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apter 1.-INCOME TAX lit excess of $ 100,o100, 55 luer cntmn lit aitltifn if
stichl excess.

A-IN'I'1tODUCTOIRY PROVISIONS $30,000 upo()n surtax net iicois of $I00,000; and
.011 of chapter'. 'll p i0 of 11)s ultnll surtax Inet liconlemes Ilt excess of $100,00011 and1)

hiot it excess of $150,000, 58 per centunl Ill itdllin
Illy oilly 1o taxable 11 ear'is Ieginl,hilg of such exeLss.

31, 19,35. Incomne, Wiar-I1'ilts, tnd $59,000 up11on surtlax net. lIncomnes of $150,000; t1111
xes for laxable years b)eghll hig l0rh'r ill)ou suirta)x not l1co1lnes In excess of $150,0(0 m11tI
I3, shall ilot he affected Iy Ihe l)liv- iiot Iii excess of $200,000, 60 ler centum Ili ailltion
aittlr bilt shall relaln subject to tile (if such excess.
shins of prior reveiue Acts, excel)t as $89,000 uoi surtlx net icomes of $200,000; atd

ari 1llllfled by leglstlloll licted ipoil suitaX iet lico(nS In excess of $200tl,004) 111d
Is chapter. (June 22, 1936, 9:00 1). m., nit Iii exce.s of $250,000, (12 lper centin lit itllllou
tat. 1652.) of such exces's.
,; eiict(i by tile iReveine Act of 1i6, $120,000 oIn)ll surtax net Incomes of $250,000; anlll)rl'vqonOldhg 1)rovl~on of tli(e ltvintue Akct

10, 1931, c. 277, § 1, -4S Stat. 081). upon(li 'I net Is il luCm1S Ili excess if $250,0() itnil Iot
Il exces, of $300,00, 64 per centuin in ulhlltloi of

eferences. "llll ('ceSs.
is reelietei without hani' by Act June $152,000 ulon surlIax net licoliies of $,00,000; anid

li , c. (il)O, § 2, Il Stlat. 1652. 111(0ll siiitlax net 10el1es Ill excess of $3(),00()0 ilnid
ation of Provisions. nlt Ill excess of $100,000, 66 per centul Ill aditilo
11, reulted without (ia it CO Iy Act June of such x('cess.

Ill, c. 6)0, § 3, 41) Stlt. 1652. $218,000 uplon surtax net hacolles of $100,00); anIld

lasses of taxlayers. * * * neto Il selia X 111{ lloi'oli'S Ill excess of $100,000 11111
A not Iln excess of $500,100, 08 11er cenltm l addlton of

• * * Scitch excess.

lwcrsolil holillg (0O1lallies nod their $2) ;,00l) upon sutItax net hionles of $500,000; 11l1d
'uiltMIt('It Q. (As n'l tied Aug. 26, Ulpon suriax net Iillomes lii excess of $51H),0(X) and

' 15, T 'tle I, § 217 (aI) , 50 Slat. 826.) not iii iXi'c of $750,()00, 70 per centu lt adi(lothn
'1q rvvilmet(1 withoulllt CiIIlge ly Act .Tim ot sulch lx('ess.
m.. v'. (;;)0, § 1, 49 St t53,. $t(11,0(i0 illitill surtax net incomes of $750,(00; unl
19:17, 10 it, InI., C. 815, el((t to text, added u1on surtallX net hico;lne in excess of $750,00) lit)I iot

I1 exces,; (if $1,000,000, 72 per cen1m It odtllhlln
'ElR Il--(ENEIII, 1lOVISION4 (of such excess.

$641,000 uiin surtax nt liloliies of $1 .000,00(; 11nd1
]'.I i' L.-l\Tvris o' TAX upO I Sll1SutlX lii't Ilicollies Ill excess of $1,000,000 1111I

noit in (,xt(c,s o' $2,110),)00, 73 petr centui In ad)dition
Tax oil lndividiils, of su(h excess.

ii recelle without chant', 11y Act June 22, $1,371,000 ilpiiii surtax 1 net Incomes (If $2,000,000;
c 690, § 11, 49 Stltt. 165:,. alld Ilillili ,utlrllix liei ill(llleS lit ex'cvss of' $2,000,000

on individuals. and not lin excess of $5,)H0,000, 74 per centin It alhll-
tit)in (if uCI excess.

• * * * $3,591,000 upon surtax net Incomes of $5,000,000;

* surtax, and lll)(1l 511l'tai 11et licolillts Ill ox('ess or ,5,000,000,
* , * * 75 per ('('Iei 1hi lllt h) tIn of such excess, (AsI ietided

Aug. :10, 11135, 0: 00 1). in.. C, 821), § 101, .19 S itt. 101,4.)
,li ax l(,lil hcolle, iif $50,000; and(1 upon (c) Tax on lersonal holding companies. For sar-
ilies Ill exces,, oif N50,000 alnd not Il tx oil personal 2 l0llikg .Oom.7les, Set s.)(hllh I).00, .1l per centuim ill adhlition of Suc'h (As im,,,ahed Aug. 26, 1937, 10) :. li., c. 815, Title 1,

§ 2, .50 Still. 817.)

'9.,560 ull~ surltax lie( illcolowl(; Ili $5,5(000 ; 'andl 11)Oa1
surtax 11et illla'e Il excess of $56,01)0 midit not ill
excess (If $62,00, :35 per coCItm1l hi adiltilon of sullh

N11,060 upo1n surtax net ici fles if $62,000; aId
IlllO l s 't Iix oe i 0olilies Ill ('xet'; of $02,()00 jIl lo4
in excess of $I,0)0, .13 per cenlum 1i1 addilit of siuch

stc txCV xs.10,580 Ul)On surtax het hncoies of $7,(00; aidItilm stirlax nt{ hlieOm(s fil exce.ss of $618,000 all (lotit excess tif $74,000, '13 per centum ill tddition of
Such excess.

$16,580 t ollll surtax net 1itlOnS of $87,000; midulpoa stlrtax iie( hncoes lin excess of $741,000 and not
Ili excess of $S0,000. ,47 per eitun in addillhon of

such excess.
$19),1010 III)O11 .ill'tatX liet incomnes of $890,000; allld

upo()1 lllurtx niet IlllCtns in exe(,,s of $ S0,00(0 Ilind 1ot.

Ill exc'v-s ()l' $90,000, 51 pier cenittmn ill additionl of
sullh excessq.

$2-1,500 uoIln surlax iet 111ol1es of $110,000; aiI
illlil ,tltll x al ' et llt ' ill excess of }($9,000 iial 1ot
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Svellen 107 of Act ,tlgu'.t 20, 1935, e. 821). oltod io liw
ti-xt, )rovhh,(l thilt the oloilno-elit to this section by 1 101
of such Act sholll 1i1ly wily Ili the case of laxalle years
Ibegi;n1111nj aftv(, len'e111l)4,t :11. 19)

'TllS lSectin, 11s Illlelldil by At Aug. :0, 1935, c. 821),
101, 4) Stitt. 101.1, was rvo,,tled without ehnlng(, by Act Jitilo
22, 1900, 9(:00 p. ill., c. 60i, § 12, iii Slt. 10153,

§ 13. Normal tax on corporations-(a) Definition.
As used in this clapter the terin "norml-ltx net ll-
(omll i elllt nS Ihe liet illOlli' IllillS tle Sill of-

(1) Interest oin obligationis of the United States
and its instrutentalities. The credit ptrovlded In
s etimitii 2; (it).

(2) )ividends received. The credit provi'led Il
seci loo 20 (b). Stich credit shall not be allowed in tli
case oof ii mlllliv i nvestI onl 'il~lny, 1as defined ill
sect loll IS.

(3) Dividends paid. li Ihe inse of t nul)Ual il-
vostmneit compitol lll.he credlit provided h!t seetifen 27,
t'Oliimpil wihotl i l' liilelii of subsection (b) (hereof
(relathig to dividend carry-iiier),
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(b) Im position of Tax. 'lhrv iliall 1i- ivh'ii,'olh,(.hvd. and ild fo.r vaceh Oixale year uplonl the

lorinnlli i-I(x Jot ic Income of (very corporation, ii iiormltl|
Ilo\ ii f llows,:

Ili Ilnllll iiIx net Illeoln's ilt Il excess of $2,000,
8 pr 41,ii IIiii.

$1 f 11 iiiiIi t i iorl((l-tax l ntIlcoe of $2,000; and
lill n ilii-Oix nlel lIlnCOId Iliit' e,-i of S2,0(011(1 d

it Iii ('M iS, v 105,0(1o , 13 icr ceiiitiin Ili addfl0on of
slullh(\ l vv .

$1IS (I iipiil iinornual-llx nxu Il(i 'll4s of $1 10,0); tnd
i (e)ll lovilltl rlu iI hlucolltis I I i f Sl5.0i 0 i ind
no Illit ixesl of $10,M0(l, 3 ple r ciituin i lit se tion of

IlUuponl lnorl-a-lx nlet hnvolc of $1ll,MX); and

i)il Itiunal-tX ne1 hIcom0es In exe, -ss of .1-,0,000, 15
114,r vIII,(lllll III 11ihlitioln of suceh excess.

(c) Exemlpt Corp~orations. For c oponloalns ex-
evilll fr1-1J la.Xillflh ulden" I his l Itle, ,uev, seelhlon 1(03.

(d)l llnks4 and Trust Compnies. For rifle of his
oil c'(rlailn Imnns and trust companies, tee section 107.

(.JUlII' 22, 1i36, 9: t0 1). fi., c. 090, § 1:1, 49 Stat. 1655.)
l'hit ieotllon , i pniclti'ib tile lir evi ou Act (if ilitsft, Ruper-

h' I X I(- ioll ini l(I Iiillg .Jiri iIoil i if Ifp ItV e l I If v At of 19111(.\% IlMay Il, 1l:11, v, 217. § 1:1, .1" Stilt. 686, its aillivihld by
A . % up (0,: RI 1935, v, 829l, § 102

)  
(it), 11) Stlat. 1015). IT

uIlh.-t onlly ito ititli' yiarN blglhtiung iflier Dec. 31, 1935, by

hi( ihi 1, fltlh M I, ilso § 13t if this title.

§ 13a. Surtax on undistributed profits-(a) Defini-
tiois. As IIsi'ii iii this chijtr

-

( I ) Tilt t('Pill "aiijstelhl let Ico e" liells ti e net
hwl(olll 111iflls III(. silll (if-

(A\) The liii l ttx iiiiosed i)y s '-tll t o3.
(I) The cedl i 2 rovided It iectloi t(j (if), reslting

to Inerstlion vfah, (Iflgati.ois of ilt United States
i11i'a'ti t uni t p )ilil i' iiralhlls.

(C') III IIt, (.Is(i (fi it hohding io.llplub11y lletillte (its
liied lit .(cllon 22al otf Tilt 12 oif the aniunt itl-

lo%\i its it rliIll uldir e de iion 26l (d).
I D) II O il(. of it ntinail Inl(otglgi association

rljlir unider Tile 12, s ellon 17iM, lthe nountallo\\'ld ns in virell undher section 21; (P).

(2) ierniiii "unli,'ti'tuted net hii ri" tneans the
I idJrI l eit il1111 1un ln us ifhei iof't the liit d il nds

a7d credi 'itie ift lortlon 27 il(] Ihe credit pro-
( Ald'd Nit f(c), relliLng to conr ,cts restrict-

Il!"1,l(dhvhhlds.

(b) Imposition of Ta. 'Iliere sliall lie levied,'ollec'hed, 1111d paidh for vaci(h taxablle year, lilpl lthe' net
Inc e( 11,('o eve'ry ('Ol'Ip rli I foil II surtllX ('(IIlIl| to the su-di

if, i v l'oli $h1 0, sult e h tlOw Ii li dh ivhil of tie te-
cll hirlllt It provled hit subsecthtn (c) :7 1wr (Intuin of the portion of tlhe undistributed net

Iiiiiniim' which Is not in excess of 10 lper ('ceii 1t (if tile
aid.jlistei i't Income.

12 Appvi c illn of the portion of tile ill ' ted eot
hcome which Is In excess (it' 10 per 11el| lt :iill nwot
li e's oiit 2i0 ili (eili 'fi, ajusted net Income.

17 per entnn of the p iotion of the undispIerbutcId iet
cole whh h Is ]i ex(ss of 2(0 per eint fill( t

Ill v(-,s oif .Ill per' (-'Illlllll of the a~djusted ne~t Inc(_omle.
'11,., 111'r c'olnftln of ftle p)ortin of' tile( undistrib~uted net

|lt(olnle wvl Is Ili excess oif .1ll per ('ellItlllll andl nolt
Inl e~xce'; of, (6O 111'n' oi'tl]Il of tile n(dJushe(l ll(.t Ilneonle.

27 petrl eltuinl of the lportion of tile lunldistribldlinet
hncionle whic'h Is lit excess (if 00 pler ce]nlun o)f tile
111]jus e( le inet I n e,

(el Adjusted Net Incomue Less Than $50,000.
(1) Sp~ecific credit. If tile adjusted net Income Is

hI" thanII 5((X), there shall bre allowed it . Ieelfle
c.redit (IlUII to ti ll ortion of the undistributed net
hmronmt whh'hi I, i, excess (if 111 per eeiiiili, or tile

I Il(,I t fIncomei fill( not In excess (if $5,000, such
credit to bie atlipled its p)roviddIt pill irllgralph (2).

(2) Appllication of specific credit. 11f t, c.orplora-
Htlo 1,; etitled 141 :1 slpeefle' crledit, thill\ a shall lie
elqhill {to till Stll) (if' thel following:

(A) A lax 'ompl)Ued under- sunlse(.iho (It) upoen the
nilOunt o~f the iuillslrHlubd e I n'omle r',euced by
the Illlllollnt of the s'live'lflec redil, luts

(11) 7 per centuni of tile 1111onult of the specific
credit.

(d) Exemption From Surtax. The fillhiwig cor-
toralions shall not be subject to the surtax Inposed Iiy
this seel ioi •

(1) 1lanls its deilned in section 107.
(2) iluonestIi ciiirutions which for finy portiolr of

tihe tixite year fire lii bliplljty uitder ill(. lws of
lh(, [i'tiled Stltes, or i (i Insolvenit ind ii recel vershi )p

Ill iily Court of ii'e (i lled States or of any State,
Terrltl r.y, or ilie )istrict if Coluiiibia.

('I) llsillrll ne ('o1llhpil is sib)ject to the tax imposed
under sect ion 201, 2Wt, or 207.

(4) Foreign 'oriorattols.
(5) (oriiiaI itins whiii, by reason of deriving a

large porton oift thirh gross incolime froi sou1rcts withln
t piossessio if the United Status, Ire, entitled to th!c
ieniIlls of sectlon 251.

(G) ('riorrtioms orgalilzd under ciapter 4 ofTileh 15.

(7) .oinit Stock Land lianks organized i under I-ec-
tlous 811 to 821 of Til 12.
(e) Exempt Corporations. Fit' corporations ex-

einip front taxation under this title, see section 103.
(f) Tax oii Persona holding Companies. For stir-

iax oi iersontl holding coimipsanies, see slihiailer D.
(g) Improer Accumulation of Surplus. For sur-

tox on oilrporltionls wihicih acciliahte surphlus to avoid
sir'ax oi stockholders, see sectiii 101. (June 22,11136, 9:(00 1), fIn., v. 690, § 14, .19 Stitt. :1655; its

nunided Aug. 20, 1937, 10 it. fi., c. 815, '1th, 1, § 2,
50 Stat. 817.)

Ri'viini, ac s prtor t(i le Itvenii Act of 111(3 confi id nio
pii lo zi ili t (tii' i oitiulliiug to Iiii ' htioi. 'lih lq sectiiiii ald,Vetfolll 13. laq entitled b~y flem ]I(,ve'1(I( Av'I ol 111301, tll perr -fle

section 13, its e'ici(i d y th R(iveluie Act of I0t31 (Act May
I(I, 111:: . 2 77 3,1:1, IS Sit. (iS 6) il "II its Iiiisu dmm tiy Act
Aug. to, 19315, L. 821), § 10 (t , I) Stlt. 1015. it uIptllet
otly Io ltxtulih, year, t begiinihig after Pc. :1, 103, by

bectton 1, ilite.

PART I i.-( OPUiTATIiN oF Ni T INCOME.

, 21. Net Income.
' .hlt sectioni was l i ii iitii li l,"g iy Act Ju11ne' 22,

19"36, 9 : 00 in. c. (190, § 21, it) Stiat. 1657.

§ 22. Gross In come - (a) General Definition.
"Gross I icoiae" includes gains, profits, ill( I nconie dL-
rived fromi salarics, wages, or conl)(elsaition for iper-
sonl I service, of whatever kintli id ian li whatever forim
tllid, or frou professionus, v'ocations, tradiies, itisinesses,
COliliecr'e, or saies, or dealings iii prolperty, whether
iel or icisiniai, growiug Ollt Of tle OWnlers-li l) (r 11se
(if il hilterest ili su1ch propierty ; also frot interest, rent,
divhidels, s'cllrti' is, or the tralnsactin o ift Iny 1 inless
curried ol for gailin or proiit, oi' gatin , or iirolits fill(]
iiiconii (erived frol any source whiatever. li the case
of I'reshhvits of tile ULiited States litid Judges of conurts
of tih United States takilg otlice after Jh1ne 0, 1932,
tle ('oiileillst 0lo1 i'eceive its such SiIth I)e Inluoct ided ill
gros Incoel'; ad fiii Acts llxilig the conlhaelsatlou
of suLIch Presidchis 1111(i Judges lire hiereby all lieiied
uIccoidingly.

(hi) Exclusions from Gross Income. The followi'ng
Itemus slalll not Ie inicludedt ill gross inoine lind shall
be exell ii froit txtiIoln unuder this chilp0er:

(1) Life illstil'ance. Aiiouiis reelveil under it
life ilsurance cotirat pili iiy relSoli liio 'i t delIi of
flie Isiurel, whether In at stlagle sii or lherwise (but
If sucih iIioullits are luIh Iy the t'iurer i'unur fill lgree-
Iiei it to paty i|liires thereol, till! Interest lpilyllients
8hui111 he ichluded Il gross Income) ;

(2) Annuities, etc. Amnllllts riived (otlii thn
amounts iild by re.sustn of'it lie deatl of the Iisuri't'(
Uaind liute'rest lll.yllieiits oil such outniiiiitsan Oliler thanii
11111lillIit r,.cived its suiuiuit les) tiunder i lifte iiistiriuut'e
or elidoW'i' iil'nI cintrat, blit If sui'h ilninililis (whln
a e(](ll io allllOunts receiv'ed be'ftre the lxullt' yeatr 1111-
ider such coltiract) exceed Ihue aggregl t It',lulitlis or
consideratlio pahl (whelher ot' itp Id (hiiilg th
iixabile yeair) then lhe excess siall he Illi'uhl'd Ii gross
Incollne, Almounts reeviV'd lls ait linity lidr ill lln-
nully or enwhiwint c'tratllrt sihal lie I']luh'd iI gross
iiic(niuie 'excpt thilt I here shaui I)(, ex'iieul(h f1'mioi gross
lIncoiiie the excess of the amnount receivedl Il the tix-

§ MILa Page .302
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able year over tn tilmoit equml to 3 per centluin of the
aggregate lreilihilis or onsideration pitI for such tln-
nutty (whetiei or not pald diring such 3ear), until
lhe aggregate iniount exchlded from gross Incone
under tits cipter or prior Income tax laws lt respect
of such annuity equals the taggregate preniwits or con-
sldertlIon paid for such aninulty. li the ease of a
transfer for ai valuable consideration, by asslgmnent or
Otherwise, of a life iisuiraice, enidowiitit, oi ttnnnlilty
('ontiict, or any Interest thereIn, only the actual value
of such consideration and(1 the anlolt of t lie itreli hints
an1d other slims subsequmently i)d by the transferee
shall be exempt from taxation under paragraph (1) or
tlhls pI' grtllalh ;

(3) Gifts, bequests, and devises. The value of
property 'quilred by gift, bequest, devise, or Inhetrlt-
ince (but the Income from such property shall be
Inchided i gross Inmic) ;

(4) Tax-free interest. Interest upon (A) the ob-
ligatiis of a State, Territory, or any political sub-
division llereif, or the I)istrict of Colunbia; or (11)
obligations of it coltpoathi organized under Act of
('ongress, If sich (''orporation is iltn Instruientaity of
the United Stalis; or (C) the obligations of the United
States or its lsses,4lons. Every person ownilng tinly of
ilie oligatlions enumerat ed lI clause (A), (11), or (C)
sluill, li t lie return required by this chllter, sultult
a stateimieit showing (lie numleer aid ii lili ut oif Such
obllgaliolls owned by li i ind the Income received
lherefroin, iii such form ilt(i] with such liiforiitilon as
tile Comisi-L onler wiay require. lit Il( cuaste of obllga-

lions of fi1(, United States Issued after September 1,
1917 (ot hIa lieStIil sa vinigs certietes of (eposit)
alil lit tIie cas of obligaths of ia corporathii organi-
ized uinder Act of ('ongress, the Interest shall lie ex-
enipt oly If iid to thle ixtot Irov liled 1i t lie respec-
live Ails ilit horizing the issie Ihereof is anoetided and
suppleliel ' tt , ind tShall be excluded froi gross hicolne
Only If midi I he exlent It Is wholly exempt front tile
taxis hu1ped by lifts chapter ;

(5) Compensation for inj uries or sickness.
Amoinlts recived, thlioutghi aelihletit or healIh Insur-
ait iiilli' Wi'kniii's eo i ctixa l lacts, is coln-
Iwilsiltlon fior Ipersnal Injllrles or sitikness, lilus the
ittlliulit of ally diialges re'Ived whether b1y suit or

agielleillol oli coullt of sulch injuries or sIckness;
(6) Ministers. The reiii vilhi of ii dwelling

house 111111 11lllnait eiaui's t lher'o f fu'iished to at nlln-
Ist' (f Ilo gospel ns h1rt of hIls coiiillenstltIoil,

(7) Income exempt under treaty. Inm e of tiny
Wild, to li te extent required Iy tny treaty obligation
otl, fli v U lteid States.,

(8) Miscellaneous items. The following iteito, to
the extiit prihed In sectlion 116:

Earned liconle, from sonr'es withount the United
Stilts;

Sllarles of certain TIerritorlil emloliyees;
ihe Incoie of foreign govert'iininti;

Income of States, miunilelpalltls, iind Othie]' poliial
subdIvIslons;

llecoll ts of Slipowners' mutual lprotectio( and Iln-
ilennily association ;

Dl0lvhids fro~m Chhna Trade Act coorationlh~s;

('ollleisl n1011 of enilployces of foreign goverlmnlits.
(c) Inventories. Whenever In the opinion of ti1e

Cii11111issh1ner the iis(' if IIIvinltoies iN i('eSlry 111
order c1early to deteriilne tli Income of iny tax-
pnyer, Inventories shall be t1iken by Suih ixpayer
upoll snueh si Is s lhe Coli ilsloaier, Witi lit a-
p'io'ill of the Sieretal'y, lllily lieserle liq conforing
as nearly 's may be to the best accounting priactice
In the trade or business and as most clearly reflect-
Itg tile icoine.

(d) Distribitions Ily Corporations. Dist r'lut Ions
by coirporatos shuill be txable to the shareholders
Its Iovilel in section 115.

(e) Determination of Gain or Loss. II the ease
(if i sale or other dispslthi of pr'olperty, the gain
or Ioi;s shll be computedi as provided In section 111.

(f) Gross Income from Sources Within and With-
out United States. For computatlon of gross Income

from sources within and without tilt, United States,
see sectton ll1),

(g) Foreign Personal Hlolding Companies. For
provisions rlalilng to gross Incone of forelgii lilxsoiiil
holding eoilllivules and of their shareholders, See "We-
lion 3'29|. (June 22, 19311. 9l:00 1 p. Ili., e. 60t0, §22, .11)
Stilt. 16057, Its amendet Aug. 26, 1)37, 10 Il. ii., C. S15,
Ttile II, § 207 (1i), 50 Stat. 8201.)

Thii s secti o, ic' en'i ted by tlhe leve't) Act of 10136, i'll't r
-

svdemP flhe corresp;onding provislonls (if' the R~evenule Act of
1934 (Act May 10, 1034, e. 277, I 22, -48 Slut. (NO)1. It np-
plies ontl' to Iixiltl years begiiung alter lie. :11 , II)35, 1
hect Ion , ante. Ills it ietnactineit of such provishns wIli
the excetluin of adiltioins to iiui elllges II iudtulloii (h).

Act of Ang. 21, 1ti3T, c. 815, Title It, § 207 (b), 50 Sltl. 821,
added ii ibectlou (g).

§ 23. Deductions from Gross Income. li conlitt-
Ing net Income there shall be allowedt as deductions:

(a) Expenses. All Ile orditary and neceossairy Ox-
pienses paid or Incurred during tle taxai year itn
carrying on tiny traide or buslness, Includi Ig i ieasoi-
able lllowiIIce for Salaries or other coipensationi for
personal services actually renlered ; I raiveling expenses
(including the entire aiount expenlded for inelIs ani
lodging) while away frn hne li the pursu t of a
trade or bulshliess ; ind rentils or other layienils re-
qurhed to lie iitde as it colltlon to the conilited use
or possessloi, for purlss of the t rade or Inusiness, of
prollerty to which the Ixpayer ilis ntl tliiken or Is nottaking title or lIt which lie hits no equity.

(b) Interest. All Interest phl or acr'eued witliin
the taxitblle year oi ilt lIdt linss, except oil Indebled-
nless hincurred or cOltintied to lpurchase or ('tlrry o~bll-
gathbns (other har obllgations of lhe lited Slut es
isx-ued after September 2t, 1017, and origtially sill-
scribed for Iby lthe taxpayer) the Interest upon which
Is wholly exempt from lhe axes imposed by this
cliiliter.

(c) Taxes Generally. Taxes paI or ie'it'e
within tlie taxiibl year, except-

(1) Fetleral Income, war-prolls, aiid excess-prollts
taxes (otlher thn the excess-lirollts tax Ilosed by
section :12) ;

(2) I1ncome, war-protltm, and excess-prolts taxes Iin-
posed by tle authority of any foreign counlry or l1es-
session of ithe United States; but this dei dution sliill
be ililowed III I le case of It taxpayer Who dios not
signify Ii is itt rurn Ills desire to have to any extenl
the beneflts of sectlion 131 (relatng to er'dit for Ilixeq
of foreign countries and possesslons of tlhe Uni ited
States) ;

(31) esltte, Iiilierlta , legacy, succession, alld gift
taxes; tit(i

(4) taxes assessed aihnst local henells of it kind
lending to Increase the valie of (IIhe property isssed ;
hlt this lilnrai iplt shall not exciltd tli alowilie' Its
a dedltihtli of so much of snoh taxes as Is properly
allocialle to unaitemiiie or hnterest charges.

(d) Taxes of Shareholder Paid by Corporation.
The ied Alli for taxes allowed by subsection (e)
shall be allowed to t corloration lii tile case of Iaxes
ilimposed umplon it shareholder of tle co'poratil ll
hIls Interest its shareholdtr which tire piiId by Ihe cor-
ioirai tiii without reiniltursenieut from the sharehollder,
but In sieh cases no dedut'tion sli1 lie allowed the
lharehoidr for ilie aimoiit of stiobi taxes.

(e) Losses by Individuals. In tet case of an in-
divldual, losses sustaittd dtiiring lhe taxaile year and
not cotmiensted for by isurance or otherwise-

(1) If ineurred In trade or huliess; or
(2) If Incurred tn any trmsactlon entered into for

profit, tlhough not conneeted with I lie tritle or business;
or

(3) of property not connected with the trade or
bumsliness, If the loss arises from Ires, storms, shilp-
wreck, iir otlher casuility, or fro theft. No loss shall
be allowed is ii deductlin under this paragraph If at
the thne of ilie Illing of tlhe return sich loss has Ieen
claimed its ia deductiin for estate tax purposes in the
estate tax return.

(f) Losses by Corporations. In the ese of ii eor-
poriton, lossis stistailned durig the taxabtle year and
not comipensilted for by hisurance or otherwise.

Page 303



TITLE 21.-INTEMNAI, REVENUE

(g) Wagering Losses. Lose.ts froin wigm'ingI rlln.lwf lollsshall be followed oildy to tIle exteit. of

il(' giills f'om lll -eli t rIlsIii('t lolls.
(h) Basis for ])eternlinlg Loss. Th Ia , for

(lefe(l'llillolg fit(- 1111l[)tll o~f' (11-hile JOll for lossles q ls -

failJle . it) Ill. allowedl tind(er ,sli l l 'loll (el or- (f),

bhlllt be ltilt' iijilstii iiisis Iro'idd i section 113
I ) fi' (IiIt'lllllg th I i s fo(13l Ile slle tor other

disposition of Iopon'rl y.
(i) L.oss on Wash Sales of Stock or Securities.

For (1sl. ilowiIlive of lo~s' deduct('ionll h cas,('ie of Stilies,

of stink ol' 'evi'rllhi's where witih tlhilty days Ibefore
or al'l I ( 1:14.(f l i i'. *st lhe l itx iyir i has acquire(1,1111l1111lhdly hhdlivanl lroilel'ly, "ve s(ection 118.

(j) Cail L oss. l, 't-.'os i'romn',,lle ,,t l' xv-ort -
el('iig',t lof' liil asst llis4mll bet allowed only o tie
exleltl Ipr-,,hhd Ill -tclioll 117 (d).

(10 lhad lDeblts. lDbl,; aI.,,ortllbnoll to be worilh-

less i )'hprat 1(1off%. Vi ll'l h ll llh year l(e Il'l ille
hi'l liiioll ol

° t hl till' li fi t'llssfolll.r, II rtie(a oll fbl 11ititl'1
toI it rei' r for bad el)lS) ; fil(] wh'i satislied thatit dvbf Is retcovelralet only hit Imrl, the Colmmlssimner

Iii(ly llow slell debt, I l I iil 111illit Iol in texiess of
Ihe Iir charged tl' i'llll(1 aixalble ytear, 's 1
ieItdull lol.

(a) Depreciation. A ronaomhlt allowale, for tile
exhCll taloll, wllra tell - of Coertis,. Ill ile
1-11',l(t of. bllshte,;s, ilulding at rellsollaleh alllowanle
lor. ob.,oh,.,(m.(,. Inl fht, case of lproperty heldl by

olle illl~ for life with 'e3n'hder o lolht1r f ierson,
h1 dtll 1 ,1loll 1biSte ',ollllhd tIs if the life' toy lo ll
v2) the IlOllilll 01er of ile propllerly Cnd siall

bes 1flled to li fe ll I'i t he case of lproperty
hel Itll trutl lht' fllwable deduclti shall ofe altpor-
tiltd lihet [n filte Incomle Ienelk-i,,rhes and( tihe ttrus-
fee Ill acl (h[ i'( llee wit h te la-vllillell{ provisions of tile
hi,4l'llllviit Cl'vaililg tile In'usi, of', Inlt e la sell(ce of
sulch lrodlsious, oil tile basis of the tllt illcOllle
llhcalo( to (.:fell.
(lil) Depletion. Ill the[ caea. of lalinv,; oil land( gas

Well, Wlhetr lnatllrall dhpos.tll, i~[ ll0' mor iteasonlable
lillowallev for depleolo alid for depreciation of fil-
]proveti vlilds, alccording to the lpecllahr contions In
val(.cselO; Stich] l'lollblelh llohilllle Iln fill casies to
be maitde under rl'll, illld regillhltlolls to lIe pi-rberll
by tlhe Coil]mllisslmer, wVIitlht apprnoval of the; See-
retary, hI any cast i whhlleh it is aisverhlined its it
reslt (if olie~ralion,; (ir (if dlevehqonmenl work thnat the
reo(verale mllh s f1111,(!r gretafer ofl' le", Illii lit pi~ror es-
thnlllt Illerol, theni .s.llch plrior e,,lllllfe (1b111 not tile
Imsis forl dvelloll ) shlall be, r't% i.sed alld tht lllo\\ane
ill(Idr tihlt,; subtfion for suhiluvi lle a ~xable years
FAIlIl l it, based Illpoll Sll('hl rev\ised eslhllialht. In ll th
east, of t''~ ilt, deuhll'h; shaill he evultally lit)-
lportholled( ho(l\\ev(,l ilht ]v,.solr lll( lessel. InI fill, ellso
of p~roperly field by tone pe~rson forl life wit h1 rl'tiallder.
to anmothter licr',ol, file, (leduellon ,;])fll Ib, COlliedl
ats It, Ow life hvnllt were the alb.solh, ownier of the
p~roerty find s'hall he allowetd to the life ltvalit, In
t he case of" property held Ill I i'ust lhe, aillowable (ih~de-
tion hll11 be alpportioned Ibetwe~enl Ill(, in'omeO belle-
fleflrhIts find fIhe tr'lstlev Ill acleeodlllel, With the per-
I hlelitl Iovlohms of tilhe Inst rulmetl creatinhg tilhe tIIllst-
or, Ill file, ablslee of sucl(h ln'tvi.shlls, oil tile basis of
the ll'llsl Ineolnt alllocabllle to (.:fllh. (lPor lel'eelitage
ilelvhilh allowabfle under tlis sihsetlon, see section
114 (b), (31) fill( (4).)

(n) Basis for Depreciation andl Depletion. Tile
balsis lllpoll which dhlhtlon, .Xllllistl1ol, wealr anld teatr,
aind Iolr'-oh's'lee fire to lbe alllowedll i respect off anly
proplerty shall lie tls plrovhhded li setionl 11-1.

(o) Charitable and Other Contriblutions. lIn the
case of fiIndilvidual, conlrllbu lolls or gifts nmade with-
Ili the taxablle year to or for ilhe ilse of:

(1) Ill(, ITnlhvd Stifles, fify State, Terl'itory, or ally
political subdivision the~reof, or the Ditric't of Columl-
bill, for exclusilvely pulic purploses;

(2) at corporation, or trust, or comnmunity ehiest,
fund, or foundifthon, organized fill( operatedl Pelu-
sively for religious, chlaritable, selentlfhv, literary, or
educlationlal p)urlposes, or" for the 1prevention of cruelty

ti chhil'en or mllmnls, 11 part of the net earllngs of
whlich hlilll'es to flle Ib~levlt of tiny Ill Irate shareholder
or ladivhhlll, anxd nlo sublstatnthll part of the aIctivities
(if which JIs calrryling oil lprOlagandll, or otherwise
attlemlpting, to inlueltnceo legl,.lation :

(3) Ill(' special fun(d for 'ow'llolll rehabtlitation au-thlorlzeli joy seeilln ,t-10) ir Tijtle :18 ;

(4t) 1ots or orgalllizlltiollq of war veteranls, or allxill-
Iary ullits or soci'tites of ailly such posts or orgllllizll-tions, if sucll(h post.,s, or'gilliz'llhonq, lntlts, or soelettei

ie orgnliii hi lt U ill States o1 fi1y of Its pos-s'ess.ions,., and If ino, pa rt of theihr net ealrnings hInures to

the ileefl t I fif 1ny i 'llvate shartholder or ildiviual ; or
(5) ai fl:raternl society, ordetr, or IissolatlOll, oper-

ating under flhi lodge systeml, lbut only If such contrlbu-

itims or gifts a ri to be used exclusively for religious,
chal'ltalet, selenitllle, literalry, or educational purpose~s,
or, for the p)reventl holl of crulelty to chilhdren or alhmalS ;

to Illl ll lll Which i ill tile above caises conllilleldoes not exc'eed 15 p)er ('elltlll of the talxllayer'm niet

Income as comelh'd witlllut tilt' Ileflit of tills suli-
section. Such cIItri' tiis or gifts shall be allowable
as deductions only If verified undler rules find reguhl-

i Ills plescrihed by tile Commissioel', with ithit ap-
proval If tell' Se'''t'a3ry. (For 1lnlted (eitillon If
('OlittllIit(111 fill gifts exeed 0 per etlltllll of tile lietllncomle, se;(e section :120. )

(p) Pension 'rulsts. All elllo.er ' stablislinllg or
maintaining It plension trust to 1provide for tlhe pay-
nilelt of realsminlv e ioslonls to is tnllployees (if suc(h

t list is ('xemlit froil Iax m1e i' 'llon 165, relatllog to
trllsts creaht d for the exclusl(vt beneft of enmployets)shall Ibe allowed ns at deduction (Ill adhdition tol tho

conltriltilns to sucih tlrust dulng ith ltaxable year to
cover Iht Iienslon liblit3y icruinlg during the year,alloed its I, deductionmller sub~section (at) of tis
.seetholl) it T- lIsolllllt aIlliOllnt tralnsferred[ or lldh Itlo

Silil trust dtll'ing tilt laxable year I excess of sllel
'Onlitrlbulhloll, but only if suich atulllit (1) has.1 not
theretofore beeiin alhwale as It deduhctioin, and (2) Is

IIIlortioned Ill equlal artlits 01er i peri(i of tell cOil-s'ecutlvt Years bNgilnnlng With the year Ilit Which ilhe
tr'ans~fer ofr pa1yment11 Is moileh. k\lly (]e1 (li on l ll leilllo a le
under section 2:3 (q) of ilht Illevenue Act of 19)28, Alay

9-I, l28, c. 852, -45 Slat. 802, orl Ihl, venue Act of

19)32, June (, 111:32, e. 209, 47 Stlat. 179, or the Itevenlle
Act of 193-1, May 10, 11)31, e. 277, iS Stat. (;88, which
I(ler S ot hi ill wlS alppertit i o 1illy tal x ale year
I'gilihlifter )mb'ellibr 31, 1935, shaill ht allowei
Is iI dedutielll In tilt yilll'S I ' hi So i) p rlhlt1 Iothe extent allowaleh miller sui'h section it It hbud re-
Illllhe( In folrve %%,fllh reslpect i) .such year.

(0l Charitable andi Other Contributions by Corpo-
ratillls. Il lhe cise of I 'rllthll , Ori tO toor gifts made within tlle taxalble year to or for the

use il of ilt ll(, ll( ( Itmestll ilcrloa io ,o' ( lit Il 'llr st, ordomel(stic volnllllliliy ehejsl, fundl, or- foundationx, or-

gal'zed and ilerlied exlsivtely for relighius, elll-
cnIth, seleifi , litergf ry, or edhltlihi al l puSlrllses or
the pvlnldiol of ti'eliy to hlhll (bof l i the case
(if 2, 1r93,illons r I e. to iI trus2, 1hestl, fun, or
foundltiollli', orly if uth emitoribultllmis or gfts ire to
be Its(,] wtctll lyhe Ulled Stiles x7luS7,l' y for such
purpoSes), Io lptIlt of the lilt el rl rngs of whtiehll afrer
to Ihe be3ell of nlypiva 1 te sharehotde. or hidlhl,alnd 11o substantial plart of fihv activities of Which Is
calrrying oil propalgandall , or otherwise lllplthlig, to
hlliluence legislation; to fil fiImounlt Which dloes not
excee d 5 P~er CeIlltlllll of tile taxpayer's n~et llnlne its
computed without tile Ilellt of tills sublsec'thi:. Such
coill1 bithols or gifts shall be fillovaleh It l edtlelloll.4
only if vorlllell mider rules fnirgull( 911 lolls prescribled
by illh Comnmlssioner, with the aHpl'ovall of tlhe
Secreta ry.

Wr Dividlends. For (1ael'lhm or d11Iliens l)ll
by (e11h11 bIlinhg corlpora-hmis, see svetll 121.
(Julne 22, 1936, 9:00 1). li., c. 690, § 2:1, ,19 Slat. 165,S.)

Th'is section, as ennclvd by the I{0velltl Act of 19:10,
supersedes te corroslpondlng lirovilloo af tlhe 10vmiw~l Act
(if 1934t (Act hily 10, 1934.~t c. 277, § 2:1, ,48 Stat. 68,8), n
ammided bly Act Ang. 30, 19l35. c. 8.129, if 102 (c) (hf), ,49
Stlat. 1015. It applies o11hy to taxable yearnt beginnling after
Doc. 31, 1935, by sectionl 1: ante.
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§ 24. Items not deductible-(a) General Rule. Ili
collllt ing net icolne no delluctin i ha ill ill ny ease
lie allowed Ill reslect f-

(1) lersoinl., living, or funlly expenses;
(2) Any Jiml int pid iout hr new buildings or for

plel'i iilieu imptrovemen t s or i t erilielits niio4h to Ili-
crease tile viIhlie if inly prolertly or esthle ;

(3) Any ainount eXleui(ledi li reshtrii g proplerty or
In ln khiig good the exhalilislio te rliof for which l al
aIl owllilli.e is or )lls.5 iteenll i ide;

(4) 1'rinniq poid oil 113 lift, iismlriin(e piolicy cov-
ering Ile life of any olli'i'r or eiiloIIyev, ir tif any
pi' I)lIii lncillly lilt crested i li iiy Iride or liislisless
cirriled oil Iy th ltllxl iyer, whell tile taIxpayer is
dliecily or indirectly ni I lefiiiile y eiilr sulh poliy ; or(.5) Anly alniOUln othevrwise llhwalvh its I deduclthin
whic(h is alllocablle to olne or lilore c'lasse(s ofI |hl(on)lll

other ithn in riest (whlier or hot, iiiiy alollnt of
Inonie of tlhut cliiss or classis Is received or i ic'niled)Wholly (.xellpl froinl Ill(, taxes hnl)p)sed I)l" tills title.

(b) Losses from sales or exchanges of property-
(1) Losses disallowed. Ini cilliintilg iet In'onli(, llo
feidlitIlli shuill Ill illy eliS' l)' iilliiwed Il respeit oif
losses friIn siles or exehalges of lOperlty, (ll'tely
or indi eetly--

(A) Iii ' weei nend lers iif fLit ly, ns deihled n i 1ar-
gruph (2) (D) ;

(I) Exeept' ill tile eiise of dist rilblht Ions In 111lih-
tioni, l filwl(,n Individual anid it irlorlt lollliore
than 50 ler ceitn il v'lti of tli uitstianilng stock
of whIch is ownedi iretlly or Ildiiiiitly, 1i3' or fil- su(.h
Individual ;

((C) Exc('lti Ill e a,,, of 41 st - ll' ~liolls Ill 11linl(hil oll,
b)etweenl l%%o eorp~o('lioas illl)re tl(lill -)0 per (,Illlll Ill

vallhe of lilt- olitsth nl( lig Stock (if iuilh of which is
ownd I y or foLr lhe ,; :tii dlveiiual, If-

(1) Elliiir one of si uch corllations, wlli respect tIo
tile tiixilile year (if l)glining iifthr )ieeinlier ;1,19351 of ille, co(rporatio~n pire('edihg Ill(, datle of lilt,-
sah.~ or exclialllge. Wl)' i II -S))llill] ]l))ldlllg (ollip-llly
jig (1hihed Ii secllon "F:12, o)r

(11) E lihir one of suclh corpoirations, wIt h respect
to tlin tiixnlle year (if not li,ginliig liOile tiui 12
montlhs liefi i' August 20, 1137, 10 ii. Ili. ) of I li' corpora-
lion i'evdililtg ie il, of ile, stle or exlia nge, WINs a
forcli l iersolial lioldiig cOliilliny is iihtlhiil Iln see-
lion 3201 :

()) Btleet n a grintor iiiid i llllr'y of illy tr.st
0.") 1hitween lie lhihl'n'y if n thulst and li' h111-

l'ry (if ilutlher lrust, if tin sanie person Is t grlltor
with sli'e(,t Io ealich 1,1l, ; o)r

(MF) ]ldw(,(, a tihlivlry of ii trI'Ist Jill(] a leflelry
of slilh tin t

(2) Stock ownership, family, and iartnership rule.
For i li' iur',( of iitiihiiiiiiig, ii uliplyinig plli'iign'iiiil
(1), (ie owvrslill) of stiok-

(A) Stock iiwnv, ll 13'ly or Inliirevilly, 1)y or for acorporatlhon, Jlal ('l' vrh 11), estate, or II'lisl, shalll lie (,Oll =

sierid aIs lieliig owilid Iril)orlhlllitily 1by or for Its
sliailllilis. lirtners, oir hiielh'liiihls;

(I) A) iiiduallil sliall li' consiirel is owning tile
stiik iwiei, dillctly or idircelly, 11y or forl hIls faliily;

(C) An individual owiiig (otherwise than iby the
iailhlllln of subliliirgrnph (B)) iniy stock In ii cor-
piirli lll hilll ie conslilered lls ownig tile stock owned,
di'ctly or IniIrecly, 11y or for Ills l)initner ;

(D) The iai)ly of ln hliid'hhul liall Inhlue only
IiIs lrotlhers miid sisters (whether lby le whole or half
I)oodI), spillise, iIlicestors, iii linel desceiinlh nts; ani

(11) Constnlrctlve Owiiershl)IIts Actual Ownership.
Stock onstructively oned I 'i lersoin y reisllOn of
the iilllloth111n of sulllaragraiplh (A) sliall, for the
purpo)se of iil1'lylg silul paragrolp1h ( A), (11), or (C),
lie tleated its ell13lly ownieil b1y sill liersoll, but
stock coistruiellvily ow(ied by il 'lvidhll by rell-
soil of dhe appl~'liatin of S1llhlit I'll gl'aJill (IB) or (C)

slil liOt lie trea]e ns ownel by 1n for tile lur'lpse
of iiguiln iil'lying eitlher if such sul)pal'iigrpilis Ill
order t) n1ike iinotlher lite coistruetltve owIler of sulch
stiock,

(3) Special rule for year 1936. In npplylng hiora-
gi' llill (1) (C) (1) lit it case where tlile hrecilhdiig
to xiitile yvear therein referred to beg ll Il lihe clleniilr
year 11)30, the iletriiiilation :Is t) whetlher ilie cor-
liorl iiin wiis ii foLrelgii persoiil hohling ctiipaiy H1l1111
lie Iiide underu seitlion 331 (Ib) (1) lief'rt, lie ninenid-
liieilt of sllllliler I) ni14ile bty seeli)ll 1 of the Ileve-
1ie Act of 11137.

(C) Unpaid expenses and interest. Ili coinltihgnet hnconlle no flihhtill shall b)e nlhlvd Inl resp~ect

of exiiiises ileurred nuler section 23 (it) or i'rest
iicel'umid uider sictiion 23 (Ih)-

(1) If not p1aid wllihi lih te iixile year ori wilili
two anl one hlf iolitlis l lit lh(i close thereof ; ind(2) If, h1y r(,llson of lielt, hoid of acl(it.Olhig (if

ilie person hi wloinl tihe l11ynleinl Is t) lie iilde, thl111n1ounl thereof is niol, nniles. paidhl hlehlodiblit Ilit)he

gross iiicoinle of slih person for Ilhe thl l1lh year ill
which or with which th lixabl yer1 of lie tixpaiyer
enids ; ind

(3) 11', lt tle close of tile ixIII)i' yeilr oif the tax-
payer or i t atlly tlie vitlli two iiiil olle hulf iltolhtls
hlereafhtr, hotl I i talxpyier lnilt le iiersoll t ih winl
hlii iayineint Is to it i l(]ie uillrep iersolns I. I wceii '(Whon

losses wuiihl lie (lls:ilhwel niliir section 2- (I).
(d) l lers of life or ternunable iit e e s t

Anioilits Iahl iniier the laws iof iny Stiie, Territory,
1)lstr et of ('iolulilia, iussessloit of thlie l iltid Sthles,
or forelgin country as Iliolne to ile holier (iif i life or
lernhillllle Interest acquired I1y gifl, ieqiuest, i' Ill-
hlluiiee shill not lie redlled or1 (lhnhililsliil I13'l ally
ihuluctionL for shrlnkage (by Whaltever nii1nnie volled) ill
tle value (if sllei hitcrest die tit lie lai pse of tline,
nor by any deduelnl Ih1we1 l cIby his clilitler (except
Slie deilduct loils iiiriovhhulcid Li' f il stiscct liiiis (1) and (ii)
of section 2:1) for tle iUrl)pise of (o'nlutIiig the nlet
ietine of ll estlte or trlst lint Iii notllwed inder tlie
lws of such Stilte, Terrilory, Dlistrict of Coulihl,
li(tsession of tlie Uniltel St otes, or foreign clultry for
tle purpose of collullitIng the Incllc to Wlchil such
holihr is cltItlhd.

(e) Tax withheld on tax-free covenant bonds.
For nonde(hltlhi lity of iitx vithheld on tix-free iove.
uant liondIs, see sectihun 143 (it) ('I). (As nniended
June 22, 11)36, 9:00 1). i, e. 190, § 2-4, 4) Siot. 16(12;
Aug. 20, 11)37, 10 ii. ni., c, 815, Title III, § 301, 50 Stilt,82.7.)

q'hui N(,etilio was rie'nietid lio h I ut chaigi by Act .l 111il.-).
,  

19136. 11: 01) 1) Ili , . .690. § .21 1 |) Sl,:il11 1612.

Act AiignI'u 261. 1117 i. 815, §31)1, 50 Siat. 827, ulitalun-
ilally afl'te'id silu) eclol (it), lidded ,tuibveiltuiq (I) told (c),
anl (')uniiitile , lriln ,r sul iiuuiius (b Illd (C) as () and
((,). It Is allpliilh, only to taxalei yvauii bieghininig itlti'r
I iece Ibet. 11, 1936i.

§ 25. Credits of individual against net income-
(a) Credits for Normal Tax Only. The shall lie
all1owed for th lulrpose of the noriiil tax, int not Lu ir
lie surtaox, tle follwilg crelits a gainst Ill( net

ilncoille -
(1) Interest on United States obligations. The11llnounli I'(,(.(,11(,( Its interest l)pOn obligliiolls of tlhe

1ni t ed Slitats which is Ihludled il gross ilicoulie 1111(er
sei Ion 22.

(2) Interest on obligations of instrumentudities of
the United States. The lilnOunt received ius interest
ou o'lig'lhiiis (if it corplortiont orgliizeid ndiilei' Act
of Congress, If (A) such corloratIon is Jll Instrunmen-
tality of tle United States; and (11) such uiterest Is
includeil iu gross Income miller sectlon 22: 1nld (C)
uider the Act authorlzlg the issue lhereof, as
aniended ind sUlmilenenited, such interest Is exempt
froiii nornia lax.

(3) Earned income credit. 10 per cenuitiln of tile
liOIIIhlt if tlie earned net liliOne, I)nlt not lit excess of
10 per cenltuin of tlhe alnollllt of t lie net ihlnle.

(4) Earned income definiltions. Fo'. tii Ilurlses
of thils Section-

(A) "]alir 1(1 nonie" neo us wliges, suiihlres, profes-sionall fees, tinld tier Iliniouts receive(] its, cOnllpenia-

tiOi for personal services lctullluiy rendered, but does
oiot Include any titiouilt not Included in gross lcone,

Tlrrlm,, 2(.-INTERINAL 1ZW\'ENUI,
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nor tll Iirt of tlie ecolpensatlion derived by the
lplXpfl*y,'r lo)r Ivii l u'.illl se'iVei's re'n(ered] by hill to a
(Iol'l'lt IOl1 whil rer'les'ents II (list riutln Ion of eiarnigs
w)i p'olis ralhr lill It relsoalleh alloWlanlce IiS colll-
])eJ)salloln for Ihie p~er'sonal services acetuallly rendered.

I11 I t 'iiIv' of v1 t ll(ftaxpalyer eingged] In I I ra(e or Iflisles,;
Ill whhlllh oilh Ipe)n~oal .svrvlces find) caplahl fire ]llate-

rli llc'inljl, ii'-w ivig faclo's, i relcsalllle lllowance
lis iiiiinsii lli) ' (the ])ersonil services acilally
r,)il,€tl by Ih, Iiix.x'iii', iol i excess of 201 per
cilil)ln if his -lrv'' t' liv nit po'fits of shllli trlde or
I)11,-I1l(' , lie b(, l.( sid l-lv( Iis ealrned, inc(omle.

(I I 'n 'E i rlii'oi iiled il(]lI lolls" in'alls sluch d(edllc-
Ill' as fi(- alhlwedl by seliioni 23 for the illlrl)se of
(o'i)lalhi lg net inloilll', anl ill'(, p'oiperly llotca)le i)to or
(hllirgeuillble iigllii 4 ellrllei( illiclne.

(C "Earnoed nfet Ilconie" Illllf lhe excess of he
nilollil ot Ihe eai'll'cl lIncomile over the slnit of flie
earued llic')iii, do(li]lIons. If tle thlxiayer's net fin-
c(nie Ik nt inr', Ihan $3,0A), his ent ire ict Incone
shall eli (Iih'r(ll'i(]Id Io he eirned net illolne, al] If lis
flit ll1(1lie Is lillro thal) $3,000, his e'irnied net laconme
shall nat Ie' consihhered to le less thal $3,000. In no
ease sihxall lie vanet) ciet incone be considered to be

eilicr 'ha) $14,000.
(h) Credits for Both Normal Tax and Surtax.

There slhll lie allwell for the Ipurposes of tile normal
tax anl the surlx tle following credIts against net

(I) Personal exemption. Inliae ease of a single
persnl, 11 l'rsonal ex('llothn of $1,00(; or Ill t le clse
(If life heid (Of a fanlly ofr a1 ilairrled pi'rsoll living with
lusbaii or wife, ii pei'rsoinal exenllIonll of $2.500. A

hulsband aiidl wile llviig together shall r'e-lve ill oue
Ii'.I ,oiiiiI exvhll liioll. The illoil1it of sulh perl o1l1
('xlllht sliill lie .$2,50(. If srich husbanid and1] ,ife
llalke selilt C leretur) s tie personal exempt I llay be

Iihlele by ellheir or divided bietween themll.
(2) Credit for dependents. $4010 folr each person

(other thIaii l'11l 11( or wife) (]eendheilnt up)on find
ri,.elviig his chief sipiiort from lie taixlayer if slch
(liedli'init lersoll is uinidi'r eighteen years (if age or Is
il c)la)ble of self-suiiport becaise elivltally or plhysl-
(lilly (),fevl lye.

(3) Change of status. If the staius of tI1' tax-
payer, ilnsofar iis It affects tle personal exemption or
credIt for i ii)cel(is, clialges luiring the Iaxale year,
the ieil'S al exeltli hil 1nd credit shall lie alport lned,
1 1l l (] l er -i h f i l l ( 1 1 1 1 1 X ' , g l hl l h i ) n )S p r e s c' r i b~ e (] y l h e C-' ( ) ) l -
llssiloi'r with tle apl)l'iiVii of tle Secretary, In accord-

Juice wl I te nanibel]r of lnOliths lbefore fin( after xllb
('lllge. Fior the la rpioSe (If ch iapiportil)nll'lt II
fraict iinal part of 11 lillth sIll the (lregarI lnless
it amIIilllls ito nlor tlhan half a oat Ii ]iflwhilh case
it shall lie eonsidered a. a month. (Jane 22, 1930,
9: 00 ). 111, c, 69), § 25, 49 St at. 1662.)

'Tills 4ertlotn, nq enactled y flip3 Revenue Act of 19.16I, Rup'r-
Fi ice ll ( 1iiistiiiold lig Rrrisoiic (if the Rleenue Act of 39)31

(Act 'Mfy 10, 19:14, c. -77., 25, 48 Stilt. 69)2). It aliesti'
miity toi iixlii yea'irs begtining lifter Dc. 31, 1035, by see-
tlha 1, lite.

§ 26. Credits of corporations. Ili the cane of a
corploraltin t following cred)Its slall Lie 1lowe(] to
th extent provl(ed] Iin the various sections imposing
tax-

(a) Interest on Obligations of the United States
and Its Instrumentalities. The am lnt received as
Interest upon obllgatlons of tile Unted States or of
corloratli ns organized] ulnlder Act of Congress which Is
allowed t lill Inhividual 11s Ii credit for purposes of
norinal lax by section 25 (it) (I) mr (2).

(I) Dividends Received. 85 per centum of the
anit receivedl as dilvidend]s fron a ilestlc corpo-
ration which is sulject to taxatihn under this title.
The cedlit llowed by thIs sulbsection shall not be iil-
lowed Ili r'pe,'t of dvhleicls received fron a corpo-
ration organized under Chapter 4 of 'I'te 15, or
front a cpl l'till)on which under xeettoi 251 Is taxable
only on Its gross Iniolne from solrces within tile
UnIlted States by reason of Its receiving ia large per-

('entlge of Itq gross income fron sources within a
lpos(,s.sh))l of tile Un~ited States.

(c) Contracts Restricting Payment of Dividends.
(1) Prohibition on pl 3ment of dividends. An

lilliOililt e(lll ito the 'X('i's of tlh Ii i(]Jli.t] nlet hicollle
over Lhe aggregate of tie amntills Whihh (-ilan be dlk-
irllbutedl within the taxableh Year its dI1\ifhe)(] wilholt

h lohing iI provision of I wrIllen coitlltrlit 'x,''iiheI by
the .orp~oratilon priorit I 1'' , 1936ll, which Ipl')vish))l

extlirsty iflIiiIs %iili le, palvielt olf ]livilll]. If :t
corploralti wouli e eitlei to " ('redilt nder this
lall'llgrapllh tlellse of i colitrlia't provIo hllnd alsi to
one ir io~re' crel Its becluse (if ilter clltrt plle rovi-
siols, oily tll largest of such ( r',its shfill ic' llallhwed,
fi)(] fIr suth i)urpose If two oca more credi.ts are equal
ll nillnt ollly Ilife slilli lie talkell into aiccollnt.

(2) l)isposition of profits of tlaxalle year. An
alnOull) I'll) : Io tile IlorliI) of the earhilngs fin1 proflits
oif the Iaxaiie year which Is required (11y a pro'ision
if Ii writtelln ionl'act excte Ity the co)rporlolhn1 lror
Io May 1, 1931, whh i irision exp'es.sy deals with

thei, i oliisition of earnhgs Ii ilroftlls of the tlxalle
year) to tie pail wlhin the taxatle year In discharge
if a cdelt, ir to1 ie I'revocally set tsl(e withih the
ta xlilIle yeair for li(i dlischarge (if a debt; t) tlhe
extent that sulch] amontll hals been) so) paid or set aside.

For the purpoicses of this p'aragralh, it reillhc'iilc'iit to
pay or set asi(e fll aInII )latt e(1tiil t i iercel(lltag' o)f
earnings anld lprolits shiall be1 'onside]red( it requihre-

ni'iitlIi ay or set asid(c su(h) p'l'ere,,itage of ell nitgs
findl profits. As used(]i n his paragraph, the word
"clbt" does not Iiclhde it. detit Icurred] after April 30,

19:3.
(3) Double credit not allowed. It' Loih paiiragl'lph

(I ) ani)( paragrap~h (2) apply, the oine of suc'h Ipara-

grllphs wh'ih allows the gr'aier cre(lit shall Ilh' :ll-
lled; and11, If tlhe cre(]it allowab~le ul(]tdr each l);l-l

grahll, Is tlhe xaiie, only o)e of such paragraphsll fi 1 1:11
tie ilplplIh'il.

(d) Bank Affiliates. In Ii ' (,'( ' ifa (ii hling cnil-
ilany 11ll1inte (iis (efinel Il scction 221ai of 'i'ltle 12),
ilhe au))ounl of tlhe earnings o)r profi, Vll(.whh) the. Boa)rd

if Governors oif Ite l,'lediral It(,-e've Syscnl 'ertlitl',
11t Ihv C'omml~isshioner ha s b~een (levoed( by3 S(Iu-'h alflill-

le (uring the hlilil(' yvar Ii 1i1, Ia(llsitloll if read]-
Ily ilulketli'le ilssets other thall ilik stock ill cill-
hjIlince wlh ,seclhn Il ill' 'llhI' 12. 'I'Tie aggregale of
the crelits allowalnle fi'er this s )l) ectin))) for fil tax-
ale yeal)'. shall not ex'eeeI the icmiiant l re(u'il I tIc'
devoted under such section (;I of ']'llte 12 to slch
puplls'es.

(e) National Mortgage Associations. In tlhe easi
of i naolnal in oiigilge )ss(Ilatloa 'relted iiili]er seC-
tion 17161 of Tille 12, tlhe lliictlit of the ,ar)i)gs or
p~rofit,; which life Fed(eral Ilh))n. )g A(]1)ni) rn)or cer-

Ples to Ile ColiiaiIssioner has l ell deyted 13' sll
assioelllol dlu'i)g tle tlxi11i]e year to tlie ae(liisilloi
of such reserves as the Adilistrator may reqliire
unde'r tlhe pl'ovision, of seellon 1718 uif TIlle 12. I Jnie
22, 1936, 9:00 1). n., c. 190, § 26, 49 Stilt. 16(H.)

''ils t,ectlon, ns o'lnCledl Iby ti flv or +' Act of 1936, iuper
sedv]ii the corr(csilollollra ) 1- ' iv| ohll (it tlhe Itiveipl Acto f )

1934 (May 10, 1I :14, c. 277, I 20), 48 Stal. 6i3). It aliels
oni o (t taxaleh ye'ars buegliing afer lice. 311, 19:15, biysection I, anlt(.

§ 27. Corpoi tion credit for dividends paid-(a)
Dividends Paic Credit in General. For th Ilr-
po(ses of,' tis chap|ter, the (hhhdvn]s llhl ere(]ll shall
lie the amount of dlvldends pai1 durilng tile taxabilc
year.

(b) Dividend Carry-Over. In comniputng the dlvI.
deads plal credit for fifty Iaxable year, If tie (IIVI-
denlIs lil l(]during tlhe taxa1)le year ire less tilh
ilie adjistel lie(t incone, Ihere shall u lt llowed his
plt of tihe d]ividiends paid credit, and ili the folowhg
order:

(1) Dividends 'ld( durihg the second preeeihhg
taxabl le year ll e ("ss of lhe adlusted net laco )i for
stlch year, to tlt extent not ieded is a ivblends
IalI credit for he taxable year Ir''eling the tax-
able year the fix for which is being comp)ulte(]; hnd

§ 26 Page 300
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(2) .Dividends plid during the flr,;t pre'eiling tax-
able year i exec,,s of the adjusied it income for
sl1(ch Year.

No credit shall lie aillowed for dh Idiiiends paid by a
eorl itllOn prior to Its first taxable Year under this
clapter.

c) Divilends in Kind. If n dividend is paid in
lroperty other than liey (1nchtdibg stock of the

cpolraion if held by the corporation its lilt invest-
men() tie divildi's pid credit with respect thereto
suall bie tile adjusted basis of tile property IlIt tie
hands (if tile corporation ait the time of tile payment,
or file fail' 111,1ket, value of the property tit the time

of file payment. whichever is the lower.
(d) Dividends in Obligations of the Corporation.

If it itI tidend Is pa iid In olil igatilons of I lie corirat lln,
tile aIltl{l 1,f the dividends putld credit with re,;peet

lheret shall be the face value of the obligations, or
their fair nmarket value lit t,lttle of the paymentt,

whhit'eior is the lower. If tihle fair market value is
lower than tile face vallt, tlll when tile obligation
is redeemed by tit' corpratlion, tlie ex'ess of the
Im11ount for which redeemed over the liai' tarket value
It( the little of the dividend paynit (to the extt it
Ilot illownble Its it ddnetuin ilt Comuinlg inet ililOt'le
for any taxable year) slall be treated ats a di'ind
1l In the taxable year Ii which tie redempt tion

(e) Taxable Stock Dividends. Ili viie of a stock
dh idend or stock right which is a taxaile dividend in
ihii hands (if shreholers under seclii 115 f), tile
dividends paid creditit thII respect thereto shall be the
fair imrkt't value of tlie stock or the stock right lit
tlile time1 of the pelnt.

(f) I)istributions in Liquidation. In the ease of
11111111ts distrilbuted in liqlil hi t Iol ilie part of such
dl,;trllution which Is properly chargeablde to tile earil-

ilgs or profits actumulited afler February 28, 119131,
shall, for the purposes of computing tihe dl videud,;
phal credit itder this section, be treated as a taxable
divldt'nd pid.

(g) Preferential Dividends. No divilends paid
credit shall Ie allowed witli resptct to any distribu-

iininl tess titi (list rilmu loll is pro raia, eqllal lit
allllotllit, all({] wlih no0 preferen{e to any , shlare o}f stockl

us coliilprid i' with otler shrt'es of til( same 'lIss.
(i) Nontaxable l)istributions. If any part of a

dl lullut llon i li Ilding shick dlvildi and stock
rilghs) Is not It taxilhi dlvidend In llilt, ands of such
of tlh, sltir'holders its are subject to |Ixlm under
this hllh'r for tOl period In which flie (list ribut lon
i'. ml, no dividends paid credlit sh1111 ie allowed with
resilel-t to .Ilt l art. (.]lil1e 22, 19311, 9: 00 1). Iii., c.
1110, § 27, -Ili Sial. 1105 )

Itc, enuo netq p6r I,- Ow, Itc. enuo Act ,of 19311 contained
nIo Ixor on,' ro rrcslpomdllp; 1,, Ild, ecdon.

PAulr I I.-('aicil s Ao lN.'T TAX

§ 31. Taxes of foreign countries ant possessions
of United States.

'rhl ',till ias reenacted without change by Act June
22. 11136, 9: 00 11. i, c. 690, § 81, 41) Slt. 1660 .

. 32. Taxes withheld at source. 'rlit aniount of'
tax withhehl at the source under section 1,13 or 144
shall lie allowed its a credit a gnilst the ta'. (.June 22.
1'tt, I) : 00 p. i., c. 690, § :2, -19 Siitt 1666.)

Tils section its enacted by lth Itventi e Ait of 19M:1(1, upe'-he-d'm file v.orr':spllding gro% Ilohns of Ilic Reve~nue, ,ct of I1934
(Alt MNav 10, 19034, c -77, § :2, 4t Stlt. 01931. It applies
onI lI taxalte years beginning afi'r Dec. 31, 1935, by section
1, illti'

q 33. Credit for overpaynents.
''l 'hi section was reenncted witliuti a'nce by Act June22, 11136, 1. : 0 P. in., e. 11910, § 3|3, Ill Still. 1666.

PAIRT IV.-Ac'OITNTINO PiMIlitS AD Mtrilos oF
ACCOt'NNO

§ 41. General rule.
Tills section was reenacted without change by Act June

22, 19;36, 0:00 P. up., e. 6;90, j 41, 411 Stitt. 1666.

§ 42. Period in which itenls of gross income
included.

This seitIon wu' reinacted lIlioi chlnio hi, Act JU.1t122, 11,136, 1): 00 1p. Il., e. Will, § -12, 490 Stitt. IOld.

§ 43. Period for vthich deductlons and credits
taken. The dedau,|hot. anid c.l'eits (other llth the

divin'hds ldi credit Irovhidd lit setin 27) I'ovhid
for in tils ('lilter shall lie taken for tit taxable year
fin whih "Iald or aIccru'ed" or "plaid or ilnuredl",

dependent upon tlit' ll hod of actiolltllig utpoll tIe
hasis of whic'h file net incomne N' ('olnted~, tIllvs fit
order to clearly reflhect the inconae the fldu(itns or

credlits should e tan ' s of it dlfferent period. lit lthe
case of the deah of it laxpayer Ihere shall be allowed
as dedutiins till(] cridits for Ihe Itxable period In
which fills ilie date l his Illdeath, amitnit'iac'rued ill)
to the date of ils dealh if not olherwi,,e llrty allow-
atile fin resplect of sulch Iperiod or1 it p~rior" period. (,hnlte
'2'2, 191 :6, 9:00 p. Ini., c. 00, § 43, 49 Stitt. 1666.)

Tills qehion, us enncte'd by the lionuii Ai t of 1936, sulpier-svo(]es t1e corresvpondlng provisions of (be lIteenio\ Al or 111:11

(Act May 10. 193|1, e 277, § 43..18 SIiiI 6141 1| oplIhis intly
to taxabie years iiglnning after De. 31, 1935, 1iy wetion 1,
lIlli' 1t kii It 'Ielolelillelt iif such pi-tOvlbiins with tite a i tionof the malt,.r lit preiftheses.

§ 44. Installment basis.
This sectthn was riellaied wilthout cliuulge I)2' Act June]2', 13(6, 9:00 1p. Ili., c. 69)|, it 4t, 41) Stitt. ll.;,

§ 45. Allocation of income and deductions.
Tlils sectiliini wi'h4 reeactedi'i wllthout challgO iy Act June

22, 111 6, I : 00 p. iii , c. 690, .15, 41) StatI. 107.

§ 46. Change of accounting period.
Tills seion was recilted wlIhout cliinge b3 Act June

22, 11136, 1).00 P. Ili., c. 0110, § 46, 41) Stat. 1668.

§ 17. Returns for a period of less than twelve
months-(a) Returns for Short Period Resulting
from Change of Accounting Period. If ii tlxilm.Ne,,',
witli the tpproval (if he ('oissioner, ('hanges tiih'
lgils (if cominilhg ntet Inconme from fiscil year to

t.aloldar year it st'llll'e relurn shall be liltde for the
1p'riod between thl ose of tle last fiscal year for
whih reitrn was mnad~e andt the followihng D)ecemnber

31. If the change Is floll (aleiar year to 115keal year,
a ,Iparate return shall lIe nimdte for the periodl be-
tween tIe hcloe of the last calendar year for which
rellirn was 1nn1h1and tile I ate dsigilated IS Me lt'hse
of the fiscal year. If the change is fro one fiscal
year t) another fiscal year a seprate reuni shall el
iliadh' for ilie lerilod iltwen( the close of tihe former
fiscal year and 1 lhe (litt designaled 1.s the close of the
I !w fiscal year.

(b) Income Computed on Basis of Short Period
Where' , separate return imde under ' u1lretiion (a)
lil a'otilIl of a cliinge in ( Ii('e ciillttg t'rid, and
it 1tll other cases where t selarato retlri Is required
or pe'rmitted, by rglations lirt,,('llitd iy the Com-
missiolner wilh the a proinval of tit'e Setrettry, to be
made fur i fractional ii't of it year, then teitu', l (Ii
shafll bie computed ,ml the b~asis of tile lperiod for wvhich
separate retulrn is lllade.

(c) Incote Placed on Anntual Basis. If a separate
return Is ltde (except r'eturls lif te ilcolme of It
coriporation) undehr sulbsectilon (:I) (i1l aem(,tn of it

thange i 11t lie acillltiting perhid, t li et it lulle, C(Ill-
pulted ol tlhe basis of he peritod for wh'h ' li rlte
roturn Is lllade, shall be placed oil all a1n1ttl basis
by multiplying the mtount thereof by Iwelh'o and
dividing by tile nuimdlber of ilonius tIt(luded Ii tihe
period for which tlhe elra e return Is lmlde. The
tax shIll be stlh part of lie Iax colputed on sleh
annual basis its the niiuiber of milliIlis i stich period
is of tweioe inonths.

(d) Earned Income. The Commissioner with the
approval tf tlie Secreary shltil 13' regu'-ithis pre-
scribe tlhe methond of alflylyg the ItroV.4l,. " stillu-

sectilons (b) lild (') (rel'itting t coI,'' collie
on tie bais tof a short Ierihd, aind placiii '.come
on aill miinllal basis) to 'ases whore ' payer
lm1a1kes ai separate re|rn uidler sllist' • ,u. _ oi
account of it change in the acounting lierlot, alitl It
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il 'nt:s thut fil' the ),ifl fu r Nhitth ilit' retlurli Is -,oi
lminlo hi,- hm i e l, ve\ dl i,:1+11+'1 In ,omle.

(e) leduction of Credits Against Net Income. lit
Illv ii(, (f t1,0111,l11 I l'de for a1 fr'aliolll I)i't oif aI

llr, ivlN lll it ( 0 1t 1 h 111b Il43 ( .r silliP,( lloll 01 ), o7l
Ill Sotat. Iif n ill ih(o lc.lm illg period, th(, per-

11 loll i,\ lln llod (i 1f11,1177 . df-7 (h I tdvlt. 41h454ll be

ni l . l)i f lyi l. ot 11 1!1,. rethh Isi 1 c li ti llter-
tl o 1 ) t t' toll lie i lret i '1hh1s I 1+ til fo Iwichla 1r(1f
(I) Closing of Taxable Year in Case of Jeopardy.

Fil) 'l iallg (if i varr. ' it 3'I ii ' t'I, of Jeol rdl y I-fi

Ifig 'II 11; (.le i22, M36i It, : (i 1). 1i ,, c. lst, § 47,

'hC,) , aI it , ( fi , sth' ly fl. 1 ' I (l iii '1'(i A t of 1 36 , Fi )r-
t,, s' I n t ,I 11 iii ledle g pi mis'i )lm of f lie Lu o Ai, t i of
1 1 (1 (.\, I i' Il, d l3 , v ' 27. 277. 1 17, Is Stin t I 5 1 i t
Aug. 24 1V 43 i) . II .1/111H , I 'lgl thl , '. :11. 19%00 5,

(A ) It 11 I ii i I f polli( tlllf'llo of , allh I1)I4 sob
1t li l l altlo iuollhalges in ll hS I, : l i dill (c) i

,18. lefinitils. When usst i ll s lits chalfer-

(I) Taxab e Year. 'l'natl( Ntar" inoans he
sate r (i' yer, or lhe f.Is'ell year ( 11c(i' ('ll'duItng sieh

C )ll esslIr yva1, ii 4 lh'(, be il of Ithi gih lles i icomi e

is -(I lth' Ihl 114fr Ils P t. "'ax ll year" t I lu de.t
i 0hv vAiil of itt1- 0'( ,rl lllnfe for it fr ci oentl larl ( i
l('r lillii sh(li il 'i tisiln of' fitls lalre r o r as lter

1f )g l iti)ns s r1 ''lill'd 'y' lh, Col li lr.k ioller ill Il,(:
it)r11Io\ll (ill Iii 14rell ly, Ie lfe period for wilichr steleh

iie11ce1 l 11111 l 'i.
(2) Fiscal Year. "F'iscal tl" 11visofisll pieaunt-

Ing u'i od ( i il tioi ]n si oltni i he last day of
:111 IIli11 1 olier ti 2 allt ,, l ill ti d r gler.

() Paid, Incurred, Accrued. Tl(l, (,eris "pal or
lieuri'li" and "lhl oir a(i1Str, t'd" shiall Nl co nstrued

niieordlng to fitle In h1 i I ' l~lt llhltflg tintOll 111v ill sis
(lol wshah lle it Ilc'omto Is tiit'lUled si 11der Ilis (If tl,.(d.) Trade or Blusiness. The te'rm "lrrdl, or, bulu-

itess" Stliies Ie ie formlaneo oI he fctllons o
(1 puill olffiile t(c) Mutulal TInvestmnent Companies

(1) General defittion. T0e trn Iltiutul l Invest-
talt lioill stoy" ori1' t:11. orlortlltO (wofe er tc]lur-
i'eio ;r ts all ert trust, f. otbhrwlse),its'.'1 p, lr()vhhtd in lparigrlih :3, if- (As 1111en(Icl d
Aig. 2(G, I1937, 10 , .,c. 815, TJitle V1, § 602), 50
Stitt. 8:11.)

(A) It 1.4 orglinized] for (lie purpose of, and still-
.qltn)llllill11 its Iusnle(,, cons,,ists of, ]bolding, hlivest-
Inlg, 111' relveslhng I stoc)(k or, seenli'lies ; a1111

(11) .AtI ]eifst 1!,5 1)er (celitllm (of its gro(ss incomle Isq
]ertve{| front+ dlillellds-, 1hl1e41,t, and11 gainls front
Hlql"e or ollher dispo(sitio t oll f stock.('] or, ,s(,1.llrtie, ; I111(1

(C ) LessN thall 80 ]per celltillln of Its' grolss' tilleolne is
t1ierIvTO frontallhe sale o.)r othier (displouti) of stock or
s'e('ur-ii,. hehl for less limit six illonths; and

(D) Ali alnonnt iiOt less 11111n DO pcr cenIltnuI of its
lIel hl1,oilne is (iltrll'|it(e( to Itk shllrehloldhi's as tax-
:11111' diidends. (hlrill.g tile talxale year; fill(]

(H) Its sh'lrehioldors Ilre, eden)I reasonale noti1ce,
Ulnlfilh(d to. redh,)lPtlo 10.) f ftheir sto(,k for their pro-
lporthonale intere.sts it tile corp~oralfil's pro.pierties,
of" , e cishi einlillent tlherelof less 11 discounlt not
in1 excess ofP 3 p}er Penllnl thereof.

(2) Limitations. Dv plh , lhe provisions of para-
graphi (1) it c(rporat~ion ,,,hallt 11e eolSidered :Is a
Illlltllml ilvestlielll coliially if, sub|svelltleilt to at date
thirty dlays after June 22, 193, -it any lttle (hiring the
tanxab~le year-

(A) Mo.re than 5 per eentitun of tihe gross ass ets of
the coIrporation , taken lIt costl, was invested ill stock
or s ecurities, or bothi, of fifty3 one1 eorlpornltion, governi-
111(11[, or, political subdi(]visionl thor(of, bult this lhnilta-
1 loll shalll not aplly to Invest llents In ollglt foils of Ithe
United States or fit ol]igatimis of any corlporation or-
ganized under general Act of Congress If such corpora-
tion 1. fill instrumenta)lity of the United States ; or
(D,) It owned' more than 10 per cntum of the out-

standing stock or securities, or both, of fify one corpo-
ration ; or

(C) ItI 11i; atiy outstmidIng bonds or Indebtedne,'s.s
Ill ('( of 10 I)'r Celitlini of Its gross iissets tlkeii at

I o' ; or

( I) It fails to opliiy witlii any rule or reglt lon
lltev.('rilli'd by ty Ie ('oint1ls'hliner, with tliv approval of
lie Shicreliry, for t(e uirp1e (f ai.certiatning the
I'tno llwnlrl-hI) of Its ollft stanliig stock.

(3) Corporations excepted. 'TillS ,,sect)on sluill not
appl4ly t1o a1ll y (lirt)rlit loll-

(A) Willi re-lptwt to iI timix11Ide year b)eginning aft(r
D1)tcemiler 31, 1930, if the corpl1riatiou is with Iii('1(vt
to) ,suph yealr if p)ersonal holhlg comnnaly itsq definied Ini

s'ec'tion X12.
(11) \'IIIh rv,..lv(t to it taixable yenrl Ibeginning bvl-

fore January 1, 1937, if' tin1 coliorat ion Is wili resliect
ti) sile t y a lti'rsihi.il lholting colially as ilttlnellIll setholl 331 (b)t (I1) bvlfor1, the Illinildnivlt of stil-

cihlter I) by sct('tiion 1 of th li eneiie Act of 1937.
((') Withb resp1ct tIo i ti1X le yei'r ending lifter

Aiiglst 20;, 1937, 10 a. In,, if tie corirlit loll Is with
r(,sli(ct to "l cll yeir for'eign lp(rsol( l bii ldlig Coll-

iiit1i3" iis (tli11'tl lit section 321. (.uoe 22, 1931, 9:00
I. fi., ('. (;!1, §18, 41) St ia 1(1(9, us anended Atig. 26,
1937, 10 1. it., c. 815, Title VI, § 602, 50 Stat. 831.)

'ris setion, as inalctel ty flti Revnhio Act of 193, super.hie(s the' corre.,piolnting tjro~ls fit flipt ltvviVAtql f O 1934

(Act Ma11y Il litt, c. 277, .18, 48 Stat. (11). It ippliesonaly 1 11 nuxal pl yi-a]m begimlolg after l4Tc. :31. 1935, by re'el0ell
1, It Ill. It I,; it rve.naet not of soueh Irovilons i' lih tile
/i(dd|lll~ll (If 2'qil1sp8VOll1 (P).

All AUigiv. 211, 111:17, e. 815, Title Vh , ( (102, 54) Stit. 8:31,chan11lued 11111h Iec, ill subsetlionl (t.) (1) Itnd addted p~aragrap~h
(:I) to s.vtllit~l (f.).

IAlt
'

r \.-R,-IrutNS AND PAYMiN'r or TAX

§ 51. Individual returns-(a) Requirement. The
following ildividliis sluill (ach nik under oat1I a
rI urn stat ing Specifically t le it ers of Ills gross income
uin tlie deihlcthll,., :)ill credits alloved1 lllldoir this
Imtlter and such ilt ter hiforimi th111 for tlie iurtiose of

ca rrying out tlie lrovisions (If ihts title its the Comilis-
hioner with tlie ilpliroval of the Secretary ny by regu-
illtins prescribe-

(1) Every indilvidtal hoving a net income for the
taxlhi, year of S1,00(0 or over, if single, or if married
and it ot Ihiig with Ihusllid or wife;

(2) Every Individunl having a net income for the
laxalle year of $2,500 or over, if married unl living
wilti husband or wife; and

(3) Every individual having a gross income for the
taxable year of 85,000 or over, regardless of the namount
of his net ilc(ille.

(b) Iusband attd Wife. If it ilusllin(1 a1]11 vife
living toget heir hilvye In it aggregate net income for tie
tlixatlte year (If S,2,r0t) or over, or ani aggregate gross
income for such year of $5,000 or over--

(1) Each shalt make such a relni, or
(2) The Income if ellth shall I) included In a

single Jlint retur, in whicli Use tile titx Shll tle Coln-
fluted i l tile aggr'eglto ii('Ollle.

(e) Persons Under I)isability. if the tixpayer is
ulllotl to Muke his own return, the rCturn shltl be
Inlade liy a luly autlortzeI agent o' by the guardian
or iither Iersoll ellarg(d with the care of the person
or prorllrty of siel taxpayer.

(d) Fiduciaries. For returns to 11i made by thli-
clries, see succtio 142. (June 22, 1930, 9: 00 p. in.,
c. 690, § 51, 4D Stltt. 1670.)

This roctihn, -; vnmeted Iby Ithe Rev(nui- Act of 1936, su per-

reIhs it', CorielpliOlliiv p'1o .on o f O f t i llv0llup Apt of
1134 (Act May 10. 1314, c. 277 I 51 48 Stat. (197) It
ap pli es oily to tixable Yeirs tgtnl g n t er Dec. 3t, 1935,
by sect lo. 1. hllt . ItI is l r'liiili'tllI of siil'i |ro'visoiiH
vith ile exptlioa of cianges Ii hoibi('tlon (i).

§ 52. Corporation returns. Every corporation snl-
ject to txtion und r iS (ibi Iter shall make it re-
tuil, stating speclifi(ally the iteis of its gross incone
and tile ileuctiois 1lnd c'(e lit s llI I y this chapter
and snuch other Ill forilu t loln for tie p1t]ll' o(If ca rryi lln
out the provisions of this c1lIpter is the Cotminssioner
vith tile illrovnil oif the Secretary may by regalations

prescrit e. Tie return sall I be sworn to Ily (lie tresl-
(eint, vice P'esident, or other l)rlnellial oflfic(I' and by
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the trenqurer, asslstnt treasurer, or 'hihef iv'oulltllg
oflIleer. InI cases where leceivers, trustees Ini bank-
rulitey, or assignees are operla tlng the property or iusI-
liess of corporations, such recelve'st, trustees, or as-
signees shall na ko returns for sutch corp orations li
the sa it mann lr ln( forin Is corpllrat b a ei required
to inmake ret urns. Aly tax tile oil the basis of Sich
returns made by receivers, tiustees, or assIgnees shall
lie collected In tile sanme laner as if collected fron
the corporations of whose bu-iness or prolerty they
have custody an( control. (June 22, 19i, ii p. it.,
. 090, § 52, '19 Stat. 1670.)

TIIl, rection, aq enacted by the R uen Act of 19136.
slllel ed the coirespontdling pitovt'tioliq of tile Iteveane Act
of 111:14 (Act May 10, 19:11, c 277, 52, 48 Stitt. 1197). It
applies Ottly to laxale year, tt''c I, g titt er Ili,(. :1, 1:WO,
by seellon 1, ttte. It Is it reetnu len'rlt of stclh provisions
%vith the exception of changes It the first sentence.

§ 53. Time and place for filing returns.
Thkt' eelIon was reetneted without clange by Act .Tutne

22, 1936, 9:00 p. 11i , c. 600, § 53, It) Stitt. 1670.
§ 54. Records and special returns-(a) By tax-

payer. E2 very per,on liabe to any lax iinposed by
this chapter or for the collectlon thereof, shall keep
Such rtcortlIs, relitierdet oath suth stltlement's, lifke
Such returns, a111 colply with Suc1h rules find11 reglhl-
lils, as the Conilltsshner, with llte 1 ii'val o1 the

Secretary, may fronl t1nie to thle Irescrlbe.
(b) To determine liability to tax. Whenever In

the jutdgmient of the os(' olnl lollr llecessar'y lie itniiy
require tilny person, by 1notice served up11on) hh11, to
nlake Ia return, reader ind1er olith s ll stalatetllents, or
keep suc(h re(ord,;, its, the C'ommissi','onier dvhiw ul ,11-

clent to show whether or not such person Is liable to
tlix unlelr this cllapter.

(c) Information at the source. For requirielnt of
staItelnCltS trid retl1ns by one pertion to atssi st 1i de-
ternilhillng the 1liX, liability of another person, see
seetlons 147 to 150.

(d) Copies of returns. If tiny pei'son, requirod by
law or regulatiolls made pul1rslunt to law to file it
copy of tiny Incolle returl for lilly taxable year, falls
i file suich c0py lit the til1ue requi'ed, there stall ibe

(lllt0-'11d assessed aigainst suc'h Ilerison $5 111 the ellse

of tll nIldivilual return or $10 In tile case of i fiduci-
ary, pat rtnlership, or colporalion return, IiIl( tile col-
lector with whoin the return Is filed shall prepare
sulch copy. Such Inoiunt shall be collected aind paid,
without Intierest, Ili the sille llinllier its tlhe aillllit

(f tax uie ill exces tif that shown by tle taXplyer
uponit ii return lin the ('se if It lllathelillaIeal error
alllearillg oil the frce of the retllrn. Coplies of re-
turns flled or Prelared plir,,ullnt to tills subsection
shall remail oil file for a lleriod of not less than two
years frum tle (late they are required to be filed, and
11ay lie destroyedl at any tiule thereafter under the
direction of the Coinnissioner.

(e) Foreign personal holding cotmpanies. For in-f7orl11:0h0i1 rtHurNIS by o111NIceS, (11h't,(l-8, lind htrIge
Shaireholders, with respect to fo~reignl lll'solll lholding

(omlilt:illlos, see se(.ion iii , 32M, :12, Iin :129g. For
rlol'latioti retllliS 11' llirittrleys, lletoitttlltallts, aind So

forth, a.,, tol forallatihn, aind So forth, off foreign Cor-

iorations, .1e1 c sectltis :21if lilld 329g. (Jitlli 22, :10136,
9: 00 p. In., e. 690, § 5-1, 49 Slat. 1671, its liended Aug.
20. 1937, 10 a. ll., c. 815, Title II, 207 (c), 50 Stitt.
826. )

Ths sectloin, as enacted by tile Reveniue Act of 19.11.
sIl prseou fit Correiil hlg pirovisiols of tile Revenulle Act
'if 1931 (Act Mlay 10, 1931, c. 277, § 51. ls Stnt. (!MS).
It Is it re-enactnet of suich provgltolis, Including silil ectilon
t1) which was added Iv tIh' Ati of' Aprll 10, 19:, e 89,
49 Stait. 1109. rHoweve', hut,,ect t ) l added I y the
Act of April 10, 111:10, contained thi words "tltglnning*tit ifter
lDveetnh!wr 31, 19:14", aitter tile WvoIrd "%var" appea ring lit

lil tlid llte of tIIe text, nd cntalned i twtntence, preced-
ilg the last sentence now set oult In tile text, its folhows:
"Ili cite" of i Ilersoll x'lo fld i retrt for tiny tttxtile yeatrnlot Ibeclnnlng after lvevenlor "11, 19"35, Nueh ll lOlout of $5
or $10 sball de (]li and assitvd only If trhe eolY Is not filed
befor' llt expiration0 of itflen dn3s lftir flie nilling by
tihe collector ili whose office tie returll Is filed. of a reqtst
to Ruch terson for tile tiling of tite copy." It applies only
to taxable years beginning after Dec. 31, 19:35, by section
1, f1nte.

Act Alugut 2(1, 11137, e. 815, § 207 (c), 10 Stttt. 826, added
sult letlnt (').

§ 55. Publicity of returns-(a) Inspection gen.erally; regulations. R~eturn; inadte utlder thi.;1 chatehr

shall Ie open lit Ihlsliett Iirli Ili saime illl ner, It tieSamlle extent, ilnld suljeo, to tht, saitll Irolvislt of
lIaw, linluhdhlg lilllls, its returlns inaio unt v I lltlTllh*

11 of the Ilevi ,invl Att (i' 111211 ..1 Silti. 1) (lt) ; indI
il Ie'turis nitIt il'i' lhe lth ivennli, Act of 19.16 ,Itll
csl tilt' public reolrtIs and idhilI lie oIl il it publit'
t'xalllilt litl iitlld Inspectohut I sutch extlt its Shall
be auhu Ill ili lle alLfi regulltions prolul gtlhd by
the Presidenlt.

(b) Who may inspect; use of information; penalty.
(1) All licome rl urns tis ed tinder this .liipter (i
copies tlhereof, If sit ltrevM'rlicld hy regullltions iiil i e
under thIs sultset llol), siall be oltn it In lSlt'elln bytinly official, body, or Colllnsll, lawfully tchlllgk-d

with the adlmlistratio of any Stale tx law, If tlhe
lllslptclon is for fih( purlpollse orf suclh Uthilillitra-

tIon o 0 or tlhe lililiios of oltaihng lilforintllol ii litefurnished to local hlxhlg athitiells ats plrovided In
palragraphl (2). The lnw lecthul ,shulll Ile livrnllttl

olly IIion wrilltel rellt'st of lthe glverior of silt'hState, dlesignating the relresontntlve (if Such.1 ofnivial,

body, or ComlllllSsion to imaike tIl' IlsIlecton till belalf
iof Stich ollilul, body, or v'oilnissloli. The 111spectlill

.,hall be llade It such lilillll C, find lit such tIilies Iinil
lahlc, Il,, shall be lpre-vcrllivi by regulhtihns IIaltde by

ie Cilllissiliotr' wll i t
ie 0 llvapprovil of Iithe ,virvill'y.(2). Any luforniathon thu,4 st-c'iried by till.% olll(,lal,

body, or ('onllll,sloln or ailly slath, Illly Iito II,,vl onlly

for tho alhnilll lltion tf i he ltax iliws of' suh State,.
ex'ept thalt 11pll wvritten rv'tlvltle of' lhw (]ovirllnr of
Stich Shle filly Stichl lnfol ~inth noll lnly he I'll ll8(,d to
'Ily official, body, or comumission or tiny lpolitical Stil-

illvlsilll of lich Stlit', llawfully chiarged with tI all-
mlinistrallon of the tax la'S of sich I tllI tl uiii tllvi-
0Ion, hut may be furnihid only for tlhe pti'upoe of.

a 1111iill3' he used otily fill', ti ll :hitlllil ral loul ill sllhtax lilw,. Any ollh'er, elllldnyee , or agent of iny

Stat or political sulitllvili, who dihilges (excit 114
autlorizd 1i this subsecto, llo, ill c'le alhleI cuipoll to
testify Ili any jutd Icili' o l hinii stratlve proceeltng to
whih the Statle or, llollthcal sulldll\islon, or Stich Shato
oi local o i'lli 1,1it lbd it co ll ision, iii' such, 1 t

party) 1a3 lIlfmltlil acquired Ily 1 llll through tl
Inspoetioi perinitted hiut or another ln ider Iiii sub-
sectionl shall Ito. guillty of it Inlsdeleailnor- :1n1 shajll
Upon conviction Ibe pllll.hed by 1 filia of' no| lol' Ihlln
$1,000, or by inilpr-,oninvidl for not( miore thaln one yealr,

or ht Ih. (June 22, 19:16, v. 690, 9:00 p. 1i. § 55,
49 Stat. 1671.)

Tlt I section, a enactid by Ile Rtevetut Act of 19311, hurter.
Sedi] sultet li ll In) tWlll (It of il iitve u' Aut tf 11134
(Act May ll. 19 lt, t 277, § 55. 48 Stiat. t6t8, itis alell
April 11. 10,3t5, v. 7.1. I9 Stilt. 158) as to taxable y,'iutibv~g~lift]h g alIter Ilev1. :i1, 19t.'5.

§ 56. Paynient of tax.
Thli section tla re'lletei wittolt change by Act Julne 22,

19311,1): 00 I. iii., c. (lti0, § 51, 41 Stat. 1672.

§ 57. Examination of return and determination of
tax.
Thils sectiott was reenacted without change by Act JTune

22, 1936, 9 : 0o p. 11i., e. 6910, § 57, 41) Stilt. 1673.

§ 58. Additions to tax and penalities.
This section was reenaetd without ellla.gi ly Act Jetn

22, 1 1136, i: (1t 1 Ill., e. 611tl, § 58, 411 Stir. 1073.

§ 59. Administrative proceedings.
Thls sectlion 1%,1 renetlueed wIlholit clhnge 1ty, Act June 22,

19:11I, 9 00 1. mit., t. G0, l 59, 491 Stat. 1673.
Wor ''title'" Ill fir st ca,' ot 011isectlon should read"chaptler."

§ 61. Laws made aplicable.
This ,etlll s ,cion iwt'olltnetld witlout chatige by Act June

22, 11136, 9 : 01) 1). In., '. 690, § 11, -19 Stnt. 1673.

§ 62. Rules and regulations.
Thils sectIon was reennetedl witlhout ctce by Act June 22,

1"11, 9 : 110 1. in., v 0901, § 112, 41) Stat. 1073.
Tte following sectllions of the Revenue Act of 1930 are

onlltted :
§ 63 Taxe, In Lltu if 'rnxe linder 1111 Act. Tile laxes

hintmm by this till, and Title I4 siall he III lle of tlhe
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lI'i. hPIitc1 iiii Ii)' TlftI'N I anld IA of th1 ' IiI wIu i t of V II :t1,
Ifill 141 1iii-41.S e.Slj,,ri Tlel¢ This IN-l may III, diled nim the "Income
T''x Act (fr 193."

Si'ISl i[AI"I'EIR (--XI'l'l'1.EdENTAL I'ROtVISIONS

8IhI'I'MIEN U A-RAirs OF' TAx

101. Capital gains and losses-(a) General rule.
II the (isi (if :I tllxiayvr, other thanl i corporation,
oill13 th, hoitoWitig lii'r(''itu-t+s of the gali or loss
io l.9ImZ-'i tilito lhi' I tiv e 'or ('xi'llrltlge off it capital
ili,,l siimll top taken 11ltO'' l il compting net
Illcl'olllv :

!t Pir (iellt1n If the ('lliptal asset has 1Ieen held
for llol molll' flimll 1 Nvar;

so} livir ,o-imiml it' flip capi])tal aset ]lils been1 lI(ld

tor ilioir u I o I ,1 hilt ilol fo- more thlin 2 years;
I) per ] iiltiti it Iiv, clalltal ui,-el hl1s ten held for

mrll' Man1ll 2 .Nirs biut not for mIIIrv thill 5 years;
,10 (li t evnlum Ir li<, ,apital 1,st lilts lIe(ii held for

loIn tlhin .5 .u-iix lill IIo for more than 10 3elrs;
:101 Iovr (.enflutx If flip capital as'set lils been held for

Illorel liitlll 1O ,varI'

(h) Diefinition of capital as'sei'ts. For the purposes
of this .illiltI , "eClltill IlSsets'" IleilIS prtopetrty held
Ilv flip Itim~l. (\\whllv' of' niot conlnected] with his

Irmle Iri ImsInes ), ulit dlope+ not inchide stock li
trade of tw tilXimllylr oi otler Prolwrty of a kihld
whhvh w.oldh Ipr-Iwrly ]Ii Inledl III i111v Invetlory of

the4t.ii' ol lil 1i1:it1l lit tillh ('i t t ll taXlll O
.'Near llropVhrl ld y thel tInxlm.\r pimrina|ly for

.ih toll.clinei lli't5 fprdinary cotnie of Ills tralde
or' It,' I les.-

(c) )etermination of period for which held. For
til' Ji riiise of liliseeotton (i)-

(sI Ii ill'lii'nl i', Ilt(, pieri ll for wh' h ilc e tax-
Ipayevr ]llts ] hld lpr"]olly r(welvve onl fill exchanlge there
shall to., Ihlded fhli 'hlld I'or whh'hI Iw lehld life

]iloii'rty vxi'lllllgi]d, tf Illt' l tll ' li pi'ivislln, of section
111: 1 it, l ro'rly ri'l't3'd hus, for the purpose of

(l'rllhuig glill ir loss from a sitle i' exc'illle, tile
.11iil, htt,,s ill tiiiil'oll ill li rt I 1 Inds as tile
iIlrOli Il' l' ithgeui.

(1) li t' tit i'l'ling lh peiod for which he tax-
47 Stilt. h1 , hii proplrty Iovavr f(li'] there shtll
I)ll eil lhe rhd i o Ill wIltt Ih ll i Inuc petrly wits
heldi by fifty Il|tl piersonl, If unidier thf lliprvisiohns oft

slel'hlill1Ii:, slth l'oirl'ly hil flor i th e suf le-
hWrnfltilg gallin ofr loss from n sale or- exchainge, the

Slli' linsl, i w11 iio rill I till II Ills hands ils It would
llnV Inl the( ]illll (if snvch (o li i ' Xlli.

(-I) li et itinlhii the lit hili fill whilch the tax-
rpayi ll i n " le ,tc o 'l crtle l e(ceiveir pon it fis-
111rlhl ll nvwhere llio galln Wils r'(, lllzv(]Io illp ds-

rithi undier thei set luinlons of silctloll 112 (g) (if te
,\ey29e AM9I (if 1 . , May t)t. 1928, v. 852, -t5 St't.

818, or 19i2 Jiienli(, A:2 (if 929, J7une 6, 1112, c. t09,
47 S ity. 19:2, there shill he Icl7de7, le tierlod for
whhlch ho, he~ld the shio.k oJr ei'lllhls Inl the dli'1lillt-

oItg lorlorithion ifor t t the ielpl if lie stock or
s (el-ilh

,  
ullion Suc(h dl.strlihilloii).

(-t) In del'infltnn file perhiod for Which (be tax-

payel lil ts hi slock ot' seu'ities the loqu fsltfoi tif
wsaleh (nt ilip eosiin i in of iphtit t li(teihc wtile)
resale'd ilttie t nhleutlilty (undh r s.ectill 118
of tils tiltl ol' section 118 of the Revenl e Ai rof 128,
May 29, 192,. e. 852,..15 Stitt. 91,. ot' the Rlevenque

Act of 1932, ulnle. f, 19:32, i. 209, 47 Sttt. 19i6, or tie
Revenue ActI of 19,3-1, 'Myy 10, 19:14, c. 277, 48f Stitt. 715,

relittlig t ash slales) o the loss frotm the sle or
other dispiosition (of substantially Identicail stock or
secui'ties, there Shaill 1)e Included the pei'lod for

whihh Itr Terl tore lek or securtiil lo hs from the
sle ois other isplosition of whi h , lls ot d (leei.(d) Linmitation on capital losses. Lo)sse~s froin
sales or ex(changes of capiltal assets shalll bie alllowedl
only to the extent of $2,0)00 jluii the galins front such
salles or exchainges. If ianilk or trulst c:omlpanxy hicor-
pornihd nder the laws o)f the United Staltes or of fiy
State or Territory, if sulbsti-nnthll part of whose NOs-
ness is the( recelipt of dleposits, sells fifty bond, (lebeni-

ture, ltt, or trllsft'ie or other evid'-ee of indebted-
sli) gl Iso iii.e by an forp li (I'chslesig (iPt'iell3

ly li goveriillliat or iolilhitl stubiyvsin l' refl , il h
Iterest Ollne nit

° 
hi rvof ol',1 foirt, til ssliu ries lt-

h'ttig froi iif ,iihiid, ,e dittit t0s li )oi'lu of lhe lt-Sl as
lo(- iiil xot il exe e tirinioii, If ally, by which I2l, nld-
jitlh, bsi-s of su h hliruil'nt ex'ct e po liiir or
fit(e(, valhue ilhireof! hiila ilot be siili~j(,1-t to thle fr't.-
go' l liitaio nl siill not le Icluded I l
mlnling (lA ilil aliaiity of such imi'7tin 1o other

(e) Gains and loxpi ses from short sales, etc. For
Lie illl't of lilts 'hiie r--

(1) iilla l il' om lleshort lles f plrlierty
hi lllt ('oi,v asI llt oS eslll, r hd froni sales or
xi liige of lilllihtl aisse t I d ilt
(2) giili 1r hut iih'lll atiuta it thi fillire to

xsit'. 110 li irlige4 of optins t Ig lly oJr sell Iireto
s liall be eollsliderud( i1,; galini; or losses froml snihs of-

exlhinges of v.iit till ai,,t; lie]di for oline yill oir la vt.
(If) Retiret-ent of itnd, etil Fo ti e pu1l1 ito , of

this hiltler, nllilitis Ired', by1111 il e ohhlxcr tioli lor
retineent of tloods, (hir'tnliire(i note, or certfllliieor other ev'hidnes of h Ietedess lk.id( by tiny corl-
po(riillon (ln(.hildhig ltiosv Ismii,( bly li governmen, lt or
ploliticail subiih'sion Ili(rv~or), With intere,t clilpllsi
of, hi regi.slerml forin, shalll b~e (oon. hde(1 as. amnoiunts
ri ved)l',lhit ex(.hilllg ilh lifr. (,litte 22, 1936t, 9 :00

I I'. it l, ' l t , 1 117 19 S tiy. 16t91.o
'hd il liion. ai v1 h d sths i lthe 11I(en t of t o 19l3, sleor-.wd hle i llr,,llilnhiig iproiloils~ (,Il fh, R~eveniue A( I (if 19t3t

(Act hity 10, 11931, v. 277, § 117, .48 Stitt. 711t) I 11 li eslh,
onh \' I "inxile wa zrs bV91hi111ii aifter D0c. 31, 19):15, by
bctiln 1, lile.

§ 102. Sale of oil or gas properties. Ili the caseo
o)f itII~ liii saflle or fly11% oil or- gas prloperty, orilllty
Interest therehn, where life p)rlincipal vailue (if the

p~ropetrly Ililip eOli delnonst. ln,if| Ily prospecting or
exlohraiohn or- itll','very wilt' l,:he biy the taixpalyer,
th ilrl ort i oft fip1 ix ililmst,( byl sectl~i 12 laltlrillit-
ablle 14) Suc(h ,sale ,]hfill noti exee(1 M0 per eviiliii11 oif the
Selling lprhce of suc.h p~ropert'y (fr Interest. (Junle 22

9 ,

1936(, .): 00 p. ni,, v'. G;91, 1 115, -110 Stitt. 1078.)
'Thlk v(etioni, as vilncted by th(, Revenue0 Act of 1936.|

milw lv %; ' lhi- ('irl'l p, dingl l provk'hilis of file lR.evi'liP AC:I
of 1ii:i2 (.\et howli G. W1321, e. 209l, § 102, "47 Stilt. 19"). It
ali les, only to taxablle years b~eginning afht Dec. :11 19315,
by i-etct on 1, aite.

§1 103. Exemptions front tax on corpoarations. The,
following organilzaions shalll Ile exe'llpt frolnt llxiln
und~er this Chaptier -

(1) Liabonr, agr~eiclrall, or, ]orflehlilrn. or~giilliZn-
tions ;

(2) M ilt1 ial sai ]igs hlaliks no(t il\ig ii .'lillitlll s(' .
relmirqnlledl by 'hili'(,s i

(3) Fratlieirnial hilliel ry Socitie, oi'dei',, oJr iiso-
c'lilllilis, ( .k) opprt'iliig Ujl(iihr I lit hmdge systlnl or for
the excluivhe liiliefit (of fipt i(,nllieoi'f it frateritly
"w'qlf operainhg lnitho~r 111v, 1lg, .%m.vhl ; inid I11)
pn'oV'hlhig for Ihle pliyliltvlii orflire, shick, accientli, or
ojthe(r hllvilt' to) till. nlieiilhr.s of sulch] societyv, order,
or ass oc'iailoni or their dheilinhviils;

(4t) Dnietlh, buiilding ioloo~li lioeintiolis sitl)-
stainlhilly a'll the liilhs,. of whhl'hl Is e )iilied to
lllll]{(llg (loa;II

v  
tO membersl' l; '[ill| (cooplera'ti ve halil|s

lilhou eli allfil qho'lc oi'ainizcd mnid op~eratled for
1ni10lil11 lillpoe fin it~ lhout lrollf;

(5) (elnleery c(oillialnlt, ownled aind Op)eriate(d ex-
c lushvely for the lieiuvilt of thirl Ili(iilli'rs o l'hic
fir'e niot (ll)(ralhd for)l pr1'of1i ; nilltiy Corpiorailtoll
chartere(d .xihly for b~urial pulrlio.q ils, aq cceetery
corpioraiion fill(] niot perittehd by Its c'hairter to (,1i9:19C
fit fifny busliness not inecessar.ilrly Inidhentl toi that pur-
plose, 110 palrt of ilhe Ilet vallllll oif whih hill'O-s to
tihe l~lefit of filly pnrivate Shareler or- Iniduhal ;

(6I) Corpiorationis , filnd filly commnitly ehest, faiil(],
or fouindaioni, orgllilzed fill(] opierathed excluivhely for-
religiouis, chaitabllle$ scenlileh, literariy, or, educi(lonal
purposes, ojr for the p~reveniion of cruelty to chilhdrenl
or alninmils, no panrt of the net (Pal'iihigs oif which
Inurie.s to the hlilt of fiilll rivatle sharlleholder or
Individunl, andl io suibstaniahl p~art of the activities of
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which is carrying oil propaganda, or otirwise at-
Ielliptlng, to influence legislathin;

(7) slliness leagues, clilambeis (if commerce, real-
est ate board s, or boar'ds of trade, not organized for
irofit and1(1 no part of the net earntings of which inures
to the bliielt (if any private shareholder or Individual ;

(8) Civic I leagues or organiza tio-' not orga ize'te
for profit but operated exclusively for the proiiitnlo
of social N\'ei Care, or local iissociations of elinloyee,
the InnillhersliIl) of which Is iinited to the eiilovee-
of it (lesignated person or per',onq fit ia pairticular
nmunicipality, aid tie net earnings of whici tre de-
. oted exelish ely to charitablc, educational, or reerea-
tiolial pu1r'poses ,

(9) Cluls organized and operated exclusively for
])leisiiirc, recreation, aind other nonprolthble purposes,
no part of the net earniigs of which luinres to the
benefit of any private shreiolder;

(10) Benevolent life isurance associations of a
purely locil character, i ilual ditch or Irrigat Ion coan-
pallies, loutli or cooieiratlve tcleihone cOmi lanics,
oi like organizaIhtins; but only If 85 per cent uii or
m11ore of tie hicoleoic cosists; s of nilloilllts collected from
ieiiiters for tiie sole 'urpiose of mieetlig losses ati

e.ilbeses;
(11) Farniers' or other mutual hall, cyclone, eas-

uilty, or fire Inisuranice compatnies or assoclations (Iil-
cildig interisrers alind reciprocal inderwriters) the
income of whieh is used or icilt for the purpose of

iyillg losses or cxta'iies ;
(12) Fniers', fruit growers', or like associations

organized and operated il iI cooperatlve lais is (i) for
tile iri'oset' (if l'arketig tile prolhlcts of meihers or
other l ro(h(icrs, 1ll(it tairliig ha(-k to tIhemi the pro-
('cee(ls of sales, less the ilece;siry miiarketing expeiises,
on thc ie sis of either the quantity or the value of thep~roduc'ts furnished b~y themn, or (i) for the purp~ose
of pre!]inshiig suplies aiI eliiipiiaenI for the use of
tmiemblilers or otlier pirsoils, and t ulliiuig over" such sup-
10lh's and equlipment to thelm lit nctuol co,. plus aieces-
iil'y eXit, llses. Exenimptiion shall not ie den lied tniy such

a.sociat ion I sause it has calital stock, if tile d ividenid
rate of such stock is fixed at not to exceed the legal
rate of interest In the State of icorora t lol or 8 per
centainii per al liiliii, whih'iver Is greater, oil the value
of the consideration for which the stock was Issued,
an iIf sulhstti ly all such stock (other thau ion-
voting lpreferred stock, the owners of which are not
('lited or permlited to partletipate, directly or In-
directly, In the profits of the as'imcii t hu, uipon (issolli-
tioi or otherwise, I)(,yi)n! the tixed divhh'dnds ) Is owned
1by pI'odue'rs who inrket lheir produet or pu rchinse
their su pplies mid eiquipmtent through the assiciatin ;
nor siall Oemltion he deii led any such atssociathon
leause tere is iiecunii iiitt(i and ma tiitauinecI by It a
reserve reilired b1y Sto tc law or I rew'ioiille reserve
for tilny necessary lil'poi C. Such an Issocia t iol may
Mallrket the 1)1r0(111('tl4 Of n1011ll(TcS fitl 1111 allllallt 0i1e
valie of whih does not exceed to vluIe of the prod-
nets Iiiirketed for ienmbieirs, all( moy pureiase stihes
an equlipmnent for nonmiueliibers Iii lll aonOiilit the vil ue
(if which de(ls it excee'd the value1 of tii' slpplies iinid
eqlii llent lllhased fill niillhers, provided the value
of tih l r'hlii ses nade for persi His who are neither
membhers nor produ'crs does not exceeti 15 per centuni
of the value of all Its pui'clases. Busiiies done for the
United Stultes or tiniy of Its agencies sha lie Ills-
iegarded l determntihng the right to exemption under
this pit ra grl ph ;

(13) Corporatitns organized by ai association
exemlt under the provisions of paragraph (12), or
imitmiibers thereof, for the purpose of liancing the ordl-
na ry crop operations of such niientters or otherl' tro-
dueers, and operated In conjuction with such assocla-
tio n. Exemption shall not Ile denled iiy suit'h corlpora -
tin because It has capid tal stock, If hli di'idend rate
of such stock Is fixed at not to exceed file legal rate of
Intertst III the Stui t, of Incorporation or S pe' centuni
per ii niiiilm, wli'hever' is grtater, .l tile value of the
ctonsiileratitoi fior wh'h the stoctk w'as Issued, and If
substinith1lly all such stock (other thii non'oting pre-

ferred stock, the owners of which are not eititled or
permitted tl) participlate, diretly or hilreclly, in tile
proflts of the corptorathun, uipoin diswhtdio or other-
wise, belyond fllll xed d itld.4) Is owned biy such
issoiation, or iiieil uers tlhereof; l nor siill e\iiinlotion
lie dentetl tiny such eiirliorllhi btecaiuse th'rt Is iiecu-
multt'iad ind In tined ly It a rt'serve reqih'i'd loyStalte Ial\\ or it rceasonablle reserve f'or tiny. nlecessalry

purl I'l)c ;

(1-4) Corporations organized for tih(, ex(lusive pur-
p)ose of holdig title ii) property, collecting iiconiu
therefrom, allI t urilg over i llt' ti illolli t hI'reof,
less eXpenses, to an11 orgllinZiltit whhich Itself 14 Pxellpt.
from the tax iniposed by this chalter;

(15) Coirporatlins orgatilztd uloder Act of Congress,
If such corplorations are lust runintalills of t lt lt e(il
Stautes anti If, u llrd such Act, is anieiidet ad Ulllp1e-
nielited., such coriora titis aire exempt frotli Federal
incomie taxes;

(16) Vl initary emlohyees' bitnefitiiry iissuoeli Itoi
Iro<vlig for file payiiit of life, sick, incident, or
other le fietlts to the nieliut'rs of such ass(clillhii or
their dellenflts, If (A) no linrl of thIr net eai'lngsi
Iires (ot her ihan lhrough such pi1'inens) t) the
tenelit of ny i vtolt'e siarelhiht' or I nlivhlual, anti
(11) 85 per centulin or iore of the Income consists of
amuiiouniit s collecthd froml it'ihers for t lie solt iirpose.
of iiinlking such pay'lynitq sn illetilimg exieses;

(17) Teachers' retirement find assoclat hiis of a
purely local ciiaracter, If (A) ii part of liih" net
eiriniigs blamres (ot her t lii i hi rough ptyimenit if ret ire-
menit N-vellts) to t liet'elt't lilt y privte sliirt'holh r
or lhivudhul, and (II) the Iitom consists soh'ly of
iiiioutis received from liiulic taixaitiii, lllllillits re-

c'edIv froim IIsSeSSMieiit 11u)on lit(' teaelhilig s11ilr'sIt' of
n'eiilit'rs, anti incomle ii respect of Investiiieiis.

(18) leligitus or llOstoli assoi'ltions or torpori-
ttliois, If such associtlis or corplOil'liht h i' coni-mloln trealsury or (oaiulllllity trealsury, evenl If' such

assoitions or corpiiritlihis ('',gagI ii iiisiness for the
colitiio lenielt of ihe lelciiers, Ilhut only If the ineln-
iers tIhereof include (at lhe thee of filing lthei re-
t u'iis ii their gross Inconie tiheir entire pro-rata
shares, whether distulitetd or not, of it'e ilet Incone
of the assoclatln or corlioration for sulch year. Aliy
allmoullnt so li_(ded InI the gross llllnite of it miinlit'r
siall Ile Ireated as it dildenl received. (Juime 22,
19:6, 9:00 I). in., c. 690, § 101, -19 Slt. 1673.)

This setlion, nq ('nactei lip h Rvenil, Act of i|an. super-
Itle ,- corre,pqowlihg 1 [*)%.1,itls, of lhlw IReVvll)O AM' r 9 1)1

(Act ii y 10, 11:31. c. 277. § 101 .18 Shit. 700). It n lipiihts
oily to Ilixithu' yiir, 1)eghi'inig ifter li c'. 31, 1ti3a, by selt loI1, iiilte, it 1Hl ii rveeileliit of sliei provton with thol;

addiltlon of pairalgrph (18).

§ 10-1. Surtax on corporations improperly accu-
nulatinig sirplus-(a) Imposition of tax. The're
shall Ile levied, collectd, alin! paih for each ixiill 'eii y r
(fi ihitt iiin tot other taXes illpos'd ily 1)lhls lItl') lpoln
lthe et Incoie of every cti'orliit loll (exeti 11 pre.
vhitl mi suihSt'.eetIiil (f) ) If suiih eorporit li, however
creattet or orgiiiizi(i, is forniued or Iii'iiht' of for Ile
hiii'liiSo of preventing Ihe i im]poit lli of the suirtax

poilln is , shi'lieohdt' s or ilit shlirehohih's of iny othercorlioriithii, tlirough the inihna of Ipernilllhg evil'n-

ligs or- p)roflts to icllnillitt Iisteid of bli'ig diviled
or (lst riiinttd. (As iliit'ided Alg. 26, 1937, 10 it. in.,
C. 815, Title VI, § 601, 50 Stnt. S10.)

(1) In the en se of t'orpoi'nims no sub)jeet to the
sirltx oil iutst'll itet prll otit t. Imposed by letion 13a1,
a surtax coil i to lie suiu of tlie follwing:

25 pcr ceit uiin of Ihe inomiiii of the rt'hiett iiet
11ililit' lOt hi excess tif $1to,00,0 phii

35 tier cent uim of Ilie oiiint of tli retainled net i-
comlie In excess of $100,000.

(2) 11n the c'ise of corplorat inis suljct to I lie suirtax
on uindlistrilbuitel proits hiiposed Iy sectitiii 13i, a
suiix V(II ual to the sulin of the followiig:

15 per coitil of lhe iimi iil of the retiihietl net
mncomie not In excess of $1ft0,(00. lhis

25 per cemitini of li iiint of the retuilned ilet
lcoilie InI excess of $1(0,000.
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(b) Prima facie evidence. The filet that any cor.
P] l-JI'H|I Is 4it Me"l'' ]ldlig oir Illve,,tinnl t comanlllly , or

Ihnt lI i:t'tliigs ot* prollis al e pi('erinitt(, lld II i''tltlu -
ill- lw ;4ytlld fill- r-411,ollalel need(sl of tile bulsiness, siljlll

Ii , iirii fnit'v ovlidl(.e of it pirpose toJ t'oli( surtax

(c) ilefinitions. As utsel in this ('lipter-
(1) Special adjusted net income. The term "spe-

(-ill aidtlt iI it-i li'orile'" liieanis the net income minus
to' iitut orf-(A) Taxes. Federai~l Incomne, wnr-proflls, and ex-

'.tes-prolilts ll e Im ih or li(.i'ltld during tile tixible
yt1u', to flile exnt lt t a lowedlis I dhedullotion y sec-
lion 23, Itl ithl hihling lie Inlx liiip)s )' hils
.well tr 0 it crl'l'esniniii(g section of I prior iiitie-

tinx law.
(11) D~isallowed charitable, etc., contributions.

('otltlliti[oils ort gifts, Itil otl(,rwise illowed its it
dll.dhlclionl, to or" fori file Il .( oIf dlonev'ts dhei(.rl d ll
heelion 231 (o), for Iho. lJil'loses th~rvin spei(cfled(.

(C) I)usallwed hisses. i l5r.'', In ,"lllt's it (ox-
c'lnn-,. , of1 c'npitall aisw (s which arie dlisllowed Its it
ddq lieffl b~y .mc,(. lil 111l (d).

()) Ilank alliliath ('. itt Il clloi, of ii hollihg ('oit-
im.\ nlliliaholt, (olhie~~nd lIn sect1.ion 221a1 of Tifle 12),

Ii.( niiiiiil tlowed its it cre'lil tiier section 26 (d).
(E) National mortgage associations. Itt tie it se

(if i h11 lollti ttilu't gigtge itSol'llt lo ll erea unt et scc-
lion 171( of 'i'ilht 12, tie itmllnt illwed ats iL credit

utder s(ih l 26 (ei).
(2) Ilt ained net income. The Ie'e'in "ietitted net

Illeollle" nlvlns 1111, speI)Jlli Ild.1l."Itoi lltel Ill('tllle- inhlll1s

flie soilif f ihe llvienIs ptid (eilit irt'\hhd Ill oIc-
im 27 andti le credt 1ro\'hhel ]in ,ve((tin 261 (e), r't-

filing 1il ctintlactls restric ilng d\'hiviendls. For the
111lrlposq, Of til,; silll,,,ei. ln , lll'h Ce dti s sht lill[ he Coin-
liileol by ',ltl lll Il seti~on 2(; (C) aind ill m(-etlon
27 for fth(, w\'ords "ndjlitsted net lllcollllt" WMier'tvvr ill)-

pin(lhg lin suceh section,; tie \votrds "spelcia'l tlbijsted
Ilel Illuolne(."

(d) Paytnent of surtax on pro rata shares. The
x Imosisd iy till sectin .hallll not- alply If (1) lslfile shlar1-vllh~rs of 1the (corplo(rat~ion Inc'lu( lit tile

Iilt(- of filng IIlheli i) urnns) Iltir glcs I gncoe thir
inti i pro Irlo slntires, w lieibe eixesrpilited itx not, (f
itle rlil lie sl hltio ilr the Corlporaton for such
y(e, iia (2) 9 per enillillll Lo lmre (if slih retielt'-
i10 i. oniu ,Sole i 2t11,hild Il le gross nI lle Of Stil]'(-
Ihders Othe )lil vo'poralolls. Ally lllllln so In-
cluided lIn tile gr~o,,,4 Incomne of it shaireholdler shaill lie

treated Cs Io ditio nd receed. Any subsequent dIts-
ritbntiiioi 31, mae ify l ( orplorall'ii t o)f earnings t
2litts for sIlch ('axnJle yei r salli, if (liu'hibiiteI io

liillt ih1oler who til li lt'litued it his gross
hls.et thi. t pro rata share, liexenmpt i froi l tax hi tiie
alnliolill oIf tihe Snlre so Ilded.

(e. Tax oi' personal htding companies. Fu slut-
taIx oil persolnal lholding c(ompallnies , see1 sulbe'hitte

• D.

(1s in(hl Aug. 20. 7 1, 1.Title 1,
12, It Siat. SI1.)

If) Corporations excepted. Tills section shall not
:il1ply Io a1ny3 'orp)O'lorton

(1) WVlIh respec't' to 11 taxalble yealr beginning lafler
Deevitllhler :11, 11136, If the v('()ri lollo 1s wvili re,.plel
toI such'i yealr it plersonall holding 'onlmny its ihfilned
hit moti~ton 332.

(2) With rest'.,,' to it tinxleh yeanr bivgluiihu bv-
fore .hinnnry 1, 193"7, if tlhe corortonl Is wvilh re.,,plvtf
to) sic(h yeillr Iit personall holdinhg (comnlly its devilw
In seti,(ohn :11 (b) (1) ilef(r, tlhe ullnlll o1 (fSilh-
challlrI 1) byv seel'(Iton I (if til(, lMovenjivl At'l of 193'7.

(3) With respect(. toi1 Ini lble~h year vllll, lilfho'
Aiignst 2(6, 193:7, 10 it. nli., If te co~rpocration is wllhI

le'llllto .s11(c] yellir .I f'ore(ignll('sn holding (eOn-
lpany a~s (ilefld Ii slvcllon 326. (.hline 22, 119:16. 9):()00
1). 

hli., v'. (;|it, § 102, -49 Stitt. 16;70, Its ainlendhel Aug. 26,
1193{7, 10 iI. Ili., e. St.], ']itle 1, § 2, Nil Stitt. ,817; Au~g. 201,
1937, 10 it. Inl., (v. 815, Title W[, § 601, 50 Sit. Sil).)

T'his 9etionit in et bytP{l ll t 1(, Revelnlip Act o|f 190 , Hute(r-
imi ,t he I o (trrt, poijd i~g il:oil o )1 ll o thelt, 111''11oe Act of
1931 (Act May 141, 193.1, v. 277. §i 10'2, 18 Stitt. 702).

Act Auigust 26. 11137, c. 815, Title VI, 601, 50 Stat. :0('hilged sveolld I)i11teticlal pltha,,, Ili Hultoiectlon (it) ia
addedl sulletihln Ml. Sectn '' of Act ,Aug. 20, 1037, c. 815,
Title I, affictl slb~cctlou (e).

§ 106. Rates of tax on citizens and corporations of
certain foreign countries. Whenever the President
finds tihat, unler the laws of tiny fo'eign country,
ellzens or eortiorlithins of the United States are ieing
subjecteid to discriminatory or extraterritorial taxes,
lhe lresidnt sliall ho proetiill itnd the rates of tax
ilii)o,,ei )3' sections 11, 12, 13, 201 (ill, 20-1 (I), 210
(ii), ald 2:1i (ia) shall, for tile ta'ibille year duringwhich suiih proclamtiilon Is innidv and for eaceh talxablle
Year therealfter, lie doubllled I the I(o oft e;O('h citizen

iliul iorloalilion of tsuch foreign cointry; but lhe tax litmin(h dolilhd I-lite shiall be c'onsideredl its hnmposed bly
s(,eitins 11, 12, 1:3, 201 (1)), 201 (ill), 210 (It), or 2.31 (it),

its till, cil,'e liiay lie. It 11o ase shalt ilhls sectllli opler-
lit( Io i ilreii io hxes liiilie I)y snch seetlOlS
(colltl(illt wiiit t g'ig liito ti ls section) to till
linolioit ii exci'ss of SO) per ceotiini of the iet tinomte

of Ili t hltiayer. Whelver Ihel Presilent lids thit
Ilh levaws if tiny foreigtt ('ontliiry wi l'i ''spect- Io which
lie P'leshiet hils niilde it 1r'iciiiliioi n uii ilnder lte lire'

cii poliii I ions of Ih'i'lhitt il' ition hve elen itl'llllesol lhlll dlsc'rhninlllory iandl ettnerlhrll1 taxes iili-

lille(i e to citizens lind eorlloriitins of tit' UnitelStatelis halve been inlloVed], lie shaill so) iro(,lilii, in(

I he lirovliions of this Secthilt provi'iiig for dollleltl
rltes if tax salill no nliply to iiin'l citizen oi' corlorlialion ofl sulch foreign 'oilllltry \withi relspect i anly lux-
abile .yeair beginig alfter suc'h pli(,lnno~n Is4 millel.

(.lle 22, 11136, 9::00 p. ni., c. 690, § 103, 41) Stilt. 1077.)
Tlills Ioll t1in, lq eiacled bv t(' levinue Act of 19126, suer-

t'(ltl' fl oei ' ll'rl' ln ll jliglll tr'(iiitl olll lif' I ie lIlll lll' .tl l if
111t1 (Ai Mly , 10I"1, c. 277, i 103, .18 St lt. 7018). Ittip D [ only I () tj~ Ip ye, V, t4 gtlllng alfter lht. ;11 1935,
It%, sec(lton 1, ate~h. 1it i;s it reeniiei(nl of suc w(h ovil si

with tile exceptioln of chii lgis lit Itie tirst seniltlic .

§ 107. ilanks and trust conllanies-(a) Definition.
As used i this section the tirni "hianik" iniilisa licii uk
or tirust cotmpany Ilcorpoi'ie nidi i dohiig Iishi( s
llidr tlI Illws If' the liidi' lilte's ( lnetiiig i\\ws
'lilig to tihe District of C(ilumhi), of i1y Sateile, or
of iy Territlory, ii stitinthil lpart of tihe uiisiness of
\\'hilh etnsists of rece'ving deplosits lilti miilking Ilins
jin lltS((liints, or of exercisiig fidllciry powers
shnilir to Ithose perlinitied to national ba1inks un(er see-
ltii 2-i8 (1c) of Title 12, lil( which 1i s nhJect ly law tiisupervi\'sion jln(] examniohn bly Slate tior FvdlorMli ll

thority lhviig sulervlIn over bankithg InstiltnlnS.
(b) Rate of thx. 1:i1cs shill ie txhillo Ii ile

Sllie litlilnert as olher i'(corlioi'i lots, excellt Ihnt theyshaill liot hie sulbjvl to Ille sill-l'ix himpo'ed bly s(ection
1,311, anld excepqt thatil lh liorl-111 tit\ Imposed1 by s(,v-

lin 13 shiill lie it lei' ii' otf 15 p i'i'entuiil insleiaii
of lit lie r l'es p Irovi(I hit such section. (,.Tune 2'2,
19:36, 9: 00 p). Ili., i'. 6190, § 101, -19 Stlt, 1677.)

l'vii ll', Ict'. prllr to the Rt,'iue Act of 193816 contlliedno I)rov,'lsoiis corresploniding to ili sve(thlio.

SUPLE'IMI:INT .- Cott0u0i'AnON 01 Nlur INCOME

§ 111. Determination of alounllt of gain or loss.
This sectilon wits, re'enlild without ('hliige liv ActI June

22. 1i93ti. ) i: i 1 ill , c 11i)0, § Ill, 1) Still 1(17lIn wl-ll, u h1 (c,) of till,, selction filet wolrd "title" ilhoul
read "cliltl'r."

§ 112. Recognition of gait or los;-(a) General
rile. I poul lii, sile or ex'c]lige of 11)0rolrty hieentire itlloilnl of tle galh or iloss , deeriine( und~er

seetlout 111, sluill ie i'tecoginizel, except its hereitfter
iroviddhll i tils suilot.

(h) Exchainges solely in kind
(1) Prolerty hield for p'roductive use or invest-

nient. No giiiii or loss shill lit 'eclgiizll hi' prolerly
elid forhi lIn')I)liCV h le trIll Or IIilit.tS or for
ivestlinitnl (iiol hIlt hdig sliick llI trdil or olher
Iriophl'ry ihl hiirllIly for sale, iot' sh)uiks, bouitnids,

notet's, (,llosis Ill acti1on, certitliltes of Itrust or lle-
fh'iatl interest, or other securititeis or eviieces of lin-
lebtedIniss or interest) Is exchinged sohly for irop-
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erty of it like kind to he held either for lrodutlive
use in trlrllle or Ilsliless or for Iti vest lient.

(2) Stock for stock of same corporation. No gnin
or loss shllll be recognlizeI If coIllliOll stockli it cor-
poraltin Is ('xchanged 'olely for conllolio stoek il the
soine corporation, or if preferred stock fi it corp(ira-
lion is exchnnged solely for preferred stock in the
sa1me co'porat ion.

(3) Stock for stock on reorganization. No gain or
loss shlnIl e recognized If stock or securliles in it (.or-
poratitn a p arty to it reorgalzain are, in iutrsulnce
of lie plan oif reorganii lziton, exeianlged solely for
stock or seculritles In suc''h corlorationt or lit another
corloration it party to tile reoi'ganiizit lon.

(4) Some-Gain of corporation. No gain or loss
shall I)e recognized If a corloralin i prty to it
reorginl zht ion exelnllges lIroerl', ili pllirSlluiiiee of
the lihll of I'eorgaizl'lAitoll, solely for sitock or sevillr-
ties in Inother corporalion a i rly to the ieorgimiza-
tlion.

(5) Transfer to corporation controlled by trans-
feror. No gain or Ios, slil he recognized itf property
Is trl sferied o 1t cpil'lratlol by oil

n
e or iiioire I)(r-

soils solely iI exel ige for stock (ir se(.r ils lit such
corpolrathl, nlln hinledilitely lfter the exchillnge sieh
plersonl or lel' ollS aire hit eOllrol of the cOlrlorllil;
hilt Inl I he eilse of anlel'~lg by two Or 11101rP 1)el4-1h11S

this lparnl'aiiih shall aply only if the aiilnlt of tie
stock and secritles r yevei I, eich Is sih-'t llit lly
iii l'Oitrion to his intee.st in the lrlpLrIty prior to
tlt. exchange.

(6) Property receivedl by corporation oin complete
liquidation of another. No gai or loss sill[ he re'cog-
Iulzed upo~n tile rev'elpt by it corpor'ation oif p~roperty

distrilted ii colnillite liliiiuhhn of another corpora-
ilon. Pot- tile lulrposesl oft his palralgralh ii dlist'lill-
lion slhall lie considered to be iii collilleL' liiliqlatiion
(nly If-

(A) the corlor'tion receivllg such lrol'erty was, oil
the date of the idollton oif the ilan of liquhilation,
Jill(l hIas c'lltinued to le ut Jill tinies Uilil tile retelpt of
the ln'periy, tle owniier of stock (in such olther orlo-
ratin) possessing lit iisl 0 per entiti of tite toat
'ollibiiet volig loWer of al chlisses of stok eititled
to vote Jill the oWler of lt lIeiist 80 1er '('litLull uof the
toht n lih r oif shares of Jill other ('isses of stock
(excel)l n lvoting stock whiclh is Iiniled nu 1re-
ferred ;t,; to dlvihds), nd was lit no lhne oi or after
Ihe (IL (t ' of, he ililoit ll of' lh I f11111 ol' ili i ton iil
until tihe receipt oif the prolperty the owner oif it greater
pereentnge of any elaP,'. of stockl; thil;l the lpel'(telnage

of such ('his owned Itl li t iinie If (lie reelpt tf tte
plroperty ; 1111dl

(B) no (listiI loll under the liqluidation was ninde

hof ul' tile first dy of tte first taxable yuir (if Ill(
co'ratilon beginnig after leceiiher :1I, 1935 ; lnid
either

(C) the (lis riiltion Is by such other corporaion ii
comlele ca'vlat(lhloll or t''telnlptionl of aIll its shtck,

illd lh' trilisferi (If it lie lt I'operty oC(llrS withli tiL
taxable year; Ill ,'-lle' ll e 1thv athllfiill hy the stock-

hohlhrs (if tie reslliln tlnthi which is aulhorlzed till,
(list - tlol lll of Jill ilhe lls'-eis of suc(h eo-orlli lll i

'lilli'th' 'allicellatioi or rdeluliion of Jill its stock,
shiiill be o'ill41hredI Jnill ohlit 11 (If II plll of ihli(lu-

oli, e\'elt though no lime fil' tlie eollil't ll otf the
transfer of lit' tiIirolil'y is spvhlted in such resol ll ion
01'

(D) sh (ll ilisltrihuit i one of i se'ti' ofisif lii-
tionl'. |y sm-11 ' h ( t r co¢rp~orationl ill eollletev lll'el

lioli or redlenlpllon of Jill its siltck fit alccordlalce with
it plan oif liqulidation undl~er whic'h tilt Irailsfer of till

ill(' Irolpel' iiiinihir I I ltiluition is ti 1u' h iilillilhthl
witllln three yeiiis froni tIlL' .lose of the tnxiiliie year
(hn'inig whi'h Is inide tle i'st (ithe ,,ries of distrib-il
tihlis liil r ill( Ilhll, (,x L('lit Ih li If su(h Irllst'lr Is
not colllleted witlhil such leriod, or itf the tixpayer

1(lo(l not clilahi slill n ll d i ll lrigrt Jll (A)
llitl Ilhv c l letion (if such iri [fr to (llitr' lolhll
Illider tile plan) shlll bv Conlsidered it distrihbutionl In
Compllete liquidati on.

If such itransfer (of Jll the proiI(,rty does not (IeL-r

witlhi tile xii le year the ('oluilliss(lier i11113' requiro
of the taxpayer s bodh Iil. or wiver of he stititti of
lillittatioIns oil luSSessilenlt ikli(l colletion, o)r ll~, a.4

lie 1m1ay tliCeli lleevssilry to luis1re, If tle trilisfer of ilie
proprly 14 not conlleled withn such tIhree-year
lclo(i1, or If tie txl1'yer does nit 'othue 1 (1luitled
under slll'paragrnlph (A) uintiI lhe comletion of such11
riiiisfer, Ihe lssvsslell iIll(I culletlionl of lill Il liont,

wir-prolitl, Ilid excess-l'ollts tixes then inposed I3'
law for such ilxtible year or subsequent Inxiitle years,
to the extent altlrllutltIble h) p~rolperty so rcv.elved. A

distributlo otherwilse conslltiitiig i (list lrIht loll It
eolliplOte l hliuitin withii Iho heiunhuig if I his pl'-
griph slill n1ot Ie e(shlired 11s not e(1llSitltlhg such
II (lst lillilt loll 11erely ibeills It does inllt collslitlote it
dti'Irlhulhul lr lliitlln witlin the inai(ig of tilie
corporale iw uncdr whi' the ilist 'ibullllhi is nilide;
Jll(1 for the ullrLoses of Ils 11 rigl' r111h iI trill1sfer of
properly of suich other corp)nflhnl to the tnxliyer

shiilII iot 1e considered i t'll Ilic (le ist i hig it (list il-i
tionl (or onep of i1 s eries of (llisrilhitihqis) Ili eotilpipe

e'll~li hll ll' r'rde~l hllh 1 Of ill the, st ick utosc tll lihr
Volollitioll, lllerely beclllse Ohe carrying out{ of Ilhe

pliin Ivolves (I) tle tI'lsfer illl'der the li11ii I(o the
taxpayer by suceh otlher c'orploration) of in'oltmry , inot
atltrilutuhle Io ,slitires owiwed ly the tllxiilyer, lIpoll lilt

exlinige ileseriled In 11arll grulii (4) oft his sill selhl,
m(id ( 11) the compllete ealeelltlolln or redvinjl hon umiher
thle pihln. 114iSt retl of exehlliges deoscribed Il hi )lrll-

graph (3) of this subsection, oIf the siiares not owned
by the tixplyer.

(c) Gain from exchanges not solely in kind
(1) If Jill excluiiiige would be within the privisius of

sulsectilon (Ib) (1), (2), (:3), or (5) of this stetion If
it were not for the fact tht tI(e prperity rece'ived hil
exehlange (llisists lit only of propert'I y iiriniittled by
stieh ])llrigrnph to I)e receivedI without I(e recognitionl
of gailn, bill a~lso of other prolpvrty or ionv~my, then the

gaiii, if any, to tle reclplent shll be recoglized, but
hi ill 1lnoul1t not in excess of the subi' of sul(h i iooo'y
Jnill( hfalh" nilrket illueof such (llh,:r prolperty.

(2) If it (listrilutiil made il lsrl. if it 1h1n of
reor-glilllizloll Is withhl tlhe p.noviols. of paIralgrap~h

(1) of tlhis subsechin bt lilts the ('feet of the dislil-
buitlon of it tix llle divhidnd, Ilhii there shill Ie tlixedI
as a diviLlnd to each (list rlbut1{ (' silei ( ( lit if the
galin recognized under Ilaragl'lp]h (1) as Is not Ili
excess of Isi ratabtle share oif lthe iiillstr lel'l rln-
hngs :llIll'elrlits of the (coloril loll ml(ellilllllletd lilhr

Februliry 28, 1)13. The relilider, if any, of the gailn
recdgn1(I Uilller liail g'iill (1) MI1ll be toaxeI 1s it
gall frolll the 'x('lilnge of Il'lry.

(d) Samne-Gain of corpoiration. If Jii exchinigo
wuill be witIn the lrovislis of sllset'lio1 (b) (4)
of tils scilon if it were not for ile fNc 1il1 tile
prolperty received lin exchNnge co~nsists not only of stock

or seIi'iles ilermittlled by suh surillii Ihi t Ie re-
eivedl wilhoulthe rIoginlo oif gill, but ailso of

othver proplerty or ln)oney, (hell-

(I ) If (he corl)(ireio receivdg suwh other properly
or I iuy istri lltl Il l ll lrslllt e of ilhe fshu of
rtolrgnizath) , to gn n t thell eorl'rtIlon shall he
recognized froill the exchilliige, bIll

(2) If lh' orltohitn reehivig suct the i'r plrolriy
or Ill lyos iuliti ut dsiirue slill ill iirsiiie If the
p1:1(itf reorganizatiotn, 1he gaihn, 11f aniy, to the( co[rlponil-

tl)l sholl bie reogilized, but In l. Iflll hl'llt 'lio| In excss
fet illt. Sill of st ellIi ley and (hi a' l i lrket, tt valeof oic'h other prop~erty so reeved, which Is not so

(list ribiu{ ct.
We Loss from exchanges not solely in kll(]. If

Jil exchlange woul he withiln the iprov'isions oif sublsvce-
tihnl (b) (1) to (5), hicl('llh', of tis seetilln 11f It
were niot for the fact Ilthe Ow property revelv(,d ill
vxechallge c.onlsiss~ not onlly orl p~roperty p~erinllhed 1by.
Such~ pll-ragrllph~ to be rec'elvedl withonut tile r(,eOgil)Ilol
(if glh oi' los,4. bi11llalso of other Inroperty orm" onev,
thlenl no ]o.,s fl'oil the exc'luinge shllll b~e rew-nized.

(f) Involuntary conversions. If l'prry (its it
result of Its destruction hit \hoh. or inl lui, theft or
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selIzur(, or fill exri'se of tile power of requisition or
4'onli natlion~l, (it, fill, thlreat or- Jlindnn clli ertvol) is
lllll olll l'ly (it" fll\ lullfarily ,'Onvelrhtll JI o prloliorty

silli ilr III''lrllle IIIll el1 J('( ' of lis to the proierly s o
('oIj(i fio, o" Into Illoll', which is forthwith III good

fililh, Ul.l'lr rt'guiltholis Ilre('crihed by the Conlis-

Ill'l' '.'th w it Iev appro i of tile Sel'retar', expdlned In1
ill li| ti"ill' Ill.llo' ih propertyl lli(hir or rellite II'
,1l1v r! Il' , l lhlhl e property so1 ill o11 i'OlJ lllll ti e
(qui.tilln joll (rI of it rlration owlling Setltl

W IlI' Iltr 1tri, Or I llhile .St'i 'IlllIlt of I riPJht(o-

(iid Muiad, tit gi( or As slsll he reIognized. If fifty
I) irt' the orllev Is not So exellnded, Il( gln, 1f ily,

II. ll h'. be , 112, re otnat. 1but Inf ) unt lot hi excess
( 'ilt' h (Ill tol,y ' l'tl tO' s t.o ex pl'lle'd.

(g) lD, inilion of reorgainization. its list,( i-n tills

t,ll'l'l l ti l i(t tll 1A-
(1) ile, li "reot MU ' tg 11111 za277" l112,S (A) fIt 7')iNtt-

I1'(linvi(ir oi son(aildijslt, of (1) oe TeqUisilelo by
2). Gif(10 l'0tJoll In ,x11geth solely fi all of till' Irt of

it, 'lllg l hl k : otile fair t 80 ier 'il Ct' 1' (( til e vo' t
Inlg stock'] alnd lit hqhl,, 80) per' Cv'lltull of' Ille total1

tlt11111 ' of t,.ill'es of fill other e'l'-ise of s toic of nlt-
vo,. ( (poralholl; or- of suibshallhi11y fill lhv, prop1-

elhis of 11, lnoher. c(rpor' thloll, or- W() 11 trans,'fer' by it

vo'(' 55 llo ofill (1 i 11 i part of il s)Itsl s l tile toln(ill r

c(1(olpo' alil lt' I lft ifl h ile g ifler t i Ir ttrnsfer IIt tile 
-

ftl o1' It 4I1ocll hoi lets ir tlh arile lit vtil'l if ile
corporatiilll~io to whichli le ias. ets fire Irritt etroe, or
(Dl) il rl'cailialilzilon, ofr (E) ful,(, hantge hit Mt -
lily, fllltl, olr piltve ofl ot'a i tl ~ll, hiowtvlel' ieffo'hd.

(2) Trihe herin "it lpirly tol it r'oirgiint loll" Itnclutdes
1i cl-It'l loll lt rol lllllg front i I rtgilllniot lll nd Inilh-
c'ludes. iIll co(rpora' ltis Illthe case t of it re(or~gllili-
lhii iresulinhg front tile lle(Ill Ius itloll by oite cor'polralthi
of .sloclk of1' prtoperties of ainolther.

(h) Definition oif control. .As iised hli this siection
tI r ltt "contiirol" flillts lte owtlel'.'hipl of stoc'k pO+-
"c"., Ilng atl (ivast 8O per evltlill of the iolitI co(iilll i
voinhg powerl'l of till c'litsl, of stock entilllel lt vote
anlit Ii" h8l lf0 per ('ltlilll (if the( Jolintliillillber (if
tllilli-ls of fill olllivr chil.".Sv i,; f 4hodo: of 1h1v coqlip llomi.

(i) Foreign corploraiohns. Iii defern'iihilng tile ex-
letl to whih gnlin Sh1111 lie recogntized Il hflhe ci O
ill' fill.% (of tile ex ~liltges (lllnlte after Junte 22, 1936)
dl,w.rilbed hit subsec(tlion (hll (3), (41), (5), or (0), ort
ifl,tl1)( In so ]inchel of suihseetloll (el >is refers t). I
t, iilsve(lioni (ht) (3l) or (,5), oir desclribted lit silil),ei' lt
(d1), il folreigtt corpt' l oll~l sliilII nti be cons i. l hrvI rits
it Iv(olip l'illoll uless , prl'iorto" l such extciillllge, It lilts
been i l bli hedl,( lto the s illl.sfilllonl of lilt. (Jonlliill-
sillltvr lhill suclh exchanttge' Is ntl ]it pitlrl-lttice of at
phlill ill7n il.s one oif Hls l-Iiphilli 111t'vi~e avi ld~h-
filtl(-(, of I l'vdi't'l incometit iltnxes. (Junte 22, 19301, 0 :00
1)
. tit., c.. Ii11!O, § 112, .1t.) Slint. 167S.)
Th'ish l-(,.loli. a i l- i nti etd by tlie lovvvili Act of 1936,

hlllii' di-l 4 the cort'l-l+illli" I'i'it4hi <~ol l f i l Iho t e llnlll, Aclt

of ll93l (Act ,\inY I0, 1931,l v 277I , § 112-, 4s 44lat 7i04). lt
III~lIP I i%' ,( i t l :1i), 1113, c, S1"1, § 110 11) Stlit. 1620.

It (ii 't i lllv ' Il to Ilixiileh years' beginning jilter Dee,. 31,
1935, liy. ivetll> 1, anite.

§ 113. Adjusted basis for determining gain! or

loss-(a) Biasis (unadjusted) of property. Thlebr.as
o~f p~ropeirty shalll lie tile cost off stiell proplerty ; except
thill-

(1) Inventory value, If tilep roper~qly ,Jliouhll Ilive

been Includled lhi the hll lInvento~ry, the Iils-is shiall lie
OIhs hiul liliiory N-iih1e thelreof.

(2) Gifts after Decenmber 31, 1920. If thie ptrop-
erly was. licilre(1 by gift rifter D)elillber :11, 1920, tlie
baisluiill hie illie .Ilitis It wo>>i be in tlie lilinds
of tih( do>>or or. fle insit preceding ownter biy whli t1
wiits niot ilCqlih'red hy gift, except llint for tlhe pur'pi.o
(of detlerminhihig loss. thie Itii.s slill hie tIl(- lNIiI so dei I-
Iermill>it or- the fir niiurlet vluhe (if tile plroperty ait
lli ilie of the, gift, whicev\er Is lower. If the filets
ill,,v '4 y tol ( elline I(ie l)iill Ill tile liiildS o)f tile
dhlli(r olr flhe 11i4t priecedinhg owtier fire unknolwni to tile
donille, thle Comissioner shalll, If pib~~uleh, obtaihn siuch
filetIs froin sulch donor or Just plrecedig owvner, ofr fifty
oitier plersli 'ogillin llihereolf, 11f tlie C ommiii~oner
flinds It Imsii)iu ble to obtaihn sutch factls, tie bais lit tlie

ilillds of sucl donlor or inst preceding owner shtall be
tile fair jitiirket vlute of such lrolerty 1is fouId 11y
lie Collissiolier i1s of the dilte or ppiroximato date
lit whichi, alccording to thie best Informtioni thait the
ComiionMter Is abl1e to oliihi, suchl plroperty wais
aiiqtred hbv suchl donlor or hlast preeding o(wner'.

(3) Transfer in trust after December 31, 1920.
If lt' lel'llerty WaiS iiquied ifter Decelberl 31, 10)20,
fly iti tritlisfer il trust (other than1 1 ly a trllnsfer i
Irust b1y it Ileqltest or de'ise) tile Ill>sis sllil ie tlhe
s1nie Its It would be hit tile hanlis of the grnIto r, ili-

('r'aseliItilt' 11tlhe ltil t (if gliti or (e(relsed Ili tile
niiliOu1lit of l1-s recognized to tie grati<rI lulon suhli
tranisfe~r unider t1he laiw alicalllble to thie yeilIn whiech

tile tllIsfer wis mallde.
(I) Gift or transfer in trust before January 1,

1921. If thie Iroqlivrly witsipuI'ltire.l by gift oit trains-

fer hi trllist oil or befo'e ])e'elilliler 31, 1120, tile bisis
ill he Ihe fi ill rket a'lhie of i,1u1 property it tilhe

tIlil' of SIlll acqlisition.
(5) Property transmitted at death. If tlie trop-

erty w lau ile d ll by bqiluest, de'vise, or- Illiritce,
or by the dlecedlent's es tate fi'oii the> ducee(vliit, thet

lasiIs shiill bieI tile fil a11t'rket value of such property
It the ltltle of Slucih lcqulsltiisi. Ili tile e1se (f prop-
erly teI'lllifrrOll i tirust to iay tie incoie for lif1e
Io of upon. tilt' orel'r lr direcloti of tile gra1inor, with

tlhe riglt reserved totli 11 grilitor at fill tilnesI ltrilr tl
Ills deathl to re\'olvo lie tr'ust, tlie IiSi of suchl p)ropl

-

erty lil the ihaned Is of t ill' pe l ettl d under ltie
Ivr'tins of the trust in-truinent to the prioperty aifter

tile graItlor's (it'llh shaill, after suli deitllt, he tile

(ftli lilIt tils I t ltlIrluent hil Ud be lit will exe-
('tl(it nt 'il ('hS y of tll'e g illil ', delill>. For tleli
tillpo If ll patrli graph Ifilli ll' s't'l i ii'Sng wih t
full a il iiequi le 1 tll'erilllill ilnder it gl'til ' lill I) i 'er
o1f uoi l(Itlt lit' tXel'els' b y will Sillell he il lledr ts
Ile ptropelrty flosinlg fronti lhe hnilivial exerilsing

siuch axfr by bellcgest 1 evil. If h tll t'roerty plo

t'tilts S yll beqiuest, ) 11 i e, tl illr lilince, i by ttie
d(ftileell it's e ' ti, fronilghe h o'i'h 'li nd ill f il lie de-
ofedh 'nt died 0 f er iigt' tl 2i 1 11137, 10 1ii in. till if
thile plroperly cosis1lt f ,t'iC. o-l'lrlties of i for

Igi rllraithio, wlic will iesplt ti itls tixlilhi
ye, ne~xt pr(eeding the, dillt of thfil ''~h iieuthilh
%v-its it fo(reigni p~ersonaill holding eOllililliy, theni tile

1 i.1111 el ile e fall. 'tll Il i i a lli e i f lic p1 rop1erty
lit li I'e'lttle (i f uchi t i ll i ill l' o( f lit' hi ls l hi l tit'
Illino(If tie decd'nt'l , w' ihltever Is vl t'r. (.AsI
WilAit'h 1'\11 6 ilI, 1 t7l 0 l. lfit., . 81, Title lI, § 20t ,

511 Slti. 82.5.)

(6) Tax-free exchanges generally. If e plrop -
erly a' c q lIf t d, liftt'' r ' llll' U ry 2, , 1913, up fllii >ill
excliiiigi, doevilbtd i seohn 112 (h) lto (i,), linelu-
sive,'t, he haItt.s (exceptl it,; provided hit piirgriilih (15)
of tills suhsee lholl) shaill Ibo tile silliie. 1 i ll the (i,
(of flhe propetrly exehu11tged, dec'reatsed Inhile 11iniount
of anly Inliviiy rleeived by the taixpiiyer aind~ inesedot

iltli ill tilt lllft ' gai or l'llif l ell ll Il lleI lli lIt til
ls1 fl, t iollthe ii'yel' tilt wis reeolnlell l ifOli suhli

exchllige lli(helr lfile hiw alicablulle to ilhe yeair ill
which l the exviige wasl~ Jillido. If tile prtoplerty so
acireid conisIted i ll prt oif tlio( type (if propierty
p)ermittedi 11y .seelhon 112 (b) to he r'eceived] without
thel rev*ogitin iof giihil' h Jss, >1ll I piiit if < other'
plroperty, Ill(, hIl.is plrovided In tlhls pa irigi;Iilli shilill
bie lilloll/edi belq\\'ten lhe piioplertio. (oliher thiln
i11llleyv) l'teeived, 1111 for" file purposli;.e (of the1 fil i'l-
tIoni there't , llill Ili, wilgiield to suc.h othter priopqerty fill
ilii)l iln eqtliViilln to Its fall.' liinnrkw Vailue lit tlile
daite (if Ilie (x'lilge. Tills Ipliralgi'ill slill ilot ili ly
to plroperly acquihred by ;i cooroi1ill~ Joy lh,( lsliipip(
0f 1Its sthck of, . cl'lrl les ; t he ll o lidhel'nllot I
whlie or I palrt forl thie li-1lll"foi of[ tl( ile'operty ili.

(7) Transfers to corporation. If tle propierty wits
ilequlirel aifter ])(,we ihter :31, 1917, by it Icori'l ti ll
In connection withi a reoi'gliilhiilllihi the bais
silill het Illie slliv ais It wou(ldhl ie lIni le hiillids o1' thel
trlilisfeotr, ilel'enlsvl ]il lthe i11ltti( ~ t of glif[ o11' ile-
creased lhi thie uilliit of lo,.s ri.cllgillzti lifehl 11riili.-
foror uplon suchl lutifer unideri'lhe law\\ uiilibleh to
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the year in which the transfer was nade. This para-
graph shall not alply if the property acquired con-
sists of stock or securities in a corporation it party
to'the reorganization, unless acquired by the Issuance
of stock or securities of the transferee as the con-
sideration in whole or In part for the transfer.

(8) Property acquired by issuance of stock or as
paid-in surplus. If the lroperty wis acquired after
December 31, 1920, by a corporation-

(A) by the Issuance of its stock or securities it
connection withI a transaction described in section
112 (b) (5) (Including, also, cases where part of the
consideration for the transfer of such property to the
corporation was property or money, in addition to
su1ch stock or securities), or

(B) its paid-in surplus or as a contribution to
capital,

tlen the basis shall he the same as It woul be in
the hands of the transferor, increased in the amount
of gain or decreased iln the ilamount of loss recognized
to the tranisferor upon such transfer under the law
aplilicable to tie year in which the transfer was made.

(9) Involuntary conversion. If the property wits
acquired, after February 28, 1913, its the resuilt of a
compulsory or involuntary conversion described in
section 112 (f), the basis slall be tie saine as in tile
case of the 1property so converted, decreased Ili the
amount of any money received by the taxpayer which
wits not expended in accordance with tile provisions
of law (applicable to the year i which such conver-
sin was nmtde) determining tIe taxable status of the
gain or loss upon such collversioll, an1d illereased in
the almount of gain or decreased in the alount of
loss to tile taxpayer recoglizel ulpon such colversion
under tie law applicable to the year in which such
conversion wits made.

(10) Wash sales of stock. If the property consists
of stock or securities the acquisition of which (or tile
contract or option to acqulire which) resulted ill the
llondeductidility (under section 118 of this chapter or
corresponding provisions of prior inconme tax laws,
relating to wash sales) of the loss from the sale or
other disposition of substantially Identical stock or
securities, then the basis shll be the basis of the
stock or securities so sold or disposed of, Increased or
lecreased, as tie case ay be, by tIe difference, if any,
between the price at which the property wits acquired
and the price lit which suich substantially Identical
stock or securities were sol or otherwise disposed of.

(11) Property acquired during affiliation. Ili the
case of property acquired by a corporation, during it
perhld of a11illil~tiOll, from i corporation with which It
wits ailliated, tile basis of such property, after such
period of afllllath1, sh1all be determined, ill accord-
ance with regulations preserlibel by the Conalissioner
with the approval of the Secretary, without regard to
hIlter-comlpny transactions ill respect of which gain
or loss wis not recognized. For the purposes of tilts
paragraph, the terli "perlod of afillation" meaas tile
period during wich such corporations were affiliated
(determined i accordance with the law appllcable
thereto) but (loes nlot include 1111y taxaible year begill-
nilng oIl or after January 1, 1922, unless i consolidated
returnl wits Imade, aior any itaxable year after the tax-

able year 192R. The basis i case of property ac-qtilred by it corporation duirig any period, lit tile tax-
able year 1929 or any sllbsequent taxable year, ill
respect of wi'ih it consolildhted return is made by such
orplrtiou under sOetilo 1-11 of tillis chlter or tile

Revevne Act of 1928, May 21), 1928, e. 852, § 141, -15
Stilt. 831, or ile itIvienue Act of 1932, June (1, 19112,
e. 20), § 1-11, 47 Stiat. 213, or the elvenue Act of 193-1,
May 10, 193-1, e. 277, § 1411, .IS Stlt. 720, shall be deter-
milled Ill lccldll'e with rgilllt toll'; 'vscrilbed mider
section 141 (b) of this chapter or the Revellue Act of
1)28, May 29, 1928, e. 852, § I11, 15 Stit. 831, or th'

vl'1enue Act of 1932, .ulle (1, 1932, e. 209, § 1-il, .17
Stlit. 213, or tie ltevenue Act of 193, May 10, 1031,
C. 277, § 1-l1, -18 Stit. 720. 'I'Il(' hatIs ill the case of
l1roperty livd by it corporation during any period, -i

2:1101 ' - :17 - - 2 1

the taxable year 1921) or 1ny subsequent taxable year,
ill respect of which i consolidlated return Is inade by
such corploratio under section 1-11 of this chapter or
tile Revenue Act of 1928, May 29, 1t)28, c. 852, § 141, .15
Stilt. 831, or tile ltevellue Act of 1032, June 6, 1932,
c. 209, § 141, 47 Stit. 213, or til Revenue Act of 103-1,
May 10, 1931, e. 277, § 1,11, .18 Stltt. 720, shall lie al-
justed ll reslect of any Items reltilg it) such period,
i accordance with regulations preserlbed aider see-
loll 141 (b) of tils clpter or eill' Reveel Act of

1928, Mnly 29, 1928, c. 852, § 111, .15 Stit. 831, or tile
Ievenue Act of 1932, ,ilme (, 1932, c. 201)9, § t1il, .17
Stilt. 213, or til, Itevenue Act of 1931, Mlay 10, 1031,
c. 277, § 1 It, .18 Stit. 720, applhable to suh( period.

(12) Basis established hy Revenue Act of 1932. If
tile poperty wits acqur'ed, after February 28, 1913,lIn any taxable year bleginning piohr to January 1,

1934, an11d tile asts theref, for ile0 11u1rposes of the
Revenue Act (f 1932, June 6, 1932, c. 20), 47 Stlit. 173,
wits preserilled by sectlion 113 (it) (6), (7), or (9) of
such Act, then for tie purposes (If this chapier the
basis shall i tile sameo as the basis therein prescribed
ll the Revenue Act of 1)32.

(13) Partnerships. If the property wits acquired,after February 28, 1913, Iby it partnaership will th i sh,

Is not otherwise deterlied ider any of till' pllra-graphis (1) to (12), Inclusive, of tils subsection, then

tile basis shall be tile slIlle its it woul be Ill till' hands
of tile I 'llfll'or, Increased i tile 1lollUllt ( f giill or
decreased ill tile aninlt of loss recogllized 1 the
IrlllsferIlor u11 such trIsfer ulldi till' 11w a1pl l-(-able to tihe year Ili which tile transfer was mlade.

If the properly wis ditributed li kind by it partner-still) to anly ltartt.,er, the basis of such property Ili
tihe hands of tie partner shall be suich pill-( of tillt

basis iii his allnd1 of his partnership interest 1as Is
properly allocable to such property.

(14 Property acquired before March 1, 1913. In
tle case of property acquired before March 1, 1913,
If the basis otlerwise determined under this subsee-
lion, adjusted (for tie period prir to Mlarch 1, 1913)
as provied ill subsection (b), is less than tie fair
mllrket vahlu of the prolperty is of March 1, 191:1, the1
tie basis for determining gain shall lie such fair
market value. In determining 11he fair niaricet value
of stock i it corporation as of March 1, 1913, 11i1e
regard shall be given to the fair mnarket vale of the
assets of tie corporation as of that (late.

(15) Property received by a corporation on com-
plete liquidation of another. If the property wits
received by i corporati1n 1po iI (list liiblt(ou il (om-
plete lquidation of another eorllorathi within themeaning of section 112 (h) (0), then tile balsis shall

be the same a It would be il tile hands of tie trans-
feror.

(16) Basis established by Revenue Act of 1934.
If the properlty wit aiIcqiied, after February 28, 1913,
i any taxable year begilning prior to January 1,
1936, and tle basis thereof, for tile purposes of the
Revenue Act of 1934, May 10, 1934, c. 277, .18 Stat.
(i0, was prescribed by section 113 (it) (0), (7), or
(8) of sich Act, then for the llrlses of tils clpter
tlhe basis shall be the same a1s tile 1asis iherein pre-
scribed lii the Revenue Alt of 1934.

(h) Adjusted Basis. Tile adjisteli b115s for deter-
mingl the glin or loss fron tile sale or olhier dis-
position of property, whenever acquired, shall e the
basis deternhlied under subsecttoll (it), aIdjlsted ashereinafter provided1.

(1) General rule. Proper itdIjislinent In respect of
the property shall in all ('asel I made-

(A) for expendlitures, receipts, losses, or other Itlems,proplerly chargeab~le to capital account, hIhcldng
taxes and other carrying chamrges oil unhimproved i d

unproductive real property, but Ilo such adjustment
sha1ll be made for taxes or other carrl'yilg charges for
whi'h deducions have been taken by tile taxlyer In
determining iet Income for the taxablle year or prior
taxabh, years ;

(11) Iiu respect of any period since February 28, 1913,
for exhaustion, wear anld teair, obsolescence, aluortl-
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.01 llon, and depiction, o the extent allowed (but not
less than the atimioint allowable) under this chapt er or
olier Ihlloine ax Ia ws. Where for tiny taxable year

prior to Ilie taxiitle year 1032 tie depletiot allowance
WaS blasel oil (ilscov'ry Value or it percentalge of In-
(ollie, then fit(, adj astnment for (lepletion for such year
shlill be basIel oil t iI' depletion which would have been
aillowi!lpte for such year If coinplint ed without reference
to dis('very value or i lerceltage of Iaicie.

(i) it respect of any period prior to March 1, 1913,
for e halist Ion, wear and tear, obsolescence, aniortivA,-
lion, ind ple iothn, ti le extent sustained;

(I)) il ill( ense of stock (to the extent not providdct
for in the foregoihg lUliiragralihs) for tit, amount of
(list rbutions prevhusly inade which, under the( law
aplicale to liii, year lin wlich the dstrilbution wia
ninde, (ller we're ta x-free or were applicable it redtc-
lhon it' hiss i n (ot ineldling dlstrimtdons intde by it
('lrliiii'tlio, whhih was classtfie ds a i personal service

iorporlatilll llder tile proiiv sli of the Rtevenue Act
of 1918 or 11121, out of its earnigs or proflts which
were taxab lilt Iiccordalce wilh the provlsions of the
Ithvine Act, of 1918, Feb. 21, 1919, c. 18, § 218, 10 Stitt.
1070, o"t Ihe It'viniu Act of 1921, Nov. 23, 1921, e. 130,
§ 21 , .12 Stat. 215) ; lilt(]

(141)l to te extent, lr(%vhh'd hit section 329c (f) lil tile

('151' of tive sto.k of Uiiteii Stalt's 8hIIl(lol (rs In it
forelgn pl'isiinl boling eoinpllny. (As dded Aug.
2G, lWI7, 10 at. Ii., c. 815, § 203, 50 Stilt. 825.)

(2) Substituted basis. Tlit terii "sblstituled Iiasls"
its iIs(i(] Ili this sisIetion iniaiis a biasis dterilned
under any provisio of suisection (it) of this s-ectlon
or under tiny corresponldilg provisin of a prior li-
(0I1ne tax law, lrovilhg that tle basis sliall be dleter-
Inillicl-

(A) by reference to tit, basis li the hands of a
tra nsfteror, lInorii, i g rantor, or

(11) by reference to oiier prolerty held l allnny thle
bly the person for whoma tie bnsls Is to be deterlined.

Wlenovir It appears tint Iha' basis of property lit tile
hanls of Ilil, tixlayer Is it subsliulted basis, tlen Ihe
idjustnts prohled lii juaragraili (1) of this sub-

seelo, Ih II sh ll. emade aifher first sitaling ltn resp~ect of

such suistltuted basis pirolnir adjistilients of it sihinlhir
unf(re in reslpect (if tihie 1erilo(l du'ing which tile prop-
erty was held lby lii transferor, (onor, or grantor, or
during v/hhih tle otlhcr prope~rty was held by the personl

for wheil (he basis Is to Ile detirniIned. A sinilar role
shall be app11 liedl I lie case of it series (if substititld
iasis. (.fulie 22, 193(6, 9 :(00 . ili., c. 69)0, § 113, 419 Stat.

1682, ii s inendel ' ug. 26, 1937, 10 it. in., c. 815, Title
11, §§ 20:1, 20-1, 50 Stilt. 825.)

This section, tif enacted by Ilhe ]htviniip Act of 1930, Rpter-
ve(dvts filt( corre~spondting iprovlht o~f lt-l Ite,vll Act of JIM I

(Act Mayi 10. J93., c. 277, § 11:1, 48 Stat 700). It 1itlt)li
1111y if I ixlblh yetrs beglilig ifte'r he. :1, 19:15, ty Hi'(tlimi
1, ati|('.

A c A giia I- 26, 1137, c 815, § 20:, .5) Stlit. 825, ladlt
1tiliigi'tl (1 ] 1) to siitii(ltlOl (b) (1), all hilllon 201 ofsold act addi'fd Itt~st hclutence, to plal'agra[th (5) of Htubhe(2tion

(it).

§ 114. Basis for depreciation and depletion-(a)
Basis for depreciation. Tile basis upon which ex.
lillistilon, welr anl te'r, and obsoiiescenice Ire to b .
allowedI In respect of Ilnly prop~erty shaill be tile adl-

juls(I baiIs plvlcl lit section 113 (b) for tile lir-
poise of ileterlinhniog tiie gain upon the sale or other
dilspotsition of f;u(.h p~roperty.

(b) Basis for depletion
(1) General rule. Tile basis upon which depletlon

Is to Ill' allowed In resl('ct of any prolierty shall be
ile iilIJusthd lii sls provhd lit sectto 113 (b) for the
purllise of deterlnlnng he gain Uloll the sale or
other (d spositIon if such property, except its proviled
in paragraphs (2), (3), and (4) of hils subsectlio.

(2) Discovery value in case of mines. Ii tIll' case
(tf nllnes (otliI'' t111 maetial, coal, ohr sulpjhur nlles)
(liscov'reI iy ii,' taxpayer after Feruln ry 28, 1913,
thi I isas for dieplt 1(I siall ie the fall mn rket value
of the property nt the dlte of llscovry or withhl
tlhlrty days thereafter, If such illies were not ac-
quired as the r.sult of purchase of a proven tract or

lease, and If the fair market value of the property
Is nlaterilly dlsproportilonalte to the cost. The deple-
tion illowanice under section 23 (ti) based oil (Is-
cove'ry vIhe )rovided In lhls praltgrapht shall not ex-
cecd 50 per ecelutll of the net incone of the taxpayer
(colilluted wlihout allowance for depletion) from the
property unll which the discovery wits made, except
thalit In no case shil the depletion allownnce under
section 23 (Ini) be less than It would he If conmputed
without r(ference to discovery value. Discoveries
shall Inclde nminerals Il coamnerchil quantltis con-
tal d withi it v ei or delositt discovered i i l exist-
ing iine or ninhig tract by the taxpayer after Febru-
ary 28, 191; , , If the vein or deposit thus discovered
wits not ierey the unilnterrulptd extension of a coin-

nuling commncrcial vein or ileposit already known to
exist, 11nd1 If Ill'e discovered llinerals are of suilic'tnt
vale tnill quantily that they could be sellrately
ilned and marketed lit a plrofit.

(3) Percentage depletion for oil and gas wells.
In the case of oIl and gis wells the alhlwance for de-
PletIon lnder s(''tion 23 (Ili) shall Ie 271/ _- per centuim
of li gross Incoll' from the prollperty durliig till'
tlaxllb]e yenlr, excllllillg frot such gross Incolone lil

illnllnt elulll to tiny relits or rl'oylItls pId or In-
citrret Ily lie taxpllyer In respect of le property.
Such illowance siill not exceed 50 per cenunli of tlhe
nel incole or the taxpayer (conmpuel wIthout allow-
atncc flor lepletion) front lhe l'operlty, (x('ept thit In
1o clIse shall the (lehtion all owance inler secttol
23 (i) lie less than It woulld ibe If colputed witlhout
r(eference to this paragraph.

(,4) Percentage depletion for coal and metal mines
nll sulphur, Tie allowane for tlephlilon i'der see-
tiOI -)'2 (Ini) ,hall be, it tlhe cse of cl al ines, G per
c(,lltlli, lin tlt(ense eof netal inliles, fifteen per Cenlil,

and, iii til' case oif subl1ph1r mnes or deposlts, 2:1 per
centatiln, oif the gross Illconli frlnt tit' )roperty durilg
tihie tillile year, excldilng front such gross lIncoilne ll
lllOlill etulll Io any rents or royalties pad or 11(1 lrre(1

by fihe tlxpayer Ill reslect of the priperty. Such al-
lowance shall not exceed 50 per centurn of the net
income of tIl( laxplyer (coniputed without alhwance
for depletion) frlnt lhe prolerty. A tlxayer nlaking
his fihst ret urn iller this title Ill respect of a property
sliall state whther lie elects to have the depletion
allowance for such piroperly for the taxable year for
Whilch the retun Is nlilie conIpul) ii with or withlout
regii'rd to l t('entage (letl onll, 1i1 the deplellon allow-
ance Ii respect of such property for s1ch y('ar slill Ile
colnipule(| accordinlg {o) the election thus Ilia(It. If tlhe

taxpayer fails to 111ike such stt eianit ill the return,
the delel on lilihwal1e for sch property for soch year
sha lie colput ed without reference to percentage de-

ploion. The ntho, delahlled tls aliove, of ('oiput-
lng tile dlpletion allowalice shlll Ibe applied hi ihie ('use
(it tle property for till taxale years Ii wi hhh It is It
lie ha nIs oif suchl taxpayr(', or oi any olther pcrsol If

t I basis ui the prol eryl (for (leleilnlinlg gain) lit his
hlinds Is, under section 113, del-rllied by refierence to
the basis i t lie l hals of such lltxiiyer, eitiher drectly
or through one or more subslt 1ed lases, 1is defined i
that section. 'T'lle above right of el'ctiin shall Iil suill-
Ject to the qu llIicit Ion Mat this lIragruluh slull, for
the lpn'pose of dhetermnn~g whether lhe lniethiod of coal-

Iut lug I he deiiletion allowanice follows the prolerty, le
considered tl contilnuahti of sectlol 114 (h) (4) of ile
Revenue Act (if 1934, May 10, 1934, c. 277, 48 Stilt. 710,
aill(] its giving no new election iii cases where su1ch sec-

tioln woull, If alplilled, give no new electilon. (June
22, 1936, 9: 00 p. Ili., c. 690, § 11-1, .49 Stal. 1680.)

This sectloni, is enacted iiy the Itveniuiii Art of 1913(, stuper-
hihis lii cirriuoniling wiOvstlons of thii Ihi'vuntii %c of 1:1.1
(Act Miiy 10, 10:1, c. 277, § 11.1. 18 StSt. 710). It applh
olly to taxable years begilmliig after Dec. 31, 1035, by setctioln
1, ante.

§ 115. Distributions by corporations-(a) Defini-
tion of dividend. The term ''divhlenii" when used In
thIs chapter (except In s'ctin 203 (it) (3) and sec-
tion 207 (c) (1), relating to Ilnsrance colpalillies)
nieans tiny dlt iIhutIon nlilde by it corp(irailon to its
slhreholders, whether it loney or Iii other property,
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(1) out of Its earnings or profits accumulated after
February 28, 1913, or (2) out of the earnings or
profits of the taxable year (comiputed is of the close
of the taxable year without diminution by reason of
any distributions 1)tde during the taxable year),
witlhout regard to the aiount of tihle earnings find
profits at tle timie the distribution was nade.

(b) Source of distributions. For the lurposes of
the lteveiuc Act of 1936 every (list rliut lon Is made
out of earllgs or profits to the extent thereof, and
from the most recently accumuulltted earnings or
protlts. Any earnings or prollis aecumulited, or In-
crease In value of 1)roperty accrued, before March 1,
1913, may be dlistritled exemlpt from i ax, after tie
earnngs aind proilis acumeui ltill aifter Fellru ry 28,
1913, have bteen (list rlbited, but tiny such tax-free dis.
irilution s all Ihe al)l)led agilust, and reiluce tile
adjusted basis of the stock lrovihlcd in section 113.

(c) Distributions in liquidation. Amounits dlstritb-
utel ii Colmplete Illliitin of a corloration shall be
treit Id us il full paynment it exelingo for tle stock,
anad amounts dlistrlbuted in partial liquidtilon of acorp~oration shall Ile treaied its In \)art or hill playmlent
In exchange for lie stock. The giin or loss to tile
dt1stibiltuee resulting from such exchange shall hie
determined i( der section 111, but shall lie reeognize([
only to tiihe exient provhidl llt section 112. )esplte
tihe lprovisions of section 101 (i), 100 lier centu1 of
fil' gaill so recoignized slii I le talcell it le)count I
cotullilt lig net Iicollle, except In the case of alOulnts
distributedi In eOlhqee lhluhhat loll of it corploralhol.
For li ilrose of the hpreceding senteince, "cmlihto
liquidiiat1ion" Ichludes fifiy one (if it series of a-4,rillt-
It(Ins mad~e lby it corploraliloll Inl 'ompllete canl~lelation

or redeliption o(f fill of Its st(ok it accordance Itli it
bona tie 1)1 in of liuidltion and under wel'h tie
transfer of the I'o( l ery under fl lie I ihluidalio,' - to be
complleed wilhhi a tile speclfliel In the plan, :,(t ex-
('c((lig two years froi li' elise of tile t IX iilde year
dii'l ng which Is ninde tLhe hist of I lie series of disl rlibi-do~ns u~nder tit( lan litlh tile eaise of anioluns dis-

rihliIed (whether l efore January 1, 1931, or on or
ifter sicl (li ') In partial liquldation (other than a
dlst lriuton wi ilhiii the provisions of sulseetlon (i)
oif I his sectl oi of stock or securit ies il colnect lol wit Iit reorgalnizalhon) the part o~f suchI dilstrib~ution whilch
is properly clirgeablle to caiital account sliall not be
(oIisdl(h'ii it dislriliioll ii ot'e1rlig.4 or protlis. Iffify (listrIliiutloll In (olieh, Ih(Iluidhlh))l (1 1 'iltding

ilty ole of a is'ies of (list ributllo)s iinde by tie cor-
lporith)oit ht compllete ctnt'celhtlhon or redemtion of1
11ll its stock) Is ninde I1y it foreign corpo(ral loll which
with1 reslpect' to any faxaleh year b~eginning o)n or

lefore, and endig after, August 2G;, 1987, 10 a. v.,wits 11 ft~rl.,gll lpersonal holding collpany , and)( wilhi
resiect to Wilet it Uniltd Stits groui) (us htlidfed
ill sectliin 3211 (ii) (21 ) exisl'I afte'r Amigusl 21;, 1137,10 It. In., and~l before Jilunmlry 1, 193S, then), despitle

IIl( foregoiag irovlsions of tihls silbset laoll, 10)) pe'r
((t illIll of tle galin rccognizedl re:Iiltlug frol slclh
(list rlliutlon slilt ibe tilkel Into liccount ii cotll)li1t[lg
lnel Incomlle-

(1) Uiilss such liqilatlon is 1 'ailet ed before
Januatiry 1, 19:18; or

(2) Unless (If It Is estlablished to the satisfact iol
of till' ('ll llmissio er iy evide ce xullilnltted before .Jt)It-
na~ry 1, 19)38, thatt (Ie to) tilt, laws of fle( foreignt

('ouiitry In which Shl ('corporatiol Is hlciorlo'ctl'd,
or fo r other reason, It Is or will le Iliosslbh e tocomplete the (Ili~ttill olf sl(.h compal~ny, I e'ol'e s "tt'h
date) the ItulhltlI loll Is colplcted on o'- before such
(llte Is the Comlilllssilor flliy fiind reasonlille, but
not hit er thall .1hi1e :1O, 1938. (As alniilenl Aug. 26,
1937, 10 a. in., c. 815, Title II, § 205, 50 Stiit. 825.)

(d) Other distributions from capital. If any ills-
tributhon (not! lit partial or comlehte liquidation)
nlil(le' ly it corp oralnl to Its slinrelioldirs Is lnot olt
if Increase in value of irolerty acer ed before March
1, 1913, and is not a dividen, then the ii amn t of such
distribution shall be applied agaillt 1nd reduce the

nlJusted basis of the stock provided In sectiou 113,
anll If I) excess of such basis, such excess shall bo
taxable lit (he saiie inanner as a gall from the sale or
exclhage of property.

(e) Distributions by personal service corporations.
Any dilstllilltiot mlde 1)' a cor'orati)n, which was
classlled its it personal service corloratilon Ilnder the
Irovisions of tihe levenulle Alt of 1118 or the lteveint
Act of 1921, out of Its earnings or liroitts which were
taxable In accordance wlh the provisions of sectlon
218 of the Revenue Act of 1918, Feb. 24, 1911), v. 18,
40 Slit. 1070, or' sietlon '218 of the Revenue Act of
1921, Nov. .1, 1921, c. 130, 42 Stat. 245, shall be exempt
from tax to tit idll bu tees.

(f) Stock dividends.
(1) General rule. A illstrilbutio nmhe by a corpo-

ration to Its shareholders In its stock or lit rights to
acquiho Its stock shill not be ireahId its ia dlivill to
tle extent that It does not constit ute lincole to tile
slhrelholer within tie nmcaning of the Sixteenth
.Anmendment to tie Constitutioi.

(2) Election of slidrelhlders as to mediin of pay-
ment. Wlenever it (lls ritlluito by it corporahtio Is,
at the electio of finy of tihie sharehohlers (whether
exercised before or after tie deiInralion thereof),
IYlvitle cltler (A) in its stock or lin rights to aequire
Its stock, of it class which i' ilist ributed Without elec-
tion would lie exellit frol t ax un der laragralph (1),
or (B) il money or any ot her pliiperty (inltlling Its
stock O)r In rights to cuillre Its stock, Of it Class Which
if distrillutel withoul election wioul1 nli le 'xe)ilit
froi tax Inilder plragrahl (1)), thun (lie distrilbutlon
shiall constitute it taxable divll i I tiii handis of ill
shareholers, regardlss of the editulm ll Ii h'Ih plid.

(g) Redemltion of stock. If it corlorattion ciincels
or redeems Its stock (w lherlier or- not such stoik was
Issued its a stock villv li) at such tline find It such
inillier ias to m)lke the (litriii) a tion 1 ('inlli'elltionor redlemptiont hi who)le or lin pa)rt essentlly eqluiva-
lent to the (llstrilitloll of it tlxalble dividlendl, the
amiount so dlistrib~uted lin redlemption or cancellation

of the stock, to the extent that It replresenls it (lls-
Il'iliuth(ll of eiiinings or lirofiIs accumlited after Felt-
rualy '28, 1913, sliill ibe treitted its it taxabli liv idenl.

(0 Effect on earnings and lrolits of distriliutions
of stock. The ilstriIbuln (whethler heforc January
1, 19:111, or ol or after such date) to it (lst rllbutee Iby
or ohl ibehal f if a croration otf Its stock oi securities
or stock or scurilties In another cororltration shall not
ble consilred ii dlstrilbution of earnings or profits of
fifty corpora~tion-

(1) If no gain to such distributee froil the receipt
of such st ock oi sein ci lit's wa'ts r'oignizeul liy law, or

(2) If the illst riit lo)ll wiIs not sulje't to lax Ill tho
haniids of such illstl1'utee because It diii not ('lnstIute
Inconie to i W111111 flltlul te inlienling of tlh( SIxteenthAmnd~ment 4to thev Constlituti[on or becaulse e~xeillt to
1ll', under section 115 f) (if the Revel'le Act of 1)34,
May 10, 1934, c. 277, .49 Stat. 711, or it correspondi g
lirovision of a li)rhr Revenue Act.

As usel inI this sulse'tilon the erin "stock or secu.
ritles" Incluhes rights to iacquire stock or securities.

i) Definition of partial liquidltion. As usel in
tiIs secti till' terai "lnounts (llstrIliuted In Ipartial
Iltuhlat Ion'" iiiais i (lst riution )y i corpuoratim In
clmlplete cancelIathln or redeunption of a part of its
stock, or one oif it s'ries of dlistributihons It ('onl111ete
cancellatin or redemptlon of fill or it portion of Its
stock.

() Valuation of dividend. If the whole or fifty
part uif a llvidend IN I11tll to a shareholder il arly
nledli other thin aoney ttl( lroper('ly rec'lved other
llln illlley slill he Inclu(ed In gross Ilcliit' lit its

fair narket value lit tei thne as of wIl(h I1 Ieeoles
incoe ito tlie, sharei'holder. (uTne 2"2, 1193, 9:O0 1). In.,
c. (190, § 115, .I9 Stilt. 1187, as alelnded Aug. 26, 111:17,
10 ii. Ill., C. 815, 'i'tie II, § 205, 50 Slt. 82il )

'This section, as i'iicteaI by file fivnue Act of 19(36, Hmuper-
lsilili it1o ('eol'f-(uOlliig lrl'tVInoll' or itio' iltijv ll( Ai't or
1931 (Act Muy li, 1l-14, e. 277, 115. .18 tltt. 711).

Act Aiigut 2)o, 1137. v. 815, § 205, 50 Stit. 825, added
last nte'ice to Hulsectlo n (c).
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§ 116. Exclusions from gross income. Ili addition
to tie items splei I I sectihon 2'2 (b), the following
ilos shall not be Inlded in gross income and shall
lie exemtli from taixaioln tinder this chapter:

(a) Earned income from sources without United
States. II the a(' s, of fin In(dividual citizen of tile
Uilhed States, a bona ide nonreshent of the United
Stats for Iiore than six nl(itlis dririig the taxable
year, niniotits received fromi sotures without ti e

lsited States ( except antiotints paid by the United
St llt-.4 or aifty atget'y thereof) if stici aianlts would
o sllstItl l earned tli'oiie its dt,lled III sectin 25 (a)

If received froin soir'ces within tite United States; but
sat'lt Ind1(ividl shill not lie iliiwel ita Its it deductlon
fltin his gro", ilnce atly dedictiottins properly aioca-
fil to or elhirgvatlle agaiist litiotits excluded from
gross lIiiiomie utnier t11' sulheetton.

(h) Teachers in Alaska and Hawaii. In the case
of an indhiidual emiployed by Alaska or Ilawall or
anoy iolitical stil)ittvision t hereof its it teacher ili any
ioduat loal Iustitulthm, the coiipensatloa received its
sl'ch. 'i'l subsectin shall not cxemplIt ctmpensatlol
paihd dhirectly or indirectly by the Governnent of the
United States.

(c) Income of foreign governments. The income
of foreign gomertiitlent received froma Investinents ini
IO lietll ed Stat,; ili stocks, hetads, or other donestic
Hilrit les, ownied iiy slucl foreigt governleits, or
frot intercst oil lelosits Inli inks in the United States
of iltlnieys belotllgii g to slil'l fol'cign governinents, or
fi'lll ty otiher Soilrlce' withtl the Unilted States.

(d) Income of states, municillities, etc. Iionie
derived frot any iublic utilily or ilie exercise of fifty
essentil govertlnentil funtttin find accruing to tiny
Slate, Territory, or the 1)istrict of Cohlmbli, or any
politici sudivision otf a State or Territory, or incotlie
acertiing to tile governmnttt of finy poso'zesslon of tile
United States, or fifty political subdivision thereof.

Whenever ay State, Territory, or tle District of
Colubi a, or fifty political subdivision (If it State or
Territory, prior to September 8, 1916, entered Ili good
falth Into it contract with niy person, the object and
iurpose of which is to acquire, construct, operate, or
nu111ntain it public utility-

(1) If 13' thlie terms of such contract the tax imposed
iy ll,; chapter Is t Ibe paid oat of tie proceeds front
ilie olperaltio of sttch lpublic utility, prior to any
division of such proeeds betwecet the person ind ti e
State, Territory, political subdivision, or the District
of Conblia, and if, but for the Inpositlion of the tax
Imposed by this chapter, a part of such proceeds for
the taxable year would accrue directly to or for the use
of such State, Territory, political subdivision, or tile
Dlstriet of ('olublia, then a tax upon the net Income
from the olerat ion of such public utility shall be levied,
assessed, collected, filtd paid it tile manner fnd at the
rates prescribed Ili this chapter, but there slnil be re-
funded to such State, Territory, political subdivision,
or- the District of Colunmbla (uider rules and regula-
tins to ile iprescrlied by the 'ttlissioner with tile
iipproval of lie Sc'retary) fil amount which cears tile
samte relatiotn to tile ailOilnt of tie tax its tile iamount
which (but for th itIposition of the tax inmposed by
this ('halpter) woild have atcrued directly to or for
tie use of such State, Territory, political sutbdivlsion.
or tit i)str'ct of Columlia, bears to the amount of tie
net tiipe frion the operation of such public utility for
such taxable year.

(2) If by the terms of such contract no part of the
lroceeds froh the iperation of Ile public uitilty for
the taxtble year would, Irrespective of the tax Inposed
Ily this ciapter, accrue directly to or for the use of
stch State, Territory, political stbdivision, or the Dis-
triet of Colhi , tien the tax ipn the net Incone
of such pcrson frot the operation of such publle utility
shall be levied, assessed, colleteld, and pitid in the
manner fill(nd it the rates preserilcd ilIi this chapter.

(e) Bridges to he acquired by state or political
stbdivislon. Whenever any Stale otr political sub-
division thereof, in pursuntice of a contraet to which

it is not a party entered into before May 29, 1928,
Is to acq ire a bridge-

(1) If by tie terms of such contract tie tax 1I1-
posed by this chapter is to ie paid out of the proceeds
from the operation of such bridge p. or to fity divi-
slon of such lproceeds, and if, but for the Imposition
of the tax ilmposed by thus chaIpter. aL part of such
iiro(ceeds for tie taxible year would uacirue directly to
or for the use of or would be alplled for the benefit
of such State of' lpoliticai subitvislion, tien it tax ulln
the net Incomne from tite operation of such britdge
sball be levied, assesed, coliected, imid pid In, the
manner and nit the rates prescribed i t this chapter,
bll there shall lie refunded to such Stat e or politicl
subdivision (under ruiles and regulattons to be pre-
scribed by the Commissioner with the itiproval of the
Secretary) fll aniount which bears the same relation
to lie ililount of the tax its the antolnt which (but
for the Imposition of the tax Iposed by this chapter)
would have iiccrued directly to or for tie use of or
would iie lipliel for the beneflt of snlh State or
political subdivislon, ieat'xs to tlie amonlt of the liet
income from the operation of such bridge for such
taxable ycar. No suh rcfh r l sialt be la(le unless
the entire iaiouit of lie refund Is to be alpplied i part
payment for tle acquisltion of such bridge.
(2) If by the terms of such contract no part of the

proceeds from the operation of the bridge for the tax-
able year would, irrespective of the tax imposed by
this chapter, accrue directly to or for the use of or
be alpplled for tli benefit of such State or polLtical
suibdivislon, then the tax upon the net income from
lie pelration of such bridge shall be levied, assessed,

collected, find paid in the manner and it tile rates
prescribed Ili this ehapter.

(f) Dividend from "China Trade Act" corporation.
In (lie case of a person, amounts distributed as dLvi-
dends to or for hils benefit by a corporation organized
under chapter 4 of Title 15, if, lit the lime of such
distribution, lie is a resident of China, find the eqult-
able right to tle income of the shares of stock of the
corporation Is Iti good faith vested li hit.

(g) Shipowners' protection and indemnity asso-
ciations. The receipts of shipowners' mutual protec-
tion and IlndemLity associations not organized for
profit, and no part of the net earnings of which inures
to the benefit of fifty private shareholder; but such
corlorations siall be subject ns other persons to the
tax upoin theIr net income from interest, dividends,
itnd rents.

(h) Compensation of employees of foreign govern-
ments.

(1) Rule for exclusion. Wages, fees, or salary of
ai elployee of it foreign government (Inctluing it
consular otr other officer, or it nondiillolintle represen-
tative) received as compensatlon for olliehti services
to such govertnent-

(A) If such employee Is not a citizen of the United
States ; and

(11) If the services are of a character slllar to
thse pctrforned by employees of the Goverlnent of
the Utifed States In foreign counttrles; andmI

(C) If the foreign government whose employee Is
('liitnig oxemptin grants ai equivalenit, exemlltti
io employ'es of tte- Government of tlie United Stait,;
lerformlng siniliar services In such foreign country.

(2) Certificate by Secretary of State. The See-
rotary of State shall certify to tile Secretnry tf
the Treasury tie names of the forelgn counltries which
gralit ill equilvalelt exemlition to tile eltiployces of
ilie Goverlnent of the Uniited States lperftinlug sorv-

Ives ha such foreign counties, ilnd the cliii'aeter of
lie servies performed by employees of the Govern-
bent of the United States Ili foreign countries. (June
22, 1936, 9: 00 p. fi., e. 690, § 110, 49 Stitt. 1689.)

'rhls sectIon, as eunett t by th' Revenae Act of 19:1,
sUlwirsehdes the correspionilng pirovilon.s of tte- l1evetie Art
of 19:1.4 (Act May 10, t93t, e. 277, I 11t, .18 Stlt. 712), its
nlitiil(td I y Act Aug. 27, 1t35, c. 767, § 1, .1)I Stat. 908.
It itpI)Iles only to taxibe years beginning after Dee. 31,
1915, by setIon 1, ante.
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§ 118. Loss from wash sales of stock or securities.
This section was reenacted without change by Act Juno

22, 1931, 91: 00 p. m., c. 090, 5 118, 49 Stit. 1692.

§ 119. Income from sources within and without
United States-(a) Gross income from sources in
United States. The following items of gross Income
shall be treated as income from sources within the
United States:

(1) Interest. Interest from the United States, any
Territory, any political subldivislon of a Territory, or
the District of Columbia, and interest on bonds, notes,
or other interest-bearing obligations of residents, cor-
porate or otherwise, not Including-

(A) interest on deposits with persons carrying on
the banking business paid to persons not engaged in
business within the United States and not having an
office or place of business therein, or

(B) interest received from a resident alien indi-
vidual, a resident foreign corporation, or a domestic
corporation, when It is shown to the satisfaction of
the Commissioner that less than 20 per centuin of the
gross Income of such resident payor or iomestic cor-
poration has been derived from sources within the
United States, as determined under the provisions of
this section, for the three-year period ending with the
close of the taxable year of such payor preceding the
payment of such interest, or for such part of such
period as may be applicable, or

(C) income derived by it foreign central bank of is-
sue from bankers' acceptances;

(2) Dividends. The aliount received as divi-
dends-

(A) from a domestic corporation other than a cor-
poration entitled to the benefits of section 251, and
other than a corporation less than 20 per centum of
whose gross Income Is shown to the satisfaction of
the Coznmissioner to have been derived from sources
within the United States, as determined under the
provisions of this section, for the three-year period
ending with the close of the taxable year of such
corporation preceding the declaration of such dlivi-
dends (or for such part of such period as the corpo-
ration has been In existence), or

(B) from a foreign corporation unless less than
50 per centuni of the gross income of such foreign
corporation for the three-year period enlding with
the close of its taxable year preceding the decihrn-
tion of such dlivilends (or for such part of such
period as tie corporation has been in existence) was
derived front sources within the United States its de-
termined under till lrovisions of this section; iut
only it ill aliollnt wichil bears the sitme ratio to
suchi dividends its ti gross Income of the corloraiion
for such period derived from sources within the
United States bars to Its gross income froin all
sources; but dlivien(s from a foreign corporation
shall, for the purposes of section 131 (relating to
foreign tax credit), lie treated as Income frot sources
without the United States;

(3) Personal services. Compensation for labor or
personal services performed ii the United States, hut
lit the case of a nonresident alien individual tentpo-
rarily present in the United States for a period or
periods not exceeding a total of ninety (lays daring
file taxable year, ('onpensatlon received by such an
Individunal (if such compensation does not exceed
$3,000 li the aggregate) for labor or services per-
forned as al emlployee of or under a contract with a
nonreshlent llen, foreign partnership, or foreign cor-
poration not engaged ili trade or business witiiln tile
Unitaed States, siili not lie dclid to be Income front
sources wvithin the United States;

(I) Rentals ani royalties. Reitals or royalties
front iroperty hcaited in the United States or fron
aziy Interest in such property, Includinig rentals or
royalties for the use of or for the prlvllege of using
in the United States, patents, copyrights, secret lIroe'-
esses and formulas, good will, trade-nitrl-s, trade
brands, franchises, and other like property; and

(5) Sale of real property. fiffns, profits, and in-
comae from time sale of real property located In tile
United States.

(6) Sale of personal property. For gaihs, profits,
and Income from the sale of personal property, see
subsection (e).

(b) Net income from sources in United States.
From the itenis of gross icome specified ill subsec-
tion (a) of this section there stiull e deducted the
expenses, losses, and other dducltions lroperly IliI-
portioned or allocated ihereto and a ratable part of
any expenses, losses, or other deductions Which carn
not definitely be allocated to some Item or class of
gross income. The remainder, If any, shall be i-
eluded in full as net Income from sources within tio
United Stales.

(c) Gross income from sources without United
States. The following itens of gross Ilconie silail be
treated as inonme from sources without the United
States:

(1) Interest other than that derived from sources
withih the United States as provided itn subsection
(a) (1) of (ihis section;

(2) Dividiends other than those derived front sources
within the United States its provided lit subsection
(a) (2) of this section ;

(3) Compensation for labor or personal services per-
formed without the United States;

(4) IReltnis or royalties front property located with-
out the United States or from any interest in such
property, including rentals or royallies for the use of
or for tie privilege of using without the United
States, patents, copyrights, secret processes and for-
mulas, good will, trade-niarks, trade brands, fran-
chises, and other like properties; and

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

(d) Net income from sources without United
States. Frot the Items of gross Income specfiled ii
subsection (c) of this section there shall be deducted
the expenses, losses, and other deductions properly ill-
portioned or allocated thereto, and a ratable part of
tiny expenses, losses, or other deductions which clil
not definitely be allocated to soie itell or class of
gross incole. The remainder, If any, shal lie treated
in full as net income from sources without the United
States.

(e) Income from sources partly within and partly
without United States. Items of gross Income, ex-
penses, losses and deductions, other tihan those specified
in subsections (a) and (c) of this section, shall be
allocated or alpportioned to sources within or without
lile United States, under rules and reguilatios pre-
scribed by tile Connissioner with the alproval of tie
Secretary. Where Items of gross ilnoinme are separately
allocated to sources witiin the United States, there
sliall be deducted (for tile purpose of comlptilg the
aOt ilcoie tierefrol) the expenses, los(v's, find other
deductions properly apportioned or alloeted thereto
and it ratable part of other expenses, losses or other
deductions which can not definitely be allocated to
sonic Itemn or clss of gross hicome. The remainder, If
jiiy, slil be icluded iII full ius net Incolie fron
sources wihliin the United States. In tiie case of gross
iiconil derived front sources partly within and purtly

withiou t the United States, the net Income imy first lie
cilliplI'l by dledtil g tile expenses, losses, or other
dedc tions ap1portined or aliicated liereto anid it
ratalle alirt of any expenses, losses, or otier deduc-
tiolns wlll'l caz not definitely be allocated to some
iteis or i-lss of gross Incomei; and tie portioz of such
ziet illcolli' attriltable to sources with in the United
Stiates Illay lie determined biy processes or forzlalfs of
general aplrtiollnlent prescribed by tile Connissioner
with tle aIpprival of the Secretary. Gains, proits, and
Incole froln-

(1) transportation or other services rendered partly
within and partly without the United States, or

(2) front the sale of personal property produced (i
whole or lit part) by the taxpayer within and sold
without the United States, or produced (in whole or
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in part) by lhe taxpayer without and sold within the
United stifle,
shall be treated is derived partly from sources within
and partly from sources without thie United States.
(Joins, profits find incoiie derived fromn the purchase
of personl property willili find Its sile without the
UnJitd States or froni tIh( piirehilse of pielsomiiiil lr(p-
erty willhoul fnd its sale within the United States,
sholl be treated its deri'ed entirely from sou'ces withiu
tie .tiitry In which sold, except that gins, profits,
ill(] Iucooe derived front (lie plur('lise of personial
prolerty wilhi Iin ,UnIlted States told Its sale within
n possession ot Ihe UIniteid States or from ithe ulrchase
of wi'rsonal properly within a possesshn of tlhe Unlle(l

1tatiH's find Its sale within the United States shall be
Ireitied is deriN-fd irtly from sources withini and
partly fron sources without the Unilted States.

(f) Definitions, As4 us(,di Ili hls svct ti the words
'sale" or "sold" Include "exchange" or "exchanged";
find the word "produced" includes "created", "fltrl-
clted", "I0ln ii faclt ii red", "extraletei", "lprocessed",
"cured", or "aged". (.hnl 22, 19:30, 9:00 p. m., c.
ow0, I i9(, ,1m Stlat. 160 3.)

T',1s seetli, am naid i by tie Ievenue Act of 1916, super-
Hu'(dem" te eorrehjoindhng p~rovINboti of Ilo,' Reve~nue Act of

193t (Act May 10, 119:, e. 277, § 11t), 48 Stat. 716). It
1l11ti' ,O iiY to taxoble years beginning after Dece. 31, 1035,
by siection *1, ante.

§ 120. Unlimited deduction for charitable and other
contribut tons.

Tlis mitili was renncted witliout cliange by Act Juno 22,
1030, 9: 0O p. fi., c. 00, 1 120, 49 Stat. 1605.

§ 121. Deduction of dividends paid on certain pre-
ferred stock of certain corporations. Ili eomputing
ile net inconme of any national lhan king association,

or (If fify ianik or trust conmpany organized under the
laws of any Stte, Territory, possession of the United
Stiites, or the Canal Zone, or of any other banking
(orporathi engaged In the business of industrial bank-
Ing find under the superv'isio of a State bankhling d-
lrluilient or of the Comptroller of the Currency, or of
ally Ihcorporated domlestic Insrance cotmtiiany, there
sitll lie allowed ats a dtluctitn from gross income, in

ddhiti to deductions otherwise provided for lit this
chapter, fifty dliend (not including any distributht
Ii lihuihation) paid, withi such taxale year, to the
United Stiles or to fi1ty Instrumentality thereof exempt
front Federal income taxes, on tle preferred stock of
the corporatiln owned by the United States or such
instruimntality. 'The atmount allowable its a deduc-
tion under this section shall be deducted from the
dividends pldh credit otherwise computed under sec-
tin 27. (June 22, 1936, 9:00 p. ili., c. 690, § 121, 49
Stilt. 1696.)

This section, ns enacted by the Revenue Act of 1036, Rutter-mvdvi; titw eort',,Hpon~ding pro,/hilon8 of tim Rvvenue Act of 1931
(Act May 10, 1934, c. 277, § 121, as'lded by Act Aug. 27,
1935, c. 767, § M, 10 Siat. 105). It toapplbis only to taxable
years beginning after Dee. 31, 1s, by section 1, ante.

SUPI'LICIENT C.-CiuniTs AOAINST TAX

, 131. Taxes of foreign countries and possessions
of United States.Tis1 soection Will rt entcchfl without ebonge by Act June 2,o
1136, 9:00 o. in., C. 6110. l Z;, t9 Stilt. 1690.

SUPILEMENT D.-RiqiUlUNS AND PAYMENT OF TAX

§ 141. Consolidated returns of railroad corpora-
tions-(a) Privilege to file consolidated returns.
Ai illliated group of corporations shall, sultjct to
the prov'isions of this secton, have the privilege of
iiiking a consolidated return for Ilet taxable year Ili
]lef of separate returns. The ialking of a consoli-
datetd return shall bte ulpon the condithio that all thecorp~orations which have been nivilbrs of the affili-

ated groulp at fif1y tiie dhring tie taxtble year for
which the return Is nide consent to all the regulations
under subsection (b) (o-r, In case such regulations tire
not prescrilled prior tI the nmkihg of tie return, tien
fle rgulatltions prescribed under section 141 (b) of
the ievenue Act of 1934, May 10, 1934, e. 277, 48 Stat.

420, insofar as not inconsistent with this clipter)
prescribed prior to the making of such returr,; and
the naking of a consolilated return shall he con-
idered is Sich consent. lit the case of a corroration
which Is a member of the ailitted group for it frac-
tionil llirt of the year the consolidated return shill
Include the Inconi of such corporaltio for such part
of the year its It is a nmember of the allllated group.

(b) Regulations. The Commissioner, with the ap-
lproval of the Secretary, sliall prescribe such regula-
tiolls its lie iny deeli necessary in order that the tix
Iibilily of tiliy all iited group) of corporations mlking
ai consoldatvI return lind of each corporlaton in the
group, both during and after the period of offliation,
inny lIe (term1intied, computed, assessed, collected, aid
adjusted In suclh manner as clearly to reflect the in-
coile find to prevent avoidice of tax liability.

(c) Computation and payment of tax. Iln any
ese iii which i consolidated return is nmde lie tax
shall b)e deterllhinetd, comlluted, assessed, collected, fiadadJlusted fitnlcordinn.e with tlhe regullations unlder
sibsec'(tioni (]b) (or, in case such regulatitns fire not
prescribed prior to the lilking of the return, then the
regalat is 1prescrileld under sectlon 141 (b) of the
Revenue Act of 19M-1, MAay 10, 193-4, c. 277, 48 Stit. 720,
isofar is not inconsistent wiih this chiapter) pre-

scribed prior to the date ol which such return is inade.
(d) Definition of "affiliated group." As used in

this section fll "tiffililated group" ineans one or nlore
chsll of corpor it loll;s ciIlecited t Iiligh stock own-
ershil with it coltllon pa1rent corporalion if-

(1) At list ,5 per centuni of the stlock of each of
Slie corpo'tlhios (except the coninioi ptrent corpora-
tion) is owned directly by one or nore of the other
corplratins ; find

(2) The coniion parent corporatil owns directly
at least 95 per centui of the stock of at least one of
tile ot her corporations ; find

(3) Each of the corporations is either (A) a corpo-
ratio whose principal business is that of a cotnon
carrier by rallroad or (B) a corporition the assets
of which consist Irincipally of stock in such corpora-
lins 1tn1(i which does not itself oiperate ft li5sless
other thit thit of a comimion carrier y rillroad. For
the purpose of determning whether the principal
Inisin(,ss of a corporation is that of a coninon carrier
by railroad, if i conmion carrier by railroad has
leased its ralroad properties and such properties fire
operated 1s suh(' by another cotntitoil carrier by rail-
road, the business of receiving rents for such rai'oad
properties shall be considered its the business of af
coiniton carrier by railroad. As used in this para-
graph, the er1 "railroad" Includes a street, suburban,
or Iiterurbaa electt'ic railway.
As used Ill this subsection (except in paragraph (3)
tite terim "stock" does not include nonvoting stock
which itI limited find preferred as to dividends.

(e) Foreign corporations. A foreign corpporation
shall not. be deeied to be afflliated with any other cor-
loratioI within the neaning (If this section.

(f) China Trade Act corporations. A corporation
organized under ('hapter 4 of Title 15, shall not le
deemed to be aiifllihted with tiny other corporation
within ltie mieaning of this section.

(g) Corporations deriving income from posses-
sions of United States. For the pti'loses of this see-
tion a corporation entiitled to the ienflils of section 251,
by reison of receiving i large percentage of Its Ilncom
from possessions of tlie United States, shall be treated
as a ftot'eigi corporation.
(h) Subsidiary formed to comply with foreign law.

In Ile case of a dolstic corporation owning oIr con-
Irolling, directly or lIndiectly, 100 per centui of the
eipittat stock (excilsive of directors' qualifying shares)
of it eorporatiton organll'(i Ilider the laws of i eoitigli-
otfs foreign country niltn tintatcd solely for the pur-
pose of Comllyihg with ilte laws of such country its to
title fnd operation of properlty, such foreign eorpria-
tion lny, tit the option of the domestic corioration,
be treated for the purpose of thls title as a domestic
corporation.
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(i) Suspension of running of statute of limita-
tions. If a notice under se('tion 272 (at in respect of
a deficiency for nay taxable year is lnailed to a corpora-
tioi, tite suspension of the running of the statute of
limitations, provided In section 277, slall apply it the
case of corporations with which si )L corporation made
a consolidated return for such t,,xat;a year.

(j) Receivership cases. If the coninmon parent
corporation of all affillated group niaking a consolli(ate(d
return would, if filing a separate return, be exeni)t
umier section 13a (d) (2) front the surtax oil 111di-
tributed profits imposed by section 13a, the alilliated
group slall be exempt from such surtax Inposed by
section 1ahi. In till other cases the affihiated group
making a consolidated return shall he subject to the
surtax hnposcd by section 13a, regardless of the fact
that one or more of the corporations in the group are in
bankruptcy or In receivership.

(1) Allocation of income and deductions. For
allocation of Income and deductions of related trades
or businesses, see section 45. (June 22, 1936, 9: 00
P. t., c. 690, § 141, 49 Stat. 1698.)

This section, to ctmcted by the Revenue Act of 1930, sulper-
sedes (ie corresponling pir'islops ot the Ievenuie Act of 10,34
(Act May 10, f11i', c. 277, § 111, 48 Stat. 720), as amended

by Act Anug. :10, 1935, c. 821), 102 (t), .19 Stat. 1015.) It
atiplies only to taxable year8 teginnig after Dec. 31, 1935,
by section 1, ante.

§ 142. Fiduciary returns. (a) Requirement of re-
turn. Every tlduelary (except a receiver al)loint(d
by authority of law In possession of part only of the
property of alt individual) shall make under oath a
return for any of the following individuals, estates,
or trusts for which lie acts stating specifically tie
lteilas of gross Inclmne thereof alnd tlhe deductollos and
credits allowell tnder sulehapters A to C and sclh
other informttion for the lurpose of carrying oit the
provisions of subcinpters A to C as the Commissioner
with the approval of the Secretary tay by regulations
prcserlle-

(1) Every ladivlIdual having a net income for the
taxable year of $1,000 or over, if single, or if married(
all(1d not living with husband or wife;

(2) Every lidividual having it net income for the
taxtille year of $2,5001 or over, if married id living
with Isba mid or wife;

(3) Every indivIdual taving a gross income for
the taxable year of $5,000 or over, regardless of the
llilolint of Ills It icone;

(4) (A) Every estate, and every trust eutlled to
the personal exemption allowed by secti 1on11 3 (a
(1), tlie m et incoie of which for the taxable year Is

$1,000 or over.
(1B) Every trust, not eiiitled to ai personal exenip-

ion tnder section 163 (it) (1), which hits a net in-
colni for the taxable .yeair,

(5) Every estate or t rust lie gross Income of which
for the taxable year is $5,0M) or over, regardless of
the ititiotunit of the net fitconte;

(6) Every estate or trust of which any beneficilary
Is at nol'sldent allen; and

(7) Regardless of the imount of the gross or net
ilaconle, every tr'list, thotgli havitg t) net inConte,
whhih would have it net ncom i If distributions had
liit been miale which unier the Icrms of the trust
instrmenti were In the diseretion of the trustee or
condlitloned ilon a contigency; but subject to such
colilions, ]lnl1lt t~olls, and excvellhoas a'nd anler' such

regulations as iii:y be luecrlb(1 by the Conmnis-
sitoner, with tlhe al),oval of the Secretary, a fiduciaryrequired by this piaragraph t I, it return amny be
exeiphid from lhe requirement of lilng such return.
(As amendedI &ug. 26, 1937, 10 a. ii., c. 815, Title IV,
§102, 50 Sil. 829.)

(b) Joint fiduciaries. Under such reglittilons as
the Comissioner with the approval of the Secretary
nitty presc:'ibe it rettirl lniade by (LIoe of two or ntore
joii lli uclaries and filed in th le oilit' of the collector
of file district where sutch fiducihry resides slmll Ie
sullient cotillhmce withl the above requirement.
Such fiduciary shall inake oath (1) that lie has suffl-

cient knowledge of the affairs of the individual,
estate, or trust for which tie return is made, to
enable hint to make the return, and (2) that the
return is, to the best of his knowledge and belief, true
ititt correct.

(c) Law applicable to fiduciaries. Any fiduciary
itquired to imke a return iiuder this chapter shall
be sulbject to a1 the provisions of law which apply
to individut, hr ( June 22, 1936, 9:00 p. i., c. 110,
§ 142, 49 Stat. 1700, -is antended Aug. 26, 1937, 10 a. Iii.,
c. 815, Title IV, , iU2, 50 Stat. 829.)

This sectinnl, as enafctet] by tin' lievotnue Act or tt9t0,
hipel'~edes tie o'orretfloiniig firovisilins or the ftevenite Act
ol 1034 (Act May it, 1t034, c. 277, § 1-12, 4I8 Stat. 722),
It applies ouly to flixbie years l'ginlinig alter live. 31,
1935, by Hec(iin 1, note.

Act August 20, 10.17, c. 815, Title IV. § .102, t0 Slit 8219,
aiffected sUtlse'tIoll (4) an iedili'i Sul\'ct fion (7), which
change, and addition aiplies oaly to taxable 3cars beginlig
lfter Decemler .11, 1030.

§ 143. Wiltholding of tax at source-(a) Tax-free
covenant bonds.

(1) Requirement of withholding. In aliy case
where bolids, niortgages, or devils of trust, or ofther
similar olllgations of it corliraltio, issued before Jait-
utry 1, 1934, contain it contra t or provision by which
the obligor agrees to pay any olarfion of the tax im-.
posed by this chapter ulpon tl obligee, ltr to relta-
I'urse the obligee for tiny portion of the tax, or til pay
the Interest without deduction for tiny tax whiic the
oblligor may be require] or peuriltted to piay therein,
or to retain therefrom under any law of tie United
States, the obligor shall deluct and withllit a tax
equal to 2 per centni of the Interest upoln such howls,
mortgages, deeds of trust, or oter obligations, wether
such interest Is payable annually or at shorter or
longer perliods, if payable to at lindividual, it partner-
ship, or it toreign corporation not cigaged In trale or
business within-_ the United 8tates allot not baving any
office or place of business thlr'in: Provided, That if
the liailiity assunied by the ollilgor does not exceed 2
per centun of the interest. lhe tie deditetion and
withholding shall be at the following rates: (A) 10
per centut In the case of it nonresident til0let 111111-
vilual (except that such rate sliall lie reduwed, In the
case of ii resitent of a contlgaous ('onltry, to such
rate, not less than 5 per celitni, its may be proviled
by treaty with suci country), or of tiny partnership
not engaged in trade or buslness within the IUilled
States and not having any oflh'e or place of business
therein an~d 'omplosed in whole or fin part of nonllr-]

ient allens, (B) it the case of such a foreign corpora-
tion, 15 per ceoium, and (C) 2 per ('centi In tile case
of other ildividuals an pIartnershipus: Proridcd fur-thor, Thalt If the owners of such obligathos tire not
kmown to the withilolling agenl the Conlinllssloner mliay
itithorize such dedluctiol lind viliholdiig to be titthe rate of 2 per cestim, or, if flhe liability ussuined

by the olligor does not exceed 2 per centuin of the
Interest, then at the rate of 10 per centum.

(2) Benefit of credits against net income. Such
tieduetio nit witillioldlnhg shall not lie required in
the case of it citizen or resido't entitled I) treceive
suchli Interest, if lie flies wiih the willholdilzg aiglat
onl or before February I a signed nolce In wring
claiming Ihe benefit of the cred its proviled Iin section
25 (b) ; no' in the case of a nonresident alfen boll-
Ihluil if so provided for in regutilons li'eseribed by

tf' Comnlssloner unter section 215.
(3) Income of obligor anol obligee. Tle obligor

shall not be allowed ai deduclltio for the p:uyinuut of
the tax Iposed by this title, or tiny other tax 11al
llursuant to the tax-free coveiant clause, nor shall
such tax be Included In the gross ihtolie of th obliger.
(b) Nonresident aliens. All pIersons, in wlmeve|

capalcity acting, In(ludiig hess'es or nrtgagors of
real or personal property, L hclares, employers, all(d
all officers and etployees (if the United States, hiving
lile Control, recelpt, enstody, d1isposal, or payment of
Inte-rest (except Interest on (leposits witli persons
carrying on1 the hatiklhg biushiess idI to persons iot
engagued In business 1 in the Uniled Sttes alil not
having al office or place of business therein), dlvi-
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d(M11l, rent, Fiifarles, wnges, premiums, annuities, com-
]einsllitlon, rvinunratlins, emolullets, or other fixed
or ditferni imul annual or periodical gains, profits,
ind Jilli' (lint only to ilea' extent tlit any of tie

itoV' It ems coIlI tut es gross Inc'ne front sou rce.
wlIIh she Mlleld St4,ates), (if tiny nonresidentl alilen

Infivillil I, or of any Illlt'nertillp not engaged in trade
or Iit(' N with I liltul Sta's llld not having
tiny icll or p'lace If hiidinss tiherein all(i comllosed
in \whll for IIn part oif lifllreside'l( lt 111hvns, Shlli (ex-

vi-ptl Ili the' (cnlow provided for fi ill sci((ti ln (it) of

this S ection 1ii1ui E'xeept as otlh'rwi e provided in
rgilaiit l is lrescsrIM'i 1'y tIlE' Colillilisslin(ir under
m,ctlon 215) dediiiit ind withldd fr'nin such annull
(Itr lpe'hlod (i l glillis, profits, lind In('omel it tlx equa1

t4 101 jx.r ((ntilll thieireof, except that such rate shall
lie reduced, in the ('ise of a llnlrt'Sldellt iliei inll-
v0dll1ll 1i reI'dllt orit c(ontigulousl 'oulntry, to) Such

rlte (eot less Ihan 5 per ('lltllnl ) is hilly b)e privideti
Iiy traly with suh('1 (ount'y: 'rovidcd, Thai no suc'h
duchiotiiin ir witlihliltng sillill le required in ti
'case (if Ilvidi'ndIs alil (by il foreign ctorplrlit ion uiless
(1) suci o'orpiol'iilh9i Is engaged in trlle or 1itusiness
w\tliiii tit( Uiilteid Sttites or i li ill otice or pale of
bli lless liilo~l, ani (2) iliori'thian 85, 1)er (entluu

of ile grosq hii e (of Sli(1h conrlioralln for tile Ilree-
year perloI enliig wiltli Oi' close of its tlXlllJle year
irieilg the diciliiration lf" sl'l) divilends (or for

sucih lir iif stili it,ili aI4 the; co(rporaion hafs bee .n

hi existi('ln) whls li'ri'1 front sourees witll tle
Uhllt(d Stales iis determnhed und~ter ftle provisionis of

,sect1in 11%): Proedc fitrli >r, That tlhe Comlissioner
nnly aulthorilze such tax tohi le deled and with~held

fronti Iie Interest upon liny ;et'iiritles the owners of
whIch in l' not known to lthe wiiolding agent. Under
regliitlons rlesi'rlbed by the Coinissi1oer, wi the
ipproval of 111 Secrt' a 1rhry, Iel' i1 lie exeliipte(1
front such dedilction aind withiho1ilig he clllilnsa-
tion for personal services of n onrestdent allen lndi-
vidons who enter antd leave the Uniteld States at
frequent Ilterviils.

(c) Return and payment. Every person required
toleduct a ind lithhol aIny lax Unider this section
siall niake returni thereof on or before Mardli 15 of
eaclh yiar lnd shall oil or before Juine 15, in lieu of
i le 111 irescibed 1In section 561, 1ly the tax to the

official Elf the Uilte( tlilt,' governlent aaithorlzed to
re'elve it. Every sunchi person Is hereby niade Ilable
for su1ch1 ill: i11nd is herebiy indenulillled iinglllSt the
claims all,[ denlllnds (it tiny person for the amnount of'

1illy lilyenilts ili1l1 hi acecordailnce wtli the provi-
shins if this section.

(d) Income of recipient. 1I1com1e upon wliicli any
tax Is reqlired to lit wtliehl it the source under
this section shll lie Includesd i tle returi of the
reclipient oif suc(h Inconme, bat tiny amlioulnt oif ft.l so

witllliel s11ha1 lie 'redllted igaislt the aniount of lu-
(llle tlX n1s conpuit li1 such1 return.

(e) Tax paid by recipient. If aiy tax required
under this secllni to Ile d(luicted( lind withhiel Is

pill(] by tile recipient tif Ihe I: (,ine, It shall not lIe re-
collected fronm the witlllohlig agent; nor iu cises In
wich fie tix Is so pid ,h sitllny penalty lie Inmp8osed
upion or eollect('l, front Ihe re(clplent oif tile Inconme or

tie witliliolding agent for failure to return or pay the
sliln(,, uinless sieh failure wits fraudulent and for the
purpiose oif evading palyme(nt.

(f) lefunds and credits. Wlere tiiere 1nis been
nu o'erpaiynmelnt of tax uiider this section 1ny refund
or credIlt nile ilder lie provisions of section :122
Sli1ll be nnade to tile withhohlug iigent nless the
anlount (if sii(11 tax wats actully withheld by the
witllhohlig ilgent.

(g) Withholding before enactment of act. Not-
withstinig the provisions if sulbsections (It) and
(ii), the (leductioi and withholding for tiny period
prior to the tooth day after June 22, 19:16 shall lot- upon

tile iteitis 1of io('nne tid lit lthe riltes preserlied In
section 1-13 (it) alid (I) of the lte'enu Act of 1934,
May 10, 1934, c. 277, 48 Stat. 723, its amended by Act

Aug. 30, 1M.), c. 829, § 102 (g), 49 Stat. 1015, i lieu
of tlhe it hn ind rates irescrilbed in such sulsections.
(Junie 22, 1931, I: 00 p. Il., c. 69)0, § 143, 49 Stat. 1700.)
This spctton, a cincted hy the Revenue Act of 1930, super-

f-eqhv the (orresimidilng provitilons of the Itevenltle Act of
11434 (Act May 10, 10:14, c. 277, I 143, 48 Stt. 

7 2 3 ) s
nn1111en hI 1y Act Allg. 30, 11135, c. 821), 1 102 (gi), 49 'tat.
11116, It sijlilles (ony io tixable years beginning after Dec.
Mi, 1935, by heLtlon 1, jlnie.

§ 141. Payment of corporation income tax at
source-(a) General ]hule. In the e1150 of foreign
(orporiithin sibject to tlxat(n dllder this title not
eingiged i triide or bluslhiess within the United States
1lnd not hiaving ilny ollice or piee (if busliness therein,
flhere sha li It( deducted and witlle( lit tlhe soi(tre ita
leo sline summner aind nupon tiem e 11iotents of in(cOnle

il, Is provided i section 143 i tax equal to 15 per
(,ntll)i ther'eof, excelt that Ii tie eiise of divilends
lie rae shall lie 10 per ee(ntuin, id except that In the
1,lise of corliiratllt1s (lgaiizei uiiituder tie laws if a
coilltiguous cluntry su1(h rate of 10 per eenini with
respe't to (iviends shall lie re(lced t(i such rlte (not
less than 5 per centuni) its inlly be provided bly treaty
with such country ; and such tax shall be returned
still] pilt(l In the sajme nlianer alndt subject to tlhe santo
conditions as pl'oVidled In that section : Provided, That
in the case of Interest descriled lin subsection (a) of
that section (relating to tax-free covenant onds) the
dedaction inid withholing shall le lit the rate speci-
tied In such subsection.

(h) Withholding before enactment of act. Not-
withstanding the provisions of subsection (a), the de-
duction and withholding for any period prior to the
tenth (lay after June 22, 19:36 shall lie upon the items
of Income and at the rates prescribed it section 144
(if the Revenue Act of 1934, MAay 10, 1934, c. 277, 48
Stit. 723, its aninded by Act Aug. 30, 1935, c. 829,
§ 102 (f), (1), -19 Stat. 1015, in lieu of the items and
rates prescribed in such subsection. (June 22, 1930,
9:00 p. i., c. 690, § 1,14, 49 Stat. 1702.)

Tlis section, as enacted by the Revenue Act of 1936,
slpersedes the ortespondling proviion,; of the Revenie Act
of 1934 (Act ,May 10, 1935, c. 277, 1 144. 48 Stat. 729)
its amen(d by Acl Aug. :0 1035, c, 829, § 102 If), (1), 49
Sat. 1011. It ilIjiIes only to taxable years tegnlnig after
Dec. 31, 1935, by tectlon 1, ante.

§ 145. Penalties.

(d) For penalties for failure to file information re-
turns with respect to foreign peisoniil holding coln-

fliltes anti foreign corloratilons, see section 329g. (As
li(led Aug. 20, 1937, 10 ia. Il., c. 815, Tit. 11, § 207 (e),

50 Stat. 820.)
This sectolln was reenacted without clnge by Act June 22,

1036, 9 : 00 p. ni , c. 0140, 1 145, 49 Stat. 1703.
Act August 26, 1937, c. 815, Title II, § 207 (c), 50 Stat.

8201, added subsection (ii).

§ 146. Closing by commissioner of taxable year-
(a) Tax in jeopardy. If the CouniksIoner finds that
i taxpayer designs quickly to depart from the United
Sitates (r to remove his property therefrom, or to con-
ceal hiniself or his lroperty therei, or to do any
other act tending to prejudice or to render wholly or
partly Ineffectual proceedings to collect the tax for
the taxnlile year then last past or the taxable year
Iliea current unless such proceedigs be brought with-
(it (lay, the Conl0lssloner shiill d(eclare lie taxable
Ipei'lod for such taxpayer lnniediately terllited1 and
shall cause nitice of such flndig ind dechirlation to
le given the taxpayer, together with I deind for
lnielite palilent of the tax for ilie taxaibl' period
so declared teriminated and of the tax for the pro-
ceding taxable year or so niulci of such tIax as Is
unpal(i, whether or not the the otherwise alltwed by
law for filing return and paying the tax hiats expired;
and such taxes shall thereupon becoie imediately
due and piayailie. In tiny proceedlig hi court birought
to elforce |11ilnent of taxes nlhde (it' 1i1d1 lid lile
by virtue of the provisions tif this sectioi the liling
of the Commissioner, made its herein providet,
wlether made after notice to the taxpayer or not,
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shall be for all purposes presumptive evidence of the
taxpayer's design.

(b) Security for payment. A taxpayer who Is not
In default in imaking tiny return or paIying incoine,
war-prolits, or excess-profits tax undier any Act of
Congress nny furnish to the United States, uder
regulations to be prescribed by Ile Coinmissioner,
with the approval of the Secretary, security approved
Ily the Comnissioner that he will duly make tie re-
turn next thereafter required to he filed and pay tile
tax next thereafter required to be paid. The Cot-
missioner may approve and accept In like nanner
security for returi anid payment of taxes made due
and payabde by virtue of the provisions of this sec-
tion, provided the taxpayer lias pal il full all otlier
inconie, war-lproilts, or excess-profitu taxes clue from
hih under any Act of Congress.

(c) Same-Exemption froni section. If seurlty
Is aPliroved and accelited pursuant to the provishms of
this section and such further or other security witli
respect to the tax or taxes covered thereby is given a,;
the Conanlssloner shall from litie to line find neces-
sary all(] require, payment of such lxis shall not be
enforeed by any proceedings under the provisions of
this section prior to the expiration of the time other-
wise allowedl for paying such respective taxes.

(d) Citizens. In the case of a citizen of the United
States or of a possession of the United States about
to depart fron the United States the Coinmlissioner
may, at his discretion, waive any or all of the require-
inents placed oii the taxpayer by this section.

(e) Departure of alien. No allen shall depart
from the United States unless lie first procures from
the collector or agent in charge a certificate that lie has
complied with all the obligations Imposed upon hhn by
the laconic, war-profits, and excess-prollts tax laws.

(f) Addition to tax. If I taxpayer violates or at-
tempts to violate this section there shall, iii addition to
all other penalties, be added as part of the tax 25 per
centuna of tie total anioat of tie tax or detlciency in
the tax, together with Interest at the rate of (6 per
centui per annum fron the tinie the tax becaie td1e.
(June 22, 1936, 9:00 p. hi., c. 90, § 140, 49 Stat. 1703.)

This section, as eincted by the Revenue Act of 1930, super-
sedes the correspmndling provisln of the Iteveac Act of 1934
(Act May 10. 19:11. c. 277. 1 116, 48 Stat. 725). It applies
only to taxable years beginning after Dec. 31, 1935, by section
1, nate. It Is a reenactment of such provisions wtttithle
exception of the provision iii suabectlon (f) relating to the
rate of interest which furmerly read "at the rate of 1 per
centum a month" etc.

§ 147. Information at source.
This section was reenacted withoit change by Act June 22,

196, 0: 00 p. i., c. 690, § 147, 49 Stat. 1701.

§ 148. Information by corporations-(a) Dividend
payments. Every corporalion shall, wien required
by the Coinmissoner, render a correct return, duly
verilled under oath, of Its payments of divlends, stat-
ing the naine and address of each shareholder, the
number of shares owned by him, and the anount of
dividends paid to him.

(b) Profits declared as dividends. Every corpo-
ratio shall, when required by the Commnissioner,
furnish himn a statement of such facts as will enable
hii to determine the portion of the earnings or profits
of the corporalion (inlnding gaiis, liroilts, and Ineoie
not taxed) accumulated during suei periods as the
Coiaiissioner fuay specify, whiclh have been distributed
or ordered ti lie distributed, respectively, to Its share-
holders during such taxable years as the Connissioner
may specify.

(c) Accumulated earnings ant; ,rofits. When re-
quested by the Conmlssione'r, or any collector, every
corporation shall forward to ii a correct statemeiit of
acciiinulatd eairniiigs aniid prolits ill( tihe nailies find
nddres.ses of tile Ilndividunals or shareholders who would
be entit ed to the saiie If divided or distributed, and
of tle ainouints that would lie payable to each.

(d) Compensation of ollicers and employees.
Under regulations prescribed by the Coinmissioner

with the approval of the Secretary, every corporation
subject to taxatio under this title shall, in its return.
sulilalt a list of the names of all officers and eniployet-s
of such corporation and te respective ainouints pil
to ieii diriing tlie taxalde year of tile corporatlion by
the corporaition as salary, eonimission, Ionitls, or other
Coiopeiisatlon for personal services rendered, It tile
aggregate alioiiit so paid to the inlividtial Is in excess
of $15,0X). Tie Secretary of the Treasury sliall suuailt
ai annial report to ('ongress compiled froi lhe re-
turns iinle conltaiig tile unines Of, alli amnllInis pahI
to, each Nleuh ellh-er aind employee lnd I lit'anite o (l ie
paying orioralti. (.,utine 22, 19311, 9: 00 p. fi., c. 6110,
§ 1-48, 19 Stat. 1705.)

Tiis soethii, as IllalteI by the ltev'iiiii, Act of 19.90, super.
stinhs tile ciilrehpiot illg p t l iii its it( l l cv nll Act of
1134 (Act I May 1t,,t131, c. 277. 1 1,8, .18 Stitt. 720{). It
alilititO l 13 to iuaxable 'iceuirti heghlntig aftter l)te. 311, 1935.
by section 1, ilitle

§ 149. P.eturns of brokers.
Tils sectio was riiumtid Ihot chtage 1y" Act .unie 22,

1936, 9 : 00 1p. me., c. 690, § 1-40, 4) Stat. 1705.

§ 150. Collection of foreign items.
This seetln was reenactei without t'htiigi' by Act Tlne 22,

1136, 9 : 00 p. in., e. 690, 1 150, .19 Statt, 1705.

§ 151. Foreign personal holting comlpalnies. For
iiforiilltion reinmis )y officers, iiire-coris, anti large
slireho]lders, with reslec, tI ftoreig persollil liolil-
lug ,oinliniites, see se(-lihiis :121)ti, :1'e, td : 29g. For
Iiformal tll reluirns by lIorneys, acctuitals, iii
so forth, as to fttriiaiitii, and so forilh, of f'onieign ii.-
litirlitiois, see seitihr s 329f anii 329g. (Jtte 22, 1)3(6,
c. 690, § 151, its ihtod Aug. 2(6, 1)37, 10 a. In., c. 811,
Title 11, § 207 (d), 50 Stiat. 820.)

SUPiILEMEINT EI.-EIsT vi i:s AND) TiUST',S

§ 161. Imposition of tax.
This setlon was rienatmid i)liOit clhiligeI by Act litle 22

1930. 9 : 00 p. iii., e. 00, 1 101, Ill Stiat. 1706.

§ 162. Net income.
This sectilo was reenaced witnlt change by Act Jlne

22, 19:10, 0 : 00 1). ni., -. 690, 1 1(62, 49 Stlt. 1706.

§ 163. Credits against net incomne--(a) Credits of
Estate or Trust. (1) For the liil'llttii, (if tbvl' niiiii
tax and the surtax an estate or trust shall e altwed
the sliiiie personal exenliplon i Is allwed to io a sihgle
person under section 25 (b) (1), except tlhuft i ex-
emptin sill be allowed I rist if lhe tiist iist rii-
iiieiit reqires or pernits lhe aueuilatitoi of tiny
lorio of it' iicoine of (ie Ir iri th I iere Is not
(list rlitt ed anl 1iti iiit i equal o Ilie iiet illeole. For
the pr-poses of tis 1)lirtgrapih lie teriii "net ili-
collie" does not Inchlile iiniionis hliuded In gross
incoiie which, untler le law of ile Jurlst lei lotl under
wihlel tile trust Is adinislereI, caini ot (even If per-
ilittle( or reqiuired by itt- li-l st hlslrllent to be coi-
silered its Ihtolnie) he colnsidiered its ineomie aniid are
not (list rilbitale.

(2) If no part of the Ilcome of lhe estae or trust
Is Itniludel hi computlng he nel Income of ainy lega-
tee, leir, or leiietleitry, Iien tli estate or trust siall
lie alhlwed tle sill e creIls aginist net Inict'omie for
Interest its tire alhta tI by section 25 (ii). (As
imenletd Aug. 26, 1937, 10 it. nm., c. 815, Title 1Lr , § 101,

50 Stitt. 829.)
(b) Credits of beneficiary. If tiny part of the in-

ciell of ll estate or trlst Is Inc ilediIi (tIlilutlag the
net incoiie of tiny legatee, heir, or benefiliary, stich
legatee, heir, or beneticiry shall, for the Inrpose of the
norlita I tax, be alltwed its credits against liet iiillciie,
in adt)itio to lhe credts allowed to himhn under section
25, his proportionate Isiuar- of suclen anun tIs of Interest
specifled Ii section 25 (ii) its are, under tlis Sulpple-
iiient, reqlired ) lit ie Incluled IIi counputilg his net
Incoiie. Any mainening porttioi of such flaiionts
specified i section 25 (it) shall, for the purpose of the
noriial tax, be alowed us credits to lie estate or trust.
(June 22, 1036, 9: 00 p. iii., c. 690, § 103, 49 Siit. 1707,
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as liniil(d Aug. 213, 19!37, 10 a. Ill., c. 815, Title IV,
-101, 50 Stilt. 829.)

ilThI.( Ilif, a unilchld fly ith'e Re\o1ue Act of 106, super-
hedi-4 fill, coirr vlimn(Ilog pro\'iHio (H i f o f Iial .lll- , Reve ueA t of 1931l

(.%(-t Mn.s
,  f0 lit:1. c 277, j :1 . 48 Stitt. 728). It apli's

onl' tI I iXale )vitrs b,ginhii g after Ike. :11 , i935, by Hection
i. 111tt.. ti It I it lllln r n(1lch I)rovlhIsl H with i ti
exelpflo of 11 (' ' sl~ oll o te l i w rlil s d vidend al( ln " wichiq

foruii'rly Irl.,lldd ill- ooordim "Interlt Hiolltited" Ill tile sixthfluv f ub)MI-Olll (b).
Art Angivt 2(1. 1937, c. 81r. Till(, IV, § 401, 50 Stat. 829,

t~lhl~l ll ffqv( ,d Hi~l m. 0 Ion (it). it li)plif's onIly) to
I(axalob- .%4-aiHN b~inntnlllg atfi-ir iD~mlndwr 31, 19;w.L Stubretiol|

Ill) of sect ion li:. Act full(, 2'21, 11136, c. 600, Wo Stilt. 1707.
tidll aqt fol'l m : 

° 
( o' r it, i1r ohe if ill(-ll i Olll' iy anld -

fIll, su r ( x fill- e l1 , or tll : i ll( Iw aill llo w ed i ( till' l ' tl ,t
1s1nlal i-xi-inlflon its Is alllowed( to it 1slugile person unldehr F-4-c-
tion 25 (I)) (1). oi t, if n it ) fat-( (it fI ,. n(icOml. (or th estate
(or I rifs-I SI, includedl Ini ColnltIlpnt Ill Ii ( , et Incomne of tinly ttega

-

fee, ho-ir, o~r hI--nilehry, then II :I ndllol l flu, S111n14, tledits

Ca h olllI Int ill(olline for Inter(st us ai11 allowed by seltion
25 (11)."

§ 16,1. D)ifferent taxable years. If it'w taxl)hO year
ofo t itIcuIry Is illfereIif est t't i ate
or trusllll, the a whllllllic v h 1iw is r(IqfiledI, ulll" see-
Elfl 1(62 (1c), to 1 iso'hd. Il. c7,miutilg Is tle i21on)e
sbutll ' It l( ll bus lIf| tile llcltcl ltlif ill titate or tri sis
for ifty maxpilo year of theststale f tlrust (Waether
be(,ginn11ing (Ili, 1leftire, or af'ter J(alary 1 , 19 6) editg
w1lii his hxI)le, yefat . (tJulio 22, 1936, 9:00 1. hi,
e. (i90, § 101, 41) Stil 1707.)

This svl, its euned by the ]tevenup, Act of 1030}
(If utrh utPs Ilt- lto stndnlg irlfp lon,) of tile Revenl( Acit
of" 11131 (Act May l , 1931. v. 277, § 1 1, It 8 Stilt. 729). It
l1pih' only t t11111110 year 11 l' b I i algni' ng i t ffeel I ei . 31e , ta 3al t

by itlon I nill s It it t eC(tmnit of(such tr)vishi n I
w)'illi. t ilton ( liffle S I dt-iigni t't' tie ih (IrentfiteH
wh'iheit was 111934,1i tile 1t4 Act.

§ 165. Etloyees' trusts. A ru, created by an
enmlhiyer its i at, of it stock bonus, pension, or profit-

sharing liln for till exclusive b ileRvAlt ct ofr llof hIls viloyees, to which contrilbutions fire made by

such vs(eIilyer, or employees, or both, for the purposeof distributing to such emp~loyees tile earnings and

ilni (if' (Acthe fund aItu). ulte14c by the- trust 2in aI-
tordinice witlh such aiin, shll not be taxable under
seetlon 161, but the amount actually distributed or
mad avallable lo any dilstri uee slhill be taxable to
hh In the year i which so istributed or ofade avall-
ab 16 Relenl, that It exceeds the aounts paid In1)y bai. Such (listhrlbutees sliall fil,' the purp~ose of the
norauil tax b~e allowed its cr'edits agnilnst net Income

suchI Ilrt (if the aioInt so distrillluted or imade aval-
aible its represents tihe Items of Interest Slpeelfled In

se,O 25 (a) : 00 . l, e., c. 690,
§ 1675, 49 Stot. 1707.)

rhis sectioln, as enactd by tie Rev(enue Act of 1936,sulpersedes tile correspondilng provisions of tihe Revenue Act
of 1934 0at May 10. c. 277 § 105, -18 Stl t. 729). Itatpplies only to taxabie years beoginning aifter Dec. 'I1, 1935,
iby secllon 1, ante,. It 18 a reenactment of suich iprovisions
wiith the exception of tile onmissiou of tie word14 "diidhend H
and" 8icei forTnely recded ilt, words "nterest specified
In ection t5 (i)" at tese .nd of the section.

§ 166. Revocable trusts.

Tills 'c tioln wits ren'Ilaed witholt change iy Act June
22, 103(}, 1:00 ). to., c. 690, § 108, 19 Stat 1707.

§ 167. Income for benefit of grantor.
Til,& section was reenacted w 1i1out change b Act June

t2, 1930, 9: 00 p. m., c. 90, § 167, 49 Stitt. 1707.

168. Taxes for foreign countries and possessions
of United States.

Till iotten %%\as re ted itruot exctangr, by Act Jun-
22, 19:0, r:00 P. I., c. 690, § 108, 49 Stitt. 1708.

§ 169. Common trust funds-(a) Definitions.
Tile terin "eonnon trust full(]" ineans a full(] main-

a2ied ill a b)ankl (lit defI ile Il s sec1on 0t)- ,
(1) exclusively for tile collective Investmenit and(

reinvestmnlt of lU1olleys contribuntedl thereto by3 the
bank ill Its calpacity its a trustee, executor, adhninis-
trator, or guardian; find

(2) Ini conformity with tle rules and regulations,
prevailing from tile to time, of the Board of Gover-
nors of the Federal Reserve System pertailng to the
collective investment of trust funds by national banks.

(b) Taxation of common trust funds. A corn-

itlon trust futid shall not be hubject to taxation under
this chapter, or section 3.12 or 1358a, find for the
puirposes of such chapters arid sections shall not be
considered a corplratlol.

(c) Income of participants in fund. Each par-
ilpilnt In tie eonaitit trust fund slult Include i
compuling Its net Income its proportionate share,
whether or not distributed adi wiethe or ( not dIs-
Irlhbutable, of tie net income of toe commlon trust
full. Tte Ilet Ilcomllie of tile coilnion trllst flld s1hall
It(!ll col tei Ili the sa11e inaliner fild Oil the sailiC
111s1 its Ilt I ile case of a, int. dividatl. The propor-
tionate Islhre of each PIll'e Itlitt 1.L thle a10n11t of
interest speclfied li sectlo,, 25 (a) received by the
eoninit t'ust flund shall for the purposes of this Sup-
illient be colsideredi as having been received by such
lart iiltlat its slh Interest.

(d) Admission and withdrawal. No gain or loss
miil] Ibe realizetd y)3' the ClilalUOn trust fund by the

ad(]nission or withdrawal of it particip~ant. The with-

drawal of 11f1y irticipating Interest 1)3' t larticillt
shall be treated as a sale or exchange of such Interest
11y the participant.

(e) Returns by bank. Every bank (as idefined In
section 107) maintahinig it commn trust. fund 1hall
nake it retlurn under oath for each taxalle year, stilt-
ing specifically, with respect Io such ful(, the iteis
of gross ithtc(e and the deductions allowedt by this
title, and shall iniclude Iiu the return the naines find
addresses of tie participants who woul be entitled
to share li the net Inconm If distrilbuted find the
aIllount of the proportionate share of each participant.
''he return shall be sworn to its li the case of it return
filed by the bank under section 52.

(f) Different taxable years of common trust fund
and participant. If the taxable year of tie commnon
trust funll Is different from that of a )articipant, tite
proportionate share of the net Ilome of the common
trust fund to be Included in comlputing the net income
of the participant for its taxable year shlll be based
lipon the net income of tie colmmon trust fund for any
taxale year of tie cominon trust fund (whether be-
ginning oil, before, or after January 1, 1936) endilg
within the taxable year of the participant. (June 22,
1936, 9: 00 p. Ii., e. 690, § 169, 49 Stt. 1708.)

Revenue Acts prior to the Revenue Act of 1930 contained
no provisions corresl)onding to tilts section.

SUPPLEMENT F.-P.AITNS ll's,

§ 181. Partnership not taxable.
This section was reenacted without change by Act Jlile

22, 1030, 9: 00 p. 01., c. 090, § 181, 49 Stat. 1709.

§ 182. Tax of partners.
This section was reenacted witilout cihnge I)v3 Act June

22, 1030, 9: 00 p. fit., c. 600, § 182, 49 Stilt. 1769.

§ 183. Computation of partnership income.
Thils scetlon was reenacted without ciange by Act Jlio

22, 1930, 9: 00 p. fit., c. 090, § 183, 40 Stilt. 1709.

§ 184. Credits against net income.
This section was reenacted without change 1by Act June

22, 10 30, 9: 00 ). Ii., c. 090, § 184, 49 Stat. 1709.
§ 185. Earned income.
This section was reenacted without change by Act June 22,

1930, 9: 00 1). il., c. 000, § 185, 40 Stat. 1709.
§ 186. Taxes of foreign countries and possessions

of the United States.
Tills sectilo was reincted without change by Act Julie

22, 1030, 0 : 00 1p. Iii., c. 090, § 180, 40 Stlt. 1709.
§ 187. Partnership retrns. Every partnershil

shall Ilake it return for ealch taxable year, stating
specfitclily tile iteilis of Its gross income fu( the de,
ductlons allowed by tills hapter allt such other infor
maltion for the ppI'sr e of carrying out the provistots
of thls chapter 1as the Comlissloner with ile atpproval
of the Secretary nmy by regulations prescribe, all]
s1tlitl 111lde In tile return tile niaties find addresses of
tile Inlviduals Who WonldI e oiutitled to share In the
net Income If (listributed till(] the tiount of tile (11.-
trlbutlve share of each individual. The return shall
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be sworn to by any one of the partners. (June 22,
1930, 9:00 p. in., c. 690, 1S7, .1) Stat. 1709.)

The section, as enacted by the Reenute Act of 1030, super-
sedes the corresponding provisions of the Revenue Act of
1031 (Act May 10, 1934, c 277, § 187, 48 Slat. 730). It
applies only to taxable beats Ieginntng after De. I1, 1935,
by section 1, ante. It Is a reactiiient of s1ch provi4dons
wit It the exceptio of the added words "and sulch other it-
forinalon for the purpose of carrying out the Iprovisions or
this chapter its the Co|uniqtsoner with the approval of tho
Secretary may by regulations prescribe."

§ 188. Different taxable years of partner and
partnership-(a) General rule. If the taxable year
of a partner Is different front that of the partnership,
tile distributive share of tie net Inconm of tile part-
nershi) to be included in computing the net income
of the lrtner for its taxable year shall be blasel nipon
tie net income of the partnership for any taxable year
of the partnership (whether beginning oa, before, or
after January 1, 1936) ending witin the taxable year
of tihe partner. (June 22, 1930, 9:00 p. fii., c. 690,
§ 18S, 49 Stilt. 1710.)

Thk sectlon, as enacted by ftle Revenue Act of 1930,
siitlersedes the corresRoidnlhn provisions of the Revenue Act
of 10:11 (Act May 22. 1a:93, c. 277, § I8, .18 Stat. 7311.
It tpplies only to taxable years begilnitg after live. 31, 1935,
by section 1, ante. It Is a rvenatiientI of tile irovisions of
sutsect ou (a) of sectihn 18 of the 19:11 Act with the ex-
e(ptlon of the year designated liu the parenthesis, which Was
"1931" in the 1934 Act.

SUPPLEN-..1tEr G.-INsUnANCE: CoNxtPANIKS

§ 201. Tax on life insurance companies-(a)
Definition. When used it this title the triin "life
insurance comnpany" ineans fill insurance conpany eli-
gaged it the business of issuing life insurance and
anuaity contracts (including contracts of collbined
life, health, iand accident insurance), the reserve funls
of which held for the fulfillnent of such contracts
comprise more than 50 per centumn of its total reserve
funds.

(b) Imposition of tax.
(1) In general. ItI lie of the tax imposed by see-

tions 13 and 13a, there shall be levied, collected, find
pai for each taxable year upon the nornitl-tax net
income of every life histurance comiipany at tax of 15
per centunt of the amnounit thereof.

(2) Normal-tax net income of foreign life insur-
ance companies. III the case of it foreign life insur-
aIce company, the nornil-tax net lnconle shall ibe ait
amount which bears tie same ratio to the norniail-
tax net ineome, coilmnted without regard to this par-
grallh, its the reserve funds required by law find hel

by It fit the end of the taxable year nupon business
ti'ransatctetd within the United States bear to the re-
serve funds held by it at the end of the taxable year
tpon ill busiiess transacted.

(3) No United States insurance business. Foreign
life itnsurlnce conilit les not citrrying oll a1it I nisuraince

usiiess withlin the United States and holdlng ino re-
serve funls Ul O n usiness transacted within the
United States, shall not be taxable under this sect ion
btt shallt e t 'xalle as other foreign cortoratl los.
(June 22, 1936, 9: 00 p. in., c. 690, § 201, 49 Stitt. 1710.)

This siection, it.s enacled by lhe Revenue Act of 1936,
suipersetdes the correspiondIng provislions of tih itevene Act
ot 1134 (Act 111ty 10, 11:t3-, e. 277, § 201, 48 Stit. 731)
its amended hv Act Aug. :10, 1935, c. 821), 0 103, 411 Stit.
10i7. It appiEs only to taxable years beginning after
Dece. 31, 1935, by section 1, ante.

§ 202. Gross income of life insurance companies.
This section was reenacted without change by Act June

22, 1P30, 9: 00 p. in., e, (190, § 202, 49 Stat. 1710.
§ 203. Net income of life insurance companies-

(a) General rule. It the case of a life Insurance
comlany tile term "net Incoie" neans the gross in-
cole less-

(1) Tax-free interest. The aiiount of Interest re-
ceived during tile taxable year which under section
22 (b) (4) Is excluded from gross income;

(2) Reserve funds. An aniount eqtal to 4 per
centtittt of tile iellan of tie reserve ftunds required by
law find held at the beginning ntd end of the taxable

year, except that lit the case of fifty such reserve
fund Whit Is couputed lt i1 lower llt er, st assunlip-
titn rate, the rate of 3:,Fi lp'r centain shall lie sulti.
tIt for 4 Ier cei Ut. Life Ilsurance coinpittialea

Issuing 1olices coveritg life. health, fiiii] aelilent Il-
silraneV comnllhed lit fule ptolicy Issued ell tht, weekly
pretiflunm paynment phln, eontlnllg for life uidl InOt
subject to eanleellathon, shiall he all~owed, In ailtion

to the above, 1i detution of 3:9 per centin of the
iean of such reserve ftuids (not requi'ed by law)

held at the tglll nllg and etitl of the taxnbe year,
as tile Comitssioner finds to lie neiessary for tie
protecthio of tile holders of such policies only;

(3) Reserve for dividends. Au iltottnt equal to 2
per ccntin of itfty stinls held lit the end of ti laxale
year us it reserve for dividends (ulther thall dIvilends
1yble tiuring the yellr following ti e taxtble yiur)
tie payntent of which is deferred for II Iperild of not
less tha five yeirs froit the (hitte of th ltlley coi-
tract ;

(4) Investment expenses. Investmett expenmises
paid (hitiug the taxable year: Provtidcd, Tha t If fity
general expenses tire l it art assigned to or Include I
it lt Investment xltenses, the total thdlehtion tnder
this paragraplh ,;]all not exceed ote-fourth oif 1 pier
eentint i of the htook vale of tile intill of tlit Itnvestvd
assets held it the beginning and end of tle taxable
year ;

(5) Real estate expenses. Taixes and other ex-
penases pllhtii dung tle taxable yciir exclusively ipllt
or with respect to the real estate owned bIy the cial-
party, not Illuinlg taxes assesset d atginst local Iben'-
fits of it kind tetding to In'rease the vate of the
prottperty assessed, and not including fity amount Iuli
out for new buildings, or for perinanent Imtlove-
nents or betternments inille to Ih''reatse (lie vialue of
any p'olerty. The dedu'tlon allowed by this i/lira-
graph shall be allowed i the case of (axes Itlposed
upon it shareholder of it coimiipitany upollt his Ilterest
its shareholder, which are pahl by the conmpny with-
out reibursement front the shareholder, btit In sueh
cases no dedution sfall lie illowed tle shurehlni er
for the anount of such taxes ;

(6) Depreciation. A reasonable allowance, as ptro-
vided lit section 23 (1), for the exhaustion, wear
ant tear of property, includlng ai reasonable allow-
ance for obsolescence; iand

(7) Interest. All Interest Ilitl within the taxablo
year on its liilehtednes% except ott Indebtedness In-
eurred or contlied to purchase or ciarry old igilons
(other tlan obligatins of the United Stttes Issued
after Septenher 2-1, 1917, and origitally suibscribed
for by the taxpayer) the Interest upon whi'h Is
wholly exemlpt front taxation unter this chapter.

(b) Rental Value of Real Estate. The dedution
under sultsection (a) (5) or (6) of this section oul
account of any real estate owted find occupled Ili whole
or in part by a life Insurance comllany, sihall te li Itnlted
to an aounolt whlch hears the siine ratio to such
deduction (computed without regard to this subsc-
tion) its the rental value of the space not so occupihtd
tii' s to le rentl l valhte of the entire property. (Jtine
22, 19:30, 9: 00 p. fii., c. 690, § 203, -19 Stitt. 1710.)

Thtis section, as onneted Iy the Revenue Act of 1030, super-
seiths th orresiotd I iig irovilmos of thti Itevtitle Ait of 19)34
(Act ,May 10, 1 .31. c. 27, § 2113. 48 Slitt. 732). It ipples
only to Iaxanle years beginning after Dee 31, 1935, by see-
fion 1, ante. It Is u reenactnent of sueh provisloi' with
tie exceiltini of siiseetliou (c) iiii paragraph (W) of stu-
sielitin (at of the 1931 Act witleft were oititted from the
1936 Act.

§ 204. Insurance companies other than life or
mutual-(a) Imposition of tax.

(1) In general. In lie of the tax iniposdIt by sece-
tions 13 find 13a, there sial le levied, collected, and
pald for eaich taixatble year upon the norinl-tax aet
income of every insurance compallny (other than it life
or inutual Ihsuranie i conpany) it tax of 15 per centuin
of the amount thereof.

(2) Normal-tax net income of foreign companies.
lit the case of it foreign insurance coplnyuy (ither
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t hun a Ilfi e r iiitiiiinl Inisiurinc' 'oiiiialy), the ior-
iiial-tax ril hlitoiii' shall I4 the' tliolt Iiiomne from
siou1t.'s withi ll, l'alti'ad ,ltilte, in1l1i1s tIll' Stull af-

(A) II .irta i ol (ibligallolls (if the Ijl ltiel States
iind! Its c- riliieutilltho,.-Tho ciedit Irovid lii see-
(tol 2(; (;I).

(11) ) vie'Ids Itecilved.-The credlt 1roviled in
seclIiit 21) (h).

(3) No IUnited States insurance lusiness. F.or'ign
Inuran'ae i'oillii"t Iill ca1rryvling ill lilt lIsuiranice
ausilli's wit hlhlI h(I Unlted States shill not lie taxable
uhli'r tills slithlin but sll lie taxalle as othelr foreign

(Ih) )cfinition of income, etc. lit Ihai case of an
iiisulrllia' coinliany haljict to the ltaX lii'msd b1y thils
.,vel Jloll---

(1) Gross Income. "Gri,,, incoe'iine'" lni;13 s the
i r ~ (,k) Ilih o i'Olh,(ed g1'iv,.s llniolll| (v rll(,d dulring

Olw tiixiitiii, 31ter, frot 'ivastia11t lIncomuiie ziiaiI frnt
iiral(rwritlng iia'oiii is plrailhdil i thils sills1e3thloll,
c0mlutel oia tlit' basIs (if the3 uiiili'rwrlilhig ad Invest-
11m-llt e~xhillll of the3alla slalh'lliltl aplprovetd ly tlhe
Naitionil Connton1~l~ (of Insu lranc(e( ('ollilll. ,sio131s, an(|d

(1;1 gIn durilng tlii taxable yilr fromi the sale or
other dkltl)isllhn (if p'Olertry, and (C) iilt other Iteiis
iouist illlIng gl'aoq luiconi nudeir sectilon1 22;

(2) Net incolae. "Not Inricaoinie"' ii i us tit( gross in-
oni' us altsled ill pri:graph (1) of tIls suilsection

Iiss the elilcl)als allowed 11y slbsiei'tii (C) of this
sectl loll ;

(3) Investment income. "Investent3 I t tt' ti ne"
inIoills t he gross am1ou1nt iaf Iniullit eiir'iied duirling the
taxable year fr'ont Interest, divihdens, allot re3nts, 131111-

llethd its follows:
To lil Inter'st, dlvidends and rents received during

the laxale y'alr, add Int"er'st, illvidends aniiad rents doe
and a.c''lldt li u1ld of the taxalble y3a0r, adi iedu1ct
till hinterest , li'hhalaias inl rents (ill' iid ica'llte at
the eiI of tIe 1(ireceding taxale year;

(I) Underwriting income. "I Iihrwrl It ig in-
(min3' neii1us |lie lr ihliuls eruit1 ail insurance coni-
rit'ts during tle t axable year le.s losses Incurred and

exIpaenses inc.urrel ;
(5) liremitlms earned. "Prnruans ean'neId on In-

sra it'icon itrllra('ts during the1( nxtible y3ear" li'lns an
iiaollill co111)1t3d i us f'llows:

Proma lii,' itiltiiilit of gIoss lreillilinns written on
insuirance ci'itra's diring le taxale year, iled1et
retrn li lilS ihiisil larenillls il~hI for reinisuiranle.
To the risult so oblt i 'i il ulearne Ieilnns oi1
oulstailing business at tIhe endit of the preceding tax-
iitile yeair anid deidcl nct arneld 'ireiii oiis oil outstand-
Ing bIusliness tit hlh end of tle taxable year;

(6) Losses incurred. "Lasses lIncured" means
losses icrred (IIii'ig tlie taxale year oll surance
cOrtrt s, clliauted us follows:

To losses paid di'ing (lite taxable year, aidd salvage
and r1hilnso lla( r''ecoverable oatstanrdilng lt the e3n( of
lie rt'ieing taxable year, ilil dedlct salva ge iinil re-
insuranc'e recoa erailie outstaninig at the enil of the
illXabt, year. 'To the result so obtatied add till unpaid

Iosses olstandilig at tile Prud of tilt taxable year nd
deduct unii losses outstanding tit ti end of the
lprecedi11ng taxab~le y13ar ;

(7) Expenses iicurred. "Expn'riss in ve I rr e (I"
inleaus till expenises shown oil the annlual stateilient ap-
proved by the National Coavenion of Isurance Conl-
nissloners, tid shall ie io'apited ai.- follaws:

To till xpenses i1lah dinlg the tiixiiale yeir aidil
exeo nts iuieh Ill l (h i end of i l axaIle Iax eyear an(lihn't exlpense3s unidlt nt he end of tlhe pIn'o1eeling

taxible year. F'or the pa'oIase of 'u)tlilug (lie net
incou1t subject t t tax I Imosed 113' tils sctin there
shall Iti dedcii1tedl front 0Xtieises I u1'alred us dellned Iln
this plragral h all exlienses Incurred which tire not
allowed ias deductions by sulsection (c) of thils section.

(c) Deductions Allowed. In Counlpnthiv the net
ilicoIne of ti ll isi'rice colllalin11y s1bj'ct It) the tax Jl1l-
posed l1y this sectin there shlal be allowed us deduc-
tions:

(1) All ordlinary lind lecessary expenses Incurred, as
provilel in section 23 (a) ;

(2) All interest as providedl I sectlon 23 (b)
(3) Taxeis its pro'ide'd i seltlon 2:1 (c) ;
(4) Losses incurred as dellied in subsection (h) (0)

of tills sv(.Iolt ;
(5) Subje3ct to tile limltation contalned 1In section

101 (d), losss sust ained during tlhe taxalble year front
the sale or other dispostion of property;

(0) Bad debts In Ihe ta itre of fi'it3cy balances ai(d
bills rcela 1 able asierlained to I)e wortlhless and clharged
off withill lie 1aI xab1e year;

(7) The anoont of lInterest arned dourhig the tax-
able 3ear which under sect ion 22 (Ib) (4) is excluded
froma gros Ilncomle;

(8) A realsonable illowance for the exhlilst Ion, wear
anid tear of lroperty, its proviled ili section 2:1 (I) ;

()) Charitable, lail so forth, contrilbtions, us pro-
vlded lii sectlion 23 (q) ;

(10) )edluictlonis (other tMan those speied h ii tills
slbsectionl) Its provilelia sectlon 23, but not li excess
of the iiui1nt of the gross lIncomiie Incld(ed llnder
subts3ection (b1) (1) (C) of this section.

(d) Deductions of foreign corporations. In the
case of a foreign corporation the deductions allowed
iII tills sectlon sliall be allowed to tie extexent provlded
II Supplemint I hi the case of a foreign corporation
ringaged In trode or business within tile UnItei States
or havin ig ti otlice or Place of t'IisbIne.s therein.

(e) Doitble deductions. Nothing Itl this section
shall lie cIstrlued to Permilt the sanic Iten to be twice
delucteI. (June 22, 1930, 9:00 1). inl., c. 690, § 204,
49 Stat. 1711.)

This st' clul, us einacti'd by ile I{ou.nlp Act of 19:10,
sUllriedes., 111 corraiuaaia t ig provlslta u of ilto' Ie'eIIIll Act
of 1934 (Avl May 10, 1934. c. 277, § 204, 49 Stitl. 7:11) its
amended by Act Aug. 10. 1935, c. 829, §§ 102 (d), 101, .11)
Stitt 10111, 101i7 It appiijijih. off tl o tiixablc yilrs beti 'Lliig
ailer Dec. 31, 10:15, by scction 1, mite.

§ 205. Taxes of foreign countries and possessions
of United States.

T1lt1 Isecioa was repnacted withoult cluig(, tby Act June
22, 193 , 11 : 110 . Ili , c. 11910, § 2i 5, 49 S tit. 171:1

§ 206. Computation of gross income.
Thi, hetrtion Wa11s iciaiatci(l wltlaoiut chlianga by Act June

22, 1936, 1) : (10 1. In., c. 0110, I 200, 49i Stilt. 171:1.
§ 207. Mutual insurance companies other than

life-(a) Application of title. Mutual Insurance
comlnllriels, other than life Insurace conpanies, shall
hi taxili In tlie same mannuer as other corporations,
except its hereinafter providd lii this section, and ex-
ce3pt that they shall not be subject to the surtax lilt-
Posed 11y section 13a, and except that the normal tax
Iimposetd by section 13 sh1all be it tte rate of 15 per
centomn Instead of at the rates Irovhiled I such section,
and such h'noial tax shall be ap11icable to foreign
corporatios as well iis dianiestle corlora tlolls ; but
forelgi insulrance coin1l11is 11o)t carryling on lil hli-
suranice laisliess withil tlie Unitead Staltes siall be
Itixable as other foreign COi 'li t loils.

(b) Gross income. Mutual ari-ln-1nsurance com-
palies shall Inicludi IIn gross lnconle lie gross pre-
inlhns collected andi recelheil by t1i1iii less amonuts

paid for rin11surance.
(c) Deductions. In adltlon to the ddothIillons

allowed to corporatlons by section 23 tile folliwfilg
de3luctions to Ilslrance conpanies shall ilso be al-
lowed, unless otherwise allowed--

(1) Mutual insurance companies other than life
insurance. III tile case of Im1ltual Insuirance cola-
pIanls other lhan life hsinranee onlpialiles- -

(A) the nlt addition require1 13' liw to beI nia(h
within tile taxale year to reserve foadlls (includIig IiI
lhe (ase iif iissessIImeIt Insulrance counpiles tile aictual

deposit of suas with Stlte or Teritorlii ofilcers liir-
snaillt to law its additions to guaralltee or reserve
finls) ; and

(B) tile s111s athei 11111 i 11vdenllIS p li within the
taxable year oil policy iind annuity contracts.

(2) Mutual marine Insurance companies. Il the
case of inntual innarine Insurance coni riles, 1ii adil-
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tion to the deductions allowed lin paragraph (1) of
this subsection, unless otherwise allowed, aitounts re-
paid tO pofIe3holders oi neeotnt of preimnluns pre-
vIousliy pall by thenl, and Interest pli lptn such
amounts between the ascertaninent and the pityient
thereof ;

(3) Mutual insurance companies other than life
and marine. In tilt- eise of inlitnitl Insu ranlce eOllt-
panles (iheludilg InterInsurers tind reciprocal under-
writers, but not Including inutual life or tual ina-
rlne Insurance companies) requiring their neinbers
to inake prehnl n deposits to provie for lasses anad
expenses, the amount of pretlum deplosits returned to
their polleyholders aind the it mount of premiun ie-
posilts retained for the piyiient of losses, expenses,
and reinsurance reserves. (June 22, 1930, 9: 00 p. fi.,
c. 690, § 207, 49 Stat. 1713.)

'This section, as enacted by the Itevene Act of 1936. super-
sele the correspondin I)iOVii sh o nt Of tlhe Revenue Act of
19)31 (Act May 10, 19:4, e. 277, § 207, i Stat. 7:15). It
iap liIes Olly to ttxable years beglntig after 1ice. :11, 1935
by heet ol 1, ante.

§ 210. Tax on nonresident allen individuals-(a)
No United States BIsiness or Office. There shill
lie levied, colhlected, nll ill(] for elach taxaleh year,
In lieut of tle t ax hnoSed 1)." sect tions 11 find 12, ilpoil
the tltiottt received, bty every itItore,'identllten ll di-
vihlial inot enlgaged Il trade (ir blusines within the
United States and not having tin llice or lilce of
huslness thereil, front sources within te United
States its Interest (except Interest oit deposits with
persons carryig on tie blnkig hls hiess), dividends,
I'enits, silaries, wige, pireiunts, niitlies, ctmenll-
sattlons, renitlneratlills, enilOhlluiet'S, o other tixed
or deterinihuable annual or Ilerlodieni gains, profits,
and( hilvollle, 11 Wlx of 10 per" (evltlnll (if suc(h allllllt,

except that such -'ate slhl be reducetd, In tie ease
of it resident of a eOllilllous Cotntry, to sucih 'lite
(intt less tliiill 5 per etitlli) its filty Iie provildel b1y
treaty with such ontry. The tax lImpesed by thils
stllsetitn Shall nit Intly to filly IilvIthlal if the
aggregate aititilit reeived tin hg tIlit' lt xabile yelr
frnt tile stmlrtes iabove specifled Is inore tla *21,(l()0.
(As i tendei Ag. 26, 1937, 10 ii. ii., e. 815, Title V,
§501, 50 StiIt. 830.)

(b) United States Business or Office. A noinresl-
dent allen Inlivilual engaged In trande or busiess In
Ihe Unitetd States or hauvinig fill oll'e or place of busi-
ness therein slhill l~e taxable witltout regard to tlhe
I'p vision( of subsection (it). As used ii tills section,
section 111), section 1.13, section 1.-1, find section 231,
Ile ihrase "engaged it ta'ile oi, Itstiess vlihhi tile
ITIlle St tlts''tee Illeft tie pe(,rformancltiee of ttersoital
services within tile Unitted Stiftes lit fily ttile witlll
the ttxale yeatr, but t's itt Include the perfi'nilice
of persotnlt servlces for a ionresilent alien Intiviual,
foreigln pirtiershill, or foreign corporation, nlot lil-gaged Ili trade or husiness; within tin(- United Stales,
bty ii noaresidenit allen Individnil temporarily (resent
lit the United States for it ieriod ot perlods not ex-
'etdtng it total of nlanety days irig tle taxale
elltr allt w'ltoe ctmpensltion for sil('i serites does

not exceed Ill tile iggregitte $3,000. Si'h phrnse does
not ihlude tile effectig of traisthton in Lith' Unilte(
Stites 'in stoc'ks, securitis, or colinnItles through it
resident 1Iroker, coiiisston agetnt, or clstl(Iat.

(c) No United States Business or Office and Gross
Incomne of more than $21,600. A nonresident alitt
Indilh'hhuil not en1gnged ill Trade or. business within

21e [ltle( Staltes fins (nt tvier ng ill ollhe or tla'e of
b)lileHS thberein whlo hals it gr'os's [llco)le for filly talx-
nb)le year o~f ino(re titanl $21,600) frontll ill(. soulrces slpeel-

Ilt, Ill tsect ttil (If), shl l lite saxable without regirdhthe ill(rovisions oif sub~section (11), except tlhat-

(I ) The gross int'inl e sl xll hIlu Inthly income
froll ie s lsecified ill Subsect ion (it); ad(2) The tl(luietfons (other timl the( so-vledh I "char-
Itabile (dduction " p~rovhhed fil s(e(ilhon 2131 (e) ) shlll
be( allowed onlly if find to thle exlent that tliey fire
p~roplerly jillhvle to li e gross Inctonlle f'ront tlhe sollreces
Slpeellted fit subsection (it); find

(3) Tihe a~ggretle or the iiorna lilt]n surtax idner
setiolls 11 and 12 shtu It, Ill ito t'tse, be less Ilii1 1 10
per ventllt (f t lit gi' tss itncoette frta I lit' situres
specifiedl lit sullsttit (i), (.ttle 22, 11013, ):(X)
I). fli., e. 61)0, § 211, .11) Stitt. 171.1, its iienlt'd Aug. 26,
1037, 10 it. i., c. 815, Title V, § S0t, 50 Slt. S30.)

lteveutie nele prior I to e lieveue Act of 1ti:t11 conitaied
no iprovtslots corresthtitg to tIh' se( tilt.

Act Aigist 21, 11:17, v. 515, 'ltit' V, 1 501, Titt stat. H:30,
added hIlst nltice It su et loll (it) iand ilsol 11totdtl still-
sectiton (c) Which atiply t ly to litvlt'- yvl's beglittiig

fiter Dtcenitir t1, 1I:it6. Thits utinlentiuii I ntitt1 l t ti) apply
to it resilelt of it 'olillguo' utintrv so) long tts there Is lit
effect t treatly with 1ohi couintry, ratified Itrhtr to Autiguist 20,19:17, Ifnder wlihch rates or tax uIqe slit i%\'lon (it) Of tis

sectloi, its It existed irlor to Atgtust 211, 19:t7, w'ee redttliced,

SUPPLMIENT II.- NoNll:SllI:NT Ai.ix I NItmviiuu.s

§ 211. Gross incone.
'l'hl teethio) was reeincled without chelig 1)y ,\t June

'22, 1936H , 1f:010 1). ill., v' (19(). § 212, 11) Stitt, 1.

§ 212. Deductions.
TitH set-tti I reeniet e (I withoutt eltng' liv Act Ju.1le122 6|'{, 1) :00 1). if. c. 0|90, § 21:1, .11)tStitt. 1715

§ 213. Credits against net income.
't'hls Hectioi w ts r'ht d WIithoutt chalge Ity Act ,hunie 22,

1936, 1):00 1t. In., c. il10, § 214, .11t Stt. 1715.

§ 214. Allowance of deductions and credits.
This secti on wa reenn'itd without change h1' Act June '22,10360, ) : 00 if. fi., c. (110, § 215, .49 Stitt. 1711 .

§ 215. Credits against tax.
'h'tilq sectlon wa reenatel without ehtli by Act June2'2, 19:10I, 0 :00 1t. fi., c. 0090, § 216, 40 Stitt. 1I f.

§ 216. Returns-ta) Requirenient. In tile ('its( tif
it n1onresident ali en thhe I iteurn, Ii Iteti of
i lie thne prescrlibed i section 53 (at) (1), shtll lit,
Inide oil or before I lie IIfteent I li iy of I tie sixtIi monlh
folhwilIg tile cltso of tie fiscatl y ar, or, If lie retlirn
is Illi( oil the iasis of the citetidiar yeatr, tlet on orliefore the fifteenth (liy of June.

(b) Exemption from Requirement. Suttjt''t to
Stilell conditltns, I nlit it lolus, tiillt exceptins an finder
st'h regulatons is inut3' le prescibeIt3' tit (T'otnittts-sdlner, wit]h fil(- applroval of the Sqecretarly, nlonresident

allen illlvidals stilijoet to ti l' tax Imosetd Ity section
210 (i) iiy lIe exemllted fron the requirement of
filing retnrts if such tax. (Junei 22, 1936, 1): 00 1). 1.,
c. 60, § 217, -49 Stitt. 1716.)

'l'ls &eetlo, us eflth' I e t' Ievene Act of 19:6,
sull] edu ' l(,de c~e(orreh])|)lling p iin s ]}'Vb o r t( .he iteve,)lne Aet

of 1934 (Act May 10, 19:111, e. 277, 1 216, 18 Stii. 7:17). It
appllt's Only to Ctxiltle yt'iirs tiegtiiliig tfter Dec. :11, 1935,
1iT setltion I, Iatte, It Is it reiiictltnitlut f 5t1'i] tirovlsiois
With th exceptitn of subsection (I) wiel I ltW.

§ 217. Payment of tax.
'thtis section was reelli'ted vi'Itluat cltlug' ioy Act ,tllle

22, 1)36, 9: 00 p. I., c. 600, § 218, .II Stuit. 1711.

§ 218. Partnerships. Fot Il't i ilosp t' Ii Is O 'rt tlp-
let', ut nonresient i tellItI Ifnvihlill shtll be consit-
t'ed its teing egliggell hi I tlde or Ii'liitss wtithin
the Unitedh States If ile Ile'artnership of wlich hie Is
it temltter Is so eigtgeh find its hiiivihg till oi'e o'
lhlice of business witilth thle United Sliles If tile
lu'tiershIt) of Which lhte Is it fieliter has such fill
ofllee or thlce (Ii of lsil-s. (,Ttne 22, 193(0, ) : Ott I. Ill.,
c. 6), § 219, 49 Slut. 1716.)

Reventue tncts prior to tilt' Reventue Act of 111:10 vontahned
no ttrovtshali corrpo(nhiihig to tils sectiuI.

SUlI'IA'IENT I.-FORItaoN VOR'IORA'MIONS

1 231. Gross income-(a) Nonresident Corpora-
tions. 'There shlll be levied, colleted, slith I)Ill for
eoch taxable year, lit lIht of the hlx iihtlosedt by see-
tIons 1:1 itnl] 1:It, npOll lie attllit reeeved I13 evry
foreign corporation siol entgagt'l Ill trade o isiiess
w Ihit l'le United hl l i tiltt lii ving itll oflt'e or
])Ill(' of bulsiness Therein, front ;olll'ces wlhhll tile

United Staltes its interest (excelt Interest on d eltost s
with p'ersons carrying oil tile I)tuk I ig Itushless), divi-
dendtIs, rents, sularle,, wnges, ltr nlitis, iii n tillies,
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COimIISatIols, remunertioliuis, ('illllelitS, or other
11xild or (letcr'ilinle ianual or il'riodi'll gains,
pIrollts, II11id InoClle, it tax (of 15 I'r ('('nln 11 of ,uch
8tn1l11 , ('Xtw mat Ihn it, l, us or tivw t ll (' lit( rtesliall be, 10 per (.4-1nlum1, and exce(pt Ihbi III Ihb l 'ae of

corpornltil orgalized I dllller t li lWs of iI (4alllitillOu
v'oliIIIr' soch'1 rate of 10 Iptr vo(ntulll Willh respct, to
dil'i hIl. i8 ll be red((,ll'l toisleh rate (not less than
5 l-' it un1) I( 11y13ll hi provhll Ide 1y treaty with such
count11 ry.

(I) Resident Corporations. A foreign corporation
engllg'd It Irade or busilcss withhin tli(' nJitI'd StILtcs
ol hn1vlng an ollhce or lahce of Ilulslls4 thervil shallI
b lihxillh willhtlnl nr{n'd to Ihe( plrovisions of sulb-

t-lt ihn (ii), but11 tlh(, loril tax imllosed b1y sectloln
13 sh1ll h1e it I i rail' (if 22 i1'r 'ictuni Ilnstelld of
nl ill I'Illh' IlovhllIll Sulch sectlon.

(c) Undilstribited Profils Surtax. A forviggn cor-
porillon shill not lIe Hulijl'l't to Ihe wirtix Inposed
Ily hvl.(lIon 1:t11.

(d) Gross Income. lit Ile v'ase of a forilgn cor-
Ollillon gross Inllnle Illk'hls only Ih{e gross Inlcomle

fron sources wilhin itlie United Stllt's.
(e) Ships Under Foreign Flag. Th. Ira tilm( of a

forl'igln corjllll l1111l, which o s(' ss (,XI'lisively of
v'arirhlgs (eivdI fron lhe IbeI l'ratio If t still) or ships
dhvl'lnt vn unde i I" Ih(, lows oif f foreign 'ounntry whicht
grinitls lilt equhiahlnt exeinm to c'itizeis of fihe

[J1lhtIl Slt( i11d to ('lIMl'Lhti oI 0l'g111z1'(1 I lile
niltd tallts, , slot I o lI' In'cl('dd In gross Income

and 811111l Ili, cxI'nellt frlln hl Xllth lhr Ildvt' this title.
(.I tile 22, 116, 9:00 ). Ill., C. 6Wo, § 231, 49 Stilt. 1717.)

This hectiln, ofR enlcei1 by till' ib'evll Act of 1)1M,
Hul~peIsedh-s Ill I 'l vori-Hpol ing prl isl ooslll Iol till- Revenullle Act

of 11131 (Act hlly 1), 19:11, c . 277, 1 2:31, 4M Stitt. 7:17).It alpllcH only to taxable yelirs IbeglnnhlgF after ]iec. :11, 19"35,
!I'V etion l. ante. Sulb',ectho.' (d1) litd I) lenlact ithlolt
)" 11 ill correi'lHpo ng plrovIions (of hl' 19il:14 lict. Sub-sections (it). (If), and (c) are flew lIn the 103|6 act.

§ 232. Deductions-|a) In General. In the case of
a foreign corolrailo till' eidutilos sill Ie allowed
oinly If nind to the exhuilt thatl they tire colUlCted with

inconll [ronll .1Cr 'll'S itihn glilini t nl1 States; dlib
the plrpr nlplrtlonnint andl allocatin of the de-(luc'lhlns Withll ('vt If outl's ,q llhln anti without
till United Shilles slmll I N.( ihrllnl Il lns'prohhdd In
section 119, undeir rules and rcgulathos prescribedl by
li(? CoinIll nlr Willi tile i1lirovi'li of tihe Secretory.

(b) Charitable, and so forth, Contributions. The
Ho-calh,(I "H'lirlilllle colntribution" deduc'tion idlhw(,d

by seltion 23 (q) shall be allowed whilher or not col-
I eltll Wit Incllm, front I urcII s witlln the Uni11tel
StI h1s. (JtIll' 22, 119311, 9: 00 p. II1., e. (11)0, § 232, 49
Stilt. 1717.)

'Tils XII'1, 11 enacltedi 1y the Revlnue Act lit 1930, s-
IperscIlIe ti li corresiolldilg IrlVIHIOnII If till' Itvlll mll Act of
1111 (Alt hily 10, 193.1, v. 277, 2:12, 48 Sllt. 7:17) a
aiended 11y Act A g. :10. 1935. . 8211, I 102 (e), 41 Slt.
l10111. It1:111c ot~lle. ll hilnbhe yenls b~eginning lilfer Dee.
:1., 19361. 1 y Hetlln 1. n ole It Is i effect it rvenntclnieiit
wlithoat tlhtinge of suchi pro visions.

§ 233. Allowance of (leductions and credits.
'i'lls vtllhn wits relnhtI'd without chalnllge Iv Act June

22, 111:1 , 1):1)l1 p. il., v. 6190, § 2:11, 19) Stitt. 1717.

§ 234. Credits against tax.
Tillls svetln wvaH reetnactedl without chant~ge IlI,' Atl June

)22, 1930,. 9:00 1p. ]i1., c 6901, § 231 1t.1) ,-tat. 1718.

§235. Returns-a) Time of Filing. Ili It' laze
oIf it f'ore(ign cvlrlorilh lol hlliVIng lilly ( 111(ev or p~lae
oif huInlss Inl the inlheI Shlhes Ilie rtunrn, In lHim of
tit flhne prelsc'ribedll nsection 153 (it) (1), shall Ni,
Ilndeh oil oir be~fore, tlivl Ifftenth (Illy 'ifl tile, Sixthn Month
fIll WIng Iil, . sp of tile liscail yar, or, If the returi
1s I111li' (Ill Ilit' 1 l of till( n clllar yeirir then onl or
befIrl' till' ifteiilh ity lt' Junle. It' iny foreign Cor-
ioralolh hs n-4 o~l(ive o~r I~leof bulivh." Ill the

Ulhtld Stilts Il has lilt lgUl' In ihe Unlited States,
tlhe return shill] Ito, lllih, by tile( agent.

(b) 'Exemption Front Requirement. Subject to
1(111 (OtllIllllsn ns,111111 atilt 'Cetlons alnd u 1er

sltih I il'gllh14Ill 1t 13lly I, Irlcrilbed 13' i he Con-
inissloner, with the aplproval of thit Secretary, coiIo-

rations subject to the tax impoqced by section 231 (a)
may be exempted from tI't( riqui'enent (if tiling re-
turns (if such ta x. (June 22, 1136, 9: 04) p. i., c. 690,
§ 235, '11) Stat. 1718.)
ThlIq Oct 1se Icto , Iii 113' Ihi' b tly','hR lllveu Act or 1owl, super.

sqi<+i+' f]Io' corrv,81)Otlin provisionsH of the |[lvvlanlo Act of

11134 (Act May I0. 1931, e. 277, I 2:15, 18 Slat. 7:18). Itupple~hs only to llxule yenrii beginnin~g afher Dec. :31, 19315,
Iby ,v( Wlll 1. flat(.. S1olm~vtIonI (111 k~ it n-velllleinlellt (if such

tIrolslo1. SubmIctlon (b) Is iew wvith the 11130 act.

§ 236. Payment of tax-(a) Time of Payment.
In ti le cas' of I foreign col 'lIOrllll nIt lItvlig tlily
<)ffice or place oIf busihess iii itn United States the
total itiount (if tlx Imiposed 11y this title shall bepaidl, in hll (i f ilhl( lliv plresc'rloibed In Section 5t; (it),

oil till(. iltllliih (Illy If lit1e fllowing ilt' tlose of
ill',- call' year, it If t te retrn sloul d be madell

on the basis IIf it 1isull year, ti'liIl till, fifteenth
I'ly of tilie sixth mi)nth follhwing the Clo se of the 1iscitl
year.

(b) Withholding at Source. For withholding it
sour'e of ta h oX iI neollle, of[ foilgil corplorations, se

section 1-14. (Jtne 22, 11)36, 9:00 1). ni., c. 6UO, § 2:36,
49 Stilt. 1718.)

This slcion, is cinic',d Ii li ItevenIpu Act of 11)36.
si}, es, lOw corlempiolldill: pro'lvisions1 of the |tevetlU Acet

of 19:1 (Alct Nl, ll, 111:1, e. 277, § 2:111, .18 SinI. 738).It 11)lMPh' 0111Y 10 tiXlll)h,- %Vlach 1)(,glllnlg afhtr lN'. 31,
1 1:3, by tivcillonl 1, ltlte. It Isit aieviictinent o~f ulli plro)

-

vis Ions with thle e~xceptlion o f till reference Ill subsction (b)
to section 114 Instead of sivctloll 113 .

§ 237. Foreign insurance companies.
This sectho 1was reent 'lv' wihou clange by Act Jlle

22, 10:36, 10:00 p. Ili., t. 6110, § 2:17, .Ill Slat. 1718.

§ 238. Affiliation.
'i'lls seion( was reiiacteil wIllhout cull I e I) Act .un0

22, 110 1, t :00 1). i1., c. 69110, 23 , -Ill St it. 118.

SUP'LI:,M,,NT ,I.-POSSESSIONS OF i11 UNITED STAT&'S

§ 251. Income from sources within possessions of
United States-(a) General Rule. In teil cas' (If
citlizns If tile United States ( idI estic cl'lorat IlIs,
slitlsfylig the following cindlitilns, gross Inoe
nCns liiiy gross ilcllle f'ioii sour'e('s witlin tile

United States-
(1) If 80 per centum or more of tll' gross incaie

of sutch cvitizl or doliestic crllporation (eolnllltl'd
witllt the benetit of ths section), for the three-
yar lperild lImmdiately 1receling he close of the

taxable year lort for su h part of such perliod Inie-

dlhly lpreccdilng the close of sutch taxable year asmay lip app~licablle) wits dherived1 from sources within

U1ilted , Of the UnStted Stifes; onr
(2) If, lil tilt case oif such corporation, 50 per

Celntun or iniore ofitsI gross Incoine (compuated Willi-

oulI' t (i fi this set1 th1n) for such l eI1 IH-io or
suc llarl thereof wils ferIe fronl tle net'illl ltofduct
of trade or Iusiness within it po1Ssessionl of tlie
United States; or

(3) If, hi Clo e of tict' c'i tzenlo , 50) ]pr cl ntu or

illire if Ills gross Incomne (t'lliilh(I Without tlI
bolvlt of this s ection) folr such Ipvrhod oir stich part
lhlwreof waIs derived front lhe( alctive conduct of I1
tradle or bunsiness within a possession of tile Unlit(,(]

Stat's 8 itr 111i Ills own accout or ll lil eloye
or el, ntill I( a tIoher.

(b) Amounts Received in United Sates. N -withstanding thv lprovisions of subsection (at) there
shall hIn hcluded Ill gross Income fill anlllulits r(elvedl
Iby su(ch citizens oir corponrations wllhin the United
State,; whether dhvrlved fro:nt soures withinl or w%-llh-
out the United States,

(c) Tax in Case of Corporations. Ili tit' (a,' (if a
doniestle cor o tlllrt1 ll itdth' to lhe !enitlts of this
section1 the iornl tax imsed by sccilln 1:1 shall 'e
lit the r IC of 15 per centi istead18 (f lit I le rlles ]ro-
vided In such selhtn1l, lilt1 s1] 1 II ('acl'illilo1ll shaill not
be subject to the surtax Ilposed by sel loll Mi.

(d) Definition. As used in this sectin hil, trin
"imssession of tile United Stattes" does sot Includle the

Virgih Islhin1. (If the United States.
(e) Deductions.
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(1) Citizens of the United State. entitled to tile
benefits of this section shall have the same deductions
its are allowed by Suppltetent II iii the (-lse of ia iolt-
resident allen Ilnlividuai engaged il trade or business
within the United States or having lilt oflice or place of
business therein.

(2) I)onstie corloratlons entitled to the benetlts of
this sectio shll Ia ve the aic dledunset los as are
allowed by Suleimhcaent I in the case of a foreign corilo.
ration engaged In trifdle or business witlhin the United
States or hiaving llt oilier or place of business therein.

(f) Credits Against Net Income. A citizen of tle
United States entitled to tie henellt s of tills section
slodi lie aihlwed It personail extnlitlo f of only $1,0O
and sliall not Ire allowed the credit for depentdent s pro-
vided fi section 25 (b) (2).

(g) Allowance of Deductions and Credits. Citi-
zens of tie United States anl lonilestte corporaltions
eutitled to the benetit s of tls section snhall receive (lie
ben ett of tile deductions and credlits alIlowed to thbelm
III this title only by illing or ctausitng to be tiled with
tie collector ii true and aceurate return of their total
Inctomie received froni till sources iii the United States,
In t lie mu nner prescribed In t I is title; lneludig therein
lilt the Information which tie Coininissoier inay d(eein
necessary for the ctleultion of such deductions aiid
credits.

(Ii) Credits Against Tax. Persons entitled ti tile
1 IcantltS of tills secti oi, shtalli not be allowed tile credits
agnlunst the tax for taxes of foreign countries and li] s-
,iesslons of the United Stites allowed by section i 1:1.

(i) A liliation. A corporaton entitled to tie
benetit s of this section shll Iiot be deeined to Ihe aflll-
a ted with tiny otlher corporat ion within tie ineaiiiig
of st'l ilo 14.I, (Jiie 22, 19:1, 9: 00 1). ii., c. 6)0, § 251,
49 Stlt. 1718.)

This section, as enacted by ttie Revenue Act of 19301, supvr-
edll(, cth i iorl,'esl llI iig iroivisifiii4s of the tievooil Act of 1I03I

(Act May 1l), 193-1, e. 277, 125, 5 Stal. 7:ts). It alifli's ooly
to liixibh years beghiniIhg ifr Dec. ,l, 195, by section 1
ante. It Is n ruenactni'iii or such provisions vtl I the excep-
tion of chaniges and additions I Subsectlions (e) nIt (e).

§ 252. Citizens of possessions of United States.
'tils het Ion wiis reicinted without tllIge ty Act June 22,

1936, 1 : il) p. ii., c. 690, 1 252, t) Stilt. 1719.

UPPPjXIMIKNTl K.-(IIINAk TIRAMI. ACT CORPORIATIONS

§ 260. Taxation in general. In the case of ii cor-
Ioration organized under chapter 4 of Title 15, the
norint tix Iinosed 1Iy section 13 shall e lie t the rate of
15 per ('entuni Instead of ilt the rites iirovided In such
section, ind such it corporation shall not be subject
to the surtax Inposed by section 13a. (.Jine 22, 1930,
9:00 1. i., c. 690, § 261, 4) Stat. 1720.)

Ite chie acts prior to the Revilite Act of 1936 containedno Iprovisions correilontliug to tils Section.

§ 261. Credit against net income-(a) Allowance
of Credit. Foit' it iirnposo only of tilie taxes lilt-
posed by sections 1:3 and 312 of tllis title tlhere
sliall ie titwed, in tie itase of it oriloration organfizetd
un der (lilliter 1 otf Title 15, in iddlitin to the credits
ng lust itet I lcoli otherwise allowed such corloratitn,
it credit aginiist tie net Incolme oif llt nliinlit equal to
tile p urolportil of tlie net incuioe derived fromt stoill'ces
withi hhutlln (dletermined InII i shnlhnr manner to that

lrovided Iil sectitn 11)) which the par vilhte of tile
shlres of stoelc of the corpioratii (ioownel ol the lust
flty of th, taxiible yeaur by (1) persons resident in
('hina, tie lJnited Sltt's, in los, esstns of the United
States, and (2) Ilndivitl citizens if tile United States
or Chliiun wherever residtlt, bears ti t lit par vii of
the wtole number ot' Sliiare's f stock of lhie corporatil
oitslit i ii o(Illn such date: Proridcd, TIhutt iII no case
slitl the (I hllnutlon, by reason tif such credit, of tie
tax Imiosed by such section 13 ('onmputed without
regatrd to tiis section) exeed tin', Illaiiouit of til, sieciail
dividend ertilled under subsection (b) of tills sttlon
aIld Il lie liste shlill tile dtiilu tloll, by reason Of sluet
credit, of flit, tax Impsed by sulch section :1.12 (coin-
iited withoit regard to tills sectio) exceed ttle
amount by which such special dividend exceeds the

diiii nIn lolln ipernitIed by tis section Ill tile tax Inlosed
by such section 13.

(b) Stpecial )ividend. Such credit shall not le
allhwed unless the Secretary of Conmnierce has certified
to tie Coiinissioner-
(i) ''hbe iount whih'l, during Ililt, yer ending ot

the (ltite fixed by law for tilnlg the return, hlie corpora-
tio tills l ist rl li Ietl its it speelnI divhdend to or for
the benefilt oft such p)ersonsq its (inl t, last day (if (lhe

itixalble yeair vre restleu IIll htia, Ilit' Uited talIt.
or possessions of lit' Unlited Stiltes, or were Indvihlal
citizens of tile Uited Sttes or Clhina, and owned
shares of stock of thlit corlortion;

(2) ''it such speelial divilen its in, util to itll
otlher ilnloullts, payblle or to be payale l Slh ier-

sots or for their Iieneilt, by reason (if th i hitrest
i the corploraltion; arnd

(3) ''hlat stcl (list rlriblt lon lls ieen il'de to or for
tit' belt of such ittlersonis ii prolorti h to lt lar
Value otf the slrti f' stock oif Ile cti lrlit lollin ownteid
iy ecl ; except, that If the ctroiritioli ills lolre thaln
olne icliss of stock, ttei certlileustesliil etll ltin it statc-
itinlt thnt the iirtt'seles of It'orporation irovide iu
metlhid for te atiportinltn't of sut'l slpeciail dividend
tniong Such iip21ersons, iaid that tie |iiUtnt certIlled hits
been distributed Ili itecordance witht Ilie iethod so
iiroviled.

(c) Ownership of Stock. For lhe itlrioses of this
section shlaires of stick of it eortorttloil slll Ie (in-
sidereal to Ile ownled Ity thle plersonl iu Whoin the eilul-

Itble right to the Income front such liares Is lit good
filtt h vest ed.

(d) Definition of China. As utstil ill tis section
fle terin "Clilla" slull iive Ill(' saIne itt't ihilg as

when used il Clplter 4t (if ''itle 15. (June 22, 19)316,
9:00 p. In., e. 190, § 262, .it) Stitt. 1724).)

Tihis teellon its ('llet by the Itevuli lie Act of 19:1t,sutert.edeH ilthe correspjondingii'vhi e hItvelpAc

of 1931 (Act May 10, 1931, .277 § 2111, IS Stilt. 710) lii
aniendei by Act Ang. :t0, 111:15, e. 921t, I 108, I1 Stilt. 1019.It all)]IIh'H Wily to tllbhilt year,4 be'ginning o~ffer Ile(,. :11, 110:5,
by Section 1, liilt'. It IS II r iil llllil of such iiroviHiois
%Iilti the exception of chilgi's Ild lidditiilI hi Nitl onctiol (it).

§ 262. Credits against the tax.
This section was reinated wtllihot cluingo by Act June

22, i930, 9:00 Ii. ni., c. 090, § 213, 19 Stilt. 1721.

§ 263. Afiliation.
Thts setion wiIs reeniited without hegir b, Act June

22, 10:, 0 :00 1). iii., c. 610, § 261, '19 Stt. 172

§ 264. Income of shareholders.
This section was reelieted witlout ihligi' by Alt June

22, 10"36, 9:00 p. ill., c. (10, § 2115, -ii Stitt. 1721.

Sc1I'1:MINT L.---AHsESIMEN'r AND COLIVI "'IIN OF
l)El. ICjI ,N CI I':.

§ 271. Definition of deficiency.
This slion was rveilo(i witholt (hll lig by Act June

22, 19:6t, ): 00 ). in., c. 600, i 271, tO Stiat. 1721.

§ 272. Procedure in general.
'lhlk Hveyion was reennelvd wlthootl 4 uangi, by. Act June

22, 1930, 9):1)0 1i. ill., c. 190, § 272, .9 Stitt. 1721.

§ 273. Jeopardy proceedings.
This, Hetil wits reconcvtfd wilthonl cu(-11 by Act ,hinvl

0,3 ii't, ): 00 p. ii., c. 01)0, § 271, 41) Stitt. 172:1.

§ 271. lhulkruptcy and receiverships.
'lhI[ Section a'll8 rcivlicted wltho ll tcliilliI tv by A t .tulle

22, 19361(1, I:00 p. iii., c. 1)90, 1 27 I, Il) Stat. 172.5.

§ 275. Period of linitation upon assessment and
collection.

(d) Shareholiers of foreign personal holding com-
palies. If te t|lXilyel' olliltS frot grlosu, Ilcollle lilt
inotnlt pUroperly lincludil-le therein unlder svelhonl 329e

(b) (reltilg to ihe Ilchlusio Ill ti gross In'olu' of
United States sharehodrs if thir dlsllbiultive
shllres of t e nlilt( istr ilt ed Suplenment Q tnt Ileoli
of ii foreign iirsonail holdhig illilinty) Illi' tix ilntiy
It, liisq'sstl, or it plroevt'vdig iii cotirt for litie tollee-
lion of suth tlix ittity be begunIt withotit isscssiilent,
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lit inny tilat withhi seven years afthr the reiturn was
filhd. (As adled A [g. 201, i19317, 10 a. in., c. 815, Title
11, § 206 (it), 50 StAlil. 826.)

(e) Return filed before last day. For the purposes
of sl isittihimi ((i), (I), ( c), aind (d), it return filed
Iifor, lt' hnist diiy lre'ri bed by hiw for the filing
lierof sll li In onsihered ais filed on such last tiay.

(As renumbered nnd aeilded Aug. 26I, 193:'7, 10 a. in.,
c. 815, Tlth' II, § 206 (I), 50 Stat. 826.)

f) Corporation and shareholder. If a corporaltio
rniikes lo rethuri of tile tax lnilmpsed by this cliiter,
bit (of t tile slirhiliers hilldes Ilu his retirn his
(list ri tlllth msliar of the net Invomne of the corpora-
ltln, O(wn the lax of it le corporation s1lill be assesged
within foilr yenars afthr the last (lte on which iany
slit'h tiureiolld r's retu wll s fil di . (As renlint-
litred Aug. 26, 1977, It) ii. i., c. 815, 'Title 11, § 206 (c),
50 Stilt. 826.)'

This seioCinn wa s reonailirtl without chiange tPY Act June
22, 19311, 9: 00 p. Ill., V. 690, 1 275, 49 Stilit 172.5

Ac Augisil 21, 1937, c. 815, Tle 1, I 200, 50 Stit. 826,
aided tillti eclh ii h , aiendeil "ild rmninihutird foriner sub-
seciton (dl to (e , alln! r(iinbred forulier subs cttoil (elas (F).

§ 276. Exceptions to general period of limitation.
This section was reenacted wiout cillange y Act June

22, 10:U, 9: 00 p. in., c. 60, i 270, 49 Stat. 1720.

§ 277. Suspension of running statute.
Thiis section was reeiiicted wiliout chinglo by Act June

22, 11:10, 9: 00 p. ii., c. 690, § 277, ,19 Stitt. 1726.

SUVPIMEI:NT Al.-INTERFST ANI) Ahi)''IONs TO TIlE TAX

§ 291. Failure to file return. ]in cus of any failure
to nlailce ai file return required by lils title, within
tte tMae prescritied ly law or lrescrlbled by the Coin-
inksslonier in pursian(e of law, unless It is shown that
such faihlre Is title to reasonabtle cialuse and uot due
Io willful neglect, there Shaiill bie idded to the tax:
5 tier centuni If the failure Is for not more than thirty
dlys witli till additional 5 per C'ltlii for elict addl-
lnut lhirty days or fraction thereof tiring which
sudli failure continues, not exceeding 25 per centuin in
the aggregate. Tile Uliount so added to any tax shall
he coilected lit tile sanme tiie and hi the line manner
and 11s u part tif tile tiix unless the tax tilts teen paiid
before the discovery of the neglect, i which case the
amunlit so iiatited shli lie collected in tie smine nu1nner

s ihe lilx. Tile aniouilt added to the tax under this
sectlon shall lie i lieu of the 25 per centuin addition
th tit( tax lroviled i sectilon 1512 (d) (1). (June
22, H36, 9: 00 11. il., c. 690, § 291, "t9 Stitt. 1727,)

This section, as enacted ity tilt Revenue Act of 1936,
iupersedes lhe correslondig provisions of the Revenue Act

of 19:11 (Avl May 1), 1934, c. 277, § 291, 419 Stit. 746),
It allples only to taxable years beginning after Dec. 31,
1135, by ection 1, ante.

§ 292. Interest on deficiencies.
This section was reenacted without eiange by Act June

22, 1036, 9 : 00 p. Ill., C. 61)0, § 292. 49 Stilt. 172

§ 293. Additions to the tax in case if deficiency.
This eclon was reenacted without chlinge by Act June 22,

1030, 0: 00 p. in., c. 010, § 293, 40 Stilt. 1727.

§ 294. Additions to the tax in case of nonpay.
ment-(a) Tax Shown on Return.

(1) General rule. Where the aliount determined
by tile taxpilyer ils the tax Iposed by this title, or
liny installhnent thereof, or any part of such amount
or instillent, Is not paid o or before the date pre-
scribed for Its plyment, there slill be collected its a
part of tile tlax, Interest uon stch ullit alount tit
the rate of 6 per centui per annunl from the date pre-
scribed for its payment ltil it is paid.

(2) If extension granted. Wlere an extension of
time for paymel of tle 1t1lount so deterlilled as tile
tax by the taxpayer, or tiny istallmnt thereof, has
lleen granted, nud the illountl tile thne for pllymnent
of which luis been extended, and fthe interest tlhereon
determined under sectill 215, Is not pltd] In full prior
to the expiration of tlhe period of the exteonsio, then,

Iu lieu of the Interest provided for In paragraph (1)
of this s4ubsectlion, interest at the rate of 6 per centuir
per ilnlil shll be collected oin such unpaild anount
front the dale if the expiration of the period of tile
extension until It Is pail.

(b) Deficiency. Where a deficiency, or any Inter-
est or additll amounts assessed in connection there-
with under section 292, or under section 293, or any
ddlition to the tax Ill ciise of delinquency provided

for In section 291, is not paid tin full with1 teli days
from the dite of notice and demand from the col-
lector, there shall he collected as part. of the tax, i-
terest upon the unpahi llaount tit the rate of 6 per
centuin per annual froit the diite of such notice and
deniid until It Is pud. If any part of a deficiency
liroralted to tiny unpaid istillment under Section 272
(I) is nt pait i full oil or before the (hite prescribed
for tie paymient of such installhent, there shall be col-
lected its part of the tax Ilterest ulpon tie unpaid
Ilnmount lit the rate of 0 per cenltunil per annunl from
silcl date unlIt Is Paid.

(c) Fiduciaries. For any period tin estate Is held
by ii fiduciary appointed by order of iny court of
comlipetent jurisdilction or by will, there Shill tie ctl-
lected Interest tit tie rate of 0 per centui per annum
Il lieu of the Interest provided Ill subsections (a) and
(b) of this seetioi.

(d) Filing of Jeopardy Bond. If it bond Is filed,
Its provided In section 273, the provisions of subsee-
tions (b) and (e) of this Section shall iot apply to
the itaount covered by the bond. (June 22, 1930,
0:00 p. in., c. 690, § 294, 49 Stat. 1727.)

Tilis sectou, n8 enaceiId by the Itevnue Act of 1936,
slllersedh's the corresponding provisions of tile Revenue Act
of 1034 (Act Mlay 10, 10:14, c. 277, § 294, 48 Star. 7.17). It
Ilppllies only to laxliie years begiilniig afler Dec. 31, 10:15,by 'SetlOi 1, ante.

§ 295. Time extended for payment of tax shown
on return.

Thl seclion was reenacted wlliolit change by Act Juno
22, 1936, 9: 00 p. in., c. 690, § 295, 49 Stlat. 1728.

§ 296. Time extended for payment of deficiency.
If the time for the payment of tiny part of a deficiency
Is extended, there shall te collected, as a patrt of the
tax, interest oil the part of the deficiency the time
for payment of which Is so extended, tit tile rate of
6 per ceutuni per aniuin for the pieriod of the exten-
sion, and no otlher Interest shall be collected oil such
llart of the deficilency for such period. If the part of
tile deficiency the time for paylent of which is so
extended Is not paid In accordance with the terns of
the extension, there shall be collected, as a part of the
tix, Interest on such unpii alount tit the rate of
6 per centuin per annuni for the leriod from the thne
fixed by the terns of tle extension for Its payient
until It is pid, and no other interest shall be collected
oil such unllpld amount for suci perihd. (Juie 22,
1930, 9:00 p. in., c. 690, § 200, 49 Stat. 1728.)

This sectIon, as enacted by the Revenue Act of 1930, slper-
sedi-s lie coreitlionllng llrovisioiis of tle ltevenul Act of
1931 (Act May 10, 1934, e. 277, 1 29)6, 48 Stitt. 7,18). It
applies only to tiixable years begining after Dec. 31, 19:15,
by bectilon 1, ante.

§ 297. Interest in case of jeopardy assessments.
In tue case if the amount collected under section
273 (1) there shall be collected lit tile sne flutw us
such amount, ind its it part of the tux, Interest lt tile
rate of 6 per centu11 per annui upon such aniount
from the tIite of the jeopardy notiee and dendnd to
tile date of notice nod ideland under section 273 (1),
or, In the case of the amount collected i excess of
the atmount of tlie Jeopardy assessment, iterest us
provhled In section 292. If the iiount icluledd in
the notice anlt dtemantid from the colleetor under see-
lion 273 (1) Is not pail i full within tell diys after
such notice and demand, then there shall lie coll(cted,
its part of the tax, interest upon the unpal amount ut
the rate of 6 per centuin per annum (or, for tiny
period tile estate of tlhe taxpayer Is held by in fitueldiry
appointed by tiny court of competent Jurisdlctlon or
by will, tit the rate of 0 per centure per annum) from
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tile date of such notice and demand until it Is paid.
(June 22, 1930, 9:00 1). in., c. 690, § 297, 49 Stat. 1728.)

This section. as enacted by the Revenue Act of 1930, su, er-
sedes the correspoudintg provisios of the Revenue Act of
1934 (Act May 10, 194, c. 2117, § 2917, 18 Stat. 748). It
applies only to taxable years beginning after Dec. 31, 1980.
by settion 1, late.

§ 298. Bankruptcy and receiverships. If the un-
pahl portion of the claim allowed In a innkruptcy or
receivership proceeding, its provided in section 274, Is
not paid In full within tell days from the date of no-
tice and demand from the collector, then there shall
be collected its a part of such amount Interest upon
the unpaid portion thereof it the rate of 0 per centuat
per annuim fromu the date of sucli notice fin( demand
until payment. (June 22, 1936, 9:00 p. mit., c. 090,
§ 298, 49 Stat. 1729.)

This section, as enacted by the Revenue Act of 1930,
supersedes the correspodIng provisions of the Revenue Actof 1934 (A(t May 10,I1934, c. 277, I 298, 48 Stat. 748).
It applies only to taxable years beginning after Dec. 31,
1935, by section 1, ante.

§ 299. Removal of property or departure from
United States.

This section was reenacted without change by Act June
22, 1930, 9:00 p. at., c. 600, § 299, 49 Slat. 1729.

SUPPLEMENT N.-CLAIMR AGAINST TltANSERi'EE S AN)
PFII)UCIAalES

§ 311. Transferred assets.
This section was reenacted without charge by Act Junc.

22, 10:10, 0 00 p. in., c. 6910, 1 :Il, 49 Stat. 1729.

§ 312. Notice of fiduciary relationship.
This section was reenacted without change by Act June

22, 1930, 9: 00 1t. in., c. 690, 1 312, 49 Stat. 1730.

Sui'crP.PtENT O.-OVI':IPAYMENTS

§ 321. Overpayment of Installment.
This section was reenacted without change by Act Juno

22, 1930, 9:00 p. in., c. 90, 1 :121, 41) Stat. 1730.

§ 322. Refunds and credits.
This section was reenacted without change by Act June

22, 193to, 9:110 p. in., c. 690, I 322, 4) Stat. 17i1.

SUPPLEMENT Q.-OREIGN PERSONAL HOLDING
COPANIES

§ 326. Definition of foreign personal holding com-
pany-(a) General Rule. For the purposes of this
supplement find of subchapter 1) the term "foreign
personal holding company" means any foreign cor-
iratiol If-

(1) Gross income requirement. At least 00 per
centuni of Its gross income (as defined Ii section 329
(i) ) for the taxable year is foreign personal holding
company Icomo as dellined Il section 327; but if the
corporaltion is a forelg personal holding company
with respect to tiny taxable year, then, for each subse-
fluent taxable year, the mniliniii percentage shall be
50i per (et'ntum t lieu of 60 per centumn, until a taxable
year during the whole of which the stock ownership
required by paragraph (2) does not exist, or until the
expiration of three consecutive taxable years In eacI
of whlch less than 50 per centui of the gross Income
is foreign personal holling company Income. For the
lurposes of this paragraph there shall be Included II
tie gross Income the amount Icludlible therein as It
dividend by reason of the aiippllcation of section 321)
(e) (2) ; find

(2) Stock ownership requirement. At any time
during the taxable year more than 150 per centuii In
vitie of its outstanding stock is owned, directly or
Indirectly, by or for not nmre than live Individuals wlto
are citizens or residents of the Uaited States, hereih-
after called "United States group."

(b) Exceptions. The termt "foreign personal hold-
hng company" does not include a corporation exempt
frma taxation under section 103. (,June 22, 1936,
e. 0, § 331, its added Aug. 20, 1037, c. 815, 10 a. in.,
Title 11, § 201, 50 Stat. 818.)

2:11910-37-22

§ 327. Foreign personal holding company income.
For the purlioses of his title the teri "foreign per-
soial holdihg collpny iiote " eianis the portion, of
the gross income determined for tile purposes of see-
tittll '(1 (a) (1), whl'l consists of:

(a) Dividends, interest, royalties, annuities. Dlvi-
deads, Interest, royaliles, annuihti s.

(b) Stock and securities transactions. Except lit
the ease of regulitr dealers in stok or svenilt les, gatis
from the sile or exchlinge of stock or securities.

(c) Commodities transactions. Gails froti futures
transactions in itly commnodity ott or sublject io tile
rulles of it b~oard of tralde or eoinnuodily toxchanige.

This subsection shall not alpply ito gains by it producer,
processor, merchant, or handlr of the coUmmlodity
which arise out of bona fide h'dging transactits rea-sonably necessary to tIho conduct of Its bushness Iin the
mntiner it which such business is customarily find
usually conducted by others.

(d) Estates and trtusts. Amounts icldible lit
comniputing tle net, icoitl of Ih corporatt under
Suppttle'nt E'; a itI glis from lthe sale or other d is-
position of itiny interest lit it estate or trust.

(e) Personal service contracts. (1) Amounts re-
ceived under t contract under whicli the corioration Is
to ftirtish personal services ; if sotae person other thalt
the corloration his tile right to designate (by itntl(
or by descrlitio) Ihe Individtail who Is to performi
the services, or If the Ithividual who Is to perforiti the
services Is deslgtnatetl (by tinue or by dserliptiot) it
the contract; and (2) amounts received from the sle
or other disposition of such it contract. This subsec-
tion shall apply with respect to amounts received for
services under it iarticular contract only Iti at sOno
time during the taxable year 25 per centtni or mtore
in value of the outstanding stock of the corporatim Is
owned, directly or indirectly, by or for fiti individual
who Ias lerforned, Is to Ierform, or imay Ie desig-
nated (by name or by descriptiot) as the one to per-
form, such services.

(f) Use of corporation property by shareholder.
Amounts received its copnitIsatlion (however desig.
iated find from whomisoever received) for the use of,
or right to use, property of tile corporaltlion lit any
case where, at fit1y tite durilg the taxable year, 25
per centun or more it value of the outsttanding stock
of the corporation is owned, directly or indirectly, by
or for the individual entitled to lhe uist of tit prop-
erty; whether such right is otalled directly from
tile corporation or by tea,*,is of a sublease or other
arrangement.

(g) Rents. Rents, unless constituting 50 per cel-
in11 or more of the gross Itcone. For the 1)urposes

of tIhis subscctin the Ierin " rents " meanls colnltelisa-
tion, hotwever designated, for the use of, or right to
use, properly; but does not Itclutde tniuniats coisti-
tuting foreign personal holding coapitny income under
subsectIon (f). (.ltne 22, 1936, c. 690, § 332, its added
Aug. 26, 19t37, 10 it. fii., c. 815, Title II, § 201, 50 Stitt.
818.)

§ 328. Stock ownership-(a) Constructive owner-
ship. For the purpose of dtertnining wheither a
foreign corporation Is it foreign personal hoing coat-
pany, insofar its such determination Is bsed o stock
ownership under section 320 (a) (2), secttn 327 (e),
or section :127 (f)-

(1) Stock not owned by individual. Stock owned,
directly or indirectly, by or fi' it c'rloratioa, partner-
slill, estate, or trust sIa lie consldered its being
owned i'ollortloately Its shareholders, pariters,
or beielichitrhes.

(2) Fatily and partnership ownership. An ildl-
vilial slaall be ionsidered its owit ig tile stock owned,
diretly or Itnirectly, by or for his family tr by or for
his parter. For lthe prposes of this paragralh the
fatily of il Id'hiiail intluits only his lrotlrs find
sisters (whether by the Whole ot lialf blood), spmuse,
ancestors, find lineal descelathIlls.

(3) Options. If fifty person has an option to ac-
quire stock such stock sliall be considered Its owned
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by such pe'rson. For the purposes of Iis paragraph
Jill I onIJIll tI avitllr(, Sli33l iili o ait nod3, i e1 lch ( tile of
Ii w,'rles (If Sti(h (iitiol s, shall I' c(,sidereld IIs Jlln

o l l to ('q(ilrlr sllCh stock.
(1) Allplicaltiin of family-partnership and option

rules. I'ragrap hs (2) iitl (3) shall lie Iplled-
(A) For Ii hIr''.( (.lilts of It , Mock ownershilll r(qire-
,nl' , l lr'hhI I I(,ll 1 320 (i ll' (2 , If, bt Iill ly If,

ilhle (Il , I I o' 1 1mi wl l' c rll orlitlll it fll(.I gil t,('solilI
ho()hlig 'o (llile ;

(Il For liv 1 vi1'ss silel Sl ion 32 7 ( ) (rehlilg If

l 'lcrollilil et'.' I'vl(,il contrcs' ), i r (i f selh 327 (f) ( I-
nhl(g to M (Il of paroperty by 81111 1hlhers), If, but
Pnly If,Il I f Ill ll'l IIt 111111e( .1 11e l ('1' l li s er.l l re-
f(.11rrdll hiHldile lillher hlilli sllc(,ln ll is folreign

pe(rl~lill holdig (llllilll.V hlclvollev.

(5) Construtlive ownership as actual ownership.
rloc.k (oI lrull 1ly OII(I (' y 11 person|l'l' by resoln1 (of

Ill iliplihulilon 1f parallraph () I r 2) o r (3)hnl, for th
i sll' o,11 IIf app llyh lg panra graph (1) or (2), I li trll().

IIs 1i('ln1 y ri\lie yi i sli(h p)erson 1; bll slotk Coll-
,1 11 i\lo dey ll Il iy I (II) M 2ll1i till I)y rclIsOll of1 I( Ilp-
(Tllciol (I f | ir31 igilo (2) shll e rl'I t aed si llIl

"(I 'Id ly hhn frh Ifo Ow i'ps ot 8,111ll apilying such
paragraph li ordehr lo l nlkc anoltihr h(e conitrulctive
illr of tll' sh 'I.Ic.
(6) Option rule in lieu of family and partner ip

rule. If 1 omny bP considr(Al ts (oo edlllly ly Ill
lil(lilth ll un1(Icr iIl(,r ligralph (2) or (3) It shall

bile colsihrei It owned Iby l gIlll1 r )2ragraih (3).
(b) ('onvertile securities. Outstanding scnurltles

c'nvertll e ill s('k 111111 ro(I r not covet ilel (13t-

10g Ole llxnllh yIllr) shltill Ie considered i s ou1hlo-
|hig shoh-

(1) For th e prpllrtse 1f il11, soc 1(ip r111(8 l'1-
]n1nl1 ]rovvl( (0i sct(1i0 on l'2 (i ) (2), bIlo t oinly If the
pfr'l (ofII( Inclusi of till such securities Is to m3ke
I 329 crposrnlcoll e f oreign perso l nlllilly ;

(2) |For the purp erol f seciln 327 (e) (relat1ig

to eirsoaill r']'ce to alfrig) bi ll cnr tlil) tile ('i'ctr
of the Inllsln of J1l sI'(1 l lrilhsh eu t s Is t 111111 e the
n()itos hsr r ofrred to inclmdille utiler such sfl-

seti Illl ils fo'lign ( ,I. Ollill hldinhg ( O lloillily tcome;
und

(3) For th(, purpose oif se(,tion 327 (f) (relating to

illt, us(' (if n'rollrty by shareholders), Xut only If the
(ff(cl (if tile i(l0l(on oif ill such sei('u1tes Is to like

t1, ionrti's tllerelin referreI to incl(ile ntder such
sblsction its for'eign Ipe'sonal holding conmpaily lil-

T) hp requilh(qi'ntl I pliriigriilpls (1), (2), 1alli1 (3)

thiut Jill co(nv'ertible seculrities nunst lie hncludel if tiny
lire to bee h cludhe( slnall Ilie sub~loot to tile eIxcpjil
thalt, wvhere soinle oIf the olutstainhg sqcurilties IIl-(,

convertiblllle only a~fter it lter datle thlin hit the eatse (of

olielrs, the( (chlss halving tile evlrlier conIver'shin (latle nifty

lie Included( although the others tire not Included, Ibut
ni) o (nvertiblhe securities shalll be included unlless tilll
(outshlindihg . ,eiItlles balvinig it p~rior conversiwhon (lilte

III'(- allso) Includled1. (June =1), 1936I, c. 690, § 333, nts
aidded Aug. 26, ]1917, 10 it. Il., e. 815, Title 11, § 201,
50 Stilt. 819.)

§ 329. Gross income of foreign personal holding
companies-i|a) General rule. As used lit this Supple-
illeln with respect to it foreign co)rporatio)n tit(e terin
"1gross Incomle" lneqins gross Incomle compulllted (with-
out regardl th Iwolh(vishlns of Suplemecnlnt 1) its If
tlhe forei gn corlporathion were t dohmestic (corporation.

(b) Additions to gross income. Ili the ease of it
foreign pe(rsoinal holding c'onilliany (wlc(lhcr or not it

Unllie States groulp, Iis dhell(edl i shection 326) (it) (2),
existed, with respectl to such Coimpany oil the hist (ily
oif its haxabh, year) which wits it shareholder lin Jil-
othevr for'eign pvirontil ho)lding company oin the (lily ill
tlhe htxilble ycnri (of the secoln(d (ollily which wits tile
last (hfly oill whh'hl it Unite(d States group existed with
respect to the second~ eol])pliy, lhb.re shall be( included.
Its it divhhend, III thel gross hl('onle iif tihc irlst Cln-
1)any, for lilt, talxable year Ili which or with whihh

tile taxable year of the second company ends, the
linJunt the Ilrst company would have reeelve( as it
div(lll(nd If oni such lat (1ily there had been distrib-
3t(1 11y the second company, an1 received by the
s31lrellJlders, Ill' inlount which bears the s1ne ratio
Io tlhe un1'.tributled SuplleIhnent Q net Income (If tie
s(('oni( companlily foir its tallbe yeair its the p)ortionl of
s( ta11( xa (l'le ' ealr ill toI n ll ud(i ng s1' uch t list doll

blr Is to till' (',i' txable y ar.
(c) Application of sul)section (b). Tile ruhl In'-()-

vhhed Ill subsio .hn (b)-

(I) shall 13 111illed Ill tl(' (ase of a foreign pe'rs(al
]hling c((3111ny for the irplSe (If dt'rlmining its
undl~istrllll(ibe Supleme]nlnt Q noet hicolie whichl, or It

pIlarl If wIhlch, Is to 1e llude(1 Il tlhe gross Ihcom3e
III' Its 311'(,lohers, whtlher Unlled States sialre-
holdhers o)r other for'eign ipersonal] h(oldlg cOnlpaillhes;

(2) s81ll Ie 1ppli i hi thse01180 of every foreign
('orpi(ol wIllh respect to which i United Staes
grOllp exists (IIl s111 (lily of 11s taIXale111 yell', for tile
p1ill)ose of (e'terllinin1g whether such corporaolnl 1 llCetSthe, gross invoinu, requirenments of sec(tionl 320 (it) (1).
(,litte 2.2, ]I3,c. 690, § 3|34, its added(, Aug. 26, 19:17,
10 11. In., e. 815, Title 11, § 201, 50 Stitt. 820.)

§ 329a. Undistributed Supplement Q net income.
'or tlhe ul)llsoes of this tll(h- the ter'I " undist lbute(l
Sliplellivi~lt Q net hllconle" ]llelllS tile Supp)]lemlent Q

net Incole (11s deflned hi Iv('clon 320b) 1lh11s tlie
1n3O1(1t (If tlhe (dlvi(ilenls p11 crelit IroviCl in

sectio(n 27, ('omlpted ll wih olumt the ]vi'elitt of subl(sec(t(on
(bt) thereof (relitlng to, thc dihvhdendl carry-ove'r).
(Julle 22, 1031, e. (1090, § 335, (s a(dd Aug. 20, 1937,

10 it. ll., c. 815, Title It, § 201, 50 Stlt. 821.)

§ 329b. Supplement Q net income. For th(e pr-
lieses of this 1hapter tile tern " Suplllelnient Q net
IlOlill'" 111ll0s tile net 3Cl3le Wi llt ile followilg
adljust nlcnts :

(a) Additional deductions. T lre s1hal1 1e allowe(l
as (le(ctions-

(1) Fedleral hwlolle, war-lproilts, and (,xcesi4-lroilts

taxes pl or a(crtie1 dllring the tixable year 1o tlhe
extent n~ot allowed its a deduction under section 23;
lit not Inclullng the tax Imposed by secti3 101,
section 3:11 (elther Iefore or after Its amiendment oi
Auglst 26, 11137, 10 it. il.), or it section of '1 prihr
InComlle-tlx 11w ('l)rrespollnllllg to either o' such
sections.

(2) Ini Evil of tho dleduction allow(,( lby section 23}

(q), contriltions or gifts 1nde wihln tile taxalble
year to or for the use of (hlul'es ('scrilbe(d ili sectiln
23 (q) for the p)urposes thernl specified, to lii
amun3llt whilh does olot exceedI 15 per coltllni of the
comnlly's net Inconme, COintedl without the benefit

of this parIagraI1h and stcto !3 ((q), an(I without
the deduction of the(, aniount disallowed under still-
sectlon (b) of tlhl.,; seellon, and without ile Inclshio
1i1 gross i3loh0m of the 1iOUn1s Inclndil)le therein 1(s
dlividl(s by reason of the ap1catin of the p)rovisions
of sectin 329 (b) (relllig to the Inclusion 1i the
gross ilncole of I foreign Ie'ron0311 I1o1lhllg COlIItIlL y
of Its (listrilbit) lIve s11re of the un31istrlbutel Suipple-
]llelit Q niet hIncomel of anoti~her foreign p~ersonall holding
'o(11111113 In which it Is 11 shareholer).

(b) Deductions not allowed-() Taxes and pension
trusts. The deductions irovile1 Iit section 2:1 (d),
rellig to tlxes of Ii sh1'holer 1al I)y the ('orllo-
rlltioln, 3ll(1 Ii set'ion 23 (1)), relainllg to pensl(i
trulsts, Shrill not he lillowedl.

(2) Expenses and delreciation. The aggreg(' (if
the deductions allowed un(er sectiln 23 (it), relating
1o expenses, and section 23 (1), rehll Ito dere('la-
tin, which tire allo.ale to the Ol)writlhn Jil(] nulnte-
nlanc(e of property owVned( or oplerated Iby till, eollliyI.,

sha1ll e allowd(, onlly 0 l3 till noult 'qulal to the l'ellt
or otlher collpnsllht1 n redt'll for I lIet (ir right
to 1lse tile Itrlpl'ty, unless It Is ('shllIsilh( (under
1'('gllhn (ols l'escrilbed ( y he Coil mission (I with tile
llIrovi'lll of the Secretary) to the lIsflltioIl of the
ColllllllssiOller:
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(A) That the rent or other colillelnsiatlhu received
was tie highest olltaiii, or, if none wis received,
that to110 wits obtalnble ;

(B) That the Irolperty ws 1el Iii the course of i
IuslIess Carried rn lo I)Olii h for profit; and

(C) EIther that there Wslli rcasoiiaile expectationIlhoi tlie elleritlii (if the lprelweity vwotil result Ini a
Irolit, or t ill ile I)rolerty wits nlce(essary to the

icduet of the busiless. (June 22, 11)30, e. 690, § 3:10,
-is added Aug. 20, 1937, I) a. Ill., c. 815, TIlh, I11, § 2)01,
50 Stilt. 821.)

§ 329c. Corporation income taxed to United States
sharehiolders-(a) General rule. The ndistributed
Suilenllnt Q Ilet I lc Ollle Of ii foreignl( ersollial hol-
iig e(Iullyi13 8111111 he lil (l ill tie gross 1lo(OIlle of
the ciitzelns or resileits of the Unled States, (onlestle
(orlporainlsl , (i(estle l1rtnlershills, an(d estsats or
trusts (other haili estltes or trlsts the gross income
(if which i hder this cla]Iter Iiel(1es oly hicle froln
s(oulres withill tile 1li iettd Stiites), who are shlirc-
Illers Ill slich foreign persolnal holdlhig conIIllny
(lierelan fter called "United States shrhohellolrs")i
Ili thle wnner mid (o tile extent set forth Ini this
Supllolielit.

(b) Amount included in gross income. Eiicli
Unltel States shoreholder, who wiis 1 shloreli](ler ill
lhe (ly ill tile taxablle yer If tile cO(llilily whih was
the last day oil which a UiiIted States groll (its de-
fhIed il s-ction 3126 (a) (2)) existecI wili respect to
lhe cllany, sli 1l Inc(lue ill IiIs gross Illcolle, is It
dividelid, for the Iaxabile year Il which or with which
the tlIxl ble yellr of tile Colllpllny endis, the amo1lit lie
would have received 11s it dlvldel If o1 such hlist d11y
there ]lil( lieen dst riluted 113' the collp1)y, awid
received Iy the s]irehoh'lolllr 1 llllllt a lwhich bears
tie smile ratio to tile nndlstrlilited Suppenleint Q let
io(COlite of the (cO(lla1y for the taxable year as the
lortioll of such taxile year ill to ini(I iicludilg such]
llst dy bears to the entire tixi lel year.

(c) Credit for obligations of United States and its
instrumentalities. Each Uilted States shlareholder
shall be allowed it crelit agailst net Income, for the
purpose of the tax Ilmlsed by scectIon 11, 13, 13a,
2)1, or 204, of his prol'rioate share of the interest
slecflied Ill sectioln 25 (a) (1) or (2) which Is
hlcluded Ili the gross income of the company other-
wise t1i11 by the appllication of the provisions of
section ,329 (b) (relahig to the Iclusion Ill the gross
Iicome of a foreign 1)erso l holhlig comllany of Its
distrlibutive share of the 1ndistrilluted SuleIlleeill Q
net ileolle of 11oier forelgil plersonal holtilg coli-
pIany Ill which it is a shareholder).

(d) Information in return. Every United States
shareholder who Is required under subsection (I)
to include Ill hIs gross hIlconi a1 aiount Willi
reslie(l to lie 11ndisill ited Supleillelit Q let IlncoIlleof nt foreign 1)ersonial hollng COolmoy llliald whlo, Ollt
the last (lily oil which a United States group existed
witl) resiI)ct o the eolianMy, owlill 5 per ccItllni or
no(re In vale of tihe onutsti1n(11lig stock of such COll-
1any, shall set forth Ill Ills ret 111r1 in compilete detail
lie gross lllCOlll el It elos IIiI l credIt s, hlOt illcOale,

SupI deleuH t Q Iet I il'eolie, all1 11111]lstod 'll-lbtd 11 Suipple-
/loelit. Q net( iloco(le of such'] eOlll])lly.

(e) Effect on capital account of foreign personal
holding company. Ali Illollltl which li,ars the 81il1e
ratio to the undlstrilted SuplclCet 0 uet Incone of
le foreign Iersollill hohlhIg ciOlll11lly for Its taxable
year 8 I1 tlie porilon of sl(1h I ilxlll)(' year 111) ti 11111
h1h(111(ling the ]llst (lily oil which ia United States grotip
exist(d Witi rsleset to lie colnlil ny h1ars to the
culht'r I liXal)le year, shll, for the ppIrose of d(ter-
1111lig tlhe elfect of (list rlibut lo1s ill sulseluent tax-
IlIl(, yvul's b1y the corlrtloll, be considered iIs lcolifriltufool to calpital.

(f) Basis of stock in hands of shareholders. Thie
iillilllt r(11lh'led io he i uehlIlellit the gross Iliclllle
of a Unlited States shillrerl il 11er s1sect lh1 (b)
s1all, for the purplose of adjustlhg the basis of hIs

stock with respect to which the dlstrlbilon wouli
have beel made (if it hod been ninde), he treated as
having been rehivested by tlie shareholder as it con-
trilbtion to the eapi l of lite corploraion; bllut only
to Ile extent to which sueh allellnt Is illnd III Ills
gross hwvoine Illi Is rel0lir, hlicrelsed or decreised by
ny ad (j uist mlelit of Such iiuount I lit hist ( eruni ln-
ion of the sharehohrld's lax Ilillllty, made before

tie explrition of seveli yelrs iifl er tile (ilet( pre-
sellied by low for filing the return.

(g) lasis of stock in case of death. lor basis of
stock or securities Ili it forelgi piersonal holdhlig con-
1 ilty acquired from it decdelt, see sectoi i 1113 (1i)
(5).

(Ii) Liquidation. For amoint of gain iIwo hito
account on IhIquithion of foreign personol holdig
cmiilmiitiy, see sectilon 115 (e).

(I) Period of limitation on assessment and collec-
tion. For lperlo(l of limtIlltiou on I ssessnivo, lli(i
collethIon wit liOt lssessilleilt, ii ease of fll ilie to
lilI(ihlue il gross tiicooiie t he ahillilllt lroperly hiolhdl-
Ie I herein un11r sulisecl lou (1)), see secti 1on 275 (d).
(Juie 22, 1930, c. 6!)0, § 337, ns added Aug. 20, 1037,
10 ii. Ill., c. 815, Title 11, § 201, 50 Stlat. 822.)

§ 329d. Information returns by officers and direc-
tors-(a) Monthly returns. On ihe flfelItenh dy of
elach Illontli each inJll(idiJlihll who oil Sleh (Illy Is lilt
offlier or I direcor of a fore~g( eign lcorlathi whhih,
with respect to Its taxable year (if lnot legillllig
more than twelhe ni itis before August 2G, 1937, t
a. Ili.) precedig the tixable year ii which such
1110111h occurs, WilS ii forelgnl plrsollill holdiig coil-
paoy, sliall file with lthe Conlissier it return set-
lig forth with resliee to thle Jieellng cilendatr
nioith the liaic lldt address of ouch sharellolder, Ilie
class a(1 lullmber of shares held Iby eii ch, together
with iny eliiges fli stockloldigs during such period,
file Ilii lme and1(! lddress of ily holder of seeulities coll-
vertible 1Into stock of such corloraltlol, mll slih olier
ilformaion with respect to the stock md seen'ileis
of the corporlhon as tie C.minissbnier with tlie ill)-
provill of tile Secretlry shillI by reglilil t lons prescrI be
its leeessary for (arrylllg (lit tile lroviolns of tiis
Act. ''le Commissioier, wilthe ille iplrovi'l of Ili( See-
retry, may by regulathi s preserl I(, 11s the lerilod
wili reslect to which returns shall be Illed, a loliger
period than it mouth. Ill such CIISo tie retulli shall
be due ol tile liftenth1 I dy of the sliceldJhg leriod,
1nd sliall be filed by the Individuals who oi such (lily
tire officers m1i1 directors of tile corlorltIIo1.

(b) Annual returns. Oii the slxtieih 011(l lifter tile
close of tile taxable yea r of it fo(eign ierisoail holding
CollililnY elach hildlvhhu( who On such sixtieth Illy Is
an itlicer or direelor (if the corporalloll shall tile with
the Conuniisshloer at retulrn settihg forth--

(1) Ill comlite detl 11 the gross licole, deductions
till(] credits, lil loiole, Slllllell!iol Q Iiot. inolnile, tilll
undistriblited Su1 lliiieitf Q iet income of such foreign
oIersO1I] illn g eoinpniiy for such taxable year; oln(]

(2) The slile hforla tlol With respect to Slleh pre-
edlg taxille year 11s Is required ill slhset Jon (a) ;

except ll If 11 tile Ie1111hred reports wilh restleet to
sitch yealr live leeii filed l iider sill(sectih)n (In) n1o
izlforlllalloll Illlller this p)lrilgrhllh lie(11 he set forth lIt
lie inual report. (,June 22, 1931;, e. 691)0, § 338, its
added Aug. 20, 117, 10it a. li., e. 815, Title I11, § 201, 50
Stat. 82:1.)

§ 329e. Information returns by shareholders-(a)
Monthly returns. Oil tie fiftei 1lh diiy of illeli l1(11t ih
echci United Stltes slil rellolder, I)3 or for whoml 54)
p)er eloi (11 or iore ill vahl( of t lie IIts (lhlig stock
of Ia foreign corpora ton Is oWlell (irectly or 11-
reetly ( hle lillg in the eise of li i(idlvhh1l, stock
owed 1by tile IIIlllbers of his filllly 11s (hi'llied Ill se,-
tihni 328 (a1) (2)), If su('h foreign colorora (h11 wlth
leslect to o Its illlel ye, i (if (lot hegilillilig Illore
than IwelvO liolihs lefore Augiti 26, 19:17, 10 a. i.)
1rcetdlg tile tIxilblh y1 ei Il whiclelich St1 lloih o(cuIrs
wits a foreign personal holdlng couipitl y, shall file with
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ihe Commissloner n return setting forth with respect
to the lpreceding calendalr ionlIi the na e iand address
of eich shlireohhr, lhe i ciss aind numiiber of shares
hlId by echli, logether with tiny chianges i stockhold-
iiigs diring such perloI, thie lillfill ind ilress of
tiny holder of securlitls convertible 1 into stock of sulch
'orlorlition, find such other information wit h respect
to tll- siick fili( seclrillcs of the corporilllon ais the
Coniiniher will i t he aliproval of the Secretlry shiill
b y reiglhitloiNs lrescrilie 01 necessiary for carrying out
li, irovislios oif tills Act. The ComissilsIhoner, with
thw iipiioval of tlhe! Secrelnry, 1ii)iy llyregulhatillins pre-
srili,, iti th( period with respect to whih( returns
ihill he fliehd, a longer period than a iiioniti. In sulch
iaei' the retuirii shill he dielo (li le fifteenth dlily (if
lip, slcleih Ing period, ilil shll be filed by the persons

wii oil silch iiy ire Un'ed Stailtes shreholdelrs.
(b1) Annual returns. On the slxtleth (lily iifter lie

(1ose of I(e lIlxiihle year of i foreign persoiil holding
comanilily eiich United Stae silsirihildhcr liy or for
whoiin oil snlh sixtteth lily miore thanli 50 per centun
of tlie olustillidiig stck oif sl1ch cOlmaIlllil is owied
iIli'vc(ly or hdi retly (includiig ili lip ciise of fill
iilnlivhliil, stock oniied by Iieliibers if his family ais

definel i 5,(.iln 328 (it) (2)), shall file with the
('OIIIIlshilinir it reliturn settlng forth tlhie siii iiifor-
Illaiioi with I'eSpit't to sllh iricelig tiixililo year
i Nis reqiilhred IIi sllisect loil (i); excepti liit If iill
liil ireiih'd ieponrts with respect to such yeair lia'e
lieen fih l iiih, sullsection (ii) no informaltion undor
flill sllliseit iiii liotil lie set forlh iilhe aiiiiil relort.
(June 22, 11136, c. (1lt9, § 3:1), its iadded Aug. 20, 1037,
10 if. in., c. i15, Title II, § 201, 50 Stit. 823.)

§ 329f. Returns as to formation, orgaiization, or
reorganization of foreign corporations-(a) Require-
ment. Under reglaltiois prescrilbued It " lihie CoitiiIs-
shill with le approvili Iof lie Secretary, 1illy iirhrney,
aciiconlitali, fidu(iary, llik , trust colpalny, financil
li1t isllt ion, or it her lirson-

(1) Viho, (il or iifter August 20, 1037, 10 a. lit.,
Idoils, iisssts, coiiiSels, or advises iii, or with resliect
I, Ihe formatiloi, orgitiitoi, or reorgilziizti iof
filly foreign corporation, sitall, wit1hin 30 days there-
after, file with flie ('ollissioller i returli; or

(2) Wholl, slince' December1|1'1 31, 19331, till(] plrior to 90

iliys aftier AIgist 2(6, 19)37, 10 it. Ili., has illied, issistel,
ctlunelell, or iillvlsod i lhe formation, orgalizat illin,
oir r'eorganlilzaion of filly foreign corpioral tlll ha.

witllhi 90 diiys fter such date, file with the Cominis-
siileri re Ii lr.

(b) Form ind contents of return. Such return
shall lit hi Nuch form, find shall set fort h, under oath,
hi reslect (if elch such corporlltin, to tile full extlit
of lhe Infornition withi tlie llossessin or knowleilge
or uIl('l" i the control if the lel'nili requihed to file the
returii, sulclh Infornatlion Is the Colniissioner with the
illlliroval of the Secrtliry pres(riles bIy reguh,tions is
necssiary for ciirrytn (lilt th' liilvtslns (If this Act.
Nothihing Iti ils sclhion shall lie coillntrued tio require
the dlvulgilg of privileged eoniiiunicalions he weeii
ittoniey ilnl client. (June 22, 1930, c. 690, § 340, its
iadled Aug. 2(6, 1037, 10 a. in., c. 815, Title II, § 201,
50 Stilt. 824.)

§ 329g. Penalties. Any person requi'ed under see-
tions 329d, 329e, or 329f to Ille a return, or to supplly
any Infornation, who willfully falls to file such return,or supplly sulch lnfornialil, tit the ile or thnes re-

(inired by law or rcgulations, shall, In lieu of the
lentiltis lrovilded in s'ct lon 145 (It) for such offense,
lie gullty of i nils(ihan'iior find, upioni conviction
thereof, be fllled not nore thliin $2,000, or linpirisoneid
for iolt more than one yeilr, or both. (June 22, 1936,
c. 610, § 341, its added Aug. 20, 1937, 10 a. in., c. 815,
Title II, § 201, 50 Stat. 824.)

§ 329h. Effec'ive date. This supplement shall not
alplly to a tiixml" yer (either of a shiireholder or of
a foreign corporatilon) eliding Oil or befoi'e the (late of
the enactment of this Act ; ind in no case shall the

stock ownership requirement provided In section 320
(it) (2i of such Supplement lIe satisfied unless a
United States group (as therein defined) existed with
respect to the iorporatio lifter the (lite of the enact-
inint of this Act. If under section 3291d or 329c, of this
Supplement the date on whi'h a return is required to
lie tiled occurs prior to November 1, 1937, th3 return
Mall be considered as filed on time if filed prior to
L)ccener 1, 1937. (Aug. 20, 1937, 10 a. m., c. 815,

Title 1I, § 202, 50 Sttt. 825.)

SUBCHAPTER D-ADDITIONAL INCOME TAXES

§ 331. Surtax on personal holding companies; im-
position of tax. There shall lie levied, collected, and
paid, for each taxallle year (in addlition to the taxes
iniplosed by Title I), upon the ulistributed adjusted
let iiicome (if every persolll hoilinlg coiiiplany a sur-
(ax equill to the suill of the following:

(1) 05 per centumn of the aiount thereof not in ex-
cess of $2,000; plus

(2) 75 per centuin of the amount thereof in excess
of $2,000). (June 22, 1930, c. 600, § 351, 41) Stat. 1732,
as amenllcd Aug. 20, 1937, 10 a. in., c. 815, Title I, § 1,
50 Stat. 813.)

Title I of Reveni Act (of 1930 comprises sections 1 to 322
lncliuive of tils title.

This eetioin ind sections 332-337c, as onaced hy Revenue
Act of 19137, coistliute tn nmaendment of iorrespljoning lro-
visions of Rtevenue Act of 1030, formerly collected under til
seilou

h'I'l provisions of licvenui, Act 1936 (Act June 22, 1936,
v. 690, § :151, 41) Stit. 1732) , In urnl conlltiuted nil aineidiluent
of co'rretpondng provl8 is of ihp ReventiUc Act of 19314 (Act
Mtiy 10, 1134, c. 277. I 351. 48 Stiul. 751). ns iiniendilA ly Act
Auglust 30, 1935, c. 820, I 109, 41 Stat. 1020.

o'tlion 331 (b) (1) of the Rhivi'iue Act of 1936, as formerly
Incrporited lit section 331 of this till,, ict June 22, 3936, c.
6l10. § 351, 41 Stilt. 17:32, read as follows:

"(b) As used In this subehapter-
,1) 'ri term 'tersoil hohling comlany' means any

corrnlion (other (tan a corpoiration exeiit froum tuxftllo
uiiiiur hetlio t 103, ald o ,her tlii a lin k, is dhefliied lI secitloi
107. fnid otlier tlii ii lIfe-In~llriiiice coinlially or surety com-
ii ny) If-(A) at liat 80 per ci,nliiti of Its gross ilconi for

I hi taxablc yeir Is der'ed frout royillh's, dlvhhidis. In, elesi
linnulltles, utial (except hi (lie ease of re'gular dealers i stock
or securities) galwi from ihp sale of siock oi securities, and
(B) <it nay time dirig tihe list half of till taxible yeair iore
tliai 50 per centliiii In value of its oulsandh iiig slock is owned,
directly or indirectly, by or for ili lore thisi five indiviials.
tFor the lurIose of termilnig the ownership of stock in a
personal holding comlpany-(C( stock owel, dilrectly or lit-
directly, by a corporation, partnership, estate, or trust Mall
be eonsilerld as beling ownVd lroportilolaely iy Its share-
holhers, partntirs, or bcneflclarl (1)) umn Inlividual shill be
conihdered as owliiig, to the exclinoii of ally other IillvIhuial,
the stock owiel, dlrectly or Indirectly, ly his fiily, litil tills
rule shall be iilil11led hi such inilier as l priluce the ilfillest
possible iunilier t tidivlduils iwnlig. ilretly or ndilrecly,
more than 50 per celituiln lI value of the outs)ill iig stock;
and (10) ti' flmintly of an Indlviduail shill Include only )its
hrothers ind sisters (whetler by til whole or half blood),
hpolise, aliefsiors, anid linial deseendilitS."

This section, as enncted by te l eivenue Act of 1930, and
as ameilded by (tevenue Act of 1137, sUlierllees the corre.
sponding provisions of the Revenue Act of 1034 (Act May
10, 12134, c. 277, 351. 48 Stil. 751), as aniended by Act
Aug. 30, 1035, c. 820, § 109, 49 Stat. 1020.

§ 332. Definition of personal holding company-(a)
General rule. For the lurplses (if thils title and of
Title I the teri "personal holding coipany" ieans
lilly Corporatoni If-

(1) Gross income requirement. At least 80 per
ceiltuiinl of its gross lincinie for the taxable year Is
personalI holding coilpany Iincoic as deiIed In see-
tioil 333; lblit If the corporation Is ii personal holding
collpiiny with respect to finy taxable youi, li, for
each sillsequent taxalble yeir, thie niiiiiiiIIl percent-
age shall be1' 70 per centtlunlin lieu (If 80 per celitum,
Uint hIi axiible year during thie Whole of ilie last hilt'
of which thel stock ownersiip re('ilireld ly piiragrlllph
(2) does not exist, or iUntil the ex'irlion (If thi'e
consecutive taxible year. inl each of whieh less thlil
70 per centuin of (li' gross hicone Is personal hoihhig
colpaniy icome; and

(2) Stock ownership requirement. At any tile
during the last hal f the thlxllle year Inore than 50
per centuil li valuie of Its outstandig stock is owned,
directly or Indirectly, by or for not more than five
individuals.
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(b) Exceptions. The terni "personal holding com-
pany" does not include a corporation exenpt from
caxation under section 103, a bank as deflnled III see-
tion 107, a life insurance comlpany, a surety conpany,
or, except with respect to a taxale year ending on
or before August 26, 1937, 10 a. in., a forelm per-
sonal holding company its defined i section 326. (June
22, 113(1, c. (100, § 352, s added Aug. 20, 1037, 10 a. in.,
e. 815, Title 1, § 1, 50 Stat. 814.)

']ile I of Revenue Act of 1936 comprises sections 1 to 322
ilcliisiive of this title.

§ 333. Personal holding company income.
For tile purposes of this subhapter the term " per-

sonal holing company inone" ineans the portion of
tie gross income which consists ef.

(a) Dividends, interest, royalties, annuities. Divl-
(leadls, interest, royalties (other than mineral, oil, or
gas royalties), annuities.

(b) Stock and securities transactions. Except in
the case of reglular dealers i stock or securities,
gains fronm tile sile or exelange of stock or securities.
(c) Commodities transactions. Gaiis from futures

transact ions fit fifty coinniodity ni1 or subject to tile
riues of a board of trade or coanmimodity exchange.
Thlis .slbsection slall not apply to gains by a protdlucer,
processor, inirchliant, or 'iandlcr of the comniodity
which arise out of bona fide hedging trlnsact ons )ea-
sollbly mecessary to tlle conduct of its lushliess In
the manner iil which such business Is customarily find
asaill3 conducted by others.
(d) Estates and trusts. Amounts inludible In coan-

puting tht net income of the corlpornti - , ainder SUll-
pleient E of clapter I; and gains from the sale or
other disposition of any interest in an estate or trust.

(e) Personal service contracts. (1) Amounts re-
ceived under a contriict under which the corporation
1, to furnish personal services; if some person other
than the corloration has the right to designate (by
name or by description) tie individual who Is to per-
form the -s rvices, or If the Individual who Is to per-
folill the st.vices Is designated (by name or Ily de-
scription) i the contract; and (2) unmiunts received
from the sale or other disposition of such it contract.
This subsection, shall alpply with respect to iIoniits
received for services under a partieilar contract only
If at some time during tile taxalle year 25 per cen-
tWin or more lit value of the outstanding stock of tile
corporation is owned, directly or indirectly, by or for
the individual who has ierformed, is to perform, or
Iany lt designated (by ame or by description) as the
one to perform, such services.
(f) Use of corporation property by shareholder.

Amoults receivedt as compensi thon (however desig-
iated and from wholisoever received) for the use of,
or right to use, property of the (orporat)iol in any
case where, at aily thne during the taxable year, 25
per ceit in or mnore in value of tlie outstanding stock
of tile corloratio is owned, directly or Indirectly, by
or- for fill individual entitled to tit use of tile property;
whether such right Is obtained directly from the cor-
poration or b/ ineans of a sublease or other arrange-
inut.

(g) Rents. Rents, unless constituting 50 per coil-
tun or more of tile gross income. F or the purposes
of tills subsectiot t he telin " rents " mieans eonpensa-
lion, howev'r designited, for the use of, or right to
use, lloerty; bit does itot ilelude amounts coist l-
tulting personal holding company income under sub-
section (f).

(i) Mineral, oil, or gas royalties. Mineral, oil, or
gas royalties, unless (1) coast ituting 50 per eiltuil
or noi'e of the gross Income, find (2) the deductions
allowale under section 23 (,t (relating to exlenses)
other than compensation for lersonal services ren-
dered by shareholders, constltute 15 per centuii or
more of lhe gross lnconm. (june 22, 1936, v. 600,
§ 353, als added Aug. 26, 1937, 10 a. in., c. 815, Title I,
§ 1, 50 Stiat. 814.)

§ 334. Stock ownership-Ca) Constructive owner-
ship. For tih purpose of determnitg whether a cor-

poration Is a personal oliliag company, insofar its
such deterilnalion is iased on1 stock 'jwnershlp iinder
sectilt 132 (it) (2), sectio 1333 (e), or section 333
if)-

(1) Stock not owned by individual. Stock owned,
directly or indirectly, by or for it corloratil, piartner-
ship, estate, or Irust shall be conisideiredt as being
owned l'orllo 3ly y Its shareholers, partners,or Ibenefichiaries.

(2) Family and partnership ownership. Ala hnli-
vihht l shall ie itonsidered is ownig the itock ownedl,
dhir'tly or 111irctly, by or for ils family or by or for
his partner. FM tile IaiIttses Of this paragrah iihe
fItlliy of "n indivititual In'udes only his birothers and
slsI"''s (whelher by tile whole or lialf blood), spolse,
Iln' stiSl's, Ind(I lhci'i desceidatih s.

(3) Options. If any Iersol has fln loplthu to aie-
(lile stock siih stick shal lie conisiterd its owned
y sit'h liersoll. For tie ptirlposes (f this pIaralgraph

fill optlion to acquire sulch filn Option, and each on)e of it

series of such olltitns, shall be eOlsideretd i sil l oli
to acu('ire suc(h stock.

(4) Application of family-partnership) and option
rules. Paragralhs (2) aind (3) slill be aplioti-

(A) For tle Ilirposes of the stock owlershill re-(1u11rennil, plrovided In section 332 (it) (2), If, but only

if, tihe effect Is to mitutke the corlorallon iti personl
holdihg comiipany ;

(B) For tii li(arloses of section 1:3 (p) (rielaillig
to personall service conitralcts), or of sectioll 3|33 If)
(relating ito thev uH of 1)ropecrty b~y shareholders), if,
biut otl y If, tit effct Is to) iiake the 1i0lilt 6llt tl t'l'
referred to i'icludibih finder Shll sulsectln it. per-sonal holding comany incoe~m.

(5) Constructive ownership as actual o:mnership.
Stock colstructively owIIed 1)3' Ii l)tperso W, rellSoln of
ahe ipplication of paragraph (1) or (3) .41l, for ilh(a
purlpose of ipinlylng ltlagl'alh (I ) or (2), 1 l t reaud
IIs aIctullhy OWnCk. by such person; but Stock con-stru~ctively Owned by fil individulal by realsonl of tlhe
aplihcation Of lparigralph (2) ,,]all not be treated am
ownled b~y ]flat for Ille lplrl')ose of agalln Illlplyillg slll
1)lalllgralph ill Order to intoinother the 'onlstrulctive
owlner of s(oCi stock.

(6) Option rule in lieu of family and partnership
rule. If stlek o Itt' eoshleredt as owiet by fill
Individual under citlher paragraph (2) or' (3) it shlll
ie considered as owned by ihin inider piaragraph (3).

(b) Convertible securities. Oaistanding seeurities
convertille Into stock (w 'hetlher or not convertible dur-
Ing the taxale year) shall Ile eonsiderted as out-
standing stock-

(1) For the iiurpose of the stock ownership re-
quiremient provitle( Ill section :332 (it) (2), iut only
if tlhe effect of the Ihclusit of ill such secrities Is to
inlce the corporation it 1persolnal holding c'omplany ;

(2) For tii lepurpose of section 3:13 (e) (relating to
lersonal service coltractls), hut only if lit'e effect of
tile I h'Slit of till slich securilties is to nnlaIo the(!
aitioliiits therein referretd to ineludible unii r it ll't l si lb-section ats peorsonall holding coniplally inceolle; a,,ld

(3) For the lrpose of sectl 33:31 (f) (relating to
ilie ise of plrtloerty 1y shareholders), but oly if tlie
effect of li' hIclusiol of f(l such setclrilles is to latito
tlhe imnOlits t hierin referred to ihlnil h uitdtr slehsublsection I's personlal ]holdhng collpany flcole.

The 'eqtir t 'lit hii ltllgialis (1), (2), find (3)
that fill convert ilIt securillh s must Ile hidchled If ally
are to l Ili hidtd sil Ie silbjtct to te exe ption
that, where sone, of tlie oulstanding sethrlii's ire
('onverIlit' 11nly afthr n later d(]tle tIha il tie ease of
others, |he (' hiss ]having the( earlier conlvel'sholl dalte
nmay b~e tIncluded aI]llhIligl 111v otherls arle not Inluded,

but 110 convertille secu'ities shall le inclded 111lessfill outstandin~g srllr-itles ]having II ]prior 'ontversion
date ni also includetd. (Jine 22, 1936, e. to, § 354,
its aded Aug. 20, 1937, 10 a. Ilt., c. 815, Title I, § 1,
50 Stit. 815.)

§ 335. Undistributed adjusted net income. For the
purposes of this subchapter the term " lilstributed
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Idjusted net nome" flens the adjusted net Income(Jim thflled IIn sectlon Wg(Il mninus-

(Ii ) i t, ml ol nilit of tie 6k ldenis pi(] credit pro-
vhid Ill slutl,1i 27. (.olliiullvtI wIlhot tile benefit of
slbi.e.tionl (Ii) ihi-recof relhating to tie dividend cirry-
()v(r) ; I1l1

(I) Amntollls svlll' lor' Irrevocal y svt ai(d' to piiy ,,r
to Ifir llebtehness of ay Mil Iuilllrred prior toJanuailryv 1, ]1934., If+ suclh aiountsll. are reas+onlel( with
rrficnli., to tile mit7 , l(I to-rins of s~tl hido , llt n,

(Juo' 22, 111:11, v. (;0, § 355, us Ilshde Aug. 26, 111:17,
10 it. Iui., c. 815, Title I, § 1, 50 Stit. 81.)

§ 330. Adjusted net income, F'.r Ile pllp'oes oft]ills hi lk-'hallft ," th1v hvir " adjusithld li(.l Incom(le " Ills'

il' 41iii ilIllilill( witl I lti f llowilng miJislti(llts:
(a) Additional deductions. halli(,ll ' allowed

(1) I'd1ral iome, wvar-p1'4y il, nu Axcs-proflls
Sllxe, pai o.r lC',il lhlx1hlg thtaxhle Year to fle

1 i it Il'('lhiig (I II livltax Ilit 1 i111 by l l u 10(I , 1c(-1hoil 331l (evlhhr Iwil'ilor or lifher Its till~ildintilt oil

A(gftll' 2(, 193l7, 10 in. i., lly I llt ue A cl ofl 1937),
oir ftsuto of il e i ' l Iht'dille- l allw C oreitlrd1ii i ngitol ('111i," oif sucllh sm,(tloll.,

(2) (2) li(i f 11i V Il hl (hx(111 fo I l d li' by SPi, fll'
I1 (1' otil uti on s or gft fIll' i ii n S fllhhi th oxilh

yli ' ti l ' for ilht , Ilt, ift s tlsll 1 e sl hillll r sectio
23 (q)J fo tilt, lpurpostt )4iln, Slitflhd, to f tiltimo
W (1lett (hitOV ie ((lt II ' (It I I ll COI l lisll f the iX l iyS

littlel h l(, tlii 1( 1 (f tilt'h p1 w lholi x'til ', lit liil (i'lhl, liilrit-

lixot Incoxetilli te wiO1li3' WIIS livevll3 o tle para-grlliph aug. 2 , 1h), zi. (41), and witho, the 1ledutio
of 3 .ill ia ni nglil flltlIwirn i dl . s eill ('lhll (bli if lhl

(3I) Illh (-it(t'l A of it (r2or 2,ion orgized prlior (
Janu5ry 1, 19)36 , o tak2, over , as ian l8,lllilh,(of fhi, ('Sttvh of ai oItece ehlil, 11ili ntlil pidh I I hh

hn or l amiiy str tile roisiorstii Alllvallile
ollitlly of lthe deiedIt tl il l i u i on.e t'h't (or
gifts to or for l te tls( l f' Siii I lle s c 1 Clw, 5(l1, li tslflio
"I1 ( t fo t It lpr pose l Sy th.sloll sc lhdto lex te
scp liility fil hl d,'ihii exist lprir to Januiiry
1, 111:11. N(oc 2l 1lill he allod Uilder ilaegralph (2) oif tlliis ubsecti for it taxaleh yeair foir
whic'h it (hk(hii Is tillhoweI unider tfis paraigraplh.

(b)l Deductiions not allowed. The iiggregiiho of fill
fleduionshl, allowed,,( unlder sec,(tion 2:1 (it), r'elainhg to
e'Xpleil s', lind( s etion 2:1 (1), relaing to di-prchilhtin,
whh'lh are'( lililllale lto lh e ral'llltion lan lilillihenlllCe
of plroiperty (loe orl opeatedlh( by, thel 'orlporalll , shaill
bet tilhl\vw , onily tni lt ililioulii equaill to the relit or
other cope()nlllsathi r',' leve for tile use or' right to
Ilisetlhe properti'y , ules,,s it Isw estalisheld,( (iunder regii-
hlhi, prer,,'ibed(,( ly tlhe Comision her with the apl-
]iroviil oif the Secretatry) tohilhe saiitsfiicloll of the
Commliione,+~i lr :

(1) Thatitil le rent onr otlher conmpensation recolv'ed
wits tile hilghest obtalinablle, orl, If nione wa~s receivedl,

(2) Thait, tlhe proplerty wits heli l fill, iicou-rse of li
biusiness carriedl oil hoa ieflle for plrofit ; 1i11id

(3I) ] 4lliter that there wits reas.oiiaible expecta loll
thatl the opel(raiioni of tle( Prrty wouild result In it
pirofit, or that tlie piroperty wils neceossary to the coni-
(fluet of tlt, bllivse.s. (.1le I=), 1936(, c'. 690, § :35(6, its
lidded] Ailg. 2(6, 111:37, 10) it. ill,, c,. 815, Title 1, § 1, 50
Stitt. 816,)

§t 337. M eanling oif termls used. Tile tetrmis used In
tiil lls t li llpter 8111li haelilllli' lhe, ile liiealiihg as. vWhen
nlsed ]in ,ulbclinlthrs .A% I o . (Junie 22, ]1936, c. 6910,
§:1157, its addhed Aiig. 2(1, 1, ,7, 10 ul. Ili., c, SIG, Title I,
§1, 30 Stitt. 817.)

§ 337a. Administrative provisions. All p~rovisions
of law (Inluding plenalthies) appqlicable fin respec(t of
tlhe taxes hnlpostvd 1by sutlehailters A to C, shall insofair
'is not in'onlsteiit With tills ,sulehiipler, le aplicable
hit resp~ect of tlhe tax llilosed1 by tis ,siilihiilter, ex-
ceptl tihatl tile provitsions, of setlion ;131 sliall not bie
applicable. (June 291 19"3G, c. 1390, § 358, as added

Aug. 26, 1037, 10 a. in., e. 815, Title I, § 1, 50 Stat.
817.)

§ 337b. Improper accumulation of surplus. For
surtlax on corporlltlons which accul ite sulirlus to
(lvol slirtlix oil stlckliollers, see sectlon 104. (June
22, 1636, c. 690, § 35f), its added Aug. 26, 1137, 10 It. ill.,
,. 815, Title 1, § 1, 50 Stilt. 817.)

§ 337c. Foreign personal holding companies. For
lrovislois reiliting to foreign plersolili holding colil-panihs, and thi shaireholders, se(e Suplplemnent Q of

ciplilter 1. (June 22, 1936, c. 690, § 360, Is added Aug.
20, 19:17, 10 it. 1l., c. 815, Title I, § 1, 50 Stitt. 817.)

§ 337d. Effective (late. The l(niendient 1ado by
se10tons 331 to 137c shall a1pp1ly only wIth respect
to taxaile yel's Ieglinning ifter Deceiiler 31, 1936;anid ,sectioni 331, its It existed! prior to siucli aiteld-

lIn'lil, shalt ilot apphilly to it foreign perolalil holdihg
coxlIliIY (its defiled i section 320) with reslect Io
11y tlieilil year cai1lliig lifter uiigust 2(1, 1937, 10
it. ili. (Aug. 2(6, 1937, 1) it. ni., e. si5, Title I, § 3,50 Stitt. 817.)

SUBCIIAPTER E-E-XCESS PROFITS TAX

§ 3,12. Same; tax after June 30, 1 935-(a) Rate.
There Is imposed lpol the let Incolme if eve'ry corpo-
ration for eleli liconme-tax taxable year endig after
the close of the first yeair i respelt of whilch It Is
tixlilile uiider s'ctlon 1ii, tilt excess-llroltts tax equl
to the stin of the following:

0 llr t'eli11 of s icl porti of Its net income for
Slich illcolmie-talix ilxable yeir its is lin excess of 10 per
cenlitui nlid lot i excess of 15 per ceiituix of the ld-
justed declired v'iilue;

12 pier etllli (If such portion of Its net ioiiioe for
such licomliie-tlax taxlie year it Is Ili excess of 15 per
cenltulil of tlhe idjlisted declared value.

(b) Adjusted declared value. The alJusted de-
clared value siill lie deterlile(I as provihlell IlI sec-
tin 13581a is of the close of the irec('dhing Income-tax
tlxalile year (or its of tlhe (lillte of orgizatilonif If it
li1( 1n(o plrecedilg IncoillC-tlix tlxible yeaxr). If the
Illole-tax tixaible year i repclet (If wlich the tax
udi(ler tills secti(lo Is ilplOSel Is it periodi of less thll12 nliolths, such aidjiustedl declalred valuhe shaill lie re-

(ticed tIo tl11 linoilt which lelrs the sxiine rtiotl thereto
is tlhe ininmber of liolliths i the pi'od lbelrs to 12
nOltilhs. For tile purposes of tills sectloi tile net Ii-
colie shall be the Sillie Its the net liiCouie for Income
lax plrposes for the year ill resiect of wiich, the tax
under tils seclion Is Ipostd, conipillted wtllhout tile
deduclltion of tie tax Imposed by tills sectiln, Init with
a credit against net licolie eqliil to the credit for
divilenlds rcel'ived proviled In section 26 (11).

(c) Other laws applicable. All p'ovisioi, of lw
(including penlliles) ailicillible ili reslect of the taxes
Iposed by se'ctins 1-:322 shall, hisofi a lis 1 1icon-
slstellt with thIs se'tion, be aipllciible i resecl(,t of
tile tax linpised by this scctloii, except thilt the pro-
vislolis of selti1n 131 sha1ll enot e iapplh'icble.

(d) Application of former tax. 'hi(, excess-protits
tlax lilpoed 11y section 3-11 shall not allly to aiy tax-
paliyer with respect to any itcIollie-tlix txable yelr
eilg after Juie 30, 19:30. (Aug. 30, 19135, 6: 00 p. hi.,
c. 821, § 10(6, '19 Stilt. 1011), all aiielded June 22, 19:36,
9:00 pi . ili., c. (00, § -402 (it), -19 Stitt. 1733.)

Sulbsectlon (i) of Act June 22, 19.,(, c. 690, I 402, 49Stilt 1733, provlded tiat the aiendinint to subsection (b)of tis seetloil "Anll not ap ply to rly Incomle-tax taxable
year begInuig before January 1, 1013f."

SUBCIAPTER F-TAX ON UNJUST ENRICHMENT

§ 345. Tax on net income from certain sources.
(a) The following taxes shall be levield, collected,

nd111 paild fo' each tlixiible yellr (In additlon to lilly
other tax 0n iiet Ineoine), lipin the it't Ilicoie of
eve'y pes'son wh'iilses fiont the sources specified
below :

(1) A tax equal to 80 per centumi of that liortion
of the net income from the sale of articles with re-
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spect to which a Fedleral excise t! x was imposed on
such person 1but not pai which is attributable to
shifting to others to any extent the burden of such
Federal excise tax and which does vot excetd such
person's net Income for the entire taxalble year front
the sale of articles with respect to which such Fed-
eral excise tax was imposed.

(2) A tax equal to 80 per centuin of the net Income
front rei nloursemneat received by such person frot lis
vendors of aniounis representing Federal excise-tax
burdens Included iln prices pald by such person to
such vendors, to the extent that suich net income doe,
not exceed tile amount of such Federal exclse-tax
burden which sulch person iln turn shlltted to his
vendees.

(3) A tax equal to 80 per centum of the net Income
froum refunds or credits to such person from the Uited
Stites of Federal excise taxes erroneously or Illegally
collected with respect to any articles, to the extent
that such net Income does not exceed the anount of
the burden of such Federal excise taxes with respect
to such articles which such person shifted to others.

(b) The net Income (specified in subsection (a)
(1)) from the sale of articles with respect to whlch
the Federal excise tax was not paid, and tile net il-
colie specified III subsection (a) (2) or (3), shall not
include the net Income from tie sale of iny article,
front reinbursement with respect to aniy artle, or
from refund or credit of Federal excise tax with re-
spect to any article (1) if such article (or the arti-
cles lprocessed therefronm) were not sohl by the tax-
payer on or before the date of the termination of the
Federal excise tax; (2) If the taxpayer made a tax
adjustmcnt with respect to such article (or the ar-
ticles processed therefrom) with his vendee; or (3)
If under the terms of any statute the taxpayer would
have been entitled to a refund from the United States
of the Federal excise tax with respect to the article
otherwise than as an erroneous or illegal collection
(assuming, in case the tax was not paid, that It had
been paid).

(c) The net income from the sales specified hi sub-
section (a) (1) shall be computed as follows:

(1) From the gross Income from such sales there
shall be deducted the allocable portion of the deduc-
lions from gross income for the taxable year which
tire allowable under the applicable Revenue Act; or

(2) If the taxpayer so elects by flIlng his return on
such basis, the total net income for tile taxable year
from the sale of all articles with respect to which
each Federal excise tax was Imposed (computed by
ieduCting frlom tile gross ilcome from stcI sales tile
allocable portion of the deductions from gross Income
which are allowable under the apdicable Revenue
Act, but without deduction of the amount of such
Federal excise tax which was paid or of the amount
of reimbursement to purchasers with respect to such
Federal excise tax) shall be divided by the total
quantity of such articles sold during the taxable year
and the quotient shall be multiplied by the quantity
of such articles involved ill the sales specilhd 1i sub-
section (a) (1). Such quantities shall be expressed
In terms of the unit on the basis of which the Fell-
eral excise tax was imposed.
For the 1parposes of this section the proper appor-
ionmnent and allocation of deduct Iins with respect to

gross Income sivlll be dcerinhed mider rules alnd
regulations prescribed by the Commissioner with the
approval of the Secretary.

(d) The net Income from reilibursenient or refunds
specified in subsection (ai) (2) or (3) shall be col-
pllted as follows: From the total payment or accrual
(1) of reimlaursement to the taxpayer from vendors
for alolllllts relresemtlng Feleral excise tax lurdens
Included in prices p/dd by the tlxpayer to such vend-
ors or (2) of refunds or credits to tie tlxpayer of
Federal excise taxes erroneously or illegally collected,
there shall be deducted tile expenses am fees reason-
ably incurred in obtaitning such reinbursemnent or
refunds.

(e) For the purposes of subsection (a) (1), (2),
and (8), the extent to which tie taxpayer shifted to
others tile burden of i Federal excise tax shall be
presumed to lie ti ailount comnputed its follows:

(1) From Ile selling price of Ilie art Icles there shall
be deducted the sun of (A) the cost of such artletes
plus (11) tie average margin with respect Io the
quantity Involved ; or

(2) If the taxpayer so elects by filing his return oi
such basis, from the aggrcgatI scllng prihe (if all
articles with respect to which such Fcderal excise tax
was Imposed adl which were sold by hitn during t lit,
taxable year (comlputed wiihout deduction of relha.
bursenlent to purchasers withI respect to such Federal
excise tax) there shall be deducted the iaggrcgale cost
of such iirtiles, and the difference shall lie, reduced
to ii margin per unlt In ternis of Mie im..si on which the
lederal excise lax witS Imniposcd. Tie excess of such
nuargin per ililt over tie uverago lll rgIn (compliuted
for the same nilt) shall be multiplied by the nmbei
of such iIts representd by tle ii itlcies witli respect
to wlich the computation Is being mlde; but

(3) Ili m case shall ill' extent to ivlcli fie ttax-
payer shifted to others tie burden of ite Federal
excise tax withl respect tlo the arlles b deelee d to
exceed ile amniount of such tax with respect to such
articles minus (A) the lortlon of tlie amount, of ille
Federal excise Iax (or of the reimiursemenmt specifletd
iln subsection (a) (2)) wlthi respect to Iii(' artlchos
which is paid or credited Iy le tixpiyer to iiy pur-
cllises s sp)ecifled ill suhisection (f) (3) and nliiiuls
(1) tile animut Of tiny Icirease ill tile Iax iiller see-
tlion 602 of the Revenue Act (If 11)32, June 6, 11)32, e.
209, 47 Stat, 261, for which the taxpayer under this
section became liable as tie result of the nonpaiyimnent
or refund of the Federal excise tax with respect to the
articles.

(f) As used In t his secton--
(1) Tile terli "nmrgin" means the difference be-

tween the selling price of articles and the cost tlereof,
and tie terim "average margin" means the average
difterence between the selling price and Ilie cost of
sinllar artices sold Ily tile txpayer duriing his six
taxable years precedlng tile lIlii Ihmpositlon of tile
Federal excise tax iii question, except I lit If diring
iny part of such six-year period tile taxpnyer was not
In business, or if his records for any part of stlh
lierihl are so inadequate tas not to furaish sitisfactory
dat, tihe average mmlrgin of tile taaxiyer for such part
of such period shall, w\'hen necessary for a fair com-
parison, be deemed tl be tim average margin, as deter-
niilied by tile Conmissioler, of represel inlive on-
cerns englged In a sihillir Ibusness alid si iiia r ily
circumstanced.

(2) The terin "cost" means, iln tile case of articles
nufactured or produced by the taxpayer, tie cost

to the taxpiyer of ma Ieiis enterilng Into Ilhe art ices ;
or, in tile case of articles purchased 1y lhe taxlyer
for resale, tile price paid by limi for such articles
(reduced ia botl cases by the anilount for AiVlt hIle is
reibursed by his vendor).

(3) The termn "selling price" Ilieanls selling price
minus (A) mnounts subsequently Ill or credited to
ile purchaser o or befotre June 1, 19136, or thereafter

il the bona fie settlement o1 it writtei agreement
entered lito on or before March 3, 1930, 11s ritiburse-

alt for the ililnitont Inclutded in smcli prie oni aceoult
of a Federal exclse tax; and minus (It) the allocable
portion of 1any professional fees and expenses of lltl-
gat(ln hlcurrle in securinlg tln- refaund or re'enithig
tie Collection of the Federal excise tax, not to exceed
10 per centull of tie amount of such tix.

(g) Ill deermlinig costs, selling Irihes, aind net, in-
collie, ille taxipaye'er shall, Uifless otlirwlse shwn, be
leeled to have sold articles Ili the order it wilich they
v\'ere 11anfac tured, produced, or llqllird. WIiire
tile taxpayer's records dto not, adequately establish ihe

ualyitity of a conmodity taxable unllr chlapter 26 (if
Title 7, entering Into aiirtIldes sold by him, such quon-
titles shall lc couliuted y the use of the ('onver,l.on
factors prescribed Iii regulltions under such clialter.
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(h) If tli taxlpaye'r ande any po rchami! or sale
otherwise than thrilugh fill lrin'h-lengtlh transaction,
Slid iti at prli,' other lhan Ilie fair umrket prh'e, the

Colnlilnlislonir ally dlE'(rllilie the luriichase or sale
price lt I- lilat for whi'h such lulrcllases or sales were
,il lint t hnE' Iji innl i It tltE. orllilllry CoEEl'hI of trade.

(I) lither tiE taXilayer or tile (oininlssl<ner tnay
r(,biit flt IeI.iEEEmplh eslallsICd 1,' bysl1E5tb (e)
by proo~f (of flh(- lv'tial e~xtent tol whichl tle taxplMayer

slil lii if thErs Ilhi hlIrden of the Federal ex.Ise tax.
Sulch Ii' I'1,ny InclUde, but shall not be lihite~d to:

(I) Plof tht t it chaige or lick of change In the
inargli %'. is die to claniges lii fact rs ofl ier than Ilc
It x. Sich factors shall iinlude fifty et l 13rly Flown
ciallgi (A) In IliE I\'Jp(' (Er grl(l ' arti ie or IlEllte-
rihis, E (i ) I (E,.tosi of p(EII' Iuon. If owe taxlaiyer
IssE'rits 1111s t li hIlrIEhn (E the lax was borne 1)y hin
whle tIlE' bulrden (if iny other Increased cost was
slifEd to other", titE' Coiiissloner h81111l deternhine,
frlln Ile 'E-StIxilve efffiEtlve itlt(s of tihe lax lin1 oEf
OE olner iei'lE'E c IE ('EIEst a' cOllElElr witlh tille late
iof IOw lihwlige li llrginI, slid fro the gceeral cxpe-
riellI'l1 I lE ilof ll(sM lr,', wliElr w e t iew tax or tie Iie'ase
in Elh(lir cost wasix shlfted to othelrs. If t lle Coitls-
siIIl' ll etr E'rilinEs that t hle Ilge li margin wias due
ill tart OEE wlii tax nll il plrt to tle Ililease li other
('ost, hii. shall Ilortlio ihe chlalnge Ill 1illargin between
I Ilil.

(2) Proof El t hat ilie- ta xpay3er inodl fled cointraciits of
sale, or adopled it nIew contract of sale, to reflect the
inulhlilon, ti-rininnalhn, or. ('inage in amaounlt if tile
Federal (,x4.l,,. tax, or al 1any slit'll lttle clhangedI tile

Sahe pri e of Ill( article (iicluding tlit effect of a
t'hll ge Ili sizte, p]ackage, discount terlis, or tint' Eltlier
mer'hadlsilng plracti') by sutstailthilly tie 0aounlt
(Ef the tix (l hage Itlitewrein, or it, iny time Witted
tile lax is it sealirate it to1l ti ly veniEee or inllcated
by 1ay wrlting f lint the sale price licluided the amou nt
Eif tlie lax, El1, conitracted to re(undi 1 y1113' part of Ihe
sale price in the event of recovery of the tax or decl-
shl( of Its invalidiy; but the taxpayer may estaldish
tliat, SticI acts were caused by factors other thai the
lax, or that they do not rl'rsent iis practice (Itiring
Ile period ItI which tie articles In question were sold.

(J) As used lit ti s section-
(1) The term "Federal excise tax" means a tax or

exaction with respect to tile sae, lease, manufiacture,
producltion, processing, ginning, importatilon, transpor-
tatioi, rellinig, recovery, or holding for sale or other
dlislsiton, of colmodilties or articles, proviled for by
iny Fedeial stlatlte, whether valId or Ilvalid, If de-
nominated a "tax" by such statute. A Federal excise
tax shall he deeied it) have Ieen Ilmposed with respect
to ail article If it was hillosed with respect to (or with
respect to lihe processlig of) tiny commodity or other
article, from which such article was processed.

(2) Thie teri "late of the termhinatio of the Federal
excise tx" inais, in tie case of it Federal excise tax
llel invalhl by ia decision of the Supreme Court, the
(late of suchl decision.

(3) The term "refund or credit" does not include a
refund (E' credl niade in accordance with the provi-
sions fill(] liilt aihtus set forth Iil sect lons 644 to 659 of
'Title 7, or hi stectln 621 (d) of the Revenue Act of
1932, June 6, 19:12, c. 209, 47 Stat. 267.

(.1) The telri "tax adjlstlment" iieans a repayment
or credit by lhe taxpayer to his vendee of ai ailount
c(1nil to tie Federal excise tax with respect to an
article (less reasonable expense to the vendor Ill con-
neclil wit h tile nonlayment or recovery by hini of tile
alillount of Such tlax and In connection with the makilg
if such reylment or credit) If such repayment or

credit Is mnade oa1 or before June 1, 1936, or thereafter
In the biona fide setllemlent of a written agreenment
entered into o1 or before March 3, 1930.

(5) Tnle term "taxpayer" 01eans a person subject to
a tax imposedl y this section.

(k) All references in this section to the purchase or
sale (or to parties to the sale) of articles with respect
to which a Federal excise tax wits imposed shiall be

(]eiined to include the purchase or sale (or parties to
the sale) of services with respect to which a Federal
excise tax was Ixposel, and for the purposes of
subsection (a) the extent to which the taxpayer
shifted to others the burden of Stich Federal excise
tax wilth re:liect to sluch services sltitl be presulmed to
lie fill anount colptied its follows: From the selling
price of the services there fhaIll be deducted the aver-
age price recehed by the taxpayer for performing
sinllar services durilg the six taxale years l)recedlng
the Initial limposition of the Federal excise tax In
quest in. The balance (to the extent tlint It does not
exceed the aioulnt of such Federi excise tax with
lspeet to such services Iilnus any pIments or credits
wi, li respect to the services mde to purchasers as
speclidie in suisection (f) (3) ) sliall be the extent to
whill the taxpiyer shifted the burden of sucht Federal
excise tax to otlhers. If durling any part of such six-
year period the taxpayer was not i iusliness, or If his
recordls for fifty part of such period are so inadeaillte
is not ito fiu'lslli sltisfactory data, tile average price
of I lie taxpaycr for sucl piart of such period slltll, when
Iecessary for it fair coillparilson, lie deeied to be the
average price, as deterindc(l by the Commissioner, of
relresentative concerns enigagel ill a similar blusiness
ind sililarly circunistanced. The presulptiLon estal)-
lished by this subsectlh any be rebutted by proof of
the character described i subsection (1).

(1) The taxes Imposed by subsection (a) shall. be
Ilposed on the net incole froit the sources specified
therein, regardless of tiny loss arlslng from the other
transactions of the taxpayer, and regardless of
whether the taxpayer had it taxable net incoi (uander
the income-tax provishios of the applicable Revenue
Act) for the taxable year as a whole; except that if
sticl application of the tax imposed by subsection (a)
Is held invalid, the tax under subsection (it) shall
apply to that portion of the taxpayer's entire net lin-
colie for the taxable year which Is attributallle to the
net income from the sources specified in suich subsec-
tion. (June 22, 1930, 9:00 p. in., c. 690, § 501, 49
Stit. 1734.)

Section 602 of Revenue Act of 1132, referred to In slb-
sectio () (3) of this sectin is set out In tile lte following
clapter 20. Section 621 (d) of the Revenue Act of 1912,
referred to in subsection (J) (8), Is set out in the same
note.

§ 345a. Credlt for other taxes on income. There
shall be credited against the total alnount of the taxes
Imlosed by this sulIchIa)ter ail aliount equivalent to
the excess of-

(a) The anount of the other Federal Income and
excess-profits taxes payade by tile taxpayer for the
taxable year, over

(b) The ainount of the other Federal Income and
excess-profits taxes which would have been payable
by the taxpayer for the taxable year If his net Income
were decreased by the iniount (if net income taxable
under this snbchapter. (June 22, 1930, 9:00 p. n.,
e. 690, § 502, 49 Stat. 1738.)

§ 345b. Administrative provisions. (a) All provi-
sions of law (including penalties) applicable with
respect to taxes ilposed by subelpters A, B and C
of this chiapter, shall, insofar its not Inconsistent with
this sulechaller, be applicable with respect to the taxes
imposed by thIs subhcllalter, except that the provisions

of sections 103, 131, 251, and 252 shall not be applI-
cable.

(b) Every person (1) upon whom a Feieral excise
tax was Iiposed but not paid, or (2), who received
tily relinbursenlent specified ill sulsection (a) (2), or
(3) wio received a refaid or credit of Federal excise
tax, sliutl make a return under this subclaiiter, which
return sliutll contain stch information and be made lit
suclh stanner as the Commissionler, with the approval
of tie Secretary, shall prescrihe. For iny taxalle
year ended prior to June 22, 1936, the return slhll lie
filed, and the total inount of the taxes shall be paid,
not litter than the fifteenth day of the third nonth
after June 22, 1930, in lieu of! the tine otlerwise pre-
scribed by law.
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(c) If the Commissioner finds that the payment,
on the into prescribed for the payment thereof, of
tny part of the aoount determined by tile taxpayer as
the tax under this subchapter, or of iany deficiency with
respect thereto, wouhl impose undue hardship upon the
taxpayer, the Commissioner may grant an extension
for the paymnt of any sueli part for it period not
1li excess of three years. In such case the amount
with respect to which the extension is granlted shall
be pah oi or before the (late of ti expiration of
the period of the extension, and the running of tie
statute of limitatlons for assessment and collectio
shall be suspended for the period of tiny such exten-
shon. If an extension is granted, the Commnisshner
iany require the taxpayer to furnish a bond 1io sueh
onionat, not exceeding double tie amount with re-
spect to which the extension is granted, find with such
sureties as the Commissioner deelnis necessary, coll-
dit ioned upon the payiment of the anoulnt with respect
io which the extension is grated ili accordance with
the terms of the extension. There shall be collected,
ts i part of any anount with respect to which an
extension is granted, interest thereon at the rate of
6 per centuni per annuni front the expiration of six
nooths ifter the line date thereof to the expiratlon
of the period of the extension. (June 22, 193, 9:00
p. in., c. 690, § 503, 49 Stat. 1738.)

§ 345b-1. Extension of time for filing returns. The
Coumiissioner of Internal Revenue is authorizcd to
grant additional reasonable extensions of tim for
filing returns under this subchapter for the calendar
year 1935 and any fiscal year ending o1 or before
August 31, 1936: Provided, That, except in the case of
taxpayers who are abroad, no such extension shall lie
made beyond June 15, 1937. (Mar. 13, 1937, 11 a. fn.,
c. 40, 50 Stat. 29.)

§ 345c. Taxable years to which subchapter is appli-
cable. The taxes imposed by this suibchaplter shall
apply only with respect to taxable years ending dur-
Ing tle calendar year 1935 and to subsequeot tax-
able years. (June 22, 1030, 9: 00 p. IS., c. 090, § 504,
49 Stat. 1739.)

§ 345d. Application of subchapter to possessions.
With respect to the following income, the tax under
this subchapter shall be in force i aoy possession
of the United States (including the Philippine Is-
lands) ; such tax shall (without regard to the resi-
lence or citizenship or place of organization of the
taxpayer) be collected by the appropriate internal-
reventue officers of such possession; 3nd the proceeds
thereof shall accrue to the general govermnnt of
saich possession: (a) Any Income specified in suilsec-
tIon (a) (1) or (3) of sectioi 345 If the Federal excise

alx with respect to the articles lit qiuestion accrlued
in such possession; and (b) any Ilcome specified In
slbsection (ii) (2) of section 345 if the reinlbursenient
specified therein relates to articles sold li such posses-
sion by the taxpayer under tis sulllpter and if the
geographical scope of the Federal excise tax Ii qaes-
loll extended to such )ossession. lncole taxalhe as

provided lii this section shall not Ile otherwise taxable
inder this subilipter. Ill applying sect lon 345 to such
Income, tlie gross Inconie fd (ll(]edellns slall ie de-
lcrilhied hi accordance with the Federal Revenue Act
aiPillicable to tlie axable year. Illi applylg section
34,5a to such oconile, Ilcom taxes 1paid to sliah pos-
sessioni shall be deemed to be Federal income taxes.
(June 22, 1936, 0:00 p. m., c. 600, § 505, .19 Stat. 1739.)

§ 3,15e. Closing agreements. Any person who is
liable for tile tax imposed by this sabehapter and
wNho bs filed t11y clai or clainils for refund of any
aniount il(] or collecte(I as tax under chalpter 26 of
Title 7, niay apply to the Commissioner of Internal
Revenue for fill adjustinent of such Ilability for tax
ill (,on.i 3l( foil with suc'h clihn or (lahiis for refund,
and thereafter, the Commissioner, for such l)urpofes,
m)ay, in his discretion, consihr suelh liability and such
claih or clainis as one case odill, ii his discretion, may
enter into a written agreement with such person for

tile settilent of such case by such paymnut by, or
refund to, sluih iei'sO)li as liily be SlIltied ill such
agreelnent. S1ih aligreellielit shall be 1 tinal iteltlheielt
(of tihe lihlity for t Iind t ile ilii1 or 00AliS for
refuinid co'ered by such agreenieni, except lli case of
fri a ie,esne , or iisrelpreeltlilhli (if it 1niei l
fact. Ill tie aiseice of fraud or iiilkv i oinllie-
linaica(ll cileleuhihn, tiny fiction taken or" tiny conshherii.

tioe givell by the Connissioner illilrlllit to tils see-
tio shall not lie Subject to review by fily ceurtl, or
)iy adinilst rative, or aecouiing olilcer, elilllhieye, or
igent of the United States. (Jaine 22, 1130, 9:0X)
I). fin., c. (W0, § 5001, i49 Stit. 1739.)

Chapter 3.-ESTATE TAX

SUBCII.\P1TER A-IIASIC ESTATE TAX

§,ll. Gross estate.
* 0. * a

(d) Revocable transfers. (1) To tihe exteit of filly
illcest thereii of whlich the decedent liis lit fifty
ilnlie ide tra insfer (except i case of i boli3-tide

sale for 31 iliqoluale liid fall considerat 1 i nio lie13y
or money's worth), by trust ofr otherwise, where lhe
eoJoy'ioelt tliereof was subject lit tl e dlite if hiis deaiih
to 3l1y cliange througli Ilie exercise of il power (i
whlivoer capacity exerclisable) 11y tie Ie'eileiit illone
or by the ilecedent ll conjuiction With filly other per -

(3 (witlholit regalrd to when or from wlat sonuree tie
decelelt iciuhired sucl power), to a tier, Ineti(, re-
yoke, or terlniale, or where ti1y such lower Is re-
liiquished i onteniphltion of decedent's death.

(2) For the purposes of this sulbsection tile power
to alter, illaid, or revoke .hall lIe consilereil to exist
on the diae of the decedent's deiti even tlionigh tlie
exercise of the power Is subject to i1 precedlent gI'ing
(if notice or evei though tlhe a lteration, 1lilniniet i n, or
revocatloln takes effect (lilly oii tile expiiration of It
stated perioi after the exercise of the power, whtller
or not oii or before the dlate of the decedent's diiitli
notice has been given or the power his beei exerised.
In such cases proper adijustlent shall be 1adetel rre-
s5n1tog the intei'ests wlhlili wol( have been exchitcd
from the power if tle decciliit haid li'eI, find for such
parpose If tile notice lis not been given (or the power
has not ieen exerclse(I oil or before the dite, of his
death, such notice shtaill be conisidered to have beii
given, or the piower exerelsed, oi tile (lite of his death.

(3) The relhiiqulsiinent of any such plower, nlot ad-
lilitted or shiown to have liceli i Coll tellplit loll (If tile
dcdelt's deitI, llle whtll i two years lrihr t Ills
(lth without such a considerati ion n affecting tle
intet'est or Int3erests (wll~t her aisig fron (iR, or
illore t I'll nsfeis or llt' (er1iloll of one or iore truists)
(if aiy one henielli iry of i viihle or 3i gi'egato value, lit
tile tinie of such devith, in excess of $5,000, tleo, to tlie
extent of such excess, su1ch relinquisllmlent or relin-
qaislanlents sha1ll, unless shown to lhe contrairy, be
dee(nedl to have liven11 itae Ii coltelopltion (if deatli
withli the 3nelliig (if this chapter.

(I) Except ii the case of transfers ni11 lifter ,1ittle
22, 1,36, no hiterest (if t lie dec3int of willi lie hiiis
1n3ile a transfer shall l I ll hihed ii the gross (-state

iller subisectio3n (d) (1) unless It was inhidllie
niider- s0iic1 subseclo1 lv'fo3i't is iinemidnielit 1by Act
,1illie 22, 11)1, e. (190, § 8(15 (it), 4) Stit. (As allinded
,Tiie 22, 19361, 9:00 . 1it., c. 690, § 815 (it), (1), 41)
Stilt. 1741, 1715.)

(j) Valmation of estate. If the executor so elects
11olll is reutrn (if flud WIlIIi tie ti1e presii')odI
ly1 law' or lrese i licd biy il Cciillissionpr mil I'-
SUlliCne of la1W), the vhiUe of tile giross estate shall
he (deterinlhied by 13 lihfilliig 31l lie property Includ
tlerein on the (late of the dec(edent's (eath as of
tlie date one yevir after Iie decedient's deathi, excelt
tha33t (1) propierty iiilu(led lin the gross estilte o
the (late of (ieith iind, iwithi one year after the
decedent's (ealth, distribtl(d h3' the execuitor (or, in
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