.,640. plus 81% of ~ over 

$150.,000. 
$139,140. plus 82% of excess over 

$200,000.-
, 
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1 SEC. 104. OPTIONAL TAX ON INDIV JALS WITH GROSS 
1 

2 

3 

INCOME FROM CERTAIN UnCES OF $3,000 OR 

LESS. , ) 

4' (a) OPTIONAL TAX RATF.8.-8 ion 400 (relating to 

5 optionai tax) is amended to read as fo ws': 

6 "SEC. 400. IMPOSITION OF TAX. 

7 "~I\ lieu of the tax imJ.>osed un jo sections 11 and 12, 

8 an individual who makes his return n the cash basis may 

,9 elect, for each taxable year, to pa. the tax shown in the 

10 following table if his gross income r' such taxable year is 
• 

11 $3,000 or less and consists whollJ Df one or more of the 

12 following: Salary, wages, compensa n for person~ services, 

13 ' dividends, 

14 an'ltuities: . 

interest, 

-, 

-1£ tile cr- Ia
eome is oyer- B.t Dot oyer- Slnllle pertIO 

(not bead 0 
a ramil,.) 

• 

F8vakies or 

Morrietl per-
8GB ... ldn. 
_ater ... 

tarn 

• 

(2~ lIa"'," 

""'""" -0f'"M---"--_ ... 
(l) Hamed 

peT.oJl 
UlhOHapoUH 
haa '"' ,rou 

Income or 
(2) MorrIH 
peraoa ....... 
la, jCllntre-
tara or (3) 

Head of 
family 

---------�---~-I·----_+I'------i------
f-O_.;. ___________ _ 
$525 __________ _ 

5550..:_~ ____ "" __ 
5575 __________ _ 
$600 __________ _ 
5625 _________ _ 
$650 __________ _ 
$675 _____ ..... ___ _ 
5700 __________ _ 
$725_: ________ _ 

5525 
550 
575 
600 
625 
650 
675 
700 
725 
750 

s 

1 
1 
2 
2 
2 
3 

so 
o 
o 
o 
o 
o 
3 
6 
9 

J4 

so 
o 
o 
o 
o 
o 
o 
o 
o 
o 



• 

• 
f : 4. I 

, , 
," ',' U the 1P'08811\0 ' Bullt.,over-
, -eo~ Is, o~.... " ", , Single person 

, '" .' (nol head or 
, " - a family) 

,. '! 

,", l . -·1 
(" 

$750 __________ _ 

$775 ___ ~-------
$800 __________ _ 
$825 __________ : 
$850 __________ _ 

$875 ____ • ____ ._. 
$900 ••• ________ _ 
$925 __________ _ 
$950 __________ _ 

$975 •• ___ • ____ _ 
$1,000 ________ _ 
$1,025 ________ _ 
$1,050 ________ _ 
$1,075 ________ _ 
Sl,100 ________ _ 
$1,125 ________ _ 
$1,150 ________ _ 
$1,175 _____ c __ _ 
$1,200 ________ _ 
$1,225 ___ ~ ____ _ 
$1,250 ________ _ 
$1,275 ___ ,_~ __ _ 
Sl,300 ________ _ 
$1,325 ________ _ 
$1,350 ________ _ 
$1,375 ______ . __ 
$1,400 ________ _ 
$1,425 ________ _ 
$1,450 ________ _ 
$1,475 ________ _ 
$1,500 ________ _ 

$1,525_ ----- -- _I' $1,550. _______ _ 
$1,575. _______ .I 
$1.600 ________ _ 
$1,625 ________ _ 
$1,650 ________ _ 
$1,675 ________ _ 

, 

!$775 
,', 800 

i 825 
850 

, 875 

~,' :~~ 
~ 950 
i 975 

1
,000 
,025 
,050 
,075 

-i,100 
~, 125 
t, 150 
\,175 
',200 
'1,225 
i,250 
',275 
'1,300 
'1,825 
i,850 
1,375 
1,400 
1,425 
,1,450 
t,475 'I 500 , 
),525 
1,550 
1,575 
1,600 
',625 

.1,650 
'1,675 
1,700 

$37 
41 
46 

, 50 
54 
59 
na 
67 
71 
76 
80 
84 
89 
93 
97 

102 
106 
110 
ItS 
l19 
123 
128 
132 
136 
141 
145 
149 
154 
158 
162 
167 
171 
175 
180 

'184 
188 
193 
197 

The lax shall be-

'Married pe .... 
Bon making 
separate re

turn 

$18 
22 
27 
31 
35 
40 
44 
48 
52 
57 
61 
65 
70 
74 
78 
83 
87 
91 
96 

100-
104 
109 
113 
117 
122 
126 
130 
135 
139 
143 
148 
152 
156 
161 
165 
169 
174 
178 

(3) ~ M6l'l'iee 
,..,...,.. w!Ieee 
_<iees 

Bet; """'" lie!'--... (1) Married 
per.on 

whose sporue 
has no gr088 

income or 
(2) Married 
person mak
Ing joint re
turn or (3) 

Head or 
ramily 

$0 
o 
o 
o 
o 
o 
o 
o 
o 
o 
o 
o 
o 
o 
o 
o 
o 
o 
o 
o 
o 
I 
4 
7 

10 
14 
17 
21 
25 
29 
34 
38 
42 
47 
51 

(4)5& 66 
60 
84 



"ItCh ...... ba. 
eom.e is oyer-

51,700 _________ 
$1,725 _________ 
$1,750 ____ • ____ 
$1,775 __ • ______ 
$1,800 _________ 
$1,825 _________ 
$1,850 _________ 
$1,875 _________ 
$1,900 _________ 
51,925 _________ 

$ 1,950 _________ 
$ 1,975 _________ 

,000 ________ • 
$2 
$2 

,025.. ___ • _____ 

$2 
$2 

,050;. _______ 

,075 ___ ._. ___ 
,10(L ________ $2 

$2 
$2 
$2 
$2 
$2 
$2 

s:ur 
$2 
$2 
$2 
$3, 
$2 

$2 
$2 
$2 
$3 
$3 
$3, 

$3, 
$3 
$3 

,125 _________ 
,150 ________ 
,175 _________ 
,200 _________ 

,225- ________ 

,250--------5 _________ 
,300 _________ 
,325 _________ 
,350 _________ 
375 _________ 
.400 _________ 

.C5 _________ 

.450 _________ 

.47S _________ 

.500 _________ 

.S25 ___ .. ____ 
550 _________ 
575 _________ 

.100 _________ 

.as. ........... __ .. 

10 

8al.0& •• _ 81DliopenoD 
(Dol bead or 

a ramlly) 

$1,725 $201 
1,750 206 
1,775 210 
1,800 214 
1,825 218 
1,850 223 
1,875 227 
1,900 231 
1,925 236 
1,950 240 
1,975 244 
2,000 249 
2,025 253 
2,050 257 
2,075 262 
2, 100 266 
2, 125 270 
2;150 275 
2,175 279 
2,200 283 
2,225 288 
2,250 292 
2,275 296 
2,300 301 
2,325 305 
2,350 309 
2,375 314 
2,400 318 
2,425 322 
2,450 327 
2,475 331 
2,500 335 
2,52.; 34{) 

2,550 344 
2,575 348 
2,100 3S3 
2,63S 3". 
2.650 361 

• 

. 

T~.baIl II&-

(5) f» ~18,,1." 
,..--...--------!ame.spero 
(1) Married 

"".0" 
. D maldDII "',..,...po .... 

p ... te reo hu no,'"_ 
hmI Income or 

(2) Murled 
mHOD 18 ... • 
D,lolnl-
tarD or (3) 

Head or 
ramlly 

$182 $68 
187 73 
191 77 
195 81 
199 85 
204 90 
208 94 
212 98 
217 103 
221 107 
225 111 
230 - 116 
234 120 
238 124 
243 129 
247 133 
251 137 
256 1.t2 
260 148 
2M 150 
269 155 
273 159 
277 163 
282 168 
286 172 
290 176 
295 181 
299 185 
303 189 
308 194 

312 198 
316 202 

321 207 
325 211 
329 215 
334 220 

338 224 

342 228 

-.. , 



, . 

• The Iu lball be-, 
; . 

, , (5)a7 lIM"ed 
_wIleee 

. c --, ---.1 f -_ .... 
.. It the 111'0.1 In. • (1) Married 

oOllle I~ ove_ ,DrOver--: Sln,le perlon Married per. person who.e 
(not head of Bon maklng .pou.e 

, a family) separate re- hu no IIro •• 
I • turn income or 
j L " (2) Married 

~erson mak-
DI' joint re-

, I turn or (3) 
Head of 
family 

II 
l ~f $2,650. ________ 

;2,675 $366 $347 $233 
152,675 ___ ~ _____ , 2,700 371 351 237 
$2,700 _________ j2,725 376 355 241 
152,725~ _ , __ • ___ 

I ;2,750 381 359 245 
$2,750 _________ i2,775 386 364 250 
$2,775 ____ •• ___ ' • 2,800 391 . 369 254 
$2,800 _________ '2,825 396 374 

, 
258 

$2,825 _________ 2,850 401 379 263 
$2,850 _________ ' 1 \2,875 406 384' ,267 
$2,875 _________ 2,900 411 389 271 
$2,900 _________ ' 21'925 416 394 276 
$2,925 _________ 2,950 421 399 280 $2,950 _________ 

2,975 426 404. 284 
$2,975 _________ 3,000 431 409 289 

- ! , 

1 In applying the bove sohedule to determine the tax of .' 
:I a taxpayer with be or more dependents there shall be 

3 subtracted from bigross income (6)$U91330 for each suoh 

4' dependent." 

5' ,(b) RULES OR ApPLlOATION OF SEOTION 400.~ 

6 Section 401 is amnded to read as follows: 

7 "SEC. fOL RULES OR APPLICATION OF SECTION 400. 

8 

9 

10 

"For the purpees of this supplement

.. (a) DEFINr.IONS.-

.. (1) cyred person' means it. married person 



1~ 

1 living with husband or wife on.J 1 of the taxahlo 

2 year. 

-3 " (2) 'Dependent' means a Ron ( other than 

4 husband or' wife) dependent' up and receiving hi!! 

5 chief support from the taxpayer uly 1 of the tax-

6 able year if on such date such pendent person is 

7 under eighteen years of age, 0 incapable of self-

-8 support because mentally or p cally defective, ex-

9 eluding as a dependent, in the se of a _ head of a 

10 family, one who would be exel d under section 25 

11 (b) (2) (B). (7).4. pay mef,1-P a wife which is in-

12 cludible under section 22 (k) or tion 171 in the gross 

13 income of such wife shall not be c . ered a payment by 

14 her husband for the support of a dependent. 

15 "(b) MARRIED AND NOT G WITH HUSBAND 

• 
16 OR WIFE.-An, individual not. a he of a family and not 

17 living with husban~ o~ wife Oil Jul of the taxable year 

18 shall be treated as a single person." 

19 (c) TAXPAym b'"ELIQIBLE. ction 404 is amended 

20 to read as follows:, 

21 "Sll:C.4M. CERTAIN TAXPAYJ:RS IGIBLE., 

22 "This supplement shall not appl to a nonresident alien 

23 individual, to an estate or trust, an individual filinlr a 

24 retui'n for a period of less than tw ve months or for any 

25 taxable year other than a calen year, or to a married 



, . 
individ~al mfui and li.ving,.with hus~and. or)Vife. at 8J.ly 

2, t~e, during 't4crable year .whose spouse files .(8)¥s retll!D 

a and comllUte\' ~ tax without regard to this supplemen~t 
.4 SEC. 105. T~ ( CORPORATI()NS. 

7 

,8 

fl 

,J,ij 

.11., , 

J~. 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

(a). NORMfTAX.-, 

(1) DmITIONOFN9,&MAlo-TAX NET INCOME.:"'""" 

SeQtioll 'ra Ii) (2) (relaJ;ing to: the definition ,o~ citro. ' 

poratiori nqal-tllJf. ,netincQme): is amende4 to J.:ead ~ 
• 

. follows: , 

': (2) lRMAIrTAX NET INCOME.-The term 'nol)" 

mal-tax: net come' means the adjusted net income min~ 

. the credit f<income subject to the tax imposed by SuJl:

.chapter Ebapter 2 provided in section 26 (e) and '. . 
minus the .!Ildit 'for dividends received provided in 

section 26. 9 .u 

" (~) ~RNATIVE RATE.-Section 13 (b) (2) 

(relating toJtemative normal-tax rate) is amended to 

. read as follo~: 

"J2) , ..tTERNATIVE TAX (CORPORATIONS WITH 

NORMAIr'l'.tl NET INCOME O~ $25,000, BUT NOT 
! I 

OVER $50,o~).-A tax of $4,250, plus 31 per centum 

of ~e amou, of the normal-tax net income in excess 

of $25,OOO."~ .. 
(b) SURTAliON CoRPOBATIoNS.--Section 15 (relating 

I • 

25 to surtax on corprauons) is amended to read as follows: .. . .. 
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1 "SEC. 15 •. SURTAX ON CORPORATIONS • 

-2 ," (a) CORPORATION SURTAX NE, OOMli:.-:E;Or the 
• 

3 purposes of this chapter, the term 'co 
- . 

4 come' means the net income minus credit for income 
• 

5 subjeCt to ~e tax imposed by Subc E of Chapter 2 
• 

6. provided in section 26 (e) and minus t redit for dividends 
. ' 

7 received provided in section . 26 (b)' puted by limiting 

8 such credit to 85 per centum of the n 

9 the credit for income subject to the 

10 chapter E of Chapter 2 in lieu of 

11 adjusted net income so reduced) (10), 

er centuId' of the 

minus, in the case . . 
12 of a public utility, the credit f01' di . ds p~id on its pre... 
13 ferred stock provided i~ /U!Ction 26 (h) F01' the purposes of 

, 14 this subsection dividends received on t preferred stock of a 

15 public utility sholl be disregarded in ting the credit /01' 

16 dividenth received provided in section 

17 "(b) IMPosITION OF TAL-

18 lected, and paid for each taxable yea pon the corporation 

19 surtax net income of every cort>oratio (U)except a West-

20 ern Hemisphere Trade C01'p01'ation efined in section 109, 

- 21 and except a corporation subject to.ttax imposed by sec-

22tion 231 (a), Supplement G, or Su ment Q), a surtax as 

23 follows:. 
... 

"(1) 'SURTAX NET INCO,m~TOT OVER $25,000.-
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lUl'b~,~otporation surtax net incomes notover 'IIi~:J,uuu; , 
, . ' 

2 .• ,10 ~el' S~tum of the amount thereof. " .... 
" 

3' '. ~~(~ li'6URTAX NET'lNOOMES' OVER' $25, OQ OiBUT 

4 'NOTOV~~ $50,000.-Updn;corp()ratio~'surta± il~t in~ 
i 

5 comes over: $25,000, 'bufnot Qver$50,OOO, $2,500, pius . -. .. 
, " 

6 (12~' 2-t.percentum of the, amount 6f'thecorporation 
., .... 

'l surtax net)ncome over $25,000. 
, , 

8· "(S'} iBIJRTAX NET INCOMES OvER $50,000;::"'" 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

21> 

• • 
Upon corroration surtax net incomes over $50,000, 

\ , 

(IS)2t ::t~. per centum, of "the corporation surtai net 
l'-

income." ',; 
, . . ~ 

(c) NONDEDUOTIBILITY OF EXCESS~PROFITS TAx.'-. . . ' 

(1) Sedtion 23 (c). (1)' (B) (relating to taxes 
•• 

, not deductl'ble in computing net income) is amended . 

to read as fOnows: , 
• 

"(~) war-profits and exces~profits 'taxes im~ 

posed bY.'Title II of the Revenue Act of 1917, Title , 
" 

III of the Revenue Act of 1918, Title m of the 

.' ~etenue.Act of" 1921; section 216 of the National 

Industriiil Recovery Act, 'Section 702 of the Revenue 
• 

Act of :l9M, or Subchapter E of Chapter 2, or by 

• any such lrovisions as amended or supplemented ; ... 

,(2) SecUon23 (e) (2) (relating to special rules 
t· 

I' • 

for deduction ~f excess-profits tax) is re'pea1ed. . , 

~. 

(d) CmmIT i:FOB AD.resTED Excm;s..PBoFITS NET '. , 



• 16 • . 
1 INcOME;-Section 26 (e) and (f) (cross-r~feren('('s) nrc 

2· amended to read as follows: >.. 

• •• 
3 "(e) INCOME SUBJECT TO EX9ESS-PXOFITS T.A.X.~ . . 

4In the case of any corporation subject to.the tax imposed b) 
• 

5 Subchapter E of Chapter 2, an amount equal to its adjusterl . 
. 6 excess-profits net income (as defined iii section no (b)), 

7 (14)Ift the eftSe eftI>BY C6f'1lemMeR C6Hlitttiag sIHlh ~ tiBdet 
, 

_8 . seetieR!f2.± (re1a.tiag t& ft9ReFflutlities is i;HeeHle is the t~IE 
• • • 

9 peaee), seeMeR ~ (FelatiBg t& eeBstt:aeM¥e lIIV6fftge heBe 

10,' penee Ref iseeHle) , 61' SeeMeR!tOO (FTtiBg t& e6fjlemM6BI! 

-11 . eeHl:flletiag eeBtmets aaeeF the llereh!tflt Mariae :A$ el 

12 1936) , the .eredi& shftHBe,the a:Hleaat~ef which the tM ifB.. .. . 
13 ;see by SHeIt saheftapte! is 00 pep e~~lIHI. In the case of 

• • 
14 any C()Tporation computing such ta::c uruler section 721 (relat-

15 ing to abnormalities in income in the iritahle period), section 

16 726 (relating 16 C()Tporations completing contracts under the .. 
17 Merchant Mraine Act of 1936), section 731 (relating to 

18 corporations engaged in mining strategic minerals), or section 
• 

19736 (b), the credit shall be the amou~t of which the ta::c 1m-

20 posed by such subchapter is 90 per centum. For the purpose 
· 21 of the preceding sentence the term 'ta:n..imposed by Subchapter 

22 E of Chapter 2' means the ta::c ct!puted without regard 
· · 23 to the limitation provided in section 71q (a) (1) (B) (the 80 

... 
24 per centum limitation), without 'reJard to the credit provided 

.... 
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l' in seCtiOn 729< (c), and (d)fo1' foreign taxeS paid, and with-

2 out. regard to' ·th.e adjustments provide<! i'(l, section 734. This 

3 i subsection shall mot, apply to 1 anycorporatioI). exempt frQln 
. 

4 isucli tax under section ,725 'or'section 727. 1, 

I) "(f) DIVIDENDS PAID OREDITJ....,.For' corporation di~i-

6 dends paid credit, see section 27, 

7 "(g) OONSENT DIVIDENDS OREDI't;--,'For corporation 

8 consent dividends credit, see section 28}' 

9 (e) TEOHNIOAL AMENDMENTS llipE NECESSARY DY 

10 OHANGE IN BASE FOR OORPORATE TAX • ..- '" 

11 (1) OREDIT FOR DIVIDENDS RECEIVED.-The first 

12 sentence of section 26 (b) is amended to read as folloWIl! 
, 

13 "85 per centum of the amount receive4 as dividends 

14 from a domestio corporation which, ,is subject to tau-

15 tion under this chapter, but not in excess of 85 per 

16 centum of the adjusted net income reduced by the credit 

17 for income subject to the tax imposed by Subchapter:E 

18 ' of Ohapter 2 provided in subsection (e).» 

19 (2) CoMPUTATION' OFSEOTION 102 NET IN-

20 OOME.-Section 102 (d) (1) (relating to the definition 

21 of section 102 net income) is amended by inserting~at 

22 the end thereof the following new subparagraph: 

23 ," (D) Income Subject to Excess-Profits TaL-=-

24 The credit for incOme subject to the tax imposed by 
• 

H.R. 73782 ,2 ,'!,; 
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1 Subchapter E of' Chapter 2 provided in section 

2 26 (e)." 

1,3 (3) COMPUTATION OJi' NET OPERATING LOSS llE-

4 DUCTION • ..,...section 122 (relating to net operating loss) 

:5 is amended as follows: 

6 (A) Subsection (a) is amended to read as 

1 follows: 

8 "(a) DEFINITION OF NET OPERATING Loss.-As used 

'9 in this section, the term 'net operating loss' means the excess 

10 of the deductions allowed by this chapter over the gross in-

11 come, with the exceptions, additions, and limitations provided 

12- ' insubsecUQn (d)." 

13 (15)-fR)- SttbseetioB -fit f.2t is IlfBeBded t6 J'eed ft9 

14 fellows! 

'15 " ~!l1te 8:fBOftftt eI the fIeli OpeffttiBg less; if &B1; 

16 feto the seeeBd preeediBg latihle yetH' redHeed ~ the 

17 exeess,if &BY; eI the fIeli meome (eomplIted ~ the 

18 exeepaoBs, II:dditiOBS, ~ limitlltleHS 'prev-ided itt tJlI6-, 

19 seetloo +If % -f2t; % -{4)-; aed iG» fep the fiM 

2()' , Jlreeedmg mmlile yetH' e¥ef' the ~ epeFfttiBg lese feto the 

21 thiffi preee~ ~le YeIlr." 

22 (16)fGt- (B) Subsection (c) is amended by strik-

ing out the parenthesis at the end ,thereof and insert-

24 ' 'ing in lien thereof the following: "and without the 

" 25 credit provided in section 26 (e) )". 



t, 
'1 (17~ (01 Subsection (d) is amehaed by striking 

2 out "exceptions lind limitations" and inserting in lieu 

3 thereof "exceptions,additions~and Iilnitations" aild 

4· by inserting at the· end thereof the following new 

5 paragraph: 

-6 .. (6)' There shall be allowed as a. deduction the 

,!1 . amount of tax imposed bi Subchapter E of Chapteii 2 

8 paid or accrued within the taxable year, subject to the 

9 following rules-

10 Cf (A) No reduction in such tax shall be made 

11 by reason of the credit for income, war-profits, or 

12 excess-profits taxes paid to any foreign Country '~r 

13 possession of the United States; 

14, "(B) Such tax shall be computed without te-

15 gard to the adjustments provided in section 734; and 

.l~ "(0) Such tax, in the case of a consolidated 

17 'return for excess-profits tax purposes, shall be aUo-

18. csted to the members of thl:) affiliated group under 

,19 

20 

, regulations prescribed by the Commissioner,- with . 

the approval of the Secretary:" 

21 SEC. 106.. TAX ON NONRESIDENT ALIEN INDIVIDUALS. 

22 -(a) TAX, IN GE-"TERAL.-Section 211 (a) (1), (A) 

23 (relating to tax on nonresident Iilien individuals not engaged 

24 in trade or business within the United States) is amended 

25 by striking out "27t per centum" and inserting in lieu 
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1 . thereof "(18~ 30 per centum". The amendments .nade by 

2. this subsection shall apply. with respect to amounts received 

. 3 after the ninth day after the date of the eruwtment of this Act 

, 4 regardless of whether the taxable year of the recipient begins 

5 before January 1, 1942, or after December 31, 1941. 

.6 ,(b) AGGREGATE RECEIPTS MORE THAN (19)$22,900 

7 $15,400 . ..,....8ection· 211 (a) (2) 'is amended to read lis 

8 follows: 

9 "(2) AGGREGARE MORE THAN (20)$gt,988 

10 i15,J,iJo.-The taX imposed by paragraph (1)' shall not 

11 apply to any individual if the aggregate amount received 

12 during the taxable year from the sources therein specified 

13 is more than (21)$22,900 $15,400." 

14 (c) TAX WHERE GROSS INCOME OF MORE TIu.N 

'15 (22)$22,900$15,400 . ..,....8ection 211 (c) (relating to tax on 

16 certain nonresident alien individuals) is jUIlended by striking 

·17 out "$23,000" wherever occurring therein and inserting ,in 

18 lieu thereof "(23)$22,900 $15,400"; and by striking out 

19 "27t per centum" and inserting in lieu thereof "(24~ 30 

20 per centum". In the application of the amendments made by 

21 this subsection, the rate shaD be 27t per centum with re-

22 spect to the period ending with the ninth day after the daft> 

23 of the enactment of this Act and shall be (25~ 30 per 

24 centum with respect to thll period after such day. 
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1 SE,C. 1.07"TA~,oN ;QREi'GN 'CORPORATIONS;~ i, ' t :,:) : 

2 ' Section 231,(a)'(relating'io tax::on nonresideD,t foreign 

3 corporations) is amended -by striking out ·"27t perceniuIQ" 

4 and inserting in li~u thereof "(26}3!1- 30 per centum". The 

~ ,amendments made by this section shall apply, with -respect to 

.6, amo,unts received after the ,ninth day .uteri the dateofi the 

7 enactment of this Act regardless of ,whether the, taxable year 

80f the recipient begins before Jailuary II' ,1942, ~orafter 

9 December 31. 1941. 

10 SEC. 108., WITHHOLDING OF TAX AT SOURCE. 

11 (a) ,Sections 143 (a) and (b) and 144 are amended 

12 by striking out "27t per centum" wherever occurring therein 

13 and inserting in lieu thereof "(27}3!1- 30 per centum'" :' 

14 ,(28)(b) LIMIT.A!I'IONON RATE OF WITHHOLDIN(iIN OEllr 

I5TAIN O.A8E8.-Section 143 (b) is amended by, inserting 

16 before the period at the end of the (irst sentence the foUowinYJ 

1'1 u, Prooided further, That the deduction and· witMolding 

18 in the case of interest on bonds. mortgages,< orile6dB'of tnW 

19' 0'" other similar obligatioM of a corporation, Within the.fJf"IJf. 

20 't>ision.t of BUbsecRtm (a) (1) 01 this section were it fWt far. 

21 the fad that the maturity date of sucA obligations has bee1r 

22 extended on or after January 1, 1934. ,aM, the liability 

23 assumed by the debtor exceeds 271 per centum 01 the interest, 

24 shaU not ezceed the rate 01271 per centum per annum". 
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1 (29)-{D)- (c) Subsection (a) shall apply only with respect to 

2 the period beginning with the tenth day after the date of 

3 the enactment of this Act. 

4 SEC. 109. TREATY OBLIGATIONS. 

5 No amendment made by this title shall apply in any 

6 case where its application would be contrary to any treaty 

7 obligation of the United States. 

8 (30)SEC. 1.10 •. TRANSFERSOF LIFE INSURANCE CONTRACTS. 

9 ETC. 

10 (a) PROCEED8 EXEJIPT TO TRAN8FEREE.-SectUm 22 

11 (b) (2) (relating to annuities, etc.) is amended by i1UJertind 

12 a period and the following new sentence before tM semicolon 

13 at the end thereof:. "J'M. preceding sentence shall not apply 

14 in. the cOJleof such a. transfer if such contract .01' interest 

15 therein has a basi3 for determining gain or loss in the hands 

16 of {J tra1UJferee determined in wlwle or. in part by reference 

17 to8UCh basi3 of such contract or interest therein in the hands 

18 of the transferor". 

19 (b) TAXABLE YEAR8 TO WHICH AMENDMENT Ap~ 

20;, PIJOABLE.-· TM amendment made by. this sectitm shall be. 

21 . applicable with respect to tazable years beginning after 

22 December 31, 1940. 
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I (31~·1ltr .-'..NNGITY TRGST8. 

2 SEC. liz. INCOME RECEWEDFROM' ESTA.TEs.ErC~, :VNDEB 

'g , " GIFTS. BEQUESTS. ETC. 

4 (4 ) GIFT OF I~oOME Fxo¥ PROPERTY NOT EXOLtIDElJ) 

5 FROM GROss.INooME . .......section, 22 (b) {S)Lrelatjng to 

6, exelusionof gifts, ~eto., fromgross,mcome)' ,is '(amended to 

." rea~ as follows: 

,8' ," (3) .GIFTS, BEQUESTS, DEvIsEs,' AND ,nmERl'1'I-

-9, ,A.lll'oEs.-.The 'value of· property acquired ,bY7' giftj! be). 

10 quest, devise, tlr inheritance. There shall not' be: eio{ 

11 eluded from gross income imder, this paragrap~' 1M 

12 income from such property, or, in case the gift~ bequest, 

18 devise, or inheritance is of income from property, the: 

14: amount orsnch income. For the purposes of this part..;-

is' graph, if, under the terms' of the gift, bequest, devise, Olf 

16 inheritance, payment, crediting, or distribution (S2)ef ~ 

17 &m6e • .eereef is ~ Be 'made M imeRa:1s;' ~ .as e!f:~Ilt; 
18 . ~. t!tit!& &Hte1Hl' thereof is to be made at interooZs, Id 

19. the e:ttem that it is paid or 'Credited or to be distributed 

20 out of income from property, it shall be, omsidered: 

21 " ,,' a gift. , bequest, devise, or inheritance· ofineome from 

Propertyi". 
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1 (relatiBg ~ ~ me9H1e eI est&tes $I trosts) is smElftded ~ 

'2' Htsertmg &;t. the eBd thereaf the fellewiBg fleW BIlhseeti9B I 

3 !!..fElt Eat' the 1'1H'J:l9ses eI BlihseetieBS tht ftBd *' tit 
'4 i !eases where. the M&8llBt paid et' ereditetl ef' ~ Ite Elisk'ihllted . 

15 :em Ite paid; ereditetl, 6l' disk'ihlltetl ett5 eI ethel' ~ meeHie 

'6 :eti ett5 eI me9H1e ethel' ~ me9H1e eI the est&te el' tAJ$ fefI 

7 its tatihle ~ ~ the e'lft8Bt the,t the ftHiellBS paid eP 

·8 eretlited el' ~ Ite Eliskilllltetl ~ & leg&tee el' heBefieiary dees 

9" Bet; aeeetl the meeHie &llee&hle ~ saeh legatee el' heBefiei&Fy 
-

10 * 8h&11 he eeBsideretl ftS meeHie eI the estate el' ~ whieh 

11: is iWd 6l' eretlited 6l'~ he Eliskihlltetl. " 

12 ' * PAnmN~S aD CBEBITS W WIIIOH AmlNBMBNTS 

13· ~1.I!l. The smeBtimeBts Ht&6e IIy; this lIeetieB sh&1l 

14 beal'l'lieahle aBly ~ meeHie paid et' fteeFlletl el' ~ Ite dis-

1l> kihetetl 6l' smellBts paid 6l' eretlited et' te Ite Eliskihated 
\ 

16 8.ftep DeeeHiher 1l!; 19 H. 

17 . (b) 'DEDUCTION OF INCOME To BE DISTBIBUTED 

18 (JUBBENTLY.-8ection 162 (b) (relating to deduction of 

19 i1icome to be ·distributed currenay) 18 amended to read Q8 

20· 'oUows: 

21 "(b) There shaa be aUowed Q8 an additional dedtW-

22 tion in computing the net income of the estate or trust the 

23 . amount of the ~ of the estate or trust for its taxable year 

24 . which 18 to be. dist~ted currenay by the fiduciary to the 

25 legatees, heirs, or beneficiaries, but the amount 80 alknDed 
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1 as,O\ dtMluctiOn'shallbei1/'cliuled zn:computing\the n~t in

'2 come of 'the legateeS,' heir8;.' or· beneficiaries wheth"e1t distrib-

3 ,utecl, tO,them or not. As wedin ·,this sub8ectio7i" 'income 

4 ,which is to be distributed currently' includes income for the 

'5 ,taxabuJ.' year bf the. estate or trUst whick,' within. ·thetaxable 

6 'year, becom6t· payable to the legatee; 'heir, or .beneficiary. 

7 'Any amount allowed asa deduction undeio. this' paragraph 

,8 'shall not be allowed as a deduction.undersub8ection (c) of 

·s :this section in the /lame or .any succeeding laxable year;" 

10\ (c) ,TRUST INCOME INCLUDED IN INCOME OF BEN~ 

llFICI.A.RY, ETC.-Section 162. (relating to net income of 

12 estates 0'1' trUsts) is amended by 8triking ()'1.1.t the period ilt 

13 the end of .rub8ection (0)' and inserting in lieu thereof a semii-

14' colon and the following new subsection: 

1$ , "(d) RULES FOR ApPLICATION OF SUBSECTIONS 

16 (b) ANI), (c).-For the purposes of subsections (b) and 

1'1 (0)-

18 "(1) AMOUNTS DISTRIBUTABLE OUT OF INCOMB 

19, OR CORPus.-In oases where the amount paid. credited, 

20 Or to be disWibuted can be paid, credited, or distributed 

21 ' ' 0-' of other ihan income, the amouftl paid, credited, or 

22, " to be di.slribuled (ezcep' under G gift. bequest, dwise, or· 

23 iMeritance no' to be paid, credited, fIr'dislributed at 

24 intervals) during the Iazoble year of the ttSt.ate or tn&8f 

25., 'sAall be COft8idered tI8 iRoome of the Gala or ......, wAa' 
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1 is paid, credited, 01' to be distributed if the aggregate 

2 of such amounts 80 paid, credited, 01' to be distributed 

'3 does not exceed the distributable income of the estate 

4 01' trust for its taxable year. If the aggregate of 

5 such amounts" 80 paid, credited, 01' to be distributed dur-

"6 ing the taxable year of the estate or trust in such cases 

7 exceeds the distributable income of the estate 01' trust for 

8 its taxable year, the amount so paid, credited, or to be 

9 distributed to any legatee, heir, 01' benefU:iary shall be 

10 . cO'fUJidereil incom6 of tM estate or trust for its taxable 

11 year which is paid, credited, or to- be distributed in an 

12 amount which bears the same ratio to the amount of such 

13 distributable income as the. amount 80 paid, credited, 01' 

14 to be distributed to the legatee, heir, or benefU:iary bear. to 

15 the aggregate of such amounts 10 paid, credited, 01' to be 

16 distributed to legatees, heirs, and benefU:iaries for the 

17 taxable year of the estate or trust. F01' the purposes of 

18 this paragraph 'distributable i1UXJ'l1li means either (A) 

19 the net income· of "the estate or trust computed with the 

20 deductions allowed under subsections (b) and (c) in 

21 cases to which this paragraph does flOt apply, or (B): 

22 the i:tu:ome of the estate or trust minus the deductioni 

23 provided in subsections (b) and (c) in cases to which 

24 this paragraph does not apply, whichever is the greater. 

25 '. [ncomputUrg such distributable income the deductiona 
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1undell'subsections (b) .. and (c) shaU be determined witl,.-

2 out the application of paragraph (2). 

3 U(2) .. AMOUNTS DISTBIBUTAJJLE OUT OF INCOME 

4:. OF PRIOR PERIpD.-In cases, othell' than cases described 

Q in paragraph (1), if on a date more .than 65 days 

.. Q ,aftell' the .. beginning of the taxable year of the estate or 

'1, trust, income of the estate or trust for any peJriod becomes 

,8 payable,. the amount of such income shaU be considell'ed 

,9 . income of the estate or trust for its taxable year which 

10 is paid, credited, or to be distributed to the extent of 

11 the income of the estate or trust for such peJriod, or if 

12 such peJriod is a period of more than 12 months, the lasf. 

1~ 12 months thereof. 

14 "(9) DISTRIBUTIONS IN FIRST 66 DAYS OF TAX .. 

15 dBLB YEAR.-

16 "(A) General Rvle.-If within the first 65 

17, days of any taxable year of the 8IJtate or trust, income 

18 . 01 1M estate or trust~ for a period beginning before tAt 

19 beginning of the taxable year, becomes payable, such 

20 income, 10 the cteRt of the income of 1M estate or' 

2~ , trwt for the part of such period ROt falling toitAin the . 

2a la:i:able year or, if such part is longer than 12 months,; 

23 the lad 12 montha thereof, shall be considered, paid, 

24 credited, or 10 be dislribuled OR the lad da.JI of the. 

25 . preceding mable year. TAis aubparagrapA s1uill 



:i . not app1ll with respect to any amount with respect 

2 to which subparagraph (A) . applies. 

3 "(B) Payable Out of Income or Corpus.-If 

4 . within the first 65 days of any ta:xable year of the 

5, estate or trust, an amount which can be paid at inter-

6 valsout of other than income becomes payable, there 

7 shall be considered as paid, credited, or to be dis-

'8tributed on the last day of the preceding ta:xable year 

:9· tlie part of such amount which bears the same ratio 

10 to such amount as the part of the interval not falling 

11 within the ta:xable year bears to the period of the 

12 interval. If the part of the interval not falling 

13 within the ta:xable year is a period of 'IT/.O'MUhtin 

14 . 12 months, the interval shall be considered to begin 

15 on the dille 12 'fTWftths before the end of the ·tazab18 

16 year. 

17 (d) TECHNICAL AMENDiENT.-Section 164 (relating 

18 to differenttaiable years of estate 01' trust and beneficiary) 

19 is amended by striking out "beneficiary" and inserting in 

20 lieu thereof "legatee, luiir, 01' beneficiary". 

21 (e) TAXABLEIt¥EARS TO WHICH AMENDMENTS Ap..; 

22 PLlCABLE.-The amendments made by this section shaU be 

;j 23 applicahle only with respect to ta:xable years beginning after-
"" 
24 Dec~ 31, 1941; ezcept that in the case of i1/.CQ11Je paid, 

25. crMited 01' to be distributed or amounts paid, credited or to 
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1 . b~ distributed by. (,In. esta~ or. trwt the. amendmcntl/ made py 

2 this section shall be applicable only with respectta. BUCh inco'{!l-e 

3 and such amounts paid, credited 07'. to.be distributed ~n 3>1' 

4 after the beginning: of the fir~t taxabk·'!Jea.~of the estate!pT 

:; truSt, ·.a$the case may be, beginninu.afte:r. December '31, 1941. 

6' . (34~ "*"\AMENDMENT8 TO CONFORM INTERNAL BE¥

:1 ENlJ'E CODE WITH THE pllBLIc;:r DEB'J;' :A(;!I! ~ 

S' I9Q. 

9 * PeS~\fJ SAVINGS GBB'HFlGA:'mS •. Seetien ~ * 
\10 -(4t (FelatiBg ~ the ~n eI tti: free interest ffem grass 

,11 ' .ineeme) . is ameBded Ily:' ins8ftiBg eiteP the Wffi'ds "ethel' 

12 ~ pestal slI:mga eel'ti:iiell:tes I eI depeSKS"the feIlewiag: 

13 !!te the e!tteat ~ pepreseM liepesits made hefepe lIa.'!'eh.~ 

14 UHl". 

15 * UNiftlB S'fA'ftlS OBlttGM'leNs. Seetie~ ~ # 
16 fl+ is ftB1esded te fefti as fellews: 

17 ~\ IN'fBmlS'f eN UNl'ftlD S'fA'ms eBlttS:zl 

18 'fIeNS. The ftlffiettM reeeh'ed as iBter..st 9l*lB ehliga 

19 ~ eI the United StMee, il saeh iBtepest is iBehtdeil 

20. . in gpe!I9 iBeeme &Bde'!' see~eJl ~ and if; &Bile. the :A:el 
• 

21 . e.&t.IierH'liag .~ issae eI saeh ehliglltieRS, as. ameadell 

22 . aM But'plemeatell, saeh inklfest is aemp' frem B&I'fB&I. 

23 fM:!! 

24 * ~8:lBe~dmeata Blftde hy ~ eeeaea.shtWI M 

.25. efieet.i:ve as eI Yareh Ii 19 U. 



30 

1 SEC. 112. EXEMPTION OF INTEREST ON PUBUC OBUGATIONS • 

• 
2 (a) Section 22 (b) (4) (relating to exclusion from gr088 

3 income of tax-free interest) is amended to read as follows: 

4: "(4) TAX-FREE INTEREST.-To th.e extent provided 

5 in section 116 (b), interest upon obligations issued by 

6 (A) the United States, or any agency or instrumentality 

7 thereof; or (B) a State, Territory, or p088ession of th.e 

8 United States, or any political subdivision thereof, 'or 

9 the District of Columbia, or any agency or instru-

10 mentality of any one or more 01 the foregoing: Every 

11 person owning any of the obligations enumerated in 

12 clause . ( A) or (B) shall, in" the return required by this 

.13 . chapter, submit a statement showing the number and 

14 a1liount of such obligations owned by him and the iiwome 

15 received therefrom, in such form and with such inf01'1TU1l-

16 tion as the Commissioner may require." 

17 (b) (1) Sections 25 (a) (1) and "(2) (relating to 

18 credits of individual for normal tax) are amended to read'as 

W~~: . 

20 "(1) INTEREST ON UNITED STATES OBLIGA-

21. TIONS.-The amount receiVed as interest upon an obli-

22gation of the United States, if I1I.tCh intereSt is included 

23 in gross income under section 22 and if, under the Act 

24 ~authorizing the issue of I1I.tCh obligation, as amended and 

25 suPrJemenied, such interest'is e:ump' from normal tIlz. 
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"(2) INTEREST ON OBLIGATIONS OF'AGENCIES bR 

INSTRUMENTALITIES' OF' 'THE ·UNITEir'STATES.-The 

amouritreceived as interest upon . (tn, obligation of :an 

. agencyOf', imtrumentality;,of tM United States, if sUch 

intqr¢ ,is included 'in gro88' income,umkr'·section 22 

lana if, under the Act authOrizing tle iMue of 8li,ch 

obligation, as amended and supplemented;' such interest 

\is eiempf from normal taz." 

9 . (2) Section 26 (a) (relatinu io er6dit of corporatio1l8for 

10 interest 0'; obligations of the United States and its i1l8trVr 

11·' 'mentalities) is amended to read as follows: • , 

12 &I(a)INTEREST ON OBLl(JATIONS OF THE UNITED 

13 STATES.-The amount received as interest Upoft obligatiini8 

14 of the·Unitecl Stat8s,orof,any agency 'Orii1l8trumentality 

15 . thereof; which is allowed to an individual as a credit for 

16 purp08e8of ftOrmal ta:l; by section f!5 (aJ (1) or (2)." 

17 (3) The' amendments matU by this subsection shall be 

18eflectiv. as of March 1, 1941. 

19 (c) Section 116 (relating to exclusions from gross ,tI-
.' 20', corM) isizmended by inserting after StthSection (a) a new 

21 ~ eo read as foUoW8: 

'.2a"(bJ TAX-FREB INTBBEST.-

23 "(iJ- Inm-esCupotl obligatioM issued (A) bef(1f'6 

2! Jlarch 1. 1941, by the United States, ar afly agencytl'l' 

25 ins&-umetatality tMreof. eo the extent it is wholly ezmapt 
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from the tazes imposed by this chapter under the A~ts 

,', authorizing the issuance of such obligations, as amended 

,and supplemented, including interest upon postal 

savings certificats ot deposit . made prior to March ,r 1, 

1941; or (B), by a State, Territory, tn: pOiJseasion-of 

the ',United StateS or any political subdivision thereof, 

.,or the District of Columbia, 01' any agency or instru

mentality of.any one or 'more of the foregoing:Prooided, 

however ,That this subsection shan not be considered 'to 

exempt from tazation interest includible in grOBS income 

for any tazable year beginning before January 1, 1942, 
, 

under the Internal Revenue Code, or any prior revenue 

act. 

, , "(2) For the purposes of this subsection: 

" (A) An obligation shan be considered to have 

been iSSued after a particular date, if any part' of 

the paymenJ. therefor is received by, the obligor after 

such ~, or if delivery thereof is mai.e by me 
obligor after such date • 

"(B) Obligations which merely replace [oil.' 

mutilated, defaced" or destroyed obligations, or obU

gations of -larger -or smaller denominations, and 

-obligations in registered form or with coupons whick 

merely replace obligations with COUpqn8 or in regu.. 

-
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,itereiJ. fonn, shq,U, be,vr,eatedJas'.if"theywMfe the obli .. 

, l gationS'f'eplciced. 
. , 

. \' \ .,\ \,,) f~:·,. I~\~ 

"., 'D'JSABiLIT'f'RESV'LtIrtG ,tRO'Mj\i\flUTA.!f;lt SERVlI:E. 

, , 8ecitit;n' '~2, (.b)' (5 r (relating, til flZolW8iQ'TI8 ' from grOss 

.6 jitCorri~, 01 'GOmpensationfor iwj'Krie& ''01'1 ~lqr.ess) 'lfA amenclM 

. ,'l i'bY'im8l'ting' befor6 the Bemicolon a' the end. 'thereof ,the follow

,'8 iil,g:",a:na amO'Knts received 118 a pen8io~ an'lllllitYt''Of' similkr 

'. 9\ allowance'> for personal· injuries '0,", siCknesib ''f'e8fLi:ling frfJm 

'J-a.. '(r.ctilve Bel'Vicidn thearmedforce8IQf any C()u'rJ,try'~~\ i or 

11" (36)8EG.m. 'EX'l'E1iSION ~,PERI9D DI1RDilQWU:U IX-• 
'il2. ' ' .' \ <:.oMS 'FR9MI DlSC>UAIlc;:g·\OIi!' INDERTEDN:GSS 

. '.". &r 

~14? ,See~B:' ~. 1-* i9t fl'ela.tiBg. ~ exeIlISieti, ffem gt+.IS 

'15' ,i&eeme' ,91\ e~er&l;&, meeme fl~fl" .. &:em . fl:isehHge 91 i&-

16' . llellt'eE1B:eBBr , ie'ameBflei ~., I!tfikHig\~ ''hegiB:iaiBg aftio 

'.17 l>eeeiBher3l;; 19f:2" eM iBeePiiBg ift Iie& tBereM '(f:begHmiilg 

J.&" aAej l>eeeHlh6f U; 19l-8" ~ RI 

'1.9, SEC. lJ4,EXCLUSlON' OF, INCOME FROM i)1ScHARCE OF fN. 

.~, ',,' DEBTEDNESS. .- "'. C! 

,21', ' (A) .OENB'UL RuLTi.~ectiOf" 22 (b). (S); (relatiig 

22:. to· «i:olusioa from gros& mcome of corporale income deri~ 

,23. from'disc1aarge of W1ebtedntJ8S) is ~ t6Feati'as fo~ 

'2i' " . "(9) INCOME FROM DIBC1l.A.kGl1'-,ol' INDEBT. 

-'i,';..H.R. 7378 'a-
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lVEss.-In the case of a corporation, the amount of any 

income of the taxpayer attributable to the di8charge, 

within the taxable year, of any indebtedness of the ta:J>. 

payer or for which the taxpayer ia liable l!videnced by a 

8ecurity (as hereinafter in thia paragraph defined) if 

the taxpayer ma1ces and files at the time of filing the 

return, in such manner as the OommissWner, with the 

approoal of the Secretary, by regulations prescribes, ita 

consent to the regulations prescribed under 8ection 113 

(b) (3) then in effect. In such case the amount of any 

income of the taxpayer attributable io any unamortized 

premium (computed 118 of the first day of the taxable year 

in which su.ch di8charge occurred j with respect to su.ch 

indebtedness 8hall not be included in gr088 income anq 

tlui amount of the'deduction attributable to any unilmor

. ti.zed di8count . (computed 118 of the firsl day of the taxable 

year in which' su.ch di8charge' OCC1J/rtedj with respect 

to su.ch indebtedness shall nol be allowed 118 a deduction. 

As used in thia paragraph the term 'security' means any 

bond, debenture, note, or certificate, or other evidence of 

indebtedness, issued by any corporation. Thia para

graph shall not apply to any discharge occurring before 

the daJ,e of enactment of the Revenue Act of 1939, or 

in a taxable year beginning after December 31, 1945." 

(b) RAlL1l0.AD OOBPOBATIONS-DISCHMlGB 0' IN-
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1 DEBTEDNESS IN CERl'Al$ JUDICI,AI., PROCF1EDINGS.-+ 

2 Section 22 (bJ. (relating to exclusions from gr()SS income) 

. 3 is amended by inserting at the end thlffeof. the following new 

4 paragraph: 

5 "(10) INCOME FROM D18CU.4RGE OF .INDEBl'ED-

6 NESS, OE ARAlLROAD CORPORAl'l.ON.-The amount· of 

7 any income attributable to the discharge,. withirdhe taa;-

8 able year, of any indebtedness of a railroad cprporation, 

9 as defined in section 77m of the National Bankruptcy 

10 Act, as amended, to the extent that such income "is 

11 deemed to have been realized by reason' of amodifica-

12 tion in or cancellation in whole or in part of such 

13 indebtedness pursuant. to an order of a court in a re:-

14 ceivership proceeding orin a pro~eding under secti€!'ll. 

15 77 of the National Bankruptcy Aot, as amended . .I'll. 

16 such case the amount of any income of the taxpayer 

17 attributable to any unamortized premium (computed as 

18 of the first day of the taxable year in which such dis-

19 charge occurred) with respect to such indebtedness shall 

20 not be included in gross income and the· amount of the 

21 deduction attributable to any unamortized" discount 

.22 (computed as of the (irst day 0/ the taxable year in wh~ 

23 such di.9chargeoccurred) with respect to suell· indebted-

24 .MS8 shaU not be allowed as ·a. deduction. paragraph 

25 (9) shall not apply with resptdto any di.sclwrge ;o{ 
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1 indebtedness to which this paragraph applies. This 

2 paragraph shall not apply to any discharge occurring 

3 in a taxable year beginning after December 31, 1945." 

4 (c) TAXABLE YEARS TO WHICH AMENDMENT 

5 ApPLICABLE.-The amendment made by subsection (b) 

6 shall be applicable to taxable years beginning after December 

7 31, 1939. 

8 SEC. (37}H3 115. IMPROVEMENTS BY LESSEE. 

9 (a) EXCLUSION OF INOO~ FROM LEssEE'S lMPROV» 

10 MENTs.-Section 22 (b) (relating to exclusions from grOBI 

11 income) is amended by adding at the end thereof the M 

12 lowing new paragraph: 

13 "(38) (H») (11) lMPROVEMENTS BY LESSEE O:N 

14 LESSOR'S PROPERTY.-Income, other than rent, cJe. 

15 rived by a lessor of real property upon the tennination 

16 of a lease, representing the value of such property at-

17 tributable to buildings erected or other improvements 

18 made by the lessee." 

19 (b) BASIS O. 'REAL PRoPERTY UPON WmOB IM-

20 PROVEMENTS HAVE BEEN MADE BY LEssEE.-Section .113 

21 (relating to "basis for determining gain or 1098) is ameDded 

22 by adding at the end thereof the fonowing new subsection: 

23 "(c) PROPERTY ON WmCK LESSEE HAs MADE br-

24 PROVEMENTS.-Neither the basis nor the adjusted basis of 

-"25 any portion of real property shall. in the case of the lesSor 
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,J.,otsuchproperty, be' increased or djmjDjs~d on account qf 

2 income derived by ,the lessor in respect. of BU~ property and 

3~xcludible tromgross income, under section 22 . (b) (39) (19) 
• 

4> 4t1)~ 'Il an amount representing any p4rt of the value of 

5 real property attributable to buildings erected .or other in1\-

6provements made by a lessee in respect of such property 

~, . was included, in gross income of the lessor for any taxable 

,8 year beginning before January 1, 1942, the basis of each pOl"-

9 'tlon of such property shall be properly adjusted for the 

10 'amount so.included in gross income." 

11 SEC. (40),u 116. RECOVERY OF BAD DEBTS, PRIOR TAXES, 

12 AND DELINQUENCY AMOUNTS. 

13 (a) . EXOL USION FROM lNcoME.-Section 22 (b) (r&... 

14:lating to exclusions from gross income). is amended by adding 

15 at the end t.h~eof the following new paragraph: 

16 "(U) (11) (12) REOOVERY OF BAD DEBTS, PRIOR 

17 TAXES, -AND DELINQUENCY AMOUNTs.-lncome at-

18 tributabl6j to the recovery during the taxable year of e. 

19 bad debt. prior tax, or delinquency amount, to the ex-

20 tent -of . the amount of the recovery exclusion with. 

21 respem to such debt, tax, or amonnL For the pur., 

22 'Poses' of this paragraph: 

23 "(A) Definition of :Bad DeLL-The term 'bad 

!M: debt' means a debt on acooont of worthlessnes.<! or 



• 
38' 

. . 
1 part.ial worthlessness of which a deduction was al-

2 lowed for a prior taxable year. 

S II (B) Definition of Prior Tax.-.!rhe term 'prior 
• 

'4 tax' means a tax on account of which a deduction or 

Ii credit was allowed for a prior taxable year. 

6 II (C) Definition of Delinquency Amount.-The 

'i term 'delinquency amount' means an amount paid or 

8, accrued on account of which a deduction or credit 

90' was allowed for a prior taxable year and which is 

10 attributable to failure to file return with respect to 

11 a tax, or pay a tax, within the time required by the 

12 law under which the tax is imposed, or to faIlure to 

13' file return with respect to a tax or pay a tax. 

14 II (D) Definition of Recovery Exclusion.-The 

15 term 'reco~ery exclusion', with respect to a bad debt, 

16' prior tax; or delinquency amount, means the amount, 

17 determined in accordance with regulations prescnoed 

18 ' by the Commissioner with the approval of the Sec-

19 retary, of the deductions or credits allowed, on ao-

20 . count of such bad .debt, prior tax, or delinq'.1ency 

21 amount, which. di~ not result in & reduction of 

22 the taxpayer's tax under this chapter (not including 

23 the tax under section 102) or corresponding pron-

2!, ' ' siems,of prior. revenue laws, reduced by the amount 
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1 excludible in previous taxable yeah. witlJ. respect to 

2 such debt, tax, or 'amount uitder .this paragraph • 

. 3 II (E) Special Rules in Oase of Sec~on 102 Tax 
• .. ~', and Personal HoldingOompany 'Tax......-:In ',the ap-

:5 plication of subparagraplis (A)" '(B), ':(0),: and 

.6 (D) in determining the tax under :section 102 

.'1. . or Subchapter A of Chapter 2, a recovery: exclusion 

8 allowed for the purposes of Chapter 1 :shal1lle aI-

D lowed for the purpose of such section or Bubchapter 

10 whether or not the bad debt, prior tI!x. or delin", 

11 quency amount resulted in a reduction of the sectidD: 

12 102 tax or Subchapter A tax for thepri~r taxabl« 

13 year;' and in the case of a bad debt, prior tax, br: 

14 delinquency amount not allowable as a 'deduction: 

15 or credit for the prior taxable year under Chapter.~l 

16 (except section 102) but allowable ior the same 

17 taxable year under such section or subchapter .• 

18 recovery exclusion shall' be allowable for the pur-

19 poses of BUch section or subchapter if such bad debt, 

20 prior tax, or delinquency amount did not result 

21 ina reduction of the tax tmdersuch section 102 or 

22 such Subchapter A. ·As used in this subparagraph 

23 references to Chapter 1. Section 102, and Subchap-

24: ter A. in the aISe of taxable years 11,0& subject to the 
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01 1"" '" ,'. Inl~fna1 Revenue Code,~hallbe held to be made to 

2 .:1: ;:c/; 'c(lrieSpmidingprovisions,:of prior revenue Acts." .. 

13'1' % r (hJLEIi'FECTI\7E DATE OF' A¥E~MENTS UNDER THE 
• 

-.,. mEliNAJ:iR'rw,ENUECoDE.-TheamendIiJ.ents made by this 

r5'r. ~ti'n.~hall.belitppIic;able ,with respect to taxable years 

f£.; beginning: alter December' 31" :1.938. ' 

d: i I ) 7. 'J (~l"U NDERPm:OR REvENUE AcTS.":-For the purposes 

-s; 'llt &eill.ilvenueAct·of 1938 or any prior'revenue Act, the 

'l9i f ainendments' made' to the Internal Revenue Code by subsee-

1O:1!!QOlV 'a),; of ,this ,lIecnonshall be ,effective as'if they were'lf. 

n, .. :pttrfl, of: each' :suooTeveilUe Act on the date of its enactment: 

12JilSEC'J(4~)m m. ADDITIONAL ALLoWANCE FOR MILITAIlY 

13 ,ut "i;" .'; ,', f 'AND NAVALPERSONNEL' .. -
" 

14:: ;,f'~ection 'l:!2 (b)' (relating to exclusions from gross in· 

lS';"Wnie) '!is·amende,d lIy adding at the end thereof the following 

16 ,,: neW 'Panigrftph~ " j' 

17''''\':· 't43)" (12) 'ABBP.FroNAb~AN6.B FeB 1fEb1TAB¥ 

18 i• " ':~ lfAVM.PmiSoHEh.· Sa 'maeB ef the &malHii l'&-

, r' r, .3' ' • '.1.'_ ' • J,.." • ;" • .1. __ 1' .1._ 19 '" J) :eetfta ;dlH1fig Uie'pRscBf; 'WftJ" v;r IIft'JBttt"i'iaum 1ft me 

2\)'l! Jt'lftilitHyl'6i' BlWftI. K)feesef4he· UBited States es ~ 

21 ~: \ I lett'e6mfeMtiieB m &BY' femt fFem the UBiied Sl:&tes fef 

~ r;,:, ,i 'aetwe ~ee iB saelt ffil'eeS, tI&' dees ~,aeeed $200 , 

• "f ~ f • -~"...l . __ .1 1!!J1\fi' .1._ _I ~ ;.'!,,:: .m-llte. MBe tn' .. llIftgte' }lenJ6B _ ~ fif _ ease en a 

25 "(13) ADDITIONAL ALWW.AliCE FOB MILITARY 



11, 4ND' '/V:AV 4LPEB8QNNEm.~0'j'f!l'Uch·()fthe amount rJ)-

12 "aei~e4. before .the ,terminQtwn ,of ,the present war t)S 

3 proclaimed by the President, blJ personnel . below the 

'4 19rade ofcormrr-isBioneiloflicer ,'in the 'm,ilita~1J) or navp,l 

5. /071oaB;of, the ,United States as '$alary or ,compensation 

6 in any form. from; the United 'States f()'l' active ,s8TVu,e 

:1 lin BUch forces during BUch war, aB does not exceed $25.0 

S in the ca$e of a Bingle person and $300 in the CaBe of,a 

,9.m.tI1'1'ied 'Rer8on 'or'head of. a family. The determination, 

lO/or, the purposMofthis paragraph, of the taxpaYe1l.'-l 

11 13tatus1:a. the armed, forceS .and his fonnily status shaU bl 

12: 'madeaa'of tke end,of the tazable year," (l >-,. , 

13 ·SEC. (<<)m·ll8. REPORT REQUIREMENT IN CONNECTION: 

14 WITH.INVENTORY METHODS. , , 

15' , .(a.) .Se.ction '22, (d){2) (B) (relating.to .report requite!: 

16 1 ment in connection with using certain inventory methods) :it 

17 ·-amended lnread as follows: , . . 

18· 

19 

20 

U 

~' 

23 

24 

• ,I 

.' "(B) 'Onlyif the' taxpayer eSlnblishes to the 

satisfaction .of the CommiSsioner thai the taxpayer 

. . . ,has, .used -noproeedure . other- than' that 'specified in 

1;'Subparagraphs {B)· ud (C) of para",unlph 1(1) in: 

~inventorying ncb· goods 'Co -ascertain the income,; 

profit, or loss of the fust taxable year for "hich tb 

me.tOOddescri\ed in pmgraph (1) is toae:used, for 

25' , ,-\ \he-purpose of a repor&\Gr statement covering suck 
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1 taxable yt'ar (i)~ to shareholders, partners, or other 

2 proprietors, or to beneficiaries" or (ii) for credit 

3 purposes." 

4 (b) Section 22 (d) (5) (B)·· (relatirig to requirement 

5 to continue reports in connection with certain inventory 

6. methods) is amended to read as follows: 

7 II (B) The Commissioner determines' that the. 

8 taxpayer has used for any such subsequent taxable 

.9 year some procedure other than that specified in 

10 subparagraph (B) of paragraph (1) in inventorying 

11 the goods specified in the application to ascertain the 

12 income, profit, or loss of such subsequent taxable 

13 

14 -

year for the purpose of a report or statement cover

.ing such taxable year (i) to shareholders, part-

15 ners, or other proprietors, or beneficiaries, or (ii) 

16 for credit purposes; and requires a change to a 

17 method different from that prescribed in paragraph 

18. (1) beginning with sucl:i subsequent taxable year or 

19 any taxable year thereafter." 

20 (c) TAXABLE YEARS TO WHICH A.MENnMEliTS U-

2l PLIcABLE.-Amendments made by this section shaD be 

22 applicable to taxable years beginning after December 

23 31, (45)19iQ 1938. 

24: (46)sEC. 119. UST·IN FlRST.cUT INJ'ENTORY. 

25 Section 22' (d) (reloJing to the. use 01 the Jectif,e 
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1 inventory method) is amended by adding at ,the' end thereof 

2 . the foUowing new paragraph: 

3 "(6) INVOLUNTARY LIQUIDATION AND REPLACJi... 

4 MENT OF INVENTORY.-

5 "(A) Adjustment of Net'lncome and Resulting 

6 Tax.-If, for any taxable year beginning after 

'1 December 31, 1941., and priOr to the termination of 

8 the present war as proclaimed by the President, the 

9 closing inventory of a taxpayer inventorying goods 

10 under the method provided in Ihis BUbsection re{lectB 

11 a decrease from the opening inventory of BUCh goods 

l2 for BUCh year, and if, at the time of the filing of the 

13 taxpayer" income tax return for BUCh year, the ~ 

14 payer elece, to have the provisions of this paragraph 

15 apply and 80 notifiea the Oommissioner, and if, id 

16 the time of BUCh election, it i3 established to th8 

17 ,amfaction of the Oommissioner, in accordance with 

18 suM regmatiom (J3 theOommissioner may prescribe 

19 with the approval of the Secretary, that 8UCh decrease 
20 i3 attributable to the inooluntary liquidation of 3Uc1& 

21 inventory (J3 defined in 3Ubparagraph (B), and if 

22 the closing inventory of a 3Ubsequent Iazabla year, 
• 

23 ending not more thtm three year, after the terminG-

24 lima of the present war (J3 proclaimed by the p.,.m. 

25 denI. reflecL! a ~ in whole or in pare. of . 
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'1 , ' 

2 of the taxpayer otherwi8e, detePmined fort tM year of 

% \ ' ,., f\8'!IiCh, , ,intlCl[u'{ltary 'liquidation ,shall'be' adjusted as 

4 , follows: . '" '~~ '. '," ',' '.' \ r~ 

,5 ' ' 
'. , , , , Uti).I'RCFeased 'bya'4 'amount equal to the 

,f) , " , . ~c~8,irany, of the aggre!Jate(!A)8tof Buch goods . . ,'. . 

7. ' ..." 'reflected4n theopeninbi1llVentory4f the year 01 
,-S,: " ,';:' inv'olu1ntary liquidation over .the-aggregate r~ 

,9, " ",: 
'C , " \ • 

, 'plaqement cost; 'or ' 

J,J" ,r' "",'" < ,excess; if. 'any, ,of ihe,agr;r.egate replacement cOBt 

U, \ ',\ \< ,. '.. "\of slich lJP~ds '(nier the agpregatecOst thereof re

~ ~ '. " .'",' fleeted irA f/~opening inv'erttory of the year of 

1~ , ; < ' the involu.ntary Uquidation: ' 

15. :',: ,,,.T'M UJ.zes imposed by'thiA chapter 'and by subchapter 

1£;, \ I, • " E 'Of c1io.pter 2 lor the yea1'of sUch liquidation and 

11"' I",' for all ,taxable year8' intervening between Buch year 

"'. \ ,and the year at replacemem shall be redetermined,-

19", \ ' .. \", git--ing effeCt to' such adjustments;:Any increase i1I 

~'\' '" . '.8'JJ.Ch ·,ta:I:u~,t:$Ultiilg from &iLch lidjustments shall b~ 
• 

~l ,~, \ "', ~ and eollected as a deficiency, and any over ... 

22, \' payment 'sore8Ultingsha/J; be erecliJMl or refunded 
. 

23 ','. " tQ the taxpayer toitlwut interest. 

24 ' ,'~ "(B ) Definition of Involuntary Liquidation.~~ 

. ~ ,IT.', ,,', .\T~ term'in~lu/nl.ljry liquitl.titiDn'.; a8 used in tlU6: 
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. 

. 1'" ... ~ \'~,'''~g.".apk, """eansitke\sale\()'ft '6fAeri dispositionrof 

.',"2\ . ,,'\ ., II go'Ods~ invenmd .unM;'~,t11e met7uJd ~esC1'ibed in.. this 

",'3\.' ', .. ' ,··,''8tI.baecti.on~ eitke1')'V'OlWn,ir1N'~ 'o.,,\;m'oof,)mtary, coupled 

'4:' " "\,, " " fJiit/6o.o,,}ailure , qn tU 'fJftr~ '''of.' the ''l(iiJ;payer to pit.r

'"i5)' '. \','ehq8e, 'ma'TI:ufacf:lia-e,or'othwWiSe"'fJ'iOduce and have 

""'6 . ", ~on\,hana,'(lt thtclose ofth'e tri:cOblevgeQ; in which sUch 

" '7" 

8 

, . 
«alii" (J'f'!' ',~th'er '. disposition 'Qcc~'1'red)'.~uch goods r as 

would, if on hand tit 'th6'(JlGs6,Of''6UClt taxable year, 

·b6subjeet tothBapplication W the provisions of Ihis 

1'10". . ,,:. 'Subsection, if such"ailu~ 'Oft the part of the taxpdf}6r 

il' ·is due, directly and e:iJclusivelY'. (i). 4>'enemy captUre 

12 " \. "6'1' cOntrol of Sou'1'Oe8.of 'limited. foreign supply; fit) 

'1:3"" , ,to shippitn!1 Of" othe,.1rawp,artatiim 'shl11'tages; (iii f t.o 
\14','\ ", '. 

15 

'16 .' 

\111 .' 

18' 
'19 

~i,\ material slwrtages\re8lJllti'fi~ /rrim-priorities or alltMz

tionsi (iv) to labor shortage8.~';';" (,,~ to other jre

vailiflg . war 'OOnditioM,beyond"the control of <lAe 

\. ·taWpayer. .', 71 

, ,\ . ,"(0) Replticerrumts.-'-lf.i1l'thecase of any &

\ ", '.payer-subject· ft)' ck6. provisiOns 0'" subparagrfJ,1& 

'20': ,,' ..... , '(All iMclosing in~ .. of 'lheiaxpayer for,::a 

\21\',·,·\ ", .. '~ year. 'subsequ8nt to lh8 year',,, inoolunt4Py 

. 221 " ", \ liqilidaooft 6iu priOr ItJ 'the 'Corra'pUJt. 'replacemeni-ef 

-~, """ \Jhe" good$ ,.'i1uidated,t "${lids 'GR' increase over ~ 
~,.. , "2· . \ . .. \ ... , \ oPemng tOOeftrory of 1IICl.~ fM< t1wJ taxable year, 

~\\'1A8 '9Wds ~_ ~ SlalJ be c:onsideMI. 
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1 in the order of their acquisition, as having been ac-

2 quired in replacement of the gooda most recenay 

3 liquidated "(whether or not in a year of involuntary 

4 liquidation) and not previously replaced, and if the 

5 liquidation was an involuntary liquidation 8haU be 

6 included in the inventory of the tozpayer for the 

'1 year of replacement at the inventory cost basis of 

8 the gooda replaced. 

9 "(D) Election Irrevocable.-An election by the 

10 tozpayer to have the provisions of this paragraph 

11 apply, once made, shaU be irrevocable and shaU be 

12 binding for the year of the involuntary liquidation 

13 and for all determinations for subsequent taxable 

:1.4 year8 insofar as they are related to the year of 

15 liquidat~. 

16 "tE) Adjustment in Certain Cases.-If the aJ.. 

17 justmentB specified in subparagraph (A) are, with 

18 respect to any taxable year, prevented, on the date 

19 of the filing of the inoom.e toz return of the tozpayer 

20 for . the year of the rep~, or within three 

21 years from lI'UCh date, by any provision or nile of 

22 law (other than this subparagraph and other than 

23 section 3761, relating to compromises), lI'UCh adfus!-

24: ments shaU nevertheless be made if, in respect of the 

25 . tozable year for which the adjustment is 1K1UfIhl, 
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1 a natice of deficiency is mailed or' a claim for refund 

2 is filed,- as the case. may be. within three years after 

~ 3. . the date of the filing of the incometa:1J return for the 

.4 year of replacement~ If. at the time, of the mailing 

5 of 8fLChnotice of deficiency Or ,the filing of 8fLCh claim 

. 6 for refund. the adjustment· is so prevented. then the 

'1 . amount of the adjustment authorized by this para-

S graph shall be limited to the increase or decrease of 

.9 the ta:IJ imposed by this chapter and subchapter Eof 

10 chapter 2 previously determined for 8fLCh ta:1Jable year 

11 which r681Llts solely from the effect of subparagraph 

:12 . (..4.), and 8'UCh, amount shaU be assessed and coUected, 

13 . or credited or refunded,in the same manner as if it 

14 .were a deficiency or an overpayment, as the case may 

15 be, for _ .ta:IJable year and as if. on the date of the 

,16 ' filing of the income ta:IJ return for the year of the re-

.17 placement, three years remain before the ezpiration 

.18 . of the periods of limitation upon assessment or the ~ 

19 ing of claim for refund for the ta:IJable year. The 

20 .ta:IJ previously determined. shall be ascertained in GO-

,21 c:ord4~ with section 734 (d). The amount 10 be 

.22 . assessed cmd collected under this paragraph in the 

.23 . same manner as if it were a deficiency or.1o be 

~M . credited or refunded Va the .same manner as if it fIHIr8 

25 an ooerpayment shall not be diminis'4ed by any credit 
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-- 1 . or sct--off based upon any item, i1l4Zusion, deductitm, 

2. ·credit, exemption, gain, o~ loss, otheil than one re-

3 sulting frW/, the effect of subparagraph (A). Such 

. -4' - -. amount, if paid, skaU not be recovered by a claim-or 

,5,', "suit for refund, or suit forerroneo'U/J' refund based 

6 upm any item, inclusim, deduction, credit, exemp-

7 tion, gain, or loss, other than one resulting frW/, the 

8 effect of subparagraph (A)." 

9:· SEC. (47)m 120. ALIMONY AND SEPARATE MAINTENANCE 

'10" PAYMENTS. 

11 (it) AMOUNT INcLuomLE IN GROSS INcoME.-Se(>-

.12'. . tion'22' (relating to definition of gross income) is amended 

'13'bY'inserting'at the end thereof the following new subsection-: 

',1-4· I 'f(k) ALIMONY, ETO., INCOME.-Jn the case of a Wile 

15 who is divorced or legally separated' fro:m her husband under 

16 a detltee ot divorce or of separate maintenance, periodic 

17 payments (,whether or not made at regular intervals) re

. is· . ceived subsequent to such' decree in discharge of, or attribut-

19· able to property transferred (in truSt or othel-wise) in di&-

. -20 charge of, a legal o~ligation which, because of the ma.rit8I 

21' or family relationship; is imposed upon or incurred by-suCh 

22 huSband undersugh decree or under a written instrument 
23 incident to such divorce or separation shall be includibJe:m 

24 the gross income of such wife, and such amounts received 

'z,' 8S, are attrlbutable to property so transferred shaD not 'be 
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'1 includible in ~the gross income; of such husband., This suh-

2 section shal}' not apply to that part' of' any; such periodic 

'3 payment wbic~ the terms of the decree or written instrument 

4 fix, in terms of an amount of 'money or :0., portionM the 

5 payment, as a sum :which is pa]ablefor the support ,ofmhior 

6 children of such husband. In case any such periodic pliy-

7 ment is less than the amorinispecified 'in 'the \ decree i'or 

8' written instrument, for the purpose of applying the preceding 

9 sentence" such payment, to the extent of such sunipaya'ble 

10 for such support, shall be considered a payment 'for !'!flch 

11 support. (48)Iastl\Jlmeftt pa:ymCBts ffisehaFgiftg a JIIM'& efftft 
, 

i2 ehligatieR~. friReiptH 6IHBef wliieh is; Hi teffBB ef meRey 

13" eP pP6pel'ty, BJleei:lieli Ht ~ deeree eP mslirumeftt, shall BM 

14 lie e8ftsillerell periellie paymetits fer the ptlrpesfJs &I ~ ~ 

15 seeti8ft; ftft Htstallmeftt faymeftt shall he eeftsillered: a. feria'die 

16 pllj'BieRt fer ~ flH'f8ses ef this sahseetieR if~';8:fB8aftt 

17 ~ere8f is .w peP eeBtl:l:Hl: 6P ,mere ef saeh prmeipa;{ 6IHB ef!if 

18 . _ I'rHteipal 6IHB is leqaired:, by ~ teffil9 ef the'd:eelee 

19 eP mstrl:l:Hl:eRt, te lie JIftid wi~ flo faHed: eRIliBg Bet mePe 

'20' the .w ~ frem the ~ ef saeh deeree er HtstnHBeBt. 

21 IftS,allmefd payments discharging a part oi an obligatiOn 

22 CluJ principalaum of which ;S, in terms of money or properlY. 

23 ~fie4 1ft the decne or iftSirummt shall nOt be coRsiderid 

24periodio payment8 for the purposea of thiS~; e:z:Cep' 

n.R. 7378 t. 
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1 that an installment payment shall be co~idered a periodic 

2 payment for the purposes of this subsection if such principal 

3 sum, by the terms of the decree or instrument, may be or is to 

4 be paid within a period ending more than 10 years from the 

5 date of such decree or instrument, but only to the extent 

6 that such installment pliyment for the taxable year of the wife 

7 (or if more than one such installment payment for such taxable 

8 year is received during such taxable year, the aggregate of 

9 such installment paymenl.'J) does not exceed 10 per centum of 

10 such principal sum. For the purposes of the preceding 8e1/J-

11 tence, the portion of a payment of the principal sum which 

·12· is allocable to a period after the taxable ycar of the wife in 

13 which it is received s/tall be considered an' installment payment 

14 fOT tMtaxable year in which it is received. (In cas~ where 

15 . such periodic payments are attributable to property of an 

16 estate or property held in trust, see section 171 (b).)" 

17 (b) DEDUCTION FOR AM9UNTS PAID..-Bection 23 

18 (relating to deductions from gross income) is amended by 

19 inserting at the end thereof the following new subs~ction: ~ 

20 "(u) ALruONY, ETC., PAYMENTS.-In the case of a 

21 husband described i» section 22 (k), amounts iIlCludible un.: 
r~ 

22 der section 22 (k) in thtgross income of his wife, payment 

23 of which is made within t~e husband's taxable year. If !,he 

24 amount of any such payment is, under section 22 (k) or sec-

25 Don 171, stated to be not includible in such husband's gross 



1 income, Ilodeduction shall be allowed with respect to such 

2 payment "under this subsection." 

3 (c). INCOME FROM TnusTs . ..,....supplement E of Chap-

4 ter 1 is amended by inserting at th6 end thereof the following 

5 .new section: 

6 "SEC. 171. INCOME OF AN ESTATE. Oil. TRUST INCASE OF 

7 DIVORCE. ETC. 

8 "(a),INCLUSION IN GROSS lNcoME.~There shall bein-

9 eluded in the gross income of a' wife who is divorced or legally 

10 separated under a decree of divorce or' of separate. ma~-

11 tenance the amount of the income of any trust which such 

12 wife is entitled to receive and which, except for the provisions 

13 of this section, would be includible in the gross Jncome~f 

14 her husband, and such amount shall not. despite section 166, 

15 section 167, or any other provision of this chapter, be in-

16 eludible in the gross income of such husband. This subsec-

17 tion shall not apply to that part of any such income of the 

18 trust which the terms of the decree or trust instrument fix, 

19 in terms of an amount of money or a portion of such income, 

20 as a sum which is payable for the support of minor children 

21 of such husband.' In case such income is less. than the 

22 amount specified in the decree or instrument, for the purpose 

23 of applying the preceding sentence, such income,. to the 

24 extent of such sum payable for such support, shall be con-
• 

25 sidered a payment for such snpport. 
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i' ~ 
'U (b) WIFE' CONSIDERED A BENEFICIARY.-For the 1 

2 purposes of computing the riet income of the estate or trust 

3 tind the'net income of the wife described in scction 22 (k) 

~ 4' or subsection '(Ii) of this section, such wife shall be consid

, 5 ered as the beneficiary specified in this supplement. A 

6ptirroruc 'payment under section 22 (k) to any part of which 

7 the provisions of this supplement are applicable shall be 

'~ 'lncbided in the gross income of the beneficiary in the tax-

9 able 'year in which under this supplement stich part is 

10 :required to 'be included."'" 

t( I ':(d) ANN:UITms, ETC."""-Section 22 (b) (2) (relating 

'12 top3yriIents underaImuity, etc., contracts) is amended 'by 

It3! (49)iBsertiBg 'befefll iIte semieelen a. tlte ettd thefllef III pened 

'i~ f a;ad; tlte fellev..ffig: "This p8l'ftgrtlflh striking out 1M heading 

'150.00 inserting in lieu tliereol 

"(2) ANNUITIES, ETO.-

'r ' 
<)"i 1" '; ... <I( A) In General.--" 
17 
1~ lmld by inserting before tJte semicolon at the 'end of such 

'19 subparagraplt (A) a period and the foUowing: "This sub

'20 ,'plrrtlgrpph alid paragraph (I) shall not apply with respect 

'~ ito 'so mnch of a payment under a life insurance, endowment, 

'22' "or aWlUity contract, or any interest therein, as, under section 

'~ '22 'Ck), is includible in gross income". 

-,..; , 
24 

, (e) CREDIT FOB 1>:EPENDENTS~ 

2S 
(I) CREDIT ,FOB NORMAL TAX A1iD SUBTAX.-



53 

lSectioJ:!. ~l:i ;(b} :(2) (A) (relat~ngJ~;cJ,"~di~ f~,l;",dependr 

2 ents) lS, arn()nde4, by ;il}ser¥zig at tl:J.p :!l¥d,,:tPWeof th~ 

&, follow,ing,: " ~paym!l:p,t;, to, ~W~() "l~,ch)~ ~cludibl~ 

~ ,under ,Iilection ,22 (k), or section, 17.1 i~ ~e gtjo~~ incom~ 
• 

5 otsuaq. wife shall not ~e<!on!¥4!l~e4,~ pa~e~~ by hEl!, 

6 'husba,~d fpr the support of any dep,~I1denV' .. ' 

7 (2) CREDIT FOR OPTIONAL ;rAX iUm?E,B.,,~UPPLE;o 

8 )I:~NT T • ..-:-(50}Seeti6B, 4Gl;' # ,~.~ ~tJ~F ~ ~ 

9 tleftHiti&B,~. "~epeRdeRt" fep the p~fll,6~e,[.~~~pm~~ett$, 

10 !It, is llffleBaeli b,- iRseFtiHg .~ ~ eftil:~et;e~~ ,f~,e'i'lf i [ 

11 iBg-t !!.A, fB>~leftt, ~ II> wife. wBieh, isiflelttQihl!l ~aerr 

12 seetieR ~ ikt 61', BeerieB H-l, ifI ifte gl'6S& ifle6m~ e!r 

13 stteh ~shftJl.ft6t he eoftsiaert1a &p8yme~\ ~1~htHr.r' 

14 ~ fep ifte sapper' ef 8tiY aE'peft(lefl~" For, ~etli~ for' 

15 ' dependents ;n case of optional tax, .see amendment m,ader 

16 by 8ectwn 104 of.this Act. 

17 (f) DEFUmIONs.~ectioq ~79r (~) J~l~qng ~ ~efi:,,: 

18 nitio'ns) is amended by inserting at· the end. th~eof,1 the: 

19 following new paragraph: , , 
20 .. (17) HUSBAND AND WIF,E.-As used in sections,. 

21 22 '{k). 23 (u), 25 (b)' (2). {Al. (~1~!&Bd: afut 

22 171, aM the last 8eRtenceol. section 401 (a): J2)j. 
, ~ 

23 if the husband ~d wife therein referred .ro, i Iln!.: 

24 divorced, wherever appropriate to the m~~ of suc\l.: 

25 sections, the term 'wife· shaD be rea~ 10rmer wife' ana.; 
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1 the term 'husband' shall be read 'former husband'; and, 

2 if the payments described in such sections are made by 

3 or on behaH of the wife or former wife to the husband 

4 or former husband instead of vice versa, wherever appro-

5 priate to the meaning of such sections, the term 'hus-

6 band' shaD be tead 'wife' and . the term 'wife' shall 

7 be read 'husband'," 

8 (g) TAXABLE YEARS TO WmeR AMENDMENTS Ap-

9 PLICABL~,-The amimdments made by this section shall be 

10 applicable only with respect to taxable years beginning after 

11 December 31, 1941; except that if the first taxable year 

12 beginning aher December 31, 1941, of the husband does not 

'13 begin on the same day as the first taxable year beginning 

14 after December 31, 1941, of the wife, such amendments shaD 

15 . first become applicabie in the case of the husband on the first 

16 day of the wife's first taxable year beginning after December 

17 31, 1941, regardless of the'taxable year of the husband in 

18 which such day falls. 

19 SEC. (52)Hs 121. NON·TRADE OR NON·BUSINESS DEDUC-

20 TIONS. 

21 (a) DEDUCTIOlir FOR EXPENSES.-Section 23 (a) (re-
t;.: 

22 fating to deduction for expenses) is amended to read as 

23 follows: 

24 II (~) ExPEYSES.-

25' II (I) TRADE 'OR BUSnlEss EXPENSES.-



55 

1 "(A) In Oe'lleral.-'AU the ordinary and nece&-

2' sary expenses paid or incurred during' the taxable 

3 year in carrying on any trade or business, including 

4a reasonable allowance for salaries or other com~ 

5 pensation for persona! servicE'S actually render~di 

6 traveling expenses (including the entire amountex-. 

7 pended for meals and' lodging) while away Mm'l 

8 homo ill the pursuit of a trade' or business; and 

9 • rentals or other payments requfred to be made as a 

10 condition to the continued use or possession, for pur-

11 poses of the trade or business, of property io which: 

12 the taxpayer has not taken or i~ not taking title Of' 

13 in which he has no equity. 

14 "(B) Corporate Charitable Contributions..-N01 

15 deduction shall be flllowableunder subparagraph. 

16 (A) to a corporation for any: contribution or gift: 

17 which would be allowable as a deduction under su1);.. 

18 section (q)' were it not for the 5 per centum limita-

19 tion therein contained and for the requirement therein' 

20 that payment must be made within the taxable year. 

21 C< (C) Expenditures for Advertising and (lood. 

22 . W"ill.-If a corporation has, for the .purpose of rom-

23 puting its excess profits credit under Chapter.2E,-

24 claimed the benefits of the election provided in seo-.: 

21) tion 733, no deduction shaD be allowable under su~ 
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1 paragraph (A), to such corporation for expenditurcs 

2' fo/ advertising or the promotion of good will which; 

S under the rules and regulations prescribed under seo-

4 tion 733 (a), may be regarded as capital invest-

5, ments. 

,6 "(2) NON-TRADEOR NON-BUSINESS EXPENSES.-

'/, . In the case of an individual, all the ordinary and nece&-

8 sary expenses paid or incurred during the taxable year 

9 ,'for the production or collection of income, or for the 

10 management, conservation, or maintenance of property 

~1' held for the production of income." 

12. (b) ALLO~ABLEToEXEl\!PTINcoME.-8ec~ioD24 (a) 

13 (53) (relatiBg ~ items B% deaHetible~ is ltJftettaed ~ iBseft , 

14·.ffig lIefere ~ pariei at the 'ead thereof (5) (relating to 

15 items not deductihle) is' amended by inserting after lithia 

16 : chapter" the fon?wing: ", or any amount otherwise allow-

11 able under section 23 (a) (2) which is allocable to interest 

18 '(whether or not any amount of such interest is received or 

19accrned) whony exempt from the taxes imp~d by this 

20 chapter". 

21 (54* Flffis ::A:ND ABMINlSTB:A:'l'£ON EnmSES. SeetieB 

22 ~ (relatiBg M fIei iBeefBe ei estalie!l ftfHl h asfs) is lHBeBaed 

23 'oily iBseftiBg at the ead thereef the feDewiftg HeW lIIthseetieB f 

24 "!!.{at AmelfBftI aRewahle lfBlier seetie& ~ ~ 88 

25" & lleduetie& itt eElfBplHiBg the fIei estare ei .. deeedeB& sheD 
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I. eM· Be B:1leWMfItl B>ileau.eMe:a ftBileFiseetieft...~.'''WH·2t ie 

2 ee~tJ:tiBg the' fteli.meeme. i6£. ~ . estll:l;e.1Hlless there is filed; 

3 ~ tfte time ftBd,.ift .~. ftIAjRBef tIiR:tl feffft IIfeseriheil ~ 

4 '. ~ . OefBfl'lissieRef" III Bta.temeR& thft&. the iteftIs fttwe fl64; BeeR 

5 el&imeil 6l' alleweil lIS ileiltl:etieRs ftBileF seetieR' ~ -fht _ 

6 81"1'1'111i¥ep ef ~ tigh& M htwe t!lieh: ~ 'fllleweil M ftfI:1 time 

7 fItl ileau.eMeRs ftBile, BeeMeR ~ (h) ." 

8 (55)+lr (c) DEPRECIATIONDEDuC'rIO:N:.~The·first sen;'" 

9 tence ,of section 23 .(1) (relating todeductiondor, depreci+ 

10 ation) is amended to read as follows: CIA 'reasonable' 

11 oJIowance for the exhaustion, wear and tear (including a.[ 

12. reasonable allowance for obsolescence) ...... 

13. " (1) of property used in the trade or business, or 

14' ",(2) of property held for the production of income." 

15 (56}(et (d) TAXABLE YEABS'TO WmcH AMENDMENTS: 

16 ,ApPLIOABLE.-The amendments made by this section shall 

17 be applicable to taxable years beginning, after December, 

18· 31, 1928~ " 

19 (57* (eJ, RETROACTIVE Alr{ID."'DMENT TO PRIOR REvJr. 

20NUE AO'tS ...... Fot the purposes of the Revenue Act of 1938 

21 or any prior revenue Act the amendments made to the. 

22 Internal Revenue Code by this section shall be effective'as if.. 

23 . they were a. part ,of 811ch .revenue Act on the date of its 

24: enactmenL 

'\ \" 



58 

1 (58)SEC. 122. DEDUCTION ALWW ABLE TO PURCHASERS FOR 

2 STATE AND WCAL RETAIL SALES TAXES. 

3 Section 23 (C) (relating to deduction for taxes) i8 

4 amended by inserting at the end thereof the following new 

5 paragraph: 

6 "(3) RETAIL I$ALES TAx.-In the case of a tax 

7 imposed by any State, Territory, District, or possession 

8 of the United States, or any political subdivision thereof, 

9 ,upon persons engaged in selling tangible personal prop-

10 erty at retail, which i8 measured by the gross sales price 

11 or the gross receipts from the sale or which i8 a stated 

12 sum per unit of· such propl'1'ty sold, or upon persons 

13 engaged in furnishing services at retail, which i8 meastLred 

14 by the gross receipts for furnishing such services, if the 

15 amount of such tax is separately stated, then to the extent 

16 that the amoUnt so stated is paid by the purchaser (~ther-

17 wise than in connection with the purchaser's trade or 

18 business) to such person such amount shall ie allowed 

19 as a deduction in computing the net income of BUch pur-

20 '. chaser as if Such amount constituted a tax imposed upon 

21 and paid by BUch purchaser." 

22 (59)sEC. 123., DEDUCTION FOR srOCK AND BOND WSSES ON 

23 "l. SECURITIES IN AFFIUATED CORPOlUTIONS. 

24 (a) STOCK LOSSES.-

25 (1) IN GENER.4.L.-Section 23 (g) (relating to ca~ 
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1 tal losses) is amended by inserting at the end thereof the 

2 following: 

3 "(4) STOCK IN AFFILIA'l'ED CORPORATlON.-For 

4 the purposes of paragraph (2) stock in a corporation 

5 affiliated with the taxpayer shall not be deemed a capital 

6 asset. For the purposes of this paragraph a corporation 

7 shall be deemed to be affiliated with the taxpayer only if: 

8 "(A) at least 95 per centum of each class of 

9 its stock is owned directly by the taxpayer; and 

10 " (B) m01'e them 90 per centum of the aggregate 

11 of its gross incomes for all taxable years has been 

12 from sources other than royalties, rents, dividends, 

13 interest, annuities, or gains from sales or exchanges 

14 of stocks and securities; and 

15 " ( C) the taxpayer is a domestic corporation." 

16 (2) TECHNICAL Al,fENDMENT.-Section23 (g) (3) 

17 is amended by inserting before "subsection" the following 

18 "paragraph (2) of". 

19 (b) BOND, ETC., LossES.-For losses on bonds, etc., 

20 of affiliated corporations, see amendment made to section 23 

21 (k) by section.124 of this Act. 

22 SEC. (60)H9 124. DEDUCTION FOR BAD DEBTS, ETC. 

23 (a) GENERAL RULE.-Section 23 (k)(relating to bad 

24 debts and securities becoming worthless) is amended to fead 

25 as follows: 
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1-. " (k) BAD DEBTS.-

2 " (1) GENERAL RULE.-Debts whioh beoome worth-

3 less within the taxable year; or (in the diseretion of the 

4 . Commissioner, a reasonable addition to a reserve for bad 

5 debts) ; and when satisfied that a debt is recoverable only 

6 in part, the Commissioner may allow such debt, in an 

7 amount not in excess of the part which beoomes worth-

8 less within the taxable year, as a deduction. This para-

9 graph shall not apply in the case of a taxpayer, other 

10 than a bank, as defined in section 104, with respect to 

11 a debt evidenced by a security as defined in paragraph 

12 (3) of this subsection. This paragraph shall not apply 

13 in the case of a taxpayer, other than a corporation, with 

14 respect to a non-business debt, Wl defined in paragraph 

15 (4) ofthis subsection. 

16 "(2) SECURITIES BECOMING WORTHLESS.-If any 

17 securities (as defined in paragraph (3) of this subsec-

18 tion) become worthless within the tuable year and are 

19 capital assets, the loss resulting therefrom shall, in the 

20 case of a taxpayer other than a bank, as defined in sec-

21 tion 104, for the purposes of this chapter, be considered 

22 as a loss from the sale or exchange, on the last day of 

23 such taxable year, of oapital assets .. 

24 " (3) DEFINITION OF SECURITms.-. As. used in 

25 (61)paragraphs (1), (2), and (4) of thissub~ection 



'1 ,the' term~E!eu:dties" meanS bonds; debentureS', notes,' or 

2 certificates,. or other evidences) of' indebtedness, issued 

3, by 'any corporation \ (in91udIDg those issued by a govern-

4 'ment· or 'political '.subdivisIon' thereof), with interest 

Il.· 'conpons' ()rin registered ',fotInl 

6' " (4) N O}f -BUSlNESS DEBTS.~In the case of a tax-

''l', payer,' other than a corporation, if a non-bu:siness debt 

'8' 'becomes worthless within the taxable year,. the loss 

9 resulting therefrom shall be considered a loss from the 

10, sale 01' exchange, during the taxable year, of a capit8l 

:11) asset held for not niorilth'an (62)l-&6 months. TIe 

'12: ' 'tenn'non-business debt; means' Ii deht 'other thana debt 

13 evidenced by a security as defined in paragraph (3) 

14 and 'other than a debt the loss from the worthlessneils 

. 3.5' '. Lot which IS incurred in the t8.xpayer's trade ()r (63)h&St-

16 ness. " business. 

-17 , . (G4)"(5) SECURITIES OF 
., 

AFFILIATED 'COBPORA-

,is I • i',· TIONs • .;.;..Bonds, debmdures, notes or certificates; or other 

19 'evidenc~ 'of indebtedness issued will interest coupM13 Or 

2{)' in registered form by any corporati01l alfJiated with the 

21 ta:r.payer shall no' be deemed capital assef3 fur the pur-

22 fJ08CS of paragraph (~) and paragraph (1) shall apply 

, 23 with rupee' to sllCh debt e:tCep' that "Q such dedu.ciion 

, 24. ' shan be allowed under IJUCli paragraph wiIA respect 10 

2S any sucl debt whick v recoverable only in part. Fur 
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the purposes of this paragraph a corporation shall be 

deemed to, be affiliated with the taxpayer only if: 

"(..4.) at least 95 per centum of each class of ita , 

stock is owned directly by the taxpayer; and 

" (B) more than 90 per centum of the aggre

gate of its gross incomes for all taxable years has been 

from sources other than royalti~, rents, dividends, 

interest or annuities or gains from sales or exchanges 

of stock and securities; and 

" (0) the taxpayer is a domestic corporation." 

(b) INSURANCE COMPANIEs.-Section 204 (c) (6) 

12 (relating to deductions allowed insurance companies other 

13 than life or mutual) is amended to read as follows: 

14 , " ( 6) Debts in the nature of agl)ncy balances and 

15 bills receivable which become worthleils within the tax-

16 able year;".' 

17 (c) INTEREST DISALLoWED.-Section 3771 "(relating 

18 to interest allowable on claims for refund or credit) is 

19 amended by adding at the end thereof the lollowin&,:: , 

20 " (d) CLAnIs BASED ON DEDUCTION FOR BAD DEBTS 

21 OR FORTHLESS SECURITIES.-If credit (65)or refund of any 

. 22 part of an overPayment would be barred under section 

23 322 (b), except for paragrapb (5) thereof, or under section 

24 322 (d), except for (66)P1l:r..gmI'B clause (2) thereof, DO 

, 25 interest shall be allowed or paid with respect to such part 
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1 of the overpayment for any period beginning after the ex-

2 piration of the period of ·limitation provided in section 

3 322 (b)· (1) ~or filing claim for credit or refund of such part 

4 of the overpayment and ending (67)befafe the eM: Eli the 

5 sHaft maRth eftef at the expiration of siai months after the date 

6 on which the claim was filed or, in case lio claim was filed and 

7 the overpayment was found by the Board, ending at the time 

8 the petition was filed with the Board." 

9 (d) EFFECTIVE DATE OF AMENDMENTs.-The amend-

10 ments made by this section adding the last sentence of sec

n tion 23 (k) (1) and adding section 23 (k) (4) shall be 

12 effective only with respect to taxable years beginning after 

13 December 31, (68)19411942; (69)the amendment inserting 

14: section 23 (k) (5) and amendments related thereto shall be 

15 applicable only with respect to taa:able years beginning after . 

16 December 31, 1941; and the other amendments made by 

17 this section shall be effective with respect to taxable years 

18 beginning after December 31, 1938 . 

. 19 . (e) CROSS REF'ERENcE.-For extended period of Iimi-

20 tation by reason of debts becoming worthless, see section 

21 (70)00 171. 

22 (71)sEC. us. CORPOlUTE CONTRIBUTIONS TO UNITED STATES. 

23 ETC. OR FOR C8MUT.4BLE USE OUTSIDE UNITED 

24 STATES DEDUc.TIBLE. 

25 Til. {irst sentence 01 section 23 (q) (relating to allow-
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1 ance of corporate charitable contributions). is amended to 

2 read as follows: "In the case of a corporation, contributions 

3 or gifts payment of which is made within the taxable year to 

4 or for the use of: 

5 "(1) The United States, any State, Territory, or 

6 any political subdivision thereof or the District of 

7 Columbia, or any possession of the United States, for 

8 exclusively public purposes; or 

9 " (2) A· corporation, "ust, or· community chest, 

·10: lund, or foundation, created or· organized in the United 

11 -States or in any possession thereof or under the law of 

12 the United States, oro! . any State or Territory, or of 

13 the District of Columbia, or · of o,ny possession of the 

14 United States, organized and operated exclusively for 

15 religious, charitable, scientific, literary, or educational 

16 purposes orTor the prevention of cruelty to children, no 

17 part of .the net earnings of which inures to the benefit 

18 of any private shareholder or indit:idual, and no sub-

·19 stantial. part of the activities of' which . is carrying on 

20 Propaganda, . or otherwise attempting, to' -influence legia-

21 Zation; 

22 to an amoet which does· not ezceed 5 per eemum of the 
•• 

23 taxpayer's net income as computed without the bene(ds of 

24 this subsection." 



1 SEC.: (72}lao :126.'AMQ],tTIZ4lJLE BONP r~F;l\IIUM:-~ 

2 .(a), ',DED"UonoN: ;FOgAMOR'J:IZ~I13QN.D Pq-
" . 

-3 MlUM.,...:.8ection,23 . (relating, to, .deduCltio~lIdtom,. grOS!! in ... 

4 . come) is ~Elndedby:ins~tingillt ,W.~(lJlfl.j.b~repl the JqI-

;5 lowing; , , 
, I l 

• 6; . U (v.) ;SO;NP ,:FREMI1J"M P~JlCTI;QN.-:"T m.. th~ ,pase ofoa 

'lb()Ildholde~;. the .. dedllctiQJJ.; nfQ~ ·i~()~zQ.bl~ I ~oI{d \ premiUpl 

'd d' '121': " . 8 prov~ e I,U Be.QtiO~ "", '" . " I 
f ~ f 

.1 '::) _ I ,-;._' . 'J 
'J 

9 (b) GENERAL R~E,ELEQTION'; .. ANA D.~fl:;lf.'iTIONS.ft": 

10, :rIte' Internal Revenue Code is amended by ·inseIting·aft.er 

11 section 124 th~ fop,owing new section: : ; 

12 ·SEC. 125. AMORTIZABLE BQNI)PREMIJJM. ".' !.. l 

'13 U(a} GENERAL RULE.-Inthecase~~~anybond, aI 

14 defined in subsection (d). the following rules shall, apply t~ 
. 

15 .. the amortizable bond premium (determined under subsectiol! 

16 ,(b»); OD the. bond for any . taxable year beginning after 

17 December 31. 1941: . i 

18 .. (1): INTEREST WHOLL~ .OR P~TIALLY TAX-:-

19 ABLE,-In the case of a bond. {other than a bond the 

20 interest on which is excludible from gross income). the, 

21' amount of the amortizable bond p~um for the taxnbll} 

22 year shall be allowed as a. deductio~, 

23 .. (2) INTEREsT .WHOLLY TAX-EXEMPT.-In thl} 

24 . case of any bond the interest on which,i§.excludible froIq 

n.R. 7378 5 
, . 
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gross income, no deduction. shall be allowed for the 

amortizable bon~ premium for the taxable'year. 

II (3) AnJUSTMENT OF CREDIT IN CASE OJ! llf

!rERESTPARTIALLY TAX-EXEMPT.':"In the case of any 

bond the interest on which is allowable sa a credit 

, against: net income, the credit pr<lvided in section 25 

(a) (1) or (2), or section 26 (a), as the case may be, 

shall be reduced by the amount' of the amortizable bond 

premium for the taxable year. . 

10 ,f' (For adjustment to basis on account of amortizable.bond 

11 premium, see section 113 (b) (1) (H)}. 

'12 .. (b) .A:M:ORTIZ.ABLE BoND Pmmrolr.-

13 ., (1) AMOUNT OF BOND P.REHImr.-For the pur ... 

14: ,poses of paragraph (2), the amount of bond premium, 

15 in the case of the holder of any bond, shall be determined 

16 With refere~ to the amount of the basis (lor deter-

17 mining loss on sale or exchange) of such bond, and 

18 with reference to the amount payable on maturity or 

19 on earlier call' date, with adjustuients proper to reflect 

20 unamortized bond premium with respect to the bond, 

21 for the period prior to the 'date as of which subsection 

22 Ca) becomes appJicable with respect to the taxpayer 

23 with reSpect to such bond. 

24 .. (2) ...tir:OUN'r AMoRTIZABLE.-The amortizable 

• 
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,t '.' tbond prerilium--o:L'thl¥,*aXabl6jfoal"~a:ube the amount 

~D"':,: "'?Of the 'lionEl 'i)renlluma.ttributa~Je, Itt)! SIlrutJy.ear. r· 

31: i' ',:./ W(S)<METHODi;oFDDETDMIN'U]ON,J.-The dete~ 

'~ ,r',) mhuttiQns;r~quired!1\D.der pillfagmplu( ~]~Il8Ild (2) sha:1l' 

',61 '-." ; [ II ,fAt in. accordancewitk ithe (:fuethod of amot

:".i ,I " Ii. tizing' borid· pre:rniuin! [regularlY' 'employedl by the 

'S[ Iii,',,' ,11older'ofthe Bond; if suob:methoINn'easonable;,J 

",j( :I 'r, t'· 'I (B) in alloth6l' eases; i' in 'aCcordance with 

10!.) f, '.regulationspresrirlbingreasol1ablametho~'Of alnoiU 

n" I" tizing bond preminh), 'PT8sorlbed '.ilY dia"Co~ 
12 "'\ "sioner with the approval'olthe SeCretary. :.£ 

1~" I, ;~'{e)"ELi!:OTION ON TUA'Rt,E iANJ),PABTULLY TAiJ. 

14l;!~BoNDS.-. < 

10' , '. ' ., (1) EuGIBILIT'! TO Ei.Eci1! ..urn' ~ WITH Dl 

18 .!. 1[' .sPEClT ro WHIOH· ELEOTION : PEnrr.rr1iID;'-';''rhis section: 

17' :,Bhallapply :with respect to .the f01l0Wi:0g classes of tail 
18'", 'l>ayersiwith respe~to thlf ronowing'claSses'bf bondsl 

19iT I Only ,if,tha taxpayer hallIeleoted 16 have' tbls sectiont 

20 " ,I apply:", ' _ , !.,' c~ 

21;, "'(A) Partially Ta.x-Exempt.-Intha-case ofta' 
~ '~ mpayer ,other than .. corporation, bonds :with W 

23 spect to the interest on ',which the ~ credit' 'Provid~ 

24", ": 'in section 25 (a): (1) or: (2) is8llowiWle; and I:;! 
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11;;;',,:r; '; ::1 : ''',(::B); Wh!iuy Taxable.-In'the case of any tax-

2, p!l-yer .. bonds:thldnterest Qnwhich is not excludible 

J} ,,' " : ... -fTQIQ gros!!in®me but with. respect 'to which the 

t1;.;J, \ -i ri,we\di~ pr:oyjdedJ, 'J!6ction. 25, (8.) (1) or, (2), or 

5 section 26 (a), as the case may be, is not allowable. 

-~, ,'t,:.~' (2) MAN:NEB ,AND EFFEOT,OF ELECTION.-The 

1.: .. '.! election authorized ,under this subsection shall be made 

8 : . r '); ,in accordance with such regulations as the Commissioner 

j~j'rl ~witho the approval of the Secretary sha.1I prescribe. If 

1Q·L .. ';tsueh :electioriis made with respect to any bond (de-

11.i . ,.. ')crib.ed,in 'paiagrap):t (1)') of. the taxpayer, it sha.1I also 

12 apply' to all such ~onds held by the taxpayer at the begin-

1;'1..'1' 'l.ning"oI-the.first :taxable, year to which the election ,ath 

14 plies and to all such bonds thereafter acquired by him 

1~ r :; l~d~l!haJLbe. binding for all subsequent, taxable years 

:1,6:; <withuJ,"espect t;e:!l.such bonds'of the· taxpayer, unless. 

11, }.) ,uPQn, application,.by .the taxpayer, the Oouimissioner 

18". : : permitS .him;subject.to such conditions as the CoDJID.is.. 

':J,~' ), sjoner I deems'necessary,- to revoke such election. The 

20 election authorized under this subsection in ,the case of 

21' , ameII!beJ,"' ·~t 8. . partnership . sha.1I be exercisable with 

~, • f,respec' to b!>nds. of the partnership only by the partner~. 

~ ~: ;';,ship.In:th~ Cil.seof bonds 'held by 8. common trust. 

24: i.,:1; ;fund.·~, defined in section 169;. or by a foreign personal 

25 holding company. as defined in section 331, the eI~ . --. 
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"l,tion ajlthorized under flthis ',subs.ection",sht¥! be exerCli$-

2 able with respect to such bonds '6my"bYJ the commQn 

3 trust,fund or. foreignTpersQnatholding'~!lmpa;ny., 

'4 . "(d)~ lhnm:~o:Nj oP':np;t!p.tfAs ,1ls}ldJn .. ..tm/~~ctiqn, 

5 . the '. term' fbond':means.an;J. hondo!! deb~~t1),fe;: J),ote,Umclir-

6 tificate or other evidence ot.indebtedJ;l6$s"iis,sl,l, .. ed.!~Y;IIJl:v. cor-

7poration and bearing intefeBt:~~clud4tgany 1i1wobligation 

8 . issued by a. g!lvernment or political BubdiJisi,O.ll tl\et:lll>fl ai with 

,1*, ,interest coupbns .qr in! reghtter,e'd :11>f'P.l,',but d!leltJDo~),intllude 

lQ (73)any, .mCA . obl·igation ,which:'t;tm.$tituftJ, -stQck .in, trfli,e fl1/ 

11 the tazpayer or any such obligatwn ,41. P 1pi1lJl ~~ic(qJ)o'Uld 

12, properly be included in the inv,ento'l'y"Df t1/,fJj tazpayer if fm 

.l~ , 1M-tAd .at the close of the, tazable year, -(I'I',,!Il}Y B~ch obligaMn 

14 held by the taxpayer primarily for;l!ale!to:customers in the , 

15 ; ordinary course of his trade or bqsiness"" . , 

16 (0) ADJUST~ TO BASlB.......8ection· U3 : (b) (I' 

17 (relating to adjustments to basis)' is amended by jnsertinpt 

18· the end thereof the fonowing new "subparagraph: • .-

,19 , ~'(H) in the ease of/lD.y bond (as ,defined in 

20, , section 125) the interest on 'Which is, whony exempt 

21 from the tax imposed,by~ chapter, i() ilie extent 

22 0' ilie' amortizabl~ bond prenllWO, disaUowable -:u 

23 a deduction pursuant to seCtiOJr,125 fab (2), and 

24 ,F .in the ease of any other bon4r(~ ,iefined in such 

,25 sootiop)- to the'extentoHh~decluctiQIl8r-aU~' 



10 

1. . Jrnrsuant to' r&eetion !l~ i( a) (1)' with respect 

. .'1 ' 

3 . (d) CmmiTSO:F ESTATE :oB 1 TRUSTAND'BENEFI-

,14,' ~:oruT.wSeiltionf63 '(relating' to' 'credits i()f estate or tnist 

-'6) and. beneficiary) is, amended byinsertirig iftt the end thereof 

-1l ) tludoIiowmg new 'Subsection'! ' , .. ' ,I 

~'1! : '''(or CREDI'li;"OF'lESTATE ;QB:TBUST AND BENEFI

,[g" CWy 'IN CASE <rir Bm 'PREMlUM ....... If the estate or: tnlst 

,,9', ~~lec'ts 'UDder secnon'125' to 'treat the 'premium on bonds, the 

lO ;~1ntereat on'which is allOW-able u a credit 'UDdet'lrection ~5 
, r 

d2 ".\ '\ '\',;),~ (t'~ For the purpoSes {)f subsecUonl (Ii) .(2), die 

.13>.'~'~ fmdits'/allowedby section' 25 (a) shan-be Teduced ~ 

1.41 j,i "'[provided in BOOtion 125 (a) (3); " 
r • 

15 II (2) FOr th~ -pUrposes of imbseetion (b), the' piO

t5) (f) portmnate share d 'tlie' legatee; 'heir, or beneficiarY' of .-
'l'7: ; ;y. -mich' interest'shan be 'his 'proportionate shOre ~f suCh 

18 . inoorest' (deteimined without'regard to this paragraph' 

:19;· 1;' ~, ireducell 'bY s& rnmch 'of th~ dedueoon nnder section 23 

!3) ,.': It l' as' iii .aitnlmtlibleto: suCh share. The remainder' Of 

:21 •. 0. isum 'deduction,' for ftiui purposes of the ~ .~teDce' of 

'22 " , 'wbsection '. {b); ShaH be' applied, in 'reauetion of lInCh 

~~. " ~'(e) CmmIToPPABTICIPANT nr CoUOlI' TRUST 

-1.5wTtrJm pOO' P.A:RTIALLY TAX-EXEMPT lth'EkEST.-Section , . 



'It 

11, ,l69 .(cj;(74)(n (relatiIl-g ;ta!credit~l.Qf ,partipiplUl~S):Vs' 

2 emended .by inserting 4Uh~/en<J therllof);h~ lollo~: nltw 

.3 sentence: f'Ifthe cOIIilll.Qn.[.Q'ust ;fundT (llects und~1~ectiQn 

4 125 to ,trea./i the premium. OJ;!, ,bonds, .1h,e interest PlJ. which is 

,(). :allowable.asut) credit under, sQ,ction. i2f) ~a}; ·Ul ~1' ;{2) , lIS 

6 ,amortizablt\ for· the purposes ~f tl;le. pre.ceding sentel;lce the 

. OX PrQportionate share of the particiPllllt of, such interest re

S· ceived by the common trust fund shall he his Proportionate 

9 share of such . interest (determined without, il'egard ,tit this 

10 sentence)' reduced by so much of the deduction und6l' seo

n tioli 23 (v) as is attributable to such share," 

.12. {f), CmmIT .oJ' P.uTNER FO:aPARTIA):.LY T..cx;. 

13 EXEMPT lNTEREsT.-8ectioll. 184 (relating . to credits fur 

14 partners). is amended by inserting I at; the' end. rthereof the 

15 following new sentence: ''If the partnership ·elects .under 

16 'section 125 to treat the premium on bonds. the interest ~n 

.11 whichia allowable as a credit ~der section 25 (a) (1_ 

18 Or (2); as .. amortizable, for the purposes of the preceding 

19 senten~ : the partner's proportionate share -of :the interest 

20 - received by the partnership shall be his proportionate share 

.21 -of such inrerest (determined without regard to this sentence) 

22 reduced by so much of the deduction under section 23 (v)'as 

23 is attributable to such Share." 
• 

24 (g). CREDIT OF UNITED BTA.nlJ 8a;AREHOLDEB FOB 

:~ PA.:R'nALLY Tu-EXEMPT IN'mtES~-Section ·337 (e) 
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;1 : '( relating to credits of United States shareholders) is amended 

' .. 2 by inserting atthe end thereof the following new sentence: 

3 "If the foreign personal holding company elects under S8o.. 

4 iion 125 to treat the premium on bonds, the interest on which 

,,5 • us :anowable as a credit Under section 25 (a) ( 1) or (2), as 
,6. amortizable, for the purposes of the preceding sentence eacb 

-~ :United States shareholder's proportionate share of such in
,8 terest received by the foreign personal holding company. shall 

:9: be his proportionate'share of such interest (determined with-

10 ' out regard to this sentence) reduced by so much of the deduc-

11 tion under section 23 (v) as is attributable to such Share." 

-l2.. -'lh) CREDIT OF SHAREHOlJ)ER OF PERsoNAL SERVICE 

13 -OoRPORATION'FOR PARTIALLY TAX-EXEMPT lJJTmEST~ 

'14 ~Section,394 (c) (relating to the credits of shareholders of 

-15,.8, perSonal Service corporation) is amended by ~i1ihg-at 

16' the end thereof·the folloWing new sentenOe~-·'FoJf:llt),y·tu-

17' able year of the corporation beginning after DecembeJ. 31, 

:18: 1941, each, such shareholder's proportionate share of such 

1.9 iriterest received by the corporation shall be his proportionate 

20 share of such mterest (determined without regard to this 

21 sentenCe) reduced by so much of the deduction under section 

22 '23, (v) as is attributable to such share." 

23 (i) CROSS REFmmNcES.-
• 

24_ (1) Section 25 (a) (2) (relating to credits for 

g5'normal tax) is amended by inserting at the end thereof 



1~ . . 

:1 the following: '" (For reduction of cr~dit underparagrapb • 

. 12 ' ( 1) "or (2) on account of' amortizable' bQnd 'llremiufu, 

'see section 125) ." , , 

4 (2) Section 26 {a) ~reIating to ereditsof corpora.-

. 5 tions) is amended by~insemng~at' the end thereof the 

6 followiJig: II (For reduction' ofereditundei.this subseo-

V tion oil'account of amortizable bond premium,see section 

8 125)"" 

9 (75)SEC. 127. DEDUCTION FOR MEDICAL. DENTA.Li,ETC .. tx. 

'10 PENSES. 

11 (a) ALLOWA.NCE OF'DEDUCTION.-8ectioii 23 (relidr 

12' ingto deductions from gross income)'is amended,.by inserting 

13 -al the·end thereof the following tleW subsection: 

14: "(tt) MEDICAL, DENTAtjETO., EXPENSES.-..-.E:reept 

15 as limited under paragraph (1) fY1" (2), eXpenses paid du,r-

16' ing the ta:J:able year, not compensated for by insurance' fY1" 

17 otherwise, for medical care of the taxpayer, his spouse, ora 
18 dependent specified in section 25 (b) (2) (AJ of the t@-

19 payer. 7'he term 'medical care,' as uSed in this subsection, 

. 20 shall' include amounts paid for the diagnbsis, cure, mitigcr 

21 Cion, treatment, or prevention of disease, or for the purpOse 

22 of affecting any structure or function of the body (including 

23 amouftts paid for accident or health insv.raMe). 

24: "(1) A husband and 1Di/e who file'tJ joint retUrn 

23 ' ,'may deduct only' suc1& ~ ali ezcfied 5 per c:entwA 



:t.: . qt, the' agir!'egate 'net iriuxYmepf such husband and wife, 

.2,' ',' ,computed without, the benefit of ,thia subsection, and the 

3 maximum deduction for the" t'a$ohl£ year shall be not in 

,4, , 'fJXCB8sof $2,ljOO 1m. the case of IJUCh husband and wife • 

. ,fj, ",'i);, '. "(2) An individual who (ile8a separate return may 

_ . .6 . :deduct only BUCk ezpenseB ase:reeed Ii per centum of 

.7 ,the net income of the: taxpayer, ,computed- without the 

8 benefit of thia subsection, and the rnaxi1fl,um I deduction 

.,'9. . , .. forthe ,tcu:able year shall be noUn excess of $2;500 in 

10 the case of the head of a ffl1fl,ull, ~ and. not in e:reess of 

-U'I) ',''$1,250 in the case of aU other B'lLCh individual8." 

',12', ..... (b) ITEMS NOT.DEDUC'xl1JLJi}i-Section 24 (a) (re-

13 lating to-,items wi deductible). is amended by striking par. 

11;4 . grapk l.and inserting in lieu .thereof the following: 

-15' "(1) Personal, living, or family ezpense8, e:reept e:J)-

·116 f . ,t:racrrdinary medical expenses deductible under section 23 

.17 •. (z);". 

·18' . (cJ 'OHMlIT.tUILB DEDUCTION8.~ection 23 (0) (re

.19 latingto' deduction for. eharitable and other contributions) is 

-20 'amended by striking t1u period at the end of the Mrllo the last 

,21 senteRiCe 4nd by i:R.aerting inliev. thereof the fti/1owing: "01' 0/1 

\ '. \JlUIlSectwn z. 22 ;:"'.L. • (J If fj" .. 

23 (d) .OOMPENSATION' FRoll'INBUJUNCE.-8ection 22 

24 (b) '(5) (relating to e.r.ctu.siJm from gross income of campen.

.25 sation for injuria or'sickness) is ameru1ed by 8Iriki.ng out 



'!F '!!Amolmt8i'l'eeeived" ood' i1t8erling in. lieu· thereof, ~'E:ece:pt. 

'. ~\ 'rin\'iII,e 'flluJt- of, amotmtB attri~utable, ,tf} (tmdnot ,in,\l(Xcess Q/) 

\3',1 diductwns tillowed under aecflion· 23, (x),itnt1l1iy p:rW7',.ttJ:.cable 

""\\~6IZ,.~'amou'ntB 'I'(lCeived"..l ,", ,t. 

5 (76)sEC. 128. LOSSES OF MINING ChIll!D1l.AtJONS,POR.. 1138 

, 

"v '\ \(aj DEr1Uo.TION FOR MiNING, LOS8Es.,.,..section '23 

,8, (relating,wdeduetio1l.8) iAamended by i1l.86'1'mng,(jt the Iiful 

9 thereof the following new subsection: "'" .' '!.I . \ "! 

ilO . \1.lu-('yj'MlNINO:LossE81N1.938'.A1fD 1939~f!tr the 

11/"fir8t,'ta:Bab16 'fleai" begi1l.ni1l.!/"in '1940, 'lin the case of a cil~ 

~""p9rmimA\ ~ derives's1Jhsfantiiilli!,ct(l 'Us ineome. f'l'om Ute 

'iL3, ym,dtU:tton.'of:m4nerals" as defimd' inseclitm'735.,. the 63)-

14 haustion of which gives rise to an aUOWanc.8 ,Of! ,,J,epletiOn 

-15 \ fl.fuW section 23 (tn.), the'sum of---' : \ ," 

-16 " . \,', ~'(l)\ 1M f':tC68! 'of thededuc~ to'/' a rlJizablll year 

-I'll .. ·,·' \lJegmnmg in 1938, allowed by the Il~entte Act of 1938, 

.18, """ O'6tJfthe 'gt'OM iflOOfT&ejO'/'.auclt. yeiJr,·,a'rUi p r 

-19' "" ,,\ "(2) the a:oeB8 of IluJ dedu.ctions fcircataxableyU'I' 

\20" ", l>egiflning lin 1939,.alloaoed by thi3 eM.pter os O'I'iginttlly 

.2l, '" 'ftOcted,OVf!'l' t/ie,gro&$ moome for.suM yeM., r~ 

,'2a'. 'J. either! caSe,' the compukltion.s shall be made II>ith the exCep

,23·,·.-. 1Iftd ·limitatioM' provided . _ ~ ·122 ' (d) witlwiI.t 

.21\ :, reiJoN '10 its amenclInenl by tAB Reomue-A~ lJi ,1942." 1 '.: 

2$!,,',.\,i (i)!l'BCBNlo.u. AilEl'IDUNf'.-8ection.~ (e) (r. 
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,. lating to net operating loss) is amended by inserting before 

2 the period at the end thereof a comma and the folloWing: 

3 "and, in the case of corporations described in section 23 (1/), 

4 such terms do not include any taxable year beginning before 

5. January 1, 1940". 

6 (c) TAXABLE YEARl'1 TO WHICH AMENDMENTS Ap

'1 PLICABLE.-The amendments made by this section shall be 

8 effective w'ith respect to taxaUe years beginning after Decetrr 

9 ber 31, 1939. 

lO '(77)SEC. 129. DEDUCTION OF CERTAIN AMOUNTS PAID TO 

II COOPERATWE APARTMENT CORPORATION," 

~ Section 23 (relating to 'deductions frmn gross i'7/.CUl'1le) 

~3 is amended by inserting at the end thereof the following new 

l4 sUbsection: 

l5 U(z) AMOUN'1'S REPRESENTING TAXgS AND INTER

l6 EST PAID TO OOOPERATIVE Ap ABTMENT OORPORATION.-

l7 "(1) IN GENEBAL.-In the case of a tenant-

~8 stockholder (as deft.ned in paragraph. (2)), afTWUnta, 

.9 not otherWise deductible, paid or accrueil to a cooper. 

:0 tiDe apartment corporation Within Ik tozohle year, if 

:1. such amOunts represent that proportion of the real' estate 

2. taus on the apflltment building and the larid on· whick 

3 it' is situat.ed, allowable as deductiml under BUhsection 

:4: (c), paid iw incurred by the corporation, or of the inlet-

=> est paid or i1wurred by the corporation. on ill indebted-



'4 

.. ~ 

6" '; " 

'l'l 

'ness contracted in the .',.acquisition" construction, alter.a, 

, tion,·. r"ehabilittition, or., maintenance of suchapartme'IJ,t 

.building Jir ,'n the. acquisition of th~ land on which the 

building. is located, which,the 'stock of the corporation 

owned by ~the. tenanfrstockhQlden: ~ :bf! . 'the total outstand-. 

ing. stock of the corporatwn, including that held by the 
• 

,'7 '. corp01'ation. 

,~. '''(2) DEFINITIONS.---For the'purposes of this ~ 

9 , ) secCio1\""'" .. 

10, . "(A) Cooperative ApartmentOorporation.4 

11 ' The term 'cooperative apartment corporation' meanS 

~. acorporati~ 

13. "(i) having one and only one class of stoCle 

14 outstanding, 

J.l:' "(ii) all of the 'stockholders of which eire 

IG entitled, solely by reason 'of their, owner8hip Df 

1.7 stock in the corporation. Co occupY for dweUin{J 

;L8 ' purposes apartments in a building owned 'Or 

19 leased by .such corporation, and who are not 

~ entitl«l, either conditionally or uRtXmditionally~ 

21 . ea:cept upon a complete or partialliquidalion 01 

22. ' • the corporation, Co receWeany' distribution tio& ~ 

23 om of eaminga and profits of the eorporation, 

24.and _" 

25 "(iii) 80 per centum or traore of the grtia 



7S 
.• 01" ., income of whic.h for the taxable yeOII" in which 

"the, tfUJe8' and intere&t'desuiibed in paragraph 

" .. 
~ 

120 '" 

. ... , ,.,.. 

,it 

7 

-&.I 

9 

,.j 

• 

' '1 

h 

. ..... . . 

(1) are paid or incurred is derived from tenant-

·,wOkholders. " \ I" 

, 'f' (B J- T encm[,..stockMlder :-The; term' 'tenanfr 

'. \stockJwlderl mea~ art individual wAD is a stockholder 

in a' cooperative apartment corporation,' and whose 

'8tock isfully paWrilf/[J in an amount not less thane an 

amount shown to the satisfactiOn-oof· ihe',Oommia-

10, \ ,8ioner'\as bearing' a 'reasonable 1 relationship to the 

n,l . portion ()fthe ,valUe of the 'corporati'im's equity in 

12 the building and the land on which it is situated 

13 whick is 6ttributohle ··to tIie 'apartment which such 

14 individual is entitled to occuP'!!."', 

15, SEC (18piad;DEDUCTION DENiED IF PROCEEDS USED 
'; -

It;· -, .... ," ; TO PAY FOR INSURANCE. 

1'1' . Section 24(&) (relating to items Dot deductible) is 

18 \amended by striking out "or" at the end of paragraph (4)~ 

19. and striking out the period and inserting a semicolon (79)wd 

20 fihe 'WeN ~ 8&' the eBd eI jlll:Fllgflll'B 19t, and at the end 

~ . :Of the subsectiof) addIDg the following new paragraph: .. 

22: 

23 

24 

25· 

(80)1< (6) . -AnY ftfBeftftt p8id tIP &eefued eft iBdehtedBess 

,iBeamJd tIP eeBriHaed t& JllH'ehftse tIP eftff';f .. siBgle ~' 

miam tIP ftHly p&id liP life iBoofttBee tIP eDEle" fueBi 



• 
-rr ' . [J ; J" . :;'f (II) i-An:/inamountpaiW (n< :acct:u;eliUm' initebtedntis ' 

2 inpurred or eOntitnu,ed,(:t9l'PtJ/rahaae 'Il' sing~pr.ellJiWRJ. l~ 
. . ... 

,3J,: ·:inSura1Ul'tlar. endowment! eOntrac1J.~Fr#t1ie 'p}J.rpoB'es if 

- -4'. \, . this·' paragraph;, iraubsraK(i'rillj all the premiumson~ 

5 life imViriilnce' 07" endOWme1lt Wntract are paid within<u 

6 period of four yearwjrom 1tM dat6'onIw'lidJr.lsuch cmt-•. 
-'ll) (J JraW"M' fru1'c1iased,-'such' c01lJtr00f· ,9hall("~ considered"i'a, 

'S-: smgl8'premium life insurance '69"1 e1tdowmen •. !oontrtui; 

9 or". 

10: SEC. (81)mi 131. TAXES' AND! OTBEUbtAitCES CHARGE( 

11. ABLE 'TO> CAPITAL' ACCOUNT' NOT DW: 

. , 

13i ITEM&' 

14 '(a)l DEDUCTIONS N()'l! ALLOW.A:8LB~.....gection 24 ('f 
lIS- '(relating to' items not deductible) m amended' by inserting'ai 

:J.61 the end thereof the following new 'paragraph: 

17' '. ,4 (T)Amounts paid~ Or' acCrued for suclrtaxes aii 

18 ., (82)e.er carrying charges as, under regulations pre:. 

19 scribed, by the Comnlissioner with the appro\*al of thi 

20 \ , .) :SeCretaiy, are'· chargeable to capitul aooount with ~ 

Ii .: speflt to property, if the .taxpayer eleces, maCcordantJe 

22: with such regulations. to:' treat sueh taxes' or charges , 

. " '-

24 (b) TEcmuc.u. AVENDlIEB'l':-Bection' 113,(1)), (if 

25· (A.l" (relating to adjustment of basis) is amended'Ly stn"kjDg 



so 
lout .. , including taxes and other carrying charges on unim

,2 proved and unproductive real property!'. 

a SEC. (83}l23 132. REDUCTION OF PERSONAL EXEMPTION 

4 (S4)AND CREDIT FOR DEPENDENTS-' 

5, REQUIREMENT. FOR RETURN • 

. 6 Co.) PEBsONAL EXEMPTION.-
• 

J (1) GENERAL RULE.-Section, 25 (b) (1) (re-

S lating to personal exemption) is amended to read· as 

9 fonows: 

10 "(I}; PlmsoNAL EXEMPTION.-In the case of II. 

U single person ,or, a married person not living withhns-

~ band or wife, . a. petsonal exemption of $500; or in the 

13 - case of the head of a family or a married person living 

14 witfr husband or wife, a personal exemption of $1,200. 

15 A husband and wife living together shall receive but one 

16 personal . exemption. The amount of such personal 

17 exemption shall be $1,200. If such flusband and wife 

18 make separate returns, the personal exem~Jlmay be 

19 taken by either or divided between them." 

20 (21 NQ~ESIDENT ALJENS.-Section 214, (reJat. 

21 ing ~egonal exemption of nonresident alien individ-

22 uals) is lIJl!~~~.!ld (S5)Dy stidiBg ooIi "$7aG" aH -23 iBseAiBg m ~'J~ "$eOO". to read as foUowa: .. 

24 "SEC. %14. CREDIT$...4.G..HNST NET INCOME. -
• 

25 "In the case of a ncmresident alien individual the p~ 
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1 sonal exemption allowed by section 25 (b) (1}'01 this chaptb 

2 shall, except as hereinafter provided ·in the caSe of a residefit 

301 a contiguous country, be only $500. In thecase,'Qf a nofb.. 

4 resident alien individual residing' in a contiguous' country 

·5 who is married and living with husband 01' wile or who 'is 

6 the head of a family, the persona~ ex'emption sholl betMt 

7 specified in section 25 (b) if such contiguous country allows 

8 to citizens of the United States not residing in such countiy 

9 who are married and living with husband or wife and to 

10 citizens of the U nit~ States not residing in such country whO. 

11 are heads of families the same personal exemption as thJJ~ 

12 allowed citizens of such country who are married and livi1i/ 

13 with husband or wife or who are heads of families, as tM 

14 case may be. The credit for dependents allowed ·by sectum. 

1525 (b) (2).shalZ not be allowed in the 'case of a nonresidenl 

16 alien individual unless he is u resident of a contiguoid 

17 country," . • 

18 (3) CITIZENS OF POSSESSIONS; ETc,-Section 25' 

19 (f) (relnting to personal exemption of citizens entitled 

20 to benefits of section 251) is amended by striking out 

21 "$750" and inserting in lieu thereof "$500". 

22 (86)(b) CREDIT FOR DEPENDENT8,~eCtion 25 (1J.J. 

23 (2) (A) (relating to credit for dependents) is amerukd by. 

24 striJ..ing om "$400" ad iJl3ef'ting in lieu thereof "1300"~ 

H.R. 7378 6 
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1 (87)f&t (e) RETURN REQUIREMENT.-

2 (1) GENERAL RULE.--Section 51 (a) (relating to 

·3 general requirement of return) is amended by striking 

·4 out 4'$1,500" wherever occurring therein and .insertulg 

5 in lieu thereof "$1,200" and by striking out "$750" and 

6 inserting in lieu thereof "$500". 

7 (2) FIDUCIARY RETURNs.-Section 142 (a) (re-

8 quiring returns of fiduciaries) is amended by striking 
, 

.9 . out "$1,500" wherever occurring therein and inserting 

10 ·in lieu thereof "$1,200", and by striking out "$750" 

11 wherever occurring therein and inserting in lieu thereof 

12 . "$500". 

13 (3) INFORMATION RETURNs.-Section 147 (a) 

14 (relating to information at the source) is amended by 

15 striking out "$750'~ wherever occurring thereiD: and in-

16. serting in lieu thereof "$500". 

17 SEC. (88)1-:u 133. COMPUTATION OF NET OPERATING LOSS 

18 CREDIT AND DIVIDENDS P 1\JD CREDIT. 

19 (a) NET QPERATING Loss CREDIT.-

20 (1) LIMITATIONs.-Section 26 (c) (~ (relating 

21 to amount of net olerating loss credit) is amended ~ 

22 read as follows: • 

23 "(1) AMOUNT OF CREDIT.-The amount of net 

24 operating loss (as defined in paragraph (2» of the 

25 corporation for the preceding taxable year (if beginning 



sa 
1 ,after pecember 31, 1937) but not in excess of, 'fA}; the 

2· • . section 102 net income for the taxable year, in: thecastl 

3 of the tax imposed by section 102;. (B)' the Supplement 

4P ;net,income for the taxable year,iI}.theca~e of th_e , . , 

5 computations required under Suppl~ment ~; .or (0) the 

_6 Subchapter A net income for the taxable ye~, .in the case 

7 . of the tax imposed under Subchapter A." 

,8 (2) NET OPERATING LOSS. DEDUCTION.--'{!ection 

9 26 (c) (2) is amended by inserting (89~ ifte eOO 

10 theFeef after' subparagraph (B) the following new 

11 subpa~agraph: 

12 "(0) For the purposes of this paragraph, the. 

13,' . ,net operating loss deduction provided in section 1221: 

14 shall not be allowed." 

15 (3) OLERIOALAMENDMENT.-Section~6 (c) (2) 

16 is amended by striking out ''section'' where it appears 

17 the second and (90)thifd fourth times and inserting i,n 

18 lieu thereof "chapter". 

19' (b) BASIO SURTAX OREDIT.-The last sentence of s~ 

20 tiOI\ 27 (b) (relating to definition of basic surtax credit) is. 

21 amended to read as follows: "The aggregate of the amounts 

22 under paragraphs (2) and (3) shall not exceed CA) tbe_ 

23 section 102 .net income for the taxable year, in the case of 

24: the tax imposed by section 102; (B) the Supplement P net 

25 income for the taxable year, mthe case of the computations, 
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1 required under Supplement P; or (C) the Subchapter A 

2 net' income for the taxable year, in the case of the tax 
3 imposed under Subchapter A." 

4 (c) DrvIDEND CARRy-OVEB.~ection 27 (c) (relating 

5 to dividend carry-over) is amended to read as follows: 

6 "( Q) DIVIDEND CARRy-OVER.-There shall be com-

7 puted with respect to each taxable year of a corporation 

8 a dividend carry-over to such year from the two preceding 

9 taxable years, which shall consist of the sum of-

10 " ( 1) The amount of the basic surtax credit for the 

11 - second preceding taxable year, redllced by the Subchap-

12 ter A net income for such year, and further reduced by 

13 the amount, if any, by which the Subchapter A net in-

14 come for the first preceding taxable year exceeds the 

.15 (sUm of-

16 II (A) The basic surtax credit for such year; 

17 and 

18 II (B) The excess, if any, of the basic surta.x 

19 credit for the third preceding taxable year over the 

20 Subchaptel' A net income for such year; aDd . 

21 "(2) The amount, if any, by which the basioturtax 

22 credit for the first preceding taxable year exceeds the 

23 Subchapter A net income for such year. In the ease of 

24 a preceding taxable year referred to in this subsection, 

25 the Subchapter A ~et income shall be determined as if the 
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1 . corporation was, under. the law app~cable .tQ .. such tax-

2 able year, a personal holding company." 

3 ( d) TECHNICAL AMENDMEN"T.-SectiO:P 504 (a) (re:' 

4 lating to definition of undistributed Subchapt.er Anet income) 

5 is amended by striking out ", and, In/JJe computation of the 

6· dividend carry-over for the purposes of tms s!lhchapter, the 

7 term 'adjusted net income' as used insection.~7 (c) means 

8 the adjusted nei income minus the deduction allowed for 

9 Federal taxes under seotion 505 (a) (1)". 

10 (e) YEARS TO WmOII AMENDMENTS APPLICABLE."i-

11 The amendments made by this section shall. be applicable 

12 only with respect to taxable years beginning after December 

13 31, (91)HH11939, but shall be applicable in the computa-

14 tiOJJS with respeot to previous taxable years for the purpose of 

15· ascertaining the amount of any dividend carry-over from soob. 

16 previous taxable years. 

17 (92}sEc. 134. CREDIT FOR DIYIDENDS PAID ON CERTAIN PRE-

18 FERRED STOCK. 

19 Section 26 '" amended by inserting at the end thereof 

20 the foUowing new subsection: 

21 "(A) CREDIT FOR D,YIDENDS PAID ON. CERTAIN 

22 PREFERRED STOCK.-

23 "(1) AMOUNT OF CREDIT.-ln the case of a public 

24 utility, the amount of dividends paid durittg the taxable 

25 year oa its preferred stock. The credit prcAAded in Ih&a 
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1 subsection shall be subtracted from the basic surtax credit 

2 provided in section 27. 

3 "(2) D EFINITIONS.-As used in this subsection and 

. 4 section 15 (a)-

5 "(A) Public Utility.-The term 'public utility' 

6 means a corporation engaged in the furnishing of 

7 telephone service or in the sale of electric enerfJ1J, gas, 

8 or water, if the rates for suCh ·furnishing or sole, as 

9 the case may be, have "been established or approved 

10 by an agency or instrumentality of the United States 

i1 or by a public utility or public service commission (}'f' 

12 other similar body of the District of Columbia or"of 

13 any State or political subdivision thereof. 

14 U(E) Preferred Stock.-The term 'preferred 

15 sloc" means stock issued prior to September 1, 1942, 

16 which ok October 1, 1942, and during the whole of 

17 the taxable year was stock the dividends in respect 

18 of which were cumulative, limited to the same amount, 

19 and payable in prefere1lC#l to the payment of divi-

20 deru1s on other stock." ~~ 

·21 SEC. (93)1:!i 135. INCOME IN RESPECT OF DECEDENTS. 

22 (a) GENERAL RULE.-The last 8eIltence of section 42 

23 (a) (relatiD'g to inclusion in groBS income of amounts 80-

24 cmed up to death of taxpayer) is amended to read 88 fo1-

25 lows: "In t1l8 case of the death of & taxpayer whose net 
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1 income is computed upon the basis! of the accf\lal'methocLof 

2 accounting, amounts (except amounts includible in compilli-

3 ing a partner's net income under section 182)" accrue~ orily 

4: by reason of the death of the taxpayer shall 'tlOt be included 

5 in . computing net income 'lor the period: in which falls the 

6 date of the taxpayer's ,death." 

'1 (b) DEDUOTIONS AND CREDITs.;"':'The las't'simtence,of 

8 section 43 (relating to' deductions and crediti accrued up'to 
• 9 death of taxpayer) is amended to read as follows: "In the 

10 case of the death of a taxpayer whose net mcome is' computed 

11 upon the basis of the accrual.method of accounting, amounts 

12 (except amounts includible in computing a partner's net m-
13 come under section 182) accrued as deductions and credits 

14 only by reDson of the death of. the taxpayer shall not be 

15 allowed in computing net income for the period in which 

;16 fanS the date of the taxpayer's death:" 

17 (e) CROSS REFERENOE.-8ection 22 (relatirig to defi.-

18nition of gross income) is amended by inserting at the end 

19 thereof the fonowing: 

20 Ie (1) INOOME OF DEOEDENTs.-For inclusion in gross 

21, income of certain amounts which constituted gross income 

~ in respeot of a decedent, see section 126." 

23 (d) DEDUCTIONS OF EsTATE • ...:.section 23 (relating 

M to deductions) is amended by inseriing at the end thereof 

~ the follo~: 
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1. " (w) DED'UCTIONS OF ESTATE, ETC •• ON ACCOUNT OF 

. ·2 DECEDENT'S DEDUCTIO~S.-

3 " ( 1) In the case of a person described in section 

4 126 (b), the amount of the deductions in respect of a 

5 decedent to the extent allowed by such subsection. 

i) " (2) In the case of a person described in section 

·7 126 (a); the amount of· the deductions in respect of a 

8 decedent to the extent allowed by section 126 (c)." 

. 9 ( e ) The Internal Revenue Coae is amended by in.~ert-

10 ing after section 125 the following new section: 

11 "SEC. 126. INCOME IN RESPECT OF DECEDENTS. 

12 "(a) INCLUSION IN G~ INCOME.-

13 "(I)·· GENERAL RULE.-The amount of all items of 

14 gross income in respect of a decedent which are not 

15 properly includible in respect of the taxable period . .in 

16 . which falls the date of his death or a prior period shall 

17 be inclnded in the gross income, for the taxable year 

18 .when received, of: 

19 "(A) the estate of the decedent, if the right to 

20 receive the amount is acquired by the decedent's. 

21 estate from the decedent; 

22 " (B) the person who, by reason of the death 

23 of the decedent, acquires the right to receive the 

24 amount, if the right to receive the amount is not· 
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1 acquired by thedecedent'~estate from the decedent'; 

2 or 

3 "(0) the person :who acquires from the 

4 decedent the right to receive the amount by bequest, 

5 devise, or inheritance" if . the . amount is received 

6 after a. distribution by the decedent's' ,estate of such 

7 right; 

8 "(2) INCOME IN OASE OF SALE, ETO.-If a. right, 

9 described in paragraph ( 1 ), to receive an amount is 

10 transferred by the estate of the decedent or' a. persoil 

11 who receives such right by reason of the death of the 

12 decedent or by bequest, devise, or inheritance from 

13 the decedent, there shall be included in the gross 

14 income of the estate or such person, as the case may 

15 be, for the taxable period in which the tranSfer occurs, 

16 the ~ market value of such right at the time of such 

17 transfer plus the amount by which any consideration for 

18 the transfer exceeds such fair market value. For the 

19 purposes. of this paragraph, the term 'transfer' includes 

2Osnle, exchange, or other disposition. but does not 

21 include a ~er' to a person pursuant to the right of 

22 such person to receive such amount by reason of the 

23 death of the decedent or by bequest, devise, or inheJlo 

24, itance from the decedent. 
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1 " (3) CHARACTER OF INCOME DETERMINED :I3l 

" 2 REFERENCE TO DECEDENT.-The right, described in 

3 paragraph ( 1 ), to receive an amount shall be treated, 

4 in the hands of the estate of the decedent or any person 

5 who acquired such right by reason of the death of the 

. 6. decedent, or by bequest, devise, or inheritance from the 

7 decedent, as if it had been acquired by the estate or 

. 8 . such person in the transaction by which the decedent 

9 acquired such right; and the amount includible in gross 

10 income under paragraph (1) or (2) shall be considered 

11 in the hands of ·the estate or such person to have the 

12 character which it would have had in the hands of the 

13 decedent if the decedent had lived and received such 

14 amount. 

15 ""(b) ALLoWANCE OF DEDUCTIONS AND CREDIT.-

16 The amount of any deduction specified in set:tion 23 (a), 

17 (b), (c), or (m) (relating to deductions for expenses, 

18 interest, taxes, and depletion) or credit specified in section 

19 31 (foreign tax credit), in respect of a decedent which is 

20 Dot properly allowable to the decedent llP respect of the tax-

21 able period in which falls the date of his death, or a prior 

22 period, shall be allowed: 

23 .. ( 1 ) EXPENSF8, IlIfTEREST, AND TAXE8.-In the 

24 case of a deduction specified in section 23 (a), (b), or 
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1 (c) and a credit specified in section 31, in the taxable 
• 

2 year when paid,-
• 

3 ." (A). to the. estate of the decedent; except that 

4 "(B)· if the estate of the decedent is not liable 

5 to discharge the obligation to which the deduction 

6 or credit relates, to the person who, by reason of the 

7 . death of the decedent or by bequest, devise, or in-

8 heritance acquires, subject to sueh obligation, from 

. 9 . the decedent an interest in property of the decedent. 

·10 .. (2) DEPLETION .-In the case of the deduction 

11 specified in section 23 (m), to the person describedfu 

12 subsection (a) (1) (A), (B), or (0) who, in the 

13 manner described therein, receives the income to which 

14 the deduction relates, in the taxable year when such 

15 income is received. 

16 CI (c) DEDUOTION FOR ESTATE TAX.-

17 CI (1) ALLOWANOE OF DEDUOTION.-A person who 

18 includes an amount.. in gross income under subsection 

19 (a) shall be allowed, for the same taxable year, as & 

-
20 deduction an amount which bears the same ratio to the 

21 estate tax attributable to the net value for estate tax 

22 purposes of all the items described in subsection (a) (1) 

23 as the value for estate tax purposes of the items of gross 

2~ income or portions thereof in respect of which such 
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1 person included the amount in gross income (or the 

2 amount included in gross income, whichever is lower) 
• 

a bears to the value for es~te tax purposes of alI the items 

4 described. in subsec!ion (a) ( 1 ) . 

5 , "(2) METHOD OF COMPUTING DEDUCTION.-For 

G the purposes of paragraph (1) : 

7 "(A) The term 'estate tax' means the tax im-

8 posed upon the estate of the decedent under section 

9 '. 810 or 860, reduced by the credits against such tax. 
-

10 plus the tax imposed upon the estate of the dace-

11 dent under section 935, reduced by the credits 

12 against such tax. 

13 " (B) The net value for estate tax purposes of 

14 lin the items described in subsection (a) (1) shaD 

15 bll the excess of the value for estate tax purposes of 
, , 

16 alI the items described in subsection (a) ( 1) over 

17 the deductions from the gross estate in respect of 

18 claims which represent, the deductions., and credit 

19 described in subsection (b). 

20 It (C) The estate tax' attributable to such net 

21 value shaD be an amount (94)'wftieh be&:I'lt ~ IIftfBe 

22 mae tit saeh Bet %lee as ~ estate f,H be&:I'lt t& 

23 .. ~ 8:lBeUBt ef the Bet estate detefHlHted &Bdep see-

U tieD ~ (withem dedaeti9B ef ~ speeHie e~emp 

25 tieD 1'f'6~ded Ht S1ih~eft -(at thereef) et' seetieft 
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2 

3 

,·93: 

''8Gl (witheat aedaetieB' ei'~ speeifie €:s:emptiail 

llpe:viaed in: 'sahseetieB -W- -(4t thePeef), wftie9 '. Mellis Itlllllieithle. '~~ lllifJl6Sesef: H"Sft&-

4 1lll!l'flgmllB" BIleh 'Bet ,vftltte 'shttD.m Be ease Be 

5 eeBBideped g'i'eatep thttB,~ 8:1Beam ei ~ Bet estate 

6 ee 'detemHBed equal to the excess of the estate ta:z; 

7 ()'VBr the estate ta:z; computed ,without including in the 

8 grOBS estate Buch net value." 

9 (f) EFFECTIVE DATE OFAMENDMENTs.~The 

10 amendm!'lnts made by subsections (a) and (b) of this seo.. 

11 tionshall be applicable with respect to taxable years begin~ 

12ning after December 31, 1942, and the amendments mad.e 

13 by subsections (c), (d) ,and (e) of this section shall be 

14 appliCable with respect to taxable years ending after Decem':' 

15 • ber 31, 1942. 

16 (g) TAXABLE YEARS BEFORE 1943.-In case the tai:':' 

17 able period in which falls the date of the death of the decedent 

18 began after December 31,1933, and before January 1, 1943, 

19' the tax for such taxable period shall be computed as if pro-

20 visions corresponding to the provisions of sections 42 (a) 

21 and 43 of the Internal Revenue Code, as amended by [lu]).. 

22 sections (a) and (b) of this section, were a part of the 

23 Revenue Act of 1934, the Reyenue Act of 1936, the Revenue 

24 Act of 1938. Dr the Internal Revenue Code. whichever is-

25 applicable to such taxable period. In the ease of the estate 

• 
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1 of such a decedent and of each person who acquires by reason 

2 f)f the deat~ of such decedent or by bequest, devise, or inherit-
• 

. 3 ance from such decedent the right to receive the amount of 

4 items of grossjncome of the decedent which upon the applica-

5 tion of the preceding sentence are not properly includible in 

6 respect of the taxable period in which falls the date of the 

7 decedent's death or a prior period, the tax for each taxable 

8 period ending on or after the date on which the decedent died 

9 . shall be computed by including in gross income the amounts 

10 with respect to such decedent which would be in.cludible, and 

11 by allowing as deductions and credits the amounts with respect 

12 to such decedent which would be allowable, if provisions 

13 corresponding to the provisions of the section inserted in the 

14 Internal Revenue Code by subsection ( e ) of this section 

15 were a part of the law applicable to such taxable period. 

16 The provisions of this subsection shall not be applicable unless 

17 there are filed with the Commissioner (in, accordance with 

18. regulations prescribed by the Commissioner with the approval 

19 of the Secretary, and at the time prescribed by such regula-

20 tions) signed consents made under oath by the fiduciary 

21jl'epresenting the estate and by each such person (or if any 

22 such person is no longer in existence or is under disability, 

23 by his legal representative) that with respect to such 

24 amounts the tax of the estate, or the tax of such person, as 

25 the case may be, shan be computed under the provisions of 
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1 this subsection for each taxable period ending on: or after th_e 

. 2 date 6f the death of the decedent (95)and. tM t~ of the dfr 

3 . cedent shall be computed under such provisions for the taxable 

4' period of the decedent in which lalls the date" of 11.1,$ death. If 

fi· such consent is filed after the time for the filing of the retUl'il 

6 with respect to any such taxable period,the deficiency result-

7 ing from the failure to compute the tax for such taxable p~riQd 

8 in accordance with such consent shall be paid on the date of 

9 . the filing of the consent with" the Commissioner" or", on the 

10 date "prescribed for the payment of the tax ,for' the taxable: 

11 period, whichever is later, and the period of limitations prO-!: 

12 vided in sections 275 and 276 of the Internal ReV'enueCodtf 

13 (96)01' a cO'1"1'68ponding provision of a prior revenue law on: 
14 the making of assessments and the beginning of distraint or a 

15 proceeding in court for collection shall with respect to such. 

16 deficiency include one year immediately after the date the 

17 oonsent was filed (97), and such aB8688ment and collection may 

18 be made notwithstanding any provision' of the internal rev~" 

19 nue laws or any rule of law which would otherwise prevenf 

20 such cwessment and coUection. The period within which 

21 claim for credit or refund may be filed, or credit. or refund. 

22 allowed or made if no claim is filed, with respect to any 

23 overpayment resulting from the failure to compute the tax 

24 for any such taxable period (98)(ezcep4'the tazable period of 

25 the decedent in which falls the date of his death) in accord-
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1 ance with such consent shall include one year immediately 

2 alter the, date of the filing of the consent, (99)and credit f»' 

3 refund may be allowed f»' made notwithstanding any prom-

4 sion of the internal revenue laws or any rule of law which 

5 would otherwise prevent such credit f»' refund, but noin-

6 terest shall be allowed or paid with respect to any such over-

7 payment. The provisions of section 322 (b) (2) and (3) of 

8 the Internal Revenue Code (100)f»' a corresponding pro-

9 vision of a prior revenue law shall not apply to the rcfund of 

10 any such overpayment. (101)lf the application of this sub-

11 section to the taxable period of the decedent in which falls the 

12 date of his ~eath results in a deficiency If»' such taxable period, 

13 and if the income tax of the decedent ff»' such period was de-

14 ductedin computing the. net estate of the decedent under 

15 Chapter 3 of the Internal Revenue Oode f»' under a corre:. 

16 sponding title of a prif»' revenue law, and if at the time 

17 such deficiency is (]JJIJessed credit or refund of any resull-i 

18 ing uverpayment in respect of the taxes imposed 6y'suclt 

19 Ohapter3 or corresponding title upon such net estate C8 
~-

20 prevented by ~ 1"'uvision of the interndrrevenue laws or: 

21 by any rule of law, then the. a11WUntJlf, tuck -'deficiency 

22 which is assessed arw. collected shall be reduced by the 

23 amount of such resulting uverpayment under such Ohapter 

24 !J or corresponding title which VJOiJd be credi.te4 or refunded 



1 if credit or refund thereot were not 80 prevented.'This sub-
2 section shall not be deemed to change any provision of law 

3 l.irilinngthe allowance of refund or' credit with respect to 
4 overpayments for the taxable period or the decedent in which 

5 falls the-date ~f his death, and"no inHlrestshall be allowed or 

6 'paidwitb respect to any overpayment 'resulting flom th~ 

7' . application of this subsection to such taxable i>eriod~ If the 

8applicati~n of this subsection to the taxable period of the 

9 . decedent in which falls the ·date of his death' results in aD 

.LO i overpayment for such taxable period, and if such overpay:' 

11 ment wasincIuded as part of the income tax. of the decedent' 

12 which was deducted in computing the net estate of the de:' 

13 cedent under Chapter 3 of the Internal Revenue Code or 

14 under a corresponding title of a prior revenue law, and if, at 

15 the tiine suc~ overpayment is credited or refunded the assesS-

16 . ment ana collection of deficiencies in respect of the (102~ 

17 taxes imposed by such Chapter 3 or corresponding title upon 

18 such net estate is prevented by any provision of the internal 

19 revenue iaws or by any rule of law, then the amount of such 

20 overpayment which is credited or refunded shall be reduced 

21 by 'the amount of the resulting deficiencies under such-

22 Chapter S or corresponding title which would be assessable-

23 . if the assessme~t and collection thereof were not so prevented. 

H.R. 7378 7 
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1 'SEC. (103}laG 136. RETURNS FOR A PERIOD OF LESS THAN 

2 TWELVE MONTHS. 

3 (a) INCOME PLACED ON AN ANNUAL :B.ASls.-Sec-

4 tion 47 ( c) is amended to read as follows: 

5 

6, 

7 

8, 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

II (c) INCOME PLACED ON ANNUAL :BASIS.-

II (1) GENERAL RULE.-"If a separatc return is 

made under subsection (a) on account of a change in the 

accounting period, the net income, computed on the basis 

of the period for which separate return is made (referred 

to in this subsection as 'the short period'), shall be 

placed on an annual basis by multiplying the amount 

thereof by twelve, and dividing by the number of months 

in the short pcriod. The 'tax shall be such part of th;e 

tax computed on such annual basis as the .number of 

months in the short period is of twelve montlur. 

"(2) 'EXCEPTION.-If the taxpayer establishes the 

amount of his net income for the period o! twelve months; 

'beginning with the first day of the short period, com-. 

puted as : such twelve-month period were a ~b~. 

year, nndet" .the law applicable to such year, then the tax 

for the short period shall be reduced to an amonnt which 

is such part of the tax compnted on the net incom~ for such 

twelve-month period as the net incom@ compnted on the 

basis of the short period is of the net income for the 

twelve-month period. The taxpayer (other than a tax-
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1, payer, to which the next sentence. applies)· shall compute 

2 the tax and file his return without the application 

3 of. this paragraph. If the taxpayer. (other than a cot~ 

4 poration) was not in existence at the end: of the twelve.. 

5 month period, or if the taxpayer is;: a, corporation 

6 and has disposed of substantially ,all' its assets prior ~0 

7 the end of such twelve-month period, then mlieu of the 
-

8 net income for such twelve-month period there shall be 

9 used for the purposes of this paragraph the- net incom'e 

10 for the twelve-month period ending with, the last day Ofr 

11 the short period. Th~ tax computed under this paraU 

12 graph shall in no case be less than the tax computed oiii 

13 the net income for the short period without placing suctl,' 

14 net income on an. annual basis. The benefitS', of thiS r 

15 paragraph shall not be allowed unless the taxpayer, It)) 

16 such time as regulations prescribed hereunder requ.ireI 

17 (but not after the time prescribed for theflling of the; 

18 return for the first taxable year which ends on or after! 

19 12 months after the beginning of th& shortperiod)I;' 

20 makes application therefor in aceordancewith S'Uch regn--

21 lations. Such application, in case the return was filed~ 

22 without regard to this paragraph, shaD beoonsidercd a~ 

23 claim for credit or refund willi respect . to the amount·· 

24 by which the tax is reduced' under this paragraph. The~' 

25 Commissioner, with the approval of the Secretary, shull: 
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1 prescribe such rebrulations as he may deem necessary tor 

2 the application of this paragraph." 

3 (b) ·INCOME J!'OB CERTAiN TAXES NOT PLACED ON 

4 ANNUAL BASIS.-

:> (1) SURTAX ON CORPORATIONS IMPROPERLY Ao-

6 CUMULATING SUBPLUS.-Section 102 is amended by 

7 inserting at the end thereof the following new Bubsel>-

8 tion: 

9 ." (f) INCOME NOT PLACED ON ANNUAL BASIS'-sec-

10 tion 47 (c) shall not apply in the computation of the tax 

11- imposed by this section." 

12 (2) FOREIGN PERSONAL HOWING COMPANlES.-

13 Seetion336 is amended by inserting at the end thereof 

14 the following new subsection: 

15 "(d) INCOME NOT PLACED ON ANNUAL BASIS.-The 
, . 

16 net income shall be computed WIthout regard to section 

1747 (0)." 

18 (3) PERSONAL SERVICE CORPORATIONS.-Section 

19 _ 393 is amended by inserting at the end thereof the 10I-

20. lowing ne)V sentence: "For the purposes of this section, 

21 the net incOIpe shaD be computed without regard to 

~ section 47 (c)." 

23 (4) PERsoYA.L HOLDING COMPABlES.-Section 
• 

24 505 is amended by inserting at the end thereof the loI-

25 lowing new subsection: J; 
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1 .. (e) INCOllIE NOT PLACED ON ANNUAL BASIS.-The 

2 net income shall be computed without regard; to section 

3 47 (c) .". 

4 (c) RETURNS WHERE TAXPAYER NOT IN EXISTENCE 

5 FOR TWELVE MONTHs.-Section 47 is amended by inserting 

6 at the end thereof the following new subsection: 

7 .. (g) RETURNS WITERE TAXPAYER NOT INEXISTENCE 

8 FOR TWELVE MONTHs.-Inthe case of a taxpayer not in 

9 existence during the whole of an annual accounting period 

10 ending on the last day of a month, or, if the taxpayer has 

11 no such annual accounting period or does not keep bookS, 

12 during the whole of a calendar year, the return shall t,e 
13 made for the fractional part of the year during which the 
14: taxpayer was in existence." 

15 (d) SHORT TAXABLE YEA.H.-The second sentence'Of 

16 section 48 (a) is amended to read as follows: .. 'Taxable 

17 year' means, in the case of a return made for a fractional 

18 part of a year under the provisions of this chapter or under 

19 regulations prescribed by the Commissioner with the ap,-

20 proval of the Secretary, the period for which such return-is 

21 made." 

22 (l04}sEc. J37. DECL.4lUTION THAT RETURN MADE UNDER 

23 PENALTIES FOR PERJURY IN UEU 'OF OATB. 

24: (a) DECLAlUl'lON ON RETURN8.-8o much of the 

2S first setltence of sectioJl 51 (relating to rtq1I&rement of indiv»-
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.1 ual returns) as reads as follows: "The following individ

'2 uals shall each make under oath a return stating" is 

3 amended to read as follows: "The following individuals 

,4 shall each make a return, which shall contain or be verified 

5' by a written declaration that it is made under the penalties 

6 of perjury, stating". 

7 (b) PENALTY.-Section 145 (relating to penalties) is 

8 amended by inserting after subsection (b) the following new 

9 subsection: 

10' , "(c) Any individual who willfully makes and sub-

11: sCribes a return which he does not believe to be true and cor-

12 rect as to every material matter, shall be guilty of a felony, 

13 and, upon conviction thereof, shall be subject to the penalties 

14 prescribed for perjury in section 125 of the Criminal Code." 

15 (c) CLERICAL AMENDJIENTS.-Section 145 (c) iJJ 
, \ 

16 amended by striking out "(e)" and inserting in lieu thereof 

17 "-(d)" and section 145 (d) is amended by striking out "(d)" 

18 and inserting in lieu thereof U ( e)" • 

19 (105)sEC. 138. EXEM.PT CORPORATIONS. . ' 

20' (a) EXEJIPTION VOLUNTARY EJIPLOYEES BENEFICl:-

21 ARY ASSOCIATION.-8ection 101 (16) of the Internol . . 

22 Revenue Code, and of the Revenue Acts of 1938, 1936, and 

2;J 1934, and section 10[J-~16) of the Revenue Acts of 1932 and 

24 1928; are amended to read as follows: 

25 "(16) Voluntary employed beneficiary aasociations 
~ 
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, 
1 providing for the payment of life, sick, accident, or othe; 

2 benefits to the members of such association or their depend-

3 ents, if (A) no part of their net 'e,arnings inures (other 

4 than through such payments) to the benefit of. any private 

5 ' shareholder or individual,' and (B J 135 per centum or 

6 more of the income consists of amounts collected from . 

7 members and amounts contributed to the association 'by 

8 the employer of the members for the sole purpose 'of 

9 making such payments and meeting expenses;". 
. , 

10 (b) RETROACTIVE EFFECT.-For the purposes of the 
" , 

11 Iuternal Ret'ellue Code alld tlte Revenue Acts of 1928, 19132, 

12 1934, 1936, and ,1938, the amendments made to the Internal 

13 Revenue Code alld those Acts by subsection (aJ of this sectton 

14 shall be effective as if they were a part of the Internal Reve-

15 nue Code and such revenue Acts on the respective dates of 

16 their enactment. 
.. 

17 "(c) EXE.lIPTION OF CERTAIN NONPROFIT PUBLrO 

18 UTILITY CORPORATIOXS.-8ection 101 (relating to exemp-

19 tions f"om tax on corporations) is amended 'by adding at the 

20 end thereof the follOldng new subsection: 

21 "'(20) Corporations organized exclusively to fur-

22' nish 8ef't,'1Ce as a public utility, if the Commissioner deter-

~ mines that the lollolt'ing limitations lIp6n the organizatilm, 

2-1 powers, alld managetllt>lIt of such corporation hat"e been 

25 • 
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5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 
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22 

23 
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"'(A) Such corporation shall be organized in 

response to a petition signed by at lea.,t 10 per 

centum of the total number of qualified voters of 

the area served by the properties to be acquired by 

such corporation (but in no event shall more than 

10,000 signatures be required). 

.. '(B) The members of the board of directors 

in control of the acquisition of the properties of the 

corporation, its management, and policies shall ,be 

qualified voters residing in the area served by such 

, corporation, and a majority of such members shall be 

elected officials of political subdivisions served by 

such corporation, or officials of Federal or State 

, agencies or instrumentalities furnishing the same type 

of utility service. 

" '(0) The properties of the corporation shall 

be owned and operated exclusively in the public in

terest for the benefit of consumers of .iti ,utility 

sennces., 

"'(D) No parl of the net income of the corpo

ration shall inure to the benefit of any shareholdet'. 

, '''(E) All compensation payments shall be rUJo 

sonable and for services actually rendered. 

"'(F) All net income of the corporation ascer

tained by the Oommissioner to be available for paJr 
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1 ment of .~rincipal, on indebtedness of the corporatipn 

2 shall be so applied ,Or set aside each, year for th,at 

" a.. purpose, and upon the retirement. of ,such indebted-

. ! ','TI,est$ or the creation of a sinking fund sufficient lor 

5 ~uchretirement, all the properties. of the corporation, 

6 ,both real and personal" shall ,without cost be trans-

.'1 ferred to and become thepropertfJ af one or mQ're 

8 of. the following: the United States. ,or any State, 

9 or any political subdivision, ayency;or instrumen-

10 tality of the United States or of any State, which 

U .may be authorized by law ·to accept and operate 

12 such . properties for the benefit of the public, a:lI.d 

13. 

14 

. pending such transfer the corporation shall Ctm

. tinue to operate such properties and to furnish 

15 8f1't)ice to. consumers at cost. 

16 '''(G) Upon failure of such OOrporation ,to 

17, transfer such properties in accordance with the pro-

18 visions of subparagraph (F) within a reasonable 

19 time after the retirement of the indebtedness of #lle 

20 corporation or the creation of a sinkmg fund aug;.;,. 

21 cient for such retirement, or if, qt any time, tM 

22 properties of such corporation are transferred to any 

23 person other than a trmtsferee de9cribed in the pre:. 

24ceduig subparagraph (e.z:cept by a transfer in corn-:. 
25 pliallce with an -order 01 any Federal or State coUrt 
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having jurisdiction for the protection of the rights 

of the owners of indebtedness of such corporation), 

all tax liabilities (including interest, penalties, addi

tional amounts, or additions to the tax) for all prior 

years which would have been incurred by the cor

poration except for this paragraph, shall immedi

ately be due and payable, all periods of limitation 

and provisions of law to the contrary notwith

standing. 

" , ( H) The cOl'poration may requi7'e otlter ex

isting utility properties serving an adjoining area 

as an extension of its system, prQL..wed it is peti

tioned to do so by at least 10 per centum of the 

. qualified voters of the area served by such properties 

(but in no event shall more than 10,000 signatures 

be required). 

"'(I) The corporation shall file with the Co-m

missioner its consent to such regulations as may be .. 
prescribed by the Commissioner, with the approval 

fV 

of the Secretary, to insure that the management· of 

such corporation, and the operation of its properi~, 

shall be in' the pUblic interest.' " .. . 

(d) AMENDMENT8 INAPPUCABLE TO EMPLOYMENT 

24 T AXE8.-The ameT,ilmeTlts made by this section shall flot 

25 apply to the empWyt1:1,d tOzu imposed by Subchapters A 
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land C of Chapter 9 of the Internal Revenue Dode, or the 

2 corresponding provisions of a prior law. 

3 SEC. (106)m 139. DENIAL OF CAPiTAL LOSS CARRY·OVER 

4 . TO SECTION 102 COMPANIES. 

5 That part of section 1021 (d) (1) (relating to denni-

6 don of section 102 nct income) which precedes subparagraph 

·7 

8 

9 

10 

11 

12 

13 

14 

.. 
(A) is amended to read as follows: 

~, (1) SECTION 102 NET -INCOME.~The . term 'sec

tion 102 net income' means the net income, computed 

without the benefit of the capital loss carry-over pr().. 

vidcd in section 117 (e) from a taxable year which 

begins nIter December 31, 1940, and computed with

out the net opemting loss deduction provided in section 

23 (s), minus the sum of-". 

15 SEC. (107}la8 HO. COMPENSATION FOR SERVICES REN-

16 DERED FOR A PERIOD OF THIRTY·SIX 

17 MONTHS OR MORE. 

18 (a) Scction 107 is amended to read as follows: 

19 "SEC. 107. COMPENSATION FOR SERVICES RENDERED FOR 

20 A PERIOD OF TmRTY-SIX MONTHS OR MORE. 

21 (108)" (II) PERSONAl. SERV1(,ES. IB: the t'ftSe ef esmpeBS8: 

22 tieft peeeiveEi.fer PeP.!8f1M semel's J'eflEiuoeEi Ily &It Huliviffittd 

23 if! lHs if!ilividllM tflllileity, 91' 8& & memher ef fir pftftBeF.!hip, 

24 eeveriflg fir peristl ef thifty six t'ftleflw Bl6Btas 91' Hl9I'e Hem 

25 the ~egiRBiflg te the e8mpletisB ef 8fteh geJ'\ieeB; &ltd Bet 
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1 less thtm 8() :pel' eeBtlmi el wlHeh is -W-~ eBly eft 'et' 

2 fIltep eempletieft el Stieh serviees &Btl * pe'lt:Ht-ed M be 

3 meladed m gpess meefBe el Stieh iBdividaal fep ftft1 ette 

4 ta.?£8.-Sle ~ the fH attrihlitable te 8Iieh eefBpeBsatieB shftll 

5 ft$ -be gyeatep ihoo the aggpegate el the ·tHea attribatable 

6 te Stieh eefBpeftSatieB htta if bees peeei¥ed m eIJ:IlftI pePeeBS 

7 m ea:eh el the fBeBtfts meladed m Stieh pened. 

8 "(a) PERSONAL SERVIOES.-If at least 80 per centum 

90f the total compensation for personal services covering a 

10 period of thirty-si:r: calendar months or more (from the be

II ginning to the completion of such services) 18 received or fWr 

12· crued in one taxable year by an individual or a partnership, 

13 the tax attributable to any part thereof which 18 included in 

14 the gross income of any individual shall not be greater than 

15 the aggregate of the taxes attributable to such part had it 

16 been included in . 'the gross iizcome of such individual ratably 

17 over that part of the period which precedes the date 01 sucb 

18 receipt or accrual. 

19 "(b) PATENT, CoPYBIOHT, ETC.-For the purpoS6sof 

20 this subsection, the term 'artistic work or invention', in the 

21 case of an individual, means a literary, musical, or artistiC 

22 composition of such individual or a patent.or copyright cov~ 

23 ering an invention of or a litemry, musical, or artistic com-

24 position of such individual, the work. on which by such 
<. " 
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1 . individual covered a period of thirty-six calendar . months or 

2 more from' the beginning to ' the· coinp1etion of such' 'coxilposi:' 

3' tion or invention. II, in the taxable year, the gross income 

4 of any individual from a particular'artistic work or :inven-

5 tion ·by him is not less than,SO per 'centum. . ot the gross 

6 income m respect of such artistic work or invention ·in the 

7 taxable year plus the gross fucome, therefrom in, previous 

8 taxable years and -the twelve months immediately succeeding , 

9 the close of the taxable year, the tax attributable to (109)saeft 

10 ~ ei ~ gfeSS iBeomo ei ~ tft:x:ahle yeftl' as is ~tie:BhIe' 

11 as & gam &em ~. sale 9l' e<:eft8;Bge ei & etlpitlhl esseli held i 

12 f9l' HI6f6 ihaB ·le (; monilis sfttHl .~ Be gpeatep thM tifte: 

13 aggregate ei ~ taares attribatallIe ~ sueft paR liM Hi heeit i 

14 reeebed fatality Mel ~ period ei thirty six ealenw monthB i 

15 endiBg ~ ~ elese ei ~ mallIe ·yeepthe part' of such, 

16 gr088 income of the ta:xable year which is flot taxable as lJ' 

17 gain from the sale or exchange of a capital asset held for: 

18 more than 6 months shall flot be greater than the aggregate· 

19 of the ta:us, attributable to 81lCh part had it been received' 

20 ratably over that part of the period preceding the close or-

21 . the taxable year but not more than thirty-siz cale1ldar months. 

22 .. (e) FRACTIONAL PARTS OF A MONTH.-For the plll'" . 

23 poses of this section' a fractional part of a month shall be 
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1 disregarded unless it amounts to more than half a month in 

2 which case it shall be considered as a month." 

3 (b) The amendmept made by subsection (a) shall be 

4 applicable to taxable years beginning after December 31, 

a 1940, but with respect to a taxable year beginning after 

.6 December 31, 1940, and not beginning after December 31, 

7 1941, the period specified in such subsection shall be sixty 

8 . months in lieu of thirty-six months, and the percentage 

9, specified in such subsection shall be 75 per centum in lieu of 

10 80 per centum. 

11· (110~ Ia9. ~c:::.Y. yE .... R T .. ·.xl'-.. XER8. 

12 . -(at TAxABhB l!Emoo EAEBB:A:CiNO YE:ABS Wi'ffi JJH>-

13 FBREN'£ LAws. The lBtemsl Re'lenae ~ is fUIIeBaed 

14 lIy iBserWig ftfter' seetiaa l& the fellawmg aew seeMaa! 

15 "SE,? te. TAXABl.E nABS EMB&·.CilNG C.M.ENP"\R YEARS 

16 

17 

WITli'mFFERENT l.AWS. ~ , 

!!If fI; tHlWle year embrllees paRiaBs" twe es1eBclBf' 

18 YeaFS, the tffi£ shall he eemptHed ftS f'i'6Tidetl is seetieB .wS;:: 

19 !fhis seetiea shall act 8ppl:r ffi 81i mSIH"flBOO OOlllp8BY !!tiD-

20. jeet je SHflplemeat G; Ii fereigB pefS6Bttl haldiIlg e&m'(lIlHy 

21 Slibjeet ttt ~Hflplemeat P; ~ Ii regH-lttted HtVestmeBt eempll1lY 

22 Slibjeet teSawlemeat Q,!!. 

23 -fit YE1'HOO 9F ~.'HH1 T_~x. The lBtemsl 

24 ReveBHe ~ is IlmeHiled lIy msertisg altefo seetieH -W+ the 

25 faIlewiBg HeW seetiea: 
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1 "BEC., ICI80 T.'..XABLE PERmD EMBRACING YEARS WITH 

2 DIFFERENT LAWS. 

3 !!...(-a.}- GijNERAl:a Ra;El. If it is neeessaFy te eemtJat~ 

4 ,~_ fur ~ periea 'BegffiBmg ift 'Effie ealeBa~ yetH:' (here 

5 iDalter 1ft ihis seetieB eallea !fifst, ealenaaryear') ftBd eBEliBg 

6 m ~ fellewiBg ealeBaar yetH' (hereiDttfter in ihis seetieB 

7 eallea 'seeeBa ealenftar yeM') imd,~ lftw ,!l;pplieallle ~ 

8 III taWle yetti' hegiBBiBg Ht the first ealenaar,yeat'. (hereHh 

9 &ftef m 4is seetieB eallea !fifst tlWlhle yeM') ,is. E1ilIer~ 
• 

10 fram the lftw applieahle (withel:l:t regMa te ihis SeeReB) i!)l 

11 III taWle yeM 'Beginning iD the seeeBa en-leBaM ~ (her~ : 

12 iBttfter m !h:is seetieB eallea 'seeeBa tnJffthle yeM') , ~ ~r 

13 lI:Baer ihis ehajlter fer 9I:I:eh periea shtH:l he the 9IHB ef.f 

14 !!.fIt !fh&t '{lertieB ef the WE fer the eBtire '{leried" 

15E1eteFB1iBeall:Baer the Jaw a'{lplieahle te ~ first, ttiB:h1~, 

16 yeR:F; whieh the '{lertieB ef 9I:I:eh '{leriea falliBg within ~ 

17 tiM ealeBallf' yee.pis ef the eBtire '{lerieal and 

18 ~ !l%&t '{leftieB ef the WE fer ~ eBtire '{lerietl;,' 

19 tleteFB1iBea lI:Bder the law R'{llllieaMe te the seeeBd: tft." 

20 eWe yeat' (exeellt as '(lrevil!el! m sl:l:ltseetieB (h)) J wfiieft 

21 the ,eftieB ef Stleh '{leried: falling wilhi& ~ seeeB4_ 
-

22 ealenalll' yeIlf' is ef the entire reHIlI!. 

23 ~ E~eElP'HONs. 

24 !!.flt ~ the 1'\H'f8se ef the e8mtJatatieB9 reqaift~ '-
, , 
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1 ealeBoor year l4)4.l. tHld efiwflg if! **' t'alefloor yea! 

2 lIH2, **' IllfleBilmeBts IfI!lde te the lfItefBllI Re'le<flHe 

3 Gede by seetieBs l-W; H.g, H+; IlBd S6 lfIueh ef seetieB 

4 -H9 liS e:dJs the l!l$ seBteBee te seetieB gg ikt flt ef 

5 this ehajlter IlBd liS e:dJs PMtlgffiflR #t te seetieB gg ikt 

6 ef this ehlipter; seetiefls -l2G ftBd ~ tHld seetieB m 
7' lHIless Il11Plie!lhle te the fif$ ttWltile yetlF if! lleeerOOBee 

8 with the teFlflS ef saeh ll:IfIeBdmE'Bt; seetieBs ~ ~ 

9 lW, ±3l; -t33; !86, l3+; ~ HI-; H3; H4; ftBd 149 
• 

10 ef the ReoveBue Aetef 1942 sItftll ~ he deelfled te he 

11 Ilpplie!lble. 

12 !!.{Qt Em: the purpese ef the eelflputatieBs reftHired 

13 HBder SliBseerieB -fIl}- flt ftBd ~ the ll:IfIeBameBts 

14 iBtIaeby seerieB !39 ef the RIl'.TeBue Aet ef ~ ehIlll 

15 he deelfled Ilflplie!lhle te tIlHBle years hegiBBifIg m W4l 

16 &.Bd eBdiBg if! lIH2. _ 

17 !!.{e}-~ OPimATIN6 I.ess CABBY o.VEB ~ Th;:esEB 

18 E£eESS PBOFF.FS CBEBI'F. 'The- Bet epeFlloog less HBde.r 

19 seerieB ~ ftBd the HBHSed aeess prefits ereditHBder seeHeB 

2D +W * -flh ehIlll, fer the purpeses ef BHhseeaeB -w, he 

21 the SHfB ek -tIt The SIlIf\e prepertieB ef a Bet 8jleFllting 
, 

22 less ftBd liB HBHSed t"5ieeSS flrefits eredit fer the eBrira perietl, 

23 . deteFIfIiBed HBder the law Ilpplietl;ble te the fif$ ealeBOO.r 
~ 

24 year, whieh the partieB ef sueh pefied faIliBg wiaHB saeh-

25 etI:leBdftr yetlF is ef the eBmep,eried; ftBd ~ the SIlIf\e pre-

, 
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!I. lpertiefl!ef Q, ~el'effttiBg less tffid &B: ltftUsea' e'lfeess preats 

2 erewt fep ihe ell tire periea, aetefB'lillea 1Hl:aer .ihe le,w appti 

3 eahle te ihe seeefla ealeftElIllP ~ whieh ihe pertleftei saeh 

. 4periea, fft.l.li:ag withill: saeh .eMeftElllr yeta' .ill ef ihe ell:tire 

" ·El" , _\01,' . pefia. • ., 

6 iet TA;KBS oW WHISH -TIns' SEeHON' ~ APi'1a'I 

. 1", El:Am.E. 

S -flt SeetieR W is 8JBellEleEl by ill:sertiftg M ihe .eM 

. 9. thereef .ihe feHewiBg HeW suhseetieft : 

10. !!..{gtSESHON iG NezE ... \PPJ,lSABE.E. Seetieft.w sha!I: 

11 ~ apply ill: ihe eeHlpl:I:tatiea efihe t9 iHlpesea by this 

12, ~eetiall. ", 

13 i2t Seetieft W& is B:mell:Elea by iBsertill:g M ihe eM 

14 thereaf ~ feHawill:g fleW StlhseetiafH 

15 !!.(it- SEO'i?lON .w NO'i? APPIa'ISA:BE.E .. Seetieft .w shall. ' 

16 ~ apply. ill:: ihe eaHlpl:l:tlltiaR ef ihe m impasea by this . 

17 subehllpter." 

18 -ttl)- EX-SBSS I'BOFFfS T:z!tX. SeetieR!f29: i&t- (rel&till:g 

19, te l&ws m&Ele apptieahle) is 8JBellEleEl by msertill:g M ihe eM 

20 ,th8i'eaf. ihe feHawill::g fleW sell:teIlee! ~ ihe appliea.tie& ef 

21' seetieR ~ te iheeeHlpRWi8ft ehhe tH impesed: by this 

22 . suhehftptef', Ht ad:wtiaa te ihe ftHIeflameBts made iftappti 

23 'eaNe fef' t.he ptlFfleses ef t.he eeHlpliWieBB 1Hl:Elel' suhseetiea 

2-l i&t- i2t. ef eaeh. seeBell, t.he Ml:eBElHieB' tBtlde by seetie& 

H. R. 7378 8 " 
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., 2: '. applielthle." 

3 SEC; 141. CERTAIN FISCAL YEAR TAXPAYERS. 

4 : (a)' OOMP1JTATION OF TAX FOR YEAR ENDING IN 

5 1942.-The Internal Revenue Oode i3 amended by i1l8erting 

. ff . after section 107 the following new section: 

7 "SEC. 108. TAXABLE YEARS BEGINNING IN 1941 AND ENDING 

Sl . AFTER JUNE 30, 1942. 

9 "(a) GENERAL RULE.-In the case of a taxable year 

'J.().: beginning in-1941 and ending after June 30, 1942, the tax 

11 imposed by sectio1l811, 12, 13, 14, and 15 shall be-

12 . "(1) OORPORATIONS.-In the case of a corpora-

13 tion an amount equal to the sum of-

14 "(A) that portion of a tentative tax, computed 

150 without regard to section 141 0/ the Revenue Act of 

16' . - 1942, which the number of days in such taxable year 

17 before July 1,1942, bears to the total number of days 

~8-: .' . . . in such taxable year, plus 

19· . " (B) .Ili.at portion of a tentative tax, computed .;-- .,' 

'20.a8 if the o:mendments made by sectio1l8 106 (a), 
~ r 

21. (b). (e), (d), a'1Ul (e) (1) of ~ Revenue Act!'f 

~. 1942 were applicable to such taxable year, which 
~ 

23 the number of daylJ in such taxable year after June 

24 .. '30,1942, bears to the total number 0/ days in such 

25 taxable year. 
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('(2) T AXPAt'ERS OTHEIHl'll&N'CoBPtn(.JtkjNsf

In' the case of a taxpayel' othe1t t'han 6,\co,.poration, an 

amount equal to the sum of- ,', . 

"(A), that portion o{-a ttntativ/8 ta:iJ, :computed 

without regard to 8ection 141 ot the\ReV6nue Act'tJf 

1942, which the numb'erof day8 i'll/such 'tqmable year 

before July 1, 1942, bear8 io the1tofal number'iof 

day8~in such taxable' year,' plUs, 

"(B) that portion of a tentative ttW,eomputed 

as if the amendments made b,!! 8ections 102 and 109 

'of the Revenue Act of 1942 were applicable to suCh 

taxable year, which the number of days. in 8ucA tQai.. 

,able year after June 30. 1942, bears t.(J, ihs\total 

number of days in such taxable yea",. ~ .. 

15 "(b) SPECIAL OUSSES OF TAXPAYERS.-This section 

16 shall fIOt apply to an insurance company subject:to Supple-

17' mentG, an investment company subject to- 'Supplement Q, 

18 or a Western H emiBphere Trada OorporatiOR, as fkfoned in 

19 section 109.'" .. "f 

20 . (b).T AXABLB YEARS 1'0 WlllCll AJCENDftENrij ~ 

21 PLICAB'L&-The arMftdment fIIWJde· by this 8fJCtWn 8hall be 

22 applioobl8 to Ia:lable years beginftU\g\ in 1941 and endifig 

23 afIMJune!JO~1942. 

. -... , .. 
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1 (lll)SEC.I42. WESTERN HEMISPHERE TRADE CORPORATIONS. 

2 The Internal Revenue Code is amended by inserting 

3 after section 108 the following new section: 

4 "SEC. 109. WESTERN HEMISPHERE TRADE CORPORATIONS. 

5. "For the purposes of this Ohapter, the term 'western 

6 hemisphere trade corporation' means a domestic corporation 

7 all, of whose business is done in any country or countries 

8 in North, Central, or South America, or in the West Indies, 

9 or in Newfoundland and which satisfies the following condi-

10' tions: 

;ll "(a) If 95 per centum or more of the gross income of 

12 such domestic corporation for the three-year period immedir 

13 ately preceding the close of thetaxahle year (or for such part 

14 of such period during which the corporation was in existence) 

15 .' was derived from sources other than sources within the 

16 United States; aiul 

1'7 . "(b) If 90 per centum or more of its gross income for 

18' such period or such part thereof was derived from the active 

19 conduct of a trade or business." 
. , 

20 (112)sEC. 143. NONRECOGNITION OF WSS ..4ND DETERMIN..4· 

21 

22 

TION OF B..4SIS IN CASE. OF CElIT..4lN R..{fL. 

ROAD REORG..4NIZ..4TIONS. 

23 ra) NONRECOGNITION OF Loss IN R.A1LBOAD BEOR-

24 GANIZATIONS:-Section 112 (b) (relating to the recognition 

25 of gain or loss up(nl the aale or ezchange of property) is 
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1 amiruled by inserting at tluJend thereof tluJ following new 

2 paragraph: 

3 "(9) Loss NOT BECOGNIZED ON 'CBBTMN RAIL-

4 ROAD REORGANIZATIONS.-' NolosB s1i.all be recognized 

5if property of a railroad cprporation, as defined in Bet>-

6 tion 77m of the National Bankruptcy Act; as ameniled, 

7 is transferred, after December 91~ '1999, in pursuance 01 

8 an order' of the court hiJ,ving jurisdiction 01 suel 

9 corporation~ 

10· "( A) in a receiver8hip proceeding, Of' 

11 "(B) in a proceedingunde:r 8ection 77 of t1;; 
12 National Banlcruptcy Act, as amended, 

13, to a railroad corporation, as defined in section 17m! 

14 of Ihs National Bankruptcy Act, as amiruled, organized' 

15 or made use of to effectuate a plan 01 reorganization: 

16 approved by tluJ court in such proceeding. The krm 

17 'reorganization', as used in this paragrap'h, ,hall not be 

18 limited by Ihs definition of such term in 8Ubsection (g)." 

19 (b) BASIS 011 PROPERTY ACQUIRED By CERTAIN 

20 RAILROA.D COBPOBATIONS.-SectiofI113 (a) (relating to 

21 Ike basis of Ike properly) ia amended by inaerting at ~ 

22 end thereof Ihs 'oUowing new paragraph: 

23-

24 

2S 

, "(20) PBOPBBTY ACQUIRED BY RAlT.ROA.D COIF 

POUTION.-If Ihs property 01 tJ railroad corporation,

as defin«l in section 77m 01 tluJ National Banlrruptcy 
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1 ,Act, as amended, was acquired after December 31, 1939, 

2 in pursuance of an oraer of the court having iurisdic--

3, . I tion of t8'1.£Oh corporatioo--

\4, ".(..4-) in a receivership proceeding, or 

-5 " (B) in a proceeding under section 77' of the 

.6. .National Bankruptcy Act, as amended, 

'IJ,. . ,o/JM ,tke cwqttiring GOrporationis a "I'mlroad corporation, 

$. .as· defined, in section 77m.of the National Bankruptcy 

9 Act, as amended, O'I'ganized or made me of to effectuate 

10 a p!,aa of reorganUation. apprOtJed by the court in 8'lUJh 

11" ~proceeding, the basis shaU be the same as it would be in 

12 the ha:nds 01 the railroad corporation whose property 

13i was so ,acquired. The term 'reorganization', as med in 

14 ' this .paragraph, ,ShaU vwt be limited by the definition of 

15 BUCk term inaection 112 (g)." 

1~ (U3')(c) BuLB' OFPBOPEBTY ACQUIRED PURSUANT TO 

17 JlAILBOAD REORGANIZATION UNDER SECTION 77B OF 

18 ,THE NATION.aBANKRUPTCYACT, a AMENDED.-Sec-

19 " t.imt 113 '.( a). (relating to the basis 01 the properly ) 18 

20 .atne1iAled by i7l3Crling at the .erulthereol the lollowing 'f'/.eW 

21 parQ{J1'aph: 

22 "(21) PROPBBTYACQUIREDBY STREET, BUBUlIt-

~? BLV, OR INTBRURBAN ELECTRICBAILW 4Y CORPORA-· 

'24 TlON.-If the properly 01 any street, suburban, or inter-· 
, . 

25 . urban electric railway corporation engaged as a com--
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.1 mon carrier in 'the f:ra1M'pOrfJation hrper80rR8 or' pr~erfIJ 
2 in interstate commeree WIIM Qcqui'l"ed after Decembe¥! 31, 

3 1934, in pU'l'suanee of an order of I,the' 'court' havino 

4 jurisdiction of such eorporation ,in a . proceeding under 

.5 section 77Bof ,'6he Natwnal V3ankruptqj Act, ds 

6 amended"and the aequiring corpo'l'ation.is ,a street, sub-

'1 urban, ,O'l' interurban electric railmay 'engaged asia 

8 common carrier in the. transp01'tation\ of persons (JIr 

9 properly in interstate· comm'eroe,' ,organized or made us'e 

10 of to' effectuate a plan of reorganization approved by thd 

11 court in such proceeding, then, notwithstanding the pro-:. 

12"isions of section 270 of 'Chapter X of the- National 

13 Bankruptcy Act, as amended;.the basis, for any taxable 

14 year beginning after ,December S1, 1939, shaU be t~ 

15 same as it would be in the !taw of tAe tlO1'poration whosl' 

16 . property was so o.cquired. The krm·'norganization', a.. . . 
17 v.sed in this paragraph, shall not be limited by the defi ... 

18 nition of such term in section 112 -(.9).·' \ 

19 (d) TAZABLB YEARS TO WHICH .4PPLlCABLB.-The! 

20 mnendments made by this secti.ott Mall be applicable to ~.; 

21· table years beginning afler December 31, 1939. 

22 (114)sEc. lU. UQUIDATION OF PERSONAL HOLDING COM.~ 

23 PANIES IN DECEMBEI( 194J. 

24 (a) ELBCTION A8 2'0 RECOGNITION 0-' GAIN ON:', 

25 LIQUIDAnON.-8ection 112 (b)' '(relating to ~~ 
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tion of gain or loss) is amended by inserting at the end 

thereof the following new paragraph: 

"(10) ELEqTION AS TO RECOGNITION OF GAIN IN 

CERTAIN CORPORATE LIQUIDATIONS.-

"(A) G:eneral Rule.-I n the CQJJe of prop

erty distributed in complete liquidation of a domes

tic corporation which is a personal holding company, 

QJJ defined in section 501, if-

"(i) the liquidation is made in pursuance 

of a plan of liquidation adopted after the date 

of the enactment of this' Act, whether the t~ 

able year of the corporation began on, before, 

or after January 1, 1942; and 

"(ii) the distribution is in complete cancel

lation or redemption of all the stock, and the 

transfer of all the. property under the liquida

tion occurs within the month of December, 

'", .. '- ',: I 

then in the case of each qualified ekCting shar~ 

holder (as defined in "ffIlbparagraph (0)" gain 

upon the shares owned by him at4he time of the 

adoption oJ'the plan of liquidation shall be recog

nized only to the extent prdvided in subparaffrapM 

(E) and (F) •• 

"(B) Excluded Oorporation.-The term 'e;z;-' 
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'1' cluded corporation' means 'a' . corporation which 

2 at any time between September t, 1943, and the 

3 . date of the adoptiono/the plan of liquidation, both 

4 dates inclusive, was the ·o.wner of stock possessing 

5 50 per centum or more 0;' the total combined voting 

6 . power of ·all classes of stock entitled to vote on the 

7 adoption of such plan. 

S " (0) Qualified ElectingShareholders.-The 

9 . term 'qualified electing shareholder' means a share:. 

'10 holder (other than an excluded corporation) of any 

11 class of stock (whether or not entitled to vote on the' 

12 adoption of the plan of liquidation) who is a share:.[ 

13 holder at the time of the adoption of such plan, alld~ 

14 whose written election to have the benefits of sub-' 

15' paragraph (A) has been made and filed in accord-

16 ance with subparagraph (D), bu~ 

17 "(i) in the case of a shareholder other 

18 than a corporation, only if. written elections 

19' have been so filed by shareholders (other than' 

20 corporations) !t,ho at the time of the adoption 

21 of the plan of liquidation are owners of stoc1c 

22 possessing at least 80 per centum of the total 

23 combined voting power ( ezclusive of voting 

24 power possessed by· stQC): owmd by corpora-
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1 tions) of all clasSe6 of Btock entitled to vote on 

2 the adoption of such plan of liquidation; or . 

. 3 "(ii) in the case of a shareholder which 

4 is a corporation, only if written _ elections have 

5 been so filed by corporate shareholders (oth,er 

6 than an excluded corporation) which at the. 

7 time of the adoption of such plan of liquida-

8 . tionareowners of stock possessing at least 80 

9. per centum of the total combined voting power 

10 . (exclusive of voting power possessed by stock • 

11 owned by an excluded corporation and by 

12 shareholders who are not corporations ) of all 

13 classes of stock entitled to vote on the adoption 
, 

14' of such plan of liquidation. 

- 15. '''(D) Making and Filing of Elections.-The 

16 written 'electiunsreferred to in aubparagraph 

17 rO)mustbe made and filed in such manner as to 

18 be not in oontravention of regulations prescribed 

19 by theOommiasioner with the approval of the Seo-' 

20 retary. The filing must be within thirty days after 

21 the adoption of the plan of liquidation, and may be 

22 by the liquidating corporation f!1' by the shareholder. 

23 .. (E) N oncorporate ShareholderB.-In the case 

24 of a qualified electing ahareholder other than a cor-

25 poration-
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1 U{i) There.8hall b~ recognized; and taxed 

2 as a .dividend, 80 much of the gain as is no.t 

3· in exces8 of his ratable share of the earnings 

4 and profits of the corporatf,on accumulated 

5 after February 28, 1913; .BUch earnings and 

6 profits to be determined as of December 31, 

7 1943, but without. diminution by reason ofdi&-

a tributions made during. the month of December, 

9 1943; and 

10. U(ii) There 8haU be recognized, and taxed. 

11 as short-term or long-term capital gain, as the 

~2 case may be, 80 much of the remainder 01 the. 

13 .gain as is. not in excess of the (lmount by which. 

14 the 'lJalue of that portion of the .assets received, 

15 , by . him which consists of money, or of 8tock or' 

16 securities acquired by the corporation after Sep-, 

17. 1emb61' 1,1943, exceeds his tatable 8har' of such, 

18 earnings and profiJ.s. 

19 "(F) Corporate 8hareholders,~In the case of 

20 a qv.alified electing shareholder which is (I corporatUm_ 

21 the gain shall be recognized only 10 the extent of ths.:. 

. 22 greater of the two followif&g-

23 . "(i)Th6 portion of the asseI8 received by: 

24 " which consists of mORey, Of' 01 8Ioc1c or aecu-:': 
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1 rities acquired by the liquidating corporation 

2 after September 1,1943; or 

3 "(ii) Its ratable share of the earnings and 

4 profits of the liquidating corporation accumfb-

5 lated after February 28, 1913, such earnings 

6 and profits to be determined as of December 31, 

7 ' 1943, but without diminution by reason of dis-

8 tributions made during the month of December, 

9 1943." 

10 (b) BASIS OF PROPERTY ACQUIRED.-8ection 113 

11 (aJ (relating to basis) is amended by inserting at the end' 

12 thereof the following new paragraph: 

13 (22) PROPERTY RECEIVED IN CERTAIN CORPO-" 

14 RATE LIQUlDATIONS.-If the property was acquired by 4 

. 15 shareholder in the'liquidation of a corporation in cancel-· 
\ .. . 

16. lation or redemption of stock with respect to which gain 

17 was realized, but with respect to> which, as the result of an 

18 election made by him under paragraph (10) of section 

19 112 (b), the extent to which gain wci8 rf?AX)gnized was 

20 determined uiuler such paragraph, then the basis shall be 

21 the same as the basis of such stock cancelled or redeemed 

22 in the liquidation, decreased in the amount of any money 

23 received by him, and increased in the amount of gain 

24: recognized to him." 

25 (c) TECHNICAL AJlENDJlENT.-8ection 113 (a) (6) 
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, ,1 (relq,ting to basis in case \ of tax free exclLanges) is; fJmen4ed 

2 bystriJeing out "or 18" and, inserting in lieu thereof ":L8, 

~, or 22", . 

4. SEC. (115),39 145. BASIS .OF GIFTS. 

5 (a) Gn'~s AFTER DElJEMBER31, 1920.:--The first 

6 sentence of section US (a) (2) is amended to read as 

7. follQws: "If the property was acquired by gift after Decem

,8 ber31,.1920, the basis shall be the same .as it would. be.;in 

.9 the hands of the donor or the last preceding owner by ",hom 

10 it was not acquired by gift,except that if such. basis (ad-

11 justed for .the period prior to 'the date of the gift as provided 

12 in subsection (b» is greater than the fair market value of 

13 the property at the time of the gift, then for the purpose.:9f 

14. determining loss the basis shall be such fair market value." 

15 (b)TRA.NSFERS IN TRUST AFTER DEcEMBER 31,· 

16 1920 . ......section 113 (a) (3) is amended to read as follows.: 

l.r ~. (3) TRA.NSF;EB IN TRUST AFTER DEOEMBER 31, 

.18 1920.-If the property was acquired after December 31, 

19 1920. by & transfer in trust (other -than by a transfer . 

29 i . in trust by a gi!t,bequest. or devise) the basis shall .be 

21 the same as it would be in the hands of the grantor, 

.22 . increased in the amount of gain or decreased in the 

23 amount of loss recognized to the grantor . upon such 

.24 transfer under the law applicable to the year in which 

25 the transfer was made. .. 
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1 (116)SEC. 146. BASIS OF PROPERTY IN CA.SE OF OPTIONAL 

2 VALUE FOR ESTATE TAX PURPOSES. 

3 (a) BASIS OF PROPERTY.-Section 113 (a) (5) (re-

4 lating to basis of property transmitted at death) is amended 

I) by adding at the" end thereof the following new sentence: 

6 "In the case of an election made by the executor under 

7 section 811 (j), the time of acquisition of the property shall, 

8 lor the purpose of this paragraph, be the applicable valua-

9 "tion date of the property prescribed by such section in de--

iO! teimining the value of the gross estate." 

11 (b) PROPERTY TO WHICH AJfENDMENT ApPLId..i.-

12 BLE . ....:-The amendment made by this section shall be ap-

13 plicable only with respect to property includible in tlie 

14 gross estate of a decedent dying after the date of the ~ 

15 ment of this Act. 
, 

16 SEC. (117)m 1~7. PERCENTAGE DEPLETION FOR COAL, 

17 FLUORSPAR, (118)BALL AND SACCER 

18 

19 

CLAY, ROCK ASPHALT, AND METAL 

MINES AND SULPHUR. 

20 "(a) PERcmiTAGE DEPLETlON.-Section 114 (b) '(4) 

21 is amended to read as follows:" 
I . 

. 
22 "(4) I'ERcENTAGE DEPLETION FOR OOAL, FLUOB-

23 SPAB, (U9)BALL AND BAGGER CUY, ROCK ASPHALT, 

24 AND METAL MINES AND SULPHUR.-The allowance for 

. 25 depletion under section 23 (m) shall be, in the case of 



1 coal mines, 5 per centum, in. the case of i metal 

2 (120)HliBes eM mines, fluorspar (121)~' ball am]; sagget' 

3 clay or rock asphalt mines,15 per centum, ana, in the 

4: i case of sulphur, mines or deposits, 23 per centum, of the 

5 gross income from the property during the taxable year, 

6 excluding from such gross income an amount equal to any 

7 rentS or royalties paid or incurred byiiie:.t8xPayer in 

8 respect of the property. Such allowance shall hot exceed 

,9' 50pel'centum of the net income of the taXpayer (com-

10 puted wit~out allowance for depletion) hom 'the pro~-

11 'erty, except that in no case shall the depletion allowance 

12 under section 23 (m) be less than it would be'if 

13' computed without, reference to this paragmph."· 

14: (b) DISOOVEBY DEPLETION NOT APPLIOABLE TO 

15' FLUORSPAR (122), BALL .AND B.AGGER OLAY OR ROCK 

16 A,spilAL'l' M:mEs.-Section 114 (b) '(2) is amended by 

17 striking out "metal, coal, or sulphur mines" 'and' insertIng in 

18 lieu thereof' "metal, coal, fluorspar, (123)baU and sagger 

19 clay, rock asphalt, or sulphur mines". 

20 SEC, (124}l3a 148. EFFECT ON EARNINGS AND PROFITS OF 

21 WASH SALE LOSSES. 

22 (a) WASH SALE LossEs Nor REcooNIZED.-Section 

23 US (1) (relating 10 earnings and profits of corporations) is 

24:, amended by inserting after the third sentence' thereof the 

25' following new sentence: "For the purposes of this subsection, 
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1 a loss with respect to which a deduction is disallowed under 

2 section 118, or a corresponding provision of a prior income

.3 . tax law, shall not be deemed to be recognized." 

4 (b) EFFECTIVE DATE OF AMENDMENT.-The amend-

5 ment made by this section shall be effective as if it were made 

.6 by section 501 of the Second 'Revenue Act of 1940. 

7 SEC. (125)183 149. DISTRIBUTIONS IN LIQUIDATION. 

8 Section 115 (c) is amended to read as follows: 

9 . II (c) DISTRIBUTIONS iN LIQUIDATION.-Amounts dis-

10 tributed in complete liquidation of a corporation shall be 

11 treated as in full payment in exchange for the stock, and 

12 amounts distributed in partial liquidation of a corporation 

13 shall be treated as in part or full payment in exchange for the 

14 stock.. The gain· or loss to the distributee resulting from 

·15suc'h exchange shall be determined under section Ill, but 

~6 ;shall be recognized only to the extent provided in section 

17112. In the case 'of amounts distributed,· (whether before 

18 . January 1, 1939, or on or after such date) in partialljq,,* 

19 dation (other than "distribution to which the provisions of 

20 subsection (h) of this section are applicable) the part of 

21 such distribution which is properly chargeable to capital , 

22 account shall not be considered a distribution of earnings 

23 or profits. If any distribution in ~artial liquidation or in 

24 complete liquidation (including anyone of a series of dis-

25 tributions made by the corporation in complete cancellation 



1 or :redemption ·of all its. stock ) is made by', Ii foreign cor

.2, .poration which 'With respecU\l any taxable year. beginning 

3 on or .before, and ending after. August 26. 1937. 'was a for-

4 eign persontil holdil;lg company, and with respect to whichJa -

5\ United States group (as defined in section 331 (a) (2n 

6, existed after August 26, 1937, and before.January 1, 1938, 

'l ,then, despite the .foregoing provisions' bE. this subsection, the 

.8, . gain .recognized resulting from such distribution shall be con-

9, sidered as a. gain from the stile or exchange of a. capital asset 

10 .held for not more thltn (126)!9 6 months." 

11 SEC. (127)134 150. INCOME FROM SOURCES WITHOUT 

12, UNITED STATES IN CERTAIN CASES. 

13 (128}tttt TBBM%N:A'HON eP ExOJ."SSlON hOM (iDOSS JiIi. 

14 'OOMB eP E t DliBB INeoMB hOM. SoaBOBS Wn!H01i~ 

15 UmHB S~s. SeeseB m (pelHiBg te a:elusieBS &em 

16 gpeI!8 ifteeme) is· &meDded ~ elirilB;ag' e&Ii IRIhseeseD -(at 

17 (pelMiBg M e&l'Bed meeme &em Be&fee8 wHftetl~ the UBiteEl 

18 S~), 

19 (a) EZCLU810N OF EARNED INCOME FROM FOREiGN 

20 SOUBCE8.--Bectior& 116 (a) (relating to earned iMorrie frtm& 

21 sources ~ 1M UniUJd States) is amended to read aB 

22 foUowa: 

23 .. (a) EARNED INCOJIB FROM 80UBCB8 WITHOUT THB 

24. UNITED 8f'Af'B8.-

'. RR. 7378 9 
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1 "(1) FOREIGN llE8lDENT FOR ENTIRE TAXABLE 

2 YEAR.-In the case of an individual citizen of the United 

3 States, who establishes to the satisfaction of the Commis-

4 sioner that he is a bona fide residen't of a foreign country 

5 or countries during the entire taxable year, amounts re-

'6 ceived from sources witholtt the United States (except 

'1 amounts paid by the United States or any agency thereof) 

8 if such amounts would constitute earned income as defined 

. 9 in section 2/; (a) if received from sources within the 

10 United States; but .'uch individual shall not be allowed 

11 as a deduction from his gross income any deductions 

12 properly allocable to or chargeable against amounts e:rr 

13 eluded from gross income under this subsection. 

14 "(2) TAXABLE YEAR OF CHANGE OF RESIDENCE 

15 TO UNITED, 8TATEs.-In the case of an individual 

16 citizen of the United StatU, who has been a bona fide 

17 . resident of a foreign country or countries for a period 

18 of at least two years before the date on which he changes 

19 his residence from such country to the . United States, 

20 amounts received from sources without the United States 

21 (except amounts paid by the United States or any agency 

22 thereof) • which are attributable to that pari of such 

23 period of forei[in residence before such date, if. such 

24 amounts would constitute earned income QJI defined in 

25 seclitm 25 (a) if received from sources witAin. the United .. , 
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1 . States,' but such individual shall not· be'allowed'asIa 

2 deduction from his gross income any deductionS Property 

3 allocable to {Jr chargeable against amoun{s excluded from 

4 . 'gross income u,!!de7' this subsection;" • t 

5 (b) TAXABLE YEARS TO WHICH AMENDMENT Ap-

6 PLICABLE.-The amendment made by subsection (a) shall 

1 be applicable with respect to taxable years' beginning' after 

8 December 31,1942, and so much' of the amendment mooe 

9 by subsection (a) as insm'ts paragraph (2) in section 116 (d) 

10 shall also be applicable to taxable years begi:nning in 1942. 

11 (129)# INSOMF! RESEll/ED FBOM UNI'fl!lB 'S'I':A:'I'ES.' f 

l2 See~OB ~ * (rel&tiBg ~ meofB8 fi:eFB sOlH'ees witft.ia pe9-

13 B8astOBS'~ lfflhed S~9;~eB) . is afBefulea 4:& l'eft6 fts 'fellows: 

14 .~ .\MOGN'I'S RESEIVEB'Hf~i S'H:BS eB 

15 ' hOM GO¥.l3BNMEN'I' eP Um'l'EB SUBS •. NeM¥itBateBd. 

16 Htg ~ previsieBl! ef Buhsee~etl W-~ shft1l he ia8ladedift 

17 gpeB8iaeeme -fIt &:II lI:IBelHl~S reeeived. bY 8tieft ei~it!eBl! iM' 

18 eePfleratieitS wi~iB ~ Uailed Sta~e&; wheMter deft¥ed Hem 

19 sOMees witiltia iM' witiltelit ~ UBiteEl States, aM -(2t &:II 

29ftfBeUflMl ptNd 'hy ~ UBi~d States 6f' hy a.sy BgeBey ~ereaf 

21 Il& eo~eB!!8ltiaB fer Itllier ef persaBtd BeA'iee8,' ef eEler e;. 
22 8an~e' with ~ United Statl's ef &BY agl'Bl'y t~eR8f, n:el'Jt' 

23 ~ &BY eaPflemaeB .el'eh·iBg 8IIelt ameets IB&f ~ 

24 IlfiEle. I'\tIee &BEl RgtHtt~!lBl! pleseMed hy the C8fBfBi98iaBer 

25 wit,h.ee appl'9ve1 eI ~ Seepetary, fte& Ie he tMed eder 
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.1 MtisBeetieB ftBtl te Be treated as ftB iBellidible eeP(leratieB 

2. IiBder eeetieB l4l- -W- (4) ." 

3, -W- I>:FwINI'HON eP POSSl!lSSION. Seetiaa ~ -{tij-

4 (reJatiag te defiBitieB ef lleSSessieB) . is ameBdeil te read as 

a' feYews: 

.. 6 !!.{tIt Dm'INI'HON. As used if! Mtis BeetieB th& ~ 

'1 '1l8ssessif:jB ef ~ Uaited States' iBellideB ooIy th& CeHlffl6B 

8 wealth ef th& PhiliplliBes ftBtl Plierte Riee." , 

9 SEC. (130~ 151. RECIPROCAL EXEMPTION OF COMPEN· 

10, ' SATION OF EMPLOYEES OF THE COM· 

11, MONWEALTH OF THE PHILIPPINES. 

12 . (a) Section 116 (h) . (relating to reciprocal exemp-

;l3, .non of official compensation) is amended to read as fonows: 

;14 '~{h)QoMl'ENSATION OF EMPLoYEES 011 FOREIGN 

15 .. GoVERNMENTS _ OR OF. THE ColDlONWEALTR OF THE 

,16" . :PmrJPPINES.- ' 

U. 

,l8 .. ·! • 

~ 

20 .... 

21 

22, 

~. 

U 

"(1) RULE FOR EXCLUSION.-Wages, fees, or sal

ary of an employee of a foreign government or of the 

Co~onwealth of the Philippines (including.a consular 

. or other officer, .or a nondiplomatic representative) re:

ceived as. compensation for official services to such ga,:-

emment or. such Commonwealth---

" (A) .If such employee is Dot a CItizen of the 

United States, or is a citizen of the Commonwealth 



11 

'.2 
:8 ',' >.i 

4 

'5 
'6 i 

7 

8 

9 

10' 

11 

12 

13 

! " 
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of the Philippines (whether or not a citiZen of the 

lUnited .States) ; and 

I, I:, • "(B) If the services are ,of a' character similar 

to those performed by employees of the Government 

of the United States ,in foreigtJ couiitries I or in the 

I Oommonwealth of the Philippines;' as the case may 

be; and 

"(0) If the foreign government, or the· Oom

monwealth of the Philippines, whose ;~mployee 'is 

claiming, exemption grants an equivalent exempL 

tion to employees of the Government of the Unite& 

States performing similar services.in such foreign 

country or lIuch Oommonwealth, as the case may lie. 
14 ,i f ,I,f (2) OERTIFICATEBY SECRETA:B.Y' OF STATE).J. 

15 The Secretary of State shall certify to the Secretary '-of 

16 . the Treasury the names of the foreign countries which 

17' ' grant an equivalent exempihm to the employees of the 

18 Government of the United States' performing services 

. 19 in such foreign countries,' and the character of the 

20 services performed by' employees of the Government 

21 of the United States in foreign countrieS. n the Com. 

22 monwealth of the Philippines grants an equivalent ex.;. 

23 emption to the employees of the United States perform-

24 ing services in such Commonwealth the Secretary 'of 
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1 State sha]] . certify such fact to the Secretary of the 

2 Treasury and the chnracter·of the services performed by 

3' employees of the Government. of the United States in 

4 such Commonwealth." 

5. . (b) The amendment made by this section shall be 

6 applicable only to tllxuhle years beginning after December 

7 31, 1939. 

8. SEC. (131~ 152. CAPITAL GAINS AND LOSSES. 

9 (a) DEFINITIONS.-

10 (1) HOLDING PERIOD, SHORT- AND LONG-TERM 

11 ,GAINS AND LOssES.-Section 117 (a) is amended by 

12' striking out "18 months" wherever occurring therein 

13 and inserting in lieu thereof "(132~ 6 months". 

14' (2)' NET SnORT-'l'ERM GAIN.;---Section 117 (a) 

15 ( 6) is amended to tead as follows: 
. \ 

16 "(6) NET snORT-'l'ERH CAPITAL GAIN.-The terw 
J 

17 'nrt short-term capital gain' means the excess of short-

18 . fernncapital gains for the taxable year over the short-

19' term capital losses for !Inch year ;". 

20 (b) Dn1'NJTIONS OF ''NET CAPITAL GAIN" AND ''N E'l' 

21 CAPITAL Loss".-Section 117 (a) is amendcd by inserting 

22 at the end thereof the following new paT3graphs: 

23 "(10) ~ET CAPITAl. GAIN.-
. 

24 ' "( A) Corporations.-I II the case of a corpo-

25 ration, the term 'net capiwl gllin' means the excess 
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. 1 of the gains from sales or exchanges of capital assets 

2 over the 'losses from suc4 sales or exchanges; and~ . 

. 3 " ,(B) . Other Taxpayers."In, the, case ()f a tu-

4 payer other than a.corp()ratign. thc terro ~net capital 

5 gain' means the excess ()f. {i) the sum of the gains 

6; from sales .or exchanges of capitall !l.8sets, plus nft 

7 income of the taxpayer or $1,000, whichever 'Ss 

8 smaller, ovcr{ii). the losses from such lilales or ex-

9 change~. For purposes of this subparagraph, net 

10; income shall be computed without regard to gains or 

11 losses from sales or exchanges of capital assets. 

12 "(11) NETOAPITAL Loss.-The term 'net capital 

13 loss' meaIlll the excess. Ilf the losses P'01D sales or ex., 

14 . changes of capital assets over the Sum allowed under 

15 subsection (d). For the purpose of .determining losses 

16 under this paragraph, amounts which are short-term capi-

17 tal losses under subsection (e) (1) shall be excluded." 

18, (C)RULJil ON TAXAJllJ.ITY,.IiIMrrATJON ON LossE&. 

19 AND CARRy-OvER.-8ection 117 (b), (c), (d), and (e) 

20 are amended to read as follows: 

21 . J'.(b) PERcENTAGE TAKEN INTO AOOOUNT.~In the 

22 case of a taxpayer, other than a corporation, only the follo","= 

23 ing percentages of the gain or loss recognized upon thesa1~ 

24 or exchange of a capital asset shall be taken into account ~ 

25 computing net capital gain, net capital loss, and net in('()me; 
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1 "100 per centum if the capital asset has been held 

2 for not more than (133)M 6 months; 

3 "50 per centum if the capital asset has been held 

4 for more than (134)M 6 months. 

5 "(c) .ALTERNATIVE TAXES.-

6 "(1) CORPORATIONS.-If for any taxable year the 

7 net long-term capital gain of any corporation exceeds the 

8 net short-term capital loss, there shall be levied, collected, 

9' and paid, in lieu of the tax imposed by sections 13, 14-, 

10 15, 201, 204, 207, (135}362; 3G3; and 500, 8 tai 

11 determined as follows, if and only if such tax is less than 

12 the tax imposed by such sections: 

13 "A partial tax shall first be computed upon the net 

14 . income reduced by the amount of such excess, at the rates 

15 and in the manner as if this subsection had not been en'-

16 acted, and the' total tax shall be the partial tax plus 25 

17 per eentum of such excess. 

18 .. (2) OTHER TA.XPAYERS.-If for any taxable year 

19 the net long-term capital gain of any taxpayer (other 

20 than a corporation) exeeeds the Det short-term capital 

21 loss, there shall be levied, collected, and paid, in lieu Of 

22 the tax imposed by sections 11 and 12, a tax determined 

23 as follows, if and only if such tax is less than the tax im-

24 posed by such sections: 

.25 • . "A partial tax shall first be computed upon the net 



1 

2 

'3 

'4' 
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!inaome reduced by, the amount of such excess; at the rates 

. and in the manner! as if this subsection had DOG been ei

'acted, aIidthe total 1U'shall b~ the partiiU'tax plus 50 

per centUm ofsuch·exc8Ss:, ,i 
. ", , 

5' "(d) LIMITATION ON CAPITAL LoSSES~' 

'6" ".,! '''(I)' CORPORATIONS'.!J..:..In'the'base of a corporation, 

7' I 'losses from sales or exchanges' of capital assets shall be 

'8 "I: alloWed oDly! to'theexterlt 'of galn~ .hom 'Such sales or 

, 9 " ilxchanges. : ' \ 

:10' :: :'~'(2) ohmR TAXPAYERs.~lli the case' of a-taiiL 

11: . payer;i other than a corporation,' losses from sales o~ 

12' ' .. , exchange!! bf capital assetsshilli be allowed only to the 
• 

is ' i' , 'extent ~f :the gains from such sales or exchanges, plus the 
"~I iI' 'net income of the"'taxpayer!oi';$I,OOO~'i~hichever+Th 
14 

15 
sma.iJ.er.For lnirposes' or this' paragraph; :net income 

; "'shafi be eomputed without regaidto'~ or losses from 

16. , ': 'saies br exchanges otCapita.lasSets~ 
17 

18 
" ( e ) CAPITA..L' Loss CARRy-Om.":" 

~ .», ('J(itMETHOD OFOOMPUTAhoN . ....:.if lor any taX-
19 
.., able 'year 'beginning alter December 31,' 1941; the taX-

20 '"" ;''payer haS A net eapitalloss, the amount thereof shaD be a 
21 

22. , 

23 

2~ 

25 

! 

, 

; , 

I. short~ernl' c8.pitalloss in each of the five sucreeding tax.:. 
able years ~. the'extent that such amount exeeeds the 

tOtal' of any net capital gains of any taxable yean inteP. 

'veiling between the taxable year in w]pch the net capital 
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1 loss arose and such succeeding taxable year. For pur-

l poses of this paragraph a net capital gain shall be com-

3 puted without regard to stich net capital loss or to any 

4 net capital losses arising in any such intervening taxable 

5 years. 

6 •• (2) RULE FOR APJ'J,JCATION OF CAPITAl. LOSS 

7 CARRy-oVER FROM 1941.-The. amount of the net short-

8 term capital loss of the last taxable year beginning in 

9 1941 (computed without regard to amounts treated as 

10 . short-term capital losses from the preceding taxable 

1l year) , which is not in excess of the net income for such 

12 taxable year, shall, to the extent of the net short-term 
• 

13 capital gain for the succeeding taxable year (computed 

14 • without regard to this paragraph), be a short-term 

15 capital loss of such succeeding taxable year." 
. . 

16 (d) BOND, ETC., LossES OF .BANKS (136~ INsI:m 

17 ANSB COlIPANIEs.--Section 117 is amended by inserting at 
, 

18 the end thereof the following new subsection: 

19 "(i) ,BObo""]), ETC., LossES OF BANKS (13~ INsUB 

20 ANa ~~. FeF ~ fllH'f'98e ef this eltitflteF, tit ate 

21 eases ef tit fto life iBsttmBee eeHlflftB;f, as defiBed tit seetieB Wt-

22 #, tmd ~ FIJ[ the purposes of thia chapter, in the case 

23 of a bank, as defined. in section 104, if the losses of the 

24 taxable year from sales or exchanges o! bonds, debentures, 

25 notes, or certificates, or other evidence of indebtedness 



1 issued by anycorporation: (including one. issued by a goverp-

2· ment 10J:' political subdivision ,thereof) with interest coupops 

3 or in registered form~ exceed. thll gains pf thll. tax:ableyear 

4 from such sales or exchanges, no such sale or exchange shall 

5 be considered a sale or exchange of a; IJapital .asset." 

6 (e) NET OPERATING Loss DEDl1CTIQIi.rSection 122 

7 ,( d) ('H is amended to read as follows: 

8 "( 4) Gains and losses from sales or. exchanges of 

9 capital assets shall be taken intI} account w,ithout regard 

10 [ ; to the provisions of section ;117 (b). As so computed 

11 Uieamount deductible' on account, of ,such losses shall not 

12 exceed the amount includible on, account' of such g,ains." 

13 (f) CAPITAL GAINS AND LoSSES .OF COMMQNTRuST 

14 FUNDs.-

15 (I) ~NCQME 01" PARTICIPAN'TS TN I"UNQ.-

16 '( A) Section 169 (c) (1) (A), is aml'ndl'd til 

17 read as follows: 

18 .. (A) As part of its gains and losses from sales 

19 'or exchanges of capital assets held for not more than 

20 (138)l& 6 months, its proportionate share of the 

21 gains and lossl's of the common trust fund from sales 

22 or exooangl's of ('apitalllssets hl'ld for not more thaD 

23 (139)l& 6 months," 

24 (B) Section 169 (e) (1) (B) is amended to 

25 read as follows: 
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1 .. (B) As ,part of its gains and losses from sale 

2 or exchanges of capital assets held for more tha 

,3 (140)!& 6 months, its proportionate share of th 

4 gains and losses of the common trust fund from sale 

5 or exchanges of capital assets held for more thru 

6' (141)!& 6 months." 

7 (2) COMPUTATION OF COMMON TRUST FOND IN 

8 coME.-Section 169 (d) (1) and (2) are amended t4 

9 read as fonows: 

10 ' I' (d) 'COMPUTAT!ON OF CoMMON TRUST FUND b 

11 'COME.-The net income of the common trust fund shan hi 

12 computed in the same manner and on the same hasis as in th. 

13 we of an individual, except that-

14 ' .. ( 1) There shall be segregated the gains and lossel 

15 from sales or exchanges of capitaI-assets; 
• 16 .. (2) After excluding all items 01 gain and loss frODl 

17 sales or exchanges of capital assets, there shall be com. 

18 puted-

19 "(A) An ordinary net income which shall con-

20 sist of the excess of the gross ~e over deductioIll!; 
, .'. 

21 or " 

22 .. (B) An ordinary net loss which shall consist of 
t . . 

23 the excess of the deductions over the gross income;" 

24 (g) CAPITAL GAINs AND LossEs OF PABTIlEBS.--

25 (1) TAX OF PAJITBEBS.-



• 

~ 

2 

CA) . Section .1~2(a~ ,is .~~nded to read p 

follows: .. 
a ," (a): .As part of his. gains ,and los~~s from sales pr ~-

4change.s iof capital ass'i\ts ,held for not more,than (142~~6 

. .5. mQnths,.his d~stributiveI!hl!l"e.of the gains.anl'l)osses of,J;b.e 

6 paJ;tnership fro,m sales or exchanges.tlf capi~al 8,Ssetsheld for 

.7 not ~ore liha~ (143~ 6 months.~'. 

,8 (B) Section 18~ .(b) is amended ,~.f~d M 

9 follows: 

10. .~ ,(b) As part of his gains and losses JroIIJsales ,or 

11 exchanges .of capital assets held for more than (144~. 6 

12mQnths, hi!! Plstributive share pi ,the gains Il-nd .losses of th~ 

13, Partnership from sales or exchll:Ilge$ of capital asse~ peld for 

14 more than (145~ 6 months." 

;t.~ :( 2 ) Qo¥PUTATION .. OF P ARTNERSlJTP ~COME.":'t" 

16 (A) Section 183 (b) (1) and (2) are 

17 

;L8 

, 

. amended to read as follows; 

U(b) SEGREGATION OF ITEllS • .,... • • 

19 .. (1) CAPITAL GAINS AND LOSSES.~Ther!l ,shall ~ 

2()· . ,segregated. the gains and losses fro.!» sal~ or, excb8D~ 

21. of capital assets.· 

:aa"(2~o.RDINARY NET. INCOME OB.~~After ~ 

23 duding all items of gain and loss from sales or exchan~ 

24 . of capital assets. there shall be computed- ~ ( ., .) 1 :. 

25, ., ~'( A) An ordinary net income. which shall COlt' 
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1 sist of the excess of the gross income over the deduc-

2 tions; or 

3 " (B) An ordinary net loss which shall consist 

4 of the excess of the deductions over the gross income." 

5 (h) CAPITAL LoSSES OF FOREIGN PERSONAL HOLDING 

·6 'COMPANIES.-8ection 336 (c) is amended to read as follows: 

7 "(c) 1941 CAPITAL Loss CARRy-OVER DENIED.-

8 The net income shall be computed without regard to section 

9 117 (e) (2)." 

10 . (i) CAPITAL LoSSES OF PERSONAl. HOLDING COM

n :PANIES.-8ection 505 (d) is amended to read as follows: 

12.· ,Ie (d) 1941 CAPITAL Loss CARRy-OVER DENIED.-The 

13 net income shall be computed without regard to section 117 

.14 (e) (2)." 

15 . (j) CRoss REFERENCE.-8ection 12 (c) is amended 
. 

16 to read as follows: 

17 "(c) TAX IN CASE OF CAl'll'AL GAINS OR LoSSES.-

18 For rate and computation of alternative tax in lieu of normal 

19· tax and surtax in the case of a capital gain or loss from the 

20 sale or exchange ofcapitaI assets held for more than 

21 (146)HheeB 6 months, see section 117 (c)." 

22 SEC. (147)m 153. RE~ PROPERTY (148)1MJqt9VEMENT8; 
. 

23 INVOLUNTARY CONVERSIONS; ETC. 

24: (149}f&r REA]; PROPERTY hFPB9VI!MEN'~ TBI!:A:fi>B 2\S 

25 . CMq'HtL :ASSE'l'S~ See~6H' H+ W'i-Jt (feleHHg M ate 



1 llefiBitieB eli "eellita! assets") , is ameBllee. ~ strikiBg ~ .!.!at: 
• 

2 Ilrellerty, Qsed 1tt ~ tirftde ef9t1:siBess, eli a. eftll>l'8eterwl!::i'eft 
• 

. 3 is stt13jeet t& thea.l:lew8:flee fef· ~ellreeialiieB llre" .. iaee.m see-

4 _ 23 -fltT! aM. rnsertiBg 1ft flett thereef !!ef llrellefty 

5 (ether tha.ft 9ttile.iBgs aM similll:f' fea.lprell arty HB;llre¥e 

6 meBts) , tige& 1ft ~ tirftde eto 9t1:siBess, eli e; eBa.ra.eterWhieh 

'I is stl:9jeet te ~ e:Yew8:flee fer e.epreeiatieB llrEl'lie.ee. iB 

8 seetieB 23 (I) ,". 

9 -f&)- G,uNS ~ LossHs FBOM I!fvEil>'S'NT:A:B¥' ~ 

10· VBBSION ~ FBOM If:HB SAI,H OB E*OIIAN8H eP CHBT:AJ:N 

11 DHPBHOLldll>H FROPHRTY. SeetieB H!1- (rela.ti:Bg te ealliteJ 

12 ga.iBe eM lesses) is BdBeBe.ee. hy iftsertiBg M ~ ~ t.hereef 

13 tfte fellawiBg BeW stthseeliieB i 

14 !!.ffi- GAINS ~ LossHs FBOM. llwOl>'S'NHBY ~ 

15V1lBSION ~ FB01l[ 'iHB SAH OB EXeIIAN8H eP CHBTA:IN 

16 D1H'nBOLldlIdl FBOPHBT¥. 

17 !!.fl+ DHFINITION.eP BBPBEOIABIdI PBOPHBTY. 

18 ~ tfte lltl:FJleses eI t.his 1ItI:9seetieB, tfte term 'Ilepreeiahle 

19 1'P8j1ePty' !Beens llreperty (et.her ~ llitildiBgs aH simi-

20 . .. fea.l ll,ellerty HaIlP8¥emel:lts) , UBe4l 1ft th6 V&de eP 

21 91HliBe88, eI .. eBl\FOeteP wftieh is stt13jeet t& the alIew 

22 &Bee fef e.ellreeiMieB llPe"Adea 1ft seetieB ~ -w. heW 

23 fef tB6f8 ~ MeeB !B8Bt.hs. 

24 (a) RIUL PROPERTY NOT TREATED AS OAPITA/. 

25 ASSET.-Seclion 117 (a) (1) (relaling 10 1M definitiora Of 
• 

• 



• 

.-• • 
J~~capitalassets':). is amended by i'llflfl'tingimmediately ,before 

~ 

:~ ,the semicolo'f/., at t.he .end thereola. commlJ and the following: 
4 

.3 "or real property. used in the trade . or :bulfiness of the ta:D-

4 .payer~'. 

j) (b) GAINS. AND . LOfJSES FROM INVOLUNTAJ.lY OON

.6 . . VERSION AND.FROMTlIE 84LEOB EXCHANGE OF OEll-

1 '74.INPROPER'):Y ,USED IN. ,THE .TRADEPR BUSINESS.~ 

8 Section 117 (relating to capital gains and losses) is amended 
. 

,9 by insfl'ting a~ dte end thereof ·the following new subsection: 

;to "(j)G..4,lNS AND LOSSES FROM INVOr-UN'):AJ.lY OON-

11 .. fE,BpIQNANDl1ROM THE S4E OB el(.CHANGE OF CEll-

12, .TAIN PRQPERn USED IN.;THE TRADE"()RBpSINESS~ 

13 "(1) DEFINITION .. ,oF PBOPEllT¥ USED IN THE 

l4. I 

15 

16 

17 

18. 

19 

20 

21 

22 

23 

24 

25 

·fllADE,OlliBU81NESS • .,..,.For· the purpolle801 this sub

,section, the term .'property used in. the trade or bulfinesi 

means property used in the trade or bulfine88,o!a.char

ooterwhich is subject to the allowance for depreciation 

provided in section 23 (l),. held for more tlw.n 6 monthl, 

and real property used in the trade or business, he/4c 

for mOre than 6 'I1lO1Iill&, ;whichia 1IOt (.ti) property of 

a kind which would properly be i1Icludible in the invtm

tory of the taxpayer if on hand at the close of the ta:l:able 

year, or (B) property held by the to:ipayer primarily for 

sale to customers in /he ordinary course of his trade or 

busimss. 
• 



ns 
''1'' I', 'ii' ';""(2f .G~':Ruim.:w.lf, )dnrmgith~taiable yeir, 

t 
'2 the rec0~ed gains upoIisatEfS10rl6\ell.anges of (150)&-

'3' i preetahle p~8J)e~ p1"Opert+J 'ltAedin \l'httl'tNze or businJ8s, 

, '4' , 'plus the'rllCogrli:zed gains from t1i~'cblrpfJl1Sdry Or involu\J.-

5 ' " tatj'conversioil'( as; Ii irtlSillt I~fl )dea\;ri1cti0~ in whole COr . 
'6 in part, theft or seizure, or an exercise l tjf~ the power illf 
'if " ' '>tiequisitiorl 01' ~ond'emnation \or 'the \-th~t wI (MDliAenbe 

'8 \ "iMreof)' 'of (1'51)ilepl'eeia-t;Ie 'tll'fiper'b;ilpNJPirlyiiSed~n 

9 ' the trade or business and capital assets held10i'morel thun 

'10' '(l52)fihemo 6 \n1onths intd ! ot1ler\prope~lyl or mon!!¥, 

lr '~xceed 'thheeognized losses from such sales, \e~chang~t, 

12 and conversions;, such 'gains and losses1!hallbebonsidertid 

131 '" as 'gains and' losses from sales <>r \exchan~e'\of capifld 

14 ' , assets held for more than (153)fiftte!i\ 6"nl~nths. ¥£ 
15 such gains donot exceed'!mch"los~'es;''suclf'gains aha 
16 '\ losses shalln6t 'be Considered 'ls:gm"-s\.lmd losses frdi& 

it, " ""s81e8' or' lixclumges of 'c8pttal asSetS>'Foi' thJ purpo~ 
18' \ \'olthisparagraph:' ' , , -:-" \ ,I ',', " II " /:Il 

19 cc (A) In determining tiDdet .ibis,,'paragraph 

20 whether gftinsexceecl losseS, ; the· gainS \Wil' losSeS 

21 ' described therein shall be inclUded 6h1y1f anil'~ the 
22 ' extent 'taken into' account iD. eomimtin/r net ;fuoo~ 

23 ex-eept that subsectionS (b) .nci(dl'iiliaIinot'app'iy. 

24 ff (B) Losses upon the d~eti~' in! whole tJr . 

ll.R. 7378 10 • 



14~ . 

1 ." iIr part, theft or seizure,. or requi';;ition: or condemna-
• 

~< ")., ,tioD. of (1P4)depFeeia.hle]IFepery property used in 

3 :,the trade or business or capitallUlsets held for m~re 

.,. ' than. (155)AAee~ 6mon1;hs shall be considered 

,f; . ~osse~. from; 11., <compulsory or involuntary conv~-

jision,'" 

,7, ,(15,~)(t;) Il(!I,-DING, ,PERIOD OF PROPERTY ACQUIRED • 

~\ 11(.. \EXCIIANGE .FOB. PBOPEBT"f INfOLUNT.4ll1LY OON

"~ , j l';EB7;ED,r-' " . 

~o, .' .. r . ,(9 ,{Nl!ENERAJ..--Section 117 (ILl (1) iB,amended 

:u,., 

~. 

p; 

~4 . 

p" 

by inserti1lg at~ the period at the em( thereof the ftJllow

"i.ng -new. sentence: "For 1M pu~poses of this paragraph, 

,t,Zn ,involuntary oonversion descrihed. in section. 112 (f) 

shall be considered an e:rehange of the property co~ 
. ,~ . 

, .. f)et;ti;d lur Ik. property acquired." 

~~ ;1 ... ,,: L(.gr'!:A:Y4IJ~~Y¥J.RS, TO ,WlIICK APPUCABLE.-:l 

"J.1 ., T~ a~menI. made by paragraph (1) sh.all be applir , 

18 cable with respect to taxable Yf!ars beginning after Decem,.. 

her 31 1938 . . , 
. ""., ~. ..'... . 

r I: 
; \ J 

~. (1!;i7)W- .rd)Rf)COGNITIO~ OF Loss OX INvOLUNTARY 
~ 

~li .~~O;NE!,~on, Jl.2. (I), (re\.ting to the nonrecog-

22 ;. pition . ~f gain and l«?ss ,on involuntary conversions) is 

23 amended by Striking-oot "no gain or )oss~hallbe recognized" 

24 
. ' 

and, ~rting in lieu ~~leof "no gain: shall be recognized, 

25 but loss shaIl be recognized". 



11~1 

1 '(1(5,8)( (l) • . 1'''fl,TI~~ ,F:AlI,..r;;R,~"Xf),\Itli?l':(!.~qP;,""IlQl'ERTY r 

2' Th(l~fM.t~ntence ot se(;tion;11.2,.{1J ~,am~nt;le,d,t{Jctiflad as fgl-

3 \ {ows :\'~/.f, any'part,ol the.m'(J1,f(lY ,is, '(I,Qt '{lQ, ea::p~nd.ed. the gain, 
, , 

... !1; iranYf'$!lal~ Q~ r(lo.?gn~z,ed ,to.,,~he\~Jcn.t, 9J t/I,~'mQnell whiclqis 

p not~o e:tpertded {,regtJ,r418!J~, (Jflwhe~~61:. (Juch, rn,wu~yi,s recei't[ed 

{I in ,one' or more,tll$ableyea,rs' ,and..regq,r:d.le8~ .at whether ior 

,'1. ,not .the 'money ,which .is not so expf!r!d,ed consti,t'¥t~,gain).''7 

" 8, '.SE.C;,'(lo9)l38'154. BQLDING:rER1P~;Q,F\~rp(;ijj,A,CQUIRED 

~ 9. \, \ ,TBRO'QGHEXERqSE.,qli,"'lmqBTS. t! 

(h) \(I:eIating to "th~ ,\hw.~g \period (Ilf Section 117 

,11 \ capi~ assets) is amended by 'insertIDgat. ,thlf."eJl,d thereof 

12 the following new paragraph:, .. "" ", " "',,.' .,'. . ' 

~ . , 

13 . "( 6) In detepnining, \the pe,ri,o,4 (OF) which the tali-
• 

,14 

11), 

)l~ 

,17 

18 . 

,20 . 

. payer has .held stock orsecuriti,es acq,*~<\'.ff.Qm a 00J!'

. po).'atiol,l.by'. the exercise of ,'l"%ht~ t() .'~~q~l\l~uch stQc}t 

or ·securities, there l!hall" be')1l<Jlu,de4 'P~X ,tJite perip~ 

beginning with. the date. upoq wb¥:h ,~e,,righ~\to acq~ 
WU '.exer!lised. OJ \

. . , 
1.' , 

. , 
/-1 

. LOSSES. , ""'1'.'" "\" ,"'1"1 t .. '-
,21.., I, ,(a) DETEllMIN.d.TlO~OF O.d.Rm."-:BA.cK:.4ection 122 

~ (6) (relati./lg to the.amounl of.the ,.a, opera,ti7Jg_loss cart';JI: 

24:. ,."(6) .AJIOUNT·~F C4Imr .. B~CK.\4l:P{R C"UUlJ:-oYER~ 

~ '., '. "(1) . NET OP!!RU-u(.11 Ui.8~ ,~r"'~4c¥o-lf for 



'i! 'any 'taxable year beginninga/ter December 31,1941, the 

2\laxpayer has /i'net op~ating loss" suck net operating loss 

,3 slulll be, a net opertLting Ios8 carry-hack for each of the two 

'4'preeetiing tiuCabl-e yem-s,'except thci! the carry-back in the 

. 5' , " case of 'the first preceding taxable year shall be the excess, 

"6 . ., '-if any, oj the. mOOunt of such net 'operating 1088 over tTte 

'i' 'net income for the second preceding taxable year com-

I i8 i 1 " 'putecl'( AF"Witk the -eXceptiOnS, 'additions,. and li,nitatiOns' 

9 ,;-. ,. provtded in siibsecium (dJ (1), (2), (4), and (6), and 

ilO ',', , i(B f1ltJiJfterminingihe 'It~t operating loss deduction for 

11 . ; 81ich :seCUne. precedint} iaxable' year i without 1'egard to 

12 such net operating 1088.' ' 
, . 

13 .. : "(2)Nk70 'onRATING' 'L088 'lJ-ARRY-OvER.-Irfor . 
14 'lani·t~le yeartM taxpayer ltasa1wt operating 1088, 

15' ~ ,:,' IUClt' iMt fJperatin.g loss shall be a 'net (}jJeraiing 1088 cartY

lS'ooe/ for e~ch of the' tlCo ~m!f tiiXable yeiJrs, excePt 
17 "lhaiihe ~~etl in the fClise ,,(the.8eOOfld intcceeding , 
18 taxable year shall be the excess, 'iiany,io{ >the amount of 

19\ r\';., '~A fiet~eru.ting Was' 6f)e1"'tl!.e net income {of t1teJ:ntm<-
• 

20 vening taxable year computed ( A) with the exceptionS, 

21 ': additimlA, mullimitatitma prooiJed in 8Ubs6ction (d) (1)~ 

~.. (2), (4), and (6), and (B) by determining the fujt 

,~, operating loss det/:u.ctUm for8'tldl. in4err7ening taxable yea;. 

24,:.:. ~. 'Mtlwiit. 'regari 10 n.ch·net 9'pe1"ating losS and ~ 

,. -'2$:\--i-egariJ "'-'angnet operating.IoBli "~k. For i/I£ 



·1, , ." ,\1J'IJ"(''P0sr:~ lot .thB·pm;edimg\'SBrde'litcel'. -Ih8111!f, ~p~rflting lQ88 

\2', . ",or, tlntt.taxtibk.ye'fpr hegt1tniim.t}.\a1JIJ1I,'l)6tem~fI\3.t .. i.941 

\.a. , . ihall h8 If'ed:ueei.: Vg,\ th'e\ fUf'iH>f Jtln~et.i,n~. /Qfll eadt 

. 4 .of,tM~.two\p"'ecedi'f,lg .. taxtiblt, ye¢rs,d~ted;.fot.\_ 

,5 ".,_ precedi'ltg tD.7:able year. witlt,,,,¥,e:zJ(leptinmi\ additicno, 
6. '. ,. and. lim.itationa' .. prooided .. ifl .,ub6ettWm \:( d)' (1.) ~,,( Z), 

.'l(4).~,(JfId,,(~),\ anMl~P1it~,,~y \~rJ(/'It1tf '1i1t 

8 operatimg lo8sded~ uoiJJulut regard hJ .trlt61t ftd ~,er~-

9 :ing loss en: w 1.he,,1IJ8t. 8"~·. for Jke~edi'liiJ 

10, taxable year) .'" , Gr 

11\ (b).AMo.UN7.' OF NET OPEBUrNoLQ~J)EOOC:t:lrJN.+t 

12 SectWn 122 \ (c) ,lII'elati'Ttg .10\ tM' lWlOUta&lJr the net ~ti81 

13, loss deducti9A, is fJIfIitmdei. by inse1;tmg m· Ji.I4'$/( '~~mount vi . , . 

~4 1Ji/$ net operating .1.oss'Ctl~ver" the/ollKJwmtJ.;, ~~(l.ggr.eg~ 

15 0/' the net operating loss car~ a~d 9/JIM . .nee ~perati?.f 
16 lo$s ~.acb.to !.hs. ~ 1JBIl1"'., '., .. ( ... !) , .'. ,: c ? t 

iT. '.;' (o).SectitJa 1,22(8) itam671dfdw:r~;'fJ.t../$llow8: it 

18, . , .. ( eJNo lOAIl1lY-BACIt. To, YB,M l'.IUtJIf ~o1.941...(-~, 

19 . wed in fA", 8ection, -the rerm 'precediAg' ~le year' and 1M 
20 . Ienn cpreeedaug tazabl. ',_8' i do. no" iMlwda ' any. JG;t~ 

211 Y«M {ldgiMmg prior to Jan amy. 1. :1941." , . 
. , I. f , .... " [I' , I.. " _ 

~, " c '.(l),Lacll'.J.TlONON,IN1'EIlES'l'!)¥; OV;~~4.l'~E~· , 

23 ·OAU8lID )17· ... 1 a.uuu--BACK ,0I'.ldNJ.9 8it (JRBI>l'l'.~6f!t1 

2' . cion 3771lrelaidg to ia&ereS OR ~tsJ ,~,~ 

23~ hg irtMrtirtg tct. ~ end llt.de&I 0., f6llowiftg:, , )"', ~'·:'7..,.1 ~ 
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<1" ' " ''Ie} 'CLAIMS BASED ON OARR"t-BACK OF Loss on 

'2" l(JitEDlT\ ...... lt'ihe Oom:niissioner ,determines that any part of 

,'3:\'an"'Pverpayment iilattrihutable to the inclusion in computiTig 

,14;' , the \net 'op(l1'ating loBS deduction for, the. taxable year of any 

:!,j"'p'a'rtof the 'Ret operating loBS for a'suCCeeding taxable year 

,$'~ \01'\10' the' 'inclusion in computing ,the unused ClXCesS profits 

\ 'l, d-'edi~'aiJiustment lor the taxable I year I 01 any part of the 

-'8,,\ ''fl,niuJed' excess 'profits 'credit fora succeeding taxable year, no 

\',9',\,interest shall~e allowed or paid with respect to such part of 

10 theooverpayment for any period before the (ding of a claim 

ll."fo;.credit',urrefund of such part of the overpayment or the 

U"\(i1mg 'of a petitiOn 'wit~ the Board, whichever is earlier." 

13 ' ,"" (ej"EFFEOTITJ"E DATE.'-' TAe amendments made by thiS 

;t~:,\', section '-sJulll'be 'appliCable only to taxable years beginnin{j 

,:,' ,. after December 31, 1940;' \ ' " 

16 SEC. (161')l39 156. cOMMODITY CREDIT LOANS. 

17 "",,,"(a),·TAXAB:tEYEA.B.S SUBJECT TO CoDE.-Section 123 

l&'-j~ amended by mserfuig at the end thereof the following: . 

1.9' I,;, '~'(c)'Theelection provided for in'subsection (a) with 

201'eSpect' to' taXable years beginning after December ~ 1, t93"8j 
, , 

21 and before January 1;' 1942, may h«!exercised by the tax:': 

~. payer' at~' or at any time prior to, the time prescnDed for the 

23',J fililig'of' the taxpayer'S' 'return for the taxable year of the 

24\ 'taxpayei beginning in 1942, or if there is more than one 

25 taxable year:of 'the uixpliyer beginDingin 1942, for" the 1asC 



l! ; tltxable"year so .beginning' (162); 'pravidealhel recohls of tKe 

2 ' ·taxpayer' are 8ufficient iopennii, an' 'accUT(lCe !computation 9f 

~ . income lOr' s'uchyearlf,:and ltaa;paJe1'ilccm8ent.!W41tIJwt'iting 

4 to the ~ses8ment,: witht"';lSUcft 'peftote as, mail 6e,ti!}1.'eedlttpok, 

5 'Of .b,ny ;deficiency. for BUehl '!J6ctr8; l<evi'li' 'thtJugk .I[Tt~: 'stdtitoiy 

'($ I period for' ;t~e . aSSeBS1]lent' bf '.:Qny. 8Ucht'defi,biency· IAoi11e:tpir~d 
,-

.'1 prior tolhe ming of Buchc'onsent!', . , . Ii. 1 ,; ~ 1 . , ) 

8 (b) TAXABLE; YEARS' SUBjECT '!to: "PRIOR; IJAws • .a.. 
19 Section 223 (d) 'of theltevenue Act,()f 1939.: riS i aIDehdea 

10: by striking out "within one year :from the:da'teof.the enactJ 

"11: ment of this Act" -and inserting in 'lieu' thereof ' ~'at· or! 'Pridt-

12 ' to the : time' prescribed for ,the filing of the taxpayer's' return. 

13' for the'taxablel year'of'thetaXpayer begiiming'in{1942, 61-
• 

14 if there is more than' one taxable yeai' of the taxpayer liegiDJ: 

15 ning in 1942, for the last taxable 'year 1;0 begiiming". 
.. I 
l· • 

16 • SEC. (163}14o IS7\ EXTENSION OF DEDUCTIqN FOR AMOK!. 

17 

18 

19 ,I', 

TIZATION OF EMERGENCY,j FACILi~ 

• 'TIES (l64)N'pERSQ;N$ M'BERTB.'.JII 

., • ,~ • ( , r 
I j 1G9~RATIQJI&t:l~ :1 " ,. ~!' i I I 

20 . (a) GENERAL ,R ULit."';'The rust sentence 'of Section tU 

21' ta) JS8mended tojread as'followSt ''Jl:ver,t person, at Ilia: 

22: election; shaD be entitled to a .ileductidnj With; respect to tlie: 

23 amortization of the adjuSted basiS: (for d~ gain) or 

24, any emergency fucility,,(u ,defined:,iiw !8Il~on (e) J; 
n.. 1. __ ~.3 "od of •.. .... - N f • - • • 
IN" UIiISUI.l on a pen ,Ilixty monl.Wlo .J'" u,,;, -j I,' ••• : r ,11 

• 
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,1"\ "" (b).ELEOTroN~F(AM'OR'PZATloN..-&ction' 124 ,(b) 

'2 "is' ame~ded ~Y adding at the end thereotthe following new 

\3('1I!entex¥:e::'~In-thtt 14la~ of 'lUlemergency facility complcted 

.4;.,\Of',a.ed. (1~ aft~De~mber31, 1939,,and before June 

\5. \U,.194O, lty a.'eorporlltwn,·.or '(2) after December 31, 193ft, 

\~.,' and ;be(of-e,J.~UUAry' ,1", ~942~ by a. person other than a COl)-. " . 
7 poration, the taxpayer's.,election to·take the amortizatiQtl 

..8...;-,WtlctiPn.Jl{ld ,Iiobegm., such, pel'iQd with either the monCh 

19r ,'£ollowitJgthe month ~,which the facility 'WllS completed 

1Q,·~r ·Iltqhirea. 'ol~,,:withthe succeeding taxable year shall be 

lJ,j!,~~ only ·by' -a!st(ltetnent ia. writing' to that effect to the 

. ~;!; ;Oo~Bi~ner '>aDd shall be 'made' before the expiration nf 

19. ,(165~l'f)e_.Bionths after the" dllte. of enactment .of the . ' .' . 

1~i~llllivenu81Act ofl942."· . 

15 ," i c)r~ID.fINATlOl(OFAMOnTIZATIOB PERIOD.-

Ifjr!1U :(166)(1), Section 12'4, (d) . (3) is. amended ~ read as 

1"'''·'·1~-110WB·'''-·'.'·'·' .",;:':' • I. _ llW ..... '.J _. 

Ultn fli-lrr.'! (3) In -the'CUe' pfa ;taxpayer which has not 

19 elected, in the manner 'pmreribed in subsection (b), to' 

20:: r I'.: taJUhB 8JfIDl'tizat.ian .deductiooWitk respect to an emer':'; 

2].,.: ~.. .' geney ~cilify, if the .:date 'of the procla.ma~ or the. 

~' . .• 'm.te t!pflCiiied in the ~cate; referred to in paragrapli 

~ (a>;; (l}':of this ~ Whichever is earlier, is before the' 

~ (')) LGpiration or siXty months from the last day of the monOC 

25 in which such en:iergeney. facility; was oompJeted 0; ac.:: 



\l .• :\'l ~ui[~~ •. t.hen\ih~~p~.6r~y,ereQt:(utaCc~an~ witii .. 

2,~'" ,iatagrap!tl:, (4r'~ofl fuii ,s!bl¥l~l ,thi! ~:~rtizatiQ!l . .. . ' '''''';"'', '" 

3 ... deduc~1il Plovlded,..: lli$~bseCliion (a), tts~g ,~am~~ : . .. . .~.... ' . . ~ 

• • • +·d b' ..;!.;..t~ -:.\...... \., 'foll .!II. .l.._ 
~'" "1!ZlitiOIJ,,perlO. I ,eli>~g ,\'\'J.W!.JI!:.lC 1]JlO!lt~. ,owmg .,..,. .. -" - ~ .' . -", . . . . . -; . 

5 month iiI.. which the emergency facility wa~ ~ompleted 6}"' 
• . . ~ ~6" . 6: acquired and endiI),g, as ,ot the,en4;Qf:lih@ m9p.th .withid 

., .. • #if.~ • '. 
'Z ,. ,w.lllJlh. ,s'iIch.p~~IJWft& iaSH~ (qIj 'Within whicli 

• 
• 8.: •. : oolluIT/3d ,the date ,sp.eci&.d, iu such:;cer~at~l ~hichever 

ill, th& earlier." 
• • 

10, (167)(2) Sectiol,l,U (d) is amended by j1l8eTti'Hg at tluJ 
• 

J,l .-M,thereof the following new para!}1'apll:: 

12, . . U(6) In tMease oj a ta:tpayerwhickhas n~t eleetet4 

l,l. . i.r,&\themann~ prescribedin,subsectiqa (6) .. to, take <mC 
• 

14.\ " .', (lmortization ded'UCt~ wiih .respect to 4n. emergemt!l 

15" "./.a(:ilitrJ,. if the dateo! the pro(:lamatio'fl, referred to m 
1& ,'" paragrap'A (1) ,ofthi.uv,bsection or the date specified '" 

17', ,th. ,eer:tificclle referred to in. paragrapk (11 of this ~ 

18' ,,,,eqti~ is b6f()J'f the COf{Ipletm. o181ll:1 emffrgettey facility; 

19 ' th~ 1M ta:r;pager' may elect (in accordance with parQ-f 

20,\' , . 'grapA. (4) of thissvbsectimJ) .tA. amortization deduct~ 

2h" ,'FOVided in 8U6section (a). using an amqrtization ~ 

22 , ' IiegiMingfA,'ith 1M mORtA. in, u'AicllAe~ion. rB€ 

23· ~'"'ction, erectw.., or "l6lallatioA of IMemer!J6M# 

24 . facility toGS begtfft and ending as W 1M end, of.1Ae ~ 

2S ,·with",. whi.cA't.,1UCl proclamation ",as. tssuetl or with. 



,1~ 

I 1 " .~ ,:w~/ch-s,;'JCurred~the d?te 8~~f}~.,j, the certificate. referred 
,,,.~ •• ,., .... J- ' 

:2' .: ,to in para1rl1;ph (1 'O!o'~/!~ !Yfsec.tion~ which8ver is the' 
: .... , j .. .; • • • • . ,. 

3~' . sarlirn~" !:. J ' , :~. -." -~ . :.. l:A tt; j. I . . '--~ .. 
'. -( . . 

'4':.' jd) ,DEnNlTI~S.~ectiol?i24: (4:-i;~m;~ded .to'read 
- . .. -

"6 ~ilS follows: " • ' 

8· ' 'tiOIl,' the term: ·emergency,.facility' 'ineansany facility, ... 
9 ' land, building, machinery, or equipm~t, or pari thereof, 

10 the construction, reconstruction, 'erection, instalfation, or 

11 

12 

13 
• 14 

15 

16 

17 

18 

• 
acquisition of which was completed after Decemher 31, 

. 1939,'· and' with respect to which a certificate under sub-! 

", " section! (It has 'been: made. (168.)For the purposes 'Of· . ' 

'this section, the pario! any faci1i1y which was constructeili 

.' reconstructed, ·erected, or installed by any person afle1i 

December 31, 1939;'and not earlier than si:I months 

prior to the filing 01 a;'" applicat'um. for ~'certifiCate uruJm; 

subs~ion (f), and with respect to 'whiCh part· a certi~ 

, eateunder subsectum· (f) has been riw.de,shall b6 

deemed to be an 'emergtincy facl1l.ty,notwitkstanding that: 

the other part of such faci11.ty was eonati-ucted, recon':': 

22. ": siructed, ereCted,' or' installed earlier tlia:",: 8iZ montM 

19 

20 

Z1 

Z3 prior to the (ding of 8UCh application. . For the purposes; 

1M: 'of this section, the part of any (l69)emerge8ey facility. 

~:, 'wllich'was' constructed, J1looD:Stl\tCted" erected, or jD..: 



• 155. ' 

'11 .';1 S~alled';1>Y :11- ,C~,~~o,h.~~~ D~~.e~b~~i.G39,. ~ . 
"1 ~ f' ,if''' I...,,: ... 1.. ' ~ .. , hiOO ,. 

"~ i " ~e ()~e. J~ n~J9>l;'I .. .and~witJ!.l!t:espebno w pal.it 
.. '. ' -.' i ~ 

:3 [;'~ 'l'''lcerurcate.;,mw~$Ib~e~tiou'.(f)' has' been Imade, '!!ha1! . 

4: ~ • be4~e~dt~ be' ~~1ttrg~ncY',!9illty ,imcl to t!ve beeln 

Ii ;, eoniplet~(H)~ Juri~ ro, 1940, iioi'\vithstanding that 'the' . - .' "-, " 

6. entire',Lasility .w.,~i. completed until:after' .lune ~O: . \ .. .. 
(11) ,:' 1940.: " ' " ", , ' , 

IS : ! , f~ (2) 'EMERGENCY PEIUOl);.:...:..A I! usedjri this section, .. 
:9 the'terID'~ergency period' means the periodbeginning 

• 
10 :. '~anuary 1,. 1940, and ending on the date on which the{ 

• 
11 ' "President procIaims"that ·the utilization of /I. Eubstantiaf 

12 portion of the emergenoy facilities with respeorto whiCh 

, ·certifications-under subsection(t) i have been made is no 
• 

14,i,,' ""longer requiredtn the iDterest of natiOnal'defense."- :' 

15~','" "(e)' DETERMIN'A1'IONOF Ariros~ED BAsIs OF EMERl 

IT '" t1YSection' 124 (f) (1) is amended to read as 

18 ! " ' folloWs : 

19 If ( 1 ) There shall be included only so muCh of the 

20 I " "amount otherwise. constitutirig sUch adjusted basis as 'is 
.... " : 
~,." pt'operly attributable to such construction, reconstruction, 

22 ' "t '~ection; installation, or 'acquisition after December 31; 

23'·, ',i 11939: as either.the Secretary of War or the Secretary 

24'01 the " Nllvy' has certifiedaa neceSsaryiD the intereSt 

25 ' of ,natiOnal defense dUring the emeriencY period, which= 
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-'1 , 

;a 

;a' I. 
• 

"5' 

-Ii 

,7 

~, 

,9 

10' 

V 
1~ 

13, ' 

14 • 

, . 
e~[!ifi!anonshan be' undetsueb regulationS' 8& mq be 

,;rest~ibed, f~~ni: t~ ~~irfj~~9f.h~,!ser:re~,. ofW IT 

, and ,the: Sectetary. of ~e, ~~~~.'~ appr~vlLl of 

)eJl'tesident.'1*, :!!i:_, ' .~' , ",t • 
,. .." . 

'(2).,SeetiDn124 '(f~ (3) 'is· ~nded to read is 
, ~:)t.. • • 

"folloWIl:' ,'~ , . , .,," ,.~l"" •. ' ';>.<41 -oj 

• 

. , . 
" (3) The certificate- provided for in parngrapb (1~ .. 

.shall ~ave nQ' effeet unIes$ an appIicati~: 1herefor is moo ,. 
befol'et~e expiration,of s~ months. thtl beginning of -

, such, construction, reeonstruction. ere<;~oJl, Ql', inStallation 
• 

'or the, date ollluch acquisition, 'or before ,December 1. 

J94~, whichever is later, except that--: , ' , 

. ".( A). in th~, case of 1U). emergency facility como{ 

pleted or aequir-edby a cotporation afwr Decembet 

15 ," '.. In,; 1939, and l1eforll June 11,1940, web eertificita: 

16 shall have no effect unless anapplieatian therefor if 

l7 j ," ., rfiled befor:e tire expiration Q£(170)thRe six mont~ 

18 after the date of the enactment of tlte,Revenue Act 

19 " . of 194;2, IlDd , . (1 

20 , . .U (B) .in ~he ease of an emergency facility colD'-:: 

21 pletedor !WqairedafterDecember ~n. 1939, by:a: 

22 person other than a corporation, mch ClflI'tiW:ate shaD' 

i&3. ~ha.ve JlO effect unless an applimtion therefer is filed 

~., ,-; '.,'1 ~fOF«l the expiration ,of six months:aft.er the begia-:: 

~. , 7 Jr· .Ding of: such, COD8tI1lcti~ rtlC()!JSlrUction. erection, (It 



• 

n II ii,:!! I" IIi iI installation:. or,thiJ ldafle 'QfsUbhLacqu'isiti()n, orbefdre 

l!0~ , ': :, j ; ,·thee:x;piratioD! lOP: (1 71)th.toe&.siI»' months after the 

'5'\"", , ,I' , 

• :t" 

In M event and notwithStanding any (I)f;/;he·other pro. 
-

'visions f of this' iSect[on,' nb a:in~rti~lition! ·deduction smIl .. 

: t 

! 91 ':. I .:'.~ ?, f'( C) 'unlesS' 8.' certificate-iii respecfthereof 00-

10, It ,,,n"Qer 'paragraph (1 r : shall nave ieem &nhde;(i)ipriOtr 

11 to the filing of the taxpayer's return, ,fore subL 

121 ,,' '. '/ . ltanble .ty'eal'"i orl ptior to the.'lnakiDg ef ia.1l elect~n. 

ISll,', !. Ii :purSunnt·1to subsection ,'.( d F {S). !(1;72)or. S'ltbsectttm 

14;" ,L" ,(d)Jl(6F0f.tms:soction'to .take .the iunorti2:atAAt 

~l, 1.11" ',1£ deductiOn;'or '(ii)'.l beMre Deoembevr1j '1941,lwhieu:. 

16 ever is later; or' I,: ,I, LJI' r;. 

tL1" " , • " ...C (1))'' inth& teaSe 'of an '6Dlergeney facmtY 

1:181•• ICGmpleted~or{ a~ed by a corpomtiOilafter D&

It'; "" ,{ •. , cember'Sl,'i939,'and before 'June ti, 1940;'.Unless 

20' 01 J'l 1(:: I a Certificate'in r6Speet'th6Mohindel>' paiigi'nplf (I} 

...,.' ~" . 

,,: sliall·;ba.ve : beeiHnade 'priOr jtothe'eipiration ~ 

r ; (173)Bi:Be tfDf.'i~ montlls after the date of ~nactmHtt 

'23 i' >' I I ;: of the Revenue Act ofI 942 ; ()l'l :, " 

-24;L .~) :L.' ;; II "'('E) ;in : the,iCBS8i''Of' an"~ergi!nCy' tacilitj-

21$;,' :. ,T)~! 'oompletedoracquil'M aftet DecimlbU:~n; 1939, ana 

• 

.. . 
, . 

• 



1 before January 1,1943, by a. person other t1!an: a 

2 corporation, unless a certificate in respect thereof 

3 under paragraph ,( 1) shall have been made (i) prior 

4 to the expiration of (174}sHt ninE} months after the 

.1:>, 'last date ~pon which an application for such certifi-
.. 

6 . ' cate may' be filed, or (ii) prior to the Ilxpiration: of .. 
,7 (175}Hffie .twelve months. after .the date of enactment 

8 of the Revenue Act of 1942,.whicnever,is later." c; 

{fl LIFE T£NANT AND REMAIN'DEBMAN.~"ection 124 

;1.0, ;is;amended .by inserting at the end thereof the'following new 

n, subsection: 

,12 , "(il LiFE 'TENANT A¥l) IRE~bERMAN.-In the 
, 

l3 case of property held by one person for life with remainder 

14 to another person, the deduction shall be computed as if the 

J.5 life tenant, were the absolute ownel! of the property and shall 

16 be allowable to the life tenant."· . :; . .: -1 .. .. 
;17' (g) ALLOWA~' '.I;OESTA~ 0& TRUST.~uppleme.nt 

18 E (relating to estat~ andf;J:usts) . of: ChApter J is amended 

19 by insertiJIg at the: end therl)Of ~e. JoIIowing new section.: 

~O. "SEC.,,72. ~WANCE. O,f, ~ORTIZA~ONJ PEDUCTION..~ 

21, "The benefit of thededucf;ion for. amortization of em~ 

""'22 geney facilities allowed by section 23 (t) :shalI be allowed, 
A , 

23 to e~ates and trusts in : the same manner and to the sam~ 

24' extent as in t\le.C!l8e of.aJlJindividuaL(:~e allowable dedQC'-

25. . non, shall be apportioned. be~een the. in~e beneficiaries 

• 



.• 
1 ~d,the fiduciary under regulati~Ii$ ;'W~cJ;~p.ed,b)(;tb4jJO:tn- • 

: 2"Jnisaio.ne,:: ,with., th~ approval pf~e S,ecr~tary.~' :. . , 

·3 '. \ (h~ -P,A.RT;N"E.RS~8 • ...-Suppltl.mentlF,(r~la,ti,ng:tQ\P~t

. ,~ ;n.~rships),. o("Chal'tl)r 1, Js, 8l1).ell.d(ld" J;ly,;:\inserting, ,/,tt, U,t~ epd 

5 thereofthe following new section:., \, ", ,.," .. ,f" <, 

. 
6 "SEC. 190. ALLOWANCE OF AMO~1,'IZ4'fIP;Nt.I~EJ?1l,~'J'ION;j 

.. 7,· ,,', ,"In thlt ,Cl,lse -pfemt;lrgency 1ACiliQ,6.$'lflfi a \p¥~ership, tjJ.e 

;8\ \h,el).l)fit.. pI ,~he \d~dl\cti!>Xl.fOl'! fllllQrtizatio~"aUow.e!I\ ~:!l!~cti9n 

. 9 23 (t) shall not be allowed to the members oLa,P!lftxlershjp 

.lQ·.Pl,1~,sJI\l,U\b!l' ~owed. to~h~ p~rtIl~~hip\~ ~e· same IDaIlltqf 

.~1 'I ~~,to 'the. same extent o:sJn,lh~ 'casll of,an, i,ndi."i~ual." :: , ' 

JJ' . (.i), ,J~Jjl'l:~~A.OTm 41':r.LIC~'l':rP¥.\\ ,QF , :, E~TENSIQ~ 

1~(17~~ l'BBSONS ,()tiHln, rHA:NQO~~R~'HONS. ThJ.l 

14" ,tl:In~n<lml1nta\ mad\l .by ~ :,~el;~OD, .~a.I! ,be",effective as IQf 

, \ 
" \ 

. . - . , , 

16 --(j).,QVlW'''''~T~':\Where\ ~,tq.'.p~id,1W-der Chap

l7. \ "t~J (11~). C~apter 2B,or Chap(er~l!J, olthe Internal RCN

.,l8, ~lI:e,~d~, is in exce~s of the f4X wmch :would have been paid 

W)" ~a<l,section 124, of the XntenW, Revllnu~,C!ldel as previously 

~Q It.m~d,~d.· ,been. ,enaC$ld,on ,o,ctob~r\ ~,\1940, to read/lll 

~l, . M,leIJ.d,ed, by .th~ section, then' credit.or re.fun.d of such exce~ 

22,' may. be. mad!l~ithout interest, in. a~~~ll;Dcfl ,with the prori .. 

23 sions of law applicable in theC8~,. O,f,\erro~ons. or illega) 

~~ ,assessmllDt or. collection or overpayment ~i~e.\tax. , " " . 



• 

1M 

(178)sEC. 158. J11 AR LOSSES. " , 1 
• . 

(a) tOSSES FROM TVAR; T.AXATHJ.V OF PROPERTY 

RECO'YERED, -AND, BA818 0'- PROPERTY>-Th, Internal 

Revenue Code:i,s,o:rhended by i1lJJerting alter, section 126 the 

5 follo4g new section: . 

2 

'3 

4' 

G "SEC. 127.' J11 AR LOSSES. 
. - ... ! 

, j. " , 

7 "(a) OASES IN W1UcK·Loss DEEMED SUSTAINED, 

8 AND 'TIME DEEMED SUS'PAINED.-For the purposeS 0/ this 

,9 chapt~ 

[0 "(1) 'PROPERTY NOTlY ENEMY':OOUNTRlES: ..... 

14 

15 

16 

-17 

18-

19 

20 

21 

22 

23 

24 

25 

• 
Property destroyed 'or" seized on or after DecfmWer i7, 

1941, -in the course 'of military 0'; navoi operations ty 

the United States or any other country engaged in the 

present wllr shall 'be deemed .to have been destroyed 0'1' 

seized on a date chosen by the taxpayer in tlie manner 

provided in fiaragrapll, '( 4), whwh'lal~ between-

, .·!"fA) the iateBt'date,03 establiShed to the satis

faction ofiteCOmmillsiuner, on wh-kh 8UC'h property 

m~y be co'itsi~ed 03 hot dutroyed 'or seized; and 
" 
~. ,. - . . 

"(B) . the earliest, flate, 03 established to the 

sa.ti&faction: ~r the Oommissioner, on which·' suCh 

properly may be considered 03 having already been 

dutroyed or seized. . 

For the' purposes of this pardgraPh property within tin 

area which comes under the control of a country at war 



\1, • 

2 

3 

4 

5 

6 

7 

8 

'9 

10 

11' 

12 

·13 

1.61 

iotth the United "States "after'th&date wa1'with ~CJt .' . . . ~ . 

'country is declared by the United Stateishall be deemed 

I·to have been destroyed or seized in the course of military 

or naval operations by 8uchcountry, and the date 

specified in subparagraph (Al shall not be-tater than 

the 'latest date determined by the Oommissioner as the 

date' on which such area was under' the control of t'he 

United States or a country not at war with the United 

States, and the date specified in subparagraph (B) shall 

not be later than the earliest date determined by the Oom.: 
• 

missioner as the date on which such area may be c0nsid

ered under the control of the country which is at war with 

tht United States. 

14 U(2) PROPERTY IN ENEMY OOUNTRIES.-Prop-

15 erty within any country at ~arwiththe United States, 

16 or within an area under the control of any such COt" .... 

17 'try on the date war with such country was declar~ 

18 by tht United States, shall be deemed to have been de-

19 '~troyed or'~ized on the date war with such country 

20 was declared by the United StiJtes. 

21 "(3), INVESTMENTS REFERA1JT.TJ TO DESTROYED 

22 'OR SEIZED PROPERTY.-Any interest in, or with ,.. 

23' sped to, property described in paragraph (1) or (2) 

24 (including any interest npreseRted by fI'security ds 

H.R. 7378--11 
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• 

'~. defined in section 23 (g) (3) or'section 23 (k). (3)) 
• 
· 2 which becomes worthless shall be considered to have been 

· 3 destroyed or seized (and the loss therefrom shall be con-

4 ' sidereda loss from the destruction or seizure) on the date 

l;i , cllosen by the ta.'Cpayer which falls' between the· dates . 

6< specified in paragraph (1), or on the date prescribed 

,. . in paragraph (2), as the case may, be, when the last 

&' property (described in the applicable paragraph) to 

\ ,9 . which the interest relates would be deemed destroyed 

'1,0 or 'seized under the applicable paragraph. This para-

:u gr.aph, shall apply only if the interest. would have be-

~2 ,Oome worthless if the property had been destroyed. For 

13 the purposes of this paragraph, an interest shall be deemed 

14 to. have become worthless notwithstanding the fact that 

. 15' " such interest has a value if such value is attributable 

16 solely to the possibility of recovery of the property, com-

17 pensation (other than insurance or similar indemnity) 

18. on account of its destruction or seizure, or both. Section 

19 23 (g) (2) a~ (k) (2) shall not apply to any interest 

20 which. under this paragraph is considered to have been 

21. :, destroyed or seized. 

~ "(4) CHOICE OF DATE.-The wpayer's choice 01 
23adate under paragraph (1) or (3) shall be effective only 

24 if made within such time and in such manner as may be 
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'.1 presCribed by regulations prescribed by the.OommisSioner 

-2· withths·'approvalpf the, Secretary., 

.3 . "(b),A¥OUN'1'. OF . Loss, ON DESTROYED OIl SEIZED 

4 PkOPERTY.:....ln the case of ,an,!! property or intereati,n or 

5 .lJ)ithrespect to property deemed to be destroyed or \eized under 

'6, -suhsection(a)...:.. 

'l .' ".(1) The amount of the loss ,on account of such 

8\ property or' interest shall be deter1(l-inedwith ,regatdto 

!) any recoveries with respect thereto· in the 'taxable year 

10 but withoul Tegard to any possibility orrecooering such 

U'property 'or interest, or of receiving any compensation 

12 (other than insurance or similar indemnity ) on account 

13· 'of .such property or interest inths· taxable year or in 

1-1 any future taxable year. 

15 "(2) The taxpayer may choose to decrease the 

16 amount of tM 1088. by aU obligations or liabilities of the 

1'l l.a3.'Payer ,with respect toBtlch property or interest dis-

18 charged or satisfied out of the property or interest "po" 
19 . ita destruction or seizure, if the OommWioner is satisfied 

20 ·duD ri.ch obligations or liabilities are 80 discharged or 

21 'satisfisd in a subsequent ta.-wbls year, or that the taz,. 

22. . 'payer is unable to dt>termine whetAer or fIOt &VCh obliga, 

23 . tions or liabilities are in fact discharged or satisfied. 

2-1. Nu loss .shall be, dmned to have beeR ·sustained upon the 
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i1, . ,)deatruction ,or seizure of such property or interest to the 

2 extent that it is compensated for by the discharge or 8atisfac-

3 'tion of obligations and liabilities of the taxpayer out of such 

4 property or interest in the taxable year in which 8uch destr'tto

I) tionor· seizure is deemed to have occurred. The taxpayer' 8 

6 choice under this subsection shall be effective only if made 

,'rr . within BUch time and in such manner as may be prescribed 

·8 by regulations prescribed . by the Commissioner with the 

'.9 approval 01 the Secretary . 

10 

11 

12 

13· 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24. 

25 

. , 

. !'(c) ,RECOVERIES INCLUDED IN GROSS INCOME.-

"(1) GENERAL RULE.-Upon the recovery in tM 

taxable year of any money or property in respect of 

property considered under subsection (a) as destroyed 

'or seized in any prior taxable year, the amount of 

such recovery shall be included ingroM income to the 

extent provided in paragraph (2). 

"(2) A~OUNT OF GAIN INCLUDIBLE.-The amount 

of the recovery of any money or property in respect of 

prop~y considered under 81Lbsection (a) as "destroyed 

or Seized' shaU be an amount equal to the aggregate of 

suCh money and the fair market value of BUCh property, 

determined as of the date of the recovery. To "the extent 

that BUCh amount plus the. aggregate of the amounts of 

previous such recoveries do not exceed that pan of the 

OflflTe!Jate of the allmDable deductions in prior taxable 
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1 years on account 0' the destructimt ot-,'8eizuN'ofproperty 

2 described ,in subsection (a)l,which didnofd~es1llt in a ie-

, 3"d'liction of anytax.ofi'theAaxp'ayer,u'ruier<:this chapt'&r, 

, 4" ,such ,amount shall nOt ,be includible 'in ':groSs' income and 

. 5 ,.shall 'hot be deemeilgain upon.the involuntary conversiOn 

,,6 . of property as a result of its destrUctiOn'(},,~,seizure. 7'0 

. '1. ,the extent that, such amountpl7,LS '. the ,aggregate of the 

8, 'amounts of previous such recoveries exceed :that part-of 

9 the aggregate of such deductio1l8 which,did not result'in 

10 . 'i:I reduction of any ta3l of the taxp(lyer uOOer,th,is chapter 

11.(100 40 not e3:ceed that part of the aggregate of 81ich 

12 ,deductions which did tesule, in a reductionf!f,a,ny tax~l 

13. . the, taxpayer,uOOet' (,his c~apter,\ SUck amount shaU ,be 

14 '. ,inoluded ingroM income but shaU .notbedeemed a gain 

15 upon' the involuntary ~version of property as a result 

16 .()/ its destruction or seizure. To tluf ·e:ttent .that suck 

17, . amount plus the aggregate '()/ the amounts 0/ previous 

18' '. auch· recoveries e:roeetl the aggregata. olthe allowable de-

,19 iductions in prior tazable YBarBon account of the des~ 

20 ., tionor'~eizure of Foperty described la.subsection (tI), 

21·· ' .... sucAfUMUJtt slall ~ considered, (I gain, ,upan the ia-

22 t/Oluntaryconverlioo of property, as·, a "esulI 0/ :m 
-23, n. clulnctitM or 88ieure and shall be: . recognized or sot 

24 ,\ recogRizetl.,~ 'prOVided 'A, section 11.2, (f }A' 1/ for IIIIl}J 

.25 "'~\ fa:l::Gbla year. the\ta:rpayer\~ ..,. sidI-
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1 section (b) to treat any obligations, and liabilities as 

2 discharged or satisfied out· of the property or interest 

3 described in subsection (a), and if such obligations and 

4 liabilities were not so discharged or satisfied, the amount 

50f such obligations and liabilities treated as discharged 

• 6 orsatisfi,ed under subsection (b) shall be COTisidered for 

7 the purposes {)f this section as a deduction by reason of 

8'.' this section which did not reSult in a reduction of any 

9,' fax 'of the taxpayer under this chapter. Fo"" the pwr-

·10 poses of this paragraph an allowable deduction for any 

11 taxable year" on account of the destruction or 8eizure of 

"12 '. property described in subsection r a) 8hall, to the extent 

13 not allowed in computing the tax of the· taxpayer for 

14 restoration in whole or in part of the valUe of any 

15 such taxable year, be considered an allowable deduction 

16 . . which did not result 'in a reduction of any tax of the 

17 " taxpayer under this chapter. 

18 "(3) RESTORATION Oll V.ALlIE Oll INVESTMENT8 

·19 FEBABLE TO DESTROYED .OB . BEIZED pBiJPERTY~""" 

20 For the purpo8e8of ,.,..graphs (1) and (2), the . 

21 interest described in.lVhsection (a) (3) by-reason 'of 

22 any recovery of fTWI'I.eJI or property in respecl. of prop-

. 23 erty to which suCh inter~ related mul which was con--
24, sidered under 81Ihsection (a) (1) or (2) as destroyed 

25, '. or 6eized sholJ. be deemed (J recovery of prOP,erty in respect 
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1 01' 'P'I'oper~1J cOnsidered unde?' 8ubsectwn I( a)~ 'as dest:royed 

2 or seized. ". 

-3, U(dl BASIS OF' RECOVERED PROPERTY.~The una 
4 j'l18ted basis 0' prop~ty recover13din' respect 'Of 'fJi'opertiJ cOn

o Sidered' destroyed or seized undersubsectl"on (d) shoJl :be 

6 determined -under thiS subsection.. Such basiS shall be J.zn 

7 amount equal to ihe fai1' market value o/such' property, 

8, "determined' as of the date of the recovery, reduced by~n 

9 amount equal to the e:xcess of theaggregate>"'ot 8'UCh fflir 

10 market value and the amounts of previoUs recoverieS of monely 

11 ' o1'p1'operty in 1'espect of P1'OP81'ty considered und81"BtLbsectUm 

'la', ; (aF as destroyed 01' seized over the aggregate of the' allowable 

13' deductiotis' in prior "taxable 'years' on account', of the i1~ 

14: sf:rtLction or seizu1'e of property described in 8ubsection (a). 

15 . and increased by that 'portion of the amount of tAe recovery 

16 which under subsection fc) is treated as IJ recognized gaifl 

1 T' from' tAe involuntary conversion of property.' U Pan appli-
• 

18 carum of the taxpay81', tlle' aggregcite of tAe bQ868 (determined 

19 "under tAe preceding sentence) of any properties ,.ecovered i'n 

20 respect of properties considered under sUbsectiOn (aJ 'tIS 

'21' destroyed w Seized maybe allocated 'a'mong tlle yropertUa 

'22 80 recovered in such manner as the Commissioner may deter- . 

23 mine under regulati0n8 prescribed by him with tM, approval 

24: of the' Secretary, and the amounts 80 Gllocaled' to any sucA 

25 property 80 ~ shall be tlle u"oojtl3letl 'baN of sucA 
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1.'{I1'opertY,in lieu of thfJ unadjusted basis of such property 

2 determined under the preceding sentence. 

, 3" (e) 'PARTIAL WORTHLESSNESS OF CERTAIN IN

~, VESTMENTS, IN DESTROYED OF SEIZED PRQPERTY.-

'l> "(1) DESTRUCTION OR SEIZURE OF INVEST-

.~ MENT.-. If a taxpayer owns 50 per centum of each class 

7 . of stock {)f a corporation, if such corporation has prop-

. 8 erty described in subsection (a) (1) or (2) deemed to be 

9 destroyed or seized, the adjusted basis for determining 

10 loss of which iB at least 75 per centum of the adjusted 

~l basis for determining loss of all such corporation', prop-
. 

12 erty;and if such corporatioo completely liquidates within 

13 one year after such property is deemed to be destroyed or 

14 • 
seized, or within six months after the date of the enact-

,15 ment of the Revenue Act of 1942, whichever is the 

16, later, then that part of the loss by the taxpayer on such . 

17 .,li:quidation which would be attributable to the destruction 
• 

18 ' ,Qr seizure of such property, as establiBhed to the satisfoo-

19 ~ion of the 'Commissioner, shall be treated for the purpod 

20 (Jf thiB chapter as a loss by the taxpayer upon the dest1"UO-

21 lion or seizure of ~ paN of..the stock of the taxpayer. to 

. .22 which ~h loss is allocabla..;. .. Such part of.~ of 

23 . the taxpayer shall be trf!lled for the purposes of 8UlJsec-. . 

~ ,lions (b), (c), and (d){as property described in BUb-

25 .section (a) (3). 



(u)~ 

1 . ,,",(2),ApPLlCArl,ON,QI( 1'4RAGllAPlfJlj.-.:lrQr. f/l,e 
, , 

2. \ . I purposes. oj,pf!-ragraph (1)tf-

3 ~~( A), In, deee.rmining ~he, ~iust,e4, ,h~ ,cd' '!Jll , , , 

~: . I the 'prop¢tty of the. .. c.Qrparq.t~o",,; ;th,ere: s~all, be ~ 

.5\cl'l1,ded mcmey i'fl, .th6"Unit~'iSto,tes" bank ,deposits, 

,I;) . Ithe right to receive money fromjJ,nll' :person not 

7 situated in a country at war ~ith the United States 

,8 ,or in Cl territory u'!Ide1! the,control of IfUc~ a po,!ntry, 

9 and obligations issued orguo:ranteed as to princip.al 

;to . ,or, interest 'by the,United.sta~esi ex,.cept,that there 

,:U,\, s,ho,ll,notbe excluded.any,su'Chproperty 'which: is 

12 destroyed or seized as described i~, 8'Ubsectwn (a) 

13 , . ',within or before the tazable period. , 

J4" ')\ ", ,·,"IB), The.adjusted basis. of property of such 

15, corporation shaU be' determined as of t/l6 date 

;16 , immediately preceding the first aate ,on which any 

17., " ' ,property was destroyedm',seized, as described :in 

1& ' " ,,\.mbsecti01l (a), or'as of ,any .later dat8 falling 

19,(.", w.thin, or ,before the tazableperiod, on the basis of 

20 whi4 ,such determi1latiOfl ,'1J1iU .produce G greater 

~ \., " '. amount. 
• 

22 • \'(1) DETEBJlINArIOl( OF ,!,..u BENEFI7s.-The deter-

23 ,mmation G8 10 whether and to whst eztent CIA ollowabk dedvc

.24' tiott"~ (I(lCOt£Ilt 01 thedes~ or seiz1,... 01 propertY, 

25, described in ,.wbsecti()ti (a) ditl or did ,~, ~ in G red~ 



1 . tion of any tax of the taxpayer under thiB chapter shall De 

2 made in accordance with regulations prescrihed by the Com-

3 miBsioner with the approval of the Secretary." 

4 (b) TAXABLE YEARS TO' WHlCH AMENDMENTS 

5 ApPLlCABLE.-The amendments made by tltiB section shall 

6 be applicable to taxable years beginrting after December 31, 

·7 1940 . 

. 8 (179}sEC. 159. RECOVERY OF UNCONSTITUTIONAL FEDERAL 

9 TAXES. 

10 . (a) IN GENERAL.-Chapter 10f the Internal Revenue 

it· Code is amended by inserting after section 127 the following 

12 new section: 

13 "SEC. 128. RECOVERY OF UNCONSTITUTIONAL FEDERAL TAXES. 

14 "Income (excluding interest)aUributable to the recovery 

15 during the taxable year of a ta:e imposed by the UniJed States 

16 which has been 'hiI.d uriconstitutional, and in respect of which 

17 a deduction was . allowed in a prior ta:eable year may be 

18 excluded from fl"088 income f01' the ta:eable year, and the 

19 deduction allowed in respect thereof in such prior ta:eable 

20 year treated as not having been allowable, if-

21 "(a) The taxpayer elects in writing (at such time 
• 

22 and in such manner as may be prescribed by. reguJations 

23 prescribed by the Commi.!sioner with the approval of the 

24 Secretary) to treat such deduct.Wn as not Aaving been 

~ allowable f01' such prior ta:eable year, and in addition 
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1 to treat any taa: (including interest with respeCt theretO) 

2 under Ohapter 2D or the corresponding prooisions or a 

3 prior revenue law paid or-incurred in-respect of the 

4 \ .. recovery of. 8'UCh unconstitutional taa: as having been paid 

5 or incurred in such prior tiwable year, and 

6 "(b)' The taa:payer consents in writing to the as-
'1 sessment, within 8'UCh period as may be agreed upon, ()f 

8 any deficiencies resulting' f'!'ofn 8'UCh, treatment, even 

9 though the statutory period fOr the assessment of any 8'UCh 

10 \ deficiency had e:cpired prior to the filing of 8'UCh consent." 

11 (b) TAXABLE rEARS TO WHICH ,APPLICABLE.-The 

12 \ amendment made bY8'Ubsection (a) shall be applicable with 

13, respect lo taxable year, beginning after December 31, 1940. 

14 (180}8EG. I4l. F9REIGN ~ CREDIT QN Al'd9UN'1' 9i! 81m-

15 81DlABY 9i! F9REIGN 8:uB8ID1ARY. 

16 (181)sEC. 160. FOREIGN TAX CREDIT. 

1'1' \ (a) CHOICE OF CREDIT.-Sectwn 131 (a) (relating 

IS'to,allowance of credit for tazes of foreign countries and 

19 possession& 'of the United States) is amended to read as 

20 foUows: 

21"' "(a) ALLOWA..JtlCE OF OREDIT.-lf the to:xpayer c1wo&es 

22 to 'have th6 bene{it8 of thu section, th6 tax imposed by this 

23 chapter, except th6 tax imposed tInder lJeclioR 102 or section 

24 450, slall be credited with: 

25 "(1) C,TIZEXS AND DOMESTIC CORPOlUTIONB.-
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\1 ',' In the case of a citizen of the United States and of a 

2 ,', domestic corporation, the amount of any income, war-

,3 profits, and exces8-profits taxes paid or ,accrued during 

4 the taxable year to 'any foreign country or to any pos-

5 session of the United States; and 

.6 "(2) RESI])ENT OF UNITED sTATES.-In the case 

7, of a rl!sident of the United States, the amount of any 

8 such taxlJ!J paid 0: accrued dv,ring the taxwle year to 

9" ,any possession of the Unite4 States; and 

10 "(3) ALIEN RESI])ENT OF UNITED'STA.TEs.-In 

l:J.' the. case of an alien resident of the, United States, the 

J.2 amount of. aTJ-Y such taxes paid or accrued durin!J the 

13 ,taxwle year to any foreign country, if the fureign coun-

14 try of which such alien resident is- a citizen ur subject, 

15 ,in, imposing, such taus, allows a similar credit to citizens 

16 of the United States residing in such CWJntry; and 

17 "(4) PARTNERSHIPS AND ESTA.TES.-In the caae 

18 ' of any such individual who is a member of a partner8hip 

19 or a beneficiaryvf an estate or trust, hia propurtionate 

20 8hare of such taus of the partner8hip or iJI,e estate or 

21 trust paid or accrued during the taxwle year to a for-

22 eign country or to any posstissionof the U ni.ted States, 

23 . as the case may be. 

, 2~ ,"Such choice may be made or changed at any time prior 
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. 1 'to the eXpiration of the period prescribed f01- 'malcing a claim' 

2,," for Icredit01' refund of the ta:t imposed by this ,'chapter." . 

. 8tb)' DEDUCTION DENIED IF OREDiT OiIOSEN.-Se~ 

4 tion 23 ( c) (1) (0) (relating to deduction from gross in-
5 come for taxes) is amended to read as follows: 

, 6· .. (0) income, war-profits, 'and e:cCes8-profits 

> 7 . taxes imposed by the authority of any fbreign country 

8 0'1' po~session of the United SlateS, 'if iM'taxpayer 

, 9 chooses to take to any ea;{ent '~he benefits of sectwn 

10 131." 

11 (c) The amendments made by subsections (a)' and (6) 

12 shaU be applicable with respect to taxable years beginning after 

13 December 31, 1940. 

14 (182)(d) LIMIT ON OREDIT IN OASE 'OFOORPORA.-

15 TIONS.-8ection 131 (b) is amended to read as follows: 

16 "(b) LIMIT ON OREDIT.-The amount of the credit taken 

17 under this section shall be subject to each of the foUowing lim-

18 . itatiotas: 

19 "(1) The amount of the credit in respect of the ta:z: 

20 paid or accrued to any country shall Mt exceed the same 

2i proportion of the ta:z: against which such credit is ~ 

22 . which the taxpayer's net income from sources withift suCA 

23 counlrg bears to his entire net Uu:ome, . in the case' of tI 

24 cazpayer . otAer tho" a corporation, Or' to the sum 0/ the 
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1 normal-tax net income and the amount of the credit for 

2' adjusted excess profits net income provided in section 

3 26 ( e), in' the case of a corporation, for the same to:»-

4 able year j and 

5 " (2) The total amount of the credit shall not exceed 

.6 the seime proportion of the tax against which such credit 

7 is taken, which the taxpayer' 8 net income from sources 

·8 without the United States bears to his entire net income, 

. 9 in the case of a taxpayer other than a corporation, or to 

10 the sum of the normal-tax net income and the amount of 

:tl the credit for adjusted excess profits net income pr01nded 

12 in section 26 ( e), in the case of a corporation, for the 

13 same taxable year." 

14 (183)(e) CREDIT ON ACCOUNT OF SUB.8IDIARY OF FOR-

15 EIGN 8UB8IDI~y.-Section 131 (f) (relating to credit for 

16 taxes of a foreign subsidiary) is amended to read as fonows: 

17' "(f) TAXES OF FOREIGN SUBSIDIABY.-

18 " (1) FOREIGN SUBSIDIABY OF DOMESTIC OORPo-

19 RATION.-For the purposes of this section, a domestic 

20 corpomtion which owns a majority of the voting stock 

21 of a foreign corpomtion from which it receives dividends.' 

22 in any taxable year shall be deemed to have paid the 

23 same proportion of any income, war-profits, or excess-

24 profits taxes paid or deemed to be paid by such foreign 

25 corpomtion to any foreign country or to any possession 



,1 of the U JJited States, upon ,or with respect to ,tl:t~ accumlJ-

2 1ate4, profit$ of such foreigI1. corporatioJ:!,',n:O:\ll whi@ 

~ , such. dividends were ,paid, which ,the ,.amo';llt of such 

4 dividends' bears' to th(l JlID.ountof· such '.accumulated 

5 profi~; Provided, That the amoqnt o~ tax deemed to 

.6 hav:e, been paid by such domesti~ corporation under this 

7 subsection slu!Jl in no case exceed, ~/}same proportion 

8 of th~ tax against.which credit is taken. which the amount 

9 of ,such divi4ends bears to, the amount :of the normal-tax 

10 net income of the domestic oorporationin which sucb 

11 dividends are included. . 'rile tel'JD, 'accumulated profits-

12 when used in this subsectio~ in reference to & foreigII 

13 corporation, means the amount pf, its gains, profits, Ot 

14 income in excess of the income, war-profits, 'and exce~ 

15 profits taxes imposed upon or with respect to suell profits . 
• 

16 or income; and the Commissioner with the approval 

17 of the Secretary shall have full power to det~e from 

18' . the accumulated profits of what yeax or years such diVi-:-

19 dends were- paid; treating dividends paid in the first , 

20 sixty days of any yeax as 'having been paid from the 

21 ,accumulated profits of the preceding yeax or yeaxs (un-

22 less to his satisfaction shown otherwise)~.and in othe~ 

23 respects treating dividends as having been paid' from 

24 tho most recently accumulated ~ profits, or eaxnin~ 

25 In the case of & .foreign corporati~ the income, ~1'-
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'profits, and excess-profits taxes of which are determined 

, on ,the basis.' of an accounting period of less than OD(, 

year,. the word 'year' as used in this subsection shall be 

construed to mean such accounting period. 

"'(2) FOREIGN SUBSIDIARY OF FOIUJIGN CORPORA

TION ~-If such foreign corporation' owns all the voting 

, stock ( except qualifying shares) 'of another foreign cor

poration from which it receives diVidends in any taxable 

year it shall be deemed to have paid the same propor

,:tionof aziyincome, war-profits, or 'excess-profits taxes 

paid by such other 'foreign cOrporation to any foreign 

Country or to any possession of the United States, upon 

'or with respect to the accumulated profits of the corpo-

ration from which such dividends were paid, which the 

. amounli of such dividends bears to the amount of such ac-

16" tmJi:lulated profits." 

17 (184)(f) OREDIT FOR TAXES IN LIEU OF INOOME, ETO., 

18 T AXES.-8ection 131 (relating to credit for ta3:es of foreign 

19 'countries and possessions of the United Stata) 18 amended 

20 by inserting at the end ikereof the following new subsection: 

21, "(A) OREDIT FOR TAXES IN LIEU OF INCOME, ETO., 

22 TAXES.-F'or W1e 'purposes of flI.is section and section 23 

23 (e) (1), the term 'iicome, war-pro{its, and ezcess-pro{its 

24 ta:r:d' ihall include a ta:l paid in lieu. of a ta:e upon income, 

25 war-pro{its, or e:r:cess-pro{its ofll.erwisegenerally imposed by 
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1! any' loreignco'Untry 01' bJj' an'!lpossessio~ lot, the I' United 

, 2 Slate8.'J, 

3 SEC. (185)l4a ,161. EXTENSION OF i CbNSOLIDATED RE. 
.,. c ~, ", I 

'TURNS PRIVILEGE 'TO CERTAIN COR-

'PORATIONS; 

:6 - • _ (a)GENEW RULE.-8ection 14v(h~Iating to con

"'1solidated returns of railroad corporationS)' ,isamellded to read 

'8 as follows: 

9 "SEC. 141. CONSOLIDATED RETURNS. 

10 ,~t (al PnmLEOE TO FILE CONSOLIDATED INCOME AND 

11 EXOEss-PnOFITS-TA."{ RETtrR~s.-'-An '.sffiliated'·'group' 'of 

12 corporations shall, subject to the 'pro\lisions of-thiS section, 

13 have the privilege of making' consolidated income 'aildexcess-

14 profits-tax returns for the taxable year in lieu of . separate 
• I , 

15 returns. The' making of consolidated tetulns' shall' lie upon 

1~ the condition that the affiliated group (186) (wflieh,' fa!' eeB-

17 8eJidtited. meelfte te petflm f1u,!,eses, shell mooule' ee,!,8m 

18 t.ieBS stthjeet te the tei:lllflesetl By this ehtlflter whe~eF er 
• 

"19 00.: SIleft ee"llel'lltisfts ftl'e. meluilible ffirellBse1itilited. e!l:eeSB 

20 freBte teo petltFft flH'~8Bt!S)' shall mue both, a ~nsolidllft!d 

21 income-tu return and a consolidated excess-profits-tax return 
22 for:the taxable year, and that aD corporations which (187)a1 

23 any time. during the tusble year have been members of the 

24 affiliated group milking a consolidated income-tu return con-

n. R. 7378!S--12' ,,-



1 'senno all the consolidated income-and excess~profits-tax r~g-

2 ulations prescribed under subsection (b) prior to .the last day 

. -~ prescribed by law fur the filing of ~uch return. The making 

--~4~ of a 'Consolidated income-~ retm:n shall be considered as such 

5 consent. In the case-utA-corporation which is a member 

6. of the affiliated group for a fractional part of the year, the 

. 7 . consolidated returns . shall indude th e income of such corpo-

8 ration for such part of the year as it is a· member of' the 

9 affiliated group. (188)lnthe caJJe of a corporation which is 

10 not a member of the affiliated group afte,. March 31, 1942, of 

lIthe laJJt taxabl& year of such group which begi'TUI befwe April 

.12. 1, 1942, . such corporation ~hall'not be considered a member 

13 .of the affiliated group forcoll8olitlat£d income-tax-retu'1'1l 

il4 purposes ffY!: such year but shall be considered a member' 

15 of 8UCh_gr9?fp lor consoliJated .excess-profits-tax-retuFn PM-

-16 ·poses for 8fLCh year, ;and the-consent required in the case of 
-

. -17iruchcorporation shall relate only .to the consolidated excess-

18 profits-tax regulatio1I8 . 
• 

19 .. {b) REoULATIONs.-The Commis.c;ioner, with the ap-

20 provaJ of the Secretary, shall prescribe such regulations as 

21 hemayooem necessary in order that the tax liability of any 

22 affiliated group of CQIllOrationsmaking consolidated income-

23 .and excess-profits-tax returns and of each corporation in the 

-24 groop. both during and.after .the period of affiliation, may be 

25 returned. determined. computed. assessed. conected~ -and ad-
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1 ,juBtedoht such"mannera,s deady tll~efle(lM,he:iDcome-lllld 
..' ,.! 

2 excess-profits-tax liability and the vario]IlI ,fac~~\ $.eq~sslQ'Y 

3,·, 001-·14e, deterplination,of i Ifuchr, lia.bility i an<l rinl tllider to, p~ 

~. l'1eU!tayltidarule of such tax:lillbility..' 08~)$uC'" ,,~gul(Ztiqns 
. 

5: sli;qll, prescribe theQ/rrtount of the net operp,ting ~~8 ,a~q,uctipn 

'G {)fellcli;,membe1' lof the group wh.icli;i&!attri,Qu.tahle,to :a;ded~ 

7 tion allowed for a ta.rable year beginning in; 19.41: O1HU)C01fnt 

8, of,propertg.consi4ered Gs· deatroyed ,lJr I~ized under ~c-

9 tion 127 . (relating to war lO~e8),and the·allqwance ('pI 

.0 the am8unt BO prescribed as a deductionincOf1I/I1uting (1@ 

.1, net, income 01 Ike (j'I'oup Bhall not. be limitedbg the amOllnt 

.2 .01. .the ~et income of :sucl mem~~r • 

. 3 .. (c) COMPUTATION AND fAYMElll'T:OF .T~-In any 

L4 case in which consolidated incomfl-'-taxan4 ~exeess-profits-tax 

La returns are made or. are required to bEl made, the !taxes shap.. 

L6· .be determined, computed.· assessed, rcollectell, .ancl. adjus~ 

l7 Inoccordance with the regulat~on.s under . subsection (~) , 

L8 . prescribed prior to the lastdayr>res~bed.by Jaw for the 

[9 lUing of ,.sucb .retnrDs; .except ,that. the J,u imposed illDder 

~ $ecUon 15, or flection 204; shall be increased by 2 per eenhuIJ. 

u of the consolidated· corpQration surtax net iIloome 01 th_e 

~ affiliated group of includiWe corporations. Only pne specific 

i!3' exemption of (190)$19,999 15,000 provided in section 710 

~! (b) (1) shall be allowed for the entire affiliated group of oor-
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: '1" potations for the purposes of the ta3: imposed by Subchapter 

'.2E of Chapter 2. 

-'3': ' : . H (d) DEFINITION OF 'AFFILIATED GRoup'.-As used 

4 ill this section, an"affiliated groupl means (lne or,more chains 

'5 \ . of illcludible corporations connected through stock ownership 

6' with 'a 'common parent corporation which is an includible 

'.'1' corporation if-

'8~' (1) Stock possessing at least 95 per centum 'of 

'9 ' ,. the voting power of all classes of stock and at least 95 

'10 . per centum of each class of the nonvoting stock of 

'n '~ch '. of the includible corporations (except tbe common , 
12 parent corporation) is owned directly by one or 'more 
13.;: ; .-of· tlie' ()ther includible corporations ; and 

1.4 ' ..' :. ''f (2 ) The common parent corporation own! directly 

!i5 f
? < cLlitoclt possessing at .Jeast 95 per centum of the voting 

l~;': ,):, powet of all classes of stock and at least 95 per centum 

If: . :'of each :class of the'nonvotirig stock of at least one of 

'lS:'the othermcludible corporations. 

119-"As used'ill this subsection, the term 'stock' does not include 

'20' .nonvoting. stock which is limited . and preferred as to 

"21 dividends: 

22' .. U ( e ) DEFTh"ITION Oil 'INCL UDJ:BLR CORPORATION'.

'23 ~ AS used in this section, the term 'includible corporation' 

24' ;m~ any corporation except"":'" .. 
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-1, , "~ 1 ,)Coryoratjons exempt unde~; filectJOJ;l; 1 ~)J., :f.rotp 

,the tax imposed ,l>~ ·thlfil ;chapter. . . , , . 

4 I deuectii).D 201 ~r207.~ 

J), ".(a). Foreign Corpo~iltions. - !-

~ .. ' ::' (4) Corporations entitled .tQ the .l>e~t~ ;o.f,liection 

7 .25,1,..;.b1. .l'easoll ohece~vinga .large pel,'ce.nt!lg~ lot ~e~ 

~ 'income, from sources withlnpossessioW! ,pt tllllj UJlited 

9, States (191), elEeep~ eOfllomtienseleetiBg' HBElerofle~ti~ 

10 ~~' B6i te lte mad liBEler ~ seetio~ 

11, " (5) CorPorations organized under ~e ,ChinaTrad~ 

12 Act, 1922~ 

l~ ee( 6). RegulatedinvestmcIlt, .:compan.ill~ I ~ijbj~q; tOr 

H 

15 

tax under Supplement Q. 

(192)" (7) PepsoRal serviee eOfilomtieRS. 

, .... " , ; 

16 ~PepsoRalhelil:iftg eOlRllaRies AS. \E1..,i ¥t 
17 seetieR eGk 

18 !!..{9}-~ eoasoliliatei aeess proftts ts ~amt. ptIf"I 

19 poses, eOfllerati8B:S a:elRll' liBier BeetteR ~; ~ tIter 
20 . te impeser} by SIlBeft8pter E til Ghaptef .~ . 

21 cc (f), !NCLUDIBT·E b"SlJl!.ANCE. CoYPANlES.;-D~it,e..: 
. 

22 the provisions of paragraph ,(2)01 subsectio~' (e). two or_ 

23 more, domestic insurance companies each of l':wch ;is sub--.;, 

24 ject to taxation under the SIlme se<:tioq . of ~, chapte~: 
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1~shitll! be considered as includible corporations for the pur-

2 pose of the application of subsection (d) to 8uch insurance 

3 companies alone. 

4 (193)!!-{g)- lNel>~IBl>El FEBs9lffi- 1Iel>BfN9 C9l\( 

5 PANIES. If the eefHfHtifl flftfeH* ee'l'efftti9ft 91 II! greufl 91 

6 eerpef'ft.tieHB whirR weultl ~ ftfl lI;#fiiillteJ gpen~ 'Wef'e * ~ 
7' }ep'tfte.llpevisieft8"~ JlIld'll:gi'8>JlH -(Sf 91 !Il:lh8~eti8fl # Mtiir 

8' Res the steeJr eWfleIship fe!):ftifCfHeHt Jlf8viaea itt seetiefl hGI

'9' -{ftt' -% attdthegr6f!s meeme ,91" 8fteIt~ grear, aeteffHmed 
. . . 

10 H:Baef fegalfttiefl9 Jlfesetilleir H:BftePBHflBeetiea .-fI+i sa.tisfies 

11: the>'gfflSSiBeefHe!F~efHeflt JlTevided ittseetieH hGI- # 
12 % the seveffl:l eerpeFlI;tieflB 91 sueft gt'6Hf! sltttJl.; deSflite ~ 

1~ ~re¥isiefl9 ef JlIlf'ftgi'IlJlR -f8tffl BHhseeti8ft #, Be t!6HsideFed 

14 ftlJ ~ eerpef'fttieHfI f&p eeflselidftred iBeame iftl[ FetlH'B 

15 JllHlIeses. 

16 ~(t94>W- (gJ Si:h3sIDIABY FORlfED To CoMPLY WITH 

17 FOREIGN LAw. In the case of a domestic corporation own-

18 ingor 'Controlling, directly or indirectly, 100 per centum of 

19 the capital stock (exclusive of directors' qualif)ing shares) of 

20 a corporation organized under the laws of a eontignous for-

21 eign country and lnaintained solely for the purpose of co~ 

22' plying with the laws of such country as to title and operation 

23" of property, such foreign corporation may, at the option of 

24 . the domestic corporation, be treated for the purpose of this 
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'1 ,chapter and; of Subchapter,R of Chapter,;2;r'as ~)domest~ 

2 corporation. 

3. "(11)5*, (h) SUSPENSION, OF RmrJl.'lNO 0:9 H!TATU'ltE 

4 OF LIM1TATIONS.~n 'al!lotice 'undellsecti0!l!212 (a) i!n 

:5 . 'respect of 'a deficiency fot ,any" taxable year(fsID:iilled :to ;a 

6 corporation~ th'e, suspension' of, the· running of ~ the statute m 
'1 limitations; provided in section 277, shall apply iIi the case Of 

8 cOl'porations with which such corporation made&: 'Consolidatoo 

9reium for such taxable year, 

10 "(196)-ffi- (i) ALLOCATION' 01" INcoME I AND; DmuOl 

11 TIONs.-For allocation of income and dediIctiom;~of relatear 

12 irades or businesses, see section 45." 

13 (b) P A.."'f-AMERroAN TRADE CO:nPoRATroNB.~ction: 

14'152-,(relatingto· consolidatecl income..tar return.s ofifplUi-l: 

1~ American trade corporations) 'iliaD ~'apply with respect ta: 

16 any taxable year beginning after December in, 194t. : : ( 

17 . (c) FOREIGN CORl'ORATIONs • ..:...section. 238 (relatiIig: 

18 to denial> of affiliation of foreign corporations) is' repealed';' 

19 (d) SECTION 251' COBPoRATIONs:.--8ection 251' (l)f 

20 (relD.ting to denial or affiliation 'of section 251 'corpOrations) 

21 is repealed. 

22 (e) ClIINA TRADE ACT ColU'ORATIONS.-Secuon 2&t. 

23 (relanng to., denial of affiliation o€Cliina'Trade,AJi'oorPol'lo-

24 tions) is repealed. 
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1 . (f) CROSS REFERENCE.~ection 52 (b) is amended 

2 to read as follows: 

3, ~J (b) CROSS- REFERENcE.--:For provisions relating to 

,4 consolidated'tetums; see section 141." 

P SEC,' (197)1:43 16a; ALIENS AND FOREIGN CORPORATIONS 

'16 TREATED AS NONRESIDENTS. 

:7 , (a), (1 ) Section 14,3 (a) (1 ) (relating to withholding 

,8 oftax on interest from tax-free covenant bonds) is amended 

9 by striking out "and not having any office or place of busi-

10. J ness therein:~ wherever occurring therein. 

1,:J. '. • • i'( 2 j Section l43 (b) (relating to withholding of the 

12 tax at the source on 'nonresident aliens) is amended by 

l~ '. striking out "and not having any office or place of business 

141 'therein",; by striking out "and not having an office or place 

15 ,of -business therein", and by striking out "or has an office or 
. " 

, " 

16 p~ce of J?usiness therein:'. 

17- (3) Section 144 (relating to payment of corporation 

18 . income tax at source) is amended by striking out "and not 

19< having any o~ or place of business therein". 

20 ( 4) The, amendments made by this subsection shaD 

21 apply only with respect to the period beginning with the 

22 _ tenth, day. after the date of the enactment of this Act. 

~ (198)(b) Seetioo 14 (c) (relating to ta3; on fureign corpurOl-

24 lions) is amended-
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" 

":iI{tj;,bY,Btrilci:ilg,DuC. in ptiragriiph(1) :theteof. "rzr 

having an office or place orbusin688 lherem~';rand,~ ,. 

. ,(2) by striking out i~ 'Paragraph (2) 'thereof ~'a7ld 

not. having an 'office' '(),l! 'place' of, business therein". 

~ \ " (199~ 'Fe)-Section 119' ,( al' ( 1)" \(relating fl!l41terest from 

fr 'soUroes"in', tlie.,u nitedStates). i$ ,amended '. by striking' out 

7 "and not having an ·office ot\place Of ow;inesstherein"., 

,8 '. (200)* (d) Section. 204 ( d) (relating to 4eductions of 

9 • foreign corporations) 1 section 2U.(b) (relating tononresi;. 

10 dent ali~D individuals), sectioll. 231 (b) (relating to residenlf 

11 'loreign'. corporations), and section 251 (e) (relating to 

12, '.deductions in the'case,'of citizens and domestic corporations 

13,· entitled, to the benefits of -section 251)'arenrileIidc~ by 

14 striking ()ut ~'orhaving an office 'or place of business therein" 

15 ". wherever occurring therein. 

16 (201)t6t (e) Section 211 (a) (I} and section 211 (c), 

17.. (rolating to. the ,imposition of tax,on nonresident aliens) and 

18 section 231 (a) (relating to the imposition of tax on nonresi-

19 dent foreign corporations) are amended by striking out "and 

20 not having an office or place of business therein" wherever. 

21 ,occurring therein.' 

2a • (202){e}- (f) Section 219 (relating to nonresident alien 

23 members of partnerships) is amended bystciking out "and as 

2t having an o.ffice or place of business within the United States 
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1 if the partnership of which he is. a member has such an 

2 office or place of bUBiness"~ 

3 (203)SEC; 163. DEDUCTIONS FOR ESTATE TAX .AND INCOME 

4 TAX OF ESTATE., 

5· fa) DOUBLE DEDUCTIONS DENtED.-&ction 162(re-

6 lating to net income of estates and trusts) is amended by 

7 inserti'itg at the end therrof the following new subsection: 

8 "(e), Amounts allowable uruur. section 812 (b) asQ 

9 deduction in computing ths net estate of a dececientshall !lot 

10 be allowed as a deduction under 8eetian 23, except subseetiOn 

11 fw), in computing. the net· income qf the, estate· u11leasthere 

12 ;., filed. within the. time· and in the m/l3'l3Ulf'· and form' pre-
13 scribed by the Commissioner, a.statement that. the item8 

14· have not helm claimed or . olluwed as deductions 'Under 8ection 
. 

15 812 (b) and a waiver of the right to have auch items allowed 
'. 

16 at any time· asJ.edu.ctions 'Uruur aectian 812 (b):' 

17 (b) TAVBLlI YEARS TO WHICH AMElWMENT Ap~ 

I&PLlC.t1BLE.~Tke amemlment made by subsection (a) i1UlOfar 

19 as it relates to Bei!titm 23 (a) (2) shall be applicable 'J.viih 

20 respect to the Bame taxable 'years and the same r~ue WtDS-
• • 

. 21 as the amendm'Mts made by section 121 (relaJi:ng. to non-

22 trade or non-business·tUductions) of this Act; and the otheJ. 

23 provisions shall be applicable to ta:lable yeark begi1ming 

U after Decemher 31, 1941. 
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1 (20:4)8EGtI44.PENBIGN TlW8l'B., 

2 '*' EJlCElMPTION' ~ ,TB'I3'STs.Seeti6fl' ~,i (relatiflg 

3 'MI eRlpleY'e~s' ~t'usts) is &RI;eBaea M ioead fl6 felle'Ws 1 

4 "BEG. I&i. ~MPL9¥EE8' 'I'IUJSl'Bi . . 
I) !!.fa+.IXElMPTIONFBOM .~;~ .tflt$ iermiag flfti'Ii 

-6, ·61 & ,~.tiefttlS, peftsieft, eP preia ~g'~ 61 00 em

!7ple,.e. EeP ~eKeltlsi ... e heBeiit 61 his emtileyee~ sftttll Bet be 

8 tll>Jtfthle eaet' ~ Bt:tpplemeRi ooE1 Be etheP pt'8'risieB 61 Mtis 

9' 8ft1!~lemeBt eh&lI- ftlIply with, .espeeli i& 8Ile&- fm$ ,eP M Hs 

10 'e~~MY • 

11 . " (1) H eeBti'HIIHleftS are- maae ~ -tlt& Wst; ~ saeli 

12; eHifll8f8t', 61' elBl'leyees, eP'~ laP ~ lllUflese 61 di:!H 

13 tri81ltiBg ~ !!IleIt empleye8S t.fte. eaffiiBgs ooE1 priBeipat 

14" .4.eIttH-aeell!B1ilatei ~~. ~ iB aeeerElti:B~e wiIilr, 

15 eaeh~ 

16 ." (fJ) HIlRM., ~ ~·iBeh'llmeBl; i& is impessi8l1l 

17 fep~~ ~. e1-the eerpll8 61' lBeelBe ~. lie (withiB ~ 

18 t.t1iIi&81e ~eP tfteRiaftep) tteed: .fer;' 61" ap,-eftea .. 

19 lllli'pesea et,her ~,fer !he eIelllSi-ve lIeBeiit ef his 

20 eRll'leyeea; 
• 

21' (f (3) _ t.fte.ease-!' • lle&SieB :pia&; if the fim$ el': 

22, 'w. .. tBePe- Wets 4leaigBalea ~ the, 8IBfIleyeJ' tIS eea-,: 

23. . atiWtiBg paN * '8Ile& • 'pI&&; elL. t.fte...eas&.ef • &Melt: 

2d: 1I81Ml6 pIft& iI t.fte. ~ 61' flIJe. .. tB8fe. til iiBts desigaated.: 
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1 ~ the elHflleyeF as eeBstitlltiBg.1*lfiS ef sneh & ~ el' 

2 in,the ease el 87 pFeHt shtuiBg plaB H the Hli$ el' twe el' 

3 . ~ tFlists· desigBated ~ ~ empleyeras eElfiatitlltmg 

4 ~ el sneh 87 plaa; lieaeHt either •. , .. ·.; , , 

5 "(A) !tG peP eeBtllHl el' fOOl'e ef aD el the em-

6 pleyees, aellldiag elHflleyees .wfte fia.ve lieeB em-

7 .. pleyed. Ret fftei'e thaa ill mHHmliffi pefted preserilied 

8 ~ theteFms el the Hli$ mstmmeBt, fie$ elfeeeaiHg 

9 fi¥e years, elHflleyees whese enstemary empl&yiHefti 

10 is fep Ret fftei'e.thaa ~ helifS tit &BY 6fte My; 

11 . &Hd elHflleyees wftese eliStemary empleJiBeBt is fer 

12 Ret fftei'e thaa tHree meR~ in ftftj' ealeRtiaP yetM'; eP 

13 "(B) SIieh elHflleyees as ~fy lfBaef' & elassi 

14: fieatiElfl s$ tip ~ the emp. &Hd {eliBd ~ the 

15 CemmissieBer Ret t& liE' diserimiHfttery in lfier ef 

16empleyees 'IV'h& &Fe (,meers, shftrehelders, perseBS 

17 whese priaeipa:l dllties eeRsist in Slfpel'VisiBg the 

18 werl£ ef mher eHlpleyees, 6P highly oompeBSfttei 

19 empleyees; 

20 &Hd 

21 ~ H the eeRtrihatieBS ep lleRefits pre¥ided liBder 

22 the Hli$ 6P aD el the tmsts eElflStimtiHg ~ el ft fteeJi. 

23 lieRliS, peasi9B; er jl16Bt shariBg pltm el &It eHlpleyer de. 

24 Ret htwe the eiJe5 el discrimiBfttiag ill ffieio el ftftj' 
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1 effiple;ree wheseeempefistitieB is' gre9.-tei thtI:ft ~ lei 

,2' • ethel" eHlflleyees; 

·3 • : ~ 'TAxABIbI'£Y eP' nE~ffiFIOll:R¥.' The' ilmetmt tle-

'li. tua1±y distl'H!lited 61' made aiViiHah}e ,~,1lBj' distrilnrtee By fI:By 

5: <91ieh: tl'Iisjj' ehftll,~' teallle ~'him; ifi.,the",~ 'm: whleh ee 

,6, Elistfthlrted Mmade BrVaila'Ble, IHldel' seetieB g.,g. 't&}- -f2t fts . , 

'J., if;, if;~ftB a.mHHty ~ eeBsiaemtieB' fer whleh is ihe 

,.8 almelHlteeBtBhatea By the eHlflleyee. 

9 !!.(et TREA':F?d33N'!! eP nmf.8FIOllR¥ eP TRus'!! NOO! 

10 ,EKBMP'!! UN'BER SUBSEO':FWN.(A). ,. If 8:B elBpleyees' tl'u:$ 

.11 Qees' HM' saMsfy the reqairements eI sftbseetien -{at dI:uiflg ~ 

,12, whale eI ifs mallIe 'year, eentrHilitiens made By the eHlple,,-eF 

,13" Bha.ll kiBelliaed iB the 'gTess' meeHie eI 8:B eHipleyee whOSe 

14 'Ilendtei&l iBterest iB e1ieh eentrihutien is Beffierieitallle fer the 

15:~e' ye&I' eI thehenefieia.ry in whielrtheeentMRtieft iii 

16made.t& the ~ 6l' in ease the Htteres' &f the henefieilU· ... ffi 

'17 the eHlflleyer's eentrffilrtieftS ellftnges ,frem e. ferieitB:hle Hl

'18 "~eres' 'tee. B9fl:ferieita.file mtere!!t, in the tftfthle yetlI' eI the 

'19 Ilenefieitwy iB whieh sueh ehege eeetU'S." , 

20 ' • '~' DEBUeH9N AlmeWEB' EMPfJo'£ER. SeeMen 

21 ~ -(pt." (l'elfttmg 16 deauetieB feI1 ftBlelH!ts ptHd te peBs!9fI: 

22 t!'&sts)is a.mendeHe l'efttl ft9 fell6WS! 
• 

25 l'I.:ui. 
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1 !!.fIt GmmB:A1l BmB. If ealBfleBllfttiaH fep pet'-

2 . S6flftJ sel'Viees reBaerea is ~ eP eeerued· 8ft eeefllifital 

3 ft:fIY eIBfIlayee IfBder fl, steeJi eeftHS, peBsiali, Pfeat sflar 

4 iRg; iIi'. ftBBwt;' . plea; eP similar pie defeniBg the 

5 reeeiptal -SHeh eempeBSIlaeB, theft stteh ealBfleBllfttieR 

G shall Ret Be aedHetihleUftaer sabseetias -fet ~ shall Be 

7 dealietible, if aed!ietihleftBaer B&bseetieR -{at witlumt 

8 regfli'a te ~ Slibseetieft, llBaer ~ Slibseeaeft htH eBIy 

9 te ~ fellawiflg ateBt: 

10 -" (A) lR. tuable year VillaS paid; if ~ 

11 eeml'eBMtias is paid. iBte & fl'Ii$ wilieR is aempt 

12 Uftder seetiaH lGe -(at; ill ftIl fHfI8IHlt ~ ill aeess 

13 ~,9 per eeflRHB ef the e6lBf1eBllftties ethel'Vrise paid 

.14 er &eefIlf!d dwiftg the t8:tiWle ~ te the persess 

~5 -wh& are Iftftde the lIeBeBeisries ef the eeBtribliti8BS 

16 paid iMe the trHSt. !Ihe aeess fief- i t*!'l eeBtfHR 

17 ef the 8HlelHlt sa paid sheIl Be dedBetihle ill t!ftBftI 

18 ~ &¥ef & peried ,ef siHy eeaseettti..,e IB8Mhs 

19 begiflBiBg with the lIegiBaiBg aI the W Ift8ftthef 

20 the year iBr whieh the pe) meBt is Iftftae te the tAiM. 

21 "("8) lR the tHtWle ye&i' wheB paid if the 

22 , 
23 ef the trust f.!Ho whieB .ae tAS is Bet eti!!fll't BftieP 

24: seeUeB l&i * if the emp1eyee's rights te SYeIt 
• 

25 oolBfleBS&tias ere Bamerfeitftble. 
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1 '." (0) ·If·fIB1·saeft. eelftllel:lSfttiools ~threagB 

2-tBe llU::FeheBeeiftft '8;Bftlii~eeB:traet fep ~ Bendit 

3 .61 &It eHlflleyee ! 

4 !L(ij.. SllBfl&a'agfllllB ,f!\t -sh&lI Ilflflly te the 

.adedaetiBili~ ei~,e6mIieBsatioo H ~ ~ 

6, , eE defeffed 'flilymen$ weftlEl~,aemflt liBEler 

7 seetieR ~ -.{tl1- H it. eoostitiHfld til ~ iBste&El 

8 ,ef 1I>:plan fer .the flftrehase.af 8flfttHty eeRtmets, 

!J !!.fiit SIiBflftFftgfil:llB fBt-slWI apply te tht, 

JO .deEllietiBility ef,aae& 6effifleRse.tieB H the :plan 

neE defeFFed flllyHteRt 'W8ftld ~ Ita fteIBIlt DBaer 

.12 seetioo ±6& -{a}-'H·it~titlite8 • HIi$ iBsteaa 

13 . ef III ~ fer the- pitrehftse ef. ftBfltI:ity .. e8Rtraem, 

14 pr8'litiea ~ iBterest. eE . .aeempleyee itt ilIleft 

.15 ,eeBtr&et is BooferfeitaBle. 

16 "(l»)ItHBe.tuaWe yettP.WBt>B ~ itt eases 

...l'l ~ iBelliElea itt S&&J!e.r&gF8fB .fAt, ~ er *' 
18 H .ae empleyee's rights M ilIleft'00Bl)3eBl!tl:ti8B &Fe 

• 

20 "(~ If UB8DBts aM. deaaetihle . DBaer jltV&-

.21 giUph 1-# er ~ ~ itt e8BIleeMeB ~ twei 9f' 

22 BleF& 8wits 9f' eRe er iIl6I'6 8wItII ftBd fill fIftflUity 

23 pia.&; ~ teta,l &IIle8M lIedaetihle ia 6 tSY8hle :ye&F 

24 DBller 8IleIt pIftBs sh&Il.~ seeM i pet' eeBmHl ef 

25 ~ eemll~8B Mlterwiee peM _ aeerued dtniBg 
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1 ~ tl!:ltilhle ~. *& ~ perseas whe &Fe fBftde lihe 

2 heaeiieiaries . ef the eempeaSfttioo·· paid iffie saelt 

3 tmsts tmtI fer saelt aBBaity, eootI'llets. ~ e~eeS9 

4 6Tei' e peP eeatlim. 6f the ·ll'IBeBB' sa paid ehftIl ge 

5 dedaetihle' m ~ ptlft9 ~. III peried ef ~ 

6 eeaseeOOve mooths ,hegiBBing wHIt the hegiBBiag 

7 ef the Brst Hl6BtB. ef the ~ m whieh the pt1j'- . 

8 meat is made *& tmy ef the e-ustB 6f fer IlflY II:BBI:lity 

9 eea1met. 

10 If there is B6 pIoo bm the method ef eempefH!lltmg fer 

11 perseBBl semees has the elIeet ef ft: steeIr heaas, pensiea, 

12 PFaHt shai.Bg, 6f II:BBI:lity pltm; 6f simiIM pIoo defeFFiBg 

13 the reeeipt ef eempeRSfttiea, thfg Jl8:fllgreph shaD ftPPly 

14, tl:S if there were saeft III ~ 

15 "~ ~BB€'HONS tJNBBB· PiUOD INOOME 'H£ 

16 A:€'£S. Aay dedaeriea' aJlewtlhle muleF SeeneR ~ fff-
17 ef the ReTeaae Aet ef 1928, 4iJ St&I;.. soo, 6f the Ra¥-

18 emIe Aet ef 1932, 4+ StM. ~ ElF the ReTeBae :Aet' ef 

19 1934, 48 Stat. G9h HBdeF seerieR 23* ef the lliJv.eBae 

20 Aet ef 1936, 49 ~ 1661, 6f the ReveBlie Aet ef 1938, 

21 W Sftit:. 464; 6f the lBtaBBl Re¥eB&e Gede fer .. to-

22 &hie yetH' hegHmiag hefet'e JftB&Itf'Y ±;' 1912, whieh 

23 HBdeF saeft seerieB Wft9 ftppeFtieBed *& tmy teahle 1eaP 

24 hegfuamg &frep DeeembeF Mt 1941, &hallge aJlewed 88 

25 Ii dedaetieB m the ye&FB M whieh se eppertieBed M the 
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1 exteftt &Ilewsble .1HI:aef 9IMlh •. seetieB: . H it W remainea 

2 . in fefee with resl'eet te 9IMlh year. 

3 !!.f3t EXEMPTION eP . TBUSTS UNBBBeHllOTlON 

4 165. . The I're'lisieBB ef p9;fllgfftph flt fAt ftB:ft tJfti'8r-

5· gF&l'h f.!t ef aHa SliBseetien sh&Ilbe Slihjees te ~ 1lft8;1i 

6 iieatiea ~ ~ aealletie& 1HI:aereithef 9IMlh BuBI'9l'& 

7 g'i'IlIlh et' Jl9;fllgfliJlft f.!t sh&Il Be &IlewliBle eBIy with 

8 resl'ees te 8: maBIe ;year . (wftdlter ~ j'etI!' ef I'aymeftt 

9 et' 8r sllBSettlleBt yelU') ef ~ effiJlleyef eBiling within 

10 et' with 8r tHallle ~ ef ~ M'IiBt with resl'eet te whleh 

11 ~ M'IiBt is elfetBpt ffetB tax 1HI:aer seetieB: lG& *" !l%e, 

12 ' Jlrevislefts ef plU'Iigi'tll'ft flt -fGt ef aHa sttBSeetieB shti.ll. 

13 he' siil:tjeet te the ttHa1iJie&tielh ilw the aealletieft 1HI:jei 

14 IRleB SIlBJltld'ligl'ftJlft sIWl he lI:IIewaBle eBly- with respee& 

15 te e. ~le ~ (whether the yetH' ef I'&:i'ffteftt 6f 8: 

16 ettBse'llleBt yelU') ef ~ etBJlle~ .. ef dllfittg the whele ef 

17 wltil'ft the tldumity ~ if it W heeB" ~ hllNitig the 

18 Iitldfte maBie ~ as ~ 8tBJlleyer, weald ft&He 8eeB: e. 

19 ~ elfetBpt ffetB Wi HBder BeetleD: lG& (8) ." 

20 * ElolP}'OYEI!lS' ANNl.'ITlI!lB. SeetdeB ~ -f&t ~ 
21 (Pe181 iRg te ltllf8tieJt eI ftftRIHties) is ftffteftded as felleWII: 

22 flt ~ stRkittg elK the heediBg &lid iBseniBg ill 

23 Iiett ~el'eef the feI:IewiBg t 

24 ~ ANNHPfFEB. I!lTEJ. 

H.R..7378 13 
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1 "(A) tit (:faBera!. " 

2 -f2+ ~ iBsertiag M ~ end tftereei ~ felle"l'mg 

3 HeW se:BP~ft: 

4 "(:8) Empleyees' f .. BBH:i:ties. If a.a lIlI:BH:i:ty 

~ eemmet is pH:feM.sea hy &It eHlpleyer fer &It em-

6 pleyee ftBaer til pIa.a "Irhleh weHla meet ~ PetJ:liire 

7 HlaBts ef seetiea ~.-W- with Pespeet te }leasiea 

8 tfoests if the tfoest de'Viee hM lleeB tilled iBstee.a ef the 

, 9 eHlpleyef p1H'ehllsmg the MlaH:i:ty eeatre.et, the em-

10 pleyee shftll iBelaae tit his meeHle ~ lbHIelHlts fe-

II eei¥ea ftBder saeh eeatre.et tit the year Peeewed tl§-

.12 eept thM if ~ empleyee ptMd. tmy ef ~ eeasidem 

13 tieft fer the &BBH:i:ty, ~ lIlI:Baity shftll ~ iBeIaded 

14 tit his iBeeme ft,S pre'Viaea tit se:BPll:fllgfll>pft -tAt ef 

15 this ptmtgrftpft: tit a!l ether eIlSes, if ~ empleyee's .. 
16 rights ftBaer the. e9Btre.et life aemerfeitehle elleept 

17 fer fa.illH'e t& pay mtlH'e llremilHBS, the ftfB6lHlt paid 

18 hy the empleyer fer saeh a.aatHty 88atre.et shaD ~ 

19 Hteladea tit the iBeeme ef the eHlpleoyee iB the yeS 

20 iB whieh the _ellM is JIIlid;- whieft ftHl6liBt tegetfte; 

21 with aB:Y"*'HleftBts JI8id hy the empleyee shftll --

22 samte the OORSidefMiea paid fer ., IlBBWty eeB-

23 traefi iB dete~iBg the ftHle1Hit ef the aBBllity Fe-

24 qairea t& be ~ed iB the iB~me ef the empleyee 

25 ftBaer se:BI'II:r..gTllpft fAt ef this 1llli'l{gi &flit. II the 
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i . figJH ~ the empleyee ehooges fi.emfl>·~rfeita.hl& te to. 

2 BeBferfeHa.'Dle Fight, m Hell: ef' mellliIiBg, imdet! the 

3 preeediBg eeateB8e, the fllRellBt paid, lryi\,~, em-

4 pleyer m the weeme ef the empleyee m the ~ m 
.5 . whleh the IllmellBt is ~ saeh.ameail:t shaIl be iD-

6 . eladed m .the weeme ef ~ empleyee ift the yetH' m 
·7'wlHeh ~ ehoogeeeellfs." 

,8 -tdt-' T ,X t Bf.B. YEABS 'P9 WIDen AMENBMEN'l'S :A;p.. 

9 FMO:ABld!l. The o.meaemeffis Hlftde By .eeeM8B shaIl be 

10 appliea9le eBly ·with FeSf!eet te ttttiBle yeftiI'I1 hegiBBiBg ~ 

11 Deeembef 8l; 1941, e:lfeept thM 0. ~ tIBd the- tftist eP 

12 U'Ilete, er aBBllity eeatroot er e8Btr&ets, fermiBg 0. pftf& ef'·& 

13 fHtt& iB eKisteBee eft the date ef eBootmeBt ef •. :Aet;. shtiI:l 

14 tie eeasidered ee eatisfyHig ~ Pe'lairemeate ef eeetiea ~ 

15 -(&t ef ~ lBtefaal &eveffile ~ fer the firBIi tHa.DIe 

16 yell!' te whieh ~ BIlbseetiea,1lS &meaded by 4is :Aet;is 

17 ftJIplle&tile if ~ flI&B ftBd the trIlBt 61' trHste, er &BBIlity e6ft. 

18 ~ er eeatroets, fel'ltiiBg flo pftf& ef the pl&B fir the 1&$ ~ 

19 ef saeh tiM tH&hle yea.r BIltisfy 8Ileh Pe'llliremeats. 

20 SEC. 1"' PENSION TRUSTS. 

21 ra) EXEMPTION OF TBUSTS • ..-8ection 165 (relating 

22 to' employees' trusts) is amended to read as foUows: 

23 -SEC. 165. EMPLOYEES' TRUSTS. 

24 "(aJ EXEMPTION FROM TAX.-A trust forming parI' 

25 of a stock bonus, ~ or pro(il-Jurritlg plan of mt 
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·1 employer for the exclusive benefit of his employees or their 

2 beneficiaries shall not be' taxable under this supplement and 

3 no other provision of this supplement shall apply with respect 

4 to such trust or to its beneficiary-

5 " (1) if contributions are made to the trust by such 

6 employer, or employees, or both, for the purpose of di.'I-

7 tributing to such employees or their beneficiaries the 

8 corpus and income of the fund accumulated by the trust 

9 in accordance with such plan; 

10 "(2) if under the trust instrument it is impossible, 

11 at any time prior to the satisfaction of all liabilities 

12 with respect to employees and their beneficiaries under 

13 the trust" for any part of the corpus or income to be 

14 (within the taxable year or thereafter) used for, or 

15 diverted to, purposes other than for the e:relusive benefit 
, , 

16 of his employees or their beneficiaries; 

17 " (3) if the trust, or two or fMre trusts, or the trustJ 

18 or trusts and annuity plan or plans are designated by tM. 

19 employer as constituting parts of a plan intended w 

20 qualify u~er this subsection which benefits either- . 

21 "(A) 70 per centum or fMre of all the em= 

22 ployees~ or 8Q per centum or fMre of all the ~ 

23 ployees who ar1'eIigible to benefit under the plan if 

-24 70 per centum or fMre of all the employees are 

25 eligible W beMfit under the plan, e:reluding in eoeA 
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i case employees' who have been employed not more 

. 2 than a minimum period prescribed by the· plan, not 

3 exceeding five years, employees whose CUstomary em-
4 ployment is for not more than twenty hours in any 

5 one week, and employees. whose customary employ-

6 ment is for not more than five months in any calen-

7 dar year, or 

8 .. (B) such employees as qualify under a classi-

9 fication set up bY.tAe employer and found by the 

10 Oommissioner not to be discriminatory in favor of 

11 employees who are officers, shareholders, persons 

12 whose principal duties consist in supervising the 

13 work of other employees, or highly compensated 

14 employees; 

15 and 

16 " (4) if the contribtdions or bmefiJ,s provided under 

17 the plan do not discriminate in favor of employees who 
• 

18 are officers, shareholders, persons whose principal duties 

19 cowt in supervising the u)ork of other employees, or 

20 higMycompensated employees. 

21 .. (5) A classification shall not be considered dis-

22 criminatory within the meaning of paragraphs (3) (B) 

23 or (4) of th18 subsection merely because '" e:r.clude.9 

24 employees the whole of whose remuneration eonstitutes 

25 'wages' under section 1426 (a) (1) ("elating to the 
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1, Federal Insurance Contributions Act) or merely be-

, 2 cause it is limited to salaried or clerical employees. 

3 ' . Neither shall a plan be considered discriminatory within 

. 4 the meaning of such provisions merely because the con-

5..tributions or benefits of or on behalf of the employees 

,6, ,under the plan bear a uniform relationship to the total 

7 compensation, or the basic or regular rate of compensa-

8 . tion; of such employees, or merely because the contribu-

9 tions or benefits based on that part of an employee's 

10 remuneration which is excluded from 'wagea' by section 

11 1426 (a) (1) differ from the contributions or benefits 

12 based on' employee's remuneration not so excluded, or 

'13 differ because of any retirement benefits created under 

14 State or Federal law. 

15 " (6) A plan shall be considered as meeting the re-

16 quirements 0/ paragraph (3) of thiB subsection during 

17 the whole of any taxable year of the plan if on one 
• 

18 day in each quarter it satisfied such requirements. 

19 "(b) T .AXABILlTY OF BENEFICIABY.-The amount 

20 actually distributed or made available to any distributee by 

21 any such trust shall be taxable to him, in ~ year in whi!;h 

22 so distributed or made available, under section 22 (b) (2) 

23 as if it were an annuity the consideration for which is , 
24 the amount contributed by the' employee, e:ecept tJwt if the 

25 total distributions payable with resppct to an!! employee are 
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1 paid to the dwtributee within one taxable year of the dis-

2. 'tributee on account of the employee's separation from the 

"38ervice, the amount of suchdwtribution to the -extent exceed. 

4 ing' the amounts contributed by the employee,) shaU:be 

5 considered a gain from,' the sale or exchange -,of. a Qapital 

6 asset held for more than 6 months. 

7 "(c) TREATMENT OF BENEFICIARY OF TRUST NOT 

",8 EXEMPT UNDER SUBSECTION (a) .-'oontributions to a trust 

9 made by an employer during a taxable year of the employer 

10 which ends within or with a taxable year of the trust for 

11 which the trust 18 not exempt under section 165 (a) shaU 

12 be included in the gross income of, an employee for tite ta:B--

13 able year in which the contribution 18 made to the trust in 

14 theCaBe ofliln employee whose beneficial interest in SttCh con-

15 tribution is nonforfflitable" at 'the time the contribution is 

16 made," 

17 (b) DEDUCTION ALLOWED EJlPLOYER.-:-Section 23 

18 ( p) (relating to deduction for amounts paid to pension 

19 trusts) is amended to read as follows: • 

20 "(p) CONTRIBUTIONS OF AN EMPLOYER TO AN EJI-

21 PLOYEE~ TRUST OR ANl'WITY PLAN AND COMPENSATION 

22 UNDER A DEFERRED-PAYMENT PLAN ...... 

23 "(1) GENERAL BULB ....... 1f contributions are paid 

24 by ,an employer to or UM6f' tI stock bonus. pension, 

25 pro{iHho.ring, or annuity pl~ 'or ,if compe7l8Ofion 'is 
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1 paid or accrued on account of any employee under a 

2 plan deferring the receipt of such compensation, such 

3 contributions or compensation shall not be deductible 

4 under subsection (a) but shall be deductible, if deductible 

5 under subsection (a) without regard to this subsection, 

6 under this subsection but only to the following extent: 

7 U( A) In the ta7:able year when paid, if the con-

8 tributions are paid into a pension trust, and if such 

9 taxable year ends within or with a taxable year of 

10 the trust for which the trust is exempt under section 

11 165 (a), in an amount determined as follows: 

12 Uri) an amount not in excess of 5 per 

13 centum of the compensation otherwise paid or 

14 accrued during· the taxable year to all the em-

15 ployees under the trust, but BUch amount may be 

16 reduced for future years if found by the OO'TTlr 

17 missioner upon periodical examinations at not 

18 less than five-year intervals to be more than the 

19 .amount reasonably necessary to provide the re-

20 maining unfunded cost of both the past and cur-

21 rent service credits of all employees under the 

22 plan, plus 

23 U(ii) any excess over the amount allowable 

24 under clause (i) necessary to provide with re-

25 spect to all of the employees under the trust the 
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remaining unfunded cost of' 'both their past and 

'current service, ,credits distributed as a 'level 

amount, or a 'level., percentage of compensation, 

over the 'l'em,aining fu(ure service of each sUch 

employee, as' qetermined under regulations pre

scribed by the ,Oommissioner with the approval 

of the Secretary, but if such remaining unfunded 

cost with respect w any three individuals is more 

than 50 pe'fl' 'centum of ,such remaining un

funded cost" the amount of such unfunded cost 

attributable 'to such individuals shall be diS

tributed over a period of at least 5 taxable yeaTs, 

or 

" (iii) in lieu of the amounts allowable under 

(i) and (ii) above, an amount equal to the riOT

mal ,cost of the plan, as' determined under ref!11r 

lations pre$Cf'ibed by the Commissioner with the 

approval of the Secretary, plus, if past service , 

or oth6'l' supplementary pension or annu.ity 

credits are provided by the plan, an amount not 

in ~ of 10 p6'l' centum of the cost which 

would be required to completely fund or pu"" 

mase sueh pension or annuity credits as of the 

date whea tAey are included in tAe plan, as de

termined "ruler r~ prescribed by the 
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1 Commissioner with the approval of the Seer6-

2 tary, except that in no case shall a deduction be 

3 allowed for any amount (other than the normal 

4 cost) paid in after such pension or annuity 

5 eredits are fJompletely funded or purchased. 

6 ·"(iv) Any amount paid in a ta:xable year in 

'I excess of the amount deductible in such year 

8. under ,the foregoing limitations shall be de-
. 

9 ductible in the succeeding taxable years in order 

10 of time to the extent of the difference between 

11 the amount paid -and deductible in each such 

12 succeeding year and the maximum amount ilc-

13 ductible for such year in accordance with the 

14 foregoing limitations. 

15 "(B) In the taxable year when paid, in an 

16 amount' determined in accordance with sviJparfY 

17 graph (A) of this paragraph, if the contributions 

18. are paid toward the purchase of retirement annuities 

19 and such purchase is a part of lJ plan which meets 

20 the -requirements of section 165 (a), (9), (4), 

21 (5), and (6), and if refunds of premiums, if any, 

22 are applied within the current taxable year or 1Ul:l:t 

23 succeeding taxable year· towards the purchase of 

24 such retirement annuities. 

25 "(C) In the taxable year when paid, if the 
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1 contributions are' paid into a stock bonus or profit-

2 sharing trust, and if such taj;able,year ends within 

3. or with a ta:cable year althe trust with respect to 

4 which the fJrust is exempt under section 165 (a), :in 

G an amount not in . excess of 15 pet centum of the 

6 compensation otherwise paid ,or accrued during the 

. 7. ,ta:cable year to" the persons whoa'l'e made the bene-

8 ficiaries of the contributions paid by the employer 

9 under the stock bonus or profit-sharing plan. It- in 

10 anyta:cable year beginning after December 31, 

11 1941, there is paid into the trust, or a similar triLSt 

12 then in effect,. amounts less than the amounts dedttcfr 

13 ,ible under the preceding sentence, the excess, or if :00 

14 amount is paid, the amounts deductible, shall be cat-

IG ned forward and be deductible when paid in the sUC-

16 oeeding taxable years in order of time, but the amount 

17 so deductible under this sentence in any BUch succeed-

18 ing taxable year shall not exceed 15 per centum of the 

19 compensation otherwise paid or accrued during suoh 

20 suCceeding mabIe year to the beneficiaries under the 

21 plan. . I,. addition, any amount paid into the trust 

22 in a mable year beginning afler December 91, 

23 1941, in e.zcess of the amount allowable with respect 

24 to suCh year "ntIer tAe preceding prooisions of thi8 

25 . .. subpm-ograph &hall be deductible in \ the succeeding-
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1 taxable years in order of time, but the amount so 

2 deductible under this sentence in anyone such suc-

3 ceeding taxable year together with the amount allow-

4 able under the first sentence of this subparagraph 
. 

5 shall not exceed 15 per centum of the compensation 

6 otherwise '[laid or accrued during such taxable year 

7 to the beneficiaries under the plan. The term 'stock 

8 bonus or pro{ilrsharing trusf, as used in this sub-

9 paragraph, shall not include any trust designed to 

10 prrwid~ benefits upon retirement and crwering a 

11 period of years, if under the plan the amounts to be 

12 contributed by the employer can be determined actUt-

13 arily as provided in subparagraph (A) • If the 

14 . contributions are made to two or more stock bonus 

15 or profifrsharing trusts, such trusts shall be consid-

16 ered a Single trust for the purposes of applying the 

17 limitations in this subparagraph. 

18 .. (D) In the taxable year when paid, if the· 

19 plan is not one included in paragraphs (A /' (B), or 

20 (0), if the employees' rights to or derived from such 

21 employer' 8 ~tion or 81JCh compensation are 

22 nonforfeitable at the time the contribution or com-

23 pensation is paid. . 

24 II (E) For the purposes of sUbparagraphs (A). 

25 (B), and (0), a ta:epayer on the accrual basis shall 
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1 . .. be· deemed to hOlVe made .·a payment On the last day 

2 .of the year of I'JCcruaL if the payment is on account 

3 of BUch taxable year and is made within sixty days 

4 after the close of .tM ta:r:ableyear tit accrual. 

5 "(F) If amounts . .arededtl.ctible under subparOr 

6 graphs (A) and (a), or (B) and (a);. or (A), 

7 (B) , and (a), in .connection with two or more 

8 trusts, or one or more trusts and a~ annuity plan, 

9 the totaL amount deductible in t.i taxable' year under 

10 such trusts and plans shall not exceed 25 per centum 

11 of the compensation otherwise paid or accrued dUf--

12 ing the taxable year to the persons who are the bene::. 

13 ficiaries of the trusts or plans. In addition, any 

14 amount paid into suchtrvSt or under such annuity 

15 plans in. tJ taxable year beginning after December 

16 31, 1941, in excess of ths amount allowable with 

17 resp8Ct to such year under the preceding provi.siom 

18 of this subparagraph shO.U be deductible in the sue-

19 ceeding taxable years in order of time, but the 

20 amount 80 deductible under this sentence m any one 

21. such succeeding taxable year together with the , 

22 amount allowable under the· first sentence of this 
, 
23 subparagraph shaU not e:rx:eed 30 per centu", of the 

24 compensation otherwis« paid Of' aocnud during sucA 

25 ~ years to the beneficiaries under the trust3 Of' 
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1 plans. This subparagraph shall not have the effect 

2 . of reducing the amount otherwise deductible under 

3 Subparagraphs (A), (E), and (a), if no employee 

4 is a beneficiary under more than one trust, or a trust 

5 and an annuity plan. ' 

.6 If there is no plan but a method of employer contribu-

7 tions or compensation has the effect of a stock bonus, pen-

8 sian, profifrsharing, or annuity. plan, or similar plan 

·9 deferring the receipt of compensation, this paragraph 

10 shall apply as if there were such a plan. 

11"(2) DEDUCTIONS UNDER PRIOR INCOME TA.l 

12 . ACTs.-Any deduction allowable under section 23 (q) of 

13 the Revenue Act of 1928 (45 Btat. 802), or the Revenue 

14 Act of 1932 (47 Btat. 182), or the Revenue Act of 1934 

15 (48 Btat. 691), under section 23 (p) of the Revenue 

16 Act of 1936 (49 Btat. 1661), or the Revenue Act of 

17 1938 (52 Btat. 464), or the Internal Revenue Oode for 

18 a tQ3;able year beginning before January 1, 1943, which . 

19 under such section was apportioned to any fQ3;able year 

20 beginning after December 31, 1942, sholl be allowed tU 

2i a deduction for the years to which 80 apportioned to tAl 

22 extint alfiJfi;able under 'Such section if it had remained 

23 in force with respect to such year,". 

24 (c) EMPLOYEEK ANNUITIES.-Bection 22 (b) (2) 
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I. '(relating to taxation of annuities) is '(J,mended by insertingizt 

2 ·the"end thereof the following new Bubparagrapli: 

3 "(B) Employees' AnnuitiesrIf an q:n,nuity 

4: contract is purchased by an employer for an 

5 employee under a plan with <.respect t(j',which the 

6 employer's contribution is deductible: under sectiOn 

1 23 (p) (1) (B), or ira1/; annuity\oo.",tract is 'Pur-

8 ~hased for an employee by an employer' exempt 

9 unde:r 8ection 101 (6), the employee 8hall include 

10 in his income the amounts received under such con-!-

11 tract for the year received except that if the employee 

12 paid any of the consideration for the annuity, the 

13 annuity 8hall be included in his income as provided 

14 in subparagraph (a) of this paragraph, the con.:. 
15 sideration for such annuity being considered the 

16 amount contributed by the emplOyee. In ,all other 

17 cases, if the employee'arights under the contract are 

18 rwnforfeitable except for failure to pay fut'lfre pr&o 

19 miuma, the amount contributed by the employer for 

20 such annuity contract on or after such rights become 

21 nonforf~able shall be included in the income of the 

22 employee in the yea'l' in which the amount is COR-

23 tributed, which amount together with afly amounts 

24 contribut«l by the employee shall oonslilutIJ the coD-
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'1 . sideration paid for the annuity contract in determin-

2 ing the amount of the annuity required to be 

3 included in the income of. the employee under sub-

4 paragraph (A) of this paragraph." 

5 (d) TAXABLE YEARS TO WHICH AMENDMENTS 

.6' ApPLICABLE.-The amendments made by this section shall 

·~be applicable as to both the employer and employees only' 

8 with respect to ta:xable years of the employer beginning after 

9 December 31, 1941, except that-

10 (1) In the case of a stock bonus, pension, profit-sharinQ, 

11 or annuity plan in effect on or before September 1, 1942, 

12 (A) such a plan shall not become subject to the re-

13 quirements of section 165 (a) (3), (4), (5), and (6) 

14 until the beginning of the first ta:xable year beginning 

15 after December 31, 1942, 
, 

16 (B) such a plan shall be considered as satisfying 

17 the requirements of section 165 (a) (3), (4), (5), and 

18 (6) for the period beginning with the beginning of the 

19 first ta:xable year following December 31, 1942, and 

20 ending December 31, 1943, if the plan satisfies sucI& 

21 requirements by DecerMer 91; 1943, 

22 (C) if the contIibution. of an employer to such a 

23 plan in the employer' 8 tazable year beginning in 1942 

24 exceeds the ma:rimum..dJmOUnt deductible for sucI& year 

25 under section 23 (p) (1), as ameruJid by this section, 
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1 tlie amount deductible in $uck year 8hallbe Wilt .less:: than 

"2 : the sumof-,-

-s, t i)'. the 'amount paid in8uch.taxilble yea~PriOr 

4; to September J.,t942,.and',aectuctible ulnil,e'IJ\'8ection 

.5. 23 (a) or23(p) p7'iorto,amimdmen~ by this sie-

,6, non, and 

'1 . (ii) with respect to' , the amount paid \ ',inJsueh 

8 taxable year on or after, SePtember, 1.;, "J.942,J tliat 

9- 'proportion of the amount deductible' fo.r,ihe ,tiza:able 

10 year under section 23 (p)(1), as amended by th~ 

11 section, whwh the number, of months after'. AugUit 

12 , . 31, 1942; in the taxable year, bea~sto twelve. :: ~ 

13 (2) In the case of a stock bonus,peris!-on,' profit 'Sharing 

14 or annuity plan put into effect after,Septembe;r>1"J.942,.sui:l 

15 4 plan shaU be considered as satisfying:therequirerrWm.ts 61 
16, section 165 (a) (3), (4), (5) and (6) for the period begifti-

17 ni,lg with ~ date 8'Uch plan is put into <€ffect, and ending 

18 December 31, 1943, if the plan satisfies suchtequirementi 

19 by Decmnber 31, 1943 •. 

20. It is further prooided, that any plan awl the 'trust m: 

21 trusts, or annuity contract or contracts, fonni:n.g Q pari. ot: (j, 

22 plan in «I:istence on or before December 3~ 1939, shall fI4 

23 con.sid6red as satisfying the reqV~ or'tJeCl¥m,16!J. (a' 
2i (3), (4), (5), mad (6) of the InlemGlRfl'H!IlKB C~ _ 

. H.R. 7378 14 i .. j '. 
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'l lamended',by this Act, if (1) it satisfied 'the requirements Df 

2 the corresponding sections of the Internal Revenue Code 

',S'b.ef01'! thei:r.amendment.by this Act,.and (2) in the reason

·~4 . able ~judgment . afelhe C ommissioner,the pI(¥1/, was created 

-,~ filM :,is presently. operated solely for. the benefit of the em-

6 pWyees of the person creating such plan and has no purpose 

~7 ,od:Tit.ent at tax evasion .and ,is not discriminatory in favor of 

JI' e.xecutive ",. ,highly compensated employees; and (3) all 

.,9' the beneficiaries of the plan e:re employees or retired em-

10'. plLiyeesqf ike .corporatitni which created the plan and are (l 

t1 lmajmty ef.the ,employees of trUCk corporation; and (4) in 

12 exce8s 'of 80 per centum in number of such beneficiaries are 

13' .l/Wt elective officers of a corporation which has created such 

H pCan:.o.nd ,(5) no directors of a corporation, except employee 

taidincrors, Icanbe beneficiaries under 8UCh plan; and (6) the 

U; ,Yiggre~.8kJt:liIuflding8 of the ~ficiariisas a group do not 

iT ,e:JlC6ed ..5 per centum of the outstanding stock I)f a corporation 

1S which haS created such plan; and ,(7) the empWyer's total 

19 annual conttibution to such plan does not exceed 1 per 

00 . «TJJ,um Of auclJ. empWyer's total grolB i1wDme in the year of 

21. ) cmurilmtiOn. 

~ '. (e) TECHNICAL AJlENDJlENf' ToINVE8TJIENT qOJl.;. 

~3 , PANIACT OF 1940.'-Section 3 (13) of the I nvestment C~ 

U ,IpJJny Act of. 1940 .is amended to reiId fJ8 f07loW8: 

25 "(13) Any employeeS stock-bonus, pension, or 



1 P'T'ofit-sharingtrustwhich meets 'the conditioit-s of sec-

2 tion 165 of the Internal Revenue Code,asamendedi' 

goSEc.'(205}l4i'165. LIFE; INSURANCE CoMPANIES;' ,. 

'4 (a) Sections 201; 202, and 203 (relating to 'life insdr~ 

5nnce companies) are amended ,to read as follows: 

6 (206)!!8EG. 00l. ~ iN8lJRANCE (:gMPA~U8. 

7 

8 

9 

10 

11 

12 

13 

14: 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

"-(et IM.'POBlHON eP TAX. ' 

!!..(-It IN SBNBBM>. There sOO!l be levied, eelleeteEl, 

e& :p&id fep eaeft isahle yeffi' ~ ~ ftdJllBteil aeHl.'lftl 

_ M iBeeme itls defiBed til seetiea ~ ·ftBtl ~ 

~ adjll8ied eerperatiea eWi: fI$ iBeeme itls deBBed 

m seetiea 003)- ef every life iBBIH'fiaeeeempallY ~ 

M 4ihe !'8>te9 :previded mseetiea' -1-3 '6P seeti6B -l4 * 
'eM tit seetteB -l& -fl+ . : 

. 
~ N OBM:M.. TAX *NB OORPOR:k'l'ION S'l:l'li!MK 

, 
NB'P HiOOMB eP PORBl6N IttPB IN6£1lANffii SO*-

p>'\:N'.E&S. la the ease Elf 8: fereigB lite iBslH'tl:aee _ 

:pall),. 4ihe aePffitM ts ~ iBeeme sOO!l be 4ihe Bet iBeeme 

frem slMH'tles withiB ~ Uaited Sta~e9 miBIl8 the eredit 

'plevtded tit seetieB W *' the' erew' l'rsvitledia see. 
_ a6 % &Btl ~ erew' fep ineeme sHhjee& te ~ 

. . . . , 
~. Er8seEl ~ SHhehftl'ter E eI Chel'ier ~ I'FElviEletllll 

seetiea W #, &Btl ~ e8rpemaeB ~ Bet iBeeme 

ehaU be ~ ~ iBe8Ble hem s8~\vi~ia~Uai~tl 

SWe8 miBIl8 the eft~ I'FElvitled ia eeeBeB ~ * 
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1 (eeJB:llliteEl lly Jimit.ing 9iieh erew$ te 86 pet'. eeBMHB ei 

2 the Bet iBeeme feEliieeEllly the eFew$ fep iBeeme sli~e~$ 

3 te the ti impeseEl lly Saheftalltep E ei Chaptep g m 
4 lieii ei 8& pet' eefltlilB ei the asjliSteEl Bet iBeeme 56 

.5 FeEllieeEl) 8:fld: mmliS the erew$ fep meeme sahjeet te 

6 the ti impeseEllly SliaehallteF E ef Ch&:ptep g IlFeyiiled 

7 iB seetiefl 2G # 
8 ~ Ne U1i'IHlB SHHlS INSUBANOB BUSINESS. 

9 Fefeiga life mSlif8:flee eemlltlmes fl6f etlR)'mg 6ft 8:fl 

10 mSliftlflee amess withifl the UmteEl States shall ~ 

11 Be tlWlhle tmEler this seetiefl hat shall he tfJ:Jta-hle at 

12 ethel feFeiga eerpeftltieflS. 

13 " (a) " ThoFnU?l'I9N ell' * I.!PB INSUBANOE C9'MP:ANY.· '. 

14 Whefl tilled iB this ehaptef' the teml ~ iBsIiFtlflee e9JB:1ltlfly' 

15, mea.BS 8:fl iBSumBee eeJB:lltlfly -(ethel th8:fl a }lHrial eF ftmeffll 

16 aeflefi$ eemll~;) eflgageEl iB the amass ei issniBg life 

17 iBsumBee 8:fld: O:flflIiity eefltftlets (iflelIiEliflg eootfaets ei eem-

18 hifleEllife;- health, 8:fld: aeeiEleflt iBstmmee, 0:Bd fleBetlfleellah1e 

19 eefltftlets ef health 8:fld: ~tiflsliFllflee), fep whieh ~ 
. 

20 life iBsumBee feSef'VeS ~ ElefiBed iB Sliastetiea -fer ~ 

21 rIBs the pF6 fftt8: tmeaffled Il~ 8:fld the tetftl IHIllaitl 

22 lesses 6ft BOOetlfleellah1e health 8:fld aeadeBt l'e~t~lls e6JB:1lFite 

23 meFe th8:fl ~ fet' eeflpmt ei its tetal FeseFTeS. ¥6F the piif'" 

24 pese ei this SliBseetiea· tetal FeseFVetl meaflS life iBsHmBee 
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1 reserves, l:I:ftelU'il:ed llreJBiw:as, lm.Jlltid . lesses, , IIRft ali ~ 

2 l:BSIH'llB:ee reserves fettffiped tiy ltbW: 

3 ~ OHEElB DBFIN1~leNs. In the ease eI 8; !He iBstfp 

4 &nee eemt3~ :wfteft IiSed HI: j;ffie seetieB, seetieB 002; eM 

5 seetieB 203 

" 
!!..li.L,' G rm.'. , , , 6 ~Bess rnoeMB. =:til term gi'ess meeme 

~ 7 'B:uillB:s the grass ameam ef Hl:eemereeewed dmiBg tlie 

... 8 tft:Bhle ~ frem mtel'est, divideBds, faBts, IIRft gaias 

; 9 I:Pem sales Eli' e!feftllB:ges eleaflital assets, aeq1i:ired saB-

10' seqe:eBt ~ Deeemher 31, 19B, ~ the exteBt llre:vided 

h HI: seetieB H!h 

~2 !!.f2t I.:!:FB lNSURANOB RESBB¥ES. The term .!JHe 
t 
13 Hl:slH'ftftee reserves' mellBs amel1:B:ts eempated Eli' ~ 

14 BHl>ted 6ft the h&sis ef reeegffiiJed experieBee tallIes wHIi: 

15 mtereBtIl5S1iH1:ed 115 II: faeter whieh, with &eeretieBs &em 

16 iBtefes*, Ill'e sa Mide ~ ffiIl;t1Ife Eli' liqttiilate, either IIy 

17 118:)'ifteBt Eli' reiBBII:l'f1:B:ee, flitlH'e l1:B:aeeraed IIRft eeBtia 

18 geM elaims arismg Rem !He iBstmmee eeBtmets IIRft ~ 

19 ' eltlleellahle health IIRft &eeideM eeBlifaets. Stieft life 

20 iaEl\U'fHlee resel'¥es, exeept m the etISe elllelieies ee¥ermg 

21 lik; 'h:ealth, ed aeeidaB' iBSlH'tlBee eemhmed: m eBB :pel-

'22 ie1 issued 6ft the weekly flremilHB llltymeM pItm; eeBtiB 

23 &iftg fep !He &nil Bet sejee' ~ eaBeellatieB, mu:s& aIse lie 

~4 'fe lJ:aHoM tty. la-wt " 
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I' !!..fBt ABiHJS'i'EB BESEB¥FlS. The teftB, 'ftdjustea 

2 reserves' lfIeRBS me iBBUFRBee ft')seA'es eelBflu~ei ~ 

-3- RdiiBg tReft')te &ft RlflaQBt ~ t& ; pet' eeBtulfI eI ~ 

, 4 partieB ef Bftea. reserves ft:8 ftfe eelflPQ~ei &It It prelilflmlld'Y 

5 term hRsis. 

, 6 !!..f4t RESEBVE EABNINSS Bl£'i'E. The teftB !pe.. 

7, Bef¥e eRFBiBgs rate! lfIeRBS ft mte eelflpated hy addiBg 

, S' 2.11213 pet' eeBtllIH -f% pet' eeB6Hffl eI 3f pet' eeBMHB) 

, 9 te 89 pet' eeHtQffl eI HIe WI'emge r&te eI iHtel'eBi II:SSQfflei 

1() , itt eaffl!llltmg life mSQF!lHee ft')sef'\'es. &eft. avel'ftge I'fMe 

11 shaY he ealewated hy IlpplY&fIg etteB isslHHei r&te e4 

12" " 'mteft')st te the ffleltH eI the Ilffl8UBM eI the IldjQstei 

13. ft')sef'l'es eafflflHted lit thIlt fIlte lit the hegimtiBg MEl eH 

14 ' eI the ttifthle yetH= ftBfl di¥iffiBg the llIHB ef the praiaets 

15 hy the ffl9ll:B eI the temllldjas6ed ft')Sef'l'eB M the hegiB 

16 ' BiBg ftBfl eBd eI the tffialtile ~, 

17"~ REsEBVE' ¥9B BEFEBBBB BIVHlEN'.9S. The 

IS' term 'ft')ser¥e fep defelled divideBti'· metl:B8 llIHB8 held 

19 at the eftd ef the taJftlhle yeat' tlB fit JUJU ve fer di'lideBEls 

20' (ether th&B fti.vid9Bds paytWle daF&fIg the feM feDew-iBg 

21 ' the tB:ifthle y9ftf) the pllytB9Bt e4 whieh • defefft'Ji let 

22" fit 'peried eI ~ less fhtHt 4We 3<eftf9 freBl;.the date e4 ' 

23 the peliey e6BtffteI;. 

24 !!.(6t INTEBBS'P PAlB. The teFm 'mtel'eBt paid! 

25 m9IIBS 
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j ':' (1" .. ): :All Htteres#-~wi6hHij ~maNe ,.eeas 

, 2: eft: He iBdel:ltetHleBll~ etetlflt::e...: mdeB1ie~fteBS i:aeftrt.ei 

.& "e!'. eaBelled, te< ~S8 eJI.etH':I'j" ehlip1iiefts (ether 

.. 4" iliaBeeliga.t.i8ftS" ~ ~tThHt.e~; Sw.es iSB1li3i &ftm 

5,S'eJltemeerM;, 1917.,·flfidl er.igiBftlly'llIihserihei fer 

6 by the. ~Ilyer) the,. Beresli apea, wmeh is wheDy 

'1 el£eHlflIi Hem tae.liieB! ew Iihis ~ter, aMi 

8, 

9 

10 

·u' 
12. 

13., 

141 

15 

16 

17 

18, 

19' 

"(:8),. All llHleets,mthe flMIHe at Htterest, 

whethet! et!-ft8t, gIIII:l'Mteed, paid wiihiB the ftlfiNe 

~ 8ft! i:t:I:sumBeei eefttreets, ~ ea~ets &a'isi9g 

em eI mBtimfte8 eeawats)' whieIt. dtf ft8t iB-veWe, 

&t ,the Mme ei Jl&ymettt, JHe;. heaW\ 6l'. aeeideftt e&-

.. 
~ NM! m99)EB" The term ~ meeme'- me_ 

the gt'6IIS meeme leslI 

·~(A). ~ &ee IB.tere ... The, llHleet :81 

mterellt reeeived tlw:iBg.~. ftlfilile year wBieh lHlller 

seetiell· B3 iht -t4t- ill tmeladei &em. grass meeme: 

" (:8) ... Irwestmeftt. E.peIHIell" IB.vesMfteftt &

Jlelll!ell pe.l& iaritlg the te:H:We ye&i'r. tI Hty gefteml 

speMes are ift. p&R.eseigIlei t:& ep meladed m the 

mvestmeal e§ileMeIl, the t:eW .' dedttetieft ~der 4ihi& 

IIIlhllM'll.,rapa sh&Jl ~. eeeei efte fe&rt.h eI t- peP 

. eertMHB eI ~ lBeaB ef ~ Itee& vtWlI:8 eI the fa;. 

vested &SIlefill heLl M Qe ~ MHl eH eI the 
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'11- : . tafihlEi 'yea! flas eBe feiHth ,81 *he ftmelHli ~ 

~_2" wmea Bet; ineeme eelfllltHei witheHli any aeaaeMeB 

'1&;feP Hwestmeni expeBses ollewea By ~ Sa-BpM& 

< 4' . 'gI'ftpa,aeeeas 3! pet' eentam el *he ~ '¥ftltte ef 

'! S ' '*he mae ,af ~ m¥estea assets h:eM M the lIegiB 

0, «, ' , 'Bing and end ef *he iaBhle yeft!'; 

7 ' It (0) 'Reel Esi&te ExpeBSes. THes and ~ 

.is';' "'eKjleBSes'·paid aar..ng tfte taBhle ye&i' elfelasinly 

.~ ",. ~. eP :with: respeei i& *he real estate e .ilied By 

;10' '" tJie. eemp~"j'Bet inelaiing' taes IlSsessed agaiBSi 

U~ ', .. ':' , leeof1ienefits ef 0. kind tenaing't& mel'ellSe tfte ¥ftltt.e 

12: ~ " '" .', ef ih6' prepeFtyllSsesseil, eM·Bet inelading &Bf 

13 ftmelHlt po.id eat f6l' new haildiBgs,M f6l' l'eRBftBeBi 

14r ,., ·'r' Bnl'f&veHteBt9 8P heUemleBts mode te inefellSe ate 

15 ¥&lae ef any pfape! tj . -The- deiaetieB allewed ~ 

::16' " thiS' pftI'ligmph: sholl Be alleweil in *he e&Se ef 4Me9 

'17 ' .'. r , 'imflesed epeB: 0. 9ftftFehelae, ef 0. 86BlJiIUIY up6B his 

18 iffieres~ fl9 sh:ftFeh:eldef, lI'h:ieh Me !p&ie By tfte eem,. 

-19. .. ~ . witBeat. reimllHfSefBent ffem tfte shftreh:eldeP, 

2().- .. ' . Imt in saeft e&SeIt Be dedtietieB sh:oll be ellewed the 

21' - . " shareheldcF f6p the ftmeUm ef eelt tftes; : .;~ 

22" , It (D) DepreeifttieB. A reas8flfthle alleWllBe&; 

~ '! .' ' 'M '~¥iaed is ,seeBeB' -23 1l)-; ffJf ate ~e&; ..... . 
~ ,,: ' j Wee:. , fHKlteitr af Pf8PCi tj, iBeladiBg 0. reeseBllllle 

,"" . 



, 1 " ' .. (E) Capitol Lasses. '" Lasses frem 58les ef ~ 

. 2. 'ehMges ·ef' eapitaJ. 8;9se~s; &e~il I!ftbse<f1ie~ ~ 

'aDeeemser 3-l; 19B, ~ 4e etieB:li pfeviileil Ht see~iEl'a 

4' H!f..t 

5 .. (F) &ftil pfemiam Deilae~ieB. . The. ileolie 

,6 tieD fef tIiHl6faila'llle geOO pfemiHm pfaviileil ;i:a' 

7 seetiaB~ 

8 !!.f&t' RHN'I':&J.i V:..u.rmi eP &E:&J.i ES~A'fB. The deillfe 

9 tieD lHIilet'J BUsseetieft # -fit .~ ell # -fit iDt ~ 
10 this seeaeB eft &eealHl~ ef 8IfIj" feaI estft,l;e 8WBeil _. ~ 

11' pied Ht whale ell Ht ptIi'Ii by IlIlile iBsHmBee e8mpaBY, .shftD' 

12 Be limi~eil ~ 8ft &maet wllieh BeflIfS' ~ SIHBe" i'Qtie :teo 

13: '8Iieh ileilaeaeB (e8mlllHeil 'Wiatali~ fegnfil, * this sHllsee; 

14 ~ ae 4e feBtI!l 'I'fl1Heei 4e epaee ~ S& eeeHpieil heM9 

16 .!!.{at DEB13'8H0N8 eP FOBIHEIN CORPORATIONS. h 

17 ~ ease ef III fefeiga e9f;(lal'fttiaJi t.he ileillleti6B9 eReweiliB 

18 ,this SeaBeB sIWl Be allewee. * ~ s:~m pf9¥iilee. Ht'~ 

19 'plemeB:li I Ht t.he ease ef .. fefeiga e9f;(l9f8:8aB eagegeil m 
• 

20' Vade' ep LtisiBeBB wi~ ~ UBi~il SRtte!r. 

21 ~ DOfJ'DI'AI DBB~8HONB., N ethHtg Ht ~ seeMeB 61! 

22 Ht saeeeB ~ ep W3 eh&Jl k eeBBtfted * 1'et'fBK t.he 6ftRl6 

...... 

24!!~ lbaua A!iB Ao8lBEM'~. The Ml 

25 Bleem8 ef.1ife iBsaHftee 89IBf&BY iiiitiBg e&Be0llAAle heeltJi 



218 

1 &Btl aeeideBt eOBkftets sfiftll he aeteFHliBed IIy addiBg M tfte 

2 Bet me9ftle eOfBllHted IiBdeF ·SHhseetioH * ~ ef tlHs see-

3 tieR; 8t :pet' eeHMlIB eI Mte. tmeftl'Bed llreHlilHflS fMWl HHllilid 

4, losses 6ft SHeh eOBtr8ets. Far Mte llliFIJoses ef this sH6SeetiEIH 

5 SIieft· HBellf'Bed llremiHfBl! slieD he eOBSidered M he Bet lees 

6 tfttm % :pet' eeBtlHB eI Mte Bet llreHlilHBs writteB dlH'iHg the 

7 t&Jiahle ~ 6ft SIieft eOBkftets. 

8 "8E(;, aoa. .'.DJUSTED N9RlIIAI, TAX NU 1N(;9l\IE. 

9 * DHFHiFlUON •. FOF the pB:FfI8ses ef seeti8B ~ 

10 the terfB. '.8a.jllsted B6FfB8:1 tu Bet infloHle' HletiBS Mte B8FfBIH 

11 ., Bet meolfle fBiDaS Mte reserve 8:ftd. ~ p8Ii~' litthili'Y 

12 eredit pF9vided tit SHhseetioo. -fI*. 

13 " (h)· RHSHR¥B *NB OTmlB PoMe¥ I.J:A:BH.J# 

14: CREiBI'f. As tisetl Ht ~ seetioB Mte term 'Feserve &Btl ~ 

15 P8Hey Ha-hility eredit' lfleaBS ftB- 8:fBenM e8B1lHted By lfIala 
\ 

16 plyiBg the BOFlflal f,ffit fief> me8fBe By It figure, ~ he deter 

17 miBed tIBd llFgelnimed By the SeeretMy fer eaeh i:nxahle yetII' 

18 B8:Sed 6ft SIieft dftttJ. 'W'iat Fe9IJeei> M tile iBsumBee eelfillames 

19 , fer Mte preeedieg tHftllle ye&I' as .ae. SeeretMy eeBSidefll 
. 

20 repFeSeBtfttiYe fer saeIt ye&:P Ht aee8rdaBee 'W'iat the feI1~iflg 

21 feFlBllla:!Rie mae wltieB -fIt the agg:regate Elf 4he SBHIS eI -

22 fAt- g. pep eeBtmB Elf the reserves fer defeRei diNt'Bdg; 
~ 

23 -{B}- mteFellt p&id, 8Bd ~ the l'F9dtiet eI -{it- the JBe8B ef 

24: the adjusted FeBerves ti Ute hegHmiBg a:Bd eBd ef the iHahIe 

25 year 8Bd -{iij- the FeSt:i' d esmings rate heam ~. ~ aw 
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,1 ,eggrega.lie ef ~ Be9 iBeemes eempmed witheat tm:y' deilaeaBB 

2\ ~ 't.M &rea imereMo. . 

3 "BEG. ao&r .Al»oWSTPlI» ~OBP9RJ}l!IOJ\T SgM;.~ NJi:!I! INCOME. 

4 ~,DHPRfFfi9N, Fep ~, plifJlelles ef,' seetieR 00l; 

a j;fte,.wm 'a.djll:fl~ed ee'l"pel'8JtieR I!IIrl&x ~ iBeeme" meftBs ~ 

Ii e8f'lleffttieB SIlf~X, Be9 iBeeme EttS ~ peSel'¥8 aBd ~ 

1, pe~ Be:ll~ eredHi" 

8 ~. RBSEB¥B ~. OTHBBI ~RJ¥" J.u:sHtt'fY 

9 CBBB'E!f. AsU:Be& itt tfiis, Beetielq fihtl·~ 'peSel'¥8 tmd ~ 
, 

10 peaa,' li&1lilt~ epeilit! Ift88iIIS ftB' 1MBellBi eempatetl ~ JBU:lti 

11 plytBg tifteee'Pemtieft !IU:l'te: ftM iBeame ~ tifte figIH'e deteti 

12 miBell &aM ppeel&HBedllBllerseeti8B 003 (11) !' 

13 "SEC. 201~ UFE. INSVlUNCB COMPANIES, 

14 .. (a) IMPOSITION 01' 'IAZ.-

15· "(1) 1M GEN1iB.A£.-ThBre shall belevied~ collected, 

16. ad paid for each ttwablfl1J6C1'f'ufJOft' tM adjusted normal-

17, taz ftBC·~ (a.!·dep.uddl1&lIeotMnt.202), and upon the 

181 adjust«l corporatiora.sunaar'fteCoiftCOme (attdefinetl in seo-

19. titm. 203), 01 tNer1J·lif6 mllUrt.I1lt:<B· ctnnp"ftY Cau.t at the 

2Q rates' providtwl ia aechon·13 or' section 14· ('6) mad in 

21 IIection 15· (b j. 

22 "(2) FOREIGN UFII INBURANCB' COJlP.4NIBS.":'" 

23 . .A foreign life insurance COfItpantJ canying OR a life 

2i Wura1lOB. busitteaa tDitJ&ia tM U aitetlStaIeII if' wUl 

25 respa 10 ita United States Im_e&!- it 'toOt&ld, qtuJlify 



1: 

2 

:3 

4, 

:5 
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as a life insurance company 'tinder subsection (b J shall 

be taxable in the same manner as a domestic life insur

. ance- compally . except that the'determinations necessary 

for the purposes of this chapter shall be made on the basis 

or the income, disbursement/!; assets, and liabilities re-

ported in the.'annual statement for the taxable year of the 

United States business of sueheompriny on the form 

-(ipproved for life inSurance companies by'the National 

Association of Insurance CommiSsioners . 

. ' -. "(3) No UNITED STATESiNSURANOE BUSINESS.-

,1,1,' - Fjireiipr:lifei1lS1.irancecompan'ies not carrying, on an 

12 insurance' bUsiness -within the United States sliaU not 

13 be taxable under' this -,ection. but" :shall' be taxable as 

14 other foreign ,corporations. "I . 0:.. 

15' " - "(bj:DEFINITION' OF LIFE INSURANCE COMPANYf

-16, .Wlien' uSed in-this chapter, 'the term 'life wu1'aiwe company' 

17. . meari:s an insurance company which is engaged in the lnisi,. 

.18 .ne8s o'-issuing life' insurance and annuity contracts (eitTuir 

19. ',separately m: combined with health· and accident insuranciJ~ 

20 - 'lW MncanceUable contracts of. health 'arid accident insuranCe; 

21- and which has life insurance reserves (as defined in subsec;. 

.22,.Jiun (a) (2))plusunea1'fJed premiums and unpaid los:ses on 
23'. fW1W(lncillable-life, health, .or. accident policies Mt included iii 

~ life i1/$liianCe -reserve8~ ClJiripr;s;ng more. than 50 per centum 
~--ol its· total,.-~ 'For the PU1'pOse of this Subsection, total 



1, \reserVe8 .. me~~) life. insuranc~ ,r~rrVe8, J unearn~ ,premiu1ll8 

.2, and. wnpaUt, loss~s tnot include.d ,in life. iWUJlJJ,nc~, .reserves, aiJil 

• .3. aW,otherc iitswi'ance :reSfl'f,1JetI. rr.equ~red . 'by·la.~.\ \EQ'I' taxable 

~,.yea:rsbegi1ining after. I)ecembe:r.3tl ,1!)43" '"", :~v/ciaLQ3' funer'al 

5 benefit, insulfan6e company enga~ed di~ectly ,i,n' tM, 'manuflii:

;6\ ture,ofluneral ~pplies or, the..perfotm.,dnce;Qf tuneralservic£s 

7. shall, not' be ,taxable :underthia, section,bu~)8halLbe taxallZe . . . 
-a. under. section 201 'or section 207. 

,~.. . "·f eJ OTIIER- DEFIN£'J.'lON$,.~In .the oase"fJfq. life i9t-

10 ,Aurance companY"'"':" I.' r 

It "(1), GBOSS. INaoME.~Thetei'm 'grosS., inco'1li6. 

12 

13'" 

l~ 

15 

16 

17 

18 

19. 

20 

211' 

2a" 

2;l., . 

24 .. , 

means. the grosS amQunt. of income· :received ,d'lJ,ring tTU 

,taxable year from interest, dividends, 'ana reni8. ". :;r 

, \,"(2) LIFE IN8UBJ.NCE BESEIl'fJEs ...... The term 'If; 

"insurance re8erve8" means. amounts .w~icb.. ; are', computed 

or estimated. on. the basi8 of recognized mortality or mart 

.bmity tables and assumed ratu, of ,in~est, a~ which; 

'.are ,set 'aside ,to mature.or, 'liquidate, either, by, paymenE 

or reinsurance, future unaccrued claims arising from. 

life insurance, annuity" antI. fU)~ ~alth aRd 

.. , aociden.insurance contracts (including, life insuranCi 

. or cm1luity contracts combined with non.cancellabls healIli 

.~ acc~ insurance) involving, "~_&ime with ~ 

8JHId CO ~ha the N1.'lBr1J& is computed, lift, ,1&ealih, bt! 
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,ilcept in ,the case of policies covering life, health, and ao-

.2 'eident insurance 'Combined in '(fM policy issued on the 

,S 'weekly '1J1'emium payment plan, continuing for life and 

, .4 ' 'lRot8Ubject ,to cancellation and except as hereinafter prtr 

-a ''Videdin the case of assessment ,life insurance, must also 

6 be required by law. In the case of an assessment lif~ 

V insurance company or·association the term 'life insurance 

8 reserves' includes 8Umsactually 'deposited by BUCh com-

9 vpany or association with State or Territorial officers 

10 pursuant to law as guaranty or Teserve furu1s, and any 

11 furu1s maintained -under the charter or articles of incor-

12 poration or .association, or bylaws approved by State 

13 buftcrance Oommissioner ·of BUCh company orassociatum 

14 ' 'eXClusively for the payment of claims tlrising under cer;' 

15 tificatesof membership or policies issued upon the assess--
, 

16 ment plan and not subject to any other use. 

17 "(3) 4D.rUSTED BESERVEB..-Tke term 'adjusted 

18 resertJei means life insurance ,.eserves plus 7 per centlM 

19 of that portion o/such reserves ·as are computed on a 

20 preliminary term basis. ' 

21"'(4) RESERVB EARNINGS B.4.TE.~The term 're-

22 serve earRings ,.01£ means I.lrate computed by adding 

23 2.1125 fJer oentum (65 per centltfA of 3f per centum) 

24: to 35 per centum of theMJerage rate 'fJf tia.terest assu71Utl 

25, in computimg life i1fsu,rance reserves. Such afJ6f'age ,.aIB 



. -l . . 8hall be calculate/i', bi) rmultiplyinjl'- each assumed rate bf 

.',2 \interest by, the .mean ,of iheamounts,of .the adjusted re-

S serves Computed ·at·,that 'Tate at the beginning and end IOf 

.4:.. ',ih.e.taxable year and dividingtM,8'lIm 'Qf~he products by 

5 the mean of the total adjusted.1'68erves at the beginning 

. 6' undend of thetaa:able year • 

. 7 "c{ 5 J RE8ERVEFOR DEFERRED DIVLDEND8.-· The 

-,!~,term. IreseriJe for deferred. divirdends'means sums held 
• 

9. at the. lend of the 'tgxable year ·as a reserve for dividends 

\\0 ,( ot1&,63' than dividends payable during the year following 

11 the taa;able year ) the. payment of which is deferred for; i 

~periodof Mt less than five years from the date of .tfke 

13. 

U 

15 

~6 

1'r 

18 

19: 

20 

21. 

22 

23. 

24 

25. 

policy conwact. 
, . 
I , ~. 

"(6) INTEREST PaJD .. :-The term 'interest paitl 

mean.9-:" ' 

, . ~ 

"(A) .AU interest paid within the taxable yeat 

Cin indebtedness. ezcept on indebtedness incurred 

, or continued eo purchase or carryobligatwns (othet 

than obligatWns of .theUnited States issued aflet 

.September 24. 1917. and originaUy subscribed for 

. by ths~yer) the iateres' '''pon which is wholly 

ezempC from taxatiOJa "nder this c1wpter. and 

" "(B),d,U amounts i. the.nature of interest; 

. whether or not !JIUiratIleed. paid toithin the Ca:talk 

year Dra insurance or amulity,corNracCs (or coa;. 



1 

2, 

3 

4 

5 

6 

7 

8 

"9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

,24: 

.25 
~ 

~ ':; 
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tracts a7'1SLng out of ~nsurance or. annuity c0n

tracts) which do not involve, at the time of payment, 

life, health, or accident contingencies. 

"(7) NET INCOME.-· The term 'net income' mea1l8 

the gross income less-

U( A) Tax-free Interest.-The amount of inter

est received during the taxable year which under 

section 22 (b) (4) is excluded from groBS income; 

U (B ) Investment ExpB1l8es.-I nvestment e:e

PB1l8es paid during the taxable year. If any general 

expB1l8es are in part aBBigned to or included in the 

investment exPB1l8es, the total deduction 'Under th;. 

subparagraph shall not exceed one-fourth of 1 per 

'centum of the mean ,of the book value of the invested 

aBBets held at the beginning and end of the taxable 
. , 

year plus one-fourth of the amount by which nit 

inoome Computed without any deduction for inven

ment expB1l8es aUowed by this tJUbpararJ1'aph, or for 
tax-free interest allowed by subparagraph (A); 

exceeds 3-1 per centum of the book value of the mean 
of the invested assets held at the beginning and end 

of the taxable year;, i 

, 
"(0) Real .. j:stat4 Ezpe1l8e&-' Taxe8 and other 

~ paid during, the taxable year exclusively 

upon or with respect to the real estate owned by the 
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'1' .i • .- .. "bcompany, not.iricluding 'ta:cea·tzSsessea 'a!Jti.~t local 

2 \. _. " '< ' benefit&. .of a kind eendingto .increase-the 1Jal~ 'of tie 

. .,. , . .." 

$\ 

,~r . 
. 'l' ... , ' 

\8 

10 . 

11', . 

12, 

13 

14' 

15 

16 

'. \ fJ7'operty assesSeaj and; noti.,incl'l!J1ing 'any 'amount 

. 'paid out lor, new\bUildings, or-fw. pmn~nen; i1k

'provmnents or bett(liments mcide toincreas~ th~ value 

. '.of· an'll property; The deduction allowed ~y tliis 

pa'ragraphshall be allowed in the 'case of taxes. im
" ,posed upon. a shareholder', of tJ1coinpl:uiy 'UpOn Jiis 

.interes. as $hareholder,which 'are paid by t~~ com

.'. '. pany w~thout reimbursement frOm theshareholder'i

... but in such cases no deduction shall be allowed tAli. 

'. shareholder for the amount of such taxes; ,. 

"(D) Depreciation.-:A reasonable tillowanooI 

'48 'proVided in section 23 (l), fM'·lh. exhaustionf 

W8(1raful tear of 'property, including !areasoiuzhU 

. allowance for obsolescence. ' 

17 "(d) . RENTAL V ALlJE OF REAL ES'l'ATE.-.,:-'Che ded~ 

18 ·non·under 8Ubsectitm (c) (7) (0) or (e) (7) (D) of tAil . 
19.· '8eCtiot& ,On GOCOUnC of any real estate ownetl cmd occupied Wi 

20 whole or in ptIrI by a life iflsuraf&C6 company, shall 1M limW 

21 to an amount which bearathe same ,,000 to'suc1i dedtiCtiofi: 

22 (computed eoilhoul nlgard 1.0 IIU& 8Ub&ection) Q8 therentiJt 

2300lue of the 8pOC4 no' lID' occupied bears 1.0 the rmtar valrJe of 
nl .1.. _I:-.. ..........,y. .. ~ UIG' .,., .. ,,-v ". -1''WfI -: .' ,-. ~ 

~H. R.. 7378 ' 15 
- -, 

\ 
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1. "(e) AMORTIZATION OF PREMIUM AND ACCRUAL 01 

,2\ PISaOUNT.-The gross income, the deduction provided in 

·.a8ecti~n 20t (c)(7J' fA) and the credit aUowed against net 

-4. income in, section 26 (a) shall. each be decreased by the 

.5.' appropriate amortization of premium and increased by the 

.6. appropriate accrual of discount. attributable to the taxable 

7. year (Yfb bonds, notes, debentures or other evidences of indebt-

a,. edn,es8',fi,e.ld bya.life insurance company.. Such amortization 

9an~ acCrual shall be determined (1) in accurdance with the 

10 method regularly employed by 8'UCh company, if BUch method 

11 'is reasonable, and (2) . i1iall. other cases, in accordance with 

12 regulations prescribed by the Commi.ssione1' with the appr01Jal 

13 of the.Secretary. 

l4 , '''(f) DOUBLE DEDUCTIONS.-Nothing in this section or 

15· in .section 202 or 203 shall be construed.to permit the same .. 
16 items to be twice deducted. 

17. ~'(g) CREDITS UNDER SECTION 26.~For the purposes 

18 of thi& section, in. computing normal tax net income and CQ1*oI 

19. poratiun. surtax net income, the credits. provided in section 2fJ 

20, shall be allowed in the manner and to the eztent prwided. 

21 in sections 13 (a) and 15 (a)." 

22 "SEC!;102.. ADJUSTED NORMAL-Tn NET INCOME. 

23. "(a). DEFlNITION.-For the purposes of section 201, 

24 the term 'adjusted nonnal-tax net income' means the rumnaZ-

25 ta:i: net income minus the reserve arulother policy liability 



'l'C1'edit provided,in Bubsection\(b»andplusthe,amowntof the 

2 ',adjustment for' certainreser'Ve8 provided" in' ,subsection' (0). 

3 ,U(b)1 RESERVE AND ,QTHERPOLICy, 'LIPJILiTY 

4 CREDIT.-:As used in this section,theterm,'reserve and''JJth'er 

5 policy ,liability c1'edie means a1l' iamount:computed by mulii

·6\ 'plyingthenormalrt(J3)' net income by· a figure,' to 'be 'determined 
. 

'I[ and proclaimed by the Secretary fo'l' each t(J3)able year;' 'Th"is 

1'8 figure shaU, be based on 'SUCk data with respect rolife insut-

9, ance companies for the precedingtaiable yea'1'l(J,8, the Secre-
10 tary considers representative and shall be computed in aCcora- . 

II ancewith the, following' formula: The ratio1which (1) the 

12 aggregate of the sums of (A) 2' 'per 'centum -of the reserVeS 

13' 'forde/med dividends, (B) interest paid, and (0) theprQdud 

14: '9'1 (i)tll' me(%n ofth. adjusted reserves at the beginning and 

15 end of the' ,ta:cable year and (ii) the reserve earnings, rati 

16 bears to (2) ~ aggregate of fhe e:tee88 of net incomes c~ 

17 ptded without any dedu.ciiori for ta:D-{ree interest, over "1M 

18 adjustmen'for certain. reserves provided in subsection (c)~ 

19' :f'(C) ADJUSTMENT FOR CERTAIN' RESERYBS,-In thl 

20 case of a ufe insurance company unVing romracI8 other than: 

21 life i'IISUronce Of' annMUy eontract8 (either separately or com'; 

22 bffiec.i with ftO'IICancellabl~ health and accident insurance). tJu; 

23 term 'adjustment for certain reset'TJfd'meml3 filli' amount equal 

2-1 to 31- per centum of the "ftear'Red premiums tmd vnpaid ~ 

25 on such other contracts tt'hicA are not included in life insu,.. 



.1. \ancll r~m;~. . FOr the .purposelJ 01 'thiJ . subsection such 

. ,2· 'unearned premiums. shall not lJe considered to be leas thq;n 

. La \.,25 per centum 0/ the nllt premiv,1}l8 written during the taxable 

" ''-
, I,' !. 

.'~~$E~. 203, . .ADJUSTED CORPORATION SURTAX NET INCOME. ,; 

\,6' ..; ,'" (a) D EFINITION.-F Or 'the purposes vlsectwn201, iJI.e 

.1', : ter.m.: 'adj'llated cOrporation sur.t(3) net i1ic()me' means'the cOt

,~ portition sur~Cl3J.net income minus. the reserve and other poliiJy 

-9 liability credit and plus the adjustment lor certain reserves 

1'0 provided in section '202 ( c). 

11, U(b) RESERVE. ·41lD OTHER . POLlCY LJABILIfi 

~ ,C!(EI>IT'.-.-Aa used in .this section, the term. 'reserve and otlzd 

13 -. policflliability ctedit' . means an amount cumputed by m.ulti" 

14· plyinfithe cOrporation surtax net income by the figure fkterf 

15 ; min.ed .and pr.oclaimed under section ~02 (b)." , 

Itt, (b)', TEcnNroAL A~:roHENTS."'- .. 

17,' :.( 1 ) Section. 103 (relating to rates of tax on citize~ 

l~; 'i ... ' and' corporations of certain foreign countries) is a.l!lended 

19., ,'. by'striking out "201 (b)" wherever appearing therein: 

20-, 'and inserting "201 (a)". . ! \'" 

21 .' (2) Section 208 (relating to net operating lossest 

22. _, (!?07)is ftHleBded By. iBsefliBg afw $e wertl "lIIlppl!!_ 

~ " '. }Bam" • e8BHBa IHld ~w9l'ds "ethel' theft Iile iBstHr:. 

24 ,"." ~ eampttBies," is repealed. 
• • _r • r p • • -'- , .. '. ~ 

~ . . ) 
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f1' '(20~)sEG.~INSURANCB tmw.OOES·oTi!F;BTBANLIFE 

;3,: SEC. [ 166, IN~U1U.NCE ,COl.tP ANIES 'OTHER, .THANLlFE OR 

4 MUTUAL. AND MUTU4 " MARINE ,INSURANCE 

[5, ". tOMP ANIES. 

fi'; ~ (a)' ,Section 20'4 !(a)i (relating to taxion insutilnce com

':'1 ' paniesother than:'life or mutJial)'is amended,tq 'read as 

·8, follows:: .. 

:.9', !"(a) IMPOSITION 9ll'TAX-"'t"", 

10: Jr (1) IN GENERAL ........ There !Shall be levied, ,coUectedj 

u, ~. ,and paid: for each taxable' year upoldhe normal-tax nell 

12" . ,mcomll and upon the corporation surtaX net mcome ot 

13 _every insurance company (other' than a life ,or mutual 

14 . insurance company) (209)andJ every mittual marimi 

15 . 1118tM'anci oompany taxes at the rates speciiied in section 

16.· '13 or section U; (bJ, IUld in section 15· (b)J.i 

17 ," (2) NORMAIrTAXAND CORl.'OUTION. ,SURTAX 

18 NET INOOXB OF, FOREIGN OOtI"RANCB. CoMPANIES 

190TBEB TB'AN·LIFBOB ~UA:J,' (210)AND ,FOREIGN 

20 MUTUAL MARlNE.-In the ease of a foreign insurance 

21 company (other than a lifeor·mutual.~s1irajlce com", 

22 -p8.ny) . (2U)aftdtJ /0'I'figft mututil-mariu insurance: 

23 . . COfnptmy, the normal-tax nei inooDie· shall be thtl net 

24 income from sources withiq the United S$8tes nUnus the' 



230 

;1, . 'credit provided in section 26 (a), the credit provided 

2 in section 26 (b), and the credit for income subject to 

;3, -the tax imposed by Subchapter E of Chapter 2 provided 

4 in section' 26 (e) and the Icorporation surtax net income 

5 shall be the net income from SOUl'ct'1J within the United 

6 States minU$ the credit provided in section 26 (b) 

'~' (computed by limiting such credit to 85 per centum of 

8 the net income reduced by the credit for income sub-

9 ject to the tax imposed by Subchapter E of Chapter 2 

10 in· lieu of' 85 'per centum of the adjusted net income 

11 'so reduced), and minus the credit for income subject to 

12 the tax imposed by Subchapter E of Chapter 2 provided 

13 in section 26 (e). 

14 . "(3) No UNITED STATES INSURANCE BlJSINESS.-

15, Foreign insurance comp8J!ies (other than a life or mu-

16 tual insurarice comJ,>iI.DY) (212)and foreign mutual ma--

17rine insurance companies Dot l.'Ilrryingon an insurance 

18 business within the United States shall not be taxable 

19 under this section out shall ,be taxable as other foreign 

20 corporations." 

21 (213)tBt- SeetleR 004 -fet (Feltttiug ~ dedtletl8ftS) is 

22 tmleftdee By strikiRg ~ the peried .M the eBi ~reaf &.Btl 

23 iBseftiBg. semiealaR ftBd the felle'ftiflg tteW IlItmgftlpBs: 

24' ~ .- "(l1)!I%e ifieFeftse dUFifl~ t1tf. tft:tftl,Je ~ itt SIH'-

25 plas &JIl'orti6f1ed at flflJil'Y JwJtll'~ itt tItffl etlfllleity &!I 
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,em kay. deefeftS6 darifJ.g ~t6ahl6 :yethl"iBllItU1l1as 

apperii8Bed. \& peliey ftaldefs" itHftea. i e/t;plieity Mi ettelt 

sh&ll heiBellided iB gf6SSiBeeHleF . '\ \ : 

" (12) DivideBds \~ l,siHlillllt' diBtfl6litieB~ ~ ~ , 

peliey helders iB theif elipaeity liS ~ t ,,'I, ':,\ \ -

'," (13) .~' aedaeti~. aHewed,"aillleF Jlll>fft:gi'8;phs 

~ aM (12),tlzBd..the iBelasi6B ,Hfgf6SS meeHie 

·ltBder plifllgl'8:11h . (II) , IIhttll .00 \e8mplit~d' ,tider, aM 

limited W Mte ftHieuBt whieh weuld' Be ti:llewed if tIie 
• 

~B>Yer.were t8df:a8leHBaeF,seetieB ~'eJr:eept tftM 

iB aetel'fBiBmg stteh &ffieltBt 'iB.-¥estIBeB5 iBeeffie .,lWlI>ilaMe 

\& ~'ai."itleBds,ll!It& SiHlHIH" tlistrilKitleBS' ,'tiItaJl he M 

IllftelUit wHieH ~.i\te ~' ~ tel ~ &iBelHlt 8seer! 

wne6lHltierseeties, 00!i- * ftt· liS the IftetlrB: ef tid! 

, etHftef fAt ttBe&:l'ftetl J:lremil:lmB' tl:Bi lHl:Paid' lesses eft 

po..-.tieipatiBg iBslH'QRee tKHl ~ 8Iirtl1lHl appertieBed iti 

pelie)' haldeM &t~. hegiBBiflg &Bi e6 ef ,t;he WlftWe 

~ ~ M ~ '1BeQft ~ tlte .tete!, Iedge£ Msets &f; the 

(6) Section 204 (b) (5) (f'slatingt~ definition of pr&;. 

21 mwt11.8 ear'Il«i) U amended . by striking ow the' mi'licolon Bl 

221 the end thereof Cuul inserting a period awl tlle following new 

23 8t1ikmce: "For eM purposes 'of Ihu subsection, 'ull8tlf'fled ~ 

24:"uufIIS Mall iNclOO6 lifeinsurtmC4\ t~,As defined iA 

25 3fflIum..201 (6) (2), pertaining w iMl'ffto burial, or funmd 
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1 insurance" or annuity business of an insurance cmnpany sub

'2 ject~' the tax imposed by this section and not qualifying aaa 

3 life insurance company under section 201 (b);" 

4 ( c I Section 204 ( c) (relating' to deductions) is amended 

5 as follows: 

6 (1) by changing paragraph (5) to read: 

7 "(5) CAPITAL io8sEs.-':'Capital losses to the m-
'·8 tent provided in ,section 117 plus losses from capital 

9 assets sold 01' exchanged in ~ order to obtain funds!to 

10 meet abntmnal insurance losses and to provide for tM 

11 payment of dividends and similar distributions to policy.. 

12 liolders: Capital·' assets shall be cOnSidered as sold or 
13 exchanged in order to obtain funds to· meet abnorrtial 

14 insurance losses and to provide for the payment of 

15 dividends 'and similar dist,,;ootions to policyholders to the 

16 ' extent tJuit tlte gross 'receipts from their sale or exchange 

17 tire not greater th'an 'the' exCess, if any, for the taxable 

18 year. of the sum of dividends and similar diMributions 

19 1Jaid to policyholders in their captJcit.1J' us truck, lo88eJl 

20 paid, and expenses paid OV~ 'the,.sum 01 interest, di~ 

21 'dends, rents, and net premiums received. In the appli-

22 cation of section 117 ' (e) fiYr the· purposes of thiR 
, 

23 section, the net capital loIS for the wable gear, shall 
." 

24 be the amount by wkWh,losses for. such year from MIla 

2l) 'vr e;rehangeB of capital assets exceeds the sum of the gaiM 
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2 lowing amounts is the lesser: 

,., '. . 
wO ,t" 

4 

~5 +': > 
6 

.: . ~'{A J the eorp01'ation: iJurta:rf net'incqm6 ':lcom

,puted without regard to {Jairi&'or losses frornsales Dr 

'[MxJhanges!'ofcapital '(J8Sets):101" . , .: 

"(B) losses from the salefor'te:rohan'ge :o,.·cap.. 

'1'1 ,'" ,:: ita! (J88ets Bold or eiChangecl tcf'oota'in:-1uncls to meet 

-8, " I 'abnormid' insurance losses and to . prOvide for the 

,9· payment of "div1.de1uU 'and similar distributions to 

10 .. • policyholders. '. j 

11: and (2): by strilr:i.ng out the 'period at the end thereof anJ 

12 inserting a semicolon ana thelollowingnewparagrapliI 

13 .. " (11) Dividends and similar distributions, paid (y/. 

14 ,decla,.ed to policyholders in their 'capacity MaUch; TAli 

15 term 'paid or declarJ shaU be coitstrued !aticording it) 

16 eM method of aocounting regularly emplciyedi'li' keeping 
17 the books of eM insuranc~ oompany.~· j • f ' ", 

18" ,;';-(d)S6CtiOn 204 i" ame1!ded by adding at eM end thereof 
19' thlt following new ~~ .. 11 ,!" , " '.., • '\' . I, . " r 

20-, ':'«(f)' OkEDiT8 UN11BR 8BCf'lON26~-FO'I' tlle'f'Uf0p08e3· 

21 ' ~of }hi" secIitin.; in computing 1Wf'Ift(Il ta$ nee :incomt tmtl ~ 

22 poratitm .mrtailt mJ .~ 'eM cndils l1f'ovid«fuullCtioit 31-

23 shall· be 'allo,oet'l in 1M manner mtd fO' th,'~ prooi.d«l 

24 ', ',., el1' ('J" .... HI sectiofts 13 (0) an ,II a ,.... .' " , .... :" I ' 

25 (2i4~ (~)~ .. REFERENCB.-l'or~' stamp!' tax O'n 
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1 policies written by foreign insurers, see section 502 of this 

2 Act. 

-3 (215}8EG- 14;. Mt1W .... L IN8~R.\NtB 'tAMP .... NIE8 OTHER 

.:4 THAN loIFE. 

5 -{&}- EnlMPT C9MPMf£B£h Sees8B· !G1- -fHtis 

.6 &HleBded ',f,& ,£efld 11& fellews , 

,7 "{l1J Mutuftl IWl; eyeleBe, e&sufI:lty, lisllility, ep 

.,8 moe mBU:f8:Bee eempllBies M 8BseeiftS6Jl1I (iBeludiBg mteF 

,9 HlslH'efS flBd l'eeipf6eel HB8eiiililiePII) wfitiHg iBstmtBee 

10 ee&tffttlts lIelely eft ... Iftutuftl .1Iasis,· Y ae· fBeftft ef tJte 

11. .ledger 8£lgets held at ate 1IegitmiBg &Btl eH ef ate tft:t... 

12 ahle yetH' daes ~ elfeeed $U)O,GGG;". 

13, * T' x • BUI C9MP~S. SeetieB ~ (reltttiHg M 

14 tIl;lfftliieBef JBHtull:l iBsttmBee eempamesetheP ~ life)- is 

15 ameBded M i'eo.d ItiI {eDewlI: 

17 LIFE. 

18 ' !!..fet lMPas'E'l'I9N eP TAL There eIWl he Itwied; .eeI. 

19leeted, tmd paid fep e&eIt t.&Wle yetH' tIpeB ~ M iBeeme 

20 ef every JBHtuftl iBsaraBee eeHlpftBj' (et.her ihtm a life ifIIIIH' 

21 a.aee eempllllY) t;he eerper8lii6B: lIIif't8lf Bel meeHle ef ~ 

22 is e¥er '6G,OGO, & tH eempHted ItiI {eDem : 

23 !!.ftt N 9B!I:&L '£:AX.. A neiMti eft tBe B6f'HIftl 

24 tH fIf't meeHle, eeHlpHted H tfte rHes I'AWided itt seetifJll 

25, .J.3;- ep 48 pet' eeftt.am 81. fIte. ft:Ift6HHt hy .. -Lielt ~ 
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-tee lesser; flas' '. 
!!f2t' SB'8'f>&X;, .. "... slH'tal£ -6ft~. e8~8fft1;i8R SI:li!-

, ,_ BM iReElHl~, 'eElHlflttted ,fll1; the ftl,tes '(If6'1ided: m seetieR 

'-!i % ~ 4-l1 peP eefitum' ef ihefHR81H1:t ~\ Whieh '~ 

e8~8lf1>tieft Bftl'tft,x :aet _me aeeed:s $aQ,QQQ, wlliek 

twef'!e 'the 'lesser. 

, 

M -the eegiftR:iftg ftftd: i!Bil ef the t~le 'year is ~ 

$100,eQQ ~ less tIwt $laQ,QQO,the ti Rfider this Stt9J: 

seetieft slttHl Be ftB: IbIft81H1:t wftielt :aea.rs' the same '(11'8'(18' t 

~ M the sam ef the lesser fHR8SRte 'lISeerMed: lHI:eeii 

flilil::tgiftllM flt ftB:d: -f2t tIS the el£eeBS twef 'lQQ,QQQ 8f 

etteft mee ef tfte leeger assete fieal's * $00,000. , ' 

." ( {) NORMAl. 'fAX:ltNB, (JOBPO~ffi3'Il;'f' 'tf 

~ J:NOOMB eP FODEleN MB'I'fJ:A1> I'NBl'J'BMif(JH EJe?If 

PANHlB O'fHBD 'fHAN I.IFH. Ift the t'ftBe.ef 6 iefeigB 

.' mu:t8e.l iBsi:l-J'IIIBt'e :1'8lftflaBy (8the!' ~ .. life iRBIH'tIBee 

e8R1r~) , t-Ite 118l'R1M h~ ~ iBeeme slttHl Be the Ret.: 

me8m8 &em S88feeB ",ithiR the UB:iwd: SWttes miBHs ~ 

ePedit pPe,.riiled m eeeti9R 2G -w. ~ eredi, '(I1'8-flded: W 

8eefi,811 ~ *' ftB:d: ~ eredit fep meel8e 8Ilh;jee' fie the: 

'-, _i~l'tI ~ SttIlffiftrtl"l' E ef Cherte!' a Jlf6vided ift: 
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.1 ' shftD 'be the Bet meeme ft.em S91H'eeS withiB ~ UBi~ed 

2 States minus the eredi~ previded iB seeaes BG ~ (eem 

·3 . pu~d By.1imi~g saeh ef'edi~ ~ 8& peP eeBtwB ef ~ 

.4 . Bet meeme redaeed ~ the, ef'ed~ fep meeme BU9jees te 

~. . • ~.~ impesed' By Stffl9pfiel'. E ef Chttp~eio g in Iieft 

-6 .. .~ 8& penieBttiJB Eli the ildjasted Bet meeme ~ redueed}, 

7 ftftd miDas Hie ere~ fer meeme: BtllJjee~' teo ~ • 

8 impesed By SuheBtlptef' K Eli Ghtlptepg previded i:lt 

,9 seetieR BG # I' 

10 ~ Ne fFNl~BB S'l'*HS INSlJ"BAN(JB BUSHiPlSS. f 1 

11 . FefeigB mutaid HtslH'tlftee eemp8:fties (ether tfta:a & Iik 

12. . HtsUftlBee eempftBy) Dei etmyiBg 6ft tlft iMartl:Bee -.: 

13 00ss withiB the UBitea Sttltes . shaD Befi be tlt:lfllhle &Bde!! 

1* . this Ijeetiea' Bat shaD :ae tllfiBle tl8 ether fereign tlef" 

15 pemtieBs. ',-, j 

16, ...!!..(D}- DBFINl~ION ep lNeol\Bll, E~e. Is the esse Eli tlft 

17JBSlH8:Bee eeHlJlftBy lt1tBje~ t& the _ impesed ~ ~ 

18 seetteR 

. 19 . ~ (ffioS8 DlE!9MB; 'CrellB meeme' meees the .. 

20 sam ef -fAt. Hwesthlea' meelfte tt8 ddiRed iB pllF...gla.fl~ 

21 % -fB)- hdE:i hlitiBg iBeeme tt8 defiBed iB ~ugIaJlh.: 

22' ., i4h ftftd -tG}- all ~ KeHl9 eeBStitBtiBg grass meeB!«!. 

23 ~''', 
(-'-

24 : ~ INVBSTlIENJ BeeM'B. 'IM.utmea' inee~~ ,.,. 
25 metIDII the grass ll1ftellBf; ef Hteeme dariag the tMfthle: 
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:1; ':';, !; • ~.&em .imefes~, . fti.Vitleil:ds,: )rems, 1i.Bd>ga.iDs Hem ~ 

.I~ ];;;f :1t)fl~ftBgeS. ef ~i(!iW IISset&:te:j;helat$ l'fe¥itletl:ift 

3 seetieR H-1; lees tAt lesses ifem:~'6P; ~ges rN 

r~:f ': ,ieftllite.l··fli!seliB,~:the ,e'lf:~eBl:l'fe-ritletl m seetieR Hrt; 

!t,~i:, ;~ tlepl'tieilbtieR, 'twd ~iB~~est ~; :i 

rl<.:" ',' .:.!!:f8t.lN\tsS'i'eN~.~NsiJ!s,.l!l'i'e;, As used 1ft , , 

... ~,; ci H~ stieheB the. 'el'iBS '.iB¥,eI!tJBeBIl ~ElBSeB'".!rea.l esta,te 
Q, " '.3 "':'t __ .3,". • ~ _1._11 1. __ _ 

-Pi ":" I 9l'eB:ses .' ue(!!1tl6l&taell ,. QlUtt l:BtefeSu; p=<r 1mItI:t ~ 

"9r, I ,~,S8iBe. me_g, &I!:d: sha.1I kBliejeet, ~ the ~ 

lJ,': . ", lie:i~eBB. eBm:seetieR,Wl'* -ftt.-(Rh ~ e.&4 

12) '. "'~ ,seetieR ~ #.~ ,-tAN _ fte(ltt6B Wl- *. 
~'j ,,:l -,(.e_g ~ .. Ii:fe ~~ eempa.Bi:es)', kt:eftell " e6!W: 

~TT fTT.3 ••• , ~ ~'i'I'NQ lNege~ .1jRuW iiiltiittg 1M ;1.6 

1'1 . 

18 

aeBie' 1Bee.tlS Bet l'remi:1IIBB reeei:¥edituiBg the tIIilE8.We 

,-e&iBBunl.B:ee . 'eeRtraetB . fIlt:ts .1lIB1' tleefease firiBg 

U· l' 'tMe& ~ i& fitly: ~ the ilems Bl'eeHied iii BBhJl8l"'4)iiq;& 

201 ' 

22.} .~ I ~: .'. iBsumBee . Pee&veraWe ; ., 

23.J h " .... ' .. (:8) ~Btle. ii .itDng . e:tl'eB1188 aai lee& a.djust~ 

25 
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tmy ei the fellewiBg items! # ftftelll'Ded premilHfHl; 

iiit 1HtJ.la.id lesses; aM .-(tiij-. SIH'fIlu:iI ftppeftieBed 'M 

pelieyheldeFs; 

<t (D) Dp.ideBds &Bd: similaP distMlltleBS p&id 

M pe1ieyheldeFs 6IH ei PFemimB meeme &Bd: BlH'fIlus 

ftppeFtieBed M pelieyheldeFs. DffideBds &Bd: simiffl.p 

. distrihlltieBs p&id te pelieyheldeF9 sOOll De eeBBideFed 

te be paid 6IH ei I'FemimB meeme &BEl slll'plllS ftppel 

tieBed te pelieyheldeFB eBly, te theeHeM ihey a

eeed the sam ei the mvestmeBt meeme ei the t8tilJle 

ye&I' IlR-8:ilaIJle te '(lft1 dffidefids aM similfMo distrilIB 

tieRs' in ~ ye&I' plus the HweBHBeBt; meeme ei ~ 

l'FeeediBg ~ ye&F9 iii hegiBBiBg aftep Deeem 

lJep 3t, 194:1) Il¥Rilshle te PIlY tIIleIt dh·ideBds aM 

tlimiIAF distFihatieBs in SIleh'~ em ,Bet Be use&i 
< " \ 

!!..(9t·NM PB£MFe'M8 BBOEi\ 00. 'Net; premilHBl 

Femed dmiBg the tIltihle 'yeM' eft iBBtmYtee eeBtrs:eW 

mellBS 'gress J'I'8fBiIlms" (meladiBg l'remilllB depesite 

tmiltB less FeaHB premilHfHl &Bd: I'remilHBl ~ fep ~ 

iBBa:r&Bee. Am8llBj;9 FeliUmea where the 1lIB81Ifit is Dei 

ke& in the iBBIlontBee' eeBiftet bM depeBM fIpe& t;Be 

8flerieBee ef the eempMY ep the diseretieB ef the 

HIftBtlgeJBeBt sImlI ~ lie meladed in feRmi premiumS 
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1" l i'l:Hit. sfttil··\e i1'eOJtetlllB i Iliv-iaeftast& polieyhe.Jaers U:fl:ftep 

2:11llll'ft;gMph.f4r (D) ;, 

3 ..!!.f6t8l:FRi'1>UB APi'eBi'IONJilB.·· 'f9 P()J:4~ 

,4, . . ',HeMlJilBB. 

5 i U (A) .;m Geti:e~. ' 'SIH'pllts IlIrp8fti:Oftea t& pel-

-,6. L ieyhelaefB' metl:Ds t!Iit!ft p8fti:OB' ef -tBe .. ~ ef the 

7 eeBtf3ftlBY tIS i:s heM ieP diswilnlliieBt& pelieyhelaefs 

t8. "8efefe the elfPifflJtieB ef Me'yeM9 eiW the ~ef'H!iBa 

: 9· ' _' ef ~ lIelieies ift eqH:itahle lIl'ellem8fl: t& the 

1& 1l:Hl6tiB~. ef·the s~ e8fl:m.8ft~d: ~ eaeh p~~ 

11 . helaer ·eP ~1ip ef pelieyhelaers' 'ftfl:d: memd:eli 

12 8:HI:ellfl:ts Bel; tIBifte fep. the pll)'fl'teft$ M ftiviaefl:fts IlB:d 

13. ,simiJe,pdistMatteftll ~flelieyhelaerB. ![!he &meIlIli 

14: ' . . ef BIil'flla& a,pflePliiefteil M 'flelieyheWers shIlll ift M 

15' 

16 

17 

18 

19' 

-ease fie eeBBlael'ea t& elfeeoil tI:B em81Ht6 w'hieh wetHd 

letwe lHlftPlIortt8fl:Oa BlH'fllas eft1i8I t& 8l' less thtm the 
• 

Iifl:IlJlpoftioBeil sliJlllas tIS ef thehegiBBiBg ef the 

. " ,W ~ year whiell 8egHtS tiI;e Deeemher Mi 

20; . I' ,d,';" ('8) IdmiI;ati8fl: eB Am8U:fl:fi lBelallihle. :Fe!o' 

21 the PIiJlI8BeB ef Bli8pIl:i'f.gIIlfIS:'~ Be 8:HI:e&M ehd 

22 '1 'k iBehtiled ift ~ &fIfIeRieBed &&' pe1ieyhelders' 

23 ; - eeB8, . eilep the pl'8'fisi8BII eI the imlilEflKiee ~ 

24 .·'~er ~ &he ~laW9 eI the l!8HlflftBy,.the ets-: 
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,~tHi8B eI saeft emetJ:ft!; is SfleeHieeJly reqttifed eBd 

the dislirih&liieB is ~ &$ the ,disereliieB eI .ae iiPee 

, ~ eI the eeHip!HtY. ,!l%e ftJet; thM the disk'tB&liieB 

eI ftB tml8ftB6 etl>B be withheld is: efflep ie, eeHiply 

, ~ re~8Btis eI S68.6e I&w; eP ma.y Be etHIjeetied 

fe lies: 6P 8BBeSSIBeB6 t& mee& IlBB8i'Bi8l less 6P de

,elffieis: Hlftl'ke6 fiI&e eI lli!Setis, shftl\ ~ l'reYeB6 

the iBel&Bi8B eI'sooftllHl6tJ:ft!; is: BtU'JlIIIiI Ilpper6ieBed 

.t& pelieyWderln IB: Bit eaSe ehfi,)I 81ft 1lIB8ftB6 I!eld 

~ mere',thtm Me 1.eftf9' hem the &ermiBaliieB ~ , 

,~ ; pelie'y be' iBel&EleEl is: SIH'flltiB Ilpperlii8Bed ie 

{ . 

"(0) Speeiel Rule ler TIhlfIlBle Yell:l'fl :BegiB: 

ttiBg:A:ftet: DeeelBBer 3l; 19B, eM :Befere JllBlIM'1. 

1; 19~. Fer the P1Hl'eses eI 8RBpllftlgiaps tAh 
-ler tiIhlfIllJle" ye&fBBegiBBiBg aE&er Peeeml!er 31t . 
19B, aBEl belere.JaBaary 1; 19~, ftB II;IIt88:M ehfi,)I 

be iBel&Eled itt BIIfllI&B IlpperliieBed t& pelieyltelders 

if iBel&EliBle ftB8er SIlBPlllRgUlpB iBt er if payaBle w 

'pelieylleltlers ftB8er the' etitahlislted B8I'fB8l pmc6iee. 

, -
22 . ~ "." (7) INVBs'f¥:BN'E ~ee?EB Al' ," • BJJB 'R9 ~ 

23, . BIVJ:Ba.~S A:£9 sUm 'B BlSTBIBSTIeNS" 'lB~eo&eBt 



,1 . ~ mefmB " m¥estmem ,meeflie;~: ~,' ~aam,hle re¥. 

2' (eempatell witheat ftlgll.'fIl_~ seetieBffi.tIl)- an6 W 
a, less . W aR 8:Hl:el:HN;~te, 2-l- .~eeffi1HB ei ,the it-
4 'terest"eft ehlige,tieBli'~:fE¥lP~~~':~lHeft a. eredil; is 
5 aYewa.ble eller seetteR ~-wr .(relatmg_~ mterest ~ 

6' eertttiB: ehligatieRs aI the UB:i~8 St8:tes[ , IlBil: -{Bt- t@ 

7 l:tffieet ~ ~ 46 per eeRtlHB at s& lftaea. althe,~esj; , .. 

.8 mem .meeme(eempatell witluega:rll ~,seetiI!B.%+& 

9 &Bil * 8:S eK:eeelis th~r SlHB, al1ij;·the i intl!fefili 4tJt 

10 ehligatieas with! respeeli ~ whleh a. el'eElit is alle,!!~ 

ll.'1iBder' seetleROO#, plas -fiij- ihe- ~efest 'eft ehli~[ 

a tieB:s Ileserihell iB BeeBea ~ .. -(ht -f4h .~ 1iiit tM 

13 el'etlili pre'fidell iB seeBeR 00 -(ht (rela.tiHg'te di¥illeRd~ 

14. . l'6eeind 6ft steek alliemestie e8pp8f8:tieB:B); " 

15 " (8) NE~ IN80MB. 'Ne~ iBeeme'mefmB the ~ 

16 meeHle e&. aeWtea tit . p8:f8:gI'ftJlft -tlt' aI'this, lIahseeB~"" 

17 lese the feYewiBg lleliaetieRs: • •• f 

18 . "(A) All lleElaeti&BII e& previEleli in seetieR ~ 

19 ~ the steBt ~ etrBerwise all&weElI ' 

20 ' "~ !!!he' 8:lB81:HN; aI the ea· epefttmg ~ 

21 aetlaetiea previdetl iB: seelieR 23 -tat elfillll' thM ~ 

22 . . eempu:tiag saeft tletlaetiea trhe tefffi9 't.hitd Jlreee~ 

23 mahle ~1IIf'. 'seeeR~' preee~ ~e yeM'. ~ 

24 ' .!fiM preeetliBg tBH:6Ie yeu!.85 use& m ,seeaeR ~ 

n.R. 7378 16 
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ehftll Bet iBele:de ftftY talffible yetH' hegimHBg helere 

Ja:Buftry t; lIH2; ftftd,. 

It (C) ~ amelHi~ ef iBtefest whleh IHider eee

ti6ft ~ * -f4r is . e:s:ellided fer the tamhle yetH' 

.~ ~_ iBeeIae. 

!!.fe)- Th3BuonoNS eP FORBIGN CSBPOB*nONs. tit 

·the ease· ef 6; fereigB eerpemtieB the detl!ierieBs Illlewed in 

~ seeneB ehftll be Illlewed te the eneBt previtled iB &p

plefBeat JiB· fhe ease ef 6; fel'eiga eerpemtieB eBgaged in 

tmtle m. hHsiBess within the :g:ffitetl States. 

11 

12 

"fir Do~ DBBuenoNS. N ethiBg in this seetieB 

shaIl be eeBBtl'lied te pel'Iait the Il&l6e itefB M· be ~ 

13 dedHeted." 
- -

14 SEC. 167. MUTUAL INSUlUNCE C01'dPA.NIES OTHER THA.N LIFE 

15 OR MARINE. 

16 (a) EXEMPTCOllPANIES.-Bection 101 (11) ;., 

17 amended to read as follows: 

18 -. -"(11} Mutual insurance companies or associations 

19 other than life or marine (including interinsurers and 

20 reciprocal underwriters) if the gross amount received 

21 during the taxable year from interest, dividends, rents, 

22 and premiums (including deposits and assessments) does 

23 not e:J:CeRd 875,000;". 

24 (b) TKXABLE COJlP.A.NIES.~ection 207 (relating to 



'1,\~·itf!3JaWJrt\ or, mutual Iiti'ls,ur(J,npecompanie8( other,1thiJ.w. life) rs' 
2 '-amended, to 'read as folloiVlH 

~'\"SEC. 207;. MUTUALtNSURANCE,COMfANiESPTHERTBAN LIFB 

4' ' ,,' l, ". .()R MARINE. 

5 '\, ,"'( a) IMPosiTION OF T ,u • .,:;.;.There BhaU ~e levied, cot

-6 \ : leetea,' ',and paid for "each \ ta:cable'yea'r' up'on the income of 

7 every mutual insurance ,company (other 'than, a life or "il 

-8 ;,mann'einsurancecoinpanyja tfM:'compute4 un¢eiparagraph 

9 (1) or paragraph (2) whichever is t1i:e greater.J,'" 

10' ' ,',"(1) If the corporation surta:»,neUncome is overl 

11 \ .,,' 13,000 CI ta:» computed as follows: 

12 ' , ' .. (A)' N otmal T a:».-A 1iOrmal tiul',rni. the nor-
13', ,., , maZ-ta:» net income,' computed at the rates 'provided 

i4' " 'in, sectioi& 13 or section 14 (b), Or 30'per centum 

15 ' : I ',of the. amount by which the normal-ta:t net incams 

16\' , e:ooeed.t 13,000, whichever is'the lesser; plus 

17 .. (B) Surtaz.";;"A wrtaz on the corporation 

18,,", ,'.',' , ' surta:» net inCome; Computed'cit the rates pr()Vided in 

19' , '66ction'15 (b), or 20 per centUm of. eM amount by 

20 which the corporation Surtaz 'nee' ,inCome exceed; 

21 ',' ~ :. "j 13,000. whichetJer islAe lesser. '\ ' 

22" .. , '" ' . ~'(~) It- for the ta:cabl" year the groB3'mnount fif 

23 ' '. 'income frOm interest, dividends, nnts; mad net premiums, 

.. .I, \ \' '. d~~.~~-~ .• - .... r I..'~~ . 01..' .' ... ~ '" ",mus', RlU.MJJ1UoOJ IV ".,.u:y IIU&aC1r".' flat'""''''' inter_ 

\~"'\\ f,'\""'. \,,\',,-\ ~f. '0 ',' \' '.l 
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1 wkich-1.mder8ection22 (b) (4) fA e:rcluded from gross 

2 income, exceeds 175,000, a tas¥equalto tlule:rc686 of..- ~ 

3~ "( Aj·.1pet"; Ce'nt1J,1Jt; ofthe.'(J,mownJ. so cumputed, 

4 or 2 per centum of the e:teeSIFotth6 amount 80 com-

-5., jn),tgd, over 175,000, whichever is th6leaser,'over 

6, " (B) the amount 01 the- taa: .imposed u:tI.Ilet' Sub-

7 . chapter]j) of Chapler' 2. 

8, This;'paragrapk shaJJnot apply'wiikrupect to inter--
, 

9 insurers or reciprocaL u:ndel·1.Vritefos.~ 

la.· "(3) GROSS, AMOUNT REOEtVED OVER 175,000 BUT. 

11 LESS THAN 11e5,ooo ..... lf (he fJTOIl8'-amotIITIJ received dU1J 

12.. ingthe ttm:able year.fromdnteresf4 ditndends, rents, and 

13.. premiums (including,deposita'aM asseuments) fA ovm 

14,,17.5/100. but ,lesS thanI125,OOO~ the amo1l~r.t ascertained 

~. ''U#Uler' parafJTapm (1)' ami paragraph\ (2) (A) 8ha'Q 
, . 

16 68 00.' amount- whwh; bears, fM 'same' 'J11'0portion to th4 

17' amount ~ utulerlJ1lChparayaph (1) or parf/lf 

IS ' graph (2) (A) ~ computed wit1wuJ refere'lla to thi6par~ 

19. ,fJTaph,as fM e:r.ce88 over 175,000 of lII.Wh,fJT088 amount 

20 received bears to 150,000. 

21 "(4) FOREIGN MVTUAL.INBUllANCI/. COMPANIBS 

22. OTHER THAJI, LI!,S' 0Jl, MAlUNE.-I B tAe 'case of a fOl'" 

23" eigw mutual i1l8Uf'ance company (other tJum··O life or 

24. flUlMne insuranu JXJmpany),: IM.fId. income Juzll be tU 

25 net income from sources within fM United State8 ami 



,:l .', . <J.1e:'. iJT.088 amOJlilJt. :Qf ,i1J(lom,~"/~rfli, WJeF.eat, \ divid~, 

2 rents, and net premiums shaJJ.. Pe .(he .. Q/Il/JJ1J3I,t of 8f}Ch 

... 3 \ Uw()'1fJ4 irO'll'HlaUr~, wifJJ.imt .'ke..IJ'II.it~ .stales. J 

".,., f'U; .N,o· "rlNJT.:ElJ ,~:f.A$liJ.$',.:r;NSUJlAli(JE BlflJI

.. 5. . ' . .,pE8~.-F ort.ign. mutual in.rurQ3ll]e.,Qomp.cJ1I.ies (other tAan 

.6. . i (J ~lif(l. QI' marineinsUT.03J.ce r;o.mpany) ~iJ.ot .carrYing tJnjan 

. '{. &'48u,rance .bu.rin68s:,witb.in, eheIJrJi.ted,Btate.s .shall ~ be 

8 ta:cable under this section but shall ~be. taxohle as other 

.9 ' ,j.o1:trf,tpI..cOT'poratitm.!. 

10 "(b) DEFINInON.OF.hl(JDM8 • .E.x.c.~1:A ~ case o/lan 

' .. Jl ... i1&8Urancs.c07JlpanJ/~biecUa.tht.Jrp;:i11l:p08ed by this secticm--

.112, " . ~.().} ~RQB8 iNV.E8TME¥'l,11l(JO¥B.-'Gros8 in~t-

13 ment income~ .... f(l.8Il1I4JAe,gr.Qf8..I1.mOU1lI. . .of. incOme during 

,;14 ' .iAe, t.a:Mble year Jr(fm. im.erf.$~ diuideRds, rents, and gains 

,15 /rom.\sri/£8,or •. e:J:Cb.angea,.of"oapital. .. lUI8£ts to the ~t 

,.as \.provided in. 8ection, 117; 

.17 "(?) "NET PBEMlTJIU.-<.'Net yremitu.ms' means gtrJ38 

.18"premiwn.t(including.deposits.and;.tJS8e.vments) wriIten 

'.,19 ·,.or· rfC6iWKl va ~D.SUrance.ront71act&\.slJJ,ring the ta:mble 

,,20 'J/Mr"le.v reM'npremiumsoM premiums paid orlC.in-

.\21 ,.mu-rMl /61' reiasur&BCll • ..Amourd8. r:elu.rned whereiM 

.. 22 .trIADJIAt.i3lIQt Fed in t1wJ iasurancecontracC but deperuls 

. .'23 ',._poD t1u eip~.of.tM eompafly or the di&cretiota of 

\24 ,tU.managllfl'l6ftl iAa1l fIOt ba,inchuled.in return premi."" 

. . . 
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" \1" 'but shali be treated as' dividends to policyholders urtder 

'2, ' paragraph (3J; :: 

3 .' '~'(3)DIVIljENDS'TO POLlaYHOLDEllS.~·Dividends 

· '''·4'· .. · 'to- policyholders' mea'Jlsdividends aM'<Bimilar distribu-
, . 

\ . 5' tions paido1"declared to policyholders.:Theterm 'paid 

I'.l/V . ""Ordecl~r'ea:8hall be ·construed accordingiothe meihod 

· '7' .. '';'egula~lY ~ployed in keeping the books of the insurJnce 
,- .' . company; 

9 "(4) NET INCOME • ...:..The·term, 'ne(inCOme' means 

1\'10.';) ';l'.lC'.) fh~ g;.6S8 ~tmenfi~me :zesii:..:-.:'., " ~" ': " (; I 

-U·': ":')'.,' '~lAj:Tdz..freel.eSt."'::"Theamountofinti:lest 

-''12'· ,""'--w7iwh,u;;'de;.~8eCtiOn22'(br ('4j is ea:clu,ded for1he 
i3 ' 

16 

'17 

'Iff;' 

,19 

"20 ' 
· ' 

. 21' 

.. 

. , 

taxable year from gr088 income: 
r. t
, 'L. 

"(B) Investment . Expenses.~Investment . ~ 

penses paid or accrued during the ta:uib1.e year. If . , 

any general expenses are in part aSBigned toO'i in

ciuded in the investment expenses, 'the total deduc

tion u'nder this subparar/rai/h shaJinot 'uceed ~ 

fourth of I'per centu';'" of the mean 01 the 'bOok 

vaiue 0/ the invested .a88ets held m the beginni1fg 

and end of ike taxable YMr pl~ one-fourth of-the 

" : amount bywhiehriet 'income cOmpiitetHoithout any 
'ftleduction for in';estment expenses -allOWed by this .. 
subparagrapl, '\>t- lor f.o:D-lree interest': allowed : by 

BUhsection (b) ( 4) (.A), exceeds 9t per centum 01 



. . 
1 the book valUf) of ,the mea,.. of th,~, irwested assets ~eld . 

2 at the beginning a'll,d. end, of th~, tq,xable year; . . 
3 "(0 ) Real :E$tate $:,;p6'(l,Ses,,,",,:;To:.cet and oEfter 

4 expcnses paid or 4CCYT:ued .during, ,tAe to:.cable lI.ear 

5 exclusively upon or· ·with, respect to the real ~ate 

6. owned by the company, not including to:.ces ass6WJed 

'1 against local benefits of a.kind tending to increase;the 

8 . value of the property assessed, and no.t including ,ffny 

9 . amount paid out for new buildings, or for perma~ent 

10 improvements or bett67"[nents made to increase'.i~he 

11, value of any property. The deduction allowe~ py 

12 .thit paragraph shall be allowed. in. the case of to:.ces 

13 imposed upon a shareholder of a company tlP~ ~it 

14 interest as shareholder, which are paid or accrtted 

15 by the company without reimbursement from. the 

16 shareholder, but in 8tlch,cases ~deduction sha,a, be 

17 aUowed the shareholder for the amount of such taus; . . , 

18 U(D) Depreciation...-A reasonable aUowance, 
• 

19 as provided in section 23 (I). tor the e:z:haU8~, 

20 wear and tear of property, including a reasonable 

21 . aUowance for obsolescence; . 

~ U(E) Interest Paid or Accru.ed.-AU in~est 

23 paid or accrued within the to:.cable year ~ ,in-

2i debkdncss, e:z:cepl on inclebkdness incurred or.-con-

25 Mued to purchase or.carry obligations (other ~ 
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, 

obligations of the United States issued after Seplkm-

ber 24, 1917,and originally subscribed for by~he 

'taxpayer) the intere8t upon which is wholly ea;empt 

from iaxation under thls chapter. 

"(F) Capital Losses.-(Japital losses to (he 

extent prOvided in section 117 plus losses from cap

ital assets BOld or exchanged in order to obtain funds to 

meet abnormal insurance losses and to Provide for the 

'payment o/dividends and similar distributions to 

. 'policyholders. Capital assets shall be considered as 

sold or exchanged in order to obtain fund8 to meet 

'abllOrmal insurance lo86es and to provide for the 

, payment of dividends mu1 similar distributions to 

policyholders to the ea;tent that the gross receipts from 

·their sOle or exchange are not greater than the excess, 

ij any, lor the la3:able year of the sum of dividends 

and similar disf:ribUtions paid to policyholders, losses 

, paid,. and expenses paiJ Doer the sum of interest, 

dividends, rents, and net 'premiums received. In the, 

-application of sectioo117 (e) for the purposes of 

this sectioo, the Jiet Capital loss for the taxable year 

shall be the amount by whieh losses for such year 

from sales or exchanges of capital assets exceeds the 

sum of the gains from such sales' or ezcha1/ges and 

whichever of the following amounts is the luser:: 



1 

2 

3 

4, 

I) 

.-6 

7 

a 
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Uri) (he .corporation.8UT.lO$ .n.etdncome 

r computed,ivitho~t-reg(1,Td to gairiSo'l' WB8eB friJm 

,ale&or '«r:ehoing68 '9f· eapital' fJ.!8et8),:, fft . 

·"(ii) 108s68' from. thesale'O'l'le:IJchange; of 

capital .a8Setssoldlir ea:changed to obtai1'/; fu7u1s 

to' meet abnormal imura'IWe loaiIes\(Jnd to proVide 

. fOr the po:yment ofdiuidends 'vIm.d' '8imil4r (lis

tributions to policyholdeTs.' 

9. U(c) RENTAL V ALTlE OF REAL EiJT.ATB.~Theileduc-

10 tion under subsection (b) (4) (OJ lor (bJ (4) (D) ,of this 

. ll'6ection' on.account of any real estate DWMd ... atiW. 'occupied :in . 

,12 -whole 07' Ml'art by'a'mtdua!.i118ura~'f1ompalt1J\otler fJl.an 

,~.3 l'lif6·or'm.ariM,~6h4ll be1~dto!(ln\'(Jmwnt which bearHhe 

,14 '.!ame''f'atW·~ llfich·.ud1lJCRon I (computed,ioithov.t,W'egartl~to 

.1S . this .mbseotion J \'(18 -the 'f'efl tal "Valu., "r the'Bpatte flOt so\oo-

16 eupied bears: to the· nntal tlalue' of t1te -en""'. '[If'Operty. 

17 U(d) AMORTIZATION l)l1·PREJlIUM ... ANll dCCBUAI .. !)F 

18 DlSCOfTlVT.-The grOMamountO/ ir&COfM tl"ring the lazable ' 

19 year ~om' interest, the dttluctirm tprO'I2ided in ~tion (b) 

20 . (4) . (A),-.ad.the creditilUowed ,ago_ -net .imotnein sec-

21 .) tion 26( til' sAaU~h lHr de~aMJd by lheoppropriat« amD7'-

22 tizmion of premiutn and mcrllCISeIl by the ap~~ 

23 "()f ,discot&lll.dribrdaLletol1ll' ta:Mhle yt'fJI"O'IJ. bonds,fWle8, 

.'2{ ~f)f"\6ther,~ 01 ~_ Jwld by a '1DU-' 

,25 'Wal iinstl'l"tmOIf 't:QfnPflDY6t1wrt than Ji/fNn-marine. 8tJ,ch 



• 
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1 amortization and accrual shall be d(3termined (1) in accord-

2, ance with the method regularly employed, by such company, 

3 if "Bucll.. method 'is reasonable, ,and I 2 r in all other cases, in 

4 accordance with regulations prelJCr~bed by the Commissioner 

'·5, ,with the approval of the Secretary. 

':,6 • , "(eJ-DEDUCTIONS OF FOREIGN ,CORPORATIONs.~ln 

, ',"rt1ie case ofa foreign corporation thedcauctUma allowed in 

8 this section shall bBo,llowed to the e:ctentprovided in Supple

-., ::9., -ment Fin the case'ofiI. foreign corporation engaged in trade 

dO':qjo 'busi~~ within the United States. 

1.1 ,,"{f) ,DOUBLEDEDUCTIONS.7""'Nothing in this 8ection 

,:12, \sliall be construed to permit the same item to be twice deducted. 

'13, '''(g) OREDITS UNDER SECTION 26.~For the purposes 

".14 of this seCtion, in computing nOrmal ta3; net income and cor

,15 ,porationsurtai' net income, the credits provided in 8ection 26 
, 

16 "J1hall be. allOwed in the manner and to the e:r:tent provided in 

'/\l.V sectioiiA13 (a) and 15 (a)." 

. ;'18" '(0) Cooss REFERENCE.~For stamp tax on poIicle$ 

i, '19 ' Writtim by fpreign msurers, 'see section 502 of this Act • 

. 20 '(216)(d) STOCK ACCIDENT AND HEALTH INSURANCE ~ 

, .2L COMPANIES.-BeC6on 10:[ is amended by adding a new 

"22 paragraph reading as follows: 

, .23, " ; . "(21) Stock. accident' Q.ndhealth insurance com-

" 24: panies engaged in the business of issuing cancelLWle 

, " 25 tJCCident ,and health insuraJ!CS contracts" if JlIe iJ"m88 
;e 
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P'l' J "Jamount' rece;,ved a7.tri~g;'the ta:.cableYeiir'fi'iirrr't'ktei-est, 

1,'2': ')i/d1vid~ds, rent.!, and; premiums 'doeS ~ot' iexiieed 

<;"S)·:, ;$200,000:'; " .. :: ",1;,:1 ~: 

4 "S~(i'(2f7)U8' l68: TECHNICAL AMENDME:ra'::TO' :b~FOO-
", ,," ", .. ' . 
t _:.. iJ'! ~ ,': I 

, .. 

6 Section 115 (a) "( reiatiii~ to definition of dividends) is 

.. ,'t l-thD.ehiled'by striking out 'llexcept in seCti~~ 203 (a) (3) 

\,:)'8 \i.bdiection'2·07 (c( '(1), r~latirig'to 'inSUrance coIripRni~s)" 

·:·'.19','·ahd'u{serting"t1;le fol1owiii.g'''(hhepi iii. section·201·{Ci :t'5), . 

) 10 ~ecti61{: (218~ # . (12)', ftOO BeetieR 00-1 ~ 44 -{l)h 

''::It>\PJ~tiRg'~ iBs~~e eemptmies'204 (c) . (:i1) and·207 (a) 

J12' ·'(2} lind (bJ '(3) (where the ~eierence'is'io' ai~id1nds'of 
• • ~ f • . • " r , ., 

13 insUrance companies paid to policy holders) 'I; 

, "14\':'sEC:(2'19)1:48 169, TRANSACTIONS IN STOCKS, SECURITIES, 
. .' r . .. 

AND COMMODITIES NOT CONSIDERED 

16 
. ' ,- \ ',' . 

'ENGAGING iN' TRAl>E:OR )jUSINESS 

C:iif-, IN CERTAIN CASES., r ~~. .: .. U 

18 The last sentenee of secuon'211 (b) (relaong to dclini-

.. 1~:' 'uon: of' being' engaged' in . tinde or" btiShiess in \ the Ui:Jted 

20 'States): is amended to rend as follomi "Suchpbrftse id~es 

-'2i~'Jiionnelude the effecting, through a resident 'broker, comnus. 

~ 1~ 'lesion tlgen~ ~r custodian, of ~Ctioils in the . United S~tes 
• ,I·,· , ~. 

23 in commodities (if of a kind customarily . dellIt in on -an 

.-" 24 :~ed I cOmmodity exchange, if ~ th~ 'transaction is orthe 
. , , ' , .:. .... .. :.~ 

·· .. ~~'ma elistomarily eo~nmmntea atsueh place; and if the alien, 
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1 . partnership, .or· corporation has no o1lice .or. place pi busiJtesB 

.. .2 In J.he United.States .at any. time ..during.the.tuable y'ear 

3 through which or by the direction of which such transactions 

A in con:u:D.odities are effected). or in stocks D.r.~ecurities." 

5 (220)SEC •. 170. PERIOD FOR FlLlNG PETITION EXTENDED; IN 

6 CERTAIN . CASES. 

7 fa) .PEBlOD ;EXTENDED.~Section>272 (a) (1) (re-

. (.8 bting toperiad for ·filingpetition with BOQ.1';d .of Ta:e 

.9. Appeals) ,isamende.d by inserting at tlu· end thereof-. the 

·10 following new, ~(l1jtence: "If lhenotice··:is·, addre8/Jed 110· a 

Jl person outside the Btate& of 4he U ZJ.ionand.tJu ,Diitrict -of 

,12 iloi'll,'mbio" the period lpecified .in JIlis fJIlTagraph ... ihaU -be 

13 one hundred.rmd filtydays-in ,lieu.of. .nin£ty ,dallS."· 

.14 (b) EFFECTlV,E D.4TE,-.,.Tlu ameo.dmentc·f1J,ade by this 

.J.)) ~tion shaU be applicable with respect to notices of deficimwy 

16 mailed after the date-- of the enactmertt of this Act. 

17 SEC. (221}1i9l71. STATUTE. OF LIMITATIONS ON REFUNDS 

18 ·AND .CREDITS. 

19 (a) .LrmT-ON AMOUNT OF CJreDIT DB REFOND.-

20 SectionlJ22 (b) (2) is amended.to read as follows: 

.21 .. {2) ;I..I1In.oN .AMOUNT.OF CmmIT DB :&EJfOND ...... 

. 22 .The -8ID01Ult.of. the .credit Dr reilmd JIhaD. Wi .exc.eed the 

23 .portion ohhe tax pallJ..-- . 

. 24 "{A) .Haretiij:n was .1i1ed. by .the.taxpayer, 

. ..25 . and. the clajm was. moo withln.three yean hom the 



1: . time 1 the: return' was' filed; duringi th&\thiee yeara 

~j . • inmlediatoly preoeding 'the' £ling''.of ;the,ieI8.im. :, 

a.. "'(B) lla. claiin Wu file~, &nci" (il' no ret;urD 

4r. was filed,: ()l\ (ii)' if the claim: was·, not-filed withiil 

6, I three: years .from the ~ time' thEIl retl11'Jl!' was filed by 
6\· thedaxpayer, duting' the tw9Jyeusdmmediately 

1, . preceding the :filing of the claitn-.: 

a, .. (C) If no· claim' was' filem &1!ldtlthe allowance 

~ I of':oredit . or refund is :made. within. three! years from 

10.· the time the retum was filed. by the taxpayer, duf.il 

11..ing' the three: yeara: immediately< preceding theL 

l.2. ·.aDowaDCll,of the creditor refund. . 
. 

131 '11 (D) n no; claim WII.S filed, and. (i) no retum 

U was .filed ;Otl (ii) th8" aDowa.nee ,of; the.·' credit oIl 
lli.. : refundia not.. made i within three. years. from t1i6: . 

l()"· time ·the, return was, filed by the taxpayer, during: 

11: the two years immediately preceding the.:a11owancd 

18.; of the credit 01' refund; 

191 "(3) (222)~'.I?IQN&cIE.zCBPTIONB IN TIlll 

20. J i QASB OF' W AIVBBSr-If both. , thel Commissioner and '" 

21. taxpayer have. within the period deseribed uql8lagraph 

~; .( 1) for1he:61ing of a claim for credit or refund, agreed iQ 

2i. 'Wl'iting under the provisicms of seetion 276, (b) to exteJl41 

24.l .' '. beyond the period. prescribed. ,in:sectiou 275.1be tim. 

2&.. ;within:whichthe Commissioner may III8ke an BI!B~eat; 
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.. the period within which a claim for credit or refund may be 

filed, orcreJlit or refund allowed or made if no Claim is filed, 

shall' be the period within which the Commissioner may 

fma'ke an assessment pursililllt to such 'agreement or any ex-

'tension thereof, 'and six months thereafter, except that the 

. provisions9f paragraph (1) shall apply to aily claim filed; 

or credit or reftirid allowed or made, before the execution 

~of such! agreement. The 'amount of the credit or refund 

:shall not exceed the total of the portions of tax paid (A) 

lCk, :.<Juring tile tWo' years immediately preCeding the execri-

U,: '!ion of such agreenient,or, if such agreement was exe-

12 cuted within' three years froni the time the return was 

~ •. ,: .• filed~ during the three years immediately preceding the 

14 .. 'execiltion of such agreement, (B) after the execution of 

15> the agreement aild' before the expiration of the period 

l6.'; 'within which tIle 'Commissioner might lIllike an asseg&.; 

It . meni pursuant· to such agreement or any extension 

18 thereof, and (0) duriDg six months after the expiration 

19 . . ()f such period, except that the provisions of paragraph 

20 '(2) "shall npplyto any claim filed, or C!"edit or refund 

21· allowed, before the exeCution 'of the agreement. If any 

~ , portion of the tax is paid after the expiration of the period 

23 within which the Oonniiissioner" might make an asses&-

24 " . milDt pursuant to· sUch agreement, arid if no claim for 

25 credit or refund is fileJ after the time of inch payment 
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·5: 

,6" 
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.' andbefote. the' ~ndof siXtnoilihsa1ier, theceipiration o'f 

',Butlh 'period, theil:' credit' o:d'efWld;;marrbntUowed or 
made; if:O: claim therelot fis . fiI\!d 'by the 'iaipll.y6r withili. 

six. months from the·tiIne(>f silCJi':payttten~rui,;ilno claim 

is filed within stich six.':'mbilth 'period' after 'the payment, 

. if the credit or 'refund' is : allowed 01' made 1within such 

period; but the' amount ofilie credit or'refuiufShall not 

8 exceed the portion of the tax paid during the'six montliS . . 

,9' " bmnediately 'Precediri.g tlie:fllirig Qt the claim, or, if Do 

10 claim was filed (imd the credit or'l'(lfund is allowed after, 
, 

11 .~ : six'montlls'after the expiration oftha p(lriod'within whicli 

12 . 'the' CoIlllllissiorier might inake an aSsessment), dlll'irlg 

13 the Six months immecThi.tely preceding the' allowailC6 of 

14' , the' 'Credit or'refUnd. ' H 

1S:' ' ·"(4) "RETURN coNSiriEJiED FiLED OlJ DUE DATE.4.l 

16; . For the purposes of this subsection,' a return filed beMa 

the last day prescribed by law fOr the filirig the,reof shall 

be considered as 'filed on such last day. . For 'the 'purposes 

ofp8.ragfaphS (2)' and (3). lot, this subsectio~ and fot 

'the purpOses olsubsection' (d) Of this section, ail advani» 

p9.yment of 'any pOrtion' of the tax made 'at the time su~ 

17 

18 .. 

19 
. 

20" , 

21 ~ 

. retum waS filed .shall be' considered as made;on the :rase 
Clay presCribed by 18.w for the pajtriem of ~e tax or,:a 

24 "" .th& taXpayer elected to pay the tax iIi iDStalbnents, 06, 

25' ~. the last clay preScribed' for the pajJpent; Of the first iii2 

22 

23 

, 
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1. stallment.· For the purposes.of this paragraph, the last 

2. day prescribed by Jaw for filing the return or paying the 

3; . tax shall be determined without regard to any extension 

4r of time granted the taxpayer. 

:>.. " (5) SPECIAL PERlO]) OF LnUTA.TIOlf WITH ~ 

6. S1>EO~ TO BAJ) DEB~S AND WORTHLESS SECUlU'rIES.-

.7 n the claim for credit or refund relates to all overpay-

8 . menton account of-

9J "(A) the deductibility by the taxpayer, under 

II} section 23 i (k) ( 1 ), sectioDi 23 (k) ( 4), or seC>i 

11. tioli 204 (c), of a; debt '83 a debt which becaIOO 

12, worthless, or, lindersection 23'(g) (2) or (k) (2), 

13 . of II losS from worthlessness of a security, or 

14 " (B) the effect that .the deductibility of a debt 

15 or loss described in subparagraph (A) has on the 
.. 

16 application to the taXpayer~f a. carry-i)ver, (223)n' 

17 ' of a .cfJJ"'f'!rback ' 

18. in< lien of the three-year period of limitation prescribed 

19: m paragraph: (1),. the' period shall. be 7 years froUl 

20 the, date prescribecL by Jaw for1lling the return for the 

21 year with· respect to whicl1 the claim .is made. In the 

22w' case of such' a claim, the aID01IIli of thecredii or refund 

23 ' may exceed the portion of the tat paid within the period 

~ provided in paragraph (2) or paragraph (3), which-" 

25i everisJapplieabl';; t& the eDem. ot thl>amount of the 
, 



, } .. ' . overpayment attributable· to· the ,deductibility; of itemS 

2 described in this paragraph.:' 

3 (b) I OVERPA.YMENT FOUNU ~Yt BOARD.~ection 322 

4 '( d) isamended to read as follows: 

5 '''( d) OVERPAYMENT FOUND BY BOARD.-If the Board 
, 

6 finds that there is no deficiency and further fuids that the ta.X-

7 payer hils 'made . an overpayment of tuin I respect: ~f the 

8' taxable year' in respect' ()f which' the' Oommissioner" deter

.9 mined the aeficienoy,the Board shall have jurisdiction to 

10 determine the amount of such overpayment, and such amount 

Ii shall; when- the decision of the Board has become final, be 

12 oredited 'or refunded to the taxpayer. No such Credit-or 

13 refund shall be made'·of any portion of the tax 'unless the 

14' Board determines as part of Its decision (1) that such portion 

. i5·was paid' (A) withln iwo years before the filing of the claim, 

16 the mailing of the notice of deficiency, or the exeoution ofi 

17' an agreement by both the Oommissioner and the taxpayer· 

18 pursuant to section 276 (b) to extend beyond the time 

19 prescribed in seotion 275 the time within which the Oommis-

20 sioner' might assess the tax, whichever is earliest, or (B) 

21 within three years before the filing of the claim, the mail-

22 ing of the notice of deficiency, or the execution (If the agree

. 23 meni,. whichever is earliest, if the claim was filecl, the notice 

-24 - ofcleficiency mailed, ()l' the agreement· execo.tedwithin three 

H. R.7378 1'1 . 
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,;l :yellrsJroIIi the time the return was filed by the taxpayer, or 

2 ( 0) after the execution qf sucl) ali agreement and before 

.:3: tP4expiration of the period within, which the Oommissioner 

4 might make an assessment l'ursuant to .such agreement, or ' 

J,.5, '1m)" ~x.tension .thereof, or (1)) after the mailing of the notice 

.)~ j ,pf deficiency ~or (2), 1f such portion was not paid within 

I~ ;the pertQddescribed W. clause (1), but the notice of defi

.)S,Jl!iency: was mailed ,within seve,n years from the time pre-

" ;9 $CJ:ibeil ~or the filing of the return,or a claim described in 

JO" subsection, (b) (5) was filed, that such portion does not 

;U ,: ie~ceed: the' amount of the overpayment attributable to the 

.~ . deductibility' of items described in subsection (b) (5)." 

13 '(c) ·EFFECTIVE DATE OF' AMENDMENT.-The amend

;14 ,ment inserting ,paragraph (5)' of, secti!>n 322 (b) shall be 

.15 : appllcable tQ taxable years beginning after December 31, 

. :l6, 1938., 

.17 SEC. (224~ ,172; REGULATED lNVESTMENT COMPANIES. 

,18; '" (Il)DEFINITION ANn RATES OF NORMAL TAX AND 

,19 SUXTAX.;.....Supplement Q of Chapter 1 is amended to read 

20, as follows: 

2L "Supplement Q-Regulated Investment Companies 

.22 , "SEC. 36L DEFINITION. 
, 

23 i"(a)' IN GEliEBAL,~Forthe purposes of this chapter, 

A4,: . th:e term 'regulated investment company' means any domes-

25 tic corporation (wheth~ chartered (lr created .as an invest-, 



:1. , ment trust, OX'iQtherwi;!e)-, lothe),' ,t4!!.ll/ IhP~1'I!Qtlal holdPlg 

. : ~complP1Y a$. 4ef$ed, in.,$e!ltion .5,o~ ,;:which at, ~, thnes during 

,~: I thQ tiw.bli); yeal: i8liegistere~i nndtrnhe, In~s.ttnent Com

.: ,,.;" pan)' Afl',(,')f~940 (i)4,SWi,.,~8~6"t.eJ;V.~.JO".l911:0 ed.,secs . 
. 

, i 5, 180 11h':"L ,to 80,lr2) , 'or th/lt ~cti as ,lJ,Ineqded; ,eithe:t as a. mlD.-

, i ($, lagemenlllflompany, orasQ.; 1UIit ~vestment, itrust(225),aor 

:,,7: which. 18;ltI4,-eommo7l, tru.st,jurui , .• r ,~mil(J,r , {.vif/.d ~cluded'rby 

, ,,~ 'Section: 3,(e): (,3~ of suaI. 4.ct,./rfJTIl tb.i}:definition,;of'in~t:

.'.P. 'inlent :einnpanyHmcl 1,a,irwt.'.included in th~lIdefinitionp.of 

10 'cammon ~t fund' ,by Bection, :1.69. ;! : 01 

11: " ", '.f ,(b), I LIMITATiONs.-Despitethe pr()visionsi of subslfo-

1'2: :Jtion (Ii), ~a corp'oration shall not be considered a re~d 

l3.investmtm~,comp'any for any tatable yearun1~ ~~[ 

14 i: J ,,' ~ ( 1), At;least 90 per lCentumof, its gros~ incomb.tis 

15 ,. ,aerived hom: .dividendS, intereSt~ and gains from the sale 

,16 , : ,or other disposition ofstock or securities: and ~,r 

·17,':, i' .: c. (2)' Less than, 30 per, centuD\ of ita grpss inc<nrie 

18 :ii derived from the sale or other dispoSition .of stock.iOr 

.19 I', secUritieli held lor less than three months; and IH 

20 .(226)" (8) ',A,a .MBettBtBe$leee ~·oo pet' eeBMHa.)ll 

21· "HtBetl..meelBl!fep~_aBle·~ 88lBJ.llHed wiWEi!K 

~:l' lrega,rd W Bd leBg teHllM Bet, efteA iel'Bl eapiW goiBs • 

. 23. 'i&:!dirivilni~1l M He Sh8,rcftilldeef1l& &8tihlft IJivilleBds 

2-i, ! :~~t,8,BBleyear:'aH ! I!! 

,25! ,'.1 1 (227)"(tJ(3).At the cl0S6·of.~ch quartet of the CIlX-
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i able yeat (A) at least 50 per ccntum of the value of its 

-2 total assets is represented by cash and cash items (in-

3 eluding receivables), Government securities, securities 

4 of Qther reiuJated investment companies, and other 

5 securities for the purposes of this calcu1ation limited 

6 . .in respect of anyone issuer to an amount not greater 

7 in value than 5 per centum of the value of the tOtal 

8 assets of the taxpayer and to not more than 10 per 

9 centum of the outstanding voting securities of such 

10 issuer, and (B) not more than 25 pel' centum of the 

-11 value of its total . assets is invested in the securities 

12 ( other than Government securities or the securities 

13 of other regulated investment companies) of anyone 

14 issuer, or of two or more issuers which the taxp~yer 

15 controls and which are deterinined, under regulations pre-

16 scribed by the Conimissioner· With the approval of the 

17 Secretary, to be engaged in the same or similar trades 

18 or businesses or related trades or businesses. For the pur-

19 poses of clause ~B), in ascertaining the value of the tax-

20 payer's investment in the securities of "8ll issuer, there 

21 shall be included its proper proportion of the investIOOnt 

22 of any other corporation, a member of a IlOntroDed group, 

-23 in the securities ilf such issuer, as determined under regu-

2i lations presc~ed by the Commissioner and approved by 

- -25 the Secretary. Tlul term 'controls', as used in this para-
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1, , graph,. melUll\tb.e ow.ner~p in.!J, c!>rporatioJ).. of 20 per 

2 centum, or more of thtf ~otalco;mbined.vo.tjng power 9.f 

& . all classe8o~ stock entitled. tQ vote" ; The tel'IQ~controlled 

4 group',! as:used in this' plj.r/lgrllph,. mellnsone or more 

;1) chain~ of corporatiQns .cQIJDected through,lIto~ owner-

($. ship with the taxpayer if, (i) .20 per centum or more of 

~ the total combined voting, p()wer of all classes. of stollk 

8 entitled .to vote of each 0(' the corpoflltions, (except 

~ the taxpayer) is owned directly by .one o~ ;more of the 

:J,O other corporations, and (ii) the taxpayer owns directly 

:J,l 20 per centum or more of the total combined voting 

U. power of all classes of ,stock ,entitled to vote, bfat 

13 Jeast one of the other corporations, The term 'value' 

"'as used in this paragraph means, with respect to secun. 

;l~ties (other than. those of majority-owned subsidiariel!) 

;1.6. for which market quotations are readily available, the 

17 market value of such. securities; and with respect ~o 

;1.8 other securities and assets, fair vallIe as determined in 

19 . good faith by the board of directors, except that in the 

20 . case of .ecurities of majority-owned subsidiaries which 

21 are investment companies such fair value shall not 

~ exceed market value or asset VIilile, whichever is.higher. 

23 AU other rerms Used in the preceding provisions of this 

24: paragraph shall have the same meaning as when used 

25 in the Investment Company Act of 1940, or that Act 



:1 : 'as amended. A tOrPoration' which meets the foregoin'g 

:2 . requIrements' oftliis'paragrRph' at 'the close of any 

fSquarter shall not lose itsstatus'RS Il regulated investment 

4 . contpRnybec~use .of 8.· discrepancy' during a subsequent 

'5'qllarterbet~eeh the value ofits various investments and 

i6 suchtequiiements u'riIeSs':suchdiscrepancy exists imme-

,r; I ' diatety after the"acquiB~tion; of any security or oth~r 

'8 propertyimd isi 'whoIly' 'or-partly the' result of such 

')9 ';ncqtiisition .. A ,corporation which' doe!i:notmeet suCh 

10' 'requirements at the. 'Close' .of. any quarter 'by reason 'or 
11' 'adiscrepancy existing immediately after the' acquisition 

12 'of any 'seCUrity or otlier property which is 'Wholly i;F 

is" "partly the resuit of such 'acquisitIon during such quarieF 

i4' ,', ~liall: nodose itsstatus for such qUarter as' a 'l'egulateA 

15 . ' mvestment'coinpany:if Buch; discrepancy isilliminatic'l 

16 ., withinihirty days after the close of sUch qUllrter and 'iii 

17 . such 'cases it shall becoDsidered to have-'met such iff. 

18 quirements' at the· close of such qUarter for the purpoSe: 

19 of applying th~preceding' -sentence.· A corporation 

20 which 'meets such requirements at the close of its firSt 

21 full quarter after the date of the enactment of the Reve: 
22 ;i <nile Act of 1942', or eliminates anydiscrepancy betweeB 

23 

24 

tlie value :Of its investments' and such, requirementS 

existing 'at thecIose of such qWuter Within thirty daYS 



1. thereafter, shall· be deemed 't(t hil:\re : met .sucli'reqlllre-

2 ments at all previous times; and 

'3 '(228)" (~) ~ stteft ~ifi eelBfJlies With{a,Il'fWes ,&fId 

4 reglllatisBs ' preseriaeEl i h1; *'*', ,CemmissieBef', 'witIt ~ 

, 5 8ppr8val' eI the Seeretary!: fepthe' l!llllIese, 6f a,see1t1hiB 

6 :iflg the aetael eWfiershlp eI its eatst&BdiBg~Bteek.' " 

i (229)"(4) It '~les with itsretur1ifor'the:ta$ablJ~yeQr 

8 ' an election to be Ii regulated I investment: cOmpany' 'M' h'iJ.s, 

'9 ' made 'such. election ,for '(t 'prevwusia1tdbie yea'fl'tlihihh 

10 began' after' December 31, 1941'; '; 'I 

Ii' (230)"8E{j. m."~ gN REGl1IJ.TED ,lPivESMENT'~~ 

i2 ,PA'NIEB. ' 

13 ' , !!..fet S'8'PPIIBMBN'f Q Nfi'l' lNe'O?<EB.' ;Fe!! ~ pullJesea , 

14 eI tftis MaJlter the term 'SB:'flpIemeB~ Q Be.iBe9~' mellM 

15 the 8ijasteEl ee. ifteeme,eemptt:4;ei -withea' tlKt,~ epep:. 

16' fttittg less dedtteMea" pP9 .. iElei iB seeMeR 23 *' mHtua the 

17 ~ aartH eredi. eemputed &Bder aeeMMl ~*' wNiheill 

18 the 8f1pliea$iea ~ pMtigPftJlhs ~ ,ttfHl,-{3t-. ~~ pUP-

19 ,fM*It'S eI tftis slihaeetien, ~ !tel iHe8ftl6 shftUkeampate4 
p-, . 

. , t -. 

21, ' , _~ IMPeSFfloN epT.u;" There ehftIl '1Je Ie.ietl, eJ. 

22' leeted, &fttI ptHtI fep ffielt '&8-Bhle yEW' &f.9B the SHfI'leme'iil 
. 

23Q M ineelHe ttl ~efY fegttl8~d mvestmeal e'eB'l~!" ~ 

2! ~ te ~ ~ 8eBaJm ef ~ lUfteB:Bt thereei.I D
' ""A~: ,!,.c;: 
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1 "SEC. 3G& 8trRTAX QN REGtrLJ.TED INVESTMENT C9M-

2 P-ANIES. 

3 !!..{&)- S'8'PI'):'EMEN~ Q Sl1B'i'AX NEJ.<p INooME. For the 

4 PlH1'oses ef iffis eft8Jlltef the teFm 'SuflpleHleRt Q SUFtflX Bet 

5 .meoHle' Hlell:RS the Bet, ineome, eOHlputed without the Bet 

6 opeffttmg leSs dedueiioR pfo¥ided HtSeetioB· ~ ish miRHS 

7: the dtvideBds pftid dtniBg the ~Ie yetH' mereflsed hy the 

8, eOMeBt di'lideBds eredii pfo¥ided tit seetioB 2&- ~ the 

,9 PlH1'oses ef this sahseeiioB the ftHlOHBt efdi¥ideBds pa.id sh&ll 

10 Be eompHted tit the· SftHIe ffiflBBef' ft5 provided itt sUBseetioBII 

11 -fdH #. ifh -fg}-; ihh Il:Rd itt ef seetioB ~ fer the 

12 PlH1'ose ef the baste IRH'tllXeredit previaed Ht seeiio~ g!h 

13 E&P the PlH1'oses ef this BHhseeiioB, the Bet meoHle shaD Be 

14 eoHtpftteli withom fegtlfll ~ seeiioB 4!f. # 

15 ~ liEPeSI'HON eP TAX. There shaD Be levied, ~ 

16 lee4ied, Il:Rd paid 'ffip eaelt ~le year' Uf&It the SlIfpleHleM 

17 'Q t!IHt.tJ,x .~ meoHle ef e'feFy ~ell m¥estHIeBt eompflB,. 

18 & IftH'f.tI,x et}tiftl ~ 2± per eeBtIiiB ef the ftlBOHBt thereai. 

19 "8EGr 3G4. ,.Y.TERNATIVE ~ QN' c..\PITAL GAINS. 

20 !!FeP the pHfJ.lose ef e9HIpHiiBg the aIterBfttWe tH HBEler 

21 SeetiOB.J.n * % the M peF' eeBtiHB tH iHlposeli upeB 

22 the ftlBOHBt by wlHeB the Bet loag tfflB efl1Iital gaiB eueeds 
. 

23 the Bet shaft tefHI eapital less shaD Bet Be tit exeeM ef M 

24 feF eeamm ef the SlIfpleHleBt Q 11m I&:: Bet meeme." 



,~, ,"SEC. 1162." T A~ ,oIV REGIJL{4,T~D, fNrESTME~X {:()1P{PI-N!ES. 

2,.' \' HI aJ E.ARNIN,as, ANI) '; P..80FI'!!t!.--x~e.~t:ni'f1g8 a1l{/, 

,3 ."profits 'fJf a regt!-latecl in'l)flStm6TI~ company JQr, ,'lIP:" to3:able 

4 year beginning after Decem,be1l, !J1..1/N1 ,.(~ut .,?W,t its ac

,5 ,cumulated ea,rningsandi ,p1'ofi~ J'~~aU) no( be .'I\educed by any 

,6, amount, tphich is' not ,allowable. as ,a .(led'UC~i(m, in ,ertmputing 

11 "itsnetincomeforlluQh\ta:table,yea,'l',;\ ' . 

,8, " "(b)' MET1IOD {)F 'fAXA,T!Q,M,QP.,{}ollJ>.ANI.ES AND 

.9 iS1IARE1IOLDERS.:-;In the pase ()fa.r~gulate4. ~nvestment . . 
lOcampany ,which. ,distributes during, the. '~a:cable, 1I~ar to its 

11 IShare.holde'f8. as ta:cable' dividends other' tha~capital gain 

12 ,dividends an afflOunt',not, less than,9().' fJm:' centum, of its net 

IS ,income <for the ·tcu:able, yea~ oomputed \without'fegard U 

14' "net klng-te:rm. ,and net 8horHerm ~apital gains; and, compl~ 

15 lor, BUch year with all rules andregulati.oM, prescribed by 

16· the, Oammissioner,' with the apprcmal.of the Secretary. for 

17 ,the purpose of a,roe;.taining .. tM . actual pwnership of its out;. . , , 

18 8tanding stock: . , • 

19, \ . '. ,"(1) Its Supplement Q net,incorJ'&e' shall be its 

20 . . . adjusted JWl income (computed by ezcluding the exceB8i 

21 ,i/any. of· tAt, net long-term c{Jpitalgai~ over tAt net 

22. . . '\ short-term capital loss, and wit.Mut 1M, flel -oper:atmg lo.v 

23 ' i deduction provided in 8eClion, 23 (,)) minus the basic 

24 . ...tas credit (ezcluding C(I~go.in, dividends) COIt'ti-

• \' t • 



1 pu£eilunder section 27 (b) without the application of 

\~F~ ::, 'paragraphs (2): and' (3)'. For the purposes of th1.8 

3' '\ 'Para{fraph, the riet income shall' be computed' without 

-4'" " regdrd.o sJctwn 47 (c J. ( . 
\5:" "'. \ ';"(2/ Its, Supplement Q surta:c' net income shall be 

\6, ," . its net income' (computed by excluding the excess, if any. 

7 of the ?let long-term capital ga{n over the net short-term 

'SI.' "eapital't08s,'O,ndwithoul ihe net operating 1088 deducti()l1 

~9""\PrOvided in'section 23 (a)) mi:n,us the dividends (other 

10 " 'than e~pital gaiTo'dividends) paid during the taxable yea;,. 

1i'" "t1icreasd by, 'the conSent diVidends credit prOvided by 

12' " '\'SeCtion 28., 'FOr the purposes of th1.8 paragraph and para-

13' , 'fjraph'f 5) 'the amount of diVidends paid shall be C011I--

14' , , . puted in the same mannei' as' prOvided in subsections (d), 

15' '(e), (f), (ill, (hj, and (i) of section 27 for the purpose 

16" ,-. "of tite bamc sUrta:JJ credit provided in section 27. For 

i7' ,', "thepurpoSe8 'ofthia p';'aUruph the net income shall be 

18 computed without regard to section 47 (c). P: 

19 ' ,. "(3) There shall be kvied, collected,' and paid fiJi 

20' • each taXable year upon its Supplement Q net i1lCOm8!ii' 

21' • 'fa:lj equal to '24 per centum of the amount thereof. -t? 

, '. f "1«4) Theri ~h"'aa be levi£d, collecte4, and paid for 

2:k1,'each' ta:z:dble, year upon Its Supplement Q imrtaz net 

M ' ' ,<,rnixirM a 'lIJ:I;iI' equal' to 16' per centum of the amount 

25 thereof. 



~g7: 

-1" ,:~. (5 )1 TherHShiJ.U; :bJ 'tevle4/tJollMtedl "1:],''1111) 'paid fdr 

2 each taxable year a tax of 25 percenlii.fil l:Jf3tAe e:.cc~ 

3 j if 'any;' or the inet"l'ong-tm1J Icapital -gaUtlover the sufJ!. 

4 of the net shdri-"teNn· ki:ipital Llds8 "i'1M j the ll vl7hount Ilf 

50apital gaindividend8 paitllluWln:g the yeak: \.. ,~ , 

, 6 ", , '~'( 6 fA oapital 'gain' .(zihide1ul" sllOilr '.(})ltreated by 

i" ' , " ' the shareholder8a8 gains\lrom tiJ'sale '07' 'ea;ch~nge iii 
,8 oapital assets held lor 'more tha>tt6 monthS.'," n " (:.;.) 8 

, 9 "(7), A 'capittitgai11."di",id6nd,imea1z8:'an~ tlwtde1itl 

10 • or' part' thereof which, 'is' 'designated by' 'lh,e. "C00ipai}y 1M 

11a 'capital gain dividend ill: 'al written' noticemailed.roiti 

12" shareholders at any time pr;,OY" to the ie:.c'pirtltWn. 'of thirtY. 

13' 'days 'after' eloseof its "taxable Iyear .• \ ,;I/",the·';u;gg;-egaU 

14 amount 8ode8itinated witlif'e8p'ecl'.:k1 'atax'able ''!lear bf 

15, the 'Company t8> iJrealer'Clui1'," rhe e:ro6si of the \ net' 'ttm?Jf 
16 ' . term capital gain over them; shOrl-ierm~ap"'ta'No88 'Of 

17\ the taxable year, the PortiOn Ioleoo1&' distribution 'whwh 

18 shaUbtrtJ capital gain dividend shall be only Ikat' ~ 

19. ' . . portiO'iaof the' amount'so designated u'h~ such«z:cesi 

00 '.6t the tuit long-iertrJ capital' gam. ovf:j, tAe net ahorNerfil 

21 . capital loss bears 'to the aggregrm amoufti ;o.'~'! 

22 ,. 'fL),TEcmrrOALAltENDMENTS..- '\ .,\ ">I,' !':. 

23,- (I), Section' (relating 'to .-pplicability-ol'su'pple: 

24 ments) is amended by striking out "(j) Mutual invest-

25 ment companies,-Supplement Q" and inserting in lieu 
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1 .. thereof "(j) Regulated investmentcompanies,-Supple-

,2 ment Q"., , . 

.3\ (2) Section, 14 ,(e) (reJa,ting,to tax on corpora-

·4 ,tions). is amended to rerul as follows: 

5 "(e) .ltEaULATED lIvvEsTMENT .CoMPANIEs.-In the 

.& (laSe.oI. (231)regutitted iHVeBHftefl~ eeffltlllflies, ft8 de&ed Ht 

\7 ,a curporatim,l subject .to, the taz impqsed by Supplement Q 

8 (232)(relating to. regulateitinvestmen.t companies), the tax 

".9 shall be as provided in. such supplement." 

10, (233)(0) RETROACTlT'E PROVISIONSREI..ATINO TO EARN-

11 ,{NOS AND PRO~ITS.-For any 'taxable year beginning after 

12 D~cetTJ.ber 81, 1935,' and before January 1, 1942, of a cor-

13poration which filed an income taz return a8 a mutual in-

14 :vestment company, the earnings and profits of 6'UChcorpora-

15<. !ion fOf! such taxable year: (but not its aooumulated earnings 
I 

16 and profits) shall not be reduced by any amount which ;., 

17 not allowable a8 a .Jmu,ction in computing its net income for 

18 such taxable year; except that this subsection shall not result 

19 in earnmgs and profits of the ta:robleyear in excess of the 

20 aggregate of the distributionB made by the corporation to 
. 

. 21 its aM.reholders. during the taxable year e:t:elusive of the 

'22 amounts, if any, which: the 'corporation advised its shate-

23·lwlders to be nontazal)le for Federal income taz purposes. 
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1. SEC;' (234}1ia173.' 'AMENDMENT~"TO SUPPLEMENT ,R. 

, 2· (a) EXOHA.NGES AND ,SALES 'OF' PRopERTY.-8ection 

i ~ , 871i (b)' !(relating:toexchanges of property lor' 'property l is 

4 'amendedto,readts follQws'r,' , "I,'· "["'1 ' 

'5 :« (b): EXOHANGES AIm SALES 1011' :PBoPERTY Dr OOR

;6: 'l'ORATIONS ........ N0"gainl shall be: l'eCogl'llzed1 ~ iVttransferor 

7eorPoraiionwWch' is 8.' registered: holding lOOmpan:y! lOr 'an 

g , associate 'company of it registered holding ()Ompany,df such 

. '9 i ,corporation, in. obedience to an 'order' of the: :seCurities IiDcl 

;to ExchangeOommission transfers: property m '-exQhange 'for 

It property~ and lluch /order:' recites' . that such· exciharige 1Iy 

'12 the transleror cOlporation is necessiuy'ofappropriitteto tlie 

0,3"integration or siInplification;(jf the holding oompany.systetn 

f:J.4 of which the transleror corporation is': member.: If any non 
'15 property so reCeived is nonexempt property ,gain : shalFLe 

'16 tecogIDzed unless such nonexempt propertY-, or an amoiilit 

17 equal to the f&.it market value of BUch property at 'the time of 

18 the transfer is, within 24 months of the transfer, under regula
'19 . pons prescribed by' the Oommi8!lioner ,with· the approval' of 

20 the Secretary. and in aocordaDce with aD. order of the Sectiri:. 

2f tles and Exchange Oommission, expended for proPertY' oth~r 

22 than nonexempt property or is invested' as a ,oontrl"bUtion'w 

23 ' the 'capital,· or as paid-in filll"P~ of' another!· corporation, 

2" and such order recites that such expenditureor'inTestnient'hy 



1 .the :transferor corporation is necessary or appropriate to the 

I; ~, integration or ~simplifi.cation of, the holding company system 

: 3,· '. 01 whiph the ·transferor .corporation ,is a member. If1Jle fair 

4 market value of such noneJl;empt' property at the time of the 

- I~') tra.nafet:~J:ceeds;th.amount'expended. and the amount in

'!. i~ J: ye!!ted. lUI rllqu1r~d iD! the second sentence of this paragraph, 

11I~",th~~,if ~y., ~ the exte~ of such excess, shall be recog

l!·fl,. ~ed.,. jAny ,gain",t~ theextenttha~ it, cannot be applied 

: p.! "in: rediJctioli of, hasisunder section 372,' (a). (2) shall be 

,~9 I~ecoped; ¥or: thq purposes of this subsection. 11 distribu

AI I tion in cancellation.or redemption (235)( except a distribution 

~ ., hQ/lmlU; t~. ellect-of . II dividend) of "the whole or a part of 

,,1~:, ~e ~eror's DWDstock(not acquired on 'the transfer) 

:~1;an,d ,i payment, in complete or partial retirement. or cancel

,l,5l'JatioIi oj ~~curities representing indebtedn~ of the transferor 

,1.6. .or aCQmp!ete OT ,partial; retirement or eanceUation of such 

1.17. 'aecurities,:whicb ~ Il pan of the consideration for the transfer, 

;U~ shall be ,oo.nsidered an .expenditure for property other than 

; l!tl nonexempt property; and if., 011,' the transfer, a liability of 

20 the transferor is assumed,.-or property of .the transferor is 

~~l' transferred subject to a liability, the amount of such liability 

(~"shallbe ;considered to· be an~xpenditure by the transferor 

~; for property other than nonexempt property. This mbsee

"~ ~, tioD .shall not. apply, unless the transferor corporation COIl-

25 Bents, at such time and in such manDer as the Commissioner, 



~'l1 

, ,;t. with ~h~ approval ,of. the Secreta.ry:,~y.by tegul)l.tions pre-
, 

2 scribe, to, the regulations pre~cribe,(L[Iuld~; s~c¥o)1 ~i2 ta} 

,3, ;(2):,illJ efillcti at: the- tiJne of filing ,its retw;q for the taxable 

4 year in which the transferQCcm$/'~ '," r • '- '.. I l-

.t> i(b~ • .A~END~;ti{~. ,QE ..:SEC~I~:Ni ~n' (f) .-Section 

6 371 (f) is amended to read"as.,~O~O'\fH; ;.' , ;, "'" , a 

li, ., ! \" ,(f), iA.PPLIOA':fION: OF, ~mm:PN-+'-"l!" provisionSl'Of 

8 i this section shall not! apply to. aIlII~changej'l~:(penditurel 

9, investment, distribution, i or S!ale ,unless 'HJ,· ~A orderr.of 

10 the SecUrities and Exchange Co~sion, iQ. itlbedienceoto 

11 ~hich' Sllch ,exchange~ expenditure,; .4t:vestme~t, distribution, 
-

12 or sale ,was made. recites 'that Iluch)et~ge, expenditure, 

13. investment, distribution~ orl sal~ ,ii)! '~()eSsary, 1lr, appro~-

14 'ate, to ,effectuate the' provisions. lof ,section, U, .{1I) of lIile 

.15 Publio ,Utility Hol~g, Company .AQt ,of 1!)35~ 49 Stat. 

16 ,,820 ("U. S; C.,title 15~ seo~ 19(2a6)k :(b)) j !(2} ,such ol;.@r 

17 specifies and itemi~es the stock anclsecurities and,other PI1>P-

18 erty which are ,ordered to be aC'luired.transferred. recei'8!ll. 

19. ,bt sold upon such exchange, acquisition, expenditure, diatti-

20 bllCion, ,or sale, and, in the case of an ~vestment, the w,.- , 
21 vestment to be made, and (3) such' exchaIlg~ acquisiQmJ., 

22 expenditure, investment, distribution or sale was madesin 

23 ' obedience to' suchorde.r, and:was complet~ within the tWe 

24 prescribed therefor.~~ . ' . 
H: , 11- j .. , ;,: , 

! .. , , ~' t \ .. \ ' ~ 
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" 

1 (e) AMENDMENT. OF SEOTION 372 (a) .-section 

2 372 (a) is antended-" 

'3 (1) by insertiDgafter" (a) EXOHANGES GEN-

4 ERALLY.-" the following: . 

. '51 ." (1) EXOHANGES SUBJEOT TO THE PROVISIONS OF 

6 

. ,7 

8· 

9 

10 

11 

12 

-13 

14 

15-

16' 

17 

18 

19 

20 

2i' 

22 

'23 

~ 

25 

. -

SOOTION 371 (a) .-.;."'; 

(2) by striking out ~'371' (a), ,(,b), or· (e)," and 

inserting in lieu thereof "371· (a) or (e) ", and by strik

ing oui ~'371 (a) or (b)" and inserting in lieu thereof 

. "371 (a);'; and 

(3) by inserting at the end thereof the following: 

" (2) : EXOHANGES BuNEcT To THE PROVISIONS (Jp 

. SEOTION 371 1b) ;-The ·gain not recognizea upon '8 

traJisfer by reason of section 371 (b) shaD be applied to -reduce the basis fordetetmining ginn or loss oIi"'sale- or 

eichange of the fonowing categones of property in the 

'Winds of the transferor· immeruately 8fter the transfer, 

and property acquired within 24 months after such 

transfer by· aD expenditure or investment to which sec

tion 371 (b) relates on Recount of the aequisition of 

which gain is not recognized under such subsection, in 

the following order: 

. " (1) Property of a character subject to the aDow

ance for depreciation under section 23 (1) ; 

"(2) Property (not described in paragraph (1» 



'. 
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" .-
tJ.. with. respect' to' which, 11/: :d.eductiol1l for' ~oliii~tion is 

2 allowqbie under.sectio~ 2a,(t);.' :':'; 
to • • • ~.~ •• 

. . . 
3; :!' (8) Propert~'!1Vit1ifespectto .which a deduction. 

4 for depletion is'allowable:u.nder section:23(m)i'bu(~o't 
~" allowable under section: 1.14 ,(b~i(2hJ(S}.or (4F~ 

61 ' ," (4) 'Stock and seCll!xitieslof ,eorporationsnot inenil 

,7,,', " "bers:bf the system' group •. dLwhibhthei iransferon! :jsil. 

8i ,,: nlexnber (other than stoc;k, :ouecurities rota .corJlorlltio1i 

9. of which the transferor is a subsidiary); , 

10. " ~ 5) Securities (other than! stock) : of'corporatiorl.[ , 

n \vhi~h, are members' of~ the system grouv: of which thaI 

12 transferor, is a, member (other than securities of' tI:ieI: 

13 • transferor) or of a corporation of which the'transferor is.t 
14 subsidiary); , 'I] . '. a 

11) ;. ".(6») Stock of corporations which BJ'El'members or 
16, ; the system group of "'hiOO the transferor is a..memberr 

17 (other than stock of the transferor or of a corporation of" 

18 ' which the transferor is a subsidiary) ; ; , 

19 .. ,(7) All other remaining property of the transfer&t 

20' ,(otherthanstock or securities of the transferor or ohj~ 

21 corporation, of which the transferor is a ,snl>sidiary) ~ 1 ~: 

22 The inanner and, amount of therednotion to be applied to! 
• 

23 particulaipropenywithin any, of the >Categories descn"bed hi: 

24 .. pnrn~phs(l) to (7) • inclusive. shaD be determined under: 

H.R.,7378 i 18 
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1 regulations prescribed by the Commissioner with the approval 

2 of the Secretary." 

3 (d) AMENDMENT OF SECTION 373 (8) .-Section 373 

4 (a) is amended to read as follows: 

5 "( a) The term 'order of the Securities and Exchange 

6 Commission' means an order issued after May 28, 1938, by 

7 the Securities and Exchange Commission which requires, 

8 authorizes, permits, or approves transactions described in 

9 such order to effectuate the pr~visions of section 11 (b) of 

10 "the Public Utility Holding Company Act of 1935, 49 Stat. 

n 820· (U. S. C., title 15, sec. 79(237)k (b», which has 

12 become or becomes final in accordance with law." 

13 (e) AMENDMENT OF SECTION 373 (e) (1) .-Section 

14 373 (e) (1) is amended to read as follows: ," , 

15 " (1) Any consideration in the form of evidences 

16 of indebtedness owed by the transferor ora. Cancellation 

17 or assumption of debts or other liabilities o{ the trans--

18 feror (including a continuance of encumbrances subject 

19 to which the property was transferred) ;". 

20 (f) AMENDMENT OF S~ON 373 (e) (4) .-8ection 

21 373 (e) (4) is amended to read as follows: 

22 " (4) Stock or securities which were acquired from 
• 

23 a regiStered holding company or an associate company 

24: of a registered holding company which acquired such 

25 stock or securities after February 28, 1938, unless such 
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1 stock or securities (other than obligations described as 

2 nonexempt property in paragraph (1), (2), or (3)) 

3 were acquired in obedience to an ordet: of the Securities 

4 and Exchange Commission or were acquired with the 

5 authorization or approval of the Securities and Exchange 

6 Commission under any section. of the Public Utility 

J. Holding Company Act of 1935,49 Stat. 820 (U. S. C., 

8 title 15, sec. 79(238)k (b)) ;". 

9 (g) TECHNICAL AMENDMENT . .:....section 371 (e) is 

10, amended by striking out "or (b)". 

11. (239)(h) BASIS.-Section 113 (a) (17) is amended to 

~. read as follows: 

,,3, "(17) PROPERTY ACQUIRED IN CONNECTION: 

~4; WITH EXCHANGES AND DISTRIBUTIO~'S IN OBEDIENOE 

15 TO CERT.HN ORDERS OF THE SECUBITIES AND 

,,~ EXCHANGE COll.UISsION.-II the property was ac-

17 qllired in a ta.mble year beginnill9 before January 1, 

18 1942, ill any manlier, described ill section 372 pt-ior 

19 to il& amendment by the Ret'cnue Act of 1942, 

20 tlle basis shall be lllat 1n'escribedin sitch section 

21 (prior to its amendlllent by such Act) with respect to such.. 
22 propel·ty. 11 the property was acquired ill CI taxable yefl'l': 

23 begimling afLer Dect1l1ber 31, 1941, in any manner described. 

24: ill section 372 (other tllQ/& 8Ilbsection (a) (2)) afler ~ 

25 ametmm('/ti by suel. Act, the basis sAall be that pre,o,'('f~d ift: 
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1 such section (after its amendment btJ such Act) with respec 

2 to such property." 

3 (240) -(at (i) CROSS REFERENcE.-For exemption froll 

4 stamp tax on certain transactions described in this section 

5 see section 507 of this Act. 
, 

6 (241~ te3. COI,UCTlON (»! ~;A!I! gOYRCE. 

,7 -ftr}-REQUIRE?tfENT eP COHEe'FION ~ SomwE. Th( 

8 atemaJ ReTo'elule {:lade is ameHaea try. msertiHg &ftep SHflflle 

9 ftI:efti!{! el Chapter -l the fellewmg fleW supplemeHt: ; . 

10 "Supplemeftt U Celleetiea el ~ at Sout:ee 8ft Divideftdsj 

11 ; . 

12 "SEC. 42i. :DEFINITIONS. 

13 , ' 

14 4at- PAYROU:' PERIOB. 'The teFm 'p&yfflD peHOa' 

15 meIHHI II> pefied fer whieh' a. pllymeHt' ef remHfteratieH is 

16 erdffiarily made t6 the 'efHflleyee by his empleyer. 

17 !!.flt WASES. The teFm 'WIlges' meaHS aD remHBel'&' 

18 tieD fer semees peFfeFmed by ftB employee fer his empleyeF, 

19 iBelftdffig the eash %lee ei aD remHftemtieB paid iB ~ 

20 mediam ether thaD eftShj aeept thftt 8lleh teFm shaD ~ 

21 iBelftde remHBef8tieB 'f'ttid fit fer seA'iees peFfeFffied by It 

22 memher el the militruy eF 1iBVi1l ferees el the UBited States, 

23 ether thtm peBSieos aBEl retired pay; f.?t fep egfieuItamI 

24 IftBeF -(as defiHed iB seetieft ~ (h)), i3)- fer demestie 

25 'seniee m 8- pm-ate heme, lee&I eeDege elaB; ef lee9I ehapter 
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1 ' 'ei a.ee~ege rl'lbtemity 61' sefsrity,i4r; fepelHjlilll~ Bet 

2 m the eelifSe ei ~ effii*eyer's~6f BHSffiess,'~ fep 

3 ,seNiees. tie: &11:: 'empleyee . eia. BeMesideRt &lieD,' iBdividwtl, 

4 leJieigB: p8;l'tBersliip, m. fereiga eeFj:lemtieB, if SHea. iB:dividlial, 

5 partBepshifI, 8i" eefJlefa~ieBisBet eBg'Ilged m 4ifftde 8i' Imsi-

6. BeSSm ~ United Stll.tes, ,~ fep s~'iees ftSftfl: empleyee 

7 ei a.fefeiga gevemmeat 8i', &By whelly e .. Bed iBstilHeeBtality 

8 thereef, 8i' ~ fef sefviees periefmed eS ftfl: empleyee ~hile 

9 8litside ~ ~ted States -(ae de&ed iB. seetiea ~ .w-
IG' (9)) , 'liBIeBs <the majei pftrt; ei ~ s6f\'iees periermeil dwiB/l 

11 ,~ealead8l' ~ By. 'Sliehempleyee fef hisempleyer 83'1> 

12 pefiefIBed withiB ~ Uaited States; 

13 !!..(4 RBeH'iBN'f, The iefIB 'feeipieBt ei ~iBeeme' 

14: IBeIllBS &tB1 perses eatitled ~ eredit agaiBst the _ i:m:peseil 

15 ~ ~ ehapte. ~ _ withheld ftfl:d eelleeted ftf <the selifee 

16 ede. ~ BIiJlplemeBli IiJI6ft the diviileBds, head iBtefest, 8i' 

17 Wftgea ei SHeh pemaa. 

18 !!.{6tBEWB. The term 'heftd' meaas ilB1 B6B:d, delleH 

19, ~: Mte;' 8i' eertifteate' 8i' 'etfiep evitleBee. ei iBilebteueaJ 

20 isSlied ~,~ e8rpeFlltieft (ifleltidiftg these aed ,~ 6 

21 ge'VemmeBt 8i' petitieel BIlbdi·Asieft thereeE, 8i' &:BY ageftey 

22 er iBstfl1meBt~ eI &BY eae er mere ei t.hefefegemg), 

23 with iBtere!i& eeftll6B:9 er iB registered ferm; ~ shall aM 

2,1: , mellitle, &BY SHeh evideBee ef mtlebteuess isBII:ei' ~ • feF.. 

25.. eig& geVIlfB:lBeB' 8i' &:BY wlt~· 8 Ii Bed iBstrumeBtalitytliereQf 
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1 6l' issHed 9y ft fereigfl eeFjlemtieH wItieh is M1i.eHgaged itt 

2 trede 6l' hasiHess 1ft the UHited States. 

3 !!..fet DIVlBI'lNBS. The ~ 'divideHds' shftII MIi itt-

4 eIafIe tlBj" divideHes paid hy: ft> fereigfl eef1!eFRtisH whieh is 

5 HfIt eflgRged 1ft kftde 6l' husiRes~ itt the URited States. 

6 !!..flt- 'Vl'flmo}'BDio AOI'lN'F. The ~ 'wiMtheldiRg' 

1 ageR" meaHS ftHj" l'eF99H reEfliiFed fa withheld, eelleet, ftfld 

S l'ftY' the tM H::Bder seerieR 42G-: 

. 9 !!..fgt El,fP}'OYI'lI'l. The ~. 'eHlflleyee' iHdades tift 

10 &tlditieR t& tlflY . iHdivisatH wIta is ft sefvaHt IiBser the lttw 

11 ef mtlster ftHd SeF¥tlHt ~ ftHj" iH(livisltill wfl& per(ePHls seF¥-

12 lee, ef whatever HtltHFe, fer ft l'eFSeR (iHelHdiHg the UBited 

13 States, ft State, !l'eFfiteFy:; 6l' ftfl1 l'elitieal sHhdivisieR 

14 thereef, 6l' the Distrie~ ef CellHfltiift, 6l' ftfl1 ageHey: &f 

15 iHstrllmefltality ef ftBj" 6fle 6l' fJttlFe ef the f9Fege~gh Hfllfss 

16 the seR'iee is l'eliePHled 9y the ifldivisual itt JlHfStlit ef his 

. '17 &Wft ineefleflsefltly estnhlished hHSifless. !file. ~ !em-

18 pleyee' aIse illeludt's 11ft effieer ef 0: eSFflefahelb 

19 !!.fItt EAfP},OYEB. Tile tt>rHl 'emflleyer' iHeludes ftHj" 

20 peFSeR fer whem ftlt iBdivisHaI flerIefffiS ftHj" sen'iee, ef l'VIuK 

21 e¥ei' BfttHFe, as the empIeyee ef saeh flerseR. 

22 "SEC. 4a6. ~ (!9LLE(;TED M 89W(;E, 

23 !!.W- RJOQaRmtEN'f eP Wr£UHOI.BHi6. There shaJI 

24 he wilihlt.eld, eeYeeted, ftfld ptHd (aeept 1ft the etlSe8l'revided 

25 far itt seeh8B H3)- upeB ftII divideBds, BeBtl iBteres~ a.ad 
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1 wages eI e¥ery IltlfSeft, .te'the e:s:tt''ftt 1~ .atieh:. divideBds, 

2 mtert'.st, 8titl wages Me ineludible . Ht grass meelfle, II> tH 

3, ~ te. W per eefttllftt ef -flt Sfteh di.,.iaeBdli ftftd mterest, 

4 8titl ~ the e*eess ef eaeft l'aymeBt ef Btlffi. wages tl¥eF lite 

5 withheldiflg deauetiflB aUewahle.Uf~der this. BtlPlllemt'flt; 6-

6 eept ~ fep the ealefialH' yetM' 1943" Sfteh tift shalli'lle 

7 e per eeBtiIHIh As tISe4 Ht this Sli9seetieB, the term 'llerSSB' 

8 ehtrY ~ iBelaae !lfIj" fleFSeB (ether theft· II> lla.rtBershill',er 

9 80 eeHHfteB ti'ItBt fttBd) exemllt frem t8:1f: &Hder this Mallter 

10 er II> eerpeFRtieB. 

11 .!!..fl+ WI'£'HHOI!BINQ DI~BU(1'£'ION. 

12 !!fIt. Itt eflffilllltfflg the ~ 7tlE):H±rea, .te. lie with-

13 . held H6ftl wagesllfIder Bl:thseetieB~ #. there shall ~l!e 

14 allewed !lB II> aedl:tetieB agaiBst the wages ~ fep ee.eh 

15 Il~rell reriea 80ft l\ifIflunt aetermiBed itt aeeerdsR!'e 

16 wiHt t.lttt rellewing sehealtle (\.nlielt ie 9ttBea urea t.he 

17 eredits aRewea itt st'etieft % -tl+ flue lG 1"*'. eeBtlllBoef 

18 titidt ereaiJs) I 

18 

19 

~i"lfIe Pel FAR: 

"PI\~'r'ttll Peristl ~ ftt.4 M 
ft\JRi1.l ) 

V.~eehly _______________ ~ 
]1.,\ reltly________________ ~ 
~t'lRifRARt.ftI,. .____________ Y3:M 

}[8ftWRl~------------------ ~ Q.tlM'.,ly ________________ ~ 

~8IRi .... tlally------------,~ :.\nn:uall, _____________ iiQ;Q9 

llftr' if d PP-~8ft . 
ePHMftel 

."RlRily 
~ 

9!!,4lQ 

~ 
~ 
339.Q9 
~ 

1,399:99 

l>r:petUleR' 
$&iQ 
I+.Q9 
I&Q9 
3&Q9 

~ 
l!-!&OO 
'~ 

.~ If II> payt'6lllleried ill reBfleet eI ~ wages is 

lees ~ ~ week, the a:eess Qi ~ aggregate eI the 
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'1 mges ~ 6tlriftg eaeaealeflaftP week: e¥eP ~ deolie 

2 MeR' ailIawed By this sttbseetiafl ~ 'fII week~ payftjIl 

3 . peried shttIl be used itt eamputiflg ~ tH peqwped ~ be 

4 withheld. 

Iii !!.f3t If .; pfl-Yi'allperiad Hi respeet ef e,. we.ges, 6i' 

. 6 ftfl1 ~ penea with respeet ta ""hire wages ere fl&id; is 

7 Bai etherwise speeiBee:Yy pP6':ided ~ itt this 8IHJSeetiaB, 

·8 the dedaeriefl alIewahle Ilgaiflsj; efteft pitymeflt ef 9fteh 

9,wttgeil shall be ~ aedaetiefl ftllawil:ble iH the ea9& af ftfl 

10 IliBflftIIl Pfl-Yi'tlll penefl divided By 8(;9 aM mttltiplied By 

11 the lItiHlber af tiIlys Ht' saeh periad, iHeIadiBg SIHHlti:ys 

12 ftfld: halidllys . 

. 13 ' !!.f4}- lB ftfl1 ease ift. whieh we.ges ere p&id witheut 

14 Pegtl*d ta IlllY pa-yrallperiea 6i' ~ pened, the oedH& 

15 _ ll1lewe.ble egaiHst e&eB'l'llytBeBt af fI!Ieh wages shalI 

16 be the dedaetiefl alIawable itt the ease efftfl 8mi.,l 

1'1 PllJPaIl peRed divided lJy ~'aM HItIlFiplied By the 

18 lItiHlber ef days (iBeIediBg Slifldays tHtd halidays) whieh 

19 htwe eIe:psed SiBee the W pttymeflt af SHelt we.ges dar-

-20 iHg the etHefl6:aF yetlf' et' hftll:llrJ I af SHeh yt'IlF; 1\'hieh 

21 tweI' Iit$ eeetHTed: 

22 ~ ~ de.deerieD alIawahle tiflaer this IIIIhseetieB 

23 itt respeet ef IlllY iBdiviaHftl fer IlftY 12 meath pened shalI 
J _. ., . 

U ft6$ aeeed the tetIlI dedaeriaa whieh wettld htwe heeD 
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1 

2 

a:1le'Yl'tihle'llflaer J:lll:Ftl:gmpft -flt if ~ ~~'fl~elr J:lenea 

3 ' * Wl'l'a:8:()I,BIN6' WHERll' 'OwNs's· ail l\MffiT.N'I'; IS 

• 
4 UNRNaWN. lB tmY ease ~ ,,-hiOO ~withheid-iRg egen4 is 

5 IiHlllJIe te aetermi:ae the &WfIe¥ ei ~ seetmty ~. ehliga:tiefl 

6 ill pespaet ei whiOO ftf!j' tliviaefia 6!' heM: imeres~' is payalJIe 

76!'tftea.rfl8'lifl& ei IlB1 ai-viaeHa, :heM iIlterest~6!'wage9 

8 9fleeiBed. ill IltffiseetieB -te1- '1I'hieli is iIleIlidihle 'ill gress meeme, 

9· the Cemmissieftep, under· regalatieBsJ:lreserij)eEl by him WIth 
10 ~ 8pppe~rei t;lte Seeretary, ~ 8:lithenBe the ta te (:be 

11 withhela, eeYeetea, ftM ~ 
, ' , : 

22 wit.It the·· withheliliHg 8geft' a eel t:iBee:te ill IHIeft farm 8Rd 

23, at Iftleft Mles as me1lte Fe~d: imill'r f'E'gttle:S8ft9 J:lresefilled: 

24 . ~ the C&!Bini9~&ller, wit.It the -8PPFeVft:I ei .ae SeeR~, 
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1 statiRg tOOt the gpess iReeme af sueIt iRdividltal -{ef; iI sueIt 

. 
3 mdi ... iduftl ftfId his speese) fep the taxRBle ~ itt whieh stteh 

• 
4 divideR as 6f iaterest are iReledillle iH grass i8e9me wm ft% 

5 exeeed the eredits alIewed itt seetieR % -f9t-. 

6 "if)- CitBBl'F ¥eB ~ WI'.FlHHlId'I :M' SO{)U8B. The 

7 tffit withheld ftftd eelIeeted lHIder ~ s~pplemeHt shell Bel 

8 l3e sJlewed 8S 8; dedeetieR either t& the widlheldiRg &gem 

9 6f t& the r~eipieRt af the meeme iH eempetmg Bet i8eeme; 

10' kt the RmelHlt af the ta?t se withheld ftfIEl eelIeeted sheIll3e 

11 eredited agamst the ta?t impesed by this ehapter I:lp6ft the 

12 reeipieRt af theineeme. 

13 .!!..fg)- RBFUNBS. Where tftere hfts ~ ftft e'leftlfty 

14: meBt ef tH lHIder ~ seetieR, fIftY reftmd 6f eradit fBfttle 

15 lHIder the pre\isi.eRs ef seetieR g22 shell lie fI'tfttle t& ~ 

16 l'eeipieRt ef the ineeme itt respeet ef Yffl9m the tH W1tII ~ 

17 heMt Bet, itt fIftY eftse itt whieh sueIt tffit W1tII Bet se williheld 

18 by the withheldiRg IlgeHt, sad! remBd 6f erewt shaD lie fttIHIe 

19 t& the withheldiBg IlgeRt. 

20 ~ I1l'a.£IlEB ~ ~}'UBEB W,..SES. If the .e-

21 mlmemtieB paid By ftB empleyer t& ftft empleyee.f6f geF\'iees 

22 peHermed dllfiBg eBe hillf 6f IB6fe ef IlBY fllI:)'i'6Il fleried 

23 eeBStimtes wages, all the 1'elHlHIemti9B JIeid by 8Ileh eHlfJleyer 

24: t& SIleh eHlflleyee fep SIleft fleried shall l3e deemed t& lie 

25 WRges; httt if the retIl1HlemtieB JI&id by ftft empleyer t& ftft 
• 
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1 elBflleyee fep sefyiees peFfermed dlHillg 1Il6fe .. ~ elle hftY 

2 sf &HY saeh pltYf'eU pefied dees Bffli eellstitlite wftges, ~ 

3 fI6ft&. sf the femllfteffttiea paid by Stieh elBfl1e:ref ~ saeh 
• 

4 . empleyee fep saeh peFied sOOH tie d~emed ~ tie wages< 

5 "SE(). 42!1r RIl"LES ~ DETERlIUN .... TI9N Q~ WlTHH9LDING 

6 DEDIl"()TI9N. 

7 .!!Ja detel'miffing the withlieldffig dedootiea liBdeF seetiell 

8 ~ (ti) 

9 !!..fet DFlFiNU?IONS • 

. 10 !!flt 'l\I8:Fl'ied pemea' meftflB It fIlll1l'Fied pel'Sea fi¥-

II ffig wttlt hlis.'Jolftud 6P wile. 

12 ~ 'Depeftdent' BlellIlB f.b pel·sell (eth.eF thtm Ims-

13 .hood 6P wife)- depelldest ti:fl6ll ftBd Feeeivmg his ehief 

H Huppert hem tltelllxpltyeF if saeh tlepesdest pemea is 

1() liftllllf eih9.lteeft yetH'S sf ttge 6P is meapatile sf self SMP 

16 ~ lleeause flientnHy til' physieftDy tlefeetiYe, exdlltliHg 

17 as Il tlfflentlt'llt, itt tlte ease sf II> Read sf flo fnmily, 6fte wlte 

18 weHltl tie t'lI:fhllll,t1 Hlltll'F seetieR ~ -{ti)-~ -fBr. 
19 . ~ DiO'i'JnUIHIA'I'lON 9P STATUS. The deteFHlmatien 

20 sf 'ultetlleF f.b flemeR is liYing wttlt bltShtlBd 6P wtie; is It. head 

21 sf It. f8.tUily, 91' lias 8> tll'flt'litleR~, shall tie fllftde 80S ef the fifst 

23 titty sf &flY ptlj'i'eD pefied sf SHeft pt'mes Hl FeSfled ef whieh 

23 t.lie withlleldiBg eM eeUedieB ef t.lie ta is FeIJ~d liBdep 

24: ~. BItfIplemes'. ABy eliluige ef stlll.tlS &lJeetillg t.lie with-

25 lteldiBg lIedHeMaB ef 8tleIt pef06B eB&1l w.e died 80S ef the 
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1 ti:Pst tifty ef the iifI!t payPell pened ~egiBRiBg fthep 8iieft 

2 ehllftge. 

3! ~ MARRmB PERSONS N9'i' MvL.'iG WI'£H lIuSBANB 
• 

4 00 WIFE!. A mam~d peFseR Bet fI; head ef fI; family ftfId Bet 

5 liviRg with h1'tSllllftd ef wife sftttII be mIMed ftIt 110 siHgle perseR. 

6 !!.fdt lIusBANB ANB WIPB :Gom E~IPI>OY8B. IR the 
• 

7 ease ef married perseRs, if :ooth hl!ShliR~ &>Btl wife reeeFle 

8 wages eaeh spease shall be eRtitled te eRe half ef the dedae 

9 tioo &Yewed 110 married perseR, exeept tOOt if eBe ef 8iieft 

10 speases reeeives wages f6r eftS'9fl1 serviees, fie dedaetieR sh&lI 

11 be &Yewed 8iieft spease, ftftd the ethel' spellile shaH be eRtitled 

12 te the ~edaetieR &Yewed a mttffied perseR. 

13 !!..fe}- S'£A'PVS UNKNOWN. AHY parseR whe fails te 

14 saamit the HHefHIlltieR reqaired By seetieR 43!- (relfltiBg te 

15 his stams fer the ;J.?afJIese ef the withheldiRg dedaetien) shall 

16 be treated ftIt ft siBgle perseR. 

17 "SEC. 428. WITHHOLDINS ..... SENT. 

18 !!..fat COIiLBC'F!O¥ eP TAx. The tffiE required te be 

19 withheld By seerieR ~ shaD be eelleeted By the parseR ha¥-.. 
20 ffig eeBtrel ef the psymfoBt ef _ divideBiIs, 00Bd iBterest, 

21 ef wsges, By dedaetiBg saeh 8HlelHlt &em 8iieft dF,ideBiIs, 

22 mterest, 6l' wages, ftS the ease msy Be, ftIt aM wReB ~ 

23 :As used itt this suaseetieB, the term 'PefseB' iBelades eftiees 

24 8fId empleyees ef the UBited States, efef a State, Territery, 

25 ef 8:B1 felines} WBdivisieB thereel, 6l' ef the·. Dismet ef 



2 mere et the foregoing, 

3 !!.fIt)- IumnmIFICA'fION e¥ 'NI'fHIIOLDING ~\GEN'f, 

4 Evet'Y peFS6ll refJ:liirea te vrith-hold ftlltl eolleet ftft7 ~ unaer 

5 this slipplemertt sh&ll 00 li:fthle f& the payment et ffiiffi ttH<; 

6 ftlltl shall Bet 00 lifthle te tffiY person f& the aHlolint et ftft7 

7 saelt paymeftt. 

8 !!-fet 2\BJUS'fMEN'fS, If mere er less tfiftft the eOffeet 

9 aUtSlint et ~ is withhela er paid f& ftfiY fJ:liarter iH tffiY 

10 eslenaap y-ear, proper aajlistHlents, with respeet $tlt te the 

11 flH< withhela er tfte ~ paid-; IHtIj" 00 made iff ftft7 sliBseillient 

12 qliSt'tep et ffiiffi ealenatu' ~ '\vitllOlit iflterest, iff saelt fHRB-

13 ftt'P!Iil4 ~ Iltieft fimes II!! ffiftj' 00 presepieea :sy regtHations 

14 rntloEle Bf ~ C8HlHlisBisuep, with the apprsysJ et tfte 

15 ~el'retaFY' 

16 '!81i1~. 4a8o RIilWRN AND PAYAmNT B¥ WlTBBOI..DING 

17 MlIilN!l!o 

18 "RB'I'UBNB, PAYMBN'I', ~ RtiOOBBS, 1ft Iiea et ftftY 

19 Wae pPeB~sd fep .ae Pe'tmt Md lIa5 ilIeft' ef ~ te im-

20 peBed Bf tItis eBapter, every peP88B Pelleirea te withheld 

21 ead eeJIeM &BY _ under seetieR ~ ehalI HIII:ke tI> remm 

22 .. ,.,. StteIl _ eft eP lIeiePe ~ Iet$ day ef ~ 1B8ntft 

23 fuh"Wieg __ eleee ei eaelt ~ ef eaeft eale&dtu' ffftr. . . 
24 .~ ... pet98B eItaR keep eaeIt JCeeNs IHMI PeRlier _lier 
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2 wttit the apfll'oYal ffl the 8eeretRry, 

3 ~ 430. RECEIPTS, 

4 4ttt- W)"OBS, 

5 "flt GBNBRAL RL'LB. EYer,:.' elllployer sltttll f.tw.-

6 llislt to ffiffi employee 

7 " (}l) m respeet of his period of emplaylflt'Ht 

8 dlfl'llig the eRieHaar ~ Oft OF Before FeBrHary ffi of 

9 the sHeeeeaiHg yeftF; f)F; if his elflph~yHleHt is teFHli 

10 fttlied Before the elese of stteh eeJeHaar year, Oft the 

11 00y Oft whieh the lttsf paymeHt of wages is ffIIMle to 

12 hiHr. tl:ftd , 

13 " (B) wtHt efteft po,YffieHt of wages fBRtie to Sttelt 

14 effiployee aliFffig the ealeBallr yetH' m respeet of 

15 whieh tiff is withhe18, 

16 0, wi'itteH sttlteffieBt sftov;ffig the peAea of effil'loj'ffleBt 

17 eovered by the stlltemeftt, the wages ,aid By the eHt-

18 player to saeh eHlfllayee far saeh period, tHtd the ftffiOIl:B& 

19 of the ~ withheld &Btl ealleered !!:Bder t.Itis Sll:flpieHieftt 

20 ffi respeet of saeh wages. 

21 ~ EM'J:'M)l.'BBS ep -& aD MOBS. Notwt.itsMBd 

22 iBg the PI'6MOHS of 1'1lr..gt'8:,B % if; BBdetr ~ 

23 tiaBs preserihed By ~ CeHlHljesieBer wi&It ~ apprev&l 

24 of the SeeFetfH'y;.tIte ~ _ MJlefteBee of t1ie 

25 IlilsinetlS is saeh t.lw 11& eBIJIIoyeI' ~ •• FBnab1y lie 
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I eKpeded ffi ellll,loy ott ettelt of llfflHe ~ 4trys during tJ.te 

2 ealeRallf yetH'; eaeh tlay beffig iR a fl.iffereRt ettleRaaf 

:1 'week, 8 eF fflOfe inaiYidlln~ fer S6ffie flertioR of the 

4 tltty (whether eF R6t at tJ.te StHfte 1ll0lflent of time) Slteh 

[) eH1flleyer shttll fl,tmish etteh employee iR resfleet of his 

6 flefiea of emflloyment dl:l:ring Sl:I:eh ealendar yetH';- Olt eF 

7 Befefe FeBfl:I:ary M of the Stleeeeaiflg yetH'; er,- if his 

8 empleYlflfRt is termmnted before the elese of Slteh eM-

9 eRdlM' yetH';- Olt the dtty Olt whieh the last pnymel:lt of 

10 wages is lflftde ffi him, ft ',"'Attell statement shewing the 

11 fleFiea of empleynlent tleYeretl by the statemeRt, the 

12 wages pai4 by the emllloyeF t6 Sl:I:eh employee fer Sl:I:eh 

13 flerioa, tHtd the RmOlinE of the w. withhelfl ttIHl eelieetea 

14 iR respeet of S!ieh wages. 

15 ~ DIYIDENBS ~ BONB h;l'EHESl'. E\"efY peFsoR 

16 re!lliifed ffi withhola tHtd t'elleet R tffi< iR n'GIIl"'et of aiyidemb 

17 eF btffltl iRterest sltttll fliFIIish ft stateRlt'R! t6 the pefsOR t6 

18 wlltun sttt4t divitlelltl" eF botttl iIttffest ttFe ~ ~ the titHe 

19 payHll"'nt is IIIlltle, l,he\ying t-ht- alllelin! of Hte ~ se ~ 

20 ftt4tl ftftd ('sUet tetl. 

21 !!itt R:'sauhNi'IONS. The s~tellleRts re!J:Hiretl ttl he 

22 famished by Htis llel'tisB sIttHl Be furnished M S!ieh ethel' 

23 .nt'S; !!MIl t'8Bltlill ~ ~ lufeFlllfttl811, tltttl s8tlIl he iR 

2-1 Stlt'It feRtt as tlte CSlllu .. i8BeF ~ ~ ftJIJ:lF6\"tt1 of Ute 

25 Seere&8ry ~ ~ I't' glil.ltiollS flft','t'Fillt'. 
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1 "SEC. 43l. "'WflUlQl.DING DEDUCTIQN CERTIFICATES. 

2 ~ er before the el6se at the fi.fflI; pltyroll period---

3 :!fIt itt respeet at whiefi the widlholtling Ilfl4 t'Ol-

4 leetion at the ttHf is ref/uired under tJHs BuppleHleHt, 

5 ~ itt eaeh ettleft~ yetH' there lifter, ftflfl. 

6 ~ after the eomHleneement at employment with 

7 ft different enlployer, 

8 every emilloyee sl-ltHl furnish fa his employer sig'fled stftte-

9 ments relating fa his SffittHI fer the pHftlose at eomputiag his 

10 withholding deduetioa. &efl stRtemeats !!lttHl also be fair-

11 - f1isfied -by the employee Oft er before the el6se at ftHY' pft)'i'oR 

] 2 period during whieh ft ehaHge itt his status oeoors. &eft 

13 statements shftR be fHIlde ~ sueh ether times, sha:R be HWle 

14 on sueh foFHIS, ftflfl. shtHl ('ontain sueh iHfoFm~OB as the Com 

15 missioner, wHh the ftMlFe¥al of the Seeretary, ~ By 

16 reguJ~oas preseribe. 

18 ~ PENM/HHS APPIiI&AB1di 'Fe' WI'FmIauzis 

19 A6HN~. 

20 

21 

22 
• 

23 

24 

F:AHil'J, ..a FffiIlfflSH BBtHH'l '1'. . IB ie& eI ftB1' ~ 

peHftlty previdetl By law ,(t'llIe6l'* the ,malty l'I'6 ; itW By 

p8ftgUtjllB ~ ef &Itis 1Il1Jeee&i0B) 1 ..,. ,011lOB NfJaited 
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1 tit resfleet ef j;ft withhele. fllfFSlfllflt te this slfppiement 

2 wh6 wilfully flfFflishes ft ffilfle ffl' frlllfe.lfieBt reeeiflt, er 

3 whe wilfully fftiliJ te fHFflish ft reeeipt tit the mllflBer, at 

4 the time; ftB4 shewillg the iflfel'HlBotiefl reEJ:uiree. lifle.er 

5 seetiefl 4&G; er reguilltiens preseribee. therelifle.er, shall 

6 fer eaeh SHeft faihlFe, ttpefl eew.ietinu thEreef, be fffieJ 

7 fl6t mere tI:ttHt $1,000, er iHlprisflllea fer fIet ftttffi' tltan 

8 ene yetI:F; er ~ 

9 ~ ADDI'£IONAIo PB1U:L'!:'Y. III 1le.llitieu te the 

10 fleflBoity flFeyided ~ flllr9:gr9:flh flt ef tffls slibseetioo;· 

11 Il:flJ fleFseR rellll.jl'ee. liflaer the flfflyisiens ef seetiefl 4W 

12 te fliFllish II> reeeiflt tit Fesfleet ef lffl< withheld plirsllllllt 

13 ~ ~ sliflfllemeRt wft6 wilfully flifflishes ft false er 

14 frlNtdnieRt reeeipt, 6F wft6 wilfully fails ~ fltFBish 9: re-

15 eeipt tit the Hl9:RBer, at the time; ftB4 shewiRg the iR-

16 fermlMieB reljliired lifle.pr septiefl 4llG, er rpgullltieRs jH'e-

17 seriaell taerellnaer, shall fer etteIt sHffi f!lihlFe he slibjpet 

18 ~ ft eiYil flellfthy ef Bftt mere fftatt $eG-: 

19 ~ FAiM,'BR 9P WITHHOIzBINO AGENT 'Fe RM> 

20 Bfi'l'SBN. 1ft ettee ef ~ feilHFe te make ftfttl ftIe. FPhH'H 

21 pelfltifed ~ ~ IftIflfllemem, ~tit the Jiime flreseribell 

22 ~ le.w .. fll'E'9Ciihed By the C~eBt't' tit fllll'SlI8Bee. 

2:i eflew; a&lees H is aha liB _ !!&eft feiItIl'e is fte te ~ 

24 87 • \Ie eaase eM tlM ikte .. wiJfHl Begleet, the M!l.jti&B 

H.R.7878 19 
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1 t& the ttH< fll'wAses fep itt seetieR iMH- shaD he ~ Ie!*! 

2 ~$6-: 

3 !!..fbt PBNAH'IEB Appue.\BLE 'l'e RflOIPIEN'FB. 

4 !!.fIt PHNAJ:.TY ¥BB l'U.A:UDULEN'I' WITmIOl1DING 

5 DEDlJ6'FION 6ER'FIFIO.'t'FB eN F!dLT;RE 'l'e FCR2lISH 

6 WI'FHHOLDING DEDlJ6'FION 6ER'FIFIOA'FE. A HY Htffi... 

7 Tidaat felftiWeft t& sHflflly iHfeFHIlltieR t& hls efflJlleyer 

8 !HIser the flFe'iifJieRS ef seetieH 4tH-; eF FegHllltieRs 'fH'e-

9 seFiees HRser the IIHtharity theFeef, wOO vrilfHlIy SHJlfJlies 

. 10 fulse er fmH8H:leRt iHfeFHIlltieR, er wOO wilfHlly fails t& 

11 SHJlflly iHfeFHIlIJieR rellltiHg t& Il ehllRge ef stlltn~ 'I;'hieh 

12 weHls set'fellSe the withhe18iHg sesHetieR, shall; iH lieti ef 

13 the JI€fltl:lty Jlrevised iH seetieB -l4b -ftth HJI6B eeBvietiee 

14 tftereef, he ftaed Bet mere thft:ft $BOO, er HHJlrislIHes fer 

15 Bet mere thtm eBe yeftF; eF fteth:. 

16 ~ ~NAL'£Y FeR FBAlffiUJ,BN'i' BKEMPHON 

17 6BH!HFI6A'FB. ARY iHdiyiduel wfte wiHaUy SHJlJllies 

18 fulse eF fftm:sHl€Bt iBfeFHllltieB iB lIB e£eIBl'ti6B eeftifi. lie 

19 tHee JllH'SHIlBt te ~ JlFevisi8BS eI !JeeReR 4i!6 -feh er 

20 regHlIltieBS IHeaeJihed &Bft€F the &&tIt~ thcPee#, shaD; -
21 iB Jie& ef the I'IlBftlty I'Je'¥itlM iB seetieB· .JAD #, &JI6B 

~ e&B¥ie1ii8B t.BereM, ~ fiBed Befi fH8l'e dwt $eOO, er iBr 

23 priseBed fer 1& Beit .. eRe ye&l';8I' he.'" 

24: ~ SPBsu, Or ess-<6P Ql'TPlAiRIB8 8eeR8B 4 iB 
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1 8:HleBaea by aloiloiiHg at the etHI thereef the feHewiHg HeW 

2 sttBSeetieB : 

3 "(HI) Wi'l'IIIIObDHffi e¥ !f.M;: *'" 80HWR eN DIY! 

4 DENBS, ReNB INtmREB'I', ~ ~GEs. 8upplcHleIlt ~ 

5 -fer CREI)},!' ¥eB T.\xl:s WI'FlllIEbB *'" gOUHCE. 

6 Section 32 is amended to read as follows: 

7 !!SE(;, 32. TAXES WITHHELD AT SOURCE. 

8 ~ Bffieuflt ef fIl* withhela at the selH'f'e HHder seetieH 

!) l43;- H4;- ffi' 4W shtHI be alIewffi!HI 8: ereait aglliHst the ~ 

10 +it- PAYME?I'I' eP ~ iN hW'I'AbMfEN'fS. 8eetisn 

11 W -fl* is aHleHaea te rett4 !HI fellsws : 

12 ~ Hffi'l'.U,bMEN'I' I'.UMEN'I'S. 

13 ~ CORPOH.'<'I'IONB. In the ease ef 8: eerperatieH, 

14 the tll:liJ'layer HItry' el:e5 te f*tY the fII:li: itt fflHi' ettttal ift-

15 BtallmeBts, itt whieh e¥eftf the first iHstallHleHt shaY be 

16 ~ 9ft the 4Ne J'lreserihea fef MIe payHlE'Ht ef the fII:li: 

17 By the ~llyeF, the sseend ffistt1:l1HlE'Ht shtHI be paid 6ft 

18 the fifteeBtb day ef the third HlSBtb, the tftird illstalltHeat 

19 9ft ~ fifteelltb de.y at the sHH.b HlSlltft, ftBd the fslifth 

20 ittett1:lJHJeBt 6ft the fifteeBtb ~ ef the Bffitft Hlsnth, afte.f 

21 I!lielt dtM&. 

22 ~ IUDR"IDl' .\:bS. IB the eft!:I(' at ft ttiJ'lftyeF 

23 fiBep th8B It e8Ffl8Fftti9tl, ~ tHfIft)'E!'F ~ ek>et te JlftY 

24: the .. irt iaIH' i&eallmeB&!, irt whieh ereBt t:he tiM 
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1 mstallmeBt shtilll:te iB ftft IhIflelfftt ~ ie!G ~ eeatiHfl 

2 ef his slH'tax Bet iBeeffte pitts eBe felH'ta ef the lhIfleunt 

3 by waiea the tM: ifftpesea by iRts eaapteF (eefflplitea 

4 witaeat loeg&Fa ie the eFeait pFe\Oiaea iB seetieB ~ 

5 exeeeas saelt !G ~ eeBtafft ef his S!lFtax Bet ifleeffleo 

6 !l%e ItfftellBt ef the flFsj; illstttDmeBt liS eemflatea ~ 

7 lfftaeF shtill ~ Feaaeea by the Itfftelfftt ef Hle eFetlit fM'9-

8 Titled iB seetieB 32; tmd; iB ease saelt eFeElit is etttiftl ie 

9 ~ iB exeess ef the Itfftelfftt ef the flFsj; iBsmliBleBt IlfI 

10 eeBlJlatea aeFelfftaeF BItt is less ~ the tM: impesea by 

11 iRts eaapteF (eeBlJltltea witaetlt Feg&Fa ie saelt eFeait), 

12 saelt eFeait shtill eeftStittlte the flFsj; iBstttllfflefit. !l%e 

13 -flFsj; iBShlllmeBt shtHI ~ paid 6ft the date pFeserieea 1M 

14 the paytieBt ef the tM: by the tlixpa-yeF, ttOO the eltlaHee 

15 ei the tH iB three eqttiIl iBStttllffleBts, iB wftieh ease the 

16 seeeBd iBStttllffleBt shall ~ ~ 6ft the iilteeBta 6ay ei 

17 the thifll IB9MB, the thifll ~ 6ft the fiheeBtfi 

18 My ei the sitih menta, ttOO the fead& iBsie:lImeBt 6ft the . 

19 fifteeBta dtt.y ei the BitHh moBtlt, ... SBeIt ~ 

20 .!.!..f3t SPBelA:1> 'BItt&: lB t.he. ease ei .. Mxdlle 

21 yetI:f' hegiRRiRg after Deeemher 3l; 19t-2, &Btl hefe£e 

22 J&.&ua.ry .t; 194% the fiM irctdJRler& sha:1l ~ itt 8ft 

23 aJOOtBlt. -fiB Iie& &i tihe. amnui pNwdell in: par..gIUpIt 

2A -f-!t ef dHsHRlweaaiaa) 8IpI&lte" jMB'. entrm eI _ 

25 SIIftBIl[ Be& itteeme plus 8Ile feaHlt eI &he IIIIl8IIM ..,. 
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1 whiea the tad< iHlpesea by this ehllflter (eempntea 

2 witaeHt regara te the ere ait flrW.9aea itt seetieH ~ 

:~ exeeeas SHeh It fleF eeHtum at hffi sHrtlL" f!et iReeme. 

4 !!...f4+ SUPPLBMEN'l' !P 'i'AXP XYBR. lR the ease at 

5 ftft iRaivialllll t!lill:pllyer w.fte makes his retum ftftd pays 

6 hffi m lH:Iaer Sliflplemeat !f., the t!lXpayer ffI&y eleei te 

7 pay the t!lilI: itt fear efttiftl iastallmeRts, itt whieh e¥eBt 

8 each iastaJImeRt slttill be itt tHt !lfHeHRt eftH9;l te eRe-

9 felU'th at the exeess at the tlt* impesea ~ this ehapter 

10 9¥eP the efeait pFe'liaea itt seetiea ~ !pfte Brst ift.. 

11 st&1Imeat shelI be pftid tHt the tlftte preserieea fer the 

12 pllymeat at the m by the tllJfpayer, the seeeRa ittstaJI 

13 meRt slttill he J*id eft the fifteeRth day at the tffird 

14 meHta, the ~ iastftlImeRt eft the Bfteeftta day at the 

15 sixth mefttli, ftftd the fSHrth mstllllmeftt eft the fifteeath 

16 ~ at the BiBtft mefttli, a:ker SHeh de.te. 

17 ~ N9~fPAYMBl!'i' eP INS'i'.\f,UffiN'i'. If IHlf 

18 iHst&llmeftt is ftM J*id eft 6P eefere the tIttt.e ffied fer 

19 its fl8:;'oHIellt, the 'Miele MleHllt ef the t!lilI: ItIIpa.ia !1fta.ll 

20 fie tWd ItfI6R fteaee Mfl aeMMa fFaHt the celIecteF." 

21 # FflRHlfiN ~ C'RHfH'f. lio1eetiflll.J.M is ftMellaed 

22 ~ twidiHg &t the etttl thert,ef the fellewHtg fttlW B&hseetieft: 

23 ~ ~ WUHHHLB *II' ~eB. Fe. the pUi'fleses 

24 ef t-his IMJIIIlemeftt the te ~888fl ~ ~ ehRflteI' eftftU be 
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1 tlie m eomflatea withoat regltl'a te the ereait flro'liaea Ht 

2 seetioH gg -t-tffit withhela ttt s01:lFee) ." 

3 -fit ES'lT:fI3S **B TRE'tJ':fS. 8uflfllemeat E ef CARfl 

4 teF -l- is amenaea ~ eading at the end thereof the f()II()~ving 

5 new seetion: 

6 "SEC. l!1& ~ WITHHEl.D ~ SOURCE. 

7 :!.The BoffIOtlHt allowea as ft eretlit ~ seetioa gg, fer ffHt 

8 withhela at the soaree, sfiftll De Rflflortioaea hetweea ffle 

9 trust er estate 8:REl the henefieiaries aaaer regtilatfflns Jlffl-

10 serihea ~ the Commissioaer with the aflflro'ltH ef the Seere 

11 tarr. ~ amolHJ:t ef Sttclt eretlit sftftll Ret De allowea te a 

12 eOffimon trust flHtd.;- h1it; a flroportionttte share thereof sfiftll 

13 De allowea te eaeh partieipeat tit Sttclt flffid." 

14 -fgt- PAR':fNBRSTIIPS. 8applement E ef Chapter -l- is 

15 amenaed ~ aaaing at the end thereof the follo'i\<ing new 

16 seetion: 

17 "SEC. m. ~ WITHHEl.D ~ SOUR{;E. 

18 :!.The afROIiRt allowed as ft eretlit ~ seetion 3il; fer tffir 

19 withhelft at the soaree, shaJl R6t Be allowed te a. pOi tneFSltiI', 

20 em ft pFeportionate share ef I!Ileh eretlit shall De allowed te 

21 eaeh partBer." 

22 -fht RlWfJNBS MiD CRBBPRS. 

23 flt Seeti8B ~ -{tit is ameBded te MWl as fello Ii s: 

24 ~ A,pmeRH3Nl'1m1'. 

25 4-lt 0vBBP:A:DfBN'l'. WItefe dlere· has INle& ftB 
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1 everpllYHlent sf tHtY itB< iffipesea By this eBllpteF, the 

2 Ilffieunt sf Sttelt eYe'1)frj'fficnt shtHl be ere4ite4 ttgttinflf 

3 tHtY ineeffit>; Will' profits, eF cxeess prefits itB< eF instRll 

4 Hteftt; thereof tlwtt tffie ffflrn the ftupllyer, tlflfl IlIIY It&l-

5 tlflee shtHl he FeRinaea itHnleaitltely te the tllxpayef. 

6 ~ EX6ESSf¥B WI':PHHOLDING. lVhefe the 

7 tlffietiftt sf the ttHi: withheld ftt the seHFee unaer Supple 

8 Hteftt; :y: el(eeCaS the t&x inlpesea By this ehllptef (llfteF 

9 1l1iewIlllee sf the el'eait IH·oyiaea by section tH- tlflfl the 

10 ereait pre'iidea l;y se~ ~ ffiF t;&x withheld ftt seliFee 

11 Iillaef seetion 113) , the Ilffielint sf SHeh exeess shtill be 

12 ereditea Rgainst IlIIY ineeffic itB< 6f illstadlHlcnt thcfcof 

13 fhett tffie ifflm the tIlXPIlYCF, tlflfl IlIIY BRlanee thcl'eof 

14 shtHl be Feflindea imHleaintely te the tRliPtiYCF. 

15 !!.f&t- REPl"NDtI eF -&59 eR LEes. If the Feeeipts 

16 flrevided fef in section 4W life Hle4 ~ the intIiviEltilil's 

17 feMtm Hndef t;his ehllJltep, IlBEl the Ilffiollnt sf the t;&x IlS 

18 shewn hy SHeh .eeeiflti! ~ htwe beeft withheld IlHEl eel-

19 leeted M the seHPee exeeeEls the ttHi: sheVffl 6ft the ~ 

20 Wft; eelHIIHtea withoHt FegaFa te the eFedit llIIewllble 

21 fer ~ Wt withheld IlBEl ealleetea lillaeF SHflfllcmcnt .y 

22 6B6 ad-jll8tetl fer ftBY t'f'fflfS Ilflfleftf'i:!tg 6ft the laee sf the 

23 reatm, ~ &Riset ef SHeh exeess shell be femnded im-

24 medifttely if it eaes ft6t exceed ~ Pl'8lJi~, MIt'f'f;'CP', 

25 ~ if .. l'tl:f&M is mHe ~ sa JB8flths eite -tAt-
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1 the ffisj; day flFeserihed :ay law fep the fi:IHtg ffl Stteh 

2 Fe~lirn, er -fBt- the fifteeftth day ffl the tlttffi mflfl~ft 

3 ffillewiftg the elese ffl saeh iRaiviaual' B tauhle yeffi'; 

4 whieheYeF is 1ftter, Be mteFest sftftll be allewea. " 

5 -f2t Seetieft ~ M is ameflaea t6 reM fHj {enews: 

6 !.!.fet PRBSUMP'I'ION :AS 'Fe P.HlIlEN'I'. FeF the f*H'-

7 ~ ffl this seetieft, ~ w.. aemal1:t withhela Ilftd. eeneetea 

8 at the seliFee HftdeF Sapplemeftt :g shall; iB Fespeet ffl the 

9 Feeipieftt ffl the iBeeme -ftts defiflea ffi seetieft 428 (e)) , be 

10 deemed t6 hft.¥e beea p!Iid :ay him 6ft the tHteeftth d&y ef 

11 the tlttffi Hleflth fellewiflg the eI6se ef his tMfthle ye&f iB 

12 w1iieh Slieh tref Wft!l sa withheld Ilftd. eelleeted. 

13 !!..ff)- ~ WI'I'HlffiJ,B *'l' SOUBeB. Fer remftd fir 

14 eFedit iB ease ef withheldiftg ftgeftt, see SeeM8ft8 t43 ~ 

15 ftftd 4W (g) ." 

16 -fit CRI'lBI'I'S }.,6AP..S'I' SUPPJ,I'DfEN'I' ~ TAX. Seeti8B 

17 4G3 is lIffiefided te reM fttI fe1l8ws: 

18 "SE(;. 403. (;REDl'I' AGADlST ~ ~ ALL9WBD. 

19 !!SeetieB M (reltttiflg t6 fereigtt t.ft. eredit) sh&ll Bel 

20 R.pply witft. respeet ta the tffif im:fl8sed ~ this IIlI}lpleHleBt." 

21 -Bt POOHIBI'l'ION 9P 14 .. BMP.fIS'I'BA'I'IVB Rlwmw OF-

22 COMM:lSSIONBB'S DBeJSI9!f. Seeti9R 3!W9 itt 8IBeBded By 

23 iBseFffitg" (11) " hefere the fim plllGgut,h _19y ..wiHg .-

24 fellewiBg HeW sahseetiea: 

25 ~ ~ aIIe:uaoee_19y t;he ge, , .. I" a ..... '" ... 
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1 flpevisielts ef seetielt ~ -fat- -f31- ef & refulta ef tM withheld 

2 &t seRree (iltehiaieg interest tRereelt, if &By) , slttill ft6t he 

3 sttBjeet ta peview by &By ethef aamiflistrative er aeeelilttmg 

4 emeer, eH!f!leyee, 6F ageItt ef the Ultited States." 

5 ~ CROSS RBFBRBNSBS. 

6 -fit P.'l:Y1ImNq:' eP q:'.'J:x. Seetielt W if)- is affieltaed 

7 ta reM &S feYews: 

8 if)- !l!*X WIq:'HIm"bB M' SOURS'S. Fer f'e!J:afremeltt ef 

9 wiMtl!.elaiBg tM &t sSlifee, see seetielts l43; l44; &Bd ~ 

10 plemeltt y,!! 

11 ~ PBNA:"bq:'IBS. SeetieB l4e +It- is ftlfteltaea by 

12 iBsertiBg "(1)" hefere tl:Ie ~ PftFRgiftflh aBEl by ftddiBg 

13 tl:Ie fsUew-iBg IteW fllH'&gi ftIll!. : 

14 ~ EeP IldditieI'lftl pelta.lties fer iMtffiHeltt reeeifits 

15 9l' failIffe ta mmislt peeeipts reftwea by seeties 43G; fer 

16 IPafttlHleftt withhsldiflg dedeeties eeFtHie&tes er fftillife ta 

17 MPfliBh saeft eertme&tes flS re!J:wed By seetielt 48-1, &Bft 

18 fer 'ftmdllieftt 8!leIBPR9fI eertifiMtes fiIetl Rltaer seetieB 

19 4a6 -fij, flee 966MB 489." 

20 ~ MU1I1Ifl:JM PBN'lt~"i'Y P9B PkH>:mtB lJ'& PI"bB 

21 RR'f8ikf. 8eetisB ~ is ameftdetl By iBS6rtiBg "(Ill OJ 

22 "BfMre the fiPM p8Attgidplr aM By tMldiBg the fellewiBg 

23 .. Iftlllaeeti8R: 

2-t ~ I«a miaiBNm llllditiea t& die Wt fep faihBc ef 
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1 withholaffig a,geflt 00 fBIl1ke fHt6: file retlH'fl reltaWea By 

2 SHpplemeat Y; see seetioR ~ W (3) ." 

3 -f4)- h''FERES'F eN OYERPAY?,ffiN'FS. Seetiofl tH-++ 

4 is ameflaea By aaaifig at the eM thereof the followffig 

5 fteW sUBseetioR: 

6 ~ ~ W I'FHHELD M' SOUROE. For date ef f*IY-

7 fI'!eltt ffi respeet ef ttHf withhela at SOHFee HBaer SHJlplemefit 

8 U. see seetisfi ggg (e) ." 

9 -fB- EFFEC'FIVE DA'FE. The pro'iisiofls ef this seetioR, 

10 e"eept sHBseetisfts +It ftftd -fit-; shall mire efteef 6ft JllftHRry 

11 -l-; 1943. ftftd shs1l be appliellhle 00 Illl aiviaeflas, beHd ffi--

12 terest, ftftd w-ages -tas aetiBea iB S~l'lefBeftt :{ij-~ 6ft 6f 

13 tl#eF SH-eh dafe.t fHt6: the pfOyisiofts ef SIlbseetlefis +It ftftd 

14 -fit- shall mire efteef 6ft J1ffiHIlry l, 1944. 

15 (242)SEC. 174. TEMPORARY INCOME TAX ON INDIVIDUALS. 

16 (a) The Internal Revenue Code 13 amended by inserting 

17 at the end of Chapter 1 the following new subchapter : 

18 "SUBCHAPTER D-VICTORY TAX ON INDWIDUALS 

19 "Part I-Rate and CompUllltioa of T. 

20 "SEC. 450. IMPOSITION OF TAX. 

21 "There shall be levied, collected, and ,aid for eodr, to:table 

22 year beginning after December 31, 1942, a victory to:t of 5 

23 per centum upon the t--ictury tax net i1WOfllB of every individual 

24 (other than a nonresident alien subject to the to:t imposed by 

25 section 211 (aJ). 
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1 "SEC. 451. VICTORY TAX NET INCOME. 

2 "(a) DEFINITION.-The term 'victory tax net income' in 

3 the case of any taxable year means (except as provided in sub-

4 section (c)) the gross income (other than gains from the sale 

5 or exchange of capital assets as defined in section 117 and 

6 other than interest allowed as a credit against net income 

7 under section 25 (a) (1) and (2)) for sllch year minus the 

8 slim of the following deductions: 

9 

10 

"(1) EXPENSES.-The expensrs allowable as a de

duction by section 23 (a) (1) and (2). 

11 "(2) INTEREsT.-Interest allowable as a deduction by 

12 section 23 (b), if the indebtedness in j'espect of which such 

13 intere..~tis allowed was inCtlrred in carrying on allY trade 

14 or business, or I"as inclI1'red for Ihe productioll or collec-

15 tion of income, or for the management, consen'alioll, or 

16 maintenance of property held for Ihe production of 

17 U'iCOfRe. 

18 "(3) TAXES.-Amounts allowable as a deduction by 

19 section 23 (c), to the e:rtent such am{)unts are paid or 

20 incv.lTffl in CQ7Inecti011 with the carrying 011 of a trade 

21 or busin8S8. or in conllechon with property used in the 

22 trade or business, or in connection with property held for 

23 IAe procitwtion of mcome. 
24: "(4) LOS8BS.-Losses (other than losses (TOm the 

25 ... or uoAange of capiWl fJS86Is) allowable as a deduc-
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1 tion under section 23 (e) (1 ), subject to the limitation 

2 provided in section 23 (h). 

3 "(5) BAD DEBTS.-The amount allowable by .~ec-

4 tion 23 (k) (1). 

5 "(6) DEPRECIATION.-The amount allowable by 

6 section 23 (l). 

7 "(7) DEPLETION.-The amo7lnt allowable InJ sec-

S tion 23 (m) and (n). 

9 "(8) PENSION TRUSTS.-The amount allowable by 

10 section 23 (p). 

11 "(9) NET OPERATING Loss.-The net operating 

12 loss deduction allowable by section 23 (s). 

13 "(10) AJJORTIZATION.-The amount aUowable by 

14 section 23 (t). 

15 "(11) ALHIONY.-The amount aUow(1hle by section 

16 23 (u). 

17 "(12) SPECIAL DEDUCTION.-The mnomd aUow~ 

18 able by section 120. 

19 "(13) ESTATES AND TRUSTS.-In the case of an 

20 estat~ or trust, the amount aUowable by 81.1.bsection (a) 

21 of section 162 in addition to the tJf1U1Uni.8 aUowable by-

22 suhsections (b) and (c) of such section. 

23 "(b) ITEMS NOT DEDUCf'lBLB.-7'1uJ detlvetitm8 olJ.ow-

24 able by sv.bseetUm (4) &lwJl be wbject. to .. limitati0n.9 ron-

25 tsined in aecIiam 24 muJ Sappkm.esll J -. in ,., COM of 
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1 nonresident aliens subject to the victory tax, shall be subject 

2 to the limitations contained in Supplement H. 

3 U(c) SUPPLEMENTT TAXPAYER.-If for any taxable 

4 year a taxpayer makes his return and pays his tax under 

5 Supplement T, the term 'victory tax net income' means the 

6 gross income for such year. 

7 U(d) BASIS FOR DETER~llNING Loss.-The basis for 

8 determining the amount of deduction for losses sustained, to 

9 be allowed under paragraph (4) of subsection (a), and for 

10 bad debts, to be allowed under paragraph (5) of subsection 

11 ( a), shall be the adjusted basis provided in section 113 (b) 

12 for determining the loss from the sale or other disposition of 

13 property. 

14 "re) RULE ApPUOABLE TO PARTICIPANTS IN A CO.Il-

15 MON TRU8T FUND.-In the case of a participant in a common 

16 trust fund, he shall in respect of the common trust fund income 

17 include in computing his victory taz net income, whether or 

18 not distributed and w1etJ&er or not distributable, only his pro-

19 porhortate share of the ordinary Ret income or the ordinary 

20 net lDaa of the common trwt fund. computed as provided in 

Bl. ,ectioa 169 (d). 

2Il "(I) RULB APPUC4BLB TO PABTNERB.-In the ca.w 
• 23 of aft ___ carrying OR business ill partnership, he sJwJJ. 

:K ... "ppece of 4e pat't.aerMip iftcotIM m1uie in computing 

25 Aia viccory _ net iraoome, toWer or ROC di.WtibuIion is 
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1 made to him, only his distributive share of the ordinary net 

2 iTlcome or the ordinary net loss of the partnership, computed 

3 as provided in section 183 ( b) . 

4 "SEC. 452. SPECIFIC EXEMPTION. 

5 "In the case of every individual there shall be allowed 

(j as a credit against the victory tax net income a specific 

7 exemption of $624. In the case of a husband and wife 

8 filing a joint return under section 51 (b), if the victory tax 

9 net income of one spouse is less than 1624, the aggregate 

10 specific exemption of both spouses shall be limited to $624 

11 plus the victory tax net income of such spouse. 

12 "SEC. 453. CREDIT AGAINST VICTORY TAX. 

13 "( a) ALLOWANCE OF CBEDIT.-There shall be allowed 

14 as a credit against the victory tax for each taxable year: 

15 "(1) The amount paid by the taxpayer during the 

16 tq,xable year as premiums on life insurance, in force on 

17 September 1, 1942, upon his own life, or upon the life 

18 of his spouse, or upon the life of any dependent of the 

19 taxpayer specified in section 25 (b) (2) (.A); and f1ie 

20 amount paid during the taxable year QJJ premiums on 

21 life insurance which is a renewal or CO'1Wersion of such 

22 life insuT(Jf'I.U in "or~ on September 1, 1942, to the 

23 extent that !tUck premiums do fIOt ~ the premiums 

24 payable on sr.u:A life insrtrrmce ita fUi'~ (¥II, &ptemher'1, 

25 1942." , " 



1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 
, 
21 

22 

28' '\' 

94'\ " 

303 

"(2) The amount by which the smallest amount of 

indebtedness of the taxpayer outstanding at any time dur

ing the period beginning September 1, 1.942, and ending 
. 

with the close of the precwing taxable year, exceeds the 

amount of indebtedness of the taxpayer outstanding at the 

close of the taxable year. 

"(3) The amount by which the amount of obliga

tions of the United States owned by the taxpayer on the 

last day of the ta.'cable year exceeds the greater of (A) 

the amount of such obligations owned by the ta..Tpayer on 

December 31, 1942, or (B) the highest amount of such 

obligations owned by the taxpayer 011 the last day of any 

preceding taxable year ending after December 31, 1942. 

As used in this paragraph (i) the term 'owned by the 

taxpayer' shall include the amount of the obligations 

owned solely by the taxpayer al1d one-half of the amount 

of the obligations oUJned jointly by the ta..Tpayer with 

another, but shall not include such obligations acquired 

by the taxpayer by gift, or inheritance, or otherwise thal1 

by purchase,· (ii) the term 'obligations of the United 

SwIM' means sucIl obligations of the United States as 

the 8ecnjltJi y may by regulatioos prescribe, and as are 

~ ita suM tnaMer and under .meA terms and 

~'aa Ae may specify; and (iii) the term 'amount 
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1 of obligations of the United States' means the amount 

2 paid for such obligations. 

3 "(b) Ll!tIITATION ON CREDIT.-The amount of such 

4 credit for the taxable year shall not exceed the amount of the • 
5 post war credit or refund allowed by section 454 for such 

6 taxable year. 

J "SEC. 454. POST J17 AR CREDIT OR REFUND OF VICTORY TAX. 

8 "(a) ALLOWANOE OF CREDIT.-As soon as practicable 

9 after date of cessation of hostilities in the present war (as 

10 defined in section 475 (b)), the following amount of the 

11 victory tax paid for each taxable year beginning after Decem

;t2 ber 31, 1942, shall be credited against any income tax or 

13 installment thereof then due from the taxpayer, and any 

14 balance shall be refunded immediately to the taxpayer: 

15 "(1) In the case of a single person or a married 

16 person not living with husband or wife, 25 per centum 

17 of the victory tax or 1500, whichever is the~. 

18 "(2) In the case of the head of a family, 40 per 

19 centum of the victory tax or $1,000, whichever iI the 

20 lesser. In the case of a married person living with hfU-

21 band or wife where separate returns are filed by eodJ 

22 spouse, 40 per cenlrun of the W:torg tu or 1500, whicA-

23 ever is the lesser. In tile case of a maI'1'iR.d person living 

24 with lwsbarul or wile where a ~ TI1turn iI filal 

~ 

<. 
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1 by one spouse and no return is filed by the other spouse, 

2 or in the case of a husband and wife filing a joint return 

3 under section 51 (b), only one such credit shall be allowed 

4 and such credi,t shall not exceed 40 per centum of the 

• 5 victory tax 01' $1,000, whichever is the lesser. 

6 "( 3) For each dependent specified in section 25 

7 (b), excluding as a dependent, in the case of a head of 

8 a family, one who would be excluded under section 25 

9 (b) (2) (B), 2 per centum of the victory tax or $100, 

10 whichever is the lesser. 

11 "(b) CHANGE OF STATus.-If for any taxable year 

12 the status of the ta:r:payer (other than a ta:J.payer who makes 

13 his return and pays his tax under Supplement T) with re-

14 spect to his marital relationship or with respect to his depend-

15 ents, changed during the taxable year, the amount of the 

Hi eredit or refund provided by this section for such taxable 

17 year shall be apportioned, under rules and regulations pre-

18 scribed by the Commissioner with the approval of the Seere-

19 tory, in accordance with the number of months before and 

20 after such change. For the purpose of such apportionment 

21 a fractional part of a month shaU be disregarded unless it 

22 amounts to more than half a month in which case it shall be 

23 considered as II manti. 

24 "(c) STAT1IS OF SUPPLEMENT T T AXPAYER.-If for 

n.'a 7378 20 
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1 any ta.mble year a taxpayer makes hi.s retllrn and pays his 

2 ta.r under SIlJllllement T, for the purpose of the credit or 

:1 refund provided by this section, his status for such year with 

4 respect to his marital relationship or with respect to hi8 de-

• ,) pendents shall be determined in accordance It·ilh the prol,i-

G siom of section 401. 

7 " (d) PERIOD OP Ll.IllTATION.-N 0 IJost war credit or 

8 refund of any part of the victory ta:c prorided ill this 8N:tioll 

9 shall be allowed or made after 7 years from the dale of c(wsa-

10 tion of hostilities in the present war, unless claim for credit or 

11 refund i~ filed before the e.rpiration of such date. No int('re.~1 

12 shall be allowed on such credits or refunds. 

13 "(e) LlJIITATION OF CREDIT.-The post war credit or 

14 refund allowed by this section shall be reduced by the amount 

15 of any credit allowed under section 453. 

16 "SEC. 455. RETURNS. 

17 "(a) INDIVIDUAL RETURNS.-Every individual having 

18 a gross income in excess of $624 for the taxable year, shall 

19 make, under refJUlatiom prescribed by the Commiss'wner with 

20 the approval of the Secretary, a return, which shall contain or 

21 be verified by a written declaration that it is made under the 

22 penalties of perjury, stating specifically the items of his gross 

23 income and the deductiona and credits allowed u1Uler this 

24 subchapter. 

25 " (b) FIDUCIARY RETUBN8.-EfJer1I fUlucio.ry (ezcept 
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1 a receiver appointed by authority of law in possession of part 

2 only of the property of an individual) shall make, under regu-

3 lations prescribed by the Commissioner with the approval of 

4 the Secretary, a return under oath, for any individual, estate, 

5 or trust for which he acts, if the gross income of such indi-

6 vidual, estate, or trust is in excess of $624 for the taxable 

7 year, stating specifically the items of gross income and the 

8 deductions and credits allowed under this subchapter. The 

9 provisions of section 142 (b) shall be applicable with respect 

10 to any returll required to be made under this subsection. 

11 "SEC. 456. LIMITATION ON TAX. 

12 "The tax imposed by section 450 (victory tax), computed 

13 without regard to the credits provided in sections 453, 454, 

14 and 466 (f), shall not exceed the excess of 90 per centum 

15 of the net income of the taxpayer for the taxable year over 

16 the ta.r imposed by sectimls 11 (normal tax) and 12 (surtax), 

17 computed without regard to the credits provided in sections 

18 31,32, and 466 (f). 

19 "Part lI-CoUec,itm of Tar: at Source on Wages 

20 "SEC. 465. DEFINITIONS. 

21 "As used in this part-

22 "(a) PAy-ROLL PERIOD.-The term 'paY-7'oU period' 

23 means a period for which a paYl/ient of wages is ordinarily 

24 made IQ the employee by his employer. 

25 CC(b) W AGEs.-The term 'wages' means all remunera-
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1 lion for services performed by an employee for his employer, 

2 including the cash value of all remuneration paid in any 

3 medium other than cash; except that such term shall not 

4 include remuneration paid (1) for ,~ervices performed as a 

5 member of the military or naval forces of the United States, 

6 other than pensions and retired pay, (2) for agricultural 

7 labor (as defined in section 14.26 (h)), (3) for domestic 

8 service in a private home, local college club, or local chapter 

9 of a college fraternity or sorority, (4) for casual labor not 

10 in the course of the employer's trade or business, (5) for 

11 services as an employee of a nonresident alien individual, 

12 foreign partnership, or foreign corporation, if such individual. 

13 partnership, or corporation is not engaged in trade or busi-

14. ness in the United States, (6) for services as an employee 

15 of a foreiyn government or any wholly owned instrumentality 

16 thereof, or (7) for services performed as an employee while 

17 outside the United States (as defined in section 97ff7 (a) 

18 (9) ), unless the major part of the services perfM'11tel1 duri1l!J 
, 

19 the calendar year by StfJCh employee· for his employer a1"e 

20 performed within the United States. 

21 "(c) WITHHOLDING AGENT.-The term 'withholding 

22 agent: means'"'any person required to withhold, coUeet, and 

23 . pay the tax under section 466. 

24 "(d) EMPWYEB.-TAe term 'emplogd inel.~ (in 
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1 addition to any individual who is a servant under the law 

2 of master and servant) any individual who performs serv-

3 ice, of whatever nature, for a person (including the United 

4 States, a State, Territory, or any political subdivision 

5 . thereof, or the District of Columbia, or any agency or 

G instrumentality of anyone or more of the foregoing), unless 

7 the service is IJe1/ormed by the individual in pursuit of his 

8 own independently established business. The term 'em-

9 ployee' also includes an office1' of a corporation. 

10 "( e) EMPLOYIiJR.-The term 'employer' includes any 

11 person for whom an individual performs any service, of 

12 whatever nature, as the employee of such person. 

13 "SEC. 466. TAX COLLECTED AT SOURCE. 

H "(a) REQUIREMENT OF WITHHOLDING.-There shall 

15 be withheld, collected, and paid upon all wages of ever/J pe/'-

16 son, to the extent that stlch wages are includible in gross l'n-

17 come, a tax equal to 5 pftr centllm of the e.Tcess of each pay-

18 ment of such wages OVftr the withholding dedllelion alloll'able 

19 under this part. This subsection and subsection ( c) shall not 

20 be applicable 1n any case provided for in section 143, e.Teepl 

21 in the case of u'ages paid to residents of a contiguous country 

22 who entftr and [eat'e the United Stafes at frequent intermls. 

23 "(b) W,THHOLD,NG DEDUCTlON.-

24 "(I) In computing the tax required to be u'ithheld 
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1 under subsection (a), there shall be allowed aB a d('riuc-

2 lion arlainst the lI,'ages paid for ('(Jell llll!l-roll llll'ior/ an 

3 amount determined in accordance with the following 

4 schedule: 

W ilhholding 
PIJII-roU perifJd dedu<tu.n 
Weel,·",! ____________________________________________ 813 
lIiweekly___________________________________________ 24 
Semimonthly__________________ ___ _ _______ ____ _ _ __ _ _ ;:r; 
M ontMy __________________________________ ______ _ _ _ ;;.: 
Quarterly _________________________________________ 1M; 
Semianllually _ _ _____ _________ ________ _ __ _ _ _ _ _ _ _ _ _ _ _ _ 312 
AlIlIu(flly __________________________________________ GJ,~ 

5 "(2) If a pay-roll period in respect of (//I!J u'agc8 ~~ 

6 less than one week, the excess of the aggregate of the 

7 wages paid during each calendar week over the dedue-

8 tion allowed by this subsection for a u'cekl!! pay-roll 

9 period shall be 'U.'led in computing the tax required to be 

10 withheld. 

1.1 "(3) If a pay-roll period in re-spccl of allY u:age.~, 

12 or any other period leitlt respect to u'hieh U'U[JCS arc paid, 

13 is not otherwise specifically provided for in this subsec-

14 tion, the deduction allowable against each payment of 

15 such wages shall be the deduction allowable in the Ga¥ 

16 of an OIinual pay-roll period diL-ided by 3(j5 and muUi-

17 plied by the number of days in such period, including 

18 Sundays and holidays. 

19 "(4) In any case in which wages are p6id by an 
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1 employer without regard to any pay-roll period or other 

2 period, the deduction allowable against each payment of 

3 such wages shall be the deduction allowable in the case 

4 of an annual pay-roll period divided by 365 and multi-

5 plied by the number of days (including Sundays and 

6 holidays) which have elapsed since the date of the last 

7 payment of such wages by such employer during the 

8 calendar year, or the date of commencement of employ-

9 ment with such employer during such year, or January 

10 1 of such year, whichever is the later. 

11 " (5) The deduction allowable under this subsection 

12 in respect of any individual for any calendar year shall 

13 not exceed the total deduction which would have been 

14 allowable under paragraph (1) if the only pay-roll period 

1:> of such individual had been an annual pay-roll period. 

16 " (c) TV AGE BRACKET WITHHOLDING.-

17 "(1) .l':lt the election of the employer, if his pay-roll 

18 period with respect to an employee is weekly, biweekly, 

19 semimonthly, or monthly, there shall be withheld, collected, 

20 and paid upon the wages of such employee a Ia:l; deter-

21 mined in accordance with the foUowing tables, which shall 

22 be in lieu of the Ia:l; required to be withheld under sub-

23 aedion (a): 
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For weekly pay-roll period For biweekly pay-roll period 

If the But not I The amoun.t o( If the But not The amounl of 
u-ages aTe DeT tax to be w'th- wage8 aTe over tax to he ldth-

over o held .hall be ODer held .hall be 

$12 $16 $0.10 $24 $.10 $0. 10 
16 20 .30 30 40 .50 
20 24 .50 40 50 1.00 
24 28 .70 60 r;o 1.50 
28 32 .90 60 70 I 2.00 
32 36 1.10 70 80 2.50 
36 40 1.30 80 100 3 .. ~o 
40 50 1.60 100 120 4·30 
50 60 2.10 120 140 6.30 
60 70 2.60 1!,0 160 6.30 
70 80 3.10 160 180 7.30 
80 90 3.60 180 200 8 . .10 
90 100 4·10 200 220 9.30 

100 110 4·60 220 21,0 10. SO 
110 120 5.10 240 260 11.30 
120 130 5.60 260 280 12. SO 
130 140 6.10 280 300 13.30 
140 160 6.60 300 320 14·30 
150 160 7.10 320 340 15 .. '10 
160 170 7.60 31,0 360 16.30 
170 180 8.10 360 380 17.30 
180 190 8.60 380 J,OO 18.30 
190 200 9.10 400 1,20 19.30 
200 --------- $9.40 plUB 1,20 1,1,0 20.30 

5% oj the 1,1,0 460 21.30 
excess 01JeT 1,60 1,80 22.30 
$200. 480 500 23.30 

500 ---._.-.- .$29.80 pl'Wl 
6% oj t~ 
e:ccus oz,er 

$500. 

--
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For semimonthly pay·roll period For monthly pay-roll period 

If the But not The amount of I If the But not The amount of 
wages are tax to be wit h- wages are tax to be with. 

over over held .hal! be over over held .hal! be 

$26 $30 $0.10 $52 $60 $0.20 
30 40 .40 60 80 .90 
40 50 .90 80 100 1.90 
50 60 1.40 100 120 2.90 
60 70 1.90 120 140 3.90 
70 80 2.40 140 160 4·90 
80 100 3.20 160 200 6·40 

100 120 4·20 200 240 8·40 
120 140 5.20 240 280 10. 40 
140 160 6.20 280 320 12·40 
160 lEW 7.20 320 360 14·;'0 
180 200 8.20 360 ;'00 16.40 
200 220 9.20 400 440 18·40 
220 240 10.20 440 480 20·40 
240 260 11.20 480 520 22·40 
260 280 12.20 520 560 24.40 
280 300 13.20 560 600 26.40 
300 320 14.20 600 640 28·40 
320 340 15.20 6·10 680 30·40 
340 360 16.20 680 720 32·40 
360 380 17.20 720 760 34·40 
380 400 18.20 760 800 36·40 
400 420 19.20 800 840 38·40 
1;20 440 20.20 840 880 40.40 
440 460 21.20 880 920 42.40 
460 480 22.20 920 960 44·40 
480 500 23.20 960 1,000 46.40 
500 "- ------- $23.70 plm 1.000 .. ------ . $47.40 plm 

6% of 1M 5% of 1M 
t.rct88 ot'tr truss OVtr 
$600. $1,000. 
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1 "(d) WITHHOLDING WHERE AMOUNT IS UNKNOlVN.

~ In any case in which the withholdin.q agent is unable to deter

;} mine the amount of any wa.'les which is includible in gross in

:l come, the Commissioner, under regulations prescribed by him 

J with the approval of the Secretary, may authorize the tax t~ be 

() withheld, collected, and paid. 

7 "(e) TAX PAID BY RECIPIENT.-If any tax required 

S under this part to be withheld and coUected is paid by the 

£) recipient of the income, it shall not be re-collected from the 

10 withholding agent; but such payment shall in no case relieve 

11 the withholding agent from liability for interest or additions 

12 to the tax otherwise applicable in respect of the tax imposed 

13 by this chapter. 

14 H(f) CREDIT FOR TAX WITHHELD AT SOURCE.-The 

15 tax withheld and collected under this part shall not be 

16 allowed as a deduction either to the withholding agent or 

17 to the recipient of the income in cmnpuung net income; 

18 but the amount of the tax 80 witJJIeld and collected sW 1M 

19 allowed as a credit against the tax imposed by t1i1s--c1iapt,e:;; 

20 upon the recipient of the income. Such credit sha1l be allowed!' 

21 first against the victory tax imposed by section lnO (~ 

22 justed for the credit allowed by section' ln3) and the ezceBB . 

23 of such credit, if any, over the uicIory tax, 80 adjusted, 

24 shall be allowed against the tax imposed by sections 11 and 

25 12 or section 400, till the caae mag be. 
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1 "(g) REFUNDS.-Where there has been an overpayment 

2 of tax under this part, any refund or credit made under 

3 the provisions of section 322 shall be made to the recipient of 

4 the income; but, in any case in which such tax was not so 

5 withheld by the withholding agent, sllch refund or credit 

6 shall be made to Ihe withholding agent. 

7 "(h) INCLUDED AND EXCLUDED WAGES.-If the re

S muneration paid by an employer to an employee for services 

9 performed d1lring one-half or more of any payroll period 

10 constitutes wages, all the remuneration paid by such employer 

11 to such employee for such period shall be deemed to be wages; 

12 but if the remuneration paid by an employer to an employee 

13 for services performed during more than one-half of any 

14 suck payroll period does not constitute wages, then none of the 

15 remuneration paid by such employer to such employee for 

16 such period shall be deemed to be wages. 

17 "SEC. 467. WITHHOLDING AGENT. 

18 "(a) COLLECTION OF T Ax.-The tax required to be 

19 WitMeld by section 466 shall be collected by the person hau-

20 ing control of the payment of such wages by deducting such 

21 amo,,'" fram such wages as and when paid. As used in this 

22 aubMcAon, I1ae term 'person' include.s officers and employees 

23 of lie UrriI«lStates, or of a Stale, Territory, or any political 

2i au6diwUion chereof, M" of • DUtricl of Columbia, or any 

25 119~ .'.,. ~ of arty 0fW or IIaont of die foregaifl{/-
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1 "(b) INDEJISIFlCATION OF TVITHHOLDING AOENT.

:2 Every person required to withhold and collect any tax under 

3 this part shall be liable for the payment of such ta,x, and shall 

4 not be liable to any person for the amount of any such pay-

5 ment. 

G "(c) ADJUSTMENTs.-If more or less than the correct 

7 amount of tax is withheld or paid for any quarter in any 

8 calendar year, proper adjustments, with respect both to the 

9 tax withheld or the tax paid, may be made in any subsequent 

10 quarter of such calendar year, without illterest, in such 

11 manner and at such times as may be prescribed by regulations 

12 made by the Commissioner, with the approval of the Secretary. 

13 "SEC. 468. RETURN AND PAYMENT BY WITHHOLDING AGENT. 

14 "In lieu of the time prescribed in sections 53 and 56 for 

15 the return and payment of the tax imposed by this chapter, 

16 every person required to withhold and collect any tax under 

17 section 466 shall malce a return and pay such tax on or before 

18 the last day of the month following the close of each quarter 

19 of each calendar year. Every such person shall incltiU'With 

20 the final return for the.eI1lendar year a duplicate copy ofteach 

21 receipt required to be fvnished under secOOn 469. Every 

22 such '/krson shall also k.p such records and render under 

23 oath such statements w •. respect to the tax flO withheld and 

24 collected as may be requiritJ·under regulatimrs prescribed by 

25 the Commissioner, wiJA the ann-ooal of the Secrel41'y. 
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1 "SEC. 469. RECEIPTS. 

2 "(a) WAGEs.-Every employer required to withhold 

3 and collect a tax in respect of the wages of an employee shall 

4 furnish to each such employee in respect of his employment 

5 during the calendar year, on or before January 31 of the 

6 succeeding year; or, if his employment is terminated before 

7 the close of such calendar year, on the day on which the last 

8 payment of wages is made, a written statement showing the 

9 period covered by the statement, the wages paid by the em-

10 ployer to such employee during such period, and the amount 

11 of the tax withheld and collected under this part in respect of 

12 such wages. 

13 "(b) REGuLATIONs.-The statements required to be 

14 furnished by this section shall be furnished at such other 

15 times, shaU contain such other information, and shall be in 

16 ,such form as th6 Commi&ioner, with the approval of the 

17 Secretary, may by regulations prescribe. 

18 "(e) EXTENSION OF TIME.-The Commi&ioner, under 

19 such regulations as he may prescribe with the approval of 

20 the 8ecreltJry, may grtMtlo OfIy employer a reasonable exten-

21 &ion of tUne ('Rot in aceBS of 30 days) with respect to the 

2B 6C(demeRIs required 10 be furnished to employees on the day 

23 _ ,WW cAe lest payment of wages is MtJde.. 

3d: "'IICi""" rUAl..T1BS. 

15' '\\;;,,~ PlINALl'mB nM FUfJDfIlJl1I'r RECIHP'r OR 
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1 F"llLFflE 1'0 FCRSISil HIXEIPT,-In li(,u of au!) othe/, Ilc7l-

2 ally p)'ovided by law (except the penalty provided by sub-

3 sectioll (b) of this section), any pcrson T'l'ljllirNl Ill/de/' the 

4 provisions of section 46'9 to furnish a 1'eceipt in respect of tax 

5 u'ithheld pursuant to this part who wilfully furnishe.~ 

6 a false or fraudulent receipt, or who wilfully fails to furnish 

7 a receipt in the manner, at the time, and siLowin.1J the infor-

8 malion required undcr section 46'.9, or rcgulations prescribed 

9 thereunder, shall for each Sllch failure, upon COlwiction theN'of, 

10 be fined not more than $1,000, or imprisoned for not more 

11 than one year, or both. 

12 "(b) ADDITIONAL PENALTY.-In addition to the pen-

13 ally provided by subsection (a) of this section, any person 

H required under the provisions of section 469 to furnish a 

15 receipt in respect of tax withheld pursuant to this part 

16 who wilfully furnishes a false or fraudulent receipt, or, who 

17 wilfully fails to furnish a receipt in the manner, at the time. 

18 and showing the information required under section 469, or 

19 regulations prescribed thereunder, shall for each such failure 

20 be subject to a civil penalty of not more than $50. 

21 "(c) F AlLURE OF WITHHOLDING AGENT TO FILE 

22 RETURN.-In case of any failure to make and file return 

23 required by this part, within the time prescribed by 

24 laze or prescribed by the Commissioner in pursuance of law, 

25 unless it is shown that such failure is due to reasonable cause 
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1 and not due to wilful neglect, the addition to the tax provided 

2 f OJ' in section 291 shall not be less than $5. 

3 "Part lll-E:<piration Date and Definitions 

4 "SEC. 475. DEFINITIONS. 

5 "(a) NET IlI'CO.UE.-vVhen used in this title, where not 

6 otherwise distinctly expressed Or manifestl!J incompatible with 

7 the intent thereof, the term 'net income' shall be cOllstrued fa 

8 mean 'victory tax net income' f01' the purlJOses of this sub-

9 chapter. 

10 "(b) DATE OF CESSATION OF HOSTILITIES IN THE 

11 PRESENT TV AR.-As used in this subchapter, the term 'date 

12 of cessation. of hostilities in the present war' mealls the date 

13 on which hostilities in the present war between the United 

14 States and the governments of Germany, Japan, and Italy 

15 cease, as {i:1:ed by proclamation of the President or by con-

16 current resolutiol~ of the two Houses of Congress, whichever 

17 date is earlier, or in case the hostilities between the United 

18 States and such governments do not cease at the same time, 

19 StIch date as may be so fixed as a'll appl'Opriate date for thl' 

20 purposes of this subchapter. 

21 "SEC. 416. EXPIRA.TION DATE. 

22 "The taxes imposed by this svhchapter shaU not apply 

23 with respect 10 any ta-rable year commencift{J after the dak 

24 of cessaaiota of AOBtilitiss in the present war." 

25 . (b) OU88IFlCA'J'ION OF PROYISIONS.-Section 3 IS 
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1 amended by adding at the end thereof the followin,? neu' 

2 paragraph: 

3 "Subchapter D-Victory tax on individuals, divided into 

4 parts and sections". 

5 (c) RATES OF TAX ON CITIZENS OF CERTAIN FOR-

6 EIGN COUNTRlES.-Section 103 is amended by striking out" 

7 "and 362" and inserting "362, and 450"; and by striking 

8 out "or 362" and inserting "362, and 450". 

9 (d) FOREIGN TAX CREDlT.-

10 Section 131 is further amended by adding at the 

11 end thereof the following new subsection: 

12 "(i) TAX WITHHELD AT SOURcE.-For the purposes 

13 of this supplement the tax imposed by this chapter shall be 

14 the tax computed without regard to the credit provided in 

15 section 32 and section 466 (f)." 

16 (e) REFUNDS AND CREDlT8.-

17 (1) Section 322 (a) is amended to read as follows: 

18 "(a) AUTHORIZATION.-

19 "(1) OVERPAYMENT.-Where there haJJ been '16 

20 overpayment of any W: imposed by this chapter, the 

21 amount of. such overpayment skflJl be credited agaid 

22 any income, -war-pro(i.ts, UI' e:rceu-profib Uu: or instalt-

23 ment thereof thfP rltuJ. from the Uu:pII#t!:r, anJ. any bal-

M ance sholl be re/r!. i. immed~ to the tazpayer. 

25 "(2) EXCB8~ JYITllBO£DlJiG..-WAere lie 
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1 amount of the tax withheld at the source under Part II 

2 of Subchapter D excceds the tax imposed by this chapter 

3 (after allowance of the credits provided by sections 31, 

4 32, and 453), the amount of such excess shall be credited 

5 against any income tax or installment thereof then due 

6 from the taxpayer, and any balance thereof shall be 

7 refunded immediately to the taxpayer." 

8 (2) Section 322 (e) is amended to read as follows: 

9 "( e) PRESUMPTION AS TO DATE OF PAY.1fENT.-For 

10 the purposes of this section, any ta.7: actually withheld and 

11 collected at the source under Part II of Subchapter D shall, 

12 in respect of the recipient of the income, be deemed to have 

13 been paid by him on the fifteenth day of the third month (oi-

14 lowing the close of his taxable year in which such tax was 

15 so withheld and collected; except that in the case of a nonresi-

16 dent alien individual, it shall be deemed to have been paid by 

17 him on the fifteenth day of the sixth m(}nth following Ihe close 

18 of his t(l:l'able year. 

19 U(f) TAX Wl!'HHELD AT SOURcE.-For refund or 

20 credit u. CtlSe of ~ing agent, see sections 143 (f) and 

21 466 (g)." 

22 (f) CROSS REFBRE.\·CES.-

23 (1) PAYJlIfNT OJ' T~.-8ectifJlft 56 (f) is amended 

H .. ·nod (18 IoU".: 

H. R. 7378 21 ' ' 
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1 "(f) TAX WITHHELD AT SOURCE.-Por requirement 

2 of withholding tax at source, see sections 148, 144, and Part 

3 II of Subchapter D." 

4 (2) CRElJITS AGAINST TAX.-The Internal Reve-

5 nue Code is amended by adding after section 88 the fol-

6 lowing new sections: 

7 "SEC. 34. CREDITS AGAINST VICTORY TAX. 

8 "Por credits af/ainst rictor.'l tax, SCI' see/ioJls 4:;.1, 454, 

9 and 466 (f). 

10 "SEC. 35. CREDIT FOR TAX WITHHELD ON WAGES. 

11 "For credit against the tax for tax withheld on wages, see 

12 section 466 (f)." 

13 (3) PENALTIES.-Section 145 (d) is amended lnJ 

14 inserting" (1)" before the first paragraph and by adding 

15 the following new paragraph: 

16 "(2) For additional penalties for fraudulent re-

17 ceipts or failure to furnish receipts required by .~ection 

18 469, see section 470." 

19 (4) MINIMUM PENALTY 'FOR FAILURE TO FILE 

20 RETURN.-Section 291 is a'1Tle1lded by inserting "(a)" 

-
21 before the first paragraph and by adding the foUnwing 

22 new subsection: 

23 "(b) For minimum addition to the toz for failure of 

24 withholding agent to make and file return required by Part 

25 II of Suhckapter D, see section 470 (e)." 
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1 (5) INTEREST ON OT'ERPAHIENTS.-Section 3771 

2 is amended by adding at the end thereof the following new 

3 subsection: 

4 "( e) TAX lVITIIIIELD AT SOURcE.-For date of pay-

5 ment in respect of tax withheld at source under Part II of 

6 Subchapter D, see section 322 (e)." 

7 (g) EFFECTIVE DATE.-The provisions of this section 

8 shall take effect on January 1, 1943, and shall be applicable 

9 to all wages (as de~ned in Part II of Subchapter D) paid 

10 on or alter such date. 

11 (24:3)SEC. 175. NET INCOME OF INDIVIDUALS. 

12 (a) .LLUESDJlENT TO ISTERSAL REVENUE CODE.-

13 Supplement B of chapter 1 01 the Internal Revenue Code 

14 is amended by,addillg at the end thereof the following new 

15 /!('ct io n : 

16 ··SEC. 128. LIMITATION ON DEDUCTIONS ALLOWABLE TO INDI. 

17 VIDUALS IN CERTAIN CASES. 

18 "(a) RECOJIPUTATlOS OF NET INCOJiE.-If the de-

19 ductiolls allowable to all individual (e;reept for the prQll'i3ions 

20 of this sretioll) alld aUributable to a trade or business 

21 carried an by him for five ronsecutiL'e taxable years have, 

22 in each of SItch years, treeeded the gross income derived 

23 from such trade or business. the net income of such indi-

24 vidual for each of such years shall be recompukd. For the 

25 fJU"P088 of such ~putation, such dedv.clions sIuUl be 
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1 alloY'cd only to the extent of $10,000 plU1J the gross income 

2 attributable to such a trade or business, and no net operating 

3 10s8 d ed u ction shall be allowed. 

4 "(b) REDETERMINATION OF 7'Ax.-Upon the ba.~i.~ of 

;) the net income computed under the provi.~'ion8 of ,Yllbsectio1t 

G (a), the ta:1' imposed by this chapter shall be redetermined 

7 for each slIch ta.Table year to 11'hich thi.~ chapt!'r i.y applicable 

8 and any excess thereof, reslIlting solely from the rJi.mllolJ!-

9 once of the deductions specified in subsection (a), over the 

10 amollnt of the tax previously determined .yhall be a.~se.~8t'(1 

] 1 and collected a.~ a deficienr:y. 

12 "(c) SUSPEXSLOS OF STATUTE OF LIMITATIONS.

] 3 K at withstanding the provisions of .~ection 27.5, any deficiency 

14 determined under subsection (b) for a taxable year preceding 

15 the fifth taxable year referred to in subsection (a) may be 

16 assessed within one year after the expiration of the time pre-

17 scribed by law for the assessment of a deficiency for such 

18 fifth taxable year." 

19 (b) EFFECTIVE DATE OF AJlENDMENT.-The amend-

20 ment made by subsection (aJ shall be applicable to taxable 

21 years beginning after December 31, 1937, but 1UJ deficiency 

22 shall be a:~se.<JSed or colleeted thereumler for any taxable year 

23 beginning priM to January 1,1942. 
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1 Part II-Personal Holding Companies 

2 SEC. 181. RATES OF PERSONAL HOLDING COMPANY TAX. 

a The rate schedule of section 500 (relating to tax on 

4 personal holding companies) is amended to read as follows: 

5 " ( 1) 75 per centum of the amount thereof not in 

6 excess of $2,000; plus 

7 " (2) 85 per centum of the amOlmt thereof in excess 

8 of $2,000.". 

9 SEC. 182. EXEMPTION OF CERTAIN· CORPORATIONS FROM 

10 PERSONAL HOLDING COMPANY TAX. 

11 (a) EXEMPTION OF CERTAIN LoAN AND INVESTMENT 

12 CORPORATIONs.-Seotion 501 (b) (relating to exemptions 

13 from personal holding company tax) is amended to read as-

14 follows: 

15 " (b) EXOBPTIONS.-The tePDl 'personal holding com.. 

16 pony' does not include--

1'1 " (1) A corporMion ex~t· from taxation under 

18 section 101. 

19! .. (2) A baU.. .. Wned in seeti.on 104. 

• .. (3) A life insurance oompu.y. 

21 .. (4) A S\IftIty eem~ . 

.. (5) A foreign personal holdiDg company as d ... 

........ 011 SSI.· 

h ~."C(6) A _7 ed· ppel1li_lIlb., fiaaaee oomJIIIDY 

, .. 
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(244 )subjeet ffl the sllfleFVisiefl ffl Stttre authoFit \' hllVill" . " 

Sl:Iflen'isiofl &¥ef' Hflftfleial iflsti~utiAfls under Stole su !)(T

vision, at least 80 pcr centllm of tilP grm;s iru'ollu' of 

which is lawful intcrest received from individllnl~ rnch of 

whose indebtedness to slIch company did not at any time 

during the tnxnblr yrar exceed $::lOO in prirll'ipnl :lIl1onnt, 

if sllrh interest is not paYH blp in advnllrr or ('onq)()llIlflpd 

and is romputrd only on unpaid balances. 

"(7) A loan or invrstmmt corporation (:!45);ttlr

jeet t6 tftt. sl:IpeFvisiflfl ffl State IHltflAnf7 having- ~l:IfWF 

yisi6fl &¥ef' BflaHeiaJ iflstitl:ltiAfl, a mhstnntial part of tlJl' 

business of which consists of receiving funds not subject 

to check and evidenced by installment or fully paid cer-

ficates of indebtedness or investmrnt, and making loans 

and discounts, and the loans to a person who is II ,hare

holder in such corporation during such taxable year by or 

for whom 10 per centum or more in vaIue..efits outstand

ing stock is owned directly or indirectly (including in the 

case of an individual, stock owned by the members of his 

family as defined in section 503 (a) (2» outstanding at • 

any time during such year do not eXceed $5.000 in 

principal amount." 

(b) TAXABLE YEABS TO WmCH AxENDlfDT APPLI-

24 CABLE.-The amendment made by this section shall be 

25 applicable to taxab12 years beginning after December 31, 
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1 (246)1938 1941, except that if a ta.Tpayer, within the time 

2 and in the manner and subject to such regulations as the Com-

3 missioner with the approval of the Secretary prescribes, el~cts 

4 to have such amendments apply retroactively to all taxable 

5 years of the taxpayer beginning after December 31, 1938, 

6 and not beginning after December 31, 1941, such amend-

7 ments shall be applicable to such ta:mble years. 

8 SEC. 183. CONSOLIDATED INCOME. 

9 Section 501 ( c ) is amended by inserting at the end 

10 thereof the following: "The preceding sentence shall apply 

11 only if the common parent corporation is a common parent 

12 of an affiliated group of railroad corporations which would 

13 be eligible to file consolidated returns under section 141 

14 prior to its amendment hy the Revenue Act of 1942. (247)ffi 

15 dt't,t'PRlil'lil'l~ feto 4;he flIIPfl8ses ~ Beet i81'1 H+ ++ -f8t- fIiHl 

16 i9t ~ ~ mC8ffie ~ ft e8l'fl81'ft$lCB wid-liB liRe Ft'fj:lliFt' 

17 tHeM '1,cSePlaeli ~ seeliieB ~ * % Miera elWl Be 

18 dieregtH'8eEl ~ iBeeme reettl$ittg ft:am V&BBIleliieBs aetweeB 

19 IlIIeh e8l'fl&l'ttliiCB &Bd eYteP 88Ff1CI'ftQ8B8 wlHeh ftfe Hlt'fft8el'8 

20 ef ~ aMilieteEl ~18&fI." 

21 (248}sBc. 184. COMPUTATION OF UNDISTRIBUTED SUBCHAP· 

22 TER A NET INCOME. 

2S 'a) 8ediofl504 '''''''10 dedtu:Iiona from subcluJpter 

K A _ .... ) is...,..",.. edtliftg at tie eml t1wreof 1M 

t~1-"'" 
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1 "(d) Amounts distributed before January 1, 1944, in 

2 redemption of preferred stock outstanding before January 

3 1, 1.934 (includin,rl any preferred stock issued after Janu-

4 ary 1, 1934, in lieu of such previously outstanding preferred 

5 stock) if such distributions are made mj a corporation the 

6 ag,qregate of whose gross sales and gross receipts arisin,fJ from 

7 manufacturing, commercial, processing, and service opera

S tions during the four-year period immediately before J anu-

9 ary 1, 1934, exceeded the aggregate of its gross receipts from 

10 dividends, interest, royalties, annuities, and gains from the 

11 sale or exchange of stock or securities during such period." 

12 (b) The amendment made by this section shall be appli-

13 cable to taxable years beginning after December 31, 1940. 

14 SEC. (249}t84 185. DEFICIENCY DIVIDENDS OF PERSONAL 

15 HOLDING COMPANIES. 

16 Section 506 (relating to credits and refunds in case of 

17 deficiency dividends) is amended by inserting at the end 

18 thereof the following new suhsections: 

19 "(g) RATE FOR TAXAULE YEARS 1939, 1940, AND 

20 1941.-If the deficiency is established or determined for a • 

21 taxable year which begins after December 31,1939, and does-

22 not begin after December 31, 1941, the rates under sub--

23 sections (a) and (b) used in determining the amount of 

24 tho credit or rerun.phtt Ire' Tit per ClIbliolll in lieu of 65 

25 (lor ccntnm and 82t per centum in lieu of 7f1 per ... m --
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1 "(h) RATE FOR TAXABLE YEARS AFTER 1941.-If the 

2 deficiency is established or determined for a taxable year 

3 which begins after December 31, 1941, the rates under 

4 subsections (a) and (b) used in determining the amount of 

5 the credit or refund shall be 75 per centum in lieu of 65 per 

6 centum and 85 per centum in lieu of 75 per centum." 

7 SEC. (250~ 186. DISTRIBUTIONS BY PERSONAL HOLD-

8 ING COMPANIES. 

9 (a) DEFINITION OF DIVIDEND.-

10 (1) AMENDMENT TO INTERNAL REVENUE CODE.-

n Section 115 (a) of the Internal Revenue Code (re-

12 lating to definition of dividend) is amended by insert-

13 ing at the end thereof the following new sentence: 

14 "Such term also means any distribution to its share-

15 holders, whether in money or in other property, made 

16 by a corporation which, under the law applicable to the 

17 taxable year in which the distribution is made, is a 

18 personal holding company, or which, for the taxable 

19 year in respect of which the distribution is made under 

20 section 504 (c) or section 506 or a corresponding pro-

21 vision of a prior income tax law, is a personal holding 

22 company under the law applicable to such taxable year.'"· 

23 (2) AHBNJ)J[JINT TO RBVE..'mB ACT OF 1938.-

2i Section 115 (a) of the Reven1l8 Act of 1938 (relating 

25 te.defiaition of dfMcnd) is amended by iDserting at the 
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1 end thereof the following new sentence: "Such term 

2 also means any distribution to its shareholders, whether 

3 in money or in other property, made by a corporation 

4 which, under the law applicable to the taxable year in 

5 which the distribution is made, is a personal holding 

6 company, 01' which, for the taxable year in respect of 

1. which the distrihution is made under section 405 (c) 

8 or section 407 is a personal holding company under the 

9 law applicahle to such taxahle year." 

10 (3) AMENDMENT TO REVENUE ACT OF 1936.-

11 Section 115 (a) of the Revenue Act of 1936 (relating 

12 to definition of dividend) is amended by inserting at 

13 the end thereof the following new sentence: "Such term 

14 also means any distribution to its shareholders, whether 

15 in money or in other property, made by a corporation 

16 in a taxable year of the corporation beginning after 

17 December 31, 1936, which, for such year, is a personal 

18 holding company." 

19 (b) PERSO:S-AL HOLDING COMPANY DIvIDE:S-DS 

20 (251}N&P ~ fiB ~ NOT APPLIED IN REDUCTION 

21 OF BASIS.-Section 115 (b) (re1ating to source of distribu-

22 tions) of the Internal Revenue Code, the Revenue Act of 

23 1938, and the Revenue Act of 1936, are amended by insert-

24 ing at the end of such subsection the following new sentence: 

25 "The preceding sentence shaD not apply to & distribution 
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1 which is a dividend within the mcaning of the last sentence 

2 of subsection (a)." 

3 (c) DIVIDENDS PAID AFTER OLOSE OF TAXABLE 

4 YEAR.-Section 504 (c) of the Intemal Revenue Oode and 

5 section 405 (c) of the Revenue Act of 1938 (relating to 

6 credit for dividends paid after close of taxable year) are 

7 amended as follows: 

8 ( 1) By amending subsection (c) (1) and (2) to 

9 read as follows: 

10 " (c) Dividends paid nfter the close of the taxable year 

11 and before the 15th day of the third month following the close 

12 of the taxable year, if claimed under this subsection in the 

IS retum, but only to the extent to, which such dividends would 

14 have been includible in the computation of the basic surtax 

15 credit for the taxable year if distributed during such taxable 

16 year; but the amount allowed under this subsection shall not . 

17 exoeed either: 

18 " (1) The undistributed Subchapter A net income 

19 for the taxable year computed without regard to this 

20 subsection; or"; 

21 (2) And by striking out "( 3 )" and inserting in 

22 lieu thereof" (2)". 

23 (el) DBFroIENOY DrvmENDS.-

:H: (1) AMENDJIBNT OF INTBBNAL BBVBNUB OODE.-

35 ! ."~,,.. first seDtenoe-of section 506 (0) (1) is amended 
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1 to read as follows: "For the purposes of this subchapter, 

2 the term 'deficiency dividends' means the amount of the 

3 dividends paid, on or after the date of the closing agree-

4: ment or on or after the date the decision of the Board or 

5 the judgment becomes final, as the case may be, and 

6 prior to filing claim under subsection (d), which would 

7 have been includible in the computation of the basic 

8 surtax credit for the taxable year with respect to which 

9 the deficiency was asserted if distributed during such 

10 taxable year." 

11 (2) AMENDMENT OF REVENUE ACT OF 1938.-

12 The fITst sentence of section 407 (c) ( 1) of the Revenue 

13 Act of 1938 is amended to read as follows: "For the 

14 purposes of this title, the term 'deficiency dividends' 

15 means the amount of the dividends paid, on or after the 

16 date of the closing agreement or on or after the date the 

17 decision of the Board or the judgment:-beoomes final, as 

18 the case may be, and prior to filing claim under mbsee-

19 tion (d), which would have been inclndiblt m the- lOOm-

20 putation of the basic surtax credit. for the taxable year 

21 with respect to which the deficiency was asserted if dis-

22 tributed during 8llch taxable year." . 

23 (3) AMmmXR!!lT OF BEYENOB ACT OF 1938.-

24 TitIe lA of_Revenue Ad; of 1936, as amended 

25 (relating to JlIIl1u, on peraoual 1toWing ooDIJIaDies), ia 



1 further amended by adding at the end thereof the 

2 following new section: 

3 "SEC. 361. DEFICIENCY DIVIDENDS. 

4 "The provisions of section 407 of the Revenue Act of 

5 1938, as amended by section 185 (d) (2) of the Revenue 

6 Act of 1942 shall be applicable with respect to a deficiency 

7 established or determined under this title for any taxable year 

8 beginning after December 31, 1936, and before January 1, 

9 1938." 

10 (e) CONSENT DIV1DENDS.-

11 (1) Section 28 (d) ( 1) of the Internal Revenue 

12 Code and section 28 (d) (1) of the Revenue Act 

13 of 1938 are amended to read as follows: 
• 

14 "(1) Unless it files (in accordance with regulations 

15 prescribed by the Commissioner with the approval of the 

16 Secretary) with its return for such year, or within one 

17 year after the date of enactment of the Revenue Act of 

18 1942, in the case of a corpomtion which is a personal 

19 holding company for the taxable year with respect to 

20 which it claims the benefits of this section, signed consents 

21 made under oath by persons who were shareholders, on 

22 the last day of the taxable year, of the corpomtion. of 

23 . any class of consent stock; and". 

114(1) For the pwpesea of this seeRon, section 28 of 

Jill,' ~,j Ike lte.6Ild6 A. el1938;'.·amended by this subseclion, 
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1 shall be applicable with respect to a corporation for any 

2 taxable year beginning after December 31, 19:36, and 

3 before January 1, 1938, for which it was, undcr thc 

4" applicable law, a personal holding company, and to its 

5 shareholders. Such section 28 shall be applied as though 

6 the phrase "basic surtax credit" in subsection (c) thereof 

J. were "dividends paid credit". 

8 (f) EFPECTIVE DATE OF AMENDMENTs.-The amend-

9 ments made by subsections (a) to (e), inclusive, shall be 

10 effective as of the date of enactment of the laws amcnded 

11 thereby. 

12 (g) RETROACTIVE ApPLICATION.-Thc amendments 

13 made by subsections (a) to (d), inclusive, shall not apply 

14 with respect to any distribution, which is a dividend solely 

15 by reason of the last sentence of section 115 (a) of the 

16 applicable revenue law, made prior to the date of enactment 

17 of this Aet by a corporation which, under the law applicable 

18 to the taxable year in which the distribution is made. is a 

19 personal holding company, or which, for the taxable year 

20 in respect of w4ich it is made under section 504 (c) or sec-

21 tion 506 or a corresponding provision of a prior income tax 

22 law, is a personal holding company under the law applicable 

23 to such taxable year, unless-

24 ( 1 ) The corporation (under regulations prescribed 

25 by the CommjSlljQner with the approval of the Seore-
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1 tary) files, within one year after the date of the enact-

2 ment of this Act, a claim for the benefit of this section 

3 on account of such distribution; 

4 (2) Such claim is accompanied by signed consents 

5 made under oath by each person to whom the corpora-

6 tion made such distribution agreeing to the inclusion of 

7 the amount of such distribution to him in his gross in-

S come as a taxable dividend. If any such person is no 

9 longer in existence or is under disability then the consent 

10 may be made by his legal representative; and 

11 (3) Each such consent filed is accompanied by cash, 

12 or such other medium of payment as the Commissioner 

13 may by regulations authorize, in an amount equal to the 

14: amount that would be required by section 143 (b) or 

15 144 of the applicable revenue law to be deducted and 

16 withheld by the corporation if the amount of the distribu-

17 tion to the shareholder had been paid to the shareholder 

18 in cash as a dividend. The amount accompanying surh 

19 consent shall be credited against the tax under the ap-

20 plicable revenue law imposed by section 211 (a) or 231 

21 (a) upon the shareholder. 

22 (h) OVERPAYlIENTS AND DEFICIENCIES.-If the re-

23 fund or credit of any overpayment for any taxable year, to 

~ the eDent resulting &om the application of subsections ( e ) 

••• 4. (g) of this section is prevented on the date of the 
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1 enactment of this Act or within one year from such date, 

2 then, notwithstanding any other provision of law or rule 

3 of law (other- than this subsection and other than section 

4 3761 of the Internal Revenue Code or section 3229 of the 

5 Revised Statutes, or such section as amended by section 815 

6 of the Revenue Act of 1938, relating to compromises), 

7 such overpayment shall be refunded or credited in the same 

8 manner as in the case of an inr:ome tax erroneously col-

9 lected if claim therefor is filed within one year from the 

10 date of the enactment of this Act. If the assessment or 

11 collection of any deficiency for any taxable year, to the 

12 extent resulting from the application of subsections (e) and 

13 (g) of this section, is prevented on the date of the filing of 

14 the shareholders' consents referred to in subsection (e) or 

15 on the date of· filing of the claim referred to in subsection 

16 (g) (1) or within one year from the date of filing of such 

17 consents or claim, as the case may be, then, notwithstand-

18 ing any other provision of law or rule of law, such deficiency 

19 shall be assessed and collected if assessment is made within 

20 one year from the date of the filing of such consents or 

21 claim, as the case may be. The failure of a shareholder to 

22 include in his gross· income for the proper tanble year the 

23 amount specified in the consent made by him referred to 

24 in subsection (g) (2) shall bave tile same elect, with 

25 respect to the defieieney ftltlI.iM'g tluael.Mo, u is pIo.i*d 
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1 in section 272 (f) of the applicable revenue law with respect 

2 to a deficiency resulting from a mathematical error appearing 

3 on the face of the return. 

4 (i) ADDITIONAL CREDIT OR REFUND FOR PRIOR 

5 Y EARS.-Section 506 of the Internal Revenue Code ( re-

6 lating to deficiency dividends) is amended by adding at the 

7 end thereof the following new subsection: 

8 "(252m (iJ ADDITIONAL CREDIT OF REFUND FOR 

9 PRIOR TAXABLE Y EAR.-

10 " ( 1) ELEOTION TO HAVE A CERTAIN DIVIDEND 

11 CONSIDERED AS A DEFICIENCY DIVIDEND.-If a corpora-

12 tion was a personal holding company for any taxable 

13 year beginning after December 31, 1936, and prior to 

14 January 1, 1942, and its adjusted net income, Title lA 

15 net income or Subchapter A net income, in the case of 

16 a. tax imposed. by Titles lA of the Revenue Acts of 

17 1936 and 1938, or Subchapter A of the Internal 

18 Revenue Code. as the CIIse may be. exceeds the sum 

19 or (A) the earnings alld profits accumulated after 

20 :b'et.ruary 28. 1918, as or the beginning of the taxable 

21 year and (B) the earnings and profits of the taxable 

:r.! year (computed as of the close of the taxable year 

23 "Without- diminution by reason of any distributions made 

2.(:dahng die tanble year) and if prior to the date of 

.' ',H~ It. 7&178 i2 
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1 enactment of the Revenue Act of 1942, the corporation 

2 paid all or any portion of the tax imposed by Title 1A 

3 or Subchapter A for any such taxable year or years then 

4 the corporation may elect, within (253)ftiBety 4zys six 

5 months after the date of enactment of the Revenue Act of 

6 1942 to have the amount of a dividend paid within such 

7 (254)Hiftety day six-month period considered as a defi-

8 ciency dividend. Such election must be made by the 

9 filing of a claim (under regulations prescribed by the 

10 Commissioner with the approval of the Secretary) within 

11 such (255)HiBety day six-month period and after the 

12 payment of the dividend, specifying the taxable year or 

13 years with respect to which such dividend applies, set-

H ting forth the amount of the dividend to be apportioned 

15 to each taxable year, and claiming the benefit of this 

16 subsection by reason of such dividend. 

17 "(2) EFFECT OF ELECTION.-If the corporation 

18 exercises the election authorized under paragraph ( 1 ) 

19 of this subsection-

20 " (A) The credit or refund shall be computed, 

21 and credited or refunded without interest, as pro-

22 vifed in subsection (b) and at the rates provided 

23 therein or in subsection (g), 88 the '*Ie may be, but 

24 shall be subject to the )irnihttions in mbseetion (f). 

25 In any case where & dividend.ia apfl6llioDed f;o more 
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.1, than one taxable year th~ ~credit or refund shall be 

2 determined for each ta;.able·year on the basis of tlle 

. , . ,amo-qnt 01 the dividen(l !lppp~()ned thereto; and.: 

",(B) . The alvidends 'paid. credit for the' taxable 

. ~., ,year in which paid and for a prior taxable year or 

'. , years shall be determined as provided,in subsection 

. (c) . (2)." i' 

. ,Tl.TLE II-EXCESS PROFITS TAX 
, 

.(25(»Part I-E,,"cess Profits Tax Amendments . , 

10 SEC. 201. TAXABLE YEARS TO WHICH AMENDMENTS: 

11 ; ~PLICABLE. 

,~ . ,Except as otherwise expressly provided, the amendmenm: 

13 Dl/lde. by this title shall be applicable only .with fespect tlI 

14 taxable years beginning after DecembE\1.' 31, 1941. 

15 SEC. 202. RATE OF EXCESS·PROFITS'fAX. ...... 

16 Section 710 ,(a) (257)(1) (relating to rate of exce~ 

1'lpro1its tu) is amended to read as follows: 

18· '~(258)-W- IMPOSl'flON (1) GENERAL RULE.-There 

19 shall be levied, collected, and paid, for each taxable year. 

2Q. upon the. adjusted, excess-profits net income, as defined Ut 

21 subsectiqn (b). ~f every corporation (except Ito corporation: 

22 exempt. under' section 727) Ito tax equal to (259)00 peP 

. 23 eeftWmM ~ 8fti611:B~ ~et'eef whichever of 1M following 

24' mnot.mts v 1M lesser: 
'. \ . 

. '. . 
,',' . '\ 'l " , 1 ~ ~.', ~ 
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1 "( A) 90 per centum of the adjusted exc~ 

2 profits net income, or 

3 " ( B) an amount which when added to the ta:x 

4 imposed for the taxable year under Chapter 1 (other 

5 than section 102) equals 80 per centum of the cor-

6 poration surta:x net income, computed under sectUm 

7 15 or Supplement G, as the case may be, but with-

8 out regard to the credit provided in sectUm 26 (e) 

9 (relating to income subject to the tax imposed by 

10 this subchapter)." 

11 (260)SEC. 203. CERTAIN FISCAL YEAR TAXPAYERS. 

12 (a) COJfPUTATION OF TAX FOR YEAR ENDING IN 

13 1942.-SectUm 710 (a) (relating to impositUm of excess-

14 profits ta:x) is amended by inserting at the end thereof the 

15 following new paragraph: 

16 "(3) TAXABLE YEARS BEGINNING IN 1941 AND 

17 ENDING AFTER JUNE 30, 194£.-1n the case of a ta:xoble 

18 year beginning in 1941 and ending after June 30, 

19 1942, the tax shall be an amount equal to the sum 01-

20 " ( A) that portion of a fentatU,e tax ufflhr tku 

21 f;ubchapwr, computed without regard to section 203 

22 of ~ Reventu! Act of 1942, iDhieh the flUmber of 

23 days in such taxable year before July 1, 1942, bears 

24 to the total number of days ift 6fIih .ta:J:able year, plu 

25 " (B) that portion of a tenIaIirIe _ aMer t1U 
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1 . subchapter, computed as. if ·the amendments made 

2 by s.ootionIJ 105 (c), 105 (d), 202, and 206 of the 

a Revenue Act ()f 1942 were applicable to such ta:eable 

4 year, which the number of days in SfLCh ta:ea~~ year 

5 after June 30, 1942, bears to. ,the total number of 

6 days in such ta:eable year." 

7 (b) TAXABLE YEARS TO WHICH AMENDMENT ApPLl-

8 C.4fJLE.-The amendment made by this section. shall be applir 

9 cable to ta:eable years beginning in 1941 and ending after 

10 June 30,1942. 

U (261}sEG. aoa. SPECIFIC EXEMPTI9N. 

H * ,AMOlfN'f eP EXBMP'flON. Seeties m :fDr -fl}:!' 

13 {pfe'f'idiBg • s'(leeifie exelft'(ltieB ef $a,GGG) is 8:fBeB~e~ te.:. 

14:· re&d as fellewe: 

15 !!.(-It SPElOH'IO ElHlMP'I'ION. A s'(leeifie aelfllltief\ 

16 td $lG,GGG, &M 1ft ~ t'8fie ef flo Iflutliftl HtslU'ftlftee ~ 

17 . fI&BY eHter ~ life • speeiite e'!ft'lfll'rieR td $aG,OOO ;'\ 

18 ' •. ~ C,1<SElS INWHlOH Ne RE'I'UBN REQUImlB. See 

19 ftettm. ffi -f2t(fl.'lftting t9 ftffleliRt where Be retlH'B I'e-: 

2Q IltHred-) is &:lfteRdea hy strikiBg eIH "$a,GOO" B:Bd Htsertiag· 

21' i:&' ltett ~ereef "$Hl,GOG, eP; 1ft ~ ease td 8: 'mItfttel iBsIH' . 

22 &.Bee eelft'(lllfl:Y ethel' Htftft life; is Ret grelNer tfte:B $aO,OOG". 

23 (262),sEc. J04. fW()'YEAR CARRY.BACK OF UNUSED EXCESS 

24 PROFITS CREDIT. 

25 (a) TBCHNICAL,4JlENDJlB..'iT.-8ec1i1Jn 710·(b) (3J. 



1 relating to the deduction of the ea:cess profits credit carry-over, 

2 is amended by striking out "ea:cess profits credit carry-over" 

3 and by inserting in lieu thereof "unused excess profits credit 

. 4 adjustment" • 

5 (b) OARRY-BAOK OF UNUSED OREDIT.-Section 710 

6 (c) (relating to the determination of the ea:cess profits credit 

7 carry-over) is amended to read as follows: 

8 ·"(c) UNUSED EXOESS PROFITS OREDIT ADJUST-

9 MENT.-

10 "(1) OOMPUTATION OF UNUSED EXOESS PROFITS 

11 OREDIT ADJUSTMENT.-The unused ea:cess profits Credit 

12 adjustment for any taxable year shaU be the aggregaie: 

13 of the unused ea:cess profits credit carry-overs and u;,.:-' 

14 used ea:cess profits credit carry-backs to such taxable 

15 year. 

16 "(2) DEFINITION OF UNUSED EXOESS PROFITS 

17 OREDIT.-Theterm 'unused ea:cess profits credit f1I£l1n8 

18 the ea:cess, if any, of the ea:cess profits credit for any 

19 taxable year beginning after December 31, 1939, over 

20 the ea:cess profits net income for such ta3:able year, com-: 

21 puted on the basis of the ea:cess profits credit applicable: 

22 to such taxable year. For such purpose the e:r,cus 

23 profits credit and the e:r,cus profits net income for any 

24 taxable year beginning in 1940 shall be computed under 

25 the law applU;abk 10 Iaz4ble years beginning in 1941. 



1 The unused excess profits credit for a taxable year of 

'2· 'less than twelve months shall' be . an amount which ';" 

3 such part of the unused excess· profits credit determi~ 

4' ., 'under the first sentence of this paragraph as the numb'er 

5 

6' 

''1 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

2:i 

of days in the taxable year is of the number of days in 

'the twelve' months ending with the close of the taxable 

year. 

"(3) AMOUNT OF UNUSED EXCESS PROFITS 

CREDIT CARRY-BACK 'AND CARRY-OYER.-

"(A) Unused Excess Profits Oredit OarTy~ 

back.-' If for a1t;tl taxable year beginning aft'er 
, . 

December 31, 1.941, the taxpayer has an unused 

excess profits credit, BUch unused excess profits credit 
, , r 

shall be an unu3ed excess profits credit carry-back for 

each of the two preceding taxable years, except that 

the carry-back in the case of the first preceding tax-
. , 

able year shall be the flXCess, if any, of the amount 

of StwA unused excess profits credit over the adjusted 

excess profits net income for the second preceding ta:D

able year computed for such taxable year (i) bY 
determining the unused excess profits credit ad~e:. 

ment without regard to such unused excess profits 

credit, and (ii) without the deduction of the specific 

IlZemption prot-ided in subsection (b) (1). 

M(B) Unused E~ Profits Credit Carry-



1 

2 

a 
4 

.. ~ 

6 

7 

8, '. , -

9 

10. 

11 

~ 
13 

14: 

15 

16. 

17 

18 

19 

20 

21 

22 

23 

24 

Over.-If for any taxable year beginning after 

December 31, 1939, the taxpayer has an unused 

. excess profits credit, such unused excess profits 

credit shall bean unused excess profits credit carr1/

over for each of the two succeeding taxable years, 

except that the carry-over in the case of the second 

succeeding taxable year shaU be the excess, if an1/, 

of the amount of such unused excess profits credit 

over the adjusted excess profits net income for the 

intervening taxable year computed for such inter

vening taxable year (i) by determining the unused 

,excess profits. credit adjustment without regard to 

such unused excess profits credit or to any unused 

excess profits credit carry-back, and (ii) without th4 

deduction of the specific exemption provided in sub

section (b) (1). For the purpo,~es of the preced

ing sentence, the unused excess profits credit for 

any taxable year beginning after December 31, 1941, 

shall first be reduced by the sum of the adjusted 

excess profits net income for each of the two preced

ing taxable years (computed for each such pre. 

ceding taxable year (i) by determining the unused 

excess profits credit adjustment witJwut regard to 

. such unused excess profits credit or to the unused 

excess p,ofiff {:f'~iI for the MXJeeding ta;&able year, . , . 
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1 and (ii) without the deduction of the specific e:i:-

.2 emption provided in subsection (~) (1)). 

3·· ",(4) No ·CARRY-B'.ACK '1.'0 YEAR PRIOR oro 1941.77"" 

4 As" used, in this subsection, the term 'preceding taxable 

5 year' and the term'preoeding' taxable years' do 'lI,Q1 

6· . include any taxable 'year beginning prior to January 1, 

7 1941." 

8 (0) TAXABLE YEARS '1.'0 WHlCH AMENDMENTS Ap-

9 PLlCABLE.-The amendments made by this section shall be 

10 applicable only to ta..'Cable years beginning after Decemqer 

11 31, 1940. 

12 SEC. (263)a04 205. COMPUTATION OF EXCESS PROFITS 

13 AND INVESTED CAPITAL OF INSUR-

14 ANCE COMPANIES. 

15 (264)* BeeMeR m * (fele:tiBg te eN:eess I'fefits Bel; 

16 iBeeme) is Ilffieftded bj' Ildding &fW "seetieB 13 * (2) ," 

17 fiM Ill'l'ellll'iBg thefeiB Hie werds "Md, is the eft56 ei III Iik 

18 iBBlH'Ilftee eeml'l\uy, fer Il:B3' taJalhle yeftI'. hegiBBiBg ~ 

19 Deeemller ~ 19 U, the ftiijltSted ftefHlftll ttL'!: BeIi iseeme, lilt 

20 . ElefiBei is seeM6B ooa #. miBtH! 3t pet' eeBtlHB ei the tift-

21 . et\I'Bed I'femiams tlIBd 1Hil'ttii lesses 9ft eaBeellllhle heaJlh _ 

23 (a) Section 710 (a) (relating to imposition of e:z:ces.t. 

24 profits toz) 18 amended by insertillg at the end thereof ~ 

25 foUowing fI6W paTagraph: ". 



1· "(4) MUTUAL INSURANCE COMPANIEs.-In the 

2 case ofa mutual insurance company other than life or 

3 marine, if the gross amount received from interest, divi-

4 dends, rents, and· premiums (including deposits and 

5 assessments) is over $75,000 but less than $125,000, the 

6 tax imposed under this section shall be an amount which 

7 bears the same proportion to the amount ascertained 

8 under this section, computed without reference to this 

9 paragraph, as the excess over $75,000 of such gross 

lQ. amount received bears to $50,000." 

11 (b) Section 711 (a) (1) (relating to excess profits 

12 credit computed under income credit) is amended by inserting 

13 at the end thereof the following new paragraph: 

14 U(H) Life Insurance Compallies.-In the elise 

15 of a life insurance company, there shall be deducted 

16 from the normal tax net income, the excess of (1) 

17 the product of (i) the figure determined and pro-

18 claimed under section 202 (b) and (ii) the exds8 
.'1'"' .. 

19 profits net income computed without regard to this 

20 subparagraph, over (2) the adjustment for certa!lt, 

21 reserves provided in section 202 (c)." 

22 (265)f6)- (c) Section 711 '(;) (2) (relating to the excess 

23 profits credit computed under invested capital credit) is 

24 amended by inserting at the end thereof the fonowing new 

. 25 subparagraph: 



2 

3 

4.· 

5 

-6 
. 
'7 

8 

9 

10 

11 

(266)!!fJt 1ft the ease ef II: life HtEiam,nee eeHiplIBY, 

the reSeF¥e IIBd ethel' pefteY Jia.hility ereilili ehoJl be 

redfteed hy W pet' eenteHt thePeef." 

"(J) In the case of a life insurance company, 
. 

there shall be deducted from the normal toz net 

income, 50 per centum of the excess of (1) the 
.. 

product of (iJ the figure determined Q/rul proclaimed 

under section 202 (b) and (ii) the excess profits 

net income computed without regard to this sub

paragraph, over (2) the adjustment for certain 

reserves provided in section 202 (c)." 

12 (267* (d) Section 718 (relating to eqUity invested cap-

13 ital) is amended by inserting at the end thereof the following' 

14 new subsection: 
, . 
; i 

15 .. (f) The reserves of an insurance company shall not 

16 be included in computing equity invested capital under thUi 
~'f section but shall be treated as borrowed capital as provided 

18 in section 719." 

19 (268)+lt (e) Section 719 (a) (relating to borrowed capital r 
20'· is amende.} by striking out the period at the end thereof ani 

21 . inset:ting a comma and the word '"plus" and a comma and' 

22 the following new'paragraphs: 

23 " (3) In the case of an insurance company, th(" 

24 . 'mean of the amount of the pro rata unearned premiums 
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1 determined at the beginning and end of the taxable year, 

2 plus, 

3 " (4) In the case of a life insurance company, the 

4 me,an of the amount of the (269)lHe mSlH'lifiee adius~ed 

5 reserves, and the mean of the amount of the reserves on 

6 insurance (270)or annuity, contracts (or contracts aria-

7 ing out of insurance (271)or annuity contracts) which 

8 do not involve, at the time with reference to which the 

9 computation was made, life, health, or accident con· 

10 tingencies, determined at the beginning and end of the 

11 taxable year." 

12 (272)(f) Section 723 (relating to equity invested capital in 

13 special cases) is amended by designating the present section 

14 as subsection" (a)" and by adding a new subsection to read 

15 as follows: 

16 "(b) The equity invested capital of mutual insurance 

17 companies other than life, or marine, shall be the"mean of 

18 the surplus, plus 50 per centum of the mean of aU I'eserves 

19 required by law, both surplus and reserves being deter-

20 mined at the beginning and end of the taxable year. T~ 

21 surplus shall include aU of the assets of the cumpany 

22 other than reserves required by law." 

23 (273* SNl€H'IO ExEMP'Flm'. Fer speeHie seHl:llgeB ef 

24 HlUtwH iBsHmBee efJHIflIlBies ethet' tlIftfl life; see ameallmeBt 
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6 

"I 

ESSARY BY CHANGE IN BASE FOR 

CORPORATION TAX. 

'"' (a) DISALLOWANCE OF CREDIT IN COMPuTING EX-

8' OESS-PRoFITS NET IlIiCOME.-

9 (1) Section 711 (a) (1) (A) (relating to adjust-

10 ment for taxes in computing excess profits net inconie 

11 under the income credit) is amended to read as follows: 

12 "(A) Income Subject to Excess Profits Tax.~ 

13 In computing such normal-tax net income the credit 

14 provided in section 26 (e) (relating to income su1:,:-

15 ject to the tax imposed by this subchapter) shall not 

16 . be allowed;". . , 

17 (2) Section 711 (a) (2) (C) (relating to adjust'-

18 ment' for taxes in computing excess-profits net income 

19 unci~r the inves~d capital credit) is amended to read as 
20: " . followS: 

2I. .. (0) Income Subject to Excess Profits Tax • ...: 

22 In computing such normal-tax net income the credit 

23 provided in section 26 (e) (relating to income 

24 sUbjed to the tax imposed by this subchapter) Shan 
25 not be allowed;". 
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1 (b) RULES FOR COMPUTATION OF CHARITABLE, ETo., 

2 DEDUCTIONS IN COMPUTING EXCESS PRoFITS NET IN-

3 COME REPEAT.m>.-

4 (1) Section. 711 (a) (1) (G) (relating to the 

5 deduction for charitable contributions, etc., in computing 

6 excess profits net income. under the income credit) is 

7 repealed. 

8 (2) Section 711 (a). (2) (1)_ (relating to the 

9 deduction for chil.ritable contributions, etc., in comput-

10 ing excess profits net income under the invested capital 

11 method) is repealed. 

12 (275)# EKOESS PROFITS CmIDIT CARBY OVEB. SeeMeD 

13 !HG -fe}- itt (deBffiBg Mie aBUSed aeess preHts efeilit) is 

14 &meDded by mseftiBg atMie eBd thereef the fellewiBg Hew 

15 seDteBee:!!FeP saehPlHJlese, iB Mie ease e! ~Ie yeea:s 

16 hegiBBiBg aftep DeeemheF M; 19B, the aeess preHts ereilii 

17 ood the aeess pFefits Bet meeme fep &By t.H&ble ~ hegiB 

18 BiBg ia 194G 6F ia 1941 shall he e6mpfttea &:Baei' the J&w 

19 Rllpliea.hle te ~Ie ~ hegiBBiBg ia 1942." 

20 SEC. (276)20& 207. CAPITAL GAINS AND LOSSES IN THp; 

21 COMPUTATION OF EXCESS PROFITS 
~ 

22 , NET INCOME. 

23 (a) ExCESS PRoFITS CREDIT CoMPUTED UNDER IN: 

24 COME CREDIT.-8ection 711 (a) (1) (B) is amended ~ 

25 read as fonows: 
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• 1 . " (B) Gains and Losses From Sales \ or. Ex- . 

2 changes of Capital Assets.-Tbere shall be excluded 

i :I ~ gains and losses from sales, or' exc~anges~!)f ~pital 

4 assets held for more than (277)le 6, m9uths." 

5 '(278)(b) .RETIREMENT OF LONG-TERM BONDS.-Section 

'6 711(aJ (1)(0) is amended by striking out "eighteen 
• 

~ months',' (J,nd inserting in lieu thereof "6 months" • 

. 8' (279m (oJ EXCESS PROFITS CREDIT COMPUTED UNDER 

'9 INvEsTED :CAPITAL CREDIT.-Section711 ,(a) (2) (D) 

10 I is amended to read as follows: 

n "(D) Gains and Losses From Sales or Ex.,. 

12 changes of Capital Assets~-Tbere shall be excluded 

13 :' . gains and losses from sales or exchanges of capital 

14: 'assets held for more than (280)le 6 months." 

15' (281)(d)RETIREMENT OF LONo-!.fERM BONDB.-8ectioii. 

~6' 711 (a) (2) (E) is amended by 'striking out "eightemi 

17 'montAi' and inserting in lieU thereof "6 moritAs". . 
• 

18 (282m (e) TAXABI.E YEA:RSIN BASEPERIoD.-Section 

19' 711 (b) (1) (B) is amended to read as follows: 

20 

21 

II (B) Gains and Losses FrOm SaIeilor Ex.: 
~. . 

changes of CaPltal Assets.-Tbere shall be exclnded 

22 gains and losses from sales or exchanges of capital 

23 assets held for more than (283)le 6 months." 

24 (284)(f) RETlREMBNT OF LONG-TERJI BONDS.-8ection 
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1 711 (b) (1) (0) 18 amended bystri1r:ing out "eighteen4 

2 month,;' and inserting in lieu thereof "6 montha". 

,3 (285)+B- (g) CAPITAL GAINS AND LossEs.--Section 711 

4 (b) (2) is amended to read asfollows: 

5 

6 

7 

,8 

'9' 

10 

11' 

12 

13 

14 

15 

16 

• 

"(2) CAPITAL GAINS AND LOSSEs.-For the pur

'poses of this subsection the rionnal-tax net income and 

the special-class net income referred to in paragraph 

(l)shaJI be computed as if section 23 (g) (2), 

section 23· (k) (2), and section 117 were part of 
the revenue Jaw applicable to the taxable year the 

excess profits net income of which is being computed, 

with the exception that the capital loss carry-over 

provided in subsection ( e ) (1) of section 117 shall be 

applicable to net capital losses for taxable years be

ginning after December 31, 1934. Snch .' exception 

shall not apply for the purposes of computing the tax· 
• 

17 under' this subchapter for any taxable year beginning .. 
18 before January 1, (286)194:11943." 

19 (287}fet- (h) I:!'ADMISSIBLE AsSET RATIO.-Section 720 

20 (e) is amended by striking out "sbort-tenn capital gain" and 
. 

21 inserting in lien thereof "gain from the sale or exchange of 

22 - a capital asset beld for not more than (288}1& 6 months"'~ 

23 (289)sEC. 208. RETROACTIYE TREATMENT OF INYOLUNT AB.Y 
• 

24 CONVERSIONS AS CAPITAL TR.mS~CTl(JJVS~":" 
• 

25 Effective uith re3pect to ta:rable years beginning alte; 

• 



• 

• 

.. 1 

2 

3 

4 

5 

6 

7, 

S' . . --9 . 
10 

11 

12 

.13 

14 

15 
., 
. 16 

17 
• 

18 

19 

20 

. -1353 ... 

December 31,1939, but not veginning 'after December 31, ' 

1941, the second sentence of section 71,1 (aJ (1) (B), sectipn 

711 (a) (2) (D), and section 711 (b)(1).(B) is amended 

to read as foUows: "There, shaU be excluded the excess~of 

the recognized gains from the sale, exchange, or involuntary 

conversion (as a result of destruction in whole or in p"art, ., , 

theft or seizure, or an exercise of the power of requisition':or 

condemnation or the threat or imminence thereof) of property 

held for more than eighteen monthB which· is of a character 

which is subject to the allowance for depreciation provided 

in section 23 (1) over the recognized losses from the sale, 

exchange, or involuntary cOnt1ersion of such property. Eor 

the purposes of this subparagraph, section 117 (h) (1) d/J1d 

(2) shaU apply in determining the period for which the 

taxpayer has held property which is of a character which is 

subject to the allowance for depreciaticm provided in sectiLm 

23 (l)." .. 
(290)sEC. 209. NOl\T ..4.X.il.Bl.E INCOME FROMUEMP'I'.EXCESS 

OUTPUT OF MINING AND FRO.V BONUS IN· 

CO.VE OF. MINES. ETC • 

• 21 . (a). INCOJIB CREDIT.-8ecliDn 711' (a) (1) (relating 

22 to e.r.cess profits credit complited under i1wome crffiil}.:.is 

23 al/lel/ded by werting at the end tltereo/ the /oUowing tiew 

24 ~~paragrapA: 

n.R. 7378 23 
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1 " (I) Nontaxable Income of Certain I ndustrie60 

2 With Depletable Resources.-In the case of a pro-

3 ducer of minerals, as defined in section 735, there 

4 shall be excluded nontaxable income from exempt ex-

5 cess output of mines and nontaxable bonus income 

6. provided in section 735. 

7 "In the case of a producer of logs, or a producer 

8 of lumber, from timber owned by him, there shall. ~e 
•.. 

9 excluded from his income for the taxable year at ~is 

10 option, either (1) that part thereof attributable to 

11 the excess of production of logs over a quota based 

12 upon past production to be fixed by the War Produc-

13 tion Board, or other governmental agency, or (2) 

14 i~ome derived from bonus payments made to him by 

15 any agency of the United States Government on ac-

16 count of log production." • 

17 (b) INVESTED CAPITAL CREDIT.-Section 711 (a) 

18 (2) (relating to excess profits credit computed under invested 

·19 capital credit) is amended by inserting at the end thereof the 

20 following new subparagraph: . , 

21 "(K) Non1o.xable Income of Certain Industries 

22 With Depletable Resources.-In the case of a pro-

23 ducer of minerals, as defined in section 735, there 
. -

·24 shall be e:xclude,d nontaxable income from exempt ~ 
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1 cess output of mines ,and nontaxable bonus incofne 

2 ' provided in section 735. 

3 "In the case ofa prodUcer of logs, ora pTO-

4 ducer of lumber, from' timber owned by him, there 

5 shall be excluded from his income for, the taxaDle 

6 year at his option, either (1) that p'art thereof 

7 attributable to the excess of production of logs over 

8 a quota based upon past production to ,be (l:1Jed', by 

9 the War Production Board, or other governmental 

10 ag~cy, Or (2) income derived from bonUs payments 

11 made to him ,by anyag~cy' of the United States 

12 ' Government on account of log production." 

13 (c) NONTAXABLE INOOME.-Subchapter E of Chapter 

14 2 is amended by inserting after section 734 the following new 

15 section: 

16 "SEC. 135. NONTAXABLE INCOME FROM CERTA.IN MINING :op. 

17 ER.4TIONS. 

18 "( aj DEJ'INITIONS.-For the purposes of this section, 

19 section 711 (a) (1) (I), and section 711 (a) (2) (K)-

20 "(1) EXOESS OUTPuT.-The term. 'excess output' 

21 means the excess of the units of metal, coal, or nonmetallic 

22 substance in the minerals recovered from the operatiOA of 

23 a mineral property for the ta:rable year over the normal 

24 outptd from sucA property. 
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1 "(2) NOR.VAL OUTPUT.-The term 'normal output' 

2 means the average annual unit.! of 'metal, coal, or nOn-

3 metallic substance in the minerals recovered from the 

4 operation of a mineral property in the taxable years 

5 beginning after December 31, 1935, and not beginning 

6 after December 31, 1939, of the person owning such prop-

7 erty (whether or not the taxpayer) (hereinafter called 

8 'base periOl! ) • The average annual units of metal, coal, 

9 or nonmetallic 81Jhstance recovered shall be computed by 

10 dividing the aggregate of the units recovered during the 

11 base period by the number of months for which the prop-

l2 erty was in operation during the base period and by 

13 multiplying the amount so ascertained by twelve. Any 

14 property which was in operation for less than six months 

15 during the base period shall, for the purposes of this 

16 section, be deemed not to have been in operation dUring 

17 the base period. 

18 "(3) MINERAL PROPERTY.-The term 'mineral 

19 property' means a mineral deposit, the development and 

~o plant necessary for the extraction of the deposit, and MJ 

II much of tht, sur/aaJ of the land as is necessary for pur-

~ posa 0/ such extraction. 

!3 "(4) JIIXERALSo-The' term 'minerali means qres 

U of the metals, coal, and. such 'lWnmdallie BUhstances as 

l5 abrasives, asootos, a~phalt'Jm, barytes, borax, building 
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1 stone, cement rock,· clay, . crUshed: stO'M; feldspar, {luot-

2 spar, fuller's earth, graphite", gravel, (fyps:uml(ld,meston£, 

3 . magnesite, mar:l". mica,. mm61'alpigm6;ri4' peat, potash, 

\4 precious stones, refractories, .rock. phosphate, salt, sanil, 

.5 silica; slate, soapstone, soda, sulphwr, '. and Zalo.. . ,. 

6 "(5) NORMAL UNIT PR(JFIz:.~The term 'normal 

7 unit profit' mea1l8the average profit for the base period 

8 per ,unit· of . metal, coal,. or nonmetallic' substance in the 

9 minerals recovered from the mineral property during 

10 BUch period, determined by dividing the net incOme with. 

11 respect to minerals recovered from the mineral properlY 

12 (computed with the allowance for depletion computed in 

13 . aocordance with the basis for depletion appliccible to thi 

14 current taxable year) during the base period by the nU"'f 

15 ber of. units of metal. coal. or 1IonmetaUic substance i7! 

16 the minerals recovered from such property during thf 

17 base period. 

18 "(6) ESTIMATED RECOYERABLll UNITS.-Tht 

19 term 'estimated recovercible units' mea1l8, the estimated 

20 number of Uflits of metal. coal, or nonmetallic sub-

21 .stances in tit, estimated recoverable minErals from the 

22 mineral property at the (,lid of the taxable year plU$ 

23 the (>Xcess olllptd for 8tJch year. AU-estimate3 shall be 

2-1 subjed 1o the approval of lhe Comfllisrioner, the de: 
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1 terminations of whom, for the purposes of thM section, 

,2 shaU be final and conclusive. 

S "(7) EXEMPT EXCESS OUTPUT.-The term 

4 'exempt excess output for any taxable year moons a 

5 number of units equal to the following percentages of 

" 6 the excess output for such year: 

'Z "100 per centum if the excess output exceeds 50 

8 per centum of the estimated recoverable units; 

9 "95 per centum if the excess output exceeds i3,3t 

10 but not 50 per centum of the estimated recoverable 

11 units; 

12 "90 per centum if the e.uess output exce('fis 25 

13 but, not 33t per centum of the estimated recoverable 

14 units; 

15 "85 per centum if the excess output exceeds 20 

16 but not 25 per centum of the estimated recoverable 

17 units; 

18 "80 per centum if the excess output exceeds 161 

19 but not 20 per centum of the estimated recoverable 

20 units; 

21 "60 per centum if the excess output exceeds 14% 

22 but not 16} per centum of the estimated recoverable 

23 units; 

24 "~O per centum if the excess output exceeds 12l 



359 

1 ~ut not 1~% per centum of the estimated recoverable 

2 units; 

3 "30 per centum if the excess output exce~ds 10 but 

4 not 12t, per centum of the estimated recoverable units; 

5 "20 per centum if the exqess .. output e,xceeds· 5 buJ 

6 not 10 per centum of the estimated recoverable units. 

7 "(b) NON'(AXABLE INOOME FROM EXEMPT EXOESS 

8 OUTPUT.-For any taxable year for which the exces8'ou~ 

9 put of mineral property which was in operation during the 

10 base period exceeds 5 per centum of the estimated recoverable 

11 units from such property, the nonta.7Jable income from exempt 

12 exceB8 output for SlIch year shall be an amou,nt equal to: 

13 the exempt excess output for such year multipl~ed by the' 

14 normal unit profit, but such amount shall not 8XC~ed the net 

15 income (computed with the a,llowance for depletion) 

16 attributable to the 8XCeM output for such year. For any 

17 taxable year, the nontaxable income from exempt 8XCeM out

IS pllt of a coal mining or iron minillg properl,!J which was in 

19 operation during the base period shall be an amount equal to 

20 the e.rcess Olltput of such property for such year multipliRd 

21 by Of/t'-holf of the tmit nRt income from such property for 

22 such year; and for such purpose 'unit net income' means 

23 Ihe amount Q.'JC8rtained by dividing the net UICOflIe from the 

2-1 coal or iron recovered from the property during' the taxable 
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1 year by the number of units of coal or iron recovered from 

2 such property in such taxable year. 

'3 "(c) NONTAXABLE BONUS INCO;lfE.-The term 'non

'4 taxable' bonus' inoome' means the amount of the income 

5 derived from bonus payments made by any agency of the 

6 United States Government on account of the production in 

7 . excess of a specified quota of a mineral product the exhaus-

8 tion of which gives rise to an allowance for depletion under 

9 section 23 (m), but such amount shall not exceed the net 

10 income attributable to the output in excess of such quota. 

11 "(d) RULE IN OASE INCOME FRO}I EXCESS OUTPUT 

12 . INCLUDES BONUS PAYMENT.-In any case in which the in-

13 come attributable to the excess output includes bonus payments 

14 (as provided in subsection ( c)) , the taxpayer may elect, 

15 under regulations prescribed by the Oommissioner with the 

16 approval of the Secre.tary, to receive either the benefits of 

17 subsection (b) or subsection (c) with respect to such income fU 

18 is attributable to excess output above the specified quoUt.'~j· ; 

19 (d) RETROACTIVE EXCLUSION OF NONTAXABLE.. 

20 BONUS INCO}IE.-The amendments made by. this section 

21 inserting section 711 (a) (1) (I), section 711 (a) (2) (K), 

22 and section 735 (c), to the extent that they relate to non-

23 taxable bonus inoome, shall be applicable to taxable years 

24 beginning after December 31, 1940. 
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1 (291)SEC. 210. NET OPERA.TING.LOSS DEDUCTION A.DJUSTMENT. 

2 .ra) Section 711 (a) (t) (rel(lting to the -excess profib 

,3,C1'editcomputed. under income credit.).is amended by adding 

4: . at. the end thereof the following new subparagraph: 

4> "(J) NET OPERATING toss DfJDUCTION ADJUST-

6 MENT.-The net operating loss deduction shall bead-

'1 justed as follows: 

8 Uri) .'In computing the net operating loss for 

9 any ta.xable year under section. 122 (a), and the 

10 net income for any ta.xable year under section 122 

n (b), no deduction shall be allowed for any exceSS 

12 profits ta.x imposed by this subchapter; and 

13 U(ii) In. lieu of the reduction provided in sec. 

14 Jion. 122 (e), such reduction shall be in the amount 

15 by which the e.rcess profits net incOme computed with 

16 the exceptions and limitations specified in section 

17 122 (d) 0). (2), (3) and (4) e.rceeds the excess 

18 profits net income (computed tvithout the net operalr 

19 ing loss deduction)." 

20 (b) SecMrl 711.. (a) (2) (relating to the ezcess profits 

21 credit computed under invested capital cretliJ) is amended by 

22 adding at the end thereof the following new $/lbparag,.apk: 

23 

24 

25 

"(L) NET OPERATING LOSS DEDl!CTION ADJUST

MENT.-The net operating loss deduction. shall be ad

justed as follows:' 
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1 H(i) In computing the net operating los,~ for 

2 any ta.7:able year under section 122 (a), and the net 

3 income for any taxable year under section 122 (b), 

4 no deduction shall be allowed for any excess profits 

5 tax imposed mJ this subchapter, the deduction for 

6 interest shall be reduced by the amount of any reduc-

7 tion under subpara,qraph (B) of this paragraph, 

8 and the gross income shall be i'!lcreased by the amount 

9 of the adjustment specified by subparagraph (G) of 

10 this paragraph to the extent that such adjustment 

11 includes interest other than interest described in seD-

12 lion 122 (d) (2); and 

13 H(ii) In lieu of the reduction provided in section 

14 122 (c), such reduction shall be in the amount by 

15 which the excess profits net i1lC01M compufR.d with the 

16 exceptions and limitations provided in section 122 

17 (d) (1), (2), (3) and (4) exceeds the excess profits 

.18 net income (computed without the 1/('t opl'Tating 10M 

19 deduction) ." 

20 (c) The amendments made by this .'tection shall be elleD-

21 tive as of the date ot enactment of the Excess Profits Tax 

22 Act of 1940. 
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1 ~292)SEC. 211. CflEDIT FOij DIVIDENDS RECEIVED IN CpMPV. 

2 T ATION OF EXCESS PROFITS NET INCOME IN 

3 CONNECTION WITH INVESTEDCAPIT At 

4 CREDIT. 

5 (a) Section 711 (a) (2) (A) is amended to read a.~ 

6 

7 

8 

9 

10 

11 

12 

13 

follows: 

"( A) D ividends Receiv~ The credit for divi

dends" received shall apply, without limitation, to 

all dividends on stock of all corporations, except that 

no credit for dividends received shalr be allowed 

with respect to dividends (act1!al or constructive) 

on stock of foreign personal holding companies or 

dividends on stock which is not a capital asset." 

14 (b) The amendment made by subsection (a) shall be 

15 effective as of the date of enactment of the Excess Profits Taz 

16 .Ad of 1940. 

17 SEC. (293}30; 212. APPLICATION OF EXCESS PROFITS TAX 

18 TO CERTAIN FOREIGN CORPORA. 

19 TIONS. 

20 (a) Section 712 (b) (relating to the excess profits 

21 credit of foreign ~rporations) and section 724 (relating to 

22 invested capital in the case of foreign corporations and cor-

23 porations entitled to benefits of section 251) are amended by 
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1 striking out "or having an offi~e or place of business therein", 

2 wherever occurring therein and section 712 (b) i9 amended 

3 by striking out "or had an office or place of business 

4 therein". 

5 (b) Section 727 (f) (relating to exempt corporations)· 

6 IS amended by striking out "and not having an office or 

7 place of business <therein". 

8 SEC. (294)20s 213. EXCESS PROFITS NET INCOME PLACED 

9 ON ANNUAL BASIS. 

10 (ar GENERAL RULE.~ection 711 (a) (3) (relating 

11 to taxable years of less than twelve ID9nths) is amended to 

12 read as follows: 

13 "(3) TAXABLE YEAR LESS THAN TWELVE 

14 MONTHS.-

15 " (.A) Gel!eral Rule.-If the taxable year is a 

16 period of less than twelve months the excess profits 

17 net income for such taxable year (referred to in 

18 this paragraph as the 'short taxable year) shall be 

19 placed on an annual basis by multiplying the amount 

20 thereof by the number of days in the twelve months 

21 ending with the close of the short taxable year and 

22 dividing by the number of days in the short taxable 

23 year. The tax shall be such part of the tax com-

24 puted on such annual basis as the number of days 
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in the short taxable yeai' is .Qf the number of days 

in the twelve months ending with the close of the 

. short taxahle year. 

"(B) Exception."-If the taipayer establishes 

its adjusted excess profits net incbme for the period 

of twelve months beginning With,the first day of the 

short taxable year, compute!'as ',if such twelve- • 

month period were a taxable year, under the law 

applicable to the short taxable year, and using the 

• credits applicable in determining the adjusted excess 

profits J;let income for such short taxable year, then 

the tax for the short taxable year' shall be reduced to 

an amount which is such part of the tax computed 

on such adjusted excess profits net income so·esr.a.b

lished as the excess profits net income for the short 

taxable year is of the excess profits net income. for 

such twelve-month period. The taxpayer (other 

than a taxpayer to which the next sentence applies) 

shall compute the tax and file its return without the 

application of this subpnragraph. If, prior to one 

year from the date of the beginning of the short 

taxable year, the tllXpayer has disposed of substan

tially all its assets, in lieu of the twelve-month period 

provided in the preceding provisions of this sub-

• 



1 paragraph, the twelve-month period ending with 

2 the close of the short taxable year shall be used. 

3 For the purposes of this subparagraph, the excess 

4 profits net income for thl! short taxable year shall 

5 not be placed on an annual basis as provided in sub-

6 . paragraph (A), and the excess profits net income 

7 for the ~welve-month period used shall in RO case be 

8 considered less than the excess profits net income for 

9 the short taxable year. The benefits of this sub· 

• 10 paragraph shall not be allowed unless the taxpayer. 

11 at such time as regulations prescribed hereunder 

12 reqwre, makes application therefor in accordance 

13 with such regulations, and such application, in case 

14 the return was filed without regard to this sub-

15 paragraph, shall be considered a claim for credit or 

16 refund. The Commissioner, with the approval of 

17 the Secretary, shall prescribe such regulations as he 

18 may deem necessary for the application of this sub-

19 paragraph." 

20 (b) TAXABLE YEABS TO Wmcn AMENDMENT APPLl-

21 CABLE.-The amendment made by this section shall be ap-

22 plica.ble to taxable years beginning after December 31, 1939. 
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1 SEC. (295}2oll '214. INTEREST ON CERTAIN FEDERAL OB· 

2' LIGATIONS. 

3 (a) COMPUTATION OF INCOME DEFiCIT.-Section 713 

4 (e) '( telating to -aefillition of-deficit) is amended to read As ' 

5 follows: 

6 "(c) DEFICIT TN EXCESS PROI<'ITS NET INCOME.-For 

7 the purposes of this section the term 'deficit in excess profits 

8 net income' with respect to any taxable year' means 'the 

9 amount by whic~ the deductions plus the credit for dividenlls 

10 received and the credit provided in section 26 (a) (relating 

U to interest on certain obligations of the United States and'its 

12 instrumentalities) exceeded the gross income. For the pur-

13 poses of this subsection in determining whether there was 

14 such an excess. and in determining the amount thereof, 'the 

15 adjustments provided in section 711 (b) (1) shall be made." 

16 (b) CROSS REFERENCES.-For amendments to Supple-

17 ment A on computation of base period income in case of 

18 certain reorganizations, see section (296}.H+ 227 of this Act. 

19 (297)sEC. 215. BASE PERIOD NET INfOOME OF LOWEST 'fEA.R 

20 IN BASE PERIOD. 

21 Section 713 (e) (1) (relating to exclusion of deficit year 

22 from compulation of average base period flet iflcome) is 

23 amended to read as foUows: 
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1 "(1) By computing the aggregate of the eXCe88 

2 profits net, income for each of the taxable years of the tax-

3 ,payer in the base period, reduced by the sum of the 

4: deficits in excess profits net incoml for each of such years. 

5 If the excess profits net income (or deficit in excess profits 

6 net income) for one taxable year in the base period 

7 divided by the number of months in such taxable year is 

'8 less than 75 per centum of the aggregate of the excess 

9 profits net income (reduced by deficits in excess profits net 

10 income) for the other taxable years in the taxpayer's base 

11 period divided by the number of months in such other 

12 taxable years (herein calhd 'average monthly amount) 

13 the amount used for such one year under this paragraph 

14 shall be 75 per centum of the ooerage monthly amount 

15 multiplied by the num!'er of months in such one year, and 

16 the year increased under this sentence shall be the year 

17 the increase in which will produce the highest ru;erpjJt 

18 base period net income;"., 

19 SEC. (298}:lli121. CAPITAL REDUCTION IN CASE OF MEM-

20 BERS OF' CONTROLLED GROUP. 

21 Section 713 (g) (relating to adjustments in excess 

22 profits credit on"account of capital changes) is amended by 

23 adding at the end thereof the following new paragraph:. 

24 " (5) If, on any day of the taxable year, the tax-

25 payer and anyone or more other corporations are mem-
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1 bers of the same controlled gJ:Oup, :th«lR -'the daily capital 

2 reduction of the taxpayer for such dayshiill be increaSed 

. 3 by whichever of the foll()wing' amounts 'is :the lesser: 

4 <I (A1The aggregtrte of the 'Ildjusti<t basis (for 

. ,I) . detennining loss Upon sale or exchallge) of stock'1n 

,6 such other corporation (or if more than one, in such 

't bther corporations) acquired by the taxpayer after 

, 8 the beginning of the taxpayer's first· tauble year 

9 . under this subchapter, minus the aggregate of ilie 

10 adjusted basis (for determining loss upon sale'tir 

.11 exchange) 'of stock in such other corporation (or 'if 

12 more than· one, in such other COrpOtlltions) dis-

13 . pooed of by the taxpayer prior to such day and after 

14 the beginning of the taxpayer's first taxable year 

15 under this subchapter; or 

16 "(B). The excess of ' the aggregate ,of the ad-

17 justed basis (for determining' loss upon sale or ex-

18 change) of stock in an domestic corporations and 

19 of obligations described in ,section 22 (b) (4). 

20 held by the taxpayer at the beginning of such day 

21 over the aggregate of the adjusted basis (for detel'-

22 mining loss upon sale or exchange) of stock in all 

23 domestic corporations and of obligations· described 

24 in section 22 (b) (4). held by the taxpayer at 

H.R.7378 24 
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• 1 the beginning of its first taxable year under this 
• 

2 subchapter. 

3 If any stock or obligations described in subparagraph 

4 (A) or (B) was disposed of prior to such day, its basis 

5 shall be determined under the law applicable to the year 

6 in which so disposed of. The excluded capital of the 

7 taxpayer for such day shall be reduced by the amount by 

8 which the taxpayer's daily capital reduction for such day 

9 is increased under this paragraph. As used in this para-

10 graph, a controlled group means one or more chains of 

11 corporations connected through stock ownership with a 

12 common parent corporation if (i) more than 50 per 

13 centum of the total combined voting power of all classes 

14 of stock entitled to vote, or more ~ 50 per centum of 

15 the total value of shares of all classes of stock, of each 

16 of the corporatIons (except the. common parent corpo-

17 ration) is oWned directly by one or more of the other 

18 CQrporations and (ii) the common parent corporation 

19 owns directly more than 50 per centum of the total ~m-

20 bined voting power of all classes of stock entitled to vote, 

21 or more than 50 per centum of the total value of shares 

22 of all classes of stock, of at least one of the other corpo-

23 rations." 

." 
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1 SEC. (299)211 217. INVESTED CAPITAL CREDI'l\ . . 

2 Section 714 is amended to read as follows: 
. . 

3 "SEC. 714. EX.CESS PROFITS CREDIT-BASED ON INVESTED 

4 CAPITAL • . 
5 "The excess profits credit, for any taxable year, com-

6 puted under this section, shall be the amount shown in the 

7 following table: 

"If the invested eapital for the 
taxable year, determined under 
section 715, is: The credit shall be: 
Not over $5,000,000 ____________ _ 

Over $5,000,000, but not over 
$10,000,000. 

Over $10,000,000, but not over 
$200,000,000. 

Over $200,000,000 ______________ _ 

8')1'0 of the invested capital. 
$400,000, plus 7% of the excess 

over $5,000,000. 
$750,000, plus 6% of the excess 

over $10,000,000. 
$12,150,000, plus 5% of the excess 

over $200,000,000." 

8 SEC. (300)al3 218. BASIS OF PROPERTY PAID IN. 

9 The last two sentences of section 718 (8.) (2) (relating 

10 to property paid in) are amended to read as follows: "If the 

11 property was disposed of before such taxable year, such basis 

12 shall be determined under the law applicable to the yelll' of 

13 disposition, but without regard to the value of the property 

14 as of March I, 1913. If the property was disposed 

15 of before March 1, 1913, its basis shall be considered to 

16 be its fair market value at the time paid in. 

Il If the unadjusted basis of the property is a sub-

18 stituted basis, such basis shall be adjusted, with respect 
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1 to the peri~d before. the property was paid in, by an amount 

2 equal to the adjustments proper under section 115 (J) for 

3 detennining earnings and profits;". 

4 (301)SEC; 219. DEFICIT IN EARNIN.GS AND PROFITS OF AN. 

5 ()THER CORPORATION. 

6 (a) ADDITION TO EQUITY INVESTED CAPITAL OF 

7 TRANSFEREE.-Section 718 (a) is amended by inserting 

8 at the end thereof the following new paragraph: 

9 "(7) DEFWIT IN EARNINGS AND PROFITS OF AN-

10 OTHER OORPORATION.-In the case of a transferee, as 

11 defined in subsection (c) (5), an amount, determined 

12 under such paragraph, equal to the portion of the deficit 

13 in earnings and profits of a transferor attributable to 

14 property .received previously to such day." 

15 (b) REDUOTION OF EQUITY INVESTED CAPITAL OF 

16 TRANSFEROR.-Section 718 (b) is amended by inserting 

17 at the eiu1 thereof the following new paragraph: 

18 "(5) DEFWIT IN EARNINGS AND PROFITS TRANS-

19 FERRED TO ANOTHER OORPf!RATION.-In the case of 

20 a transferor, as defined in subsection (c) (5), an 

·21 amount, determined under such paragraph, equal to the 

'22 portion of the deficit in earnings ana profits of the trans-

'23 feror attributable to property tramferred previously to 

24 such day." 

25 (c) EAR.VINGS AND PROFITS OF TRA ... ·SFEROR A1I"D 
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1 TRANSFEREE.-Sectian 718 (6Jj,(relXJJtingto rules for de-

2 terminilng invested, capital)\ is.amended'by,irisertingat the 

3 end thereof the .follow.ingnew '. paragraph: 

4 . "(5) DEFICIT IN· EABNlNGSAN'D' 'PROFITS-+-

5 EAllNINGS AND PROFITS OF TRANSFEROR,AND TR.ANS~ 

6 FEREE.-If a corporation . (hereinafter'. called 'tra'IUJI-

7 feror') transfers substantially' allitB property to 

8 another corporation formed to acquire 8'lJJCh:, property· 

9 (hereinafter called 'transferee~), if-

10 1/ (.ti) the sole consideration· for the,·transfer of 

11 Buch property is the transfer to the transferor or its 

12 shareholders of all the stock· of all clas888 (excepb 

13 qualifying shares) of the transferee. (In deter-

14 mining wheth«r the trQn9{dT ,is ..solely lOf"'stock, tli4 

15 assumption by the transferee of a liabili:ty' o~ tM 

16 transfef'or or the fact that theproptrty, 'GOquired is 

17 sub jeet to a liability shall be disregarded); 

18 I/(B) the basis of the property, in the hands of. 

19 the transferee, for the ptJrp0868 of this subsection, is 

20 determined by reference to the basia of the propertg 

21 in the hands of the transferor; 

22 "(0) the tramferor is forthwU1 completely. 

23 liquidated in plirstUllICe 01 the plan "nder -wAicA t.M. 

2-1 ac-quisi/iofl of t/I!J property is made; and. 
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1 "(D) immediately after the liquidation the 

2 shareholders of the transferor own all such stock; 

3 for the purposes of this subchapter, in computing the 

4 equity invested capital for any day after the date of the 

5 acquisition of the property, the earnings and profits or 

6 deficit in earnings and profits of the transferee and the 

7 transferor shall be computed as if, immediately before 

8 the beginning of the taxable year in which such transfer 

9 occurs, the transferee had been in existence and sustained 

10 a recognized lo88, and the transferor had realized a recog-

11 nized gain, equal to the portion ol the deficit in 

12 earnings and profits of the transferor attributable to such 

13 property." 

14 (c) TAXABLE YEARS TO WHICH AMENDMENTS Ap-

15 PLIOABLE.-The amendments made by this section shaU be 

16 applicable to taxable years beginning after December 31, 

17 1939. 

18 (302)sEC. 220. AMORTIZABLE BOND PREMIUM ON CERTAIN 

19 GOVERNMENT OBLIGATIONS. 

20 .The first sentence of section 720 (d) (relating to in-

21 crease in excess profits net income where Government obli!Ja-

22 tions treated as admissible aBBets) is amended to read as 

23 follows: "If the excess profits credit for any taxable year is 

2! computed under section 714, the taxpayer may in its return 

2:j for such year elect to increase its nonnal-tax net income for 
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1 such tq::cable year by an amount equal to the amount of the 

2 interest on, reduced by the amount of the amortizable bond 

3 premium under section 125 attributable to, all obligations 

4 held during the taxable year which are described in section 

5 22 (b) (4) any part of the interest from which is excludible 

6 from gross income or allowable as a credit against net 

7 income." 

8 (303)SEC. 221. ABNORMALITIES IN INCOME IN TAXABLE 

9 PERIOD. 

10 (a) RULE FOR OOMPUTATIONs.-Section 721 (c) amI 

11 (d) (relating tt) computation of tax in case of-abnormalities in 

12 income in the taxable period) is amended to read as follows: 

13 U(c) OOMPUTATIONOF TAX FOR OURRENT TAXABLE 

14 YEAR.-The tax under this subchapter for the tozable year, in 

15 which the u,hole of such abnormal income would without 

16 regard to this section be includible, shall not exceed the 

17 sum of: 

18 U(1) The tax under this subchapter for such taxable 

19 year computed without the inclusion in gross income of 

20 the portion of the net abnormal income which is attribut-

21 able to any other taxable year, and 

22 .. (2) The aggregate of the increase in the toz under 

23 this subchapter for the taxable year (computed under 

24 paragraph (1)) ~ lor each previous taxable year 

25 which would have resulted if, for each previous tazabla 
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1 year to which any portion of such net abnormal income 

2. is.attributable, an amount equal to BUch portion had been 

3 included in the gross incpme. for BUch previous taa;able 

4 year. 

5.' !' (d) COMPUTATION OF TAX 'FOB ,FUTURE T AX4BLE 

6· YEAR.-· The amount of the net abnormal income attributable 

7 to any future taa;able year shall, for the purposes of this sub

S cllapter, be included in the gross income for 8Uch taa;able 

9 year. 

1Q "(1) Thetaa: unJ..erthis subchapter for such future 

11 

12 

]3 

14. 

15 

16' 

17 

18 

19 

20 

21 

22 

23. 

2i 

25 

'. 

taxable year shall not e:DCeed the sum of-

"(A) the taa: under this subchapter for such 

future taxable year computed without the inclusion in 

groBS incame of the portion of BUch ne4 abnarmal 

income which is attributable to such year, and 

"(B) the decrea8/?; in the taa: under this sub

chapter for the previous taxable year in whicb. the 

whole of sueh abnormal inaome would, without re

gard to this section, be includible which resulted by 

reason of the computation of suck taa: for such pre-. 

vWus ~ yetla' u'1lfl£r the provisions of subsection 

(c); but the amoant of 8UCh decrease shall be dimin-. 

ished by the aggregate of the· ifIMeaBe& in the ta3: 

under this subcho.pler for the futu.re tazable year (U 

comput£d under IJ'UhportJgrapk (A) a'Rd for the fa», 
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;L ableyearsintenJening between suck previ()U8 taxab~e 

2, ye03"and,such,.'.futur.eltaxable ye,ar which l/,ave rit" 

3 ' su1Je4 becauSe 0/ the inclusion of the, portions of such 

4 I net abnormal income attributable to such intervening 

,5, years ,in the gnoss income for such. intervening yeara. 

6 "(2) If, in the application of. subsection (c), nel 

7 abnormal income from more than one ta:J;able, year is 

8' attrihutableto, any future taxable year, paragraph (1) 

9 ' of" this, subsection shaJ.l be applied with respect to such 

10 futur6 taxable year mthe order of the taxable years from 

11 which the net abnormal income is attributable beginning 

12 with the earliesf. as 'if the portion of the net abnormal 

1a inctIf'M fro~ each such year was, the only amount so 

14 attributablB to suci future taxable year, and (e:xcept i~ 

15 the ,CQ8& of the portion for the eflrliest previoU8 taxable 

16' ye(/$) QSI if the t(l3J under thiuuhchapter fOf' the future 

1'1, taxOOl61 year, waa the tax determined. unde7 p4rBgraph 

18 (1) wUk respect to 1M portion for the next earlier pret:4-

19 0U8 taxable year .. 

2Q "(3) If in 'the appli.cation of paragraph (1) Jo 

21 any fulur. taxable yetJf' it is determined that the decrease. 

22 in taJI computed under paragraph (1) (B) with re",: 

23. speol\ to til. Rel, almormal 171COf116. a portion a/which. 

2~ • is ,inclwUd ift the gros,s. inCCItM for the /ulare taxable 

25, yeaf'~ ~ RO' ~,the Qg~gate of the increase.! in 
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1 tax comp'ILted under paragraph (1) (B) with respect 

2 to such net abnormal income, then the portions of such 

3 net abnorm_al income attributable to taxable years sub-

4 sequent to such future taxable year shall not be included 

5 in the gross income for such subsequent taxable years. 

6 For the purpose of computing the tax under th~ sub-

7 cltapter for a taxable year subsequent to the future ta:IJ-

8 able year, the portion of np-t abnormal income attributable 

9 to the future taxable year shall not be included in the 

10 gross income for such future taxable year to the extent 

11 that the inclusion of such portion of net abnormal income 

12 in the gross income for such future taxable year did not 

13 result in an increase in tax for suc~ future taxable yea.,. 

14 by reason of the provisions of paragraph (1). 

15 "(e) ApPLl(JATION OF SECTION.-TIt~ section shall be-

16 applied only for the purpose of computing the tax under thii 

17 . subchapter as provided in subsections (c) and (d), and shall 

18 have no effect upon the computation of base period net income. 

19 For the purposes of subsections (c) and (d)-

20 

21 

"(1) Net abnormal income means the aggregate of 

tlte net abnormal income of all classes for one taxable 

22 year. 

23 "(2) Under regulations prescribed by the Com-

24 m~ner with the approval of the Secretary, the tax 

25 under th~ subchapter I",. previous taxable year. shall 
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1 be computed as if the portions of net abnormal income 

2 for each previous taxable year for which the tax was 

3 computed under this section Were included in the gross 

4 income for the other previous ta.7:able years to which 

5 such portions were attributable. 

6 "(3) If both subsections (c) and (a) are applicable 

7 to any current taxable year, subsection (d) shall be 

8 applied without regard to subsection ( c), and subsection 

9 (c) shall be applied as if the tax under this subchapter, 

10 e:xcept for subsection (c), was the tax computed under 

11 subsection ( d) and as if the gross income and the other 

12 amounts necessary to determine the adjusted excess profits 

13 net income were those amounts which would result in the 

14 tax computed under subsection (d). 

15 "(f) ABNORMAL INC03IE FROM EXPLORATION, Etc.-

16. If by reason of taking into account, in determining con-

17 structive average base period net income under section 722, 

18 exploration, discovery, prospecting, research, or development 

19 of tangible property, patents, formulae, or processes, or any 

20 combination of the foregoing, extendinJ over a period of 

21 more than 12 months, such constructive average base period 

22 net income is higher than it would be withom such tal-

23 ing into account, only such portion of 1M income in the 

2! taxable year resulting from such activity which is of a cla3lt 

25 de$cribed in subsection (a) (2) (0) Q& is attributabk to 
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1 another taxabllJ year under this subclwpter shall be deemed 

2 attributable to a year other than, the taxable year." 

3 (b) TAXABLE YEARS TO TVHwn AYENDMENTS Ap-

4· PUCABLE.~ The amendments made by this section shall be 

5 applicable with respect to taxable years beginning after 

6 December 31, 1939. 

7 . SEC. (304}al3 222. RELIEF PROVISIONS. 

8 (a) GENERAL RELIF.F.-Section 722 is amended to 

9 read as follows: 

10· "SEC. 722. GENERAL RELIEF-CONSTRUCTIVE AVERAGE 

11 BASE PERIOD NET INCOME. 

12 "(a) GENERAL RULE.-In any case in which the tax-

13 payer establishes that the tax computed under this sub-

14 chapter (without the benefit of this section) results in an 

15 excessive and discriminatory tax and establishes what would 

16 be a fair and just amount representing no11llIll earnings to 

17 .be used as a constructive average base period net income 

18 for the purposes of an excess profits tax based upon a com-

19 parison of normal earnings and earnings during an excess 

20 profits tax period, the tax shall be determined by using 

~1 su~h constructive average base period net income in licn 

22 of the average base period Det income otherwise determined 

23 nnder this subchapter. In determining such constructive 

24 average base period net income, no regard shaD be had to 

25 events or conditions affecting the taxpayer, the industry of 
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1 which it is a member, or' taxpayers generally occuning.lor 

2 existing after December' 31, 19391 (305),. except tJtat, in 'the 

3 cases described in the last sentence of section 722 (b) (4)- and 

4itn section 7~~Jc), regard shalt b6 had~ to the' change in ihe 

5 character of the business under section 722 (6)(4) or fhe 

6 nature of the taxpayer and the character of its bUsiness under 

7 section 722 (c) to the extent necessary to establish the normal 

'8 earnings to be used as the constructive average base period net 

9 tncome. 

10 "(b) TAXPAYERS USING AVERAGE EARNINGS 

1] METHOD.-The tnx computed under this sllbchapter (wiili-

12 out the benefit of this section) shall be considered to -be 

13 excessive and discriminatory in the case of a' taxpayer en
U titled to use the excess profits credit based on income pur-

15 sunnt to section 713, if its average base period net income is 

16 an inadequate standard of normal earnings because-

17 " (1) in one or more taxable years in the base 

18 period normal production, output, or operation was 

19 interrupted or diminished because of' the occurrence, 

20 either immediately prior to, or during the base period. 

21 of events unusual and peculiar in the experience of such 

22 taxpayer, 

23 .. (2) the business of the taxpayer was depressed in 

24 the base period because of temporary economic circum-
• 

25 stances unusual in the case of such taxpayer or beOlnse 
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1 of the fact that an industry of which such taxpayer was 

2 a member was depressed by renson of temporary eco-

3 nomic events unusual in the case of such industry, 

4 " (3) the business of the taxpnyer was depressed 

5 in the base period by reason of conditions generally pre-

6 vailing in an industry of which the taxpayer was a 

7 member, subjecting such taxpayer to , 

8 "(A) a profits cycle differing materially in 

9 length and amplitude from the general business 

10 cycle, or 

11 " (B) sporadic and intermittent periods of high 

12 production and profits, and such periods are inade-

13 . quately represented in the base period, 

14 "(4) the taxpayer, either during or immediately 

15 prior to the base period, commenced business or changed 

16 the character of the business and the average base period 

17 net income does not reflect the normal operation for the 

18 entire base period of the business. If the business of the 

19 taxpayer did not reach, by the end of the base period, 

20 the earning level which it would have reached if the 

21 taxpayer had commenced business or made the change 

22 in the character of the business two years before it did 

23 so, it shall be deemed to have commenced the business 

24 or made the change at such earlier time. For the por-
• 

25 poses of this subparagraph, the term 'change in the char-
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1 acter of the business' includes a change in the operation 

2 or management of the business,:adifference in, the prod-

3 ucts or services' furnished, a difference in the capacity 

4 for produl(tion or operation, a difference in the' ratio 

5. of nonborrowed capital to total capItal, and the acquisi-

6 tion before January 1, 1940, of all or part of the assets 

7 of a competitor, with the result that the competition of 

8 such competitor was eliminated or diminished. .A:!ly 

9 change in the capacity for production or operation of 

10 the business consummated during any taxable year end-

11 ing after December 31, 1939, as a result of (306)eem 

. 12 mitmeflts fBft6e ~ te J&naary 1; lIHO, hiB8:ing the 

13 mllayer te m&ke the ehll:Bge a course of action to which 

14 the taxpayer was committed prior to January 1, 1940,'or 

15 any acquisition before May 31, 1941, from & competitor 

16 engaged in the dissemination of information through the 

17 publio press, of substantially all the assets of such com-

18 petitor employed in such business with the result that 

19 competition between the taxpayer and the competitor 

20 existing before- January 1, 1940, was eliminated, shall 

21 be deemed to be a change on December 31, 1939, in 

22 the character of the business, or 

23 .. (5) of any other factor affecting the taxpayer's 

24: business which may reasonably be considered as resulting 

25 . in an inadequate standard of normal earnings during the 
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1 base period and the application of this section to the tax-

2 payer would not be inconsistent with the 'principles 

3 underlying the provisions' of this subsection, and with 

4 the conditions and limitations entl1Delll.ted therein. 

5 " (c) INVESTED CAPITAL CoRPORATIONS,ETc.-The 

6 tax computed under this subchapter (without the benefit of 

7. this section) shall be considered to be excessive and dis-

8 criminatory in the case of a taxpayer, .not entitled to nse 

9 the excess profits credit based on income pursuant to section 

10 713, if the excess profits credit based on invested capital is 

11 an inadequate standard for detennining excess profits, 

12 because-

13 " (1) the business of the taxpayer is of a class in 

14 which intangible assets not includible in invested capital 

15 under section 718 make. important contributions to 

16 income, 

17 u (2) the business of the taxpayer is of a class in 

18 which capital is not an important income'-producing 

19 factor, or 

20 .. (3) the invested capital of 'the taxpayer is abnor-

21 mally low. 

22 In such case for the purposes of this Btlbchapter, such tax-

23 payer shall be considered to be entitled to use the excess 

24 profits credit based on income, using the oonslIactive average 

25 base period net income determined under subsection (8). 
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1 For .the' purposes of section 713 ' (g) and section'74a, the 

2 beginning of the taxpayer's first taxable year undeJl this' sub-

3 chapter shall be considered to be that date after which capital 

4 additions and c~pital reductions. were .not taken ·into accouilt 

5 for the purposes of this subsection. 

6 (307)" (d) LiMI'I'A'I'ION eN ApPUOk'l'lON ell'-' GENER:oU. 

7 RUbE. The eeftstfueMv-e average hase periee. ,BElt ifteeme 

8 e.etel'Hliftee. lHI:e.er stlflseetieft iat shall It6i be tiSe8: fer IHIY 

9 tll:tiBle ;Yefl:l' lHiless 

10 !!.f1t the iH lHle.er ~ stibeftaflter. fer SIieh ta*-

II &tile ;Yefl:l' eeflifltltea witftetl6 fefereaee ~ this seeti6ft, 

12 es:eeee.s G l*lt' eefttlle ef tHe llllfflilfer's fl:ermM ~ H:-e6 

13 meeme fer SIieh ;Yefl:l' eemfll:lled withe1:1:l; the et'e8:it fIP&-

~4 ¥i8:ed m Seekell:; 2G ie)- (feltttiftg te e8:jastee.e:!teees 

15 p,eats Bcli meeme) ; Ilftd 

16 ~ the til§: lHI:der iftiB sabeftalltet> fe:r. the IiwtIlDle 

17 yet\t' eeffilltltee. by usHtg the eeftBtfuetiYe lI;¥efllge %Be 

18 peried ~ meeme e.etermtBeil tmtlet' sabseetieD -tat- -{b1:1:I; 

19 witft6l:ll !'egtlra te stibseetteft ~ wetild Be less thftft ~ 

20 per eeDlalli ef the iH fer the tft.'ltlhle yeftP e6fftlJuteil 

21 witfteu:t !'efe!'eBee te this BeetieB. 

22 !!.(4 EX'I'BN'I' eP REBte'fION eP ~ UlffiEB THIs 

23 SBe'l'lon. The t.8::i aBtler iftiB sabehaptet>, e.etermiBed widt 

24:, the lISe ef the l:'e8Btful'tiYe i",erage hBse peRea ~ iB:eeme 

11. R. 7378 25 -
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1 fteteFHIiaed Hadef SHBseeti&a *' sImH Bet be less Mwt 

2 eithef 

3 !!.fl+ !fhe 81a6Hat ~ SHeh ~ deteFHIined v;itheH~ 

4 feg'lli'd te this sti$eeHea btii wHh Ute fl$ ~ Ute eefI-

5 stfHeti¥e IWfftlge base fJeFied ~ iaeeme deteffBiaed 

6 liBdef SHbseetiea -fa+, JHHS 6 fJeF· eeatHm ~ Ute Wt se 

7 deteFllliaed, 6f 

8 !!f2t 6 fJeF eeatHBt. ~ Ute tll*fJ8yceF's a6ffBttI tffit ftet 

9 meefBe, e9fBfJHted witheHt the eredi. fJF9'lided itt seeli6B 

10 W -fet (FelatiBg te adjHSted exeess fJF9Hts ~ iHe9~). 

11 "(308){f)- (d) ApPLTCATIO~ FOR RELIEF UNDER THIS 

12 SECTION.-The'raxpayer shall compute its tax, file its return, 

13 and pay its tax under this snbchapter without the application 

14 of this section, except as provided in section 710 (a) (309) 

15 -f3t- (2). The benefits of this section shall Dot be allowed 

16· unless the taxpayer, not later than six months after the date 

17 prescribed by law for the filing of its return, (3tO)ar if the 

18 application relates to a taxable year beginning after Decem-

19 ber 31, 193.9, but not beginning after December 31, 1941, 

20 within six months after the date of the enactment of the Reve-

21 nue Act of 1942, makes application therefor in accordance 

22 with regulations to be prescribed by the Commissioner ",ith 

23 the approval of the Secretary, except that if the Commis-

24 sioner in the case of any taxpayer with resped to the tax 

25 liability of any taxable year-
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·1 " ( 1) issues a preliniinary p.otice proposing a defi-

2 ciency in the tax imposed by this subchapte.r such tIll-

S payer may, within ninety da)'llafterthe date of. such 

4 notice make such application, or 

11 "(2) mails a notice of deficiency (A) without hav-

6 . ing previously issued a preliminary notice thereof or 

7 (B) within ninety days after the date of such prelimi-

8 nary notice, such taxpayer may claim the benefits of 

9 this section in its petition to the Board or in an amended 

10 petition in accordance with the rules of the Board. 

11 If the application is not filed within six months after the date 

12 prescribe~ by law for the filing of the return, (3U)or if th~ 

13 application relates to a taxable year beginning after Decemc 

14 ber 31, 1939, but not be,ginning after December 31, 1941., 

15 witllin six montlis after the date of tile enactment of th!-

16 Revenue Act of 1942, the operation of this section shall nQ~ 

17 reduce the tax oilier"ise determined under this subchapter by 

18 an amount in excess of the amount of the deficiency finally 

19 determined under this subchapter without the application of· 

20 this section. If a constructive average base period. net in:-

21 come has been determined under the provisions of this sectiO!l 

22. for any taxable year, the Commissioner may, by regulatiOIJ!l 

23 approved by the Secretary, prescribe the extent to which the 

24 limitations prescribedJ>y this subsection may be waived for 



1 the purpose of detel'luining the tax under this subchapter for 

,2 a subsequent taxable year. 

;3 . "(312)-fg)- (e) RULES FOR ApPLICATION OF SEC-

4 TION.-For the purposes of this section-

5 " (1) the tax imposed by this subchapter shall be 

!-6 the tax before the allowance of the foreib'll tax credit 

7 pursuant to section 729 (c) ~nd (d) ; 

1'8 "(2) in the cas,c of a taxpayer, the average base 

9 period net income of which is computed under Supple-

10 ment A, for the period for which the income of any 

11 other person is included in the computation of the 

12 average base period net income of the taxpayer, the 

13. taxpayer shall be treated as if such other person's busi-

14' ness were it part of the business of the (313)t-axllltyer." 

15 taxpayer. 

16 (314)"(f) MINING CORPORATlOlo:8.~ln the case of a tax-

17 payer to which section 711 (a) (1) (/) or section 711 (a) 

18 (2) (K) appiielJ, if its constructive average base period net 

19 income iJJ established under thiJJ section, there shaU also be 

20 determined a fair and just amount to be used as normal out-

21 put and normal unit zYrofit for the purposes of section 735." 

22 (b) DEFERME~T OF PAYMENT OF TAX.-8ection 710 

23 (a) is amended by inserting at the end thereof the following 

24 new paragraph: 

25 "(315)t3t (5) DEFERlIEXT OF PAYMEXT LV CASE 
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1 OF ABNORMALIU • .-If the adjusted exeess'prontsnet in-

2 come (computed without reference to seetiob, 7:22~ for 

3 the taxable year Gfa taxpayer -which, : clail?~ :'0Jl ~s 

4 return, in,nccordance: with regulations prescr~bed by 

I) the Commissioner with the approval 'of, the. Secretal1', 

6 . the benefits· of section 722, is in exi:less. of. 50 per 

. 7 . centum of its normal tax net income Jor such yeltl', 

8 computed without the credit provided .iIJ, s~cti.$n 

9 26 (e) .. (relating to adjusted excess profitsnet.m<rome) , 

10 the amount of lax payable at the time pr~scribed for 

11 payment may be reduced by an amount: equal to 33 par 

12 oentum of the amount of the redu.ctiOl\ in. ,the tax ~ 

13 claimed. For the purposes of section 271~ if the 1:tt 

14: payable is the tax so reduced, the tax so ~educed. shldl 

15 ~e considered the amount shown on the return." (;I 

16 (316* A:B:NOiBIM. I~wo11B l"eB 'fHR TAX:&BJ:.B'YEi,rnef 

17 Seetdea +lH- *flt (feletiBg te Iltiaemlfl:litie9 ~. iBeeftle-;Yt 

18 ilie te.~le peried) is ftftleaded By 8:dsmg M t,he ead the~ef 

19 ~ feIIewiBg HeW seBteftPe: "Iae8ftleef a eIass derived frem 

nI\ •• _I .1.._ 1... 1... 1... 1.. • • 
':'v fMI1 8:etprlty tn ttItt ullsmess 'Wttlen IS t&t.eB ilttellee6lJflt: Ut 

21 the ae~ePtnintltieR ef 8: t'eftl!tflleti-Ye Iwefftge hese peftea ~. 

22 Htt'8ftle \HiSOf' seeties +a~ eh&Il Be$. eefl5tiaHe 'llhfleRB&l 

23 Hte9H1e' fer ~ flllFfleses ef this seeties." 

24 (317}ftl)- (c) REVIEW OF Aru."'ORl{ALITl:ES Bt: A. DmsIOY 

25 OF TIlE Bo.uw.-Section 732 (relating to review of ahnOJ.'-
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1. maliiiesby the Board) isainended by inserting at the end 

2 thereof the following new subsection: 

3 (318)" (a) SPESIAl> DIYISION eli' BaARB. The aetCmtiB& 

4 tieRs aM feaeteFHIiBllti6flS ~ the BeRPa pl'eviaea f6f' itt 

5 l;hls seetieB sBttY be ffIftde ~ It Sfleeilll divisieB ef the BeMa 

6 whieh sBttY be· eeBstitlited ~ the ChftiffBIlB tmd eeBsist ef 

7 ~ less ~ Htreememaeps ef the Bettfa. &eft aetefBli.Be, 

8 tisBs &Bd feaetef'ffliBlltieBs sBttY ~ be Feyiewe:hle ~ the 

9 BellM, &Bd the aeeisieBs ef Stteh divisieB making Stteh aetel' 

10 miBtttieBs &Bd reaeteFHliRfttieBs shall be deemea deeisieB9 ef 

11 the Bellfa." 

12 "(d) REVIEW BY SPECIAL DIYlSION OF BOARD.-The 

13 determination, and redeterminations by any division of the 

i4 Board involving any question arisin.q under section 721 (a) 

15 (2) (0) or section 722 shall be reviewed by a special 

16 division of the Board which shaU be constituted by the Ohair-

17 man and CO'TtS'i3t of not less than three members of the Board. 

18 The decisions of such special division shaU not be reviewable 

19 by the Board, and shaU be deemed decisions of tlle Board." 

20 (319)fet Ba~ lNooMl'! eli' IN'B'USHliES WI'fH DBPIJE'P 

21 A'BIJB RESERVES. 

22 -(-l-)- !NoaMI'! OR'SBIT. SeelieB +H itt)- -(-l-)- (felet 

23 tag te e-s:eess pf6ftHi eredit C6Hlputed &Bilei' iBeeme 

24 ere6it) is 8:lBeBilea by iBseftiBg ti tfle end thereaf the 

25 fellewiBg new sahpllr..gTfl1!li: 
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1 "(H) Beftlil! !fteeme. Tllffi'e shaH 00 e'lfeladed 

2 meeme derived hem sefRls paymefltB made s,-. ey 

3 &geBeY ei ~ UBited S~~es Ge"'efflmeBt 6ft lMleeeflt 

4 . ef ~ pfedae~ieB iB e'lfeeSB ef & BJleeifieil flIiete ef& 

5 pfeilaej; ~ etiioostieB ef whieh gi¥esrise tie HI: 

6 alleWfllBee lei' ilepletieB lIBileF Bee~iea gg (m}."· 

7 ~ INVEs'£EB OAPI'i':AlJ OREDI'£. SeetieB m-{&)-

8 ~r (fel~iftg tie exeess pre!itB eFeiliteemp1i~eil lIBileF 

9 iBveB~eil eapital eredit)- is ameluleil s,- iBseF~iBgM ~ 

10 eM: 6heFeef ~ fel.lewiBg fleW BaBPMllgrtl:PB I 

11 "(K) BeBliB lBeeme. TheFe shaH lie e'!£eludEia 

12 iBeeme ilert'"leil hem seftlil! paymeatB made s,- &BY 

13 egeBey ef the Uniteil Stetes GeveFBmeB~ 6ft eeeeaBli 

14 ef ~ ~aetieB iB eN:eeBB ef & BJleeifieil flIiete ef & 

15 predaet the etileastiea ef whieh gWes rise tie iID 

16 elleweBee lei' e.epletieB IIBdep BeetieB gg . (m) .J> 

17 (320* (d) INSTALMENT BASIS (321).41W OTHER TAX-

18 PAYERS.-Subchllpter E of Chapter 2 is amended by insert;.. 

19 ing after sE'ction (322~ 735 the following new section: 

20 ·SEC. (323)73i 736.. REUEF FOR INSTALMENT BASIS TAX-

21 PAYERS (324)lND TAXPAYERS WITH 

22 INCO/tlE FROM WNG-TERJI COI'ITRM:TS. 

23 (325)" (tt) bMlE''£lan 'l'6 x\eCIHTE INo9M'B. IB the ease ef 

24: MY ~Il-yef eempatiB: iBeeme ffeHt iBstttlmeB' e&Iee IIBdeF 

25 the me~eil pre¥ideil hy Bee8eB. -{tit; if eaeh mpe1e1' elf-
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1 t9;hlishes that the &¥€lege ','slliH1e ef efeait exteBded at ptH'-

2 ehasers 00 the iBsteJftleBt plaB iB the femt ppeeediBg tlHffi81e 

3 ~ WftS mere ~ ¥-& peP eeBtlHB ef the vslliftle ef IlfteIt 

,4, . epedit exteBded at 9Iieh pliPeftaseps iB the tftHfthle yeftP; * ftIftj' 
I). . ~ iBits ffi'9Ii reRUB fep the ttl:Kft:hle yeftP; fep the plil'fsses 

6· . ef the tH: iHlpssed ti:Y this slihehftptep, at eSHlJllite, PliPsliftftt 

7· te fega1fttisBS preseri8ed ti:Y the CelBfftissieBer with the ap-

8prevaJ. ef the Seefeta:ry, its grass iBeelfte ffflm iBstalmeBt 9Illes 

9-. eft the Basis ef the tllK9;hle perisd fer wliieh IlfteIt iBeeme is 

10 Ileeflied,· iB lieu: ef the ~ ppe·;iaed ti:Y seetieB 44 # 

11: SIteh eleetieB shall Be HTeyeell81e ",'fiee 6ltee lllftE1e ftftd shall 

12 apply alse te all slih!!eftttent tntil81e ;rettl'S, ftftil the grass itt-

13. eeme ffflm iBSw.l:ffieBt sales fep eaeh tIlti\hle f€Ili' hefepe the 

14 ffi'9Ii j'iltli'with. respeet te v.'fiieh the eleetieB is lllftE1e k6 

15 hegimHBg aher DeeeIBBef 3!; 1939, shall be &djlisted fep the 

16- plil'fsses ef !his slihehftpter at eeffierm at SIieh eleetieB. IB 

17mAldttg Sfteh adjHStHteBts; Be ftHIeliBt shall be iBeladed itt 

18 €emplitiftg exeess prelim Bet iBeelfie fer eBY exeess prelits 

19- tffit ffiKfHlle year 6ft fteeeliBt ef iBstalmetit Sftles made itt 

20 ffitilhle f€Ili'S hegHmiBg hefere J8:Bftft-Jj' -l; 194:0. 

21 "(a) ELECTION TO ACCRUE INCOJlE.-!n the case of 

22 any taxpayer computing income frum i1l3talment sales under 

23 the method provided by section 44 (a), if such taxpayer 

24 establishes, in accardance with regu!ations prescribed by the 

25 Cummissioner. with the apprOfJol of the Secretary, that the 
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1 average volume of credit e:Jitended to purchasers Qn the in-

2 ·stalment plan in the four taxable years preceding, the first 

3 taxable year beginning after December 31, 1941, was more 

4. than 12fj per centum of the volume of such credit extended 

5 to such purchasers in the taxable year, or the average out

,6 Btanding instalment accounts receivable at the end of each of 

'1 the four tiI.:cable yearB preceding the first taxable year begin

Sni'flg afler December 31,1941, was more than 125 per centum 

9, of f/l,e average' of such accounts receivable at the end of the 

10 taxable year, or if the taxpayer was wi inexistence for four 

11 preVious taxable years, the taxable years during which the 
. 

~ taxpayer was in e..cistence, in either case including only such 

13, years for which the income WIL! computed under the methoil 

~, provided in section 44 (a), it may elect, in its return for the 

15 taxable year, for the purposes of the tax imposed by this sub

;L~ chapter, to compute; in accordance with regulations prescribed 

17, by the Commissioner with the approval of the Secretary, Us 

18 income from instalment sales on the basis of the taxable period 

19 for which such income is accrued, in lieu of the basis provided 

20 by section 44 (a). Ezcepj a.! hereinafter provided, such el~ 

21 tion shall be irrevocable when once made ll1Id sholl apply 

22 also to aU 81lbseqNenl taxable years, ll1Id the income from 

23 instalfnenl sales for 64Ch taxOOle year before the first year 

24 with respect to !t,hieh. the ~tion is made but beginning 

25 . after December 31, 1939, shall be adjumd for the purposes 
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1 of th,is subchapter to conform to such election. In making 

2 such adjustments, no amount shall be included in computing 

3 excess profits net income for any excess profits tax taxable 

4 year on account of instalment sales made m taxable years 

5 beginning before January 1, 1940. If the taxpayer estab-

6 lishes, in accordance with regulations prescribed by the Com-

7 missioner with the approval of the Secretary, t!tat in a taxable 

8 year subsequent to the year with respect to which an election 

9 has been made under the preceding provisions of thii subseD-' 

10 tion it would not be eligible to elect such accrual method, tlle 

11 taxpayer may in accordance with such regulations elect in if6 

12 return for such year to abandon such accrual method. Stich 

13 election sltall be irrevocphle when once. made and shall pi~ 

14 elude any further elections under this subsection. For the . 

15 taxable year for which the latter election is made and ~ 

16 quent taxable years, income shall be computed in accordance 

17 with section 44 (c)." 

18 "(b) ELECTION ON LONG-TERM CONTRACTS.-In (M 

19 case of any taxpayer computing income from contracts tb£ 

20 performance of which requires more tltan 12 months, if 'it 

21 is abnormal for the taxpayer to derive income of such clasS, 

22 or, if the taxpayer normally derives iTlC01lle of such class but 

23 the aflWunt of such.· income of such class includible in the 

24 gross income of the taxable year is in excess of 125 per 

25 cen1um of the· averaoe UflWUnt of the qr08ll income of the 
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1 same class· for· the four previoll.' taxable years, or, if the 

2 taxpayer was not in existence for four previous taxable years, 

3 the taxable years during which the taxpayer was in existence, 

4. it may elect, in its return for sUch taxable year for the pur-

5 poses of Ihis subchapter, or in the case of a taxable year the 

. 6 return for which was filed prior to tke date of the enactment 

7 of the Revenue Act of 1942, within 6 months after the date 

. 8 of the enactment of such Act, to compute, in accordance with 

9 regulations prescribed by the Commissioner with the approval 

10 of the Secretary, such income upon the percentage of com

U pletion method of accounting. Such election shall be made 

12 in accordance with sUch refllLlations and shall be irrevocable 

13 when once made 'and shall apply to· all ot~er contracts, past, 

14 pr~ent, or future, Ihe performance of which required or 

15 requires more than 12 months. The flet income of the tax-

16 payer for each year prior to that with respect to which the 

17 election is made shall be adjusted for the purposes of this 

18 subchapter, including the computation of e:rcess profits net 

19 income in each taxable year of the base period under section 

20 711 (b), to conform' to Such election' bul for purposes of 

21 chaptn' '1, the tax imposed by this subchapter for any prior 

22 taxabl~ year on accoullt of the adjustment required by this 

23 subsection shall be considered a pare of the tax imposed by 

24: this subchapter for the Jaxable year in u·hich such income 

25 is, without regard to this suhsection. includible in gross in-
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1 come. Income described in this subsection shall not be con-

2 sidered abnormal income under section 721. 

3 "(326m (c) ADJUSTMENT ON ACCOUNT OF 

4 CHA...~GE.-If an adjustment specified in subsection (a) 

5 (327)or subsection (b), as the case may be, is, with respect 

6 to any taxable year, prevented, on the date or the election 

7 by the taxpayer (328)~ el:umge its metRed e# eeHlIll:ltmg 

8 meeHie ffem iflsttHmeftt !lftles under subsection (a) or sub-

9 section (b), as the case may be, or within two years from 

10 such date, by any provision or rule of law (other than 

11 this section and other than section 3761, relating to 

12 compromises), such adjustment shall nevertheless be made 

13 if in respect, of the taxable year· for which adjustment is 

14 sought a notice of deficiency is mailed or a claim for refund is 

15 filed, as the case maybe, within two years after the date such 

16 election is niade. If at the time of the mailing of such notice 

17 of deficiency or the filing of such cIaim for refund, the ad-

18 justment is so prevented, then the amount of the adjustment 

19 authorized by this subsection shall he limited to the increase 

20 or decrease in the tax (329)imposed by Chapter 1 and this 

21 subchapter previously determined for such taxable year which 

22 results solely from the effect of subsection (a) (330)or sub-

23 section (b), as the case may be, and such amount shall be 

24: assessed and collected, or credited or refunded, in the same 

25 mann'er as if it were a deficiency or an overpayment, as 
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1 the case may be, for such ·.t~abie year and as if on the 

2 date'of such election, two years' tetlain before tre expiration 

:3 of the (331 )~erieas period of limitation upon assessment 

. 4: . or the filing of 'claim for refund' for the taxable year. The 

5 tax previously determi,ned shall beascertaiD.ed in accord-

6 ance with section 734 (d) . ,The amount to be assessed 

7 nnd collected under this subsectIon in the same manner as 

8 if it were a deficiency, or to be refunded or credited in the 

9 same manner. as if it were an overpayment, shall not be 

10 diminished by any credit or set-off based upon any item, in-

11 elusion, deduction, credit, exemption, gain or.loss, other than 

120ue resulting from the effect of subsection (a) (332)or sub-

13 section (b), as the case may be. Such amount, if paid, shaD 

14 not be recovered by a claim or suit for refund, or suit for 

15 erroneous refund based upon any item, inclusion, deduction, 

16 credit, exemption, gain or loss, other than one resulting from 

l'f the effect of subsection (333) (a) or subsection (b), as the 

18 b " cas6ma!l e. 

19 (334)(e) RETROACTIVE ApPLICATION OF PROVISIONS 

20 RELATIVE TO GE?,'ERAL REUEF AND INCOME FROM 

III Loso-TERJl COXTRACTS.-

22 '" (1) Tha amendments maW! by thi3 section to section 

23 722 shall be applicable with respect to taxable years be-

~ . ginning after Decem~ 31, 1939. 

25 ,(2) Subsection (b) of section 736 and 110 much of 
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1 subsection (c) a3' is applicable thereto shall be applicable 

• 2 only with resp:Ct to taxable years beginning, after De-

3 .cember 31, 1941, except that, if a taxpa.!Jer, within si;l; 

4 months after the date of enactment of this Act and in 

5 accordance with regulations prescribed by the Commis-

6 sioner with the approval of the Secretary, elects to have 

7 such subsections apply retroactively to all taxable years 

8 beginning after December 31, 1939, such amendments 

9 shall also be applicable to such taxable years . 

. 0 (f) TECHNICAL AMENDMENT.-Section 721 (a) (2) 

.1 (B) (relating to abnormalities on account of long-term con-

2 tracts) shall not apply with respect to any taxable year begin

.3 ning after December 31, 1941. 

,4 (335)SEG au. EXEl\WTION 4W REGYLl..TED INVESTMENT 

l5 (;Ql\WANIE8. 

.6 (336)sEC. 223. EXEMPT CORPORATIONS • 

. 7 (a) NOT EXEMPT IF CONSOLIDATED RETURNS 

.8 FILED~O much of section 727 as reads "The following 

.9 corporations shall be exempt from the tax imposed by this 

:0 subchapter" is amended to read as follows: "The fol1(Ju,mg 

:1 corporations, except a member of an affdiated group of C()7'

:2 porations filing co1l30lidated retuN13 under section 141, shall 

3 be exempt from the tax imposed by this subchapter". 

:4 (b) PERSON.U SERVICE CORPORATION NOT EXEJlPT 

:5 IF CONSOLIDATED RETr:RN FILED.-Section 725 (b) (re-
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1 lating to ezemption of personai service corporations) is 

2 amended by inserting at the end 'here.of the rollowing, neiv 

3 sentence: "Such corporation shall not be exempt. for such 

4 year ,if it is a member of an affiliated group of corporations 

5 filing consolidated returns under section 141." 

6 (337)(c) EXEMPTION OF REGULATED INVESTMENT COM-

7 PANIEs.--Section 727 (c) and (d) (relating to exemption 

8 of certain investment companies from excess profits tax) are 

9 amended to read as follows: 

10 " (c) Regulated investment companies as defined in 

11 section 361 without the application of section 361 (b) 

12 (338)13T (4)." 

13 (339)sEC. 224. EXCESS PROFITS TAX RETURNS. 

14 (a) Section 729 (b) (1) (relating to double computation 

15 on returns) is repealed. 

16 (b) Sections 712 (c) and 741 (b) (relating to dis-

17 claimer of excess profits credit) are repealed. 

18 (c) The amendments made by this section shall be ap-

19 plicable with respect to taxable years beginning after Decem-

20 beT 31,1939 • 

.21 SEC. (340)ui 225. CONSOLIDATED RETURNS. 

22 (a) SEcTION 730 NOT APPLICABT,E.--Section 730 (r&-

23' lating to consolidated excess profits tax returns) shall not 

24 llpply with respect t~ any taxable year beginning after 

25 December 31, 1941. 
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1 (b) CROSS REFEtlENCE.-Section 729 (b) (relating to 

2 returns) 'l.s amended 1>y adding at the end thereof the follow-

3 ing new paragraph: 

4 "(3) CONSOLIDATED REtuRN&.-For provisions 

5 relating to consolidated returns, see section 141." 

6 (341 )SEC. 226. EXEMPTION FROM TAX OF MINING OF CERTAIN 

7 STRATEGIC MINERALS. 

8 (a) EXEMPTION.-Subchapter E of Chapter ·2 is 

9 amended by inserting after section 730 the foUowing new 

10 section: 

11 "SEC. 731. CORPORATIONS ENGAGED IN MINING OF STRATEGIC 

12 MINERALS. 

13 "In the case of any domestic corporation engaged in the 

14 . mining of antmwny, chromite, manganese; nickel, platinum, 

15 quicksilver, sheet mica, tantalum, tin, tung.3len, or vanadium, 

16 the portion of the adjusted excess profits net income attributable 

17 to such mining in the United States shaU be exempt from the 

18 tax imposed by this subchapter. The tax on the remaining 

19 portion of such adjusted excess profits net i1lCQ11le shaU be an 

20 amount which bears the same ratio to the tax (X}mputed with-

21 out regard to this section as F.'Uch remaining portion bears to 

22 the entire adjusted excess profits net i1lCQ11le." 

23 (b) TAXABLE YEARS TO WHICH AMENDMENT Ap-

24 PUCABLE.-The amendment made by thia section shall be 
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1 applicable to taxable years beginnin,tJ after December 31, 1940. 

2 (342)SEC. 227. AMENDMENTS TO SECTIO:ty 734 .. 

:{ (a) IN GENERAL.-Section 734 is amended to read as 

4 follows: 

5 "SEC. 734. ADJUSTMENT IN CASE OF POSITION INCONSISTENT 

6 WITH PRIOR INCOME TAX LIABILITY. 

7 "(a) DEl!'lNITIONS.-For the purposes of this section-

S "(1) TAxPAYER.-The term 'taxpayer' means any 

9 . person subject to a tax under the applicable revenue Act. 

10 "(2) INCOME TAx.-The term 'income tax' means 

11 an income tax imposed by Chapter 1 or Chapter 2A of 

12 thi.~ title; Title I and Title IA of the Revellue Acts of 

13 1938, 1936, and 1934; Title I of the Rlmenue Acts of 

14 1932 and 1.928; TitJ.e II of the Re1.'f"IlU6 Acts of 1926 

15 and 1924; Title II of the Rf"I)fflU6 Act.~· of 1921 and 

16 1918; Title I of the Revenue Act of 1917; Title I of 

17 tAe Revenue Act of 1916; or section II of the Act of 

18 October 3, 1913; a u'ar profits or excess profits tax im-

19 posed by Title III of the Revenue Acts of 1921 and 

20 1918; or Title II of the Revel/ue Act of 1917; or an 

21 income, f('al' profil3, or e;l.'ce.~ profits ta.r imposed- by 

22 any of the foregoing p''Ol~iofl3, as amendt>d or supple-

23 mmhtl. 

24 "(3) PRIQR TAXABLE YEAR.-A taxoole year 

H. R. 7378 26 
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ul'uinni1tU afte1' December 31, 1939, I!hall not be COll

sidC1'ed a II!-ior ta.'l:able year, 

"(4) The tC1'm 'predeee.ssor of the taxpa!Jer' meaTUt

"( A) A pe1'son which .i3 a component C01'pora

tion of the taxpayer within the mcatling of seetioll 

740; and 

·"(B) A person which on April 1, 1941, or at 

any time thereafter, controlled the ta.rpaJler, The 

term 'controlled' as herein used shall have the same 

meaning as 'control' under section 112 (h), and 

"( 0) Any person ·in an unbroken series ending 

with the taxpaJler if subparagraph (A) or (B) 

would apply to the relationship between the parties. 

"(b) OIRCUMSTANCES OF ADJUSTMENT,-

"(1) If-

"(A) in determining at any time the tax of a 

taxpayer under this subchapter an item affeetinfJ the 

determination of the excess profits credit is treated 

in a manner inconsistent with the treatment accorded 

such item in the determination of the income-tax 

liability of such taxpayer or a predecessor lor a prior 

tazable year or years, and 

"(B) the treatment of such item in the prior 

taxable year or yeaTS comistently with the deter

mination under this subchapter would effect an in-
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1 crCWl6 or de&rease in ~the amount of the income taxes 

2 previousl;11 determined for such taxable year or years, 

3 and 

4:. "( 0) on the d~te. ofll'Uch determination of the 

6, tax under this subchapter ,correction of the effect of 

,6 the inconsistent treatment in any one or mOre of the 

7 ,prior taxable year's is pTt'Vented (except !-or the prlJ-

S visions of scction 3801) by the operation of any lau' 

g or rule of lall! (other than section 3761, relatinfl tu 

10 \. compromises), 

11 then the correction shall be made by an adjustment under 

12 this section. If in a subsequent determination of the tax 

13 under this subchapter for such taxable year such incIJ'/Jr-

14 sistent treatment is not adopted, then tlte correction shall 

15 not be .made in connection . with such subsequent deter-

16 mination • .. 

1'7 "(2) Such adjustment shaU be made only if tluTe is 

18 . adopted . in the determination a position maintained by 

19 the Oommissioner (in case the net effect of the adjust-

20 ment would be. a decrease in the ineome taus previously 

21 determined for such year Of' years) Of' by the taxpay.er 

22 with respect to whom the determination is made (in cew 

23 the net effed of ,the adjustment would, be aJl increa.sr 

24: in the 'Jleom. lazes pret;i.ously dekrmined for such ywr 

25 or years) which posititm is iraconsisIem with the treat-
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1 ment accorded such item in the prior taxable year or 

2 years which was not correct under the law applicable 

a to such year. 

4 "(/3) BURDEN OF PROOF.~In any proceeding be-

5 fore the Board or any court the burden of proof in estab-

6 lishing that an incon3istent position has been taken (A) 

7 shall be upon the Commissioner, in case the net effect of 

8 the adjU3tment would be an increase in the income taxes 

9 previoU3ly determined for the prior taxable year or years, 

10 or (B) shall be upon the taxpayer, in case the net effect 

11 of the adjU3tment would be a decrease in the income taxes 

12 previoU3ly determined for the prior taxable year or 

13 years. 

14 "(c) METHOD AND EFFECT OF ADJUSTMENT.-

15 "(1) TheadjU3tment authorized by subsection (b), 

16 in the amount ascertained as provided.in subsection (d), 

17 if a net increase shall be added to, and if a net decrease 

18 shall be subtracted from, the tax otherwise computed 

19 under this subchapter for the taxable year with respect 

20 to which such inconsistent position is adopted. 

21 "(2) If more than one adjU3tment under this sect~,.,. 

22 is made because more than one inconsistent position -is 

23 adopted .ith respect to 07le taxable year under this sub-

24 chapter, the sePflrate adjU3tments, each an amount ascer-

2.') tained as provided in subsection (d), slwll be o!/yre-
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.1. gated; and the aggregate net increase O'TI decrease shall 

2.· he added to· or subtrMted from the tax otherwi8ecom-

3 . puted under this subchapter for the taxable year, with 

4.respect to .which such incowtent positions are·adopted. 

[) "(3) If all the adjustments und~ this section, made 

6\ ·.on ,account of the adoption of 'an 'incol'lsi8tent position 

,7. or positions with respect. to one taXable year under thi8 

·8 subqhapter, result in an aggregate net increase, the tax 

9 . imposed by this subchapter. shall in no case be less. than 

10 the amount of such aggregate net increase. 

11 "(4) If all the adjustments under this section,made 

12. on (]£Count of the adoption ofaninconsisten' position or 

13 . l)QSitions with respect to a taxable year under this .sub-! 

14: chapte,. (hereinafter in this paragraph called ·the curt 

15 rent ta.'Vable yeflr) ,res'ultin an aggregate net decrease, 

16 mid the amount of such decrease e:rceeds the tal: imposed 

17 by this subchapter (without regard to the provisions 01 

18 this section) for the CU1Tent ta.l;able year, such e:z:cess 

19 shall be subtracted from the taz imposed by this sub--

20 'c/llJpter for each succeeding 'a.-rabk year, bu.& the amount 

.2} .of'the excess &0 be 80 Stlhtracted shall ~ reduced by the 

22 reduction in Caa: for intervening taxable years which ha.t 

23 resulted from the Stlhtraction of such e:z:cess from the taz 

24 imposed for each such year. 

25 U(d) ASCERTAIN. VENT OF AMOUNT OF ADJUSTJlENT.-:-
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1 III cmlllmtiny the amount IIf an ({dj1/..~tment under this sectitm 

2 Ihe.re shall fir,~l be ascertained the amount of the t1lcome 

3 ta:r:e.~ Ill'eviou .• I.'I· determined for each of the prim taxable 

4 !1,!arS fol' II'hich correction i9 prevented. The amount of 

5 "aelt .~uch taT previoll.sly determined for each such taxable 

6 year shan be (1) the tax shown by the taxpayer, or by the 

7 pl'(~d('ceJj,wr, "pon the return for such prior taxable year, 

8 illCTeaged by the amounts pre'l)ioUIIly aIj,ge.s.,ed (or collected 

9 without (J.Ij,~e.ssment) as de{iciencies, and decreased by the 
. 

10 (Im01lnl.9 lJreviottsly abated, credited, refunded, or otherwise 

II repaid in rc..9pect of such tax; or (2) if no amount was shoum 

12 a. the tax by sueh tn.7'payer or such predecessor upon thi 

13 return, or if 110 return llJa.s made by S'lich taxpayer or suck 

14 predecessor, thM the amount.' previou.'41y a98C1lSed (or col-

15 lected u'ilhout a~~e.98ment) (1Jf de{icif'1l.C'ies, but such amountA 

i6 p,'el';01l.s1!1 a!J,~e.'J,'Il'd, or collected wilhout asse.ssment, sholl be 

17 decrea9ed by the amO'll11ts prl'1,iou.'41y abated, cre.dited, re-

18 funded, or otherllJi.se repaid in respect of such tax. There 

19 ,.hall tlLen be ascertained the increa.e or deerease in each such 

20 tn.!' Jrreviously determined for each such year tL·hich results 

21 solel!1 from the treatment of the item co7lSistentl!1 with ~. 

22 treatment accorded such item in the determination of the tax 

23 liability IlIIder tlti .• subchapter. To the mcrea'l(! or decreaJJe 

24: so ascertainrd for each S'lich taz for each such year there shall 

25 be added ;nler(',~1 fhf'Tf'On f'Ompt,ff't/ aif if fhp inr:r('.(L~ or b-
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1 crease constituted a deficiency or all overpayment, as the ca.~e. 

2 may be, for such prior ta.1:able year. Such interest shall be 

3 computed to the fifteenth day of the third month followinf/ the 

4' closc of the excess profits ta;/: ta,rable year with re,qpect tf) 

5 which the determi1lation i.q mad~. Ther~ ,~hall be a,qCl'r/a illI'd 

6 the d·iQerence, between the -a,7flrl'.'late of such increa.qe,~, pll1'< 

7 the interest attributabll' to each, and the armre,7ate of ,q/le" 

8 dccrea,qeR, plu.9 the ill/ere,q/ altri/Illtable to each, and the net 

9 ineren,qf' or deerease .qO a,qceriained shall be the amO.11nt of the 
. 

10 adjustment under thiR ,qr'ction I"ith re.qpect to the irlcmMi,qtenl 

11 treatment of such item. 

12 U(I» INTEREST IN CARE OF' NET INr.nEARE OR 

13 D,WRE.4SE.-

14 "(1) If all adju .. qtmf'nl finder thi.q section rr.Qlllt.q in 

15 a lIf't decrea.qe, or morc than one adjustment r('!mlt..q in all 

16 a:lff/'ef/ate net dt'N'ease, the portion of ,queh lIet deCTea.Qf 

17 or a,'1,'fI'ef/ate lIet decrease, fl., the case may be, s:ubtrartf'd 

18 from tht tax which rl'll1'eSt'nls interest shall be included 

19 ill !JI'(),~q illcome of the taxable year in "'hieh falls il/(-

20 datt 1)f'escrilU'd lor the ptl!/f/U~nt of the tax IIndl''' this 

21 subchapter. 

22 "(2) 11 a" adjll,Q/I11t'tlt under this S('Ction re.~tlts in 

23 " 'If" jllCf'ffl..q(', or more til"" olle adj/lstmffit res/llts in all 

24 tI,7greytllt' fit" illt"f'ffl..~e, the 1)()f'hon of Sllt'lt fil'l tn('f'ffl,'It! 

25 0,. "ogn!}tI'e fil'l inert'tMe, tI.~ the rtlM' fll"!1 IX', ,,.hieh 
• 
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1 represents interest shall be allowed as a deduct'ion in 

2 computing net income for the taxable year in which 

3 falls the date prescribed for the payment of the tax under 

4 this subchapter." 

5 (b) TAXABLE YEARS TO WHICH ApPLIOABLE.-The 

6 amendments made by subsection (a) shall ,apply with resped 

7 to taxable years beginning after December 31, 1939. 

B SEC. (343~ 228. RULES FOR INCOME CREDIT IN CON· 

9 NECTION WITH CERTAIN EX· 

10 CHANGES. 

11 (344* AMENDMENTS 'I'e SUPPLEMENT A. SH[:![:!leHll'nt 

12 A ef Ch8;flteF ~ is RHleflaea te reM 85 fello'Vt's ! 

13 "SapplemeRt A E:lEeess PF6fits Credit Based 8ft IRe6llle 

14 (a) AMENWIE,VTS TO SECTION 740.-Section 740 18 

15 amended to read as follows: 

16 "SEC. 740. DEFINITIONS. 

17 "For the rurpo~es of this Supplement-

18 "(a) ACQUIRING CoRPORATIoN.-The term 'acquiring 

19 corporation' means-

20 " ( 1) A corporation which bas acquired-

21 " (A) substantially all the properties (If another 

22 corporation and the whole or a part of the considera-

23 tion for the transfer of such properties is the transfer 

24 to such other corporation of aD the !tock of aD classes 
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1 (except qualifying shares) of the corporation which 

2 has acquired such properties,. or 

3 " (B) substantially all the properties of another 

4· corporation and the sole consideration for the transfer , 

5 of such properties is the transfer to such other cor-

n poration of voting stock of the corporation which 

7 has acquired such properties, or 

8 "(0) before October 1, 1940, properties :of 

9 another corporation solely as paid-in surplus or' a 

10 contribution to capital in respect of. voting stOCK 

11 owned by such other corporatio~, or . 
• 

12 "(D) substantially all thc properties of a patt;. 

13 lIership in all exchange to which section 112 (oy 

14 (5), or so much of section 112 (c) or (e) as refetl 

15 to section 112 (b) (5), or to which a correspond;.. 

16 ing provision of a prior revenue law, is or was 

17 applicable. 

18 For the purposes of subparagl'll.phs (B) and (0) iD 

19 determining whether such voting stock or such paid-in 

20 surplus or contribution to capital is the sole consideration; 

21 the IIssumption by the Rcquiring corporation of a liability 

22 of the other, or the fnct that property acquired is subject 

23 to n liability, shall be disregarded. Subparagraph (B) 

24 or (0) shall apply only if the corporntion transferring 
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1 sHch properties is forthwith completely lirluiullted in pur-

2 ~lIlln('e of the plan under which the aC'luisition is made, 

3 lind the transaction of which the acquisition is a pllrt hilS 

4 the etIect of a 8ta~tory merger or con.~olidation. 

5 " (2) A corporation which has aerluired property 

6 fl'olll Ilnother corporation in a translletion with respect 

7 10 which gain or loss was not recognized under section 

8 112 (h) (6) of Chapter 1 or a corre~pondiug provision 

9 of Il prior revenue law; 

10 ." (3) A corporation the r('~uJt of a lltatutory merger 

11 of two or more corporations; or 
• 

12 " (4) A ("orporntion the f(~suJt of a statutory r,on-

13 solit1atioll (If two or more corporations. 

14 "(h) CO]l[PONENT ('d:mpORATJON.-Tbe tenn 'compo-

15 lIent rorporation' means--

16 " ( I) In the ra!':e of 1\ transaction d('Scrihed in sub-

17 s('rtioll (11) (I), the corporation which tran~1erred the 

18 assets; 

19 "(2) In the Cllse of a trans:lction described in sub-

20 se(1ion (a) (2), the corporation the property of whi~h 

21 was acquired; 

22 " (3) In the rase of a statntory merger, all corpora-

23 tions merged, except tlte (·orporation resulting from the 

24 merger; or 

25 " (-I) In· the rase of :I stlltntory (·onsoJidation, all 
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l' corporations consolidated, except the corporation result-

2 . ing from the consolidation; or 

s " ( 5 ) In the case of a transaction specified in sub-

4: . section (a) (1) (D), th?'partnership whose properties 

5 . were acquired. 

6 "(c) INCOME OF CERTAIN COMPONENT COIlI'ORA-

'1 TlONS NOT INCJ.lTDEJ).-For the purposes of section 712, 

8 section (345}M+; eM septieR !f4i!. 742, and section 743 ,in 

9 the case of 8 corporation which is a componpnt corporation 

lOin n trammction .descrihed in subsection (a), (346)feP ~ 

11 fHW~ ei pafRJlllting, let' ftfI7 ta?ffihlp ~ hegiJluing ~ 

12 DpP,PfRlIpp 3-1-; HH 1 , HIe PNPPRR ~ts pppdit ei !lHeft ~ 

• _t • • • _t L' i! ]3 IIAnPJlt f'1lt'l19ftlhAJI ep ott ftR &lJlUrmg parJlaftlllAn ott WHIPu 

14 tlif' ftP'1l1irmg PArflAftltiaR ffi !Ittt'ft tftlJlMf'tian iR R&t It ~ 

15 flAnpnt. fI6 IIPf1AIlRt RltttD fit. tttl;PR sf ~ tlf't iRPAIJlt', t'llflital 

16 tlJtliHtm; ep ~ttt1 PPilllt'ti8J1 sf AAffi t'9fRfl8Rt'Rt PAfll8ftttieP 

17 Ilt'fAFt' AAffi tftlRMt'ti8R, ep sf tftt. Rf't iRt'9R1P, t'tlflital additiAB 

18 ep t'lIflitAI Pt'illlt'ti9J1 Dt'fart' snffi tFoBMl'liAB, ei Hs t'AfRJlABt'nt 

19 PflFfHlftl.tieJls ffi ~ tftluSIlt'tiAB ht'fel'(' Sflt'h trnRsllt'ti8B. 

20 U(1) Except CUI protlided in paragraph (2), for 

21 the JIl''1lOSto. of romputing, for any taxable year begin-

22 fli"g afln Dec,,,,,.btr 31, 1911, the tm"ess profits ",edit 

2.11 of SUM COtll[lOJlfml rorporatictn or of an acquiring c0r-

M parafion of 'rhich' 1M acquiring rorporation in .'fII~h 

25 trtrn.~ac'iOfi ;$ flol a roR/ponn'f, t':N'f"[Itin fhl' al'1liico-
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tion of sections 713 (f) and 742 (h) (other than, the 

limitation on the amount of average base period net 

: income or Supplement A average base period net 

income, as the case may be, determined thereunder), no 

account shall be taken of the excess profits net income 

of such component corporation for any period before 

the day after such transaction, or of the excess profits 

net income for any period before the day after such 

transaction of its component corporations in any trans

action before such transaction, and no account shall bl! 

taken of the capital addition or capital reduction (If 

such component corporation either immediately before 

such transaction or for a1/y IlTior period, or of the 

capital addition or capital reduction either immediatel,'I 

before such transaction or for any IJ1'ior period of its 

component corporations in anll transaction before stich 

transaction. 

"(2) In case slIch transaction occurred in a taxable 

year of SlIch component corporation beginning after 

December 31, 1941, for the purpose of computing t~ 

excess p1'Ofit.~ credit of such component corporation f~ 

such taxable .'Iear, the amount of its average base period 

net income 01' Supplement A average base period ~ 

income, as the case may be, shaU be limited to an amounf 

u'hich bears the same ratio to such average base period 
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rletincome or Supplement A' average base period 'liet 

income, (~~ the ('(1M may be (computed without regard 

f,o thi.~ pm'agTaphblltwith the application 'of paragraph 

. (1) in case ofa pi-io·r I transaction described in subsdc-
• 

tion (a) with respect to such, cumponent corporation 

or a component corporation thereof), . as the number of 

·days in such ta:xable year before the day after such 

transactwn bears to the total number of days in such 

ta:xable year. 

10, [i'Of' the purposes of section 742, in the case of a corporatioit 

11 which is a component corpol'ation in a transaction described 

12 in subsection (a), in computing for any taxable year the 

13 Supplement A aVcra!Ie base period net income of the acquiring 

14 corporation in such transaction or of a corl/oration of which 

15 surA acquirillg CIJT11flT!ltion be.com~s a comPQfU'fU oorporatum, 

16 nO acedllllt shall be t.aken of the excess profits net income Of 

17 such component (wporation for any period beginning with 

18 the day after BUch transaction. 

19, (347)" {d) R1Lf1H filmeD. lB ~ e88e ei .. t6Kfltl~'er wtiieh 

20 is tHt BellaH-lug eUl'I'tll'fttitlli ~ httse flt'Fied sltttIllle-; 

21 !!fl+ If Ute ftl:lt is heiHg etlftlflat.ed f6f &By tH&hle 

22 ~ eegitming Ht 19 19, ~ reAr eight lBeB~9' }lFeeed. 

23 iBg t.he hegiBlliBg at!!lteft lHIlhle ye&!'i ep 

24 !!..f.l)- If Ute ti is heiBg eelBflat.ed f6f &BY ltiiihle 

25 ~ 1:It'ginuing ttHt>tt Dt't't'llIb~F &l, 1919, tlfttl hereR' 



1 J!lllliliry 1-; 11:112, ~ ffiFty ~ight IIItlll~hl:l I'f~t'~tlitlg 

2 wlmt ..... tlllltl httTe lIeea ~ fit'I!t ttHtlihle ~ b~gillllilig itt 

3 1949 if it l!ttd Imd It ttittJ.1le ~ brgiuning itt .J..9.W tift 

4 the tlttte tift ..... hies the tlMfttlJle yettf' ffip whit's the tIi* it! 
• 

5 tIring etllllpllted hegttB; 6l' 

6 (d) In the caSe of a taxpayer which -is aft acquiring 

7 corporation tlI.e bW3e ptTiod shall be the four calcndar years 

8 1936 to 1339, both inclusive, except that, if the taxpayer 

9 bccame an acquiring corporation prior to Sepu'Inber 1, 1940, 

10 the base period shall be the same. as that applicable to its firlJt 

11 taxable year ending -in 1941. 

12 "(3) If the tax is being computed for imy taxablp 

13 year beginning after December 31, 1941, the four cal-

14 endar years 1936 to 1939, both inclusive. 

15 "(e) BASE PIDuOD YEABs.-In the CIlSe of a taxpay~r 

16 which is an acquiring corporation its base period years shall 

17 be the four successive twelve-month periods beginning 011 tI". 

18 same date as the beginning of its base period. ,.,&. 

19 "(f) EXISTENCE OF' ACQUIRING CoRPORATION.:::;"".,. 

20 the pnrptlSes of section 712 (a), if any component corpora~ 

21 tion of thetaxpaycr was in existence before January r. 

22 1940, the taxpayer shall be considered -to have been in 

23 existence before such date. 

24 •• (g) CoMPONEXT _CoRPORATIONS OF CoMPONENT 

25 CORPORATIoxs.-If a corporation is a component corpora-



1 tion of an acquiring. corporation, undor subsection (b) or 

2 under this subsection, it shall. (except for. the purposes of 

3 80ctilln (348)+4-1- 742 (d) (1) llud(2) tUid scction 

4 (:349)+42 743 (a) (1), (2), and (3») also beacom-

5 POllout corporation of the corporation of which such aC(luU'mg 

6 corporation ill a componont corporation. 

7 "(h) SOLE PUOPRIETORSlIIP.-. For the purposcs of sec

S tions 740 (a) (1) (Q), 740 (b) (5), and (350)Ul 

9 74:2 (g), 11 busincss ownod by a .solc proprictonJlup shull be 

10 cOllsidcred a partnership." 

11 (il51)(b) llEI%IL OP SEG7'LON 741 (a).-S~ctiun 741 (aJ 

12 is repealed. 

13 (352)(c) AJlE.',m.IlE.\'7'S TO SEGTLO!V 742.-8ectiull 742 ;" 

14 amcllded to read as follows: 

15 "SEC. (35:3)m 742. SUPPLEMENT A AVERAGE -nASE PE· 

16 RIOD NET INCOME. 

17 "In the case of a taxpnyer which is nn acquiring corpora-

18 tiOl1, its nvcrngc base period net income (for the purpose of 

19 the credit computed undcr section 713) shall be the amount 

20 computed under srction 713 or the amount of its Supplement 

21 A ftVl'rage bnse llt'riod net inrome, whichevt'r is the greatrr . . 
22 The Supplement A average base period I1Ct income shull bt· 

23 the amount computed witllollt rcgnrd to subsection (It) of-

24 this scetion or l'lIIllPlltl'4 under subsection (h) of this section; 
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1 whichever is the greater. The Supplement A average ba~I' 

2 period net income shall be computed as follows: 

3 " (a) By ascertaining with respect to each of itR bl18e 

4 period years-

5 " ( 1) The amount of its and each of its component 

6 corporation's excess profits net income for each of its 

7 and such component corporation's taxable years begin-

8 ning with or within such base period year; or, in the case 

9 of each such taxable year of the taxpayer or of such com-

10 ponent corporation, as the case may be, in which the 

11 deductions plus the credit for dividends received and the 

12 credit provided in section 26 (a) (relating to interest 

13 on certain obligations of the United States and its in-

14 ~trumentalities) exceeded the gross income, the amount 

15 of such excess; 

16 "(2) (A) The aggregate of the amonnts of ex-

17 cess profits net income ascertained under paragraph (1) ; 

18 (B) the aggregate of the excesses ascertained under 

19 paragraph (1); and (0) the difference between the 

20 aggregates found under clause (A) and clause. (B). 

21 If the aggregate ascertained under clause (A) is greater 

22 than the aggregate ascertained under clause (B), the 

.23 difference shall for the purposes of subsection (b) be 

24 designated a 'plus amount', and if the aggregate ascer-

25 tained under clause (B) is greater than the aggregate 



-417 

t .fulUId undel~. cluuse LA). ;the 4ifference IIhall .for the 

2 purposes of subsection (b) be designated, ,a. 'minus 

3 amollnt'. 

4· If, in .the case of the taxpayer or any component corpora-

5 tion of the taxpayer, one and ,only one taxable year of the 

6 taxpayer or such ('umponent corporation, as the case may 

7 he, begins'with o~ within such base period year and such t1U

a. ,able year is less thlll1 twelve months, th.,e amount of. the excess 

9 profits net income. or the amount of such excess of. deduc-. . 

10. t.ions plus the c.rrtlit for dividends received and the credit 

. ll,provided in section 26 (a) (re~ating to interest on certain 

la obligations of the rnited States and its instrumentalities) o:ver 

13 gross income, as the case may be,. for such taxable year, shall 

14 be placed on an annual basis in the same manner as is pro-

15 vided in section 711 (a) (3). If more than one tax:able ytlIIl' 

16 of the taxpayer or such component corporation, as the case 

17 IIIlly be, begins with or within such base period year, the Ilg-

18 gn'gate of the amounts of excess profits net· income minus thE' 

19a9:~rl'gl\le of the excesst·s of deductions plus the credit for divi-

20 d('nds rrceived and the credit pro,;ded in section 26 (8.) 

21 (reluting to iuterrst on certain obligations of the United States 

22 and its instrumentalities) over gross income, or the aggregate 

23 of such eXl'esses minus the ag."aregate of the amounts of exCt'SIi 

24 . profits net inl'Ome, 8S the case may be, for 811<'h taxa hIt, ,Yt'llfS 

H. R. 7378 27 
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1 shall be (354 }lllaeed 6ft ftft 1lB:B:HM bttsis ~ tli'litling ~ Ute 

2 ttggf'eg'll>te ei Ute B:ttmBeF ei dRys Ht SHeft HlxaMe yeftflI ttB:tl 

3 H1HltiplyiHg lIy three hHHdred IlfHi Bix~' Bye adjusted to such 

4 extent as the Commissioner, under regulations prescribed 

5 by him with the approval of the Secretary, prescribes as 

6 necessary in order that such base IJeriod year shall reflect 

7 income for a period of twelve months. For the purposes 

8 of this section, a taxable year of a component corporation 

9 beginning within the base period which also begins with 

10 or within the taxable year of the acquiring corporation in 

11 which the acquisition occurred, or which also begins with Or 

12 within the same base period year with which or within which 

13 began such taxable year of the acquirin!J corporation, shall 

14 be considered a taxable year of the acquiring corporatidn, 

15 and such taxable year shall be considered to have begun in 

16 the base period year with which or within which such taxable 

17 year of the acquiring corporation be!Jan. 

18 " (b) By adding the plus amounts ascertained under sub-

19 section (a) (2) for each year of the base period; and 

20 (355~ BH:htmetiHg fr6fB sueh SIHH; if fep !we eF fB6fe yetIft 

21 
I 

ei the hase lleried there was ft mHtHS ftHl9HHt, Ute !lfHB ei the 

22 mHtHS ftmeH:B:~, e'KelHdiHg the gret!lest. 

23 "(1) If the tax under this subchapter is being corn-

U puled for a taxable year not beginning 'after Decemher 

25 31, 1941, by subtracting from such sum, if for 'two 'or" 
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1 more years of the basis period 'there wlUIa mt'nus amount, 

2 the sum of the minus amounts, excluding the greatest,. or 

3 " (2 ) If the tax under this subchapter is being com-

4' puted for a taxable year beginning after December $1, 

5 1941,' by subtracting from such sum the sum of the minus 

6 amounts. If the amount used under the preceding sen-

7 tence for the lowest year is less than 75 per centum of the 

8 sum of the plus amounts reduced by the sum of the minus 

9 amounts for the other years in the base period divided 

10 by three, the amount which shall be used for such lowest 

11 year shall be 75 per centum of the amount last ascer-

12 tained. 

13 .. (c) By dividing the amount ascertained under subse6-

14 tion (b) by four. 

15 " (d) In no case shall the average base period n"et income 

16 be less than zero. In the case of a taxpayer which becomes 

17 au acquiring corporation in any taxable year beginning after 

18 December 31, 1939, if. on S('ptember 11, 1940, and at all 

19 times until the taxpaye.r became an acquiring corporation-

20 " (1) the taxpayer owned not less than 75 per 

21 centum of each class of stock of each of the qualified 

22 component corporations involved in the transaction in 

23 which the taxpayer became an acquiring corporation; or 

24 .. (2) one of the qualified component corporations 

25 involved in the transaction owned not less than 75 Per 
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1 centum of each clagS of ~"l('k of tlie tllxpayer, llIul of ('nch 

2 of the other qualifh'!1 compollrllt corporatiolls involved 

3 in the transaction, 

4 the average base perioll net income of the taxpayer shall not 

5 be1ess than (A) the average base p('riod net income of that 

G (Inc of its qualified component corporations involved in til(' 

7 transactioll the avernge base period nft income of which is 

8 gn'atest, or (B) the average base Jleriod lIet income of the 

9 taxpayer computrd without regard to tlie bage period net 

10 illcoIlle (If any of its qUlllified COUl}JOllcnt corporations in

n "olved in the transaetiolJ. As used in this subsection, the 

12 tenn 'Ijualified cOUlpollent corporation' means II component 

13 corporation which was in existence on the date of the begin

J,4 ning of the taxpayer's base period. 

15 ." (e) For the purpo~es of subsection (a) (1) IIf dlis 

16 section-

17 "(1) If neither the taxpayrr corporation nor any 

18 of its component corporations was actually in exi.-;trncq 

19 on December 31, 1936, the excess profits net income 

20' of each such corporation (356) (t'?ieej,t It CU'l'tJftttifm 

21 which hl't'tlRll' It etJRl}ltJflefit tfl'l'8rllti6ft ftf tttt ttt'fluiring 

22 tflfJl8F11titm ht>fert. the hegilt.l)iRg &f the ftefluiring t6fJl6 

23 m.ti8B's fiMtft..H,hle yt'ttJ' which IIt'gRR itt ~}- for 

24 each base period year at DO time during which any of 

25 such corporations was actually in cxi:stcnce, 8ball 
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1 (357)( e;l'cept in the case of a'col'poratioitwhicli became 

2 a component corporation of its dcquitinrl corporation 

3 before the lJeginning of the acquiring corporation's first 

4: tn:rnble year which began in 1.940) he an amount equnl 

5 to 8 p!'r Cl'ntum of the excess of-

6 "(A) (:358)in the case of any such corporation 

7 to which paragraph (2) i~ not applicable, tIle daily 

8 invested capital of such corporation for the first 

9 day of its first ta."l:able 'year nndE'l' this subchapter 

10 beginning in 1940 (359)p1as; ift ease il; heeame, itt 

11 stteh fiM tSlI:llhle yt'IH' fflH 6ft tl: flay itt fIftY ethel' stteh 

12 E'Afllflmtieft's tllll:llhlE' ~ bE'~Rftiftg itt 1939, 8ft 

13 lIefjUiFing I'AfpoFlltiAII witft FE'Rpel't te SItffl ~ eep.. 

14 fl6ffttiUfl, ~ ~ iftYE'stE'd earitnl ef sueB ethefo 

15 effl'fl6FMteft fap !IttI'h tln;Y; over 

16 IC (B) an amount equal to the same percentage 

17 of sueh dnily invested capital as would be applicahl~ 

18 uuder section 720 in reduction of the average in-

19 yt'stcd c~lpital of such corporation for the lIlst tax-

20 lIhlr Yl'nr bl-gillning in 1939 if such section had been 

21 npplicable to such year (computed as if the admis-

22 ~blc and inadmi~ble assets of any other such cor-

23 porntion ,,;th respect to which it became, in such 

24 Inxahle yE'nr. an acquiring corporation, lilld herB 

21) . Iwld by it) . 
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1 (360)"(2) In case the transaction by which a corpora-

2 tion became a component corporation of its acquiring 

3 corporation occurred in the last ta:xable year of such 

4 component corporation beginning in 1939 but on a day 

5 in a ta:xable year of such acquiring corporation begin-

6 ning in 1940, the excess profits net income of such com-

7 ponent corporation for each base period year described 

8 in paragraph (1) shall be an amount equal to 8 per 

9 centum of the excess ot-

10 "(A) the daily invested capital of such com-

11 ponent corporation for BUch day, over 

12 " (B) an amount equal to the same percentage 

13 of such daily invested capital as would be applicable . 

14 under section 720 in reduction of the averafle invested, 

15 capital of such component corporation for the twelve-

16 month period endi~g with the preceding day if such 

17 twelve-month period constituted a taxable year and 

18 such section had been applicable to BUch taxable, 

19 year. 

20 "(361)f.!t (3) In case any c;orporation described 

21 in paragraph (1) owned stock in any other such corpOI"8t-

22 tion on the first day of such owning corporation's first 

23 taxable year under this subchapter beginning in 1940, 

24: (362)its ftftd SHeh ~ e6Fj1afftti6B's e!feer..s prefits ~ 

25 meeme fep eaeh bttse periad ~ deseribed tit pll;Ftlgmph 
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1 -fIt sfta,lJ be EletermiBeEl in aeeeMlbRee with regtHatieBs 

2 llresel'iaeEllly the ~ffiffiissiener _ the al'llreval: eI the 

3 Seeretary the amounts computed under subparagraphs 

4 (A) and (B) of paragraphs (1) and (2) wit41'espect 

5 to such corporations shall be adjusted, under regulations 

6 prescribed by the Commissioner with the approval of 

7 the Secretary, to such extent as may be necessary to 

8 prevent the excess profits net income of such corporations 

9 for th.P. base period years described in paragraph (1): 

10 from reflecting money or property having been paid in. 

n by either of. such corporations to the other. for stock or 

12 as paid-in surplus or as a contribution to capital, 01' 

13 from reflecting stock of either having been paid in for 

14 stock of tlte other or as paid-in surplus or as a 

15 contribution to capital. For the purposes of this paro--

16 graph, stock in either such corporation which has in the 

17 hands of the oilier corporation a basis determined with 

18 reference to the basis of stock prfmiously acquired b!1 the 

19 issuallce of such other corporation's own stock shall be 

20 det'flled to hat'e been paid in for the Block of such otluT 

21 corporation. 

22 "(363Wt- (4) In determining whether, for any 

23 taxable ye8l', the deductions plus the credit for dividends 

24 received and the credit provided in section 26 (8) (nr 

25 mtillg to intt"rest on certain obligations of the United 
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1 States and its instrumentalities) excel·ded the gros~ in· 

2 come, and in determining the amonnt of such excess, the 

3 adjustments pnH'ided in se('tion 711 (b) (I) slmH be 

4 made. 

5 "(f) (1) If, after Decembcr 31, 1935-

6 " (A) the taxpayer acquired stock in another 

7 corporation, and thereafter such other corporation 

8 became a component corporation of the taxpayer, or 

9 "(B) a corporation ,(hereinafter called "first 

10 corporation') aC(luired stock in another corporation 

11 (hereinafter called 'second corporation'). and there- . 

12 -after the first and second corporations became com- . 

13 ponent corporations of the taxpayer, 

H then to the extent that the consid(·ration for lIuch acquisition· 

15. was not the issuance of the taxpayer's or first corporation's, 

16 as the case may be. own stock, the'Supplement A average 

17 base period net income of tbe taxpayer shall be reduced, and 

18 the- transferred capital addition and reduction adjlL~ted, in 

19 respect of the income and capital addition and reduction of 

20 the corporation whose stock was so acquired and in respect 

21 of the income and capital addition and reduction of any other 

22 corporation which at the time of slIeh acqui!!ition was con-

23 nected directly or indirectly through stock ownership with 

24 the corporation whose stock was so acquired and whi('h 

25 thereafter became a componcnt corporation of the taxpayer, 
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l' in such amounts IIlId in such manner as shall be determined 

2 in' accordance with regulations prescribed by the 'Commis-

3 'SiO[lrf with the approyal Df the Secretary. ;(364)Fortlie 

4 111l1'Jlo.~e., of thi~ tJara!JralITi, slock which fWB, in the hands of 

!i Ihe la.rf/II.'II'I' or fir.~l rOJ'1lorafion, 'l'I.~the c(J.~e may l)e, a baB;S 

G (/e/t'1'1IIil/('d !"ith ;'e/(,1'(,II('e to theb(/..~is of stock ll1'eviolls1y 

7 aClJuired by Ihe i.~.~lIance of the taxpayer's or first corzjorrt-

8 "i(j,{.~,· as the' cn.qe 1llay be, own stock, shaW be considered as 

9, TWI,jntl bl'en' acquired in considerat'ion of the issuance of the 

10 ta;/'payer'.~ or fir.~t corporation's, as the case may be, own 

11 .~f{)ck: 

12 "(2} If during the taxable year for which tax is com-

13' 'puted \lnd~r this subchapter the taxpayer acquires assets iTl~ 

1-1 a trnnsnction which constitutes it an acquiring corporation,' 
-

15 ,. the Illllnllnt includible under subsection (a). attributable to' 

16 sUM. transaction, shall be limited to an al110llnt which bears 

17. ~he same ratio to the amount eomputed without regard to this 

18 slIb:,:ection as the number of days in the taiable year after 

19 snch transaction bears to the total number of days in such 

20 taxable year. 

21 "(g) In the case of a partnership which is aeomponent 

22 corporation by virtue of section 740 (b) (5), the compu-

23 lations required by this Supplement shall be made, under· 

24 rules and regulations prescribM by the Commissioner with 

25 the' apprO\-al of the St'ert'tnry, as if such partnl'rs~iph8d· 
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1 been a corporation. For the purpose of such computations, 

2 in making the adjustment for income taxes required by 

3 section 711 (b) ( 1 ) (A), the partnership 80 regarded as 

4 a corporation shall be considered as having distributed all its 

. 5 net income as a dividend. 

6 "(h) INCREASED EARNINGS IN LAsT IlALF OF BASE 

7 PERIOD.-

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24: 

25 

" (1) GENERAL RULE.-The Supplement A average 

base period net income determined under this subsection 

shall be computed by ascertaining for each half of the 

base period the sum of the plus amounts determined 

under subsection (a) reduced if for any year in such 

half a minus amount was determined by the minus 

amount for such year. If the amount ascertained for the 

second half exceeds the amount ascertained for the first 

half, the Supplement A average base period net income 

shall be the sum, divided by two, of the amount so ~ 

certained for the second half plus one-half· of such ex

cess, except that it shall not exceed the largest plus 

amount determined under subsection (a) with respect 

to any base period year. 

"(2) LnnTATIO~ OY AMOUNT INCLUDIBLE FOB 

CERTAIN TAXABLE YEARS ENDIliQ AFTER MAY 31, 

1940.-For the purposes of this subsection the excess. 

nrofits net income of any corooration for any taxable 
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1 year beginning in 1939 and ending after May 31, 194Q, 

2' shall in no case exceed an amount computed as Iollow~-, 

3 "(A) By reducing the excess profits net income 

4 by an amount which bears the same ratio thereto as 

5 the number of months after :May 31, 1940, bears to 

6 the total number of months in such taxable year; and 

7 " (B) By adding to the amount ascertained un"' 

8 der subparagraph (A) an amount which bears the 

9 same ratio to the excess profits net income tor thCl 

10 lust preceding taxable year as such number of months 

11 after May 31, 1940, bears to the number of monthR· 

12 in such preceding year. The amount added under, 

13 this subparagraph shall not exc<'ed the amount of thfl. 

14 excess profits net income for such last preceding: 

15 taxable year. 

16 "(0) If the numher of months in such preced-

17 iug taxable y<'ar is less than such number of months 

18 after }lay 31, 1940, by adding to the amount aseer-

19 tained nuder subparagraph (B) an amount which 

20 bears the same ratio to tlll' <,xeess profits net income 

21 for the secontl pr<,ccding laxn ble y<'ar as the excess 

22 of such number of months after May 31, 1940, over 

23 the number of months in such preceding taxable year 

24 bears to the nuniber of months in such second preeed-

25 ing tuable year." 
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1 (365)(d) AMENDMENTS TO SECTION 74.'1.-8rdioll 7-1!J i.~ 

2 amended to read as follows: 

3 "SEC. (366)ua 74.3. NET CAPITAL CHANGES. 

4 "(n) TAXPAYEU USINO TIlls SUPI'LI·;MlmT.-For IIII' 

5 pu\'po~es of section 7]2 (gJ. if the trnn~a('ti(in wllieh rCHI-

6 stitutes the taxpayer an accruil'illg corpomtion oecur~ in II 

7 taxable ,veal' of the taxpayer which begins after DecemJ,(,,. 

8 31, 1939, and the taxpayer's average base period net incoml' 

9 is computed under section (367)+4+ 74,'!, the following 

10· rules shall apply in computing the daily capital addition and 

11 reduction of the taxpayer for each day after snch transaction: 

12 " (1) The transferred capital addition or reduction 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

of the component corporation shall be treated as if it 

were a capital addition or reduction, as the r,ase may 

be, of the taxpayer. 

"(2) The transferred capital addition of the com

ponent corporation shall be its daily capital addition 

as of the time immediately before the transaetion (com

puted under section 712 (g). but withont regard tn il~ 

rrduction under the fourth sentence of paragraph (3) 

on account of excluded capital, but with the application 

of parn!,'Taph (6) of this subsection). 

"(3) The transferred ('apital redu(1ion of the com

ponent corporation shall be its daily capital reduction 

as of tbe time immediatdy "rfure tb" tr;lfI~artioJJ (rnnl-
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1, puted under section 713. (g) but with the application of 

2 paragraph (7) of this subsection). 

3 "(4) In computing the daily capital addition of the 

4 taxpayer, money or property paid in to the taxpayer by 

5 . any of its component corporations, and property con-

6 sisting of stock in any such component corporation paid 

7 ·.in by shal'eholden! of such component corporation. shall . 
8 be disregarded. 

9 " (5) In computing the daily capita\ reduction Q( 

10 the 'taxpayer, distributions by the taxpayer to any of its 

11 component corporations not out of earnings and profits 

12 shall be disregarded. 

13 "(6) In computing the transferred capital addition 

14 of the component corporation, money or property paid 

15 in to such component corporation by the taxpayer or any 

16 other component corporation and property consisting of 

17 stol~k in the taxpayer or any other component rorpora-

18 tion paid in by shareholders of the taxpayer or other 

19 component corporation, shall be disregarded. 

20 .. (7) In computing the transferred capital reduetioll 

21 of the eomponcnt corporation, distributions by snch com-

22 ponent corporation to the taxpayer or any other com-

23 penent corporation shall be disregarded. 

24 .. (8) The daily capital addition of the taxpayer to 

25 which any amount is added under })IU"Ilg1'sph (1) shall 
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'1 be the amount thereof computed before its reduction 

2 under the fourth sentence of section 713 (g) on account 

3 of excluded capital. 

4 " (b) RULE WHERE ACQUIRING CORPORATION Is 

5 COMPONENT OF TAXPAYER.-In cases where an acquiring 

6 corporation is a component of the taxpayer, and the trans-

7 action which constitutes such corporation an acquiring cor-

8 poration occurs in a taxable year of such corporation which 

9 begins after December 31, 1939, for the purpose of determin-

10 ing the daily capital addition or reduction of the taxpayer 

11 the above rules shall be applied in a similar manner to 

12 detenriine the daily capital addition or reduction of such 

13 acquiring corporation for each day after such transaction. 

14 (368)"SEC.!f4& FOREIGN CORPORATIONS. 

15 ~ tefffi 'eeftlSF8:USB' 8:S tiSe4 iB this SUflfllemeBi eees_ 
16 Bet include 8: fSleigH esrpsmusB." 

17 (369~ (e) AMENDMENTS TO EXCESS PROFITS TAX 

18 MAnE NECESSARY BY AMENDMEYTS TO SUPPLEMENT A;-

19 ( 1) CROSS REFERE!'cE.-Sec1ion 712 (relating to 

20 

21 

22 

allowance of excess profits credit) is amended by insert~ 

ing at the end thereof the following new subse(:tion: 

"(d) SPECIAL RULE IN Cm.NECTION WITH CERTAIN 

23 REoRGANIZATIONs.-For the existence of taxpayer through 

24 component corpomtion, see section 740 (f)." 

25 .12\ TECHNICAL AXE~~~IENT.-Section 713 (a) 
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1 ( 1 ) (A) (relatillg to Ilmount of credit for income 

2 method) is amended to rClldas follows:. 

3 " (A) 95 per centum of the average base period 

4 net income,". 

5 (370* (f) TAXABLE YEABS TO WmeR AMENDMENTS 

6 ApPLIOABLE.-The amendments made by this section shall . 

7 be applicable only to the computation of the 'tax for taxable 

8 years beginning after December 31, 1941, except that 

9 (371)(1) the last sentence of section 740 (c), as' added by 

10 subsection (a) of this section shall be applicable to the compu-

11 tation of the ta.'!! for all taxable years beginning after Decem-

12 ber 31,1939, and (2) if a taxpayer, within the time and in 
, 

13 the manner and subject to such regulations as the Commis-

14 sioner with the approval of the Secretary prescribes, elects to 

15 have such amendments (except those which by their terins 

16 are limited to taxable years begiuning after December 31, 

17 1941(372), and except that referred to in clause (1)) apply 

18 retroactively to all taxable years of the taxpayer beginning 

19 after December 31, 1939, such nmendments shall (373)also 

20 be applicable (374)10 the COfIJJtlltaiioll of the tax for taxable 

21 years beginning aftff' December 31, 1939. 

22 (375~:w;. .WEN»MENTS !J:O SUPPLEMENT B-

23 +* TmuEei:Ar:naN eP &'''PPf.d3MEN'l' B. SlIl'l'leHleBt 

24 B eI Che.1'~et' BE (pelMiBg te highest hfftelid &lBauB' eBd 
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1 ffiTesteti ('apital) slttHl ft6t, Ilpply ~ fttt;¥' Itmallle yetlf llegiR 

2 ttffig after -Pet'emiJer 3l, 1911. 

3 141- REPi:.\L f)¥ gBC'ffON 751. St'f,tieR -7fH. (Felating 

4 te tie{eRnillatiell ef pl'epeFt~ f*tid ttl; elf',; Ht eeFtlliB eases) is 

5 Ft'pealetl Il5 ef tl!e 4tt.e ef its ~IHent, 

6 (376)SEC, 229. TERllflNATION OF SUPPLEMENT B. 

7 (a) RE7'/W.1CTIVE REPEAL OF SECTION 752.-

8 (1) Sectioll 7:;.2 (relal'ill!! to highest bracket 

9 allWullt) i.~ repealed as of the (If/Ie of enactmmd of 

10 the Second Revenue Act of 1!J4(). 

11 (2) Bection 710 (a) (2) (rdatinfJ to application 

12 of hillhistbrackct amount in computinfl tax) is repealed 

13 08 of the date' of enactment of the Second Revenue Act 

14 of 1940. 

15 (b) Secti01l3 750 and 751 (relating to determination 

16 of property paid in, etc., in certain ca.~es) shall not apply 

17 with respect to any ta.mble year beginlliJlfl affer December 

18 31,1941. 

19 SEC. (377)m 230. INVESTED CAPITAL IN CONNECTIO~ 

20 WITH CERTAIN EXCHANGES AND 

21 LIQUIDATIONS. 

22 (a) EXCHAXGF$ AND LIQlTIDATroxS.-CluJptcr 2E 

23 is amended by il)Scrting at the end tli('reof t1n~ following new 

24 Supplement: 
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1 . "Supplement C-Invested Capital in Connection With 

2 Certain Exchanges and Liquidations. I . 

·3 "SEC. 760. EXCHANGES. 

4 (378)" (&) DEPINII£IONS. Fer the parpese ef this seetiel'!; 

5 !!..flt EXOHANOFl.· The feFffi 'elfetiR'Hge' meaas 11ft 

6 eXeB:R'Hge, te vdlidl seetieB Hi! ~ -f3t; -f4h 6F ~ 6F 

7 Be mlleh ef seetieB Hi! -(eh i6h 6l' -(it. ftt! refers te 

8 seetieB Hi! ~ -f3t; #H 6F *' 6F te wltieh III ear-

9 FeBJ.leBamg previsisB ef III pFieP re'i'eBIle -lftw; is 6F W8:S 

10 8pplieable, fiy eoo eeFJ.leF8tieft ef He prepeI t;s: wheDy. 6F 

11 iB: ~ f6F s*eelr 6F seetU'ities ef Rftether eeFJ.leF8tieB; til' 

12 a. tFftflsfer ef pFeper~·l3y eoo eeFJ.lemtieB .te eether ear-
13 peF8tieB elter DeeeIBller 3t-; lIH7,the 6asis ef whieh 

14 ift the haBas ef 8Ileh ether eeFJ.leF8tieB is til' WftS aeter 

15 miBea \Hiaer seetieB H3 -{at -tSt. ~ 6F weala hiwe 

16 heeD Be aetermiBea hatl SIleft seetieB beeB iB eiIeet. 

17 !!..f2t TILU,SFDRFlFl UPON' :A:N' 'Ex:eHANOE. The 

18 term 'tr8BS~eFee epeBllB exehaBge' mellBB fII e6FJ.l6F8tieB 

19 whieh epeBllB exehaB:ge eelJ:tiires flP6fletty iB elfetillflge, 

20 whelly 6l' iB fI8i't; f6F its s*eelr 6F seetU'ities, 6F whieh 

21 8elJtiires fJP6fJerty frem eether e6FJ.l6F8ti8B after ne-
22 eeBlher 3t-; 1917, ~ 00sis ef whieh iB: its )wuls is.flll 

23 W8B tletemtiBea &Baer seeti6B H3 -{at -{8}- iBh'. f)P 

n.R.7378 28 
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1 watHa htwe eeeft 56 aeteFffiiRea BOO ettelt seetieB ltee& itt 

2 \ . e1ieet. 

3 "(a) DEFINITIONS, ETC.-For fiLe purposes of thia 

4 section-

5 "(1) 'EXCH.4NOE', 'TRANSFEROK, AND 'TRANS-

6 FEREE' .-. The term 'exchange' mea1l8 a tra1l8action by 

7 which one corporation (hereinafter called 'tra1l8feree') re-

8, ceives property of anQther corporation (hereinafter called 

9 'transferor') and the basia of fiLe property received, in 

10 the hands of the transferee, for the purposes of section 

11 718 (a) is determined by reference to the basis in the 

12 ha~ of the tra1l8feror. 

13 "(2) DETERMINATION OF BASIS OF PROPERTY 

14 RECEIVED.-The basia, in the hands of the transferee, of 

15 the property of the transferor received by the transferee 

16 upon the exchange shall be determined in accordance with 

17 section 718 (a). 

18 " (b) RULE.-In the application of section 718 (a) to 

19 a transferee upon an exchange in determining the amount 

20 paid in for stock of the transferee, or as paid-in surplus or as 

- 21 a contribution to capital of the transferee, in connection with 

22 such exchange, only an amount shall be deemed to have been 

23 so paid in equal to the excess of the basis (379){faf aetel' 

2! JBiBiag less)- in the hands of the transferee of the property of 
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1 the transferor received by the tralisfefee upon the exchange 

2 ov.er the sum of"'-' " ., - -, 

3 .. (1) The llmount of any' liability-Of; the :transfetor 

4 'assumed upon the exchange .and of any liability subj~ct 

5 to which such property' was so received, plus 

6 " (2 )'The amount of an)' liability-of the transferee 

7 . (not arising out of any liability :described in paragraph 

8 (1)) constituting considcrationfor the property so 

9 received, plus 

10 " (3) The aggregate of the amount of any morleY 

11 and the fair market value of any other property (9tJ:iJr 

12 than such stock and other than property described ~ 

13 paragraphs (1) and (2» transferred to the transfeiot. 

14 "(c) REDUCTION IN DAILY INVESTED CAPITAL ....... 'fu 

15 the application of section 7i 7 to a transferee upon an ei-

16 ('hange, the daily invested capital for any day after such 

17 c':tehange shall be reduced by an amount equal to the amoiuit 

18 hy which the sum of the amounts specified in paragrap]\~ 

19 (1), (2), and (3) of subsection (b) exceeds the basis 

20 (380)tlap aetel'ftliuil!g less)- in the hands of the transferee of 
21 the property of the transferor received upon the exchange. 

22 (381 )'!8E~ mo- TRi'Ns,u:'J!Io'NS IN LIQUID.·.'J!ION. 

23 ~ I>f;pRH'I'I9N ep ~{,I1U'l'l...3f(] TBANS:!:C'H9N. 

2! As ~ 1ft' ~ sce1181!; ~ tefm 'littltidft~g &aBsfteH91'1' 

-25 !BeMIS! 
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1 !!flt ~ eemplete tifll:tidRtiea ef &::Bether eeflleFft: 

2 aoo aader seetiea .J..t.g -fIt -{Gt er the eerrespeadffig 

3 pre';isiea ef tI: prier revealle law; er 

4 ~ l%e liqaidatiea ef &::Bether eefllefRtiea, er & 

5 tfRBsaetiea hayiBg the ~ ef tifll:tidatiBg tit whele er 

6 tit JIIffi; S6ffie er alI ef the steeIr ef &::Bether eerpefRtiea 

7 "(A) if gaiH er less tit wltele er tit JIIift is ~ 

8 l'eee~ed either itt Ii eeBSetidated iBeeme er e.-

9 eess preftts te retllm er eeeallSe ef the pFevisieBSef 

10 seetieR .J..t.g -fIt -(4)- er -t&h er se lBIIeh ef se&-

II oon .J+g -(to.} to -{+. iaelasive, as refers te see-

12 tten -1+:1 M -(4)- er -ten er the eerrespeBamg 

13 pFevisieB ef ft prier reveBlle law; 8::Bd 

14 "("8) if the pFeperty reeeived By the taxp&j'er 

15 has tI: Basis deserihed tit seetieB H-3 -fIt -f2t tAt: 

16 ~ AB.roSTMEN'l' eP EQUI'I'Y llivESTEB CAI'I'l'Ak: . 

17 II preperty is reeeived By the taliJlRyer tit & tiqaidatiBg 

18 tl'liaSftetieB, the eqaity iavested e&JIitaller eaeB filly feIlewiBg 

19 the tmBsaetieB shall he adjasted as fallews t , , 
"/ 

20 !!flt II the steS ef the traasfeFer whieh is tit ~ 

21 e8::Beeled ftJI6B saeh tiqttidatiRg tI'IlBSftetiea is determiaed 

22 te htwe heea aequired By the issatmee ef steels tit tI'IlBs 
v 

23 aetieBs tit wltieh gaia er less ia whele er tit f'IlFt WftS Bet 

U reeegaiz!ed, there shall he iBeluded, tit Iiett ef the ameaals 

25 determiaed te he ethu .. ise iBeludihle tit the eqttity ia-
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"esteil eapital ef the taxpayef with fespeet t6 stteft steek, 

the amelH!:t· iletemmeil ta be Beeessary· t6 fefleet the 

.eqmty investea eapital tmd the ilefieit in eafBmgs &nd 

pfents, i:l any; ef Mte tf8BSrefef with fespeet t6 saeh 

steek. 

!!.f2t. If fffieh ~ ef the tfft:Bsfefef is detefffiinecl 

net t6 h&¥e l.7een aeqllffed by the issuanee ef· steek in 

• • 1..' 1..' 1___' 1.. 1 . tFtl:BSaetteBS tit 'WtUet:l g&Ht 6f _ Ht Wtte e 6f tB JIfH'Ii 

. W8:B net feeegnilllea, the .y invested l'allitllJ el ~ 

litblfllltyer shall be &d;j1:lSted ta the exteB~ Beel'SsaFy fa 

fefleet ia its Illeellmlilfttea earnings ttttd profits ~ ~, 
, 

r" 

eM'flmgs and Jlre!its fer the tlL"fahie ~ the pet'tieft ef 

the ea:m.ffigs tmd preats 6f the aeneit ia earniBgs ~r 

fP6!its; as the ease mRy De; at the tfBftsfel'6r lM!el:Hft:Hllltea 

slffisequen~ t6 the dtNe whieh is detefffiined t6 be the dste 

ef IM!flIlisitien by the ktX'flllyer ef eentfel 1er; with Fe

epeet t6 steek IM!flIlireil suhseqlleBt t6 the aeqmsitien ef 

eeBtfel, the dftte at fteqllisitien at' stteft steek) ef the 

tf8:Bsrel'6r ttnd deterBlmed t6 be attrihlltfthle M stteft 

steek. ~ the Jlllflleses ef the eemplltatieBs ltBaer 

this JlIll'ftblapb, the hftsis at the fl'l'epeI t) heM ~ the 
,. 

B'ftBsferer 6f its prdeeess6f at the bme ef the ae~tien 

ef eentral ~ ef aeqllisitien ef the steek iD the ease ef 

Jlfeperty detefBw:ed ~ be attfihlit&Me te steek a~lliFed 

ei:Bee the ae~en ef eentfel) whieh is atlf'iblltfthle: 
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1 te saeft steek shftll tie; m liea ef the I1ttsis llreserihed h:r 

2 seetieB l-l-3 er the e9rreSJI9Bdffig llr9visi9B ef ft ~ 

3 reveBae law; ftB effi91H1t determiBed ~ fefereBee te 

4 the edjasted 00sis fer letermiBiBg less IiJIfffi It sale 

5 er exeftlUlge ef SHeh steeli: iB the hftBds ef the tH-

6 llll:yep er ft llreaeeesser. !I%e hasis sa ftSSigBed ·sltaIl 

,7 ftllllly, m )iett ef the I1ttsis atherwise llreserihed ill 

8 eeffillaoog ftBy emelffit (detemtined -hf fefereBee te the 

9 Basis. ef SHeh llfflllerty m the haBds ef the tFftBsferer) 

10 eBteriBg Htte the eeHlllatatieB ef the eqwty iBvested 

11 eftJlitftl ef the tHpayer er tlBJ ather eeFJIeFftti9B e9Hlllitt 

12 iBg eqwty m¥estell €B.jlital ~ refef€liee te the eqwty in-

13 ~ted eellitsJ ef the ttL<llll-yer. Fer the lllHl'9ses ef this 

14 lllH'ftgF8Jla the adjasted I1ttsis fer deteFfftiBmg lass IiJIfffi e 

15 SIl:le er exehaBge ef saelt steek sh&ll he detemHBed with-

16 atH; l'egard te tlBJ aijastm€lit fttitaerued By the last 9€B-

17 teBee ef seetieB l-l-3 * -(-H-}- wmea is Il:lready reHeeted 

18 m the ell::l'fl:iBgs B:Bd prefits 61' defieil m ellmiHgs &Bd 

19 llreftt:s ftttnBatahle te SHeh steek. 

!O -'-4et lIER6EBS ~ Co:S-S01ttBA'flO!'S. IB det~FHliBiBg 

U the ftffi6ftBt ef the ftdjastmeBtilftBder SBhseetieBS * ftBd % 

!2 if a eeFJI6FfttieB a .. Bed steek ill .lUIetftef eeFJIeffttieB, &Bd 

!3 !!.fl}- saeh efflJlemtieBS are merged er e6BS6lidated 

14: m Ii statBtery JBef'g€f 61' e6Bselidatioo, er 

~ ~ saeh e6fi'effttieBS are parties te ft liftwdating 
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1 k'8:Bs&eliieB wliieh feStHftl; is: Mle·. ij~aliliieB . ei .eaeft ~ 

2 tit -II>. BlaBBer similar te ~.l'eSU:lliiftg.frem 8; Btatlite~ 

a . merger 6f eeBseliaatieB, 

4 fa!' Mle I'liffJeses ef MHs seetieB: BHeh steelr she:ll ~ eeflsiaeree 

5 fie fttwe beeR aeqHifea ~ the eefJIerfitieft resaltiflg ~ the -, 

6 Jfterger, eeflseliilaliiefl, &f tfBtiaetieft; ftftd Mle I'rel'erlii,es ftlj-o 

7 trihlitallle tfierete reeeivea ~. it; ffi-liftH:iaRtieB ei eaefts6eel6 

8 !.!.ftl). IMi!fBBliH2I:A!ffONS. Aft]' aeteFfBiftlltieB: whieh is 

9 refjHifed: te lie HitHle liBaer MHs seeliieB shall lie made iB: Il&' 

10 eera8:Bee with regalatieftB whieh she:ll lie Jlfeserihea ~ Mle r 

11 GelB:Hl:issiefte. with the. 1l1'1'.evlll el the Seeret&Fy.'~. [ 

12 "SEC. 761 •. INVESTED CAPITAL. Al)]USTMENT AT THEXIME OFf 

13. TAX-FREE INTERCORPORATE l,IQUIDATIONS. 

14 "(a) DEFINITION OF INTERCORPORAXE LIQUIDAto 

15 TION.-As tlSed in ilI.is .section, ilI.e term 'intercorporate Zig:-. 

16 "idalion' means ilI.e receipt (wkether or not after December 

17 31, 1941) b.II a corporation (herein.after called the 'tra1lS-

18 feree') of property in complete liquidation of another C01'-. 

19 poration (hereinafter called the 'transferor'), to which 

20 "(1) the provisions of section 112 (b) (6), or the 

21 corresponding provision of a prior. revenue law, is appl~-

. 22 cable or 

23. "(2) a provision of law is applicable prescribing 

2-1 the nonrecognm(m of gain or 10S$ iA whole or in part,. 

2S UJlQft such recet'pt (including a provision 0/ the rtgU~_ 



1 tions applicable to a consolidated income or excess profitR 

2 tax return but Mt including section 112 (b) (7), (9), or 

3 (10) or a corresponding provision of a prior revenue 

4 law), 

. 5 but only if none of such property so received is a stock 

6 or a security in a corporation the stock or securities of which 

7 are specified in 'ihe law applicable to the receipt of such prop

s. perty as stock or securities permitted to be received (or which 

9 would be permitted to be received if they were the sole con-

10 sideration) without the recognition of gain. 

11 "(b) DEFINITION OF PLUS ADJUSTMENT AND MINUS 

12 ADJUSTJfENT.-For the purposes of this section-

13 "(1) PLUS ADJUSTMENT.-The term 'plus adjust-

14 menf means the amount, with respect to an intercorporate 

15 liquidation, determined to be equal to the amount by 

16 which the aggregate of the amount of money received by 

17· the transferee in such intercorporate liquidation, and of 

18 the adjusted basis at the time of such receipt of aU prop-

19 erty (other than money) 80 received, exceeds the sum of-

20 "(A) the aggregate of the adjusted basis of each 

21 share of stock with respect to which such property 

22, was received; such adjusted basis of each share to be 

23 determined immediately prior to the receipt of any 

24 -property ~n such liquidation with respect to such 

_25 __ . share, and 
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i "(B ) the agg1'egateof tM liabilities of the traM-

2 fer6r assumed by the transferee in connection with 

3 the receipt of sUch property, of the liabilities (nOt 

4 assumed by the' transferee) to which such property 

5 so received was subject, and of any other considerti>-

6' tion (other than the stock with respect to which such 

7, property was received) given by the transferee fur 

8 . such property so received. 

9 "(2) MINU8 ADJUSTMENT.-The term 'mini.t8 

10. adjustment' means the amount, with resp~ct to an intef...· 

11 corporate liquidation, determined to be equal to tlUi 

12 amount by which the sum of- :-'. 

13 "(A) the aggregate of the adjusted basis or-
14 each share of stock with respect to .which such prop! 

15 erty was received; such adjusted basis of each shate. 

16 . to be determined immediately prior to the receipt 

17 of any property in such liquidatiOn with respect 10 

18 such share, and 

19 ~ "(B) the aggregat6 of the liabilities of the 

20 tra1lSferor assumed by the transferee in connection 

21 with the receipt of such property, of the liabilitiei 

22 (not assumed by the tra1lSferee)to which such' 

23 property 80 received was subject, and of any other 

24 consideration (other than the stock with respect to 
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1 which such property was received} given by the 

2 transferee for such property so received 

3 exceeds the aggregate of the amount of the money 80 

4 received and of the adjusted basia, at the time of receipt, 

~ of all property (other than money) 80 received. 

6 "(3) RULES FOR APPLICATION OF PARAGRAPHS 

7 (1) AND (2}.-In determining the plus adjustment or 

8 minus adjustment with rf!8pect to any sharel the com-

~. . putation shall be made in the 8ame manner as ia pre-

10 scribed in paragraphs (1) and (2}of this subsection, 

11 except that there shall be brought into account only that 

12 part of each item which is determined to be attributable 

13 to irUch share. 

l~ "(e) RULES FOR THE ApPIJCATlON OF THIS 

15 SECTlON.-

;16 "(1) STOCK HAVING COST BA8IS.-The property 

17 received by a transferee in an intercorporate liquidation 

18 attributable to a share of stock having in the hands of 

19 the transferee a basis determined to be a cost basis, 

20 shall be considered to have, for the purposes of imbsection, 

21 (b), an adjusted basis at the time 80 received determined 

22 as follows: 

23 " (A) The aggregate of the property (other than 

24 money) held by ih.e transferor at the time of the 

25 acquisition by the traTl1Jferee of control of the trans-
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1 (eror (or, ir 8UCQ, shore, waS, ,acquired', after the alf-

2 quisition of Buch control, at the ,time,oft*e acquisitid1J. 

3 "of sitch. share" Qr,. i.f suck'eontr'ohvas not acquirell" 

4 at ,the time immediatelYpf'io1. to\tlie'receipt of any 

5 ,roperty in the inte1'tJotporate liquidation in respoot 

6 fJfsuchshare) shall be deemed to have an aggregoJ:e 

-'7 "baMs. equal,to the'amownJ, obtained by (i) multiplying 

• 8 tkedlmount. of ,the adjusted basis at such time of suen 

9 sha1'e in the hl%~ oftlui transferee by the aggregate 

10 number of ,skwre. units in the (ransfe'!'Dr at such ti11UI. 

II , (the interest ffPresented by BUch. share being taktM 

12 fl3tha share unit), ,o:nd (ii). adjusf:iny for the amount 

1:1 of mon$Y onhana and tlie liabilities of Ike transfero,. 

14 at such time. ' 

15 "(B) The basU which property of the transfero; 

16 "is, d6flffled1D have. vnd«r svhparag,;aph (A) at fA; 

17 time tbe.rein specified shall be used in determining the 

18 basi8 of property subseqU£nt/y acq",iMi by the tran;t; 

19 feror the basis 01 tchich. is determined with Tefer61lC4 

20 to the basis of property speci/iedin subparagraph. 

21 (A). . • 

22 "(0) ThJJ bw which. properly of the· IraMferOli 

23 is deemed to have Kftder $Ubparagraph3 (.A J and (B J. 

24 "' the ti1M theM" speCi/iffJ. &hall be P.'d in determi .. 
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ing all subsequent adjustments to the basis of such 

property. 

"(D) The property so received by the transferee 

shall be deemed to have, at the time of its receipt, 

the same basis it is deemed to have under the fore

going provisions of this paragraph in the hands of 

the transferor, or in the case of property not speci

fied in subparagraph (.A) or (B), the same basis -

it would have had in the hands of the transferor. 

" (E) Only such part of the aggregate property 

received by the transferee in the intercorporate 

liquidation d8 is attributable to such share shall be 

considered as having the adjusted basis which prop

erty is deemed to have under subparagraphs (.A), 

(B), (0), and (D) 'of thu paragraph. 

"(2) BASIS OF STOCK NOT A COST BASIS.-The 

property received by a transferee in an intercorporate 

liquidation attributable to a share of stock having in the 

hands of the transferee a basis determined to be a basis 

other than a cost basis sholl, for the purposes of ~b-

8ection (b), be considered to have, at the tif!le of ita 
, 

receipt, the basis it would have had had the first sentence 
," 

of 3eCtion 113 r a) (15) been applicable. 
.. 

"(3) DEFINITION OF CONTBOL.-As used in this 

subsection. the term 'controf means the ownership of 



1 stock possessing at least 80 per centum of the total com-

2 bined voting power of all classes of stock 'entitled to vote 

3 and the ownership of at least 80 per centum of the total 

4 number of shares of all other classes 'Of stock (except 

5 nonvoting stock which is limited and preferred as-' to 

6 dividends), but only if in both cases such ownershi'R 

7 continues . until the completion of . the intercorporate 

8 . liquidation. ' . 

9 "(d) ADJUSTMENT OF EQUITY INVESTED OAPITAL;"'-

10 If property is received by the transferee in ~n intercorpora'ie 

11 liquidation, in computing the equity invested capital of Ue 

12 transferee for any day following the completion of such inteF-

13 corporate liquidation- t; r 

14 "(1) with respect to any share of stock in the traM-

15 feror having in the hands of the transferee, immediai8ly 

16 prior to the receipt of any property in such intercorpoi-dte 

17 liquidation, a basia determined to be a cost basis,7the 

18 earnings and profits or deficit in eamings and profitS of 

19 the transferee shaU be computed as if on the day foUoWiRg 

20 . the completion of sUch intercorporate liquidation; tk . 

21 transferetl had realized a recognized gain equal to'tk 

22 amount of the plus adjustment in respect o/such. share-,-iir 

23 had sustained a recognized loss equal to the amoum of the 

.24 mint18 adjustment in respect of such. share; -

25 "'(2) toit1& respect to afly slwre 'Of stock ill the ~ __ _ 
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1 leror having in .the ihandsofthe transferee, immediately 

2 prior to the receipt of any property in such intercorporate 

3 . liquidatilJrt, a basis determined 'to- be a basis other than a 

4 cost basis, there .shall be treated (J.9 an amount includible 

5 in the sum specified in. SectW10 718 (a) the amount of the 

6 plus adjustment with respect to such share, ,or as an 

7 . amount includible in the sum specificd in section 718 (b) 

8 the amount of the minus adjustment with respect to such 

·9 share. 

10, "(e) INVESTED .GAPl:rAL'· BA1JIS.-The adjusted basis 

11 which property received by the transferee in an intercorporate 

12 liquidation is considered to have under the provisions of 

13 subsp,ction ( c) at the time of ita receipt shall be thereafter 

14 treated as the adjusted basis, in lieu of· the adjusted basis 

U otherwise prescribed, in computing any amtr/Lnt, determined 

16 by reference to the basis of ,Jru,ch property in the hands of 

17 the transferee, entering into the computation of the invested 

18 capital of the transferee, or of any other corporation the C01Ir 

19 putation of the' invested capital of· which i8 determined by 

20 reference to the basis of suchproperlg in the handspf the 

21 trO/Tl1Jteree • 

. 22 "(f) STATUTORY MEBGERS AND. CONSOLIDATIONS.,-

23 It a corporation owns stock in another corporation and such 

24 corporations are merged or consOlidated in a statutory merger 

25 or COTlaolidation., then, for the purpo8etJ of this section and 
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lsection' 71~ such stock shall be considered, to have b;en 

2 acquired (in such statutory mergeroT <;01l8olidation) by 'the 

3 . corporation '. -nesulting from,.· th,e '>statutory merger 'or consoli-

4 dationt and the properties of such. other corporation attribut-

5 ·able tQ Buch stock to, have been received .by such resulting 

6 corporation as a tra'fl:Sferee from such. oCher ' corporation as a 

7: tra1l8feror in an intercorporate liquidation. 

8 U(g) ,DETERMINATIOl!lB.-

9 "(1) REGULATloNB.-Any determination which is 

10 required to be made under this section .(!1Wluding deter-

11 minations in applying this section:- in cases where there 

12 is a' series of tra1l8ferees of the property and cases whB?'e 

13 the stock of the tra1l8feror is acquired by the transferee 

14 ff'()m another corporation, and the determinatio1l8 of the 

15 basis ana adjusted basis whick property or items thereof 

16 have or are considered to have) shaU be made in accord-

17 anc. with regulations which shall be prescribed by the 

18 Oommissioner with the approval of the Secretary. If the 

19 transferor or the traRSferee is a forei!J1& Corporation, the 

'2Q prooisiou of this sectioa shalllJPply to such, eztet&t and 

21 umler such etmditWn8 cmd limitations as may be pro-

22 "idea in such regulations.. 

23 "(2) ,APPLICATION 7V' LIQUIDATION UTENDING 

2-1 OYER LONG PERIQD.-Thc Oommissioner is fIUl1wriz«l 

23, '. to pre3Cf'We ndea similar to tlw81! vrovided in this ~ 



1 tion with respect to the days within the period beginning 

2 with the date on which the first property is received in 

3 the intercorporate liquidation and ending with the day 

4 of its completion; and the extent to which, and the con-

5 ditions and limitations under which, such rules are to 

6 be applicable." 

7 (382)-fl+ RBTROAOTH"B· A:Pi":fJIO:A:TiON eP RUl':BS eN l'£. 

8 01I:Al'HES. The lIHI:eB6meBt made by ihis· aeeti9B iBsertiag 

9 seetiaB!tOO shaD % Ilflflliea91e te tftti91e yetH'S lIegimtiag 

10 ftfter Deeemllel' 3!-; 1~39. 

11 (383m (b) TECHNICAL AMENDMENT.-

12 (1) Section 718 (d) is amended to read as 

13 follows: 

14 "(d) For special rules affecting computation of prop-

15 erty paid in for stock in connection with certain exchanges 

16 and liquidations, see Supplement C." 

17 (2) Section 719 (a) (1) is amended by striking 

'18 out ", and not including indebtedness described in sec-

19 tion 751 (b) relating to certain exchanges". 

20 (384)-fdt (c) PREvIousRULESTERMDiATED.-Section 718 

21 (a) (5) (relating to increase in equity invested capital on ac-

22 count of gain on tax-free liquidation), section 718 (b) (4) 

23 (relating to reduction in equity invested capital on account 

24 of loss on tax-free liquidation), and section 718 (c) (4) 

25 (relating to property paid in for stock on merger or CO~ 
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1 solidation} shall not apply with respect to any taxable year , 

2 beginning after December 31, 1941. , . 

3 (385)(d) OPTIONAL RETROACTIVITY OF AMENDMENTS TO 

4 1940 AND 1941.-The amendment made by this section 

5 inserting section 761 shall also be applicable in the com-

6 putation of the tax for all taxable years beginning after 

7 December 31, 1939, if the taxpayer, Within the time and in 

8 the manner and subject to such regulations as the Commis-

9 sioner, with the approval of the Secretary prescribes, elects 

10 to have such amendment apply and in such _ case the pro-

11 visions of section 718 (a) (5), section 718 (b) (4);. and 

12 section 718 (c) (4) shall not apply in such computations. 

13 (386)parl lI-Post·War Refund of Excess Pro{ils Tos 

101 SEC. 250. POST~W A.R REFUND OF EXCESS PROFITS TAX. 

15 . Subchapter E of Chapter 2 is amended by inserting at 

16 the end thereof the following new Pari: 

17 Part 1I1-Post·War Refund of EKeSII Pro{ils 70s 

18 -SEC. 780. POST·WA.R REFUND OF EXCESS PROFITS TAX. 

19 "fa) IN GENEBAL.-The Secretary of the Treosu.ry is 

20 fluthorized and directed to establish a credit to the account 

21 of each taxpayer subject to the tax imposed under this 8ub-

22 chapter, for each taxable year ending after December 31, 

23 19-I1, and not begillning after the date of cessatitm of hostilities 

24. in the present war, of anamol.lm equal to 10 per centum 0/ 

H. R. 7378 29 
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1 the tax imposed under this subchapter for each such taxable 

2 year. In the case of a taxpayer whose tax is computed under 

3 section 108, the term 'tax imposed under this subchapter' 

4. means for the purposes of this part the amount ascertained 

5 under section 108 (a) (1) (B). 

6 "(b) ApPLICATION OF OREDIT TO PURCHASE OF 

7 BONDS.-Within three months after the payment of the amount 

8· of the excess profits tax shown on the return for a tax-

9 able year to which subsection (a) applies, if the payment is 

10 made before. three months before the date of maturity 

11 of bonds for such year under subsection (c), there shall 

12 be issued to and in the name of the taxpayer bonds of the 

13 United States in an aggregate amount equal to 10 per ·centum 

14 of the tax paid in respect of which a credit is provided under 

15 subsection (a), and the credit estahlished under subsection (a) 

16 for such taxable year is hereby made available for the pur-

17 chase of such bonds. 

18 "(c) TERMS AND MATURITY OF BONDS.-The bonds 

19 provided for in subsection (a) shall be issued under the 

20 authority and fUbject to the provisions of the Second Liberty 

21 Bond Act, as amended, and the purposes for which bonds 

22 may be issued under such Act are extended to include the 

23 purpose for which bonds are required to be issued under 

24 tlI.is section. Such bonds shall bear 1W interest, shall be non--

25 negotiable, a"nd shall not be traTUJferable by sale, exchange, 
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1 assignment, pledge, hypothecation, or otherwise,on or before' 

.2 the date of cessation of hostilities in the present war, but after 

3 said date, such bonds shall be negotiable, and may be sold; 

4 exchanged, pledged, assigned, hypothecated, or otherwise 

5 transferred, without restriction, and shall be redeemable (cit 

6 the option of th.e United States) in whole or in part upon 

7 three months' notice. Such bonds for any taxable year to 
8 which this section applies shall mature on the last day eJl 

9 "tat calendar year, beginning after the date 'of cessation of 
10 hostilities in the present war, which is shown i!1 the followinfl 

• 
11 table to be applicable to such bonds for such year: • 

CIIlemltIr ,.""..' (beginning'. 
Bow ,unlll .. ed ""th lifter ..... atioll of hOlliU-

the credl' for 8111/ ,_ tie.) 011 last "all of which· 
.6Ie ,eer 6e,lillllillll 60mIe .. ature • . 

Within the cakfldar year 194e _________________________ find 
Within th4 calendar year 1943 _________________________ 3rd 
Within th4 calendar year 19.$4 _________________________ 4tll 
After D~ctnnber 31, 19.$4 ___________________________ 5th 

12 "fd) EXEMPTION OF PROCEEDS FROM TAX.-The 

13 proceeds of any such bond upon redemption shall not be 

14: included in gr088 income. 

15. "(e) DATE OF CESSATION OF HOSTILITIES IN THE 

16 PRESENT W AR.-As wed in this section, the term 'date of . 

17 cessation of hostilities in the present war' means the date on : 

18 which hostilities in the present war between the United States 

19 and the goverllme7lts of Germany, Japan, and Italy cease, . 

20 as {i.J:ed by proclamation of the President or by concurrent . 

21 resolution of the tt('O Hou.ses of Congress, u .. hichever date is 
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1 earlier, or in case the hostilities between the United States 

2 and such governments do not cease at the same time, such date. 

S as may be so fixed as an appropriate date for the purposes 

4 of this section. 

5 "SEC. 781~ SPECIAL RULES FOR APPLICATION OF SECTION 780. 

6 "( a) EFFECT OF DEFICIENCIE8.-.If a deficiency in 

7 respect of the excess profits tax fm: any taxable year for 

8 which a credit is provided in section 780' (a) is paid by the 

9 taxpayer before three months before the date of maturity of 

10 the bonds for such year, an amount of such credit equal 

11 -to 10 p'er centum of the excess of the tax imposed by this 

12 subchapter on the basis of which the deficiency was deter-

13 mined, over the tax imposed by this subchapter as previously 

14 computed and paid shall be available, as P'!'ovided in section 

15 .780 (b), for the purchase of bonds as provided under such 

16 section, and there shall be issued to the taxpayer bond, under 

17 such section in an amount equal to such excess and with the 

18 same maturity as in the case of bonds issued with respect 

19 to. the taxable year with respect to which the defiFiencJJ is· 

20 determined. 

21 "(b) EFFECT OF REFUND8.-I!" an overpayment 01 
22 the ta.7: imposed by this subchapter for any taxable year for 

23 which a credit is provided in section 780 (aJ. is refunded 

24 or credited to the taxpayer under the internal revenue laws, 
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1 the credit, if any, provided in such section then existing· in 

2 favor of the taxpayer shall be -reduced by an amount eqUal 

3 to 10 per centum of the excess of the tax imposed by this sUb-

4 chapter on the basis of which such tax (in respect of· which 

5 the internal revenue refund or credit was made ) was pre-
6 viously computed and paid, over ihe tax imposed by this sub-

7 chapter as determined in connection with the determination 

8 of the amount of the qverpayment. In such a case, if such 

9 credit provided in section 780 (a) is less than the amount 

10 by which it is required to be reduced, or if there is no such 

11 credit then existing in favor of the taxpayer, the excess of 

12 such amount over the amount of such credit, if any, shall be 

13 carried forward as a charge against the taxpayer to 'be ap.. 

14 plied in reduction. of a subsequent credit under section 780 

15 (a); and if no such subsequent credit is made in favor of 

16 the taxpayer, the amount of such charge (without interest) 

17 shall be paid by the ta:rpayer to the United States or the 

18 amount of bond.s predou.sly issued to the taxpayer under 

19 section 780 (b) shall be adiu..~ted on account of such charge. 

20 Urc) T.4X PAYMENTS AFTER CUT-OFF DATE.-In 

21 the case of a paymellt of the tax imposed. by this suhchapter 

22 shown on the return. for any taxable year for u·hich 

23 a credit is provided in sl!Ction 780 (a). or the payment 

24 of a deficiency in Te.Sllf'Ct of stich ta:r: for any sucA taz-
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1 able year, after the date prescrihed in 8ection 780 (b) or 

2 781 (a) but before the date of maturity of the bonds with 

3 respect to such taxable year under section 780 (c), the 

4 amount of the credit under section 780 (a) for such taxable 

5 year attributable to such payment shall, so far as practicable, 

6 be available, as provided in section 780 (b), for the purchase 

7 of bonds as provided under such section, and, so far as prac-

8 ticable, there shall be issued to th(j taxpayer bonds under such 

9 section with the- same maturity as bonds issUed with respect to 

1-0 BUch taxdhleyear.- To the extenl that it is not -practicable to 

-11- _issue bonds against Such amount of the credit, -the -taxpayer 

12 shall be paid in cash. Incase after the date of maturity of 

.13 the bonds of any taxable year under 8ection 780 ( c) tlu-re is 

14 any credit under section 780 (a) remaining in favor of the 

15 taxpayer, attributable to such year, such remainder shall be 

16 paid to the taxpayer in cash. No amount of any payment 

17 made under this subsection to a taxpayer shall be included in 

18 groBS tncome. 

19 "(d) LIJIITATIO.V.-The credit under section 780 (a) 

20 for any taxable year shall not be greater than the excess of 

21 the amount of the tax paid under this subchapter to the 

22 United States (and not credited or refunded under the in-

23 ternol revenue lawA) in respect of Such 1J(flr over the amount 

24 of tax which would be payable to the United States if the 

25 excess profits tax rate were 81 per -centum, or if the limitation 
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1 of section 710 is applicable if the amount determined under 

2 such section were reduced by 10 per centum. 

3 "SEC. 782. REGULATIONS. 

4 "The Secretary of the Treasury is authorized to prescribe, 

5 from time to time, such rules and regulations as may be neees-

6 sary to carry out the preceding provisions of thIs Part.· 

7 "SEC. 783. CREDIT FOR DEBT RETIREMENT. 

S "(a)" GENERA.L JluLE.-An amount equal to 40 pe1' 
9 centum of the amounts paid during the taxable year in te-

10 payment of the principal of indebtedness shall be alloWed 

• 11 as a credit against the tax for such year imposed by this 

12 subchapter. 

13 "(b) LIMIT.!TlO!\"S.-The credit under subsection (a) 

14 with respect to any taxable year shall in no event exceed 

15 u.,hichecer of the following arno!1nts is the lesser-

16 "(1) The amount of the post-war credit, provided 

17 for in section 780 (a), for the tax.able year, 'computed 

18 u.,ithout its reduction on account of the debt repayment 

19 credit for tlie taxable year. 

20 "(2) An amount equal to 40 per centum of the 

21 amount by u·hich the smallest amoun' of indebtednesa 

22 during the period beginning September 1, 1942, and 

23 mdmg with the close of the preceding tax.able year e:r,. 

24: ce«ls the amoun~ ·of indebtedness as of the close of the 

25 taxable year. 
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1 "(3) In case such taxable year bey ins in 1942 prior 

2 to September 2, 1942, and ends after September 1, 

3 1942, an amount equal to 40 per centum of the amount 

4 by which the amount of indebtedness as of September 

5 1, 1942, exceeds the amonnt of indebtedness as of the 

6 close of the taxable year. 

7 "(4) In case such taxable year ends before Septem-

8 ber 1, 1942, zero. 
• 

~ No interest shall be allowed or paid by the United States on 

'10 account of any overpayment of tax attrihutable to any credit 

11 allowed under this section. 

12 "(c) REDUCTION OF CREDIT AND OF BOND8 OUT-

13 8TANDING UNDER SECTION 780.-If a credit is allowed for 

14 debt repayment in a taxable year pursuant to this section, the 

15 amount of such credit or refund shall be deducted from the 

16 credit under section 780 (a) and the amount of bonds issued 

17 under section 780 shall, to the extent 1leCe88ary, be carre-

18 spondingly adjusted. 

19 "(d) DEFINITION OF INDEBTEDNE88.-For the pur-

20 poses of th.is section the term 'indebtedned means any indebt-

21 edness of the taxpayer or for which the taxpayer is liable 

22 evidenced by a bond, note, debenture, bill of exchange, certifi-

23 cate, or other evidence of indebtedness, mortgage, or deed of 

24 trust." 

• 
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1 (387)TITLE nI CAPITAL STOCK AND DE-q 

2 CLARED VALUE EXCESS PROFITS TAXES 

3 TITLE lll-TERMINATION OF ,CAPITAL STOCK AND 

4 DECLARED VALUE EXCESS PROFITS TAXES 

5 (388}sEG 3M. CAPITAl. 8T9CK ~ 

6 ~ TBomao.u. AMBNBMBNT. Seetieft -l2OO -{at eM 

7 -fI:+ (rellNiing te ftIie ef ellpits:l efeek: tat are ll;IBeftaea lly 

8 strikmg alit tOO wertl "Il;ajastea" wherever eeetl:ft'iBg therein. 

9 -fI:+ AmRJAL DBObAR.\:'FION ep YAbt'B.· Seetieft ~ 

10 (relatiBg te aeelsl'Iltiea ef 'lslae) is 8JBeaaea te read ft8 

11 fellewsl 

I:! "8EC,l3(l3, DECL1..RED Vo.\l.tfE, 

13 ~ DBQb\BUION ep V.u.~. The aeelll>Fea valae 

14 shell he the ~ ftS aeelll>Fea ey tOO eerpemtieft in its l'etIirB 

15 fep the f88l' (whieh aeelsmaeB ef Tftffie eftftftet tie ll;IBeBaea) • 

16 ~ TIlltte aeel8l'ed 9y tOO eerpemtiea in its rerum sh&ll tie 

17 ftS ef the elese ef its Iftst iBeeme tax tft:Hhle year eBdiag w*h 

18 81' prier te tOO elese ef the etlpital ~ ~ tft:Hhle year -(eP 

19 ft8 ef the d&te ef ergtlflimaea in the eftSe ef It eerpel'lltieB 

20 ha-viBg Be meeme tft tMill:hle year eeEliBg waB 81' prier te 

21 the elese ef sttelt deelti:l'Iltiea year) . 

22 ~ CmiBI'F PeB CHIN:1: TB:uffi :\a COHl'Olb\;: 

23 'fION'S. :Fe. the IlHrpeS€ ef the tta; H&Jlesea 9y seeaea lOOG 

24 ~ shell tie aYewed iB the ('ft88 ef .. eerpel'llaea eFgneiBea 
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1 liBEler Mle China Treae Aet; 1922, 42 Stftt: 849 -(-Y. S: G:; .. 
2. -l-94(} ~ title M; eft,. 4h ftS 8> ereait agamst Mle aeelapea 

~ 3 ¥ftltte ef ifs eallital stsek, 8ft amslHl6 ~ t& the Ilrsllsrtisft 

4' ef saeli. aeelarea ¥ftltte whieh Mle Pftf ¥alae ef Mle shares ef 

5 st&elr ef Mle eSFJIsr&tisft, ewftea 6ft the last day ef the ta1fll>hle 

6 j'6Ilf By -fl+ llef9sfts resiaeftt is ChiBa, the Yaited States, et' 

7 }lessessisfts ef Mle Uftitea St&tes, ftftd -f2t mai ... iaatH eitilleas 

8 ef Mle Uaitea States er Chm.a wherever resiaeat, beft:f9 t& the 

9 Pftf ¥ftltte ef the whele al:l1Bbep ef shapes ef st6ek: ef the 

10 eeFJIspH;tisa eatstaftEHag 6ft saeh ~ ¥ttl Mle Ilafllsses ef 

11 this saaseetiea shares ef st6ek: ef a eSFJIeFtttieft shall be eeB-

12 I!iaerea ffl be ev .. itea By Mle llefgea is whefH the e'1mtttble 

13 right fa Mle iftesme ffem saeh she.res is is geed faith vestea; 

14 ftftd ftS tiSed is this saBseetisa Mle term 'ChiBa' shalllHwe 

15 Mle S&Hte metlftmg ftS wheB tiSed is Mle Chffia Traae Aet; 

16 1922." 

17 iet RETUR~'S. The last seftteaee ef seetisft ~ ~ 

18 -f2t (rel&tmg t& e:teftSiSBS ef time fer filiag etlIlital st6ek: 

19 WE remms) is ameftaea ffl read ftS fellsws: ''With reSJIee6 

20 t& ~yeMS eaaea Jtme W, 1911, ftftd Jtme W, 19t2, the 

21 exteBSieft may be fer Bef Hi6fe thaD aiBety aays." 

. 22 +I)- I'BIOB RETURXS EFFEc'l'ITB. If It retlU'B fer the 
<--

23 ~ eaded Jaae W, 1912, is'filed &Hder Chapter G ef the 

24 lBtemttl Reveafte Csde, witfteat regard ffl the ameftameat 
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1 thereef as made ey ~ :Aet; ihe adjl:l:sted·· de_ed . "i'ItII:I:e 

2 reperted ey the eefjler&ti6ft 6ft eaeh retam (whether 6f ~ 

3 eeReet) shftD eeBstitate the deelared ¥alae fep the plH'peses 

4· ef eaeh Chapter 6; as amended ey ~ :Aet; lHlleBs 81 dHIereBt 

5 ¥alae is deelafed 6ft 8- BllBseqaent retam fep eaeh yetI:l' reeeived 

6 within the fIfElSeri-Bed filffig peRed. 

7 -(e)- EFFEOTIVE DATE. This seetien shaD he eiIeetive 

8 enljo wit,h respeet te the year ended Jttne- 8G; 194:9, tmd 

9 BI:I:BeeBBiBg yell!'!!. 

10 8EG3II& »ECLARED VAl.tlE EXCESS PR9F~!UJb 

11 ~ TEeHS'l8:&1l .. \!l£efBM'BNTS. 

12 -fIt SeeMen OOG (rel&tiBg te f&te J deel8:fed 'I'ftltte 

13 e§eess preats tat is &B:lended by Iltriking 6I:I:t the werQ 

14 "8tljltBted" wherever eeel:l:l'fiBg therein. 

15 -f2t SeetieB 00l (relttMBg te deelered valae) , is 

16 emended hy IltrikiBg em the werQ "adjl:l:Bted" Wftere¥BP 
• .1.. • 17 eeetlfflBg tHefelB. 

18 * EFFBOTIVE DATE. This BeeMeB sfte,D he efteeMve 

19 enljo with reSIled te iBeeme tax tH&Ble years enEling eftep 

20 Jane a~, 194:9, aM saeeeediflg yetH'9. 

21 SEC. 301. CAPITAL STOCK T.U TER.VIi'UTED. 

22 The capil4l stock taz imposed by section 1200 shall flot 

23 apply to any taxpayer in respect of the year tmding J urae 

2-1 30,1942, or any succetding year. 
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1 (389)SEC. 302. DECLARED P' AWE EXCESS PROFITS TAX TER. 

2 MINATED. 

3 The declared value excess profits tax imposed by section 

4- 600 shan not apply to any taxpayer in respect of any income-

5 tax taxable year ending after June 30, 1942. 

6 SEC. 303. DECLARED VALUE EXCESS-PROFITS TAX FOR 

7 TAXABLE YEARS OF LESS THAN TWELVE 

8 MONTHS. 

9 (a) INCOME PLACED ON ANNUAL BASIs.-Section 

10. 601 (relating to the adjusted declared value) is amended by 

11 striking out the last sentence thereof. 

12 (b) Subchapter B of Chapter 2 is amended by inserting 

13 after section 604 the following new section: 

14 "SEC. 605. INCOME-TAX TAXABLE YEAR OF LESS THAN 

15 TWELVE MONTHS. 

16 "(a) GE..'ffiBAJ~ RULE.-If the income-tax taxable year 

17 is a period of less than twelve months, the net income dcter-

18 mined under section 602 for such income-tax taxable year 

19 (referred to in this section as the 'short taxable year) shall 

20 be placed on an annual basis by multiplying the amount 

21 thereof by the number of days in the twelve months ending 

22 \'lith the close of the short taxable year and dividing by the 

23 number of days in the short taxable year. The tax shall be 

24 such part of the tax computed on such annual basis as the 

25 numbcr of days in the short taxable year is of the number of 
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Idl1Ys in the twelve months ending wi~hthe close of the shorf 

2 taxable year. 

3 "(b) EXCEPTION.-If the taxpayer establishes the 

4 amount of the tax under section 600 for the period of twelve 

5 months beginning with the first day of' the short taxable 

6 year, computed IlS if such twelve-month period were an 

7 income-tax taxable year, under the law applicable to the 

8 short taxable year, and using the {390}adjusted declared 

9 value applicable in determining the tax for such short taxable 

10 year, then the tax determined under subsection (a) for the 

11 short taxable year shall be reduced to an amount· which is 

12 such part of the tax computed for the twcIve-month period 

13 IlS the net income for the short taxable year is of the net 

14 income established for such twelve-month period. The tax-

15 payer (other than a taxpayer to which the next sentence 

16 applies) shall compute the tax and file its return without 

17. the application of this subsection. If. prior to one year from 

18 the date of the beginning of the short taxable year, the tax-

19 payer has disposed of substantially all its assets, in lieu of 

20 the .twelve-month period provided in the preceding provi-

21 sion of this subsection, the twelve-month period ending with 

22 the close of the short taxable year shall be used. For the 

23 purposes of this subsection, the net income for the short 

24: taxable year shall not be placed on an annual basis under 

25 the nrovisions of subsection (a). and the net income for the 
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1 twelve-month period used shall in no case be considered less 

2 than the net income for the short taxable year. The benefits 

3 of this subsection shall not be allowed unless the taxpayer, 

4 at such time as regulations prescribed hereunder require, 

5 makes application therefor in accordance with such regula-

6 tions, and such application, in the case of a taxpayer required 

7 to file return without regard to this subsection, shall be con-

8 sidered a claim for credit or refund. The Commissioner, 

9 with the approval of the Secretary, shall prescribe such reg-
• 

10 ulations as he may deem necessary for the application of this 

11 subsection." 

12 (391) (c) TAXABLE YEA.RS TO WHICH AMENDJIENT8 

13 ApPLICABLE.-The amendments made by this section shall 

14: be applicable to ta:J:able years beginning after December 31, 

15 1939. 

16 (392~ 304. TECHNICAl. AMEND~IENTS MADE NECES 

17 

18 

SARY B¥ CHANGE IN BASE F()K CQRPQ 

, . 
19 SeetieB ~ {felating t& Bet ineeBle"fer plH'Jleses ef ithe 

20 deelMed Tftlae exeess preHts taxt is 8:B1eBkd t& reM as 

21 feRews!' • 

22 "'SEC. GII2. NET INCQME 

2~ !!Fer the ptH}!eses ef this ~ehaptef the Bet iBeeBle shftII 

2411e the 98:B1e as tOO Bet ineeme fep iBeeme t.H plH'Jl8ses fef 

25 the year iB fespeet ef wHich the tH IIBder seetieB 600 is im-
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1 flesee, eemflHtee withem the eeeaetisn ef the - iffiflesed by 

2 seetien 600; ~ with ft ereeit against net ineeme eq::i9l te ~ 

3 eredit fep divieeBes reeewed flr~'lided in seetien 2G -tDt ell 

4 Ohaflter,h!! 

5 TITLE IV-ESTATE AND GIFT TAXES 

6 Part 'I-Estate Tax 

7 SEC. 40L ESTATES TO WHICH AMENDMENTS APPLICABLE; 

8 'Except as otherwise expressly provided, the amend-

9 ments made by this Part shall be applicable only with re-

10 spect to estates of decedents dying after the date of the 

11 enactment of this Act. 

12 SEC. 402. COMMUNITY INTERESTS. 

13 (393)( a) TRANSFERS OF COMMUNITY PROPERTY IN CON':' 

14 TEJlPLATION OF DEATH, ETc.-8ectWn 811 (d) (relating 

15 to revocable transfers) is amended by adding at the end 

16 thereof the following new paragraph: 

17 "(5) TRANSFERS OF COMMUNITY PROPERTY IN 

18 CONTEMPLATION OF DEATH, ETC.-For the purposes of 

19 thi8 subsection and subsection (c), a transfer of property 

20 held as community property by the decedent and su",iv-

21 ing spouse undt.T the law of any Slale, Territory, or 

22 possession of the United SlaCs, or any foreign country, 

23 shaU be consickred to have been made by the decedent, 

24: ~, such par" thereof as fIIay be shown to have been 

25 receit.ed as compensation for personal sen.'ices actually 
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1 rendered by the surviving spouse or derived originally 

2 from such compensation or from separate property of 

3 the surviving spouse." 

4 (394)W- (b) GENERAL RULE.~ection 811 (e) (relating 

5 to joint interests) is amended as follows: 

6 (1) By striking out "( e) JOINT INTERESTS - ,. 

7 and inserting in lieu thereof 

8 " ( e ) JOINT AND COl'rI:M:UNITY IN'l'ERESTS.-,-

9 "(1) JOINT INTERESTS.-". 

10 (2) By inserting at the end thereof the following 

'11 new paragraph: 

12 "(2) COMM:U~~TY INTEREsTs.-To the extent of 

13 the interest therein held as community propcrty by the 

14 decedent and surviving sponse under the law of any 

15 State, Territory, or possession of the United States. or 

16 any foreign country. except such part thereof as may 

17 be shown to have been received as compensation for 

18 personal services actually rendered by the surviving 

19 spouse or derived originally from such- compensation or 

20 from separate property of the surviving spouse. ,In no 

21 case shall such interest included in the gross estate of 

22 the decedent })e less than the value of such part of the 

23 community property as was subjc'ct to the decedent's 

.24 power of testamentary disposition." 

25 (395m (c) CROSS REFEREXCE.-For treatment of life in-
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1 surance acquired with community property, see amendment 

2 to section 811 (g) 'made by section 404 of this Act. 

a SEC. 403. POWERS OF APPOINTMENT, 

4 (a) GENERAL RULE.--Section, ,811 (1) (relating to 

5 powers ofappointment) is amended to,read as follows: 

6 " (f) ,PO'WEIlS OF A,ppoINTMEn.""\"" 

7 " ( 1) INGENERAL.-To the extent of any propl\rty 

8 (A) with respect to which the decedent has at the time 

9 of his ,death a power of appointment, or (B) with.re-

10 spect to which. he has at any time exertftsed or released 

U .. power of appointment in contemplation of death. or 

12 (0) with respect to which he has at any time exercised 

13 or released a po~er of appointment by a disposition in-

14 tended to take effect in possession or enjoyment all or 

15 after his death, or' bya disposition .under which he ;has 

16 retained for his life or any period not ascertainable 'Wiili-

17 out reference to his death or for any period which does 

18 Dot in fact end before his death (i) the possession or 

19 enjoyment of, or the right to the income from, the prop-

20 erty. or (ii) the'right, either alone ,or in conjunction 

21 with any person. to. designate the persons who sholl 

22 possess or enjoy the property or the income therefrolJl; 

, 23 except in case of a bona fide sale for an adequate and full 

24: consideration in money or money's worth.. 

H.R. 7378 30 



1 " (2) DEFINIirroN OFP<)W£R OJ? APPOINTMENT.-

2 For the 'pUrposes of ·this subsection the term 'powef of 

3 appointment~ meims arii power' 'to appoint exercis-

4 able by the d!lcedent either alone OF ill conjunction with 

5 '. any persOn,' except· , " 

6 "'(AFa~ iJ<iwei to·appoint within 8 class wliich 

7 does not iDclu'de 'any: others' than the spouse of the 

8 (396)deecaent, deseeBooBts ef the aeeeaeBt efthis 

9 Sfl9ase de~dertt, spouse of the creator of the poWer, 

10 descendants of the decedent or his spouse, descendants 

11 (other than the decedent j of the creator of the power 

12 or· his spoWIe; spouses of such descendants, donees 

·13 described in section 812 (d), and donees described 

14.in section 861 ( a): (a). 'As used iIi this subpara-. 
15 graph, th~ term 'descendant' includes adopted and 

16 illegitimate: deseendants;'and the' term ·spouse~ in-

17 includes former spouse; and 

IS "(Bj a power to appoint within Ii restricted 

19 class if the decedent did' not receive' any beneficial 

20 interest, vested or contingent, in the propertY from 

21 the creator of the power or tbereafter acquire imy 

22 such intetest,· and if the power is not exercisable 

23 to any extent 'for the b~nefit of the decedent, his 

24 estate~ hiS creditors, or the ereditors of his estate •.•. 
, •. " - f 

25 (397)If ft 1'9'\'t'er te 81'peiflt is eHreiseli tell:flY exteH' hy 



1 eFt)a,Mftg &Rethel pewe. ~ ftJIpeiHt, Bfteh fu$ pewer sfta..Il. 

" ,2 ~ ~ eeftsiilelea exeeptea Railer' Babpaa:agf~h w: at' 

, 3 ' . ~, Hem tfteilefiftiiieft ei. pewer fJ: Ilpperntmeftt. ;, If 

-! a power. to appoint is exercised by creating another 

5 power to appoint, such' first power shall not.' be coniid-

6 - " 'ered e:ccept under subpar!lf)rapli: (A) ·0'1' (B J from ~~he 

7 definition of power of appointment to the' eXtent of "\the 

's value of the property subject to ,such second powef-' to 

, 9' 'appoint. For the purposes of the preceding sentence':tht' 

10 value of the property subject to, such s~cond power 'to 

11 appoint shall be its value unreduced by any precedent 

12 or subsequent interest not subject to such power to appOint. 

, 13 .. (3) DATE OF EXISTENCE OF pOWER;-For :thc 

14 purposes of this .subsection the power of appointment 

15 shall be considered to exist on the date of the decedent's 

16 death even though the exercise of the power is subject 

17 to a precedent giving of notice or even though ~e exer-

IS' cise of the power takes efJectonly on the expiration ola 

19 stated period' after its exercise, whether or not' on or 
-20' before the date of the' decedent's death notiCe has beeu 

21 ' given or the power has been exercised." 

22 . (b) DEDUCTIONS FOR CIIARITABLE, Ere., USB.-: 

23 (1) AMENDMENT TO SECTI01f 812 Cd);...&ction 

24 812 Cd) (relating to deduction in case of estates of tfti-

'2S lens or residents) is amended by inserting after the rust , 
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1 sentence the following new sentence: "Property includ-

2 ible in the decedent's gross estate under section 811 (I) 

3 received by a donee described in this subsection shall, 

4 for the purposes of this subsection, be considered a 

5 bequest of such decedent." 

6 (2) AMENDMENT TO SECTION 861 (a) (3).-8ec-

7 tion 861 (a) (3) (relating to deduction in case of 

8 estates of nonresidents not citizens) is amended by 

9 inserting after the first sentence the following new 

10 sentence: "Property includible in the decedent's gross 

11 estate under section 811 (f) received by a donee de-

12- scribed in this paragraph shall, for the purposes of this 

13 paragraph, be considered a bequest of such decedent." 

14 (c) LIA.mLITY OF RECIPIENT OF PRoPERTY OvER 

15 WmCH DECEDENT HAn POWER OF Al'POINTMENT.-Sec-

16 tion 826 (relating to collection of unpaid tax) is amended 

17 by adding at the end thereof the following new subsection: 

18 "(d) LIABILITY, OF RECIPmNT OF PRoPERTY OvER 

19 WmCH DECEDENT HAn POWER OF Al'POINTMENT.-UnJess 

20 the decedent directs otherwise in his will, if any part of the 

21 gross estate upon which the tax has been paid consistS of the 

22 value of property included in the gross esmte under section 

23 811 (f), the executor shall be entitled to recover from the 

24 person receiving such property by reason of the exercise, 

25 nonexercise, or release of a power of appointment such por-
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1 tion of the total tu paid as the value of .such property bears 

2 to the sum of the net· estate and the amount of the\ exem~ 

3 tion·. allowed in: computing the net estate (398), determine4 

4 'Under 8ection 935 (c), or section 861, as the case may be. 11 
5 there is more than· one wch person theexeO'Utor shall bf! 

6 entitled to recover from suoh persona in the same ratio." 

:r (399)tdt POWERS WI~ RElSPElO!E' 'ffi WmoHAMElND 

8 MElN'£S NerI! :APPhI0:A:BMl. The amtlftilmeBts Hlilde hy fhie 
. 

9 8ee~ieft shaJl .ft6$ tl:flflly wHft resfleeti i& III flewer i&tl:flfleillt; 

10 ere~ed eft 6P sefere ~ e.&t& ei efttl:etffiem ei ~ Aeti; whieh is: 

11 seIi e:s:ereiBlllhle ill f&¥er ei ~ Eieeedeftt, his estate, his erediters; 

12 6P the ereditePB ei his esttlte if eaeft· pewer te apfleiINi Wft& 

13 releeeei hy the Eleeedeftt sefere twe yetH'II titef. the e.ate &I 

14 eft&etffieftt ei fhie M 6P if 6tieft. flewer te IlflpeiINi WtlS etilf-I 

15 eise& hy the ieeedeftt eft 6P fiefere the e.ate &I efltl:etmeBl 

16 ei ~ ~ eM shea B$ apply wHft Pespeet te III pewer 

17 M appeffit ft)leasei eft 6P fieiere the date ei the efttl:!e6meM 

18 ei fhie -A8. 

19 (d) POWERS WITH RESPECT TO WHICH AMEND-

20 JlENTS NOT ApPUCABLE.-

21 

22 

23 

(1) TM amendments made by this section shall not 

apply with respect to a powm" to appoint, created on t1r 

before tM date of the enactment of this Act. u:1Uch is ot1&er 

24 them a power e.xercisahlein faoor of the dIlceden1, his 

25 estate, lis creditors, or the creditors of IUs estate, unlesr 
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1· such power is exercised after. the date of the enactment of 

2: . this Act. 

S· (2) The amendments made by this section shall not 

4' become applicable with respect to a power to appoint 

5 created on or before the date of enactment of this Act, 

6 which is exercisable in favor of the decedent, his estate, 

7 his creditors, or the creditors of his estate, if at such 

8 date the donee of such power is under a legal disability 

9 •. to release such power; until Biz months after the termi-

10· nation of such legal disability. For the purposes of the 

11 preceding sentence, an individual in the military or naval· 

12 . force3 of the United States shall, until the termination of 

13 the present war, be C01lSidered under a legal disability w 

14. releas6lz power to appoint. 

15 (3 J The amendments made by this section shall not 

16' (/pply with. respect to any power to appoint created on 

17 . . or before the date of the enactment of this Act if it IS 

18 released on or before January 1, 194/J, or within the time 

19 limited b!J paragraph (2) in cases to fI:hich IIIJCh para-
.,. 

20 graph is applicable; alld allY sllch releases sllannot be 

21 deemed to be a traT/sfarin contemptatioTl of death. 

22 SEC. 4M. PROCEEDS OF LIFE INSURANCE. 

23· (a) GE!Io'ERAL RULE.-Section s'b (g) (relating to 

24 life insurance) is amended to read as fonows: 
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l " ",{1) RECE;IY,A.~:r.Jil:;Sr:T~ E;n!O;U',rOlk;,-To the ei-

,~ : ,tent of.Jthe il.moUilt receiyablellJ .the: :ex!,)cutoJ: as insu~ 

3· "anile' UnderpQlicies IiP~U ~I\ lif,e (1), t4~ de!:e~en.t., . 

,4; . :'(2) ;RECElV~IM J}Y (ITp:F)R, ;SIjl~FICIA:~m~.-To 
• 

P tbeextent (400)01 the~ces~Qv~'$4()~OaO;oft,4e amount 

6 reoeivable by all 'other beneficiaries as j,nsurance under 

'l policies upon the lifaof the ;deqede~t (A.) purchased 

8 with premiums, or other considerati()n .. ,paid, directly or 

9 ·indire<:tly. by the decedent, in proportion, tJ1at the amount 

10 so paid,bythe de!leden~ bea~ tQtbe t¢al premiums paid 

11 ' for the:insuran'cll" or (B 1 'WitjJ. respect to ,:whi~ fuu 

12 decedent' porssessedat his, death :BJ;lY Qf the .incidents of 

13. ownership,' eXercisable either alone or ipconjunction wit}:( 

14 any otberperson. For the'purposes_of clause (A.) of this. 

15 paragraph, if the decedent ~ferred, by assignment at 

16 otherwise, a policy of insl).rance. the amount paid db 

11 'rectly,or indirectly by the decedent shall be reduced by 

18 .an amount. which bears the SIlme' 'ratio to the amount 

19 paid directly' Ot indirectly by the decedent as the con.:. 

20 sideration in money or money's worth received by the 

21 decedent for the transfer bears to the value of the policy 

22 at the time of the transfer. (401)For the purposes of 

. 23 claUM (B) of this paragraph; the term 'incident of 0Wfh 

2-1 ership' doe.s not incluck 4 f'eVersionary inUTest. ' , 

25 .. (3) TRANSFER Nor A GIFT.-The amount recei~ 
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1 able under a policy of insurance transferred, by assign-

2 ment or otherwise, by the decedent shall not be includible 

3 under paragraph (2) (A) if the transfer did not consti-

4 tute a gift, in whole or in part, under Chapter 4, or, in 

5 case the transfer was made at a time when Chapter 4 

6 was not in effect, would not have constituted a gift, in 

7 whole or in part, under such chapter had it been in effect 

. 8 at such time. 

9 "(4) CoMMUNITY PROPERTY.-For the purposes 

10 of this subsection, premiums or other consideration paid 

11 with property held as community property by the in-

12 sured and surviving spouse under the law of any State, 

13 Territory, or possession of the United States, or any 

14 foreign country, shall be considered to have been paid 

15 by the insured, except such part thereof as may be shown 

16 to have been received as compensation for personal 

17 services actually rendered by the surviving spouse or 

18 derived originally from such compensation or from sep-

19 arate property of the surviving spouse; and the term 

20 'incidents of ownership' includes.incidents of ownership 

21 possessed by the decedent at his death as manager of the 

22 community." ~ 

23 (402)(b) LIABILITY' OF LIFE INSUBANCE BE~'EFICI-

24 ABIEs.-8ectWn 8~6 (c) (relating to apportionment of 

25 liabilily of beneficiarUis) is amended to read as follows: 
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1 U(o) LIABILITY OF LIFE' INSU'RAN(JE BENEFI(Jl-' 

2 ARIES.-Unless the decedent directs otherwise in his will, if 

3 any part of'thegro88 estate upon whiChtiW has been paid 

4 consists of proceeds of poliCies of. insuranee upon the life of 

I> the decedent receivable by a beneficiary' other than; theexecur 

6 tor, the executor shall be entitled to recover from BUch benfr 

7 ficiary BUch portion of the total ta:z: paid as the proceeds in 

8 'exce88 of 140,000 of such policies bear to the ,BUm of the net 

9 estate and the amount of the exemption allowed in computing 

10 the net estate, determined under section 935 (cj. If there is 

11 more than one such beneficiary ,the executor shall be entitled 

12 to recover from such beneficiar.ies in the same ratio." 

13 (403)f9t (c) DECEDENTS TO Wmcu AMENDMENTS 

14 ApPLlOABLE.-The amendments made by subsection (a) 

15 shall be applicable only to estates' of decedents dying after 

16 the date of the enactment of this Act; but in determining the 

17 proportion of the premiums or other consideration paid 

18 directly'" or indirectly by the decedent (but not th& total 

19 pr(\mium~ paid) the amount so paid by the decedent on or 

20 lx-fore January 10, 1941, shall be excluded if (404)m SHeJ. 

21 dttk>- ~ llet't'IlPII' Jl8!!St'SSt'1l 116 at no tif1l6 after such date 

22 1M dec«lent ~ssed an incident of ownership in the policy. 

23 SEC. 405. DEDUCTIONS NOT ALLOWABLE IN EXCESS OJ' 

24: CERTAIN PROPERTY OJ' ESTATE. 
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·1 .estate _tax deductions) .js .amended.by inserting after the 

~ second. sentence the following new (405)seftteftee. senf&nces; 

'8 "There shall be disallowed the amount by which the deduO'

'4titms'specified in (406)flII;Fllgfliph paragraphs (1), (2), 

5 (3), ( 4 ), and ( 5 ) exceed the value, at the time of the 

.6 decedent's death, of property subject to claims. For the 

7 purposes of this section the term 'property subject to claims' 

'.8. means property includible in the gross estate of the decedent 

,9 which, or the avails of which, would, under the applicable law, 

10 bear the burden, of the payment of such deductions in the: 

n final adjustment and settlement of the estate; and, for the: 

12 purposes of this definition, the value of the property shall be 

13 reduced by the amount of the deduction under the next 

14 sentence attributable to such property." 

15 . (b) PRIOR T AXED PBOPERTY.-The second sentence of 

16 the second paragraph of section 812 (c) (relating to deduc,: 

17 :tion for prior taxed property) is amended to read as followS': 

18 . "The deduction under this subsection shall be reduced by an 

19 amount which bears the same ratio to the amounts allowed 

20 as deductions under subsections (a), and (d) and the 

21' amounts of general claims allowed as deductions under sub-: 

22 section (b) as the amount otherwise deductible under this 

23 subsection bears to property subject to general claims. If 

24 the property includible in the gross estate to which the dedU,ll-, 
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ltion under 'this subsection: is attributable; is' ,not :Wholly 

2 .: property subject to general claims--. 

3: '" (1) before the application of the pieceding"seni: 

4: tence, the amount of the deducti!)Ii under this subseotiob. 

!; shall be reduced by that part of such· amount' . as .• the 

6' .value, at the time of the decedent's death, of such prop;. 

7 erty (to which such deduction is attributable) subject 

8 to claims but not to general claims is of _the ;value, at 

9: . the .timeofthe .decedent's death,.of suchproperty;.and 

10' "(2)' in the application of the pre~eding sen~ence: 

11' . in reducing the balance, if any, of such deductjon, -'thif 

12 amount otherwise deductible under this subsection' Ilhall:: 

13 be only that part of such amount otherwise deductiblu: 

14 (determined without regard to clause (1) of this para.:: 

15 graph) as the value, at the time of the decedent's death, 

16 ..' ~ . of such p~perty (to which such dedu~tion isattribu-; 

1'1: .. :- t4ble) subject to general clajms is of .the value.:at th--e 

18' . time of the decedent's death, of such property. 

19 ,. For the purposes Of the two' preceding sentences and this 

20 sentence, 'general claims' are the amounts allowed as deduo-. 

21 tions under subsection (b) which, under the applicable. 

22 law, in' the final adjustment and settlement of the estate 

23 may be enforced against any property subject to claims, 
-

24 as defined in subsection (b), and 'property subject to getb 
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1 eral claims' is the value, at the time of the decedent's death, 

2 of property subject to cla1ms, as defined in' subsection (b). 

3 reduced by the value, at the time of the decedent's death, 

4 of that pan of such property against which amounts allowed 

5 as deductions under subsection (b) which are not general 

6 claims may be enforced, under the applicable law, in the 

7 final adjustment and settlement of the estate." 

8 (c) PRIOR TAXED PRoPERTY OF NONRESIDENTS NOT 

9 CITIZENs.-The next to the L'ISt sentence of section 861 (a) 

10 (2) (relating to deduction for prior taxed property of non

n residents not citizens of the United States) is amended to 

12 read as fonows : "The deduction under this paragraph shall 

13 be reduced by an amount which bears the same ratio to the 

14 amounts allowed as deductions under paragraphs (3) and 

15 (4) and the amount of general claims allowed as deduction 

16 under paragraph (1) of this subsection 88 the amount other"'! 

17 wise deductible under this paragraph belll'l! to property sub--

18 ject to general claims. H the property includible in the grOfl! 

19 estate to which the deduction under the paragraph is attribu-

20 table is not whony property subject..to .geDeral claims-

21 .. (A) before the application of the preceding sen-

22 tence, the amount of the deduction under this paragrapb 

23 shall be reduced by that part of such amonnt 88 the 

24: value, at the time of tbe decedent's death, of such prop-

25 erty (to which such deduction is attributable) subject 
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to claims but not to gener~ claims is of the value,: at 

the time of the 'decedent's,death, 'of such property, and 

" (B) in the applicatiQn of the preceding sentence 

in reducing the balance, if any, of such deduction, 'the 
, 

'. amount otherwise deductible under thi$ paragraph' shall 

be only that part of such amount otherwise deductible 

(determined without regard to subparagraph, ~A)). as 

the value, at the time of the decedent's death, of such 

property (to which such deduction is attributable) sub-

10 ject to general claims is of the value, at the time of the 

11 decedent's death, of such property. 

12 For the purposes of the two' preceding sentences and this 

13 sentence, 'general claims' are the amounts allowed as deduc-

14 tions under paragraph (1) of this subsection whi$. under 

15 the applicable law, in the final adjustment and settlement of 

16 the estate may be enforced against that part of any property 

17 subject to claims, as defined in subsection (b) of section 812 

18 which at the time of the decedent's death.is in the United 

19 States, and 'property subject to general claims' is the value, 

,20 at the time of the decedent's death, of such property subject 

21 to claims, reduced by the value, at the time of the decedent's 

22 death, of that part of such property subject to claims against 

23 which amounts allowed as deductions under paragraph ~ 1 ) 

24 of this., subsection whiCh arc not general clajms may be 
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1 enforced, under the applicable law, in the final adjustment 

2 and settlement' of the estate." 

3 SEC. 406. CHARiTABLE PLEDGES. 

4 (a) PLEDGES IN CASE OF CITIZENs.-Section 812 

:- 5 (b) (relatillg to deductions in computing'net estater is 

'.' 6 ainende'd 'by inserting before the' period at the end of 

'., "7' the second :sentence thereof the' folloWiDg: "; - except that 

.: 8 in any case in which any such claim is founded upon a prorilise 

- '9 or agreement of the decedent to make a contribution or gift 

· to· to or for the uSe of any donee described in subsection ( d) 

11 for the purposes specified therein, the deduction for such 

:12 claim -shall not be so limited, but shall be limited to the extent 

- 13 that' it would be allowable as a deduction under subsection 

· 14 (d) if such promise or agreement constituted a bequest". 

15 (b) PLEooES BY NONRESIDENTS NOT ClTIzENS.-Sec-

16 tion 861 (a)' (1) (relating to deductions in computing' net 

17 estate) is ruiIended to read as fon~ws: 

18 "'(1) ExPENSES, LOssES, INDEBTEDNESS, llD 

·19 TAXES.-That proportion of the deductions (407)de-

20 sCribed in section 812 (e) and specified in section 812 

· 21 (b) (other than the deductions described in the ·101-

22 lowing sentence) which the value 01 Stith part bears 
-
23 to the value of his entire gross estate, wherever 

· 24 situated. AJJy deduction allowable under section 812 

25 (b) in the case of a claim against the estate which was 
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, , l' founded upon a promise or agreement 'butwas~not con-

'2' tracted for an' adequate and full consideratiOli in money 

:3 'or'money's worth shall be' allowable' unilet this paragraph 

, 4, to ihe extent th.at' it :would:: be hllowl1blii as a.-deduction 

,::,~;" Uilderparagraph '(3) if:siiclrproIidslfor'agreeniettt &m-

, ,6.; , stituted a. bequest." : ~ " " , ' - "~ 

, 'If SEC. '40'7; DEDUCTION' ON' ACCOUNT :O:F PRl>PERTY;PREVI-

, 8 q , OUSLY TAXED. 

, ,:9'(a) 'AMENDMENTS TO INTERNALREvErn: CeDE 

10 PROVISIONS RELATiNo roPROPERTY PliEvrouSiy 

11 'TAXEI).-

'12 (1) The first paragraph of section 812 (cris 

, 13, ' amended to read as follows: 

14 ' ,. (e) PROPERTY PREVIOUSLY 'TAX1ro.:'-Aia 'aInount 

15 equal to the value of any property (1) 10rmiDg a part' of 

, 16 the gross estate situated in the United States of anypeison 

, 17' who rued within five years prior to the death of the decedent, 

18 or (2) transferred to the decedent by gift within five years 

19 prior to his death, where such property can 'b'e idEmtified • 

20 as baving been received by the decedent from the donor by 

21 gift,or from Slich prior, deceden'hygift, bequest, devise, 

22 or iDheritance, or which can beideiltified as having been 
23 acquired in exchange for' property so received.' Property 

2~ includible in the gross estate 'of the 'prior d~ent- wider 

2S section 811 (f) imd property'included ill (408)ftetio~ gifts 
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1 of the donor under section 1000 (c) received by the decedent 

2 described in this subsection shall, for the purposes of this 

3 subsection, be considered a bequest of such prior decedent 

4 or gift of such donor. This deduction shall be allowed 

5 only where a gift tax imposed under Chapter 4, or under 

6 Title m of the Revenue Act of 1932, 47 Stat. 245, or 

7 an estate tax imposed under this chapter or any prior Act 

8 of Congress, was finally determined and paid by or on 

9 behalf of such donor, or the estate of such prior decedent, 

10 as the case may be, and only in the amount finally deter-

11 mined as the value of such property in determining the value 

12 of the gift, or the gross estate of such· prior decedent, and 

13 only to the extent that the value of Buch property is included 

14 in the. decedent's. gross estate, and only if in determining 

15 the value of the net estate of the prior decedent no deduction 

16 was allowable under this subsection, section 861 (a) (2) for 

17 the corresponding provisions of any prior Act of Congress, 

18 in respect of the property or property given in exchange 

19 therefor." 

20 (2) The first sentence of the second paragraph of 

21 section 812 (c) is amended to read as follows: 

22 "Where a deduction was allowed of any mortgage or 

23 . other lien in determining the gift tax. or the estate tax of 

24 the prior decedent, which was paid in whole or in part 

25 prior to the decederu's death, then the deduction allowable 
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1 under this subsection shall be reduced by the amount so paid.'1 

2 (3) The first two sentences of section 861 (a) (2):. 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

1S 

19 

20 

21 

22 

23 

2-1 

are amcnded to read as follows: 

"(2) PROPERTY PREVIOUSLY TAxED . ..-An amount 

equal to the value of any propcrty '(A) forming a part 

of the gross estate situated in. the United States of any 

person who died within five years prior to the death of 
• 

the decedent, or (B) transferred to the decedent by gift 

within five years prior to his death, where such property 

can be identified as having been received by the deeedent 

from the donor by gift, or from such prior decedent by 

gift, bequest, devise, or inheritance, or which can be . 

identified as having been aequired in exchange for prop

erty so received. Property includible in the gross estate 

of the prior decedent under section 811 (f) and prop

erty included in (409~ total gifts of the donor under 

section 1000 (c) received by the decedent describcd in 

this paragraph shall, for the purposes of this parngraph, 

be considered a. bequest of such prior decedent or gift . 

of such donor. This deduction shall be allowed only 

"'here a. gift tax imposed under Chapter 4, or under 

Title m of the Revenue Act of 1932, 47 Stat. 245, or 

an estate tax imposed under this chapter or any prior 

Act of Congress, was finally determined and paid by or 

TT n '7~"70 ~1 
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1. on behalf of such donor, or the estate of such prior 

2 decedent,' as the case may be, and only in the amount 

3 finally determined as the value of such property in dc-

4 termining the value of the gift, or the gross estate of 

5 such prior decedent, and only to the extent that the 

6 value of such property is included in that part of the 

7 decedent's gross estate which at the time of his death 
• 

8 is situated in the United States, and only if in detcr 

9 mining the value of the net estate of the prior decedent 

10 no deduction was . allowable under this paragraph, sec-

n tion 812 (c), or the corresponding provisions of any 

. 12 prior Act of Congress, in respect of the property or 

13 propcrty given in exchange therefor." 

'14 (b) AMENDliENTS'TO REVENUE ACT OF 1926 RE-

15 IJATlNG TO PROPERTY PREVIOUSLY TAXED.-

16 (1) The second sentence of section 303 (a) (2) 

17 of the Revenue Act of 1926,' as amended, is amended 

18 . by -strikin~ . out "this" following "estate tax imposed 

19 under" and inserting in lieu thereof "the Revenue Act 

20 of 1932". 

21 (2) The second sentence of section 303 (b) (2) 

22 of the Revenue Act of 1926, as amended, is amended 

23 by striking out "this" following "estate tax imposed 

24 under" and inserting in lieu thereof "the Revenue Act 

25 of 1932". 
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1 (c). EFFECTIVE DATES.--

2 (1) The amendments made by subsection«a) (lY~ 

3 shall be applicable to estates of ,decedents dymg after thil: 

4 date of enactment ofthfs Act, except that the reference' 

5 therein to' "an estate tax imposed ,under this chapter or' 

6 any prior Act of Congress," shall, be applicable witfv 

7 respect to estates of decedents dying-after February 10'1' 

8 1939. 

9 (2) The amendment made by subsection (a) (2 r 
10 shall be applicable 'with: respect to estates of decedents, 

11 dying after February 10,1939. 

12 (3) The amendments made by subsection. (a) l3 r • 
13 ,shall be applicable'to estates of decedents dying after th6 

a ' date of enactment of this Act" except that the reference ' 

15 therein to "an estate tax imposed under this chapter ot 

16 any prior Act of Congress," shall be applicable with 

II respect to estates of decedents, dying after February 10, 

18 1939. 

19 (4) The amendments'made by subsection 1b) shall 

20 be appliOlble with respect to estates of decedents dying _ 

21 after the date of enactment of the Revenue Act of 1932. ' 

22 (d) OVERPAYMENTS.-If the refund or credit of any 

23 overpayment to ,ilie extent resulting from the application of 

24:' subsections (a). (b), and, (c) of this section, is prevented 

25 on the date of enactment of this Act or within one year from 
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1 su(·b date. then, notwithstanding any other provision of law 

2 or mle of law (other than this subsection of this section and 

3 other than section 3761 of the Internal Revenue Code or 

4 section 3229 of the Revised Statutes, or such section as 

5 amended by section 815 of the Revenue Act of 1938, relating 

6 to compromises), such overpayment shall be refunded or 

.7. credited in the same manner as in the case of an estate tax 

8 erroneously collected if claim therefor is filed within one year 

9 from the date of enactment of this Act. 

10 SEC. 408. DEDUCTION FOR DISCLAIMED LEGACIES PASS-

U ING TO CHARITIES. 

12 (a) . DEDUCTION IN. CASE OF CITIZENS AND RESI-

13 DENTs.-The first sentence of section 812 (d) (rela~ing to 

14 the deduction for charitable, etc., bequests) is amended by 

15 inserting after "The amount of all bequests, legacies, devises, 

16' or transfers" the following: "(including the interest which 

17 falls into any such bequest, legacy, devise, or transfer as 8 

18 result of an irrevocable disclaimer of Q. bequest, legacy, de-

19 vise, transfer, or power, if (410)saeh d:H!elftimer 'heeemes 

20 iffeveea-ble the di.iclaimer is made prior to the date prescribed 

21 for the filing qf the estate tax return)". ,Ii 

22 (b) DEDUCTION IN CASE OF No~RESIDENTS NOT 

23 CITIZENS.-The first sentence of section 861 (a) (3) 

24 (relating to the deduction for charitable, etc., bequests) is 
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1 amended by· inserting. after, "The amount· of alI bequests, 

2 legacies, dcv~ses, '01' transfers" the following~· .. (including 

3 the interest which falls into any such bequest; legacy,deviSe, 

4, or transfer as a result of an irrevocable disclaimer of a bequest, 

I) legacy, devise, transfer, or power, if (411}sti:eB rusela:iH!.er 
• 

6 13eeemes meveea13Ie the disclaimer is made prior to the date 

7 prescribed for the filing of the estate tax return) ". 

8 (c) ESTATES WITH RESPECT TO WH;ICH AMEND-

9 MENTS ApPLICABLE.-The amendments made by this sec-

10 tion shall be applicable to estates of decedents dying after 

11 February 10, 1939. 

12 SEC. 409. DENIAL OF DEDUCTION ON BEQ-qEST TO CER-

13 TAIN PROPAGANDA ORGANIZATIONS. 

14 (a) CITIZENS AND RESIDENTs.-8ection 812 (d) (ril-

15 lating to deduction for bequests, etc., to charity) is amended 

16 by inserting before the period at the end of the first sentence 

17 the following: ee, and no substantial part of the activities 

18 of such trustee or trustees, or of such fraternal society, order, 

19 or association, is carrying on propaganda, or otherwise • 

20 . attempting, to influence legislation". 

21 (b) NO~'"RESIDEXTS NOT CrnZENS.-8ection 861 (a) 

22 (3 ) (relating to deduction for bequests, etc., to charity) 

23 is amended by inserting before the period at the end of 

2-1 the first sentence the following: ". and no substantial pa,rt 
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1 of· the activities of such trustee; or trustees, or of snch 

2 fraternal society, order, or association, is carrying on propa-

3 ganda, or otherwise attempting, to influence legislation". 

4 SEC. 410. PRIORITY OF CREDIT FOR LOCAL DEATH TAXES. 

5 (a) AMENDMENT TO OREDIT FOR 1924 GIFT TAX.-

6 Section 813 (a) ( 1) (relating to credit for estate tax of 

7 gift tax paid under 1924 Act) is amended by inserting after 

8 "s\:ibchapter" where it occurs tJIC second time the following: 

9 "(after deducting from sllch tax the endit provided by 

10 section 813 (b»". 

-11 (b) AMENDMENT TO OREDIT FOR 1932 AND OUAPTl;il 

12 4 GIFTTAX.-Seetion 813 (a) (2) (A) (relating to credit 

13 for estate tax of gift tax paid under 1932 Act or Chapter 4) 

14 is amended by inserting after "860" where it occurs the 

15 second time the following: "(after deducting from such tax 

16 the credits provided by section 813 (a) (1) and (b)". 

17 {e) 80 PER CENTUM LIlIUT ON LocAL DEATH TAX 

18 OOMPUTED BEFORE ALLOWANCE OF GIFT TAX CREDIT.-

19 Section 813 "(b) (relating to credit for local estate, succes-

20 sion, legacy, and inheritance taxes) is amended by striking -21 out" (after deducting from such tax the credits provided..by 

22 'section 8131a) (2»" and inserting in lieu thereof t( (be-

23 fore deducting from such tax the"credits provided by section 

24 813 (a) (1) and (2»". 
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1 SEC. 411. LIABILITY',OFCERl'AIN lIRANSFERE~S. 

2 {a) .. IMl'OSITIOY. OF LuBILITY.,....Section .827 l(b)~ is 

3 amended to' 1'.ead as follows: 

4 " (b) LrABlllTY OF TR.A:YSFEREE,· ETCk-If 'the tax 

5 tlt'reiu. impoRE'd is not 'Paid. when due,' then thespouse;11'a~s-
. . 

6 fl'rl'e, t1'ustl'e, 8urviving teDllnt,person;in ·.possession of the 

'l property by reason of the exercise, no~ercise,1 0' release, of 

8 1\ pOVl'erof appointment, or beneficiary, who receives, or has'on 

9 the dnte of thl' dl'ct'deut's death, property included in the gross 

10 t'stnte lIudrr sertion 811 (b), (c), (d), (e); (f) ror I(g) ,·to 

11 . tLe extent of the value, at the time of the decedent's death, ;0£ 

12 such property, shall be personally liable for such tax~ Any part 

13 of such property sold by sueh spouse, . transferee, . trustee, sur-

14 viving tenant, person in possession of property by reason of the 

15 l'xrrl'isr, nnnrxerrisr, or rell'8se of a power of appointment, 

16 or bent>fil'inry, to a ilOIlR fide purchosl'r for aD adequate and 

17 full consitiel'lltionin mo~ey or mont>y's worth shall be divesred 

18 of the lien provided in section 827 (a)' and a like lien shall 

19 then attach to all the property of such spouse, transferee, 

20 tmstee, surviving tenant, person in possession, or beneficiary, 

21 except any part sold to a bona fide purchaser for an adequate 

22 and full consideration in money or money's worth." 

23 (b) DEFI!\'"lTION OF TRA...'iSFEREB.--8ectiOD 900 (e) is 

24 amended to read as folloWs: 
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1 "(e) DEFIl).'ITION OF 'TRANSFEREE'.-As used in this 

2 section, the term 'transferee' includes heir, legatee, devisee, 

3 and distributee, and includes a person who, under section 827 

4 (b) , is personally liable for any part of the tax." 

5 SEC. 412. EXEMPTION OF ESTATES OF NONRESIDENTS 

6 NOT CITIZENS. 

7 (a) EXE)IPTIoN.-Section 861 (a) (relating to de-

8 duetions in case of estates of nonresidents not citizens) is 

9 amended by inserting at the end thereof the following new 

10 paragraph: 

11 

12 

"(4) EXEMPTION.-An exemption of $2,000." 

(b) TECllNICAL AMENDMENT WITn RESPECT TO 

13 PROPERTY PREVIOUSLY TAXED.-For technical amendment 

14 with respect to property previously taxed, see section 

15 (412)4G+ 405 (c) of this Act. 

16 (c) RETTIRNS.-Section 864 (a) (1) (relating to re-

17 turns of executors of estates of nonresidents not citizens) is 

18 amended to read as fonows: 

19 " (1) RETURNS BY EXECUTOR.-In the case of the 

20 estate of every nonresident not a citizen of the United 

21 States any part of whose gross estate situated in the 

22 lfnited States exceeds the amount of the specific exemp-

23 tion provided in section 861 (a) (4), the executor 

24 shall make a return under oath in duplicate, setting 

25 forth (A) the value of that part of the gross estate of 
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1 the decedent situated in the United States at the time 

2 of his death; (B) the deductions allowed under section 

3 861; (0) the value of the net estate -of the decedent 

4 as defined in section 861; (D) the tax paid or payable 

5. thereon; or such part of such information as IDay at the 

6 time be ascertainable and such supplemental data as 

7 may be necessary to establish the correct tax." 

8 (413)SEC. 413. PERIOD FOR FILING PETITION EXTENDED IN 

9 CER.T AIN CASES. 

10 (a) PERIOD EXTENDED.-Section 871 (a) (1) (rellil-

11 ing to period for filing petition with Board of Ta:c Appeals) 

12 is amended by inserting at the end thereof the following new 

13 sentence: "If the notice is addressed to an executor outside the 

14 States of the Union and the District of Columbia, the period 

15 specified in this paragraph shall be one hundred and fifty days 

16 in lieu of ninety days." 

17 (b) EFFECTIT'E DATE.-The amendment made by this 

18 section shall be applicable with respect to notices of deficienC1J 

19 fllailt'fl after the date of the enactment of this Act.. 

20 (414~ 4-l& SPE~I~IG EXEMP!];I9N. 

21 # AMaoc1? eP ExBMP'HaN. SeetteB we -{4 -{foe-

22 ltttzifig ~ the es:emptieB fep the l'\tI'Peses eI the etiJ.itieBfll 

23 es~te mt is 8:lBeftded By strikiBg em "$ iG,OOO" 8Bd i& 

24 seftiftg i& lieu: thef'eef "$GG,GOO". 

25 ~ TEOHNIO:A:J. A~FEND?tIE:N'J'. The fifsl seateaee ef 
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1 lIeetitlfl 82G -W- (felatmg tie littaility ef life iflsliflI:Bee Bette-

2 fieillrie~) is 8ffieflaea By strikiflg em ", itt e~eess ef '4Q,QQQ,". 

3 SEC. 414. OVERPAYMENT FOUND BY BOARD. 

4 The second sentence of section 912 (relating to over-

5 payment found by the Board of Tax Appeals) is amended 

6 by striking out "or the filing of the petition" and inserting 

7 in lieu thereof "or the mailing of the notice of deficiency". 

8 (415)sEC. 415. DEDL'CTlO,v OF FOREIGN EST ATE, SUCCESSION. 

9 LEGACY, AND INHERITANCE TAXES, ETC. 

10 (a) GEXER.lL RULE.-Secfio/l 812 (relati1lg to e.'Jtate 

11 tax deductions) is amf'lIded b!1 illt<erting at the end thPl>tOf 

12 the follQWing new suhsectiun: 

13 "(e) FOREIGN ESTATE, SUCCESSION, LEGACY, 

14 AND INHERITANCE TAXES,-The amount of any estate, 

15 itucce8Sioll, legaey, or inheritmlce taxes actulilly paid to 

16 allY foreign country ill re.~pe('t of any propert,1J situated 

17 within truCh foreign countr!l, u,hich M induded in the 

18 gross estate and which the ComInissioner determines cnn-

19 not be withdrawn fromf8J1ch country by rOOiJO'T/. nf fretJz-

20 ing orders, exchange restrictions, or other prohibitions 

21 (not including any ·truCh taxes paid with respect to the 

22 estate of a perSmt other than the decedent). This sub-

23 section shan apply in t1te case of a resident 'lOt a citizen 

24 only if the decedeut at the time of his death was an alien 

25 in respect of Imch foreign country. The deduction other-
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1. wise allowable under thiuubsection shaU be, reduced I by 

2 (1) the extent to'which-'the value aLthetime.ofthe Jie-

. 3 cedent' 8 death of such property, or itS ,avails, ' would, 

4 WruJer the applicable law, bear the .bui-den of the pay-

5 ment of item.~ allowed as deductions under' subsection 

-6." (b) iu tlte final adjustment a'nd settlement of the estate, 

- 7 (2) the amollnt of 10:~se8dedllcteduJlder subsect·ion (b) 

8 attributable tOSl/clt pl'opf.rly,-tlnd (3) the amount de-

9 ducted Ulldl'1' 8ub.'lectioll (c) and Vlldersubsectioll rd) 

10 itt 'I'e.spect or snelt propert,I/. The amoUnt .of S'II.ch ,ded1ic-

11 tion in re.~pect of any suc71.1Jf'operty 'ShaU nQt exceed the 

12 r;alue of such property included in the gross estate. For 

J.3 period of limitations, deficiencie,s and overpayments in 

-14 certain Case8, see ~tion 874 (b) (3)." 

15 (b) A..IIE.VD.t1EXT "#' SE(,TION 812 (b).-Redion 812 

16 (b) (reln/illg 10 d«lut'/iolls for e.rpell888. lo..'W?S, tndebtednflSS. 

17 and ta.rts) is atnffltiRd b!l iwserti-,'g before .the period at lhe 

18 rnd of the (irsJ IWf/Mln" therrot IAe /oIlouting: "e.rcepl· as 

19 prot'ided in subsectim. (e)". 

20 (c) AJlEND.VE.VT OF SECTION 813 (b,J.-S«tion 813 

21 (b) (relanng to credits for State estate, 1lWCeS&ion, legacy, 

22 aRd inAeritaJlce ~) is amended by ilwrting Gt the end 

23 tAertof the following 8tfI~: "For period of limitations, 

24 de~ and otlt'J'fH'!I"lf"Rts ill N'rtain C'fJSt'S, see 8et'tion 

25 874 (b) (3)". 
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1 (d) TECHNICAL AMENDMENT WITH RESPECT TO DE-

2 DUCTIONS IN CASE OF NONRESIDENTS NOT CITIZENS.-

3 For technical amendment with respect to deductions in the 

4 case of estates of nonresidents not citizens, see section 406 (b) 

5 of this Act. 

6 (e) EXTENSION OF PERIOD OF LIMITATIONS, ETC., 

7 IN CASE OF RECOVERY OF TAXES CLAIMED AS DEDUC-

8 TION OR CREDIT.-Section 874 (b) (relating to exceptions 

9 to general rule as to period of limitation upon assessment and 

10 collection) is amended by inserting at the end thereof the 

11 following new paragraph: 

12 "(3) REqOVERY OF TAXES CLAIMED AS DEDUC-

13 TION OR CREDIT.-If any tax claimed as a deduction or 

14 credit under section 812 ( e) ()1' section 813 (b) is recov-

15 ered from any foreign country, State, Territory, the Di6--

16 triet of Columbia, or possesSion of the United States, the 

17 executor, or if the recO'Very is obtained after the executor 

18 is discharged, then any person or persons recooering such 

19 amount, shall give lIOlice of such recooery to the Com-

20 missioner at such time and in such manner as may be 

21 required by regulations prescribed by the Commissioner 

22 with the apprO'Val of the Secretary. • With respect to the 

23 taxes due under this subchapter as a result of such re-

24 covery of the amount so claimed as a deduction or 
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1 credit, the limitations provided in subsection (a) shall 

2 apply from the time such notice, instead of the return, 

3 is filed, or, in case of a failure to file such notice, shall 

4 not be applicable. If assessment and collection of any 

5 deficiency resulting from such recovery iB prevented, 

6 except as provided in section 871 (a), then notwith.;. 

7 standing any provi8i0n of law or rule of law other than 

8 thiB paragraph and other than section 3761, notice of 

9 such deficiency shall be given and assessment and col-

10 lection thereof shall be made in the same manner as 

11 in the case of any other estate taz deficiency. If the 

12 refund or credit of any overpayment to the extent re-

13 sulting from the application of the preceding sentence 

14: is prevented within three years next after payment is 

15 made in accordance with the preceding sentence, then, 

16 notwithstanding any provision of law or rule of law 

17 other than this paragraph and other than section 3761, 

18 such overpayment shall lH! f'efunded or credited in the 

19 same manner as in the case- of an estate taz erroneously 

20 collected if claim therefor is filed within three years from 

21 the date of such payment." 

22 (f) CROSS REFERBYCE.-8ection 871 (a) (2) is 

23 amended by striling out "Section 872, relating to jropardy 
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1 assessments,' and" and by inserting 1n lieu thereof the 

2 following: 

3 "Section 872, relating to jeopardy asseasments; 

4 "Section 874 (b) (3),.relating to deficiencies in cer-

5 tain cases; and" 

6 (g) CROSS REFERENCE.-Section 913 13 amended by 

7 inserting immediately after the introductory claU/je the fo7,., 

8 lowing: 

9 "Section 874 (b) (3J, Recovery of tax claimed as 

10 deduction or credit." 

11 (h) ESTATES TO WHICH AMENDMENTS ApPLl-

12 CABLE.-. 

13 

14' 

15 

16 

17 

18 

19 

20 

(1) The amendments made by this section shall be 

applicable to estates of decedents dying after December 

31,1941, except as provided in paragraph (2). 

(2) The amendments made by this section insofar as 

they relate to section 812 ( e) l>1wll not be applicable to 

estates of decedents dying more than one year after the 

termination of {he present war. 

Part II-Gift Tax 

21 SEC. 45L GIFTS TO WHICH AMENDMENTS APPLIC4BLE. 

22 . Except as . otherwise expressly provided, the amend-

23 mcntli made by thi~.Part shall be applicable only with respect 

24 to gifts made in the calendar year 1943, end succeeding 

25 calendar years. 



.495 

1 SEC. 452" POWERS OF APPOINTMENT, 

2 (a) GENERAL RULE.-8ection1000 (relating to 00": 

3 position ot gift tax) is amended by inserting at' the -end; 

4 thereof the followin.$t new subsection: 

5 "(416)ttl)- (c) POWERS OF APPOINTMENT ........ An exer~ 

6 cise or release' of a power of appointment shall be deemed a 

7 transfer of property by the individual possessing such power, 

8 For the purposes of this subsection the term 'power of ap-

9 pointment' means any power to appoint exercisable by an· 

10 individual either alone or in conjunction with any person; , 

11 except:"'- ' 

12 " (1) a power to appoint within a class which does-

13 not include any others than the spouse of such individual; 

1·1 (417)dese.ellilrof\~s ~ Sttt'It iadi¥iftltftl ep hisllfl6tiSe' 

15 spoWJe of the creator of the power, descendants of such· 

16 individual or his spo'll.Se, descendants (other than such 

17 indit-idual) of the creator of the power or his 8pO'II.Se, 

18 spouses of such descendants, doneea described in section 

19 1004 (8) (2), and donees described in section 1004-

20 (b). As used in this paragraph, the term 'descendant' 

21 includes adopted and illegitimate des~ndants, and the 

22 term 'spouse' includes former spouse; and 

23 "(2) a power to appoint within a restricted class . 

2! if such individual did not receive any beneficial interest, 

25 vested or contingent, in the property from the creator 
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1 of the power or thel'eafter acquire any such interest, and 

2 if the power is not exercisable to any extent for the 

3 benefit of such individual, his estate, his creditors, or 

4 the creditors of his estate. 

5 (418)A donated power to appoint created on or before 

6 the date of the enactment of this Act, u·hich is e8tab-

7 lished in favor of the decedent, his e8tate, his credit or 

8 the creditors of his e8tate, if such power is released before 

9 January 1, 1943; and release of such power before 

10 January 1, 1943, shall not be deemed a transfer of 

11 property by the individual' possessing such power. 

12 (419)Y ft peweF t& IIflpeHtt is exereised t& tHry' exteBt By 

13 eFe8:tHtg lUletfteF peweF t& appeHtt, suelt BfSt peweF shttll ooti 

14 he eeBsiaeFea exeepted HIldeF p8:F8:gmph -fIt 6F ~ ffem the 

15 defuHtieB ef peweF ef 8:flpeHttmeBt. If a power to appoint 

16 is exercised by creating another power to appoint, such first 

17 power shall not be considered excepted under paragraph (1) 

18 or (2) from the definition of power of appointment to the 

19 extent of the value of the property subject to such second 

20 power to appoint. Fll1' the purpOSe8 of the preceding sentence 

21 the value of the property subject to such second power to 

22 appoint shall be its value unreduced by any precedent ll1' 

23 subsequent intere8t not subject to such power to appoint." 

24 (420)fH}- POWERS Wl'FH RnsPECP 'ffi WmCH AlfE~ 

25 M'B''fS ~ .A.ppHCABLB. The ftfBeBdmeBts mttde by this 
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-1 seeaeR shall fl6ti spply with respeet te ft; pewer te appemt, 

2 ereatea eft 6f hefere $e eate sf eBsetffitlBt ef thH! Aet; 'i'lrftieh 

3 is fl6ti e!tereisahle ffi ftwepsf the ffidividaal, his estate, his 

4 . epeaitefB, 6f the ereditefB sf his estate if the 'flewer te appeffit 

5 W8S released by seeh ffidividaal hefere twa ;reat'S s.ftep the date 

6 sf eBsetftl:eBt sf this -Aet 6f if the pewer te appeffit W8S ~ 

7 eised by Stteft individual 6ft (If helere the date sf eBsetmt'f;it 

8 sf thH! Aet; IHtd shftll ~ swlf with reapeet te ft; flewe, 

9 te appemt relessea eft 6f hefefe the da-te sf the eBsetmeBt 

10 ef thH! :Aet. 

11 (b) POWERS WITH RESPECT TO WHICH AMEND-

12 MENTS NOT ApPLICABLE.-

13 (1) The amendments made by this section shaU no' 

14 apply with respect to a pou'er to app~int, created on or 

15 before the date of enactment of this Act, which is other 

16 than a power exercisable in favor of the donee of the 

17 power, his estate, his creditors, or the crediwrs of hi! 

18 estate, tl1lless such power is exercised after the date of 

19 enactment of this Act. 

20 (2) The amendments made by this section shall flot 

21 become al'plieable ""ith respect w a pateer to. appoint 

22 created on or before the date of enactment of this Act, 

23 u)hicA is exerci..'lable in favor of the oonee of the power,;. 

24 his estate, his creditors, or the credilors of his estate, if 

H.ll. 7378 32 
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1 at such date the donee of such power is under a le!Jal 

2 disability to release such power, until six months after 

3 the termination of such le!Jal disability. For the pur-

4 poses of the preceding sentence, an individual iT.' the 

5 military or naval forces of the United States shall, until 

6 the termination of the present war, be considered under 

7 a legal disability to release a power to appoint. 

S SEC. 453. GIFTS OF COMMUNITY PROPERTY. 

9 Section 1000 (relating to tax on gifts) is amended by 

10 inserting at the end thereof the following new subsection: 

11 "(421)-fet- COIDfl!NI'FY FBOPERH. l..Il gifts ef eem-

12 Hilffiity preperty (dJ OO.lIJIUNITY PROPERTy.-All gifts of 

13 property held as community property under the law of any 

14 State, TerritorfJ. or possession of the United States, or any 

15 foreign country shall be considered to be the gifts of the hus-

16 band except that gifts of such property as may be shown to 

17 have heen received as compensation for personal services 

18 actually rendered by the wife or derived originally from such 

19 compensation or from separate property ~f the wife shall be 
• 

20 considered to be gifts of the wife." • I' 

21 SEC. 4M..' EXCLUSION FROM NET GIFTS REDUCED • . , 

22 Section 1003 (b) (2) (relating to exclusion of gifts) 

23 is amended to read as follows: 

)4 "(2) GIFTS AFTER 1 !l38 AND PRIOR TO 1943.-In 

25 the case of gifts (other than gifts in trust or of future 
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1 interests in property) made to any person by the donor 

2 during the calendar year 1939 and subsequent calendar 

3 years prior to 1943, the first $4,000 of such gifts to such 

4 person shall not, for the purposes of subsection (a), be 

5 included in the total amount of gifts made during such 

6 year. 

7 "(3) GIFTS AFTER 1942.-In the case of gifts 

8 (other than gifts (422)iB tmst eP of future interests in 

9 property) made to any person by the donor during the 

10 calendar year 1943 and subsequent calendar years, the 

11 first $3,000 of such gifts to such person shall not, for 
• 

12 the purposes of subsection (a), be included in the to~ 

13 amount of gifts made during such year." 

14: SEC. 455. SPECIFIC EXEMPTION OF GIFTS REDUCED. 

15 That part of section 1004 which precedes paragraph (2) 

16 of subsection (a) is amended to read as follows: 

17 "'SEC. 10M. DEDUCTIONS. 

18 "In computing net gifts for the calendar year 1942 and 

19 preceding calendar years, there shall be allowed (except as 

20 otherwise provided in paragraph (1) of subsection (a» 

21 such deductions as are provided for under the gift tax laws. 

22 applicable to the years in which the gifts were made. 

23 "In computing net gifts for the calendar year 1943 and. 

2'" subsequent calendar yeats, there shall be allowed as deduc-. 

25 tions: 
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1 " (a) REslDENTs.-In the case of a citizen or resident-

2 " (1) SPECIFIC EXEMPTION.-An exemption of 

3 $30,000, less the aggregate of the amounts claimed and 

4 ullowed as specific exemption in the computation of gift 

5 taxes for the calendar year 1932 and all calendar years 

6 illtervening between that calendar year and the calendar 
, 

7 year for w-hich the tax is being computed under the laws 

8 applicable to such years. This exemption shall be ap-

9 plied in all computations in respect of the calendar year 

10 1942 and previous calendar years for the purpose of 

11 computing the tax for the calendar year 1943 or any -
12 calendar year thereafter." 

13 (423)SEC. 456. PERIOD FOR FILING PETITION EXTENDED IN 

14 ' CERTAIN CASES. 

15. (a) PERIOD EXTENDED.-Section 1012 (a) (1) (re-

16 lating to period for filing petition with Board of Tax 

17 Appea13) 18 amended by inserting at the end thereof tM 

18 following new sentence: "If tM notice 18 addres.~ed to a donor 

19 outside the States of tM U nioll and tM D18trict of Columbia, 

20 tM period specified in this paragraph shall be one h;ndred 

21 and fifty days in lieu of ninety days." 

22 (b) EFFEcTlrE DATE.-TM amendment made.JI!! th18 

23 section sli.all be applicable with respect to notices of defICiency 

24 mailed after the date of tM enactment of this Act. 
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1 SEC. (424}4i& 457. OVERPAYMENT FOUND BY BOARD. 

2 The second sentence of section 1027 (d) (relating to 

3 overpayment found by the Board of Tax Appeals) .is 

4 amended by striking out "or the filing of the petition" and 

5in.serting in lieu thereof "or the mailing of the notice of 

6 deficiency". 

7 SEC. (425}41t; 458. DEFINITION OF PROPERTY IN UNITED 

8 STATES. 

9 (a) TEOHNICAL AMENDMENT TO DEFINITION .-Bec-

10 tion 1030 (b) is amended to read as follows: 

11 "(b) PROPERTY WITillN THE UNITEDSTATES.-Btock . . 
12 in a domestic corporation owned and held by a: nonresident 

13 not a citizen of the United States shall be deemed property 

14 situated within the United States." 

15 (b) EFFECTIVE DATE OF AMENDlIfENT.-The amen(),.. 

16 mont made by this section shall be effective as of Februatj 

17 10. 1939. 

18 TITLE V -Al\mNDMENTS TO PRIOR REVE", 

19 NUE ACTS AND MISCELLANEOUS PRO .. 

20 VISIONS 

21 SEC. 501. ADDITIONAL (426)CREDIT CREDITS FOR UNDIS. 

22 TRIBUTED PROFITS TAX. 

23 (a) AME...'IDHENTS TO THE REVE..'WB ACT OF 1936.~ 

24 (1) Section 14 (a) (2) of the Revenue Act .of 
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·502 

1936 (relating to definition of undistributed net income) 

is amended to read as follows: 

(427)" (2) !];he ~ 'Hfl:ilisttWlited fteli meeme' mellfls 

theadjlisted fteli meeme miBliS the 8IHB ef -fAr the 

divideHds paM efedit pfe·:ided iB BeetieB· 2+, -tlB- the 

ereilit pfeviiled iB seetieB ~ #, felatiBg *& eeBtFae~ 

:restrietiBg divideBdsi aM -tGr exeept iB eases where 

seetieB 2G # -fl+ is appHeabJe, the defieit eredit 

pfe'Vided iB BeetieB 2G -ffr.!! 
"(2) The term 'undistributed net income' means 

the adjusted net incom~ minus the sum. of (A) the 

dividend paid credit provided in section 27, (B) the 

credit provided in section 26 ( c) relating to restric

tions on payment of dividends, (0) except in cases 

where section 26 (c) (1) is applicable, the deficit credit 

provided in sec!ion 26 (f), and (D) the redemption 

credit provided in section 26 (g)." 

(2) Section 26 ( c) of the Revenue Act of 1936 _ 

(relating to credits of corporations) is amended by 

a11U!Tlding the heading to read as follows: "(c) RESTRIC

TIONS ON PAYMENT OF D IVIDENDS.-" ; and by amenJ.. 

ing paragraph (3) to read as follows: 

"(3) DEFICIT CORPORATIONS.-In the case of a 

corporation having a deficit in accumulated earnings and 
-

profits as of the close of the preceding taxable year, the 
---------
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1 amount of such 'deficit, if the corporation is' prohibited 
, 

2 by a provision of a law 01' of an order of a publicregu-

3 latory body from paying dividends during the existence 

4 of a deficit in accumulated earnings and profits, and' if 

5 such provision was in effect prior to May 1,1936. 

6 "(4) DOUBLE CREDIT NOT ALLOWED.-· If more 

7 than one of the credits provided in the foregoing para-

8 graphs (1), (2), and (3) apply, then the paragraph 

9 which allows the greatest credit shall be applied; and, 

10 if the credit allowable under each paragraph is tlie same, 

11 only one of such paragraphs shall be applied." 

12 (428~ (3) Section 26 of the Revenue Act of 1936 

13 (relating to credits of corporations) is amended by adding 

14 at the end thereof the following new (429)sllhseetieB 

15 subsections : 

16 .. (f) DEFICIT CREnIT.-The amount by which the 

17 adjusted net income exceeds the sum of (1) the earnings and 

18 profits accumulated after February 28, 1913, as of the 

19 beginning of the taxable year. and (2) the earnings and 

20 profits of the taxable year (computed as of the close of 

21 the taxable year without diminution by reason of any ~ 

22 tributions made during the taxable year). For the purposes 

23 of this subsection, earnings and profits of the taxable year 

24 shall be computed without diminution by the amount of the 

25 tax imposed under section 14, 102, 103, or 351 for such 
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1 taxable year; and earnings and profits accumulated after 

2 February 28, 1913, as of the beginning of the taxable year, 

3 shall be diminished on account of the tax under section 14. 

4 102, 103, or 351 for any previous taxable year only by the 

5 amount of such tax as computed under the amendments made 

6 by section 501 of the Revenue Act of (430)1912." 1942. 

,7 (431)"(g) STOCK REDEMPTION CREDIT.-An amount 

.. 8 equal to the portion of the recognized gain, realized within the 

9 taxahle year and prior to March 3, 1936, from the sale or 

10 other di3position of a capital asset, which, pursuant to a con

n tract, was di3tributed prior to such date to shareholders in 

,12 redemption in whole or in part of preferred stock and which 

,13 i3 not otherwi3e allowahle as a credit under any other provi

).4 sion of thi3 section or section 27." 

15 (b) EFFECTIVE DATE OF AMEND~fENTs.-The amend

,16 ments made by subsection (a) shall be effective as of the date 

17 of the enactment of the Revenue Act of 1936. 

18 (c) OVERPAYMENTS.-If the rcfund or credit of any 

19 overpayment for any taxable year, to the extent resnlting 

20 from the application of this section, is prevented on the dare 

21 of the enactment of this Act or within one year from s!lcb 

22 date, then, notWithstanding any other provision of law or rule 

23 of law (other than this subsection and other than section 3761 

24 of the Internal Revenue Code or section 3229 of the Revised 

25 Statutes, or such section as amended by section 815 of 
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1 the Revenue Act of 1938; relating to compromises) ,: such 

2 overpayment shall be refunded or' credited in the same 

'3 manner as in the case of an income tax erroneously col-

4 lected under the Revenue Act of 1936, if ,claim therefor is 

5 filed within one year from the date of the enactment of this 

6, Act. 

7 SEC. 502. STAMP TAX ON CERTAIN INSURANCE POLICIES. 

8 (a) IMPOSITION OF TAX.-Section 1804 (relating to 

9 stamp tax on policies issued by foreign insurers) is amended 

10 to read as follows: 

11 "SEC. 1804. INSURANCE POLICIES. 

12 "(a) 1;NSURANCE POLICIES OTBER THAN LIFE, AND 

13 INDEMNITY, FIDELITY, OR SURETY BONDS.-On each policy 

14 of insurance (other than life). indemnity, fidelity, or surety 

15 bond, or certificate, binder, covering note, receipt, memo-

16 randum, cablegram, letter, or other instrument by whatever 

17 name called whereby a contract of insurance or an obligation 

18 of the nature of an indemnity, fidelity, or surety bond is made. 

19 continued, or renewed against, or with respect to, hazards, 

20 risks, losses, or liabilities wholly or partly within the United 

21 States, if issued to or for, or in the name of, a domestic cor-

22 poration or partnership, or an individual resident of the 

23 United States, or with respect to hazards, risks. or liabilities 

2,1 within the United States, if issued to or for, or in the llllIDe 

.25 of, a foreign corporation. foreign partnership. or nonresident 
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1 inllividual, engaged in a trade or business within the United 

2 States, and if the insurer is a nonresident alien individual, or 

3 a foreign partnership, or a foreign corporation, and if such 

4 policy or other instrument is not signed or countersigned 

5 by an officer or agent of the insurer in a State, Territory, or 

6 District of the United States within which such insurer is 

7 authorized to do business, a tax of (432)4 8 cents on each 

8 dollar, or fractional part thereof, of the premium charged. 

9 " (b) LIFE INSURANCE, SICKNESS, AND ACCIDENT 
, 

10 POLICIES, AND ANNUITY CONTRACTS.-On each policy 

11 of insurance or annuity contract, or certificate, binder, cov-

12 ering note, receipt, memorandum, cablegram, letter, or other 

13 instrument by whatever name called whereby a contract of 

14 insurance or an annuitj contract is made, continued, or re-

15 newed with respect to the life or hazards to the person of 

16 a citizen or resident of the United States, (433)aBd if the m-
17 stH'ei' is tll B:elH'esideB:t &lieB: iBiliyidaal, tH:' & iereigB Jlftl'tfler 

18 sffitr, er It fereigH eefJIefftaeB:, ftBd if SHeh Jleliey er ~ m-
19 stmmeB:t is oot sigBed er e6lHitersigBed by ftB emeer er IlgeB:t 

20 ef the iBsHrer iB: ifI€lmte, Temtery, er Distriet ef the b"aited 

21 Smtes w-ithiB: whieh SHeh iBsHrer is Illitheril!edte de IlHsmess, 

22 & ti ef 1- eeB:t 00 eaeh delltu' er HftetieooI J!ftfl thereef, ef 

23 the JlremilHB eh8:Fged if the insUrer is a nonresident alien 

24 individual, or a foreign partnership, or a foreign CQ1'portv-

25 tion, unless 8UCh policy or other instrument is signed or coun--
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1 tersigned by an officer or agent of the insurer in a State, 

2' Territory; or District of the United States within which such 

3 insurer is authorized to do business,or unless the insurer, 

·4 is subject to tax under seCtion 201, a tax 011 cent on each 

'5 'dollar or fractional part thereof, of the premium charged.· 

6r " (c) REINSURANcE.-On each policy of reinsurance, 

7, certificate, binder, covering nota, receipt, memorandum, 

8 cablegram, letter or other. instrument by whatever name 

9 called whereby a contract of reinsurance is made, continued, 

10 or renewed against, or with respect to, any of the' hazards, 

n risks, losses, or liabilities covered by contracts described in 

12' subsections (a) and . (b)' of this section if the reinsurer is a 

13 nonresident alien individual, or a foreign partnership, or a 

U foreign corporation, and if such policy or other instrument 

15 is not signed or countersigned by an officer or agent of the 

16 reinsurer in a State, Territory, or District of the United 

17 States within which such reinsurer is authorized to do busi-

18 ness, a tax of 1 cent on each dollar, or fmctional part thereof, 

19 of the premium charged. 

20 .. ( d) When used in this section-

21 C< (1) The term "indemnity, fideEty, or surety bond' 

22 includes any bond for indemnifying any person who shall 

23 have become bound or eng&ged as surety, and any bond 

24 for the due execution or perforI08nl'e of any contract, 

25 . {)bIigation, or requirement, or the duties of any office or 
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1 position, and to account for money received by virtue 

2 thereof, where a premium is charged for the execution 

3 of such bond. 

4 " (2) The term 'insurer' includes any person who 

5 shall become bound by an obligation of the nature of an 

6 indemnity, fidelity, or surety bond, where a premium is 

7 charged for the execution of such obligation." 

8 (b) PAYMENTS TO' WmCR AMENDMENTS APPLI-

9 CABLE.-The 'amendments made by thi'! ~ection shall apply 

10 to the' making, continuing, or renewal of contracts occurring 

11 on or after the first day of the first month which begins more 

12' than 10 days' after the date of the enactment of this Act. 

13 SEC. 503. SUIT AGAINST COLLECTOR BAR (434)00 8Wt! 

14 AGAINST ll"NITED STATES IN OTHER SUITS. _ 

15 Section 3772 (relating to suits) is amended by inserting 

16 at the end thereof the following new subsection: 

17 "(d) SUITS AGAINST CoLLECTOR A. BAR.-A suit 

18 against a collector (or former collector) or his personal rep-

19 resentative for the recovery of any internal revenue tax 

20 alleged to have been 'erroneously or illegally assessed or 

21 collected, or of any penalty claimed to have been collected 

22 ~ithout authority, or of any sum alleged to have been exces-

23 sive or in any manner wrongfully collected shall be treated 

24 as if the United States had been a party to such suit in 

2lj applJ:ing the doctrine of res judicata in all suits instituted 
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1 after June 15, 1942, in respect of anyintemlil·revenue 

2 tax,~d in all proceedings in the Boardandon review of 

3 decisions of the Board where the petition to the Board was 

4' filed after such ~ate." 

5 (435~ iQ4. ell .... NGE 4»! N .. ..ME 4»! 'BOARD ~ ~ 

6 APPEM.S. 

'1 -fat UNU'BB S'i?:A:'i?BB ~ CeuR'i'. Effeeti-ve 6ft the 

8 ~ &ftep the tlftte ef eftftetmeBt ef this ~ seetieB 4!00 

9 (rela.ti:Bg te sta.tas ef BeMa ef ~ l .. ppeaIs) . is BmeBaea 

10 ~ i:Bserti:Bg a.t the eM thereef the feIlewi:Bg DeW SeBteBee! 

11 ~ BeMa sharY he 'kBeWfl ft& the Unitea Stlites ~ Ceft'Ai 

12 &Btl the memBers tHereef shall ee )me ii B ft& the presiili:Bg 

13 jatlge &:Bd the jatlges ef the Unitetl States ~ CeliPt." 

14 * :reWEDs, TBN'lffiB, E'i'O., UNOH:AN6ElB. The jHPiS-
. 

15 dietieB, pewers, &:Bd tlttties ef the UBitetl States ~ CeHPt, 

16 its diviSieBS &Btl its emeers tI:Bd empleyees, ftB6 theft. &p-

17 pemaae&t, meluili:Bg the aesigMtieB ef its emeers, &Btl 

18 the iHtmlHlities, &eBliPe ef emee, p&wefS; tlttties, rights, &:Bd 

19 privileges ef the presitling jatlge &:Bd jll.!ges ef ,the UBite'! 

20 Sttltes!fu Cem shaIl he the 8ftftIe flS ~ etistiBg law ~ 

21 viaI'd: ill the t'I&8e eI the B8ft:1'd: eI !fu Appeals. The Cem 

22 mtssieBM slWl l'eBtinlle te he represeB&ed ~ the B8IB8 ee1lB8el 

23 ill the MBl:8 BlftBBl'r 'hefeFe the Celift ft& he Jtas hefetefaioe 

24 ~ rel'reseBtell ill preeeeili:Bgs hefafe ~ Be8iF1l eI .!fH: 

~ . Appeals &Bd the t-HJIftYfl' shtill eeBkBue te ~ represeated H. 
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1 fteeeFallBee with FIIles ef pmetiee pFeseFillea 1ly the GelH't. 

2 N& ~ea persell shan he aewea admissiell te l'Fftetiee lie-

3 fere SIleh GelH't lleeaase ef his feilltFe te he ft memher ef IlB1 

4 l'refessiell 61' ealliRg. 

. 5 . -fer REi'BRENffi!lS. All l'efeFellees ill IlB1 staNte ia-

6 eept this seetiell) , 61' ill IlB1 FIile; Fegtrletiell, 61' eFaeF, te the 

7 "BeftFa ef ~ Appeals" 61' te the "BeftFd" wDell used ill 

8 the I!eft5e ef. "BeftFd ef ~ Appeals", er te the "memheF", 

. 9 "memhers", 61' "ehB:inBIlB" theFeef shall he eeRsiaeFed te Be 

10 maae te the URited States ~ Geud, the judge, judges, 

11 &lid pFeSidiRg judge tHeFeef, FespeetiveIy. 

12 SEC. (436)ioi 504. REQUIREMENT OF FILING NOTICE OF 

13 LIEN. 

14 Section 3672 (11) (relating to requirement of filing 

15 notice of lien for taxes) is amended to read as fonows: 

16 "(11) INvALIDITY OF LIEN WITHOUT NOTICB.-Such 

17 lien shall not be valid as against any mortgagee, pledgee, 

18 purchaser, or judgment creditor until notice thereof has 

19 been filed by the collector-

20 "(1) UNDER ITATE ORTERRITOBIAL LAws.-In 

21 the office in whicflo. the filing of such notice is author-

22 ized by the law ofsthe State or Territory in which the 

23 property subject to the lien is situated, whenever the 

24 .state or Territory has by Jaw authorized the .filing of 

·25 ncb notice in an office within the State or Territory; or 
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1 'f (2) ,WITH CLERK OF DISTRIOTCOURT.-In the 

2 office .. ofthe' cler\of the United.8tates district ~ourt for 

3 the judicial district in which the property subject. to the 
• 

• ' lien. is situated, whenever the State or Territory has not 

5 by law authorized the filing of such notice in an office' 

6 within the State or Territory; or 

7 "(3) WITH CLERK OF DISTRICT COURT OF THE 

,8 UNITED· STATES FOR THE DISTRICT OF COL UMBIA..~ In 

9 the office of the clerk of the District Court of the United 

10. States for the District of Columbia, if the property sub-; 

11 ject to the lien is situated in the District' of Columbia." 

12 (43 7)sJw. i9&. 8Y8PEN81QN ~ PERIQD ~ ~Ql\IPYTA 
. 

13 !.RQN. ~ INTEREST IN ~A8E ~ ~ERT'\IN 

14 FQREIGN TA XPAYERSo 

17 fep $afihle yeMB llegiBBiBg eftao Deeem.1l~ 3l; 1939, Hi 

18 ~ ease ef B8Bl'esideB' elieB iBdffidttsls llti:hjel$ t& ~ flI'&" 

19 Wftsas ef aeehen aH * et' BeeheB aH # ftBd ef fefeigB 

20 eSl'fIsf8!ieas' Blihjee' M ~ lIf6viai6BS ef seeheB 23l -{&}- ef 

21 ~ ImeJ'B8l Re¥eBtte Cede, there shftIl he eseladed ~ 

22 pe:aed llegiBBiBg with ~ tiMe ef enaeHBeM ef this M tmd 

23 endffig with t.he ifteenth day &I ~ tith 1B8IIIh fe1lewiBg 

24 t.he IBSBlft in whieh ~ lIfe5eM wtl:P is kftBjJJ8~d &9 p1'9-. 

25 elftimed. hy t.he I'feeident, if; dlH'iBg 8lleh peaell, pft) IDeM eI 
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1 saeft tH WftS Jlfe¥eftte.i ffile t& restfieti9BS imp9se.i with . 

2 reBJleet t& Stieh mdffldaals er e9fJ1omti9BS By f!ft1 fefeign 

3 eelHl:try. 
• 

4 (438}sEG eg;. STAMP ~ IN (;ONNE(;TION WITH TRANS 

5 ...... (;TIONS· tTNDER ORDERS ~ SE(;tTRITIES 

6 AND EX(;HANGE (;OMMISSION. 

7 Seeti9R l8G8 is omefuie.i By eho.BgiBg Mie .iesign&ti9R 

8 ~ sa9seeti9R ig)- t& 1ht- tIfid By iBsertiBg Mie fall9wHtg ReW 

9 saeseeti9R I 

10 SEC. 505. MISCELLANEOUS AMENDMENTS TO STAMP TAX PRO. 

11 YISIONS. 

12 (a) BONDS, ETO., ISSUED BY REOEIVER.-Section 

13 1801 (relating to stamp ta:J: on issuance of CQ1"porate obliga-

14 tions) is amended by inserting at the end thereof the follow-

15 ing new sentence: "Obligations described in this section issued 

16 by any receiver, trustee in bankruptcy, assignee, or other 

17 person, having custody of property, or charge of the affairs, 

18 of any corporation, shall, for the purposes of this chapter, 

19 be deemed to be issued by the corporation." 

20 (439)(b) TRANSFEBS BY OPERATION OF LAW.-

21 (1) Section 1802 (relating to the stamp ta:J: on sales 

22 and transfers of capital stock) is amended by inserting 

23 . at the end thereof the folWwing new subsection: 

24 "(e) TIUNSFERS BY OPERATION OF LA.w.-No de-

25 livery or transfer under subsection (b) fWt otherwise e:rempt 
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,1 ~haU be exempt because effected by operation of law. The tOf£ 

,2 ""ruler such subsection 8hall not be imposed upon any, deliverJJ 

3 or tramfer-

4 "(1) From a decedent to his execuWr or admini&-

5 trator. 

6. " (2) From a minor to his g¥ardian, or from: a 

l' guardian to his ward upon attaining majority. 

8 "(3) From an incompetent to his committee f!1' 

9 similar legal representative, or from a committee or 

10 similar legal representative to a former incompetent Up07£ 

11 removal of disability. 

12 "(4) From a bank; trust company, financial imti-:: 

13 tution, insurance company, or other similar entity, rm 

14 nominee, CU8todian, or trustee therefor, to a public ofJic~ 

15 or commission, or person designated by 8uch ofJicer 0'1:' 

16 commission or by a court, in the taking over of its as8ets, 

17' in whole or part, under State or Federal law regulating 

18 or 8Upervising 8Uch institution8. nor upon redelivery O'f:. 

-
19 retramfer by any 8UCh transferee or successor thereto, 

20 "(5) From a banl..TUpt or person in receivership 

21 due to insolvency to tM tru,~lee in bankruptcy or receiver.: 

22 from such receit..'flr to stich trustee, or from sucA lnl8~ 

23 to 811M receiver, nor upon redeliuery or retrUNlfer by 

24 any 8UCh transferee or successor thereto. 

R.R. 7378 33 
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1 "(6) From a transferee under paragraphs (1) to 

2 (5), inclusive, to his successor acting in the same capacity, 

3 or from one such successor to another. 

4 "(7) From a foreign country or national thereof 

5 to the United States or any agency thereof, or to the gov-

6 ernment of any foreign country, directed pursuant to the 

7 authority vested in the President by section 5 (b) of the 

8 Trading with the Enemy Act (40 Stat. 415), as amended 

9 by the First War Powers Act (55 Stat. 838). 

10 "(8) From trustees to surviVIng, substituted, BUe-

II ceeding, or additional trustees of the same trust. 

12 " (9 ) Upon the death of a joint tenant or tenant by 

13 the entireties, to the survivor or survivors. 

14 No exemption shall be granted under this subsection unless the 

"15 delivery or transfer is accompanied by a certificate setting 

16 forth such facts as the Commissioner, with the approval of the 

17 Secretary, may by regulation prescribe." 

18 (2) Section 3481 (relating to sales and transfers 

19 of bonds) is amended by inserting at the end thereof the 

20 foUowing fleW subsection: 

21 "(b) TRANSFERS BY OPERATION OF LAW.-No de-

22 livery or transfer under subsection (a) not otherwise exempt 

23 shall be exempt because effected by operation of law. The 

24 ta:J: under subsection (a) shall not be imposed upon any 

25'> delivery or transfer-
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1 '''(1) FrOm a decedent to his executor or adminis-
, 

2 trator. 

B "(2) From a minor to. his guardian, or from a 

'4 guardicin to his ward upon attaining majority. 

5"(3) From an incompetent to his committee or simi-

6 la?' legal representative, or, from a committee or simila?' 

'l legal representative to alormer incompetent upon removal 

8 of disability. 

9' U(4) From a bank, trust company, financial insn-

10 tution, . insurance company, or other similar entity, or 

11 nominee, custodian, or trustee therefor, to a public officer 

12 'or commission, or person designated by such officer or 

13 .commission or by a court, in the toking over of its 

14 assets, in whole or part, under State or Federal law 

15 regulating or supervising such institutions, nor upon re-

16 delivery or retransfer by any such transferee or 8t.ICCe88or 

17 thereto. 

18 "(5) From a bankrup'. or person in receivership 

19 due to'insolvency to the trustee in bankruptcy or receiver, 

20 trom such receiver to such trustee, or from such trustee 

21 to such receiver, nor "pan redelivery or retransfer by any 

22 such transferee or successor thereto. 

23 "(6) From a transferee undefo paragraphs (1) to 

24 (5), inclusive, to his SUCCt'8SOr acting in the same CQPOC-

25 ity, or from ane such successor w another. 
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1 "(7) From a foreign ,country or national thereof 

2 to the United States or any agency thereof, or to the 

3 government of any foreign country, directed pursuant 

4 to the authority vested in the President by section 5 (b) 

5 of the Trading with the Enemy Act (40 Stat. 415), as 

6 amended by the First War Powers Act (55 Stat. 838). 

7 "(8) From trustees to surviving, substituted, succeed-

8 ing, or additional trustees of the same trust • 

. 9 " (9) U pan the death of a joint tenant or tenant by 

10 the entireties, to the survivor or survivors. 

11 No exemption shall be granted under this section unless the 

12 delivery or transfer is accompanied by a certificate setting 

13 forth such facts as the Commissioner, with the approval of 

14 the Secretary, may by regulation prescribe." 

15. (440)(c) STAMP TAX EXEMPTION OF COOPERATIVE 

16 BANKS, ETc.-Section 1808 (c) (relating to exemption 

17 from stamp tax of stocks and bonds of building and loan 

18 associations, etc.) is a,mended by inserting after the, wordA 

19 "building and loan associations" a comma and the wordA 

20 "savings and loan associations, cooperative banks, and home-. 

21 stead associations". 

22 (441)(d) STAMP TAX EXEMPTIOY OF RAILBOAD AND 

23 CORPORATE REORGANIZ.-tTIOYS IN BANKRUPTCY, ETc.-

24 Section 1808 (e) and (f) (relating to'exemption of railroad. 
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1 and corporate reorganizations) are amended'·to read as 

2, follows: 

3 U (e) OORPORATE REORGANIZATIONS AND RJiJORGANI-

4 . ZATION OF RAILROADS.-The provisions of section 1801, 

5 1802, and 1821 (b) of this chapter and the proviSions of 

6 sections 3481 and 3482 of Ohapter 3f shaU not apply to the 

7 issuanCe, transfer or exchange of securities,. Or the making, 

8 delivery or filing of conveyances to make ef!ectiveany' plan 

9 of reorganization or adiustmen~ 

10 "(1) confirmed under the Act' entitled 'An' Act 'to. 

11 establish a uniform system of bankruptcy throughout the 

12 United States', approved July 1,1898, as ame1zi1ed, 

13 "(2) approved in an equity receivership proceeding 

14 . in a court involving a railroad corporation, as defined tn 
15 section 77 (m) of such Act, or 

16 "(3) approved in an equity receivership proceeding 

17 in a court involving a corporation, as defined in ,sectiOn 

18 106 (3) of iuch Act, 

19 if tM issuance, transfer, or e:rehange of securities, or tMmak-

20 mg, delivery or filing of instruments of transfer or confJe1f 

21 ance.!, occurs within five ytars from the flak of such confirnui-

22 tUm or approval" 

23 (442)(6) EXEllPTIONS IN OONSECTION WITH CBRT.uIi 

2! ORDERS OF THB SEC'l'RITIES AND-ExCHiLJ{Gg CO.lli8~ 
• 'I, 

: . )" 



1 SlON AND IN THE CASE OF CO.1l3JON TRUST FUNDS.-

2 Section 1808 (g) (cross reference) is amended by striking 

3 out "(g)" and inserting in lieu thereof "(h)" and by insert-

4 ing immediately before such subsection the following new 

5 subsectiOns: 

6 "(443)-fg)- (f) ORDERS OF THE SECURITIES .AND Ex-

7 CHANGE COMMISsION.-The provisions of sections 1801, 

8 1802, and 1821 (b) of tms chapter and the provisions 'Of 

9 sections 3481 and 3482 of chapter 31 shall not apply to the 

10 issuance, transfer, or exchange of securities, or making or de

II livery of conveyances, to make effective any order of the Se-

12 curities and Exchange Commission as defined in section 373 

13 (a) of chapter 1: Provided, That (1) the order of the Se-

14 curities and Exehange Commission in obedience to which suc~ 

15 issuance, transfer, or exchange of securities, or conveyances 

16 are made recites that such issuance, transfer, or exchange, or 

17 conveyances are necessary or appropriate to effectuate the pro-

18 visions of section 11 (b) of the Public Utility Holding Com-

19 pany Act of 1935, 49 Stat. 820 (U. S. C •• title 15, see, 

20 79k (b) ), (2) such order specifies and itemizes the securitiea 

21 and other property which are ordered to be issued, trans-

22 ferred, exchanged, or conveyed, and (3) such issuance, tran,s-

23 fer, or exchange, or conveyance is made in obedience to 

24 such (444)8f'deF." order, 

25 (445)"(g) OOMJION TRUST FUNDs.-The promsuma of 
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1 section 1802 (aJ shall not apply to the issu.e of -shares or 

~ certificates of a common trust fund, as defined in section 169." 

3 (446)(f) EXEMPTION OF UNITED STATES, ETO., FROM 

4 STAMP T Ax.-'Section 1809 (a) (relating to persons liable 

5 for payment of stamp tax) is amended by inserting at the end 

6 thereof the following new sentence: "The United $<ates or any 

7 agency or instrumentality thereof shall not be liable for t~e 

8 ta3: with respect to an instrument to which it is a party, and 

9 af!i:dng of stamps thereby shall not be deemed payment for the 

10 ta3:, which may be collected by assessment, from . any other 

11 party liable therefor .• " 

12 (447)(g) TRANSFER OF BONDS ON REORGANIZATION 

,.3 T AXABLE.-Section 3481 (a) (relating to imposition of 

14 transfer tax) is amended by striking out: "Pro'l)ided further. 

15 That the tax shall not be imposed on deliverWs .or transfers of 

16 bonds in connection with a reorganization (as defined in section 

17 112 of the Rewnu.e Act of 1932,47 Stat. 196) if any of the 

18 gain or wss from the exchange or distribution involt'ed in the 

19 delivery ot' transfer is flot recognized under the iflcom.fJ tax 

20 law applicable to the year in wkich the delivery or transfet: 

21 is mack:". . . 

22 (448)(h) TRANSFERS, ETO., WITl(.RESPECr T9-WHlOB 

23 AJlBNDME.VTS ApPLlCABLB.-

24 (1) TM ameRdment of section 1801 by subsectimt 



1 . 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

~1 

22 

23 

24 

520 

(a) of this section shall be applicable to obligations issued 

after the date of the enactment of this Act. 

(2) Section 1802 (c) and section 3481 (b) added 

by subsection (b) of this section shall be applicable to 

deliveries and transfers on or after the thirtieth day 

after the date of the enactment of this Act. 

(3) The amendment of section 1808 ( c) made by 

subsection (c) of this section shall be applicable to stocks 

and bonds issued or transferred after the date of the enact

ment of this Act. 

(4) The amendment of section 1808 (e) and (f) 

made by subsection ( d) of this section shall be applicable 

to the issuance, transfer, ~ exchange of securities, 

or the making, delivery, or filing of conveyances, after 

December 31, 1941, in the case. of the ameruJ:mem 

of. section 1808 (e), and after the date of the enact

ment of this Act, in the case of .the amendment of 

section 1808 (t). Section 267 of the National Banlrr 

ruptcy -Act (U. S. O. Title 11, section 667) and 

any other provision of Federal law insofar as it CUIIr 

fers exemption from stamp tax with respect to the issuance, 

"transfer, or exchange of securities, or the making, deliv

ery,"<>. filing of conveyances, after five years from the date 

of confirmatio.. -or approval of the plan of reorganization 
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1 or adjustment, shall be inapplicablelo the issuance, trans.. 

2 fer, or exchange ofsecu.rities, or the making, delivery, :or 

3 filing 01 conveyances, after December 31, 1941. 

4 (5) (A) Section 1808 (f)addedby subsection (e) 

5. of this section shall be applicable to the issuance, transfer. 

6 or exchange of securities, or the making or delivery· 0 1 

7 conveyances, after the date of the enactment of this Act. 

s (B) Section 1808 (g) as added by subsection (e) 

9 of this section shall be applicable to shares and certificates 

10 issued after the date of the enactment of this Act. 

11 (6) The amendment of section 1809 (a) made by 
• 

12 subsection (f) of this section shall be applicable to instru-

13 ments to which the United St.at(')J or any agency or instru-

14 mentality thereof becomes a 1)arty after the date of the 

15 enactment of this Act. 

16 (7) The amendment of section 3481 (a) made by 

17 subsection (g) of this section shall be applicabte to deliv-

18 . cries or tran4ers after the date of the enactment of thi. 

19 Act. 

20 SEC. (449)i08 506. TIME FOR PERFORMING CERTAIN ACTS 
// 

21 POSTPONED BY REASON OF w~ 
/ 

22 (a> AMENDlIIENTS TO THE INTERNAL ms~rting 
-f 

23 CODE.-'fhe Internal Revenue Code is amP'" 
,.-IllS : 

24: after section 3803 tbe following ne~ 
/ 
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1 "SEC. 3804. TIME FOR PERFORMING CERTAIN ACTS POST-

2 PONED BY REASON OF WAft. 

3 (450)" (8:) INBIVIDu..u.s. The peried ef time aftet. DeeeHl 

4 heP G; 1911, dariBg wltieh ita: Huli'lidwl:l is eHtsiile the 

5 Amerieas -fH eHtside fep fftefll fhoo 00 days eentinHesly), 6i' 

6 is within &B1 leeaJity in the AffierielHJ whieh the CeHllllis 

7 sienel' detel'HliBes is hesieged et' eeeHJlied B,. &B1 fereign 

8 ge'l'efllHlent with wltieh the UBHied Stlttes is ali Wftf'; 8:Bd the 

9 Be$ 00 days thereafter, shs.ll he disregftFded in deteFHliBiHg, 

10 llBder the intefllM re'l'eBfte lawlr, in respeet ef &B1- (inelHd 

11 mg 8:BY interest, penalty, 8:dditieB8l lI;HlellBt, et' additien *& 

12 the to) : 

13 

14 

15 

16 

17 

18 

19 

20 

21 

'-
23 

!!.fIt the lI;HlellBt ef 8:BY interest reqHiFed ~ he paid; 

whethel' in respeet sf Ue8, eredits, 6i' refuBds ; 

!!..f2}- the 8:JlplieaiieB ef penalties, additi6BM ftHlellBts, 

tIfId additieBS *& ttJ:F, 

!!f3t- the lI;IflellBt ef 8:BY eredit et' reftmd; 8:Bd 

!!..(4)- whethel' tI:BY ef the fellewmg &:ete WiI8 tel'" 

feFHled within the time preSeFihed therefep: 

"(A) fiIiBg: tI:BY ine6Hle, estate, et' gifi 6ft Fe-

"("8) paymeM ef tI:BY iBeeHle, estate, et' gifi 

t.H tli'- 8:BY iBSt&JlmeBt thet'e6f 6i' sf 8:BY ethel' lie

hility .... the United States Ht respeet ef &BY sooIt 
tu-; 
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1 

,~ tti-t 

3 "(D) BliBg 8: Iletitieft wHIt ihe Be8:fd ei ~ 

4Allllee:1s fel' redetef'ftl:iftatieft ef 8> defieieBey, et' fel' 

5 re .. iew ei 8> deeisieB reBaerea by the BeMa; 

6 . " (E) HliBg 8> eI&itR let' eredit et' l'efu:Rd ei ftBY 

7 tti-t 

8 "(F) llriBgiBg 8> 6ItiIi ftJl6ft ftBY saeh ele:iiR let' 

. 9 ,eredit et' reflHld I 

10 "(G) 8SSeSSHleBt ei fIifij" tHi 

. 11 "(II) giviBg et' makiRg fIifij" Betiee et' aemaBa, 

12 fep ihe IlllymeBt ei ftBY tH; &r with Feslleet te ftBY 

13 liahility te ihe URite4 States m Feslleet ei fIifij" tti-t 

14 !!.(I}- eellee~ieft,· by ihe CeHliftissieBer &r ihe 

15 eelleeter, by distraiRt et' stlterwise ei the tI>HIelHlt ei 

16 fIifij" liR-hility iB reBJleet ei fIifij" tHi 

1't ~ hriBgiBg etm (eivil &r erimiBal), by ihe 

,18 Uni:tea S~e8 et' ftBY smeer eft its lIehaM, iB reBJleet 

19 ei II>B1liatiility tit rc&Jleet eI ftBY tHi ft:Bd 

20 "(K) ftBY ether ae$ l'tltttHred et' permitted lHIlier 

~ t.he iRtel'Bfd J'e\"eBlle l&w& BJl eemed tit f'egale:tleBs 

22 llJ'eserihed &B61lP this eeeaoo 1Iy t.he CemmissioBep 

23 witB ~ ftIlllrewl ei t.he SeeretaFy. 

24 ~ OTIEEB TAXPAHlM :MiD OTlJEB Cma;M: 

25 STAN(]BB. IB eftSe8 te whielt IRiheeeRaB -{&}- tlees ~ 8llrly, 
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1 the C6H1H1issi6BeF HIfty liBSeF 81ieh regftiati6f1S ft5 he ftFe-

2 seribes, with the ftflflF6yaJ ef the SeeFetftf)', ftflflly 81ieh flFWli 

3 sioos te fleFS6f1s iB 81ieh eiFeuHlstftfleeS th&t; 

4 !!fIt ~ FeftS6f1 ef tmy iflsividflad heing 611tsidt 

5 the AHlerieas 6F hy FeftS6f1 ef tmy 16eality (withiflflf 

6 w-ith6lit the l .. HleFiefts) heiHg hesieged 6F 6eellflied, ItS 

7 deteFHIifled hy the C6H1fRissi6f1eF, B,. tmy feFeigB gtw-

8 eFHHleBt with whieh the UHited Stfttes is M WftF; 6F 

9 !!.f.!-)- ~ FeftS6B ef &fl iHSividliftl itt the militaFy SP 

10 Ho,vaJ ferees ef the lffiites States heiflg 611tside the Stfttes 

11 ef the UHi6f1 RHd the Distriet ef CellHflhift, 

12 it is iHlfl6ssihle 6F iHlflFftetieahle te JleFfeFHI tmy tte* Sfleeilied 

13 II:BSeF flftFftgFftflh f4)- ef SHeh 91iBseeti6f1. 

14 "(a) INDIYIDUAL8.-The period of time after Decem-

15 ber 6, 1941, during which an individual is continuously out-

16 side the Americas (if such period is longer than ninety days), 

17 and the next ninety days thereafter, shall be disregarded in de-

18 termining, under the internal revenue laws, in respect of any 

19 tax liability (including any interest, penalty, additional 

20 amount, or addition to the tax) of such individual-

21 "(1) Whether any of the following acts was per--

23 

24 

formed within the time prescribed therefor: 

"(A) filing any return of income, estate, or gift 

tax (~income tax withheld at IIOUrce and income 
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1 . tax imposed by C,hapter 9 .. or any law superseded 

2 thereby ~ ; . 

3 . " (B) payment of any income, estate, or gift 

4 taaJ (except income taaJ. withheld at source and income 

5 taaJ imposed. by Chapter 9 or any law superseded 

6 thereby) or any installment thereof or of any other 

7 liability to .the United States in respect thereof; 

8 "(C) filing a petition with the Board of Tax 

9 Appeals for redetermination of a deficiency, or for 

lO review of a decision rendered by the Board; 

II " (D) allowance of a credit or refund of any 

l2 taaJ; 

l!l "(E) filing a claim for credit or refund of 

L4 any taaJ; 

L5 "(F) bringing a suit upon any such claim for 

L6 credit or refund; 

L7 . "(0) assessment of any taaJ; 

L8 ce(H) giving or making any notice or demand, 

L9 for the payment of any taaJ, or with respect to any 

20 liability to the United States in respect of any t.az; 

n "(I) collection, by the Commi3sioner or the col-

22 lector, by distraint or oIherwise, of the amount of 

23 any liability in respect of any taaJ; 

24 "(J) bringing suit by the UrUled States, or mr 
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1 officer on its behalf, in respect of any liability in 

2 respect of any taa;; and 

3 "(K) any other act required or·permitted under 

4 the internal revenue laws specified in regulations 

5 prescribed under this section by the Commissioner 

6 with the approval of the Secretary; 

7 "(2) The amount of any credit or refund (includ-

8 ing interest). 

9 "(b) OTHER TAXPAYERS AND OTHER CIRCUM-

10 STANCES.-In any case to which subsection (a) does not 

11 apply in which it is determined by the Commissioner, under 

12 regulations prescribed by him with the approval of the Secr~ 

13 tary, that-

14 "(1) By reason of an individual being outside the 

15 Americas, or 

16 "(2) By reason of any locality (within or without 

17 the Americas) being an area of enemy action or being an 

18 area under the control of the enemy, as determined by 

19 the Commissioner, or 

20 "(3) By reason of an individual in the military or 

21 naval forces of the United Stale8 being outside the States 

of the Union and the District of Columbia, 
23 ilis •• 

'-esible or impracticable to perform anyone or more 
24: 'the 01 acts spt... _2. _.L._"":__ ( ) then· .2 ... _ •• .. _ In 1JII,(RHX<W11 a, In lreu:rr"tnUl!J. 

25 under the interna1-reven 
~ laws whether such act VIas per-
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1 formed within the time prescribed therefor, in respect of any 

2 taaJ liability (including any interest, penalty, 'additional 

3 amount, or addition to taaJ) affected by the failure to perform 

4 such act within such time, and in determining the amount of 

5 any credit or refund (including interest) affected by such 

6 failure, there shall be disregarded Buch period after Decem-

7 ber 6, 1941, as may be prescribed by such regulations. 

8 " (c) LnnTATION ON TIME To BE DISREGARDED.-

9 The period of time disregarded under this section shall not 

10 (451)iBelliae et' extend beyond whichever of the following 

11 dates is the earlier: 

12 .. (1) the fifteenth day of the third month following 

13 the . month in which the present war with Germanyi 

14 Italy, and Japan is terminated, as proclaimed by the 

15 President; or 

16 .. (2) in the case of an individual (452)efttitled: ~ 

17 Mle lleftefits eilllilllleetieft * et' -flit with respect to whom 

18 a period of time is disregarded under this section, the 

19 fifteenth day of the third month following the month in 

20 which an executor, administrator, or a conservator of 

2] the estate of such individual qualifies. 

22 cc (d) ExcEPTIONS.-

23 CC ( 1 ) TAX IN' oTEOP ABDY; BANKll:UPllY""" 
._Notwith-

24 

25 

CEIVEBSHIPS; AND TRANSFlRlln;:p./ 

standing the provisions 

~"L~' 

tal or (b)'-.: 
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any action or proceeding authorized by section 146 

(regardless of the taxable year for which the tax arose) , 

273; 274, 311, 872, 900, 1013, 1015, 1025, or 3660, 

as well as any other action or proceeding 'authorized 

. by law in connection therewith, may be taken, begun, 

or prosecuted. In any other case in which the Com

missioner determines that collection of the amount 

of any assessment would be jeopardized by delay, the 

provisions of subsections (a) and (b) shall not oper

ate to stay collection of such amount by distraint or other

wise as authorized by law. There shall be excluded 

h-om any amount assessed or collected pursuant to this 

paragraph the amount of interest,penalty, additional 

amount, lind addition to the tax. if any, in respect of the 

period disregarded under subsection (a) or (b). In 

any case to which this paragraph- relates, if the Com

missioner or collector is required to give any notice to or 

make any demand upon any person, such requirement 

shall be deemed to be satisfied if the notice or demand 

is prepared and signed, in any case in which the address 

of such person last known to the Commissioner or col

lector is in an area for which United States post offices 

onder instructions of the Postmaster General are not, 

by 1~ -"0 of the war, accepting mail for delivery at 

the time the -.. tice or demand is signed. -In such 



i (lnse the' notice or 'demand shall 'bedeeIriedtbdiave heen 

2 given or made upon: the date it is signed. ; " , 

S ' "(2) (453)WnERHAB9~,£BeP" 'llmP;"I1:>U::!:E. ~ 

4 D9WN AOTION TAKEN; BEFORE ASOER7'iitNMENT OF 

5 ;RIGHT TO BENEFITs.-The asseSSment or collection 'of 
, 6 ' 'any internni revenue tax or of any liability- to the United 

, '7 States in respect of any internal revenue tax, or any 

8: 'action or proceeding by or on behalf Of the United States 

9in connection therewith, may be made, taken/begun, tir 

10 ' prosecuted in accordance with law; Without'regard to th~ 

11 provisions of subsection (a) or (b), unless prior to such 

12 assessment, collection, action, or proceeding it is ascerL 

13 tained that the person r.on~emed ill ~ntit1ed to the herreL 

14 fits of subsection (a) or (b) . -

15 " (3) EXPIRATION OF PERIOD OF LIMITATIONS 

16 PRIOR 'rO ENACTMENT OF THIS SECTION.--This section 

17 shall not operate to extend the time for performing any 
18 act specified in subsection (a) (4~)-(4)- (1) (G)', 

19 (ll). (I), or (J) if such time imder the law in force 

20 prior to the date of enactment of this section expired prio; 

21 to such date. , -. 
, ./ 

~ .. ( e) I>EFm:ITIONS.-For 'pllrposes of this sectio ,_ 
means 

23 .. (1) AMERICAS.-The term • 

24 North, Central, and South Amt' • 

H. R.. 7378 34 ./ 
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1 Indies but not Greenland), and the Hawaiian Islands. 

2 (455)" (2) WHEN I:NBIVIBUA}, OBASBS 'ffl BB el:T'fSHlB 

3 :AMERIOAS ~ WI'fHI-:N :A hOO:A:M'fY BBSIE6BB aD eoou 

4 PfEB. lB the ease ~ ftf!j' ~ speemed is slihseetias ~ 

5 -f4r -fGh -(Hh iIh 6f' -{Jh ftf!j' isdividlilll alitside 

6 the Ameriells 6f' wi~ift a laeality is the 1.dserieftB he-

7 sieged 6f' aeelijlied By It fefeigH gavefBmest wiMt whieh 

8 the UBited StIltes is Itt waf sh&II Bet, if he fCtIints te the 

9 Amerie8B 6f' left yes Stieh laettli~' &ftef the diNe ef elWlt 

10 ~ ef this seerias, he deemed te fta.ve fet6flled te the 

11 Americas 6f' eellsed te he withiB SHeh laeality hefefe the 

12 d&te tipeB "iMeh the Celftffiissiasef feeeives frem sue1t 

13 iBdividas,l 8; Batiee tftefeaf is SHeh feffIt as the CalBlBis' 

14 siasef wiMt the IlHlfaVf!J ef the Seeretary, shftJI By regu-

15 latiaBS IlfCserihe. A similaf fftle shftII he applied is 

16 the ease ef 8; memheF ef the military 6f BII:Vftl fafeesef 

17 the UBited States whe is eBritled t& the heaeBts ef this 

18 seetiali. By feasaB ef heiBg alitside the States ef the UBiaB 

19 aDd the Distriet ef Calliffihia. 

20 "(2) WHEN INDIVIDUAL CEASES TO BE OUTSIDE 

21 AMERICAS OR WITHIN AN ARKl OF EliEJIY ACTION.~ 

.... For the purpose of determining whether any act specified 

• subsection (a) (1) (G), (H), (I), or (J) WfU 

perfOT11k- ...uhin the time prescribed therefor, if any 
period f· . o tl11le 1.8 alo_oqarded under this section by reason 
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; ·of. any individual being outside the Americas ;01' within 

an· area of enemy' action or control, such individual shall 

. '. not, if he returns to the Americas or leaves such area after 

the date of enactment of this section, be deemed to. have 

, returned to the Americas or ceased to be within such area 

before the date upon which the Commissioner receives 

from such individual a notice thereof in such form as the 

· Commissioner, with the approval of the Secretary, shaU 

by regulations prescribe. A similar rule shall be applied 

in the case of a member of the military or naval forces 

of the United States with respect to whom a period of 

time is disregarded under this section by reason of being 

outside the States of the Union and the District of 

Columbia. 

.. (3) WHEN EXECUTOR, ADMINISTRATOR, OR CON;" 

SERVATOR QUALIFIES.-(456}Ift t.he ease M e.Bj' ~ 

slleeiftell 1ft slffiseeaeft -W- i4t -{Gt; ~ % 91' -{JJ-

· For the purpose of determining whether any act specified 

in subsection (a) (1) (G), (H), (1), or (J) was ~ 

formed wilAin the time prescribed therefor, the month 

· in which an executor, administrator, or conservator 

qualifies,- if he qualifies after the date of enachn . ...r 

.""' ... which 01 this section, shall be deemed to be the mo 
~ ...-0/ 

· 'the Commissioner receives from }>ir:d/a notice thereof 



1 in such form as the Commissioner, with the approval of 

2 the Secretary, shall by regulations prescribe. 

3 "SEC. 3805. INCOME TAX DUE DATES POSTPONED IN CASE 

,4 OF CHINA TRADE ACT CORPORATIONS. 

. 5 "In the case of any taxable year beginning after Decem-

6 ber 31, 1940,no Federal income tax return of, or payment of 

7 any Federal income tax by, any corporation organized under 

8 the China Trade Act, 1922 (42 Stat. 849, U. S. C., Title 

9 15,ch. 4), shall become due until the fifteenth day of the 

10 sixth month following the month in which the present war 

11 with Germany, Italy, and Japan is terminated, as proclaimed . 

12 by the President. Such due date is prescribed subject to the 

13 power of the Commissioner to extend the time for filing such 

14 return or paying such tax, as in other cases." 

15 (b) EFFECT OF AMENDMENTS UPON PERIODS FIXED 

16 UNDER LAWS OTIIER THAN INTERNAL REVENUE COD'E.-

17 (457YJ'he ameBdmeBts maQe by Ws seeMoD shall Bet be eeJr 

18 . swed !;6 shOFteR 8iiY period ffiretl tii!idel' the pFovisiaBs of ~ 

19 . tieH ±3 eF M of the Aet approved Mareh !1, ~ (PI:l9lie 

20 I.a,w. 409 77~ OOBgi'ess) , eF seeBoB M30f the Soldiers' IIift4l 

21 Sailors' fJivil ReNe( Aet of W4G iM. sw... 1109, tJ:: S. ~ 

. !llile. 00; 1\PPeH6tx, ~ ~ wi~iH whieh aBY ~ BiIIlY he 

ftef~~et)t that· aBY e:etiOB 6P preeeediHg al:ltBeMed mtder 

.~ ·seeti~ ~~....L.1~, -flt of the llit6l'ftill Rev-eDl:le .~ l1li 
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1 eeImee*ieR therewith, fftfty be takeR, beglHl, er preseemea 

2 ,,_at regMdte the Ileflea s& futed., 

3 (458)(1) PUBLIC LAW 4"0, SEVENTY-SEVENTH CON-

4 GREss.-The amendments made by this section shall not 

5 be construed to shorten anJj period fi,.'Ccd under the pro-

6 visions of section 13 or 14 of the Act approved March 

7 7, 1942 (Public Law 490-77th Congress), within 

8 which any act may be done, e3Jcept that any action Or 

9 proceeding authorized under' section 3804 (d) (1) of 

10 the Internal Revenue Code, as well as any other action 

11 or proceeding authorized by law in connection therewith, 

12 may be taken, begun, or prosecuted without regard to t1lk 

13 period so fi:ced. 

14 (2) SOLDIERS' AND SAILORS' OIVIL RELIEF AOT 

15 OF 19J,O.-

·16 . ( A) The amendments made by this section shaU 

17 not be construed to shorten any period fi:ced under tlie 

18 provisions of section 618 of the Soldiers' and Sailorf 

19 Civil Relief Act of 1940 within which any act ma~ 

20 be done, e3Jcept that any action or proceeding auth~'r'-

21 ized under section 3804 (d) (1) of the Internal 

22 Revenue Code, as well a.s any other action or prO'-

23 ceeding authorized iYJl law in connection therewith, 

24 may be taken, begun, or prosecuted without regard 

25 to the period so fi:ced. 
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1 (B) Artick II of 1M Soldiers' and Sailorl 

2 Civil Relief Act of 1940, as ame,uhd, is amended 

3 by adding at 1M end tAereof I~ follmrulg new &eC-

4 lion: 

5 "SEC. 207. Section 205 of this Act sAaH not apply with 

6 respect to any period of limitation pre8CTibed by or under 

7 1M internal revenue lau-s of 1M U niled SlaleB." 

8 (c) RETROACTIrB EFFEcT.-The prorisions of sectioru 

9 3804 and 3805, as added by subsection (a) of this section, 

10 shall be effective as if they were eruu::hd on December 7,1941; 

11 except that the phrase "dale 01 enactment 01 this Metion", whe,. 

12 wed in subsections (d) (3) and (e) (2) and (3) 01 sectio,. 

13 3804, means the date of enactment 01 this Acl. Any amount 

14 01 interest, penal1y, additional amount, or addition to I~ Iaz 

15 otherwi.rJe allowable as a refund or crtdil under 1M internal-

16 revenue laws (including sections 3805 and 3804, e.zcepl sub-

17 section (d) (2)) may be refuruled or crtdihd without r".. 

18 gard to section 3804 (d) (2). So inkresl sAaH be allowed 

19 or paid by 1M United States upon any amount refunded or 

20 crtdihd by reason of this subsection. 

21 (459)sEC. 507. MITIGATION OF EFFECT OF DIS.awFA.'iCE OF 

22 REIMBC,'RSE.VENT ON CO.UlUCTS FITH THE 

23 UNITED STATES. 

24 Chapter 98 ;., amended by inserting at 1M end ther«Jf 

25 1M following new section: 
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1 "SEC. 3805. MITIGATION OF EFFECT Of DISALLOWANCE OF RE-

2 

3· 

IMBURSEMENT ON CONTRACTS WITH THE UNITED 

.STATES. 

4 "(a) REDUOTION OF REIMBURSEMENT FOR PRIOR 

5 T AX.4BLE YEAR.-In the case of a coslrplua-a-fixed-fee con-

6 tract between the United· States or any agency thereof and 

7 the taxpayer, if an item for which the taxpayer has been 

8 reimbursed is disallowed as an item of cost chargeable to such 

9 contract and, in a taxable year beginning after December 31, 

10 1941, the taxpayer is required to repay the United States ()J" 

11 any agencu, thereof the amount disallowed or the amount dis-

12 allowed is applied as an ollset against other amounts due the 

13 taxpayer, the amount of the reimbursement of the taxpayer 

14 undet: the contract for the taxable year in which the reimburse-

15 . ment for such item was received or was accrued (hereinatter 

~6. referred to as 'prior taxable year') shall be reduced by 'the 

17 amount disallowed. The amount of the repayment Of' ofset 

18 shall not constituls a deduction for the year in which paid or 

19 incurTed. The foregoing provisioM of this subsection shall 

20 not apply in respect of any contract if the taxpayer shows 10 

21 the satisfaction of the Commissioner that a different rnetlwd of 

22 atX:Ounting for the amount of the. repayment or disalloultince 

23 clearly re/f~ts income, and in such case the repayment or 

24 disallowanca shall be accounted for witA respect to the ~ 

25 yMr prouided for under such method, w1Uch for the ~ 
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. -i' 'Of iubseCtions (b) and (c) shall be considered a prior tax

'2\ " 'able 'iieo:)o:; . 

3 "(b) OREDIT AGAINST REPAYMENT ,ON ACCOUNT OF 

4 DISALLOWANCE.-', 

5 "I1} GENERAL RULE.-There shall be credited 

6 'against the amount disallowed the amount by which 

'7 the tax for the prior taxable year under Ohapter 1, 

·8 Chapter 2A; Ohapter 2D~ and, Ohapter 2E,· is de-

,'if creased by'reason of the application of 8ubsection (a). 

10 "(2) QREDIT FOR BARRED YEAR.-If at the time 

11 of the repayment or offset described in, subsection (a), 

12 refund or credit of tax under Ohapter 1, Ohapter 2A, 

13 Ohapter 2D, or Ohapter 2E, for the prior taxable yefnl, 

14 is prevented (except for· the provisions of sectiOn 

15 3801) by any provision of the internal-revenue laws 

16 other than8ection 3761, or by rule of law, tile 

"1f amount by which the tax for such year under such chap-

18 ters is decreased by the application of subsection (a) 

'19 8han be computed under thiS paragraph. There 8hall 

20 first be ascertained the tax previously determined for the 

21 prior taxable year. The amount of the tax previously 

22 determined shall be (A) the tax 8hourri by the taxpayer 

23 upon his return for 8'lU;h taxable year, increased by the 

24 amounts previously assessed (or collected without asse8If-

25 ment) as deficiencies, and decreased by the amounts 
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1: ' previously abated, credited, refunded;' or.'otherwise repaid 

2 in respect of. suck tax; or (B) if no amount-was shown 

3 as the tQ3j by such taxpayer upon kis, return, or if no 

4 return' was made by such taxpayer, therithe- amounts 

, $, - previously· assessed· (or collected without· assessment) as 

6 deficiencies,but such amounts previously assessed, 01' 

7 collected without assessment; shaU be decreased by the 

8 'amounts previously abated, credited, refunded, or other-

. 9 wise repaid in respect of such tax. There shall then 

lObe ascertained the decrease in tax previously determine/l 

11 which results solely from the application of subsectiOn 

12 (a) to the prior taxable year. The amount 80 asc~ 

13 wined, together with any amounts coilected as additi~ 

14 to the ta:e or interest, as a result of subsection (a) riOt 

15 having been applied to the prior taxable year shaU 'be 

16 -the amou~t by which such ta:e is decreased. 

17 "(9) INTEREsT.-In determining the amount of tile 

18 credit'tlnder thia subsection flO interest shall be allowefl 

19 with respect ~ the amount ascertained ttnder paragrapl 

20 (1) or paragraph (2); ezcepf tAaI if inWesC is cAarged 

21 by the United States or the agency thereof on account of 

22 the disallolDaflCe for any period before the date of the 

23 repayment or ol/set, the credit shall' be increased by an 

24: amount equal to inieres& D1I the amount ascertaimd .ruler 

23 either such paraiJraph at the same rote and for the period 
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1 (prior to the date of the repayment or offset) as interest 

2 18 so charged. 

3 "(c) OREDIT IN LIEU OF OTHER OREDIT OR RE-

4 FUND.-,-I f a credit 18, allowed under subsection (b) with 

::; respect to a prior taxable year no other credit or refund under 

.6 the internal-i'evenue laws founded on the application of sub

'(section (a) shall be made on account. of the amount allowed 

8 with respect to such taxable year. If the amount allowable 

9 as ,a credit under subsection (b)ea;ceeds the amount allowed 

10, under such subsection, the excess shall, for the purposes of 

11 the internal revenue laws relating to credit or refund of ta:c, 

12 be treated as an overpayment for the prior taxable year which 

13 was made at the time the repayment or offset was made." 

14 (460)sEC. 50B.AMENDMENT TO THE PUBLIC SALARY TAX ACT 

15 OF 1939. 

;U~. (a) EXEMPTION OF OERTMN OOMPENS.4TION FOB 

:17, PERIOD BEFORE 1939.~ection 203 of the Public Salary 

18 Tax Actor 1939 is amended by designating the present 

~ language contained therein as subsection (a) and by adding at 

20 the end thereof a new subsection to read as follows: 

21 " (b) Any amount of income tax (including interest, addi.,. 

~ tions..to tax, and additional amounts) for taxable years be-

23 ginning after December 31, 1938, to the extent attributable 

24 to compensation for personal service rendered in a taxable 

25 year beginning prior to January 1, 1939 (other than com--
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1 . pensation received as a pension, retirement pay, or similar 

2 allowance), as an officer or employee of a State, or any politi

a cal. subdivision thereof, or any agency 0'1' instrumentality of 

i 4 anyone or more of the foregoing-

Ii " (1) shall not be assessed; and 

6 " (2) if assessed, the assessment shall be abated and 

7 any amount collected in pursuance of such assessment 

8 shall be credited or refunded in the same manner as in the 

9 case of an income tax erroneously collected, 

10 if the Oommissioner of Internal Revenue, under regulations 

11 prescribed by him with the approval of the Secretary of the 

12 Treasury, finds that assessment of such tax, or disallowance 

13 of a claim for credit or refund, except for Title I of this Act, 

14 would result in the application of the doctrines in the cases of 

15 Helvering against Therrell (303 U. S. 218), Helvering 

16 against Gerhardt (304 U. S. 405), and Graves et al. against 

17 New York ex rel. O'Keefe (306 U. S. 466), extending the 

18 classes of officers and employees subject to Federal ttuation." 

19 (b) EFF~CTIYB DATB OF AMENDMENT.-The ~ 

20 ment made by this sec#ion shall be effective as of the date of 

21 enactment of the Public Salary Tax Act of 1939. 

22 (461}sEc. 509. JOINT COM,VITTEE ON COMPULSORY SA.YING. 

23 (a) There is hereby t.stablished (I committee to study 

24 methods of financing the war, to be composed of (1) five 

25 members of the Oommittee on Finance of the Senate, to be 
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1 appointed by. the President of the Senate; (2) five members 

2 of the Committee on Ways and Means of the H ouae of Repre

~ Bentatives, to be appointed by the Speaker of the H ouae of 

4 Representatives; and (3) the Secretary of the Treasury. ..4. 

5 vacancy in the committee shall not affect the power of the re-

6 maining members to eucute the functions of the committee, 

7 and shall be filled in the same manner as the original seloo-

8, tion. ..4. majority of the committee shall constitute a quorum, 

9 and the powers conferred upon them by thi8 section may be 

lO exerci8ed by a majority vote. 

II (b) It shall be the duty of ~ committee to make a fuU 

l2 and complete study and investigation of all plans for com

l3 . pulsory savings, and other plans, by which money may be 

L4 TaMed to assi3t ,in the conduct of the war and the avoidance 

L5 of inflation and plans for payment currently of ta:us. The' 

l6 committee shall report to the President and to the Congress 

l7 the results of its study, together with its recommendations, 

18 on or before December 1, 1942 . 

. 9 (c) The committee, or any duly authorized subcom-

10 mittee thereof, is authorized to hold S'IlCh hearings, to sit awl 

11 act at S'IlCh times and places, to- employ S'IlCh experts awl 

12 S'IlCh clerical and other assistants, to require by 8Ubpena or 

:3 otherwise the ~ of S'IlCh witnesses and the prodt£Oo

:4 tion of S'IlCh books, papers, and documents, to administer 

:5 such oaths. to take S'IlCh testimony, and to make S'IlCh Q-
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1 penditures, as it deems advisable. The provisions of sectiohs 

2 102 to 104, inclusive, of the Revised Statutes shall apPly 

3 in case of any failure of any witness tocomply'with any 

4 subpena, or to testify when summoned under theauthorlty 

5 of this section. 

6 (d) The committee is authorized to utilize 'the servic~, 

7 information, facilities, and personnel of the departments and 

8 agencies of the Government. 

9 '( e) There is hereby authorized to be appropriated lhe 

10 sum of $10,000, or so much thereof as may be necessary, 

11 to carry out the provisions of this section. 

12 (f) AU authority conferred by this section shall terni~ 

13 nate upon the submission of ihe committee's final report.: , 

14 (462)sEC. 510. A.BOLlTlON OF BOA.RD OF REVIEW A.ND TlUNS. 

15 FER OF JURISDICTION TO BOA.RD OF Tll 

16 A.PPEA.~ 

17 (a) Elfective as of the clf!Sfl of business on Decem'fieir 

18 31, 1942, the Board of Review, established under section 906 

19 (b) of the RetleRue Act of 1936, is hereby abolished and 

20 the juri..~iction vested in said Board of Review is hereby 

21 transferred to and vested in the Board of Tu Appeals. 

22 (b) StCnon 906 (b) of the Reoenue Act of 1936 is 

23 amended to read as foUows: 

24: •• (b) TAe Board slIall Aave jurisdiCtiora HI proce«l-- . 

2S mgs tuuler this section to review the GllotoaJ1C8 or du:.. .. 
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1 allowance of the Commissioner of a claim for refund, 

2, and to determine the amount of refund due any claimant 

3 with respect to $UCh claim. The Commissioner shall 

4 make refund of any such amount determined by a deci-

5 sion of the Board which has become final." 

6 (c) All proceedings pending in the said Board of Review 

7 on December 31, 1942, shall be deemed pending in and be 

8 transferred forthwith to the Board of Ta:c Appeals, and shall 

9 be proceeded with and disposed of by the Board of Ta:c 

10 Appeals as if originally begun therein. 

11 ( d) A II journals, dockets, books, files, records, and prOJr 

U . erty, including office equipment of the said Board of Review, 

13 shall be transferred to the Board of Ta:c Appeals. 

14 (e) Section 902 of the Revenue Act of 1936 (relating 

15 to conditions on allowance of refunds) is amended by strik-

16 ing out "Board of Review". and inserting in lieu thereof 

17 "Board of Ta:c' Appe~ls (hereinafter referred tJJ as tllP 

18 'Boarfl)". 

19 (f) (1) Section 906 (c) (relating to allowance of claim 

20 for refund and nature of hearing) is amended to read as 

21 foUows; 

22 "(c) The allowance or disallowance of the Com-

23 missioner of a claim for refund under this section shall. 

24 be final, unless within ninety days (not counting Sunday 

25 or a legal holiday in the District of Columbia as the 
• 



~ nine#eth day) after the' date ot,mailing ,tJy .. register~d 

2 mail by the, Oommissioner of notice' tha~ a claim fqr 

3· . refund of any such amount has been disallowed, in whole 

~. 0", in part, the claimant files a petition with the Board 

5 requesting a hearing on the merits 'Of his claim, in whole 

6 'Or in part. Upon the filing of any such. petition the 

7." claimant shall be entitled to a hearing as provided herein. 

8 N oticeand opportunity to be heard shall be given to the 

9 claimant and the Commissioner. If the notice is 00-

10 dressed to a personQut.m:ie the States .of the Union and 

,11 the District of Columbia, the period specified in this 

12 subsection shall be one hundred and fifty days ,in lieu '1>1 

ninety days." -" ". 

'14(2) The amendment made by this subsection, insofat' 

15 ,'tJS applicable to the date for filing the petition, shall Rdl 

16 apply it. the Commissioner has prior to 'January 1, 1943, 

17 mailed notice by registered mail that the' claim for refufld 

18 has been di8aUowed in whole or in part. 

19 (9) Section 906 (d) (relating to conductofhearingJ 

20 is amended to read as follows: 

21. "(d) Each such hearing shall be conducted by:a 

22 division of the Board and shall be open to the public. 

23 The proceedings in such hearings shall be conducted is 

2! accordance u;ith suCh rules of practice and proc«lure 

25 (other than rules of evidence) tIS th4 Board may ",.. 



1, sc;ribe, and 'in accordance with the rules of evidence 

2 applicable in courts of equity of the Di3trict of Oolumbia. 

3 The claimant and' the Oommi3sioner shaU be entitled 

4 ,to 'be represented by counsel, to have witnesses sub-

'5 penaed, and to examine andcro88-examine wune88es. 

6 The diviBion shaU have authority to admini3ter oaths, 

7 examine witnesses, rule on questions of procedure and 

8 ' the admWibility of evidence, and to require by subpena, 

'9, signed by any member of the Board, the attendance and 

10' testimony 'of witne88es, and the prdduetion of aU nec'ea-

11 sary returns, books, papers, records, correspondence, 

12 'memoranda, and other evidence, from any place in tILe 

13 United States at any designated place of hearing, aM 

14 to require 'the taking of a deposition by any designated 

15 individual competent' to admini3ter oaths. Any witness 

16 summoned or whose deposition is talren pursuant to this 

17 section shan receive the same fees and mileage as Wit-

18 nesses in the courts of the United States. Suer" f'ees 

19 and mileage and the expenses of taking any sueh deposi-

20 tion shaU be paid as foUows: r ; 

21 "(1) Witnesses for Oommissioner.-In the eke , 

22 of witnesses for the Oommissioner sueh payme;,tiJ 

23 ' shan be made by the Secretary out of any moneyS 

24 appropriated for the coUection of internal-revenue 



1. "(2)' Other Witnesse$ . ...:...ln ihe case of any 

2 other witnesses, such. payments sha,ll be made, sub-

S iect to rules prescribed. by the Board, by the party 

4 at whose instance the witness appears or the depo-

5' sition is taken." 

'6 . (h) Section 906 (e) (relating to findings of fact and 

'1 decision) is amended to read as follows: 

8 "(e) After the condusion of the 'hearing' a report 

9 and a decision thereOn shall be made as quickly as prac-

10 ticable by the division conducting such hearing. The 

11 report of the division shall become the repurt of the 

12 Board within thirty days after such report by the'divi-

13 sion, unless within such period the chaiman has directed 

14 'that such report shall be reviewed by the Board. Any 

15 . preliminary action by a division which does not form 

16 the basis for the entry of the final decision shall not be 

17subit'Ct to review 'by the Board except in accordance with 

18 such rules as the Board may prescribe. . The report of 

19 a dit-isitm shaUflot be a part of the record in: any case 

20 in v'hich the chairman directs that such .report shall be 

21 ra>tert.1td 'by the Board. It shall' be tAe duty of the 

22 lJoard and of each dir:1sion to include in its rqxwt upon 

23 any procfflling its findings of fact or opinioo or memo-
.. 

24 Tandum opinion. The Board shall rqxwtin writing 

n.R. 7378 35 
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1 all its findings of fact, opinions, and. memorandum opin-

_ 2 ions. A decision of. the Board (except a decision dis-

. 3 missing a proceeding for 'lack of jurisdiction) shall be 

4 held to be rendered upon the date that an order speci-

5 fying the amount of the refund, or that no refund is 

6 due, is entered in the records of the Board. If the 

7 Board dismisses a proceeding for lack of jurisdiction, 

. 8 an order to that effect shall be entered in the records of 

9 the Board and the decision of the Board shall be held 

10, to have been rendered upon the date of such entry." 

11 . (i) Section 906 (f) (relating to costs and fees) 1,8 

12 amended to read as follows: 

13 " (f) The Board is authorized to fix a fee, not in excess 

14 olthe fee fixed by law to be charged and collected therefor 

15 . by the clerks of the district courts, for comparing, or for 

16 preparing and comparing, a transcript of the record, or lor 

17 copying any record, entry, or other paper and the comparison 

·18 . and certification thereof." 

19 . (j) Section 906 (g) (relating to appeals) is amended 

.20 to read as follows: 

21 "(g) A deiision uf the Board rendered after Jan-

22 uary 1, 1943, may be reviewed by a circuit court of 

23 appeals or the United States Court of Appeals for the 

~ District of Columbia, if· a petition for such review. is 

25 {Jed b.!J either the claimant or the Commissioner within 
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three months after the deci.9ion is rendered. 'SuchdeCi

sionmay. be, reviewed by the circuit court. of appeals 

for the circuit in which the claimant. resides, or has 

his principal place of 'business, Qr, if nonel 'by t'heUniied 

States ,Court of Appeals fOr the District of. Columbia: 

Provided, however, That in any event sitch deCision, may 

be reviewed by any circuit court of appeals or the United 

States Court '()f Appeals for the District ot Oolumbia 

which may be designated by the Oommissioner a1l,d the 

claimant by stipulation in writing. Such courts shall 
, 

have exclusive jurisdiction to affirm the deci.9ion of the 

Board, or to modify or reverse such tleci.9ion, if it is not 

in accordance with law, with or UJithout demanding the 

cause for a rehearing as justice may require. The judg

ments of such courts shall be final, subject to review by 

the Supreme Court of the United States tlpon certifica

tion or certiorari as provided in secti0n.9 239 and 240 of 

the Judicial Code as a'llImded. Such courts are author-

ized to adopt rules for the filing of petitions f()f' review, 

preparatioR 01 the ncord for review, and the conduct 01 

the proceedings on review. A decision of the Board ren:
dered after JmuuJfy'l, 1943 shall become final in the 

same manner that decisions of the Board bix:ome firial 

tinder sectiOJa 1140 'of the Internal Revenue Code." 

(1.:) S.O'ING PROYISIONS.-8ectltm 906 (g) 01 the 
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1 Revenue Act of 1936, as in effect prior to the date of enact- . 

. 2 ment of the Revenue Act of 1942, shall remain in effect as 

3· to petitions to review decisions of the Board of Review ren.-

. 4dered prior to January 1, 1943, but shall not, if any case 

5 . . involving any such petition is remanded for further proceed-

6. ,ing8 in the Board of Tax Appeals, remain in effect with 

7 respect to any further proceedings in such case. 

S yl) This section shall take eflect January 1,1943. 

9 '(463)SEC. 511. DEFINITION OF MILITARY OR NAVAL FORCES 

10 OF THE UNITED STATES. 

11 Section 3797 (a) (15) is amended to read as follows: 

12 "(15) MILITARY OR NAVAL FORCES OF THE 

13 UNITED STATES.-The term 'military or naval force8 

14 of the United States' includes the Marine Corps, the 

15 Coast Guard, the Army Nurse Corps, Female, the 

16· Women's Army Auxiliary Corps, the Navy Nurse 

17 Corps, Female, and the Women's Reserve branch of the 

IS Naval Reserve." . 

~9 (464)sEC.512. JOINS COMMITTEE ON INTERNAL REVENUE 

20 TAXATION-POWEB. TO OBTAIN DATA. 

21 Chapter 48 (relating to joint committee) is amended by 

22 adding at the end thereof the following new section: 

23·"SEG. S012. ADDITIONAL POWERS TO OBTAIN DATA. 

24 "(a) The JQift/, Committee on Internal Revenue Taxa-

21) lion or the Chief of Staff of such Joint CommiUee, upon 
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1 approval of the Chairman or Vice-Chairman, is authorized 

2 to secure directl!/ from the Bureau of Internal, ,Revenue 

3 (including the Assistant General Couriselfor the Bureau :Of 

4· Internal Revenue), or directly from any executive depart-

5 ment, board, bureau, agency, independent establishment 'Or 

6 instrumentality of the ?overnment, information, suggesti01l.8, 

7 data, estimates and statistics, for the purpose of mf!.ki1l,g 

8 investiJations, reports and studies relating to internal revenue 

9 taxation. • 
" 

10 "(b) The Bureau of Internal Revenue (including the 

11 Assistant Genera~l Counsel for the Bureau of Internal Rf!J.. 

12 emu), executive departments, boards, bureaus, agencies, inck-

13 pendent e,~tablish1llents alld instrumentalities are authoriitd 

14 and dil'eo/ed to furnish such information, suggestions, dala, 

15 estimates and statiostics directly to the Joint Committee oft 

16 11It(~al Revenue Taxation or to the Chief of Staff of 8'/.IJek 

17 Joint Committee, "pon request made pursuant to thios sectio,i.!' 

18 TITLE VI-EXCISE TAXES. 

19 SEC. 601. EFFECTIVE DATE OF THIS TITLE. 

!!O This title shall take effeet on the first day of the first 
• 

21 mouth ",hil'h begins more thau 10 days after the date of the 

22 t"U8ctment of this Act. 

23 SEC. 602. DISTILLED SPIRITS. .. 
24 (8) RATE ON DISTILLED SpIRITS.-Section 2S00 (8) 
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-1 - (1) is amended by striking out "$4" and inserting in lieu 

2 thercof "$6". 

3 (b) RATE ON IMPORTED PERFUMES CONTAINING 

4 ALCoHoL.-8ection 2800 (a) (3) is amended by striking 

5 out "$4" and inserting in lieu thereof "$6". 

6 (c) DRAWBACK ON DISTILLED SPIRITs.-The third 

7 paragraph of section 2887 is amended by striking out "$4" 

8 and inserting in lieu thereof "$6". 

9 (d) FLOOR STOCKS TAx.-Section 2800 is amended 

10 -by inserting at the end thereof the following new subsection: 

11 "(j) 1942 FLOOR STOCKS TAX.--

12 "(1) TAX.-Upon all distilled spirits upon which 

13 the interoal-revenue tax imposed by law has been paid, 

14 . and whiclt on the effective date of Title VI of the 

15 Revenue Act of 1942, are held and intended for sale 

16 or for use in the manufacture. or production of any article 

17 intended for sale,there shall be levied, assessed, collccted, 
-

18 and paid a floor stocks tax of $2 on each proof-gallon, 

19 and a proportionate tax at a like rate on all fra(1ionaJ 

20 parts of such proof-gallon. 
• 

21 (465)" (2) RElTIINS .. Enw~T ~PfseH reqllireti ~ ~ 

22 slibseerieB ffl pay' ~ &eP Sleeks H shell; eft er hefere 

23 the first; day ef the fhifd H!6Hth fell6wU!g the elJeetivt' 

24 date- ef ~ +I ef ~ ReveHHe Ag ef 19-12, lHlile!' 
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, 

l'eI the Seefetriry, shftH .pfeseriae, make' 8: fe~1H'B &RtEl 

2 

3 "(2) RETuRNs ......... Under such regulati0118 .~ tlul 

4. Commissioner with the approval of the Secretary shall 

5 prescribe, every person required by paragraph (1) to 

,6 . pay any floor stocks tll,1;' shall, on'. or before the end 

7 of the thirtieth day following the effective aate of Title 

8 VI of the Revenue Act of 1942 make a return and 

9 .shall, on or before the fjrst day of ·,the third month . . 
10 following such effective date, pay' such ta.'/!. }>aymen.· 

11 of. the tax shown to be due may be e~tended to a date 

12 not later than the first day of the tenth month fol.f 

13 lowing the effective date of Title VI of the Revenaij, 

14 Act of 1942, upon the ruing of a bond for paymeilf 

15 thereof in such form and amount and with suchsurefj 

16 or sureties as the Commissioner, with the approval of 

1.7 the Secretary. may prescribe. , , 

l8 "(3) LAws APPLIc4BLE.-All provisions of laW'. 

19. including penalties, applicable in respect of intemal~ 

20 revenue taxes on distilled spirits shall, insofar as applica.: 

~. ble (lIld not inconsistent with this subsection, be applicb.'; 

22 . ble in ,respec\ of the floor stocks tax imposed hereunder.: 

23 .For the purposes of this subse¢9n the term 'distilled 

2..1 spirits' shall includ~ products. -produced, in such mannt'r 
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'1 that the person producing them is a rectifier within the 

2 meaning of section 3254 (g)." 

3 (466)(e) EXEJ/PTION OF IMPORTED ALCOHOL FOR IN-

4 DUSTRIAL PURPOSES.-

'a (1) AMENDMENT TO INTERNAL REVENUE. CODE.-

'0 Part II of Subchapter 0 of Ohapter 26 (relating to 

7 iiulustrial alcohol) is amended by inserting at the end 

'8 thereof the following new section: 

.9, "SEC. ,3125. IMPORTATION OF ALCOHOL FOR INDUSTRIAL 

10 PURPOSES. 

11 "(a) IMPORTATION WITHOUT PAYMENT OF INTER· 

12' NAL REVENUE T AX.-· Under regulations to be prescribed 

13 by the OOmmissioner, with the apprO'llal of the Secretary, 

14 and subject from the time of its withdrawal from customs 

15 custody to aU the applicable provisions of this part, alcohol 

16 : of 160 proof, or greater, may be imported into the United 

17 States and be withdrawn, in bO'lul, from customs custody, 

18 without payment of the internal-'l"evenue tax imposed by 

19 section 2800 upon the act of importing such alcohol, for 

20 transfer to i;ldus(rial alcohol plants, alcohol bonded ware-

21 houses, and denaturiTi!J plants for redistillatioll or denatura-

22 tion and withdrawal, or withdrawal without redistillation or 

23 denaturation, tax free or tax paid, as the case may be, for 

24 aU the purposes authorized by tl,is part. If such alcohol 

25 ia withdrawn from tl,e said indlllllriui nh·tJlwll'lnllt.~, alcohol 
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1 bonded warehouses, or denaturing plants for' beverage pur

. 2 . poses, there' shall be paid upon such withdrawal an addi-

3 tion'al tax. equal to the. duty which would have been paid 

4 . had. such spirits been imported for· beverage purposes, less 

5 the duty already paid thereon. 

6 "(b) WITHDRAWAL TAX FREE FOR USE OF UNITED 

7 STATES.--'-Alcohol may be withdrawn from customs custody 

8 by the United States or any governmental agency thereof for 

9 its own use, free of internal-revenue ta.'!), . under such regu

la lation& as may be prescribed." 

11 (2) EFFECTIl'E DATE OF SUBSECTION.-Notwith-

12 

13 

standing section 601, this subsection shall take effeet 91l 

the day following the date of enactment of this Act. 

14: (467)(f) DRAWBACK IF DISTILLElJ SPIRITS USED FOR 

15 CERTAIN PURPoSEs.-Section 3250 (relating to taxation t)f 

16 di3tilled spirits) is amended by inserting at the end thereof 

17 tile following new subsectioo: 

18 "(I) MANUFACTURERS OR PRODl'CERS OF DESIO. 

19 NATED NONBET"ERAGE PROIIUCTS.-

20 "(1) Lv (;EXERAL.-An.IJ 1'"8011 Hsmg distilled 

21 spirits l".oollct'fl ill a domestic r(·gi.~h".td didillery 9; 

22 indllSfrial alcohol plant Gild fully tax-paid in the mall. 

23 . fachln or ,)rOOI/chon of mfflici"e8, flafflicinal prepara-

2! tio".~, food Ilf'fldl/cts. l'tll'Of'll, or Jlarf)r;/lg extracts u'1Ii('lI 

25 . fII'f' lll1fit 1"1' fwol'f'rag" 1I1/r/IO.'If'S fllld an sold or other-
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1 wise transferred for use for other than beverage pur-

,2 poses upon payment of a special taa; per annum, shall 

3 be eligible for drawback as hereinafter provided for. 

4 (2 r Such special tax per annum shall be graduated 

5 in 'amount as follows: (a) for total annual withdrawals 

6 not exceeding 25 proof gallons, $25 per annum; (b) for 

7 total annual withdrawals not exceeding 50 proof gallons, 

8 $50 per annum,· (c) for total annual withdrawals of 50 

9 proof gallons or more, $100 per annum. 

10 "(3) REQUIREIIfENT8.-Such person shall register 

11 annually with the Commissioner; keep such books and 

12 records as may be necessary to establish the fact that dis-

13 tilled spirits purchased by him and fully tax-paid were 

14; used in the manufacture or production of medicines, 

15 medicinal preparations, food products, flavors, or flavor-

16 ing extracts which were unfit for use for beverage pur-

17 poses; and shall be subject to such rules and regulations 

18 in relation thereto as the Commissioner, with the approval 

19 of the Secretary, shall pre.~e to secure the Treasury 
, J" 

20 of the United States against frauds. 

21 "(4) INoVE8:rIGAT~VE POWERS OF' COMJlI8-

22SIONER.-The Commissioner, for ,the purpoBe()f ascer· 
. 

23 taining the cmTectness of any claim filed under thi8 

24 subsection is authorized, by any officer or employee 01 

25 the Bureau. of Internal Revenue, including the field 
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1 service, designated by him for that purpose, 'to examine 

· 2 'any books, papers, records, or memoranda bearing upon 

· 3 the matters required to be alleged in the claim, and may 

4 require the attendance of the person filing the' claim br 

· 5 . of any officer or employee of such person, or the attena-

6 ance of anll other person having. knowledge in the 

7 premises, and may take his testimony with reference '10 

8 any matter covered by the claim, with power to admin-

9 ister oaths to such person or' persons. 

10 "(5) DRAWBACK.-A drawback at the rate i()1 

11 $3.75 on each proof gallon shall be allowei on distilled 

12 spirits ta3>-paid and used as provided in this subsectioi 

13 and be dlLe and payable quarterly upon filing of a proper 

14 claim with the Commissioner. No claim under this stili-

15 section shall be allowed unless filed with the Commissioner 

16. within the three months flext succeeding tlie quarter for 

17, u,hich the drawback is claimed." 

18 SEC. 601 FERMENTED MALT LIQUORS. 

19 (a) RATE ON FERMENTED MALT LIQtTORS.-SectiOR 

20 3150 (a) is ampndpd by striking ont "S6" and insprtingiii 

21 lipu thereof "$7". 

22. . (b) FLOOR STOCKS T.u.-Section 3150 is 8IDl'ndpd b~' 

23. inserting at the end tbereof the following new subsl'<'!ior.: 

24 .. (e) 1942 FLOOR STOCKS T.u.-

25 "( 11 TA..."{.-Upon all feJl!lented malt liquors l1r\lD 
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1 which the internal-revenue tax imposed by law has heen 

2 paid, and which on the effective date of Title VI of 

3 the Revenue Act of 1942 are held by any person and 

4 . intended for sale there shall be levied, assessed, collected, 

5 and paid a floor stocks tax at a rate of $1 per barrel of 

6 31 gallons. (468Yffle ftHt iffipflsed hy this sHBseeti9ft 

7 shttll B6I; 8·pJ:lly ~ ~ fettI.ti: steeks ef iet'ffteHted ~ 

8 HIlHem heM hy a perseH 9ft preHiises as ~ whit'h sooIt 

9 pei'S9ft has iHeRfl'E'd eeenplltieHlI1 tfHf II!! ft Petail dellier 'ffi 

10 Hqaem 6i' a fettI.ti: dealer ffi HIIllt liltuers·fer ffte peried 

11 hegiHHing 6ft Jaly l-; 1942, B:Hd as ~ whieh He 6thef 

12 eeeapatieH81 itHt wifft rel!J:leR ~ dell>ling ffi difltilled I!)'Jirifl, 

13 wines, 6i' ~ Iillaers, fifts heett meurrefl hy sadt pel'fleB 

14 

15 ~ RETURNS. Every pemeH ret}liired hy ~ 

16 g"fllph -flt ~ 'J:lftY' 8Hj' &6P steeks fa shftll, 6ft 6i' heWN! 

17 ~ first day ef ~ ~ ltieHth wDewiHg ffte elIeetive 

18 date ef !fiHe ¥I ef ffte R.eveHlie Aef; ef HH2, IiHde. 

19 stieh regulatleBS as ffte CefBHIH!si9fter with- ffte 8pp~.ttI 

20 ef the Seeretllf'Y sftttIl preserilJe, mKe It retliFH IHId ~ 

21 . stieh ttHc 

22 "(2) RETUR.v8.-Under such regulatUms as the 

23 Commissioner with the approval of the Secretary shaU 

24 pre.'JCTibe, eI"ery per.,!(Jn requir('d b!lllfJrayraph (1) fo Im!/ 

25 an.'! floor slocks ta;~ .~11Q1l, on or befm'e flill emlof file tltir-
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:1 tieth day following the effective· date· of Titre I VI 'of the 

. 2 Revenue Aot of 1942 make a return and shOll, 00 or 

3' before the (irst day of the third month . following such 

4 effective date, pay such ta:r;. Payment of· the· tax shoWn 

5 to be due may be extended to a date not later than the 

6 first day of the tenth month following the effective date 

7' of Title VI of the Revenue Act of 1942, upon the filing 

8 of a bond for payment thereof in such form and amount 

9 and with such surety or sureties as the Commissioner, 

10 with the approval of the Secretary, may prescribe. 

11 "(3) LAws APPLIOABLE.-All provisions of' law, 

12 including penalties, applicable in respect of the taxes 

13 imposed by subsectiori (a) shall, insofar as applicable 

14 and not inconsistent with this subsection, be applicable 

15 with respect· to the floor stocks tax imposed by this 

16 subsection." 

17 SEC.6OC. WINES. 

18 (a) RATE ON STILL WINES.-Section 3030 (a) (1) 

19 (A) is amended by. striking out "Scents" and inserting in 

20 lieu thereof "10 cents"; by striking out "30 cents" and in-

21 serting in lieu thereof "40 cents"; and by striking out "65 

22 cents" and inserting in lieu thereof "$1.00". 

23 (b) RATE ON SPARKLING WINES, LIQUEUBS, CoB-

24 DIALS, Ero.--Section 3030 (a) (2) is amended by striking 

25 out "7 cents" and inserting in lieu thereof "10 cents"; and 
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1 by striking out "3t cents" and inserting in lieu thereof "5 

2 cents"" 

3 (c)· FLOOR STocKS.-Subchapter F of Chapter 26 is 

4 amended by, inserting at the end thereof the following new 

5 section: 

6 "SEC. 3193. 1942 FLOOR STOCKS TAX ON WINES. 

7 "(a) FLOOR STOCKS TAL-Upon all wines upon which 

8 . the internal-revenue tax imposed by law has been paid, and 

9 which on the effective date of Title VI of the Revenue 

10 Act of 1942 are . held and intended for sale or lor use In 

1J the manufacture or production of an article intended for 

12. sale, there shall be levied, assessed, collected, and paid a 

13 floor stocks tax 'at rates equal to the increases in rates of tax 

14 (469) (ever the defeftSe ttaI: m6eS~ made applicable to suCh 

15 articles by section 604 of the Revenue Act of 1942. 

16 (4 70)" (Il~ RB'R'BNS. E'i'ery perseR relitHred by IlIl:hseetieB 

17 * at JlftY ftBY &er steeks tiHE shall; 6ft ef hefere the fif$ 

18 . dB,y ef· the tftW. eeRth felle'WiBg the eftee~'i'e date ef !ftae 

19 ¥I efthe Rev-eBfte :Aet ef HH2, ftBiter SHeB l'egttiftti6fls as 

~: ~the CeHlfBissi8Ber, with the ftppr8';sl ef the SeCPetliry,'~ 

21 ' presenile, lBftke 8 retlU'fl II:Bd pay SHeB tar. 

22 "(b) RETURNS.-Under such regulations as the Com-

2.~ mwwner wfth the appr()f)al of the Secretary shaU pre3CTibe, 

24' every person required by subsection (a) to pay any flour 

25 . stocks tax shall, on or before· the end of the thirtieth day 
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1 following the.effective date of Title VI of the. Revenue Act 

·2 of. 1.942 make a return and shall, on or before the first day 

• ~ of the third month following such effective date, pay such tax. 

4 Payment of the tax. shown to be due maybe extended to 

· 5 a date not later than the first day of the tenth mOl'!-th follow-

6, ·ing'the effective date of Title VI of the Revenue Act of 

· '1, 1942, upon the filing of a bond for payment thereof in such 

8 form and amount and with such surety or . sureties as the 

_9 Commissioner, with the approval of the Secretary, may 

10 prescribe. 

11 "(c) LAws ApPLICABLFl.-All provisions of law, in'-

12 eluding penalties, applicable in respect of the taxes imposed 

13· by section 3030 (a) shall, insofar as applicable and not in;. 

14. . consistent with this subsection, be applicable with resptlct 

15 to the floor stocks tax imposed by subsection (a)." 

16' . SEC. 605. (471)T9BACCO, CIGAB8, CIG .. ..BETTE8, AND c;m.. 

~7 ARETTE PAPERS AND TlmES CIGARS AND 

18 CIGARE7TES. 

19 . (472)(et It&TB eN SMSKP.i8 TSB:keSS. Seeti88 WOO * 
.20 * is 1lrJBe8sed ~ strihl:Hg eM !!lS eeBt:s peP 1'61Hid" &ad 

21 iIlsertiftg ill Iiett there8f !!lS ee!Ns fief 1'6lHid ea ehewiBg 

22 ~ftee8. &Btl ~ eeBfa pel' Jl8lHid ea 9IBakiBg ~h&ee6". 

~ (473)tDt (a) RATES ON CIGA.RS.-Sl'Ction 2000 (c) (1) is 

24 amended to n>ad as follows : 

~ . .. (0) CIa.\.RSAND CmARETTESo-l!pon'cigars and ci"aa-



lrettes manUfactured in or imported into the United States, 

2 which are sold by the manufacturer or importer, or removed 

3 for >consumption or sale, there shall be levied, collected, and 

4: paid the following taxes: 

5 (474)" (1) CIGARS. On efgtH'tl &f &II deseripMans ~ 

6 &f taBlleea, ef' ~ SH:Bstit;ate tBeFefer, eM weighing ~ 

7 mere thaft three palHlds per thalisand, -1& eeats fJel' 

8 thalisllfld ; 

9 !!(ffi eigars mOOe &f taBaeea, ef' Ilfl1 SH:Bstitlite there 

.0 ieP; tmd weighiBg mere thaft three palHlds per thaliBllfld, 

.1 if JflIl:fl1iflletared ef' imparted ~ remiI at ~ mere thaft 

.2 ~ eeatse&eh; $2.130 tier thaliBllfld; 

.3 !!If lHIlfl1ifaetared ef' imparted te remiI at mere thft,ft 

.4 ~ eeats efteh: tmd Bet mere theft 4 eeats etteh; $3.130 ~ 

.5 thaliBllfld; 

.6 !!If HUlmHaelill:red ef' imparted te remiI at mere theft 

.7 4 eeats efteh eM ~ mere thaft 6 eeBts etteh; $13.00 ~ 

8 tha1iSll:Bd ; 

9 !!If HllI:flUflletHFed ef' imJ!arted te l'etIlil at HI&re th&ft 

o 6 eeats efteh eM 1Mlt mere theft 8 eeats eeeIr, $7.00 pet' 

1 thaliSllfld; 

2 !!If HIIlfl1ifttetHred ef' imparted te remiI at mere theft 

3 8 eeats e&eh tmd Bet mere theft H eeats eeeIr, $10.00 

i per theliSllfld; 

:; !!If HltmHfttetHred ef' imparted te remiI &I; mere thfta 
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1 H eeftts ee:eh ftft4 Bet mere thaft M eeftts eaeh, $13.eO 

2 1*!P. MlOIiSIlB~ ; 

3 !!If mllBlltftetllFed 6i' imported t-e fe:ail tH; :mere ~ 

4 M eeats eeeh ftft4 Bet mere thtm 00 eeftts eaeh, $18.00 

5 flet' tholiSllBd; 

6 !!If mllftlltftetlifed 6i' imported te i'et&il tH; mere ~ 

7 00 eeftts ee:eh ftft4 Bet mere thtm 3G eems eaeh, $2e.00 

8 flet' tholiSllBd; 

9 !!Y ftlftftlltftetlH'ed 6i' imported te retttil: tH; Il'l6i'e 

10 thtm 3G eellts eaeh, $38.00 flet' MloIiSftBd; 

11 "(1) CIGARs • ..-On cigars of all descriptions made 

12 of toblUJCO, or any substitute therefor, and weighing not 

13 mor' than three pounds per thousand, 75 cents per 

14 thousand; 

15 "On cigars made of tobacco, or any substitute there-

16 for, alld weighing more than thffe pounds per thousand, 

17 if manufactured or imported to retail at not more than 

18 21 cents each, $2.00 per tho,,,,and; 

19 "If manufactured or imported to retail at more than 

20 2t cents each alld not more tA<m 4 cents each, 13.00 

21 per tlwusand; 

22 "If manufactured or imported to retail at more thaa 

23 4 cents each and not more than 6 «Hts eacA. 11.00 per 

24 thousand; 
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1 "If manufactured or imported to retail at more than 

2 6 cents each and not more than 8 cents each, 17.00 per 

3 thousand; 

4 "If manufactured or imported to retail at more than 

5 8 cents each and not more than 15 cents each, $10.00 

6 per thousand,; 

7 "If manufactured 01' imported to retail at more than 

8 15 cents each and not more than 20 cents each, $15.00 

9 per thousand; 

10 "If manufactured or impcrrted to retail at more 

11 than 20 cents each, $20.00 per thousand. 

12 "Whenever in this subsection reference is made to 

13 cigars manufactured or imported to retail at not over 

14 a certain price each, then in determining the taY. to be 

15 paid regard shall be had to the ordinary retail prIee 

i6 of a single cigar in its principal market." 

17 (475* (b) RATF..s O~ CIGARETTEs.-Section 2000 (c) 

18 (2) is amended by striking out "$3.25" and inserting in lieu 

19 thereof "$3.50" and by striking out "$7.80" and inserting 

20 ll1 lieu thereof "SS.40" . 

21 (476)-fdt R:o!o:TES 9* CiO:A1lE'FTB ~BS :Mi'D Tams. 

22 SeetioB 0000 -fdt is ftHle.eaea te i'etHl liS fallows: . 

23 ~ C16!LR!:TTB P::1PER. There slmll be leviea, e6l-

24 lee ted, IHIil ptHd ~ eigarette JltlfleF Hiftfle up HHe floek:&ges; 

25 books. see. 6F mbes. Hiftfle up itt 6F imfl0rted Htte the t"Hit-ed 
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1 Soo,te!l!l:fHl saM ef deliveFed "l:if the HItJ:l3:lifaetareF & iffi

!!" j39Fter ~ tHij' fei·ti(ffi-fe$hffi>"thea ~ It- fI'ItJ:l3:tHaet!l:1'et ef eigft-

3 t'eHes fer ItSe ~ bt..'rl ffi ilte ffiftllliffieture ef eig!mttes iBteftde~ 

4· fer sale er eefisliJflpiJefth- the felle'?'iEg tHes: 

5 ~ ~ tJaekage, beek, at' set eefttaiBiHg Bet 

o JfIei'e thtJ..ft ge fifttJffS & tlibes, t eeBti 

7 "CeftttliHiflg' HlElFe t-haft % papers & tabes, t eeBt 

8 fer ettelt gi+ pfttJffS & affles er fraeHeBal fl8Ft theFeef." 

9 (477)1et (c) FLOOR STOCKS TAX.-8ection 2000 is 

10 amended by inserting at the end thereof the following new 

11 subsection: 

12 .. (e) 1942 FLOOR STOCKS TAX.-" 

13. "(1) TAX.-UpOB (478)sJflekiBg tehaeee, large:-
H cigars (weighing more than three pounds per thousandi 

15 and all cigarettes subject to tax under this section, whi~b. 

16 on the effccti"e date "of Title VI of the Revenue Act :0£ 

17 1942 nre held by any person for sale, there shall be 

18 levied, assessed, collected, and paid a floor stocks tax at a 

19 rate equal to the increase in rate of tax made applicable to 

20 such articles by the R~venul" Act 'l! 1942. 

21 .. (2) RETURx.-E\,crJ pcrson rl't}uiil"d by this sub--

22 section to }.'ay any floor S1O('k5 t:lX ,hhl!. 011 or bl'furt! 

23 the end of the munth nt'xt followicg the month in which 

24 Title VI of the "Re'l""i:nut: Act of 1942 takes effect. under 

25 such rl"gulutiollS as the Commissiunl"r with the oppro,ij 
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1 of the Secretary shall prescribe, mak~ a return and pay 

2 such tax, except that in the case of such articles held by 

3 manufacturers and importers, the Commissioner may col-

4 lect the tax with respect to all or part of Duch articles by 

5 means of stamps rather tL.an return, and in such case 

6 may make an assessment against such manufacturer or 

7 importer having (479)tshaeee, cigar and cigarette tax 

8 stamps on hand on the effective date of Title VI of the 

9 Revenue Act of 1942, for the difference between the 

10 amount paid for such stamps and the increased rates 

11 imposed by the Revenue Act of 1942. 

12 .. (3-) LAws APPLICABLE.-AII provisions of law, 

13 including penalties, applicable in respect of the taxes im-

14. posed by section 2000, shall, insofar as applicable and 

15 not inconsistent with this subsection, be applicable with 

16 respect to the Hoor stocks tax impo~cd by this subsec-

17 tion." 

18 (480* (d) O~"'E-EIGHTR OUNCE DIFFERENCES ABOVE 

19 Two OUNcES A... .. m NOT ABOVE THREE OUNCES PERMITTED 

20 IN PACKAGING OF TOBACCO il""D SNUFF.-Section 2100 

21 (a) ( 1 ) (relating to permissible packages for tobacco and 

22 snuff) is amended by striking out "with a difference between 

23 each package and the one next smaller of one-eighth of an 

24 ounce up to and including two ounces" and inserting in lieu 

25 thereof "with a difference between each package and the 
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1 one next smaller of. one-eighth of an Olmce up to and iil· 

2 eluding three ounces". 

3 (481)(e) EXPORTATION OF CIGARETTE PAPERS AND 
. . 

4 TUBES FREE OF INTERNAL REVENUE T AX.-Section 2197 

5 (b) (relating to tax-free exportation of tobacco) 18 amended 

6 by striking old "or cigarettes" and inserting in lieu thereof 

7 "cigarettes, or cigarette papers or tuhes" • 

8 SEC. 606. TELEPHONE, TELEGRAPH, ETC. 

9 (a) RATES OF TAx.-8ection 3465 is amended to read 

10 as follows: 

11 "SEC. 3465. IMPOSITION ,f,ND RATE OF TAX. 

12 .. (a) There shall be imposed: 

13 .. (1) TELEPHONE AND TELEGRAPn, ETC.-

14: .. (A) On the amount paid within the United 

15 States for each telephone or mdio telephone message 

16 or conversation for which the toll charge is more 

17 than 24 cents, a tax equal to 20 pet centum· of the 

18 amount so paid. If a bill is l'('ndered the taxpayer 

19 for the services described in this subparagraph, the 

20 amount upon which the tax shall be based shall be 

21 the sum of all such charges included in the bill, and 

22 the tax shall not be based upon the charge for each 

23 item, separately, included in the bill. 

2! .. (B) On the amount paid within the L'nited • 

25 States for each telegraph, caLle, or radio dispntch or 
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message a tax equal to 15 per centum of the amount 

so paid(482), except that in the caBe of each int~r

national telegraph, cable, or radio dispatch or mes

sage the rate shall be 10 per centum. If a bill is 

rendered the taxpayer for the services described In 

this subparagraph, the amount upon which the tux 

(483)sOOR he Bllsed shall he the St:tffi til &II SHt4t 

elult"ges at each of the rates in this subparagraph 

shall be based shall be the sum of all such charuesut 

that rate included in the bill, and the tax shall not be 

based upon the charge for each item, separately; 

included in the bill. 

"If :he tax under subparagraph (A) or (B) is paid 

hy insertin~ coins in coin-operated telephones, the tax 

shall be computed to the nearest multiple of 5 cents, 

except that where the tax is midway between multip1es 

of 5 I!ents, the next higher multiple shaD apply. Only 

one payment of "a "tax imposed by subparagraph (AJ 

or (B) shall be requited notwithstanding the lilies 

"IIr llt:ltions of one or more persons are used in the trans.

mission of such dispatch, message, or conversation. ,.~. 

" (2) LEASED WIRES, ETC.-

I< (A) A tax equivalent to 15 per centum" of 

- the amount paid for leased wire, teletypewriter, or 
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I' talking circuitspecial,seryice;, l)ut 'not: i;ncluding an 

2 ' amount paid for leased wire, teletypewriter, or talk-

3 ing circuit special service 'used exclusirely in render-

4 ing a service taxable under subparagraph' ~B). 

5 " (B) A taxequivnlent to 5 per centum of the 

6 amount paid for any wire and equipmennervice(in-

7 eluding stock ,quotation' andinforrnation services, 

8 burglar alarm or fire alarm service, and all other 

9 similar services, but not including service' described 

lQ in subparagraph (An. 

n "The tax shall apply under this paragraph whether ,Dr 

12 not the wires or services are within a 'local :exchange 

13 area. , -
~ .. -

14 "(3) LocAL TELEPHONE SERVICE.-A tax equivlt-

15 lent to 10 per centum of the amount paid by Slttr 
16 scribers for local telephone service and for any otbl\r 

17 telephone service in respect of which a taX is not payab~ 

18 under paragraph (1) or (2). Amounts paid for ~ 
-

19 installation of instruments, wires, poles, switchboard$', 

20 apparatus, and equipment shall Dot be consider:ed, 

21 8lnOwlts paid for service. Semce paid for by insertin: 

22 'coins in coin-operated telephones available to the public 

23 shall not be subject to the tax imposed by this paragraph, 

24 exc.('pt that where. such com-opemted telephone serrice 



568 

1 is furnished for a guaranteed amount, the amounts paid 

2 under such guarantee plus any fixed monthly or other 

3 periodic charge shall be subject to the tax~ 

4 "(b) This section shall not apply to the amount paid 

5 for so much of the service described in paragraph (2) of 

6 subsection (a) as is utilized in the conduct, by a common 

7 carrier or telephone or telegraph company or a radio broad-

8 rasting station or network, of its business as such." 

9 (b) EFFECTIVE DATE OF AMENDMENTS.-

10 (1) The amendments to section 3465 (a) (1) 

11 made by subsection (a) shall be applicable only with 

12 respect to the period beginning with the effective date 

13 of this title. 

14 (2) The amendments to section 3465 (a) (2) and 

15 (3) made by subsection (a) shall apply only to amounts 

16 paid pursuant to bills rendcnid after the effective date 

17 of this title for service for which no previous bill was 

18 rendered. Where bills rendered after the effective date 

19 of this title include charges for services previously ren-

20 dered, the amendments shall not apply to snch servir~ 

21 as was rendered more than two months before the elIee-

22 tive date of this title, and the provisions of section 3465 

23 in effect at the -time such prior service was rendered 

24 shall be applicable to the amounts paid for such service. 
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1 SEC. 607. PHOTOGRAPHIC APPARATUS. 

2 Section 3406 (a) ( 4 ) is amended to read as follows: 

3 (484)" (4:) PHO'fOORAPlHO APP2\:R:A:'fvs. ClIHIoems 

4:. (exeept eRlBerliil weighffig mere thaD fetH: pelHtds a-
5 elu:sive ef laBs fHi'i Reeesseries) fHi'i lenses, phetegrRphie 

6 RPPRffttlilJ fHi'i etttHPlBent, fHi'i &BY ftPPftffttlis er etttHP 

7 meftt desigBeil espeeiftHy fer liSe m ~ takiBg ef phete 

8 gl ftphs er metieR pietures er m ilevelepmg, priBtiBg, at 

9 efllargmg phetegrtlpfts er metieR piet1H'es, ~ :per 

10 eeRtIiHl; tiBexpeseil pitetegfftphie films (melliiliBg IB&-

11 _ pietlife BlffiS ~ Bet meluiliBg X ray film), phete 

12 g'Fftphie I'l&tes ftftft eeBsitHleil pAper, ~ :per eeBtti:m." 

13 "(4) PHOTOGRAPHIO APPARATuS.-Cameras and 

14 lenses, phot.ographio apparatus and equipment, and any 

15 apparatus or equipment designed especially for use in the 

16 taking of photographs or mction pictures or in develop-

17 ing printing, or enlarging photcgraphs or motion pie-

18 tures, 10 per centum; une:rposed p/wlographic films (in-

19 cludiflg motion pictllre films but not including X-ray 

20 fil,n), photcgraphic plaw and sensitized paper, 15 per 

21 centum. No ta:r shall apply under this subparagraph 

22 with r&~t t.o film or ~lIsitized paper for lise in the r".. 

23 production of drau';ngs, records, a7ld other documents 

24 for industrial or commt'TCial purposes." 
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1 SEC. 608. LUBRICATING OILS. 

2 Section 3413 (relating to tax on lubricating oils) is 

3 amended by striking out "4t cents" nnd inserting in lieu 

4 thereof "6 cents". 

5 SEC. 609. TRANSPORTATION OF PERSONS. 

6 (485)( a) INCREA.SE IN RA.TE.-8ection 3469 (8) (relating 

.7 to tax on transportation of persons) and section 3469 (£;, 

8 (relating to tax on seats or berths) and amended by striking 

9 out "5 per centum" and inserting in lieu thereof "10 per 

10 centum". 

11 (486)(b) EXEMPTION OF MEJ/BEDS OF ARJ!ED FORCES 

12. OF UNITED N.1TIONS FRO]! TAX ON TRANSPORTATION OF 

13 PERSONS, ETC.-Section 3469 (f) (2) (relating to exemrr 

14 tions from the tax on transportation of persons) is amended 

15 by inserting after the words "uniform of the United States" 

16 a comma and the following: "or to members of the military 

17 or naval forces of any of the other United Natitms trovl'li'(l!J 

18 in uniform of such nation,". 

·19 SEC. 610. ORGANS UNDER CONTRACT BEFORe. OCTOBER 1, 

20 194L 

21 The tax under sectwn 3404 (d) of the Internal Revenue 

22 Code shall not apply to the sale of an organ sold under 8 

23 bona fide written contract entered into before October 1, 

24 1941, and tax paid with respect to the -sale of an organ under 
• 
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1 such a contract may be refunded, subject to the provisions 

2 of section 3443 (d) of the Internal Revenue Code. 

3 SEC. 611. TERMINATION OF CERTAIN EXCISE TAXES. 

4 , The taxes imposed by the following provisions shall not 

5 apply to the sale, by the manufacturer, producer, or importer, 

6 after the effective dnte of this Title, of the articles taxable 

7 under such provisions: 

8 (a) Section 3406 (a) (5) of the Internal Revenue' 

9 Code (relating to tax on electric signs). 

10 (b) Section 3406 (a) (7) of the Internal Revenue 

11 Code (relating to tax on rubber articles). 

12 (c) Section 3406 (a) (8) of the 'Internal Revenue 

13 Code (relating to tax on washing machines).' 

J.I.(d) Section 3406 (a) (9) of the Internal Revenue 

15 Code (relating to tax on opticAl equipment). 

16 SEC. 612. AFFIXING OF CIGARETTE STAMPS IN FOREIGN 

17 COUNTRIES. 

18 Scction 2112 (e) (relating to rl'fluirement of affixing 

19 t'ignn'tte stllmp.) is amrnded by inserting at the end thereof 

20 the fllllowing Ilew Sl'ntcnce: "If the government of 8 foreign 

21 country penuits t!le re\"t'llue stamps of such country to be 

22 affixed in the r lIitl'd States to cigarettes manufactured in the 

23 United Stllt{$ and imported into such foreign country. then, if 

2-1 cigarettes manufactured in such foreign country are imported 
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1 into the United States from such foreign country, the importer 

2 may, under such rwes and regwations as the Commissioner 

3 with the approval of the Secretary ·of the Treasury may pre-

4 scribe, have the United States revenue stamps attached to 

5 such cigarettes in such foreign country." 

6 SEC. 613. EXEMPTION OF INSIGNIA, ETC., USED IN CONNEC. 

7TION WITH UNIFORMS OF THE ARMED FORCES 

• 8 FROM JEWELRY TAX. 

9 The second sentence of section 2400 (relating to exemp-

10 tion from jewelry tax) is amended to' read as follows: "The 

11 tax imposed by this section shall not apply to any article 

12 used for religious purposes, to surgical instruments, (487)10 

13 watches designed especially for use by the blind, to frames or 

14 mountings for. spectacles or eye-glasses, to a fountain pen or 

15 smoker's pipe if the only parts of the pen or the pipe which 

16 consists of precious metals are essential parts not used for Of-

17 namental purposes, or to buttons, insignia, cap devices, chin 

18 straps, and other devices prescribed for use in connection with 

19 the uniforms of the armed forces of the United States." 

20 (488)sEG Gl4. EXEMPT LEASES (»! WATER GooLER8. 

21 SeetieB 34(ffl ~ (!'el&tiBg t& sales; ete" ef eeeliBg, 

22 ek';; uffits) is ltffieHded hy mseFtiBg at the eBd ~e!'eef the 

23 fuYewffig Hew seHteBee: ~·teflB !sale! ItS defiBeil itt see-

24 tieD 34W shaD B$ iBelHde the lease 6f' !'eBcwal ef 6 lease 
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1 Ell II> Wfttet' eeelet' leased tiy ft lB9;RH:.faettH'er, predaeet', er 

2 HBlIertet' prier teo Oeteaet' -l-; 194:1." • 

3 SEC. 614. REFRIGERATORS, REFRIGERATING APPARATUS, AND 

4· AIR·CONDITIONERS. 

5 Section 3405 is amended to read as follows: 

6 "SEC. 3405. TAlC ON MECHANICAL REFRIGERATORS AND SELF. 

7 CONTAINED AIR·CONDITIONING UNITS. 

8 "There shall be imposed on the following articles (in-

9 eluding in each case parts or accessories therefor sold on or 

10 in connection with the sale thereof) sold by the manufacturer, 

11 proauceT, or importer a tax equivalent to 10 per centum of 

12 the price for which sold: 

13 "(a) REFRIGERA.TORS.-Household type refrigerators 

14 (for single or multiple cabinet installations) having, or being 

15 primarily designed for use with, a mechanical refrigerating 

16 unit operated by electricity, gas, kerosene, or gasoline. 

17 "(b) REFRIGERATING ApPAlUTUS.-Cabinets, com-

18 pressors, condensers, evaporators, expansion units, absorbers, 

19 and controls for, or suitable for use -as parts of or with, 

20 household type refrigerators of the k-ind described in sub--

21 SectiOR (a) except u:hen sold as companent parts of complete 

22 refrigerators or refrigeratillg or cooling aI/paratus. 

23 "(c) AIR-COlWITIOA-ERs.-Self-COlltained air-condi-

24 honing unils.·· 
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1 SEC. 615. EXEMPTION OF CERTAIN CASH REGISTERS. 

2 Section'S406 (a) (6) (relating to tax on business and 

3 store machines) is amended by inserting after "cash registers" 

4 the following: ", except cash registers of the type used 'jn 

5 registering over-the-counter retail sales". 

6 SEC. 616. EXEMPT TRANSPORTATION OF OIL BY PIPE LINE. 

7 Sect jon 3460 (relating to tax on transporta tion of oil 

8 by pipe line) is amended by adding at the end thereof the 

9 following new subsection: 

10 "(c) EXElIlPT TRA~SPORTATIO~.-}'or the purposes of 

11 this section, the term 'transportation' ~ha]) not include any 

12 movemeut through lines of pipe within the premises of a 

13 refinery, a bulk plant, a terminal, or a gasoline plant, if such 

14' movement is not a continuation of a taxahle transportation'. 

15 The crossing of rights-of-way, streets, highways, railroads, 

16 levees, or narrow bodies of water, in connection with such a 

17 movement, shall not of itself constitute such movement as 

18 being 'transportation'." 

19 SEC. 617. COIN.oPERATED AMUSEMENT AND GAMIJIG DE-

20 VICES. 

21 (489)(a) ISCREASE LV RATE O.V GAJJBLI.\"G DEVICES.-

22 Section 3267 (a) (2) and (3) (relating In rate of tax on 

23 gambling devices) is amended by striking out "$50" and 

24 inserting in lieu thereof "$100". 
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1 (490)ifl,)- (b) DEFINITION.-Section 3267 (b) is amended 

2 to read as follows; • 

3 " {b) DEFINITION .-As used in this Paft, . the term 

4' 'coin-operated amusement and gaming devices' means (1) 

5 any aRlusement or music machine operated by means of the 

6 insertion of a coin, token, or similar object, and (2) so-called 

7 'slot' machines which operate by means of insertionol a coin, 

S ,token, or similar object a'nd which, by n pplication of the 

9 element of chance, may deliver, or entitle the person play-

10 ing or operating the machine to receive, cash, premium, 

11 merchandise, or tokens. The term does not include bona 

12 fide "ending machines in which arc not incorporated gaming 

13 or amusement features. For the purposes of this section, a 

14 vending machine operated by means of the insertion of a: 1 

15 cent coin, which, when it dispenses a prize, never dispenses 

16 a prize of a retail value of, or entitles a person to receive Ii 

17 rrize of a retail ,-alue of, more than 5 cents (491), and if th.e 

13 only pt'ize disJIl'llSed ia fllf'f'clwlIdi3e and not cash or tokeJIS 

19 shall be d:lssilied under clause (1) and not under clause (2). 

20 (-H)2)trOlle sti",:tfalo,' lnac1lilles shall flot be construed as 

21 yamill:! det·ices." 

22 (493)iltt- I.I&P 9P ~J:H. T_\XP!J:YBRS. Seeli8B ~ is 

23 Mllcmled By &tltliflg IN t~ eOO thereaf the fellawiBg fleW 

2,l sahsf:'clioft : 
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1 ~ Itt&!> eP SPEOllF.. TAXPAYERS. With resfl~ ~ 

2 the yetH' begilming ~ l, l!H2, the IlF8visi8as et seeti8B 
• 

3 &2-ffl (relatiag ~ tt lis!; et slleeial tftXllRj'eFs) shttll ft6Ii be 

4 ItIllllieable ~ Ileflleas whe htwe Ilftid 8f!eeiru tti with reslleet 

5 t6 eeiB elleFtttea g&miBg aeviees ftS deBaed itt elalise -(-2t et 

6 SHbseetieB (b) ." 

7 # EFFE6'fIVB DA'fE eP A¥ENBlIEN'fS. The IlmeBd 

8 meBts made by this seetieB shaH be ftlllllieahle ~ the year 

9 beginBiag ~ !; UH2, aeellt tIw ft& ti shaH be pay-

10 able with Feslleet ~ liB aFtiele, ft6Ii te.xilble liBder seeti8B ~ 

11 ef the IBtemru ReveBlie Gede belere its ameBdlfteBt by this 

12 seerieB fer IlBY Ileried befere the efteetive date ef this ~le: 

13 (c) EFFECTIVE DATE OF AMENDMENTS.-The 

14 amffldments made by this section shall be first applicable as 

15 follows: 

16 (1) In the case of machines the rate of tax on which 

17 is increased, to the year beginning July 1, 1943. 

18 (2) In the case of machines not subject to tax prim. 

19 to such amendmfflts, no tax shall be payable with respect 

20 to any period before the effective date of this title. t -, 

21 (3) In the .c()8e of machines if the limitation on the 

22 amnunt of the prize dispensed i8 5 cents, to the year 

23 beginning July 1, 1942. 
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1: (494~il8.~ ON PARllIWTlJEL WAGERING. 

2 Clmpter .w tit,ameaeea :aymsertmg at the :eM thereaf 

3 the fallawing Be'W waehe:pten 

4 . "Subehllpte. D To 8ft PllI'i Mutuel WageriBg 
, 

I) "SEG. ~ -TAL. 

6 ' "Thef6 sfteJl he le¥iee,' &BaeaBee, eell:eetee, 1I:IMl. ptMe 6ft 

7· the esseaetiBg ~ Illllfi matael6l' tstaJ:iilatsr wl1gering 6ft tWY 

8 l'Il.eing 6l' etftet. Sflsrtmg e¥eftt e. _ m BB amelHtli eflli&l te 

9 e pel' eeRtlim ef the teta.l BmSllBt wagered II:IMl reeetved 

10 tBte;eB: II:IMl a.kef the eiTeett'le tlata ~ this title; the ~ 

11 matael 6l' tateljl1lf!tsl' peel, te he ptMe :ay the llefS8B eeB

l2 ilaetiBg 6l' ha.¥ing eSRRel ~ eaeh Illllfi mlitael 6l' ta~t8F 

13 reeL-
14 '!BEGwI!13l. RETlJDTS AND PA¥MENT ~ -TAL 

15 "Every peiosaR li&hle te _ eeer aeetisR ~ ehft1l 

16 ~ l'etlH'ftB eeer eath m dtitilieate II:IMl pay the t&:!I. 

17 te' the eeDeet8l' fer the disvie~ m whieh is leeated: his 

18 IlPifteipa.l plaee ~ amess 6l'; if he has Be priaeipa.l pIaee 

,19 ~ easiness m the UBitefl SttieB, theB ~ the CelleeMiI' M 

20 BlI:ltimePej YluyWie. &eft l'eturBs shall eeBt&ift eaeh iB-

21 fsrmatisa &Btl he made at SIieft Umes &Btl ill Blieh mRRBer 

22 Ih't the CemR1 j9SieBeP, wNh the 81l1lf6va.l eI ~ Seel'ettu"j', 

23 may:ay Rg'Iillla8BB Pl'etIefille. !!he tffif shII:ll; wit-helit 8:SSeSS 

H.R.7378 37 



1 ffiffit, lJy the C9R1fflissi9ReF 6F R9tiee ffe.m Mte f'flllef'tflF, ~ 

2 flflt:..ftfH:l JlR.~·8hle M the fiflW !16 ffife4 feF fil.iftg tHe retllf'fl. 

3 "SEC. J.!13a. OTHER L.",WS APPLICABLE. 

4 !!All flF9yisi9RS sf law; iRelluliRg peRftlties, ftpplif'llhle i , 

5 re!'lfleet sf the ~ iHtfJ9Sed bj- seetieR -HOO shall; iRsefo 

6 ftS Ilflfllielihl9 ood Bet iBeeBsisteBt =Witft the flF9'lisi9RB ef thi 

7 se:hehliflter, lie Ilflfllieahle ift resfleet ~ the tH imflesed h; 

8 seetieB 17aG." 

9 SEC. (495}sl9 618. SALE UNDER CHATTEL MORTGAGE. 

10 (a) RETAIL SALES TAXES.-Section 2405 (relating tl 

11 tax where article sold onder instalment or conditional sal 

12 contract) is amended by striking out "or (c) a conditiona 

13 sale" and inserting in lieu thereof the following:" (c) I 

14; conditional sale, or (d) a chattel mortgage arrangemen 

15 wherein it is provided that the sales price shall be paid b 

16 ir.stalments". 

17 (b) MANUFACTURERS' SALES TAXES GENERAIJ,Y .... 

18 Section 3441 (c) (1) (relating to tax where articles arE 

19 sold under instalment or conditional sales contracts) u 
20 amended by striking out "or (0) a conditional sale" and in· 

21 serting in lieu thereof" (0) a conditional sale, or (D) II 

22 chattel mortgage arrangement wherein it is provided that 

23 the sales price shall be paid in instalments". 
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1 SEC. (496}e29 619. REPEAL OF CERTAIN PROVISIONS RE-

2 LATING TO MIXED FLOUR. 

3 Chapter 18 and Part IV of Subchapter A of Chapter 27 

4: are repealed: 

5 (497)S&G 62l. TR!.NSPgRT!.TIgN ~ PRgPERTY. 

6 -tar Chapter 8G is lHBended Ily iBseFtiHg IK the eOO 

7 thereof the fellowing :eew Bl:thehBpter: 

S "Stlhehapte. E Tl'tlftspertatieR M Preperty 

9 "SEC. 34;i. TRANSPgRT.'.TJgN ~ PRgPERT¥. 

10 !!.fat T.u. There slWI Be imposed titIeft the ftHIeWit 

11 ~ wiiJHa ~ United States e1ter ~ elIeetive date ei this 

,12 seeHeft fer ~ ~eFtatieft, 6ft er efteio sueh elJeeti'le ElINe; 

13 ei pFtlperty Dy I'Il:il; Hletsr ,-ehiele, wftter, er ft:ip freJB eRe ~ 

14 iR ~ Ueited ~tates t& ftft8theF, 80 tU ~ t& e pet' eefttlHft 

15 ei ~ 1HB811:ft* 86 pttid; elfeep* that; iR ~ ease ei eeti; ~ 

16 fftte el tffit shall Be 6 eeftts iHli' IeBg ~ Stteh ~ slWI ftpply 

17 ~ t& ftHlSlI:ftts raid te tlr Pef9Sft eftgsged iR the Inisieess el 

18 t.fQft~p8Ftiilg flF8l'eFty fer hire; ieeltuling 1HB811:ftts t&id Ie .. 

19 iPeigh* faFWftfde!', apFess eSftlpftfty, er sim:ilM Pef!l8ft, hat ~ 

20 iHellidieg &HIsets paid Dy 80 fFeiglN ferw&pder, ~re!!9 eem-

21 ' 'I ~-- '_':.1.. PIlflY', er RlftlU). PeAlSR tttt' Vnft!lP8FMW8ft ~ FeSl3ed t& 

22 whieh .. ~ 1t&s JlFeviettBly ~ t&id eder t1tis seea8ft, tit 

23 ~ fllSe ei lll'tlperly lrftF.srerted freJB & peiM witchsm the 
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1 UBited States t& II> reim withiB the United States the tH shaD 

2 apply t& the a1BelHlt fl9;ffi witltit.t the U aited States fep ~ 

3 fJfffi 6f the trllIBSpeFtaaSB whieh ~ pIftee withiB the UBited 

4 States. ~ tH en the traflSpsrtatien 6f eool shaD Befi apply 

5' t& the tmBspertaasB 6f eool with respeet te wilieh there has 

6 heeD & previsW! tffitahle tFllBSflsrtatieB: 

7 !!..fbt- EXEMP':l'ION eP GOVEUNMFlN':l' TBANSPOB':l'A 

8 'l'ION. The tedf: impssed ttaEler·this seeaeB shall Befi fltlply 

9 t& 1I:Hi6lHitS paid lly 6l' te the Uffi!;ea. States 6l' IIiBY ageBey . 

10 6l' iBstflHBeBtality ei the IT aited States fep the tF8BSflsPtatieB 

11 Elf prepei tj . 

12. !!..(et- RE'l'UlINS o!tND l'AnmN'l'. The f;H impesed lly. 

13 this seeti6fl shalll>e paid lly the parseB: ma:lHHg the pftymeBt 

14 satijeet te the.,~ Eaeft pers9B: feeeiviBg ~ paymeBt 

15· .SfleeHied m sll:BseetieB: * shall·' eelleet. the lI:HielHit ef the 

16 twf:. impesed ffoot the perseR makiBg IIIl:eh pftymeBt, aBd 

17 shall, en 6l' hefere the la$ day ~ eooh 1BeBt-h, iB:!tlie &, retufft, 

18 aDder ootIr. fer the- pfeeediBg meHth, ftB6 tmY the f6:Hs ee 

19 eeReetea. t& the eelleeter mthe distriet itt whieh his priBeip&l 

20 rlaee ei hasiB.ess is lees-ted, er if l>e has Be prmeipal ~ ef 

21 hasiB.ess m the UBited States, te the eelleetef ti Baltimere, 

22 ~d. &eIt fetlH'B8 shalJ. eeRtain sueh iBfemlfttieB: ftfId 

23 l>e mMe itt SIl:eh mllBReF as the C9HHflist;ieBeF wiih the ~ 

24 preval 6f the Seeretary iB:ft1' lly regulatieBS prescril>e. 
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1 !!-(4t.EX!l:':S~l'SIONS· eP TIM1il .. ,The 'Cemmissiaaei ~. 

2exteaa 4e time ferma:liiag lret!ims ~ llayiBg the flHres 

3 esYeetea, liaaer Afteh <1'1iles.!WI l'ega,Illtisas as he shftij flt'e'" 

4 seFihe ~ ifte 81'PfSVaJ tlf :the '8eefetMy,ifflt Be eeeh e:lftea 

5 l'ieft shall ee fer ftIet'e- thtm BiRety tlays: 

G !!..fe~ RBOlS!I:'RA!I:'ION. Every' perSSR efigageEl m the 

7 Llitliaess ef tFII:ft!lP9ftiflgll1'el)ef~ fer hire; inelliiliBgHeigftt 

9 fit' lleftJre ~ si:tiieth -tlfty e&P ifte 'etIeetke titI,te. ef _ see-
10 ti6&; at' w4thia ~.ftays MW fiM· eagagitig m·tfte1ei!siaeSs 

11 af ~FIl:RBpsflatieB ef pFBpeFty· fep aire; I'egisliep his fItI:Ifte eM 

12 &is.pIaee at" plaees ef btisitiess -with -the . eeYeetsp m ~ diS-

13 ~ 1ft '\'\.ftieh is Jset\tee. the rrineipa:l tHttee en_eBB ef eeeh 
. 

14 fleps.Sft. E;'et'y 5'tteh fle.F9Sft -whtt faHsie iCgistel' owithia .the 

15 flerilla slleeiltea ~ ee gttilty -eI 8> misaemeafl8P ~ 1ifI9B 

16 esftvietiflft theft' sf shall ee fiHed ~ fftet'e t.hII:ft $aO." 

17 -f&t T:somHo.u, ,A .. M13NBMm;~. SeetteB 34!H-~ &Bd 

18 1-ht Me ftBteHded ~ strik:iag e1il ~ SliSeBafl{tep ~ wher 

19 e¥el' eeelH"t'iHg ~liereHt &Bd iBseftiBg iB lie& thereaf "Stili 

20' . eBe.1'1ie' Q; er Sttheh&flter ~ 
, 

21 itt 'EPPfiO'HV'B l>A'PB 9P S:S8fiaN. The &lBeBdmeBte 

22 JftMe ~ .ais seetitlft shftD Wie eiIMe&ihe .filM dtt.y eI the 

23 I fiM Iftood, wmdl hfg'iM HKtfe ~ thiPty ~ after the date 
• 

24 ef the eBtlte&BeB' ef lhis' As. 
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1 (498)SEC. 620. EXEMPTION FROM PROCESSING TAX OF PALM 

2 OIL USED IN MANUFACTURE OF IRON OR 

3 STEEL PRODUCTS. 

4 Section 2477 (relati;'g to definition of first domestic 

5 processing) is amended to read as follows: 

6 "SEC. 2477. FIRST DOMESTIC PROCESSING DEFINED. 

7 "For the purposes of this chilpter, the term 'first domestic 

8 processing' means the first use in the United States, in the 

9 manufacture or production of an article intended for sale, 

10 of the article with respect to which the tax is imposed, but 

11 does not include the use of palm oil in the manufacture of 

12 iron or steel products, or tin plate or terne plate, or any 

13 subsequent -use of palm oil residue resulting from the manu-

14 facture of iron '(Jr steel products, or tin plate or terne plate." 

15 (499)sEC. 621. CABARET TAX. 

16 Section 1700 (e) (1) (relating to rate of cabaret tax) 

17 is amended to read 11I follows: 

18 "(1) RATE.-A tax equivalent to 5 per centum of all 

19 amounts paid for admission, refreshment, sen-we, or me1'-

20 chandise, at any roof garden,'llCaooret, or other similar place 

21 furnishing a public performance for profit, by or for any 

22 patron or guest who is entitled to be present during any portion 

23 of such performance. The le1'm 'roof garden, cabaret, or othe1' 

24 similar place' shall include any room in any hotel, restau-

2& ran4 hall, or othe1' public place where music and dancing 
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1 privileges or any other entertainment, except instrumental 

2 Or mechanical music alone, are afforded the patrons in eon-

3 nection with the serving or. selling of food, refreshment, or 

4· merchandise. A performance shall be regarded as being fur-

5 nished for profij for purposes of this section even though the 

6 marge made for admission, refreshment, service, or merchan-

7 dise is not increased by reason of the furnishing of such per-

8 formance. No ta3; shall be applicable under subsection (a) 

9 (1) on account of an amount paid with respect to which 

10 ta3; is imposed under this subsection." 
, 

11 (500)sEC. 622. SALE DID USE OF TOILET PREPARATIONS BY 

12 , BEAUTY PARLORS. ETC. 

13 Section 2402 (6) is amended to read as foUows: 

14 "(6) BEAUTY PARLORS, ETC.-For the purposes of 

15 subsection (a), the sale of any article described in such sub-

16 section to any person operating a barber shop, beauty parlor, 

17 or similar establishment for use in the operation thereof aT/d 

18 not for resale, shall be considered a sale at retail. The use 

19 in sucA operation of any article described in subsection (a) 

20 purcAased by such person on or after t~ el«tit,t' dale 0/ 

21 section 622 of the Revenue Act 01 19li lIlT n',.aL:, shull IJ«' 

22 considered a sale at retail by such person aI Ihr lillll' Ih~ 

23 article is first set apart lor such use alld al a I'riC(' ttJuil"G-

2-1 lent to the tnllounl paid" by him for the article." 
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1 (501)SEC. 623. TAX-FREE RETAIL SALES AT POST EXCHANGES 

2 AND SHIPS' SERVICE STORES. 

3 Section 2406 (relating to tax-free sales of furs, jewelry, 

4 and cosmetics) is amended by changing the period at the end 

5 thereof to a semicolon, and adding thereto the following: 

6 "(c) by a Post Exchange or Ship's Service Store, op

. 7 erated under regulations of the War or Navy Department, 

8 to a member of the military or naval forces of the United 

9 States or to a member of the military or naval forces of any 

10 of the other United Nations, when in uniform, and delivered 

11 to him on the premises of the Post Exehange or.Ship's Service 

12 Store for his exclusive use:' 

13 (502)TITLE VII-SOCIAL SECURITY TAXES 

14 SEC. 701. AUTOMATIC INCREASE IN 1943 RATE NOT TO APPLY. 

15 . (a) Clauses (1) and (2) of section 1400 of the Federal 

16 ,Insurance Coo.tributions Act (Internal Revenue Code, sec. 

17 1400) are amended to read as follows: 
c.. 

18 

19 

20 

"(1) With respect to wages received during the ca:t

endar years 1939, 1940, 1941, 1942, and 1943, the rate 

shall be 1 per centum. 

21 "(2) With respect to wages received during the ca:t-

22 endar years ·1944 and 1945, the rate shall be 2 per 

23 centum." 

24 (b) Clauses (1) and (2) of sectioo.1410 of such .Act 
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.1 (Internal ReVenue Code, sec. 1410) .are (J!TrI,e'fU},ed IJJ readJl.~ 

2 follows: 

3 " (1 ) ,With respect to. wages paid duri:ng the cale:ndar 

YelJJI'8 1939,1940,1941, 1942. and 1943, the 1'ate shall 

5 be 1 per centum. 

6 " (2) W ilh r68~t to wages paid during 'the cale:n-

7 dar YfJars 1944 and 1945, the rate shall be 2 per ce:ntum.." 

8 (503)TITLE VIII-RENEGOTIA.TIONOF CONTRA.CTS 

9 SEC. 801. RENEGOTIATION OF IF AR CONTRACTS. 

10 (a) Subsections (a), (b) and (c) of section 403 of 

11 the Si:r:th Supplemental National Defe:nse Appropriation Act 

12 (Public 528, 77th Cong., 2d SelI8.), is amerukd tv read 08 

13 follows: 

14 "SEC. 403. (a) For tAe purposes of this section -

15 "(1) The tenn 'Department' tnea7ls#Ae War De-

16 partment. the Navy Department, the Treasury Deparl-

17 ment,and the Maritime Commission. respectively. 

18 "(2) In the case of the MaritifTWJ Commission, the 

19 tenn 'Secretary' means the Chairman of auch Committ-

20 .riota. 

U "(3) Tha terms 'TenegotiaMl attd 'remgotiatitm' 

22 i1Iclwh the refizing by the Set:re1ary of 1M Deparbnml 

23 . of the eord:racl price. 

~ "(4) TAt em .~ profits' meaalllltV amotmt 



580 

1 . of a contract or subcontract price which is found as· a 

2 result of renegotiation to represent excessive profits. 

3 "(5) The term 'subco~tract' means any purchaSe 

4 order or agreement to perform all or any part of the work, 

5 or to make or furnish any article, required for the per-

6 formance of another contract or subcontract. The term 

·7· 'article' includes any material, part, assembly, machinery, 

8 equipment or other personal property. 

9 "For the purposes of subsections (d) and (e) of 

10 this section, the term ~contract', includes a subcontract and 

11 ihe term 'contractor' includes a subcontractor. 

12 "(b) Subject to subsection (i), the Secretary of each 

13 Department is authorized and directed to insert in any con-

14 tract for an amount in excess of $100,000 hereafter made by 

15 such Department-

16 "(1) a provision of the renegotiation of the contract 

17 price at a period or periods when, in the judgment of the 

18 Secretary, the profits can be determined with reasonable 

19 certainty; 
• 

20 "(2) a provision for the retention by the United 

21 States from amounts otherwise due the contractor, or for 

22 the repayment by him to the United States, if paid to 

23 him, of any excessive profits nol eliminated through re-

24 ductions in the contract price, or otherwise, as the Secre;. 

25 tary 7[tay direct; 
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1 . " (3) a pr()f)ision requiring. the contractur to insert 

2 in each subcontract for an amount in excess of $100,000 

3 made by him under 8Uch contract (i) a provision for the 

4 renegotiation by such Secretary and the subcontractor of 

5 the contract price of the subcontract at a' period or 

6 periods when, in the judgment of the Secretary, the 

7 profits can be determined with reasonable certainty, (ii) 

8 a provision for the retention by the contrQctor for the 

9 United States of the amount of any reduction in the 

10 contract price of any subcontract pursuant to its renego-

11 tiation hereunder, or for the repayment by the subcon-

12 tractor to the United· States of any excessive profits 

13 from such subcontract ,paid to him and not eliminated 

14 throu!Jh reductions in the contract price or otherwise, as 

15 the Secretary may direct, and (iii) a pr()f)ision for re-

16 lieving the contractor from any liability to' the sub-

17 contractor on account of any amount so retained by the 

18 contractor or repaid by the subcontractor to the Unired 

19 States, and (iv) in the discretion of the Secretary, a pro-

20 . vision requirin!J any subcontractor to il/sert in any sub-

21 contract made by Aim under such subcontract, provisiOIl3 

22 corresponding to those of subparagraphs (3) and (4) 

23 of this ,-ubstction (b); and 

24:. "(4) a proviSion for the retentioll by the United 

25 . States frmn amounts otheruise due the eontractor. or for 
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1 repayment by him to the United States, as the Secretary 

2 . may direct, of the amount of any reduction in the contract 

'3 price of any subcontract under such contract, which the 

4 . contractor is directed, pursuant to clause (3) of this sub-

5 ' section, 'to withhold from paiJments otherwise due the 

'6 subcontractor and ac1ually unpaid at the time the ccm-

'7 tractor receives such direction. 

'8 "The provision for the renegotiation of the conlracllY1'ice, 

9 in the discretion of the Secretary, (i) may fix the period or 

-10 periods when or within which renegotiation shall be had; 

.11 and (ii) 'if in the opinion of the Secretary the pruvisions.ol 

12 the contract or subcontract are otherwise adequate to prevent 

13 excessive profits,. may pruvide that renegotiation shall apply 

14 onLy to a portion of the contract or subcontract or shall 'Mt 

,15 apply to performance during a specified period or periods and 

16 may ol8o provide that the contract price in effect during any 

17 such period or periods shall not be subject to renegotiation. 

18 "(e) (1) Whenever, mthe opinion of the Secretary 

19 ofa Department, the profits realized or likely to be realized 

20 frum any contract with such Departmmt, or from any su9-

,21 contract th,ereunder whether or 'lOt made by the contractoP., 

22 may be excessive, 1M Secretary is avJlwrizedmul directed 

23 to require the contractor or suhcontractor to' renegotiate 

24 the >COntract price. When the ,cont:raclm or subcontractor 

25 1wld8 two or fIW1'6 I1U:h rontracf8 or BUOOontract8 the Seere-
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1 ·tary in his discretion, may renegotiate to eliminate excessive 

2 profits on some or' all of such contracl8 o'l'",subcontracl8 as.a 

3 group without separately renegotiating; the, contract prwe 

4· of each contract or subcontract • 

. 5 "(2) Upon renegotiation, the Secretary is authorized 

6 

7 

8 

9 

10 

11 

12. 

13 

14 

15 

16 

1'1 

18 

19 

20 

21 

22 

23 

24 

25 

and directed to eliminate any excessive profits·u.nder such 

contract or subcontract (i) by reductions .in the. controot 
, 

price of the contract or subcontract, ()'II by otherrevisio'li in 

its terms; or (ii) by withholding, from amounts otherwise 

due to the contractor or subcontractor, any amount of suck 

excessive profits; or (iii) by directing a contractor to with

hold for the account of the. United States, from amounL9. 

otherwise diU to the subcontractor, any amount of suck 

~ve profits under the subcontract; or ,( i1I) by recovery 

from the contractor or subcontractor, thr(JfJ;gA f'epaymen4 

credit or suit, . of arty amount of such e:z:cessit;e profiU 

actually paid to him; or (v)b.'1 any ~ of theM4 

mstAods, a.t the Secretarg Qeemlt desirable. The Secre

t4ry fTl4y bring act~"" Oft behalf of th.. U mud States in 

&he. appropriate courts of eM United StaI.ea kI f'ecovef' 

from suck coAlMclor or subcontractor, any awunt of 

such excessive profiLs actually paid to /&i • .GAd flot will

held or elirninat«i by .some oller trWllhod tmder this sub-

86CtWIl. Th. surety IUlder CI CORtrad or suhcoWract iAall 

not be- liable for &he repayment of any ezee.uive profits 
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2 

3 

4 

5 

6 

'l 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 
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thereon. All money recovered by way of repayment or 

suit under this subsection shall be covered into the Treas

ury as miscellaneous receipts. 

"(3) In determining the excessiveness of profits real

ized or likely to be realized from any contract or subcon-. 

tract, the Secretary shall reco!lnize the properly applicable 

exclusions and deductions which the contractor or sub

contractor is allowed under Chapter l' and Chapter 2E 

of the Internal Revenue Code. In detcrmining the 

amount of any excessive profits to be eliminated hereunder 

the Secretary shall allow the contractor or subcontractor 

credit for the amount 01 Federal income and excess profits 

taxes paid or payable with respect to such excessive prottts 

and not subject to adjustment as exceeds the amount 01 

Federal income and excess profits taxes which would have 

been paid or payable by such contractor or subcontractoi

had there been excluded from his gross income the amount 

of excessive profits to be eliminated hereunder. For the 

purpose of the allowance of such credit the Secretary may 

require such evidence, including a closing agreement 

with the Commissioner of Internal Revenue, as he deerM 

necessary. 

II ( 4) Upon renegotiation pursuant to this section, 

the Secretary may malre such final or other a!J1'eements 

with'a contractor or subcontractor for the elimination of 
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1 excessive profits and for the discharge of any liability for 

2 excessive pr9fits under this section,.as the Secretary deems 

3 desirable. Such agreements may'coiver.such past and 

4 future period or periods, may apply to such· contract br 

• 5, contracts 'of the contractor or subContractor, and may 

6 contain such terms and conditions, as the Secretary deems 

7 advisable. Such agreements, shall befinol and conclu-
• 

8 sive, and, except upon a showing of fraud or malfeasance, 

9 or, misrepresentation of a material fact (i) shall not be 

10 reopened as to the matters agreed upon, or the agreement 

11 • 
modified, by any officer, employee or agent of the United 

12 States,. and (ii) in any suit,' action, or proceeding, sue1& 

13 agreement or any determination made in accordance 

14 therewith shall not be annulled, modified, set p,side, or 
• • 

15 disregarded. 

16 U( 5) Any contractor or subcontractor who holds con':' 

17 tracts or subcontracts, to which the provisions of this sro-
18 lion are applicable,may file with the Secretaries of all the 

19 Departments concerRed statements 01 actual costs of pro:. 

20 duction and such other financial statements for any prior 

21 fi..~ year or years of such contractor or subcontractor, 

22 in BlICA form and detail, as the Sea-ctaries shall prescribe 

23 by joint regulation. Within one year after the filing of 

24. BllCh 3fatemmfs, or Within $Ut"h Morter period as may be 

25 ~scriW by BItch joint regulation, the Secretary of a 
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1 Department may give the contractor or 8ubcontractor 

2 written nOtice," in form and manner to be prescribed in 

. 3 8uch joint regulation, that. the Secretary is of the 

4 opinion. that the '[Y1'ofits "realized from 80me or all 
• 

5 of such contracts "or subcontracts may be exces8ive, and • 

6 fixing a date and place fo1' an initial conference to be held 

7" within sixty days thereafter. 118uch notice is. not given 
• 

. 8 "and renegotiation commenced within 8uch sixty days the 

9 contractor "Or subcontractor shall not th.ereafter be re-

10 quired to renegotiate to eliminate excessive '[Y1'ofita realized 

11· . from any 8uch contract or subcontract during such fiscal 
• 

12iJear or years and any liabilities of the contractor or sub-. 

13 contractor for excessive '[Y1'ofits realiaed during such 

14 period shall ~ thereby discharged •. 
• 

15 "(6) This subsection (c) 8hallbe appJWaLle to all 

16 contracts and subcontracts hereafter made and to all con~ 

17 tracts "and subcontracts heretofore made, whether or not 

18 such contracts or subcontr~ contain a r61Ulflotiation 01' 

19 f>ecaptu:re clause, unle&s(i) final pqyment pursuant to 

20 such contract 01' subcontract was made prior w .April. 

21 28, 1942, or (ii) the contract or subcontract providei 

22 otherwi&e pursuant to subsectiona (b) 01' (i), or u 
23 exempted "ruler subsection (i), of thi8 section 403, 01' 

24 (iii) the aggregate sales by the contractm" or subc<nt~ 

.!.. ---
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1 traCtor, and bY' all persons under the control of or con-

. ',2 trolling or under common control with the' contractor 

3 or subcontractor, under contracts with the Departmen'ts 

4 . and 'subcontracts thereunder do not exceed, or in the 

• .5 opinion of the Secretary concerned will not exceea, 

6 $100,000 for the fiscal year of such. contractor 'or 

7 subcontractor. 

8 "No renegotiation of the contract price pursuant'-to 

9 any provision therefor, or otherwise, shall be commenced. 

10 more than one year after the close of the fiscal year 01 
11 tIle contractor or subcontractor within wbich completion 

12 or termination of the contract or subcontract, as deter-

13 mined by the Secretary, occurs." 

14 (b) Section 403 of the Sixth Supplemental National D~ 

15 fense Appropriation Act (Public 528, Seventy-seventh Con~ 

16 gress, second session), is amended by adding at the end 

17 th6f'eof the foUowing subsections: 

18 "(i) (1) The provisions of this section shall not apply 

19 to-

20 Uri) any contract by a Department with any otherl. 

21 department, bureau, agency, or governmental corporatio,. 

22 of the United States or with any Territory, possessioR,' 

23 or State or any agency thereof or with any foreign ~ 

24 ernment or any agenCfJ thereof; or 

25 ec(u) any COfltracl or subcontract. for the product Of. 
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.1 . amzne, . oil or" gas well, or .other mineral ar' natural 

.2 .deposit, .01' #mber,which has not been processed, refined, 

3 artreated beyond the .first form ar state suitable far in-

, dustrial use; and the .secretaries are authorized by joint 

.5 >regulation, to define, interpret, and apply this ezemption: 

6 "(2) The Secretary of a Department is authorized, 

1. in his discretion, to ezempt from some 01' all of the pro-

S, .visions of this -section-

9 "(i) any contract or subcontract to be performed 

10 outside of the territorial limits of the oontinental 
• 

U.Qnited States or in Alaska; 

12 

13 

. "(ii) any oontracts or suboontract8 under 

which, in the opinion of the Secretary, the pro{it8 

14 can be' determined with reasonable certainty when 

15 the contract price is established, such as certain 

~ classes of agreements for personal services, for the 

17. purchase 01 real property, perishable goods, or com--

18 modifies the minimum price lor the sale of which has 

~ been fixed by a public regulatory body, of 4easu 

20 and license agreements, and of agreements 'where 

21 the period 01 perfOTmaTU:6 under such oontrMt or· 

22. subcontract will not be in exce8S ollhirly days; and 

23 "(iii) a portt;/n 01 any oontract or suboontract 

24 or perlorma7We thereunder during a specified period 

25 or periods, if in the Opinion of the Secretary, t1uJ 
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1 prwi8ions of the contract are . otherwise adequate 

2 . . to prevent excessive profits. 

3 "(i1 Nothing in sections ~09 and 113 of the Criminal 

4: Code (U. S. C., title 18, sees. 198 and 203) orin section 

5 190 of the Revised Statutes (U. S. C., title 5, sec. 99)' 

6 shall. be deemed to prevent any person appointed by the 

7 Secretary of a Department for intermittent and temporary 

8 employment in such Department, from acting as counsel, 
• 

9 agent, or attorney for prosecuting any claim against the 

10 United States: Provided, That such person shaU not prose

n .cute .any claim against the United States (1) which arises 

12 from any matter directly connected with which such person 

13 is employed, or (2) during the period such person is 

14 engaged in intermittent and tempsrary employment in a 

15 Department." 

16 (a) The amendments made 1Jy thi8 section shaU be 

17 effective as of April 28, 1942. 

18 (504)Amend the Table of Contents appearing on pages 2 

19 to 5, inclusive, to read as follows: 

&0.101. 1'-"'" y«Jn to trAieA 1JfMftdtMRt. tlppliM.'bl4. 
8«:.101. N ~ Ia:IJ 9ft indiriduah (&«I. 11). 
8«:.103. Svrl_ 9ft iNlWiduala (&«:. l' (11». 
8«:.10. OpAoMl taz Oft ifwlif1idVtJl. wl groaa in_ /TOfI6 cerltJia 

.-. of 13POO or Z- (&;!C. ¥XJ). 
8«:.106. f'tIIII Of& ~ (&«:.15), 
8«:.106. f'a Of& _rwUlntl ali_ iftdiriduala (&t:c- tl1). 
8«:.1(Jf. f'tJ:.I Oft ItmJigruo'poIatioN (Me. .31 (tI». 
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See.l08. Withholding of taQl at 80'Urce (88c8.143 andl-U). 
Seo.l09. Treaty obligations. 
Sec.ll0. Transfer8 of Ufe msurance contract8, eto. (8eo. ee (b) (e». 
Sec. 111. Income receIved from e8tate8, eto., 'Under gift8, beque8ts, eto. 

(8e~. ee (b) (3». 
See. lIe. EQlemption of intere8t on public obligations (8ee. ee (b) W). 
Seo.113. EQlclusion of pensions, annuitie8, eto., for disability reeuZting 

from military 8ervise (8ec. ee (b) (5». 
Sec.l14. EQloUusion of income from discharge 'of indebtednes8 (8ec. ee 

(b) (0». 
Seo.115. Improvements by les8ee (8ec. ee (b». 
Seo.ll0. Reeovery of bad debt8, prior taa/eB, and delinquency f//mO'Unts 

(8ec. ee (b». 
Seo.117. Additional allowance for military and 1/./Wal per,01II1Ie~ (8ee. 

ee (b» • 
. Sec. 118. Report requirement in connection with irwentory method, (,eo. 

ee (d) (e». • 
Sec. 119. Last-in firBt-out inventory (8ec. ee (d». 
Sec.leo. Alimony and8eparate mainttmance payment8 (8ee. eel. 
Sec. leI. Non-trade or non-bu.sine88 deductions (Bee. e3 (a». 
Sec.lf2e. Ded'UCtion allowable to purchaserB for State and local retail Ba1e, 

taa/68 (Bee. e3 (c». _ 
Sec.lf23. Deduction fur 8tock and bond lo88eB on ,ecurities in afllUate4 

corporations (8ec. f23 (g». 
Sec.lB4- Deduction for bad debt8, etc. (8eo. Ba (k». 
Sec.lf25. Corporate contributions to United Statea, etc., or for charitable 

'USe outside United Statea deductible (Bee. e3 (q». 
See.leO. Amortizable bond premium (8ee. B3). 
See.le7. Deduction lor ,,¥dical, dental, etc., eZpenle8 (Bee. f2S). 
See.leB. LOB8ea of mining corporations for 1938 and 1039 (Bee. Ba). 
See.IB9. Deduction of certain amounts paid to cooperative apartment 

corporation (8ee. e3). 
See.130. Deduction denied if procee4s 'USed to ptry for inB'Urance (lee. 

B.$ (a». 
See.131. T IJZe8 and other chargea chargeable to capital acco'Unt Me tU

ductible but treated as capital ite11l8 (leo. B.$ (a». 
See.13B. Re4uction of per80nal ezemption and credit for de~ 

requirement for return (8ee. e5 (b) U.». 
See.133. (Jomputation of fUJt operating 10., credit and ditDideruU paid 

credit (.ee. eo (0) (1». 
See.134- (Jredit for dividends paid on certain preferred 8toci (lee. 1!8). 
S6O.135. Income in reapect of decedents (.ee • .II! (a». 
See. 136. Returns for a pei-iod of le88 than twelve mqnths (1eo • .$7J. 
See.l37. Deelaration that return made 'Under penalties for perjwt-g tn lieu 

of oath (.ee.51). .. .. 
Sec.138. Eumpt corporatw1I8 (sec. 101). 
S6O.l3!J. Denio/, of capital 1088 carry-DfJer to section lot compania (sec. 

lot (d) (1». 
Sec.lJ,1J. (JompentJation for &eM1icu rendere4 for II period of thirty-sUr 

mqnths OJ' fTID1'e (sec. 107). 
Sec.l-U. (Jertain. jiacal '!lear tazpayer, (,ee.l08). 
Bee.~. W utern Hemi8phere trade corporationB (sec. 109). 



'597 

8eo.143. Nonrecognition of lo88 and determination of basis in cue of 
certain railroad reorganizations (8ee.llS (b». 

8eo.l#. Liquidation of per80nal holding companies in Deoember 143 
(8ec.11S (b». 

8eo.146. Basis of gifts (sec. 113 (a». 
8ee.lJ,B. Bfl8ia of property in cu" of optional value for 'estate t(UJ pur-

, P08es (seo.113 (a) (6». 
860.147. Percentage depletion for ooal, jfluor8par, ball and sagger clay, 

rock uphalt, and metal mines and /JUlph'Ur (seo.114 (b) W). 
8ee.148. Effect on earning8 and profits of wun sale los8es (8eo. 116 (1». 
860.1J,9. Distr"'butions in liquidation (.ee.116 (c». 
Seo.160. Income from sources without United States in certam;oues (860. 

116 (a». 
Seo.161. lleciprocaZ ememption of oompensation, of employees of the 

Oommonwealth of the Philippines (seo.116 (h». 
8eo.16B. Oapital gains and 108se. (seo. 117). 
Seo.163. Ileal property imprD'lJements,. i1/,1Joluntary c01/,1Jersions,. eto. 

(860.117). 
8eo.16+ Holding period of .tock acquired through ezerci&IJ of right. 

(.eo.117 (h». 
8eo.166. Two-year carry-back of net operating lo8.es (8ec.lSS (b». 
Seo.166. Oommodity credit loaM (seo.1S3). 
8eo.167. Eztension of deduction for amortization of emergency fa.cflities 

(';eo. lS4). 
8eo. 168. 'Wor loNes. 
8eo.169. 1l6CO'lJery of unconstitutional Federal tartJ68. 
8eo.16O. Foreign ((UJ credit (,eo. 131). 
8eo.161. Eztemion of c01I801idated returm pri'lJiZege to certain corpora

tions (,eo. 141). 
8eo.16fJ • .AlieM and foreign corporationB treated u nonresidentl (ue.. 

143 tJfId no. 
8eo.163. DeductionB for utats taaJ and income taInfestate (860. 16fJ). 
8eo.16+ Pen.Bion. mut. ('60.166). 
8eo.166. Life imurance companie. (860.101). 
8eo.166. Ift8VI'1mCe compatties other than life or mutual (8eo. Ian. 
8eo.167. Mvrual imvrance comptJflie, other than li'~ or marine (.ee. lUI). 
8eo.l68. Technical amendment to definition of "dividend" (,eo. 116 (a». 
Seo.169. TNftIIaCtionB in 'Wcks, 8Bl"Vritie8, andcommollities nol t:OfI8iil-

ered tJftgaging in.trade or b","- in certain _ (860. 
111 (b». 

&C. 170. Period for filing ~tition BaJfentkd in ClJrtai" cases (860.171 (a». 
8eo.171. 8taIuU of limitations Oft refunds and credits (Beo.3!!). 
8eo.17B. 1legul4ttJd irM>e8tment cOfRpatties (8uppl<ml11f1l Q). 
8eo.173 • .A-.JmeftI. to 8upplMnent Il (,eo. 371). 
8eo.17 + Tllmptmrt'y income toaJ Oft indWiduah. 
8eo.176. Net ... _ of iftditoidVGla. 



PABf' Ir-PSJUIONAL HOLDINtI OOMPANISI 

Sec.181. Batu of pers01llJllwlding company taI11 (8ec.15oo). 
Sec. 1st. Eumption of certain corporationtJ from pen01llJllwlding oem

pany tfRI (8eo.601 (b». 
Sec.183. 001l80lidated income (Beo.601 (c». 
Sec.18J,. Oomputation of tmdiatribvtd Subchaptef' A Nt tnoorn. (.eo. 

604). 
Sec. 186. Deficie'ru:y dividend8 of pen01llJl Aolding companJu (.eo. 606') • 

.8ec.186. Diatributionaby pet"B01IIJl Aolding companies (./10.115 (a». 

T'TLS II-ExesB8 PSO"T8 TAX 

Sec. !o1. Ta:eoh'le. year8 to which ~ applicable. 
Sec. eoe. Bate of e=aa profits tfJIIJ (8ec.710 (a». 
Sec. e03. Oertain fiscal year tOJlJpayer8 (8ec.710 (a» •. 
Sec. eoJ,. Two-getJrCfJ/1"'1?l-back of unwed e:eceu projit. credit (.eo.710 (0». 
Sec. !O6. Oomputation of e=e88 profits and itrwettted capital of ~ 

companic8 (8ec.711 (a». 
Se&e06. Technical, amendment8 made neoe&IJo.ry by clumge m bale for 
. corporation tfRI (Bec.711 (a» • 

. Sec. e07. Oapital gai1l8 and 1088e8 m tM computation of etIICe8/1. profiu 
flet income (,ec. 711 (a». 

Sec. !O8. Betroactime treatment of iowolwnto.ry ~ til capital 
.tranaacti01l8 (8ec. 711 (a) (1). 

Sec. eOD. N onta:eoh18 income from Bumpt e=_ output of mmJng and 
" /rom b01lU8 income of minu, etc. (.ec.711 (a) (1». 

Sec. el0. Net operating 1088 dedwJtion odjrutment (aec.711 (a) (1). 
Sec. e11. Oredit fordivUletula reoeWed in computation of ezceMI proflu 

flet income m C01'IIJ'IeCtion with itrwuted capital credit (_.711 
(a) (e». 

Sec: ele. Application of eue8' profits taI11 to certain foreigft tI01'p01'atWna 
(,ec.711 (b». 

Sec. e13. ElllCeu profit, flet income plo.cd on annual baaia (aec. 711 (a) 
(3». 

Sec.ll-l- Imereae on certain Federal obligati01l8 (aec.713 (0». 
Sec. e16. Bale period net income ofloweat yea,. in baBe period {sec. 713 

(e) (1». 
Sec.116. Oapital ,.edudion in ClUe of memben of cont,.olled fTl'uup '(_. 

713 (g». . 
Sec. e17. I_uted capital credit (,ec. 714). 
Sec.118. Baaia of property paid in (aec. 718 (a) (e». 
Sec.119, Deficit;". earning. and prop, of tmDtw ~ (aec. 718). 
Sec. efUJ. Amortiaab18 "bond premium 011 certam OrnJerrwneraI obligatWna 

(leo. 710 (d). 
Sec. tel. A brwrmalities ;". income in ta:eoh18 period (aec. 711). 
Sec.ete. Belief prwirions (1M. 7et). 
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Bee. BB$. EaJempt e01"'pO'l'tJl;i (86fJ.781). 
Seo. BB4- EaJOeIJB prOfitB ta:8 ref:u1"1lll (Beo.7Ba (b». 
Seo. Be5. 0 O'ABoUdated ref:u1"1ll! (B~O. 7$0). 
Seo. Bee. Ef1J6't1IIpti01l from tfUIJ of mining 01' CtJrtam8trategio· rnM&era:lB 

(Beo.7$1). 
Seo. B81. AmeM'lnlmt8 to aection 7!J4-
Seo. BBS. Rules for income credit in OOf'l'Mction witT!. CMtain tJIIJClumgeIJ 

(Supplement A). 
Seo. W. T_imation of Supplement B. 
Seo. e36. J1II/JelJted capital in COfI1Iection witT!. certrJin eccAanga aM l~ 

datioN (OAapt~ BE). 

PAM "-POB1'-'" AB BIU'UlfD 0' IIrellBB PBO'I1'1I 1'J.r 

SBfI. '50. PoBt-war refvNl of tJIIJCe •• profltB taaJ. 

Tl1'LII III-TIIBJCINA1'10N ", OUlf'M;. S1'Oe1C»ID DlIeLABIID VAL1711 

·E:rC1lB1I~PB0711'1I TArll11 

Se,. $01. Oapital8tock taaJ terminatBd (8eo.1eoo). 
Seo. 3OB. Declared lIalue 8QJC8B1 profltB ta:8 terminated (8eo. 600). 
Seo.303. Declared lIaAA1 eaJCelJ8 profit8 tfUIJ for ta:J:able yefJ1'l of les8 than 

twelllJe mont~ (BeD. 601). 

Tl1'L. IV-EB'f' AU": »Iu:.GI7f'!TArn 

SBfI • .101. EBtateIJ to whicT!. ~1MftU applicable. 
Seo.¥JB. Community mt_tB (BeD. 811 (e». 
Seo.403. POtDtJf'. of appointment (BeD. 811 (f». 
Seo • .IO+ Procude of lif~ in..nmmc. (Beo.811 (g». 
Sec. ¥J5. DeductionB not allotoable itt _. of cerlaift properly of_tate 

(BeD. 811 (b». 
StIO. ¥J6. CAaritable pkdgu (BeD. 8/1 (b». 
Sec. 407. DeductioA OR accounl of propmy ~ly ttUJed (MY. 81. (e». 
StIO. ¥J8. Deduction Irw' dilclaimed legacia ,-ring to eharitia (_ 

811 (d». 
StIO. ¥J9. Denial of deduction OR begtl&f 1o eerlaiA propagfIIIIkJ orgaM-

eationB (Ne.811 (d». 
StIO.UO. Priority of eredit for local death tarM8 (_.813 (a». 
&c.Ul. Liability of eerlaiA trmuf_ (,.,e, m (b». 
Sec. 411. E_ptiOR 01 elJtaf81 of _reeitknh nol eitiMftlI (-.861 (a». 
Sec. 413. Pmod trw 'Ping ~titima tlZtended itt emaitt _ <_.871 (a». 
Seo. 414. ON'1'G'm.mt fovrul by Board (_.91t). 
S_ 415. Deduction of Itwei!fJI 81ta1e ---. legacy, aruI ~CI 

e-, etc. (_ BIt). 

&0. ,1.51. Gil" to tDhk' amMtdMMte applkable. 
StIO. +il. P_ of .""w-t (NfJ. 1(00). 
S«I. +?3. Gift, 01 t:OfI&mvrtily "~"Y (1'Je. 1(J()(). 
8H.+i+ Eecluaiott frorattfi gilt. rM--o (_.1()()$ (b». 
8H. +SS. Sr-i~ _pti08 of gif" redUMI (-.1004). 
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Sec. !,DO. Period for filing petition emtended m certain ca861 (8ec. lOll! 
(a». 

Sec. !,D7. OverpaY1Mflt fO'Und by Board (8ee.lfm7 (d). 
Sec. !,DB. Definition of property in United Statu (8ee.l030 (b». 

TI'I'LII V-.AJClIND.lCBN'I'S '1'0 PBIOR REVBNUE Ac'I'S AND A{IBCBLLLVEOUB 

PROVISIONS 

See. 601. Additionlll credit8 for undist1'1outed profit8 ta:tl. 
See.6og. Stamp ta:IJ on certain insurance policie8 (8ec.IB04). 
See. 603. Suit against collector bar in other BUit8 (8ee. 877f!). 
See.604. Requirement of filing notice of lien (8ee. 367f!). 
Sec.605. MiscellaneCtJ8 a1MfId1Mflt8 to 8tamp ta:tl prO'lJisWns (ace. IBOl, 

etc.). 
See.606. Time for performing certain act8 poatponed by reaBon of war. 

_ Sec. 607. Mitigation of effect of disallO'lDance of reimbur8ement on e011r 
tract8 with the United State8. . 

See.60B. Amendment to the Public Salary Ta:e Act of 1939. 
Sec. 609. Joint Oommittee on OompWBDry Saving. 
See.610. Abolition of Board of Review and transfer of jurisdiction to 

Board of Ta:IJ Appeal8. 
See.611. Definition of military or naval forcea of the United States (8ee. 

3797 (a». 
Sec. filf!. Joint Oommittee on Internal Revenue Tazation-PO'IDer to ob· 

tain data (Ohap. 48). 

TI'I'LE VI-EICIBlI TAIBB 

Sec. 601. Effective date of this title. 
Sec.6oe. Distilled 8pirit8 (8ee. I!BOO). 
See.603. Fermente4 'TTUllt liquors (aee.3160). 
See.60.J., Winu (8ee.3030). 
Sec.605. Oigar8 and cigarett61 (8ec. I!OOO). 
Sec. 606. Telephone, telegraph, etc. (aee.3466). 
See.607. Photographic apparattJ8 (Bee. 9406 (a) W). 
See.60B. Lubricating oils (aee. 8413). 
Sec.609. Transportation of perBons (aee.8469). 
Sec.610. Organs under contract before October 1, 1941. 
Sec.611. Termination of certain ezcise Wz6liJec. 3406 (a) (6), (7), (8), 

and (9». 
Sec. 61f!. AtJi:ting of cigarette stamps in foreign cO'Untriu (ace. f!11f! (c». 
Sec.613. Ezemption of insignia, etc., wed in connection with uniforma of 

the armed forC61 from jewelry taz (aee. I!.jOO). 
See.61.J. Refrigerators, refrigerating apparattJB, and air-conilitioner. 

(aee.. 8406). 
See.615. Ezemption of certain caah regUter8 (ace. 8406 (a) (6). 
See.6I6. Ezempt transportation of oil by pipe line (860.8460). 
See. 617. Ooin-operated amwement and gaming tleuicu (8ee.8W7). 
See.61B. Sale under chattel mortgage (Bee. 1!405 and ace. 8M. 
See.619. Repeal of certain prO'Vitiona relating to mi:eed flour (Ohapter 

IB, Ohapter t7). 
See.6f!O. Eumption from proceuing taz of palm oil wed in 'fTUl1'/,tJfacture 

of iron or 8teel producU (Bee. f!477). 
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See.6el. Cabaret ta:1l (Bec.17oo (e». . 
Seo.6ee. Sale and me of toilet preparations by beauty parlorB, etc. {BBe. 

£40£ (b». 
Seo.6£8. Ta:1I-free .retail 8alea at Post ElIIChangea and Ship'8 S61"IJioe 

S toreB (Bec. £¥J6). 

TITLIf VII-SoCIAL SlfCUBIT'1l TAKBS 

Seo.701. Automatio increase in 1948 rate not to apply (BeeB. 1400 and 
1410). 

TlTU VIII-RBN1f(JOTIATION 0' OONTIUC7'8 

Seo. 801. Renegotiation of war oontractB. 

Passed the House of Representatives .ruly 20, 1942. 

Attest: SOUTH TRrnBLE, 

Clerk. 

Passed the Senate with amendments October 10 (legis

lative day, October 5), 1942. 

Attest: EDWIN A. HALSEY, 

Secretary. 
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