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September 22, 1950 
[H. J, Res. 519] 

[Public Law 813]

National Grange.
Erection of marker 

inD. C.

Approval by Na-
tional Park Service, 
etc.

Funds.

[CHAPTER 989] 
JOINT RESOLUTION

To permit the National Grange to erect a marker on Federal land in the District 
of Columbia.

Resolved by the Senate and House of Representatives of the United 
States of America in Congress assembled, That the Secretary of 
the Interior be, and he is hereby, authorized to grant permission 
to the National Grange to erect a marker, at an appropriate place on 
public ground of the United States in the vicinity of the intersection 
of Madison Street and Fourth Street Northwest, District of Columbia, 
in commemoration of the founding of the National Grange: Provided, 
That the design of the marker and the plan for the treatment of the 
grounds connected with its site and its adequacy and propriety for the 
site designated shall be approved by the National Park Service, the 
Commission of Fine Arts, and the National Capital Park and Planning 
Commission, and that it shall be erected under the supervision of 
the Secretary of the Interior; that all funds necessary to carry out 
its erection and the necessary landscaping of the site shall be supplied 
by the National Grange in time to permit the completion and erection 
of the marker not more than one year after the exact site has been 
determined; and the United States shall be put to no expense in or by 
the erection of the said marker.

Approved September 22, 1950.

September 23, 1950 
[H. R. 8920] 

[Public Law 814]

Revenue Act of 1950.

Post, p. 910.

Post, p. 910.

Post, p. 914.

[CHAPTER 994]
AN ACT

To provide revenue, and for other purposes.

Be it enacted by the Senate and House of Representatives of the 
United States of America in Congress assembled, That (a) Short  
Title .—This Act, divided into titles and sections according to the 
following Table of Contents, may be cited as the “Revenue Act of 
1950”:

TABLE OF CONTENTS

Titl e I—Increas e in  Income  Tax  Rat es

PART I—INDIVIDUAL INCOME TAXES

Sec. 101. Increase in normal tax and surtax on individuals.
(a) Normal tax.
(b) Surtax.

Sec. 102. Individuals with adjusted gross income of less than $5,000.
Sec. 108. Computation of tax in case of certain joint returns.
Sec. 104. Effective date of part I.

PART II--- CORPORATION INCOME TAXES

Sec. 121. Increase in rate of corporation income taxes.
(a) Amendment of section 13.
(b) Amendment of section 14 (a).
(c) Amendment of section 15.
(d) Mutual insurance companies other than life or marine.
(e) Regulated investment companies.
(f) Tax under consolidated returns.
(g) Technical amendments.

Sec. 122. Credits of corporations.
(a) Dividends received credit.
(b) Credit for dividends paid on certain preferred stock.
(c) Western Hemisphere trade corporations.

Sec. 123. Effective date of part II.
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PART III—FISCAL YEAR TAXPAYERS

Sec. 131. Fiscal year taxpayers.
(a) Amendment of section 108.
(b) Effective date.

PART IV—INCREASE IN WITHHOLDING OF TAX AT SOURCE ON WAGES

Sec. 141. Percentage method of withholding.
Sec. 142. Wage bracket withholding.
Sec. 143. Effective date of part IV.
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(b) Withholding of income tax on wages.
(c) Receipts.

Sec. 203. Treatment of bond premium in case of dealers in tax-exempt securities.
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(b) Technical amendments.
(c) Effective date.

Sec. 204. Circulation expenditures.
(a) Deduction from gross income.
(b) Technical amendment.
(c) Effective date.

Sec. 205. Payment of income tax by installment payments and returns of estates 
and trusts.

(a) Payment of income tax by installment payments.
(b) Filing of returns and payment of tax by fiduciaries of estates and

trusts.
Sec. 206. Election as to recognition of gain in certain corporate liquidations.

(a) Amendment of section 112 (b) (7).
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(b) Effective date.

Sec. 212. Treatment of gain to shareholders of collapsible corporations.
(a) Collapsible corporations.
(b) Effective date.

Sec. 213. Capital gains of nonresident alien individuals.
(a) Nonresident alien individuals temporarily in the United States.
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(c) Technical amendment.
(d) Effective date.
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(b) Feeder organizations.
(c) Technical amendments.
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Sec. 322. Effective date of part II.

PART III—LOSS OF EXEMPTION UNDER SECTION 101 (6) AND DISALLOWANCE OF 
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(b) Amendments of section 811 (c) and (d).
(c) Effective date.

Sec. 502. Repeal of deduction for support of dependents.
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(a) Increase in tax on slot machines.
(b) Effective date.

Sec. 604. Federal agencies or instrumentalities.
Sec. 605. Television receiving sets.
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Tit le  VII—Exce ss  Profit s  Tax

Sec. 701. Excess profits tax.

(b) Act  Amend ato ry  of  Internal  Revenu e Code .—Except as 
otherwise expressly provided, wherever in this Act an amendment 
or repeal is expressed in terms of an amendment to or repeal of a 
chapter, subchapter, title, supplement, section, subsection, subdivi-
sion, paragraph, subparagraph, or clause, the reference shall be con-
sidered to be made to a provision of the Internal Revenue Code.

(c) Meaning  of  Terms  Use d .—Except as otherwise expressly 
provided, terms used in this Act shall have the same meaning as 
when used in the Internal Revenue Code.

TITLE I—INCREASE IN INCOME TAX RATES

Part I-—Individual Income Taxes
Sec. 101. INCREASE IN NORMAL TAX AND SURTAX ON INDIVIDUALS.

(a) Normal  Tax .—Section 11 (relating to the normal tax on 
individuals) is hereby amended to read as follows:
“SEC. 11. NORMAL TAX ON INDIVIDUALS.

“(a) Taxable  Years  Beginni ng  After  Septemb er  30, 1950.—In 
the case of taxable years beginning after September 30, 1950, there 
shall be levied, collected, and paid for each taxable year upon the 
net income of every individual a normal tax of 3 per centum of the 
amount of the net income in excess of the credits against net income 
provided in section 25. For alternative tax which may be elected if 
adjusted gross income is less than $5,000, see supplement T.

“(b) Taxable  Years  Beginning  Before  Octobe r  1, 1950.—In the 
case of taxable years beginning before October 1, 1950, there shall 
be levied, collected, and paid for each taxable year upon the net 
income of every individual a normal tax determined by computing 
a tentative normal tax of 3 per centum of the amount of the net 
income in excess of the credits against net income provided in section 
25, and by reducing such tentative normal tax as provided in section 
12 (c). For alternative tax which may be elected if adjusted gross 
income is less than $5,000, see supplement T. For computation of 
tax in case the taxable year (other than the calendar year 1950) 
ends after September 30, 1950, see section 108 (e).”

(b) Surtax .—
(1) So much of section 12 (b) as precedes “Not over $2000” 

is hereby amended to read as follows:
“(b) Rate s  of  Surtax .—

“(1) Taxable  years  beginning  after  Septem ber  30, 1950.— 
In the case of taxable years beginning after September 30, 1950, 
there shall be levied, collected, and paid for each taxable year 
upon the surtax net income of every individual the surtax shown 
in the following table:
“If the surtax net income is: The surtax shall be

(2) Section 12 (b) is hereby amended by adding at the end 
thereof the following:

“(2) Taxable  years  begi nning  before  Octobe r  1, 1950.—In 
the case of taxable years beginning before October 1, 1950, there

PUBLIC LAWS—CH. 994—SEPT. 23, 1950 [64 Stat .
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shall be levied, collected, and paid for each taxable year upon the 
surtax net income of every individual a surtax determined by 
computing a tentative surtax under the table in paragraph (1), 
and by reducing such tentative surtax as provided in subsection
(c) of this section.”

(3) Section 12 (c) (relating to reduction of tentative normal 
tax and tentative surtax) is hereby amended to read as follows:

“(c) Reduction  of  Tentative  Normal  Tax  and  Tentative  Sur -
tax .—

“ (1) Calendar  year  i9 5 o.—In the case of a taxable year begin-
ning on January 1, 1950, and ending on December 31, 1950, the 
combined normal tax ancl surtax under section 11 and subsection
(b) of this section shall be the aggregate of the tentative normal 
tax and tentative surtax, reduced as follows:

“If the aggregate is: The reduction shall be:
Not over $400___________________ 13% of the aggregate.
Over $400 but not over $100,000----- $52 plus 9% of excess over $400.
Over $100,000___________________ $9,016 plus 7.3% of excess over $100,000.

In no event shall the combined normal tax and surtax for such 
taxable year exceed 80 per centum of the net income.

“(2) Other  taxable  years  beginning  before  Octobe r i , 
1950.—In the case of taxable years (other than the calendar 
year 1950, to which paragraph (1) applies) beginning before 
October 1, 1950, the combined normal tax and surtax under section 
11 and subsection (b) of this section shall be the aggregate of the 
tentative normal tax and tentative surtax, reduced as follows:

“If the aggregate is: The reduction shall be:
Not over $400____________________ 17 % of the aggregate.
Over $400 but not over $100,000_____ $68 plus 12% of excess over $400.
Over $100,000____________________ $12,020 plus 9.75% of excess over

$100,000.

If combined normal tax and surtax so computed exceeds 77 per 
centum of the net income for the taxable year, the combined tax 
shall be reduced to 77 per centum of the net income. For compu-
tation of tax in case the taxable year ends after September 30, 
1950, see section 108 (e).”

(4) Effective with respect to taxable years beginning after 
September 30, 1950, section 12 (f) is hereby amended to read as 
follows:

“(f) Limit ation  on  Tax .—In the case of a taxable year beginning 
after September 30, 1950, the combined normal tax and surtax shall 
in no event exceed 87 per centum of the net income for the taxable 
year.”
SEC. 102. INDIVIDUALS WITH ADJUSTED GROSS INCOME OF LESS THAN 

$5,000.
So much of section 400 (relating to optional tax on individuals with 

adjusted gross incomes of less than $5,000) as precedes the tax table 
therein is hereby amended to read as follows:
“SEC. 400. IMPOSITION OF TAX.

“In lieu of the taxes imposed by sections 11 and 12, there shall be 
levied, collected, and paid for each taxable year upon the net income 
of each individual whose adjusted gross income for such year is less 
than $5,000, and who has elected to pay the tax imposed by this sup-
plement for such year, a tax as follows:

53 Stat. 6.
26 U. S. C., Sup. III, 

§ 12 (c).
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“Table I
“Taxable years beginning after September 30, 1950

If adjusted ! 
gross in-
come is—

And the num-
ber of exemp-

tions is—

If adjusted 
gross in-
come is—

And the number of exemptions is—

At 
least

But 
less 
than

1 2 3 4 or
more At 

least
But 
less 
than

1

2 3

4 6 6 7 8 or 
more

And 
if 

other 
than 

a 
joint 
re-
turn 

is 
filed

And 
if a 

joint 
re-
turn 

is 
filed

And 
if 

other 
than 

a 
joint 
re-
turn 

is 
filed

And 
if a 

joint 
re-
turn 

is 
filed

The tax shall be— The tax shall be—

$0 $675 $0 $0 $0 $0 $2,325 $2, 350 $301 $181 $181 $61 $6> $0 $0 $0 $0 $0
675 700 4 0 0 0 2,350 2.375 305 185 185 65 65 0 0 0 0 0
700 725 8 0 0 0 2,375 2,400 310 190 190 70 70 0 0 0 0 0
725 750 13 0 0 0 2,400 2,425 314 194 194 74 74 0 0 0 0 0
750 775 17 0 0 0 2,425 2,450 319 199 199 79 79 0 0 0 0 0
775 800 22 0 0 0 2, 450 2, 475 323 203 203 83 83 0 0 0 0 0
800 825 26 0 0 0 2, 475 2,500 328 208 208 88 88 0 0 0 0 0
825 850 31 0 0 0 2,500 2, 525 332 212 212 92 92 0 0 0 0 0
850 875 35 0 0 0 2, 525 2,550 337 217 217 97 97 0 0 0 0 0
875 900 40 0 0 0 2, 550 2,575 341 221 221 101 101 0 0 0 0 0
900 925 44 0 0 0 2, 575 2,600 346 226 226 106 106 0 0 0 0 0
925 950 49 0 0 0 2,600 2,625 350 230 230 110 110 0 0 0 0 0
950 975 53 0 0 0 2,625 2,650 355 235 235 115 115 0 0 0 0 0
975 1,000 58 0 0 0 2,650 2,675 359 239 239 119 119 0 0 0 0 0

1,000 1,025 62 0 0 0 2,675 2,700 364 244 244 124 124 4 0 0 0 0
1.025 1,050 67 0 0 0 2,700 2, 725 368 248 248 128 128 8 0 0 0 0
1.050 1,075 71 0 0 0 2,725 2,750 373 253 253 133 133 13 0 0 0 0
1,075 1,100 76 0 0 0 2. 750 2,775 377 257 257 137 137 17 0 0 0 0
1,100 1,125 80 0 0 0 2, 775 2, 800 382 262 262 142 142 22 0 0 0 0
1.125 1,150 85 0 0 0 2,800 2,825 386 266 266 146 146 26 0 0 0 0
1,150 1,175 89 0 0 0 2, 825 2,850 391 271 271 151 151 31 0 0 0 0
1,175 1,200 94 0 0 0 2,850 2,875 395 275 275 155 155 35 0 0 0 0
1,200 1,225 98 0 0 0 2,875 2,900 400 280 280 160 160 40 0 0 0 0
1, 225 1, 250 103 0 0 0 2,900 2, 925 405 284 284 164 164 44 0 0 0 0
1.250 1,275 107 0 0 0 2,925 2,950 410 289 289 169 169 49 0 0 0 0
1,275 1,300 112 0 0 0 2,950 2,975 415 293 293 173 173 53 0 0 0 0
1,300 1,325 116 0 0 0 2, 975 3,000 420 298 298 178 178 58 0 0 0 0
1,325 1,350 121 1 0 0 3,000 3,050 427 305 305 185 185 65 0 0 0 0
1,350 1,375 125 5 0 0 3,050 3,100 437 314 314 194 194 74 0 0 0 0
1,375 1,400 130 10 0 0 3,100 3,150 447 323 323 203 203 83 0 0 0 0
1.400 1.425 134 14 0 0 3,150 3,200 457 332 332 212 212 92 0 0 0 0
1,425 1,450 139 19 0 0 3,200 3, 250 467 341 341 221 221 101 0 0 0 0
1,450 1,475 143 23 0 0 3,250 3,300 476 350 350 230 230 110 0 0 0 0
1,475 1,500 148 28 0 0 3,300 3,350 486 359 359 239 239 119 0 0 0 0
1,500 1,525 152 32 0 0 3, 350 3,400 496 368 368 248 248 128 8 0 0 0
1, 525 1,550 157 37 0 0 3,400 3,45C 506 377 377 257 257 137 17 0 0 0
1,550 1,575 161 41 0 0 3,450 3,500 516 386 386 266 266 146 26 0 0 0
1,575 1,600 166 46 0 0 3,500 3, 550 526 395 395 275 275 155 35 0 0 0
1,600 1,625 170 50 0 0 3, 550 3,600 536 404 404 284 284 164 44 0 0 0
1,625 1,650 175 55 0 0 3,600 3, 65C 546 414 413 293 293 173 53 0 0 0
1,650 1,675 179 59 0 0 3, 650 3,700 556 424 422 302 302 182 62 0 0 0
1,675 1,700 184 64 0 0 3,700 3, 750 566 434 431 311 311 191 71 0 0 0
1,700 1,725 188 68 0 0 3,750 3,800 575 443 440 320 320 200 80 0 0 0
1,725 1, 750 193 73 0 0 3,800 3, 850 585 453 449 329 329 209 89 0 0 0
1,750 1,775 197 77 0 0 3,850 3,900 595 463 458 338 338 218 98 0 0 0
1,775 1,800 202 82 0 0 3,900 3,950 605 473 467 347 347 227 107 0 0 0
1,800 1,825 206 86 0 0 3,950 4,00C 615 483 476 356 356 236 116 0 0 0
1, 825 1,850 211 91 0 0 4, 000 4,050 625 493 485 365 365 245 125 5 0 0
1,850 1,875 215 95 0 0 4,050 4,10C 635 503 494 374 374 254 134 14 0 0
1,875 1,900 220 100 0 0 4,100 4,150 (545 513 503 383 383 263 143 23 0 0
1,900 1,925 224 104 0 0 4.150 4. 200 655 523 512 392 392 272 152 32 0 0
1, 925 1,950 229 109 0 0 4,200 4,250 665 533 521 401 401 281 161 41 0 0
1, 950 1,975 233 113 0 0 4, 250 4,300 674 542 53C 410 410 290 170 50 0 0
1,975 2,000 238 118 0 0 4,300 4,350 684 552 539 42C 419 299 179 59 0 0
2,000 2,025 242 122 2 0 4,350 4,400 694 562 548 430 428 308 188 68 0 0
2,025 2,050 247 127 7 0 4,40C 4,450 704 572 557 440 437 317 197 77 0 0
2,050 2,075 251 131 11 0 4,450 4, 500 714 582 566 4.50 446 326 206 86 0 0
2,075 2,100 256 136 16 0 4,500 4,550 724 592 575 460 455 335 215 95 0 0
2,100 2,125 260 140 20 0 4, 550 4,600 734 602 584 470 464 344 224 104 0 0
2,125 2,15C 265 145 25 0 4,600 4,650 744 612 593 480 473 353 233 113 0 0
2,150 2,175 269 149 29 0 4,650 4, 700 754 622 602 490 482 362 242 122 2 0
2,175 2, 20C 274 154 34 0 4,700 4,750 764 632 611 500 491 371 251 131 11 0
2,200 2,225 278 158 38 0 4,750 4,800 773 641 620 509 500 380 260 140 20 0
2,225 2,25C 283 163 43 0 4,800 4,850 783 651 629 519 509 389 269 149 29 0
2,250 2,275 287 167 47 0 4,850 4,900 793 661 638 529 518 398 278 158 38 0
2,275 2,300 292 172 52 0 4,900 4,950 803 671 647 539 527 407 287 167 47 0
2,300 2,325 296 176 56 0 4,950 5,000 813 681 656 549 536 416 296 176 56 0
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“Table II

“Taxable year beginning January 1, 1950, and ending December 31, 1950

If adjusted 
gross in-
come is—

And the num-
ber of exemp-

tions is—

If adjusted 
gross in-
come is—

And the number of exemptions is—

At 
least

But 
less 
than

1 2 3 4 or 
more

At 
least

But 
less 
than

1

2 3

4 5 6 7
£ o 
fik o

QO

g s
x S 8,

a® 
O« •’“» onC8 —

fi 
◄

a B ce fa X H
fa ®
2“
® .5 4)

a <

c «
**■» ®
*E

5G

The tax shall be— The tax shall be—

$0
675
700
725 
750
775 
800
825
850
875 
900
925 
950
975 

1,000 
1,025 
1,050 
1,075 
1,100
1.125
1.150
1.175 
1,200
1.225 
1,250 
1, 275
1.300 
1,325 
1,350 
1,375 
1, 400 
1, 425 
1, 450 
1, 475 
1,500 
1,525 
1,550 
1, 575 
1,600 
1,625 
1,650 
1,675 
1,700
1, 725 
1,750 
1,775 
1,800 
1,825 
1,850 
1,875 
1,900 
1,925 
1,950 
1,975 
2,000 
2,025 
2,050 
2,075 
2,100
2.125
2.150
2.175 
2,200
2.225
2, 250 
2, 275
2.300

$675 
700 
725 
750 
775 
800 
825 
850 
875 
900 
925 
950 
975 

1,000 
1,025 
1,050 
1,075 
1,100
1.125
1.150
1.175 
1,200
1.225 
1,250
1.275
1.300 
1,325 
1,350 
1,375 
1,400 
1, 425 
1,4.50 
1,475 
1,500 
1,525 
1, 550 
1,575 
1,600 
1,625
1, 650 
1,675 
1,700 
1,725 
1,750 
1,775 
1,800 
1,825 
1,850 
1,875 
1,900 
1,925 
1,950 
1,975 
2,000 
2,025 
2,050 
2,075 
2,100
2.125
2.150
2.175 
2,200
2.225
2, 250
2.275
2.300 
2, 325

$0 
3 
7

11
15
19
23
27 
31
35
38
42
46
50
54
58
62
66
70
74
78 
82
85
89
93
97 

101 
105 
109 
113 
117 
121 
125 
129 
132 
136 
140 
144 
148 
152 
156 
160 
164 
168 
172 
176 
179 
183 
187 
191 
195 
199 
203 
207 
211 
215 
219 
223 
226 
230 
234 
238 
242 
246 
250 
254 
258

$0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0
1
5
8

12
16
20
24
28
32
36
40
44
48
52
55
59
63
67
71
75
79
83
87
91
95
99 

102 
106 
110 
114 
118 
122 
126 
130 
134 
138 
142 
146 
149 
153

$0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
2
6

10
14
18
22
25
29 
33 
37 
41 
45
49

$0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0

$2.325
2.350
2,375
2.400
2,425
2.450
2,475
2.500
2, 525
2.550
2,575
2,600
2,625
2.650
2,675
2.700
2,725
2.750
2,775
2,800
2,825
2.850
2,875
2.900
2,925
2.950
2,975
3,000
3,050
3.100
3.150
3.200
3, 250
3.300
3.350
3.400
3, 450
3, 500
3.550
3.600
3.650
3.700
3.750
3.800
3.850
3.900
3.950
4,000
4,050
4.100
4.150
4.200
4,250
4, 300
4, 350
4.400
4.450
4.500
4, 550
4.600
4.650
4.700
4, 750
4.800
4, 850
4.900
4.950

$2,350
2,375
2.400
2,425
2.450
2,475
2.500
2, 525
2, 550
2,575
2,600
2,625
2.650
2,675
2.700
2,725
2.750
2,775
2, 800
2,825
2.850
2,875
2.900
2,925
2.950
2,975
3,000
3,050
3.100
3.150
3,200
3, 250
3.300
3,350
3, 400
3, 450
3, 500
3, 550
3.600
3.650
3.700
3.750
3.800
3.850
3.900
3.950
4,000
4,050
4.100
4.150
4, 200
4,250
4.300
4, 350
4.400
4.450
4.500
4, 550
4.600
4.650
4.700
4.750
4.800
4.850
4.900
4.950
5,000

$262
266
269
273
277
281
285
289
293
297
301
305
309
313
316
320
324
328
332
336
340
344
348
352
357
361
366
373
382
391
400
409
418
427
436
445
454
463
472
481
490
499
508
517
526
535
544
553
562
571
580
589
598
607
616
625
634
643
652
661
670
679
688
697
706
715
724

$157
161
165
169
173
177
181
185
189
192
196
200
204
208
212
216
220
224
228
232
236
239
243
247
251
255
259
265
273
281
288
296
304
312
320
328
335
343
352
361
370
379
388
397
406
415
424
433
442
451
460
469
478
487
496
505
514
523
532
541
550
559
568
577
586
595
604

$157
161
165
169
173
177
181
185
189
192
196
200
204
208
212
216
220
224
228
232
236
239
243
247
251
255
259
265
273
281
288
296
304
312
320
328
335
343
351
359
367
375
382
390
398
406
414
422
429
437
445
453
461
468
476
484
492
500
508
515
523
531
539
547
555
562
570

$53
57
61
65
69
72
76
80
84
88
92
96

100
104
108
112
115
119
123
127
131
135
139
143
147
151
155
161
168
176
184
192
200
207
215
223
231
239
247
254
262
270
278
286
294
301
309
317
325
333
341
349
358
367
376
385
394
403
412
421
430
439
448
457
466
475
484

$53
57
61
65
69
72
76
80
84
88 
92
96 

100 
104 
108 
112 
115 
119 
123 
127 
131 
135 
139 
143 
147 
151 
155 
161 
168 
176 
184 
192 
200 
207 
215 
223 
231 
239 
247 
254 
262 
270 
278 
286 
294 
301 
309 
317 
325 
333 
341 
348 
356 
364 
372 
380 
388 
395 
403 
411 
419 
427 
435 
442 
450 
458 
466

$0
0
0
0
0
0
0
0
0
0
0
0
0
0
3
7

11
15
19
23
27
31
35
38
42
46
50
56
64
72
80
87
95

103
111
119
127
134
142
150
158
166
174
181
189
197
205
213
221
228
236
244
252
260
268
275
283
291
299
307
315
322
330
338
346
354
361

$0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0
0
0 
0 
0 
0 
0 
0
7

14
22
30
38
46
54
61
69
77
85
93 

100 
108 
116 
124 
132 
140 
147 
155 
163 
171 
179 
187 
194 
202 
210 
218 
226 
234 
241 
249 
257

$0 
0 
0 
0 
0 
0 
0 
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
4

12
20
27
35
43
51
59
67
74
82
90
98

106
114
121
129
137
145
153

$0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
1
9

17
25
33
40
48

$0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
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26 U. S. C. § 13.

53 Stat. 18.
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“Table III

“Taxable years (other than the calendar year 1950) beginning before October 
1, 1950”

SEC. 103. COMPUTATION OF TAX IN CASE OF CERTAIN JOINT RETURNS.
If a joint return of a husband and wife is filed under the provi-

sions of section 51 (b) (3) of the Internal Revenue Code in a case 
where the husband and wife have different taxable years because of 
the death of either spouse, and the taxable year of the surviving 
spouse covered by such joint return began before October 1, 1950, 
and ended after September 30, 1950, the amendments made by this 
part shall be applicable in respect of such joint return as if the tax-
able years of both spouses covered by the joint return ended on the 
date of the closing of the surviving spouse’s taxable year.
SEC. 104. EFFECTIVE DATE OF PART I.

Except as provided in section 103, the amendments made by this 
part shall be applicable only with respect to taxable years ending 
after December 31, 1949. For treatment of taxable years (other 
than the calendar year 1950) beginning before October 1, 1950, and 
ending after September 30, 1950, see section 131.

Part II—Corporation Income Taxes
SEC. 121. INCREASE IN RATE OF CORPORATION INCOME TAXES.

(a) Amendment  of  Section  13.—Section 13 (relating to the normal 
tax on corporations) is hereby amended to read as follows:
“SEC. 13. NORMAL TAX ON CORPORATIONS.

“(a) Definit ions .—For the purposes of this chapter—
“(1) Adjust ed  net  income .—The term ‘adjusted net income’ 

means the net income minus the credit provided in section 26 (a), 
relating to interest on certain obligations of the United States 
and Government corporations.

“(2) Normal  tax  net  income .—
“(A) Calendar Year 1950 and Taxable Years Beginning 

After June 30, 1950.:—In the case of a taxable year beginning 
on January 1, 1950, and ending on December 31, 1950, and in 
the case of taxable years beginning after June 30, 1950, the 
term ‘normal-tax net income’ means the adjusted net income 
minus the sum of the following credits:

“(i) The credit for dividends received provided in 
section 26 (b);

“(ii) In the case of a public utility, the credit for 
dividends paid on its preferred stock provided in sec-
tion 26 (h) : and

“(iii) In the case of a western hemisphere trade cor-
poration (as defined in section 109), the credit provided 
in section 26 (i).

“(B) Other  taxable  years  begin ning  bef ore  july  i , 
1950.—In the case of taxable years (other than the calendar 
year 1950, to which subparagraph (A) applies) beginning 
before July 1, 1950, the term ‘normal-tax net income’ means 
the adjusted net income minus the credit for dividends 
received provided in section 26 (b).

“(b) Imposi tion  of  Tax .—
“(1) Taxable  years  begin nin g  afte r  june  30, 1950.—In the 

case of taxable years beginning after June 30, 1950, there shall be 
levied, collected, and paid for each taxable year upon the normal-
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tax net income of every corporation (except a corporation subject 
to a tax imposed by section 231 (a), Supplement G, or Supplement 
Q) a tax of 25 per centum of the normal-tax net income.

“ (2) Cale ndar  year  1950.—In the case of a taxable year begin-
ning on January 1, 1950, and ending on December 31, 1950, there 
shall be levied, collected, and paid for such taxable year upon the 
normal-tax net income of every corporation (except a corporation 
subject to a tax imposed by section 231 (a), Supplement G, or 
Supplement Q) a tax of 23 per centum of the normal-tax net 
income.

“(3) Other  taxable  years  begi nning  befor e  july  1, 1950.— 
In the case of taxable years (other than the calendar year 1950, to 
which paragraph (2) applies) beginning before July 1, 1950, there 
shall be levied, collected, and paid for each taxable year upon the 
normal-tax net income of every corporation the normal-tax net 
income of which is more than $25,000 (except a corporation sub-
ject to a tax imposed by section 14, section 231 (a), Supplement G, 
or Supplement Q) whichever of the following taxes is the lesser: 

“(A) General  rule .—A tax of 24 per centum of the 
normal-tax net income; or

“(B) Alte rnative  tax  (corp orati ons  with  normal -tax  
NET INCOME OVER $25,000, BUT NOT OVER $50,000).—A tax of 
$4,250, plus 31 per centum of the amount of the normal-tax 
net income in excess of $25,000.

For computation of tax in case the taxable year ends after June 
30, 1950, see section 108 (f).

“(c) Exempt  Corp orat ions .—For corporations exempt from taxes 
under this chapter, see section 101.

“(d) Tax  on  Personal  Holding  Comp ani es .—For surtax on per-
sonal holding companies, see section 500.

“(e) Improp er  Accumul ation  of  Surplu s .—For surtax on corpo-
rations which accumulate surplus to avoid surtax on shareholders, see 
section 102.”

(b) Amendment  of  Section  14 (a).—So much of section 14 (relat-
ing to normal tax on special classes of corporations) as precedes sub-
section (b) thereof is hereby amended to read as follows:
“SEC. 14. TAX ON SPECIAL CLASSES OF CORPORATIONS IN CASE OF 

TAXABLE YEARS (OTHER THAN THE CALENDAR YEAR 
1950) BEGINNING BEFORE JULY 1, 1950.

“ (a) Imposit ion  of  Tax  in  Cases  of  Taxable  Years  (Other  Than  
t he  Calendar  Year  1950) Beginning  Bef ore  July  1, 1950.—In the 
case of taxable years beginning before July 1, 1950 (other than a tax-
able year beginning on January 1, 1950, and ending on December 31, 
1950), there shall be levied, collected, and paid for each taxable year 
upon the normal-tax net income of the following corporations (in lieu 
of the tax imposed by section 13 (b) (3)) the tax hereinafter in this 
section specified. For computation of tax in case the taxable year 
ends after June 30, 1950, see section 108 (f).”

(c) Amendm ent  of  Section  15.—Section 15 (relating to surtax on 
corporations) is hereby amended to read as follows:
“SEC. 15. SURTAX ON CORPORATIONS.

“(a) Corporat ion  Surtax  Net  Income .—For the purposes of this 
chapter

“(1) Cale ndar  year  1950 and  taxable  years  begin ning  after  
june  30, 1950.—In the case of a taxable year beginning on Janu-
ary 1, 1950, and ending on December 31, 1950, and in the case 

53 Stat. 78, 71, 98. 
26 U.S.C. §§ 231 (a), 

201-207,361, 362.
Post, pp. 917, 918, 

919, 947, 961, 1216.
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201-207,361,362.
Post, pp. 917, 918, 

919, 947, 961, 1216.

53 Stat. 8, 78, 71, 98.
26 U. S. C. §§ 14, 

231 (a), 201-207, 361, 
362.

Infra; post, pp. 917, 
918, 919, 947, 961, 1216.

Post, pp. 921, 1217.

Post, pp. 953, 959.
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53 Stat. 35.
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of taxable years beginning after June 30, 1950, the term ‘corpora-
tion surtax net income’ means the net income minus the sum of 
the following credits:

“(A) The credit for dividends received provided in sec-
tion 26 (b);

“(B) In the case of a public utility, the credit for divi-
dends paid on its preferred stock provided in section 26 (h);

“(C) In the case of a western hemisphere trade corpora-
tion (as defined in section 109), the credit provided in section 
26 (i).

“(2) Other  taxable  years  begi nning  befor e  july  1, 1950.— 
In the case of taxable years (other than the calendar year 1950, 
to which paragraph (1) applies) beginning before July 1, 1950, 
the term ‘corporation surtax net income’ means the net income 
minus the credit for dividends received provided in section 26 (b) 
and minus, in the case of a public utility, the credit for dividends 
paid on its preferred stock provided in section 26 (h). For the 
purposes of this paragraph, dividends received on the preferred 
stock of a public utility shall be disregarded in computing the 
credit for dividends received provided in section 26 (b).

“(b) Imposit ion  of  Tax .—
“(1) Taxable  years  beginning  after  june  30, 1950.—In the 

case of taxable years beginning after June 30, 1950, there shall 
be levied, collected, and paid for each taxable year upon the 
corporation surtax net income of every corporation (except a 
corporation subject to a tax imposed by section 231 (a), Supple-
ment G, or Supplement Q) a surtax of 20 per centum of the 
amount of the corporation surtax net income in excess of $25,000.

“(2) Cale ndar  year  1950.—In the case of a taxable year 
beginning on January 1, 1950, and ending on December 31, 1950, 
there shall be levied, collected, and paid for such taxable year 
upon the corporation surtax net income of every corporation 
(except a corporation subject to a tax imposed by section 231
(a),  Supplement G, or Supplement Q) a surtax determined by 
computing a tentative surtax of 19 per centum of the amount of 
the corporation surtax net income in excess of $25,000, and by 
reducing such tentative surtax by an amount equal to 1 per centum 
of the lower of (A) the amount of the credit provided in section 
26 (a), or (B) the amount by which the corporation surtax net 
income exceeds $25,000.

“(3) Other  taxable  years  begin ning  befor e july  1, 1950.— 
In the case of taxable years (other than the calendar year 1950, 
to which paragraph (2) applies) beginning before July 1, 1950, 
there shall be levied, collected, and paid for each taxable year 
upon the corporation surtax net income of every corporation 
(except a western hemisphere trade corporation as defined in 
section 109, and except a corporation subject to a tax imposed 
by section 231 (a), Supplement G, or Supplement Q) a surtax 
as follows:

“(A) Suet  ax  net  incomes  not  over  $25,000.—Upon cor-
poration surtax net incomes not over $25,000, 6 per centum 
of the amount thereof.

“(B) Surtax  net  income s ove r  $25,000 but  not  over  
$50,000.—Upon corporation surtax net incomes over 
$25,000, but not over $50,000, $1,500 plus 22 per centum of 
the amount of the corporation surtax net income over 
$25,000.
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“(C) Surtax  net  incomes  over  $50.000.—Upon corpora-

tion surtax net incomes over $50,000, 14 per centum of the 
corporation surtax net income.

For computation of tax in case the taxable year ends after June 
30, 1950, see section 108 (f).”

(d) Mutu al  Insurance  Comp anies  Other  Than  Lif e or  
Marine .—

(1) Section 207 (a) (1) (relating to normal tax and surtax 
on mutual insurance companies, other than life or marine) is 
hereby amended by striking out subparagraphs (A) and (B) 
and inserting in lieu thereof the following:

“(A) Taxable Years Beginning After June 30, 1950.—In 
the case of taxable years beginning after June 30, 1950—

“(i) Normal Tax.—A normal tax on the normal-tax 
net income, computed at the rate provided in section 13
(b) (1), or 50 per centum of the amount by which the 
normal-tax net income exceeds $3,000, whichever is the 
lesser; plus

“(ii) Surtax.—A surtax on the corporation surtax net 
income, computed as provided in section 15 (b) (1).

“(B) Calendar Year 1950.—In the case of a taxable year 
beginning on January 1, 1950, and ending on December 31, 
1950—

“(i) Normal Tax.—A normal tax on the normal-tax 
net income, computed at the rate provided in section 13 
(b) (2), or 46 per centum of the amount by which the 
normal-tax net income exceeds $3,000, whichever is the 
•lesser; plus

“(ii) Surtax.—A surtax on the corporation surtax net 
income, computed as provided in section 15 (b) (2).”

(2) Section 207 (a) (3) (relating to normal tax and surtax 
on interinsurers or reciprocal underwriters) is hereby amended 
by striking out subparagraphs (A) and (B) and inserting in lieu 
thereof the following:

“(A) Taxable Years Beginning After June 30, 1950.—In 
the case of taxable years beginning after June 30, 1950—

“(i) Normal tax.—A normal tax on the normal-tax net 
income, computed at the rate provided in section 13 (b)
(1),  or 50 per centum of the amount by which the normal-
tax net income exceeds $50,000, whichever is the lesser; 
plus

“(ii) Surtax.—A surtax on the corporation surtax 
net income, computed as provided in section 15 (b) (1), 
or 30 per centum of the amount by which the corporation 
surtax net income exceeds $50,000, whichever is the lesser. 

“(B) Calendar Year 1950.—In the case of a taxable year 
beginning on January 1, 1950, and ending on December 31, 
1950—

“(i) Normal tax.—A normal tax on the normal-tax 
net income, computed at the rate provided in section 13 
(b) (2), or 46 per centum of the amount by which the 
normal-tax net income exceeds $50,000, whichever is the 
lesser; plus

“(ii) Surtax.—A surtax on the corporation surtax net 
income, in an amount computed as provided in section 
15 (b) (2), or in an amount equal to one and one-half 
times the surtax which would be computed under section 
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15 (b) (2) if the corporation surtax net income were 
reduced by $25,000, whichever amount is the lesser.”

(3) The amendments made by this subsection shall apply only 
with respect to taxable years beginning after June 30, 1950, and 
to taxable years beginning on January 1, 1950, and ending on 
December 31, 1950.

(e) Regulat ed  Investm ent  Comp ani es .—
(1) Section 362 (b) (3) (relating to normal tax on regulated 

investment companies) is hereby amended to read as follows:
“ (3) In the case of taxable years beginning after June 30, 1950, 

there shall be levied, collected, and paid for each taxable year upon 
its Supplement Q net income a tax equal to 25 per centum of the 
amount thereof. In the case of taxable years beginning after 
December 31, 1949, and before July 1, 1950, there shall be levied, 
collected, and paid for each taxable year upon its Supplement Q 
net income a tax equal to 23 per centum of the amount thereof.”

(2) Section 362 (b) (4) (relating to surtax on regulated invest-
ment companies) is hereby amended to read as follows:

“ (4) In the case of taxable years beginning after June 30, 1950, 
there shall be levied, collected, and paid for each taxable year 
upon its Supplement Q surtax net income a tax equal to 20 per 
centum of the amount thereof in excess of $25,000. In the case of 
taxable years beginning after December 31, 1949, and before July 
1, 1950, there shall be levied, collected, and paid for each taxable 
year upon its Supplement Q surtax net income a tax equal to 19 
per centum of the amount thereof in excess of $25,000.”

(3) The amendments made by this subsection shall be appli-
cable only with respect to taxable years beginning after December 
31, 1949.

(f) Tax  Under  Consoli dated  Returns .—Section 141 (c) (relating 
to computation and payment of tax on consolidated returns) is hereby 
amended by inserting after the first sentence the following: “If the 
affiliated group includes one or more western hemisphere trade cor-
porations (as defined in section 109), the increase of 2 per centum 
provided in the preceding sentence shall be applied only on the amount 
by which the consolidated corporation surtax net income of the affili-
ated group exceeds the portion (if any) of the consolidated corporation 
surtax net income attributable to the western hemisphere trade cor-
porations included in such group.”

(g) Technical  Amend ment s .—
(1) Section 26 (h) (2) (relating to definition of public utility) 

is hereby amended by striking out “As used in this subsection and 
section 15 (a) ” and inserting in lieu thereof “As used in this sub-
section, subsection (b), and sections 13 and 15”.

(2) Section 122 (c) (relating to amount of net operating loss 
deduction) is hereby amended by striking out “without the credit 
provided in section 26 (e)” and inserting in lieu thereof “without 
the credits provided in section 26 (h) and (i)”.

(3) Effective with respect to taxable years beginning after 
June 30, 1950, and with respect to taxable years beginning on 
January 1, 1950, and ending on December 31, 1950, section 201 
(a) (1) (relating to tax on life insurance companies) is hereby 
amended by striking out “at the rates provided in section 13 or 
section 14 (b) and in section 15 (b)” and inserting in lieu thereof 
“computed as provided in section 13 (b) and in section 15 (b)”.

(4) Effective with respect to taxable years beginning after 
June 30, 1950, and with respect to taxable years beginning on

PUBLIC LAWS—CH. 994—SEPT. 23, 1950 [64 Sta t .
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January 1, 1950, and ending on December 31, 1950, section 204 
(a) (1) (relating to insurance companies other than life or 
mutual) is hereby amended by striking out “at the rates specified 
in section 13 or section 14 (b) and in section 15 (b) ” and inserting 
in lieu thereof “computed as provided in section 13 (b) and in 
section 15 (b)

(5) Effective with respect to taxable years beginning after 
June 30, 1950, and with respect to taxable years beginning on 
January 1, 1950, and ending on December 31, 1950, section 231 (b) 
(relating to foreign corporations engaged in trade or business 
within the United States) is hereby amended by striking out “sec-
tion 14 (c) (1)” and inserting in lieu thereof “section 13”.

SEC. 122. CREDITS OF CORPORATIONS.
(a) Divi dend s  Received  Credit .—Section 26 (b) (relating to cred-

its allowed corporations with respect to dividends received) is hereby 
amended to read as follows:

“(b) Divi dend s  Receive d .—An amount equal to the sum of—
“(1) In  general .—85 per centum of the amount received as 

dividends (other than dividends received in taxable years 
described in paragraph (2) on the preferred stock of a public 
utility) from a domestic corporation which is subject to taxation 
under this chapter; and

“(2) Certain  preferred  stock .—
“(A) Taxable  years  begin ning  aft er  june  30, 1950.—In 

the case of taxable years beginning after June 30, 1950, 59 
per centum of the amount received as dividends on the pre-
ferred stock of a public utility which is subject to taxation 
under this chapter.

“(B) Calendar  year  1950.—In the case of a taxable year 
beginning on January 1, 1950, and ending on December 31, 
1950, 57 per centum of the amount received as dividends on 
the preferred stock of a public utility which is subject to 
taxation under this chapter.

For the purpose of this subsection (but not for the purposes of com-
puting adjusted net income), if the whole or any part of a dividend 
is received after August 31, 1950, in property other than money, then, 
with respect to such property, the shareholder shall not be considered 
to have received as a dividend an amount in excess of the adjusted basis 
of such property in the hands of the distributing corporation at the 
time of distribution increased in the amount of gain or decreased in 
the amount of loss recognized to the distributing corporation by reason 
of such distribution. The credit allowed under this subsection shall not 
be allowed in respect of dividends received from a corporation organ-
ized under the China Trade Act, 1922, 42 Stat. 849 (U. S. C., title 15, 
c. 4), or from a corporation which under section 251 is taxable only on 
its gross income from sources within the United States by reason of its 
receiving a large percentage of its gross income from sources within 
a possession of the United States. In no event shall the credit allowed 
by this subsection exceed 85 per centum of the adjusted net income 
computed without regard to the deduction allowed by section 23 (s).”

(b) Credi t  for  Dividends  Paid  on  Certa in  Pref err ed  Stock .— 
The first sentence of section 26 (h) (1) (relating to amount of credit 
for dividends paid on certain preferred stock) is hereby amended to 
read as follows: “In the case of a public utility, the amount of divi-
dends paid during the taxable year on its preferred stock, except 
that (A.) in the case of a taxable year beginning on January 1, 1950,

56 Stat. 870.
26 U. S. C. § 204 (a) 

(1).

Ante, pp. 914, 916; 
post, p. 1216.

53 Stat. 866.
26 U. S. C. § 231 (b).

Ante, p. 914.

53 Stat. 19.
26 U. S. C. § 26 (b).

15 U.S.C., Sup.m, 
§ 146a.

53 Stat. 79.
26 U. S. C. § 251; 

Sup. III, § 251.
Post, p. 944.

53 Stat. 867.
26 U. S. C. § 23 (s).

56 Stat. 830.
26 U. S. C. § 26 (h) 

(1).
Post, p. 1216.



920 PUBLIC LAWS—CH. 994—SEPT. 23, 1950 [64 Stat .

53 Stat. 18.26 U. S. C. § 26.
Ante, pp. 918, 919; 

post, p. 1216.

56 Stat. 838.26 U. S. C. § 109.

Infra.

56 Stat. 837; 62 Stat. 136.26 U. S. C., Sup. III, § 108 (e).

Ante, pp. 910, 911.

53 Stat. 6.26 U. S. C. § 12 (d). 
Ante, pp. 910, 911, 914.

53 Stat. 6.26 U. S. C. § 12 (d).
Ante, pp. 910, 911, 912.

and ending on December 31, 1950, only an amount equal to 33 per 
centum of the lower of (i) the amount of dividends paid during such 
taxable year on its preferred stock or (ii) the adjusted net income for 
such taxable year minus the credit for dividends received provided 
in subsection (b) for such year, and (B) in the case of any taxable 
year beginning after June 30, 1950, only an amount equal to 31 per 
centum of the lower of (i) the amount of dividends paid during 
such taxable year on its preferred stock or (ii) the adjusted net income 
for such taxable year minus the credit for dividends received pro-
vided in subsection (b) for such year.”.

(c) Wes tern  Hemis phere  Trade  Corporations .—Section 26 (relat-
ing to credits of corporations) is hereby amended by adding at the 
end thereof the following new subsection:

“(i) Weste rn  Hemis phere  Trade  Corporations .—In the case of a 
western hemisphere trade corporation (as defined in section 109) — 

“(1) Taxable  years  beginn ing  after  june  30, 1950.—In the 
case of any taxable year beginning after June 30, 1950, an amount 
equal to 31 per centum of its normal-tax net income computed 
without regard to the credit provided in this subsection.

“(2) Cale nda r  year  1950.—In the case of a taxable year 
beginning on January 1, 1950, and ending on December 31, 1950, 
an amount equal to 33 per centum of its normal-tax net income 
computed without regard to the credit provided in this sub-
section.”

SEC. 123. EFFECTIVE DATE OF PART II.
The amendments made by this part shall be applicable only with 

respect to taxable years ending after December 31, 1949. For treatment 
of taxable years (other than the calendar year 1950) beginning before 
July 1, 1950, and ending after June 30, 1950, see section 131.

Part III—Fiscal Year Taxpayers
SEC. 131. FISCAL YEAR TAXPAYERS.

(a) Amendm ent  of  Section  108.—Section 108 is hereby amended 
by striking out subsection (e) and inserting in lieu thereof the follow-
ing new subsections:

“(e) Certain  Taxable  Years  of  Indivi duals  Beginni ng  Befor e  
October  1, 1950, and  Ending  After  September  30, 1950.—In the case 
of a taxable year (other than one beginning on January 1, 1950, and 
ending on December 31, 1950) of a taxpayer other than a corporation 
beginning before October 1, 1950, and ending after September 30, 1950, 
the tax imposed by sections 11, 12, and 400 shall be an amount equal 
to the sum of—

“ (1) that portion of a tentative tax, computed under the provi-
sions of sections 11 (b), 12 (b) (2), 12 (c) (2), and 12 (d), or 
Table III of section 400, applicable to such taxable year, which the 
number of calendar months in such taxable year prior to October 
1, 1950, bears to the total number of calendar months in such 
taxable year, plus

“(2) that portion of a tentative tax, computed under the pro-
visions of sections 11 (a),12 (b) (1),12 (d),and 12 (f),orTableI 
of section 400, as if such provisions were applicable to such taxable 
year, which the number of calendar months in such taxable year 
after September 30, 1950, bears to the total number of calendar 
months in such taxable year.
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For the purposes of this subsection, a calendar month only part of 
which falls within the taxable year (A) shall be disregarded if less 
than 15 days of such month are included in such taxable year, and (B) 
shall be included as a calendar month within the taxable year if more 
than 14 days of such month fall within the taxable year.

“(f) Certain  Taxable  Years  of  Corpora tion s  Beginni ng  Befor e  
July  1, 1950, and  Ending  After  June  30, 1950.—In the case of a 
taxable year (other than one beginning on January 1, 1950, and ending 
on December 31, 1950) of a corporation beginning before July 1, 1950, 
and ending after June 30, 1950, the tax imposed by sections 13,14, and 
15 shall be an amount equal to the sum of—

“(1) that portion of a tentative tax, computed under the pro-
visions of sections 13 (b) (3), 14, and 15 (b) (3), applicable to 
such taxable year, which the number of days in such taxable year 
prior to July 1, 1950, bears to the total number of days in such 
taxable year, plus

“(2) that portion of a tentative tax, computed under the pro-
visions of sections 13 (b) (1) and 15 (b) (1), as if such pro-
visions (and the provisions of sections 26 (b) (2) (A), 26 (h) (1) 
(B), and 26 (i) (1)) were applicable to such taxable year, which 
the number of days in such taxable year after June 30, 1950, 
bears to the total number of days in such taxable year.

“(g) Spec ial  Class es  of  Taxpayers .—This section shall not apply 
to an insurance company subject to Supplement G or an investment 
company subject to Supplement Q.”

(b) Eff ecti ve  Date .—The amendment made by subsection (a) in 
striking out subsection (e) of section 108 of the Internal Revenue 
Code shall not apply in the case of any taxable year described in 
subsections (a), (b), or (c) of such section.

Ante, pp. 914, 915; 
post, p. 1216.

Ante, pp. 915, 916.

Ante, pp. 914, 916; 
post, p. 1216.

Ante, pp. 919, 920; 
post, p. 1216.

53 Stat. 71, 98.
26 U. S. C. §§ 201- 

207, 361, 362.
Ante, pp. 917, 918, 

919; post, pp. 947, 961, 
1216.

Nonapplieability.

56 Stat. 837; 59 Stat. 
570.

26 U. S. C. § 108 (a), 
(b), (c).

Part IV—Increase in Withholding of Tax at Source on Wages

SEC. 141. PERCENTAGE METHOD OF WITHHOLDING.
Section 1622 (a) (relating to percentage method of withholding) 

is hereby amended by striking out “15 per centum” and inserting 
in lieu thereof “18 per centum”.

SEC. 142. WAGE BRACKET WITHHOLDING.
The tables contained in section 1622 (c) (1) (relating to wage 

bracket withholding) are hereby amended to read as follows:

62 Stat. 130.
26 U.S.C., Sup. III, 

§ 1622 (a).

62 Stat. 130.
26 U. S. C., Sup. III, 
1622 (c) (1).
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“If the pay-roll period with respect to an employee is weekly
And the wages are— And the number of withholding exemptions claimed is—■

At least But less 0 1 2 3 5 6 7 8 9 10 or 
more

The amount of tax to be withheld shall be—

$0_____ $13—
$14....
$15.—
$16___

18% of $0 $0 $0 $0 $0 $0 $0 $0 $0 $0
$13_____ $2.40 .10 0 0 0 0 0 0 0 0 0
$14. 2.60 .30 0 0 0 0 0 0 0 0 0
$15.... 2.80 .50 0 0 0 0 0 0 0 0 0
$16______ $17___ 3.00 .70 0 0 0 0 0 0 0 0 0
$17— $18—

$19—
$20___

3.20 .80 0 0 0 0 0 0 0 0 0
$18____ 3.30 1.00 0 0 0 0 0 0 0 0 0
$10______ 3.50 1.20 0 0 0 0 0 0 0 0 0
$20. . $21—

$22___
3.70 1.40 0 0 0 0 0 0 0 0 0

$21______ 3.90 1.60 0 0 0 0 0 0 0 0 0
$22______ $23___ 4.10 1. 70 0 0 0 0 0 0 0 0 0
$23______ $24___ 4.20 1.90 0 0 0 0 0 0 0 0 0
$24______ $25___ 4.40 2.10 0 0 0 0 0 0 0 0 0
$25______ $26 ... 4.60 2.30 0 0 0 0 0 0 0 0 0
$26... .. $27___

$28 ...
4.80 2.50 .20 0 0 0 0 0 0 0 0

$27... 5.00 2.60 .30 0 0 0 0 0 0 0 0
$28... $29....

$30___
5.10 2.80 .50 0 0 0 0 0 0 0 0

$29______ 5.30 3.00 .70 0 0 0 0 0 0 0 0
$30 .. $31___

$32 ...
5.50 3.20 .90 0 0 0 0 0 0 0 0

$31______ 5.70 3.40 1.10 0 0 0 0 0 0 0 0
$32______ $33—

$34___
5.90 3.50 1.20 0 0 0 0 0 0 0 0

$33______ 6.00 3. 70 1.40 0 0 0 0 0 0 0 0
$34... $35—

$36___
6.20 3.90 1.60 0 0 0 0 0 0 0 0

$35______ 6.40 4.10 1.80 0 0 0 0 0 0 0 0
$36______ $37___ 6.60 4.30 2.00 0 0 0 0 0 0 0 0
$37______ $38—.

$39—
$40— 
$41___
$42....

6.80 4.40 2.10 0 0 0 0 0 0 0 0
$38 - ... 6.90 4.60 2.30 0 0 0 0 0 0 0 0
$39______ 7.10 4.80 2.50 .20 0 0 0 0 0 0 0
$40______ 7.30 5.00 2. 70 .40 0 0 0 0 0 0 0
$41______ 7.50 5.20 2.90 .50 0 0 0 0 0 0 0
$42... $43___

$44___
$45 ...

7.70 5.30 3.00 .70 0 0 0 0 0 0 0
$43______ 7.80 5. 50 3.20 .90 0 0 0 0 0 0 0
$44______ 8.00 5.70 3.40 1.10 0 0 0 0 0 0 0
$45______ $46--.

$47—
8.20 5.90 3.60 1.30 0 0 0 0 0 0 0

$46______ 8.40 6.10 3.80 1.40 0 0 0 0 0 0 0
$47______ $48—

$49—
$50—
$51—
$52—

8.60 6.20 3.90 1.60 0 0 0 0 0 0 0
$48______ 8.70 6.40 4.10 1.80 0 0 0 0 0 0 0
$49... .... 8.90 6.60 4.30 2. 00 0 0 0 0 0 0 0
$50______ 9.10 6.80 4.50 2.20 0 0 0 0 0/ 0 0
$51______ 9.30 7.00 4.70 2.30 0 0 0 0 0 0 0
$52______ $53___

$54—
9.50 7.10 4.80 2.50 .20 0 0 0 0 0 0

$53______ 9.60 7.30 5.00 2.70 .40 0 0 0 0 0 0
$54 .. $55___

$56....
9.80 7. 50 5.20 2.90 .60 0 0 0 0 0 0

$55............ 10. 00 7.70 5. 40 3.10 .80 0 0 0 0 0 0
$56_____ $57___

$58—
$59—.

10.20 7.90 5.60 3.20 .90 0 0 0 0 0 0
$57_____ 10.40 8.00 5.70 3.40 1.10 0 0 0 0 0 0
$58______ 10.50 8.20 5.90 3.60 1.30 0 0 0 0 0 0
$59_____ $60___

$62___
$64___

10.70 8.40 6.10 3.80 1.50 0 0 0 0 0 0
$60_____ 11.00 8.70 6.40 4.10 1.70 0 0 0 0 0 0
$62______ 11.30 9.00 6.70 4.40 2.10 0 0 0 0 0 0
$64........ . $66—

$68___
11.70 9.40 7.10 4.80 2. 50 .20 0 0 0 0 0

$66_____ 12.10 9.80 7.40 5.10 2.80 .50 0 0 0 0 0
$68_____ $70___

$72...
$74—
$76....

12.40 10.10 7.80 5.50 3.20 .90 0 0 0 0 0
$70______ 12.80 10.50 8. 20 5.90 3.50 1.20 0 0 0 0 0
$72_____ 13.10 10.80 8.50 6.20 3.90 1.60 0 0 0 0 0
$74______ 13.50 11.20 8.90 6.60 4.30 2.00 0 0 0 0 0
$76______ $78— 13. 90 11.60 9.20 6. 90 4.60 2.30 0 0 0 0 0
$78______ $80— 14.20 11. 90 9.60 7.30 5.00 2.70 .40 0 0 0 0
$80. . $82___

$84—
$86___

14.60 12.30 10.00 7.70 5.30 3.00 .70 0 0 0 0
$82______ 14.90 12.60 10.30 8.00 5.70 3.40 1.10 0 0 0 0
$84______ 15. 30 13.00 10.70 8.40 6.10 3.80 1.50 0 0 0 0
$86______ $88___ 15. 70 13. 40 11.00 8.70 6.40 4.10 1.80 0 0 0 0
$88—. ... $90.— 16.00 13. 70 11.40 9.10 6.80 4.50 2.20 0 0 0 0
$90___  .. $92__ 16.40 14.10 11.80 9. 50 7.10 4.80 2.50 .20 0 0 0
$92______ $94___ 16. 70 14.40 12.10 9.80 7.50 5. 20 2.90 .60 0 0 0
$94........ . $96—

$98___
17.10 14.80 12. 50 10.20 7. 90 5.60 3.30 .90 0 0 0

$96______ 17. 50 15. 20 12.80 10.50 8. 20 5.90 3.60 1.30 0 0 0
$98 ____ $100...

$105—
$110...
$115...
$120...
$125—
$130—
$135...

17.80 1.5.50 13.20 10. 90 8.60 6.30 4. 00 1.70 0 0 0
$100____ 18. 50 16.10 13.80 11.50 9. 20 6.90 4. 60 2. 30 0 0 0
$105____ 19.40 17.00 14. 70 12.40 10.10 7.80 5.50 3. 20 .90 0 0
$110_____ 20.30 17.90 15.60 13.30 11.00 8. 70 6. 40 4.10 1.80 0 0
$115 ___ 21.20 18. 80 16. 50 14.20 11.00 9.60 7.30 5. 00 2.70 .40 0
$120 ___ 22.10 19. 70 17. 40 15.10 12. 80 10.50 8. 20 5. 90 3.60 1.30 0
$125_____ 23. 00 20.60 18.30 16.00 13. 70 11.40 9.10 6.80 4.50 2. 20 0
$130_____ 23.90 21. 50 19.20 16. 90 14.60 12.30 10.00 7.70 5.40 3.10 .80
$135_____ $140... 

$145— 
$150...

24.80 22.40 20.10 17.80 15. 50 13.20 10.90 8.60 6.30 4.00 1.70
$140_____ 25. 70 23.30 21.00 18.70 16.40 14.10 11.80 9.50 7.20 4.90 2.60
$145_____ 26.60 24.20 21.90 19.60 17.30 15.00 12.70 10.40 8.10 5.80 3.50
$150_____ $160.._ 27.90 25.60 23.30 21.00 18.70 16.40 14.10 11.70 9.40 7.10 4.80
$160-.. $170—

$180.-.
29.70 27.40 25.10 22.80 20.50 18.20 15.90 13. 50 11.20 8. 90 6.60

$170_____ 31. 50 29.20 26.90 24.60 22.30 20.00 17.70 15.30 13.00 10.70 8.40
$180_____ $190...

$200...
33.30 31.00 28. 70 26.40 24.10 21.80 19. 50 17.10 14.80 12. 50 10. 20

$190_____ 35.10 32.80 30.50 28.20 25. 90 23.60 21.30 18.90 16.60 14.30 12.00
18 percent of the excess over $200 plus-

$200 and over 36.00 33.70 31.40 29.10 26.80 24.50 22.20 19.80 17. 50 15.20 |12.90
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“If the pay-roll period with respect to an employee is biweekly

And the wages are— And the number of withholding exemptions claimed is

At least But less 
than

0 1 2 3 4 5 6 1 7 8 9 1 10 or
i more

The amount of tax to be withheld shall be—

,$0._ ___ $26.
18% vf
wages $0 $0 $0 $0 $0 $0 $0 $0 $0 $0

$26______ $28 $4.90 .20 0 0 0 0 0 0 0 0 0
$28______ $30 5. 20 .60 0 0 0 0 0 0 0 0 0
$30_...___ $32. 5.60 1.00 0 0 0 0 0 0 0 0 0
$32 .. ___ $34. 5.90 1.30 0 0 0 0 0 0 0 0 0
$34.......... . $36.

$38.
6.30 1.70 0 0 0 0 0 0 0 0 0

$36______ 6.70 2.00 0 0 0 0 0 0 0 0 0
$38______ $40. 7.00 2.40 0 0 0 0 0 0 0 0 0
$40______ $42. 7.40 2.80 0 0 0 0 0 0 0 0 0
$42 .. ___ $44 7.70 3.10 0 0 0 0 0 0 0 0 0
$44 .. $46.

$48.
8.10 3.50 0 0 0 0 0 0 0 0 0

$46______ 8.50 3.80 0 0 0 0 0 0 0 0 0
$48______ $50. 8.80 4.20 0 0 0 0 0 0 0 0 0
$50 ., $52 9.20 4.60 0 0 0 0 0 0 0 0 0
$52______ $54. 9.50 4.90 .30 0 0 0 0 0 0 0 0
$54______ $56.

$58.
9.90 5.30 .70 0 0 0 0 0 0 0 0

$56______ 10.30 5.60 1.00 0 0 0 0 0 0 0 0
$58 - $60.

$62.
10.60 6. 00 1.40 0 0 0 0 0 0 0 0

$60______ 11.00 6.40 1.70 0 0 0 0 0 0 0 0
$62______ $64. 11.30 6. 70 2.10 0 0 0 0 0 0 0 0
$64 .... . $66. 11.70 7.10 2.50 0 0 0 0 0 0 0 0
$66 . $68. 12.10 7.40 2.80 0 0 0 0 0 0 0 0
$68______ $70. 12.40 7.80 3.20 0 0 0 0 0 0 0 0
$70______ $72. 12.80 8. 20 3. 50 0 0 0 0 0 0 0 0
$72_____ $74. 13.10 8. 50 3.90 0 0 0 0 0 0 0 0
$74______ $76. 13. 50 8.90 4.30 0 0 0 0 0 0 0 0
$76_____ $78. 13.90 9.20 4.60 0 0 0 0 0 0 0 0
$78 $80. 14.20 9.60 5.00 .40 0 0 0 0 0 0 0
$80 ___ $82. 14.60 10. 00 5.30 .70 0 0 0 0 0 0 0
$82 ____ $84. 14.90 10. 30 5.70 1.10 0 0 0 0 0 0 0
$84 ____ $86. 15. 30 10.70 6.10 1.50 0 0 0 0 0 0 0
$86 ____ $88. 15. 70 11.00 6. 40 1.80 0 0 0 0 0 0 0
$88 ___ $90. 16.00 11.40 6.80 2. 20 0 0 0 0 0 0 0
$90 ____ $92. 16. 40 11.80 7.10 2. 50 0 0 0 0 0 0 0
$92_____ $94. 16. 70 12.10 7.50 2. 90 0 0 0 0 0 0 0
$94 ___ $96. 17.10 12. 50 7. 90 3.30 0 0 0 0 0 0 0
$96 ____ $98. 17. 50 12. 80 8.20 3. 60 0 0 0 0 0 0 0
$98 ____ $100 17.80 13. 20 8. 60 4.00 0 0 0 0 0 0 0
$100 ___ $102 18. 20 13.60 8. 90 4.30 0 0 0 0 0 0 0
$102_____ $104 18. 50 13.90 9.30 4. 70 .10 0 0 0 0 0 0
$104........ . $106 18.90 14.30 9. 70 5.10 .40 0 0 0 0 0 0
$106____ $108 19. 30 14. 60 10. 00 5. 40 .80 0 0 0 0 0 0
$108 ___ $110

$112
19.60 15.00 10.40 5.80 1.20 0 0 0 0 0 0

$110____ 20.00 15. 40 10.70 6.10 1.50 0 0 0 0 0 0
$112 ___ $114 20. 30 15.70 11.10 6.50 1.90 0 0 0 0 0 0
$114_____ $116 20.70 16.10 11.50 6. 90 2.20 0 0 0 0 0 0
$116_____ $118 21.10 16.40 11.80 7.20 2.60 0 0 0 0 0 0
$118_____ $120 21.40 16. 80 12. 20 7.60 3. 00 0 0 0 0 0 0
$120........ - $124 22.00 17.30 12. 70 8.10 3. 50 0 0 0 0 0 0
$124_____ $128 22. 70 18.10 13.40 8. 80 4. 20 0 0 0 0 0 0
$128 ___ $132

$136
23. 40 18.80 14.20 9.60 4. 90 .30 0 0 0 0 0

$132____ 24.10 19. 50 14.90 10.30 5.70 1.00 0 0 0 0 0
$136_____ $140 24.80 20. 20 15.60 11. 00 6.40 1.80 0 0 0 0 0
$140_____ $144 25.60 20. 90 16.30 11.70 7.10 2.50 0 0 0 0 0
$144_____ $148 26.30 21.70 17. 00 12.40 7.80 3.20 0 0 0 0 0
$148_____ $152 27.00 22.40 17.80 13. 20 8. 50 3. 90 0 0 0 0 0
$152_____ $156 27. 70 23.10 18.50 13.90 9.30 4.60 0 0 0 0 0
$156_____ $160 28.40 23.80 19.20 14.60 10.00 5.40 .70 0 0 0 0
$160_____ $164 29. 20 24. 50 19.90 15.30 10. 70 6.10 1.50 0 0 0 0
$164____ $168 29. 90 25.30 20.60 16.00 11.40 6.80 2.20 0 0 0 0
$168_____ $172 30.60 26. 00 21.40 16.80 12.10 7. 50 2. 90 0 0 0 0
$172.......... $176 31.30 26.70 22.10 17. 50 12. 90 8.20 3.60 0 0 0 0
$176.......... $180 32.00 27.40 22.80 18.20 13.60 9.00 4.30 0 0 0 0
$180____ $184 32.80 28.10 23.50 18.90 14.30 9.70 5.10 .50 0 0 0
$184 _ ... $188 33. 50 28.90 24.20 19.60 15.00 10.40 5.80 1.20 0 0 0
$188_____ $192 34. 20 29.60 25.00 20.40 15. 70 11.10 6. 50 1.90 0 0 0
$192____ $196 34.90 30.30 25. 70 21.10 16.50 11.80 7.20 2.60 0 0 0
$196 ___ $200 35.60 31.00 26.40 21.80 17.20 12. 60 7. 90 3.30 0 0 0
$200 ___ $210 36.90 32.30 27.70 23.10 18. 40 13.80 9.20 4.60 0 0 0
$210_____ $220 38. 70 34.10 29.50 24.90 20. 20 15.60 11.00 6.40 1.80 0 0
$220 $230 40. 50 35.90 31.30 26.70 22. 00 17.40 12.80 8.20 3.60 0 0
$230_____ $240 42.30 37.70 33.10 28.50 23.80 19.20 14.60 10.00 5.40 .80 0
$240_____ $250 44.10 39. 50 34.90 30.30 25.60 21.00 16.40 11.80 7.20 2.60 0
$250_____ $260 45.90 41.30 36. 70 32.10 27.40 22.80 18.20 13.60 9.00 4.40 0
$260_____ $270 47.70 43.10 38. 50 33.90 29.20 24.60 20.00 15.40 10. 80 6. 20 1.50
$270_____ $280 49. 50 44.90 40.30 35. 70 31.00 26.40 21.80 17. 20 12.60 8.00 3.30
$280_____ $290 51.30 46.70 42.10 37.50 32.80 28.20 23. 60 19.00 14.40 9.80 5.10
$290_____ $300 53.10 48.50 43.90 39. 30 34.60 30.00 25.40 20. 80 16.20 11.60 6.90
$300 ___ $320 55.80 51.20 46. 60 42. 00 37.30 32.70 28.10 23.50 18.90 14.30 9.60
$320_____ $340 59.40 54. 80 50.20 45.60 40.90 36.30 31. 70 27.10 22.50 17.00 13.20
$340_____ $360 63.00 58. 40 53.80 49.20 44. 50 39. 90 35.30 30.70 26.10 21. 50 16.80
$360_____ $380 66.60 62.00 57.40 52.80 48.10 43. 50 38.90 34.30 29.70 25.10 20.40
$380.......... $400 70.20 65.60 61.00 56.40 51.70 47.10 42.50 37.90 33.30 28.70 24.00

18 percent of the excess over $400 plus-
$400 and over___ 72.00 67.40 62.80 58.20 53.50 48.90 44.30 39.70 | 35.10 30.50 |25.80
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And the wages are— And the number of withholding exemptions claimed is—
° 1 1 | 2 j 3 1 4 5 1 6 1 7 8 9 10 or 

more
At least But less

than The amount of tax to be withheld shall be—

$0______ $28____ 18% of $0 $0 $0 $0 $0 $0 $0 $0 $0 $0
$28 ___ $30____ $5.20 .20 0 0 0 0 0 0 0 0 0
$30--......... $32____ 5.60 .60 0 0 0 0 0 0 0 0 0
$32 ___ $34 ___ 5.90 .90 0 0 0 0 0 0 0 0 0
$34_____ $36......... 6.30 1.30 0 0 0 0 0 0 0 0 0
$36 ___ $38_____ 6.70 1.70 0 0 0 0 0 0 0 0 0
$38 ___ $40 ____ 7.00 2.00 0 0 0 0 0 0 0 0 0
$40 ___ $42_____ 7. 40 2.40 0 0 0 0 0 0 0 0 0
$42 . ___ $44_____ 7. 70 2.70 0 0 0 0 0 0 0 0 0
$44. .,..... - $46_____ 8.10 3.10 0 0 0 0 0 0 0 0 0
$46 ____ $48_____ 8.50 3.50 0 0 0 0 0 0 0 0 0
$48 ____ $50_____ 8. 80 3.80 0 0 0 0 0 0 0 0 0
$50 ___ $52____ 9.20 4. 20 0 0 0 0 0 0 0 0 0
$52.......... . $54_____ 9.50 4.50 0 0 0 0 0 0 0 0 0
$54 ____ $56_____ 9.90 4.90 0 0 0 0 0 0 0 0 0
$56........ _. $58_____ 10. 30 5. 30 .30 0 0 0 0 0 0 0 0
$58_____ $60_____ 10. 60 5.60 .60 0 0 0 0 0 0 0 0
$60_____ $62_____ 11.00 6.00 1.00 0 0 0 0 0 0 0 0
$62 ___ $64_____ 11.30 6.30 1.30 0 0 0 0 0 0 0 0
$64 $66 ___ 11.70 6.70 1.70 0 0 0 0 0 0 0 0
$66 $68____ 12.10 7.10 2.10 0 0 0 0 0 0 0 0
$68 . $70_____ 12.40 7.40 2.40 0 0 0 0 0 0 0 0
$70 . $72____ 12.80 7.80 2.80 0 0 0 0 0 0 0 0
$72 $74 13.10 8.10 3.10 0 0 0 0 0 0 0 0
$74 -. $76_____ 13. 50 8. 50 3.50 0 0 0 0 0 0 0 0
$76 - $78_____ 13.90 8.90 3.90 0 0 0 0 0 0 0 0
$78. . $80____ 14.20 9.20 4.20 0 0 0 0 0 0 0 0
$80 $82____ 14.60 9.60 4.60 0 0 0 0 0 0 0 0
$82- . $84_____ 14.90 9.90 4.90 0 0 0 0 0 0 0 0
$84 ___ $86_____ 15.30 10.30 5.30 .30 0 0 0 0 0 0 0
$86 . ... $88____ 15.70 10.70 5.70 .70 0 0 0 0 0 0 0
$88 $90____ 16.00 11.00 6.00 1.00 0 0 0 0 0 0 0
$90 ___ $92_____ 16. 40 11.40 6.40 1.40 0 0 0 0 0 0 0
$92 - . - $94_____ 16.70 11.70 6.70 1.70 0 0 0 0 0 0 0
$94 $96_____ 17.10 12.10 7.10 2.10 0 0 0 0 0 0 0
$96 $98____ 17. 50 12. 50 7.50 2.50 0 0 0 0 0 0 0
$98 ____ $100____ 17.80 12.80 7.80 2.80 0 0 0 0 0 0 0
$100......... $102____ 18.20 13.20 8.20 3.20 0 0 0 0 0 0 0
$102..___ $104____ 18.50 13.50 8.50 3.50 0 0 0 0 0 0 0
$104 ___ $106____ 18.90 13.90 8.90 3. 90 0 0 0 0 0 0 0
$106 ___ $108____ 19.30 14.30 9.30 4. 30 0 0 0 0 0 0 0
$108____ $110____ 19.60 14.60 9.60 4.60 0 0 0 0 0 0 0
$110 ___ $112____ 20.00 15.00 10.00 5.00 0 0 0 0 0 0 0
$112_____ $114____ 20. 30 15.30 10. 30 5. 30 .30 0 0 0 0 0 0
$114 ___ $116____ 20.70 15.70 10.70 5.70 .70 0 0 0 0 0 0
$116 $118 ___ 21.10 16.10 11.10 6.10 1.10 0 0 0 0 0 0
$118 $120____ 21.40 16.40 11.40 6.40 1.40 0 0 0 0 0 0
$120 ___ $124___ 22.00 17.00 12.00 7.00 2.00 0 0 0 0 0 0
$124_____ $128____ 22. 70 17.70 12. 70 7.70 2.70 0 0 0 0 0 0
$] 28 $132___ 23.40 18.40 13.40 8.40 3. 40 0 0 0 0 0 0
$132____ $136____ 24.10 19.10 14.10 9.10 4.10 0 0 0 0 0 0
$136____ $140___ 24.80 19.80 14. 80 9.80 4.80 0 0 0 0 0 0
$140 $144___ 25.60 20.60 15.60 10.60 5.60 .60 0 0 0 0 0
$144 $148___ 26.30 21.30 16.30 11.30 6.30 1.30 0 0 0 0 0
$148 . $152___ 27.00 22.00 17.00 12.00 7.00 2.00 0 0 0 0 0
$152.......... $156____ 27.70 22.70 17.70 12.70 7.70 2. 70 0 0 0 0 0
$156 $160___ 28.40 23.40 18.40 13. 40 8.40 3.40 0 0 0 0 0
$160 ___ $164____ 29.20 24.20 19.20 14.20 9.20 4.20 0 0 0 0 0
$164 ___ $168____ 29.90 24. 90 19. 90 14. 90 9.90 4.90 0 0 0 0 0
$168 ___ $172____ 30.60 25. 60 20. 60 15. 60 10.60 5.60 .60 0 0 0 0
$172 $176 31.30 26.30 21.30 16. 30 11.30 6.30 1.30 0 0 0 0
$176 ___ $180____ 32. 00 27. 00 22.00 17. 00 12.00 7.00 2. 00 0 0 0 0
$180_____ $184____ 32.80 27.80 22.80 17. 80 12.80 7.80 2.80 0 0 0 0
$184_____ $188____ 33. 50 28. 50 23. 50 18. 50 13. 50 8.50 3.50 0 0 0 0
$188_____ $192____ 34.20 29. 20 24.20 19. 20 14. 20 9.20 4.20 0 0 0 0
$192.......... $196____ 34. 90 29.90 24. 90 19.90 14.90 9.90 4.90 0 0 0 0
$196____ $200____ 35. 60 30. 60 25.60 20.60 15. 60 10. 60 5. 60 .60 0 0 0
$200 ___ $210____ 36. 90 31.90 26.90 21.90 16. 90 11.90 6.90 1.90 0 0 0
$210 ___ $220____ 38. 70 33. 70 28.70 23.70 18. 70 13. 70 8. 70 3.70 0 0 0
$220 $230____ 40. 50 35.50 30. 50 25.50 20. 50 15. 50 10. 50 5. 50 . 50 0 0
$230 ___ $240____ 42.30 37.30 32.30 27. 30 22.30 17.30 12.30 7.30 2.30 0 0
$240 ___ $250. 44.10 39.10 34.10 29.10 24.10 19.10 14.10 9.10 4.10 0 0
$250 ___ $260____ 45.90 40.90 35.90 30.90 25.90 20.90 15.90 10.90 5.90 .90 0
$260 ___ $270____ 47.70 42.70 37.70 32. 70 27. 70 22.70 17.70 12.70 7. 70 2.70 0
$270 ___ $280____ 49. 50 44.50 39.50 34.50 29.50 24.50 19. 50 14.50 9.50 4.50 0
$280 __ $290____ 51.30 46.30 41.30 36. 30 31.30 26.30 21.30 16.30 11.30 6.30 1.30
$290 ___ $300____ 53.10 48.10 43.10 38.10 33.10 28.10 23.10 18.10 13.10 8.10 3.10
$300 ___ $320 ___ 55.80 50.80 45.80 40.80 35.80 30.80 25.80 20.80 15.80 10.80 5.80
$320 ____ $340____ 59.40 54.40 49.40 44.40 39.40 34.40 29.40 24.40 19.40 14.40 9.40
$340 ___ $360......... 63.00 58.00 53.00 48.00 43.00 38.00 33. 00 28.00 23.00 18.00 13.00
$360 ___ $380....... . 66.60 61.60 56.60 51.60 46.60 41.60 36.60 31.60 26.60 21.60 16.60
$380_____ $400____ 70.20 65.20 60.20 55.20 50.20 45.20 40.20 35.20 30.20 25.20 20.20
$400_____ $420____ 73.80 68.80 63.80 58.80 53.80 48.80 43.80 38.80 33.80 28.80 23.80
$420_____ $440____ 77.40 72.40 67.40 62.40 57.40 52.40 47.40 42.40 37.40 32.40 27.40
$440_____ $460____ 81.00 76.00 71.00 66.00 61.00 56.00 51. 00 46.00 41.00 36.00 31.00
$460-.. $480____ 84.60 79.60 74.60 69.60 64.60 59.60 54.60 49.60 44.60 39.60 34.60
$480_____ $500......... 88.20 83.20 78.20 73.20 68.20 63.20 58.20 53.20 48.20 43.20 38.20

18 percent of the excess over $500 plus—
$500 and over.............. 1 90.00 I 85.00 i 80.00 I 75.00 70.00 65.00 60.00 | 55.00 50.00 45.00 |40.00

“If the pay-roll period with respect to an employee is semimonthly
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“If the pay-roll period with respect to an employee is monthly

And the wages are— And the number of withholding exemptions claimed is—

0 1 2 3 4 5 6 7 8 9 10 or
more

At least But less
than The amount of tax to be withheld shall be—

$0 ____ $56______
18% of $0 $0 $0 $0 $0 $0 $0 $0 $0 $0

$56 ___ $60_____ $io”. 40 .40 0 0 0 0 0 0 0 0 0
$60 __ $64_____ 11.20 1.20 0 0 0 0 0 0 0 0 0
$64. .. .. $68_____ 11.90 1.90 0 0 0 0 0 0 0 0 0
$68 ... $72_____ 12.60 2.60 0 0 0 0 0 0 0 0 0
$72______ $76_____ 13. 30 3.30 0 0 0 0 0 0 0 0 0
$76______ $80_____ 14.00 4.00 0 0 0 0 0 0 0 0 0
$80 ____ $84_____ 14. 80 4. 80 0 0 0 0 0 0 0 0 0
$84 . . $88_____ 15. 50 5.50 0 0 0 0 0 0 0 0 0
$88 ____ $92_____ 16.20 6.20 0 0 0 0 0 0 0 0 0
$92 ____ $96_____ 16.90 6.90 0 0 0 0 0 0 0 0 0
$96 ___ $100____ 17.60 7.60 0 0 0 0 0 0 0 0 0
$100 $104 __ 18.40 8. 40 0 0 0 0 0 0 0 0 0
$104. ___ $108___ 19.10 9.10 0 0 0 0 0 0 0 0 0
$108_____ $112____ 19.80 9.80 0 0 0 0 0 0 0 0 0
$112_____ $116........ 20.50 10.50 .50 0 0 0 0 0 0 0 0
$116____ $120____ 21.20 11.20 1.20 0 0 0 0 0 0 0 0
$120____ $124____ 22.00 12. 00 2.00 0 0 0 0 0 0 0 0
$124 . $128____ 22. 70 12.70 2. 70 0 0 0 0 0 0 0 0
$128_____ $132____ 23. 40 13. 40 3. 40 0 0 0 0 0 0 0 0
$132____ $136____ 24.10 14.10 4.10 0 0 0 0 0 0 0 0
$136____ $140____ 24. 80 14.80 4.80 0 0 0 0 0 0 0 0
$140 $144____ 25.60 15.60 5.60 0 0 0 0 0 0 0 0
$144____ $148____ 26. 30 16.30 6.30 0 0 0 0 0 0 0 0
$148____ $152____ 27. 00 17. 00 7.00 0 0 0 0 0 0 0 0
$152___ $156____ 27.70 17.70 7.70 0 0 0 0 0 0 0 0
$156 __ $160____ 28. 40 18. 40 8. 40 0 0 0 0 0 0 0 0
$160_____ $164____ 29.20 19.20 9.20 0 0 0 0 0 0 0 0
$164_____ $168____ 29. 90 19.90 9. 90 0 0 0 0 0 0 0 0
$168____ $172____ 30.60 20.60 10. 60 .60 0 0 0 0 0 0 0
$172_____ $176____ 31.30 21.30 11.30 1.30 0 0 0 0 0 0 0
$176_____ $180____ 32.00 22. 00 12.00 2. 00 0 0 0 0 0 0 0
$180____ $184____ 32. 80 22.80 12.80 2. 80 0 0 0 0 0 0 0
$184____ $188____ 33.50 23.50 13. 50 3.50 0 0 0 0 0 0 0
$188_____ $192____ 34.20 24.20 14.20 4.20 0 0 0 0 0 0 0
$192 $196____ 34. 90 24. 90 14.90 4.90 0 0 0 0 0 0 0
$196 $200____ 35.60 25.60 15. 60 5.60 0 0 0 0 0 0 0
$200_____ $204____ 36.40 26. 40 16. 40 6. 40 0 0 0 0 0 0 0
$204_____ $208____ 37.10 27.10 17.10 7.10 0 0 0 0 0 0 0
$208_____ $212____ 37.80 27. 80 17.80 7. 80 0 0 0 0 0 0 0
$212 $216____ 38. 50 28. 50 18. 50 8. 50 0 0 0 0 0 0 0
$216 $220____ 39. 20 29.20 19.20 9.20 0 0 0 0 0 0 0
$220 ____ $224____ 40. 00 30. 00 20. 00 10. 00 0 0 0 0 0 0 0
$224 ____ $228____ 40.70 30.70 20.70 10. 70 .70 0 0 0 0 0 0
$228 ___ $232____ 41.40 31.40 21.40 11.40 1.40 0 0 0 0 0 0
$232 $236____ 42.10 32.10 22.10 12.10 2.10 0 0 0 0 0 0
$236 ___ $240____ 42.80 32.80 22.80 12.80 2.80 0 0 0 0 0 0
$240 . $248____ 43.90 33.90 23.90 13.90 3.90 0 0 0 0 0 0
$248 ____ $256____ 45.40 35. 40 25.40 15.40 5. 40 0 0 0 0 0 0
$256 $264____ 46. 80 36.80 26.80 16.80 6.80 0 0 0 0 0 0
$264 $272____ 48.20 38.20 28.20 18.20 8.20 0 0 0 0 0 0
$272_____ $280____ 49.70 39.70 29.70 19.70 9.70 0 0 0 0 0 0
$280 ___ $288____ 51.10 41.10 31.10 21.10 11.10 1.10 0 0 0 0 0
$288 _ .. $296____ 52. 60 42.60 32.60 22. 60 12.60 2.60 0 0 0 0 0
$296 ___ $304____ 54.00 44.00 34.00 24. 00 14.00 4.00 0 0 0 0 0
$304 $312____ 55.40 45. 40 35.40 25.40 15.40 5.40 0 0 0 0 0
$312 ___ $320____ 56.90 46.90 36.90 26.90 16.90 6.90 0 0 0 0 0
$320 $328......... 58.30 48.30 38.30 28.30 18. 30 8.30 0 0 0 0 0
$328_____ $336____ 59.80 49.80 39.80 29.80 19.80 9.80 0 0 0 0 0
$336 $344____ 61.20 51.20 41.20 31.20 21.20 11.20 1.20 0 0 0 0
$344 ___ $352____ 62.60 52.60 42.60 32.60 22.60 12.60 2.60 0 0 0 0
$352 . . $360____ 64.10 54.10 44.10 34.10 24.10 14.10 4.10 0 0 0 0
$360 ___ $368____ 65. 50 55. 50 45. 50 35. 50 25. 50 15.50 5.50 0 0 0 0
$368_____ $376____ 67.00 57.00 47.00 37.00 27.00 17.00 7.00 0 0 0 0
$376 ___ $384____ 68. 40 58. 40 48.40 38.40 28.40 18.40 8.40 0 0 0 0
$384 ___ $392____ 69.80 59. 80 49.80 39.80 29.80 19.80 9. 80 0 0 0 0
$392 $400___ 71.30 61.30 51. 30 41.30 31.30 21.30 11.30 1.30 0 0 0
$400 $420____ 73.80 63.80 53.80 43.80 33.80 23.80 13.80 3. 80 0 0 0
$420 $440____ 77. 40 67. 40 57. 40 47.40 37.40 27.40 17. 40 7. 40 0 0 0
$440 $460____ 81.00 71.00 61.00 51. 00 41.00 31.00 21.00 11. 00 1.00 0 0
$460 $480____ 84.60 74.60 64.60 54. 60 44.60 34.60 24. 60 14.60 4.60 0 0
$480 ____ $500____ 88.20 78.20 68.20 58.20 48.20 38.20 28.20 18.20 8.20 0 0
$500 ___ $520____ 91.80 81.80 71.80 61.80 51.80 41.80 31.80 21.80 11.80 1.80 0
$520 ___ $540____ 95.40 85. 40 75.40 65. 40 55. 40 45. 40 35.40 25. 40 15. 40 5. 40 0
$540_____ $560____ 99.00 89.00 79.00 69. 00 59.00 49.00 39.00 29.00 19.00 9. 00 0
$560_____ $580....... . 102. 60 92.60 82.60 72.60 62.60 52.60 42.60 32.60 22.60 12.60 2.60
$580 ____ $600____ 106. 20 96.20 86.20 76.20 66.20 56.20 46.20 36.20 26.20 16.20 6.20
$600 $640____ 111.60 101. 60 91.60 81.60 71.60 61.60 51.60 41.60 31.60 21.60 11.60
$640. ___ $680____ 118.80 108.80 98.80 88.80 78.80 68.80 58.80 48.80 38.80 28.80 18.80
$680 $720____ 126.00 116.00 106.00 96.00 86.00 76.00 66.00 56.00 46.00 36.00 26.00
$720 $760____ 133. 20 123.20 113.20 103.20 93.20 83.20 73.20 63.20 53.20 43.20 33.20
$760 $800____ 140. 40 130.40 120.40 110.40 100.40 90.40 80.40 70.40 60.40 50.40 40.40
$800 $840____ 147.60 137.60 127.60 117.60 107.60 97.60 87. 60 77.60 67.60 57.60 47.60
$840_____ $880____ 154.80 144.80 134.80 124.80 114.80 104.80 94.80 84.80 74.80 64.80 54.80
$880 $920 ___ 162.00 152.00 142.00 132.00 122.00 112.00 102.00 92.00 82.00 72. 00 62.00
$920_____ $960____ 169.20 159.20 149.20 139.20 129.20 119.20 109.20 99.20 89.20 79.20 69.20
$960.......... $1,000.... 176.40 166.40 156.40 146.40 136.40 126.40 116.40 106.40 96.40 86.40 76.40

18 percent of the excess over $1,000 plus—
$1,000 and over 180.00 170.00 160.00 |150.00 |140.00 |130.00 |120.00 |U0.00 jlOO.OO 90.00 |80.00
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“If the pay-roll period with respect to an employee is a daily pay-roll period 
or a miscellaneous pay-roll period

10 or
more

SEC. 143. EFFECTIVE DATE OF PART IV.
The amendments made by this part shall be applicable only with 

respect to wages paid on or after October 1, 1950.

And the wages di-
vided by the num-
ber of days in such 
period are—

And the number of withholding exemptions claimed is—

0 1 2 3 4 5 6 7 8 9 10 o
mor

But !ess The amount of tax to be withheld shall be the following amount multipliedAl least than by the number of days in such period-

$0_______ $2.00____ 18% of $0 $0 $0 $0 $0 $0 $0 $0 $0 $0
$2.00____ $2.25____ $0?40 .05 0 0 0 0 0 0 0 0 0
$2.25____ $2.50____ .45 .10 0 0 0 0 0 0 0 0 0
$2.50___ $2.75........ .45 .15 0 0 0 0 0 0 0 0 0
$2.75____ $3.00____ .50 .20 0 0 0 0 0 0 0 0 0
$3.00____ $3.25____ . 55 . 25 0 0 0 0 0 0 0 0 0
$3.25____ $3.50........ .60 .30 0 0 0 0 0 0 0 0 0
$3.50____ $3.75........ .65 .30 0 0 0 0 0 0 0 0 0
$3.75____ $4.00____ .70 .35 .05 0 0 0 0 0 0 0 0
$4.00____ $4.25........ .75 .40 .10 0 0 0 0 0 0 0 0
$4.25____ $4.50........ .80 .45 .15 0 0 0 0 0 0 0 0
$4.50____ $4.75____ .85 .50 .15 0 0 0 0 0 0 0 0
$4.75____ $5.00____ .90 .55 .20 0 0 0 0 0 0 0 0
$5.00____ $5.25____ .90 .60 .25 0 0 0 0 0 0 0 0
$5.25....... $5.50____ .95 .65 .30 0 0 0 0 0 0 0 0
$5.50____ $5.75........ 1.00 .70 .35 .05 0 0 0 0 0 0 0
$5.75____ $6.00____ 1.05 .75 .40 .05 0 0 0 0 0 0 0
$6.00____ $6.25........ 1.10 .75 .45 .10 0 0 0 0 0 0 0
$6.25____ $6.50____ 1.15 .80 .15 0 0 0 0 0 0 0
$6.50___ $6.75____ 1.20 .85 .55 .20 0 0 0 0 0 0 0
$6.75____ $7.00........ 1.25 .90 .60 .25 0 0 0 0 0 0 0
$7.00____ $7.25____ 1.30 .95 .60 .30 0 0 0 0 0 0 0
$7.25 ___ $7.50____ 1.35 1.00 .65 .35 0 0 0 0 0 0 0
$7.50____ $7.75........ 1.35 1.05 .70 .40 .05 0 0 0 0 0 0
$7.75____ $8.00____ 1.40 1.10 .75 .45 .10 0 0 0 0 0 0
$8.00____ $8.25____ 1.45 1.15 .80 .50 .15 0 0 0 0 0 0
$8.25____ $8.50____ 1.50 1.20 .85 .50 .20 0 0 0 0 0 0
$8.50____ $8.75____ 1.55 1.20 .90 .55 .25 0 0 0 0 0 0
$8.75____ $9.00____ 1.60 1.25 .95 .60 .30 0 0 0 0 0 0
$9.00____ $9.25____ 1.65 1.30 1.00 .65 .35 0 0 0 0 0 0
$9.25____ $9.50____ J. 70 1.35 1.05 .70 .35 .05 0 0 0 0 0
$9.50____ $9.75____ 1.75 1.40 1.05 .75 .40 .10 0 0 0 0 0
$9.75____ $10.00.... 1.80 1.45 1.10 .80 .45 .15 0 0 0 0 0
$10.00___ $10.50___ 1.85 1.50 1.20 .85 .55 .20 0 0 0 0 0
$10.50____ $11.00.... 1.95 1.60 1.30 .95 .60 .30 0 0 0 0 0
$11.00____ $11.50___ 2.05 1.70 1.35 1.05 .70 .40 .05 0 0 0 0
$11.50____ $12.00___ 2.10 1.80 1.45 1.15 .80 .45 .15 0 0 0 0
$12.00____ $12.50___ 2.20 1.90 1.55 1.20 .90 .55 .25 0 0 0 0
$12.50____ $13.00___ 2.30 1.95 1.65 1.30 1.00 .65 .30 0 0 0 0
$13.00___ $13.50___ 2.40 2.05 1.75 1.40 1.05 .75 .40 .10 0 0 0
$13.50____ $14.00___ 2.50 2.15 1.80 1.50 1.15 .85 .50 .15 0 0 0
$14.00___ $14.50___ 2. 55 2.25 1.90 1.60 1.25 .90 .60 .25 0 0 0
$14.50___ $15.00___ 2.65 2.35 2.00 1.65 1.35 1.00 .70 .35 0 0 0
$15.00___ $15.50___ 2.75 2.40 2.10 1.75 1.45 1.10 .75 .45 .10 0 0
$15.50___ $16.00___ 2.85 2.50 2.20 1.85 1.50 1.20 .85 .55 .20 0 0
$16.00___ $16.50___ 2.95 2.60 2.25 1.95 1.60 1.30 .95 .60 .30 0 0
$16.50___ $17.00___ 3.00 2.70 2.35 2.05 1.70 1.35 1.05 .70 .40 .05 0
$17.00___ $17.50___ 3.10 2.80 2.45 2.10 1.80 1.45 1.15 .80 .45 .15 0
$17.50____ $18.00.... 3.20 2.85 2. 55 2.20 1.90 1.55 1.20 .90 .55 .25 0
$18.00___ $18.50___ 3.30 2.95 2.65 2.30 1.95 1.65 1.30 1.00 .65 .35 0
$18.50___ $19.00___ 3.40 3.05 2. 70 2.40 2.05 1.75 1.40 1.05 .75 .40 .1C
$19.00___ $19.50___ 3.45 3.15 2.80 2.50 2.15 1.80 1.50 1.15 .85 .50 .2C
$19.50___ $20.00___ 3.55 3.25 2.90 2.55 2.25 1.90 1.60 1.25 .90 .60 .25
$20.00___ $21.00___ 3.70 3.35 3.05 2.70 2.35 2.05 1.70 1.40 1.05 .75 .41
$21.00___ $22.00___ 3.85 3.55 3.20 2.90 2. 55 2.25 1.90 1.55 1.25 .90 .61
$22.00___ $23.00___ 4.05 3. 70 3.40 3.05 2. 75 2.40 2.10 1.75 1.40 1.10 .75
$23.00___ $24.00___ 4.25 3.90 3. 55 3.25 2.90 2.60 2.25 1.95 1.60 1.25 .95
$24.00___ $25.00___ 4.40 4.10 3.75 3.40 3.10 2. 75 2.45 2.10 1.80 1.45 1.1C
$25.00___ $26.00___ 4.60 4.25 3.95 3.60 3.25 2.95 2.60 2.30 1.95 1.65 1.30
$26.00___ $27.00___ 4.75 4.45 4.10 3.80 3.45 3.15 2.80 2.45 2.15 1.80 1.51
$27.00___ $28.00___ 4.95 4.60 4.30 3.95 3.65 3.30 3.00 2.65 2.30 2.00 1.65
$28.00___ $29.00___ 5.15 4.80 4.45 4.15 3.80 3.50 3.15 2.85 2. 50 2.15 1.85
$29.00___ $30.00___ 5.30 5.00 4.65 4.30 4.00 3.65 3.35 3.00 2.70 2.35 2.00

18 percent of the excess over $30 plus—

$30.00 and over........... 5.40 5.05 4.75 4.40 4.10 3. 75 3.45 3.10 2.75 2.45 2.10
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TITLE II—MISCELLANEOUS INCOME TAX 

AMENDMENTS
SEC. 201. EXTENSION OF TIME IN THE CASE OF DISCHARGE OF 

INDEBTEDNESS.
Section 22 (b) (9) and section 22 (b) (10) (relating to exclusion 

of certain income attributable to the discharge of indebtedness) are 
amended by striking out “December 31, 1950” and inserting in lieu 
thereof “December 31, 1951”.
SEC. 202. INCOME TAX EXEMPTIONS FOR MEMBERS OF THE ARMED 

FORCES SERVING IN COMBAT AREAS.
(a) Exclusion  From  Gros s Income .—Section 22 (b) (13) (relat-

ing to exclusions from gross income) is hereby amended to read as 
follows:

“(13) Additional  allow ance  for  certai n members  of  the  
ARMED FORCES.----

“(A) Enlis ted  Person nel .—Compensation received for 
active service as a member below the grade of commissioned 
officer in the armed forces of the United States for any month 
during any part of which such member served in a combat 
zone after June 24, 1950, and prior to January 1, 1952.

“(B) Commi ssi oned  Office rs .—In the case of compensa-
tion received for active service as a commissioned officer in the 
armed forces of the United States for any month during any 
part of which such officer served in a combat zone after June 
24, 1950, and prior to January 1, 1952, so much of such com-
pensation as does not exceed $200.

“(C) Def init ions .—For the purposes of this paragraph— 
“(i) the term ‘commissioned officer’ does not include 

a commissioned warrant officer;
“(ii) the term ‘combat zone’ means any area which 

the President of the United States by Executive Order 
designates, for the purposes of this paragraph, as an 
area in which Armed Forces of the United States are 
or have (after June 24, 1950) engaged in combat;

“(iii) service is performed in a combat zone only if 
performed on or after the date designated by the Presi-
dent by Executive Order as the date of the commencing 
of combatant activities in such zone, and on or before the 
date designated by the President by Executive Order 
as the date of the termination of combatant activities in 
such zone; and

. “(iv) the term ‘compensation’ does not include pen-
sions and retirement pay.”

(b) Withhol ding  of  Income  Tax  on  Wages .—Effective with 
respect to wages paid after October 31, 1950, section 1621 (a) (relating 
to definition of wages for income tax withholding purposes) is hereby 
amended by inserting before paragraph (2) thereof the following:

“ (1) for active service as a member of the armed forces of the 
United States performed prior to January 1, 1952, in a month 
during any part of which such member performed service in a 
combat zone as determined under section 22 (b) (13), or”.

(c) Recei pts .—Sections 1625 (a) and 1633 (a) (relating to receipts 
for employees) are hereby amended by adding at the end of each the 
following: “In the case of compensation paid for service as a member 
of the armed forces, the statement shall show, as wages paid during 
the calendar year, the amount of such compensation paid during the 
calendar year which is not excluded from gross income under chapter 1

53 Stat. 875; 56 Stat. 
812; 63 Stat. 667.

26 U.S.C., Sup. III, 
§ 22 (b) (9), (10).

56 Stat. 814.
26 U. S. C., Sup. III. 

§ 22 (b) (13).

57 Stat. 126.
26 U. S. C., Sup.m, 

§ 1621 (a).
Ante, p. 547; post, 

p. 945.

Supra.

57 Stat. 137.
26 U.S.C. § 1625 (a). 
Ante, p. 537.
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Ante, pp. 547, 927; 
poet, p. 945.

53 Stat. 9.
26 U. S. C. § 22; 

Sup. III, § 22.
Ante, pp. 592, 927; 

post, pp. 1220, 1244.

56 Stat. 823, 824.
26 U. S. C. § 125 (a) 

(2), (d).

56 Stat. 824.
26 U. S. C. § 5113(b)

(1) (H), 125 (d).

53 Stat. 44.
26 U. S. C. § 113 (b) 

(1).

Supra.
56 Stat. 822.
26 U. S. § 125. 
Post, p. 941.

(whether or not such compensation constituted wages as defined in 
section 1621 (a)); such statement to be furnished if any tax was with-
held during the calendar year or if any of the compensation paid is 
includible under chapter 1 in gross income.”
SEC. 203. TREATMENT OF BOND PREMIUM IN CASE OF DEALERS IN 

TAX-EXEMPT SECURITIES.
(a) Amendment  of  Section  22.—Section 22 is hereby amended by 

adding at the end thereof the following new subsection:
“ (o) Dealers  in  Tax -Exempt  Securit ies .—

“ (1) Adjus tment  for  bond  premi um .—In computing the gross 
income of a taxpayer who holds during the taxable year a short-
term municipal bond (as defined in paragraph (2) (A)) pri-
marily for sale to customers in the ordinary course of his trade 
or business—

“(A) if the gross income of the taxpayer from such trade 
or business is computed by the use of inventories and his 
inventories are valued on any basis other than cost, the cost 
of securities sold (as defined in paragraph (2) (B)) during 
such year shall be reduced by an amount equal to the amortiz-
able bond premium that would be disallowed as a deduction 
for such year pursuant to section 125 (a) (2) if the defini-
tion in section 125 (d) of the term ‘bond’ did not exclude 
such short-term municipal bond; or

“(B) if the gross income of the taxpayer from such trade 
or business is computed without the use of inventories, or 
by use of inventories valued at cost, and the short-term 
municipal bond is sold or otherwise disposed of during such 
year, the adjusted basis (computed without regard to this 
subparagraph) of the short-term municipal bond shall be 
reduced by the amount of the adjustment that would be 
required under section 113 (b) (1) (H) if the definition in 
section 125 (d) of the term ‘bond’ did not exclude such short-
term municipal bond.

“ (2) Defin itio ns .—For the purposes of paragraph (1)—
“(A) The term ‘short-term municipal bond’ means any 

obligation issued by a government or political subdivision 
thereof if the interest on such obligation is excludible from 
gross income; but such term does not include such an obli-
gation if (i) it is sold or otherwise disposed of by the tax-
payer within thirty days after the date of its acquisition by 
him, or (ii) its earliest maturity or call date is a date more 
than five years from the date on which it was acquired by the 
taxpayer.

“(B) The term ‘cost of securities sold’ means the amount 
ascertained by subtracting the inventory value of the closing 
inventory of a taxable year from the sum of (i) the inventory 
value of the opening inventory for such year and (ii) the 
cost of securities and other property purchased during such 
year which would properly be included in the inventory of the 
taxpayer if on hand at the close of the taxable year.”

(b) Technical  Amendments .—
(1) Section 113 (b) (1) is hereby amended by adding at the 

end thereof the following:
“(I) in the case of any short-term municipal bond (as 

defined in section 22 (o)), to the extent provided in section 
22 (o\ (1) (B).”

(2) Section 12.5 is hereby amended by adding at the end thereof 
the following new subsection:
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“(e) Deale rs  in  Tax -Exempt  Securities .—For special rules appli-

cable, in the case of dealers in securities, with respect to premium 
attributable to certain wholly tax-exempt securities, see section 
22 (o).”

(c) Effe ctive  Date .—The amendments made by this section shall 
be applicable to taxable years ending after June 30, 1950, but in the 
case of a taxable year beginning before and ending after such date 
the amendments shall apply only with respect to obligations acquired 
after such date.
SEC. 204. CIRCULATION EXPENDITURES.

(a) Deduction  From  Gros s  Income .—Section 23 is hereby amended 
by adding at the end thereof the following new subsection:

“(bb) Circulatio n Expen ditures .—Notwithstanding section 24
(a), all expenditures (other than expenditures for the purchase of land 
or depreciable property or for the acquisition of circulation through 
the purchase of any part of the business of another publisher of a 
newspaper, magazine, or other periodical) to establish, maintain, or 
increase the circulation of a newspaper, magazine, or other periodical; 
except that the deduction shall not be allowed with respect to the 
portion of such expenditures as, under regulations prescribed by the 
Secretary, is chargeable to capital account if the taxpayer elects, in 
accordance with such regulations, to treat such portion as so charge-
able. Such election, if made, must be for the total amount of such 
portion of the expenditures which is so chargeable to capital account, 
and shall be binding for all subsequent taxable years unless, upon 
application by the taxpayer, the Secretary permits a revocation of 
such election subject to such conditions as he deems necessary.”

(b) Technical  Amendm ent .—Section 113 (b) (1) (A) is hereby 
amended by inserting after “carrying charges” the following: “, or 
for expenditures described in section 23 (bb),”.

(c) Eff ecti ve  Date .—The amendments made by this section shall 
be applicable with respect to taxable years beginning after December 
31, 1945, except that in the case of any taxable year beginning prior 
to January 1, 1950—

(1) the amendments shall not be applicable with respect to 
expenditures for which a deduction was not allowed the taxpayer 
for such year, if allowance of credit or refund with respect to 
such year is barred on the date of the enactment of this Act by 
reason of any law or rule of law; and

(2) the election provided in section 23 (bb) of the Internal 
Revenue Code shall not (despite the last sentence of such section) 
be applicable with respect to any expenditure for which a deduc-
tion was claimed by the taxpayer under his latest treatment, 
prior to the date of the enactment of this Act, of such expenditure 
in connection with his tax liability for such taxable year.

SEC. 205. PAYMENT OF INCOME TAX BY INSTALLMENT PAYMENTS, 
AND RETURNS OF ESTATES AND TRUSTS.

(a) Payment  of  Income  Tax  by  Installm ent  Payme nts .—Effec-
tive with respect to taxable years ending on or after December 31, 
1950, section 56 (b) (relating to installment payments of income tax) 
is hereby amended to read as follows:

“(b) Installm ent  Payments .—
“(1) Est ates  of  decedents .—In the case of the estate of a de-

cedent, the fiduciary may elect to pay the tax in four equal 
installments.

“(2) Corp orat ions .—In the case of a corporation—
98352 °—51—PT. I------ 59

Ante, p. 928.

53 Stat. 12.
26 U.S.C.§ 23; Sup. 

III, § 23.
Post, pp. 941, 959, 

1219.
53 Stat. 16.
26 U. S. C. § 24 (a).

53 Stat. 44.
26 U. S. C. § 113 (b) 

(1) (A).
Supra.

Supra.

53 Stat. 31.
26 U. S. C. § 56 (b).
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“(A) Taxable Years Ending Before December 31, 1954.— 
The taxpayer may elect with respect to any taxable year end-
ing before December 31, 1954, to pay the tax in four install-
ments, and in such case the amount of the tax paid by each 
installment shall be determined as follows:

53 Stat. 28.
26 U. S. C. § 53 (a) 

(1).

53 Stat. 31.
26 U. S. C. § 56 (a).

“(B) Taxable Years Ending on or After December 31, 
1954.—The taxpayer may elect with respect to any taxable 
year ending on or after December 31, 1954, to pay the tax 
in two equal installments.

“(3) Dates  for  ins tallm ent  pay ments .—
“(A) Four Installments.—In any case in which the tax 

may be paid in four installments, the first installment shall 
be paid on the date prescribed for the payment of the tax 
by the taxpayer, the second installment shall be paid on the 
15th day of the third month, the third installment on the 
15th day of the sixth month, and the fourth installment on 
the 15th day of the ninth month, after such date.

“(B) Two Installments.—In any case in which the tax 
may be paid in two installments, the first installment shall 
be paid on the date prescribed for the payment of the tax 
by the taxpayer, and the second installment shall be paid on 
the 15th day of the third month after such date.

“(4) Requirem ent  for  pa ymen t .—If any installment is not 
paid on or before the date fixed for its payment, the whole of the 
tax unpaid shall be paid upon notice and demand from the 
collector.”

(b) Fili ng  of  Returns  and  Payment  of  Tax  by  Fiduci aries  of  
Estates  and  Trusts .—

(1) Section 53 (a) (1) (relating to time for filing returns) is 
hereby amended to read as follows:

“ (1) General  rule .—Returns made on the basis of the calendar 
year shall be made on or before the fifteenth day of March follow-
ing the close of the calendar year, except that in the case of the 
return of the fiduciary of an estate or trust, the return shall be 
made on or before the fifteenth day of April following the close 
of the calendar year. Returns made on the basis of a fiscal year 
shall be made on or before the fifteenth day of the third month 
following the close of the fiscal year, except that in the case of the 
return of the fiduciary of an estate or trust, the return shall be 
made on or before the fifteenth day of the fourth month following 
the close of the fiscal year.”

(2) Section 56 (a) (relating to time for payment of tax) is 
hereby amended by inserting before the period at the end thereof 
the following: “, except that in the case of the tax imposed upon 
an estate or trust the tax shall be paid on the fifteenth day of 
April following the close of the calendar year, or, if the return 
should be made on the basis of a fiscal year, then on the fifteenth 
day of the fourth month following the close of the fiscal year”.

“If the taxable year ends— each of the 
first two in-
stallments 
shall be the 

following 
percentage 
of the tax:

and each of 
the last two 
installments 
shall be the 

foilowing 
percentage 
of the tax:

on or after— and before—

December 31, 1950 _ ___________ December 31, 1951.. . __________ 30 20
“ 1951 ____________ “ “ 1952______________ 35 15
“ “ 1952 _ “ “ 1953_____ ________ 40 10
“ “ 1953 .................. .......... “ “ 1954............ ............... 45 5
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(3) The amendments made by this subsection shall be appli-

cable only with respect to taxable years ending after the date of the 
enactment of this Act.

SEC. 206. ELECTION AS TO RECOGNITION OF GAIN IN CERTAIN COR-
PORATE LIQUIDATIONS.

(a) Amendme nt  of  Secti on  112 (b) (7).—Section 112 (b) (7) 
(relating to recognition of gain in certain corporate liquidations) is 
hereby amended as follows:

(1) Clauses (i) and (ii) of subparagraph (A) are hereby 
amended to read as follows:

“ (i) the liquidation is made in pursuance of a plan of liqui-
dation adopted after December 31, 1950, whether the taxable 
year of the corporation began on, before, or after January 1, 
1951; and

“ (ii) the distribution is in complete cancellation or redemp-
tion of all the stock, and the transfer of all the property under 
the liquidation occurs within some one calendar month in 
1951—”.

(2) Subparagraph (B), clause (ii) of subparagraph (E), and 
clause (i) of subparagraph (F) are each amended by striking 
out “December 10, 1943” and inserting in lieu thereof “August 
15, 1950”.

(b) Basi s of  Propert y .—Section 113 (a) (18) (relating to basis 
of property received in certain corporate liquidations) is hereby 
amended by inserting after the word “Chapter” the following 
“ (whether before or after its amendment by the Revenue Act of 1950) ”.

(c) Effect ive  Date .—The amendments made by this section shall 
be applicable only to taxable years ending after December 31, 1950.
SEC. 207. PERCENTAGE DEPLETION.

(a) Trans port atio n  From  Mine .—The second sentence of section 
114 (b) (4) (B) (relating to the definition of gross income from 
property) is hereby amended to read as follows: “The term ‘mining’ 
as used herein shall be considered to include not merely the extraction 
of the ores or minerals from the ground but also the ordinary treat-
ment processes normally applied by mine owners or operators in order 
to obtain the commercially marketable mineral product or products, 
and so much of the transportation of ores or minerals (whether or not 
by common carrier) from the point of extraction from the ground to 
the plants or mills in which the ordinary treatment processes are 
applied thereto as is not in excess of 50 miles unless the Secretary finds 
that the physical and other requirements are such that the ore or 
mineral must be transported a greater distance to such plants or mills.”

(b) Effect ive  Date .—The amendment made by subsection (a) 
shall be applicable with respect to taxable years beginning after 
December 31, 1949.
SEC. 208. TREATMENT OF CERTAIN REDEMPTIONS OF STOCK AS 

DIVIDENDS.
(a) Amendme nt  of  Secti on  115 (g).—Section 115 (g) (relating 

to redemption of stock) is hereby amended to read as follows:
“(g) Redempti on  of  Stock .—

“(1) In  general .—If a corporation cancels or redeems its 
stock (whether or not such stock was issued as a stock dividend) 
at such time and in such manner as to make the distribution 
and cancellation or redemption in whole or in part essentially 
equivalent to the distribution of a taxable dividend, the amount 
so distributed in redemption or cancellation of the stock, to 

58 Stat. 40.
26 U. S. C. § 112(b) 

(7).

58 Stat. 41.
26 U. S. C. § 113 (a) 

(18).

58 Stat. 45.
26 U. S. C. § 114 (b)

(4) (B).
Post, p. 1220.

53 Stat. 48.
26 U. S. C. § 115(g).
Post, p. 932.
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53 Stat. 135.26 V. S. O. §§ 874 (a), 875.

53 Stat. 50.26 U". S. C. § 117 (a) 
(1).

the extent that it represents a distribution of earnings or profits 
accumulated after February 28, 1913, shall be treated as a tax-
able dividend.

“(2) Redemp tion  through  use  of  subs idiary  corporat ion .— 
If stock of a corporation (hereinafter referred to as the issuing 
corporation) is acquired by another corporation (hereinafter 
referred to as the acquiring corporation) and the issuing cor-
poration controls (directly or indirectly) the acquiring corpora-
tion, the amount paid for the acquisition of the stock shall con-
stitute a taxable dividend from the issuing corporation to the 
extent that the amount paid for such stock would have been 
considered, under paragraph (1), as essentially equivalent to a 
taxable dividend if such amount had been distributed by the 
acquiring corporation to the issuing corporation and had been 
applied by the issuing corporation in redemption of its stock. 
For the purposes of this paragraph, control means the owner-
ship of stock possessing at least 50 per centum of the total com-
bined voting power of all classes of stock entitled to vote or at 
least 50 per centum of the total value of shares of all classes of 
stock of the corporation.”

(b) Eff ecti ve  Date .—The amendment made by subsection (a) 
shall be applicable to taxable years ending after August 31, 1950, 
but shall apply only with respect to amounts received after such date.
SEC. 209. REDEMPTION OF STOCK TO PAY DEATH TAXES.

(a) Certain  Dis tri buti ons  Not  Treat ed  as  Divi dends .—Section 
115 (g) (relating to redemptions of stock) is hereby amended by add-
ing at the end thereof the following:

“(3) Redemp tion  of  stock  to  pay  death  taxes .—The provi-
sions of this subsection shall not apply to such part of any amount 
so distributed with respect to stock the value of which is included 
in determining the value of the gross estate of a decedent in 
accordance with section 811, as is distributed after such decedent’s 
death and within the period of limitations for the assessment of 
estate tax provided in section 874 (a) (determined without the 
application of section 875) or within 90 days after the expiration 
of such period, and as is not in excess of the estate, inheritance, 
legacy, and succession taxes (including any interest collected as 
a part of such taxes) imposed because of such decedent’s death: 
Provided, That the value of the stock in such corporation for 
estate tax purposes comprises more than 50 per centum of the 
value of the net estate of such decedent.”

(b) Effec tive  Date .—The amendment made by subsection (a) 
shall be applicable to taxable years ending on or after the date of the 
enactment of this Act, but shall apply only to amounts distributed on 
or after such date.
SEC. 210. CAPITAL GAINS AND LOSSES.

(a) Defi niti on  of  Capit al  Assets .—Section 117 (a) (1) (relating 
to the definition of capital assets) is hereby amended to read as 
follows:

“ (1) Capit al  ass ets .—The term ‘capital assets’ means property 
held by the taxpayer (whether or. not connected with his trade 
or business), but does not include—

“(A) stock in trade of the taxpayer or other property of 
a kind which would properly be included in the inventory 
of the taxpayer if on hand at the close of the taxable year, or 
property held by the taxpayer primarily for sale to customers 
in the ordinary course of his trade or business;
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“(B) property, used in his trade or business, of a character 

which is subject to the allowance for depreciation provided in 
section 23 (1), or real property used in his trade or business;

“(C) a copyright; a literary, musical, or artistic composi-
tion ; or similar property; held by—

“(i) a taxpayer whose personal efforts created such 
property, or

“(ii) a taxpayer in whose hands the basis of such 
property is determined, for the purpose of determining 
gain from a sale or exchange, in whole or in part by 
reference to the basis of such property in the hands of 
the person whose personal efforts created such prop-
erty; or

“(D) an obligation of the United States or any of its pos-
sessions, or of a State or Territory, or any political subdivision 
thereof, or of the District of Columbia, issued on or after 
March 1, 1941, on a discount basis and payable without interest 
at a fixed maturity date not exceeding one year from the date 
of issue.”

(b) Amendm ent  of  Section  117 (j).—The first sentence of section 
117 (j) (1) is hereby amended by inserting before the period at the 
end thereof the following: “, or (C) a copyright, a literary, musical, or 
artistic composition, or similar property, held by a taxpayer described 
in subsection (a) (1) (C)”.

(c) Eff ecti ve  Date .—The amendments made by this section shall 
be applicable with respect to taxable years beginning after the date 
of the enactment of this Act.
SEC. 211. SHORT SALES OF CAPITAL ASSETS.

(a) Treatment  of  Short  Sales .—Section 117 (relating to capital 
gains and losses) is hereby amended by adding at the end thereof the 
following new subsection:

“(1) Short  Sales , Etc .—In the case of a short sale of property 
made by the taxpayer after the date of the enactment of the Revenue 
Act of 1950:

“ (1) Short -term  gains  and  holding  per iods .—If substantially 
identical property has been held by the taxpayer on the date of 
such short sale for not more than 6 months (determined without 
regard to the effect, under subparagraph (B) of this paragraph, 
of such short sale on the holding period), or if substantially iden-
tical property is acquired by the taxpayer after such short sale 
and on or before the date of the closing thereof—

“(A). any gain upon the closing of such short sale shall 
be considered as a gain upon the sale or exchange of a capital 
asset held for not more than 6 months (notwithstanding the 
period of time any property used to close such short sale has 
been held); and

“(B) the holding period of such substantially identical 
property shall be considered to begin (notwithstanding the 
provisions of subsection (h)) on the date of the closing of 
the short sale, or on the date of a sale, gift, or other disposi-
tion of such property, whichever date occurs first. This 
subparagraph shall apply to such substantially identical 
property in the order of the dates of the acquisition of such 
property, but only to so much of such property as does not 
exceed the quantity sold short.

For the purposes of this paragraph, the acquisition of an option 
to sell property at a fixed price shall be considered as a short sale, 
and the exercise or failure to exercise such option shall be con-
sidered as a closing of such short sale.

53 Stat. 14.
26 U. S. C. § 23 (1).

56 Stat. 846.
26 U. 8. O. § 117 (j) 

(I).

Supra.

53 Stat. 50.
26 U.S.C. § 117.
Ante, p. 932; supra; 
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“(2) Long -term  loss es .—If substantially identical property 
has been held by the taxpayer on the date of such short sale for 
more than 6 months, any loss upon the closing of such short 
sale shall be considered as a loss upon the sale or exchange of a 
capital asset held for more than 6 months (notwithstanding the 
period of time any property used to close such short sale has 
been held, and notwithstanding the provisions of subsection 
(g) (2)).

“(3) Rules  for  appli cation  of  subs ection .—
“(A) The provisions of paragraph (1) (A) or (2) shall 

not apply to the gain or loss, respectively, on any quantity 
of property used to close such short sale which is in excess 
of the quantity of the substantially identical property 
referred to in the applicable paragraph.

“(B) For the purposes of this subsection—
“(i) the term ‘property’ includes only stocks and 

securities (including stocks and securities dealt with on 
a ‘when issued’ basis), and commodity futures, which 
are capital assets in the hands of the taxpayer;

“(ii) in the case of futures transactions in any com-
modity on or subject to the rules of a board of trade 
or commodity exchange, a commodity future requiring 
delivery in one calendar month shall not be considered 
as property substantially identical to another commodity 
future requiring delivery in a different calendar month; 
and

“ (iii) in the case of a short sale of property by an 
individual, the term ‘taxpayer’, in the application of 
this paragraph and paragraphs (1) and (2), shall be read 
as ‘taxpayer or his spouse’; but an individual who is 
legally separated from the taxpayer under a decree of 
divorce or of separate maintenance shall not be con-
sidered as the spouse of the taxpayer.

“(C) Where the taxpayer enters into two commodity 
futures transactions on the same day, one requiring delivery 
by him in one market and the other requiring delivery to 
to him of the same (or substantially identical) commodity 
in the same calendar month in a different market, and the 
taxpayer subsequently closes both such transactions on the 
same day, this subsection shall have no application to so 
much of the commodity involved in either such transaction 
as does not exceed in quantity the commodity involved in 
the other.”

(b) Eff ective  Date .—The amendment made by this section shall 
be applicable only with respect to taxable years beginning after the 
date of the enactment of this Act.
SEC. 212. TREATMENT OF GAIN TO SHAREHOLDERS OF COLLAPSIBLE 

CORPORATIONS.
(a) Collap sibl e Corporations .—Section 117 (relating to capital 

gains or losses) is hereby amended by adding after subsection (1) 
(added by section 211 (a) of this Act) the following new subsection: 

“(m) Collap sibl e  Corp orati ons .—
“ (1) Treatm ent  of  gain  to  share holder s .—Gain from the sale 

or exchange (whether in liquidation or otherwise) of stock of a 
collapsible corporation, to the extent that it would be considered 
(but for the provisions of this subsection) as gain from the sale 
or exchange of a capital asset held for more than 6 months, shall, 
except as provided in paragraph (3), be considered as gain from 
the sale or exchange of property which is not a capital asset.

PUBLIC LAWS—CH. 994—SEPT. 23, 1950 [64 St at .
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“(2) Defini tions .—

“ (A) For the purposes of this subsection, the term ‘collaps-
ible corporation’ means a corporation formed or availed of 
principally for the manufacture, construction, or production 
of property, or for the holding of stock in a corporation so 
formed or availed of, with a view to—

“(i) the sale or exchange of stock by its shareholders 
(whether in liquidation or otherwise), or a distribution 
to its shareholders, prior to the realization by the corpo-
ration manufacturing, constructing, or producing the 
property of a substantial part of the net income to be 
derived from such property, and

“(ii) the realization by such shareholders of gain 
attributable to such property.

“(B) For the purposes of subparagraph (A), a corpora-
tion shall be deemed to have manufactured, constructed, or 
produced property, if—

“(i) it engaged in the manufacture, construction, or 
production of such property to any extent,

“(ii) it holds property having a basis determined, in 
whole or in part, by reference to the cost of such property 
in the hands of a person who manufactured, constructed, 
or produced the property, or

“(iii) it holds property having a basis determined, in 
whole or in part, by reference to the cost of property 
manufactured, constructed, or produced by the corpo-
ration.

“(3) Limit ations  on  app licat ion  of  subs ection .—In the case 
of gain realized by a shareholder upon his stock in a collapsible 
corporation—

“(A) this subsection shall not apply unless, at any time 
after the commencement of the manufacture, construction, or 
production of the property, such shareholder (i) owned (or 
was considered as owning) more than 10 per centum in value 
of the outstanding stock of the corporation, or (ii) owned 
stock which was considered as owned at such time by another 
shareholder who then owned (or was considered as owning) 
more than 10 per centum in value of the outstanding stock of 
the corporation;

“(B) this subsection shall not apply to the gain recognized 
during a taxable year unless more than 70 per centum of such 
gain is attributable to the property so manufactured, con-
structed, or produced; and

“(C) this subsection shall not apply to gain realized after 
the expiration of three years following the completion of such 
manufacture, construction, or production.

For purposes of subparagraph (A), the ownership of stock shall 
be determined in accordance with the rules prescribed by para-
graphs (1), (2), (3), (5), and (6) of section 503 (a), except that, 
in addition to the persons prescribed by paragraph (2) of that 
section, the family of an individual shall include the spouses of 
that individual’s brothers and sisters (whether by the whole or 
half blood) and the spouses of that individual’s lineal 
descendants.”

(b) Effect ive  Date .—The amendment made by this section shall be 
applicable to taxable years ending after December 31, 1949, but shall 
apply only with respect to gain realized after such date. The deter-
mination of the tax treatment of gains realized prior to January 1, 
1950, shall be made as if this section had not been enacted and without 
inferences drawn from the fact that the amendment made by this

53 Stat. 106.
26 U. S. C. § 503 (a) 

(1), (2), (3), (5), (6).
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section is not expressly made applicable to gains realized prior to such 
date and without inferences drawn from the limitations contained in 
section 117 (m), added to the Internal Revenue Code by this section.
SEC. 213. CAPITAL GAINS OF NONRESIDENT ALIEN INDIVIDUALS.

(a) Nonres ident  Alien  Individ uals  Temp orarily  in  the  Unite d  
States .—Section 211 (a) (1) (B) (relating to tax on nonresident alien 
individuals not engaged in trade or business within the United States) 
is hereby amended to read as follows:

“(B) Capit al  gains  of  alie ns  tem poraril y  pres ent  in  the  
united  state s .—In the case of a nonresident alien individual 
not engaged in trade or business in the United States, there 
shall be levied, collected, and paid for each taxable year, in 
addition to the tax imposed by subparagraph (A) —

“(i) if he is present in the United States for a period 
or periods aggregating less than ninety days during such 
taxable year—a tax of 30 per centum of the amount by 
which his gains, derived from sources within the United 
States, from sales or exchanges of capital assets effected 
during his presence in the United States exceed his 
losses, allocable to sources within the United States, from 
such sales or exchanges effected during such presence; or 

“ (ii) if he is present in the United States for a period 
or periods aggregating ninety days or more during such 
taxable year—a tax of 30 per centum of the amount by 
which his gains, derived from sources within the United 
States, from sales or exchanges of capital assets effected 
at any time during such year exceed his losses, allocable 
to sources within the United States, from such sales or 
exchanges effected at any time during such year.

For the purposes of this subparagraph, gains and losses shall 
be taken into account only if, and to the extent that, they 
would be recognized and taken into account if such individual 
were engaged in trade or business in the United States, except 
that such gains and losses shall be computed without regard 
to the provisions of section 117 (b) and such losses shall be 
determined without the benefits of the capital loss carry-over 
provided in section 117 (e).

“(C) Cros s refe renc e .—For inclusion in computation of 
tax of amount specified in shareholder’s consent, see section 
28.”

(b) No United  Stat es  Trade  or  Busi nes s and  Income  of  More  
Than  $15,400.—

(1) Section 211 (a) (2) is hereby amended to read as follows: 
“(2) Aggre gat e more  than  $15,400.—The taxes imposed by

paragraph (1) shall not apply to any individual if during the 
taxable year the sum of—

“ (A) the aggregate amount received from the sources speci-
fied in paragraph (1) (A), plus

“(B) the amount, determined in accordance with the pro-
visions of paragraph (1) (B), by which gains from sales or 
exchanges of capital assets exceed losses from such sales or 
exchanges,

is more than $15,400.”
(2) So much of section 211 (c) as precedes paragraph (4) 

thereof is hereby amended to read as follows:
“(c) No United  Stat es  Busi nes s or  Offi ce  and  Gros s Income  

of  More  Than  $15,400.—A nonresident alien individual not engaged 
in trade or business within the United States shall be taxable without 
regard to the provisions of subsection (a) (1) if during the taxable
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year the sum of the aggregate amount received from the sources speci-
fied in subsection (a) (1) (A), plus the amount (determined in 
accordance with the provisions of subsection (a) (1) (B)) by which 
gains from sales or exchanges of capital assets exceed losses from such 
sales or exchanges, is more than $15,400, except that—

“(1) The gross income shall include only income from the 
sources specified in subsection (a) (1) (A) plus any gain (to the 
extent provided in section 117) from a sale or exchange of a capital 
asset if such gain would be taken into account were the tax being 
determined under subsection (a) (1) (B);

“ (2) The deductions (other than the so-called ‘charitable deduc-
tion’ provided in section 213 (c)) shall be allowed only if and to 
the extent that they are properly allocable to the gross income 
from the sources specified in subsection (a) (1) (A), except that 
any loss from the sale or exchange of a capital asset shall be allowed 
(to the extent provided in section 117 without the benefit of the 
capital loss carry-over provided in section 117 (e)) if such loss 
would be taken into account were the tax being determined under 
subsection (a) (1) (B) ;

“(3) The tax imposed by this chapter (under sections 11 and 
12, or under section 117 (c)) shall, in no case, be less than 30 per 
centum of the sum of—

“ (A) the aggregate amount received from the sources speci-
fied in subsection (a) (1) (A), plus

“(B) the amount, determined in accordance with the pro-
visions of subsection (a) (1) (B), by which gains from 
sales or exchanges of capital assets exceed losses from such 
sales or exchanges; and”.

(c) Technical  Amendm ent .—Section 217 (b) (relating to returns 
by nonresident alien individuals) is hereby amended by striking out 
“section 211 (a)” and inserting in lieu thereof “section 211 (a) (1) 
(A)”.

(d) Effe ctive  Date .—The amendments made by this section shall 
be applicable with respect to taxable years beginning after December 
31, 1949.
SEC. 214. TREATY OBLIGATIONS.

No amendment made by this Act shall apply in any case where its 
application would be contrary to any treaty obligation of the United 
States.
SEC. 215. NET OPERATING LOSS DEDUCTIONS.

(a) Allowanc e of  Five -Year  Carry -Over .—Section 122 (b) 
(relating to the amount of carry-backs and carry-overs) is hereby 
amended to read as follows:

“(b) Amount  of  Carry -Back  and  Carry -Over .—
“(1) Net  oper atin g  loss  carry -back .—

“(A) Loss for Taxable Year Beginning Before 1950.—If 
for any taxable year beginning after December 31, 1941, and 
before January 1, 1950, the taxpayer has a net operating loss, 
such net operating loss shall be a net operating loss carry-
back for each of the two preceding taxable years, except that 
the carry-back in the case of the first preceding taxable year 
shall be the excess, if any, of the amount of such net operating 
loss over the net income for the second preceding taxable year 
computed—

“(i) with the exceptions, additions, and limitations 
provided in subsection (d) (1), (2), (4), and (6), and

“(ii) by determining the net operating loss deduction 
for such second preceding taxable year without regard

53 Stat. 75.
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to such net operating loss and without regard to any 
reduction specified in subsection (c).

“(B) Loss for Taxable Year Beginning After 1949.—If 
for any taxable year beginning after December 31, 1949, the 
taxpayer has a net operating loss, such net operating loss shall 
be a net operating loss carry-back for the preceding taxable 
year.

“(2) Net  operat ing  loss  carr y -over .—
“(A) Loss for Taxable Year Beginning Before 1950.—If 

for any taxable year beginning before January 1, 1950, the 
taxpayer has a net operating loss, such net operating loss shall 
be a net operating loss carry-over for each of the two suc-
ceeding taxable years, except that the carry-over in the case 
of the second succeeding taxable year shall be the excess, if 
any, of the amount of such net operating loss over the net 
income for the intervening taxable year computed—

“(i) with the exceptions, additions, and limitations 
provided in subsection (d) (1), (2), (4), and (6), and 

“(ii) by determining the net operating loss deduction 
for such intervening taxable year without regard to such 
net operating loss, without regard to any net operating 
loss carry-back, and without regard to any reduction 
specified in subsection (c).

For the purposes of the preceding sentence, the net operating 
loss for any taxable year beginning after December 31, 1941, 
shall be reduced by the sum of the net income for each of the 
two preceding taxable years computed—

“(iii) with the exceptions, additions, and limitations 
provided in subsection (d) (1), (2), (4), and (6), and

“ (iv) by determining the net operating loss deduction 
without regard to such net operating loss or to the net 
operating loss for the succeeding taxable year, and with-
out regard to any reduction specified in subsection (c).

“(B) Loss for Taxable Year Beginning After 1949.—If for 
any taxable year beginning after December 31, 1949, the tax-
payer has a net operating loss, such net operating loss shall 
be a net operating loss carry-over for each of the five suc-
ceeding taxable years, except that the carry-over in the case of 
each such succeeding taxable year (other than the first suc-
ceeding taxable year) shall be the excess, if any, of the amount 
of such net operating loss over the sum of the net income for 
each of the intervening years computed—

“(i) with the exceptions, additions, and limitations 
provided in subsection (d) (1), (2), (4), and (6), and

“(ii) by determining the net operating loss deduction 
for each intervening taxable year, without regard to such 
net operating loss or to the net operating loss for any 
succeeding taxable year and without regard to any reduc-
tion specified in subsection (c).

For the purpose of the preceding sentence, the net operating 
loss for any taxable year beginning after December 31, 1949, 
shall be reduced by the amount, if any, of the net income for 
the preceding taxable year computed—

“(i) with the exceptions, additions, and limitations 
provided in subsection (d) (1), (2), (4), and (6), and

“(ii) by determining the net operating loss deduction 
for such preceding taxable year without regard to such 
net operating loss and without regard to any reduction 
specified in subsection (c).”
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(b) Eff ecti ve  Date  of  Subsec tion  (a).—The amendment made 
by subsection (a) shall be applicable in computing the net operating 
loss deduction for taxable years beginning after December 31, 1947.
SEC. 216. AMORTIZATION OF EMERGENCY FACILITIES.

(a) Amorti zati on  Deduction .—Chapter 1 is hereby amended by 
inserting after section 124 the following:
“SEC. 124A. AMORTIZATION DEDUCTION.

“ (a) General  Rule .—Every person, at his election, shall be entitled 
to a deduction with respect to the amortization of the adjusted basis 
(for determining gain) of any emergency facility (as defined in sub-
section (d)), based on a period of sixty months. Such amortization 
deduction shall be an amount, with respect to each month of such 
period within the taxable year, equal to the adjusted basis of the 
facility at the end of such month divided by the number of months 
(including the month for which the deduction is computed) remaining 
in the period. Such adjusted basis at the end of the month shall be 
computed without regard to the amortization deduction for such 
month. The amortization deduction above provided with respect to 
any month shall, except to the extent provided in subsection' (f) of 
this section, be in lieu of the deduction with respect to such facility for 
such month provided by section 23 (1), relating to exhaustion, wear 
and tear, and obsolescence. The sixty-month period shall begin as 
to any emergency facility, at the election of the taxpayer, with the 
month following the month in which the facility was completed or 
acquired, or with the succeeding taxable year.

“(b) Elect ion  of  Amortiza tion .—The election of the taxpayer to 
take the amortization deduction and to begin the sixty-month period 
with the month following the month in which the facility was com-
pleted or acquired, or with the taxable year succeeding the taxable 
year in which such facility was completed or acquired, shall be made 
by filing with the Secretary, in such manner, in such form, and within 
such time, as the Secretary may by regulations prescribe, a statement 
of such election.

“(c) Termination  of  Amorti zati on  Deduction .—A taxpayer 
which has elected under subsection (b) to take the amortization 
deduction provided in subsection (a) may, at any time after making 
such election, discontinue the amortization deductions with respect 
to the remainder of the amortization period, such discontinuance to 
begin as of the beginning of any month specified by the taxpayer in 
a notice in writing filed with the Secretary before the beginning of 
such month. The deduction provided under section 23 (1) shall be 
allowed, beginning with the first month as to which the amortiza-
tion deduction is not applicable, and the taxpayer shall not be entitled 
to any further amortization deductions with respect to such emergency 
facility.

“(d) Definit ions .—
“(1) Emergency  facilit y .—As used in this section, the term 

‘emergency facility’ means any facility, land, building, machinery, 
or equipment, or any part thereof, the construction, reconstruc-
tion, erection, installation, or acquisition of which was completed 
after December 31, 1949, and with respect to which a certificate 
under subsection (e) has been made. In no event shall an amor-
tization deduction be allowed in respect of any emergency facility 
for any taxable year unless a certificate in respect thereof under 
this paragraph shall have been made prior to the filing of the 
taxpayer’s return for such taxable year, or, in the case of an 
emergency facility completed or acquired by a taxpayer after 
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December 31, 1949, and before the date of enactment of the 
Revenue Act of 1950, unless a certificate in respect thereof under 
this paragraph shall have been made prior to the expiration of 
twelve months after the date of enactment of the Revenue Act 
of 1950.

“(2) Emerg ency  pe riod .—As used in this section, the term 
‘emergency period’ means the period beginning January 1, 1950, 
and ending on the date on which the President proclaims that 
the utilization of a substantial portion of the emergency facilities 
with respect to which certifications under subsection (e) have 
be made is no longer required in the interest of national defense.

“(e) Determi nation  of  Adjust ed  Basis  of  Emergency  Facili ty .— 
In determining, for the purposes of subsection (a) or subsection (g), 
the adjusted basis of an emergency facility—

“ (1) There shall be included only so much of the amount of the 
adjusted basis of such facility (computed without regard to this 
section) as is properly attributable to such construction, recon-
struction, erection, installation, or acquisition after December 31, 
1949, as the certifying authority, designated by the President by 
Executive order, has certified as necessary m the interest of 
national defense during the emergency period, and only such 
portion of such amount as such authority has certified as attrib-
utable to defense purposes. Such certification shall be under such 
regulations as may be prescribed from time to time by such certi-
fying authority with the approval of the President. An applica-
tion for a certificate must be filed at such time and in such manner 
as may be prescribed by such certifying authority under such 
regulations but in no event shall such certificate have any effect 
unless an application therefor is filed before the expiration of six 
months after the beginning of such construction, reconstruction, 
erection, or installation or the date of such acquisition, or before 
the expiration of six months after the date of enactment of the 
Revenue Act of 1950, whichever is later.

“(2) After the completion or acquisition of any emergency 
facility with respect to which a certificate under paragraph (1) 
has been made, any expenditure (attributable to such facility 
and to the period after such completion or acquisition), which does 
not represent construction, reconstruction, erection, installation, 
or acquisition included in such certificate, but with respect to 
which a separate certificate is made under paragraph (1), shall 
not be applied in adjustment of the basis of such facility but a 
separate basis shall be computed therefor pursuant to paragraph 
(1) as if it were a new and separate emergency facility.

“(f) Depreci ation  Deduction .—If the adjusted basis of the emer-
gency facility (computed without regard to this section) is in excess 
of the adjusted basis computed under subsection (e), the deduction 
provided by section 23 (1) shall, despite the provisions of subsection 
(a) of this section, be allowed with respect to such emergency facility 
as if its adjusted basis for the purpose of such deduction were an 
amount equal to the amount of such excess.

“(g) Payment  by  United  States  of  Unamort ized  Cost  of  Facil -
ity .—If an amount is properly includible in the gross income of the 
taxpayer on account of a payment with respect to an emergency facility 
and such payment is certified as provided in paragraph (1), then, at 
the election of the taxpayer in its return for the taxable year in which 
such amount is so includible—

“(1) The amortization deduction for the month in which such 
amount is so includible shall (in lieu of the amount of the deduc-
tion for such month computed under subsection (a)) be equal to



64 St at .] 81st  CONG., 2d SESS.—CH. 994—SEPT. 23, 1950 941

the amount so includible but not in excess of the adjusted basis of 
the emergency facility as of the end of such month (computed 
without regard to any amortization deduction for such month). 
Payments referred to in this paragraph shall be payments the 
amounts of which are certified, under such regulations as the 
President may prescribe, by the certifying authority designated 
by the President as compensation to the taxpayer for the unamor-
tized cost of the emergency facility made because—

“(A) a contract with the United States involving the use 
of the facility has been terminated by its terms or by can-
cellation, or

“(B) the taxpayer had reasonable ground (either from pro-
visions of a contract with the United States involving the 
use of the facility, or from written or oral representations 
made under authority of the United States) for anticipating 
future contracts involving the use of the facility, which future 
contracts have not been made.

“(2) In case the taxpayer is not entitled to any amortization 
deduction with respect to the emergency facility, the deduc-
tion allowable under section 23 (1) on account of the month 
in which such amount is so includible shall be increased by such 
amount, but such deduction on account of such month shall not 
be in excess of the adjusted basis of the emergency facility as of 
the end of such month (computed without regard to any amount 
allowable, on account of such month, under section 23 (1) or this 
paragraph).

“(h) Life  Tenant  and  Remaind erman .—In the case of property 
held by one person for life with remainder to another person, the 
deduction shall be computed as if the life tenant were the absolute 
owner of the property and shall be allowable to the life tenant.

“(i) Cros s Refere nce .—For special rule with respect to gain 
derived from the sale or exchange of property the adjusted basis of 
which is determined with regard to this section, see section 117 
(g) (3V’

(b) Technical  Amend ment s .—Section 23 (t) is hereby amended 
by striking out “section 124” and inserting in lieu thereof “section 124 
and section 124A”.

(c) Gain  Attri butable  to  Amorti zati on  Deducti on .—Section 117 
(g) is hereby amended by striking out the period at the end of para-
graph (2) and inserting in lieu thereof “; and”, and by inserting after 
paragraph (2) the following new paragraph:

“(3) gain from the sale or exchange of property, to the extent 
that the adjusted basis of such property is less than its adjusted 
basis determined without regard to section 124A (relating to 
amortization deduction), shall be considered as gain from the sale 
or exchange of property which is neither a capital asset nor prop-
erty described in subsection (j).”

(d) Eff ecti ve  Dates .—The amendments made by this section shall 
be applicable with respect to taxable years ending after December 
31, 1949.
SEC. 217. AMORTIZATION OF PREMIUM ON CONVERTIBLE BOND.

(a) Premium  Attri butable  to  Convers ion  Feat ures  of  Bond .— 
Section 125 (b) (1) (relating to determination of amount of bond 
premium) is hereby amended by adding at the end thereof the follow-
ing : “In no case shall the amount of bond premium on a convertible 
bond include any amount attributable to the conversion features of 
the bonjJ.”

(b) Effect ive  Date .—The amendment made by subsection (a) shall 
be applicable with respect to taxable years beginning after June 15, 
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1950, and shall also apply, in the case of a taxable year beginning on 
or before such date, with respect to bonds acquired after such date.
SEC. 218. STOCK OPTIONS.

(a) Treatme nt  of  Certain  Emplo yee  Stock  Options .—Supple-
ment B of chapter 1 is hereby amended by adding at the end thereof the 
following new section:
“SEC. 130A. EMPLOYEE STOCK OPTIONS.

53 Stat. 12.
26 U. S. C. § 23 (a). 
Post, p. 1219.

53 Stat. 37, 872.
26 U.S.C.§§ 112(b) 

(2), (3), 113 (a) (19).

“ (a) Treatment  of  Restri cted  Stock  Options .—If a share of stock 
is transferred to an individual pursuant to his exercise after 1949 of 
a restricted stock option, and no disposition of such share is made by 
him within two years from the date of the granting of the option nor 
within six months after the transfer of such share to him—

“(1) no income shall result at the time of the transfer of such 
share to the individual upon his exercise of the option with respect 
to such share;

“(2) no deduction under section 23 (a) shall be allowable at any 
time to the employer corporation of such individual or its parent 
or subsidiary corporation with respect to the share so transferred; 
and

“ (3) no amount other than the option price shall be considered 
as received by either of such corporations for the share so 
transferred.

This subsection and subsection (b) shall not apply unless (A) the indi-
vidual, at the time he exercises the restricted stock option, is an 
employee of the corporation granting such option or of a parent or 
subsidiary corporation of such corporation, or (B) the option is exer-
cised by him within three months after the date he ceases to be an 
employee of any of such corporations.

’ “(b) Speci al  Rule  Where  Optio n  Price  is  Betw een  85 Percent  
and  95 Percent  of  Value  of  Stock .—If no disposition of a share of 
stock acquired by an individual upon his exercise after 1949 of a 
restricted stock option is made by him within two years from the date 
of the granting of the option nor within six months after the transfer 
of such share to him, but, at the time the restricted stock option was 
granted, the option price was less than 95 per centum of the fair market 
value at such time of such share, then, in the event of any disposition 
of such share by him, or in the event of his death (whenever occurring) 
while owning such share, there shall be included as compensation (and 
not as gain upon the sale or exchange of a capital asset) in his gross 
income, for the taxable year in which falls the date of such disposition 
or for the taxable year closing with his death, whichever is applicable, 
an amount equal to the amount (if any) by which the option price is 
exceeded by the lesser of—

“(1) the fair market value of the share at the time of such 
disposition or death, or

“(2) the fair market value of the share at the time the option 
was granted.

In the case of the disposition of such share by the individual, the basis 
of the share in his hands at the time of such disposition shall be 
increased by an amount equal to the amount so includible in his gross 
income.

“(c) Acquis iti on  of  New  Stock .—If stock transferred to an 
individual upon his exercise of the option is exchanged by him for 
stock or securities in an exchange within the provisions of section 112
(b) (2) or (3), or if new stock, as described in section 113 (a) (19), 
is acquired upon a distribution with respect to such stock, £he stock 
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or securities acquired in such exchange and such new stock shall be 
considered as having been transferred to him upon his exercise of 
such option. A similar rule shall be applied in the case of a series 
of such exchanges or acquisitions.

“(d) Def init ions .—As used in this section—
“(1) Restric ted  stock  opt ion .—The term ‘restricted stock 

option’ means an option granted after February 26, 1945, to an 
individual, for any reason connected with his employment by a 
corporation, if granted by the employer corporation or its parent 
or subsidiary corporation, to purchase stock of any of such corpo-
rations, but only if—

“(A) At the time such option is granted the option price 
is at least 85 per centum of the fair market value at such time 
of the stock subject to the option; and

“(B) Such option by its terms is not transferable by such 
individual otherwise than by will or the laws of descent and 
distribution, and is exercisable, during his lifetime, only by 
him; and

“(C) Such individual, at the time the option is granted, 
does not own stock possessing more than 10 per centum of the 
total combined voting power of all classes of stock of the 
employer corporation or of its parent or subsidiary corpora-
tion. For the purposes of this subparagraph—

“ (i) such individual shall be considered as owning the 
stock owned, directly or indirectly, by or for his brothers 
and sisters (whether by the whole or half blood), spouse, 
ancestors, and lineal descendants; and

“(ii) stock owned, directly or indirectly, by or for a 
corporation, partnership, estate, or trust, shall be con-
sidered as being owned proportionately by or for its 
shareholders, partners, or beneficiaries.

“(2) Parent  corporat ion .—The term ‘parent corporation’ 
means any corporation (other than the employer corporation) in 
an unbroken chain of corporations ending with the employer cor-
poration if, at the time of granting of the option, each of the 
corporations other than the employer corporation owns stock pos-
sessing more than 50 per centum of the total combined voting 
power of all classes of stock in one of the other corporations in 
such chain.

“(3) Subsi diar y  corporati on .—The term ‘subsidiary corpora-
tion’ means any corporation (other than the employer corpora-
tion) in an unbroken chain of corporations beginning with the 
employer corporation if, at the time of the granting of the option, 
each of the corporations other than the last corporation in the 
unbroken chain owns stock possessing more than 50 per centum of 
the total combined voting power of all classes of stock in one of 
the other corporations in such chain.

“(4) Disp osit ion .—The term ‘disposition’ includes a sale, 
exchange, gift, or any transfer of legal title, but does not include— 

“ (A) a transfer from a decedent to his estate or a transfer 
by bequest or inheritance;

“(B) an exchange which is within the provisions of section 
112 (b) (2) or (3) ; or

“(C) a mere pledge or hypothecation.
“(e) Modificati on , Extension , or  Renewal  of  Opt ion .—For the 

purposes of subsection (d), if the terms of any option to purchase 
stock are modified, extended, or renewed, the following rules shall be 
applied with respect to transfers of stock made upon an exercise of 

53 Stat. 37.
26 U. S. C. J 112 (b) 

(2), (3).

Supra.
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the option after the making of such modification, extension, or 
renewal:

“(1) Such modification, extension, or renewal shall be con-
sidered as the granting of a new option;

“(2) The fair market value of such stock at the time of the 
granting of such option shall be considered as (A) the fair market 
value of such stock on the date of the original granting of the 
option, (B) the fair market value of such stock on the date of the 
making of such modification, extension, or renewal, or (C) the 
fair market value of such stock at the time of the making of any 
intervening modification, extension, or renewal, whichever is the 
highest.”
(b) Eff ecti ve  Date .—The amendment made by this section shall 

be applicable with respect to taxable years ending after December 31, 
1949.
SEC. 219. PAYMENT OF TAX WITHHELD AT SOURCE FROM NONRESI-

DENT ALIENS.
The first sentence of section 143 (c) is hereby amended to read 

as follows: “Every person required to deduct and withhold any tax 
under this section shall, on or before March 15 of each year, make 
return thereof and pay the tax to the collector designated in section 
53 (b).”
SEC. 220. EMPLOYEES OF UNITED STATES WORKING IN POSSESSIONS 

OF THE UNITED STATES OR IN THE CANAL ZONE.
Effective with respect to taxable years beginning after December 31, 

1949, section 251 (relating to income from sources within possessions of 
United States) is hereby amended by adding at the end thereof the 
following new subsection:

“(j) Emp loyee s  of  United  States .—For the purposes of this sec-
tion, amounts paid for services performed by a citizen of the United 
States as an employee of the United States or any agency thereof shall 
be deemed to be derived from sources within the United States.”
SEC. 221. RESIDENTS OF PUERTO RICO.

(a) Income  of  Indivi dual s  From  Sources  Within  Puerto  Rico .— 
Section 251 (d) (relating to income from sources within possessions 
of United States) is hereby amended to read as follows:

“(d) Definit ion .—As used in this section the term ‘possession of 
the United States’ does not include the Virgin Islands of the United 
States, and such term when used with respect to citizens of the United 
States does not include Puerto Rico.”

(b) Citize ns  of  the  United  State s Resi ding  in  Puert o  Rico .— 
Section 252 (a) (relating to citizens of possessions of the United 
States) is hereby amended by adding at the end thereof the following 
new sentence: “This subsection shall have no application in the case of 
a citizen of Puerto Rico.”

(c) Taxation  of  Income  of  Resi dents  of  Puerto  Rico .—Section 
116 (relating to exclusions from gross income) is hereby amended by 
adding at the end thereof the following new subsection:

“(1) Income  From  Sources  Within  Puer to  Rico .—
“(1) Resident  of  Puerto  Rico  for  entire  taxable  year .—In 

the case of an individual who is a bona fide resident of Puerto Rico 
during the entire taxable year, income derived from sources within 
Puerto Rico (except amounts received for services performed as 
an employee of the United States or any agency thereof) ; but such 
individual shall not be allowed as a deduction from his gross 
income any deductions properly allocable to or chargeable against 
amounts excluded from gross income under this paragraph.

PUBLIC LAWS—CH. 994—SEPT. 23, 1950
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“(2) Taxable  year  of  change  of  res idence  from  Puerto  

Rico .—In the case of an individual citizen of the United States, 
who has been a bona fide resident of Puerto Rico for a period of at 
least two years before the date on which he changes his residence 
from Puerto Rico, income derived from sources therein (except 
amounts received for services performed as an employee of the 
United States or any agency thereof) which is attributable to 
that part of such period of Puerto Rican residence before such 
date; but such individual shall not be allowed as a deduction from 
his gross income any deductions properly allocable to or charge-
able against amounts excluded from gross income under this 
paragraph.”

(d) Aliens  Residi ng  in  Puerto  Rico .—Supplement H (relating to 
nonresident alien individuals) is hereby amended by adding at the end 
thereof the following new section:
“SEC. 220. ALIEN RESIDENTS OF PUERTO RICO.

“(a) No Appli cation  to  Certain  Alien  Resi dents  of  Puer to  
Rico .—The provisions of this supplement shall have no application to 
an alien individual who is a bona fide resident of Puerto Rico during 
the entire taxable year, and such alien shall be subject to the taxes 
imposed by sections 11 and 12.

“(b) Cros s  Referenc e .—For exclusion from gross income of income 
derived from sources within Puerto Rico, see section 116 (1) (1).”

(e) Withhol ding  on  Alie n  Resi dents  of  Puer to  Rico .—Section 
143 (a) (1) (relating to withholding of tax at source on tax-free 
covenant bonds) and section 143 (b) (relating to withholding of 
tax at source on dividends, interest, etc., paid to nonresident aliens) 
are each amended by adding at the end thereof the following: “As used 
in this subsection the term ‘nonresident alien individual’ includes an 
alien resident of Puerto Rico.”

(f) With hold ing  of  Tax  on  Wages .—
(1) Section 1621 (a) (6) (relating to collection of income tax 

at source on wages) is hereby amended to read as follows:
“(6) for services performed by a nonresident alien individual, 

other than (A) a resident of a contiguous country who enters and 
leaves the United States at frequent intervals, or (B) a resident 
of Puerto Rico if such services are performed as an employee of 
the United States or any agency thereof, or”.

(2) Section 1621 (a) (8) (relating to collection of income tax 
at source on wages) is hereby amended by striking out subpara-
graph (B) thereof and inserting in lieu thereof the following:

“(B) for services for an employer (other than the United 
States or any agency thereof) performed by a citizen of the 
United States within a possession of the United States (other than 
Puerto Rico), if it is reasonable to believe that at least 80 per 
centum of the remuneration to be paid to the employee by such 
employer during the calendar year will be for such services, or

“(C) for services for an employer (other than the United 
States or any agency thereof) performed by a citizen of the United 
States within Puerto Rico, if it is reasonable to believe that during 
the entire calendar year the employee will be a bona fide resident 
of Puerto Rico, or”.

(g) Declaration  of  Estimate d  Tax .—Section 58 (a) (relating to 
declaration of estimated tax by individuals) is hereby amended by 
inserting after “Chapter 9 is not made applicable” the following: 
“, but including every alien individual who is a resident of Puerto 
Rico during the entire taxable year”.
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(h) Fore ign  Tax  Credit .—Paragraphs (2) and (3) of section 131 
(a) (relating to allowance of credit) are hereby amended to read as 
follows:

“ (2) Resident  of  the  Unit ed  States  or  Puerto  Rico .—In the 
case of a resident of the United States and in the case of an 
individual who is a bona fide resident of Puerto Rico during the 
entire taxable year, the amount of any such taxes paid or accrued 
during the taxable year to any possession of the United States; 
and

“ (3) Alien  resid ent  of  the  Unit ed  State s  or  Puerto  Rico .— 
In the case of an alien resident of the United States and in the 
case of an alien individual who is a bona fide resident of Puerto 
Rico during the entire taxable year, the amount of any such taxes 
paid or accrued during the taxable year to any foreign country, 
if the foreign country of which such alien resident is a citizen 
or subject, in imposing such taxes, allows a similar credit to citi-
zens of the United States residing in such country; and”.

(i) Collection  of  Taxes  in  Puerto  Rico .—Section 3811 (relating 
to collection of taxes in Puerto Rico and the Virgin Islands) is hereby 
amended to read as follows:
“SEC. 3811. COLLECTION OF TAXES IN PUERTO RICO AND VIRGIN 

ISLANDS.
“(a) Puer to  Rico .—Notwithstanding any other provision of law 

respecting taxation in Puerto Rico, all taxes imposed by chapter 1, 
and by subchapters A and D of chapter 9, shall be collected under the 
direction of the Secretary and shall be paid into the Treasury of the 
United States as internal revenue collections. All provisions of the 
laws of the United States applicable to the administration, collection, 
and enforcement of any tax imposed upon the incomes of individuals, 
estates, and trusts by chapter 1 (including the provisions relating to 
The Tax Court of the United States), and of any tax imposed by 
subchapter A or by subchapter D of chapter 9, shall, in respect to 
such tax, extend to and be applicable in Puerto Rico in the same 
manner and to the same extent as if Puerto Rico were a State, and 
as if the term ‘United States’ when used in a geographical sense 
included Puerto Rico.

“(b) Virgi n  Isl ands .—Notwithstanding any other provision of 
law respecting taxation in the Virgin Islands, all taxes imposed by 
subchapter E of chapter 1, and by subchapter A of chapter 9, shall 
be collected under the direction of the Secretary and shall be paid 
into the Treasury of the United States as internal revenue collections. 
All provisions of the laws of the United States applicable to the 
administration, collection, and enforcement of the tax imposed by 
subchapter E of chapter 1 (including the provisions relating to The 
Tax Court of the United States), and of any tax imposed by sub-
chapter A of chapter 9, shall, in respect to such tax, extend to and be 
applicable in the Virgin Islands in the same manner and to the same 
extent as if the Virgin Islands were a State, and as if the term ‘United 
States’ when used in a geographical sense included the Virgin Islands.

“(c) Def ini ti on .—As used in this section, the term ‘tax’ includes 
any penalty with respect to the tax, any addition to the tax, and any 
additional amount with respect to the tax, provided for by any law 
of the United States.”

(j) Techni cal  Amendm ents .—
(1) Section 481 (a) (I) (relating to the definition of net earn-

ings from self-employment) is hereby amended to read as follows: 
“(7) (A) In the case of any taxable year beginning before the 

effective date specified in section 3810, the term ‘possession of the 
United States’ when used in section 251 with respect to citizens of 
the United States shall include Puerto Rico;
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“(B) In the case of any taxable year beginning on or after the 

effective date specified in section 3810, a resident of Puerto Rico 
shall compute his net earnings from self-employment in the same 
manner as a citizen of the United States but without regard to 
the provisions of section 116 (1).”

(2) Section 211 (a) (7) (relating to the definition of net earn-
ings from self-employment) of the Social Security Act is hereby 
amended to read as follows:

“ (7) (A) In the case of any taxable year beginning before the 
effective date specified in section 219, the term ‘possession of the 
United States’ when used in section 251 of the Internal Revenue 
Code with respect to citizens of the United States shall include 
Puerto Rico;

“(B) In the case of any taxable year beginning on or after 
the effective date specified in section 219, a resident of Puerto Rico 
shall compute his net earnings from self-employment in the same 
manner as a citizen of the United States but without regard to the 
provisions of section 116 (1) of such code.”

(k) Eff ective  Date .—The amendments made by this section 
shall be applicable with respect to taxable years beginning after 
December 31, 1950, except that the amendments made by subsection 
(f) shall be applicable with respect to wages paid on or after January 
1, 1951, and except that the amendment made by subsection (i) shall 
be effective on the date of the enactment of this Act.
SEC. 222. REGULATED INVESTMENT COMPANIES.

Effective with respect to taxable years ending after the date of the 
enactment of this Act, section 362 (b) (relating to method of taxa-
tion of regulated investment companies and shareholders) is hereby 
amended by adding at the end thereof the following:

“(8) For the purposes of this subsection, any dividend or por-
tion thereof declared by a company after the close of the taxable 
year and prior to the time prescribed by law for the filing of its 
return for the taxable year (including the period of any extension 
of time granted for filing such return) shall, to the extent the 
company so elects in such return, be treated as having been paid 
during such taxable year, but only if distribution of such dividend 
is actually made to shareholders in the 12-month period following 
the close of such taxable year and not later than the date of the 
first regular dividend payment made after such declaration.”

SEC. 223. PERSONAL HOLDING COMPANY INCOME.
Section 502 (f) of the Internal Revenue Code (relating to use of 

corporation property by a shareholder) shall not apply with respect 
to rents received during taxable years ending after December 31, 
1945, and before January 1, 1950, if such rents were received for the 
use by the lessee, in the operation of a bona fide commercial, indus-
trial, or mining enterprise, of property of the taxpayer.

TITLE III—TREATMENT OF INCOME OF, AND 
GIFTS AND BEQUESTS TO, CERTAIN TAX- 
EXEMPT ORGANIZATIONS

Part I—Taxation of Business Income of Certain Tax-Exempt 
Organizations

SEC. 301. INCOME OF EDUCATIONAL, CHARITABLE, AND CERTAIN 
OTHER EXEMPT ORGANIZATIONS.

(a) Tax  on  Certain  Types  of  Income .—Supplement U of chapter 
1 is hereby amended to read as follows:
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“Supplement U—Taxation of Business Income of 
Certain Section 101 Organizations

“SEC. 421. IMPOSITION OF TAX.
“(a) In  General .—There shall be levied, collected, and paid for 

each taxable year beginning after December 31, 1950—
“(1) upon the supplement U net income (as defined in subsec-

tion (c)) of every organization described in subsection (b) (1), 
a normal tax of 25 per centum of the supplement U net income, 
and a surtax of 20 per centum of the amount of the supplement U 
net income in excess of $25,000.

“ (2) upon the supplement U net income of every trust described 
in subsection (b) (2), a normal tax computed at the rate and in 
the manner provided in section 11 and a surtax computed at the 
rates and in the manner provided in section 12 (b). In making 
such computations for the purposes of this section, the term ‘the 
amount of the net income in excess of the credits against net 
income provided in section 25’ as used in section 11 shall be read 
as ‘the amount of the supplement U net income’ and the term 
‘surtax net income’ as used in section 12 (b) shall be read as 
‘supplement U net income’.

“(b) Organi zatio ns  Subject  to  Tax .—
“(1) Organizat ions  taxab le  as  corpora tion s .—The taxes 

imposed by subsection (a) (1) shall apply in the case of any 
organization (other than a church, a convention or association 
of churches, or a trust described in paragraph (2)) which is 
exempt, except as provided in this supplement, from taxation 
under this chapter by reason of paragraph (1), (6), or (7) of 
section 101. Such taxes shall also apply in the case of a corpora-
tion described in section 101 (14) if the income is payable to an 
organization which itself is subject to the tax imposed by subsec-
tion (a) or to a church or to a convention or association of 
churches.

“ (2) Trusts  taxab le  at  individual  rate s .—The taxes imposed 
by subsection (a) (2) shall apply in the case of any trust which 
is exempt, except as provided in this supplement, from taxation 
under this chapter by reason of paragraph (6) of section 101 and 
which, if it were not for such exemption, would be subject to the 
provisions of supplement E.

“(c) Defini tion  of  Supplemen t  U Net  Income .—The term ‘sup-
plement U net income’ of an organization means the amount by which 
its unrelated business net income (as defined in section 422) exceeds 
$1,000.

“(d) Foreign  Organizati ons .—The supplement U net income of 
an organization described in subsection (b) (1) or (2) which is a 
foreign organization shall be its supplement U net income derived 
from sources within the United States determined in accordance with 
the rules of section 119 and sections 212, 213 (a), 231 (c) and (d), and 
232 (a).
“SEC. 422. UNRELATED BUSINESS NET INCOME.

“(a) Defini tion .—The term ‘unrelated business net income’ means 
the gross income derived by any organization from any unrelated trade 
or business (as defined in subsection (b)) regularly carried on by it, 
less the deductions allowed by section 23 which are directly connected 
with the carrying on of such trade or business, subject to the following 
exceptions, additions, and limitations:

“ (1) There shall be excluded all dividends, interest, and annui-
ties, and all deductions directly connected with such income.
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“ (2) There shall be excluded all royalties (including overriding 

royalties) whether measured by production or by gross or net 
income from the property, and all deductions directly connected 
with such income.

“(3) There shall be excluded all rents from real property 
(including personal property leased with the real property), and 
all deductions directly connected with such rents.

“(4) Notwithstanding paragraph (3), in the case of a supple-
ment U lease (as defined in section 423 (a)) there shall be included, 
as an item of gross income derived from an unrelated trade or 
business, the amount ascertained under section 423 (d) (1) and 
there shall be allowed, as a deduction, the amount ascertained 
under section 423 (d) (2).

“(5) There shall be excluded all gains or losses from the sale, 
exchange, or other disposition of property other than (A) stock in 
trade or other property of a kind which would properly be includ-
ible in inventory if on hand at the close of the taxable year, or (B) 
property held primarily for sale to customers in the ordinary 
course of the trade or business. This paragraph shall not apply 
with respect to the cutting of timber which is considered, upon 
the application of section 117 (k) (1), as a sale or exchange of 
such timber.

“(6) The net operating loss deduction provided in section 23 
(s) shall be allowed, except that—

“(A) the net operating loss for any taxable year, the 
amount of the net operating loss carry-back or carry-over to 
any taxable year, and the net operating loss deduction for any 
taxable year shall be determined under section 122 without 
taking into account any amount of income or deduction which 
is excluded under this supplement in computing the unrelated 
business net income; and

“(B) the terms ‘preceding taxable year’ and ‘preceding 
taxable years’ as used in section 122 shall not include any 
taxable year for which the organization was not subject to 
the provisions of this supplement.

“(7) There shall be excluded all income derived from research 
for (A) the United States, or any of its agencies or instrumen-
talities, or (B) any State or political subdivision thereof; and 
there shall be excluded all deductions directly connected with such 
income.

“(8) (A) In the case of a college, university, or hospital, there 
shall be excluded all income derived from research performed for 
any person, and all deductions directly connected with such 
income.

“(B) In the case of an organization operated primarily for the 
purposes of carrying on fundamental research the results of which 
are freely available to the general public, there shall be excluded 
all income derived from research performed for any person, and 
all deductions directly connected with such income.

“(9) (A) In the case of any organization described in section 
421 (b) (1), the so-called ‘charitable contribution’ deduction 
allowed by section 23 (q) shall be allowed (whether or not directly 
connected with the carrying on of the trade or business), but shall 
not exceed 5 per centum of the unrelated business net income com-
puted without the benefit of this subparagraph.

“(B) In the case of any trust described in section 421 (b) (2), 
the so-called ‘charitable contribution’ deduction allowed by sec-
tion 23 (o) shall be allowed (whether or not directly connected 
with the carrying on of the trade or business), and for such
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purpose a distribution made by the trust to a beneficiary described 
in section 23 (o) shall be considered as a gift or contribution. 
The deduction allowed by this subparagraph shall not exceed 15 
per centum of the unrelated business net income computed with-
out the benefit of this subparagraph.

If a trade or business regularly carried on by a partnership of which 
an organization is a member is an unrelated trade or business with 
respect to such organization, such organization in computing its unre-
lated business net income shall, subject to the exceptions, additions, 
and limitations contained in paragraphs (1) through (9) above, 
include its share (whether or not distributed) of the gross income 
of the partnership from such unrelated trade or business and its share 
of the partnership deductions directly connected with such gross 
income. If the taxable year of the organization is different from that 
of the partnership, the amounts to be so included or deducted in com-
puting the unrelated business net income shall be based upon the 
income and deductions of the partnership for any taxable year of the 
partnership (whether beginning on, before, or after January 1, 1951) 
ending within or with the taxable year of the organization.

“(b) Unrela ted  Trade  or  Busin ess .—The term ‘unrelated trade 
or business’ means, in the case of any organization subject to the tax 
imposed by section 421 (a), any trade or business the conduct of 
which is not substantially related (aside from the need of such organi-
zation for income or funds or the use it makes of the profits derived) 
to the exercise or performance by such organization of its charitable, 
educational, or other purpose or function constituting the basis for its 
exemption under section 101, except that such term shall not include 
any trade or business—

“(1) in which substantially all the work in carrying on such 
trade or business is performed for the organization without com-
pensation ; or

“(2) which is carried on, in the case of an organization 
described in section 101 (6), by the organization primarily for 
the convenience of its members, students, patients, officers, or 
employees; or

“(3) which is the selling of merchandise, substantially all of 
which has been received by the organization as gifts or con-
tributions.

The term ‘unrelated trade or business’ means, in the case of a trust 
computing its unrelated business net income under this section for 
the purposes of section 162 (g) (1), any trade or business regularly 
carried on by such trust or by a partnership of which it is a member.
“SEC. 423. SUPPLEMENT U LEASE.

“(a) Def initi on  of  Supp lem ent  U Leas e .—The term ‘supplement 
U lease’ means a lease for a term of more than five years of real 
property by an organization (or by a partnership of which it is a 
member), if at the close of the lessor’s taxable year there is a supple-
ment U lease indebtedness (as defined in subsection (b)) with respect 
to such property. In computing the term of a lease which contains 
an option for renewal or extension, the term of such lease shall be 
considered as including any period for which such option may be 
exercised; and the term of any lease made pursuant to an exercise of 
such option shall include the period during which the prior lease 
was in effect. If real property is acquired subject to a lease, the term 
of such lease shall be considered to begin on the date of such acquisi-
tion. No lease shall be considered a supplement U lease if (A) such 
lease is entered into primarily for purposes which are substantially 
related (aside from the need of such organization for income or funds
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or the use it makes of the rents derived) to the exercise or performance 
by such organization of its charitable, educational, or other purpose 
or function constituting the basis for its exemption under section 101, 
or (B) the lease is of premises in a building primarily designed for 
occupancy, and occupied, by the organization. If a lease for more than 
five years to a tenant is for only a portion of the real property, and 
space in the real property is rented during the taxable year under a 
lease for not more than five years to any other tenant of the organiza-
tion, leases of the real property for more than five years shall be 
considered as supplement U leases during the taxable year only if— 

“ (1) the rents derived from the real property during the tax-
able year under such leases represent 50 per centum or more of 
the total rents derived during the taxable year from the real 
property; or the area of the premises occupied under such leases 
represents, at any time during the taxable year, 50 per centum or 
more of the total area of the real property rented at such time; or 

“(2) the rent derived from the real property during the tax-
able year from any tenant under such a lease, or from a group of 
tenants (under such leases) who are (A) members of an affiliated 
group (as defined in section 141) or (B) partners, represents more 
than 10 per centum of the total rents derived during the taxable 
year from such property; or the area of the premises occupied 
by any one such tenant, or by any such group of tenants, represents 
at any time during the taxable year more than 10 per centum of 
the total area of the real property rented at such time.

“(b) Supplem ent  U Lease  Indebtedness .—The term ‘supplement 
U lease indebtedness’ means, with respect to any real property leased 
for a term of more than five years, the unpaid amount of—

“(1) the indebtedness incurred by the lessor in acquiring or 
improving such property;

“(2) the indebtedness incurred prior to the acquisition or 
improvement of such property if such indebtedness would not 
have been incurred but for such acquisition or improvement; and 

“(3) the indebtedness incurred subsequent to the acquisition or 
improvement of such property if such indebtedness would not 
have been incurred but for such acquisition or improvement and 
the incurrence of such indebtedness was reasonably foreseeable at 
the time of such acquisition or improvement.

Where real property is acquired subject to a mortgage or other similar 
lien, the amount of the indebtedness secured by such mortgage or lien 
shall be considered (whether the acquisition was by gift, devise, or 
purchase) as an indebtedness of the lessor incurred in acquiring such 
property even though the lessor did not assume or agree to pay such 
indebtedness, except that where real property was acquired by gift, 
bequest, or devise prior to July 1, 1950, subject to a mortgage or other 
similar lien, the amount of such mortgage or other similar lien shall 
not be considered as an indebtedness of the lessor incurred in acquiring 
such property. Where real property was acquired by gift, bequest, 
or devise prior to July 1, 1950, subject to a lease requiring improve-
ments in such property upon the happening of stated contingencies, 
indebtedness incurred in improving such property in accordance with 
the terms of such lease shall not be considered as an indebtedness for 
purposes of this subsection. In the case of a corporation described 
in section 101 (14), all of the stock of which was acquired prior to 
July 1, 1950, by an organization described in paragraph (1), (6), 
or (T) of section 101 (and more than one-third of such stock was 
acquired by such organization by gift or bequest), any indebtedness 
incurred by such corporation prior to July 1, 1950, and any indebted-
ness incurred by such corporation on or after such date in improving
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real property in accordance with the terms of a lease entered into 
prior to such date, shall not be considered as an indebtedness with 
respect to such corporation or such organization for purposes of this 
subsection. In determining the amount of the supplement U lease 
indebtedness where only a portion of the real property is subject to a 
supplement U lease, proper allocation to the premises covered by such 
lease shall be made of the indebtedness incurred by the lessor with 
respect to the real property.

“(c) Personal  Prope rty  Lease d  With  Real  Property .—For the 
purposes of this section, the term ‘real property’ and the term ‘prem-
ises’ include personal property of the lessor leased by it to a lessee 
of its real estate if the lease of such personal property is made under, 
or in connection with, the lease of such real estate.

“(d) Treatment  of  Supp lement  U Lease  Rents  and  Deduc -
tions .—In computing under section 422 (a) the unrelated business 
net income for any taxable year—

“(1) Percentage  of  rents  taken  into  account .—There shall 
be included with respect to each supplement U lease, as an item 
of gross income derived from an unrelated trade or business, 
an amount which is the same percentage (but not in excess of 
100 per centum) of the total rents derived during the taxable 
year under such lease as (A) the supplement U lease indebtedness, 
at the close of the taxable year, with respect to the premises cov-
ered by such lease is of (B) the adjusted basis, at the close of 
the taxable year, of such premises.

“(2) Percentage  of  deductions  taken  int o  accoun t .—There 
shall be allowed with respect to each supplement U lease, as a 
deduction to be taken into account in computing unrelated 
business net income, an amount which is the same percentage 
(but not in excess of 100 per centum) of the sum determined 
under paragraph (3) as the amount determined under clause
(A) of paragraph (1) is of the amount determined under clause
(B) of such paragraph.

“(3) Deduc tion s all owab le .—The sum referred to in para-
graph (2) is the sum of the following deductions allowable under 
section 23:

“(A) Taxes and other expenses paid or accrued during 
the taxable year upon or with respect to the real property 
subject to the supplement U lease.

“(B) Interest paid or accrued during the taxable year on 
the supplement U lease indebtedness.

“(C) A reasonable allowance for exhaustion, wear and tear 
(including a reasonable allowance for obsolescence) of the 
real property subject to such lease.

Where only a portion of the real property is subject to the supplement 
U lease, there shall be taken into account under subparagraph (A), 
(B), or (C) only those amounts which are properly allocable to the 
premises covered by such lease.

“SEC. 424. TAXES OF FOREIGN COUNTRIES AND POSSESSIONS OF THE 
UNITED STATES.

“The amount of income, war-profits, and excess-profits taxes 
imposed by foreign countries or possessions of the United States shall 
be allowed as a credit against the tax of an organization subject to 
the tax imposed by section 421 (a) to the extent provided in section 
131; and in the case of the tax imposed by section 421 (a), the term 
‘normal-tax net income’ and the term ‘net income’ as used in section 
131 shall be read as ‘supplement U net income’.”
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(b) Feeder  Organizat ions .—Section 101 is hereby amended by 

adding at the end thereof the following paragraph:
“An organization operated for the primary purpose of carrying on 

a trade or business for profit shall not be exempt under any paragraph 
of this section on the ground that all of its profits are payable to one 
or more organizations exempt under this section from taxation. For 
the purposes of this paragraph the term ‘trade or business’ shall not 
include the rental by an organization of its real property (including 
personal property leased with the real property).”

(c) Technical  Amendments .—
(1) Section 101 is hereby amended (A) by striking out “The 

following organizations shall be exempt” and inserting in lieu 
thereof “Except as provided in supplement U, the following 
organizations shall be exempt”, and (B) by adding at the end of 
such section (following the paragraph added by subsection (b) 
of this section) the following paragraph:

“Notwithstanding supplement U, an organization described in this 
section (other than in the preceding paragraph) shall be considered an 
organization exempt from income taxes for the purpose of any law 
which refers to organizations exempt from income taxes.”

(2) Section 117 (c) (1) is hereby amended by inserting before 
“and 500” the following: “421,”.

(3) Section 117 (c) (2) is hereby amended by inserting after 
“sections 11 and 12” the following: “(or, in the case of certain 
tax-exempt trusts, in lieu of the tax imposed by section 421) ”.

(4) Section 143 is hereby amended by adding at the end thereof 
the following new subsection:

“(h) Withholding  on  Certa in  Forei gn  Tax -Exempt  Organ iza -
tio ns .—In the case of income of a foreign organization subject to the 
tax imposed by section 421 (a), the provisions of this section and sec-
tion 144 shall apply to rents includible under section 422 in computing 
its unrelated business net income, but only to the extent and subject 
to such conditions as may be provided under regulations prescribed by 
the Secretary.”

(5) Supplement H is hereby amended by adding at the end 
thereof the following new section:

“SEC. 221. FOREIGN EDUCATIONAL, CHARITABLE AND CERTAIN 
OTHER EXEMPT ORGANIZATIONS.

“For special provisions relating to foreign educational, charitable 
and other exempt trusts, see section 421 (d).”

(6) Supplement I is hereby amended by adding at the end 
thereof the following new section:

“SEC. 238. FOREIGN EDUCATIONAL, CHARITABLE AND CERTAIN 
OTHER EXEMPT ORGANIZATIONS.

“For special provisions relating to foreign educational, charitable 
and certain other exempt organizations, see section 421 (d).”
SEC. 302. EXEMPTION OF CERTAIN ORGANIZATIONS FOR PAST YEARS.

(a) Trade  or  Busi nes s Not  Unrelate d .—For any taxable year 
beginning prior to January 1, 1951, no organization shall be denied 
exemption under paragraph (1), (6), or (7) of section 101 of the 
Internal Revenue Code on the grounds that it is carrying on a trade or 
business for profit if the income from such trade or business would not 
be taxable as unrelated business income under the provisions of Sup-
plement U of the Internal Revenue Code, as amended by this Act, or if 
such trade or business is the rental by such organization of its real 
property (including personal property leased with the real property).
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(b) Period  of  Limi tations .—In the case of an organization which 
would otherwise be exempt under section 101 of the Internal Revenue 
Code were it not carrying on a trade or business for profit, the filing of 
the information return required by section 54 (f) of the Internal 
Revenue Code (relating to returns by tax-exempt organizations) for 
any taxable year beginning prior to January 1, 1951, shall be deemed 
to be the filing of a return for the purposes of section 275 of the Internal 
Revenue Code (relating to period of limitation upon assessment and 
collection). In the case of such an organization which was, by the 
provisions of section 54 (f) of the Internal Revenue Code, specifically 
not required to file such information return, for the purposes of the 
preceding sentence a return shall be deemed to have been filed at the 
time when such return should have been filed had it been so required. 
The provisions of this subsection shall not apply to a taxable year of 
such an organization with respect to which, prior to September 20, 
1950, (1) any amount of tax was assessed or paid, or (2) a notice of 
deficiency under section 272 of the Internal Revenue Code was sent 
to the taxpayer.

(c) Denial  of  Deductio ns .—A gift or bequest to an organization 
prior to January 1, 1951, for religious, charitable, scientific, literary, or 
educational purposes (including the encouragement of art and the pre-
vention of cruelty to children or animals) otherwise allowable as a 
deduction under section 23 (o) (2), 23 (q) (2), 162 (a), 505 (a) (2), 
812 (d), 861 (a) (3), 1004 (a) (2) (B), or 1004 (b) (2) or (3) of the 
Internal Revenue Code, may not be denied under such sections if a 
denial of exemption to such organization for the taxable year of the 
organization in which such gift or bequest was made is prevented by 
the provisions of subsections (a) or (b) of this section.
SEC. 303. EFFECTIVE DATE OF PART I.

The amendments made by this part shall be applicable only with 
respect to taxable years beginning after December 31, 1950. The deter-
mination as to whether an organization is exempt under section 101 
of the Internal Revenue Code from taxation for any taxable year 
beginning before January 1, 1951, shall be made as if section 301 (b) 
of this Act had not been enacted and without inferences drawn from 
the fact that the amendment made by such section is not expressly made 
applicable with respect to taxable years beginning before January 
1, 1951.

Part II—Charitable, etc., Deductions of Trusts Not Exempt From 
Taxation

SEC. 321. CHARITABLE, ETC., DEDUCTIONS OF TRUSTS.
(a) Amendment  of  Section  162.—Section 162 is hereby amended 

by adding at the end thereof the following:
“(g) Rules  for  Appl icati on  of  Subse ction  (a) in  the  Case  of  

Trust s .—
“ (1) Trade  or  busine ss  incom e .—In computing the deduction 

allowable under subsection (a) to a trust for any taxable year 
beginning after December 31, 1950, no amount otherwise allow-
able under subsection (a) as a deduction shall be allowed as a 
deduction with respect to income of the taxable year which is 
allocable to its Supplement U business income for such year. As 
used in this paragraph the term ‘Supplement U business income’ 
means an amount equal to the amount which, if such trusts were 
exempt under section 101 (6) from taxation, would be computed 
as its unrelated business net income under section 422 (relating 
to income derived from certain business activities and from certain 
leases).
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“(2) Oper ations  of  Trusts .—

“(A) Limi tati on  on  charita ble , etc ., deduction .—The 
amount otherwise allowable under subsection (a) as a deduc-
tion shall not exceed 15 per centum of the net income of the 
trust (computed without the benefit of subsection (a)) if the 
trust has engaged in a prohibited transaction, as defined in 
subparagraph (B) of this paragraph.

“(B) Prohibited  trans action s .—For the purposes of this 
paragraph the term ‘prohibited transaction’ means any trans-
action after July 1, 1950, in which any trust while holding 
income or corpus which has been permanently set aside or is 
to be used exclusively for charitable or other purposes 
described in subsection (a)—

“(i) lends any part of such income or corpus, without 
receipt of adequate security and a reasonable rate of 
interest, to;

“(ii) pays any compensation from such income or 
corpus, in excess of a reasonable allowance for salaries 
or other compensation for personal services actually 
rendered, to;

“(iii) makes any part of its services available on a 
preferential basis to;

“(iv) uses such income or corpus to make any sub-
stantial purchase of securities or any other property, 
for more than an adequate consideration in money or 
money’s worth, from;

“(v) sells any substantial part of the securities or 
other property comprising such income or corpus, for 
less than an adequate consideration in money or money’s 
worth, to; or

“(vi) engages in any other transaction which results 
in a substantial diversion of such income or corpus to; 

the creator of such trust; any person who has made a substan-
tial contribution to such trust; a member of the family (as 
defined in section 24 (b) (2) (D)) of an individual who is 
the creator of the trust or who has made a substantial con-
tribution to the trust; or a corporation controlled by any such 
creator or person through the ownership, directly or indi-
rectly, of 50 per centum or more of the total combined voting 
power of all classes of stock entitled to vote or 50 per centum 
or more of the total value of shares of all classes of stock of 
the corporation.

“(C) Taxable  years  aff ecte d .—The amount otherwise 
allowable under subsection (a) as a deduction shall be limited 
as provided in subparagraph (A) only for taxable years sub-
sequent to the taxable year during which the trust is notified 
by the Secretary that it has engaged in such transaction, 
unless such trust entered into such prohibited transaction 
with the purpose of diverting such corpus or income from 
the purposes described in subsection (a), and such transaction 
involved a substantial part of such corpus or income.

“(D) Future  charita ble , etc ., deduc tions  of  trusts  
DENIED DEDUCTION UNDER SUBPARAGRAPH (C).—If the deduc-
tion of any trust under subsection (a) has been limited as 
provided in this paragraph, such trust, with respect to any 
taxable year following the taxable year in which notice is 
received of limitation of deduction under subsection (a), 
may, under regulations prescribed by the Secretary, file 
claim for the allowance of the unlimited deduction under
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subsection (a), and if the Secretary, pursuant to such regu-
lations, is satisfied that such trust will not knowingly again 
engage in a prohibited transaction, the limitation provided 
in subparagraph (A) shall not be applicable with respect 
to taxable years subsequent to the year in which such claim 
is filed.

“(E) Disallowanc e of  certai n  charitable , etc ., deduc -
tions .—No gift or bequest for religious, charitable, scientific, 
literary, or educational purposes (including the encourage-
ment of art and the prevention of cruelty to children or 
animals), otherwise allowable as a deduction under section 
23 (o) (2), 23 (q) (2), 162 (a), 505 (a) (2), 812 (d), 861
(a) (3), 1004 (a) (2) (B), or 1004 (b) (2) or (3), shall be 
allowed as a deduction if made in trust and, in the taxable 
year of the trust in which the gift or bequest is made, the 
deduction allowed the trust under subsection (a) is limited by 
subparagraph (A). With respect to any taxable year of 
a trust in which such deduction has been so limited by 
reason of entering into a prohibited transaction with the 
purpose of diverting such corpus or income from the pur-
poses described in subsection (a), and such transaction 
involved a substantial part of such income or corpus, and 
which taxable year is the same, or prior to the, taxable year 
of the trust in which such prohibited transaction occurred, 
such deduction shall be disallowed the donor only if such 
donor or (if such donor is an individual) any member of 
his family (as defined in section 24 (b) (2) (D)) was a party 
to such prohibited transaction.

“(F) Defin itio n .—For the purposes of this paragraph the 
term ‘gift or bequest’ means any gift, contribution, bequest, 
devise, legacy, or transfer.

“ (3) Cross  refe rence .—For disallowance of certain charitable, 
etc., deductions otherwise allowable under subsection (a), see 
section 3813.

“(4) Accumu lated  inc ome .—If the amounts permanently set 
aside, or to be used exclusively, for the charitable and other pur-
poses described in subsection (a) during the taxable year or any 
prior taxable year and not actually paid out by the end of the 
taxable year—

“(A) are unreasonable in amount or duration in order to 
carry out such purposes of the trust; or

“(B) are used to a substantial degree for purposes other 
than those described in subsection (a); or

“(C) are invested in such a manner as to jeopardize the 
interests of the religious, charitable, scientific, etc., bene-
ficiaries,

the amount otherwise allowable under subsection (a) as a deduc-
tion shall be limited to the amount actually paid out during the 
taxable year and shall not exceed 15 per centum of the net income 
of the trust (computed without the benefit of subsection (a)).”

(b) Techni cal  Amendment .—Section 162 (a) is hereby amended 
by striking out “There shall be allowed as a deduction” and inserting 
in lieu thereof “Subject to the provisions of subsection (g), there shall 
be allowed as a deduction”.
SEC. 322. EFFECTIVE DATE OF PART II.

The amendments made by this part shall be applicable only with 
respect to taxable years beginning after December 31, 1950, except that 
subsection (g) (2) (E) of section 162 of the Internal Revenue Code, 
added by section 321 (a) of this Act, shall apply only with respect to
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gifts or bequests (as defined in section 162 (g) (2) (F) of the Internal 
Revenue Code) made on or after January 1, 1951.

Part III—Loss of Exemption Under Section 101 (6) and Disallow-
ance of Certain Gifts and Bequests

SEC. 331. EXEMPTION OF CERTAIN ORGANIZATIONS UNDER SECTION 
101 (6) AND DEDUCTIBILITY OF CONTRIBUTIONS MADE TO 
SUCH ORGANIZATIONS.

Chapter 38 is hereby amended by inserting at the end thereof the 
following new sections:
“SEC. 3813. REQUIREMENTS FOR EXEMPTION OF CERTAIN OR-

GANIZATIONS UNDER SECTION 101 (6) AND FOR DE-
DUCTIBILITY OF CONTRIBUTIONS MADE TO SUCH 
ORGANIZATIONS.

“(a) Organizati ons  to  Which  Section  Applies .—This section 
shall apply to any organization described in section 101 (6) except— 

“(1) a religious organization (other than a trust);
“(2) an educational organization which normally maintains a 

regular faculty and curriculum and normally has a regularly 
enrolled body of pupils or students in attendance at the place 
where its educational activities are regularly carried on;

“(3) an organization which normally receives a substantial 
part of its support (exclusive of income received in the exercise 
or performance by such organization of its charitable, educa-
tional, or other purpose or function constituting the basis for its 
exemption under section 101 (6)) from the United States or any 
State or political subdivision thereof or from direct or indirect 
contributions from the general public;

“(4) an organization which is operated, supervised, controlled, 
or principally supported by a religious organization (other than a 
trust) which is itself not subject to the provisions of this section; 
and

“(5) an organization the principal purposes or functions of 
which are the providing of medical or hospital care or medical 
education or medical research.

“(b) Prohibite d  Transa ctions .—For the purposes of this section, 
the term ‘prohibited transaction’ means any transaction in which an 
organization subject to the provisions of this section—

“(1) lends any part of its income or corpus, without the receipt 
of adequate security and a reasonable rate of interest, to;

“(2) pays any compensation, in excess of a reasonable allow-
ance for salaries or other compensation for personal services 
actually rendered, to;

“(3) makes any part of its services available on a preferential 
basis to;

“(4) makes any substantial purchase of securities or any other 
property, for more than adequate consideration in money or 
money’s worth, from;

“ (5) sells any substantial part of its securities or other property, 
for less than an adequate consideration in money or money’s 
worth, to; or

“(6) engages in any other transaction which results in a sub-
stantial diversion of its income or corpus to;

the creator of such organization (if a trust) ; a person who has made 
a substantial contribution to such organization; a member of the 
family (as defined in section 24 (b) (2) (D)) of an individual who 
is the creator of such trust or who has made a substantial contribution 
to such organization; or a corporation controlled by such creator or 

Ante, p. 956.

Post, p. 959.

53 Stat. 467.
26 IT. S. C. § § 3790- 

3808; Sup. III, § 3792 
et seq.

Ante, pp. 543, 544, 
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Post, p. 959.
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53 Stat. 17.
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Post, p. 959.
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person through the ownership, directly or indirectly, of 50 per centum 
or more of the total combined voting power of all classes of stock 
entitled to vote or 50 per centum or more of the total value of shares 
of all classes of stock of the corporation.

“(c) Denial  of  Exempti on  to  Organizations  Engag ed  in  Pro -
hibi ted  Transacti ons .—

“ (1) General  rule .—No organization subject to the provisions 
of this section which has engaged in a prohibited transaction after 
July 1, 1950, shall be exempt from taxation under section 101 (6).

“ (2) Taxable  years  affected .—An organization shall be denied 
exemption from taxation under section 101 (6) by reason of para-
graph (1) only for taxable years subsequent to the taxable year 
during which it is notified by the Secretary that it has engaged 
in a prohibited transaction, unless such organization entered into 
such prohibited transaction with the purpose of diverting corpus 
or income of the organization from its exempt purposes, and such 
transaction involved a substantial part of the corpus or income 
of such organization.

“(d) Future  Statu s  of  Organizat ion  Denied  Exempt ion .—Any 
organization denied exemption under section 101 (6) by reason of 
the provisions of subsection (c), with respect to any taxable year 
following the taxable year in which notice of denial of exemption 
was received, may, under regulations prescribed by the Secretary, file 
claim for exemption, and if the Secretary, pursuant to such regulations, 
is satisfied that such organization will not knowingly again engage 
in a prohibited transaction, such organization shall be exempt with 
respect to taxable years subsequent to the year in which such claim is 
filed.

“(e) Disal lowa nce  of  Certa in  Charitab le , Etc ., Deductions .— 
No gift or bequest for religious, charitable, scientific, literary, or educa-
tional purposes (including the encouragement of art and the preven-
tion of cruelty to children or animals), otherwise allowable as a 
deduction under section 23 (o) (2), 23 (q) (2), 162 (a), 505 (a) (2), 
812 (d), 861 (a) (3), 1004 (a) (2) (B), or 1004 (b) (2) or (3), shall 
be allowed as a deduction if made to an organization which, in the 
taxable year of the organization in which the gift or bequest is made, 
is not exempt under section 101 (6) by reason of the provisions of this 
section. With respect to any taxable year of the organization for 
which the organization is not exempt pursuant to the provisions of 
subsection (c) by reason of having engaged in a prohibited trans-
action with the purpose of diverting the corpus or income of such 
organization from its exempt purposes and such transaction involved 
a substantial part of such corpus or income, and which taxable year 
is the same, or prior to the, taxable year of the organization in which 
such transaction occurred, such deduction shall be disallowed the 
donor only if such donor or (if such donor is an individual) any 
member of his family (as defined in section 24 (b) (2) (D)) was a 
party to such prohibited transaction.

“(f) Defini tion .—For the purposes of this section, the term ‘gift 
or bequest’ means any gift, contribution, bequest, devise, legacy, or 
transfer.
“SEC. 3814. DENIAL OF EXEMPTION UNDER SECTION 101 (6) IN THE 

CASE OF CERTAIN ORGANIZATIONS ACCUMULATING 
INCOME.

“In the case of any organization described in section 101 (6) to 
which section 3813 is applicable, if the amounts accumulated out of 
income during the taxable year or any prior taxable year and not 
actually paid out by the end of the taxable year—
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“(1) are unreasonable in amount or duration in order to carry 

out the charitable, educational, or other purpose or function con-
stituting the basis for such organization’s exemption under section 
101 (6) ; or

“ (2) are used to a substantial degree for purposes or functions 
other than those constituting the basis for such organization’s 
exemption under section 101 (6); or

“(3) are invested in such a manner as to jeopardize the 
carrying out of the charitable, educational, or other purpose or 
function constituting the basis for such organization’s exemp-
tion under section 101 (6),

exemption under section 101 (6) shall be denied for the taxable year.” 
SEC. 332. TECHNICAL AMENDMENTS.

(a) Amendm ent  of  Section  23 (o).—Section 23 (o) (2) is hereby 
amended by striking out “legislation;” and inserting in lieu thereof 
the following: “legislation. For disallowance of certain charitable, 
etc., deductions otherwise allowable under this paragraph, see sections 
3813 and 162 (g) (2)

(b) Amend ment  of  Secti on  23 (q).—Section 23 (q) (2) is hereby 
amended by striking out “legislation; or” and inserting in lieu thereof 
the following: “legislation. For disallowance of certain charitable, 
etc., deductions otherwise allowable under this paragraph, see sections 
3813 and 162 (g) (2) ; or”.

(c) Amendm ent  of  Section  101 (6).—Section 101 (6) is hereby 
amended by striking out “legislation;” and inserting in lieu thereof 
the following: “legislation. For loss of exemption under certain 
circumstances, see sections 3813 and 3814;”.

(d) Amendme nt  of  Section  505 (a).—Section 505 (a) (2) is hereby 
amended by adding at the end thereof the following: “For disallow-
ance of certain charitable, etc., deductions otherwise allowable under 
this paragraph, see sections 3813 and 162 (g) (2).”

(e) Amendm ent  of  Section  812 (d).—Section 812 (d) is hereby 
amended by adding at the end thereof the following: “For disallow-
ance of certain charitable, etc., deductions otherwise allowable under 
this subsection, see sections 3813 and 162 (g) (2).”

(f) Amend ment  of  Section  861 (a).—Section 861 (a) (3) is hereby 
amended by adding at the end thereof the following: “For disallow-
ance of certain charitable, etc., deductions otherwise allowable under 
this paragraph, see sections 3813 and 162 (g) (2).”

(g) Amendm ent  of  Section  1004 (a).—Section 1004 (a) (2) (B) 
is hereby amended by striking out “legislation;” and inserting in lieu 
thereof the following: “legislation. For disallowance of certain 
charitable, etc., deductions otherwise allowable under this subpara-
graph, see sections 3813 and 162 (g) (2) ;”.

(h) Amendm ent  of  Section  1004 (b).—Section 1004 (b) is hereby 
amended by adding at the end thereof the following new paragraph:

“For disallowance of certain charitable, etc., deductions otherwise 
allowable under paragraphs (2) and (3), see sections 3813 and 162 
(g) (2)-”
SEC. 333. EFFECTIVE DATES.

Subsections (c) and (d) of section 3813 and section 3814 of the 
Internal Revenue Code, added by section 331 of this Act, shall apply 
with respect to taxable years beginning after December 31, 1950, and 
subsection (e) of section 3813 of the Internal Revenue Code shall apply 
only with respect to gifts or bequests (as defined in section 3813 of the 
Internal Revenue Code) made on or after January 1, 1951.

Infra.

Infra.

53 Stat. 14.
26 U. S. C. § 23 (o)

(2); Sup. III, § 23(o)

Ante, pp. 957, 955.
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26 U. S. C., Sup. III, 

§ 23 (q) (2).

Ante, pp. 957, 955.
53 Stat. 33.
26 U. S. C. § 101 (6).
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Ante, pp. 957, 955.
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Part IV—Information To Be Made Available to the Public
SEC. 341. INFORMATION TO BE MADE AVAILABLE TO THE PUBLIC.

(a) Informat ion  With  Resp ect  to  Certa in  Chari table , Etc ., 
Exempt ions  and  Deducti ons .—Supplement D of chapter 1 (relating 
to returns and payment of tax) is hereby amended by adding at the 
end thereof the following new section:
“SEC. 153. INFORMATION REQUIRED FROM CERTAIN TAX-EXEMPT 

ORGANIZATIONS AND CERTAIN TRUSTS.
“(a) Certai n  Tax -Exempt  Organizations .—Every organization 

described in section 101 (6) which is subject to the requirements of 
section 54 (f) shall furnish annually information, at such time and in 
such manner as the Secretary may by regulations prescribe, setting 
forth—

“(1) its gross income for the year,
“(2) its expenses attributable to such income and incurred 

within the year,
“(3) its disbursements out of income within the year for the 

purposes for which it is exempt,
“(4) its accumulation of income within the year,
“(5) its aggregate accumulations of income at the beginning 

of the year,
“ (6) its disbursements out of principal in the current and prior 

years for the purposes for which it is exempt, and
“(7) a balance sheet showing its assets, liabilities and net 

worth as of the beginning of such year.
“(b) Trus ts  Claim ing  Charit able , Etc ., Deductions  Under  Sec -

tion  162 (a).—Every trust claiming a charitable, etc., deduction under 
section 162 (a) for the taxable year shall furnish information with 
respect to such taxable year, at such time and in such manner as the 
Secretary may by regulations prescribe, setting forth—

“(1) the amount of the charitable, etc., deduction taken under 
section 162 (a) within such year (showing separately the amount 
of such deduction which was paid out and the amount which was 
permanently set aside for charitable, etc., purposes during such 
year),

“(2) the amount paid out within such year which represents 
amounts for which charitable, etc., deductions under section 162
(a) have been taken in prior years,

“(3) the amount for which charitable, etc., deductions have 
been taken in prior years but which has not been paid out at the 
beginning of such year,

“ (4) the amount paid out of principal in the current and prior 
years for charitable, etc., purposes,

“(5) the total income of the trust within such year and the 
expenses attributable thereto, and

“(6) a balance sheet showing the assets, liabilities, and net 
worth of the trust as of the beginning of such year.

“(c) Information  Availab le  to  the  Public .—The information 
required to be furnished by subsections (a) and (b), together with the 
names and addresses of such organizations and trusts, shall be made 
available to the public at such times and in such places as the Secretary 
may prescribe.

“(d) Penalties .—In the case of a willful failure to furnish the 
information required under this section, the penalties provided in 
section 145 (a) shall be applicable.”

(b) Eff ecti ve  Date .—The amendment made by this section shall 
be applicable with respect to taxable years beginning after December 
31, 1949.
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TITLE IV—INCOME TAXES OF LIFE INSURANCE 

COMPANIES
SEC. 401. CORRECTION OF FORMULA USED IN COMPUTING INCOME 

TAXES OF LIFE INSURANCE COMPANIES FOR 1949 AND 
1950.

(a) Reserve  and  Other  Polic y  Liabi lity  Credit .—The second sen-
tence of section 202 (b) (relating to definition of reserve and other 
policy liability credit) is hereby amended to read as follows: “This 
figure shall be based on such data with respect to life insurance com-
panies for the preceding taxable year as the Secretary considers 
representative and shall be computed as follows:

“(1) In  general .—Except as provided in paragraph (2), the 
figure shall be computed in accordance with the following 
formula: The ratio which a numerator comprised of the aggre-
gate of the sums of (A) 2 per centum of the reserves for deferred 
dividends, (B) interest paid, and (C) the product of (i) the 
mean of the adjusted reserves at the beginning and end of the 
taxable year and (ii) the reserve earnings rate bears to a denomi-
nator comprised of the aggregate of the excess of net incomes 
computed without any deduction for tax-free interest, over the 
adjustment for certain reserves provided in subsection (c).

“(2) Speci al  rule  for  1949 and  1950.—In the case of the 
taxes imposed for a taxable year beginning in 1949 or 1950, the 
figure to be used for such year shall be computed as provided 
in paragraph (1) except that—

“(A) in computing the product required under clause 
(C) of paragraph (1), there shall be used, in lieu of the 
reserve earnings rate, the average rate of interest assumed 
in computing life insurance reserves. Such average rate 
shall be calculated in the manner provided in the second 
sentence of section 201 (c) (4); and

“(B) if the Secretary, in computing the ratio, finds that 
the net effect of including the data with respect to any life 
insurance company is to increase the numerator more than 
it increases the denominator, he shall limit the net change 
in the numerator resulting from such inclusion to the net 
change in the denominator resulting therefrom.”

(b) Technical  Amendment .—Section 203 (b) is hereby amended 
by striking out “figure” and inserting in lieu thereof “applicable 
figure”.

(c) Eff ecti ve  Date .—The amendments made by this section shall 
be applicable to taxable years beginning after December 31, 1948. The 
Secretary of the Treasury shall, within sixty days after the date of the 
enactment of this Act, determine and proclaim in accordance with the 
provisions of section 202 (b) of the Internal Revenue Code, as amended 
by this section, the figures to be used by life insurance companies in 
computing their reserve and other policy liability credits for taxable 
years beginning in 1949.
SEC. 402. FILING OF RETURNS FOR TAXABLE YEAR 1949.

Every life insurance company subject to the taxes imposed by sec-
tion 201 of the Internal Revenue Code shall, after the date of the 
Secretary’s proclamation required by section 401 (c) of this Act and 
on or before the 15th day of the third month following the close of the 
month in which this Act is enacted, make a return for its taxable year 
beginning in 1949 with respect to the taxes imposed by such section 
201 (determined with the amendments made by section 401 of this 
Act). The return required by this section for such taxable year shall

98352°—51—PT. i----- 61
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constitute the return for such taxable year for all purposes of the 
Internal Revenue Code; and no return for such taxable year, with 
respect to the taxes imposed by section 201 of such code, filed on or 
before the date of such proclamation shall be considered for any of 
such purposes as a return for such year. The taxes imposed by sec-
tion 201 of such code (determined with the amendments made by 
section 401 of this Act) for such taxable year shall be paid on the 15th 
day of the third month following the close of the month in which this 
Act is enacted, in lieu of at the time prescribed in section 56 (a) of 
such code. All payments with respect to the taxes for such taxable 
year imposed by section 201 of such code under the law in effect prior 
to the enactment of this Act, to the extent that such payments have 
not been credited or refunded, shall be deemed to be payments made 
at the time of the filing of the return required by this section on 
account of the taxes for that year determined with the amendments 
made by section 401 of this Act.

TITLE V—ESTATE TAX
SEC. 501. TRANSFERS IN CONTEMPLATION OF DEATH.

(a) Transf ers , Etc ., in  Contemp lati on  of  Death .—Section 811 
(relating to gross estate) is hereby amended by striking out “(1)” at 
the beginning of subsection (1) and inserting in lieu thereof “(m)”, 
and by inserting after subsection (k) the following new subsection:

“(1) Contemplati on  of  Death .—If the decedent within a period 
of three years ending with the date of his death (except in case of a 
bona fide sale for an adequate and full consideration in money or 
money’s worth) transferred an interest in property, relinquished a 
power, or exercised or released a power of appointment, such transfer, 
relinquishment, exercise, or release shall, unless shown to the contrary, 
be deemed to have been made in contemplation of death within the 
meaning of subsections (c), (d), and (f) ; but no such transfer, 
relinquishment, exercise, or release made prior to such three-year 
period shall be deemed or held to have been made in contemplation of 
death.”

(b) Amendments  of  Section  811 (c) and  (d).—
(1) Section 811 (c) (1) (A) (relating to transfers in con-

templation of death) is hereby amended to read as follows:
“(A) in contemplation of his death; or”.

(2) Section 811 (d) (relating to revocable transfers) is hereby 
amended by striking out paragraph (4) thereof.

(c) Eff ecti ve  Date .—The amendments made by this section shall 
be applicable only with respect to estates of decedents dying after the 
date of the enactment of this Act.
SEC. 502. REPEAL OF DEDUCTION FOR SUPPORT OF DEPENDENTS.

Effective with respect to estates of decedents dying after the date of 
the enactment of this Act, section 812 (b) (relating to deductions 
for expenses, etc.) is hereby amended—

(a) by inserting the word “and” at the end of paragraph (3) 
thereof;

(b) by striking out of paragraph (4) thereof the following: 
“and”;

(c) by striking out paragraph (5) thereof; and
(d) by striking out “(3), (4), and (5) exceed” and inserting in 

lieu thereof “(3), and (4) exceed”.
SEC. 503. REVERSIONARY INTERESTS IN CASE OF LIFE INSURANCE.

(a) Amendm ent  of  Section  404 (c) of  Reve nue  Act  of  1942.— 
Effective with respect to estates of decedents dying after October 21,
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1942, section 404 (c) of the Revenue Act of 1942 is hereby amended by 
adding at the end thereof the following: “For the purposes of the 
preceding sentence, the term ‘incident of ownership’ includes a rever-
sionary interest only if (1) at some time after January 10, 1941, the 
value of such reversionary interest exceeded 5 per centum of the value 
of the policy, and (2) the reversionary interest arose by the express 
terms of the policy or other instrument and not by operation of law. 
As used in this subsection, the term ‘reversionary interest’ includes a 
possibility that the policy, or the proceeds of the policy, (A) may 
return to the decedent or his estate, or (B) may be subject to a power 
of disposition by him. The value of a reversionary interest at any 
time shall be determined (without regard to the fact of the decedent’s 
death) by usual methods of valuation, including the use of tables of 
mortality and actuarial principles, pursuant to regulations prescribed 
by the Secretary. In determining the value of a possibility that the 
policy or proceeds thereof may be subject to a power of disposition by 
the decedent, such possibility shall be valued as if it were a possibility 
that such policy or proceeds may return to the decedent or his estate.”

(b) No Interest  on  Refun ds .—No interest shall be allowed or paid 
on any overpayment resulting from the application of subsection (a) 
with respect to any payment made prior to the date of the enactment 
of this Act.

TITLE VI—EXCISE TAXES

56 Stat. 945.
26 U. S. C.§ 811 note.

SEC. 601. SALES AT AUCTION.
Chapter 19 (relating to retailers’ excise taxes) is hereby amended 

by adding at the end thereof the following new section:
“SEC. 2412. AUCTION SALES OF JEWELRY AND FURS.

“(a) In  General .—For the purposes of sections 2400 and 2401 the 
term ‘articles sold at retail’ includes an article sold at retail by an 
auctioneer or other agent in the course of his business on behalf of (1) 
a person who is not engaged in the business of selling like articles, or 
(2) the legal representative of the estate of a decedent who was not 
engaged in the business of selling like articles. In the case of articles 
so sold, the auctioneer or other agent shall, for the purposes of section 
2403, be considered the ‘person who sells at retail’.

“(b) Exemp tion  of  $100 in  Case  of  Auction  Sale  at  Privat e  
Home .—

“(1) In the case of an auction sale held at the home of a person 
whose articles are being sold, any taxable article (as defined in 
paragraph (2)) of such person sold by the auctioneer shall be 
exempt from the tax imposed by section 2400 or 2401 except to the 
extent that the price for which such article is sold, when added 
to the sum of the sale prices of all other taxable articles of such 
person previously sold at the same auction, exceeds $100.

“(2) For the purposes of this subsection—
“(A) the term ‘taxable article’ means an article which, by 

reason of subsection (a) of this section and without regard to 
the exemption provided in paragraph (1), is taxable under 
section 2400 or 2401 when sold at auction; and

“(B) in the case of articles of a decedent sold on behalf of 
the legal representative of his estate, an auction sale held at 
the home of such decedent shall be considered as ‘held at the 
home of a person whose articles are being sold’.”

SEC. 602. RETAIL SALES BY UNITED STATES OR BY ITS AGENCIES OR 
INSTRUMENTALITIES.

Chapter 19 (relating to retailers’ excise taxes) is hereby amended 
by adding after section 2412 (added by section 601 of this Act) the 
following new section:

55 Stat. 718.
26 U. S. C. §§ 2400- 

2411; Sup. III, § 2401.

Supra.
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“SEC. 2413. SALES BY UNITED STATES, ETC.
“The taxes imposed by this chapter and by section 1651 shall apply 

with respect to articles sold at retail by the United States, or by any 
agency or instrumentality of the United States, unless sales by such 
agency or instrumentality are by statute specifically exempted from 
such taxes.”
SEC. 603. TAX ON COIN-OPERATED GAMING DEVICES.

(a) Increas e  in  Tax  on  Slot  Machin es .—Section 3267 (a) (relat-
ing to rate of tax) is hereby amended by striking out “$100” wherever 
appearing therein and inserting in lieu thereof “$150”.

(b) Effec tive  Date .—The amendment made by this section shall 
take effect on the first day of the first month which begins more than 
ten days after the date of enactment of this Act.
SEC. 604. FEDERAL AGENCIES OR INSTRUMENTALITIES.

Subchapter B of chapter 27 (relating to occupational taxes) is 
hereby amended by adding at the end thereof the following new 
section:
“SEC. 3283. FEDERAL AGENCIES OR INSTRUMENTALITIES.

“Any tax imposed by this chapter shall apply to any agency or 
instrumentality of the United States unless such agency or instrumen-
tality is granted by statute a specific exemption from such tax.”
SEC. 605. TELEVISION RECEIVING SETS.

(a) Imposit ion  of  Tax  on  Tele vision  Receivi ng  Set s .—So much 
of section 3404 (manufacturers’ excise tax on radio receiving sets) as 
precedes subsection (c) is hereby amended to read as follows:
“SEC. 3404. TAX ON RADIO RECEIVING SETS, TELEVISION RECEIVING 

SETS, PHONOGRAPHS, PHONOGRAPH RECORDS, AND 
MUSICAL INSTRUMENTS.

“There shall be imposed upon the following articles (including in 
each case, except in the case of musical instruments, parts or acces-
sories therefor sold on or in connection with the sale thereof) sold by 
the manufacturer, producer, or importer a tax equivalent to 10 per 
centum of the price for which sold:

“(a) Radio receiving sets, automobile radio receiving sets, tele-
vision receiving sets, automobile television receiving sets, phonographs, 
a,nd combinations of any of the foregoing.

“(b) Chassis, cabinets, tubes, speakers, amplifiers, power supply 
units, antennae of the ‘built-in’ type, and phonograph mechanisms, 
which are suitable for use on or in connection with, or as component 
parts of, any of the articles enumerated in subsection (a), whether or 
not primarily adapted for such use.”

(b) Credit  for  Tax  Paid  on  Automobile  Tele visi on  Recei ving  
Set s .—Section 3403 (e) is hereby amended to read as follows:

“(e) If tires, inner tubes, or automobile radio or television receiving 
sets on which tax has been imposed under this chapter are sold on or 
in connection with, or with the sale of, a chassis, body, or motorcycle, 
there shall (under regulations prescribed by the Secretary) be credited 
against the tax under this section an amount equal to, in the case of 
an article taxable under subsection (a), 5 per centum, and in the case 
of an article taxable under subsection (b), 7 per centum—

“(1) of the purchase price (less, in the case of tires, the part 
of such price attributable to the metal rim or rim base) if such 
tires or inner tubes were taxable under section 3400 (relating to 
tax on tires and inner tubes) or, in the case of automobile radio or 
television receiving sets, if such sets were taxable under section 
3404; or

53 Stat. 409.
26 U. S. C. 5 3400.
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“ (2) if such tires, inner tubes, or automobile radio or television 

receiving sets were taxable under section 3444 (relating to use 
by manufacturer, producer, or importer), then of the price (less, 
in the case of tires, the part of such price attributable to the 
metal rim or rim base) at which such or similar tires, inner tubes, 
or sets are sold, in the ordinary course of trade, by manufacturers, 
producers, or importers thereof, as determined by the Secretary.”

(c) Technical  Amend ment s .—
(1) The first sentence of section 3403 (c) is hereby amended by 

striking out “radios” and inserting in lieu thereof: “radio and 
television receiving sets”.

(2) The last sentence of section 3442 is hereby amended by 
striking out “automobile radios” and inserting in lieu thereof 
“automobile radio or television receiving sets”.

(3) Section 3443 (a) (1) and section 3444 (a) are amended 
by striking out “automobile radio” wherever appearing therein 
and inserting in lieu thereof “automobile radio or television 
receiving set”.

SEC. 606. IMPOSITION OF TAX ON QUICK-FREEZE UNITS.
So much of section 3405 (manufacturers’ excise tax on mechanical 

refrigerators and air-conditioning units) as precedes subsection (c) 
is hereby amended to read as follows:
“SEC. 3405. TAX ON MECHANICAL REFRIGERATORS, QUICK-FREEZE 

UNITS, AND SELF-CONTAINED AIR-CONDITIONING 
UNITS.

“There shall be imposed on the following articles (including in 
each case parts or accessories therefor sold on or in connection with 
the sale thereof) sold by the manufacturer, producer, or importer 
a tax equivalent to 10 per centum of the price for which so sold:

“(a) Refrige rators  and  Quick -Freez e Units .—Household type 
refrigerators (for single or multiple cabinet installations) having, 
or being primarily designed for use with, a mechanical refrigerating 
unit operated by electricity, gas, kerosene, or gasoline; household 
type units for the quick freezing or frozen storage of foods, operated 
by electricity, gas, kerosene, or gasoline; combinations of such house-
hold type refrigerators and units.

“(b) Refri gerating  and  Freezi ng  Apparatus .—-Cabinets, com-
pressors, condensers, condensing units, evaporators, expansion units, 
absorbers, and controls (hereinafter referred to as ‘refrigerator 
components’) for, or suitable for use as parts of or with, household 
type refrigerators or quick-freeze units of the kind described in sub-
section (a), except when sold as component parts of complete refrig-
erators, refrigerating or cooling apparatus, or quick-freeze units. 
Under regulations prescribed by the Secretary, the tax under this 
subsection shall not apply in the case of sales of any such refrigerator 
components by the manufacturer, producer, or importer to a manu-
facturer or producer of refrigerators, refrigerating or cooling appa-
ratus, or quick-freeze units. If any such refrigerator components are 
resold by such vendee otherwise than on or in connection with, or with 
the sale of, complete refrigerators, refrigerating or cooling apparatus, 
or quick-freeze units, manufactured or produced by such vendee, then 
for the purposes of this section the vendee shall be considered the 
manufacturer or producer of the refrigerator components so resold.” 
SEC. 607. TRANSPORTATION WHICH BEGINS AND ENDS WITHIN THE 

UNITED STATES.
(a) Trans port atio n  of  Persons .—

(1) Amendm ent  of  sect ion  3469 (a).—So much of section 
3469 (a) (relating to tax on transportation of persons) as pre-

53 Stat. 418.
26 U. S. C. § 3444.
Infra.

55 Stat. 712.
26 U.S. O. § 3403(e).

55 Stat. 721.
26 U. S. C. § 3442.

55 Stat. 721.
26 U. S. C. §§ 3443 

(a) (1), 3444 (a).

55 Stat. 713.
26 U. S. C. § 3405.

55 Stat. 721.
26 U.S.C., Sup. III, 

§ 3469 (a).
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56 Stat. 979.
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53 Stat. 229.
26 U.S.C. § 2103 (c).

56 Stat. 977.
26 U.S.C. § 2112 (c).

cedes “10 per centum of the amount so paid” is hereby amended to 
read as follows:

“(a) Transp ortatio n .—There shall be imposed—
“(1) upon the amount paid within the United States for the 

transportation of persons by rail, motor vehicle, water, or air 
within or without the United States, and

“(2) upon the amount paid without the United States for the 
transportation of persons by rail, motor vehicle, water, or air 
which begins and ends in the United States,

a tax equal to”.
(2) Seats , berths , etc .—Section 3469 (c) (relating to tax with 

respect to seating and sleeping accommodations) is hereby 
amended by striking out “within the United States”.

(3) Collection  of  tax .—So much of the second sentence of 
section 3469 (d) (relating to returns and payment of tax) as 
precedes “on or before the last day of each month” is hereby 
amended to read as follows: “Each person receiving any payment 
specified in subsection (a) or (c) shall collect the amount of the 
tax imposed from the person making such payment; except that, 
if the payment is made outside the United States for a prepaid 
order, exchange order, or similar order, the person furnishing the 
initial transportation pursuant to such order shall collect the 
amount of the tax. Any person required to collect the tax imposed 
by this section shall,”.

(b) Trans por tat ion  of  Prope rty .—The first sentence of section 
3475 (a) (relating to tax on transportation of property) is 
hereby amended to read as follows: “There shall be imposed upon 
the amount paid within or without the United States for the trans-
portation of property by rail, motor vehicle, water, or air from one 
point in the United States to another, a tax equal to 3 per centum of 
the amount so paid, except that, in the case of coal, the rate of tax 
shall be 4 cents per short ton.”

(c) Effe ctive  Date .—The amendments made by this section shall 
apply to amounts paid on or after the first day of the first month 
which begins more than ten days after the date of the enactment of 
this Act for transportation which begins on or after such first day.
SEC. 608. ALLOWING STAMPS TO BE ATTACHED IN FOREIGN 

COUNTRIES TO CERTAIN TOBACCO PRODUCTS.
(a) Tobacco  and  Snuff .—Section 2103 (c) (relating to supply of 

stamps) is hereby amended by adding at the end thereof the following 
new sentence: “If the government of a foreign country permits the 
revenue stamps of such country to be affixed in the United States to 
tobacco or snuff manufactured in the United States and imported into 
such foreign country, then, if tobacco or snuff manufactured in such 
foreign country is imported into the United States from such foreign 
country, the importer may, under such rules and regulations as the 
Secretary may prescribe, have the United States revenue stamps 
attached to such tobacco or snuff in such foreign country.”

(b) Cigar s .—The second sentence of section 2112 (c) (relating to 
attaching stamps to cigarettes in foreign countries) is hereby amended 
by striking out “cigarettes” wherever appearing therein and inserting 
in lieu thereof “cigars or cigarettes”.

(c) Effec tive  Date .—The amendments made by this section shall 
take effect on the first day of the first month which begins more than 
ten days after the date of the enactment of this Act.
SEC. 609. ARTICLES SOLD FOR USE OF AIRCRAFT ENGAGED IN 

FOREIGN TRADE.
Effective with respect to articles purchased (by the user thereof) on 

or after the first day of the first month which begins more than ten days
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after the date of the enactment of this Act, section 3443 (a) (3) (A) 
(ii) (relating to refunds in the case of articles used or resold for use 
as ships’ stores, etc.) is hereby amended to read as follows:

“(ii) used or resold for use for any of the purposes, 
but subject to the conditions, provided in section 3451;”.

SEC. 610. EFFECTIVE DATE OF SECTIONS 601, 602, 605, AND 606.
The amendments made by sections 601, 602, 605, and 606 shall be 

effective only with respect to articles sold on or after the first day of 
the first month which begins more than ten days after the date of the 
enactment of this Act. For the purposes of this section an article shall 
be considered as sold prior to such first day if possession thereto, or 
the right of possession thereto, passed to the purchaser before such 
first day.

TITLE VII—EXCESS PROFITS TAX
SEC. 701. EXCESS PROFITS TAX.

(a) The House Committee on Ways and Means and the Senate 
Committee on Finance are hereby directed to report to the respective 
Houses of Congress a bill for raising revenue by the levying, collec-
tion, and payment of corporate excess profits taxes with retroactive 
effect to October 1, or July 1, 1950, said bill to originate as required by 
article I, section 7, of the Constitution. Said bill shall be reported 
as early as practicable during the Eighty-first Congress after Novem-
ber 15, 1950, if the Congress is in session in 1950 after such date; and 
if the Congress is not in session in 1950 after November 15, 1950, said 
bill shall be reported during the first session of the Eighty-second 
Congress, and as early as practicable during said session.

(b) The Joint Committee on Internal Revenue Taxation, or any 
duly authorized subcommittee thereof, is hereby authorized and 
directed to make a full and complete study of the problems involved 
in the taxation of excess profits accruing to corporations as the result 
of the national defense program in which the United States is now 
engaged. The joint committee shall report the results of its study 
to the House Committee on Ways and Means and the Senate Com-
mittee on Finance as soon as practicable.

Approved September 23, 1950,3:15 p. m.

53 Stat. 417.
26 U. S. C., Sup. III, 

§ 3443 (a) (3) (A) (ii).

53 Stat. 419.
26 U. S. C. § 3451.

Reports.

1 Stat. 12.

Study.

[CHAPTER 995]
AN ACT

Relating to the construction of school facilities in areas affected by Federal 
activities, 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—SURVEYS AND STATE PLANS FOR SCHOOL 
CONSTRUCTION

AUTHORIZATION OF APPROPRIATION

Sec . 101. In order to assist the several States to inventory existing 
school facilities, to survey the need for the construction of additional 
facilities in relation to the distribution of school population, to develop 
State plans for school construction programs, and to study the ade-
quacy of State and local resources available to meet school facilities 
requirements, there is hereby authorized to be appropriated the sum 
of $3,000,000, to remain available until expended. The sums appro-
priated pursuant to this section shall be used for making payments to

September 23, 1950 
[S. 2317] 

[Public Law 815]

School facilities in 
areas affected by Fed-
eral activities.

Post, p. 1051.
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