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be necessary to replace any medals, crosses, bars, emblems, or insignia
as are herein or may heretofore have been provided for: Provided,
That such replacement shall be made only in those cases where the
medal of honor, distinguished-service medal, or Navy cross, or bar,
emblem, or insignia }%resented under the provisions of this or any
other Act shall have been lost, destroyed, or rendered unfit for use
without fault or neglect on the part of the person to whom it was
awarded, and shall Pe made without charge therefor.

Sec. 7. That, except as otherwise prescribed herein, no medal of
honor, distinguished-service medal, Navy cross, or bar or other suit-
able emblem or ins(ifuia in lieu of either of said medals or of said
cross, shall be issued to any person after more than five years from
the date of the act or service justifying the award thereof, nor unless
a specific statement or report distinctly setting forth the act or dis-
tinguished service and suggesting or recommending official recogni-
tion thereof shall have been made by his naval superior through
official channels at the time of the act or service or within three years
thereafter.

Skec. 8. That in case an individual who shall distinguish himself dies
before the making of the award to which he may be entitled the award
may nevertheless be made and the medal or cross or the bar or other
emblem or insignia presented within five years from the date of the
act or service justifying the award thereof to such representative of
the deceased as the President may designate: Provided, That no medal
or cross or no bar or other emb{em or insignia shall be awarded or
presented to any individual or to the representative of any individual
whose entire service subsequent to the time he distinguished himself
shall not have been honorable: Provided further, That in cases of
persons now in the naval service for whom the award of the medal
of honor has been recommended in full complhiance with then existing
reﬁulations, but on account of services which, though insufficient
fully to justify the award of the medal of honor, appears to have been
such as to justify the award of the distinguished-service medal or
Navy cross hereinbefore provided for, such cases may be considered
and acted upon under the provisions of this Act authorizing the award
of the distinguished-service medal and Navy cross notwithstanding
that said services may have been rendered more than five years
before said cases shall have been considered as authorized by this
proviso, but all consideration or any action upon any of said cases
shall be based exclusively upon oflicial records now on file in the
Navy Department.

SEec. 9. That the President be, and he hereby is, authorized to
delegate, under such conditions, regulations, and limitations as he
shall prescribe, to flag officers who are commanders in chief or com-
manding on important independent duty the power conferred upon
him by this Act to award the Navy cross; and heis further authorized
to make from time to time any and all rules, rg'gulations, and orders
which he shall deem necessary to carry into effect the provisions of
this Act and to execute the full purpose and intention thereof.

Approved, February 4, 1919.

CHAP. 18.—An Act To provide revenue, and for other purposes.

Be it enacted by the Senate and Housli(gf Representatives of the United
States of America in Congress assembled,

TITLE 1.—GENERAL DEFINITIONS.

SectioN 1. That when used in this Act— ~
The term “person” includes partnerships and corporations, as
well as individuals;
112460°—voL 40—t 1—67
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The term ‘““corporation’’ includes associations, joint-stock com-
panies, and insurance companies; )

The term ‘‘ domestic’’ when aﬁplied to a corporation or partnership
means created or organized in the United States;

The term ‘‘foreign’”’ when applied to a corporation or partnership
means created or organized outside the United States;

The term “United States’’ when used in a geographical sense
includes only the States, the Territories of Alaska and Hawaii, and
the District of Columbia;

The term “Secretary’’ means the Secretary of the Treasury;

The .term ‘‘Commissioner’”’ means the Commissioner of Internal
Revenue;

The term ““ collector’’ means collector of internal revenue;

The term ‘“Revenue Act of 1916’ means the Act entitled ““ An Act
to increase the revenue, and for other purposes,” approved Septem-
ber 8, 1916;

The term ‘‘Revenue Act of 1917’ means the Act entitled “An Act
to provide revenue to defray war expenses, and for other purposes,”
approved October 3, 1917;

e term ‘‘taxpayer’’ includes any person, trust or estate subject
to a tax impos:()iql))y this Act;

The term ‘‘Government contract’” means (a) a contract made with
the United States, or with any department, bureau, officer, commis-
sion, board, or agency, under the United States and acting in its
behalf, or with any agency controlled by any of the above if the
contract is for the benefit of the United States, or (b) a subcontract
made with a contractor performing such a contract if the products
or services to be furnished under the subcontract are for the benefit
of the United States. The term ‘‘Government contract or contracts
made between April 6, 1917, and November 11, 1918, both dates
inclueive’” when applied to a contract of the kind referred to in clause
(a) of this paragraph, includes all such contracts which, although
entered into during such period, were originally not enforceable, but
which have been or may become enforceable by reason of subsequent
validation in pursuance of law;

The term ‘‘military or naval forces of the United States’ in-
cludes the Marine Corps, the Coast Guard, the Army Nurse Corps,
Female, and the Navy Nurse Corps, Female, but this shall not be
deemed to exclude other units otherwise included within such term;

The term ‘‘present war’’ means the war in which the United States
is now engaged against the German Government.

For the purposes of this Act the date of the termination of the
present war shall be fixed by proclamation of the President.

TITLE II—INCOME TAX.

Part 1.—GENERAL ProOvVisiONS.
DEFINITIONS.

Skc. 200. That when used in this title—

The term ‘‘taxable year” means the calendar year, or the fiscal
year ending during such calendar year, upon the gasis of which the
net income is computed under section 212 or section 232. The term
‘‘fiscal year” means an accounting period of twelve months ending
on the last day of any month other than December. The first taxable
vear, to be called the taxable year 1918, shall be the calendar year
1918 or any fiscal year ending during the calendar year 1918;

_ The term ‘‘fiduciary ” means a guardian, trustee, executor, admin-
istrator, receiver, conservator, or any person acting in any fiduciary
capacity for any person, trust or estate;
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The term ‘‘ withholding agent’’ means any person required to deduct , INCOME Tax.
and withhold any tax u%der the provision};, I()>f sectiog 221 or section agent.» O ¢ RE
237; :

The term ‘‘personal service corporation’” means & COTpOration cpemgil, Servioe
whose income is to be ascribed primarily to the activities of the

principal owners or stockholders who are themselves regularly en-

gaged in the active conduct of the affairs of the corporation and in

which capital (whether invested or borrowed) is not a material in- )
come-producing factor; but does not include any foreign corpora- Fxclusions.

tion, nor any corporation 50 per centum or more of whose gross in-

come consists either (1) of gains, profits or income derived from

trading as a principal, or (2) of gains, profits, commissions, or other

income, derived from a Government contract or contracts made

between April 6, 1917, and November 11, 1918, both dates inclusive; |, . .

The term ‘‘paid,” for the purposes of the deductions and credits an gsncered.)
under this title, means ‘‘paid or accrued” or ‘‘paid or incurred,” ,Appled to deduc
and the terms ‘‘paid or incurred” and ‘‘paid or accrued” shall be '
construed according to the method of accounting upon the basis of
which the net income is computed under section 212,

DIVIDENDS. Dividends.

Sec. 201. (a) That the term ‘‘dividend” when used in this title ,pistritutions o
(except in paragraph (10) of subdivision (a) of section 234) means tions aocamulated
(1) any distribution made by & corporation, other than a personal 3" FePra 3,918
service corporation, to its shareholders or members, whether in cash
or in other property or in stock of the corporation, out of its earnings
or g)roﬁts accumulated since February 28, 1913, or (2) any such dis-
tribution made by a personal service corporation out of its earnings
or profits accumulated since February 28, 1913, and prior to Janu-

1, 1918,
a'l.yzb) Any distribution shall be deemed to have been made from ,Deemed from earn-
earnings or profits unless all earnings and profits have first been
distributed. Any distribution made In the year 1918 or any year For 1913 and alter,
thereafter shall be deemed to have been made from earnings or sinee February 2, 1913,
profits acoumulated since February 28, 1913, or, in the case of a
personal serviceﬁco oration, from the mostﬁrecently ?](I:cunaulated
earnings or profits; but any earnings or profits accumulated prior Tax sxemptions {f
to March 1,p1913, may be distributed in I:;tock dividends or other- """
wise, exempt from the tax, after the earnings and profits accumu-
lated since February 28, 1913, have been distributed.

(c) A dividend paid in stook of the corporation shall be con- Storkdividends.
sidered income to the amount of the earnings or profits distributed.

Amounts distributed in the liquidation of a ocorporation shall be piquidation  distri-

treated as payments in exchange for stock or shares, and any gain )

or profit realized thereby shall be taxed to the distributee as other

gai(xégol?pr()ﬁts. k dl d d (1) 1 d b b Dividend: { 18
any stock dividen 1s received by a taxpayer between , Diridends of 1018

January 1 an November 1, 1918, both dates inclusive, or (2) is faxed for year eamed.

during such period bona fide authorized or declared, and entered on

the books of the corporation, and is received by a taxpayer after

November 1, 1918, and before the expiration of thirty days after the

passage of this Act, then such dividend shall, in the manner pro-

vided in section 206, be taxed to the recipient at the rates prescribed

by law for the years in which the corporation accumulated the earn-

ings or profits from which such dividend was paid, but the dividend

shall be deemed to have been paid from the most recently accumu-

lated earnings or profits.
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DI OME T (e) Any distribution made during the first sixty days of any

of taxable years. taxable year shall be deemed to have been made from earnings or
srofits accumulated during preceding taxable years; but any distri-
Eution made during the remainder of the taxable year shall be
deemed to have been made from earnings or profits accumulated
between the close of the preceding taxable year and the date of
distribution, to the extent of such earnings or profits, and if the
books of the corporation do not show the amount of such earnin
or profits, the earnings or profits for the accounting period within
which the distribution was made shall be deemed to have been
accumulated ratably during such period.

Gain or loss. BASIS FOR DETERMINING GAIN OR LOSS.

posisonsales,ote.of  Spg, 202. (a) That for the purpose of ascertaining the gain derived

or loss sustained from the sale or other disposition of property, real,
ersonal, or mixed, the basis shall be—
hequred before ™ (1) In the case of property acquired before March 1, 1913, the fair
SR market price or value of such property as of that date; and

quibsequently  ac- (2) In the case of property acquired on or after that date, the cost
thereof; or the inventory value, if the inventory is made in accord-
an((:g)w%tllll section 203. . it b "

On  exchanges of en property is exc ed for other property, the property

property. received in gxc an}; shall f?)rll'gthe urpose gf eter};ﬁinjngpgapui or

loss be treated as the equivalent ofp cash to the amount of 1ts fair
Forreorganizations. market value, if any; but when in connection with the reorganiza-

tion, merger, or consolidation of a corporation a person receives n
place of stock or securities owned by him new stock or securities of
no greater aggregate par or face value, no gain or loss shall be
deemed to occur from the exchange, and the new stock or securities
received shall be treated as taking the place of the stock, securities,
or property exchanged.

pain when value o 'When in the case of any such reorganization, mer%?r or consoli-

exchanged stocks. ote, dation the aggregate par or face value of the new stock or securities
received is in excess of the aggregate par or face value of the stock
or securities exchanged, a like amount 1n par or face value of the new
stock or securities received shall be treated as taking the place of
the stock or securities exchanged, and the amount of the excess 1n
Pq.r or face value shall be treated as a gain to the extent that the
air market value of the new stock or securities is greater than the
cost (or if acquired prior to March 1, 1913, the fair market value
as of that date) of the stock or securities exchanged.

1 .
nventorfes. INVENTORIES.

jaseof. to detormine Qg 203, That whenever in the opinion of the Commissioner the
use of inventories is necessary in order clearly to determine the
income of any taxpayer, inventories shall be taken by such taxpayer
upon such basis as’ the Commissioner, with the approval of the
Secretary, may prescribe as conforming as nearly as may be to the
best accounting practice in the trade or business and as most clearly
reflecting the income. :

Nt losses.
e NET LOSSES.

In regular business.

SEc. 204. (a) That as used in this section the term ‘‘net loss”
On salosof oiante refers only to net losses resulting from either (1) the operation of any
e o ients for business regularly carried on by the taxpayer, or (2) the bona fide
sale by the taxpayer of plant, buildings, machinery, equipment or
other facilities, constructed, installed or acquired by the taxpayer
on or after April 6, 1917, for the production of articf;s contributing
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to the prosecution of the present war; and when so resulting means
the excess of the deductions allowed by law (excluding in the case of
corporations amounts allowed as a deduction under paragraph (6)
of subdivision (a) of section 234) over the sum of the eross income
plus any interest received free from taxation both under this title
and under Title III.

(b) If for any taxable year beginning after October 31, 1918,
and ending prior to January 1, 1920, it appears upon the production
of evidence satisfactory to the Commissioner that an taxpayer has
sustained a net loss, the amount of such net loss shall under regula-
tions prescribed by the Commissioner with the approval of the
Secretary be deducted from the net income of the taxpayer for the
&)‘recedinf taxable year; and the taxes imposed by this title and by

itle III for such preceding taxable year shall be redetermined
accordingly. Any amount found to be due to the taxpayer upon the
basis of such redetermination shall be credited or refunded to the
taxpayer in accordance with the provisions of section 252. If such
net loss is in excess of the net income for such receding taxable
year, the amount of such excess shall under rﬁ:fations prescribed
by the Commissioner with the approval of the Secretary be allowed
as a deduction in computing the net income for the succeeding taxable

ear.
Y (c) The benefit of this section shall be allowed to the members
of a partnership and the beneficiaries of an estate or trust under regu-
lations pr%criged by the Commissioner with the approval of the
Secretary.

FISCAL YEAR WITH DIFFERENT RATES.

Skc. 205. (a) That if a taxpayer makes return for a fiscal year
beginning in 1917 and ending in 1918, his tax under this title for the
first taxable year shall be the sum of: (1) the same proportion of a
tax for the entire period computed under Title I of the Revenue
Act of 1916 as amended by the Revenue Act of 1917 and under
Title I of the Revenue Act of 1917, which the portion of such period
falling within the calendar year 1917 is of the entire period, and (2)
the same proportion of a tax for the entire period computed under
this title at the rates for the calendar year 1918 which the portion
of such period falling within the calendar year 1918 is of the entire
period: %rwided, That in the case of a personal service corporation
the amount to be paid shall be only that specified in clause (1).

Any amount herctofore or hereafter paid on account of the tax
imposed for such fiscal year by Title I of the Revenue Act of 1916
as amended by the Revenue Act of 1917, and by Title I of the Revenue
Actof 1917, sKaIl be credited towards the payment of the tax imposed
for such fiscal year by this act, and if the amount so paid exceej)s the
amount of such tax imposed by this act, or, in the case of a personal
service corporation, the amount specified in clause (1), the excess
shall be credited or refunded in accordance with the provisions
of section 252,

(b) If a taxpayer makes a return for a fiscal year beginning in
1918 and ending in 1919, the tax under this title for such fiscal year
shall be the sum of: (1) the same proportion of a tax for the entire
period computed under this title at the rates specified for the calendar
year 1918 which the portion of such period falling within the calendar
year 1918 is of the entire period, and (2) the same proportion of a
tax for the entire period computed under this title at the rates
specified for the calendar year 1919 which the portion of such period
falling within the calendar year 1919 is of the entire period.

(c) If a fiscal year of a partnership begins in 1917 and ends in 1918
or begins in 1918 and ends in 1919, then notwithstanding the pro-
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roNooME I vigions of subdivision (b) of section 218, (1) the rates for the calendar

parter’s of in- year during which such fiscal year begins shall apply to an amount

come. of each partner’s share of such partnership net income (determined

under the law applicable to such year) equal to the proportion which

the part of such fiscal year falling within such calendar year bears

to the full fiscal year, and (2) the rates for the calendar year during

which such fiscal year ends shall apply to an amount of each partner’s

share of such partnership net income (determined under the law

applicable to such calendar year) equal to the proportion which the

] art of such fiscal year falliniwithin such calendar year bears to the

Proviso.  ieocor- TUll fiscal year: Provided, That in the case of a personal service

corporation with respect to a fiscal year beginning in 1917 and ending

in 1918, the amount specified in clause (1) shall not be subject to
normal tax.

porations.
Exception for 1017,

\

Parts of income at
different rates. PARTS OF INCOME SUBJECT TO RATES FOR DIFFERENT YEARS.

sppnesier " 7% Sgpc. 206. That whenever parts of a taxpayer’s income are subject
to rates for different calendar years, the part subject to the rates
for the most recent calendar year shall be placed in the lower brackets
of the rate schedule provided in this title, the part subject to the
rates for the next preceding calendar year shaﬁ be placed in the
Application of de- N€Xt higher brackets of the rate schedule applicable to that year,
ductions, ete. and so on until the entire net income has been accounted for. In
determining the income, any deductions, exemptions or credits of a
kind not plainly and properly chargeable against the income taxable
at rates for a preceding year shall grst be applied against the income
subject to rates for the most recent calendar year; but any balance
thereof shall be applied against the income subject to the rates of the
next preceding year or years until fully allowed.

Individuals. Part 1I.—INDIVIDUALS.

Normal tax.
NORMAL TAX.

New ratesln?osod.
Vol . p. 756, Sec. 210. That, in lieu of the taxes imposed by subdivision (a) of
P section 1 of the Revenue Act of 1916 and by section 1 of the Revenue
Act of 1917, there shall be levied, collected, and paid for each taxable
{ear upon the net income of every individual a normal tax at the
For 1915, ollowing rates:
Proviso (a) For the calendar year 1918, 12 per centum of the amount of
Frorin,.000, of cite- the Net income in excess of the credits provided in section 216: Pro-
zens, otc. mded, That in the case of a citizen or resident of the United States
the rate upon the first $4,000 of such excess amount shall be 6 per
Therealter. centum;

. (b) For each calendar year thereafter, 8 per centum of the amount
Prosisn of the net income in excess of the credits provided in section 216:
First §4,000. Provided, That in the case of a citizen or resident of the United States

the rate upon the first $4,000 of such excess amount shall be 4 per
Surtax. centum,
SURTAX.
New rates on in-

comes over $5.000, in  Sgc. 211, (a) That, in lieu of the taxes imposed by subdivision (b)
M. b A% of section 1 of the Revenue Act of 1916 sfﬁe by z,ection 2 of the
Ante, p. 301. Revenue Act of 1917, but in addition to the normal tax imposed by
section 210 of this Act, there shall be levied, collected, and paid for
each taxable year upon the net income of every individual, a surtax

Rates. equal to the sum of the following:
1 per centum of the amount by which the net income exceeds $5,000

and does not exceed $6,000;
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2 per centum of the amount by which the net ineome exceeds $6,000

and does not exceed $8,000;

3 per centum of the amount by which the net income exceeds $8,000

and does not exceed $10,000;

4 per centum of the amount by which the
$10,000 and does not exceed $12,000;

5 per centum of the amount by which the
$12,000 and does not exceed $14,000;

6 per centum of the amount by which the
$14,000 and does not exceed $16,000;

7 per centum of the amount by which the
$16,000 and does not exceed $18,000;

8 per centum of the amount by which the
$18,000 and does not exceed $20,000;

9 per centum of the amount by which the
$20,000 and does not exceed $22,000;

10 per centum of the amount by which the
$22,000 and does not exceed $24,000;

11 per centum of the amount by which the
$24,000 and does not exceed $26,000;

12 per centum of the amount by which the
$26,000 and does not exceed $28,000;

13 per centum of the amount by which the
$28,000 and does not exceed $30,000;

14 per centum of the amount by which the
$30,000 and does not exceed $32,000;

15 per centum of the amount by which the
$32,000 and does not exceed $34,000;

16 per centum of the amount by which the
$34,000 and does not exceed $36,000;

17 per centum of the amount by which the
$36,000 and does not exceed $38,000;

18 per centum of the amount by which the
$38,000 and does not exceed $40,000;

19 per centum of the amount by which the
$40,000 and does not exceed $42,000;

20 per centum of the amount by which the
$42,000 and does not exceed $44,000;

21 per centum of the amount by which the
$44,000 and does not exceed $46,000; ‘

22 per centum of the amount by which the
846,000 and does not exceed $48,000;

23 per centum of the amount by which the
$48,000 and does not exceed $50,000;

24 per centum of the amount by which the
$50,000 and does not exceed $52,000;

25 per centum of the amount by which the
$52,000 and does not exceed $54,000;

26 per centum of the amount by which the
$54,000 and does not exceed $56,000;

27 per centum of the amount by which the
$56,000 and does not exceed $58,000;

28 per centum of the amount by which the
858,000 and does not exceed $60,000;

29 per centum of the amount by which the
$60,000 and does not exceed 362,000;

30 per centum of the amount by which the
$62,000 and does not exceed $64,000;

31 per centum of the amount by which the
$64,000 and does not exceed $66,000;

net income
net income
net income
net income
net income
net income
net income
net income
net income
net income
net income
net income
net income
net income
net income
net income
net income
net income
net income
net income
net income
net income
net income
net income
net income
net income
net income

net income

exceeds
exceeds
exceeds
exceeds
exceeds
exceeds
exceeds
exceeds
exceeds
eXxceeds
exceeds
exceeds
exceeds
eXceeds
exceeds
exceeds
exceeds
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N S mtried. 32 per centum of the amount by which the net income exceeds
$66,000 and does not exceed $68,000; .
33 per centum of the amount by which the net income exceeds
$68,000 and does not exceed $70,000; ‘
34 per centum of the amount by which the net income exceeds
$70,000 and does not exceed $72,000; .
35 per centum of the amount by which the net income exceeds
$72,000 and does not exceed $74,000;
36 per centum of the amount by which the net income exceeds
$74,000 and does not exceed $76,000;
37 per centum of the amount by which the net income exceeds
$76,000 and does not exceed $78,000;
38 per centum of the amount by which the net income exceeds
$78,000 and does not exceed $80,000;
39 per centum of the amount by which the net income exceeds
$80,000 and does not exceed $82,000;
40 per centum of the amount by which the net income exceeds
$82,000 and does not exceed $84,000;
41 per centum of the amount by which the net income exceeds
$84,000 and does not exceed $86,000;
42 per centum of the amount by which the net income exceeds
$86,000 and does not exceed $88,000;
43 per centum of the amount by which the net income exceeds
$88,000 and does not exceed $90,000; .
44 per centum of the amount by which the net income exceeds
$90,000 and does not exceed $92,000;
45 per centum of the amount by which the net income exceeds
$92,000 and does not exceed $94,000;
46 per centum of the amount by which the net income exceeds
$94,000 and does not exceed $96,000;
47 per centum of the amount by which the net income exceeds
$96,000 and does not exceed $98,000;
48 per centum of the amount by which the net income exceeds
$98,000 and does not exceed $100,000;
52 per centum of the amount by which the net income exceeds
$100,000 and does not exceed $150,000;
56 per centum of the amount by which the net income exceeds
$150,000 and does not exceed $200,000;
60 per centum of the amount by which the net income exceeds
$200,000 and does not exceed $300,000;
63 per centum of the amount by which the net income exceeds
$300,000 and does not exceed $500,000;
64 per centum of the amount by which the net income exceeds
$500,000 and does not exceed $1,000,000:
65 per centum of the amount by which the net income exceeds
$1,000,000.
woges, o or gas  (b) In the case of a bona fide sale of mines, oil or gas wells, or any
lfeimom, tax_on interest, therein, where the principal value of the sr?erty has been
oto., by taxpayer. - demonstrated by prospecting or exploration and discovery work
done by the taxpayer, the portion of the tax imposed by this section
attributable to such sale shall not exceed 20 per centum of the selling
price of such property or interest.

Net income. NET INCOME DEFINED.
Deductions from . . .
grossincome constitut-  OEC. 212. (a) That in the case of an individual the term ‘‘net

g, ot p. 1065, income” means the gross income as defined in section 213, less the
deductions allowed by section 214.

Basis of compuding.  (b) The net income shall be computed upon the basis of the tax-
payer's annual accounting period (fiscal year or calendar year, as the
case may be) in accordance with the method of accounting regularly
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employed in keeping the books of such taxpayer; but if no such
method of accounting has been so employed, or if the method em-
ployed does not clearly reflect the income, the computation shall be
made upon such basis and in such manner as in the opinion of the
Commissioner does clearly reflect the income. If the taxpayer’s
annual accounting period is other than a fiscal year as defﬁled in
gection 200 or if the taxpayer has no annual accounting period or
does not keep books, the net income shall be computed on the basis
of the calendar year.

If a taxpayer changes his accounting period from fiscal year to
calendar year, from calendar year to fiscal year, or from one fiscal
year to another, the net income shall, with the approval of the Com-
missioner, be computed on the basis of such new accounting period,
subject to the provisions of section 226.

GROSS INCOME DEFINED.

Skc. 213. That for the purposes of this title (except as otherwise
provided in section 233) the term ‘‘gross income’’—

(a) Includes gains, profits, and income derived from salaries, wages,
or compensation for personal service (including in the case of the
President of the United States, the judges of the Supreme and inferior
courts of the United States, and all other officers and employees,
whether elected or appointed, of the United States, Alaska, Hawaii,
or any political subdivision thereof, or the District of Columbia, the
compensation received as such), of whatever kind and in whatever
form paid, or from professions, vocations, trades, businesses, com-
merce, or sales, or deali in property, whether real or personal,
growing out of the ownership or use of or interest in such property;
also from interest, rent, dividends, securities, or the transaction of
any business carried on for gain or profit, or gains or profits and
income derived from any source whatever. The amount of all such
items shall be included in the gross income for the taxable year in
which received by the taxpayer, unless, under methods of accounting
permitted under subdivision (b) of section 212, any such amounts
are to be properly accounted for as of a different period; but

(b) Does not include the following items, which shall be exempt
from taxation under this title:

(1) The proceeds of life insurance policies paid upon the death
of the insured to individual beneficiaries or to the estate of the
insured;

(2) The amount received by the insured as a return of premium
or premiums paid by him under life insurance, endowment, or
annuity contracts, either during the term or at the maturity of the
term mentioned in the contract or upon surrender of the contract;

(3) The value of property acquired by gift, bequest, devise, or
descent (but the income from such property shall be included in
gross income); .

(4) Interest upon (a) the obligations of a State, Territory, or any
political subdivision thereof, or the District of Columbia; or
(b) securities issued under the provisions of the Federal Farm Loan
Act of July 17, 1916; or (c) the obligations of the United States
or its possessions; or (d) bonds issued by the War Finance Corpo-
ration: Provided, That every person owning any of the obligations,
securities or bonds enumerated in clauses (a), (b), (¢) and (d)
shall, in the return required by this title, submit a statement show-
ing the number and amount of such obligations, securities and
bonds owned by him and the income received therefrom, in such
form and with such information as the Commissioner may require.
In the case of obligations of the United States issued after Sep-
tember 1, 1917, and 1n the case of bonds issued by the War Finance
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Corporation, the interest shall be exempt only if and to the extent
provided in the respective Acts authorizing the issue thereof as
amended and supplemented, and shall be excluded from gross
income only if and to the extent it is wholly exempt from taxation
to the taxpayer both under this title and under Title III;

(5) The income of foreign governments received from invest-
ments in the United States in stocks, bonds, or other domestic
securities, owned by such foreign governments, or from interest on
deposits in banks in the United States of moneys belonging to such
foreign governments, or from any other source within the United
States;

(6) Amounts received, through accident or health insurance or
under workmen’s compensation acts, as compensation for personal
injuries or sickness, plus the amount of any damages received
whether by suit or agreement on account of such injuries or sickness;

(7) Income derived from any public utility or the exercise of
any essential governmental function and accruing to any State,
Territory, or the District of Columbia, or any political subdivision
of a State or Territory, or income accruing to the government of
:lrlxy p?ssession of the United States, or any political subdivision

ereof.

Whenever any State, Territory, or the District of Columbia, or any
political subdivision of a State or Territory, prior to September 8,
1916, entered in good faith into a contract with any person, the object
and purpose of which is to acquire, construct, operate, or maintain a
public utility, no tax shall be levied under the provisions of this title
upon the income derived from the operation of such public utility, so
far as the payment thereof will impose a loss or burden upon such
State, Territory, District of Columbia, or political subdivision; but
this provision is not intended to confer upon such person any financial
gain or exem(i)tion or to relieve such person from the payment of a
tax as provided for in this title upon the part or portion of such
income to which such person is entitled under such contract;

(8) So much of the amount received during the present war by a
person in the military or naval forces of the United States as salary
or compensation in any form from the United States for active services
in such forces, as does not exceed $3,500.

(c) In the case of nonresident alien individuals, gross income in-
cludes only the gross income from sources within the United States,
including interest on bonds, notes, or other interest-bearing obliga-
tions of residents, corporate or otherwise, dividends from resident
corporations, and including all amounts received (although paid
under & contract for the sale of goods or otherwise) representing

rofits on the manufacture and disposition of goods within the
nited States. .
DEDUCTIONS ALLOWED.

Skc. 214. (a) That in computing net income there shall be allowed
as deductions:

(1) All the ordinary and necessary expenses paid or incurred

‘during the taxable year in carrying on any trade or business, including

a reasonable allowance for salames or other compensation for per-
sonal services actually rendered, and including rentals or other pay-
ments required to be made as a condition to the continued use or
possession, for purposes of the trade or business, of property to which
the tax.{)ayer has not taken or is not taking title or in which he has
no equity;

(2) All interest paid or accrued within the taxable year on indebt-
edness, except on indebtedness incurred or continued to purchase or
carry obligations or securities (other than obligations of the United
States issued after September 24, 1917), the interest upon which is
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wholly exempt from taxation under this title as income to the tax-  mcomzzax.
payer, or, in the case of a nonresident alien individual, the proportion

of such interest which the amount of his gross income from sources

within the United States bears to the amount of his gross income from

all sources within and without the United States;

(3) Taxes paid or accrued within the taxable year imposed (a) by Pomestiotaxes.
the authority of the United States, except income, war-profits and Fxceptions
excess-profits taxes; or (b) by the authority of any of its possessions,
except the amount of income, war-profits and excess-profits taxes
allowed as a credit under section 222; or {¢) by the authority of any
State or Territory, or any county, school district, municipality, or
other taxing subdivision of any State or Territory, not including
those assessed against local benefits of a kind tending to increase the
value of the property assessed; or (d) in the case of a citizen or resi- Forlentaxes.
dent of the United States, by the authority of any foreign country, aemls.”
except the amount of income, war-profits and excess-profits taxes
allowed as a credit under section 222; or (e) in the case of a non- ,2J nonresident
resident alien individual, by the authority of any foreign country
(except income, war-profits and excess-profits taxes, and taxes
assessed against local benefits of a kind tending to increase the value
of the property assessed), upon tl{)ropert or bysiness;

. (4) Losses sustained during the taxable year and not compensated Businesslosses.
for by insurance or otherwise, if incurred in trade or business; Losses not connected

(5) Losses sustained during the taxable year and not compensated with business.
for by insurance or otherwise, if incurred in any transaction entered
into for profit, though not connected with the trade or business; but
in the case of a nonresident alien individual only as to such transac-
tions within the United States;

(6) Losses sustained during the taxable year of property not con- ot v bus
nected with the trade or business (but in the case of a nonresident ness.
alien individual only property within the United States) if ansmg
from fires, storms, shipwreck, or other casualty, or from theft, an
if not compensated for by insurance or otherwise;

(7) Debts ascertained to be worthless and charged off within the
taxable year; Exhaustion of busi-

(8) A reasonable allowance for the exhaustion, wear and tear of ness property.
property used in the trade or business, including a reasonable allow-
ance for obsolescence; Amortization of sost

(9) In the case of buildings, machinery, equipment, or other facili- of pisats, vesssls, etc.,
ties, constructed, erected, installed, or acquired, on or after April 6, for wor wes.

1917, for the production of articles contributing to the prosecution
of the present war, and in the case of vessels constructed or acquired
on or after such date for the transportation of articles or men con-
tributing to the prosecution of the present war, there shall be allowed
a reasonable deduction for the amortization of such part of the cost
of such facilities or vessels as has been borne by the t«axpa&(:, but
not again including any amount otherwise allowed under this title

or previous Acts of Congress as a deduction in computing net income.

At any time within three years after the termination of the present  Bedetermination
war, tge Commissioner may, and at the request of the taxpayer shall, years.

reexamine the return, and if he then finds as a result of an appraisal

or from other evidence that the deduction originally allowed was

incorrect, the taxes imposed by this title and by Title IIT for the

year or years affected shall be redetermined ; and the amount of tax pements " & °7"
due upon such redetermination, if any, shall be paid upon notice

and demand by the collector, or the amount of tax overpaid, if any,

shall be credited or refunded to the taxpayer in accordance with the Pos,p.108..
provisions of section 252; ) )

(10) In the case of mines, oil and gas wells, other natural deposits, , 2z ol wells, tia-
and timber, a reasonable allowance for depletion and for depreciation  Allowance for deple-
of improvements, according to the peculiar conditions in each case, o P ’

‘Worthless debts.

Limit.
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wooMe TAX.  haged upon cost including cost of development not otherwise de-

Frovisoe. o« prior to ducted: Provided, That in the case of such properties acquired prior
March 1, 1913. to March 1, 1913, the fair market value of the property (or the tax-

payer’s interest therein) on that date shall be taken in lieu of cost
patJiscovered by <23 up to that date: Provided further, That in the case of mines, oil and
1903, . " gas wells, discovered by the taxpayer, on or after March 1, 1913, and
not acquired as the result of purchase of a proven tract or lease,
where the fair market value of the property is materially dispropor-
tionate to the cost, the depletion allowance shall be based upon the
fair market value of the property at the date of the discovery, or
within thirty days thereafter; such reasonable allowance in all the
above cases to be made under rules and regulations to be prescribed
Leases. by the Commissioner with the approval of the Secretary. In the
case of leases the deductions allowed by this paragraph shall be

equitably apportioned between the lessor and lessee;
ot 0 emasions, (11) Contributions or gifts made within the taxable year to cor-
N orations organized and operated exclusively for religious, charita-
gle, scientific, or educational purposes, or for the prevention of
Condition. cruelty to children or animals, no part of the net earnings of which
inures to the benefit of any private stockholder or individual, or to
tanocational rehabili- the special fund for vocational rehabilitation authorized by section
Ante, p. 619, - 7 of the Vocational Rehabilitation Act, to an amount not 1n excess .
of 15 per centum of the taxpayer’s net income as computed without
the benefit of this paragraph. Such contributions or gifts shall be
allowable as deductions only if verified under rules and regulations
rescribed by the Commissioner, with the approval of the Secretary.
Nonresident alieus. the case of a nonresident alien individual this deduction shall be
allowed only as to contributions or gifts made to domestic corpora-

om i tions, or to such vocational rehabilitation fund;
mg’s‘iﬁmﬁﬁ,‘}, orre (12) (a) At the time of filing return for the taxable year 1918 a
bates on contracts. o taxpayer may file a claim in abatement based on the fact that he has
inlas. sustained a substantial loss (whether or not actually realized by sale
or other disposition) resulting from any material reduction (not due
to temporary fluctuation) of the value of the inventory for such
taxable year, or from the actual payment after the close of such
taxable year of rebates in pursuance of contracts entered into during
such year upon sales made during such year. In such case payment
of the amount of the tax covered by such claim shall not be required
until the claim is decided, but the taxpayer shall accompany his
claim with a bond in double the amount of the tax covered by the
claim, with suretics satisfactory to the Commissioner, conditioned
for the payment of any part of such tax found to be due, with interest.
If any part of such claim is disallowed then the remainder of the tax
due shall on notice and demand by the collector be paid by the tax-
" 0 be 4o, PRYET With interest at the rate of 1 per centum per month from the
ducted o * time the tax would have been due had no such claim been filed. If
it is shown to the satisfaction of the Commissioner that such sub-
stantial loss has been sustained, then in computing the tax imposed
Deduction for losg i 0¥ VS title the amount of such loss shall be deducted from the net
no ciaim fed. - income. (b) If no such claim is filed, but it is shown to the satis-
faction of the Commissioner that during the taxable year 1919 the
taxpayer has sustained a substantial loss of the character above
described then the amount of such loss shall be deducted from the
net income for the taxable year 1918 and the tax imposed by this
title for such year shall be redetermined accordingly. = Any amount
found to be due to the taxpayer upon the basis of such redetermina-
tion shall be credited or refunded to the taxpayer in accordance
with the provisions of section 252.

Limit.

Bond required.

Payment of part dis-
owed.

Credit, etc., therefor.
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(b) In the case of a nonresident alien individual the deductions N TOOME TA,
allowed in paragraphs (1), (4), (7), (8), (9), (10), and (12), and . Deductions enly on
clause (e) of paragraph (3), of subdivision (a) shall be allowed only Sfsines in United
if and to the extent that they are connected with income arising from
a source within the United States; and the proper apportionment and Apportionment.
allocation of the deductions with respect to sources of income within
and without the United States shall be determined under rules and
regulations prescribed by the Commissioner with the approval of
the Secretary.

ITEMS NOT DEDUCTIBLE. Ttemsnot deductible.

Sec. 215. That in computing net income no deduction shall in any  Obiects specified.
case be allowed in respect of— Personal. ot
(a) Personal, living, or family expenses; ‘ penses. 0O
(b) Any amount paid out for new buildings or for permanent Pty improve
improvements or betterments made to increase the value of any
property or estate; : Restoring exhansted
(c) Any amount expended in restoring property or in making property.
good the exhaustion thereof for which an aﬁowa.nce is or has been
made; or Lite & for
(d) Premiums paid on any life insurance policy covering the life employees if taxpayer
of any officer or employee, or of any person flx)l(l)ancially interested in ted.
any trade or business carried on by the taxpayer, when the taxpayer
is directly or indirectly a beneficiary under such policy.

CREDITS ALLOWED. Credits allowed.

Sec. 216. That for the purpose of the normal tax only there shall
be allowed the following credits: )
(a) The amount received as dividends from a corporation which is aimgemas P08
taxable under this title upon its net income, and amounts received
as dividends from a personal service corporation out of earnings or
profits upon which income tax has been imposed by Act of Congress; =~ .

(b) The amount received as interest upon obligations of the securitics, oo, o
United States and bonds issued by the War Finance Corporation,
which is included in gross income under section 213;

(c) In the case of a single person, a personal exemption of $1,000,
or in the case of the head of a family or a married person living with
husband or wife, a personal exemption of $2,000. A husband and and ita, o7 usband
wife living together shall receive but one personal exemption of
$2,000 against their aggregate net income; and in case they make
separate returns, the personal exemption of $2,000 may be taken by
either or divided between them; ALL o 4

(d) $200 for each person (other than husband or wife) dependent pendents. T 4%
upon and receiving his chief support from the taxpayer, if such
dependent person 18 under eighteen years of age or is incapable of
sel?—su »port because mentally or physically defective. Nomreci )

(e) In the case of a nonresident alien individual who is a citizen i»é’,‘éﬁ?é?i‘é‘eﬂifé‘ihs
or subject of a country which imposes an income tax, the credits restricted:
allowed in subdivisions (c) and (d) shall be allowed only if such
country allows a similar credit to citizens of the United States not
residing in such country.

Objects specified.

Personal exemptions.

NONRESIDENT ALIENS—ALLOWANCE OF DEDUCTIONS AND CREDITS., -vouresident aliens.

Skc. 217. That a nonresident alien individual shall receive the ,Retwnss . required
benefit of the deductions and credits allowed in this title only by tions.
filing or causing to be filed with the collector a true and accurate
return of his total income received from all sources corporate or
otherwise in the United States, in the manner prescribed by this
title, including therein all the information which the Commissioner

.
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mooME TaX.  may deem necessary for the calculation of such deductions and
Groviso. ay be fiea Credits: Provided, That the benefit of the credits allowed in sub-
with withholding divisions (c) and (d) of section 216 may, in the discretion of the
agent. Commissioner, and except as otherwise provided in subdivision (e)
of that section, be received by filing a claim therefor with the with-

p Sollectian, ete, i 00 holding agent. In case of failure to file a return, the collector shall
collect the tax on such income, and all ll)roperty belonging to such

nonresident alien individual shall be liable to distraint for the tax.

Partnerships. PARTNERSHIPS AND PERSONAL SERVICE CORPORATIONS.
giornerstaxed asin- Qps 218, (a) That individuals carrying on business in partner-

ship shall be liable for income tax onl{1 in their individual capacity.
There shall be included in computing the net income of each partner
his distributive share, whether distributed or not, of the net income
of the partnership for the taxable year, or, if his net income for such
taxable year is computed upon the basis of a period different from that
upon the basis of which the net income of the partnership is computed,
then his distributive share of the net income of the partnership for
atx:ly accounting period of the partnership ending within the fiscal or
calendar year upon the basis of which the partner’s net income is

. Computing share of
income.

computed.
Additonal  credits Tl‘x)e artner shall, for the purpose of the normal tax, be allowed as
emmptidnaoTUP € credits,p in addition to the credits allowed to him under section 216,
his proportionate share of such amounts specified in subdivisions
e - (a) a?)m%f(b) f?sfc is:lsction 21f6 as are reciilved b tﬁle partner:ilhip(.l
tes 8 for a year of a partnership en uring a calendar year
sy for which the rates of tax differ from those for the precedin, calegdar
_year, then (1) the rates for such preceding calendar year shall apply
to an amount of each partner’s share of such partnership net income
ual to the proportion which the part of such fiscal year falling
within such calendar year bears to the full fiscal year, and (2) the
rates for the calendar year during which such fiscal year ends shall
apply to the remainder.
e B {’cy In the case of an individual member of a partnership which
ex ts tax in makes return for a fiscal year beginning in 1917 and ending in 1918,
1917, his proportionate share of any excess-profits tax imposed upon the
partnership under the Revenue Act of 1917 with respect to that part
of such fiscal year falling in 1917, shall, for the purpose of determining
the tax imposed by this title, be credited against that portion of the
net income embraced in his personal return for the taxable year 1918
) to which the rates for 1917 apply.
porey fneome com- () The net income of the partnership shall be computed in the
same manner and on the same basis as provided in section 212,
g hadties ot de- gxcept that the deduction provided in paragraph (11) of subdivision
(a) of section 214 shall not be allowed.
ol service cor- (¢) Personal service corporations shall not be subject to taxation
LOB1y stockholders under this title, but the individual stockholders thereof shall be
“Parinership provi- taXed in the same manner as the members of partnerships.
sions applied. the provisions of this title relating to partnerships and the members
Prosi thereof shall so far as practicable ap f;' to personal service corpora-
Accounting for dis- ti0nS and the stockholders thereof: Provided, That for the purpose
tributions. of this subdivision amounts distributed by a personal service cor-
) _ poration during its taxable t'year shall be accounted for by the dis-
colbdistributed 12 ributees; and any portion of the net income remaining undistributed
at the close of its taxable year shall be accounted for by the stock-
holders of such corporation at the close of its taxable year in propor-
tion to their respective shares.
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T, INCOME TAX.
ESTATES AND TRUSTS. Estates and trusts.

Sec. 219. (a) That the tax imposed by sections 210 and 211 shall wome taxable.
apply to the income of estates or of any kind of property held in
trust, including— ) )
(1) Income received by estates of deceased persons during the mieenmeto o
period of administration or settlement of the estate; )
(2) Income accumulated in trust for the benefit of unborn or Tristaccumulations,
unascertained persons or persons with contingent interests;
(3) Income held for future distribution under the terms of the , Held for future dis
will or trust; and mhation.
(4) Income which is to be distributed to the beneficiaries periodi- yeeromcal distribu-
cally, whether or not at regular intervals, and the income collected
by a dig;lardian of an infant to be held or distributed as the court
may direct. L
(b) The fiduciary shall be responsible for making the return of sy =ity orre
income for the estate or trust for which he acts. The net income of Jet income com
the estate or trust shall be computed in the same manner and on '
the same basis as provided in section 212, except that there shall )
also be allowed as a deduction (in lieu of the deduction authorized i pune hontiae
by paragraph (11) of subdivision (a) of section 214) any part of e
the gross income which, pursuant to the terms of the mﬁ or deed
creating the trust, is during the taxable year paid to or permanently
set aside for the United States, any State, Territory, or any political
subdivision thereof, or the District of Columbia, or any corporation
organized and operated exclusively for religious, charitable, scientific,
or educational purposes, or for the prevention of cruelty to children
or animals, no part of the net earnings of which inures to the benefit
of any private stockholder or individual; and in cases under para- ,Sitement of shares
graph (4) of subdivision (a) of this section the fiduciary shall include -
In the return a statement of each beneficiary’s distributive share of
such net income, whether or not distributed before the close of the
taxable year for which the return is made. : i
(¢) In cases under paragraph (1), (2), or (3) of subdivision (a) am v et b7 fduck
the tax shall be imposed upon the net income of the estate or trust )
and shall be paid by the duciang, except that in determining the wsatswer = o o
net ineome oF the estate of any deceased person during the period
of administration or settlement there may};)e deducted the amount
of any income properly paid or credited to any legatee, heir or other
beneficiary. In such cases the estate or trust shall, for the purpose
of the normal tax, be allowed the same credits as are allowed to
single persons under section 2186. i
(d) cases under paragraph (4) of subdivision (a), and in the arioome of beneficl.
case of any income of an estate during the period of administration shares. ete.
or settlement permitted by subdivision (c) to be deducted from the ﬂd'f,“cfm’f"‘ paid by
net income upon which tax is to be paid by the fiduciary, the tax shall
not be paid by the fiduciary, but there shall be included in computing g faeoded ‘1 beoe
the net income of each beneficiary his distributive share, whether
distributed or not, of the net income of the estate or trust for the
taxable year, or, if his net income for such taxable year is computed
upon the basis of a period different from that upon the basis of which
the net income of the estate or trust is computed, then his distributive
share of the net income of the estate or trust for any accounting
period of such estate or trust ending within the fiscal or calendar year
upon the hasis of which such beneficiary’s net income is eomputed.
In such cases the beneficiary shall, for the purpose of the normal tax, Additianal aredits,
be allowed as credits in addition to the credits allowed to him under
section 216, his’ proportionate share of such amounts specified in
subdivisions (a) and (b) of section 216 as are received by the estate
or trust.
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. PROFITS OF CORPORATIONS TAXABLE TO STOCKHOLDERS.

Skc. 220. That if any corporation, however created or organized,
is formed or availed of for the purpose of preventing the imposition
of the surtax upon its stockhol(i)ers or members through the medium
of permitting its gains and profits to accumulate instead of being
divided or distributed, such corporation shall not be subject to the
tax imposed by section 230, but the stockholders or members thereof
shall be subject to taxation under this title in the same manner as
provided in subdivision (e) of section 218 in the case of stockholders
of a personal service corporation, except that the tax imposed by
Title III shall be deducted from the net income of the corporation
before the computation of the proportionate share of each stockholder
or member. The fact that any corporation is a mere holding com-

any, or that the gains and profits are permitted to accumulate

eyond the reasonable needs of the business, shall be prima facie
evidence of a purpose to escape the surtax; but the fact that the gains
and profits are In any case permitted to accumulate and become
surplus shall not be construed as evidence of a purpose to escape the
tax in such case unless the Commissioner certifies t%at in his opinion
such accumulation is unreasonable for the purposes of the business.
When requested by the Commissioner, or any collector, every corpo-
ration shall forward to him a correct statement of such gains and
profits and the names and addresses of the individuals or shareholders
who would be entitled to the same if divided or distributed, and of
the amounts that would be payable to each.

PAYMENT OF TAX AT SOURCE.

Sec. 221. (a) That all individuals, corporations and partnerships,
in whatever capacity acting, including lessees or mortgagors of re
or personal property, fiduciaries, employers, and all officers and
employees of the United States, having the control, receipt, custody,
disposal, or payment, of interest, rent, salaries, wages, premiums,
annuities, compensations, remunerations, emoluments, or other
fixed or determinable annual or periodical gains, profits, and income,
of any nonresident alien individual (other than income received as
dividends from a corporation which is taxable under this title upon
its net income) shall (except in the cases provided for in subdivision
(b) and except as otherwise provided in regulations prescribed b
the Commissioner under section 217) deduct and withhold from suc
annual or periodical gains, profits, and income a tax equal to 8
per centum thereof: Provided, That the Commissioner may authorize
such tax to be deducted and withheld from the interest upon any
securities the owners of which are not known to the withholding
agent.

~(b) In any case where bonds, mortgages, or deeds of trust, or other
similar obligations of a corporation contain a contract or provision
by which the obligor agrees to pay any portion of the tax imposed
by this title upon the obligee, or to reimburse the obligee for any
portion of the tax, or to pay the interest without deduction for any
tax which the obligor may l{e required or permitted to pay thereon
or to retain therefrom under any law ofp the United States, the
obligor shall deduct and withhold a tax equal to 2 per centum of
the interest u}gon such bonds, mortgages, deeds of trust, or other
obligations, whether such interest is payable annually or at shorter
or longer periods and whether payabge to a nonresident alien indi-
vidual or to an individual citizen or resident of the United States or
to a partnership: Provided, That the Commissioner may authorize
such tax to be deducted and withheld in the case of interest upon
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any such bonds, mortgages, deeds of trust or other obligations, the
owners of which are not known to the withholding agent. Such
deduction and withholding shall not be required in the case of a
citizen or resident entitled to receive such interest, if he files with the
withholding agent on or before February 1, a signed notice in writin
claiming the benefit of the credits provided in subdivisions (c) an§
(d) of section 216; nor in the case of a nonresident alien individual
if so provided for in regulations prescribed by the Commissioner
under section 217.

(c) Everg individual, corporation, or partnership required to deduct
and withhold any tax under this section shall make return thereof
on or before March first of each year and shall on or before June
fifteenth pay the tax to the official of the United States Government
authorized to receive it. Every such individual, corporation, or
partnership is hereby made liable for such tax and is hereby indem.
nified against the claims and demands of any individual, corpora-
tion, or partnership for the amount of any payments made in accord-
ance with the provisions of this section. '

(d) Income upon which any tax is required to be withheld at the
source under this section shall be included in the return of the recip-
ient of such income, but any amount of tax so withheld shall be cred-
ited a%ainst the amount ofy income tax as computed in such return.

(e) If any tax required under this section to be deducted and with-
held is paid by the recipient of the income, it shall not be re-collected
from the withholding agent; nor in cases in which the tax is so paid
shall any penalty be imposed upon or collected from the recipient of
the income or the withholding agent for failure to return or pay the
same, unless such failure was fraudulent and for the purpose of evading
payment.

CREDIT FOR TAXES.

SEC. 222. (a) That the tax computed under Part IT of this title
shall be credited with:

(1) In the case of a citizen of the United States, the amount of
any income, war-profits and excess-profits taxes paid during the
taxable year to any foreign country, upon income derived from sources
therein, or to any possession of the United States; and

(2) In the case of a resident of the United States, the amount of
any such taxes paid during the taxable year to any possession of the
United States; and

(3) In the case of an alien resident of the United States who is a
citizen or subject of a foreign country, the amount of any such taxes

aid during t{m taxable year to such country, upon income derived
E‘om sources therein, if such country, in imposing such taxes, allows
a similar credit to citizens of the United States residing in such coun-
try; and

I:y(t’l) In the case of any such individual who is & member of a part-
nership or & beneficiary of an estate or trust, his proportionate share
of such taxes of the partnership or the estate or trust paid during the
taxable year to a foreign country or to any possession of the United
States, as the case may be.

(b) If accrued taxes when paid differ from the amounts claimed as
credits by the taxpayer, or if any tax paid is refunded in whole or in
part, the taxpayer shall notify the Commissioner who shall redeter-
mine the amount of the tax due under Part IT of this title for the year
or years affected, and the amount of tax due upon such redetermina-
tion, if any, shall be paid by the taxpayer upon notice and demand
by the collector, or the amount of tax overpaid, if any, shall be
credited or refunded to the taxpayer in accordance with the pro-

112460°—vor 40—p1 1——68
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Jeomrmx.  visions of section 252. In the case of such a tax accrued but not paid,

ccrued, but not . . . .

paid; tax. the Commissioner as a condition precedent to the allowance of this
ond required.

credit may require the taxpayer to give a bond with sureties satis-
factory to a.n((i1 to be approved by the Commissioner in such penal
sum as the Commissioner may require, conditioned for the payment
by the taxpayer of a.ng amount of tax found due al]llpon any such
redetermination; and the bond herein prescribed shall contain such
. further conditions as the Commissioner may require.

et reauns.  (¢) These credits shall be allowed only if the taxpayer furnishes
evidence satisfactory to the Commissioner showing the amount of
income derived from sources within such foreign country or such pos-
session of the United States, and all other information necessary for
the computation of such credits.

Individual returns. INDIVIDUAL RETURNS.

of R tatements  Skc. 223. That every individual having a net income for the taxable
made by taxpayer. ear of $1,000 or over if single or if married and not living with
usband or wife, or of $2,000 or over if married and living with
husband or wife, shall make under oath a return stating specifically
the items of his gross income and the deductions and credits allowed
by this title. a husband and wife living together have an aggre-
gate net income of $2,000 or over, each shall make such a return
unless the income of each is included in a single joint return.
If the taxpayer is unable to make his own return, the return shall
be made by a duly authorized agent or by the guardian or other
person charged mtﬁ the care of the person or property of such tax-

Partnership returns. payer.

By agent.

PARTNERSHIP RETURNS.

of gross income. Sec. 224. That every partnership shall make a return for each
Detals. taxable year, stating specifically the items of its gross income and
the deductions allowed by this title, and shall include in the return
the names and addresses of the individuals who would be entitled
to share in the net income if distributed and the amount of the
distributive share of each individual. The return shall be sworn

to by any one of the partners.

returns.
Fiduclary FIDUCIARY RETURNS,

Statement of gross

fncome of estate, etc. Sec. 225. That every ﬁduciax? (except receivers appointed by
authority of law in possession of part only of the property of an
individual) shall make under oath a return for the individual, estate
or trust for which he acts (1) if the net income of such individual
is 1,000 or over if single or if married and not living with husband
or wife, or $2,000 or over if married and living with husband or wife,
or (2) if the net income of such estate or trust is $1,000 or over or if
any beneficiary of such estate or trust is a nonresident alien, statin
Soint A specifically the items of the gross income and the deductions an
actaries. credits allowed by this title. Under such regulations as the Com-
missioner with the approval of the Secretary may prescribe, & return
made by one of two or more joint fiduciaries and filed in the office
oath, ete. of the collector of the district where such fiduciary resides shall be a
sufficient compliance with the above requirement. The fiduciary
shall make oath that he has sufficient knowledge of the affairs of
such individual, estate or trust to enable him to make the return,
and that the same is, to the best of his knowledge and belief, true
Provisions  appl- and_corr.ect.:. .
cable Fiduciaries required to make returns under this Act shall be subject
to all the provisions of this Act which apply-to individuals.
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RETURNS WHEN ACCOUNTING PERIOD CHANGED,

Sec. 226. That if a taxfpayer, with the approval of the Commis-
sioner, changes the basis of computing net income from fiscal year to
calendar year a separate return shall be made for the period between
the close of the last fiscal year for which return was made and the
following December thirty-first. If the change is from calendar

ear to fiscal year, a separate return shall be made for the period
etween the close of the last calendar year for which return was
made and the date desﬁnated as the close of the fiscal year. If the
change is from one fiscal year to another fiscal year a separate return
shall be made for the period between the close of the former fiscal
{fear and the date d@gﬁxj&;ted as the close of the new fiscal year.
a taxpayer making first return for income tax keeps his
accounts on the basis of a fiscal year he shall make a separate return
for the period between the beginning of the calendar year in which
such fiscal year ends and the end 0% such fiscal year.

In all of the above cases the net income shall be computed on the
basis of such period for which separate return is made, and the
tax shall be paid thereon at the rate for the calendar year in which
such period is included; and the credits provided in subdivisions
(c) and (d) of section 216 shall be reduced respectively to amounts
which bear the same ratio to the full credits provided in such sub-
divisions as the number of months in such period bears to twelve
months.

TIME AND PLACE FOR FILING RETURNS.

Sec. 227. (a) That returns shall be made on or before the
fifteenth day of the third month following the close of the fiscal year,
or, if the return is made on the basis of the calendar ear, then the
return shall be made on or before the fifteenth day ofy March. The
Commissioner may grant a reasonable extension of time for filing
returns whenever in his judgment good cause exists and shall keep
a record of every such extension and the reason therefor. Except
in the case of taxpayers who are abroad, no such extension shall
for more than six months.

(b) Returns shall be made to the collector for the district in which
is located the legal residence or principal place of business of the
person making the return, or, if he has no legal residence or “principa.l

lace of busmess in the United States, then to the collector at
altimore, Maryland.

UNDERSTATEMENT IN RETURNS.

Sec. 228. That if the collector or deputy collector has reason to
believe that the amount of any income returned is understated, he
shall give due notice to the taxpayer making the return to show cause
why the amount of the return should not be increased, and upon

roof of the amount understated, may increase the same accordingly.
gueh taxpayer may furnish sworn testimony to prove any relevant
facts and if dissatisfied with the decision of the collector may appeal
to the Commissioner for his decision, under such rules of proce(fure
as may be prescribed by the Commissioner with the approval of the
Secretary.
Parr III.—CoRPORATIONS.

TAX ON CORPORATIONS.

SEc. 230. (a) That, in lieu of the taxes imposed by section 10 of
the Revenue Act of 1916, as amended by the Revenue Act of 1917,
and by section 4 of the Revenue Act of 1917, there shall be levied,
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collected, and paid for each taxable year upon the net income of
every corporation a tax at the following rates:

(1) For the calendar year 1918, 12 per centum of the amount of
the net income in excess of the credits provided in section 236; and

(2) For each calendar year thereafter, 10 per centum of such excess
amount.

(b) For the purposes of the Act approved March 21, 1918, entitled
“An Act to provide for the operation of transportation systems while
under Federal control, for the just compensation of their owners, and
for other purposes,” five-sixths of the tax imposed by paragraph (1)
of subdivision (a) and four-fifths of the tax imposed by paragraph
(2) of subdivision (a) shall be treated as levied by an Act in amend-
ment of Title I of the Revenue Act of 1917.

CONDITIONAL AND OTHER EXEMPTIONS.

Skc. 231. That the following organizations shall be exempt from
taxation under this title—

(1) Labor, agricultural, or horticultural organizations;

(2) Mutual savings banks not having a capital stock represented
by shares;

(3) Fraternal beneficiary societies, orders, or associations, (a) oper-
ating under the lodge system or for the exclusive benefit of the
members of a fraternity itself operating under the lodge system, and
®) 1;;roviding for the payment of life, sick, accident, or other benefits
to the members of such society, order, or association or their de-
pendents;

(4) Domestic building and loan associations and cooperative banks
without capital stock organized and operated for mutual purposes
and without profit;

(5) Cemetery companies owned and operated exclusively for the
benefit of their members;

(6) Corporations organized and operated exclusively for religious,
charitable, scientific, or educational purposes, or for the prevention
of cruelty to children or animals, no part of the net earnings of which
inures to the benefit of any private stockholder or individual;

(7) Business leagues, chambers of commerce, or boards of trade,
not. organized for profit and no part of the net earnings of which
inures to the benefit of any private stockholder or individual;

(8) Civic leagues or organizations not organized for profit but
operated exclusively for the promotion of social welfare;

7(9) Clubs organized and operated exclusively for pleasure, recrea-
tion, and other nonprofitable purposes, no part of the net earnings
of which inures to the benefit of any private stockholder or member;

(10) Farmers’ or other mutual hail, cyclone, or fire insurance
companies, mutual ditch or irrigation companies, mutual or coopera-
tive telephone companies, or like organizations of a purely local
character, the income of which consists solely of assessments, dues,
and fees collected from members for the sole purpose of meeting

nses;

(11) Farmers’, fruit growers’, or like associations, orfflanized and
ogerated as sales agents for the purpose of marketing the products
of members and turning back to them the proceeds of sales, less the
necessary selling expenses, on the basis of the quantity of produce
furnished by them;

~(12) Corporations organized for the exclusive purpose of holding
title to property, collecting income therefrom, and turning over the
entire amount thereof, less expenses, to an organization which itself
1s exempt from the tax imposed by this title;

(13) queral lgxnd banks and national farm-loan assoeciations as
provided in section 26 of the Act approved July 17, 1916, entitled
“An Act to provide capital for agricultural development, to create
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standard forms of investment based upon farm mortgage, to equalize
rates of interest upon farm loans, to furnish a market for United
States bonds, to create Government depositaries and financial agents
for the United States, and for other purposes”’;

(14) Personal service corporations.

NET INCOME DEFINED.

SEc. 232. That in the case of a corporation subject to the tax
imposed by section 230 the term ‘‘net income’ means the gross
income as defined in section 233 less the deductions allowed by
section 234, and the net income shall be computed on the same
basis as is provided in subdivision (b) of section 212 or in section
226. ‘

GROSS INCOME DEFINED.

Sroc. 233. (a) That in the case of a corporation subject to the tax

imposed by section 230 the term ‘‘gross income” means the gross
income as defined in section 213, except that:

(1) In the case of life insurance companies there shall not be in-
cluded in gross income such portion of any actual premium received
from any individual policyholder as is paid back or credited to or
treated as an abatement of premium of such policyholder within the
taxable year. .

(2) Mutual marine insurance companies shall include in gross
income the gross premiums collected and received by them less
amounts paid for reinsurance.

. (b) In the case of a foreign corporation gross income includes
only the gross income from sources within the United States, includ-
ing the interest on bonds, notes, or other interest-bearing obligations
of residents, corporate or otherwise, dividends from resident cor-
porations, and including all amounts received (although paid under
a contract for the sale of goods or otherwise) representing profits on
the manufacture and disposition of goods within the United States.

DEDUCTIONS ALLOWED.

Sec. 234, (a) That in computing the net income of a corporation
subject to the tax imposed by section 230 there shall be allowed as
deductions:

(1) All the ordinary and necessary expenses paid or incurred dur-
ing the taxable year In carrying on any trade or business, includinﬁ
a reasonable allowance for salaries or other compensation for persona
services actually rendered, and including rentals or other payments
required to be made as a condition to the continued use or possession
of property to which the corporation has not taken or is not takin,
title, or in which it has no equity; :

(2) All interest paid or accrued within the taxable year on its
indebtedness, except on indebtedness incurred or continued to fpur—
chase or carry obligations or securities (other than obh'gations of the
United States issued after September 24, 1917) the interest upon
which is wholly exempt from taxation under this title as income to
the taxpayer, or, in the case of a foreign corporation, the proportion
of such interest which the amount of its gross income from sources
within the United States bears to the amount of its gross income from
all sources within and without the United States; .

(3) Taxes paid or accrued within the taxable year imposed (a)
by the authority of the United States, except income, war-profits
and excess-profits taxes; or (b) by the authority of any of its posses-
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sions, except the amount of income, war-profits and excess-profits
taxes allowed as a credit under section 238; or (c) by the authority
of any State or Territory, or any county, school district, municipality,
or other taxing subdivision of any State or Territory, not including
those assessed against local benefits of a kind tending to increase
the value of the property assessed; or (d) in the case of a domestic
corporation, by the authority of any foreign country, except the
amount of income, war-profits and excess-profits taxes allowed
as a credit under section 238; or (e) in the case of a foreign corpora-
tion, by the authority of any foreign country (except income, war-

rofits and excess-profits taxes, and taxes assessed against local

enefits of a kind tending to increase the value of the property
assessed), upon the property or business: Provided, That in the case
of obligors specified in subdivision (b) of section 221 no deduction
for the payment of the tax imposed by this title or any other tax

.paid pursuant to the contract or provision referred to in that sub-

division, shall be allowed;

(4) Losses sustained during the taxable year and not compensated
for by insurance or otherwise;

(5) Debts ascertained to be worthless and charged off within the
taxable year;

(6) Amounts received as dividends from a corporation which
is taxable under this title upon its net income, and amounts received
as dividends from a persanal service corporation out of earnings or
profits upon which income tax has been imposed by Act of Congress;

(7) A reasonable allowance for the exhaustion, wear and tear of
property used in the trade or business, including a reasonable allow-
ance for obsolescence;

(8) In the case of buildings, machinery, equipment, or other
facilities, constructed, erected, mstalled, or acquired, on or after
April 6, 1917, for the production of articles contributing to the
prosecution of the present war, and in the case of vessels constructed
or acquired on or after such date for the transportation of articles or
men contributing to the prosecution of the present war, there shall
be allowed a reasonable deduction for the amortization of such part
of the cost of such facilities or vessels as has been borne by the tax-
payer, but not again including any amount otherwise allowed under
this title or previous Acts of Congress as a deduction in computing
net income. At any time within three years after the termination
of the present war the Commissioner may, and at the request of the
taxpayer shall, reexamine the return, and if he then finds as a result
of an ?pmisal or from other evidence that the deduction originall
allowed was incorrect, the taxes imposed by this title and by Title 1
for the year or years affected shall be redetermined and the amount
of tax due upon such redetermination, if any, shall be paid upon notice
and demand by the collector, or the amount of tax overpaid, if any,
shall be credited or refunded to the taxpayer in accordance with the
provisions of section 252; .

(9) In the case of mines, oil and gas wells, other natural deposits,
and timber, a reasonable allowance for depletion and for depreciation
of improvements, according to the pecubar conditions in each case,
based upon cost including cost of development not otherwise deducted:
Provided, That in the case of such properties acquired prior to March
1, 1913, the fair market value of the roperty (or the taxpayer’s
interest therein) on that date shall be taﬁen in lieu of cost up to that
date: Provided further, That in the case of mines, oil and gas wells,
discovered by the taxpayer, on or after March 1, 1913, and not
acquired as the result of purchase of a proven tract or lease, where the
fair market value of the property is materially disproportionate to
the cost, the depletion allowance shall be based upon the fair market
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value of the properti at the date of the discovery, or within thirty
days thereafter; such reasonable allowance in the above cases
to be made under rules and regulations to be prescribed by the
Commissioner with the approval of the Secretary. In the case of
leases the deductions allowed by this paragraph shall be equitably
apportioned between the lessor and lessee;

(10) In the case of insurance companies, in addition to the above:
(a) The net addition required by law to be made within the taxable
year to reserve funds (including in the case of assessment insurance
companies the actual deposit of sums with State or Territorial
officers pursuant to law as additions to guarantee or reserve funds);
and (b) the sums other than dividends paid within the taxable year
on policy and annuity contracts;

(11) In the case of corporations issuing policies covering life,
health, and accident insurance combined in one policy issued on the
weekly premium payment plan continuing for life and not subject to
cancellation, in addition to the above, sucg portion of the net addition
(not required by law) made within the taxable year to reserve funds
as the Commissioner finds to be required for the protection of the
holders of such policies only;

(12) In the case of mutual marine insurance companies, there shall
be allowed, in addition to the deductions allowed in paragraphs (1) to
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INCOME TAX.  of such redetermination shall be credited or refunded to the taxpayer
Forelgn corporations, 1t @ccordance with the provisions of section 252. ) )
Deductions only on  (b) In the case of a foreign corporation the deductions allowed in

fusiness m United gyhdivision (a), except those allowed in paragraph (2) and in clauses
(a), (b), and (c) of paragraph (3), shall be allowed only if and to the
extent that they are connected with income arising from a source
within the United States; and the proper apportionment and alloca-
tion of the deductions with respect to sources of income within and
without the United States shall be determined under rules and regu-
lations prescribed by the Commissioner with the approval of the
Secretary.

Ttems not deductible.
ITEMS NOT DEDUCTIBLE.

Tt o 1060, 2% SEe. 235. That in computing net income no deduction shall in
any case be allowed in respect of any of the items specified in sec-
tion 215.

Credits allowed. CREDITS ALLOWED,

Designation of. Sec. 236. That for the purpose only of the tax imposed by section
230 there shall be allowed the following credits:

(a) The amount received as interest upon obligations of the
United States and bonds issued by the War Finance Corporation,
which is included in gross income under section 233;
porandescessprot by The amount of any taxes imposed by Title IIT for the same

Interest on Federal,
etc., obligations.

Proziso. _ taxable year: Provided, That in the oase of a corporation which
g ! year ending makes return for a fiscal year beginning in 1917 and ending in 1918,
Computation. in computing the tax as provided in subdivision (a) of section 205,

the tax computed for the entire period under Title Il of the Revenue
Act of 1917 shall be credited against the net income computed for
the entire period under TitleT of the Revenue Act of 1916 as amended
by the Revenue Act of 1917 and under Title I of the Revenue Act

Allowance. ~ of 1917, and the tax computed for the entire period under Title ITI
of this Act at the rates preseribed for the calendar year 1918 shall
be credited against the net income computed for the entire period

Domestic  corpors. URder this title; and )

tions, $2,000. (¢) In the case of a domestic corporation, $2,000.

Payment at source. PAYMENT OF TAX AT SOURCE.

tioms nor i s Sec. 237. That in the case of foreign corporations sql){qct to

United States. taxation under this title not engaged in trade or business within the

United States and not having any office or place of business therein,

there shall be deducted and withheld at the source in the same man-

ner and upon the same items of income as is provided in section 221

Ante, p. 1072, a tax equal to 10 per centum thereof, and such tax shall be returned

Prosisn and paid in the same manner and subject to the same conditions as

Interest free from Provided in that section: Provided, That in the case of interest

tax. described in subdivision (b) of that section the deduction and with-
holding shall be at the rate of 2 per centum.

Credit for taxes.
CREDIT FOR TAXES.

tiong e P Sgpe, 238. (a) That in the case of a domestic corporation the total

Paid toloreignooun- taxes imposed for the taxable year by this title and by Title III
U g

possession. -~ ghall be credited with the amoﬁnt ofyany income, War—%roﬁts and

excess-profits taxes paid during the taxsble year to any foreign

country, upon income deriveduﬁom sources therein, or to any pos-

Redetermination 3¢ 5655100 of the United States. '

paid taxes differ rom  1f accrued taxes when paid differ from the amounts claimed as

creditclaimed ete.  credits by the corporation, or if any tax paid is refunded in whole
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or in part, the corporation shall at once notify the Commissioner
who shall redetermine the amount of the taxes due under this title
and under Title III for the year or years affected, and the amount
of taxes due upon such redetermination, if any, shall be paid by the
corporation upon notice and demand by the collector, or the amount
of taxes overgaid, if any, shall be credited or refunded to the corpora-
tion in accordance with the provisions of section 252. In the case of
such a tax accrued but not ga.id, the Commissioner as & condition
precedent to the allowance of this credit may require the corpora-
tion to give a bond with sureties satisfactory to and to be approved
by him in such penal sum as he may require, conditioned for the
payment by the taxpayer of any amount of taxes found due upon
any such redetermination; and the bond herein prescribed shall con-
tain such further conditions as the Commissioner may require.

(b) This credit shall be allowed only if the taxpayer furnishes
evidence satisfactory to the Commissioner showing the amount of
income derived from sources within such foreign country or such
possession of the United States, as the case may be, and all other
information necessary for the computation of such credit.

(¢) If a domestic corporation makes a return for a fiscal year be-
ginning in 1917 and ending in 1918, only that proportion of this
credit shall be allowed which the part of such period within the
calendar year 1918 bears to the entire period.

CORPORATIéN RETURNS.

Skc. 239. That every corporation subject to taxation under this
title and every personal service corporation shall make a return,
stating specifically the items of its gross income and the deductions
and credits allowed by this title. %rhe return shall be sworn to by
the president, vice president, or other principal officer and by the
treasurer or assistant treasurer. If any foreign corporation has no
office or place of business in the United States but has an agent in
the United States, the return shall be made by the agent. In cases
where receivers, trustees in bankruptey, or assignees are operating
the property or business of corporations, such receivers, trustees,
or assignees shall make returns for such corporations in the same
manner and form as corporations are required to make returns.
Any tax due on the basis of such returns made by receivers, trustees
or assignees shall be collected in the same manner as if collected
from the corporations of whose business or property they have cus-
tody and control.

Returns made under this section shall be subject to the provisions
of sections 226 and 228. When return is made under section 226
the credit provided in subdivision (¢) of section 236 shall be reduced
to an amount which bears the same ratio to the full credit therein
provided as the number of months in the period for which such
return is made bears to twelve months.

CONSOLIDATED RETURNS.

Skc. 240. (a) That corporations which are affiliated within the
meaning of this section shall, under regulations to be prescribed
by the Commissioner with the approval of the Secretary, make a
consolidated return of net income and invested capital for the pur-
poses of this title and Title III, and the taxes thereunder shall be
computed and determined upon the basis of such return: Provided,
That there shall be taken out of such consolidated net income and
invested capital, the net income and invested capital of any such
affiliated corporation organized after August 1, 1914, and not suc-
cessor to a then existing business, 50 per centum or more of whose
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oss income consists of gains, profits, commissions, or other income, .

erived from a Government contract or contracts made between
April 6, 1917, and November 11, 1918, both dates inclusive. In
such case the corporation so taken out shall be separately assessed
on the basis of its own invested capital and net income and the
remainder of such affiliated group shall be assessed on the basis of
the remaining consolidated invested capital and net income.

In any case in which a tax is assessed upon the basis of a consoli-
dated return, the total tax shall be computed in the first instance as
a unit and shall then be assessed upon the respective affiliated corpo-
rations in such proportions as may be agreed upon among them, or,
in the absence of any such agreement, then on the basis of the net
income properly assignable to each. There shall be allowed in
computing the income tax only one specific credit of $2,000 (as pro-
vided in section 236); in computing the war-profits credit (as pro-
vided in section 311) only one specific exemption of $3,000; and in
computing the excess-profits cregit (as provided in section 312) only
one specitfic exemption of $3,000.

(b) For the purpose of this section two or more domestic corpora-
tions shall be deemed to be affiliated (1) if one corporation owns
directly or controls through closely affiliated interests or by a nominee
or nominees substantially all the stock of the other or others, or (2)
if substantially all the stock of two or more corporations is owned
or controlled by the same interests.

(c) For the purposes of section 238 a domestic corporation which
owns a majority of the voting stock of a foreign corporation shall be
deemed to have paid the same proportion of any income, war-profits
and excess-profits taxes paid (but not including taxes accrued) by
such foreign corporation during the taxable year to any foreign
country or to any possession of the United States upon income
derived from sources without the United States, which the amount of
any dividends (not deductible under section 234) received by such
domestic corporation from such foreign corporation during the tax-
able year bears to the total taxable income of such foreign corpora-
tion upon or with respect to which such taxes were paid: Provided,
That in no such case shall the amount of the credit for such taxes
exceed the amount of such dividends (not deductible under section
234) received by such domestic corporation during the taxable year.

TIME AND PLACE FOR FILING RETURNS,

Skc. 241. (a) That returns of corporations shall be made at the
same time as is provided in subdivision (a) of section 227.
_ (b) Returns shall be made to the collector of the district in which
is located the principal place of business or principal office or agency
of the corporation, or, if it has no principal place of business or prin-
eipal office or agency in the United States, then to the collector at
Baltimore, Maryland.

ParT IV.—ADMINISTRATIVE PROVISIONS.
PAYMENT OF TAXES.

Sec. 250. (a) That except as otherwise provided in this section
and sections 221 and 237 the tax shall be paid in four installments,
each consisting of one-fourth of the total amount of the tax. The
first installment shall be paid at the time fixed by law for filing the
return, and the second installment shall be paid on the fifteenth day
of the third month, the third installment on the fifteenth day of the
sixth month, and the fourth installment on the fifteenth day of the
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ninth month, after the time fixed by law for filing the return. Where
an extension of time for filing a return is granted the time for pay-
ment of the first installment shall be postponed until the date of the
expiration of the period of the extension, but the time for payment
of the other installments shall not be postponed unless the Commis-
sioner so provides in granting the extension. In any case in which
the time for the payment of any installment is at the request of the
taxpayer thus postponed, there shall be added as part of such install-
ment interest thereon at the rate of 3 of 1 per centum per month
from the time it would have been due if no extension had been
granted, until paid. If any installment is not paid when due, the
whole amount of the tax unpaid shall become due and payable upon
notice and demand by the collector.

The tax may at the option of the taxpayer be paid in a single
payment instead of in installments, in which case the total amount
shall be paid on or before the time fixed by law for filing the return,
or, where an extension of time for filing the return has been granted,
on or before the expiration of the period of such extension.

(b) As soon as practicable after the return is filed, the Commis-
sioner shall examine it. If it then_appears that the correct amount
of the tax is greater or less than that shown in the return, the install-
ments shall be recomputed. If the amount already paid exceeds
that which should have been paid on the basis of the installments as
recomputed, the excess so paid shall be credited against the subse-
quent installments; and if the amount already paid exceeds the
correct amount of the tax, the excess shall be credited or refunded
to the taxpayer in accordance with the provisions of section 252.

If the amount already paid is less than that which should have been
paid, the difference shall, to the extent not covered by any credits
then due to the taxpayer under section 252, be paid upon notice and
demand by the collector. In such case if the return is made in good
faith and the understatement of the amount in the return is not due
to any fault of the taxpayer, there shall be no penalty because of
such understatement. If the understatement is due to negligence on
the part of the taxpayer, but without intent to defraud, there shall
be added as part of the tax 5 per centum of the total amount of the
deficiency, plus interest at the rate of 1 per centum per month on the
amount of the deficiency of each installment from the time the
installment was due.

If the understatement is false or fraudulent with intent to evade
the tax, then, in lieu of the penalty provided by section 3176 of the
Revised Statutes, as amended, for false or fraudulent returns willfully
made, but in addition to other penalties provided by law for false
or fraudulent returns, there shall be added as part of the tax 50 per
centum of the amount of the deficiency.

(c) If the return is made pursuant to section 3176 of the Revised
Statutes as amended, the amount of tax determined to be due under
such return shall be paid upon notice and demand by the collector.

(d) Except in the case o? false or fraudulent returns with intent
to evade the tax, the amount of tax due under any return shall be
determined and assessed by the Commissioner within five years after
the return was due or was made, and no suit or proceeding for the
collection of any tax shall be begun after the expiration of five years

after the date when the return was due or was made. In the case of

such false or fraudulent returns, the amount of tax due may be
determined at any time after the return is filed, and the tax may be
collected at any time after it becomes due.

(e) If any tax remains unpaid after the date when it is due, and
for ten days after notice and demand by the collector, then, except
in the case of estates of insane, deceasedf or insolvent persons, there
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meome ™x.  ghall be added as part of the tax the sum of 5 per centum on the
. amount due but unpaid, plus interest at therate of 1 per centum per
Provis0. . on caims MoNth upon such amount from the time it became due: Provided,
for abatement. That as to any such amount which is the subject of a bona fide claim
for abatement such sum of 5 per centum shall not be added and the
interest from the time the amount was due until the claim is decided

] shall be at the rate of 3 of 1 per centum per month.

Notice, etc.,inferred.  Tp, the case of the first installment provided for in subdivision (a)
the instructions printed on the return shall be deemed sufficient
notice of the date when the tax is due and sufficient demand, and the
taxpayer’s computation of the tax on the return shall be deemed

ntorcementex. Suflicient notice of the amount due.

penses. (f) In any case in which in order to enforce glayment of a tax it is
necessary for a collector to cause a warrant of distraint to be served,

Immediate payment UD€re shall also be added as fgin‘t of the tax the sum of $5.

if acisof taxpayerprei-  (g) 1f the Commissioner finds that a taxpayer designs quickly to

udice collection, etc, . J

depart from the United States or to remove his progerty therefrom,

or to conceal himself or his property therein, or to do any other act

tending to prejudice or to render wholly or partly ineffectual pro-

ceedings to collect the tax for the taxable year then last past or the

taxable year then current unless such proceedings be brought with-

out delay, the Commissioner shall declare the taxable period for such

taxpayer terminated at the end of the calendar month then last

past and shall cause notice of such finding and declaration to be

given the taxpayer, together with a demand for immediate pay-

ment of the tax for the taxable period so declared terminated and

of the tax for the preceding taxabﬁ)e year or so much of said tax asis

unpaid, whether or not the time otherwise allowed by law for filing

return and paying the tax has expired; and such taxes shall thereupon

Finding of Commis- hecome immediately due and payable. In any action or suit brought
sioner presumption of A

intent. to enforce payment of taxes made due and payable by virtue of the

provisions of this subdivision the finding of the Commissioner, made

as herein provided, whether made after notice to the taxpayer or

o not, shall be for all purposes presumptive evidence of the taxpayer’s

fand i mot Im de degiom, A taxpayer who is not in (ﬁafault in making any return or

payng ineome, war-profits, or excess-profits tax under any Act of

Congress may furnish to the United States, under regulations to be

prescribed by the Commissioner with the approval of the Secretary,

security approved by the Commissioner that he will duly make the

- return next thereafter required to be filed and pay the tax next there-

qroonditions of accept- g fep ‘reclguired to be paid. The Commissioner may approve and ac-

cept in like manner security for return and payment of taxes made

due and payable by virtue of the uBrovisr,ions of this subdivision,

‘ , provided the taxpayer has paid in full all other income, war-profits,

o ki OT excess-profits taxes due from him under any Act of Congress. 1
security is approved and accepted pursuant to the provisions of this
subdivision and such further or other security with respect to the
tax or taxes covered thereby is given as the Commissioner shall from
time to time find necessary and require, payment of such taxes shall
not be enforced by any proceedings under the provisions of this sub-
division prior to the expiration of the time otherwise allowed for
paying such respective taxes.

Receipts for taxes. RECEIPTS FOR TAXES.

To be given on re-

quest. _ Skc, 251. That every collector to whom any payment of any tax
is made under the provisions of this title shaﬁ upon request give to
the person making such payment a full written or printed receipt,
stating the amount paid and the particular account for which such
payment was made; and whenever any debtor pays taxes on account
of payments made or to be made by him to separate creditors the
collector shall, if requested by such debtor, give a separate receipt for
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the tax paid on account of each creditor in such form that the debtor
can conveniently produce such receipts separately to his several
creditors in satisfaction of their respective demands up to the amounts
stated in the receipts; and such receipt shall be sufficient evidence
in favor of such debtor to justify him in withholding from his next
payment to his creditor the amount therein stated; but the creditor
may, upon giving to his debtor a full written receipt acknowledging
the payment to hxm of any sum actually paid and accepting the
amount of tax paid as aforesaid (specifying the same) as a further
satisfaction of the debt to that amount, require the surrender to him
of such collector’s receipt.

REFUNDS.

Skc. 252. That if, upon examination of any return of income
made pursuant to this Act, the Act of August 5, 1909, entitled ‘‘An
Act to provide revenue, equalize duties, and encourage the indus-
tries of the United States, and for other purposes,” the Act of October
3,1913, entitled ‘“ An Act to reduce tariff duties and to provide revenue
for the Government, and for other Xurposes,” the Revenue Act of
1916, as amended, or the Revenue Act of 1917, it appears that an
amount of income, war-profits or excess-profits tax has been paid in
excess of that fproperly due, then, notwithstanding the provisions of
section 3228 of the Revised Statutes, the amount of the excess shall
be credited against any income, war-profits or excess-profits taxes,
or installment thereof, then due from the taxpayer un(ﬁar any other
return, and any balance of such excess shall be immediately refunded
to the taxpayer: Provided, That no such credit or refund shall be
allowed or made after five years from the date when the return was
due, unless before the expiration of such five years a claim therefor
is filed by the taxpayer. '

' PENALTIES.

Sgc. 253. That any individual, corporation, or partnership re-
quired under this title to pay or collect any tax, to make a return or
to supply information, who fails to pay or collect such tax, to make
such return, or to su pli such information at the time or times
required under this title, shall be liable to a penalty of not more than
$1,000. Any individual, corporation, or partnership, or any officer
or employee of any corporation or member or employee of a part-
nership, who willfully refuses to pay or collect such tax, to make
such return, or to supply such information at the time or times
required under this title, or who willfully attempts in any manner
to defeat or evade the tax imposed by this title, shall be guilty of a
misdemeanor and shall be fined not more than $10,000 or imprisoned
for not more than one year, or both, together with the costs of prose-
cution.

RETURNS OF PAYMENTS OF DIVIDENDS.

Skc. 254. That every corporation subject to the tax imposed by
this title and every personal service corporation shall, when require
by the Commissioner, render a correct return duly verified under
oath, of its payments of dividends, stating the name and address of
each stockholder, the number of shares owned by him, and the
amount of dividends paid to him.

RETURNS OF BROKERS.
Sec. 255. That every individual, corporation, or partnership

doing business as a broker shall, when required by the Commissioner,
render a correct return duly verified under oath, under such rules and
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mcoME TaX.  pepulations as the Commissioner, with the approval of the Secretary,
may prescribe, showing the names of customers for whom such
individual, corporation, or partnership has transacted any business,
with such details as to the profits, losses, or other information which
the Commissioner may require, as to each of such customers, as will
enable the Commissioner to determine whether all income tax due on
profits or gains of such customers has been paid.

soanformation at INFORMATION AT SOURCE.
polr e ine fixon _SEC. 256. That all individuals, corporations, and partnerships, in
payments to others of whatever capacity acting, including lessees or mortgagors of real or
Ante, p. 337. personal property, fiduciaries, and employers, making payment to
another individual, corporation, or partnership, of interest, rent,
salaries, wages, premiums, annuities, compensations, remunera-
tions, emoluments, or other fixed or determinable gains, profits, and
income (other than payments described in sections 254 and 255), of
oy United States §1,000 or more in any taxable year, or, in the case of such payments
) made by the United States, the officers or employees of the United
States having information as to such payments and required to make
returns in regard thereto by the regulations hereinafter provided for,
shall render a true and accurate return to the Commissioner, under
such regulations and in such form and manner and to such extent as
may be prescribed by him with the approval of the Secretary, setting
forth the amount ofy such gains, profits, and income, and the name
and address of the recipient of such payment.
e e ™ Such returns may be required, regardless of amounts, (1) in the case
) . of payments of interest upon bonds, mortgages, deeds of trust, or
conpmeeing  forelgn other similar obligations of corporations, and (2) in the case of collec-
tions of items (not payable in the United States) of interest upon the
bonds of foreign countries and interest upon the bonds of and divi-
dends from foreign corporations by individuals, corporations, or part-
nershigs undertaking as a matter of business or for profit the collec-
tion o foreign payments of such interest or dividends by means of
coupons, checks, or bills of exchange.
sootames and addres- en necessary to make effective the provisions of this section the
name and address of the recipient of income shall be furnished upon
demand of the individual, corporation, or partnership paying the
income.
sono be made easch  The provisions of this section shall appl{ to the calendar year 1918
and each calendar year thereafter, but shall not apply to the payment
of mterest on obligations of the United States.

Publicity. RETURNS TO BE PUBLIC RECORDS.

lorcturms made pub-  gpo 957 That returns upon which the tax has been determined by
PsPsoionrestricted: the Commissioner shall constitute public records; but they shall be
ed. 7 open to inspection only upon order of the President and under
Provisos rules and regulations prescribed by the Secretary and approved by
Access by State om- the President: Provided, That the proper officers of any State impos-
cers. ing an income tax may, upon the request of the governor thereof, have
access to the returns of any corporation, or to an abstract thereof

showing the name and income of the corporation, at such times and

porrekholders of «or in such manner as the Secretary may prescribe: Provided further,
turns. That all bona fide stockholders of record owning 1 per centum or more
of the outstanding stock of any corporation shall, upon making re-

Punishment for un. quest of the Commissioner, be allowed to examine the anntal income
authorized divulging. returns of such corporation and of its subsidiaries. Any stockholder
who pursuant to the provisions of this section is allowed to examine
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the return of any corporation, and who makes known in any manner
whatever not provided by law the amount or source of income, profits
losses, expenditures, or any particular thereof, set forth or disclosed
in any such return, shall be guilty of a misdemeanor and be punished
by a fine not exceeding $1,000, or by imprisonment not exceeding one
year, or both.

The Commissioner shall as soon as practicable in each year cause
to be prepared and made available to public inspection in such manner
as he may determine, in the office of the collector in each internal-
revenue district and in such other places as he may determine, lists
containing the names and the post-office addresses of all individuals
making income-tax returns in such district,

PUBLICATION OF STATISTICB.

Sec. 258. That the Commissioner, with the approval of the Secre-
ta.ri, shall prepare and publish annually statistics reasonably available
with respect to the operation of the income, war-profits and excess-
profits-tax laws, including classifications of taxpayers and of income,
the amounts allowed as deductions, exemlptions, and credits, and any
other facts deemed pertinent and valuable. o

COLLECTION OF FOREIGN ITEMS.

Sec. 259. That all individuals, corporations, or partnerships
undertaking as a matter of business or for Eroﬁt the collection of
foreign payments of interest or dividends by means of coupons,
checks, or bills of exchange shall obtain a license from the Commis-
sioner and shall be subject to such regulations enabling the Gov-
ernment to obtain the information required under this title as the
Commissioner, with the approval of the Secretar{, shall prescribe;
and whoever knowingly undertakes to collect such payments with-
out having obtained a license therefor, or without complying with
such _regufations, shall be guilty of a misdemeanor and shall be
fined not more than $5,000, or imprisoned for not more than one
year, or both.

CITIZENS OF UNITED STATES POSSESSIONS.

Sec. 260. That any individual who is a citizen of any possession
of the United States (but not otherwise a citizen of the United
States) and who is not a resident of the United States, shall be sub-
ject to taxation under this title only as to income derived from sources
within the United States, and in such case the tax shall be computed
and paid in the same manner and subject to the same conditions
as in the case of other persons who are taxable only as to income
derived from such sources.

PORTO RICO AND PHILIPPINE ISLANDS.

Skc. 261. That in Porto Rico and the Philippine Islands the
income tax shall be levied, assessed, collected, and paid in accordance
with the provisions of the Revenue Act of 1916 as amended.

Returns shall be made and taxes shall be paid under Title I of
such Act in Porto Rico or the Philippine Islands, as the case ma{{be,
by (1) every individual who is a citizen or resident of Porto Rico
or the Philippine Islands or derives income from sources therein,
and (2) every corporation created or organized in Porto Rico or
the Philippine Islands or deriving income from sources therein.
An individual who is neither a citizen nor a resident of Porto Rico
or the Philippine Islands but derives income from sources therein,
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meouE TaX.  ghall be taxed in Porto Rico or the Philippine Islands as a nonresi-
dent alien individual, and a corporation created or organized out-
side Porto Rico or the Philippine Islands and derivinﬂg_1 income from
Ko erodit or dod source;s therein shall be taxeF in I}’lorto Rico or tfhe Philippine Islt:lnd?
No credit or deduo 45 g foreign corporation. For the purposes of section 216 and o
ratton tax P aragraphglzﬁ) of subdivision (a) ofp section 234 a tax imposed in
orto Rico or the Philippine Islands upon the net income of a cor-

L poration shall not be deemed to be a tax under this title.
lepnority of nsalar © The Porto Rican or Philaij)pine Legislature shall have power by
due enactment to amend, alter, modify, or repeal the income tax
laws in force in Porto Rico or the Philippine Islands, respectively.

WARANDEXCESSFROT-  TTTLE IIL.—WAR-PROFITS AND EXCESS-PROFITS TAX.
General definitions. Part 1I.—GENERAL DEFINITIONS. .

grerms used 1n this  SEC. 300. That when used in this title the terms ‘‘taxable year,”

) “fiscal year,” ‘‘personal service corporation,” ‘‘paid or accrued,” and
“dividends” shall have the same meaning as provided for the pur-
Fos% of income tax in sections 200 and 201. The first taxable year
or the purposes of this title shall be the same as the first taxable year
for the purposes of the income tax under Title II.

Tax. Parr II.—ImposiTION OF TAx.

Additional tax on  Sgc. 301. (a) That in lieu of the tax imposed by Title I of the
comention met i~ povenue Act of 1917, but in addition to the other faxes imposed by

Anie, p. 302. this Act, there shall be levied, collected, and paid for the taxable year

1918 upon the net income of every corporation a tax equal to the
sum of the following:
For 1918. FIRST BRACKET.

ot In sxcess of 20 30 per centum of the amount of the net income in excess of the
" excess-profits credit (determined under section 312) and not in excess
of 20 per centum of the invested capital;

SECOND BRACKET.

In excess thereof. 65 per centum of the amount of the net income in excess of 20 per
centum of the invested capital;

THIRD BRACKET.

For higher income. The sum, if any, by which 80 per centum of the amount of the net
income in excess of the war-profits credit (determined under section
311) exceeds the amount of the tax computed under the first and
second brackets.

oiFor 1919, and there- (b) For the taxable year 1919 and each taxable year thereafter
) there shall be levied, collected, and paid upon the net income of
Exception. every corporation (except corporations taxabﬁa under subdivision (¢)

of this section) a tax equal to the sum of the following:

FIRST BRACKET.

pon ot in oxcess 020 * 20 per centum of the amount of the net income in_excess of the
excess-profits credit (determined under section 312) and not in excess
of 20 per centum of the invested capital;

SECOND BRACKET.

In excess thereol. 40 per centum of the amount of the net income in excess of 20 per
centum of the invested capital.
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{c) For the taxable year 1919 and each taxable year thereafter there
shall be levied, collected, and paid upon the net income of every cor-
poration which derives in such year a net income of more than
$10,000 from a.nc{ Government contract or contracts made between
April 6,1917, and November 11, 1918, both datesinclusive, a tax equal
to the sum of the following:

(1) Such a portion of a tax computed at the rates specified in sub-

division (a) as the part of the net income attributable to such Govern-
ment contract or contracts bears to the entire net income. In com-
puting such tax the excess-profits credit and the war-profits credit
applicable to the taxable year shall be used;

2) Such a portion of a tax computed at the rates specified in
subdivision (b) as the part of the net income not attributable to such
Government contract or contracts bears to the entire net income,

For the purpose of determining the part of the net income attribu-
table to such Government contract or contracts, the proper appor-
tionment and allocation of the deductions with respect to gross
income derived from such Government contract or contracts and
from other sources, respectively, shall be determmined under rules
and regulations prescribed by the Commissioner with the approval
of the Secretary. g

(d) In any case where the full amount of the excess-profits credit
is not allowed under the first bracket of subdivision (a) or (b), by

1089

‘WAR AND EXCESS PROF-
ITS TAX,
From Government
contracts during the

war.

fgomputation for

For 1919, and after.

Determination of
taxable income due to
contracts.

Deductions,

reason of the fact that such credit is in excess of 20 centum of the

invested capital, the dpart not so allowed shall be deducted from the
amount in the second bracket. '

(e) For the purposes of the Act approved March 21, 1918, entitled
““An Act to provide for the (;peration of transportation systems
while under Eederal control, for the just compensation their
owners, and for other p ,”” the tax m;;me({)% this title shall
be treated aslevied by an Act in amendment of Title I1 of the Revenue
Act of 1917. B

Sec. 302. That the tax imposed by subdivision (a) of section 301
shall in no case be more than 30 per centum of the amount of the
net income in excess of $3,000 and not in excess of $20,000, plus 80
per centum of the amount of the net income in excess of $20,000;
the tax imposed by subdivision (b) of section 301 shall in no case
be more than 20 per centum of the amount of the net income in
excess of $3,000 and not in excess of $20,000, plus 40 ger centum
of the amount of the net income in excess of $20,000; and the above
limitations shall apply to the taxes compubed under subdivisions
(a) and (b) of section 301, respectively, when used in subdivision (c)
of that section. Nothing in this section shall be construed in such
manner as to increase the tax imposed by section 301.

Sec. 303. That if part of the net income of a corporation is derived
(1) from a trade or business (or a branch of a trade or business) in
which the employment of capital is necessary, and (2) a part (consti-
tuting not less than 30 per centum of its total net income) is derived
from a separate trade or business (or a distinctly separate branch of
the trade or business) which if constituting the sole trade or business
would bring it within the class of ‘“personal service corporations,”
then (under regulations prescribed by the Commissioner with the
approval of the Secretary) the tax upon the first part of such net
income shall be separately computed (allow-igi in such computation
only the same proportionate part of the credits authorized in sec-
tions 311 and 312), and the tax upon the second part shall be the
same percentage thereof as the tax so computed upon the first part
is of such first part: Provided, That the tax upon such second part
shall in no case be less than 20 per centum thereof, unless the tax
upon the entire net income, if computed without benefit of this sec-

112460°—voL 40—pr 1——69

On_ milroads con-
strued as levied b‘y
Revenue Act of 1917,

Anite, p. 451,

Ante, p. 302

Limitations for 1918,

For 1919, and after.
Government con-
tracts.

No incresse author.
ized.

Separation of tax if

of income from
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wam aNp mXCESSFROF- tion, would constitute less than 20 per centum of such entire net
’ income, in which event the tax shall be determined upon the entire
Limit, net income, without reference to this section, as other taxes are de-
termined under this title. The total tax computed under this section
shall be subject to the limitations provided in section 302.
_Exempted corpors-  SEC. 304. (a) That the corporations enumerated in section 231
B te, p. 1076, shall, to the extent that they are exempt from income tax under
Title II, be exempt from taxation under this title.
Exemption of $3000.  (b) Any corporation whose net income for the taxable year is less
than $3,000 shall be exempt from taxation under this title.
piicome from gold  (C) In the case of any corporation engaged in the mining of gold, the
§ oxempl. portion of the net income derived from the mining of gold shall be
exempt from the tax imposed by this title, and the tax on the remain-
ing portion of the net income shall be the proportion of a tax computed
without the benefit of this subdivision which such remaining portion
of the net income bears to the entire net income. .
Forlessthanayear. SEC. 305. That if a tax is computed under this title for a period of
less than twelve months, the specific exemption of $3,000, wherever
referred to in this title, shall be reduced to an amount which is the
same proportion of $3,000 as the number of months in the period is
of twelve months.
Credits. . Parr II1.—CrEeDITS.

gfrewar period de- Sgc. 310. That as used in this title the term ‘prewar period”
) means the calendar years 1911, 1912, and 1913, or, if a corporation
was not in existence during the whole of such period, then as many of

: such years during the whole of which the corporation was in existence.

War-profits credits. SEC% 311. (a) That the war-profits credit shall consist of the
sum of:

£3,00 exemption. (1) A specific exemption of $3,000; and

formeme hermt o 4 (2) An amount equal to the average net income of the corporation
come and average pre- for the prewar period, plus or minus, as the case may be, 10 per
capital. centum of the difference between the average invested capital for the

Lessthanayear.  prewar period and the invested capital for the taxable year. If the
tax is computed for a period of less than twelve months such amount
shall be reduced to the same proportion thereof as the number of
months in the period is of tWelI:re months.

prurther, ifno prewar (b) If the corporation had no net income for the (s)rewar period, or
T if the amount computed under paragraph (2) of subdivision (a) is less
than 10 per centum of its invested capital for the taxable year, then

the war-profits credit shall be the sum of:

$3,000, (1) A 'specific exemption of $3,000; and

voren por cent of o (2) An amount equal to 10 per centum of the invested capital for
) the taxable year. .

Noprowarexistence.  (c) If the corporation was not in existence during the whole of at
least one calendar year during the prewar period, then, except as
provided in subdivision (d), the war-profits credit shall be the sum of:

$3,000. (1) A specific exemption of $3,000; and

Same percentage 2 (2) An amount equal to the same percentage of the invested
capital of the taxpayer for the taxable year as the average percentage

of net income to invested capital, for the prewar peri:i of corpora-

tions engaged in a trade or business of the same general class as that

conducted by the taxpayer; but such amount shall in no case be less

o than 10 per centum of the invested capital of the taxpayer for the
clstermination by taxable year. Such average percentage shall be determined by the
Commissioner on the basis of data contained in returns made under

Ante, p. 302. Title II of the Revenue Act of 1917, and the average known as the
median shall be used. If such average percentage has not been

torlaverage not de- determined and published at least 30u§ays prior to the time when
the return of the taxpayer is due, then for purposes of such return
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10 per centum shall be used in lieu thereof; but such average per- WA®AXDEXcESs rop
centage when determined shall be used for the purposes of section i
250 in determining the correct amount of the tax.

(d) The war-profits credit shall be determined in the manner pyon i proed
provided in subdivision (b) instead of in the manner provided in existence.
subdivision (¢), in the -€ase of any corporation which was not in
existence during the whole of at least one calendar year during the
prewar period, if (1) a majority of its stock at any time during the
taxable year is owned or controlled, directly or indirectly, by a cor-
poration which was in existence during the whole of at least one ,
calendar year during the prewar period, or if (2) 50 per centum OF come o
more of its gross income & computéd under section 233 for income ™ent or war contracts.
tax purposes) consists of gains, profits, ¢ommissions, or'other income,
derived from a government contraét -or contracts made between
April 6, 1917, and November 11,1918, both dates inclusive. -~ -

(e) fA sf3oreign corporation shall not be entitled to a specific exemp- foeign corperations.
tion of $3,000. R U ST TR

Skc. 312. That the excess-profits credit shall ‘consist of a speeific = o= Profts i
exemption of $3,000 ﬂ]:lus an amount equal to 8 per centum of the
invested capital for the taxable year. ; e e g

A foreign corporation shall not be entitled to the spécific exemp- s oorstios.
tion of $3,000. . e : e

Parr IV.—Ner INcoME. "

Skc. 320. (a) That for the purpose of this title the net income of &
corporation shall be ascertained and returned— ~ U pesls fr 11 aad

l21)) For the calendar years 1911 and 1912 upon the same basis w2 n
angln inAtho same manner as provided in se:it.ion 38 ofd the Act entitlgd Vol. 3, p. iz
. et to provide revenue, equalize dutios, and encourage the .
industries of &p‘Unitod-Stamegnd;ﬁor other ;purposes,” approved Devetins alloved.
August 5, 1909, except that taxes imposed by such section and paid
by the corporation within the yéar:shall be included ; For 1913,

(2) For the calendar year 1913 upon the same basis and in the same vl 3, p. 172,
manner as provided in Section IT of the Act entitled ‘“ An Act to reduce
tariff duties and to provide revenue for the Government, and for other
purposes,” approved October 3, 1913, except that taxes imposed by
section 38 of such Act of August 5, 1909, and paid by the corporation
within the year shall be included, and except that the amounts re-
ceived by it as dividends upon the stock or from the net earnings of
other corporations subject to the tax ?;sosed by Section II of such
Act of October 3, 1913, shall be deducted ; and

(3) For the taxable year upon the same basis and in the same
manner as provided for income tax purposes in Title II of this Act. , ooy 1o prowar

(b) The average net income for the prewar period shall be deter- period.
mined by dividing the number of years within that period during the
whole of which the corporation was in existence into the sum of the
net income for such years, even though there may have been no net
income for one or more of such years.

Deductions,

Taxable year,

Invested capital.
ParT V.—INVESTED CAPITAL. P
Ttems incinded.

Skc. 325. (a) That as used in this title— )

The term “intcmfible roperty”’ means patents, cop{rights, artyngivle  prop-
secret processes and formulse, good will, trade-marks, trade-brands,
franchises, and other like property; u ”

The term *tangible property” means stocks, bonds, notes, and “T=&blePrrny:
other evidences of indeb ess, bills and accounts receivable, lease-
holds, and other property other than intangible property;

The term ‘“‘borrowed capital’”’ means money or other property
bglxl-mwpd, whether represented by bonds, notes, open accounts, or
otherwise;

“Barrowed capital.”
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waraxpExorssrror- - The term ‘‘inadmissible assets” means stocks, bonds, and other
“Inadmissible  as- Obligations (other than obligations of the United States), the divi-
S e excl dends or interest from which 1s not included in computing net income,
s excluded. . . . .
but where the income derived from such assets consists in part of
gain or profit derived from the sale or other disposition thereof, or
where all or part of the interest derived from such assets is in effect
included in the netincome because of the limitation on the deduction
of interest under paragraph (2) of subdivision (a) of section 234, a
corresponding part of tﬁ capital invested in such assets shall not be
deemed to be inadmissible assets;
The term ‘admissible assets’’ means all assets other than inad-
missible assets, valued in accordance with the provisions of subdi-
Valus of stock with vision (a) of section 326, section 330, and section 331.
no par, ete. (b) For the purposes of this title, the par value of stock or shares
shall, in the case of stock or shares issued at a nomipal value or having
no par value, be deemed to be the fair market value as of the date or
ates of issue of such stock or shares.
SEc. 326. (a) That as used in this title the term ‘‘invested capital”’
for any year means (except as provided in subdivisions (b) and (c) of
this section);

“ Admissible assets.”

Invested capital con-~ d
strued.

g:h pa:d::‘ (1) Actual cash bona fide .fpaid in for stock or shares;
ble property. T B (2) Actual cash value o tangible property, other than cash,
Limiation. bona fide paid in for stock or shares, at the time of such payment,

but in no case to exceed the par value of the original stock or shares
specifically issued therefor, unless the actual cash value of such tan-
ible property at the time paid in is shown to the satisfaction of the
ommissioner to have been clearly and substantially in excess of such
Proviso. par value, in which case such excess shall be treated as paid-in surplus:
where melietin o Provided, That the Commissioner shall keep a reoordp of all cases in
gss ot stock issued which tangible property is included in invested capital at a value in
) excess of the stook or shares issued therefor, conteining the name

and address of each taxpayer, the business in which engaged, the

amount of invested ca it.a.IY and net income shown by tie Teturn,

the value of the tangible property at the time paid in, the par value

Co of the stock or shares specifically issued therefor, and the amount
Py, ete.,, to Con- . . A .
gress. included under this paragraph as paid-in surplus. The Commis-
sioner shall furnish a copy of such record and other detailed informa-
tion with respect to such cases when required by resolution of either
House of Congress, without regard to the restrictions contained in

‘S‘"“; P. ’08‘;' section 257; .
videapronts. . "% (3) Paid-in or earned surplus and undivided profits; not including

surplus and undivided profits earned during the year; .
taheible property  (4) Intangible property bona fide paid in for stock or shares prior
arch 3, 1917. to March 3, 1917, in an amount not exceeding (a) the actual cash

value of such property at the time paid in, (b) the par value of the
Alter March 3, 1017, StOCk or shares issued therefor, or (cg in the ate 25 per centum

of the par value of the total stock or shares of the corporation out-
standing on March 3, 1917, whichever is lowest;

(5) Intangible property bona fide paid in for stock or shares on or
after March 3, 1917, in an amount not exceeding (a) the actual cash
value of such property at the time paid in, (b) the par value of the
stock or shares issued therefor, or (cg) in the aggregate 25 per centum
of the par value of the total stock or shares of the corporation out-

Procis. standing at the beginning of the taxable year, whichever is lowest:
i Provided, That in no case shall the total amount included under
peragraphs (4) and (5) exceed in the aggregate 25 per centum of the
par value of the total stock or shares of the corporation outstanding
Borrowed capitalnot &0 the beginning of the taxable year; but
ineluded. (b) As used in this title the term ‘‘invested capital” does not
include borrowed capital. -
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(c) There shall be deducted from invested capital as above defined WAR AND EXCESSFROF-
a percentage thereof equal to the percentage which the amount of » of inad-
inadmissible assets is of the amount of admissible and inadmissible RisgipTe assets
assets held during the taxable year.

(d) The invested capital for any period shall be the average . Average invested
invested capital for such period, but in the case of a corporation )
making & return for a fractional part of a year, it shall (except for
the purpose of paragraph (2) of subdivision (a) of section 311) be
the same fractional part of such average invested c?ipital.

The average invested ca;{:a.l for the prewar period shall be deter-
mined bfy dividing the number of years within that period during the
whole of which the corporation was in existence into the sum of the
average iInvested capital for such years. s :

Sec. 327. That in the following cases the tax shall be determined as goctorminstion of tax
provided in section 328: : SO business. "

(a)alWhere tl;\s efi)ommissioner-is unable to determine the invested gonvested capital not
capital as provi in section 326; Gy e . . .

I()b) %lhtﬁe case ofx? foreign cor;iomtioxll)-ie ' S il :::2% e ::;

(c) ere a mixed aggregate of tangi roperty and intangible g te.

roperty has been paid 1n for stock olll'gflor‘stl,)océ‘iand» bonds :!:flthe o
mmissioner is unable satisfactorily to determine the respective
values of the several classes of property at the time of payment, or to
distinguish the classes of property paid in for stock and for bonds,

- ec%ﬁly; 1i by th he C probo application to
d) ere upon application the corporation the Commissioner ,Up® n
finds and so dgclareslx) It))f record t);yhat thergax if determined without ﬂbl?wngﬂmdimm

benefit of this section would, owing to abnormal conditions affecting

the capital or income of the corporation, work upon the corporation

an exceptional hardship evidenced by grass disproportion between

the tax computed without benefit of this section and the tax com-

puted by reference to the representative.eorporations specified in

section 328. This subdivision shall: not apply to any case (1) jn Exeptioss.
which the tax (computed without benefit of this section) is high piugh copteal o O
merely because the corporation earned within the taxable year a high

rate of profit upon a normal invested capital, nor (2) in which 50 per Incomes from cost-
centum or more of the gross income of the corporation for the taxable g‘n"m(i&%mm i
year (computed under section 233 of Title IT) consists of gains, profits,

commissions, or other income, derived on a cost-plus %)ams rom a

Government contract or contracts made between April 6, 1917, and

November 11, 1918, both dates inclusive.

Sec. 328. (a) In thecasesspecified in section 327 the tax shall be conX determined by
the amount which bears the same ratio to the net income of the age stmiiar business
taxpayer (in excess of the specific exemption of .$3,000) for the
taxable year, as the average tax of representative corporations
engaged 1n a like or similar trade or business, bears to their average
net income (in excess of the specific exemption of $3,000) for such
year. In the case of a foreign corporation &e tax shall be computed Foreign corporations
without deducting the specific exemption of $3,000 either for the
taxpayer or the representative corporations. ‘

“In com%uting the tax under this section the Commissioner shall Method directed.
compare the taxpayer only with representative corporations whose
invested capital can be satisfactorily determined under section 326
and which are, ag nearly as may be, similarly circumstanced with
respect t0 gross income, net income, profits per unit of business
transacted and capital employed, the amount and rate of war profits
or excess profits, and all other relevant facts and circumstances. ) a

(b) For the gurposos of subdivision (a) the ratios between the ,cmations for do
average tax and the average net income of representative corpora-
tions shall be determined by the Commissioner in, accordance with
regulations prescribed by him with the approval of the Secretary.

For prewar period.

\
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WazaNp EXCESSFROF- 1 cases in which the tax is to be computed under this section, if
\Somputation if tax the tax as computed without the benefit of this section is less than 50
s otineome: ner centum of the net income of the taxpayer, the installments shall
in the first instance be computed upon the basis of such tax; but if the
tax so computed is 50 per centum or more of the net income, the in-
stallments shall in the first instance be computed upon the basis of a

Determination ofor. V2K equal to 50 per centum of the net income. In any case, the
roamoameaenoteor g otual ratio when ascertained shall be used in determining the cor-
Subsequent p a y - Tect amount of the tax. If the correct amount of the tax when de-
ment. termined exceeds 50 per centum of the net income, any excess of the
correct installments over the amounts actually paid shall on notice
and demand be paid together with interest at the rate of 4 of 1
per %entum per month on such excess from the time the installment
was due.

(c) The Commissioner shall keep arecord of all cases in which the tax
is determined in the manner prescribed in subdivision (a), containing
the name and address of each taxpayer, the business in which en-
) gaged, the amount of invested capital and net income shown by the
prformation to Con- return, and the amount of invested capital as determined under such

subdivision. The Commissioner shall furnish a copy of such record
and other detailed information with respect to such cases when re-
qlllximd by resolution of either House of Congress, without regard to
the restrictions contained in section 257.

Tf more.

Record of determined
cases.

Ante, p. 1088.

Reorganizations. ParT VI.—REORGANIZATIONS.
donmed contianesof  SEC. 330. That in the case of the reorganization, consolidation, or
o aioess for pre- change of ownership after January 1, 1911, of a trade or business
now carried on by a corporation, the corporation shall for the pur-
poses of this title be deemed to have been in existence prior to that
date, and the net income and invested capital of such predecessor
trade or business for all or any part of the prewar period prior to the
organization of the corporation now carrying on suc}ﬁetrade or business
sha:ll be deemed to have been the net income and invested capital of
such corporation.
partaarhip ot If Sml:go redecessor trade or business was carried on by a partner-
vidual business. ship or individual the net income for the prewar period shall, under
regulations prescribed by the Commissioner with the approvai of the
Secretary, be ascertained and returned as nearly as may be upon the
same basis and in the same manner as provided for corporations 1n
Title I1, including a reasonable deduction for salary or compensation
30 e?lch partner or the individual for personal services actually ren-
. ered.
Ip(l:’;gfﬂl?l%?ni(_ are  In the case of the organization as a corporation before July 1, 1919,
Tous garinerhip:ic, of any trade or business in which capital is 8 material income-pro-
poration from Junuary ducing factor and which was previously owned by a partnership or
’ individual, the net income of such trade or business from January 1,
1918, to the date of such reorganization may at the option of the
individual or partnership be taxed as the net income of a corpora-
tion is taxed under Titles IT and ITI; in which event the net income
and invested capital of such trade or business shall be computed as
Codistributed earn. I SUCh corporation had been in existence on and after January 1,
ings may be taxed to 1918, and the undistributed profits or earnings of such trade or
recipients, etc. business shall not be subject to the surtax imposed in section 211,
but amounts distributed on or after January 1, 1918, from the
earnings of such trade or business shall be taxed to the recipients as
dividends, a.ng ﬁll tfha provisionsbi)f Tit-lles II a;lld IiI re 1ia.ting to
Provisos. corporations shall so far as practicable a to such trade or business:
coption S ROmESX Provided, That this paragrgph shall not gggiy to any trade or business

Deductions allowed.
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the net income of which for the taxable year 1918 was less than 20 WA= AND EXCESS FEOT-
}I)‘(laf centum of its im}rlestefll( cap(iital for sm;h hy;sear: Provi(iedsﬁfurther, cor ) o
at any taxpayer who takes advantage of this paragra all pa poration, speci
the tax imposed by section 1000 of :ﬁlﬂ Act m?d by tEe first SI:lby- o, p. Fioo,
division of section 407 of the Revenue Act of 1916, as if such tax-
payer had been a corporation on and after January 1, 1918, with a
capital stock having no par value.
f any asset of the trade or business in existence both during the i assets not incinded
taxable year and any prewar year is included in the invested capital ™ P> ¥
for the taxable year but is not included in the invested capitaf for
such prewar year, or is valued on a different basis in computing the
invested capital for the taxable year and such prewar year, respect- _
ively, then under rules and regulations to be prescribed by the-,Redjstments au-
Commissioner with the approval of the Secretary such readjustments ‘
shall be made as are necessary to place the computation of the
invested capital for such prewar year on the besis employed in de-
tes ini tﬁeIinvtefted capit?l fgr the taxable year. hda o
EC. 331. In the case of the reorganization, consolidation, or _Valustion of assets
change of ownership of a trade or busrﬁmas, ‘or cfmngte‘of ownership & 307 o n e Mot
of groperty, after March 3, 1917, if an interest or control in such trade
or business or property of 50 per centum or more remsins in the same
persons, or any of them, then no asset transferred or received from the
revious owner shall, for the purpose of determininﬁlinmted capital,
e allowed a greater value than would have been allowed under this
title in computing the invested capital of such previous owner if
such asset had not been so transferred or received: Provided, That Proviso. «
if such previous owner was not a corporation, then the value of ANy s corporation.
asset so transferred or received sha.llr[i)e ‘taken at its cost of acquisi-
tion (at the date when acquired by such previous owner) with proper
allowance for depreciation, impairment, %étterment or development,
but no addition to the original cost shall be made for any chargﬁ or
expenditure deducted as expense or otherwise on or after March 1,
1913, in computing the net income of such previous owner for pur-
poses of taxation. ’

Part VII.—MISCELLANEOUS. Miscellaneous.

Sec: 335. (a) That if a corporation (other than a personal service et (05 glscal year
co:iporation) makes return for a fiscal 1};etu' beginning in 1917 and )
ending in 1918, the tax for the first taxable year under this title shall
be the sum of: (1) the same tproportion of a tax for the entire period phegportions com-
computed under Title II of the Revenue Act of 1917 which the
portion of such period falling within the calendar year 1917 is of the
entire period, and (2) the same progortion of a tax for the entire
period computed under this title at the rates specified in subdivision
(a) of section 301 which the portion of such period falling within the i
calendar year 1918 is of the entire period. Any amount heretofore ,Sredits, for former
or hereafter paid on account of the tax imposed for such fiscal year
by Title IT of the Revenue Act of 1917 shall be credited toward the
payment of the tax imposed for such fiscal year by this title, and if gmertd: oo of ex
the amount so paid exceeds the amount of the tax imposed by this
title, the excess shall be credited or refunded to the corporation in
accordance with the provisions of section 252. )

(b) If a corporation makes return for a fiscal year beginning in 1918 1o o year ending
and ending in 1919, the tax for such fiscal year under this title shall Proportions.
be the sum of: (1) the same proportion of a tax for the entire period
computed under subdivision (a) of section 301 which the portion of
such (f)enod falling within the calendar year 1918 is of the entire
period, and (2) the same proportion of a tax for the entire period
computed under subdivision (b) or (c) of section 301 which the por-
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tion of such period falling within the calendar year 1919 is of the
entire period.

(¢) If a partnership or a personal service corporation makes return
for a fiscal year beginning in 1917 and ending in 1918, it shall pay the
same proportion of a tax for the entire period computed under Title
II of the Revenue Act of 1917 which the portion of such period
falling within the calendar year 1917 is of the entire period.

Any tax paid by a partnership or personal service corporation for

any period beginning on or after January 1, 1918, shall be immediately

_refunded to the partnership or corporation as a tax erroneously or

Returns required.

Payment of tax,
Ante, p. 1081,

Mines, oil wells, ete.

Maximum of tax on
sales, ete., if discover
by taxpayer.

ESTATE TAX.

Construction of terms,
«Executor.””

«Collector.”’

Tax on transfers of
estates of decedents
herenfter.

Vol. 39, pp. 777, 1002,
Ante, D. 324,

illegally collected.

Sec. 336. That every corporation, not exempt under section 304,
shall make a return for the purposes of this title. Such returns shall
be made, and the taxes imposed by this title shall be paid, at the same
times and places, in the same manner, and subject to the same
conditions, as is provided in the case of returns and payment of in-
come tax by corporations for the purposes of Title II, and all the pro-
visions of that title not inapplicable, including penalties, are hereby
made applicable to the taxes imposed by this title.

Skc. 337. That in the case of a bona fide sale of mines, oil or gas

o4 wells, or any interest therein, where the principal value of the property

has been demonstrated by prospecting or exploration and discovery
work done by the taxpayer, the portion of the tax imposed by this
title attributable to such sale shall not exceed 20 per centum of the
selling price of such property or interest.

TITLE IV.—ESTATE TAX.

Sec. 400. That when used in this title—

The term ‘‘executor” means the executor or administrator of the
decedent, or, if there is no executor or administrator, any person
who takes possession of any property of the decedent; and

The term “‘collector’” means the collector of internal revenue of
the district in which was the domicile of the decedent at the time
of his death, or, if there was no such domicile in the United States,
then the collector of the district in which is situated the part of the
gross estate of the decedent in the United States, or, if such part
of the gross estate is situated in more than one district, then the
colloctor of internal revenue of such district as may be designated
by the Commissioner.

Skc. 401. That (in lieu of the tax imposed by Title IL of the
Revenue Act of 1916, as amended, and in lieu of the tax impos
by Title IX of the Revenue Act of 1917) a tax equal to the sum of
the following percentages of the value of the net estate (determined
as provided in section 403) is hereby imposed upon the transfer of
the net estate of every decedent dying after the passage of this Act,
whether a resident or nonresident of the United States:

1 per centum of the amount of the net estate not in excess of
$50,000;

2 per centum of the amount by which the net estate exceeds
$50,000 and does not exceed $150,000;

3 per centum of the amount by which the net estate exceeds
$150,000 and does not exceed $250,000;

4 per centum of the amount by which the net estate exceeds
$250,000 and does not exceed $450,000;

6 per centum of the amount by which the net estate exceeds
$450,000 and does not exceed $750,000;

8 per centum of the amount by which the net estate exceeds
$750,000 and does not exceed $1,000,000;
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10 per centum of the amount by which the net estate exceeds  =emmTix-
$1,000,000 and does not exceed $1,500,000;

12 per centum of the amount by which the net estate exceeds
$1,500,000 and does not exceed $2,000,000;

14 per centum of the amount by which the net estate exceeds
$2,000,000 and does not exceed $3,000,000;

16 per centum of the amount by which the net estate exceeds
$3,000,000 and does not exceed $4,000,000;

18 per centum of the amount by which the net estate exceeds
$4,000,000 and does not exceed $5,000,000;

20 per centum of the amount by which the net estate exceeds
$5,000,000 and does not exceed $8,000,000; .

22 per centum of the amount by which the net estate exceeds
$8,000,000 and does not exceed $10,000,000; and

25 per centum of the amount by which the net estate exceeds
$10,000,000. :

The taxes imposed by this title or by Title IT. of the Revenue Act ceam Ly sened wer
of 1916 (as amended by the Aot entitled “An Act to provide increased sefvice.
revenue to defray the ex of the increased appropriations for Ani, p. 5.
the Army and Navy and the extensions of fortifications, and for other
purposes,”’ ap%roved March 3, 1917) or by Title IX of the Revenue
Act of 1917, shall not apply to the transfer of the net estate of any
decedent who has died or may die while serving in the military or
naval forces of the United States in the present war or from injuries Befund of previous
received or disease contracted while in such service, and any such o
tax collected upon such transfer shall be refunded to the executor.

Skc. 402. That the value of the gross estate of the decedent shall JIo=sit g
be determin:ld by includ{ng thebYalue at thqbtiime l(:fa his death ::d all

perty, real or personal, tangible or int e, wherever situated— .
prtza) o the extent of the interest the;‘ne}l% of the decedent at the ,Siblet to sdminis
time of his death which after his death is subject to the payment of
the charges against his estate and the expenses of its administration
and is subject to distribution as part of his estate;

(b) To the extent of any interest therein of the surviving spouse, i, * “*7
existing at the time of the decedent’s death as dower, courtesy, or
by virtue of a statute creating an estate in lieu of dower or courtesy;

(¢) To the extent of any interest therein of which the decedent o fiuil sntic-
has at any time made & transfer, or with respeot to which he has at
any time created & trust, in contemplation of or intended to take
effect in possession or enjoyment at or after his death (whether such
transfer or trust is made or created before or after the passage of
this Act), except in case of a bona fide sale for a fair considerationin . L
money or money’s worth. Any transfer of a material part of his tn'two years included.
property in the nature of a final disposition or distribution thereof,
made by the decedent within two gears prior to his death without
such a eonsideration, shall, unless shown to the contrary, be deemed
t,ti)u;mve been made in contemplation of death within the meaning of

is title;

(d) To the extent of the interest therein held jointly or as tenants et Lent of joint inter-
in the entirety by the decedent and any other person, or deposited in ’
banks or other institutions in their joint names and payable to either
or the survivor, except such part thereof as may be shown to have
originally belonged to such other person and never to have belonged
to the decedent; . tor

(e) To the extent of any property passing under a general power WP"?F,”?:‘J of Sppaimt
of appointment exercised by the decedent (1) by will, or (2) by deed meat-
executed in contemplation of, or intended to take effect in possession
or enjoyment at or after, his death, except in case of a bona fide sale
for a fair consideration in money or money’s worth; and
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RSt max.  (f) To the extent of the amount receivable by the executor as

ance policies. _ insurance under policies taken out by the decedent upon his own life;
piaxcess of benefida- g1, 4 to the extent of the excess over $40,000 of the amount receivable
by all other beneficiaries as insurance under policies taken out by the
decedent upon his own life.
Net value deter- SEC. 403. That for the purpose of the tax the value of the net
mined. estate shall be determined—
Residents, (a) In the case of a resident, by deducting from the value of the
uetions- oss estate—
gonmeral, adminisira- ~ (1) Such amounts for funeral expenses, administration expenses,

T " claims against the estate, unpaid mortgages, losses incurred during
the settlement of the estate arising from fires, storms, shipwreck,
or other casualty, or from theft, when such losses are not compen-
sated for by insurance or otherwise, and such amounts reasonably
required and actually expended for the support during the settlement
of the estate of those dependent upon the decedent, as are allowed
by the laws of the jurisdiction, whether within or without the United
States, under which the estate is being administered, but not in-
cluding any income taxes upon income received after the death of
the decedent, or any estate, succession, legacy, or inheritance taxes;
orioyate taxed prop- (2) An amount equal to the value at the time of the decedent’s
death of any property, real, personal, or mixed, which can be identi-
fied as having been received by the decedent as a share in the estate
of any person who died within five years prior to the death of the
decedent, or which can be identified as having been acquired by the
decedent in exch: for property so received, if an estate tax under
the Revenue Act of 1917 or under this Act was collected from such
. _ estate, and if such property is included in the decedent’s gross estate;
asueets to burlic,  (3) The amount of all bequests, legacies, devises, or gifts, to or for the
use of the United States, any State, Territory, any political subdivision
thereof, or the District of Columbia, for exclusively public purposes,
or to or for the use of any cor;l)oration organized and operated exclu-
sively for religious, charitable, scientific, literary, or educational
purposes, including the encouragement of art and the prevention of
cruelty to children or animals, no part of the net earmmngs of which
inures to the benefit of any private stockholder or individual, or to a
trustee or trustees exclusively for such religious, charitable, scientific,
literary, or educational purposes. This deduction shall be made n
case o t}ga estates of all decedents who have died since December 31,

. . o 1917; an

;’2;:::;:!::“ {:)m (4) An exemption of $50,000;
property i United (b) In the case of a nonresident, by deducting from the value of
tates. that part of his gross estate which at the time of his death is situated
tomofadmin. 1D the United States—
istration, ete, ex. (1) That proportion of the deductions specified in paragraph (1)
penses. of subdivision &) of this section which the value of such part bears
to the value of his entire gross estate, wherever situated, but in no
case shall the amount so deducted exceed 10 per centum of the value
Value of estate tax Of th2U part of his gross estate which at the time of his death 1s
paid property. situated 1in the United States: :

(2) An amount equal to the value at the time of the decedent’s
death of any property, real, personal, or mixed, which can be identi-
fied as having been received by the decedent as a share in the estate
of any person who died within five years prior to the death of the
decedent, or which can be identified as having been acquired by the
decedent in exchange for property so received, if an estate tax under
the Revenue Act of 1917 or under this Act was collected from such
estate, and if such property is included in that part of the decedent’s
grtoss est.ats which at the fime of his death is situated in the United

ates; an

Exceptions.

Ante, p. 324,

Prior application.

Ante, p. 324,
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(3) The amount of all bequests, legacies, devises, or gifts, to or  ESTATE TAX.
for the use of the United States, any State, Territory, ar%;'f olitical itablo,ete. uses +ithin
subdivision thereof, or the District of Columbia, for exclusively United States.
public purposes, or to or for the use of any domestic corporation
organized and operated exclusively for religious, charitable, scientific,
literary, or educational purlposes, including the encouragement of art
and the prevention of cruelty to children or animals, no part of the
net earnings of which inures to the benefit of any private stockholder
or individual, or to a trustee or trustees exclusively for such religious,
charitable, scientific, literary, or educational purposes within the
United States. This deduction shall be made in case of the estates Frior spplication.
of all decedents who have died since December 31, 1917; and )

No deduction shall be allowed in the case of & nonresident unlegs Retvrmsrequired.
the executor includes in the return required to be filed under section
404 the value ‘at the time of his death of that part of the gross estate
of I'I;‘he zlltl)nresident nfo:hsitna&ed in ih& Ux:liwd» tates. - : . Tiopertyciueos

or the purpose of this title stock in & domestic corporation owned within the U
and held by a nonresident decedent, sind the amoull'xptp receivable. as States. et
insurance upon the life of a nonresident decedent where the insureris
a domestic corporation, shall be deemed property within the United
States, and any property of which the deoedgnt as made.a transfer
or with respect to which he has ereated a trust, within the meaning
of subdivision (c) of section 402, shall be deemed to be situated in
the United States, if so situated either at the time of the transfer or
the creation of the trust, or at the time of the decedent’s death. - :

In the case of any estate in respect to which the tax under existing gt ete. = 7
law has been paid, if necessary to allow the benefit of the deduction
under paragraph (3) of subdivision (a) or (b) the tax shall be rede-
termined and any excess of tax paid shall be refunded to the executor.

- SEC. 404. That the executor, within sixty days after qualifying as ,.\rucp, o sdminis-

such, or after coming into possession ‘of any property of the decedent,

whichever event first occurs, shall give written notice thereof to the

collector. The executor shall also, at such times and in such manner Gogants.” " 14
as may be required by regulations made pursuant to law, file with the

collector a return under oath in duplicate, setti.nilfsorth (a) the value

of the gross estate of the decedent at the time of his death, or, in case

of a nonresident, of that part of his gross estate situated in the United

States; (b) the deductions allowed under section 403; (c) the value

of the net estate of the decedent as defined in section 403; and (d)

the tax paid or payable thereon; or such part of such information as

may at the time be ascertainable and such supplemental data as may

be necessary to establish the correct tax.

Return shall be made in all cases where the gross estate at the i Topres to be made
death of the decedent exceeds $50,000, and in the case of the estate of 30,00,etc.
every nonresident any part of whose estate is situated in the
Unifed States. If the executor is unable to make a complete return
as to any part of the gross estate of the decedent, he shall include in
his return a description of such part and the name of every person
holding a legal or beneficial interest therein, and upon notice from the
collector such person shall in like manner make a return as to such . oriortax
part of the gross estate. The Commissioner shall make all assess-
ments of the tax under the authority of existing administrative special
a?d general provisions of law relating to the assessment and collection
of taxes.

Skc. 405. That if no administration is granted upon the estate of & ment if no sqminisea:
decedent, or if no return is filed as provided in section 404, or if a tiemete.
return contains a false or incorrect statement of a material fact, the
collector or deputy collector shall make a return and the Commissioner
shall assess the tax thereon. Time of payment

Skc. 406. That the tax shall be due one year after the decedent’s Extension.”
death; but in any case where the Commissioner finds that payment

Partial returns.
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of the tax within one year after the decedent’s death would impose
undue hardship uE)on the estate, he may grant an extension of time
for the payment of the tax for a period not to exceed three years from
the due date. If the tax is not paid within one year and 180 days
after the decedent’s death, interest at the rate of 6 per centum per
annum from the expiration of one year after the decedent’s death
shall be added as part of the tax.

Skc. 407. That the executor shall pay the tax to the collector or
deputy collector. If the amount of the tax can not be determined,
the payment of a sum of money sufficient, in the opinion of the col-
lector, to discharge the tax shall be deemed (ff:.iy'ment in full of the
tax, except as in this section otherwise Em"i ed. If the amount so
paid exceeds the amount of the tax as finally determined, the Com-
missioner shall refund such excess to the executor. If the amount
of the tax as finally determined exceeds the amount so paid, the
collector shall notify the executor of the amount of such excess and
demand payment thereof. If such excess part of the tax is not paid
within thirty days after suchnotification, interest shallbeadded thereto
at the rate of 10 per centum per annum from the expiration of such
thirty days’ period until paid, and the amount of such excess shall
be a lien upon the entire gross estate, except such part thereof as may
have been sold to a bona fide purchaser for a fair consideration in
money or money’s worth.

The collector shall grant to the person paying the tax duplicate
receipts, either of whi(ﬁf shall be sufficient evidence of such payment,
and shall entitle the executor to be credited and allowed the amount
thereof by any court having jurisdiction to audit or settle his ac-
counts.

Skc. 408. That if the tax herein imposed is not paid within 180
days after it is due, the collector shall, unless there is reasonable
cause for further delay, proceed to collect the tax under the provi-
sions of general law, or commence appropriate proceedings in any
court of the United States, in the name of the United States, to
subject the property of the decedent to be sold under the judgment
or decree of the court. From the proceeds of such sale the amount
of the tax, together with the costs and expenses of every description
to be allowed by the court, shall be first paid, and the balance shall
be deposited according to the order of the court, to be paid under its
direction to the person entitled thereto.

If the tax or any part thereof is paid by, or collected out of that
part of the estate passing to or in the possession of, any person other
than the executor in his capacity as such, such person shall be enti-
tled to reimbursement out of any part of the estate still undistrib-
uted or by a just and equitable contribution by the persons whose
interest in the estate of the decedent would have been reduced if
the tax had been paid before the distribution of the estate or whose
interest is subject to equal or prior liability for the payment of taxes,
debts, or other charges against the estate, it bein the purpose and
intent of this title that so far as is practicable an%l unless otherwise
directed by the will of the decedent the tax shall be paid out of the
estate before its distribution. If any part of the gross estate con-
sists of qroceeds of policies of insurance upon the life of the decedent
receivable by a beneficiary other than the executor, the executor sh
be entitled to recover from such beneficiary such portion of the
total tax paid as the proceeds, in excess of $40,000, of such policies
bear to the net estate.  If there is more than one such beneficiary the
executor shall be entitled to recover from such beneficiaries in the
same ratio. )

_ SEc. 409. That unless the tax is sooner paid in full, it shall be &
lien for ten tyears upon the gross estate of the decedent, except that
such part of the gross estate as is used for the payment of charges
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against the estate and expenses of its administration, allowed by an ESTATE TAX.
court having jurisdiction thereof, shall be divested of such lien. I}; ete 1055 On payment,
the Commissioner is satisfied that the tax liability of an estate has
been fully discharged or provided for, he may, under regulations
prescribed by him with the approval of the Secretary, issue his cer-
tificate_releasing any or all property of such estate from the lien
herein imposed. .
If (a) the decedent makes a transfer of, or creates a trust with st oansters In
Tespect to, any property in contemplation of or intended” to take
effect in possession or enjoyment at or after his death (except in
the case of a bona fide sale for a fair consideration in money or
money’s worth) or: (b) if insurance passes‘under a contract executed
by the decedent in favor of a specific beneficiary, and if in either case
the tax in respect thereto is not paid when due, then the transferee
trustee, or beneficiary shall be ~'£ersonaﬂy liable for such tax, and
such property, to the extent of the decedent’s interest therein at the
time of such transfer, or to the extent of such beneficiary’s’ interest
under such:contract of insurance, shall be subject to & like lien equal
to the amount of such tax. Any part of such property sold by such  mnocent purchasers
transferee or trustee to a bona fide purchaser for a fair consideration for vakeexiepied.
in money or money’s worth shall be divested of the lien and ‘a kike
Lien shall then attach to all the property of such transferes or trustee,
except any part sold to a bona fide purchaser for a fair consideration
in money or money’s worth. : ;
Sec. 410. That whoever knowingly makes any false statement in _Punishment for talse
any notice or return required to be filed under this title shall be liable ™™™t
to a penalty of not exceeding $5,000, or imprisonment not exceeding
O Whoover fatet ly with any dut od upon him b Panalty for making
oever fails to comply with any duty imposed upon hi Y sec- s, conceaims
tion 404, or, having inglx};fpossessl%n? oryconﬁ'ol@ an)?O record, file, or intormatios, eto.
paper, containing or supposed to contain any information concerning
the estate of the decedent, or, havipg in his Possession or control an
property comprised in the gross estate of the decedent, fails to exhibit
the same upon request to the Commissioner or any collector or law
officer of the United States, or his duly authorized deputy or agent,
who desires to examine the same in the performance ofy his duties
under this title, shall be liable to a penalty of not exceeding $500,
to be recovered, with costs of suit, in a civil action in the name of
the United States.

TITLE V.—TAX ON TRANSPORTATION AND OTHER ™aNsromtatiox max.
FACILITIES, AND ON INSURANCE.

Sec. 500. That from and after April 1, 1919, there shall be levied, Lorgvied after Aprill,
assessed, collected, and paid, in lieu of the taxes imposed by section  Ans, p. 314,
500 of the Revenue Act of 1917—
(a) A tax equivalent to 3 per centum of the amount paid for the frogghy TR rRte ote,
transportation on or after such date, by rail or water or y any form
of mechanical motor power when in competition with carriers y rail
or water, of property by freight transported from one point in the
United States to another; and a like tax on the amount paid for such
transportation within the United States of property transported from
a point without the United States to a point within the United States;
(b) A tax of 1 cent for each 20 cents or fraction thereof of the FxPross shipments.
amount paid te any person for the transportation on or after such date,
by rail or water or by any form of mechanical motor power when
In competition with express by rail or water, of any package, parcel,
or shipment, by express, transported from one point in the United
States to another; and a like tax on the amount paid for such trans-
portation within the United States of property transported from a
point without the United States to a point within the United States;
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T tane (¢) A tax equivalent to 8 per centum of the amount paid for the
" transportation on or after such date of persons by rail or water, or

by any form of mechanical motor power on a regular established line

when in competition with carriers by rail or water, from one point

in the United States to another or to any point in Canada or Mexico,

where the ticket or order therefor is sold or issued in the United

Minimum. States, not including the amount paid for commutation or season
tickets for trips less than thirty miles, or for transportation the fare
Proziso, for which does not exceed 42 cents: Provided, That where such water

Limit if competing . . . . . N
with  foreign  water transportation lines are in competition between American ports with

es. foreign water transportation lines from adjacent foreign gorts, the
tax imposed under this subdivision on amounts paid for water
transportation between American ports shall not exceed the amount of
the transportation tax to which such foreign water transportation
lines are subjected by their government corresponding to this tax;
Seats, berths, and  (d) A tax equivalent to 8 per centum of the amount paid for seats,
staterooms. berths, and staterooms in parlor cars, sleeping cars, or on vessels,
used on or after such date in connection with transportation upon
which tax is imposed by subdivision (c);
Oilby pipe lines. (e) A tax equivalent to 8 per centum of the amount paid for the
transportation on or after such date of oil by pipe line;
Telograph, tele-  (f) In the case of each telegraph, telephone, cable, or radio, dis-
Phone, ete., messags:  patch, message, or conversation, which originates on or after such
date within the United States, and for the transmission of which
the charge is more than 14 cents and not more than 50 cents, a tax
of 5 cents; and if the charge is more than 50 cents, a tax of 10 cents:
Proviso. Provided, That only one payment of such tax shall be required, not-
withstanding the lines or stations of one or more persons are used
for the transmission of such dispatch, message, or conversation; and
Leased wire service. (ﬁ) A tax equivalent to 10 per centum of the amount paid after
such date to any telegraph or telephone company for any leased
wire or talking circuit special service furnished after such date.
tiow ™ ¢+ ex> This subdivision shall not apply to the amount paid for so much of
such service as is utilized (1) in the collection and dissemination of
news through the public press, or (2) in the coenduct, by a common
carrier or telegraph or telephone company, of its business as such;
Public service ex-  (h) No tax shall be imposed under this section upon any pay-
emption. . - -
ment received for services rendered to the United States or to any
State or Territory or the District of Columbia. The right to ex-
emption under this subdivision shall be evidenced in such manner
as the Commissioner, with the approval of the Secretary, may by
regulation prescribe.

Sec. 501. (a) That the taxes imposed by section 500 shall be
paid by the person paying for the services or facilities rendered.
agec%émbgnﬁ?& (b) If a mileage book used for transportation or accommodation
fore Noyember 1, 1917, was purchased before November 1, 1917, or if cash fare is paid, the

tax 1mposed by section 500 shall be collected from the person pre-
senting the mileage book, or paying the cash fare, by the conductor
or other agent, when presentecflfrz)r such transportation or accom-
modation, and the amount so collected shall be paid to the United
) States in such manner and at such times as the Commissioner, with
conditiong, Bsed tieket the approval of the Secretary, may prescribe; if a ticket (other than
. a mileage book) was bought and partially used before November 1,
1917, it shall not be taxed, but if bought but not so used before
section 500 takes effect, it shall not be valid for passage until the -
tax has been paid and such payment evidenced on the ticket in such
manner as the Commissioner, with the approval of the Secretary,

‘ ~ may by regulation prescribe.
indiogegiees for bire (c) The taxes i!:iiposed by section 500 shall apply to all services
or facilities specified in such section when rendered for hire, whether

Payment by user.
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or not the agency rendering them is & common carrier. In case a T ORTATION TAX,
carrier (other than a pipe line) principally engaged in rendering by carrer.
transportation services or facilities for hire does not, because of its
ownership of the goods transported, or for any other reason, receive
the amount which as a carrier it would otherwise charge,such carrier
shall pay a tax equivalent to the tax which would be imposed upon
the transportation of such goods if the carrier received dpayment. for
such transportation, such tax, if it can not be computed from actual
rates or tariffs of the carrier, to be computed on the basis of the rates
or tariffs of other carriers for like services as determined by the
Commissioner. In the case of any carrier (other than a pipe line)
the principal business of which is to transport ‘goods belonging to it
on its own account and which only incidentally renders services for
hire, the tax shall apply to such services or facilities only as are Exemption i &
actually rendered by it for hire. Nothing in this or the preceding businesof carier, ere.
section shall be construed as imposing a tax (1) upon the transporta-
tion of any commodity which is necessary for the use of the carrier
in the conduct of its business as such and is inténded to be so used
or has been so used; or (2) upon the transportation of company
material transported by one carrier, which constitutes a ‘part of a
railroad system, for another carrier which is also a part of the same
sy?d) The tax imposed by subdivision (e) of section 500 shall apply’
to all transportation of oil by pipe line. In case no charge for trans-  Bsis i owned by
portation is made, by reason of ownership of the commodity trans- :
ported, or for any other reason, the person transporting by pipe line
shall pay a tax equivalent to the tax which would be imposed if such:
Pperson mwive(:esa ent for such transportation, and if the tax can
not be compu m actual bona fide rates or tariffs, it shall be
computed (1) on the basis of the rates or tariffs of other pipe lines
for like services, as determined by the Commissioner, or (2) if no
such rates or tanffs exist, on the basis of a reasoriable charge for such
rtation, as determined by the Commissioner. Collectians, rotuns
Sec. 502. That each person receiving any payments referred to in and payment by car-
section 500 shall collect the amount of the tax, if any, imposed by ™"
such section from the person makinﬁlsuch payments, and shall make
monthly returns under oath, in duplicate, and pay the taxes so col-
lected and the taxes imposed upon it under subdivision (¢) or (d) of
section 501 to the collector of the district in which the principal
office or place of business is located. Freight and express
No carrier collecting the taxes imposed by subdivision (a) or (b) of retums.
section 500 shall be required to list the amount of such tax separately
in any bill of lading, freight or express receipt, or other similar docu-
ment, if the total amount of the transportation charge and the tax
is stated therein. . . Payment of refunds
Any person making a refund of any payment upon which tax is tromreceipts.
collected under this section may repay therewith the amount of the
tax collected on such payment; and the amount so repaid may be
" credited against amounts included in any subsequent monthly
return. returns
The returns required under this section shall contain such infor- o T
mation, and be made at such times and in such manner, as the Com-
missioner, with the approval of the Secretary, may by regulation
prescribe. Payment of tax.
The tax shall, without assessment by the Commissioner or notice
from the collector, be due and payable to the collector at the time 80 Penalty tax if de-
fixed for filing the return. If the tax is not paid when due, there frd
shall be added as ﬁmrt of the tax a penalty of 5 per centum, together
with interest at the rate of 1 per centum for each full month, from
the time when the tax became due.

Incidental services,

Ofl by pipe line.
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INSURANCE.

Sec. 503. That from and after April 1, 1919, there shall be levied,
assessed, collected, and paid, in lieu of the taxes imposed by section
504 of the Revenue Act of 1917, the following taxes on the issuance
of insurance policies, including, in the case of policies issued outside
the United States (except those taxable under subdivision 15 of
Schedule A of Title XI), their delivery within the United States by
any agent or broker, whether acting for the insurer or the insured;
such taxes to be paid by the insurer, or by such agent or broker:

(a) Life insurance: A tax equivalent to 8 cents on each $100 or
fractional part thereof of the amount for which any life is insured
under any policy of insurance, or other instrument, by whatever name
the same is called: Provided, That on all policies for life insurance
only by which a life is insured not in excess of $500, issued on the
industrial or weekly or monthly payment plan of insurance, the tax
shall be 40 per centum of the amount of the first weekly premium or
20 per centum of the amount of the first monthly premium, as the
case may be: Provided further, That on policies of group life insurance,
covering groups of not less than 25 lives in the employ of the same
person, for the benefit of persons other than the employer, the tax
shall be equivalent to 4 cents on each $100 of the aggregate amount
for which the group policy is issued and of any net increase in the
amount of the insurance under such policy: And provided further,
That on all policies covering life, health, and accident insurance com-
bined in one policy by which a life is insured not in excess of $500,
issued on the industrial, or weekly or monthly payment plan of insur-
ance, the tax shall be 40 per centum of the amount of the first weekly
premium or 20 per centum of the amount of the first monthly pre-
mium, as the case may be;

(b) Marine, inland, and fire insurance: A tax equivalent to 1 cent
on each dollar or fractional part thereof of the premium charged
under each policy of insurance or other instrument by whatever name
the same is called whereby insurance is made or renewed upon prop-
erty of any description (including rents or profits), whether against
peril by sea or inland waters, or by fire or lightning, or other peril;

(c) Casualty insurance: A tax equivalent to 1 cent on each dollar
or fractional part thereof of the premium charged under each policy
of insurance or obligation of the nature of indemnity for loss, damage,
or liability (except%onds and policies taxable under subdivision 2 of
schedule A of Title XI) issued or executed or renewed by any person
transacting the business of employer’s liability, workmen’s compensa-
tion, accident, health, tornad‘()), plate glass, steam boiler, elevator,
burglary, automatic sprinkler, automobile, or other branch of in-
surance (except life insurance, and insurance described and taxed in
the preceding subdivision) : Provided, That in case of policies of insur-
ance 1ssued on the industrial or weekly or monthly payment plan the
tax shall be 40 per centum of the amount of the first weekly premium
or 20 per centum of the amount of the first monthly premium, as the
case may be;

(d) P_Olicies issued by any corporation enumerated in section 231,
and policies of reinsurance, shall be exempt from the taxes imposed
by this section.

. SEc. 504. That every person issuing policies of insurance upon the
1ssuance of which a tax is imposed by section 503 shall make monthly
returns under oath, in duplicate, and pay such tax to the collector of
the district in which the principal office or place of business of such
rson is located. Such returns shall contain such information and

e made at such times and in such manner as the Commissioner,
with the apgroval of the Secretary, may by regulation prescribe.

The tax shall, without assessment by the Commissioner or notice
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from the collector, be due and fpsgable to the collector at the time so
fixed for filing the return. If the tax is not paid when due, there
shall be added as part of the tax a penalty of 5 per centum, together
with interest at the rate of 1 per centum for each full month, from the
time when the tax became due.

TITLE VI.—TAX ON BEVERAGES.

SEc. 600. (a) That there shall be levied and collected on 'all
distilled s({)irits now in bond ot that have been or that may be here-
after produced in or imwrted into the United States, except such
distilled spirits as are subject to the tax provided in section 604, in
Lieu of the internal-revenue taxes now imposed thereon by law, a tax
of $2.20 (or, if withdrawn for beverage pur or for use in the
manufacture or production of any article used or intended for use as
a beverage, a tax of $6.40) on each proof gallon, or wine gallon when
below proof, and a 'fproportiona;te tax at a like rate on all fractional
parts of such proof or wine gallon, to bé paid by the distiller -or
importer when withdrawn, and collected under the provisions of
existing law. - o S Lo

(b) That the tax imposed by subdivision (a) on distilled spirits
intended for beverage purposes shall not be due or payable on such
spirits while stored m any distillery, bonded warehouse, or special or
general bonded warehouse, and which, pursuant to any Act of Con-

ss or proclamation of the President of the United States, can not
lawfully sold or removed from any such warehouse during the
riod of prohibition fixed by such Aet or proclamation; and all ware-
ousing bonds or transportation and warehousing bonds eonditioned
for the payment of tax on any sﬁbh;?‘giritsso? stored on the date such
hibition takes efféct shall ‘as to all such spirits actually so stored
canceled nnd‘disch‘u‘ged, ‘Provided thé distillér'of such spirits shall

in lieu of such bonds and prior to their cancellation execute 8 bond in
a Ylenal sum of not less than $10,000, with sureties satisfactory to the
collector of the district, conditioned that the principal shall, during
the period of such prohibition, safely keep or cause to be kept in
good condition all such spirits and the warehouse in which the same
are stored, and shall not remove or suffer to be removed from ware-
house, contrary to law, any such spirits during the period of such
prohibition; and the bond herein prescribed shall be in such further
sum and shall contain such further conditions as the Commissioner,
with the approval of the Secretary, may by regulations require. The
distiller may, subject to the provisions of this section, be permitted
to retain in any such bonded warehouse distilled spirits on which, under
the terms of any existing bond, the tax imposed thereon becomes
due and payable prior to the date such prohibition takes. effect:
Provided, That on the removal of such prohibition the distiller shall,
as to all spirits as to which the bonded period fixed by law has not
expired and which remain stored in warehouse, execute new and
satisfactory bond in the form required by existing law, conditioned

for the payment of the tax on all such spirits; and all provisions of ;

existing law relating to such bonded warehouses, or the storage of
spirits therein, or to the execution of new or additional bonds, so far
as applicable, shall continue in force as to all distilled spirits rebonded
under the provisions of this section.

Upon the withdrawal of distilled spirits from bonded warehouse,
after the period of prohibition has ended, and under the conditions
imposed by section 50 of an Act entitled ‘‘An Act to reduce taxation,
to provide revenue for the support of the Government, and for other
purposes,” approved August 28, 1894, an allowance for loss by leak
or other unavoidable cause, not exceeding one proof gallon as to pack-

112460°—vorL 40—p1 1 70
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TAX ON BEVERAGES. gges of a capacity of not less than 40 wine gallons, may be made in
addition to that provided in said section 50, as amended; and a like
additional allowance of one proof gallon as to each package withdrawn
may be made for each period of four months, or fraction thereof, for
such spirits as shall have remained in warehouse during the period
of prohibition and after the expiration of the maximum leakage

) period fixed by that section. .
mported liquors © Under regulations prescribed by the Secretary, any imported dis-
house during prohibi- tilled spirits, wines or other liquors which may be i1n any customs

o bonded warehouse under the customs laws on the date such prohibi-

tion takes effect shall be permitted to remain therein without pay-
ment of any taxes or duties thereon, beyond the three-year period
;R 84 sec. 297, p. provided in section 2971 of the Revised Statutes, during such period

B _ of prohibition; and may be exported at any time during such ex-

aiortsaloved orl- tended period. Any imported spirits, wines or other liquors as to
which the three-year bonded period may expire after the passage of
this Act and prior to the date such prohibition takes effect may at
the option of the owner remain in bond during such period of pro-
hibition.

WOn imparted per- (c) In lieu of the internal-revenue tax now imposed thereon by

ftajes comtaining P Jow there shall be levied and collected upon all perfumes hereafter

Ante, p. 308. imported into the United States containing distilled spirits, a tax of
) $1.10 per wine gallon, and a proportionate tax at a like rate on all
pllectionat custom- fractional parts of such wine gallon. Such tax shall be collected by
the collector of customs and deposited as internal-revenue collections,
under such rules and regulations as the Commissioner, with the ap-

proval of the Secretary, may prescribe.
adporting spirits © Sgo. 601. That no distilled spirits produced after October 3, 1917,
3, 1917, forbidden.  shall be imported into the United States from any foreign country,
or from the Virgin Islands (unless produced from products the growth
of such islands, and not then into any State or Territory or District
of the United States in which the manufacture or sale of intoxicating
liquor is prohibited), or from Porto Rico, or the Philippine Islands.
eraak Suber tnan bev- Under such rules, regulations, and bonds as the Secretary may pre-
’ scribe, the provisions of this section shall not apply to distilled spirits
imported for other than (1) beverage purposes or (2) use in the manu-
facture or production of any article used or intended for use as &

L beverage.
aling packages at  Speo, 602. That at registered distilleries producing alcohol, or
Ante, . 308, other high-proof spirits, packages may be fﬁled with such spirits

reduced to not less than one hundred proof from the receiving cis-

terns and tax paid without being entered into bonded warehouse.

juhransters by vipe Such spirits may be also transferred from the receiving cisterns at
warehouses, ete. * ~ such_distilleries, by means of pipe lines, direct to storage tanks 1n
the bonded warehouse and may be warehoused in such storage
tanks. Such spirits may be also transferred in tanks or tank cars
to general bonded warehouses for storage therein, either in storage
s in such warehouses or in the tanks in which they were trans-
ferred. Such spirits may also be transferred from receiving cisterns
or warehouse storage tanks to barrels, drums, tanks, tank cars, or
Regulations o e other approved containers, and may be transported in such con-
made. tainers for exportation or other lawful purposes. The Commis-
sioner, with the approval of the Secretary, is hereby empowered

to prescribe all necessary regulations relating to the drawing off,

transferring, gauging, storing, and transporting of such spirits; the

records to be kﬁﬁ: and returns to be made; the size and kind of

packages and tanks to be used; the marking, branding, numbering,

and stamping of such packages and tanks; the kinds of stamps, if

pavment of tax be. 20T O be used; and the time and manner of paying the tax; the
tomrment 2t 2 P kind of bond and the penal sum of same. The tax prescribed by

For export, ete.
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law must be paid before such spirits are removed from the distillery 74x oN BEVERAGES.
premises, or from general bonded warehouse in the case of spirits
trsirjxsf(;zrred tll:;ereé,gl, except as 1(;él}cjarwise provided by law. A
nder such regulations as t ommissioner, with the approval of Withdrawals with-
the Secretary, may prescribe, distilled spirits ma hexl')g)after b O arehouse stampe.
drawn from receiving cisterns and deposited in distillery warehouses
without having affixed to the packages containing the same, dis-
tillery warehouse stamps, and such packages, when so deposited in
warehouse, may be withdrawn therefrom on the original gauge
where the same have remained in such warehouse for a period not
exceeding thirty days from the date of deposit.

Under such regulations as the Commissioner, with the approval jAlchol for other
of the Secretary, may prescribe, the manufacture, warehousing, empted from iime re-
withdrawal, and shipment, under the provisions of existing law, of """
ethyl alcohol for other than (1) beverage purposes or (2) use in the
manufacture or production of any article used or intended for use
as a beverage, and denatured alcohol, may be exempted from the* -S-sec.328,p.65.
pr:)r\;lisi(éx:)s of section 3283hof li;he Revise;il Stéatl}itess.ec N —

e Commissioner, with the approval of the retary, may by ,xemptions tor war
regulations exempt distillers of ethyl alcohol, for use i;mtie produo{ e noRbevermgesete
tion of munitions of war, or for other nonbeverage purposes, from
so much of the provisions of sections 3264, 3285, or 3309 of the 5.5 34,535,
Revised Statutes, and Acts amendatory thereof, respecting the ~ Vol 3, p.7s%.
survey of distilleries, the period of fermentation, the filling and
emptying of fermenting tubs, and assessments, as, in his judgment,
may be expedient: Provided, That the bond prescribed In section PFrovie
3260 of the Revised Statutes shall, in the cases herein provided, R.s., sec.3260, p.629,
be in such sum and contain such further conditions as the Commis-
sioner may require. : . o Ethvl aleohol.

Skc. 603. That under such regulations as the Commissioner, Removal iree of tax
with the approval of the Secretary, may prescribe, ethyl alcohol of {fem densiuring plaat,
not less than 180 degrees proof, producetf at any central distilling
and denaturing plant established under the provisions of subsection
2, paragraph N, of section IV of the Act entitled ‘‘An Act to reduce Vol.3s p.1%.
tariff duties and to provide revenue for the Government, and for other
purposes,” approved October 3, 1913, may be removed from such
plant to any central denaturing bonded warehouse for denaturation,
or may, before or after denaturation, be removed from such plant
or from such denaturing bonded warehouse, free of tax, for use of
the United States or for shipment to any nation while engaged
against the German Government in the present war, and the removal
herein authorized may be made in such tank vessels, tank cars,
drums, casks, or other containers as may be approved by the Com-
missioner. It shall be lawful, under regulations prescri by the Ieakageallowance.
Commissioner, with the approval of the Secretary, for an allowance
to be made for leakage or loss by unavoidable accident and without
fault or negligence of the distiller, owner, carrier, or his agents or
employees, which may occur during the transportation of such
spirits or while the same are lawfully stored on either of the premises
herein described. tax vai

SEc. 604. That upon all distilled spirits produced in or imported stome on pans. i be
into the United States upon which the internal-revenue tax now beverage uses.
imposed by law has been paid, and which, on the day after the
passage of this Act, are held by any person and intended for sale
or for use in the manufacture or production of any article intended
for sale, there shall be levied, assessed, collected, and paid a floor
tax of $3.20 (if intended for sale for beverage purposes or for use in
the manufacture or production of any article used or intended for
use as a beverage) on each proof gallon, and a proportionate tax at
a like rate on all fractional parts of such proof gallon.
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max ox sevERAGES.  Spc. 605. That in addition to the tax imposed by this Act on

A tena i loviea distilled spirits and wines, there shall be levied, assessed, collected,
O e p. 310 and paid, in lieu of the tax imposed by section 304 of the Revenue
’ Act of 1917, a tax of 30 cents on each proof gallon and a proportionate
tax at a like rate on all fractional parts of such proof gallon on all
distilled spirits or wines hereafter rectified, purified, or refined in
such manner, and on all mixtures hereafter produced in such manner,
that the person so rectifying, purifying, refining, or mixing the same

R.S,s0.3244,p62. ig a rectifier within the meaning of section 3244 of the Revised

Proviso. Statutes, as amended: Provided, That this tax shall not apply to

Gin excepted. gin produced by the redistillation of a pure spirit over juniper berries
and other aromatics.

p Floor taxforstockon  Upon all such articles heretofore produced, and which on the day
and. after the passage of this Act are held by any person and intended
for sale, there shall be levied, assessed, collected, and paid a floor

tax of 15 cents on each proof gallon, and a proportionate tax at a

spiritsincinded.  Tike rate on all fractional parts of each proof gallon; and all such

distilled spirits so held and not containedp in the distillers’ original

stamped packages, or in bottles or other containers bearing the

distillers’ original labels, shall for the purpose of this section be

Ruguction of oroot T° arded a}s1 rectified spi;:its. ‘ ' toted and th

uction of proof en the process of rectification is completed and the taxes
g roctilying, tlaw prescribed by pthls section have been paid, itpshall be unlawful for
the rectifier or other dealer to reduce in proof or increase in volume

) such spirits or wine by the addition of water or other substance;

Reuso permitted-  pothing herein contained shall, however, prevent a rectifier from
using again in the process of rectification spirits already rectified

rax paid cordials and upon which the taxes have theretofore been paid.

liquears, etc, not in. ' The taxes imposed by this section shall not attach to cordials or
cluded. ~ liqueurs on which a tax is imposed and paid under section 611 or

Blending permitted- 613 nor to the mixing and blending of wines, where such blending
is for the sole purpose of perfecting such wines according to commer-
cial standards, nor to blends made exclusively of two or more pure
straight whiskies aged in wood for a period not less than four years
and without the addition of coloring or flavoring matter or any other

o substance than pure water and if not reduced below ninety proof:

Whiky restriction. Frovided, That such blended whiskies shall be exempt from tax
under this section only when compounded under the immediate
supervision of a revenue officer, in such tanks and under such con-
ditions and supervision as the Commissioner, with the approval of

Uattorm regulations '8 Secretary, may prescribe.

to govern use, etc. All distilled spirits or wines taxable under this section shall be
subject to uniform regulations concerning the use thereof in_ the
manufacture, blending, compounding, mixing, marking, branding,
and sale of whisky a.ng rectified spirits, and no discrimination what-
soever shall be made by reason of a difference in the character of the

Roctifiors. material from which same may have been produced.

Rulestor businesso. ' Lhe business of a rectifier of spirits shall be carried on, and the
tax on rectified spirits shall be paid, under such rules, regulations,
and bonds as may be prescribed by the Commissioner, with the

Punishment for vio. 2P roval of the Secretary.

Tations. oever violates any of the provisions of this section shall be
deemed to be guilty of a misdemeanor and, upon conviction, shall

pemaity tac be fined not more than $1,000 or imprisoned not more than two
iy years, and shall, in addition, be liable to double the tax evaded,
together with the tax, to be collected by assessment or on any bond

Exchange of stamps glven'

restricted. ~ SeEc. 606. That hereafter collectors shall not furnish wholesale
liquor dealer’s stamps in lieu of and in exchange for stamps for recti-
fied spirits unless the package covered by stamp for rectified spirits
is to be broken into smaller packages.
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The Commissioner, with the approval of the Secretary, is author-
ized to discontinue the use of the following stamps whenever in his
judgment the interests of the Government will be subserved thereby:

Distillery warehouse, special bonded warehouse, special bonded
rewarehouse, general bonded warehouse, general bonded retransfer,
transfer brandy, export tobacco, export cigars, export oleomargarine,
and export fermented-liquor stamps.

Sec. 607, That the Commissioner, with the approval of the Secre-
tary, is hereby authorized to require at distilleries, breweries, rectify-
ing houses, and wherever else in his judgment such action may be
deemed advisable, the installation of] meters, tanks, pipes, or an
other apparatus for the purpose of protecting the revenue, and suc
meters, tanks, and pipes and all necessary labor incident thereto shall
be at the expense of the person on whose premises the installation is
required. Any such person refusin%:r neglecting to. install such
apparatus when so required by the Commissioner shall not be per-
mitted to conduct business on such premises. _

SEec. 608. That there shall be levied and collected on all beer, lager
beer, ale, porter, and other similar fermented liquor, containing one-
half of one per centum, or more, of alcohol, brewed or manufactured
and hereafter sold, or removed for consumption or sale, within: the
United States, by whatever name such liquors may be called, in lieu
of the internal-revenue taxes now imposed thereon by law, a tax of
$6.00 for every barrel containing not more than thirty-one gallons,
and at a like rate for any other quantity or for the fractional parts of
a barrel authorized and defined by law, to be collected under the pro-
visions of existing law.

SEc. 609. That from and after the tgassm.ge of this Act taxable fer-
mented liquors may be conveyed without payment of tax from the
brewery premises where produced to a contiguous industrial distillery
of either class established under the Act entitled ‘“An Act to reduce
tariff duties and to provide revenue for the Government, and for
other purposes,” approved October 3, 1913, to be used as distilling
material, and the residue from such distillation, containing less than
one-half of 1 per centum of alcohol by volume, which s to be used in
making beverages, may be manipulated by cooling, flavoring, car-
bonating, settling, a.n({ filtering on the distillery premises or else-
where.

The removal of the taxable fermented liquor from the brewery to
the distillery and the operation of the distillery and removal of the
residue therefrom shall be under the supervision of such officer or
officers as the Commissioner shall deem proper, and the Commissioner,
with the approval of the Secretary, is hereby authorized to make such
regulations from time to time as may be necessary to give force and
effect to this section and to safeguard the revenue.

Sec. 610. That natural wine within the meaning of this Act shall
be deemed to be the product made from the normal alcoholic fer-
mentation of the juice of sound, ripe grapes, without addition or
abstraction, except such as may occur in the usual cellar treatment
of clarifying and aging: Pr ided, however, That the product made
from the juice of soum?, ripe grapes by complete fermentation of the
must, un(fer proper cellar treatment and corrected by the addition
(under the supervision of a gauger or storekeeper-gauger in the
capacity of gauger) of a solution of water and pure cane, beet, or
dextrose sugar (containing, respectively, not less than 95 per centum
of actual sugar, calculated on a dry basis) to the must or to the wine,
to correct natural deficiencies, when such addition shall not increase
the volume of the resultant product more than 35 per centum, an
the resultant product does not contain less than five parts per thou-
sand of acid before fermentation and not more than 13 per centum

dlo
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Tax 0¥ BEVERAGES. of glcohol after complete fermentation, shall be deemed to be wine
within the meaning of this Act, and may be labeled, transported, and
sold as “wine,”’ qualified by the name oi?" the locality where produced,
and may be further qualified by the name of its own particular type

Sweet winosdefined. or variety: And provided further, That wine as defined in this section

may be sweetened with cane sugar or beet sugar or pure condensed

grape must and fortified under the provisions of this Act, and wines
so sweetened or fortified shall be considered sweet wine within the
meaning of this Act.

Tax on still wines. SEc. 611. That upon all still wines, including vermuth, and all

artificial or imitation wines or compounds sold as still wine, which

are hereafter produced in or imported into the United States, or
which on the day after the passage of this Act are on any winery
premises or other bonded premises or in transit thereto or at any.

Post, p. 1111.

Pt p. T8, customhouse, there shall be levied, collected, and paid, in lieu of the
internal-revenue taxes now imposed thereon by law, taxes at rates
) as follows, when sold, or removed for consumption or sale:
Alcoholic strength.

On wines containing not more than 14 per centum of absolute
alcohol, 16 cents per wine iﬁ]]on, the per centum of alcohol taxable
under this section to be reckoned by volume and not by weight;

On wines containing more than 14 per centum and not exceeding
21 per eentum of absolute alcohol, 40 cents per wine gallon;

wines containing more than 21 per centum and not exceeding
. 24 per centum of absolute alcohol, $1 per wine gallon;
clanger Sirength such wines containing more than 24 per centum of absolute
alcohol by volume shall be classed as distilled spirits and shall pay
4 . tax accordingll‘y. '
oy oy b aser  SEC. 612. That under such regulations and official supervision and
for fortifying wines.  ypon the giving of such notices, entries, bonds, and other security
as the Commissioner, with the approval of the Secretary, may pre-
scribe, any producer of wines de}:ned under the provisions of this
title, may withdraw from any fruit distillery or special bonded
Prosisns warehouse grape brandy, or wine spirits, for the fortification of such
Tax levied on. wines on_the dpremises where actually made: Provided, That there
shall be levied and assessed against the producer of such wines a
tax (in lieu of the internal-revenue tax now imposed thereon by
law) of 60 cents per proof gallon of grape brandy or wine spirits
whenever withdrawn and hereafter so used by him in the fortifica-
tion of such wines during the preceding month, which assessment
shall be paid by him within ten months from the date of notice
thereof: Provided further, That nothing contained in this section
shall be construed as exempting any wines, cordials, liqueurs, or
sinllilar compounds from the payment of any tax provided for in this
title.
wines, ot X% Spc. 613. That upon the following articles which are hereafter
produced in or imported into the United States, or which on the day
after the passage of this Act are on any winery premises or other
bonded premises or in transit thereto or at any customhouse, there
shall be levied, collected, and paid taxes at rates as follows, when
sold, or removed for consumption or sale: :

On each bottle or other container of champagne or sparkling wine,

Artifeials carbon. 12, C€0tS on each one-half pint or fraction thereof; .
ated wines. On each bottle or other container of artificially carbonated wine,
6 cents on each one-half pint or fraction thereof;

On each bottle or other container of liqueurs, cordials, or similar
compounds, by whatever name sold or offered for sale, containing
sweet wine fortified with grape brandy, 6 cents on each one-half pint
Intien of prosent tax. °T fraction thereof.

Vol39,p.7%. _The tax imposed by thissectionshall, in the case of any article upon
which a corresponding internal-revenue tax is now imposed by law, be
in lieu of such tax.

No tax exemption.

Champagnse, stc.

Liqueurs, etc., forti-
fied.
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Sec. 614. That upon all articles specified in section 611 or 613 T oo tax o o
upon which the internal-revenue tax now imposed by law has been stock onhand.
paid and which are on the day after the passage of this Act held by
any person and intended for sale, there shall be levied, collected, and
paid a floor tax equal to the difference between the tax imposed by
this Act and the tax so paid. - .

Sec. 615. That upon all sweet wines held for sale by the producer rorgymar s used for
thereof upon the day after the passage of this Act there shall be
levied, assessed, collected, and paid a floor tax equivalent to 30 cents

r proof gallon upon the grape brandy or wine spirits used in the

ortification of such wine.

Skc. 616. That the taxes ungosed by section 611 or 613 shall be onremeeiron med
paid by stamp on removal of the wines from the customhouse, g .~ .~
winery, or other bonded place of storage for consumption or sdle, and producer. ~
every person hereafter producing, or having in his possession or under
his control when this title takes effect, any wines subject to the tax
imposed in section 611 or 613 shall file such notice, describing the
premises on which such wines are produced or stored; shall execute
a bond in such form; shall make such inventories under oath; and
shall, prior to sale or removal for consumption, affix to each cask or
vessel containing such wine such marks, labels, or stamps. as the
Commissioner, with the approval of the Secretary, may from time to
time prescribe; and the }{:‘:mjs&e described in such notice shall, for
the purpose of this Act, be regarded as bonded premises. But the Rahuom.
provisions of this section, except as to payment of tax and the R-8,sec.324,p.632
affixing of the required stamps or labels, shall not apigly to wines held
by retail dealers, as defined In section 3244 of the Revised Statutes, :
nor, subject to regulations ﬁrescribed by the Commissioner, with:.the _Wines for tamity use
approval of the Secretary, shall the tax imposed by section 611 anly P
to wines produced for the family use of the duly registered producer
thereof and not sold or otherwise removed from the place of manu-
facture and not exceeding in any case two hundred gallons per year.

Skc. 617, That sections 42, 43, and 45 of the Act entitled “An Act , Fortitving puresweet
to reduce the revenue and equalize duties on imports, and for other ~ Vol. 26 pp. 621-es.
purposes,”’ asproved October 1, 1890, as amended by section 68 of 345215’ © *% Vo
the Act entitled “An Act to reduce taxation, to provide revenue for
the Government, and for other purposes,”’ approved August 27, 1894,
are further amended to read as follows:

‘‘Skc. 42. That any producer of pure sweet wines may use in the syt emm onmi™
preparation of such sweet wines, under such regulations and after the Vol.3,p. 7.
filing of such notices and bonds, together with the keeping of such
records and the rendition of such reports as to materials and products
as the Commissioner of Internal Revenue, with the approval of the
Secretary of the Treasury, may prescribe, wine spirits produced by
any duly authorized distiller, and the Commissioner of Internal illowance for spirits
Revenue, in determining the liability of any distiller of wine spirits
to assessment under section 3309 of the Revised Statutes, is author- R.8.sec.330,p. 641,
ized to allow such distiller credit in his computations for the wine
spirits withdrawn to be used in tortifying sweet wines under this Act.

“Skc. 43. That the wine spirits mentioned in section 42 is the inespirits defined.
product resulting from the distillation of fermented grape juice, to ‘%™
which water may have been added prior to, during, or after fermen-
tation, for the sole purpose of facilitating the fermentation and
economical distillation tﬁereof, and shall held to include the

roduct from grapes or their residues commonly known as pe

randy, and shall include commercial gmfe brandy which may have Brandy included.
been colored with burnt sugar or caramel; and the pure sweet wine g Eare sweet wine de-
which may be fortified with wine spirits under the provisions of this =
Act is fermented or partially fermented grape juice only, with the
usual cellar treatment, and shall contain no other substance what-






