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place or places wherein such business is to be conducted. If at any-
time the Federal Reserve Board shall ascertain that the regulations 
prescribed by it are not being complied with, said board is hereby 
authorized and empowered to institute an investigation of the matter 
and to send for persons and papers, subpoena witnesses, and adminis-
ter oaths in order to satisfy itself as to the actual nature of the trans-
action's referred to. Should such investigation result in establishing 
the failure of the corporation in question, or of the national bank 
or banks which may be stockholders therein, to comply with the 
regulations laid down by the said Federal Reserve Board, such 
national banks may be required to dispose of stock holdings in the 
said corporation upon reasonable notice.

“Every such national banking association shall conduct the ac-
counts of each foreign branch independently of the accounts of other 
foreign branches established by it and of its home office, and shall 
at the end of each fiscal period transfer to its general ledger the 
profit or loss accrued at each branch as a separate item.

“Any director or other officer, agent, or employee of any mem-
ber bank may, with the approval of the Federal Reserve Board, be 
a director or other officer, agent, or employee of any such bank or 
oorporation above mentioned in the capital stock of which such 
member bank shall have invested as hereinbefore provided, without 
being subject to the provisions of section eight of the Act approved 
October fifteenth, nineteen hundred and fourteen, entitled ‘An Act 
to supplement existing laws against unlawful restraints and mo-
nopolies, and for other purposes.’ ”

Approved, September 7, 1916.

CHAP. 463.—An Act To increase the revenue, and for other purposes.

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

TITLE I.—INCOME TAX.

Part  I.—On  Individuals .

Sec . 1. (a) That there shall be levied, assessed, collected, and paid 
annually upon the entire net income received in the preceding calendar 
year from all sources by every individual, a citizen or resident of the 

; United States, a tax of two per centum upon such income; and a 
’ like tax shall be levied, assessed, collected, and paid annually upon 
the entire net income received in the preceding calendar year from 
all sources within the United States by every individual, a nonresident 
alien, including interest on bonds, notes, or other interest-bearing 
obligations of residents, corporate or otherwise.

(b) In addition to the income tax imposed by subdivision (a) of 
this section (herein referred to as the normal tax) there shall be levied, 
assessed, collected, and paid upon the total net income of every 
individual, or, in the case of a nonresident alien, the total net income 
received from all sources within the United States, an additional 
income tax (herein referred to as the additional tax) of one per 
centum per’ annum upon the amount by which such total net income 
exceeds $20,000 and does not exceed $40,000, two per centum per 
annum upon the amount by which such total net income exceeds 
$40,000 and does not exceed $60,000, three per centum per annum 
upon the amount by which such total net income exceeds $60,000 
and does not exceed $80,000, four per centum per annum upon the 
amount by which such total net income exceeds $80,000 and does
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not exceed $100,000, five per centum per annum upon the amount 
by which such total net income exceeds $100,000 and does not exceed 
$150,000, six per centum per annum upon the amount by which such 
total net income exceeds $150,000 and does not exceed $200,000, 
seven per centum per annum upon the amount by which such total 
net income exceeds $200,000 and does not exceed $250,000, eight per 
centum per annum upon the amount by which such total net income 
exceeds $250,000 and does not exceed $300,000, nine per centum per 
annum upon the amount by which such total net income exceeds 
$300,000 and does not exceed $500,000, ten per centum per annum 
upon the amount by which such total net income exceeds $500,000, 
and does not exceed $1,000,000, eleven per centum per annum upon 
the amount by which such total net income exceeds $1,000,000 and 
does not exceed $1,500,000, twelve per centum per annum upon the 
amount by which such total net income exceeds $1,500,000 and does 
not exceed $2,000,000, and thirteen per centum per annum upon the 
amount by which such total net income exceeds $2,000,000.

For the purpose of the additional tax there shall be included as 
income the income derived from dividends on the capital stock or 
from the net earnings of any corporation, joint-stock company or 
association, or insurance company, except that in the case of non-
resident aliens such income derived from sources without the United 
States shall not be included.

All the provisions of this title relating to the normal tax on indi-
viduals, so far as they are applicable and are not inconsistent with 
this subdivision and section three, shall apply to the imposition, levy, 
assessment, and collection of the additional tax imposed under this 
subdivision.

(c) The foregoing normal and additional tax rates shall apply to 
the entire net income, except as hereinafter provided, received by 
every taxable person in the calendar year nineteen hundred and 
sixteen and in each calendar year thereafter.

INCOME DEFINED.

Sec . 2. (a) That, subject only to such exemptions and deductions 
as are hereinafter allowed, the net income of a taxable person shall 
include gains, profits, and income derived from salaries, wages, or 
compensation for personal service of whatever kind and in whatever 
form paid, or from professions, vocations, businesses, trade, com-
merce, or sales, or dealings in property, whether real or personal, 
growing out of the ownership or use of or interest in real or personal 
property, also from interest, rent, dividends, securities, or the trans-
action of any business carried on for gain or profit, or gains or profits 
and income derived from any source whatever: Provided, That the 
term “dividends” as used in this title shall be held to mean any 
distribution made or ordered to be made by a corporation, joint-stock 
company, association, or insurance company, out of its eatnings or 
profits accrued since March first, nineteen hundred and thirteen, and 
payable to its shareholders, whether in cash or in stock of the cor-
poration, joint-stock company, association, or insurance company, 
which stock dividend shall be considered income, to the amount of 
its cash value.

(b) Income received by estates of deceased persons during the 
period of administration or settlement of the estate, shall be subject 
to the normal and additional tax and taxed to their estates, and 
also such income of estates or any kind of property held in trust, 
including such income accumulated in trust for the benefit of unborn 
or unascertained persons, or persons with contingent interests, and 
income held for future distribution under the terms of the will or 
trust shall be likewise taxed, the tax in each instance, except when
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the income is returned for the purpose of the tax by the beneficiary, 
to be assessed to the executor, administrator, or trustee, as the case 
may be: Provided, That where the income is to be distributed annually 
or regularly between existing heirs or legatees, or beneficiaries the 
rate of tax and method of computing the same shall be based in each 
case upon the amount of the individual share to be distributed.

Such trustees, executors, administrators, and other fiduciaries are 
hereby identified against the claims or demands of every beneficiary 
for all payments of taxes which they shall be required to make under 
the provisions of this title, and they shall have credit for the amount 
of such payments against the beneficiary or principal in any account-
ing which they make as such trustees or other fiduciaries.

(c) For the purpose of ascertaining the gain derived from the sale 
or other disposition of property, real, personal, or mixed, acquired 
before March first, nineteen hundred and thirteen, the fair market 
price or value of such property as of March first, nineteen hundred 
and thirteen, shall be the basis for determining the amount of such 
gain derived.

ADDITIONAL TAX INCLUDES UNDISTRIBUTED PROFITS.

Sec . 3. For the purpose of the additional tax, the taxable income 
of any individual shall include the share to which he would be en-
titled of the gains and profits, if divided or distributed, whether 
divided or distributed or not, of all corporations, joint-stock com-
panies or associations, or insurance companies, however created or 
organized, formed or fraudulently availed of for the purpose of pre-
venting the imposition of such tax through the medium of permitting 
such gains and profits to accumulate instead of being divided or 
distributed; and the fact that any such corporation, joint-stock 
company or association, or insurance company is a mere holding 
company, or that the gains and profits are permitted to accumulate 
beyond the reasonable needs of the business, shall be prima facie 
evidence of a fraudulent purpose to escape such tax; but the fact 
that the gains and profits are in any case permitted to accumulate 
and become surplus shall not be construed as evidence of a purpose 
to escape the said tax in such case unless the Secretary of the Treasury 
shall certify that in his opinion such accumulation is unreasonable 
for the purposes of the business. When requested by the Commissioner 
of Internal Revenue, or any district collector of internal revenue, such 
corporation, joint-stock company or association, or insurance com-
pany 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.

INCOME EXEMPT FROM LAW.

Sec . 4; The following income shall be exempt from the provisions 
of this title:

The proceeds of life insurance policies paid to individual benefici-
aries upon the death of the insured; the amount received by the 
insured, as a return of premium or premiums paid by him under life 
insurance, endowment, or annuity contracts, either during the term 
or at the maturity of the term mentioned in the contract or upon 
the surrender of the contract; the value of property acquired by gift, 
bequest, devise, or descent (but the income from such property shall 

- be included as income); interest upon the obligations of a State or any 
political subdivision thereof or upon the obligations of the United 
States or its possessions or securities issued under the provisions of 
the Federal farm loan Act of July seventeenth, nineteen hundred and 

’ sixteen; the compensation of the present President of the United
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States during the term for which he has been elected, and the judges 
of the Supreme and inferior courts of the United States now in office, 
and the compensation of all officers and employees of a State, or any 
political subdivision thereof, except when such compensation is paid 
by the United States Government.

DEDUCTION’S ALLOWED.

Sec . 5. That in computing net income in the case of a citizen or 
resident of the United States—

(a) For the purpose of the tax there shall be allowed as deduc-
tions—

First. The necessary expenses actually paid in carrying on any 
business or trade, not including personal, living, or family expenses;

Second. All interest paid within the year on his indebtedness;
Third. Taxes paid within the year imposed by the authority of the 

United States, or its Territories, or possessions, or any foreign country, 
or under the authority of any State, county, school district, or muni-
cipality, or other taxing subdivision of any State, not including those 
assessed against local benefits;

Fourth. Losses actually sustained during the year, incurred in his 
business or trade, or arising from fires, storms, shipwreck, or other 
casualty, and from theft, when such losses are not compensated for 
by insurance or otherwise: Provided, That for the purpose of ascer-
taining the loss sustained from the sale or other disposition of prop-
erty, real, personal, or mixed, acquired before March first, nineteen 
hundred and thirteen, the fair market price or value of such property 
as of March first, nineteen hundred and thirteen, shall be the basis for 
determining the amount of such loss sustained;

Fifth. In transactions entered into for profit but not connected 
with his business or trade, the losses actually sustained therein during 
the year to an amount not exceeding the profits arising therefrom;

Sixth. Debts due to the taxpayer actually ascertained to be worth-
less and charged off within the year;

Seventh. A reasonable allowance for the exhaustion, wear and tear 
of property arising out of its use or employment in the business or 
trade;

Eighth, (a) In the case of oil and gas wells a reasonable allowance 
for actual reduction in flow and production to be ascertained not by 
the flush flow, but by the settled production or regular flow; (b) in 
the case of mines a reasonable allowance for depletion thereof not to 
exceed the market value in the mine of the product thereof, which has 
been mined and sold during the year for which the return and com-
putation are made, such reasonable allowance to be made in the case 
of both (a) and (b) under rules and regulations to be prescribed by 
the Secretary of the Treasury: Provided, That when the allowances 
authorized in (a) and (b) shall equal the capital originally invested, 
or in case of purchase made prior to March first, nineteen hundred 
and thirteen, the fair market value as of that date, no further allow-
ance shall be made. No deduction shall be allowed for any amount 
paid out for new buildings, permanent improvements, or better-
ments, made to increase the value of any property or estate, and no 
deduction shall be made for any amount of expense of restoring prop-
erty or making good the exhaustion thereof for which an allowance 
is or has been made.

CREDITS ALLOWED.

(b) For the purpose of the normal tax only, the income embraced 
in a personal return shall be credited with the amount received as 
dividends upon the stock or from the net earnings of any corporation,
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joint-stock company or association, trustee, or insurance company, 
which is taxable upon its net income as hereinafter provided;

(c) A like credit shall be allowed as to the amount of income, the 
normal tax upon which has been paid or withheld for payment at the 
source of the income under the provisions of this title.

NONRESIDENT ALIENS.

Sec . 6. That in computing net income in the case of a nonresident 
alien—

(a) For the purpose of the tax there shall be allowed as deductions—
First. The necessary expenses actually paid in carrying on any 

business or trade conducted by him within the United States, not 
including personal, living, or family expenses;

Second. The proportion of all interest paid within the year by such 
person on his indebtedness which the gross amount of his income for 
the year derived from sources within the United States bears to the 
gross amount of his income for the year derived from all sources 
within and without the United States, but this deduction shall be 
allowed only if such person includes in the return required by section 
eight all the information necessary for its calculation;

Third. Taxes paid within the year imposed by the authority of the 
United States, or its Territories, or possessions, or under the authority 
of any State, county, school district, or municipality, or other taxing 
subdivision of any State, paid within the United States, not including 
those assessed against local benefits;

L Fourth. Losses actually sustained during the year, incurred in 
business or trade conducted by him within the United States, and 
losses of property within the United States arising from fires, storms, 
shipwreck, or other casualty, and from theft, when such losses are not 
compensated for by insurance or otherwise: Provided, That for the 

1 purpose of ascertaining the amount of such loss or losses sustained 
in trade, or speculative transactions not in trade, from the same or 
any kind of property acquired before March first, nineteen hundred and 
thirteen, the fair market price or value of such property as of March 
first, nineteen hundred and thirteen, shall be the basis for determining 
the amount of such loss or losses sustained;

1 Fifth. In transactions entered into for profit but not connected 
with his business or trade, the losses actually sustained therein during 
the year to an amount not exceeding the profits arising therefrom in 
the United States ;

Sixth. Debts arising in the course of business or trade conducted by 
him within the United States due to the taxpayer actually ascer-
tained to be worthless and charged off within the year;

Seventh. A reasonable allowance for the exhaustion, wear and tear 
of property within the United States arising out of its use or employ-
ment in the business or trade; (a) in the case of oil and gas wells a 
reasonable allowance for actual reduction in flow and production to 
be ascertained not by the flush flow, but by the settled production 
or regular flow; (b) in the case of mines a reasonable allowance for 
depletion thereof not to exceed the market value in the mine of the 
product thereof which has been mined and sold during the year for 
which the return and computation are made, such reasonable allow-
ance to be made in the case of both (a) and (b) under rules and 
regulations to be prescribed by the Secretary of the Treasury: Pro-
vided, That when the allowance authorized in (a) and (b) shall equal 
the capital originally invested, or in case of purchase made prior to 
March first, nineteen hundred and thirteen, the fair market value as 
of that date, no further allowance shall be made. No deduction shall 
be allowed for any amount paid out for new buildings, permanent
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improvements, or betterments, made to increase the value of any 
property or estate, and no deduction shall be made for any amount 
of expense of restoring property or making good the exhaustion 
thereof for which an allowance is or has been made.

(b) There shall also be allowed the credits specified by subdivisions 
(b) and (c) of section five.

PERSONAL EXEMPTION.

Sec . 7. (a) That for the purpose of the normal tax only, there 
shall be allowed as an exemption in the nature of a deduction from 
the amount of the net income of each of said persons, ascertained as 
provided herein, the sum of $3,000, plus $1,000 additional if the 
person making the return be a head of a family or a married man 
with a wife living with him, or plus the sum of $1,000 additional if 
the person making the return be a married woman with a husband 
living with her; but in no event shall this additional exemption of 
$1,000 be deducted by both a husband and a wife: Provided, That 
only one deduction of $4,000 shall be made from the aggregate 
income of both husband and wife when living together: Provided 
further, That guardians or trustees shall be allowed to make this 
personal exemption as to income derived from the property of which 
such guardian or trustee has charge in favor of each ward or cestui 
que trust: Provided further, That in no event shall a ward or cestui 
que trust be allowed a greater personal exemption than $3,000, or, 
if married, $4,000, as provided in this paragraph, from the amount 
of net income received from all sources. There shall also be allowed 
an exemption from the amount of the net income of estates of de- 

. ceased persons during the period of administration or settlement, 
and of trust or other estates the income of which is not distributed 
annually or regularly under the provisions of paragraph (b), section 
two, the sum of $3,000, including such deductions as are allowed 
under section live.

(b) A nonresident alien individual may receive the benefit of the 
exemption provided for in this section only by filing or causing to 
be filed with the collector of internal revenue 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; and in case of his failure to file such 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.

RETURNS.

Sec . 8. (a) The tax shall be computed upon the net income, as 
thus ascertained, of each person subject thereto, received in each 
preceding calendar year ending December thirty-first.

(b) On or before the first day of March, nineteen hundred and 
seventeen, and the first day of March in each year thereafter, a true 
and accurate return under oath shall be made by each person of 
lawful age, except as hereinafter provided, having a net income of 
$3,000 or over for the taxable year to the collector of internal reve-
nue for the district in which such person has his legal residence or 
principal place of business, or if there be no legal residence or 
place of business in the United States, then with the collector 
of internal revenue at Baltimore, Maryland, in such form as 
the Commissioner of Internal Revenue, with the approval of the 
Secretary of the Treasury, shall prescribe, setting forth specifically 
the gross amount of income from all separate sources, and from the 
total thereof deducting the aggregate items of allowances herein 
authorized: Provided, That the Commissioner of Internal Revenue
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shall have authority to grant a reasonable extension of time, in 
meritorious cases, for filing returns of income by persons residing or 
traveling abroad who are required to make and file returns of income 
and who are unable to file said returns on or before March first of 
each year: Provided further, That the aforesaid return may be made 
by an agent when by reason of illness, absence, or nonresidence the 
person liable for said return is unable to make and render the same, 
the agent assuming the responsibility of making the return and incur-
ring penalties provided for erroneous, false, or fraudulent return.

(c) Guardians, trustees, executors, administrators, receivers, con-
servators, and all persons, corporations, or associations acting in any 
fiduciary capacity, shall make and render a return of the income of 
the person, trust, or estate for whom or which they act, and be sub-
ject to all the provisions of this title which apply to individuals. 
Such fiduciary shall make oath that he has sufficient knowledge of the 
affairs of such person, trust, or estate to enable him to make such 
return and that the same is, to the best of his knowledge and belief, 
true and correct, and be subject to all the provisions of this title 
which apply to individuals: Provided, That a return made by one of 
two or more joint fiduciaries filed in the district where such fiduciary 
resides, under such regulations as the Secretary of the Treasury may 
prescribe, shall be a sufficient compliance with the requirements of 
this paragraph.

(d) All persons, firms, companies, copartnerships, corporations, 
joint-stock companies, or associations, and insurance companies, ex-
cept as hereinafter provided, in whatever capacity acting, having the 
control, receipt, disposal, or payment of fixed or determinable annual 
or periodical gains, profits, and income of another individual subject 
to tax, shall in behalf of such person deduct and withhold from the 
payment an amount equivalent to the normal tax upon the same 
and make and render a return, as aforesaid, but separate and dis-
tinct, of the portion of the income of each person from which the 
normal tax has been thus withheld, and containing also the name 
and address of such person or stating that the name and address or 
the address, as the case may be, are unknown: Provided, That the 
provision requiring the normal tax of individuals to be deducted and 
withheld at the source of the income shall not be construed to require 
the withholding of such tax according to the two per centum normal 
tax rate herein prescribed until on and after January first, nineteen 
hundred and seventeen, and the law existing at the time of the pas-
sage of this Act shall govern the amount withheld or to be withheld 
at the source until January first, nineteen hundred and seventeen.

That in either case mentioned in subdivisions (c) and (d) of this 
section no return of income not exceeding $3,000 shall be required, 
except as in this title provided.

(e) Persons carrying on business in partnership shall be liable for 
income tax only in their individual capacity, and the share of the 
profits of the partnership to which any taxable partner would be 
entitled if the same were divided, whether divided or otherwise, shall 
be returned for taxation and the tax paid under the provisions of this 
title: Provided, That from the net distributive interests on which the 
individual members shall be liable for tax, normal and additional, 
there shall be excluded their proportionate shares received from inter-
est on the obligations of a State or any political or taxing subdivision 
thereof, and upon the obligations of the United States and its posses-
sions, and all taxes paid to the United States or to any possession 
thereof, or to any State, county, or taxing subdivision of a State, and 
that for the purpose of computing the normal tax there shall be allowed 
a credit, as provided by section five, subdivision (b), for their propor-
tionate share of the profits derived from dividends. And such part-
nership, when requested by the Commissioner of Internal Revenue, or
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any district collector, shall render a correct return of the earnings, 
profits, and income of the partnership, except income exempt under 
section four of this Act, setting forth the item of the gross income and 
the deductions and credits allowed by this title, and the names and 
addresses of the individuals who would be entitled to the net earnings, 
profits, and income, if distributed.

(f) In every return shall be included the income derived from divi-
dends on the capital stock or from the net earnings of any corporation, 
joint-stock company or association, or insurance company, except that 
m the case of nonresident aliens such income derived from sources 
without the United States shall not be included.

(g) An individual keeping accounts upon any basis other than that 
of actual receipts and disbursements, unless such other basis does not 
clearly reflect his income, may, subject to regulations made by the 
Commissioner of Internal Revenue, with the approval of the Secretary 
of the Treasury, make his return upon the basis upon which his 
accounts are kept, in which case the tax shall be computed upon his 
income as so returned.

ASSESSMENT AND ADMINISTRATION.

Sec . 9. (a) That all assessments shall be made by the Commis-
sioner of Internal Revenue and all persons shall be notified of the 
amount for which they are respectively liable on or before the first 
day of June of each successive year, and said amounts shall be paid 
on or before the fifteenth day of June, except in cases of refusal or 
neglect to make such return and in cases of erroneous, false, or fraudu-
lent returns, in which cases the Commissioner of Internal Revenue 
shall, upon the discovery thereof, at any time within three years 
after said return is due, or has been made, make a return upon infor-
mation obtained as provided for in this title or by existing law, or 
require the necessary corrections to be made, and the assessment 
made by the Commissioner of Internal Revenue thereon shall be 
paid by such person or persons immediately upon notification of the 
amount of such assessment; and to any sum or sums due and unpaid 
after the fifteenth day of June in any year, and for ten days after 
notice and demand thereof by the collector, there shall be added the 
sum of five per centum on the amount of tax unpaid, and interest at 
the rate of one per centum per month upon said tax from the time 
the same became due, except from the estates of insane, deceased, 
or insolvent persons.

(b) All persons, firms, copartnerships, companies, corporations, 
joint-stock companies, or associations, and insurance companies, in 
whatever capacity acting, including lessees or mortgagors of real or 
personal property, trustees acting in any trust capacity, executors, 
administrators, receivers, conservators, employers, and all officers 
and employees of the United States having the control, receipt, 
custody, disposal, or payment of interest, rent, salaries, wages, pre-
miums, annuities, compensation, remuneration, emoluments, or 
other fixed or determinable annual or periodical gains, profits, and 
income of another person, exceeding $3,000 for any taxable year, 
other than income derived from dividends on capital stock, or from 
the net earnings of corporations and joint-stock companies or asso-
ciations, or insurance companies, the income of which is taxable 
under this title, who are required to make and render a return in 
behalf of another, as provided herein, to the collector of his, her, or 
its district, are hereby authorized and required to deduct and with-
hold from such annual or periodical gains, profits, and income such 
sum as will be sufficient to pay the normal tax imposed thereon by 
this title, and shall pay the amount withheld to the officer of the 
United States Government authorized to receive the same; and
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they are each hereby made personally liable for such tax, and they 
are each hereby indemnified against every person, corporation, asso-
ciation, or demand whatsoever for all payments which they shall 
make in pursuance and by virtue of this title.

In all cases where the income tax of a person is withheld and 
deducted and paid or to be paid at the source, such person shall not 
receive the benefit of the personal exemption allowed in section 
seven of this title except by an application for refund of the tax unless 
he shall, not less than thirty days prior to the day on which the return 
of his income is due, file with the person who is required to withhold 
and pay tax for him a signed notice in writing claiming the benefit 
of such exemption, and thereupon no tax shall be withheld upon the 
amount of such exemption: Provided, That if any person for the 
purpose of obtaining any allowance or reduction by virtue of a claim 
for such exemption, either for himself or for any other person, know-
ingly makes any false statement or false or fraudulent representation, 
he shall be liable to a penalty of not exceeding $300.

And where the income tax is paid or to be paid at the source, no 
person shall be allowed the benefit of any deduction provided for in 
sections five or six of this title unless he shall, not less than thirty days 
prior to the day on which the return of his income is due, either (1) 
file with the person who is required to withhold and pay tax for him 
a true and correct return of his gains, profits, and income from all 
other sources, and also the deductions asked for, and the showing 
thus made shall then become a part of the return to be made in his 
behalf by the person required to withhold and pay the tax, or (2) 
likewise make application for deductions to the collector of the dis-
trict in which return is made or to be made for him: Provided, That 
when any amount allowable as a deduction is known at the time of 
receipt of fixed annual or periodical income by an individual subject 
to tax, he may file with the person, firm, or corporation making the 
payment a certificate, under penalty for false claim, and in such form 
as shall be prescribed by the Commissioner of Internal Revenue, 
stating the amount of such deduction and making a claim for an 
allowance of the same against the amount of tax otherwise required 
to be deducted and withheld at the source of the income, and such 
certificate shall likewise become a part of the return to be made in 
his behalf.

If such person is absent from the United States, or is unable owing 
to serious illness to make the return and application above provided 
for, the return and application may be made by an agent, he making 
oath that he has sufficient knowledge of the affairs and property of 
his principal to enable him to make a full and complete return, and 
that the return and application made by him are full and complete.

(c) The amount of the normal tax hereinbefore imposed shall be 
deducted and withheld from fixed or determinable annual or period-
ical gains, profits, and income derived from interest upon bonds and 
mortgages, or deeds of trust or other similar obligations of corpor-
ations, joint-stock companies, associations, and insurance companies, 
whether payable annually or at shorter or longer periods, although 
such interest does not amount to $3,000, subject to the provisions of 
this title requiring the tax to be withheld at the source and deducted 
from annual income and returned and paid to the Government.

(d) And likewise the amount of such tax shall be deducted and 
withheld from coupons, checks, or bills of exchange for or in payment 
of interest upon bonds of foreign countries and upon foreign mort-
gages or like obligations (not payable in the United States), and also 
from coupons, checks, or bills of exchange for or in payment of any 
dividends upon the stock or interest upon the obligations of foreign 
corporations, associations, and insurance companies engaged in 
business in foreign countries.
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And the tax in such cases shall be withheld, deducted, and returned 

for and in behalf of any person subject to the taxhereinbefore imposed, 
although such interest or dividends do not exceed $3,000, by (1) any 
banker or person who shall sell or otherwise realize coupons, checks, 
or bills of exchange drawn or made in payment of any such interest 
or dividends (not payable in the United States), and (2) any person 
who shall obtain payment (not in the United States), in behalf of 
another of such dividends and interest by means of coupons, checks, 
or bills of exchange, and also (3) any dealer in such coupons who shall 
purchase the same for any such dividends or interest (not payable in 
the United States), otherwise than from a banker or another dealer 
in such coupons.

(e) Where the tax is withheld at the source, the benefit of the 
exemption and the deductions allowable under this title may be had 
by complying with the foregoing provisions of this section.

(f) All persons, firms, or corporations undertaking as a matter of 
business or for profit the collection of foreign payments of such interest 
or dividends by means of coupons, checks, or bills of exchange shall 
obtain a license from the Commissioner of Internal Revenue, and 
shall be subject to such regulations enabling the Government to 
ascertain and verify the due withholding and payment of the income 
tax required to be withheld and paid as the Commissioner of Internal 
Revenue, with the approval of the Secretary of the Treasury, shall 
prescribe; and any person who shall knowingly undertake to collect 
such payments as aforesaid without having obtained a license there-
for, or without complying with such regulations, shall be deemed 
guilty of a misdemeanor and for each offense be fined in a sum not 
exceeding $5,000, or imprisoned for a term not exceeding one year, 
or both, m the discretion of the court.

(g) The tax herein imposed upon gains, profits, and income not 
falling under the foregoing and not returned and paid by virtue of 
the foregoing shall be assessed by personal return under rules and 
regulations to be prescribed by the Commissioner of Internal Revenue 
and approved by the Secretary of the Treasury. The intent and 
purpose of this title is that all gains, profits, and income of a taxable 
class, as defined by this title, shall be charged and assessed with 
the corresponding tax, normal and additional, prescribed by this 
title, and said tax shall be paid by the owner of such income, or the 
proper representative having the receipt, custody, control, or disposal 
of the same. For the purpose of this title ownership or liability 
shall be determined as of the year for which a return is required to 
be rendered.

The provisions of this title relating to the deduction and payment 
of the tax at the source of income shall only apply to the normal tax 
hereinbefore imposed upon individuals.

Part  II.—On  Corporat ions .

Seo . 10. That there shall be levied, assessed, collected, and paid 
annually upon the total net income received in the preceding calendar 
year from all sources by every corporation, joint-stock company or 
association, or insurance company, organized in the United States, 
no matter how created or organized but not including partnerships, 
a tax of two per centum upon such income; and a like tax shall be 
levied, assessed, collected, and paid annually upon the total net 
income received in the preceding calendar year from all sources 
within the United States by every corporation, joint-stock company 
or association, or insurance company organized, authorized, or exist-
ing under the laws of any foreign country, including interest on bonds, 
notes, or other interest-bearing obligations of residents, corporate 
or otherwise, and including the income derived from dividends on
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capital stock or from net earnings of resident corporations, joint- 
stock companies or associations, or insurance companies whose net 
income is taxable under this title: Provided, That the term 
“dividends” as used in this title shall be held to mean any distribu-
tion made or ordered to be made by a corporation, joint-stock 
company, association, or insurance company, out of its earnings or 
profits accrued since March first, nineteen hundred and thirteen, 
and payable to its shareholders, whether in cash or in stock of the 
corporation, joint-stock company, association, or insurance com-
pany, which stock dividend shall be considered income, to the 
amount of its cash value.

The foregoing tax rate shall apply to the total net income received 
by every taxable corporation, joint-stock company or association, or 
insurance company in the calendar year nineteen hundred and six-
teen and in each year thereafter, except that if it has fixed its own 
fiscal year under the provisions of existing law, the foregoing rate 

 shall apply to the proportion of the total net income returned for the 
fiscal year ending prior to December thirty-first, nineteen hundred 
and sixteen, which the period between January first, nineteen hun-
dred and sixteen, and the end of such fiscal year bears to the whole of 
such fiscal year, and the rate fixed in Section II of the Act approved 
October third, nineteen hundred and thirteen, entitled “An Act to 
reduce tariff duties and to provide revenue for the Government, and 
for other purposes,” shall apply to the remaining portion of the total 
net income returned for such fiscal year.

For the purpose of ascertaining the gain derived or loss sustained 
from the sale or other disposition by a corporation, joint-stock com-
pany or association, or insurance company, of property, real, per-
sonal, or mixed, acquired before March first, nineteen hundred and 
thirteen, the fair market price or value of such property as of March 
first, nineteen hundred and thirteen, shall be the basis for deter-
mining the amount of such gain derived or loss sustained.

CONDITIONAL AND OTHER EXEMPTIONS.

Sec . 11. (a) That there shall not be taxed under this title any in-
come received by any—

First. Labor, agricultural, or horticultural organization;
Second. Mutual savings bank not having a capital stock repre-

sented by shares;
Third. Fraternal beneficiary society, order, or association, opera- 

ing under the lodge system or for the exclusive benefit of the members 
of a fraternity itself operating under the lodge system, and providing 
for the payment of life, sick, accident, or other benefits to the mem-
bers of such society, order, or association or their dependents;

Fourth. Domestic building and loan association and cooperative 
banks without capital stock organized and operated for mutual pur-
poses and without profit;

Fifth. Cemetery company owned and operated exclusively for the 
benefit of its members;

Sixth. Corporation or association organized and operated ex-
clusively for religious, charitable, scientific, or educational purposes, 
no part of the net income of which inures to the benefit of any private 
stockholder or individual;

Seventh. Business league, chamber of commerce, or board of trade, 
not organized for profit and no part of the net income of which in-
ures to the benefit of any private stockholder or individual;

Eighth. Civic league or organization not organized for profit but 
operated exclusively for the promotion of social welfare;



SIXTY-FOURTH CONGRESS. Sess . I. Ch . 463. 1916. 767
Ninth. Club organized and operated exclusively for pleasure, rec-

reation, and other nonprofitable purposes, no part of the net income 
of which inures to the benefit of any private stockholder or member;

Tenth. Farmers’ or other mutual hail, cyclone, or fire insurance 
company, mutual ditch or irrigation company, mutual or cooperative 
telephone company, or like organization 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 its expenses;

Eleventh. Farmers’, fruit growers’, or like association, organized 
and operated as a sales agent for the purpose of marketing the prod-
ucts of its 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;

Twelfth. Corporation or association 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; or

Thirteenth. Federal land banks and national farm-loan associa-
tions as provided in section twenty-six of the Act approved July 
seventeenth, nineteen hundred and sixteen, entitled “An Act to pro-
vide capital for agricultural development, to create standard forms 
of investment based upon farm mortgage, to equalize rates of interest 
upon farm loans, to furnish a market for United States bonds, to 
create Govememnt depositaries and financial agents for the United 
States, and for other purposes.”

Fourteenth. Joint stock land banks as to income derived from 
bonds or debentures of other joint stock land banks or any Federal 
land bank belonging to such joint stock land bank.

(b) There shall not be taxed under this title any income derived 
from any public utility or from the exercise of any essential govern-
mental function accruing to any State, Territory, or the District of 
Columbia, or any political subdivision of a State or Territory, nor any 
income accruing to the government of the Philippine Islands or Porto 
Rico, or of any political subdivision of the Philippine Islands or 
Porto Rico: Provided, That whenever any State, Territory, or the 
District of Columbia, or any political subdivision of a State or Ter-
ritory, has, prior to the passage of this title, entered in good faith 
into a contract with any person or corporation, the object and pur-
pose of which is to acquire, construct, operate, or maintain a public 
utility, no tax shall be levied under the provisions of this title upon 
the income derived from the operation of such public utility, so far 
as the payment thereof will impose a loss or burden upon such State, 
Territory, or the District of Columbia, or a political subdivision of 
a State or Territory; but this provision is not intended to confer upon 
such person or corporation any financial gain or exemption or to 
relieve such person or corporation from the payment of a tax as pro-
vided for in this title upon the part or portion of the said income to 
which such person or corporation shall be entitled under such contract.

DEDUCTIONS.

Sec . 12. (a) In the case of a corporation, joint-stock company or 
association, or insurance company, organized in the United States, 
such net income shall be ascertained by deducting from the gross 
amount of its income received within the year from all sources—

First. All the ordinary and necessary expenses paid within the year 
in the maintenance and operation of its business and properties, 
including rentals or other payments required to be made as a condi-
tion to the continued use or possession of property to which the cor-
poration has not taken or is not taking title, or in which it has no 
equity.
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Second. All losses actually sustained and charged off within the 
year and not compensated by insurance or otherwise, including a 
reasonable allowance for the exhaustion, wear and tear of property 
arising out of its use or employment in the business or trade; (a) in 
the case of oil and gas wells a reasonable allowance for actual reduc-
tion in flow and production to be ascertained not by the flush flow, 
but by the settled production or regular flow; (b) in the case of mines 
a reasonable allowance for depletion thereof not to exceed the market 
value in the mine of the product thereof which has been mined and 
sold during the year for which the return and computation are made, 
such reasonable allowance to be made in the case of both (a) and (b) 
under rules and regulations to be prescribed by the Secretary of the 
Treasury: Provided, That when the allowance authorized in (a) and 
(b) shall equal the capital originally invested, or in case of purchase 
made prior to March first, nineteen hundred and thirteen, the fair 
market value as of that date, no further allowance shall be made; 
and (c) in the case of insurance companies, the net addition, if any, 
required by law to be made within the year to reserve funds and the 
sums other than dividends paid within the year on policy and annuity 
contracts: Provided, That no deduction shall be allowed for any 
amount paid out for new buildings, permanent improvements, or 
betterments made to increase the value of any property or estate, 
and no deduction shall be made for any amount of expense of restoring 
property or making good the exhaustion thereof for which an allow-
ance is or has been made: Provided further, That mutual fire and 
mutual employers’ liability and mutual workmen’s compensation and 
mutual casualty insurance companies requiring their members to 
make premium deposits to provide for losses and expenses shall not 
return as income any portion of the premium deposits returned to 
their policyholders, but shall return as taxable income all income 
received by them from all other sources plus such portions of the 
premium deposits as are retained by the companies for purposes 
other than the payment of losses and expenses and reinsurance 
reserves: Provided further, That mutual marine insurance companies 
shall include in their return of gross income gross premiums collected 
and received by them less amounts paid for reinsurance, but shall be 
entitled to include in deductions from gross income amounts repaid 
to policyholders on account of premiums previously paid by them 
and interest paid upon such amounts between the ascertainment 
thereof and the payment thereof, and life insurance companies shall 
not include as income in any year such portion of any actual premium 
received from any individual policyholder as shall have been paid 
back or credited to such individual policyholder, or treated as an 
abatement of premium of such individual policyholder, within such 
year;

Third The amount of interest paid within the year on its indebted-
ness to an amount of such indebtedness not in excess of the sum of (a) 
the entire amount of the paid-up capital stock outstanding at the 
close of the year, or, if no capital stock, the entire amount of capital 
employed in the business at the close of the year, and (b) one-half of 
its interest-bearing indebtedness then outstanding: Provided, That 
for the purpose of this title preferred capital stock shall not be con-
sidered interest-bearing indebtedness, and interest or dividends paid 
upon this stock shall not be deductible from gross income: Provided 
further, That in cases wherein shares of capital stock are issued without 
par or nominal value, the amount of paid-up capital stock, within the 
meaning of this section, as represented by such shares, will be the 
amount of cash, or its equivalent, paid or transferred to the corpora-
tion as a consideration for such shares: Provided further, That in the 
case of indebtedness wholly secured by property collateral, tangible 
or intangible, the subject of sale or hypothecation in the ordinary
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business of such corporation, joint-stock company or association as a 
dealer only in the property constituting such collateral, or in loaning 
the funds thereby procured, the total interest paid by such corpora-
tion, company, or association within the year on any such indebted-
ness may be deducted as a part of its expenses of doing business, but 
interest on such indebtedness shall only be deductible on an amount 
of such indebtedness not in excess of the actual value of such property 
collateral: Provided  further, That in the case of bonds or other indebt-
edness, which have been issued with a guaranty that the interest 
payable thereon shall be free from taxation, no deduction for the pay-
ment of the tax herein imposed, or any other tax paid pursuant to 
such guaranty, shall be allowed; and in the case of a bank, banking 
association, loan or trust company, interest paid within the year on 
deposits or on moneys received for investment and secured by interest 
bearing certificates of indebtedness issued by such bank, banking 
association, loan or trust company;

Fourth. Taxes paid within the year imposed by the authority of the 
United States, or its Territories, or possessions, or any foreign 
country, or under the authority of any State, county, school district, 
or municipality, or other taxing subdivision of any State, not including 
those assessed against local benefits.

(b) In the case of a corporation, joint-stock company or associa-
tion, or insurance company, organized, authorized, or existing under 
the laws of any foreign country, such net income shall be ascertained 
by deducting from the gross amount of its income received within the 
year from all sources within the United States—

First. All the ordinary and necessary expenses actually paid within 
the year out of earnings in the maintenance and operation of its 
business and property within the United States, 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.

Second. All losses actually sustained within the year in business 
or trade conducted by it within the United States and not compen-
sated by insurance or otherwise, including a reasonable allowance 
for the exhaustion, wear and tear of property arising out of its use 
or employment in the business or trade; (a) and in the case (a) of 
oil and gas wells a reasonable allowance for actual reduction in flow 
and production to be ascertained not by the flush flow, but by the 
settled production or regular flow; (b) in the case of mines a reason-
able allowance for depletion thereof not to exceed the market value 
in the mine of the product thereof which has been mined and sold 
during the year for which the return and computation are made, 
such reasonable allowance to be made in the case of both (a) and (b) 
under rules and regulations to be prescribed by the Secretary of the 
Treasury: Provided, That when the allowance authorized in (a) 
and (b) shall equal the capital originally invested, or in case of pur-
chase made prior to March first, nineteen hundred and thirteen, the 
fair market value as of that date, no further allowance shall be made; 
and (c) in the case of insurance companies, the net addition, if any, 
required by law to be made within the year to reserve funds and the 
sums other than dividends paid within the year on policy and annuity 
contracts: Provided, That no deduction shall be allowed for any 
amount paid out for new buildings, permanent improvements, or 
betterments, made to increase the value of any property or estate, 
and no deduction shall be made for any amount of expense of re-
storing property or making good the exhaustion thereof for which 
an allowance is or has been made: Provided, further, That mutual 
fire and mutual employers’ liability and mutual workmen’s com-
pensation and mutual casualty insurance companies requiring their 
members to make premium deposits to provide for losses and expenses
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shall not return as income any portion of the premium deposits 
returned to their policyholders, but shall return as taxable income 
all income received by them from all other sources plus such portions 
of the premium deposits as are retained by the companies for pur-
poses other than the payment of losses and expenses and reinsurance 
reserves: Provided farther, That mutual marine insurance companies 
shall include in their return of gross income gross premiums collected 
and received by them less amounts paid for reinsurance, but shall be 
entitled to include in deductions from gross income amounts repaid 
to policyholders on account of premiums previously paid by them, 
and interest paid upon such amounts between the ascertainment 
thereof and the payment thereof, and life insurance companies shall 
not include as income in any year such portion of any actual pre-
mium received from any individual policyholder as shall have been 
paid back or credited to such individual policyholder, or treated as 
an abatement of premium of such individual policyholder, within 
such year;

Third. The amount of interest paid within the year on its indebted-
ness to an amount of such indebtedness not in excess of the proportion 
of the sum of (a) the entire amount of the paid-up capital stock out-
standing at the close of the year, or, if no capital stock, the entire 
amount of the capital employed in the business at the close of the 
year, and (b) one-half of its interest-bearing indebtedness then out-
standing, which the gross amount of its income for the year from 
business transacted and capital invested within the United States 
bears to the gross amount of its income derived from all sources within 
and without the United States: Provided, That in the case of bonds or 
other indebtedness which have been issued with a guaranty that the 
interest payable thereon shall be free from taxation, no deduction for 
the payment of the tax herein imposed or any other tax paid pursuant 
to such guaranty shall be allowed; and in case of a bank, banking asso-
ciation, loan or trust company, or branch thereof, interest paid within 
the year on deposits by or on moneys received for investment from 
either citizens or residents of the United States and secured by 
interest-bearing certificates of indebtedness issued by such bank, 
banking association, loan or trust company, or branch thereof;

Fourth. Taxes paid within the year imposed by the authority of 
the United States, or its Territories, or possessions, or under the 
authority of any State, county, school district, or municipality, or 
other taxing subdivision of any State, paid within the United States, 
not including those assessed against local benefits;

(c) In the case of assessment insurance companies, whether 
domestic or foreign, the actual deposit of sums with State or Terri-
torial officers, pursuant to law, as additions to guarantee or reserve 
funds shall be treated as being payments required by law to reserve 
funds.

RETURNS.

Sec . 13. (a) The tax shall be computed upon the net income, as 
thus ascertained, received within each preceding calendar year end-
ing December thirty-first: Provided, That any corporation, joint- 
stock company or association, or insurance company, subject to this 
tax, may designate the last day of any month in the year as the day 
of the closing of its fiscal year and shall be entitled to have the tax 
payable by it computed upon the basis of the net income ascertained 
as herein provided for the year ending on the day so designated in 
the year preceding the date of assessment instead of upon the basis 
of the net income for the calendar year preceding the date of assess-
ment; and it shall give notice of the day it has thus designated as the 
closing of its fiscal year to the collector of the district in which its 
principal business office is located at any time not less than thirty
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days prior to the first day of March of the year in which its return 
would be filed if made upon the basis of the calendar year;

(b) Every corporation, joint-stock company or association, or in-
surance company, subject to the tax herein imposed, shall, on or before 
the first day of March, nineteen hundred and seventeen, and the first 
day of March in each year thereafter, or, if it has designated a fiscal 
year for the computation of its tax, then within sixty days after the 
close of such fiscal year ending prior to December thirty-first, nineteen 
hundred and sixteen, and the close of each such fiscal year thereafter, 
render a true and accurate return of its annual net income in the man-
ner and form to be prescribed by the Commissioner of Internal Reve-
nue, with the approval of the Secretary of the Treasury, and contain-
ing such facts, data, and information as are appropriate and in the 
opinion of the commissioner necessary to determine the correctness 
of the net income returned and to carry out the provisions of this 
title. The return shall be sworn to by the president, vice president, 
or other principal officer, and by the treasurer or assistant treasurer. 
The return shall be made to the collector of the district in which is 
located the principal office of the corporation, company, or associa-
tion, where are kept its books of account and other data from which 
the return is prepared, or in the case of a foreign corporation, com-
pany, or association, to the collector of the district in which is located 
its principal place of business in the United States, or if it have no 
principal place of business, office, or agency in the United States, then 
to the collector of internal revenue at Baltimore, Maryland. All such 
returns shall as received be transmitted forthwith by the collector to 
the Commissioner of Internal Revenue;

(c) In cases wherein receivers, trustees in bankruptcy, or assignees 
are operating the property or business of corporations, joint-stock 
companies or associations, or insurance companies, subject to tax 
imposed by this title, such receivers, trustees, or assignees shall 
make returns of net income as and for such corporations, joint- 
stock companies or associations, and insurance companies, in the 
same manner and form as such organizations are hereinbefore re-
quired to make returns, and any income tax due on the basis of such 
returns made by receivers, trustees, or assingees shall be assessed 
and collected in the same manner as if assessed directly against the 
organizations of whose businesses or properties they have custody 
and control;

(d) A corporation, joint-stock company or association, or insur-
ance company, keeping accounts upon any basis other than that of 
actual receipts and disbursements, unless such other basis does 
not clearly reflect its income, may, subject to regulations made by 
the Commissioner of Internal Revenue, with the approval of the 
Secretary of the Treasury, make its return upon the basis upon which 
its accounts are kept, in which case the tax shall be computed upon 
its income as so returned;

(e) All the provisions of this title relating to the tax authorized 
and required to be deducted and withheld and paid to the officer 
of the United States Government authorized to receive the same 
from the income of nonresident alien individuals from sources within 
the United States shall be made applicable to incomes derived from 
interest upon bonds and mortgages or deeds of trust or similar 
obligations of domestic or other resident corporations, joint-stock 
companies or associations, and insurance companies by nonresi-
dent alien firms, copartnerships, companies, corporations, joint- 
stock companies or associations, and insurance companies not en-
gaged in business or trade within the United States and not having 
any office or place of business therein;

(f) Likewise, all the provisions of this title relating to the tax 
authorized and required to be deducted and withheld and paid to
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the officer of the United States Government authorized to receive 
the same from the income of nonresident alien individuals from 
sources within the United States shall be made applicable to income 
derived from dividends upon the capital stock or from the net earn-
ings of domestic or other resident corporations, joint-stock com-
panies or associations, and insurance companies by nonresident alien 
companies, corporations, joint-stock companies or associations, and 
insurance companies not engaged in business or trade within the 
United States and not having any office or place of business therein.

ASSESSMENT AND ADMINISTRATION.

Sec . 14. (a) All assessments shaU be made and the several cor-
porations, joint-stock companies or associations, and insurance com-
panies shall be notified of the amount for which they are respectively 
liable on or before the first day of June of each successive year, and 
said assessment shall be paid on or before the fifteenth day of June: 
Provided, That every corporation, joint-stock company or association, 
and insurance company, computing taxes upon the income of the 
fiscal year which it may designate in the manner hereinbefore pro-
vided, shall pay the taxes due under its assessment within one 
hundred and five days after the date upon which it is required to file 
its list or return of income for assessment; except in cases of refusal 
or neglect to make such return, and in cases of erroneous, false, or 
fraudulent returns, in which cases the Commissioner of Internal 
Revenue shall, upon the discovery thereof, at any time within three 
years after said return is due, make a return upon information 
obtained as provided for in this title or by existing law; and the 
assessment made by the Commissioner of Internal Revenue thereon 
shall be paid by such corporation, joint-stock company or association, 
or insurance company immediately upon notification of the amount

 of such assessment; and to any sum or sums due and unpaid after 
the fifteenth day of June in any year, or after one hundred and five 
days from the date on which the return of income is required to be 
made by the taxpayer, and after ten days’ notice and demand 
thereof by the collector, there shall be added the sum of five per 
centum on the amount of tax unpaid and interest at the rate of one 
per centum per month upon said tax from the time the same becomes 
due: Provided, That upon the examination of any return of income 
made pursuant to this title, the Act of August fifth, nineteen hundred 
and nine, entitled, “An Act to provide revenue, equalize duties and 
encourage the industries of the United States, and for other pur-
poses”, and the Act of October third, nineteen hundred and thirteen, 
entitled, “An Act to reduce tariff duties and to provide revenue for 
the Government, and for other purposes”, if it shall appear that 
amounts of tax have been paid in excess of those properly due, the 
taxpayer shall be permitted to present a claim for refund thereof 
notwithstanding the provisions of section thirty-two hundred and 
twenty-eight of the Revised Statutes;

 (b) When the assessment shall be made, as provided in this title,
the returns, together with any corrections thereof which may have 
been made by the commissioner, shall be filed in the office of the 
Commissioner of Internal Revenue and shall constitute public records 
and be open to inspection as such: Provided, That any and all such 
returns shall be open to inspection only upon the order of the Presi-
dent, under rules and regulations to be prescribed by the Secretary 
of the Treasury and approved by the President: Provided further, 
That the proper officers of any State imposing a general income tax 
may, upon the request of the governor thereof, have access to said 
returns or to an abstract thereof, showing the name and income of 
each such corporation, joint-stock company or association, or insur-
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ance company, at such, times and in such manner as the Secretary of 
the Treasury may prescribe;

(c) If any of the corporations, joint-stock companies or associa-
tions, or insurance companies aforesaid shall refuse or neglect to 
make a return at the time or times hereinbefore specified in each 
year, or shall render a false or fraudulent return, such corporation, 
joint-stock company or association, or insurance company shall be 
liable to a penalty of not exceeding $10,000: Provided, That the Com-
missioner of Internal Revenue shall have authority, in the case of 
either corporations or individuals, to grant a reasonable extension 
of timo in meritorious cases, as he may deem proper.

(d) That section thirty-two hundred and twenty-five of the Re-
vised Statutes of the United States be, and the same is hereby, 
amended so as to read as follows:

“Sec . 3225. When a second assessment is made in case of any fist, 
statement, or return, which in the opinion of the collector or deputy 
collector was false or fraudulent, or contained any understatement 
or undervaluation, no tax collected under such assessment shall be 
recovered by any suit unless it is proved that the said fist, statement, 
or return was not false nor fraudulent and did not contain any under-
statement or undervaluation; but this section shall not apply to state-
ments or returns made or to be made in good faith under the laws of 
the United States regarding annual depreciation of oil or gas wells and 
mines.”

Paet  III.—Genera l  Admini str ati ve  Provisi ons .

Sec . 15. That the word “State” or “United States” when used in 
this title shall be construed to include any Territory, the District of 
Columbia, Porto Rico, and the Philippine Islands, when such con-
struction is necessary to carry out its provisions.

Sec . 16. That sections thirty-one hundred and sixtv-seven, thirty- 
one hundred and seventy-two, thirty-one hundred and seventy-three, 
and thirty-one hundred and seventy-six of the Revised Statutes of 
the United States as amended are hereby amended so as to read as 
follows:

“Sec . 3167. It shall be unlawful for any collector, deputy collec-
tor, agent, clerk, or other officer or employee of the United States to 
divulge or to make known in any manner whatever not provided 
by law to any person the operations, style of work, or apparatus of 
any manufacturer or producer visited by him in the discharge of his 
official duties, or the amount or source of income, profits, losses, 
expenditures, or any particular thereof, set forth or disclosed in any 
income return, or to permit any income return or copy thereof or any 
book containing any abstract or particulars thereof to be seen or 
examined by any person except as provided by law; and it shall be 
unlawful for any person to print or publish in any manner whatever 
not provided by law any income return or any part thereof or source 
of income, profits, losses, or expenditures appearing in any income 
return; and any offense against the foregoing provision shall be a 
misdemeanor and be punished by a fine not exceeding $1,000 or by 
imprisonment not exceeding one year, or both, at the discretion of 
the court; and if the offender be an officer or employee of the United 
States he shall be dismissed from office or discharged from employ-
ment.

“Sec . 3172. Every collector shall, from time to time, cause his 
deputies to proceed through every part of his district and inquire 
after and concerning all persons therein who are liable to pay any 
internal-revenue tax, and all persons owning or having the care and 
management of any objects liable to pay any tax, and to make a list 
of such persons and enumerate said objects.
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“Sec . 3173. It shall be the duty of any person, partnership, firm, 
association, or corporation, made liable to any duty, special tax, or 
other tax imposed by law, when not otherwise provided for, (1) in 
case of a special tax, on or before the thirty-first day of July in each 
year, (2) in case of income tax on or before the first day of March 
in each year, or on or before the last day of the sixty-day period 
next following the closing date of the fiscal year for which it makes a 
return of its income, and (3) in other cases before the day on which 
the taxes accrue, to make a list or return, verified by oath, to the 
collector or a deputy collector of the district where located, of the 
articles or objects, including the amount of annual income charged 
with a duty or tax, the quantity of goods, wares, and merchandise, 
made or sold and charged with a tax, the several rates and aggregate 
amount, according to the forms and regulations to be prescribed by 
the Commissioner of Internal Revenue, with the approval of the 
Secretary of the Treasury, for which such person, partnership, firm, 
association, or corporation is liable: Provided, That if any person 
liable to pay any duty or tax, or owning, possessing, or having the 
care or management of property, goods, wares, and merchandise, 
articles or objects liable to pay any duty, tax, or license, shall fail to 
make and exhibit a list or return required by law, but shall consent 
to disclose the particulars of any and all the property, goods, wares, 
and merchandise, articles, and objects liable to pay any duty or tax, 
or any business or occupation liable to pay any tax as aforesaid, 
then, and in that case, it shall be the duty of the collector or deputy 
collector to make such list or return, which, being distinctly read, 
consented to, and signed and verified by oath by the person so own-
ing, possessing, or having the care and management as aforesaid, 
may be received as the list of such person: Provided further, That in 
case no annual list or return has been rendered by such person to 
the collector or deputy collector as required by law, and the person 
shall be absent from his or her residence or place of business at the 
time the collector or a deputy collector shall call for the annual list 
or return, it shall be the duty of such collector or deputy collector 
to leave at such place of residence or business, with some one of suit-
able age and discretion, if such be present, otherwise to deposit in 
the nearest post office, a note or memorandum addressed to such 
person, requiring him or her to render to such collector or deputy 
collector the list or return required by law within ten days from the 
date of such note or memorandum, verified by oath. And if any 
person, on being notified or required as aforesaid, shall refuse or 
neglect to render such list or return within the time required as afore-
said, or whenever any person who is required to deliver a monthly or 
other return of objects subject to tax fails to do so at the time re-
quired, or delivers any return which, in the opinion of the collector, 
is erroneous, false, or fraudulent, or contains any undervaluation or 
understatement, or refuses to allow any regularly authorized Gov-
ernment officer to examine the books of such person, firm, or corpo-
ration, it shall be lawful for the collector to summon such person, 
or any other person having possession, custody, or care of books of 
account containing entries relating to the business of such person, or 
any other person he may deem proper, to appear before him and 
produce such books at a time and place named in the summons, and 
to give testimony or answer interrogatories, under oath, respecting 
any objects or income liable to tax or the returns thereof. The col-
lector may summon any person residing or found within the State 
or Territory in which his district lies  and when the person intended 
to be summoned does not reside and can not be found within such 
State or Territory, he may enter any collection district where such 
person may be found and there make the examination herein author-
ized. And to this end he may there exercise all the authority which
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he might lawfully exercise in the district for which he was commis-
sioned: Provided, That ‘person as used in this section, shall be 
construed to include any corporation, joint-stock company or asso-
ciation, or insurance company when such construction is necessary 
to carry out its provisions.

“Sec . 3176. If any person, corporation, company, or association 
fails to make and file a return or list at the time prescribed by law, 
or makes, willfully or otherwise, a false or fraudulent return or list, 
the collector or deputy collector shall make the return or list from his 
own knowledge and from such information as he can obtain through 
testimony or otherwise. Any return or list so made and subscribed 
by a collector or deputy collector shall be prima facie good and suffi-
cient for all legal purposes.

“If the failure to file a return or list is due to sickness or absence 
the collector may allow such further time, not exceeding thirty days, 
for making and filing the return or list as he deems proper.

“The Commissioner of Internal Revenue shall assess all taxes, other 
than stamp taxes, as to which returns or lists are so made by a col-
lector or deputy ‘collector. In case of any failure to make and file a 
return or list within the time prescribed by law or by the collector, 
the Commissioner of Internal Revenue shall add to the tax fifty per 
centum of its amount except that, when a return is voluntarily and 
without notice from the collector filed after such time and it is shown 
that the failure to file it was due to a reasonable cause and not to 
willful neglect, no such addition shall be made to the tax. In case a 
false or fraudulent return or list is willfully made, the Commissioner 
of Internal Revenue shall add to the tax one hundred per centum 
of its amount.

“The amount so added to any tax shall be collected at the same 
time and in the same manner and as part of the tax unless the tax has 
been paid before the discovery of the neglect, falsity, or fraud, in 
which case the amount so added shall be collected in the same manner 
as the tax.”

Seo . 17. That it shall be the duty of every collector of internal 
revenue, to whom any payment of any taxes is made under the pro-
visions of this title, to give to the person making such payment a full 
written or printed receipt, expressing the amount paid and the par-
ticular account for which such payment was made; and whenever 
such payment is made such collector shall, if required, give a separate 
receipt for each tax paid by any debtor, on account of payments made 
to or to be made by him to separate creditors in such form that such 
debtor can conveniently produce the same separately to his several 
creditors in satisfaction of their respective demands to the amounts 
specified in such receipts; and such receipts shall be sufficient evidence 
in favor of such debtor to justify him in withholding the amount 
therein expressed from his next payment to his creditor; but such 
creditor may, upon giving to his debtor a full written receipt, acknowl-
edging the payment to him of whatever sum . may be 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.

Sec . 18. That if any individual liable to make the return or pay 
the tax aforesaid shall refuse or neglect to make such return at the 
time or times hereinbefore specified m each year, he shall be liable to 
a penalty of not less than $20 nor more than $1,000. Any individual 
or any officer of any corporation, joint-stock company or association, 
or insurance company required by law to make, render, sign, or 
verify any return who makes any false or fraudulent return or state-
ment with intent to defeat or evade the assessment required by this 
title to be made shall be guilty of a misdemeanor, and shall be fined 
not exceeding $2,000 or be imprisoned not exceeding one year, or
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both, in the discretion of the court, with the costs of prosecution: 
Provided, That where any tax heretofore due and payable has been 
duly paid by the taxpayer, it shall not be re-collected from any per-
son or corporation required to retain it at its source, nor shall any 
penalty be imposed or collected in such cases from the taxpayer, or 
such person or corporation whose duty it was to retain it, for failure 
to return or pay the same, unless such failure was fraudulent and for 
the purpose of evading payment.

Sec . 19. The collector or deputy collector shall require every 
return to be verified by the oath of the party rendering it. If the 
collector or deputy collector have reason to believe that the amount 
of any income returned is understated, he shall give due notice to the 
person 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. Such person may furnish sworn 
testimony to prove any relevant facts, and, if dissatisfied with the 
decision of the collector, may appeal to the Commissioner of Internal 
Revenue for his decision under such rules of procedure as may be 
prescribed by regulation.

Sec . 20. That jurisdiction is hereby conferred upon the district 
courts of the United States for the district within which any person 
summoned under this title to appear to testify or to produce books 
shall reside, to compel such attendance, production of books, and 
testimony by appropriate process.

Sec . 21. That the preparation and publication of statistics reason-
ably available with respect to the operation of the income tax law and 
containing classifications of taxpayers and of income, the amounts 
allowed as deductions and exemptions, and any other facts deemed 
pertinent and valuable, shall be made annually by the Commissioner 
of Internal Revenue with the approval of the Secretary of the Treasury.

Sec . 22. That all administrative, special, and general provisions of 
law, including the laws in relation to the assessment, remission, collec-
tion, and refund of internal-revenue taxes not heretofore specifically 
repealed and not inconsistent with the provisions of this title, are 
hereby extended and made applicable to all the provisions of this title 
and to the tax herein imposed.

Sec . 23. That the provisions of this title shall extend to Porto Rico 
and the Philippine Islands: Provided, That the administration of the 
law and the collection of the taxes imposed in Porto Rico and the Phil-
ippine Islands shall be by the appropriate internal-revenue officers of 
those governments, and all revenues collected in Porto Rico and the 
Philippine Islands thereunder shall accrue intact to the general Gov-
ernments thereof, respectively: Provided  further, That the jurisdiction 
in this title conferred upon the district courts of the United States 
shall, so far as the Philippine Islands are concerned, be vested in the 
courts of the first instance of said islands: And provided further, That 
nothing in this title shall be held to exclude from the computation of 
the net income the compensation paid any official by the governments 
of the District of Columbia, Porto Rico, and the Philippine Islands, or 
the political subdivisions thereof.

Sec . 24. That Section II of the Act approved October third, nine-
teen hundred and thirteen, entitled “An Act to reduce tariff duties and 
to provide revenue for the Government, and for other purposes,” is 
hereby repealed, except as herein otherwise provided, and except that 
it shall remain in force for the assessment and collection of all taxes 
which have accrued thereunder, and for the imposition and collection 
of all penalties or forfeitures which have accrued or may accrue in rela-
tion to any of such taxes, and except that the unexpended balance of 
any appropriation heretofore made and now available for the admin-
istration of such section or any provision thereof shall be available for 
the administration of this title or the corresponding provision thereof.
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Sec . 25. That income on which has been assessed the tax imposed 

by 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 third, nineteen hundred and thirteen, shall not be 
considered as income within the meaning of this title: Provided, That 
this section shall not conflict with that portion of section ten, of this 
title, under which a taxpayer has fixed its own fiscal year.

TITLE II.—ESTATE TAX.

Sec . 200. That when used in this title—
The term “person” includes partnerships, corporations, and asso-

ciations;
The term “United States” means only the States, the Territories 

of Alaska and Hawaii, and the District of Columbia;
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 col-
lector of internal revenue at Baltimore, Maryland.

Sec . 201. That a tax (hereinafter in this title referred to as the 
tax), equal to the following percentages of the value of the net 
estate, to be determined as provided in section two hundred and 
three, 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:

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

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

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

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

Five per centum of the amount by which such net estate exceeds 
$450,000 and does not exceed $1,000,000;

Six per centum of the amount by which such net estate exceeds 
$1,000,000 and does nor exceed $2,000,000;

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

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

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

Ten per centum of the amount by which such net estate exceeds 
$5,000,000.

Sec . 202. That the value of the gross estate of the decedent shall 
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 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 which the decedent has 
at any time made a transfer, or with respect to which he has created
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a trust, 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 
 fair consideration in money or money’s worth. Any transfer of a 

material part of his 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; and

(c) To the extent of the interest therein held jointly or as tenants 
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.
 For the purpose of this title stock in a domestic corporation owned 

’ and held by a nonresident decedent shall be deemed property within 
the United States, and any property of which the decedent has made 
a transfer or with respect to which he has created a trust, within the 
meaning of subdivision (b) of this section, 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.

Sec . 203. That for the purpose of the tax the value of the net 
' estate shall be determined—

(a) In the case of a resident, by deducting from the value of the 
gross estate—

(1) Such amounts for funeral expenses, administration expenses, 
1 claims against the estate, unpaid mortgages, losses incurred during 
the settlement of the estate arising from fires, storms, shipwreck, or 
other casualty, and from theft, when such losses are not compensated 
for by insurance or otherwise, support during the settlement of the 
estate of those dependent upon the decedent, and such other charges 
against the estate, as are allowed by the laws of the jurisdiction, 
whether within or without the United States, under which the estate 
is being administered; and

(2) An exemption of $50,000;
(b) In the case of a nonresident, by deducting from the value of 

that part of his gross estate which at the time of his death is situated 
 in the United States that proportion of the deductions specified in 
paragraph (1) of subdivision (a) of this section which the value of 
such part bears to the value of his entire gross estate, wherever 
situated. But no deductions shall be allowed in the case of a non-
resident unless the executor includes in the return required to be 
filed under section two hundred and five the value at the time of his 
death of that part of the gross estate of the nonresident not situated 
in the United States.

Sec . 204. That the tax shall be due one year after the decedent’s 
death. If the tax is paid before it is due a discount at the rate of 
five per centum per annum, calculated from the time payment is 
made to the date when the tax is due, shall be deducted. If the tax 
is not paid within ninety days after it is due interest at the rate of 
ten per centum per annum from the time of the decedent’s death shall 
be added as part of the tax, unless because of claims against the 
estate, necessary litigation, or other unavoidable delay the collector 
finds that the tax can not be determined, in which case the interest 
shall be at the rate of six per centum per annum from the time of the 
decedent’s death until the cause of such delay is removed, and there-
after at the rate of ten per centum per annum. Litigation to defeat 
the payment of the tax shall not be deemed necessary litigation.

Sec . 205. That the executor, within thirty days after qualifying 
as such, or after coming into possession of any property of the dece-
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dent, whichever event first occurs, shall give written notice thereof 
to the collector. The executor shall also, at such times and in such 
manner as may be required by the regulations made under this title, 
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 sec-
tion two hundred and three; (c) the value of the net estate of the 
decedent as defined in section two hundred and three; and (d) the 
tax paid or payable thereon; or such part of such information as may 
at the time be ascertainable and such supplemental data as may be 
necessary to establish the correct tax.

Return shall be made in all cases of estates subject to the tax or 
where the gross estate at the death of the decedent exceeds $60,000, 
and in the case of the estate of every nonresident any part of whose 
gross estate is situated in the United States. If the executor is 
unable to make a complete return as to any part of the gross estate 
of the decedent, he shall include in his return a description of such part 
and the name of every person holding a legal or beneficial interest 
therein, and upon notice from the collector such person shall in like 
manner make a return as to such part of the gross estate. The Com-
missioner of Internal Revenue shall make all assessments of the tax 
under the authority of existing administrative special and general 
provisions of law relating to the assessment and collection of taxes.

Sec . 206. That if no administration is granted upon the estate of a 
decedent, or if no return is filed as provided in section two hundred 
and five, or if a return contains a false or incorrect statement of a ma-
terial fact, the collector or deputy collector shall make a return and 
the Commissioner of Internal Revenue shall assess the tax thereon.

Sec . 207. That the executor shall pay the tax to the collector or 
deputy collector. If for any reason the amount of the tax can not 
be determined, the payment of a sum of money sufficient, in the 
opinion of the collector, 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 Commissioner of Internal Revenue shall refund such excess to 
the executor. If the amount of the tax as finally determined exceeds 
the amount so paid the commissioner shall notify the executor of the 
amount of such excess. From the time of such notification to the 
time of the final payment of such excess part of the tax, interest shall 
be added thereto at the rate of ten per centum per annum, and the 
amount of such excess shall be a hen upon the entire gross estate, 
except such part thereof as may have been sold to a bona fide pur-
chaser for a fair consideration in money or money’s worth.

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 
accounts.

Sec . 208. That if the tax herein imposed is not paid within sixty 
days after it is due, the collector shall, unless there is reasonable cause 
for further delay, commence appropriate proceedings in any court of 
the United States, in the name of the United States, to subject the 
property of the decedent to be sold under the judgment or decree of 
the court. From the proceeds of such sale the amount of the tax, 
together with the costs and expenses of every description to be 
allowed by the court, shall be first paid, and the balance shall be 
deposited according to the order of the court, to be paid under its 
direction to the person entitled thereto. If the tax or any part 
thereof is paid by, or collected out of that part of the estate passing to 
or in the possession of, any person other than the executor in his
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capacity as such, such person shall be entitled to reimbursement out 
of any part of the estate still undistributed 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 distri-
bution 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 estate before its distribution.

Sec . 209. That unless the tax is sooner paid in full, it shall be a 
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 
against the estate and expenses of its administration, allowed by any 
court having jurisdiction thereof, shall be divested of such lien.

If the decedent makes a transfer of, or creates a trust with respect 
to, any property in contemplation of or intended to take effect in 
possession or enjoyment at or after his death (except in the case of 
a bona fide sale for a fair consideration in money or money’s worth) 
and if the tax in respect thereto is not paid when due, the transferee 
or trustee shall be personally liable for such tax, and such property, 
to the extent of the decedent’s interest therein at the time of such 
transfer, shall be subject to a like lien equal to the amount of such 
tax. Any part of such property sold by such transferee or trustee 
to a bona fide purchaser for a fair consideration in money or money’s 
worth shall be divested of the lien and a like lien 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 . 210. That whoever knowingly makes any false statement in any 
notice or return required to be filed by this title shall be liable to a 
penalty of not exceeding $5,000, or imprisonment not exceeding one 
year, or both, in the discretion of the court.

Whoever fails to comply with any duty imposed upon him by sec-
tion two hundred and five, or, having in his possession or control 
any record, file, or paper, containing or supposed to contain any 
information concerning the estate of the decedent, fails to exhibit the 
same upon request to the Commissioner of Internal Revenue 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 perform-
ance 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.

Sec . 211. That all administrative, special, and general provisions 
of law, including the laws in relation to the assessment and collection 
of taxes, not heretofore specifically repealed are hereby made to 
apply to this title so far as applicable and not inconsistent with its 
provisions.

Sec . 212. That the Commissioner of Internal Revenue, with the 
approval of the Secretary of the Treasury, shall make such regula-
tions, and prescribe and require the use of such books and forms, 
as he may deem necessary to carry out the provisions of this title.

TITLE HI.—MUNITION MANUFACTURER’S TAX.
Sec . 300. That when used in this title—
The term “person” includes partnerships, corporations, and asso-

ciations;
The term “ taxable year” means the twelve months ending Decem-

ber thirty-first. The first taxable year shall be the twelve months 
ending December thirty-first, nineteen hundred and sixteen; and

The term “United States” means only the States, the Territories 
of Alaska and Hawaii, and the District of Columbia.
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Sec . 301. (1) That every person manufacturing (a) gunpowder 

and other explosives, excepting blasting powder and dynamite used 
for industrial purposes; (b) cartridges, loaded and unloaded,caps 
or primers, exclusive of those used for industrial purposes; (c) pro-
jectiles, shells, or torpedoes of any kind, including shrapnel, loaded 
or unloaded, or fuses, or complete rounds of ammunition; (d) fire-
arms of any kind and appendages, including small arms, cannon, 
machine guns, rifles, and bayonets; (e) electric motor boats, sub-
marine or submersible vessels or boats; or (f) any part of any of the 
articles mentioned in (b), (c), (d), or (e); shall pay for each taxable 
year, in addition to the income tax imposed by Title I, an excise 
tax of twelve and one-half per centum upon the entire net profits 
actually received or accrued for said year from the sale or dispo-
sition of such articles manufactured within the United States: 
Provided, however, That no person shall pay such tax upon net profits 
received during the year nineteen hundred and sixteen derived from 
the sale and delivery of the articles enumerated in this section under 
contracts executed and fully performed by such person prior to 
January first, nineteen hundred and sixteen.

(2) This section shall cease to be of effect at the end of one year 
after the termination of the present European war, which shall be 
evidenced by the proclamation of the President of the United States 
declaring such war to have ended.

Sec . 302. That in computing net profits under the provisions of 
this title, for the purpose of the tax there shall be allowed as deduc-
tions from the gross amount received or accrued for the taxable year 
from the sale or disposition of such articles manufactured within the 
United States, the following items:

(a) The cost of raw materials entering into the manufacture;
(b) Running expenses, including rentals, cost of repairs and main-

tenance, heat, power, insurance, management, salaries, and wages;
(c) Interest paid within the taxable year on debts or loans con-

tracted to meet the needs of the business, and the proceeds of which 
have been actually used to meet such needs;

(d) Taxes of all kinds paid during the taxable year with respect to 
the business or property relating to the manufacture;

(e) Losses actually sustained within the taxable year in connection 
with the business of manufacturing such articles, including losses 
from fire, flood, storm, or other casualty, and not compensated for by 
insurance or otherwise; and

(f) A reasonable allowance according to the conditions peculiar to 
each concern, for amortization of the values of buildings and ma-
chinery, account being taken of the exceptional depreciation of special 
plants.

Sec . 303. If any person manufactures any article specified in sec-
tion three hundred and one and, during any taxable year or part 
thereof, whether under any agreement, arrangement, or understanding, 
or otherwise, sells or disposes of any such article at less than the fair 
market price obtainable therefor, either (a) in such manner as 
directly or indirectly to benefit such person or any person directly or 
indirectly interested in the business of such person, or (b) with 
intent to cause such benefit, the gross amount received or accrued for 
such year or part thereof from the sale or disposition of such article 
shall be taken to be the amount which would have been received or 
accrued from the sale or disposition of such article if sold at the fair 
market price.

Sec . 304. On or before the first day of March, nineteen hundred 
and seventeen, and the first day of March in each year thereafter, a 
true and accurate return under oath shall be made by each person 
manufacturing articles specified in section three hundred and one to 
the collector of internal revenue for the district in which such person
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has his principal office or place of business, in such form as the Com-
missioner of Internal Revenue, with the approval of the Secretary 
of the Treasury, shall prescribe, setting forth specifically the gross 
amount of income received or accrued from the sale or disposition of 
the articles specified in section three hundred and one, and from the 
total thereof deducting the aggregate items of allowance authorized 
in section three hundred and two, and such other particulars as to 
the gross receipts and items of allowance as the Commissioner of 
Internal Revenue, with the approval of the Secretary of the Treasury, 
may require.

Sec . 305. All such returns shall be transmitted forthwith by the 
collector to the Commissioner of Internal Revenue, who shall, as 
soon as practicable, assess the tax found due and notify the person 
making such return of the amount of tax for which such person is 
liable, and such person shall pay the tax to the collector on or before 
thirty days from the date of such notice.

Sec . 306. If the Secretary of the Treasury or the Commissioner of 
Internal Revenue shall have reason to be dissatisfied with the return 
as made, or if no return is made, the commissioner is authorized to 
make an investigation and to determine the amount of net profits 

’ and may assess the proper tax accordingly. He shall notify the 
person making, or who should have made, such return and shall 
proceed to collect the tax in the same manner as provided in this title, 
unless the person so notified shall file a written request for a hearing 
with the commissioner within thirty days after the date of such 
notice; and on such hearing the burden of establishing to the satis-
faction of the commissioner that the gross amount received or accrued 
or the amount of net profits, as determined by the commissioner, is 
incorrect, shall devolve upon such person.

Sec . 307. The tax may be assessed on any person for the time 
being owning or carrying on the business, or on any person acting 
as agent for that person in carrying on the business, or where a busi-
ness has ceased, on the person who owned or carried on the business, 
or acted as agent in carrying on the business immediately before 
the time at which the business ceased.

Sec . 308. For the purpose of carrying out the provisions of this 
title the Commissioner of Internal Revenue is authorized, person-
ally or by his agent, to examine the books, accounts, and records of 
any person subject to this tax.

Sec . 309. No person employed by the United States shall com-
municate, or allow to be communicated to any person not legally 
entitled thereto, any information obtained under the provisions of 
this title, or allow any such person to inspect or have access to any 
return furnished under the provisions of this title.

Sec . 310. Whoever violates any of the provisions of this title or 
the regulations made thereunder, or who knowingly makes false 
statements in any return, or refuses to give such information as may 
be called for, is guilty of a misdemeanor, and upon conviction shall, 
in addition to paying any tax to which he is liable, be fined not more 
than $10,000, or imprisoned not exceeding one year, or both, in the 
discretion of the court.

Sec . 311. All administrative, special, and general provisions of 
law, relating to the assessment and collection of taxes not spe-
cifically repealed, are hereby made to apply to this title so far as 
applicable and not inconsistent with its provisions.

Sec . 312. The Commissioner of Internal Revenue, with the ap-
proval of the Secretary of the Treasury, shall make all necessary 
regulations for carrying out the provisions of this title, and may 
require any person subject to such provisions to furnish him with 
further information whenever in his judgment the same is necessary 
to collect the tax provided for herein.
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TITLE IV.—MISCELLANEOUS TAXES.

Sec . 400. That there shall be levied, collected, and paid a tax of 
$1.50 on all beer, lager beer, ale, porter, and other similar fermented 
liquor, brewed or manufactured and sold, or stored in warehouse, or 
removed for consumption or sale, within the United States, by what-
ever name such liquors may be called, 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. 
And section thirty-three hundred and thirty-nine of the Revised 
Statutes is hereby amended accordingly.

Sec . 401. That natural wine within the meaning of this Act shall 
be deemed to be the product made from the normal alcoholic fermen-
tation of the juice of sound, ripe grapes, without addition or abstrac-
tion, except such as may occur in the usual cellar treatment of clarify-
ing and aging: Provided, however, That the product made from the 
juice of sound, ripe grapes by complete fermentation of the 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 ninety-five per centum of 
actual sugar, calculated on a dry basis) to the must or to the wine, to 
correct natural deficiencies, when such addition shall not increase the 
volume of the resultant product more than thirty-five per centum, 
and the resultant product does not contain less than five parts per 
thousand of acid before fermentation and not more than thirteen per 
centum 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 pro-
duced, and may be further qualified by the name of its own particular 
type or variety: And provided further, That wine as defined in this 
section may be sweetened with cane sugar or beet sugar or pure con-
densed 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.

Sec . 402. (a) That upon all still wines, including vermuth, and 
upon all artificial or imitation wines or compound sold as wine here-
after produced in or imported into the United States, and upon all 
like wines which on the date this section takes effect shall be in the 
possession or under the control of the producer, holder, dealer, or 
compounder there shall be levied, collected, and paid taxes at rates 
as follows:

On wines containing not more than fourteen per centum of abso-
lute alcohol, 4 cents per wine gallon, the per centum of alcohol tax-
able under this section to be reckoned by volume and not by weight.

On wines containing more than fourteen per centum and not ex-
ceeding twenty-one per centum of absolute alcohol, 10 cents per wine 
gallon.

On wines containing more than twenty-one per centum and not 
exceeding twenty-four per centum of absolute alcohol, 25 cents per 
wine gallon.

All such wines containing more than twenty-four per centum of 
absolute alcohol by volume shall be classed as distilled spirits and 
shall pay tax accordingly: Provided, That on all unsold still wines in 
the actual possession of the producer at the time this title takes effect, 
upon which the tax imposed by the Act approved October twenty- 
second, nineteen hundred and fourteen, entitled “An Act to increase 
the internal revenue and for other purposes,” and the joint resolu-
tion approved December seventeenth, nineteen hundred and fifteen, 
entitled “Joint resolution extending the provisions of the Act en-
titled ‘An Act to increase the internal revenue, and for other purposes,’
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approved October twenty-second, nineteen hundred and fourteen, to 
December thirty-first, nineteen hundred and sixteen,” has been as-
sessed, the tax so assessed shall be abated, or, if paid, refunded under 
such regulations as the Commissioner of Internal Revenue, with the 
approval of the Secretary of the Treasury, may prescribe.

(b) That the taxes imposed by this section shall be paid by stamp 
on removal of the wines from the customshouse, winery, or other 
bonded place of storage for consumption or sale, and every person 
hereafter producing, or having in his possession or under his control 
when this section takes effect, any wines subject to the tax imposed 
in this section 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 contain-
ing such wine such marks, labels, or stamps as the Commissioner of 
Internal Revenue, with the approval of the Secretary of the Treasury, 
may from time to time prescribe; and the premises described in such 
notice shall, for the purpose of this section, be regarded as bonded 
premises. But the provisions of this subdivision of this section, 
except as to payment of tax and the affixing of the required stamps 
or labels, shall not apply to wines held by retail dealers, as defined 
in section thirty-two hundred and forty-four of the Revised Statutes 
of the United States, nor, subject to regulations prescribed by the 
Commissioner of Internal Revenue, with the approval of the Secretary 
of the Treasury, shall the tax imposed by this section apply to wines 
produced for the family use of the producer thereof and not sold or 
otherwise removed from the place of manufacture and not exceeding 
in any case two hundred gallons per year. The Commissioner of 
Internal Revenue is hereby authorized to have prepared and issue 
such stamps denoting payment of the tax imposed by this section 
as he may deem requisite and necessary; and until such stamps are 
provided the taxes imposed by this section shall be assessed and col- 
ected as other taxes are assessed and collected, and all provisions of 
aw relating to assessment and collection of taxes, so far as applicable, 

are hereby extended to the taxes imposed by this section.
(c) That under such regulations and official supervision and upon 

the giving of such notices, entries, bonds, and other security as the 
Commissioner of Internal Revenue, with the approval of the Secre-
tary of the Treasury, may prescribe, any producer of wines defined 
under the provisions of this section or section four hundred and one 
of this Act, may withdraw from any fruit distillery or special bonded 
warehouse grape brandy, or wine spirits, for the fortification of such 
wines on the premises where actually made: Provided, That there 
shall be levied and assessed against the producer of such wines a 
tax of 10 cents per proof gallon of grape brandy or wine spirits so 
used by him in the fortification of such wines during the preceding 
month, which assessment shall be paid by him within six months 
from the date of notice thereof: Provided further, That nothing herein 
contained shall be construed as exempting any wines, cordials, 
liqueurs, or similar compounds from the payment of any tax provided 
for in this section.

That sections forty-two, forty-three, and forty-five of the Act of 
October first, eighteen hundred and ninety, as amended by section 
sixty-eight of the Act of August twenty-seventh, eighteen hundred 
and ninety-four, are further amended to read as follows:

“Seo . 42. That any producer of pure sweet wines may use in the 
preparation of such sweet wines, under such regulations and after 
the 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
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by any duly authorized distiller, and the Commissioner of Internal 
Revenue, in determining the liability of any distiller of wine spirits to 
assessment under section thirty-three hundred and nine of the Re-
vised Statutes, is authorized to allow such distiller credit in his com-
putations for the wine spirits withdrawn to be used in fortifying sweet 
wines under this Act.

“Sec . 43. That the wine spirits mentioned in section forty-two 
herein mentioned is the product resulting from the distillation of 
fermented grape juice, to which water may have been added prior to, 
during, or after fermentation, 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 -been colored with burnt sugar or caramel; and the 
pure sweet wine which may be fortified with wine spirits under the 
provisions of this Act is fermented or partially fermented grape 
juice only, with the usual cellar treatment, and shall contain no 
other substance whatever introduced before, at the time of, or after 
fermentation, except as herein expressly provided: Provided, That the 
addition of pure boiled or condensed grape must or pure crystallized 
cane or beet sugar, or pure dextrose sugar containing, respectively, 
not less than ninety-five per centum of actual sugar, calculated on a 
dry basis, or water, or any or all of them, to the pure grape juice 
before fermentation, or to the fermented product of such grape 
juice, or to both, prior to the fortification herein provided for, 
either for the purpose of perfecting sweet wines according to com-
mercial standards or for mechanical purposes, shall not be excluded 
by the definition of pure sweet wine aforesaid: Provided, however, 
That the cane or beet sugar, or pure dextrose sugar added for sweeten-
ing purposes shall not be in excess of eleven per centum of the weight 
of the wine to be fortified: And provided further, That the addition of 
water herein authorized shall be under such regulations as the Com-
missioner of Internal Revenue, with the approval of the Secretary of 
the Treasury, may from time to time prescribe: Provided, however, 
That records kept in accordance with such regulations as to the 
percentage of saccharine, acid, alcoholic, and added water content 
of the wine offered for fortification shall be open to inspection by any 
official of the Department of Agriculture thereto duly authorized by 
the Secretary of Agriculture; but in no case shall such wines to which 
water has been added be eligible for fortification under the provisions 
of this Act, where the same, after fermentation and before fortifica-
tion, have an alcoholic strength of less than five per centum of their 
volume.

“ Sec . 45. That under such regulations and official supervision, and 
upon the execution of such entries and the giving of such bonds, bills 
of lading, and other security as the Commissioner of Internal Revenue, 
with the approval of the Secretary of the Treasury, shall prescribe, any 
producer of pure sweet wines as defined by this Act may withdraw 
wine spirits from any special bonded warehouse in original packagesor 
from any registered distillery in any quantity not less than eighty wine 
gallons, and may use so much of the same as may be required by him 
under such regulations, and after the fifing of such notices and bonds 
and the keeping of such records and the rendition of such reports as 
to materials and products and the disposition of the same as the Com-
missioner of Internal Revenue, with the approval of the Secretary of 
the Treasury, shall prescribe, in fortifying the pure sweet wines made 
by him, and for no other purpose, in accordance with the foregoing 
limitations and provisions; and the Commissioner of Internal Revenue, 
with the approval of the Secretary of the Treasury, is authorized when-
ever he shall deem it to be necessary for the prevention of violations 
of this law to prescribe that wine spirits withdrawn under this section

91890°—VOL 39—PT 1-----50

MISCELLANEOUS
' TAXES.
। Allowance to distiller 

for spirits withdrawn.
R. S., sec. 3309. p. 

. 641.

Wine spirits defined.
, Vol. 38, p. 747, 

amended.
Ante, p. 784.

Brandy included.

Pure sweet wine de-
fined.

Provisos.
Additions of sugar, 

etc., allowed.

Sugar limitation.

Addition of water.

Regulations and in-
spection.

Minimum alcoholic 
strength.

Withdrawal of wine 
spirits by producer of 
pure sweet wines.

Vol. 38, p. 748, amend-
ed.

Regulations, etc.

Restriction on place 
of withdrawal, etc.



786 SIXTY-FOURTH CONGRESS. Ses s . I. Ch . 463. 1916.

MISCELLANEOUS 
TAXES.

Supervision by inter-
nal revenue officers.

Regulation and in-
spection.

Withdrawal of do-
mestic wines for stor-
age.

Provisos.
Limitation.
For export, etc.

Tax when used for 
material, by distiller.

R. S., sec.3309,p.641.

Tax on sparkling 
wines, etc.

Vol. 38, p.746,amend 
ed.

Champagne.

Artificially carbon-
ated.

Liqueurs, cordials, 
etc.

Not applicable if tax 
paid under emergency 
Act.

Vol. 38, p. 746.
Ante, p. 2.

shall not be used to fortify wines except at a certain distance pre-
scribed by him from any distillery, rectifying house, winery, or other 
establishment used for producing or storing distilled spirits, or for 
making or storing wines other than wines which are so fortified, and 
that in the building in which such fortification of wines is practiced 
no wines or spirits other than those permitted by this regulation shall 
be stored in any room or part of the building in which fortification of 
wines is practiced. The use of wine spirits for the fortification of 
sweet wines under this Act shall be under the immediate supervision 
of an officer of internal revenue, who shall make returns describing 
the kinds and quantities of wine so fortified, and shall affix such 
stamps and seals to the packages containing such wines as may be 
prescribed by the Commissioner of Internal Revenue, with the ap-
proval of the Secretary of the Treasury; and the Commissioner of 
Internal Revenue, with the approval of the Secretary of the Treasury, 
shall provide by regulations the time within which wines so fortified 
with the wine spirits so withdrawn may be subject to inspection, 
and for final accounting for the use of such wine spirits and for 
rewarehousing or for payment of the tax on any portion of such wine 
spirits which remain not used in fortifying pure sweet wines.”

(d) That under such regulations and upon the execution of such 
notices, entries, bonds, and other security as the Commissioner of 
Internal Revenue, with the approval of the Secretary of the Treasury, 
may prescribe, domestic wines subject to the tax imposed by this 
section may be removed from the winery where produced, free of 
tax, for storage on other bonded premises or from said premises to 
other bonded premises: Provided, That not more than one such ad-
ditional removal shall be allowed, or for exportation from the United 
States or for use as distilling material at any regularly registered dis-
tillery: Provided, however, That the distiller using any such wine as 
material shall, subject to the provisions of section thirty-three hun-
dred and nine of the Revised Statutes of the United States, as 
amended, be held to pay the tax on the product of such wines as will 
include both the alcoholic strength therein produced by fermenta-
tion and that obtained from the brandy or wine spirits added to such 
wines at the time of fortification.

(e) That upon all domestic and imported sparkling wines, liqueurs, 
cordials, and similar compounds remaining in the hands of dealers 
when this section takes effect, or thereafter removed from the place 
of manufacture or storage for sale or consumption, there shall be levied 
and paid, by stamp, taxes as follows:

On each bottle or other container of champagne or sparkling wine, 
3 cents on each one-half pint or fraction thereof.

On each bottle or other container of artificially carbonated wine, 
cents on each one-half pint or fraction thereof.

On each bottle or other container of liqueurs, cordials, or similar 
compounds, by whatever name sold or offered for sale, containing 
sweet wine, fortified with grape brandy under the provisions of para-
graph (c) of this section, 1 cents on each one-half pint or fraction 
thereof.

The taxes imposed by this section shall not apply to wines, liqueurs, 
or cordials on which the tax imposed by the Act approved October 
twenty-second, nineteen hundred and fourteen, entitled “An Act to 
increase the internal revenue, and for other purposes,” and the joint 
resolution approved December seventeenth, nineteen hundred and 
fifteen, entitled “Joint resolution extending the provisions of the Act 
entitled ‘An Act to increase the internal revenue, and for other pur-
poses,’ approved October twenty-second, nineteen hundred and 
fourteen, to December thirty-first, nineteen hundred and sixteen,” 
has been paid by stamp.
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The Commissioner of Internal Revenue, with the approval of the 
Secretary of the Treasury, is hereby authorized to have prepared 
suitable revenue stamps denoting the payment of the taxes imposed 
by this section; and all provisions of law relating to internal-revenue 
stamps, so far as applicable, are hereby extended to the taxes imposed 
by this section: Provided, That the collection of the tax herein pre-
scribed on imported still wines, including vermouth, and sparkling 
wines, including champagne, and on imported liqueurs, cordials, and 
similar compounds, may be made within the discretion of the Com-
missioner of Internal Revenue, with the approval of the Secretary 
of the Treasury, by assessment instead of by stamps.

(f) That any person who shall evade or attempt to evade the tax 
imposed by this section, or any requirement of this section or regu-
lation issued pursuant thereof, or who shall, otherwise than provided 
in this section, recover or attempt to recover any spirits from domes-
tic or imported wine, or who shall rectify, mix, or compound with 
distilled spirits any domestic wines, other than in the manufacture 
of liqueurs, cordials, or similar compounds taxable under the provi-
sions of this section, shall, on conviction, be punished for each such 
offense by a fine of not exceeding $5,000, or imprisonment for not 
more than five years, or both, and all wines, spirits, liqueurs, cordials, 
or similar compounds as to which such violation occurs shall be 
forfeited to the United States. But the provision of this subdivision 
of this section and the provision of section thirty-two hundred and 
forty-four of the Revised Statutes of the United States, as amended, 
relating to rectification, or other internal-revenue laws of the United 
States, shall not be held to apply to or prohibit the mixing or blend-
ing of wines subject to tax under the provisions of this section with 
each other or with other wines for the sole purpose of perfecting such 
wines according to commercial standards: Provided, That nothing 
herein contained shall be construed as prohibiting the use of tax-paid 
grain or other ethyl alcohol in the fortification of sweet wines as 
defined in section fifty-three of this Act.

(g) That the Commissioner of Internal Revenue, by regulations 
to be approved by the Secretary of the Treasury, may require the 
use at each fruit distillery of such spirit meters, and such locks and 
seals to be affixed to fermenters, tanks, or other vessels and to such 
pipe connections as may in his judgment be necessary or expedient; 
and the said commissioner is hereby authorized to assign to any 
such distillery and to each winery where wines are to be fortified 
such number of gaugers or storekeeper-gaugers in the capacity of 
gaugers as may be necessary for the proper supervision of the manu-
facture of brandy or the making or fortifying of wines subject to tax 
imposed by this section; and the compensation of such officers shall 
not exceed $5 per diem while so assigned, together with their actual 
and necessary traveling expenses, and also a reasonable allowance 
for their board bills, to be fixed by the Commissioner of Internal 
Revenue, with the approval of the Secretary of the Treasury, but not 
to exceed $2.50 per diem for said board bills.

(h) That the Commissioner of Internal Revenue, with the approval 
of the Secretary of the Treasury, is hereby authorized to make such 
allowances for unavoidable loss of wines while on storage or during 
cellar treatment as in his judgment may be just and proper, and to 
prepare all necessary regulations for carrying into effect the provisions 
of this section.

(i) That the second paragraph of section thirty-two hundred and 
sixty-four, Revised Statutes of the United States of America, as 
amended by section five of the Act of March first, eighteen hundred 
and seventy-nine, and as further amended by the Act of Congress
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approved June twenty-second, nineteen hundred and ten, be amended 
so as to read as follows:

“In all surveys forty-five gallons of mash or beer brewed or fer- 
 mented from grain shall represent not less than one bushel of grain, 
and seven gallons of mash or beer brewed or fermented from molasses 
shall represent not less than one gallon of molasses, except in distil-
leries operated on the sour-mash principle, in which distilleries sixty 
gallons of beer brewed or fermented from grain shall represent not 

 less than one bushel of grain, and except that in distilleries where the 
filtration-aeration process is used, with the approval of the Commis- 
sioner of Internal Revenue; that is, where the mash after it leaves 
the mash tub is passed through a filtering machine before it is run 
into the fermenting tub, and only the filtered liquor passes into the 

' fermenting tub, there shall hereafter be no limitation upon the num-
ber of gallons of water which may be used in the process of mashing 
or filtration for fermentation; but the Commissioner of Internal Reve-
nue, with the approval of the Secretary of the Treasury, in order to 
protect the revenue, shall be authorized to prescribe by regulation, 

. to be made by him, such character of survey as he may find suitable 
for distilleries using such filtration-aeration process. The provisions 
hereof relating to filtration-aeration process shall apply only to 
sweet-mash distilleries.”

Sec . 403. That under such regulations as the Commissioner of 
Internal Revenue, with the approval of the Secretary of the Treasury, 
may prescribe, alcohol or other distilled spirits of a proof strength of 
not less than one hundred and eighty degrees intended for export 
free of tax may be drawn from receiving cisterns at any distillery, or 
from storage tanks in any distillery warehouse, for transfer to tanks 
or tank cars for export from the United States, and all provisions of 
existing law relating to the exportation of distilled spirits not incon-
sistent herewith shall apply to spirits removed for export under the 
provisions of this Act.

Sec . 404. That section thirty-two hundred and fifty-five of the 
Revised Statutes as amended by Act of June third, eighteen hundred 
and ninety-six, and as further amended by Act of March second, 
nineteen hundred and eleven, be further amended so as to read as 
follows:

“Sec . 3255. The Commissioner of Internal Revenue, with the 
approval of the Secretary of the Treasury, may exempt distillers of 
brandy made exclusively from apples, peaches, grapes, pears, pine-
apples, oranges, apricots, berries, plums, pawpaws, persimmons, 
prunes, figs, or cherries from any provision of this title relating to the 
manufacture of spirits, except as to the tax thereon, when in his 
judgment it may seem, expedient to do so: Provided, That where, in 
manufacture of wine, artificial sweetening has been used the wine or 
the fruit pomace residuum may be used in the distillation of brandy, 
as such use shall not prevent the Commissioner of Internal Revenue, 
with the approval of the Secretary of the Treasury, from exempting 
such distiller from any provision of this title relating to the manu-
facture of spirits, except as to the tax thereon, when in his judgment 
it may seem expedient to do so: And provided further, That the dis-
tillers mentioned in this section may add to not less than five hundred 
gallons (or ten barrels) of grape cheese not more than five hundred 
gallons of a sugar solution made from cane, beet, starch, or corn 
sugar, ninety-five per centum pure, such solution to have a saccharine 
strength of not to exceed ten per centum, and may ferment the 
resultant mixture on a winery or distillery premises, and such fer-
mented product shall be regarded as distilling material.”

Sec . 405. That distilled spirits known commercially as gin of not 
less than eighty per centum proof may at any time within eight years
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after entry in bond at any distillery be bottled in bond at such dis-
tillery for export without the payment of tax, under such rules and 
regulations as the Commissioner of Internal Revenue, with the ap-
proval of the Secretary of the Treasury, may prescribe.

Sec . 406. That section thirty-three hundred and fifty-four of the 
Revised Statutes of the United States as amended by the Act approved 
June eighteenth, eighteen hundred and ninety, be, and is hereby, 
amended to read as follows:

“Sec . 3354. Every person who withdraws any fermented liquor 
from any hogshead, barrel, keg, or other vessel upon which the 
proper stamp has not been affixed for the purpose of bottling the 
same, or who carries on or attempts to carry on the business of bot-
tling fermented liquor in any brewery or other place in which fer-
mented liquor is made, or upon any premises having communication 
with such brewery, or any warehouse, shall be liable to a fine of $500, 
and the property used in such bottling or business shall be liable to 
forfeiture: Provided, however, That this section shall not be construed 
to prevent the withdrawal and transfer of unfermented, partially 
fermented, or fermented liquors from any of the vats in any brewery 
by way of a pipe line or other conduit to another building or place for 
the sole purpose of bottling the same, such pipe line or conduit to be 
constructed and operated in such manner and with such cisterns, 
vats, tanks, valves, cocks, faucets, and gauges, or other utensils or 
apparatus, either on the premises of the brewery or the bottling house, 
and with such changes of or additions thereto, and such locks, seals, 
or other fastenings, and under such rules and regulations as shall be 
from time to time prescribed by the Commissioner of Internal 
Revenue, subject to the approval of the Secretary of the Treasury, and 
all locks and seals prescribed shall be provided by the Commissioner 
of Internal Revenue at the expense of the United States: Provided 

further, That the tax imposed in section thirty-three hundred and 
thirty-nine of the Revised Statutes of the United States shall be paid 
on ah fermented liquor removed from a brewery to a bottling house 
by means of a pipe or conduit, at the time of such removal, by the 
cancellation and defacement, by the collector of the district or his 
deputy, in the presence of the brewer, of the number of stamps 
denoting the tax on the fermented liquor thus removed. The 
stamps thus canceled and defaced shall be disposed of and accounted 
for in the manner directed by the Commissioner of Internal Revenue, 
with the approval of the Secretary of the Treasury. And any viola-
tion of the rules and regulations hereafter prescribed by the Commis-
sioner of Internal Revenue, with the approval of the Secretary of the 
Treasury, in pursuance of these provisions, shall be subject to the 
penalties above provided by this section. Every owner, agent, or 
superintendent of any brewery or bottling house who removes, or 
connives at the removal of, any fermented liquor through a pipe line 
or conduit, without payment of the tax thereon, or who attempts in 
any manner to defraud the revenue as above, shall forfeit all the 
liquors made by and for him, and all the vessels, utensils, and 
apparatus used in making the same.”

SPECIAL TAXES.

Sec . 407. That on and after January first, nineteen hundred and 
seventeen, special taxes shall be, and hereby are, imposed annually, 
as follows, that is to say:

Every corporation, joint-stock company or association, now or 
hereafter organized in the United States for profit and having a capital 
stock represented by shares, and every insurance company, now or 
hereafter organized under the laws of the United States, or any State 
or Territory of the United States, shall pay annually a special excise
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tax with, respect to the carrying on or doing business by such corpora-
tion, joint-stock company or association, or insurance company, 
equivalent to 50 cents for each $1,000 of the fair value of its capital 
stock and in estimating the value of capital stock the surplus and undi-
vided profits shall be included: Provided, That in the case of insurance 
companies such deposits and reserve funds as they are required by 
law or contract to maintain or hold for the protection of or payment 
to or apportionment among policyholders shall not be included. 
The amount of such annual tax shall in all cases be computed on the 
basis of the fair average value of the capital stock for the preceding 
year: Provided, That for the purpose of this tax an exemption of 
$99,000 shall be allowed from the capital stock as defined in this 
paragraph of each corporation, joint-stock company or association, or 
insurance company: Provided further, That a corporation, joint-stock 
company or association, or insurance company x actually paying the 
tax imposed by section three hundred and one of Title III of this Act 
shall be entitled to a credit as against the tax imposed by this para-
graph equal to the amount of the tax so actually paid: And provided 
further, That this tax shall not be imposed upon any corporation, 
joint-stock company or association, or insurance company not en-
gaged in business during the preceding taxable year, or which is 
exempt under the provisions of section eleven, Title I, of this Act.

Every corporation, joint-stock company or association, or insur-
ance company, now or hereafter organized for profit under the laws 
of any foreign country and engaged in business in the United States 
shall pay annually a special excise tax with respect to the carrying on 
or doing business in the United States by such corporation, joint- 
stock company or association, or insurance company, equivalent to 
50 cents for each $1,000 of the capital actually invested in the trans-
action of its business in the United States: Provided, That in the 
case of insurance companies such deposits or reserve funds as they 
are required by law or contract to maintain or hold in the United 
States for the protection of or payment to or apportionment among 
policyholders, shall not be included. The amount of such annual 
tax shall in all cases be computed on the basis of the average amount 
of capital so invested during the preceding year: Provided, That for 
the purpose of this tax an exemption from the amount of capital so 
invested shall be allowed equal to such proportion of $99,000 as the 
amount so invested bears to the total amount invested in the trans-
action of business in the United States or elsewhere: Provided, fur-
ther, That this exemption shall be allowed only if such corporation, 
joint-stock company or association, or insurance company makes 
return to the Commissioner of Internal Revenue, under regulations 
prescribed by him, with the approval of the Secretary of the Treas-
ury, of the amount of capital invested in the transaction of business 
outside the United States: And provided further, That a corporation, 
joint-stock company or association, or insurance company actually 
paying the tax imposed by section three hundred and one of Title HI 
of this act, shall be entitled to a credit as against the tax imposed by 
this paragraph equal to the amount of the tax so actually paid: 
And provided further, That this tax shall not be imposed upon any 
corporation, joint-stock company or association, or insurance com-
pany not engaged in business during the preceding taxable year, or 
which is exempt under the provisions of section eleven, Title I, of 
this Act.

Second. Brokers shall pay $30. Every person, firm, or company, 
whose business it is to negotiate purchases or sales of stocks, bonds, 
exchange, bullion, coined money, bank notes, promissory notes, or 
other securities, for others, shall be regarded as a broker.

Third. Pawnbrokers shall pay $50. Every person, firm, or com-
pany whose business or occupation it is to take or receive, by way of
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pledge, pawn, or exchange, any goods, wares, or merchandise, or any 
kind of personal property whatever, as security for the repayment of 
money loaned thereon, shall be deemed a pawnbroker.

Fourth. Ship brokers shall pay $20. Every person, firm, or com-
pany whose business it is as a broker to negotiate freights and other 
business for the owners of vessels, or for the shippers or consignors 
or consignees of freight carried by vessels, shall be regarded as a 
ship broker under this section.

Fifth. Customhouse brokers shall pay $10. Every person, firm, 
or company whose occupation it is, as the agent of others, to arrange 
entries and other customhouse papers, or transact business at any 
port of entry relating to the importation or exportation of goods, 
wares, or merchandise, shall be regarded as a customhouse broker.

Sixth. Proprietors of theaters, museums, and concert halls, where 
a charge for admission is made, having a seating capacity of not more 
than two hundred and fifty, shall pay $25; having a seating capacity 
of more than two hundred and fifty and not exceeding five hundred, 
shall pay $50; having a seating capacity exceeding five hundred and 
not exceeding eight hundred, shall pay $75; having a seating capac-
ity of more than eight hundred, shall pay $100. Every edifice 
used for the purpose of dramatic or operatic or other representations, 
plays, or performances, for admission to which entrance money is 
received, not including halls or armories rented or used occasionally 
for concerts or theatrical representations, shall be regarded as a 
theater: Provided, That in cities, towns, or villages of five thousand 
inhabitants or less the amount of such payment shall be one-half of 
that above stated: Provided further, That whenever any such edifice 
is under lease at the passage of this Act, the tax shall be paid by the 
lessee, unless otherwise stipulated between the parties to said lease.

Seventh. The proprietor or proprietors of circuses shall pay $100. 
Every building, space, tent, or area where feats of horsemanship or 
acrobaticsports or theatrical performances not otherwise provided for 
in this section are exhibited shall be regarded as a circus: Provided, 
That no special tax paid in one State, Territory, or the District of 
Columbia shall exempt exhibitions from the tax in another State, 
Territory, or the District of Columbia, and but one special tax 
shall be imposed for exhibitions within any one State, Territory, or 
District.

Eighth. Proprietors or agents of all other public exhibitions or 
shows for money not enumerated in this section shall pay $10: Pro-
vided, That a special tax paid in one State, Territory, or the District 
of Columbia shall not exempt exhibitions from the tax in another 
State, Territory, or the District of Columbia, and but one special 
tax shall be required for exhibitions within any one State, Territory, 
or the District of Columbia: Provided further, That this paragraph 
shall not apply to Chautauquas, lecture lyceums, agricultural or 
industrial fairs, or exhibitions held under the auspices of religious or 
charitable associations: Provided further, That an aggregation of 
entertainments, known as a street fair, shall not pay a larger tax 
than $100 in any State, Territory, or in the District of Columbia.

Ninth. Proprietors of bowling alleys and billiard rooms shall pay 
$5 for each alley or table. Every building or place where bowls are 
thrown or where games of billiards or pool are played, except in private 
homes, shall be regarded as a bowling alley or a billiard room, respec-
tively.

Sec . 408. That on and after January first, nineteen hundred and 
seventeen, special taxes on tobacco, cigar, and cigarette manufac-
turers shall be, and hereby are, imposed annually as follows, the 
amount of such annual taxes to be computed in all cases on the basis 
of the annual sales for the preceding fiscal year:

Manufacturers of tobacco whose annual sales do not exceed fifty 
thousand pounds shall each pay $3;
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Manufacturers of tobacco whose annual sales exceed fifty thousand 
and do not exceed one hundred thousand pounds shall each pay $6;

Manufacturers of tobacco whose annual sales exceed one hundred 
thousand and do not exceed two hundred thousand pounds shall 
each pay $12;

Manufacturers of tobacco whose annual sales exceed two hundred 
thousand pounds shall each pay at the rate of 8 cents per thousand 
pounds, or fraction thereof;

Manufacturers of cigars whose annual sales do not exceed fifty 
thousand cigars shall each pay $2;

Manufacturers of cigars whose annual sales exceed fifty thousand 
and do not exceed one hundred thousand cigars shall each pay $3;

Manufacturers of cigars whose annual sales exceed one hundred 
thousand and do not exceed two hundred thousand cigars shall each 
pay $6;

Manufacturers of cigars whose annual sales exceed two hundred 
thousand and do not exceed four hundred thousand cigars shall each 
pay $12;

Manufacturers of cigars whose annual sales exceed four hundred 
thousand cigars shall each pay at the rate of 5 cents per thousand 
cigars, or fraction thereof;

Manufacturers of cigarettes, including small cigars weighing not 
more than three pounds per thousand, shall each pay at the rate of 
3 cents for every ten thousand cigarettes, or fraction thereof.

In arriving at the amount of special tax to be paid under this sec-
tion, and in the levy and collection of such tax, each person, firm, or 
corporation engaged in the manufacture of more than one of the 
classes of articles specified in this section shall be considered and 
deemed a manufacturer of each class separately.

Every person who carries on any business or occupation for which 
special taxes are imposed by this title, without having paid the 
special tax therein provided, shall, besides being liable to the pay-
ment of such special tax, be deemed guilty of a misdemeanor, and 
upon conviction thereof shall pay a fine of not more than $500, or be 
imprisoned not more than six months, or both, in the discretion of 
the court.

Sec . 409. That all administrative or special provisions of law, 
including the law relating to the assessment of taxes, so far as appli-
cable, are hereby extended to and made a part of this title, and every 
person, firm, company, corporation, or association liable to any tax 
imposed by this title, shall keep such records and render, under oath, 
such statements and returns, and shall comply with such regulations 
as the Commissioner of Internal Revenue, with the approval of the 
Secretary of the Treasury, may from time to time prescribe.

Sec . 410. That the Act approved October twenty-second, nineteen 
hundred and fourteen, entitled “An Act to increase the internal 
revenue, and for other purposes,” and the joint resolution approved 
December seventeenth, nineteen hundred and fifteen, entitled 
“Joint resolution extending the provisions of the Act entitled ‘An 
Act to increase the internal revenue, and for other purposes,’ ap-
proved October twenty-second, nineteen hundred and fourteen, to 
December thirty-first, nineteen hundred and sixteen,” are hereby 
repealed, except sections three and four of such Act as so extended, 
which sections shall remain in force till January first, nineteen 
hundred and seventeen, and except that the provisions of the said 
Act shall remain in force for the assessment and collection of all 
special taxes imposed by sections three and four thereof, or by such 
sections as extended by said joint resolution, for any year or part 
thereof ending prior to January first, nineteen hundred and seven-
teen, and of all other taxes imposed by such Act, or by such Act as 
so extended, accrued prior to the taking effect of this title, and for
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the imposition and collection of all penalties or forfeitures which 
have accrued or may accrue in relation to any of such taxes.

Sec . 411. That the Commissioner of Internal Revenue, subject to 
regulation prescribed by the Secretary of the Treasury, may make 
allowance for or redeem stamps, issued, under authority of the Act 
approved October twenty-second, nineteen hundred and fourteen, 
entitled “An Act to increase the internal revenue, and for other 
purposes,” and the joint resolution approved December seventeenth, 
nineteen hundred and fifteen, entitled “Joint resolution extending 
the provisions of the Act entitled ‘An Act to increase the internal 
revenue, and for other purposes,’ approved October twenty-second, 
nineteen hundred and fourteen, to December thirty-first, nineteen 
hundred and sixteen,” to denote the payment of internal revenue 
tax, and which have not been used, if presented within two years 
after the purchase of such stamps.

Sec . 412. That the provisions of this title shall take effect on the 
day following the passage of this Act, except where otherwise in 
this title provided.

Sec . 413. That all internal revenue agents and inspectors be 
granted leave of absence with pay, which shall not be cumulative, 
not to exceed thirty days in any calendar year, under such regula-
tions as the Commissioner of Internal Revenue, with the approval 
of the Secretary of the Treasury, may prescribe.

TITLE V.—DYESTUFFS.

Sec . 500. That on and after the day following the passage of this 
Act, except as otherwise specially provided for in this title, there 
shall be levied, collected, and paid upon the articles named in this 
section when imported from any foreign country into the United 
States or into any of its possessions, except the Philippine Islands 
and the islands oi Guam and Tutuila, the rates of duties which are 
prescribed in this title, namely:

FREE LIST.

Group I. Acenaphthene, anthracene having a purity of less than 
twenty-five per centum, benzol, carbazol having a purity of less than 
twenty-five per centum, cresol, cumol, fluorene, metacresol having a 
purity of less than ninety per centum, methylanthracene, methylnaph-
thalene, naphthalene having a solidifying point less than seventy-nine 
degrees centigrade, orthocresol having a purity of less than ninety per 
centum, paracresol having a purity of less than ninety per centum, 
pyridin, quinolin, toluol, xylol, crude coal tar, pitch of coal tar, dead 
or creosote oil, anthracene oil, all other distillates which on being 
subjected to distillation yield in the portion distilling below two hun-
dred degrees centigrade a quantity of tar acids less than five per cen-
tum of the original distillate, and all other products that are found 
naturally in coal tar, whether produced or obtained from coal tar 
or other source, and not otherwise specially provided for in this title, 
shall be exempt from duty.

DUTIABLE LIST.

Group II. Amidonaphthol, amidophenol, amidosalicylic acid, anilin 
oil, anilin salts, anthracene having a purity of twenty-five per centum 
or more, anthraquinone, benzoic acid, benzaldehyde, benzylchloride, 
benzidin, binitrobenzol, binitrochlorobenzol, binitronaphthalene, bini-
trotoluol, carbazol having a purity of twenty-five per centum or more, 
chlorophthalic acid, cumidin, dimethylanihn, dianisidin, dioxynaph-
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thalene, diphenylaimin, metacresol having a purity of ninety per 
centum or more, methylanthraquinone, metanilic acid, naphthalene 
having a solidifying point of seventy-nine degrees centigrade or above, 
naphtnylamin, naphthol, naphthylenediamin, nitrobenzol, nitro-
toluol, nitronaphthalene, nitranilin, nitrophenylenediamin, nitro- 
toluylenediamin, orthocresol having a purity of ninety per centum 
or more, paracresol having a purity of ninety per centum or more, 
phenol, phthalic acid, phthalic anhydride, phenylenediamin, phenyl- 
naphthylamin, resorcin, salicvlic acid, sulphanilic acid, toluidin, 
tolidin, toluylenediamin, xylidin, or any sulphoacid or sulphoacid 
salt of any of the foregoing, all similar products obtained, derived, 
or manufactured in whole or in part from the products provided for 
in Group I, and all distillates which on being subjected to distillation 
yield in the portion distilling below two hundred degrees centigrade 
a quantity of tar acids equal to or more than five per centum of the 
original distillate, all the foregoing not colors, dyes, or stains, photo-
graphic chemicals, medicinals, flavors, or explosives, and not other-
wise provided for in this title, and provided for in the paragraphs 
of the Act of October third, nineteen hundred and thirteen, which are 
hereinafter specifically repealed by section five hundred and two, 
fifteen per centum ad valorem.

Group HI. All colors, dyes, or stains, whether soluble or not in 
water, color acids, color bases, color lakes, photographic chemicals, 
medicinals, flavors, synthetic phenolic resin, or explosives, not 
otherwise specially provided for in this title, when obtained, derived, 
or manufactured in whole or in part from any of the products pro-
vided for in Groups I and II, natural alizarin and indigo, and colors, 
dyes, or color lakes obtained, derived, or manufactured therefrom, 
thirty per centum ad valorem.

Sec . 501. That on and after the day following the passage of this 
Act, in addition to the duties provided in section five hundred, there 
shall be levied, collected, and paid upon all articles contained in 
Group II a special duty of 2 cents per pound, and upon all articles 
contained in Group HI (except natural and synthetic alizarin, and 
dyes obtained from alizarin, anthracene, and carbazol; natural and 
synthetic indigo and all indigoids, whether or not obtained from 
indigo; and medicinals and flavors), a special duty of 5 cents per 
pound.

During the period of five years beginning five years after the 
passage of this Act such special duties shall be annually reduced by 
twenty per centum of the rate imposed by this section, so that at the 
end of such period such special duties shall no longer be assessed, 
levied, or collected; but if, at the expiration of five years from the 
date of the passage of this Act, the President finds that there is not 
being manufactured or produced within the United States as much 
as sixty per centum in value of the domestic consumption of the 
articles mentioned in Groups II and HI of section five hundred, he 
shall by proclamation so declare, whereupon the special duties 
imposed by this section on such articles shall no longer be assessed, 
levied, or collected.

Sec . 502. That paragraphs twenty, twenty-one, twenty-two, and 
twenty-three and the words “salicylic acid” in paragraph one of 
Schedule A of section one of an Act entitled “An Act to reduce tariff 
duties and to provide revenue for the Government, and for other 
purposes,” approved October third, nineteen hundred and thirteen, 
and paragraphs three hundred and ninety-four, four hundred and 
fifty-two, and five hundred and fourteen, and the words “carbolic” 
and “phthalic,” in paragraph three hundred and eighty-seven of the 
“free list” of section one of said Act, and so much of said Act or any 
existing law or parts of law as may be inconsistent with this title are 
hereby repealed.
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TITLE VI.—PRINTING PAPER.

Sec . 600. That paragraph three hundred and twenty-two, Schedule 
M, and paragraph five hundred and sixty-seven of the free list of the 
Act entitled “An Act to reduce tariff duties and to provide revenue 
for the Government, and for other purposes,” approved October third, 
nineteen hundred and thirteen, be amended so that the same shall read 
as follows:

“322. Printing paper (other than paper commercially known as 
handmade or machine handmade paper, japan paper, and imitation 
japan paper by whatever name known), unsized, sized, or glued, suit-
able for the printing of books and newspapers, but not for covers or 
bindings, not specially provided for in this section, valued above 5 
cents per pound, twelve per centum ad valorem: Provided, however, 
That if any country, dependency, province, or other subdivision of 
government shall impose any export duty, export license fee, or other 
charge of any kind whatsoever (whether in the form of additional 
charge or license fee or otherwise) upon printing paper, wood pulp, 
or wood for use in the manufacture of wood pulp, there shall be 
imposed upon printing paper, values above 5 cents per pound, when 
imported either directly or indirectly from such country, dependency, 
province, or other subdivision of government, an additional duty 
equal to the amount of the highest export duty or other export charge 
imposed by such country, dependency, province, or other subdivision 
of government, upon either printing paper or upon an amount of wood 
pulp, or wood for use in the manufacture of wood pulp necessary to 
manufacture such printing paper.

“567. Printing paper (other than paper commercially known as 
handmade or machine handmade paper, japan paper, and imitation 
japan paper by whatever name known), unsized, sized, or glued, suit-
able for the printing of books and newspapers, but not for covers or 
bindings, not specially provided for in this section, valued at not 
above 5 cents per pound, decalcomania paper not printed.”

TITLE VII.—TARIFF COMMISSION.

Sec . 700. That a commission is hereby created and established, 
to be known as the United States Tariff Commission (hereinafter in 
this title referred to as the commission), which shall be composed 
of six members, who shall be appointed by the President, by and 
with the advice and consent of the Senate, not more than three of 
whom shall be members o/ the same political party. In making said 
appointments members of different political parties shall alternate 
as nearly as may be practicable. The first members appointed shall 
continue in office for terms of two, four, six, eight, ten, and twelve 
years, respectively, from the date of the passage of this Act, the 
term of each to be designated by the President, but their successors 
shall be appointed for terms of twelve years, except that any person 
chosen to fill a vacancy shall be appointed only for the unexpired 
term of the member whom he shall succeed. The President shall 
designate annually the chairman and vice chairman of the commis-
sion. No member shall engage actively in any other business, func-
tion, or employment. Any member may be removed by the Presi-
dent for inefficiency, neglect of duty, or malfeasance in office. A 
vacancy shall not impair the right of the remaining members to 
exercise all the powers of the commission, but no vacancy shall 
extend beyond any session of Congress.

Sec . 701. That each commissioner shall receive a salary of $7,500 
per year, payable monthly. The commission shall appoint a secre-
tary, who shall receive a salary of $5,000 per year, payable in Eke 
manner, and it shall have authority to employ and fix the compen-
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sations of such special experts, examiners, clerks, and other employees 
as the commission may from time to time find necessary for the 
proper performance of its duties.

1 With the exception of the secretary, a clerk to each commissioner, 
and such special experts as the commission may from time to time 
find necessary for the conduct of its work, all employees of the com-
mission shall be appointed from lists of eligibles to be supplied by 
the Civil Service Commission and in accordance with the civil-service 
law.

All of the expenses of the commission, including all necessary 
expenses for transportation incurred by the commissioners or by 
their emplovees under their orders in making any investigation or 
upon official business in any other places than at their respective 
headquarters, shall be allowed and paid on the presentation of item-
ized vouchers therefor approved by the commission.
 Unless otherwise provided by law, the commission may rent 
suitable offices for its use, and purchase such furniture, equipment, 
and supplies as may be necessary.

The principal office of the commission shall be in the city of Wash-
ington, but it may meet and exercise all its powers at any other place. 
The commission may, by one or more of its members, or by such 
agents as it may designate, prosecute any inquiry necessary to its 
duties in any part of the United States or in any foreign country.

' Sec . 702. That it shall be the duty of said commission to investi-
gate the administration and fiscal and industrial effects of the customs 
laws of this country now in force or which may be hereafter enacted, 
the relations between the rates of duty on raw materials and finished 
or partly finished products, the effects of ad valorem and specific 
duties and of compound specific and ad valorem duties, all questions 
relative to the arrangement of schedules and classification of articles 
in the several schedules of the customs law, and, in general, to inves-
tigate the operation of customs laws, including their relation to the 
Federal revenues, their effect upon the industries and labor of the 
country, and to submit reports of its investigations as hereafter 
provided.

Sec . 703. That the commission shall put at the disposal of the 
President of the United States, the Committee on Ways and Means 
of the House of Representatives, and the Committee on Finance of 
the Senate, whenever requested, all information at its command, and 
shall make such investigations and reports as may be requested by 
the President or by either of said committees or by either branch of 
the Congress, and shall report to Congress on the first Monday of 
December of each year hereafter a statement of the methods adopted 
and all expenses incurred, and a summary of all reports made during 
the year.

Sec . 704. That the commission shall have power to investigate 
the tariff relations between the United States and foreign countries, 
commercial treaties, preferential provisions, economic alliances, the 
effect of export bounties and preferential transportation rates, the 
volume of importations compared with domestic production and 
consumption, and conditions, causes, and effects relating to com-
petition of foreign industries with those of the United States, includ-
ing dumping and cost of production.

Sec . 705. That upon the organization of the commission, the Cost 
of Production Division in the Bureau of Foreign and Domestic Com-
merce in the Department of Commerce shall be transferred to said 
commission, and the clerks and employees of said division shall be 
transferred to and become clerks and employees of the commission, 
and all records, papers, and property of the said division and of the 
former tariff board shall be transferred to and become the records, 
papers, and property of the commission.
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Sec . 706. That for the purposes of carrying this title into effect the 

commission or its duly authorized agent or agents shall have access 
to and the right to copy any document, paper, or record, pertinent 
to the subject matter under investigation, in the possession of any 
person, firm, copartnership, corporation, or association engaged in 
the production, importation, or distribution of any article under 
investigation, and shall have power to summon witnesses, take tes-
timony, administer oaths, and to require any person, firm, copartner-
ship, corporation, or association to produce books or papers relating 
to any matter pertaining to such investigation. Any member of the 
commission may sign subpoenas, and members and agents of the 
commission, when authorized by the commission, may administer 
oaths and affirmations, examine witnesses, take testimony, and 
receive evidence.

Such attendance of witnesses and the production of such docu-
mentary evidence may be required from any place in the United 
States at any designated place of hearing. And in case of disobedience 
to a subpoena the commission may invoke the aid of any district 
court of the United States in requiring the attendance and testimony 
of witnesses and the production of documentary evidence, and such 
court within the jurisdiction of which such inquiry is carried on may, 
in case of contumacy or refusal to obey a subpoena issued to any 
corporation or other person, issue an order requiring such corpora-
tion or other person to appear before the commission, or to produce 
documentary evidence if so ordered, or to give evidence touching the 
matter in question; and any failure to obey such order of the court 
may be punished by such court as a contempt thereof.

Upon the application of the Attorney General of the United States, 
at the request of the commission, any such court shall have jurisdic-
tion to issue writs of mandamus commanding compliance with the 
provisions of this title or any order of the commission made in pur-
suance thereof.

The commission may order testimony to be taken by deposition in 
any proceeding or investigation pending under this title at any stage 
of such proceeding or investigation. Such depositions may be taken 
before any person designated by the commission and having power 
to administer oaths. Such testimony shall be reduced to writing by 
the person taking the deposition, or under his direction, and shall then 
be subscribed by the deponent. Any person, firm, copartnership, 
corporation, or association, may be compelled to appear and depose 
and to produce documentary evidence in the same manner as wit-
nesses may be compelled to appear and testify and produce docu-
mentary evidence before the commission, as hereinbefore provided.

Witnesses summoned before the commission shall be paid the same 
fees and mileage that are paid witnesses in the courts of the United 
States, and witnesses whose depositions are taken and the persons 
taking the same, except employees of the commission, shall severally 
be entitled to the same fees and mileage as are paid for like services 
in the courts of the United States: Provided, That no person shall be 
excused, on the ground that it may tend to incriminate him or sub-
ject him to a penalty or forfeiture, from attending and testifying, or 
producing books, papers, documents, and other evidence, in obedi-
ence to the subpoena of the commission; but no natural person shall 
be prosecuted or subjected to any penalty or forfeiture for or on 
account of any transaction, matter, or thing as to which, in obedience 
to a subpoena and under oath, he may so testify or produce evidence, 
except that no person shall be exempt from prosecution and punish-
ment for perjury committed in so testifying.

Sec . 707. That the said commission shall in appropriate matters 
act in conjunction and cooperation with the Treasury Department, 
the Department of Commerce, the Federal Trade Commission, or 
any other departments, or independent establishments of the Gov-
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eminent, and such departments and independent establishments of 
the Government shall cooperate fully with the commission for the 
purposes of aiding and assisting in its work, and, when directed by the 
President, shall furnish to the commission, on its request, all records, 
papers, and information in their possession relating to any of the 
subjects of investigation by said commission and shall detail, from 
time to time, such officials and employees to said commission as he 
may direct.

Sec . 708. It shall be unlawful for any member of the United States 
Tariff Commission, or for any employee, agent, or clerk of said com-
mission, or any other officer or employee of the United States, to 
divulge, or to make known in any manner whatever not provided for 
by law, to any person, the trade secrets or processes of any person, 
firm, copartnership, corporation, or association embraced m any 
examination or investigation conducted by said commission, or by 
order of said commission, or by order of any member thereof. Any 
offense against the provisions of this section shall be a misdemeanor 
and be punished by a fine not exceeding $1,000, or by imprisonment 
not exceeding one year, or both, in the discretion of the court, and 
such offender shall also be dismissed from office or discharged from 
employment. The commission shall have power to investigate the 
Paris Economy Pact and similar organizations and arrangements 
in Europe.

Sec . 709. That there is hereby appropriated, for the purpose of 
defraying the expense of the establishment and maintenance of the 
commission, including the payment of salaries herein authorized, 
out of any money in the Treasury of the United States not otherwise 
appropriated, the sum of $300,000 for the fiscal year ending June 
thirtieth, nineteen hundred and seventeen, and for each fiscal year 
thereafter a like sum is authorized to be appropriated.

TITLE VIII.—UNFAIR COMPETITION.

Sec . 800. That when used in this title the term “person” includes 
partnerships, corporations, and associations.

Sec . 801. That it shall be unlawful for any person importing or 
assisting in importing any articles from any foreign country into the 
United States, commonly and systematically to import, sell or 
cause to be imported or sold such articles within the United States 
at a price substantially less than the actual market value or whole-
sale price of such articles, at the time of exportation to the United 
States, in the principal markets of the country of their production, 
or of other foreign countries to which they are commonly exported, 
after adding to such market value or wholesale price, freight, duty, 
and other charges and expenses necessarily incident to the importa-
tion and sale thereof in the United States: Provided, That such act 
or acts be done with the intent of destroying or injuring an industry 
in the United States, or of preventing the establishment of an in-
dustry in the United States, or of restraining or monopolizing any 
part of trade and commerce in such articles in the United States.

Any person who violates or combines or conspires with any other 
person to violate this section is guilty of a misdemeanor, and, on 
conviction thereof, shall be punished by a fine not exceeding $5,000, 
or imprisonment not exceeding one year, or both, in the discretion 
of the court.

Any person injured in his business or property by reason of any 
violation of, or combination or conspiracy to violate, this section, 
may sue therefor in the district court of the United States for the 
district in which the defendant resides or is found or has an agent, 
without respect to the amount in controversy, and shall recover 
threefold the damages sustained, and the cost of the suit, including 
a reasonable attorney’s fee.
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The foregoing provisions shall not be construed to deprive the 

proper State courts of jurisdiction in actions for damages thereunder.
Sec . 802. That if any article produced in a foreign country is im-

ported into the United States under any agreement, understanding, 
or condition that the importer thereof or any other person in the 
United States shall not use, purchase, or deal in, or shall be restricted 
in his using, purchasing, or dealing in, the articles of any other per-
son, there shall be levied, collected, and paid thereon, in addition to 
the duty otherwise imposed by law, a special duty equal to double 
the amount of such duty: Provided, That the above shall not be 
interpreted to prevent the establishing in this country on the part 
of a foreign producer of an exclusive agency for the sale in the United 
States of the products of said foreign producer or merchant, nor to 
prevent such exclusive agent from agreeing not to use, purchase, or 
deal in the article of any other person, but this proviso shall not be 
construed to exempt from the provisions of this section any article 
imported by such exclusive agent if such agent is required by the 
foreign producer or if it is agreed between such agent and such foreign 
producer that any agreement, understanding or condition set out in 
this section shall be imposed by such agent upon the sale or other 
disposition of such article to any person in the United States.

Sec . 803. That the Secretary of the Treasury shall make such rules 
and regulations as are necessary for the carrying out of the provisions 
of section eight hundred and two.

Sec . 804. That whenever any country, dependency, or colony shall 
prohibit the importation of any article the product of the soil or 
industry of the United States and not injurious to health or morals, 
the President shall have power to prohibit, during the period such pro-
hibition is in force, the importation into the United States of simi-
lar articles, or in case the United States does not import similar 
articles from that country, then other articles, the products of such 
country, dependency, or colony.

And the Secretary of the Treasury, with the approval of the Presi-
dent, shall make such rules and regulations as are necessary for the 
execution of the provisions of this section.

Sec . 805. That whenever during the existence of a war in which 
the United States is not engaged, the President shall be satisfied 
that there is reasonable ground to believe that under the laws, regu-
lations, or practices of any country, colony, or dependency contrary 
to the law and practice of nations, the importation into their own or 
any other country, dependency, or colony of any article the product 

 of the soil or industry of the United States and not injurious to health 
or morals is prevented or restricted the President is authorized and 
empowered to prohibit or restrict during the period such prohibition 
or restriction is in force, the importation into the United States of 
similar or other articles, products of such country, dependency, or 
colony as in his opinion the public interest may require; and in such 
case he shall make proclamation stating the article or articles which 
are prohibited from importation into the United States; and any 
person or persons who shall import, or attempt or conspire to import, 
or be concerned in importing, such article or articles, into the United 
States contrary to the prohibition in such proclamation, shall be 
Hable to a fine of not less than $2,000 nor more than $50,000, or to 
imprisonment not to exceed two years, or both, in the discretion of 
the court. The President may change, modify, revoke, or renew 
such proclamation in his discretion.
. Sec . 806. That whenever, during the existence of a war in which the 
United States is not engaged, the President shall be satisfied that there 
is reasonable ground to believe that any vessel, American or foreign, 
is, on account of the laws, regulations, or practices of a belligerent 
Government, making or giving any undue or unreasonable preference
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or advantage in any respect whatsoever to any particular person, 
company, firm, or corporation, or any particular description of 
traffic in the United States or its possessions or to any citizens of the 
United States residing in neutral countries abroad, or is subjecting 
any particular person, company, firm, or corporation or any par-
ticular description of traffic in the United States or its possessions, or 
any citizens of the United States residing in neutral countries abroad 
to any undue or unreasonable prejudice, disadvantage, injury, or 
discrimination in regard to accepting, receiving, transporting, or 
delivering, or refusing to accept, receive, transfer, or deliver any 
cargo, freight or passengers, or in any other respect whatsoever, he 
is hereby authorized and empowered to direct the detention of such 
vessels by withholding clearance or by formal notice forbidding 
departure, and to revoke, modify, or renew any such direction.

That whenever, during the existence of a war in which the United 
States is not engaged, the President shall be satisfied that there is 
reasonable ground to believe that under the laws, regulations, or 
practices of any belligerent country or Government, American ships 
or American citizens are not accorded any of the facilities of commerce 
which the vessels or citizens of that belligerent country enjoy in the 
United States or its possessions, or are not accorded by such bel-
ligerent equal privileges or facilities of trade with vessels or citizens 
of any nationality other than that of such belligerent, the President 
is hereby authorized and empowered to withhold clearance from 
one or more vessels of such belligerent country until such belligerent 
shall restore to such American vessels and American citizens recip-
rocal liberty of commerce and equal facilities of trade; or the Presi-
dent may direct that similar privileges and facilities, if any, enjoyed 
by vessels or citizens of such belligerent in the United States or its 
possessions be refused to vessels or citizens of such belligerent; and 
in such case he shall make proclamation of his direction, stating the 
facilities and privileges which shall be refused, and the belligerent 
to whose vessels or citizens they are to be refused, and thereafter 
the furnishing of such prohibited privilegesand facilities to any vessel 
or citizen of the belligerent named in such proclamation shall be 
unlawful; and he may change, modify, revoke, or renew such procla-
mation; and any person or persons who shall furnish or attempt or 
conspire to furnish or be concerned in furnishing or in the conceal-
ment of furnishing facilities or privileges to ships or persons contrary 
to the prohibition in such proclamation shall be liable to a fine of 
not less than $2,000 nor more than $50,000 or to imprisonment not 
to exceed two years, or both, in the discretion of the court.

In case any vessel which is detained by virtue of this Act shall de-
part or attempt to depart from the jurisdiction of the United States 
without clearance or other lawful authority, the owner or master or 
person or persons having charge or command of such vessel shall be 
severally liable to a fine of not less than $2,000 nor more than $10,000, 
or to imprisonment not to exceed two years, or both, and in addition 
such vessel shall be forfeited to the United States.

That the President of the United States is hereby authorized and 
empowered to employ such part of the land or naval forces of the 
United States as shall be necessary to carry out the purposes of this 
Act.

TITLE IX.

Sec . 900. That if any clause, sentence, paragraph, or part of this 
Act shall for any reason be adjudged by any court of competent juris-
diction to be invalid, such judgment shall not affect, impair, or in- 

, validate the remainder of said Act, but shall be confined in its opera-
tion to the clause, sentence, paragraph, or part thereof directly in-
volved in the controversy in which such judgment shall have been 
rendered.
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Sec . 901. The Act approved August twenty-ninth, nineteen hun-

dred and sixteen, being an Act making appropriations for the support 
of the Army for the fiscal year ending June thirtieth, nineteen hun-
dred and seventeen, and for other purposes, is hereby amended as 
follows:

“The sum of $2,000,000, therein appropriated to be expended 
under the direction of the Secretary of War for the support of the 
family of each enlisted man of the Organized Militia or National 
Guard, or of the Regular Army, as therein provided, shall be available 
to be paid on the basis of and for time subsequent to June eighteenth, 
nineteen hundred and sixteen, the date of the call by the President, 
and the time for which such payment shall be made shall correspond 
with the time of service of the enlisted men, and payment shall be 
made without reference to the enlisted man having enlisted before or 
after the call by the President.”

Sec . 902. That unless otherwise herein specially provided, this Act 
shall take effect on the day following its passage, and all provisions 
of any Act or Acts inconsistent with the provisions of this Act are 
hereby repealed.

Approved, September 8, 1916.

CHAP. 464.—An Act Making appropriations to supply deficiencies in appropria-
tions for the fiscal year ending June thirtieth, nineteen hundred and sixteen, and 
prior fiscal years, and for other purposes.

Be it enacted by the Senate and House of Representatives of the United 
States of America in Congress assembled, That the following sums are 
appropriated, out of any money in the Treasury not otherwise 
appropriated, to supply deficiencies in appropriations for the fiscal 
year ending June thirtieth, nineteen hundred and sixteen, and prior 
fiscal years, and for other purposes, namely:

FEDERAL TRADE COMMISSION.

The proper disbursing officer of the Federal Trade Commission is 
authorized and directed to pay George Rublee, from available 
appropriations, the compensation authorized to be paid to a com-
missioner in the Federal Trade Commission for the period covered by 
his service as such commissioner from the time of his entry on duty 
on March sixteenth, nineteen hundred and fifteen, to May fifteenth, 
nineteen hundred and sixteen, the date when his nomination by the 
President to such position was rejected by the Senate, notwithstand-
ing section seventeen hundred and sixty-one of the Revised Statutes 
of the United States to the contrary.

BUREAU OF EFFICIENCY.

The sum of $4,000 appropriated by the deficiency appropriation 
Act approved March fourth, nineteen hundred and fifteen, for the 
purchase, rental, exchange, and remodeling of labor-saving machinery, 
equipment, and supplies necessary to enable the Bureau of Efficiency 
to demonstrate an improved system of paying pensions is reappro-
priated and made available for expenditure during the fiscal year 
nineteen hundred and seventeen: Provided, That the equipment 
purchased hereunder shall become the property of the Bureau of 
Pensions when the demonstration is completed: Provided further, 
That the Bureau of Efficiency shall investigate the business methods 
of the Bureau of Pensions and prepare recommendations for the 
improvement thereof and submit the same to the Secretary of the 
Interior as early as practicable for his approval.
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