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[CHAPTER 207.1
AN ACT

June 6, 1932.
To authorize transfer of the abandoned Indian-school site and building at Zeba, [H. R. 208.]

Michigan, to the L'Anse Band of Lake Superior Indians. [Public, No. 152.]

Be it enacted by the Senate and House of Representatives of the
United States of America in Congress assembled, That the Secretary L'Anse Band ofLake
of the Interior be, and he is hereby, authorized to convey by deed, Abandoned Indian
without cost, to the L'Anse Band of Lake Superior Indians for school, etc., at Zeba,
community meetings and other like purposes, the abandoned Indian-ich., transfeed to.

school site and improvements thereon located at Zeba, Michigan,
embracing approximately three-fourths of an acre of land within
the east half of southeast quarter of southwest quarter of northwest
quarter of section 19, township 51 north, range 32 west, Michigan oo.
meridian: Provided, That said conveyance shall be made to three Conveyance to trus-
members of the band duly elected by said Indians as trustees for the tees.
band and their successors in office.

Approved, June 6, 1932.

[CHAPTER 208.]
AN ACT

To authorize the exchange of a part of the Rapid City Indian School land for Ju [e. '932.
a part of the Pennington County Poor Farm, South Dakota. [Public, No. 153.]

Be it enacted by the Senate and House of Representatives of the
United States of America in Congress assembled, That the Secretary Rapid City, S. Dak.
of the Interior be, and he is hereby, authorized to exchange, under InEhanceool part fo
such rules and regulations as he may prescribe, an irregular tract portion of Pennington
of eighty-four and four-tenths acres, more or less, of the Rapid City thorized.
Indian School land, located in the northwest quarter section 3, town-
ship 1 north, range 7 east of the Black Hills meridian, South Dakota,
for thirty-eight and nine one-hundredths acres, more or less, of the
Pennington County Poor Farm, in the adjoining north half of the
southwest quarter of the same s2ction, including all improvements
thereon; transfer of title to the Indian School reserve land to be Titletransferbydeed.
accomplished by deed.

Approved, June 6, 1932.

[CHAPTER 209.]
AN ACT

June 6, 1932.
To provide revenue, equalize taxation, and for other purposes; [H. R. 10236.

[Public, No. 154.

Be it enacted by the Senate and House of Representatives of the
United States of America in Congress assembled, That this Act, REVRNU ACT O 1932.

divided into titles and sections according to the following Table of
Contents, may be cited as the "Revenue Act of 1932 "
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TITLE I-INCOME TAXCOME

SUBTITLE A-INTRODUCTORY PROVISIONS

SEC. 1. APPLICATION OF TITLE.
The provisions of this title shall apply only to the taxable year

1932 and succeeding taxable years. Income, war-profits, and excess-
profits taxes for taxable years preceding the taxable year 1932 shall
not be affected by the provisions of this title, but shall remain subject
to the applicable provisions of prior revenue Acts, except as such
provisions are modified by Title IX of this Act or by legislation
enacted subsequent to this Act.
SEC. 2. CROSS REFERENCES.

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

Introductory provi-
sions.

Application of title.
To 1932, and succeed-

ing years.

Previous years not
affected.

Exceptions.
Post, p. 286.

Cross references.
Merely for conven-

ience.
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INCOMB TAX SEC. 3. CLASSIFICATION OF PROVISIONS.
Classification of pro- The provisions of this title are herein classified and designated

visions.
Designations, as-

Subtitle A-Introductory provisions,
Subtitle B-General provisions, divided into Parts and sections,
Subtitle C-Supplemental provisions, divided into Supplements

and sections.
special classes of tax- SEC. 4. SPECIAL CLASSES OF TAXPAYERS.

payers.
Apppiicationofgeneral The application of the General Provisions and of Supplements
ens and supple A to D, inclusive, to each of the following special classes of tax-

payers, shall be subject to the exceptions and additional provisions
found in the Supplement applicable to such class, as follows:

Estates and trusts, (a) Estates and trusts and the beneficiaries thereof,-Supple-
. 219. ment E.
Members of partner- b) Members of partnerships,-Supplement F.
Insuaneci, )op. 22 Insurance companies,-Supplement G.

23nresident aliens (d) Nonresident alien individuals,-Supplement H.Nonresident aliens,
p. 228. e) Foreign corporations,-Supplement I.
poreigncorpration, f) Individual citizens of any possession of the United States

Citizens of ponsses who are not otherwise citizens of the United States and who are notsions, not citizens of
United states, p. 231. residents of the United States,-Supplement J.

Cla tioens droinco (g) Individual citizens of the United States or domestic corpora-
from United States tions, satisfying the conditions of section 251 by reason of deriving
possessions. a large portion of their gross income from sources within a possession

ost, p.231. of the United States,-Supplement J.
ChrnaTratde Act (h) China Trade Act corporations,-Supplement K.

General provisions. SUBTITLE B-GENERAL PROVISIONS

Rates oftax. Part I-Rates of Tax

Normal tax on indi- SEC. 11. NORMAL TAX ON INDIVIDUALS.
dates on net income. There shall be levied, collected, and paid for each taxable year

upon the net income of every individual a normal tax equal to the
sum of the following:

(a) 4 per centum of the first $4,000 of the amount of the net
POst,p.s 1. income in excess of the credits against net income provided in

section 25; and
(b) 8 per centum of the remainder of such excess amount.

Surtax on Individ. SEC. 12. SURTAX ON INDIVIDUALS.
uasl. (a) RATES or SuRrAx.-There shall be levied, collected, and paid

for each taxable year upon the net income of every individual a
surtax as follows:

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

$40 upon net incomes of $10,000; and upon net incomes in excess
of $10,000 and not in excess of $12,000, 2 per centum in addition of
such excess.

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

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

$220 upon net incomes of $16,000; and upon net incomes in excess
of $16,000 and not in excess of $18,000, 5 per centum in addition of
such excess.
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$320 upon net incomes of $18,000; and upon net incomes in excess
of $18,000 and not in excess of $20,000, 6 per centum in addition of
such excess.

$440 upon net incomes of $20,000; and upon net incomes in excess
of $20,000 and not in excess of $22,000, 8 per centum in addition of
such excess.

$600 upon net incomes of $22,000; and upon net incomes in excess
of $22,000 and not in excess of $24,000, 9 per centum in addition of
such excess.

$780 upon net incomes of $24,000; and upon net incomes in excess
of $24,000 and not in excess of $26,000, 10 per centum in addition of
such excess.

$980 upon net incomes of $26,000; and upon net incomes in excess
of $26,000 and not in excess of $28,000, 11 per centum in addition of
such excess.

$1,200 upon net incomes of $28,000; and upon net incomes in
excess of $28,000 and not in excess of $30,000, 12 per centum in
addition of such excess.

$1,440 upon net incomes of $30,000; and upon net incomes in
excess of $30,000 and not in excess of $32,000, 13 per centum in
addition of such excess.

$1,700 upon net incomes of $32,000; and upon net incomes in
excess of $32,000 and not in excess of $36,000, 15 per centum in
addition of such excess.

$2,300 upon net incomes of $36,000; and upon net incomes in
excess of $36,000 and not in excess of $38,000, 16 per centum in
addition of such excess.

$2,620 upon net incomes of $38,000; and upon net incomes in
excess of $38,000 and not in excess of $40,000, 17 per centum in
addition of such excess.

$2,960 upon net incomes of $40,000; and upon net incomes in
excess of $40,000 and not in excess of $42,000, 18 per centum in
addition of such excess.

$3,320 upon net incomes of $42,000; and upon net incomes in
excess of $42,000 and not in excess of $44,000, 19 per centum in
addition of such excess.

$3,700 upon net incomes of $44,000; and upon net incomes in
excess of $44,000 and not in excess of $46,000, 20 per centum in
addition of such excess.

$4,100 upon net incomes of $46,000; and upon net incomes in
excess of $46,000 and not in excess of $48,000, 21 per centum in
addition of such excess.

$4,520 upon net incomes of $48,000; and upon net incomes in
excess of $48,000 and not in excess of $50,000, 22 per centum in
addition of such excess.

$4,960 upon net incomes of $50,000; and upon net incomes in
excess of $50,000 and not in excess of $52,000, 23 per centum in
addition of such excess.

$5,420 upon net incomes of $52,000; and upon net incomes in
excess of $52,000 and not in excess of $54,000, 24 per centum in
addition of such excess.

$5,900 upon net incomes of $54,000; and upon net incomes in
excess of $54,000 and not in excess of $56,000, 25 per centum in
addition of such excess.

$6,400 upon net incomes of $56,000; and upon net incomes in
excess of $56,000 and not in excess of $58,000, 26 per centum in
addition of such excess.
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$6,920 upon net incomes of $58,000; and upon net incomes in
excess of $58,000 and not in excess of $60,000, 27 per centum in
addition of such excess.

$7,460 upon net incomes of $60,000; and upon net incomes in
excess of $60,000 and not in excess of $62,000, 28 per centum in
addition of such excess.

$8,020 upon net incomes of $62,000; and upon net incomes in
excess of $62,000 and not in excess of $64,000, 29 per centum in
addition of such excess.

$8,600 upon net incomes of $64,000; and upon net incomes in
excess of $64,000 and not in excess of $66,000, 30 per centum in
addition of such excess.

$9,200 upon net incomes of $66,000; and upon net incomes in
excess of $66,000 and not in excess of $68,000, 31 per centum in
addition of such excess.

$9,820 upon net incomes of $68,000; and upon net incomes in
excess of $68,000 and not in excess of $70,000, 32 per centum in
addition of such excess.

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

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

$11,800 upon net incomes of $74,000; and upon net incomes in
excess of $74,000 and not in excess of $76,000, 35 per centum in
addition of such excess.

$12,500 upon net incomes of $76,000; and upon net incomes in
excess of $76,000 and not in excess of $78,000, 36 per centum in
addition of such excess.

$13,220 upon net incomes of $78,000; and upon net incomes in
excess of $78,000 and not in excess of $80,000, 37 per centum in
addition of such excess.

$13,960 upon net incomes of $80,000; and upon net incomes in
excess of $80,000 and not in excess of $82,000, 38 per centum in
addition of such excess.

$14,720 upon net incomes of $82,000; and upon net incomes in
excess of $82,000 and not in excess of $84,000, 39 per centumr in
addition of such excess.

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

$16,300 upon net incomes of $86,000; and upon net incomes in
excess of $86,000 and not in excess of $88,000, 41 per centum in
addition of such excess.

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

$17,960 upon net incomes of $90,000; and upon net incomes in
excess of $90,000 and not in excess of $92,000, 43 per centum in
addition of such excess.

$18,820 upon net incomes of $92,000; and upon net incomes in
excess of $92,000 and not in excess of $94,000, 44 per centum in
addition of such excess.

$19,700 upon net incomes of $94,000; and upon net incomes in
excess of $94,000 and not in excess of $96,000, 45 per centum
in addition of such excess.
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$20,600 upon net incomes of $96,000; and upon net incomes in
excess of $96,000 and not in excess of $98,000, 46 per centum
in addition of such excess.

$21,520 upon net incomes of $98,000; and upon net incomes in
excess of $98,000 and not in excess of $100,000, 47 per centum
in addition of such excess.

$22,460 upon net incomes of $100,000; and upon net incomes in
excess of $100,000 and not in excess of $150,000, 48 per centum
in addition of such excess.

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

$70,960 upon net incomes of $200,000; and upon net incomes in
excess of $200,000 and not in excess of $300,000, 50 per centum
in addition of such excess.

$120,960 upon net incomes of $300,000; and upon net incomes in
excess of $300,000 and not in excess of $400,000, 51 per centum
in addition of such excess.

$171,960 upon net incomes of $400,000; and upon net incomes in
excess of $400,000 and not in excess of $500,000, 52 per centum
in addition of such excess.

$223,960 upon net incomes of $500,000; and upon net incomes in
excess of $500,000 and not in excess of $750,000, 53 per centum
in addition of such excess.

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

$491,460 upon net incomes of $1,000,000; and upon net incomes in
excess of $1,000,000, 55 per centum in addition of such excess.
(b) SALE OF MINES AND OIL OR GAS WELLS.-For limitation of sur-

tax attributable to sale of mines and oil or gas wells, see section 102.
(c) CAPITAL NET GAINS AND LOSSES.-For rate and computation of

tax in lieu of normal and surtax in case of net incomes of not less
than $16,000, approximately, or in case of net incomes, excluding
items of capital gain, capital loss, and capital deductions, of not less
than $16,000, approximately, see section 101.

(d) EVASION OF SURTAXES BY INCORPORATION.-For tax on corpo-
rations which accumulate surplus to evade surtax on stockholders,
see section 104.
SEC. 13. TAX ON CORPORATIONS.

(a) RATE OF TAx.-There shall be levied, collected, and paid for
each taxable year upon the net income of every corporation, a tax of
133/4 per centum of the amount of the net income in excess of the
credit against net income provided in section 26.

(b) EXEMPT CORPORATIONS.-For corporations exempt from tax,
see section 103.

(c) IMPROPER ACCUMULATION OF SURPLUS.-For tax on corpora-
tions which accumulate surplus to evade surtax on stockholders, see
section 104.
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Part II-Computation of Net Incomenet

SEC. 21. NET INCOME.
"Net income " means the gross income computed under section 22,

less the deductions allowed by section 23.
SEC. 22. GROSS INCOME.

(a) GENERAL DEFINITION.-" Gross income" includes gains, profits,
and income derived from salaries, wages, or compensation for per-
sonal service, of whatever kind and in whatever form paid, or from
professions, vocations, trades, businesses, commerce, or sales, or deal-
ings in property, whether real or personal, growing out of the owner-
ship or use of or interest in such property; also from interest, rent,
dividends, securities, or the transaction of any business carried on
for gain or profit, or gains or profits and income derived from any

of source whatever. In the case of Presidents of the United States and
judges of courts of the United States taking office after the date of
the enactment of this Act, the compensation received as such shall be
included in gross income; and all Acts fixing the compensation of
such Presidents and judges are hereby amended accordingly.

om (b) EXCLUSIONS FROM GROSS INcoME.-The following items shall
not be included in gross income and shall be exempt from taxation
under this title:

(1) LIFE INSURANCE.-Amounts received under a life insurance
contract paid by reason of the death of the insured, whether in a
single sum or in installments (but if such amounts are held by the
insurer under an agreement to pay interest thereon, the interest
payments shall be included in gross income);

an- (2) ANNUITIES, ETC.-Amounts received (other than amounts
paid by reason of the death of the insured and interest payments
on such amounts) under a life insurance, endowment, or annuity
contract, but if such amounts (when added to amounts received
before the taxable year under such contract) exceed the aggregate
premiums or consideration paid (whether or not paid during the
taxable year) then the excess shall be included in gross income. In
the case of a transfer for a valuable consideration, by assignment
or otherwise, of a life insurance, endowment, or annuity contract,
or any interest therein, only the actual value of such consideration
and the amount of the premiums and other sums subsequently paid
by the transferee shall be exempt from taxation under paragraph
(1) or this paragraph;

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

(4) TAX-FREE INTFEREST.-Interest upon (A) the obligations of a
State, Territory, or any political subdivision thereof, or the District

ie' of Columbia; or (B) securities issued under the provisions of the
Federal Farm Loan Act, or under the provisions of such Act as
amended; or (C) the obligations of the United States or its pos-

, sessions. Every person owning any of the obligations or securities
red enumerated in clause (A), (B), or (C) shall, in the return required

by this title, submit a statement showing the number and amount
of such obligations and securities owned by him and the income
received therefrom, in such form and with such information as the
Commissioner may require. In the case of obligations of the
United States issued after September 1, 1917 (other than postal
savings certificates of deposit), the interest shall be exempt only if
and to the extent provided in the respective Acts authorizing the
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issue thereof as amended and supplemented, and shall be excluded INCOME TAX

from gross income only if and to the extent it is wholly exempt to
the taxpayer from the taxes imposed by this title;

(5) COMPENSATION FOR INJURIES OR SICKNESS.-Amounts received, iPayment orn persona

through accident or health insurance or under workmen's compen-
sation acts, as compensation for personal injuries or sickness, plus
the amount of any damages received whether by suit or agreement
on account of such injuries or sickness; Rent of ministers'

(6) MINISTERS.-The rental value of a dwelling house and dwelling.

appurtenances thereof furnished to a minister of the gospel as part
of his compensation;

(7) MISCELLANEOUS ITEMs.-The following items, to the extent Post, p. 204.tems

provided in section 116:
Earned income from sources without the United States;
Salaries of certain Territorial employees;
The income of foreign governments;
Income of States, municipalities and other political subdi-

visions;
Receipts of shipowners' mutual protection and indemnity

associations;
Dividends from China Trade Act corporations. I

(c) INvENToRIES.-Whenever in the opinion of the Commissioner mine income.

the use of inventories is necessary in order clearly to determine the
income of any taxpayer, inventories shall be taken by such taxpayer
upon such basis as the Commissioner, with the approval of the Secre-
tary, may prescribe as conforming as nearly as may be to the best
accounting practice in the trade or business and as most clearly
reflecting the income.

(d) DISTRIBUTIoNs BY CORPORATIONS.-Distributions by corpora- pDistribtionsbycor

tions shall be taxable to the shareholders as provided in section 115. Pot, oP

(e) DETERMINATION OF GAIN OR Loss.-In the case of a sale or gain or loss on sale of
other disposition of property, the gain or loss shall be computed as prottpp. 195,1,198.
provided in sections 111, 112, and 113.

(f) GRoss INCOME FROM SOURCES WITHIN AND WITHOUT UNITED withut nitedStatenn

STATES.-For computation of gross income from sources within and Post, P. 20.
without the United States, see section 119.

Deductions from
SEC. 23. DEDUCTIONS FROM GROSS INCOME. gross inc ome.

In computing net income there shall be allowed as deductions: Items specified.
(a) EXPENSES.-All the ordinary and necessary expenses paid or Buslnessexpenses.

incurred during the taxable year in carrying on any trade or busi-
ness, including a reasonable allowance for salaries or other compen.
sation for personal services actually rendered; traveling expenses lTrdedl, etc. in-
(including the entire amount expended for meals and lodging) while
away from home in the pursuit of a trade or business; and rentals
or other payments required to be made as a condition to the con-
tinued use or possession, for purposes of the trade or business, of
property to which the taxpayer has not taken or is not taking title
or in which he has no equity. Interest on debts.

(b) INTEREST.-All interest paid or accrued within the taxable Exceptions.
year on indebtedness, except (1) on indebtedness incurred or con-
tinued to purchase or carry obligations or securities (other than
obligations of the United States issued after September 24, 1917, and
originally subscribed for by the taxpayer) the interest upon which is
wholly exempt from the taxes imposed by this title, or (2) on indebt-
edness incurred or continued in connection with the purchasing or
carrying of an annuity.
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INCOME TAX (c) TAXES GENEERUAiY.-Taxes paid or accrued within the taxable
Taxes paid within year, except-

taxable year.
Exceptions. (1) income, war-profits, and excess-profits taxes imposed by the

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

authority of any foreign country or possession of the United
States; but this deduction shall be allowed in the case of a tax-
payer who does not signify in his return his desire to have to any
extent the benefits of section 131 (relating to credit for taxes of

Pos, p. 211 foreign countries and possessions of the United States); and
(3) taxes assessed against local benefits of a kind tending to

increase the value of the property assessed; but this paragraph shall
not exclude the allowance as a deduction of so much of such taxes
as is properly allocable to maintenance or interest charges.

Accruementofestate, For the purpose of this subsection, estate, inheritance, legacy, and
etc., taxes. succession taxes accrue on the due date thereof, except as otherwise

provided by the law of the jurisdiction imposing such taxes, and
Limitation. shall be allowed as a deduction only to the estate.
Taxes of shareholder (d) TAXES OF SHAREHOLDER PAID BY CORPORATION.-The deduction

for taxes allowed by subsection (c) shall be allowed to a corpora-
tion in the case of taxes imposed upon a shareholder of the corpora-
tion upon his interest as shareholder which are paid by the corpora-
tion without reimbursement from the shareholder, but in such cases
no deduction shall be allowed the shareholder for the amount of such
taxes.

Losses by individ- (e) LoSSEs BY INDIVIDUALS.-Subject to the limitations provided in
us. subsection (r) of this section, in the case of an individual, losses sus-

tained during the taxable year and not compensated for by insurance
or otherwise-

Business. (1 if incurred in trade or business; or
Not connected with (2) if incurred in any transaction entered into for profit, thoughtrade or business. *not connected with the trade or business; or
casualty losses not (3) of property not connected with the trade or business, if theconnected with busi-ness. loss arises from fires, storms, shipwreck, or other casualty, or
Disallowed if de- from theft. No loss shall be allowed as a deduction under thisducted for estate-tax

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

tax return.
Losses by corpora- (f) LOSSES BY CORPORATIONS.-Subject to the limitations provided

in subsection (r) of this section, in the case of a corporation, losses
sustained during the taxable year and not compensated for by insur-
ance or otherwise.

Basisfordetermining (g) BASIS FOR DETER NIxNG Loss.-The basis for determining the
amount of deduction for losses sustained, to be allowed under sub-

Post,p.201. section (e) or (f), shall be the adjusted basis provided in section
113 (b) for determining the gain or loss from the sale or other dis-
position of property.

Disallowance of loss (h) LOSS o2 WASH SALES OF STOCK OR SECURITIES.-For disallow-on wash sales of stock,
etc. ance of loss deduction in the case of sales of stock or securities where

within thirty days before or after the date of the sale the taxpayer
Pst, . 208. has acquired substantially identical property, see section 118.
Net losses of prior (i) NET LossEs.-The special deduction for net losses of a prioryear.
Post, p. 207. year, to the extent provided in section 117.
Worthlessdebts. (j) BAD DEBTS.-Debts ascertained to be worthless and charged

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

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

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

(m) BASIS FOR DEPRECIATION AND DEPLETION.-The basis upon
which depletion, exhaustion, wear and tear and obsolescence are to
be allowed in respect of any property shall be as provided in
section 114.

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

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

(2) a corporation, or trust, or community chest, fund, or founda-
tion, organized and operated exclusively for religious, charitable,
scientific, literary, or educational purposes, or for the prevention
of cruelty to children or animals, no part of the net earnings of
which inures to the benefit of any private shareholder or
individual;

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

(4) posts or organizations of war veterans, or auxiliary units
or societies of any such posts or organizations, if such posts,
organizations, units, or societies are organized inthe United States
or any of its possessions, and if no part of their net earnings
inures to the benefit of any private shareholder or individual; or
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MCOMBETX (5) a fraternal society, order, or association, operating under
Fraternal societies, the lodge system, but only if such contributions or gifts are to be
condition. used exclusively for religious, charitable, scientific, literary, or

educational purposes, or for the prevention of cruelty to children
or animals;

Limit. to an amount which in all the above cases combined does not exceed
15 per centum of the taxpayer's net income as computed without

tismnited deduc- the benefit of this subsection. Such contributions or gifts shall be
allowable as deductions only if verified under rules and regulations
prescribed by the Commissioner, with the approval of the Secretary.
(For unlimited deduction if contributions and gifts exceed 90 per
centum of the net income, see section 120.)

as of asual sales io (O) FUTURE EXPENSES IN CASE OF CASUAL SALES OF REAL PROP-
real property. EERT.-In the case of a casual sale or other casual disposition of real
liabiities under con- property by an individual, a reasonable allowance for future expense
tract. liabilities, incurred under the provisions of the contract under which

such sale or other disposition was made, under such regulations as
the Commissioner, with the approval of the Secretary, may pre-

Bond. scribe, including the giving of a bond, with such sureties and in such
sum (not less than the estimated tax liability computed without the
benefit of this subsection) as the Commissioner may require, condi-
tioned upon the payment (notwithstanding any statute of limita-
tions) of the tax, computed without the benefit of this subsection,
in respect of any amounts allowed as a deduction under this sub-
section and not actually expended in carrying out the provisions of
such contract.

bycorporations.e (p) DIVIDENDS REDEOVED BY CORPORATIONS.-In the case of a
corporation, the amount received as dividends-

poration. r (1) from a domestic corporation which is subject to taxation
under this title, or

From a foreign eor- (2) from any foreign corporation when it is shown to the satis-poration, if more than awa50 percent derived faction of the Commissioner that more than 50 per centum of the
sourcess. tates gross income of such foreign corporation for the three-year period

ending with the close of its taxable year preceding the declaration
of such dividends (or for such part of such period as the foreign
corporation has been in existence) was derived from sources within

Post, P. 20the United States as determined under section 119.
iviaenads fror The deduction allowed by this subsection shall not be allowed in

porations, etc., ex- respect of dividends received from a corporation organized under
orpte 21 the China Trade Act, 1922, or from a corporation which under sec-
Pstt P. 231 tion 251 is taxable only on its gross income from sources within the

United States by reason of its receiving a large percentage of its
gross income from sources within a possession of the United States.

Pension trst. ( ) PENSION TRuSTS.-An employer establishing or maintaining
a pension trust to provide for the payment of reasonable pensions to

Potp. 221. his employees (if such trust is exempt from tax under section 165,
relating to trusts created for the exclusive benefit of employees)
shall be allowed as a deduction (in addition to the contributions to
such trust during the taxable year to cover the pension liability
accruing during the year, allowed as a deduction under subsection
(a) of this section) a reasonable amount transferred or paid into
such trust during the taxable year in excess of such contributions,
but only if such amount (1) has not theretofore been allowable as
a deduction, and (2) is apportioned in equal parts over a period of
ten consecutive years beginning with the year in which the transfer

Allowances under a or payment is made. n deduction allowable under section 23 (pr aw. Anynallowable section 23w.
Vol. , .S 80. of the Revenue Act of 1928 which under such section was appor-

tioned to any taxable year subsequent to the taxable year 1931 shall
be allowed as a deduction in the years to which so apportioned to
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the extent allowable under such section if it had remained in force INCOME TAX

with respect to such year.
(r) LIMITATION ON STOCK LOSSES.- Limitation on stock

(1) Losses from sales or exchanges of stocks and bonds (as Sales or exchanges.

defined in subsection (t) of this section) which are not capital
assets (as defined in section 101) shall be allowed only to the Pot, P. 191.

extent of the gains from such sales or exchanges (including gains
which may be derived by a taxpayer from the retirement of his
own obligations).

(2) Losses disallowed as a deduction by paragraph (1), corn- pDiseowasces com-
puted without regard to any losses sustained during the preceding tained in succeeding
taxable year, shall, to an amount not in excess of the taxpayer's axabl year

net income for the taxable year, be considered for the purposes
of this title as losses sustained in the succeeding taxable year from
sales or exchanges of stocks or bonds which are not capital assets. Exceptions.

(3) This subsection shall not apply to a dealer in securities (as Dealer in securities.

to stocks and bonds acquired for resale to customers) in respect
of transactions in the ordinary course of his business, nor to a or t
bank or trust company incorporated under the laws of the United pany.

States or of any State or Territory, nor to persons carrying on the
banking business (where the receipt of deposits constitutes a
major part of such business) in respect of transactions in the
ordinary course of such banking business.ins or losses from
(s) SAME-SHORT SALES.-For the purposes of this title, gains shortsales.

or losses (A) from short sales of stocks and bonds, or (B) attribu- From short sales of

table to privileges or options to buy or sell such stocks and bonds, or Due to options to buy
(C) from sales or exchanges of such privileges or options, shall be Suhrocsaetcof such

considered as gains or losses from sales or exchanges of stocks or privileges, etc.
bonds which are not capital assets.

(t) DEFINITION OF STOCKS AND BONDS.-As used in subsections (r) candbond sde.

and (s), the term " stocks and bonds " means (1) shares of stock in cshr or stock in a

any corporation, or (2) rights to subscribe for or to receive such Subscriptions.

shares, or (3) bonds, debentures, notes, or certificates or other evi- Bondsetc.

dences of indebtedness, issued by any corporation (other than a
government or political subdivision thereof), with interest coupons tes
or in registered form, or (4) certificates of profit, or of interest in Crtctop t.

property or accumulations, in any investment trust or similar organi-
zation holding or dealing in any of the instruments mentioned or
described in this subsection, regardless of whether or not such
investment trust or similar organization constitutes a corporation
within the meaning of this Act.
SEC. 24. ITEMS NOT DEDUCTIBLE.

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

(1) Personal, living, or family expenses;
(2) Any amount paid out for new buildings or for permanent

improvements or betterments made to increase the value of any
property or estate;

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

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

Objects specified.

Personal, etc., ex-
penses.

Property improve-
ments.

Restoring property.

Life insurance premi-
ums for employees.
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INCOME TAX (b) HOLDERS OF LIFE OR TERMINABLE INTEREST.-Amounts paid
Holders oflifeor ter- under the laws of any State, Territory, District of Columbia, pos-

mDedtionson in- session of the United States, or foreign country as income to the
come acquired by gift, holder of a life or terminable interest acquired by gift, bequest, or

inheritance shall not be reduced or diminished by any deduction for
shrinkage (by whatever name called) in the value of such interest due
to the lapse of time, nor by any deduction allowed by this Act (except

Ante, .181. the deductions provided for in subsections (k) and (1) of section 23)
for the purpose of computing the net income of an estate or trust
but not allowed under the laws of such State, Territory, District of
Columbia, possession of the United States, or foreign country for the
purpose of computing the income to which such holder is entitled.

Tx-free covenant (C) Tax WITHHELD ON TAX-FREE COVENANT BONDS.-For tax with-
Post, p. 215. held on tax-free covenant bonds, see section 143 (a) (3).
Credits allowed indi- SEC. 25. CREDITS OF INDIVIDUAL AGAINST NET INCOME.

cdeal against net i- There shall be allowed for the purpose of the normal tax, but not
for the surtax, the following credits against the net income:

Dividends. (a) DIVIDENDS.-The amount received as dividends-
rom domestic cor- (1) from a domestic corporation which is subject to taxation

porations. under this title, or
toreign orporatin (2) from a foreign corporation when it is shown to the satisfac-

cent of income from tion of the Commissioner that more than 50 per centum of the gross
Uited tates income of such foreign corporation for the three-year period ending

with the close of its taxable year preceding the declaration of such
dividends (or for such part of such period as the corporation has

Post, p. 208. been in existence) was derived from sources within the United
States as determined under the provisions of section 119.

From China Trade The credit allowed by this subsection shall not be allowed inAct corporations, etc.,
excepted. respect of dividends received from a corporation organized under the

Post, p. 231. China Trade Act, 1922, or from a corporation which under section
251 is taxable only on its gross income from sources within the United
States by reason of its receiving a large percentage of its gross income
from sources within a possession of the United States.

Interest on Federal (b) INTEREST ON UNITED STATES OBLIGATIoNs.-The amount
'nte, p. 178. received as interest upon obligations of the United States which is

included in gross income under section 22.
Personal exemption (c) PERSONAL EXEMIPTION.-In the case of a single person, a
Single persons, personal exemption of $1,000; or in the case of the head of a family
Husband and wife or a married person living with husband or wife, a personal exemp-

living together. tion of $2,500. A husband and wife living together shall receive but
one personal exemption. The amount of such personal exemption

separatereturns. shall be $2,500. If such husband and wife make separate returns,
the personal exemption may be taken by either or divided between
them.

Credit for depend- (d) CREDIT FOR DEPEDENTS.--$400 for each person (other than
husband or wife) dependent upon and receiving his chief support
from the taxpayer if such dependent person is under eighteen years
of age or is incapable of self-support because mentally or physically
defective.

Durhngefstt. (e) CHANGE OF STATU.-If the status of the taxpayer, in so faras it affects the personal exemption or credit for dependents, changes
during the taxable year, the personal exemption and credit shall be

Apportionment Of apportioned, under rules and regulations prescribed by the Com-
* missioner with the approval of the Secretary, in accordance with the

number of months before and after such change. For the purpose
of such apportionment a fractional part of a month shall be disre-
garded unless it amounts to more than half a month in which case
it shall be considered as a month.
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SEC. 26. CREDITS OF CORPORATION AGAINST NET INCOME.
For the purpose only of the tax imposed by section 13 there shall

be allowed as a credit against net income the amount received as
interest upon obligations of the United States which is included
in gross income under section 22.

Part III-Credits Against Tax
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SEC. 31. TAXES OF FOREIGN COUNTRIES AND POSSESSIONS OF Taxesof foreignconn
UNITED STATES. tries, etc.

The amount of income, war-profits, and excess-profits taxes Extent of credit for.

imposed by foreign countries or possessions of the United States
shall be allowed as a credit against the tax, to the extent provided Po, p. 211.

in section 131.
SEC. 32. TAXES WITHHELD AT SOURCE.

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

(a) CREDIT FOR OVERPAYMENTS.-For credit against the tax of
overpayments of taxes imposed by this title for other taxable years,
see section 322.

(b) FISCAL YEAR ENDING IN 1932.-For credit against the tax of
amounts of tax paid for a fiscal year beginning in 1931 and ending
in 1932, see section 132.

Part IV-Accounting Periods and Methods of Accounting

Taxes withheld at
source.

Credit for.
Post, p. 216.

Erroneous payments.
Credit for overpay-

ments.
Post, p. 242.

Credit for fiscal year
ending in 1932.

Post, p. 213.

Accounting periods
and methods.

SEC. 41. GENERAL RULE. Generalrule.

The net income shall be computed upon the basis of the taxpayer's of Nnnua aecountaig
annual accounting period (fiscal year or calendar year, as the case period.
may be) in accordance with the method of accounting regularly
employed in keeping the books of such taxpayer; but if no such
method of accounting has been so employed, or if the method
employed does not clearly reflect the income, the computation shall
be made in accordance with such method as in the opinion of the
Commissioner does clearly reflect the income. If the taxpayer's If no accounting

period, on calendarannual accounting period is other than a fiscal year as defined in year.
section 48 or if the taxpayer has no annual accounting period or
does not keep books, the net income shall be computed on the basis Inventories.

of the calendar year. (For use of inventories, see section 22(c).) A . 19.

SEC. 42. PERIOD IN WHICH ITEMS OF GROSS INCOME INCLUDED. Gross income.
The amount of all items of gross income shall be included in the ytems for ctaxableyear in which received.

gross income for the taxable year in which received by the taxpayer,
unless, under methods of accounting permitted under section 41, any
such amounts are to be properly accounted for as of a different
period.
SEC. 43. PERIOD FOR WHICH DEDUCTIONS AND CREDITS TAKEN. Deductions and

The deductions and credits provided for in this title shall be taken For taabe year in
which "paid or ac-

for the taxable year in which " paid or accrued" or "paid or in- crued" or "paid or in-
curred ", dependent upon the method of accounting upon the basis c

urre d.
of which the net income is computed, unless in order to clearly reflect
the income the deductions or credits should be taken as of a different
period.
SEC. 44. INSTALLMENT BASIS.

(a) DEALERS IN PERSONAL PROPERTY.-Under regulations pre-
scribed by the Commissioner with the approval of the Secretary, a
person who regularly sells or otherwise disposes of personal property
on the installment plan may return as income therefrom in any tax-

Installment basis.

Dealers in personal
property may make
returns on, of payments
actually received.
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INCOME TAX able year that proportion of the installment payments actually
received in that year which the gross profit realized or to be realized
when payment is completed, bears to the total contract price.

Returns of income (b) SALES OF REALTY AND CASUAL SALES OF PERSONALTrY.-In the
personaltyo oals orty case (1) of a casual sale or other casual disposition of personal

property (other than property of a kind which would properly be
included in the inventory of the taxpayer if on hand at the close
of the taxable year), for a price exceeding $1,000, or (2) of a sale or
other disposition of real property, if in either case the initial pay-
ments do not exceed 40 per centum of the selling price, the income
may, under regulations prescribed by the Commissioner with the
approval of the Secretary, be returned on the basis and in the manner
above prescribed in this section. As used in this section the term
" initial payments " means the payments received in cash or property
other than evidences of indebtedness of the purchaser during the
taxable period in which the sale or other disposition is made.

Computation of (c) CtHANGE FROM ACCRUAL TO INSTALLMENT BASIS.-If a taxpayer
instalent bhange to entitled to the benefits of subsection (a) elects for any taxable year to

report his net income on the installment basis, then in computing his
income for the year of change or any subsequent year, amounts actu-
ally received during any such year on account of sales or other
dispositions of property made in any prior year shall not be
excluded.

Gain or loss upon (d) GAIN OR LOSS UPON DISPOSITION OF INSTALLMENT OBLIGA-disposition of install-
ment obligations. TIONS.-If an installment obligation is satisfied at other than its face

value or distributed, transmitted, sold, or otherwise disposed of, gain
or loss shall result to the extent of the difference between the basis
of the obligation and (1) in the case of satisfaction at other than face
value or a sale or exchange-the amount realized, or (2) in case of
a distribution, transmission, or disposition otherwise than by sale
or exchange-the fair market value of the obligation at the time ofBasis. such distribution, transmission, or disposition. The basis of the
obligation shall be the excess of the face value of the obligation over
an amount equal to the income which would be returnable were theTransmission at obligation satisfied in full. This subsection shall not apply to thedeath of installment

obligations, transmission at death of installment obligations if there is filed with
the Commissioner, at such time as he may by regulation prescribe, abond in such amount and with such sureties as he may deem neces-
sary, conditioned upon the return as income, by the person receiving
any payment on such obligations, of the same proportion of such
payment as would be returnable as income by the decedent if he had
lived and had received such payment.

Allocation of income SEC. 45. ALLOCATION OF INCOME AND DEDUCTIONS.and deductions. Pro- -visions if same interests In any case of two or more trades or businesses (whether or notcontrol two or snorebusinesses, incorporated, whether or not organized in the United States, and
whether or not affiliated) owned or controlled directly or indirectly
by the same interests, the Commissioner is authorized to distribute,
apportion, or allocate gross income or deductions between or among
such trades or businesses, if he determines that such distribution,
apportionment, or allocation is necessary in order to prevent evasion
of taxes or clearly to reflect the income of any of such trades or
businesses.

Changeotaccounting SEC. 46. CHANGE OF ACCOUNTING PERIOD.
Net income mpt- If a taxpayer changes his accounting period from fiscal year to

period. calendar year, from calendar year to fiscal year, or from one fiscalyear to another, the net income shall, with the approval of the Com-
missioner, be computed on the basis of such new accounting period,
subject to the provisions of section 47.
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SEC. 47. RETURNS FOR A PERIOD OF LESS THAN TWELVE MONTHS. INCOME TAX

(a) RETURNS FOR SHORT PERIOD RESULTING FROM CHANGE OF AC- Returns for less than
COUNTING PERIOD.-If a taxpayer, with the approval of the Commis- a 

Ba of computing
sioner, changes the basis of computing net income from fiscal year when accounting
to calendar year a separate return shall be made for the period p anges
between the close of the last fiscal year for which return was made
and the following December 31. If the change is from calendar year
to fiscal year, a separate return shall be made for the period between
the close of the last calendar year for which return was made and
the date designated as the close of the fiscal year. If the change is
from one fiscal year to another fiscal year a separate return shall be
made for the period between the close of the former fiscal year and
the date designated as the close of the new fiscal year.

(b) INCOME COMPUTED ON BASIS OF SHORT PERIOD.-Where a sep- period o separat
arate return is made under subsection (a) on account of a change in return.
the accounting period, and in all other cases where a separate return
is required or permitted, by regulations prescribed by the Commis-
sioner with the approval of the Secretary, to be made for a frac-
tional part of a year, then the income shall be computed on the
basis of the period for which separate return is made.

(c) INCOME PLACED ON ANNUAL BASIS.-If a separate return is annal basis.
made under subsection (a) on account of a change in the accounting Computation of.
period, the net income, computed on the basis of the period for which
separate return is made, shall be placed on an annual basis by multi-
plying the amount thereof by twelve and dividing by the number
of months included in the period for which the separate return is
made. The tax shall be such part of the tax computed on such annual
basis as the number of months in such period is of twelve months.

(d) CAPITAL NET GAINS AND LOSSES-EARNED INCOME.--The Com- netAliatin and aosies
missioner with the approval of the Secretary shall by regulations or earned income.

prescribe the method of applying the provisions of subsections (b)
and (c) (relating to computing income on the basis of a short period,
and placing such income on an annual basis) to cases where the tax-
payer makes a separate return under subsection (a) on account of
a change in the accounting period, and it appears that for the period
for which the return is so made he has derived a capital net gain, or
sustained a capital net loss, or received earned income.

OF CREDITS AGAINST NET case Reduction of person-
(e) REDUCTION OF CREDITS AGAINST NET INCOME.-In the case of al credits for fractions

a return made for a fractional part of a year, except a return made otayear.
under subsection (a), on account of a change in the accounting
period, the personal exemption and credit for dependents shall be
reduced respectively to amounts which bear the same ratio to the
full credits provided as the number of months in the period for
which return is made bears to twelve months.

(f) CLOSING OF TAXABLE YEAR IN CASE OF JEOPARDY.-For closing Closing of taxable

of taxable year in case of jeopardy, see section 146. Pst, p. 217.
SEC. 48. DEFINITIONS. Definitions

When used in this title-
(a) TAXABLE YEAR.-" Taxable year" means the calendar year, or "Taxable year."

the fiscal year ending during such calendar year, upon the basis of
which the net income is computed under this Part. " Taxable year "
includes, in the case of a return made for a fractional part of a year
under the provisions of this title or under regulations prescribed by
the Commissioner with the approval of the Secretary, the period for
which such return is made. The first taxable year, to be called the calirtarxa yeb 2 y

taxable year 1932, shall be the calendar year 1932 or any fiscal year
ending during the calendar year 1932.
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INCOME TAX (b) FIscAL YEAR.-" Fiscal year " means an accounting period of
"Fiscalyear." twelve months ending on the last day of any month other than

December.
dPaid or incurred" (C) PAID, INCURRED, AccRUED.-The terms" paid or incurred " and

and "paid or ." paid or accrued " shall be construed according to the method of
accounting upon the basis of which the net income is computed under
this Part.

Returns and pay- Part V-Returns and Payment of Tax
Individual returns. SEC. 51. INDIVIDUAL RETURNS.
Sworn statement of (a) REQUIREMENT.-The following individuals shall each makegross income, deduc-

tions, and credits, under oath a return stating specifically the items of his gross income
and the deductions and credits allowed under this title-

Net income$1,000 r (1) Every individual having a net income for the taxable yearof $1,000 or over, if single, or if married and not living with
husband or wife;

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

Gross income $S,000 (3) Every individual having a gross income for the taxable yearor over. of $5,000 or over, regardless of the amount of his net income.
uvsbad and wife (b) HUSBANDND ND WIFE.-If a husband and wife living togetherliving together.

have an aggregate net income for the taxable year of $2,500 or over,
or an aggregate gross income for such year of $5,000 or over-eparate. (1) Each shall make such a return, or

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

ersons under dis- (c) PERSONS UNDER DISABILITY.-If the taxpayer is unable to make
By agent. his own return, the return shall be made by a duly authorized agent

or by the guardian or other person charged with the care of the
person or property of such taxpayer.

aPost, . 2(d) FDucIARIEs.-For returns to be made by fiduciaries, see
section 142.

Corporation returns. SEC. 52. CORPORATION RETURNS.
Requirement for (a) REQuIREMxENT.-Every corporation subject to taxation under

this title shall make a return, stating specifically the items of itsgross income and the deductions and credits allowed by this title.The return shall be sworn to by the president, vice president, or otherReceivers, trustees, principal officer and by the treasurer or assistant treasurer. In caseswhere receivers, trustees in bankruptcy, or assignees are operating the
property or business of corporations, such receivers, trustees, orassignees shall make returns for such corporations in the same man-Collectionoftax. ner and form as corporations are required to make returns. Any
tax due on the basis of such returns made by receivers, trustees, or
assignees shall be collected in the same manner as if collected fromthe corporations of whose business or property they have custody

Consolidatedreturns. and control.Post, p.213. (b) CONSOL DATED RE T uRNs.--For provision as to consolidated
returns of affiliated corporations, see section 141.

Time and place for SEC. 53. TIME AND PLACE FOR FILING RETURNS.filing returns.
(a) TIME FOR FIiNG.-

Time designated. (1) GENERAL RTi LE.-Returns made on the basis of the calendar
year shall be made on or before the 15th day of March following
the close of the calendar year. Returns made on the basis of afiscal year shall be made on or before the 15th day of the third
month following the close of the fiscal year.

appnicongrantedon (2) EXTENSION OF TME.--The Commissioner may grant a reason-
able extension of time for filing returns, under such rules and
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regulations as he shall prescribe with the approval of the Secre- INCOME TAX

tary. Except in the case of taxpayers who are abroad, no such Limit.
extension shall be for more than six months.
(b) To WHOM RETURN MADE.- To whom made.

(1) INDIvIDUALS.-Returns (other than corporation returns) By c indivduals, t o

shall be made to the collector for the district in which is located
the legal residence or principal place of business of the person
making the return, or, if he has no legal residence or principal
place of business in the United States, then to the collector at At Baltimore, Md.

Baltimore, Maryland. Corporations, to col-
(2) CoRPoRATIONs.-Returns of corporations shall be made to the lector of district where

collector of the district in which is located the principal place of principal offce located.

business or principal office or agency of the corporation, or, if it
has no principal place of business or principal office or agency
in the United States, then to the collector at Baltimore, Maryland. At Baltmored

Records and special
SEC. 54. RECORDS AND SPECIAL RETURNS. returns.

(a) BY TAXPAYER.-Every person liable to any tax imposed by payqu of tax-

this title or for the collection thereof, shall keep such records, render
under oath such statements, make such returns, and comply with such
rules and regulations, as the Commissioner, with the approval of
the Secretary, may from time to time prescribe. Statement to deter-

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

(c) INFORMATION AT THE SOURCE.-For requirement of statements soure ton  e

and returns by one person to assist in determining the tax liability Pot, pp. 218 219.

of another person, see sections 147 to 150.
SEC. 55. PUBLICITY OF RETURNS. Pu blicit y of returns.

Returns made under this title shall be open to inspection in the inevene Act of 1n26.

same manner, to the same extent, and subject to the same provisions Vol. 44, p. 51.

of law, including penalties, as returns made under Title II of the
Revenue Act of 1926.
SEC. 56. PAYMENT OF TAX. Payment of tax.

(a) TIME OF PAYMENT.-The total amount of tax imposed by this Time designated.

title shall be paid on the fifteenth day of March following the close
of the calendar year, or, if the return should be made on the basis
of a fiscal year, then on the fifteenth day of the third month following
the close of the fiscal year.

(b) INSTALLMENT PAYMENTS.-The taxpayer may elect to pay the stAolld in fr i

tax in four equal installments, in which case the first installment
shall be paid on the date prescribed for the payment of the tax by
the taxpayer, the second installment shall be paid on the fifteenth
day of the third month, the third installment on the fifteenth day of
the sixth month, and the fourth installment on the fifteenth day of defa amonut on
the ninth month, after such date. If any installment is not paid on
or before the date fixed for its payment, the whole amount of the tax
unpaid shall be paid upon notice and demand from the collector. tension allowed on

(c) EXTENSION OF TIME FOR PAYMENT.-At the request of the request.
taxpayer, the Commissioner may extend the time for payment of
the amount determined as the tax by the taxpayer, or any installment
thereof, for a period not to exceed six months from the date pre-
scribed for the payment of the tax or an installment thereof. In tioPment on expira-
such case the amount in respect of which the extension is granted
shall be paid on or before the date of the expiration of the period of
the extension.
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INCOME TAX (d) VOLUNTARY ADVANCE PAYMENT.-A tax imposed by this title,
Voluntary advance or any installment thereof, may be paid, at the election of the tax-

payment. payer, prior to the date prescribed for its payment.
Jeopardy payments. (e) ADVANCE PAYMENT IN CASE OF JEoPARDY.-For advance pay-

ment in case of jeopardy, see section 146.
Tax withheld at (f) TAX WITIHHEUn AT SouRCE.--For requirement of withholding

ost, pp. 215, 216. tax at the source in the case of nonresident aliens and foreign cor-
porations, and in the case of so-called " tax-free covenant bonds,"
see sections 143 and 144.

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

Receipts on request. (h) RECEITrs.-Every collector to whom any payment of any
income tax is made shall upon request give to the person making
such payment a full written or printed receipt, stating the amount
paid and the particular account for which such payment was made;
and whenever any debtor pays taxes on account of payments made
or to be made by him to separate creditors the collector shall, if
requested by such debtor, give a separate receipt for the tax paid
on account of each creditor in such form that the debtor can con-

Evidenceoftaxpaid. veniently produce such receipts separately to his several creditors
in satisfaction of their respective demands up to the amounts stated
in the receipts; and such receipt shall be sufficient evidence in favor
of such debtor to justify him in withholding from his next payment

Surrender to creditor to his creditor the amount therein stated; but the creditor may, upon
giving to his debtor a full written receipt acknowledging the pay-
ment to him of any sum actually paid and accepting the amount of
tax paid as aforesaid (specifying the same) as a further satisfaction
of the debt to that amount, require the surrender to him of such
collector's receipt.

Examination of
return and determna- SEC. 57. EXAMINATION OF RETURN AND DETERMINATION OF TAX.
tionfbade soon AS soon as practicable after the return is filed the Commissioner
as practicable. shall examine it and shall determine the correct amount of the tax.
peAaltiinso ta.and SEC. 58. ADDITIONS TO TAX AND PENALTIES.

Negligence, etc., (a) For additions to the tax in case of negligence or fraud in
the nonpayment of tax or failure to file return therefor, see Sup-

riminaplement M.
p. 27 pena ti.es' (b) }For criminal penalties for nonpayment of tax or failure to

file return therefor, see section 145.
oAdinistrative pro- SEC. 59. ADMINISTRATIVE PROCEEDINGS.ceedings.
Novepaymnents or For administrative proceedings in respect of the nonpayment or

erpaentsp. overpayment of a tax imposed by this title, see as follows:
Defiencies, p. . (a) Supplement L, relating to assessment and collection of

deficiencies.
Transferees - (b) Supplement M, relating to interest and additions to tax.

ciaries, p. 240. (i) Supplement N, relating to claims against transferees and
t242fiduciaries.

verpayentsp.242. (d) Supplement 0, relating to overpayments.
Miscellaneous pro-

viscllneous - Part VI-Miscellaneous Provisions
aws made pplica- SEC. 61. LAWS MADE APPLICABLE.

Administrative pro-*Aiions, etc., exendred All administrative, special, or stamp provisions of law, including
to

. the law relating to the assessment of taxes, so far as applicable, are
hereby extended to and made a part of this title.
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SEC. 62. RULES AND REGULATIONS. INCOME TAX

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

SEC. 63. TAXES IN LIEU OF TAXES UNDER 1928 ACT. Taes in lieu of 1928Act.
The taxes imposed by this title shall be in lieu of the correspond- Table.

ing taxes imposed by the sections of the Revenue Act of 1928 bearing
the same numbers.
SEC. 64. SHORT TITLE. Short title.

This title may be cited as the " Income Tax Act of 1932." "Income Tax Act of
SEC. 65. EFFECTIVE DATE OF TITLE. Effective date.

Exceptions.
This title shall take effect as of January 1, 1932, except that Pot, pp. 217, 219.

sections 145 and 150, and this section, shall take effect on the enact-
ment of this Act.

Supplemental pro-SUBTITLE C-SUPPLEMENTAL PROVISIONS vislmions. pr

Supplement A-Rates of Tax Rates of tax.

[Supplementary to Subtitle B, Part I]

SEC. 101. CAPITAL N'ET GAINS AND LOSSES. Capital net gains and

(a) TAX IN CASE OF CAPITAL NET GAIN.-In the case of any tax- Computation of tax
payer, other than a corporation, who for any taxable year derives a
capital net gain (as hereinafter defined in this section), there shall,
at the election of the taxpayer, be levied, collected, and paid, in lieu
of all other taxes imposed by this title, a tax determined as follows:
A partial tax shall first be computed upon the basis of the ordinary
net income at the rates and in the manner as if this section had not
been enacted and the total tax shall be this amount plus 121/2 per
centum of the capital net gain.

(b) TAX IN CASE OF CAPITAL NET Loss.-In the case of any tax- net loss.
payer, other than a corporation, who for any taxable year sustains
a capital net loss (as hereinafter defined in this section), there shall
be levied, collected, and paid, in lieu of all other taxes imposed by
this title, a tax determined as follows: a partial tax shall first be
computed upon the basis of the ordinary net income at the rates
and in the manner as if this section had not been enacted, and the
total tax shall be this amount minus 121/2 per centum of the capital
net loss; but in no case shall the tax of a taxpayer who has sustained
a capital net loss be less than the tax computed without regard to
the provisions of this section.

(c) DEFINITIONS.-For the purposes of this title- Meaning oterms.
(1) "Capital gain" means taxable gain from the sale or "Capitagain"

exchange of capital assets consummated after December 31, 1921.
(2) "Capital loss" means deductible loss resulting from the "apitallos"

sale or exchange of capital assets.
(3) " Capital deductions " means such deductions as are allowed tion. u

by section 23 for the purpose of computing net income, and are Ante, p. 179.
properly allocable to or chargeable against capital assets sold or-
exchanged during the taxable year. "Ordinar ddu

(4) "Ordinary deductions' means the deductions allowed by tions.a euc

section 23 other than capital losses and capital deductions.
(5) "Capital net gain" means the excess of the total amount apitanet ain.

of capital gain over the sum of (A) the capital deductions and
capital losses, plus (B) the amount, if any, by which the ordinary
deductions exceed the gross income computed without including
capital gains.
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INCOME TAX (6) "Capital net loss" means the excess of the sum of the
"Capital net loss." capital losses plus the capital deductions over the total amount of

"O y nt capital gain.
come."a in (7) "Ordinary net income" means the net income, computed

in accordance with the provisions of this title, after excluding all
items of capital gain, capital loss, and capital deductions.

"Capital assets." (8) " Capital assets" means property held by the taxpayer for
more than two years (whether or not connected with his trade or

Peroperty not includ- business), but does not include stock in trade of the taxpayer orother property of a kind which would properly be included in the
inventory of the taxpayer if on hand at the close of the taxable
year, or property held by the taxpayer primarily for sale in the
course of his trade or business. For the purposes of this
definition-

Panreratyreeived on (A) In determining the period for which the taxpayer has
held property received on an exchange there shall be included
the period for which he held the property exchanged, if under
the provisions of section 113, the property received has, forPost, p. 19. the purpose of determining gain or loss from a sale or exchange,
the same basis in whole or in part in his hands as the property
exchanged.

hPro of property (B) In determining the period for which the taxpayer has
held property however acquired there shall be included the

Postp. 98. period for which such property was held by any other person,
if under the provisions of section 113, such property has, for the
purpose of determining gain or loss from a sale or exchange,
the same basis in whole or in part in his hands as it would have
in the hands of such other person.

OnT, distrlebution d (C) In determining the period for which the taxpayer hasheld stock or securities received upon a distribution where nogain is recognized to the distributee under the provisions of
Vol., p. 197. section 112 (g) of this Act or the Revenue Act of 1928, thereshall be included the period for which he held the stock or

securities in the distributing corporation prior to the receiptof the stock or securities upon such distribution.
tockhasbutenghedod (D) In determining the period for which the taxpayer has

held stock or securities the acquisition of which (or the contract
or option to acquire which) resulted in the nondeductibility

Pol., . 2 .d . (un(uer section 118 of this Act or the Revenue Act of 1928, relat-ing to wash sales) of the loss from the sale or other disposition
of substantially identical stock or securities, there shall beincluded the period for which he held the stock or securities the
loss from the sale or other disposition of which was notdeductible,

oection and pay- (d) COLLECTION AND PAYMENT OF TAX.-The total tax determinedunder subsection (a) or (b) shall be collected and paid in the samemanner, at the same time, and subject to the same provisions of law,including penalties, as other taxes under this title.
Sale o mines and oSEC. 102. SALE OF MINES AND OIL OR GAS WELLS.
Tax on selng price. (a) In the case of a bona fide sale of mines, oil or gas wells, or

any interest therein, where the principal value of the property hasbeen demonstrated by prospecting or exploration and discoverywork done by the taxpayer, the portion of the tax imposed by sec-ion 12 of this title attributable to such sale shall not exceed 16 percenturn of the selling price of such property or interest.
mitation, p. 191. (b) For limitation to 121/ per centum rate of tax, see section 101.
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SEC. 103. EXEMPTIONS FROM TAX ON CORPORATIONS. INCOME TAX

The following organizations shall be exempt from taxation under Exemptions from tax

this title- on corporations.

(1) Labor, agricultural, or horticultural organizations; Labor, agricultural,

(2) Mutual savings banks not having a capital stock repre- Mutual savings

sented by shares; banks.

(3) Fraternal beneficiary societies, orders, or associations, (A) Fraternal beneciary

operating under the lodge system or for the exclusive benefit of
the members of a fraternity itself operating under the lodge sys-
tem; and (B) providing for the payment of l'fe, sick, accident,
or other benefits to the members of such society, order, or asso-
ciation or their dependents;

(4) Domestic building and loan associations substantially all anDoantassocbiationg;

the business of which is confined to making loans to members; and cooperative banks.

cooperative banks without capital stock organized and operated
for mutual purposes and without profit;

(5) Cemetery companies owned and operated exclusively for Mutual cemetery

the benefit of their members or which are not operated for profit;
and any corporation chartered solely for burial purposes as a cem-
etery corporation and not permitted by its charter to engage in
any business not necessarily incident to that purpose, no part of
the net earnings of which inures to the benefit of any private
shareholder or individual;

(6) Corporations, and any community chest, fund, or founda- Corporations, cm-
tion, organized and operated exclusively for religious, charitable, religious, etc., pur-
scientific, literary, or educational purposes, or for the prevention pose s

of cruelty to children or animals, no part of the net earnings of
which inures to the benefit of any private shareholder or
individual;

(7) Business leagues, chambers of commerce, real-estate boards, Businessleagues,etc.
or boards of trade, not organized for profit and no part of the
net earnings of which inures to the benefit of any private share-
holder or individual;c l

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

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

(10) Benevolent life insurance associations of a purely local mutual ditch, etc.,

character, mutual ditch or irrigation companies, mutual or companies.
cooperative telephone companies, or like organizations; but only
if 85 per centum or more of the income consists of amounts col-
lected from members for the sole purpose of meeting losses and
expenses; Farmers' mutual

(11) Farmers' or other mutual hail, cyclone, casualty, or fire casualty insurance
insurance companies or associations (including interinsurers and companies.

reciprocal underwriters) the income of which is used or held for
the purpose of paying losses or expenses; Farmers' cooperative

(12) Farmers', fruit growers', or like associations organized and associations.
operated on a cooperative basis (a) for the purpose of marketing products.

the products of members or other producers, and turning back to
them the proceeds of sales, less the necessary marketing expenses,
on the basis of either the quantity or the value of the products Purchasing supplies

furnished by them, or (b) for the purpose of purchasing supplies and equipment for

and equipment for the use of members or other persons, and turn- members.

3051°-33--13
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Vol. 39, p. 360.
U. S. C., p. 298.
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ing over such supplies and equipment to them at actual cost, plus
necessary expenses. Exemption shall not be denied any such asso-
ciation because it has capital stock, if the dividend rate of such
stock is fixed at not to exceed the legal rate of interest in the State
of incorporation or 8 per centum per annum, whichever is greater,
on the value of the consideration for which the stock was issued,
and if substantially all such stock (other than nonvoting preferred
stock, the owners of which are not entitled or permitted to par-
ticipate, directly or indirectly, in the profits of the association,
upon dissolution or otherwise, beyond the fixed dividends) is
owned by producers who market their products or purchase their
supplies and equipment through the association; nor shall
exemption be denied any such association because there is accumu-
lated and maintained by it a reserve required by State law or a
reasonable reserve for any necessary purpose. Such an associa-
tion may market the products of nonmembers in an amount the
value of which does not exceed the value of the products marketed
for members, and may purchase supplies and equipment for non-
members in an amount the value of which does not exceed the
value of the supplies and equipment purchased for members, pro-
vided the value of the purchases made for persons who are neither
members nor producers does not exceed 15 per centum of the value
of all its purchases;

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

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

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

(16) Voluntary employees' beneficiary associations providingfor the payment of life, sick, accident, or other benefits to the
members of such association or their dependents, if (A) no part
of their net earnings inures (other than through such payments)
to the benefit of any private shareholder or individual, and (B)
85 per centum or more of the income consists of amounts collected
from members for the sole purpose of making such payments and
meeting expenses;

(17) Teachers' retirement fund associations of a purely local
character, if (A) no part of their net earnings inures (other than
through payment of retirement benefits) to the benefit of any
private shareholder or individual, and (B) the income consists
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solely of amounts received from public taxation, amounts received INCOE TAX

from assessments upon the teaching salaries of members, and
income in respect of investments.

SEC. 104. ACCUMULATION OF SURPLUS TO EVADE SURTAXES. Accumulation of sur-
plus to evade surtaxes.

(a) If any corporation, however created or organized, is formed or Corporations amass-

availed of for the purpose of preventing the imposition of the surtax surtax to members.
upon its shareholders through the medium of permitting its gains
and profits to accumulate instead of being divided or distributed,
there shall be levied, collected, and paid for each taxable year upon
the net income of such corporation a tax equal to 50 per centum Additional tax to
of the amount thereof, which shall be in addition to the tax imposed CASte,t p.l7t7ax.

by section 13 and shall be computed, collected, and paid upon the
same basis and in the same manner and subject to the same provisions
of law, including penalties, as that tax.

(b) The fact that any corporation is a mere holding or investment Evidenceiof a p ilr-
company, or that the gains or profits are permitted to accumulate
beyond the reasonable needs of the business, shall be prima facie
evidence of a purpose to escape the surtax.

(c) As used in this section the term " net income" means the net finet income" de
income as defined in section 21, increased by the sum of the amount
of the dividend deduction allowed under section 23(p) and the Atepp.178,182.
amount of the interest on obligations of the United States issued
after September 1, 1917, which would be subject to tax in whole
or in part in the hands of an individual owner.

(d) The tax imposed by this section shall not apply if all the Additional tax notapplicable if distribu-
shareholders of the corporation include (at the time of filing their tive share included in

.. . . income of shareholders.
returns) in their gross income their entire distributive shares,
whether distributed or not, of the net income of the corporation for
such year. Any amount so included in the gross income of a share-
holder shall be treated as a dividend received. Any subsequent dis- tionbsequent distrbu.
tribution made by the corporation out of the earnings or profits for
such taxable year shall, if distributed to any shareholder who has
so included in his gross income his distributive share, be exempt
from tax in the amount of the share so included.
SEC. 105. TAXABLE PERIOD EMBRACING YEARS WITH DIFFERENT bracgyeersith od -

LAWS. lerent laws.

If it is necessary to compute the tax for a period beginning in one
calendar year (hereinafter in this section called "first calendar
year") and ending in the following calendar year (hereinafter in
this section called " second calendar year ") and the law applicable to
the second calendar year is different from the law applicable to
the first calendar year, then the tax under this title for the period
ending during the second calendar year shall be in the sum of: (1)
the same proportion of a tax for the entire period, determined under
the law applicable to the first calendar year and at the rates for such
year, which the portion of such period falling within the first calen-
dar year is of the entire period; and (2) the same proportion of a
tax for the entire period, determined under the law applicable to the
second calendar year and at the rates for such year, which the por-
tion of such period falling within the second calendar year is of the
entire period.

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

Computation of tax
for period in one calen-
dar year and ending in
the following.

Computation of net
income.

SEC. 111. DETERMINATION OF AMOUNT OF GAIN OR LOSS. Gainorloss.

(a) COMPUTATION OF GAIN OR Loss.-Except as hereinafter pro- ing,as fo dtipoa or

vided in this section, the gain from the sale or other disposition of property.
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INCOME TAX property shall be the excess of the amount realized therefrom over
Adjusted basis the adjusted basis provided in section 113(b), and the loss shall be
Pot, p. 201. the excess of such basis over the amount realized.

from disposition of (b) AMOUNT REALIZED.-The amount realized from the sale or
property. other disposition of property shall be the sum of any money

received plus the fair market value of the property (other than
money) received.

Recognition of gai (C) RECOGNITION OF GAIN OR Loss.-In the case of a sale oror loss on sale or ex-
change, exchange, the extent to which the gain or loss determined under this

section shall be recognized for the purposes of this title, shall be
nstallment sales determined under the provisions of section 112.

taxable. (d) INSTALLMENT SALES.-Nothing in this section shall be con-
strued to prevent (in the case of property sold under contract provid-
ing for payment in installments) the taxation of that portion of any
installment payment representing gain or profit in the year in which
such payment is received.

saleson exchangs.f SEC. 112. RECOGNITION OF GAIN OR LOSS.
nite amount rec (a) GENERAL RunE.-Upon the sale or exchange of property the
Exceptions entire amount of the gain or loss, determined under section 111,
Exetions. shall be recognized, except as hereinafter provided in this section.No gain or loss on ex- (b)i ]~X©I-Iq SE IR KI/qD.--chain fr sia EXCHANGES SOLELY IN KIND.-

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

Simlar stock insame (2) STOcK FOR STOCK OF SAME CORPORATION.-No gain or losscorporation. shall be recognized if common stock in a corporation is exchanged
solely for common stock in the same corporation, or if preferred
stock in a corporation is exchanged solely for preferred stock inthe same corporation.

Substituted stoc on (3) STOCK FOR STOCK ON REORANIZATN.-No gain or loss shallrcorganization. be recognized if stock or securities in a corporation a party to a
reorganization are, in pursuance of the plan of reorganization,
exchanged solely for stock or securities in such corporation or inanother corporation a party to the reorganization.

Property for stoe of (4) SAME-GAIN OF CORPOBATION.-No gain or loss shall be rec-party to rerganz ognized if a corporation a party to a reorganization exchanges
property, in pursuance of the plan of reorganization, solely forstock or securities in another corporation a party to the reorgani-zation.

Transfers for stock of (5) TRANER TO CORPORATION CONTROLLED BY TRANSFEROR.-Nocorpornt io n under same
control, ga nor rloss shall be recognized if property is transferred to acorporation by one or more persons solely in exchange for stockor securities in such corporation, and immediately after the

exchange such person or persons are in control of the corporation;Limitation. but in the case of an exchange by two or more persons this para-
graph shall apply only if the amount of the stock and securitiesreceived by each is substantially in proportion to his interest inthe property prior to the exchange.

Gain fro exdchanges (C ) GAIN FROM EXCHANGES NOT SOLELY IN KIEND.-
Receipts additional (1) If an exchange would be within the provisions of subsection

recogaz. (b) (1), (2), (3), or (5) of this section if it were not for the
fact that the property received in exchange consists not only of
property permitted by such paragraph to be received without the
recognition of gain, but also of other property or money, then
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the gain, if any, to the recipient shall be recognized, but in an INCOME TAX

amount not in excess of the sum of such money and the fair
market value of such other property.

(2) If a distribution made in pursuance of a plan of reorgani- Reorganiztion s dis-
tribution construed as

zation is within the provisions of paragraph (1) of this subsection ataxabledividend.
but has the effect of the distribution of a taxable dividend, then
there shall be taxed as a dividend to each distributee such an
amount of the gain recognized under paragraph (1) as is not in
excess of his ratable share of the undistributed earnings and profits Feuulation after
of the corporation accumulated after February 28, 1913. The Tax on gain from

remainder, if any, of the gain recognized under paragraph (1) propertyexchange.
shall be taxed as a gain from the exchange of property.
(d) SAME-GAIN OF CORPORATION.-If an exchange would be prperty and other

within the provisions of subsection (b) (4) of this section if it were stockreceived.

not for the fact that the property received in exchange consists not
only of stock or securities permitted by such paragraph to be
received without the recognition of gain, but also of other property
or money, then-

(1) If the corporation receiving such other property or money No gain fdistributed

distributes it in pursuance of the plan of reorganization, no gain reoraniation.

to the corporation shall be recognized from the exchange, but
(2) If the corporation receiving such other property or money Gainrecognized.

does not distribute it in pursuance of the plan of reorganization,
the gain, if any, to the corporation shall be recognized, but in an
amount not in excess of the sum of such money and the fair Limitation.
market value of such other property so received, which is not so
distributed.
(e) Loss FROM EXCHANGES NOT SOLELY IN KIND.-If an exchange No loss if property

would be within the provisions of subsection (b) (1) to (5), inclu- that on which gain or

sive, of this section if it were not for the fact that the property lossrecognized.

received in exchange consists not only of property permitted by
such paragraph to be received without the recognition of gain or
loss, but also of other property or money, then no loss from the
exchange shall be recognized.

(f) INVOLUNTARY CONVERSIONS.-If property (as a result of its Involuntary conver-
destruction in whole or in part, theft or seizure, or an exercise of No gain orloss, ifin.voluntarily converted
the power of requisition or condemnation, or the threat or imminence into similar property,
thereof) is compulsorily or involuntarily converted into property etc.
similar or related in service or use to the property so converted, or
into money which is forthwith in good faith, under regulations pre-
scribed by the Commissioner with the approval of the Secretary,
expended in the acquisition of other property similar or related in
service or use to the property so converted or in the acquisition of
control of a corporation owning such other property, or in the
establishment of a replacement fund, no gain or loss shall be recog- Gain recognized on
nized. If any part of the money is not so expended, the gain, if any, partnotused.
shall be recognized, but in an amount not in excess of the money
which is not so expended.

(g) DISTRIBUTION OF STOCK ON REORGANIZATION.-If there is dis- Sreorkanizatutn and
tributed, in pursuance of a plan of reorganization, to a shareholder holdings not surren-
in a corporation a party to the reorganization, stock or securities ed.
in such corporation or in another corporation a party to the reor-
ganization, without the surrender by such shareholder of stock or
securities in such a corporation, no gain to the distributee from the No gain to distrib-utee from receipt rec-
receipt of such stock or securities shall be recognized. ognized.

r Stock distributed on
(h) SAME--EFFECT ON FUTURE DISTRIBUTIONS.-The distribution, reorganization not con.

in pursuance of a plan of reorganization, by or on behalf of a struedasearnings etc
corporation a party to the reorganization, of its stock or securities or
stock or securities in a corporation a party to the reorganization, if
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INCOME TAX no gain to the distributee from the receipt of such stock or secu-
rities was recognized by law, shall not be considered a distribution

Po, p.203. of earnings or profits within the meaning of section 115(b) for
the purpose of determining the taxability of subsequent distributions
by the corporation.

Reorganization. (i) DEFINITION OF REORGANIZATION.-As used in this section and
sections 113 and 115-

Acts constituting. (1) The term "reorganization" means (A) a merger or con-
solidation (including the acquisition by one corporation of at
least a majority of the voting stock and at least a majority of the
total number of shares of all other classes of stock of another
corporation, or substantially all the properties of another corpo-

aer. ration), or (B) a transfer by a corporation of all or a part of its
assets to another corporation if immediately after the transfer the
transferor or its stockholders or both are in control of the corpo-
ration to which the assets are transferred, or (C) a recapitalization,
or (D) a mere change in identity, form, or place of organization,
however effected.

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

owntitut o ntrol." (j) DEFINITION OF CNTROL.-As used in this section the term
"control" means the ownership of at least 80 per centum of the
voting stock and at least 80 per centum of the total number of
shares of all other classes of stock of the corporation.

Not recognized if (k) FOREmGN CORPORATIONS.-In determining the extent to which
poae income ede gain shall be recognized in the case of any of the exchanges or dis-

tributions (made after the date of the enactment of this Act)
described in subsection (b) (3), (4), or (5) or described in so much
of subsection (c) as refers to subsection (b) (3) or (5), or described
in subsection (d) or (g), a foreign corporation shall not be con-
sidered as a corporation unless, prior to such exchange or distribu-
tion, it has been established to the satisfaction of the Commissioner
that such exchange or distribution is not in pursuance of a plan
having as one of its principal purposes the avoidance of Federal
income taxes.

Basis for determining
gain or loss.

Cost value; excep-
tions.

Inventory value.

Gifts after December
31, 1920.

Determination.

Fair market value.

SEC. 113. ADJUSTED BASIS FOR DETERMINING GAIN OR LOSS.
(a) BASIs (UNAD.TtISTED) Or PROPERTY.-The1 basis of property

shall be the cost of such property; except that-
(1) INVENTORY VALUE.-If the property should have been

included in the last inventory, the basis shall be the last inventory
value thereof.

(2) GIFTS AFTER DECEMBER 31, 1920.-If the property was
acquired by gift after December 31, 1920, the basis shall be the
same as it would be in the hands of the donor or the last preceding
owner by whom it was not acquired by gift. If the facts necessary
to determine such basis are unknown to the donee, the Commis-
sioner shall, if possible, obtain such facts from such donor or last
preceding owner, or any other person cognizant thereof. If the
Commissioner finds it impossible to obtain such facts, the basis
shall be the fair market value of such property as found by the
Commissioner as of the date or approximate date at which,
according to the best information that the Commissioner is able
to obtain, such property was acquired by such donor or last preced-
ing owner.

198
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(3) TRANSFER IN TRUST AFTER DECEMBER 31, 1920.-If the prop- INCOME TAX

erty was acquired after December 31, 1920, by a transfer in trust Trust property ac-
(other than by a transfer in trust by a bequest or devise) the basis 31i

1d 0 after December

shall be the same as it would be in the hands of the grantor, Asinhandsofgrant-
increased in the amount of gain or decreased in the amount of loss or'

recognized to the grantor upon such transfer under the law
applicable to the year in which the transfer was made.

(4) GIFT OR TRANSFER IN TRUST BEFORE JANUARY 1, 1921.-If the Gift or transfer in
trust before January 1,

property was acquired by gift or transfer in trust on or before 1921.
December 31, 1920, the basis shall be the fair market value of such Fair market value.
property at the time of such acquisition. The provisions of this
paragraph shall apply to the acquisition of such property interests Under power of ap-pointment.
as are specified in section 402(e) of the Revenue Act of 1921, or in ol. 42, p. 279; Vol.
section 302(f) of the Revenue Act of 1924 or the Revenue Act of 43

p 
305;Vol 44,p. 71

1926 (relating to property passing under power of appointment)
regardless of the time of acquisition.

(5) PROPERTY TRANSMITTED AT DEATH.-If personal property Property transmit.

was acquired by specific bequest, or if real property was acquired tebyquestset

by general or specific devise or by intestacy, the basis shall be the
fair market value of the property at the time of the death of the
decedent. If the property was acquired by the decedent's estate
from the decedent, the basis in the hands of the estate shall be the
fair market value of the property at the time of the death of the
decedent. In all other cases if the property was acquired either
by will or by intestacy, the basis shall be the fair market value of
the property at the time of the distribution to the taxpayer. In Transfer in trust

the case of property transferred in trust to pay the income for life with right to revoke.
to or upon the order or direction of the grantor, with the right
reserved to the grantor at all times prior to his death to revoke the
trust, the basis of such property in the hands of the persons entitled
under the terms of the trust instrument to the property after the
grantor's death shall, after such death, be the same as if the trust
instrument had been a will executed on the day of the grantor's
death.

(6) TAX-FREE EXCHANGES GENERALLY.-If the property was cha red on ex

acquired upon an exchange described in section 112(b) to (e), Ante,p.196.
inclusive, the basis shall be the same as in the case of the property
exchanged, decreased in the amount of any money received by
the taxpayer and increased in the amount of gain or decreased in
the amount of loss to the taxpayer that was recognized upon such
exchange under the law applicable to the year in which the
exchange was made. If the property so acquired consisted in part Partly on echnge
of the type of property permitted by section 112(b) to be received property.
without the recognition of gain or loss, and in part of other
property, the basis provided in this paragraph shall be allocated
between the properties (other than money) received, and for the
purpose of the allocation there shall be assigned to such other
property an amount equivalent to its fair market value at the date
of the exchange. This paragraph shall not apply to property sideratonSeceptaedn-
acquired by a corporation by the issuance of its stock or securities
as the consideration in whole or in part for the transfer of the
property to it. property to it. Transfers to corpo-

(7) TRANSFERS TO CORPORATION WHERE CONTROL OF PROPERTY rationwhere control of
REMAINS IN SAME PERSONS.-If the property was acquired after property remains in

. same persons.
December 31, 1917, by a corporation in connection with a reorgani- By a corporation

zation, and immediately after the transfer an interest or control after 917.

in such property of 50 per centum or more remained in the same
persons or any of them, then the basis shall be the same as it would
be in the hands of the transferor, increased in the amount of gain
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or decreased in the amount of loss recognized to the transferorupon such transfer under the law applicable to the year in whichthe transfer was made. This paragraph shall not apply if theproperty acquired consists of stock or securities in a corporation
a party to the reorganization, unless acquired by the issuance ofstock or securities of the transferee as the consideration in whole
or in part for the transfer.

(8) PROPERTY ACQUIRED BY ISSUANCE OF STOCK OR AS PAID-IN SUR-PLUS.-If the property was acquired after December 31, 1920, by
a corporation-

(A) by the issuance of its stock or securities in connection
with a transaction described in section 112(b)(5) (including,also, cases where part of the consideration for the transfer ofsuch property to the corporation was property or money, inaddition to such stock or securities), or
(B) as paid-in surplus or as a contribution to capital,then the basis shall be the same as it would be in the hands ofthe transferor, increased in the amount of gain or decreased inthe amount of loss recognized to the transferor upon such transferunder the law applicable to the year in which the transfer wasmade.
(9) TAx-EREE DISTRIBUTIONS.-If the property consists of stockor securities distributed after December 31, 1923, to a taxpayer inconnection with a transaction described in section 112(g), the basisin the case of the stock in respect of which the distribution wasmade shall be apportioned, under rules and regulations prescribedby the Commissioner with the approval of the Secretary, betweensuch stock and the stock or securities distributed.
(10) INVOLUNTARY CONVERSION.-If the property was acquiredas the result of a compulsory or involuntary conversion describedin section 112(f), the basis shall be the same as in the case of theproperty so converted, decreased in the amount of any moneyreceived by the taxpayer which was not expended in accordancewith the provisions of law (applicable to the year in which suchconversion was made) determining the taxable status of the gainor loss upon such conversion, and increased in the amount of gainor decreased in the amnount of loss to the taxpayer recognized uponsuch conversion under the law applicable to the year in whichsuch conversion was made.
(11) WASIr SAIzES aO SToc'K.-If the property consists of stock orsecurities the acquisition of which (or the contract or option toacquire which) resulted in the nondeductibility (under section 118of this Act or corresponding provisions of prior income tax laws,relating to wash sales) of the loss from the sale or other dispositionof substantially identical stock or securities, then the basis shallbe the basis of the stock or securities so sold or disposed of,increased or decreased, as the case may be, by the difference, if any,between the price at which the property was acquired and the priceat which such substantially identical stock or securities were soldor otherwise disposed of.
(12) PROPERTY ACQUIRED TDRING AFpILIATIO .n the case of

property acquired by a corporation, during a period of affiliation,Trom a corporation with which it was affiliated, the basis of suchproperty, after such period of affiliation, shall be determined, inaccordance with regulations prescribed by the Commissioner withthe approval of the Secretary, without regard to inter-companytransactions in respect of which gain or loss was not recognized.For the purposes of this paragraph, the term ' period of aflilia-
tion " means the period during which such corporations were affli-
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ated (determined in accordance with the law applicable thereto) INCOME TAX
but does not include any taxable year beginning on or after Janu-
ary 1, 1922, unless a consolidated return was made, nor any taxable
year after the taxable year 1928. The basis in case of property B a sis in subsequent

acquired by a corporation during any period, in the taxable year
1929 or any subsequent taxable year, in respect of which a con- Post, p.213

solidated return is made by such corporation under section 141 of
this Act or the Revenue Act of 1928, shall be determined in accord-
ance with regulations prescribed under section 141 (b) of this Act
or the Revenue Act of 1928. The basis in the case of property held
by a corporation during any period, in the taxable year 1929 or
any subsequent taxable year, in respect of which a consolidated
return is made by such corporation under section 141 of this Act
or the Revenue Act of 1928, shall be adjusted in respect of any
items relating to such period, in accordance with regulations pre-
scribed under section 141 (b) of this Act or the Revenue Act of
1928, applicable to such period.

(13) PROPERTY ACQUIRED BEFORE MARCH 1 1 913.--In the case of Property acquired

property acquired before March 1, 1913, if the basis otherwise
determined under this subsection, adjusted as provided in subsec-
tion (b), is less than the fair market value of the property as of
March 1, 1913, then the basis shall be such fair market value. In r market value o

determining the fair market value of stock in a corporation as of
March 1, 1913, due regard shall be given to the fair market value
of the assets of the corporation as of that date.
(b) ADJUSTED BASIS.-The adjusted basis for determining the dejterte bmain ordetermining gain or

gain or loss from the sale or other disposition of property, whenever loss.
acquired, shall be the basis determined under subsection (a), adjusted
as hereinafter provided.

(1) GENERAL RuLE.-Proper adjustment in respect of the prop- Generalrule.
Adjustment to capi.

erty shall in all cases be made- tal account.

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

(B) in respect of any period since February 28, 1913, for Depletion, etc., isno
exhaustion, wear and tear, obsolescence, amortization, and deple-
tion, to the extent allowed (but not less than the amount
allowable) under this Act or prior income tax laws. Where Maximum allowance
for any taxable year prior to the taxable year 1932 the depletion
allowance was based on discovery value or a percentage of Based on discovery

value or percentage or
income, then the adjustment for depletion for such year shall be income.
based on the depletion which would have been allowable for
such year if computed without reference to discovery value or
a percentage of income;

(C) in respect of any period prior to March 1, 1913, for MArc ieri pr9
exhaustion, wear and tear, obsolescence, amortization, and
depletion, to the extent sustained;

(D) in the case of stock (to the extent not provided for in fsireducedbyta
the foregoing subparagraphs) for the amount of distributions dtb

previously made which, under the law applicable to the year in
which the distribution was made, either were tax-free or were
applicable in reduction of basis (not including distributions
made by a corporation, which was classified as a personal service
corporation under the provisions of the Revenue Act of 1918
or 1921, out of its earnings or profits which were taxable in
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accordance with the provisions of section 218 of the Revenue
Act of 1918 or 1921).
(2) SUBSTITUTED BASIS.-The term " substituted basis " as used

in this subsection means a basis determined under any provision
of subsection (a) of this section or under any corresponding
provision of a prior income tax law, providing that the basis
shall be determined-

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

(B) by reference to other property held at any time by the
person for whom the basis is to be determined.

Whenever it appears that the basis of property in the hands of
the taxpayer is a substituted basis, then the adjustments provided
in paragraph (1) of this subsection shall be made after first
making in respect of such substituted basis proper adjustments
of a similar nature in respect of the period during which the
property was held by the transferor, donor, or grantor, or during
which the other property was held by the person for whom the
basis is to be determined. A similar rule shall be applied in the
case of a series of substituted bases.

SEC. 114. BASIS FOR DEPRECIATION AND DEPLETION.
(a) BASIS FOR DEPEECIATION.-The basis upon which exhaustion,

wear and tear, and obsolescence are to be allowed in respect of any
property shall be the adjusted basis provided in section 113(b) for
the purpose of determining the gain or loss upon the sale or other
disposition of such property.

(b) BASIS FOR DEPLETION.-
(1) GENERAL RULE.-The basis upon which depletion is to be

allowed in respect of any property shall be the adjusted basis
provided in section 113(b) for the purpose of determining the
gain or loss upon the sale or other disposition of such property,
except as provided in paragraphs (2), (3), and (4) of this
subsection.

(2) DISCOvERY VALUE IN CASE OF MINES.-In the case of mines
(other than metal, coal or sulphur mines) discovered by the tax-
payer after February 28, 1913, the basis for depletion shall be the
fair market value of the property at the date of discovery orwithin thirty days thereafter, if such mines were not acquired as
the result of purchase of a proven tract or lease, and if the fair
market value of the property is materially disproportionate to
the cost. The depletion allowance based on discovery value pro-
vided in this paragraph shall not exceed 50 per centum of the netincome of the taxpayer (computed without allowance for deple-
tion) from the property upon which the discovery was made,
except that in no case shall the depletion allowance be less thanit would be if computed without reference to discovery value.
Discoveries shall include minerals in commercial quantities con-
tained within a vein or deposit discovered in an existing mine or
mining tract by the taxpayer after February 28, 1913, if the vein
or deposit thus discovered was not merely the uninterrupted
extension of a continuing commercial vein or deposit already
known to exist, and if the discovered minerals are of sufficient
value and quantity that they could be separately mined and
marketed at a profit.

(3) PERCENTAGE DEPLETION FOR OIL AND GAS WELLS.-In the case
of oil and gas wells the allowance for depletion shall be 271/2 per
centum of the gross income from the property during the taxable
year, excluding from such gross income an amount equal to any
rents or royalties paid or incurred by the taxpayer in respect of
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the property. Such allowance shall not exceed 50 per centum of INCOME TAX

the net income of the taxpayer (computed without allowance for
depletion) from the property, except that in no case shall the Limitation.
depletion allowance be less than it would be if computed without
reference to this paragraph.

(4) PERCENTAGE DEPLETION FOR COAL AND METAL MINES AND Percentage depletion
sILPHURR.-The allowance for depletion shall be, in the case of minesandsulphur.
coal mines, 5 per centum, in the case of metal mines, 15 per centum,
and, in the case of sulphur mines or deposits, 23 per centum, of the
gross income from the property during the taxable year, excluding
from such gross income an amount equal to any rents or royalties
paid or incurred by the taxpayer in respect of the property. Such Mnm.
allowance shall not exceed 50 per centum of the net income of the
taxpayer (computed without allowance for depletion) from the Exception.
property, except that in no case shall the depletion allowance for
the taxable year 1932 or 1933 be less than it would be if computed
without reference to this paragraph. A taxpayer making return Optional return for
for the taxable year 1933 shall state in such return, as to each 19

33.
property (or, if he first makes return in respect of a property for
any taxable year after the taxable year 1933, then in such first
return), whether he elects to have the depletion allowance for
such property for succeeding taxable years computed with or
without reference to percentage depletion. The depletion allow-
ance in respect of such property for all succeeding taxable years
shall be computed according to the election thus made. If the If taxpayer makes no
taxpayer fails to make such statement in the return, the depletion
allowance for such property for succeeding taxable years shall be
computed without reference to percentage depletion. During the
period for which property acquired after December 31, 1933, is
held by the taxpayer-

(A) if the basis of the property in the hands of the taxpayer Basis of property
is, under section 113(a), determined by reference to the basis determined by refer-
in the hands of the transferor, donor, or grantor, then the deple- nafe to pror perty in

tion allowance in respect of the property shall be computed with Ante, p. 198.
or without reference to percentage depletion, according to the
method of computation which would have been applicable if the
transferor, donor, or grantor had continued to hold the prop-
erty, or

(B) if the basis of the property is, under section 113(a), de- reviouslyheldprop-
termined by reference to the basis of other property previously Method of comput-

held by the taxpayer, then the depletion allowance in respect ingd epletion.
of the property shall be computed with or without reference to
percentage depletion, according to the method of computation
which would have been applicable in respect of the property
previously held if the taxpayer had continued to hold such
property.

SEC. 115. DISTRIBUTIONS BY CORPORATIONS. Distnbutionsbycor-porations.
(a) DEFINITION OF DIVIDEND.-The term "dividend" when used "Dividend," defined.

in this title (except in section 203 (a) (4) and section 208(c) (1), Eainpgs, etc., after
relating to insurance companies) means any distribution made by a Februey ,ivien 193,deemed dividends.
corporation to its shareholders, whether in money or in other prop- Insurance reserves
erty, out of its earnings or profits accumulated after February 28, excepted.
1913.

(b) SOURCE OF DISTRIBUTIONS.-For the purposes of this Act every Sources
distribution is made out of earnings or profits to the extent thereof,
and from the most recently accumulated earnings or profits. Any Accumulations, etc.,
earnings or profits accumulated, or increase in value of property tbex MS h 1, 1913,
accrued, before March 1, 1913, may be distributed exempt from tax,
after the earnings and profits accumulated after February 28, 1913,
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INCOME TAX have been distributed, but any such tax-free distribution shall be
Conditions. applied against and reduce the basis of the stock provided in section

113.
Distributions in liq- (c) DISTRIBUTIONS IN LQUIDATION.-Amounts distributed in com-uidation, to be in full

payment for stock. plete liquidation of a corporation shall be treated as in full payment
in exchange for the stock, and amounts distributed in partial liquida-
tion of a corporation shall be treated as in part or full payment in

Gain or loss to dis- exchange for the stock. The gain or loss to the distributee resulting
triepp. 195, 96. from such exchange shall be determined under section 111, but shall

Partial liquidation be recognized only to the extent provided in section 112. In the case
distribution. of amounts distributed in partial liquidation (other than a distribu-

tion within the provisions of section 112(h) of stock or securities in
connection with a reorganization) the part of such distribution
which is properly chargeable to capital account shall not be con-
sidered a distribution of earnings or profits within the meaning of
subsection (b) of this section for the purpose of determining the
taxability of subsequent distributions by the corporation.

oftincreisein valuebe- (d) OTHER DISTRIBUTIONS FROM CAPITAL.-If any distribution
fore March 1,19, nor (not in partial or complete liquidation) made by a corporation tofrom earnings or prof-
its. its shareholders is not out of increase in value of property accrued

before March 1, 1913, and is not out of earnings or profits, then the
amount of such distribution shall be applied against and reduce the
basis of the stock provided in section 113, and if in excess of such
basis, such excess shall be taxable in the same manner as a gain
from the sale or exchange of property.

Distributions bypero- (e) DISTRIBUTIONS BY PERSONAL SERVICE CORPORATIONS.-Any dis-
tions. tribution made by a corporation, which was classified as a personal

Exemptions. service corporation under the provisions of the Revenue Act of 1918
or the Revenue Act of 1921, out of its earnings or profits which were

Vol 42 p. 24; Vol. taxable in accordance with the provisions of section 218 of the Reve-
44, p.32. nue Act of 1918 or section 218 of the Revenue Act of 1921, shall be

exempt from tax to the distributees.
Stock dividends not (f) STOCK DivIDENDS.-A stock dividend shall not be subject totaxable.tax.
Redemption of stock. tax.Treatment of pro- (g) REDEMPTION or STOCK.-If a corporation cancels or redeems

ceeds of. its stock (whether or not such stock was issued as a stock dividend)
at such time and in such manner as to make the distribution and
cancellation or redemption in whole or in part essentially equivalent
to the distribution of a taxable dividend, the amount so distributed
in redemption or cancellation of the stock, to the extent that it
represents a distribution of earnings or profits accumulated after

"Amounts dltribt- February 28, 1913, shall be treated as a taxable dividend.
ed in partial liquida- (h) DEFINITION OF PAR TIAL LIQUIDATIO N.-AS used in this section
tion," construed, the term " amounts distributed in partial liquidation " means a dis-

tribution by a corporation in complete cancellation or redemption of
a part of its stock, or one of a series of distributions in complete
cancellation or redemption of all or a portion of its stock.

Exclusionsfromgross SEC. 116. EXCLUSIONS FROM GROSS INCOME.
Additional items ex- In addition to the items specified in section 22(b), the followingempt from tax.
Ante, p. 178. items shall not be included in gross income and shall be exempt from

taxation under this title:
Earned income of

nonresident citizens, (a) EARNED INCOME FROI SOURCES WITHOUT UNITED STATES.-
from sources without In the case of an individual citizen of the United States, a bona fide

nonresident of the United States for more than six months during
the taxable year, amounts received from sources without the United
States (except amounts paid by the United States or any agency
thereof) if such amounts constitute earned income; but such indi-
vidual shall not be allowed as a deduction from his gross income any
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deductions properly allocable to or chargeable against amounts INCOME TAX

excluded from gross income under this subsection. As used in this "Earned income"

subsection the term "earned income " means wages, salaries, profes- defined.

sional fees, and other amounts received as compensation for personal
services actually rendered, but does not include that part of the Exceptions

compensation derived by the taxpayer for personal services rendered
by him to a corporation which represents a distribution of earnings
or profits rather than a reasonable allowance as compensation for the
personal services actually rendered. In the case of a taxpayer
engaged in a trade or business in which both personal services and
capital are material income producing factors, a reasonable allow-
ance as compensation for the personal services actually rendered by
the taxpayer, not in excess of 20 per centum of his share of the net
profits of such trade or business, shall be considered as earned income.

(b) TEACHERS IN ALASKA AND HAWAII.-In the case of an indi- Teachers n Alaska
vidual employed by Alaska or Hawaii or any political subdivision
thereof as a teacher in any educational institution, the compensation
received as such. This subsection shall not exempt compensation paid tiFederxepompens-
directly or indirectly by the Government of the United States. Sub- Formerprovisionsre-

section (b) of section 5 of the Act entitled "An Act to provide a vol. 46, p. 161, rew

government for the Territory of Hawaii ", approved April 30, 1900, pealed.

as amended by the Act entitled "An Act to amend section 5 of the Vol. 31, p. 141.

Act entitled 'An Act to provide a government for the Territory of
Hawaii , approved April 30, 1900 ", approved April 12, 1930 [U. S. -S. c., supp. V, p.
C., Sup. V, title 48, sec. 495(b)], is repealed as of January 1, 1932.

(c) INCOME OF FOREIGN GOVERNMENTS.-The income of foreign Income of foreigngovernments from in.
governments received from investments in the United States in vestments in United
stocks, bonds, or other domestic securities, owned by such foreign Sttesetc.
governments, or from interest on deposits in banks in the United
States of moneys belonging to such foreign governments, or from
any other source within the United States.

(d) INCOME OF STATES, MUNICIPALITIES, ETc.-Income derived Income of States,
etc., from public utili-

from any public utility or the exercise of any essential governmental ties.
function and accruing to any State, Territory, or the District of
Columbia, or any political subdivision of a State or Territory, or
income accruing to the Government of any possession of the United
States, or any political subdivision thereof.

Whenever any State, Territory, or the District of Columbia, or If under prior con-

any political subdivision of a State or Territory, prior to September thereof.

8, 1916, entered in good faith into a contract with any person, the
object and purpose of which is to acquire, construct, operate, or
maintain a public utility-

(1) If by the terms of such contract the tax imposed by this Levy on proceds
prior to diviaton thereof

title is to be paid out of the proceeds from the operation of such with State, etc.

public utility, prior to any division of such proceeds between the
person and the State, Territory, political subdivision, or the
District of Columbia, and if, but for the imposition of the tax
imposed by this title, a part of such proceeds for the taxable year
would accrue directly to or for the use of such State, Territory,
political subdivision, or the District of Columbia, then a tax
upon the net income from the operation of such public utility
shall be levied, assessed, collected, and paid in the manner and at
the rates prescribed in this title, but there shall be refunded to Refmns.
such State, Territory, political subdivision, or the District of
Columbia (under rules and regulations to be prescribed by the
Commissioner with the approval of the Secretary) an amount
which bears the same relation to the amount of the tax as the
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NCOME TAX amount which (but for the imposition of the tax imposed by this
title) would have accrued directly to or for the use of such State,
Territory, political subdivision, or the District of Columbia, bears
to the amount of the net income from the operation of such
public utility for such taxable year.

If nopartaccruing to (2) If by the terms of such contract no part of the proceedsState, etc., the net
income of persons tax- from the operation of the public utility for the taxable yearable. would, irrespective of the tax imposed by this title, accrue directly

to or for the use of such State, Territory, political subdivision, or
the District of Columbia, then the tax upon the net income of
such person from the operation of such public utility shall be
levied, assessed, collected, and paid in the manner and at the rates
prescribed in this title.

Bridges to be tc- (e) BRIDGES TO BE ACQUIRED BY STATE OR POLITICAL SUBDIVISION.-
Whenever any State or political subdivision thereof, in pursuance of
a contract to which it is not a party entered into before the enactment
of the Revenue Act of 1928, is to acquire a bridge-

evy on operation (1) If by the terms of such contract the tax imposed by thisproceeds, prior to divi-
sion thereof. title is to be paid out of the proceeds from the operation of such

bridge prior to any division of such proceeds, and if, but for the
imposition of the tax imposed by this title, a part of such proceeds
for the taxable year would accrue directly to or for the use of
or would be applied for the benefit of such State or political
subdivision, then a tax upon the net income from the operation
of such bridge shall be levied, assessed, collected, and paid inIefund to State, etc. the manner and at the rates prescribed in this title, but there
shall be refunded to such State or political subdivision (under
rules and regulations to be prescribed by the Commissioner with
the approval of the Secretary) an amount which bears the same
relation to the amount of the tax as the amount which (but for
the imposition of the tax imposed by this title) would haveaccrued directly to or for the use of or would be applied for thebenefit of such State or political subdivision, bears to the amountof the net income from the operation of such bridge for suchRestriction taxable year. No such refund shall be made unless the entire
amount of the refund is to be applied in part payment for the
acquisition of such bridge.

If nopartacruingto (2) If by the terms of such contract no part of the proceedssuch State, etc., the
netincome fromopera- from the operation of the bridge for the taxable year would,
tion taxable. irrespective of the tax imposed by this title, accrue directly to or

for the use of or be applied for the benefit of such State or politicalsubdivision, then the tax upon the net income from the operationof such bridge shall be levied, assessed, collected, and paid in themanner and at the rates prescribed in this title.
Dividends from (f) DIVIDENDS FROn " CHIi2A TRADE AcT" CORPOR.TIO..-I.n the"China Trade Act"

corporations. case of a person, amounts distributed as dividends to or for his
benefit by a corporation organized under the China Trade Act, 1922if, at the time of such distribution, he is a resident of China, andthe equitable right to the income of the shares of stock of the corpo-ration is in good faith vested in him.

Soiatins ' mutua  (g) SHPOWNERS PROTECTION AND INDEMNVITy ASSOCIATIONS.-The
Receipts. receipts of shipowners' mutual protection and indemnity associations

not organized for profit, and no part of the net earnings of whichinures to the benefit of any private shareholder; but such corporations
shall be subject as other persons to the tax upon their net income
from interest, dividends, and rents.
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SEC. 117. NET LOSSES. INCOME TAX

(a) DEFINITION OF "NET Loss."-As used in this section the term "Net loss", defined.
"net loss " means the excess of the deductions allowed by this title
over the gross income, with the following exceptions and limitations: Exceptions.

(1) NON-BUSINESS DEDUCTIONS.-Deductions otherwise allowed with business.nn

by law not attributable to the operation of a trade or business
regularly carried on by the taxpayer shall be allowed only to the
extent of the amount of the gross income not derived from such
trade or business;

(2) CAPITAL LOSSES.-In the case of a taxpayer other than a Capital losses.Other than a corpora-
corporation, deductions for capital losses otherwise allowed by tion.
law shall be allowed only to the extent of the capital gains;

(3) DEPLETION.-The deduction for depletion shall not exceed Depletion.

the amount which would be allowable if computed without refer- Ante, p. 202.

ence to discovery value, or to percentage depletion under section
114(b) (3) or (4);

(4) DIVIDENDS.-The deduction provided for in section 23(p) byDivideonds reneo
of amounts received as dividends shall not be allowed; lowed.

(5) INTEREST.-There shall be included in computing gross Interest included in
income the amount of interest received free from tax under this grossincome.

title, decreased by the amount of interest paid or accrued which Ante, p. 179.

is not allowed as a deduction by section 23(b);
(6) NET LOSS NOT TO PRODUCE NET LOSS.-In computing the net Netlossforprioryear

loss for any taxable year a net loss for a prior year shall not be
allowed as a deduction.
(b) NET Loss AS A DEDUCTION.-If, for any taxable year, it appears Net loss to be de

upon the production of evidence satisfactory to the Commissioner second year, etc.

that any taxpayer has sustained a net loss, the amount thereof shall
be allowed as a deduction in computing the net income of the tax-
payer for the succeeding taxable year (hereinafter in this section
called " second year "); the deduction in all cases to be made under
regulations prescribed by the Commissioner with the approval of scRbeulations pr
the Secretary.

(c) CAPITAL NET GAIN IN SECOND YEAR.-If in the second year Capital net gain or

the taxpayer (other than a corporation) has a capital net gain, the Application of.

deduction allowed by subsection (b) of this section shall first be
applied as a deduction in computing the ordinary net income for
such year. If the deduction is in excess of the ordinary net income It in exeB.

(computed without such deduction) the amount of such excess shall
then be applied against the capital net gain for such year.

(d) NET LossES FOR 1930 OR 1931.-If for the taxable year 1930 a Net loses for 10oor
taxpayer sustained a net loss within the provisions of the Revenue l
Act of 1928, the amount of such net loss shall not be allowed as a
deduction in computing net income under this title. If for the Vol. 45, p.82

taxable year 1931 a taxpayer sustained a net loss within the provi-
sions of the Revenue Act of 1928, the amount of such net loss shall
be allowed as a deduction in computing net income for the taxable
year 1932 to the same extent and in the same manner as a net loss
sustained for one taxable year is, under this Act, allowed as a
deduction for the succeeding taxable year.

(e) FISCAL YEAR RETURNS.-If a taxpayer makes return for a Fiscalyears.
period beginning in one calendar year (hereinafter in this sub- ginnnginfirstecalendar

section called "first calendar year") and ending in the following Yeadad ending in

calendar year (hereinafter in this subsection called " second calendar
year ") and the law applicable to the second calendar year is different
from the law applicable to the first calendar year, then his net loss
for the period ending during the second calendar year shall be the computing net l.

sum of: (1) The same proportion of a net loss for the entire period,
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INCOME TAX determined under the law applicable to the first calendar year, which
the portion of such period falling within such calendar year is of

Proportion for dif- the entire period; and (2) the same proportion of a net loss for the
entire period, determined under the law applicable to the second
calendar year, which the portion of such period falling within such
calendar year is of the entire period.

foss from wash sales SEC. 118. LOSS FROM WASH SALES OF STOCK OR SECURITIES.
Restriction on laim (a) In the case of any loss claimed to have been sustained from.

qired substantially any sale or other disposition of shares of stock or securities where it.
idntical stock within appears that, within a period beginning 30 days before the date

of such sale or disposition and ending 30 days after such date, the.
taxpayer has acquired (by purchase or by an exchange upon which.
the entire amount of gain or loss was recognized by law), or has;
entered into a contract or option so to acquire, substantially identical
stock or securities, then no deduction for the loss shall be allowed

A4eate, eorpo. under section 23 (e) (2); nor shall such deduction be allowed under
ration, etc. section 23 (f) unless the claim is made by a corporation, a dealer in

stocks or securities, and with respect to a transaction made in the
ordinary course of its business.

propertyacquired isess (b) If the amount of stock or securities acquired (or covered by
than sold. the contract or option to acquire) is less than the amount of stock

or securities sold or otherwise disposed of, then the particular shares
of stock or securities the loss from the sale or other disposition of
which is not deductible shall be determined under rules and regula-
tions prescribed by the Commissioner with the approval of the.
Secretary.

o qrdti a o where (c) If the amount of stock or securities acquired (or covered by
ssthan sold. the contract or option to acquire) is not less than the amount of

stock or securities sold or otherwise disposed of, then the particular
shares of stock or securities the acquisition of which (or the contract
or option to acquire which) resulted in the nondeductibility of the,
loss shall be determined under rules and regulations prescribed by
the Commissioner with the approval of the Secretary.

Income from sources SEC. 119 INCOME FROM SOURCES WITHIN UNITED STATES.within United States.
Items treated as. (a) GROSs INCOME FRO-M SOURCES IN UNITED STATES.-The fol-

lowing items of gross income shall be treated as income from sources,
within the United States:

etc., ofresidents. (1) INTEiEsT.-Interest on bonds, notes, or other interest-bear-
ing obligations of residents, corporate or otherwise, not including-

Exceptipons. (A) interest on deposits with persons carrying on the bankingPaidc to persons not inbusiness in United business paid to persons not engaged in business within the
tates. United tates and not having an office or place of business

therein, orIflessthan20pereent th o p unfrom United Stte (B3) interest received from a resident alien individual, a resi-
sour dent foreign corporation, or a domestic corporation, when it is

shown to the satisfaction of the Commissioner that less than
20 per centum of the gross income of such resident payor or
domestic corporation has been derived from sources within the
United States, as determined under the provisions of this section,
for the three-year period ending with the close of the taxable
year of such payor preceding the payment of such interest, or

ro baners' or such part of such period as may be applicable, or
optan e

es. (C) income derived by a foreign central bank of issue from
bankers' acceptances;
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(2) DIVIDENDS.-The amount received as dividends- INCOME TAX
(A) from a domestic corporation other than a corporation Dividends.

entitled to the benefits of section 251, and other than a corpora- ratndomesticcrpo-
tion less than 20 per centum of whose gross income is shown to Exceptions.

the satisfaction of the Commissioner to have been derived from P p

sources within the United States, as determined under the pro-
visions of this section, for the three-year period ending with
the close of the taxable year of such corporation preceding the
declaration of such dividends (or for such part of such period
as the corporation has been in existence), or

(B) from a foreign corporation unless less than 50 per riFromforeigncorpora-
tions.

centum of the gross income of such foreign corporation for the Exceptions.

three-year period ending with the close of its taxable year pre-
ceding the declaration of such dividends (or for such part of
such period as the corporation has been in existence) was
derived from sources within the United States as determined
under the provisions of this section;
(3) PERSONAL SERVICES.-Compensation for labor or personal UPeronal services in

services performed in the United States;
(4) RENTALS AND ROYALTIES.-Rentals or royalties from prop- Rentals, royalties,etc., from United States

erty located in the United States or from any interest in such sources.
property, including rentals or royalties for the use of or for the
privilege of using in the United States, patents, copyrights, secret
processes and formulas, good will, trade-marks, trade brands,
franchises, and other like property; and

(5) SALE OF REAL PROPERTY.-Gains, profits, and income from Real property sales.
the sale of real property located in the United States.
(b) NET INCOME FROM SOURCES IN UNITED STATES.--From the Deductions there-

from of designated ex-
items of gross income specified in subsection (a) of this section penses,etc.,constitute

there shall be deducted the expenses, losses, and other deductions etates nsorcesmnit
properly apportioned or allocated thereto and a ratable part of any
expenses, losses, or other deductions which can not definitely be
allocated to some item or class of gross income. The remainder, if
any, shall be included in full as net income from sources within
the United States.

(c) GROSS INCOME FROM SOURCES WITHOUT UNITED STATES.-The wo iUncme fromtatwithcut United States.
following items of gross income shall be treated as income from
sources without the United States:

(1) Interest other than that derived from sources within the Atnher in20t
United States as provided in subsection (a) (1) of this section;

(2) Dividends other than those derived from sources within the Other dividends.

United States as provided in subsection (a) (2) of this section;
(3) Compensation for labor or personal services performed LUnibor etc., withou t

without the United States;
(4) Rentals or royalties from property located without the etc, without united

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

(5) Gains, profits, and income from the sale of real property Real esItae sale
located without the United States.
(d) NET INCOME FROM SOURCES WITHOUT UNITED STATES.-From Deductions there-from of designated ex-

the items of gross income specified in subsection (c) of this section enses, etc., constitute
there shall be deducted the expenses, losses, and other deductions withoutniteStates.

properly apportioned or allocated thereto, and a ratable part of any
expenses, losses, or other deductions which can not definitely be
allocated to some item or class of gross income. The remainder, if

3051 -33--14
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INCOME TAX any, shall be treated in full as net income from sources without the
United States.

partlyithin and part (e) INCOME FROM SOURCES PARTLY WITHIN AND PARTLY WITHOUT
y without nited UNITED STATES.-Items of gross income, expenses, losses and deduc-
Apportionment. tions, other than those specified in subsections (a) and (c) of this

section, shall be allocated or apportioned to sources within or without
the United States, under rules and regulations prescribed by the

From U T
nited States Commissioner with the approval of the Secretary. Where items of

gross income are separately allocated to sources within the United
States, there shall be deducted (for the purpose of computing the
net income therefrom) the expenses, losses, and other deductions
properly apportioned or allocated thereto and a ratable part of other
expenses, losses or other deductions which can not definitely be
allocated to some item or class of gross income. The remainder, if
any, shall be included in full as net income from sources within the

Computation of net United States. In the case of gross income derived from sources
income, partly within and partly without the United States, the net income

may first be computed by deducting the expenses, losses, or other
deductions apportioned or allocated thereto and a ratable part of
any expenses, losses, or other deductions which can not definitely be
allocated to some items or class of gross income; and the portion of
such net income attributable to sources within the United States may

Processes, etc., for be determined by processes or formulas of general apportionment
determination. prescribed by the Commissioner with the approval of the Secretary.

Gains, profits, and income from-
Gains from transpor- (1) transportation or other services rendered partly within and

tati otherservi partly without the United States, or
Srtyaopersonalprp- (2) from the sale of personal property produced (in whole or

out. in part) by the taxpayer within and sold without the United
States, or produced (in whole or in part) by the taxpayer without
and sold within the United States,

Purchase and sale of shall be treated as derived partly from sources within and partly
ersonal property. from sources without the United States. Gains, profits and income

derived from the purchase of personal property within and its sale
without the United States or from the purchase of personal property
without and its sale within the United States, shall be treated as

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

Definitions. (f) DEFINITIONs.-As used in this section the words "sale" or
"sold" include "exchange" or "exchanged "; and the word
"produced" includes "created," "fabricated," "manufactured,"
" extracted," " processed," " cured," or " aged."

Charitable contribu- SEC. 120. UNLIMITED DEDUCTION FOR CHARITABLE AND OTHER
tions, etc. CONTRIBUTIONS.

Unlimited deduction In the case of an individual if in the taxable year and in each of
rcent ofwe i nmed the ten preceding taxable years the amount of the contributions or

gifts described in section 23(n) plus the amount of income, war-
Ante,p.S11. profits, or excess-profits taxes paid during such year in respect of

preceding taxable years, exceeds 90 per centum of the taxpayer's net
income for each such year, as computed without the benefit of section
23(n), then the 15 per centum limit imposed by such section shall
not be applicable.
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Supplement C-Credits Against Tax
[Supplementary to Subtitle B, Part III]

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

(a) ALLOWANCE OF CREDIT.-If the taxpayer signifies in his return
his desire to have the benefits of this section, the tax imposed by this
title shall be credited with':

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

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

(3) ALIEN RESIDENT OF UNITED STATES.-In the case of an alien
resident of the United States, the amount of any such taxes paid
or accrued during the taxable year to any foreign country, if the
foreign country of which such alien resident is a citizen or subject,
in imposing such taxes, allows a similar credit to citizens of the
United States residing in such country; and

(4) PARTNERSHIPS AND ESTATES.-In the case of any such indi-
vidual who is a member of a partnership or a beneficiary of an
estate or trust, his proportionate share of such taxes of the partner-
ship or the estate or trust paid or accrued during the taxable year
to a foreign country or to any possession of the United States, as
the case may be.
(b) LIMIT ON CREDIT.-The amount of the credit taken under this

section shall be subject to each of the following limitations:
(1) The amount of the credit in respect of the tax paid or

accrued to any country shall not exceed the same proportion of
the tax against which such credit is taken, which the taxpayer's
net income from sources within such country bears to his entire
net income for the same taxable year; and

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

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

INCOME TAX
Credits against tax.

Taxes of foreign coun-
tries, and United States
possessions.

Allowances.

Payments of citizens
and domestic corpora-
tions.

Resident, to United
States possessions.

Alien resident to for-
eign countries allowing
similar credit.

Partnerships and es-
tates, to a foreign coun-
try.

Limit on credit.

Proportionate credit
for taxes paid to foreign
country.

Limitation on total
amount.

Adjustments if tax
paid differs from credits
claimed.

Redetermination.

ost, p. 242.

Tax accrued but not
paid.

Bond required.
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MCOME TAX (d) YEAR IN WHICH CREDIT TAKEN.-The credits provided for
Credits for foreign in this section may, at the option of the taxpayer and irrespective

the year accrued of the method of accounting employed in keeping his books, be
taken in the year in which the taxes of the foreign country or the
possession of the United States accrued, subject, however, to the

creditsonsamebasis conditions prescribed in subsection (c) of this section. If the tax-
payer elects to take such credits in the year in which the taxes of
the foreign country or the possession of-the United States accrued,
the credits for all subsequent years shall be taken upon the same
basis, and no portion of any such taxes shall be allowed as a deduc-
tion in the same or any succeeding year.

Proof of credits. (e) PROOF OF CREDITS.-The credits provided in this section shall
be allowed only if the taxpayer establishes to the satisfaction of

OviEence of foreign the Commissioner (1) the total amount of income derived from
Ante, p. 209. sources without the United States, determined as provided in section

S119, (2) the amount of income derived from each country, the tax
Segregati of paid or accrued to which is claimed as a credit under this section, such

amount to be determined under rules and regulations prescribed by
tiodndcess'ryifora the Commissioner with the approval of the Secretary, and (3) all

other information necessary for the verification and computation of
Taxes of foreign sub- such credits.

sidiary. (f) TAXES OF FOREIGN SUBSIDIARY.-For the purposes of this
section a domestic corporation which owns a majority of the voting

taxrrPn'rdivnidoenfdre- stock of a foreign corporation from which it receives dividends (not
ceived deemed to have deductible under section 23 (p)) in any taxable year shall be deemed
beenpalQ. , , i.

to have paid the same proportion of any income, war-profits, or
excess-profits taxes paid by such foreign corporation to any foreign
country or to any possession of the United States, upon or with
respect to the accumulated profits of such foreign corporation from

proviso which such dividends were paid, which the amount of such dividends.
Limit on credit al- bears to the amount of such accumulated profits: Provided, That

low e d
. the amount of tax deemed to have been paid under this subsection

shall in no case exceed the same proportion of the tax against which
credit is taken which the amount of such dividends bears to the

Meaningof"accumu- amount of the entire net income of the domestic corporation in which
lated profits." such dividends are included. The term " accumulated profits " when

used in this subsection in reference to a foreign corporation, means
Determination of, by the amount of its gains, profits, or income in excess of the income,

commissioner. war-profits, and excess-profits taxes imposed upon or with respect
to such profits or income; and the Commissioner with the approval
of the Secretary shall have full power to determine from the
accumulated profits of what year or years such dividends were paid;
treating dividends paid in the first sixty days of any year as having
been paid from the accumulated profits of the preceding year or
years (unless to his satisfaction shown otherwise), and in other

Accountingperiodfor respects treating dividends as having been paid from the most
foreigncorporation. recently accumulated gains, profits, or earnings. In the case of a

foreign corporation, the income, war-profits, and excess-profits taxes
of which are determined on the basis of an accounting period of
less than one year, the word "year " as used in this subsection shall
be construed to mean such accounting period.

asCorations treated (g) CORPORATIONS TREATED AS FoREIGN.-For the purposes of this
section the following corporations shall be treated as foreign corpo-

United States posses- rations
sions. (1) A corporation entitled to the benefits of section 251, byP, P.1. reason of receiving a large percentage of its gross income from

China Trade Act sources within a possession of the United States;
crporations. (2) A corporation organized under the China Trade Act, 1922,

p. 22. and entitled to the credit provided for in section 261.
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SEC. 132. PAYMENTS UNDER 1928 ACT. INCOME TAX

Any amount paid before or after the enactment of this Act on Payments under 1928
account of the tax imposed for a fiscal year beginning in 1931 and Aredits or refunds.
ending in 1932 by Title II of the Revenue Act of 1928 shall be Vol45. 862
credited toward the payment of the tax imposed for such fiscal year
by this Act, and if the amount so paid exceeds the amount of such
tax imposed by this Act, the excess shall be credited or refunded in
accordance with the provisions of section 322.

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

SEC. 141. CONSOLIDATED RETURNS OF CORPORATIONS. Consolidated returns
of corporations.

(a) PRIVILEGE TO FILE CONSOLIDATED RETURNS.-An affiliated Affiliated corpora.
group of corporations shall, subject to the provisions of this section, tions maymake.

have the privilege of making a consolidated return for the taxable
year in lieu of separate returns. The making of a consolidated Consent required.

return shall be upon the condition that all the corporations which
have been members of the affiliated group at any time during the
taxable year for which the return is made consent to all the regula- Retourns ma prio
tions under subsection (b) (or, in case such regulations are not tions.
prescribed prior to the making of the return, then the regulations Vol. 45, p. 31.
prescribed under section 141(b) of the Revenue Act of 1928 in so
far as not inconsistent with this Act) prescribed prior to the making
of such return; and the making of a consolidated return shall be
considered as such consent. In the case of a corporation which is a Fractional part of
member of the affiliated group for a fractional part of the year the year-
consolidated return shall include the income of such corporation for
such part of the year as it is a member of the affiliated group.

(b) REGULATIONS.-The Commissioner, with the approval of the termgetaxibiSty.
Secretary, shall prescribe such regulations as he may deem necessary
in order that the tax liability of an affiliated group of corporations
making a consolidated return and of each corporation in the group,
both during and after the period of affiliation, may be determined,
computed, assessed, collected, and adjusted in such manner as clearly
to reflect the income and to prevent avoidance of tax liability.

(c) COMPUTATION AND PAYMENT OF TAx.-In any case in which a Cpaymet tax. nd
consolidated return is made the tax shall be determined, computed,
assessed, collected and adjusted in accordance with the regulations Rte ng regulatprlorto
under subsection (b) (or, in case such regulations are not prescribed Vol. 45m p. 831.

prior to the making of the return, then the regulations prescribed
under section 141(b) of the Revenue Act of 1928 in so far as not
inconsistent with this Act) prescribed prior to the date on which
such return is made; except that for the taxable years 1932 and 1933 AXtp.p°17.
there shall be added to the rate of tax prescribed by sections 13(a), Pos4 pp. 22225.
201(b), and 204 (a), a rate of 3/4 of 1 per centum.

(d) DEFINITION OF "AFFILIATED GROUP ".-As used in this section defined. rn p

an "affiliated group" means one or more chains of corporations
connected through stock ownership with a common parent corpora-
tion if-

Stock ownership at(1) At least 95 per centum of the stock of each of the corpora- members.
tions (except the common parent corporation) is owned directly
by one or more of the other corporations; and

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

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



214 72d CONGRESS. SESS. I. CH. 209. JUNE 6,1932.

INCOM TAX (e) A consolidated return shall be made only for the domestic
Applicable only for corporations within the affiliated group. An insurance company

sdomenccorpaioes subject to the tax imposed by section 201 or 204 shall not be included
notf ppel223,2e . in the same consolidated return with a corporation subject to the

Ante, p. 177. tax imposed by section 13, and an insurance company subject to the
tax imposed by section 201 shall not be included in the same con-
solidated return with an insurance company subject to the tax im-

China rae A posed by section 204.
corporations deemed (f) CHINA TRADE ACT CORPORATIONS.-A corporation organized
not affiliated, under the China Trade Act, 1922, shall not be deemed to be affiliated

with any other corporation within the meaning of this section.
ted States possessions (g) CORPORATIONS DERIVING INcoME FROM POSSESSIONS OF UNITED
treateas foreign. STATES.-For the purposes of this section a corporation entitled to

the benefits of section 251, by reason of receiving a large percentage
of its income from possessions of the United States, shall be treated

Subsidiary of d a foreign corporation.
mestic corporation (h) SUBSIDIARY FORMED TO COMPLY WITH FOREIGN LAW.-In the
foreigltoawdeemied case of a domestic corporation owning or controlling, directly or
domestic. indirectly, 100 per centum of the capital stock (exclusive of directors'

qualifying shares) of a corporation organized under the laws of a
contiguous foreign country and maintained solely for the purpose
of complying with the laws of such country as to title and operation
of property, such foreign corporation may, at the option of the
domestic corporation, be treated for the purpose of this title as a

Suspension of rn- domestic corporation.
ningofstatuteoflimita- (i) SUSPENSION OF RtUNNING OF STATUTE OF LIMITATIONS.-If a

ot , p. 233. notice under section 272 (a) in respect of a deficiency for any taxable
Pos, . 23. year is mailed to a corporation, the suspension of the running of the

statute of limitations, provided in section 277, shall apply in the
case of corporations with which such corporation made a consolidated

Allocation of income return for such taxable year.
and deductions. (j) ALOCATION OF INCOME AND DEDTUCTIONS.-For allocation of

Ante, p. 18. income and deductions of related trades or businesses, see section 45.
Fiducary returns. SEC. 142. FIDUCIARY RETURNS.Sworn statements of

ineome, etc., of benefl- (a) REQUREMENT OF RETuxN.-Every fiduciary (except a receiver
appointed by authority of law in possession of part only of the prop-
erty of an individual) shall make under oath a return for any of
the following individuals, estates, or trusts for which he acts, stating
specifically the items of gross income thereof and the deductions and

With net income of credits allowed under this title-
$1,000 or over, and (1) Every individual having a net income for the taxable year
single, etc. of $1,000 or over, if single, or if married and not living with

Married, etc., with husband or wfe;
$2,500 or over. (2) Every individual hving a net income for the taxable year

rossincomeof$5,0 of $2,500 or over, if married and living with husband or wife;
or over. (3) Every individual having a gross income for the taxable year

Estates or trusts of of $5,000 or over, regardless of the amount of his net income;
$1,ooo net income or (4) Every estate or trust the net income of which for the tax-
oer. able year is $1,000 or over;
Grossincomeof$5,000

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

beneficiaries. (6) Every estate or trust of which any beneficiary is a non-
Byjoitfiduiaries. resident alien.

. (b) JOINT FIDUcrIArES.-Under such regulations as the Commis-
sioner with the approval of the Secretary may prescribe a return
made by one of two or more joint fiduciaries and filed in the office
of the collector of the district where such fiduciary resides shall be
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sufficient compliance with the above requirement. Such fiduciary INCOME TAX

shall make oath (1) that he has sufficient knowledge of the affairs Oath required.
of the individual, estate, or trust for which the return is made, to
enable him to make the return, and (2) that the return is, to the best
of his knowledge and belief, true and correct.

(c) LAW APPLICABLE TO FIDUCIARIES.-Any fiduciary required to Subject to provisions
applicable to individ-make a return under this title shall be subject to all the provisions ass.' to div

of law which apply to individuals.
SEC. 143. WITHHOLDING OF TAX AT SOURCE. Withholding tax at

(a) TAX-FREE COVENANT BONDS.- Taxs-free covenant
(1) REQUIREMENT OF WITHHOLDING.-In any case where bonds, bonds.

I By corporations
mortgages, or deeds of trust, or other similar obligations of a agreeing to pay in-
corporation contain a contract or provision by which the obligor etc.free ro tax
agrees to pay any portion of the tax imposed by this title upon the
obligee, or to reimburse the obligee for any portion of the tax, or
to pay the interest without deduction for any tax which the obligor
may be required or permitted to pay thereon, or to retain there-
from under any law of the United States, the obligor shall deduct
and withhold a tax equal to 2 per centum of the interest upon Tax withheld.
such bonds, mortgages, deeds of trust, or other obligations, whether
such interest is payable annually or at shorter or longer periods,
if payable to an individual, a partnership, or a foreign corporation
not engaged in trade or business within the United States and not
having any office or place of business therein: Provided, That if Ptroos.
the liability assumed by the obligor does not exceed 2 per centum Rates

of the interest, then the deduction and withholding shall be at the
following rates: (A) 8 per centum in the case of a nonresident rovm nonresident
alien individual, or of any partnership not engaged in trade or
business within the United States and not having any office or
place of business therein and composed in whole or in part of
nonresident aliens, (B) 133/4 per centum in the case of such a foreign rosm foreign corpo-
corporation, and (C) 2 per centum in the case of other individuals Other individuals,
and partnerships: Provided further, That if the owners of such etc
obligations are not known to the withholding agent the Commis- Unknown owners.
sioner may authorize such deduction and withholding to be at the
rate of 2 per centum, or, if the liability assumed by the obligor
does not exceed 2 per centum of the interest, then at the rate of
8 per centum.

(2) BENEFIT OF CREDITS AGAINST NET INCOME.-Such deduction Exception on notice
of credit withheld by

and withholding shall not be required in the case of a citizen or individual.
resident entitled to receive such interest, if he files with the with-
holding agent on or before February 1 a signed notice in writing
claiming the benefit of the credits provided in section 25 (c) and Nonresident alien.
(d); nor in the case of a nonresident alien individual if so Ante, p. 184.

provided for in regulations prescribed by the Commissioner under
section 215.

(3) INCOME OF OBLIGOR AND OBLIGEE.-The obligor shall not be Restrictiononobligor

allowed a deduction for the payment of the tax imposed by this
title, or any other tax paid pursuant to the tax-free covenant
clause, nor shall such tax be included in the gross income of the
obligee.
(b) NONRESIDENT ALIENS.-All persons, in whatever capacity oemal tax of non-resident aliens payable

acting, including lessees or mortgagors of real or personal property, at source.
fiduciaries, employers, and all officers and employees of the United
States, having the control, receipt, custody, disposal, or payment
of interest (except interest on deposits with persons carrying on the
banking business paid to persons not engaged in business in the
United States and not having an office or place of business therein),
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rCOME TAX rent, salaries, wages, premiums, annuities, compensations, remunera-
tions, emoluments, or other fixed or determinable annual or periodical
gains, profits, and income, of any nonresident alien individual, or
of any partnership not engaged in trade or business within the
United States and not having any office or place of business therein
and composed in whole or in part of nonresident aliens, (other than

Axp.tios1. income received as dividends of the class allowed as a credit by
section 25(a)) shall (except in the cases provided for in subsection
(a) of this section and except as otherwise provided in regulations
prescribed by the Commissioner under section 215) deduct and
withhold from such annual or periodical gains, profits, and income

Interest of unknown a tax equal to 8 per centum thereof: Provded, That the Commis-
owners. sioner may authorize such tax to be deducted and withheld from

the interest upon any securities the owners of which are not known
to the withholding agent.

Return and payment (c) RETURN AND PAYMENT.-Every person required to deduct and
withhold any tax under this section shall make return thereof on or
before March 15 of each year and shall on or before June 15, in lieu

Ate, p. 18. of the time prescribed in section 56, pay the tax to the official of the
United States Government authorized to receive it. Every such
person is hereby made liable for such tax and is hereby indemnified
against the claims and demands of any person for the amount of
any payments made in accordance with the provisions of this section.

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

Tax paid by recip- (e) TAX PAID By RECIPIENT.-If any tax required under this sec-
Not re-collectble. tion to be deducted and withheld is paid by the recipient of the

income, it shall not be re-collected from the withholding agent; nor
in cases in which the tax is so paid shall any penalty be imposed
upon or collected from the recipient of the income or the withhold-
ing agent for failure to return or pay the same, unless such failure
was fraudulent and for the purpose of evading payment.

Refunds and credits (f) RF1 uDS AND CREDITs--Where there has been an overpaymentto withholding agent.
Post, p. 242. of tax under this section any refund or credit made under the pro-

visions of section 322 shall be made to the withholding agent unless
the amount of such tax was actually withheld by the withholding
agent.

Dpetions, et c , for (g) Notwithstanding the provisions of subsections (a) and (b), the
deduction and withholding for any period prior to the date of the
enactment of this Act shall be at the rates of 12 per centum and 5 per
centum in lieu of the rates of 133/ per centum and 8 per centum
prescribed in such subsections.

Payment at source. SEC. 144. PAYMENT OF CORPORATION INCOME TAX AT SOURCE.
tisy foreign Scorpa In the case of foreign corporations subject to taxation under thistions not in business
withinUnitedStates. title not engaged in trade or business within the United States and

not having any office or place of business therein, there shall be
deducted and withheld at the source in the same manner and upon

Aie, p.21& the same items of income as is provided in section 143 a tax equal to
12 per centum thereof in respect of all payments of income made
before the enactment of this Act, and equal to 133/ per centum thereof
in respect of all payments of income made after the enactment of
this Act, and such tax shall be returned and paid in the same manner

Pts .w in and subject to the same conditions as provided in that section: Pro-
granted free of tax. ided, That in the case of interest described in subsection (a) of

that section (relating to tax-free covenant bonds) the deduction and
withholding shall be at the rate specified in such subsection.



72d CONGRESS. SESS. I. CH. 209. JUNE 6, 1932. 217
SEC. 145. PENALTIES. INCOME TAX

(a) Any person required under this title to pay any tax, or Penalties.
'Willful failure to payrequired by law or regulations made under authority thereof to make tax, make returns, etc.

a return, keep any records, or supply any information, for the pur-
poses of the computation, assessment, or collection of any tax imposed
by this title, who willfully fails to pay such tax, make such return,
keep such records, or supply such information, at the time or times
required by law or regulations, shall, in addition to other penalties Punmentfor.
provided by law, be guilty of a misdemeanor and, upon conviction
thereof, be fined not more than $10,000, or imprisoned for not more
than one year, or both, together with the costs of prosecution.

(b) Any person required under this title to collect, account for, For wllful failure to
t collect tax, evade pay-and pay over any tax imposed by this title, who willfully fails to mentetc.

collect or truthfully account for and pay over such tax, and any
person who willfully attempts in any manner to evade or defeat any
tax imposed by this title or the payment thereof, shall, in addition to
other penalties provided by law, be guilty of a felony and, upon nishment for

conviction thereof, be fined not more than $10,000, or imprisoned
for not more than five years, or both, together with the costs of
prosecution.

(c) The term " person " as used in this section includes an officer "Person" defined.
or employee of a corporation or a member or employee of a partner-
ship, who as such officer, employee, or member is under a duty to
perform the act in respect of which the violation occurs.
SEC. 146. CLOSING BY COMMISSIONER OF TAXABLE YEAR. Closing of taxable

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

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

(c) SAME-EXEMPTION FROM SECTION.-If security is approved fremnoI ap of en-
and accepted pursuant to the provisions of this section and such of bond.
further or other security with respect to the tax or taxes covered
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INCOME TAX thereby is given as the Commissioner shall from time to time find
necessary and require, payment of such taxes shall not be enforced
by any proceedings under the provisions of this section prior to the
expiration of the time otherwise allowed for paying such respective
taxes.

Dof retrentas wivert (d) CITIZENS.-In the case of a citizen of the United States or of
citizens. a possession of the United States about to depart from the United

States the Commissioner may, at his discretion, waive any or all of
Alis mt f the requirements placed on the taxpayer by this section.

tax-paid certificates be- (e) DIEPABTURE OF ALIEN.-No alien shall depart from the Unitedfore departure. States unless he first procures from the collector or agent in charge
a certificate that he has complied with all the obligations imposed

Adda t upon him by the income, war-profits, and excess-profits tax laws.
violation thereof. (f) ADDITION TO TAX.-If a taxpayer violates or attempts to vio-

late this section there shall, in addition to all other penalties, be
added as part of the tax 25 per centum of the total amount of the
tax or deficiency in the tax, together with interest at the rate of 1
per centum a month from the time the tax became due.

Information at SEC. 147. INFORMATION AT SOURCE.
source.

Persons making fixed (a) PAYMENTS OF $1,000 OR MoRE.-All persons, in whateverpayments to others ofl,0oyormoretto maoke capacity acting, including lessees or mortgagors of real or personalreturns thereof. property, fiduciaries, and employers, making payment to another
person, of interest, rent, salaries, wages, premiums, annuities, com-
pensations, remunerations, emoluments, or other fixed or determina-

xcptons. ble gains, profits, and income (other than payments described in
section 148 (a) or 149), of $1,000 or more in any taxable year, or,
in the case of such payments made by the United States, the officers
or employees of the United States having information as to such
payments and required to make returns in regard thereto by the
regulations hereinafter provided for, shall render a true and accu-
rate return to the Commissioner, under such regulations and in such
form and manner and to such extent as may be prescribed by him
with the approval of the Secretary, setting forth the amount of such
gains, profits, and income, and the name and address of the recipient
of such payment.Returns regardless of of such payment.

amRount ofpayment.e (b) RETURNS EGIARDLESS OF AMOUNT OF PAYMENT.-Suchl returns
tionteesto corpora. may be required, regardless of amounts, (1) in the case of payments

of interest upon bonds, mortgages deeds of trust, or other similar
Collecting foreign obligations of corporations, and (2) in the case of collections ofeoupons, et. items (not payable in the United States) of interest upon the bonds

of foreign countries and interest upon the bonds of and dividends
from foreign corporations by persons undertaking as a matter of
business or for profit the collection of foreign payments of such inter-
est or dividends by means of coupons, checks, or bills of exchange.

ae and address 
of (c) RECIPIENT TO FtUNISH NAME AND AnDDR ss.-When necessary

to make effective the provisions of this section the name and address
of the recipient of income shall be furnished upon demand of the
person paying the income.

Not applicable to (d) OBLIGATIONS OF UNITED STATEs.-The provisions of this sec-
tion shall not apply to the payment of interest on obligations of the
United States.

Information by SEC. 148. INFORMATION BY CORPORATIONS.corporations.
Specific retun to be (a) DvIDIIEND PAYMENTS.-Every corporation subject to the tax

made. imposed by this title shall, when required by the Commissioner,
render a correct return, duly verified under oath, of its payments
of dividends, stating the name and address of each shareholder, the
number of shares owned by him, and the amount of dividends paid
to him.
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(b) PROFITS OF TAXABLE YEAR DECLARED AS DIVIDENDS.-There
shall be included in the return or appended thereto a statement of
such facts as will enable the Commissioner to determine the portion
of the earnings or profits of the corporation (including gains, profits,
and income not taxed) accumulated during the taxable year for
which the return is made, which have been distributed or ordered to
be distributed, respectively, to its shareholders during such year.

(c) ACCU:MULATED GAINS AND PRoFITs.-When requested by the
Commissioner, or any collector, every corporation shall forward to
him a correct statement of accumulated gains and profits and the
names and addresses of the individuals or shareholders who would
be entitled to the same if divided or distributed, and of the amounts
that would be payable to each.
SEC. 149. RETURNS OF BROKERS.

Every person doing business as a broker shall, when required by
the Commissioner, render a correct return duly verified under oath,
under such rules and regulations as the Commissioner, with the
approval of the Secretary, may prescribe, showing the names of
customers for whom such person has transacted any business, with
such details as to the profits, losses, or other information which the
Commissioner may require, as to each of such customers, as will
enable the Commissioner to determine whether all income tax due on
profits or gains of such customers has been paid.
SEC. 150. COLLECTION OF FOREIGN ITEMS.

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

Supplement E-Estates and Trusts

SEC. 161. IMPOSITION OF TAX. tIncme of, to be
(a) APPLICATION OF TAx.-The taxes imposed by this title upon

individuals shall apply to the income of estates or of any kind of
property held in trust, including-

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

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

(3) Income received by estates of deceased persons during the ministrat ion.

period of administration or settlement of the estate; and
(4) Income which, in the discretion of the fiduciary, may be buDetion".T dii

either distributed to the beneficiaries or accumulated.
Computation and(b) COMPUTATION AND PAYMENT.--Thbetax shall be computed payment.

upon the net income of the estate or trust, and shall be paid by the Payment by fiduci-ary; exception.
fiduciary, except as provided in section 166 (relating to revocable Post,p.22.
trusts) and section 167 (relating to income for benefit of the An' p. 214
grantor). For return made by beneficiary, see section 142.

219
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Statement of profits
of taxable year declared
as dividends.

Accumulated gains
and profits.

Statement of persons
entitled thereto.

Returns of brokers.
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business transacted.

Collection of foreign
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Estates and trusts.



220 72d CONGRESS. SESS. I. CI. 209. JUNE 6,1932.

INCOME TAX SEC. 162. NET INCOME.
Netaincome. The net income of the estate or trust shall be computed in the

same manner and on the same basis as in the case of an individual,
except that-

Deductions alowd. (a) There shall be allowed as a deduction (in lieu of the deduction
tributions. for charitable, etc., contributions authorized by section 23(n)) any

part of the gross income, without limitation, which pursuant to the
terms of the will or deed creating the trust, is during the taxable year
paid or permanently set aside for the purposes and in the manner
specified in section 23(n), or is to be used exclusively for religious,
charitable, scientific, literary, or educational purposes, or for the
prevention of cruelty to children or animals, or for the establishment,
acquisition, maintenance or operation of a public cemetery not
operated for profit;

Current distribution (b) There shall be allowed as an additional deduction in com-
by duciary, et. puting the net income of the estate or trust the amount of the income

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

Pfaymet made or (c) In the case of income received by estates of deceased persons
aries. during the period of administration or settlement of the estate, and

in the case of income which, in the discretion of the fiduciary, may
be either distributed to the beneficiary or accumulated, there shall
be allowed as an additional deduction in computing the net income
of the estate or trust the amount of the income of the estate or trust
for its taxable year which is properly paid or credited during such

To be icluided i in- year to any legatee, heir, or beneficiary, but the amount so allowed
as a deduction shall be included in computing the net income of the
legatee, heir, or beneficiary.

Credits against net SEC. 163. CREDITS AGAINST NET INCOME.
income.

Normal tax personal (a) CREDITS OF ESTATE OR TRUST.-For the purpose of the normal
exemption allowe tax the estate or trust shall be allowed the same personal exemptionheirs, etc,

Ante, . 184. as is allowed to a single person under section 25(c), and, if no part
of the income of the estate or trust is included in computing the net
income of any legatee, heir, or beneficiary, then in addition the same
credits against net income for dividends and interest as are allowed
by section 25(a) and (b).

Credits otbeneficiary (b) CREDITS OF BENEPICIARY.-If any part of the income of an
estate or trust is included in comIputing the net income of any
legatee, heir, or beneficiary, such legatee, heir, or beneficiary shall
for the purpose of the normal tax, be allowed as credits against

Ante,p. 14. net income, in addition to the credits allowed to him under section
25, his proportionate share of such amounts of dividends and interest

edits alwed s- specified in section 25(a) and (b) as are, under this Supplement,
tate or trust. required to be included in computing his net income. Any remain-

ing portion of such amounts specified in section 25(a) and (b)
shall, for the purpose of the normal tax, be allowed as credits to
the estate or trust.

ifferent taxabe SE. 164. DIFFERENT TAXABLE YEARS.
Computation if tax-

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

difer 162 (b), to include in computing his net income, shall be based upon
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the income of the estate or trust for any taxable year of the estate INCOME TAX

or trust ending within his taxable year.
SEC. 165. EMPLOYEES' TRUSTS. Employees' trusts.

Profit-sharing trusts,
A trust created by an employer as a part of a stock bonus, pension, etc., for employees, not

or profit-sharing plan for the exclusive benefit of some or all of taxed.

his employees, to which contributions are made by such employer,
or employees, or both, for the purpose of distributing to such em-
ployees the earnings and principal of the fund accumulated by the
trust in accordance with such plan, shall not be taxable under Alteb taxed on

section 161, but the amount actually distributed or made available amount received.
to any distributee shall be taxable to him in the year in which so
distributed or made available to the extent that it exceeds the
amounts paid in by him. Such distributees shall for the purpose of
the normal tax be allowed as credits against net income such part of
the amount so distributed or made available as represents the items Ante, p. 184.

of dividends and interest specified in section 25(a) and (b).

SEC. 166. REVOCABLE TRUSTS. Revocable trusts.

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

(1) in the grantor, either alone or in conjunction with any Income therefrom

person not having a substantial adverse interest in the disposition or'mpteidncth grant-
of such part of the corpus or the income therefrom, or

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

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

SEC. 167. INCOME FOR BENEFIT OF GRANTOR. Income for benet ofgrantor, computed

(a) Where any part of the income of a trust- with grantor's net in-

(1) is, or in the discretion of the grantor or of any person C°When heldfor future

not having a substantial adverse interest in the disposition of distribution.

such part of the income may be, held or accumulated for future
distribution to the grantor; or

(2) may, in the discretion of the grantor or of any person not When distributed to

having a substantial adverse interest in the disposition of such grantor.

part of the income, be distributed to the grantor; or
(3) is, or in the discretion of the grantor or of any person not When applie to life

having a substantial adverse interest in the disposition of such Exception.

part of the income may be, applied to the payment of premiums
upon policies of insurance on the life of the grantor (except
policies of insurance irrevocably payable for the purposes and
in the manner specified in section 23(n), relating to the so-called A^t p. -81.

" charitable contribution " deduction);
then such part of the income of the trust shall be included in com-
puting the net income of the grantor.

(b) As used in this section, the term "in the discretion of the "In thediscretionof

grantor " means "in the discretion of the grantor, either alone or
in conjunction with any person not having a substantial adverse
interest in the disposition of the part of the income in question ".

SEC. 168. CAPITAL NET GAINS AND LOSSES. lapital net gains and
In the case of an estate or trust, or of a beneficiary of an estate Determination of; to

be separately shown in

or trust, the proper part of each share of the net income which con- returns.

sists, respectively, of ordinary net income, capital net gain, or capital
net loss, shall be determined under rules and regulations to be pre-
scribed by the Commissioner with the approval of the Secretary,
and shall be separately shown in the return of the estate or trust,
and shall be taxed to the beneficiary or to the estate or trust as



222 72d CONGRESS. SESS. I. CH. 209. JUNE 6,1932.

INCOM TAX provided in this Supplement, but at the rates and in the manner
Ante, p. 191. provided in section 101 (a) and (b), relating to capital net gains

and losses.
Netlosses.
Allowance of special SEC. 169. NET LOSSES.

deAdtep. 207 The benefit of the special deduction for net losses allowed by
section 117 shall be allowed to an estate or trust under regulations
prescribed by the Commissioner with the approval of the Secretary.

Taxesofforeigncoun- SEC. 170. TAXES OF FOREIGN COUNTRIES AND POSSESSIONS OF
tries, etc. t . UNITED STATES.

Allowance against The amount of income, war-profits, and excess-profits taxes im-
posed by foreign countries or possessions of the United States shall
be allowed as credit against the tax of the beneficiary of an estate

Ante, p. 211. or trust to the extent provided in section 131.

Partnerships. Supplement F-Partnerships

SEC. 181. PARTNERSHIP NOT TAXABLE.
fordivduS liability Individuals carrying on business in partnership shall be liable for

income tax only in their individual capacity.
Taxofpartners. SEC. 182. TAX OF PARTNERS.
Distributive share

includedinnetincome. (a) GENERAL RuLE.-There shall be included in computing the
net income of each partner his distributive share, whether distributed
or not, of the net income of the partnership for the taxable year.

Computation. If the taxable year of a partner is different from that of the part-
nership, the amount so included shall be based upon the income of
the partnership for any taxable year of the partnership ending
within his taxable year.

Partnership year em- (b) PARTNERSHIP YEAR EMBRACING CALENDAR YEARS WITH DIFFER.
bracing calendar years p
with diferentlaws. ENT LAWS.-If a fiscal year of a partnership begins in one calendar

year and ends in another calendar year, and the law applicable to
the second calendar year is different from the law applicable to the
first calendar year, then

Rwich fisca year be- (1) the rates for the calendar year during which such fiscal year
gins, begins shall apply to an amount of each partner's share of such

partnership net income (determined under the law applicable to
such calendar year) equal to the proportion which the part of
such fiscal year falling within such calendar year bears to the full
fiscal year, and

Rates for year in (2) the rates for the calendar year during which such fiscal
year ends shall apply to an amount of each partner's share of
such partnership net income (determined under the law appli-
cable to such calendar year) equal to the proportion which the
part of such fiscal year falling within such calendar year bears to
the full fiscal year.

Coamputation of In such cases the part of such income subject to the rates in effect
rafor the most recent calendar year shall be added to the other income

of the taxpayer subject to such rates and the resulting amount shall
be placed in the lower brackets of the rate schedule applicable to
such year, and the part of such income subject to the rates in effect
for the next preceding calendar year shall be placed in the next
higher brackets of the rate schedule applicable to such year.

Partnership income. SEC. 183. COMPUTATION OF PARTNERSHIP INCOME.
computation. The net income of the partnership shall be computed in the same
Exleption. manner and on the same basis as in the case of an individual, except
Charitable contribu-

tion deduction notal- that the so-called "charitable contribution" deduction provided in
section 2n shall not be lowed.Ante. p. 181 section 23(n) shall not be allowed.
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SEC. 184. CREDITS AGAINST NET INCOME. INCOME TAX
The partner shall, for the purpose of the normal tax, be allowed Credits against net

as a credit against his net income, in addition to the credits allowed "d'd'itional from
to him under section 25, his proportionate share of such amounts of partnership exemp-
dividends and interest specified in section 25(a) and (b) as are An'te, p. 184.
received by the partnership.
SEC. 185. EARNED INCOME. Earned income.

In the case of the members of a partnership the proper part of Determination of.
each share of the net income which consists of earned income shall
be determined under rules and regulations to be prescribed by the
Commissioner with the approval of the Secretary and shall be sepa.
rately shown in the return of the partnership and shall be taxed to
the member as provided in this Supplement.
SEC. 186. CAPITAL NET GAINS AND LOSSES. Capital netgainsand

losses.
In the case of the members of a partnership the proper part of Additional from

each share of the net income which consists, respectively, of ordinary toatners. hi exe m p-
net income, capital net gain, or capital net loss, shall be determined
under the rules and regulations to be prescribed by the Commis-
sioner with the approval of the Secretary, and shall be separately
shown in the return of the partnership and shall be taxed to the
member as provided in this Supplement, but at the rates and in the
manner provided in section 101(a) and (b), relating to capital net Ant, p. 191.
gains and losses.
SEC. 187. NET LOSSES. Net losses.

The benefit of the special deduction for net losses allowed by sec- Deduction from, al-
tion 117 shall be allowed to the members of a partnership under regu- Ante, p. 207.
lations prescribed by the Commissioner with the approval of the
Secretary.
SEC. 188. TAXES OF FOREIGN COUNTRIES AND POSSESSIONS OF Foreign taxes.

UNITED STATES.
The amount of income, war-profits, and excess-profits taxes Credit for, allowed

imposed by foreign countries or possessions of the United States shall Ante, p. 211.
be allowed as a credit against the tax of the member of a partnership
to the extent provided in section 131.
SEC. 189. PARTNERSHIP RETURNS. Partnership returns.

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

Supplement G-Insurance Companies Insurancecompanies.

SEC. 201. TAX ON LIFE INSURANCE COMPANIES. Tacon lie insurance
(a) DEFINITION.-When used in this title the term " life insurance "Life insurance com-

company" means an insurance company engaged in the business of p an y,"defned'
issuing life insurance and annuity contracts (including contracts of
combined life, health, and accident insurance), the reserve funds of
which held for the fulfillment of such contracts comprise more than
50 per centum of its total reserve funds.

(b) RATE OF TAX.-In lieu of the tax imposed by section 13, there inRate of tax on netincomes.
shall be levied, collected, and paid for each taxable year upon the Ant, p. 177.
net income of every life insurance company a tax as follows:

(1) In the case of a domestic life insurance company, 133/4 per Domestic

centum of its net income;
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INCOME TAX (2) In the case of a foreign life insurance company, 13%3 per
Foreign. centum of its net income from sources within the United States.
Gross income, life SEC. 202. GROSS INCOME OF LIFE INSURANCE COMPANIES.

insurance companies.
"Gross income," de- (a) In the case of a life insurance company the term "gross

fined. income" means the gross amount of income received during the
taxable year from interest, dividends, and rents.

"Reserve funds re- (b) The term "reserve funds required by law " includes, in thequired bylaw." hf s n t
Application of. case of assessment insurance, sums actually deposited by any com-

pany or association with State or Territorial officers pursuant to
law as guaranty or reserve funds, and any funds maintained under
the charter or articles of incorporation of the company or association
exclusively for the payment of claims arising under certificates of
membership or policies issued upon the assessment plan and not
subject to any other use.

Net income.

Deductions from.

Tax-free interest.

Ante, p. 178.

Reserve funds re-
quired by law.

Policies of combined
insurance.

Weekly payment
plan.

Reserves not requir-
ed by law.

Dividends from do-
mestic corporations.

Post, p. 231.

From foreign corpor-
ations.

Ante, p. 208.

Amount for reserves
for deferred dividends.

Investment expenses.
Proviso.
Limitation.

SEC. 203. NET INCOME OF LIFE INSURANCE COMPANIES.
(a) GENERAL RULE.-In the case of a life insurance company the

term "net income " means the gross income less-
(1) TAX-FREE INTEREST.-The amount of interest received dur-

ing the taxable year which under section 22(b) is exempt from
the taxes imposed by this title;

(2) RESEnVE FUNDS.-An amount equal to 4 per centum of the
mean of the reserve funds required by law and held at the begin-
ning and end of the taxable year, except that in the case of any
such reserve fund which is computed at a lower interest assumption
rate, the rate of 33/4 per centum shall be substituted for 4 per
centum. Life insurance companies issuing policies covering life,
health, and accident insurance combined in one policy issued on
the weekly premium payment plan, continuing for life and not
subject to cancellation, shall be allowed, in addition to the above,
a deduction of 33/4 per centum of the mean of such reserve funds
(not required by law) held at the beginning and end of the taxable
year, as the Commissioner finds to be necessary for the protection
of the holders of such policies only;

(3) DIvIDENDS.-The amount received as dividends (A) from a
domestic corporation which is subject to taxation under this title,
other than a corporation entitled to the benefits of section 251,
and other than a corporation organized under the China Trade
Act, 1922, or (B) from any foreign corporation when it is shown
to the satisfaction of the Commissioner that more than 50 per
centum of the gross income of such foreign corporation for the
three-year period ending with the close of its taxable year pre-
ceding the declaration of such dividends (or for such part of such
period as the foreign corporation has been in existence) was
derived from sources within the United States as determined under
section 119;

(4) RESERVE FOR DIVIDENDS.-An amount equal to 2 per centum
of any sums held at the end of the taxable year as a reserve for
dividends (other than dividends payable during the year follow-
ing the taxable year) the payment of which is deferred for a
period of not less than five years from the date of the policy
contract;

(5) INVESTMENT EXPENSES.-Investment expenses paid during
the taxable year: Pr'ovided, That if any general expenses are in
part assigned to or included in the investment expenses, the total
deduction under this paragraph shall not exceed one-fourth of 1 per
centum of the book value of the mean of the invested assets held
at the beginning and end of the taxable year;
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(6) REAL ESTATE EXPENSES.-Taxes and other expenses paid dur- INCOME TAX

ing the taxable year exclusively upon or with respect to the real Taxes, etc., on realty.
estate owned by the company, not including taxes assessed against
local benefits of a kind tending to increase the value of the prop- Exception.
erty assessed, and not including any amount paid out for new
buildings, or for permanent improvements or betterments made
to increase the value of any property. The deduction allowed If tax paid on share-
by this paragraph shall be allowed in the case of taxes imposed holers terest
upon a shareholder of a company upon his interest as shareholder,
which are paid by the company without reimbursement from the
shareholder, but in such cases no deduction shall be allowed the
shareholder for the amount of such taxes;

(7) DEPRECIATION.-A reasonable allowance for the exhaustion, Depreciationofprop.
wear and tear of property, including a reasonable allowance for erty.
obsolescence; and

(8) INTEREST.-All interest paid or accrued within the taxable Interest on indebted.
year on its indebtedness, except on indebtedness incurred or con- Exception.
tinued to purchase or carry obligations or securities (other than
obligations of the United States issued after September 24, 1917,
and originally subscribed for by the taxpayer) the interest upon
which is wholly exempt from taxation under this title.
(b) RENTAL VALUE OF REAL ESTATE.-The deduction under sub- Rental value of real

section (a) (6) or (7) of this section on account of any real estate eseduction ofpropor-
owned and occupied in whole or in part by a life insurance company, tionate part of depreci-
shall be limited to an amount which bears the same ratio to such atonetc., expenses.
deduction (computed without regard to this subsection) as the Determination of.
rental value of the space not so occupied bears to the rental value
of the entire property.

(c) FOREIGN LIFE INSURANCE COMPANIES.-In the case of a foreign Foreignlifeinsurance
life insurance company the amount of its net income for any taxable companies
year from sources within the United States shall be the same pro- ness in United States.
portion of its net income for the taxable year from sources within and
without the United States, which the reserve funds required by
law and held by it at the end of the taxable year upon business
transacted within the United States is of the reserve funds held by
it at the end of the taxable year upon all business transacted.
SEC. 204. INSURANCE COMPANIES OTHER THAN LIFE OR MUTUAL. Insurance companies

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

(1) In the case of such a domestic insurance company, 133/4 per Domesticcompanies.
centum of its net income;

(2) In the case of such a foreign insurance company, 1334 per Foreign companies.
centum of its net income from sources within the United States.
(b) DEFINITION OF INCOME, ETC.-In the case of an insurance Definitionof terms.

company subject to the tax imposed by this section-
(1) GROSS INCOME.--"Gross income" means the sum of (A) "ross income."

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

(2) NET INCOME.-" Net income" means the gross income as "Netncome."
defined in paragraph (1) of this subsection less the deductions
allowed by subsection (c) of this section;

3051°--33 -15
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ICOME TAX (3) INVESTMENT INCOME.-" Investment income" means the
"Investment in- gross amount of income earned during the taxable year from

come." interest, dividends, and rents, computed as follows:
Sources of. To all interest, dividends and rents received during the taxable

year, add interest, dividends and rents due and accrued at the
end of the taxable year, and deduct all interest, dividends and
rents due and accrued at the end of the preceding taxable year;

"Underwriting in- (4) UNDERWRITING INCOME.--" Underwriting income " means the
premiums earned on insurance contracts during the taxable year
less losses incurred and expenses incurred;

"Premiums earned." (5) PREMIUMS EARNED.-" Premiums earned on insurance con-
tracts during the taxable year" means an amount computed as
follows:

Computation of. From the amount of gross premiums written on insurance
contracts during the taxable year, deduct return premiums and
premiums paid for reinsurance. To the result so obtained add
unearned premiums on outstanding business at the end of the
preceding taxable year and deduct unearned premiums on
outstanding business at the end of the taxable year;

"Lossesincurred. (6) LOSSES INCUED.-" Losses incurred " means losses incurred
during the taxable year on insurance contracts, computed as fol-
lows:

Computation of. To losses paid during the taxable year, add salvage and reinsur-
ance recoverable outstanding at the end of the preceding taxable
year, and deduct salvage and reinsurance recoverable outstanding
at the end of the taxable year. To the result so obtained add all
unpaid losses outstanding at the end of the taxable year and
deduct unpaid losses outstanding at the end of the preceding tax-
able year;

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

Computation of To all expenses paid during the taxable year add expenses
unpaid at the end of the taxable year and deduct expenses unpaid
at the end of the preceding taxable year. For the purpose of com-
puting the net income subject to the tax imposed by this section
there shall be deducted from expenses incurred as defined in this
paragraph all expenses incurred which are not allowed as deduc-
tions by subsection (c) of this section.

Dedct ionsoeallowed (c) DEDUCTIONS ALLOWED.-In computing the net income of an
insurance company subject to the tax imposed by this section there
shall be allowed as deductions:

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

Interest. (2) All interest as provided in section 23(b);
Taxes. 3) Taxes as provided in section 23 (c),
Losses. 4) Losses incurred as defined in subsection (b) (6) of this

section;
Losses from sales. (5) Losses sustained during the taxable year from the sale or

other disposition of property;
worthless debts. (6) Bad debts in the nature of agency balances and bills receiv-

able ascertained to be worthless and charged off within the taxable
year;

Doividends from or- (7) The amount received as dividends from corporations as
provided in section 23 (p);

Exemptinterest. (8) The amount of interest earned during the taxable year which
e. P. 178. under section 22(b) (4) is exempt from the taxes imposed by this
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title, and the amount of interest allowed as a credit under section INCOt E TAX
26; Ante, p. 185.

(9) A reasonable allowance for the exhaustion, wear and tear Exhaustion, etc
of property, as provided in section 23 (k). property.
(d) DEDUCTIONS OF FOREIGN CORPORATIONS.-In the case of a for- Deductions allc

eign corporation the deductions allowed in this section shall be United tatesrbusiu

allowed to the extent provided in Supplement I. Pos
t, p. 229.

(e) DOUBLE DEDUCTIONs.-Nothing in this section shall be con- hDibp 1cations
strued to permit the same item to be twice deducted.
SEC. 205. NET LOSSES. Net losses.

The benefit of the special deduction for net losses allowed by dAllowance of spth 1deductions for.
section 117 shall be allowed to insurance companies subject to the Ante, pp. 207,223
tax imposed by section 201 or 204, under regulations prescribed by
the Commissioner with the approval of the Secretary.
SEC. 206. TAXES OF FOREIGN COUNTRIES AND POSSESSIONS OF Foreign taxes.

UNITED STATES.
The amount of income, war-profits, and excess-profits taxes im- Credit for, allo

posed by foreign countries or possessions of the United States shall companies.
be allowed as a credit against the tax of a domestic insurance cor- Ante pp.223, 

2
2

pany subject to the tax imposed by section 201 or 204, to the extent
provided in the case of a domestic corporation in section 131, and An, p. 211.

in such cases "net income" as used in that section means the net
income as defined in this Supplement.
SEC. 207. COMPUTATION OF GROSS INCOME. Gross income.

Computation.The gross income of insurance companies subject to the tax imposed Ante, pp. 208,223,
by section 201 or 204 shall not be determined in the manner provided
in section 119.

., of
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s for
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SEC. 208. MUTUAL INSURANCE COMPANIES OTHER THAN LIFE. Mutual insurancecompanies other than
(a) APPLICATION OF TITLE.-Mutual insurance companies, other life

Taxable as other
than life insurance companies, shall be taxable in the same manner corporations.
as other corporations, except as hereinafter provided in this section.

(b) GRoss INCOME.-Mutual marine-insurance companies shall Gross income, in-cludes premiums less
include in gross income the gross premiums collected and received reinsurance.
by them less amounts paid for reinsurance.

(c) DEDUCTIONS.-In addition to the deductions allowed to corpo- Additional deduc-
rations by section 23 the following deductions to insurance com- Ante, p. 179.

panies shall also be allowed, unless otherwise allowed-
(1) MUTUAL INSURANCE COMPANIES OTHER THAN LIFE INSUR- companies.

ANCE.-In the case of mutual insurance companies other than life
insurance companies-

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

(B) the sums other than dividends paid within the taxable contlys.d annuity
year on policy and annuity contracts.
(2) MUTUAL MARINE INSURANCE COMPANIES.--In the case of surance omamesin

mutual marine insurance companies, in addition to the deductions Repayments to poli-
allowed in paragraph (1) of this subsection, unless otherwise cyholde

allowed, amounts repaid to policyholders on account of pre-
miums previously paid by them, and interest paid upon such
amounts between the ascertainment and the payment thereof;

(3) MUTUAL INSURANCE COMPANIES OTHER THAN LIFE AND thanlifeandmarine.

MARINE.-In the case of mutual insurance companies (including turemiumdepositsre-
interinsurers and reciprocal underwriters, but not including
mutual life or mutual marine insurance companies) requiring
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their members to make premium deposits to provide for losses and
expenses, the amount of premium deposits returned to their policy-
holders and the amount of premium deposits retained for the
payment of losses, expenses, and reinsurance reserves.

Supplement H-Nonresident Alien Individuals
Normal tax. SEC. 211. NORMAL TAX.

ate (a) GENERAL RuiT.-In the case of a nonresident alien individual
who is not a resident of a contiguous country, the normal tax shall
be 8 per centum of the amount of the net income in excess of the
credits against net income allowed to such individual.

uoRsiduntri contig- (b) ALIENS RESIDENT IN CONTIGUOUS COUNTRIES.-In the case
of an alien individual resident in a contiguous country, the normal
tax shall be an amount equal to the sum of the following:

peronal services in (1) 4 per centum of the amount by which the part of the net
United States income attributable to wages, salaries, professional fees, or other

amounts received as compensation for personal services actually
performed in the United States, exceeds the personal exemption
and credit for dependents; but the amount taxable at such 4 per

Additionalnexcess. centum rate shall not exceed $4,000; and
(2) 8 per centum of the amount of the net income in excess

of the sum of (A) the amount taxed under paragraph (1) of this
subsection plus (B) the total credits against net income allowed to
such individual.

Ante,f 174x. (c) IN LIEU OF NORMAL TAX UNDER SECTION 11.-The tax imposed
by this section shall be in lieu of the normal tax imposed by sec-
tion 11.

rossncome.ni SEC. 212. GROSS INCOME.Includes ornly United
tates sources. (a) GENERAL RrUL.-In the case of a nonresident alien individual

gross income includes only the gross income from sources within the
United States.

shipoperation exempt (b) SHIPS UNDER FOREIGN FiG.-The income of a nonresident
fom taxation. alien individual which consists exclusively of earnings derived from

the operation of a ship or ships documented under the laws of a
foreign country which grants an equivalent exemption to citizens
of the United States and to corporations organized in the United
States, shall not be included in gross income and shall be exempt
from taxation under this title.

Dedutions SEC. 213. DEDUCTIONS.
Allowed only if conn

neeted with income (a) GENERAL RuLE.-In the case of a nonresident alien individual
from United Sttes the deductions shall be allowed only if and to the extent that they

are connected with income from sources within the United States;
and the proper apportionment and allocation of the deductions with

Anc, p. respect to sources of income within and without the United States
shall be determined as provided in section 119, under rules and
regulations prescribed by the Commissioner with the approval of the

. Secretary.
' , (b) LOSSES.-Not connected with (bi LOSSES.

trade or busines 1) The deduction, for losses not connected with the trade or
business if incurred in transactions entered into for profit, allowed
by section 23 (e) (2) shall be allowed whether or not connected

Atc,p. 8. with income from sources within the United States, but only if
the profit, if such transaction had resulted in a profit, would be
taxable under this title.Casualty, etc., losses (2, The deduction

not connected .it (2) The deduction for losses of property not connected with
business. the trade or business if arising from certain casualties or theft,

allowed by section 23 (e) (3), shall be allowed whether or not
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connected with income from sources within the United States, but INCOME TAX

only if the loss is of property within the United States.
(c) CHARITABLE, ETC., CONTRIBUTIONS.-The so-called "charitable Charitable, etc., con-

tributions allowed onlycontribution " deduction allowed by section 23 (n) shall be allowed to domestic corpora-
whether or not connected with income from sources within the tio"s, etc.
United States, but only as to contributions or gifts made to domestic
corporations, or to community chests, funds, or foundations, created
in the United States, or to the vocational rehabilitation fund.
SEC. 214. CREDITS AGAINST NET INCOME. Credits against netincome.

In the case of a nonresident alien individual the personal 2xemp- Personal exemption.
tion allowed by section 25 (c) of this title shall be only $1,000. The For dependents if
credit for dependents allowed by section 25 (d) shall not be allowed trom conti coun-
in the case of a nonresident alien individual unless he is a resident
of a contiguous country.
SEC. 215. ALLOWANCE OR DEDUCTIONS AND CREDITS. Allowance or deduc-

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

(b) TAX WITHHELD AT SOURCE.-The benefit of the personal cresnal exemptioncredits, etc., by filing
exemption and credit for dependents, and of the reduced rate of tax claim with withholding
provided for in section 211 (b), may, in the discretion of the Com- agent, p. 2.
missioner and under regulations prescribed by him with the approval
of the Secretary, be received by a nonresident alien individual
entitled thereto, by filing a claim therefor with the withholding
agent.
SEC. 216. CREDITS AGAINST TAX. Credits against tax.

A nonresident alien individual shall not be allowed the credits No allowance for, of
against the tax for taxes of foreign countries and possessions of the Ante, pg 211"nt
United States allowed by section 131.
SEC. 217. RETURNS. Returns.

In the case of a nonresident alien individual the return, in lieu
of the time prescribed in section 53 (a) (1), shall be made on or Ante, p. I8
before the fifteenth day of the sixth month following the close of
the fiscal year, or, if the return is made on the basis of the calendar
year, then on or before the fifteenth day of June.
SEC. 218. PAYMENT OF TAX. Paymentof tax.

(a) TIME OF PAYMENT.-In the case of a nonresident alien indi- Timedesignated.

vidual the total amount of tax imposed by this title shall be paid, Ante, p.189.

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

(b) WITHHOLDING AT SOURCE.-For withholding at source of tax Withholding at
source.on income of nonresident aliens, see section 143. Ante, p. 215.

Supplement I-Foreign Corporations Foreign corporations.

SEC. 231. GROSS INCOME. Gross income.

(a) GENERAL RULE.-In the case of a foreign corporation gross From United States
income includes only the gross income from sources within the sourcesonly.
United States.
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INCOME TAX (b) SHIPS UNDER FOREIGN FLAG.-The income of a foreign cor-
Exemption of ships poration, which consists exclusively of earnings derived from theConditions. operation of a ship or ships documented under the laws of a foreign

country which grants an equivalent exemption to citizens of theUnited States and to corporations organized in the United States,
shall not be included in gross income and shall be exempt from
taxation under this title.

Deductions. SEC. 232. DEDUCTIONS.
Allowed only on in- In the case of a foreign corporation the deductions shall be allowed

s fres Un ted only if and to the extent that they are connected with income fromApportionment. sources within the United States; and the proper apportionment andallocation of the deductions with respect to sources within and
without the United States shall be determined as provided in section

Ante,p. 20 119, under rules and regulations prescribed by the Commissioner
with the approval of the Secretary.

Allowance of dedue- SEC. 233. ALLOWANCE OF DEDUCTIONS AND CREDITS.tions and credits,.
enefit of, only by A foreign corporation shall receive the benefit of the deductionsfiling return of all in-

come from United and credits allowed to it in this title only by filing or causing to beStatessources. filed with the collector a true and accurate return of its total income
received from all sources in the United States, in the manner pre-scribed in this title; including therein all the information whichthe Commissioner may deem necessary for the calculation of suchdeductions and credits.

Credits against tax. SEC. 234. CREDITS AGAINST TAX.
No allowance for, of Foreign corporations shall not be allowed the credits against theforeign governments.
Ante, p.211. tax for taxes of foreign countries and possessions of the UnitedStates allowed by section 131.
Returns. SEC. 235. RETURNS.
Time for fling. In the case of a foreign corporation not having any office or placeof business in the United States the return, in lieu of the timeAnte, p. 188. prescribed in section 53(a) (1), shall be made on or before the fif-

teenth day of the sixth month following the close of the fiscal year,
Return by agent. or, if the return is made on the basis of the calendar year then on orbefore the fifteenth day of June. If any foreign corporation hasno office or place of business in the United States but has an agentin the United States, the return shall be made by the agent.
Payment of tax. SEC. 236. PAYMENT OF TAX.
nTmespecifled. (a) TIMiE OF PAYrENTr.-In the case of a foreign corporation nothaving any office or place of business in the United States the totalamount of tax imposed by this title shall be paid, in lieu of the time
Ante,p. 18 prescribed in section 56(a), on the fifteenth day of June followingthe close of the calendar year, or, if the return should be made onthe basis of a fiscal year, then on the fifteenth day of the sixthmonth following the close of the fiscal year.
Withholding tax at (b) WITIHHIOLDING AT SOURCE.-For withholding at source of tax

SAnte p. 215. on income of foreign corporations, see section 143.
Foreign insurance SEC. 237. FOREIGN INSURANCE COMPANIES.
peavision. For special provisions relating to foreign insurance companies,Ante, p. 223. see Supplement G.

Affiliation. SEC. 238. AFFILIATION.
reign cororations. A foeign corporation shall not be deemed to be affiliated with anyother corporation within the meaning of section 141.
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Supplement J-Possessions of the United States INCOME TAX

Possessions of theSEC. 251. INCOME FROM SOURCES WITHIN POSSESSIONS OF United States.
UNITED STATES. Income from sourcesUNITED STATES. within.

(a) GENERAL RULE.-In the case of citizens of the United States Gross income of citi-
or domestic corporations, satisfying the following conditions, gross eset
income means only gross income from sources within the United
States-

(1) If 80 per centum or more of the gross income of such citizen If 80 per cent derived
from United Statesor domestic corporation (computed without the benefit of this sources.

section), for the three-year period immediately preceding the close
of the taxable year (or for such part of such period immediately
preceding the close of such taxable year as may be applicable)
was derived from sources within a possession of the United States;
and

(2) If, in the case of such corporation, 50 per centum or more If corporation deriv-
of its gross income (computed without the benefit of this section) uiess therein.t from
for such period or such part thereof was derived from the active
conduct of a trade or business within a possession of the United
States; or

(3) If, in case of such citizen, 50 per centum or more of his eI citizen derived 50
cent from active

gross income (computed without the benefit of this section) for businesstherein.
such period or such part thereof was derived from the active con-
duct of a trade or business within a possession of the United
States either on his own account or as an employee or agent of
another.
(b) AMOUNTS RECEIVED IN UNITED STATES.-Notwithstanding Amunt received n

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

(c) DEFINITION.-As used in this section the term " possession Status of Virgin
of the United States" does not include the Virgin Islands of the
United States.

(d) DEDUCTIONS.- Deductions.
(1) Citizens of the United States entitled to the benefits of Citizens allowed

same benefits as non-
this section shall have the same deductions as are allowed by Sup- residents.
plement H in the case of a nonresident alien individual. Ant

e, p. 228
(2) Domestic corporations entitled to the benefits of this tDomnestic corpora-

section shall have the same deductions as are allowed by Supple- Ante, p. 22.

ment I in the case of a foreign corporation.
(e) CREDITS AGAINST NET INCOME.-A citizen of the United States Credits against net

entitled to the benefits of this section shall be allowed a personal Personal exemption
exemption of only $1,000 and shall not be allowed the credit for toAsiens.14.
dependents provided in section 25 (d).

(f) ALLOWANCE OF DEDUCTIONS AND CREDITs.-Citizens of the Alowance of deduc-
tions by filing return of

United States and domestic corporations entitled to the benefits of totalincome.
this section shall receive the benefit of the deductions and credits
allowed to them in this title only by filing or causing to be filed
with the collector a true and accurate return of their total income
received from all sources in the United States, in the manner pre-
scribed in this title; including therein all the information which the
Commissioner may deem necessary for the calculation of such
deductions and credits.t ta

(g) CREDITS AGAINST TAX.-Persons entitled to the benefits of No alowane for, of
this section shall not be allowed the credits against the tax for taxes foreigncountries.
of foreign countries and possessions of the United States allowed by Aite, p. 211.
section 131.
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INCOME TX (h) AFFILIATION.-A corporation entitled to the benefits of this
ility to or- section shall not be deemed to be affiliated with any other corpora-

porations. 213. tion within the meaning of section 141.Ante, p. 213.
Citizens of Posses- SEC. 252. CITIZENS OF POSSESSIONS OF UNITED STATES.

Boins of United States.
Taxation of non- (a) Any individual who is a citizen of any possession of the

resident of United United States (but not otherwise a citizen of the United States)States if citizen of pos-
session. and who is not a resident of the United States, shall be subject to

taxation under this title only as to income derived from sources
within the United States, and in such case the tax shall be com-
puted and paid in the same manner and subject to the same
conditions as in the case of other persons who are taxable only as to
income derived from such sources.

VirginIslands. (b) Nothing in this section shall be construed to alter or amend
notaymtentd. the provisiots of the Act entitled "An Act making appropriations

Vol. 42, p. 123. for the naval service for the fiscal year ending June 30, 1922, and
for other purposes," approved July 12, 1921, relating to the imposi-
tion of income taxes in the Virgin Islands of the United States.

China Trade Act
Corporations.

Credits against net
income.

Computation and
proportion of.

Ante, p. 177.

Ante, p. 208.

Proioso.
Limitation.
Ante, p. 177.

Special dividends.
Conditions,

Credit subject to spe-
cial dividend to resi-
dents of China, etc.

Additional to all
other payments.

Proportionate distri-
bution to stock owned.

Definition of stock
ownership.

Supplement K-China Trade Act Corporations

SEC. 261. CREDIT AGAINST NET INCOME.
(a) ALLOWANCE or CREDrr.--For the purpose only of the tax

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

(b) SPECIAL DIVIDEND.-Such credit shall not be allowed unless
the Secretary of Commerce has certified to the Commissioner-

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

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

(3) That such distribution has been made to or for the benefit
of such persons in proportion to the par value of the shares of
stock of the corporation owned by each; except that if the cor-
poration has more than one class of stock, the certificates shall
contain a statement that the articles of incorporation provide a
method for the apportionment of such special dividend among
such persons, and that the amount certified has been distributed
in accordance with the method so provided.
(c) OwrESHIP or STOCK.-For the purposes of this section shares

of stock of a corporation shall be considered to be owned by the
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person in whom the equitable right to the income from such shares INCOME TAX
is in good faith vested.

(d) DEFINITION OF CHINA.-As used in this section the term Meaning of "China."
"China " shall have the same meaning as when used in the China Vol.42,p. 849.
Trade Act, 1922.
SEC. 262. CREDITS AGAINST THE TAX. Credits against tax.

A corporation organized under the China Trade Act, 1922, shall foreignountries.f f
not be allowed the credits against the tax for taxes of foreign coun- Ante, p. 211.
tries and possessions of the United States allowed by section 131.
SEC. 263. AFFILIATION. Afiliation.

A corporation organized under the China Trade Act, 1922, shall coporatfo.' li
her e to

not be deemed to be affiliated with any other corporation within the Ante, p. 213.
meaning of section 141.
SEC. 264. INCOME OF SHAREHOLDERS. Income of sharehold-

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

Ante, p. 204.Supplement L-Assessment and Collection of Deficiencies Assessme2n and col-
lection of deficiencies.

S'EC. 271. DEFINITION OF DEFICIENCY. "Deficiency" defined.
As used in this title in respect of a tax imposed by this title

"deficiency " means-
(a) The amount by which the tax imposed by this title exceeds Amount tax imposed

exceeds return by tax-the amount shown as the tax by the taxpayer upon his return; but pxa e tur y t x.
the amount so shown on the return shall first be increased by the
amounts previously assessed (or collected without assessment) as a
deficiency, and decreased by the amounts previously abated, credited,
refunded, or otherwise repaid in respect of such tax; or

(b) If no amount is shown as the tax by the taxpayer upon his Amount tax exceeds
return, or if no return is made by the taxpayer, then the amount by previous assessment
which the tax exceeds the amounts previously assessed (or collected
without assessment) as a deficiency; but such amounts previously
assessed, or collected without assessment, shall first be decreased by
the amounts previously abated, credited, refunded, or otherwise
repaid in respect of such tax.
SEC. 272. PROCEDURE IN GENERAL. Procedure In general.

(a) PETITION TO BOARD OF TAX APPEALS.-If in the case of any tot e deficiency
taxpayer, the Commissioner determines that there is a deficiency in
respect of the tax imposed by this title, the Commissioner is author-
ized to send notice of such deficiency to the taxpayer by registered
mail. Within 60 days after such notice is mailed (not counting Tax Appeals for re-
Sunday as the sixtieth day), the taxpayer may file a petition with determination.
the Board of Tax Appeals for a redetermination of the deficiency.
No assessment of a deficiency in respect of the tax imposed by this No assessment untilnotice mailed to tax-title and no distraint or proceeding in court for its collection shall payer.
be made, begun, or prosecuted until such notice has been mailed to
the taxpayer, nor until the expiration of such 60-day period, nor, if
a petition has been filed with the Board, until the decision of the Orpetition filed
Board has become final. Notwithstanding the provisions of section anjunctionto restrain
3224 of the Revised Statutes the making of such assessment or the R. S.,sec 3224, p.619.
beginning of such proceeding or distraint during the time such
prohibition is in force may be enjoined by a proceeding in the proper
court.

For exceptions to the restrictions imposed by this subsection, see- tioEnePtiontosrectric
(1) Subsection (d) of this section, relating to waivers by the waivers

taxpayer;
(2) Subsection (f) of this section, relating to notifications of ErrOTS-

mathematical errors appearing upon the face of the return;
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INCOME TAX (3) Section 273, relating to jeopardy assessments;
meopardy s ses s

- (4) Section 274, relating to bankruptcy and receiverships; and
Bankruptcy, etc., p. (5) Section 1001 of the Revenue Act of 1926, as amended, relat-
Assessment of deft- ing to assessment or collection of the amount of the deficiency
Voie.4p,, pp. 1determined by the Board pending court review.
Collection of deft- (b) COLLECTION OF DEFICIENCY FOUND BY BOARD.-If the taxpayer

ciency found by board. files a petition with the Board, the entire amount redetermined as
the deficiency by the decision of the Board which has become final
shall be assessed and shall be paid upon notice and demand from the
collector. No part of the amount determined as a deficiency by the

Disalowanenotcol- Commissioner but disallowed as such by the decision of the Board
which has become final shall be assessed or be collected by distraint
or by proceeding in court with or without assessment.

Payment on demand (c) FAILURE TO FILE PETITION.-If the taxpayer does not file a
ipe petition with the Board within the time prescribed in subsection

(a) of this section, the deficiency, notice of which has been mailed to
the taxpayer, shall be assessed, and shall be paid upon notice and
demand from the collector.

byWtaxerofretricti (d) WAIVER OF RESTRICTIONS.-The taxpayer shall at any time
have the right, by a signed notice in writing filed with the Commis-
sioner, to waive the restrictions provided in subsection (a) of this
section on the assessment and collection of the whole or any part of
the deficiency.Increase of defici the deficiency.

after noticemailed". (e) INCREASE OF DEFICIENCY AFTER NOTICE MAILED.-The Board
shall have jurisdiction to redetermine the correct amount of the
deficiency even if the amount so redetermined is greater than the
amount of the deficiency, notice of which has been mailed to the tax-

ondition payer, and to determine whether any penalty, additional amount or
addition to the tax should be assessed-if claim therefor is asserted
bRe the Commissioner at or before the hearing or a rehearing.

onRetertinin hreafter (f) FURTHER DEFICIENCY LETTERS RESTRICTED--If the Com-
cency after notice. missioner has mailed to the taxpayer notice of a deficiency

as provided in subsection (a) of this section, and the taxpayer
files a petition with the Board within the time prescribed
in such subsection, the Commissioner shall have no right to

Exception. determine any additional deficiency in respect of the same taxable
year, except in the case of fraud, and except as provided in sub-
section (e) of this section, relating to assertion of greater

Post . cldeficiencies before the Board, or in section 273 (c), relating to the
making of jeopardy assessments. If the taxpayer is notified that,

notconsidereda otieor on account of a mathematical error appearing upon the face of the
ofdeficiency. return, an amount of tax in excess of that shown upon the return

is due, and that an assessment of the tax has been or will be made
on the basis of what would have been the correct amount of tax but
for the mathematical error, such notice shall not be considered (for
the purposes of this subsection, or of subsection (a) of this section,

Post, .242. prohibiting assessment and collection until notice of deficiency has
editsorrefuds been mailed, or of section 322 (c), prohibiting credits or refunds

after petition to the Board of Tax Appeals) as a notice of a defi-
ciency, and the taxpayer shall have no right to file a petition with
the Board based on such notice, nor shall such assessment or col-
lection be prohibited by the provisions of subsection (a) of this
section.

otheur taxabl ears (g) JURISDICTION OVER OTHER TAXABLE YEARS.-The Board in
redetermining a deficiency in respect of any taxable year shall con-
sider such facts with relation to the taxes for other taxable years
as may be necessary correctly to redetermine the amount of such

Limitation. deficiency, but in so doing shall have no jurisdiction to determine
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whether or not the tax for any other taxable year has been overpaid INCOME TAX

or underpaid.
(h) FINAL DECISIONS OF BOARD.-For the purposes of this title Final decisions of

the date on which a decision of the Board becomes final shall beoard
determined according to the provisions of section 1005 of the Reve- vol.44,p.110.
nue Act of 1926.

(i) PRORATING OF DEFICIENCY TO INSTALLMENTS.--If the taxpayer Prorating of defi-
has elected to pay the tax in installments and a deficiency has been clency to nstallments-

assessed, the deficiency shall be prorated to the four installments.
Except as provided in section 273 (relating to jeopardy assess-
ments), that part of the deficiency so prorated to any installment
the date for payment of which has not arrived, shall be collected
at the same time as and as part of such installment. That part of
the deficiency so prorated to any installment the date for payment
of which has arrived, shall be paid upon notice and demand from
the collector.

(j) EXTENSION OF TIME FOR PAYMENT OF DEFICIENCIES.-Where Extension for pay-
ments allowed, to avoid

it is shown to the satisfaction of the Commissioner that the pay- unduehardship.
ment of a deficiency upon the date prescribed for the payment
thereof will result in undue hardship to the taxpayer the Commis-
sioner, with the approval of the Secretary (except where the defi-
ciency is due to negligence, to intentional disregard of rules and
regulations, or to fraud with intent to evade tax), may grant an
extension for the payment of such deficiency or any part thereof
for a period not in excess of eighteen months, and, in exceptional
cases, for a further period not in excess of twelve months. If an
extension is granted, the Commissioner may require the taxpayer to
furnish a bond in such amount, not exceeding double the amount of Bond required.
the deficiency, and with such sureties, as the Commissioner deems
necessary, conditioned upon the payment of the deficiency in
accordance with the terms of the extension.

(k) ADDRESS FOR NOTICE OF DEFICIENCY.-In the absence of Address for notice of

notice to the Commissioner under section 312 (a) of the existence of a Post, p. 312.

fiduciary relationship, notice of a deficiency in respect of a tax
imposed by this title, if mailed to the taxpayer at his last known
address, shall be sufficient for the purposes of this title even if such
taxpayer is deceased, or is under a legal disability, or, in the case
of a corporation, has terminated its existence.
SEC. 273. JEOPARDY ASSESSMENTS. Jeopardy assess-

ments.
(a) AUTHORITY FOR MAKING.-If the Commissioner believes that Deficiency imme-

the assessment or collection of a deficiency will be jeopardized by adiadi y'eds lyieo-
delay, he shall immediately assess such deficiency (together with all
interest, additional amounts, or additions to the tax provided for by
law) and notice and demand shall be made by the collector for the
payment thereof.

(b) DEFICIENCY LETTERS.-If the jeopardy assessment is made Deficiency letters.
before any notice in respect of the tax to which the jeopardy assess- Not

l
ce to be mailed

ment relates has been mailed under section 272(a), then the Com-
missioner shall mail a notice under such subsection within 60 days
after the making of the assessment.

(c) AMOUNT ASSESSABLE BEFORE DECISION OF BOARD.-The Amount assessable
before decision of

jeopardy assessment may be made in respect of a deficiency greater Board.

or less than that notice of which has been mailed to the taxpayer,
despite the provisions of section 272(f) prohibiting the determia-
tion of additional deficiencies, and whether or not the taxpayer has
theretofore filed a petition with the Board of Tax Appeals. The Boardtoredetermine
Commissioner shall notify the Board of the amount of such assess- onnotice.
ment, if the petition is filed with the Board before the making of
the assessment or is subsequently filed, and the Board shall have
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INCOME TAX jurisdiction to redetermine the entire amount of the deficiency and
of all amounts assessed at the same time in connection therewith.

Amount assessable (d) AMOUNT ASSESSABLE AFTER DECISION OF BOARD.-If. the
after decision of Board.

jeopardy assessment is made after the decision of the Board is
rendered such assessment may be made only in respect of the defi-
ciency determined by the Board in its decision.

Board's final decision, (e) EXPIRATION OF RIGHT TO AssEss.-A jeopardy assessment may
etc. not be made after the decision of the Board has become final or after

the taxpayer has filed a petition for review of the decision of the
Board.

tiod to stay colle (f) BOND TO STAY COLLECTION.-When a jeopardy assessment has
been made the taxpayer, within 10 days after notice and demand
from the collector for the payment of the amount of the assessment,
may obtain a stay of collection of the whole or any part of the
amount of the assessment by filing with the collector a bond in such
amount, not exceeding double the amount as to which the stay is
desired, and with such sureties, as the collector deems necessary,

Conditions. conditioned upon the payment of so much of the amount, the col-
Post,p. 240. lection of which is stayed by the bond, as is not abated by a decision

of the Board which has become final, together with interest thereon
as provided in section 297.

bond given before filing (g) SA -F T R given
petition. the taxpayer has filed his petition with the Board under section

272 (a), the bond shall contain a further condition that if a petition
is not fled within the period provided in such subsection, then the
amount the collection of which is stayed by the bond will be paid on
notice and demand at any time after the expiration of such period,
together with interest thereon at the rate of 6 per centum per annum
from the date of the jeopardy notice and demand to the date of

stay of cti f notice and demand under this subsection.
part covered by bond. (h) WAIER OF STAY.-Upon the filing of the bond the collection

of so much of the amount assessed as is covered by the bond shall be
Effect of waiver of stayed. The taxpayer shall have the right to waive such stay at any

time in respect of the whole or any part of the amount covered by
the bond, and if as a result of such waiver any part of the amount
covered by the bond is paid, then the bond shall, at the request of
the taxpayer, be proportionately reduced. If the Board determines
that the amount assessed is greater than the amount which should
have been assessed, then when the decision of the Board is rendered
the bond shall, at the request of the taxpayer, be proportionately
reduced.

amCoeounts.n upaid (i) COLECTiON OF UNPAID Al rNT.-nVhen the petition has
When decision of been filed with the Board and when the amount which should have

been assessed has been determined by a decision of the Board which
has become final, then any unpaid portion, the collection of which
has been stayed by the bond, shall be collected as part of the tax
upon notice and demand from the collector, and any remaining
portion of the assessment shall be abated. If the amount already
collected exceeds the amount determined as the amount which should

.Pot,p r2.nd have been assessed, such excess shall be credited or refunded to the
Collection of greater taxpayer as provided in section 322, without the filing of claim

assessment. therefor. If the amount determined as the amount which should
have been assessed is greater than the amount actually assessed, then
the difference shall be assessed and shall be collected as part of the

other b tax upon notice and demand from the collector.
laimtobtemed. (j) CLAIMS IN ABATEMENT.-NO claim in abatement shall be filed

in respect of any assessment in respect of any tax imposed by this
title.
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SEC. 274. BANKRUPTCY AND RECEIVERSHIPS. INCOME TAX

(a) IMMEDIATE ASSESSMENT.-Upon the adjudication of bank- Bankruptcy and re-
ruptcy of any taxpayer in any bankruptcy proceeding or the appoint- Comediate assess-

ment of a receiver for any taxpayer in any receivership proceeding ment of tax deficiency

before any court of the United States or of any State or Territory
or of the District of Columbia, any deficiency (together with all
interest, additional amounts, or additions to the tax provided for by
law) determined by the Commissioner in respect of a tax imposed
by this title upon such taxpayer shall, despite the restrictions
imposed by section 272 (a) upon assessments be immediately assessed
if such deficiency has not theretofore been assessed in accordance Adjudicationof claim
with law. Claims for the deficiency and such interest, additional bycourt.
amounts and additions to the tax may be presented, for adjudication
in accordance with law, to the court before which the bankruptcy
or receivership proceeding is pending, despite the pendency of pro-
ceedings for the redetermination of the deficiency in pursuance of a
petition to the Board; but no petition for any such redetermination
shall be filed with the Board after the adjudication of bankruptcy
or the appointment of the receiver.

(b) UNPAID CLAIMs.-Any portion of the claim allowed in such Unpaid claims.

bankruptcy or receivership proceeding which is unpaid shall be aclletin court prom

paid by the taxpayer upon notice and demand from the collector ceedings.

after the termination of such proceeding, and may be collected by
distraint or proceeding in court within six years after termination
of such proceeding. Extensions of time for such payment may be Antmee, 2;Post, p.

had in the same manner and subject to the same provisions and 240
limitations as are provided in section 272(j) and section 296 in the
case of a deficiency in a tax imposed by this title.

Period of limitation
SEC. 275. PERIOD OF LIMITATION UPON ASSESSMENT AND COL- upon assent and

LECTION. collection.

Except as provided in section 276- Post, p. 238.
(a) GENERAL RuLE.-The amount of income taxes imposed by twAsesrsent within

this title shall be assessed within two years after the return was
filed, and no proceeding in court without assessment for the collec-
tion of such taxes shall be begun after the expiration of such period.

(b) REQUEST FOR PROMPT ASSESSMENT.-In the case of income Requests for prompt
received during the lifetime of a decedent, or by his estate during aefuiary repre-

the period of administration, or by a corporation, the tax shall be sentatives.

assessed, and any proceeding in court without assessment for the
collection of such tax shall be begun, within one year after written
request therefor (filed after the return is made) by the executor,
administrator, or other fiduciary representing the estate of such
decedent, or by the corporation, but not after the expiration of two Applicability to cor-
years after the return was filed. This subsection shall not apply porations.

in the case of a corporation unless- Exceptions.

(1) Such written request notifies the Commissioner that the Dissolution contem-
corporation contemplates dissolution at or before the expiration plated.

of such year; and
(2) The dissolution is in good faith begun before the expiration Dissolved in goodfaith before year ex-

of such year; and pires.
(3) The dissolution is completed. Dissolution complet-

(C) CORPORATION AND SHAREHOLDER.-If a corporation makes no orporation mng
return of the tax imposed by this title, but each of the shareholders no return.
includes in his return his distributive share of the net income of the yea^ ment in hfour
corporation, then the tax of the corporation shall be assessed within ers returns.
four years after the last date on which any such shareholder's return
was filed.

237
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INCOME TAX SEC. 276. SAME-EXCEPTIONS.
Exceptions.r (a) FALSE RETURN OR NO RETURN.-In the case of a false or

ret rur fraudulent return with intent to evade tax or of a failure to file a
Assessmentin aseof. return the tax may be assessed, or a proceeding in court for the

collection of such tax may be begun without assessment, at any time.
waivers. (b) WAIERs.-Where before the expiration of the time pre-At any time with

writtenconsentofCoin- scribed in section 275 for the assessment of the tax, both the Commis-
mn4tep. 237. sioner and the taxpayer have consented in writing to its assessment

after such time, the tax may be assessed at any time prior to the
expiration of the period agreed upon. The period so agreed upon
may be extended by subsequent agreements in writing made before
the expiration of the period previously agreed upon.

Collection after as- (c) COLLExCTIONr AFTER ASSESSMENT.-Where the assessment of any
income tax imposed by this title has been made within the period of

By distraint. limitation properly applicable thereto, such tax may be collected
Time limit. by distraint or by a proceeding in court, but only if begun (1) within

six years after the assessment of the tax, or (2) prior to the expira-
tion of any period for collection agreed upon in writing by the Com-
missioner and the taxpayer before the expiration of such six-year

Extension. period. The period so agreed upon may be extended by subsequent
agreements in writing made before the expiration of the period pre-
viously agreed upon.

Statuteoflimitations. SEC. 277. SUSPENSION OF RUNNING OF STATUTE.
ensionn of rn- The running of the statute of limitations provided in section 275

or 276 on the making of assessments and the beginning of distraint
or a proceeding in court for collection, in respect of any deficiency,

Ante, p. 233. shall (after the mailing of a notice under section 27 2(a) ) be sus-
pended for the period during which the Commissioner is prohibited
from making the assessment or beginning distraint or a proceeding

Until decision of in court (and in any event, if a proceeding in respect of the defi-
oar, et ciency is placed on the docket of the Board, until the decision of the

Board becomes final), and for 60 days thereafter.

Iterio st ad addi- Supplement M-Interest and Additions to the Tax
Failure to fil return. SEC. 291, FAILURE TO FILE RETURN.

osedti.na tax im- In case of any failure to make and file a return required by this
title, within the time prescribed by law or prescribed by the Commis-
sioner in pursl uance of law, 25 per centuml of the tax shall be added

if fxluti not wiltful to the tax, except that when a return is filed after such time and itneglect. is shown that the failure to file it was due to reasonable cause and
not due to willful neglect no such addition shall be made to the tax.

Collection. The amount so added to any tax shall be collected at the same time
and in the same manner and as a part of the tax unless the tax has
been paid before the discovery of the neglect, in which case the
amount so added shall be collected in the same manner as the tax.

inleuofflerlely. The amount added to the tax under this section shall be in lieu of
the 25 per centum addition to the tax provided in section 3176 of the
Revised Statutes, as amended.

Interest on defi- SEC. 292. INTEREST ON DEFICIENCIES.
ciencies.Assessment and rate. Interest upon the amount determined as a deficiency shall be

assessed at the same time as the deficiency, shall be paid upon notice
and demand from the collector, and shall be collected as a part of
the tax, at the rate of 6 per centum per annum from the date pre-
scribed for the payment of the tax (or, if the tax is paid in install-
ments, from the date prescribed for the payment of the first install-

n case of waiver. ment) to the date the deficiency is assessed, or, in the case of a waiver
under section 272(d), to the thirtieth day after the filing of such
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waiver or to the date the deficiency is assessed whichever is the INCOME TAX

earlier.
SEC. 293. ADDITIONS TO THE TAX IN CASE OF DEFICIENCY. Additions to tax in

case of deficiency.(a) NEGLIGENCE.-If any part of any deficiency is due to negli- If due to negligence.
gence, or intentional disregard of rules and regulations but without
intent to defraud, 5 per centum of the total amount of the defi-
ciency (in addition to such deficiency) shall be assessed, collected,
and paid in the same manner as if it were a deficiency, except that
the provisions of section 272 (i), relating to the prorating of a
deficiency, and of section 292, relating to interest on deficiencies,
shall not be applicable.

(b) FRAUD.-If any part of any deficiency is due to fraud with Duetofraud.
intent to evade tax, then 50 per centum of the total amount of the
deficiency (in addition to such deficiency) shall be so assessed, col-
lected, and paid, in lieu of the 50 per centum addition to the tax R.S.,sec.3176,p.610.
provided in section 3176 of the Revised Statutes, as amended.
SEC. 294. ADDITIONS TO THE TAX IN CASE OF NONPAYMENT. Additions to tax in

case of nonpayment.
(a) TAX SHOWN ON RETURN.--

(1) GENERAL RULE.-Where the amount determined by the tax- Interest prescribed.
payer as the tax imposed by this title, or any installment thereof,
or any part of such amount or installment, is not paid on or before
the date prescribed for its payment, there shall be collected as
a part of the tax, interest upon such unpaid amount at the rate of
1 per centum a month from the date prescribed for its payment
until it is paid.

(2) IF EXTENSION GRANTED.-- Where an extension of time for If tax and interest
payment of the amount so determined as the tax by the taxpayer, extenpsion granteden
or any installment thereof, has been granted, and the amount the Pot, p. 240.
time for payment of which has been extended, and the interest
thereon determined under section 295, is not paid in full prior to
the expiration of the period of the extension, then, in lieu of the
interest provided for in paragraph (1) of this subsection, interest
at the rate of 1 per centum a month shall be collected on such
unpaid amount from the date of the expiration of the period of
the extension until it is paid.
(b) DEFICIENCY.-Where a deficiency, or any interest or addi- Interest, ifdeficiency,

tional amounts assessed in connection therewith under section 292, or ad'demand. not ce
under section 293, or any addition to the tax in case of delinquency A"'e, p. 23
provided for in section 291, is not paid in full within ten days from
the date of notice and demand from the collector, there shall be col-
lected as part of the tax, interest upon the unpaid amount at the
rate of 1 per centum a month from the date of such notice and
demand until it is paid. If any part of a deficiency prorated to any Nonpayment of pro-

rated installments.
unpaid installment under section 272 (i) is not paid in full on or Ante, p. t 3.
before the date prescribed for the payment of such installment,
there shall be collected as part of the tax interest upon the unpaid
amount at the rate of 1 per centum a month from such date until
it is paid.

(c) FIDUCIARIES.-For any period an estate is held by a fiduciary Interest rate payable

appointed by order of any court of competent jurisdiction or by fiduces.
will, there shall be collected interest at the rate of 6 per centum per
annum in lieu of the interest provided in subsections (a) and (b)
of this section.

(d) FILING OF JEOPARDY BOND.-If a bond is filed, as provided Not applicable to
in section 273, the provisions of subsections (b) and (c) of this jeopardy bond.

section shall not apply to the amount covered by the bond. Antc,p.235.
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INCOME TAX SEC. 295. TIME EXTENDED FOR PAYMENT OF TAX SHOWN ON
Time extended for RETURN.

payment of tax shownon return. n  If the time for payment of the amount determined as the tax by
Interest. the taxpayer, or any installment thereof, is extended under the

authority of section 56 (c), there shall be collected as a part of
Ante, p. 189. such amount, interest thereon at the rate of 6 per centum per annum

from the date when such payment should have been made if no
extension had been granted, until the expiration of the period of the
extension.

Time extended for SEC. 296. TIME EXTENDED FOR PAYMENT OF DEFICIENCY.payment of deficiencypnterest for pericodey If the time for the payment of any part of a deficiency is extended,extension. there shall be collected, as a part of the tax, interest on the part of
the deficiency the time for payment of which is so extended, at therate of 6 per centum per annum for the period of the extension, andno other interest shall be collected on such part of the deficiency for

Additional, if not such period. If the part of the deficiency the time for payment ofpaid. which is so extended is not paid in accordance with the terms of
the extension, there shall be collected, as a part of the tax, intereston such unpaid amount at the rate of 1 per centum a month for theperiod from the time fixed by the terms of the extension for itspayment until it is paid, and no other interest shall be collected on
such unpaid amount for such period.

Interest on jeopardy SEC. 297. INTEREST IN CASE OF JEOPARDY ASSESSMENTS.assessments.
Rate of, on amount In the case of the amount collected under section 273(i) there

coAete d. shall be collected at the same time as such amount, and as a part ofthe tax, interest at the rate of 6 per centum per annum upon such
amount from the date of the jeopardy notice and demand to the
date of notice and demand under section 273(i), or, in the case ofthe amount collected in excess of the amount of the jeopardy

Additionalif amount assessment, interest as provided in section 292. If the amountof deficiency not paid included in the notice and demand from the collector under section273(i) is not paid in full within ten days after such notice and
demand, then there shall be collected, as part of the tax, interestupon the unpaid amount at the rate of 1 per centum a month (or,for any period the estate of the taxpayer is held by a fiduciary
appointed by any court of competent jurisdiction or by will, at therate of 6 per centum per annum) from the date of such notice and
demand until it is paid.

Bankruptey and re- SEC. 298. BANKRUPTCY AND RECEIVERSHIPS.
tCerests if not paid If the unpaid portion of the claim allowed in a bankruptcy oron demands receivership proceeding, as provided in section 274, is not paid in

, full within 10 days from the date of notice and demand from the
collector, then there shall be collected as a part of such amountinterest upon the unpaid portion thereof at the rate of 1 per centuma month from the date of such notice and demand until payment.

Removalofproperty. SEC. 299. REMOVAL OF PROPERTY OR DEPARTURE FROM UNITED
STATES.

Additios to tax for, For additions to tax in case of leaving the United States or
Ante, p.217. concealing property in such manner as to hinder collection of the

tax, see section 146.

clsagansttran- Supplement N-Claims against Transferees and Fiduciariesferees and fiduciaries.

Transferred assets. SEC. 311. TRANSFERRED ASSETS.
Methoa of collection (a) MrruoD OF COLTECTiON.-The amounts of the following lia-
mletions. de bilities shall, except as hereinafter in this section provided, beassessed, collected, and paid in the same manner and subject to the
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same provisions and limitations as in the case of a deficiency in a INCOME TAX
tax imposed by this title (including the provisions in case of
delinquency in payment after notice and demand, the provisions
authorizing distraint and proceedings in court for collection, and
the provisions prohibiting claims and suits for refunds):

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

(2) FIDUCIARIES.-The liability of a fiduciary under section Fiduciaries.
3467 of the Revised Statutes in respect of the payment of any R. S.se. 3467, p.687-
such tax from the estate of the taxpayer.

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

(b) PERIOD OF LIMITATION.-The period of limitation for assess- on periods.
ment of any such liability of a transferee or fiduciary shall be as
follows:

(1) In the case of the liability of an initial transferee of the ferie litial trans-
property of the taxpayer,-within one year after the expiration
of the period of limitation for assessment against the taxpayer;

(2) In the case of the liability of a transferee of a transferee of Transferee of trans-
the property of the taxpayer,-within one year after the expiration
of the period of limitation for assessment against the preceding
transferee, but only if within three years after the expiration of
the period of limitation for assessment against the taxpayer;-

except that if before the expiration of the period of limitation for Exception.

the assessment of the liability of the transferee, a court proceeding proceeingater cort
for the collection of the tax or liability in respect thereof has been
begun against the taxpayer or last preceding transferee, respec-
tively,-then the period of limitation for assessment of the liability of
the transferee shall expire one year after the return of execution in
the court proceeding.

(3) In the case of the liability of a fiduciary,-not later than Fiduciaryliable-
one year after the liability arises or not later than the expiration
of the period for collection of the tax in respect of which such
liability arises, whichever is the later.
(c) PERIOD FOR ASSESSMENT AGAINST TAXPAYER.-For the purposes of taPSaier o tdernt

of this section, if the taxpayer is deceased, or in the case of a corpo- natod corporation.

ration, has terminated its existence, the period of limitation for
assessment against the taxpayer shall be the period that would be in
effect had the death or termination of existence not occurred.

(d) SUSPENSION OF RUNNING OF STATUTE OF LIMITATIONS.-The ningofstatute of limi-
running of the statute of limitations upon the assessment of the taton, after notice
liability of a transferee or fiduciary shall, after the mailing to the e .
transferee or fiduciary of the notice provided for in section 272(a), An'

p
233

be suspended for the period during which the Commissioner is pro-
hibited from making the assessment in respect of the liability of the
transferee or fiduciary (and in any event, if a proceeding in respect Bonardtltccision of
of the liability is placed on the docket of the Board, until the deci-
sion of the Board becomes final), and for 60 days thereafter. r n* T n ^ r D . Address for notice d(e) ADDRESS FOR NOTICE OF LIABILITY.-In the absence of notice to liability.
the Commissioner under section 312(b) of the existence of a fidu- Po t,p. 242
ciary relationship, notice of liability enforceable under this section
in respect of a tax imposed by this title, if mailed to the person sub-
ject to the liability at his last known address, shall be sufficient for
the purposes of this title even if such person is deceased, or is under
a legal disability, or, in the case of a corporation, has terminated its
existence.

3051-33-- 16
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INCOME TAX (f) DEFINITION OF " TRANSFEREE ".-As used in this section, the
"Transferee", de- term "transferee " includes heir, legatee, devisee, and distributee.

fined.
Fiduciary relation- SEC. 312. NOTICE OF FIDUCIARY RELATIONSHIP.ship.
Liabilityoffiduciary (a) FIDiCIARY or TAXPAYER.-Upon notice to the Commissioner

until termination of. that any person is acting in a fiduciary capacity such fiduciary shall
assume the powers, rights, duties, and privileges of the taxpayer
in respect of a tax imposed by this title (except as otherwise specifi-
cally provided and except that the tax shall be collected from the
estate of the taxpayer), until notice is given that the fiduciary
capacity has terminated.

Fiduciary of trans- (b) FIDUCIARY OF TRANsFFER .- UTpon notice to the Commissioner
Liability of. that any person is acting in a fiduciary capacity for a person subject
Ante, . 240. to the liability specified in section 311, the fiduciary shall assume, on

behalf of such person, the powers, rights, duties, and privileges of
such person under such section (except that the liability shall be col-
lected from the estate of such person), until notice is given that the
fiduciary capacity has terminated.

Manner of notice. (c) MANNER OF NoTICE.-Notice under subsection (a) or (b)
shall be given in accordance with regulations prescribed by the
Commissioner with the approval of the Secretary.

Overpayments. Supplement O-Overpayments
Of installment. SEC. 321. OVERPAYMENT OF INSTALLMENT.
Credit, if installment If the taxpayer has paid as an installment of the tax more than

rect amount. the amount determined to be the correct amount of such installment,
the overpayment shall be credited against the unpaid installments,

amont alrready paid. if any. If the amount already paid, whether or not on the basis of
installments, exceeds the amount determined to be the correct amount
of the tax, the overpayment shall be credited or refunded as provided
in section 322.

Refundi agndcsedits. SEC. 322. REFUNDS AND CREDITS.Credit against tax then
due. (a) AUTRORIZATION.-Where there has been an overpayment of

any tax imposed by this title, the amount of such overpayment shall
be credited against any income, war-profits, or excess-profits tax or
installment thereof then due from the taxpayer, and any balance
shall be refunded immediately to the taxpayer.

Limitation on allow- (b) LIMITAION ON ALLOWANCE.
ance.

Period of. (1) PERIOD OF LIMITATrO N.-No such credit or refund shall be
allowed or made after two years from the time the tax was paid,
unless before the expiration of such period a claim therefor is filed
by the taxpayer.

reAmot of redit or (2) LIMIT ON AMOUNT OF CREDIT OR REFUND.-The amount of the
credit or refund shall not exceed the portion of the tax paid during
the two years immediately preceding the filing of the claim, or if
no claim was filed, then during the two years immediately preced-
ing the allowance of the credit or refund.

Tax Atpals. oad o" (C) EFFECT OF PEnION TO BOARD.-If the Commissioner hasEffectof. mailed to the taxpayer a notice of deficiency under section 272(a)
and if the taxpayer files a petition with the Board of Tax Appeals
within the time prescribed in such subsection, no credit or refund in
respect of the tax for the taxable year in respect of which the Com-
missioner has determined the deficiency shall be allowed or made

Exceptions. and no suit by the taxpayer for the recovery of any part of such tax
overpayments. shall be instituted in any court except-

(1) As to overpayments determined by a decision of the Board
which has become final; and
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(2) As to any amount collected in excess of an amount computed INCOME TAX

in accordance with the decision of the Board which has become Excess collections.
final; and

(3) As to any amount collected after the period of limitation Collections after pe

upon the beginning of distraint or a proceeding in court for col-
lection has expired; but in any such claim for credit or refund or
in any such suit for refund the decision of the Board which has
become final, as to whether such period has expired before the
notice of deficiency was mailed, shall be conclusive.
(d) OVERPAYMENT FOUND BY BOARD.-If the Board finds that Overpayment found

there is no deficiency and further finds that the taxpayer has made Board.

an overpayment of tax in respect of the taxable year in respect of
which the Commissioner determined the deficiency, the Board shall
have jurisdiction to determine the amount of such overpayment, and
such amount shall, when the decision of the Board has become final, Credit or refund.
be credited or refunded to the taxpayer. No such credit or refund
shall be made of any portion of the tax paid more than two years
before the filing of the claim or the filing of the petition, whichever
is earlier.

(e) TAX WITHHELD AT SouXCE.-For refund or credit in case of T withheld atu
excessive withholding at the source, see section 143(f). Ante, p. 216.

TITLE II-ADDITIONAL ESTATE TAX ESTATE TAX

SEC. 401. IMPOSITION OF TAX.
(a) In addition to the estate tax imposed by section 301(a) of the poAddityon Rtoeta i

Revenue Act of 1926, there is hereby imposed upon the transfer of of 1926.

the net estate of every decedent dying after the enactment of this Computation.
Act, whether a resident or nonresident of the United States, a tax
equal to the excess of-

(1) the amount of a tentative tax computed under subsection
(b) of this section, over

(2) the amount of the tax imposed by section 301(a) of the
Revenue Act of 1926, computed without regard to the provisions
of this title.
(b) The tentative tax referred to in subsection (a) (1) of this sec-

tion shall equal the sum of the following percentages of the value
of the net estate:

Upon net estates not in excess of $10,000, 1 per centum. Rate.
$100 upon net estates of $10,000; and upon net estates in excess

of $10,000 and not in excess of $20,000, 2 per centum in addition
of such excess.

$300 upon net estates of $20,000; and upon net estates in excess of
$20,000 and not in excess of $30,000, 3 per centum in addition of
such excess.

$600 upon net estates of $30,000; and upon net estates in excess
of $30,000 and not in excess of $40,000, 4 per centum in addition
of such excess.

$1,000 upon net estates of $40,000; and upon net estates in excess
of $40,000 and not in excess of $50,000, 5 per centum in addition of
such excess.

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

$5,000 upon net estates of $100,000; and upon net estates in excess
of $100,000 and not in excess of $200,000, 9 per centum in addition
of such excess.
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Rtes-ond $14,000 upon net estates of $200,000; and upon net estates in
excess of $200,000 and not in excess of $400,000, 11 per centum in
addition of such excess.

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

$62,000 upon net estates of $600,000; and upon net estates in excess
of $600,000 and not in excess of $800,000, 15 per centum in addition of
such excess.

$92,000 upon net estates of $800,000; and upon net estates in excess
of $800,000 and not in excess of $1,000,000, 17 per centum in addition
of such excess.

$126,000 upon net estates of $1,000,000; and upon net estates in
excess of $1,000,000 and not in excess of $1,500,000, 19 per centum
in addition of such excess.

$221,000 upon net estates of $1,500,000- and upon net estates in
excess of $1,500,000 and not in excess of $2,000,000, 21 per centum
in addition of such excess.

$326,000 upon net estates of $2,000,000; and upon net estates in
excess of $2,000,000 and not in excess of $2,500,000, 23 per centum in
addition of such excess.

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

$566,000 upon net estates of $3,000,000; and upon net estates in
excess of $3,000,000 and not in excess of $3,500,000, 27 per centum
in addition of such excess.

$701,000 upon net estates of $3,500,000; and upon net estates in
excess of $3,500,000 and not in excess of $4,000,000, 29 per centum in
addition of such excess.

$846,000 upon net estates of $4,000,000; and upon net estates in
excess of $4,000,000 and not in excess of $4,500,000, 31 per centum
in addition of such excess.

$1,001,000 upon net estates of $4,500,000; and upon net estates in
excess of $4,500,000 and not in excess of $5,000,000, 33 per centum in
addition of such excess.

$1,166,000 upon net estates of $5,000,000; and upon net estates in
excess of $5,000,000 and not in excess of $6,000,000, 35 per centum in
addition of such excess.

$1,516,000 upon net estates of $6,000,000; and upon net estates in
excess of $6,000,000 and not in excess of $7,0000,000 37 per centum
in addition of such excess.

$1,886 000 upon net estates of $7,000,000; and upon net estates in
excess of $7,000,000 and not in excess of $8,000,000, 39 per centum in
addition of such excess.

$2,276,000 upon net estates of $8,000,000; and upon net estates in
excess of $8,000,000 and not in excess of $9,000,000, 41 per centum
in addition of such excess.

$2,686,000 upon net estates of $9,000,000; and upon net estates in
excess of $9,000,000 and not in excess of $10,000,000, 43 per centum
in addition of such excess.

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

Vol. 44, p.7. (c) For the purposes of this section the value of the net estateshall be determined as provided in Title III of the Revenue Act of
ptVol Of4. 0.. 1926, as amended, except that in lieu of the exemption of $100,000

provided in section 303 (a) (4) of such Act, the exemption shall
be $50,000.
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SEC. 402. CREDITS AGAINST TAX. ESTATE TAX

(a) The credit provided in section 301(c) of the Revenue Act of Credits against tax.W i State death taxes ex-
1926, as amended (80 per centum credit), shall not be allowed in eluded. a
respect of such additional tax. Post, p.27.

(b) (1) If a tax has been paid under Title III of this Act on a Deduction of certain

gift, and thereafter upon the death of the donor any amount in
respect of such gift is required to be included in the value of the
gross estate of the decedent for the purposes of this title, then there
shall be credited against the tax imposed by section 401 of this Act
the amount of the tax paid under such Title III with respect to so
much of the property which constituted the gift as is included in Limitation.
the gross estate, except that the amount of such credit (A) shall
not exceed an amount which bears the same ratio to the tax imposed
by section 401 of this Act as the value (at the time of the gift or
at the time of the death, whichever is lower) of so much of the
property which constituted the gift as is included in the gross
estate, bears to the value of the entire gross estate, and (B) shall Maximum credit.
not exceed the amount by which the gift tax paid under Title III
of this Act with respect to so much of the property as constituted
the gift as is included in the gross estate, exceeds the amount of the
credit under section 301 (b) of the Revenue Act of 1926, as amended
by this Act.

(2) For the purposes of paragraph (1), the amount of tax paid vaoputation of
for any year under Title III of this Act with respect to any property
shall be an amount which bears the same ratio to the total tax paid
for such year as the value of such property bears to the total
amount of net gifts (computed without deduction of the specific
exemption) for such year.
SEC. 403. ASSESSMENT, COLLECTION, AND PAYMENT OF TAX. Assessment, collec-

Except as provided in section 402, the tax imposed by section t'ame asestate tax.

401 of this Act shall be assessed, collected, and paid, in the same
manner, and shall be subject to the same provisions of law (includ-
ing penalties), as the tax imposed by section 301 (a) of the Revenue vol. 44 p. 69.
Act of 1926, except that in the case of a resident decedent a return
shall be required if the value of the gross estate at the time of the
decedent's death exceeds $50,000.

TITLE III-GIFT TAX GI TAX

SEC. 501. IMPOSITION OF TAX. Imposition of.
(a) For the calendar year 1932 and each calendar year thereafter Transtersforcalendar

a tax, computed as provided in section 502, shall be imposed upon the uater.
transfer during such calendar year by any individual, resident or
nonresident, of property by gift.

(b) The tax shall apply whether the transfer is in trust or other- ApplicatinO" t
wise, whether the gift is direct or indirect, and whether the property
is real or personal, tangible or intangible; but, in the case of a non- Nonresidents.
resident not a citizen of the United States, shall apply to a transfer Not retroactive.
only if the property is situated within the UnitedStates. The tax
shall not apply to a transfer made on or before the date of the
enactment of this Act. Not applicable to

(c) The tax shall not apply to a transfer of property in trust transfers in trust.
where the power to revest in the donor title to such property is
vested in the donor, either alone or in conjunction with any person
not having a substantial adverse interest in the disposition of such Relinquishment con-
property or the income therefrom, but the relinquishment or termina- sidered a transfer.

tion of such power (other than by the donor's death) shall be
considered to be a transfer by the donor by gift of the property
subject to such power, and any payment of the income therefrom

245
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GIFTTAXES to a beneficiary other than the donor shall be considered to be a
transfer by the donor of such income by gift.

Computation. SEC. 502. COMPUTATION OF TAX.
The tax for each calendar year shall be an amount equal to the

excess of-
Amounts. (1) a tax, computed in accordance with the Rate Schedule

hereinafter set forth, on the aggregate sum of the net gifts for
such calendar year and for each of the preceding calendar years,
over

(2) a tax, computed in accordance with the Rate Schedule,
on the aggregate sum of the net gifts for each of the preceding
calendar years.

Rate schedule. GIFT TAX RATE SCHEDULE

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

$75 upon net gifts of $10,000; and upon net gifts in excess of
$10,000 and not in excess of $20,000, 1/2 per centum in addition of
such excess.

$225 upon net gifts of $20,000; and upon net gifts in excess of
$20,000 and not in excess of $30,000, 21/ per centum in addition of
such excess.

$450 upon net gifts of $30,000; and upon net gifts in excess of
$30,000 and not in excess of $40,000, 3 per centum in addition of
such excess.

$750 upon net gifts of $40,000; and upon net gifts in excess of
$40,000 and not in excess of $50,000, 33 per centum in addition of
such excess.

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

$3,625 upon net gifts of $100,000; and upon net gifts in excess
of $100,000 and not in excess of $200,000, 61/ per centum in addition
of such excess.

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

$26,125 upon net gifts of $400,000; and upon net gifts in excessof $400,000 and not in excess of $600,000, Y91/ per centum in addition
of such excess.

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

$67,125 upon net gifts of $800,000; and upon net gifts in excess of
$800,000 and not in excess of $1,000,000, 121/ per centum in addition
of such excess.

$92,125 upon net gifts of $1,000,000; and upon net gifts in excess of
$1,000,000 and not in excess of $1,500,000, 14 per centum in addition
of such excess.

$162,125 upon net gifts of $1,500,000; and upon net gifts in excess
of $1,500,000 and not in excess of $2,000,000, 151/2 per centum in
addition of such excess.

$239,625 upon net gifts of $2,000,000; and upon net gifts in excess
of $2,000,000 and not in excess of $2,500,000, 17 per centum in addi-
tion of such excess.

$324,625 upon net gifts of $2,500,000; and upon net gifts in excess
of $2,500,000 and not in excess of $3,000,000, 181/2 per centu inaddition of such excess.
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$417,125 upon net gifts of $3,000,000; and upon net gifts in excess
of $3,000,000 and not in excess of $3,500,000, 20 per centum in addi-
tion of such excess.

$517,125 upon net gifts of $3,500,000; and upon net gifts in excess
of $3,500,000 and not in excess of $4,000,000, 211/2 per centum in
addition of such excess.

$624,625 upon net gifts of $4,000,000; and upon net gifts in
excess of $4,000,000 and not in excess of $4,500,000, 23 per centum in
addition of such excess.

$739,625 upon net gifts of $4,500,000; and upon net gifts in excess
of $4,500,000 and not in excess of $5,000,000, 241/2 per centum in
addition of such excess.

$862,125 upon net gifts of $5,000,000; and upon net gifts in excess
of $5,000,000 and not in excess of $6,000,000, 26 per centum in
addition of such excess.

$1,122,125 upon net gifts of $6,000,000; and upon net gifts in excess
of $6,000,000 and not in excess of $7,000,000, 271/2 per centum in
addition of such excess.

$1,397,125 upon net gifts of $7,000,000; and upon net gifts in
excess of $7,000,000 and not in excess of $8,000,000, 29 per centum in
addition of such excess.

$1,687,125 upon net gifts of $8,000,000; and upon net gifts in excess
of $8,000,000 and not in excess of $9,000,000, 301/2 per centum in
addition of such excess.

$1,992,125 upon net gifts of $9,000,000; and upon net gifts in excess
of $9,000,000 and not in excess of $10,000,000, 32 per centum in
addition of such excess.

$2,312,125 upon net gifts of $10,000,000; and upon net gifts in
excess of $10,000,000, 331/2 per centum in addition of such excess.
SEC. 503. TRANSFER FOR LESS THAN ADEQUATE AND FULL CON-

SIDERATION.
Where property is transferred for less than an adequate and full

consideration in money or money's worth, then the amount by which
the value of the property exceeded the value of the consideration
shall, for the purpose of the tax imposed by this title be deemed
a gift, and shall be included in computing the amount of gifts made
during the calendar year.
SEC. 504. NET GIFTS.

(a) GENERAL DEFINITION.-The term "net gifts " means the total
amount of gifts made during the calendar year, less the deductions
provided in section 505.

(b) GIFTS LESS THAN $5,000.-In the case of gifts (other than of
future interests in property) made to any person by the donor during
the calendar year, the first $5,000 of such gifts to such person shall
not, for the purposes of subsection (a), be included in the total
amount of gifts made during such year.
SEC. 505. DEDUCTIONS.

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

(a) RESIDENTS.-In the case of a citizen or resident-
(1) SPECIFIC EXE rPTION.-An exemption of $50,000, less the

aggregate of the amounts claimed and allowed as specific exemp-
tion for preceding calendar years.

(2) CHARITABLE, ETC., GIFTS.-The amount of all gifts made
during such year to or for the use of-

(A) the United States, any State, Territory, or any political
subdivision thereof, or the District of Columbia, for exclusively
public purposes;
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GIFT TAXES (B) a corporation, or trust, or community chest, fund, or
Corporation, commu foundation, organized and operated exclusively for religious,nity chest, etc., for reli- 1gious, etc., purposes charitable, scientific, literary, or educational purposes, including

the encouragement of art and the prevention of cruelty to
children or animals; no part of the net earnings of which in-
ures to the benefit of any private shareholder or individual;

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

war veteran posts, (D) posts or organizations of war veterans, or auxiliary units
ete. or societies of any such posts or organizations, if such posts,

organizations, units, or societies are organized in the United
States or any of its possessions, and if no part of their net
earnings inures to the benefit of any private shareholder or
individual;

Vocational rehabfll- individual;Voation al rehabilund. (E) the special fund for vocational rehabilitation authorized
ol.43, p. 1 ns. by section 12 of the World War Veterans' Act, 1924.

Nonredent aliens. (b) NONRESIENTS.-In the case of a nonresident not a citizen of theUnited States, the amount of all gifts made during such year to or forthe use of-
Forpublic purposes, (1) the United States, any State, Territory, or any political

subdivision thereof, or the District of Columbia, for exclusively
public purposes;

homo estic gorpor- (2) a domestic corporation organized and operated exclusivelytion for religious, char-
table, etc., purposes. for religious, charitable, scienti c, literary, or educational pur-poses, including the encouragement of art and the prevention ofcruelty to children or animals; no part of the net earnings ofwhich inures to the benefit of any private shareholder or indi-vidual;

Community chest (3) a trust, or community chest, fund, or foundation, organizedand operated exclusively for religious, charitable, scientific, liter-
ary, or educational purposes, including the encouragement ofRestriction. art and the prevention of cruelty to children or animals; but only
if such gifts are to be used within the United States exclusively forsuch purposes;

Ftraternal societies, (4) a fraternal society, order, or association, operating underthe lodge system, but only if such gifts are to be used within theRestriction. United States exclusively for religious, charitable, scientific, liter-
ary, or educational purposes, including the encouragement of artand the prevention of cruelty to children or animals;War veteras organi (5) posts or organizations of war veterans, or auxiliary unitsor societies of any such posts or organizations, if such posts,
organizations, units, or societies are organized in the United StatesRestrition. or any of its possessions, and if no part of their net earnings
inures to the benefit of any private shareholder or individual;'Vocational rehabili- (6) the special fund for vocational rehabilitation authorized by·tation fund.

Allowances rest secton 12 of the World War Veterans' Act, 1924.ed. (c) The deductions provided in subsection (a) (2) or (b) shallbe allowed only to the extent that the gifts therein specified areincluded in the amount of gifts against which such deductions areapplied.
lifts made in prop- SEC. 506. GIFTS MADE IN PROPERTY.
Vlue of, to be con- If the gift is made in property, the value thereof at the date of. the gift shall be considered the amount of the gift.
Returns. SEC. 507. RETURNS.
Sworn statements induplcate to be made. (a) REEQIREMENT.-Any individual who within the calendar year1932 or any calendar year thereafter makes any transfers by gift
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(except those which under section 504 are not to be included in the GIFT TAXES

total amount of gifts for such year) shall make a return under oath Ae, p. 247.

in duplicate. The return shall set forth (1) each gift made during omputingnetgifts

the calendar year which under section 504 is to be included in com-
puting net gifts; (2) the deductions claimed and allowable under DetdgiftfS orareced

section 505; (3) the net gifts for each of the preceding calendar ingyears.
Other information re-

years; and (4) such further information as may be required by quired.
regulations made pursuant to law.

(b) TIME AND PLACE FOR FILING. The return shall be filed on or filing.
before the 15th day of March following the close of the calendar
year with the collector for the district in which is located the legal
residence of the donor, or if he has no legal residence in the United
States, then (unless the Commissioner designates another district)
with the collector at Baltimore, Maryland.
SEC. 508. RECORDS AND SPECIAL RETURNS. retor and special

(a) BY DONoR.-Every person liable to any tax imposed by this Bydonor.

title or for the collection thereof, shall keep such records, render
under oath such statements, make such returns, and comply with
such rules and regulations, as the Commissioner, with the approval
of the Secretary, may from time to time prescribe.

(b) To DETERMINE LIABILITY TO TAx.-Whenever in the judgment Any person may be
of the Commissioner necessary he may require any person, by notice turned to make re-
served upon him, to make a return, render under oath such state-
ments, or keep such records, as the Commissioner deems sufficient to
show whether or not such person is liable to tax under this title.
SEC. 509. PAYMENT OF TAX.

(a) TIME OF PAYMENT.-The tax imposed by this title shall be
paid by the donor on or before the 15th day of March following the
close of the calendar year.

(b) EXTENSION OF TIME FOR PAYMENT.-At the request of the
donor, the Commissioner may extend the time for payment of the
amount determined as the tax by the donor, for a period not to exceed
six months from the date prescribed for the payment of the tax.
In such case the amount in respect of which the extension is granted
shall be paid on or before the date of the expiration of the period of
the extension.

(c) VOLUNTARY ADVANCE PAYMENT.-A tax imposed by this title
may be paid, at the election of the donor, prior to the date prescribed
for its payment.

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

(e) RECEIPTS.-The collector to whom any payment of any gift
tax is made shall, upon request, grant to the person making such
payment a receipt therefor.
SEC. 510. LIEN FOR TAX.

The tax imposed by this title shall be a lien upon all gifts made
during the calendar year, for ten years from the time the gifts are
made. If the tax is not paid when due, the donee of any gift shall
be personally liable for such tax to the extent of the value of such
gift. Any part of the property comprised in the gift sold by the
donee to a bona fide purchaser for an adequate and full considera-
tion in money or money's worth shall be divested of the lien herein
imposed and the lien, to the extent of the value of such gift, shall
attach to all the property of the donee (including after-acquired
property) except any part sold to a bona fide purchaser for an

Payment of tax.

Date when due.

Extension of time.

Voluntary advance
payment.

Fractions of cent.

Collector's receipts.

Lien for tax.

Effect of.

Donee's liability.

Attachment in event
ofsale.
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GIT TAXES adequate and full consideration in money or money's worth. If the
Discretionaryrelease. Commissioner is satisfied that the tax liability has been fully dis-

charged or provided for, he may, under regulations prescribed by
him with the approval of the Secretary, issue his certificate, releas-
ing any or all of the property from the lien herein imposed.

Correctnessof return SEC. 511. EXAMINATION OF RETURN AND DETERMINATION OFand tax.
TAX.

Determination, etc. As soon as practicable after the return is filed the Commissioner
shall examine it and shall determine the correct amount of the tax.

Deficiency. SEC. 512. DEFINITION OF DEFICIENCY.
Definition. As used in this title in respect of the tax imposed by this title the
Difference between term "deficiency" means-

tax imposed and that (1) The amount by which the tax imposed by this title exceeds
hown onreturn. the amount shown as the tax by the donor upon his return; but

Adjustment of previ- the amount so shown on the return shall first be increased by the
ousassessments. amounts previously assessed (or collected without assessment) as

a deficiency, and decreased by the amounts previously abated,
If no tax shown or refunded, or otherwise repaid in respect of such tax; or

returnmade. (2) If no amount is shown as the tax by the donor upon his
return, or if no return is made by the donor, then the amount by
which the tax exceeds the amounts previously assessed (or collected
without assessment) as a deficiency; but such amounts previously
assessed, or collected without assessment, shall first be decreased
by the amounts previously abated, refunded, or otherwise repaid
in respect of such tax.

Assessment and col-lectionoftdefiency. SEC. 513. ASSESSMENT AND COLLECTION OF DEFICIENCIES.
Notice to donor. (a) PErTS oN TO BOARD OF TAX APPEALS.-If the Commissioner

determines that there is a deficiency in respect of the tax imposed
Petitionby donor to by this title, the Commissioner is authorized to send notice of such

3oardof Tax Appeals. deficiency to the donor by registered mail. Within 60 days after
such notice is mailed (not counting Sunday as the sixtieth day), the

Restriction on court donor may file a petition with the Board of Tax Appeals for a rede-
proceeding. termination of the deficiency. No assessment of a deficiency in

respect of the tax imposed by this title and no distraint or pro-
ceeding in court for its collection shall be made, begun, or prose-
cuted until such notice has been mailed to the donor, nor until the
expiration of such 60-day period, nor, if a petition has been filed
with the Board, until the decision of the Board has become final.
Notwithstanding the provisions of section 3224 of the Revised Stat-

_R.s.sec. 3224, p.619, utes the making of such assessment or the beginning of such pro-
ceeding or distraint during the time such prohibition is in force may

Exceptions, be enjoined by a proceeding in the proper court.
ot 1 For exceptions to the restrictions imposed by this subsection see-

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

Post,p.251. (2) Subsection (f) of this section, relating to notifications of
mathematical errors appearing upon the face of the return;

Po '-p.252 (3) Section 514, relating to jeopardy assessments;
Post, p. 3. (4) Section 516, relating to bankruptcy and receiverships; and
Vol. 44,p. 0. (5) Section 1001 of the Revenue Act of 1926, as amended,

relating to assessment or collection of the amount of the deficiency
determined by the Board pending court review.

cienceound byBoard (b) COr ECXTIO OF DEIPICIENCY FOUND BY BOARD-If the donor
files a petition with the Board, the entire amount redetermined as
the deficiency by the decision the he Board which has become final
shall be assessed anshahall be paid upon notice and demand from
the collector. No part the he amount determined as a deficiency by
the Commissioner but disallowed as such by the decision of the Board
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which has become final shall be assessed or be collected by distraint GIFT TAXES

or by proceeding in court with or without assessment.
(c) FAILURE TO FILE PETITION.-If the donor does not file a peti- Failure to file peti-

tion with the Board within the time prescribed in subsection (a) to
the deficiency, notice of which has been mailed to the donor, shall
be assessed, and shall be paid upon notice and demand from the
collector.

(d) WAIVER OF RESTRICTIONS.-The donor shall at any time have Waiver of restrio.
the right, by a signed notice in writing filed with the Commissioner, to ti1s
waive the restrictions provided in subsection (a) on the assessment
and collection of the whole or any part of the deficiency.

(e) INCREASE OF DEFICIENCY AFTER NOTICE MAILED.-The Board Inrerse of deficiency
shall have jurisdiction to redetermine the correct amount of the
deficiency even if the amount so redetermined is greater than the Board authorized to
amount of the deficiency, notice of which has been mailed to the redetermine correct
donor, and to determine whether any additional amount or addition
to the tax should be assessed, if claim therefor is asserted by the Com-
missioner at or before the hearing or a rehearing.

(f) FURTHER DEFICIENCY LETTERS RESTRICTED.-If the Commis- Further notices re-
sioner has mailed to the donor notice of a deficiency as provided
in subsection (a) of this section, and the donor files a petition with
the Board within the time prescribed in such subsection, the Com-
missioner shall have no right to determine any additional deficiency Exception in case of
in respect of the same calendar year, except in the case of fraud, fraud.
and except as provided in subsection (e) of this section, relating to
assertion of greater deficiencies before the Board, or in section Jeopardy assess-
514(c), relating to the making of jeopardy assessments. If the mt, p. 252.
donor is notified that, on account of a mathematical error appearing Mathematical error.
upon the face of the return, an amount of tax in excess of that shown
upon the return is due, and that an assessment of the tax has been
or will be made on the basis of what would have been the correct
amount of tax but for the mathematical error, such notice shall not
be considered (for the purposes of this subsection, or of subsection
(a) of this section, prohibiting assessment and collection until notice
of deficiency has been mailed, or of section 528(c), prohibiting Po, p. 2sa
credits or refunds after petition to the Board of Tax Appeals) as
a notice of a deficiency, and the donor shall have no right to file a
petition with the Board based on such notice, nor shall such assess-
ment or collection be prohibited by the provisions of subsection (a)
of this section.

(g) JURISDICTION OVER OTHER CALENDAR YEARs.-The Board in Jurisdiction over
redetermining a deficiency in respect of any calendar year shall er n yea
consider such facts with relation to the taxes for other calendar
years as may be necessary correctly to redetermine the amount of
such deficiency, but in so doing shall have no jurisdiction to deter-
mine whether or not the tax for any other calendar year has been
overpaid or underpaid.

(h) FINAL DECISIONS OF BOARD.-For the purposes of this title the Decisio of Board
date on which a decision of the Board becomes final shall be deter- vol. 44, p. 10.
mined according to the provisions of section 1005 of the Revenue
Act of 1926.

(i) EXTENSION OF TIME FOR PAYMENT OF DEFICIENCIES.-Where it Time extended for
payment of defi-

is shown to the satisfaction of the Commissioner that the payment ciencies.
of a deficiency upon the date prescribed for the payment thereof
will result in undue hardship to the donor the Commissioner, with To avoid undue
the approval of the Secretary (except where the deficiency is due ha .
to negligence, to intentional disregard of rules and regulations, or
to fraud with intent to evade tax), may grant an extension for the
payment of such deficiency or any part thereof for a period not in

251
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GT TAXES excess of eighteen months, and, in exceptional cases, for a further
Bondrequired. period not in excess of twelve months. If an extension is granted,

the Commissioner may require the donor to furnish a bond in such
amount, not exceeding double the amount of the deficiency, and with
such sureties, as the Commissioner deems necessary, conditioned upon
the payment of the deficiency in accordance with the terms of the
extension.

dotidestolast known (j) ADDRESS FOR NOTICE OF DEFICIENCY.-In the absence of notice
Post,p. 257. to the Commissioner under section 527(a) of the existence of a

fiduciary relationship, notice of a deficiency in respect of a tax
imposed by this title, if mailed to the donor at his last known address,
shall be sufficient for the purposes of this title even if such donor
is deceased, or is under a legal disability.

epard assess- SEC. 514. JEOPARDY ASSESSMENTS.
Immediatelyassessed (a) AUTHORITY FOR MAKING.-If the Commissioner believes that

bydeelay.ieo ze the assessment or collection of a deficiency will be jeopardized by
delay, he shall immediately assess such deficiency (together with all
interest, additional amounts, or additions to the tax provided for
by law) and notice and demand shall be made by the collector for
the payment thereof.

Notice toy ed. (b) DEFICIENCY LETEs.-If the jeopardy assessment is made
before any notice in respect of the tax to which the jeopardy assess-
ment relates has been mailed under section 513(a), then the Com-
missioner shall mail a notice under such subsection within 60 days
after the making of the assessment.

beO assessablen (C) AMOUNT ASSESSABLE BEFORE DECISION OF BOARD.-The jeop-before Board's decision. 1
ardy assessment may be made in respect of a deficiency greater or
less than that notice of which has been mailed to the donor, despite
the provisions of section 513(f) prohibiting the determination of
additional deficiencies, and whether or not the donor has theretofore

eetemination. filed a petition with the Board of Tax Appeals. The Commissioner
shall notify the Board of the amount of such assessment, if the peti-
tion is filed with the Board before the making of the assessment or
is subsequently filed, and the Board shall have jurisdiction to
redetermine the entire amount of the deficiency and of all amounts
assessed at the same time in connection therewith.

Amount assessable \A
after decisiona Board. (d) AMOUNT ASSESSABLE AFTER DECISION OF BOARD.-If the

jeopardy assessment is made after the decision of the Board is
rendered such assessment may be made only in respect of the defi-
ciency determined by the Board in its decision.

nal decision, f
te

r  (e) EXPIRATION OF RIGHT TO AssSS.-A jeopardy assessment may
not be made after the decision of the Board has become final or after
the donor has filed a petition for review of the decision of the Board.

tiond to stay coll (f) BOND TO STAY COLLECTION.-WVhen a jeopardy assessment has
been made the donor, within 10 days after notice and demand from
the collector for the payment of the amount of the assessment, may
obtain a stay of collection of the whole or any part of the amount
of the assessment by filing with the collector a bond in such amount,
not exceeding double the amount as to which the stay is desired, and

conditions. with such sureties, as the collector deems necessary, conditioned upon
the payment of so much of the amount, the collection of which is
stayed by the bond, as is not abated by a decision of the Board which

5. has become final, together with interest thereon as provided in
rthr citi. 2. section i23 or 524 (b) ).

if b ond given before (g) SAME-FRTHER CONDITIONS.-If the bond is given before the
filingpetition. donor has filed his petition with the Board under section 513 (a), the

bond shall contain a further condition that if a petition is not filed
within the period provided in such subsection, then the amount the
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collection of which is stayed by the bond will be paid on notice and GIr TAXES

demand at any time after the expiration of such period, together
with interest thereon at the rate of 6 per centum per annum from
the date of the jeopardy notice and demand to the date of notice and
demand under this subsection.

(h) WAIVER OF STAY.-Upon the filing of the bond the collection over part covlectrn
of so much of the amount assessed as is covered by the bond shall be bond.Effect of waiver of
stayed. The donor shall have the right to waive such stay at any stay, etc.
time in respect of the whole or any part of the amount covered by
the bond, and if as a result of such waiver any part of the amount
covered by the bond is paid, then the bond shall, at the request of
the donor, be proportionately reduced. If the Board determines
that the amount assessed is greater than the amount which should
have been assessed, then when the decision of the Board is rendered
the bond shall, at the request of the donor, be proportionately
reduced.

(i) COLLTCTION OF UNPAID AMOUNTS.-When the petition has been nCollection of unpaid
a mounts.

filed with the Board and when the amount which should have been When decision of
Board has become fi-

assessed has been determined by a decision of the Board which nai.
has become final, then any unpaid portion, the collection of which
has been stayed by the bond, shall be collected as part of the tax
upon notice and demand from the collector, and any remaining
portion of the assessment shall be abated. If the amount already Creditorrefund.

collected exceeds the amount determined as the amount which
should have been assessed, such excess shall be credited or refunded
as provided in section 528, without the filing of claim therefor. If clctio

2
n5of greater

the amount determined as the amount which should have been assessment.

assessed is greater than the amount actually assessed, then the dif-
ference shall be assessed and shall be collected as part of the tax
upon notice and demand from the collector.
SEC. 515. CLAIMS IN ABATEMENT. Claimsinabatement.

No claim in abatement shall be filed in respect of any assessment Prohibitiononfiling.

in respect of any tax imposed by this title.
SEC. 516. BANKRUPTCY AND RECEIVERSHIPS. ceivkupc and re

(a) IMMEDIATE ASSESSMENT.-Upon the adjudication of bank- Immediat e assess-
ruptcy of any donor in any bankruptcy proceeding or the appoint-
ment of a receiver for any donor in any receivership proceeding
before any court of the United States or of any State or Territory
or of the District of Columbia, any deficiency (together with all
interest, additional amounts, or additions to the tax provided for
by law) determined by the Commissioner in respect of a tax imposed
by this title upon such donor shall, despite the restrictions imposed
by section 513(a) upon assessments be immediately assessed if such
deficiency has not theretofore been assessed in accordance with law.
Claims for the deficiency and such interest, additional amounts and
additions to the tax may be presented, for adjudication in accordance cAdjudication of
with law, to the court before which the bankruptcy or receivership .

proceeding is pending, despite the pendency of proceedings for
the redetermination of the deficiency in pursuance of a petition to
the Board; but no petition for any such redetermination shall be
filed with the Board after the adjudication of bankruptcy or the
appointment of the receiver.

(b) UNPAID CLAIMS.--Any portion of the claim allowed in such oltion of clais
bankruptcy or receivership proceeding which is unpaid shall be allowed in court pro-
paid by the donor upon notice and demand from the collector after cdin s.
the termination of such proceeding, and may be collected by distraint
or proceeding in court within six years after termination of such
proceeding. Extensions of time for such payment may be had in Timeextensions.
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GIST TAXES the same manner and subject to the same provisions and limitations
as are provided in sections 513(i), 521(b), and 524(b)(3) in the
case of a deficiency in a tax imposed by this title.

Period of limitation SEC. 517. PERIOD OF LIMITATION UPON ASSESSMENT AND COL-upon assessment and
collection. LECTION.

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

Exceptions. (b) EXCEPTIONS-

retl return . no (1) FALSE RETURN OR RETURTUN.-In the case of a false or
fraudulent return with intent to evade tax or of a failure to file
a return the tax may be assessed, or a proceeding in court for the
collection of such tax may be begun without assessment, at any
time.

Collection after as- (2) COL;ECTION AFTER ASSESSMENT.-Where the assessment of
any tax imposed by this title has been made within the statutory

By distraint. period of limitation properly applicable thereto, such tax may be
collected by distraint or by a proceeding in court, but only if

Withinsix years. begun (1) within six years after the assessment of the tax, orOr prior to expiration
of collection period. (2) prior to the expiration of any period for collection agreed

upon in writing by the Commissioner and the donor.
Suspension of run- SEC. 518. SUSPENSION OF RUNNING OF STATUTE.ning of statuteo

Period of. The running of the statute of limitations provided in section 517
on the making of assessments and the beginning of distraint or a
proceeding in court for collection, in respect of any deficiency, shall

Ane, p. 20. (after the mailing of a notice under section 513 (a)) be suspended
for the period during which the Commissioner is prohibited from
making the assessment or beginning distraint or a proceeding in
court (and in any event, if a proceeding in respect of the deficiency

ntil fnal decision is placed on the docket of the Board, until the decision of the Board
becomes final), and for 60 days thereafter.

Additions to tax in SEC. 519. ADDITIONS TO THE TAX IN CASE OF FAILURE TO FILEcase of failure to file
return. RETURN.

In case of any failure to make and file a return required by this
title, within the time prescribed by law or prescribed by the Com-
missioner in pursuance of law, 25 per centum of the tax shall be

Additional tax im- added to the tax, except that when a return is filed after such timeposed.
f failure not willful and it is shown that the failure to file it was due to reasonable

cause and not due to willful neglect no such addition shall be made toMannerofcolection. the tax. The amount so added to any tax shall be collected at the
same time and in the same manner and as a part of the tax unless
the tax has been paid before the discovery of the neglect, in which
case the amount so added shall be collected in the same manner as
the tax. The amount added to the tax under this section shall be

Inlieuoffornerlevy. in lieu of the 25 per centu m addition to the tax provided in sectionR.S., sec. 3176, p. 610
U. s.c., 731. 3176 of the Revised Statutes, as amended.
Tax in case of deft- SEC. 520. ADDITIONS TO THE TAX IN CASE OF DEFICIENCY.
Additions to, in case (a) NEGLIGENCE.--If any part of any deficiency is due to negli-

gence, or intentional disregard of rules and regulations but without
Rate. intent to defraud, 5 per centum of the total amount of the deficiency

(in addition to such deficiency) shall be assessed, collected, and paid
in the same manner as if it were a deficiency, except that the pro-
visions of section 522, relating to interest on deficiencies, shall not
be applicable.
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(b) FRAUD.-If any part of any deficiency is due to fraud with
intent to evade tax, then 50 per centum of the total amount of the
deficiency (in addition to such deficiency) shall be so assessed,
collected, and paid, in lieu of the 50 per centum addition to the tax
provided in section 3176 of the Revised Statutes, as amended.
SEC. 521. INTEREST ON EXTENDED PAYMENTS.

(a) TAX SHOWN ON RETURN.-If the time for payment of the
amount determined as the tax by the donor is extended under the
authority of section 509 (b), there shall be collected as a part of
such amount, interest thereon at the rate of 6 per centum per annum
from the date when such payment should have been made if no
extension had been granted, until the expiration of the period of
the extension.

(b) DEFICIENCY.-In case an extension for the payment of a
deficiency is granted, as provided in section 513 (i), there shall be
collected, as a part of the tax, interest on the part of the deficiency
the time for payment of which is so extended, at the rate of 6 per
centum per annum for the period of the extension, and no other
interest shall be collected on such part of the deficiency for such
period.
SEC. 522. INTEREST ON DEFICIENCIES.

Interest upon the amount determined as a deficiency shall be
assessed at the same time as the deficiency, shall be paid upon notice
and demand from the collector, and shall be collected as a part of
the tax, at the rate of 6 per centum per annum from the due date of
the tax to the date the deficiency is assessed, or, in the case of a
waiver under section 513 (d), to the thirtieth day after the filing of
such waiver or to the date the deficiency is assessed whichever is
the earlier.
SEC. 523. INTEREST ON JEOPARDY ASSESSMENTS.

In the case of the amount collected under section 514 (f) there
shall be collected at the same time as such amount, and as a part
of the tax, interest at the rate of 6 per centum per annum upon such
amount from the date of the jeopardy notice and demand to the date
of notice and demand under section 514 (i), or, in the case of the
amount collected in excess of the amount of the jeopardy assessment,
interest as provided in section 522.
SEC. 524. ADDITIONS TO THE TAX IN CASE OF NONPAYMENT.

(a) TAX SHOWN ON RETURN-
(1) PAYMENT NOT EXTENDED.-Where the amount determined

by the donor as the tax imposed by this title, or any part of such
amount, is not paid on the due date of the tax, there shall be col-
lected as a part of the tax, interest upon such unpaid amount at the
rate of 1 per centum a month from the due date until it is paid.

(2) PAYMENT EXTENDED.-Where an extension of time for pay-
ment of the amount so determined as the tax by the donor has
been granted, and the amount the time for payment of which has
been extended, and the interest thereon determined under section
521(a), is not paid in full prior to the expiration of the period of
the extension, then, in lieu of the interest provided for in para-
graph (1) of this subsection, interest at the rate of 1 per centum
a month shall be collected on such unpaid amount from the date
of the expiration of the period of the extension until it is paid.
(b) DEFICIENCY-

(1) PAYMENT NOT EXTENDED.-Where a deficiency, or any inter-
est assessed in connection therewith under section 522, or any
addition to the tax provided for in section 3176 of the Revised

255
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Due to fraud.
Rate.

R. S., sec. 3176, p.610.
U. S. C., p. 731.

Interest on extended
payments.

Tax on return.
Ante, p. 249.

On extended defi-
ciency payments.

Ante, p. 251.

Interest on defi-
ciencies.

Determination, col-
lections, etc.

Interest on jeopardy
assessments.

Ante, p. 252.

Rate.

Additional taxes i
nonpayment.

Unpaid on due date,
when payment not
extended.

When payment ex-
tended.

Deficiency.

Payment not ex-
tended.
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GoT TAXEs Statutes, is not paid in full within 10 days from the date of notice
and demand from the collector, there shall be collected as part of
the tax, interest upon the unpaid amount at the rate of 1 per
centum a month from the date of such notice and demand until
it is paid.

bFiing of jeopardy (2) FIFING OF JEOPARDY BOND.-If a bond is filed, as provided
in section 514, the provisions of paragraph (1) of this subsection
shall not apply to the amount covered by the bond.

Payment extende. (3) PAYMENT EXTENDED.-If the part of the deficiency the time
for payment of which is extended as provided in section 513(i)
is not paid in accordance with the terms of the extension, there
shall be collected, as a part of the tax, interest on such unpaid
amount at the rate of 1 per centum a month for the period from
the time fixed by the terms of the extension for its payment until
it is paid, and no other interest shall be collected on such unpaid
amount for such period.

sessment stayed by (4) JEOPARDY ASSESSMENT-PAYMENT STAYED BY BOND.--If the
bond. amount included in the notice and demand from the collector

under section 514(i) is not paid in full within 10 days after such
notice and demand, then there shall be collected, as part of the
tax, interest upon the unpaid amount at the rate of 1 per centum
a month from the date of such notice and demand until it is paid.

bankruptcy and recei (5) INTEREST IN CASE OF BANKRUPTCY AND RECEIVERSHIPS.-If the
ersps. 250 unpaid portion of the claim allowed in a bankruptcy or receiver-

ship proceeding, as provided in section 516, is not paid in full
within 10 days from the date of notice and demand from the col-
lector, then there shall be collected as a part of such amount inter-
est upon the unpaid portion thereof at the rate of 1 per centum a
month from the date of such notice and demand until payment.

Penalties. SEC. 525. PENALTIES.
pay tax, nIae r'f r to (a) Any person required under this title to pay any tax, or
eto . required by law or regulations made under authority thereof to

make a return, keep any records, or supply any information, for
the purposes of the computation, assessment, or collection of any
tax imposed by this title, who willfully fails to pay such tax, make
such return, keep such records, or supply such information, at the
time or times required by law or regulations, shall, in addition to
other penalties provided by law, be guilty of a misdemeanor and,
upon conviction thereof, be fined not more than $10,000, or impris-
oned for not more than one year, or both, together with the costs of
prosecution.

feWilul evasio n a (b) Any person who willfully attempts in any manner to evade
or defeat any tax imposed by this title or the payment thereof, shall,
in addition to other penalties provided by law, be guilty of a felony

Punshmtentfor. and, on conviction thereof, be fined not more than $10,000, or
imprisoned for not more than five years, or both, together with the
costs of prosecution.

Transferred assets. SEC. 526. TRANSFERRED ASSETS.
Method ofcollection. (a) METHOD OF COLLECTION.-The amounts of the following liabil-

ities shall, except as hereinafter in this section provided, be assessed,
collected, and paid in the same manner and subject to the same
provisions and limitations as in the case of a deficiency in the tax
imposed by this title (including the provisions in case of delinquency
in payment after notice and demand, the provisions authorizing dis-
traint and proceedings in court for collection, and the provisions
prohibiting claims and suits for refunds);
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(1) TRANSFEREES.-The liability, at law or in equity, of a trans- GIFT TAXES

feree of property of a donor, in respect of the tax (including Liability of trai
interest, additional amounts, and additions to the tax provided by edenor property
law) imposed by this title.

(2) FIDUCIARIES.-The liability of a fiduciary under section Of afiduciary.

3467 of the Revised Statutes [U. S. C., title 31, sec. 192] in respect U.S.,se-. 3467r
of the payment of any such tax from the estate of the donor. . 9

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

(b) PERIOD OF LIMITATION.-The period of limitation for assess- Period oflimital

ment of any such liability of a transferee or fiduciary shall be as
follows:

(1) Within one year after the expiration of the period of limita-
tion for assessment against the donor.

(2) If a court proceeding against the donor for the collection
of the tax has been begun within the period provided in paragraph
(1) ,-then within one year after return of execution in such
proceeding.
(c) PERIOD FOR ASSESSMENT AGAINST DONOR.-For the purposes Period for assess

of this section, if the donor is deceased, the period of limitation for ag
a s

t donor.

assessment against the donor shall be the period that would be in If deceased.
effect had the death not occurred.

(d) SUSPENSION OF RUNNING OF STATUTE OF LIMITATIONS.-The nSuspension ofning of statute of
running of the statute of limitations upon the assessment of the tations.
liability of a transferee or fiduciary shall, after the mailing of the After notice mt

notice under section 513(a) to the transferee or fiduciary, be Ante, p. 2o.
suspended for the period during which the Commissioner is pro-
hibited from making the assessment in respect of the liability of the
transferee or fiduciary (and in any event, if a proceeding in respect
of the liability is placed on the docket of the Board, until the decision
of the Board becomes final), and for 60 days thereafter.

(e) PROHIBITION OF SUITS TO RESTRAIN ENFORCEMENT OF LIABILITY Prohibition of

OF TRANSFEREE OR FIDUCIARY.-No suit shall be maintained in any of liability of tra
court for the purpose of restraining the assessment or collection of orfiducary.

(1) the amount of the liability, at law or in equity, of a transferee
of property of a donor in respect of any gift tax, or (2) the amount
of the liability of a fiduciary under section 3467 of the Revised u.S.e., p. 9487 .

Statutes [U. S. C., title 31, sec. 192] in respect of any such tax.
(f) DEFINITION OF "TRANSFEREE".-As used in this section, the ,Transferee"

term "transferee" includes donee, heir, legatee, devisee, and
distributee.

(g) ADDRESS FOR NOTICE OF LIABILITY.-In the absence of notice Aiddress for not
to the Commissioner under section 527(b) of the existence of a
fiduciary relationship, notice of liability enforceable under this
section in respect of a tax imposed by this title, if mailed to the
person subject to the liability at his last known address, shall be
sufficient for the purposes of this title even if such person is deceased,
or is under a legal disability, or, in the case of a corporation, has
terminated its existence.
SEC. 527. NOTICE OF FIDUCIARY RELATIONSHIP. reNotice of fdu

(a) FIDUCIARY OF DONOR.-Upon notice to the Commissioner that Effect of.
any person is acting in a fiduciary capacity such fiduciary shall
assume the powers, rights, duties, and privileges of the donor in
respect of a tax imposed by this title (except as otherwise specifically
provided and except that the tax shall be collected from the estate
of the donor), until notice is given that the fiduciary capacity has
terminated.
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GIFT TAXES (b) FIDUCIARY OF TRANSFEREE.-Upon notice to the Commissioner
Fiduciary of trans- that any person is acting in a fiduciary capacity for a person subjectferee.Effect of notice to to the liability specified in section 526, the fiduciary shall assume,

Commissioner. on behalf of such person, the powers, rights, duties, and privileges
of such person under such section (except that the liability shall be
collected from the estate of such person), until notice is given that
the fiduciary capacity has terminated.

Manner of notice. (C) MANNER OF NoTICE.-Notice under subsection (a) or (b) shall
be given in accordance with regulations prescribed by the Commis-
sioner with the approval of the Secretary.

Refunds and credits. SEC. 528. REFUNDS AND CREDITS.
Gifttax. (a) AUTHoRIzATION.-Where there has been an overpayment of

Overpayments, cred- any tax imposed by this title, the amount of such overpayment shall
edto be credited against any gift tax then due from the taxpayer, and

Refund of any bal- any balance shall be refunded immediately to the taxpayer.ance.
Limitation on allow- (b) LIMITATION ON ALLOWANCE-
Periaod. (1) PERIOD OF LIMITATION.-No such credit or refund shall be

allowed or made after three years from the time the tax was
paid, unless before the expiration of such period a claim therefor
is filed by the taxpayer.

Credit or refund. (2) LIMIT ON AMOUNT OF CREDIT OR REFUND.-The amount of
the credit or refund shall not exceed the portion of the tax paid
during the three years immediately preceding the filing of theclaim, or if no claim was filed, then during the three years imme-
diately preceding the allowance of the credit or refund.

Effect of taxpayer's (C) EFFECT OF PETITION TO BOARD.-If the Commissioner haspetito pto Bod. mailed to the taxpayer a notice of deficiency under section 513 (a)
and if the taxpayer files a petition with the Board of Tax Appealswithin the time prescribed in such subsection, no credit or refundNo credit, etc., al- in respect of the tax for the calendar year in respect of which the

owe Commissioner has determined the deficiency shall be allowed or
made and no suit by the taxpayer for the recovery of any part ofException. such tax shall be instituted in any court except-

Overpayments. (1) As to overpayments determined by a decision of the Board
which has become final; and

Excesscollections. (2) AS to any amount collected in excess of an amount com-
puted in accordance with the decision of the Board which has
become final; and

fter collection (3) As to any amount collected after the period of limitationupon the beginning of distraint or a proceeding in court for col-
lection has expired; but in any such claim for credit or refund
or in any such suit for refund the decision of the Board which
has become final, as to whether such period has expired before
the notice of deficiency was mailed, shall be conclusive.

Findings by Board. (d) OVPAYMENT FOUND BY BOARD.-If the Board finds that
there is no deficiency and further finds that the taxpayer has madean overpayment of tax in respect of the taxable year in respect ofwhich the Commissioner determined the deficiency, the Board shall
have jurisdiction to determine the amount of such overpayment, andsuch amount shall, when the decision of the Board has become final,creditorrefund. be credited or refunded to the taxpayer. No such credit or refund
shall be made of any portion of the tax paid more than three yearsbefore the filing of the claim or the filing of the petition, whichever
is earlier.

Laws made appli- SEC. 529. LAWS MADE APPLICABLE.
cable.

Assessment, pay- All administrative, special, or stamp provisions of law, including
Ats. drr the law relating to the assessment of taxes, so far as applicable, arehereby extended to and made a part of this title.
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SEC. 530. RULES AND REGULATIONS. oGar TAXES

The Commissioner, with the approval of the Secretary, shall pre- Rules and regula-

scribe and publish all needful rules and regulations for the enforce- tionbeprescribed etc.

ment of this title.
SEC. 531. DEFINITIONS. Definitions.

For the purposes of this title-
(a) CALENDAR YEAR.-The term " calendar year " includes only the "alendar year."

calendar year 1932 and succeeding calendar years, and, in the case
of the calendar year 1932, includes only the portion of such year
after the date of the enactment of this Act.

(b) PROPERTY WITHIN UNITED STATES.-Stock in a domestic cor- Stock of domestic
poration owned and held by a nonresident shall be deemed property corporation.

situated within the United States.
SEC. 532. SHORT TITLE. Short title.

This title may be cited as the " Gift Tax Act of 1932 ". 1ft Tax Act of

TITLE IV-MANUFACTURERS' EXCISE TAXES MANUFAcTURBES'

SEC. 601. EXCISE TAXES ON CERTAIN ARTICLES. Taxes on certain arti-

(a) In addition to any other tax or duty imposed by law, there l"Imported articles.
shall be imposed a tax as provided in subsection (c) on every article
imported into the United States unless treaty provisions of the
United States otherwise provide.

(b) The tax imposed under subsection (a) shall be levied, assessed, Anssessmnt, oo lec-
collected, and paid in the same manner as a duty imposed by the
Tariff Act of 1930, and shall be treated for the purposes of all pro- Vol. 46, p. 5f
visions of law relating to the customs revenue as a duty imposed by
such Act, except that-

(1) the value on which such tax shall be based shall be the sum Computation of

of (A) the dutiable value (under section 503 of such Act) of the Vol 46, p. 731.

article, plus (B) the customs duties, if any, imposed thereon under
any provision of law;

(2) for the purposes of section 489 of such Act (relating to Nt considered rate
additional duties in certain cases of undervaluation) such tax vofalueyorticlre.
shall not be considered an ad valorem rate of duty or a duty based Vol 4

6
, pp. 725, 701.

upon or regulated in any manner by the value of the article, and
for the purposes of section 336 of such Act (the so-called flexible
tariff provision) such tax shall not be considered a duty;

(3) such tax shall not be imposed upon any article imported Art l cles eempt.

prior to the date on which this title takes effect;
(4) no drawback of such tax (except tax paid upon the impor- ofdutypaid materials

tation of an article described in subsection (c) (4), (5), (6), or not allowed.

(7)) shall be allowed under section 313(a), (b), or (f) o the vo 46, . 693
.

Tariff Act of 1930 or any provision of law allowing a drawback
of customs duties on articles manufactured or produced with the
use of duty-paid materials;

(5) such tax (except tax under subsection (c) (4) to (7), inclu- possssimponof ted
sive) shall be imposed in full notwithstanding any provision of States.
law granting exemption from or reduction of duties to products
of any possession of the United States; and for the purposes of
taxes under subsection (c) (4) to (7), inclusive, the term "United
States" includes Puerto Rico.
(c) There is hereby imposed upon the following articles sold in Articles specified.

the United States by the manufacturer or producer, or imported
into the United States, a tax at the rates hereinafter set forth, to be
paid by the manufacturer, producer, or importer:

(1) Lubricating oils, 4 cents a gallon; but the tax on the articles Lubricating oils
described in this paragraph shall not apply with respect to the
importation of such articles.
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MANUFACTURERS'

EXCISE TAX

Brewer's wort, malt,
etc.

Exception when sold
to baker or manufac-
turer.

Liquid malt.

Grape concentrates,
etc.

Exceptions.

Petroleum, fuel oil,
etc., derivatives.

Lubricating oils, gas-
oline excepted.

Tax on imports Only.

Coal; coke and man-
ufactures.

Tax on imports only.

Imposed when ex-
ports to particular
countryexceedimports.

Lumber.
Flooring excepted;

Japanese maple floor-
ing.

Copper ores and con-
centrates.

Vol. 46, pp. 613, 626,
62, 674, 675, 676.

Proviso,
Loss in processing

excepted.
Fluxing ores, ete,

excepted.

Aggregate imports
limited.

Othercopperarticles.

Tax on imports only.
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(2) Brewer's wort, 15 cents a gallon. Liquid malt, malt syrup,
and malt extract, fluid, solid, or condensed, made from malted
cereal grains in whole or in part, unless sold to a baker for use in
baking or to a manufacturer or producer of malted milk, medicinal
products, foods, cereal beverages, or textiles, for use in the manu-
facture or production of such products, 3 cents a pound. For the
purposes of this paragraph liquid malt containing less than 15 per
centum of solids by weight shall be taxable as brewer's wort.

(3) Grape concentrate, evaporated grape juice, and grape syrup
(other than finished or fountain syrup), if containing more than
35 per centum of sugars by weight, 20 cents a gallon. No tax
shall be imposed under this paragraph (A) upon any article which
contains preservative sufficient to prevent fermentation when
diluted, or (B) upon any article sold to a manufacturer or pro-
ducer of food products or soft drinks for use in the manufacture
or production of such products.

(4) Crude petroleum, 1/2 cent per gallon; fuel oil derived from
petroleum, gas oil derived from petroleum, and all liquid deriva-
tives of crude petroleum, except lubricating oil and gasoline or
other motor fuel, /2 cent per gallon; gasoline or other motor fuel,
21/2 cents per gallon; lubricating oil, 4 cents per gallon; paraffin
and other petroleum wax products, 1 cent per pound. The tax
on the articles described in this paragraph shall apply only with
respect to the importation of such articles.

(5) Coal of all sizes, grades, and classifications (except culm
and duff), coke manufactured therefrom; and coal or coke bri-
quettes, 10 cents per 100 pounds. The tax on the articles described
in this paragraph shall apply only with respect to the importation
of such articles, and shall not be imposed upon any such article if
during the preceding calendar year the exports of the articles
described in this paragraph from the United States to the country
from which such article is imported have been greater in quantity
than the imports into the United States from such country of the
articles described in this paragraph.

(6) Lumber, rough, or planed or dressed on one or more sides,
except flooring made of maple (except Japanese maple), birch,
and beech, $3 per thousand feet, board measure; but the tax on
the articles described in this paragraph shall apply only with
respect to the importation of such articles.

(7) Copper-bearing ores and concentrates and articles provided
for in paragraph 316, 380, 381, 387, 1620, 1634, 1657, 1658, or 1659
of the Tariff Act of 1930, 4 cents per pound on the copper contained
therein: Provided, That no tax under this paragraph shall be
imposed on copper in any of the foregoing which is lost in
metallurgical processes: Provided further, That ores or concen-
trates usable as a flux or sulphur reagent in copper smelting and/or
converting and having a copper content of not more than 15 per
centum, when imported for fluxing purposes, shall be admitted
free of said tax in an aggregate amount of not to exceed in any
one year 15,000 tons of copper content. All articles dutiable under
the Tariff Act of 1930, not provided for heretofore in this para-
graph, in which copper (including copper in alloys) is the com-
ponent material of chief value, 3 cents per pound. All articles
dutiable under the Tariff Act of 1930, not provided for heretofore
in this paragraph, containing 4 per centum or more of copper by
weight, 3 per centum ad valorem or /4 of 1 cent per pound,
whichever is the lower. The tax on the articles described in
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this paragraph shall apply only with respect to the importation MANUFACTURERS'
of such articles. The Secretary is authorized to prescribe all E X CISE T A X

Regulations to benecessary regulations for the enforcement of the provisions of prescrid 
to be

this paragraph.
SEC. 602. TAX ON TIRES AND INNER TUBES. Tires and inner

tubes.
There is hereby imposed upon the following articles sold by the

manufacturer, producer, or importer, a tax at the following rates:
(1) Tires wholly or in part of rubber, 21/4 cents a pound on total Ruber tires

weight (exclusive of metal rims or rim bases), to be determined
under regulations prescribed by the Commissioner with the
approval of the Secretary.

(2) Inner tubes (for tires) wholly or in part of rubber, 4 cents ertubes
a pound on total weight, to be determined under regulations
prescribed by the Commissioner with the approval of the
Secretary.

SEC. 603. TAX ON TOILET PREPARATIONS, ETC. Toilet preparations,

There is hereby imposed upon the following articles, sold by the Rate
manufacturer, producer, or importer, a tax equivalent to 10 per
centum of the price for which so sold: Perfumes, essences, extracts, etPrfets es

S
t

nc eS

toilet waters, cosmetics, petroleum jellies, hair oils, pomades, hair
dressings, hair restoratives, hair dyes, tooth and mouth washes
(except that the rate shall be 5 per centum), dentifrices (except that Dentiices.
the rate shall be 5 per centum), tooth pastes (except that the rate Soaps powders et.
shall be 5 per centum), aromatic cachous, toilet soaps (except that
the rate shall be 5 per centum), toilet powders, and any similar
substance, article, or preparation, by whatsoever name known or
distinguished; any of the above which are used or applied or
intended to be used or applied for toilet purposes.
SEC. 604. TAX ON FURS. urs.

There is hereby imposed upon the following articles, sold by the
manufacturer, producer, or importer, a tax equivalent to 10 per
centum of the price for which so sold: Articles made of fur on the Fur article
hide or pelt or of which any such fur is the component material of
chief value.
SEC. 605. TAX ON JEWELRY, ETC. Jewelry, etc.

There is hereby imposed upon the following articles, sold by the
manufacturer, producer, or importer, a tax equivalent to 10 per Articles of, whether
centum of the price for which so sold: All articles commonly or corn- r a or Imi"tat.
mercially known as jewelry, whether real or imitation; pearls, pre-
cious and semiprecious stones, and imitations thereof; articles made
of, or ornamented, mounted or fitted with, precious metals or imita-
tions thereof or ivory (not including surgical instruments or silver- Ivory
plated ware, or frames or mountings for spectacles or eyeglasses);
watches; clocks; parts for watches or clocks sold for more than 9 Opera glass, lor
cents each; opera glasses; lorgnettes; marine glasses; field glasses; gnettesetc.

.... Minimum cost and
and binoculars. No tax shall be imposed under this section on articles for religios
any article used for religious purposes, or any article (other than purp

8eS excepted.
watch parts or clock parts) sold for less than $3.

Automobiles.
SEC. 606. TAX ON AUTOMOBILES, ETC.

There is hereby imposed upon the following articles sold by the
manufacturer, producer, or importer, a tax equivalent to the follow-
ing percentages of the price for which so sold: Truck chassis and

(a) Automobile truck chassis and automobile truck bodies (includ- bodies.
ing in both cases parts or accessories therefor sold on or in connec-

261
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M"NIFCT"E' tion therewith or with the sale thereof), 2 per centum. A sale of an
automobile truck shall, for the purposes of this subsection, be con-
sidered to be a sale of the chassis and of the body.

choitcur tomobile (b) Other automobile chassis and bodies and motor cycles
Accessories included. (including in each case parts or accessories therefor sold on or in con-
Tractorsexcepted. nection therewith or with the sale thereof), except tractors, 3 per

centum. A sale of an automobile shall, for the purposes of this sub-
section, be considered to be a sale of the chassis and of the body.

Parts and ccessories (C) Parts or accessories (other than tires and inner tubes) for any
not inudingtresand of the articles enumerated in subsection (a) or (b), 2 per centum.

For the purposes of this subsection and subsections (a) and (b),
spark plugs, storage batteries, leaf springs, coils, timers, and tire
chains, which are suitable for use on or in connection with, or as
component parts of, any of the articles enumerated in subsection
(a) or (b), shall be considered parts or accessories for such articles,

Automobile chassis whether or not primarily adapted for such use. This subsection
ad boeclude. shall not apply to chassis or bodies for automobile trucks or other

Applicability of tax automobiles. Under regulations prescribed by the Commissioner,
with the approval of the Secretary, the tax under this subsection
shall not apply in the case of sales of parts or accessories by the man-
ufacturer, producer, or importer to a manufacturer or producer ofesale. any of the articles enumerated in subsection (a) or (b). If any
such parts or accessories are resold by such vendee otherwise than
on or in connection with, or with the sale of, an article enumerated
in subsection (a) or (b) and manufactured or produced by such
vendee, then for the purposes of this section the vendee shall be
considered the manufacturer or producer of the parts or accessories
so resold.

emptions on r ex- (d) Under regulations prescribed by the Commissioner, with the
approval of the Secretary, the tax under subsection (a) or (b) shall
not apply in the case of sales of bodies by the manufacturer, pro-
ducer, or importer to a manufacturer or producer of automobile
trucks or other automobiles to be sold by such vendee. For the
purposes of subsection (a) or (b) such vendee shall be considered

efndoftaxdothe manufacturer or producer of such bodies.
tires and tubes. o  (e) If tires or inner tubes on which tax has been imposed under

this title are sold on or in connection with, or with the sale of, a
chassis, body, or motor cycle, there shall (under regulations pre-
scribed by the Commissioner, with the approval of the Secretary) be
credited against the tax under this section an amount equal to, in the

Amounts. case of an automobile truck chassis or body, 2 per centum, and in the
case of any other automobile chassis or body or motor cycle, 3 per
centum-

computation. (1) of the purchase price (less, in the case of tires, the part of
such price attributable to the metal rim or rim base) if such tires

Ante,p. 2. or inner tubes were taxable under section 602 (relating to tax on
tires and inner tubes); or

Pgp. a2 (2) if such tires or inner tubes were taxable under section 622
(relating to use by manufacturer, producer, or importer) then of
the price (less, in the case of tires, the part of such price attribut-
able to the metal rim or rim base) at which such or similar tires
or inner tubes are sold, in the ordinary course of trade, by manu-
facturers, producers, or importers thereof, as determined by the
Commissioner.

tire, etd heldi so (f) (1) Where prior to August 1, 1934, any article subject to the
afterAugustl,l34. tax imposed by this section or section 602, relating to tax on tires

and inner tubes, has been sold by the manufacturer, producer, or
importer, and is on such date held by a dealer and intended for sale,
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there shall be refunded to the manufacturer, producer, or importer MANCFACTUBERS'

the amount of the tax, or if the tax has not been paid, the tax shall
be abated.

(2) As used in this subsection the term " dealer " includes a whole- Terms construed.
saler, jobber, or distributor. For the purposes of this subsection, an feld by a dealer."
article shall be considered as " held by a dealer " if title thereto has
passed to such dealer (whether or not delivery to him has been
made), and if for purposes of consumption title to such article or
possession thereof has not at any time been transferred to any
person other than a dealer.

(3) Under regulations prescribed by the Commissioner, with the Rules for balancing
approval of the Secretary, the refund provided by this subsection- credits and refunds.

(A) may be applied as a credit against the,tax shown by subsequent
returns of the manufacturer, producer, or importer, and (B) may
be made to the dealer instead of to the manufacturer, producer, or
importer, if the manufacturer, producer, or importer waives any
claim for the amount so to be refunded.

(4) When the refund, credit, or abatement provided for in this Dealer to receive
subsection has been allowed to the manufacturer, producer, or Credit
importer, he shall remit to the dealer to whom was sold the article
in respect of which the refund, credit, or abatement was allowed, so
much of that amount of the tax corresponding to the refund, credit,
or abatement, as was included in or added to the price paid or agreed
to be paid by the dealer. Upon the failure of the manufacturer, pro- Liability of importer,

ducer, or importer to make such remission he shall be liable to the etc., when noncompli-

dealer for damages in the amount of three times the amount thereof, Amount of damages

and the court shall include in any judgment in favor of the dealer todealer.
in any suit for the recovery of such damages, costs of the suit and a
reasonable attorney's fee to be fixed by the court.
SEC. 607. TAX ON RADIO RECEIVING SETS, ETC. Radio receiving sets,

There is hereby imposed upon the following articles, sold by the etate.
manufacturer, producer, or importer, a tax equivalent to 5 per
centum of the price for which so sold: Chassis, cabinets, tubes,
reproducing units, power packs, and phonograph mechanisms, suit-
able for use in connection with or as part of radio receiving sets or Radio sets and con-

combination radio and phonograph sets (including in each case parts ponentparts.

or accessories therefor sold on or in connection therewith or with
the sale thereof), and records for phonographs. A sale of any two
or more of the above articles shall, for the purpose of this section,
be considered a sale of each separately.
SEC. 608. TAX ON MECHANICAL REFRIGERATORS. Mechanical refrlger-

There is hereby imposed upon the following articles, sold by the Rate.
manufacturer, producer, or importer, a tax equivalent to 5 per
centum of the price for which so sold:

(a) Household type refrigerators (for single or multiple cabinet Household t
installations) operated with electricity, gas, kerosene, or other means
(including parts or accessories therefor sold on or in connection
therewith or with the sale thereof).

(b) Cabinets, compressors, condensers, expansion units, absorbers, Refrigerator compo.
and controls (hereinafter referred to as "refrigerator components ") nn

for, or suitable for use as part of or with, any of the articles enu-
merated in subsection (a) (including in each case parts or accessories
for such refrigerator components sold on or in connection therewith
or with the sale thereof) except when sold as component parts of
complete refrigerators or refrigerating or cooling apparatus. Under toE manpfcturer etld
regulations prescribed by the Commissioner, with the approval of the
Secretary, the tax under this subsection shall not apply in the case
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"ANU'SCTURES' of sales of any such refrigerator components by the manufacturer,
producer, or importer to a manufacturer or producer of refrigerators

Application when or refrigerating or cooling apparatus. If any such refrigerator com-
subseuent sle. ponents are resold by such vendee otherwise than on or in connection

with, or with the sale of, complete refrigerators or refrigerating or
cooling apparatus, manufactured or produced by such vendee, then
for the purposes of this section the vendee shall be considered the
manufacturer or producer of the refrigerator components so resold.

Sporting goods. S'EC. 609. TAX ON SPORTING GOODS.
Rate There is hereby imposed upon the following articles, sold by the

manufacturer, producer, or importer, a tax equivalent to 10 per
Articles specified. centum of the price for which so sold: Tennis rackets, tennis racket

frames and strings, nets, racket covers and presses, skates, snowshoes,
skis, toboggans, canoe paddles, polo mallets, baseball bats, gloves,
masks, protectors, shoes and uniforms, football helmets, harness anduniforms, basket ball goals and uniforms, golf bags and clubs, lacrosse
sticks, balls of all kinds, including baseballs, footballs, tennis, golf,lacrosse, billiard and pool balls, fishing rods and reels, billiard and
pool tables, chess and checker boards and pieces, dice, games and

Exceptions. parts of games (except playing cards and children's toys and games);and all similar articles commonly or commercially known as sport-
ing goods.

Firearms, shells, and SEC. 610. TAX ON FIREARMS, SHELLS, AND CARTRIDGES.
artridge. There is hereby imposed upon firearms, shells, and cartridges, sold

by the manufacturer, producer, or importer, a tax equivalent to 10per centum of the price for which so sold. The tax imposed by this
Exceptioniffor ov- section shall not apply (1) to articles sold for the use of the Unitedernmental, etc., use. States, any State, Territory, or possession of the United States, any
Pistolsandrevolvers political subdivision thereof, or the District of Columbia, or (2) to

pistols and revolvers.
Cameras. SEC. 611. TAX ON CAMERAS.
Rate. There is hereby imposed upon cameras (except aerial cameras),Lenses. weighing not more than 100 pounds, and lenses for such cameras,

sold by the manufacturer, producer, or importer, a tax equivalent
to 10 per centum of the price for which so sold.

Matches. SEC. 612. TAX ON MATCHES.
Rate. There is hereby imposed upon matches, sold by the manufacturer,

producer, or importer, a tax of 2 cents per 1,000 matches, except thatP apermatehes. in the case of paper matches in books the tax shall be 1/2 of 1 cent
per 1,000 matches.

Candy. SEC. 613. TAX ON CANDY.
Rate. There is hereby imposed upon candy, sold by the manufacturer,

producer, or importer, a tax equivalent to 2 per centum of the price
for which so sold.

Chewinggum. SEC. 614. TAX ON CHEWING GUM.
There is hereby imposed upon chewing gum or substitutes there-

for, sold by the manufacturer, producer, or importer, a tax equiva-Rate. lent to 2 per centum of the price for which so sold.
Softdrinks. SEC. 615. TAX ON SOFT DRINKS.

(a) There is hereby imposed-
Berages .m e - (1) Upon all beverages derived wholly or in part from cerealsor substitutes therefor, containing less than one-half of 1 per

Rate. centum of alcohol by volume, sold by the manufacturer, producer,
or importer, a tax of 1/4 cents per gallon.
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(2) Upon unfermented grape juice, in natural or concentrated MANUFACTURERS'

form (whether or not sugar has been added), containing 35 per EXCISE IAX

centum or less of sugars by weight, sold by the manufacturer, Rate.'c
producer, or importer, a tax of 5 cents per gallon.

(3) Upon all unfermented fruit juices (except grape juice), Fruit juice.
in natural or slightly concentrated form, or such fruit juices to
which sugar has been added (as distinguished from finished or
fountain syrups), intended for consumption as beverages with
the addition of water or water and sugar, and upon all imitations Imitations, carbon.
of any such fruit juices, and upon all carbonated beverages, corn- ated beverages, etc.
monly known as soft drinks (except those described in paragraph
(1)), manufactured, compounded, or mixed by the use of con-
centrate, essence, or extract, instead of a finished or fountain
syrup, sold by the manufacturer, producer, or importer, a tax Rate.
of 2 cents per gallon.

(4) Upon all still drinks (except grape juice), containing less Ifcontainingalcohol.
than one-half of 1 per centum of alcohol by volume, intended for
consumption as beverages in the form in which sold (except natural
or artificial mineral and table waters and imitations thereof, and
pure apple cider), sold by the manufacturer, producer, or importer, Rate.
a tax of 2 cents per gallon.

(5) Upon all natural or artificial mineral waters or table waters, wter;l and table
whether carbonated or not, and all imitations thereof, sold by
the producer, bottler, or importer thereof, in bottles or other
closed containers, at over 1212 cents per gallon, a tax of 2 cents Rat

e-
per gallon.

(6) Upon all finished or fountain syrups of the kinds used in Foutnsyuetc
manufacturing, compounding, or mixing drinks commonly known
as soft drinks, sold by the manufacturer, producer, or importer, a Rat

e-
tax of 6 cents per gallon; except that in the case of any such syrups tIfold to manufac-
intended to be used in the manufacture of carbonated beverages
sold in bottles or other closed containers the rate shall be 5 cents
per gallon. Where any person conducting a soda fountain, ice fWh mdantfacture
cream parlor, or other similar place of business manufactures any business.
syrups of the kinds described in this paragraph, there shall be
levied, assessed, collected, and paid on each gallon manufactured
and used in the preparation of soft drinks a tax of 6 cents per
gallon; and where any person manufacturing carbonated beverages
manufactures and uses any such syrups in the manufacture of
carbonated beverages sold in bottles or other closed containers
there shall be levied, assessed, collected, and paid on each gallon
of such syrups a tax of 5 cents per gallon. The taxes imposed by Exception.
this paragraph shall not apply to finished or fountain syrups sold An t , p.26O.
for use in the manufacture of a beverage subject to tax under
paragraph (1) or (4), nor to any article enumerated in section
601 (c) (3).

(7) Upon all carbonic acid gas sold by the manufacturer, pro- Carbonic add ga
ducer, or importer, or by a dealer in such gas, to a manufacturer
of any carbonated beverages, or to any person conducting a soda
fountain, ice cream parlor, or other similar place of business, and
upon all carbonic acid gas used by the manufacturer, producer,
or importer thereof in the preparation of soft drinks, a tax of
4 cents per pound.
(b) Each manufacturer, producer or importer of any of the qoethY returns

articles enumerated in subsection (a) and each person who sells
carbonic acid gas to a manufacturer of carbonated beverages or to
a person conducting a soda fountain, ice cream parlor, or other
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MANEACTURr similar place of business, shall make monthly returns under oath
in duplicate and pay the tax imposed in respect of the articles
enumerated in subsection (a) to the collector for the district in
which is located his principal place of business, or, if he has no
principal place of business in the United States, then to the collector

contents, at Baltimore, Maryland. Such returns shall contain such informa-
tion and be made at such times and in such manner as the Com-
missioner, with the approval of the Secretary, may by regulations

Payment, prescribe. The tax shall, without assessment by the Commissioner
or notice from the collector, be due and payable to the collector at

interest on overdue the time so fixed for filing the return. If the tax is not paid when
tax. due, there shall be added as part of the tax interest at the rate of

1 per centum a month from the time the tax became due until paid.
Certifieateofregistry. (c) Each person required to pay any tax imposed by subsection

(a) shall procure and keep posted a certificate of registry in accord-
ance with regulations to be prescribed by the Commissioner, with

Penalty for failureto the approval of the Secretary. Any person who fails to register
register. or keep posted any certificate of registry in accordance with such

regulations shall be subject to a penalty of not more than $1,000
for each such offense.

Electrical energy. SEC. 616. TAX ON ELECTRICAL ENERGY.
Rate. (a) There is hereby imposed a tax equivalent to 3 per centum of
Payment. the amount paid on or after the fifteenth day after the date of the

enactment of this Act, for electrical energy for domestic or com-
mercial consumption furnished after such date and before July 1,
1934, to be paid by the person paying for such electrical energy and
to be collected by the vendor.

collection. (b) Each vendor receiving any payments specified in subsection
(a) shall collect the amount of the tax imposed by such subsection

MeoRtly returns by from the person making such payments, and shall on or before the
last day of each month make a return, under oath, for the preceding
month, and pay the taxes so collected, to the collector of the district
in which his principal place of business is located, or if he has no

Information therein. principal place of business in the United States, to the collector at
Baltimore, Maryland. Such returns shall contain such information
and be made in such manner as the Commissioner with the approval

Regulations govern- of the Secretary may by regulation prescribe. The Commissioner
g timextensons. may extend the time for making returns and paying the taxes

collected, under such rules and regulations as he shall prescribe with
the approval of the Secretary, but no such extension shall be for

Post, . 77. more than 90 days. The provisions of sections 771 to 774, inclusive,
shall, in lieu of the provisions of sections 619 to 629, inclusive, be
applicable in respect of the tax imposed by this section.

Exepltion if fur- () No tax shall be imposed under this section upon any payment
tail,etugo, ren- received for electrical energy furnished to the United States or to

any State or Territory, or political subdivision thereof, or the
Right to exemption. District of Columbia. The right to exemption under this subsection

shall be evidenced in such manner as the Commissioner with the
approval of the Secretary may by regulation prescribe.

Gasoline. SEC. 617. TAX ON GASOLINE.
Rate. (a) There is hereby imposed on gasoline sold by the importer
Exception. thereof or by a producer of gasoline, a tax of 1 cent a gallon, except

that under regulations prescribed by the Commissioner with the
approval of the Secretary the tax shall not apply in the case of sales
to a producer of gasoline.

Whenixcptio n not (b) If a producer or importer uses (otherwise than in the produc-
tion of gasoline) gasoline sold to him free of tax, or produced or
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imported by him, such use shall for the purposes of this title be MANUFACTURERS'
considered a sale. EXCIS TAX

(c) As used in this section- Terms construed.

(1) the term "producer" includes a refiner, compounder, or "Producer."
blender, and a dealer selling gasoline exclusively to producers of
gasoline, as well as a producer.

(2) the term " gasoline " means gasoline, benzol, and any other "Gasoline"

liquid the chief use of which is as a fuel for the propulsion of
motor vehicles, motor boats, or aeroplanes.

SEC. 618. DEFINITION OF SALE. "Sale."
For the purposes of this title, the lease of an article shall be

considered the sale of such article.
SEC. 619. SALE PRICE. Sale price.

(a) In determining, for the purposes of this title, the price coverings, contain-
for which an article is sold, there shall be included any charge for ers, etc., included.

coverings and containers of whatever nature, and any charge inci- Tax imposed ex-
dent to placing the article in condition packed ready for shipment, eluded.
but there shall be excluded the amount of tax imposed by this title, Transportation, de-
whether or not stated as a separate charge. A transportation, de- livery, etc., chge

livery, insurance, installation, or other charge (not required by the
foregoing sentence to be included) shall be excluded from the price
only if the amount thereof is established to the satisfaction of the
Commissioner, in accordance with the regulations.

(b) If an article is- article sold at less than
1) sold at retail; fair market price.

2) sold on consignment; or
3) sold (otherwise than through an arm's-length transaction)

at less than the fair market price;
the tax under this title shall (if based on the price for which the
article is sold) be computed on the price for which such articles are
sold, in the ordinary course of trade, by manufacturers or producers
thereof, as determined by the Commissioner.

(c) In the case of (1) a lease, (2) a contract for the sale of an Proportionate pay-ment of tax, if article
article wherein it is provided that the price shall be paid by install- sold on installment
ments and title to the article sold does not pass until a future date tln' conditonal sale
notwithstanding partial payment by installments, or (3) a condi-
tional sale, there shall be paid upon each payment with respect to
the article that portion of the total tax which is proportionate to
the portion of the total amount to be paid represented by such
payment.
SEC. 620. SALE OF ARTICLES FOR FURTHER MANUFACTURE. Sale ofarticles or fur.

Under regulations prescribed by the Commissioner with the ther
approval of the Secretary, no tax under this title shall be imposed Taxexemptions
upon any article (other than a tire or inner tube, or an article taxable Tires tbes and rs
under section 604, relating to the tax on furs) sold for use as Ante, p.2s1.
material in the manufacture or production of, or for use as a com-
ponent part of, an article to be manufactured or produced by the
vendee which will be taxable under this title or sold free of tax
by virtue of this section. If the vendee resells an article sold to Resale byvendee
him free of tax under this section, then for the purposes of this title
he shall be considered the manufacturer or producer of such article.
SEC. 621. CREDITS AND REFUNDS. Creditsand refnds.

(a) A credit against tax under this title, or a refund, may be To whom allowed.
allowed or made-

rManufacturer or pro-(1) to a manufacturer or producer, in the amount of any tax ducerwhenusngtaxed
under this title which has been paid with respect to the sale of articles-

267
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IMANUFAIRS' any article (other than a tire or inner tube) purchased by him
and used by him as material in the manufacture or production of,
or as a component part of, an article with respect to which tax
under this title has been paid, or which has been sold free of tax
by virtue of section 620, relating to sales of articles for further
manufacture.

Persons upon ra - (2 ) to any person who has paid tax under this title with
respect to an article, when the price on which the tax was based is
readjusted by reason of return or repossession of the article or a
covering or container, or by a bona fide discount, rebate, or allow-
ance; in the amount of that part of the tax proportionate to the
part of the price which is refunded or credited.

Regulationstobepre- (b) Credit or refund under subsection (a) shall be allowed or
cribed. made only upon compliance with regulations prescribed by the

Commissioner with the approval of the Secretary.
Interest not allowed. (c) In no case shall interest be allowed with respect to any

amount of tax under this title credited or refunded.
tablish right to receive No ortabooincesSrItoes- (d) No overpayment of tax under this title shall be credited or
fund. refunded (otherwise than under subsection (a)), in pursuance of a

court decision or otherwise, unless the person who paid the tax
establishes, in accordance with regulations prescribed by the Com-
missioner with the approval of the Secretary, (1) that he has not

Tax not included in included the tax in the price of the article with respect to which it
was imposed, or collected the amount of tax from the vendee, or

Repayment to 
ulti- (2) that he has repaid the amount of the tax to the ultimate pur-

onsuer, chaser of the article, or unless he files with the Commissioner writ-
ten consent of such ultimate purchaser to the allowance of the credit
or refund.

pUsebymsanufactrer, SEC. 622. USE BY MANUFACTURER, PRODUCER, OR IMPORTER.producer, or importer.
If-

Computation of tax. (1) any person manufactures, produces, or imports an article
Exemptions. (other than a tire or inner tube) and uses it (otherwise than as

material in the manufacture or production of, or as a component
part of, another article to be manufactured or produced by him
which will be taxable under this title or sold free of tax by virtue

Ante, p. 2. of section 620, relating to sale of articles for further manufac-
ture); or

(2) any person manufactures, produces, or imports a tire or
261inner tube and sells it on or in connection with, or with the sale
Ae l of, an article taxable under section 606(a) or (b), relating to the

tax on automobiles, or uses it;
he shall be liable for tax under this title in the same manner as if
such article was sold by him, and the tax (if based on the price for
which the article is sold) shall be computed on the price at which
such or similar articles are sold, in the ordinary course of trade, by
manufacturers, producers, or importers thereof, as determined by
the Commissioner.

Salesbyothers. SEC. 623. SALES BY OTHERS THAN MANUFACTURER, PRODUCER,
OR IMPORTER.

Liability for tax,whenacqirng rigtto In case any person acquires from the manufacturer, producer,
sell. or importer of an article, by operation of law or as a result of

any transaction not taxable under this title, the right to sell such
article, the sale of such article by such person shall be taxable under
this title as if made by the manufacturer, producer, or importer,
and such person shall be liable for the tax.
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SEC. 624. EXEMPTION OF ARTICLES MANUFACTURED OR PRODUCED MANUFACTURERS'
BY INDIANS. EXCISE TAX

No tax shall be imposed under this title on any article of native Exemptionofarticles
Indian handicraft manufactured or produced by Indians on Indian dians.
reservations, or in Indian schools, or by Indians under the juris- Whenexempt.

diction of the United States Government in Alaska.
SEC. 625. CONTRACTS PRIOR TO MAY 1, 1932.

(a) If (1) any person has, prior to May 1, 1932, made a bona fide
contract for the sale, after the tax takes effect, of any article in
respect of the sale of which a tax is imposed under this title, or in
respect of which a tax is imposed under this subsection, and (2) such
contract does not permit the adding to the amount to be paid under
such contract, of the whole of such tax, then (unless the contract
prohibits such addition) the vendee shall, in lieu of the vendor, pay
so much of the tax as is not so permitted to be added to the contract
price. If a contract of the character above described was made with
the United States or with any person other than a dealer, no tax
shall be collected under this title.

(b) The taxes payable by the vendee shall be paid to the vendor
at the time the sale is consummated, and shall be collected, returned,
and paid to the United States by such vendor in the same manner
as provided in section 702. In case of failure or refusal by the
vendee to pay such taxes to the vendor, the vendor shall report the
facts to the Commissioner, who shall cause collection of such taxes
to be made from the vendee.

Contracts prior to
May 1,1932.

Payment of tax by
vendee, if addition to
contract price not per-
mitted.

Post, p. 302.

Government con-
tracts exempt.

Payment at consum-
mation of sale.

If failure or refusal.

SEC. 626. RETURN AND PAYMENT OF MANUFACTURERS' TAXES. Returnandpaymentof manufacturers' taxes
(a) Every person liable for any tax imposed by this title other Monthly returns re-

than taxes on importation (except tax under section 615, relating qAnt,;p. 24.
to tax on soft drinks) shall make monthly returns under oath in
duplicate and pay the taxes imposed by this title to the collector
for the district in which is located his principal place of business
or, if he has no principal place of business in the United States, then
to the collector at Baltimore, Maryland. Such returns shall contain Contents

such information and be made at such times and in such manner as
the Commissioner, with the approval of the Secretary, may by
regulations prescribe.

(b) The tax shall, without assessment by the Commissioner or Paymentoftax.

notice from the collector, be due and payable to the collector at
the time so fixed for filing the return. If the tax is not paid when nta et on overdue
due, there shall be added as part of the tax interest at the rate of
1 per centum a month from the time when the tax became due
until paid.
SEC. 627. APPLICABILITY OF ADMINISTRATIVE PROVISIONS. Aplirabilety of vd-

All provisions of law (including penalties) applicable in respect sions. ctoi
Revenue Act of 19=.

of the taxes imposed by section 600 of the Revenue Act of 1926, Vol.44, p.93.
shall, in so far as applicable and not inconsistent with this Act, be
applicable in respect of the taxes imposed by this title.

SEC. 628. RULES AND REGULATIONS. u
les and regula-

The Commissioner, with the approval of the Secretary, shall meribed by Con-

prescribe and publish all needful rules and regulations for the proval of Secretary.

enforcement of this title in so far as it relates to the taxes on articles
sold by the manufacturer, producer, or importer. The Secretary Publication.

shall prescribe and publish all needful rules and regulations for the
enforcement of this title in so far as it relates to the taxes which
under the provisions of section 601(b) are to be levied, assessed, Ant, p.25.
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MXUAC T
UER
B S ' collected, and paid in the same manner as duties imposed by the

Tariff Act of 1930.
Effective date. SEC. 629. EFFECTIVE DATE.

This title shall take effect on the fifteenth day after the date of
the enactment of this Act, except that section 628, relating to rules
and regulations, and this section, shall take effect on the date of the
enactment of this Act. No sale or importation after June 30, 1934
(or after July 31, 1934, in the case of articles taxable under section
606, relating to the tax on automobiles, etc., or section 602, relating
to the tax on tires and inner tubes, or after June 30, 1933, in the
case of articles taxable under section 617, relating to the tax on
gasoline), shall be taxable under this title.

ousite-Mella"e TITLE V-MISCELLANEOUS TAXES

andcableph, clesip Part I-Tax on Telegraph, Telephone, Radio, and Cable Facilities

Imposition. SEC. 701. IMPOSITION.
Effective date. (a) On and after the fifteenth day after the date of the enactment

of this Act, there shall be imposed-
Rates. (1) in the case of each telegraph, telephone, cable, or radio

dispatch, message, or conversation, which originates on or after
such date and before July 1, 1934, within the United States, a
tax at the following rates:

telephone onve (A) Telephone conversations for which the charge is 50 cents
or more and less than $1, 10 cents; for which the charge is
$1 or more and less than $2, 15 cents; for which the charge is
$2 or more, 20 cents;

Telegraph messages. (B) telegraph dispatches and messages, 5 per centum of the
amount charged therefor; and

Only one pament (C) cable and radio dispatches and messages, 10 cents;
required. but only one payment of such tax shall be required, notwithstand-

ing the lines or stations of one or more persons are used for the
transmission of such dispatch, message, or conversation; and

Leased wre, et. (2) a tax equivalent to 5 per centum of the amount paid on or
after the fifteenth day after the date of the enactment of this
Act to any telegraph or telephone company for any leased wire
or talking circuit special service furnished on or after such date

Exception. and before July 1, 1934. This paragraph shall not apply to the
amount paid for so much of such service as is utilized in the
conduct, by a common carrier or telephone or telegraph company
or radio broadcasting station or net work, of its business as such.

furnished the Govern- (b) No tax shall be imposed under this section upon any payment
ment, etc., exempt, received for services or facilities furnished to the United States

or to any State or Territory, or political subdivision thereof, or the
District of Columbia, nor upon any payment received from any
person for services or facilities utilized in the collection of news
for the public press or in the dissemination of news through the
public press, if the charge for such services or facilities is billed

ight to exepion. in writing to such person. The right to exemption under this sub-
section shall be evidenced in such manner as the Commissioner with
the approval of the Secretary may by regulation prescribe.

Returns and pay- SEC. 702. RETURNS AND PAYMENT OF TAX.ment of tax.
payment. (a) The taxes imposed by section 701 shall be paid by the person

paying for the services or facilities.
collection. (b) Each person receiving any payments specified in section 701

shall collect the amount of the tax imposed by such section from the
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person making such payments, and shall on or before the last day MISCELLNEOUS TAXES

of each month make a return, under oath, for the preceding month, Monthly returns re-

and pay the taxes so collected, to the collector of the district in quired.
which his principal place of business is located, or if he has no prin-
cipal place of business in the United States, to the collector at
Baltimore, Maryland. Such returns shall contain such information Contents.
and be made in such manner as the Commissioner with the approval
of the Secretary may by regulation prescribe. The Commissioner Regulations govern-

may extend the time for making returns and paying the taxes col- ng tie extentions.
lected, under such rules and regulations as he shall prescribe with
the approval of the Secretary, but no such extension shall be for
more than 90 days.

Part II-Admissions Tax Part I-Admissions
tax.

SEC. 711. ADMISSIONS TAX.
(a) Paragraph (1) of section 500(a) of the Revenue Act of 1926, Reenvue Act ofl926,

as amended, is amended to read as follows: VOl. 44, p 91.

"(1) A tax of 1 cent for each 10 cents or fraction thereof of Rate.

the amount paid for admission to any place, including admission
by season ticket or subscription, to be paid by the person paying
for such admission; except that in case the amount paid for
admission is less than 41 cents, no tax shall be imposed. In the Persons admitted

free or at reduced rates.
case of persons (except bona fide employees, municipal officers on
official business, and children under 12 years of age) admitted
free or at reduced rates to any place at a time when and under
circumstances under which an admission charge is made to other
persons, an equivalent tax shall be collected based on the price so
charged to such other persons for the same or similar accommo-
dations, to be paid by the person so admitted. Amounts paid for Admissions byseason

admission by season ticket or subscription shall be exempt only tickets or subscription.

if the amount which would be charged to the holder or subscribed
for a single admission is less than 41 cents;"
(b) Paragraph (2) of section 500(a) of the Revenue Act of 1926, Vol. 44, p. 91.

as amended, is amended to read as follows:
"(2) Upon tickets or cards of admission to theaters, operas, Additional, on sales

and other places of amusement, sold at news stands, hotels, and othe adnC rice oatother than ticket of-

places other than the ticket offices of such theaters, operas, or other flces.
places of amusement, at a price in excess of the sum of the estab-
lished price therefor at such ticket offices plus the amount of any
tax imposed under paragraph (1), a tax equivalent to 10 per Rate
centum of the amount of such excess; such tax'to be returned and
paid, in the manner and subject to the interest provided in section
502, by the person selling such tickets; "
(c) Section 500 of the Revenue Act of 1926, as amended, is Vol.44 p.93.

amended by adding at the end thereof the following subdivision:
"(e) The exemption from tax provided by subdivision (b) (1) (A) Exempt entertain-

shall not be allowed in the case of admissions to wrestling matches, m'vnt'.44,p. 2.
prize fights, or boxing, sparring, or other pugilistic matches or Pugilistic exhibitions

exhibitions. The exemption from tax provided by subdivision (b) notincluded.
(1) shall not be allowed in the case of admissions to any athletic Athletic games, etc.

game or exhibition the proceeds of which inure wholly or partly
to the benefit of any college or university (including any academy
of the military or naval forces of the United States).'

(d) Subsections (a) and (c) shall take effect on the fifteenth day Effective date.

after the date of the enactment of this Act.
(e) Effective July 1, 1934, section 500(a)(1) of the Revenue Vol.44, p.91.

Act of 1926, as amended by subsection (a) of this section, is amended July, 934.ective
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MISCELANEOUS TAXES by striking out "less than 41 cents" wherever appearing in such
paragraph, and inserting in lieu thereof " $3 or less".

Part III-Stamp Part I--Stamp Taxestaxes.

Bond issues, etc. SEC. 721. STAMP TAX ON ISSUES OF BONDS, ETC.
Rateincreased. (a) Subdivision 1 of Schedule A of Title VIII of the Revenue
Vol. 44, p. 01. Act of 1926 is amended by striking out " 5 cents" and inserting in
Not applicable to lieu thereof "10 cents ", and by inserting at the end thereof a new

instrument, when pay sentence to read as follows: " The tax under this subdivision shall
nt by nta not apply to any instrument under the terms of which the obligee

is required to make payment therefor in installments and is not
permitted to make in any year a payment of more than 20 per cen-
tum of the cash amount to which entitled upon maturity of the
instrument."

Effectivedate. (b) Subsection (a) shall take effect on the 15th day after the date
of the enactment of this Act.

Jye tion efe ctive (c) Effective July 1, 1934, such subdivision 1, as amended by sub-
section (a) of this section, is amended by striking out " 10 cents"
and inserting in lieu thereof " 5 cents ".

Stock isues, etc. SEC. 722. STAMP TAX ON ISSUES OF STOCK, ETC.
Vol.44p.. (a) Subdivision 2 of Schedule A of Title VIII of the Revenue

Act of 1926 is amended to read as follows:
Capital stock. "2. Capital stock (and similar interests), issue: On each originaloriginal issue.

issue, whether on organization or reorganization, of shares or certifi-
cates of stock, or of profits, or of interest in property or accumu-
lations, by any corporation, or by any investment trust or similar
organization (or by any person on behalf of such investment trust or
similar organization) holding or dealing in any of the instruments
mentioned or described in this subdivision or subdivision 1 (whether
or not such investment trust or similar organization constitutes a
corporation within the meaning of this Act), on each $100 of par

Rarte. or face value or fraction thereof of the certificates issued by suchcorporation or by such investment trust or similar organization (or
Ptowthout ace of the shares where no certificates were issued), 10 cents: Provided,

value. That where such shares or certificates are issued without par or face
value, the tax shall be 10 cents per share (corporate share or invest-
ment trust or other organization share, as the case may be), unless
the actual value is in excess of $100 per share, in which case the tax
shall be 10 cents on each $100 of actual value or fraction thereof
of such certificates (or of the shares where no certificates were
issued), or unless the actual value is less than $100 per share, in
which case the tax shall be 2 cents on each $20 of actual value, or
fraction thereof, of such certificates (or of the shares where no
certificates were issued).

Attachingstamps. "The stamps representing the tax imposed by this subdivision
shall be attached to the stock books or corresponding records of the
organization and not to the certificates issued."

Effectivedate. (b) Subsection (a) shall take effect on the fifteenth day after the
date of the enactment of this Act.

Jal rate effective (c) Effective July 1, 1934, such subdivision 2, as amended by sub-
section (a) of this section, is amended by striking out "10 cents"
wherever appearing in such subdivision and inserting in lieu thereof
"5 cents", and by striking out "2 cents" and inserting in lieu
thereof "1 cent ".

Transfers of stoeks, SEC. 723. STAMP TAX ON TRANSFER OF STOCKS, ETC.etc.
Vol.44,p. 01. (a) Subdivision 3 of Schedule A of Title VIII of the Revenue

Act of 1926 is amended to read as follows:
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"3. Capital stock (and similar interests), sales or transfers: On MISCELLANEOUS TAXES

all sales, or agreements to sell, or memoranda of sales or deliveries of, Capital stock, sales
or transfers of legal title to any of the shares or certificates men- ortrasfers.
tioned or described in subdivision 2, or to rights to subscribe for or to
receive such shares or certificates, whether made upon or shown by
the books of the corporation or other organization, or by any assign-
ment in blank, or by any delivery, or by any paper or agreement
or memorandum or other evidence of transfer or sale (whether
entitling the holder in any manner to the benefit of such share, cer-
tificate, interest, or rights, or not), on each $100 of par or face value
or fraction thereof of the certificates of such corporation or other
organization (or of the shares where no certificates were issued), 4 Rate.
cents, and where such shares or certificates are without par or face Shares without face
value, the tax shall be 4 cents on the transfer or sale or agreement to value.

sell on each share (corporate share, or investment trust or other
organization share, as the case may be): Provided, That in case Additional if selling
the selling price, if any, is $20 or more per share the above rate price $20 

or more 
per

shall be 5 cents instead of 4 cents: Provided further, That it is not Deposits as collateral
intended by this title to impose a tax upon an agreement evidencing exempt.
a deposit of certificates as collateral security for money loaned
thereon, which certificates are not actually sold, nor upon the
delivery or transfer for such purpose of certificates so deposited nor
upon the return of stock loaned: Provided further, That the tax shall etBrke't deliveries,
not be imposed upon deliveries or transfers to a broker for sale, nor
upon deliveries or transfers by a broker to a customer for whom and
upon whose order he has purchased same, but such deliveries or
transfers shall be accompanied by a certificate setting forth the
facts: Provided further, That the tax shall not be imposed upon Deliveries in trust.
deliveries or transfers from a fiduciary to a nominee of such fiduci-
ary, or from one nominee of such fiduciary to another, if such shares
or certificates continue to be held by such nominee for the same pur-
pose for which they would be held if retained by such fiduciary, or
from the nominee to such fiduciary, but such deliveries or transfers
shall be accompanied by a certificate setting forth the facts: Pro- tamps laced on
vided further, That in case of sale where the evidence of transfer corporation looks.
is shown only by the books of the corporation or other organization
the stamp shall be placed upon such books; and where the change of On certifcate s-
ownership is by transfer of the certificate the stamp shall be placed
upon the certificate; and in cases of an agreement to sell or where On ill of sale.
the transfer is by delivery of the certificate assigned in blank there
shall be made and delivered by the seller to the buyer a bill or
memorandum of such sale, to which the stamp shall be affixed; and Details required.
every bill or memorandum of sale or agreement to sell before men-
tioned shall show the date thereof, the name of the seller, the
amount of the sale, and the matter or thing to which it refers. Any Punishment for sales
person liable to pay the tax as herein provided, or anyone who acts
in the matter as agent or broker for such person, who makes any such
sale, or who in pursuance of any such sale delivers any certificate or
evidence of the sale of any stock, share, interest or right, or bill or
memorandum thereof, as herein required, without having the proper
stamps affixed thereto, with intent to evade the foregoing provisions,
shall be deemed guilty of a misdemeanor, and upon conviction
thereof shall pay a fine of not exceeding $1,000, or be imprisoned not
more than six months, or both."

(b) Subsection (a) shall take effect on the fifteenth day after the Effective date.
date of the enactment of this Act.

(c) Effective July 1, 1934, such subdivision 3, as amended by sub- Tax rate effective
section (a) of this section, is amended by striking out "4 cents" July 1934.

wherever appearing in such subdivision and inserting in lieu thereof
3051'°-33-18
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MISCELLA.NOUS TAXES "2 cents", and by striking out the following: "in case the selling
price, if any, is $20 or more per share the above rate shall be 5 cents
instead of 4 cents: Provided further, That ".

Bond transfers, etc. SEC. 724. STAMP TAX ON TRANSFER OF BONDS, ETC.
Vol. 44, p.103. (a) Schedule A of Title VIII of the Revenue Act of 1926 is

amended by adding at the end thereof a new subdivision to read
as follows:

Bonds, etc., sales or " 9. Bonds, etc., sales or transfers: On all sales, or agreements
to sell, or memoranda of sales or deliveries of, or transfers of legal
title to any of the instruments mentioned or described in subdivision
1 and of a kind the issue of which is taxable thereunder, whether
made by any assignment in blank or by any delivery, or by any
paper or agreement or memorandum or other evidence of transfer
or sale (whether entitling the holder in any manner to the benefit

Rate. of such instrument or not), on each $100 of face value or fraction
Depositss collateral thereof, 4 cents: Provided, That it is not intended by this title to

security exempt. impose a tax upon an agreement evidencing a deposit of instruments
as collateral security for money loaned thereon, which instruments

Transfer of bonds on are not actually sold, nor upon the delivery or transfer for such
Ate, p. 196. purpose of instruments so deposited: Provided further, That the tax

shall not be imposed on deliveries or transfers of bonds in connection
with a reorganization (as defined in section 112 of the Revenue Act
of 1932) if any of the gain or loss from the exchange or distribution
involved in the delivery or transfer is not recognized under the
income tax law applicable to the year in which the delivery or trans-

Brokers' deliveries, fer is made: Provided further, That the tax shall not be imposed
upon deliveries or transfers to a broker for sale, nor upon deliveries
or transfers by a broker to a customer for whom and upon whose
order he has purchased same, but such deliveries or transfers shall
be accompanied by a certificate setting forth the facts: Provided fur-

Transfers intrust. ter, That the tax shall not be imposed upon deliveries or transfers
from a fiduciary to a nominee of such fiduciary, or from one nominee
of such fiduciary to another, if such instruments continue to be held
by such nominee for the same purpose for which they would be held
if retained by such fiduciary, or from the nominee to such fiduciary,

lang stamps but such deliveries or transfers shall be accompanied by a certificatecertifiate ps on setting forth the facts: Provided further, That where the change of
On bill of sale. ownership is by transfer of the instrument the stamp shall be placedupon the instrument; and in cases of an agreement to sell or where

the transfer is by delivery of the instrument assigned in blank
there shall be made and delivered by the seller to the buyer a bill

Details required or memorandum of such sale, to which the stamp shall be affixed;
and every bill or memorandum of sale or agreement to sell before
mentioned shall show the date thereof, the name of the seller, the

Punishment for sales amount of the sale, and the matter or thing to which it refers. Anywithout stamps.
person liable to pay the tax as herein provided, or anyone who acts
in the matter as agent or broker for such person, who makes any
such sale, or who in pursuance of any such sale delivers any certifi-
cate or evidence of the sale of any such instrument, or bill or mem-
orandum thereof, as herein required, without having the proper
stamps affixed thereto, with intent to evade the foregoing provisions,
shall be deemed guilty of a misdemeanor, and upon conviction
thereof shall pay a fine of not exceeding $1,000, or be imprisoned
not more than six months, or both."

Effective date. (b) Subsection (a) shall take effect on the fifteenth day after
the date of the enactment of this Act.
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(c) Subdivision 9 of Schedule A of Title VIII of the Revenue MISCELLANEOUS TAXES

Act of 1926, added to such schedule by subsection (a) of this section, Repeal effective July
is repealed effective July 1, 1934. 1 34

SEC 725. STAMP TAX ON CONVEYANCES.
Schedule A of Title VIII of the Revenue Act of 1926 is amended Conveyances.

by adding at the end thereof a new subdivision to read as follows: Vol. 44, p. 103.
"8. Conveyances: Deed, instrument, or writing, delivered on or Rates.

after the 15th day after the date of the enactment of the Revenue
Act of 1932 and before July 1, 1934 (unless deposited in escrow
before April 1, 1932), whereby any lands, tenements, or other realty
sold shall be granted, assigned, transferred, or otherwise conveyed
to, or vested in, the purchaser or purchasers, or any other person
or persons, by his, her, or their direction, when the consideration
or value of the interest or property conveyed, exclusive of the value
of any lien or encumbrance remaining thereon at the time of sale,
exceeds $100 and does not exceed $500 50 cents; and for each addi-
tional $500 or fractional part thereof, 50 cents. This subdivision
shall not apply to any instrument or writing given to secure a debt."
SEC. 726. STAMP TAX ON SALES OF PRODUCE FOR FUTURE Sales of produce for

DELIVERY. future delivery.

(a) Subdivision 4 of Schedule A of Title VIII of the Revenue vol. 44, p. 102.
Act of 1926 is amended by striking out " 1 cent " wherever appearing Rate.
in such subdivision, and inserting in lieu thereof " 5 cents ".

(b) Subsection (a) shall take effect on the fifteenth day after the Effectivedate.

date of the enactment of this Act.
(c) Effective July 1, 1934, such subdivision 4, as amended by Exemption effective

subsection (a) of this section, is amended by striking out " 5 cents y '
wherever appearing in such subdivision and inserting in lieu thereof
"1 cent".

Part IV-Tax on Transportation of Oil by Pipe Line

SEC. 731. TAX ON TRANSPORTATION OF OIL BY PIPE LINE. Transportation of oil

(a) There is hereby imposed upon all transportation of crude b3iectie date.
petroleum and liquid products thereof by pipe line originating on
or after the fifteenth day after the date of the enactment of this
Act and before July 1, 1934-

(1) A tax equivalent to 4 per centum of the amount paid on Rate.
or after the fifteenth day after the date of the enactment of this
Act for such transportation, to be paid by the person furnishing Payment.
such transportation.

(2) In case no charge for transportation is made, either by If no transportation

reason of ownership of the commodity transported or for any other cos

reason, a tax equivalent to 4 per centum of the fair charge for
such transportation, to be paid by the person furnishing such
transportation.

(3) If (other than in the case of an arm's length transaction) lIf tansportation cost
the payment for transportation is less than the fair charge there- an fair carge.

for, a tax equivalent to 4 per centum of such fair charge, to be
paid by the person furnishing such transportation.
(b) For the purposes of this section, the fair charge for transpor- Cohmputation of fair

tation shall be computed-
(1) from actual bona fide rates or tariffs, or
(2) if no such rates or tariffs exist, then on the basis of the

actual bona fide rates or tariffs of other pipe lines for like services,
as determined by the Commissioner, or
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MISCELLANEOUS TAXES (3) if no such rates or tariffs exist, then on the basis of a reason-
able charge for such transportation, as determined by the Commis-
sioner.

Monthly returns re (c) Every person liable for the tax imposed under subsection (a)
shall make monthly returns under oath in duplicate and pay such
taxes to the collector for the district in which is located his principal
place of business or, if he has no principal place of business in the

contents. United States, then to the collector at Baltimore, Maryland. Such
returns shall contain such information and be made at such times and
in such manner as the Commissioner, with the approval of the Secre-
tary, may by regulations prescribe.

Part V-Tax on Leases of Safe Deposit Boxes
Leasesofsafedeposit SEC. 741. TAX ON LEASES OF SAFE DEPOSIT BOXES.boxes.
Rate. (a) There is hereby imposed a tax equivalent to 10 per centum of
Effective date. the amount collected on or after the fifteenth day after the date of

the enactment of this Act, for the use after such date of any safe
deposit box, such tax to be paid by the person paying for the use of
the safe deposit box.

cafe deposit box (b) For the purposes of this section any vault, safe, box, or other
receptacle, of not more than 40 cubic feet capacity, used for the
safekeeping or storage of jewelry, plate, money, specie, bullion,
stocks, bonds, securities, valuable papers of any kind, or other valu-
able personal property, shall be regarded as a safe deposit box.

collection. (c) Every person making any collections specified in subsection
(a) shall collect the amount of tax imposed by such subsection from
the person paying for the use of the safe deposit box, and shall on

qMothly returns r or before the last day of each month make a return, under oath,
for the preceding month, and pay the tax imposed by subsection (a),
to the collector for the district in which is located his principal place
of business, or, if he has no principal place of business in the United

ontents. States, then to the collector at Baltimore, Maryland. Such returns
shall contain such information and be made in such manner as the
Commissioner, with the approval of the Secretary, may by regula-
tions prescribe.

Part VI-Tax on Checks, Etc.
Tax on checks, etc. SEC. 751. TAX ON CHECKS, ETC.

(a) There is hereby imposed a tax of 2 cents upon each of the
Efective date. following instruments, presented for payment on or after the 15th

day after the date of the enactment of this Act and before July 1,payment. 1934: Checks, drafts, or orders for the payment of money, drawn upon
any bank, banker, or trust company; such tax to be paid by the
maker or drawer.

collection. (b) Every person paying any of the instruments mentioned in
subsection (a) as drawee of such instrument shall collect the amount

onthly returns ref the tax imposed under such subsection by charging such amount
ired. turns r against any deposits to the credit of the maker or drawer of such

instrument, and shall on or before the last day of each month make
a return, under oath, for the preceding month, and pay such taxes
to the collector of the district in which his principal place of busi-
ness is located, or if he has no principal place of business in the

CUtents. nited States, to the collector at Baltimore, Maryland. Such
ndemnifcation returns shall contain such information and be made in such a man-

ainst claims. ner as the Commissioner, with the approval of the Secretary, may by
regulations prescribe. Every person required to collect any tax

q

as
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under this section is hereby indemnified against the claims and MISCELLANEOUS TAXES

demands of any person for the amount of any payments made in
accordance with the provisions of this section.

Part VII-Tax on Boats Tax on boats.

SEC. 761. TAX ON USE OF BOATS. Effective dates.
(a) On and after July 1, 1932, and on July 1, 1933, and also

at the time of the original purchase of a new yacht or other boat
by a user, if on any other date than July 1 and before July 1, 1934,
there is hereby imposed upon the use of yachts, pleasure boats, power
boats, sailing boats, and motor boats with fixed or outboard engines, Exceptions
not used exclusively for trade, fishing, or national defense, a tax
at the following rates:

1) Length over 28 feet and not over 50 feet, $10. Rates.
(2 Length over 50 feet and not over 100 feet, $40.
(3 Length over 100 feet and not over 150 feet, $100.
(4) Length over 150 feet and not over 200 feet, $150.
(5) Length over 200 feet, $200.
(b) In the case of any of the foregoing if foreign built and Additional, if foreign

not owned on January 1, 1926, by a citizen of the United States built, etc.

or by a domestic partnership or corporation, the tax under this
section shall be twice the amount of the tax provided in subsec-
tion (a).

(c) In determining the length of any of the foregoing, the meas- Determining length.

urement of over-all length shall govern.
(d) In the case of a tax imposed at the time of the original pur- Proportioning tax on

chase of a new yacht or boat on any other date than July 1, the use'
amount to be paid shall be the same number of twelfths of the
amount of the tax as the number of calendar months (including
the month of sale) remaining prior to the following July 1.

(e) This section shall not apply to any yacht or other boat which Tax exemptboats.

is used without profit by any benevolent, charitable, or religious
organization, exclusively for furnishing aid, comfort, or relief to
seamen.

(f) The taxes imposed by this section shall be collected and paid Regplatones toverb
in such manner as the Commissioner, with the approval of the prescribed.

Secretary, shall by regulations prescribe.
(g) All provisions of law (including penalties) applicable in Provision, of eve

respect of the taxes imposed by section 702 of the Revenue Act ce.

of 1926 shall, in so far as applicable and not inconsistent with this Vol 44 p. 95

Act, be applicable in respect of the taxes imposed by this section.

Part VIII-Administrative Provisions Administrative pro.

SEC. 771. PAYMENT OF TAXES. Payment of taes.
The taxes imposed by Parts I, IV, V, and VI of this title shall. When due and pay-

without assessment by the Commissioner or notice from the collector, a

be due and payable to the collector at the time fixed for filing the
return. If the tax is not paid when due, there shall be added as Interest on overdue

part of the tax interest at the rate of 1 per centum a month from taxes.
the time the tax became due until paid.
SEC. 772. REFUNDS AND CREDITS. Refunds and credits.

(a) Credit or refund of any overpayment of tax imposed by Part AI
f 

ppA 2 75 27,6.

I, V, or VI of this title may be allowed to the person who collected
the tax and paid it to the United States if such person establishes,
to the satisfaction of the Commissioner, under such regulations
as the Commissioner with the approval of the Secretary may pre-
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MISCETANEOJS TAXES scribe, that he has repaid the amount of such tax to the person from
whom he collected it, or obtained the consent of such person to the
allowance of such credit or refund.

monthly redtd t (b) Any person entitled to refund of tax under Part I, IV, V, orVI of this title paid, or collected and paid, to the United States byhim may take credit therefor against taxes due upon any monthly
return.

(c) Any person making a refund of any payment on which taxunder Part I or V has been collected, may repay therewith theamount of tax collected on such payment, and the amount of taxso repaid may be credited against the tax under any subsequent
return.

Regulations. SEC. 773. REGULATIONS.
The Commissioner, with the approval of the Secretary, shallprescribe and publish all needful rules and regulations for the

enforcement of Parts I, IV, V, and VI of this title.
Applicability of ad- SEC. 774. APPLICABILITY OF ADMINISTRATIVE PROVISIONS.rainistrative provi-

sions. All provisions of law (including penalties) applicable in respectof the taxes imposed by section 500 of the Revenue Act of 1926,
shall, in so far as applicable and not inconsistent with this Act,be applicable in respect of the taxes imposed by Parts I, IV, V,
and VI of this title.

aTitle V-Estate tax TITLE VI-ESTATE TAX AMENDMENTSamendments.
Credit of gift tax on

estate tax. SEC. 801. CREDIT OF GIFT TAX ON ESTATE TAX.
Vol. 44, p. 69. Section 301 of the Revenue Act of 1926 is amended by inserting

after subdivision (a) a new subdivision to read as follows:
Credit allowed for " (b) (1) If a tax has been paid under Title III of the Revenuegift taxes where gii Act of 1932 on a gift, and thereafter upon the death of the donordeeased donor's gross any amount in respect of such gift is required to be included in the

value of the gross estate of the decedent for the purposes of thistitle, then there shall be credited against the tax imposed by sub-division (a) of this section the amount of the tax paid under suchTitle III with respect to so much of the property which constitutedLimit on amount of the gift as is included in the gross estate, except that the amountredit. of such credit shall not exceed an amount which bears the same
ratio to the tax imposed by subdivision (a) of this section as thevalue (at the time of the gift or at the time of the death, whichever
is lower) of so much of the property which constituted the giftas is included in the gross estate, bears to the value of the entire
gross estate.

Amountofgifttaxes "(2) For the purposes of paragraph (1), the amount of taxfor which credit is paid for any year under Title III of the Revenue Act of 1932 withrespect to any property shall be an amount which bears the sameratio to the total tax paid for such year as the value of such prop-
erty bears to the total amount of net gifts (computed without
deduction of the specific exemption) for such year."

80 percentum credit. SEC. 802. 80 PER CENTUM CREDIT.
Vol. 44, p.70. (a) Section 301(b) of the Revenue Act of 1926 is amended to

read as follows:
Credit allowed for " () The tax imposed by subdivision (a) of this section shall be

ette tes credited with the amount of any estate, inheritance, legacy, or suc-
Ante, p. 245. cession taxes actually paid to any State or Territory or the District

of Columbia, in respect of any property included in the gross estate(not including any such taxes paid with respect to the estate of a

278
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person other than the decedent). The credit allowed by this subdi- ESTATE TAX AMEND-

vision shall not exceed 80 per centum of the tax imposed by sub- M E N T S

division (a) (after deducting from such tax the credits provided by anea"ximum allow-
subdivision (b)), and shall include only such taxes as were actually Credit claimed with-
paid and credit therefor claimed within four years after the filing infour years.
of the return required by section 304, except that-

"(1) If a petition for redetermination of a deficiency has been Additionaltimeifpe.
filed with the Board of Tax Appeals within the time prescribed tion for refdenterfind
in section 308, then within such four-year period or before the
expiration of 60 days after the decision of the Board becomes Vol. 44, p.75.
final.

"(2) If, under subdivision (b) of section 305 or subdivision (i) ungrantdship to aids
of section 308, an extension of time has been granted for payment tate.
of the tax shown on the return, or of a deficiency, then within
such four-year period or before the date of the expiration of the Vol. 44, pp. 74, 75.
period of the extension.

Refund based on the credit may (despite the provisions of section Refund based on
credit may be made if319) be made if claim therefor is filed within the period above claim filed within pe

provided. Any such refund shall be made without interest, except ri
o d 

provided.
that where the overpayment was made prior to the enactment of Vol.44,p. 84,waived.

the Revenue Act of 1932, then interest shall be allowed and paid on Interest.

the amount refunded at the rate of 6 per centum per annum from
the date of the overpayment to the date of such enactment."

(b) If any return required by section 304 of the Revenue Act of Returns filed over
1926 was filed more than three years before the enactment of this Act three years ago.
(except in cases where a petition for redetermination of a deficiency Determination of
has been filed with the Board of Tax Appeals within the time vol.44, pp. 74,75.
prescribed in section 308) the credit for estate, inheritance, legacy,
or succession taxes shall be determined as if this section had not
been enacted.
SEC. 803. FUTURE INTERESTS. Future interests.

(a) Section 302(c) of the Revenue Act of 1926, as amended by ol 44, p. 70;Vol. 46,
the Joint Resolution of March 3, 1931, is amended to read as follows: ' amended.

"(c) To the extent of any interest therein of which the decedent Gross estate of dece-
dent.

has at any time made a transfer, by trust or otherwise, in contemn- Determining value
plation of or intended to take effect in possession or enjoyment at of'
or after his death, or of which he has at any time made a transfer, pTrOansfer in contem
by trust or otherwise, under which he has retained for his life or
for any period not ascertainable without reference to his death or If income for life re-
for any period which does not in fact end before his death (1) the served.
possession or enjoyment of, or the right to the income from, the I retains power of
property, or (2) the right, either alone or in conjunction with any disposition.
person, to designate the persons who shall possess or enjoy the
property or the income therefrom; except in case of a bona fide Exception.

sale for an adequate and full consideration in money or money's
worth. Any transfer of a material part of his property in the Disposition made
nature of a final disposition or distribution thereof, made by the withi two ears of
decedent within two years prior to his death without such considera- d ath
tion, shall, unless shown to the contrary, be deemed to have been made
in contemplation of death within the meaning of this title."

(b) Section 302(f) of the Revenue Act of 1926 is amended to read amended4 p. 71,
as follows:

"(f) To the extent of any property passing under a general power nopertye passingunder a general power
of appointment exercised by the decedent (1) by will, or (2) by deed of appointment.

executed in contemplation of or intended to take effect in possession
or enjoyment at or after his death, or (3) by deed under which he
has retained for his life or any period not ascertainable without rnodsadded. p

reference to his death or for any period which does not in fact end
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ESTATE TX EAN- before his death (A) the possession or enjoyment of, or the right
to the income from, the property, or (B) the right, either alone or
in conjunction with any person, to designate the persons who shall
possess or enjoy the property or the income therefrom; except in
case of a bona fide sale for an adequate and full consideration in
money or money's worth; and"

Vol. 44, p. so, (c) The first sentence of section 315(b) of the Revenue Act of
amended. 1926 is amended to read as follows:

Lienon transfers. "(b) If (1) except in the case of a bona fide sale for an adequateBeona fide sales exf-
cepted. and full consideration in money or money's worth, the decedent

makes a transfer, by trust or otherwise, of any property in contem-
plation of or intended to take effect in possession or enjoyment at

nIcertainable pe- or after his death, or makes a transfer, by trust or otherwise, under
which he has retained for his life or for any period not ascertainable
without reference to his death or for any period which does not in
fact end before his death (A) the possession or enjoyment of, or
the right to the income from, the property, or (B) the right, either
alone or in conjunction with any person, to designate the persons who

Life insuraIc. shall possess or enjoy the property or the income therefrom, or (2)
if insurance passes under a contract executed by the decedent in favor
of a specific beneficiary, and if in either case the tax in respectPersonsliable, thereto is not paid when due, then the transferee, trustee, or bene-
ficiary shall be personally liable for such tax, and such property,
to the extent of the decedent's interest therein at the time of such
transfer, or to the extent of such beneficiary's interest under such
contract of insurance, shall be subject to a like lien equal to the
amount of such tax."

dRelnquishent of SEC. 804. RELINQUISHMENT OF DOWER, ETC., AS CONSIDERATION.
Vol. 44, p. 73, amend- Section 303(d) of the Revenue Act of 1926 is amended by adding

ed.at the end thereof a new sentence to read as follows:Not held a considera- "Fo the
tion "in money orr othe purposes of this title, a relinquishment or promised relin-
money's worth." quishment of dower, curtesy, or of a statutory estate created in lieu

of dower or curtesy, or of other marital rights in the decedent's
property or estate, shall not be considered to any extent a considera-
tion 'in money or money's worth'."

Deductions from SEC. 805. DEDUCTIONS.
ol.44,p. 72,amend- Section 303(a)(1) of the Revenue Act of 1926, as amended, is

e. amended to read as follows:
l e "(1) Such amounts-Funeral expenses. (t A \ 4 ji -i

Adinitration ex-. "(A) for funeral expenses,
penses. "(B) for administration expenses,

c l
aimsaga i

nstestate. (C) for claims against the estate,
tinpaid mortgages, " (D) for unpaid mortgages upon, or any indebtedness

in respect to, property where the value of decedent's interest
therein, undiminished by such mortgage or indebtedness, is
included in the value of the gross estate, and

Deptleentts suort ;"(E) reasonably required and actually expended for the sup-
port during the settlement of the estate of those dependent upon
the decedent,

texsnoti ed as are allowed by the laws of the jurisdiction, whether within or
without the United States, under which the estate is being ad-
ministered, but not including any income taxes upon income
received after the death of the decedent, or property taxes not
accrued before his death, or any estate, succession, legacy, or

Deductions limited inheritance taxes. The deduction herein allowed in the case of
claims against the estate, unpaid mortgages, or any indebtedness
shall, when founded upon a promise or agreement, be limited to
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the extent that they were contracted bona fide and for an adequate ESTATE TAX AMEND-
and full consideration in money or money's worth. There shall MENTS

also be deducted losses incurred during the settlement of estates tions. deduc-
arising from fires, storms, shipwrecks, or other casualties, or from
theft, when such losses are not compensated for by insurance
or otherwise, and if at the time of the filing of the return such
losses have not been claimed as a deduction for income tax purposes
in an income tax return."

SEC. 806. PRIOR TAXED PROPERTY. Prior taxed property.
Vol. 44, p. 72, amend-

(a) Section 303(a) (2) of the Revenue Act of 1926 is amended ed-
to read as follows:

"(2) An amount equal to the value of any property (A) form- fro'pert decdeived
ing 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 ifts, etc.
years prior to his death, where such property can be identified as
having been received by the decedent from the donor by gift, or
from such prior decedent by gift, bequest, devise, or inheritance,
or which can be identified as having been acquired in exchange for
property so received. This deduction shall be allowed only where Deduction if tax was
a gift tax imposed under the Revenue Act of 1932, or an estate paid by donor, etc.
tax imposed under this or any prior Act of Congress, was finally
determined and paid by or on behalf of such donor, or the estate
of such prior decedent, as the case may be, and only in the amount Limitation.

finally determined as the value of such property in determining
the value of the gift, or the gross estate of such prior decedent,
and only to the extent that the value of such property is included wheredeductionwas

allowed first estate but
in the decedent's gross estate. Where a deduction was allowed paid priorto secondde-
of any mortgage or other lien in determining the gift tax, or the cedent's death.
estate tax of the prior decedent, which was paid in whole or in part
prior to the decedent's death, then the deduction allowable under
this paragraph shall be reduced by the amount so paid. The deduc-
tion allowable under this paragraph shall be reduced by an amount
which bears the same ratio to the amounts allowed as deductions Computation of.
under paragraphs (1), (3), and (4) of this subdivision as the
amount otherwise deductible under this paragraph bears to the
value of the decedent's gross estate. Where the property referred Property consisting
to in this paragraph consists of two or more items the aggregate
value of such items shall be used for the purpose of computing the
deduction."
(b) Section 303 (b) (2) of the Revenue Act of 1926 is amended p.V8 amn7oln4d6.

to read as follows:
"(2) An amount equal to the value of any property (A) form- Deduction fromg oss

ing a part of the gross estate situated in the United States of any es eononden.
person who died within five years prior to the death of the Property in United
decedent, or (B) transferred to the decedent by gift within five prior decen from

years prior to his death, where such property can be identified
as having been received by the decedent from the donor by gift, or
from such prior decedent by gift, bequest, devise, or inheritance,
or which can be identified as having been acquired in exchange
for property so received. This deduction shall be allowed only AweregtOB only'tatela

where a gift tax imposed under the Revenue Act of 1932, or an paid.

estate tax imposed under this or any prior Act of Congress, was
finally determined and paid by or on behalf of such donor, or
the estate of such prior decedent, as the case may be, and only in
the amount finally determined as the value of such property in
determining the value of the gift, or the gross estate of such
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ESTIATE AxED- prior decedent, and only to the extent that the value of such
property is included in that part of the decedent's gross estate
which at the time of his death is situated in the United States.

Wheredeductionwas Where a deduction was allowed of any mortgage or other lien inallowed prior decedent.
determining the gift tax, or the estate tax of the prior decedent,
which was paid in whole or in part prior to the decedent's death,
then the deduction allowable under this paragraph shall be

Computatio of re reduced by the amount so paid. The deduction allowable under
this paragraph shall be reduced by an amount which bears the
same ratio to the amounts allowed as deductions under paragraphs
(1) and (3) of this subdivision as the amount otherwise deduct-
ible under this paragraph bears to the value of that part of the
decedent's gross estate which at the time of his death is situated

oftwoormoreite 1  in the United States. Where the property referred to in this
paragraph consists of two or more items the aggregate value of
such items shall be used for the purpose of computing the
deduction."

Deduction of be- SEC. 807. DEDUCTION OF BEQUESTS, ETC., TO CHARITY.quests, etc., to charity.
Vol. 44,p72, amend- Sections 303(a) (3) and 303(b) (3) of the Revenue Act of 1926

are amended by inserting after the first sentence of each a new
sentence to read as follows:

Deduction limited to If the tax imposed by section 301, or any estate, succession, legacy,actual amount devised.
Vol. 45, p. 86, re- or inheritance taxes, are, either by the terms of the will, by the law

pealed. of the jurisdiction under which the estate is administered, or by the
law of the jurisdiction imposing the particular tax, payable in whole
or in part out of the bequests, legacies, or devises otherwise
deductible under this paragraph, then the amount deductible under
this paragraph shall be the amount of such bequests, legacies, or
devises reduced by the amount of such taxes."

Extensionof time for SEC. 808. EXTENSION OF TIME FOR PAYMENT.payment.
do. 44,p. 74,amend- (a) Section 305(b) of the Revenue Act of 1926 is amended to read

as follows:
daEhtyears omdue "(b) Where the Commissioner finds that the payment on the

due date of any part of the amount determined by the executor as
the tax would impose undue hardship upon the estate, the Comnlis-
sioner nay extend the time for paylent of any such part not to

uning of statuto exceed eight years from the ue ate su ase the e te, I sh c atlount in
vol. 44,1p.77, waived. respect of which the extension is granted shall be paid on or before

the date of the expiration of the period of the extension, and the
running of the statute of limitations for assessment and collection,
as provided in sections 310(a) and 311(b), shall be suspended for
the period of any such extension. If an extension is granted, the

Bond reqired Commissioner may require the executor to furnish a bond in such
amount, not exceeding double the amount in respect of which the
extension is granted, and with such sureties as the Commissioner
deems necessary, conditioned upon the payment of the amount in
respect of which the extension is granted in accordance with the
terms of the extension."

eadYV'
44p.' end- (b) Section 308(i) of the Revenue Act of 1926 is amended to

read as follows:Extension for four i i soearsto avoid hardship (i) Where it is shown to the satisfaction of the Commissioner
in defieeneypayment. that the payment of a deficiency upon the date prescribed for the

pavment thereof will result in undue hardship to the estate, the
Negligence. Commissioner, with the approval of the Secretary (except where

the deficiency is due to negligence, to intentional disregard of rules
and regulations, or to fraud with intent to evade tax), may grant an
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extension for the payment of such deficiency or any part thereof ESTATE TAX AMEND-

for a period not in excess of four years. If an extension is granted, ENT S

the Commissioner may require the executor to furnish a bond in such Bond required

amount, not exceeding double the amount of the deficiency, and with
such sureties as the Commissioner deems necessary, conditioned upon
the payment of the deficiency in accordance with the terms of the
extension. In such case the running of the statute of limitations for Running of statute
assessment and collection, as provided in sections 310 (a) and 311(b), ved. 77
shall be suspended for the period of any such extension, and there
shall be collected, as a part of the tax, interest on the part of the Interest.
deficiency the time for payment of which is so extended, at the rate
of 6 per centum per annum for the period of the extension, and no
other interest shall be collected on such part of the deficiency for
such period. If the part of the deficiency the time for payment of
which is so extended is not paid in accordance with the terms of the
extension, there shall be collected, as a part of the tax, interest on Additionaltax.
such unpaid amount at the rate of 1 per centum a month for the
period from the time fixed by the terms of the extension for its pay-
ment until it is paid, and no other interest shall be collected on such
unpaid amount for such period."
SEC. 809. LIEN FOR TAXES. Lien for taxes.

(a) Section 315 (a) of the Revenue Act of 1926, as amended, is Vol.44 p.80,amend-

amended by adding at the end thereof a new sentence to read as e

follows:
" If the Commissioner is satisfied that the tax liability of an estate Release.
has been fully discharged or provided for, he may, under regulations
prescribed by him with the approval of the Secretary, issue his
certificate, releasing any or all property of such estate from the lien
herein imposed."

(b) Section 613(b) of the Revenue Act of 1928 (relating to liens Formerprovisionsre-
for estate taxes) is repealed. oeled4 5 p. 875 re-

SEC. 810. REFUNDS. pealeds.
(a) Section 319(b) of the Revenue Act of 1926 is amended to edv. 44 p.84med-

read as follows:
"(b) All claims for the refunding of the tax imposed by this Period of limitation

title alleged to have been erroneously or illegally assessed or col- on'
lected must be presented to the Commissioner within three years
next after the payment of such tax. The amount of the refund shall Restriction.
not exceed the portion of the tax paid during the three years imme-
diately preceding the filing of the claim, or if no claim was filed, then
during the three years immediately preceding the allowance of the
refund."

(b) The last sentence of section 319(c) of the Revenue Act of 1926 Vol. 4 4, p. 85, amend-
is amended to read as follows: ed

.

" No such refund shall be made of any portion of the tax paid more Time restriction.
than four years (or, in the case of a tax imposed by this title, more
than three years) before the filing of the claim or the filing of the
petition, whichever is earlier."

(c) Title III of the Revenue Act of 1924 is amended by inserting Vol.43,p.313,amend-
after section 318 a new section to read as follows: ed.

" SEC. 3181/2. The amount of any refund of the tax imposed by Limitationonrefund.
Part I of this title shall not exceed the portion of the tax paid during
the four years immediately preceding the filing of the claim, or if no
claim was filed, then during the four years immediately preceding
the allowance of the refund."
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"STAT TX AME (d) Section 319 (b) of the Revenue Act of 1926, as amended by
laims filed prior this Act, and section 3181/2 of the Revenue Act of 1924, as added byheretoa d prr this Act, shall not bar from allowance a claim for refund filed prioreVo 144,p.84,amend- to the enactment of this Act which but for such enactment would

have been allowable.
Future interests. SEC. 811. FUTURE INTERESTS-EXTENSION OF TIME FOR PAY-

MENT OF TAX.
Vol. 44, p. 74, amend- (a) Section 305 of the Revenue Act of 1926 is amended by addinged. at the end thereof a new subdivision to read as follows:
Postponement of "(e) Where there is included in the value of the gross estate thepayment when valueofreversionaryinterest value of a reversionary or remainder interest in property, the pay-includedingrossestate. ment of the part of the tax imposed by this title attributable to

such interest may, at the election of the executor, be postponed untilsix months after the termination of the precedent interest or inter-ests in the property, and the amount the payment of which is soInterest, postponed shall then be payable, together with interest thereon atthe rate of 4 per centum per annum from eighteen months afterRiegulations govern. the date of the decedent's death until such amount is paid. The. postponement of payment of such amount shall be under suchregulations as the Commissioner with the approval of the Secretarymay prescribe, and shall be upon condition that the executor, orBondrequired. any other person liable for the tax, shall furnish a bond in suchan amount, and with such sureties, as the Commissioner deemsnecessary, conditioned upon the payment within six months afterthe termination of such precedent interest or interests of the amountthe payment of which is so postponed, together with interest thereon,Credit against tax, as above provided. Such part of any estate, inheritance, legacy, orsubject to percentaeplimitation, anoewedn succession taxes allowable as a credit against the tax imposed bythis title as is attributable to such reversionary or remainder interestmay be allowed as a credit against the tax attributable to suchAt.ep.27 interest, subject to the percentage limitation contained in section301 (e), if such part is paid, and credit therefor claimed, at any timeprior to the expiration of 60 days after the termination of theprecedent interest or interests in the property."Provisons not retro- (b) The amendment to section 305 of the Revenue Act of 1926ve.made by subsection (a) of this section, shall not apply, in the case
of estates of decedents dying prior to the date of the enactment ofthis Act, to that part of any payment of Federal estate taxes madeprior to such date which is attributable to a reversionary orremainder interest in property.

Tax on transfers to
avoid income tax. TITLE VII-TAX ON TRANSFERS

INCOME TAX
Imposition of tax. SEC. 901. IMPOSITION OF TAX.
Provisions for, ex- There shall be imposed upon the transfer of stock or securities bya citizen or resident of the United States, or by a domestic corpora-tion or partnership, or by a trust which is not a foreign trust, to aforeign corporation as paid-in surplus or as a contribution to capital,or to a foreign trust, or to a foreign partnership, an excise tax equalto 25 per centum of the excess of (1) the value of the stock orsecurities so transferred over (2) its adjusted basis in the hands ofthe transferor as determined under section 113 of this Act.

Nontaxabletransfers. SEC. 902. NONTAXABLE TRANSFERS.
The tax imposed by section 901 shall not apply-

Fxempt organiza- (a) if the transferee is an organization exempt from income tax
Ante, p. 193 under section 103 of this Act; or

TO AVOID
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(b) if prior to the transfer it has been established to the satisfac-
tion of the Commissioner that such transfer is not in pursuance of
a plan having as one of its principal purposes the avoidance of
Federal income taxes.
SEC. 903. DEFINITION OF "FOREIGN TRUST ".

A trust shall be considered a foreign trust within the meaning
of this title if, assuming a subsequent sale by the trustee, outside the
United States and for cash, of the property so transferred, the
profit, if any, from such sale would not be included in the gross
income of the trust under Title I of this Act.
SEC. 904. PAYMENT AND COLLECTION.

(a) The tax imposed by section 901 shall, without assessment or
notice and demand, be due and payable by the transferor at the
time of the transfer, and shall be assessed, collected, and paid under
regulations prescribed by the Commissioner with the approval of
the Secretary.

(b) Under regulations prescribed by the Commissioner with the
approval of the Secretary the tax may be abated, remitted, or
refunded if after the transfer it has been established to the satisfac-
tion of the Commissioner that such transfer was not in pursuance
of a plan having as one of its principal purposes the avoidance of
Federal income taxes.

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

TITLE VIII-POSTAL RATES

285
If not to evade tax

laws.

"Foreign Trust" de-
fined.

Ante, p. 173.

Payment and collec-
tion.

Due at time of trans-
fer.

Regulations.

Abatement, etc., of
tax, if transfer not eva-
sion, etc.

Scope.

Postal rates.

SEC. 1001. POSTAL RATES.
(a) On and after the thirtieth day after the date of the enactment ate on first-class

of this Act and until July 1, 1934, the rate of postage on all mail
matter of the first class (except postal cards and private mailing or ura

ton.

post cards, and except other first class matter on which the rate Exceptions.

of postage under existing law is 1 cent for each ounce or fraction
thereof) shall be 1 cent for each ounce or fraction thereof in addition
to the rate provided by existing law.

(b) On and after July 1, 1932, and until July 1, 1934, on the poRti on public'atins

advertising portion of any publication entered as second-class matter etere
d 

as second-clas

subject to the zone rates of postage under existing law, the rates
per pound or fraction thereof for delivery within the eight postal
zones established for fourth-class matter shall be as follows:

For the first and second zones, 2 cents.
For the third zone, 3 cents.
For the fourth zone, 5 cents.
For the fifth zone, 6 cents.
For the sixth zone, 7 cents.
For the seventh zone, 9 cents.
For the eighth zone, and between the Philippine Islands and any

portion of the United States, including the District of Columbia and
the several Territories and possessions, 10 cents. compensation and

(c) Only 85 per centum of the gross postal receipts during the allowances of post-
period the increased rate of postage provided in subsection (a) threclSass o fist

remains in force shall be counted for the purpose of determining the Basis for computing-

class of the post office or the compensation or allowances of post-
masters or of postal employees of post offices of the first, second, and
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ofh ssionsofthoese third classes. For the purpose of determining the commissions (as
distinguished from the compensation and the allowances based
thereon) of postmasters of the fourth class, only 85 per centum of the
applicable cancellations, collections, and receipts during such period
shall be counted.

Administrative and TLgeneraprosions. TITLE IX-ADMINISTRATIVE AND GENERAL
PROVISIONS

Review of decisionsof Board of Tax Ap- SEC. 1101. REVIEW OF DECISIONS OF BOARD OF TAX APPEALS.
peals. (a) Section 1001(a) of the Revenue Act of 1926 (relating to
time for filng peti- time for filing petition for review of decisions of the Board of Taxtion reduced.

Vol. 44,p. 109amend- Appeals) is amended by striking out "within six months after the
ed. decision is rendered " and inserting in lieu thereof "within three

Applcable to deci- months after the decision is rendered ".
sions of this or future (b) The amendment made by subsection (a) of this section shall
date. not apply in respect of decisions of the Board of Tax Appeals ren-

dered on or before the date of the enactment of this Act.
Board of Tax

Appeals, fees. SEC. 1102. BOARD OF TAX APPEALS-FEES.
edvl.44p.i0amend- Section 1004(b) of the Revenue Act of 1926 is amended to read

as follows:
Fee authorized for "(b) The Board is authorized to fix a fee, not in excess of thecopying, certifying, etc., i ee

records fee fixed by law to be charged and collected therefor by the clerks
of the district courts, for comparing, or for preparing and compar-
ing, a transcript of the record, or for copying any record, entry, or
other paper and the comparison and certification thereof."

Litation on suits SEC. 1103. LIMITATIONS ON SUITS BY TAXPAYERS.
Vol.44,p. li, amend- (a) Section 3226 of the Revised Statutes, as amended, is amended

to read as follows:
Suits to recover erro-neSuits to ecotedr err-, SEc. 3226. No suit or proceeding shall be maintained in any court

etc. for the recovery of any internal-revenue tax alleged to have been
erroneously or illegally assessed or collected, or of any penalty
claimed to have been collected without authority, or of any sum

laimfor refund to alleged to have been excessive or in any manner wrongfully collected
be f f to until a claim for refund or credit has been duly filed with the Com-

missioner of Internal Revenue, according to the provisions of law in
that regard, and the regulations of the Secretary of the Treasury
established in pursuance thereof; but such suit or proceeding may be
maintained, whether or not such tax, penalty, or sum has been paid

Timelimitation. under protest or duress. No such suit or proceeding shall be begun
before the expiration of six months from the date of filing such claim
unless the Commissioner renders a decision thereon within that time,
nor after the expiration of two years from the date of mailing by
registered mail by the Commissioner to the taxpayer of a notice of
the disallowance of the part of the claim to which such suit or pro-

g ss n ceeding relates."
affected s not (b) Suits or proceedings instituted before the date of the enact-

ment of this Act shall not be affected by the amendment made by
uitsfteretnt subsection (a) of this section to section 3226 of the Revised Statutes.

based on claims dis- In the case of suits or proceedings instituted on or after the date
llowed priortodateof of the enactment of this Act where the part of the claim to which

such suit or proceeding relates was disallowed before the date of the
enactment of this Act, the statute of limitations shall be the same as
provided by such section 3226 before its amendment by subsection
(a) of this section,
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SEC. 1104. DATE OF ALLOWANCE OF REFUND OR CREDIT. Date of allowance of

refund or credit.Where the Commissioner has (before or after the enactment of Considered as a-
lowed when schedule ofthis Act) signed a schedule of overassessments in respect of any overassessmentssigned.

internal revenue tax imposed by this Act or any prior revenue Act,
the date on which he first signed such schedule (if after May 28,
1928) shall be considered as the date of allowance of refund or
credit in respect of such tax.
SEC. 1105. JEOPARDY ASSESSMENT. Jeopardy assessment.

(a) If the Commissioner finds that a person liable for tax (other uImmediate collection
than income tax) under any provision of the internal-revenue laws izes duedate collection
designs quickly to depart from the United States or to remove his
property therefrom, or to conceal himself or his property therein, or
to do any other act tending to prejudice or to render wholly or partly
ineffectual proceedings to collect such tax unless such proceedings
be brought without delay, the Commissioner shall cause notice of aNotie to b aegiven
such finding to be given such person, together with a demand for an
immediate return and immediate payment of such tax, and such tax
shall thereupon become immediately due and payable.

(b) If such person (1) is not in default in making any return or Postponement when
paying any tax under the internal-revenue laws, and (2) furnishes to security provided, etc.
the United States, under regulations to be prescribed by the Commis-
sioner with the approval of the Secretary, security approved by the
Commissioner that he will duly return and pay the tax to which the
Commissioner's finding relates, then such tax shall not be payable
prior to the time otherwise fixed for payment.
SEC. 1106. REFUNDS OF MISCELLANEOUS TAXES. Miscellaneous taxes.

(a) Subsection (a) of section 3228 of the Revised Statutes, as 44Vp11, 342; vol.
amended, is amended by adding at the end thereof the following:
" The amount of the refund (in the case of taxes other than income, Amount of refund
war-profits, excess-profits, estate, and gift taxes) shall not exceed l u ted
the portion of the tax, penalty, or sum paid during the four years
immediately preceding the filing of the claim, or if no claim was
filed, then during the four years immediately preceding the allow-
ance of the refund."

(b) The amendment made by subsection (a) of this section to sec- funds notbaor re.
tion 3228 of the Revised Statutes shall not bar from allowance a
claim for refund filed prior to the enactment of this Act which but
for such enactment would have been allowable.
SEC. 1107. ADJUSTMENTS OF CARRIERS' TAX LIABILITIES TO CON- ilCaiers' Tax Lal-

FORM TO RECAPTURE PAYMENTS.
The Interstate Commerce Commission shall, as soon as practicable coAoutmetos ecapture

after its order with respect to the amount recoverable from any car- payments.
rier under the provisions of section 15a of the Interstate Commerce ed

vo l. l P' 488am en d

Act, as amended, for any year or portion thereof has become final,
and such amount, if any, has been paid, certify to the Commissioner
of Internal Revenue the amount so paid. If the amount so paid fers eor yeat aloed
by such carrier differs from the amount allowed as so recoverable in as recoverable.
computing the income or excess profits tax liabilities for any taxable
period of such carrier, or of any corporation whose income or excess
profits tax liability is affected, the Commissioner of Internal Revenue To be determined by
shall determine any deficiency or overpayment attributable to such
difference. Notwithstanding any other provision of law, (1) any Aciessment of deS

f
-

such deficiency may be assessed within two years from the date of
such certification, and, if so assessed, shall be paid upon notice and
demand from the collector, and (2) any such overpayment may be meRfnd of overpay-
credited or refunded within two years from the date of such certifica-
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tion, but not after unless, before the expiration of such period, a
Vol8. 44, p 113; Vol. claim therefor is filed. This section shall not be held to affect the

provisions of section 1106 (b) of the Revenue Act of 1926 or 606 of
the Revenue Act of 1928.

Internal revenue of- SEC. 1108. LIMITATION ON PROSECUTIONS FOR INTERNAL REVENUE
fenses. OFFENSES.

Limit of time for (a) The Act entitled "An Act to limit the time within whichprosecuting, amended.
Vol. 23, p. 122; Vol. prosecutions may be instituted against persons charged with violat-p. 341; Vol. 44, p

a14; amended.0 ' 4' ing internal revenue laws," approved July 5, 1884, as amended, and
as reenacted by section 1110 of the Revenue Act of 1926, is amended
to read as follows:

Three-year period al- i That no person shall be prosecuted, tried, or punished, for any
proeed fings. of the various offenses arising under the internal revenue laws of

the United States unless the indictment is found or the information
instituted within three years next after the commission of the offense,
except that the period of limitation shall be six years-

oSi yreadrst if oense "(1) for offenses involving the defrauding or attempting to
ment, etc. defraud the United States or any agency thereof, whether by con-

spiracy or not, and in any manner,
willl attempt at "(2) for the offense of willfully attempting in any manner to

evade or defeat any tax or the payment thereof, and
presenting or ( 3 ) for the offense of willfully aiding or assisting in, or pro-assisting in presenting

fal et. curg, couseling or advisig, the preparation or presentation
under, or in connection with any matter arising under, the
internal revenue laws, of a false or fraudulent return, affidavit,
claim, or document (whether or not such falsity or fraud is with
the knowledge or consent of the person authorized or required to
present such return, affidavit, claim, or document).

Conspiracy. "For offenses arising under section 37 of the Criminal Code,
Vol. 35, p. 1096 where the object of the conspiracy is to attempt in any manner to

evade or defeat any tax or the payment thereof, the period of
Absenefromdstriet limitation shall also be six years. The time during which the per-

son committing any of the offenses above mentioned is absent from
the district wherein the same is committed shall not be taken as
any part of the time limited by law for the commencement of such
proceedings. Where a complaint is instituted before a commissioner
of the United States within the period above limited, the time shall
be extended until the discharge of the grand jury at its next session
within the district."

wAppeaboto end (b) The amendment made by subsection (a) of this section shall
Exceptions. apply to offenses whenever committed; except that it shall not

apply to offenses the prosecution of which was barred before the
date of the enactment of this Act.

Special Disbursing SEC 1109. SPECIAL DISBURSING AGENTS OF TREASURY.
The Secretary of the Treasury is authorized to designate agents

agInternal argeu in charge of divisions nternternal revenue agents to act as special
divisions may act as. disbursing agents of the Treasury for the payment of all salaries

and expenses of such divisions, on giving good and sufficient bondR.s.,se. 3144,p.02. in such form and with such security as the Secretary of the Treasury
may approve, notwithstanding section 3144, Revised Statutes, as
amended.

Reund of taxes for SEC. 1110. REFUND OF TAXES FOR TAXABLE YEAR 1918.taxable year 1918.
Vol. 44, p. 68, amend- Section 284(h) of the Revenue Act of 1926 is amended to read as

follows:
Allowoarre of prir " (h) Except as provided in subdivision (d) this section shall not

(1) bar from allowance a claim for credit or refund filed prior to
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the enactment of this Act which but for such enactment would have
been allowable, or (2) bar from allowance a claim in respect of a tax
for the taxable year 1918, 1919, or 1920 if such claim is filed before
the expiration of five years after the date the return was due."
SEC. 1111. DEFINITIONS. Definitions.

(a) When used in this Act-
(1) The term " person " means an individual, a trust or estate, "Person."

a partnership, or a corporation.
(2) The term "corporation" includes associations, joint-stock "Corporation."

companies, and insurance companies.
(3) The term " partnership " includes a syndicate, group, pool, "Partnership."

joint venture, or other unincorporated organization, through or
by means of which any business, financial operation, or venture is
carried on, and which is not, within the meaning of this Act, a
trust or estate or a corporation; and the term " partner" includes
a member in such a syndicate, group, pool, joint venture, or
organization. "omstc."

(4) The term "domestic" when applied to a corporation or
partnership means created or organized in the United States or
under the law of the United States or of any State or Territory.

(5) The term "foreign" when applied to a corporation or oe
partnership means a corporation or partnership which is not
domestic.

(6) The term " fiduciary " means a guardian, trustee, executor, "Fiducl"y
administrator, receiver, conservator, or any person acting in any
fiduciary capacity for any person.

(7) The term " withholding agent" means any person required *"Withholding
to deduct and withhold any tax under the provisions of section agent.

143 or 144.
(8) The term "stock" includes the share in an association, "Stock."

joint-stock company, or insurance company.
(9) The term " shareholder " includes a member in an associa- "Shareholder."

tion, joint-stock company, or insurance company.
(10) The term "United States" when used in a geographical "nited States."

sense includes only the States, the Territories of Alaska and Ha-
waii, and the District of Columbia.

(11) The term "Secretary" means the Secretary of the "ecret."
Treasury.

(12) The term "Commissioner" means the Commissioner of "commissioner."
Internal Revenue.

(13) The term "collector" means collector of internal revenue. "collector."

14) The term "taxpayer" means any person subject to a tax "Taxpayer."

imposed by this Act.
(b) The terms " includes" and "including" when used in a defi- "Includes" and "in-

nition contained in this Act shall not be deemed to exclude other
things otherwise within the meaning of the term defined.
SEC. 1112. SEPARABILITY CLAUSE. Separability.

If any provision of this Act, or the application thereof to any o
person or circumstances, is held invalid, the remainder of the Act, provision not to act
and the application of such provisions to other persons or circum- remander of Act.

stances, shall not be affected thereby.
SEC. 1113. EFFECTIVE DATE OF ACT. Effective date.

Except as otherwise provided, this Act shall take effect upon its
enactment.

Approved June 6, 1932, at 5 p. m.
3051--33 19


