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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, Provis oflost

That such replacement shall be made only in those cases where the etc., honordevice.
medal of honor, distinguished-service medal, or Navy cross, or bar,
emblem, or insignia presented 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 be made without charge therefor.

SEC. 7. That, except as otherwise prescribed herein, no medal of ime limit for issu-
honor, distinguished-service medal, Navy cross, or bar or other suit-
able emblem or insignia 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 Statement ofservice,
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.

SEC. 8. That in case an individual who shall distinguish himself dies deatd in C e of
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 o
the deceased as the President may designate: Provided, That no medal subse t entirely
or cross or no bar or other emblem or insignia shall be awarded or huirl ervce re
presented to any individual or to the representative of any individual
whose entire service subsequent to the time he distinguished himself awards to persons
shall not have been honorable: Provided further, That in cases of now in service, which
persons now in the naval service for whom the award of the medal nded' reco
of honor has been recommended in full compliance with then existing
regulations, 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 OfcilrcosolfDe
shall be based exclusively upon official records now on file in the
Navy Department.

SEC. 9. That the President be, and he hereby is, authorized to mayFwg oNavycmrs
delegate, under such conditions, regulations, and limitations as he
shallprescribe, to flag officers who are commanders in chief or com-
manding on important independent duty the power conferred upon Reguations,etc.

him by this Act to award the Navy cross; and he is further authorized
to make from time to time any and all rules, regulations, 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.

February 24,1919.

CHAP. 18.-An Act To provide revenue, and for other purpose. [H. B. 13.]
[Public, No. 25.]

Be it enacted by the Senate and House of Representatives of the United
States of America in Congress assembled, Revenue Act of 1918.

TITLE I.-GENERAL DEFINITIONS. Generaldefitis.

SECTION 1. That when used in this Act-
The term "person" includes partnerships and corporations, as

well as individuals;
112460°-VOL 40-pr 1 67
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VENUE ACT F 198S. The term "corporation" includes associations, joint-stock com-
"Corporation."

panies, and insurance companies;
"Domestic." The term " domestic" when applied to a corporation or partnership

means created or organized in the United States;
"Foreign." The term "foreign" when applied to a corporation or partnership

means created or organized outside the United States;
"United States." The term "United States" when used in a geographical sense

includes only the States, the Territories of Alasa and Hawaii, and
the District of Columbia;

'Sicretary." I The term "Secretary" means the Secretary of the Treasury;
Commissioner." The term "Commissioner" means the Commissioner of Internal

Revenue;
"collector" The term "collector" means collector of internal revenue;

evenue Act of The term "Revenue Act of 1916" means the Act entitled "An Act
Vol. 39, p. 756 to increase the revenue, and for other purposes," approved Septem-

ber 8, 1916;
'" Reveoue Act of The term "Revenue Act of 1917" means the Act entitled "An Act

1917,"
Ante, p. 300. to provide revenue to defray war expenses, and for other purposes,"

approved October 3, 1917;
"Taxpayer." The term "taxpayer" includes any person, trust or estate subject

to a tax imposed by this Act;
"Government co- The term "Government contract" means (a) a contract made with
With United states the United States, or with any department, bureau, officer, commis-

oragencyteeof. 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

subcontracts. 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

DuingwarwithGe- of the United States. The term "Government contract or contracts
maatoed.s tU y made between April 6, 1917, and November 11, 1918, both dates

Pot, p. 1272.. inclusive" 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;

Military or naval The term 'military or naval forces of the United States" in-
forces of the United
States. t ludes 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;

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

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

ICOME TAX. TITLE II.-INCOME TAX.

General provisions. PART I.--GEBEAL PROVISIONS.

DEFDrTrIONS.

Meaningofterms. SEC. 200. That when used in this title-
Taxable year." The term "taxable year" means the calendar year, or the fiscal

year ending during such calendar year, upon the basis of which the
"Fiscaiyear." net income is computed under section 212 or section 232. The term

"fiscal year" means an accounting period of twelve months ending
Fisttaxablyear on thelast day of any month other than December. The first taxable

year, 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 WiCOME TAX.
and withhold any tax under the provisions of section 221 or section agent."
237-

The term "personal service corporation" means a corporation oopPerson service
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- Exclu ions
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 a..adred
under this title, means "paid or accrued" or "paid or incurred," tAd to deduo-
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.

DIMVDENDS. Dividends.

SEC. 201. (a) That the term "dividend" when used in this title Distri'butins o
(except in paragraph (10) of subdivision (a) of section 234) means Uons aoc muPted
(1) any distribution made by a corporation, other than a personal s'no Febr ry28t,9mL
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 profits 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-
ary 1, 1918.

(b) Any distribution shall be deemed to have been made from ineeed from ean-
earnings or profits unless all earnings and profits have first been
distributed. Any distribution made in the year 1918 or any yearFr 191, and after,
thereafter shall be deemed to have been made from earnings orsinmceFetbruary28,t'l3.:
profits accumulated since February 28, 1913, or, in the case of a
personal service corporation, from the most recently accumulated
earnings or profits; but any earnings or profits accumulated prior Tax exelmptions if
to March 1, 1913, may be distributed in stock 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 stock of the corporation shall be con- Sto'
k 

divldend.

sidered income to the amount of the earnings or profits distributed.
Amounts distributed in the liquidation of a corporation shall be Liquidation distri-
treated as payments in exchange for stock or shares, and any gain bo
or profit realized thereby shall be taxed to the distributee as other
gains or profits.

(d) If any stock dividend (1) is received by a taxpayer between Dividends of 1918.
January 1 and November 1, 1918, both dates inclusive, or (2) ista ern.
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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INCOME TAX.in (e) Any distribution made during the first sixty days of any
oftaxableyears. taxable year shall be deemed to have been made from earnings or

profits accumulated during preceding taxable years; but any distri-
bution 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 earnings
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 lss. BASIS FOR DETERMINING GAIN OR LOSS.

Basisonsales,etc.,of SEC. 202. (a) That for the purpose of ascertaining the gain derived
proPerty. or loss sustained from the sale or other disposition of property, real,

personal, or mixed, the basis shall be-
Acquired before (1) In the case of property acquired before March 1, 1913, the fair

market price or value of such property as of that date; and
Subsequently ac- (2) In the case of property acquired on or after that date, the cost

quired. thereof; or the inventory value, if the inventory is made in accord-
ance with section 203.

On exchanges of (b) When property is exchanged for other property, the property
property. received in exchange shall for the purpose of determining gain or

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

tion, merger, or consolidation of a corporation a person receives in
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.

Gain when value of When in the case of any such reorganization, merger or consoli-
new, exceeds that of .
exchaged stocks, etc. 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 in 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 in
par or face value shall be treated as a gain to the extent that the
fair 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.

nse of, to determine SEC. 203. That whenever in the opinion of the Commissioner the
Income.

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.

Net losses. LOSSES.NET LOSSES.

Inregularbusiness. SEC. 204. (a) That as used in this section the term "net loss"
refers only to net losses resulting from either (1) the operation of any

On sales of plants 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 articles contributing

Inventories. INVENTORIES.
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to the prosecution of the present war; and when so resulting means ncf terin-.
the excess of the deductions allowed by law (excluding in the case of ing.
corporations amounts allowed as a deduction under paragraph (6)
of subdivision (a) of section 234) over the sum of the gross 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, taineadbeteifn oc-taobed between oc-and ending prior to January 1, 1920, it appears upon the production tobr31,1918 and Jan-
of evidence satisfactory to the Commissioner that any 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
preceding taxable year; and the taxes imposed by this title and by Redetermination of
Title III for such preceding taxable year shall be redetermined tax

accordingly. Any amount found to be due to the taxpayer upon the Credits and refunds.
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 preceding taxable
year, the amount of such excess shall under regulations prescribed
by the Commissioner with the approval of the Secretary be allowed
as a deduction in computing the net income for the succeeding taxable
year.

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

FISCAL YEAR WITH DIFFEENT RATES. fretrasr w th di-
Returns, if ending In

SEC. 205. (a) That if a taxpayer makes return for a fiscal year ist191s"'e'ndgin
beginning in 1917 and ending in 1918, his tax under this title for the Pro fo
first taxable year shall be the sum of: (1) the same proportion of a andnewstaxi
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: Provided, That in the case of a personal service corporation Persoal service co-
the amount to be paid shall be only that specified in clause (1). porauon.

Any amount heretofore or hereafter paid on account of the tax tcrltpi ior efu,, "f
imposed for such fiscal year by Title I of the Revenue Act of 1916
as amended by the RevenueAct of 1917, and byTitle I of the Revenue
Act of 1917, shall be credited towards the payment of the tax imposed
for such fiscal year by this act, and if the amount so paid exceeds the
amount of such tax imposed by this act, 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 Ifendingin 919.
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 Proportion oftax de-
period computed under this title at the rates specified for the calendar t

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 Pa rtof e9sX foisal
or begins in 1918 and ends in 1919, then notwithstanding the pro- y'
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RaNCOMi e to visions of subdivision (b) of section 218, (1) the rates for the calendar
partners srof in- year during which such fiscal year begins shall apply to an amount
eome. 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
part of such fiscal year falling within such calendar year bears to the

Peona service cor- ull fiscal year: Provided, That in the case of a personal service
pExoraeion. 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.

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

app ment to year SEC. 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 shall be placed in the

Application of de- next higher brackets of the rate schedule applicable to that year,
ductionsetc. 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 frst 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.

Normal tax.

New rates Imposed.
Vol. 39. p. 756.
Ante, p. 300.

For 1918.

Proviso.
First $4,000, of citi-

zens, etc.

Therealter.

Proviso.
First S4,000.

Surtax.

New rates on in-
comes over 5.000. in
addition to normal tax.

Vol. 39, p. 756.
Ante, p. 301.

Rates.

PART II.-INDIVIDUALS.

NORMAL TAX.

SEC. 210. That, in lieu of the taxes imposed by subdivision (a) of
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
year upon the net income of every individual a normal tax at the
following rates:

(a) For the calendar year 1918, 12 per centum of the amount of
the net income in excess of the credits provided in section 216: Pro-
vided, 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
centum;

(b) For each calendar year thereafter, 8 per centum of the amount
of the net income in excess of the credits provided in section 216:
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
centum.

SURTAX.

SEC. 211. (a) That, in lieu of the taxes imposed by subdivision (b)
of section 1 of the Revenue Act of 1916 and by section 2 of the
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
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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2per centum of the amount by which the net income exceeds $6,000 Surta cinSaaud .
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 net income exceeds
$10,000 and does not exceed $12,000;

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

22 per centum of the amount by which the net income exceeds
$46,000 and does not exceed $48,000;

23 per centumn of the amount by which the net income exceeds
$48,000 and does not exceed $50,000;

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

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

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

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

28 per centum of the amount by which the net income exceeds
$58,000 and does not exceed $60,000;

29 per centum of the amount by which the net income exceeds
$60,000 and does not exceed $62,000;

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

31 per centum of the amount by which the net income exceeds
$64,000 and does not exceed $66,000;
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SNCOMnTMed 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.

ies oil or gs (b) Ia the case of a bona fide sale of mines, oil or gas wells, or any
Max.mum tax on interest therein, where the principal value of the property has been

etc., 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 LNCOME DEFINED.

Deductions from
gross income constitut-
ing.

Post, p. 1066.

Basis of computing.

SEC. 212. (a) That in the case of an individual the term "net
income" means the gross income as defined in section 213, less the
deductions allowed by section 214.

(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

1064
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employed in keeping the books of such taxpayer; but if no such NCOYE -.

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 defined in
section 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 accountig'Ypeiod.dhe

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. Grossincome.

SEC. 213. That for the purposes of this title (except as otherwise posic1 0nluded.

provided in section 233) the term "gross income"-
(a) Includes gains, profits, and income derived from salaries, wages, fro ersoc al sal

or compensation for personal service (including in the case of the Federaloffis,etc.,
President of the United States, the judges of the Supreme and inferior C
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- business, e' trades
merce, or sales, or dealings 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 dends, etc.
any business carried on for gain or profit, or gains or profits and
income derived from any source whatever. The amount of all such yearrecued tax ab
items shal 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 Ex c us m s.
from taxation under this title:

(1) The proceeds of life insurance policies paid upon the death poro ic e insurane
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 ancecontracts i
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; ifts, bequsts etc

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

(4) Interest upon (a) the obligations of a State, Territory, or any etc.,debts.
political subdivision thereof, or the District of Columbia; or varm lon"bonds.
(b) securities issued under the provisions of the Federal Farm Loan
Act of July 17, 1916; or (c) the obligations of the United States FinanceCorporatWn
or its possessions; or (d) bonds issued by the War Finance Corpo- bonds-

ration: Provided, That every person owning any of the obligations, Returns required.

securities or bonds enumerated in clauses (a), (b), (c) 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 qirequi Lmitation an Fed-
In the case of obligations of the United States issued aft Seera Se secuties issued

teber 1, 1917, and in the case of bonds issued by the War Financetember 1, 1917, and in the case of bonds issued by the War Finance etc.
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ICOM TAX. 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

Pop.i . to the taxpayer both under this title and under Title III;
Foreign govern- (5) The income of foreign governments received from invest-

from Americasecuri- ments in the United States in stocks, bonds, or other domestic
ties. 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;

Personal -ry pay- (6) Amounts received, through accident or health insurance or
mnt 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;

pubicyuS,,tsitiet.' (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
any possession of the United States, or any political subdivision
thereof.

foIopnderw e t~" t 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

No pernal amp- State, Territory, District of Columbia, or political subdivision; but
this provision is not intended to confer upon such person any financial
gain or exemption 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;

icr.oS m ar e- (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

Limit. or compensation in any form from the United States for active services
in such forces, as does not exceed $3,500.

NStdieUSt anSe (C) In the case of nonresident alien individuals, gross income in-
ste sources. ludes 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 a contract for the sale of goods or otherwise) representing
profits on the manufacture and disposition of goods within the
United States.

Deductions allowed DEDCTINS ALLOWED.

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

Businssexpenses. (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 salaries 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 taxpayer has not taken or is not taking title or in which he has
no equity;

nterest on debts. (2) All interest paid or accrued within the taxable year on indebt-
pion. 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- nrco TAY

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 Domea taxes.

the authority of the United States, except income, war-profits and Exceptions

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 (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 citizen or resi- Foreign taxes.

By citizens or resi-
dent of the United States, by the authority of any foreign country, dents.
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-aBnonresident
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 property or business;

(4) Losses sustained during the taxable year and not compensated Bu"d.Il.
for by insurance or otherwise, if incurred in trade or business; Lsses not cnnectedLosses not conected

(5) Losses sustained during the taxable year and not compensated with busine.

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- cted th lbuso-
nected with the trade or business (but in the case of a nonresident na

alien individual only property within the United States) if arising
from fires, storms, shipwreck, or other casualty, or from theft, and
if not compensated for by insurance or otherwise; Worthless debts.

(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 nessproperty.
property used in the trade or business, including a reasonable allow-
ance for obsolescence; Amortization of os

(9) In the case of buildings, machinery, equipment, or other facili- of plants, vesses, etc.,
ties, constructed, erected, installed, or acquired, on or after April 6, for'wUBs.
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 Lmt.
of such facilities or vessels as has been borne by the taxpayer, 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 Redetermination,
war, the 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 III for the
year or years affected shall be redetermined; and the amount of tax pCyts c. of ove r -
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 Po, p. 85.
provisions of section 252;

(10) In the case of mines, oil and gas wells, other natural deposits, mbe, oa wens tim-
and timber, a reasonable allowance for depletion and for depreciation powunce for deple-

of improvements, according to the peculiar conditions in each case, to deprecation,
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INCOME TAX. based upon cost including cost of development not otherwise de-
Provi sos. ducted: Provided, That in the case of such properties acquired prior
If acquired prior to

March , 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

If discovered by tax- up to that date: Providedfurther, That in the case of mines, oil and
payer after March 1,
1913. . 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;

Gifts to relius, (11) Contributions or gifts made within the taxable year to cor-
et., organizations. porations organized and operated exclusively for religious, charita-

ble, 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
Vocational rehabili- the special fund for vocational rehabilitation authorized by section

tation fund.
Ante, p. 619. 7 of the Vocational Rehabilitation Act, to an amount not in excess

of 15 per centum of the taxpayer's net income as computed without
Limit

. the benefit of this paragraph. Such contributions or gifts shall be
allowable as deductions only if verified under rules and regulations
prescribed by the Commissioner, with the approval of the Secretary.

Nonresident aliens. In the case of a nonresident alien individual this deduction shall be
allowed only as to contributions or gifts made to domestic corpora-
tions, or to such vocational rehabilitation fund;

torredction or e (12) (a) At the time of filing return for the taxable year 1918 a
bates on contracts taxpayer may file a claim in abatement based on the fact that he has

Claims for, to be filed
in 1918. 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

Bond 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 sureties satisfactory to the Commissioner, conditioned
for the payment of any part of such tax found to be due, with interest.

Pauo.ed. partdi- 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-

Aowa be d payer with interest at the rate of 1 per centum per month from the
ducted. to 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

Ded n fo o by this title the amount of such loss shall be deducted from the net
no claimfiled. 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

redt, etc., thereor. 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.
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(b) In the case of a nonresident alien individual the deductions
allowed in paragraphs (1), (4), (7), (8), (9), (10), and (12), and
clause (e) of paragraph (3), of subdivision (a) 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
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.
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INCOME TAX.
Nonresident aliens.
Deductions only on

business in United
States.

Apportionment.

Itemsnot deductible.

SEC. 215. That in computing net income no deduction shall in any Objects specified.

case be allowed in respect of- Personal, etc., ex-
(a) Personal, living, or family expenses; penses.
(b) Any amount paid out for new buildings or for permanent mIerty improve-

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

(c) Any amount expended in restoring property or in making property.

good the exhaustion thereof for which an allowance is or has been
made; or Lge insurance for

(d) Premiums paid on any life insurance policy covering the life employees if taxpayer
of any officer or employee, or of any person financially interested in benefted.
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 Obcipfi

be allowed the following credits:
(a) The amount received as dividends from a corporation which is diidend orporon

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 Conr Inres o s;Federa

(b) The amount received as interest upon obligations of the securities, etc
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, Persoaexemption
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 adwif. or husbaL
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; Allowance for d

(d) $200 for each person (other than husband or wife) dependent pendents.
upon and receiving his chief support from the taxpayer, if such
dependent person is under eighteen years of age or is incapable of
self-support because mentally or physically defective.

(e) In the case of a nonresident alien individual who is a citizen Noenalexemtaliens.
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.

NONRESIDENT ALIENS-ALLOW.ANCE OF DEDUCTIONS AND CREDITS. Nonresident aliens.

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

Returns required
from, to receive deduc-
tions.
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ICOME TAX. may deem necessary for the calculation of such deductions and
may Defiled credits: Provided, That the benefit of the credits allowed in sub-

wjith withholding divisions (C) and (d) of section 216 may, in the discretion of the
aent. Commissioner, and except as otherwise provided in subdivision (e)

of that section, be received by filing a claim therefor with the with-
coectio, etc., if no holding agent. In case of failure to file a return, the collector shall

collect the tax on such income, and all property belonging to such
nonresident alien individual shall be liable to distraint for the tax.

Partnerships PARTNERSHIPS AND PERSONAL SERVICE CORPORATIONS.

divda
t "e d ass -  SEC. 218. (a) That individuals carrying on business in partner-

omputing share of ship shall be liable for income tax only in their individual capacity.
income. 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
any accounting period of the partnership ending within the fiscal or
calendar year upon the basis of which the partner's net income is
computed.

Additional credits The partner shall, for the purpose of the normal tax, be allowed as
emnptions. 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 partnership.

Rates atlied for (b) If a fiscal year of a partnership ends during a calendar year
p for which the rates of tax differ from those for the preceding calendar

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
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 the remainder.

Credit for l9i1 of t(c In the case of an individual member of a partnership which
excesias ta in makes return for a iscal year beginning in 1917 and ending in 1918,
19

17. 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.

Net I<foml com- (d) The net income of the partnership shall be computed in the
same manner and on the same basis as provided in section 212,

duCheaite not de- except that the deduction provided in paragraph (11) of subdivision
(a) of section 214 shall not be allowed.

Personal service cor- (e) Personal service corporations shall not be subject to taxation
poration.

only stockholders under this title, but the individual stockholders thereof shall be
atnership provi- taxed in the same manner as the members of partnerships. All

ons applied. the provisions of this title relating to partnerships and the members

Proviso. thereof shall so far as practicable apply to personal service corpora
Accouting for dis tions and the stockholders thereof: Provided, That for the purpose

triutions. of this subdivision amounts distributed by a personal service cor-
poration during its taxable year shall be accounted for by the dis-

Undistribed i- tributees; 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.

1070
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ESTATES AND TRUSTS. INCOMB TAX.
Fstates and trusts.

SEC. 219. (a) That the tax imposed by sections 210 and 211 shall Incmetaxable
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 RiVtdring ad

period of administration or settlement of the estate;
(2) Income accumulated in trust for the benefit of unborn or Trstaccmulation.

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
(4) Income which is to be distributed to the beneficiaries periodi- otilst a distribu

cally, whether or not at regular intervals, and the income collected
by a guardian of an infant to be held or distributed as the court
may direct.

(b) The fiduciary shall be responsible for making the return of t.Po"fs1b1 1 
i

income for the estate or trust for which he acts. The net income of Nt ime corn

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 the puslics, e rtes,

by paragraph (11) of subdivision (a) of section 214) any part of etce
the gross income which, pursuant to the terms of the will 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- ofstats t f 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.

(c) In cases under paragraph (1), (2), or (3) of subdivision (a) ary.ment y fuc-
the tax shall be imposed upon the net income of the estate or trust
and shall be paid by the fiduciary, except that in determining the itswDo"ed. 6

net income of the estate of any deceased person during the period
of administration or settlement there may be 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 216.

(d) In cases under paragraph (4) of subdivision (a), and in the ri of distributive
case of any income of an estate during the period of administration s A'-tc

or settlement permitted by subdivision (c) to be deducted from the fid'oart 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 L'auded in bet
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 basis of which such beneficiary's net income is computed.
In such cases the beneficiary shall, for the purpose of the normal tax, Additial 

credits,
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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flCOME TAX. PROFITS OF CORPORATIONS TAXABLE TO STOCKHOLDERS.
Corporation profits.

No income tax on SEC. 220. That if any corporation, however created or organized,
corporations accumu-
lating gains to prevent is formed or availed of for the purpose of preventing the imposition

ndividuals taxed. of the surtax upon its stockholders 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

wartandexcess prof- of a personal service corporation, except that the tax imposed by
its deduction in com-
utingrcome of mem- Title III shall be deducted from the net income of the corporation

ico s  before the computation of the proportionate share of each stockholder
Evidenceofpurpose, or member. The fact that any corporation is a mere holding com-

pany, or that the gains and profits are permitted to accumulate
beyond 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 m 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 that in his opinion

Detaed statement such accumulation is unreasonable for the purposes of the business.
required. 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 PAYMENT OF TAX AT SOURCE.
source.

Nonresident alin.
Normal income tax SEC. 221. (a) That all individuals, corporations and partnerships,

of, payable thereat in whatever capacity acting, including lessees or mortgagors of real
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

Exceptions its net income) shall (except in the cases provided for in subdivision
(b) and except as otherwise provided in regulations prescribed by
the Commissioner under section 217) deduct and withhold from such
annual or periodical gains, profits, and income a tax equal to 8

intrst of unknown per centum thereof: Provided, That the Commissioner may authorize
owners, such tax to be deducted and withheld from the interest upon any

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

CiorpatinSe agree (b) In any case where bonds, mortgages, or deeds of trust, or other
from tax 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 be required or permitted to pay thereon
or to retain therefrom under any law of the United States, the

Tax to be withheld obligor shall deduct and withhold a tax equal to 2 per centum of
the interest upon such bonds, mortgages, deeds of trust, or other
obligations, whether such interest is payable annually or at shorter
or longer periods and whether payable to a nonresident alien indi-
vidual or to an individual citizen or resident of the United States or

o" unkownowners. 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 INCO
M TAX.

owners of which are not known to the withholding agent. Such Eptions were
claim for credits fileddeduction and withholding shall not be required in the case of a by individul.

citizen or resident entitled to receive such interest, if he files with the
withholding agent on or before February 1, a signed notice in writing
claiming the benefit of the credits provided in subdivisions (c) and
(d) of section 216; nor in the case of a nonresident alien individual Nonresident aiens.
if so provided for in regulations prescribed by the Commissioner
under section 217.

(c) Every individual, corporation, orpartnership required to deduct hRetrns from with-
and withhold any tax under this section shal make return thereof agent,
on or before March first of each year and shall on or before June Payment.
fifteenth pay the tax to the official of the United States Government
authorized to receive it. Every such individual, corporation, or ment, for etc.
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 retPoifetx toithh
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 against the amount of income tax as computed in such return.

(e) If any tax required under this section to be deducted and with- enrPodfaid b'TioP
held is paid by the recipient of the income, it shall not be re-collected etc.
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. Credit for taxes.

SEC. 222. (a) That the tax computed under Part II of this title Anowances.
shall be credited with: Citens, for ta

(1) In the case of a citizen of the United States, the amount of pd to foreign co-S
any income, war-profits and excess-profits taxes paid during the etc
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 states pcosessions.
any such taxes paid during the taxable year to any possession of the
United States; an Alien residents,

(3) In the case of an alien resident of the United States who is a similar crliti allwed
citizen or subject of a foreign country, the amount of any such taxes i'l t oir c""ntry.
paid during the taxable year to such country, upon income derived
from 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 f rtner, trust,

(4) In the case of any such individual who is a member of a part- beneciayetc.
nership or a 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. Redetermination if

(b) If accrued taxes when paid differ from the amounts claimed as id taxes differ from
credits by the taxpayer, or if any tax paid is refunded in whole or in C ut c ai ed, etc.
part, the taxpayer shall notify the Commissioner who shall redeter-
mine the amount of the tax due under Part II 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-
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otvisions of section 252. In the case of such a tax accrued but not paid,
the Commissioner as a condition precedent to the allowance of this
credit may require the taxpayer to give a bond with sureties satis-
factory to and to be approved by the Commissioner in such penal
sum as the Commissioner may require, conditioned for the payment
by the taxpayer of any amount of tax found due upon any such
redetermination; and the bond herein prescribed shall contain such
further conditions as the Commissioner may require.

2 (c) 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.

rItes inctatme to SEC. 223. That every individual having a net income for the taxable0f income to be
madebytaxpayer. year of $1,000 or over if single or if married and not living with

husband 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. If a husband and wife living together have an aggre-
gate net income of $2,000 or over, each shallmake such a return
unless the income of each is included in a single joint return.

By 
a g e n

t. 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 with the care of the person or property of such tax-
payer.Partnership returns payer.

PARTNERSHIP RETURNS.

Itemid statemnt SEC. 224. That every partnership shall make a return for each
Details 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.

Fduciary returns.
FIDUCIARY RETURNS.

g¶os SEC. 225. That every fiduciary (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, stating
specifically the items of the gross income and the deductions and
credits alowed by this title. Under such regulations as the Com-
missioner with the approval of the Secretary may prescribe, a return
made by one of two or more joint fiduciaries and filed in the office
of the collector of the district where such fiduciary resides shall be 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
and correct.

app ' Fiduciaries required to make returns under this Act shall be subject
to all the provisions of this Act which apply to individuals.

Statement of
icome of estte,

Joint fiducari

Oath, etc.

Provisions
cable.
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RETURNS WHEN ACCOUNTING PERIOD CHANGED. n IcoM TA

Change of accouting
SEC. 226. That if a taxpayer, with the approval of the Commis- s of retu War.

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
year to fiscal year, a separate return shall be made for the period
between the close of the last calendar year for which return was
made and the date designated as the clos the the fiscal year. If the
change is from one fiscal year to another fiscal year a separate return
shall be made for the period between the close of the former fiscal
year and the date designated as the close of the new fiscal year.
If a taxpayer making his first return for income tax keeps his ACoRtng.
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 of such fiscal year.

In all of the above cases the net income shall be computed on the cutatio oa net
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. Retuns.

SEC. 227. (a) That returns shall be made on or before the T lme f l Nr W
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 year, then the
return shall be made on or before the fifteenth day of March. The E tea s

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 Lat.
in the case of taxpayers who are abroad, nb such extension shall be
for more than six months.

(b) Returns shall be made to the collector for the district in which To odcd of di d.
is located the legal residence or principal place of business of the tdot' etc
person making the return, or, if he has no legal residence or principal
place of business in the United States, then to the collector at
Baltimore, Maryland.

UNDERSTATEMENT IN RETURNS. Urettu, t oreturns.

SEC. 228. That if the collector or deputy collector has reason to ,,Ince by oo
u etor

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
proof of the amount understated, may increase the same accordingly.
Sueh taxpayer may furnish sworn testimony to prove any relevant Apipeal to commis-
facts and if dissatisfied with the decision of the collector may appeal s o er

to the Commissioner for his decision, under such rules of procedure
as may be prescribed by the Commissioner with the approval of the
Secretary.

PART III.-CORPORATIONS.

TAX ON CORPORATIONS.

corportion

Tax.

SEC. 230. (a) That, in lieu of the taxes imposed by section 10 of Lcored  -the Revenue Act of 1916, as amended by the Revenue Act of 1917, voL39,p. 7.
and by section 4 of the Revenue Act of 1917, there shall be levied, A ep.32.
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INCOME TAX. collected, and paid for each taxable year upon the net income of
every corporation a tax at the following rates:

For 1918. (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

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

By transportation (b) For the purposes of the Act approved March 21, 1918, entitled
A, ip. 451. "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 m amend-
ment of Title I of the Revenue Act of 1917.

Exemptions. CONDITIONAL AND OTHER EXEMPTIONS.

Designated organiza. SEC. 231. That the following organizations shall be exempt from
tion s

. taxation under this title-
Labor, etc. (1) Labor, agricultural, or horticultural organizations;
Mutual savings (2) Mutual savings banks not having a capital stock represented

banks. by shares;
Fraternalbeneficiary (3) Fraternal beneficiary societies, orders, or associations, (a) oper-

soceties, etc. ating under the lodge system or for the exclusive benefit of the
members of a fraternity itself operating under the lodge system, and
(b) providing for the payment of life, sick, accident, or other benefits
to the members of such society, order, or association or their de-
pendents;

Buildingandloanas- (4) Domestic building and loan associations and cooperative banks
sociations, etc.sots, e without capital stock organized and operated for mutual purposes

and without profit;
Mutual cemeteries. (5) Cemetery companies owned and operated exclusively for the

benefit of their members;
Religious, scientific, (6) Corporations organized and operated exclusively for religious,

etc., organzations. 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;

Businessleagues,etc. (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;

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

Pleasure, etc., clubs. (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;

tuaess loatl m u- (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
expenses;

Marketingarmprod- (11) Farmers', fruit growers', or like associations, organized and
ucts. etc. associations. o ets. etc., a operated 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;

Trustees for ex- (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
is exempt from the tax imposed by this title;

Federal land banss (13) Federal land banks and national farm-loan associations as
ions. provided in section 26 of the Act approved July 17, 1916, entitled

ol. 39, p. 380. "An Act to provide capital for agricultural development, to create
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standard forms of investment based upon farm mortgage, to equalize icoiE TAX.

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"; Perna serice cor-

(14) Personal service corporations. porations.

NET INCOME DEFINED. Net income.

SEC. 232. That in the case of a corporation subject to the tax Computation of cor-
* *1 o* -> g1 g · * , , poration taxable.

imposed by section 230 the term "net income" means the gross taxabe.

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. Gross income.

SEC. 233. (a) That in the case of a corporation subject to the tax AOnep.s 1065,1075.

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- Le insuance com-
eluded 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 utalco marines n-
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 Foreig corporations.
From United States

only the gross income from sources within the United States, includ- sou es oy.
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. Deductions.

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, including
a reasonable allowance for salaries or other compensation for personal
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 taking
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 pur-
chase or carry obligations or securities (other than obligations 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-

Designation of

Business expenses.

Interest on debts.

Exceptions.

Domestic taxes.

Exceptions.
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INCOME TAX. 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

Foreign taxes rp the value of the property assessed; or (d) in the case of a domestic
tions. corporation, by the authority of any foreign country, except the

amount of income, war-profits and excess-profits taxes allowed
FOreigncorporations. 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-
profits and excess-profits taxes, and taxes assessed against local

r. benefits of a kind tending to increase the value of the property
Exception. assessed), upon the property or business: Provided, That in the case
Ante,p.1072. 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;

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

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

eTa-pad dividends, (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 personal service corporation out of earnings or
profits upon which income tax has been imposed by Act of Congress;

proprtion' etc., of (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;

Amortizationof cost (8) In the case of buildings, machinery, equipment, or other
of plants, vessels, etc., e d onie
for warnses. facilities, constructed, erected, installed, 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

Limit. 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

Redetermination, net income. At any time within three years after the termination
yeo ,tars.with 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 appraisal or from other evidence that the deduction originally
allowed was incorrect, the taxes imposed by this title and by Title III
for the year or years affected shall be redetermined and the amount

Credit. etc.,for over- of tax due upon such redetermination, if any, shall be paid upon notice
payments. 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;

berM, e ilwes, tim  (9) In the case of mines, oil and gas wells, other natural deposits,
Allowance for deple- and timber, a reasonable allowance for depletion and for depreciation

tion, deprecation, etc. of improvements, according to the peculiar conditions in each case,
based upon cost including cost of development not otherwise deducted:

Ifacqred prior to Provided, That in the case of such properties acquired prior to March
March i, 1913. 1, 1913, the fair market value of the property (or the taxpayer's

interest therein) on that date shall be taken in lieu of cost up to that
p disftvered a taL date: Provided further, That in the case of mines, oil and gas wells,

913. '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 property at the date of the discovery, or within thirty ncoMz TX.
days thereafter; such reasonable allowance in all 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
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: nsuae compa-
(a) The net addition required by law to be made within the taxable Additial for re
year to reserve funds (including in the case of assessment insurance sere fun, etc.
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; poliy Paments.

(11) In the case of corporations issuing policies covering life, Reerve or wesekly
health, and accident insurance combined in one policy issued on the ra t po.
weekly premium payment plan continuing for life and not subject to
cancellation, in addition to the above, such 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; Mta marne co-

(12) In the case of mutual marine insurance companies, there shall anies.
be allowed, in addition to the deductions allowed in paragraphs (1) to
(10), inclusive, amounts repaid to policyholders on account of pro- Premium repay-
miums previously paid by them, and interest paid upon such amounts
between the ascertainment and the payment thereof;

(13) In the case of mutual insurance companies (other than mu- ancoo tmpaies r

tual life or mutual marine insurance companies) requiring their mem-
bers to make premium deposits to provide for losses and expenses,
there shall be allowed, in addition to the deductions allowed in para-
graphs (1) to (10), inclusive, (unless otherwise allowed under such Premiumdeposits
paragraphs) the amount of premium deposits returned to their turned.
policyholders and the amount of premium deposits retained for the
payment of losses, expenses, and reinsurance reserves; Loas from inven-

(14) (a) At the time of filing return for the taxable year 1918 a tax- tory reducton or re
payer may file a claim in abatement based on the fact that he has ta. pd on on
sustained a substantial loss (whether or not actually realized by sale slaims to be fled in
or other disposition) resulting from any material reduction (not due
to temporary fluctuation) of the value of the inventory for such tax-
able 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 Bondrequed.
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 sureties 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 Paynt of part dis-
due shall on notice and demand by the collector be paid by the tax-
payer with interest at the rate of 1 per centum per month from the
time the tax would have been due had no such claim been filed. If duAetndes to be de-
it is shown to the satisfaction of the Commissioner that such substan-
tial loss has been sustained, then in computing the taxes imposed
by this title and by Title III the amount of such loss shall be deducted Dd fo, r lo if
from the net income. (b) If no such claim is filed, but it is shown to noclaim fied.
the satisfaction 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 taxes imposed by
this title and by Title III for such year shall be redeterminea accord- credit, etc., therefor
ingly. Any amount found to be due to the taxpayer upon the basis
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INCOME TAX. of such redetermination shall be credited or refunded to the taxpayer
Foreigncorporations. in accordance with the provisions of section 252.
Deductions only on (b) In the case of a foreign corporation the deductions allowed in
tiSs itatted subdivision (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

Itemsnotdeductible. Secretary.
ITEMS NOT DEDUCTIBLE.

Sante p 1ndivdul. SEC. 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:

Inteest oinFederal (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;

itaranddexcessprof- (b) The amount of any taxes imposed by Title III for the same
Proviso. taxable year: Provided, That in the case of a corporation which
F8cl 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 II of the Revenue
Act of 1917 shall be credited against the net income computed for
the entire period under Titlel 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 III
of this Act at the rates prescribed for the calendar year 1918 shall
be credited against the net income computed for the entire period

Domestic corpora- under this title; and
tions, S2,000. (c) In the case of a domestic corporation, $2,000.

Payment at source. PAYMENT OF TAX AT SOURCE.

ti0f foreign ' 'oPe SEC. 237. That in the case of foreign corporations subject totions not in busineas in
inited 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

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

tion c c
orpora SEC. 238. (a) That in the case of a domestic corporation the total

aitroro rteiStn- taxes imposed for the taxable year by this title and by Title III
possession. shall be credited with 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 pos-

Redetermination if session of the United States.
paid taxes differ from If accrued taxes when paid differ from the amounts claimed as
credit claimed, etc. 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 NCOYM TAX.
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 overpaid, if any, shall be credited or refunded to the corpora-
tion in accordance with the provisions of section 252. In the case of T

ax accred but not
such a tax accrued but not paid, the Commissioner as a condition Bond requirea.
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 incomerequired.
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.

(c) If a domestic corporation makes a return for a fiscal year be- omestic corpora
tion fiscal year ending

ginning in 1917 and ending in 1918, only that proportion of this in l918-
credit shall be allowed which the part of such period within the
calendar year 1918 bears to the entire period.

CORPORATION RETURNS.

SEC. 239. That every corporation subject to taxation under this mes.ific requir
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. The return shall be sworn to by
the president, vice president, or other principal officer and by the By agent of foreig
treasurer or assistant treasurer. If any foreign corporation has no corporation.
office or place of business in the United States but has an agent in Receivers etc
the United States, the return shall be made by the agent. In cases
where receivers, trustees in bankruptcy, 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. Collecon.
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 c
of sections 226 and 228. When return is made under section 226 R'ductim for prt of

the credit providled in subdivision (c) of section 236 shall be reduced y ear
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.
CONSOLIDATED RETURNS.

From affiliated cor-
SEC. 240. (a) That corporations which are affiliated within the porations.

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 shal be ,pso
computed and determined upon the basis of such return: Protmded, Assessment, iorg-
That there shall be taken out of such consolidated net income and 114, on ifncor^troml
invested capital, the net income and invested capital of any such Gortdrinthe con-
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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mCMB TA. gross income consists 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. 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.

Cor"iptesd sm pr 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

Lmit of credts and income properly assignable to each. There shall be allowed in
exemptions. 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 credit (as provided in section 312) only
one specific exemption of $3,000.

tions defined. (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.

if foreig'n io(C (c) For the purposes of section 238 a domestic corporation which
owned, etc.,by domes- owns a majority of the voting stock of a foreign corporation shall be
tic. 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-

imit.s' tion upon or with respect to which such taxes were paid: Provided,
That m 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.

Returns.
TIME AND PLACE FOR FILING RETURNS.

AU, p. 107s. SEC. 241. (a) That returns of corporations shall be made at the
To collector of dis- same time as is provided in subdivision (a) of section 227.

trict, etc. (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.

Administrative pro-
vi i os. PART IV.-ADMINISTRATIVE PROVISIONS.

Payment of taxes.
PAYMENT OF TAXES.

In foux instalhnents,
except at source. SEC. 250. (a) That except as otherwise provided in this section

Periods 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 INCOME TAX.
an extension of time for filing a return is granted the time for pay- tenion of first
ment of the first installment shall be postponed until the date of the ayment
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 paItetaddeduifun-
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 ½ 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 dehle amout on
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 menption Mingleturn
payment instead of in installments, in which case the total amount etc.
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- byCommissioner.
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 Credit,etc.,ofexcess
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 iePnaym"t of dei-
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 dditinal tax for
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 retuSiY tax for fal
so

the tax, then, in lieu of the penalty provided by section 3176 of the is., p.i376 p. ti.
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 officer, by revenue
Statutes as amended, the amount of tax determined to be due under Poet, p. 1147.

such return shall be paid upon notice and demand by the collector.
(d) Except in the case of false or fraudulent returns with intent Time limit on suits

to evade the tax, the amount of tax due under any return shall be forrecoveries, etc.
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 F a l e re tmrn e s

e
ept

-

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. Additioal tax if un

(e) If any tax remains unpaid after the date when it is due, and paidwhendue.
for ten days after notice and demand by the collector, then, except
in the case of estates of insane, deceased, or insolvent persons, there
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INCOME TAX. shall be added as part of the tax the sum of 5 per centum on the
amount due but unpaid, plus interest at the rate of 1 per centum per

Reduced on claims 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 ½ of 1 per centum per month.

Notice, etc., inferred. In 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

Enforcement sufficient notice of the amount due.
enme ex- (f) In any case in which in order to enforce payment of a tax it is

necessary for a collector to cause a warrant of distraint to be served,

Immediate payment there shall also be added as part of the tax the sum of $5.
if acts of taxpayer prej- (g) If the Commissioner finds that a taxpayer designs quickly to
udice collection, etc. depart from the United States or to remove his property therefrom,

or to conceal himself or his property therein, or to do any other act
tending to prejudice or to render wholly or partly ineffectual 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 taxable year or so much of said tax as is
unpaid, whether or not the time otherwise allowed by law for filing
return and paying the tax has expired; and such taxes shall thereupon

Finding of commis- become immediately due and payable. In any action or suit brought
ner presumption of 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
not, shall be for all purposes presumptive evidence of the taxpayer's

fa^n if not in de- design. A taxpayer who is not in default in making any return or
paying income, war-profits, or excess-profits tax under any Act of
Congress may furnish to the United States, under regulations to be
prescribed by the Commissioner with the approval of the Secretary,
security approved by the Commissioner that he will duly make the
return next thereafter required to be filed and pay the tax next there-

conditions of accept- after required to be paid. The Commissioner may approve and ac-
a ' cept in like manner security for return and payment of taxes made

due and payable by virtue of the provisions of this subdivision,
provided the taxpayer has paid in full all other income, war-profits,

orSupenroc eedings or excess-profits taxes due from him under any Act of Congress. If
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. SEC. 251. That every collector to whom an payment of any tax

is made under the provisions of this title shall upon request give to
the person making such payment a full written or printed receipt,
stating the amount paid and the particular account for which such
payment was made; and whenever any debtor pays taxes on account
of payments made or to be made by him to separate creditors the
collector shall, if requested by such debtor, give a separate receipt for
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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 ful written receipt acknowledging
the payment to him of any sum actually paid and accepting the
amount of tax paid as aforesaid (specifying the same) as a further
satisfaction of the debt to that amount, require the surrender to him
of such collector's receipt.

REFUNDS.

SEC. 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 purposes," 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 properly 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 under 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.

1085

INCOME TAX.

Evidence of tax paid,
by a debtor, etc.

Refunds.

Credits for excess
payments under pre-
vious laws.

Vol. 36, p. 112.
Vol. 38, p. 166.

Vol. 39, pp. 756, 1004.

Ante, pp. 300,326.

R. S., sec. 3228, p. 630.

Refund of balance.

Provso.
Time limit.

Penalties.

SEC. 253. That any individual, corporation, or partnership re- taxmakereturns, et

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 supply such information at the time or times
required under this title, shall be liable to a penalty of not more than wia refsals, eva-
$1,000. Any individual, corporation, or partnership, or any officer slons,etc.

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 Punishment.

for not more than one year, or both, together with the costs of prose-
cution.

RETURNS OF PAYMENTS OF DIVIDENDS. Dividend payments.

SEC. 254. That every corporation subject to the tax imposed by etSfi, sworn p
this title and every personal service corporation shall, when required tions.
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. e

SEC. 255. That every individual, corporation, or partnership b sra nactedby.
doing business as a broker shall, when required by the Commissioner, Details.

render a correct return duly verified under oath, under such rules and
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NCOME TAX. regulations 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.

Information at INFORMATION AT SOURCE.
source.

perSired from nal SEC. 256. That all individuals, corporations, and partnerships in
payents to others of whatever capacity acting, including lessees or mortgagors of real or

nie,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

By 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 of such gains, profits, and income, and the name
and address of the recipient of such payment.

Interest o iorperal Such returns may be required, regardless of amounts, (1) in the case
of payments of interest upon bonds, mortgages, deeds of trust, or

c tig foreign other similar obligations of corporations, and (2) in the case of collec-coupons, etc. -,c

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-
nerships, undertaking as a matter of business or for profit the collec-
tion of foreign payments of such interest or dividends by means of
coupons, checks, or bills of exchange.

Names and addres When necessary to make effective the provisions of this section the
name and address of the recipient of income shall be furnished upon
demand of the individual, corporation, or partnership paying the
income.

To be made each The provisions of this section shall apply to the calendar year 1918
year. and each calendar year thereafter, but shall not apply to the payment

of mterest on obligations of the United States.

Publiity. RETURNS TO BE PUBLIC RECORDS.

licrecr made pub- SEC. 257. That returns upon which the tax has been determined by
Ins prestrcted. the Commissioner shall constitute public records; but they shall be

ed. ' open to inspection only upon order of the President and under
rules and regulations prescribed by the Secretary and approved by

Accssby State off- the President: Provided, That the proper officers of any State impos-
c e r s  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

Stockholders of cot-
poratiolnincomf ore in such manner as the Secretary may prescribe: Provided further,
turns. That all bona fide stockholders of record owning1 per centum or more

of the outstanding stock of any corporation shall, upon making re-
Pnishment for n- quest of the Commissioner, be allowed to examine the annual income

authorieddivulgig. 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 swCOM TAX.

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 e of ~oe ar-as soon as practicable in each year cause payers to be prepared.

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.

Statistics.PUBLICATION OF STATISTICS.

SEC. 258. That the Commissioner, with the approval of the Secre- ireted of ,ncome a
tary, shall prepare and publish annually statistics reasonably available la s etc-
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, exemptions, and credits, and any
other facts deemed pertinent and valuable.

Collection of foreign
COLLECTION OF FOREIGN ITEMS. items.

SEC. 259. That all individuals, corporations, or partnerships coanecfS'oreign eo
undertaking as a matter of business or for profit the collection of pl~e~
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 Secretary, shall prescribe;
and whoever knowingly undertakes to collect such payments with- ensedh colecton
out having obtained a license therefor, or without complying with
such regulations, shall be guilty of a misdemeanor and shall be
fined not more than $5,000, or imprisoned for not more than one
year, or both.

Catizens of United
CITIZENS OF UNITED STATES POSSESSIONS. State pomasons.

If not of United
SEC. 260. That any individual who is a citizen of any possession State, taxable there

of the United States (but not otherwise a citizen of the United iunitedsta& rces,
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 Phil-
PORTO RICO AND PHILIPPLNE ISLANDS. ippines.

Tax collection by in-
SEC. 261. That in Porto Rico and the Philippine Islands the suIarofficials.

income tax shall be levied, assessed, collected, and paid in accordance 39volp p. W V.
with the provisions of the Revenue Act of 1916 as amended.

Returns shall be made and taxes shall be paid under Title I of ets and py-

such Act in Porto Rico or the Philippine Islands, as the case may be, d it' a"d rea
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. Nonreddents fa
An individual who is neither a citizen nor a resident of Porto Rico inmuaranoau
or the Philippine Islands but derives income from sources therein,
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INCOME TAX. shall 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 deriving income from
sources therein shall be taxed in Porto Rico or the Philippine Islands

to credit or dedua as a foreign corporation. For the purposes of section 216 and of
tion for insularcorpo- - A
ration tax. paragraph (6) of subdivision (a) of section 234 a tax imposed in

Porto Rico or the Philippine Islands upon the net income of a cor-
poration shall not be deemed to be a tax under this title.

thrity of s lar  The Porto Rican or Philippine 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.

W ITE TAX.F- TITLE III.-WAR-PROFITS AND EXCESS-PROFITS TAX.

General definitions. PART I.-GENERAL DEFINITIONS.

Terms used in this SEC. 300. That when used in this title the terms "taxable year,"
title. "fiscal year," "personal service corporation," "paid or accrued," and

"dividends" shall have the same meaning as provided for the pur-
poses of income tax in sections 200 and 201. The first taxable year
for the purposes of this title shall be the same as the first taxable year
for the purposes of the income tax under Title II.

PART II.-IMPoSITION OF TAx.

Additional tax on SEC. 301. (a) That in lieu of the tax imposed by Title II of the
corsation net in Revenue Act of 1917, but in addition to the other taxes imposed by

Ante, 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.

Not in excess of 20 30 per centum of the amount of the net income in excess of the
per cent of capta excess-profits credit (determined under section 312) and not in excess

of 20 per centum of the invested capital;

SECOND BRACKET.

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.

For 1919, and there-
after.

Exception.

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.

(b) For the taxable year 1919 and each taxable year thereafter
there shall be levied, collected, and paid upon the net income of
every corporation (except corporations taxable under subdivision (c)
of this section) a tax equal to the sum of the following:

FIRST BRACKET.

e-o in exaess of 20 c 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.

40 per centum of the amount of the net income in excess of 20 per
centum of the invested capital.

Tax.

In excess thereof.

In excess thereof.
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(c) For the taxable year 1919 and each taxable year thereafter there W.sADzxCsZao-
shall be levied, collected, and paid upon the net income of every cor- From Government
poration which derives in such year a net income of more than ntract during the
$10,000 from any 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- Computation for
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 For'919,d aftr.
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- taDebin, du of
table to such Government contract or contracts, the proper appor- contracts.
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 determined under rules
and regulations prescribed by the Commissioner with the approval
of the Secretary. .

(d) In any case where the full amount of the excess-profits credit DedLu-
is not allowed under the first bracket of subdivision (a) or (b), by
reason of the fact that such credit is in excess of 20 per centum of the
invested capital, the part 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 si 'roeda
"An Act to provide for the operation of transportation systems Re-ne cta 11.
while under Federal control, for the just compensation of their A p'41.
owners, and for other purposes," the tax imposed by this title shall Amt, p. an
be treated as levied by an Act in amendment o Title It of the Revenue
Act of 1917.

SEC. 302. That the tax imposed by subdivision (a) of section 301 I"tationS for 1I9
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 For 1919,nd after.
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 per centum
of the amount of the net income in excess of $20,000; and the above Govwrment c
limitations shall apply to the taxes computed under subdivisions t
(a) and (b) of section 301, respectively, when used in subdivision (c)
of that section. Nothing in this section shall be construed in such ,xO inese uthor-
manner as to increase the tax imposed by section 301.

SEC. 303. That if part of the net income of a corporation is derived partm id t^a l
. pat of income from

(1) from a trade orbusiness (or a branch of a trade or business) in personal service or-
which the employment of capital is necessary, and (2) a part (consti- paa

iu
n .

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 (allowing 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 irst part: Provided, That the tax upon such second part Promim.
shall i 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-PT 1 69
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WAR AN EXCESSPBOF- tion, would constitute less than 20 per centum of such entire net
IS TA. 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 m section 302.

Exempted corpora- SEC. 304. (a) That the corporations enumerated in section 231
t i nt, p. 107. shall, to the extent that they are exempt from income tax under

Title II, be exempt from taxation under this title.
Exemption of $3,000. (b) Any corporation whose net income for the taxable year is less

than $3,000 shall be exempt from taxation under this title.
Income from gold (c) In the case of any corporation engaged in the mining of gold, the

mining exempt 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.

For less than a year. 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. PART III.--CREDITS.

Prewar period de- SEC. 310. That as used in this title the term "prewar period"
fned.

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

3,ooo xempti. (1) A specific exemption of $3,000; and
Ten per ,ent of-

fer dcenbeteno di- (2) An amount equal to the average net income of the corporation
comar and xaPea 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 twelve months.

Further,ifnoprewar (b) If the corporation had no net income for the prewar period, or
income, etc. 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:

*3,0oo. (1) A specific exemption of $3,000; and
Ten pr cent of n- (2) An amount equal to 10 per centum of the invested capital for

ted apital the taxable year.
No prear existence. (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:

3000. (1) A specific exemption of $3,000; and
ime perentage as (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 period, 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
than 10 per centum of the invested capital of the taxpayer for the

Determinati by taxable year. Such average percentage shall be determined by the
Commissioner on the basis of data contained in returns made under

"ntip.. 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

ter aerage not de- determined and published at least 30 days 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- wASRAMXCDIS PRO

centage when determined shall be used for the purposes of section
250 in determining the correct amount of the tax.

(d) The war-profits credit shall be determined in the manner by one haing prewar
provided in subdivision (b) instead of in the manner provided in existence
subdivision (c), in the ease 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, orif (2) 50 per centum or mf gwrOtGdove-
more of its gross income (as computed under section 233 for income ment or war conts.
tax purposes) consists of gains, profits, tbmnisibns, or other income,
derived from a government contract or contracts made between
April 6, 1917, and November 11, 1918, both datesinclusive.

(e) A foreign corporation shall not be entitled to a specific exemp- foreign copaion.
tion of $3,000.

SEC. 312. That the excessprofits credit shal eiosist of a specific x t

exemption of $3,000 plus an amount equal to 8 per centum of the
invested capital for the taxable year. F reine s.

A foreign corporation shall not be entitled to the specfic exemp-
tion of $3,000. Neto

PAT IV.-Nrr INCOME. Net ince

SEC. 320. (a) That for the purpose of this title the net income of a Asinent

corporation shall be ascertained and returned- B :
1) For the calendar years 1911 and 1912 upon the same basis riN

and in the same manner as provided in section 38 of the Act entitled VO- 36 p- a11
"An Act to provide revenue, equalize duties, and encourage the
industries of te United States, and;for other purposes," approved l e
August 5, 1909, except that taxes imposed by such section and paid
by the corporation within the year shall be included; For 19

(2) For the calendar year 1913 upon thesame bass andinthesame Vol. 3 p. m17
manner as provided in Section II 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 Dedueti
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 imposed 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 Tb r.
manner as provided for income tax purposes in Title II of this Act. A> ,

(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.

Invested capital.
PART V.-INVExTED CAPIrAL.

Items inclded.
SEC. 325. (a) That as used in this title-
The term "intangible property" means patents, copyrights, erty-."n pr

secret processes and formule, good will, trade-marks, trade-brands,
franchises, and other like property;

The term "tangible property means stocks, bonds, notes and Tbepopt.
other evidences ofindebtedness, bills and accounts receivable, lease-
holds, and other property other than intangible property; Bnd ata

The term "borrowed capital" means money or other property
borrowed, whether represented by bonds, notes, open accounts, or
otherwise;
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WAR AD EXCESSPROF- The term "inadmissible assets" means stocks, bonds, and other
"Inadrssible as- obligations (other than obligations of the United States), the divi-sets."
Sources excluded, dends or interest from which is not included in computing net income,

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 net income because of the limitation on the deduction
of interest under paragraph (2) of subdivision (a) of section 234, a
corresponding part of the capital invested in such assets shall not be

Admissibe asts deemed to be inadmissible assets;
A ibleasea The term "admissible assets" means all assets other than inad-

missible assets, valued in accordance with the provisions of subdi-
vision (a) of section 326, section 330, and section 331.

no par, etc. (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 nominal value or having
no par value, be deemed to be the 'fair market value as of the date or

Invested capital c dates of issue of such stock or shares.
strued. 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);

vash p tadin. (1) Actual cash bona fide paid in for stock or shares;
ble property. (2) Actual cash value of tangible property, other than cash,

Libtation ona 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-
gible property at the time paid in is shown to the satisfaction of the
Commissioner to have been clearly and substantially in excess of such

Pro to . par value, in which case such excess shall be treated as paid-in surplus:
where included in e- Provided, That the Commissioner shall keep a record of all cases in
essef stock issued which tangible property is included in invested capital at a value in

excess of the stook or shares issued therefor, containing the name
and address of each taxpayer, the business in which engaged, the
amount of invested capital and net income shown by the return,
the value of the tangible property at the time paid in, the par value

Copy, etc., to Con- of the stock or shares specifically issued therefor, and the amount
gres. '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

Antc, pl. at. section 257;
videdprof its dl- (3) Paid-in or earned surplus and undivided profits; not including

surplus and undivided profits earned during the year;
pItangibltroperty (4) Intangible property bona fide paid in for stock or shares priorpaid for stock before

March3,1917. 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

After March 3, 1917. stock or shares issued therefor, or (c) in the aggregate 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 (c) in the aggregate 25 per centum
of the par value of the total stock or shares of the corporation out-

Pror o. standing at the beginning of the taxable year, whichever is lowest:
Maximl Provided, That in no case shall the total amount included under

paragraphs (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 at the beginning of the taxable year; but
included. (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 ws crx sso-
a percentage thereof equal to the percentage which the amount of ercente inad-
inadmissible assets is of the amount of admissible and inadmissible dmedted asets
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 p t et ed
making a 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 capital.

The average invested capital for the prewar periodshall be deter- For prewrperiod.
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
average invested capital for such years,

SEC. 327. That in the following cases the tax shall be determined as fretoavege osi t
provided in section 328: business.

(a) Where the Commissioner is unable to determine the invested derteed.pita not
capital as provided in section 326; . . .

(b) In the case of a foreign corporation; Foreigncorratons.
(c) Where a mixed aggregate of tangible property and iataible SSeay bl stock

property has been paid in for stock or for stock and bonds and the
Commissioner 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,
respectively;

(d) Where upon application by the corporation the Commissioner Up_ _UXt to
finds and so declares of record that the tax if determined without abimaiconditions
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 gross disproportion between
the tax computed without benefit of this section and the tax com-
puted by reference to the representative, corporations specified in
section 328. This subdivision shall not apply to any case (1) in Ecepts
which the tax (computed without benefit of this section) is high norh capitg
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 Ps aoets t war
year (computed under section 233 of Title II) consists of gains, profits,
commissions, or other income, derived on a cost-plus basis from a
Government contract or contracts made between April 6, 1917, and
November 11, 1918, both dates inclusive.

SEC. 328. (a) In the cases specified in section 327 the tax shall be Tax determined by
the amount which bears the same ratio to the net income of the e wiara busiess
taxpayer (in excess of the specific exemption of $3,000) for the
taxable year, as the average tax of representative corporations
engaged in 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 the tax shall be computed Foreign corportona
without deducting the specific exemption of $3,000 either for the
taxpayer or the representative corporations.

In computing 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, as nearly as may be, similarly circumstanced with
respect to 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.

(b) For the purposes of subdivision (a) the ratios between the ,eg,,i e for de
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.
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WSR^ArEXCESSRO- In cases in which the tax is to be computed under this section, if
Computation if tax the tax as computed without the benefit of this section is less than 50
leotha income. per centum of the net income of the taxpayer, the installments shall

Ifmore. 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

Deterinationcor-tax equal to 50 per centum of the net income. In any case, the
rect amont. actual ratio when ascertained shall be used in determining the cor-

Subsequent p a y- rect 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 ½ of 1
per centum per month on such excess from the time the installment
was due.

secordofdetemined (c) The Commissioner shall keep a record 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

nomation to Con- return, and the amount of invested capital as determined under such
gre. subdivision. The Commissioner shall furnish a copy of such record

and other detailed information with respect to such cases when re-
quired by resolution of either House of Congress, without regard to

Ante, p. 108. the restrictions contained in section 257.

Reorganizations. PAT VI.-REORGANIZATIONS.

deemed connnuance ni SEC. 330. That in the case of the reorganization, consolidation, or
psam nes 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 such trade or business
shall be deemed to have been the net income and invested capital of

Income of par such corporation.
partnership r i- If such predecessor trade or business was carried on by a partner-

iUalbusms ship or individual the net income for the prewar period shall under
regulations prescribed by the Commissioner with the approval 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 in

Dedons aowed. Title II, including a reasonable deduction for salary or compensation
to each partner or the individual for personal services actually ren-

ga beore dered.
July I, tliif abe pre, In the case of the organization as a corporation before July 1, 1919,
may be taxed as of any trade or business in which capital is a material income-pro-
portion fom January ducing factor and which was previously owned by a partnership or

,191individual, 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 II and III; in which event the net income
and invested capital of such trade or business shall be computed as

ndirtributed e- if such corporation had been in existence on and after January 1,
ins 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, and all the provisions of Titles II and III relating to

pro com- corporations shall so far as practicable apply to such trade or business:
ception. Provided, That this paragraph shall not apply to any trade or business
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the net income of which for the taxable year 1918 was less than 20 WAADszxcEssrPoy-
per centum of its invested capital for such year: Provided further, TA

That any taxpayer who takes advantage of this paragraph shall pay Coporapon special
the tax imposed by section 1000 of this Act and by the first sub- Pos , p.
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.

If any asset of the trade or business in existence both during the nassetsnotindnded
taxable year and any prewar year is included in the invested capital i"n Pr*W" P'
for the taxable year but is not included in the invested capital 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-thoRdt" mentS 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 basis employed in de-
termining the invested capital for the taxable year.

SEC. 331. In the case of the reorganization, consolidation, or alation assets
change of ownership of a trade or business, or change of ownership 3,1917. "
of property, after March 3, 1917, if an interest or control in such trade
or business or property of 50 per centum or more remains in the same
persons, or any of them, then no asset transferred or received from the
previous owner shall, for the purpose of determining invested capital,
be 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 Promo.
if such previous owner was not a corporation, then the value of any a poSSo"on
asset so transferred or received shall be taken at its cost of acquisi-
tion (at the date when acquired by such previous owner) with proper
allowance for depreciation, impairment, betterment or development,
but no addition to the original cost shall be made for any charge 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. Mislaeous.

SEC: 335. (a) That if a corporation (other than a personal service Tad for fiscaI yer
corporation) makes return for a fiscal year beginning in 1917 and g 1918
ending in 1918, the tax for the first taxable year under this title shall
be the sum of: (1) the same proportion of a tax for the entire period 'o""'ons" om-
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 proportion 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
calendar year 1918 is of the entire period. Any amount heretofore taxCesda for' mer
or hereafter paid on account of the tax imposed for such fiscal year
by Title II 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 Refund, etc, 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 iFs1919.yt 6 'rendi
and ending in 1919, the tax for such fiscal year under this title shall Proporios
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 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 subdivision (b) or (c) of section 301 which the por-
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WAAND EXCESSPROF- tion of such period falling within the calendar year 1919 is of the
ITS TAX. entire period.

Partnership or per-
sona servi corpra- (c) If a partnership or a personal service corporation makes return
non foriscal year nd- for a fiscal year beginning in 1917 and ending in 1918, it shall pay the
ingin 1918.

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.

Refund fter x a for Any tax paid by a partnership or personal service corporation for
1d after.anu anr y period beginning on or after January 1, 1918, shall be immediately

refunded to the partnership or corporation as a tax erroneously or
illegally collected.

etureuired SEC. 336. That every corporation, not exempt under section 304,
shall make a return for the purposes of this title. Such returns shall

Payment of tax. be made, and the taxes imposed by this title shall be paid, at the same
t 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.

ines, oil wells, etc. SEC. 337. That in the case of a bona fide sale of mines, oil or gas
Maxium of tax on

sa if dicovered wells, or any interest therein, where the principal value of the property
bysale, etc. a3orepodiscoverer w , r
bytaxpayer. 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.ESATE TAX.

Construction ofterms.
"Executor."

"Collector."

Tax on transfers of
estates of decedents
hereafter.

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

Rates

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
collector of internal revenue of such district as may be designated
bv the Commissioner.

SEC. 401. That (in lieu of the tax imposed by Title II of the
Revenue Act of 1916, as amended, and in lieu of the tax imposed
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 ETA¶r TAX.

$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 II of the Revenue Act etaP d da

of 1916 (as amended by the Aot entitled "An Act to provide increased sce. p
revenue to defray the expenses of the increased appropriations for Anu.p.sm.
the Army and Navy and the extensions of fortifications, and for other
purposes," approved 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 lRefud d previos

received or disease contracted while in such service, and any such
tax collected upon such transfer shall be refunded to the executor.

SEC. 402. That the value of the gross estate of the decedent shall ropertyinuded.
be determined by including the value at the time of his death of all
property, real or personal, tangible or intangible, wherever situated-

(a) To the extent of the interest therein of the decedent at the be toi
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, intD . o tS
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;

(c) To the extent of any interest therein of which the decedent ipo, oe , i ant.d-

has at any time made a transfer, or with respect to which he has at
any time created a 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 consideration in Pro tnrs with-

money or money's worth. Any transfer of a material part of his in two years included.

property in the nature of a final disposition or distribution thereof,
made by the decedent within two years prior to his death without
such a consideration, shall, unless shown to the contrary, be deemed
to have been made in contemplation of death within the meaning of
this title;

(d) To the extent of the interest therein held jointly or as tenants Extnt ofointinter-

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; roperty nder en-

(e) To the extent of any property passing under a general power era of app nr

of appointment exercised by the decedent (1) by will, or (2) by deed
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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eSTATE TAX. (f) To the extent of the amount receivable by the executor as
ance polcies. insurance under policies taken out by the decedent upon his own life;
rxcess of benefia- and 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
Deductions gross estate-
Funeral, administra- (1) Such amounts for funeral expenses, administration expenses,

,etc., exeses 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

Exceptn 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;

estate 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 receivedby the decedent as a share in the estate
of any person who died within five years prior to the death of the

AmU, p. 324. 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 the decedent's gross estate;

BcritB ets, estc. (3) The amount of all bequests,legacies, devises, or gifts, to orfor 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 corporation 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 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,

Pror applcation. literary, or educational purposes. This deduction shall be made in
case of the estates of all decedents who have died since December 31,

LO,000exemption. 1917; and
Nonresidets, from (4) An exemption of $50,000;

roperty in United (b) In the case of a nonresident, by deducting from the value of
ates. that part of his gross estate which at the time of his death is situated

proorndm in the United States-
istrations, etc.,ex (1) That proportion of the deductions specified in paragraph (1)
penses. of subdivision (a) 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
of that part of his gross estate which at the time of his death is

Value of estate tax . *
paid property. situated in 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

Ante, p. 3. 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
gross estate which at the time of his death is situated in the United
States; and
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(3) The amount of all bequests, legacies, devises, or gifts, to or iStAT ,cA-.
for the use of the United States, any State, Territory, any political itable,ete.,useswithin
subdivision thereof, or the District of Columbia, for exclusively United tates-
public purposes, or to or for the use of any domestic corporation
organized and operated exclusively for religious, charitable, scientific,
literary, or educational purposes, icluding 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 ri or application

of all decedents who have died since December 31, 1917; and
No deduction shall be allowed in the ease of a nonresident unless R t " Lsrequ"d

the executor includes in the return required to be filed under section
404 the value sat the time of his death of that part of the gross estate
of the nonresident not situated in the United States.

For the purpose of this title stock in a domestic corporation owned wPthinPte unidte
and held by a nonresident decedent, and the amount receivable as states
insurance upon the life of a nonresident decedent where the insurer is
a domestic corporation, shall be deemed property within the United
States, and any property of which the decednt has made a transfer
or with respect to which he has created 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. Red a

In the case of any estate in respect to which the tax under existing gins, etc.
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 tNotic of ,oich
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 cotentb
as may be required by regulations made pursuant to law, file with the
collector a return under oath in duplicate, setting forth (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 he 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 if etutt exceeds
death of the decedent exceeds $50,000, and in the case of the estate of 5,000o, etc.

every nonresident any part of whose gross estate is situated in the
United States. If the executor is unable to make a complete return Partial retu

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 sessment otax.
part of the gross estate. The Commissioner shall make all assess-
ments of the tax under the authority of existing administrative special
and general provisions of law relating to the assessment and collection
of taxes. Returns a assess-

SEC. 405. That if no administration is granted upon the estate of a ment if nod a ista-

decedent, or if no return is filed as provided in section 404 or if a tionetc.
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 ofpayment.

SEC. 406. That the tax shall be due one year after the decedent's Etensio.
death; but in any case where the Commissioner finds that payment

1099
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ESTATE TAX. of the tax within one year after the decedent's death would impose
undue hardship upon 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

Interest if delayed. 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.

Payment. SEC. 407. That the executor shall pay the tax to the collector or
Partial, if i amunt 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 payment in full of the
tax, except as in this section otherwise provided. If the amount so
paid exceeds the amount of the tax as finally determined, the Com-

Refund ofexcess. 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

aymentdent. demand payment thereof. If such excess part of the tax is not paid
Interest, etc., if un- withinthirty days after such notification, interest shallbe added thereto

paid. 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

Duplicate receipts money or money's worth.
for payments. The collector shall grant to the person paying the tax duplicate

receipts, either of which 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-

Collection of unpaid counts.
taxes. SEC. 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

Use of roceeds if subject the property of the decedent to be sold under the judgment
property sold. 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.

from estatre if tax pid If the tax or any part thereof is paid by, or collected out of that
byotherthanexecutor. 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 being the purpose and
intent of this title that so far as is practicable and unless otherwise
directed by the will of the decedent the tax shall be paid out of the

From life insurance estate before its distribution. If any part of the gross estate con-
sists of proceeds of policies of insurance upon the life of the decedent
receivable by a beneficiary other than the executor, the executor shall
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.

rnaid tax a lien on SEC. 409. That unless the tax is sooner paid in full, it shall be a
grossestte lien for ten years upon the gross estate of the decedent, except that

such part of the gross estate as is used for the payment of charges

1100
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against the estate and expenses of its administration, allowed by any ESTAT
E T

AX.
court having jurisdiction thereof, shall be divested of such lien. If Rease on payment,
the Commissioner is satisfied that the tax liability of an estate hasbeen 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 Lien on transers n
respect to, any property in contemplation of or intended' to take anticipation of deat h

effect in possession or enjoyment at or after his death (except inthe case of a bona fide sale for a fair consideration in money or
money's worth) or (b) if insurance passesunder a contract executed
by the decedent in favor of a specific beneficiary, and if in either casethe tax in respect thereto is not paid when due then the transferee
trustee, or beneficiary shall be personally liable for such tax, and
such property, to the extent of the decedent's interest therein at thetime of such transfer, or to the extent of such beneficiary's interest
under such contract of insurance, shall be subject to a like lien equalto the amount of such tax. Any part of such property sold by such Tnocen.t purhtransferee or trustee to a bona fide purchaser for a fair consideration forV rcpted.
in money or money's worth shall be divested of the lien anda likelien shall then attach to all the property of such transferee 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 Paniahment orfalseany notice or return required to be filed under this title shall be liable returnetc.
to a penalty of not exceeding $5,000, or imprisonment not exceeding
one year, or both.

Whoever fails to comply with any duty imposed upon him by sec- nPelty for makintion 404, or, having inhis possession or control any record, file, or inormaiet.
paper, containing or supposed to contain any information concerning
the estate of the decedent, or, having in his possession or control any
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 of 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 nrsmIW^Tno. TAX.

FACILITIES, AND ON INSURANCE.

SEC. 500. That from and after April 1, 1919, there shall be levied, L ovied after April 1,
assessed, collected, and paid, in lieu of the taxes imposed by section Ant, p.314.500 of the Revenue Act of 1917-

(a) A tax equivalent to 3 per centum of the amount paid for the freghrsate, etc.,
transportation on or after such date, by rail or water or by any form
of mechanical motor power when in competition with carriers by railor water, of property by freight transported from one point in theUnited States to another; and a like tax on the amount paid for suchtransportation within the United States of property transported froma 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 Expreeshipments.
amount paid to any person for the transportation on or after such date,by rail or water or by any form of mechanical motor power whenin competition with express by rail or water, of any package, parcel,
or shipment, by express, transported from one point in the UnitedStates to another; and a like tax on the amount paid for such trans-
portation within the United States of property transported from apoint without the United States to a poit within the United States;
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TaNSPORTATT TAX.e (c) 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 fQr commutation or season
tickets for trips less than thirty miles, or for transportation the fare

Prrf cometin for which does not exceed 42 cents: Provided, That where such waterLimit if competing
with foreign water transportation lines are in competition between American ports with
lines. foreign water transportation lines from adjacent foreign ports, 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);

Oilbypipelines. (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;

Telegraph, tele- (f) In the case of each telegraph, telephone, cable, or radio, dis-
phone, etc.,messages 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:

oimto. 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 ervice. (g) 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.

tiO, e., excep- 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 conduct, 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-
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

Payment by user. regulation prescribe.
SEC. 501. (a) That the taxes imposed by section 500 shall be

coeo r m paid by the person paying for the services or facilities rendered.
age book bought be- (b) If a mileage book used for transportation or accommodation
forovem ber 1, 1917, was purchased before November 1, 1917, or if cash fare is paid, the

tax imposed 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 presented for 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

coPria used ticket 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.

include for h r  (c) The taxes imposed by section 500 shall apply to all services
or facilities specified in such section when rendered for hire, whether
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or not the agency rendering them is a common carrier. In case a ,TmaOBa TAx.
Commcdities ownedcarrier (other than a pipe line) principally engaged in rendering bycarrier.

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 payment 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) d en tal

the principal business of which is to transport goods belongng 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
actually rendered by it for hire. Nothing in this or the precedi big es of arrier, etc.
section shall be construed as imposing a tax (1) upon the transporta-
tion of any commodity which is necessary for the use of the crrier
in the conduct of its business as such and is intended 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
system.

(d) The tax imposed by subdivision (e) of section 500 shall apply oubypipe-
to all transportation of oil by pipe line. In case no charge for trans- as 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
person received payment for such transportation, and if the tax can
not be computed from actual bona fide rats 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 tariffs exist, on the basis of a reasonable charge for such
transportation, as determined by the Commissioner. Colectious returns

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 rier'
such section from the person making such 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 (c) or (d) of
section 501 to the collector of the district in which the principal
office or place of business is located. Freht end expre

No carrier collecting the taxes imposed by subdivision (a) or (b) of trturnas
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 re

Any person making a refund of any payment upon which tax is fromrecipts.
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.

Contents f returns.The returns required under this section shall contain such infor-
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. Paymnt tax.

The tax shall, without assessment by the Commissioner or notice
from the collector, be due and payable to the collector at the time so Penaty ta if de-
fixed for filing the return. If the tax is not paid when due, there 'emd-
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.
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INSUBANCE TAX. INSURANCE.

isseed after pliA SEC. 503. That from and after April 1, 1919, there shall be levied,
1919. 35 assessed, collected, and paid, in lieu of the taxes imposed by section

nte,. . 504 of the Revenue Act of 1917, the following taxes on the issuance
Post, p. 1138 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:

Life. (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

rovsoPeekly or under any policy of insurance, or other instrument, by whatever name
monthly payments. the same is caled: 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

eGroplo isnce of case may be: Provided further, That on policies of grou p 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

Combination life amount of the insurance under such policy: And provided further,
health, and accident That on all policies covering life, health, and accident insurance com-
policies. 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-

Marine, inld, and mium, as the case may be;
are. (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

casualty. 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
Exceptions. of insurance or obligation of the nature of indemnity for loss, damage,
Post, p. 1135. or liability (except bonds 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, tornado, plate glass, steam boiler, elevator,
burglary, automatic sprinkler, automobile, or other branch of in-

PrWoio. surance (except life insurance, and insurance described and taxed in
IcdIStial, etc

., pd- the preceding subdivision): Provided, That in case of policies of insur-
ance issued 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

Exemptions. case may be;
Ante, p.. 10. (d) Policies issued by any corporation enumerated in section 231,

and policies of reinsurance, shall be exempt from the taxes imposed
Returns by insurers. by this section.

SEC. 504. That every person issuing policies of insurance upon the
issuance 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

Contents. the district in which the principal office or place of business of such
person is located. Such returns shall contain such information and
be made at such times and in such manner as the Commissioner,

Payment, etc. with the approval 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 payable to the collector at the time so I CE TAX.

fixed for filing the return. If the tax is not paid when due, there Penaityforure
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. TAX ON BEEGES.

SEC. 600. (a) That there shall be levied and collected on all evedS i'bondt
distilled spirits now in bond or that have been or that may be here- producedor Impor

after produced in or imported into the United States, except such ameded'325''6
distilled spirits as are subject to the tax provided in section 604, in An"k p 308

lieu of the internal-revenue taxes now imposed thereon by law, a tax
of $2.20 (or, if withdrawn for beverage purposes or for use in the For beveraes
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 proportionate tax at a like rate on all fractional
parts of such proof or wine gallon, to be paid by the distiller or
importer when withdrawn, and collected under the provisions of
existing law.

(b) That the tax imposed by subdivision (a) on distilled spiritg isnot<fbSedur-
intended for beverage purposes shall not be due or payable on such
spirits while stored in any distillery, bonded warehouse, or special or
general bonded warehouse, and which, pursuant to any Act of Con-
gress or proclamation of the President of the United States, can not
be lawfully sold or removed from any such warehouse during the
period of prohibition fixed by such Act or proclamation; and all ware- aesnt bod tobe
housing bonds or transportation and warehousing bonds conditioned
for the payment of tax on any h utchspirits so stored on the date such
prohibition takes effect shallas to'all: sieh spirits actually so stored

e cancele ad anddisehaed, rided the disfllrtof such spirits shall Nw bd for pres
in lieu of such bonds and prior to their canielation execute a bond in ervat'oneu
a penal 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 hRetention In ,ware
distiller may, subject to the provisions of this section, be permitted diiller'sbond.
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, P"o
as to all spirits as to which the bonded period fixed by law has not moral of prohibition.

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 cabesti l

a w
s app

ll-
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, onL^Sawall
after the period of prohibition has ended, and under the conditions voL.2sp. 5s.
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 leakage
or other unavoidable cause, not exceeding one proof gallon as to pack-

112460 -VOL 40-P 1 -70
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TAX ON BEVERAGES. ages 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.

Imported liquors Under regulations prescribed by the Secretary, any imported dis-
may remain in ware- . . . .
house durig prohibi- tilled spirits, wines or other liquors which may be in any customs
ti on. 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. S., sec. 2971, p. provided in section 2971 of the Revised Statutes, during such period
573. of prohibition; and may be exported at any time during such ex-

Exportllhowledp 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.

on impored per- (c) In lieu of the internal-revenue tax now imposed thereon by
its. cO- law 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

Collectionatcustom- 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.

Importing spirits SEC. 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 irgin Islands (unless produced from products thegrowth
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.

For oter than bev- Under such rules, regulations, and bonds as the Secretary may pre-
eraes allowd. 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 a
beverage.

lin rpackages at SEC. 602. That at registered distilleries producing alcohol, or
Ante, p. M. other high-proof spirits, packages may be filled 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.

Transfers by pie Such spirits may be also transferred from the receiving cisterns at
warehouses, etc. such distilleries, by means of pipe lines, direct to storage tanks in

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
tanks in such warehouses or in the tanks in which they were trans-

Forexport,etc. ferred. Such spirits may also be transferred from receiving cisterns
or warehouse storage tanks to barrels, drums, tanks, tank cars, or

egulations to 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 kept 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, f
any, to be used; and the time and manner of paying the tax; the

fore tmo-l. t b
a kind of bond and the penal sum of same. The tax prescribed by

.1106
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law must be paid before such spirits are removed from the distillery TAX ON BVERAGEa
premises, or from general bonded warehouse in the case of spirits
transferred thereto, except as otherwise provided by law.

Under such regulations as the Commissioner, with the approval of Withdrawals with-
the Secretary, may prescribe, distilled spirits may hereafter be out wouse ams.
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 thanh veages e
of the Secretary, may prescribe, the manufacture, warehousing, ptned 

t
from time r

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- R. Se. 3283, p.63

provisions of section 3283 of the Revised Statutes.

Revised Statutes, and Acts amendatory thereof, respecting the vot9, p.787.
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 m section Pr o
3260 of the Revised Statutes shall, in the cases herein provided, s., sec. 32o, p.629.
be in such sum and contain such further conditions as the Commis-
sioner may require. thyl ah

SE. 603. That under such regulations as the Commissioner, Rteoval free ofrtax
with the approval of the Secretary, may prescribe, ethyl alcohol of ft uring , Pls k

not less than 180 degrees proof, produced 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. 38, p. 199.
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 te German Governmentins 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 prescribed by the Iiakageallowance.

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.

SEC. 604. That upon all distilled spirits produced in or imported stock n h°and, f or
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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TAX ON BEVERAGES. SEC. 605. That in addition to the tax imposed by this Act on
Addtiionaltaxlevied distilled spirits and wines, there shall be levied, assessed, collected,
Ante, 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. .,sec.3244, p.623. i a rectifier within the meaning of section 3244 of the Revised
proviso. Statutes, as amended: Provided, That this tax shall not apply to
Ginexcepted. gin produced by the redistillation of a pure spirit over juniper berries

and other aromatics.
Floortaxforstockon Upon all such articles heretofore produced, and which on the day

hand. 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

Spirits included, like rate on all fractional parts of each proof gallon; and all such
distilled spirits so held and not contained 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
regarded as rectified spirits.

afte rectifong un - When the process of rectification is completed and the taxes
ful. prescribed by this section have been paid, it shall 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;

Reuse permitted. nothing herein contained shall, however, prevent a rectifier from
using again in the process of rectification spirits already rectified
and upon which the taxes have theretofore been paid.

q pautc.d cordials, 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 pemitted. 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
substance than pure water and if not reduced below ninety proof:

Wisky restriction. Provided, 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

Unifom r iothe Secretary, may prescribe.
to governuseetc. 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 and rectified spirits, and no discrimination what-
soever shall be made by reason of a difference in the character of the
material from which same may have been produced.

Rulesfor"businessof. The 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 vi- approval of the Secretary.
lations Whoever violates any of the provisions of this section shall be

deemed to be guilty of a misdemeanor and, upon conviction, shall
be fined not more than $1,000 or imprisoned not more than two

Pe"nty tax. 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 given.
restricted. SEC. 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- T ON BVE.AES

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 Desnated.
rewarehouse, general bonded warehouse, general bonded retransfer,
transfer brandy, export tobacco, export cigars, export oleomargarine,
and export fermented-liquor stamps tas et

SEC. 607. That the Commissioner, with the approval of the Secre- to be esabished.
tary, is hereby authorized to require at distilleries, breweries, rectify-
ing houses, and wherever else in is judgment such action may be
deemed advisable, the installation of meters, tanks, pipes, or any
other apparatus for the purpose of protecting the revenue, and such Epen
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 refusing or neglecting to install such noBin refused for
apparatus when so required by the Commissioner shall not be per-
mitted to conduct business on such premises.

SEC. 608. That there shall be levied and collected on all beer, lager TFnimnp qur'
beer, ale, porter, and other similar fermented liquor, containing one- aended 

3339, p.
half of one per centum, or more, of alcohol, brewed or manufactured iAte, p. 31i.

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- on"a'm.-
visions of existing law.

SEC. 609. That from and after the passage of this Act taxable fer- er to e dsal at
mented liquors may be conveyed without payment of tax from the tiue a without ta
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 ses.
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 is to be used in
making beverages, may be manipulated by cooling, flavoring, car-
bonating, settling, and filtering on the distillery premises or else-
where.

The removal of the taxable fermented liquor from the brewery to metin to b

the distillery and the operation of the distilery 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. Naturalwine.

SEC. 610. That natural wine within the meaning of this Act shall roldct defined.
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 Prorio,.
of clarifying and aging: Provied, however, That the product made Addition of water

from the jmce of sound, ripe grapes by complete fermentation of the adaspermitd
must under 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 Designations al-
the volume of the resultant product more than 35 per centum, and lowed-

the resultant product does not contain less than five parts per thou-
sand of acid before fermentation and not more than 13 per centum
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TAX ON BEVERAGES. of alcohol 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 of the locality where produced,
and may be further qualified by the name of its own particular type

Sweet wineldefined. or variety: And providedfurther, That wine as definedin 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.

Taxonstillwines. 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.

t, . 783. 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. wines containing not more than 14 per centum of absolute
alcohol, 16 cents per wine gallon, 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 centum of absolute alcohol, 40 cents per wine gallon;

On wines containing more than 21 per centum and not exceeding
24 per centum of absolute alcohol, $1 per wine gallon;

lHighe sptriength All such wines containing more than 24 per centum of absolute
alcohol by volume shall be classed as distilled spirits and shall pay
tax accordinly.

drawnbyanyprodut SEC. 612. That under such regulations and official supervision and
tor fortifyingwines, upon 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 defined under the provisions of this
title, may withdraw from any fruit distillery or special bonded
warehouse grape brandy, or wine spirits, for the fortification of such

Tax viedon. wines on the premises 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

otxexemption. thereof: Provided further, That nothing contained in this section
shall be construed as exempting any wines, cordials, liqueurs, or
similar compounds from the payment of any tax provided for in this
title.Tax on sparkling title.

wianes,et c.
p g SEC. 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:

Champagne,e On each bottle or other container of champagne or sparkling wine,
12 cents on each one-half pint or fraction thereof;

atedrtl car bn- On each bottle or other container of artificially carbonated wine,
6 cents on each one-half pint or fraction thereof;

filqueu, etd., ortei- 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
or fraction thereof.

Vol. 3, p.t t.a  The tax imposed by this section shall, in the case of any article upon
which a corresponding internal-revenue tax is now imposed by law, be
in lieu of such tax.
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SEC. 614. That upon all articles specified in section 611 or 613 TAX ON BxoEttAG
upon which the internal-revenue tax now imposed by law has been stoc on hand.
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 irits 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
per proof gallon upon the grape brandy or wine spirits used in the
ortification of such wine.

SEC. 616. That the taxes imposed by section 611 or 613 shall be onstamptobeaStxe
paid by stamp on removal of the wines from the customhouse, 'oti , s. o
winery, or other bonded place of storage for consumption or sale, 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 premises described in such notice shall, for
the purpose of this Act, be regarded as bonded premises. But the ESa'l;era,

provisions of this section, except as to payment of tax and the R. ., sec.34 p63

affixing of the required stamps or labels, shall not apply to wines held
by retail dealers, as defined m section 3244 of the Revised Statutes,
nor, subject to regulations prescribed by the Commissioner, with the wines oramily use
approval of the Secretary, shall the tax nnposed by section 611 apply eOXmp

t

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.

SEC. 617. That sections 42, 43, and 45 of the Act entitled "An Act Fortifyingpuresweet
to reduce the revenue and equalize duties on imports, and for other vol. 2 pp. 621-3.

purposes," approved October 1, 1890, as amended by section 68 of V .l1 2, p.568; Vol.

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:

"SEC. 42. That any producer of pure sweet wines may use in the swUs'piritsbyp1re
sweet wine prolucer.

preparation of such sweet wines, under such regulations and after the vol.9, p. 784.
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 Alle fOorspirits

Revenue, in determining the liability of any distiller of wine spirits
to assessment under section 3309 of the Revised Statutes, is author- Rs.,sec.3309,p.61.
ized to allow such distiller credit in his computations for the wine
spirits withdrawn to be used in fortifying sweet wines under this Act.

"SEC. 43. That the wine spirits mentioned in section 42 is the winespirits defined

product resulting from the distillation of fermented grape juice, to V 1o.39P. 785.

which water may have been added prior to, during, or after fermen-
tation, for the sole purpose of facilitating the fermentation and
economical distillation thereof, and shall be held to include the
product from grapes or their residues commonly known as grape
brandy, and shall include commercial grape brandy which may have Brandy included.

been colored with burnt sugar or caramel; and the pure sweet wine Pr sweet wn d-
which may be fortified with wine spirits under the provisions of this find.

Act is fermented or partially fermented grape juice only, with the
usual cellar treatment, and shall contain no other substance what-




