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AN ACT

To provide rev, lnc, an, dor 4 tle, pArICIos.

Hi it entSd byl tiht NS, /e ld d 1/0o,¢, of/ H'peitenmtativ s of th'
United States of Anu ika it* (UvŽqreys VssEmRobbdf Tat a) S flr
TiT.L-Thih s Act, dildtdi into titles and sectiors according to the
following Table of Contents, may be cited as the "Revenue Act of
1942":

TA iBLE OF CON:SNT S

[Ini the following table, a setini, inumbet following the title of a
secti ni of this Act iindicates thie provision of the Internal Revenue
Code to which such tccttio0 of this Act mnakes the principal uijiend-
mott.]
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7. ( pitll gI IjI1 11 tl {.. t ]... U i ' ..li..iiiiI];fOIi of cxIt'SS Irolits lit {tInC{11me

c';,1. 711 (a)).
8. ]Ier'iltI(i tflrllnlleli ff i....pnipm (eoiIhllr SiplIs I ls Cipitflll trnllSa(-

tions (sec. 711 (a) (1)).
9) t'mHt;xal. ilifilllitt(' fi'uni tItti iL imitnnlD t tiTl lsp iiji*;al t4'ls, (gc.

711 (a) I).
9. Not Operlting loss h 'dut...I I.. .I ..S.I.i.l (SoI . 711 (a) (1) I
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I¢.I I47 D)edI" IiI, ljlc(Al n( u r,,rfI erty I '%ioIis,ly tlix] (SI.. ~2 (,) I
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Sec, 115. Ov,(ilp'lL..... futtid l ' ItB rd (s'r. 912).
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ae 454. Ex.Ills nn fE Bj g0 ift, fs rrdlulre sE 1WW03 (1*).

$oC. t,7., S1 E&III iXXi)IItiT ['it gifts teEicedI (A q 1001).

SIc. 457. (Ii'. ltylv 'll fl Itlll Ill, Iotirii[ (Net. I027 (dI))
S,., 4 S DI;firlilli of lrrPi,l),Iy it IiI, Statis i)e{ll. ( I) 1021) (III)
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See 501 Afllditlhlal . r.. ts fir I.... diAtiIld pWlEJIdS tal
81 . 502. MrI.In.,j IItX Enl I ( l ,tEEil iIlL IIIiE pE}I1L IeS I.,, PlE K)
SI,,. SIl 8 tltgit IEtl'll *l iI oll (1, ill' i lti stilts (.1E ;-772)
SI,. r){j. { 'Ic llng,' t l}id t' Of E{,i1(] dIf IX A. IX'tIS (se, e I{I)' .
S, ' 5 L0, ill1ilibt!ll of ilinlg ,(JIic I 4 I ]I114 I , ;{(172 t
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Il,. 511. TIDIIIIlthU I " if i irtiild fi Ef f IfE illf ' Uilhld Sinit, >ic' 87917

SI, 51I2 _ rillt CIi..ti..ltti, Ill Ilil lp~zt l '/EII I... Tlxj [II PlE ,% to ibtailt dlti,
hni. JiiS

8ecI~~~l`~V -()I so; i IxSil

Si4, (E. ii'L , tItM t g' d ahl I, lIiii, IOsi 0,.

S.¢ . S ('(A 8 arIdiy ;Bi[ Ip cllplt {,I !C 21K O0).

Sic 6*N7. liItl', iii, lillpg&& li . E ([Ic. 3416 I G5) (4)
Sir.! IOPS Ll[)I j;E I,~TL4 oils we ;H131

S.{k (O{i1 Tr, irl{I L Of psF 3rs o
8o{: I Gilo ( I[g;1118 {It{I I 'o I a t I l Il'l f l I )('lq~11,l' 1, 19141 {Si(

'
X404 ({I),
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St. a611. 'erliriltion of .. rtail excise laxes (sec. 40C (: (5, (i). (N),

Se 612. Aitlxittg of &igtlerle staimps ill I Iini'i c IuIUlr.s s.o 2112 (et!
8 , 5t (jIB Efai ...1,0u11 Iof tFi'llllc ol,, (!iC ...... I a Ii, o I i(,ri tllll , O flor l Of

aritrnl fifrc.'s romFml Je;I'elly tax (sti( 24(X)/

SoP. Iii; I :x+ oIR),(ih ot[ c..... nin isll] retis/era (arc R0i( Im (D L

Se. I. Sale und.r. illiti..t ioe 24, ll S(. 1 IO 8141 I
S,' 619 R*qse/ of cellill pr(FisiOtlS relating to njixed fluir (]ijier 18,

8,4! 621 Tr1111sporttl ta',j of propeIItVy.
S, l 1. l '.i ll; ...i It'fO i [.i.rsll..i ig a of pillt i' 1 il sed 1 1 o otfetur eIf

Ir...r ( t te,4l ji '...[iIttS ( , 2177.
See (;22 {? tert ftix (%e Wo7I00 {
Sic 123. Sale trnd usIl if toilet I'rell:rt:i&.iF' by Il, ... l rlors I. !l (ee

2402 (b)).

'IrFri VI J-SociAL S( I RIY '[Taxi:S

See. 701. .Altotl,,tiw ih{teIse ill I43 ate juvt t. amply (sN 144)0 and 1410).

TrILE VIII-irNEGoi IAnON OF WaiI CON'RnC'S

otiemrwist txpresyly prl oVide], hbcevr ill tihs Act itll }aiia[ldllkt
is txIlesedl iln (eln1 of l Itli'l(ItJi to I ch oaterm. sbelapter, title,

g'taphl. or claulse. the ,feeclle sibi Ii onsidcrcd to be made to a
.w.isimlon of the Internal RIeven.ue (Code.

(c) AIIANIN/; I( I T EM~s I sEH--Lxcipt I, othb'lxvse expressly pro-
ViWdt,. Iterluls o1StI i ItitsA si tll have iIlfi sI111{e 'Ill ' 'tug1111 iS Whenl
uset in the Int'rnal lievejue (Cod.

TITLE I-INDIVIDUAL AND) CORPORATION
INCOME TAXES

Part I-Amendments to Chapter 1
SEC. 101. TAXABLE YEARS TO WHICH A MENDMENTS APPILICABLE.

Ext-pt is otl-ist, wi e trxissly ~v l lit e i lli.nl.(lllnet( inade
hy Il, titllt sha.. be aripliealhh lily with 'esiect to taxable years
begii...ing ltier levei..hr 31. [t il.

SEC. 102. NORMAL TAX ON INDIVIDUALS.

Section t i iilllelll(Id to r!;l is follows:

"SE(C. 11. NORMAL. TAX ON INDIVIDUALS.

lThem shatl be levied. (llhteted. anid paidil for each taxable year
tljn l the. net illllcol Of li' y hmividual a i...IiioTll tx (if 6 per eeUl;lllal

lithe almIoliit lf the II.I ill:o)lt.. ill excess of th credits i llgaiist iet
ilt .... e pI'rovide(d il secti1on 25. Ii, fteerttiie ax. if gross income
flt ceirtaitl Sourles is $I0(f} ort less. *e, section 400)."
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SEC. 103. SUIRTAX ON INDIVIDUALS.

Section 2 (b) is IItl.l... IIt I ,oId af ,illows:
"(b) Rv[ ,,} ' SuIIx-l 'ere SIIJII be blvied. hl Ile. pd

fi' IiclI taxable ,v'I pul, thu inntx net in ...e(111,
4 f ever)v imlividimF

Ih iitax ....... ' t he folI I. ing iable:

"If the surtax net iAcomr is:
Ni.l (t $2.ok ...
'2(,ll(I met tiei .. t., $IR,(I(I),,,, S4,0100 Iit Iii, k"ilr, $11,fillO Cr $44414( ll)1111 in'ta O¥('1 h $ly.le I
O(,I, S6,(H.0II} , hieilIt $~c (1II11
(b!', $,(lHfl lilt Ikut "ve ,, t o} ko

Itir $lielOMi Ielt oItl 0xl, $12o)il

i"l SIIlooIl bti 1(4

ixer $ll4ll,.iC.1 /14 .11

(}lxr' $4i.(44i Ilil ie l

(l-pti SiS;.{H4 4 lH ier ]
O,,r ,$20,01l 1 ... 11.

Of I. S22,( iiI , huIhIt

*VeI $211{411] [nI .... I

O'er $3 1H1 Iut III

Over $54 441H IO) Ie.t 114,

(l.r ~$(0.q14(m) Hit )(

(hItI¢ ?70,00 beTe ...,t

4(.'r 81 441.)[H4 ) lute

(Oxur $1 5ii4414 bU

41,,' ¥2I ~)) I{

('Vl $1 4xk)
I~. · i HI~c
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SEC. 104. OTI()ONAL TAX ION INDIVI IDUAiS WI1TH GROSS IN(COME
FROM CEILTAIN SOURCES OF $3.(000 Olt LESS.

(u1) 0)-1rvINAXL Txx, }{[ls--et 1 0{ (I,.):ttinl og ) opltior ... tax)
i, Iml/lIlq(I. ( I toi 4e(d ii: f)llW-:

"SE(. 400. IMPOSITION OF TAX.

"III liiu ,f the ta ix .l..l..e ,Ii uler'seetiom 11 9l1d 12. lindividual
Iwho i mnlel- is Ir etII rt' I ll hi t Ill a Ih [li-i IIiX at, i,.(, f ilr ,cII taxable

year, to pay (hIe tax sli iw l iIIe followig tl[,l if is glos IilOIIIP,

(I'll, 110.1,11H N't I I(o If1, I 11,11,11.
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for mu I, tnx,ble year is $3.000 ort less and (ctmivts whll.. y of ...ine or
orf the fiol'oxing: :a I I'IS wr ... i pel'atinm foi petsotal

antnu'w Is ie d ivll b:
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T~ tU 1hall bo

(11 hl·Ri" I..m

Singie!~ll Duir M rrle!~sn i nogmainmorta~
Ihoa ) ai ,a (2) M.crl pW.

$218 $1 99 $8.5
223 20t 90
227 208 94
2:31 212 8
236 217 ] 03
2U0 22l 107
P1I I 110 III
21~( 221 12112 49 [ 230 [
2353 23I 120
257 238 124
21G2 24:3 t 2!)
266 247 133
270 2.t1 1:17
275 2t 11F2
27i NO I isI2783 260I I 't61253 26t 1.55

292 275159
291; 277 1 63
301 282 1i8
305 286 172
309 2!)(I 176
31t I 295 is]
318 i 29! 185
322 ] 303IS
327 308 t 914
33] 3 12 198
335 31I1I 202
3U0 321 2o7
3,I t 325 211
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357 ] 33~ i 221
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366 347 233
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3iI 309 2N9

3011 N9ii 2..
396 371 21,18
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42ii ( 3IM 280
42 4 284 9HI
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$L,825.....
$1,8fi0
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$t(,9o0 ..........
$1,923S

$1/,I75
$2.000
$2,025
$2,0._
$2,075
$2,100
$2,125
$2,150
$2,175,
$2,2t00
g2,225 .
$2.230,I
$2.275 .
$2.31{11
$2,325
$2,:35o1
$2.375
$2A 00
$2. 12:

$2,500
$2.525

$2 57,.

S2 625
q2 , 50(

2~(;75
~2 700
$2,725

S2.ii0
:2 825

$2.S75

$2,950
$2,97.5

But ~torer~

$1, 825
L, 850
I, ~475
1, IN
L. !)25
/, 971(I
1, 975
2, (000
2, 025
2, 050
2. 075

2, 12.5
2. 150
2, 175
2,200
2, 225
2. 2,5{1

2, 2511

2, 275

2, 35ot

2 too

2525

2500

25752 i,~0i

-2 1;50
2 675
2, 7O0

272
,750)

2, 775

2, x2.~
2, *51t

2, !150
2, !1752. Ii
2. 925i

It piplying tile ahml .... uh to . Ileremine the tax of a taxpayer
with t... m' retr. delpmhtils threr shall b qniibtracttd Irem, his gr ss
iNorm), I.'a8, fo' e.;rich sud11, depend ... r ."

{/~) liuL,, FORl APq'LUA1TIN OF S;Ct'ION 40O.--.e('tion 401 is
'tl,.'nled to read as, fidh,ws:



"SEC. 401. RULES FOR APPLICATION OF SECTION 400.

''i()P the 1)Iil])psiS of this :upl)lniieit--
"(a) I)Dnxirr,oxS.-

`(1) Ari, person' ...fl.aisn a m nariied person living with
husbandi or wife on Jliy I of the taxable year.

"(2) ]ltllepndent(~ jelil ; rIn , iethel than husband or wife)
(lpen(1 lelt upoI1 adlii FCiV ritg his <'Iklf Siipport frolnt the tax-
payer oni July 1 of tlt' tatxable year if oi si.' i(ate sueh de)end-
ellt )P&slOi iS, nl eler eightie.l. Near,[s i age. or is incapable of
elf sIIppo rt bealsce menitall or phyrically dlfective, exeltdin

ias a de>Iq)lhtit ill th ilel (oif ; lhOllf of a iannily, one w],t would
be exclutld loltd]t Nillioll 25 (b) (2) (1), A paytneit to a
wife w it i is nwho1ibh 1 i . .. I : - s .. ion 22 (k) ..r section 171 in
the gross ilncome o) ich wife h all linot ie ,onsidered a payment
by tier husbnnd for the sup)t(ort of ayv dlepenuknt.
(b) AAiI[ o II , ANT NoI L nlo r i Wi 1I:stmAN, oat \Wr.-An mindi-

vildual not a head ,of a family aind .t livinir with husband or wvife
on July 1 of the laxable yelr st lJl be tr'eale, , it single person."

(c) TAXPAYERlS I N}LTmlE.-Se(timn 404 is amiened to read Ias
follows:

"SEC. 404. CERTAIN TAXPAYERS INELIGIBLE.

"This supplement shaltl nrot apply to a nonresident alien indlividnual
to ail estate or trust. to atin ildlvidali liihng a rieturn f* a period of
less thIan twelve niollOllt r forii illy laxliblahi ea other tihan a ciaendr
year, or to a inmarrie individual n nried and living with husband or
wife at arly time diiling the taxl lllIe yeal wieot! spiouse files rettun
alnd OmIlpntts tax wiilolnt egartla to this lupplelllL ' 1

SEC. 105. TAX ON CORPORATIONS.

(a) NotIAL TAX.-
(1) I)FITIN Of NO)MAb-TAX f i' cM-Sectio 13

(a) (2) (ir]athlig to thie definition o(If (orpotation norma l-tax
rief inconte) is anenidd to 'allI l, follows]

'(2) Nou1mAl-TAX NT IN{oot '.-T'he U rm 1'nollmal-hiax net
incllme: liealls time adjsteld nl iIhllwie mIlius tile credlit for
iolonso ubje et x0 liII tax ilo lsed h Sublijlhpter Eof Cmater '2
prltidtI in secti 2li (l) Idl mlinus time credit for diVidends
received providel in section 26 (i)."

(2) AuL'retNATlE rI"¢i`.--SUt1i1ii 13 (b) (2) (relnting to alter-
utlijie iorimal talx aiwt) is aniieriledl to read Ias follows'

'(2) ATrrsArkyF, T.X ICORII)IIIATIONS WrIIfi NORMAL-IAX Nlsr
INCOME OVER 525,011 [ ', [lrr .N i0orsll $,1'00().-AK tax of $4!250,
plus 31 pr' centurnn of the ainiount of tile normal itax net incomle
in excess of $25.)O."

(b) SrM rA;x oN (Iom'olATt OS.-Sect iomn 15 (relating to surtax on
torporatio ns) is ameneldedi to leadI as follows:

"SEC. 15. SURTAX ON CORPORATIONS.

"'(a) (o'mVORATrv SI RTAX NET LNCoME.--For the puIrposes of this
chapter, tile termq[ 'cor..oratli surltax .net i.C.. Tle means the let
in'omme in inns thie ciedi fop isconi, .i bjet to thile tax imiposed by

9IPU I l,^w, 7511,]



Sulxihapte E of Chnptet 2 p rovildd ill sectionll 26 (e) tid minus t he
credit for divilde.il. ecc i ed lovh.l.ied ill ectioi. 26 (b) (comlputed
by liimitinig suchI tii'tdlit T) S )II (pilthii Of thI net illCOlll I'.edu..ld
bV ihe 'tldit for ih)ll(4i. sL.ibjectt to tlhe Itax i,. rased b Sibchtijapter E
of Chiil 1UI 2 lit ie i, of 85 p)r (etita.n of iilt j adusteld it income so
eduicet), an d minus, iln ;[ I lase 4of a publi' uti ty, tihe credit for
dividends paid on its pt, ferred stock pov ibled in setlion 26 (h). For
the Itrr pose of this sIlI)s{, rIJ Idividmnds re'eived omr the preferred
stoIk of a publie utility sha1 ItIitsll b g dit-!gallrde (Ill . llputitg thie crdit
tor dividends ], ieiNvd j rovid,! In Is (' ion 26 (hl).

"(b) I lloiIi.N or TAX.--Tlllre shall Il le Vied, collected, and ?id
for ahi taxable ar tipiml litle clI.oratirtilo sirtiax iet incoi e
every COlrpornti(mi (except ,etleri H-emisphiere Tradiule (orplllltiOl
aIS defii)ed ill setlion 109. lllld LKx(pt a (t'oporatiotr slibjwt to the tax
imnposd )by Ationl 231 (a), Suipplineent G, or Suplrklenit Q), a
sl1t IX ts follows:

;( i S il'AX NFIT IXNCOME NOxT DIEU $25.1)0I.-Upon corporationi
surta ix t it 4 iomes not ver $25,(000, 10 per c!tinUl of the a lllo lll
thlmllof.

S(2 UTAX NXI]i IN(M(IN[' 1LER $251r00 B iT Nr OVKM FR $501001.--
Ipohi urpiat tin iti'tiix 1et illCes over $253Ml(, blit olot over
$50000, $2.500, pils 22 per (elitmllr i of ti i.ll..ilotit of tihe corporal
tion surt:ax net income over $25.000.

"(3) SIr.IAX NETr iNN{i()IEN VER $,50o0o.--U1 ),Ill or iolratioll
siulllliax nt il('otlme oer $50,(K},0 16 pr cellirum of tihe eorporatioir
uit tax iet noIno."

(i) NONrDIIBIrnlriri OF Exr(Ess-Plthirq' TAX.-
(1) Ston 2 (c) () (11) (relatilg to taxes nrot dediltible

in in ruiiting net i...n..n.m) is .,littLed( to read Its follows:
"(I1) war pti fit silld xcs!s pi rofit s taxes impAsed by Tille

I of tIhe R'evllle Act of 1917, Tille 11 of the lievenue Act
of I9i18. Tit le Ill of the RIvenlue Act of 192l, section 216 o[
the Natliial Ifndustrial R teovtry Atl, section 702 of the
lleve,mm Act of 1934, or Snblih.aptlot E of (Clla>tr 2, (or by
aily ,uhi provisions as IflellilCli or u .p.plnl.llited .

(2) 1Seti 23t (e) (2) (id ti'ig t st p0eia' rus for dedls ition
of excuss profits tax) is rIpealed.

(d) ('Im1 Fcol A jt'SE EI ItXiESS -PROFITS NOI INCOME--Sectiion
26 (I) lnd (f) (cross-efieeliices) air an iended to r!ad as follows:

"(e) 1xcosrm; SrnBjrrITT ExcI;SsP .. 'I.rs TAX.-Il thiet case (if tiny
iOl'olaiionl subjlct to tire tax ir..odI by Sublhapter E of Chapter 2,
till rllllOlilt i(iuil 10 its adj"usttd (x('lss-pitrois net in.otn (aIs (iliiedl
ill section 710 (b) ). In the c!as of ally COjrl'ioatioli colll]nputig siich
trx lindel SetioI 72t I'llltr to )lfl,1ii..lh.ii. S idn']1 i .COIti in he
taxable period), section 726 (relthing to I(.r. rtilions clmpleting
colll'ni'ts rlidl.e the Merehliat Marine Act of 1936). section 731 (relal;-
ig tl, ctl.ora.ions engaged inl riinif stranlegic minerals), or section

736 (b) (retrtilg to .'i.p nltions will inicoihmi from long-ternm ol,-
tracts), the credit sihall be t(re amir 0 rit of which the tax imposed
by such subehapthr is 90 per ceitini. Fior the purlpose of the pie
c'diJig ntl',lwli the lellt lax iillosedl by Subehapter 1 1 of Chap]tel 2
meinns the tax omll )uted witlhout regarid to tile lii ilation lhopvided
n section 710 (a) (1) (B) (the 80 per ceItInt iniit aLion), without

If IT,l, La,, ?a]



regardl to tIhe redit whovidedI in sectioo 729 (e) and (d) for foreign
taxes paid, alnd % ,ii ...t Iregni to the ajst ..i.t prO'vided in

section k. This ,ubtecion satIll lot appl to aniy coirporation
exempit from iih tax u... r tsecion 725 o[r ietioj. 727.,

"(f) J])nbnrN PAID CIoTm-FI coIt..pratio..I divilends paid
cre(dil, s* tsee tiill 27.

(i( C (ONSINT ItlI>INnDS ('pm.-J]rr ('or)olatiol ("o"sent dlivi-
dendI, credit, see sectioLn 2.'"

(E) TrCINICAL AMENDM ENTY' MAlE NICSESI~Aly n (BY AtAN iN BANI.
FOrt (,~ lIORATE IAX.-

(1) (1fl IT ro, II ivDNoX us un mF:D,-The first sentenet of sec
tiol 26 (iii) isai tie to re aell s ilt d rolloW:"85 pep r centinulll Of the
iin/llllt reoyived as dividends froan it olioestic 'otporation which
is subject to talxation under this ceaptei, but not in excess of
86 per centurn of the adjusted net incon. e rlluced by the credit
for income shbjit, tP the lax imi posedi by Subchapter f of
ChaIpter 2 I.provided in subsection (e)."

(2) ('M Ii' ATIO N OF SEV (ION 102 NET INC(ME.-Section] 102
(d) (I) (relatinig to the diefinition (if section 10)2 net inromne
is antciened by inserting at the cel tlhereof the f illowing new
sutlpa n gr i ph

"(I)) Ilonlome Subject to Ex e.s-P rofits Tax.--The credit
for in .ome subjeit to tihe tax impon sed by Subcvhapter E of
(laptvr 2 provided inl section 26 {e)."

(3 ) (COM111TAf N iF NET IVERAll) N( TSS D UITC TION.-Seti on
122 (rlatingiI It) te t operating loss) is amended as foll ows

(A) Subsection (a) is anended to read as follows
"(a) I)ixr~NoI or NF i ONrInI{TiANx Io ss,-.-As iused il this section,

tlhe tIer 'net opeathi.ng loss' inea llS tle excess of the dedluctiols
aliowe d byh this clii.l ier oter tile gross incomie, with the exceptions,
atlditi.los,,l limitations iprovidelld in subseclion (rd)."

(B) Suibsection (c) is inmendeIdI by striking oit the paren-
thesis at o ,nlld thereof and ins,erting in lieu thereof the
following: "a d withoult the credit provided iin section
26 (e)).

t) Subseetion (dt) is a.mn.c.. by sl rikinig out "except ions
alnd .liitatilns" j;d ini1ti'g Ili lice tllherof "exceptions,
additions, al litai ns" and b iniserting at the end
tlheli tihe follolilng new praglrapl:

C(G) llnte shall be alh wNed a a deduction the allomnt of tax
ilmp sed by Slibchlapt ,r i of C .i.. elr 2 paid or accrued within
the taxable year, subject to thie ifollowing ijlThs

"(A) Nc. ieductio itll such tax stll be made by reason of
the credit for inconi, war profits. or excess-profits taxes paid
to any foreillg n coity or pIossessiin of the United Sta tes

''(P) Such tax shall be comp u ted without regard to the
adjlst ,ents p]r idled in section 734: and

"(C) Such tax. ii trhe case oif a consolidated return fiorn
excess-pr fits tax ip ses. siall bhe ill b ie ated to the inmei
bers of the, Mitfiitdi lr.lr p uinde, ingi lations 1 rescrihed by
the Comlliissioller with I the approvlmm of tile Selcretary.

11
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SEC. 106. TAX ON NONRESIDENT ALIEN INDIVIDITALS.

(a) TAX N (GlNi,.-Svtion 211 (a) (1) (A) reiafing to tax
on 1otlmsid(lent nlijt inlimidual not elLaged it, trade r bIlsiess
within tile United Sta[ts) is almelldl( Iy striking out p7( l e
ceiltuilll and inlsrtillm it, lieu thereof '"30 lr c(itillrn". The anenId-
m iieats i.Iade by this sibIs(tion sliihall aplply wit h lrep(ect to utilnIts
rceivedI after the ninth dIay after the dlate oft tile iiatmient of this
Act cgi'}!rdless of wl!ht'' the trib Iwaea If th 4Cipient begins
bewfore JIlanuarly 1, 19N, or after Dle..il.etbr '.I 1941.

(b) AionIroATE I{tl( ElnlT MimE TLtAN $15,400. Sec tion 211 (ait) (2)
is anitendei to read as follows:

"(2) Aouut(Lvrm MoiuE tIAN $15,ri o.-The tax imposed by
paragraph (1) 1shahll n(ot apy to any ihlividual if the aggregate
Manomit rle jId dir'ing ll taxable year fron. ti lll rTs therein
spi(i)h(I is mi, tO1( :. $1510 '

(c) TLX WHEREtT, GtII. IX([NC OF MORE IIASN $15,400.-Siflion
211 () (relating to ax .n rain .o.ieshleit alien indiiditals) is
amendeid by strikinig (lI $,23I,)(1i0)' whlelver olcirring therein asnd

fiii IIg in lieu titherof $I15,400": alnld by slriking out "271/y pe
cenhllil mlld ilsetlting in ll tiw ruief "'30 pl rielum In (lt pp'li-
(ati.til. of the ilienilclilliti i made by this sstetion. tile rate shall xe
271: i2 r cc.. i1 w. n lvth pet to d.i twriod eninlg with the ninth, day
after tIhe date .f thit{ celat h isin A cit haL..d shall be 30 per cetiaii

ith tr(pect to lihe period fe, sulchl (lay.

SEC. 107. TAX ON FOREIGN CORPORATIONS.

Section 231 (a) ( itIantg o ax oil ,nIo'wsidenit foreigm corporla-
(ions) is am..ended by tliking out "27T pI eIr Cll lli.. arid iserfling
ill liel twls eof "3;0 II itIUli,. I'he ilihl(dfldilt q aIlld by this
sWi(fi Shl[II tal ith l',t spel to trti... l. s receiveld alter the Inth
day aftre' ie llyt of the nall mont ,I this Act mt'dkless of whether
thto taxable yeal of Ihe tecipient bginys before atlllary 1, 1942. or
Iaftei 1)ecember 3 1. 191 I.

SEC. 108. WITHHOLDING OF TAX AT SOt lCE.

(a) Sections 13 (:I) ad u II) d 1i I ir anindeIl by striking out
"'27R z,%c i .LI.' I i (ch ' t,' o' In"g l ii,', I... in, g s 'lin
tble,)of "30 per . .I...

(b) LIm itAlox oN RATE Or W FrIT 1101 ,ING IN (CER TAIN tC'1 is.-
Slctio ll (b) is a;t.iid'.l by in isei. Ig heIsfor, tie Ieri(l liat t hea e
oef tih first ,ite l.he Il..]lo I, ,i ing t: I. .. t..I , lir Tha t the
ded.hiitlii :nd (Ih.ilihihoiig ini he as. of intere st onm bonds. riort-
gaige*. or dids If ltlst or othe, ilnimal nlIigatihls of a corporation,
within lih prmisi..io... ..f subs'iioL (:I) 1) of Ibis section were it
not for (lh jlal 1ha$ t ,iit .t.rit. d.t .f such obli.gations has bein
extended on or after Jalm..amy I. liJ:. and the liability assmind by
lie tl btol ex etes 27',t p nitpnl If thl, interest, shall nit exceed

the rate of 27[/2 per tenIw11 p}er. lll- .

(c) Silrsection (a) shall appyv ..IIy with reSl)t't to the period
beginniiling with the tnllh day after th, date of the enactment of this
Act.

12
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SEC. 109. TREATY OBLIGATIONS.

No anlndmiient mde i 3 tlhi- title shill apply ill any case where its
]'p 1icat ion would Lb ci.i.. ury to any treaty obligation f the United

States.

SEC. 110. TRANSFERS OF LIFE INSURANCE CONTRACTS, ETC.

(a) IPaO(1sEn, EXrE m hrr Tnx.srRnu.-SeCtion 22 (b) (2) (relat-
inlg to annllmies. etc.) is ainlended by inserting a p r to and the
following new senrteljce befl[-{ the semio] onl at the end tlhepof:
'"Thie pretdilB$ stilteice hlt][ nt apply ill tile case of suelh a transfer
if sodlcon lllacil or iltliete tlerPilli ills I basis for detetrilniniig gain
or loss ill Ith hands of a Irillmsfer(ee determnined ill whole or in part
l, ireierwee to suchi basis of such contract or interest thereoil in the

hallilds of the transferor".
(h) !IAXA U E Y ERs TO WIro lt i AMIIENIMI:T A APPII(AIxy--The

aen daimenrt imiade y this sectin shaliil be applicable witlh respect to
taxable yeari beginrninig ale ' Decenmber 31, ! )40.

SEC. 111. INCOME RECEIVED FROM ESTATES. ETC. UNDER GIFTS,
BEQUESTS, ETC.

(a) On- o(I IN(OM, FIIam ! T')RPIOERT Nom IxIC]n[I I RoM Gi(oss
LNo Er.-Sect ion 22 (lb) (3) (relatirp to exclusion of gifts, etc., from
gl'oss IlLnome) Is amelded to reid a, follt;':

(;) (31 ,s1, IEQL Jr.S, rv [SsFs ND) IsnIIrAlAsNcO.-1-'hC v ue
of i)rpelity aqu ired hI gift bequest. dcevise, Or inlheritance.
There slnilI notl be exlcileTd fIoni gross incomec under this para
gaph, lthe iliconl IlItOi sichi prerty, or. ill case the gift,
bPiquest, devise. or inllr"itallne is if incol.e flroml property, ths

anjoiuit of s..ll imiome. 1im li e e 1i eof this piorngraih, if,
lunldor the lllis of the( gift ~be(juIst. debise or ilherllance, pa)y-

Imetll imI'ii iig, 0f (lir i'ilim(i1inI tihe(of is Ito h) mld1f(e at iitelr
vals, to thl extent thai it is patid or eredited or to be dLislrih-uted
out of ill(.O..e fontll pi1orl"t. it shIll a he cosidrere d a gift,
hillilst, do'ic. or inlmihitine of illncOlmie front property""

(b) I)rL(,(iION O1F NI OIn T /f [T DE IJiiSIBBUTED Cit NT1tly.-- e
lion 162 (b) (renlating toI dtd]'ti n ofi i-or .. e to be distributed cir-
Yeflltv SaIllitii le to 'iinid as f(l(ws:

I"(b) There shall be allold as an additional deduction in com-
p;itmltg the net Jnli..iIIlP If til' estate or irust tile itll..ount of the illcole
of the estate or 'inst Ior its taxable ytar whichi is to be distribhted
currently by thle liduhiav I, the lega tees. heirs, or benellficiaries, but
the illltilt t so ll owed as a hiductilm shall be included ill (oiiri tng
tihe et illeollle Ol thi e]gae, eatei>lheS, or benvcil ii'ls whether islriibh
llttd tIo (hem o' in.. JA uIed] in this subsecioni, 'intome ivlwih is to

be distiri tled cuirently' includes ilconle for the taxable year of the
estate' or tlst hiclh, eliin lle taxable year, be(oules payable to the
i(gatoe. iellr. or h I.efihlt'I. n¥ aniount allowd ias a dedtiction
lunehr' thii paragil)ip shall not be 'alhmed as , dleduct¢ion tndear slhb-
stel tn (c) of this sectin ill the same or any succeeding taxable
3ea[r;"

( T) TI'srlo IN q.ID IN itni IN IN(:OME: Or I.:NEn('IrArn. E'.-
Section 162 (relating to net income of estates or trusts) is amended

13



by siri khig out tie pCier Iod at th, I i.. I of si bseto (c) and inserting
ill liul thereof a se...itloi.. and [hle fillow ig new subsection:

"(ti) lRo ,Es ,or Anu'trtxr o ri SF uIemlsnt(sI (I AtI) (C)N--F1
thile pup.ses of subsections (b) anrid (,)

"(1) AloisUix TISrIIUIUrAl.}v 01UT (OF I NC{OME Oil (COIRlUS. Iii
ctL*ses wher the aii..li..it paid. rI...li blei. lor to he distlibhuteml ul
be paid, ci"dit, , 0' dis(liiji.lt.d out (if other than incomle, the
amn...... paid. credited, i' to be distriibutedl (exoept under ta gift.
bequest, levsi, ori inhiii' ii not tlo be ptlid, cresited, or dis-
trilbuted at intervals) dring tile taxable year of the estate or
trust shall be con,ideied a, injone of tile estate or trust whiicli
is paid, tieditetd, or to b)e i<lilbuted if the ag 'rvgiitI of such
t....l.t.its so paid, ,redted, er to be distribuited Toes not exc(ted
the dist'ibitablu incbnle lif the e(stnte or rust for its taxable year.
If the aggretgate of siji', .. n...iits so paid, redivted, or to he dis-
triI.tPI u luri ing the t ixabl, year of tile estate or trust in such
easts exceeds tie dist ibutiablc income of thie estate. or trlust for
its taxable yea,. the atilol.li.t so pai . ercrldt*d, Or to e dlistributedl
to an)y legai, heir or beo Lnifi:itry shall be qoisidleied incone of
the estate ,i tiust for its taxable yea w hich is paid, credited,
Or to be distribulted in all aitlmloltit wVhich IltlblS tile s,iie raltio to
tilte iri.nIt of stih dclistribuitalie .iconme Ias lie aountit So paid,
cvditId, or to be listilnlotel to the lgatee, helr, or beneficiary

hlars ito thie iggR'.',lle if sIluh illit/ltts so I.idI, redlitedl or to
be listl ...te( 1,o legales, lci is, anid b[efliticiaries for the taxable
Year Iof Ilt e:state iF tuI t. F1 t tl prlp'j)oses of this parlagraph
qiitrlititble in ome' eawi n.s tith'ie (A) lthe net incelme of the
et ate (ti lit ..lit pultd with ilthe d(diic(tions allowed ndpIer sub-
sections (b) and (c) ill cases to liwhMih this palragra1ph do!s iot
apply, o' r (B) the ii... t.ne of tile estate or trust inilns the deduc-
tis provided it'lbseltions nb) and (c) in cbeas t, Whleich this
pav:ur: a p)h l cs iO(t :Iplv, wh iichever is the greater. In coln-
pill ing sill ustrltbl tl'lln tile dedullctionlls llellr sllbsec
ioras (b) anrid (c) shitall ii dern..i red wil thout thle application of
pmrag:'alh (2).

'(2) A Io IiS iISTlIoT[lilAl L]E ICii( OFIN OI IME OfP 1111Ot PERIOID,-
I1 cse..s, othI)r thin (ts, dlesribed il pair1agraplh (I), if on a
dat, Il.l.o thilnll (tha ;5 ll after the blgiriziimg the taxable year
of tiheste i f lle r t. r tllutliti of ie Cs illt or trust for iay eriod
thlur.l].s lpii\ie. li(e }lll..),liit of suihI iincoilie shall be considered
in.onne o.f the estaie or {Iltid for its taixble 'ear whirhi is paid,
credited, or to [Ib diotribittel to thee e(xt oi thie inicoIe ol the
estate or trust ho, sch p eriotl. or if such period is a p ariod of
nliloe than 12 lmontlllhs,1 the latl I niltoItlis thereof.

"(3) l)rDlm...llt IION:" TN ll. qi FR ii' Y OF TAXAIILE YAI.-
;(A) Genral] Rluhl.--If wiliin the first 65 days of any

taxable vear of the estlate r IilEl, ilconie of thie estate or
trust, foi{ ia perild igi.iiIi.ig befolre the beginning of the
taxable veall, beLollles . v.. bl., such inrotne. to ile extent
of tile ineollie of tile estate or trust for thile part of such
period not falling witin, thile taxable yean or, if such part
is hi..er ithan 12 nlontihs. tlhe last 12 moliths thereof, shall
be (to.Sitl.it,, .paidi. idcrhitmdt 01 td a li iiislrited ion thile last
day of thile ire idirg tax ilhe year. This srbmragraph shall

14 [pl¸IW753,]
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jot apply wit li Ire·spec t ta ny amount with respect to which

"B) Payhable Out of Incomne or Corplas.-If within thlie
first 65 lays of allny taxable ryear of ille estate or trust, anl
att..lllot hlhih CIll be paill it inleval ll of otllhe thin
nIol..n.e beolmes payable. there shall be conshIlered ilas paid,
cred itel, Or to be (ldist ibuted ol tile I lst dlay of tihe preceling
taxable y ar the plalit oif stilde ll .ulilt t which bola.s the Salle
ratio to stl]il al ount as tihel parit of tile intersral n t falling
viti ii tilhe tiaxbie year bears Io tlhe pei*M(1 of the ilterval.
If the part of tihe interval not falling witliin the taxable
year is a e'riOd of ri re than 12 moniths t1he interval shial
l considered to ib'in n tile daite 12 moltlis before the (ili

of the taxable yeal.
(d) T}criNI i., AMENDI):[NT.--Section 1Hi4 (ielating to differqent

taxable yea rs of estate or t ist aid. beni ci iary ) is almenllded by strik-
ing oul "blneficiary" and inserting in lieu thereof "legatee, heir, or

(e) TAXA9E; YEARns Io WIwnll A.fiDnMe:NTs AFrrcAlntr.-The
amendme nts .. ad, by thi' set ion sliall be appIi cable only with res ct
to taxable years beginniig afer, D ,ecymber 31. 19:I; ecept thmlt il
the case of intonIn aid. credilctl orl· to be list'ibulel or amoun1its paid.
credited or to be dtistributed by an estate or t ,st the amendments
mitadle by this siction shaIll be l ppl anble only w ith respect to such
in ....ne and siib ii amounts paid. credited or to be distribu ted onil or
afler the beginning of thl first taxable yeari of the estate or trust,
as the case may be. beguinnig after 1)ecember 31, 1941.

SEC. 112. AMENDMENTS TO CONFORM INTERNAL REVENUE CODE
WITH THE PUBLIC DEBT ACT OF 1941.

(a) POSTAL SAVINiS ('ri F <AFlcAEs.--Sectioa 22 (b) (4) (relating
o thle ex illS(ion of tax-f'rei interest frilom gl·oss i1conile) is [amended

by inserl .ing atftr thle wvo.is "oiher thin Ipostal savings certificates Of
(le oio s- tie ltf io],iion i "to tihe (extfnt tlhy represent deposits made
beore March 1. 1941".

(b) UTNl TI) SIATES O()mlorioN s. -Secttion 25 (a) (I) is anlen .ed
to read as follows:

"(i) IN'hItICST (ON UNITEl) STArES 0hI.iCATTOxts-The at i....tI
received is interIcest iiupon obligations of tile Uniited Stiates. if sull
intcrest is nchlded in gross noincm u. e r section '22, andl if,
undr thIe Act authoizinlg thl issue of sulchb obligat ions, as
amended alnd snupplem ented, suii ilntereSt is exem .. p froni normal
talx. 11

(eC The amendment, made Ibv Ilis section shall be effective as of
March 1, 1941.

SEC. 113. EXCLUSION OF PENSIONS, ANNUITIES, ETC. FOR DISABIL-
ITY RESULTING FROM MILITARY SERVICE.

Section 22 (b) (5) (,ielt ing to exclsioins from rross incom/e of
conlpensation for in uries or siknless) is amenidedl by inserting befoe
the semicolon at lil endll thereof thie following: ", and amounnls
receiied as a eisioon. tantnity, or S ii ar allowance for personal
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iljurels or ricknes rleuill from atitve se 'vice ill tihe armed forces
(if any tountry".

SEC. 114. EXCLUSION OF INCOME FROM DISCHARGE OF INI)DEBTED-
NESS.

(a) GENERAL Ru.--Section 22 (b) (9) (relating to exclusion from,
gross oilmeCi of corlpotate inacie der lved frmon disciargre of indebted-
ness) is amended to read as follows:

'(9) INCOME FiOM VIS( IA tRGE OF IND)EITEfFNSS.I.-IH the caLse of
a corporation, the almount of any il o..llln. of tl{ tax payer attril-
utable to the discha rge within the taxable vyelu, of any indebted
ness of the axpayer or for which the taxpa[yer is liable evidenced
by a security (Ias hereilnaftr in this )aragraplh defined) if the
taxpayer makes and files at tihe time of fii ng ithe retiurn, iin suchi
malnner is tihe Connlalssio lnlr. wit h the a )pr val of the Sree, tary.
by regulationls prescribes. its cofnsent to tU regulations pres rid'ld
unider sect i(. 1I13 lb) (3) then ill effet. In such case the n.am.unt
of any incone oif the taxlp)aye, atlributable to any unamortized
premiurn (couflfp td as of the first d(ay f thel taxable year in
which such dishtitge occurrtrd) with resleet to Slllh illodbtdil-
nIss shall iot be included in gross income arnd the ailouilt of
the deduiOti On attributable Io any unamOrtized disciunt (corm-
ICuied as of the first day of tthe I ixlile year in wh ih such dis-
luiIgeJ O{Ccrlrerd) wi It resixct to such indhbtedndess shall tlot be

allowed as a deduction. A. used in tlhis paragrapih the trnl
'security' means any bond, debenture, notv, or ,eItificate. or other
evidhmae if iiI.lebtUdion s, issmod by any cor .)olratifo. This pusa-
gr aph sh all not :pply to any discarge oecurriing before the
dale of eniactiell of the Revenue Act of 1939, or in a taxable
ylar beginnin, g after I)ecendber 31. 1945."

(b) RAILRlOAD CoRP,,)TIONS-1 CITARE OF INJDEkNThNESS IN CEI-
TAIN .u1I3>ITAL IL PR(cE)TX;.,,S.-S-Si'nI 22 (b) (i'chltilng to exclusions
fl'lli gross inton, ) is anended by instrting at tihe end Ihereof the
following newj paragrap)h:

"(IC) IN(OiME. IFRoM DISCHAIRaGE OF INm)eiyT>IN ISNS (OF A IRAILROAD
ColtIORArLN,-The wioll)t iil lt ll i(llieno UIli'Jhtlll to the dis-
chaTrge, wit hiln te taxale year, of ally indebtedness of a railroad
eorpot)atioi, as deflied ill seetion 77n of the National IBaikruphuv
Ac.:, as amewnded, to tie extent that suchli incolne is deemed to I/,ve
bei realized by reason of a nod bitt ion in or cancellation in
whole or in part of such itldebtdnelnss pursuanlt lo Ian i....trr of a
CiII'Iilln r II ,eivtwershi) )lov(dillg OF in Ia prceiding Inud.r s elitiol
77 of tdi National BaI inkruptc 3 \t, aIs anminld. In s5,111 case
th, amo1unt1[ of uil it jClIII(I' o'f h(!e taxple ] r 'ttributlable to anlly
It...i...t tzed pinlulln e l luljvh.. I . s oft Ine lb'st day oif the taxable
year inl wiiltd uIch, dlis!ll'ge i(cililt, d) with resIcc to s81ch
,.hlItlli.ess shall not lie inlut-dd gil .Ss itl(',i.nt. a(I the amnout
of the ldniettion ittrbhut:dIe to zly iullnnortized lisicoult (coln-
puled as of the first day of tia taxable vyn in which sucl dis-
cialrge IwctIlrld) *vil I'ie~lpcl ft. s..tt. indlbl)pLblress shall not be
allowed as a dedultion. I'arngiaph (9) shall not a jply with
respect to tany discharge of ill btedi ns t whih t I s pars-
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graplh app ics. Thi I s s 'i i ,li sihall not apply to anv di charge
Occlurrillg Il, t bIaxalllih V~d Lt gilriig after fDlnein 31, 1945.''

(0) TAXAFlLI ' X [ lt t l(oll YFlA..N N AMEND)Mi AdciA) -Tlleho
tiencihnent inalle by s1be*tfiloi (b) shall be applicable to taxable
yeas beginning a, r'i Dccm ber 31, 1 39.

SEC. 115. IMPROVEMENTS BY LESSEE.

(a) Exo[sisox or IxoF I}E F.O., LtL,,res IMrltoyiEMEWNiT-SeCtlon
22 (b) (rehiing to exchlisions frot grnos inriIt) is amendell by
adding at the end thereof the follwiig new parngraln)I:

"(II) JIM'FIOVE1;MENT IBy LES'SEE'
(iN LKSRI;(/S rImOPlliTY.-lwlooo

other than llret, dt'rived b3y F1 lessor of reait prolpeity u)poi tihl
terliinlaltilt of 1i bleas(, I pr&'> '{gi[llg t 11 Value olf sutlCh )roI'i(ty
attriiutabhe to buildings erelnedit or other imlprovements made by
the lessee."

(b) BASIS oF REAl. I' lpisRTiY UPON WnriC T[InPRIvAEMEN[S HAIIsAV
BErN MADE ITY Ls E~.-S:.Cctoi 113 (teliting to basis for determin-
ilg gain (l ors I i, ar hrd by addlinig at the end thereof the
fillowing IIWWe uilblStioD:

s(C) POPEriTr Y (IN WHI(I[ LESSEEi IlAS MAnE IV1OVYEMEN:'[.-
Neither the Iami, Ir.. the ndjunted basis of ally portiOil ofl Ireal piO)-

I hay s.l.. Jin the Ilse of t!. lessor ) s...h pI/op/erty, be incleoiseld or
Iii lYn, is Ifil c(,i(lllllt (If illrcoilne (Iiivi(] bI thie lesor illn iesl)el If

suich propert) fmld exlI.I.libhl fion, gloss i...lome under section :22 (b)
f1). If 1n ..t..llirotill represP i)lleriig mIy plrt of thi vahl( if irel
orty ad rib[ tablh to inilig.it ! elwt(1~ or he ilnrovelnets Illa(d
by a lessee ill I ect [of suhI Iro.. )j[ery w as iloqllvdC ill gross il.con..0
of the lehor for ny stxaihh 3ear begiiiiilig before January 1, 1942,
thre bsfis ofi eauh d,.'tion of wrir ipett shall be properly adjusted
for lhe amcountI S I.) i ii.h..t ill gtc>). ioih[(,lll.

SEC. 116. R(:OVEIRY OF BAD DIEBTS. 'PRIOR( TAXIES, AND DELIN-
QUENCY AMOUNTS.

(a) Ext, silN Prsm lXc l.--Sctio 22 (b) (r eating io ex(l-
siols filom1i gl'OsS ..C..i.) it i:I ;l.i.lell(l by aiddingg it the end tlherof
the folhowilg• fIw parw tgial l

"(12) RE00COIElY IF I[AD SEBl. liUoll IANES, ANn T>ELINtItEN(V
A1IllN1S.--[ll(folhe attliII(Jtl)]e0 IIW dole OlI'V driling the iAx
able? val of i, bad debt, p'ir.. tax. or lebnireicv anlloint. to
tile Vxtent ol tie amount ol (i rlcover' y (xtlIlsjr, ilIw])itB respeo't
to sluch dtbtt. , or nnt. For the purposes of this
paragraph:

a debt I1 aOul.in.t of w"on l/sSireys to parlial worthllesMness
of ih 5t deductdti .... s .. a'leed for i priot t0xA)II yEveal.

"(B) 1)efinitiom of PJio' Tax.-Tie ternm 'prio tux:
[ll!lllS tx ol [] (&OICll I'f %i'h i (1 deduclion I)r ert(Iit was
allowed for I or tixihll )ear.

"(() Defillitioni of I)eliliqtnecy Amunt.-'The term
'db!limIIruImy Ir,I.IIt (lOiS., U iill .L.lltHl pid or lqrri'el oH/
account df which a de~ductioln ' crdifli wi- allowed for a
prior taxable year and whlih is attrihutalh~ to failure to
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file return with rieect to I ta. orI pay a tax, within tlhe
time leqtnil'e by th law under which tilhe tax i, illpos

o to faille to llh r'tllrll with re poci to ii tax or pay It talx.
"(I)) I)fiitil, of IIle..overv Exclusioll.--h, terni 'Iecov-

cry tx] io w ith I'osipet to a had debl, prL tax. or
delin..(.ency IaaO..I .* ..IllaiS tlie amIount, dletermtind ill
altccordanc~wrlll' iiithl r itions iiscritid Ib tile (Co,,llliiSSiOner
nith tihe apprllOvfll of Ithe S,,eCtetlV, o4f ihe delltttl)os or

creliths alowed, o, alount if 'uth bad dlet. rlimr tax. or
dolinqneney itl illt. whidl lild tll rsilt in ai rdictim iof
ihf tlaxpa..Ir.. ax uinider N tiis cha ite rllot ilulcdling the l x111
undel' sectionl 162 . ... O',psIqlofing I)lovish)1s of p'ior
reovene laws, wlqdlu{td by the aimoutllt exeh..lible Iii Ir..I!o..s
taxable yeall with irespict to such debt, tax, or millliillt lll(der
this para graph.

"]) S piail Rules inl ('as, if Sett;ion 102 'lTax IalI Petr-
sotld HIoling (taI i.. T15. I , t apitlicatito of sub-
paragraphs (A), (B). (C). and (D1I il (letrnmining the tax

niide.!cmli2n'SbhpeAo (imer ectio 102 S, ie, A f lper 2, a recovery
exclusion allowtd for tl, pupose f (lfhairte I shall be
allowed for the j11 tise of suh sc'tion or lluh,llipter

ap.....t resllte(d illt l'edlhtio1 of tihe section 102 tax or
Subchapter A tax fr' tihe pior taxable year; a nd inl the
ca,, of 1 bhal debt, >rmor trix. 1' dI'iltl(jI, ait..l..llOHit niot

itallowable as a dldtion litr redit for tile plrmI hmlltle vyear
Uinder (lia pte I ( elett sct.ion 10t2) but allwalle foll tile
$sam, taxabile wial P 1dIl(1(1 sl(l( s((tIlp t ior SiitiIllptper a
re'ovwr? exelo... shlt ili]e be Itllohh /c [ for thie mllpOSQ; of
·such Sectioi or snbcIhaiPter if suchlt bald debt, prilo tax. or
deilinquency aim.oint did Ino.t iesi t ill a redulctioi of tile tax
under si. ch section 102 oi s8h Subcel apter A. A iusc, ill
titi <IiIiparagilaph rcferen(e tI (lChapter 1. secti.ln 102, anid
SulchapterL A ita tille (st oif xble ys i....t silijct to tie
1tlriaIl Re'vlluie (Coil d, slal 1e , id tl t e 1 rmade to ,orrC-
slp{Jonding I ;'Oi!lrs (if prior' rIVt.nIu, Acts.'

(b) EFFrr1CTIVI )A' r i' AM A :N I:NMENTS UND T l'r : INTERNAL
R:v}:, Co .- aT onrcenets maiilde by this section shall lae
applicable with respect to taxable years beginnini g aftoer I)Deceber 31,
19a38.

(c) lrxm[i PR(ItI frAEX i r A(rT.--For the pu rposes of the Revenue
Act of 19E8 o0r any lioon I'vlhIWe Act, tile ameullditiults nltide to the
Interal eIt nne i (CoeI by s LIbsvttion (a) of this sertiion shall be
effeclative Its if they were ait .art of each sIeh revellue Act ol thie date of
its einnclitent.

SEC. 117. ADDITIONAL ALLOWANCE FOR MILITARY AND NAVAL PER-
SONNEL.

Setionl 22 (b) (relating to exchlision from gross incomee) is
arienild by w ahing all thile l thereof thle following .. w paragraph:

AI 3 V) A 'rIITNALo A.11TWANXIi FO)R MILlTAllY AND NAVAL PiER-
$ONNET,.-SIl loItIii of ilr' illi.lli.at rc:eivd, bl eote the termniltation
of the isint nir ais loh led by tiljlle Pr( sidetnt by pel 8sOnael

is



bell iov Ira I ie of Comm slhiiS -ilC(I ofilter in tile IlIitl irv or inaval
fots (i of the I itred States > s.IitIv I) I I 1tpIIIltIit iI anlly
foIm folo tle United Stitre Cor a Io ive iervie in Such forces
(liling Snch wa,. as does It exi,ed $:250 in thl! ease lof a sing

I)fIls.. and $;;o0 in the ,a, 4f ii maritlrii l 0 heaie pd oll O f a
1a. ly. The deterninatioi l. for hiI lnlrol.Ses of this pll'.grah .,
of II thlXpaVty"s statLi in the IIa'1.i.(I fI...S .. 11d hiii family StlItuS
sh:dIht inadle is of the endt of lhe taxable vet,."

SEC. 118. lREPORT REQUIREMENT IN CONNECTION WITH INVENTORY
METHODS.

()i) Set(lion 20 (d) (2) (B) (relatitg to teport reqtirmnt ii
Colltlectioi with isillg ceIrtaintin ,littory m iietho.dls) is Iitend(l(e to
read its follows:

"(B) Only if thie taxpayer estabhlishes to the satisfaction
of thl Conl ifissiotlle' thai tie eaxlpaver hals ustd ino plo-
ceflilre oIl!r tlihani thit spenified in ;tltlh)aplaglFplis (B) tinT]
(C) of pilagtraph (1) in iw'nlorynlg ,llh goods to fsleci-
all thle iniomnre, 1t(ofit, or loss of Ihe first taxable year foIr

whi ch'th iIethod desilb,.d in pj agrahlit (1) is to'be used.
for the pIrhosp Ifl (H Oiort or splattilltut covering Siich htlI
able v;eall (i) to Siia ltdo[is.1 p1i1 i i. or or(ther )roj>riitors,
or to'lle..t efki ifins, ofI {ii) for credit p)urposes."

(b) Section 22 (1) (5) 1) (relating to requiienmt to eontion,
1oport' i1 connetiion wiWth ceti il invtllitblr methods) is illolil,'
to read as follows:

"(B) Tiie Com.. isis..h.eo determines that the taxpayer has
RISeM for aID¥ .siih UItq(ulut a ablo wa ...e year SlliW looe

not, than th'at sjii lii in sbIpagraph (II) of )alragtil)h
(1) im i ,itiuvg Ih good)s lecuified in tie apihdijlion
ti I 'etilti tiL I I.OI.. m t, ilit. of lollS of s[K']c hul/... ulllnt
taxble year for the l)t'lrse of a rpnrt or stultelnlillt Cover
hlju sul tax(able year i) io shaleeohlers, partners, Oi otler
proprietors, or benelicial es, or (ii) for redit ;tr poses; an.
rquiires achaiuiugto a .... thod difftient from I 'fit prescribed
n paragraph (11 beginnoing with slluh subs/ueot taxabhl

yeal or liny taxalhI v.et theitafter."
(c) TXAILI YrEAIt To i [ I AMFNDM EN! AS A.' Il E.-A mid-

-irents mtade (I this seutIo, i shall a)e applicable ito taxable ye:i's begin-
niing aftcr DeCeu.ber 3 1, 193S.

SEC. 119. LAST-IN FIRST-OUT INVENTORY.

Section 22 (d) (tilel o . tthg e t us, f the elective inventory
rieth.iod) is aimendeid by ading at tLe end thiereof the filib lig new
paragiaph:

'(6) 1X IIY*LVi'AR¥ lJAQtIDAIRIN AND RI) It A IMENT (F.' INIEN
Tony.

"(A) Adjustmen.t Iof Nel Incone and estiig Tax.--
If, for anny taxable year bugiiling aftetr I)eenber 31. 141.
ai pri II i illiiiation of thr plresent rat as p'I ro
clinioedl )v tile Prsidentll, the Closin illventory iof a tax-
payer invettOl'yo ig g(xdis ..lld.l, tile IMeIIlhod( proidd in Illiis
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subsect lio Iflnt, ctS (l[e(tl'Lease flro m the Ope.llillg invieliti'v of
Sul( goodS fo '1

1
1 uea L., llit if. at th ill, 1.. of thle fitlng of

tII taix ptve I", iltl, onix retulIn for 11('11 oen. th, tax)Iplyvr
P[.!(!s to ]laq, the plo¥isiOnS of this paljg,. )ripi tpply and so
notifies tile Coloiio.. iner..., an..d if.at the tifle of s1h eet-
tin, it is establisled to the sat isfral iom of tile (C nlojisjimlte,
ill ft o'(Li\et wi.h s. h riutgutli(ltilOl; I lh(e (Colmlldissiomllrl
mayV ],'{vribt ' ith the rll oiap l taI of the SCrle , that sch
dIerease is attributalIble to the iniv olintav illiry uIt Iion of sotih
inenlltorv as deflned in siubparagra1plt (B), nd if the clho,siIg

invntlrys of a isubse en,t taxable veal., ,lit tig it no, i .n.i
three years after the tI .. i.i[..itioi of tlhe present war Its pro-

claiimed bv thle Presildenlt, rellcts iar phc..iiiotuit, in who.le or
in part, of tilheloIds so. thriiois 14iiidated. hue oiet incotne
of tile tax pa3ei lithelwise d't( Itinel for thel ¥Veal of SuIhi

(i) Iiem'ii sd by liI .iri.init eliqal to tihe exces, if
llly, of thi iggl'egttl cost of swhl g..oods refli eted ii thile
o i le ing h 1iv .(fy if the LcaI of involIuntary liquidation
oLer Ofh aigglegate 'eplacelient Ihstis : or .

"(ii) Decreased by An ilounit e(Iual to( tie xtss,. if
any. of the tiggrgft¢ relilue.....ent cost of suCh g~oodls
over thle olgggnte cost thereof reflected inll the oelliing
i.nventory of thi ;5air of the iinvol n ry liqnidat ton.

Trie taxes iilmposed Iy this ch:ilpter lnudl by SubIhalpter E
of (Cihapter 2 f th le ,al Of Slc liquidation I.l.I for all,
tixable yeil'lr intir!erliing hetwvie suc ve[i ' aia thle{ veal of
rei& lat I t..... shall be [I'etl trLnli#..t], gli'i g t !I Ii .. .....114
adjulistlinlllS. Ally cllleaN in sch Iaxeelll l'linig fFoll ... SllC
adjiustmelts shaII e assessed and lllcted as l defi(ien¥V
butl withoIt ilntereSl1. tntl ilm ovrp'yiluIeli se Ir'o uslnt hig thail
be (lreditled ' ref.n..lded to tile tax];mi, eWitlhollt i[it'er't

"(If ID/hlirion iof Inlluntalv Liq(uidatioIn. IThe'm
'ilVohluutatry li(quiuatioJ', as tused in this para¢1ph. ) imIltS
the ane It othet r il is )tilition of g..ods iiiVetot"'Iltfd ifldtIr ti;e
In.tt.i. (l dsctibei ill fil tlbsUCoi, itiht od ...hl.htalte o,
hIiolIItar\, (ouphld With af failnre i. thle pat if time tax-

piaver to Ji)e11Fll.se .h ..a111Faft.l.r.. ... otheriste loI'Odi... (I
ha've on ILL.d tat the cIhIs of thi taxable yea, in which such
sale of othel di'),sition ((.. tillel m'Il goods as would, if on
hiid at time (lost orf slMla fxahile year. be Siibje(t to tilt
ilplIiiation of I I,, l)(.. Simts of tis sti)tctiiali if sllth f a iure

o. til part of the tntxpta\ r is due, directly Ini .. xc.usiwIly.
(i) to enemy ca till', OF cintrid of so(cltS (If limited foreign
Shhpivy; (it) to shippiig or othler trltil..o'tati(ln sIihrtites;

tit1s; (iv) to [Iboa slm(rt:ag¢s: of (v) to other prevailing
WIlt Voiditions beynd. tl cent] of the taxpayer.

`(C) Reidaenexrt.s.I.-- in tile case of ally taxhlayer stb
jeVt to the Irovisions of sbulparmgrnaph (A), tie 'hositi inven
tor off tile taxpayer Iri a taxabk! year, subsqI..nt to the
yeamr f ili,(Ililtnr; licItlatiun but p rio r to Ite cOlel[te
replacement of the goods so liquidated, reflitts an increase

[}'UU1. ll.~u 75.]4
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over tile qlri.ni. inveldlory oIf sllch g.dii fo, the taxable
yerp!, tile g()(ds IeRfllctillen such imlerasei shill I~ coIsitdered,
iii the o1(10 if thei mojumitioIr asi having been acquired ill
ru'lcelnlieni or tire golo{s flll)4t eI'(%lqtly linloia£ted (whether
or inot ii ! yeal of ilnvo tllntary liqiidaltioll) and not prlvi-

otls,, replact, and if tire liquidatoi va i oaa iiohrntary
Iiqtdlatioll shuill] I inch ii0il in ilthe inveirtorl, of tihe tzaxp)i¥
for. tile yeafr of rehilcenItl tit it t ileventor3y tost basis Of the
goodis replaced.

"i)) Election Iirevocabh.--An ple(tion bI I the lax aytr
1i have tvhe 'ovisiolis of this para.gripth apply, olnce irltl,
shall be iruv~(ocahbl and shall Ill b.inding for thie Year of Ilhe
inivohutar li]qnuidation aind for ti I ldeterniimtions for 11bsi,
quient taxable yet as insofar aIs they lare related to tire year of
liqidaltion or re]i]hemi,'.ll.

(E) Adjusnienut ill Certain (sCaes·--If the adjurstineoits
sp,,lifiedI in sulriparagrap i (A a ie, with respect to any tnx
able y-arx, preveteiitd on l ie hatre of the filing 0 f thle i emIcol...
taix iei]in of tie taxpayer for tile year of Ihe rephlellieitll ,
or within three years flroi sIii (hidte, by an[ ¥rovisioni o'
rule of law (othier thalin this subplragrqlihh :i, oitrer than
sction 3761, rolatill to rIIat })I)Irmo ispS), soeh adjustments
shall ~verthIvelessr be I.nule if, in resmpect of ther taxable year
fro wi, hi the adjmstnit is sought a notie of d(fidielY is
ltil[l ofr a ihliri for rfurrrd is filed. as tile Vale may br,
within thrlee yeas aft'r thi date (I of tite filiung ol Ile i'ihlmn
tax retllurl. for thoe Vear of IPillac('lllint. If, at ile tin, iof
the maliing of such ' tit.i of defifiency or thle fiiinLr of such
Ilain f.io . defii the :. il ..Itill t is Soi I)nverteld, theol th
airrfelrt of fl i Iljustiiimi hn(.r.lize"l Lv Itovhis untalgal, s hll
be i[..ited to hl ilt,, isl or l(i. I o ) 1If theIi taxllJmpo( byll
this chapter' aild Sn1rlm'laierl }" of (mip ter ,2 pCeviollr 2 deltr-
rine....... for SIli] taxable yeNar vh1'r refsllh t SOPdI f 4l1 Ithe
ufiei of subparagraph (Ai and such atmouit shall be
ase$ssed andl coll e'L or trebdilei or *efluleld ill hlme ssiiit

lllne sIIa if iwerei a ¢tefinol cy )or 'il overpavlwunnt, as thle
Case nay be, for such taxhihl year ridin as if. on tile date of
tlie filing of tile ilieo(..i. talx rllltri for tile year of tlh
rtlllii .i.nt, three ;veai remauIn before the expirathio oI tlhe
)eliods if fiiriili o 1i .up.on assessment or tiel filing of tairn,
Zr iefuld for tilh taixahe T0!I, thie tax p'eviouslg (10i '-
nmlned shall be ascertainrd ill accordance with seciion 731
(d), Tie ainmuint to be assessed and collected lilder this
pi·raglah it, lle samte 11ailn!r as if it were, a defiiieicy or
Io hi credited or sflldod ill thl0 Silow I'm......I as if it were
ae olvtipsura nt shall not be diminished b y :my crtdit or
eit-il] bilasel s )upon ally item, iiihiisgion. d. duction, credit.

ex.tn]i1 lOl. io1, of loss, (,ien' thtan ole I',eIlitiig frol tile
ef'ect of s..lrpagraplh (A). Such tirnmoiit, if paid, shall
not be I ......v '.ted by iI ni. or siui for refund, or suit hit

(crdit, lxtilition. ll aim, O ]os. ilhier tlha one reesiltimig forir,
tire effect of sobpl..a.:graph (A)."
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SEC. 120. ALIMONY AND sEPARATE MAINTENANCE PAYMENTS.

tia) A,1tl N[ IINII LIWVY I earnI l Go$s IN(tPME.'-S'Tti OI ~2 (relIn rig to
definll .. t of gr4P.- icomne) is amended by inserting at the end thereof
the following new slibsPC llo:

"k) A rm.Oxy, Err.. I ,vomi.-t-]I the case of a wife whlo is divorced
or liegIlv S paruated frii. her husband ... lpr.!/ a deltee of divorce or of
separa! noIliinteillance. ieritodi( tilylllenls {(whether or not Iliade att
regular int'r lqs, ) receired slbSi t'(tt to suCll decree it dischlarge of
or 11 it ibltall tio proierty trllnsfereld (in trlust or olherwise) in dis
chlrge of. i }vga Ibligial ion whMih, beciause of the marital or flnil
lMatiliship. is imposed lipOil or illlIrredl by Such hilshand tinder sue
decree or l wri tte i ns: r a]ifeni i ll incident to such divorce or sepa
ratioin shall Ibe incidillh, in the gross income of such wife, aid such
}Il ai..muntS Ie~eied ils iirl tttribltable to property so transferred shall
not hIl inelluIdi}l in the! grows i'vncme of such husband. rThis subseel ion
shaiill n.t pply to th iat pin f : ary siuch penlidic payment which the
hell's lf (ie i](o'el urt"t' Wiittel intlrullent fix, in terms of an lamount of
lonc,v or ia pr'lion of I4h pav.aymi ent. as ia stun which is payable for the
sil[pni't of nil..nor iildren of -bllh hlusbanlld, In case ally suchl periodic
pavnylll.. t is less than the amollunt specified in the decree or written
ilistillii..n1t. for t(le priIese of applying ti ;)reevding sentene. smllh
payment. to tile extlent of such soni paIw) . le for' ili snpport, shall be
oI..s.iderted a pjaym~enlt forl' Elll slulpport. Installmenllt ayuenlts is-

charging ai prit of an obligaltion tile prineipal sum ol which is, in
terms of inomne ... prpeitrv, sp eciIid in the decree or instrument

ihall I.no be conM.ie rIe pi ioliP pavrnments for the prmposes of this
subsettinll: except that }ll install.i. .,;l p)l/I nyit inll]be considered it
periodic payenltl for ilie pirpo.,s o(if this subsectiot if sumh principal
Ml11i. Irv ile the ln i of t ht dicr(e Ilor insti-m'lent, iaIIv be or is to be

aid ilhin a peiold endling imnre than 10 vaies from tie date of
tll(-h teree or instranmen t. ht tinly to the extent that such ilist llmit

payment for the tixahle viar of the wvife (or if more than one such
intamlilmnt pavnment fr' snell taxable year is received during such

taxiable year. ilhe aggreogite of su:ih instllinent piayments) does not
iexeed 10 er (I'it n, of such tr-i tinpal slum. For the pnrposes of

the pr)eeding sentetlie. ihp lratilin of I panvnlent of the principal
sum which is alloca h,hi to a period after tlte taxrihe year of the wife
in wvhieh it is ree, rled shiall be considered In installment payment for
the taxable vealt in which it is received. (In i lses wherle 8such pe rbi
odie payll.iets a(re ailtrmibntal to pro perty of an estate or piopeity
held ill t7rut, st* (tion 171 (b).)"

(h) IDEDC TION son A Nilss 1' m.-Sectioin 23 (relatiing to dedue-
tions from.. grlosr i . is inn iliiended by inserting at the end thereof
the following new subsection

"(ui) Ai. NYy. E'w. P YMrxis.-In tim case (If a husband
descri be ill sicti onI 2 ( k). l I(1 ITtsls rImi dliibt under section 22 (k)
in the gross inelono of ihis wife, pavinent of which is made within
tile husbanad's x a y xh Pear. If 1e i .lm.lit of ai ny such pamnerit is,

r .. eri sect ion 22 (k) or section 171. tated to bie not ilnd fible in
such Ihlabsd'P grows in-omie, i, dndotllion shall be allowed with

respeel 0o Sllch ptivin.eit tnlder this S.ll[Sle tion."
(e lNco}I: II M TiFsr'P .- i..lM n. enPt E of (Ciapter 1 is amended

by inserting at tile endi thereof tie folliolyug new sectioln:
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"SEC. 171. INCOME OF AN ESTATE OR TRUST IN CASE OF DIVORCE,.
ETC.

"(a) Ilcxr. ,stnx in (, ms, IlNcom: -- Theire shaill le inchlded iii the
gloss .l.c..i' cf a ;ife lho is diintl or lIg.lly s1eparated trder a
d(.Pre of divorce o of pllli iiijiter li , (hi aloilt if the
Iitro... (of ...y I lust which sh wifi is entitled to receive aid which,
except for tle provisions if ihis section, Would be includible in the
ghl'Ss i l' ( in]e of IIr Iml' b, lt . ilnd such It l...ln.ol s[hll inot, despite
sect i.. 116;, secilion 167. ol amy other )lovisiiun of !his Ohut er. be
inchudible in the gross incomne (A sI1( hlshand. This suls )SLti.l.
shall nIot apply mo that part .if :lly sulhi lto(fne of the Ittoi4 which
lhl t Ilsi of th'e (oeile ..r l1tis( illstlllllnl fix. ill terinS Of in lllulolmint

of ]ofofe! Or a poilHIais of 5..llh ilot.ll.. I a 1itill MW]ich is palyable
f lr lel support of ... rm'i... chidr oi .... .. I..(1' husband. Iln vSel sIuch

ifll(..ie iS leSS than tlhe a1....).i..t spe(ified ill lie decree o.r insfrullmentt
1fr the pJl'l)051 .of applyiig the p)eedirng Svlrlunee, sulch incollne, to
th. exltent of such sum payaele for ellsuch sipport, shall be considered
a palYm"ent for suih slupplort.

b) W~ry; C(ONsbInIruI: A ]ENEFlCrAT],-F(, the pil' )os(s of <Oll

phti I, the lit int) ll'o of IIIe etate or trust nul the eIt ilnlt.lll,. Of
tfle dife IsIrieId i. seItction ~2 (k) or suibsection (Il) of this section,
such wife shall be {sidjeriM as tile bnef,iiarv specified in this
supipimIi' Aientd A piintl)niciiliwt' n ii se(lii 22 (k) to im lirt
of whih the proviil> of th/is Sll)IPilelm t ire applicahle shill he
inchlued in the gl'os iflinle of th, beneficiary ill the taxable vear

hi whhih under H.is supplenieu ... uch arIt is rTeioired to be h..luded? ?

(d) AkNuIrIES, En.--rSttioln 22 Il) (2) (,'lating to playmenls
Itlew ailllltv. eAc£v.. tOlllit'c(i) iS amen1tIdeId II) oiIilg Ille headl
ing anI inisrIti ig in lie. thereof

'(2) ANNIIE;, I II.--
(A) In (}(e...al,--

ind iv insertting bieols th, s!'icolon pit the eruld of sch fbbpbllpa-
gra ph () ii priod d the following: "lThis s.bpoararp h and
Paragala ] ( I }shell not ap) Wli; it ,t'I i et t, o )Inil( of i J 'tYtuiit

Inderih ah life ilInmlce. emdouiulent, in I...liity .... t r . OF ailny
inlterest therein, as. lider section 22 (k)is ihncludibhl il gloss

(e) COmI)Ii: FOrt I)DVNT1\eITr.-
(1) (ituo F Iu NORM', TAX ,NsII nru x.-Sectio n 25 (b)

(2) (A) (relatilng to (redit for depndiuts) is autu.e.md by
inset tng t ItIth e, there..of the flo g: "A pame)1Vlnellt to it
wife which is inel£idihl, niler s((,ection 22 (k) or sc!tion 1i71 in
thile glo-s ill(lnll' of suc'l wife shili triot be (onsidered ta aymlnllt
bI ilt hilj.Ib nIll for tile SIppol' ohf nilly de1 iAdenLt."
· (2) C 'EDIT FOR OIl·IN 11 lAX U N DEI{( SITPI'I,EMEN I T.-FI r c red it

for dpeiid..nt ii I case( of optiol/,,l ]lx. !see intlledlnent tolde by
seiolio 104 of thlis Act.

(f) )EINITIONs. SectiOln I79(I (a) (rlaiing to definitions) is
aui.inIedl by inserting tit the enid therlof Ole following new palrl-
gr. ph:

"(117) IIIRNAN ) AND WIFE.--A S tisd ill sections 22 (kI), 23 (a).
25 (i) () (A),l aid 171. indh the last sentence of section 401
(a) (2). if tlnu, Ih..b.l., and wife tlwdein referred to are divorpld,
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whe ever app topirite to the ilarifling4 Of stIC}i sections, thle telill
'vife' shall be lead floriii.i. wife' and .i.. the teriq i...sband' shall
be rlead ' jlfl'i hlusband': ali]. if the paN. lclt s lietscribed in such
sectiois are made bv or (... biehaIf of tihe wife or foilnl r wife
to th l hsband Io fr .iir . hllusband instead o(if vice versa, wher-
ever a [propriat to (ti iealling of suith sections, the term
lwbati. Is .ha.l I b' lead 4wife ' and lthe terni 'wife' shall be read

(g) Tx..ABI YrA 'lIs > Wo HICH A.NMEtNDVENS ApTIiCA(,t;.--The
amindI.l.iiilIs madIt by thIi Mctisl shall hit applcable only ritlh respect
to taxaIhe yeari Idnghlizlug after l)Ic.tiir 31. 1941ii except that
if the 'isl taxilie ventr begiminlig after Decem ber 31, 1941, of the
husband does io[ begin on the same dy Ils the first taxable year
btgiairing aIfter D)ecetbe, l' i. 1941. of tie wif,. sf.h h amnldllmients
shall first becomtie pjplihabl, ]n the casi of the IhnIsild on the first
dav of the wife's fi rst taxable *ear ih einnmit) aftet Decembibet 31. 1941,
regarlll ess of ith taxable year of tilt, b nsba s in whiihl such day falls.

SEC. 121. NON-TRADE OR NON-BUSINESS DEI)DUCTIONS.

(a) Dalom l' onIH Ex'ENSEis.--SCtii.i 23 (t) (relating to ded-
tion for expenses) ik altelnded to read as follows:

"(a) EXPENsSF.-
"(1) TrlEa{ OR UISINXESS E&IPNSES.-

"(A) In Gfneral.-AII the (ordinary and necessary
expenses paid or inctiurd i duriing tie iaxahle year in catry-
ing oil ally tra/{e or busminess, iillwihiing a r'eisonable a]iow-
anice for salatiys otr o let co.ljpeinsatiill for.i. pirsoll] services
actually enderedeld; taveling exc..n..s (inclunding the entire

anmoutnt expended for iel. a nlld lodging) whilie away frlom
homle in the pursuii of a trad, or blsiellss; amid rentals or
other paenlnlets reqluired to be mlade as a c ..dition to the
collti nled .se or i .s..ssin, Ir Ppurposes of the trade or
busi!iossK of property to hlichl thi, laxpayer has not taken
or is not takbig tihle or in li chli Ie has no equity.

"(II) Corporate harihible (Conilih .. io.ns.-No dednclion
shall be all,;m e l iider sIlubalagriaphl i (A) to a corporation
for any iIontributi...i o1 gift wihch I,,,ld hb allowable aIs a
dkeductiomi ndiler ubsection (q) wre it not for tihe 5 per
centraini liniitation theirin contalied and for the requirenlent
tihnerin tilt p.ln.vuli[f omist IA in.ade viltlhin th taxable year.

"(C) Expetditures for Adtertising an( God Will-I
a o'iporatiotl has, for the pliTI){}, of colnlm)tiillg its excess
prlotits credit uitler (ihanphr 2K. cliamed the henelits of the
election provided in srcrIon 7338, ino dedl:tion shall be allow-
able ii s.l. erbparagrph (A) 0o Mli, (or{'loation for expert-
dilties fot aixetlisitg or e liIr ptonitilo of gmod will which,
tmildl lie tih il'e and i'Oegu~laiaon, presrih ted ulnder .%ction 733
(a), inav Xbe iga l(ed as capital livest, iltelts.

;(2) NOX-ThADE Oil NONx-nTSINxsS EXpENSrS.--In the case of an
individtual. all the ordinary ad necessary expenses paid or
i ncuirredl dimging the taxhble yeat for {he production or collhetion
of illticone., r for the itanagel.l.t.llllt .co.servatioii, or mfailltelnlncee
of property held for le pI I I o],; oIf Tincomrie.'
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(b) T;vIOC, .... EXE:MF TNnIl:c.-Secion 24 (a) (5) (relatig
to items not lI,'lii ihi) is InItlelI by inr'titng after "this chapter'
tih fillowing: "', fi Ii .i...oli.il [ thetwise allowable under section
'23 (a) (2) whicl is dilliabl, to interet (whetl.r ot not any amoiunt
of such iritmle't is 1'C(i{ i1' at tireld) wholly exltmpl)t fronti the taxes
impose d by this chapter'".

(c) I)rEPtEIA [liON I)ICrnno\N.-.Jlte first sentence of spotion i23 (1)
{relating to d,!dii t ionll d,p oi 0)l.itii)ll ) is; i.li.(!n d to iared as follows:
"A reasonable allowance in the xhlaust ioi, we..n. tear d er (including
a rsasonable iloealowam for obsolelnee )-

"(1) of propertv used in tile traide orl lsirnes,, or
'"(2) of prolatv y ilhl fr- lie il.'odetoim of illome."

(d) ATISLT YExItS TO WillIcn iiMEN I)ENI AIINlACAI.MrlN-[h
aiendnmelnlts madle I thiis ct hion shAill be alppliclble to taxable years

begininlg after Dpeetnilbr 31, 1938.
(le RN'TOACllX£ AMNDXmi:Ti Ix) PRIOa REvENUE ACTs.-For the

Iplli[oses of the Rilt [ iiiO :A'c if 19)38 il v ank ilor revlnuc Act the
aini...dl...{... n Its mildi to thi h ual } 'iqllle ( ot iv tbiis siAlion shtll]
Ie refftive as if they Welt a part o 1' clh ireveilne Act on the date of
it, enat m1e1 I.

SEC. 122. DEDUCTION ALLOWABLE TO PURCHASERS FOR STATE AND
LOCAL RETAIL SALES TAXES.

Setion 23 (c) (rIaating to dli eduction for taxes) is amended by
titseiiinir at lie end the',of the follo.ing new paragraph:

"73) Rr.Url SaL.S TAX.--]I lit, alls of alitx im posed by any
Slate Terlitory I)ilstrilt. o'r liasscsiln" of Ilie ilUitel States, or
aln political subilivishi thercf, r ,upon )rI"ss engged'lit i 'selling
talmgdil*tI noim,'ol prly d e'ta], whil{ Is imeasmu'rd by tihe
gross sil1 liC of {ii g''r i' ttipi [l'(l thri, Slle or wlhi(c is ai
staid sNill pl' Illliu o' SIch p)p1t'v sold Or I oll )Al 'ellS
eliiaged[ it firiiishilg frlvil'es' a:t l'ttil, Which is miteasule(d ib Ihe
gross rleceipls fillo fnt'nishhitg such services, if the io,..t of sul(h
tax is ieparatlv stiled, thl11 to the extelnt that the ianmoulltt so
statel is paid I tll:e pnrelhasei (,leothiewise than inll connection with
(ill [lothhase'Is trade or businss) to swUhl p'oilso such amount
shall] Ibe il1o;ved as a deduncl on ill coin]lutiug thl0 net icl'o1... oif
811(11 I I ,l ia'(' as if Sinhei ai..ii.H.]t constitditl ai C4k implaltOs, uponl
mfiii Paid lby Stub purdli'mI .i

SEC. 123. DEDUCTION FOil STOCK AND BONI) LOSSES ON SECURITIES
IN AFFILIATED C(ORIORATIONS.

(1) IN fr N,-R lv.-8Stcfioni 23 (g) (ldltit llg to capital lossec
is amiemid by inisertinig at the end therit, 'fd e fli]e llw g

"(4) SINKCH IN AV1I'I[AT]ED ((OpORAr[IIN.-Il'oi thin Hr iluS(!s of
)pargraplh (2) stimk it, a ",OI]...t'aoni aftliated with te taxI

palver silall not bL deelme!d a caplitLai asset. For thel purposes of
tihis pagiaph a por)oatlion >hall be deermed to be t[fliliated

ithi thme taxpayer only if:
"(A) at least 5)5 Illr ituiim, of c;ii class of its stock is

own.d dileAly I]) the tnxptyi': and
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"(B) more tliihan 90 per centii of the aggregate of its
gross ilco/tes for tiII a axabhi! years iIhas been froml Sources
otlier thain royall es, rents, divideind,, interest, annuities
or gains fromnt sales or exclhanges of stocks and securities;
and

"(C) tile taxpayer is a domestic corporation."
(2) TlWI:NICAL AINXDM rNxr.--Seoiioni 23 (g) (3) is amended

by inserting before "subsection" the following "paragraph

(b) Boxp, ETr., Lossrs.-For losses on bonds, etc., of affiliated
eorporations, see amnendmnent made to section 23 (k) by section 124
of this Act.

SEC. 124. DEDUCTION FOR BAD DEBTS, ETC.

(a) GENERAL Rirnr.---Selt ion 23 (k) (relating to bad debts and
securities becorming worthless) is amended to read as follows:

"(1k) IBAl 1)n'rs.-
"(1) GENERAL arr--Debts whiech become worthless within

the taxable year; or (in the diserelion of tie Commissioner, a
reasonable add4ition to a reserve f.or bad dibts); and when satis-
filed that a debt is recoverable only in part, the Commnissioner
minay allow such debt, in all al il olnnt not bn excess of the )art
which bierunes worthless within the taxable year, as a deduc-
tion. This paragraph sail not apply in the case of a taxpayer,
other than a bank, as defined in section 104, with respect to a
debt evidenced by a security as defined in paragraph (3) of
this subseetion. This paragraph shall not apply iI the case of
a taxpayer. other than a corpornt ion.i with respect to a ion -
business debt, as defined in paragraph (4) of this subsection.

"(2) SFCuRInF.$ BtCOMLNG WORTiTLS.--If anly stcirilies (as
defined in para grapb (3) of this subsection) become worthless
within thie taxable year and are capital assets, the loss resulting
therefrom shall, in the case of a taxpayer ,ther than a hank, as
defined in section 104, for the purposes of tbis chapter be con-
sidered as a loss from the sale or exchange, on the last day of
such taxable year, of capital assets.

"'(3) DEFINITRON or s$eCnRITEs.--As used iin paragraphs (1),
(2), and (4) of this subsection the term 'seecurities' means bonds,
debentures, notes, or certificates, or other evidences of indebted-
ness, issued by any corporation (including those issued by a got-
ernmient or political subdivision thereof), with interest coupons
or in registered form.

"(4) NoN-lustqLss Esrrs.--In the ease of a taxpayer, other
than a corporation, if a non-business debt becomes worthless
within the taxable year, the loss resulting therefrom shall be
considered a loss from the sale or exchange, during the taxable
year, of a capital asset held for not more than 6 months. The
ternm 'non-business debt' means a debt otlher tihan a debt evi-
denced by a security as defined in paragriaph (3) and other than
a debt tile loss fronl the korthlessness of which is incurred in the
taxpayer's trade or business.

"(5) t tR[T!EY o; APFFILIA'[ED CORPORATIONS.--Botds. deben-
tures, notes or eertificates, or other evidences of indebtedness
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issued Nvith inteeSt o.111 .iS o1' ill registered folm by any cor-
poration aflliated with the taxpi~ver Asall not be deltai'ed capital
assi, Ifor tiihe I, li..is.fs i paraagit i (b2) and )aragrapl) (1) hlli
aIlmly Iill, isesler to stili debt exeelit that u.n such deductikil

ea6ll be alh...... t ld under sluch I[ iglalh with respect to any such
debt wihicih is recovtable onI in pait. For the iIr oaes of iisI
paragrapli a cor poralti .ii shill be deened to be alil iaiedi with the
taxpayer otly if:

".A) at least 95 pe]' celitunii of each class of its stock is
owned directly by tlhe tliaxpayer; and

"( B) iore thitan 90 per eniuii o(If the aggregate of its gross
nle(illIl.es fo Il taxable vears has been fl:ulon uliees olther than

Ltyaltie rnllits. dlivi l'is, illee,1t or amlllities or gailS floai
sahis or exebluiigns Of stlc anrd scuriiestis; anid

"(C) the taxpiaytr[ is a d lO..estic corporation."
(b) Ir'URiANeit C(MPA XI. e- liIn 201 (I ( 6) (relating to

deductions alio4wed il isracte co panilts olber than life or mutual)
is amielidid to 't ad aits filows:

"(6) Debls in the attire of agency balances and bills reeivable
whlich beincme wolithless wttbin the txable year ;".

(e) INTzREnsT DtIS.A),F:I).-Secti,,m 3771 (etiling tointerestallow-
able on cabite, for refund rl' credit) is amil11n.ded1 by adding at the
end thereof the following:

"((I) (0lAIys BASETD ON DEOII'CTION FoRI Al) I)}mit OR WORTIIIISS
Sr ctlti]iIr's.-I f crdit 1or yefi ni olf any par)t of illan overpayment would
be barred under section 322 (b1, exeept for parag[grap (5) thereof, or
under section 322 (d). extept fon celause 2) thereof, zo interest shallbe
allho d0 or paid with i'secpt II sucih atot If lthe orei Pavnlillt for allly
period bleginning aflt the expjiiation of thl, period of linitatllion proI
vided iln seetion 322 (b) (i) for iling clna for credit or retid
of sell ,pait, of tihe over1tyltent anid ellidng at thie expiration of six
mnloths after the iate wi aWi'It ie !h claln l is iled or, ill ease no
claiai ;was filed and thie ovelpa v..e.t twIs Lafound by tile Board, eidilig
at ithe tine the petition was hiled witd tie Board.''

(d) Elrrrcnr DAr) or AmENDMre]s.-Thi :.n.i. mdhents nmade by
tIifs section adding the list senlenirce of sectioni (k) (1) amid adding
sctioln 23 (kI) (4 shall be effective only with respect to t axable
ea rs beginiurng after I)ecember 31, 1942; the anLendment inserting
section 23 (k) (5) and anIllledlents reilated thereto shall be appli-
cable only with respeet to taxable ytiars bgtintin g after Deember
31, 1141; and I e iother aiubltneoi fts Iltade v this sectioni shall he
effective with respect to taxa'il years beginnitlg after Deteltber 31,
1938.

(e) Cnoss-IEr;rn,-xcE;.-For extndcled period of limnitation by rasom
of debts becoming. wortiless,. siee seeioin 1(l.)

SEC. 125. CORPORATE CONTRIBIITIONS TO UNITEI) STATES. ETC., OR
FOR CHARITABLE USE OUTSID)E UNITED STATES IDEDUCT-

Trl first sellttlen:e of section 23 (q) (relailing to allowaatie of cor
lpoiati ch¢aritable contributions) is amended to read as follows: "In

1I I, I'I� 711.1
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thle se o(f al corpor ation, ¢contrlibn i( i or gifts I..av .. n. wcif lcli
is made within thl, taxuble year to or for the ise (i of:

"(1) Th' U nited States. any Stale . Territory . or, any political
subd ivision hereof or lit D)istriAt of Colu in bia or any possession
of the United States, for exclusively piublic purposes; or

"(2) A mopohatiow, list, or co.lllr..iinitv ('iest, flind, el:
foundation;, remited or organized in tie Un itel States or in a N
possessionltrof ot lune tdhe lawr of the vnleI Stat es, or eh
any State or T'erriiry, or f the I)itricet of Columlbiai or of ay
pssessjoi{ if the United States. mrgathizid and iiptratied (xelu
sirely for religious, charitable, scientiili, literary, or eduticione
purposes im for the prevention of cruelty to elildren (but ill the
cse ( oi (Ollf ibllttins or gifts to a tlrust, chest. fn11(d. or fOllmidt-
tioni, payment of which is made within a taxalhI! year lKginfing
after the , ite of the cessation. of hostilities in t} e preseiH aI
its polaimnied by the Presihlit, onilv if suchl toot ributions or gifts

are to le iused vtiihi t}1he U[1lel Sttles or a ily of its possessl, s
exclusively for such p i t(pos), no ipat of the ,t earnings f
wiioti in'ie, to the benefit of any privante sharelholder or hidi
viduaL aIld no substantial partl Iof the :tivities of which is
carPInlag on pripagiidal, or o tlicr'visi attemptinig, to inluhlicee
legislation

to gil fl'lltllt Sloitho doe• Il14 XOex,./IA p5 r ) rof ... II o[f fli taxe avt'S
net iicOliPm is tolill)pIted iwitloutll the benefits of tii sulbsection?'

SEC. 126. AMORTIZABILE BOND PREMIUM.

(n ) I) .. FOx O A. £tImIEry BOND ']',fE 111 . 8-- Section 3R
(relin g t ti dedlutlOl s froIl, gFoss ihlolUCe) is ,a..lnnded by inserting
at the endili thllef the foIlliil..g:

v '() (IINI P llMt l)M I),uitoNx.--ln tihe case oif a botndhmolder, the
dtcidntii.l fbu II]1im.i'tiziable bolli pltnnilli 'ovi]ided ill SeCtiol 125."

(o) (NX IIAL RtII, r I:}Ei IN .AND D:n INTIr xs.--Tlie Internal
Ree, tliIe ((lte is allci led by intrtihg a fir section, 124 the following
IeW .section:

"SEC. 125. AMORTIZABLE BOND PREMIUM.

"(a) GiNErAL RI: i--I thie t ea se of aIy bond. isi defined in sub-
section (d). the followmiJi rubks hla1ti apAly to the amortizable bon..
pl'lelm m (de theirniiiied sdll ie IItIj ( (1) OI the )0lo for alY
ta xioh. veinr fogiu InIig aftel l)cNc be, 3L. 1911:

(i) IXloREltST WHI LIN Ftg P}AR (IALLTr TrAXA BIN.-- Ili the csaw If
a toadI (lie'CI tOwn a bond lhei interest oil whieo is excludible
fti'O gloss imo..e). tloe lietuilt of tie alnortizile bond pre-
111iUIII i for talable real shall be allowed jts a tdedution.

"(2) INirimnr WIIOIA.. TArx: I X...F... liin thle Isve of anly bond
the interest (Iol which iS ex, llidieok flt gl.os. ; illcolt, no deduc-
tio {Ihll] Ie il hll,,ed for tic it11iorltizalbie h}oli pl'eiiulm for ihe
tfaxalole var.

3(3) All, VIM INT 1l CIII I[I IN (ASE: (IF I {IER T pARTI1AttY
'IAX FXiMl.I-IIll thle case if M yli be1lia tlohe i[tt(rest Oil which is
allow-able as ia iredil agairisi t incollie, the iredit proviluil ill
section 25 (11) (1) or (2), or section 26 (a), as the case may be,



shllI be redIIIed by the a.tl.l..lt oI the anmcrtibtlihi i.....I Jremh..hll
for the axable ¥eal.

"(For adjustment t1 basis on at(toil of atnortizmlbo led p ...ieunlk,
see se(tion t1: (b) (1) (I)).

";(I)) /*[MAmT IZA.IT L BONI' PREMI ,V-
I() AMoUNT OF [NI:XD l'I I'lll:TI11I .- For t /t ]Illl sIesI of p()la-

glaji (2)., the auotoi ... IItI (I'ilII l IhI b#I SG cae 0 e
holder of rlly bond. shill be determined withi rehrence to the
trniounltt (of the lasis (fib o elterin'iiniig loSS Oil stile or exliI.l..ge)

of siCh bolndl, ii, xithl refeilpnce to tie mOunt palyable on
nimatnitv o oi earlli taill date, with alijustino s Jroper to
rtflect iIa1oitizId bml/'h l t'xiu hh rle pect ti, ithe bond, for
fhepj~'iod )rior to the bite as of hticlh sdlsctiron (a) b,,Inf,

pticale with respect tho the ixpayr witli respetil to sich bond.
''(2) AMOUNT AMOIIftZABIL~E.-T Ile hliOitiWlbli }b4ld plelillull

of the tiaxale Near sRIall l, thIle al(.I..at of the boInd prenilun
attributable to such ynir.

;(3!) MI ioi, OF DrThiLRIX[NATLON.-T lrh detertlntii lows required
iiltier le,[agp/iths (I) .and (2) shall bi inah--

(A) in aCeol'dalne with li, lnltl~o(] of ali.o.tizhig )olind

pr'l1iU1i rlegularly eniplhoye(d bI hlie blni. of trit Ied, if
such inethol is re ..Olsable

"(B) o iilil other I's.... I a ..l(I.t.te wiIth reozllurtiolls
preseribiniig rcasoiimlile lielt].lS oIIf l..ll.iOtizihog bond( l pre ..litln,
>reseribrd by lie ('olluhld-lsOir witl the iapqroval of tihe

geeretary.
(i.) EiLEC Iox ON IAIANT IP AAND i 'ri TIA I' .x I\XAhIT BO N DS.-

I(1) EI...I¢irLIry 'Io E IJF AN I IONDI WhIt ItIRSI'PE(lT ''i WIlicir
Ii' lOx PEI1IMTrrrn}.-tIhis stionl shall ippIv ,ilh, renytyt to

Olie Cling..i cl asses Of tiXl pavrs wt h rus )(, t tO thl t foIiwinig
lases of iilni, Ollnl if tilhe tal]Nvrl lits ehetel toi have tihis

stltoion Iapply.
"{A) IPrntit]Ivy lax Exemlptil [ the 1 cIe of a tixpayer

other illul II (Ol'l),,Ol: n, ii... ;'Liht risp,,t to Ite jili't sIt
on wiich the irduit provileil it s+*ticim 25 (tI) (1) or (2) is
-a]lowl/,l; p I d

"(B) Wholly Taxdlie.-Li the (ase of anyl tx)alver,
I>m.s' the inte'r.ist .I. whli i not ex'nlible fioi,. groass
ilntoI..i bHt with l,'I..l.,.'t tlt which tilhe "edit 'ovitled in

,:tiolln 25 (a) (I) r (2)l or selt ) 21 (a, as til Case nIay
ti! is Iot allow;able.

"(2) s[ANNI \NI) kI~'F(cT OF IJICiION. Fil election alitho.r-
yi ne eltr thii ,heiutiii shiall i mtdei iii ....d(lle withI siilh
rghiltions as tie (Co0, 'tioiihl· wtrith te aii lpjrval >of tihe ecire-
ily' shalll [li,(ilx. If q tllih 4h'ti.. is ...(e wit]h lOre(t to anlly

},ril (desIibed in Inimhgaph l 1)) I of the I)iiver. it shah IaIst
app}I to till yiuih bonds held hv the txpIavel It tlift ],egililu of

Ihe Ilrmt t hxl, vp'tr to wbitb Ih! tltioii alqlies ltid to il such
)bon..s th]eafliel acpi]eni I y hIhii nd sAmll bhinding for all

sltithiseqleit tTaxailehlP 'us witih iesp(1 to l suhl,, bondsl oif the
t;xl]lyei. u.l'. ts. ihpoi ;pphliat joi l- tltixi~saver, the (Cl'louidus

sioIlr dieIis ... I.essr'. to rI'I< kesil elewtiim. The election
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authorized under liiis silbIection iln the cae of a member of a
ir rish1i shall lie xercisale with isspect to boids of tie

mrtership Ionliv by tliP pa itintriip. In the case of bonds held(
,y a co........t Irst jImd, ias d(fin(d ill set(Ih 169, or by a foreign
personal holding (c,...aipy, as defined in section a3t, thi election
autholn zed I ierr tlif slh,M il ( t ioI sha ll be e x.e... isabIe witih respect
to such bonds only by tilhe CillhlOil trlst fuInd orII foreign persoll
hIoldi ig( colnhpaty.

"(d) Drll'Nirn or BoxN.-As used ill thlis section. the teirm 'bond'
liIeillI any bood. debel I .re. Ill ie. or certificate or otheiIr evidellnce of

niIelevdIness, issed by any e('pi1'ation and hiaring interest (includ-
ig any Ilik, ,,i adiga . inisslled biy a govern i ent or political subdivision
therelf)! with interest Cotiii(.is or ill i'egistred foin. Ilut does not
inclide atiy suich ohbligatio, iwbithl conislitues stock in trade of the
tax laer r or any subli obtlignltion of a kind ;whieh wou ld properly be
iiclhldl ill tile illveltory Of thi taxiiYl / if oil i t..i al the close of
h taxablie vear, or 4any sIck:h Ioligation held by the taxpayer pri-
lirily for sale to cistlle r$ i lie ordinary {urs.e (if his trade or
I~ull t!Sa; q

(e) A.,tra LTrvrir To BAIs.--Setl In ili3 (b) (1) (rlaItin g to
adj iustme n its to basis) is anmended by iniring at the end thereof

the folli ing new ulibpar agiaph :
"(11) in the ease of any bonid (Iats defined ill section 125)

the interes(t owhl iclI is w h ll 13 xem pt fromnt the tax inmposed
by this eia dte' . to the extent of the amortizable bond prte-
llinil disallowahble aI. a Ied(lition pursuatnt to sEction 125
(a) (2). inrd in IhI ase of any ollher lond (as defined in

lsuch secti n) to ithe extment of the deductions allowable
pursuant to seeltion 125 (a) (1) with res pct tihereret

(6) CIi iOsI; OF lSrTiTE aill FRISt ANDII lLNID FICtARY.-Se(tion 163
(relating to .ft( .its (of estate or tiuist anii beintefi iiary is amnendeid
by iiseiting it the td thereof th foIlo wig new subsection

"(c) CitI ]'* Or EsTia T Olt IRUST AND) BriF (tFIAlY IN CAE I
BOND IPamunm-I.-- lf the state or trust elects under section 1i25 to
trat tile preiluilml onI b(oils. {he interest on which is allowable as
a Iredit tunder s'ct ion '25 (a) I ) 4I (2), as i.i.nr tiizaile,

"((1) For the purpose s Of sl bsection (a) (2), thle cred ts allowed
by section 25 (a) shall be redmd is provided in section 125
(a) (3):

(2) For tile pur ,oses of subsection (b) the proportiona it
sarec of thie ga tee, heir. or beneficiarv of such nteretsl shall
be his prouor oielhate shn r- cf such interest (deternmined without
regaid to this p)aragrap h) redIured by so nuch of the deduction
unIder N stion 23 (v) as is til iijutable to soch share. Tlie
rIinitiahverl of such de'thitithi. for 'hlie pul]oles of tile last senl-
tenee OIf si usrction (b). sll be appiliod in reduction of Suchi
credits of thei estate or tiust."

{ CREDIT Gr PAIFIm IPANT IN COMMON IlRIST FtvND FOiR ARTIALLX
TFx-ExnwwMur IrTEIE-SrT.-Seetion 169 (e) (2) (relating to credits of
mrticipants) is anecnadted by inserting at tile end thereof the follow-
nlg IiW Seiteliie: "Ilf tile 'Crolilljmll [lrnst flnl elects under Sectionl

125 to tli reat lie .).r.i.inni oil bIiils, the interest o(in which is allowable
its a credit uaider section 25 (a) (1) or (2), as iamortizable, for the
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rpi r e e h of the p'reiiiug vnteccp the, proportionate, ahre of tll
aticipntl t of Such intere)at Io ih terd bIV tlie cn' aion trust fill Si,[ll

], / s Ipol'o])o oilato shalex of siuh 'hktel ' .... .... [ll(] Without
rqgaiii to this Selloicice) ]mlul,(Cd I so mHi('}i of tilt Ihd(Itioln Iuider
section 23 ( ) as i iitt ributabl, to SuclI siall,.'

(f) ( it1VDT F IPARItTNWII ]I IAI[LAIA I.Ax-Lx ,EmI]T 1>nwt},r.-
Sect Lon 184 (r ilathI g to r thiis of pal tuei ) isiaenitded b! inserting
at tihe eu.l thereo] tle following new sience: "If tIle I1artneshi'l
elects Unll(ler sectioln it to trlalt tilt he ])lili/ll On1 )011(/5thile irItIres oil
which is iallo;able ais a eIedi uinier sectiom 25 (a) (1) or (2), as
amortizable, for tih purposes of the ]l('vitilg j - seliit! Iht!i partme'r
proportionate share of the interest 1ceiveil bl the pitteirllhIp shall

el! his tol'O])ortiolla ol;e ha of ii!di illt('l,,i i(ll..ll ]itill WI1
rgardl to this sentence) reduced bi so 11111(11 of theI dIeduItionii l ierl
vl(iion 23 (v) as is attributable to ii'li h11har.

(g) CREDIT OF INITfI' STATES SilAlIiEill,]Efl 4oR PA·IJ[ALLY TAX-
ExlMlr I[NTERtST-Selti , io I :i7 (e) '[illthtlk to c'reils of Ulited
StatilS.]1 (h~o[[er's) isaiitlit i/lth l. .. t..'tillg at the (}i"d thieredf tle
followillng liear senttclwl: "If tile fOrt'igli personil holinll (noip..lllily
(!etOI under Sw(Iioln 125 to trl{at the pmlIIJ 'ill boIllds,. lho imIuest
IIl which is allowable is a crtdil lllu.l.., section 25? a ) (I) or (2), as
jorti zalhe, fo ther , ss of thie retledin 'Sielem . each 1 Ulited

Slit a ssitrhioldle s p'rolplotiotiatl i5iltrie of ' li: iitlltl't 'eie(I'd Lv
hlie foreign perslnal l]]oi .i..g ..omjitiv rlshell be his j',rpo ( li(J..ate Sl2}
if Sll h irls 't (dt 'l lr l f.ii wlitho1io, i[!mI'gtir lo tIbis sentencet ) reliducedI

by Sto Ill/-I, if dth 4tehul iI t IliSitioll c23 (v) as is attriibuitable to

Ili) CFlIte OF SHAREHoLIE. lF 1PIA18N "l SMAIt' ICORpO.ICo Irox 'Ol
PIMAJY T x,1 I x x INT :r:Si---i iiih 34 it) (relating to tihe

credits of S]/iurehitoldlS if i perl'sa]a ,e'xCl moi ..)oI on) is a.ii..liedlf
Ily insert ng it tlhe nld Iierof lihe foilloin ig new sitei...e: l;"For iany
taxable, eOar of tel <oiil c tiii b:gimimg roe UI,,Dtcner 31, 1941.
0ielh suetl) shlrehol{ders proportioltltio h}, {if such intte'es received
by the corporation sht]ils abe hi. hi, li[.ortiomlh shar, of sutl I interest
(ditrinied Wvitholt regardil tIPhis stllte() riltcld by sio 11111i ( of
Ihe culidiciolu ttillri' sl ioni 23 (l) ils is attlibtitable to suclh shonrte.'

(i) CRO1s RrF:Rrx(:;ES.-
I StitOn 25 (ll) (2) (relating to credits fur niormal taxt is

Initlled liy illserting II the elm hlle.)of the following: ',(For
reduction of credli uniqier [mragraph 1) or (2) OIll account of
aifoit izalble bo1ldl ]retrilnm, ,, section 125). !1

(2) Seltion 2Ž (a) (relating to credits if ilorpo.ratitos) is
amendetlld by in/i iJhg at thil end .. I ,ll!O fhe follo iMg: "(For
redultion of rerdit tInder lis snib,,,ri lOT oi it-C(ouIt Of illorttiZ-

l})]e bond pr'tllitlsi, S sectioll 1251,"

SEC. 127. DIEDU)CTION FOR MEDICAL. DENTAL. ETC., EXPENSES.

(a) Ai/iwAN>-Fr O( I Ilt:t r lOxN.-Sciiout 23i l ( (reluting to &t-,fitiOns
from gloss imOlDe) is anlded Ib i[Iflstillg at the endl ll'of tile
fullowhini 4lew substctitjii:

x) \IrI(u AL. 1)4 I IAL[ TA.. E. P INxs r,. F x,' fit as Ii in ited um er
Il J gi a)h (1 u' (2), epen.ses p i. d dIiig t,' I, t xah,, year. not comr
penlsated ftr } illSl)l)ce 0 o-ihl....is)e, f(o .. medical (are of tile tax-
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paver, his spouse. im a Ie diepe nol speciied in section '25 (b) (2) (A)
of the taxlpaY,. tile term 'medieal care,' as ilsed in this subsectlolon.
shallai inctlue amounts paid for the diagnosis. cullre mnitigation.l treat-
rmeit, or prevention of disease, or forl the ulr rose of affecting any

struwtmu or funection of the body (i . luding amuount s paid for alec'-
dent or health insulanl).

"(1) A h sbain F . Ia wife who file a joint return may deduct
only sulch exp>eies as exceed 5 pcr centr m of the aggregate iet
Incom.e of suih hiisli nlh fand d ife, computed v vithout the brenefit
of this suibsectioil and the maxintunm deduction for the taxable
year shall be Sot in excess of $2.500 in the case of suche husband
Hnd wife.

"(2) An individual who files a separate return may deduct
oll tsucllh expenses as exceed 5 per cenrtm of the net income of
tlle taxpae, compniutcd without the benefit of this subsection,
and tie axiimunin dedicition for the taxable year shall be not
in ex(ess of $2.500 iii the case of tile ead of a fnlamily and not
in excess of $1,'250 ill the case of all other such individuals."

(h) ItEMS NoT I)oreircriI:. Section 24 (a) (relating to items riot
dleductibeI) is iamended by striking paragraph 1 and inserting in lieu
thereof the following:

"(I) Pcrsona, iving. or faunml expenso, except extraordiniry
midi0( Ha ex peoles ledictible u nidei section 23 (x)

(c) ( mmruram. 1 ln I)e:tCen 3,xs,-Seetion '23 (o) (relating to Ideduc-
tlin fo' char.itahle and other contributions) is amnnended by strikiing
the )crid iat the etid I of thu next to the last setentmie and by inserting
iii lieu thereof the fillowing: "or of stibsection (x)."

(I) COMPEZSATil'N Fial INsuiRASc.-Steeti oll 2 (b) (5) (relat-
ing to exclusion fron gross hieonlnt of compen isation for injuries or
sickness) is amended by striking out "Amiounts received" and inisert-
ilg in Iiu fithereof 'l;xcept in the case of namounts attributable, to
(:u11d not in excess of) deductions ailloed u inder section '23 (x) in

Filly prior taxable yel']. I1l/1latts rieired".

SEC. 128. DEI)DUCTION OF CERTAIN AMOUNTS PAID TO COOPERATIVE
APARTMENT CORPOIRATION.

So(,(tet)[[ 23 (Ic{'latir rg to (ItI..l iotis ilhi gross hlilq..le) is amneilhd
blv iiserlig at [be end thereof the following eow subsection:

'"(z) Amo txis RPHtIKN:sIINr TAXES AND INTERESFT PAID 'x) CA,11
ERArltYE AiPrtENmi (CP(IIp']Tn ,o.-

"(I) IN GE;XA.-Il the case of a tenant-stockholder (as
d(eined in pa'agra h ('2)), anllmnts, not oto erw iS, deductibl e,
paIh or aecrted to a cotperative aparllnent corporati(hi within
the taxable year. if such amounits represent tihat )roportilon iof
thile reial estite laxes oin the apartmIlenlt bnihlingl and th, land on
which it is sitreateid allowable as deductions under subsection (c),
mid or inlclurd by thile ,oorllatioj oli of the interest paid or

i1cr(lred by hie .rll'ltiill OnI its iiindebiedness eontralcted iin tie
acquisition. constrictin, alIteratiou, rehaibilitation, or mainte-
nalnc' of slch l pai'IlllIeit buiidting or in the acquisition of the
flani on whih thle I il(lihig is I'ated, which the sto:k of the cor-
poriatiol owlned by tlhe tenolnt-stockholdo i is of the total out-
standing st{ek ,f the corprationi, iniludiiug that held by tile
corporan ion.
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"(2) hr INITIONs.--Ftni to, piup ,,*es of this suhbscetiin-
"(A) Cooperatiw e Aprilnint Corporation.-'ITh term

'cooperative aplart1lenlt colrporation' meanus a corporationl--
"(i) having one and only one class of stock out-

stlanding,
"(ii) all of thile stockholders of which are entitled.

soly vby reason of their owinrship of stock in tile crn,
pora ion¥ to ot c I for d;l ili ig ptirposes apal-tlm .r;, ill
t blliihilg (owI lied or lease'd bY Si u c.. pt rationl, tanil t ho

are not entitled, either conbitionally or uncoditionalliv.
exi-elt u )on a con pte te or partial aliquidaition of tihe ci-

orai tim( to yreeiv alny distriiution not out of earnings
anid profiti s of the coi poration, and

"ii f) 80 per centuiin or Itorc of the gross income of
which ioto the taxable year in whjich the taxes and inerest
described in paragraph (1 Ile paid or incurred is
derl·ived fronI teniant-stoekholders.

"(BI) TIla t-stAckiolder-'lhe trm 'tenant-stockhoheler
means an iindividual who is a stockliholder in a cooperative
al[ rtnlent corporation. alid whose stock is fully v ani id ii in
all amounc t not less titall lI a lll.ll.t sthowni to tlhe sat isfact on
of the Commissioner as bearing a reasonable relationship to
the portion of the value of the corporation's equity in tlhe
hLil ing and thlie land oil vwhich it is sitiated which is attrib-
utable to the apartenit whiich s.l. ub iiiv iduhal is entitled to
occupy."

SEC. 129. DEDUCTION DENIED IF PRLOCEEDS USED TO PAY FOR
INSURANCE.

Section 24 (a) (relating to items not dled(:cihle) is amended by
stri king out "or at the end of paragraphl (4) . ad striking out the
period and inserting a scmecolon, arid at tle end of the isiehsetion
adcdilg the following new paragraph:

'(6) Ally a moun t paid r acclredllR, on indebtedness; incurred or
continued to purchose a single premilim life insurance or endow-
ment contract. For the purpioses of this paragraph, if substan-
fialy all the premlumns on a lit inst la'nc orl oir e r)lowe nt contract
are paid willin It period of four years from the (late oiln ich
such contract is purlhased, such contract shall be onsiidered a
single premium life ilisirangce oI i..lln t 1 tent coiltract; or''.

SEC. 130. TAXES AND OTHER CHARGES CHARGEABLE TO CAPITAL
ACCOUNT NOT DEDUCTIBLE BUT TREATED AS CAPITAL
ITEMS.

(a) Dnar-CnoNs Nor AIWwalE. Seceion 24 (a) (relating to items
lot deductible) is amended by inserting at the end thereof tile follow-
inlg new paragraph:

"(7) Amounts paid or accrued for such taxes and carrying
charges as, under regulations prescribed by the Commnissioner
wvith the approval of the Serertary, are cilageahl le {o capital
account with re,I,,et to iI,)pertv. if the 3aX txper eOlcts. in ac(,c. rd-
an c with sielo rrgu at ioini to treat such taxes or circlll' aIs so
ehia rgtnllc'
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(ll) TITHIINIAL A\TNi ImLNTr---SI'iion 113 (h) (1) (A) (relating
to adljstuln.,t of katis) is aimended by, Mriking out ', includilng axes
iot]d othp' atlltying chlirge on ilHi',vl) ed .. lI .iHll.podtlulit e teal
property".

SEC. 131. REI)UCTION OF PERSONAL EXEMPI'TION AND CREDIT FOR
DEPENDENTS--REIQUIREMENT FOR RETURN.

(a) P:ts Xa AL xElIIIxfOriN.-
(1) (iGENRAr nRULt. Sitifil 25 (1) (I) (' elting tlo personl

xelxiption) is aiii..( lded to ia d as follows:
"(i) P)ERSONAI EAXEMITIION.---I the seliS Of ii Silit! p1)91011 or0

a mjiarried person not living with husband or wife. a porsonwa
exemption of $500: or in t(li ease of the head of a famiily or a
Ilariedl p)rsoi living with ihusband or wife, it peretuo.al exerlp-
tion of $1,200. A hi saind aid mife li ing toget mr shal letei ye

hIll nle p.r.-olll txi.ption. TFhe I..mollt of such personlal
Exeiliption shall be $1200. If sirih husband and wife make sep-
aliat, Iretliins, tihe ptrlsOI ol cetxili iil, Ii lay be taken by either or
divided betweenl thenm."

(2) N'ONRFSIil)ENT AlIENS. St'tioi 211 (elating to personal
exenlmption of nonresident aie indi(luals) is amenuI(Id to It..I
is follows:

"SEC. 214. CREDITS AGAINST NET INCOME.

"In tihe cse of aI 1onrisilet alie iindividual thile personal
exemipttion allowed by section '5 (bI) (1) of this chapter si all,
eXlplt as hereinafter rovih dd in thie cl s of ( rtsident of a con-
tiguoris ounitry, be only $500. [In hile case of a nonresident alien
indiividual reidiring illn i ontiguous country who is married and
living with husband or wif, oir mlho is the head of a family, the
personal exemption shall be that specified in section 25 (b) if such
con tiguous c'mut ry allows to citizens of the United States not
residing in such ontrtrv 'iwho ale larriedl and living with husband
or wife and to citizens of the United StaNts not residing ill such
coi u ntry who are hieads of fanmilies tie same personal exen )lption
its that allowed citizens of such country who are marruie(d and
living with husband or wife or who are heads of familie, as tihe
cas. may be. Tihe credit for dependents allowed by section 25
lb) (2) shall not be allowed in the case of a nonresident alien
individual unleess he is ait resident of a contiguous colntry."

(3) CITIZErXS OF NNit0qSIONS, TC.-SCtiflon '251 (f) (relating to
petrsonal exemption, of citizers entitled to ibienfits of ectiol 251)
is a i ided by sti' iig out '$750' and insetig i lieu thereof
"$500".

(b) Cinmlrr roto DEVErx \Trs.-SI.Ct ion, 25 (b) (2) (A) (relating
to credit for depenidents) i amrended by striking out "$400'" and
inserting ill lieu thereof "$'350".

(c) RrrunN R;ITQUTIRiMiNT.-
(1) G-L(RALm axa. -Section 51 (a) (relating to general require-

meit of retlrll) is amended by striking out "$ 1,500" wherever
(ccurIring i;heren and insert lg in lieut thareof '$1,01" and by

striking out "$750" and inrsrti ig in lieu lthreof "$500''.
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(2) F'iucTinY I rnix's.-Sec timo 14' (a) (requ iriiing returns
of fidhuciciti,) is ni..nh.ld by striking out "$l 5)0" me-rever
oeruraring thereia and insertilg iin lieu thereof "1.200", andl by
str iking out "$750'" wherever oecurring therein and inserting in
lieu thereof "%B500W'

(3) IxFlratnoaON avruNs--Sectioo 147 (a) (nilating to infoil
mt i(on at the souice) is amended by striking out 'o$750'v eler I
occurring therein and inserting in lieui ti reeof $5010',

SEC. 132. COMPUTATION OF NET OPERATING LOSS CREDIT AND
DIVIDENDS PAID CREDIT.

(It) NT OPEHAT[NO LOSS CRITM.-
(1) IMnrrrIoxs.-Seetion 26 (c) (1) (relating to amount of

net operating loss credit) is amended to read as follows:
"(1) AMOUNT;OF citrrT.-The amounillt of netl operating loss (as

defined in paragraph (2)) of the corporation for the preceding
taxable year (if beginning after Deecemn' 31. 1937) hut not in
excecs of (A) the section I102 net incolme for the ltaxable year,
in tIe casle of the tax inmposed by section 1Io2; (B1) the SunpplienltI
P lisnt incomIe for the taxable year. in tile case of the roml>litaltions
required under Sup pldnelnt P; or (C) the Sibieha iptr A net
li .llle for the taxable year, in the ease of the tax imipo.d unde r
Stulla )ter A."

/2) A\m' o0lrsOEaTO llS$ DlJ)Unoi.-Seetion 26 (c) (2) is
anlenidedl by insetling after subparagraph (13) the following new
suhbpararalph:

"ZC) Forthepurnposesof this paragraph, the netoperntilrig
loss deducilion provitied in section 122 shall not be a/hm'ye d

(3) (CIERICAL. AIEXMNIONT.-Sectllii i26( (c) (2) iS ame. noded by
striking out ''section. where it a pealrs thile secold anlld fourth
tinJes and instqting in l]iei thereof "ehapter:.

(b) IIaI SURitAx CRIrT.-Tlh last senteniice of sectioln 27 (b)
(Iliatioig to defilitioni of basic surfiax c reedit) is aintended to read as

AJ110 ,s Thie aggregte of tile samontS Urdr. Ipa ragaoII s (2) s and
(8) shall inIt exceed (A) the secti in 102 net incomie for the taxaible
year, in the case of the tax imposed by section 1id2 (i ) the Sunple-
itnit P net incolll for the taxablhe vxl'r. in thie casf' of the colta Ila
ions required undLIel' Supppleme nt p; or (C) the Sib Iha)telr :it
ninomle for the taxable yearl. in tile case of th I tax ihnil we'i. lilder

Subeha pter A"
(c) Dnmrn:D CARRY Ov"r.-SeCtion 27 (c) (relating to dlivid .i.d

carrv-over) is anednled to read as tollows:
"(c) DIO WN:iD CxAuR-OOvR.--r here shall be corn rated with res pe't

to ec'h taxaible year of a corporation r dividend cearry-over to suchl
yeour from the two preeding taxable years, which shall consist of tlie
stini of-

"(1) The amoint of the batsic sin'tax credit for the seoned p'e-
ceding laxalie yar . re duced hl till Subchapter A net income for
such yeat, and firther rmdu~ed by the amntiit, if akv. bv whtlh
the Sulbchapter A net inc..o.lli for lIk first pitrei(nlg taxalle year

xc(Qeds tile si it of-
L"(A) T'hI basic sturtax erl di for i.. i;'.i 'ear: arid
'"(B) Thle excess. if any, of lhe basic intutax cliit for Lhe
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tlhmiI p..(, .ill,, ixnahl, veal over the tIhclhapter A net in-

Q2) iThe itmn~il. if y.iv. by which lite basic suitax credit for
hinI first jllece(Iinlg raxatml vea;l' exid1s the Sublchaptf r A nit

ioln, m for siuch ye,}1. III the case of a pireceding taxable year
r'efl('d io ill i Is 1iilhitioll. the Su1behaplr A net income shall
he dentiined as if tl cor)iprati(i\ was. rnderl tle law applieabtt
to such taxable ye.]'. . I .eso..Ial Iolhling (.Ol.jlpllly."

(d) TI:clIINU :. AILENDMEN:NT(.-SI tilo 504 (a) (relating to def-
nition of mnoist'iilieI Sul h I.ite, A neti inco i.. s amnended by
striking out '. and. th ill tmillulmtation of the dividend narry-over for
the lptl'poses of tb is silciha l'dur the t!llti 'adjuslted iet iIncolme as used
in s.,ti.n 27 (e) mIeliS tlie adnjusted t11 ineflte inii s the dedletion
allowed for Federal lltaxes, nuiler seition 505 (a) (1)".

(e) YEARS To Wu) m A1I/NI)( ENT AENDIA(MAEITA.- Pe amendments
made by this section slll II be aipli.iI.ble only willth respect to tixahll
years beginning ifter lecemiber 31. 1939, but shall be applicbIle il
t[e corllpital ion/s vih I'sped i) plefiO·ll t ixltbe *1s fop thI )ti'
pose of ascertainhing the I... lunt of any divideti {lcl'ri-OV@L flh}\

silll previolls til xili, yeai's,.

SEC. 133. CREIDIT FOR UIVII)ENDS PAID ON CERTAIN PI'IEI(;RIIED
STOCK.

Section 21; is amlcndl byv instting Il tile end tilereof the followiog
new .subsc tion:

(I) ('RE1111)IT FOi I) I ENs P All) ON (Cllr 1 PREFERED SiOIi.-
1( I ) A M.,tN,'r ... ]H)1tI1I.-I, the IS I of a public utility. Ih,

tl(tI4..l of dividlends )Iuld duliiiu bh taxable vealr oi its )rEl
fereld 'iok. I'e cedil projiled ill ilthis slbsectioll sh:il bi
sublriact ed flom tihe basic suitax crede fit p. vidoed in sectio S27.

"i2) DrNirT.xs.-As used in this Subsecti on und sect lioni

(A) Public Uitilitv.-Thl ternm public utility' I means
eoo ir['timiln igd ill nhie fullliishiing of telephone spri e
orI, h/ l t e ot ealeof fic (I'lrly, gas, El waler, if thie rate,
for .*lhp fiirni;inL Or S -le, ias tesaE mIly be, have been
est iblishled Or ali'l)oved by a Stlite or poliical subdivisicon
firof,f or by all agrllcv or inistrl'iunlifq[ty of thle Unitnd

StIl( l bA a iublie utility o plubllic SIVc le conimllmssion
t ote ir niiilar hIody of the' District of Columbia or of ayll

Sltce or politlcal sutlbivision thireoE.
'(BII) iifeiiedl SoIcOk.-Thle Itm11 preferred stock' means

stock is.i... p,'ip,. to O()lober 1, 1912. which during the whol,
Of hlieltx[,I v~, i:'I (01 th( l)aIt Ilf tfll taxable year aftler its
issil, i s, iok tihe dividends ill reppet il' which wetl
I.l.l..ii... ivil limiled to tInle same, oiiOi[IIoir I and payable ill pref

[.ll0 tO tIlle Ill 1111(lt . (e . (f d tividenis oil other stoctk."

SEC. 134. INCOME IN RESPECT OF DECEDENTS.

(ait) GE:NE:Ri. RULr.-iThe hiist silrinee of sectio.. 42 (a) (elatingI
to inIii io iils i<-lolme of IIIoults iacrTlued p to Ilath of tax-
I...ev!, ' ) is amnle'l to dii }Is fidhls: "It lie case of itie death of
a taxpayer whose net inc.one( is .comtplute,[ upon tle basis of the
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aclrual melhod of {C(OIIluil,. Aloillnlts (exceplt lilntoullts ineluiiibl e
in eolnplatml a i 1 )IlIVI '1 I n( .e.(l(he iltdePr section 182) accrued only
by reason of tile ath of tlhe laxlpayer Thall not be included in

opu oting mnet ilncome for the period in which falls the date of the
taxpayer's de ath."

(b) :Dtne, IONS ANID CnnoTr,-The last sentence of section 43
(eliting to dtluetilons and, credlit acecrued uj> to death of tax lpayer)

is anm0i1dede to read a. fo llows: i "ii the case (If the diealth of r taxpl er
whose net ineomne is c. iiiedl upon flth basis of the accrual mietlh(o(I
of accountinig, anmillt except amounts itnd culible in computing i

irtilel's net ilcoe Iteli,'iir seitioli 182) iclneId its dedulltions and
credits ,liiy by reI,.n of the deatlj of ilit taxpayer shall not be allowed
in coilnl lp ing lql inconie for thie periodi in hich falls the date of the
taxpayer's ileiilh1i

(c) OCllos.s tEtIEXC:.--E.Section 22 (relatnig to definition of gross
income) is iamended by inseiling at thile end throf the followilg,

1(1) INCOME OF DECEDIIENIS.-FOr inclulliiOn iin grLss eolne of
celrtain anlilllits which conllsitllld gross inlClone in respet of a
deV( ednt. see sectioll 126.'

(d) DrmUcrONTs o OF T EsrAr'-Sethi.- on 2 (relating to deductions)
is amended by inserting at the enil theireof tilhe following:

"(WV) I):EDITCIONS OF ]ESIAT- KTI..w (ON ACOlUiNT OF DE:CrIENT'S
tI)h[l i'ONS.-

"(1) In the case of a person described in section 126 (b). the
anmount of thi deductions in respect of a decedent to the extent
allowed by such sabsect ion.

"(2) In the case of a person described in seetion 126 (a), the
amount of the deductions in lrespect of a decedent to the exteit
allowed by soedin 126 (c)."

(e) The Internal Revenue Code is . i..iendid by inserting after
section 125 he following new section:

"SEC. 126. INCOME IN RESPECT OF DECEDI)ENTS.

"(a) INcrLSIONs IN G(Ross IN(OME.--
"(1) GEmNnt4, RI :L.--The amount of all items of gross income

in respect of ait decedent which are niot properly ineludible in
respect of the taxable period in which falls the date of his death
or a pr'ior period shill be included in the gross income, for the
taxable veitr when received, of:

"[A) the estate of the deedent, if the right to receive the
am iatnt is acuiried by the decedent's estate froml the
decedent:

"(B) (he ipeson who, by reason of the death of the
deiident, acquires tilh right to receive the amount, if tihe
right to receive thle amoiiuint is not aequired by the deceden1ts
estate fron the decedent or

"(C) the p)erson who acquires from the decedent the right
to receive the am..ount by bequest, devise, or inheritance if
the aniount is received after a distribution by the decedent's
estate of such right.

"(2) INIOMe; IN CASE OF SAL, ;rc.--If a right, described in
paragriaph I), to receive an illlnilltt is tritisfe.I..d by thi estate
of tl i deiedieiit oa pars III. ] who [ti'ei Ve siIth right by reason of
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the death of 1iJ ;v(,,e tIt or W beut Ins.t (ICevi. or0 inheritancre
fr.... tihe deti,,,Lnt thIre shall be inllehded in the gloss iIncome
of thi c>l;l It or suh )personl. as Ihe csae lnav be, for thile taxabh,
pio dl inl which the transfer oleirs. thile fiir market value of

Ih righit at thile I ime of such t ratrnsfer plus the aim iol t iby
Miuch a'lly c nsidera tion for the transfel exceeds such fair Imlar
kit valu. For tile pirlposes of this paragraph, the term 'trans
fer inclluldes sale. exchanli g. or otlher disposition, but does not
inchitde a tli'tsfer to ia nIe(ii uLI'uallut to the light (If s [Ich

}elson to receive such anuounn by reason of the deaith of the
deceldent or by bequest, devise. or lInheritance fron the decedeI ,

i(3) CJIARACTeIR OF INCIOMIE DETIMINiED I YRIgIrRENTC !I1

DECEI)ENT--Thle right, described in paragraph (1) to receive art
alniotint shiall be treathd, ill the hands of tihe estate of the decedenit
or any person who al h ired suchI right by ret'lon of Itle dealth
of thile decedenlL or 1h bust lvist, or iiheritance from the
decedenl, as if it iadi betn e.. 't ired by tihe it ale or such person
it, thile transaction by wihieh the deeedent aet ied such right
tid tile aioulnit iIiluditile in ll (IsS ie omie un(der paragraph
(1) or (2) shall be tonsildered ii the ham s of the estate or suchlerson to have tie ihataeter which it would have had in the

inids of ithe decedent if the decedent had lived and received
Suhm Inlount.

"(b) ALIwAwXCE (IF DLhaucnToNs AND Cnnreir.-The amount of any
dleduction specified in section 23 (a), (b), (e), or (m) (relating to
(led...tlois for expenses. interest, taxes, and depletion or credit
s~citiel in sention 31 ( foreigni tax credi]), iii res)ect of a decedentl
wiit h is [ not Iroerlyv allo wable to the deedednt in respect of tile
taxiible pl ioed in vwhlch falls tile late of his dafth, or a prior pe .ioe,
shall be allowed:

"([) IxPENIass, INITHliEST, AND TSXFs.-In the case of a deduc-
tion speciflied in section 23 (a) (b), or (c) and a credit specified
I1 se(ction ;1, in thle taxable year when paid,-

"(A) to thie estate oD the decedelt; exep t that
"(B) if tile estate of the dectdlent is ntot liable to dis-

charge the obligation to which thie dedluction or credit
retats,. to thile elrson who, by reasonl of the death of lie
decedelnt or by bequest, devise, or inheritance aeruires, sub-
jet to such obligation, from tihe decedent a*i interest in
pit, pcitv of the decedent.

'(2) 1rpiwrr N..-ln the case of the deduction specified in sec-
ti.n. 23 (iI), to the person described in suLbsention (a) (1) (A),
(B), or (C) who, in the manier d eseIibtd tiheeIin, receives the
inllime to which the deduction relates, in the taxable year when
Suc]h inll(oll. is received.

'"(e) D uero)i-r(N For ITAITE TAX.-
"(]) AkIOWAxNC OP DEDICTIONN-A person who includes an

anmount in gross incotrie ill...dr siuhstction (a) shall be alloweid,
for the same taxable year. Is a deduction an amount which bears
thile sanie irati lo tie tteet t:Lx attributable Io fie net value for
esatei tax pulrposes of all tile itelis described in subsection (a)
(1) as tih aale for esoltv tvlx puirpoes of the items of gross
iioe .... I p' i Iiok I }f i, r escII ol which such person
included the al.ll.iollit l girosI jleollie (or tlie mllloun[t immehmided in
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gross i . iole .. w ,hichevler is loiwer) bears to the vI liem fllor estnte
tax laIas'rls of all tilte iltei.i d(lsible it subsection (a) (1).

"(2) MElIIIOD OF CoMprIl'UNO DEDnrTION .- For the plurpss of
paragIaph (I):

(A) Tlh, lelil ('estate tlax' mIeans thle tax illntoll( lptil
lile estate of tile dele(dllt tunder section 810 or 860, redhced

bv thie eredits against such, tx pi the tax imposed uon
the estate of tie ldeeedent under see ion 935, reduced by the
elvdits against such tax.

"(II) Theic net valie hfr estate tax piiurposes of all the
itels des(lribled in subsection (a) (1) shall ihr the excess of
the "avlhe for estate tax pIrposes of all }lie items, described
in stlbseetion (a) (1) over tie deductions from the gross
estate in respect of Iai l ls hi(clI represent tlb deductionsi
and tredit dlescribed in sliubsectloin (I).

"(C) The estate tax atiribuhtable to suclh liest vale shll
bhi ll aioullnt eqllual to tile excess of thile estale tax over tile
estate tax cemnputed withoot including in thile gross estite
sulh net vale."

(f) EFr: TIVIE l)A'I}: oF1 Ampl;m)ox.--l'he amlend .ments made by
seblsections (a) and (b) of flis ,I ion shall be appliceable will respect
to taxable paris l)bPegitlln aIltea r l)eet'ilabwr ', 1942. rand the antend-
meils made by subsections (c). (I), ald (e) of this section Stmll l}
a p ipcable ith respect to taixable years ending after I)Decenmber 31,
1942,

ig) TAXABLE; YEA:ts BEFXR 1943.--In case the taxable period in
which falls the date oif theliea th of the decedent began after De iem-
ber 31, 19;3. and before JanuiirV 1. 1943. tlhe tax flo' sich taxaiile
period shiall be, coilpi'edi is it prlvisiohs eloresponding Ito the prn-
visiions of sections 42 (a) mod 43 if tile lnerrnal ivenue Code. as
amended by subsections (a) itll () of this section* were a part of
llie Revenue Act of 193i:l. te Rvniuie Act If 1936. the Revevnme Act
of 1938. or the Internal RIevetnue Colde. whichever is applicble Ito
sihli taxable period. In the lase of the esiate of such a d(ecdent
and }' each )tel'ioi whio 1(iies; byI rrea-n of the death of Ofch
Ic~idedit or be bequlest, devise. oin ler@itrane irom snch decedent lIhe
riglht to reclive tile Inoinllt of items of gross incl/oe if the ideecnlt

rhichll iponi tile apiciatil (ill of llhe pirlaledig s ellteiu(( ile' not prop-
erlv incmluhhi in respect (if tile taxable period in whilh falls the
liiie of ithe dee lent 's ldeath or a prior pelod. tile tax for ealh taxmile

peliod ending on or after thile itt on which thle deedrenl died shall
lie a(mp ilt( V 'w -U ~sin 11 ', rilconte ain' aillolts With respect

su ''lh (eedenit wihch woullld be 11tlublhibe, anlld by a 'll¥1wig is deil c-
tib,;is Illt credits the i .ninttits willt rleslpel to ullh ileceult which
wi u be a ilo i he. if provls ei s ce re111 l ..nilri to the proviSionS of
tih sectionT ineserte ill Ith l]iie·1{ 'a Reente le lo ev subseetion (e

of this section wee a part of the law aplircable to such taxable
perid. Tile lv'ovionn of this subsection shall not be apilieatile

licll(S t thlle re fillt with tiC (Olnllissionb r (in accorltlce with
regulations presibed by 1fie Commiissioner wilh tIc a pploval of tiln
Senrtary. and l dile time prescrihedl by subl igulalions) signed
:oItq(II It tode ndliver oath by the Iidu(niarv ytresentilng the estate
atnd [I, v (ael SII'h pel'sOi. (or if ally sich )'Soi~l is lol i iitnger i eist-
rate (I' is uncle disability, by his legal tqortestntalivc) that with



tIsei to lulch SiIolllints; ] le IIitlix oif the1w 4siaje, or i taIlx of slI,']h
il'l)... Ii. at (l ie.... .le, , Ahll lW coiiliut(l'd unlder tit, jipovisiol

of this uIbljci lon fotiii i, taxlilbt perlod en.ihli or .... t... lit.e I, t,
of II, death of ie (lecderLt alnd tile itx of te (e(d .O.it sholl he coin-
puteri ifiI.. siithl ii'¢lvisiois fri thLe aixable .,Liod (if itke ddtlce
ill which falls tie dl[t. of his ¢thth, If slo<' (insecot is filed fiilf
tih l ll. for thle filing of t return will, esyct to mv sIll tlxabl
jerilodl the deftieieiy te'iring fom tle faire t to 'Ilinle the tax
for Isch tixabl] pr"iod itn cIordl-i.ae with sti'li coolSelit sall be paid
i thile late of ihe filing of the (illyiet with thile (onlisssoimter. or on
tlie date pirescibed for ilithe pavlll(it otl the tix for the tXable pet.iod.
wllchever is late,, ianll thie eriod if liitation proided its selllons
275 awl 276 of tIe InternalI Rtvenie (Cole or ornrespol idtg [I1-
XisiIlo if It Ilriol revi1ll IIa on th] Ollile akillg of a...isi..elets rand tile
le rilliing of distraind r a I O.e.ltdi. iili (alit for CO]ll('tioil slall
with esipect t, sctlh delilieny, hiclu one veal imi ell diatelv after
the date the onsent was f tiled. and s luh ass;esslent land colletion
may IIII6, rad, fitl nid 1vtwif lhstaiihji ly \isJol/ if the ll internal 'evehl",
laws Or li 1110 of law whi'h It in I otherwise prevent 1such assss-
ml ciia ind uoifltiumn 'the period within which claim for credit .
i'eflld 11y lit fill iled. or credit or i 'efund allowed or itnde if ino i(] illi
is fil,e with respect to liny ove'pavnment resulting frinl file fiilme
io oniillite the tax tor oiy sihi wlaxiltile period (xelpt, the ttaxii.b
pel'i>od or tIae dIee ..rt. ii wh il, LfaWll thle date of his death) i accorl-

l..C, with >w]hI (ons,Ilt shall neinhde one year immediately after th,
·e of the fil ,,i of the atisit, intl cI~dii or e fumit nay' he alloe,d

of ila:i. i.otwithstanding ay piovsieO of the Inttriat i'vvlllle laws
ot :tny rI.de If law whni Would otherwise jrewert suth credit or'
ref fuln. b[,t nu, iintetel shmall Ib allowed m' paid with respect to an)

s oyM' a1elli. l ovisitis of srtion 322 (b) (2) and 3)
of the InterI'ml Reet..l.e C..IC or a t j]'plidihig plovision of a prior
iVe i law shall tilt [lppl;r to the tfi{dll (if iiiy soch overpaymieIti.
If tiIe a Ijiatioj of t is subsectibm to tilc ta'xable period of t(le

ehtp1 which falls Lth da of his death thsiiss ii a deficiency for
suchi taxabl[ Iwli,.. Ltlid if the in'owe tax of tile decedent for smith
period was dleduiicteld in C<r.t.ptthig thII net estate of the lecedert

nI.. (1, tlInhtS tof Ihlie Intrnal Rev"nlle ('oldeor unelercoreaspolflu
I g tille of a ,ro lOVXilllt law, amid if it t(ie time such defieienYv is
assesed riedht o' refii..id 1,f aly rtsliIting overpaymient ill 'sIxOstI of
italxes im ...posted by sutch (!lip] Re 3 oi'r correSp onlding title umpon
suiih itt estle is prevented by anlly- provision of the internal revemlie
law;s or by any rfl, of law. tiOeo thle aloant ol ! such leiciency whihl,
is ays<,sd and'] colleeted shall he ieduie4d l¥e the amountof swl eesuim
i~g ovtulmPayllIelIl liulnq' 1th,1 (Clhtpter! 3 or' 'oimesponding title which
wul. I be cildited or refunded if credit or r!flold thucieof .ere jiot so

eveeltd, This su1bstionl sthall not be dietemeld to clhllge lIlly Iilol
vision of Iaw limiting tie n olwltte if r'fund or credit wilh atespect
to iver avillIitrIs fol the taxldlIte period of tile decedent ill which fall
the dale o)f hIij dtaf, limdl lmo interest shaill be allowed rI .. ill with

to any ove.. avn.... r'esuilti ig frol tile application of lhis
sib.etl (l ion lo'sI~ 1x I~h tmhI & ,Irii . t' thle application of thiu siul
5 0tiI.. ., titi' tax>hil, p<,rlod of the daelent iih wI(ih fallS tle date of
],Is latlh csretlis il ill civ'rpax)ntteit fm such laxalde period. altd it
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such overpayment was ircluded as part of the income tax of tie
(d,,engt whtich was tdeducted iin nolpiutilng the net estate of tile
decedent under (Ihapter 3 of the Internal Reverwmu ('ode or urnder i
correspiiding t1ih of a prior ..r.vue law, and if. at the time such

ve.iipa ynalnt is ctditedil or reflndedi the assessmeneit aml collecti n I of
de'itmienies iii respert of tile taxes imposed by such Chaptelr 3 .'

'r'i!s[polldig title upon such 1net estate is lrevelnted by any ilo ovisioi
l, tlhe inite'nal revenu, hliws or b ay ru ,i f law. then the anoount
of sicih overpayment whicli is cri m tefud a to fleldve] shall be rodicedi
by the aiou,nlt of the resltiing tdeficijenies Inider such ('h .. it' 3 ior
(ol. Itlsal.d ilrg title hliihl wul ,.d be assessabh if thie asessnl..t tand
col ortion thereof weren ot so pl'(vonted,

SEC. 135. RETURNS FOR A PER1OI) OF LESS THAN TWELVE MONTIIS.

(a) INCOME PlACErD ON AN ANNUATL BAlIs.-SeCtioni 47 (c) is
il.i.eldld to iead als ifol lows:

"(C) IN(cIME PLCI :D OX A NNUA.lL IASIlS.-
"(i ) (4 N11NIIL lit LI. If a set iarle return is mnlade ilundel b-

,sectini (al) .In .llllt If ca cllnlgne in the accoulntiilg periodi the
net iiemrne, conmputed on the basis of thie period for which sepa-
rate return is m ade (referred to in this subsectioni as 'tie h,,t
Ierlido). shall be plaiedI on al aI.nni.al baisis by multiplying tilt'

an...11un the .rof by twoele, and (lividling by the inrmber of monthsl
in tihe o'it il tol. I'le tax sln It. Such part of the ltax c'n
plitd on suchi i ll[llt hIasis as tile numllber of months in the shorI't
period is ,f twelve months.

"(2) EXcIrETIOx . If the tax naiyer establishes the amount of his
inet i 1n.1.oe for thie periiod of twelve months beaginnini g withl t ihe first

day of the short pierio]. ni:( ..uted as if snobh twelve- ionth jeriod
were I taxable ivtir, uindo r tho law app lieable to suich year, thien
the tax for the short period slhli be reduced to an aniollunt
which is sucih ipart of thle tax coniutred oil the net income for
such t elve-month period as the net income computed on the
basis of tlhe short period is of thie net income for tie twelve-
unuoth perioid. Tile taxpayer otlher than a taxpayer to which

the next sentence applies) shai comrnate tie tax and file hiis
returni without the application of this paragraph. If the tax-
ipaye,' (other than a corporlation) was not in existence at
the end of the twelve io iltli ,eriod, or if the taxpayer is a cor-
I,n tion and ias i sposed iof sui bstantialh all its assets prior to
tilhe end of such twelve -clllllt pelod, then in lieu of tlie net incoime
for such twelve-month period there shall be used for the pr poses
of ills paragraph the liet income for the twelve-monthl period
endiiing with the last day of the short period. The tax computed'
under this paragraph shall iii 1i cas ie less thaln the tax corn hited
oin tie el ire ine for the short period without placing such net
inhloni, on gill annual basis. Thie benefits of this paragraph shall
not bie all iti ii les I taxpayer, at suhee time aits r'illati olis
prescribled heierileifler iFiuil'e (but not after thie time prjeserbl[d
fot the filing of tile return for tlie fir'st taxable year which ends on
Ir after twolive it.,nhlls after the hbginninag of the short period),
n akes aill plicaticl tiherefrth in aicrdainice with such regulations.

Sucih ap i f(ation, in case the retlrnl i s filed without regard to
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this parariph, 'llhail l be runiered a clin, for ,relit or refund
with esJ ll p P it, th ii aniifl ly whlivhi tihe taix is IVJ{IUo(I uilnd..er
tlhi nIpagrarili. The ( olmlllisi .o... w(.ith the apllroval] of tile
S;*tiirv, lla plJt'*tii* Ntll gu onsis he mlay deeprl

(b) INOiME FOR (ClilAIN T[AXES NorI PAi.C E ON ANNUAL BASIs-
i) SIurAX ON (OlioilItArrONS IMI'IOPEI[,¥Y ^((UMIar.LTINO( 5fl-

PlTt--tect ioin 1(1 is I: ieided hy inserting alit the endil thereof the
foII,"~ lII . i.. MiI)M ni ur

"(f) IN( OM : Nnr Pl,: oN A xVA. BAsII.-Sectioi 47 () shall
not apply it, the cm....potation of tie tax imoposed by this selioen.' ~

(2) OII}[ON T0....N oIL }lOLl}INO COMPANIES.-S*c't0ion 136 is
ar .e..aid by inserting at it, eindi thereof the following new
subsect oll:

"(d) IN003] NINor Pl'Actm OX A NNXNA, BAS s.--'The net inco ..e sh Ill
be comIpiuteld 'itloiut regard to ettlion 47 {c)?P

(3) 'rnsoNAL SERVl:i(CE (IORPir A ll ONs.-Se(tiOn 393 is lmlen/lldd
by ill,'rt illg at the end thereof Ihe following new sentence: 6t'V( o
thle purposesi of this section, lie i.t illcolmle shall be conpitllted
without regard to section 47 (C)."

t(4) PEiRSONAL IOLD NO ),MIPANIES.-SctioIi 505 iSl amendePd iby
mei irting at the Pel( tl,erof thie fllowinrig new subisection:a

(e) INonMs: N fl PLACID (IN ANNUrAL Bs I.--The net inconle shall
be copiitcd without mrgamd to section 47 (c)."

(l) IRrITURN ls WIllo IlAxPAYIEiI No¢r IN EXIurrNCxE FOR tIel],
lMo nlms.-Seetioin 47 is lamelldl by inserting at tlie end thereof the

folow ing .. w sublstc:tion t
;i(g) lhrtrTlRNS WI'ERE TAXP[AYERiI N1i IN ExISTIr1NCE MOIIl Iw bFI

vloNrHS. i it tlhe caSe of a tax l. Vi'' l ( in existen rce diitii g tie wholle
Of fln .i.iftlll a(Ioi.itiig. period ending llo tilt! Ilst day of a month, OF

if the t-r"'li"' ias lo slluchl alllritra accountilg lperiod lor does ilnlt
kee books, iii'ing the whole of a calendar year, tile return shall be
llli itelor the ftractional part of the year drinng which the taxpayer

Was in existence."

(d) SHORT TIAXALE Yta.i-,-The stc4iid sentence of section 48 (I)
is amendd t read folh ws: "'Taxable yeal' ' means, in the ease
o(If a rtu lil.i..le for a froiloi .. l II part oif a viqar indelr thile I.virsrioIn
of this chiaptel or under rlegu IlTiollns prsc'ribed by tel Comruissio.r...
with tie approval If tihe Seretarny, the period for which such retiurn
is made."

SEC. 136. DECLARATION THAT RETURN MADE UNDER PENALTIES
FOR PERJURY IN LIEU OF OATH.

(a) DICLARA^TiON (IX Rr rRnxs.-Sot 1 much of tile first sentence of
section 51 (reauting to Iqireuirement of individuail ' e[iiareins) as reads
as follows ''IThe fi]owinig individi ts shall each inmake iunder oa.th
a return stating" is amlended to read as follows: "The following
individuals sallr each mtake a retuirn. which shall contain or be
venified h1 y a writtenI decilaration doIt it is made inder thile ipnalties
of 1rerjuv. stating..

(b) P;xaNrY.-Section 14 5 (relating to penaltties) is amended by
insertinig after subsection (b) the following new subsection:



A) Anyi idilidual I we illfully makes and subseribes a return
wih ' lie e 'bios oI Miele to be tirle ald .IIrrecT t a- to every nimteial
liatter. sIhaII bIe gnity of a folony, and, IlI Ol con/v i. io thereof,
shall lr sibj*t to tte,'ponaowis preseribel for perjury in section 125
of the Ciri...al Code,

(c) (iimlm AL AMIEND)M IN is.-Sec loll I15 () is attended by sink-
igm n, t (c)" and inrting ill lieu thereof al) a section 145 (di)
is amlendled by striking ()lit "()" and inserting in lieu thereof "(e) ".

SEC. 137?. EXEMPTION OF VOLUNTARY EMPLOYEES' BENEFICIARY
ASSOCIATIONS

ai) EIXEMi'l PN OF Vor xi FlY .... IA;YFE.. BENrEFIIARY A$SoCIA-
TiiN.--StCliOlj 101 (li6) of ihei Internal Reveue (ode, aind of the
lKeve,nue Acts of 1938. 1936. and 1934, and election 10o (16) of tle
Revelnlie Alts of 132 all I 928, anl! ainended to rell is follows:

"1 IT) Vonitary em ployee' bnelfiitry assoei ati o vs providing
for tiie payvien kf life. sick ecilelt or other he efits to the
Inendaris f sicll ihassociatim r their dplen dents, if (A) no part
of tlei l net !r'll rigs nues (other· ttll tl through sulth paylnents)
tot Ite )e,(.fit f ''iy prival, hatehohler orf indivihiual ai d (B)
85 Ipe' CIltllm or .. e of the il(lom, ((llP its (of illl/OllitS (ohlelletd
firo, ilieilltl' S itll and ltllts ('oll riluted 0t tthe associtiotn by
the .. Ii]oy(iv' Of tile ill(.ll...iei for the sIole purpose of rnkilng slch
paueilt, Cll na tlitlm eiNh )olxeis,

(b) }RqlOA In t1i"FIat T.--f! E"l' lilt p[Ul'osfes of the Inter...] Revt-
nue Codi and the Rewvlie Acts of !92ka. 1 932. 4.t , 1936. and 19IN8,
(11ie IUllithiii.elts Iilitde to tit Interial Reveanl Cole allind those Acts
by sInse)tilon (a) of this sec ion haII be effective as if they were a
paLn of lbe Illternal Revenu (.de aid such revenue Acts onil tin

r ev dattes lf the ir el..iit...it.
(e) AmENFIMeNTS IxNAPPLICABI ro Emr'ls( ,'yEN 'IFAxlEs.,IheF

a (ilrl/l1nts inld by this leimn sha ll o1111 no ly to the elaplilvllielo
Ixes• inld pdby Suilbcihpters A ind C of Chapter 9 of the Internal
Retmer1e Clode, . or tibe col'litpoinlitig Ilrvmisiols of i plrior law.

SEC. 138. DENIAL OF CAPITAL LOSS CARRY-OVER TO SECTION 102
(COMPANIES.

That pait of section 102 (d) (1) (relating to detinition of secPtion
102 inei in(o111e) which pI'eas s u baagIaph (A) is aiimendtd to
read ns follom:

"(I ) S lTION 1(12 N FT IN I TME.--The term 'section 102 net
incollle llihls thle Bet illollle, cO.IIpoiue(d willloutt the benlefit of
the capitti loss5 i' ryove l provided in Tetion 117 (e) firml a
taxable vent' wbich hglns aftert l)e,..nber 31, 1940. iand con-
pued( wit[ollut the 1et oipelatirll loss deduItOll provided in see -

tirol 231 ()t inius tin stin of--;

SEC. 139. COMPENSATION FOR SERlVICES RENDERED FOR A PERIOD
OF THIRTY-SIX MONTHS OR MORE.

(a) Section 107 is ani1eIded to lead ,s follows:

43
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"SEC. 107. COMPENSATION FORl SERVIICES RENDEREDI) FOR A PERIOD
OF THIITY-SIX MONTHS OR MORE.

"(a) PnIAsc0N:L SF'4ERICI. If iM least SO p er eonhi nn, of the taill
oInlitj tsioml fIlr pi't;olI Pal IViS Covti a III of hirl v-six

c:llItidlIt li...lith or1 11m0l (hfon t bllebgi....ing to I e Oni.Ol.llpleLoll of
sIch services) is rceived m' a'IeiIod ill it, taxable year by al indi-
,ihual or a patIlersip. the tax alttiliut a,/ ti jny mt thereof which
is ileilded in tthe gross iTl(i(Je of lllV iniji idulI stalill not Iw grteater

than th, aggrtg'at, oNoe Il.x.s il.. ilAitI le tto Sdllh pari had it been
includeid iO tire gloss incolo oTf such individual ratably over that
pail of th, perio whi/' )l'!tds thie (late of sIcB reejt or arnal.

"(b) PATrNT, COPt'RIGIrI ETCI. For te purpos(s O1 this subsec'-
lim bo, tihe t' nartsti w k or itvsntiol, il, tte case of an individual,

l al i lS 1 ]itr'laly, lllnsi(til. of allisti c (o llls,. itioil (of sllelt idmividual
or iI .i..14!t ofr opvriglit coveriling n iltl(tio ll(if or a literary, inlsi-
cal. or l'tiii t Cwl(poslitoll o of such im.i.Iid hal,/] the work oin IIlih by
,such individual vcoed a iI of thirty-silx calenda r moithls or
iore frot tlie ltegi.illinlkg to lie 4hlle,] {(tion ol such colnpositioll or

invel.tiont. If. ill tit t .txa.le .e, Iie gitl ome ili ll f ally individual
fLio I a p Iti(I ll 'tistic wo'rk Or' inivenlioI by himn is not less thall
80 per eutl.1m oif the gross ililicel( in i. espt oif s.ulhi artisi ic work. or
iiiveiti. ll tit Iile taxable ar ill the grs'*sIt ilclOlie therofrom ill
],remiou5 t:lxable years ri l.... I wlvi flarlths imtmediately succeeding
ihe (lose cif te tixabhli> a,. tile Ilx atlribultablle to tile part of such
riloms ilrCitle. o.f ii, tail;,l veii winchll is nisr ifxable as a gain from

thle sale o i x.h.i.nge (if it citilill a se It held folr iol.e lBi n f ( 111. olths
shah Ilot he gml'tll{al Hithlt ll h ag(Y ht, if the taxes attiItkibtll to
Si'It ulrit had it been ,r(ideitt bl? over that part of the pc'iod
n'lqrdinig lthe elner of hie tixale l 'ear btt nilt imore thtan thrty-six

c alhIdri iitoliths.
i'(C ]F'ICA(1]( Nl IPARlT4 o1 O Mo NloIrt.-4or thl( )Ip)OseC of tills Ic-

ion a flactiolml ipat iof ilianthi scI s lI dlsregarcIed uinless it amounts
io i .o.re thin hal f a imointh it which case it shall be considered as a

(b) 1Thl anirllitl.li.t nmde b subsdection (a) shall be applicable to
taxable years bltihinig after I)Dl,qbl,' 31l. 1940. but with respect tP, a

ifxt thi, 'Nelrlibiia g after IDe, ¢.r... 31, 1940. and uot beginning
after Dihujber : 1]. 1941, the 1eiod specificd in such subsction shall
ie ixt lotl is li .ell I.f Ihiltv ix iiontlls, sl the j]ptnvl'! g
sipcifei, inl such Sulllset il sIithhall bel 75 per ('lit .i..I in i[ len If 80 Isr
C(ItI~t Lt

SEC, 140, CERTAIN FISCAL YEAR TAXPAYERS.

(a) COMU'TATIiON OF 'AX FolR YI] I: ENIDING IN 1942,--The I;ternal
IRevenile (Clde is in..ended b) illnstilillg allft section 107 dhit liollollr
Inew section:

"SEC. 108. TAXABLE YEARS BEGINNING IN 1941 ANI) ENDING AFTER
JUNE 30, 1942.

"(a) (EN,.xnR RUlF- I, a tis ' S if a taxulel yeiar begininig in
1941 atI trlinrg aifter mle 30. 1f912. til' lax ipll)Ose b)y sections 11,
12, lI, 14, and 15 shaill be-
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"1) Co ,aill ,oN,,s.--1n the cast of a rorporatioan al imount
equal to the slli of-

"(A) that iotion of a te..tative tax, computed \Nil .mut
riegid to ,ct lo, 141/ of the Revwnu. Act of 1942, which the
fnluber of days in stich taxablile year be fore July I1 1942. bears
to the total number of days in such taxable year, plus

"(11 thatt pot ion of tletative tlax, cmputeld ias if the
amemIl ent s 1ide by section 105 (a) anld tlie amendmie n ts
malde by sectrions 05 i) ,) (other than those relatiling to divi-
denids on the pr!feried sitok of public utilities) (e) (d). and
(e) (1) of the Rel tliue Act of 1942 were dappicae to such
taxablI'e year whiiitl lie oiri. ibee if lays in snchi taxable year
a fei lJuiue 30. 1042. on ies to the total number of diys in such
taxable yea,.

11(2) IAXFAYERS 0olin: TIiYN (:011ORIATIONS.-Il tir Ctset of ait
taxpayer othelr thalia corlporatOlin. all a(ount equal to the sulim
of-

"(A) tiat portion of a tentative tax. compruted withoiut
regard t. section 140 of the Re venue Act of 1942, which the
nuiilber of days in swilh taxable year before Jily 1, 942, bears
to the total number iof days in schi taxahlie year, plus

"(Ill that poirtioll of i tati'e tax, computed as if the
amen denents lIoadIe by sectionls 102 and 103 of the Revenue
Act .f 1942 we appliiicable to such taxable year, lwhicih the
ni inber of davs in stlwh taxable yea r after ltine 30, 192,
be ars to the total nin .bc r of lays' in sullch taxable year.

"(b) SPaTAL ClASSE:s >r TAIXIAYYas.--llis section shall not apply
to an insulrance (c(ol palay subject to Supplement G, all investmentl
cornpanii subject to Sl ,plo n .. t Q, or a Western Ieminsi perr Tirade
Corplorit .i il as deined ii sectillon 109."

(b) TAXABl.; YEARs n Wlnicen AMENDIMINT A IPI-(1AAI.t.-TIe
amendment milde by titis section shlall i le applicnble to taxable years
beginning in 1941 and endiini a ter.Jm ; io30, 1!142.

SEC. 141. WESTERN HEMISPHERE TRADE CORPOIRATIONS.

The Internal ReenLie (Code is amnrended by inserting after section
108 the following new sqction:

"SEC. 109. WESTERN HEMISPHERE TRAI)E CORPORATIONS.

"For the purposes of thii eha Mlter the ternl 'western hemnisphere
tra e corp)olration' Iclsen a dotle-tie corporation all of whose busilss
is done in any coulnit or cotnatries in North. Central, or South
America, or in the lin est Indies, or in Newfoundland and which
satisfies the fol iwing condiLtionls:

"(a) If 95 per c(n tlrn or iln re of the gross ineome of such domstic
corporation for the tiree-year period immediately prfeceding the
close of tihe taxable year (or for such part tif sueh period (ilriing
which the corporaftiioi was in existence) was deivedI fromnt sources
other than hsoureso waithii inle Uni ted St atles; and

lb) If 90 lpr cent.ian.i ... .ore of its gross ineoeli for such leriodl
o1 it ch part thcreoi was drivei fronm lhe actrive coin iuct of a trade
or bsirness."
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SEC. 142. NONRE(OGNITION OF LOSS AND DETERMINATION OF BASIS
IN CASE OF CIERTAIN RAILROAD REORGANIZATIONS.

(a ) No IN kiFS IGNTII LUN OF LosS IN t AI LIIIIAD REoSRANI ZATIO NSI-SOe!-
tion I12 (b) (ilaJircg to thlit reogntionh of gail or Ilss upon thi
sall, Or exlhang of 11reperty) i's ... £deld by iiser"in at, athe enld
th.re. .f Ihe foilhmmig l,' pxairagraph:

"(9) ~io~S 14t ]ll[~QNIZKit I N C![WT^rIX RAflIIOAID RWOUGANIZ

TIONS.-No los hl II he vrog,,izd if ),oj1Lrt.y of railfolcd
corp.'.i,, ,as If d in sectil 77m of thie National Bank

rpuIr, Acl. as aimrld,!. is tralft'remi. after 1)ecelnber 31, 1939,
ill ui ...In>lel of all Orde of the (nrt I vinlg l ulrisdiction of such
cor)or 't i iii

"lA) itn a ,l,(,l...'hip )Iro(eedilg. or
"(B) in prt.elding ..oter section 77 of lhe NtiO.lt

bltikiup tcy Act. as irtle i..]d.
to a railroad lr)Inatio, as defiedl idi i ection 77111 of the
Nitirulmd Banlkruptcy Aft, as nijejided. Oigaitiz!d 0' IIO of
to efl,(wltt e a pa of reIgoirgaization appllroved by the court in
SuchI liloceidi"g. Tl] tftnit 'r.eorgaiization', as ilsed ill thi
p)ragr jL.I. shaill nrot b, Iinlited iby tie definition of slluch toiI io
subsect .. n (g),

(hb I fl.i or PS':INrI LrV A (QuItw) ity (CmErraN 1RAI[LItOAD (CoRro^
TINs. S.iw(i 113 (a) (telinihgt to tihe basis of the property) is
amnended lby insertirg at tihe e id .i the,f the following new
paragraph;

;"(~20) PI 'tPRlTY A(Xs'RF> B1 1Y RAILRO ' ('ORPlRArION.--If the
[roIpety if a riail'd corpuat. io, ;i, ifinid in section 77m of
the National 1Blrkruptcy Act. ais aim(....etl, wits Icquired after
I)ecllo.ber 31, 1939. in pul's ..... (.e ,f an oirder of the COurt hay
ing juislicSion Of such 'll' ... I..itiont -

"(A) ill a receiversIlhip plroceedin, or
"(B) iii a pr,,eediig iude' stclion 77 of the National

Blankruptcy Act, iaso and d,
ania tll Icqlll rinig fiporlttiort is i railroad corporation, as
defined ill setion 7711 Of tI(e Naional Bankruptcy Act, as
11rItnlle¢. orIglllizcI or Ilfilro' Uise( of to effe('tuatt a plai or
reorganiizatim apjl)r.vt..I by the court in suah prodelintg, Iti
basis shall be th, salme ius it would be in the handi of the rail-
road corpiorl'ation wh,,ose 1wptIerty was so acquired. Tihe erll
'reorganiizat ,oi. is, sd inl this paragraph, shall not be fiI.iu~d
hy the definition if such terln ill s.ction 112 (g)."

(P 13ASTS OF IjROp¥raT Ac4TurREO PURSUANT x TI RAIlROAD RINIRANI

ZAnTION UITNIDEt SECIloxION f778 o(F IrE NvAIONAL, BAN Hli[T'Cy Acir, AS
AMEXDwED. Selcti I11f3 (a) (,ehitingr to the basis of t ilr propetrty)
is ailen.ded by inetig aIlt tiC end thuereof the following new
paragraph:

"(21) lPROiERTY ACQUIRETD IF STREII,[ STUBI URBAN, o INTrEltURIA N
ELECIIC FR IAILWAY Cf RPORATION.--If i}e pro )erty of any street,
suburbanu, or iiteirurban electric railway coIrporation engaged asI
i onllllon carrier in the itransp .. rtation of )persons or propertyv
ii inlter.stal, ¢eouljcere wzIs qnire( ajir d fter DeCemlber 31. 1934,
in piutsu ance of an order of the icourt havring jurisdiction of such
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coi po rattion in a proceeding tunder sectioin 7713 of the Nat io a
1TtlHup'tcv Act, as almtwledf i..ia thie Iqolirflag eoipl .a(i..it is a
street. ubtlball, of interiIaln eCto(ii railvay tingagedl as a
COllllO I earlier in the tagisporitaui. i of persons or property in
ilntiestafte tomlmwinrce, L'iaiiZei o]r tlPld a iof to effectuate at
pbil of I, ogtitiizatio aiplj'Ov'ed b? mowl in such pnw),,eding,
then. notwitlsta ... itg tlI ,...vl. ~il, of section 270 of (lhapterl
X of tile Nat .inal a alitakruptcv Act.; as ame ndled. the hasis, for
anV taxable yearl beginiing aftler l)'enlr 3t, I1t), shalkl be
tiln samlle as it wouldl be in thlie hands of ItIe IorpolIatloln whoI.
1 )r4petY 'as S¢) tiquii'ed. 'Iie F,,il 'rlt~ganizat(i'n as tsel
In tits paraglraph. hall I..tit b<e li]hnitcI lv thl ieliition of such
term in sct ion 112 (g)."

(II) TAXABALF Yr;1xs TorI I I i[( II ApiCTl E, ay.--'I'I It..i..adlnihts m..de
by tlis section shall be applicable t tamabhl, vears begi i.ing after
I ),ce.lli.er 31, 1939.

SEC. 143, BASIS OF GIFTS.

it) (Giris AI[FER IDIE EMBER 31. l1920.--Th, lirst senteie olf section
113 (il (2) is amlelne to ied as follws: "If tie proeritv was
acqlaired by gift ifter O tceir 31, 1920. {ip basis slt lia /t;he same
as it4 C ' would be L i lltle hands of the looI or tihe last IIrec .. ling wainer
by whom1i it was nIt acuqired by gift. excepl that if sich Imsis
(aIdjustedi lfo I Ilishiel prior to ie daile of thile gilt as provided
ill s IbSPti i,, [I ) iS gsetattr han tilf , ,li t. miitr ke t vIIilit of thi, tp -
erty at lie tille of tile gift, thoe ftr the purl)pose of deterninitg
loss ihe basis dhall be suchii fair ikit value"'

(b) 'IRNSF;s:s N T l s A nr t I),:mEiEmt 31, 1920.--Sectiin I13
(a) (3) is amended to rea hl r, folos:

"l(3 ',AxS..R. It rI'Ri uT U] FMIWI? 81, 1, 20-If the
lrlpe'ty " :ls (qIl red afle, I)einr 192 ]0. by ' tranlsfilt ill

trus (otheit than by a tut q ll, if' lruvl by a gift hbltest, o'
devis) the tis hll lae .. I as it would be in tie hanls
of tilt gialo'(". i 11uresel if ill aeioulluln(lt of gail or decreased in
Ihe mieount of ]oqs gel~ogmiiZe[ o tile gtuital... npoil S.i. t I .. s. .
nhllr the itv itw alicalilab til e vtar V i whirlch the transfier was

SEC. 144. BASIS OF IPIOPERTY IN CASE OF OPTIONAL VALUE FOR
ESTATE TAX PURPOBSES.

(a) BAi t ls 'I mPrr'¥.--Serl in I 1:3 (a) (5) (relating to basis of
lt O tl'IV rlan'aiitteti t death is }t1i.....l by aidding at tile ella

lthelreof tlhe filowiig Ai(, setence : "it, flwI (ase of al election tiadec
by tile Ixeuitor undler ,(!i<,n S11 (j), 1he lim.e of acquisition of tle
pp,,rty 'Lhall. for tile imupism of this paragraiph, L, thie applicable
vriinttion date of the pr.pertyv }pret-ibed by such section in dteir
Iluuluilg ih e Nalief file gi'oss Piute."

i) I'ItOEi'cY llt FT1It, A .I.N>MENI ArPI{ A ,Elr. The amediiil -
illiit niooe by tils sectioin shall he Appl(ica-ble iinv ,ith es Aspt to
pmp,'irty !nelidible inl il. gioss csatet of A de( td:lI dying afier the
(date of t ile I t .... lit of t iti Act.
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SEC. 5. 1PER(IENTAGE DEPI'IETION FOIR (COAl FLIOIRSPAI, BALL
AND SAGGER C LAY, ROC(K ASPHAL.T, AND METAL MINES
AND SI'PI'HUR.

(it) PJII(/EN";AIE I)l,.lrlv:TiOx.-Sd ion 114 (b) (4) is annteled to
endas fI ollows:

"(4) PlAENTI' E DEP101 IAO FOR£O FI(A. K ISI PAl. BALl. ANDI)
SAGoll]t 13LAY, IW(4 AplAIA.'J .ND I, MFrAL 5MINES l\N) SULPIHUR.--

,Ihe alloxaiheI dep (ljIltil,m unldetriln 0o 23f (in) shall be, in
the OnlS of coal miinesr, o II' tenril... inllie th ase .. f I.. etiti il)nns.
tliospr, II ball .i.. sagg'1 c ay N ock asphalt muine% 15 per
(fqlttll"l! ,11, in li( (tts*( of ,ldphl..i Imn..s to dojosits, 23 pIr
(,eiulttlu of the loNss ilI.l.orfl( flloi tihii lOl)eljty (tlluing (hIe tax
able yeal, exthlitig fIom .... gross .. icown, ian ant.O..,t, equal to
mli1V teiits or ]oyailties paid or il.I.imlid by (, tlx a tler ill Prespect

of the prl1petlV. Smli al]o- irue shII. .o. L'X('tI 50 pei' CrotnL,,
(f the net im1CImI of tih Iaxpyer (ioi...nltted without alhlwance
fior (1le .io.n.) fini te i 1 tlorpet;'. 'xtcepit that in lO lCipse shall
thile lepllion alloant li undlr stilon 23 (ili) be less than it
would e if et..m..iuted lhbout ,efermie to thIs paragra ph.'

(b) I)[SC(OVE iY I)D:ILElNuixB Nor AP'it Arill: ,o Flt;tiSPAt, IBu. A N'
SAIoo;R CILAr ( Hloc Il ASljAT Mxsvl..-Stltion 114 (b) (2) is
I.ll..llded by strikling t tl. ... t al. O ,, or sulphur Illies" !ill I ( iuieting
I lie th .f. d ut, o, lf..I.o.spat, ball and sagget clay, rock
tspl'hlt. or sitlphu riie '.

SEC. 146. EFFECT ON EARNINGS AND PROFITS OF WASH SALE
LOSSES.

(a) WAsii Sidl. Lossms Ntr RltINLZYL>. Milin 1d5 (1) (relating
to t;!flt'ilg irmA profits (r, ofi 1 >opatii...s) is anmended by inseting after
the hiri sentmice tt'eim*f the followiimg .. w .st1l.cŽ,nc : "'For the puil
loses of this subSet (II, a loss With res 1Wd to wihll I dIditioin is
hisalIlowed iiIer se. cItiori 118. ,in a (orml'P)oi( eilIg loVisio[i of a p1ior

illnonte-tax law, shall not1 Il deeme. d to be l,(rinlize(l"
(b) F:'rcnI' 1: ) E A lhiME NI. Hii 'lmhin(hnnent .iiadle by this

section shall be fre tire as if it r n':mde III y sectioni 501 of thie .e.o..
Rvventii Act of 194-0.

SEC. 147. DISTRIBIUTIONS IN LI(QUIDATION.

Sctiom 115' (c) tii aimtdedl , to midl as follows:
"((!) ])]sIFllUIUIt}N\ IN L[{) ID)AIIIN. Ain.u.lint' distributed ill rit-

ilete ihquhItld io of a ('lpoat',on shll be tl'atel as ini fill payin(nt
cII lXa lI lg... fo, Ier 1to{h, alnl. motsi itullt{d Ill partial liquilal-

Liou If 1 ollpo';ii io shall be te't:te i:s in put I: full paynment. in
ex.']ua..ge lfoll the stock. Noe gain or loss to the d]itributte reSulting
fI.Oi 51(1h exclIhhg, shill b' 1ernmined It..IIP' section IlL but shall
be neogiiizd .l otk to tih extent )jlovidd in sXclioni 11, iii the

(:115 of aontt s jistlr ibltid[I ( }llether fitfure Janluary 1, 1939, or oil
or after such Iat) inI partial liqulidniio.. (othil than II distriltilt tI
which the r'ovmisons 4,) suibseli (It) of this section lie apiplicable)
Ilie part of su.h distributionit vi, h is prIopriY chargeable to capital
[I(POlIhII si]l] ii(i he i.OllSiiI,{id iniqtibultioit of e!mringS Of profits.
If any distril utio, in paltial tiquidaIio, or ini complete liquidation
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( in...d ha g . ny one of i Mris /if I ti iI)Ilt 01...s ilnade by the cotp oat ion
in,.. 1onlt0t aI....IMaelllU ionr PMrcdIoOJltiahl of al il, slo(k) is made ivy a

foreign ('o1)oli'tiOll whitli Wilth rest....}t to N I)' ,'I Yteal' begililmimhg
on1 or bifoe. andii enliiig after, August '2, 1937 was a rir['].ign )ersonal

hll~ihl · l(n any 1,1(d with I'es I(!t to whih (:U) ii Uited States agroup (as
setfimd ill 4ni 3i, 1 (a) (2)) existed a fitr August 26, 1937 amld ofre

Ja nuarV 1. I93s, thell, despite the fortqgoing Jro isiois of this sihsr'-
non, thie gailn reogiizeld esulting friui 'sch distribnition shall be
coisidered as ain gllr1o111 i(the sale or xcanioge of a caplital asslt ipid
for not Ioile thai (i ill.ithi,.

SEC. 148. INCOME1 FROM SOURCES WITHOUT UNITED) STATES IN CER-
TAIN CASES.

(i) EXCTISION O(IF E]ARNFI, Ix(OM F FtRO* IFw On FiGN SoIin l,.qSvC
tion l1(i (a) (relating to earned in c Lie fr. Soulrets witihou tile
[nited States) is ame.lil to road is follows:

" (l) EAIN ED INCOME 1F11 )I SOi Z :is ig" n IWIT l i [L E[ IN I'iD

;( I) }t ItRE1N tie[I, ON1I:N F()11 E]N'l1Ii iF ,'Ax Au! F ¶}]Al t-- 1i th()cs (
of Ial individual citizen of th, United States, who establishes to
the saitisfactioni of ilt, C',nllnissiolnel that l.i is ia I..ll. fide resident

f at foreign c1...1 tr¢ ()uln ti' durinig tie e ire taxable year,
an'Lqlatt received firom, sllulr( w~ithout tile United States (exCept
an..on...ts Iadi by lhe United Staters or :my ageny thereof) if such
dllOullli wOIII t (ilS .. tiltutp at1ed in0lCn( a.( (file(d ini sItcionl
2:5 (a) if r,,eived fiornm s;OII's within the U tied States but
smuh ihdividual, shall jot be allowed as a dedctliot from hils

['~ss imcomle ally deili.ctiois p)l41erly allotable to or chargealble
again:t tjllouts !x(htitd flolll gitms il('i)lllC illdQI this
.. Ibst!teoioit.

;(2) A1'AxIXII I*EAnOF (TI N(: OFF HIIII':NI E 'F IxI UNI lE] SlAICKS--
II the csue of all indivihlml citiznl of the UniitedI St'ts, in. is

been a tsout tidy residet ,f a f(oneignt CwtinIt'y or oijitlins for
a perio'd if at least two vearv before the tiati oj whiel , .. .pIt gS
hiis islidenee froIm lSt'11 IcouN1ry to ie Unithied Slates, llk4llIItl
received fronn goltries wit]..t the Unitd States (exceLt ..l...unlS
paid ly he ilnited St/dos .... .L:ly iaglcy lit.'..of)., which are
dtl r ilutable' to tihant pautl t1 su- 1( ipuio(d of foreign r esl(
Ibef..i Slt lhi dlate. if sih ; I ts uld Iilit i elld i .t.If.lit
as detined in Sectionll 25 (a) if l',,ivJd froIm oues within Ihe
Initvii Sti es: but slill i.ndlvdual ll Iiil ot bi alloued as a
deduction finn ]his , ~ in .. ,i(ii anyv (]1(1utiOns IIrOII·Iy
allocable to or chargeatlt t aj1111ts{ ;1mountS exhldded fronl gross
Hll...h... uuimidu" thins sujhyeifjiilj

(ii) TA ~A IF YEARS INql IVI ]II AM E[N 1)1]NI APPLIl(AIlEl-TIth
3lhW0huPllthl(l i..id(I0 b? suet'ieni (a) shall ) it appl]iable wilht isl
itaxabl, vIars b1gEli.g im tflt Dini .. er 31, 1!12, and S. i.l.U iof

the 0n014lt11i~wnt.... ;1, b· ijlr ' ti.n (ai ist inserts ' tlrgrai)b (2) it,
si~:tlton II (a) shll also le applicable to taxable years legIimintg
i 19422

75:1:1 41Ž
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SEC. 149. RECIPROCAL EXEMPTION OF COMPENSATION OF EMPLOY-
EES OF THE COMMONWEALTH OF THE PHILIPPINES.

(a) Secti.. 116 (hI) (Mrelatilg to reci procal exemption of oflicial
CrIil~l!nsati(.I. ) is a'lllelld( to rend as follows,

-(h) ( nOM'FNIA1, 0 'ION 'IF EM PI Py RES OF FOIFL ON Go( VENM ENTr IlU OF
THE CO(MMONxWEALTH O]s' Till} PJJILIPI Ns,--

"(1) Rnuxr v.. FO isL IcI. Wages, fees. or salary of all er
ployee of f fItelgil g[vermlll eit or odf thP (nninoiirelith of tihe
Ph iippi .es (i ... Iig a nolullar or other officer, or it lodiplo-
mtnote Li 'prvsetat iv.) ci vreie 'ls cian 1ptpsat ion for otfticial rw"ices
to sm'l goverli1...... in sluh (ol~llotlewalth-

"(A) If such employee is n.t a eititzen of the United
States, or is a citzen of i the (Cln.l..n wealth of tile Philip-
pilnes (whaether or . i.t I citizen of the [ litti Staefsl dI ..

"(il) If the rviCles il' of a cla ractPr si iiir ii to tthose per-
foilied by eimplloyees of Ile (ivrlilltl.llt if the Uinited States
ihi foreign viiuilltes oir il lile Coinnmowealth of the iPhilip-
pJaes, as th,' case nla¥ b': }Hid(

"l C) If t1. iforelgl gom(Ilimeltllt. Or the Cominonweailth of
the I'hiilipllies.. wlhose eimiployee is rinting exneptio n grants
lln tqepivale t exenhpitnl to ,llemp)Ioyve (if tile Governmnent Of
lile I llted Stlits performini g Stn1111ar Services in such foreign
(ntllyl V I 1' sich , (lniwealtfth,. ias thle cs& mllay be.

'('2) (EnCr ilTFCAI IIY SI:(:I(IEIAY OF TAxiE.-Tlhi Secretary of
Stair alihl ceri iffy t, t S.'...ti ; ll V (of the TIrc'lsrv tile aillies of
the focligl lot.i.it Idliit ,ai fl nllll '..lliiValelnt exempltioll to the
eI[IplovYs t)if (mOvlrqntll 4l I'I, United S4tales pSa erforming
sl'ViesC inllch fuh rieign ,olllries a1(1 the clria(lter o(f the sirl-
ices pi)forIlltI empIV hyees o¥( f tilt* (ivt.:r..ll/ealt Of the lilited
Stlate il foe' gn (oluni ies. If ti ('oflnonwwalth of tile Pli]h -
pillts gralits ait qivalht xenlmpttion to the employees of te
United Snatns ])erfonliiig sevicts ill qllh (Com.ll.l.)1eiwlht the
Secletary of State shtll ertitr su.Ih faci lo the Secretary of the

of tile (vx .. lliillv.nt (if Ilth [lited Staltes ill (,onb COIDDonWeath",
bi) rhe IiIeiIde I ,I tadl Ie [) Ibis setli I,, shall be appliemile only

to taWNlle \ e'l'] [Igiiinurl a fner Iaenmlber 3I, 1939,

SEC. 150. CAPITAL GAINS AND LOSSES.

a) [Wn N [1IN'S.--
(1) IOI i INi pEit iID. SHORiTW- As) I NtIA- liRIM GAINS ANDI) LSSsF.--

Seotion 117 ti) is aith...iid Iy strikiking It "18 .l.lOliths' whereve
Oceulillif tllilt ;ili insrtiti in liei thereof ;6 mollthsI

12) Nrr .. FT&M {AIAU-SI 'tilil 117 (a) (6) is inmenidled to
'eltd 'as fidlclw,:

;'(6) Nil' slT Tr-li;l (ACI'iTAL IDAIN. 'Ph't tetI ll 'net short-termn
capital gain' )DmlIs the (X(le" Oif hol't tiit eapital gaims for the

laxllble ?VII' oter he short telrill capital h}8esq fohr such yeah'.
(b) DIr x IlIONS OF "N }r ( AVITAL (A IN!' A ND "NrET ('!l'AL IA)S"-

Section 117 (,i) is ari,.ell by inserting at the end thereof the follow-
ing Inew ptll'tepl'hh)hs:

(Il)) Nel CAPITATL (AIN.-
(A) (!,itlipo;il)l. Ti Ill (:se of a orp)orltiolo the

te*rll '11o{ 'apita] g.i.. ... l.a tile eess of tile gains fromn

5( D`un L~w753.]
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sales or exelihriges of Capito assets Ovre tie losses foni such
sale- Oi ex(hanges; ald

(II) itler lax`1ptvies.-In le ease of a tiaxpyer l i,,
tla.. .. .. (..... : ttirt li. the 1t-elni u11t Cal)itaI gaill' iielins t(l,
excess of (1 I he :*... ilf the gaiitS floal or exel}llgels
of apita] alissls. Ihpus net ill(ittIM of th taxi yerl) or $1.o0o.
whicl]vet' is .-,jllex-i{-er (ii) tite losses frtni silih salls or0
exchu ig s. Fori I 'f 'se ofi this sillhpa l'tiii h1et illeOn
shill] e lt! 1ith~illlIt rI;(d 1} gaills 01 losses it....l
sales or pex*hl}ni.gs o, ('[tll assets.

"(I1) Nr CAPlTAL Lss.-l'etI tt111 ,t capital loss' etis le
excess of tye tosses fioiit w ;, '- i)1. e..h li ts f ti)pitl asstlts I'ver
t i l 811111 dll O ..ed .iie l letr ti ..l. i d). or tit iltitest if d(tti
milinrg uso idii this paragraph, 1]tllltS which Ire shot -
ter'I ca.>itnl losses tnde ' s ,ll se[Oioli (e) (1 slhall he exchded'."

(e) RULME ON TAX IIILITY, LIMITATI[ON ONr
x Lossi. AND (CARRY OVER.-

Sectin 117 (hl) (o). (Il ,and (e) are anl]e(llde( to 1read as folihws:
"(1b) PI1'VI!ENTAGE: ]'AKvi Itxrl AC, UTNT.-Ill thle lease of a thix

paletl. other hlail it ecololartioii o]i] tile folloing lpecnage s (iof
tie gailn or loss reegntized uipoll tile s;ilI or IxCill.i.I, of' a capital ,sset
shall lIe tlikerl ite, a(L(COI.it ill ,Oilj)ultiig riet ,rpit:dI gain . net capital
loss, anlid net ilcomne

"1() per -elt 'jun if tille lcaplital sslt hisi been held for not .. ole e
than 6 monaths:

"50 per centaln if th, capital Ia*set has been held for niore thaiit
6i iionlths.

~;(e*) A rI.sA[ IVz T'AXI.-
"(1) (l)CmroRlTNS., If for aniV taxI1,b1 year the net long-termn

ca)ital giin of aie *oipialhi exceedLs the Iet shrirt-te-rmi capital
lofs, therl shll be levied. collected. anid paid, in lieu of flt tax
iIposed by sections 13, 14. 1i5, 204. 207 (a) (1) or (3), and 500,

a tax leterirmiied as ['Ilows, if inld i1n. if such tax is less thtan
the tax inposed by SIIu scchiiis:

'A I)altial tax ' shal flrt be (Oll)ld t il)Oil thel net ilolt,.ii
reduled by the aileoilit of sllt:l ex(ees, it tile rates aln ill tie

lfnllHIF as if this subsction hiill iot lent, riatitd, and the total
tax shall be tie par-tial tax ,hus 25 pe-r (cntti of su11ih (X(css.

"(S2) 03,HE TAX PAEyll.--If fIrI Iay tLaxIahIP YeVa the nlet long-
tercnl aitl gain of il y O t a xI ti)x (other tliapii a co'pora..tio
exceeds the netl sihoit-t.ernl c:aital i(15. there shall bie hlvied, (c'l-
lected. and paid. inl ien of (he tax ilmn)sejd by sctions 11 rid 12,
a tax dltie ninLr i I as filIows. If aII llv if sr oh tax is less tha,
the tax ilnpo 'ed hv Si1..] sectiolls:

'A partal tax shall first bI eoin.llI .. tel iptOll tile itt icollie
reduced b)Y the alIIliiilt (IOf sll( xces at the a. ltes llll iit th (e man-
nel aIts if this ni'hse't #4 Ihad liot helb i tellilted, aldll thi total tlax
shall be Nle partial tax pills 0 per cenltliul of sllu(I lO(e ss.

"(d) Ln v ti Tiox ( o ('ITlr,., ILss:s.-
"(I) (oR I'. All.os..--I[I t c iase Of aeI cI(PorlltiOnl, losses from

sales or exchanges of capital assets hilli be allowed only to the
extent of gainis from slich sales or exchalll S.

4(2) OTInE TAXPAEnS. In ll CiSe i teax aver, other thwa
a corploration, losses flonl siles o ixhiiilliges of capital assets
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shall he allowed onlyi to the extent of the gains fr.n. si..h sales
or eŽXeb1 .g.. plu tie net illCll ie f tile taxpayer of $1.000,
whicliheer is s maller. For purposes of this paragraph, net
inll(inoe shall be COllputed witbotit regard to gains or losss f .r.n
sales mi exedialnges of capital assets.

"(e) CAPITIL m sls CARRY-OvR:.-
1l) rrMETHo OF :O,'MPt iAT/iN. if foiH all taxn ble year begi

nilng after I)eceniter 31. 1941. leh taxplayer is a Ret 'apital loss.
tie anmlloiut theenf hiall oe a short t!rot capiltii loss in eachb of
the live( liiteedlig taxallli vltS to tile extenIt that siecb annllnt
exceeds the ttl1i fit aory net aes)itsl gil ins of niy taxable wars
miternllinlg bet( ten tile t;axable year in which the net capital loss
11a Sarld suichi suiuccedl gia txable year. For purposes of this
p"'ragraph a inet capilital gain shall be Conputed witiout regard to
such net capital ilss 0r to ;lny net (al,ial l isses arising il any 8iith
intervening taxable yen ias.

*(2) urE F&R AIPPLI(AI N AOF (A ' Lss CAPT 111y88 piVpR FROMe
I9 1 .-- al]1 NIll lllot , f ti!e n t1 i i * ort> tI'ttn coa ita loss of thile list

taxable iveir begihin kg ii 1911 (comrpnuted without regarid to
aliimiuits treated as sholt-trlrl capitil losses from thl! preceding
taxable yea ,' i ic is not i( excess of the nit ilCOlne fo0 l (su
taxable ;ear'. shall, to ill, extent of the net short-termn capital gain
for the siuccee dini g ixabhle vyear (comp iuted without regard to thii
pa riagrtIih/ be a .hOlt-tleii Caapital loss of suc1h succeeding tix-
iliet' year.

(d) BoND, Eci.. LosSys OP BANq.--SectiOII 117 is aimended by
ilserting it the end i lrrof te li follow 1I rng 4ew I Lbselion :

"(i) INo.x, Err.., Lossrs or 13BxKs.--Ftir ilie pirposes of this chap
ter, in tile ae;, of ih bank. as defiied( in section 104. if the Iloss,s of
tile taxable year f..rom sales or exchlnges of Ibonds, debintures, notes,
or certificates, oi other e ideic, of ildebtedness issued by any cor-
pIoratlio (inlrd iig One issed by a govern I.n.. it or politihcal subdivi-
SiII thbelr.iof) witll inteest elliolins or in registeredl form, exceed the
gilln of thile tn xable year from suellh salePs or1 ex ian ls, n such siale
or exchange shall be toiinsdered a asale o exCllhaig otf a alpitl asset.'

i4) Nrr (.OrP:RATIN l L Dis l) it TN, -SeCt'oi 122 (d) (4) is
tinenlecl (o re.d*I is foll os

"(4) G i is an i 1 [)sse(s fr .ii sales or exchanges of capital assets
shall be takme inito , m il....ut ithovt tegaid to the provis,ims of
section 117 (b). As so onuted tile iliOllunt (deductItile oni
:aecl mt of suh losses 1a, iit4l exceed the an.oi.itn ineludaible on
n(eothl[ itf sutic gains.'

(f) CA.I[irl'A, Gl.INs Ant) I.os1, : >F (IF ( MoaN RIoN TRTl Fuls.-
(1) INCIME 4F CAR1] IrAN r IN FUNII.-

(A) Setion 169 (Ce) (1) (A) is arenled to read as
follows:

'A) As partof its gainsn los es ifrn, l sales or exchanges
of cal'itnal assets eIl fir not Ill. thnlll t ii .ui.l.ths. its pro-
portionate s}hare of tile gains and losses iof tile colil.llln trust
fornd ol'rn1 1 slevs or oxeniges of capital as,~ts held for not
iorlo[e tha/n iinollths."

(IB) Sec tion 169 (e) (I) (It) is ameended to read as
follows:



"(B) As part if it, gails and losses itr. sales or
exchlanges ol o aIipfid :s~,,s ]lId for more t1hali 6 months, its
propo)r'ioilme IhIr of tilhe giii andi( osses of the (4Ioilri/el
tl'tl fllid fuill sales or ex(clihgsl", of capital assets held for
rllmle ihan( iln l nih lis.'

(2) (CoMIlUrTAON IkF 'IIMMIN [TsI r IFt D INIt1,1E. Section
i69 d) (1) and (2) are aIl.ended to Irad as follows

"(ci) tO!s [*ITA'1IuN (I (OTT'*ON 'littsT FrNI) Ip IM F.-Ilhe IIet
1n1oi1e ... f tho e Cmon .l.. i tl;st flld aiall i]w (Olllnipited ill tile galle
Inalllll and iln tie sa.In.t bais :is ill the case of ant individual, except
that-

"(1) There ihaIl be sgregld tihe gainis and losses from sales
or ,(llleIges If capital p itset:

"(2) Aftei excluding i, 11 it(iis (if gai llld loss fromn sales or
exchanges of capital assets, there shall ] ci pllimted-

(A) An ordin,r nelt ill,,oll wihich shall cotisist of the
ccess o(f tilhe gross itconl a (elr ddlillitions; or
"(II) An 'odiiilv neth loss wliih sthlI] conlsist uf the excess

o(If the diedllctimlls over the gross itlCOlle .i
(g) (C APITar(LA G NS ANiD LSI1 IF r PARTN.IS.--

(I) TAX oF PrurNFrls.-
(A) Section 1:8 (a) is amendled to iadc as follows:

)) A t of his gailis / ...i. losss floul sales or exI..hai.ges of
cap rtal assets held for not. treI.. th lt, BI itnodihs, his distribnitive share
of tle gain lid, loSSes of tile iartrimlI, p ffini siIllcs or exchlnlg"s of
capilal assets lild for ,,ot ... re (, I, lhTe B6 k ,iths.'

(IB) Setin l 12 (l) is ailended to read as flows:r
'(lb) A parlt of his gains a,, li es fr...In sles otr exchanges of

capital assets held for more thau 6 n.i...is, hi is distribultive share of
tih gains a I os;es of the pa tnershi f lrm Sid!es O1 exchanlges of
capital assets hleld fI or e I), than ( months.

(2) ( OpIrrkTrn OIF PAItlINRTIIp Tl[ [(Om;.--

(A) Section 183 (b) (1) aid (2) re amelnded to read as
f llows:

"lb) SoIF:r..^T[ON Or ITEr1s.-
(1) (CA]]AL, ] ALNI I NAN]:ES,-' I ho]eo sink be Segre9lcthld tle

gains I lolss(es fO... sal hs or exchanges of c(pital i"s,'.
"(2) ()OItNAMtY NWI NO1 il l~S,-Atrpxl1hl l

itii.. of gail lnt lt>s frlont sales or exchanges of capital issets,
thicI dhall bhe I pti..t,d-

V(A) An urdinaryv ,et incole w.. i.lh shrill consist of the
excels If the gross m.l...lleIl... ¢ i lb( dtclciiions: or

"(B) An otiiiiarv neI loss witi shall consist of tlhe
EXCepts of hOl idt~l ns.tli) Over I lge t['oss h w.

(lb) C Ari'I, Lossis oF FliloqiN IPIERSONAL, [1OLtN:O (]oIpANTIES.-
8tctil I336 (I ) is al t.t..led to r.,ad as follows:

"(c) 1911 (AIIrxAl, I ,.ss TCA^Im¥()vr I)F" D u I.-The net i ncome
shall Ih coe... puted withouI regard to seetion 117 (e) (2).'

(i) CAPIIAL Liissl~;s oI IhIITSOXNA], HotjDN,; (MIP^N[E,. S,,ti o
5115 (d) is anltndde to, lad Is follows:

I() 1941 CA ,Y 1A > (R ARnY (OVER DENX T..-The net in(o0e
shall he comnpuled witlout regard (I s....tiIn, . 17 (e) (2).'

(j) CRoSS l;lrimr . See jon 12 (e ) is an .enlided to read as
follows:

53[Pu[ LaW, 7f l
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"c) TAX II CASI;: oY ('AriAI. (, GTINS iR IIssr--FAlor rate and
i:1llputation of iterll tax in lieu of .. l..l taI x lintl gllitax ill
the ease of a capital geain .r loss fomlll the Sale or exli.. ge (if capital
assets held for IlOre thlan/ (i moinths. I see tll" I It ),"

SEC. 151. REAL PROPERTY; INVOLUNTAIRY CONVERSIONS; ETC.

(a) Ra.AL t lormu N r Ir kEE> A.S CAP IVrAl, AssET.-Sect on 117
(a) (1) (relating to the hfinliti..n Of "capital assets") is anenlded
be inselting ildlle..il. fl] v lhbeforeI ti seeiiii.din alt liltid "dthereof a

effll¥a ;ntl the folflloeiiF g "o1 real l'o)etty tIlsetli ill thile trade or
billowsS of the /axpaylF.

lb) (AINNS ,AND DIUsisE F'liom INVI iANITAH1 COIY AIIsIONA AND FI}oM
rt ir SAIE ilt Lx' (HA XOE1 ( CIi AIN PIlROPIIItfl USEID IN THE TRADE

(4 Bus~:s*.-Secti, T117 (1relatig to capital gains d lo*s) is
aiemhedd by inerting l it Oh end hreoof tihe oliowinig ew soub

;(j) (AINS AND I) SSEM FI(>ROM INVoi ,UNAR¥Y (oNIVlERSION AND FitRM
'111. SA1 TI' l EXIIxN1IAN GEF (!ICRTAI' TN P1NOPE!WT USED IN THE 'IRADE

(I ) DI)EIN II*I N (IF I>R(oIpIrryl SIE) IN THlE TRA TE OR StSINESf.-

F1O i]e p[illlose s of thils ,libsetioin il! trilIl eprloAlrty ist1l ill the
tratde o, bu)iILeSS' hliit }ll)'perIrIy u s cd iii the tIrladle oi bsilless.
of a Ataracter whi is 'Itiject to the alloivanc.e fr to depl*' riatioii
Iprot bde in setihl 2:3 (l), held fol Iore tiihan (3 monlths and real
lioperty used in til' t;idl t liV*. h, l[d or lloroe thillt 6

months. wvilh is I..t (A) lop*'Ii% of a ]ind w.idh wohld
jprpe[ly be miwI~lt, intheib i i nvenory of the teaxpayer if oin
hllld }it the lose of the taxable vear. Ir Ill) priperty held by
tine titxliytr pP.riitrily oi- sl[e to1 t'Iqof'lt'S in thi e I.rdinaryll

"(2) G(:NnIAL tiLa.-I f. Iirilng tihe taxable yealk the reeog
zod "aills u[Ionl sale or exchllgos of 1 rop ,drty ist( in Ihlie

I;I/P (or[ bulillne'p. pils Ilie (og'OnZii(ld ll fl' l the ,....I('lnllSiO]
t i tnvolIIIitarv cOIIVt.I..iO (AS a1 re~ilt ot dlestl'tdt0mn i1 whole
or iall t. f tilt iarl ll o ezhle l anll oneise of tilt power of requisL
tio or Ieondeii....atim hr lite th rt 0[ I ilolllnileiim thiieof) of
)profr(. ty uilsed ill }th I lade Io b leli'*,s illn] capita[l assts held folr
mlol,(, thnll 6; .l.. l"lh it((o o.thr 1o(p1l(l ot iltlOl.vy, exc(led th,
relo(gnized -ses f..In swhlo sales, exchanges, tl]d ('.IlverloiI)P,.
,nPc} gk(iIIlall llsse-sl l sbe omsidted its 5 gainls losses fri....

sales or- xIIhitlleg2, of eapial Zise ts held for more 1lia (1 iolliths.
I wth gliiS doi nolt di 1kb losses. such gaills ad I.ll 1OsSs

shall Illt be oniidenl'ru as gains nt]d losses fr.I..n Sides or
ex/'thll~lg of e lti att. lorl the u)iiipos,.s of this pilllagrlphi

"(A) it dleremiiig under this lpligti i whetler gains
exceed l]sots, tilltgns and l osses'rbetl therein shall le
itnitlded myI if andito th, iten takenr.. inn acount In Voni
poling nict inolne. exerpi that suIlisetiolls (b) and (d) shall
not apply.

"(B) lIxsss qllp. the de(ost~ iojt.inW lo ill hole i parlllt,
theft o' seizurm . or rePiisitiol .i. ico.dtmnaI.l. tloi of )'opilty
usel in, the talde ol i lill'mims (o lcap)itll assets held for more
idmn (1 0,IIId. Ih ..l be ... sidered losses firom a compulsory
to i¥VOlltnlal l'(HqI~iIL*



(e) ItoLDING E tROD OF Ptol iO'}AIY A Qt i¥e! I, EXCHANGE JOI

(I) INx oEniI.-MSIe.I.. 117 (hi) (1) is lamelndel by imsIlt H
after· liae p1)'h1xl at the b VIld IherI.,f the followinig new wNtei!lilc{
"For lht~ purpi)ose of thi~ pil, p l'llljh.. fillny int',111"Or i'vll¥ Oiu
di,,,ibe,4 i section. 112 (f) shall be consideredl all aexlchalt! of
the propertiy ~oIAver 1e for lie )l'rl>erlCIty i('(liuiret.

(2 ) FFAXABLI VEARIS Ill WICHl11 APPL[CA RLE.T-1he, lo'Ii ...... t

ml de by a rlag ,a I (1) I bal e appl icable wi h respect to tax
able epars h Igilrrinmg aft, IIeilbr a)3ll1, 19;l.

(d) litxtcitmx or Loss oN I NIILtIA CoxII I O 1sTONS.---Se,-
tIiit 12 (I) (reln rIg Il lie I l eIiogni l ion iIf galin all oss on
ilivolunttay 'oh r.'ifrS) is l.llllde( biv rstiilking otn o /"gabill or loss

ihall be recognized"' a.... i jselogig ill u thereof "no gain shall be
recognized, but loss sitrll be rI gIile d".

(e) PIM*Arl. LF`AIu llet IO EcCEt IRaoePERTY.-- The liast sentell(e of
section 112 (f) is iaionleid to read as follows: "If any pailt of tilhe

onelly is iot so) ,lx...iaH'd, the gai, if anlly, shall be reogniiztd to
the ext s lt of tile ni l.lley which is Iit so exended (regardlhs of
whether such mIlyly is recived iii oite or in ore txatlle vtes lld
regardless of whether or not tile money which is not so 'exjpeiedc
constitutes gaill)."

SEC. 152. HOLDING PERIOD OF STOCK ACQUIRED THROIIUGH EXER-
CISE OF RIGHTS.

Section 117 (hi) (rtelating to lthe holdinrg period of capital assel)
iS ailmeined by insertinig at the etld thcreof the following niew
jI>ilagraph:

" (6) it detin, illiug the period fior which tile Ilxp aer has
Illd stock or , seilities acqiltred fromI a (orpOlationl byV }it! xe'-

cise of rightis Io lq% Iie slch s;odck .r sitl'it ies, there shall be
inhitdedl onlyv tie period beginninig with the date upon which
the right to acquiire wias experiserd.'

SEC. 53. TWO-YEAR CARRY-RACK OF NET OPERATING LOSSES.

(a) l)rreT:MINATON OF CAIII ¥ B3 AK.-SeS lio 122 (b) (ela tiing to
tIhe }lrolnt of the let oplraltingt loss carry-over). is alllllilth Il i'eald
as followI s:

"(b) Am ,(l N OF CARItuy BAK AND CAltnY-O)vE.--
"(I) NET OPERqIATING WLS C.o4 -oR(;H.--If for aiiy taxablh year

begin in ig after 1)Icenll lr 81, 1941. tile tax payer has a net op erat-
ns os> such net nolelat i1 lOss shill t abe net opetrntinrg Iiss
cal'y-backi for eSllh of ;Ihe two )irceding taxable years. excep t
tLi at tile clrry-baik ill the ca.e of the first pieedling taxnable yen
shall be thile excess, if any, of the armounit of such net Io erating
loss over the net ineonle for the second preceding taxal ll year
compuIted (A) with tihe 'exup l¢)i/s, additions, andtl it tltiIisl
provided in subsection (d) (1), (2), (4), andl (6). and (B)
by dltermfinin g th}e niet operating loss deductaion for such secnid
O,·e, i gg I ,x tah year withouit regard to such net operating

"(2) Nrc OpFMAINOl C(l~4 OARRY¥VYOVIt--If for any tuxable year
thel taPxpayer has r Iet opelrai(hig ]iss, siw il et opermtingl loss
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shall be a net oprating loss carrrv-over for each of the two
sit~crtdi ~ng itaNable, ;ei] txce pt thlt the catrr, over in tlh case
of thIi So.t nd succedling tiaxatie year skihll be the excess, if any,
of t I te a no int of Si tli nt operat uig loss over the net inconwe for
the intelvening taxahle year cormputed (A) with the exceptio ns,
additiois, ani limintations provided in subsection (d) (1). (2),
(4), and (6), alind (I) bY delt.ermilinig the net operating loss
deduction for sluchl inlcrtiTning taxlli yearl witholut regard to
sul'i n]et oel'tingllg lss Inill witilolt 1vgnln toa o Iy itt operating
loss , try-hack. For the ttpo'l)OS's of tile prectdliig snttnce, the
netl oria ing hlos foir yIII v alal\)ie year begilnnig afte DIecember
31I 1941 siall be reducid bh tll 'le i of lthe ret. income for each
of lie two n ecedinig taxa bl, years (corn iuled for each such
ipieceding laxable ye1r with tiihe cx(eptimis addiiiti.n.s, and limita-
tlons provided it s(ti (d) (1), (2). (4). andI (6), iand
eofopulteId by deterininiigD the net (oeraiting iI.s deduotion with-
oIutl egarid to u11ch t I op.r..t riig loss or to the Inet operating loss
for tile lC Sl:eliillg taxmdle yiar/."

(b) A l;N'or or NvI Ovr A)tlx. , Ls, irt, It Viox.-Sicri n l122 ()
rela hilg to the aintlll tf thle liDe ci.ratting loss ethltctioii. is Rlamendeled
by inseprtrig in lieu of "%iliint of thie net o merathltg to·ss arrvry-ore'
the following: "aggregate of ilie not o(ierating loss cayrry-overs and
of ttet net o(ierali ig loss carry bLu'le tro hlie taixable year"'

(eC SCotionl 1_)2 (e) is aImendled to iread as fol lows:
(e) No ('.~Ray BAll; 14 Y:.re 1Pmo½ Toi 1941.--As used in this sec-

tion. the tli~tl e'elintlg taxbllhe year' alln] the teltInpll I~l?¢!clillg taxable
yearPs do iot inchtide any taxaible yenr bPFgihnlnHg rior t to .l1 aillry 1,
19-11."

(d) LIMrIAITiON ON INr·FlsrT ON OVEIRIAYMIEN'I (CASED By A (ACIAY-
BACK OF Loss OR CReDIT--Ste: ioni 3771 (relating to interest (in over-
paymnlents) is .a.ended bv inserting iii tihe end ilereof tilhe followille:

"(e) CAIMs i BXsri os CA.RR¥-It(CK OF ILso OR C(PInrP.--If the
('llnmissiolnl dtete lil l neis thaot any pallrt if all overpaymnent is atIlil,
utal]le to the iliioim i n I.O.Ipiil lug the net operal·lltilng loss eduiitioll
tor tile taxable year of anyi part of tie inet operatiing loss for a suci-
reeling taxable year (or to the inlion iin icomputintg the unused

exfes, profiits tlit at[ljtisilllent for lthe tiixalbl' veillr of anyv part of
the unikii e pxcss itfiti e redit for a simcediig taxable year, no
inteiest shaill be allowed (oi ild witih respmet to suih piart of the
woverpaylnen for any Ieriorl befole the tiling of a claim for credit

or r·furid (,f 1such pa tr of the V lifl ylltilt Or lle iing f a petition
i th tie Boar . whichlever a- earl eT.i;

(e) rl·EECTV D)AilTi--Thie aillcnitnteits madie by this section shall
be applliable oilIy to taxable years bLvgil.l.ing tIter 1)eembe, 31, 1940.

SEC. 154. COMMODITY CREDIT LOANS.

(a) TaxaII·; YEARs Srt IJXT ·In (N luw.-Sect6ion 123 is amelinded
by itsert ing at the end thireof the foilo, iag:

("t) The election provided f ·il it, siub,:tion (a) ithi respect to
taxable ears beginning aftt Deoe..mber 31. 1938. and b ,foit Janulfllar
1, 1942. naly Ibe 'xeIcis(t bv the taxpayer at, or at any lime .. pnt to.
the lIme prescribed for t ei tiling o. f .h. ttaxlpayer' return for the
laxable Vear of the taxliyve, hegiiliing ihll 942. or if there is Iore
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tian frui txlnIe x lyeIr of toe taIxjImyIe beginniiig ill 1942. for ti,
laut taxabIe Neal s. beglri.lining. jl>Vi;1e4d it' iecords of illh iaxlfl. er
ili' 1fleioll'it to iIOit lii lrawl ompa llhinlrior of inel..Oi. bfor sehIi
years, anl.. lle llxpayeIrk oIn'lts ilI Witiii tO [iN liISSSMalIPflt. within
soch period ais m8ay be .gre.d upo h, (f a;y deficiency for' s h y''ai',
evell thoughi i thie statuto perio d for the .IS.t.S[iiit of all' Si I i
defi iency had eN)inli piotI tor U, the filing of such consent."'

(b) Taxami: S Y ,AR n S FICT TO PlRIOR LAws.--Seation 223 (d)
of tilt Revenue Act of 11)39 is amen lded by strikig out "within to
year from the da of ile enomtnltn of his AcC' all iltiig ill
lieu tbwerof "at or prior to llthe tilte pr'ts-ribed for th1 filing of tle
taxlpayer's return fil till the xl bI year of tihe taxpyevr beginnlg iI
1942. or if thlelre iS 1 lre .l.ur lt. t.axable year of the taxpiyer
beginning iii 1942. for the last ltaxable y,,ea so kegiaing".

SEC. 155. EXTENSION OF DEDUCTION FOR AMORTIZATION OF EMER-
GENCY FACILITIES.

(a) G(:xIrIAL Rti'z--The first Senten of sectiorn 124 (In) is
amended to read as follows: "Eery pero, at il elte(tionI sll.11 ICe
erititlol to aI (e(totu w it reslet to th..e an/ortlzItioll of tll
adjursied basis (for dletei-rninhg gain) ofy anvn ertg ny faeiliy (as

'filled inl substetion ( ) ), I.a... oI a perio. if sixty ioi ts'"
I(b) rlY, TIO(N Of AMwitlil 7. i N ecti on 124 (b)is atmnllded by

addilng at tile eld tilerof then following new sentonh d "li l the ca se
of f;an ll1ifrgenL y facility IotrfIeted or ncqiii'd (1) ftire· D)emnobrl

1. 193, alnl bCef·e Jiii, r 1, 1940, lv a corporation, o' (2) afteri
1)D~n,~( ,h 31, 19

jbr , 194II. by a person otlher

lelbiutioo iand to begin 41(11 Ilenit1 oith either tilhe mlolth following
ile moilh bl rwlwi(ldh thie facility xwas eonleIl(tei or amqulire or with

Ihe siwceelnig taixahpe yea a sal[ I b .made (irmly bv a stileirient it,
writing to thai effect to the C(.ii ,,i.ss.io aiid sai l be imatde before
lhi ixpilitiohmi of ix [14ni/ths after the anlte of mafmInorot of thi
RLtvein A(d clf 1912.'

(IR) T MiOATrON OCar Amo~nfrmzT]N 1 I*1u)D-
(1) Section 124 (d) (3) is anr.....inld to rad as follows:
"(3) In the st f taxpayer whimh I]ms Iot eCted,. in the

imaiieT I ns'(' iltad inll lIji (b), to taeW III1 ailorltinzllion
iediictiin wit]h , ien t IIIf lt gill ' factit, iof 'e (itgf te
proloanmution or tre catn' sp eciied ni tue ttihite, xftr',i to in·

[tparagrapli (1) of thiqs su deti ol. vhiMlevero is earlier. is befoe(,t
theil Xrl])irltl( iof sixti Itltlllh, fro the last day of tilihe 11ith in
whit,] such eln.('rgn I, failitty was , r e .]e. ed or act! uired. te
tihe faXpalyr Imia ele(t ( ilr '(ir' with paragraph (4) aif this
SI1.s..tti¢ri1) the mllotr-'izaltion dljIfdctiri11 provided il K llI5bbpI il
(11). II ig, i n I lu)riiZt irl) it riAo I b)Oillfllialr Wit tI II mOOyh f1l
loing the jolith it w l tIe IIhergei} >ifit Wits conn itprl
or ! I I'Ied, anad Ilinblg as (if time n.I of tire 1pIffljb within Which
snell' 1oiii.a... lon i. as iss..d I4t wihlin wi(hI i (,cmred time
$pteified i1 iOh ('oitrhate. Mhh"l(r is Itfi ({!}lI'IiC

(2) Secltio 121 (d) s awmended by Ilinttig at the (end thieeof
the following nw [)ianoigrlpl

"(6) Ir thlt csts It f talflxpIyeI wlt hih]S not electel, in the



malliner l)teseliliv(Id in snbioction (b) . tf take all amortization de
ducti,on with I sIWCI to aIII elmlggelty faciIity. if the date of the
iprocabllatinll telfred to il I)al'agrap)h (I) of thlis Subsection or
th, life eeliiif I II,, t ert'lilot i.rii..rferred to ill /Lparagraph (1)
of this subsection is before the Collnllptilfil oif .iu:li enlergclicy
faicdity. t hhen ltie taxj ..v .l> l erlah t lin avxorda.le& with para-
graph (4) of this siljsection) tihe aoillritization deldction pro-
vialdd iii sulll.seil.on (ii). using Inl fm',l4tizatio peiiod beginning
with tilt' 'nlothi inl wkinh ti,[ conIsrtIitionl. econstl'flttio(. eree-
tio,.. .or i.s.illHatlli o the l er.eri....cv facility wavs !begun anld en*l
ing as of the end of ti(! moilth wittlin which sIlwh ;irwl'aUntoio
waVs issued or vwithinji which (cuffed the dale specified in the txr
tiilcate referrod to ill paragriaph (I) of this subsection. whichever
is the earlier."

(d) I)rn3rr'oxs-S,,tion 124 (e) is tnanded to iret[ at follows:
"(e) EIN IT[Ixi S.-

i I ) ENVIIOxENx (A rF ATi -A iusIed in this seetion. the tern,
*emergilny facility' lean aiyiv facility, land. buiiilg Ig , ma(hfin-
Cry, o r' ( i].)lnent, ' (hr It hieriof. the c,,ostr'll.ti... re.(...llStlll-
ti(ln, rection, install ion. 0? ac(uinsit on. of whiih was conplIeteil
after December 81, 1939, and with respect lo whi,1 a certificate
Ifiller siubsetionr (f) }has be]l a..e. For die purposes (If this
section, tile part of niy ffility which was colnlltrted, nrcoll
StlrltedI. ereted, or hsiall'ed Ib niiye pelrSon after I)ecemlbl r 3i.
1939. an( no..t earlier tini s·iX nlonkh ptior to the filing of an
appllieation for a rtificlu ndeI subsectionl (f), and with
rlj)'et to which r alt a (ee'tiflcateI [nh1X subAeNti n (f) has been

lljade, l}li be delneid tio I ill i1(,Iren. v facility, notwitlh-
stidinig that le othle, pn't of u111h facilfty was OnlstrLncti,
reclstricuteild. eitctel, O' instjlh,uld ealier tiltaIll six monts p)rior
to the filing of suich a;JplaJainW . For the pllrposes of[ ins ssee-
tiin. tlie palrt o f aIl, fi(ililv whiht Was coulsti.t..etm{ I recll
strm'ted,. erected. or instaieei b)v a (orpIo".rtionil after D)ecemir
3{, ]i9) anl before June It. [940, .and. with respect to which,
par't certitiate U ad..i sbs'tLon (f) has !enl imad(l.e, shall be
deemed to b ;Ilil elligeellcy facility andll to halve beln c.OI...plllld
on June 10. 1940, no nilistailnding tlut li e entire facility was not
Com..pleted untiI a fte, JIII I 0, I 1 In.

'(2) tFai:Iio¢x'cy Ij:lu] -As u,(d in this section, the termn
leerg.('v yIIodI IlcllnlS tIhe pwid i )bginning Jfanuair 1140t
and emditn g ll to tie dte I whilh tlit Pleresitdent procaleins that keti
i1iHizil .ion of i .hI llil ] )prtion of the (!lgtlicy facilities
"iith ejalct to Mhimlh i',,,qiations uemhr subsection (f) lay,
ben made Ilid ii lollge req uiree inI the interest of naliiillftl

(e) DInERM1NiIDON OF AnI.rUSTED BASIS O E:rionu:wcy FAC^LeA. --

(1) Section 24 f) () is ame.ml to iiad as follows:
"(1) There hall be in-hinled only so muchI1 of the am.l.until

able to suich tilNl:uiinlll. r(<ol-li-llctiolln erectionI. inshillation,
or acquisition after D)eember 31. 01939. Is either the Secretary
of FWar or ithe Se,;'lr, yI thle Nai'v Iliis cii 'itiells rlnucesslFar
in the interest of intioial lefroise dll'ing the mergen( y perio(~
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lwhicilh eifiiication shll le Itin..r '11'11 irgitlatio s Ils mayl be
,r'esCribed from {hnle Ini floo by the Secr .ta'v Af Ward lie

8Zmalti of thie NlIX). wiih t' i ali)roha] ofdtlo PrsihleIt."
(2) Setion 124 (f () ; il, amleid to rE Itt s follows:

{3) lhe certilillate Ikrildedi fox in painagaph (i) shall hlve
lIe (lt II[I ess tll a]IE)]latioi II W[ rfo i'I fihd before I lhe expira
tion of asix AlMon Ds IIllI tIh0eg i aPnliigt. of stich c(LstIll?,lll t I.
re(olltiLrctotll, electioll, or installati or tile date of sUI
alequisitioion, or before b I)tcenl)er 1.191, w cii hver is iater, esxept
thiat -

(A) ill ltik c(se of amn elllto'I, fa'lity .o.rn. leted or

1'iIl)t bi Io 'itti l')eceber 31. 1939:, atindbet'o .Jill)it! 11I 9t, sch cer ,licale shall have o eEfeft
unless an appiicat ion Jlh'foo iS fihld btfort ilit expillitioal of
six nmonths after tie da IC of tile eactm .ient of the Re'entup
Act of 1942. land

"(B) itl ti, case oIf :II gtller(ll(ey facility oniplttdi or
acqtiiitd Eafter L)eDeniler I 1e 1;EI .1by ii aerson other thi i
CO}po) i( Oil, 'Uwth ('VIt ificate sh a ll+ve no effect iiihsS as,
applicatioi. thef'lm' is fild before he expira .on I.f six
Illollhs iftter the begitlliiig of S1uch cs.l. M I ... ,eCOlq-
str'ction, election Ir i..n.lalHation or til dale of Sioli acqui
sition. or before t e eXpiirationi o1 six Ilontllhs olier lti! date
of the ellilowltqnt I tlhe R]vlYnuje1 Act of 1942. whichever is
later.

In noi event and notwitIstanzioing all ' of the otiler 'LovisiOl/s If
this ,entiot I.. .lll.noftiZatioDl d jehtiol sha.Ll. be allowed in
Iesiect of al y elielge! y fati litv - tlo ai, xa lii e ya-

(C) lless a (eltiiet, if, dee tl of Ilude Joinll. t-
graph (1) shall hmave bin iiilosade i) pirior lo lthe filing of
Ihe talxpav newss r11 iifl' S]/ teaxa Ve. or prior to tihe
imakin g o ( In ele'timl rsua to sbstn (I) (3) or
sub)section (d) (i) of this oc'tioi to tnke the amortization
deduction, or (ii) before I)ee.inber 1. 1!)41, whichever is
later: or

"(I)) ini the case of anT elelgeny facility eomtnpleted o
acqhi red b'y a corporation after l)enlbhr 31. 193!, and
btefore June IL 1910, imlles~ a irtiftilte ill ireslact thereiof
ilnde'r alrag' )h II) shall ]haye been llde prior' to 1w
eXl[Tatlon of nwelve ToItih Ifler le date{ of eIactiCellt
of the Re venue Act ,f 1942: ol

" F) ill thee ae of a] ..n.erg.iecy facility con iipet .l or
acqi.red after l)cer.in be 1 E. 1 93. d before Jaulluary E,
194:l. by a pelrson othr er ll ii o (colpsoration. Iilless is (er-
ti i'ate ill respect i.l(, tiof und(r )talra gph (1) shalel have
Nit, made (i) pErior to the xlvirlilmion of nine Io.ntlh. alter
the last date upon wvhicli an application for sciih certificit,
ntav he filth, or (it) prim to the expiration of twelve, ii..Oll Is
after tile diate of elictinen}t of thie Revenue Act of 1942.
wbEicievier is Ide].'."

(f) LIrFE R:NANI AsNI) EItEm AXI)EI*.I .--x(tf ii 124 is amendedl
by isris ,ng at the tnd hIhcq"eof theI followinisg new sh N xe tion

IrrF L ENAIFE Tr N[ H) IEt R IAIEF II I AN.--/l Clle case of piro)rlty
held by o1} pi(SOTI fo[r life witlh ieminninder to anothehr plerson, the



deduction shall be compiutllettd as if the life tenant were the absolute
owner of thile prloperity i. I all be allowable to tile life tenant. T'

{g) Air, .... '.N Er ] ',km oa TlrsT.-SupplIement E (relating
to etlds andl truiits) of Chiiptrer 1 is ameided by inserting at the
end thereof the fo.llowing new se t loll:

"SEC. 172. ALLOWANCE OF AMORTIZATION DEI)UCTION.

"The bentefit of thl deldnttion fio amortization of mnergencv facili-
ties allowed by setion 23 (t) shd1 be alloVed to estates anii trusts
in Jle saiii( llilllllP allti tO toil illle extele t Ils ill the ease of aIl indi-
vidual. TIle allowable deduction shall he apportioned between thle
income beneficiaries and the fiduciarv under regulations rescribed
by the Conmissioner with tilhe app[';val of the Secretary.

(h) PARTrxsissns. -s-Sulplenkmlent F (rtlting2 to partnershi ps) of
Chapter 1 is aene Oi led Iy insert ng at the end tlereof the following

sew section:

"SEC. 190. ALLOWANCE OF AMORTATIZATION DIDUCTION.

"lIn the ease of emergency faiclitis of a partnership, the bemnfit
of tile deduction for anuortization ailowedl by sectioln 23 (I) shall not
he allowed to the members of a partnership but shall be allowed to
tie partnershi p inl the same manner and to the sanme extent as in ibe
ease of all indlvidual.'"

(i) Rnrrao,.crx: AVPI'ICA'TO OF ElrxsI~lNo.--The amendments
nmldle by this se1tion -hall be elfective as of October 8, 1940.

(j) UvnW^AYM-.XWjhet'e a tax paid 1 underl Chapter 1, Chapter
'B, or (Chapter '2E of tie Internal Rvelnuce Code is in exces of the
tax which would ]ave been paid had asetion 124 of the Internal Reve-
ne ('o(eI. as previousl y amended, been enatet d on October 8, 1940, to
iradnl as amenrled by this section, theni credit or refund of such excess
may ln iriadW ftlout interest. in acordaince with the provisions if
law applicable in the case of erro.neous or illegal assessment or collec-
tion oF overpal¥'llmet hf to p tllx.

SEC. 156. WAR LOSSES.

(a) InossiS Fliit M W R?. TAX An'IONh OIF 1llhtTLYRr RIIVIYKRED, AN! BASI
or PI i topr-iTe I ... ...tnl I Re .II... (oide is lamenided by inserting
after set ion 126( tile following new section:

"SEC. 127. WAR LOSSES.

"(a) CAsEs IN WnIcn Loss I)DEEME SUsI[ANED, AND TImE DEICMN
SustE,1i-.-For the pr)poose of . tis c hapter--

c ") PROPlinr TY NrI IN ENEMY COrF iruEs.-Pr, peorly destroyed
or seizted on o[i after DImberlr 7, 1941 in the course of militarv
or naval operations by tie Unitild States or any other country
en gaged in the preenit war shall be deemred to have been destroyed
or seized on a d(late choseni by the taxpayer in Ihe manner provi etd
in ponrg,,ph (4) Mfieh fals between-

"(A) he I atest date, as esta l lim hed to the saitisfrlion of
the (Colii Uii ii r, O Ii hi ii ,h property may be considereid
as not dlestroVeti or seized, and
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"11) the riesII t datlie. i esl f b I ishedl to lie satisfition
"I·i tile ( .... lisi.., IDi 1mb hit h i(h opertyv may libe
Siitid Its itVIil ih I l&,iNt?15 b-nq dl"st l'lq Orlld Seize(

For i .te plilINIs oif is )itgt:laralph Ilr)tirty witi] li fill karea
i c1 s;!l lls ultde helo t'ulii tel e if Clolnt i al wy with tie IUnited

slits ltittl' ithe (llp wit r wiiH sIuch 'loiltry is declared by t ih
Li!ite Sltles shiall be Il {tqt to have been delles y d ot Seized

inl the 110 0 of nilit ary or IIital operations b' st coI Intry, aId
ti,, date slsitited it, sb 'al b ga a ph i(A) shal not Ihe later tiln
the latest date d(ete,idiiII byI h1e Co4Hiiiiisi.ei as (lie date on
wii oh sac arva was iter tile contrlt ofn he United States oa
countrY lot at ' war with tire Iiiithed Shirls. and th1e date specified
in l sIbparagla ph (B) shall not be ILLtr tha tile earliest date dl-
telrlined by the Conimissioner s tfe date oil which such area may
be coasideired ulderl the control of thle conntry which is at will
Willi the United Sliates.

;'(2) >RtOllRTY IN EiN 1MT COUTNIRIS.--pI)Io )erty within any
counllltlry at warl with the Ultedll SlIales, or withinl all trea under tlhe
mtollof (Ify lllysu hcort olllrV til th late Wit' withIi SuCh toit ry wtas

ideil aed by ihe United Silalls, shIll be deermed to have been de-
stroyed or seized on tie ic date watr with such conlltry was declared
iy Ihe United Statles.

(;I) IXVL'q:TMIiN1S RFIIFllI,2 TIOr DEsIlOYEL Oil 8IZED) VIlloP-
e:rr¥.--Atty intlihst ill, It wit li rsepeet to, [iol)erty described in1
nIragraplh (1) o' (2) (i..hI... hg any interest represenled by a

Su itlvt as dieftfir inel section 23 (g) (3) or sectionll 23 (ki) (3)
,hwl, 'betomes wortbrlwes shiall le cIionsidered to have Deen de-
sil reed l seiled (and ihe loss therefromu shall be* considLereIi a
l.. fotr tiule dstu4eion or sxizOlie) oii tie date choseii by the

Ilaxi .. ly v i ur ll betwen ril in dieates sp,,iled iti paraigraplh
(), or'l the bite nesiieI in pragrap '2 asthe/easetnay
h'e, whoi be las ptopiety (described in .h,! aplieahte paragra >h-
to whlich the Illterest irlates iiyild lie d eemed etioyt4 Or selzed
orIel. tire applical e htpl). 'Pia I This pa alg'a Ill, shall apply orly
if ie jill'est would hav', lotie 'rlthlrs if tle mnqrerty brad
brn desiroveld. iX, the pilp'os f $ pa l pill illn rst
sh. II11he dee4med to Thrve be,ome w.i idess rotwith standiing the fact,
that such hirieiri hls at valne if such value is att]'ibutable solely
to, ie Il ossdibiity (hfrelver of t he itoprty I'Jtel lsattion (other
t tlotl JlliFalv(e oLi Siilarl ilrlllItlti[ Vrit) oln uC(Ollt Of i]s destrutction
l1 slizille, or both. So ion 283 (i (2) nudI (k) (2) shall not
;p)lly to tlly intlel'est clo' l Idetr' this [iarirap li] is onlider(ed
to hauve beei ds1lroyel ol' seized. Lm,U l regilatiOms pteslribed
hi the Co[l i.siO.tr wIith the I.ro.all o tle Secretary. aII
trxpaytr whrli owns 100 ir l entunl (exclding iualiflyng

shIa .s) of eahll lass itf stock of i corporation alray Pled to dtetr-
minlIe tile wortlSllitssuss of it, iniLestL. dPsolribed ill this )IllI
graph, in or with resect t) tile pro.perty of tile corpo(ratioiL.

itlliolt IegalI to tile iioOllllnt Of thile I)I)erty of such coliOsla-
lim whlith woulId )be hxlI unider subsetlion (e) (2) (A) it
(e]((ul t rIjIl1 't d Ilbai f o all tile rsetbs of Ilie ;rporta-
tion forl tIe )tlr pos.. of SIbsi "orn (e), but such anti..Iii.i shall
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be treated under subsection (b) (1) as a recovery by the taxpayer
in the tia xabl yea r with resp)et to such interesl.

"(4) CnolCE or n'Tn.--The taxpayevrs choice of a dcat undier
xaragraph (1) or (3) shall be effective only if mnalde within such

tim.e ani in such nanlllle l as lnay he pre,sribed by itegulations
prescribed by the Conmraissioner with tile approval of the
Secretdry.

"(b) AMOuNT i·or LOSS ON D)STRiarE OR SEIZrD Porlit;VrY.-In the
,tse of any pirolerty or interest in or with respe:t to property
deeme d to ih (hist royed or seized irnder subsection (a)-

"I [l The anmount of the loss on account of sech property or
interest hall be determined with reg ard to any recoveries with
respect thereto in the taxable year hut without regard to any
possibilty of recovering such property or interest, or of rzceiving
any com.pensation (other t..n nsraee r simiar Od ind..i ty)
on accohnt of such property or iilmvest in the taxable year or in

,(2) Tie taxpayer rmay chIse to decrease the almornt of tl e
loss by all obligations or' liabilities iof the taxpayer with respect
to sieh property or interest dilschaigdel or satisfied out of the
prop erty or interest u poni its destr m tioni or se I zo Ir c if the Crom-
nlssoler is satisfieid that suchl obligations or iailitiies are so
dischargtd or satisfied in a subseqiiut taxable Year, or that tlhe
taxpayer is unable to dtteruner whether or not such obligations
ol liabiities are in fact disecharged or satisfied.

No loss shaii be tai ledi to 1itve been, sui still!ei lipAi ti(les distruti on or
seizurine of iehpo rperty or inltereslt to the xtenxt that it is coimpeniiated
for by tile lisiilarge o)r atisfaetion of (i obligations iRd liabilities of
the taxpayver out of siuch property or interest in the taxable yea iii
wliclh siil dstm'ittion or, asizure is deem.ed to llave xcinlrred. '1he
taxpa yer's rhoiee u n dlie this si' bsetion shi all be eflit'i ive onIIv if iniade
withini silch tine andi in such nantier as mav be prescrihed b reguhai-
filmns pire~'ribed by the Comnmissioner with tie appimval' of the
SeCt l iv.

"(e) R(,oV;Rk:s [INCLUDEDn IN Gnoss INcOME.-
"(1) GrNu;Ar.aR mL.--Upoll the rel cII y in the taxable year of

any iomy oi property iii espect of piqerlty c),Lsi(lerld inder
sibsevtinlit (a) a s Iest iroyd or seized ian . in prior taxable year,
the niounlr of such recovery shall ibe ineluided ii gross incomle to
the extent prouvilded in paragraph (2).

'(2) A MO UNT Or oAl N ICnu It i aL-TIhe amll int of the recov-
ril If ally imoIe'y d or property in respet of lropertv 7consideSred

Rolder suitei tion (a) as ekhst ied or seized s all be all an mount
equal to the aggregate of sulch money andl th fair nmlrket value
of siicl ' property. deter.rmined as of ite late oif the ri{eoverv. ITo
tihe exlat that such amount plus tile a ggrlgate of the al mounts
of preyiolls such recover ies do not exPeedI tiat )part of the aggre-
gtle oi the allowable dedlliiollns in prior taxnble years on ccount
of thie cdestuction or seizuire of pro iperty desribed in subsectio,
(a) wl iicli did not result i a relductioin o(f an: tax of the taxpaver
liltder this clapter, sich alllnoltlt shall11 not be ineludible in gross
iillnrllh . ,ld shall Dot I, (h'liod ga lt ill .i.Oi ite iltlllintaiy COln-
version o l 0 plpetIy as iei slL of its ldesliruitimo or sifizure. To
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the extent that such amoiunt 1l111 tie aggregaile of the aimounts
of pievios s .iiii re, l r l ex..cr.e that pairl fi tih a.ggrtgiite of
such hddletliot)s ihle(l did rIot s'its ill I reditiioll iof ally tax
of ilie to xp)llye 11t...p te his (oh01 >e al d, )lot exeed thatl pa.rt
of the tggregait, of slueti deduh tio ns which lid iesuit il II redtlc
tioit of alim taix of tihe taxp;taer rider this lhapter, such ailllli
shall be ilchdl in gois niiloudie but shsll not e ishcllle d a gain
upoin the iivonllntarv eoltvlsio)1 of iol)peltv as a result if is
Iestruction or s izire. T, hi eint that such amo.iit phus the
aggregate of lit llll)111S o f . ileviois $11(11 r!(Oiverilus exee(d the
aggregate of tle allOwalde d(,dllnl it.is ii prior taxable years on
aocoult of tilhe de't .. c.. nor ei oe 1 Of property dIes(Tibed in
s- iir 5(tii(r (at, srilcl illlJllnt ,,la]. ... (o.lii n lhid bI ahl m i I ;i...
ilvoliintary (i)vel'siOll (of p)lo,)twtv aIs it Jesult of its d(!still eionI
i'1 st1iite and shall be Ie( .(l.g..iz/ed oF nol re(ogIizeld as )providd
in Section 112 (f). If for aiy prtvilus taxable year the i tax-
p)ay, 1oose illuder SlI.(ubteio (b) to treat ally obligations and
liabililieas i dislchajrmd or sitstlitd out of thle p)ropety or illerest
dscribcd in subsl do (a). and if suei obligations aor liabilities
'Wtl riot so liserl...gId or satlisinl, the ilt nlae.i.t of such olbliga-

tiois and liabilities treahtd ias lischarged or satisfied nider sub-
section (b) sls I be onisidered fllor tim mr poses of this section
as a deduction by rasi iof this sr(tion which dlid iot result in a
red etion of , lv ax of it taxpayer iunder this clihapter For
tile urunltoses of this iaragrarrlph ill alo)wable Ideduction for any
taxable year on ... l linut of thle lesturilieion or seizure of property
dlevrri(e I in subsection (a) salli, to the extent not all owed in
comullutn til raxte tax of -lie tax paver for suechi laxable year, b[
cnsidlte a ri all owalble I e ductlon wi cI did trot result in a reduc-
tion of ally tax of the taxpayer iiidlr lis chapi)tel.

'"(3) RESTIAI1'rIN OF 1'zMiW OF INVESTMEINTS REFEIIABt L To
DEqTR(iyEr iOR SKI ZD 'It OlII -l.-F olr' tie, pi' poiS of paragrpls
(1) and (2). tile rstoratio i in wihoe or in part ofthe vaue
of any interest described ir subsectin (a) (3) by reason of
aiy lecovely o(f ilII.ley or plro Iert v in respect of property to
whli Suchi ir ret ieret Ie led and w hiA' was colside'red tilneat si b-
section (a) (1) or (2) as desptryeId or seized shall be deemed a
recovery of prtpety in espect of propertyrt considered arder
su ibsection {(a) as dest royed or seired.

"I(d) BASIS OF RIwOVEREtr PROP:R'rr.-The unadj usted basis of
prop,, ly recovered in resp ect of p roperty considered destroyed or
seized tinlder subsectionl (a) shall be deterin illed ulrder this sulsection.
Such basis sh11l be an aimounr t equal to tille fair miarket value of such
property, deterrnilned as of the liate of tile recovery, reduced by an4

iamount equal to the excess of tire aggregate of such fair market
valre and tie allrloilonts of ilre'violts irecrveries of nioneiy or lropel' y
in respect of preolj lty ollsidelred tiirdcr sibsectton I i) as desiroyed

r seized over rte aggregate of the allowable de( letiolllS iii plrior
tlaxable years oile aeoltllt of the destruti iztll' *1zte (f property
deseribed in suibseetion (a), and increased by that portion of the
amount of the r!eovery which undler siubs-ctmon (,) is tre ted as a
reno iztid gain fro.. the ilivollllntllrv CotlneF:tinii Of I)ili *rty. IUpon
appliculation of thi taxpaye', the aggregate of the bases (determined



under the preceding senlence) of any properties riecovered inll respect
of properi entiedlred iunlder subsection (a) aIs destroyedi or silzed
Il av be aIlocated anllong tiit properties soi re(overed in suIb inanner
Is tilhe CIom)l issioner ni y determine under regrulations pires(i[ted

by hiim with the approvavli of tihe Secretrya, alnd the arnoiunts so
:tA R(ted to anfy suclh pri#jl i'y so5 r>vpi(id Sil be the ulnjrvusted
basis of sh(11 property in liheu of the i....Idjsted iasis of such property
determilned uInid/ thil edi'n:lg fell(.lllt

i(e) PARTIA XVfloRrnIESlSXHS o IV CEUrTAIN INh E;TEFN18'lIN lh•i wiytlnYED
OR SrEIZEL I'l' FaIIlTy.

(I ) ID)ESMIU/TIlION Oil SEEIZURE OF INE iSTMiENT--If a tax p a ler
owlis Iot leiss tll.an 50 per :cltunll i of each class of stock o(if a crt
poration. if sucrh eorplalltion hils priopi'ty deseribled in lsubsection
(ia) (1) or (2) d(Ilmeid to b, destror( yed io seizedZI, the adjuisted
basis for deterining loss of which is at least 75 aC'r remtain of
tile ,listed basis foIr i tl in Ii g ls, (If all suel Corp.. prations
j'operty, indll if such coi ioranlion co IPletely lii uidates (by dis-
tributing" all tile assets which it is able to distribtt anld all its
rigt to assets whicii it is iot able to distribute, incliding tie
right to tile recovery of the propertv described in subsection
(a) (1) and (2)) wihin ome year alfter such property is deemed
to be destroyed or seized. or withill six months after the date of
the Allctment of the Rvel. e Act of 1142, whichever is the later.
then that part of the loss by the taxpayer on such liquidation
w hici wou id be attributa b e to the dlst uct ion or seizure of such
property, asi established to the satisfacti ion of the (!ommissioner
shll I he t reat e fOr the pui Iposes of t hi chi ,Iater Its a loss by the
taxpiayer uponi tie dest ructi on or seizures of tie part of the stock
or oiliter interest of the tax payer to which such loss is allocable.
Suchli part of tile stn:k or other interest of the taxpayer shall
be treated for the purposes of subsections (b), (e), and (d) as
property described inl subsection (a) (83).

"(2) APIFL1cAT[oN (IF PAeaGlAPln i --For the purposes of
paragraph (1)-

"(A) In determining the iadj usted( basis of all the property
of thile eorporation, there shall be xcladed money in the
United States, bank delosits. tihe right to receive roney fromn
any person not sitrotted in a couintrv at war with tl, United
States or in a tei ritory under the control of such a country,
and bhligatioins issuned or gui araltfed as to pincipal or
interst by the United Statles. excepte that there shall not he
excluded any such property which is destroyed or seized as

Tesriloied in subseetion (a) wi hi, or before tile taxable
period.

(It) The adj ustel basis of property of such c olt rti ion
shall be deterinedi as of lhe date innediately preceding the
first date onie aeic W i ny property was destroyed or seized. as
des cribed in SI bsCct in (a) or ias of any later date falling
withint or hefori the taxiide period( on the basis of which
seil ldeterminlinnon will 'Ip'odi e a greater amnoult.

"(fi) DI)TERM INA'ION OF lAX I BErrTs-i-Thell detemiritilmiem as to
whether a.. I to what extelt iian allowable deduction on accounf.t of the
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(destiliot ol Or saiiue if pIoIly ltI([iIh:d in1 shubseatioi (a) dlid or
did nIot Iresult il a ienIIcthii of o, ax oIf the tax ayer uIIerI th is
chatpter shdl be made in actlame with legulations -)ret.libt.. by
tilt. (owllrSloPI· with thle* tlroval (if the Secretary.

(b) 'Jtx AXl]E YEaM 'is( ]it[ UIt A I;M!NMENTi , ikxs r CAitvr.-The
ainleurl(hll ilts Iimide by t his s ction shall be applicable to ,IxallIlo years
behiming after I)ecemher 31. 1940.

SEC. 157. RECOVERY OF UNCONSTITUTIONAL FEDERAL TAXES.

(a) IN G(xi naL.-( - Capt r 1 of til e I nteral Rvele C('ide is
tinlinrlhd by inuseting a fter section 127 the following new saction:

"SEC. 128. RECOVERY OF UNCONSTITUTIONAL FEDERAL TAXES.

"Inoine, (excluding interest) attrilbuttll to tht It''movy diling
tle taxable Year of a {ax i...lmpeold by ith(e I nited Stats which has
been ]lIti] ltorutditlliural. 1tlld ill t 'sjnct of wI ilh a lejluntion Was
allowed ill a iril, taxable yhea nlt{ f IliS d L xiltleldd frol gross ine.o.l
for Ihe {ui eyal.r 11. thel¢ ded(ttioh llowed in rs p,(I tlihtrof in
sud,] inmir taxlhie vear tiratert ns itf ... ving tt en allwaabl., if-

(a) 'Tle taxpayer Iecs ii writing {at iclh time a..I in ulch
oIiUUPP its, Say 1) )pTSI'ih{(,d by mgi'k1Il oi nesr,jbtd by, thle
(ol .iisinot withS lie app'oval of i e setettirv) tAl {iat sutch
{ll, I... I it as iWot hlYJin1, bfeen allowabl)e for /Ifl jll'pri Itaxal e

yewa. uand
"(b) Tihe taxplmr onsrds in Wiltilng to the stse.t
ithi Sill plli(]ll Ias Imay hI iagl',ed lipon, of aly tl.ifi(,llcle

relul fl'Ollln f SIi treatiiit, thola ti' qatllt4l'V mid
for the llssssiin"It of lily such dllIjii -Lv tad tXlIie I.or &

bv suIbsuttitm, (a) shrIll b ,Ywilllldririhc wl sj Pt ttxhh, 31ts
begin rig after lheemtnlr H. 1I[

SEC. 158. FOIREIGN TAX (REILl.T.

(a) Cr..one}; or (nT--Ncit11 (a('ti3 ) (l'ling t. allwaltie of
,redil for taxes of fo'ig, Oiiiti,, t11.]l I...i.ssions of {]tt {litede]
Siites) IS jnlettldi to rad its follows:

) [IJ,)l IN(:; IOr (Ri:IT.-%-If tie ll x 1,eMt cto....ses to have liiI
beIihis of Ithis 5cti11/. (lilt' ax Ihlloj)eld) Ib N t ui (hap(.i. xip[t the lax
1impse)d un lt stini 102 or sectij.l 450]shi[ll ie reditid with

-(1 (CIzENS AND IO E'4IK JO ( I ' ViioNN. s--lin thltl as. f ai
itiiill i i tite utileld slas alnd i du) .. stil tm)orpati,1n. the

.{I ... {o f aly iniliti, war-ptofit'. ad oxcess-pioits Iaxls paid
or WC111''i ]illg thle taxable Near to tlly foreign ct~iiitlry oll to
any ..ss.ssio of the United s4ates; ....d1

;'(2) RustiEnT: r o I Nilix srATU.-it the eause of It i'esilit of
the lnitdl Slates, tile inoi...t (If 1nY ... w taxes paid or tilwrued
during tlt taxable year lo allosswo of the United States;

"(8) ±LIPEX RIIqHI}iN'q O4 UsN[II) srT.'s;.-Ill thl cHne, ol an alien
rcsidlit of ille hUi.d Strt. die :.i....t Cf lilNi sti'h taxes paid
om ;iCltiil dlring tht, taxhdili veal to all; flir-, g ominl'y, if the
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foreign co.ntry if w hit i <lulf allen resiIlen it a citizen or smb
jec. mI lsin...iIg sili hltaxe, allows a sinilar clt.d. i dit to itiels of
tilhe UI edi tats residing id n a Clh counltry; il

'(4) PAR ]INRII]III PS A ND IESTI" I'. -]"-ii th"e eIlcst! of Ry suCh il1di
Vdlu(al who is Ia I.llbxr of a palll}iet'hi] or a beneficiary of an1
estate or irust. iII pV itlonate P I 4 1nile oi (llh taxes of the part-
wihtip'iI} O tile -t 'atl Or' I iist pIi(l or wle(rlclld dllting the taxable

e :lr to fl'eigl Olill.. .. r 0 [ I o II, 1)ses"i of the Unitfted States,

"Sllt1h thulipiii( I Lly i)l li. .lltl(p (m i h li'tl l at aliy tile })lFil)l. to tht
cxpirtioni of the per Id pltseiled for Iwkin...ng a ifCaim Ir c1redit or'
refullnd df th'. tax I.l)lOSI, b, this t'halter.'

Ih) DI)rCrm l)IrNn ir CmRrrD CRsnvx.--S tilo (23 ) (1) (C)
(lOdatig to deilOij flOf g.ss ... on.le ol, fiaxe,) is iitiided to
reaqld is follows:

;;((.,Im)j w1I11r-poIfIits. olf I xI prtlts I axe't imOpiosed bA
the nutlohtli Of Jily h'igii utry'4l OF possOe"-i tIf thil United
stales. if the taxp$i,ar cthooses to taike to any exieint thile benefits
of Sw (:ti 12.,"

(I) ThC imi'mlilluets Ile dl 1 (i(,h15 (am ) li..id (1) shall be
appliclhble xith reslpct to taxable yeais beginning after DIcenbet 31,

(i) IATI ON ('Rt r¥ IN ('Asl; OF .'IO IION S titin 1,31 (b) is
lill lIde, lo read tas fI(iIhws:

";(]J) LIMIIT ON (CRY IT.-iIlit r I[IoI I 0(f the III'dit takitll II01111( this
seitio Ill b .al ll /i lijt( to ( 'ah ofi 1]%)hI..w i ing linliations:

I'(1) Trh(e inioultl Ol tie credit in re'lI(ct of tie tax paid or
} [lt!id I0 }lil t1,l,i i shl l ; It ex ied tlh, SI opie }loptrtio iOf
1th tax ga :ODst Mdchu'fsuh redit is taken, which, Ite taxpayer's

mt ]..'..II"ie frOm ouIc'S, , ;(hiihi Sll( COiiltv .b([I.'s to his entiri
nllq il('l... Ht i1( the case of it tlxpayer other thnm It a oira[t.ti.I..
or to the suml of the 11Or.HIal Ix But il1Pome0 and the ,inmotlltt if the
redit for aldj]itid (x,('ts profits net illconle provided in section

2t; (i), i[ th ~ I ast (If : COrIp)o1ItioIlI. for til tm;l/a taxale year;.; Q.III
"(2) 'Th tottal a<turt nfill Itiil shill DOt xceed the sm

hr.i. ortiol iof thu tax against whldh situcl credil is talken. MiD.l
lt, taxp'tA;ris I1l ]iPI'... 111 SOur['Is wilhouit the U[illted SillreS
[Imps t( his O ,tir IlOJt icit..h.., inI Nth case of a taxpaye.r other
lbz.. (0 COlpflI'll. 1't to hiI IPm ! the inormal-tax lPit ill.i..lm,
atlt lipi alBriOi of ith creilii C4)r .. ijustid excess profits net

(O.... pri mided ii. et, 'eli f2 (e)l ill (ilu Case of a t()I'pfl'ti(lOl,
fio the slime taxable ear....

{e) (Ci,;i IN At.(iMi oIF so ]4.IkiyAB Il PRFIROIIN SI xitsj'IAn

SeCtiorn 131 Mf) (riatoiti to tldit foi tlaes f a Iruilln sublsidIiav)
iI nlqI4p d io I;O]

(f) TI ,X~ (IF lI)iEl;N SUt hISIIIIIAf.-
"{ 1 Fln stqI" itly o/ Illiii011,C C<1 RpIrtATIN.--For the

I)Ilj).St. [4 t(is 'ot tiin a i donIwjet ch)(oriatiolon xielh owns a
ma11 i'lV iI f tilo (,li/g stock of I forigii c lor Il.l.['tioT flOlt whihh
ii lCii'i, ts iidtIu[ ill at1Vlv lal v.t'tl shall be dleellwd toi

Jillha, 1111d tilt aideto )l'Op.t..qio ii o illy in ('oI1l[, Wo1i'. }l- Ofits. Of
~'Xi .½ prtlits(> taxes I Om P tlw llld to* ie paid by 1sub1h foretigo
¢.tIp'na} .llt. to illy flignl} O/eiliIt'v O1' ,0 lltIh possmvis ll Of thle
IUmitl Sti4ti>. upon v GItFi IIsec to t, 't 0lllPihithi(td profits



otI uAh forei, cm', ifrfii: fr.. .I, h uIhI 5ll dIividen ,ds were maidwl· iiti o~li t 1it iiiiiiiit ~iltil (i.~i jidi'hiS mars~l the~ljll atnomit i~iijwhich thle 11iIll't Of such ll, olv i ihnlo, 'IO t ll l...ll~ of
i 11 I ticutllllIatedl prtits: /Uoi:fb,1 That (he ailloIlnt of tax
ideetnd to Ihav'e lc.i paid by slltli (l([1ie cO..Ointion imlier

this S1bsctOion shall ill I.. (cse exceedi tile sili propioltion of
the tlax against vhiel credit is taken which the amount of sach
dvidenis hears to the i.oit ofli the lliii o -tll Rnl e I 'ntij i. .4if
tile domeostic iorteiralion in whicihi si-u lividllnds are ielhleid.
Th1m term i cclnow illed [.'ofitsW Tltl tl-i il this 1ls{'i ill
refriirnii' ito Žt fot'i l .. (J't) .l il. 1 I lMI.S ..t .in.lOllt o itl
gills, 1ibt'. IIfliP LI i'xQi,,sS of hlhi i.co.lit,1 wtr1 m-lttssI and

exi ~ess/rfits< taxes iiposed lII ..pof with tt'jeet to such prolis
or itlonle; and ilnt (otl.....risqtr ;it Ile appiroval of til
Sj'tary shall have full power to ileteiIi.iti! from the acunim-
lal d polit of what year or v,,' Sitach dilidentls were paid:
treat ng divid..Is paid ill the first sixty days oif aln year is
hiaing lben paid frnoi tile acultd Irofis of the prmed-
Ing yv!11 or yemrs (11111Css to hils snslt oint1'o show i otherwise),
anli ii oitier te peeis treating ividends as ]laivinig ixeni paid
fl'Ointl motst recently lict(mllati( will gi's. plits. or11 earnings.
In the ease of a foreign corj}ioaiIi. llte ilcoil.i, ¶vwar- )')fuis, }nid
ex'es-1 prolfits t1,ixs of whic(h, itr Ilriwllel tll o11t h s eiis iof aln
mLIoiiii g ii)Ciiod of l less lhml {lt ,.ilt Vill' thilord ;'vai' * as

u iin thsi slbsatioi i sihall be oisllt ill tI( il sithi ain cOih ait l1
period.

-(2) Ioit ri x MIST DI NIt 0F Foit N (I hoi? tATil.--If stoll fiori-
eigi ... i-.'i. tion oins a ll the stok (except qtalifying
slhines) of aniothlpr fme'ian t-tipi'titit}I from which it rcivys
dividndis in any taxable .vtar it shall be deemedi to Ilve paid
tile sfIi/. pmipoltion oif ;l,' irl'(tue, lt ar-ljifit-t. or excess profits
taxes paid by such othlie foreign ..O.I lPIti.aI to it i y foreign
olliltl'rv l to any Is,: . s.o. (i of the ITnilejt StItts, Iuon Itri with

rsipect to tie ae}lltml late(1 profits of thill coliport io frill iwhichl
sI-i'h divilelnds were pmid, whlith ile at...... i'of such dlividleniwds
I , ,-I'S tI o Li I ia..... t (I ... I atCC llllllcu ltlated pl'ulits"
) (f CREDIT FOR rA X ES IN Lr or IF :I I I M, T I t. .'Ax's. e Olo

131 (rwlnting to credit ror taxes of fureign -ouLlt I I-sad lsd'ssiotis
of thile Inited St(le,) is niil ... d b y ilts ll ng a lie IncI tihettof the
follolwiniig 710w SulbsPction t

Ill) Cr:) vr Fel 'lAXES IN LiT lUi 1 I(ME . LTAi.. 'xxRs.--For the
ipurposes Of this slctioll and sioCti' Ž3 (¢) (il) the tm .inii. i.tl.. . a IIr

profits. and excess-profits taxes' shill ji'lule a tax paid i] Iien if a
taux poiofile...... Wtmi rOhis, II1' t , xriss-]trts ot liwmi'e giii(rillv
i iiifsdt by ian) foreign toititiv or by. atry i,ssession of the Unittid
Stales''

SEC. 159. EXITENSION OF (CONSOI1DDATEI RETURNS PRIVILEGE TO
CERTAIN CO(RPORATIONS,

(a) G(Nnr '.: Ri t I i.. [A Ill LrIlati]fir I consolidlted i'lel'tis
of railr'ad icopl'ai..s i 1...trl. to( read as fo Ics:

"SEC. 141. CONSOLIDATED IETURNS.

"(ia) Imixl tI Fill C, ( N'-II IN im N Ext ES Is-
TAX IHRi--xs.--Ain irfilioal ci gr..I-o of t,(,lrai(,us shall. subject to
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tlie ),rIvhiosi' ot thls i, i n. ha' tI.he Ir iih ge I, f i iig ens.li-
nltcq i e,....ii. iId ?(i('S- i i ..... i the IX:L}AP xcii iii

he u.J),] tl(h (,Iliditi~dn tbat l., afltiliialcd'I. i 4[m1mp 1 } t (AIM { both a

,,tlIt, fo't tilt tax, ipblea Vr' ad 11 dIl cI Ul....atimls whicih[ i:d a.
tlm. t.ill'.g lhe axubI. y'.. f have lt ili~ll(bcls Ill' htf affilialedtt

,,,llikmog ;I )11Ihfdilb It~d uI[l(liWt ..... tl.l.' l e4 t....t I4 MI!I Ill' (oils dll

, hi... ( ) pIthll It lhe la d y I pe iIdi Ib5 ln for theI ilbig of
,w1), 1'qiIm. I ll, i)mkig f 1 collIOiiidtl i...iii.e-lax ii ,hall
INw t4olsidl~trod as gllh (..l.BP 11 the t:C t, ,f I 'o[rj)l..atiOll whitli is

a ,iemnber of the MiifI irted gtr mup for a frIIhcIitiQ pIri t ,f (li Oy,.r,
the ' o nil[..litteld Iclrn s shaH 11I lT ( ll iI Id II .lt I t ilii, , (rI lle I I olp..atonll i
fOlr s..Ch parl oif the yenr is it i a ...l. l..'.. ..l'fI tIhf Iflihal-d golup.

lit O.. I;sp if ii i'orlol)l':ltionll 'xli l is aio it i llvlit io thlP affiliateI
IohI..p ,ft Il MItrh ,1. 191I2. of thI lst taxable year of smutl group

,viihbi gins Ifoir April 1. I11)2....l1, h cpro(im)ti sIntall nlot e on-
silered a niittbeir if Im alibliain gIo l }pI tfIil(t'b tsMI ilncol(i-ItIX
I'll' kIIpkll'[..s{ for slch .¥ai{1 but "shall I, eo;ihldred Ia t.i..itbe. of
IM 1] g.l.. i ftr ,nolsolidated iXxi,--H'uns {lx-i III' l iitulr.ses for
sulh yett. ald thte collmsvt Imluired tit the Ilsi! of s11itil o Ipatioi
shall ]'elht only ti the (l..so.tbidated (x(',ss-protl-tax regulatimOS.

(b) Its:r uLA-~rn.N.--1Tlli (,OIBIpIHSIODerl. Wlith the Ipl-ov.al (if tIne
'I l'1tui N. shdnl l ,' , rib. sth' l'q',11 illtls 115 11tI ll l delll Itna3klt '

ill ... hr thta the tax liability of anN afhiliateI gi'op of (olpolatiins
wi Ikuilg (.11s1Iidaled t, c IT ioII'li (I V(+ fp]Ots Ix ,I IiIn, andI Of

I!;toh ('t It'mpta ill 1h1) gl1tip both hdulillrg i .Iaftlr ti, period of
lffi[lh iII. mI ; 6-llh liit .t..ir.1ed Il ..... it.11 0*COlpiutl (I. asscsste . COhlcted,
ani :IjljsIhd. illi , tI .111 .i.llhI- as ll eahll to relect thle ilcoflme- aeld
-X(-(ess-plts t(Nx liability 11tl the ailus factors IIV lIV for tlle
det(.illtiilOl of slih liibilitv. it]a in OI)rl t Ivii vo dae of
suich tax linbiliv. S1h1 ieguiatiois salit p icscribv thev :unolnt of the
let ope;ratig loss-, dedul¢on of Itah .. lt1mi... l', If tihe grioti which is

aittibutzlhb to l deduictilon allowId fo a' taxable year lfl'gillilg il
19!1 lI accolt ohf propircy considtird as dISth'Td or ( s'izd illiler
section 127 (rehaling to war losses). and tile lllo..1tl/.(.e O thIe i....O...
so prs.rib. d as a 4thIllftioll ill onil)l.illhig thie net incolme of thl
gr, I 'ot 'll lot be liiuited byv I)i Im....it (if lie ne{ ilncome of stoll

o(1l) (31tIATIT4N AND " AITA tr '1o A.--Ill lily case in whilh
totuiolzatd iiob olae, Dti... I s5 1 ]'nltuix r' n t'.... i:uL, or : to

b"sdi4n (b) InscQiho( ]ito I, thil las't iax .'ej.jihcd Ix Ia,\ fir
tIh fling ots. I "ch "i,("X((hJ I th tixeip ... ,(p(sd unild('r tti.i..

15 or S"etioll1 204 shmll he ilLt(oasedl lv\ 2 III-r ,t-lmtli of (he cou~i-

{1d IIfo[il QotIO 't"oI So tI,'(X 11[t intcolint, of I he al ih ited I grIp ofIt iIlIh,]-
ihlh, .hi-.iatith,. Only .ne soii, ic e.n..Ii . of s5( O0 Irov id'd
in set't Ti 7 1 (1)) ( ) shial lit ll, e ioi-t hie ell (, :a ll I i iie{I gl'oup
of (.o..].kl-lIiohi foi th* l)1...[)o.es, of th, Ox I..l.ose(d byl Suhllaphtr
E of Chapter I2.

"(d) 1h- I IuI o IX Xr IA 1 (0 P.A'- Us 1 ill Itis section,

It' 'Ifllilh t'ed 2rohIE) i''til OI<i(' I ... '] 'e ils Of imihidibh, toipora-



Jions eI0) ... '.ted t}Dough tstock OwlnCIS}ip wVith aii Comllono patient
Corlli'atiol] wi I,' is atll it elulibl,e 'ol , I'tMioo if-

"(1) Stok poss'ssing at least 9a per c it1t11 if Inl vol g
pWPl If all]] 'I hses o(f stock lnid ait least 95 per ceit llil of each
class of the nonvioti.irng stock of (al, of tile inluldibihl i:oiola-
lionis (uxtpt the eolIlUiot i on kitullt corOelIlPil.n) is OilCl d dil(1 ly
by Ill1' or l)re o( f the othil ilblelll em'pol)ratiols; andl

"(2) Tile CO..i.lllnn)li plIlii (orI Oliation 'wlIs direl] i stook pow
sessilng it, least 95 pelr Ie tll o.i .f tile votilg power of all classes
of stock and lit east 95 JII'r cI ltnLi of eacL ulags sf tflb IOllva-t
ing stock if il least ole of the ,thr includibe C'otporatiols.

As used in tis subsIcti0 1}. till tei'1i .sti(.k' d...s ilot inclulde inonvot-
mig stock which is limined ud pr 'efird is to dlividend..s.

"(e) DEFINITION O' 'tnhiE (',,ltriur .- As aii it, this
section. the term 'inciulib[l ol')... atil 1yi lll.l.S I lilly I'lirl ion
except--

"(1) ('rporahtionis e'upt uner' st;(tilon 101 from the tax
hiposed bli this (Ihallte'.

'(2) 1lnsiirari't' ... I... lilies 'iibjit to) taxation Illder sectioll
201 or 207,

' F(3) F'reign (ta . l'atoll .
"'(4 (4) p1nn eititil to t Iiel be.illits of setinal 251, by

,'e!,mOi If cIc ',ivin a l'1ll[ I)e.t. nil ag if their nlele)tl, front
StwilI eh witlhin pse-im'fst)flle United ~4Stats.

"(5) ('Or[o):ti Atis organiied ntidrii thi China Trade Act. i922B.
"(6) Rgul-tht'd iml4,tlillit mpIIiits subje(t to tiax II..Illr

SI lIlhm,,, .le. Q.
'([') I t NtrIrrLF I]NSUIIAN'eI; C5I~ulNlms.--l)espitC the provisions

oIf [rItlgma1h)I 2i2) If ulbse etion (,), two oc iuolo i.orh noesti insmlamle
('ontp!)llies I!arh of Ahich is suljc'l 4, taxAion nit, till same se, ticti
of this (chapte' shll tb C&IsBidl'ed as icwhjlibl, (,r 1 .or.atiors fortfhle

,purpose of Itl appic'iation of subs.ction (d) to such ileInillnee
(olnlpallies 11]110.

(g,) SI .s.i.I. . Fr V i: i 'To (..~,... Wi~iNi FFo mirro LAw.-Ill tile
(as* of a donelit K I'ol ool'atioli ownin1g Ir' controlling, directly or indi-
rectyiv. 100 ,'' elt...llI of the capital stock (excliusi V o(f directors'
qniatfying ar f) of a l' poritln( >'gt..izetl under tile laws of a
,'outi lI..)I.s ftivgr tolluntry arld n..aintaihid soll for' the purpose of
COi ii ellllX Sx.flh the ilws (o4 51ch 1o(ntltIv as 10 titll( aind D rl[)tqlOli of
Irfq~ertytv sub rfoi'ign cmrIpon'etlqi' UnIl' l {lto optionl of the ¢nomes,(if

oiion, be Iltlhe f 1r' tiip ]ii/o t fcer thi Channel and of Slub-
hapte- E (Chaplet 2 ,s a dome(stic (o'pIiati4>1.
"(II) Stusi'rNslr, OF Il NNINP tip S'rAmTrn' or LIMITATIM>N.-If a

Iloti{'e iundr sect iVt 272 (il) ill resj'pt of a defi'iency for lill taxfble
Vial is I,6i1d (to it0 ,Ii'.t linOlln, hil SITllp1siOl (If the Inr1nilg of th]e1
staute if lim li e atjns privided in ,etiru 277. shall applI in time ca
i)f mp'ovlmrltwi* with which such I'[ll....tiohn 1a1rllii a 'cons.dlidante

;{i) ArTICATION OF INw(Nl;I AN! I)Di (l'It>NS. IiF allocation of
inl<'rOln .. 11 dtdlleti<n of Irltted tIades ... alwS]rsses. Sle ,etioti 45.''

(b)) 'xN-A MI;I',, TN] A'u (COfl),n, ollNS.-S'' ltoo 2 (Iehlting to
0oil.Žoli(Iat(d in(oIl..Ž ltax rettis of Pn1 Amn'icanr t'ad, .(. iT lpolmlti)JIis)



Ipun. L.w ?a.i

'hall iiot appy v titl espvt tot I an) Itilhe year beghiing after
J)mcbnler II, i9L.

(e) 10OHI:: C ((IRIloRATIONS. Sec io 23$ (reliitinrg to dlenial of
aliUivi..on of foreign corporaltionls) is repeale .

(d) SicTr iM 251 CtolPOrAToN,-Secttim 251 (i) (rteltini g o tiejiia I
of atfilintion of section 251 eorp .r.ations) is repealed.

(e) CIENA ' TitAiE Ac' COR ItATIONN.--Section 264 (relating to
deonoi of affiliation of Chiaii TEpadel Act corporatioiil) is iepeild.

(f) CROSS ]lreFrIESOr StIti(on 52 (b) is alendeOd it irad as
folhow s

"t'!) (m'Ioss REFERirKE.-F-Ii plvls11{li 'elatinIg{ tlo cnsoidt'litell
iel [i.s. ... SOCIIt i),] 141.'

SEC. 160. ALIENS AND FOREIGN (ORPORATIONS TREATED AS NON-
RESIDENTS.

(a) 1i ) : ij.I 14 (a (1) ({letiiig to ithiiliiing o(if tax oil
Frw..tlix fre'e ....ptit bo. ihs)s ains. l . iv tiking mil

"an ... huit hivmii, aov ollie .. )hlii: o busihle i It letIillo whe"ver
(I'c/Irl'fim tliirein.

(2) Si'ioti 14; (b) (elhting to withb.ldig of dth tax al iI,
0O011 1 oln iToni(sidetillt allielS) is anlile[ied [i; s iklgHh pli *tI1 % .ii.i
h'ving }lli iy O'l* or place of bIliIiiSS tl ),riik'o slriki % ou.t."I
lt Ihin lilt fln ie ofi r ]irfce (i llS thereln'. iad by strikiig olit

op olth pH oflite or plawe of iHi~ therein
(oi) St0' o it4 (ml twl[ It)g pi I [..iii {if fOIp /lJaiU li{ ]lB OlD I It

tiii e)l is ii.....led bv stlikiig ott sand nHt Itlig utll ofil,,, or

rpt to tie per(iod bhii, .iniIg w vith thi te'lh ay Ia lr (ile( dale of
Ithe m1atoftit of this Aot.

(b) Secto 14 (c) (reltiintr io t, .. fi.eign ,lpoi'tnl ilo is

1) ,vy striking opl iii miiialpI, [I) Iolnoo[ ".r [an :gn
ollie plail of bulinmss tn Ir[iii. and

(2) bi sitriking oilit ill ) iiLg naphlI i2) tir*, 'lli.l. [in Ial
ll .fice 'r place of busimts. ther'i ini.

I) Setion I 1({) (:i) I I relatlimn to ll *4, , If.i,. sLJ'> : ftlh
United St:aes) is a ... l ii Lv [ i[kmg t -Il.... I ...pt [1,[i] 1 r ill,
or' pai( if btusines thph ijI'.

Sp'dttuii 2111 (d) tlatiig to ..e..tlhms .. f for('ign .o'p~.:.i
tiols). sertioni 211 (U) u'eating to :l Iulhtndeiit alipn indmiiduall).

1(0) (re[:lhlg! deihpwtiIms ill 1 <he (4i of dtiq aInd dome4Utt
I i'iLit ioollS eitlIli tled Ihilt I/tB ll'its o r >*ti ,ii 251 ) pI' 1i..ltt..l ld bV

>jikijopr (Hit -ofi ,liaig ;ill o(fie ... pi['[ {f Iui.. nss th~ieir ' whliever
tii' H ntlg tfhlP"ii.

{Ie Meeioa 211 (a) (1) and siction 211 (() (relating to thte
i .. sition of tax oo ti.p.i.esjld(ql d '1-) .i... slIioI[ 2;11 la) (rI0at-
ilnh to fie itnhitisition of tlx . .: ].[es],it&em flig! 4oplJailionlls) art!
auit'Ipld Ik strikh ig ("It 4a1nl lld hlavillig }Ill ot ' il' >Ite ilof ulsil e s s
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(f) S,,ctjoin 219 (relathlg to on1r.idII't it]ili ii tlibtqrs of pairtIner.
sliip) is anuol(nId'I by striking (Ilt 'and -I s lotI'lg an flne or place
Iof Iljess ]' ] bitlin te nilUnied stayls if tlie pai'tllt'hip of whith hie

I lil i.ebel bas sinci] an oflc. or plal(ce o Ioifsfli s".

SEC. I61. DEDI(TIONS FOR ESTATE TAX AND INCOME TAX OF
ESTATE.

(t 1) e01:It: i)E DIUCTIOS 1)N:l.--Si. i 162 (relating to net
income of staes andI trnsls) i. tIh d.l..d by insertillg tit the end
hemtof the folbwing new subsectionl:

; (eAm... Ill..tS allowable un1)e' sction 812 (b) as a deduiion ill
colil)I it ,gtliI( lBet esilate of Ia deeet ilit h alI inot obe al toweld ias a; dltehic
tlo ittl-ml setction 223. ex, (it S.ll.seb(tioh (w), in complaintil the net
Ite(,tile (if the estate unlest the/e is tiled, within tie title and ill the

aIlllt"i tdll form ])'ctisil/ed by t]1 ('OllonissiolnmOr, a statemnent that
lie itets bave not be1 n I ii ..blihll.d ,f a l)Old ilas ded..uctions under see-
lion 812 (b) aria wtiver ,,f il right to have sulc items allowed
at aiiy tiol as (deduction t llS t eid st ltini 812 (b)."

(b) '[IA xL.t Y¥:le r ICI{ A MENDivE-T AlIpI(AVALP,--Thl
ITa...dII...ll Iillth by subsetibm (It) iliiofal is it r'elates to section 23
(;i) (2) sbdl Ib applicnabl, cith Irlsect to the salle taxable yeats
till lite salilome ,evtlue laws 11s tile ilil1iedlrtnts IiiIade by section 121
(relating te non trade or[ non-busines, dcdi.tions) of this Act; and

thlie oler prolisioins shall be apjlicable to taxable years beginning
after Decenlbin' 1. 19Q1.

SEC. 162. PENSION TRZUSTS.

Il EmIIIIN Ol i lit -l'---S'ction 15 (ela ilg toI emlployees'

-SEC. 165. EIMPLOYEES ' TRUS TS.

"(a) IrExMIx IR.im TLx.-A triusl f.illi. g part of a stock
h/olmis. lenhba.ip r profit slutliig plan of ill (nl.loyer for the extiln-
sivi benlefit uf his e.l..l<3)I'( Ior their bcnetk:ifimso shall not be taxable
t mike this s;i l ....n.Iml .i. othr' poivitioln of this Suppliement

saIl apl)lv Nlith pI ten to, stiuth tlirust or to il s benefitiary-
' I) if nItrI'bt i. .ri4, e Iltirae Io the trllst by suctth em ployer,

oh VYpiI} Xns. hr ,ntli. bin th' )itf ..os of distrl tillng to sIh
em .lol..s or. their I.,n.ificiris lith I.piiFes anld i{Zle of tie
fiand ,,micnn.tlb.t.tI . n t hlile Ifs i, JI4t:tHI with such plan;

"(2) if IndIer III, trlt insttlriull.lt it is iilmpssible, at any time
p 1i0u' tot li isisfitctio, of all 11I llities wit It lespit to eallpllotes
nd tin.i blclltfi(iilis .. lnl(1 tlhe trst, for any pat1 of the corpIns

Wl' ill:lome to be (withi t ahe taxilIe year or thereafter) used o01,
or divitedI tD,. J)prpls o(i i. tlialnl for tlhe excllsive benefit of
his r....plies or their]'.. bcI..iiialis:

(3) if tith trust, ot two or mmOle il'rint,. ir the 1l'lt r trllsts
aI i. aninuity plan01 or plilis ia designateik it d hy ihlr h iltilYtl IS
eoltistituitig pirts of i [iilla ittchl&d to qullliify .ilder ilhi sub

"(At) 0 per cennttim, or1 11 (f ill Iib, plnj[bytls. or 80
ler ,ritt ltl l OF , llr(In' 01 al l t it I il o , t s, whI Il :... eligible l
b...fit utilet i' i';li if 7( pit ciit.. i .. or .i..r of ill tle



e ... pn m-i h,- eli-iob, To 6be... fl .r.det (hs pa, exhiin

t II ~1a Ini in]ninn pe( r r)srilId b]y the p1a[1, IIot exceteding

iite ;elis. eploylivi %1), (-tn] eam)o¥nt is f.or i.ot
ithe thIn tIetlkv l%)ILVtS it) aln on)e wict kanPd tenillov!Ys

xw.hos.e (, lil(iuamr PiI]oplAIf lhl is tfor noIt 'nole(} than five
B .lielh I1 4iiicll aemi iar vear. or

-( [~ -it. 'iPqll{,Vve%. ... f1 Ujif,} ITTqlf (!t' t lnssifi(lhti( i stl
II ~ IJ% ill ,qll r ... . J'OlHhId bv tlie Commiyiissioneir not to
hi*,scrI mifl1ato'v Ii I\ odI t..ei. dloees alm are .IfPces,

]dm].!hqs. co perons %}(?tpncipJal duties consist ill
dllpVisllg II('. vo1'k of othier ei]plofyees, or highly coIl

"(4) if 1, ti ... t.buitiois (A bl)eilil p)r~idea unlr the plan
{o} Inot tif]Cvl'loliilltil ill f'a vol tf einliIldovees wvho ire (flicers. share-

hioldei'i peir}sons M , la< i)rhlipaill dlties coliist ills suipervising
Ilh work of olhrl tnllllIees or highly cOll .l..ls....le epllinoyees.

"(5) A elas-itactio hil nHI i o{ be todllered discrimitatoiv
wilhiit the meaning of paragrni~ps (3) (IB) or (4) of this s.l.
soetion merely beaunse it exclules mpilIolv,,y thwe whole of whose
'enlmiat in consittitutes 'iges undeIr s(etioll 1426 (a) (1)
( lt ltilg to ihe (l F eral Insim1911i1i(t Contrii butlions Act) or merely
ber'ausv it is lititeid to stlaried .' clerical employees. Neithl(r
sliil a phlan bI onjlidffenl disiminitoiv within tim mneaillng of

illc'h pTovisions ln..rely beeaille the eOIlo)tioels or benefits of or
.... behalf of the lnh)olo,,es iml,' the p]il irnlra ItInlifOlrnl rtIah
ti,nship to the telal compl}iisati.i..l. or the bashi( or regular rate
Of ColIl ) tllaien, (Iif sich empmloyee!s, i' nTerelyv becamuse thle eol-
ti'rlitillos o0 Itliti- fil it ied ... tbmli /ilt of *fl tpnpIoyee(s remrn-
nelalion whi l' is exliued from 'wagesP by section 1i42 (a) (1)
diif[r f]om the r1nt]ibl ions or bll1!if/ based on employee's

I'etll onlt tloit sol ttxklil .. ed, OF difier because of anry fetilre
II... [(I benefits r(*iate] iuidr ;Itate eIl Federal law.

"(6) A plan shall be ionsidere al .i Il..eli ng the requireiments of
mittgraph (3) of this 1ul1t'i Oil rhiirig thle whole of any tax-

able year of tlhei pia if Il, In dni i, It elchI lullirl it saisfied
iichi reulienlen Is.

"(b) TAXXAilIrtY MI¥I,-ltNlI .\ rt I aRY.-Thel ;11n0lt a(itually distribuled
ot nade vnflable to aiy diijbliite }), n r stulh trust shall bh tax

ublhl to him. in the year ill biMch so diiilibuled or made availabI.,
under section '2 (b) (2) a if it Wce, it, nimnity Ill{> consifiation
ifor liil:i i tlhe aItll nlt ((dlibiti d I... th h .ribo . except that if
the total di~tihitnlL{s p}Iable whIh res to lny '?ilt eployee mei
piid to the disi'ibutc, /vitlhin (P110 hax;d,1' eal of tim chirtiibuh* o1O
;t;'Pal~lOt ie Oh, ,...oplm 's5 8el)eti{lPh ftEi the -l'riee. the allookkalt
1f sluch disi tblititm the 0xfiit ixi I't ilh the ialjtnirts Co4l) lidlt l

l) ie! employee, shall Ie, q(usid&Itrl , :r'inh frt..t tII slt], or I .X.... V,
of Cal)itl asli hiclId fol imitI }t1, (1 tmtlahis.

S I:'rm,< (a).-( ontibul hn tot i rimst marde bY it] ertlployer d]t-
Ig I taxlable 'v''l of tile eopl'Y'or \xihich I ... within or With fiax
, ble! aeI of IIe I wIl , for x hij'}i ithe triwl i nIt exemipiit under sec-
tiil 1{5 i() sOill thei ithiied i lie 1 ' 1 -h il,'iiii( of nil Iiplhyte



for the tII, tbe viea in xvhiic tie ' c.ItI i nliiution is made to the trust in
the case Of ;ll Pill )¥¢!e Ilo l i h.. Fii[ illthi s a ti intetn sicI cotlltiibution
is nonforfeitable at the t iie thle contri but on is nlade."

(b) I)EDrucTrrm NAovIi: EI wrxIYll.-Svecll, 23 (i) relating to
dleduiction for altioltnts pahid to iensiohn Itruts) s lanended to read as
follows:

"(p) (4NTlllBUTIO1
;

OF AiN EMMP LO¥i TO A N fEMPLTOYEES' hiTIST Oli
ANNU IY PLAN ANX (CO NE NSA TION ]UNDER A DEFKIUtil>1-PAYM k NT

pLA N.-
"(1) GENIIIIIAL RULE.-If contl ibutins arei paid by an o .. plovyer

to or under a stock ].OnllTis, pension, nltlit sharing, or lllllUitV
lan, or if coinjensati, .. paidll or accruedi on accrount of any

emi iloee uinder a p lan deitrring the receipt of sutch comnipensa-
ton, such contributioins or coimpensation sihal I not be ldeduct i e
undller subeetion (a) bil shall be dledlluctible if deductible under
s. lbsction (a) without rega rId to thiii ublisetilin, .ridler this sub-
sectioni bunt onlv to the follo;wing extent:

"(A) It tile ixlable year wIhelnt paid, if the cnltriihiitiils
itt a hid into a peraison ijust, andm if such taxible year ends
Within or with a taxable N)ea ir f iJe tlrust for vh ichI th{e
itist is exemlpt under secti in 1(65 (a). ii altlI aoll.ll.lt deter-

milinti is follwNs:
"ui) li ;liliount lIiJ inl excjss of 5 per cellntul Of thte

v!I1l 1)(]satlt] Othelwisl!e paid or itcriied lirimg til! tiax-
:lbe year to ill tlh eilplo tyees untdr the trust, but, stoth
ailti tii t imav lie reldled for fltlime years if found by the
cOlisiolIti.. ou... pelriodical Ixlamlinoations at not less
than five-vemti intervals io ,e 6 entie thn tile amioulnt Pea-
sotb]v Iy ru'css,;[r to pl'ovide the retiillinlg uinfulnded
t}it of pal aitd til'iii(et S iiwicw redits of all elpihoyees
under tilt plan. pills

"(ii) a!il emxle (Firer Ilt a im .. it lt h}iile tim u ,r

clause (i) mictt ssary to plovn' le witlh respect to all of tile
e(lillO}rs illelr tI tli rutl thOe riniining tunfumded cost
of their ;lv and rcurent servie credits distributed
as ;I lel I .nl..tlit. or a evel pertcentage of coillplSittilti,
owir t he I(lltliu a m lln g iltFiO ser vi e of eachl such eml..ploye,
a~s iteriimtl inlder regulations lueseribd by the Com-
iniiVi....r ith tle ahipproval of tile Secrtary, billt if
Sith rel....inin', uFll... iid(d <cest with respect to ally three

iniijidllals is i1[hiti tlhui5l i) plt' ctntiiin of such rellining
ifiiitll t cost , tile amounlt of su$lh lnflunded e ;ost

iattributable to such indibinails shlll be distributedl over
pa Iiod of l t leaist 5 taxalle years, or
"(iii) in lieu of the amounts allowable under (i) and

(ii) above, an illiuOllllit equal to ile nor.t.mal cost of 1lie
Ihts, l (lettlmiiliIeil ul/dl retiolntillis ilepscrilxd by ihe

(',111midsill'l'h with tile aippr)oval of tile Seciettllv, plus,
if i c.t sPIV' or' othe t .-. i)le](iitltry }tiiSiO or annuiyi
(Ilfits lIe pIov. mld by thle pIila, an } ii olln£ ilot ii
eXcess' of 10 pie ntt... of the cost W lihiich w,ll I be

eqilred], i) .i..ph'ttly fitud] u. pld'htise such pensiml
of }inltmlt 3 (ledits ns of time late ilu.. thtvy al inclutled
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in the lati. as determinedi.. under regulations prescribed
by thle oiilllnissio rC. with the alpj)roa of tile Secetary,

,exept thatl in no case shall a Aediution be allowed for
any amount (other tihan tile normal cost) paid in afte,
suil pension oIr ailu oitY credity itae completely funded
or Jpurchaised,

"(iv) An i ail.ounlt paid in lixable yeaLr in excess of
tile iloiiolmt dilnetilie in suc llvea r iidei. the folr'goilig
limitations shall 1)e ddluctibli in thile suiccl-diii taxable
)eirs in ordel of tiime to the exlent of the differeinc
bietween tile mIiount paid and ledurtible in each such
suiceed ing year and the maxinmmn anlvont deductible for
such year ill accordaince witi the forIgoinrg Ii itations.
B() ii the taxable year when paidLi, iil anll AlOI .int deelr-

miie IC in acol .. lanee with siibpa 'agra t (A) (o tilis Jalla-
gra )pl if the contriibutiis alie laid tlward tile purchase il

ttilenmlent a I i uitisO an1d such purcliase is a part of a plan
hiceh meet the re uireuomenits of section 165 (a), (3), (4)

(5).and (6).and if n.funds of plemiilms, if aylly, r ap)li(ie
with in tiln 1 CIlir /n taxable yea (1 o nlext scceedi hg taixable

tai r toWnl'd ti le, pchlla eof s...h Ietnrenient aninuities.
'(C) In the taxable vear wI"hu paid, if the (",Iribmlions

are paid ibto a stock t, lsa {r prlllit-slbaiin orust aiin if
such taxable year ends within or with a taxatele Vear of the
tILL,1t with i:s)I'C to I, iwhlt tiL t I-LtI is exenp t Indle I Section,
1I5 (a). in an anlouft nit in xcessn of 15 per centuin of
Ihe Coimpsiatioill OierlPl" i paid 01 acrult 1d dinrin Ihe
taxable .year to all e.iployees unlle, tile stock bonllus
or plr(lt-shami.g pllanl. if in anly {tiIuli year begilning

ftqer T)tcelber, 319, 141, there is p[li iintothe rist, or ;
S ailliar {st the1 in effect, ;..i.lltin leSS I hil thi( 1HYiOiils
(lductib Ued tiidr he pr-ceding seitelcee, the excass, ior if i1n
amount is paid, t]e amtotiLnts {deditiblt. shall be carried
ftirwaid ,id bes deductiIble vhien paid iil lie sit(,eediig tax.
able yens in oid'e of time, but ti{et amlhint st ddltiotihhl

olte4r th.i sIntrlltie in amy such sitilceed.tiiiI t:axabhl viyar si, 1ii
I1(I1 exced 15 jir Celtium of l thite eomipPlll{ lion OlIrw
raidl (11' a"It(i' i uihirji Such sulee,(]dilig \l( I to tiler

Il~Cnficlri [
ps w m111er4I tile p]ui. In adldi ioln, alli amoilunt pia

i]ii tile S it a I il Yel bgiillyii, aftl, D){('cnJr,
3I, 1941, mx,,ss Of th( iliIo(ult ,tllowabid with resp~rt th
suitb eaLr und tl li Iple cdiiing provlisis of ,flii splibpir
grlap shall be ed.uel jitle in the sumeodihlg taxalylt ye.ai> in

(lIi f .I I . 1)1, b)l it {1i{ llillit so deductiblel IunI.er tils Sell
[4'lle in an. one [le, stiu(ediig {,t Xate V!rNI together will,
tit alllcint tallldethi under the fist senltence of Ihis
.l.il 1 ':i"l'i a ll Silill Ini t I x e({(l 1, I i ti li11tii (II tif t (.l. l p ,)(~
'iiH paiiuiw llald OF :m('[ill rlBnig SIi(Yl taxalhe VelSI
to t]ie IqitfiI rielli {iti tile pi. Thre IlrIi 'stock btmiis
or profit shail..I trust'. as nsd in this subp.ragraph sh'ill

ir0 I .h..td aam till, t &lgIil to .)r..v. .id, iNefts upon
.;,ifiln"t-r.lif ii, r . l Iioll o'f V an, if uinlir lt )lall

"th';llilSuds {,4 Ii , lOrilut byd li the pllldover cail be deter-
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limii!,Pl zdtuaril/ ab pr) ilh d in subparagra 1 )ph (A). If tile
cOnlitlibutiotts ale ililll to tVo or ihir1P Stock bOll.its o1 IlWOit-
shaling trusts. swuii trusis sba l be considered a singIe trust
for tihe purposes of a pplling thie lilnitations in th[s sab-
pai agil pit.

"(ID) In the taxable year when paid, if the plan is not
one included iii patgptoi s jAl (13), or (C), if the
elnlovees' righits to or detivd flroi sluch em ployer's Coll-
tribution or such coin pci sationu ale non forfeitable at the tin
the contibetin or eoniijeisation is paiL.

"(E) For tile lnprpses of subparagraphs (A) (B) and
(C), a t xpayer o; the accrual basis shall be (lemeld to
have iide a paiwnett oni the hist day of tie year of accrual
if the paynlctn is arac tiont of such taxable year and is
tnade within sixty days after the close of the taxable year
of a" cruan.

"~(F) If aI irn iat s are ded uctibl i e nlier subpa ragrap is (A)
and (C), lr (I) and (C. or (A) (b), and (C), in con-
nectilll ithi two or more trusts, or one or nimIt' trusts anid
anl a iniuity plan, the total aimount deductible in a taxable
year. .. i. er such tru sts and plans shall not exceed 95 per
citutim of i l cmipeiilsatioln otlierwise paid or accrued din'

tlagtill iaxtt j lir to the persns who are the benefiiaries
of tile tr u sts ' plans. Inl addilio, any amount paid into
Slhii trtst (or und.er sllch annuity pilas in a taxable year
btgin ing after l)etlvnber 31 1941. in excess of the aiIrunt
ii V, ]vable witb i(epCt ilt ic(l vL ie uidBer the e(ling

prvi ,,..s oif tills suibpriagriph shall be dedlltible o! ilie
su'edllr l liaxable y(ats ill order of time but tihe atlieimint
So t'idu'lible] ilibl'r this sentciene il, any one sucih sti((e(lirgl

islxbhe vim log hei wliti the allin..i.. Inalowable under the
first senetnlce of tdi siubpara alaphl shall not exceed 80 per

urtl f i f ie comihipeltnsiti m ot erwiso paid or aeC(,ud during
gils' tnxzalle veils to tihe beilelicilaries iunder thile trlisls or

}hnl Illiiil sbiiplragripb i sha ll nIot hlave tile etleL of ,relin-
tig, tlie ;imtlntl otheriwise educible under subparagraphs
(A), (BI), ud (C). if no eiployvee is a beneficiary unler
Iloe' thall Fiml trl,,t, or a trultl iind a.. a..i...ty pl lil,

II their is 11I Illal bit ,I .l.lill.( of IIIployCr (conitllulbtions r
toii .l.llll i .ii. l ti;e cb $ ' ,t of I Aock bo.lsi, pelnion, profit
,,alllg. or1) aiullitv illi of sIlill plIn dvflring tie receipt
of ''pl )i iltiiblln this plliagra]ii 5Shall apply as if thtre were such
a pl:m.

"2 I)Do:'It'iIO I[NDi I'FiOO INHCOE JAX AcTs.-Anv dedne
him) iiloabhile iun(Ier stilol 23 (q) of tile Revenue Act of 1928
(45 Slat. 802). or tim' RItevlile Act of 9032 (17 Stat. 1s2). or tlie
ltevei, Act of 1931 (48 Stat. 6901), .lidtr sec!iOn 23 (p) .f tile
lirevlenue Al of 1 (49 Stt. 1661), or thle Rvemr, Act of
19:;8 (52 Siat. 161), or tile Intrnal Coevenue ('de for a taxable
)ar$ btgimiiniig befo,rlJ, ..li.arv. 1. wi. it , b imluer stuch sctlion
\Vs applrtio,>m 1, 4; xin l,'le)il 1b, ..i.ating afr r .. dbr
31. 192. ball b1 albwtc( as Ia del uction f, the years I, wbich so
aplportiolred to tie extent anablibse 111(1![ such stction if it hlad
1l't/llied il fr]ce w ii] itsjt l sunlceb ear,".



(ce) Ium ir, }is1 Ax ;rime.-S,,l.e r 22 (b) (:ielal iihg to taxa-
tiom orf i i..itio is a e(ed by oinseilig at tie end tlhereof tile
foloimug la; stuhltprairaliph

1'(g) 1. .. pjllvos' Annlluptoi.-If an annuity Contract is
ulurclse(d by ctIillnyver for aIll emiployee inder a plan

wivh rePI(et In whICh tII e .t.. poVwrs 'coibl liitioii is e .u.. ti

bli Iodelu ectni 25 4Ip) (1) (). oi if an anllnuity contriloct

....I.. 1 (1 t (6) i)Ipi e s 'e hall h111dh Iin hiS xeIC1 11.. the

exctl,t that if thile emoplovee paid any of tihe ,m .. l..ration for
te inl iit. v the ali][vity shall 1he inluhied in hlis iil'eot as
piravidled il lpbl·tRag'iph ' (A) of thIis parlgrapht, ilt' oln-
sidiqlrii llo fi .ch I.l..iity beflirg ((lisideild tile IlliOli]lt
eontlributed bi Tlhe i .. inJV . I ll Otl l rtes*. if the
eln, h iye(s mighl{S iOletH' i 'a ontat act are iiollifoifeithh l except
lor failure pa h iiv p ftlmlti e)l p.illlll tihe anIIOnlt 'Oklii..tdl(l
liV tip' ... i.....] I.... fo[ 'I .. ,ilnnuity -lonirIlat oln or after Stml
rights lbecolme n/mfŽorfehlable shall be inchluled il the incomne
of tie employiee ill the yvur il which the anlrount is coii-
trilitled, whih ID(OIt higcther llot h :1i11a ahiltltl c)Ollliib
uted by the ieniplo ve shiAll constitute the oinsideratiino paid
fir tite anurilitv COlltla-t ill (deteliltlliilg Ilte amount llll f the
JriiJty e( IliirP'd lo be ichIdedl ill tie incrnme of the Žemployee
inier siblamogoaph (A) of this I...agiaph."

(d) iAXABLE YuAI A ill *% W lr I et AkI EN!I:NT s APPJt Ala ..-- lhe
ailwtlahneells imae by this ettoilo shall be applicaible as to both tile

'emploloyer all emipioyees only with ie-Je('t to tixllbie years of the
cmnplover beginillli g aft r D .(.. -itCi 3L IIl4, excep)t tthat-

(I) In the era e of a stoclk bilmus. pension, prolit-sharing, or
annuity plan in eff{ et on or bNfore ipte itber 1. 1,94'2

(A) such a plan shit] not becomie sibject tl the eqiireuirmnts
of section W165 () (3), (;), (5), and (6) unlltil tile beginning of
tie ifirst taxable Year l be .i.ningig afire I .)..cem.ber l, 1942.

(B) suich a p lan sit al be u Is dere4 I as a Iis-f i ig tIle req t ie-
llients of satxtioi 165 (a) (3). (4). (5), and j6) fir thle peiid

bLgioning with tihe beginillning of the list taxal 'le ear followi g
DI)eci.b.e. 1~, 1942, and I iii dnig )-e..mber 3L 1943, if the plan
saktislh suiich mremuirliilsii Iby D)ecenber 1:. 1943.

(() if tile t, e'ribut ion of i eii laoyver to srid a plan in the
elipl)or s taxable yeal begiliiihig inl 1t42 ex!lels the eniaixiiim
amiiiot dledhtible for uihi vear ulnle iection ;2Ž (p) 1), as
t .l..(!..[ld by thiS N'' ..i.l (lie altOWlL tti hduot ible ii stuh]I year shall
be not less thall t[[e sum (,-

Ii) the a..lmOunt paid io such I ixi}l] Ya'r p[-)[ to Sepitem-
her 1. 1942, amn dedc-ltiib lieu - se:i' lon 23 (a) or 23 (p)
prior to siowendni...t 1' llls seb, i4lnd. rd

(ii) wll respec t to the am..ant ipaild ill smh taxable year
onl 1' afIer Setl.i....r I* 12. thait ploportifIl1 of tle wIhllluit
lie(luetile fPr thu taxahl> yea r Id( selon 23 (p) (I)

ii allleqld by this ,-tItul. lhii h', Thle ii[ber (If llolithis

,t](qr Augut l 31. 1912, i lil 1tatlle ve-a bielrs to twelve.

(2) II lie case of a stuk Ibo.ns, csii i i luing or an/lity
pla l. t illto effect afi-'] Selimbei I, 19t12, <i-li }1 [ll shall be con-
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sidered as satisfying tlhe requirnmmilts if section 165 (a) (3), (4).
(5) aId (6) for tlim period bgintiing ,it1h the date such plan is put
lilt effect andl dillng IDee.i b 31, 1948, if tihe plan satisfies sech
reqiiuimentlit by Deemberl 31. 19 t3.

(e) TlIINIfAL AMENDMENT To INVESTMENT COMPAINY ACT oF
[lt0.--Section 3 (c) (13) of the Investmraent Compaeny Act of 1910 is
anmended to read as follows:

"(13) Any employees stock bonllus, pension, or profit-sharing
trust which 'meetIs tile cond itions of section 165 of tile mInterI
Revenue Code, is ;ts llldledd.'

SEC. 163. LIFE INSURANCE COMPANIES.

(a) Sections 0O1, 202. and 203 (relatinlg to life inslu5'amn coca-
pamies) are amended to read as follows:

"SEC. 201. LIFE INSURANCE COMPANIES.

'~(a) M1(P0)IT'ON oe TAX.-
"(1) Ix :ursn. -I'inu, shall be levied, collected, and paid

for eaChl tlahise year llpon tile adjusld nor. inal-tax net inenlen
(Is ldefiied iln ,dli.on 202) .and lupon tlhe adjusted corporation
surtax net inmeli w (as diinIed iin section 203) of every life insur-
anlice colpany taxes it ihu rates provided in section 13 or section
14 lb) and ii se(tim 15I (b).

"(2) lfaEt-WN LiVe iX R N(- co(2MI sN:si.--A foreign life in-
s',ranee ('o.n.. carning O.. a lile insurance business within
tile 1Uhlied San>ls if wiih lixupece to its United Slates business
it would qualify as a life insurane oemnl}aniy under siubsctiojli
(I/ shaMI bhe tiaxale in tIha sameI. 1 .nner as I1 dometstic life inqllll-

Rl.llp eoltlaiv eexept thtl tih deeternlinations necetlsary for tleh nip* olStf I lliv lnipt~r shail be loide onti te ba'sis of the inflate,
/l' sbtI1~{ 11en-.. 1ss-el s, faliadililfiesi i{ in tphted i i tllu i n luInal state-
minet fil' thllt taxalle earx of tlie United States business of such
,ollllll oll Iii forlll approeoed for life insurance comepallies by
the Nit1onIlllI A..s.)eii t lii oloill.liCe Coniinissione's.

18{ 3 No I NiiLED STATES IN;ASNCE It IIls i S-F11o ig11 life in-
sirtle Cmllij)iii It (allrie ing l Iitrin Oll itol. tile ltistie$;s wlithiiL
the Un/ited States hall not be taxable unetr this section but
shll] b/ e taxaill i o he fforeiit folliiollI..at lls.

(b) I), tiN INri N o? Irr I NSmHA (N] O3TpANy.-Wheln used in tihis
cluaptetel. tile tern 'life iltliTtilc(e JlolYlpl i' .... tllS losit. h'l uI,-
pang whliichI i ga d in the tbusiines of issuing life iisIttallee anud
auIi o 'it y ract either sptaleiy ol ombined with health and
it:lidtfnt ilislll'wlle),0 o ir 11ll 'llalbl ) t oniacts of health and acei-
dent insutraine, laitl th] lif i llu IiPwC reserves (as defined in subsec-
tion (e) (2)) ,his unearned Irint' u 81 a!d Iupaid losses on non-
MlaneI I, l liefe, health, o1r aceient poicies not included in life
oiullfllI(fe I'eXl' S. of which eot 0ni'ise 1ilo', tfi ou p0 ple molit1111in Of its

total fl'sIl es. Foir llhe piil'os of this stulstectiol. total treSeves'
mielns life ib;iisiuclie r'trV'is. luiiieafield Jiren. iiiiii l.lId . linpaild l,se
Inot incliell ii bifc iil-ill, I iiic iese.l't.s. a.tid ll otllt: iliSlij lice reserves

1'(ft llttd! bv livaw. F Iir I xloml, V.... S, beginning after l)!c,1unber 1,l
1913. a buril or ... emtl uitneit il-Ilrale(' i{ll, )iply engaged directly
If the inallnuftictitITc f iltlllltal h>plipes or i ,trfritiiCnco of fulneal
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services shall rnt be taxable ondeir t his section but shall be taxable
under sectiom 204 or setion 207.

"(C) O I:1:R I)rFNI'rrtON S-hl Ithe le of a life insuren, 11,11ti
pan3 --

(1) GROSS T n .Th. teln g1 o..5S fllO ta1 the g o.1
allolmt f ilCneol.e rseeived diluiii g, ti£e t;t xlb li year from in iitere.
dividends, anll[ 'eil.

4(2) L IMk INst RAX(E 1l sy11 I,-'Irl tril 'life insulallnef
r'4'PS' Iralealls ii.oiit, M '( (lmit)Iil}itedI ,f estitm.ated on tilhe
b]asis of reognized ..... rtahlty nr IrIbldil y talles 11and asailivt
rates of illte..s. i, adl which ille se(!t nlde ti, maitr or liquidte.
eiher by payiyment or rtiasullrmwlicit. u1n iip llacrteid cilailsm aris
ing frlmil lif ilSillhiane, ;111it 111v.*1 le l..I..i ellalo]t Jtl eall i1and]
a(c(itfelt iIS'tlln(!e ctOiitiqi'S (iiit~hlling Ii lfe nii]al[v£ or annuity
coritrarts mIy .... wiF ... ih IlOlalC/lbn(Hable liltlh aIlt d a cidPlnl
insurane)t involing. it the tillime ith it 1,I which the
lI'&rve is clmiputed lift. hielith, or accident tointiligelmiiis Such. 1

.liI, ] itlaie 1 'pcsrl'vee (ito[ i, Ihe tas, of jieien CoverIIIl
life, aht ind lo(idelil ir lvr llc CObiin in on, policy

,ijued oil the weekly lOililin pinellllltlL plltII, Clnillnuing fr
life and not snbject to cameiliIrion aid e xcll s lellrafurt
provided in the calst, of ,ssset life iisaIuifwot Ilitist dlso be
rlquirnld by law. hI tie case ~f an SS , life( inl1Iulllle
C<Oitpii Of .s..).:i;.iiaoiio the (crl, Ii iftl[t'ane lj(eysqes 1 inicllIde-
StiltI azctually deptosited by s u ch (il[ipany or i sociation w it],
S!illPI o L [4itoIia] olleI(s pllIJ;t'lt 01) Iam t1a, guIttiiiV Oi
RlllVi fl.ni s. Il.... Il a fuinils Iliiiiiailed mlli(ler tile CliteI or

Stt Iii.s....iini' (ilmiil I~o- o of ",Luh (!itlplrtl ofi issocioion
eXlltiSi'y fr' the imViht of lai .. l ariing 1 l 'cetiflia*.,
of Illiilibt'ishlp or policies i&l4ed ip)... hU iSssehhlen 1 )]al all]
niioi uilji.t to a.. ((her use.

It iI iS111c, ['`(Ive plts pr ] lSit if that Iltio of n littl] f Ih
'esiv{ Ils tl'e cIoClo)ited oi at plihniomry tel'i .. tsi,.

(;) RNIViiRE EAlIxNG;- RAi/--l he 11 ;IV { Im s l'

}tlinlls a ralt, {onijNid t loV addli]hg 2.112.5 iri ..... lwl (65 ple,
(i,11Ill of : 3ij pe ..itii ) tO ;fL per t(Htni, of tiieai VaIge

I' oIf ilIieIs }SI......d lt c.)h1.l.l.. iilife il,-IaIllke i{liervli-.
SlI'h Ivttig , ;~e t!dIl be 1'aliibted 1)\ N mulflijingr en'h
aŽs nl n'I r al (if ilttoeret yi tit,,i VI...[,, ofD h III t... iii of ti,
:tdjisrted l('erkC$ ((ltpubI at fii.[i uite at the t'gilining and(1
eiHd i*f t1, I tl)l, vteaii iid d iitidin tlh I.. of ieh /idaitt yV
fihe mei of ,Iw iAtld :djuild e(*'ves it thp el1 glhlmiig 4111d
ti j. f the Ii x)hI v,'. I.

"0(') Rb}3,10 F FO I;IlFiIIFii i)iV[D)lni.--1 II'tiii t e(,rvi fop
defdli v f dixenId no, ls i..i. i.ii.i. Ib] it tie tId of thi liah,
vil i's a reseire for dividend (tInt' thlaln divi{[ltl payviable
ilnlhig tin swar J'l.oth ng ih u thxlile aear) itht })l~yinetI of
vhi('li is dtliirlqJ4d fI, rq'iod(df 110o less l1 li[vf velln's firn,
t h .h. .f lic y oft 9.-4

(A) All iittim4 piid withln IIi :,xiJld V',c o1 iiidebt-
ednclps '

(vmfept o] ..1, bIt;I ...... H' i l l t 'tip I O]I ¢¢oiil iltled/o paor-
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chavls of iriT¥ ov .i.. ticns (olther than obligItions of tie
U;nItd sti th', + su(d a ter ISp(eInlibe 2k I 917, and originally
stubserihedI for bv the tin paler) the nilerest upon which is
w1holyV tNxeqpt froni taxa jolt undel this tLpihr, and

"(By) All fll...tunt, in the Inatiue of ilnters, wihether or
not gtuaraittedl. paid within thie taxable year on ilnsurale
or ltlllilV (t&71tlt'is (,,I coll.trtS [tisilS out of nilt'allmc
or axinihtv cotrllts vlhih ]o not hi e it .i. time of
ipa)prllt FIit, haialt, or ar'cidt .it econtinienfices.

'(7) N. yr INi OME.-TI)i tel I tet i; c lonti ' means tihe gross
illC.....e ],!,--

"A) Tax,-fre I terest. -The amount of interest receivtie
during lie taxable yei which uinder section I22 (b) (4) is
exchlecd fro.... gross inlw i

"(B) Ir ltlStlllt xe p0se-.......--lIivstent exp ,nIs paidI
dililtg the taxable year. If t liy geeral expenseS irle in
part asgiiin1it] to (or ld e ii il InI t ihe ilII lit fxpelss, tle
total ,eitini umndr this subparagraph shall not exceed
one fourt l l I t(per celntliu o tile rneiln of tie book vul ue
of tite ihrested a,,ts ]held at tihe beginninlg and iend of the
tIIxable year trils Oln,-fOlrthjx of tile iaj.O..tit by Nhiuh noet

iic nli. .. Onil.l.llted withunt a,'y deduction for invstment
exe(n!es anfoMed I by this ubpnr'agraph, or for tx-free
hiti'rest allowed b}, sul)priagrap) (A), exceeds ,:}: per
celnllin I f t hei book 'aIue of tile Ilifril of the invested itsets
heh] it tihe beginii.iig andi end of the taxable vear;

"(C) Rea Istate Expeleles.-iTaxes lai o(iier expensies
pald du[' g the tablet year exclusively up)i or wilth
rilejCt IO iCe rml 'state ownaed by tie coniupanly, iot imlud-
itg laxs *1nsese...dtl ngali.lsi hI.al lbr..fits of a kind tending to

in-i ,ase flte vlliie Ot tIe plopeity atssessed, and not incluld-
ing aiy nip..i..... paid .... t tor ilw buildings, of. fill J)il'rlit-
mill.l Hipim'..tsor O tbirnieits aIliade to inerase tilhe
'ia l, o ailly O)t. the deductlon allowed bv this
lI,"g } si be allohwd in il .ase of thxes ilp o.e xI
u1 1 )ola s[ hleholder of eoIJl )til, tliio[i his intSes is lsha-

,hlh'~,. which are paid by tIn. coImIllpany witlhout reimnbuise-
lBqt1 fpo, . ilhe l I..i...oe. , bI] t Ii SuLIt i1'35 nIO il diutioI
sIall be alliedI tie sharieholder for the amount of sucllh

( ) Dci)reciation.-A reasnable ailowati es aspro
vided ill se(lion 23 (1), for the exhaustion, wear and
ear, if Irpeiy, includhig a reasonaible allowance for

,),ohel, nqqc,.
Ob(()I"(4) RxNrui V iA E Of RxAr, Es ATE.-'.le dedt (I1 itt II I el sub-

sec'tiln () (7) (C) Ii (c@ 7() () D) f Ihllis seltion il aeco IHit of any
Yea] estate o;ultl, !.i.. I ... (:iel ) in wiiod, or in pail by It life I/sur-
illr 'Oll)/aIy. s11all Ifr ]imited It all .i1iit, which bears tile saime

ratio to suci'i detic (ion (ct..i.(IId witolut r('igad to this snIlctiom)
itas tilhe In1tal v1alue Of the s[pac, not so ocicipied beats to the 'ntit;ti
vali , o(f il e tire t itrol)( Ny.

"(,) AMOwnuZAFON (IF PRiE[[ M Al I ACCR U, (pI
gross income. tihe ,IdhItIIoni jilovidt([ in ms'0 ioI 2°01 (C) (7) (A) and
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thle! e retilla ovei. Ialln I(et iC)Ille! il) Fsetiili 26 (t) s, hti ] ,ht be
de(crased Ilhe { tupr,; ia[ , a .. oi.rtizimli.... (of )I'plln.iullt ill ill(arvas,,
l(l l hel p p lriprat, litial of disCOl llt itti itable to the taxable
ul' oil I.u.is. .. o. S 'lhitips Or blI evitti ((.p!.s oIf ilil(l (tJe(iss

held by a lift pISIIancI, {nth[lany. Such al ... [IZiOII flted Tumiutl
iaihll e detrmlinild (1) iiI acirdzmle' itth the ni.t.l. d rgiilknrly
employed b[ .... ih qI .... Iy. if! s],uch mihlol is reasmonable, :dil (9)

ii ll ohler cas'es. ill iuCdan, with regilahlions ; rsc'ib.I by tihe
(hli..is..<(l rith The appI.a v if Ilhe S;e<'tcfwr.
"(If) I)oT. I[)DTul' :rTo(NS.-Nothilig il Tls section or in sItI(on 2)0

o'r 203 shall bie con,;trntd] to perim it lie same itens to be twice
deducted.

"(g) CRHmis UNOEU SEC TIx 2¢. For the pv rposs(! of this section.
inl COmipjtil Hg Tnotl tax ... i~t lflD a[id (uI'] ,>rati{.II surtax Thet

1C()HI(, the tIedils plOvided InI L-tOimt 26 h]ll ]ie alhm.ed inl the
mill",n'er ad(I to the extent pitidi'd i. Mdlions 13 (it) and 15 (a)."

"SEC. 202, ADJUSTED NORMALrTAX NET INCOME.

"(I) DirINrrloN.-Folr the pitur) ,es f ectini 201, the term
fdjIljSted liOrifnal Inx liet inflo ti!'' im ISm II, j 1/il'j..IcIl o tax n..(t ill(e...ll
i ... s lie 'eserve and other policy lialbilty riedil 1 roidel ill suh-

¢'Cti Io (bb) ad llll s i le al i.mint oIf ii .i. l.j id t..i it for certa ilt ietOsir Vts
pr'videdl ill submeSlion (e).

";(b) IFIre'lIEI ANID 0) T( R POLI0T AIALTTY (Cz in-As itSed ill
this section thile terIll 'r ewi'v n.i ol rI policy liabilitv creilh iB..flllS
aIr .rn.ount comiputed by ,hliilxiiipl iT the nm'1 l-mtax Ii , JO im1(4II by ia
fignre, to be deternlilW( itm l Tir:Olaht.ii.e.l by the slcretary I' . .ll....
talixable year. This figtire shill ei based oll such d:ta tieth! rspict
to life insll'ance Niolll.l.aies f t ilt prmecding taxable wvar s tihe
Secretary considlers e)resenitative In.(i shall lie cvInlpmited I('
ante widt tllo fIloingdi ionit']aa: Tihe rtio wiich (1) thlie aggrgate
of tim umS of (A) o2 perI centurni of tile rese rves for dleftled( I i ili, Ids.
(B) inltierest paid. ali (C) he p'rodint of (i) th! mean ifdh Iosltled
ires4in'es at the begining ... and ei If tile tilaxble eal and (ii) te

rieerve arilligs rat bears Ih (2) tile Tgeiregate of ilte (exess if ml
nwOl.I..s (.O.pilettd ithelit alv dlitto for tax-freei iOOerl I, Oit'

thle adjlltieont for cert.tain It',ewrvtl, proitid in, tubsection (c).
(c ) AIMU,1MEN'T FIOR (0VTAIN 1rSEINIES.-hl Tithe case of it lilt

1il<lqll,0c1(1 COllnIplly writ1ing coiltrats utler thliln f iulsIani r
illliiiy COIt t..ilcit etitrh Selt.rattl rly' ciniibin..l w. ithi Žxitnalitlleihlabli
helith ml d aidnt illSillie(), tim J·term 'tdidutlnet for em'tahl
t'¢ qle'S' 1111qillS al lOiflit e(qual IT 31i ple!r Ctelltt.. If tihe u iineilg'd
11'*IwlmE dI i ..d Ii..pa.l loss Oi sll(hi olir contracts whicvh jlot

I ..Ot
I 'Iwhied in life il}•hmr a..e lTrve*. For ie hJurhOses of this sin"cc

t6in11 SIKh .xi..i'iled hpliilhIlls shllJJ 114/{ he (}1 rdll to) be hs, lhall
25 per centuiri 0 f the net ],et...tit.ns \l']tten (1Ullilig the taxable yar
0I' sEh olthet eolltricts,.

SE(. 203. ADJUSTED CORPORATION SURTAX NET INCOME.
'(T) I)'TIrIxx.-FOI ithe [)pO's of eetiwO '201, ihe temIl

';ijlistl(d (OljpOimti( S.. it't P i It illtHi! l il, the r o/ll... itill Sllrli'
iitft iltgill.it IliliIII tli. let... :I.. hI :.i. otlr ol)lily liabiility ileidit ItI(l Phis
I I, IdjnITijitn foI toliiLtl iIt VS, Ie IiIN, i sel MI i 202 (c).

SO [IVl i, 1,. T'.]
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"([1) lI[sT)n AIN (), TrIlut ItIi'¥ LIABILIFY (tr. trP,-As IS('(] ill
this sectill, li tlI, B rcve I, d oldr plicN liability credic mens
I l .Ilk Itinl .. tlllput( P y l f Iih It , i ,,,i , I.. rjl4lrthl 'p( mtax bllt Ici le' ..b I II> Ifgnr I I I INt' i' ...liliI t ad I l a II II .llti , if... 202 (b)Y

(b) Tl: ri,,l l AkMrX)MrENIs.-
I) 864li lb I03 (re']atirg to rates of tax or' citizens and co-

poralons ol tt[:i/ f oreign i plimmli(!) is amendelud by strikingout -2t(l (b)" wI"Ilw]'eerle~mrgir .......in and 11nertingI°0 (a)'
(2) Sectinr -O8 (relaIt inig iM, of pcat Iiig losses) is rejxntI l.

SEC. 164. INSIURA\(E CO)MPANIES OIHER THAN LIFE OR MUTUAL
AMN MI T 'AL MARINE INSIRANCE COMPAII'NIES.

(a) Sectiom 20- (a ) ( reJhtting to tax oil ilisurance (ltipal ij , I tlu I
thnl life i( nu1tpa]) is anvlad do iead als fo Iow,:

"(a) I V llN 'I [Ax,-
I) Ix %;ENEuAL.-'rlrie shall be levied. collecitd, nFl paid..

for ,pi, tai aide vea r li il . 11.. I I/II nIl..I tax let ii(llel.l.... lantli u[)
tiilte t01)0 I]i i'I' le inl.ime If eVly insIlslIa (ce OICli
(odwhplu.. ian life Or Ilblttr il hSII'lfeL! (onq.I.. ny) and elerv
riIatlll hImn IIH al["T ((III)IIIp'l] laM5. ll ti i rittes s[)cifiWd inl
Slttioli 1n o, wIttn'thn 14 (i) an.. in to iion 15 (b).

"(2) ~NomIARML4X AX[) (OplIHIUJI(N sURIAx NElT IN(X4F: (IF
FO:IF"[N ]NI I.IN(F (('IMI'NIVS ('EIir' IFiN LIFE O MLiTAlI, AN[l
POREIGN Ill tAL, MNI HIN.-lfl the( (le o* 1a fo]'igin illa;uratle
'olllpmyV (tthei than a life w' d ·lllitlitO i' i lill d liv) nl a

illifore ign tijuthlll, I iri iS lt in tii le r[llI'lI tlX IiI
iltq Ill shall bI, the ii(t i&lO.. froi i siiic!S within h lii tedti

St(atesl linll (he Ielit jolvded ill settion 26 (a). til credit
Irodaled in st'tion, 26 (I.). and Ithe .redit for imonie sttbjet l,
Ith tax imo IsedI by Suibi of Chanpter 2 provided i
soetion 20 (,) tll, oho C(ilpHai Oil Srttu X 1112t 1i,({)1t shall N tile
letit ...... i. f ll.in rir witil iltt Uniled States iTilis thile
credit rviiel in s etllo 26 (b) (tml;mted l ]itinlg suli

lpl " to .i ip ter .('tuItIi of til l n! ino.ile redl] by thIII e crtedit
IIfor ome sujt to ite hax ii... Ied by sxhalpt(er E of
( Ia a lltc '2 i1 I tlen of ;85 per Cairt[[li [rn t I( l 1,{III ik tile tI i l lqii( .m . so
rehidid), and ilIhii It, credit fel i.o.lil I)bjc( Ito lhe tax
I I oueI hI SubIshaIpIIoter 1E If (]halpter 2 irovided itI seeipion 26 (j),

"(3) N, tMNimED , 1\S INNShItlN( R IINCE '>Si.--'ortigll, ul

}lt 1' e o(rign I nl
ij.

I ll t l I'll II liT'l tr 1Il ll dtiii tl. tl'. ee lilllnl lii )II)[ fo', igl I. HH..... ]ful l] '1( 11:H2iH 1:HpgIIIS III I'fD ~l n lil [1151 1' IiP ll;ll'Si thIiic'. h illI Iliuj . IsII ...stnui iot IIla
able Illi lt ils >cri l bl1 hu t dl II txbl, as ti l' foteini

COrl opnt D. ~

(b) Seimion 204 (b) (5) (reliairg tI dtfiuitiu, of ptIN..l.I...
... lle/ ii, .... ltdIb v striking al ie sfllh(utl()r it lie eiitl thinrpfIlid , in 't ig I oeijd I ui.d tIi lhlowing nlew silent'e: Filln tI,

]ml ,,l' t) fiB thS u Io)I qti.l . .llii...li!tt [ entuilllnS saltl inf-iu de ]it(
ull/Irahite 'ic>? It's :1 &lqimlt it, letiun 2(11 (c) (2). ptririnh)g Io

ife Ibllp I iii frieriali iIH...... ) aliiirl'IV N i, l pi-, o If .II iDlsT
Fli' ColIt ...ll.. s'llji't It tie tn ' , ]iu )On bll thils *e[11illl 1... [(i .

qihlydifig Irsa lift is.t...(, .Oral.Iay ... hI1M ''tlioii 201 (h)
Spi S Ittio, 204 (If(teitlik to (ledurlctrinls}) tI IIs ... -I d is fuillu :
(1) bey Imlaging pa'arl)} (5) i,) lead:
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"(t) CAMrTnL 1a)Ss~.--(Cirt ai lo 1ses tI the e(NteIt P ilided ill
sectioli 117 pius lo'se- flolll ca)itl assets sohd or exchnged
ill older Il obtlain fu[lds cc meet atl}....'oial ihlsltrne(C / t'S it to

provide for the paImintit oIf divi(Iendts a siliila, distmiribtions
to podicv~o~lohM' (%~l ital assets sha1ll be molsoieled its sold .r
txoI'tngt' L ill o(P[' to/ oblthlI folldS to 1111~t itbl.inoill ilmStHllIIt'C

losse . I tio p}i'VdI, Ioli Ide pIllllnent of divideitIs lli -imilar
distlithu s It pIdl('lhohllers to (tie extent that lithe goss rieipts
frIIi t}hisil ie or Xlimllge alt 11(t greatel' tin, eilt x'ss, if

illi. Cm1 lthO taxabie }ear of {I]i Sum iOf dividendis mia sit/ilat

distliI)tiois pid to picyl>ders in their capacity as suth.l
10,ss pmid. and tx pX1x115 pI II Over' the sitri of ints,,i iividlis.
r1enot, l..d.. net jklllIVtl p(('t1vta. In tlih app)PlicatiOlI of section
11t (e) for tlie plutj DM8 of thi section, the niet tap ital loss flu'
till tixabke ¥ ai i all be tihe Inaount by which losses for slu l
yvapll fron . il.'s or0. exl....gto-s of capital assets (osex',s tihe ·
of l gains from suec, aloes or exc'tanrges alnd whichever of till'
folImirig ari.llo(s is the lesser:

"(A) the coirprationi surtax net 11ir11o11ne (('onuted witi
o'It i.Oglltd to goini Ill liSSeS fromn stiles or xchainges of
capit.al assets) <or

';(B) l sses fromn the sa le or exchange of ('apital asstls
sold or xI'lhil'.l. tto obllilt fli111ds to i}tel :llll)l.liial ifiiil-
illiPO i n.... id to p)id'. ' for tile pl.y.lierit (of diidiv.dI .ii.

s44fli1 r list'S'l boti to joli{i,*h(ldeis.'
atll (2) by siniking n(li the perio;d it the Hill tlhelreof HiI illsell
ilg o iiliT'olbl and thl folhloily 1ew paragl'1rAph:

'(11 lDi~idtitds I1¢(1 sinilllihu Iistreiblti{nI s jaill oe declrd to
poIt hhrilders i their l l e(ity as shll. 'lie terlmi pnil or
dinInred shalt be ' Olle;h I.II alcoldiTlg to the IllethOd of aceonllit
igl,, ri,-Ilarlv nA{veId in keepilng lile books of ilie iillllI '

! ... iJolly .
(I) Mction 20[ is ;uindIe bly .Iding at the (end thereof the fol

{owing new. s.,IbSi,'l :
;{1) (f 1 i I { NoIl S}:, I oN 26.-For th1 jiilpo't(s Of tills seittion.

in to, ... ltillg .... rTotIa tax ,iot il(onl od Co)oltit..iOl. IlIlIrx nPt

iictni .i... ti tle ls h)lli is ,,ill se tiom 2; 1111 ie 111I(l\d in o1
lanMIf'll and1( tE Ihe extent pr~imh'd in sections 13 (ii) ad 15 (a)."

(I) (Civil REFER'i N('I--F[y stiIIIIFi tax (i Ito 1i'es wrr ltll by

ooicigi ilntIiers, see Secti(nll 502 ,f this Ac.

SEC. 165. MUITUAL INSURANCE COMPANIES OTHER TitAN LIFE OR
IARINE,

(a) ]Fxl;ii'r C(,MI,'NW:.-Si,*tilhl 10 ({I) is ani.leded tI lead as
fllowhs:

'(i1) Miltual i.1HI'alIli, (o[ll 0 llIiS O n-s ioelllions othilr than
life ·or nitillI (i ... ligm nitritims l 'ii anId eil orlelllder-
xriters) if the .gloss ,ai.ol.it io... dvil l]ing the t:lil'b, Vealr

oum ilPS. Mri ds. i's. ad p itql..S (ilhlulillg depl)sits

(b) TAXki/L 1(s,-5tOn Qi7 (reititig to lixatiol of
Uiiitrlll iinsiI'ttnici (ol.lp t..i. otIm Hour life) is 11iIudIe(I to .aid as
f. lhms:



"SEC. 207. MUTUAL INSURANCE COMPANIES OTHER THAN LIFE OR
MARINE.

"(a) I" PhrIIION up TAX.-Tlire shall le eviti], coll,(Ied and paid
for calh taxabibe ye! ip... tie Itl(i .(.... if every Inutual insunu'We
CIoill[)itl5y (Oilier tlbll ]n it IIr arIinl llre Ioma SI ii t . I..Inlaty nd Iolithli
tI ihn ill itlllPlrii.li..1i or ' i('lOoId ul.d.l.l I'it!) a tax compjuted il ... e.

pilignph (1) or paragraph {2) Mliiveewr i, the reae ad upona
thIt, hiicoi lne or every I...i.I ut iIISsitLIltP tI w io lJ)ia\II (otIlier Ili, it a ift' or a
111marine si irllallllC il4lIlllIi V L which I. n it iNI'il IsI ti Itr rei iliplq
iliderwriileII. t 1x I .CO ..l..t I lllu d e{lr }I I r, ) Iag hi (8 )I :

"(I) If ill &( ... Ullti(m sintax }l ...... t..i o lve r $, (000 L a
tlax Comntpt4 aS rDI s:

"(*A) Nornal Tax-A nom(d! tax oil tile n i 1111 tax net1
il POlIII tO l 11utitd lit t lt leI'H p'oidetd ilI sectiln [3 or sec-

rllall,-tax net Oi-llmt &xt',ds . LI3,A00). v,}icIHver is tie

lIJO.It. eolnilttied at the rates prov Ided ill SPtio, 15 (b),
or 20 pe]rI oti/Ii o(If /t e i1llolli by wilch the corporatioh
s11itax net ilnOillt exeed, $i;,U3000, Nviil;lp r is I1 l ]sser,
(2) if for the tablv LIt ,gro an.tI.. Iit[ of memO,(qe L.Iflom

iwn l,,- diVIeIQi .l..llY .rfins I... IeI flia..Inl* lt [ jItisl illdd to

is exultldd V' 'nl gi s, i.iC. II..... exN,'q., LS75.0(h. at tax Itpai I.

"(A) I iper 4 '£....liii( O tiI .atlli,)It WS so con p)uIed, or 2
II> ct ttll itil exe -p 1ss 41f I, JI'l'UEIm t .l (,im, ... d over
$7 n.1Yf wX , hiIlhver is th,,I l.spli . Ove

II(B) {Ill iIhltl...iI "f tie Ia' iillp e I ili1lir 5 (lbehtpter

I 3) Ti lIl l isI It l i [I. iltflII/IU I I I drl'<1 ,]i..... il e, ,IW ilfq.
if iD, I'l I)l;htItI)1 >tiltfiX ,ilt ml Itmi, ] - I IV', $50),4)(K) , ti I IO...

"(?I) Na'.i Tmx--i. rmiI tax oi tihe no'mmia {tix net

... ..IIm (its iP{ i 1111t ex(.....t. $)0 .01 , ijA}i lbv,, is -the

'1( ) StliLia X s1hITIx fli Til tIII [)iPnL'tiuPni miltX Ipt!
illl' 1..II. COlhii l tc d 1it[ ihe I li's )¢>, ijiti ' ll ] ,t'ti {OiI 15 (b , oil
}32 piv c£.. c i' II of lilt ttll)/.l.. I } x5 ,Il l, 1 0 II, ,I f)..'li'm jil 'i l
wqil role10 exeeId, S5ULII.0110, tIhc' u el i, thl ies~m'

''( ) (m Ios AVoll I* rt I I 1 I id VOTL .$75,fHlJ 'e liAs 'I IIAN
$1 ,il.-I the Im -It 'it> tll. I.. itipd ibi1ilng tile taxhabl, 3elil
f~iqll j]Ht lli [. divid~le>I rejs.l and ) Immilmts (inluhinlg I...OSUis
lil; t '] ...'.....'II ) 1> l T I j7..,,(1}( bill e-s h I[ill SI2,(.00} . 1 ... I...e I

a:-,crtali4'{d In/do] > fl]}l (I). ptI;w12a ph (2) (,A\ , :m I pian-
,mtplh (:'.) s il he I listio[I pI4 atit i t ihe tmie T5 .0Ili'rirl to

gl'isS I . t.I.t. ( ' i e l )*i Ils I 5i
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"(5) Flmor.'o x l TI \L 1X'-I\-! II E COMPANIES OTHER TITAN' rIFI
OR mmANE--II thlw cae of it foleigu ...11til, i ... rIcf ... (!e coI.lpllniy
(other than lIfe o.Ir I...rite ililtia lnOt comipany) the )lit income,
8}ll be t le net iicolme fhonl souirles withiin thile Urnited States
andl the gross I.lli..not ol ill...llne from interest, dividends, rents,
and net pl'etnimis t]] lih tihe amIoint of such income fronm
Sou11[s wi ithiiiitl Unitedi Sttales.

((i) No I'NIi:) STATE.I; ISlIiAXZCE BtTIT NlESs.-FoFr,,igT mutuial
iflIsralla col][ipjaies (othel tllll ri life ori ma;rine ilnsiltlrace (olll-
pany) not carrymig on an i suranice business wilin thile United
St ates sha I riot ie tax , ble oinerI this section but shall be li ax able
as othler foreign corporat iois.

"b(h) I);rIxFi, OF INCor OImm. Frc.--Tn the case of an insurance
comlpany sub'jel to tile lax ihI p sed by this sct on--

"(1) o "ss TiIn s' T N(:OMN.--'(hrJ i iinvestm ent incohi'
meansi the gross .. a...I.lnt o(f iTe.liome durinrg lie faxable year front
interest, dividlnds. rlits. anlld gniims flrom sales or e .xchanges Of
capital assIts to thit extent )royi(del i1 sPtlion 117;

(2) NrT Iinll:Mitrs.-Nt' J)ll' ilS nlll'aris 'goss prebIlllillllS
(in /i'ding dep,,Kosp it n sweu i..r.itso) writlen or received on
1nrISIIl'Ce ontlagts dluring thle Tax:able vYenr le]s ielurll prelmiUims

an. .ic.nllinsl paid or ilnulteld for rfilSuralince. Allmounts
retliwnedi wlri!e ihme .llmnl is inot fixed in the insullrnc eonltrllat

iut ( hIplt.lls Tpil h tle txpjriene, (if tilhe colpany or the disre-
lil o t.i.f th l.ilag:elne.l.t shill neol be included in return preininllns
bitt shl;ll be t tld as (ividl.Is to policyholders Tde.r

"(;I) I)rvlnINDs TO I,.TI(YIULD:]ts-'Dividends to pohliryhold-

ers' moens lividndls ,ain simnilar distributions paid or dejItold
to pd'liyhIders. Th, le..n.I ),aid or delad shll be colir~ie'd

(ac4I(dil to 1ii meIthod rgularly emiployed in keeping the bnoks
of Tilte i .l.ial.l.l ! i.ollp [:y

"(-I) Nr:r 1 N ,:.-- lhe term 'net incomne means the gross
invest went itictite hbs-

"(A) Tlax fee Iinterest.-T ie ali .. nt of interest whi :h
under ,cli io.. 22 ( b) (4) is excluded for the taxable year

"(iB) I i,,Axl rit o Exptr s.-Iiivest t...uit expel(s(s pnii or
ac£{111ell (luhilig thi, taxable uyear. If anlly gllelerl explillui
are ii part ,sigvd to or jhlulded In the investni.'.t
expellnses. tlh tltl t ht I{eitioin uilnder this ktibpailrigrlpll siall
ntot exeel t one follrth of I per* cenil'nur if tile Ilicali of the
blok .1ihlie of ihf ihvested as..ls ] lpid :it the [lrilnintg and
e,n If the IImx: i, vear pIhis one-fonrthl of time ..lni)ltl by
which 0net inleii ... }:....puted without alny deldetion for
invtslsn.elit ;e[I).,/l. $\lV(d bY this SAipaiagraph, or for
tax-frie ]nhnyed st bY lo ed i bseelton (b) (4) (A), exceeds
314 per cenitc l of t.ie hbolo a'iie n ,f tihe in an of the invested
assetI ih4d fit tie Ileginlniniig atil id Iof the tlxable yeaur;

"iC) Relt Elat, ExpNsies.--TIaes anrid otther expenses
pai or .cr.a. (t i llg thue taxable year exClhsiNes y upon fr
; t I( rWi( Pt Tflhe re1[ eshI .t..V d r h) I the tu lll])jany, nOt
ineludi]g taxes isst sl'd 1lgailnt loiI ihenefits of a kind lend-
I ig to lncr'ctse tihe vahlle of the pooperty assessed, and not

8z [l'l , I w753.l



inclldir l any ailmlonllit iiid oint f..r Inew aildigs. or for
l),' ll!azl.. ilIiF)l4J I tll ill ti l't h!1 utll e I, illClreast, tlhp
val I1{, if allY prll/,; Y. 'LIh I (lId, ioo ldblokI(l by thils paml-
graph hall hi' aIllwd ill h' 'as I f lnI, im;ponsI upoII /

siarelholdtr of a eobiliaty ilu)o his ilterclst as slharehlllir.
hi-ic li l 'ir aid or ac'l'uicd by tilt (hljlllllll eitl..l. I iJll-

billj'S.i..elt jl]otll the slhatild'er. bat ill ullli cast-s lio d,du -
tion shiall be allowed ithe shlareholhdr for the alnitotnt oIl such
taxes;

"(I)) Deprmciation.-A re..a. S. able all{w ance. its provided
Ill ,tithonI 23 (iI, for tihe eX-l,< Wlio. Wt i[ Rod tear of prop-
erty, ci..ll ..i ltg 11 i,:,sl.VI} il/lt .i}W llte fol oisohseice:

"(El Interst Paid ot A,(rled.-Al iiml ere pIaidi or
accrued within tile 1axablei year oil inIdilled ...... except on
inlbtednliless incurred or coliliinued to pochase or c[1rryy
ob1rigatins (othiet thain obligations of the United States
issueid afiot Septinibe i 24. 1917. ax)id orginall subscribed
for by tile taxpay)r) the ilnterst upon whicl is wholly
exeilpt from taxation nlll(delr this cha)lpter.

"(F) Capita I Lossc.-C-api a los.qs to the extent pro-
vithd in section 117 plls losses If:o.. capital assets sold or
exchanged ill order to obtalin funlllds to ineet abiOnllnal ilSil
alic Ioss,, nid t provid fior thie yleIIment of dividends sld
sIll iilI i iriblutions to polic ylol lir. Capital assets siall
be i:lliit{(l'eed is sold or exc(hill.ged iii order to obtaiin fiunds
to .meet abiorinal insuranCe loses anid to provide for tlih
Pivillint of dividends and simila, distributions to policy-

.is to the ext nt that tii gross riceipbs from their a]le
or eximnge are iot greater thain the excess, if an, for
the taxable year of thi stmn/ of dividnids and siluilar distri-
butions paid to policvhohhIrs, I(osste pali. and expenses paid
over tile sum of intiest. dividends. is. lelait. iai Iett o'Hinnll S
rteivred. I, the applkTl aio)n of ertlion 117 (e) for tile pir-

pos i of thiscl, L thi n , capiiai ls for tile taxable year
shall btc tl i itonout by whli i l ssI s flor slcl yeari from salhs
or exchangeis (if caiuild asset- exceetIls the sun of tie gains
froIll I i tl siales or txchian ges anld iiihiceve r of the follow-
ig al imults is the lesser:

;(i) it4 il([Orl rm rthl ion sitirx met inionme (eoinll pit d
WitIl .It itregard to lI ins or los,(s fH ...n sa(I! or exetllaig4p
of capital assets) or

"(it) I.sses from ile sale .. ... I angre of capital .ssets
sold o1 eXhah..go] to obttal filtlIs to ltet ilinorlllal
IIMl) all(C ]}SktS *lII In p)"idi for tie plytlll..t of
dividendaml .. I i la.. rlisttilhiiins to policvho'hers.

;(c) I INAL x VAIUe Or 11l, EsA 'Il F:.-dl ( d1( d ill lI itle' stlb-
se(tion (b) (l) (C) ..r (b) (4) (D)) of this soil ioo Fol t, co..t ofI any
rel a t'ate oil.,' d 'up icdl in hol, , ill lilllallt by
hisn , 'ct~ .. pa n ,thInr thib lif, or n..rie. shall be limnited to an
;itlilttlt Wihidl I)eahs lhie 881(0 lpatio to Silt] fhdilfl io/I (coteipiuted With
(llit iegaidl t his Ill, 1111 fioii) its lthe! ileti}l Vtl ~o if ite Spiace 1ot so
Otltltied lIi,,S tO tie rental , .]ie O1 tile erloir }upe]ty.

(ii) AMoirt11\IION OF I311t 1 All AN l(Al OF I)w(&OTNrI.-Tie
gl..s I ... L .. i. iiLo hs(0 Ling Ili tilll)Ie 3ear from intlerest, tihe
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de&ICi on provided ill sIIbsect im (') (4) (A), and the m]'odii allowed
agailnt nst 11ot i n ... section 46 (a) shll each be decreased by tile
iplo'{oprillte aIli(lOiztmltiolII of It'inoil i 1(1 ilicl~elseId by tile appro
pyarte accrlual of d4OttIt tltrl'i)htnle)l to thie ttlxable yeal oil bonds,
iotes,. deblenlituLes or ilir evidlences oIf i l .. d.n...ss. held by a ul mri
inulitee Colnil otltr Illil life or lmaine. Suich amnortizatiot
lind accrual shiall be dete, q ioN!d (1) i1, actcrdan", with the ].ef..od
Iegolidr] tlŽllioviod by slli, CO(I .i.lpai. if sllCh1 lltlthod is iasoinable,

andl (2) in lI other caros, in iacidllai ce with regulations preseribed
by ile (ommlissioner with thile approval of the Secretary.

,;(e) I)C I TI{NS OF FOIIRIN CORPORATIONS.-It tilhe CaSe Of ii
foreign corporalitio n the ideductions ailowed in tliis section shall lbe,
nllow edi to ihe extent provided ill Supplement I ill thease of I, foreign
colpoltatiOlI engaged in t allei oi. 1)111,ness wVil 'in the Unlitlied telll'.

"(f) Lomax I) , rrmxs.-No i gn this sect on shall be con-
stried to permit thie striiL item to be mice deducted.

(g) (h rEDIs IT Xrl l SC( [ON 26.-Fort tle uIIr poses of this sect ion,
ill C poIntiI1g ]ioi'll}}l Pt,, ]ut Etc....[e nIII (0l])(~roratiol surtax net
in(lome, tilhe tiledift proviIdedl i1 setiol b24 siall be allowed l1 tile
ltollmer and tAo the extent 1 rovied( ill setionst 13 (a) miI 15 (iit)."

(c) Cnlos R:FERl2ENE~:.-IFr 'I ;alojIi tax o, p)olitics vwritltei hy for-
-i~n i 4lSIrrLS, 5cL sLCtlo/ 50se of *h]'* Altil

SEC. 166. TIECHNICAL AMENDMENT TO DEFINITION OF "DIVIDEND.

Section 115 (a) (rehdla g t4 definitionl of dividends) is amiended
by srilcing out "(exce it in section H201 (a) (3) and section 207 (c)

)'i-relating to insurance Comp )anies)" and inseri ig tihe following
(Cexept in section 201 (c) (5) s eclon () 01 (e) (It) and section 2(1

(a) (2) and (b) (3) (whre tie e 6f erelice is to i vidends of insuranl
conlpip...ies hpaid to poliyv holdlers) .

SEC. 167. TIRANSACTIONS IN STOCKS, SECURITIES. AND COMMOI)-
TIES NOT CONSIDERiED ENGAGCING IN TRADE OR BUSI-
NESS IN CERTAIN CASES.

Tile last ,eitence of slietion 211 (bi,) (rhJllialg to definitilon of being
engaged in trade or buisines in, tim Uihitrud States) is ailended to
i'ii i1; follows: "Such phliras does not ilii([lde tile effecting, tlhrough
a re- IlPIt lnol[r. e.'.. missionigent[l ,,or I m(oidii. of ti/nstICtionis in,
the Utiled Shins ill ..i..mdities (if of a kind clIstoiitarily dealt in
O11 mill rviiwdl( eoiWloll itV xthmlamge, i] the trlsact ioll is uf the
kind custmmarily con.s.umniialed at such place, and if the alien. partner-
ship, i(r (orpoir ationm hats I.. off(I or )ltt'e I bi)Isi.l.s. iIl the i][niied
States it uni thlii n l.rig tlb tixblue dit a..ar lI, oigdi whic or by the
directioin of wi,'h snh t rall s)I tions it; tomin()l tiodii' ille' effeclited), orp

SEC., 168I. PERIOD FOR FILING PETITION EXTENDI)ED IN CERTAIN
CASES.

(a) PEmInI FxTtExlw:.-Section 272 (a) (1) (relatihg to period for
liling )petition with i Boarid iof Tax A ppeals is amended by inscrtin"
ilt the cdll thiereof thie Ilo.wiig iew sentence: "If the notice is

addr.essed to a perso outsid te he States of tei UnIion Sand tile J)isltrict



of ... Ia, the pemiod speoifird ill ts a aph shall be oi
hulred 81(1 Iam lt ays ill {ie of T illly dtys.

(h) :rrtrcriV i)TI;'.--Tl]1e ajlimdtlnent ll'made by this sectioll si;[ll
Ix appl' a ble with respect to notices of deficinc[y m ailed arie l t le
date of thie enaicmenit of this Ar.

SEC. 169. STATUTE OF LIMIJATIONS ON REIFUINDS AND CRIEDITS.
(a) I.IIT ,,X AMlotNr III Cnymr lit ]iFt .- Sectin 322 (b) (2)

is amenllded to Petl I,; foll xvs;

"'(2) IMIi IN i1lt, N'[ oF Il]IEI)I (IF RVF.FVN I-'llIe a.ll. hnilt of
the credit i' r.hI... shI ll nIl *xI*.(,, I lil, potion of Ib, tax patidl-

A) If a nlt '1 ;is fie l IIV I11t taxj yle, :t. ll the i ln
I:ls led within threilt'c m the line the relt 'll was
*fil. llititig SItPt tLie iYers ihili.l Latcly pl :edling thile liliog
of hit cla iln.

"(I) If a claim was illed, :ld (i) aio return llas fiied, or
(iH) if the claim, xw not fih Bd within three years from the
thne the Ini wal'l s , H filI () [ie taxpayer. dringrlf the t,.
)''l8 [iiISiiiQi:)tlty p eC ln rho filihng of iihe clim.

"( If m, Jujmn :s filIl and the ll.owaie if credit
oi I'fli tilu[ is ml:le elii n h le yL ' tulv f'olyrI the l time, the

il ' n i fhl d I f n, ,;IXJ..; I. t1iiri I ']l t ote Iep V1ii..

I1D) If,' cl/ '11do1 WIN lil.i...alI (i) I) tltiirr Was fihle
(II the, ;l llo'itna l of tle ("dit or llF iid is 1lit Illld(.

withiteilrlf et rs firnt flo i , III filsth] bI ilp

axlo:l ir lryiiiit f1d.li:t :x rstttl\ I' g ie
-(:I) EJxI(I.iN IN lt: (;,,. ,r wx iIjtslin,-lf 1,ot.. Ilt the

J)lFsi .l.. ai ... e tIixhtrti h: e, Aithiii thl jeriUh p ,crib L in
Iliagli ip' 11} (I) I'.... I i> lfi lin oi i I{ ia f [or (,ed11 llii ".r ..Llll
:t21 'T{ "iI M oIino I tII.... I tllP ) ipi' (ill- ' I (,iuOl 276 (b) I[
*xirld l,~ mnd ii . p. eli t I Ij ir.( l>~?II II se('Nt Im, 273 I he I ilIv

xIVxth u 1 h Ia id l tI e ( mtiil) I s-lIIIt. ... u i.v lral Is' s s11t11 me . li(
tperindi 'sitln hi(hI I;:];i.. f (I ¢ l( i F I(I)I It { liiiV p b i

Of " (1 01c rted'l'III .. h.txcl 1. .rmIt if nI I t' h js fi l, shall [ it
l], periln withil elmh h [i t ..iq ' ( .l...1i tj1i- ipuel ii, il l( il Milne an ,L

.iN ulIOtrih qiii>l Eh t ... l. I1t1th lit (iVIO ]iiIis Ih [)ilirtah
(I} sIhall al)plyV tot Ii, I I h lru:l fIIII ~ex oI uI/'eit I' ' f I u " l] all twi

lit (I I Ill/ , (I t it, I l sI I i l I i 1J ':.lilll I lI I tl tlt L f (lilt i Ii I l

le1 Nxcq cIlII or f1 l ll schV i i: ee iu i rIII, or. i l i da, il l liltt ls 'INoP,
I'1i, within Ihl'oe t :l' f l'ouI t t heI lill I]p it ii le I r, i I ts f id,,l. iIl
r1 i1chti uut , ( 8 tl I I ' I ) Il lll Ill t V, It ilie rx a ir ug th t! t!Xo IlJ I lf Ii,']i

it xluiukh iten of the pt'inl within "hii{ lhi, (. 6jsliur

t~Xt&IlOFi l e.f. til (t') ill;fin g six it..ll... a 'l"u tI, eXfir:
t io a f sIuI' herI I, d.ex t IhIII III I p' , )vi ils of jI; I ' g'lip) (2)
sa:ll a >1ly P io ;, hi.. fi*led. : I,: i m ,efound I1 le'vil, I,, m

(he 1\tih I (ll II.. Ihi JllllC lit. 1I fil JN)Itilil ]if Ili, j q Ix L ill

S7V, I( L", 71IJ
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aiftr tile expiint.ion iof lhe period Within whichl the ('ola.i.issloner
might ilke ill Isesnblllil liti-taLIt to 11Ich glie..ent lad if

lio clint frJ cledit o... efund is filed ft til le li£hn of su;h i¥y-
nli it i1i b}fore tie enll of six /ths I aftler I xpiltill of
s110h peiioll, thlein crtiil Or1 Itlll ilay be allowedl or nilde if a
lai.ii therefor is filedi byl the ptaji,,y er ithin six n.o.l ths from

the lime of suh Jpay .. nt, or, if no choln is fied wvilbin suoch
six .i.ollithi£ pliod after the 1 ay .;.llllln if lth, credlit or 'efluid is

/il/vtWd o(I il&111 Ie i ill si tbch pertiods , )it tie tIIIIoIni Of th(e credit
or Iflllund shall not exeedl tile lortion of the tax .i..d during til
six noiths imnmediatel yreceIng tile filing or I te chin, or. if
IOI liln was filed (anl the riedit or refund is Slowedl after

Nix inollths after the expirallon of the period within whicl tLie
('olflsi{ofler Itigiht lakeiia i ill issess/ntnt)i durilng the six m1olntlhlii.....diatelY preeedinl (Iet Idliowarle of tile credit or refund.

(4) RE I ItsN CON iIKfliIl LETI i1ON AI lDA[T.-4or theo purp ses
of tlis snIle..tin, a retllrn iled hefole the last day prescribed ty
hlw forl the kiing thereof shall Ie conisidmredx las fild ... Slcth last
dyt. For tll. pIHI)OSeS of )pmgraphs / 2) ,I?.1] (3) o f this illb)
seOt Itil..i andl ohr t c) p1ul ' l s5 Of Suillsi c t iln () of this setiom. Ill
aidvance ipay .et of ny portiom of tithe tax made at the lim" e smih[l

teL-n Was fild shall I! lnsidlelt I ts made ol thlie last ,lIv
Im'esIibLd b.V aw fur li ' l.y..elt of im tax or if hle taxwye'rIele-l Il to pa. ]le tlx in inhtall..e.nts, on tie last day prescribeod

frHt, thi, tivIlellt of thes filrst i,,stah ntPql, Fo tlihe p1Itp(lls . I
lis pirigroph. tie last idaN presil(ld bIV law for filing tie
-etiur or paying the lax shall Its determinedl without regarl to

any ettIxslili (I f tijle gl'lited the taxpayer.
(5) 8I;,(,,. Ifn .I. .. I-F Ir.MI o Wqll(FN W pTI i iSJpE O p h LO BAD DEBrS

Asl WW'OIRi'iIE'N5 ST II r s.-If lie chLhill for credit or urrile
r<i(ltli(S Ini o ..elpiv1t 1..i I(tuoi... o f-

"(A) t1 d( tilut itli*oty Ih ti, Iax, iyor. ui{]nd secti.on 92
( k) (1), st ion 2 (k) 4) or se, ctioii204 (), of a deb Its

debt ; i -it I'-il, wo[ bless, I. Illter Section 23 (g) (2)
on (k) (2). of :lo fm-urn w..I Ithlessness of a security, '

"(B) the OfiAt lull the (I(l( uftibiltv ofI a debt r ss
d,,seIil,... ... s-intmrg: op ll (A) his on tie appljiatiori to the
ix]dayer' of , ca;Iirr - I 'l"I or (f a carry-back,

in helll ol liii' lJo I sI i of jI Ii tltiOli plie(Iibeld i pin 'l
glril)}h ( ) hlie I ttIIri shtall hi 7 Nrllts from the late prIsclId biy]aw ]fo filing ith retl l n 'for th. -aHr }ilih [e, Ieet to wil I thecitmi is imaid. lit the t/s..of stoi. ti claim. {th ailioiit of the
erraii 01 relifm ani exi-ed thet porttri oif ilhe tax paid wi bin
ile p ,rhod i)'oYiCI in giraqljhi (2) or j',rgiap'i (3), whith
,ver Is appliahh.. t tillhe exht of the imlmoint of thie iovelpay-
mIcIit Mtri[iutthlIe 1' te gt, 1,ductibiliiy ,f iteis describecd in this
pailgia ph.'

(b) O(AwAnI'. N: FMxoL xn - eou.. Setikon 322 (d) is amended
to re d I. follows:

"(d) ()VI RIi-l:Ni Fill NI l, ]omIioD If ile Board finds Otat
hoere is no deI unkey aL, fulthe, flitils that the taxpayer has made
II ovtl')nI~iwhdt if tax i n dIt f te, tnxable year ir .'{,sa of

"[i(no tiltte (OAI...i; i...letm m.. iL, l'o...l the teficiency, the Board siall
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1it> Jt0~iltt'tI ii~t... leli p[ixo e J :uxtI. No i]ch i ' rdit or rt'fIl{I
hbai Ix iJlle Ilv al ]tion of tile tiax IIiSS the Bowdpd d]t,.l..iil..

as IrI of it IIei'o(. ( 1) Iha[ slu] tol[' ioi was m id (A l(,
tWO eol,1 be!J!Ol.. di' fili)t, of tile cllimli thie .liniig of tio4 lite of
deiflely. 1or tile execimtiol of mn agreit.mi. by both Jhel ( ,iiullllsim.lllr
Illa Ih thea]jiver i

lIlllevlt to *ctill 276( (b) to extend h....id Ibt
im ie'.... .... I jbe i sitcliiu 27 tie tilme wiIthin wild the (I i l Iii-
jioier tolt assess t he tax. hiIfever is ell, Iitt, i' (II) wihiiI

elefijtiet'y. ort th' txeuht, orI nf tiZ il eelle it. Whichvher is eluliist.
I time alln wls iheid. the meiie of dfih(C(:V jiled oi thiep gll'Pt-

I...i. oXfeeitC(ed withiF y Vear. fioni tl tilie the 'et]tr w;a, filed
bev Ihe taxplyel' t or (C) after the exeuttion of s hit al lgr, er t i I
before lhe (xl- irat'cr of lie pelihd withiuu which tile Coumissionei
might .i. di nii Isc'+1))t..l.t IiirSTilIIit to licI'h l'eeltlet o. ilv extel

'ii.. tlhet'of. of (1) atie, lie i...lulilg iof he inotite of Iefitji.encv:
(2). il sUh I)otio was pol pa id within the p 1eriod describe i

oll { 1). )ilt the .. ]Otie ,I f fi'iw V Was 11111niled 'ithill s'evvn
years froml the time ple'sribed for tlb( filin~g of the tellt ., or a
*'iildesribed iti ubsciion (Ii) (5-) was fild, that such or.tiol

do, Hnot e(!etd t(Iie aoui olt( of lhe ..¥...payineut attribuitable to iti
ldnelftihiliitmo (I det lreHilb'd i, sIIl...etioL (b) (5)."

(e) EF:. lu i DATE or A] v IEM k xaFST.--'lhe aiendrienh inserting
paagiapht (5) of sectionl 322 (b) sha[l he applicabhle to txuiblt, years
legifinig after Deeeinbe, 31. 1938.

SEC. 170. REG(WLATED INVESTMENT COMPANIES.

(a) l)ETFIxIN 1Xi, ]tAfS or Non*RMA,, Txx ANI) SURTAx.-Suupple
..e.I Q of {h apto 1 is iiillelli Io ei'ol ils rlmloVy:

"Supplement Q-Regulated Investment Companies
"SEC. 361. I)DEFINITION.

"(a) IN ({ ENfRA,.-F .. tilt p)wI)oN of 'is tliai te. thle iter,
*]'Pe". Illh; ... S ailly dOollplri O io

00(;'ilhti' (blhtt'lerd of ','eted I- an' ihlv( .... nt hstriint, r theiie),
oithe, thalln a )eriorrl hirlulg coij ,ivp a lefinleti in qttit lt 501. 'lhici
at d l jil . urin.111g te h loaMJhh Piall iN itihF'rd .t. r ti. n J1ivsrI...WtL
('r..pani A, t of 1940 (5t Shta. 7s<). I5 1. S. (_ 1940 d-., s SeO. 8(! a-I
Iio So b-2) , t tit Act>. is 1l nlt. .e ither .. a IJHIIi iiige tiIt I c..IlpiiL V
of IS [ li t I..iL ..t Il I{{it I., 1 of op Ii, u , is eo)] oul...I[ trist fnnd ...
'I..i.lh fuirui xclud'd by .wvtint 3 L:) (3}) of suich Act from thi Ici
ni ii o i qilm tn .. t ." uof ll.y. i.. s Lot included in the defih itit
'f ........ Ii.. 11{i , fiinfo l l sect}ilo 1(9.

"t,) LfMllol>tN,-I)*'Sltt tim iiovins of subseJtilm (,I). it
lOIpI) If11a * -. i 110lot li llIIsidl'i'd gII nglltlli( d ivllostuiit.ll CI iup[1,ll v

f...O 4,1' v (Ex tra, I [ l " I ...i1 ll1 *;-,
(1) At l,:sIt !011 tpoixrti of its gos i....... is Idierved fI

dividend, Jillti gd;Xihi frOIl Iihi Saill or other dispoiti..i
of s]tot or of cuitJie-: a.n.I



"(2) LTs thn 301 p.r. c.l...inu of it gross incom.e is derived
friI tile sal d 1 or threr diispositio on f stocl II stu Iiiti" II Ihd for
liss hntlhire Iil. thii ad(

3) At the close of eacd quialler of the taxhble year (A) at
least 50 pir (Ptitii of the vahl of its totail lset is Iepl4tsellttd
bv casli and cash items (ihIdintg rectivables), GTihrinmeit
sealitqs. Se¢ulrities (h othF rcgilhtt4F investent eotanies, d

win sctiires forll I puilirposs (if this calculattion limited in
]' 4s]c of illv O]e issuer to an iialolllolt 1iot £,reat iii Value thaln

e cenituii ofl tile value of the tola[ assets of tile taxpayer and
ti lot IllOl( thalln ti per eti of he outstanding voting securei-
ties of such issler, and (B not more than 25 per cenlunr of the
valhle of ils total nssets is invested ill tbhe seuoitles (othper thall
(Cvern i.l.lt set ,urities or ihe s{c, uties fi other iegulitted invest-
iiieiit ttrlfl]llieS) Of tnY Oins issuer. or of two o liore issuers

whiih tih taxpayei controls anlidi wich are dieteriimled. undler
irtgihtt>lsWi p(! ib e4d ibyv tile Coilrnisit,mei witi, the approvai of

tilhe .el'ctaryy, tIl! eigige d in the sime or similar trades or
I.USill*sss of Meiltold tiales .r bsihlessis. For the piluposes of
cil ase (B), in lasei'ttlllrlg ili, vahlue of thie taxpayers ilnvest-
meiint iii tie secuities of iln issiir, there sI 11 beo includeid its
p'In e 1er n'jo'tilri 01] l.T il ivestnient of miyi other corpotation, a
miiii...ber oI a cltitrolled grlolp. ill tile seuiritwis of sn1ch issel(r. is

dieterie i...l.t ihied ... )I prihrill by the Cotiilinislllr
addl lpill'oved be lile Se(reta[ly. The te..r. colitirolsl as uIsed ill
this ilplnaglap, es the owrship 'l 'ltio of 20 per
cintiii , Ir movle Iof thile total co)ll.i.lle. voting powel' of all classes
of stork t itltedl to vot. 'he term ('oiitlt(d grlol. lll. ' is sed ill
this pirtgraph. il 1..1. (... Dor 1i'4l ('hu'iIs of )orpol'Jl)tOI5s coll-

11t tigll sli i tiek ownership with thile l(,taxpale, r i (i) 20 per
(Nlltuii o'r nto.re Of tIl total (Olbinild voting pV. wr of all classes
of s(A.k entitled to vite of ealh of thile e0i)p(,rations (exccpt lile
taxlpayer) is ow.et]d dit'tftly by olne or it(lie (if the lfJelr (for-
p(ll'1ilni$io addI (ii) thle taxpavir ownsi direilNy 20 per ilIIlllllt or
lirle of the total I .ombind votinig · p..er of idl el /Iss of stock

elntitled to votLe. of :it eist ,11 1. . III t oiier h oliaratioinis. ile
fltr 'vtle ieas ilh sed in t his poaprigll i llla iims, witIh espe(t to
seciitis lier thim lhoe of n.l...ity-owned subsidiaries) fir
which imiket qeaiiti(hi ar ie v eread ily availaie nlmarket value
of suleh sefld itis lli W th I. i t ti > t ti tfhc seetItitit!l, and*ets.
fair vahle as l(trimileid iin goud faith by the )(Iboad (If liittoiS,
except that ii Ithe eise ol Silfit ies olf ,rajoity-owued sulbsidiaries
Whit aI u'e ielliet! olt plnlJl)a ll..S siii fiir aile shall inot exceed
Inari~t vahlle or asie t vil. , whichever is higher. All other
tel'IlS IIsed ii1 the pirpcmtliii" j)lVisiln of ths pmagraph shall
htavl' til! sIIn lw..iltg :1H shI I I lI il th e I uiStiiint Co.. ipaiv
Alt of 1940, ou that \t as J:,...h. l d. A oI])or'atilotili hich meets

"the fIoregoi 1e$ llir(Illtqs oC his aliiagrap1 at tile close of 11
qiiuuiter shnl I... lOS* it, status Is a Iegu/uated iNvestinient motn
jIith blet1HIe tI i1 di]plclriiv duFing a subsequent i(,iiit,
ibtllq*e'(! ll til ue id { f its iriouaft immt**ts a i siult ilq i -
Ill.elis ilHl II'[l ]istlpal/ exists imitlldittely alfte' thle
auqjuiitionl of anicl set ri )' tiei j rprtyi iinl is wnilly or" p

d .
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partly the result of swch ,' qtsit on. A corporalion which d(os
not ella 'it woh rl,(jii4lIiintlts it thl i-*(, I iany iquarter by r'eso
of a dis/'r ,ahny existml.. iilm..eiiatlIv after the aepiiis tioil of
filny m'litv ohr olier pripertv whhi is wholly or partly the
rsuhi ot such alciuisi ion d(uring sech qimarter shall not loe it
sitatus for eiil q-inrtei asa jegiilated ilistinelltitcorIlaly if 111(·
discr'paley is l .i..iie. w nithIn thirty dlays after the lost of
Silqh liurte el lld if sllh caISes it sall h coii (ldered to liave i..t
schl Ire(ilenlllt lls at ftile Ikse oIf such quarter for the purIiploses if
applying fthe preclding nitrence. A eofrporLtimi Ibilic meets.
sillth i'q llrnilents ii tile close if its first full qutirter after tim,
date oC the onto 111 ift, K1 the ]ieventie At oif 1942, of elijminates
an/3 disOeipany Iwetuwn the Ille . If its ilhr.stalItS awld su]h
rieqtuirements exis~ ling at the chor of .uh q..l.. iir withil thirty
(ldas thereafter, shal Ifl dleel...d o hIo ve! 'II, suc'h requlirl' ... lItS :it
all plevioUis tiiiie; and

"(4) It files with its return forl tile tixlble year a, elect i. t0
h}e 'igulllltll iliveslnH (N/ Cli)lally oi has Iiad, u11h11 elt(litonl for

previous tillxable year which i egan iafter I)eceior 31 1!141.

"SEC. 362. TAX ON REGIULATED INVESTMENT COMPANIES.

;(n) EARNINGS ANDP IAo)r sI.--I Th e li iiiligs allil n)i'fits off a l'
laited illetl/llit tOl .jxprll for illy tix;til}e y(' bgi.egl.i....g ailift
DIecemi..be, 31. 1911 (hiI no. its wcun..hlh. e arnings ald lolfts)
shfill nt. be 1educ d y I v lv unlollrnt 1which is int allowable Its a
deduatio, illonlpilil}g its i,'t ilii..t fio sII'h taxable yerl.

"(bh MIrJII(,I oF !['\AiIN OF ('OMPAIIrS IN D S"AREoTD]RS~- 1the Itso of a regul:ltcd iln-iteIten oiImpiny whiih distribuites dlining
tle tixlrl, vea, to its, arellh lers as tlxl)le ivildenils othier thafin
capitol gain divifdeids all alluolint fi less tinlu 91) per cvIentu of its

r,( ui...l. for fil taxabh y{ ..l]' ¢ douiipiulti wihont ILJ$fird II net king
ternl atld 111 SIl( Ill'i euJ )itiI ifills, mItd (uIlliis fo, Snlh }ear
withfi ll i li(s o lll fiia i ll- rili li, ihe (i, iflllli.i s.i i.er, with
the }lpI4}.i.] ol Ithe S eita for the HI.O.-{ of aseerta illing tihe
awtitll iP nljsi/ IOf its ttllStimolng stol;:

i() Its 1uppleient Q net ilcolel Shiill 1 it, aijuisted tot
imIe~11 {(ounputed III excl/ding the et.Ness, if ally, of the net

lotu h .. (:Iliiiai gfili Poer the let sholl ter . jll iti loss and
lsitllonIl lit o)el',llitla l oss 1 d ,,4.1oI 'ooided in1 section

i t)) uilols till b lic simaxI ie dit (cxchiaii capital gain
'Id "lx hds) t:Iltk¢'( ... p f(illleF :,p(,i ol 27 (h) ;~11llion ]he p li[) cllId oll
ofpaii]giiph 2) Iauil (8). 1Fo thI t .i..) esp, of thils r iilajfHil,
tilt, let} IIIC~ll ls shall i) Iiiiipttl[ WIl lliti ,t',gatd III ,,li .. 47 { ).

"(2) Its Spphw....ut (Q sil'ax I ...l .i.f shill bi its net
it ....e t(l I cpol ld 1i) Px'Jll(inlg tih ,xs, if July' of the lit

l:{lIt InlI lu tiol (iJlt ' the I ititl (pa i ssintl28l ( in null>,r llit itii~ nhca< (t ileri~ie~~tirl i;iiititi mlli ii (Ii hihlttsi)
paid dllr.tillh Ikh vtb] yVii i&(,;is'd i I"i the ('Il$i dividends

eneudii lilhd b5 s'l'1 28. 'ii 111' lhe lI,, ofr tifs r -

11t1ijd~ iqj p glut i {]) il iI. li of {.i...ll[4 , )aid li:il be
#iiiJi itt;ci il III >ttll. .Ihh i ,. ;t - o%. 811d ('i : (d),
it!. (f), (g . (1). :hll (i) (of <ctii.l 27 for thit pul't,:' of tile

9iIp~ P, %=47lJ
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I.sic suiltax redit provided in section 27. For the purposes of
this Jiatagiaph tlie net in Cme siall be computed without regard
to ,,ttio, 47 (e).

"(3) There shall be levied. collecl d, and paiti for each taxable
yesar upon its Supplement Q net income a tax equllal to 24 per
centiin 1Of tile allnOuntl thereof.

"() Theri shall be levied, vollected, and paidn for each taxable
year u[ofn it. Siuptliienit Q stra net irtax .ne a tax equal to 1C
Pe, 'cnt ie i ()of thit stino*llt thetreof.

5) Ihere shill bx e vied, collected, nil paid for each taxable
ye, ar i xI of 25 per elntim (t f tio e excess, if ally, of tile net hlo ig-
trilm apitai gain ..ver the sn m of th. net *short-term, capiltal loss
and l amoliimint of capital gain lividends paid during the '/ear.

"1) A capital gain dividend slut'l };f tfeated by the sre-
holder as asgalns fr'om. lie sahl or exchange of Capilal! assets heldd
for malore I h lilothBs,

"(7 A p itlI gaii dividlend ni.ans any dividend or part
tIe"hrIf which is dhsigirlattdl by the (Olll .i.t ny as clapital lalin

dividend in a writtenl notice miled to its sharelholders at any
ti.ie prior i, thet expirm'io.n of thhi't days after close of its tax-
able xear. If the aggregate [tiiiOIii t SO lesignated with respe~t to

a itxable year oif lihe (ollpally is gealtet thnIiI t 'e ,,cess of tile
It'I 1,11g-ti.l ... capital gain over tih, net s..u. 1-tr apitA I... loss of
It, itxable yi)arl. tha e Iomti.n of eachi distribiution whieh shall be
a ,,piial gain ldirhtcnd i.I all he only thait pioljrtioi of the

I{lltt t lli :iitite>nlI \itch such ex' of Ithe . .L h g-trm'
.tapiial gain ovter hie niiet slort-tt-irn iapitil hss bears to the
121`lrt'0~tL intll]O/11t Sl designattd.-

(hi TlI71NICAt, XmrENIIfMEN rl.-
(I) Section 4 rehlting to applicalotity of supplements) is

amh ..... by striking out "(j) Mutull inveslment £omI[Sl](s.0--
Snpplnnenit Q(' and inl,,rting iii lie. thereof "(j) Regulated
lthVl~stUW!P iq l]lies.-Sglp]) piiient QI.

(2) Section ]4 (e) (relating to tax oiln corporations) is
[Iii.end]d to read its follows:

"(el) EGI L TFrx INVlEltrnr COMPANIES.-Il tile CtsV Of a m(or-
ioi, tton SIlbj ct to the tlax il }o{de Iiy S u ppiment Q (relating to

',gulatedl ilnesottt ,...lipenn)llies), the lax shall be ias provided in slcti

tE) RlRiA 'i rIlt PVISI'( IONS I T1 t lqAN EARNINGS AND PROFITr.-
For ally taxable year Ieginnlilg after I*tDeilnber 3II, 9!)35, mi e.fore
Jantuotly 1. 191W2! a orporitiol which filet aln ino I..o tax return

iS aI mIntlal inVe,tnoeit comnlly, the Pllili.IgS ilo] profitH I s o . Jh

ol' Il.... ion fo(l sulch ti al]( ytear (but not its i(' .i.iulll otCal( o ea Diis
and profits) shall not be ,(l,,d~c by any at3iiu'li .. l.. is not allmv-
[ibe IS I ledulio. t io 1 'ilitti its net ineanIe for such taxable
veal ' exelI that this sutsl'ctiol shall not l,(S...il Iin ar]lilt ] i..(
profits of ltie taxable yeti in xcess of the tggrtgate of the dislribu-
tionts I d v hle chirpoiatinm to it, sharehol(der dll[ring the ttnxnlplc
year (.xoluive (f tie tiBnoiitt*. if Y. win ch the (IOIr pol)itioll hiised
its arliIIlholie'v to be nontawxable fot Federal ilicoine tLx purposes..

II
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SEC. 171. AMENI)IDMENTS TO SUPIIIEMENT II.

(a,) Eil) Silaso oP ...... awl¥.---Sectnln lit (b) (rel-
inf to exthiinges oi novperty for piopil) . atlli...tl(l I t read as

(i·) Itxli ][xNCES AND iS oIF PIS
¢

I yl]¥ Bty ('011PONATIOxt-Nro

glin) shalt lJ lerognlized to a tritisior otJpo..t fm1 whicI is a reis
ter"'d holdb(ig olpany or .. assoiate or n :ony (vf a vgeister-l Itod-

ing otOm ll i ut riatYi. it hlu (ll o elnrel tl} aIiide ollf olte of lhe
(!kL['iti(. t.l(i ]':.ll. ( hlt i -siIf tIl] -l- /opertv in exchlnng.

fol l oopetj yf ao>i t1i Ii i l. IIIII, oliII{,tIIY [(I thl. i etl iO {IF

Si..pifipation oIf th,3 hain. diaglty I ~} '-It. all1 '0l5f wlii' the titll'frtIl

cIXOa[ alr opm hhty IB, gra JI.ii shill/e re i gltiie mdea, !-lle tiDli lIo

ertv at die time of ihe Frii...ll. is ,i within 21 imoitlls Of the trarit..fi'
iller i'gl]h[tiolis Int scrild I0 Ira Comtl.ssiioner with the llh'IIo, I
of IIII seerrftaiV, a11d in aLtcoaldti e wit It an( or1der of tnl Seem ritles
al Ex1haloge ColntllsllSiO... eIlavnded for ]rWl~e'y taher than. li..II
(eXeImpt ioltDvl F 'i iv'stl s' I ontribitioil io the capital. or as
mil-in SilTji 'I alf {nthile I.loorallo .... :I S..ll order reiles hat

Slch !X Bihl'III i or itln> n 1(1 e it t .l.. f(-l (qil)orI atiolI i ll)(!'S!-
5sary 'r a ) p'lliat t t Ih iniegl':'ttion o Ir si IifPh IftIion of tlh e hl.lding
tioltlally J SVstlUiu Of hiileh lie ftra-llstoI (otpoi(atioil is a I..ll.hOe.
If dw fit F ,Iill'et V} jiW of SUeh IlI)IlX{p{t IropeIty lit tile tinI{ of
lit( tiansfer VXL('Id aii ... l iatOtttlt{ exp e'ded .t... the tlfiiI..lt .. i[.L.V.St(dl
as I'equi .. led i thtie (ett(o{ll sentellce of iIs pnllgrph lt.l lie gain. if aliy.

to tile extent of sudch e si. shall 1e rthotized. A glin. to
exteXnt that i{ti c('11n111o{t be Ipp il Ill redihth/t1 of ibasis liilerF, sinlio
372 (a) () shall be l eogiizi>d. For the , poses (If this sbsetit.
i (listribution i, cnameliatioi or rhiI pti.. (except a li'sributito
having the eflect of a, divi(lend) of the Iholoe or at pale of the tilIls
feio's own Stock {imio aecquiredl OI} f le I1nm1-fei) and paymnwti ill
eCo .. plett ,- pinrtial] etirnilcnt or ('nSldt(:(il: of seiirltitis rItem-
seltlog nlaflaehtodlles of the trilllsf'ol ¢' I/ tolmplete or pat/i'ti
,Meli relt.nt or (anl4lhition of such sv'uritis whijh is a p?,t of tie
conAsiderattit)I for tIhe IittimlGo. Ishall }h (ohilsidrted ln {expnehditllre ft
n'Iolvry( othel hah 111 II... N('1..IIl ji'lO'ity, :Iind if, oI. {It! IitSf{,' a
liabilIi ty f the Irf ansT(,Irof is altIllnl(I. oII l)ro.wriv oIf t r, hInIfeoor is

tra1nsflired subject to hauMility. tit alr.tr.lll of such fi:bility daiil
be conidso(Id ih) be an x!xliitditui' [3 tu {alrhIir toF loropeit y

Othlel' [thi11i uloilXellt Io'opl~l3 ThUh idb1sttioll shlh t IJpplp
tlllles thei tI/ISf/'IOI' ...).)I:It.l' I 'l ...... it 'itth titlai 11id ill smlI
Ill/tl(Il

'
{t ti' ( llll.... iiis...'. ;dlii AIIIfplolm}l of thle S rletarvq

2ion 72 (a} (2) ill (I a t'( t IIhe itue ,. 1' fiing Ils i etIIn for the
ttnxtild yeal ill V 6lti the traisfer ois.

([ AMiNDIfhl N'If Sr(ioN 371 (f).-Se:ii.. 371 (f) i.s a!ded
to irad as fllwo :



"(f) Apl-icATrloIN or SECiXIOII. -t, l rivi or of th~i setIbi 'halI
nIi.. a(fply to al excha,lge expeiditi',# ivinIshiient distrihnitihni, or
stt ilcless (1) tihe order of the Seciriieas anil Exchange (onlnmisslioi
iii 441)t(dItlle to which scii]hl exehlailgre, xplliditllui. ivestlentlii, (is-
IitiiitlL or sale ,was ilide I'cetes that s1ch, exthalge, expei tllaItre4..
invst .i.itt. distlibiutio l, ·iale is lnieS,,stl'v oil Il Proq)Triate to elfe-
tutIe the pnosions of section 11 () of tie PuIlic Uililv Holding
C(onpatn \ct AI t35, 49 Stat. 820 (U: S. C.. title 15. see. 79k (b)),
(2) suh order smoiic.in] iticnizes the stock and securities andl
4llhrt it'l prty which aer ordered to be acqirediil, tlrallsfered, reelived

4)r sold IplOIn Suilh CXchlIioe acfliiition} x}),l(dii ll' ] distribtion, l l o
Sale. }ind, im the case of ilH illvpstl ... tll fit invest ....... t to he Imtale, alnd

such exchange. acluisition. exptndiulre, investnleint. distribution
orsale was made hi4 ihetljdeit to such I(der. ida WaS (w'fadCi..eted within
the time pIrsiir bed illilror."

(1) by i ns erinfI. rIl "(a) E xt'IN (I GNXIRALLy .- '- the

{t) ]~X( FIAN(il St .dIIECT TO} YTTE I'1, V~IStillNs OF (1''r[IOVN i7l

(2) by striking out "371 (a), (I'). o,' (,)." arni inserting in
iulieu eeot -371 (o) or (e)", I.l Iy s'ikirg ot "371 (i) or
(,)" ani inserting iln lieu thereof ".371 (a)"' and

(3) hy inaerting at the end thelrof the I(diwing:
"() EXCIIXIt-M SUIB.HETE [4{ TIE 'RT VPITSI N (IS OlSECTION 71I

(h).--'Th gain rot recognized iiun a tiaitsfl by reason of
st,,l(ol 371 (Ib) shll be applied to redihm thi hasiS f;Vr dietunrmin-
1g tillTo. 0 ]lo... OII n t](e oI txchlliligo of thi follo.wing catcigories

Iff pr", ill h1 .udi.is of IthI Itili..ior .nnehl.tiy after the
tiiraisfer, ind property m'qilemd within 24 rIoiths after such
transfer by anl e~xpedit ... e (o iiivei's...eut to wlhich scetion 371 (b)
1']11(s, oil account of the awjiisitioin if whi c ain is hlt recog-
Ili'I itlinitr Stliit suhIe.l ion in lhi following order:

"(I) IPropeity of ii (Ihattor subject to the aIlliowaince for
depreciation under section 2/3 (1);

"(2) Propei tv (iiot desclited iill pragrphil (1)) with respect
to /hijchI a dedutction foir Iiiiwt izatioll is hlowable iuinder section
28 (();

"13) Property with reslpi/( to whiI a itdehlultio fori depletion
is allowable ueiier stectilci 23 (in) hit 1no1 :llovaldt, i, Iid I r sei i i
114 (b) (2), (3) ,or (I):

"(4) StoAk amid scurit(ies of or oit.ations not nlecdbers of the
systrnl, gr'ollMo ) of* 'Vhi ih 10 randor iq a ,nemirbei (other I'aIn
sloV' ¢II seeIlties tiv, a t(hI)Po(}itiJn tf which the transferor is

"'(5) Secnrities (other than sitIc) 'f corporationsiS which are
oinIiihIs of t, svslen gl'.i) pof whic tll( ti, iisfeio is a meniber
(otlH thltla1 ilrgl't ies if t: Itri tfelTlI oF of it coliporatilon of

ihchI ii h tIIitr is i .- b idi vr )
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"(6) Stock of cor pratioin, Ci A aire eminbers of the
system group of Wldhi tih tIn.iillshr o is a nli ember (othEr than
so oickf tihe trn isnft' r I of n cropnrpLaion of which the tlans-
feror is a subiidiary);

"(7) All ihlthm r,.il Iinin pio INty if the rI Irasft Iro (otler
than111 stock or secnities of the tralsfiror or. o a (ILorpi.t Lioi f
whinh the transferor is , subsidliry).

The 1ilui!l' ard tlnloimil t of tle idluti' ioi to be applied to alrtituidu
ptopetty wvithin ;my) of the ca(gIi s Iesrlbe id in paragraphs (1)
to d 111minclusive, sia be (let'mhld junder r(gtllations presrii.!d
by Lo TnlnissiOll(r wiith tlit apI)iaIl of the Scretary."

(d) AIFNI)DMe: l'r Or Sn iJloN 373 (a).--c3tion 373 (a) is acildedl
to read as folinws:

"(a) Tie term 'order of the Seirities Ili. Ex(llimig, C(llnlisi4i'
anliS all order issued afte all 28 1938, b til Securities ad

1E]X'IaIIveI~ (Coniission which requI liS. lIltl'il] izs l-[Ismits, OI approves
ti'imsn... tlst (lI Q'ibed ii suhli , ot'dIl, t.tfeOcit the pirovisions of
Fectioll 11 (b) of the 'Public tili ' IlllidngC (olmp:..y Act of 1935.
49 Sint. 820 (U. S. C., litit 15, SI!. s 79i, ()) wlich has Ibxcoine or
becolmes f(ilna ill accordlace withi j iaw.'

(e) A >A>NI M T Om SOFr ia,x 378 (r) (1).-S,,tion 37a (e) (1) is
a.i.mlnIed to Itea as follows:

"(1) Any consitratlion in the f)arm of evidlems of iidelited
l'oss owed I)y t] tn',,ftrr or L (,'tl]ttoll or as.Iilhllti(II (If
debts or other liabilities of (he imioafe'r (iulcudIing a cm.tihi-
A*i'e of m bl'lllnll'lnes s.. bj,(t to which tiLe propImity w'ast rais-
fetled) ;".

(f) AAbrFNDMI'T 'IF SnTrOx :47 (e) (4).-Sectio 37 (e) (4) is
am1,i/ ]llI to nridt a, fillows:

"(4) Stork or Ieii ties whieh Avow' auqimrd fr i ll, I egistln-d
holding (o/Ip...IIv o all :ls l,:-o (,lpiimt rf yit ltII tiflqq'id 11d1
itg ,oFIIl ... whilch acqiiiretwho tvhi (qnlrch o!iitt aftr Ft'B 'in-
any 28, ]93. ulnle(ss slck strck or s(,iil is (oIw (IlIllhn obligla-
titns h ,sL(iiwid as iim[Ien:/lt pioptv ill p)a:ltriph (1), (2),
Or (3)) were :itjIirIed i. ItIlh.itq.,e It Ii rIe'r If lb(' SM, r'il ii
auth lEtxIIallff (... lli Oin ot were acquiiipI qq]h the :uthio'Iz41-
tion or appnni)v of the Slitmis il Imd xcharge . (.1oCm..is'-iom
uudler aly %e'tiliil orif tII PIublih 1hiiy 1,I(diimg ('(,himny Act
4f 1935. 49 Sint 20 (U S C.i tifle :), 79k (b));'.

(g) 'kCuTNtC,,J, A37,xlllIx'.--Stclini 3 e}) >, ImImu..d by
striking .... t %ot (b)hi

(h) i'l.--SMilm 113 (a) (17) is m.n,.ild to read as tollig:
'(17) PROrhrI'r AC(Q FIB Ii IX (N Ni ION WIT11 EX(IiANGXZItil

DI sr1lIIONS IN O I)JIENur E TO) CI llt / IJ[r{hi s I) F r/t: O F ill S(I I'IISI

AN[ ITAIIAN(;E (OM[MI5511N.-If fthe pllI", ty I~aS atcjiirtl iiin
totX;1tbo, t, lI't ]) t itlor ,for, J) lllti l'v 1. 19i2. inl I. , I
des, rilmd in 3h172 1111o1 to it, lafi~ ]..ti.... I} li t ,th h t....
At if 19!2. tII lPi4S shall be that hin'csrihitd i siud sect
(pr ior, t )its i 'lmlmi n(iI 1)y smi , A. ) \ith I¾' to , II I .. ,
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erlyv. If thel 1,i"r1ety 'a, acqired in a taxable veal. bLgiunning
after l)e....llr 31. 1941. ill an\ niujE!4r (Ieseribelf in sell... 372
(OileI tl.an subsetlion (ait) (2)) after its mendme n t by such
At. tile I.asis shall be thiaf j)rpieiibtd in such section (after its
il..i.ltlletit by su(4h Act) wlih respect to sh propetuy.'

(i) (]OSs RIEFI:SI;N(C. Pif x'jt x i.in frnst anip tax on certain
transations t deisribdri it itis .e.i ..m.. see sectiwn 507 of this Acl.

SEC. 172. TEMPORARY INCOME TAX ON INDIYII)UALS

(a) The I Htelt Revenue (!ocd is Hi~lt... by inserting it the end
of (hapter I tile foilowirg new sublchpteir:

"SUBCHAPTER D-VICTORY TAX ON INDIVIDUALS

"Part I-Rate and Computation of Tax
"SEC. 450. IMPOSITION OF TAX.

"There hall be levied, clph,ced. atn paid for el)h taxbile year
begilnninitg ar Ia i Dcembert 31. 1942. a victory vtax of 5 per ceitum
11)..I the victr,)I tflx I't inco.e 1f every iiividhmI (,ther than a

hlli'esluihmll ol]M siubjetl 0 I e lax imposed by section 211 (a)).

"SEC. 451. VICTORY TAX NET INCOME.

"(a{) )iHN] .r...-.--Thet tqtil 'Vji't..m v tax riot /iICOIle, in the c}enS
if awZl taxia ..l ..ea .IlCanl {i'Xlll Is [;*fitid il sLlbN'tfion (c)) tie

glSS f[I { h ("nclh vi Ii iI...minl gaill foll, tilhe ale or
,'lange {i'apittrl l0s'l /'t dehfin'ed in ctlion IIt, r int'est 1111iwed
ms a ict lit agaims -tq i......e .under sectionl 25 (a~ (1) and (2). or
i..O...mil Iti' ed([ :rS omIImi(mtkhmi for' iimpli ¥ 01 s,,(lsN hiIh teo

imc{dd in ghis, i(ncome b5 rea'n, of b( exeption (ontitwd it,
section 22 (Ii) t5)) minns iLI. sum of the following dedwntiis:

"!1) IExtic:N::.-I-The VXlls(s tltiooable as a dceductioii by
section 23 (ti (1) aind (2).

"(2) I NlFI'J i.sr 1 1- lne As l bloa le i, a deduilction by section
23 (b). if the 11i.11 ,Iitdns in respt oIf whicih such itierest is
alhlodii was ithtll' l il .. i i riig { 1 iilpy ltin or businelllss or
was inemtod fhti thle )ldlt'mtl or (0oltion lOf inlclome (r for
fte mIull.t..miemtll (lol>rviuII , o rliamlitiliuir'¢ of plrpeloy held
for tile pI'odhii. ilm of itm l.....

'(3) TxXs.-Amonuits :lwble as a tdtluci kollt st{;tiOll 23
I'. to tine xtIi snu a iuts ep d in ...... in ...d in .£ c

tji.m with ti, irring 1yll o[t Itr]e tml' h tIil( i ss. or in tOtultttii~t
,,ilh p )op dV tvIll, ill tr, Il o v' }), s.l.ess or in toni..t.!cdl with,

"(4) L..ss,:N.--L.. (,lI I}.. tnitlo Isses from tihe sale or

2;l (4) (i). snmhjc0 tI.t hili;iittilnm I'.,vi.Id~ in sctton ,23 lbi)
"(5) g ,D Il1 ,rs--l'Ii amount :tlotx nI[ by section 23 (Ik) (1 .



"(; ) I)D,'in( [.v Th.--lh atro...t ll..vabi, ly section 23 (1).
"17) I) i:,my.vx.-Thle [i...)lit. alloable Iby section 23 (in)

and (II).

"I8) Prxs Ox insr'ls.-The /I¥otlilnt ll owable by sao 2r i :2
(p)

"(9) NE:T OP)xIrZTINxr ,)sk,-T'ie f operating loss dehut]oi
a llowable by sectiit 2! (s).

n1() A XMOITIZATION.-TB( In H II 'III ItJ t Iot awllh r
slil IwIfim' 2 t).

"(11) ALvhn xI.--The amount atlofktbhl by secionl 23 (u).
1i 12) Sx'CrA[, LIEnt cri£N.-Pl]o amlu)tllt ilclOwable bSec tmol

120.
ESrATIE AI D Tit[[SIS*-InI the case Oif OIl OIfI ,t OlI t' lisl.

tlltolhiIlt alhltndl1e b) sbhsecition (a) of setionl 6Sin adildhimi
It the ainolunts halhwable by subsctioiis (b) andi (e) of shli

"(b) Ih :mMs Nor Dvio mm "I ..- '1 Xe dtdhil iilsi, allowable byv sb
sqi on la) shall Ib sihbji'u to tile linitaitiins ontijned in stulnln '21
al/ Sopphi ..ent J an, in Iihe 'iase of nonresilentl alien, suljec to
Lie kil V tax. shall be subject to the liitatiotiOlts otiili(d ill

Suppl.....nt IH.
"(C) SSt pl:EMEI T T VAX PAYE.-If for any taxable vear a, tax

payer mlkes his retun and pays his tax under Supplerciil.nt 'r tle
tl'lcr 'Vi&lI.v I ex nct iiLOt[,I l oils te glos ilflle fo r ch el.

"(I) HAsis rolF D)ETERMIt NO Loss.-lThe basis for deterininig the
ii..i.. t of dedUeC iem fo' losses sustain1e/, to b allowed t]nde. para-

,laph (41 of subse'tIlin (a). adl for bad debts, to be all...d tIimhr
p'magn qi (5) of sbsettion (a), shall lbe the ll listd basis I ro-
vil'i ii secti 11i3 (b) for detcrmiiniig tie loss froml llthe SlI or
othier 1is)Osition of property.

~e) 'UIRU A i'ipii Anni TO, PARTICIPANTS IN A (OM.MON Ti'RX irU
It'L N.-f-In tile (ae,4 of a jIiirtiit Jlnt in a Ct.l...lO.l truost ftnlld. lie sha l

tit JI1 t of tJhe (Ol...lIOl tlrslt milid inlOtlie itclide ill tontplti/ng

hi XittorVl xllj nc illCIiit,.. wheithetr or ,ot distribtiteti d Il( 'tlI'hel oIl
not listrflnable. only his lpoportlonate share of the ordinmry let

h i.e m the rl'dniiarv nlet I..ss oIf the co(lilllOil trlst; flllnid. i(lllp)ltd
a1 plovided i, *ttion 1) (d).

-(f) RtLE ApPI.TCAPILE 1, puAINeris.-InI the c, spof a, imividual
Ot lVI..g '1 IIbuSinPSS inl plii1l(i'liip, ]i! shall ill respect of thle pmt-
Ii(ishlj in. rpe inhlde ill i Ol..)tlitig his victory tix lEit itii.h..t.
whetheitr ', jot dislnbution is inade t, him, onl 1 bis (distributive shear
Of I [...i.. lil'l v 1I1I' irpoitin or the .r..inary net oss o(f the partnei-ship,
c....omltedI ais providl d in section 183 (b).

"SEC, 452. SJPECIFIC EXEMPTION.

"hii the Icas, f Iveyv iiIivIilnal there ilshall be allowed as a credit
against the vict,; lax wI hilOhi&e , p,1 Nifi exemption4 (if ,G2l. fIt
thl (is of a lultlI ..nd wif filing a joint l:orletr mils ,'ti
51 (hi, if the vit:lm l:x riL iOClOllit of Olne spiuse is less than :621.
till algrete .i. tr i extiplion of both spo.s.s shall hle hilitid to
,4;624 plu i]Iwiety..IV tax it UICwoIe of SnUCh po.lse.

, I: -7-
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'$SEC. 453. CREI)IT AGAINST VI(TORY TAX.

-( a) A I[I~XmA:, I, tI I :i I.i IIt I hiahl be allowed as ai

(II The ' L I....... I aid ];iy lIh e lxpnm'I .lth :ax'il year

l ......... .... M e ]n"uran e, Illh i f on ` i mubvr'N 1, I!}lN,

(YA I: 1m th/ ;i ..... 11t }:idt dur. 1 1 ng Ip lll' tli![d eg at it' tr oil l t 11l
OnS Jif4 itH'lliq!m~oni III4 1iES a r t fal ii il &i'JIIo fI' 1o1f1 2lll'f

Oinl 1 4 tillt I I oiic li on11 .. t.ll il.p i } I)1 'T lih Lft42.
- I'll, .l.,... oy w'lhii l tIhe 1*2 to thle .. illht llit t iebteld-

iips (,f ti' IIIXrnVI w iiqawtnliiu it dli , ti(e i'hiiig lte peiod
1,elgoil.iii ... ejlt(p Ii ll'bl I. 19t2. al4I qlld;lll$ with l[I I o', ol ' hV

I> ti ilng ttiaibh yIpaI. iNie,,d1k hIh t.l. (il)li( of ilndebtednIssi of
thI laXl yettci . .IItsltI{ilog Ilt {]1{ ~ Ci(( (f Ile taxable Vear.

") 'ilhe iil.u.. 1)I Mhi lil te B oitit.i.t of obligatiorns of ti
I[iited States oi]ed l ' tIe taxlIyel to Ihe laist day of thile
talxIblle yeal exttieds (he g'eIIt' if (A) ithe allO...It Oif iili)
oligitifons itned I Ih t ax taxt. {Ihi .... t DjJar 31 1942. i,
(Bg thlt [higlh'st lioii/t of shli uduligalionis rlened by ti ta Ix

il lhe laM d l;n pI'el (liiig t..xl aih year endling after
I he,,Ilhe' 31, 19.2, As ,d in, this paragrapith (i) thL, te..

1.W ned hy fi, i'iti vr sill i IChathiiun Itt of tile obligta
tiolns owneid ` Iih l Iy 3II the tnxplyer and ol hiall orf ihc Il.... ll
of thi' oilig ti.... ox'lid J tIJIa l I l (t'e tlIXpi}u'l wt ... on o4 Iei

filt' 10I1I1 ( l l , IiIqIi.z... If lI,,, [Ilited StaIes' Iilit rIs slttol obhiga-
libns of twe [heiled States as the Secretary ma' bIy regullatiols

leIIitmsn .l cormilitwms as lie nay specifvy aid (iii) tle teI'm
IIIIIii.111 illf obliwatioi, If the United Slates' m..ea.ns the ltlldllit
poid for shIh oblifi nils.

(Io I,N(itI'.ON oN (',[,r[. lh. e iiiioii..t II siftuch credit for the
tilxtih (' Nell' stlill Ih...OI mI t[ d Ihc iliD. lilt of tile post Wit, credit or
refuind ,llhwqd by svc i.... I51 fro such taxable year.

"SEC. 454. POST WAR CRIED)IT OR REFUND OF VICTORY TAX.

;,I A(iuw IN( l: Or (']{Etr . As .o.i. ... ,latjt'albhe after date <)f
,eI> 1(,1 If litt]iii's ill I,.' }IiV l Val' [:I dt'fioed ii set on 475
(bK >, Ih, f"lh)~i Hg l.i.OI.tt. it' victory tax midl for erich :tixia le

,'lv i .r ..IL...fnlf g" ;tri Dl)((hembe rI 31, 1942, shall be 'l'td'it d aigaiilbi }ily.
Iiml.Ih..' ittX Ot ]t't--Id[l....t'. I,rl ''ff then dhiue fhor' the taxpayer, and any

bahlnc, shall be r(CfnmhmI iiiidi'ttelv to lihe ixtyer:
I'() In ] l the of a singl'e ,laiBn air It nalid pe(rson ]vto

i'Mag will] hudsl/il or ,if(;, 25 per centin of the victory tax
.'$5(. wIO,"hlhlhev is tile lesl~r.
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"(2) In thI na~ of tilhe head of a family, 40 per (entoun if the
victory tax or .O$1,000. INIcler iV tew iessr. In tht se ,o af
Inlrl'Vit pCI'It InU \iIIth lisbmaild Oi wife wheir s.... mat.
[re'li' ti e filed by l"lh sp(,usv. t0 li · '111 .... I of he vi'tory 1x
or $500. wimcher" is the les ser. In hi La~/! if a 'tri]d Deson
Jling with hushbandl or wife whMereas.., pnae etirn lieId by
OIlt SpOliSt! 11141 lIO In i:- fil1 ly time IlltItet spouI, O it, the
case if a husband aI.d Iwife filling a jlfint return ..... er lt'etioil 51
(b), oItly Lone sch credit shall be allow'd andl such cidiitt shall

notl exeed 40 p)et (n un of the vIict',y tax or $1,W00 whiclever
is the lesser.

;(8) For tI.tti, (leFt... d , it spcified i, scttion 25 (h). esIhiing
Its ( le)elendnt, it, the cae oIf head 0t a amnily, one W}1.. woitld
be exchiled iunder sI. tiil 25 (b) (2) (1BL, 2 ])l' cittlum of mle
victory tax or $]00 , hIli h(,vt"r is the Iesse.

I(b) CnaNiIF OFe ' ST'IU i. IfI tfor I..y t a xM le yea r the sta us of ile
taxp[tIv' (tilh' ial) ai uIx )thnvl' wim., iwlk[,S Is ,trlt ad I ... s his

"lax undr, SI pl .h it Tl wih iit IrnStU heIa.liitaIelati.a'it d i)i 0or
Wit l Vil.i..l' to lis dtip.ll.l.l (,. (tllallZII(ld dI ' il l( taxaIi )le ¥ eai , thi e
Ia nlunt of the icledit I1 lef..IIi. I[n'o i( IId [Ii tHis se n.. for 5tli1 tax
able Near shull le - llappo,-tWlc .. [.l.m llihs'a rgIia.. io.. s p lrsb lled
be tie ( '< tissio ,Ir N3 tit] Ihv app al (; I el t. ti. in t( (i 'tb lllTC{

xw:ith the 111h...z[Ilq of UmI..mtmtl• Iefore :red .f.I, sf' h i'hI'ian Fo di) e
)put;ii.ei of suth appj ltii l.ul.ll a f,11 lonal patl if a I ,..ti shall be

diiegai'ded Iiimie, it 111nlmmits to Ill'i! thui[] half a tjoIjtil il wNiwi
(Ias it shl]i I4l considered Its a ntnth, .
'(C) STlb IOF SUPPLE- INMTExt T IA XP %¥1'L I f fIrI any taxhile Neat

a taxpayer I...likes bi rtI mam (1d Days his (ax ilield ..1 p ...k t T,
fo, thl Ipulo)se of ilt ,redit or refund1 lpromdid ?y this, SQC'io, Ihis

stants ca' Sllchi y)eair with lt' t h, hs mritliid l hnatIOhip or With
,respet ito his IeI)emlhts sIhall I- &etrIiiiined illt aoLt(inflncc l'itil It.m

ar ovlsE of sc5,tioni 401.
"(dii) ...mra, oC, L.I.r. N. No post ai c IdWit or retfunid of amy

[rI of t~i, ,iitoY tax lmovidtIlq ill th Is seIt on shal be allowed or
Im.h. afte r 7 .....rm ihe dtt of Ic - ,I .... of hostihpi & it, lie
pl'ellt wILt. tiLittles lail foi (±'I edit . fi]refn is filed befi, e Ihe
,x[)irlati(l of 511,(1 date. No interest shall b. allowed mi1 sumh crdits
o ref.undr.

"(e) LIMIT'ATION OF ('11EmI.-Tlil' ]')Ol War' credit oi re[fid

al]wvid inlde section 453.

"SEC. 455. RETURNS.

"(m) IN lAmmtAL RWit:,xs,--EveiY ij..iv.midual hiving at gross
inemllo Ill e(X"ss Of $(24 for tile taxille /{ear. shah .mike, Iiledr
Legultat[ios prmsu'iled by thi (hoImuissi....ir \ith time apiryoval If 1he
S~l'etarv, Il itmI1. vvh1(hi shall (il.l.ill ort be Aclifip d IIv a written
deLiaatamol thli it is udIe under th[l ties of [)ritu.' stamtirng

specifically the items of ]lis grois il ol..e anti the ~dfedctionls a 1n
crediits allied linder titns •iih'lauit'.
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"(b) Fniociul 1irnx-.-----verv fiduciaryi (except a rleeivie
ap)pointed II auithority of a1; in m poslPSeion of oIld; . of the prop
rity ol all ihlividn ii h )shl Illnak. iult(,ie rgnliitions plrescribedl by

the (o(l.l.l.9 ilit ... . t [ 1 itI iJ},[I foUI tb/e StoIrta'v. I, ret1in (Il .I
oath. for a1ny indvlidual. estto. ir tilu fill ;lu 1ih h,I actt, i! he gros,
inoorme of such individuili. tstte. or jI, ll ,is i( NYi'SS of i 624 for tih
taxable Iear, taai in specificaIIv tihe itemis o f ,rss iicoime and I he
de(dc1(tiolSi Indtre'is adllowted iun...der this +.hdtpterO. The porvi
sions of sevti(n 14'2 (b) shall be applicablle wil, reIpeLc; to any retiru
relulred (lie ot... t 11 d¥ Io Ilie t is uhsIl*tI n.

"SEC. 456fi. LIMITATION ON 'TAX.

'"The tax impl)osedI by etwtiion 450 (viclory tax). (omlpilted without
regardI to tihe clr'Iits p1rovided ini i4( it 453a. 45.54. and 466 (e). shall
not (Nxceid ile Ix(esS of !)pe cel' tn1I of tilt ,tet nicom, of the
taxpayer for the taxable yer oer tim tax imponiised by sections 11
{norrnl tax) aid . 2 (sIlax)) eomllpnted without tegard to the
crdits prinovided in setiois 31,32. amld 406 (e).

"Part Il-Collection of Tax at Source on Wages

"SEC. 465. DEFINITIONS.
-As IAed in this part-
{a) · PAY R,[*, PLEItl)D.-IThe tem 11 payv n'll peiodl .I....S I pe'tiod

for wliidh a palneent of wages is ,rdinurly liade Io the emnployee
by hisii eprlver .

"(b) WX.,oi.--1] l ioinl 4wageOs mealns all rpnnlneration (other
th.an fes paid 1to n publi offiaDl) for S'vices performed by an
employee for hisea 1)loyver icl i ling the onsh valte of all reomner-
ation paid in airy itn'editl ithr, tltlt clash x(lc1 that such 1tirmn
, lial .. ot iolm .Ii. reI ..I..llrri'rtiorl iptid (1) or or'iceS Ijxl'fo'llowtd iI
t melle'beif the imJil, Ai olr inava foalCtors I tilf United States. ohthli

lttla pellsions alnd n'tirl )da, (2) tot Igrinilturml abor s delihld
in sectlil 142(t (II)), (3) for do(l ,lhl(C selVI( i ill a privalte iTorni
Jma]... college ..hi1.' kwalclnpl; ,'l of a iIge fraterni ty oir I lt0l'ivi
(4) to Ilti]l ]l1tor tlot in tlie (OUr[s (If tim ellploverl's tI'le (or
leI)j1ll}!sSV, ao fuisl1, fiII ehnpl(oee (

i f a ltoresidlelt lien
iiihvildld olig;n pu'til},rhi. or for'ign Ort f 'o>lritbi). If siuh inli-
vidloIIL pal tIl....IshIp, UP I)(r [21I[t]. 'II Dot ri ...g (d ]I alIX In biii
... ss ith I]e UTillted Sta:es. (6) OIt ( 6it' is Im (ell/I.p)oVe( olI a fol'i$II
-lPlII ¥1,1 Il" * allI Wirl yy w/hobl ollvi i ri s i .. iii. .i eiu l lnlepof. or (7) fto
Tul ' ... ... Jl'1(di a ann Lhh.pl tto Mixli' (hntsi(dL, lIIt 7l ited States
(as Idehled inl sgtiii 3797 (a) (9)), Iltes- ,ti major pirl o the
servtics perfii...d Phurri..g the eal]e.... m- ",le lI such eneployee f .r
hies ('pi)ye Iae per hI I......I ilhin III, lnhtI SI Sts.

an y p1 1 r....equiredI to withhold. collet atn pay the ax del

-iitt io' 466.
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";(d) ]!£l,~.-I lie lm'm ;cmllov~ee ~ in ch ide il ofliqter, empllloye..
I' eleteid o]icia illl o h l i sits,. a SIl at. 'Teritorv, or a[Vy

politics! subdii'hnl I'cltof, (ir eil ]istii't of (oluAbinl. or ttnyv
lgfrlvty Or ijitrIji..ei1alitV of fillV one or OF O[P thi Je foregollg. [hlie
"ll, I)I e als0Io itlib.il flicr of a ellporattollt,,.

· i Wh aIll indiviudual fllis i][. 4tViCe' of ¥vhiil'/ve lnlll]'Oi. ilS
tihl elll(JoyceSI plnStI.

"SEC. 466. TAX (OI.IE( TED AT SOt R(FE.

(l) IrQtllII,,I-NI I ( I WEi[iiili,>i.%I-ThJcle slalJ] Ito withhlJtd.
- JiAhe'LCI. ianid jiil lijiil ilpol X.I.o of (1E Pjqi, t } '1% 0 11 extetIlO thit
.%h vages '!" includible il , inelet .. 11 Ltax equial to 1 per ti] Ii
of the eNcess of each llyll.. !Ii Of siuch wo ges over Hie with ho Ing
deducitioln allowable ulllael thii ptirt. This siJ3s(tioll and sUilbseonnj[
(c) hal not be appil 3illP i]l iiil ( liP Plid e4 for it, ctiolio 143

excelt in the case fl w;,w- paid rsiqdols (ifi (!ltlJo11 igiois (CO4lIt

Who ltFe l iull el llw iitetl states, iat fieqlw'*Ic illtrv'lS.

"Iib) VHli'}ljltaNo lm I) u i"o.-
;;{lj) Inl oplttjftiig tlii tax re(quired to be Withheld under :-

section (a), II ... i..ihlJ l alhlod :as at lednctio1 ngttint thE!
wages paid fo• (xt1c p)al idl ,liiid :,II al.lt.. flht dIfelh'io.lm ill
a1c((d"ril(Mi -rvlh the ol'(lo a fhtlth

Withholding
Pbay-roll period deduction

x~V ~k ly ---- $12
liweekly 24

Molht-ly >2

sit a .lli.. .. ... 312
A..... lll]y ---. .24

(2) If a pay-roll period in tespect of any wages is less than
onle week. the excess of the aggirigap of thi wages paid diii ig
iach lle } mn Ilai week over tile delduotilon allwed by tIh Si ibSeltloI
for a WcldV pay-lkol pelrod eshia Ili be used in conipLting the tax
rtquiredl Lo be w-iithIhli.

"i8) If a pay r1ll 1peiiod il ies1)ctt of any wages. or any other
I 'rind with respect it whh;iags ir e hiti, ias tot et wfitise

l'pt"ilfalley plovldel tol2 in tills suiiLse*h i't, ds edluction aliow-
ah41) nIglthslI: w eldi iiilel of such wages shall be the deduction
allowable in tile Iast of al llilnal .i.y rill period divided by 365
and .. ll lit d y lihe I tillier of dlays ill such I)eri(I inellldinig
Sundavs and hlias

I") Il c a... v utse in which wages are paid by an etltulvtr
without regaItd to anl pav toll pw'iod to other perio , the
(dJlill aill "HJowllble ';iiiislt ca(lil p'ynvmtt of IiC/h 'i geS shall

tlb e (vlitucthtln alhI de ill i il es! of fill ial pa-1111111111ll
period dividied by 36J5 atnd a1timull ijiv )V tile lUolmti tAf day,
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(t(memh I... ~ o :reF d hwlldal-/ ~OiI, h ' h. elaopsed since th,

dateI, of II, 1:~t p,'i]/u .... o f ~,u,:h 'nLa ~- h)l -mh elnlO~JhLv dut inl,
~]]i, Ild('H ial' N(!q ' /IF Jill' d TQ ill H 1i~IH1sl]Cif { I ....... 

!
(Itl~)OVIwIqlt

wit h IU~h ItI i~}LII', di II iln Hch 1 Nf,o. of'JOIfI ali/11,Vif O~ ofL~ Vlea J

whkchever is, tht* hiter.

"(5 The deduthti tl... IIIma]~, nml(' thl, -uhsecition ht if ,,elt'
OIf ml i InldividualI Ifr ally cah',lb ?a~l ~hull not, exee [hoI
to'Ild illoductoll WItic 'ioll~d Iul), ]~tl~o ~iIflliH}}do II~llhI Hila
graph (t} II tile "only 1 l~0 hd[i~jrhd of stuni huli Mu, ha.
bCL'I11111l mullmd11 lmyI foll pm],d.

11(I') W'xI li:l 1"\Ii~ WVlmw,~.. DZNG

"(1) At the elfectwn o ll o[ , ... IIdoIel', iiY hlis Ira31,1 ro , vrid

w itit rI' , I :I to fill ,~l ... ~ l ilS ~xecldyv I ....hlxee li, Sl'Itli ..... 1 h11v, o

11tonlth/I¥ there~t ,-htil le l'itihlold. cfilfevhld, ond pait UpOw thi,
wage, o II~ pilpli'e 1IJV ( ti (1,1x IT'lH l~ ... lltqill¥1t;I]](;I wilh th,
folt....nmg hbld,s. whlh, shall hle in, lIeu .f( Ille Bfx oquiled to I...
withhl'Ild ...... sofisolliom !I) :

Ioh weey ,.ay-ro..l ",id

RTh,, 'I rh mortr iof ta
I Iot o, "I I I IN if ",hhh U .

ii.dI hI i Ir I II

' iI
2)
21
2,
32
<1

10

70iii

I>l

I1(I
1211Ill(
130I Of
I,_jI]loU
liU

1710

:200

~, k kii

70ii
L0

2 II)IW)Iloii (
2Of

:/ mil
;~ GO
j II

70
5I7, IuI

I; ll

it
Ill

I I k V k .l-! 0(I l /
fl~ ,1 1 V l
e, 200I

IFor I.ieIh p1,oroI x.riod

I h, . lI I

'21

'4gO
1;0

71)

I 24)
it')Iii

Ill

iii
42,)

'ili
II)

120

9Ii

2Ol

3011
3Il

SI I

4!;0

I'll

-,I)(
]Otl
1\n

iii)

50
60
70
s0

220

L4 10

1 0
Ist)

1((

220
3O

,it)

300
42O

5;2(i

420 I
11(1
Ili)
ig0

51)(i

2Oil

2 14t251 I34)
534)

531)
I 30

30

'i)

!) :(li

110

s 7(10

I I 0

221 30

]d :lli]6 /O~
]7i :((0

21 :Ill
22 80

$23 80 pl, 5'I
tif hI if (X
over Sf500.

If tia a tttt

i io

are flyer

$12

21
I21
2S
32
3S

Go
If,

III)
Ill,

Oll)
Iill9l
IoI

I [0
1,(/
I00
2110
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.or worn tniy jI roll iriod

'he. alou . t oI
r* iithheld

Thali b4
If lhe wa,,, hit nt to

Xrt Oy. f

I amou ..... l 0 ta
o hei withhold

uhbll be

6}II

30 N ) 10

10 ~ ~~~~~ in
ii~~l I 90i

"O 2 0
I00 3 20
E 20 I 20
I II I 20

GO I 2D f 1
I SO 7 211
200o ' 2o
22(0 9 2H
240( 10 2I.
26o1 II 2o

211so ~1 2 21)
IMO 13 211
320 ]l 1
310) I. l360 ] l6 21)
-tiO It 21)

I1 20

t (}0 20)121) 21 I0
I4If 21. 21)

Ii( -it

500 23 210
$23 70

·ra ~ ofl, I

.4i' ( ' i. {

i~~~~i, ~ ~ fti*i * l

$52

14th

I 2I I
241(1

200

2S10
`io

Ilo

7204

$60

9204

I Ill

6101I 0

,I(i~

1 ((Ill

$6t0
841

120)
I 2(O]40024(1

2002 (i~

320

*400il
ISO

1>11

52(1
IIIl

6560;10,filli

5(0
IN)720
76(}

80O
*840

920

I, 000

XII (

$0. 20

2. 9O
3. 90

3, il

4 90

.S 4(

1410
II 40

18. t
20 40
22 10
2 i4O
26 Il0
28 40
3(0 I t
32 If)
34 10

I38. J1
40. 40
42 40

4-. tI0

46 t0

$47 11

of the

SI M00(

"(d) laX IlX IPAll RV( BY IIN.-'I - :if i.y tix tqlme(d 1ndr tWx pia[rt1
to be ithl&hII amit t(l 'r , I IIah I n v, l byI tihe riIp ilnt ill f io e i'rone.
it sA }[m not be rr-'otLectd fr' I wI ilillhh.[Ii g ago-it; but stnwh
)liIt..Int sihillt it 110 lli 0 'eMiele h th h .Mitlilmg genii.1t fn tlli iability

for Idetll s/i . ., ll i hl al q)Jil.ble Jl, Jr rl i o esItthle tox inJI[t('l, 'I lt his (<'hI})tlr.

"(0) (}{lll't k1l A W['lr[11 il, I' SI tia iI,.- 'lIle tix witllheld arld
' .ileleed ih.l til> al t sil ] 1i..l hi, d1iotI/ d Is It d i tio.jI 6 t il}l' to
tlhe with hi... g Ogenl (,i ' w to Ihe i piflcIt ol thie ilnc, e .. i pIlitiI ,
let ileomp: bill till 1111111O I],IU lax 'O xithhel"' ard I'le lq hl
be tlIlve(I asi a 'i'mtit ;g mlfil tli 4:8 IUmi}p4 Id be this I lhiptel uIlpon
tile te,'ilpim) itofI III iln, oIe. , m'h ( Ir(Iit shuat[ be alltn d first ag/2iimt
tilI vieht. W tax Im po'se'd b3 st'c' n 450 (adjusieif or tIil'e 'dit
IhIl] ,(';I n lov oftion 45[,3) tind the ex o4s if stl(I h crdit, if any , l .rer Jh{'

", Ix ix. S< Il InIIh'd slia[I be alIW('cd d againIst tif tatx iltq)(pIei by
(I ] I ] [ ii..) 12 I ion 1(too. [P t ,iP Iase ]a: 1{.

r e(f) Rhis x}* .. , bee \Vlim',t' i } I p tll ' III I)Vn IeItVl.....i (IJ of tax
i,,d,. er th is j~ im l i .nm ] If nt I' 1 4 t i e dili t od , Hilmitle I Lu, ]ri" V m sle oif

fil

41)
30
(ill
70

To

120
I I(

I o
200
22`0
240
260
2%0O
30(}
:320
3 JI)

3610
380,12H)

.ill
160
48(0
500

Ifi ' "l"I I.
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,t, irn :f2 -Ishll i II eI made li, tI.I tv i]. iI IIt o;f the i..In..l..: hm. it :Imyn
-a it h [ntIh su1, h , I x cia II, v Ifeti bI l he i}tlhhotdrtTgaa lt,

"(g) 1N tai:mIf) .XNl) Eo :III) \ n.- the .l...L...t..Iatil]m pjid

b? ill (!1iipirkeve to a. .. I['dh...... for >'e'Viis Clirf(le..... dIlrilig ([IC,-

ihltd o0 IlOr' of ileft payl>1ll0] peliOd COlt iiTib4IM , fgil',:Il the rlnluuI-
I1eFlli Oi ):liidi b - b:Y I ii , l], to i, <it'I u vee ito . sfIfll (,i [I

hall Ie de(liied tob be w;aig: blit if th. eiilliil-ltn p)ad i)Y iill
t!]T l[{>! l ') a, {il ill{ e 01 ...... It illrrorg td r 11].. m le thlall

i i] . i. f ot(f)7 fll, Ili [i Ja -llO { pu-iold (dc'. 1H1t ( Iijtis .II I. W.l.r(+i tlh!i
li)(, of te Ilh ...... u itiih Imid by' sith empll) et to s..h t, I p.o.. el for

such pt['iod shall be (d"h"med to be wages.

'SEC. 467. WITHHOIDIING AGENT.

tio(at{ ('41,lfiIiON ilttd)aF ln \it'C by peu3

illd W1litiI plaid ". A, lu'i il ti IIIs ill • (i/1111 lthe teini 'Per1{ o f t1 u liIll[I
tfitiers and PilOtts of the lititd SlSltes. Or of it slate. TerritorY,
o0r fullny })o]itirl[ Ilb / l' i ...Oli ilieiho to. o[ of I tII Ii'triet if l i i, O il]. Ort
illy Hlglity (~ 1' 111 rtliii- Italll itk oif a ll? Olot I orltl! of {le forcgoiog.

re'quired to withhohl ((illet iy tax .iiider this part shall fi liable
1or t11 paynuWnt o f P'N. ;red shaH not Ibe liable to ally persol f...
thle iiiitllllll( of ll' sllCh ji v)lxll t.l

"(c) l I."l•EN,-s-I llil 1 thei Ifi 'ilT..i.t of

:.ljuistutit'uit;. w~thi res[.. dli o th i ile trix i oidld or the Ix paidl lumav
i illllD ill Ii ] ,llstqou lt lll qilar <f Si'[I calilmlhr yetar. without
itntserl in 5(ll .. T Il, r i... I i . Ill ucit ulll iles . . ay le prts(ribed b1

regulations .... t. I tile ('oiI11,1]sISOi.... l X [I thtin ipplHtoval of tiln
Secrethry.

"SE'. 168. RETURN ANI) PI'AlMENT BY WiTrIHOI)IN( AGENT.

hi, lieu of ithei tim.e p1,WI il'bcI il , l<' hIls 5: a{ 5; 5Ifor th, I'liulr1
1dlot palIeneIt of the t I; l jhc)pwtl bI thfis ella pttl'. iVtI'y pe'SIOBI It limtl( I
I, 0t];]ld aml ol(hq ail4\ tax Ihi. setioi -(6 shall .. ake a ,inl If
liD( pay uI, ch Ci l' ilf .).. b'l(r tih lait, lay of the( lioitll followiing lh1I

cIyi f I-tu f IlI'ti Oter o ll ,I ::1e etlul rP Veti. Every SIIlI p i'll] shall
}... 1 ... Iwith til. linil vItrll Pt ti] cIalleniua year5ll" uPli{iefte (O)Y f
,adl rc.,ipt Iqoitil'/!i to 1( I' i r lif, tlt If l Mi i O iioi M 16. l vely l i l" i

pe,-I... s.t..] also keepl suclh r'ohnasdi tleli' nid,]r Itili sli...i s(tale-
ciw, With resj>,cl Pu lhi Itx 0, titbd.-M tuld nil'l]].d ias IIviy be

rui(i4i]e Hd iiiii'. . *gl;iif iIo ii,. IllMiI)(l,wt hd [ the ( ... l.ilih.Stis hII. lithlI Iit

SEEC 169. RE(EIPT1'S.

"(ai) iios(--Ex t5 i1u1Inmr lequlmi'ed xc fillhhIhi and collett a,

J l i i (It1[' l [li> (itli)]OJBfl0 li llYIt IiIi t i pll 'll(l l yV, l. Oil
or IAfl Jlmii ii :] ift Ih i rt.y. .m irl

'
, ('. if Ili t. .. i} fllyntit is

teq'lil~ilatt>(I befllru {hit (ideAh or' c alellit lIf . -t. I, till the day In
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whiii ll(! lnin pa:ii.l . lt of ; ~li!, is mlttp. t Iriltl slaleniie.. s Ill iiigl
die period cmo IV Io\ he l Itat ,'mere ihc js pil by thI euh,1.. pq ..
to Such elnjllLe, ([urim ltz sut1 }[iolfl.. anid Ie a i..l.t of th!e iayi

(Dhld ar l ,1iI,,N , istp. tit' .I B, Of S I-q h ,q1 4

1II tq IBA sIl, l I.. I ll i l o if llm i'lill[ it,111i1t t} I)P I t Ili l i

latio a ut i li ftI pII str Ii ile withi thi aipro....val I of i S ,reta: iu, may
iii'h t to a ivQ[ tIi>l ..1 IVI .. Wt l N i ,s ()I " IXI*[s f i..I.ni ..n in exlevS

"SECI. 470. PEN ALnT ES.

"(la t)o f i' l s iou t Fn(4 O]NT er" OR.r r Fhl[ ...it: Iar s uc mhIoh
n 1, r-In lieu l In otl thell r pi!II dIthI ell Iaw (x l ep. It he

PemdJ pIrovided by sIbitbtiolu (b) It' his sect tm), lyreqiuireld audio the jorV!s('ca .w ol }1tliem Y '<U¢i, m i nisl a, reeit ii,
mmxpmeet of tax witlihh1d als-t-a o, this pill ')ll wilfully, flFmishi's
aI tials or fuaurl iidlent rivoipl. or ,ho wilfully fails to fjiut,ibl, a receipA
il file iljiiller t t10 1ltL,. ntd w ithfh [th i rtilt tiluimd

Viullier Section 48$), Or Legmlaion, prejICalbe[ thltt'iiin eei , shall Ifll euteli
sulh failure. {iy'II ]OuVII'tti thVl'e bthel fird nDot lil-oc l/n' $14100,
o 1r is (a s)e ; or ot Ito.,. th i tih onhe iar. lt I . il h..

by subisectioi (a) of tisl seition. ai pioo reui red undehi
proviliy i, f o e tion 46d to i lre ]l f1 aimishq ill or t f tax nvii.
lt! pIurlirsuant to tiL Im Fit wUho ][il X i 'fll v f Oiuril saal) II TO Ifa fr[iiwl

Riitt rec iptor who wilfully , ils t}o f w-In u ,eipt in tle nia I v
at the tiiie iil shoviiig tl ijfort i(ob) , r'Id s s ' Ati WI 469,
or regultitiori p r......ribed iheieundeii r. Jloth fo a t suclI 1 h fjic, rlie

llr(c) FAIURE o V 111H tul' [(! p viitii Of AU ' ¢ ) F16 ii lllqit. }N[ 1 (us )
sA a of fawitle to ttike aii file ,furn repuited lw thlik pirt, witlrn

"Part III-Expiration Date and Definitions
"SEC 175. DEFINITIONS.

-: Ifaelllr f itu]ipt.-W i or ch i tlnisy ,.. tht > lrhee iIt
disltinuctllYlnl (leti o iti t ifet sll ilt m i th ]Oiu libe il, I t1 e [( irit,

th f. ith tono ni Pith b cu r, to . , i I Ituv tia

Dri,[)lii oF ] ot ION .iF ... IPio Ili. OF hlfP.,
p11l, in s thi · uwlCiihtlor 4ime toWih lae Of rt of..in i rif ofitilitiax iii

orregtscn roo'hf1¢eene .shavllI t Ir shsuciihis fnihI } )
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V LOI'tI 'Itlll iii ,if I. .O t...it'II&4 - i4 (f tile I.... Iich(,%i gl ,]'
dilh it, I i t I , l. i I)1 ti ", l he I m I- i it w ,'e[ x/tq , II,, p J:Hlh t ?I M:It. ; A(I

b, Sf fixlId I iytjll tla Itt! d b It1 (. Ot lt[} 'r ' t tit s h al ,I.

-Et. 176. EIXPIRHATIO)N DATE,

"I'w ;taxe iiiiJpod b) )iOs t hI haptl h Al id , o opi whh r ep] . ct
tto JulY t;/x*:i)Ip ~ II t v ll ll~t Ilg 2 J ] III ditl, Idi FIi tIf 

1
h,,-

I Iit. A I ] I.' ,
(b) ( TP4IJ,~ wI ( AUN .... I' *HL\V I S,!AI lA/ ', -, Il...[pit. bl ClcI(ii4

a( he (I...I th'eretdf It'e ftIiVhiwig . .w ).Jl'Hg]tp1

';SIIlwi' ptti ] ) D ti' Lat ) inti ... h i]d:d l d Jm ed iht, pa Al ..i.I

t) ]ltIFN IA (1 IPIV

h Ititm 1:1 i, finthbt iui...t cd bIy :lnuiditia It tIhe (d ih u,4I
dhe fol](wioig, mw >.uL4 (i4>:

;() ./. 11711?1 i A , flo, Iupt

{itilj ll th im p t.. .. l thI h pt ,l' >]HlJl I II,' H iA tll"ti'i with

oilt ..'i. It (li t'l itlt pl vi dtd h 22..:: l Mtfl Ii 2(i {odtI

(e)
(I) S ctiolll 8;22 ) is 1 ioHi q lt I t II lhms:

Al ! t i

I Ii ( i )A '; [j [, -\ l A ---I [hI UI.. . uI4 ( t I_, I u Nt

ili ,,a mI I .)sl.. l dI th:il t (IN'l I 4I ( iloi iI11lIl I ... ' )of A Jlit i*'lji

I..i li. .. I .taie ] o 8 .Viid I413, till, i i ij.... t I -I I ( (I -

ait! a y dI, I...l...III e Afmie h h, 1 ie Io w'r.mIs

PI ill im.lidioA Fn i li P

) I liMllo ' Aoll in illt' i,-pli tei tl, ;1IJiI IH iri {cl

(h i, Nheh a. .. ... A mIIIj II ('liP II( l t ' I u (d11 iil I lii 4lI ]) i t a
t he .t.i.p,,tld Itv ofthis l tie. Il 'lll ;ilt]4piull't!i o, (lA it cr Ils

(hil t bIII \'rifiti, iii, i IIi,,l II I ] IIIh 0 IgP i(ix ti i h, I .. ' A.i Iillh I Il l Cl'

A ItIlei. diLS$9 d ile -'i S1 I tilI I p T I ;F iill IQt5 ( [] )
(tf) h ml t el f .

(1 hqciI P Mi ;It -I 'i is ;IItIIt4 Ittl'd Io I'qlli



"(f) TAN lxx IT'ljIIY D Tr M' , Set m.I-FOr rtqHI r I ilet...it of wufl.iholi i
tax at ollr... see scotioi.. I 3I I. [..lI Iall I of S114, haptr D).'-

(2) (!]mTi .X;I-IN-r TLI,. Thire hliitviaI It¥tqti (Old! is
iaiiernlIed by addinIg after setio, 33 I he foilhig 1., fit:iOlS2

"SEC. 34. (IRED)ITS AGAINST VICTORIX TAX.

I"For 'riidjtsa giitt vivt la tax g. se.i.'ii, i V:.. 45 illn II4I {).

"SEC. 35. CRilE)DIT FOR TAX WITHIIELD ON WAGES.

"Vir credit gaillgst the tax for tax withd ii .ili u igtn,s see section
466 (e)."

j:) I1i:xa l;m .- S-!tiOI I, (d) i re iltln by iiiertirg
"(1)"' btfore tih first paragriph il by adhling I he following .. ew
parara ph :

to furnish rFeipts rquird I, sNldi.... 119 leq i, lim 170."
(4) M1xin IqkN1.' Il F.IJA IE II Fill EMIN.-Sl

21) i llllli is 1 lilel v I.s..rti.ig "(a) ' befo.r lie tl it 1 itariit iirapl 'm,
by adding the tolheini I.. s.luIsc .lion:

(bI) IF li1mitalin ...dII il Ion . he iital 'i , rbl .. O..f wilhIloIflin
agetit to mrake adl file returnf rI h i tli by Pao i 1 1 of II 'Sinl;-lpojIt 1).
see seciO 47o1 (c)."

( l5] I 'xTLE, Oh A7ItrPYMNIN'.--SOtiIlI i i7i~ld .. y
aIlding at tIre I..d t.lirtO. th. following 9w W or ibnctioub

i;(e) L.AX IviTrlIEIm;n AT dult(tFl:,l'Or aitle of imvrnrrat , l'es]plet
If iax withheld at sour'e uinolr Part II of Slbclhaptr 1), s!e MetOil.

322 (e)."
(n) EFr:IrT1: Di -hl e iprvisoits of this section shall take

eflect on .Jaar 5r l. 19t3: and sthall b! appliabh to, all wrgis (as
defined in Part It of Subclhiapter iD) i)a( on rI. after sorl date.

Part IT-Personal Holding Compahies

SEC. 18i. RATES OF PERSONAL HOLI)ING (OMPANY TAX.

T'he rate schedhle of section 500 (relating to tax ... )I..onal hold]
nig o),n)imfitq) is anlllld I0o lead as foliows:

'(I) 75 per ceioi..r/ If the t:1utolll lhreof notl in ustess I
$S2000; plu

"(2) 85 per ceta in, b the I..i..i.i'..l tIltr... f in. exCeSS or $, 00i. '

SEC. 182. EXEMPTION OF (CERTAIN (C'OIIROATIONS FROM PERSONAl,
HOLDING COMPANY TAX.

(i XEMPrTo N o¥ (5iv ix FLAN AND xIv SI MN I' (iP
ONIi.-Setioii 501 (b) (relIting to IN ... p lions from pjr.so.al hold

ilug ,iipttil x III) il all.ended Io laread aIs follons:

inhiude--
"(1) A (ortl..lt i...tl exempt ti'l, la~ frit ola iwo se1,jijir J1l,
"(2) A bank ais efitied int sico 10O .

A) life irlItiltOzi~ eonijpany.
(4); sinitt comIii'alny.

107", ., LiN ,.I



108

'4(5) Ai foreigni pers.lm li.ili. .Hil finlfglliY 11111a t fhinl dine svt

vi ~on. iat t'a x it S pe .iitiim Ii Ill g.'Ps itI. .... I I whicli i ahll
f.I ilt Q c.m"t 4 i* i d .fi llx Iiaaf .. III, .t ie (d o Vwip i il.l et)tt(iit-

I-..iui c... mn did not at ain fine dllng thI, taxatile yvii
t> x{I&i S k11)0 II [ II IpJIJUI .. l( I It. if s(i hI iiit i's it IS IOl pi vaI]

all 'ice Ill' r lm ...t"I iit I CO l UiRo(l d iId I llu iiii
Iaii
I{7 \. Ithi, I iiV I II ll l clr. )oa l atio(l. i ll[)suiet ld I...i of

till[ln i.i..ss f whicl Ioinsis'ts of IeeiVilig filuns n. s.i. I euthl o
cI(..l. IC lnd . itltl (iiI iiv i t l]i ellml ol I[Il l paid ctIrifitates of

iti... ll iI to at pI el'¢111 wimo is a ~,ml't...[ old , oill sllteh Irll'l) ratl o>ii
l]itil g "si-h ixtawIbt' 'ail I l ' folu t w' I tiit I)Ie' ' litll ... ...i .. Ii
iii value if us nttiv..iliielg slocki is I..nowd diitlyr I' ineli*cct
( (I... h ohm ... , llh II h: s' .:a f I... io li, id .l.... s, toek .... ned by III I..'. It

bu l' Of his fanih ;i s lel 'tim l in m ,'t ion 50; (aI (2)) llltlliiliilgq
I 1I Ineh turiiiiiiCI lo iI Vt t' J V tqtq $.5,0(10) il ii rin il
Ill IiiRiiH L !

(b) TAX AI;LE YEAI4s to W (H Ii AIIENDMIENI APIpIA ABLIL.-TIl

tilloltlll)ent 1tlt(]e [1 this setim shall be applicable Io taxable er
beyinting ifter I ...ibhetr 81. 194, except that if a taxpiayer, within
th e ImiQe }Itlli1i lii th .ii lltl(r l II aol suiby-et to si ch ngiib;1[ tio'll i s aS thiet
(Onh ... s..Orhr with the : hll'ax.I[ lho Inetotary presclribvs, Mles i o

wlll ,e iF 11(1 .l.11Id ll(tl) I 4ilV 0[I to:iIlelv to all laxI arI Viall8s If in
:xpt Itr ie nnirir ft(r imlendl,'ir . 19 ....it In o t be'gl....ing af',

Ilix:vebvr 31. 194 1, ~n ... amcl..nt, all y' a l-i'able t s-,h tax
Ib [I yvtn S.

SE(. 183. ('ONSOIIi)ATEI) INCOME.

S.i (llon .#(I (v) i aI..,[I.Itd , , [t g a ,liit l [I lilIri. l te fol-
li[iiig: 'iThe pl'e(IChing S ltl.... eshtall aIp yV o'1] Y if l tIl l iic... lion ])at

!lt (] /l .Or'[l(i..I is i I ..lIIt.ilon patient Of lin ;Ililitl gl' ot) if graplro
corliperatihmls hImb i] %hI he eligible to fihb (h,'<mIhlted leturin inder
,selion 141 prior to its a.endl...h.nt by iI,, R .evt.n.e Act of 19P2.

SEC. 181. COMPI'TATION OF UNDISTRIBUTED Sl[IU(HAI'TER A NET
INCOME-

(it) SI-vlioi3( 504 (iu'tling Bo de(dulil> I'o410 sIlhtii]tei A [i'
incole) is ..... wi-ll In b ldling at [lie en.d lHoiviC ii tlVifmhlg:

'hd\ Alnaiutsiditrilid [Ifort JI...J ai.V 1911I Ii ur ..inpI ion of
]*eR (,1tGli....IfI],1 Is ,It uriizt v I. ]1;3: (II ... ldt I... il

p1 refe... . td ck isml'(d a IfI .[J:mIIiiy I1. 193:1. in Ibm i,' s' po]
1ii sly iullsta..di.ig p~IP.i'ird <tshk) if -,obh 4islill.il.s ar lildt
by a o'1poirit ion he ggegatv (h W list gross 4 :!it gross ... t.,ipts

IHII'V l. 1 31. -xvt'hskd fI I .I hggl f t-aWt of its grlos In ,'t Itp fill...

hX(idlrclsze. hi ,. S ItoX~]l [I~. ;ntIllh 2i and gainis fil. tt ~he >:ll Of

(b) 'Ti.. nmduil iad, b IbV tissi s htjuu sIall t1 P app)licable to
taxablt veOal' b[,unilunog aft-u Ih-Qcll 31I 19,(I4.
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SEC. 185. DEFIRIEN(Y )IVIDENI)S OF PERSONAL HOLD)ING COM-
PAMNIES.

Soil I . 0. ) (.5 l' lOin ltn c rcedit s :etfr...d' ill (a*e t If deiieietnv
ilixillii.ds) is.m e y iriaf .... il plil -ii it l. th iof the/ fhllowli nk

i"J ]] (Alt.I' m I'.AXNLF YXAI^ 199. t9 40.,~N 1941.-If th, defi-
ciecy is Alablicsl., ,r dp,,I·jttth llid l fm Illll i
afl'er 'lieceme I;, 199 I...tl dos ,odl begin aflle l!eClunhr 31;. 1IM1,
Ihe rates Umer SnIrs tiOl (a) 11d (b) Ilwd ill deternihinga the
lll/¢1111 (If t1ie cr .Iit or Ftellll ] Ibe 71 pcI . i.. ...l I n. in ira] of

(h) Rxr foi 1'1xxm YAT.. Arr 1911.--I the 1,fhielC¥ is
e'ab)ivxhe& Ir t...ill ninid h.i a talmdle) ltir'' lblith bgii ], ihlI

I)ece iher 31. 191. .li, l't 1 1Ii l xuhel 111..11) lld (bl ) Iill it,
ileterminting tl h I....IIIiit. Of the ('] il or f I'p ll shall be 75I per
c..illll ill i ell I (u Ippl' e(PIIe 11nnn1 aii]d 85 p C(enltiin itll ]iil of 75 per

SEC. 1OR6. I)ISTRIBUTIONS BY PERSONAL UOLIDING COMPANIES.

()I)DIrIxInIrN 'iF DIFIfnND.-
(1) A MINlFNr 10 NIFWIN[, , NIE I 8oI-S,'liII 15 (a)

oF lie ItejId levt'l ('ode eIla[ting to dfinitirI of 4k iMIl)
is aim.ended by liket'nli aIt tie end..I thereof lte f,Ihooigi[ new
It,(...i+l 1ii 1 t..ll. k iPIllS lily disI['tioji( to its alir'e-

h,)iMir' Nwlid l. il .. 1O... li.. r ir l 1)(he! plO leIY. litilt by a, or'-
pI... ftill IhiI l. lintld1 tihe Jll appw]pibabl to thle taxable 'ear in
'hi It I l' nliboli. is ]nmh' iit plisjiraI hohlingI c[npljlnyl

if i1 i,1i 1 iIi e tse tol ] th ye(, Ill 'iecti (f ii(}lr Iih e {sl bitig

jolioI0 I piot ll h.... axlal ;. i, a Oi tilli I..idig f ll
JpahiY il , tile al JppiI)IIii, tll,( to 811(h XIIC y/Oa, L e .

t...I.....ed T~ V ii~t~ " Ihigiig thel, eril tIi, ii lit' (oillwing ne,, .s.....

rs. wvhethei ill OlFI il "th,4)1 lio pm linde L pI

t'ob, s]thil( l l millet N Ill w ai la W pli n -in II l irTi)" teiiiii p ir ] h i'Or

]l ly (o v lil. the, la Jplj,,l il t i taxb ear"l l
(~) Am, F;NI~,m Ti IF Nt~I xI E r Ix IP. -',et i I :al of

the levemuvu Act of 19;18 ,t'elalig t definition of divhhmnd) is
tne'st w eidlh r il ,l ... 'tll' it iti d thl ' t, hi' I II, p o[i V W l l')Ol''
li t'l i - w h. 11 Jl lilt ll diclt. .. itt.. I.rt t,'rty. I I . Idt (

t1h dist.i lmio io. ........ ah. is l ppl'rs(,I{ lahod in g I olhltl.. .Ow

(b) P AiI'3oDlITill"",, [(M,'iN Dx , I9;1. \icx, itllr AlJu' (1 INf
R t, lOf.t I IrIN (I lbS....eIf I I5 I oltill, .Ihlio of di' l/ iso
ti....) of th, It'iial .. t ,ic ( Idli. the ]. I... Aot Of i 9' i
the Rvu,,i At of 19i , , :lt Ihi 'I ild ll dlv inlltils g at stle e'i of
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.i O .i. ' III,[ tl V, d IV i .O dl i IW i ll' mo ip , LIr I Ii' III e, n

(]g ]t i s lli'f lliit l t 1u"t, Ci 0 (I :1) rlndi to ]'i a

I I I II ,u I oIIiI II t i A rI....l II.(hmhI I I].I , [ II >f tI. h Ilxi 4I
%(...... if ch!].i.L.iltt i , iil hi "l d ' t ,lt nClil)ll I l ilt ' 10(l11, Il... I ll]y Ii llkl!o! (1 1 eli~tll('J t ig ah )t,[ , tii l II iii(']IiI It'lr'i l 4 this

I..pu flit n oil of fI pi stiri ' tax ''.ilit Cal thin Bixvlule 01 II' di-

Ibs.tiOn shall Ilot xltii O ii., I
"( I The f imldtrltilc d -,IMIdtr A it jilit fo' lhe ifx

abl,bYt ytlr , ...l lIe l ,..il h tu I(h], *ll ,:lll[ 1 I lli l i 1

~(21Ž~ ~~) Ai.. Il stikuimg out "(3)'I.. I]lltlf i1 iliei thIl',i,

Df l) lI,>tii Db y i' je, li 0} till ,, 111 , iii ltii so of

lii ) Ar. vJ mIit]im ' o ttij NTiRiNiiLw %I, I NI i l1. isOl]in-'ihi flll 'll, -

hee thilt ilble in th i I"tli )lhtill 1
®li te b i. tihVieid of

tilei t u:l ' Board ... w ith It>l1 ur u(]p );..h i li, ll Ill' Iui lla' ill(! s i l

ihIt lisi br m I ' ii l 1I aai (I i
(2) .\ItNI''tI>LI Il It' INI I' I E W(I O IF I. .<, 1ie list s lIt hnlI' l

Of &.,uIl ' lilt () 1) Iof Ill Riev il, Act of I)38 is :l1...1ld
Io ,'d ,I follm'- "l For Iilt' tpktip,,l If thiff titl. Vu'

fmlo . II th mse mu' bi,' i...I p io t( filh , 'Inilln litder ,iuh
sI, tl.... (d .I Iil \*i, h I hlII tI h w' 11, ihdm.tlibih iil tl o.
li.... .. I M h i l st'lEx tI{cdit fnr lixi' IltIi w I ilth Ic

Ij \ll Jlt, ... ....
( }~ .~. rNDNIIE'l (,!' IM ;sl]: A T OF I!1:;;-'Tit]I I)A Of lII,

]L. tt.. ;\it [If I936. Žltl, ll(.. ,ll (Kit tl I Io ll] i l' l

"II'M lit i, ot.f -,' i I7IT of lIe Actmic Aoe of 193s,:
lOd',I ht (vctOI >1 i o' (2} 1114, I. vernl Act 0r 1912 dhalld

applik.h h wi lhl:,III t. It, [IPf]iili11 i silblshit, II
lid',l Jil title fr itl/ >i,ili, ¥lIa [Ll/ i i... ii aftIr 1)ttmb r ;31.
P ;;,10(1 leJ.1tt j wiu lIt J II;;x.



(e) CoNx`UNTr 1)1 IDEND05.-
(I) Sictiro 2 t ll) (1) of ile TnteinalI RI ,iIt re Code andi

seEt!OmI 28 !I) 1) , IhI ....I.I At of 1938 r'e am&ende(d t,
leadl as foilm:

i 1)( I) Unpsts it file, (in iterd..iie&, with IbguIloitits presribed
L tihe (oFm .iss.i Aner withI tihe aI)pprvI ofl ]it' ,ertary I wit

itl retrin lil sll' X;, ve O, o wi ilin Om yeal aft ilte date of
eArItiment of tl Revrue Art of 1942. in the case of aI ,I..:.
tioi.i ,ihch IS aI5 )cltlal h.o.ine, olir aiy fo, the taxable viar
wIth I espectt to whII it It ais tPT beiits f this setion siglad
(l.....IS. HId i' (E Ili. 1 looth ]h Jl'l"hsl wiho VQl, shiirdlt.. rs, OIL"
thie last ar {Of thi e taxale Year. of the or p oliation. Of anyi a
if eoseIlt stowk; It .

(2) F}rJ tillh, pulposeS of this seeiton, section 28 {f the Rev,
iMe Al't of 13s1 . ai. af/ilell d bvI tLii, subsIettion. ihal be appl i-
cable wit Ii sipt.{ to , emiporlation fr a(lly iasbhII yptlil [ini -
ning, iftel' Dem I bier 31. I9:t6. anld Ltef.re January 1, 19V8, for
wliich it wll. u IIder thi a plitable law,. a iertil nal holdling
( O...[)JILV, tri tO its dlm cr. St.i setion 28 shaill be
ip}ietd IFs thitighi the] phr lse "lnjie snt cr'elit" il s8ubsetion
(cI) there o pwe"dvdndsid I dit".

(f) EITrrv'ITI DI FE OF AMENIM XpriT 11......I.l(ilitS IlnlldC 1b
subsections (ia) to (v). inclusjv'e shall be efcctiveI as of the date ]
elltflilit of t Ih Iii, aonddeml thiby.

(g,) RiETI Ai rlVI ApnIT IOax.-T , 1Il ... l....l I...S Ill madi bV silo
st,:tions (a) to (4), inuwsiv., shall iot apply with elspect to tillY
diitribituioii. wich i a dividlend +olel by r eason oif Itl lat ,Olleio
of stciotn 115 (a) of tIle aiplicit ite'..lr Itw, Inade prilor I the
dite if lett... it of his Act b a COl'rlati(lu whichi, eiti'it the
law aipliciable to the taxable Year in which the distrlibti.l.iii imlme.

:1 pe-rsoial] hohlding Fpillill)tilv. (I which,. fo tFhe tliLlElt vear in
respiet of which it is madille .i..der sectio, 54 (c) or stion ii506 it it

th)irepouIh,.lg provsi .n of :a plior incme tax lawtv, is .....soitIl
holdhig O(le oliplIY 1iikr the law applicable to sulh taxabhle yeI'.

(1) The, corpollt u (under igulations presiiIl by the
Coam -inert ;xii thi apployal of le Secrletay) files. within
one letn Iflelr tin~ l t ,' ae1 thle maictlihItit of this At, a ,laiml for
th.e I,,eflh if 1hi, seo( itn n oacolilt of sluch distriln.ilm;

(2) Silil , Iaii is acis itL e mpnied b) sigrI-d Ionsents elole Itillner
MIII]l IFy {ml' 1*Is.... to 1 iOI, I l]' . ).. l... tionti, il[ mde sIuh tiisl ri'

butio I agreeing to the ihlsItioi >1' the ijillollllt of Ftal dishribut-
tion to) hil ill his nF~ilnoile is a{ tinilhh dividend. If mny
s[/ch J)(soIl is ii( Il.... ] ' ill exist lwe ior is miad{' disability theln
the cons... Inav be mate by his legal] repslltativ ... I

(3) mIh stil (ioisepil Ilei I it(Iptll it(I hw cash, (r +tch
othei 11nttdiuii Of ..... t, as. ti ('Olsllommissioner inav by lwtolgla-
tions auth i~t. ill il ;1111illIlt equlil to the alOUnt IbM WOeld]
be iIF(ulied bv b- ellnl 1 3 (II) hr 144 of the applicabh'reveie e
lawv to 1) il*dhtim d md Nkliiiyhui })v tih' COrpo'aiioti if the
tlUlolu t of till' dibmiililioh1 to tilh ih1,tii odu , Iid tl Iha ..ei.. paid to
thie •laidth /h. Jil {[ i h, I (IfI il ..,.. The lIlOInlllt [FI....l.[.n liyi
ing such ,..i...i.t sihall hI credited n4ai11t 1w tax iindt't !h

111III I, It, M.
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aIl d , i m:, e ...... hou iOp, d .'l 21 (n) m, l:li (ila

'lpl h 1,e yhar'pldl r ri

Ily oV t'iL V I'lll t Io]i / II t i xa- l elFhyt. It] 11, mxi st i'siiltiiig fiu lit
tf/l pjplidletitil if suil ;(tj... {) a.i.ls () o af this "ectimi is Jiv
vewnted .. t dth( dr fthe eIit(I'lf lt, w I l it (t I A llhAt ir ix II t(..Ilwi

... ..I $ ' d llt ... th I0 . ol ,; ii Wtni.lhig i.. .thol j[h i siol (if lawI o
Ille ir Iilw (ollhth th:ll t>ills scIciml l im tdhl i th. seIItion ;7fi
of the lilerii Ilevnllel ('ode ol I tiiI :2-29 oIf liih Iblevisul Stattiies.
OI slme tll ,tion nlis i> .i.C.( 1' Idb II.tio. hli5 of th'. RtveeiIi Act uf
19:18. I'lalting to (OII.p..l'oli ' s), such ... r..avlti. t h.hll be ,tflnded
or i(Iited ll , tih liTSame i l/1.'..i ias it, ti' rtus' of aIn i11(O 11 tax
e-r(h1(lelsiv ollected if clan therefor is fihld iUt ltm ( wiu' fila
tile dnte df the e oattni of ris Act. If the ass'...olhe o olle
tion of any dificiEny fut an) axixii blvyai. II; the exteint esiillimg
from the apphic~ation of subss{'tijmi (e) nn. (g) of this sectim/, is
Ire te on the late of tI h e airhiig •I th, 4 ehol(dI'M1Sl

(ireferred to it] unItcio'l (e) 'i on tin date if fiing of the clai.m
refnrred to in subse timl ( g) (i) ol withl Im! ealr li'On thi ae la of
filing, of su'h I (lI i ts I(h IitI' . hi I tI h :e I 1 se a. b. . tl.le} ItIoI ithi
standing anyv othiri lsoil rf lw o/ sile of lwI. 5i'h dfivieny

thell be a...?NI't l (I tinll ifl colh'i{, iii t.h.e iS m w ithi tile ytafromt the daite f th, filile of s,,h i',setsto{'c ahn. s tilu ease m aye

Illml reelred to inl ,s0mt ioo (g) (2 ) bill liv' tile mlne effect.
with respect to the deficieny ...Ieuh i t herfimma :is is provided ini
set:tipln i72 (f) of the alqic ahle ,vrillii m w wit r espe cI to a
ulefiieney re...lting fi'OI.. ii 1flithI...lant'al 010, I[plina'g on thle face
olf tile retrlln.,

(i) An)Di'iir\ L (iR)IU (R Rti:F s, ,, o1I . PI Y:,uts.--Sction 50(6
of tIeo Internal ItexintI e Code (iel ,ing to defiiiieney dirtiIInls ) is
ai..cie..d lVy Iding ali th end . ili leqpf tilte following taw Slbse{tllr:

(j I tkD IUI[ONI ( AIli I Il:Rt Ni> (oR 1'RR TA I oilt'I[ : l'I 'ilL,
;(ItI HEiijia:I/ i I' l I O A C'iTIrlN DI)D IIFNID (IINSIDE'IFD AS A

DEFI (ITEN C DIrIIE.- [ IIN0.-I I 'i[)lliPI, BtI I I, I..l(... lal 1]l]ding

CIiilainy foi i. l litIx ixallh eNt begl aallg atIter Dhc(,uIIl I 31 1936,
and lori{ ol .olawtaI 1, I912. and its adjsIi ne hoinlloe, Tithl IA
nId iIaI...1I II SrubculiLn, A net imonwe. il tie case of ai tax
inltilUsd v Tiffe- IA li the Rv...P Ai'ls of 1i)6 and 1938. el
$uiilhailtJr A of it Iteiiiria II hel.lli. ("ode, Ias t}/ cllhse mna; I.
xi" dI- li. .... .Ill { A) teit difalliI s a pl ofith a iliCoi dllltIh d
aft,, 1lbnaii 2K' 1913, as o, the egitming of the taxable year
aml (B) ti,~ eammngs d }rofit. of the taxilalh, vei (conIpul]id
as ol lit' Ios of tilt' laNxlhIJ vII tilhonl diii...lmtion by ne'sofn
,f Imv distrilbititn math'i dUalfig fit tlaxahl year) all if ioi.'
to chale o f l1ijtetlitlt o. I if Revnhae I, = f 1942, the corlpoa-

Wtl. paid all or any po,,ion of the tax inmpsed by Title IA or
S hIIallnter A for ago suck laxat, l ytar or yars thlen tile eorjo

atill Ilit, AimCt. I;ithin six ill.Iths lftel] 1}1( diate if ollicteIoiW
of II Ia evtmI AcI if 1912 to l..I tile iI.tI.....t Iof a dividend
paid u ithin t'll six-onlth l.riad &,,sid(hlld as a deficiency divi

.hin 1 . St.hl tittjoi 1nl5.st it natEI tby thie flng (f a Jail] (6110I(1
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iegtooatl oi in I I riI'ul b3 il, ( nl..... i-i(ler wilhi thlle aj)rovil of
the So ... lazI) : >wl, "I 3'o'a I .. 'A al aftet il i p

cl 'piiiefl IIg I I ; I I 11d l,i Ctk Ifr lig ii. , I II i IC -arhli im v "it' l

t i~ l( tIEFliA I vj(I (101 11[¢ If t Ilp- SlI l l lltlX s (hM, (IO e
eleitiulI ilitlhe.uizd IhJr Imt Iraga:,phi (I } of thIis MibIscion-

"(A) The (Tt dit o.. ... fizizd 'sIall Ibe i(,11qmtedL, all (rdit,(l
(orleI .. t iM d ailh ll ,in t. la 'irvided it) slbseetiul (b)

aml t ItI Io [ o itlii the'WH ,I I 1.S lo i ,e 1tii (gi. ui, the
Ca,, ' Iny b'e. I i >.i hllj ,llthit'c 1, . 1I II iti tiiali()n le
twlit (i). It aan cIas, wbeler a dioidld is appoItiotId 1o

div tatI ,IIden tx'ioIi thit etitoc I111<]

"(B) 'l]' divideinds pai ntit fi; Itl taxable year it

delal nlilt' J, Ir idm in *hultsl&i 'ul (t) (9)."

TITLE II--EXCESS PROFITS TAX

Part I-Excess Profits Tax Amendments
SEC. 201. TAXABLE YEARlS TO WHICH AMENDIMENTS APPI'LICABLE.

Ext 1 1) IS ItI}(, *x . ,jt -I o plo itlp(I. the ali] di..t..t L iitde
I; Ibis title shiall be ap>p]kui. olily with esptct to t ble vin
[begiuiig ah, l).eilaelw, :SI. 1941. '

SEC. 202. RATE OF EX(CESS PROFITS TAX.
Secio 10 Dit() it) {r i atin, to rate of ex\ess profits tax) is

iehI((I to ead as follows:
"(1) G(hIxnat RtqE,-IlThi'I! shall be leviied. (olltotd, a(

paid. fo each lti xah, ,, ta, ijopi lie t djistid ecess oolits aet
h i erun, as dhfimId i' [t 5 ltS i.... (Ib). ,f e i' I arle atii ltld (exvept

i'1lifioii Exell, I..... ilhII eil .. 727) a tax equal to whiuhvtr
of the followin, ailp"tv ii : 1

lŽ"(A) 93 Si It of the jt lih.e d xi*i.ii "s'l[.its nt

for the tix:btid. ?iat CtlY'l(hatp I (olYer lhol e,,Ciot

SEC. 203. CERTAIN FISCAL YEAR TAXPAYERS.

CD') [I('o 'TlON C1' TIX i'a, ¥FxiI KXitING IN 1912-Sectihu 71
(a) (I'latiet g to I )lSMtio&I 41 &xcdl¾ tiofits ltax is . i...eh.ld he in-
se.'iiig it ih ii t heI.uf III folh ing new palagraph:

"(3) T''AX I, i l: ¥]:A!S BF;if;NvIs ; 1N t\ I X11 IIN F INW I AiF'1U ,:]l I:]
;l'1 2- II a('l (}1 I ttxilil e l' I ... .. eililg iii 1i9 I nit.!

7¾ri¢ 42 N
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elldilng after J une 10. I9J'2. th ,Ix shall Ie anI ioI.ll..t eqlal to

(A) that potiiton iof a I,.taiive tax Inid.er this suibclhaptel'.
conI..It, d ,1 Ii tul ltgmI I Io sit ti. niI 2(i of the lh vttiDe, A, t
of 1942.~ xuliluh the... nuilci of dlax ill IIIc txablec year I.fote
July I. 1912. IxNl to the thlial itlul.elt of days iln sueh taxabl,
year, plus

"(B) IhIh I I)IIIoH of a tiutaitiv t tax uoder tbifs slllubchapter
COItjHuIted lS if It)o dlo!ndtolulls ... Iade( by sectionIs 105 (c).
10l5 (d), 202. aold 20 of the ]live.n.. i,' Act of 1942 were
ippdi,'a!,] to[(1('h tax"able[ y Veai. luhliJ the 1111111uill f (ifys
in' sc...h haxable year after Jile 30. 1942. bears to the tota i
motnnnd,{ Of dyIs iII sIl'h taxbl Ie vear.

(b) 'I' XABLE YR. It' TO , ¥ItlI II A M RN )IMEN'$7 A I'AiiGA iB,.L-LTh
anle...hnenlt nmde 1t5 this sctioun shall Ib, il lpl(}ablh to taxable yea rs
b}eg.innil.g it 1 il and enlldtg aftet Jhnc 30. 1Q42.

SEC. 204. TWO-YEAR CARRY-IIACK OP UNUSED EXCESS PROFITS
CRED)IT.

(a) Ti}: liNML kly:NDl}T: Nr. S·:i ton 710 (b) (:),. telitintg to the
(dlI.ti.til of the ex(or [ofith(is (irt(di ca-rrv-felr . is aiweide by strik
ig iot *l(!$o*, p *olfits ilit caiv-ov't tild fby inseltili in liell
thlr!,of "ill/IinVI (U'xs, rolits (credt adtuutlehit'.

(b) CARRY-BA II IT E x Ii (ItT .REFr. Ncti 710 (e) (relating to
thl ( 4i fiI*itiidI) of ] II the .l...' nf]its ",.lit (el'tly-ove)i is In.n(. de
to [i,1d Ias foolk s:

`(C) [LN 1rn, Ex<ES, PRI[ITIrs ( ..... ' j Am, I 1ME[NT.
;' ( ( at) LVUTJI'i> III U N Ui T C EX< 19 POlI' (VI RI pF AEl wvTer-
,T.--'[h, Illulsid eX(I'S jil*its credit adjust[Ieut for all. talx

{}ll[W-V')l*S }[I(m tIIi...I t'X'exes iooits (Itidt (t[v-back, to such
txnxAlle year.

"'l2) ]DIFPIN qT](/N OF U[[N U'q1D lqXCEIS ZII plll'l' (11,131- [Thl} (3i ,I'[I
EllXeSS ,,,ess prolt,, credit' ml{nbk ear bei if atvr If the

b[e, 31. 1Q9;. over the rxcts ..o.lts ll i..c.Ileto ftot such taxable
vyel'., (i.lll[Ipti(ted oI tit bisit Idox Ill( eXiotS proft lIit aIppli(abl,
to s ,, taxabl eQ yea(I. 1' f Ir i hi tllp o ie the ncx 8s profit,( [t dit
ani the x(. ,pofits ,et i[ iih . . , r y taxable er beglinning
in 1940 shia]l be b(,IIoputed I l.... ( I 1u, ~ [tpplicibhl, to t4xaIhIc
year s begiininiig i 19tl. Th.e Him...I tXs ,ofts rtedit for a
tClxal,Ie .e.. or hs"s than (wtek iionliths IhllJ be} an almo..lllt WiihI,
is ,ll(] pwh of tihe ullled ltXtIs ijits cledit deiit Le..n.in.'l inill'

R filt seIftql'( oif flui ]mlagrallth 'iS the ijlolt[y Of dllys ill th)
tatable yallr is of l tih> mrnlu..I of days iill til tee tl n ontlts s!1dillng
with ie hU.s.. of III, tbixa})[ veal.

`(3) A.MILUNI t' I NU-IED li:n( -s$ pIII'riTs eoIDIrT iARRIy-RIOK IND
CARRY-OVERL.-

"(A) UTned Ex cess P]f1ils (Credit Carry Back.-If for
any taxabx, 1 e begixmuliu aiifter Denemb U 31. 1941. tlhe
taxpayer hs I itt, 1Jexcs profSits credit. 1tuh Iuis[t
exce.~sI 1 c it lldt shiall be atn inused excess profits credit

ii PI:. LAW 75:¢



cmity back for .. h, he o ] )le, td1llg anxbih, s.
OXi I I Fiat tI1e ju, g 181cixk iI I b, c h is, of t IhL IIfis [III I,

~taxaItqI w '- i b h i t Cx( ,.p i I f Ih, Ilf { )IIt IIt f ,11( .

mm-;~,d I']i i iiiQ vi, I Pfi jlll,)I Vexa , p i ,

Fl I io , I' Ol -i heNa I'll ~poII' l ],c -d"lI I llla[)I e i¥ lil IHll , /'(lIl l lle d

exv h ~ · iis ...l(.i lLmiiI (i) imith il the dIl l(] Iir) ill tile

*'is 'ied I... lie n n pll l li ]dII t ion p't(dii ThII) (I, )

(1) [ mtd E xess P[l i Ceits (?it Carrl-Oever.- fin'
taty the fl, v '~(v ill, Oh t, 1II 9C th, tax-

lil (I his lIit rflti r uljtited exeem p1(11t,

(]lihl If, ' ~f r itq i tte If i i ( Iblmf e o ltli Y't ,t!O dJ foIX

abl e I iu'' haI e tll(e xcIsL if ..'..... t .. tll I.. ..... iig tltft
'I III I I] Is I fit It clit I ), I *,Il Ij liS f q II 'm I ( I I'I

I/e{ w wS$ IIePiI io ' Ill(, iii f(velnn {Ib (lbl. ,tlle eltmllited ftxl

Si ci 11 i'1, tnx( iiiiiiiiel' (i) iby d14h p rte JIl~minlg th e lib

HrPI .. 1,d x' t ixh i I lltulis lh, ) leX..S 1 ih f F ilh
sp,',ific· vxp :p , o .1 i lI tbl .li.n (b) (), For thei

tl di{ ftl i tlI la xii e w l bgilnill( ofter ]t(t ber 31
0i41./ ~ ai I -i t it ,f ii rl h I .(. ..... if (I l fij{ aI ...

(C aN ble yearis fltc or MnDMNTh } IHinl [ Xti-l, VTI

(ilsi il ll [; tlt (hIrI I IfIg II m ,u II, ,xb'v,, f ,dit u atjl

IllSEC. 205I. COMPITTION .. ' EIX E,,S I'{IFITS AN S Ipr fiSTI r-dit

ITAI I. OF liN t IAI Ii (if I....I IIl, iFS.,

(a) beti lita). (ile tit, .. i{f n( '+'l -I (If l a)

I aiiieri 
lb XRR P[ ir ( 1 ll ] A ]lii ]' he '.-l is UlC th]

"(4) ingE /xX Vets (tihi diel t I'll, a t iut,' ) uldn, x

ll) TA [ l11:E tI]jI'A" oI u O nItI AMENDMEN'iS Alif , tiMi g os
mad, jIt F> u if sttimn I... nppli inile only tI laxulh?

SEC. 2o5. COMPUTATION OF EXt ESS PROFITS AND INVESTEDCl)AP-

(a) Sel.dion I70 (aJ) Orl atinI IO ito ~ o, ii hn x(ex - proditI tax)
Ih. anlien ie by i jierdg at itine ut e ho[tth toll teis r w palo-

thlis sectioft II 'd~l])lp kitlmnt i't ,;~ f ''l tre il thil >a['ltgillph! ils

ii"I; a" ~"' 7b:
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the vXex , ocr $75,(}(R if scirl , I....,Ii..t iepeixed ni ti

ii) , etu, 711 (a) (1) (relatig t, (,xesP lrofits celit I n-
[iii { lii lc .. Il(, iQo iC I( ) iR Il II [II I.....4 il. f i g II ill t lld ...I ti ivof

"IHI) Litf InItbIC (,pise. -I the case of a life

taN ncl Iti n .... nI ('P{, x o f 1) tlhe jrti it{ of (i) till
lig-mt dketm'...d Ind ptochdmed ndlir qsti nd 202 (b)

id (iiIll) lihse C 'intfits iet }In{/l'.I, conputtd wVil aithu
,,ap to this sutbpa/altiaph, o,,' (2) lhe a}j< ..tl ..} Ilet
oletli rill resle, PnovId In il I ito 202 (IIc)

( l Seliot 711 ( (2) (teflting to the ex(ess pnIits rdit ornI
jInttdI Itijiet iinveted C(ilhal -urdil) is nii!uendll ],Y ilsculllig at lhe

rd tJeof the follO,]g new slalal1
"!J) In the cn",o f Z I. if, 'Ie iIl.llC COliopallvy. illiri. s.l{]

be dductedl fiitIl tbt I... inal] tax net illoue, 50 per ceQltllllll
of the ex.,ess of (I the prodnet of (i) the figure determined
al ptnhlfiiIt I.l.der sI ct. inn '202 (b} mId (ii) the XCxess
P 1wfits eilI( in Weo lliiut d witht il egard to 1his siubpara

IVII (2I tho wljit,iyuiiui for ((!tain l'!s{,rve/ 1 ,wiviled
in see" ,ln 20e2 (r.)

(el) 7rl) (,ei Lo o, I0 qml iXmIe l] o C}ital) Is a....ii Iltl d
bv it''(C) ngitt the III idhiof IIW h ilow iig new Suttsectin]

(11 The esevells of ai ins'iran'e coiiipony shall not be icluided
in o.llipil lig equtlity ilnveshd I ct lli I ull idil this section blut shall
be it{'alq is bo,'",ld cap itnl as I...v.idedl in seetion 719."

II.) Setiola 719 (a) (rdflathx Ill 1j4inowed ca pital) is amlendled
b sr V Ilki ll oil IIllI, lPe(id Itl hO I e it thereil olt'ff land iIl sh. t t Ig a wCl I11
o th l (' I and" itpl{i, .... il nlld file following new pnrilgrDp ,P,,

"(3) In the t'ils, of In ilsillimilce CeOiiplly the lmeln oif tile
}til....l(. If thile pil Iatal /lwaiPell I'qnitllmS letel'miled lat the
begi..ing and e I of the taxable plus..

"1 I) In do, eue of a1 life ilisl..nree utlnpally, tile mean of the
I.....tj..t of tlhe adj is{I restin s, aitd 1 il I' aII otI ti e tI lii..nt

(In ieSi'ves ofl ilSI I 'llineIl.e o' [ihi..ijy eht ltl'IIs (of coitrn(ts alll's-
i ()1fI of ] *

,iiniy orI...t In S) vIihilu (do not invodve,
it tin titm wifll rfience to hilch tie (ioflputatioTI wits mxaile,

It... I end of the taxtitN ¥l.5
(f) Svclion 7S3 (reaht)itimgto euity intvesed 'apital cas Sji0Uil(

is; 'InIndtd by desiglaling thl, prenslt Setfl as subsettiom 'a)' t.nd
by adIhite l 'm, sijseIetion to rud1t as follows:

ot! tIllhan li[e. or mari... .sIhll be (ie ilean of the sIal'/li]s, plus
50 PIr c nt ta , im a 'ih :f All re. , 's required by law, both

,I the taxal,yi voemr. ThiI StPInuhL shI ] {lll I Ih e I ll of the assets of
Ilh, I'(hIIlilu aY ithui t Iitial I ''e iF I, I InI llI { by law."

(Ig) SepkR¥IC EXEMVrios 1'NI Rn lleNS Of, Ixrel]IxtstUlnIe {ND
R1 I ii (:L I X NDE]WR EIllS. --

II Sr: tri rxT:mV]u .-Secthl 7It (II) (1) is umillode] Toy
insemting befine tdl <emlenholl lit the end C thereef a contlina an}
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the fonll~/aing: '6lad in the 1a*e or I I...tinl "llsl'Moe tompa
it wl r I} I,... I IIl' n11i 'iifl, lich o 1 t IitOtlih iIsH illltl Orrci

W?) ]'i i N S-tdiiIoI 729 (L iU2) i IntoIeIed be ilserti hI
i~el. Ilperio ao it h e, id thielf tim folithing: "or. il lhi'

W l, te e l ilIl l /: ilvlo ell 'iiall' (!il ll[it li fslll{ll[1 1llft el li lil h kl!}

SEC. 206. TECHNICAL AMEND)MENTS MlADlE NECESSARY BY CHANGE
IN BASE FOlR ORI ORATION TlAX.

) lISsLIAwhANC ciP, ('11111),' IN C[lI[ING 1tC(.A.-PDOrFTs Nulv
INCOMI.-

,1) etrionl 711 (a) (1) IA I ,liatmg C4l adjIitni,1t1t lot taxes
itn Ioriiputng txcess pit Il 't i]..Oi l .. 1,1i(l' tihl ill(Olllm credit)
is IIllleded to reIad as fo]]ohv,

"(A) inrmi.. Suibjeet to Ex:tess ProIfits lax, In compiit-
htg s..ell hh la]I-Gafx let ilIcomell teit ciredit I)rovidled i i Sct lolI

'26 e) (irclating to i,,'one subjct't tho ita ox imposed by this
utb hla)tt'rl) hall riot be allowed;",

(2) Section 711 (it) (2) () relthing to adjusti. fr taxes
il Olll Mitilg tXCsp-j)IOfits ( inc(hli u (..... ... illl inhIm+mod Calpittl
Cied(it) is a illdl tiot [,ll a foilhiws:

(C) Incine Subjeit to Excess Profits Tax.-hin Co)llI)tit-
i lug su1ch iJol' ll . tlax lt ihncoe tle ( c r elit provided i ..... tiolon
26 le) (relating to eitoi . ii. toi t t x timposed [e ilt l[ 1ll

I boehajpter) s hIC, III olt ill a Illot1 id I'
(b) IES v, roll c OIt ..[[.TIN OF' CHA.1RITABLE. E].[, DIum ritoTs 174

CoMP0IAIN, EMxtISS PROFITS Nm' I NxoME IEIiALID.
(1) Setliort 71 (a) (1) (G) (relating{ to the ddctioi.tln fori

charitabi, contri)111iol' etc.. iii (oillltitiillg tX'txss polhs nlet

lit(o.....C ,,der IIIe ihivee(I capitkl Imthod) is repealed.

SIEC. 207. CAPITAL GAINS AND LOSSES IN THE COMPI'TATION OF
EX(ESS Pl'IiOFITS NET INCOME.

(I ) F"Xi'ECqs P]iiFITS CtIIINT 0).*UTlJI) I N DEI)I kC)MII. F-
tioii ?1l (a) (I) (IB) is nath..ded to eaIl Is fodlow, :

"(B) (Gtins all Lol,,Ih Fioil Stles or Exchanges of Capi-
{hl Ase .i Then! silI be exthitded lxa]s and losses from
sdilt, ort NII:..li.cs ol capital assels h(]d ffl Iin)ln.' thlal (6
]... tlts.

(b) R lmr:m-irxr or i.Lc F 'Irpx o BIND. St'ilh 711 (aI (a ) (C) is
ait tll ]de(t ]>y slrliiir ohit 'highite : ll iiiiODt t ( li ittsertillg in llE Iitupe-
of (illonhs"'.

(eC) EXCEsI l' i CIDIr ClIiMUTED UNDER IN YertK) (A [iTAT'I

(RIar. S'Oihm 711 (a1) (2') (D) I, faloendICed t Iii diat ' follows:
i(1) Gaiim :iid Lo.~s Fronm Sales r]xcha[mgtvs of Capi

(a? A.sevt -T-[It .q;ill /ib exvltITd 'all> and losses fr'om
Sides or exihitnges of 1lita i assets fFeld for .... e C than 6

oni I$.'P
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i ,.llmen. iI , tiiio outijt eirhteli I.O.itls and ih..e.ni, i Iin Li
thflt f f-6 I.... IoIt let>.

f) i'TAXALE x~. Ysls zINA I Iil l Pi:IU, SectionL 711 (b) (1) (it) is
adlIellle4 I to enI as p1 foI

"(I) (Eiln :ind I,,sQe Frlom Spit'p or Exhan[ges if ('laint~l
A,,,I[ ~ TIF[ Il ][k I]] }lI be ,X i..( [ill g:i[h[s and ]}4s -tf l''o Siltc-

or. xcIhdani I, if :illIlIl/ L[;I t hit I i, fI , I 11m ' tIti n l I u6 1 iollotilI"
(I) R1m nmxr I1 j'I(o;, Inca BILeflM>, t io '7t1 (I b) (1 ) (C) is

I..l...... bI If IIl g oull tPigIeh I . i ohIi[ [It ' lIld I, , ilisi't ill$ ]Il ]iel I theue
(If t(; (lm t1.

(g) ('Ial (GAINN AND L ;i.-Seetioo Z11 (b) (2) is an..led
to remd n, lolwIs:

"(2) C('p1r.ALoA 4i ANFD ],)<J5E.-1i: Ill{ Ij' )()OS+ of tis Sillb)
II Ile i 'i I x H(t i.l..illP ,ll( tie sP I('i IISIe et

in(.l.... leftllqql 1o ill Itigtrat [II i (I) ShIll[ be o(mllpl lite it s if uti
ton 2:8 (g) ( 2). siiioI 23 (k) 2). I2 1 sItcion It7 were pait
of tl IplrltI'n' law lplfabi ttItio thile tlixable vent tile excess
I1ofilts int im',ml. til, f h l ih is bei i..g Ioinp itel, olill, the excepti)onL
that thte (apital loss a'rtooer proVidd it, t ), fil, e) ()
of soi( OH 117 S]1ili )e jipe:i) to .iI :I pitW foi toxibon

IpeNt :ti.ftir 1 h'.. ber 31. 1931. Smc ix: veption sI'.it i,,l ,lv rt Ipiltl m omsesl of ,I. Iratinig the tax untder Ibis Sib-
el ... po', ti LyI tadife Vetl be)ginlniuI beforllte jaliarv I. 19[3."

(I ... MIs..., A*' rIt ltmo.-St .io.i 720 (c! is iuelndeI byv
slr i]:'_ {'%olr :tpitl] gin" lld illel'tinlg itli ell tthereof

flg1i[n I ..i.. tI a{'a I , or ,F oXIIf] O (1,g f pl t calpiill k vo'sf held fior Iiot more
i ,Ill 6 oI >i}lh".

SEC. 208. RETROACTIVE TREATMENT OF INVOLUNTARY CONVER-
SIONS AS CAPITAL TRANSACTIONS.

E]fluctie with 't )(xl t, taxable 'i...'m llt m n afsi ..te .I)tI....
3I 9i39. biut lot bu'ginru][ri, 'fer Dti... Ill . 1 1 tille t'o'od n] !

. , s,,'tior ] 711T (a) (II) IFit. tliol 711 (i } ( ) (I)), anti so(
iion 711 I (I) (B) is ,nint, idn 'l ..... InhIoI-: "Tihere shall be

Olded ]1 'I'S I,- or}rir''.i frilg tiht > ,;]! I(X ...I..,I g.

l:'t, tihl III '(iZIIl. Ofl' :In xris of te fi in r It rquiisitioni. (i

oqlll ,l...letiOm, to (I,,- (lolP tI I .' .]1 iilelh ]th ereof )of pri),vtl hest[

jP',t LtI the allowan c.Iel I (II {leIirt,(i atitoi jitv , iIeI il >,elioln 23 (I) u -er
I I e rilO'gdIizeti lod I sses froll i I l . ex 'Iumfle (i' i ] {ll~{i]11il l' y 'OfC I'
S lmI sdn"h l)tpl'3. FIr tit p]mrolIo of thi la, s.e·

li.. 117 (II ( I I (2) Idl appII x in deferminini..g thie period fo'
whihl tile lpaxlmvI' II- luId prolpetil hiH] is If a {'Luaeter which
is stibjet to tile lloaItw'i flo dt, ,uciallon plJvoed ill setlor,
28 (I),"
SEC. 209. NONTAXABLE INCOME FROM EXEMPT EXCESS OUTPIUT

OF MINING AND I'IMIIER (WPEItAltIONS AND FROM
BONUS INCOME OF MINES. ETC.

(a) INnit ( J1FiT.tJile, 7H fa) (1) (lating to excess profits
ltllit fomlluied iiiid{,pillCO[i," "(ditS) i amended tylI. ins.erting it tile

erd tlereof thit followingo new ubIIagltq)11:
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"(I) Ninl'xahlc I.t..ne of Cetrintn l...Irles With
I)vL1tN;IIfl, l~p t[I (S. .- Iii [l!ip &iiS~ Iol it(I)[tltll i. of Illi tel -ll.

liii }i}[ {ri - &)I Illlt r~{ ~II]imj ix I block. as
ind in noe l 7: j,3;:, ih' <. I 'l[ ex'cludeId l nomIimtxb]

l..ll.. li11.1I ('XIIl}( '('O lilStp..ilI t Of .ill. w ll li(d i lllb 'i
I.[. l I hlanxab)I ] l[m1 jItW I*/ pt,(I'...L h seltion 73i/i

(b) IN' rn (Il'rrL ('Yri.->pqtiun 7I () (r) (reliatmgf to
x~,is l C1I~ II.. (fitj l ,,i . .. ' U illV( t ( IhlpitaI (e'PIit ) i
*eledl, byI isler,[tin at (he enml IhereJf fIle Iolming new sl...

'(K)I Ž%ImldXdel fnIhnle, I. C(t(THO Ind1tries Wit h
)ephIahlel I{Otl ......S-In I t ' 11I If II }Od ... t ... f ,nilmlr s.,
t Ia tro..ucer of Ih Ž (r Jti..lI r frIho. I , Ih ,et block..s

define ill et 8 T5. I{here 'hal uxIlultII nntaxalle
ilhil~li fFi] t of 1ttilll< alld [illt)0

bll.k. i,, nmIIlI Ils inwl ne to ... id'd ide ll .e stitn 7 I3"."

by hiertinti i;te, .. i e. fl 3I! f ,hil new seeiin:

-SEC. 735. NONI AXABLE INt)OME FROM CERTAIN MINING AND TMl-
BERI OIPEI A I'ONS.

l(k) I) N ii i i IN'-Fli' li, p Il hI](-( Of Itit I S ti'{In, selloIl 711

(a) (I! (l)aiu nliIi,. 71t (n) (2) {K)-

l)it i \i, I IR.--[ CI> I Iiii{i· 'p]..i. Pl' it1e I I i v0o' f'l'ts lollsxhwilh p'x{{l{'l-t, [il 'lal{ In , a ... 'I'ODI plope'(3 or I'
it`11; tIIIII)PY 1)11 . I ,II itllV LI illl l )(I } Oli(iiit s lIS II e Io~

i 1' , l{ i , , Itli.,, b i tw

NJ2) \IId U , I N I.-IT}i tIIII [p t'i lilItll uIlit' ImItll$ }h uniS t 4f

FlH,;i* I nohe wj ;iiliik{ i ! iijiill til.' lpi.[s IIIhrX ,I(
LV (.i..I f lit , 1,I I I dl, I iii lrill .. n1 )&'II Jirt

thlt {i i 'ICI Nli iii h 11 0 [ ll, i l.l. t)4 nl i ind..it' m u ihtiolo lk.

ex,'e, n I~ nl.n n I I rliu, f ]illPb tilits for the taxabl,
N( i,, iohi( I l&... glItI . 1ll l tls.lll.

;I Il'[t l : III1;{ IllI 'l 1 [1ti il '-. 1 I hi ItI t r, 1 'S, II[I... I eI t ilx... .. lI.[..
Iii l zIAItI 'i lLIul t J31 I loIt ill Ihpra ju ln tjh ,-p (11 ..... sII mi.l I Ft

I I,, I I,,Ic l I i I 9:t:I:I I

(l.qi ehniO Ia II I I I Il d 'III in rI t [II.J I

Il';l[ ]+1o}eIIl¥ <I I h, l i j I Ir ilt I " txsh h' r '' ]itI lI.. tiixlnyver )

Ia.'d 1 d,\ 'ids thsn th; Ol)(flni wl) IIf fl- h .i a uit , (U imber

illiil l 1, , o lIIh{ lih 1 hOIQt'l . It in operalion dluing, the
km , I.... r I'o ut> to I.... wbh'ipk il qth, :Iil ... llIli SO as{'l{i&rt .. t ibe

.... II ... o~f ... rh ,hw,~ ll~l u~ lni ~bnewall .... perty or timber



block is iigularly inll opriition lm'ilit a tarixblo year slhll IIn
11'4'd II1i 1 )Mlliillh th, a'i cra'VI 1 IIi)NIqjI oil til tillts, or tiiiimei
lmit]I. hInteq of [twxelv, nr I..ill'] I['0l)etIV, or lily filnltr'
Ih ij{']. %]lhiiIh wU iii ill [)t'hhlihlllll'i' ]sI tllti six umll tilhs (itirih} hiii
base pet)t si1 Ital, f..r li(a >urpo(" .. .I is SO,,t h I){Ii deiemed not

Oxem;ticii of (le dl)lit. iln( ,o tiliOb of th, sllrfaie{ f dthe
ISi iktt'"iiV [N fig j)I..../SONs (Of ,ut,'l iXtt;tUtl'ii.

"(7} MINtmxl;ic~i.-T'ih, Ipilil *1..ill [l*I4ImlS Oes of the ne(als.
cOtl. mll sli riollllli] d '1,u1stitlS ;S al)rt..ives asbeastslos,

,Thl s id olot. fhls. fl[iopi. f '111'. f ulles eatrlh, rgapllite, grvel,
gvsIrSi. It ... t. i Il ilglwii e l. ': iiri" ' l pligttsn
1)~}i[*p ]ilsb. [iw}ots slli tt 81(11118 Iiiilttli)luls.k; rock IlloSfiltate. salt.
p:e. .ii ... shtl1. SpdIoa[t(,lt. I IInIll $phli. Satti ffta

"(8) 113i b fllR IcIO(K. Tl iiiet' ;iiiIbr blocki ImItUIS in OJl'pml-
ti'O miiit (itmiAii ilas of i!iIl)pllr 8 1941. which includes all
ti, texpioS v m"s lnd WII(,h wIo.Ih Igically g to a single givei
,point of ilililtlft limue., hit slhal Iiot inclol¢[e , ofitI 1 ftIot ollri lli

acquired after l)Dcem.be 31. 1941.
"(9) NMtCm I Sli Iterl.-I &i TIIn ThOllltu] ullit motll'

Illtans thi average, pilit f.i the lIme id pr ieriod a Illl Ulnit for
111h l'iodi. dtiminli'iii tlIV by diviiding t ilet net 1incoiie ith xr 's
to [kll I'IIiUO olt, i, the i .Iqmne)lt al o)lIetiV (I.CO. l.p..ttd ith

the ilowance ftori el)tio011 roIn)lti... I1nt ac(hlu ante with lii,
basis fot (id' ]t1lj), p plitdle to the (umtitt t ixable year)I drhII
tIt, baie )OiliOl i the IiNlhb, (lOf Imillial units recovered fl' ro
tie nmiji,,d[ plo)IoI' (tlteiiihS thi, i}as0 period.

;(1(h) Esi'I M Iri ni2(oIAIILI: [xtNs.--The termn 'estfinitol
veeReOiVorble UliteP 1eal Ithe e~ti...ted number of units of Ine!}l,
coal, on m, ... t.tidlli]r subtaiIl..!es ill tjt{' stimited reIX,vrabl nuin-
el'ils flouit the miineral p sru.'ty at tim 11d of tile taxalll vtl-
p i Ih I, Xnes8 (liltpilt foi s..lh io1i. All etstioat,, ssitll be siub
jelt It the a pinral if Iel' ( C li;....,iolner. the detenninatioins of
x wu.., for tile pUlpUes, of tlies section. shall be final and (fI,-

'(11) [II i N ii 5 ,E' 'Et1 it .-- I'[ t[!ti'exlinpt @\U!SXCe$, owi-
Pumt f d a axalhh y Iv eainstdii1 I tlttlifier of Inits equln] ill (iI
folhmIxm [}(C'lit'g> of thie ex'ess outptIut for sun'h year

p10 pcr (0eInlill, i f the excss output exeeids 50 per ('r[tt.jii of

p Ierl enItnt i tife (Ik'v,\ ouinI put xtx(ted, 3A! elut not 50 pr
ceofni ofI thel esil .l.etd ivltoi-i(bi, unmit:

· I[){ }, r Icihtlml, if Ih, ex(e,! Iu..l)iht ,x...... li hut jlot aa', pe r

r5 n, nittloll if the e'll"ss ,ll llpt exe'ds 20 Wbut not 25 ])iv
rnIltlNti of II lOthe stii...mt,'tl koo;bl' illits:

"i'¢4) I,,,t' ullln if It}) exNess otpt 'e.xds 162, but npot 201 i,.
ceIti..n I. tlI' stitlItrl ((i)Vim'ailunits:

;0 I .... I. lnmili if the ' ' ..... I. w l t.x.. elS 14 ; but 11ot Il-)tQ Iper
cent ... o. the cst i.imatedi Ic vtiabe ..nfs:
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'} i0 pem.(I Ithil if Ilie h -t, .... ( I x.e.. [i2 Iut ..I . I 1I% per

3"c ]r I IttAm itlh ti N-hI- Jlpmt e· Cekd If! but rnut 12tt per
(l( iolll if tih tcti.i..fll e d' t 4whl, l ,I [ll iii it,:

tilt! of filC ( fI Ii; il.
(12) JN l NI INIOIMF] I'lT [e til ;Ill1it net hlIO)Ifl .. i ..iS

the arll/lu A>'eV t:itilti lJI b) (ivIi lg tile reI. . ily..,. (I&1 7onllin)uitd
with tliim a, 4)Mpthma I'm' iIhjTh ti)uir it t tw! coatl or 11itoi oI' of

)lqphlIt I*. 0 i l.i.l.llI(tIl ll/rkI .t iit, (,I15.. i..mv IJ . Il'til g Ih, taxable !
e:u ,x ithI o.u... ir tI I ,llh of (l , I , I irI) ou, or It.n.I.ber, lr ,v,

11010 IttmI ili sO
i(I~) (~IC~~Nt:~n l ;[--Ih aiy ttxh' yevarit for wvIlilt tile

x o I..s (Inh I f ... ieral projIelt whilc tiis ill Mpti a .ii diig
lit' hI, pl01 V... Qit'IcJ ; pet I]lIttiiii of i', elltl Žstii l'¢pI e,rllcab

liltit.' . ... I r t the roitaxdbh! blln, from ell
!XC: i**' >i: t) Iit lt ul lt<i vJlr klhll l I..I. ..1[ hoult; eqi allll to the
V .q.lIJ)t 0N' (S Iit for <I ll VI lt Ao ,IItIti I)Id I Lv thI ie noi illl Ilit
]p)roJi. u b ill st liii 1ottt. .(111 I e\ Cxc, i I Ol i .. t i'[io. .. i, (Compuited
With ie~ nl~liwliC{ for depld ill.t) attribjnt:bt I, tie mxess {olt-
)I flit l lluch Velll

"(2) (Cto, ~NI IIO AIS.-Fo]'t Il.y I lfl(li e V *Itll,
taxIbl, i.'..oit,' (rm xeN lpt (Xt(s> O(lllllt .. f a 2(4o1 n irinig ...

iro Ii...l]]lo Io)!Ip)erI WllowI4 .lVI. s .. lhtioll durtiog the base
perodIIfI i, I /be anl IlOllllt ilfEIal tO tile t'XvSs titiUt Of Sc

vi>ally for <irh ArJIa tlulllti1 )iPdI by oI... half pf the uinit net
1Ii ",llle fr.{i, stick p op1 l.liII !iVV ! ')llb I I ;l I al. I fl llot I tl d l'-
l/ilord tnd'h Ia'a?'Ilh (wI) l Ile] ' te ilaxpver elects iii
llh',()lptll't! il rogt oh 1 pIl in Nt. > il b jy iiiissioner with

(2) Tl'1ylwlRi li'li'. 1t' n'V taxtale year, the ,i nqtax-
blle irl((m Ir.. l extii tx(L',Ss o(lI]t of a tiiIber block hw}iih
v IJS ilo opltniti.. (Idir' thre baeide piid 1. b I.hltl b& Illot

equal to di e(\t'.> tlntiEl IJ1t stub pioperty foIr s.i-h yo'lr It...lli-
pl'd bly (o4,1 haIf IId I ... ri; net nIOll... fr..1 'I.cb ell o eroy for

"(() NON IIXAIULl ItuNt S Ixt)1m1.--T]I{ [t(!ill *fltloxabl, [4ltIlS

Itti.t.. tllf(le I [I Aul , I I Icy of lie ii ttel Si 81lites ( I .... n.... II lt OII
-o ,....tr If hIi(;Ilqcti4II of] tXt's 0)f £1 .- e{'ified (1 1itll0 f a minmra

Ir.d111, , Ot Iorf I Iult t it: I 'I[uh il,] l o, of ,htx Ic gilt r ik Pho all lt]Iow-

ix(M.l'd lthe net{t I( 'Ol.. (toollmllllIt-] ixhl l 11 l, flor

'(d I Ikt:, IN (',.Im IN, IJ.[l Flt>m EX(t r. ()1in IN(t li*Err Box1s
PA M~:I. I, a.¥ N:Is, in which the .ctO.. d, ttilmtlt;il)t It, toh xes,

thhXPlbIe Ie l y ('[t''l1. tLII, f Igiiiutlioii< I cw ihid by tl, (.n....is

(f -ntbq,-ttoln (I)% I'sl tio t ) 'it Ir ie~iat 1', ofatcIh immc1tn is i5
atllIibll"ldf,~J . to ct s mlp l Aht .... Ill(, Slpe, ifl l /n["d



Rea) {ilO t("I1IVE E,1 TA;IN t NI NIAXABLE DINUs IN('OMk--] ie
]HfWll(hlltqhIS ]llltd(J II; Lhki$ :M OiI inserting section 711 (1) (1) (I),
setion 711 (a) (2) iK). im Ie(tIoI 735 I).b to If e,,ent tIat they
rehate to iln.taxslfle bonu. in, one, shall be applicable to taxable years
bieginning after Dl)ecembcr 31. 19t0.

SEC. 210. NET OP'ERATING LOSS LDEI)(UCTION ADJUISTMENT.

(a) Sett illu 73t (a) (I) ( I'lhtillg to Ite ixcls. prolts CIeii lOIt l-
Illie[ under hli n i.lt.i.h. creiit) is illlllf(llwd by adding i it (nI' i, tidtrI

tile follwing i. ew subariagraph:
"(g0) NEr I .ii.tA nl x( Loss DEDiTCTI(oN AD, S'i ,liMENT,-The net

opeiitig loss dedIuti j.., Niltl be adjnzted as follows:
"(i) Inii tenitniug 'th e .. t oplelniiil loss for any tuxabll

Veal I dti ilie (tol)n l 22 ill/. IH ilt mlft )HI ..i . ) tfl. l v tllx-
al,i year i.de. secl,, m 1 27II) l (1)), ii jidml i shall in tIlimvedl
for :nY pllf pe-s i)Lits tax illI tImol s Id th i'l i khlai)t, and,
it flhe' Ictl( s profits cditlt sullCth 'tax]bl, 'ear an ColI-
1[)1P lll I' s' ] i .ll.. 714. lil, 'tiliih loilo fll( interest shall b
Irdllced by Ih, iinlonlt I :vll rhllctiOn Inde[r paragraph
(2) (B) for snelih taxable yer::..d

'qii) In lieu of lie .t.l.tioi providd in Isetion 122 ()2
seul reditii. i strohll i il thil inIhflllt ll WiH!]( tile xth
profits .... t in...i... (.(lln m ti ed x i(} the exlptions ltlal linlll

ttis {Ipm'{jiied i setioni 122 (d) (I). (2). (3). and (1)
ani.. c.i ptefi without tegai to I 1b1plr:rzali (1B). without
rIglld to iN (llyn til for dividrlnds leete 'n , iiid wit]ilit
regard to lilly (thilt for illtnro, ire'ivetl plloiilded in selion
2{, (a) (Xf' ]s Iht 4!X(!SS l'l tfits l1t{ litOlli (collilet/Il with-

t ilehi Tie i oper/tiiig Iloss d(duwtion)."
(b) Setiln 711 (a) (2) ,(relatin to the exess .ro.fils credit com-

1)11 ,d iiiidc'i' inv!StsdI (ttaitl tredil ) is iihh(el/dId b; itt(dizug at the
end thereof tile following ,W SiI)l)taI itglpgi:tI

{'L) NE:'. (tatiA'INa Li'ql DIIDUF"ICN AM,lt I'MENT--The ilt
operoting loss dIthmio. Jih I bI nijsted ;Is fillows:

'(i) In olnpjyut i l]! tt opeathinilg loss for filly taxable
yaril u11er ,etilt.. 122 (I). and tile net illoille fto anly

taxablh year uinder section 122 (b). no. (hlde~tlon shall b;e
dlo]],\ri fol nt, mX(SS losftax illl)osedI by fids sub
elmitI~re, ad. if the . l),its jxedit fr su.]. taxable ienr
Iaxs (mtll}) ll...pd mleh 'tioii 711, the deidoih(IW r,,r inttiest
SahllIt ie dtil Iy the nil lt .... l(nt of 1IiV n'(ulitin I..... 1 s lt)-
j1I'aiglalph (B) of this Iparpigxaph l, ..sImt taxablt vyear: and

-(ii) IIl lie. of tIlle ltiI(h ti. IIv ildtd il settioft 122 (I).
llel re~dittion shall be ix tIle liamouin.t ly whilh ilt, (!xnes

profits lne hno...e computed with thIe eanptiotls Id lilta
onIs proi ided i, Sectio 122 (d) (1), (2), (3). 111(1 (4) and

eofllhiIlt t d witl t unparagraph i)). without
1'%2a rd to illy crtllit for dividtnhld neceiell. aid with4lot

; to ally) i]ldit for jill.... I rceivted provided ill swe
tin, 2(3 (a) exceedIs tile excess profits net income (com.i.puted

(e) TIh amend...nts I tidae by this section shall be effective as of
the late .I (et mient of thl Ex,iess Profits Tax Act of 3940.
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SEC. 211,. CREDIT FOR I)IVII)ENDIS RECEIVED) IN COMPIUTATION O
EXCESS PRIOFITS NET INCOME IN CONNECTION WITH
INVEITED C APITAL ( REDI'T.

(a) SIt' Iioi 711 Ia) 12) (A\) iS ;I. .. d ] i I aI s follous:

"(A) i;'ividfenit ll d---Th credit fo aiviids

stCot; .i ll ch.}, &jatim/s. xceptt dial i.. (I ,,ii Ill dihideunIs
recietd shiahl l, Idiolmow wih 1!pect to dividitdI {iattal
IV' 1,111,iIII61t1) oIll AIo'k of fIor'igi peI.s..la I ..h.d11g OnI

I, 'I ' w.......ilnlt ll~ttl l ill it l, Ii\ slbI> . ll o 1 2i\) hiIiII b IC IIoCUVU tS If
tli14' t o actDiiernl o fl t. e IV4S. I>Ii Piifs Tax At] of 1910.

SEC. 212. AI'P'LICATION OF EX( ESS PIROFITS TAX TO CERTAIN FOR-
EIGN CORPORATIONS.

(a) Sliti 712, (t t iiehing1 tt Ih, ees lp.its credit Of foreigl
Itv i..:i.i.hn h lo) n t e iS , I 72i1 (i elating ito in..t..ed tapiiI i1 IIhI, as

i251) a]i' amml{, by stiiI :ilnig.l Ir hivihg aniiiIiee or phitcc lf
l ifl s tlier in .wlltl'e4t'l I iHV CVt'It 0 IIlIg lOatij ..Iliai ,{ tion 712 (I) is

(bt) S l7'27 -(f (i'hIln~gp tO excnlt o'lpalidos is alntqled
yI strikirg ... ut[I "ii . i. }laxug an offili o, pl:hoe of },sl'in.,s hn .

SEC. 213. EX(ESS PROFITS NET INCOME PLA('EI} ON ANNUAL BASIS.

(a) (GE:I. Rlll:.I SeIi'ololl 711 (I) (:) (vatiing to tlaxiI
Vy,11h 'f Is.> ItII. I WIkt .. iE.hll) is .hiiV d to ealI as foilows:

;(IX) (ien.,a] Iluht. -IfI ., taxable yeaJr is 1 periil of

rtixablc }Pit l") '*hliili] }) 1, I&'LI{ i .... i. .iiSiiln btol 1 11 t IijI ,I -
ll IhI nI.o.II t Ihte ,I l I, the Iut...Illr of ltC, s i IIthe Ixvt,

mtI i ..Ihs ....tIIIb I 60 i, 11 , hIr4' lIf thI sIi... :txidthI VS'al iDd
dIidi(Iiig bI? le, iii1l' of dI) }it the sihori taxaiIle y eii.

]'}ll ix I 'l} le .. u.h. l oIIf {Ilif e lal x c(,11 0tp(Ied Oil sl lC iu iu l
;/ l} iiei, u Ii ,1,IV ini ihe IhIrt iaxabh year i of

II nIn r : 1i> 1 It I ve nr ills esoiliig H, lI tII

"(o) Exleptijn.-i If iletayer ils adj.stlI

g i ti w -.icli el. v tdait h e . (ri ot taxablbl er. ;ial

tI/1deI 'll*! t;1\5 ap p PidU , II III I lot i auxable year. 11,t ta x 1'~

thI t,,i,.t taxable toar' 1h11SI h. rtie,( ;,'e t, mNi a .o...t wIhI; is
,,I, h plot (f I[I., IJIX vt(ilI.uhteId ol Hi, h adjuisted exess l'>Iits

the, lI, I.a...... lhi Oxuth>s ipifit. Iem inI(oii fir
the( >h... I ~x;Ible ? aris rd'o th, x'~ paof~it 1{1 iI}:ll . ... f...
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SU{I'}l hxcixcintlt phi't'ji~ lit',I. T he (o(tlis thatn a tax
irl ' Ir·-·TO x~111(h }It BeN uitlu tt> I :1Ilic~) I 1aI l I io t )ijtik the

tai; ll{ tII it L'Itlln v ill stlj IThe aipplii ci f II) jI ufI lb-
ipazlt'tglt. If. riliol 1I , ,, \t 'l: fr.oi thi dat'l ol the bbFfin-

1JIn4Z of h, 'sort Ii:hlnli yr t1e(I taxp:ayer has dispoisd
of sllA~allilIy ll IT~ Ssts, iii lieu of Ilhe iweivP-InhOllh

fperioId Iirvilhd idL tli jleedbi I)FlVsiOlIs of this stilb-
paragr~aph. t t"xk, i.....th Ii io) i emi.tiiting wih lthe l(se
Of {IPi ltmh LTIXd [ ll, hlall lw usoi. F]' i lie ' luplosvs 4I
tIl S il) b lagIslia ,i] llnit, *X'*ss liIItI I ( 1 ... (Ile 1I? short
IXilIl vi y ';' o '(I pi ...l a' anntil] b'iis s po-
¥idel ]H sil ) tul]..alagap ( l A I, ( and ite "txces profits ne lit(Irn(
iro thi;{' tL Hl[ItI n h ipeiriod d sha ill in nol cast be 'on-
Sidlted O."le thie ,xSces profits 11(1 i{oIe foir the S1Ortl
tlaxih, yeaIr. The beiuhtsl{ of hi- subjalralraph shahll, lot be
aIl]4,d mJ ll4s i i lxIpayIe. ai I\ult tilt.i ais 'leguIlilioits pJle-
srciriber(d l'li4' Ieqmim, I m.akes piptjlicatioii thertIfor in
W('OlI'JlII{ toIih Sllh vgll JoBs. 1all Sull] aplikatihr, ill

' i iIl Iv' D ,I fnt:ilehd wili hIt tiregard to this sit )paragrapl,
SIIll roieiCItl slad rt mir fo, Iphil d , eftf d. '*[ Cot..

oIf Ihis Sl~lq HI[';t~I;I Jilt, 
*

(]u) T iXgl('is Y R, h ile al, I' AMDnMEliirT API'Lth lhlIat.-Thel

begi.i.g t illr ...l..s''iiiq 31, 193i

SEC. 214. INTEIREST ON CERTAIN FE F:EleAI. OBI.IGATIONS.

(a) GIn)rcyATn'N OF INCOME D):crr. Secot 713 (c) (icrating
to einlitiqm .f d<tii, it) iis aflnihd to '.i i ad as f<ollows:

"(e) DFotri IX EX(ES,'I HPE,', Nt I NX0 M E.--I1 tile pirtp]oSeS of
this section tih term 'deficit in ex(ess pIofits net income' with reSltt
to lill taxable via, onl,. IheI .... i... by 'niiti thI deductions pUC i> s
the rejditj finx utii l C(.i.. l[ Oejyal ri ... the, udit proividtd in sectionIl
6 (a) (r'lat ing to nterest Ob igerllixi nl~ligtIhnts If the U'nited Staiies

,nd i tt ,;it) ixtepd Itll, g ilss ilnt. For the pIr
)O',5S of this st I.'...tiO.i 0 it, tIlm lx'Iilmnolg ]ieth]ir tilet' WaS Such ...

(xe('Ss lnld in dlernlilnihg lihe lnl(IOllli tlhereof. the aidjuistlnels pro
iilel0 iii s. .tmli 711 (b) (1) shall Ie . ad(."

(b,) (ts ]II ......-I .lelm'lits to SutIppeia'Imt A ..
,Oilnplltll..OIi of bast al'iod .il.t:h..e in ase of cortajin rtlgantiziltioTls.

st ,q'lion '28 of f i- Adt.

SEC. 215. BASE PERIOD NET INCOME OF LOWEST YEAR IN BASE
PERIOD.

Section 713 (,) (1) (Irlating to ex. hlonu of deficit year fronl totO-
plutatil~m ol aveiag, base [)0eFI iiT't il(ImI1) ils tiejl;dd to lead>1 is

"(1) By ennmpting the aggxegate of the excess profit' net
in,0oell 'i, th of tel(, taxalh, %,irs of the laxpr }i] in thl, /a-i

piliod. ,liO,,l to, tile s, Oftthe dtficits in Ixess profits nit
,inco(,'i folr £I'il Of 8(li Yeats. If the excess jlorits net inei'mv



(or defliit in ext!(s rolfits nie il] 'ln.c.) .r (oi e lax lle elli
thie iba ep I iod I i l, i {heiii , ii Ibei { , oI I...tl iil sitl, u hiclh
vmIr Is ,, tha, 75 Ib I , e1thim .I I, I.. agrgatl .f the &MU
i>' "fit, "eiil(!olil' (reu .ed by deficits .i. pxi!. Imrf its net incoi...)

Iv tilt',,I. .ler of p tai ,,ye s i.. t... , Tailed/'s yeah (inti}I[I)V l ~Fllt IJilg] tlfl lhtIII ilntlS i lt)h I)[{ii, f nt; iti I illX et)i y( tll: 11'
itl* il I ', el t... aI .... ili. I ill I sa l .ill .7; tell .lOlll lt uIs td folL s ch tue

p,I.it ...l~l ler i jll ll li[t pt . ~grlph , It h 7;, pelr ! {lli of tIll., a'l ag!1
I:ll{ hliy J . .ll /.i ...iI nlil oi1 Iiii t I .i ll .... ill..l. ilf lOlthsit II ,...1il(
¥t1r, Hild thel VeaX(* .{. ill . "i' d IIader ... I iI stnit .ee shIll hi, the \i¥aJ

ill, incr, s in~ which wilHpol tie ... I he hIIghl~ awl avergl[e ft ptilio'
Del 111lllO

SE(C. 216. CAPITAL REDI (TION IN CASE OF V MEMBERS OF CON-
TROLLED GROI P'.

Sction 713 (gZ) (]'eatii l to adjfslkInts hit exevss profit, ,ldit oa
rC<...1111 lII Cal)iilI CIll..I.. ) I }llllnItld byIl adding alit the end tIherff

thle 1olllmgi og lew Tiletl>h:
,(5) If. Onl line flit of thle tixalie ye[r, the taxnilver satii ae,

Iole f',Io li! (l(i ltlf`l, lni "ViHlnhors lp lie Si l.filofH il;
tilefdi f lj4, lhii I t }h laily ('1 ital cit h, fI ... I If 'iii IllxeI fin
sil' lay slull be illcrcaso d by wlI'Ihiwel of the folloIg a..l..llts
is Ih~, Ilesse:

"(A) '['Lieiggelgateoflthte dju+td blst sis (for deternulinilg
],Ios pIon t,' iir extliiage) of sloek in suih other colportlaton
(or if I'liOe i1t1l, On., Il sun h , 1o th e [ (..o rat oil oq( ilsd

by lhe l txaNllUet after the bogilling of the etax aver'; first
t/~tXahl, %rtllr this sibhchw])tvr, rililis, thle! nggie.lt, (I
the adi.ilted lsis (for dete.min ing loss tl slI ah t
!X(ll5II ' ) of it, il ,1h o ..ter .. ii... ol'at ol {o if i .i.1.
tlIi. .l.ll Oll. i itih oil h(tio(.liI.. rll imi[) isplIsedl of be i]h,
nxpayer prior I, suichi lay and ifteile tile Iginniln/g of the

taxlar"s first itaxalIe yet' tidethlbis s1b0htpter'; or
"4B) Tile txctss of lite iggzegabt of thle lidjusted basis t fo

Imi,,i

Jieei 'iiiii los Upon I sile ' l(OXt.aig0) of stock ihi all dliwios
tic ... [.I Op iolll)s m1id of oliFgations dietrs ibid in Settoln' 22
h ( .A ihl y fIh e taximy:it at (h, beginninig of such , day
I..) . i l i/II't'f' I I ijup td asis (fot dee I ri i. .

k 1) lpi 1 ]S t , I, , I lit[l.ll.t') of f fl 1 il i ill doel stie ( tl' ] 'ra

tiois ai3l of .liigat jont hstril..id ill stiiot 22 (b) 14). held
, t! th IXiilly it III II} ... inn.i.,g of is firslt taxable year
1iNe'T lhi. siulnihaipte

If Iiii2. slt),*k ~ ~ ~ ~ d-I t'l ,izal -dci ,,d .... ..hmr ph (A) o, (B3)
¶is (ipl)Ottd . [ Ii } ..it sith lav, ils tii hal he (letImi d' t

.l.. r' lt , aN :, lldllit Iuhl4 t-J lilt xubiwhih S dilCiis.',l {if.
Th, I\tlmh'd I i Iital oI o Ihbe LINp[letro r shtI" lhlv shill I..
red"cl t)% l,~ ;III ,t...t b)y hwhic t}. taxpayer's I:/ily .cpiihd
IdtII{]UC, II ll'O It,, Is ini sd ....ti thel Iiw Ii...l',pfl) AV

(Ilhail of t..(.,Jall ii I( ... c....l. .ml dI th.r.uiigl ~ittt'k , hreiship wiI a
eItlal Toot Yli'Wet ]U ] i 6) l ), ithiss ao stc[ iiil't OI hit,
toIta { .r.{ih.d \l)w rl~ ]p(ml "I f I (' ... [i ] 'i IS S Of SI)']{e,, t .,l}, Io tV lU,
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or nore Ilian 50 per cewtnl of lie total value of slates of all
classes of stok of tralh of the 4olp[ltrdilllos (exepl) tile COl..ILwoni
Faiten tcorporatllon) is oiled li'ecTly by one or more of thile other
corpi...aLions a l.. (ii) d if coiiiiOli parelt coIrporaLiiti om ows
direet'i moine than 50 per ce llitn of the total combined voting
pow.er of all astsss of stock eintiihpd to vote, 0' .l.lt... that, 5)
[Il ceItlIiL o{f lit total valhe' of Jlall, of all classes of stock,
of Al least of tie oilel, c(olpoiatiolts.`'

SEC. 217. INVESTED CAPITAl. CRED)IT

Mcti ihm 714 is anmended to read as follows:

"SEC. 714. EXCESS PROFITS (REDIT-BASED ON INVESTED CAPITAL

"Th'le IXC[ss piuiiit CI'~I l .o'? [ 'li Jil &XjlJI*',iI'. & i¢ll)lltt,(i niildet this
section. shall bhe th.. .i...... c l liool It ill lIhI fdlohm ig tible:
"IfI the invested capital for the tax-

able year. dl ermined under see-
tion 715, is: The credit shall be

( ~,1' , ~ll[)i,(I){ h.it ILil Ihla( $[I}I[III fll[ S i l e 'es'i O[Sro

$ ~1{I o I.) 00} I) $15.i hH ! hl, I .n)

01kr ,, $2IItII,[ )l _ $. S12,1,10 , pI s 5e, af thi ,x s

SEC. 218. BASIS OP PROPERTY PAID IN.

Tll last i wo stntlicts if se{lio)tt 718 (a) (2) (r!elating to prolperty
jil ini) are aineuideil to read as fol"lws If the propetrty was iispose4l
f be orle sltch t a xaiid year. sih bihasis siall be determined u)lder the

law applicabll to the veal of disposition, biu without regard to
ahtl! of tile lrt>jirety }s of Marlchli . 1913. If Libe pn'oierty was dis

I.r.il ...If ,efore March 1, 1913. iits basis shall be tlmosiidere to LA its
fair m:arlo'L vahle at theLi .inse Feldl i. If the Imoadjlkied basis of the
lprol)uty is a snhistilutdl basi. slAh basis Ihil be adjustedI, witl
l's'p,](: to Ie~ ]eriod before ... ' i ropeli p iw s paid i t. by an, at .O.l.lt
equial to the adjljusitmetnts plo})l'.. 1uh' swti(.'ll 1 5 ([) for dltrren ing
e0. t'lt y lll [ lproofitl ;".

SEC. 219. 1DE1WIIT IN EAILNINCS AXI IA'IWFITS Of ANOTIHERI CORPI-
RATION.

(ii) Aririo'[ IN TEQnr I" JN~,2]l ( AINllA I. TRA.NSI'EJEE-SIlt Iti
718 (it is :...tnu.led by insqIting at tlho end thereof the follo;Gg
iiw 1[imngtaph:

i(7) I)I.'IcriT IN EARNINGS AND PROFrITS OF ANOIIMInt ORPORtA
oMx-. In lhc cane of ia tiinsfeiee, as defined in subsection (c)

(5), an ano,,iutl. dtTrlmile/[ u11der scih paragraph, (equal to tthe
ipl it.. of the deficit it 'aiings and profts of a transferor
attributable to propvly rmllve t rviouslyv [) 8ctil day."

(b } UTIOXN o} E 1 - IEQ JN. E11 Ii:S1i CAPtIT A I IANSME( }. -
Sectin 718 (b) is mieded by i .serting at tie end thereof the follow.
ing HOw piargraph
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"(5) DIIiA I Iq TN' IANIN II 1 IZ!II I MRIN$FHUI;RII TO ANorJIIIl

WE I I'[~ lrl o .-- I, II l( , l c ofI " eim It IHH,,l l ,I ellII, fio Slb-!! I,1

(() (5) ii T .l..it.lll itl d([(iI1 1 ip I1.. ... d .( elh iinpi a h q(
to t pItin o ifh lw jt in IfrII,- ei' ) r . -fit., the trans
fln'or dIitibinbble to pi]opciivy I rA, MIrreil JtvhviIII h , sliuch
daiv
41A EAtINiS4 ANTY PtVIT'I'l¥ O' ITRANS*.'WmpR AND 'VAni r.--SeC

tion 71S (cf) :ilatir o ruIles f do ' rel1tmling ii. ested ca tiMl) is
'ltle~ded by nelstIt Ji II1 til(~ In ildteof thle foth)uing Few pat'm-

g"'aIIh:
(5}I) l)lrr ItN i:LIVNI~ill AND '14 1.I!;EIARNINXG AN] }I(l±lT1'?

1i' TiRN.Iliol) .NI ITAN5IEr-f It (ih'l)hlat1i (hittillilft'r

cal Ii ... I ilet ilmi1 [Iis lll[Iin tilal Ia S rII (In l ity Io
anhr ... orl .. orr:.i'm f,~Impd h) ,qmlii smh lroirloy (een
after canled 'ttrasfi .e. ... if-

"(A) thW soh' (OiisldeiltlI f,, tle tnmifr er of scli r')-
(rIt is ie rasfer to, he Illllfi-'Ir or its Sih aIllidhOe(rs of
till the stick -f all clas~"e (ex!,nl (1 alifying sleires) of the
trinsferee. (InII deteriiinimg whither tlhe traifer i. solely
for stock. the assumption Ioy tihe titllcere of a Ihiai¥v
of the transferor or (1, ft, hiu thle pI.teltv .. qi.i'el is
subject to a liabilit ih ll II be dirtg.:ided :

"J( 1) II,, baisis of thl proewrty. in the hands of the tan-
fie', fIor t[I l)111o~tl)05t Of t11 s uIliSo(tioil. is deterimiiiil Iv
r(!tpolh etH li 111sis of ido Iprovrty in, the In...s of ie,
trŽfi ror:

() tiler tiniisfcior is P 1itHrhw conmpletely ]h4ilhtlIId in
hlhll IIIlC('( "of the ii' II .lIl. q whlit tle ai(,lth iila)l , IlIt

Im),?,,ty is :,nae; a..
"( D) hm...I .t..i liqnlidiation tile sharehoolder s

Oif ill' (Io lll-pl*O l lI tllh ttock
f.. IIj, I....pos.s of this sIll comIp)tVI .in &4)iiing thel( eJnitv
inlestel thalital foi any day after the dlate of the acquisition o(f
11ie proptiry. lihe eariilllg, lnld [kr IFtS def Ifit iii ealloilgs antllli
if.its if the tralL'qlt1((d (t hl' ft'I Fill . 'llW ( tIp(d U 1

if, iillilll thflietV befOIt Ith 1i ' ..l[Irt1ilg of l]it' laxabl, ylAIll I11 AvI. II
owlh lial't l'II (ceIUS. ti, trI ... IsfDI had )(!ell ill m itxio .lt.e I 11

suslainied a (C....jI lohss. inlH thiet trlansfer)o had realized a
irroglized a U Ii ] ul to Ie [oriomi of the lohitit it imrltgs

all plofitS of the tinsftl'iOi Ainlll Itable to sf() h Iroq(ry, !

(I) TAxAF',,, YIA:{s ro WH]{l A MENA l fNlq i .Itq A,itiWil,---Tle
anl.I?.... its Iliaad, Iby this ,('Iw, ihall be plqdi abIhe t- axildh, vyars

SI( 220. AMORTIZABLIE BONI) IPREMIt M (IN (ERTAIN GOVERiNMENT
OBLI(GATIONS.

I', first se(wl'h(' of section 72(} 1) ilatmig to hhle ,,<- In ,Xoess
[lofitk netq inI(4.... .. llt> (IJ l}rell (.... . Eiutlhms tr, Ite as
lilh assets) is tlluhleide to tad Its fllo~,: "If lii extes profits

', ltlI I any laXibh] y rt i's .I.ll.pti t l ,r idet N((tIn 714. file tnx-
nVra in its lI'tuiii for Sih x(;ia t p4 in, lics' its f.O..Bl'd

laxi'tt Iil;('llll( r, ,4A h IaxTIJI, ? ;i I; ill iIIlltI[II t qual to the irujllt



of tim intter'est ,/Ol, rI l 'I I I , tIh ji ol).. lnt of tlia a t ,,IIizalBle tbond
prlFiimin ll 11 l l'F 6 s .e...ll 125 a mtriiitlllb I: tio ill i)lligati So held l
in th thetwxaale )a' V hicli le im'Iibild in seetion 22 b(1) (4) allny
pal of lihc intel'est fion which" is txchldi.ible IFro.l.l grosS ihloel Or
anloia/bl as a credit against ilet ilmCtime1."

SEC. 221. ABNORMALITIES IN INCOME IN TAXABLE PERIOD.

(a) Rt~: Foil (C111p1 T.rOxIs.--St(:11tioli i-21 I) d (d) (elFtinlg
to coinllitation If tax il ease~ oif a.t...mi.tlles ito Iinc...e ill the tax
able Ipeioi ) is a....einde'd I> read as follw:

"(c) (Co m\rrF-rx'O or TIA.X rm C(ktRI:Nr TAX it YI:AR.-L-The t/ix
Itiilhr this subilha1,ir for the taxalhi {al, i which tie hwhole of uelih

abntiomal illt/oifl wmhl1l without regird to this section be hinlhdible,
sa ill nmt exceed the Suirll of:

] ) ht Lax dler thits subchapter for st t .xable.
ated witlhouIt the ihclusioli ifn grors himrol of the )o>ttioal ol the

neit al)1.1.Oltl i[liltne I l.i. 'I ise attril .ir.tabl to alny other taxable
VI?,al. Alld

"(2) Ihe ggregtle of tie incrl..s.. ill tihe tax ilhbd1 this silub-
liapter for h11e taxabIe year I(...I..nln ted i.t..le paragiaphl (i)

aoid or each tVlitK taxable year wiwi h would iha'e nssulted if
for (ach preViouls ttaxable .t/e to Whlicih llV }l'ttioll, of sncll, It
abllorltll h~ilWOlI is attl'il)ital)Ie. an iioltitdq ....Ii to such p>ort ion

ladi been iciIded ill thile grloss incomte for sulh previous taxable
year.

i "Id) T('ll'l'na I{o orF lax Fmo FIllUtlll4 TIIX RL Y ,:AR.- 0 h iat
of the net tblnlnll.i. illC(llli ttltibliab tll o n t v fitUtm' taxabl, year
shall for the plli'polse of this stdh..lllll)h , r, bi ]~ilulled itl tloe gi'ross
irloine fl'r ith taxable ,year.

"(1) The tux tie this sbehaptr for su utue taxal ea
shall iot exceed iIe i5111 niof

;(A) theixhri hissuthq frsih filioretaxat}e
year 'Om. lpitmll V iioilt the i ..i.isioii in l 'l ss i.o I.. of the
p1ation of uch net abntai':.l itIncome which is attributable to
sellch ear, anldI

"'B) the dlecre si it the tax Ilndti thiis slubhliaptelo for the
Je,l]1i[ s lxaI X ri i , ea ii Wich tile wihole (if stichi aib]oimalI

ino .... wouild w ih. 'iflout IeIgarl to I his suctih.. be includi]le
which reSulIted by le:ial\tn of the (ltplllltat illl Of suic tiax for

hiil[ o)Ievio.i. tlxiilht ;(,lt it.Ierq trh. .io. .. 01..O ( ¢ lllb'.etti(ll
(c) buat the antloupt o sIch 1crla'sw shall . /)L lit .. sit(]d by
the agglg'..ate of tieph iilcl llt I il tax tY, iudr tI bir- ul,] bitpre
filr lie fut..r e taxaIble vea, ;s eut.. ittl l(ri' t ,tler lt agr' lh

(A) ani for the taxable vas iltelvc.illg })1 wtn. sitll
jII'it1tl taxabhl vial 1 .... I swch C p ltoxftle Ve which

II'l ' "t lted111kl beta; olilsir thi, ilil il tl oi ill )Ollii'al1 If sullh
ilet Abo' t .....alI inrlli . at'ibulble t) o :ih ioterveIlit years
ill th(e glo'ss ihiomle olo sulchilll terililng V.!lir 1.

(2) If, in the apjlit~atiori of subs~etion (c), let abnormal
il111(0 ti}W CIl !/or tita ... it.xt.le. eal' a~tt btllhb {lto ally,

applied wiihb I(-jlt to such ftiltur taxadh y'a, in the order of

12S [p~ ," 7~;L Iq



the taxable years frno whih Illhe net abnorli i]ncome is attribui t-
able beginning thill tle eallisl ae if the portion of the net
aitbll.oltal incllo.ll froml each )ih year was ilte onll alioulit so
altriiblIiable to suCh finulex t;i:xllt!, y ear alld (except ini the ases
of the )orliion tor, the ealliist pic .iou.s taxable year) ais if the
trix IIie tillhs subthapter for Lthie ftlmv taxabli vilear was the
tex itterin illed une r I apar lagilA 1) wit I ,espect to tihe portion
for lih next earliler I'lOlOSL. ilxable veal.

"(3) If in the pphiicatumo of paraugaph (1) to any futme
taxanie year it is dletLerIirned ltat the d(crease( in tax cop)ul (e<
uiiet pilagra[p ih (1) (8) ith espei to w thfe net abnormnal
it{]nt a piiorl oll of which is jotlt..'lud in ith gl'oss income for
tim Liiiu ur tixlle ,eal-. ols 1otl ex£ceecd tIe i;g,'xilgate of the
Ill .... s... it1 tax c)oin t id irder Illlagl aph (1) (II) v ith respect
to scll1 nit abI)no1ill inlo"ne ,Iten Hlie f/lo pol e of such, net
lbllifloI il .oli.i.l (!iio ittlributlbl e to talxtlhle YeaHrs subs'equent to sucl
futm1[ i a' able vtar sb]ial woI it ilclli(Id ii the gl'oss Joi(Oll jo"
S[i,]I uI[s(ftitellt t le a. O tailt. oirh ipiose of collll ilaling
li taix unhr t ti i api ipi tixablhe year subis,..ti..t! to
thW Itt lir laxbldle yetf the plrtionl if net albnormjial incomne
aittlibutilablet to ti fitumi taxab,l year shall ol ie i.e luded ill the
glross ilnoliu fol such fi'tutle auaIhe] Veal to tle extent that tile
inclutsiinm of sochu portill of net aubujorn l ineolm.e in {he gross
Incone f(o.. s..ch fliti' taxbl, Veall did nol wnilt ill In inllease
il Inx or luchl fintlnui taxable year iby rimsoin of tile provisiois

of p'aiiulaph (1).
(e) OAr, I rCXTIIX oV S:CI: TO.-- iis Seetio)l sIaill be applie d only

fton t ll )Ill'( .st .ofl'li n ll thi h( X Iltx l this nIIde)hitLrtlt is plro
lickd in sihl1>qctiools O ) amd (d), and shall have no effect oponl le
iLll]qtli, (Ii* ba, priliod net ]i,.c.lI. For l iti Imposes of siub-

sections (C) uld (d)-
"(1) Net abw.....all inicmie i.n..is .. he gge..gate of thle net

ublo.n.iiaf nonlj of iall foSxls.s fr one taxabhle1 year.
"(2) Udir' regiulati,,n.. Žitsibtd by ilhe (CoTnnissimer t jilt

tinll- hiipl'vnh If tille SIcrt' arv lhu tax inder i ll, i sulbchapter fo
l I I lilrui] taxile .el.rslhl l be c iit[)le s if the p4rtmtio of

tl abnolllNId ilWq,, fto ,wIIl} pr(v[ios tzSlbxibli year for which
lil tax ,": , ...i.put)d Ijd, this -(iIo Wr ie ijcbtldO il .the
gr2oss IIIC('l o lllt li

o
i 0ro IoIII5,~)uS taxablte wial> to which such

polrtions wel, at riblmlable.
"(3}) Ioh Anbsdions (c) atid d) ire applicable to nlly

cIirt(ill taxable tar', liblflOio' I) A'Ols ll bY d plied witihoit
yeiiil ... s] t s ..tion re). aid stIbsution c) shal be anqlied as
if Ihe tax I uirJ Wlis slith:tter uxel fir siihisoctiori (c), wis
the0 tatx Comlp)i'uluder sub-ci-tion (d) and as ir tb e gross

1l ll tll(I the /lis I ttlol ....ll .IIweSrlI'V to tpIrllil/ the adjlisted
ex(cos plofilt iiet ilIcomle wt 'inhost! ainloints 'vhii!h would rest
in the taNx c...npunted lnder sullet'ion (d).

I() AeINo em I, IN( iM, I c'ma,, [LinomIAT[oN. E'Fit-If by n'n!soIn
l taking Into i(,miii it, I etenining onistrltive av e baws

peliod net in-pu. lle SI16ion 792de. uxpllot io(. (oll½... Iy. pifVspect-
ilg, r d.se!n ih, cr 'levt* ~)Ipi#nci u' a ,f lnl/ e irpcity, patents. fox..Iiilt
or p)o-,qses, (I. , l ... I&onhliIiilin of tin, fo 'ng, extendintg. over a
period of ... 11 i I2 ] I...... I,,, Si I .... tr. tiCtivt vIl ,ge lut period

129
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net ico'ne is higher than it vwmihl be witllhout sh taking uino
a !lounit, On(ly sliCh I.n.iti in of I In ill('iI i 11th 1 1xable} yeal rpellfiill.
fron such altivity Nwhich is of a clias a din' lied in su lln( ion tt)
(2) (C) is is nattrihntabl e to another taxable year lnder this shill
chaplter shall ,i dieemnd attribitntabl, to a vyear ther tlOn tihe taxable
yearJ"

(b) TAXABLE YEA:'s To Wimn AM NDM:NXTS APPIAC A L..-The
alieiitld.tttlls imadlh by this ,qiom 'Indill be applitcIble' wit] resi(to
taixable years bginnilng ialtr I)e!ilulwr 31, 1939.

SE(. 222. RELIEF PRIOVISIONS.

(4) (hENy 'IAL R Ern:rv.--Section 722 is aituend.Id to ead as joil ns

"SEC. 722. GENERAL RELIEF--CONSTIIUCTIVE AVERAGE BAsE IE-
R101) NET INCOME.

"(a) (*N:IRAL lit.,i-lnh ally cas inl which the taxpayeI estabihllh,
that te tax r.II 1IpuiitetlI .inler (ilbs sbiiIciptt' (vithlot tihe ,!nefit of
thi.s se.ctitll) shlie il ill a ( ex&sir e :nd 1i 5(rilllillntorv tax ainid i;tl)
iishs whatl xould m ai fair illnd jil11/ tlioi... IIII)r Yi tllllg .[...i.ill e!llq-

ings to be ised is a rosIirtllvf!e a/' rite bilase )41 per( lrm iomn fo
th{e Iru [)%st!' of oll pxfss ,rofits tfx ba'id{El ....4!) a CII I iS(}, If I'm[
roilt (!ii ngS I11.. (I l illt] ulif l r nw an e (es i)i'oF tn:x /erlItd. thie ix
shall bLe de1t4'liid byl uhk suci,h 41(4 litrlit4 ivtlag, baIs 1*i lif0(1 t

nii t.i. . ibchater. ihi (len trinijllg Su, *h tilllisi(1 V aver-
Igse bi~St }tpiid 11(1 l4ut' ¢tl. n 0 l'g ga r d . lll[ hi Jil(/ th a VdIS nr I o i
tiies aftfegtin l th, IX)flVC]. til jinlusirv (If which it is a Ient..ber, (iI
taxlUIV,(s gtflIyI (;Uilring oir exstiglg afier 1)ee.nmbri 31. 1939.
eCcp( that. i t Vt"'s (dk(, l j'ib IIt hit I e ,11.t sn e 'If <e Iion 7222
(L) (I) :,ed in :io 722 (Ic). regard ball I be had t, thI. lhariot in
th, (lajIttel' (f the lbnlsiless Jilftir setlion 722 (b) (4) or tu llllre
of tie ilpxri vtr l rid Ii ll I hliarat el f its luillei's liil(I,,O ttII... 722 ()I

ito tile ttnlt iii t'c'-Iar A, eqialI ish the onnela linllligs t hiie .. Il ils
lit (I. olS. l l I \i Iv uI e bae Ii p 4io iut iiciwui...

l"(b) AXA iR Ito Avriy] NN111:x s Iwn... I i..)111.,
ntdil uh..., II,,ti. sIluu-] lapti (w ithit)I dl ,t> b IIi[ll ( of llhs sli ... ) SII

li! (-4}nSj(LI'r((l }(, t X(:e!t- (( i ( i lViul Iisilu} jllillatovl yill tihp (,:i' (A li :1 I lx
iv(ri lle htiIlgIc) ! l {*Ji('S' x pit&iS' J lIS (Yrm~it/Ltti'{I onii 1 )iii4 linc lu rsmihnt

liJu , IItuut. oh u1 'h jiu ds, lm lt, fiitA((il a, ll ( 1 dllJ ilpt'

Goflaidld ef it'olql] ,mdugI[~ b51qlllse--t

' I) I. i Ini II t... 1 I x/i )[, IvQr itl I ,( aw ( p ) the I..a.

PtI i.... I[' si i[ii [){lf ll.e. e th flr (i. . iat] prlith I (.. ir d tit in,
I IsR> ba, sii tuxI...h, (ff thes :ie i lli til, (I xiel'isl ,V
(if m Ic li taxpayerl

(F[ ltl[I(...liry et(IiOh ( evt!ts . l...i Uiul] in ti> (uitSe, of sIIC[I

3) ih¢, Iy1si... If lote Oix[Iyer a' hih, ihi tlhi Ibase
.rio,[ ly lIq'tIll <f ( di~jtjtjios gener~ially j]nev8iliug in al inI(llstry
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of wdiihlhe taxpitye wIN as it .... h..I, st. IIuiing such taxpayer to
" A ) IT proIills cycle diffeiiig mahleIilly ill length and

t.il.Iitmi(le Ii I. e i I l lt IoItI] t . I]Id b si , I (orA
1B) 'pi cl.. mIlt ittdlIT ittenil peli(s ... high pirducI-

tion) and pIefit,. a...d sntl period ll' t ;,,, mjuad{luateJ tey'
sn.i Ed ill the base l>ei4dl.

"(4) ie tlJaN t. ithei lrig il iniediilv prio' to tin
b)a*, It'i. i, CtI lhIhlt'.('h. { . )ll.illUmSS ... Cllll a ged llthe cthaltactt If ile(
hbiisilie titi llanti i a glie L I'gP bitse Ie lld lit. I ]ll((,Olfl dots no. rethl ct
tile Il(t lP I.i.t.litOii ftlhe ihl, eisti' e IciiM opf tile hfISilli!s..
Ifm.f l h I)Usibs lis ) ellVle(' a 11"1t Il Hol t leaI.I hl, ly l( 4iif' t (1Of lli

1):}s' p)(e'Imt, the arhling]ee Ml' hi it Would have enjhied if the
lali {p ' hai l t llb IItit.C l I..ii % ,Is i lo i ,d the I14tleg ill gl..

Itai'er off tihe btusiness INo VPIns before it lid so,. it shall be
dIi .ll .. to hlae' (0WIIIII CIIlJe the bisjIIss Io IIlI tile 1 Ih;tIItge 2it
sch ealweI time. For the trpoc ..f. I this -ubparagrnlph, tim
itqlt IT li tllge illi t il' i lll(t tI if h0 II LItSille Ss itin ld,.s a thliange
il t lit! Ip)alI..ttllo ' ... .. elngl ... i III f tilt ) , iif Ce l
tip I'l odll I, oF 1; ( 'sJ- I /rlli,}ipd, A ({I.../IU hd (2 ditI t In Ill V
for I)l) n(' ltol IT' (iciuitiqiii, a dffI[irem 'eII i ti ale li j f ,iof ll)l -

i.,Ned et' pital {t, tota] apitad, ; l, i :lnd th ! i i "I I ... f"Il/ JltI . l....
1. 19lf), ,if ll or jiul f t iAthe ,1eI Is (' .c oin ,tit(,I. with tile .i...It
tee Th COml i,titioil if silt &I lflJ)t'JIiI) Wais dintinaid lo (lil..il-
ishell Ally ('lntge il d lie, atity {r dlio(]/iii or O[altit.O.l

Of 1IH' b[) illt.s, (I.S.ll..llllt(lm (Id 1111t*iiig lilly taxabile (y'!I ellditi
aIfe, Dee..bee 31. 1939., asa it'l]t of a Course, of actionl to

lwhit'h tihe tLaxpnV myIr (':l IImittc'll rlimi t Jallallri.y 1. 1)940 IiI
:;Il lcnb. iln j ilt'lvfome MILI :1, 194 l, 6,n, a Illp(xtlt(A eiigigidj
l ·ie t,'t d iittllanii .. I I tlrloiiiugh i gli the pIli, pe'ess
Of Sbshti l{itiall all tII it sIt, of i1 cI .ii... petitor I.i. )IIoV(e] i
Toiti I}iIllSS withI tIIe res ult that (11ih1p){ ItiolI bIttw,9 1 tile tax
iavel 1'11 the t (It(! £' tiINt existinig befelrt Janllury 1. [940, waS
elimunatedb. shall be deiid to be a hlillge oil Detember 31, 1939,
ill ie IhI ilje ( If Ill he b1ulips> oP

;'(5) Of Tole otlinU facit, (lrf(ftig ]lt' II tlp)averts blusilnlss Mmih
I~llji I'Glhll VlJ}] be! considered I0{ as resllilerig ITT ]n .... {i (-
lI. I. I I l'I l .. irilill4 S dll ini g tiltl IlIls periodl and tht4 apli, I ]1..
of (his sictioj, .. (h rexpayer uhtil n.t Ie( iIIcisisI(Ilt lHitl t

t'ineiples ,,t...l i nr g the rovisbR of tils siseCtion, : xilh
thi, otltOlditioll d lill li.it:ti n ( , llb t lllll dht{tl i el
r) INS,] (:1 AiJU( Oit Io\N$. Et .-t-, I ax (....lpiti(l

....1e/this stiiwba'pti (t'il .it biIfil II this l sttil) shall] be
co)ideted tb be excess ivad tltin Ilid(m t x ill the i11<{ of i latx i'l
.ot eItitlel to use th, t jlrofits diedit b:lml oi iomlleOput 1 )11ls~lllt

to elCtiotl 713, if tile txces j its cIit l indestiid capital is
fill inl:,h eqtle sttlndarld for le(Iet'..l.i... g e xe ss poitts, fIee'vtiiis

";(I) the' bnsles .. el, I' tit,- hlI1'q is (f n, (']as ill xxhk'h irnHta-
gible lleSsts l lt tihtllndi', iil In vetecd Iapital .. n lder setitinm 718
Ina~k, illlOto I ..t ltl i t~rt illutlio" ll,~ ilIV ollt,

L;(2) the I)Ilji-ts (o ite IllIaximyt i: of it Ias, il Nvhh ':Alpital
is8 .) t ll~ ; I m p .]11) I t~l il q)!lt...~. )ll ~1L f li,tel .. o ),

"(3) tlhe i....ted ualhitl ol Iie 11T jII... ahis i rnil.. h lOW,
Ill stah cast fir the plpjot, of thi >,ih [Ljitet. Sif (alm slxpy lhal
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he considered to be enilted to use the Il xcess pi ,lits credit baed on
I"col(/lke using th, ,onst .c..ve /tvtgl, baki p jeitd nlt illCOlnljl dtet

in...ed .I(Inder SubLwition (A). Foi the puIpoes, (if seetion 713 (g) aI.I
cwttion 713. the beri .ingi of libe tpaxjlaers first taxitbie Neal lldri

this subchapter shall be (Tnishlueid to bi tat dait after whIich ciJiill
additions atnd tapilat Iltdicilots o r(, iWo takt. hlU o accounit for the

pirosof Il Subl-utwl s.
"(d) A\rr ILAIIN soi lLIEF INiotlt [lirisSF2HrII}.-A'Ie taxpayme

siIlI (l)1 ...It( ils lax, til, itq lemil , ll>I pIa it, lax IIX littd this stib-
timjpier witholi the appiti oil of thits sectl [h, exwept IS Iro *I(I( ii
>tiUoii 'Io (a) (5). The betelits f if is uMtiol shall not be aloled
Illb Ilphe tLxpaylh iol later iti. -.i. x .i.iilth after thle dlati pre-

-i'iblI by law fil the filinbg f its Itlleln. m' if thle apIi hathiol relites
toa tIl nxatiie vyenI Ii..rtil ...g fn' 1])e cen,, ' I ll. , 199. illW IlIt b(gilltmillg
after I)hcmibei 31. 1941, wthn six I.U.lh, afthr the dfln of ihe

t ....noi of the Revenue Act of I9.12 ilalkt s a )p cthation therefmr il

eIrdlnlllc wil llt IreIal tOils to be prIe ibe v) tile C(ooil .SS.li. r
with ill pprIovaI of tin Secretay, except that if tphe (othnisslotmer
illn ie case of any taxpla)tr with lesplect tot the tax liability of any
taxabh, vear-

"(1) issues U$ p1'iiltlr y inoti..e t' li))oSiillg 1 diiciIillcy ill tihe
tax imposed by this suilihaptet st} taxpale/r mat. xviftini ninety
davs after lhe date of such nmtice .. aeit sch tapplIation. or

"('2) nmils a notie of le0ieki'ev (A) witihout having ptrevli
olsly issued a preliniiinalr n..i.c theitrof or (B withinl ninety
days after tile date of sch prIi...lnllnary nol ic, siti taxpiyer may
clain the benefits of this ection ill its petition to t ti Boalrd or in
an ilnellned petition ill tic.I.l(I.imCe wilti the rules of the Board.

If tilhe application is Inl io fI il ihin six moil ntis after tIhe date pre-
scribred by law for the tilinig if the I ti iii, O if thile application relat(es
tol a t~xable year beginning after I)n elnblr 31. 1939, but .not begil.ning
after i)ecember 31, 1941, within six ii o I ths afte, tihe date of ithe eraLet
rennl of the Revenu.e Act of 19.42, thi tiittio, fl tiii sectiot i I shal not
reIdlce the tax OtlhliWiM' de(litill lie(1 ii lre this lib1ehaptler by iln
Itlitotlut in exless of the amnOullt of tile dvlivi{tTy filllilv letrliiilld
,ndeterthis subagr uhoat tihe applicatiom of this section. If a
cl;loltlutve atem'ttg£e blas p>riodifiilt il,.l.lil. hills been1 detpelrmille d
I..li(er tle i' )vliSiOllS of this seciol for atiny taxable yeari the Coln-
tIlilstlitiar ItIN. by iigiu.t..OI.Si al)I ovld by the Secltrary, p)reCscib}

htl' ext(iet ti) ,hiich the l imitnttallns pr(cribJ(I bv this sulbsetiOm tay).
lie waived for tilhe pr'pose of dterin.i. ig tle tax under this lb-

Iaplter for S stlibsequillt taxable year,
"(e) R ,itus FOiR ApI',c ATION or 'SECION.-lF.. the pm'lms f1this

( I) tihe tax imposed by this subchlIijl r 'hall l..I lme tax }xfo.e
th ollowatlce 1f Ihe fo, eigln tax el'edit plon iutlt to sectioll 72,9 ()
and (d) ;

"'(2) in the case of II t axpayer. die h, rage base period net
itimiji' .. which is (... 1jplitP( ildt' Sup!l)Ienmhl A. eor Iho perie.d
firo xliiich the income (.. of any ioltii ii-( oi is ii-hImIe. i.i th ....
lIlt ; i.n fl. the avwxerlage{.b* , Isc F ind Ic ' ( ici Lm i tf1}1i' I hVltl[{ '

the laxlpyei] [lIl 1hi tteald as i-Iul .tiher liU 'lu[l, }I[tillesIs
"l4lC : 1 flt of tI, bi}l II'+ss i illit taxint?!l.
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"(f) MixNte ConloiAlao so.-In dh case of a INtaxpaver to wh hi
sec1i.o. 711 (a) (1) (I) ,or ,&ihwm 711 (a) (9) (K) apl~ies, if its con-
strutire aIerage base ,erid inet iliome is esIblishd under, this
sec ioni t re I shall also be, deteirnted a fair andi just aliount to b.
IIs( is i,,'iiioal outipuit and njrlntai lunit irofit for the purpos.s iof
SO( ti.... 725*"

(b)) DEFEWIMENT OF PAYMENt or TAX.--Sci ion 710 (a) is amende111
by Inserting al the ... I tii,mof thie ,olloxiig new paragraph:

"(5) )EnlFEr3ENT (IF PAYMENT ¶IN CASE (1F ABlOItMALITY.-If the
adljistedl eXess Iprfili Ill[ iln'inol( (,oIipitd ' i]hout referelne to
seiin' 722) foir 4 taxable yiea of a tnxpityc r whichi claimns on its
i'ltlrl'. it, cL4,Irdat, x; ii Irguadfionlts, ]ifited i}y the Colnilis-
,ioner with lhe aijppiOVLi of the Se(! real;ry tihI eiqlefits of sectio..
722. i iii exc'ss of 50 piti ,Icnt .I.I. i.tD- nOtIiIi iix Ipt{ ii((hIIt lot'
,uh year, complirteI with.tIt the .ie"dit jruvidel it scttim `6 (e)
(elating to tdjusted excis ptts n. it.nit), lie arnou it of
lX IplVNl]/e tt tlb titm( [ .. sIribed fr pavilt¥1tllt Imly be, IrdUll'd In

il.l t.....)lll (...I ll; ht 33 peI I'....titi of thie rInnoi[t Of tlie redulction
}I 11he Ill X SO rbII i.d. I!) thit ipurpos¢ sof secti.. 271, if Ie, tIx
III able i, the tax so I OehiI,(I, the flax I t) rt:(hle I shall Ie considered

lhe Ii[Iti.Ii. Suo.K. II Io[[ tl(e 1,
l'i EI'I OF AlINOI(MAI IT)IS 1: IV DIVISION OFTILE BHoRD.-SectitlI

732 (relal ilg to i ie ]. . .. abin.alites }by i lie Boiard) i.s aUitled. I by
II..r.Nilg at the end ther...f Ihe folhIling Ilew snhis,(ti(n:

"(,id RF{rm r; v By SI I I )I8It}S Or BI/IATW.-TIh, dtfrllillllti(.l.s
11(1 Id(Ieetlrimiitil.. be :my diviisim of tlhe B}Oird itnvohiing any

quetion trisinug uh.lir s,,tigi 721 (a) (2) (C) or seio 7'22 ,hal
be Iteie;,d by a sl iO.iil dilisiii of the Board which sIl.. be (I, I-
Ailtmtd toL t[e Clohiriupl, told oIsist of rIol less thanl three 1,ii11JtI)S
,' i., B.ard. 'ITe d(deisioins Of snii shpe4:itl divisio, shall .ot be
revncwlable by lilt' BH'nd. and s.i. l In, in, died dIcisions 4f thie Board"

(d) IMsrIATMrENT IBxsis A>O (IhuJIT 1xPAvL rs.-MSUhalp/1jer E of
CI:ptm '2 is a..e Ill~d byv is trtinIg aftr section 785 tI, following nw
seel ion:

"SEC. 736. IELIEF FOR INSTALL.MiENT BASIS TAXPAYERS AND TAX-
PAYERS WITH INCOME FROM LONGTEIRM (CONTRACTS.

(I') ELi,u IrON TO l[il: T i M p.--III ti he caise of aiy xll p y [
mir..ul ing {I(lC. h... fli" illIhtlitlli salt's tl hirl h niet[ind provieI

bY *ctioi 44 (ai. If i1ChI ta )avt'r ttablishes. In ncfodl ce "ith
Ig!iat0ion j e:1S b( N /ll )(y tL C (tllllll ( iillle with the IIpl)rovail of theil

&et'rtttry. tht tIhe I IV Igiii9 VIliIIIII,f lilll t xll to it ixirad to ' .cish
ri l ii"h .l. t pu t' ini te fo r xtixh' teal' yr ts p edJilg le irslt

tnxable year ligni inig{o aft tler 3 i9ei e I 1441. was lole( titan 1-2.:
p i, , ,Aul of ,iii, (Omn, d Ii 0 Ite· ... t X(tO(Id to sutch plh"is'

i tl tX i llil V ill' )1 til' t'iluigt Hli tSttiillliri[ iiif f i ll i,tit I' iIbtts
fir't taxabiIe Itall Igimi... a ft,'r )u inbeu 81. il41, as iiopt, l
125 ..I. (!{?I. 

l i t l Oi I1,? I...L. lm i III 'IlCh t''...1Ills I '!i [IIii' tit I e ,n.
(o tlhei tIxbtllt vc '.. iof Ii it tatxp:rt was not ihi vxist.nce for IIai

ia ll " xIst In . il ith,,t I~> IIfI... 'hI. l o] 11('h VIlS Ir whHi h
ith iIt(l ii& %a8 UI I lp.. I.. T .4[ [llI.ltq Jeit h.t...1hd j 'ridI!d inl s('Cli(. 41



(a), it may elect. in its return for tile tnxable year, for the purposes
of the tax inipsI biy this subelihaptr, to cornmpite, in accord.nlliee wiih
regulat i .on s p")resreil/)4l by tile ( nmmnitsioner with t iet apIpro val of tile
Set'1,tary, s iltCollie fronm installihem les oni the basis of the taxable
)eriod for wh ich s'h ino i irno.e ii cu' ill re, in li of filit baliN pro vide]

by section 44 (a). xcelpt isi, hciai f fi jlrtviId.d such election slillj
be iirevoi(l}ile when O,(4 mnnid, and s/1..11 apply als to all ll[)stjiit l
taxable years. ai/ the income}llQ f'ol, inl'/lh~lt sls for ,'loh taxable

year before the first yetar whhiti reslcl to whiiilh the liction is mnade
but ba!,ginning after I){cemIsr ; 1. 1913 shall be, atlju ited for the

mr>s ress of this subehaipier to CO IOrlqx[ll tol sI ph ie telIon. oi Ink ril,
sulch adjulstnents, no ,amount shall bh i,,ldd i) omiputin g excess
profits net incorme for av eCxc*ss r'ofits tlax t:axble l ar .o acCOIiItll
of insia/lnIlet salts italet in taxalile vars b)LinnihiiiZ bhfore ,Jaiiniury
1, 1940. f the t axpaIyer estliihes. i l'(IIda Ince wIth megiilIt ati
prestcribed Iy the C(onni issiolne ,ith Ihe a,,>ovatI, of the Secrtary.y
thlt ill ii tllxille veilr subseqent t te fn year with respec to whlch
I tIettilnF }1U been (}1 tlell(t (l ti , pl..dinirg provisions of this

subsection it ould.. no.t ie eligible to elect, uilh a(trInlal method, tile
taxpayer ialy i)ll atcordaln't vAwl, l.lwh itHllattiOls ehict ill its return
for suet, yVr to abandon suth awCil' 1lPId ho... Ml"i election shall
be. irrevocable when onice IiaI! iall d shall l [,I,,itlul niyII' fortletllr ¢!]P
tiwos under this ubsnection. For tim iaxablIe vat for which the
l[Itler eleeti is madr iil salIbs(pqlent taxableyears, incomte shall.

be omput~d im acordiance i it sctimo It )."
(b)) ELFi;ION ON L,,OTIt( [NP Rit s.--Ii tIhe aset of itly

t:tx)l\, l Colnpluti ,I lio[1in. fI-iuin co, ribt It t(le pit foruinince of whih
re(nires ,ior e than 12 months, if it is iIdol'ral ot the txllxha
to derive ilmnOle of such elass, or, if th, taxilmer normlally derives

inhPohli of luch cils but the all/./it of s'h incomie of suit i] ass

inclinble in the gloss ilcoilme of the taxable year is i xess or 125
}eI' ...... tit... ol} 0 he a,'¢lIq..e I1....oll of lthi gIoss il ..ol.lo of til StillI

class for tile ,for' previouis taxable Peil's. or, if the tatxpayer was Lot
iu IxiItece fi .frIl ...' ..... .IdIAt year, ll, txaile yIrarn luring
Wch II h x laXpaytel kita itl exivtt,' it *Ix eleht. In itf ,tt'ri for

suh, tnx;ible Iyea for the i]i p, t' of this snibchaph't. or ill the ('lst
of t taxable year tie tcmIntlll llo [ hlth ,xI, filed plriorll to th, lll,
tif lhe ttc, ti f lt lb o iiir vt Aiq of 1942. ,htu, l ) )onihslih alI
the ,late of th e el/lltnlerAc i r s/h Act, 1t) (!..... I a I c ill c idnte
with reguthtionis p)r(tt'ibd by the (C,...lt.... TioeI with the apl)I)'oval
ouf tie Secretary Nilml iiiohy,1 Ipao [h li t ) per [tiot o)f Coll..pli'1oll
Inethod of al(liihlllting Muc e i shlll IIbe mll, inll Ilol
with such, rguli'liolnis alltd shiit be iim'v(.able Whetn tnllce lmaile itll
shall apply to all dhetr tontracts, past. pi'esetl. or flitille. tie pr
foltl/IIIee of wIitt reqttiil (it' requires ,11I lore Il iu I%) nouths, [[ihe
Oct 1loilp of lthe taxJtpacr for each 54il' pFitI (/ thilt [/ith rIespecI
to vhi,'h tin elet in i anni, shab i lj'm[-ted for Ibe ]lv'pupo(,,s of
this ..1nlwlapt(i. ihile hing tie .. hl. t.. li.llI &[' e('(es+ j>refits net

incorue in each taxabh le, o If th Ii bi, ptriod ainder sectiin 711 II (b),
to cO}fornn to SUCh IMchjt [It for pirpfe,( (oF chapii 1, the tax
ihhj tsllI i tiio lll pe tiio f i i1 r[ tuxJIll VI, On actmuntt of

tile tlpttiit l nl c I iiind b-Y this sblstciMo <h bel I,)i] rdd a)1
of the tax iul)osed by ihbi sIIbchiiAjtr fTl' o ie t Ixnlli, year ill w'h

134 [1-111, LI, Ill



such il(.tn(,, iIs. iIIiIInt i,'gair d to ,lits subsection, includiBhl in LI s
I.....III... I.l.lCilhi l 4t l:l e, Ii, I til, tl S lubeiOin shall in t be con isiltr ted
;it[)1o~l'11: 11 iilll* 1 ll h III i(l ' SP/(i ii l721

(() A2 \,Si MEN't (IN Al (I-N OF (1iA^NF.--If In ltadjjlstrneit
ifilI iI I lI ne (', I "I Ilect ion (I, i(ds the roIse Intiy he, is.

l it rI ( J:,t to ally tuxabl vei I, Y erlVtlti, loi the daite o( f tile lec-
titei by the LaxI)VleI jitq' 11 ibs>ctonll (a) or subsetion (Ii as the
ease mivy be. t1 ilhtitt1w1 Oeaks from snch datl, by any ]rovisnilt
or lioe of l]v ilieh~ thai ll doS ,etimi anid oiher than secti..on 3761,

if in re, Ipct oIf the tIIxhle year for ,Ici : tdiustn..nt is ouight I
n.6,lice (liEktlWV is mitied ort chan for refn irl $ filed, tl tlitcas

niiv lie. ;id]in Ilw, Npals after the date such election is maitdle. If at
the' time of tile flilllit oIf Slni, n1.1iie of defliciencv or tile filing of
suchl criji) fur rhfllmd: tile adljsinentt is so prevpnti.. thmn tle
aoIllot ih lt jlistilett auth4rlz1(I by ibis sublsection sinili be
]imlh-d Io th, (h 01,' de1 inl tilet laX imtpjostid by (Chaptit I

idii i}hilji lrIl pdetieil,. tIerlniiiied fclo sillch 'axbllle yeal
hhli'l itiilts solv Ifllmn Ih eFlecl of slbsetilon (a), or sbsection

(b). asI lie cnut olmty iP, ajIl1 SllchI 11*4111 shall be assa.ss.d a.. Ico
Io ted, of clcl[ittd to t 0rel(u.id~, in til' ;illie mit/.. 11r!l as if it WI!Fre t
dtfiiuyV iO In1 ovrlI'Iyen aS tihe mayt Inav b!e, for ~g11{ hlixililt
xtWil' aIn] }i if aI li ' e iI(te 4i su1h Pl(eTtioln. two yeaft"Is rellttI ifl'
ile expiratimi of the Isel.d tif limitatitn tutpon 1)4 ..SS .vT1 oi. fole
filin ift I lai m1 forl red.....l Ihi the taxail]e va*. TIlt IIIax ]pI(tVi6IuSIV
t[l/llliwd shall be ai',thIliole il ncc'rdieicl with section 734 (di.
The aotint to bte :isessl iid 'ollelted liilcl tbis stlbs'tclioll in I he
111 iHitllii illtll, if t we It dfiie.yv or >be I efimli.hd or credited i
t}lie III... I hil . l' tsi il t ie a, ti ' PLI')Ltp iiieynt/ , shll l ltt bIe itll...i $
[ i nly cireit Ir "I tf] ilbasill II ti.ny ilem, ilusimhill, dllouqIl

.credit: exii.. I logli, ;ll O' IOll i" lerhll than ti' .isi. l tir Il..... the

atIlmt, if paid. ,l ll ii be lbtovel y a ClinI oi Slit formi w' ...
,or >uiL for (IIfldlqlti reiehi hetruedl l)o ll uo any litem, i1...lshiOI,
tim ctqdit, Cxeli.ption guti Or lOSS, thelrt' thanl lLe .i. e sulling flllta
lie ['flfet ,f sIubset Ci.. (a) (a' ubl ,i(..O (b) ,aS tie case o nlVy b,.

(e!) IIT it Ad JIVE AlI'F'I( ATION O, 1F 'ltuoV[SHNI [xItlAr 14 E 'To G:N hit

It JAEF .r t Fut I l> XG-ToEIM CINIA ( IIs.-

*(1) Irlii i;e1d(jIehlitlhl Iltd by this ;S4tiill to sOl'ion ' 22 shall
1le ap)pli'a[ll, witlh respect to taxable yousl' beginn ing after
l)ecI.b..r I l. 1939.

(2) Slubset[oe {b) of section 736 and s. nfllll(t of siibseti..
(I, as is :1 ieable thereto shall hI e I Ibe ifapile only with res,?(t
io tiaxllbl years Veilbitingl ifter December 31, 941, except mat,
if a titX})itdt. within six Bni[ltehs Itfitr th~e dID, of enla"!wo(lit If
I hbi A, t :ieI in a,'idance with regutlations prescriired by le
C.IIIIII&.,i .. IPr with the appreval of th1e Secrtetary. ehects tI hti
Sh.l NIINI(qtisg apply r fel'lP)(tiVe]y to all taxab¢e yeals ieigin-
Bing aCLer ]hi..u.net 1 :. 193if, Such Itll.......It..t{! shll l Is, be
:plqi(able1,o snlih taxnbl, years.

(f) I'i] r A; lNDEN . -Stion ,21 (a) (2) (B) (mlnting
0to ,rlllnllie t i toiltOilIlt of ]l(5 Iciiit'[ll CiltietIts si{hll not apply

with resp1ivt to aity taxaitdie vtar begimimJg after December 3L 194I.
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SEC. 223. EXEMPT (C()RIPO)ATIONS.

(a) N, ilxtE:IuI I5 IF mNLILvrIIrI RI~ET[INI ]J'II4D.--p O 1*l{ , Dof
stii 727 as rFLl `Tim fl1iowig oljltilons sl:I be exm-llnlt
fI.n t[he tax ilmloed by: hiS %UhAILptT is "lrl(led to rtol is
fdllows: "'Flit frilllninig (... I..rati(,s. expt 1 a ... ei...te of nm Atiili-

141. shall }' exielopt fltt the taX ]lmplO"qq by this sntS hapfcr'L
(b) IlhO.lNX.. .I, t ([/] (',I{(J \N Nm ]txrFiipr xY CONSO AIE

Rtlilt !N IFIoI~ . ShitiqiliI 72. .) (vI'itilig to Xxpill[ iilll Of )!Isoiol
Si[Vi(Q (&Jli'hIit/1O1 ) is ch',...l by ibiNmwing Iltue nd(1 therofi lh,
foillowiNe 11eW" s-entilmi{ : "'Sili C(lN'[oationl sha]h] not be exempi) iOn
Mll/1i year if ii is n nmltlw I n ailihul d group (if corporations

(c) ExLy1InION OF vl.I;(Is ' [i INI.sI;Ni ('OMpIANIES.-S.-,LttoI
727 (,) aie (d) (relating Io Xt'ild lol Of It'ill 1iVstmEI1 htI

plliiies fti{ll tiexess loOfits tax) i.re a.lli..il. ii to ito 1([ a S follows:
"09-), 1telgulated h wlv1.slmnll r~ lies:s dtfilwd it, sction 3'l 6

vilht lith ijpp ti( in of seclio f j3t b) 14)."

SEC. 224. EXCESS PROFITS TAX RETURNS.

(a) Setiorn 729 (b) (l) (elatlghti tolil d... onIIlltl inn tin ri )
is rei.i.. id.

(b) Setions 712 i,) and 741 (b) (iritithrg to (sllT.ainlr i of excess
Plorits t red ate r,)talld.

{c) the izlli.{.li.I Iti... ,I, a4 b? thii sectiof shall li applicnllh will)
lesip((t bt taxbleI years beginrii...g aft, Da3elwi I, 1939.

SEC. 225, CONSOLIIATED RETUlNS.

(a) Scri(4N 7311 Norr A-im.]v( '. tScil- 730 (nailnig to cfiiisii-
dattId 'xccs Ii',fiis tax nltil"lhs) laU[ lnot ap>lI with re!SliWo(t I) any
lfxa~le Iyear lwegimniug afler D)ll ..Jt.ber 31, 1Hil.

(b1 7ub)(~ss L;r:x-S I) (i'aming to returs) is
l11t11(I('(l [)[ adding lit Il, oltd ..iret.or thU IIIl, l i.. mg(W , l,,'agli)l:

sol iPIId a I it i Iris, see s,,l Ion 141"

SEC. 226. EXEMPTION FROM TAX OF MINING OF CERTAIN STRATEGIC
MINERALS.

(at) Exr .MrutitIN. Submito, teiF o if (lhalllt 2 is alin'lid b[ i..sert-
1ig aftAI' , Oito 78) ItI! Ij l r iw g 11ew NCI Oeill:

-SEC. 731. CORPORIATLONS ENGAGED IN MINING OF STRATEGIC MIN-
ERALIS.

iLA the (:liA. o 1,u3 ( le)imct e m nl) O ...l.. l .. i iigni d iii lie nininln of

Ilh'til. taillal lll till, iii1ii1gtel i, r I iVll timih1. thlii I .. tiOhlli of ihe aldjusteti
il'ss i"fl:it li Ilift in(: lie at } l} bl t. I('1hi ilning i l ie I nitd
Stale s hall be exemlfrtl hihlit taxi iml)osed by, this subchapter. The
s oll I. 1 [ ll 1 tflhIn i .... jl..'l ol Il adj.lst' I iXo i lld itl tolne

with, Lie al'aimd toh ltirt ('t l btnL smh rt ..lmli, tO tp fo b0ar1 to the
"wllI h' ra j,ii- Xmt t'xi> } I.(fi~ l'i .. ..i..



137

(bD) 'IxATLi]: YE IRSl'O WIT [(I AMI. NOI)I[ENT AVPLICBUL]K '-'he
~tlendmelnit nad yilt!l ivls im Ahla all ee applicable to taxable years

beginniitg after I)cml,ir 31;i. 1940.

SEC. 227. AMENDMENTS TO SECTION 734.

(a) IN (XIERAL.- Seclftill 731 iS aiml.e.. to re'it as flIhvs:

"SEC. 734. ADUJUSTMENT IN CASE OF POSITION INCONSISTENT WITH
PRIOR INCOME TAX LIAIILITY.

"(li DrrXINiIONS.-F-lu F lle 'l)i, iiIj s If lhis p tionB-
"(i) 'IA'xi YR.--jTIte tit ' flU qliixiil0:ll l 0:illS ally pIlirsoln lbjt(

to a tax liuei tle tapl)li(pIh i )revelme Act.
'(2) INCOMI: TAx .-- Thne r ' iml 61oet}Ble tax' wansI) millq'liH!

tax imliosed by Chapter I r ( hapte r 2A if this title; Titll I a
Titih 1A of the llmime A(lis of 19;8. 1936. and 1i934: 'itle I if
tlm Rewenue Arts of 19!32 I 192s Tiltle If of the Revenuei Ais
of 1923 aml 1921 ; Tlh, II J Ill Re, Act IeirA of 1921 aid 19bI;
Tille I of flae RexctUie Act .,f I917: Title I of the Rfevne Ac( oif
1916i oit ,ctioI) II oI tile Act If (to'lot 3, 1913: a, war IIofits
m xc- ]tp.fits tix impIsi} bl Tilh Ill of thi Re..... Acts If
1921 aml 191: (i Titi II f the RI. vt.i.i Ac. of 19 17; # c in
in'com.e, war j,1rfil, or excs- p'inti lax inpmpied b)y ;lily of the
f ilgie l. I ii siO[Im , I- :iiH'Ii olt ,p it.i [ tld.

''(3) I)RIUF. T XxIkLE ¥ /I. ar t iixi Y ,ittinnll aftle
Ih )mbrln 31. 19;9. shall iidt he twi4.e({ prior taxabhe Neat.

'(1) L'thi ldt(lpl' issor of t ilt tlxlljm l'
'I illwliis-

"(A) A persml lhiih is a I(m .... it I.rpo.ation of the
taxpx E ith] tilt' iiIf... Oe{' eof st tiol 740t ai

I~) uA p son, m ich ,llu pr i . 1941. 'at i..arv tie... r tle-
afte,% contr,.d], th, taxpayer. Th, (">lln C(OllHifol! id;S
IOllinli Il'Wi{ skill ] iIVC the Thujl& k It... u li g Iit A lttro! un0d1'i

svcti.... t11 (h), wild
"i(C) Any pro's. irie i .. Ibrok( .] i tcing wilt lie

tax );}l if ata:lltll hj *phAl) iat (CB) ..ou.ld iapplyi to the
elati .onship let;{en tie t , airs,

(1b) ('Ifi UMSTANC] S }i AIIJUSTI. NT.-
"(1) If-

"(A) inl oetrminIi. at any iline tel tax oI , t*'xpay
n t) hit stchiIlt I... iteml tlffcltiwn ti drtvi'atient

or ptmh exce'ss 4,fits wldit ie tletd ie naion I icll tihnsl im-tt
lith theL WUIII' tllIht 1o rli(]cLL itll itcIll cil tle il' tle ailillatioli

tf tihe' ilotIl, tax plibiitisy of sItl I txiayefr rttda jpruleesso";(l/}ill, tl'catll"tqt ¢f S"i¢li it('m i, tile, proi' t~axable yeal'
orV(Ir consitent] ald, tile( delerl...inatqion O illl~'t}s Il
Cha~plte would eflfee gill Jr aeIll,(',il cl s ill the n11'lolltofJ

tie folt Taear
"Ivll ' qk:. Willd

;(t') i,,, the tint' of such determ ilItion, il the fIx under
this s.bliapter (I,'it Int .f (he 4.flet o ~ the imons.itni
tieatlct,1lt ill atl ot OI Il Iit ' ( hI li t l 01 taxaile v irus iS

Ipreveted fixtiit forth prpvisit..s of ectilt, 3801) byv the



operation of any law or irile If law (other than sectkon 3761,
relatiing to copronirises),

tilen tile corrctwti n shall be, made by an adjuistment under this
s(et ion. If iii a suibseyquint tbt oin 'iiit ion o lfI ie th ax ntler this
subhelapter ,for ,chl t!naxable ye* r u(ch i1o si stentr treatment is
not ado()ted. tn tlen ctrric:tlL~i~n shiill no1 Iiit miiale iI connection
v it Ii si'h1 ll )si ilent ten t et llhrm aion. 1
';2) Suc a(4lij '1(1st(2iii/l[t ]ili b(e 'path!} only if li!re IS tide aoted in

case the net effect of It(e tijli:tlstelnt ;.iOlld be a ilecreiase in the
iicohl* tatxe; 1)rvfiOllSV d(I(!{>i)ill}[(I Toy ulldh ye(?r or yealrs or by
tlhe talxpayer vi i respect to .lWoni tdi!e (l.te!Ilildllt i11 is aI de (It
case (the eth!] (l:P el (lie adIltstlllllt wollh] be an itictreas ill the

hilt, tirp taxal)lo yeaL1LIr OrP \V'ats whlch u o, Dotcor't oreiiilp t}ie la;w
al lpilcabh~l to st>lll year.

;"(8I) ]HInkiN OF ['[{Oi),F.[]l tlily J()lOe(Iedill befole'tie hBoat]
Or ally (Olit the hlo'dim of (Pinod ilnl e(ta)lIsi illi tht all incn-l
sistt.t j. sitiot ilts been 14keol (A) shall b, iijun lho o (ollnis-
sil(I. ll CaSe the Ino t of hit' at ..IS 'IIl ,oull 1W all iln-
crtI'I ill the ilr l1it taxes preytiisv 1it ...ii.i..illpd for hlieh /ll.
tx able 'e,' or' vlr I1 I oB) 'hall he tiinl..m , taxpayer, ill

cis, thv'net e&lh(t 4f ie adjns(tiet would be heircas in the
illcoin,. taxeS prviioutsly dot'rinitd for the prior taxab~le iieir

''(c) METTirIa AND ]FrVCi IF Av., IrI -

"(1) The ljiut..ii.iilt lilh..hm'izeild bi Au.t li.n ii ). iln lii,

imcta, shall ie athld to. an1d if ia eI( d('rIJI shall .l b sib-
trfewud from,. (le tax ithlirwis ((e IIilltt il IdII( ,lii. sli rpli)tit'to
for the taxable ve/ll witt revlt to Miidli. such hille',ilvenit
position iis ando)ItI.

"((2) If InlOr thalll o( e :l(IjuiI>Ii... t itn.. ', this sevt i.. is Iilide
('l i m10q tha e imllcoif(i111 ;)(htiO ii tlop)tecI with

r(.4p(i t.o one taxable Near' l tlL sbihaptipb. tht, sepl"'ate
itju.s..rmieis, e, all in uEIluI&PIt lo(tqiit(I 5 jo'O pvide d ill ubi

sphim ~(dll), shnal b kigig:l . id tIle ,;ggllgIt% let ]ncireiM
.I (eIea, shl11 be adled to or subtracted foml tile ta othe'

wlq. ..... pw,d umldh, this suohii}itI Cotr tie taxblh, yevi i xt

8) If lll t'Ilp'timflt .ill t1( NI qq 011, ]ilttae (}11 ttllIO t
of jet, adoptionl if :I incinulsN-liqt [O'tion (I'I .o.t. i n with t

Ioj'i ti i v 'l,l] n ' ii l 111' II,,U" I/ u )ptel'. Il'I.11 inl ;ill

of lth' atlj]Iioiu {df all it .'.1..I... pIrtiIi llI 01' Ij)sitiOiis Xvuili

respect'I tO 1 tatuiIIhIt . ....ii lisi >IllieuI ltrl (hemnifti' ini

vIi .i..s.fo 6 th l , t,,6o.) f... I} (I ll'I t*[I t [l 1r]~l yoal. sultel !xt S,
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sll I b ue btrIlh-,1 fir,oi tia tax iilooseid bv ilthis siiulihiphror for
eaht E('ele-lim' taxbIle yXtaI. lht the fln1)llU~t (If the excess to be

$S1 Sihllace'd shall (I.liloed h Il, tvduclmInli tiax for inler

oIf such X (-. es fri.. the I lx im~posedi foI' at a' h t w ti",'Fr.
'(dI AM ~ F{I' oINAIEN OF Ar'.IItNT op Aw}t*srll' ci o(a1jiItIlg

thile il(lll.t. it Of .. . .j ti i. er.it lill.ll. i this section flut e shalil irst lit
ascertainied toe I........tit {If tI, iulicoil taxes piviills]V Llmtrt/uihed for
avac of the prio ttaxalue yens tor whuichl correetien is irevellntl

Thi itliouljif Of ewh 'll t})\ [ix pev iwallvl y d.t..lin. ed for eah stchI
taxabhl,' vtr shd IIbe (i) iile tax slbn byI L a tle lsax v.., r bY the

,d' h.....~~r. illpon i h, Ipl tIlql fo' shl 1)l im tXi l Vrtxh vi', ilIeasid by
* the animal(j Its l"vioaisly asst'.t{I (ort colle(tedi Ivil leait as,,se l ... it) as

dtefic1ien1i(es, and deelt(al'aeill ly tin tiitt...uit lrl't-ioatiy ablated, credited,
teflunded. or atherwis epaidti iln esetl of suthl lIax ora (2) if no
1II ollP t Wis Shiow i8lIS t lCs iLx by siiNll i lalx l)ay' O. seich predoc(Sor
tll)Ol lhe Ivtmitl. ri if l lqI-itur was I.i.I.. bv I ll ip taxi)aiver or sucl
lre'tI(i'Nsor ii then the .iL.i.iit. lH'(t'viollSly .1.S.Sed (o Co4lle'cted 'vithi
illt iss....t.. ) as leiciem.i(s. Ibu sllh i'Itts ameoviously asesHI,,,
I o'(Ilqed ,"itlhoit fiiSaONIiII(I, sIiill I) (i'i, l IT 'd be t(he nmnilltls

Im i()sly abated. credittd. efued. o ohiise ,Pid i'ii rese('A
of such tmx. There shall thil,, I, ;ts..li ... lld tIl illr( iii P d I iC1re
ill afl14 SII('h {X rejiou.yv elptt....iiI' for each smbr Vent lhirdh
lesults solehi flom tih. tbe'nt l..... of the itm (onsisteuttv wit, the

'tnlaenl o l'd ah te ill t Ielt'Iiiin iliOl f IOlif t it ability
Ilh1iltis S1lBl) iUI]}. '' (IIt' IIiIerease oili s t l r eilauied ilill lot

IhIt ,ui:h lax for ec(hI SI]('1 year tihre 'hall be added iiltet I.( lIiSoii
Ir..ilrtet as if i IIIll t(oi i, .t.. (,q e ,>ns1iitte d 5a (elfinIIlt' o' an1
I"'eIpayvi.iit1 as tIIe cai n.y be. for such j,Iit latb]l,' vea'. Si, t

intle'er shall be 4,'ltltid to lihe i'ieeithi wny at the,, hlad 1inoth
ifliohI() g lhe (lost if tih ,'xmss io.fits :ix taxable yer'ar with rsil

ito (which tihe leteI.'tllllll ll it all((', Tlhe ..... Sh] IiIi.. Its('1Itli[pd liie
difftIc.ne wete tile aggigille of snch ,inert.s.... plus ilie iltir{lst
attribtlhalle lt ea(1h, ald tite agglegite of siuhli u .t...SI.S, pilus tilt
inti'erest alt I'irtib tialI, t ..a..l. .h thIt. i et ib 'I I se or I I eI a* so as(Ir
a litit' shall be te tilt t..It. llt of ilt. miji.sl..ent uii l( this . e..ion v'idh
respect to the ihl/!ul-iSiellt rett.......lt Of suld, item.

"(1) If nB atjdjislflMii' t Uli(de/' tis St'liqon Isuilts il a niet
11, ,Pc ( 5 ', t'It1 O ttill OI1. ... ill (', t I'......' l aI : t.g gr gregt lt.

seit inte'res shaJ *l it hh, in. ....s. iit..(,lle If the taxable year
in Mxlit'hb faiu hI, dat, li'i,('tiled f r thIe(if J) ...... I 01 tile tax

'(2) If iii ttIJhIS i .l. t alliet'lr i qi St l rd uesilts ill a1 ait
tiKil( s, i!. ..i .1op! I hJ nt .. (.l. adj~ltisti nci IsIlts iii nll rdIt' ,lle g ! nlet

Its thle 1a, may Lt', 'Inhql ri(,,'-,,nls idIii'tl shall be allowed as
it dldluli('i in co pl it/ i , Du i)e 1(.111. f]l t]1e ,il e Iar ill which
falls file lat- ri-stribed for the 1javymieit of the tax under tils
sulbelnlpt er. 11
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b) T~AX lE iY. In I,) W , I A(iiTArti Ai.;. T he i ... {(,ilyiIs nuillt
by .IhSI'rIhl (It) Avddj lpt)l 'ith re~)ect t. taxable yeais bighmling

ief DO(l.. .... 31. 193!)9.

SEC(. 228. RIUIES FOR INCOME CREDIT IN CONNECTION WITH CER-
TAIN EXCHANGES.

(I) Amr m tIm xrs, o r]10]ri 7-i t. St;It ... t(1Cended to read
as fohisn s:

"SEC. 740. I)EFINITIONS.

"For the p.'poses of this Sqp]lunmt--
"(a) ACQtUIIINGO 1 (>'OIkTIIlxN-T1'he1 ter111 'racqwIUrJing coIporation'

mealins-
('I) 'A cOl -hisn t liU lt ttJqU ](

'(A) ,Iibtlilltit]]h all till' plop1titiB of athllier corpOla-
iOH id .. I th( W fOfle a iti jat of tie c .(.,si;(r lieOr l fi'mi lhI

f1 llln[ siitI' .... lI l'opeli(jes is the tial.sfl' to SlICt ol, (olp([o-
ratimn o( all the s-Ilck of all lasses (except qI4i1fy!ing shares)
of th (opl)ol'tioI ) hich h1i, ieqiIIttI iiclm l pirOp'llits, or

("B) ubli .til llllv all tlie r{olvI ies of ailiher (cT pIra-
.. o ..... ie sIle ( )ltsiialu{o)ill I I 1II, taI aSf4r of l11( I. prop-

(ries is the Inalnfie, to shellh OIhI' Oiiml OIf Voting
s$4(]k of Ihw ('orp:lotaionl whirl, h'as ried stath properlies,
or

((C) 1beforeftbr 1. I 194I. pIp]tl Ies of fanother orI.po)
rati i soIelI as p n Ili siitipli]s Or 1l i orlribulifoll 0fl capital ill
IOSl(t of vIotig s{tck o4/ laOs by MIIh othl' vorlpolrtionl, Io

(I)) siuhlstitiill all t illhe propetis of a partnership ill
all ,exchamge to I ic 1. section 112 (b) (5), orI so nech of see-
tioli t12 (c) or (e) as refers to Iseseti O 112 (b) (5), or to whlihII
O eITOtiltd0n ilg prevYisiem oif fa piOr reVei' i e lW, is or wa,
applicable.

Flr theI pHI..oseS of sul}lhtl'rl'Iphi It ;) and1( (C~ iI deterinmillg
whotheit schli voting, stik ,,Or (lio )id Ill surpluls In contril)iutioIi
tocaipitai is the sol; colllatilal. ~the iIS ;I/i 4 1 ]lw the lc(tllirirlg
Ol~l~ollioil Ilf , limbilitv rf the .Ibm'. Es the facl that propWerty

acJlIlJr([ is Slbljel it til lability. s!8 fl beI disiegarded. 1)at-
gra )h (I) o. ((C) shall apliui tnlv if the corporation tralsferrilg
si... IFi]lW b litjQ is futlilithl ('t))pIpI(elv li ]iqi(idtfed Ill pilrpstiallct
of l1 p)ll[ltin wI'iiC I I I( *inll , q tion is made. ,1and Ili Irtlms-
acti.n of which tile a'qllisitiou is a pat huns the effct' of a statutory
Inel' oI r i'1cnsId dikhlio.

" A) sA .,rl)..Iat io)l xIi Iih h:uf a( Iirel )i]' l lV, frolth amlumtlir
1orj ll plll il (t tlr1ilti:fl li X [it dI I -petf I , Whi1 gaiL or los's wit,

not1 ,4 '..O.t/Ci('Iq II}/ltts l' (!'tIlt 11 (bi (}) o f CGior pIz I or a cor-
rO(po) .I.l l~g I[[O,, i of, II I pri mer I'c '1 I I tIU

(3) A (0l*(,,a I 1> result Ir f -tlultlit v Imerger of two or

''(4) A *Ii[l';IM 104 ]till je'ult of a statutory consolidation of
{WO/ ofI ]. ie1 ('4)r111oati¢}1s.
") ( ' N ( 141' ,:i;. ilie teri concit corporation'

lIl cilii -



ifT I~. Ill' 7`3j

iI In tie Ieas of a traii actio loi estlIbd i subsetion (1)
(l1) ti le t4'r ILL Ili t l io I, ] 1h tIlnl,, er ill Lth, i zt

(2) II Piu ' IlIse af II I I 'llIStttOa dIk l siliYlt i i subseclion (a)
(2), til I (I 'pi&rtiOlI thL o1let of , Itit , acq liIred;

{38 IIn the eIse o a statrht i..it.l rlgr,ti ll c..o I.iati' s inxktergdill,
,!X, ,i t l& toI exlt Ilhrjl io f.lim li 11lgtil'. v l' or

4ii) II Ithe ieas of a stAl ' Iolry (.i..so..ihl li, alld co-p ori..ns
(oiI*,idiltted, (xilt the ( ,roIratiol resuling from the icolliloda-
ioin ; II i

"(5) In the ae of a IraIsnctih, mspveified in' subsection (a) (1)
(I)). the ipailnelslp wllnise propel., I Wxere fI'qlLiI ,l.

Ix) (IME I' (' RIx' (I" -n EN T ( IRF IAI(NS NYr. N((I UPIE.-
I tit trbe jI. Ili(W (f sea l0 h 12. *etii, 712. in.. Is, (lio, 74; in the :as'
of it ("I rotat ion Moh is ai ..f....I pollt (ipoiatf('Il iftl Ia trallsalltiio,

described in llsublt (I)-
"(1) KlI1'ept as provided in rtgts'lillh (2), for thie Jfl>poe .f

cool...I >mig, fo]' any haible Vtvu bgixiui. g iltfer D eiznvlltr 31.
1911. iihts dit I hf ,h11 t7lnontnt corpolatioll or of
..n m ; I('qlHlg or)plOrti, of p1 l Ii}ll he Lq t 9ii[lg orlporatitl it,

t.,]b t]rahntation is not I (.o qlllIt, exepx t inl tile applieation
ofi s,,ionhs 718 (f) aid 712 (h) It her titan the Iji.tatio.i on th
iiiollaiit If rg t base ])eIiOd liet il...lol or SupphtnIetlt A ZtVei-

mIiiO '., I1(t III.LI sl,[ hall II taken1 of ble ixeiss plillts net In.oli
of s'i/ll I .I',1 iolI ii t {i'] )(ilt1iill.. for llly isriod I)I'Io4,I tb( (lay
,fter Sthl Inls.tCtillI Ol' (If the LX(!O&.S profits ne lime(onIu for mlly
pcliod bfoi . the ILy fot', 'stt. tran.a.til. of its .'.. of...,l.'Ilt

ntuI..... I lktA III i~dI ]1 ,l ti h li l fota aditi . r. I tionl , a p ita l reduton
of ANVuh e4IIclltol .. Int IlOlarp tlO l -itheit i..tt... liateLI, IIb(O, such
itlk.LIsactiotl or foa Imp r ryiriodL or of til, apital addition or

capital lliln l einithr ii,,iiitt..n v t lwior swbtl, trnullsaetiml o1'
for auny primr perkld of its it, Il) ... ponleltt o 'ltionls ill atly talS-
iI('(]... b f. I ('Se, Ii ' tI lllSuIiI I

LI(2) 1iI Io59 s5,o,1 IltlIavt[ IOl1 o{'(tIIIIlT(] ill aItlaxaile Ve1n of suIch
...J)Ilt..t]...I ,olpolati Il IIgimhIinIg aftel' ....lX'e b S1, 1941, for

The I....lp,)e of (ompjlttlg the excss profits cirlit of such om-
[olle... I'( iYOratioti for l l('1 txable )ear, the lmnollo Of its Iv,'l'-
Lg( base perimod ... t it L....e .'( $thpJlellent A aikt age ba;i! period
Ilet il.l..,t. ItI tLh I(as! MIli b,. sAhl b1 hixlimited l0 iI) alm(Ollilt whihell
heal, the Nilutif 'li tI sIl]At mvILL gL Ihs(' fri .,t I Ut iII(JoelW iO
SuippleimnIt A ii':Iigt' I;s' [I}r'di tIilt lII4..... a. litk Crse ntay
be (cIIn qI.ued wilhiut regarI to Ibis mLIagraphlt but with thiel
application o[ lml'agi:i' (1) in Zcu of i l ro transattion

tSm'ijbtd in *flwpti ..I. (a) witk risl t to S'mn ljkt}vp, i ,ot
POlaiioI Of 0t (OtIlu }l.(.11li ('rporatioll thereof) . as thin lilt...llltr If
dav*' ill stII laxahle ea[' I{Imo re lean aifttir ntch tiuLtsaction

/'to (ht It)il 11LII/ of l ays in, sch,'tixaable a'lit'.

For lilt proses of seItJ.i 742. in, IIk au-e of a (Ilrl)Oltatioti whih, is at
CompOnlOnt CIJOl]ol'tiiho II i a lhtas(ti(n (Ilkribed Ii sin bsftion (a),
II/ (Io[I.. ltll~ZFg rnIl tuaxah! taIre the Suppieretnt A averag, base
leiii.l net iml IOIii tI nl' :/!'( 1hhI ig (.ioIhI untionIh in pIIhi tLaI Sjri:t iuT Or

of a col1[ont iont oll Ivhil(]h -t:]l iq(liloh1g ol'poatioll IhcIm.es a ('o..



1""1,1 corIor.aifon, no accoiunt hill be taken ofi the e(!eOs i)rofit he[
Int'Ot11 O4f Sil h (Olnlpoolenl ((olporatioll f.ir alml peliodl btgilliiig withi
fie day after smch transaction.

Ibase 1erliod sh all lithe liie fo, r 'le idar year-s 1!3:1; to 1939, bo(th i n.hslio,, A
except that, ifi tim l etaxpayer }reaulnm ain acquli~iig 1rp'ingrtioll primo to
Stptenler r1, 1940al. the bse pe'o s}ill b, t~ jlnlel a® tthit atitlicabl ,
to its firs( tnxjibIe vent1 enllndig Tn 1911.

'(?). B ~st jzurlnflj) 'FL~s~s.--hl lh case tif ataxiIJmytr Mlieb is all
v'{ iirlDg il)rpua:o i liot its b}lS I)CirlAl yeat-s shrll 1Ix the Tohu Stl(t/SlJ %'te,
twlve moniith periods bPegiiiming mthe fle e daite as the beginningi
o its base period.

"() i Lx, T N v Alm: i: 4} ' ( 'C TiP,.aiil'TN'-l-Fml' the purposes ~of
sectiol 712 (a). if anly oiIpownti crp)orattion of the taxlayer was
I1 ixisem'e before ,jau11amii 1, 191(. IIe talpm. er shrll he thinideltd
to aiie beell i ll XISelte, berfore such dtile.

"(g) COMPONEN* (.O)IIAIITIONS (IF COMP[ONENT CORlniRAToNS.-If
II coI....ntioi is a, 41olloipohu1[I monltloI i of till acquIlilnillg corpora-
t . uIIldej sulibsetihon (b) or u:i2r tils subsection, it shall (except
for lthe p1ilnpos, If sltiin 71ii (id) I in lld (2) land ilo 74
(;[) (1), (2). nId (3)) also I' a (c...lpm It I(..aI.. afll of the or-
i1mr1lii of iVhli1 511011, c9qlil'ing toltp(ati Oll is a (lcnpallt r

1Inltiolt.
SI" ) IS IIPII(IrsoIIo l. ] qOl, t1he miilposeS of setionlis 740 (i;)

i1) (1)). 7 i) ) 742 g) a business oned by It sle,
}),oprictotsih pl) 11W hie IosIidewd a pw;tl Iii

(¼ toNDNNSp SFruN 74'2.--Sction 712 is /I .. tmdil ]dto ,
s tfoll... s;

"SEC(. 742. SUPPLEMIENT A AVEIRACE BASE PERIOD N) ET INCOME.

"Ill the 5case of a tiixpnJiyr x hi']l is Ill aeqtiidrintlg iolArMpll.m. Its
/vet iace bot! p1)rid iet ill4oi.. (f Pi Itr)O, of tIh flildit mc -

1, i e. , ecc(ion 71 shall h *, Ihe tlO l Io.p.Iteld 11iilp

It i4(Olime, whiehever is tiw girater. Thelle· 8ii ..I.elTI A lvelag,
, 1,(1li. Id hli'llP "1<m1: I)l ii, illinli t . . ill lt tI illit i gal

o1 +0h 1 OH li (T Ih) oII (II+ Iil' ) { [Imlmletl uthe'r 'r!d/ t1lqJ (i )
Ill Ihis I-Il. ;h i 'i. t}[e gull!,tte 'I3b, Sij1h1q1In. A lImrago
biae priod .i ii'n e . ill ai cb,)1 )titI as follows:

"(0) 1By tstihlilillg Wii Fe to tach , If its line p.'riI4d VwIrS

(ll~ll;'N& SS J)I IS I.'t IIHIII(' OIi PII(!h if it, illd 'sl1 I .11 1..

])ol/{'111 "tl l5Hii qtiti' tIXl llI·i{' V..i ' hiIgiIlh n I tli th ;) l i it ll
uhe pr b. lI 'il: m. ill 4iI, Ou11 0 f Iw0 h jli] litl;i( .II?'

1:3 Ih, TIlXp;, Iy, i 0{r <2,h 41 1 1 ((, I olpoI ldL'm, is thi e!115

iml; h0. iI whih th, dtld 'ii.. pio lu II, Iredit for divideuIds
reeived arid the Iedil pM.ided inl 26 (a) ('celatinle h

flint r'r lI rtilii i)liglitiu, of (hc' lInt el s$ ll/( I... iit

''(2) (A) r ils, ih If the I...Iu. .. f cXt Jl,fiBs met
].m.... :,O'l(rt:in' .IIlil p:)I'ntYTihll (Il) (1I) lte aggregah! If
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Ihe excesses aiterl ' ni!.... ii..M. I :l lugIaih III .r () itIn (I ) tie , differ-
,n, bewtoen lhc r/jINllt, R fmnii m..lh (hlau. (A\) andio Iiase

(B). If ihie ;ilgrII eg:itea i'thl ine il um Iii.il. s (A) is ,reater
IlItI th... 6 /g, ,'t V erl' !'ithiiiil v ne'tEIS B). the dipll

shall for die jpltlj... SI tf, fht si) e'sti.. (b) b, desiziiitd a 'plls
in..L.tIiI ,It a.td if till :gg]'egat, ;i ,v Ptailwd Illl i ClaCist (]5) is
grtarl Iltan the agIergtlt' fii uLniir Aclamse (A), die I tlr
4!11(C1 shall for tile purpol s sbsiion () li, dsg It
flfilhls annlS llt 1,

If, it thie easte f the tXJ ... .. YI (I'll)....... ( c OPrporldi(fl o f the
Itax IYtr, ille iand 1iiIv oI, txab tle ; w1 If tihe taxpavir or SuhllI

Iemn 1 ,,npnt c¢..I[...lrtlookl. It the ctsII' llkilevgins Wi, b ,r thin
such base pidrI }enl I.. sIbh aIxal;he year is lips Ihlan twelve
montii1ihs, (the alii.OIIlOf ilti tXlot;eS ilotits elt IltOilN , or t.e ..lit .ufitl..
1)f IIclI exc(Ss of d!(hi(th(nIls p tu II '(!eit tIp Iivi(den(ls rceivd
antI the credit plrovidel i seetion 26 (:I) (r'ehlig to iteritst on
crtain ldigat i tils ol fh UnH t Still te ai( iS e ts i, strtil...(itiilities)
oIVtr gIross 1ltiilht. 1i ,II, pil -s, Illlly be, foFr ShI talxi II V!ari, shkill
II plleed ion in ir....t il basis ini die same.. ieii...l1 ;is is [)/ovidldl ill

section 711 (a) (3). If ii.t..III than le taxablh year iOf the taxpayer
o:r such .(.....,)o...I'lt corpitolli ,,ttin t aise lny be.t!, Ixginls witlh
or wilhin iilch basOl piod yietn'. lbe alT*gitgt of Ie allntliIllt, if
eX(t!'S )iofjtslti 110iL, O lil.. S (I(! tlgg oatel (if t {e tXC!est of

vidl in ecttili.. 26 (ia) (relting to inhteret on orltaln obligatiois
{if ithe L nlied Stiles indl is i istitiupllmitalii Is) over gross ilne.oil., lor
the aggi'gate of ih niu. .. iss u111ilillhit , (liegr(ti!te If kh1 ii ... (3lint1
of Iex ces it, 1tt i tl.i. . Vn S tII ( ilt i'it ll:V FE0 ftol sti] taxill
tits Alshail le lidjusttd to sih extent as Il (C........issioi.rt 1/tl.ind
q'glIatikqlls pes'ibid IIy hli.. with thi apptnrt Of tih, SeeIleta'y

illot~t~iO ~IIt' a mli i oF tweVl-V IItlthI . ]"Ill th{' I p lrp)nst If this
Sp£{it'l. at taabl] V4!iv of ] (:lpil)thliht ('olpOI'ld!i 11 bgitll.i.i g willinl
i]0 hase ,)li(h.. which ailo Ltgsll withi r w ithbite tiexIlh wtil of
the qtuhliiinlg Irpo4latioi in Jlich tit! it(qtilitili ottirtd. or wh
alsl bigins wihh (o widnin tII ,sam, .... jl vear wilh which
or ;Piiii wli ihi, heg... .... fh tIxhi. '(tr o e i(qlil'i ll (Ilh1'pill
tin, shdl be Imi. ihl,,d tZxhlh, year of t h" acqni.ing e I.... oth,

a ni.. 81111 taxai alb, Vt,,I III . . .l.lstd..'..I to ha'e ig iii ill th, i lt

,iiol year with which III within whi(lc sutch I(tam]l, \;l, ,I tlite

"(b) By addinig th, pus tii l...Its . stait:iih,(Ied Iiid.r ISist( ebm, (a)
(2 } fuo t' ih \ear of th, bais< pid : I...d

"(1) If the tax underI this SIIIl),IIaptel is bLitng comJiipnt,{I for a

jig 10froi such suml. if fol tWO or llni yiTars of the [btaSis per...1(I
there was a Inihlli tilnll.. t.ll tiI 'kill, 'If 1h ,illinUiS alol.}.II., i'xt'hij-
ing ihe griatest: or

'Nf2) If the tax mlditlr this subhaaptei is ]eingk[ impiuiitetI for a
taxabe Vealt' heti...iiill, a lti' Df'mq lllr 31. 19 I91. li subtracting
lifonm Shttl 811th thl slhll oon .I h ltl i ...iis il iht1 . If dhi milliOut
1",I /sI{ I i lt, p (( (Il1]Y st i JI I ( t ]it I

[

XVI'4 ' t is lIII
75 per Ceitinl of thl si'lll of tie I)h', tll .l..ut reducd }y thl
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sum of tlit iiinusle ailtm fr tli e Illother Veals thll t]( !asi pe(loll
dividIl by lhn,, th... .i..llliOI .lt itl i -haill b. I,,tl filor slueh lIoest
yei' shAll I Iel [ 7', Ile i II {ihi of tie I iIi)lll islt ias(trtIailell...

"{: B? dividing th~e aii.i.t astraimed uinier >nh(.tionI (b) by
four.

"(d) In no tii last sl l5, Oire lith1'o lm:19 [p1 'iid ,d I illcoleln he lIs,
than Zeno, In the cas, of atl\;tili' whi¥l , tiiOlIIIl] ml ,limlilot
(curporation i, a) ttaxihle vei bIinming aftu lillll 31. 1939.
if. On Sq]iteIhhlh 11. I)fil, ald lit MI ti me, Ilii I]i( Itmxllltfx CP '
.l..i I ,'ll] ho Cot])II.II Ion]

"(1) thli aiilaiyer owned niot l,,s ih;.. 75 p, ,entiun of eachli
crla, (i stock of !ltoh:]l or , lili tlitlilod c ..... pm1t COl' )orptatiolos
]invO[I.d ill tiji i' l l'ti'i Ill .... it tile taixpI(er I all
actqtio n g ("' <1 [)oill ... .. ll

"(2) one Of hith ttiiliefd c l..I)I.... I ort ...)0ilinn IVIdve(l inll
tile filH....tiinPl A im iRd 111 h.. s it, lil T,. 75 1.. I ... t/111 if e(IIh clas, of

Corll')T'tthIl> i ol( 'dI ill tile trlmIIl tlIol,.
the axelag, base piio4I nIt xim"IiC e of ile tbip;i)(i shall nni be lkss
thatn ( A) bth(' nla"'ile bae eriiold ilt iolhe irf fT hI onle of its qualiiiedl
-1111iplonelit cor phit t(ims I o 1 t!.(I inl lh[, I tirvm i t Iol thl IlV('I age bi' I

period net i...Ioi o. .. ch .gis atmm o' (fI) the -a't rIge bLs, periold
na ineCn..i. of It h, xpaleI Iou11iId litlh.L>. igt ,lmud to ritebsl nliiod
II 1 il mmi of l of lt ( its .u.. lifi.tI...... I II t li iI . iol( s involved
ill tile ti[lluslctitii . .As tlStl ill i(lti sl ll)t-:lP i il. t terIll 'qualified
COIiijpOniiit otIj l poti4fl / 11 ...... IS m (.h..)(RlI.. C u'rpoIto tioii N l, Il ;su I n
,xisence oon the late of I hie bg~inlinlg If the Xpaximv"s base peliold.

"(r) IFrthelmrll'ef ttlWQilm (a) II) ifl tis seHtinl
"(1) If neither tiheP taximyer c'poratkon Tor niy of its tolli

}30Ielt t:ol'ptltlil)fls WatS ai In v ill eXist.HIte on De(:,miber t1l
1936. Ihe excess poofits ])pt imeom, 4f .... li s1(Ih colpotliion for
each Imset p})i[iod .e(ll it 11l) iule d(lirilg w hich aiyI of stwh or
Itor'tions(1 Wil im{llil]v in existence. Shill (excepl in tile case of
a col'piprlt i{m1 I hlicIIh bIitt ifll{' i tl:Itliolpoil I (1 olI ...ll I(ion A[ its in:KinllI
inig ,rporatii.. Thforo the legilh...itng If the lqlliririg (orlipo'l-
tioTIs first tamixable yelr whi}ch bg>l... i 1940) be iii tlilnmmt equal
to 8 1per csnt..n o.f hl. (x(xMs, of-

"(A) in the Ii e if Ilvii inil ). ill( ati.. to nhi fblprI;-
giiaph (2) is not apliIhh, hI, dIily invt d apit] oI sit

('%/rhriila\ for tie liist dav of is first tixabl year .....
tlis Siblcih/t)tt, [' gil...g in, 1910 ovir

'(B) ilt amotluit cuna1 to ite same pe]'-euhige of sulh
dail 3 inXpesleI valilal Ii ~i.nh] be appliiable lnhdhuh srPti...
720 in t'edhI('ti of fit!t I I .I.... I invct"id calpital (f s'h (..1-
pollraIiiu for ihe last thxdle )eay be.inninz ill 1929 if snobl
seltin. h ad been .i l) mI i'uhT it tl I Iear (oeu l ei.... I 4 as if
tre I(Ilfi ihl ard inIdh tissil, a is , f ,I y (it ]l,' 51(LIt
toriporalion with rtslec to ~ hic*h it IeeaomW iin sunlwi tlxable
Yea, an i:qliirliig (rllapoation, had Il..n Inuid by it).

1"(2) II sis, the tlll stetin) bY NVll illOll i wl'l pc illtirti I ,l)l a
co..J)oim It 0pol)l at ifl I I iIs a((irh... g in o roIitm II IhlII (lr( iII
the hl-I taxnble \'ear of sI ('t fI h lotl } l' flitifltll t 'l , gibent } i Iiilig
in 1939 )1ili oin d y in I taVble yer o f such acqWit lirg corport-
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ilon vi ...ll ill~ i 94 i!)J[. thei· ex s j i, nt' inoi m eile 4i Coln (ont-

of-
'(A) tilt daily i , ,l d of c omt.

iI1(!£s( /{ ltJi' iiI f, (Ilii ill ij),1 ljt:ill h Iii I ' ul'r 1111 7,., ill

l'Pd >I. .. [ i lr D [ 11. .t!lq l .? btI Ilp~lbd oIf 'Iih ctlittixjlal e

o1'e ld 4'' I l( dliil Ol' e 41... lill I ll hiltitih Itb tlo tIn 11> it -Cle
firI, :/l

'l(:g) III (ir s IM I 1' th ... l I'lit,1 1 i lll ')iti if lt i -m ClifflIi I
,ovi',ll p I ( ill [ I 1~ li 1q' ,ii(ifI ,'UI p Ii H;t I.... till Oif 'I d y , f

I'tl[ l' ) il( f 'la rilp (I) nlnld ('2) witl sPole t
iill h ,,i)orlififIt sha I I t( i 1ijIS4d(I. i1l)e( I'(g'llaJit lj il l)il' ( ,i'ii(

b? ti ' (th, iHirO..i.). i i itile Jlil)[ ai of ll, C, 'retalV, h) SlJ

t!1 'ir pbl (1) fr ... ... fl( I (g ..l.4>l&V orf ]H ,lJ hi( 1 i' ntviIg Il ,

iII I()., k fIii ' Ci I 1)/ hI , H(IIq FdSp IIk hIf e othr
lilas s )ill l i piljth of r;] AcE ~trilfilh to okpilal. 1ll( tle

p>tp]o.s of this p)lltgav 1ip sIolk it tlithe, shi'l l eorpfnaion
"whIic hls,; it th, hjanl,, if Fr other (eOl,¢,iilon I bass dtittr

4 weirh i'it>lprl' to hll, b!,iN if stolk pir!iomislv wipliii ed
i? tin Fi,,-til I('( (f (ltII I )J I ('(U.1tiItI4"111.i ' tOl st)ock i0llJJ be)
{Iet....d to have b ICo paid Iht for the stock of stl b itsi

I'(4) In del, ( inmijig NJuth*'r, for l.lly tvxab ti thr e derhie
tio.s pIlu thi, eiedit fPI d]ivdefltls rI eiVd and I Ihe Idlit )ro-
vidled in se¢ction 26 (a) (relnting uI i(lt'i, Oil vi'tla bl)igatlins
of lie Fild StatJ am:?; its inst'is eHthtwlies) Ixtre(i,(l t{he gr(oss
i e .. ........ qm inl dlIet in iin Il, alIln.ll.lilt of u11(h1 xt..tsS. the atjusl-
iti',its pumvidtd in, st'iion , 11 (Ib) ( I ) shMll be .nide.

"'(f) (I) If, af ter Ie'liilh,,]:i . I1935-
"(. the A XlIIIIVpa aCqltllt'I0 stckT in ll moilhl eiorliriation,

1i tttq(Ir d 11 1, (k (i iflPlil.... iH] )(. tt l' t 'ills H('l;t tdlxpit~llti
"nt I' ...... i t. itt Iti'o, 'f)tllsFI(I I lif DII 'fii r m tI( ond t' ) l n')

tili l'lt lift bl thin' ti{ ' .il.l.l' .. ' dli>j ,o[ pol' tihlS Its tII& ()I~ ,
IntY [ie. (A~It o)ck. it, SiJi/piltti tle, nil ';t ]rn) lu i..( l lut

( l [ d... i km oif Pi 'nIt pill( Ii... wh1o,, ]t&oCk Was SO acquired and iIf
<2~111 10
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I1sp])0(ct of 1th il(lco1le alln capiat adIito I, lit ion (ndI rhctioli of ainy other
ln' urion whic at tile time of such aequisition was coiniec ted

dlr~ct~tly or indlirttly tin'(ough stock o( ItSlIlr) With thie (0I)l),atl n
Whose stock Was so tIq(up1rcd and wllich tiheieafitr beninle a Colo-
Ioneldt cOl'polation of thile taxpalyer, in sh Illai.'.titts anti in SUch
i*lllilier as Ilisall be (Itll..... (Ind in aIeoil(lmcn withll r(gllation8 Iio-
A,,ibed by the Co...nissihner with the apip)loval of the Secretary.
For tile piipost (of th/is ;jmI {rgqfi,. 5 t(.'k which thas il the Ih..... of
ie(' LINX PX&I or P1st co1tllrontituis a l5th case C iiy I a,, It basis (id!er-

.inii.eii wih i refereinc to tll basis (if sAwlk previously acquiredl Iyv the
i~lllate¢ of the taxpayer's or firsl cotirintaiofl's. Is the case may be,
(Ran stock, shill be consid!leed 118 ha vin /g been acqnir ed in (onsidicia-
tilm of file issual/nce if lile taXlaytPl'8s 1' first corlo'llatiton's, as tile

"() if during t o I taxable year fi'r whic[1 tbax is onlputieid unl lIn
tils su1bchapter t he Ila pvyt aI q uii'iv tlIs.ts il itt traiisattio which
c(ilstiDtits it an ailuirnll gn (i)llar:tiou. hIe illOllllit inllu[dildle al.r.lIr
,ulb-eti}ii (i), attrril)lhh{l to such tr't/So tioli, shah be .hinited to IIn

alliolilll which l,s tlhe1 ,1] ·a, illW t() (Io tihe .alil t eOlllpiuteld Wit.olt
regard to this sulb)Sc(,tioil IS tli niiuiiber Of Vkay, iI the tible Near
alletir schi transactgion blenis to lhe toti I innlbhr f days ill silih

taxable yea'r.
(g) hin the case of a partirellhi) which is [a co1nlp)Oltlne cOrpor>Oatil

V vi rt te of section 7[ (b,) (5), tIhe e1nputlttiIns reqil,,(d by Ilis
Sippltilit shall bl ade .i luder ili ' and regilatioiis prescr'i),d

lwy~ the C i wit tl e wtt rovhl of heM Spci]'tarv as if s tli
jartners$]xilp had been Io For tile ~1l11r'o0 if s',h oln-

ttatons. iin m.aking hle adiishne.i.t for iacoie taxes iqliiied by
s',tion 711 (b) 1) (). the paitiership so regarded is It corpoam
[ion shll1 be considIr( iv a sluii z i trlributed all its net income as
a dibideed.

"(i) I(NliIEAsr) EvlNi;Ncs IN I-.,sr HALF Or IfBsr PiRIOn.-
"'I ( ]EGNRIl. IlE-*ll l' S! uti 1/l,'ne ut 2[ aiVl'}Zge base peliod

net tlm.c(..ll.! (kteirlytl...ned ild ' this SIb.tCIoltall : be computedllli
by ~c rht1niing for tli'h ba of I lti batse ]rt the sunn {t
p)is iioiiolllts rbttei.l.iiid 4iil 8ldI'sbction (a) I'edluc'd if for
tni Vea:lr iin Sllt' hall a anolfltt, :.l..mit wias determinerd byv time

li'ionlS lilllllt fil scl/h yea.l If the /iOlilint ascertained for tile
seroid haIl exteied- tile afl..ulit aSi'ttined for 11tw' frst half, the

Supplen...iim t A aveagile base peilriod le(t .li(.Ill! shall h1e the nTll,
divide'd hib two, of tile allii.Olt o asceRtained for tI seconlld half

pills one -half of s cIh excess. xc(ept thlaii it shall inot excieed the
largest )1 hi I1...1iil det...i..toed InIdit -ullsectiotl (a) mill respect

Io 11 [IlN Il [ls 1i)I [ (e+r.
2Il) Li]Mi li'aT]N ON' AM(R XI XI ILl PI, L I'ollC ERTAIN TIAXAIBLE

YEmiRs ENIoNfl A1IFii MAY It. i! i.--l0'it lthe pjirp}ieisl of this stll-
sttioli the pxcos ]/lofits Ilet irlel'l/ ,ff mly ot'pr.li.latiOj fol ally
taxable yI( e' beginning ill l939 and ending after May 31, 1[40,
sAhd il IiO 0 CaSt exieed ill I[ 1mOnIntI/ ..... putld Ils follows:

(A) By redn"ci ng the excess >itrfits net income by an
alillHrt which beo.ars flie Sltl ': l ndit in{1t'l'to ;aS the 11iI/i!i4'l of
I...I...tsi after May ;i[ 1910. beats Io the tiohd iu1l1bl' Of

IllOIlht IS Il S.ith tamxble yearl lol

P`11.1 ;,,` ','I



"(IB) By adding to tile anioumt ascertained under sob-
paraigraph (A) a llt lolt, whaich bars, the ame ratio to file
excess profils net in(otl.re for i he last pl ceding taxable year
as such number of .mo.nlths after Mai 31, 1940, blrns to th.
nimber of months in suchl precedlng year. The amnount
added tinder this subpl[ ,agtlph shall ll w,\re(I tilt aiimltlet
of tbhe excess profits lit inl(cnll for such last preediing tax-
able 'ear'

"I(W) If tlie ilmlbdw if monithl iln such preceding tacaxle
yetir il Se. " li fllllh 0 montis iftellOl lMay 31. 1910, by
adding to thle toi istp't 1 ..... UII subparagrtqpi (B)
fl iiuiitilt %vI0II4' [itFss tihe same ari, it o t le iW cess plofits
leit illcOllie lOi tio'*lls 1id [ rececling i xahle year ns tile pexess
of siuc Ii niilmbr of tonohlls afte r layI 31, 1940, over the n11it -
her of lmontbs in such preceding tlaxnble year bears to the
nd11elTar of IllOnthIS in sll'tb S(Coltid Jl('p'vedilg taxable vear.

(d) AM N~Im I NT. '[o SinoN 743.--%vcti.Fu 743 is amelled to read
as follws:

"SEC. 743. NET CAPITAL C(HANGES.

"'(a) 'r.xrxAyiET USlNG 'IFI SITIfI.1OMi-FNT- FIt' t lht ]l([)o5S of
section 713 (g), if tle tian-'ltion lich cointiulit.s ti. taxiaer ll
acquitlig CO jioratilon tiLc(Ii ill 1 ixlIbj yllar of lit tixj ,,.ylm' which
beg is atll' ]I cfrnl( r ii. 191139 amd Ib ta pave I' )as peI iod[
net /lIOi I5tI utedltI tIiI IrI 'cl orI 742. lte flI 4,uwIiig rIFles sl
ia)ply il1 (oun}utiig thl r lil dai y all tul addion titu aed ledhction of tihe
taxpayer fto,' atcac { after sob 'n asa ion

'(1) TI I ... Ilirst' 4 c;t]pit:ti lhtfl inoI 1,11,6l o I (
1) .... t olp)oraftio.I 'ball }1 rtelttd It> il ii tm a capital ddiP
i1it&'tI i llt, t II. t 'lS t, a;ist b1le, oIthe ll]lp, r ,

(~)lillll ~](' (Il/I.i~C~i i / i(qt .l L (11111 I{l11lll iil))ll i ~i] Cll oi~tllt cpilr

''(2) 7['Ine tlie ri>,'ir (ltJlii l adlitij of, I C(41111 ,t or
ploatlol,) shlal be IsF daily K;ip ill i(dtimi 1 of Ih, t1n' ini.ti. Idi-
aIlv bef'ore thl alt gtlo; ' (· 1/lplowd triall- ,q.'(iml 713 (,)
]but "itfilt~l)1 '!ll to i[ lt, I~dwll'ion m1 IiD] tilt! f{11itth !,( e, elltl(.!o
p1)11agnpl],d (ra od il £q thutlifj ,'llHl er(("d c lpt~] IIIL w ith ei(I appii-
,'ition of jtaiagiajllb (6) o tli subs (in).

'(3) Tih tral11fe,,'¢I r '1j lal Idl G.wt ... of Ilre collp It l ,
'OtpIf/11tioU shall be Us dailk rapild I,detwion as of the tile

ijmredialtlv b~.fow lh tI IIwwtit,, ('o'),"ntt- uni 'setion 718
(g) but with tihe uphitlit, of ] galnaph (7) of lifi sub-
'ct oIl),

'( 1) Ill colHIplting!' lilt' &,ll[./ etl t ~/ ,t :ldd ionl Id th ~tx )n
.I.. i' ( iT liotrt lji i ;id to t, Ilt. xpt,,ii t,\ ai C'i i s t, il)
f l ll (it .. itl'. l'itl[5* ioitI lllltp'i tY fofl-i-Ilg s(to:k il my ,Iih
to...(imen' t cor t irati.. Jmid i l l I sl 4]l[ IlYis f stitt (coI-

[ '-orpor'tiion Ihall h~,- oisrt 'wnudd
'·(5) Ill cilt'lit ,t] l't tlll't{11 f 1tti , /}iXII al 1,rditlli]etilh Ii III tl x }iVt't [ ll )y Of it. I.[ II')(I tl(Il1[ li

tinlis Inot ouF 4 t' ii Pll]! Ild tflits sliol I( si-lIu g l .
'~(0) lit (ImoputilgIt b, f,,rr epiliId tLtliliol oif the

compolitI t eo t C )...it 1I 11. e, l'V I r ll i [ 1}CrI lIIv pa i il IF l sITelI 0 lI
I)t IP CI t ? l t'l atitol II : ItI,, 1 la e r ot llll/ (1li'el' .. I.l. l Olle t

l~')l~lllll~11(11} i[[d it,"F~q~ ,olls ll 0t A...I I i ll the ia lp '¢lr (to
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o.l.e oni ...]O.leiIt (orp{ ation paid in b, sihareho.liers of the

ta xj ver or' itlet compolipl1t iortol..i...io o, shall be disiegarded.
7"( Ii corn miting tihe trafnsfrred capital reduction of tile

E)iillponentl corporation, distribul ions by such co!¥polnent eorpo-
rl io to li e toaxpayer or anlly other ('ollt}olle/t corporatiion shall]
he disregarded.

'"(8) The daily capital additionr of tli taxpa yer Io which any
nnollint iS adeded Lidr .i.. l'llh idg) ishall be tihe nllmoullt

ht (oIf co....puted before its leIidction iim{ .r I e fourhllt] S1lttelCe
of set lon 713 (g) (3) ... account of excluded capital.

,,(1) rIuI WL I IsV II QIUIING (OHlRAolTION 11 (!,m1 ~N ENT OF TAx -
p[¥].- Iin clase, wher'e In c(juilrtig corporalalon is E a collameiit of
the taxpayfr, an1 the tritls('t o101k h (onstintets sIch corporation
ail oil'Il ' "5 ' II I"lilll)]O talth o f such (C(Irlolat iol

dieli Thitils lif r 1)ciutr~ 31, 1:9.l frin'ile r i. foitepurueof hlierln-
ing t(he daily capital i tilon orI reXd.ctio of d taxpnver tile auove

ruh*!s shall be applied inl a Silml~il' nuItltll ' to (l(etel'tinle the daily
calpital aiddhit ior re0 qO1 ,diiOfl ofstlh 11icflllirillg (Otl'orktiOll f'oi each:
dcay aft f i Su rlleh 1'1tsltc l o,

(e) A MEND~MI4VIN'FA '10 EX, ]:$ PiUFirS L]Ax M r NE ' E5A¥Y BY
A ME~NDii) M I a NITS If ~1 S p]ir], 'YrN 'r .--

( o I) ('Ths' lkg'~:fliE l-(tilil 712 (relating t. allh nice of
xce'ss )rofitI credit) is aniIldleI by inserti lit tend l tereof

the f hollowilg new sllwbfcttiql:
"(41) SpECIALt RI-tP IN CONNECIqqtN I[] I (.A l.. .I, Rwt OANIZ A

II'iNs.-Foi the vxistence of taxpayer thirtitlikh lcB])llleIIt ((o)poif

tioii. . sc ctlon 7t 0 (fl."
(2) 'ltIHIix¢L MEMNlIMI:NT.r-S{tiOII 713 la) (1) (A) {relat-

.s, f,>l ll:
`(A) 95 pl ntl f 1t1e average base period neti

(f) I ,xMEil RS y jo 1VunIH A;rl:NDMiErNrs AIP'rIlcABLE.--The
iflmendnllhi..lts n(ile I)y this sec-ion shall hi' applicable only to thle
.ilni.ptatilon of 1w tax for taxable yamrs Ieginillng after Iheenlber

:11. 1941, exep~t that (1) the iast sentui-u, (if sctioni 740 (c), is aidded
iP subse.tlolo (n"{ of this section shall be appl icible tl tohe co mplra-
';1of the tax for Ill tnxable yeal-s beginning after D ietmber 31,

1939, ind (2) if a taxpayer withiin the time antd in the nIalioil niid{
subject to such ieguiilitiilons ais the Comninisioiner with the approval
oif tilhe Secrtay prescribes, efcld ito hvlel such inlldlon llimnts (exCpt
tho* whic'h by their te'lS Ilre limited to taxabhl vears legionnng
after I)*,cei beEr 81, 1941, awndill pt ihat i ferred to ill clause (1)t
aplidy rtroictivtl ly to axa tble 3'ars of the taxpayer btgiinig
after 1)eeIntUer 31 1939, such amenirdolnns 'limil lso be ap plicable
to tile 'oi nulation of it. tax for txable years b, uhimng after
DIi liemhe 31, 1939.

SEC. 229. TERMINATION OF SUPPLEMENT B.

t I t17111VA r[E RVEPEAL OrF I'ITIJ 752.
(1) Section 752 rel.t.g. to hijhest l-acket :111ol1i(t) is

,pialmc l ,! of t date of .. itltImtit of tilt S-ond 1{evulhte
Act of 1940.

Is ., ,,, 711�1
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(2) St.limln 710 (K) I2 ` (Ir ltu I h applcaion of highest
I]iwaIkeL a[in. it in I.). I..ing alx) is opl' :Is tof tiin date of
It.i.lit eni( i t of hiv, Sec(,1n1 Jtvi',le( -[(, i 0 f }!)I{.

(b) Sietions 754 aud 751 (Ic:Iiing to deletlOnhmion. (of lpioptity
paidi ii, Ctc.. i tfl ta ill - I I I t I qqY[y ith rtsj)ect to aj..)
taxable Vear hEginning after ])eI... m]' AI, 1941.

SEC. 230. INVESTED CAPITAL IN CONNECTION WITH CERTAIN EX-
CHANGES AND LIQUIDATIONS.

(a) IExcnAN ls AXI) LlnI.t I Ch (', IE ia i i n eds by

"Supplement C-Invested Capital in Connection With
Certain Exchanges and Liquidations

"SEC. 760. EXCH(ANGES.

"(a) I)D xlnTiNr., E c.--lo the purposes of tls sectiou--
"il(I) IEXCiiGIx', ' 'Il r',N SI IJOIR' AN)D 'T'ZANSIEREE'.-T]c I Ill

'xClx.htallg& leIls a i rnsacrll bOv whli oeil[ c4;orir.atioml (herEinr
after called 'trinsferee') rce]I;as )Ii ito V of ..n.ther copl .0.
ti]lin ( f rnatlie callid qlhlrn fernO andi thie basis of the proleity
re ceived, il I beI handS of liht iansolferee. for ilhe lIil[)Os(s of stcti.u.
718 (a) is detin/id[ Idy It '(Iell(Y (ai the h~liS in the hands of
the transfhror.

'I2) L)rrTEoINSXIII N OrF BAIIS O)F PROPIl}Mly RI(1tDi. 11wh
basis, in the handsi of tic Isferee, of thie l joleri y of the tranll-
ftrl or Ivreeirvd L, tilh tl'i.Sferee upn the hxe ...itllgc s...t] be le
tleIilned in a(ccorldance wi Ii se( ioln 718 (a).

"(b) RLE:.--In tile Iapp I iicatilo Of setlion 718 (It) to i tir amrrcee
Upoln in exchange! ill deterliling the inloill(,t ~ll in for stock of Ihe
transferee, or as paid-illn snus or a a pot iiltion to apitli of the
transferee. ill tO.lit oCIi t }1 ilr UI:1 exclallnge. o iy all aoliuit shall 1bc
deemed to rlnve beell so raid in equII tL flh t I cess oif t/he basis in tihe
1ands of the tnaitsfcp eI f lie ,roperty of f. the itanslfero lec lvued by
tile tlllSl+('erCe Ipon li14e cX('ilnget over the sillI, I--

'(1) Ihe non{,cmi of v lu,]bilit v of the trnri sflvou asqimed
iupon futhe exchanigle om1 oif jl lij1iltv subject ti ii hich sick
In"pc'o!y was Si receivcd. lt]'

"(2) The Ini..out of mIy li:tliilily of the tmrnfirem (not laisinig

,ail of lly liability l el i$ paiigilp. (I)) c'nslituling

"(3) The :gr ainc of fI 11iroll..li Of ar money and the fair
imarket valu, of I. oi lier ijrfQpclty (olhtl than such stock and
oilier tom.. pioptry dc-['ibcd mr pim{ih llphs {I) ,IIi ('2)) trrtns-

r to,[ tihet raisftirol.
"(e) ID)I1 lION IN DIlY JNVF N;-I (APII'Is.1[U tihl appqIliqlt!o(l

of s;-tcIioi 717i {o I trinsmtere upo[:n 1 ¢ itlnlrvc i(ie Idiill iVnvestld
lpilI V loa a y dxy at.bv' Sell cXla .l.g. iall b5 e L .IPi.I.cd(I b3 tilI

ai}itini{ (qilt to flo tiiuol...lint [/ lijeihI h l i 1 of t ielt wlIIO)IiJtS
spe(ified it piagl:olrapi (1), (2) ii (:) of i[>secllori (b) exceeds
the Itsis in tile hiand of lit, irn:/I>eln Of Ilhe >roperty of tihe
l]ansh-I~tl¢ Fo Fh,', VIs ] iJ~l~ }te 'xehIIJ~rLg



"SEC. 761. INVESTEDI CAPITAL AI).JUSIS IENT AT lTHE TIME OF TAX-
FREE INTERiCORP'OIt'TE LIQII)ATIONS.

;(at) FI)EtNVIII ON or II"'It' o~Rl(OR [ V [I D T1'TIII[ ONX--As i,(, ill this I
IUtiOlL. t hI tl(' l 'inlltl'i(lp .] 'ae l iquidatilo netais the irecip .t
( htil er or ilot It fl D , I Nt...mI, 1 ill)by i, corpTolratioll {lt ill
I Jill't 'llq ti, tIulsfortke'I (f p)ol' n 1onjlotoe liqildiM oll on f
aloth cl, I I ot )TI I (/Ihlhereinafter lini the I1It T ranIIsoI)" to Wi)he

") II ft Ilito islhs onfs c I 7li.)ii tE12 (b) (6) or the cotetsj).o..l
jns )eoyisi.lam of a prino T'!v'(lll.. I; Jaw, iS applicable or

") a p<,visi o f llw is ap)ll.a l/e presciibilng the IIonii
ret g j itil. of gtlam eI loss ill wh,(le or hi part upon such rnceipt

imel.h.IilIg a provision of thm tegul/ation.s ij>pliictble to t colnsoli
dated inCi)m o. 1 *X/Isl prlfit tax retll'i bIit not iicludilig
s*lion 112 lb) (7). (I)), or (10) or a correspond ing liOvishm of
a prior It!,le hlw).

bunlt 'I if uifie f ifl]l pii operlty so receivel is a stock or a seculrily
hin a p rI, H'hH Jlll ip toslek or sicctiniti*'s oIf wIiich ire s 1pecified ill thbe aW
applionih, t. dh revil ~ of such t o i eltv is stock or *eilies per-
... imd to be rweceived (or ,hith wmdlI( ]b; pierinitted to be rceiveal if
they were the sob' ('olidl~di iollu) witlu..it Iti retognition o)f gaill

(b1) I)EF ENiTo N OI'J rUS AimUSml[NT AND MilNo ADUll TA r TE'r j
,

For tle, [)Ililposs Iof tiis seetdin-
"( I) PEuS ADJ INTrExT.-Th]I telIl 'pI US I ij llStploet' mDIVas I hO

anqoui, xx hih 'sj) IT: ti ;ll itProrpotrate liquihatinm, detefnihl..
ib, lip I' I:II to t ll0 ,l..lltl1 by I' hlIl[ tbe aggregate of the amolenlt (of

1Iolifll' t vieilltq Ix ih o .i I , trai fsIe h il sulo(h hltercorp r..ll III llq 1 idla
till., ail 0of ieN idjsle, basis at the time of such ieciipt of all
propertV (other than llmoney) t , received, oxeeids Ill st.un of-

(A) ihe algroeatIC 1e oIf fle dijusted basis 1f each s.hare of
stoik ith IS pie't to wihich sul(h 1 )opelty wi, cl , rotiv(d; Silcih
adjlsteId biasis of each share to oe (tlineld itll...diately
prmI i,- i li rThe ipt of ,vI pnoperly in such liquidlation with

rpt to sich u hnp e, nd
"(ii) twhe Jl..,..'irati.e of h lic ibilities of the transferor
il T V, t(I hie I ll(, ,ftq'ITS IIr t'Oll('cti..l. wilth ilthe l, eiipl of

suihi pj .. ~I't,. of the lHilitics (olm asstuned by the Ir'anis-
Pti'') To whlich s..ch property so rte~ivtld Was subject. and of
in' i¥tr'eI t....ilderaltlioll (other tha11111 tlhe stock witlI resIect It

u',I6kh 'sill pl(perty wais Ieecic diI) givelrn b)y the trhansferee for
Suchl plo])trtv so rnSi-ved.

4;(2) i\IN AU JUS'I'M:NI[',-]Th tel To 'Itll 118 ll(I jIIsIt lei ItT finl{II S
tie aiii.itir..t, with reslcit to al iiotircol'polati li]iqllud]ltilon, dl(,1-
u1ill td) })0 t'fliidii to ie Inlli(lllit by whileh the sum11 of-

'(A) tte aggirgat of Tie adjusmlt basis of esrl shlrl of
stiyck "iih rioep(;tI Ph Vhih such rtool)'IVy Wfl r(eilvt IIC
I:djuittd ba:is of e1acIl shre to be detel'milohd iimmediiately
pior T, The[eipil t of ay propely in sulh ]k'lulhti(lon ithll
I]'pj e ICi ) SiO ch SIhTI, , ilId

"(B) thl aggzregate of til liabililirs of the transfneror
fslilnled Iv tie traiflS fel I0 iii o ll wlO(tiflh With the Ire'cijt nf
sh'lhl 'tj)e'ily. of the liaBlilities (not assiiiut!d by thl h'lln-
feie ) to uhirhli such Iopety so le(eivei was subject, aim of
aI.lV otlhet considiitio.. (other than the stock with respect, to
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whichl such }w i perty vas: received) givel biy the transferee
for Sc... ]1 pl('lt !

SO Il" 'Ciced
exCceds the li lgrigafle of he a' otlli of tiln .11.OlrliPy SO reci'(Id. and
of Ithe ladjustled baits. t. the time if recilp, of all property (other
thaii ]{omyty) so reeeived.

'(3) RIULEs FOR AIPI.!ATIOX OF PIARAGIUAPIS IF I AND (21,-1II
d(terlnilii.g thei plus aidjustment o llillil adjustrilnt itll rSepect
to any share. (ie Cintp ltalioni shall b. made ill the sliame lntlll13I
as is presibe .. li. ill ragirlihs (I) a l (2) of isis subseetion.
exce.pt that titre shiall be hiitigh into account only that palt of

eah item Mi. 1h}} is drtel'nme..d 1o be ( rinimta[lhi to SlCh stare.
;(4 ) (4r. ]U FOR THE; APiLi(CtON OF l{l{S S.E(IN. .-

"(1) Sroc K IIAVINU Ck0flsTr IIAlS--I'{'ht' ]oo)oPtlt IL e deiV Iiv Ia
tiatisfiree i arln iitelroato e ] ilutidati..l. attrtibotable to a s, are
of stock ltr gll ill tthe lalnds of the ia stlllferee a hbasis letermLiueid
to be a ¢ost basis. shall be considIrived to have, folr lte ptirpos$ of
suibseci ion (b). a, adjuiited basis :it the time so received detei-
linel as fowlor :

"(A) The aggregate of the property (olhler th an monley)
heild by thile transferor at tile tic... l lie laeqoiiti.i. by tihe
tlrlnsifrer of colrol of tilnt tiiinsf.lO.r (or. if such liltlar was
acquired alrti the a(qiisitilo of sluchi c.l.Ifol, al thtl tin.. of
tIII acquisilion of S;Iich ShiT. or. if such cytl... wIt$s no ta
(loired., al the ti.me .nriiid.iaiely pri)or to the receip t o(f illy
pI.leritv ill till itld'Icll.t.Me 1kli(idlatlioi n in rsl>ert of suect
yhalr st' all be (lee ..... to }lt ah, , iii I.fr..g.te basis4 eqall I to Ihe
aioiiinm t bliaited by (i) ooIt in lvii .. l.. tie nloun t of the ald-

istel bais lit S.. to.il tl e of sh shai i ill ] the hlids of t}/e
ijisoire. h :to iilbyl til opl}tt, of sh.ll. iile uts in tile
t raosfer .... il sir {Ili (ffte i r.il re t . t mltit { by Sll sh}re
blirl taik,, as tlee tli't / lloit) III (II) ajutg for ile
allin]iul t Iff oolney oit Itllsi II, Ill Ihei Ilii il ifi. Id thi tillf Contol
a .in<it time.

"(B3) Thloeiwhirl liii)Ltv of
)llto 1111(2q sil[)tlloap't)l (A) It {ip iime hIreini spcitliod

shilH be nsd in deidrlnhtiig the bais>. of Im~prlv subs
quoiftly acrt ired by Ilh{. tinsf,'or time lasis of vhdith is de-
ti lituiod ~xith refernc to tite balis of pr~p-rty specfied in
sulemqaritraph (A).

/(C) T'}jq. ba~'is xllirul' iiuJ)litv i Iho' [ ,isfo(q...r iS doomreed
to Ihai, ohlilr sulI)aJI guqhtl (A) id (B) a th tiie. th,,Iren
tp,'ifie,{ sIlJII 1, , ds1d in it h dn ng :i sul (.qn,"nI rdjuit -
]mqt-ot to iI l~is btIsf SIllt ~loilpetS,,

"(l)) l o l l lnpe ty N r, I,'!'i l { bIv tie I itl:, , ' l 'I.. . hall iI .I
(de'ln d IV 1 .W i l]. {inht f1 illt ' f its (I ,t [ill thle ii...>lne o si ii is
d'(lood tiq {ilh i! I...i. ]Ih lio I.'..i.Hl. I }t(,~ i*hi{Ims ([ ilhl, i;-a
g ald,] ill the I/l .. iS i h l tlw iIi {{llliSJ't H I, 4 '1 l l,

eli' Iit I .[I ¢Cifie(d inl sui~qllulLi~ ph (A ) ii,1 (14) . i ll'SA l itsjS
it \)l hadt 1) II thle leainl, of Ihe Ii ri-f w

i{ ) 1 0/ Onll {H ( } 1ty (I Ff , ( it '111cle irit 1 l iictVl or
bv. J tiliiSj'lre i ll' IIth e l iu J(lpol I : ..IiO[1 I is p4 d ill -
uthble to Such hilre sall he fJvlrdicId ;a halilln the
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adjuisted basis whiI ih prieity is deenwllhi to Ihive under sub-
paragri~lihs (A), (B), (C) alnd () of this paiagap>h.

;(2) 13 - srs o(F STe(I xoT . ColrT As18.IS--I'he . r. p erty rece iied
by a tra..sffereei ina n interior ifr ie I , uihiIto i attrili able I a
share of stock hi 17vine in ft.l iLlmls if lrle frian-tlfer! a basis de-
termnined to be a basis other than a cost basis slhall, for the pur-
)oses of suibS(ctio, ll), be consid....le. Io ljiha, lit ihe ie ot its

ireeipt. the basis it wouild '1vhad I ha I tihe ist slilelilt of set i,,
113 (a) (15) bell applicable.

;(8) I]rFINITION or CONTli(.--A ; lised ii his subisetlion. the
el¢l'lmTol "'callo] I s heRl ]. olvI.l3..ill) of stock poss.ssiilg at least 80

I tei luellltmt of lite total ioi.l.. nil votinig Jiwer lif all classes of
stock etitleI to Votet ard lii il. .. il,,hip of it last 80 prt ecl[i(1
of tIe te toal 1.t.llbi ( olf illnaes of l otlihr ,lasse. of sA. i (exltt

ionitging stock awhichi sliinitl i mlfeireid iS to divhlIends) ,
ibut only if ii both calise such I[ irii 1, i ,i 1,i tlu' Ilntlil tie i"Oi-
p Ti if fi, ilrteicorl)orate li(Jidati/m.

"(d) AwlJt 1,MEN[ 'IF ITtIrr INxI:ST'Di (CAI'rLA.-If property is
1ctii by tin maI....fme isf irilIt(rllurti li 1ul Otioi, i , C)lll -

umingi tie equitv invested apfilh of lih ·irllsfer Ifor any day foL-
lowing tie Ccomplotion of suich ilhft'IIo)i'ale liquidatioln- ,

"(I) with lespe)(ct to ZiIi 'lire f sock iI tilt' ri'lnIsror 1 l-
Itainglthlehandsotlh~ irafreliately priorto the reipit
of aNy lpriperty ill Stil] illtf(urlporltt, liqui(laiion, , Imi< drier-
nijired to be Ia (Ost basis. lithe eillmgs land pIrofits or deficit ill

"a nig ... prolits of the til'lsfire, shfill IIe cornlll)id ias if li
rie iav foIIowing lia ci"llllpdiom i 1 rof 11 te'c.rhtpou nti ]iquida
(iII lilt tl'mlllSf,'l', 1:Ld n'{:izud i ii'rigimized gaiiIl ofual to tlh
ill(nIitt O. tli Is :ltljusplu ,iit I peul if sqlll shlle, O l( I..
s1Ii{Ii l0d I' )!('liz, (l l)d t plil to tIl( I, Ui.lOlln it I'I tb i lt ti],
~ldjrmSit qt ill reslpct of Snl l'h ale;

(2) with rspeixt to iny shre of strk ill if' iis,.%
it, thie h.rIs o.. f thil e t11 '. rr (! i.ii mediately irior to tle

r,'i}t of ;InT . l)opeltv n Siulihl interlororlhmte hipiihtolliO. a bnsis
I to I i a1 baisis olther than]a cost basis. there shall Ie

hpiled als IIaI u i....llrn iiiludible in 1ll II S)eiied In s]etion
71, (It) thn nirumamit IfJ J1e pbius ndulllljiitHt Ith repelt io SIuch
Shni'! .Or' IS ll n .i.U.irt in0lu lhile ill tile sin, specified in sectill
71i (b) {he til...lount o} I li Tilm...Is adljumil.e.lt with respect to
sltIf shar'b,.

"(e) INEvvED CA)r(,Ai, IIBsis.-Iht ad[jlsited bisiN Mlhim {,rI.l..I
received by tIhr fi ,i]'hje, iD iii ll illtiy J)pomit(l ]illsiitroll is Cii.-
sidind Io have unillrthe in- ... k iS...I of sll[)bSeLtion (e) at the tin.. of
its re.mpilt shall bh thiereafter {raited as It(e aditsmed nltsi>. it, ieui
of bhe djiumtel basis .Itluet ise p]e jlibted. it) .).t]..iJ.lm l g iay irlniOtt
dhntl teinjim by r('elelh' to th i' basis tf s'i;l proplitv i ll lhe hands of
the transferor. Oll,'itlr,,~ i tile mII' tIt oIIpl lation of Ile invstil cI ital
of he, trmnsferee. or ally other (oIIr.lo.'lr dill t (hOIIcll I , I i (}l OI the
lnvugt(d capital of w'icli is ittrnincl I t rb 'efte...ice to the basis of

"it
] ) ,%tAI:uroRY MIAIdERi: ANi CisfezA IOs.-If a (oip{tdiotn

O. ... slt i ck ili [uhlIo4,i '(Iipor:itirm .ril ...h .(pjoilous l.e ]nerg2el
{Ir oiMsohiditel ill a [t;tltt\ hltI .'.'.g' o{I ilitsoliltimn. thell fot thi
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purtlines of this secti... .n{I sel mI 71. :Ilq± <toelk shaIl hi, {.i.srlrtled
ito have been (It iltd (1 s.. ch St....fatutmr melin I o ms&oiIdaLt.)
by oriet3 ( . of llii i rte-ultl m1, i OIll . i the +lillllt l , in I1I Opr ( Oi soll i-
(dhtin,. andll the jlopeities o`f smith (phell(v rp'lrnlo i.. ,l i... fihkl to
such (.lo.( k' }/ivCe been recIviNId b4'h l,->uIt*,g cn4porntinow os a

"(g) DETE:-UVAIION S-
~;(l) Reo l: IrITI... O..,. A Otmlt ik timn htwh is eqinird tor

b, mIJ1d(IO tilhld'i this ici1 ] ...clmllinmg ltt~felilalioIlS ill apply-
iug tlli M'tli4 hi clies w[ite theul> is ,eie, of trnitsferees of
he j)l)[ieriy an (ist>. whel, the s*loek of the la;sf..O. is
acquire d b, the raI t.l. . l1ti friloter(el poratt(n, liB([ the

&tltepilIiatit , t of I he [>:iiss jll dt Iti['dl[ 1sis ich W]r]'rlty or
iiles therlleof aive or are coili(sl lredI tol hlve) hall h' itll140 iti
aetirlldanie witih lgulationi which shIll be prescribed by lhe
CilomliiiS l[rQ with the iioapprval of the Secretlary. If the ras
fel,,r l. th!e tiaisfeii'e is a IliFuil ('Ol'pilat flon, tihe plrovisionls of
this setiot shall apply to suth fxtent and uider such conditions
and limitationis Its jmw beay} prm dl in such tegtai ions.

;"(2 A AI'IAIC VI(1O(N 1 IAL 1DTAfl lION ] rl]i N DING AitR I])O(X Pft IIIOD. --

Tlie Conmiis,.iojIeo' is ithoIizm/ to pls,'ij IIi' u is siilair to
those tirovthd in lhi. se(tifn w.ith rspect to tlhe days within the
period &hgiminiig with the date on which the first proprty is
lreeived in tIIh intercuro[iate iq!uii dation and ending with 'the
day of i co pletioni tni ili extent ti wiuh, fnd the colinnti i-
ionls and limnitations under wvi inh, such rules are to be app lieabh

(b) T] x C CAi, Ayl:Ni)M NT.-
(1) Seciion 718 (d) is :lill(l.ii.P tid Ilviia as fdllows:

"(d) For special rules aifeitilig (!f..llI .. tlid .. f I)rle."rY paid in
for stock in connection with cermain txrhzmg,'s anil himidations. see
SupplemenlIt C."

(2) Section 719 (a) (I) is :...nd..I by triking out ", and not
iniulingh illndebtedlness Iesribile ( in -,tionl 751 lb) relating to
clat(iI exchiailges'.

(C) PIV 1Or1-s It LER ITFIMI N1 A. -- Sec tIOn 718 (a) 5 elat i Ig
ito ill'les ini qulity ilmesttled calpitall 1, tCeoiilit of gain oil tax-free
liquuidatirm). seetion 718 (bi (4) (relating to reduction ifn equiy
inested ellcapiln I on a(OIlllt of losi o il ix-free hillldiiation), anti cStion
718 (e) (4) (relating to lpioprty paidiI in for stock 1, Il...erger or

COllO~i ato) shldl not a)pply wlith ,pIct to aiilly iaX ( Valr
beglimning ft ])clnbiet 3L 1. 1941.

()OPr/oVxIV INL ]t1:l? l o" ' (iF AMV11:N1iIgiF*Ni Tll i910 AN 194l.-
'Prh anlouI(IdIentiInsia bv i lls wmwion. ins.r. Iig section 760 and sv4c-
tim.. 7Gl, shil also be ipjfli'athb ini the c-on:l hmtation of the tax for ill
t:ixal'l' ywa:-s bainuign after D)e, iber '1.:. 989, if tih: trxqmvyr
w-ithii th, tiflil aI d in. li. IU..]III i1i4 lll i lje t p ',ii'h leg t[i1tious I

tile Co ... iis,~ijinl. with thI. ll:tppUo"lI of Ill, Se'trllly. pres(ribeK,
elekts to, hIe eih .. r ... .. H " f such :illnh&'Ild:l(l I >pplv. I]m ni...

able ?at for whti, tle 1 r('vVH'n &f so hIb 7¢;on areap piej d rele',
t,'lixel/'I the nlmqhnd~nei .ml.. P hll, ii-lll ( (I) l2) Of I1iS -0(timl

lli( , LI, M j



#eQ tin 7T1 Ir llI- itld ,I I t ¾ ' t, Iv. the jlrox s(lo..s .of ,utji) 718- (a)
(5), *etioi, 718 IS() (t). and .. I tion 718 () (I) hAll noI Ilot pl ill

Part 11-Post-War Refund of Excess Profits Tax

SEC. 250. POST-VAR IREFIUNDI OF EX( ESS PIROFITS TAX.

SillIh;plpl> EI of (hallhr '2 i a kd in iri i ting at th, ed
II ...... f t}tt f/]ow~ilg nI1 Part:

"Part III--Post-War Refund of Excess Profits Tax

"SEC. 780. POST-WAR REFUNDi) OF EX(CESS PRIOFITS TAX.

"(11) I (Il:xl,O]._ ThietereIaretn oftli reasnr i siluhorizwdand
diiictt to etlablishl I Clit to the ... C.ot of each IIx])(lo3pr sbtlj(Ci.
t.O {t tax ilmp[Aosetd lndI tills s.Il'l to]'e. Iro' tI(}t iiV xli year ratiilng
iflter IDeielnor 81, i9H 9 xi(',lpt ii} Ih, :s' f i ii atmXablt' vI' bogil-
,]int in 1M lld eniil I'P'e dIly I. 1iin2)i. d Il.t igiIllng

aftic tle dlate of ',<ittI... of hlS0tilli{Y iii t(h, 1 ,lpIt war, of n
itillolll l{ i' f] to II} I....ll 'ok (' (l{ I f i thl tflx ii..l)0o i,dl mii ier this illb)-

lcapte, fi' tlc i.' iexhi " ie tsr Fo' Ihe I)I.ov .!''!ep thof tiWs a.t Ill
thi' llse o aII taxp avyer wIhose tax s d[eltr oed Fl.ln.er seill 't l il 710 It l)
(t) i* the ti'lll) tIoX il ..ei.l under ihis sIIh l lho n ..i. hl e I exce,, s
of tI lOe x il... 1)...o P ia ' I sl seil ion 710 (a) (8) v,,t' thle Its It tn
wouIN lied ipolsetd if smh s't'tiom 710 (n) (g) Wtit noIlt tiap >alie.

'6!b) ALM c r lIoX (IF o IC'tl'[ tq [ AIA sE IF BON[,SA).-AViI h I ti tr'li
itoil{ Isl afI f th' pt inylt't of ibi, HlliOtltI otf thteexeespiofilstax Show}

on the return foril I itxablle 'ea, to wIhich stibsect ion (a) ap)plies, if the
patmihtlt is Intlo befole ln' nlils l, fol( the (late nImtu'ity of
l)o.hi forl £o (r s ,hII ll.. r I ii.. . ustIj.i. (c). tIholer h.l li] iss...' d to I d.l.I
in the, '1loe f tile, tltXp vr bolS of the [niitid 'Stt 5s in an) aggl'regnt
ItI..OI...t qu il to 10 per C1'iflut i f III, tix piaid in r'sp t"'(t (if hlich It
Irdit is provided nlde s ..sc .ion (a) and te credit stnblsieud
iiktler h,11)sltioln (a) for suth tal], 3t'ia is hei'eby tini, avaiblzie

fur Illt pllrvimtse 0of .uch bolds.
"(<.) TERMS A NID MArl '[Il1 I]' lit NI )s. It l n Is p]t(vidtPd for il

subsection (a) shall b' isoliled idier the ]allthority and sulbject to the
pwvlisions of the S,eond Liberty Bond Act. its ienlentd. told thill''-

1,ow's for which bo.dIs [o.y .'. i•biii{Id tinder sll('h Ac't at ,xCt',lidol
to ilthlitie tile }i'rposs 'Ir hiul broloNds a't e'jui]tld to be issl£d
liralet Ih, #(t4ti}l. s'uch Jbo . i... Init 1no II1II'tesI, shall S be nBOlle-
±tutiable. ndi shall not by t'ansferible ly sride. eh('lkg,. issigt, ...iiiili,
pledge.Q Ill potht tati l.... I.l' (o]ril'ISwe. in l>1r befolv the date of cessation
:f htilitie in the preoqt r. bmit : folr sail date, su..i bo/ds shall
e Iigiotiable. mill 111ilv be oIl, xtI,..ged. iledged. nssigne(L. hvpthI-

Iotell. (0' otlhi tis, ' trt'... zIf.ii , xitbioiit istri'ioit. and sloal blt
rt~lft'lble (alt the option of tin IUnited States) in mho', ,' in tor

uo ... thiree lhemolths' 1oti('P, SucH Iionm. fir I yv taxalile ¶1( t ro wijt11
Ibis si'Wtlio applies shall tiLtte, (') H ll hil dk'v 'f that'tt idticlr Year,
Iwgililitg iflI' thit ]at of (~ssatjiol of lbostiltit> ih) the lr'£Ist Witl,
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wvihich is s'hown iil tile fllolwnig" tiale to be applicabile to such hoiids
forl 'Llch ) ear :

Cfief ed.,r o. ho.li.-Blonda purcI.laed with ex, rirdit 11c4 oil laM day of whirch

(ihi <il 1 hIlk(lf 'till S lf)ll tpr Iflt 211d

wilhill te (Ill ldi r .. ; ir y l l tt41
Aft,, D],ee)ber 31. rli4 .3l

"(d) E!~XE1,IrrI'N OF PI'CE<EI)s TI'IOl 'AX. Tile1 Iplv4,ceeds of :Uiy 5Il11(
t)ond( iupont i'edt iiijlioi, s'I.t [holl IIl it" laded S itI(*o.l...

*(e!) DATE1 Ill t lNsA( k N o I 1,P:T Is IN IItIE Plhrt:NT WA .- As
* usfed ill bis >ectitm, I. e tPri 'iliti 4if (Vsj-tiOfl Of losd(ilities ill the
]/le''5llt Wial '! meIR. lilte date oI Mitch hostilities in the pasIlt wlr
[ICI'(1wen the United Statels aiRol £ u. {Iverllyit-s o'f G(ierially, JIapan.
and It:lv ('ase, as fixed by I~l IP('tin }Oimn (if lit' Ii , v (con
,Iirent resolhtiml ifi the n" Illiim's of (%nl!resy. whichever datt is

r .in case lie htM ilhit beiiiweenl H~li'l nitved States lid slicii
Ol el l l lt l iimll (t W Iit I (Plilet lt tl oi lln e tiel(, sich11 [it(t a. iy he s

ixedi as ao ippiruriiatie date for tile ppll'Os,, Of o his f ci loi.

'SEC. 781. SPECIAL RULES FOR APPLICA.TION OF SECTION 780.

"(0) ]EPFECIr OF )EI'I(II:£1IF1S.- If :t d(el/cioi,, ill i"oplect of thit,
excess profil lax for any [ltxhh ?a, forU ithe,1/ cvdit is provldUd

it, s'('tilll 781) 0() is paid b l tile tax l veir [ifOlre tlii( 111otsli.. elfore
I il, dale Of ntatrl.ity Of tlue bo..kll fior tlh iNar. aIl. nlolmnt of slit'It
crediit equal to 10 per C(tlltlii Of the (qeoss it tie tax iimiposeid II thii
suII)l Iter (ill the ):Isi of emhcl the 1 i deficihiiv was (hlntllei. m\et
tile tax irtnpsed by his subclhaptei as pileilly cmniput)ed and paid
sIthll lie ax : iiliibli, as iwoVild..I ill s etio 78{> (i), £ou thile i)lI'l hni of
bomn its prvided .... d ]et' b, s,tecij. ;11] thn'. p il] Ile issutd I1

thile tlaxir vllv liillt ii/l r1ri Silh'l c l l i a fl iliIllillt (ei]in to sJ(}lc
exceMs Milln ith life saonte, HIllitiV it i ill Ol (Cit, 1 d)(111(1, iS-lid ith]
resI(et to the ltaxable yai with' espect to whic thlt dilicigM/( is
delemnined.

"lb) HIAF(: oF' RitfI' Nl'.--Ir IlIi O'top)fl3 Ille III 'Ile CtX [H.l)O,.*
by tisi. suIm'hpter fro' irm taxabhI veur ii, 'vhidcih a lid ii pridtd
Ins eitioiji 7)a (ais ,e iu i lsi'ltited il (< the' to tim. ax ItvI· .t..dr ln,
iuterna] ''thhitle la]s, theo ,rIil, f aim, po'uioled in A<lh si'init
theii i'Msing iiu folr of t xH (trinillr 'hatll 1(, rethwt.d ht .. ;11lit
e/ial tO It)0 perF ,enliiI of IIth 4Xc!s of i[H' tax i... I .... d I. ills siil,
chlinptetl e ohhoiqol ellils ( lhl tax (Ei r . (if whjlle i'! inlt

(? 'ilto eft ..n.. or' cl'r it a,8 ]iii11l!) ,X',, pj iluj'i- i om1!1pail 111 Hilid

tot(t'i l Itiii1 tfii dl (il(nnllnl . ol f h l oit2 ..HIOl[1hI If [lh! o{ , 1ti. ltl( Ii.
I such a ~':l*., if sIueh /'r'iit provIdd in II 'tjtn 7841 (a) is I
lit ! iIIIll 1it be I rl 11']1 it> iS q I {Il e* t b I) &it W I[ I Id, o f i Ihere I I no 1
credit henl ex ting inl fit or of i1I taxpr iri. ,h I {( I sII i, f silth IIi.....it
o(liI the tlll....unt Of sIwhi (k'le it if any. shi]ll I/4 {11 fed Iml ..I l is
a hial, :t'giist the, taxl>,i:(', to lbe ji plind ii redutil]m >f a dn,-
qu'ni iedit d,"iii i o li> (,on (a): aiti if Il i -h s i'.Ll(', lIIt c )lIrt

i'et}q) *all bi, pit'l bv i[w taxlne"Ii t, th* Unil"I Stll' e*' or lh
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,int o f bonds previou sly isrsued to tie tIxpayet Iiihdr sectioni 780
(b) shall ih adjusted oi act'oulnt (1[f such chalrge.

(iC) TAX )AYMENTs8 ArFri CvJTi (O" I)vr.r--li the caisXe of a ay-
me/itt of th[e tax P pi *, d by tdii subchaptler iho'wll oi the retnrnl for
any taxable vear for which a credit is )rovfihi~i ii section 78tt (aL),
ol the Daym itqlf of a dtlil iti (v in lenl/'ct if such tllX for any snnhll

bttt lbefore ithe dlate ( il lat'rity t tie bond. with, respect to such
taxable yeal iirlih sectointl 70 (c). tie aini..k o the credit umnder
s'etion 78( (a) fior snh tax]i*, veiur ittlribulnble to urt:hi patvn.it
shall s, far as prm'ticable, t, ava l bl,, ias rovided i, sectilon 780 (h)
for the pi rchaise of bollk Iasas prov i(ed unle il] sli Ih se(t iol, an, I, sl far
ais practicable, there hall be issud to tile taxp:ayver brid under such
,ection with tilhe lile lliitiiuitv its bonld iS(lI'·lI' ithi i'Spe¢t to sucb
taxable yeah. To the xt~let liii it Is not )l'cti~ablt to isui bt)Dt1s
fttliist Such amout of lit credit, tIe taxpamr skill be paid in Cash.
I c ase tfile th, dalte of mIatrlity Of ihl!te bods o Iay [ItX}maIb' y(II
indhe se,:t l 78) () tlhelr, is any credit under stion 780 (a)
:il....i..h. I n] fi voI, I LkIr le taI xpltIeI, itltrJi llittubl to such ytearl sm:h
i'iliJidiiIr shill beI I)ti1p totit the Iax veO it, c(ah. No lltiolliint of nily
a:tlou1t Tradle /1lirti this suibscttioi 'to a fiixlav\r Rhil[I be inlii]t/fIe

I1 nross u/n(Heln, .

';(kl) LJA[rrv[1IN.-H-I re'Id ,it IInInler sectiol 780 (a) fior tiny thx
able ytar sll t11 I ut be greaier i. tiin lhext:t of tS lE a.il o.lit of Lile
tax paid .ll inid rI this sulow ; l ititer tIo the Unitedl Sblites (and n, t credlited
or ,efil..ed under the inint(l' Iic(title laws) ill e'toptct of ,uch ywil
o¥ver ilt! Iamrount of tax Which would be payable to the United States
if tie exss profits tax late were 81 per centurn, or if tile limitation
of sctioil 710l is aplJlit)Ile if tile alJlU¢tl t.l.t{ittiniOned undler such
scct ion WerIe I(lhIeld(! bY ]0 per I ,enti...

"SEC. 782. REGULATIONS.

TheIIL Secretary of tIhe lrll , vlll is a IIth,[i(z to piescribe, fhllot
dilnl( t itblt. suic tri s it/ iittlIalto s is itia not,, iI t'.. *t.II [ to ('lirv
out the )reedPinog jprovisiis of his ]art.

"SEC. 783. CREDIT FOR DEBT RETIIREMENT.

"(a) (GENI;lll. RiIvn.-An il[.I.. t . i.i.. i to 40 per cllturm of the
illlOliliS pa;idl dliin/g the taillbh( yena ill Ielalllerltt of the principali
(it ilndebl tmeiIi shall. al the ..h.liiu of the taxpaiiVr atdle in its
retil In1i , l I1I11I, y aI. ', Lk illI{swel a s I "dit itg"a inI A II, the i IX Ifo S1 ,1th

(tb) [LIirr.Iroxs-l'i c,,dit oider siub tCcuti (i{) with Iesj'ct
to alt: tIaXabIl ,ear shall i no tw.Iil evet ex(eed hijl'vler of th1e fo]
Iowintg li: nlts is lit'!le~ r--

kill) AIm a ... i(oiut e!lll 1o I ck ntlull oif the tax hilJ)id
under this siubthapteiI for tlie taxable year.

; (2) Aril nilllt Iqual Ito 40 p.r. ceriiiiil of the antoInt by INhiceh
ie .m Iallst aiomoinit of inlettedness during tihe piLiod bgiining
S!inehll,,' 1. 19412 aind 1nlid/ ix ilTle clbo lst of IlIe )(ic]dirg
twxale, Iear xels cthe ainouul1 of md Ilittedut's as oi the chose
of the I axI hd yea.
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('I(3 In ae' sahel IxalhIe I( ,' beg... in 19P2 prto' So
be, 1. I!)4'2.I...i.dI elIs a tler l ]B- ]. 12. mi a ..;.11 [1111o [[ ¢qlBi(to
t(, i0pl}r',lIItt [ If (t' t d ..lp a lIt be whiclh 1ile tlloltTli () inldlebtedl
llw.,, I fs if SeptJn.l.. I 1. 19412, CX t ( d ¢Ilt' aiII..... t Of itiI4Pde e'~s

ast o lf~ e 1 o}~P ¢:1(sf tih' taxable year.
"(4) In case sch taxable vear begins in 1941 or emis befire

Se!}) li etr I, )1912. zero.
Nmt inerest shall be a,,wed to paid bly the liTited States (IlL ......I
of aly overpaymelnl i Ilax attibInthlIe I. al. (lleit jalI(Pod tI lde,
tdis seeio...

"(c) nE1U (£Ileo 4I( C(IrII' \NE IlF B4I>JM 0)'q1' NTIING ixm',
Si;vIrN isl,4- If r edit Nil fiI dlt Iaplhloet 'yn l I kIXlll[,.
v al ]itPllia liit to this sxctiol. thie llmittlll of sI<1('h (C['djiit l diil , iftll
he deducted frII .. Ihe redil uinder Section 750 (a) and(t'he ..it..lt Of
tnds issud iiutldlsectini 7So "all. to tiex l nesarv. be tore

spflIdihIghl adjusited.
"(d) l)rFIN' uIN OF NINE.I.. DNI s.. Flt, H! I. )l).....(.- I .f this ,eti....

the trltl m iiiiletidis. ......... v1¼ IIIdebIedBIN"qs of tile taxpavie r for
wNeihM tife taxpIlaAer is liable vi(I ehced by a Nor... into. debe ultuet bill
of exclrlgu, certifieate, or otler * vid.en.ce of ildtlspbt(?I11ss. Ion-'tgag4,

(or de of tfist. !

TITLE Ill-CAPITAL STOCK AND DECLARED
VALUE EXCESS PROFITS TAXES

SE{. 301. ('APITAl STOCK TAX.
(a) TE(IINIxi, ATIENNN 1N'.'-i>St IIIIN 1200 IN) and (b) (relafilng

to rat oif alliital stoek tax) tre :m.... hd lhy Atiking out thi wor

}) ANNIALl, I),n RAl'Aox (It ' l VI I'.-S-tq'{ioI 12(12 ( lating tio
dic rai tti of value) is a...ruld w ito ]', ;ai folio,;:

SEC. 1202. DECLARED VALU;E.

"(a) D)el: IN MON Or VALt v.-The (dchINI Vd VIlhS sIall , tile v Iahle
as dclaitt l'v thie 'fr)orillo(ll ill it, rel-u. For its year Iwhich
derlaratnio of' valle tmotiii 1)1 ailieidod ). The viihiie cdetired be tl
coirlaotihn in its ictulII shall INb ais of the vh'se of its last llot'oins-itx
taxnbl(! y'eaIr tildil.g w. i h ill, ]iio, In tile cls(e of Illt, (a'hl stocli{k tix
tiaxable V o IT: (O<1' Js Of ir IIl( l iii Ii ;ru ' iIlizIltiOn iii I lilt' a,', of II tOt
Io.atiolt hlving INo ilh '........tx thxaIle Veal 'ldril* 2 i o' .. i'As' lo

the cls oif s']tt d( alaal'... seatr).
"(b) (' FiOirl' (R ITxN T'RAN, AAr ('I...II.A..iu',x-F'or teIe pu'.
tose If tilt IX h i,: h ) ...... I hA' io 1200 I FIm're Shlll he allowed i, it]

case of a (Oil").r...toll or(gamizedt wlHhi'r thre (ChIina Tr;'de' Act 1922.
42 Stat, 84!) (IT. S C. _910 ed.. ItiIl, 1,h. eb. ns'' 1 rel, aiginst
the dclaredll t vIale of its eapital st ok. an fllO[in11t tqtutl to ti.p rt ]-
don of slittiI detlI,'eId value wIiii dtiI pot value If I hu shIres of
stock of tleI OI} ii tOti . t..... I.i"" tli ]:It'V Oi (l Ile' 1i ilil ,ari

bI (I) perm tA l eidttt ill ('hisim hlI. flit' [ ' yt,ld te<I t wos'il Ii'

io f thi lit :litis]f st(o,' iot i'ifilF i M io l iivtins , /hii I nit 'd S Ile
O1' CI it (11 WI oerNv rhhi I.... I[)ear, I i to t I , iii I IO hplalIII O, fip 1 b1, 101'1 F,
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Ahll] I* cI' ionlrod ite ]b .... T.ed Ib\ tho I.l'...}nt iln Wli.i.n 111 eq uitable
Iig]lt to the inLoiie iomC ii'YIOlhI s1,b s is in good faith vested; and
,s used in this suub"(lti.. tit! !,oo1 a{ 'Ill a halve the SI .... e 'm!a
i aos ~l ewni used ill thie ( hiimi Til'lde Ar t. 19122.1:

(e) ICmt'rnt s.--Tln hist sulteliue o ,f S l ti Oi. 1203 (b) (2) (relatiinig
to extenllionl of I ii .. r I filiig ci.iiltI .t,>k pax trl'lliiks)t is Ial(nIded
Ito peal as fill is i\it rWl l..ct to, the )*',ls inlediie 30, 1941,.
l'lld ,Jun 30. 112, thle !xtt>]ii l aly be ftor 11t I l' thilIl iI0ttV
days."'

(i.) PI'tioi Rnux] ntI: Emri]iU;.--If ai letlr for tim year ('...hT d
, ... 30, 1912. is filed undihe, Chalnier 6 of lite nlefriml llvtnie Codle,

adjusted declnred ahiqed ll the Irp'1itlton l OI iill Ilit'1
( W thelor t ilnit, (iclIT"t .) $ ilal iitLit di dIe(lar'(d vwhJl for 1ie1

tllrpo"ss iof suell (Chaptez al, Is auplende by I ilis A:te. UI/iNlss it lifleNit.
'vlue i ltilarl t{ o. a. st[sol,(}Ieult ]t ill for' sw'I yiar retcived wilhi,
the prcscriled filing period.

(e) Evx:cr}, : Il ,:.--Thl secetion Aill hie effe'tive runIv itli
leslect to the year letidp ,Jiuul 31/. 1I91, ld .. I succeeding years.

SEC. 302. DECLAREDI) VALUE EXCSS-PROFITS TAX.

(a) TIp :xA[,. o. VNDMEN'-T'-
(1) ,beetion ,; l (i{thiting to rate of leclared valuI exct!ss

proitts tax) is ani.e..d by siking opt thel word "djustd'
wherever ourrinillg ithlelei,

2}It Se ... (; 01' I'eI aig (Io levi in r ahl ) is. I..t.t..dh!d lV

Ib) ErFIe n</ II),u:;.--lhis secion Ihnll }be effective only ~xiit
1l'fslwt* ti ilI(ollo tax taxable l vels e,1dIing afl,i June 30. 1,42. and
oI [co(t'! il w ayeIs.

SEC. 30.3. DECLARED VALUE EXCESSPUROFITS TAX FOR TAXABLE
YEARS OF LESS THAN TWELVE MONTHS.

la) SMetiol E01 (relaling to Ill :/Ijnut(,d lcltried value) is
aii....lmIl by striking, ouit tin', ist seuldiiit ... lertf.

ib ) SMIJllflp(ei ]I of ( hiqioin 2 is [,llh('(lA by inserting after sec-
tie. 604 die folloWmig hel ,ectiiin:

"SEC. 605. INCOME-TAX TAXABLE YEARI OF LESS THAN TWELVE
MONTHS.

(11) (GENiEXRAL 1IJ L,-If thqe mIl!(Ile{ taTX taxabl Veor IS it l[erioll
Hi 10ss Idili. telvie .l..onths on i i nl.lt of : haLi e i h e a('co IItlt gI
el, > , f r I lii' ta IX])ia3 .I ti' h t Il I.I..01..1. lt toirn i... uollei s't tiln

6(P2 for o-il incirai.-i.x hli ;li' (ti'Iird lo in this section its
til(e shi...t lxable var') shall .,- 'pldad ... :..... aninual basis by nmulti-

plyhi the tI..(i.}unt th,',oi B> Ill' IoIiu f ]l$'s( ill tihe twelve
Iluotltlims tir ildig ;'ithl the, cpi I> filt Sriot la: vhl yar iall ividinig
liV ith Iulhill(" 'Of davS ill tile sitr taxable yuar. The tax shall be
It/b pIlat of tile tax jonqjliited o1 4-1ih annual [tbasi as the Ill... li'I of
lavys inI the short laxa/ bl, \!r is oF io l nanun r of dlays in tile twelve
lontths enlding w [i the cIose of the short taxable year.



"(b) Emtx:-riox ,-If the tatxjpayer eAiitliihs, the aomolat of the
tax under sction b;00 for the lid 1 twelve ImIonth In beginning with
the first day tf thke holit laxbli, vrei.. pOutllItd tls if such t(elvyii
It.tlh paliod eWQe I... ilcone tax ,ax'l. year. uleder the law appliW
cable to the sh}ort taxable yint.i iaInii lejullr-[ wll, lstd I i r['Id ;vrI'ilIhit
a ypfinadbe hi determining the tix ftl such Is...rt taxable vea, then
te taxt delni under tw(a) fo th shr taxableh wilr
shall be ireduced to anl ioii(llIt whil such pait of Ile tax com-
puted for tiihe twelv, >uihla period as tie let incoIme for tile short
taxablie ear is of lite .e. iI..io ... tbisl.I for -itI iwlv Ion..th
wri(Id. tIlhe tax I vh ( (i t kl I lilll iX l)a(l', Io wIlic] the nlext

sentence ;pplies -)ai o} p te III 111 i dfile its letur1 vithlot
'o IApIcuTIon11 oIf tins subsiLtioni. If. pIior to ole year fronii thle

date of the Ixginning of fil, shllwt taxable year the tax a/ver hias
disposed of sibstalintallv aIll itsii assets. ii ilit of the t ,we e-nii
Itied Iplovide d ih time !o)tid'lin prlvisioi of tihis sibstlion, the
twelve ninuth itrivid ediiitg ilh tle Iloie f if t shof tlxtible yearl
shall be mivd. ]it' thIle ipiroes if this sulsetction. the art inlole

.for tih short taxabha vNeat h IAt llt Ipi8 i c on ain animnal basis
under the ploviion's of ibsbtcti on (a), lnd tle neit ill.i.me for tilhe
tw(1veC-flOhit11 peliod used shiahII illie CSt ib oimikdleid le ]ss hib.llll the
lalt i1e fori tile shoirt taxli vial. I The eiiefiis of this sulbsecticon
Shall not Ibe allowed uldeIss ti, 1xllr. at qIC]I ti...e is 'egulalions
prose, ibI hirunde l rm(J, IIk, 5 atppli<'htirm th]iefor inl ll(Coo l
aliee witb glh h wil',liftf~ i' s, an. d ,l IIh i applia . ilnl lile ali of It
t*axpayer eiu irel to lilit' ietiur Ihllut Igalllid thIlis siitl#tiiioll,
s* Thall be IIl.sideil a clan for rei t ' lIt!iln l hi, Te (CmXiuisoImi,
~itlh tie approvaI If th, Seiletiurv, SItI][ jteserlb i(li reguhlatnlions

its lie may lie"i ,liOirv for tihe [pplic:,tilm of his bl,,,tjoi,.
(e) r'I .A.,i YO rn, r,) Vu, l:NItMlI xs Aveir eqiIK.-Thre

fanleoiiJts ..acd lby this sc' io shall be, appl)icahh ti. htxblh years
bimi.gi .ing atelrt D)enlet at. 15139.

SEC. 304. TECHNI(AlI AMENDMENTS MADE NECESSARY BY CHANGE
IN BASE FOR ( ORPORATION TAX.

SC wtiOr r(2 (I eltii hg to lii licI .... fl i ! l' i , PI N Of the lel;itel
valneI ,x...s 1 Ii.rofil taxI il }1.ll..V l ltl ad Its f'ox

'SEC. 602. NET INCOME.
"l. r tIhe tIlJ e)5OS of thii' :-i})ilbli)lp I the nli I b ...... shall ie, thle

Sil ... i t I lie I ltOil.i. I ... in ...it .. Ita [u[I~pIi'S lfO Ilit Vi:i il
rt f ''iirl' 1l1o lax cl i e ,oc , o 0 i s[ i: ./iiltietL (I .l...l tiN(]

~itihou lie 1 ided... oti of tlhe tX jtig..[1 eI,[ h, <OIn {;1o0, bill x alh it
(redit adtiltst mlt (I ....... . qI] . I] to lit, (I,di[ for &J lidendi s treiletd

TITLE IV-ESTATE AND GIFT TAXES

Part I Estate Tax
SEC 401. ESTATES TO IXliltlH AMENDIMENTS APPILI(ABLE.

I']x.ep~its oi[ tl'. ye c xI, ,1- h iii, ; ig id, thi ;l...(.l..Il'lH~ S [ullol, by
ii', lart 1h}all I b ,'pili:,dI} hi l wiih *epij T to <sadles of Idvcdeilfs
yinig after lhi, tdtat of Ih 'lIItrl~mlt ,1 th, ;\V kI.

1.59[P,.. L,,r ".1



SEC. 402. COMMUNITY INTERESTS,

(at) TRANS}IMIe oIF (CoMMI NTY I'P( rlatY{ I' CONTrEPxrT I'ON OF
I)DAl l, Ew.--Smat ,in 811 0]) (4laling to rv,,cable Iransfers) is
aIltu...ei"d by ald(ding at the mIlld t[Hiof lth, f(llohig flew )tltrIgnaplllp:

"(5) 1' IN ;l.SF]S (If C01411 N i'mY PlI'I-lIl IN ]X)NFI'PIrAT[ON OF
I
] EAI {. [re.-Fln i' th f plfl(q$ ... tilrs {Il)socti]o ll lld sublisetion
(c), a traiafe] of propirty held a, (ot ..ll..illity pt'rtiyll by the
d(led(z, ahlml virlik ugl 'i' I.. ..iet Ill law of any tat, lTer-
ritor'v, i{' k)ll'-eb io o{ thu Il t t Slates. or a{il;' foreign .oin.>
try, sha]l Ibe conshiderd ti, lave hhee 111(1 by i lecedaent,
excep It sht patthiref as Ialy be hown to haiive bi en receive(
its cnip(nIation for p)(~oa] ,oces ac' ... llay rendered by tihe
uIIwVIiI{ '4)oii50 Oi .Iieliv q[ f]'I~[l:l fF0lk I l..../ comripiensationt

(it' fll 'I Span'at, olopevr of the sUl'liig 5I~4US(.
(b) (GFFA,, I ,L:. Se lio sI (e) (IdIlillg ioi intress)

is alit .Dliel iFs follows:
(1 sli m "() 1 tiil ... .. T IF:IJIdSTS.-- anl inserting ill

lieu thin',of
" )(e) jh r AN Comusiv 1Ni:, iis-

"I) JloINT iN]1Io1iir'S.- -.
(2) BIy inserting at IIhe .e.. I hl-f ith folPoikwig neW pel'a-

grajph:
'4{2) ('OMMI FH¥ IN IFST'-lOt Ieil txtent of hei interest
herein d i id Is . .)l.l .lllllitN p)1(op)el) })y t ilt (il I/ .tcd...elt a riV

ig ll)p llSt UIc( the law Of ltl Sill' li ,Triitoiv, or ios'qiSOaSl
of ihe /,m I Sk iate, l or 1'i1. fon'im' I/ .... t li, txi(Xl'lp)t uc} )IM
thereof aS il,:Iv be Omerl;ZI ie loiiv& IIIen 'l,mIV!d It, tIli1)t'IilIOl
for ,I(',I] s- + 1( actilal lyflIpil'b Ili si vi g SItI ou'I
Or ]IdrvIli ( mIIly thrnm shel] ((ollp)p4idi ... uI or filon s(lpita(h
propIsrt of t} s l-tir, · I, )/ case Ahdll sueh interest
[inludldd i, iilo, (Mgr t(s 'it, oil, d{ t tiedlt be) than tit va]le
of 'sll{ch ptl ' of O' . .'....Iliih..iItV plOp>(t' aS Wt\F subject to the
dt I'til ld ' S O[' Of te,',alz..piittl' dI Stl..

(II (Cvo,,s R}{ 4IrN(r . -
FI ... tl1i'lllll 4f life ii,1 I ....... aslucli

with (OI}l1lhotliiI[V Irop,,tey. see dtlli(llel(lDt to IIt'tioIi 811 (g) nmde
by Setionll 404 iof tlis Act.

SEC. 403. POWERS OF APPOINTMENT.

(at) GErxY1iL I 'IJ;!,-St!i( 811I (f) (relating to powers, of
appoint ...IImll) is aliit..(]ed to read as foilmss:

I(f) IF F
"(1) IN f;NI.ATI -'I'h (le extent of any I o )iItV (A) with

respetti to ihich ti. (leeldel, lts :it ti'n nIii of his dtelath a
power of appointment. or (13) with respet( to hi'h hle has it
oilyl time ex.erisc rd ea'l it oelo (if iioilt ...i(.it 1l miO-
tierull)atJiol of deatlh, or (C) vilil '1,h c Ii wli(, lie has it ;tily
tfiit, exerised of reased apomer f apoinit .men. . v a (lispst-
I itell) illtleI ill k ]il it )'ssJI i or Iqjov elllt[ at Oi,

i l li dath, or bv a di ts iti(i ti...ler v ihiil he!'h,, ei I ,1oi
for Ilii lif, or 1iv puod n.ot :itsl'.tii ] t]p wvith oI ftei( 1o
his hpath I' for luv IAni(l Mieb docs rot iii ffet eml belore his
deiath 1 ) II, I)*, ssp oU (rFjo) i...lit ,). o the rlight to the

iltu frilom. Ili, p II or (ii) the light. eilher alone or 1i1

/i(6 [PUU. 1.w 7?O3
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c('(limi itiil " ili ally 1p1 (&ln. iO 4(ltiellliIp the [)l4'lE w},o shal]

iII I'tl" If it iIorI-t fite satile filor ;il adeq~tlqlte Mid full eo(side[atioll

coilitoi ... O" o? to I ....... V"li

iB ]11[)11{[¥ ol I~~~oltt~y's ~otfh,

"(2L) 'DI:IINIro;N oFr IoX ;I r IiF io'oNTM, I'-.-FoL the pm pos,!
of this snbsevtim l the t. 'ipwer if ap1oihti(/lC In....l...S a/}y
power to 0 pin)1 )¢it Xv'i]Slblt by the (]d,,titl eithei alone or III
COllj/lfl('ti l Will htiny j( 'Sii. txntij)t

colfulletwil ,ill, Lh(: i1 I"it ..... ... X"lupt

"(A) i( power to ap}oie t mithin a class w h ich does not
m oilnh a ofi]....'r .tll'll [ i , 'p ..l. )Ol? i lf thte deccde .. ..o
Illif lei u (a' 1'I I% .III .'c . 'J(I ;o l (i ole 'ledet. lI tIl'
IIIs spouse~. des(.'(tm(JJnts ( tiIe dINcecnt ) of the
cedt1' ol it [to, woe I his sots.li) I, )Hs Of sithli (I(s((iidl
ails, dOtI!s esiribt',d in sitioil 812 (d). iand dc...ees
thscribed i, sction 861 (a) (3). As used in kis subpair-
graph, the teni 'dles Lenant' includle s aidoptedi and illgi ti-

rititt (i(~(t'l h auII i d tlii ' Ctll 'sII sll)Se inlcludes folrl..e r

'(1i) i1 power, t.tl, ajpoiii thin a resreicied cla.'s if tile
dvccdent did 1not Ie('l Io IeII)lC] iiitiSt, veste-d or coi-
tigntfen. iin the i]ropllIv ftit.iil the ]'ilator of the powe '
theitafter n'qmole aly such i1teist. anii] if tihe )owrr is tIA
(xll'chi)hbI to aIN exicet foI' til benelfit of the (eldoelt, his
,'11fl,: his tritnirs, or hc CIdittliis Of his estate,

If J 1,.wr to a Ip.int is e'lxt rcJs,1 h y <reia lAnilOther Plower to
[P·oilit Stt]1 first )pitV AS11 I .. t he (OSidjted pt Iiid

subparii:gal (A) r B)il Iroin l.ie( defiition of powel of
tl[poi[itOll..i.f to Ii hleixte( f th lP itIltI (If lihe prpell V sh I jct toilj, to

', s ' ], " J '1'.. t tla t .. "t. F'or' IL, pllr 1){... p " tl[ I[h I" eIi )I 'Q(~[
ti() he iii. of t r the :[pr ity tl to (s s d powe to,

a)poIt a shallt be its ia ,ilue (IiI(4i ( y .I. ny [)'(,,,({lint or sube-
(quertt interest dli subljeI to .. sh pout" ieo a/ijn..iit.

"(3) i)AE OF IISIFN(E (IF , Wi:IL--Eor the poll mlo'es of i llis
snIlsecti[t (lte ploer of tl)[>[iiti..il iit s]bal be consideltd to exlst

t]at the l, Mhe III(l.emltt dtiXath thloIught le exertise of ie
[Jwh'e is sitbjt.t ht ')ta I'('([dill gi ig of .. ot]t'c! or e(ven though tile
exercise. t ie tr ta e s ,, Areet roll on the ixpiratio. of a tate]
period after its xmcise. Whethric ol not (in OV blefore [h} date of
the deccaI,' ib,'tlh lictwi, I]mIs beln given or the power has it,

(b) DIo) ",l]NS Fuiil (11i 0 IAEH I1I,:i, Er IsE.-
(I) A'MI::qN;.w~x'1X'msE:Cn.N 11-2 8d.-~tm12 (d (ietating

I, 'I I... utj,, III I t ~ of etatis Of c(IioAs d IL Oe'idenuts) is amuenided
hy iserlting after III, first <enI(,fwe the following neW stulednce:
"Prolaq'dy im ndibh, Ii the dvi dslt's gross esate tInder setion
8l I ( f} I rei,,I [v I b tI.e I t'i, Id iII this stibsetioji shall. for
the I..t.poses of this s1 ,t(ioIn bht toisidird it beqntst of such
dlcedl& t.''

(2) ALIrNDxN T) SaotClION; (,(IL) ({ .- Sechioni 861 (a) (3)
(!l]titng 14) de{lt ioil as of e'tatb of ilomtulsid'us I...t eOti]

zeus) s aIi.i..ltled lb iisrtuijg after tIw ir-t senl]mte Lhe follow-
big [[ew senitence:' ProJprtt in(iitil,l ih, the (eJdeedent's gross
od'tte utnit'i svtio 811 (f) bypCuiVLd iV done described in this
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ptrIraphl shall, for Iih [mIl1 se cf ibi s .t.g.ap}, be Eimnsid
tied i b),p(int (II such dt,&d(ltqil?

(e) 1IABI lY O'F R IXlP]IEN O1" RIlIIKIY (OER ) /VII III D)Eqrit'NT
IlAll Iv; 'I'['ANINVI[ NI. Section 826 (relating to collIotiotI of
unpaid fix) Em l, ed by adding at thb end flwttof the followming
flew i iusoti/:

(} AI\I. tl. 0l'~'O' Lll:(1i;N OI1. iIPRO iqRI? ()xi: XXP VR WIIIII DI(:iCENI'
lA.I l'{wm uir'2tIlNi Ilt iri--Itsv ' llw wdccIt i lrihs oItherijse
ih liis wvill, it ny part of thel gu(s t"At, pio wich ilh tax ism

lein pmid csi(ts of lte ilmIn of Iw l nct iided itl I w gross
estate IIn(.. tl co~it)l 811 (fI. thexecutor SlI b tI el Vt' b [.I
fr~wi the )(tsiwi rI(,(v1tlz S ' pl'pI h)q iv ¥!asoll of the Ex!l't(sC'
ftIoWI!XE]'vt. , iq:ts, U H i)¢'"er of ip 14 inttne , Iw portimol of

ie itotal tatx lpii as iII Vttlu It st ll 1 h tilP lih,! lib rs I, the tlt..I

p[i(ng It(le iet estat(. li.'li tidil sei IIct.ion !35 (c), or se'tiol
8(1, is flt astw tl y b*. If twi ,! IS llilt thi ll ..... a1ll(h ,(P'fll

(d) IN,,,it Wim* bi I JO iim AmF, TN ApvET

(1) fu'h¢ ;11l i4'ldll.tl nl"tIdI [I3 Ihi ts4'i t :}l] Ittihill pl
wit]h r 0,st.'ct 4 :) pi ll'' ijfli jli, t J'dat&( on mo buffor¢ de
datet (of the (ol¢tul I~ lid' thiIsI i Al I ihi is otliel thin It If tl

i. ,rcisabh] in favr 1 l li'El,(Et, i staie. is Cl' t litols
or (he rlf ors if his estat. sbh pImr is exletked
aftor (he date If the (iitmelI)[ IAibis A,{.

(II) Tli anlttttltdliEts ade byV I this i4:uthon sihnI Ilit :..on..
applhiiable with eSpit o It lmxcr to alpiint reaitted on .r
before ti dte of enalttetimi of this A't. which k exercisab],
in] fatvmr of tih dlen( 1it is eslapI, hits ttI',siiS 1 O Irhle edlitols
of his eshite, if at s'h date tih. dlalw of sr'h p.ower is lIed", a
legal disaliitv to rems ta h ,er liiil six 11motI'hs ifilil
lhie I!llliniltio;t of stm'] lttil disability. o II, upouyse, of
th r(, or Itw, aIn( wli EdIiadIin th! tIa'i O Iorlf¥ i1

fmuis of the ti inHd State, Ahidl. .ntil thi teriinNiorn of the
ple.senI wa, 1e 0Itmidered ..... cI it legal di ,iliilitv to release
it I)o xe] C l Jil"6111,

(\ith lrt ;iti ( It'll, I ... ) , t II t) i n 'ejitiji 4j11 it' HIf,', the
dat, of lue i fltqmnt .. i huh AJtq if it is i... ,I)iotO Jnarvy l,
19I3. or h ih , lithlI(ti h 3. a.itigi;ih ( Ž) iEi a.' t
wichli strh p mgIilph is hliIhhl: m' i t ifh ihith lf' ie'S blp I,
Jnnl all v 1.. 91). Lr wilhkb i lw thI .. , II...itj In p r):irdaplp (2) ill
,a"W, t4 Mviih siwhu,'h paag[:ph Is applii lde, amt h p Iw is

SEC. 104, PRO(CEEDS OF LIFE INSURANCE.

(a) G(ANxFRnI. RUIE.-- Sdion 811 (g) (relatibg toll ]if iIsurance) is
I... dtd to ti it, follows:

"(g) I lsls:lDs o LIFE INsu1a1xcE:.-
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"(1) Jlim E.IV' Ftr rTII, EX t iff- -Ti tlI ,XiUnt of IIm tnvaiint
reo i% l 0lf ti it L- IIIl l I t iitsiiItill irI inilt l pIolic ies upoll the life

of Olf dece:, It.
`(2) hI( ]uv kiE l:y ()TITER FENFiiFT(IA1rIiA.0', tb] Oxttn of tlb(

e(ell vlll , le ]III i llI otlh(l I !iial1i1es as iiiisuinulltiae under
pIIlihkt ItqlI the Jil' .f thet eIt'mI...tt (A) purldI'ai witi pt'e-
I1tlltlls, t)]' (IPtIt C( II idtl' : ll h Iall uile(lly orI ...lu eiIy by

the df]cvthtif, i IIIII'ri ionl I iiio t' alllOltlo.i.i so paidi by tle
(I,,e(((InI bt'ai> 0 i, IO I PI JI itiiiitl~mi... paid fore thiie irsmaiice.
or (I;) with eItsJi to llIilld ti . aamn pioesesedl at hisi
d.atl l itll' Of Itlh i lMilsI ti o If oVll i i[), x(rI(Iiible either I]lalonI
or in coimiliiilo with liIV ot}*I' ,lI...n. Fill Ih' hIo l')OCS

Ihll iA) of hI: ps;lai . te le decdil trnsi ferred.
bL tISSigr.ii"It or' of Ihre *isth, Ia poliVV of ilikrilane!. the aIlnl1itit
pail directl I 'o iniilectly by the dtedent shi InI be reducIedLbv fii Ih . i..I. tit h Iv)(1i , th!e 5f1TH i'ati to til(e t Itiini)t pflid
dililretly, i.l.i li,Itv by Itlie decedent as the consideration. ill
.l(i(i. Ofr ihlilN*'S I% oulh i l'el[(llt b theh cicdrct it fur tic tralnsfrt

bears to the ahiii of t(le policy at tel time of tihe hansfer. Fior
th 'e )II*o5es ... Ii t f (B) of thibs [ig;,'aapbl th tei, 'Irm pcidenlt
of 2 iirl ) rut inoI I.... . FOre'vis. , IsrvI inltly!st.

'(3t) TRANSPIER N¢~T \ Al-- [h :A1 fV iii Olllt reel rlotb] Iriler ia
policy (of ii "

kit, II, :(' 'iIt rld, .y b t ssig~lie11i, or Otilrvvis, li
the (( de(dI s.i. l rSall be I'ila h tl!ib, rIder . aragraph (2) A) i'f
tit tl IIISIIhI ldid l oI1Io (, tltiiii! -l gilt, in ,hole or i llpat. tiHer
(}hpter 4, ,I, it case tit(, rtisft,l' Was ,Iide at a Cine wlIr
Chapter 4 was not ill fltd not have coistituted ia gift. i
whole] or iii i])art. illli.r such clIapttr lad it b1011 ill effett ;ii sI
thne.

"(4) N'I N I' P,> orrioT,.ry-Foh the pitipose If thiis siluse
t1011, lT'111illlt of oihlr *,nsdldeathm pai w),I ith ptol/wrty hehld
a1s oiitIniD 11111111111 irprIv bv tIll ilsrll 1d and sUtrviiing spouse
mider the lawt (f ;im' State, Tlr'itory, or possssiull of the,neilEd Stat,,. or I.n.; foreIig] (; IIIirtIry, shall be considered to
hLe > I' IW(' p;id bir the ii]Shi['d, p oxtj ,4,ih part thir,,f as ,ay
Ib shoIl to inivI' eli'l eTeivld is ,oy]elsnthi. feor j*)rTio.I
service s iliattil IrI.elltd b)y thie SiiIviving slpOll, Il' hrsivtwd
I, iIiiialvl] fP. ..11 Inii ,nll I I(l 1 1 ll )iio froll spIata ,l' l)io}1t'y of
lit:. ,'1ii'iuini yIoIu ': tIid ti 'll incidtts If oIn0.';',ipj
jiiluiuis in(t oi..tp, f I..i..hp ..s...sed by the d(h.t'e]t at his
dllle h ias I...,li..g.l of (he I o.l...... itiV.v

(b) I Al.lltY lrl IF. INs SrIn.'NtV ]3EX ['c[A^l·s. -Se< i 'ioln 82; (c)
(relating to Ijll)oliotihIuel 'If liabilitY of belleffitiries) is amndemed
o read ;Ias fothl,s:

"(o) TIAIIIITY 'v ir Liltl NIIRA]NCER ]EXEFICIANlIES.-UIn/les the
decedehnt di'tt( oiheiyise il his lill, if :my part If Ohe gross esitat
uiponi hlull(ax his Iepl i n(d consists .. f j..0'COt(l of i If inolf
lte till ... lie lilfe of tini' dJaeltq tte al h bv a enehelry
tha tille ]I emetItt, Ie ex. lec to . ilIll ih etlted to overri fliro such
benetj1(firl such portiluio it Ili, total ttx paid as the proceehls of such
pjlditi ];emr h) te ,it , i ... tit.. mq Iisjit(! t t a ld Ih, lliO it I (if thit
exvluititIi all l]o"~d il. . iI...tgI ... t iwo net .'stue. 4me deleinmInld In./..(IrI
scdc.i. 935 (4). If thne is minie thar, one such beneficiary the
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IeIorfm' slill be eti led to reioei fom . cl.. l.. beficilarli, i lte

((C) D)I II)E)EN'II TO WI11 11 AIENIIMllsLNI, AirrPP( xln, t.-lI,]11 ait oloI
,nleits madI. bv lh ... ti .i. Pt) shlll be :lpplicllh il,' to sit, - of
d,,edelits d ig aufer hbe date of the eIIti lll...t of thpis At; but inl
determn.iing the it'oplimi, I f [[1e I HqHIIuIimh Ill' othie 0wonilderatiaol

p)aid dli*ettk ,r IplirlltY bl the (1e'dlet (.ult lot tie total pie-
,I}.i..ls paidi) t1h alll t11... 50 ]BfItl bhy tI II..e.e.e.. t .in or before *, iin-

arv 10. PC4 1, sait l b~e exIrhIei, i illt i lice fter lilh dtIei the
decide..t poIsseised an incidolt of rn ,rhip ]i thile policy.

SEC. 405. I)EI)UCTIONS NOT ALLOWABIE IN EXCESS OF (CERTAIN
PROPERTY OP ESTATE.

(a) (irN FIRATL 1SWn:.-Stet 81 (1)) (rTilcati~g Lo tat il iax de i-
li{s) is tinmejided b3 inse,!llg aflter tiln s'elid seitl{Iie, the ['ollt rig
i"lW W!lt(tils: "tlliTle hl hall be diaillkmcd the Ili.olul.t, Iby whilie tile

deductions sp(ified ill )alralgrlIs (1), (2), (3), (4). anld/ (5) excetd
th, vahElue. ath tliemLe o f tite oevedeul)Cs deathI of plEi), rty sulbject Ito
e'h11Isn. For tilte I...Io p, 4 o t his se'tion the trlrtl jiioiIl } s ibjict
to cl'aing' mleaIlls liri'ityv includiibihl iii tiel gil'oi! etit(e o t lie lceleeit
which, or th vails of hilch. would. Leder the appllicabI.h law, bene
lh, burden of the paL 'lii of such I]deIlh tims in t]hellaI adtjdistrnoelt
and ettit.men. 0 f lie estale a i anl, for the piiposes of this definition.
thile vilue of tI po t s i pit hall be re/llice( by Lte annloillt of tili dtdlie-
Ilolt it l .... ite iiX snXI(1ci1t, ittribtitaihl to snell pr lrILttv."

(b) PRIOR TIAX:l, IIOpERTY.-Th, so,,, stilit(e o the s,,ord
pairagrap i of sectlil 812 (c) (relting to ddletlioi for prior taxed
propeti'y) is anmiehid ti T.ad as `folofs: iThe ed(iction lileirl titis

onlI1)StC]] shall be redlule'd by all al.nol.lit whidih lIwas tile sailn i.iti
to the alnotallts alhwed as Ldedut ios Il..dlr subsr ions (a) and (d)
alld the arno1i11[ of gl.ii.rl[ (!ilimis I1hloowd is de'll(tioli IIiludier ub-
sett iol (b) as thile i.nll.lilit if/l'iiln dlidatcibtle I ndLEr this ubseiIit ol
hetlfs to [)roperuiy s1u1bjectt to generall] hans. If the propeity iu]dlwibl,
ill lie gross estato to [hIch dile (lduciti.m rI.der this sulbsection is
artb ui II, is Io¢t wholly pro/rtv su tbc t gI1{'1r claim.s-

(1) btlonf, thlt in)]ki('alim tef Ptlt lctdiiyn sllutt!ice. the
aifllltt of tile d iu(ton uiiii' thi s IlStCin Iall bte '(Ell(I i

bi tiati part oif sch u;3llnoloi as tlit value, at the time of the [ice-
deints dathi. of such pioprty (to whii lslh l]edulction is tl
itblit) subject to 1aim buli t not elto genr..l(. ['] ellamgu i1 of tie vl.
at Ilie timne of tilt dceedcnfs dci i oll Of ¶u(chi plroperty. and

(2) ill il[ie ap )i1il ioill Of liii pil(eliliHig siltIice in rdiioing
lime halhitc if nlIv, ,I Silo> udtletiol. 'flu ltIIOIitI 4qlis¢
Atiellto:ti[ble Iniler tils qibsitioni shall be ony that part of such
.ii.to lnt ollt, \ lise d•Il UO Iill' ttl(>i , tt'hii ...t I x'itlh u it r11e(1id t1 ('lulSes
(1) if this ligiagraph) LI) t, 'rhit, it the tine if tip deceldenjs

dhiert i. of ... ]iA pFllerity (iioh wMilih sn. h , l..fijiii. is attrihultahle)
suhljet to g tianl ' islnils is ill the¢ miIl... .i.t lie tilei of lhe dice-
dnif death, of suEh pUirty.

Fer II po~"iml'){ists olf fit txti reltdhing SellHitte! tund fJlu slamrace,
gt(qlIc l k IlIIJilhs' alIP.. i itP IVoS u d I, di> I' (]dleb.ti l. .I.lll l (. I..b 'c
lion (b) rThi+, nitll iia applicabllc in Iini faluu] adjIustrelmt nid
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settI..I.... Il Ii e I SI lt, Inm l ... ..i..I.,,,.d glnist any roIplty sui Iject
to (I ai ImsV, asfi efiI( ini Iseii-i, -i' 1b I.h.. Ia ' llln I sIlbf 1 to gerii.il
e(ahOOK Is [ith, Vahlu. at I I, tflatL o)f lit (I,('(tendts l'atht, f p)oJpertyV

iiuject to Ihlius, a. s &dInhed in 8lhpc ,ion (b), I tIw'I",d Iy the v1ehhle
at tle h in ho til Ite Itlhnl-s ealih (Ph~ t/Lilat pailt of lI,'[ lol lprtt

ul ll, 't ,h I, Iilit ll I u Iilf I I,, a, tit;llowed as tI, l, s tel I il . r suII, cti n (I )
lawI , imI I he filal I tdjust II V 'ntI i , aj i ett tllri i t oi, V oII;f the essIt te.

(() PRIOR TAXFrn PROpFuiTY 01l, N N)IIEi)IENTS "NI T (irIZEN- IIThe
next to thu last sxOi,4,(, of i IVi,sit I61 ([1t) (2) (ehiting to dedIwtioi

ol prior Pixell[prlAIV (: Ii ..ll[ r'ild...> nlot Biizeuus of the United
iStle.) is.... i tod Io>red as oIdhm: "TIIlm ti((' d I Ilad( thisii

pirag'aphl hall be ,eded 1 an aI.mo..t whicll bieas the sa rl ratio
to thie ailoulyts talb ld as Jdti'chm, hiundlr iriagiialhs (3) and1( (4)
inld thue ililujitl (if geAii htimLii s allini, as d.hltttioli it..ler palra-
glapIi (1) of this bs'tit'/flll ICls tihe tliti otlr(iwist ilediwtihl lht'der

hids paragrai l tph b tb ell rlv suilo,,t to gen.eral {latins. If tih
pioi [Ii& I jliE lllditjI)li p ii t . .i.,-V (iia, il Mliti tili lo dtdIll tiol utindte
Ihljalrgraph i nittl ...u hi, i lht xhidly p.o..Lty subjl ct t( gi lal]

"(A) before leapp)li(atiol ., the I rtied I g sIl1t..llC., tie
all.../iu t Of thIte (It (ilti.li tioil(i F thI, llmttglapFih shindi be
I'tl 'ltI fiV thiat plat f suc'h .... ltllolilt ,s th aue, at tli elime
of Hit ec',(denit's d,athl, (II Iuc!l ploI'tvy (to "bvh. such
dlceilti.. i attribtahlie) .-ubjeut to (tllll's Pitl not to genl-

ral cahims isof tile iakue. at the li..e of tie deuejhut's d*ath,
of suicih piopitv .nd

'(li) .t. tlliaiil f ih pree dig sentenceh in rle
Nthe ha)itnif aijy of ,uitli,( il(cioiI 'tin ;i.'.. unit other-

WVI, dedlae(1U ple [J till' Ibsp]it iig"'~il ikI.. 11 he .nI lyV thit plt
of sufiI atllnul(*,It (t h(,i it(I, dlk I'tihlel. (determl.. wh h l vi t..Ii

dtsedmtlts (t[,I1 (f such plOp.eI'V (to wiicfi suil (dedltli
is attibiutahl) suh4j'ct to feueiial claims is if the value at.
the tinm of the dueemlnt's Ieatl of .i.h promlacty.

Flor tile pu'ss(! of tfie tWO ) 1,(hg S(ii(011((%s all1 thus Seltence,
'tzt, ial Chat.i.s are I h¢~lie I .. i. Its l I:fi)'lo iId as d!i l i(,1' IndeIrl p'a--
graphijl I) If this suhlsci iom wifihi under' the0 ap) iile law. in the
-filIal idjuIstoiieit lud (tth ....... of tit estat, miav be ViflV.ee.I agafinst
that ,Iil of amL[ property sibjet It, I 1il11. }IS " ehd it in su}settiot (It)
oIf sec ion 812 whi('h at tle time oI the drleIuni's ueathi in the United
St:itet antid )1'o)pioperty stlfjtt to ,geihiai lain is tli (! vait. at the
tilm' (d he (... ItfiHs Id atih. of shill )Io IlltV shil),/t {to aIAtfS,
irtduced by the value. at til, time of the hcid ... is death, of tlat part
or ,/hel pnjpetv Sithipet I, t ahti1saints whidh il....tis allowed is
(ietuIIItionis uiidl pii[giaphi (1) of tiiis gllhsti..t.. whixil, hll)'e no11
(hitl (lnhii> m v bill; (It i'1 oreelI, tlildrt p the li{ ible jaw, j, u t L lue
:l1jllStlll'Ilt and s.i. lcjelcltt of tith -htealc

SEC. 406. CHARITABLE PLEDGES.

(it) PLpt,}[S IN ( ASE o(' (CltsNs 5, lion 812 "(II ( relatinlg to
&idedi... ti s ill ('(1twhplutilg. [tt ,siae)h! / it :nlt o fI [V , il(',11l i I,$ K'll
theIt piod at til eul II thf th, m eMllt ( ime ,lleof it(e £idhl.i/g



16i

";exce It that in a, cas n \~lI{<'l Isi m'shh cIan is I nhfitd I If n I
}11 .... isr ... tnloo"'l l lit i th } ei J I IF, inwk' I .Ii trl mt[ifr or iift
tO, O. ..I ttLi", IUe any dmlwCl d s¢it, I in ill ris((' lll ( d) fo l l p1 '.-
tos;e speified he lie hlo lot s clai sha ill l
liji .lhll l it. lu Ill blhitd to tie Ixln liat it wmld bte a..lowable

isa d'd(llltiflh Hlldq ai/-! (d) if 'II(h ]4.l..iS( or 0 tg i I

(I)) Plklntjs BY N NIU>II:SlENIS NOM ( g'ItzENS,-i--Sti tiFl 8H61 (1i) (i1)

("l'a,~ding to dedmt i-lts h~ coln"m'ihg not esFla) is iamended t o reaid

)( I EIVENS;ES. t 1?SES. I.Nq~I ) .1 N $SS. IND T 'x ;S, TI1 fit. )
tio) (of the de,(tioyis sp)ecitiud i' M'cth 812 (b) (oth}lr tl

ih &i'ls l iclhiuifls & lilsvdiI inii Ih II'(Fl hiII si ttriow ) "vhiich thl
V 1... ofi ~s('h part 1b'e s P. l)h ;,it ... }lihs mitire m 's t cstate,

(b) in the case tO a flhjn amki.sI ii, M-Aflie ehlMII was ftmt~d
ll]~() I, I .).l..'... ,)1' :taigl( ,thill lWii i ¶\ts IItoI ( I'tl'ia ct{(]( for Il
Il kqwtlllrl e id full ( i l*!lil l i I nill tll llY O 10/ VS Wt)ItI shill
ev alhlowabht uI)I t.i.. ' p irairrdIi to the etent that i] ,mlhl i,'
alh'm idde as a dl uhilii hi I I tq' tlt:al'F1lhfsch l[)l'Oti*

SEC. 107. IDEDI)CTION ON ACCOUNT OF I'PROPERTY PREVIOUSLY

(a) A\INIMINmr TO) Im I;ItNAL [fl4 I:NI (]ODE I'It)R SIONS M {EL, ING

(I) Illv PIs-t jzu:vgrql}I If 4 sittitlmI .12 (I) is aimilenled tIi read

If(e) PlioI,'I;IvY PI"lF;IOI SLy !['kNX.F A .tltttl {t eytil to ti, ,ailu
of noi popertv (I) fornuilg ,a pl, if itle grt)Ss tastne tltt&ttt'd ill the
LInifted SFtttCS of azl) .. 1,Clson I1/h dwd ;ithint five iarl prior fit iho

death1 of the Itccict. or (2) tlanlfClved (to thie di(edt by gift within
I\v p'tr )rki IO lii>, 141 ChiC, "i aihti -llIh 'I cm 1* id (I iti '1

bis 'inn gl sLll CiCtt> I lf!% t tl&!dl0i fu... l0, (lhmmbt I ol gift. o
frl Iont su1 ii d ' ti l0( ((li kl ft , [ I4'4 i. devie. "? Inelt h u ill.ltie. I

xIl, ]] III ( idthnIlified is hating Ihemd] itired rl
property' s1>40, hCt(I. Ih'lqpkrtI i m 1h... itdh ini the gro)s (eshtfi tf the

rio.r.... hii stn llr h/il (i .i .iti < pPflyite inilL(uldll otoPP
girls nf thi ".e ..t.]Ii h'CII 101, It(} (Ic imemit 1 thv Ithe sIecedv, n
itcciiht'it in IlAlleiiiti shll. tIhe )ijmtl)OSe Of ihis subecNtiwl.

h I ,m ,~~,i d LI ht,, mt nl s, h ,i.. hh. olllr gift of such dot.r.
l hii d(NIfICI (o l Sa 1( li IIl/t weI ,I/ I t / 're < gi ft t x 7 IIi losei Il...(hi
]lIlI(lt.Loliulcr tlltif Ill of thI RCtinie Ait of t932, 17 Shat.2tQ5.

ir allt ( in lax in ... uI I.... hkII I chtldel) orI ;til priollr A\( 1f

(COlugl'tCSw, mv fimU]] ~ ltot'Ihinititd :nl Jl1(If by o- I... l*hIlf of such
dO,) ... (Ir' tii t h[-ttt> of 1,(1Ch )i(}l* dlti ]'ft. I i, fl $, a ihe I.aI be, antd
tlu[ i; ) fitl t le .I.I.Il. u fllytV II4 ,lmli ll... Id :Ilt' 'eafile f Suich pioptity
inIlCelh1nIminiig thc vahl"te of tht gil, f, F tin goss estate of such 111'or
d(tleit. nti td t., tjib' o .l..t ihza thI .. d 'i of siutl )ro(pertv i
ilfliudtk' il [tlh d'cCdent> gross -st:, lind ti]; if ilvl 'tedlnlmihIg
the falul If the net .q'ttw of tht Irim Iiitl',pt ... dItdwimido was
allowable uIedil li ..iuh>etio ,seio. s61 (a) (2). or (lie corn[-
sponldhg [O.iU i]o ..... s..f pmit. Act of (Clgr"Ic. it{ rtspect of the
hwt;l),qtv Of )lt)j)ett; giot'lltl (.\Ill))thn h II l'.! '



(2) ThIe tflt ,t, IIi'i.c t llf ht'-eII Iaraigraph1 l of I.-tin ,I
( ) i, al.n.. Iai to al as follow-s:

"Wloee {a it-lU io I a i wy cI { of aJ, fly Ily mortgagel or IOher Iien in
detetllinig ite gil lax. or the ' tat, tax if the Mrior d(etellhit, whi:ll]]
waIts plJ in whlm lor a it,' part primo tile declel"iets cl lhi, then tile

deduiction I h dalo un der ubtiohs susectn shall bei, reduced by the

(3) 1')'he irst two sent cmos of section 861 (a) (2) are rnenided
to iead as ll11 ws:

"(2) PIOiP i'irY I14{eVIO81'S TAXER.- An t amounllt equal to tihe
value of any )Gerte v (A) fo.. Ai ,lg ,t ar t of tile grlss estate
sit'nli d1in ihll ll iited Sitales of pany erson who died withi five
yeus 'i to tile &Iath of the dveleentt, or (1) transferrei to
tlie decdeni by gift within five vyais pior toll his death, where
such p)rperty can be dentifted as hating beeen received by Ite
deced ent fioi tilt l onor e gift. ..r yfrmn such prior dch lent
by gift, bequest, de isev, or inhieritantce, (or which can be identified
as having been acliril'el in o-(-Iltlge foir popeirty so reimeivd.
Proprlty iCliIible ill the gross estate of thile prim' lecedent
under section a11 (f) aid po- riv in'l gi Ire' total gifts ef the
donor tiule ser tion 1000 (c) ett veld by thlC e dre' lit ,scribed
it, this paragraph sakiI, fr the urtposies of thifs paragraph be
Cmtisldereld I btqui,; of such ipliqr dtecetiel{ or gift of st ibk doni·
F1 i1s dirti.on shi l all b llotee d lmiy hel, e ait tx mso
ill ' (hiaplet 4. or uner Title II f the Reu Act of 13

47 Sbat. 245, or anII eslate tax iIpo sed iliclet this chapt-r an
/io Act of ( ollgrss, W fihnally (elernl ii aid bY r o
lab I of sl' o.). r estate of IIh prior t S the
i li I, )(~.fiianl onll.y itl the a1Itount fimily dttrmlneI is the

value of SlIlih [lmityr ii dletrIniniig thiell (i of tile gift or the
gross estate of "',(h prior (lecldeilt. .nl oy ti to lte "xrent that
the value of sit"chi 'i'tt Iy is ilughde iin tiat part of Ith d,,i
fint-s gross estat' whinh it th( titme of his death is situttted in the
United Stales. aned onix- if ill determining tim value of tile t
estate of the prior dmcedtlit iGo (dtnutiohi was allowable uider
tlhi mnragaph, sect ion 812 (c), o- the II rrospiontg proii os s
of aly )riir At.( g( oiset of till ,repect of t 1, p },r ty o·r
pripIty g.iven itn 'clhng therefor."

(b) A MEN~ I]EN, , O ]ItN I.; ACt orI 92{A It;LAri NG I) PRopnIArry

(I) The ;-O ted stentc of sed i.io 802 (a) (2) of the /evenue
At od 12fi. I.s aneih-d. is amnended by striking (ut "this" follow-
ing -esate lax II..)ose,, lder'' itiltn insitsing in lieu tlhr'eof "the
]E1Vi,! Act of I!K3:2",

(2) The set-out ...l... If section 308 (Ib) (2) of the Revenue
Act (if 1926 1 as lnelenld,. is aulwl(ed by st{iking I, "t hi<t follow-
ing "('state tax iuplsiv under 1 alnd iflsprAiig ill lie) thereof "tile
Ifevenie Act of 1932".

(c) EF>FrcTIVe )AIr:s.-
(1) The ameiltie ts made yv inbse',tiol (a) (1) shall be

applicabhe to estants of deeedents dying after tilt date of enact-
Iment of this Ae, except thai the fi'eu- tlelein {o "I'll estate
tax InplORdi IliIfr t is chiaj)ter or ally prior Act of (otigress,"
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,ha , li app] itarlii e , it Ii ic-pert to st-tl es <if I(1deod(nlts dy itg
afir February Il, 1939.

(Ž) 'I1la! ... l...(h. I I.i... e Id, s-thcAtioll (a) (2) ,,shall X
appI'able wit], i'ect to estat,* of decedeiis dying aftre
Fe iriniar 10, 1939.

(3) The anmeiwi...ts rtiile by subsedion a)(3) hal
pflitable to etiats lI dQ(' .III dh lgVi aitir ii ate of enact-
rwii0 of this AcL. txpt tha the rfeence ii( f .i..il. i ll, il "n statl

tax impoci nlnder tibs chaptq o ili i prioiir Act of Colen~'e'e, I !

shall he applicable with respict to estites of id(edlnts dying
a fer l'hr!uary 10. 1939.

(4) Th'le 11imridmewit• /mnile by sih eisction (bI) shall be appli-
(ale weit sle to eslites of dlctcents dyintg after the date
of enaci tmentl of tile Revenu l c of 1932.

(d) ONiERpAYiENTS.- If the lefuld o01 led it (If ainy ower Tlm nynnt
to Ie extent resultiin g fiom the .app imaio n of su bsections (,a) (b),

in (c) of thlls sect ill. is preveied on the (late of enactrment of this
Acit or within nile year f;on such date, thin, notwithstanding any
oither provis ion of hll or rulet of JI w (other bIh, this subsieion of
this section arid other than section 3761 of the Internal Revenue Code
or section 3229 of the Revised Statutes. or <idi section n, amended
by set iOul 815 of the Re(ie Act of 1938 ie.t ing to co I pro ises),
such overjlnaielnt shall he rIefiid2eld or credited iti tit( sar, nItlntrr
,tS in the ct of ill estate iax (OwOuiliISI ollIecteld if (lai.. tliprfor
is filed within one year firm the dat, If enact.ment of this Acd.

SEC. 40$. DEDUCTION FOR DISCLAIMED) LEGACIES PASSING TO
CHARITIES.

(a) Dimt,(V1( N iN C.sKV F ( 0i114, tS A^ND Rrsrmzs.--Thle first
sentrohrc of section 812 (d) (Celating to tie &hd.i.II. fr chrAiale
etc., bequests) is a.....led by inserting Iftt, ' "The ailltoitlt of all
bquests. legacies, dvi.s-,. or' tiatuiers' tir following: (ichiluding
the intcrest whi'h falls init llV "lI, bequest, legacy. devise, or
tlrrisfie ias resuilt of al iirr(oetlile d([jlatrirn.r o~f , e bleest, legacy,
devise, t .I..Sftr. or ],{1owejI, if hi(I d i Ia iitr .. i istade prior 1o the (dbte

aresorib!d¢ for the filing1 of the (A:,[lr', llx r(e !' ]n '.
(b) iEDU(iTIqON TX ( t Is , NIJNN1 i tMKN Is l I!T ( riirZENs.-T me rt

sentence of s(ction 861 it) (3) icll tul to Ihe deduction fee char
i/able, etc., heqtmst ) iI aImumh' a,. i.s.'. a fh' 1I (d

III it I falls it rig a1y IP} )'lPtq , h!gi. tirrVIe..otr
trn1,f(' Ias a result of all Lyre'rif( llh' ,is(elah ..e.r Ir It ,elYlesI, legacy.
ltvi#, transfer. o1 power. if hb ,lischri.ner is umad, prior to tih tlate

lrnsribled firo lhe fii.-i of lie estate tax rMtlin)" .

(c) EI,,nTS Wiiit 14i :[.*n iO'IIV Hi A , M] NA,%,I, N , APeICAGAIILE.-
Tlf a...If.e..tI I... h l( . t his splti~ny slha 1 II :pplieb)] to estates
of (leedeits dving afPor Fehrmir 10), I!)V3}.

SEC. 409. DIENIAL OF DEDIU('TION ON BEQUEST TO CERTAIN IN{OIS-
GANDA ORGANIZA XTIONS.

(a ) CITIZENS IND It4ISIr N r.-S ot!ifi 812 (d) (relali ig It dleduc-
tio, for bi,(uests. e,.. tri (L'hil ) is amende.Iid [Iv in'-t lug befor(e he
I,;irh at the "d ,d tHe fir-I scneiru the C'lhdbj; : in aid nio sal)-
st ... il part oI III Iitiv of .l.. lIr I o tirustees, or of siic
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frittial sowiotv. oIdre, r aotlll, iY ml[Aig ol prlpagud,
Or :111q'ii* e htIfl t 'i lij.a t IVll ltoiltio ".

(b) N0IZNI:[>IN'IS N.YI CIIII:XI -. tIiO I{l (al) (3) (I] litg

In fo('I the [*IiO I* 1t at c od [ (hl, fist siictCl%1 re't : N, ,lilt]
'llt suiISt:n.i. a [atll (:I lilt ]II l ix v itoI ,' i Iiwl ( trI et I o r , lii ~to, . . of f

gonda01,o oth,]]'wise attl]1AITg ItI, mflllWltoi, ]egislio]".

SEC. 410. PRIORITY OF (CREDIT FOR IO( Al, DEATH TAXES.
(a,) ANM T "o ( ll' 'II 1 2 rfi l tI: 'I'x.-eion M.. I )

I ) (re It i j t I t II , :< itl., i of { "i iI X Itti(I Ut ldt 1924 Act)
is [11..e.im. led b; insrin gII li"l[l' l,w 'qvl I'0 i t -ii1 IlrS ilt t? CUllkOd
time the Cfliowh.ig: "(afhir dtdliitinig h4)1om such tax the crNdit pro-
VilhLd by sect IIio n 813 Ii) ' )'

(1) AXIMNENJ TO (mznn' 1)on 1982 Ni (,v 4 (jirt 1C¾x1.-
Settio(l 513 ('t (2) (A) (tial ..i[g hII t ledjt for trate tax of m-irt hax
pi~tJ iimok 2 I l or ('.i.. 4) is a]ellded bIy inSLlfilig afft!'

"860' WhIlere it oct,,m (the ,utaitilI t.... tlhe folIomig: '(iitef1 l ]ed(ting
fiiiim such tax thel udi.. pi.l dled lv - t]n s13 (a) ;1) {nd 1: I)

(C) SO PIER (ENIM LIMIr oN IO(AIc li II 'lAX ( o'11 :iil BEii
AiIOWAN<E; OF (GirI TAX C(>tDIr SlCtioM S13i (b) ( lnlltlig to urdit
for Ira] estt stiCeSsiftu. legacY. .id ih rl IitllPe taxes) is aIn .ld.de
i sttrikiing (hlt "{aftr Ldhu'di ing fr',n Sih tOx th irtdits puvihd
by c(ion SI (a) (2)) alind i"ainng in jtell : ievof e '(iltfo te, -
(hlcting Loimi such tax Ith (tlldits t ( roided by section 813 (a) (1)
ad (2) ) "
SE{, 411. LIAIL{TY OF CERTAIN TIANSFEIEES.

(Il)) L(ABIITY¥ OF I t TRsi IklE:. E':r{ .- If fie trix hurein iliiiosed is
Iotl paidi Ilen) dmt* the thet OIS(! JIIIIsft, t rustee. sul i] O
t(y liat. persort Il IOSe.Ss[..I0l of tl i1iolotI/ b ? IeSOn Of tihe exctiA,: [
IiOlPX!Zci]e, or of i plow,, ot IIip...]Irtinet, oIOr be.u.ficiaiyl
-who re(eives, or haI on tie dtate ofl th e ~]t Ift js death( propert,,
included i tIm gross estate limier sdio. 811 (b). (c), (d) (ei) IfJ,
or (g). to tlh extent of the value, at the timl, of th, dlecelentfs , det>
of sulh p)[l(pelty. [tall jIs pevsIwmlly ]iabhle Lot Sch tax. AtY poIt
of sl'h ]property s'ld by still s ,o11t, I';tfilvte, iJt'stee. slurmiming
L4hlflt :sin osssio olitV, b , Iilson of tilt! NIiN

[IltiuIIXIrtise Or relpas(! of , po51 of ' tj: itrnlt. o, benetlioini, to
it b iia file prTha,, oSr II ;a i latdeite and iill BsI(deratio, in ,oney
Ill' y IIO/!s worth sh]AL]] b, dlvst( of tht, lien pr, oitd ill sec(loi
827 (a) and a like hin slll tlhen .ttahto all tihe loIperty of such
spolUlls, ... Iirshee, tl[Is{tee stuir il tenant. person ill )osSweslo
Itmeiifhiar¥, except :ny putt sohi to It ;lain fide ifor Ia,
atdquat,( 1acnd full eltlsidlerat io. iII i t oney ( iolle)ys woxli' .

(])) I)FlrxIrrxoxINIF RiA NSYNREItE-.-StCtilj>11i OI)O (e) is allIitldBI Io10 ad
as follows:

"(e) D)EFINIrlo IOF ''LTnizXSflCT:F:-As used in this secti onl tle
jorn, Italisfrle includes heir, ]egtdet,, tiitwe. a(] distiibinthe. a:d
includl:s a person ho, under sectin 827 (b). is personally liable foro

ny1 p ll Of tlhe taX? ~

[[i i' [,~ W, 753 I]
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SEC. 412. EXEMPTION OF ESTATES OF NONRIESIDENTS NOT ('ITIZENS.

Iof o 1t(> of ittII ip i'ltl ht tt 1,u ) iS ;tieitltl il{ by llitltt ig :it 1h

I'^). F, JINPh .i.3Tl ,l)[d....i.. Itht Ypl I tI , IW)qItiY lte'roi5AY

katt,,[,L te setioin I0; () of tlh; Act.
4 c) iFri] t~lixs,-Stitioii t,4 (at) ( ) { relating (c relit ,, ..'. ,tors

of ,tIat', of nO IItI S l"ihII I tol II IZmI, ) [S ji 'll, ... tI to ti '
8

t d
8 fIo}II T:

" (1) R] T N;,t tr IjlT Y l¥ l ] (tl> r ,o i I hi, 0 1 tpof th t tiiC BC I (i!IV

lilnlrltidett not i ( t1ztn o the i I u i]T i lv ,In. t n pall If hose
griss estae sillale; iii tIIP 'illct States eC.Cteds flet ttitun 4)f
the isej'ctx.. . pn iiploN'idd itt sthiitn, (a,) (I).tlwc wel

tip shaIll iiIkI.. a II(!Ili tiiltll mth Ii utiili tit. I setti,[ng Olrt Ih (A)
th, \;d, of lIt:( I plo]t of th gor statetf th, eed ittate
ilk the llUnId Slat>' i ti tilt' ti of his dath; (11) tie deiili ions
alh/wed utneir s,.il.. ;I: (C) IIt Ndhe of thle nt cstiae of th}e
(jecede.t a ldt, u ill etin S(;I : (I)) Iti tax iM wl yabl
theiuOlito[ sucil part f sulh inltrmati'n ;s 'iIV lit the il }e
ascertaimlahle and slPh Spllenn......qt.Tl dala lo- ... ty bt necessary to
etablish th, eorr/t ttix

SEC. 413, PERIOD FOR FILING PETITION ExTENDED IN CERTAIN
CASES,

( ) PIlIOIi EN I;NIxI,.--SCT i oI 871 (a) (1) (h eIIing Ip,, I...I
for filiIll j)lion xith B,>and of Tax Appeai,) is ailteallel hlV insert-
ing it Ih, tnd I.n...tof TiIl fowlomg ti,. sciterlu!: "I the otic is
addIressedl to kir lxecitiot outside tih Siates of the 1lliOt, Ii.nd the

i-itric if (ohumbia. the peiod illpciiltd ii ilui~ ptraegraph Shall bI
1ill....ll lrdl and fifty dat- in itwo of nhinty d:is.x

tb) E~rrj iiRI )xI.-q II Pl ( ae IhIara.I~ t mad, IrV this setit, shall
jl lIppti]abl, i ith ] rspiCt t. ... ti.es of defi ie...y 1i'il!e(h after the
;itf ill ti1f ' nl ; (.t.. tlm lt ol thin A( L

SEC. 114. SPECIFIC EXEMP'TION.

,i) A,1IoTNI lI] ExEmI'IllrN.-SI--~eIqo f:15 ic) (relating to hth
tIXempijtiot fun the ]mtlro.... ,.f the ltlditio.il ellte l:x) is ktiled
by snihiri..I .tS I$II util m>*t znz, lit ] thrii*>f "SGi.(0110

(h} TIifINI(£,f A),'Ml.N... [] l litt sentltTi of .ectiui t"2G;
(I (rilating to liaIhily of life in> tice bncli}ll aries) is ait ... ed

SEC, 415. OVERPAYMENT FO NO BY W(ARD1).

FIll Vs(,iold ,etn(, of se.thli 112 ( etIi tog do ove't pwymlt founild
by the lBoard if Tax Ap, aI>) is II....... Ile hrikling ont "or tie
filiig of t N' t ptit... In, :e... IhsIe g in iii tIhtr'rf "or the inmaihiltg
(If Ihl notiot Ii deIfMitIy-.



Part II--Gift Tax
SEC. 451, GIFTS TO WHICH AME)NDMENTS APPIICABDLE.

cep)t "as otheriise exn'eI 5 oid. proidrssh imle ehdmslllllblts i Cl by
iis Part slhla be aliplicmabl oi I w ithi res'peel to gifts inmde i tilhe

cialai vari 19-Ia3 snI sicee,'dintig naihdri, yeatrs.

SEC. 452. POWERS OF APPOINTMENT.
(a) E:NEI:RL RI Iir.-Sectti in 1 00 (rdlatinig to impnosition of gift

tax) is ilmel.nede by inserting a thile end thereof ihe i,1 ...inig new

( c) Pow'E es (IF Atio VIMiEXT.--] eXr(i or r el...i.I sof Ia powet
if tpl)1)iiltillt hha [ e de,!eemld I tralMft of piroperty by III j iili-

vidtalll poStissll1g llsch ]m(iACo. F IWle ])u]lit)OS of ihlis .. bsectil. n
ile( tIr I.'ll.pow. of appoin l il.it Intill? alln} poer to, appoi t el''l iS
able iby an idiidIiialI elither alolln or ill COljuiiitioIt with lilly p.l.iln.

"(1) a )oWI to I poIImI Withlin ttlass whilih does lot inclde
InI ovhe ts thait ite s>(imie iS suh individual, spose of t{ic
Cl'at r o(f the pj(h\Vi. (]eh*I'eldas ii ifi ilhlii(ilfl of his Sp(molle
destpendlits (Cotht' thinat, -1iI itljividual]) of ite (,itolr of fth

in section 1004t (ii) {2) and donee s hscilied ill sectio 1004 (h).
A. IsoIl in this l:t-agrpl. tip lertil ;d, .ke.IHitirti ilIetihIIq do loptid
alid iHletgitifulte (elC.efid~litst aInd the tern 'spo...e includes

Lfoelllnle spt.le adli
v"(2) a pmwer to ap .. int withii a restricted clIass if such inlj-

v]ilial did not I'('P lily )lxfioial ilitres, vest {[ o (Ototili-
geld. ill th, imt)loirtv lirll the ('r;itol f I or lipf the Oel O tlrtel
at kllthI I i lly Il IIi IhltI'I'm. IlldI if tle power iS niot exelcisabIle to
Iny e xtnIt for i elt ! b)tfei; of 'in-i indliviIdual, his estate, his

ercditorIi or iI (icrditrs if his esttte .
If Il ower o tlipoiliit is ixeiises bv treatiilg . n olllle poer to
allppoloit. sl fils( )owel slhah lot hI co(lsidild ('I e(!])elI lint-i
piraglaph (1) m' (2) frtom the uMfintioin of power Kf applintnl...
ti tlt(e x ltent of ithe vaii of lithe opierty subject to such s,enld
pom' r to appnptil. lFor tlm pul)ll'[OsS of (the pre, ediin stittlite tle
valuie of the Il erty Žuhjeit io s11(1 second powler to ilppoint sllI

be its vall, inrdodlldue Iv all. predellt or ushsiquiit interest 11ot
subj' t to uich Ip',,I to applj ."i

(b) Powryas WVi-un RF:sii-r:(, VI ' it(i AmI ENoIMN'S Nor, A irli
cAIl.rE.-

(1) The amendteilnit.s mide bv this sect ion shall Iot ap ly wilh
respect to a 1ormi to ppimtl. ri at/ed on or befocre tile 1ab! of
ecin itmenl t of this A ct, wIihl is other than a powerv exercisable
in fawvo of tile di .ee of hle power. his estatez his iredlitors, or
thle cVediloits f hiis esitt, ullsllis such power is exercised after

bhe date Cf itvmtnvit of this Aci.
(2) The a ndi.....nents ild, bY is section shall not become

applieable wijtli t-slp-et to a power to alppoint created oil or
before thie date of I..... tment if ilis Act. which is exercisable
ill fivOli of lite (aliilt't ef ti toc ii e statte. his Ceredit..s. or.
lie o retm's of li, esate. if at stich date the doi ee of such power

171IV' . L."71.
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i.. er tha 1le gaOllibliiy to lel Ih J '. at i six ]ou . tlirs
af'i, th, ttriliaititi(;ii Ii h 1,'lflikd)lI. Fm he
,of l, p ( edlig -elt ii', <% ll ildi{'Ijil ii the ilitla i iliVjI
foreIIs If the IllUiti(ed S'lates shIll, IIIItil the terth IiIltII tt of the
ipre-ent Iv' be {Oltfi'id!lt'(l UIIL'V a ]lgld di(aillity to relealse .

I/roIwe, IIop I.pj.)t.
(t!e) Rlr h:tS OX: ]ty ,o[: . JN IIY I,

( ) Ak r'dease .f .i pIo, to ii ,l; ... int besr J:,nua~ii 1. 1943.
shall not be dI4'l,d a I ..... itsfer ol pIr..ieryt by I.. idil idual
PoSlls"]Ifg '1l1ah power.r

(2) This d11l]e'tti l/ shall sIIpi to a1ll akleidal yearns prh.i ) o
1943.

SEC. 453. GIFTS OF COMNMUNITY PIROPERTY.

Section 1000 (elat'ing to tax .n fijis) is aml.....ded I1 inisirting at

the em]d ther,!YI flth rl...ii IX SIbs',( iori
"I'l) (0NaIx NtIIY PwrO.:iRT¥.-AIl gifts of property hehl is colll-

1 I t lpro1 l'l)d4 t hi l' 1 If 1¥ Statr. rj'itry) o' poSyiml
of thle United Sktates, or any io'egn <amntl.V Shautll be considered to
he tlit gifts of the first..nd Lx!tpt )t it gifis of such propierty I
tipy bA s...i to14 have IIe] rl'ud v aV ..l.l... itioI ullf pe[suoIkal

,sr' c- i'tually rtee y tie wif, leie originalla fIr..

su11chi ... peiisationi or fimi -calate prqerty oif til wife tsilall be

aIsiii'd r to le gifts of tin wife."

SEC. 154. EXCLUSION FROM NET GIFTS REDUCED.

'Section 103 (b) (2) (lhnting to xclusion of gifts) is anai
to read IS follo S:

2(2) (OIwls AFsiEu I'::s 'N1i RIORmI tTo li943.-ll tile ease f
gift, (otl.' thlan gifts ill trut or of fltlIr ite]ists pl p
rtvy) t]ad, to hm m by the dolo.' dluring thc ali .a,
(iH, 1939 alnd sii'll!111 cale(Il:1 ?!arS prior to 1943. tile fit

$It]41 oi su ift, tl ich )e]' n shall not, f' tIhe [wLos

of ulheetitl (;t be included ill tile totsl alilt Iit of gi ft made
Sl Tlll (Qriel veal.

"¢1) (js ,']: n,--I] the Caes of gifts (other than gift s
of fijilt! initerlets i p'oj)trty) Ilt to lily pt by the donor

the if-t $LI'oo .f s'hII gifs lo siuchI> person sall iot, for tie
>I.l..)(ooS i f stI)*ttiOi (ia). [iD ii Ilhd t'iii i ll il ttl :tii ...iI.t of

tzifisl l ,it uiti' g .l.i el )[' lF. '

SEC. 155. SPECIFIC EXEMI'TION OF IFIS REI)ICE).

T'l'ht a:lrt of Isetiol ItoI p lihI pInr.t.tsJa l;lgtt)apih (2) of sua,
S"ctilm (a) is an..i.led tI ta] as follks:

"SE(. 1004. DEDUC(IIONS.

"1I1 ;,0iipuitimlg ittt gift- fio tIhe alimlmfa year 1912 :ilt

]l'ilglaih (xr it ) 0 H l"fSl mo{ (iI) Ic (eh tleda c tlmi a! . ' j"" m uided for
idjertltegift tax [1 ;ipL theti> i' h , tIi, gills ,I,
[Iinle.



"I1 mminl}tig net glifts fof i},i aleunla vr y¶4r 11I an .. Ib quent.
ci6 ltelid. earR., tI -haeL] do it h Ie all... d @1, dd iw1.. :

IO:sIDo"ENT.--Ili cfl 'a' of acilizello r id .... t-

I"(1) lpIiCIFY ))-I{ XMi''O.-Af1 (xi[I .. p o.. j $31}.i}00. I19- I
&lrr(ralt4 of t !e al] 1lN . is rI:I llll/ .. d ]d all ... ((l its ])', ]c(; ...11)

ti In i ile c( )puItilitn of iflt tlaxcs fit Itn' iatlenIa y01 11932
nd il Callllr1 yeal' illlit I'llt ing I..lb. It lc. 1, thai le71 lll...l, ynr 11(Iwi

tim "iiehiun' year for hlrich the tax is being cojplitp/t dillder lilt
laws applicabl to utl yeI. yI This eXemp)liOl s.ihi11 be IpIlieil
i : ll.It.. t 1c ill ,pfti of tel c:dc n i illar 1942 an1d pirevi-
O(" tis ettr - [ar, fil' tilhe pmr hie of Cifluilting tile tex for the
&alie](ha, ytl' 1913 o' (.al.. tr y alr I h jn fierLe

SEC. 456. PERIOD FOR FILING I PETITION EXTENDEI) IN CERTAIN
CASES.

(a) IUI]on EXr;NirD.-Sectil 1012 (it) (1) (relating t} period for
iiII~ /ltiII ti it], Pollid of lax Ax )als) i a...tnld yinITlhg at
tlc end tI'I(,i f tIhe f.1ilIv m iew n(. ',ritemler: "If the Ir..ioi(e is, IareiCed
tO a dlIOiI oltsidr difr S tIa i, of the tio}n and tih.e DisI riet of (olItI.bia,
tlit eriod sjw -ileid .n ddlis jii gll.rjh sqtlle[] [t1 hilndrled ailnti fifty
days ill liel of tiltey dla¥s.'

(Ib) Erricrvr 1)vrr.-'I'e nltl'Lll by this seitioll sl... I.!
al>)Iicabh: ~ithi res'... h> init ,s of ttll(cency mailed after the date of
tlie einlctlii'lt of this A\t.

SET. 457. OVERPAYMENT FOUND BY BOARD.

The see. ...d eiitLce ,Iof se, ti.. f27 (Id) (rlating to ove'payrrent
fil.. li y ft Board of Taxj Appeals) is utnll1Htlid ty striling ont " ur
tire filing of ihe petition" rned inserting in liell thetr-e "o' the unailing
of te wit ice of ldefciiey"'

SEC. 458. DEFINITION OF PIROPERTY IN UNITEI) STATES.

(IE) CIINI(AL A1MF,1[MENr Illl I)EiINMIiN.-HSetiifOllli 10310 (b) i
I...ll l(dI.. d to reaol it fidIowa;

"iL)) PRI'PERTY WinTIIN TlE UNIT)D S'AT^es.--Sto(k it a dt in, sti
corpjoraLion utntld nd held by a ilnontresident not a citizen if the
ULited States shall be (leen...e( l-perty situattd withi i Inc t Uied

Lb) EGrTyrIvE D]ATE 'r F A o 1m eiNT.--T-lu mnll inen...tt made I)y
this section shallI be effecttie :,, o FI .... nrv) 1.9M9.

TITLE V-AMENDMENTS TO PRIOR REVENUE
ACTS AND MISCELLANEOUS PROVISIONS

SEC. 501. ADDITIONAL CREDITS FOIR UNDISTIUBUTED PROFITS TAX,

(1) AIINDtII'NI'r'r10TlE I{EIENCIt ACTP OF 196.-I
(1) MSri~n 14 (d) (2) of tile lThlycnui, Act of 1936 (relating

to tefiihotiol of uilljlstljh)tlled net iln-olil) is aamended to remt

1I1t ilncofl nInus til. si8 of (A: thie, dliidid ]paid credit pro
vided in section 27, (i) the ,tlait ploht dicl in section 26 (c)
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re til ln, to restriction s ol n l.l .i. it of diV(ic .l.s, (C) excpi i)l
cases ,I'ere scItion 26 c (1) iy I iiplitabl. ti, defipit credit
JI"Oided( ill Mecti.II 26 ). Iand (D) ihe redUtin/illli crmdit
pirovided in sectio 6 (2(g)

(2) Section 26 (c) of thie lIxvilen Act l I1936 (rolating to
e['!Iiis of tWpColitiTl]S) is t m.t....d k iI,]d!j]iliodliw ]/ ]lbn{ing~ Ito
rTnqid aI f/]lows:, (,) PrEgWI{Iof I N, ON IrsuITN'[. ox lK'Dm $.--
an .Iv by iiienln... g }tfl,] :qh {/a) to load ad hohm's:

i"( I d3fcli ii i acclIlllliatedl t 1'allilil iiii pr'ofits a1S of Itip Il]OeS
of hi IncedilIyg taxalle vyeIP.e it' anmoulnt of silli tdeicit. i tile
cor),rolation is rolhibilhd bv a o)ro ,ihm oc a law .. ' of all rede,
,of I public iegulitm'o I).k fr .... pamvihg dinidtnIds dining the
existence of a dlicit i cl:iiiiIt]:l ] ailtm< p)l ] oiis, ti it'I
such prov~ison was ill eff.t pc ]'ior t i M i,, 1. 1930.

Dot ]I)tr criaUe. xIlrr dI'LALIIEiII. [I IInil IhlIl/ oneO Of li'

riedits plovlded ili the forngoiti>nI .lll: p)1 i 11 . (1 ( ), (2 il) i al (:)
aptly1. ti}ll Tict plagr'ali \l i (]l a ikm tie rleatIlct (rtdit shall
he applied: and, if the credit allohabh. mhhi¶ {ali pIarttj)}
iS tl Sale, 0411 Ole of stuc h titalt)phs sun be 1 apphled.'

(3) Siction 20 of the Reveme .tV If 1930t (rbiaini tO rdits
of eolprnations) is amended by adding iat ile 4>1k t hereof the
fol]owi]]- new SIllpqet uos':

"(f) 1)DI( IT ( 'iu:'r.-The nnollnt by which till aidjusled l et
iioII(! exceedls thlie tiil i of (1) ih( t'111'iilllgS l( ill ofliis atlcelintlltedt
afr FebiTillv 2S. 1913. a f f te beiri. itii of ihe taxale vea . ld
(2) the earnoiigsani profits of ti, taxahe oat (comoiuted :S' of
the clost oF the tixllitbl, VItil witholt (dilloiititloIll by P(I'ill of iliv
disdrdmttiois Iid I dIiig lnlt IlTllE yeal'r). FoL thbe nulpo}(! ol

thi'j s)iSoll alllig ia pfitis of fthe txabIle near vlql be coin
uted 'lilhlui dimuiution ll the ullo[l ot fitll, it q .. s.d under

section 14. 109. 103. or 351 io ,ll tlxablil yer; and earnings and
pl'ioiits nctlilllllial:4 aftir FIhriunav 28. 1913. is of the beginning of
the tiatbl veil:. siM] ble tbimhhi.li.hietl onI ao cf t of the tax uinler
sertioll 14. 12. 103. or 31 for my pli, tlxal e il 5on litb ti].
ialIrilunt of swli tafx as ioi i.te. p noer tirl nilmi'hllqits Ialidle I)v
sectin 5i01 of t1. Reviuiie Act if 1912.

"Qr) Sro'Tic fitEI:M.I....N (ntE~r..- ilzlilllntit tiiual to tihe l)Oiifo
if he I'!ogn gll re. li ell d rihi ilŽ ( tlxable veal nd prior

to MIaI'l' i, 19]W 1I'II li( SŽIIP. of, otiti, iti<lŽ>iI of-}q Of i il
[S,(, ohlilih. 1)0Hl. bilt tO a ci' t'IIt. Wtllpl IpisliIlldI >pl'o to ~r11r'
aire to st tlblrtldlI(!s itn Frd lr..ptio ill bII()l ... Iii n)it' 4] p e r (l'd

s(Ao, uinI which is n.t IfothitiwS allowxabL tai Ia tdl'it nrli i..n.
otlh,r piii... ) rf tllo s ,eltioi or s.tiOIi 27"

(b) li( Dbvrl I) TE (F A3NIDIMIT.--[lh 'lllhlotb iId muldp b
11l f!tjolo (a) Tholl be eficutivt its of tilhe dall Of ihe enactment of

the Reveiru.e VA, of 19!6.
()VErIT'AYMmx'rs.-TI th, rHfiil ..I 1 tciit of lziy ovoi'pavlillt

f I aiiy aXl}bte ria. I', ili I( tiSlIting fm['( ti.e at)i lwtiim/ of
thii< f,ctio,. I, Isr( eilteld (Il hol lie of the Qbiflti'llnt If 11ii Act or'
Nvithini o0e Vea, I ..'.r. "l, lat, len. noi witih-Shlingd any ol ihr pIo-

isolln tlf IŽl\ oii u h ofi I Iohtl.e.. tlh n u iiiilli silm> i,.l.i n .ii ( }lI ]?i4' in
section 3761 of u], Iintern m I eleir (Code of sotlol 3229 f te



R,\iJedl , 0atule,, or suct sotul o.s n, IiieIIed by s;etion cI,-) If tile
Revn ...el ACt (I I[ 10] I ~ II h g tlo (llit..I h'}l....S. I'll-I ovi'Ipayment
shall )be r efundei itl or 1'1110j iti lli h i.... .limlit i : i, ll: li l'-( Iof III
itlCOi ew t;ix l cr..n.. .l t ty tIletld 1III(l', the Re%'ellit Act of 193( if
e]limn thiAvr is, filed within one Vealrf mll tdl dlue o Ile eIllnactimnt
of this Act.

SEC. 502. STAMP TAX ON CERTAIN INSUIRANCE POLICIES.

(a) hll,'osio O¥ 'I.xx.-- et h (ihainbg 0, sAln, tax I,
policies issued by foreign iiIrl('s) is :I.l...Ild to lad as fto.ws:

"SEC. 1804. INSURANCE POLICIES.

"(a) I NSURANCy : POm:IuI ()TIIpm TiLAN LiFn, AN, INIIMNI'I.¥,
Fi)rll'y¥. OR SITit}iTY J,1N,.-O, 1412t)h p vicy of insrl nel'l' (oilier ]llthan
life). iidi'nmiity, fidelitv, o' Iuety bond ), ,or eitilbat. bil.cr, , rcmcr
I, I11 Ill(,rallHlB. clIJi!gl a I;I. letter, r llti, il]triri.lll (it
Lv txlmtqver nielII Itd imnmrlftII all olwlga-
til f th tilt' (If , il .tv. llIitv, tl uetl )nl. s
CitllltiI(l, O. .l'liri ar tii11 ... i )l.tisk. dV ;I',sltv
or Iihilltits phtll y o r lily "ithin t., t'nild Stal,,. if i,+e41 to 'r
for, 0r ill the Jl10 Of, it (Ieliisic emrj"oiiin... or prituershpi . or ain
hlliiVid(lal r tmsidi'it oi tin IUniti d States Or with r¢>I .... to ta[(rvi-,

risks. ,r liibiliti• withlin the United States, if issletd to or for, r in
tle ' inle O.. a tioiwigni 'I..o lil1tihll . f 'i g11 )pii tli, liiFh I, oi InihlO( i(l(hi t
ilidiimil, engaige[ ill i tlad, or lhiisii, ws ithin I it U.n ied state.s,
4111(1 if tiln isiureri is a n>..residetll dille ,(]ividiil, I' a m'ig part-
nrshlip. or a foreign ttililirt h, anl if suIh p o licy or thimp miiir
iii..I iS ioit s.ignii o iOI1Itglltrgd il [Ill Aft i g('Olellt if l1i isil(

i a , h [te. Trrti. I I istl jt of[th 1mdio Stats ] thi, s (
11ch insurer iS atIthirized to do Hhimsi,, [I tax of 4 ([ ti'n l

"('b) I1ie lNLtRHAN(. SJ(1(NPS, ANI) At iNI'DN jP 1, ];. ANN

tl'11{:t1or ('~t~t' ilicate, bilh~lCeF (ovt rlllg iiott, iv. ceilt . teHnliranth ..'... n I,11,
Mgrain,. letter, or othjir iiisltiulHmlt LV what iiir InllIe cell([ iierebx a
oniitrat of illiuanmce Or all almiltlhtv cOlitlillt is muade, Con.tilil/d. or
Ii. 'ld with tespetI to tile lif, or hazarld lo thle pers(o f a vitizri
H. 1,sithut of thie United States, if the inhsUre. is a r....,ide(it ie...

indlividual, or a Ioreign pltltii'lhiip, or a ftm'ig, c('pjl)IiltiOi., ules's
sluch Ib .cy or othleir inStriiint I, s slgq .. ' Ir ....ige... b II ohlfi,"
No aIet of the instr"'. ill a Stnt(te 'rI ittoi . 'I I )ist, ,l I tll [hijUht,d
St;ates witllin which Siegl inslI'r is Inthmrizhl I, tir business. or Il..le,,
th ile ilo ll i8 subji to tax uIdtljei s -ti'i 2H I taI of I cent (on1 (qIh
(I ][lr or fractiololl 1)'it thi( t-o, of ti,' I ' ... ]..i.i.. (ht...IiIld

'(C) lIEINStRA'N E-Ol- I ' .b i 1 I li'iItiisliljlt'(', Irtifict(,.
birlder. eivt11i ..O.l.".rieceipt1 IlQIlhlCo'ttmhth... . {:aft 411 1ra letter or
otiler iiStrltlnl,,t 1)y Ihate¥Oi [ 111111t tailed xx h, v a c, ...toilt Of tIill-

lIhtWIi~e is udt .... llmiot/ed,. o IIOetl igiiiivt. (Pr Wilh [ ,
ayv Iof the hazads. risko IoOses, ,)r ]irbiliets ( r(t(d by ( olrltlaCts
des',ibedl iln sistellns (ai) arnd (b) of Ihis section if Ilie rel...rer
is I1 ... l.e.iideil aliit' individalltl. it a d Ciilg :llii!rs[}ip/ or a tor
(dgl etptIl',rtioll, 11ll if S,',I, p)oliy or ItN1e iliSi Iiihht is I.il siaiwd
or Cuiiittersignttl by bvia oftl l(' OiIzel It of Ilie ro .h...t-r it, t N;A'.
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',iliiv.m , ')islritt o Il, I liled State, iihit w thi c hi h rei n
,tu[l i' i lil l.. iZ. ](J..l to do 1,itiii'-S. ;I ax I Of I (ll O 1 i C dollal, or

fitctionl/ )nllt tif.....i.. if lil p toilliii i¢ih; p"r .
(dl) Xl' I'l I i-ii this sI cthI Io--

;lily hlfli 1li indemnoitytri ;.. ~ in. 4 l e" 'IH hO SbpIal , c , "OI"
lO)L d of 0, ¢, l il v a ..II '. aiti li1 hoid. fol the dlc cX'11t( i llllo
o(11.r i / ,q fori1mIn i·. (i II(IIli i..l.l ntil. (..i.i.jg ll. (iO i(&1t8 ](qLCt, o"
the do1i: of ally (ibI' 7ndti U a*IIr ]ill lsli.o ,v
rII .. ived le vlitu. thielof, whroi I pielIhitll is chaligtl for the

IX& I J li ofii sO ii $11II od
"(2) iThee. telr ;imelmo' I inch tjludes iany pI'soi who shall II t.me

bo....It by III o}bla'Wi .t.I. .. f the hatke (' I .n i .......ril, fidelihtv.
t 11 4 llllqt bolli w'I ', ;It Im h itIll is r¢}irgti g lf .1 the ..c..Il Il,, of

l h ~, o ligall- i ......
(b}) 1)AyI IS I ..I AXIIT(T] .kM,.NI)NIleNTM A Akiit ,.-.I[i ]

mIIl(tYIS Y¥1(i( Il tills s((t ...nI shall pp l y ito the ... akhing. o'titlnllvm...
O[' I{11(1'iI Ifo it/ tralo ( . '.rl}~ hI l or aft, theii firth ¢liv of fll~e I 'tb

nilll tili InIll iigils lort.in I 1m itban 0 (lst v fife l the tiate of tile iie-ll
illnit of this Act,

SEC. 503. SUIT AGAINST (OLLECTORI BAR IN OTHER SUITS.

S,,tti 3772 (r n l'tloilg l, Sulits) isarenl[ed bY ilserting at the end
thenro tie( frlkowing mov SIubset tio;n

SeIl) Mv's AOAIN ;T ( O.LtnX:(It A BR.i--A Suit }gtls a Col klett or
(or former ('Ilttttor) or his [persnnl if..('s..loitit [o for thOI( reeovir 'w

'I ftuv inteital II. '.vt!..... tax all"gtd to have eiqn erI'......) ISI ,[
illt-gollV %kss( i ' ( colle.'{d. orI f lilm pDil/ty (*11iuliedI to have been
cdIh.'te,I Witthout oat'.tx. or A` hg 'llhtIl tillego to ha11vy eithih
,Cx,,s-ivt, or ill itllIV I1111lhli w irtginiI h etolle'hd si t11 be I'tatted as if
the Iiiilpd StaIes had II a party t{oq il suth Sitit, apiplying til' d1(o-
trine of res joiitt ahil all uits iJltitultehd afte, JUitm 15. 1942. itl
resl, rel of llly ititlTIil t(,.ilI... taX. aid il 'ill pordj? 4 m it, th
Bfoard itnd oil review of ]e'sion, of tihe Board ,ele the petition
to he Board was filed after tchN fte.'

SEC. 504. CHANGE OF NAME OF BOAIRD OF TAX APPEALS.

(Ia) T1'i. "'AX (!oi I/l OF Till, t NI'ID S'rivs.--Effeci e .n the dIa
afitv tint dlatle oI emn!i. ! I O. .ilt s A tL t el.tiAloi I1(l11 (tittifng to
Statit of Bole'd rf Tax Apjtabs) i- ainqdl'd l le ms,,ing at ili

t.. Itihu',,f lhp folbli, ] tt l 4{ tti &t': * I!I B1¾ittI ih btl ' known
}Is i'rh Tlx ( ,ir of 11., Il titeIl tni tile I m lulrT- w... f
,I~hi Is' knot~l as Il,' I tl., ing judg, antI the jdtgi's f liTh, T',

Iof l 1nijod Sti, I,

anti dutie - If hIt Tfx (Io......1 Il Ih, niitd hIles. jt' it, d ilio's antd
its ,ffhi,'tr ts a d tnpeiiJ , h,'v t f l t.t .lhl.rIthl...(Iit .ilt'hlthlL liii' dls'i

]afiml of ils md iti l...il.... of fie .n tw' i. t....I., of ie, Ii..t'.....
hltiv l (]ih t . f o ld pr h'e ...... Sf t .e' i'hil lin jliii :tut'Ild jitlres (If

Tlet 1IIrIlx Come lC h U[ lied ' l 1,111 Ii l I/ Ill, S lII. ; Is .xit gn

I:lisSio(,.- shill oattilll..e to bet' l*l't iii 1) . (Itl' saiet s t'oii11tI in
[hp Sihtlit' lllI rTl b('f{Il, till' ('ut t as Ihe' }iis hItrelf# .'e bel, ,vj.'e-
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nted r in proc dlu,1 Ihfm . l1,... I if Tax A:lqa]l and ti!
t:Ix[>ayel h (I'tl i 0u Iit ... j (('J]IlI , itl lt [iei
(oC J)['Itiktl It (llbcoe I b; the ( ....rl N, i ' 'li ifid It.is.. d. , hal litX

lO(!Ill{Pll (jlis]i?.... hl) pl'i ' hi , I ,lfo, e , '-{ h . . Iii 1 S{e of his fill -(e

Rmk) 10 lvE rF,.--ll 'e['!lImll, 5 it, lilv S{t{IIP (,e(il tI tiS t t t-i
tiOH), Ill il t IIV Jit(I . 'Ci Il I onll... .J 014('. III i411oir( of x
Appeal$" or to hIe 'h " d'hen Il)(!1' ill tle !sene of "Board of Tax
Appeals or to t1, ii1tIl'i.. tq" ', ) h.......l.it'lt..ll.. .. ttliof
slit[ IllI c)IiSi/di'{ d tob 1)1, l:on, to rht lex (!ot llo f ih, Uoiled
S~itls, the judge, judlg, :td rcsidi.;¢ j...g, iWMof, rIsstwetively.

SEC. 505. REQULIREMENT OF FILING NOTI(CE OF LIEN.

Sttimi 3672 (aI (Ilating to [Ptit I'tihuit filing Im.ti(re of lien
for xts) is l d to eat as, fol;, :

"i(a) I VALIDITY LII.;N IFIIIo i iN[ ICoit-$Iuc lien shltil iot li
validl a1 an:NIiSl iD/ Ioml'tg;ilgo lgi]P. puitli, uluht. or jillgttglilt
Cre/dlitor nrtil IOlwe thlj'oif ht:> )tej filed )y til (ollector-

'"(1) ) [ I; l'~~e it FOllf/)Rl IL LUWS.-iA Ill, oJJLce i wil~l Whie
thli illng 'If such notice is aulth)olizd bx the bl of the Stat eit
r1li tory in whillch ti prol.. . u11hpjet l. It lite ]i is sitnated,

wen'el· thle ,Stale oi' 'T'lI 'iol I lota, by law authrtmird iIe filing
of sncwh notu ice :hi ani ' .lithIliv tht gte F or Tit ...'v o

(2-) W. II tliK oI IiR' D-I 'lirl-l tile IlCO" If the clrk
of IIe UflseI States district otrsiq for tih, jiudicial district In
which tlw ploperty tubjt to thv liwo is sit...led, whIet(Iye tile
state or Tern'i .; i:s n11 I by law authiorized the filing .of such
lioti!e in Iil ,111Cc wilhiiu t~ieS'liie e o r Triti~ryi o

"¢31) Vi,,] 4I qIHF IR"] ' ,,, tj I SITED sTqr¥ls 1O)l/
TIlE fIlTIF(r 1° ('( MI',IA,.- ,i th ill of th, 'J,'k lIf th D)is,
trit (o urt if iii, Toiled Slats, fr di Ditict f (rIn . if
thet I)oItylty subjet t l h Iwo is sinltil II tli, I)ishict of

SEC. 506. MISCELLANEOUS AMENDMENTS TO STAMP TAX PROVI-
SIONS.

staU Ilipi X o', 1 [EIlrllq i f A ohl])..i1. oblig:iiioiis) is .I.I.fl d l l I...,.qit
nog at tih enI i Id(i',ff 11,4 lflli,,ing I. ..... t ,: "O)hIigaiioum
de.I]ibrd in this stlioit ismld IA' ltl... I 4I'i¥'r 1l-(, it[ }lriki,i1ip v.
a ... iIllt~, or ouhli' plrsmt hINvi }Zg tI s{;to of .i /,(IIt(v I. Ill' (halge I I
the allaris. of :I I I 'ih =ItlItiIll. shall. I.J.i' { h p lnlislsIof Ithis tll epjrt
l b i tPith4(I J10 Eo ' I ¢ I ); {t ' o po t i....

(b) THAtXFFRs ill ( )pF:RVIII i II Lx,
(1) Spetion l]S(12 (( [ '] it to [he "iltai Il.. I) 8ex on salh ('s-

fcsof ajitAl i k-l) is I.l...l(l.de bY inse(,tlhfg itothC t'l thend t(0of
th, fi(ll..l l 1D~ I Ul"O q /]

''(C) T'URAN1x.iFE. B ()P[.l/ loriN OF/ LAW.-N.o dIljirv or trinfer
Ilti(del' s iIblt/ ti L ol If lIi , . LI./ii ilj)Ilp t l( , Ill - ,Ix} ll ION sm.i

;'1I) Floim def:drlt to Ills "((ulI'Olr 01 ihii..t. O.
1> , 2 12
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"(2) Front a ainor to Ils gllarldian. or from a guiardian to Iis
Wali Upon alt aini!Ig iuaj[1ily.

"(3) %.tn111 il imlepereit to his coniiiittee or sim.nriar legal
I'e )Pes~t~l~atlx il' I.o1 1a coltul/itteo or siila l]gaI ()i'tl(,llda-
fi .e to a hIr.r.er in(...l. )ehIet uI oni eIlO..I of disability.

"(4) Front a bulk. trist (OfllI~flllV. finai.iali insiitutin. it.S.'.
anm:e COi]Llpjy, or other sImltia (INitiv. or I"ouline]' custodianI. (ot

]i Ill.... n ltla itblic ollitl i' ('nll sll ; l, Oy !'qo l fld ig
... ed lf 'lbllA i ,l. solu o { tmomlllll ,,iIo}l 4W b' a t!uit. ill the thiking
ovei oif it, assels, in whole or part. uIliir State or Federal Il:

reglilotllg or ip lv)erisilng sit1h institutions, nor upon 'elelreivry
OF ...]'H.i' flV ily 5111!] a ] 'iafi'!e O] ... iIc(,e$so[ therto.

'(5) FnIn l / Ia i, uptkll 1 l )IIpois ll r({eivrIsllip dlie to iioil-
Vellt v to the I'iste, ill bankrtllipltc hP TivllF froIll slueh ittseivtr
to sulch timste, or fholn sit tirustee hllt ... II('eiVtl!. nor "I.O.l
redelivtiy r I tv.tta-sfrt bvny iIE suil ta'srllllee oi O leite
theleto.

" () F,'oni ta isfeiee under paragriphs (I) to (5), inclusive,
to his SIIcessor Inti tg in I ile liam etaplsity. or fioml cn' smlih
sic((!essor tO aLoither

''(7) Fion a forpign o..t..v le at , oinl thereof to the United
States or aly aIlvlev I heroft or I to tIle golvleIIr.lI.ll of al¥y orqrin
(rl.lil Iv. 4liilt( ted pu .'Si.lit to tile allihorltv vested in tile President
by sertinil 5 (b) of Ihe Trlading with thi, Enemyv Act (4(1 Stat.
415) Zis arnImendedl thle Film- War Powers Act. (55 Stilat. 838)

(8) From t1tiieeYs to srmviving, substiltled, su...c4'eTling. or
additional tuistees oI tilt NIsae trIslI.

"(9) Upon lie death of a joint tenant or tenaint by lhe illie,
ties, to tillhe stUrivoI l ol sil' .O>.

No exeInpition shall be glanlteld unit this siubsetion unless the delivery
or Iitufer is a..om panied 1b a rerlifitate ~'tting Co'h Slwh facts as
the Co.nli>ioier wi.i.. thile applovval of the SLeerttyily mlay bv iegula
tioln imscribe."

(2) Sen lion 3lSI (Irtlfing to sIles and trinsfers of bondls) is
ilaneiIed b li insItig 1at it 'id tlher'of hle following new

{ TRINSyFEliS By O(PIITNmIN x1 Ltw. Ni dvlivery or tiransfer
Ii'l'we sllb,-ectioll (a) not olthlwivis xinhltt shall lx exenllpt because,
effctd by operatcion of law. The tax iudIer slubsection (a) shaill Ilit
be imposed uIpon any dilivryj or tram1fel--

"( t) IrFo . dCcde 1 nsfllt hiis X('itO O adhiihisiordliitistror.
'(2) Fronm a Iinili .. his guaitliai. or fiom a guairdian to his

waid upmi altaiinilig m.ajority.
" (3) From art ilecot)teiit to his coninoittee or si..ilr legal

reIr esntative.I ol frolml a tol..oitti eor sililial legal lei'eseOta've
hI I -roiIIr c ..C.a iietent 1/)n lle'e1ovl Of disability.

(4) Froml a batik. tltust i'oi pinvy. fin ai.cia l institutlion. inslr-
altl! cO/paliVl. orF other simillar entity, o liorniile, 'ustodin, or

rI'ste, I ihere fo 1to a pbiii ic ofihlr o( Nollm/ . siol,0 o)r pesol deig-
uBited by sI..h 1 flcer eu (hr (imihuiSsion or by a (ourt. in ille taking
ovel of its assets, il wmhol, or part. indtr State oF Federal law
regbllillog or' 1Iiervi ilhg 1' is iitllltio,ls. Inor uipoi redelivery
or relt'atisrer v loill Sitrh tIallIIfet il sit eItsor thereto.

IIlP , xw .I2,
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"(ti) From a I l..H. )t Op jIo 1 ill h , ,ii<L',yhip) d II) illsd-
{l/,v to lbll {li-h ill Iilll0ll/, I. llo(44 iI. hloll I mi h ri (!iV(l'i
n tli tilt,> . :h+,, oI f - /11, 1 tII' {4I, {O SICE I(?uei¥ , ]oi Up...

t hl'l'e{ *I
"(6) Flnom a tianstire' u trader p,,anga1ups ( 1) h) (5). ifclusivo.

tO his Su II 'I il I{ HI tm I ,, iii, % lpiu 'y. Of ft'.. l i.. 11t
Jli(tOsI)i to nothIl',
i 7() Fronl a foigin11 COtlrIth I)v Il iOl l It l(ttl(ofl th U1lliiild

St Ies or a1l iweIhllwV ilarole,. o] tO l]l govliltllttil Of aiy fOlal'grI
C l0tni',i Iirtc(d14 1)IIi l:.. Io the I.i.hotrit, \(,t' ed ill t, 11 )l( i-
dentl b.Y WeiM' 5 b) 0f d/th 'Il'adhm ,iih IIl EmImy Act (40
Sti l,415). as Inh ite by the h il wir ?owors Act(55 M It .

'(8) Froill thi stues t(o Snvi i g. <,Ulst ilted, sItacce(lingi, o
ladditi ional Itlstes of ihe sillie tilr't.

"(9) )1 pYII l' ,d athoit l l[ jo l et uiit ( l O 1 o'i' )t .. y liI ni]l{ tios.
to the survivor oi -ixlo.

No exellption illhlil be gldalle{d uiilid[ l{K- 0itio uInlhss th]. { {bl .r. or,

(,,rim ,imi, (Ii the ipro..tl oF Iw,)} Sid n(ii. I[Iuv by, ,ilII'i4.{n

hd "oid, _'bii id g an in, )01111 i<'cOicotios (ncolia and thim win-I,
so v3ings anld Imi LIsoiati ...s. cooptatI ye binimks, aud lowit,.tl(

as sociat oul s
(d) S[r'l}l 'I x E }M]ll'i]ON o, ]1 UF i( fl AND (C(IR VilA R[ RO 'GN[-

ZATION sN BANK kitl(CIY. i:T(.-SeCti jI 1S e8 auit ('f) Ir' atitg
(1 .XTXI i D[ IX [ijiii ikal 1diad CO1li ate q m A]izBtionib) ae t endtdi

to rad ,, i lkws
'0V) (C(ITHIfIIATE fi *lio){IZALTION S A B) AND Rl1W W~lAtZNId OF RAIT,-

{}tlti aild the[ pbjrixisi( oli[ of s lition :1481 noind l 3482 1o ChiifP'r wl'1

Plani or le",allizaf 1; 1 IOP 1i(jIItl ... it
"(1) (2014P1HItN ttidimd Ihi it l'1tiletl kit Act toi estri llshi it

unla li foillid ssl,. l o i fl £huii hii jit [llmti hlul l ... ii t .i ITlii Slll10P.lf
l()pipti(ull Jl 1 lsts. a~ iwJ;IiI.

(] (2) " Tlk I ()x oll( itN) ItI ilt ip ... (,!l , IT1i OitI
i~i{ I i lilihoad 1o3flp rtTI . IIt dl ij d l lio 77 (I)) Ie

lIX ol d ix lir . Ij1f.. at liti ~ '. Ps JmiI (I I i(S O {I{,11 I {( (3) if ithkib A (t.
if Ill, is-htt.(.. tia50,1i o $ 0 al1 (If o(fitiCs. F t IenIkhisg.
shaIl0 t ap~e Xett i i!, 1f ..e Itll, oulf r oral,,fxi* llatiI ! e o i(!c -, iI. )

(te it k In I. TlvII (.. IN it f(ing 'if t IIIr t Iiof I I'ttlt ,' ' I ,

rnifHoil' NI) ,Fl INO (N);llktijlhsnls W1111 CLIC {Ill' hIcl ,l

ifRUST(! Fus N Its-'Set, ion Ji'{[ (OgP ) (.i.. of it](' is aor [itmdd y
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,tr ilingmL "t (:: nnd s , h I if tf "( h)" and Iby in:,rtIIg

;(:f) ()ItIRS OF Til: NI:I TIirE, AN D EXIN C I
)rOVisoitls of s(,:lioisl' 1801. 1802. aid 1821 (l) of this chapter anl

Ihe I)...isif3 of <'dim. :11l nd 182 of Ctaltr 31 shall not apply
{i t je ,lssuamwe irqP'v. or i'x(!ollai/ge If seKliitie of o lonking (r

(1,1ei (Iv of COvil'%IHs.. to Iakil(e pI'i¥e ill,,, ldier ,If the Seumitios
ai...d Ex,'lhatg iCio..i. :ii h f , Mire d in seclioin 373 (a) of lChapter I
Ir'oe CI. hati (1) thI e odric lf, the I Im reities i.d . isIEximinge (omi-
?iSsiI. ll O),tqJitqiie tO IX hlih futh is...Iiltce, rtitllsfe,, or exthflIee, of

secrllites Il (l o lr iVeqlnrt p LI, aimalk '{ilts tlilt SlltII iS~lllle. 1 ln rlller.
o1 eXlvhultllt!ie, 0O l' loal' lifo PiVPsglv orS t nci 01' ;II) ii ilt to fi-(,I [ute

tI'l Jr"isions if setilon 11 (l ) of lthe [ubIll Ii jil lhtihling (Coioi-
i.iiy icl o,f l1ti35 t) Suat. 820 (U. S. (C . Tith 15. se. 79k (b)), (2)1
Miilih (11' l lsl'eCi lt* inll it.l.nilzes tIle s,(ultihes aId ithl U pr ope rty
whoch ll oid.l'E.l Ilt be smi. ersf'lrdd. Nhal)td. oF conve, yed,
ilid (3) s1Kh issllnlt(% fIstSh.. .I exhange. (f hr co IevQ lice is laIdle
il) obedic *lll to SLI(iI ofire r

"~(g) ComvhlN TusT Etxs. IT pro'isions of sctirnr 1804 (a)
shll jI o1 appIv to tie isul II slnlais or ofii icic~ut of i tomiiolii tiiiust
.dlli :s dei nll in sect on M..

(f) Ex KM Irit,:N OF I NImt): S{hVrPS, ETC.. Fi' Si mI TAX Tx.--St '
18(f) (a) (,elating to pwrsons liable for Inivnmlnt of slamp tax) is
... t..IQld by insertiIIn at ; ie end /I hlerOf the folioWiN(r lil, witeiit{:

"The United States ort, any agency or Iinlr.n...talitv t'ereof shall not
hIe liable for lhe tax with iAtsect to anll i'ntormieit to which it is a
ply , and llixhitg of shIlp s tlmerty hlll 11 lt be Idee...I'd aI .IIH..1t for

iahlee ithee 6r...'......
gi ix WhihmY be c-,lt bi.r( (g)iY x'Ii oO . N [o. .. IZ.,41PK llll ' i T1AXtL;.-SreCtion

8;II (a) (ierlaioii to ifihmpitioi of ti'llISf(' t/ax) is amenlled iy
striki ng out: "'4,ooed / rtmr//i,% 'hli tle II, sihatll nol beII ilmposed
of deli eries or trl'lfeil's of blds in conemtio wiflh a reorgaI/izationt
(as defined if] section 112 of th l, cnw Act of 1932, 47 Stat. W1)
if liV Of the gain or loss flriHi. ti, exchlanfe or disnlihibtion involved
iI 11e (I ' (v,1 or tr'allIisf, i, I or r,(elg Iivil'd Ili, lII,� ] I I II(Jim' tax N 11I

Ifpp, ( 1I able to fu, Vlr i iid thII ilIvity or tfe i 1 irs i i.l.de:".
(I) IIIN INFi IFP' Ic W i lt' ,,i'U r I, \V . , liA :if ENx II YN s

(1) The inendilnt of sttim, 1801 by bseItion (a) of this
$Thtion shAai b, alppIwI:ble to obligationts isslud nfter the date of

ihe emolI init I Of thi AcI.
(9) Section 11802 (c)I I ll% vl i' 8481 (h) tIhhY Iy siuIbsfetiojo

(1) oif this (i nnA, ehtiII Ib a1 i h1ilt iN o dliver ies I nd transfers
01 (OlOtier hle thihtltl' iday sIftei the ditto Of tile n:mtrtfellt of

Illis Act.
(3) the .i..ltd.i...... of Id inI. ol0S (cI IjIi(lh by snbsection (c)

if thi, l 1eelion hal J hI( aliahIlI n stocks ltlld bolis isstud or
{';t 1< v']', fl ot' lil' f iti ,O the fqikiCtu I.il of thisAct.

() [Tie amtendnmen lit Mion 18 (e) tiatn (f) made by
slibsect ion (ml) of hi> ewtpi.. shall be appiljabhl h) the issinuttlee,
lIIIulsf(PI. o xchi',g !f scI(11itiet, or Ite t ..n.khimg. blivf y

or filinL of a:tIIVI'il fter I]h..enher 3I. ]Ill. in t ('inIst
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If tlhe a....IIII([I . If ..c..i IJSI( (P). n anI l f ,ter li date of the
ICi,.iii.lht (' t l IVI A C., ill tillhe {Is ii th! iti, liq)ll, IW I 0 f S4 *Wtli itl.

SlKt (t). Setti,. 26(i1 h, NtnI..at Banitupjcv Act (U.S. C..
Title 1. S". tiii 1;7) died an other !>iosmIin of Federal nw;
iljb!fallI iS it (co l'h ' ionl flrom ~tinjlll i tax with res pt
lthe is>-cIm . tmi'afc.o i 1,x ige of hlrlJlt{sP. OF l.. .. l.tigk].

dlrixy. I t fiing if &,IVtaaItt's, ftie five years ftOlm (tI, dat,
oIf clliItli(IJtil ? thJIIoiv ht (If IIh ])Jp I of ]eorgnIIinntiCl o1
aidjuistmenit, shall le mapJ)icab)e to tire IsstiaCC. thIIlra r,* (11
exiianwe If seIH'iltl:. 1 th mtaking. delivery, or fiung 4f
COlII(%'aNIje's. after tlhe hlat 41 ied ('Hle l ltlte f Of this Act.

(5) A) Sectimi 1808 (f) added W Iy (e) of this
scctinti shult be applieilei, to tile Issuianee. transfer, or exehangte
of seur'ities, Or it l.. ... nking or bhivelv of (olnVevalnct,, ifter
the date of the cliiitnent of this Adt.

(B) Stion 1808 (g) Is, ( adde by sibseetht (e) of thii
Solion hall be applicabhl to SmI s :red certificititys issltI after
tbe date of the enaitlienli of this Act.

(6) I'lhe 1111c]PImIlhht 01 "scLio.. 180$1 (a) iliae by subnectio,
(f) of Ibis sctilon sirll1 be appjliceable to ifinstrumentllle s to wlhich
file United Stale ... any agglcv ,Vi. ilisim11eniltalityv li(reof
becomes aIt pItiV after tile' lale of the ellnacinlurt of this Act.

(7) Ihe amn . IIc. of s 'tiot 348/ (a) miaie by subsettin,
(g) of this ;ectlion shall be ap licabh to deliveris oor transfers
afrb, the dait of t le iiait.i.tnit of this Act.

SEC, 507. TIME FOR PERFORMING CERTAIN ACTS POSTI'ONED BY
REASON OF WAR.

(a) A3IINDI)vxNTv, 1', F1rE INFTI>XAT, REIr I … It'l
Reen, CAode i iamIeinded liy isert ing n fier sde iii 3803I tile following

l,W SlCtiolls:

'"SEC. 3804. TIME FOR PEIRFORMING (C ERTAIN ACTS POSTPONED BY
REASON iF WARL

"(a) INJmDlDU..-The peio l01 of tim after ID)ecembher 6, [941,
during1, wh ic a tn indici d i is con tiIl ltoisly v utidtle the AmerItas (if
suitr per iod is 1o ger h a, tinttv days), tld thle x ninety days
thereafter. shall be disisrI..l.eI in deternining, urnder the hnternial
revenule lows, ii rcslqi otf ainy lax liabilitii y ( illtlhiihg alny ]ltelSt.
penalty. addiil,.l] iiitl.i.l. lF addltion ¾, tIe anx) of sluch

the tintoe pH4s! I {hplt, I

"(A) filing iany rtuin of incolne. etatt, or gift tax
(exit] inyohll tax witlildel it solle id ilomie tlax

inlmlpo(d hi Chapter 9 or anv law supersieded therleby)
"(B) [,aPI1nnt ihi Ia...hmle. estate . or g i ft ax (efit p{

ilii (IPl II 11 15itih l l o a i o01 ,(S' it ..'l .. l I I f\iJ)ll: m i s d be
Chmpt"lt ) 9. .I.. : In, 11<,it .... ,11(1 1 t ,ii 4i } I... tfl\ iV n stlll .... it
tlvernl o[ .. f .I an* h, ilibliy [ito ti Uiliteul Staltes iii

~spei}cl ih(Iof;
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"(C) filing a )lltiiii it tiim Boarld of TakX A pea1s for
rldeteniiiia~tionI of a detlfieticy, (r for r.. vi. w of i c i sioll
renderend by the Boyrd

"'(D) aHiowaee f a redli r efmi. of any tnx;
"(E) filing a claim for (redil orf refund If any tax;

(1?) briiiging a suit uopn any such clainn fr ifredit
refund:

() assessmnlent of any tax;
"(H) giving or limkmng any notice or del.innd, fin the

payImI"n't of any iax, r w ih rtspect to any liability to th,
I'Ited States in restelt of aiy tax;

"(I) cOllect il b Ilhe (bt )iiiis iCi lloer ot thle eolletor. by
dilsant oi otlierweise, of the anmonunt of atly liability ill
resl)(t ofII a iI v tax:

"!1) hbringig sUit by the Unitedi Staies, or any officer on
its behalf, in lesp,ct of mny liability in respetf of any tax:

(K}) any otier (:i rE..quired or periltitled iulnder tile initer-
hial irenue ;lats spe,,ified ill regllttiois prescribed I ..Iler
this section by tile Cminissioner with tih approval of tII
Seretaary;

(2) lie ailnioutt If any crediIrit or rf..l..d (i.cl. i.ding interest.
(bh) (t)riui TA xI'x¥AYEfs AXlD OMErRt Culct; Ms'rAN~( s.,-1 -n fny (eni

to i~i(.h siu-bsetion (a) deI S not applv in whihi it is deternined by
ihe ('onniLsioner.1 d u(r regnllt tior resiribedu by him witlh the

,tpprova]l of tile Seletal'3, tlat-
;(1) Vl I'eai(nl of ali i..divlin ial being ouitside the Allsrnias, or
"(2) flY reason (if :ny locality (Viiltin oir xvithiout tile Amer

lets) being a, area of filmery ktioni (i being anl area under th(e
collt..lI of tile i!nelmi a}S (Ilet;lhiticll(, by tilt (...111111issiO.. t e , or

'(3) 1/3 Is ,S I of inll it..livilli;tl iii tih military or naval forces
of tihe Ini/tedI States1 beiig ou sitd th, St tes of the Uli on and
ilk, Distrl l (if (\ilnhibal.

it is in ( .ssible o r J liti )t bl to 1 )tI'f(... a11.n one or nore o(f lhe
acts spetified i srbse' tionl (a). then in leterniiingr, l under the inter
nil Jealyelals v hether slth Il!t wits J)(1nol...ed within the ti e
iresrilel filrefor. iti l',setl of kank Ix liability (inlcluding any
iItre'tt, peilty. illiional lloitrlt Illr addlition to tax) affected by
the failure to, iperfo'n hel act within such time. and il detearmniling
the anIIIIIt of ailky elYd 0 io rfuILd (inludi(ng inItersi ) Ia lftht]d by
sulch failure tihere shall be dwisregadild sch period after December r
(6. 1941. :is mnay he preser ili by ii ,o rugilati i.. s.

((I L) I Tr ON lime To B: I)sn i -- he period of
i ..e disvegaimded u1lt4er his ol s hall Iioi extemlt yonl whicihever
of the fllhmo ik dt is dte~ tho earlio *r:

"(I) the fifteenth lay of rho third Ionlthi follow ing the n/onlh
in which the p resent wir wit}) (}erinny, htaly. and Japan is
tlrlmni latel. as pi[ttiatuid by the Presidert: or

"12) ill the ,a oif ian individiil with respeet to whom a period
of tin is ilisregardied nder tills section. tile fifteenll daV of tle
third njomh t...l.owing the i...nhb in whi(i n exIcutor. dlsiinis
tlratA. o a , l..nselivatoI i-f 111e (esate If Slli inlldijvidal qualifies.

"(d) Exo}r:no:s.

I IO



i(]) ItAX IN IE(il'lIU Ii> kIdt PI Y V NT ) IdH AIXF{,IIIIP>St AND

4IItH;R( IT /ssbrl' , N,axtla I,[ w r Ig.ii 1e tW I h Iiisiu 7f u -ilo'n (a) , I' (ho I I. :m3 :I,< .. Ih,~' k :ihorZ,. I seei ImI
14t 4 re. I PdhI oI Il( .I I. l r h I .II xxl h ht If ro (Ic i 278

27 1I [ I,' i:2. 91ti o Ii0 13. 11h. I I 1 02 ols t I;I. ,I ili l i l uney civo l Iratt tiol I I o ,,dfI HO t{( itg It h, I ivY.,d l [1 I :1tx illt I llql}l t I.....

,l[ith t Xli Co DlaiOi;I Žollt' t " ", lil lit lWt (il .cii I of thv tY1 oll
of lilly at"ssessmen{ ul blh ""l ... ie l izrlzpd by delaiv. ilbe mlvisimo,
,)If ~iaI4cQliIIIs { ) aiii (IIi la]II [(1ri) , to v ... t tioJo of
51111 0Ill./11! I[)5' dIrI tiI I oIIthIIN' [, I Ils [ i I ri'zeIhd I law.
The', Shai b, {,,,lh~td fomn any mollilllil n.csvd. ";1'h'ted
p1llirsn t If his 1a ig i ) hi ipii oh .it.. . p ti('ll> addi-,j.
llolin i tll oll2ll t .}liq{ it I {ioill ItI I IhI'I I i ll I er Y. I 1, I (Sp,( I Of It]I
pi:rimd di~ l'egardedni I...eIII' .l..sb",ci.. (a,) ... (h I,. I , I i ' { Ije 1(

Ihii( this paIlagl plap eItilcs. if the (',liiil.ss.iilner r (I i:ll:tol: is
I'(pllimt [ t o gie 1i, .. il ,(P tdi Ifi .ll.i.I. ae d IfllllhIH ai)11 i)i F-
,(I, 1·ii 11 m· m , .... II I /(l ( I ... / il ' II(· oiii ti(. l if fhe, ii Aicetoil, such r... h I ilditi ijl I m ll ,o Iv i , [ l, i/ t s ll hiVfi lhei tl ltiQc

O¥f dthe I'$tlldi.,'tr ,tI H ot. baly oa-o e of li h'vt~. adicpLof lAi]iti ~i &'S l kb [ I oI , { h'I Itdh CAollll t OI ei iii i '(i P'lI IO ll)QT

t11 I IINIfl I - I iisiI SIII([ ieI (ll i I i I' i AIt(til - I IIfI' I itite Iil I (iI I

(If IL]10 p"ItmaIR:o!'. G'{Hql .... ~]q~I,.. IIO bv r,,inol of Ow( WIlItCt!)t

ilita ]Hll] fill d(liLke \v i i t Ih tlit ItIjiet i! o:t HI (Sj i o ni" iv(

"iN th Aitul l '11 iO E idilwvtj g!t I'( I I. 111/VIV1 I(il{t RIC ii I. I

thle) iit ' FIIv gi i B~.O(i I ), I, i lotiiT (m)3 rt [Oc

tax I),. of O[1 li ab�lyily III IIlt [ml il slalk ll i i > any
im "'i Ei i q H . tl t [l I/ I II . lol' ilqE]i{ . .... .. 11 b'hl tdf
O1' tit{ [ nlttqd ,"qlat~' }l qI llt',q tlh "i'% tl, II{: ~x , It Illi {, " , loi 'll,

I w I lll,, oIr }tl' t,, I fq it I I , 1 I- l '{I (JlI i ... w t }Iw, l I.. i t}] ll[ Iegilld tf/
th,! ) 1 I~~l f >lh (t I ;,l{ ) Ol' {It). /IBdt,, pol'}w tO sc

..... .. : lll ,i itad t
tII p)lt'swl1 I 'tiIllneu'd iS lltig tlvil io tohe I I ( .hl"f sf )l~ { lion (a)
or !b.

-(8) Itx'IIt. ION At 1,11RIIIn [I.tFIA piNs ](Il TO AC(I JFEN i
ot I I'll "IL IHON. r Ihi~. ~tqI .... :'hall not I~~/l i t ("O ...~H I th,

[il.... f',., [l~'ll II~I l I.. t l , I tl I'[ l ili,'d il, Itllb q fi l (za) (I) (GI),

land ( I I [, t :r lIIl th :, ii,

Uil). I / IRI (. yII 11(Nq; IliiiN. FEo r iht p litl l d .. .irh l lt-t
min XLh(t/'I lt..y lIC , ) ifil'd iti t'ctiIl ([) (G), II).

(w IIIr ( ,;l pta III .. .... I xlitlhi t{Ic tim..; I... i~ trihcd thc...I.f-r.
if pI lLd 'f tiIii di0,'I~i.h.Ii d [iii{10 thit 5t,;tl i by rI a .....
of PIJUI, kilitiol itt .lm d.ui }ith \A ,hiI, I lt wilimlt, ifIlqi
of t( tliS t lo ion Aii 4tic . it I q[t . ldi 11afl tr wt, if hof

t, tIit i At this Li tutil'), be l¼,illd to }lY(! etiLrliwid to tilt

153IP/ i L. 7¸53.]
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Americas .p ,4tadl to hiy within sit'l riet, hell ) l, Eft, e lat, illiOiI
whlih tile ([iii "f Ii..ll.i' ]'t' lv t frli m?]lh im) id&u al a notice
tl}eIl',f in sneh fo l1oa :tIS ' ( IriiIICsio,,isl. with the apwovil 0f
tlh Secetarly s h'll by rregulatims prscribet. A simiilar itil
shall be aplqlid inll fie c of a I... 'I f the iliIlariiy ior
Iivl] ' fot' of be1(, I nitri Stati, Wili ItuslJt to whlltO a Iriodl
(fi tieL iS dishregarI lded Ir tlhis I ,liIm by re40an (of beitni 11It-
,id, the Sitlls f. ' t iiion a.. Iil tilh Distrflt of Co]..li..Iia.

"(3 W IT E]N .X E,( VIOft. AllMl N I SIrA Utl. ORl( >ON: ]ItVATI 'IR L}UA 1F,11I. -

For tl, 1..lJl.pl} of thitirining wipthier 1 alli act spteilid i ll Sbso!('
till (ol (1) (O). (It). (I). or (J) was performed within lthe ili..
] I 's t il l htlo' I Irfoi. Ii .Ill il wht all e(XelltOr, adl..iniistratu',
or (conservaItoI ti ulit i. if hle imif"Ii , ailer, tile date of etinctrtritit

iof this stiolln. shal b(e i l tt ),l 1tI11iit lob tkle l il in l thIell (Onl lis-
4;itwI or (is fro(ll hi I ti] nHl iote h'oi)f ill SuCh formJll als th, (Cout
inisIsole, with tih apiioval of thle Secretary, shall by riegullation

"SEC, 3805. INCOME TAN DIE DATES POSTPONED IN CASE OF CHINA
TRADE ACT (OIPHIATIONS.

"In he cfase of any taxabh vear begiminml fli, IXl'l ih[er 31, 1940,
o F!IO',al j]]li(l.. I tlax I>llll l of. to PryIl]...d of tiei3 Federal hinom

ItX t. anv y tit,'o II[ itirl e oIr.iiiz(!d lnd(irth i! Chim 'liralt A¢( 1 922
(42 Slat. U.U. 8. (C. iI 1T . c(h1aptet 4). shall become clue uItil
tilt fifteenhll day of the sixth ..i.l..i following t el (onti h in1t wlich the
]Hos(!lt War With (trI IlIv. Italy, f iliapdlpn iS It r im ;ated. as 11'O
ehiledl tht lk, esnt' Slidhdoif, )1d,' lohmIod subifeIt to the
powe' if t}He (GOIfhiSNiOfL(H to ftXi( .. I the Lti(ie, for filing such rntirn

por ])alg mal'h ltax , it ii ohtr11 (" .... l.
(tEFVfl o 01? A NME )mvN,; I pTIN I]:fi 1 ix u NDER LAWS

(0'l F THIAN [NTFtIR\AL REENVx CODEo-

(1) 1PU'IAI IAW 19V SEVElN'YI SEvNTRI (OIIFSs--The anield-
1iiS liaLil by this sieeli oil ,hll lt lit CiiNt ld toil silhortelln any
period fixed niildlr the Ipr .. isioles of svfio, 13 or 14 of the Act
nipprl' NMatch 7. 1942 Plbibl Lita, 490-771 h Congnss). within

whidi 'h tny zit ]yN It, II l.. ... A . I at a[iv i...ntio or p)]'[ eOlinlg
authcorized Ired..' sextlim 3801 (d) (l) of the Internal Iieveiame
Code.its well as anyv oller tlotim, ori proaevditg authorized by law
ill !olllectioli Iih'with. .I. l;I [e ikeri, blguni, a ]JrlseeIlted 'wilh-

( L2) MoIrERS' AND SAIl/RIj nAIcL Ri:L] F (T4 19tol -

(A) The an~im .l.l.. ts iale bl this secioni sha...l inot be
,(,Isttqled ,I s..O.{{-, :,i,\ perio fix-d indeI il' fil)e' IS iiS of
S('t'I{YI513 of the Sold[,,s and Saiors' Civil Relihf Act of
1940 withlin Whioh lll a' Ity vlie dl,{, tWx ha(p1 hall

ti(wit or pror(cilIilng auitl I I,'i. under sectien 3804 (d) (1)
I lIntel .. Id Riv'.i.. Cod,. Is well t tl ] (h I1,, ion or

pi'l'i' d i hg ailllhiTri ZI [I1 It, , ill COltItIctio' tlCIIewilh, ila
be lt1en, bgun, or pr'(s4'(lIloid wit liout regard to lie periodi
so fxd.

LI) Article If if th, S~hlis' naI. I uails' (Civil Rt'lif
Act of 1940. It< alenc.. l. i *l..lendel[ b5 adding at tile end
thereif lie folling elie >.co (iln:
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"S,:(. 207. Section 2, of this Ac( nhall l ipplv witi r'sl~eit to
av plMot ... I ImS.. E Ij 4I 1) l.....h. Id bl m Ilold l' inleilit l I('Vll'll

laws of thue ,imted Sh~;,'
(t) RmIAC']II; E;' ltvrtI-I'l J l -ipiIlr ;o l <e tt ionss 3804 antd 3805,

as added Et nlJvect ihn (:i) of Ii O iohll be e fmlv its if Ohw
el;l' tI, 1.,Ied o1) D.O...HtI'beI' 4 I) H; IxIP[)I that tie phras e I]:l .of

ealtlntent of iii oettid' Whill I.ii.. ill iinbscirlois (d) (3) a 1n (e)
(2) and (3) of *t¢ tit.]. 3S04. iraari Ile E:,e of IItf InQIIld of thi, Act.
Any ainToltllit of juter r-1. p{nnlt l. iIll]It iiI ili aitoiull. o dditio( , thip
tiax clihp, Ievse aIlhaLli :iS II la l eI , i-diI dier II, intermd-, I

i'iV'rI li lI,,, (inIndlig (eci i..s ; 15 l no :184, ixl:et Sub)S0e(io]E
(d) (2)/) Inh3 bo Ivftii...[ I,,I cr'Idited ,,it]ottt h t'elf to seCtioni 3804
jd) (2). No int rest slall be Iiloweed or pai&i by tihe Liiited Slates
upon alil tIilthlit rutlf[ell or C ledited bly reasOIn Of this MI@I' Oi'l.

SEC. 508. MITIGATION OF EFFECT OF RENEBOTIATION OF WAR CON-
TRACTS OR I)ISAI.OWANCE OF IREIIIIIURSEMEINT.

ChapltI 38 is ai .h.I Ib insttliig ;it tIhe ld thereof tile following

"SEC. 3$O6. MITIGATION OF EFFECT' OF IRENEGOTIATION OF WAIR
CONTRACTS OR DISALLOWANCE OF REIMBURSEMENT.

A(l) IREDc 'TiiN F(OR Pi'IIII TIAX ABIE T rEAR--
I I) IX( Il I>II Pit iFiI E]LI M INATE Ii ) FolOR PI TAX ~I ABL Y1 AII,-

li he, case i of a mil t til te I ile d States or tiy Wba elcy

paver, if Ia ri'n* oiitli i inioI iin i respect oI suIo ,Oti ilct or

S I) It 1l'ik I:ll (pll t pO ] lI tOi t(hi ~1ssi Irofiis 1( i" i .o. ttli Illi

'' el I, p ) m xahle vial) is j .imintood lli. it ,
tlaxalle ?ti t'utull, lNtq1i1i}x 31, 11l, thie taxpayer is
m'qlniled o IIm, p ,i ;Ielm. to the U][ied Slt es or any agelny
thereof ihII, alioirt of X .eiive proofits limiinated or til .lamoInt
iof estXslie pr.fits eliniat.ied is applied as all offset lallst
other almounts Pile the IaIpIve' thle palt of the tmolitlll '
SiIh(,lIr,'i pinte which ;'i( I'neiled ,i wa, iiatorutd for tie
II.i. triXilI \ tll iliI I>l ,d ..l.'.(I ly tlfl AII.n.int Of (XIS .. vl0
pmroIll ei ... l,atl. F r, the pI..pos, of this sectioni-

whih is r,ioti w .it > hin IIIj Dllft inhg Of ,hIioll 4(0

of ilu' Sixthl SippiuulenwtiI Nati....l IDefte Appirop}iatom,
Act (lublic 528. 77th ('og. 21 Se+). or lul] secttion, its

Itlevenue Alt of 1!t2. aIl jnt (If the Coit'tI [)itt (f a



,,t oI Oft if[ the Uhitid S:tes or. . llny agen!Cy ihereof. any-
nrTl 4f t ile bli) coliil(t l)ile (1 , tlebi(,tr a(I l t. f s..lt r h

at to .... a.l.id mtay I.ofits, Ihri~eil fin on](n or ireII suHch
CrOft f'tq OI stbeo...t ratIs.

((C) Th'lre ....1 1 n sllbert(lllliC il(l(les ally pIIulrcse rd1e'
of agrel'en(i t IVlitlr i, it 'fiIconllltral t with in thile 1niallliig

assigrel Ohell j1tern i o ui b w ioubtili<,( () of section 403 of
th 'e Sixth S]l h qlemttu1 Natinjlsnj I)e'lqse Appro ) ritior
A (i I 1pblic 52S. 77th Crng.. 2d Mess~) IS alittlnje& by the

t' ... ti.ele Act of 1942,
lt2) REDUCTION OF RrEIMBURISE MIENT FOR PRIOOR TAXABIOE YEAR.-

hI 1w hca se of a (ost -phlis -fixed-fee oitat fat be tween the Ulnil ed
Statles OI It'll telly ti'reof ":,l rie taxpayver, if an item for
which tLie ttI)Jayter Iras Len .. l..ui iylbursl, is disalowe Is dlan iteIll
of loSt Chalgeable to i su, 0O1111tlact ]and, iO a taxahle vY.. .illr bin-f
lung afhr Ieeerblx "1. 19).. tile taxpayer is rePuired to i Jay
ti}' 1Intild States or thy ageiley I o[d I-h1 ato!r(t dilS'lo[]we.I
or thIe atll.Oi.it difillOWed is appIlied fsl l St a iffst Igailst 1other
aiit) . ille dLth inipaI, t alOIt of the! ieibillItrscment oF
the taxpayei t)iier the av e dlai for ti e r I taltblv year in wil l,
tie tt'Finllntrr:iI for Si...h itemn wi', re"ivtld o(I Was meiteld

e(hre.ilnl. tfite lrefelrred t i Iis 'prlior taxtbil, yeaillr) shall abe ledrl.......

`(3t) E)TU(I);lN D)ISAlJOWI 1Th i amounort of the paylnielt,
r¥nlvyOert, Oit o thsfribe lind ill palrgaplh (1) or par..Igr Shll
(2) ,a ll lujt olstinle i d,,jlioRin fir the war ill Iich paid
or i"( ,red.l

"ll(4) Exci:r:ION.-The fI eg oig poii sIrlS of fth isi Sll(... tiio
Stil i] /IOt' apIpy,'i Inlolp] (!'t f titfy COyitiact if tie taxpayer shows to
th Ie satisfartion of tire ( o......siluer that di (ferent reethod of
IC((f1it3tng LOT tire IartIotitt of the jvmient. ,'!trlmnet. or li sal
loWanceelaus]b iclee't' ion/t!, ft.... inll suIch (S1 lhe paynteutl,
re)ay.ent. t. or disalIowalvn s]hall be ac(ounte(i for "wilt respert to
the taxable vear proi&i~d for 111l..r SlCh itnethod, which fir tIIe
purpos (II stlseti(mIs (b ) and (c) sihll be coserlr at prioir
taxable year'.

I(I]) (. .l. T Ar* X'T RI'P.YM ENI ON AC(COUNI OF REON EO4YIF]AToIN
0l*.1,,W A i NC!.-

U I (Ii;,NIIIr, Rl I.E. ll ele slhall he (Cl'tilitedi against tile
arnouort of exes-ip, rolflt. eliminhated I Ilhi n.......unt by which tile
tarx ,ori In .. delr Chapter 1. ('Inapte 2A, C( p-
ter 21). ar.. (ICli , 211., fitrtI-ed by ''asu Iof IIe appJitttm.
of pa) ar ajphl ( I ) Of urkelot (a) : d Octho Aall In (ledited
against tih . .n.on.it diial]ix d eft tdl' alnioinnt by whili Itn! tax for the
prior taxalthe year Iunder (!japter I. (hltltt, 2A. Cha(ptr 21), and
(I}lale 2E. ]S deielnspl ] x h Oil of till tpatimll of paragrap h
(2) of subsectio, (a).

"(2) CRiEDIT FOR BARRtD Y;R.I.-If i tit tiHIM Of the airriVnet.
r'pavi)nlIit. or olfset desIl'i in plrat'rap (1) 1p': gta't (,A'2)
of 8l tio, (aH). I ef .... d1( or lidOl of tax tinder (Chapter 1, ('hap-
ter 2A. (Iha t'r 2I), or (' haite[' 2I!E, for the fr'or taxable year Is
prereil ed (f xcepI fot the I)roviOio(}s of set Iion 3801) by any pro
viston of tile I}te lai- I revelne lt ,S oflher Ithla secilotho 3761, or by

I If



I f Il law. the ..t...... I v \INL{ I l e ux f or 4 h \1(11 I I wide]
sm'·i iki ilk /l ' is e,V If : I I bI N iSe a 1K'l:OtimI o. .. ragi a dII (1)

o]1 ilorglaph (2) ilf <l~,'n] ) 1]jmfll, olI uie0 ludttiI ll r IbIii. e I
paa' t a h. Ti, pip I Ii'i [,. Siti I the tax pr.mniim lv
(l[lnt, t, fI Iei'lli. TI II pitt,1 i x)b Vl'. *111101101i O tlt lll , liletlav

p h i }ll 'i deIl 'i l, l If I .li.. ( lB,] ) li, th e t% sil' Hl f Cl oi(, lik taix

/ i] Iltslll~- ~jl'VC¥]ol~]V Mlls' a s (I' (tr .i ihlleqth.I uj ita I tjhl I . m lt ) :IS

.',edi~ted, IlefIBIetl. 0! (Ih('l xihO(~ ii'qI):iPEI I ISIP~]l('I Of ifl(' aIx:
( II if .. p l H X) tT ~ .1 / l 0ll.no. iil x

t, o ,I, 1u ,1' w' i itli, tl ,x , t IIIlpl
Iln .. IUI, II, I l......I (il 1'01(,LUt t rd W l X1 l st\'.Lt l I

IdlEIr liIt'- `IV. blII bil.it I ({ Ibttl I I;k Iti ...:- (jt ,ii ... W Y I ftl (./

'vithotit :'St....(.t, .(lii 1.j I I ii de titieiLi b.y lii Il.ill)lilts previo .sly
atx,hdl e iI. lltl [{liId o oth( I (it/ , paiJ d il le'p it I f t,,J

AII Nlt ' d(ter ttlled hiitI(I I , I ' g I I Ir sI",py pI f lal [;tsII I f

pal'nl; ipol (1) ,i ponr "ii s il (2) iJ slIIw' It iolI (I) t) adie nglioftaxoh~lh. yt1,1-. 'Filel :{I)IuH~Tlt ,;.0h)I /!('NI I ti h l toz hep 4viIh I lt .v

HI tiii L[ u~- h,*t pd i itldiliot s tax Ill ]Ji [*. (2 1 ,x

t.......li ascertainled ,h iealk alkh ] ) tr p ti[llph (2); I
,:tpl t hat' if nltlo'{i t iit IIt .. l....dIb the j l -r nit ,,d .lt, ut' thfo al en y

IIilt'l'J'it OlJ sI(' fiwlJ Jf The IijIlx]Ogloo t f trm u t period [t',' J-it

I IIW It. I, fla k NI}II..ll ..n. t I. 'p!aIy ..... * Itis \V I}/<i C'li Iifb

9 aHPI FUNIfI b? T 1... TiHE CI"HII IIIo SllAhRI IT, til A I~t OF. t I9,39 .

p1 mrb. Sec (pi2* Tr IIIP litjic IdtlI pa ...("It. .t.....nel of 1{,lis t,t)

(C) CRityAMl IN [ .I}:1 II (th 111R o a lo ' I}iibtt O lio .i credit is

olls "h' i fld d ti ' la fonde i

()pplm im l litI t tf iit hull b, ( ItIi t 0}1 t.t'i if ofe- , tit4 ....o i .I,

stixh i lti'ttitlitiii te iihcis hls) f.O. tIII..i. ls cf iiiil ig .fi.l.h

ta[,~ gild aiddtl 'Idma I .... @of ... s') It... Txta'ab, ye'ats JtII ... [gz after



IDcenihv, 3. 1 938, to Ie exIeql attiiLLut:lble i cornpens,,ion for
wiet~.Olly d A('Vl& l'.cll t.. I.... I t i d ...t . L.g.. i i g )linl . t10 1 *It -

lit. ]it ])lty. O1' Si il... Ilal : i)]]tlln,) l' 11,lpl ov(!e of ii Siale,
II' tliV politiil ,q1lb(Ii SI{'l t1it[-iol, ,il fliy Il(tlŽeV or i/iitl'111[ln /l[Jigiy)
of ili' ( i ... I.I..'.... ofth, Il .OI..P..iln-

"(1) shah l N, :,se..: m Id
12{) if dol (] , l' sh all be afatid and lily

IotI t I Iwpt (tpl I d I Jh ] WI L, i( of itt]] I Shassitiit siall be C[(diljd
Of ef .I.i(l(d i t In(li iil(o nlillO IlS itll tlit case oif Ian i])onlle tax

t lilned b W> (ith II IlJ(ploi Ole NCIv of e

r I 4l'Inldlld e, Ppit for 'li Iof I o i if isi, Act, w lmm IrIsll idLlln tilt ppli ran
iio f tih o ih'.. in ih ase of Ii ig agansI Thertell (3(03
1. S. 218), lekeling i gatg:iii (re'hatl'.h (304 U. S. 405), and Gr.aves
(t a]. agains Nt, Yolk cx tel (Keefl* {106 1. S. Wt), .xtindling
tile cia~-es ()f oflihet's . ll. I ].I '(cs . I, bje, t to I e (,rIaI ttxItio ".

i) EmrEc1IT' I DATE OI A, tMinD TN'T.-ThIe iIv.H.Ine'll lillade by
this s,'liit n Ill Ii, (ffetoive is of tie dale of er etitnelm of tile Iulic
Salary Tax Art of 1939.

SEC. 510. ABOITION OF BIOARI) OF REVIEW AND TIRANSFEII OF
JURISI)II'ION TO BOAURD OF TAX APPEAIlS,

(a) Elhltivke Is I the close of blsi..ess in INcetibeir 31, 1942, the
Blud:l of Revie s i.litthllshed ..i.ler secttio 906 (h) of Olie HIlveru'e Act
of 193F. is hereby ibofislihv cod the jurisdiction vested Ill siid Board
of ],tiewI is them)yI tiaIsfietId to ailld vesi (! ill I lI he Bo 0]!of Tax

I SecTlionl 006 {h) of the Reveiue Act of 1939 is alllei>Ic to I'td1
as flw.idh)

Ihis sic 'tioii to ,.its ie ill) .ll. lt . ( i', d ilOalloiI.i il f ilie (Cll-

rCfl...i]t ali la tijinat vI, resit.per. et I,'I ahm. TIh (OCn-
tmlisi<,", ,hlalla ilitt f. lilim IIIW siupl i....lillit dlettermiined by a
decisiionf Ii Ilie B illlai hil is tiiii* o Iill.l" a

(c) All poiehdii... 1peinding il theI saiid Boa]d of R4'vi'v oI
;l)Ic(nIlt ' i 3i. 1!112. slal libet> il I..... iedilig it n.i bI ti, rlansf.r.i
foirtli/ilh Ito tll( llard of fix AIIqlIi. l iillI shil ie I),i*({(' e(I with
aIl dispsuso of Iy th, IBoar oI Tax Appeals as if origincally lbegunl,

(d) All joil na8l.i, 1(> s. books, file,, Lseiorls, an tiipripety, inchiid-
ilug ./dic eq1tpm, >l of I .Ie said Lnil .. . Jview. shall be transferred
In Dot Blo.al .of ['lx A\ i.p .

(e) Suction 9U02 of the Rhtinue Act of 1936 (relating ilo onlditi4....
(onil alowtiiC of refuit.s) ai]titiowir by sAlikin O, "ot 'Board (f
Re, 4i' :IIins..i.iI inl Ieie t l'enof " olanlrd of Tax Appeals (here-
ijafter v,4frtld to is the Board'l".

(1) (1) St, tion 9(114; i) lrelatlg to alloha....e of claim for refund
and liahlireof lierilihtg) is tilllIeul to read aIs follows:
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'(c) The a ol aIhe m ,I' i-i imlh, ..i.i ,f I' t Ctmlt...i,r , imir of a
cl iimi for I11fI.l.. i.l..de i isi I-~it l s]; Ill ii. eisl+cs within
Ilinl¥t dii,¥ IllD,( c .... fin', 1,,Ikofa]efd 11>lidn)l it] the D~i.
t.i fi C,(fohml..bia Its tile lleteih' day) alt.; tihe dat of mail;ing
b) tigisttitri maniajl bv dcII (Niimniimer .... if i[ 'li l, a (hlanimr flio
Ipfilltd of i... V So, It fillll ... ft }'lag bI'tT dlm d If dil e .......

)('trfltl the Iamit , on tile it tiibd ll. in thh, Bit ile at<ti't. nI
Evl{'i .'.... O i , lif, ll(] Ii Ili , C, III ] I TI) SIi, " l ip, il h ip[+ )ilu m
tI]e fifl]lig (f filly 1t 'V ] el Jimtt the Alai iilli A.hlt]ie entit ed to aI,
hielringti as p.-.idedh. ,liliit Noll/t ihll qJi..l.tllnlhv to be herd
shall be g ien to tl 'hIe I clatulla m lte' ('I .. il... si.i. r. If theil
notitc is addressed 14 it persireonlsltid, thi Sul, .f ril t Ujniton
aIf ti1 District of ('tinblunia the period specified in) this stti-
se(tii-1 sIhall e oe mhudltlllded illt fifl v (lk ill ie It olif ti uly Ida¥,Y

(2) lThe an.it(.eiBl... Illfide bN this suhltisI ion. il.ofl>as appliablhi
to tile Ial, for filing the petitioln, shall iot apply if tile ( rimniisio,.,r
Ias, piol' 14) ,tlllal'v L 1943. nmihetd nwote b· renisturel mail that liet
chlin fori lel d illd is li(!') lii'alii l...t iii viili ;ofV pll l art.

(g) Sel In 9. ii{d) (irelating to co..It o. f beirng) is ame.nded
to read as fodlows:

''(d) Each swih hearing shall lcnIh luu.ted hy tt liispim of
the Boarn imll I...11 open, to the punblic. Tle Ir.....'..ig5 In
such hen ilg, i .. h ear cunti ing dl'odll r Ii'll wid ih 50-, ll,
(If 1ll,'tice aitld pitruitllt tlocher Ilitha riule of idiiCe) is thel
Bord mnav n)clibaresiend itii C>I&IIIc' with the r ules of evide(ill'
applicable ill cours of ('(uit of it e o)istrM If CohInbia. IThe
cala.i nit. th ( C'oiliioer shllll le. entitled to r1 rsited
iv cOtlrls*. to ]HIve ';x ityltn subpeIaitd omd to exami/llNe aold

ti· ex r~li /f ·ai~l .aii .1;I . pll L

(I)?';-(!XailItIitz TIIIi'seS. hl, division snatl have autlhoril o 0

tlntnisic t e l ' O i h x- mnllllille e*i1ie-'Ss. ridule j 'tleiis o if Pro-is
cedute and the atmissdbliht 'o evidtitice, ,nd lo require by suibl.!ina,
Sigileti by all3' llelibq'( ofr ti' Bomd. i i}l, attendiantI ntld testi

Linln of Witil ]]sIIIad 1ltlon of' all Ii eIi,'SIav i'letttlnS.
books., 1,paels, ]otold. coir...[)o iisdI i tip. itioiiOFla. aill oIhel

vidpncel fron will )lace Iln t}r' ,Iliotd States it all d es igi*td
place of hearing. an. to require tIh taking of a dipositoiot by
ally detiglIatid individndl coi.petenit to ahhiiiitei oath'. Ally
Vvi[I ss Siotlo...lied .1' \t ...S, d1t!OitiOnl iS tak(n l 'dIlIlIl li,
this <ectioI shall i'cmeilit(, sanii f.e s aI / flrlige'agc s \itlles-ts

ill I]1 ,,lerts of tile I nitid Sha,'s. Shf,'l f ll l nmlde~og atl].
the exipnses of taking anly Silch deljlti(,hi shall be paid a>

"(1) Witlc',' for ('. the a of xit-
DlP"S . fo filte (X41no i i.i.. ('r i ...iI..1 tS s]lu] he I ,lih ad by
the Se ,'e h'oul ' : ),wo )'i)tetd for the collee-
tCoo it f inltL'tila 'tW , I I f'. OW 'MV lie ... ii1 iln ; Il t

t il q Oil.... hi
1 1

,' irub. NIuj.'It to..il s Il}Jl r4 ilhiti -;.
811c pnmylollls ,Jlld[ be!h~lp tt~t, to",, ptlpsp '.'rihed by
hte B har. by ihe }litv :t lhos i'llstulle tie witinl-, a,

pears O' tlhi eposh imi tis aken."
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(ii) Section OC (e) i(e ing to filing of fact is
a/mended to r1(I as lolbms:

"(e) Aftr the conicluiisi of thelI aringa re ,port anid a decsioll
thereOn shall be Ilmaccl aIs (jtclklv as pln'iiabtle by thie divisin
conlnc-ting 111 ,' loenug T "erl)ort(f the livision shall becrnni
the irport of the Bofid o itl in thiirit y dlays after such iepoit
by the division. ui]...ss w. itin sh eriod the chairman lias
(ilreted thiat such repl't sbIIl be ,iewe.. iw the e Bonlrd. Auny
Tol'(ui 11[1'¥ z-tlon I, iv a division wh ie dI[s t iot folrim tilhe basis
for the ent{' of cthe fiial decision shall (It bIe subject to review by
the Board except ii, accordance with suih ruiles as the Board 11 mav
prescribe. The rp ... t of a di isio i shall m1 t ibe a part of the
recorlq in any 'ase ill which tile ciirnilall linrts thail solch report
saIli be reviewed ly the Boalrd. It shall be the duity of tile IB oaird
aiW of each t vision to incSlil in it-, relert I)on illy )noePing
Its lfiings of fact or oiiifion or il..illorilmtldn oillionll. l'ie
Board shall report in writingr all its findings ol fact, opinions,
and( ile.Or.ol.lndulnI Opliontis. A de('isi(il if tilhe Boad (Excet t
decisioni dilmlssingr a proceeding for lark of jurisdiction) sia1 t be
held to he reldleripdel iipth le date that an order specifying tile
allinut (If tile refund, lll(1 that ino ,'!nFdl( is (]i(!, is enater'ed ill tn i
reorltdis o( th, Boatd. If the Board dllsmijs Ns I.. proc ing for
Inlk of iuridictioi. III ldler to that ffet shall be entered im the
records of the Bril and thie decision of the B,oard shall be held
to have been repidl]er t iiOpon ll i lit(e of illi(, ,lltti. v

(i) Soetion 900f) ( rplalting ti (csts I fees ) is Ien .iIdn..led to .readI
as ftlIno s:

"(f) I 1h Board is ant orized to fix a IO, not in excess of the fee
fixed by law to be (bar$,,d and colle-led thriefor by thile lerls of
tIIm t l lt i C t oits. fIor OIi [)iatil 0" lOt t1 f (oar itg Ig t l i (OiIla, .Iig,
a trl ISI,(it (il the rte(o'd oI for (I pvilg ally rIcor'd. nt I' or oier
fpa , I' I ldl thile coilu})a}1isoen and I 'tjifvat ion I here of."

j) Sech.ti 906 (g) (ehlium jg ,o appeals) is t...amled to rend as
follows:

-, f(.) A decision of the ilBuil I.rI..eJd aftl' aiian ] . 19143
noay le evi ,ewed by a ' irt ,i4t of aippis E llo hadl Uited
Stailes Couilt of Appeals I lfl' lie )is t of ( Columbia. if I peti-
lion for su iith review is filedt by ehiler Ihe clainmnt (r tile ( ia-
tllsslonet mithin t[hree, Iit llih, after ith deciSiOl 1is tidelred.
Sulld diion a be · evv' e by t(he ciit qdilt of appeals
fo, the circuit iwh .ich the eai.t.. it lei(oI. of has is prliilnipal
plac' of business, or, if tnen. by thI Il.ni..d Siates (Co'rt of
Alpeals for the I)ist-iit (f Cohlubia: 'toi'idch]trir that
ii illy event such decision nv bp be rv,I p I)¥ any tiuit couilrt
cill Ip)eals r the Unhiteld Sliite.s (Cuit I A 'i -( forilo ft he IDs rict
(t (olhunbia ;whil(h utay bite droeigtnate y I Co mmission er
and ife claimant by sl iulualion in wiiting. Such courts shall
havt eXClIISiVe jul'St] (1tiotl to af1illu teie (decision of the Board,
o.r Io modify or r;ex c' sti-Ii {leiion. if it is not in amcclzance
with law, with or without dlen.n.riding the cause for a rehearing
ts ' lstie1y nott v liot fslt jnhd,(i1nent, of such courts shall be
fIred. subjOct Io review by the i4UlSrInie ( onlit of I]e UInited
States upon ce'tlific'atioli or cerrhamr Ias pOr.ided in sections
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:39 and 240 or the ... liTl] Code as anerded. Such (ouits are
iIIIIIoriZ(Id to ir(l)pL Ill(S fill theIt fi it I of 1fptit ionm for revie w

p~qeahlthli of the relor(i for reviex. anti tit iiiiiduet If the
pr~ceedi]nS onl revie~. A (il(of . f til], Iflaid rendered after

lualx I l , [i$11 shall Ibe, 'lIe [inIl] ill III, samle IlHlllet thit
dlkisitics of the 1o3d0 he .. fiil' uhd] t sittio 1110 of the

iteriial ]ltevem' (tile)
(k) S x¢o I liOs . - eit 9Dt (i) of tilt Reivene Act of

1936, as ini effect pulor to the iate of pimelment of llit RIeve..Ir AC
,if 1142, shiiHl remailn in eiilCet i t, tl)tllitioln to Irview deciSiosI ofI
the Board of Re. im,, remhid,'d pI io. to Janiuair y . 1943. but shaill

inot, if Itml c cIrsa> IIVO inilg ilk SII ])hll (Lt iii .i in rI .l.l.ltid d for fllthflte
] p'oucdilgs in tilhe BoaId ti 'I a1x ApIJls Iellitill it effect with

resjpeet to lilly fUnthel PI'Dedill"v igy Ill 1'11 ('1st,
(I) This sect ion sliai lake fiet on January i 11948.

SEC. 51i. DEFINITION OF MILITARY Olt NAVAL FORCES OF THE
UNITE) STATES.

Section 37;7 (s) ( I5/ i, I4m.1.ld to i'Lt :rs follows
;(t51) M rI LI'l l 3 N I VAIL PIll (EiS Or ri I[nx*i q ;In sIA IS- h

term iniilitaty or tilat forces; of tie Ifitcd statis' i rjl .. es lite
Marine Corps the Co(ast (Guld. hlB A ... y Nuts*, Corps. 1rnmah'.
the Women's Army Ailxliha)'v (Cips, the Na v NUor CorP'
Femlise, Sid (1 loh \'4lilll , R[i-I,ix ! chi ftli e oaval Reerve.' ;

SEC. 512, JOINT (tIOMMITTEE ON INTERN AL REVENUIJE TAXATION-
POWER TO OBITAIN DATA.

Ohlpter IS (reting In j.lmui -....... ittm) is ameIid by adding
at t 114 le d ill -I/, f III(o fti Il (IQ I.... ..'I lIl

"SEC. 5012. AI))ITIONAL POWERS TO OBTAIN D)ATA.

h(a) Tlhe' Joint (cmaitom- min Ii.t...I Rleve. nue rTaxation or the
('Citf of Staff .f su'li Jihlt (?m..i. tee. oIhtlI ajipo''nlIl] the Chail-
mn,1/t or Vi:e CIChalmnll. is audlthloiiz to secire directly from the

uIctilll of Iilntr-ial Itu enue iildhtg ih,! As>svtanl (iitiitl (dounslle]
fol thitI'imall of Internil .enude) .hr (hi v floimally (xecliiv
deparinleti., hondl, m })LI. I tg(t (?', iunhu'j)derit stahlishinrrn. ,r,:crrill'. inpiTc\ I I...

s~tinrkc, and IiMitw . 'iie p'ripoe ol m iiking Iuivostigtlioxis,(!8tllllltlil I at (' V t de 1/e10 roll.
epo. end stildies telat]ing to utIrt1}al t-tV(jlle titiltioll.

-(b) Vic Buieau of wItFhll Rem-e (iniirching th, Assifant
}e rale l l (o,,ti qll'o le llit l ll O f Ill ..... III [iet' lI ). xecutit,

(]elRl"'ttnclaOlS btl"llds i)[11'o/U ~- . : iH:i( 's. it'll p dli(,d ty tI blhqt llll) h l4'lli
I 'llitt i tItlt .ll.li.i. i( S a0e li th(llllliZll I iuitl dimld(I io filll'llu , SIVii

iif..rtnatioli. stlq l-li .s..., 4d1101, (jilliate S l l *thiistjic directly to lIII
Joint Conmmitlte il, Interil Reveme TalNatio or to the Chief of
Staff of such Joint im (niltlet uponl Irequest made pmirisant to this

TITLE VI-EXCTISE TAXES
SEC. 601. EFFECTIVE DAT 01'O TillS TITLE.

T[his title shall tak, el' ,m Ihe first dv ,I the first month which
begins more thni 10 davs artti it, diar ,qf the enactinent of this Act.

[}' ,k I 7b:L



If9I

SEC. 602. DISTIIIED SPIRITS.

(aI RA': N Ii' T[LL SPIRTsI. Se,;io, 2S)O (a) (1) is amniened
by striking .it "'" ;ndl iiis tnI iii liiu tihere I "$6('".

(b) RATE ON IMPOIRT)E ItIf MrnS ('oXTAIING Ai,(i1oL.- Stiitmn1
2800 (a) (3) s anmended by trikiig out "$47" atd inelfling in lieu
lihei'ef 'f6".

(,) D)IIA;nACI (ox l)TIFLjii1 SrPIRIIrS. ''ll" r111(11 Pasgilaphl Of se!-
~on 2s87 is ali y tiikii.g .i..l "$ " 1yS It,( nrti..g.. liei.'in h(lherel f

$6.,
(d) FliAlR SW(,(KS IAX.-Section 280)0 i- l...lndhd by inserting at

(li! cil.. .I thl ~f Ihe fIollo i]eg lci ,i),l ubcion:
"(j) 1942 Fu/a S]'o(Ks T'x-

"(I) TAX, I aiii i all s1tilled 'iirs Illit Wwh the internal
D'V~lu, tux imjXd h pI by I... ha, ln paid. ha] i xqaichl Il d],
f(drIiv, (dit, of Titl, V I of du, l,w..... Act of 1942. are held nehi
fillpt..lisdt fill Sale ill' hor Is i, the il iiitre III plInlhtiol of
liny artile inttidld for sal,] tIiler 4ill be levied a.ssessl, ol

'(i. d antd pid a f4.or stocks tax oIf $2 il each p)roof- gallon, 111d
:t i)i$)orpinEltI tax it ; lik r late 41l 1ll fiactimilat Inrts o[ SnLL
pr of-ga lhm4.

"'(2) RmrtIls.-U1lner sihll regulat1ils Is tihe (Tlonissi(nIer
with th, apip~o'l of lbe Secrtiary shall preserilo, eery pitson
requlit'ed by p)lt' gill ph (1) to pav ail y floor st ock:s tix sb i/l, o1:

i before t(lh end .1 th, t hilliitil (ia5 follo'ing thU tfi'tive late
of TBitle VI o.f the 1voioi, Al of 1942 make it eitLun al sll
on ii tir hite first doiy of 1ill thir d 1i rifll]l f IlS Si" isuch
effective date, pay, seth Illx. I)ti of The tIx shown to I b0 ite
TInV be xiueti 4) late not later that the first dav of te

Remxene Act of 1 !42, lon, the filing of a bond for p>inienl
IthIere.'o.f in Suc jlf .1.. i .... ndllifilia Wi 1 SIuch surely or suleties
as t 'l ii o . 0sioler, withI the n)pproval of the Seoret nry, mIa..y

"(3) LAWS APL'ICA ....- A/I provisions of law, including
) Ie IIes. aI )plic h ill , ,',.te.I l i ninI r\ levuII vt a1tNs" O1il dis,

tir;ll/ed pir its s hall. jioFa,, ai 1 plietbl, ant,] not iconsistent with
lbis sIl)sptio., hi! )pplicabl, inl I spelt of tlh floor tlocks lnx im-
po1ed h,,.11111 1. For the I)11pnss if this sub;,cl on bi(, termI

'il tled spirits' shAll incltude rohdnets prodIled in ll such manner
that the ,Iron ]rurl(iing plhen is a retifier withiji, the rnimlng
Of seitti, 3Ž54 )."

(eX) ExriIrrioN OF ImmurPtrEip AA*Ci llOE FOiI XNDUS'ItIIAl, }PupoSEs. -

(I ) \[I UNA1 ]}XtN[E Q4lil.-l]ut I[ of Sull,
c¢}pter C of Chaptejr 26 (relating to indrlstrial alcohol) is
raneoded by inserting at the end thereof the foilowin'g ,,

"SEC, 3125. IMPORTATION OF ALCOHOL FORAINDI'STRIAL PURPOSES.

Under rtgulhaions to bI presi[r lId by Tih Com..issio..r. wviih the
l) .r.o"al¢ f ile Seret'yI. aul ulipet ruonI tileii.. fits wilhawm'al

froin (lsttouis tnsotoy to ,II Ill, aplli(aWIl[e oxisions of tins ,
ah'ohol of I6 pl'of or' gKllite l', InUl be iinportedl into hlie Until

ol, 11 L", ?fi3.]



States ried In. b ietlii. iii 1,i bInd. f..... c.Listmlls cuitotlv, without
I)pt lif lt tof he illt(.tl. i i l .... .... ~ taOx jIhl )flsp I¥y s '(tik(I 2SR) 11)011 thbi
act of intnl)ol...Ig slath Ift(1I1t L [oI tl.f gI to inkltnls, trbd nleo, l plants,

~~~~de~ta A . I I ItIIIAra ai ptIAI II... ' hdsal~ h. dlIlti ati on Or
({ld lIt L..½lil II,. tax fl(*I, Ill (;IX Ifllil. I-, tit! I, iq, Bil) lIe, for III] tlh e phli-
pi."S authorized i Ih lid [alt. II fl& a l IIol Is ithtllral from til,
said id l :Ilil h.;il : l(t lI 1p)11hiI. aI Ilfll 1 I IIO hd I ... (ii ion {1 or dbil tl't -
i ii plalrt. ll Ia v'agt ImuI' :I .... Iilsh. Vh[llI in it upoid s"I'l witH-
pa(iIdtlI ;IIl a{It h1pil it , x qIi, l J h t. ... i. 1hh 'h fo. l ha'e Ixten

liLJt. badt sthttJ $l)illtS IlkII ... .. ~..tI. ig' I, ra lstpo <, les. the
( ilht'

"kt1 Xi uxn..... .... I[ F ' iu ,,l U n , I' rI, [' I , rIs.--AlcoXho
Iui I,\ by U h(I, M thOra h....I'l CI-lv lIi tilve lFaited States or aly

golvi'uiniiln I Žlh ll g itxY thil Iji itf ,, - Il-i ie fee l l.... i iilellll l-ieve inie
itaX. IlI t il' (lI- ..... fl i I, )rish, i I , .

¢1

(2) E, :Ir , , 0a1> } IF t, l]i :o-NotwitvtlandinLg spdioIi
Col. this ,h:.uioli bi1l tak, ItL'et I`I lilly the date

t Pq(1q ort i I.F

[ f) ] )11 kUBIt K IF life'ill I ]:D ..I..4 lWSll}k fil(! "IIk Pltmi.-
5,q'lion ;250 ( .tctl~ig 'i xill1 E)l: dIM'ti sifiisF) is nilltimtlNI by

I'll, Fa4I r*,-

{I IN ; ,I I Al \ IkeI84>hl uI-1g dali.l4>led spirits prodhuced
bke( ein I iI.lt egivr ,liith ' r i .. strbd li 0 .. I plant anil

fnlly tlaxjqtid ill till aII*: h iltl Ior .. )ro... ti on Fim of nllidi,'ines
nr edml .. t ..ii lio..s. lil rohltts, ltisa, o flavoring
Xti: is wi¥h] t e ill mfit r . illbe age li ad lare s;old or

olhllei ti aillilo. IImll fo'ii: fir other (ih n I'vertage l)Iurpose,
L"Ili lmynll [eil tax pr I inIll .illa Ahl be eligible for

"(21) SInI-i 'ili kiiii 141 [I.iijihl mIII II, gi'adIiall(d iT aIlulnitl
aI'l (thw tfor Ii{l :tluil Ihdhamals mwt exeedling 25

t'kaxiPQi l/ 50) piOIwf galtns, $)50 ] ai lIJI ({) for botal
ll wi1IdiuinX tils of 50 rtoof gilH l.I of iior. $100} pt1 aJthP, mll*.

'.ith IIh, (Oll' tBI ... i. ilIh <' t. .il.. b(ohS l.t! ] Noids IIM mir be

II.. I :iIV Il t t e:ill)ls i I [n It tI t l idihtil lld pirits i, Ie iala bly
lln a.... fflull lax [iid ..... Ii .d in tile niilllf ,ttf mt ie ,, pi... le-
fi.... kd' I)e 'h' il tm, ,*dhi ih I itaiutr ..itd .I. ... d I;tOi'll<,( flavors,
,, il:tlorilg exI ra is h]ich lI .l'.. .... lit for lsh i' bI t/ieage pkr-
IiOS~'s: ;ild -ha'Ill -Ii, I I' 5Di'hi Ild' I( ... I ilatititis in rela-

timI th.iqIt,, i, tihe tCI iiiiIi, i..'. . il, the :qIpl-h al of the *<Wr-
leyN. shill )It, tI I), }II-tll l., TmcFlcuv of the United Stats

--I I i'I' , x* sI1i/vh\ I tl [I, I I. , sBiN v:R .-- lp (Inolutliuu
;l<11I., fiji ~ll' t iuw jmiti' of a(4m¥1tt]ihi g the 0gl']tire*s of ally
,lulil filed] .... r llt slik,-elm I .. .ihiborztIl, by any officer or

serx e, ttigiiatcil by hi a' llk . I. lli;t jhplr 1 sN(', to exiltlhine any

? ~-1,5 ;z I:I



v(qirid to hi aIlogog in lhe tvlN , aild mab Iepflirm II titeld
alir , f (i, pl1.it. tiliH g' tIhe c hl or o£ nf filt. r or' emm lploym
!if yii(wh I.... " . I" dtwmh ..d.l(( of ui', OtlAhxJ' j ui1i i havng

i, r..... III· t i [ lily ill.ll l tq . t !O Ol 3 b} J ' ]la ilhl I)(l..( .I. 1o
iil IIIi4'Mj U] I O I It U iN' IIIII -l it l LI)II p t IIV i i.

} [ il, ht,\II \ tiU.l...I. I a II flb. i ' I ., k75 on each

u~d a Is iwmhh1d ii IldJ- 411 tliInli due ;tr j ;iliiide
lrhu m fi/lln ,: Iii ii II h ihh the (i]nt...j, ,yI.r...

, H a;i illl tll]6 thi C.tim(l s trillo I ..' .hI .,O I iihI.' {iled wIt
li ( 4illlhhIsi 4,]l Ii \lX][]11I Iui I ie I. lil'' tIni t1i]is' tit si~itvtiithg thit

q h i, f 'h ii h' Ih, & i':iV ii4 k ;s Al ai m ed...

SEC. 617. FERMIENTEID lMAil IliW! {lS.

(;) I -l AI tIN F/ tRIMINAIII 1 [ LIQI Ii l,,(J il)

lIWt!ld I ( iif Ii) I. ... t '-If; " ; .. I i t,,titn i, teofi '8L7

iti I v S lilY perrohl ;iii-i i ii ....ih I, FI ni miwvi bl l IA iin
tIs... I III r lIlt...(.....1 0t (v l.. . II{)(.I stilL4 i..It. .i kalel . Of

(h) I 2¢ 11, i's T . m is : h y ( i ' i

hiil tl, th i IA ofl t (]'o II' g 1 ' 1 11 L biolit: i h l *I O(ii

P I P J)i~ '1 I ...- pit 1 hqtm I'mite n. t Itiq l l. tIhe oIfIe 1 iii

tljiel li( iii ( jiii n! III l ailioI ' lii nJll' h i ,l l - itid] I1t1( $ A.. II l'l

ti i ] t iO , l ( ,id ,frl i l 'l'llti, ¥IJI vi' h '.I IItI Idt lOf ll, S(r l ii .

''l (8) at N f II, R d s .1 ... .r sall ieii(d 11 ,i, h ldg111wll
Itiesa p l;. }h. d a t p f l~t& 1, ... 4lt. l tax ip 1'1 tio

(a) ]iJ, (N SI,, R'.X Isls-Slhi tiih l'(0~2l;1 (al:) (I)l (A) it s .y if

rl htuh ;,[,Tdill l) Ar m l :J l lTill' Vk ta lio

trif lt ' 1 I l I th* f hI' itli d fln h c f'wiit

tw sikhal. oil 3) forn" it', Jhi hJlrs Itf "It hirtn>fal

tiy t th kik n flt Hie5 lid m ,Inshcixig diif Ttiem VIr f '*1.0t1¢

;r) R I,-h; N Sa~nZro XINI:M'II , LhA'I<i 11. (1IfJAW]t. E'1t1i %.eruCi-
Of (a) (2)h, i.s..a....ild by Ankiwic: iht '7 itnt,-id iiCh'tlcwitg Iislu

194 f1`11. 1,I. 7.j
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I lIo,, If - i ' i d 1 -11 1 I -3 tt' " till .titg ill
titl I lhll(e f .. .. Il

( e) FL!JorR S'[:I h' ':[I I, m 11114 Il :,] hap[, t{2 is zolltq l[d Ilv'

"'S;( 31)3. I42 i2FLO)It SI1)('KS IAN (iN VINES.

"(a) Fli'lor l SI`4KI T.;x. -[} .m :d~II l I i t eII's II \41 Il hIth I t il Il U l

Ivteill ir nlX i.lli. l ip s Illi ,I'e ItilS btIt paid, laI iidt ,i m th, dcl(til e

fil [I' Hrlifi¥ ll1[ ii)ll[iii I] .w]l lghtl ll ill .ui.l'ii . f. I i n hltili'[
iilt.hi'd ti f ill. ) he', iii I., Ii' IitdI. IsMO . [l,. h .itC . -l .(1 .. i da
floor .. I iw; ta'I it rites i ldld tio Ib, [i. .Ir ll i - ' l ll llt IillS t n
tIj'li' ablt ICo <HC u ll;'[ I'].y 1,t l ,clioili 604 of the vpnt\.m Ac.£t oIf 1942.

"({) Rmr Irs.-UI : lI, ,:'ntw l : l :tiVnts the C...misninrm..r willi
the apploval (of the Stcretv I shal )l IpVI ib4' 'lilVll Ip , fllfll'tu'd b}'
Su I )'S tiflhI (a) to pay atn SAI. o Ci ks ax Audi, or: I bef .ilt : th ,[le l

Of tlii. Hut ilh bIt fdhi d.lig the fiiv l il' ho if TFill, VI of ide
RIrI,,, ou of l 14 2 i...k,. a itl l h ll.. ..I bfo' llthe first

, I l of lib } thiiil it l Iilnodh fll,ig n ll I ,I t let(i Ie I atle. lay t Itoh tflI x
P ulno'lt f t tax liI, , tobe du ..., II ' ('i exioll ple tPJillt, ,:ls

Ittl, (hzm tie first dla ot tf H' I: :lHlE ilpit} i h [ l fh II..ig. i:[htiiI, dhIt,
1 Title VI "f die, I.' entil Ac ,' I 142. upoill III filing of a bond for

DIhlIlt'll hier tof itl mh io Iti) a.t.. . l.l.lir.t(. I and with such surety or
1Itities I1" Oh' Ctmt... iM'ji.l..qe. witmth (h upl'ovn of t]le Se'jet'lary Ily

(') L.v, AlI.rrmf .ui -Alt I ......i let[ III law, i11IIi 4l llg pell
Jllties Il)p litaI)lt in respxell of It. laxis Jil.iij'-ped by *ettioln 130(1 (a)

be apilifiW(' :iif li-pvi*' i, Ip IH.oH 1 tax iiij......l I Y sltt}-

SEC. 615. CIGARS AND CIGARETIES.

(:I) RI 'er? *X (oI, l[:.--r't) i'll j l
14

[11 (2 ) (I) is :mi ' , 1 o rli:d

u'i Clltiit I, (}IIt ] i }I t IH' l ,iii. (il l. ] $A( ) joldie

to I i.... .. hImt lkl bI ih i....ih tl&I Imi i the .....H.. thax .s:I 'tIl
(l¥ ... Inds Owl~noo hh~iiE [Ik'l l. 74 l4' II('3 l[ ... ] } ll:tih

'iO uhilq iiare tiit' hl itJyHlil "HI lil" atB 111t11 thti le t d

"If [lTil1)IaH't tIII l H. ) inl/podtdl II, l't I Ilt I.IOIr thai ( S en ts

I!:5
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"If ianm.. rfiitum ed i. njint.N to rMil at nlore titan 15 cents
([I) h llll II ot vIInII l i ; eltt ,J i l tch, ,1)4 pl t [IeI tholl~lld;

li' . .ll . .ill ' .ilft i t.l I itoitll oi to retail at. moe thitn '2) 'nIts
aU, b ) (20,0 ],,t' ith/... l. d.

\\I[l\ l tr inl th is yh .{titon ' QIO[ [,ie i l..HIQ tO iCleas I lhalliJ
tNo'tmdI m in.ortid to 'ehiJ att lOa oe celtain price cm-h.
Ith II...i..hI I iW'laingI th ixn to be paid regard slill Il had.. to tIIlt
oldiniar. rtahl ieil pi , simgI. (iga in iits II i.ili)al mariket."

(b) R.iTS (ix (nm ll rE~Sv.-S(tion 200( ( ) (2) is i aendit by
sAriking Out $Ul.25r" a..Ii iieting in lieu. thre.flr ofl a .. and iI
sti ii.rigkingt 't .1. irn.eiting in Iei thereof "$40 .

(c) 'x,(,t S.xws 'I'Tx.- Setiot, '2000 is aietehdl by insert.ing at
it.. end tt.ere.of the following new subsection:

"(o) lP FiOOR S'm as ax.-

poloI Int ' thm1ts .... ) an all ' igainett' Mtlbj(Ct to tax ujndll'i this
sect! l /hid) on tIaklt 1l w'el', date of litle VI of the Vl(evenile
A('t if 191 r h eId by ank I..rsn .... sal... thsqin slorhM It Ievied.
ass11e]:led, eoffii I sl..1. i Ini a filol' SiWkS tflx I It l'1ate e'llfllI to
the inceFase in rate (f tax *e iIIa&Jtilabh, to such(1 artie's by
tie l(evi-ie. At of 19 12.

lir lIV nFloor slo ks 1tax s oll il (11],{ifoe r lr tie n o(f te t it iltli l
n'xt folIi11g hle mlolnth ci wch TiIhe VI of lie Re,'ngm Adl

of l!}t2 IaJiu,, ht'lt. Itdl" skih rcailtJ;tionv J> Ile (I .... s.ioinI
,,itlh fhl,, apl)h il oI the 8eeletnly hall jI'.:..sei, imake a I'ttll'

aiii y pai si1h t'ix. e(,(ept fLLt ill Oih ('s of s..O Intlihis held
blv .i...rI f.t.. 'ltiitl,~ and i11>polels, Clip (Tatll...i ioner maty CoIi1t
tie tax whIi ,- I... to al or p att p f smit!th :Iolide by fll... 11 (If
Stlop, tie hll' n Inioi. m.... I jt <lwi 'a, Ilnay i ike an

timl (ijgltle tiIx .hlmp.1lS oil hInI on tlie efi'ctlve otk Of 'liet'
V[ If flth? 11' ...... I, A{m Ifof 1!2. frt i t, t iller'ilIce lietwei hllw
;....I ..... ( p1111Jo ( [lsi lO qis i..It he it' . ( ntl~O I ll ...S I .. .js',I bI
time I{elename Act of 1D12.

lemialties. a ~ieble jil ies tpel h tilt. taxes Jil..l okJsd by setioin

sttbidstion. Ie applir"dite with le.sect to the iotr sRlt,.k tax
jmtiisetl by Ills NIsiJ'tion."

(d) O(s!-Elimir O)urNC DIFrFvrnry cr AaT,,E Twl {)t, s xn Non
Ayr,. TI, t} Our'cEs LERM rf'ED TX IN PAI( A(ITN OI I'AIeNW( AN,
SurSrr.--ection 21(1) (a) (1) (n'irtig. to prnlihile ]pckages fr
tililt' . ( .. 4

]]. sn]ff) is almeincoded ly, strikin oglt itwh It difference l,.
ll I( h 1 (11 J Ikt~g idIII thI. ..... 11.tex s...tall of .o. e olghth of in oille

illp I a'ta inllhminhldg tno oIIue'" l, iidl lose'itm in lien thlernioif "with

It diffmuem,-pe Ittwm each I kamsv lit IeI.. next analllsl{lr of .l.t'-
eighth liC an ( ulee to atp il nd, 1...tul Ifi.in .Tt ....e.l..t.s.

(t!I EN I'O[dATION tF C II;rIIm'lIE P lA'SA[ ANI u1 tiIs FREE ov IwNThI N u1
Rv:h rtix 'I'AX.-St,4iof 2117 I) (culating to tatllrw e&pti'ttititin O.
tonlacco) is l..tIdeIlb hr 'iti iig btll ;~tl ot ,'1figarlItst' jul m ting ill
iteu la ]....eof "i(,ir'4 t.. .1. ig. relittc papers or Iuthl".



SEC. 606. TELEPIHON E, 1TEIEGRAPIl. ElT(.

(ht) ;I{A v W ' I dl :n o I, i. S,-,~r Iiy It.l :1 ilrll.sO:

"SEC. 3125. IMI'OSHION AND RAr:f Of TA\.

P"(a) '1 b11 iln hp(s>dS :
"(1) ' [TEEIPIONE :1I) 'Nil (FltU] I. F'---

>(* Ottii timl ihItiHi jii i·~ itl l~itlull· tl,.i I' iiitr.ti State lop, 1
"(A) On th, :u.... paid ithimn tthli 4i for1 tahtF lor

,S iC] t (!]p .t....I l I I ' lldio ... l['1hill " I ..... / ol ' ' lml ,

. r lhi-'li lb,, (I.l d t is~ ]~IIt l [ ] i'*t .4 t I aX equal

pit, ~{ tl' 'qt unl fd:'' "(" 11m : lnl l llllt,- l plid. J) f iliI . ll t is[' llit/4rt

0 (liSt,. , h l m t ...v rif . f. i llI . t I t h l:,,,*iti v b i. i i ) ]

theI immo i III ..... x/i c ti n la, I- x shah,] IS. Ill",d stall 6)~ the
s..ill olf alil schi (ihges inl mh's d i .> iIlw hT f .- ill)a l iiax siall

Iilt b, hatIt l .i.ll th l , fm ,ilit1 *ih..ll.l illlS .s lm a l.'atty,
.i. m. slld i n Ith l i b ill il. t I t ll
'"(B) On, thl tI,tp ...In paid tihm Ih, UV I StateN fill

eart' {~]1 'I]}, ;:tbll . 'I~i di Iliqllth OII H11t*~flgO i1 lilY

S r(li5llltt i ,dit]l aoi ' ll1I f th gllt1 { )tli. eix pt i hiat

it, ,h ih ' ess age tll rae shill I,. IO ~r iiiplilltu. If a

)i ll Il tlllll,]'lq l mll{' ta la e fro' ih,, I i l l I h s
111lt})l'agn['~lIlh {by11, 1 {1 Imw l, I )I}I whiA' lhc lax { Ili l )of I 11~!
latth ir Ilis suiibpa';tgriodb shall 1. bat'i shall ie {Ihe ;1m

lh ITi] S ii"ilt li'i liits.. x fp lip c .h . 'l i ill t]w sill a n..I (h

ttx sha ll "(, I 6 based I pOIx IhI dlml'gS. fm ach( L uitIei ), (spa

ratI lYt III,inlud eId ill the tbll il j ii B, .l i'ja Ii. I

"If t IA I; i,. .... ie tl>l a gI a II II l o t) i , Id h i I. g

I'o \~ lax C
o
iii.I

q
iit

~
te t~[~ lOBCS. II iII I (;( I tI m· Ilt lltt

I~~eixxt,~.n lul~~"I"thihldf ,ms tl, 'lhh ' mu lp .h all apqd~.
(hly pn v i.... nt of ;a tu im ..... d( b% sulmrgr [dl { A~) tr (BI)
shitlf I, I',qliPm'd B)iIx t" l~l~ll tlH' ] w.. 1, rm '-Intimll ilf mw/~ iw

to*.i. l.qI .... , itIw d Ill up II >i i .lI .. 'I i~. li'ptl'j h.u ti

";12) A4E W tlq. 51 .

"() LA) A, tax ' IEO'Nl'tt It 5 el. r 'oflvutliut..1 a4 h il) t

buV~ 's Ilt Ii J ll' Jtll Hi : t141111kl, I...( I....... I]<.tJS<.d illt..

"i A lax lluialt t lv I ISp:t ..... .. tIF. lIlt1 ttltl pai d
fit lll m} I, I .... I llld ... ~nl m ... ct i'l, (i ..i d lin[ M ... k ~ otft-

tiolt [lIfd iifial'' Id l ... I.. l i 'h}ll [ J ', HI lhir tla ll
isr .[( ti.abje : lI Ji ]I ihila r It(2 I. i\t'idunt V]'i(l
Il,s, 6ihed h: sllb[l .... Fig ll,h { (A ) .

"Th,, lax An],I ... j :3 nd r tIIs pja;agr: : :h~hl I,1 "(, the.

;1{;[) Lol k ' 11,;uE[ ,IINE "IcIn]'E.-- tflx t'qllir}~,h {1 11 0 O 1)[WI

C(llll )f fli(! mnum"llt Ipllid byv si~ci~' £.. h'~.' l tdclpd...ne
t~{t[' S"ii( dt ft)] ][1

l
tBi t('('llTIii ~qq /, ~ [I' if whkch it

tax, is m*{A I...l'u de lm a r p I) ... (2)I. A ... mint,( paid



fli o. dw ipw,,taAud ...i lI k, wh'..edIe amont Iwb d

I.. .. i. .v. i, lo, orinse, tfIo, hwWS ill (0111 (,, c 1 lop Itn
h .. ' I s : aill Ithlbh! to ieII Iblie shall I. bte subject to the tax

II~.lsl'1 dtIns niagriPb. Ixctht (h)al wher Hnel ' O it-oin]'tt.'l
1OlI IoHikP WV' , i s / ' ! I ..i> < fIl' 1 gll 'i CQllte(d ;I.i.i.iI I the

paHH~ /ll, ] ii ..lllPl' 1(ie1 giahl'Itlllt(.& 1i111S i llty ixeId hI)tollbly to
uHdr IFnoldiI (hoIt$, htall b subeljetU to I 1 tax.
b) 'JIIis ,, ctrn 'hall no t )t)Iw to I helie ..... int paid for so) mu11ch(

o{ thI ,Ili' dt,.ib..dI ill paiagiraph (2) of 116Srbctiol (a) is is
itilized illn flt oIIdllCt, ly ILa ,,nm4,lO : cnaier or telophoic or )tldgiapi

i-lpa or ia rnol niton stat]ion1 0h flli(l ell wok. of it, ilshllub*

I I atE) AIINkEJI, IENrr4.-
(1) The a hieIlheIt" tII ~It, sctio, 1635 ( a) (1) mIdlle h sIubt

tio.. (a) slih'l II v1ipii<'i~bIt .. i) .. i. h resltt fit, he IrixII d ugi,,

ting wii thtie flictivr (itle of this title.
(2) TIll 4IlnItocllt,$ to 11ction at6lE (a) (2) and (3) in/Hie

li sbt:tion 0) shall apply only to l.l..i.t1.Ils paid. pulllllillt to
ii;IIt rolndli'd aflir iii v * datci", bite of Ihis title for serl'e for
v, ieli It. pr.. Ilos bill wIas rml reLd. Mhielre hills re.red , I,,fte

,he eftotive dtie of this title incluid, (hage for set' iee Itr-
i losisty re .. .1l, I, th l ..iii(Iedlftriits shdll I..t apply to sutch Stnl'it ,

il, 1 IS r1l(ld mtd il .l. )I' t brill ti I. .. l.. lths lMfore thhe ell ctive dati of

ihis tllt'i, alnd the Irovisions of ,i('tion ;W. 5 il FriecI. at thle (tline
IIwI I prlior t-trvie wtv irt itlt 'h lit II apit lienubh, to the :,mmdi
paii for S-Iihi (,r vIc

SEC. 0i7. IHOTOGlRAPICR AIPARATUS.

St..it 34j06 (a) (4) is anwended to re,!ad it follows:

wc-tibIio luore thian four poundbs extmisi, of lIens '0

tSI km: i ) pIhotogl ':ll II' nln..Il] ipi,'tnies or in d elIopilug. ,I t-

titxjpiu't )lbtr..aphle i, a..s (iC...luditug mujotion pi'tillt films
u[t to. mtItim liing X ray film), i.l.. t/griiplc plates and stize'I

plpI~ [ L., (Ir CB .IIIII...

SEC. 608, ILIUIlRICATING OILS.

litii n (1 llinz I, to ... Iualj i nilg oil luhr'.l.ls.) is ame edild (y
511ikiig t ') ... I't! t IIt h ;] iting ill l'It thertf "6 eolftS'.

SEE. 609. TfANSI'OrrATION OF PERSONS.

(a) IxcN'sr AN IN RAI Set.Iuut 31I¶;) (,) (avhdiutg to t[x oII JaIls

,orl'llion I f IIrsolns) I11d ,#ctimi ;, V19 (c) (relating Ilo i x on vts
,n' IIl,01s} are Illltelnided h l) i'imi , (ll2 Oil{ ;f 5 ipl'r It P111

I" 111..d illnsetting
ilt lieu tlltiuolf "1[0 '...in ...

(b) I .x.... iN I,' MI tr; Ip, AvImmII iol E1t OF I Jx]rD NAtIIcN

FPi 'l I xN IT NISI'[At I IIis, 1TC.--?4 04 34.9 (f)
('Ž) (I altmli .. .i .t.x.tm ph.tiomi lu the h tx I I trr t Ih m t:iti(uh of per-

],is It, , I, v i1



~oll a) in litm 'idn , I I 1 the I JIA I s-t 111142 n h 1 II .qI... ',t 1 hf e Ih, dIIiI"

or ToilViI foi( "I 4i f lll]) o if t [hUidil h I iiI,' 1vn N i ll r i i iii ull rn)

SEC. 610. ORGANS INDER ( ON(TRACT BEFOIiE O("'OIIER 1, 1941.

The tflx ,inler C'tilll 8404 (ld) of Ihl Intermil Rlteetl' (tide shall
not appily o u, te ale of an organ .sold iunldil a ibon.. .idt d riil il
tr enled cyl red iii k) ,I ()tol IL, 1941. al..ll I (iax paidl Miiith r'lt' (
lo th] , k' il'f lb ltjlt~II i 111i'i i'ni 4 may Ill] 1t} ) fnmhl.d .

' ltht ti I Sf'liil. : - (d) he III l I RIevnmi,
Code.

SEC. 611. TERlMINATION OF CIERTAIN EXCISE TAXES.

ThI taxe, i'llpose.. lv iBt{e folovwi, 1 rov]'Jis- sll n)it apply I
till ' -l by l I . l..i..llib.VIti lIOr. pildlki] iV'. (il ill (Jlrll ' Iflt, l tli eff c-
tive (it> tf thii li i..f 1 I rh, lie, tNoxabh, Imders'h visi

(a) Section, 31013 (a) I of It I,, ] lOVUnime Code (relating
to tax on eleclrie signs).

(c) Sewtion 340( (a) (8) Cf Ithe ]lll' It;.ni (1,d (Irebitig

to t:ax on ojli uLl llil(:i..li.tI).

SEC. 612. AFFIXING OF CIGARETTE STAMPS IN FOREIGN COIUNTRIES.

Sdl,tiln 2112 (4) (rehlting It, I'jtLithILqtIl of aftiLiag ignnitte
salll.) is i(itlt(l Inv ii tiig it tilt- i thiei'f thhe following
I{I, ,ii1t.lli t..(.: li( "g ' lltf t 'iut11 o (ti i I i lll .. .. ill il j (.lliit til4

ip' rLI ta fl.lllll. of. clhtt tOi lt' t iixi I Ihe {ildliid ji llItid hlltes It)O
(igPqliiqtt?'S iiiiiili~fI& ftijti il l ih IHlthlid Mtat,~ aajlrlr t into ltthl
ftrlhglt .I.iiill]'. I li. it iilhgaitil i ItJ.lt..'. rIfil idl III se, foteir
try. th I .ir .in fl).d i w i thiit U itied Sliat!s II.l... .11.i I loreign cotlle

niftloiilll' witlh t114 ill[)])1%ll of lth kone t' li~ll' Of 1IIll 'HlI'kltlHII Illfly

j)Ilig{lii& ltles ill ,11,:h 0 Il'lseglll t'Itisltli,1tO l

SEC. 613. EXEMPTION OF INSIG(NIA, ET, ISEI) IN CONNECTION WITH
UNIFORMS OF THE ARMiEl) FOlRCES FIROM JEWELRY TAX.

j!;[ei 'y ltax) "i.: w I 'lcd Ifo Iplald }a- fgI} 1} v:l0l lx a 1i( l 'illhs

tion sha~lm l ...)t nppI v )1 ,, : til, u fur ligiwls I ill')1' si t,
silgiell illisuliliitltl , ti) atthis dcifigid e ipeianlli fi[m ms by ile
bli Ld, tw fitluis 01 I.Oitl]iiljg>- foi - ,HcI0 ·.. (.. tl-J;ls,,(.,. > ai
foumtaii pi, 'ii n -[)iip i il oJn] 1P'lw ii (I, pol IIr ti

)Jim~ vwhichl c(0 t (~ ]}lO~ i r , litt ]t t~se011( ill palts ,,t sId
Inf OtIlIi tl tI ]Ilj c. o, t I) ki }tto , illigmla. Iili) der eIs. ellill

strlapI8 *an orlhI dt i '[ ail fi i i, I il l r' tclll'tctiiII with the
.,ri i nOiiis If th t.. .'..I 'tl , I h',li S, >.'*

PO
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SECC. 1. REFRIGERATOIRS. IREFRIG RA fING AlPIAT S. AND AIR-
CONI) ITIONERS.

"SEIC(. 3105. TlX ON M3ECIIANI(Al, REFRIGIERATORS AZND SELF-tON-
TAINED AIR (ONDITIONING UNITS.

"Tf li.t.. shall be i l ..I.,s.l oil thIe hmn , w r t e s ...im ...l h init
Ot1lo aC t laits p ' et!s DI PSI tlt'efu tl ( ii 01 iIt ¢JItfimi O W gith
IlI sile l .f) sodb L, the Iriuft...urir, o or t Ailnhpoiler
i tlx ... pivaltnIt I)t 10 x1 (qit, oillllf ti ... I'im for 1hit1h ohi:

(a4) trlIkIt nmts.-I-III lihhl ty I refIiglealois (f singlie or
I)..l.1tiple aIl.lh.. is, l:i allaloi,) imi jIg. ,r bii g In'hill. 'ily Ii d gltgned
IIIr ue with. I ebmiti, *tbirg4lati;ig timt peimah,4 by ehlivIricitiy,
gw¢,~ kelq* t... ol. gal. ,i .

(ib) Rumq's. flpOF(O(lStI, OXli lii iitS, ICsiirilitaIs 1111 C1IF(lti%)]I ftr. or
tfitbI)h fr uI, a iS n pt mi' with. housed..lId type mrrilg r ut.ors of

tIh kinI dsriewd in siiIfttjoii (a) ex,4pt Vh(in sold as colnll)OInIt

)arts I r 4mI..... e r. el p i gItfls f or ref'igu ttoig or .o..ing lJpparatns.

SEC. 615. EXEMPTION OF CERTAIN CASH REGISTERS.

Strtion ... (a) (6) t [datingio tax t]i Ilt,,nies.. and stre, aclhinues)
aillnlld,'i Iv ir"tintz arfter "cish I th following ixcpt

C(Ih ,rgwih ' 'ir ilvpo I....d in rt'gi''iir ove. r ftlu o.urtt Mail

SEC. 616. EXEMPT TRANSPORTATION OF OIL BY PIPE LINE,

St, tio, 810o (eltingz ai uI l , ttispoii.titation of oil by pip, ile)
i,;,a .....e by addintg t it e, I ... of th i tf tilth l......g nw slIs [i4 :

;(t: I X:M E i'T 'THIRN~I' R'rVION--IFor tie p)ur[l ..... I.f tI is seatilli,
the tewn /t~all'ImLit[ithi' shal jiot h i]..h., tiny iol vt..rt .ittI h..ugh ,ires

f pip, itbim tlb, pni6iis of 2t rrr', a hulk plant. IrIjlnhal
I ,$ t ohdit. . I. nf. i. . phi I2OII' II- it. .. Dd ;I tolit.lll. ti*Hi 'f ,f taxable

tIl)ltpt.Iwii11. lbih (] r I'iLtts if waV, - ktitIs, Iiighxlwys,
}] il,:. : ' l't,¢', or Ls ]'O/ Intli's of 'tI.et.I i, ,,i]ijiti,.ri telll ith Stich

;t tltlveldeul{, hall lit of itclir (Il. st.i.iti ,sIli itivellt.. t as being

SFA;. 617, (OIN-OPERATED AMUSEMENT AND GAMING D)EVICES.

(II InNiIII Ix RAr .IN (aM. I xAI 1It: ,"4{ Sion 3267 (a)
i2 antd (3) (IthIiig , ot, of tax oni gai..bling delvites) ik s n.lt(/

lb sIllIi[lg out "$50- and hlIstiihg in lieu tl..'eof "'$0'".
I,) I)rIN II...N.-S-,MIil4 .. U(G? (b) is aim.e.. l .. toaild a foilows:
(b) ih:vUN..iN...-AS ulIm In tins P;rl, (li tImi %floixrlh-tV(

M11111e1 lt ;Iltti gllrioiug LiP'vS, ' [iaanS ([) ;ty ... tltilite1L or I11/Ic
it'lli[4 p[)rtr I .. ...i.uS t. f hrt inSeition it a {o01n token, or gin -

lar object, and (2) si-tMll t 'sli't mahbines which opeiato by means
4f iivcttill If a coin,. IAkein. o] I ... Ait bjet and which, by apjl~ica-
lion of II,, ...... 'iit of hampe., .av dtivcr, ot eititle the mrson play-

mg ¢ ' r ttiiig il in..vhill to i4 'tt a, h c iIi, plim imiii It... Iit1(:lH tlldis,
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yr token.s. 'Te tlerm &'0' not iiI.idud l Ou t ide Iu imathls, In

itserliti ... r (! 0t! l co'in, wh ic (h. Wh I Il t ii Iij InIuiis I l ,I Iie. I.('..i

dlisi>(ns a p riz, .f a retail vl olf. or euil tilites a per4 n t 1r11 e ci e
,I o )ri? (IF a rehi{i rahi {f, Iil. t[ha e ( '* if h ie ...[v

,'agsilied unllr {hnii, (1 md not uInder I:ne (2)."

4c) It, r i&'v IIA-'E )1 ,rVN { II;IR. I . F1t ¢ io , lmI l ,,,its Im l(I(, i

(I) LlI k haT* vklor! f) oat Fm> h t~i fla. t 4 tax ou h is h
J >o Ifh Vear laighhllg Jul3L I1;.

(2) Il {hi! i'~.t of .. i. iiles no{ trt ... )t , l t Il 14>io. o :

alowl, 11nw . li tsh aull be Imyptbh " wlh 'pq to 11la. riy od·nw
}ic r le ie I(' iffic lv, dateo f ti~ title.

(3) 1,, i he , ; .... .l. ...t ihe .... l. m s if I I ll znI .. I ail hi.. I.. 1] the,1 1 a..l ... t <~f
the I>]ii di.i)'elIl Ih ( ,ntA. to doi hit h¢i-t:inhg ,Jul 1. 1942.

SEC. H1$. SALE U )ENDR CIATIF .L MORTGAGE.

illRTrIT, MA! EN l IA,/ . STtioti .... 21 , 4IIII to tit ..i....

a tiite sm tlt lr i)lht c.) ali( n l .... . it\I S /iiI) is l iiaIldeI i Iil

;rTa~ll±e ,tl, W ]'vein it is Ill..Vh.id thdt ihe sal 's rclie sltll bIl Dai
hil i ln~t llh..nt .'

(c) 1 ) (riltting to tax WlleyI'e artieav aeul uindert iristaIllhnl .I
c#1ditionai si'Itcs oit uts) s ;MtNtl.l(I4d1d by .i4iking .ut "'i (( I a
ore1diti...o1 al( '"lnd in,.erLint in lin thiereff " () a c(oidililaml sade
o, I)) a ehllttitol m./itl'igealietllllIg,1tullt hxtit[I it Ib pid',l ]110m

hle sa l l Ile Jt ill be }ua.i ill & [n ' { -

SEC. 619. REPEAL OF C ERTAIN P'RO()VISIONS REILATING( itl UXPI)
FI TI'.

Chapter HSald Part 1V\f SuilkhaiptI A of (C'h~Jh ertfl7 a .'l,0nle(L

SEC. M. TRANSI'OR(TATION OF I'OI'IERTY.

(it) (]i]nIpiur 80 is fl..i'ldt...hd a heSemii ~it tILL' cud [inOTh' I he
ioll¢,5 ilg I,,e rItbluhapter;

"Subchapter F--Transportation of Property

"SFB. 3475. TRANSI'ORTATI'ION 0' I(IPERTY.

';:t) TIAX.--ThIlr e SIlL ble il41j(dpl .i : I hr .li..i.il paid itlliin
1the ITilie :S' ates ai ti lt f terIie elftitv llit -it mui- Fll t f. ll IllIS
'nI otathm, (11] ( r dh-, 'mjf' efft'( tl vu dhk . o, f p"I "l"' p tl{ 

.
[ad ta i .i.l

vehicle, water. op ii;' fro) ... e Ilitlsilt l the ii i tlltd Sp"fl'tli. s ia ...>o lh
Ilax quaild to 3 fI .. .ll ~lil Of the tvlij...lllt. IxteptI ...t](L, Xce[) Ih il l lU tI

ease (If ('(JIll t he lilt of tax It[ il It I (Ct'< Ii 5 0, hI..I tth N.. S h tax
;lot]! apply oUrllv to IH(onlt, pnlid to H pI,'Y.I. .... lipf I ili ' the l.;n.
(if trmtllqportitlg proptq('tl V r hm~' ir , l uike h l",J :,lll/DI ...... J {tl a , I izlt
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f,,~l.e - c n , > utr ! tL~Unm imt it s;;udJ

}a " l 'tlllallolln I 0l, respeel to wih.. , It ax ]hi", pe i' msy
non )m~li...e. l ifs s*etio..I. I, the tI f p OI)IrOIp !' tlllla)Olqti(d

hor ;,i powtli Ii~lhot ou Ih I litt! sillte[Os It} I ..o.llt witinui the ITnit'd
sl1t IIhe t;l i ,hnil aI pply to tI l IIIIIoIll p i iti t liiitel
5lNit f ir thi1 pltJ rf tle trliI... IOllltion ll ,d taes p]a..e wilthin

tih I itn' Sins. 'I tio tux oII tl t'I"aU polf ati ..(i. ..f :a sla ..i.I

(ppl14 liii II tialtslrittiom of (' oal with rwsllrlt toi whlNd Iht.. tialx

SititI- fr ii, '1h tliis jortatioln of IropleIrtv.
l(} I rixr.Ns ANID PYlmlNt.-T['l twI il.l..ieil bv this sei

,-haH ll he Ii.l by ill pe'msot ... lkinig tih a ]njutt suhje!t I tl, tlx.
]Im'h l&',I,,l ,Iu l, itlg :it'* pit¥Iiment spfCfied i11 silubeetitll, (I) shall
¢o.1 II, ..lip tlOliltI of t lx , injlllosePd frount tile perl¥4I mlakinlg suitvi
]l~1 ,111tq alJ." 1,1 -hll, oll IJ hil~ior tIhe, lat,( dny of eall, tl h2... illlm ke ii
'(lelm (llH liidel'I / l t it Ol, p 'hi lt p, t m I..l.l.h. Ili ..i. 3 1(I1t IIv I to(x '- ut

.tich1 'etor ill lie {, t I' tditstrld ill MIcIhI his lli.'ii palit', f
lib l wp'-,?- I l'; i il. o if lie hi i- lt ll) ni'l plll ai ..lll.. I b llS lls, illi (l
ihitid Sintlt' to lit tli, tlir it Baltiimtivlt, Marilaud. Smoih etIIIme,

shlahI c.uit"i msh hitformtio, A... I b e mIIIh. Ji .mhi ilh...tit'r Ill tilt
....... -io ..... dWith tih, ajIt'tnoi of the Seretary may bym 'ltstiOms

{l(i) ]ixi]ENlNs O1' t'lMlit-.l (oomiwntllrllslm illl ce l l lt tt itit,
lil f] ' ... diakilmg r'eqt i, . ld pa)F iig1 tie tlxIes collectet, u drloll. llu l li

i, :ld ... I'uItiots its ] i' Sll )iheprilA ~mitll the a jiovili of die

i'IIr(' i '1, I II[A;l I I hl' l Ni \t lsi i>l shall bIll , il' Iil tlie llIililely {]dayIe l.
"E(1 lh. I{ iliAl fItN -F- y pI'¥s})~,OI e ngaged }11 tiny .iniiess of

- ..ti nig ,'u.II'hu fi' lire, nhiidting freit. gHfotnrder'S. t tS
fiomqp.tnlei .papsimilar hii'rJsmt, shigi, it ,n batr(, the .ixtivtii thiy
;1 flp tliht Ih,Ilti., late of this s,,ti(,l, o within 5ixlv dlvys ,arl first

it till' I f tIathp..tttii If rpet fi, bite reg-
is, , .i.i..t Ind his plact or piats of blisil{'s wit6 tie collector iln
Ihe list idcih it, hilhl is ]o,,cati thp r'incipail ... e of business of sl,,h
pt I "I. 'I '* p'llsin wI") fils to rgistei willtin tile wrlid
slvr,.ild shl:l ise guill 3 of iti ]niIelmano]' antl tiplon tflylp ieln titietof
siil II I lIind In...t Il..It' tht n $5O."

1h) TI cItINI(i A MlINit)IErt-Stectiol 1471 (a) lid (b) nie
it...iled Jet] i¥ ikif1g ill"o Sll}uJlet } ' wlhn'r o)I' ( 't'ring thlereinl

iid itti'ttilig it litt liltf S'inbchlptrit C *r S1llipter E'

sctli 4lia hiuke 'Ifett ont it- liust day of the first inttilt whMieh
e..gi.i .... e III;... hIItv du' ufter th. date Vf the nemnvtxnlt of this

SEC. 621. EXEMPTION FROM PROCESSING TAX OF PALM OIL USED IN
MANtFACTURnE OF IRON OR STEEL PRODUCTS.

Set, ,Ilon 2477 rth'lat to dIinitioa of firs�tdIoht!tic pirtie~hllg) is
Vote' ld. J I I ao I st"j foI ]Iq m ;

2i~2 jl'i " L", 7it,
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"SEC. 2477. FIRST DOMESTIC 'PROCESSIN(I EIiNEID).

"F1,orIt I 1,It Ol this ('Il1hIIe,'. til( UiIh 'bfirit dIItciO proe
si I 1lQ0115 I he it tI , in th, 11 ided Sutm' ,i lit te , u fituu irt' oIr

I Io ItiII]oIJ on alf L i 'i tCI iiIt, l/[(d I IItd iti , OI f ht I lrtiIl e /%~lh th I (!Il r

t1, *liithl the iax is[ i .l..I)OlS(!, I.i..t do no iU tic Ule th S lreO f I mii ntil
il the ui....farl ' li f ioul fi st.,I ])r'dllt:. O till 0llt O' tel'lit'

MOe or li..y subsequent ute of pah4n oil residu.e .... i.Ifirg floll tihe
iran..f;icLtuih Af i'o/ml r 51o prodlitre. oI tit plab 1 lt t... .... pl."

SEC. 6i22. CABARET TAX.

So I i.. 1700 (o) (1) (raI.ing (o e..f catiomwt tax) is ;muen.ed
(O read asi feidmhs:

,I) AIvm---\ tax equillcnilt tit to 5 r.t ('IlmIll Of ll I11 ..I . l...C pridJ
]for t I bissiO]I, ief",kleai...p stqia.]w (II l]1 I·qllt li l . I.S, t a ll F roHf

gldllrlt(. (t>lti'lor othl i mi s rilmib l.. II .ItrIi..hi lg j 1.. bl m I..fillc ... litt&
fol Iollit, Iy or flv Ilny lat'ionl or gtLIst mb4, is ,ititled Oi) be pr I)]Ylt,

B]ll'{ig ...t p'timIy or smiih peolfnmulel . 'i'l, {'ttiii '(roof galldti.

v1,aurit hal.or Its, llip p .. 1 oa I ;vlitil Ilhui'l in (Lltihlg ).. liV-p

Ji(gvs (41 ' Otherl (>4lOrto i:4UIlltt. t ii:-'t1Illtil ll.. lio itOlella'it'1I

sv (il~la4

IIIllm C alh.... tar,~ :dkrd' t elimi t f ep tqHIPI, ilit C I IIW ,t [i l , it It tlilt ,ervin 1/ I4'

selling if flod. 'II flt]III (... l [(. F (iseli. iA Api 'fo.. ll lalie ihll be
I't l 'uI Iis beiIg Ilulnish'(Ilod I it pO'fit lor ir' .S.. OS this se t ilOl VeII
thlou.h cha't ili' ch a for .t.ii...ll .sI. i'efretbshilnt, #lv l'vfc.l m iel-

Oflmlist is tot IllrPasl1 by sI'oll of ti(m filmnishintig of luI'll pl' -

foril. .. ce. No, tax shall litp a ilw.bh,' unmdler sutsecli.i (a) {I) ou
(oiitt Iof aptI .... lit( liit I ;ith i'ospeit to ; hidh tOx is hnposd illdIi'i

this "dsuhs6oritm

SEC. 62t. SALE AND USE O(F TOILET I'IEI'ARIAIONS 1BY BEAUITY PAl -
LORS, ETC.

Sect ion :0 IO 4r I, is n.dld to r.;. asw
"'j) IBA'Iry K'!imoi't, E;ll.-i' ' IIL IlriOlm(, of sImhlstinI (a),

tIll slhi · f i..v t'hlgt] des(lihe(d hI O..ch 4-iib~0tt lii t( tol]m U JI"
o ·>mtingarhmr ... b t[loi.O0 ,iiiilai ,stalblihlmmeit. l Ote
hi Iht o],fll)tlinti th..iqo. I I... tiot for re'ale, slitil hb! COis i td p side
lit ritnil. rialt( use in I.11(1h OBpl'fiPol o t];' ditl1 tirij le inl Isi
se(tion (a ji) I'Csd by Mica plerso n IO or altor (hie eftlltlv& lite .1
section 622 I. tihe Revemue Act Of 1942 or ixIste. .hall be emisidered a
side agt rt0til by Yiih pels lon it t$14 I ..i. tlip a rtuce is first set aipl't for
sncih um and it a price eqmuuident to the tmolmlit p)aid by hiimi for the
ltrtich. ' ~

TITLE VII-SOCIAL SECURITY TAXES

SEC. 701. Al TOMATIC INCREASE IN 1!43 RATE NOT TO APPLY.

(a) Clau>s (1) atl (2) of se4ction I40r) oi hr l hl, Imsnie
ContributiO,,s Act (lItie...al tN...u..e Coes',,. [HO) ale aImelnIdie

rea ntd is foilows:
"(l) With ...... to wagOws 1(tdydit i l dm'in~ tihl calendar I'041.

193)1.910. i9I11.. 1912l. lbl L)II, tab' r, hall [ie I].r eutitmte.



Ut It iMI n I flIV ?

Il14 aid I!Nt, l ILt LJ I c 21 I oenn ,"1

id, 'hn t ... a (t) (,f
1 CvIllu liB} f *tb Ad tlitorauil

j{P, iiteP (tG }k ('N. i iI) I .... Iqie(I 1( 1' ,
"(I) Xith it, -Il(', I '¼ v xag,- !) 1,JI uIImig I I cuI IIll, \981

"-(2) W ill, I.pl It 1,, P 1,1g p ,I lid II ... ito II H ; IT mlH
19 li d itl. th I ira(' IIli e 2I ] , p, .h ln.."

TITLE VIII--REINEGOTIATION OF WAR
(CONTRACTS

SIX( tIl. t IENEGOTIIATION (F WAR (NI ItX(IS.

(a) S its, "; l, Ii (ii. (hi). e I .IIe ,i t 4iflI i [i l ,i t ixtI Sup
jIuii.... NI tin,i .. ).f..i A rIh Diti[, Act (Ihi hi 5'2s. 7?th
('Ci,..... 21 e ).. i... Lm II% I( [o a s I 'l

"?tl, 03 ( } !O l lb( JlT \l'J)lle* of tlli *-riilII o D po l.. t, Illl-

li Il, Iit' ' d 'liliM r .Ih-l t Il.:. Jill; I II it rli ti,O liy Ii li.lrln l ,S t....izt> ,I af m l) (. il.. .. llt iltldiiMlirat.

,6 ( 3 I I >&I i - .II I II g A i '1l O I II, tihi
I(r 1pi mii, h th e e .ili r eIiii IIt' (?V.lii...i Ii Pl I pII, I({ i T ~ile Jul'ilh lshi ll itll 'liiii t ii llluell'elti~i lh'lIutithI

I ~ · ···~~~l~i?· m'I...''r a 'm
t i i M II t Ii , I /( i I it I eo 1 i tI l 3 I I h oi I I' Ii ,

OX cIv- ci~,I~f ii Itp.I dI I IlI ,'lil I
dJ' i'll,, l [~·.}l ;Il)N ;,ltI ' P II 'I [om , d h., F, I It I...pel rl: l ofm ,I ;, l...lll

t I3kl l'l l I i, .l f( , II II PTII IgrI it] Mi lil . tll 1 .tIfII"I] ?{H II t i I)tl'II ... ' Filt' . iN h J lk itI ( I Jtlit' S 'Iie bitl.

Is a'hli h..Izts 4IdtI dl ptV tc (,I t hlt( v(,lt il V Itll. : (m' j t IllI ttIlltOI.T i,

*L]litii ai P o ilifill . i'I..t II)1: ..l. il ,l Ii. . .i. itItt hi .m IIlPt Othit*

:Hl*, as'PitdMd IlIm.I.' Iin i hI) l f th, S,,ctm e ll
p i .i.t twah il t ihh I , 'ii \V;II 5 iU'htt.. I iildi3 iit

hilti I t llIn i i) I ll t 1 ilj l h >rI Id h&mimg. f : i.i (x)eI Ive Ilprfl

t:ill' 3 C ki IIi Ii... . p iiilic (mIi(,kha [Jitje if liet bub('o -



I I r" 7 l a l Ii;3 if, ... , III j od, I
Si/'l ~-t:r . ih ,of p ~i, I i... b, diitII... ... h I m iit'ht if c ertai n ly
(ii) :t Io isimi fII the :l , .,iI i, I the c ,It lot for the lnitel
St[i is If thu ji....l.i ll lit ! [l] al1 Cllhlh io i nl ih {(4 [ [111 i( [ li { ofI

lily stti ..tiitit ] i ll ait I) t it, ttli l( '4Jti ol d i I. . .Il.ll .. (r, ( llJ

[JR!i [i!?ll '~iltllR ll[ }I l lb
~

spII l llhHl'iil] 
[

III(: I lr p il i, [I (S... I O Ri[
tlimiiniiatp tiiotigl lIhi~h'tIol.l- m]i t' ; ] ill (i . [Imt ol10 .. IlI .'... I i,

til ' I o1 llCitti I di, . . Id- (iii) a I All 'olPfr ( I)t]ie 1

¶ $ eht- pi, u*hi ~ttl i/'finl rI . Ill[lgm di tdi h (-4irItIC(] i lt iltd iirq. r

it, al'l toa.ci, [l ~l[ iiD{( I"ll h ill. .... q I qls C isw S ukI)o· lltF p.'i-()
Vxi'l ls efir.lrf.nlili, 111)u -IiO,,Iof ulp.lnIpthtirl (3) tid (]4) O[

i i"(4) t i,i n.i . 'III [i,, bl h tillf! U itied] Stats It .... I

I oil lll t oR IIh IthQl ! 'i(.. 1)t ' n Init r or fu m .i..I. l[h]lid tt hy I4 litll

th [tI, Itliil. S itua l , :n i ,,hI ; IlIiiri i o to dwitw oa ;..ile : ut
(1[ of Olilt ' t ll , ill {}Ihto d(NHi 'i d III· f -I IC)... p iLI-OIi( [ o]H".1"j hq*

'h, ( Iir'isii. for Ithe zn*,oiatio , if th, eItt..tai pri , iII ti
discteli(I, of lte S c-n nix, { i) 'I,. tfi {li ¾ I iod . I]' i mriod w...t.
m' liit] ~IiihIi [r.lmgotIitition ,hall he] hid; aid I ii) if in Ih, .pi
iii O1f (lier N,, l U [ I (ill Il i iSi(). If ha vrInh.. 't/lb t oI sItb llinrll t.

imi ,l(l }n'ktt pilat, Il p Ili' i illtl ii i ( IHJ" llo it lt w nlad ttti ii htil
r,'nt'm.tiillaois, allppv oly l o t .iltlI ... l.l.i.t ] cm t t u a t or . l:. .

mtI) sucI [)ti'pl' Il' [.. tl'(ld• Sh l[ l.i; he std'jetI to Itiegiiatimt.
L{<. ) ( I ltWhienl''i. In 1IIr opinimo of liet Str trv bit it, Ih'inal

Iltlt, tilt polotils Itthizal' OI icly ) t(1 le l aluedl, from m y "moll't
,ihi II ch l) ... ' (eparli 'ie t, 0y froi. i any su.h..r{.,18 thlr...... r .l...idi

n lot iiitl.. I ), h uth .t... It' t Io, , I. . hI e [)I! X I-i tie $;(TI't in

I' 11 i-tit'illn H li'ii [oiIJti iaIt 'IBhit ( 'tI4>hUt- i t, It) mi ll tF lle

"I III£ (If £Wh dIi , ] , I!....II' i , I ....4!<;] Ila dOLL ta i g'l ( il ll.... i t I
haw iIit 0', hiittIt i n a.t I mt , a II I, I,,Ii Thhlihll lI, zlt

¢(i 2) l poll 1ol'-11'Eiiig. /iolu Ih S.ltits iit dliuit1,1i, t

ti t ... i ero L Sil ntll i II :Im I ;Illtq t [nol its elull l *is l lil t'
O hi t I i iLtlIf.1 I Sit its I'u li: {J ; iit in , [ ,ll. i .is' , i I' I II If lhi-

c{otii ]t c ti . a 1( i all' .hlr t uf siit tllJ 'x ,ke lo , I ....sin l{ thil,

2o5i PI LX~X I [II,
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"d.q I ... w t; ol (i,) i} ,~ ), IIi,,lll I llln o oIl, i
4ol to'l , I"oI, I ihI'\t I~ i at .. [. .i.i. oif ;i I ........ (i f

TI S1 Ire t II 1m NhiTig iI l.... ot b (tr f Ill, U nited sinite
itl IllC ap1jt 1] 'ittq o ' tiiIS Ilf hio, lI' T i d ,'t;itp. It, I ... ... frll..

I>ll io' I, I I~'l
+

lled IIIv Ii IlII ... sI lld I I.( l/Iit i i''ll y ii tu ,d' t iL

1;u) 'es*-p Irofits iht, eot. All i..nlone coCVIe [ by w\.D

I ilkely l'[ IIt ,,:llll[II '.ld i w l ' i ot (Iis , tMe l'i tl I ' ,i] ] tlh i

ta DI~ 'IJ.. D lhtll . i.'.'tgii ie ilhy N'(I hh, amt dS e n't'

Nlio it IIf siO1 ( hltittllo l iltir flip(Otlit :l'. IIi I (lf lidlI Ilii anol ' ih
talIlwIiI() mor (iha tl r I i n I ih'p( ei 2 i i II I twf ' he hd It -

Colt ( ideti. lo 'iitt, ... ioilg Slt,a 'llt I... I.l.. I le i it,, (' iH'oIII ,lII..o} (Itt It aljolt Of it 'iO , lldil fot F0(d(,]iaI i.... i..l.. , I N4'p<

'(fi), iluxt tiiiiidi'd 01 >ti ..it 3HIS .1i I li ra in ]lt ' .... ls

· s 'II ( tIJu Ic I I, I....IIh I.I. ii nlsi P1ioI t Ii- I, *'t' .j h -r



davs tbieri'fiter. If such i lttce is nl n givn andl rtlicgi;atiori
coFo I......'C by ith t S.w.. vy x Within Sili >ixty day thie I(.Itrt ...
ilr Sltl)Cl~Illt]1w l¢l 1hi1l1 lliI dcltqt lol I I II o~t , j ...q/ l.. to mI~~q fiioti.h

to tlimii....tr exve,,ivpmrlit- rii .Id fro, ;m u h wv ...
sulwo"(mtrAcl ihu'it~ ! ln, i S cllwilarl ... yearn anm{ anyIilb iiw- ,>1
lID!, Oli D/(O[ ill Pi/l FIi h (I ' I m t . ' Xt I c-it~S~ p ollts I.... i ) rca i cI dm
ilogslch j),I.iod shall fc IhelOs 4ischtitgtq[.

"(6) This snh-t lion (c) si.t I bo Apiipllt'Wh4 to ,O *ibtl t titt i.ii.
811J1wt" ll l w/'fS I ql. Ill( li II II I II llaldJ IIO a l l,0!n l c a w il, ~,M oit'IH F ,;i<'J
]I !~OJO]'e .l. idte. oI!h!r ri' ot [itlt eh ht arts (It S l"h. l'itl t,

cinttitii tCii t-gl ' tti i lll..t OF ilq. ;ltll t . l...i. l .tiless' * (I t(I) filloll il, V-
i] ...it 1)tI ..lIoit I to 8'1th (+hI t Do .I ...ilt.[t L VtSo lld jiliol Ill

April 2I , 19h2, ii (ii) the o ( ir, ( I r , u4ix ..... ' I tr I.... I4 q'-
wit,- pllis::na11[lt to 4I ....,sI oil o(t i),r ( i).o i I, (exetiijpd uludI' ,MLb-d

cti(] ii , (if t]is t -('hi.ion 103, or ( ii) the tggrgatc sadi h v il
itDI'tll't!11' I)F So'-IJIIIJi" (JI F. lot ( Jmll tlo,:I per ...... Hill s, t!J " I Ih ! co'ld]oI
oif or {oiti'lit' . . un rlt &)oIltoIlOU (Ionlt, ht Wit] tI l ...... II III Il
sulwlg{t i J i'iWOIei * rntii witd ii tI ] Lk , Ft' m i [*l-ltll Clind ico
traJ ..I I net r ,'tol d ....r .l.o it, ei)it i. o rill l, Drli.i. i of tI l S .t.. .i.'taci' y
I I'll , xi4l not .... h'dI SIUU.t00) fur the likca! yeai of s I I .,m
tlqI .. .o .i l,] ..COH. c,,l for.

"N;,I i )tq; t I.ii ll l ll I I il 'i t I I lll, ltll t I. I Il'lV -)-
i Oii tie'iC!or,. or otlhi It iw, sihlll Iii! ununt.me' by te lSe 4tJl i'

liltlt tinm .ll.t y,"l arfter tlh e gclows of the Ifitwl Pear of thfe (*li-
i attalor (I iltl torII' IVidlil WIh tOm IiJIt lliHXti or t'.liittti(,I

oIf ti oIr oitlt! : O1t o liro t Itli('t, I LS ( tI ]teii llii td bI y thei S(ei ltl y,

(b) SIlb11b(-lioi (i) of seli.ln B 10 oJf the Sixth Siph.n.Ittuial
Nation...al Ihtfis Appiopriati.i . Act, (Public 52, i2i7711 C.tI. (I2

Sri,,.) I.is II a mendI eId to rml u fohiows:
($f) subject it, aiy rtIl.aL ions whit-th the Pi'(ident, ma.iy i)....-ila

fItr the rirtectti of the ih.rtreis of thI } Gtr''l'nnHit, h1w ltitdi'itv

fil di'icitiii I.t. in (illJ'tq'rd p..I i.t tihth s,(, tary of rac]h Deptart-
mIei] ... y 114' (ehWgilitI iFi xIhoh or ill palt fir ]im to yq]l, indli-
l. I I th tJ I)l' IgCji t > Ii hc tly I i ¢'inlillte ill I s I)4']mIi e.r t, or in, aly

jtqiit, nil ... II li ll hia ]ItI.i. P MIt]I i, u lLm l hi:
OF FgIhhti'~ I lit(I!

Iitit hi, dltg tiolh. of suchi ;,aliihot';t %o'd d&scrt't iitn.
(~) <.i<,n 4103 oIf Ihe Six th 'SH1pI .... wiqtll -Nathm~al DO .......s~

Apprqiathmiiti, Ati (ljIj,1j{ 528, Till, (I e)g. 2(l S,-4.), i u inlI IIl
adlding at thevl lh ..d dl...II ...J ~ ihy ollo~ ng subsinJi~,11:

"(i) i I ) Tlim 1hiltoi j4I of this (,ctiiih .itll ni,,t InplVy t,
';(i) lil 1,4 I I ,, 'w l I~ I :1! I Il,lat'......ut x i I t illy I otlt' hi l~ , I Itl n qt ci

t)Hl;;tI'm, t L vA, golt.I. .... i¥'iIIl C 'i iIi hatho.. Or thil litited S,*tilttS
'i wi iltI iti )],v, i)J},-',s-hEi~ , oII Stah t' or lily aglic1 Al'> IPth,, Iq

i,1,I r, ~i I Jttl I Itti] ~ ov Il lt' II I l' ; IN [(~t'D I "w r e1co{': ()r
(itl) I nx vl i~li Of".... :blJL()fl~h o'( fo)'Jl II(, d m II' ,, . fa ,I ...I( iI

.)Ii 'i WIl c h othL l I lw tl ni'1 tI l dipoit, "I- t ,,Ijr' II I

JIs iio{ bglql ] )lO(.t.,s . fj, l.t iI teitit.l ,evilold OIw faii f'iolJ

o1n'4,it-t silIhgJh fir' hinduh'i-,n It-: :Ilh tilhe St'rti]iies tie
itiF~tit'iZi(I JI joi It i guhi ti mI , tII tfi .. , iter'jkti. atd a]iply this

tXmB lp iptIon .
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"(2) li'e Sc.r...tmy oIf I Dpiinnvit i atlthiizid, it his dis
c ltli .h eii c /t I fr.mn i lei, oI Ill of thi prv.isiols of thisi

"(J Jolt ill 3 fltlnt'Ž )lwtt U Yt'tla i>All o [lit d meioVm Id outside
III Ihl' oqrit']d ihnh if the cTmnt]1 i State or

A laaka;
"{i] ;HI ('Titlt('t' O 'I ..... I. [In tS JoI' ll iWI h) the

oSldoni of lhyu Sucntrea ny. [)roti[ can" hQ ttt torntn with

IIed bI a ptulihf rgnIkiloI , body, of "a.i ,I- ..ll. liTt'*w a
ilit,, S Iiti of igioeiiwittd W IwI tke poiiitwd olf perhf)ulwfL It
Imlliq 1 Stiuth -UI' II or ,tt ,, ill .it bi i ll (,IqoflLt (i

tlilttv tlays:; Jlll
"fii~) a jpotirol nf any ,ontafI $rh It't r jperi'fo)rm-

ot tilerwi eiiitie atn I rIle !t...iY. ,}1 {1 (,.%
fIh* tt~t'etdflX' 1Ih' ) eXtiljft (&lJl0i¢tK m0] -'IhiI&(,i:ikt both 4ll(]
vidiilfly :ntI byl g enil e'osoe or lyp1

I*(j) Nothiaa.. ini s&lions 109 and JII3 of ilb (Critinal (Ol],
(U. S. C., title IS, se*s. lBS and 203) or in se tioll 1901 Itf Ith R6ewed
StaiuteP (U. S. C., title 5, sec. 9) sI hl he det,,ed Io prevent any
person appo nted hy the Sitcru nv if i )elupartent foir liteilit tlen[
Lt[n tvlItpOl'y 'uI'mploytimlt ill st'll Iepaiti .nt. f],.ni adling Its

ITn ti14 States: %rpilded, I'M ml sltl p!lx'rt Shalhl nlot [)'s Iadie ally
Iaim axgisit the luituci St4tts (I) hIMd, arise, hrnm any mnattor

diictly coml0leted itI which r'h por i~ eitploye&I. or (2) during
tot, periN I sch 'Isol is elggltId iI t1.P.l. itefii tulld lieuporar
ell.. loyuneltl Ita Departllltt.

(d) Thl amendennts .. m.. bx thi, e, twio AhaIl ib efpeti of
April 28, 1942.

Ap'nt,,d, [)tIober 21, 1912 4,30 p, .
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