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Plc:ast C~"'.le t: thE !'cllowtu to r .,trt. E. Pearce, 

tl11-.l City Bank "rsrcc, fAr is, .rr.. Sl-.£ ur-.:, ~Tatlo"'..a.l 

City"" .1nlc , lew Y'"r~ : 

:;; ~TE Vcr; truch .:.ntC'ntc1 JOUr co.blc rtla4o.! vc 4;o 

d!apoait l on ot trmch buslnt:!IS a:"' p 'l"IOnntl a."'lf ru:.l)" 

agru 1 p:-1 c1 1 b. t nc 1 1 u.• r cornt 1t.:.on aa to 

~Dctf!urt . St: 1 Wt acll 01mE1"3hlp ot 1'at1 n::~.l CltJ' Bank 

~nc- r •: •1 lattC" acll lt ae1c~a havt.ng 1:"' 1 l 

\-. tu a; d other coats aa well a:s • a 1t .... t1Nal rcla.tl ="-:J.p 
~ 

tmard cllmta whf ·ave t:rt:.'crrto:i At."ltr!.c&:'1 o~r.ncot'"'"'1 

.r.'U)"tr' a:-c not to uet m..r , ..... , ln &f\1' event . S·J.Otat cloat 

c r. JJ..&.tatl -,n Vana ... :1 . Wo~.:~~ .str· ns;ly p:rctc- aa.lc t., ... nr: 

" ur clo:scr ba.-.k tr1.o.l!s and 1 'lll c:u'"' t1".1t 

~.n &r>'f tYt"''.t no boar1 :-qJrtsrrt ,. 
bar.k prt:!'ls ca t, be c:maldcrc<! ::r ·tAra. <""• t . 
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or na•l ,.t 

.-reed ln· 

-2-

t, !1 to t'l.z stoek• 
but (a) •e •• ad.-1~ed. th.: t 
tt elnl~ at3 k <:~n • 1eh e 

badl7 eq1.:1 ;ted. wlth trlllS-.ort 
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Septe8ber 9t:b, 1940 

Jotn on t ~bh ceDOrandua 
c!2V !it tr;•;sr Ott 1212 

1. tn cor.neetlon wlt"'- London' a uplJ' to lfr. lorcenthau'a 
inquiry rtc rdtnc t:p.t.n, 1C ahouU be cote_, that London'• 
propo1 11 enYls 1• thl" toSe or non-Bpanlat. t nkcrs beeauae 
tht C"urrent eonr, :;.tton of' Spatn at the lntl or 63, 000 t.ona 
J:IU III'Jnth exceeds the e-~'"!l'ln~: c p:aeity or the Spantsh t cnker 
t~ .. t • ... l ... h h 42,~ toJU ~r rnnu .• 

~- '!'teo St t1 Ct'partwnt hue been k!'pt tullr lr!torzaed 
00 th!: questl~ t)f oil tor f!pdn ans or London'• proposala. 
The It te ""~rt2nt h&• u. reasr' no ot-Ject1or. to the u .. 
or con~ par. ish t nkrn end arto rrepare4 to ello• u. S. 
naa ••u la to 1o, rr~nldrd that n che t!" t. I!J. Gonrn· 
•nt ao• .un .nee th t tbrue 't'Uarb •lll cot be C!l't'C'rted 
lf:to cont:rc· porta. !tla, ~. D!nns that tbe7 
•Ul not 1 -:. rr. s. "' Ul'11 to co nleu t:--e7 are hlll7 
rot.Ytent ~. '!" r St. t L:ep rtMnt'a •h•s •ere a&de lmOW'D. 
to !.er.d.ora b. to eo the C'01'l't'Eraaf tons bttaeen lb'. lor& ntha• 
a~ Sir tr.drew l(nM" toot pl e. ~~ lt b po .. tl:ile that 
IJ' , llol'lf'f'lth: 'l E:I:J Ml t• JlW •e Of the Step ehlC'n haYe 
t-un tden. 

) , Sin·o th(' comcrntlons bet .. ~n lb'. »ore nth u nd 
r1r IMJ-e. A ~• . lb'. -urner ln I 1rH ha• t-een authorb~ 
to cree tb: t Sr-anb! at-=cll: .. at.ouH te rtxed at 160J' OOO 
tonJ, lnste ~ o! t }r"7 , ~'1Q tone ••l~h had pnvtoualy been 
t'o .oae . weYu, .:: _..£ anhh t• ;Jr ra will ttill W re• 

q't:lrt-4 to pl"OY1de !or ~crrrnt ~onau::; ttc: after tMa atock 
nel hu be n rea "led. l•porta •111 be 11att~ by ••n. 

o!' aaort-ert£ &o •• • 1!: • o Ira a..n to ~hl' •v••~ leYt-' , 
h:t \t.e • h ~~~ - tor t A llH OT 0.-6-;tu.lsh t llkc-ra 
rests l<f'On th.f" !.rltl .. h •1 • thr.t, ror .ttl~ rea.sor.s, 
lpeln eh uld h Ho.ed t !aport • a r •e whJc-b •Ul 
a.t t 1n t" tr atoek.s t flcur not uc~~td1~ l~,'lOO 
tees. 

4. It all.) 1- be r Uu th t t.b<'l Ueul r ; etrol~• 
tr dt a.t. 8 1-. 1 ... war)' . rc ly tn th huLs o:· lll"!rll:"&ll 
oil C!OIIp&r.lU e= th t • teY· 'las ar ,oer~1tte~ to 
,., torwa~, tb.e!l •111 be ah1~,. .., •1rllJ' by A•ntcAP co.
~t:..h•, r.l tt 1.1: re121on t t the's"' t=c:"tcan co:;.mtu 
lhou~· cs" ttu:l:- cnm weaae'•, wheth 1f!'T' the !":'. 8. or 
Otl-.tr flel"'. 

has no t nker t'e•t ~ , under •lailr:r 
rc>car,, to atocb nd C:W'rn1t comumpttor., 
~sar~ !'o:- the oil co~ntu to provide 

trade. 'fhe lbell CHpaDJ bu a poett• 
rill• or eour11• be aubJect to slld..lar 
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Tbl f~lorlq re lJ has DCnl beec recdn4 troa J.cmdon 
to .1r Andrn Acnn'• i~~!.rlu r 1 nt.lnc the 4(TJ .. t1oa. or oU 
rcr lpetn and PortU&a" : 

L le .acb c.p;reelate K: . llorcentJ:u!.\.1 1 belp 1fl thh •t';.er 
an.o1 bope ~ t ..n ex.,l ru Ucm o. tbe situation 1D Spain and 
Port.q 1 •.!11 ~ leate t~ ~ • baTe not been too hntent 1D 
the Mt'er ')f oH lllpp~t .. for \bue tountrl ... 

2' . Ir. !!'let, Iince- AuJlllt ht ae hau •Hl.lt:l nrJ 4r u tlc 
Mnur w cr control to 11 the 1aportl or the .. eountriu bJ 

~!!':!~~:n t:,~:!!:CS •t; :!1H .~~r~!!~~.~~~~ ~~~ ;::~~blob 
"! t ~• •• t .. n tb t ulllnu or t.uter1 carrJtn.c oll ror 
£ al 11nee Aucuat lit ban ~•n .. nrel:r eUJ"taUed &nd t~t, 
Snstead or tlM , r&• threa\en.d lnorean ln Spanbb stoeb ot 

~~! ;:n~ r~:::~ ::T:::;r.~!t~~=.:·~:.:; ::::·~r!:-n b)' 
217 , l:l tam on lo.cu.t lit to abo t 11!, , ~00 tons &.t the ~&ln· 
ntr.1 of Sept .. ber . It t. .. ttaated th t atocb 11lll t. furw 
ther r e~ t Octo·er 111. t.o U6,~ ton~ , unlen •• alleN 
tt e e ... hJ"da to .h.l '!"ter cD.e or aore ~ an1ab tanbr a. 

J;ain ,.:•" :::: ~ ~!:t n r t:;;. ~ 7 e~::~n!~·~:;-:!m~t-
tut. .... ,~ hUe ~ tk• ~:o 1Ult'rhn"lJ ect unleu ae em abow 
tn-t •• 1nter.d to l:oa su!t1~1 r.t bports tor Internal con
suptlon 1r~ E etr. . 
4. !be' ,,.tat. Fa1anc• ~artr are •orklnltD bri ne 8pa1n 
lnt:» t~e •• ,. ., Wt u.s . General Praneo 11 in r aTOW" or 
neutr 11ty bu.t tlle b&lanc·e h •tlll ratrlJ nee. We an 
l: the aore 4eter•1ned to prnent thr aceu .. latlon or 

stoet ... ln alr, but ho • to do so •l·hout prec l ;:ltatlnc 
a crl 1 'lln."aTc::T t-:e to ua . 

• L"l rt .. ~!' the e; •rert altuttur. e.t-o.=t £;:an11h 
Gll J~O('kt and :onau"'tlon, llr. t;arntr •u aent to Spain 
t ke Sr. lrl • on tAl spot. • • hal aattstl,.l! bias tr 
et: hath polnta b.ra noa b .. n auth r1:u4 to cone-lade an 
acre nt •lth tbe - ·.nlardt under •hi h their otl atockl 
•Sll be ftud at 16-,C tons (1 .. 1tead of the tt&ure or 
lr, t nt reY1caa.i.J .ent 'on~ of a!l product , •tth 
l:>eda 1 11& tattoru11 tor ~· brlcat!ftl olll .m uletlon 
• 1r1t, t'zlAer tbe r .. trlctlons l• out'! t. tbeSpanlsb 

O:~;~!n oi, t 6) , ~~; i~:":o~~~r.~n ~~~ln .:~11p~~:;! :ni:r su .. ~!; o~n~~:!'k:t~·:~e~:~!' r:~r-:~1:!!:~~fon. 
11at Bp6r.Uh authorttlu ar• un•11Hn( at , r11ent to 
re~n the reatrlct!ont on the uae of' 1 1011ne , O•inl 
to & lhortece or roreicn UCh.lfll'e • 

6, Our orictna• ln.ten~lon bad ~Jetn to ru atocb at 
t-eo .:mttu1 su;-?1J but (aJ •• are adYlse~ tbat BO, OOO 
tees •OU14 be the 111Dlna atoet o· wh t eb a count17 •• 

!:L :!.::_~1{. e:~~~~:/:~ho;!:~:c;r\~ tb)~ 
llt.pt conceu!on wu necus "'· ~ was cont14ered 

wort" I 
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•orth ~hilt ~ order to reac an craea r.t . Tllererore , 
thE' fis.are Of 160, ) I )IlS W S de"tded UpOl! ~, a.ona:st 
)th r c-,Mttions , • are reqJirilll es21ur nces t"la• no oil 
tmprted through D\:r control!~ he 11 lp lied tor use by enemy 
e1v111 n trcr ft . 

7. Im;,orts into Spain .. 111 ~ l111lited by ..,ans or 
navi.:e::-ts 10 s to k ~P stock figures 4!Mn to the o.1reed 
leYel. 1'e are seth!ied that this ltYe1 wUl n(llt allow 
P -ex~rt to Oe• :any ::! any ir-ortUlt qwmttty of oil 
without cat::~tnc a aer4 ous s~ortase &.Ill! disloc2tion in 
S"'ain m .. •• will, or co":...r::o , watc'l clos ly tor any breach 
o! the & ;Janish C Ja•ar.tee 'lOt to re--tx ;Qr't . 

R,. 'flit~ rer;ard to Portucal, eteiled C!iseusatons 
regar<!1ng Ulf\Ort• or oil 1nto ~ ortucal will be undert 'K ;-o 

by Kr. TUJ"Tler 1n "ilbon 1Len he has fir:~ she~ his '1eco
t1attons 1!'1 I.Udrid . r.e IJTOf)OSe . s in th .. ,,. or Sp&it:, 
to lim1t l~orts tn eurre reql-ir~mer..ts rnd to fl'lx t ck 
a• resson.sUy lo• !Jgur (th present stocU: in '>c..,.t~ 
areo proY!I1..,na"y estt.m:ated not to exre d. two or three 
months' Sl.:r 11). In Y1 w ot' the !r1endl7 rPlat1ons between 
Great I.:r1'" in and '>ortuga.i and s Portugal ts likel7 to 
co-c er •e " r -:- •- she ean be CiY n allitary sup~ort , 
our lltt1tW -ulj be to treat her no 1110re- stringently 
than Spain , )./ectal y the quantitie-s or oP 1nYolvet1 
ln her cas a•e cc p-rllttvcly sma 1. 

PE :liS 
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]. lD C'onDUUOII dtb ..ond~ 1 1 re 1 to lr , loi'C t!:a 1 1 
~t:1'7 r I ~~DI ~ a.l • It ICO'CU M DOt~ \h.: t ~te1 1 
f'O"''Ia la m•h 1 th at or DOll.-"''U~.• a t men We :....• 

Qe e""JHOt oom Uon of aln 11t tb• ln or t), ~ toDa 
.,. 'Dt~ eac .. 4a \b c 1'1710& c •ttJ of tbe l;u&lab t nbr 

neat , wt.il b. .. 4 • :1 t.cma J ,. EO:t.!l . 

!.; Ua c!::,~!a"o [ofr'~:;:a:~~~:·a~:r'Lo~ ~}!',:!'!~. 
tho It ta ... ,.:rt•nt bn -• ru .. d no o'tJ cuoa t.o th• c .. 
or non-Z.,achb t r.kera &nd '" 11np&1'1d to allo• o. f. 
f1 1 ...... 11 ~ co, pro•lded ttt:.t n ctn t!ao "" . I . Oonrn
~~ent ~ un:r.uac• tb t tbt,. ••at•b •1 l Mt N 41• rtltd. 
t:to ext.!"al oertt. 't'" .• u, ~. •r.n. til t th"J 
Will Mt allow t'. I , 'I' U '!1 h 10 .UII t 1 U'l full.J 
U'I'!Cif'\ • • Ct \1 p.LrtHat•a Y11•1 ••r• a ell kDOC 
t l.oDdoa. btfore tho COIIYIJ'a&UOIU Mt " II'. 101'1 DU&'J 
aDil llr J..~r•• qn too) '• DIS tt 1 ~utble t!::lt 
11' , laoJ'Ie::t ... v a: not bt •••r• of tAe au h" h::.ft 
h t ~ .. 

), 81DI!I t It- D'I'UIIt~ n.t kt .. 0 If, 1'1 nth Dil 
c·r ~ .. '' , 1:7. 6 nn 1 1 dr16 h .. IN • tbot't,.4 
to rre• tb t 1 anlt noc1l a!lCf;;.;l4 be ttu4 at 16 • m 
t1'0 '• ,!;~t• 4 :!.-!.t:;:r" !!~ t- tc\: ~ 1~ !~Uilt_ ~·~ 
":11Hd to "~'~ ..,.u,, !Of' ew•ent rora"tm:o·Uoa att r thta Jtoct 
..,.,. IIU ~ :::~. r• :~. h::!Ort• ~u be lhSte41 ~ • M 

&t Dirt Ut!i I &I 0 )e Jt?Ctk!l 0 \o t}V (1' od le•n 

llat ~ ~lc acta u r tiM UN o!' DOD,..pctab 1. al:en 
r .. tl t; _. t.twt trlttab wt • Uu.c , tor ;>O.tue l r .aa, 
I llL aboule M all#td \o S.a ;art t r t W'btcb •tll 
~1 t t.; C. tr atoets t 'Uur aot uct~tnc 16 , ?JO ..... 

!. ~rtua baa DO t er t1 t. .nd 1 :adu t nu 
• • c ft 1. • ltl"' to at.oc41s DC. cwr nt eons tlOil , 
It 11. boo AM 1 r7 tor tb oil co;-elta ,., rcn-He 
tankers tor t. 11 tradt. .~. .e lhall"'o tJ.1 bu ,011t:~m 

h ortq · tNt 1 1, c cov , ~ wbl et to sl•U r 
nl\rletlont. 
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Jr.>- 10, 11140 

., 4ur .,., Pre11dMI" 

'ftw a't1.aUOII -llfatlla'illl'! 1114111V7 boa 
tu.ftim-4 •• ea.ob .aa\h1 oa • atr1o&l7 oontl• 
4taUa1 boalo, U.. -.. of a:rplo;reto 1a -
1 !Urtc!al fartoi'J• Ill ar;~\ wUh - lt 
t ;at I will 110\ ollooo 'Oelt fl«!!NI \o &lQ1Io4l 
tsotJt tilt ,.,...l...,t of tht Oa1te4 ltatto, 

- .. r, t.'w lftCIJ'tatl 1• t!>t ..-of 
tllp1o;retl 11 to ,_...sl .. \hilt t tholll'.bt JDOI 
llil!l>t .,., to 11tt U an<1 110\hiftll ln rq _, 
nth t.'w ln411tt1'F --:~e kltp ,._ rro. l!lrtrw .. , 
tho total fl!W'II 111'101ftd, 

tonu..,
1 ~~ ~-= :.~1: ==.1=: ;:,; 

o«~tt nuabeP of np1o;reoo-. 31 , eDO; 1ft 
~.:~b.~~· 1\ _, IID,4001 anol ln ....,.,ot, 

Tblo oo- to .. to \tU \bot t\oi'J of 
thoo powUl 1n thoo &YlaUon 1-1'7 better -
•111 ~· that haw 7tt - to rq atttn\loa. 

fho Pruldtn\, 

fhl :.1\a Roau. 

t........,. 

'lllllft 11-17. 

...- t~-·~-



CONF~~Ei -. IAL 

M7 4oar .... Pr .. l4ell\l 

l'ht &'t'laUa .a~atae~rw: 1aft•V7 Ma 
tlaJoallbed •• 1Mb IIOQtl:, n a ell"le1:1J ~lltl• 
4ooU&l ll&olo, \lw- or e!OloJOoo la
loUrt~ , .. ,...,. MJ _,nth ,_lo 
"'"' I lflll ao' - t.""•• ~ 'o OJI1I>o«l ••OOJ>' \lw Pro114oDt or tho Vftl- lht.o. 

llowftl"', t» 1ft.OH&II S.a t.be a118ber cat 
ooploJOOo lo eo l_..lllft t!M' I ~w;bt,.... 
alpt _, 'o uo n an4 ao'h1ftC 1n wq -·' 
•Uh \lw laduo~ .-14 koop , .. ,..,_ CIY11111: ou' 
tho tot.l. f1P1'9o l'""'ln4. 

I WOQ14 lUo to 4..- JOUP porUoalU' .,. 
tenUon to t.he teo\ \Mit ln ~ .... ,., 1138, CM 
ac·~t.- ru&abi11' ot e~l07111 _. _,1, !00; 1n 

~::e-:Jb.~~· u -· 85,400, &n4 lft Alll!u•'· 
Thh ooou to • 'o toll u.o •to17 or 

the CI'O'W'b 1• the a't'latlon 1adut!7 'better 'l2lu 
&Q' ftc11N• tbat baft ''' eo=- to Ill atMeUoo. 

fhe Pl"el14eftt 1 

the Wb1 te Bo11a1. 

'ICIUl"l ll DOU"':lJ • . ._, .. ___.. .. 

...,_ 

144 



CO NFI ENTIAL 

llep-1' 10, lMO 

.,_,..,., Preel""''' 

the aYlau .. -t·•-IIR 1ahdl'7 11ae f'llrlll- Dl 1Mb-· Ga A l-atl7 -ri
-ual 11ae11, - .- at ~,. •• 111 GMII 
la.Un&W. taoiOl'J. I(J -• wUII -1• 
\bat 1 wlll ""'-~ .. ft«m'e• .. ....,... 
·-• \be Preo1""'' or ~ Onl- ""-· 

-'""• ll» lJicnolaM 1n tbo- of 
·~ 1o eo ~ .. 1.,. \bet 1 _,., ,... 
111«1>\ _,, \o - 1\ and 110UI11111 111 :rq -' 
Yl\11 lbo 1114D0\17 -al4 IIHP 7"" h'aa &1~ -
"'' to\el nl'll"• 1....,1.,.4. 

tenu ... 
1 :':~ ;~.,: ~~ ~1~;:; 

~"-of _1.,...- :n,IIOOJ Ill 
=:-Jh,~~· 1\ ,.. 011,400, - 1D AIII!U'o 

Tlllo ••- to 110 to teU - o\017 ttl 
lbo -"' 1n \be .,..uon s.-..,. ben. -
..., f11;11rel \b&\ - ,., - to .. ··

%11Ul'el1~ • 

....... , ......... Jr. 
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s.oret.rr lore- \hall 

lr. laao 

ST I TLY c 

COJUIDDTUL 

ltpt • l> ... ' · 19'0. 

.llbJto\1 r .,l•T•n' ta tbl A'flatl.,• k •taot\I.J'l"' ID4G•trr 

1. C.lOTWftt te tbt art.atto11111 •rrut•otv,.t.-, ,_.,..,.,.,. bee 11'
,,...., b7 '"""":rt••tolJ' TO fill',...,., t\Mo tbe •• f'f latt ,..,.. 
ta ••••' tct40, _.ataoW,..rt ot al'""'tout o.,l.,.d IJ, IOO t••'.,., wofttra ..a11 -....r.ot._..,.,.. fll al.,l•nt -.,rtaea a"ro ... t
attl7 16, 600 taot~JPJ •OJ"ktrt, a ~- tlllhl of' 110, '-0o teolt~PJ' 
aonero tw tM to\'lre 1-'••trr.. Ia ........ ,. 141},, -. ..,.. ... ,. .. -1•r-• ••• 65.110o. 
1. ProporUOAall7, tbo «"•toot lMNoM 1• -lo~ot lilllo \alroo 

:!;::,.!• •=•;!~1)!:•,.,:-.~"~,t,la:!:• .::!"~ .:::r ~ ::::.7 
et~Jtl0Jt4 ln De.-Mr 19)9. ftli la,...at taorao .. toR l)laM at 
~t .1111108 lf\11fttii"1Dir Oo.Nil7 wMre o•lOJWot •• •ltlJ)ltt4 
fift n•• (to •,6oo) olnoo t.bo •4 ot latt ,..,., 

), ftll .l.,Utt lao ... aeo ln , .. 107Mnt .. , 4tttrilNto4 • ._ pr•oU
.. u, all of' Uto -.aroo.,.,..ra '" \ht tM•tt,.,. , ..,. l•P"P-' '"
'"' .. to • .,l.,•nt - - Of'PN111Mtotr 1 , 71'l0 ...,l•r••• -- .... ,....a 
at tlle 01tM L. W•rUa CO.Ilftl. 9klt llol"ftUI$' UW te107••' a' 
UJt b!"tla J'l•t '-ok to \be pea.t ltHlt ._, ••lt'ed. ac U. tM 
fit laU JW•r • 

•. h " ... ' eoeUtt O. .. U•e-•nrt (tntltelltac 1'• .. 'D•t~h'7 
-.tpt ''J"'ft"wttoal C.,OI"'IU_,a hat a..,taee4 the Dw.cJ.•• .&trer.tt 
~ •• Olt l erpet a18Jlt • .,1o1•r la ,..,_,07, I• ••cw•t, \t!t 
OIPttu oo~f'ttlr.tftt • "Pl07'1'4 16, 7.., t • otoJ7 wor•trt •• aro.ctat 
Jut 1•,1'11. - Vouo4 Alroran Oorporau .. (hel•4l .. lto PPdt • 
nu .. , •t•lttoa) ••• tbt taatrd. l•rp•t tnloJtr, nu. 1•.'65 •~ 
plofttt. 

5. n. a ttaah44 ohart deMit total ••loJ•nt tn. tM ••teUoa ••u
f .. tvr1n« t ndut tl")" and. the t~lo,-.. nt ot ttltttt4 ooeoa•t•• 11Dot '-•PJ l9J7. tbt etteahtd t a-l•• 11•• tbe ft~Uftt olotte4 o n tbt 
ollort. 
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&.plo~at la A•laUon Ma.n11taot\lrlnc IDAue\1'7 

(&iP'pl.AMI aa4 Alrplaae laPMI) 

19)7-19ilo 

1937 19)1 19, 19ilo 

Al!!l& .. l 

loa. U,100 ZJ,700 15,000 ~6, 100 ,.-. 
r~.1oo 

7,roo 
llu. ~.200 r1.~ ~:I: Apr, .., 65,roo 
lut 25,roo !2,100 :!6.500 70,300 
lul7 ~~·.= ...... ..,,, 2),~ n,roo ~1,100 .... 2), 100 2,, 100 52,100 

uat••• !!I!"• 
loo, 5.!100 6,500 7.300 ~':I: '·-· ..... 6,000 6,600 1,100 1t1oo .,,.. 11,~ .., 

6,600 6, 900 
20,500 

lut 1,900 ~:= lol7 ...... 
6.~ 

,,,600 ..,,, 7,000 ,,500 .... 6,600 7,100 U ,600 

h\al h•••'!:l Al!:Rl&&&l &!I! Al!:l!;laaa I!S,lMI 

, •.. 27,600 )0,200 )2,300 70,500 

'--· ij•IOO .... )0, 100 )0, 100 )5.500 ,100 
Apr. ,000 .., 

..,.~ ;~:~ hao )1,100 29,700 
.11117 lOP,~OO .... 

5(),60o 
110,~ ..... 29,100 ra, 700 .... )0.~ )1,200 "·~ 

Milo• of Oia liore\aJ7 ot tie TJllian..17, 
Dhllloa ot Jle .. arob a.a4 atatleUoe. e.rteaber 6, 19ilo. 



14!; 

a.t•,.o"' ., ltl.ee-.. AlP ... •« - •• .....,.. --.u ... 
l.':J7·1~ 

I 
I ].':J7 I l.t,. 19), 1~ 

!!it "l!!!!" !!!!::!· 
lu, ,15 Ut "' ~ ,. .... ..... .,., ,.. 

'" ...... ..,. 
-- 1,.10 1,iB - -~- 1, 

..,,, 7U ,, 70) 1,"' -· n' "' 
., 

1!!1!1 .u.-.n o.. 
lu, 1,8l' 1,., 1,"' 

ljl ,. .... 
1,71' 1,~ ,,Gl, ..... ..... .., 
1,,., 1,"' '·~ 2: -MJ 1. ... ..... 1,109 1,,.. '·"' 7,910 .... 1,)10 1,.., 5,19, 

I!!!Mlt!!- Alftnft !!!:z. 
lu. ,,1" 1,,-o "' l.m ,. ... , 

'·"' 1,511 11, !~~ ..... 
•• .., 

1,1~ .,. i:m - ,,ott 
MJ ..... ..... '·"1 ,., 1,llol 1,.,, 

-· '·'*' tal I , 5110 
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" llopl•,..•• .r leleetH Alr•"t' ... .teet.l'lac CWperaU•• 
19}7-1"" 

(Mo\1-) 

19}7 19)1 19}9 1"" 

oartl1 .... 1a::!E' !!!!:!· 
{o .. lo41 .. trllll' AorN .. UMl c...,.) 

Jaa, 1,1'11 ,,nt ,,_ '•tao , .•. 
..,.7 '· " laP. 1,500 '·'" 5,016 

&p. i'n) .., 
l,tlla 

,,,. 
I•• 1,9}) P,)10 ·~1-
11117 

'· )1 ""•· 1,101 •.n• 1,5'1 
6,'}97 ..... 

DH. 1,007 ,,,91 '·"7 

!!II!•• Alrlnft 0.. 1 bo. 

'··- 5.591 6,)11 ,,,,. 11,'1'11 
,.~. 12,C77 ..... 5,961 6,17) ,,177 U:~~4 ,, ... 

1'·zll 
.., 

5."5 ~- 6,65) '·'71 1,, 7 
hlr 1,, .... ... ,. 5.511 '·- 6,)la l,,C911 

ho. 6,m ,,110 10,)62 

!.!!"''" .llr.,..n Cort• 
Ju. 910 1,577 1,)05 p~ , .•. .7 -.... 1,~ 

l, '"' 
),509 u~ "•'"· .., 5,016 

lUo 1,))1 1, 797 5,6, Z:§;; Jolr 

""'· ...... 1,31) 1,,7 '·'" 
7.196 .... 1,,,. P,lt} 5,156 



1 ...... 

' 
...,1.,_., ot .. hot .. AlNJ"art .. -·•-la!! c.pwottou 

19)7- 1,-o 
, ... ,h ... ) 

1917 I 19)1 1,, 19'0 

eJ.eaa L, •rtlft Ce. , ... 1,)611 1,11~ 1,905 1~:; roll. ..... 1,n, 1,,, ~.092 t,n ..... 9,01 
IIA7 

t.~ j:m , .. 1,1,. .. .., 
.Jolr . 51) 
&ac. ... ,. r,o)l ,,,.1 10,070 11,100 .... 1,1!1C z.m 11,1~ 

••r1ll A•rteaa AY1att• 1 1!11· , ... 129 1,n, t , U) ~.~,: 
roll, 

~·'n ..... .. , 1,9)5 2,~7 ,1 
Apr. '·' IIA7 

t.~ '·) ,. .. .. 1 ),ll'j '·~ .JalJ '· . "'«· ..... 1,t7r '·"' '·"' 
•.916 

lllo. 5U 1,5)0 •.795 

't!~:t.tt;,..J!,t?w.s., .. ,, 
.Ju, 1,)50 

··~ 
1,Cl6 '· 7'57 roll, 

~·m ..... r.~ t, l 6a 1,7" 
A~r. :m .. , 

r.~97 
pu ,_ 1,97l 1,95' ~: :r, .Ja1r 

Au.c. 
1,,, 5,016 ... ,. 1,.80 t,ll) .... l, ,,. 1, 77~ 2,5" 



1St .......................... ..... ··-·-lfJN ... , ........ 
I '"' I ,,. I "" I, ... .. -.... ~ ... - ,. 

~ == .. 
£ ,. 

"' .... =- "' - ... ... ,. -
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-.,1_., or lele•- .u.,1_ -.uoe ...,. .. u •• 

19}7-19'o 

19}7 I 1,. I 1,9 19'o 

!}1~!!! !Y!;MOI'1!1 !!• , ... Ill w ~ 1.m ..... 
"' 

1, .... 119 197 1, 0 ..... km .., - I )I "' "' J: 7 I~ ..... .., .. 1)1 )II "' 
..5, .... "' ., tal 

~1-tol ...... ~ ;,u .. iiil•• ~ .. , 
J .. : 151 15, 1,. 

i ..... .... 15} 151 1)1 
Apr • .., 

1" 1 .. ,.. 171 
~· 

1" 
)II ..... 1}5 "' -· 151 1., "' 

~~-!1 Dhlo1 .. or Art!U• ••roo"'l'1!1 ~ • 
laa. . ., 7rt 519 m ....... .... .., TO' 511 

fir ., ... .., 11; ,_ 
901 5'9 5n 

~ •n .... 
7~ 51• "' 

970 .., .. .... 7" - "' 



1~3 

-'-' •t •~.e•- ·~laM '-1'1• -..nu-. 
1':Jl'-19'0 ( __ , 

I 
I lt:Jl' I 1"1 I 19, I 19'0 

ID!! t 9&'•l •'"~" .... ; 1,m 1,"7 1,1" Z·"' ..... 
1,1119 

··~ ·"' .... 1,119 

J:m ..... .., 
l,ll' '·-" - 1,"'-J •• llllF '· ... ··'11 1,,. "'" 

9,"t .., .. -· t,QI 1,~ s.• 
!IIIII' .. .-.u!!J. !!a· , .. , 1,~ •• ~1 ,,,,. Z·'u ..... ,otl .... t,SlS 

··~ 
),711 '·W ..... '· .., 1.-- ··- 1,9)0 ),ttl .... 

~· t.'fl 

'·'"' ),1111 '·* 
10,151 ..,,, -· 1,'-1 MT' S,llll 
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... ton ctt7 
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.. ,._-lO,lU 

,.._r~-

._,_.,...ta~·.W~..U• 

'ft. ~lab ..... •111'- c1d .. \aU. ...... .a. 
,. ..... ~ •t l".a!&k.MM ,_ n1.J.et .. .. _ .. _. 

~,... . 
.._. ................ . 

•• IMrP"" lan'l.-, ~. 
f•hnl ,... ..... .,. ....... hft 

-~- C1'T 

lSI 
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.................. 
... 7,...,..'-~•W,.a..U• 
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M.,..S ..... vt ... 

a1MwNF7 ..... 

... -.z..-.-1--. ,.._l--et-loft 
-~-C1~ 
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FEDERAL RESERVE BANK 

o~ N•wYoooK 

1111!' Stcr ehry lllorgenthau ~ 

Augw~t ll9, 11140. 

The Executive Order of the President, dated April 10, 

lMO, Hoclttns r~s held in this eountrr tor account or natiOD

als or Jorny and teru:ar:c, rollewinc the tnT&tton or those 

eouatriu by Cer~KDy, and bter uendl!lents to that Order extaul

l!ll it to tunds belongtnc to nationals ot other countries innded 

bJ Geruny or Pussta, •ere, •~ I underaU:nd it, prtaarllr .att

wated by. desire to protect these runda from the poas1b111ty ot 

1111ppropr1at1on by the 1nYaders throYgh coercion or duress. 

Otatrally ,,,ea.k.tnc, theta Orders at the tire or their proiiUlp

UCil were ftfYorat.ly rece1Yed throughout th1t count"7 as well as 

la tbe :tnnded countries. Juercua prob~ems lnetdent to the 

Uadltnc cr applie~ttons tor llcenseB to make pa,..euts out or 

tbtlt aeeoUDts bave, or course, 1r1aen from tia:e to t11t:e and 

IDU or theoa are still per.dln& decision tly the Treasury. 'fhat la 

CUltt understandable in vie• ot the co•plexlttes invoh·ed. . 

My purpose tn •rl tine: to rou no• 11 to call to 7our 

ltttotle-n only Cine or these rrobl~s which I do not believe can 

bt ot taportar.ee from a nattcnal or in ternationa.l point or Yin 

lad •hie.."', aecordlng to •1 beat tnrora.: tlon, ts eausinc ncb 



,_.... .. ....,. ..._""~ ., .... ,_ &.... _Boa . Btn17 llorcenthaa, 3r. 

'fhia 11 the pr obl e:: Kacy b erican nat!oaala resident 

1n t his country havo Ccr one r eason or another desire~ to remit 

n rr in@' 5UIIIS cr coney to r ela.ttvea, rrtenda t r others 1n dire dia· 

trtll in ()CC!Jpied tt r rJ tortes. Dnder the teru or t he Pr el1c!en t1a l 

trdu these rer!1J ttancea eannet be ode ucept ty U cenae cr t he 

.. rC1St ry . lhlle no det1n1 te policy for lnndltq: thes e appl1ea t1ona 

hU been l'nnounr.ed by the Tt-ee:sur y, tne C>Yer•hel.&tnc majcr i t7 o! 

t .M!.'I han not b~en eprr cved M~ uny hundreth a r e now before the 

"rt~sory ••a.l t1n1 • et • on . 

the r~Pcre ot the Trea:s~,;.17 to appren these appllcatlor.s 

11, 1 beUen, a 1!SI:tttr ot cr:~n.n.c: resentl:ot and c:=pl•ir,t. It 

is elat=ed b7 the a pH cants ar:d, 1 thirJc rttt'.tly, that the aoney 

1n ~autlcn 1• thdr own ; thtt there 11 no poas1b1ltt,- or c rJer e1on 

cr duu ss •• r e4pecta thei r att.n1pted t r anarers rc,r char JtaUe r 

otntr leg.1t1aate purpo1e1; and that thdr car.e is "YII"J' dtttercnt 

tro• ~t or natlenals ct oeeup1ed count r!es whose !ll!lda 1l1 the 

~ted Stat.• mteht be d.iaslpated wt th.out. their free c"nler.t .-ere 

1t •.ot for t he lxeeut1Ye (r~er . The onl7 eppt~.rent r eason tor t.he 

failur e to ~:rant theae app!tcatfons by l..mer!cana who rroaly tra.nt 

t.o stnd their own acnl')' into occupied ter ritories ts a c!ea1re en 

tte parto!" the Treasur r- rar be7ond •h t. I M•e auwsed. to be the 

~cse or the ertrtr..al Orc!er - to ll!&k:e .ar e th'lt the dolla r ex

t":.fince res::.~ltlr:r from 1ueh trcsrers wtll not come into Ceru.n han<!s . 

~ s does nr. t seem to ae to be LPl ade(fUI te reason . In the f1 rst 

Place, the atr.l"lunts Jn'Yolv&d er e ralativll,- a~ll. MorA importent, 

however , 1s the obvious tneonsiatener in rerusint tran!!t•r• or 

t••s aort to dastttute pereons in oceupled ter ritory •hen there is 



M laJ" to the tranater of tml1.a1 ted SU.I CJ'oa tbia COUDtl")' to per-

It the TreaauJ")' Wishes to hold up r-.tttances to occu-

pied t.ft'r1tortes solely on the &round that tt. 4oea not w.nt Oen.a7 

t• otber 1nY&d.1fll countries) to cet the reaulttq dollar excbiJI&e, 

tad I cannot see an7 'W&J'rant tor that abort ot the need. tor a oo.

,lete •barr:o tor public reasona) ta there &nJ loa:tc 1.Jl pel'llittlDc 

t.na1ters to be ude direct to Genn.n7 ttaetn Pl••• do Dot t.Dter 

,_ thll that I tavor a prohibition on tranatera bJ' our on 

eat.toula or thelr own •on.,. a to Oera.n7 tor Ul7 teat tt•t• PQI"PG••• 
lltiber, I aent1cn the 1ncons1stt:ney in the hope that tt will ael"ft 

te _..,d an earl7 adoption 1>7 the fraaau17 or a polley wbioh 

w.ld pen.it or transfers to persona located in territories wblab 

an now oeeupted by Oermanr (or Russia) or the kind which I u 

Tho taet that Ge1'11aJ17 llilht lncld..,tallJ cat tha 

be cantrollt.nc .a lcac u " 

Frankly, I rear that unless the raptdlJ' J.aoreaatnc •ol-. 
of appltoationl now pencUn« before the TreaiUIT tor tranater1 to 

ptHcla.s residant tn the occupied territories are acted upoa ta•or

Al.J, or some eon•1ne1DE reason tor contrarr acUon 11 put torwal'd, 

the t'r .. SUI'J' to 

I went to Washinz;ton last •eek to present thta aucceatton 

to lr. Bell, in your abllenee, belie"Y1na that JIOilethinC our.ht to be 

dODe nen before your return trtom 7our "Yaeatton. But after c.Ua

•••toa With •r. Bell, I suggested, and he acree4, that perhaps thl 



n. let.t.u 4&te4 .IU(Wtt. ~. 1940 t'r'oe fHatdent ll&rrlaoa 
of t.be Teder&l Jta,.r.,. .8aDt ot lie• York to S.cret&:r7 ~or:Z'pnt.-.11 
_. a nbject. of d1KUN1oa at U'f'enl Met~l o~ tbe ToH~ 
1"u4.f Ccmt.rol.. It ... dee.ilied b¥ t.be co-lt.t.e. to ~DiS. t.be 
(~ COVM 0~ &etlota to t .a leont&:Q1 

1o wrltt.ea npq would t. lad• to Ccrrvaor Jla..rriloD , OJ1 

10 .. o:O&Aiol'tl •ban be> 11 b la•b.1::1£.too Prat .. .ar Cba.llbclain •o.W 
'~*-k to hh •bout t.o. r.-.itt.&DC• prot.l•• Thla •.anndUilil •o\ll.d 
to. p.~t 1D t..1.e fUe lo \A::\ Cl.e record •ou.Ld elu.r}¥ &bow tb.lt tbe 
Dtpa.d.!llllat dofll DOt acca"'t ... cowpl.et.e \Rreraor BarrUoa' a ehareot.er-
1atloD or t.be INJ"pOM or E:ueut.in Order Ia. !;)89, aa ... ~~, or 
llS. a!.A.tntJ,t or t.ae nuoo ror t.lM ~ '• poaitlou oo nattt.uce 
appl.iQaU... 



Shtpmepts ot Britbh Controlled 011 

On J•Jly 22nd Mr. llorgenth· u and Vr . Sumner Yielles 
ast~d. l.ford Lothie.n !'or rt~ures or ahipaents or o i l under 
British control from Venez:uale , Colombia, the Persian 
GuH ·nd P.a1! to (a) S"a1r. , (b) Vlad1Yostoek, and (e) 
Japan, fro~ Je.nu ~ let, l94C :n! ror each ot the three 
preeedtnc 7ears . 

2. The rtrures 1n the attached table •ere received 
rroe London on AU&Ust 5th, but further action ••s de
layed pend.lr-& Sir Andre• Acne• ' • arrival. 

:;ol ~~h:rl ;~~-~o~~!~~~t!' ;~. B~~;~~hC=y o~l c:~: 
:;ofi) 'S~~~i ~~~u:U!~h;e:~!7 c~;nt~:n •=r~!~tly 
own the Barco t-oncession and (') Tropical 011 Co.pan:r , 
a O.law re eorpor tlon, • ic-h is a subsid i .. ry of 
hlptrial 011 or C n d , which 1n turn 11 a subsidiary or Standard of New J t>rser . 

4. Shlpm nts from Irtnldad re however included. 
lt should be realized , however, th: t trinidad , Vene-
zuela, the Persian G-.:lf .and Hair re not the onl7 
1oureu o!' British on1ed or controlled on (e.c:., 
Peru, Ecuador, Britt h P.orneJ, et .) 

5. 011 fr E ~•i!l .:UI Sat.'dl Arobi in the Per1lan 
G lt 11, 1n f'aet, O'n'. jointly 'by thf' ~t ndarCI OU 
COII;)&n.J o ... Caltromi and the Tt-xa• Cor poration. . 
Exports o' oil rrc- P hre1r: r«- now controlled by 11-
cenu, t."'o .. e from Saud! Arabi should not , strictly 
lpe~kJ.r:t, be in""luder:! 1n "riti.e:h controlled on. 



lJll 1111 .w! 
,. , ...... Ia 0 

IHII 0 _. ... 0 
1a•1 Araltla 0 
loU• 0 
t r iDidad 0 

• aaua IlEa (laaiabl 
,... , ..... ~a (• 1) 159, 000 221 , 000 283, 000 'tO&'* lroa 0 0 0 

lalu'ela (• 2) 0 0 S2, 000 0 
.... , Arabia (• 2) 0 0 0 ~r-
lolfo !" 'l 113.000 246, 000 242, 000 
frlaldacl • 1 244, 000 12li, OOO 12, 000 , ,oao 

............ 0 0 0 0 
lno 0 0 0 0 ......... 0 0 0 0 
halll Arabia 0 0 0 0 
latta 0 0 0 0 
frloJdM 0 0 0 0 

,_,_._h 0 0 0 
lroa !! ~~ 0 0 n~ ......... 26), 000 60&000 
la..Si Arabh 0 '"&'*' loUo 0 0 
trlAldo4 0 0 0 

lhl ~nh troa Ital.utlJ ud ~ to t.he CfMU l eJM 
"n t,- lball t.o their ba:nl:trl.ac lhttoa. at Lu Palaa. 
'!ton tJ'O= Yen.~ruela are aetu.allr darlwed troa Curacao 
aM Aruba, altha: Ch tbe ei'Uda oU ortcla.Ud Ill feDdllllla. 
!be onl7 other shi))Mnh bJ tbl1 routa are rro. Btaadart 
011 Coapul)' ot le• J Ulf "fo &Dd baYe DOt been 1Dolalle4. 

011 froa !ahrd.n and troa laucU Arabia ta, 1D. fHt, o...t 

f:!:!1lo~~~ St;:•~gl 0!!n~~b:r c=~=--:-..': 
to tb 8pan1ah rettner7 ~!PB.l at 1'ener1tte. bporta 
rroa Babrtln are now tubJect to Ucen.. . Tboaa trn la1111l1 
Arabia abould not , 1trlctly ap .. kt.nc , be 1Mlwle4 1D BrU:iela 
controlhd oll . 

"-•• ablp..ata troa Balta nre abo to CIPU. Sa t'I:M'I'Site, 
U. -~or crt waa AMrlcan OIIDH oil derlnd tro. .....,_ 
,..._ a a ra or ~~~t~...:O~~~~ kl.De~ftl''ielas:c,_ 

=:--:-- --.-•'Mttt•~~ ~0:::::-=. "' •. LO . ... 

InD. to lapu le pv\ of • ~ ,_ 
• •• -~-oo.:c=- (120;000 to uo,ooo •-> - \.:-= !,frox-:!;.r,~r:_ ':W--





1S9 
~ 

DS IS:DU 2! k~U·t 4~2"'tC"·~ RU I.e ~"z:ll 

6 .on~ 
~ llll Ull li!l .. ' 

~ 

troe Y•DU"O la 0 
J 

Q ? 
IUD 0 0 
llallrol• ~ • 0 amu Aretta 0 0 0 
ltaU'• 0 0 0 
trtnlda4 0 ? J 

SQ S::~I6EI 1.- • (C:c~D i~bl 

t,._ Ytnuuda (• 1) H9,0:N 211 , ?00 28) , ?00 7J, 'JOO 
lruo 0 J 0 ' lallr•tft (• 2) 0 0 5;J,OOO ? 
lawH !nth (• 2) 0 0 • 42 &?00 
l! l h f• )~ Ul,?OO 24f. , ?OO 14!, 000 
Trtnlda4 • l 244,000 Ul,100 1.;!,300 ),}00 

s2!l.!'•mma 
trn !•ne1uda 0 0 0 0 

0 0 ? 0 ., ... 
k~t1D J 0 0 
laodliJ'tbh 0 0 
Raltt 0 ? 
Tr!D14 • ' 0 0 

.I.LLWI 
ruafcaautla 0 0 0 

lrUI !: !l 0 0 a,~, 
khrttn 6Cb?OO 0 
I 'lad1 arabia )0,0~ 
ll! ltl 0 0 0 
trhl14a4 0 0 0 

• l - lht aeata rra !::Dt.GilJ. at111 ~ t.o the e;:n'"rz ht 1 
•n• b7 Shell u t!l:..l.,. :::l:t'"'1DI nan= at '-» .la:..r . 

. , -

. ) -

. ' 

~·:r!~~ !frzv:~· t~' c:~! !U ::~!r:!t!roatn ci!n: z:e~ •. 
the 01111 oUl r 1U ;JMD'tt b7 thb rovtt ar troa "t Dd J'd 
OU ~3apl.DJ' o! le• Jert ~ 1 lUI han DOt Mfl1 taclue~ • 

on troa Bahrdn am~~ fJ'Oa 11 baUa ta, 1D t ct, ouaed 
4:!n!llo~ ~ 6t Thn: ;:1 o;:n~=-~tn{~r c~~ · :.;o~==~,. ~= 
,, t.ba 6J'Uihh nttn~'l"'J C!<JSJ. t fentrU'u. x-.orta 
troa Bahr 1n r no• aub~eot u Llo.nt • !'hon r r oa Baud 1 
l.rabta thould not, ttrlctlr tpel'lktnr, bfo 1nclllcSe4 tn h'lt1ah 
oon'trol.le4 oU • 

tbt .. th1"leenta t!'O::z Ha •n• alao to Ct71A ln tenertrtr, ::-ov:. :r ~~~! :r s 1:::r~=uc~~, ot~. •;ri!!:. t~~ntSocony-
oeeaaton .1 oucoea deu .... reG ~~ r • l o DeltYert • troa 
latt 'to TtDerlt!"e han DO• b.,n nop ecS b7 · o o • aDd 
loeOCJ ar tvbaUtut1q Colo•tlu orucS• o 

"' !b. otl tro. !ran to I ;:n 11 ~t ot a eoe'tr c\ tor 12 

;~.iit!~:t; f!~j~ U:.!~-~ ... u!:n;~.: .. ~ ~~~ ';Co-
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Ttlegraa troa Londoa ot September 9th. 

The nerage • tandard ootaae auaber tor German 

aviatloa tuela txe.ziced eo tar baa been 88. TbeJ 

bnt •arled troa 8?' to 92 octtnt nuabert being bhndtd 

troa a ela1hr but of 1pSrtt. Tbe oeta01 au.t:er ot 

but tplrlt b .. b .. a troa 70 to 72 eod to echlnt 
''A£.~ 

octant ~A 87 to 92 a blgb ltad content bat btta 

tddtd on tbt a•tragt of 6 . 5 o.c.t. ltad per S..ptrlal 

gallon. Tbt reotn t ,.aplt ot captured tutl gnt a 
v,.-lu, 

.,... .. ot 100; tbh lt conaldtred bJ the Petr oleua 

Board to be captured Brltllh petrol. The ootaot 

auabtr of tbe baa• tplrl t ot tbla aa.ple wat 84 the 

l CO o otaae ouaber ecbit'ftd b7 the addition of oDlT 

3.9 c. c. • · ot lead . An D 109 brought down ,. .. ttrdaJ 1 

bad urkt d on lh tutelage the tlgure 100 1a a 

triangle wt.re the nor•l octant value 87 1t found. 

I will 11Dd JOU Ptl"iodletl r eporte but tbut 

cannot uotortu~~ataly be weekly tor ttcbnlcal r .. toaa. 



t'be aYtr-ac• eta daHl eotau a~ tor Owaa 

a btloa faela eu&la .. 110 tu ta.a Heo • 'l'bl7 

.._..,. ••riM tro. 8'7 to •• oetaae ~· bliac bleade4 

:rr• • ali!Har b••• r • lrtt. .,.,., ootaot ~cr cf 

tall I.Pll'lt ~'~ bll bHD fra• 'KI to Tt IIIII tO IC!Ilne 
11U"'l4 

octu•• ~j\ 8? to Gl a td.&h 1••• aonent bat b .. a 

a4dt4 oa tbt '''"'' ot a.a e.e.e. 1•• per la;trlal 

cal loa. !be r.e•~ t •••' la of oaptu:rH fatl c••• a 
"V~</ 
~ of l•AJ thto h cooolO.rod liJ tbe htrol.-.. 

_,.. to bo upt rl4 rltloh poti'Ol• Tbl ootane 

onzal>lr of tbl """ o.,Ul t of tbll ~11 •• 114 tbe 

1 0 ooto Dl e::stor oel:t nod 11J t be uo ltloa of oD17 

:t.? c.e.e. of lt~. &aU lOV bro bt dow• petd'da1 

baC •rted oe 1tl f•••la t t 1 fl;:art 1 1e 1 

trlaacl• w~N tbt 110!'21 .. uae al-ge 8'1 lt to 124. 

l olll •• .., ro• porlodlcol roporto but ·~·· 

oaanot uatortllaattl7 bt week17 far teobnloal reatoa.. 



'U: EACESS PIWFIT• T .X 

Preunt Mr. IJ~ll 
r. l't">n 

Mr. ~ll1Y•n 
"'• l')}f'J 

Mr. :ltte 
r• l.l,Qt& 

Sectc-ber lA, .a. ~40 
4, '0 0 . 1!'! . 

H •• J r: The .a-re.tdtnt ct t ll n\ t.ci tat~• toda,-
4 • ,._ ~n - '11 lod , t 11 •unn •t leoat. -

~~ti ~~ 1~~ileti: ::i: ~: o:te~l~:t;:t 
the et:..e.e> he vente Johnn7 1 iiftnee" 8ull1v~tn 

Out : I vUl c-1 ... JOU, vOl1A. 

e . • Jr: ell, 701:.r nk"':e 11 Jol.nn7. I Ju•t vented 
to ue roue~ r~ t)ht there- vae .lett tn thfo 
f'ul11Ya.n•. 

tulllnn: her" 11r t"!vat r-:u~ 1 lf'rt • 

• Jt.J,-! l!t- llt21t AXe a nu.e't~Pnt to110~w 'n -order 
t. cut tt"ls Uordlu knot tt.et e-Yet'J"t~ln 
that HllM"11 hJu 4 ""• tne TreiiiUM " f)J"OTu 
)f tt, e.-• tte- Preel'1e-t oae aftld rtne, 
Sull1Y 'l em 11'e 1 t ; " woru to..-aft'OY, 
•••· and tt.f'!l ttl- i'reeldent h ;otr.g to 
f't htJld or iA~lhtte Ar.d J1Clle cyrnra 

tomor"''Y end tbe 14tll 1P to enrlng the 
I..IIFollettf' !.11 en tte tloor en.,. ' Yc lt 
tbr Adcllnletr Uon b ekln . 

Oanon •ur7 onor 1n YbUe t"l.e e.m br,~• t':'.Nuct . 

• M.Jr. 11~11, the onl:r thlnl' ~'}.e t-"'tPl ent naan •t 
M.d. t~t he- nnu ll tne ~ . C. Tax Bll:i . 
It la vorth :rcur (Sullln.n •e) 1ntelt1 :.al 
rortltud.e. ..('1 ¥111 i~'t J'CIU • n«v ut 'lt 
lnte tlllee, t"lc . 
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Pnnnt: Mr. Eel.£. lt")JI 
... 9ul1' Yl!n 

• Olf'1 
1.-:". lit.ae 
Ur•. llot& 

fl~"'te-,ber 1'1, . 140 
io.: , .... 1) • .,. 

B. X.Jr: •keo !'rea1dtnt. nt tM nt ted. 8tatee toh1 
&..:AI a )l)r YE ~ - fS1 Jod, t. 11 lnlttn' t leak • 

~~ti ~11i..fo~~.,~: =~: ~~e ()~~1i!t!!t 
the- ttA.0 r he VEnte .:'ohnn1 •Jianea• 811111Yill1 

O.ltl .. : I v1ll .eln rou, Jot-.... ,. 

B.M.Jr: ell, your nn-e ln Jo~n1. I Ju•t wanted 
to Ito• -1 AUt!h t1£!J,t. there v&fl lett 1n tbf-
t!ulltvanfl. 

B.JI!'. Jr: !!• suet .ate a eute ~nt tc~M"'v ln ordar 
to cut t 111 Oon:.1P..n knot th'!lt eYf'r)'thln£ 
that Kttrrle Me 4onr, tne '1're11eury ~""proYre 
-:tf 1t, an~ tl':e PN'ddent baa tA1t1 tlne, 
Sullivan cllln tl•e it t.:.:.e vorkfl to111?rro"' , 
eee, and. thfn thC! rreeldent 11 ,olng to 

eot h=ld or :...rollttte and J1m~1t- ll)'rnt'e 
tOIDOM"'V l'nd th~ 14U liP to ecrlng the 
L.d'ollf!tt• nl on tr.e floor •n"- 11'e lt 
the ~ ln1etrrt1on l> clt!.ne;. 

lanoo: :-rerr onee tn t-'bllf' the s·Jn bred:a thro~. 

B. X.Jr: '11"11, tt:e onl7 thln& the t-reFl ent naan 't 
Md that hP ttanta 11 thf" D. =· Taz 8111. 
It t11 vortll your (Sull1van'e) 1nteet1.al 
fortitude. •t ""111 get yc:u • nett ut or 
1nte,.t1nt-e, t'lo. 

171 



Bull\n.n: 

H,K,Jr: 

Bell: 

H.M.Jr: 

Sullivan: 
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Uu t.N 11h'tr one in the Hou•e M.d the 
gol.! in tae s~nate. 

TM.t 1A rl~ht.. a11Yf'r ttlres.4• a:aons the gold. 

•On July l·lth Con.greulonal leaden 11eet1ng 
v1t.h A4mlntetraUon ott1e•r• agreed to "'roceed 
to the enaot:unt o!" an lxctt• Profitt Tax 
fill . Proc:eed.ing aecordl.n&: to 1nUNction• 
reedY~ f'roa t.l:le !l.oa•e 'laJt and V.•ant 
Coa!.ttee anc! the Conference Coa·ittee on 
t.ht l\toYeDUf' Act 0..,. l3ilo. ':'J"f"UU17 f'lMf'rtt 
,..l"f'1)ftre='. an u:cue "'rot'1te tu bill vh1eh 
vat c.o•oletecl on Jul7 ?Znd. '!'o th~ 1 ;ll•n the 
Sub-co•1ttee on !n-:crnal .eYrnut '!'axeuon 
added An alternat~Ye rooocel ot which the 
lfreatuJ")' d1.ta• prov~d but vhlch tt vee v1ll1~ 
to ecee,t f'C~'~lJit et tho neceeP1 t7 or t>rospt 
act1 ::m. 0'-.arlnt:. t.;le E.xecat1Ye See done or 
t.ae t "':Jit' waye •nd e11nt Coa~1 Uu certal.n 

~~~~~~~=~· r::::.!nt~:e ,:::;;:: .. ; t~~= '• Qr.)• 

J;~tneroue, wll-e•tabl1a .. e4 OI)MO"t1o:~e 
vc~le. iiiYf' ~Ttr the nrt~ •nd 1 all coroorat1ona. 
Theae- chan f't 1n Ule treetH'J' 1 1 o~1n1on greet17 
1~"1"'JYf'4 t!le bill. 

•Dur!.:lg t::~e drl1berattone bet.Jre the SenAte 
ft.n,.ne• "'((ll 1tt•f' you llJIIiYt dPUI•d 1t advte•ble 
to re!ltOY" tL.eee obanr;u. Bt.nct the newe?&..,.r 
Account• o! thne c!"~c.gea .JlVe 1nd1o,te4 tllia 
eotton or u.e Cc •!ttf'e h&a IDf't w1th ':'r•~•urr 
1 rovd, I re•l obl!"ed to ttAU the -oodUoo 
ot t :.e Deaart1:ent. 

•a, re .,,1ne tc e 4.1" on no:-ul tu net 1noo•e 
11!1~ud on coMoratlone tClr t.oe -cr1Y1lege of 
t111ne \Lnd.er n.i.f' IYf'ra. f' t'lrfi'1Df\fll l!f'tbo4 and 
't7 ehen ·1n.; ti.e r• • eehf'dulf' eo thAt 
eorooreUon• t111ng under tbe aYerage 
ePrn1ntt '2ethod pay at the u.mP rate aa tnou 



t111n ·Jn @r t.~~r 1tl'~elted c --1ul aetho4, 
t.herto 11 r~•tored \l t!"f' b!ll L'le 1ue 
o~Jeeu~nal dl1cr1 1nnUon 1n tAYor or tne 
rro•oeMue, vell-eetAblla .ec1 1on 

avera e 



087 lDO ..... IIJIC- DOnAl .. >I'PDft'"'ii':·-· 
\&X on all OOI"PPN,1oDI 
the blll 11 ude •••n 
I W0\114 O&J tho blll 
It h o'bjeaUonable or 

Dlecrl:.\nat.ee aea1nl't the 

~~!l~s!.::~~~ ,!'!!a ab:t:::;;~~1:' 
Hi'ft-:"'d to con:~or-.te e'otll\7 \o l)eJ• • 

•hat oo ... ld b• ri'J)Iu"aled. 

T~t could 'Je f'te1)tuo-ae4. If 70'1 are DOt 
reeling well, vb.J don't 7011 let a oou.ple 
ot the bore hel"'' wort on lt tor rou toalsbt, 
rreah, and stTr JOU ,.,.,.thiag 1n tJ» aon:al~ 
and go OD boH1 

All r1Sbt. 

he whr:t I ,.tan, Johnt 

I ~e. 

1 cean JOU are "" all ':lent vv oa ~~ Ul1DC 
a~4 I t1on•t ble:w JOU. It I enn M4e --

Oh, I 41dn ' t ull ADJ 'lUDObea. 

I '• not aaklno: rou \o pull lNDoh... I tbt.nk 
rou e,.n 117 t 11, t~t the 'blll abaD4ona 
largelJ the exoe" nroflt.l tu phlloaol)b.J 

~! ::;~· ;!~'\,~~t, "!:~ ,:o .:;r::;-~ia:bl~~J 
aoout ttu-t. Thf>t u autUn& tne thl'o•t, 
ten't lt' 
I fh?ul~ uaee ao. 

Ar.d JOU c1on ' t ~"• to 1117 the thlng lt -
•nd ~lve t~••J'ltu\nJ Han••••• and. the• 1llkle1 • 
•n4 ti.e re-et Jt tne:z a ctlllnce to Juet gNb 
t~ \e 't.!....lns •nd. ea7, •on oh, the U.::~1n1atrat1'1n 



*'" a.noa: 

H.M.Jr: 

VIIUo: 

I.K.Jr: 

But tbe11 tbne reUow 

:~f!;~ ~:~ ;~~~":!a:C:tra,~lf.oa!t~~==~~ 
ln the 11. ttle tel low, t.bl -. tlbo 
eurt a ne" bu•lneee or ~ tel.low 
hAd tou&h tlt441Jlt, In tile lot' tov ,_, 
on4 thh bUl :oakot U 1-.. llolo fill' ..... 
tello • to set a eu.rt, u4 ,. are t.a•ereete& 
ln ~hem and not •tP~lnet the other fellow. 
C"te 1 

Ill ht . 

Atld tnen \he other U\l.n&: - and I aa lUI 

~~:'":nf !ln:::.~· ~: !. ":h ':Or~ rr 
e1ncf'rf'ly h.otoe tkwtt \U" coo-pere.tloa 1D Ulll 
'V!tUr -• ! on 1 t tb\nt. I would HJ' tbat 
lA.et th~ns t all. •I elr.oeNlJ hotle Uv-t 
our coonerat.lon ln thle utter wtll not 'be 
1Dlt:1r.terreted .. •. If 70u uy tbe otber 
thlnc;, p.u 4 n 1 t }'.ave to UJ thAt. 

It ebo'.ll.cln 't be aoolo ttla. 

I 4-,n 1 t llke tlle laet """"'h •• lll.l. 



IIIUIUA: 

I,I,Jr: 

LI,Jr: 

laUhon: 

I •• Jr: 

llulll•on: 

I ,M,Jr: 

~~·. c··-:: ~~--
lYen 

a4Yloe ..... 
biN \o 
reporte4 1•• 0\11" 
~t I aa 
I \111Dlt b7 W.iej;..,ott .. IIC, 
•ent, thAt 11 ell rou 

:~, •;-.ao~:~, ~1:.., 
\bOt l bOYI iloilO "!''J"!:'b!IJitt_!>O~I~~ 

£ "i~.~ou .!:-,:: t ~ t. 
etan4 here •D4 11~ ••1• thlo bill hu ""' cot no • .,..,,.,.~ . · 
ThAt II ell JOU hiYI to aaJ• !be ft.-b 
will ooae rroa thea. 

Yea, elr. 

!:~·iU:~.:·{t ::r-: :C:.~i..-'1 .... -
An tMr ''', • ell, what. 4 roa .......,.,. 
• ell, we pro~ee4 a lu aa4 aow t.Mn le 
•not er one wblU S.aator l.al'oUet.te 11M 
btro4uce4 whloh ve ere tor. • 

If ... Ylll baYI I.Atro4UOI4 1\ lrJ \ltllt U•• 
2ut 4o 70u agree v1th •' 

Yea, I do. 

Are ve t.o~ett.ert 

£nt1nl1 eo. 

Could 70U tello,.,. l•t h1• out 1 llttle b1t 
•n4. g1Ye hls eoH\btna ne ooul.4 loot et 
and lt ne ~oeen't Uke lt be 4oeen•t need. 





lo qoaeell.oa _, u. 

lo queolloD allo•l ll 

II&Da7' 

'f••· 
Kro. lloUt 

Yee. 

One thlag JOU 01111>• lo -·· -•• .... -• tho7 hln baeD .Ulll& w ~ weN tiii'I'Uilt. 
'llo hi.,. worlte4 Ulell 0\'el' - -• 4Nne4 wo. 

! .. ~o~; t 1 :•:.,:• ,:~ .!; :!Df.. "'-"'"!: :!, 
hlo be gol \0 -~Oil DOW. Jle wUl I&Jo 



E.H.Jr: 

!l!.tl:l.1nn: 

. !l.Jr: 

Sul11Yan.: 

H •• .,r: 

ll'.all1Yan 

~ . N.Jr: 

Gilt n. 

Ao ..-Jr 

!tll: 

. ,;,.: 
liotr.: 

Bu"llnn: 

lit 1: 

rt.e Prealder.; tclii •• OYr• the t.eleolaoD.I 
;ha; J1Sj1t •. :yrl'eiJ t?lA hla thl!:t be caD 
pau t :..src. .. le •e &11 ... 

The Prealdf:nt batn't. ta!.t.ed ~th ar ley, 
hal hP' 

~o . 

t:ow, 1n tJ".e P..oue~ the- ;vo 11en, C;;,-:-n!r and 
)'.oCom!ck -· 

ell, tb\t 11 ano~bf'r thlng. You £0 on 
t;,~u· an~ t':.eu bot• wlJ.l 4o a Job ""'r JOU 
c.. eer:."" 1t to JOU. 

-'l:.ank:e 't'e!7 such. 

T'll ha•r been ctrr)'1111e. t e ball lln4 I ••1 
J'?\! d~n't ••e to n 1t tr 70u don't llt.e 
lt, but I vlll Ju•t -1•• you tbPI .. lUtle 
blt or ell' . 

ewe-ll. 

Are JOU f'ell!) • v1 th Ill On t!lt' twlat I gav• 
JOUf 

Yu . 

Nre. Ilotz.'t 

Yu. 

Ont: t l' nr; iO'" ~ht t knov, then eu f'lt1one 
thfJ ,.,, "'"" uk.,ni wt thoue;ht were terr1blr. 
e ba't"e worked the:n over and ttr.n drsrtr.d 'tt'.1t . 

:don ' t au· bov John 11 t;')tog to r1u1te get 
out ')t !. t vhen they aAk t.la ln the- e:1d v'rlllt 
ha• he got to a eet now. l!e w1ll ei!IJ, 



a.x.Jr. 

~lllnn: 

I,M,Jr: 

F.. Jr: 

- 9 -

•ve "u ••tt~ a t9)od 'blll and lOti 
!t down. • ...... 11, where 4o we fi'Oil J11111 
He- 011.n ' t '"1 1m7~ttng •'bcxn. tbe Larotle•te 
plan. 

e-ll, hlo c11n e·uct. t o th.e r1 ln•l TJ"'Mn17 
b~ll. 

Elthe:- thlit or • blll llke t be 1!'18 Act, 
vh1oh la the t.er,u.u;e l:St. U. 

Or • bUl thttt e ~cHe• t he- 1nl rlt ot the 
or!.glnal !:Ot, and ln thh liAJ hr can. :.ave 
ttP -way tor t::-1' lal'olletu &111. 

You're n~t e.tra14 ot tb t queatton, are 10"'' 
ot t-:1 t~ altel!te-at . 

:Joo ~1£b.t. 'l'hank JC~. 

E"t'eo"7~41 rlu, eeoc:! nls;':lt. 



~-10,1D40 

!lC .... lr. P1'U14ellt: 

J u inalodoc loa,..wla- ho 
1u Mlll Mfozoe t!le Beuu. l aa aloo 
1101M1~ a ·~• wb!otl Jlr'. a.lll•aa •• cs na •, ot eeaater La rall•·n• • • 
uu. 

I'Al J - - tloa' - - hl•
..... ,... .UI - ~· «•' 1• - 'Ott:. -.Ill ...,.tor a. hll.tte alld -tor lllJ"Ms. 

~~ d .BoeN\Jt 



lie)>- 10, 11140 

., duP llr. l'reol-ta 

J u 1Doloclne: bePew1~- ho 
cu -lllo MfON - Deaato. l .. aloo 
oaol.oa1n!; a e-.,, wbloll 112' . llllllhaa 
ba1 C1 nn .. , of' &.~lOP t. Follette • • 
Mll. 

J1a1 I ~ :roa Uaat • - tele
JIIno :roa uu ,_ ~t en 1.a - •Uh 
.. UI -- .. Follette U4 -toP 117J'Mo. 

'ICNI"'I •1nMNlJ, 

fte PNetllleal . 

Tbo~tolloll ... 

lbl 





!Oo lloGrotu7 .. ._-

- .... 8olll-

~u-- 1940 U..tod oopl.t&l n,ooo,ooo 
19'0 Preti\ noo,ooo 
lpoolt1o ~.. I 5, 000 

• X...tod C.plt.l ..!Q.!l22 

185,000 

"'--tta n~joo\ \o - prot\\o 

- Prenta - (25$) 

lp\f So!l!4!tl•• 

• 15,000 

• ,,7,a 

~ pron\ oo\ .-.,. n ot 
a-toot ooplt&l. 

-~· pronta ·- n - ~ .. 15• ot ~t.ocl oof11W.. 

tuablo proti\o •- 15• ot U..tod 
coplW.. 

183 
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._ ... -.1o.o1• u u. .. or t11o -tr -o.ol 
c-. ... ....-.v pUd 1Jo pl• pU ... ~ .. - oootri'bou
.. ooplo.ol) ploo --""ll ll>o .. ,_ - · 

1bl .-pl.eted 1A7olle\te ---.t. wUl aot --=-4 2' 
,.... ad wUl 'DI nt.Uta"-1 ro.r the ,~, n.ue I wtd.oh oco,_.,_. 

!'M •U..W oa \he La7ollett. ....._.t. rw 1940 i.e 
147s,oco,O'lO. 

1b1 •U.te • U. ,..__t. blU 11 I)JO, OOO,OCI') ot 
ttd.U t:22s,oco,Cil) u u ~ 1a u. ..,_.. ... ua nte 
...., will 'bo pUd b)'~--- ._...o- ot -· 

1!14 
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•!D'ftated capital• ta t.be •• ot t.ho equit7 capital 
(.cq and proper\7 p1d in J!lWI paiol'-in-!JIU'plU ~ CODtr1buUODII 
to capital) plu one-halt the boJTO'III'ed. mM1· 

!tie coaplete:d Ia!ollflt.te a~t will DOt ucMd 25 
rqn and rill be •l.lbatitut.ed tor tll4' presmt. T1Ue 1 wbic:h con,._..,..,. .. 

nw taU..tA oa the l&tol1 et.t.e awndlamt. tor 1940 1• 

"'~.~,"XX . 
!be nU•te en ttwt pre .. nt. blll lt 835S,!IOO,tl00 o! 

w'-.J.ch P~t'XlO,'XIO 1.8 an J.oeru.s• 1111 the corpor.te \U rate 
Wih1ob .-iU be ~d t11 "'"7 oo~raUOD repM!as o! du. 
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[COWftiTTEE PRINTJ 
ltl ti Jfl .(l 

ithut.'U\ttllt->~ H R 10413 "'·'·-" . . 

lfJI) 

•nd onl.-mf In.,.. pri!lt.d 

AMENDMENTS 
lull·iuh·tl tu l11· prnpn .. t·tl hy \lr I..\ Foi.LI:rn: In ll~t• hill (II, U. 

111-!1:1) 10 l'rm-itlt· rt'\1'11111 nutl fttr utlu·r J•nrpn~t· ... ,-iz: fl11 

J~;tgt· I. hq:inuiusr "i1h liltt' :,, tolril.t· on! thrutl\!h lim· IH. 
)lrll(tt' ~n. md irt ... t•n i11 li 1hrn·uf tlu fulln\' in~: 

TITLE I EXCESS PIWFJTS TAX 

SEC Hll. EXCE:-\.~ PltOt'IT'S T \\ OF J!'tn 

IWtliuu iOH !Ill' fnlJo"illlr Ill'" .,nJtdUI)'It'T \\ltidJIWl_\" l~t•c·itt·cl 

"' tht• ''Ext'\'"" Prnfit .. Tn:\ \t·tnf l!IHt''. 

"SUBCHAPTER E-EXCf:SS PROFITS TAX 

'1:iEC. 'HO. IMPOSITIO:'\ or T \' 

'4{lt) l'll'ft:-ill'TU,,-TI~t·rt· ,.JutiiiH' 14·,-it·tl, '"'lkt·H•d, ~awl 

('Gid, fur f'fttb hl"(!ll,le .H•ar IK"ttiuuinJ: aftt-r l ~t'(•ln114·r :1 1, 

J.2.).'i1':!:?-1 
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.......... pomowia-ion23 ( ) ol~·~ .... 
3 •• (6) Jsro•B noll BBTIBF.JIK"T 011 DIIK'IIA .. 

UP - AXD _, ........ 1.-Tiwre .hall b. • ...Jadod, ill 

~ ... - ol uy ......... t .... it ........ dori...,j '""" tho 

1 .w- or oliocloorp ol oay ol it• hondo, dobmtu..., 

not:H. or «nificatH or otbf'r t'Vidt•mw nf indtobtf"dnt.M, 

8 whiob lone ....., oot-.dilltl for ••.,. thou right..a . _... 
10 "(~) T.oLUILII Yua ~ TnA~ TWKL\'E llonouo.-

11 IJ .. 1au1t1o ytV io o prriod ul .... than twrl .. .-Ito 

12 doe • ....,. pcullb not ;....,,. "".U 1,.. plot...! '"' oa onnuol 

13 hooio by DtaJtiplyioJr thr IDOIUIIt tlll'l'l'Of by thr nambor a/ 

I' MY' ill tlw twrlro -ho rndio~~t •ith tlw rlnor nl tho 

12 ....... ytV ... diritli~~~r b~· thr """''"'' ol ·~' ia tho 

18 tuahlr y .. r. Thr tu """D hr ... ~, 1oon .~ ohr tas t'Oiloputrd 

17 • ..n. ....J ...... tlw uwnb.-r nf a,·s in tbf' lauble 

18 year is ul tbto uuwbtor of dayw in tht• lwrln muntiul t"Odillf 

18 'lrith thr cloor nl thr tuohl. yl'lll. 

liO "RC. 711. UQM .,__ C .. DIT. 

21 •"Tbt f'Sfttlll profit- «"ftdit llltall n•n~~i-t uf aa aiDOUII 

21 ...... to tJ PH l'ftiiUDl ol tbto irn·f'MI,-d nlpital for tlw tauW. 

21 .r-dolrmUn..tlllld<'r ...,;,., 71:1. 

iK "RC. 711. •nKmDN OJ' INYI8TBD CAPITAL 

• "I' or tho ,..,_ ol tbio 101IJt'hapcor thr in,..... mpilll 
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lor uy tasabl. y•ar ohall be the • ....,. Ut-041 ,..mJ 

for Mldl ~·~'tlr, drtrm1in..d udtr llf(tiua 71<&. NllarM. bJ u 

amount c·uUIJ"IIf'd urtdt"r !lr'C'CM. 71~ (ft' .. tiaw to-...... 
trribW aJWhl) 4 ( Jo'or c1t1upu1atioea of in.....cM. •pita) ia tut 

ol furTicrt t"~~tfl•»r.lic•lt~~,lOft !lfttion 7:11. ) 

"''&C. n&. AVERAGE INVE8T&D CAPITAL 

"Tilt~ " ' 'f"I'IIKI' iun•,tf'd n~Jtital fnr aD,\' blublf' ytar for 

.-hid• thr tax uudt.·r dai11 !IUIN:"L.piH i" briiiJ t'VDiputtd 

llhall '"' llw a~ leo uf th~ dail~· inYIMIIrd rapital for Nrh 

10 d.y nl 11nda tauhlr .uar, diviclf.d. by tiM- .anafwr of clay11 

11 in Jlw·h tuuM .. )dt. 

12 -&EC. 715.. DAILY JNVES'RD CAPITAL 

13 ''Thr tlail~· inn-,.tt>d t'H)Iih•l fur any dly d tiW' tasab&e 

14 ynr ~~ball llf' liM' 11un1 oltbf' tquity i.Javt"tttcod rapital for lllk'h 

15 d.y pl&u rb.. l•tM"t•"'·Pd i••YHitd rapilal for IIOl'b tlay 

16 ckttmain ... l undc·r llft1iun 717. 

17 -&EC. 71t. SQVITY IN\'ESTICD CAPITAL 

18 " (a) Ut:vtSITtnx.-Thf' •~1uit)' im"f'lllt'd ""pitRl for aD)' 

19 day ol au~ tuahlf. .' n.r slu•ll bto drtrnnirwf •• nf tbto hrfain

lll niuc •~ ... ~, do)· and .haD be th• ..., ol the followilljl' 

2J. aruouJIIII• rrduc..-d •• rru,;df.d in R~bt.nifnn {h)-

21 "{I) lfust::l" P.\10 IS,-11"""• Jll"rvinm~· paid in 

23 fnr t~hN·k, ur II" JNaid-in 1111rph111, nr u • tontributinn 

:H t•<&pital; 

• "(2) PltoPKJI'I"T P410 1 •• - ........ y (otM diaD 



lllloHC'_l") pr,·viutt .. lv J•Ri•l 111 ( n·!:;nnlJ~, of rJ,r lilllt paid 

in) rllf ~tnd•, ur 11-1: )'llii\-iu 1-tlffJ)U,, nr II' II C11lllriloutinu 

tu c11pital. Sud1 prn11t'ny •hnll•~ iztrllltll'cl iu illl llllt.,nn: 

equ:llln its h.1t"il' (un:ulju.'lltNI) fnr dt•l«'nnmiu~: los," IIJIOil 

!ltt!(' nr t>:u·hmu:co. If th .. ,,roprrty \\'ll'il .Ji~p~ of br

fon• ... udt taxMIII•· ,., .• .,. "'udt 'acl..'UI ,Ju .. ll I"· •INt·nuiru.'tl 

in IIH' ... ·mu· llil111tll'r ••• ,f 1111' pr.•J~n.r \\Trc· ~>fill lwlcl 

111 till' ~~~6uning ,,f l'ttdt I4X:•Itl~· .H.•r II ,.,,..), uno.d

ju~l'd haci01 b • foo11'•o;;•tnt•"C! h:1-.:h it ,.J,aiJ lit' acljm:ttd, 

10 .,.;,h I"P!!ptt"l f('l tlw p·ri•»d br(nrr rlu· rrc•JI('rty l\11§ paid 

11 ill. irt rht> uuumN l'ro\ldt•l n ~('(1iun ll:t (h) (:?) 

12 "(:l) T\x \lll.t i'TfM'I\ HtYIIW't•~.-ni~tritmti"n~ 

ll 

n 
II} 

17 

· ~ 

:!II 

iu ftuck-

"(.\) 'h•l(" J•rinr to Rldl ltn.:tl•l•· ~·l'ar to tht 

ntmt tn .. hi•.fr rb·~· •n· .oo .. i.li'rt'l' tll!!rribotiom of 

raming!IAJJcl )''''fil'ii:ln•l 

" {B) Prt•\JIIH~h· m::atlt• rluriu5( jllll'h lltl~thlt' 

.Hl'lr In tlu• t·xlt·llf In whidc 1111'\ uJt· c·uu·irlt•Tfll 

tli ... Jrihnlion"' uf t·nmin~ arttl t•rufit~ utltt-r tl.an f'!trD

in~ and J•rnfit,. "' ,..., h Jns~tM,• n:~r· ~~t~d 

" ( 4) K\USI'c·!o!o .\'-,• I'J:orn:-- \T ltt:••l' '\'l'ti nr 

\ F..\M.-Thf" fiiTIIIIIId.u••d t'llntir1~ nrul J•rofit" ~~~ uf 1bt 

l•f",::inuiu~ nf J-ttt"h lit\llhl+· .Hnr . 

.. (h) RunTTtO\ '' Et.~tln hn~lTI• ( '.\l'tT\1..-



th(' l'tllll uf tht• f,,)lowiu~ niU111IItl-

'' ( I ) JllsTHifll"TIO\S 1\ l'l:t:\ !HI s H!.\H:-1.-I)j,... 

trihutiuus llllHI<· priur lu tolldl IH\uhlt• ,\t'llr whit-h wrrt• 

nut oul nf 84'c·umul:lll·tl t'llflliii.I('IUILII prnfih; and 

"(:J) U ;sTIIIIII TIO~'t' llllW\fi Tm1 n:.\R.-I)i,._ 

trihutio~a .. prni<~tL~l.\ m:uf(' tltiPIIJC !ltlf·!l t.nxaltl(' yrar 

whid1 an- nut uUI uf t)lt' t·lnnng.. ami )tr"fi, .. uf ~tu-lt 

11\llhlt· ~t"ftr. 

10 '
0 (c•) Ul"t.)"..." FtiC \ 1'1'1 H'.\TIU" fit' :-.t'Jt::;t:r TIO:\S (a) 

11 .\:'1011 (h).-Fnr thf' J>HrP•"'t'!' ,,f :~~ul•'ltt1i,m~ (a) 1111d (h)-

12 " ( 1) OlsTmtn-Tifl'~ -ro !'411 .\ ltt:llni.IH·:n~.-Thr 

l~ llu'8ns a di .. uihutiuu 1,_, 111 t'(>t'JH•ntti"n in it" 1t0«:k: or 

16 ri~l1U to ftf'ttnin· ihl 1-hH·k. Tu lbf' niMtl tlo1 a di,olri-

17 htUion in ~H~«:k io~ noc t"tllliftlt·rt'"cl a dll.tril .. uion of taro-

ll:l iu~ awl prutils ir ,.Janll llnf )J( t'ull .. itlt•rrtl • di.~rihutiult. 

19 .\ di~1rihn1iu11 in lll(.wk !dmll ltHI '"' r··~rdc•l "" muut,\ 

20 nr prnr~·n~· !•Jill iu (nr Mluc-k. Hr 11 Jt:tid-iu "urpltt•. or :1s 

21 n (·tlntribution In NlJli!Al. 

2';! "(2) D ISTiliiH TIO:\~ I' HIIST ~I XT\" fl.\\!:\ Of" 

2<4 to any tauhlt- yt·~tr h··tinniug nflt·r ll<"rt"mht·r :u. t!l-40, 

.!:• f;.fl mut·b I•( tltf di .. tri1JIItJ~ (tllkt·U in lhf' ordf'r n( timf'} 

I) 



10 

II 

12 

13 

I~ 

I~ 

16 

17 

I~ 

19 

20 

madr dnring tlu.• fif'(r l'ht~ tlt'Y" r!,t•rt·uf IL'" tlflC'• not 

r:U't"i'd !Ill' tH'("UIIIUhff'll I";IIUiHJ,.,'"!ol 111111 prufit., "" nf the 

IIC"ginninJr tl1rnu£ (t·e~mt•Uif'tl withuul n~ml tn tl1j, 

1•racapb) 'ball hr um .. ;t!t·n·d to ,ua,·t· Ltru blldt on 

tht' Jn .. l clay u£ tlw J•n·r'tolins: l<~~ll,J,. ~t·nr. 

••p) f'nlll'l T.\TIU" tit' I \1:\J'o; t,:-. ,\\() I'HIHlT:-4 

t-xAhlco -'''Zlr, ..u&-11 t·:tncin~ arul l'"•fil .... j,afl hr turu-

1''""'' ao~ of rhr t ltll!W uf •u•·h ruaht,. )"t-nr -.·irll'IUI 

diruitullinu h.\ n·a .. uu n! 1111~ tli .. triloutiuu uuult· tlurin~t 

1111dl rnxnhlt• yt·ar ur h.\· tt·Jtot.t•n of tht• ln:t cuulc·r tl1i-t 

,:ul•c-IUI)•trr fur tmdl .\•·•r arul '''"' tktt·nttilllltiuu JbaU 

IM' nuulc• tdthnnl l't"l[llnl tu th.- 8Jnuuut t•f MlruiD.(' and 

prufir" al thl" titm· tbl" tlittrihutiun ••• · madto. 

"'(-1) 1-: .\~\l).t.:-- ·'"' r·tantr~ or TK..\\:o~t.-l«llit 

tlu· fU't11111Uia14'd t,tmillJ,P>~ .,,d t•rulit• uf llw C'~•q•ura· 

t.ioo tth:tll IJ(' dt·t,•nuinf'tl \\ itiiUIII Jlu• iut"ltL,iun c•f uy 

u( dw f'&minJ,."S au•l flrnfil,. uf • lntiL"'Iftrur t'OI'pOhlioa 

"hit-fa \\nuLl ulln·M\i'C' Ill' hwlndc·d h_\ r,·•~"n ,,r pro~ 

t·rt~ uf IIUt·l• tnu, .. fc·rur h•l\illlt lwt·n p11itl ill fur ,.har1-t eli. 

ur .11!01 11 t·uutrilmtiuu lu tl•r uapi111l n!, ur ... J~j,)-in 

IUfJIIU!I o(, d .. II':IUl'lc·tl'l" n•rporulinn. 



"(tl ) f'o'll'll.\TIO~ m • \n , .,II.L\TEn E.\H~I~fts 

.\ \" U Pttorrr ..... - For tlw pnrpo't'!! uf 1hi1 twt·litlll, IH'('Itlllllhttt·d 

t'flmiuJ{:o. uud prulit-. -.hull ht· dt·h·nuhwtl withnut n~••rd tn 

whft1u·r du· an·u1nuhuinu wtt .. hdun·~ un. nr afu·r :llan·h I, 

1913 . .Xutl1i111( in !t!Tiinn 401 u( tlu• !-\t•t·nnd Rt·n·nur .\tot 

of 1!140 ~hnllllllt·c1 tlw t·:\lt·nt In "ltidt ~H'\'IIIUIILitNl f'amiu~ 

ond pn1lit .. lilt' in.-rt·n,t·d h.'· n•u .. uu ul iut·rt·JI~t· in ntl!u· u( 

Jli'O)~·rty lll'l"nu·d l~t·fnn• ~l,m·lt I, HII :l, 

"(I') Fur tktt·rmiH:l.liun uf t'(lllit~ im·tP..Ittl 1'1\)'il,..] iu 

10 'l'(•t'ial t'QIIl'"• llt'f' 'loTtiun i:W. 

11 "(f) l'ur "l't·t·i:.l mlt'l'l :atTt'(·liu~ tilllll•ntillihn ,.r t·•tUil.' 

1!! iun-.tt·d t'a)lit,tl iu t'411llll"t·tinn with t't·nnin ud.l.IIUJ(h and 

13 liquitLttiunc, ..,, .•• "'tTtion 71H. 

H "'SEC. 717. UOURO\\ ED I :or; \ ESTED CAllJTAI... 

15 u (ll) HcU(f(u\\ Ul ( .\1'11.\1 .--11•• hnm1wrd t-apital fur 

lti any tLt~ uf IIIJ 1~:\:ll.l.· .n·ar ,.hnll II(" tldt·nniul·d "' uf tl•t· 

1i l~t•J{illlliiiK of tolldt tlH,\ ittlll !'ltall ht· lht• lUIIOIIIII of liJ(· nUl-

1M 'lillldiuu- iluh•htt·thw .... (nut iududiug iutt•r(',.l, nnd unt in· 

19 dudinj.( imkl,tt·dlll'"- dt·-.c:riht·d iu twl'liuu i IH ( r) nL.uiuJ! 

:!0 to t't.•l'tlliu t·;\dtlHIJ.!f'') ~of du· t:•xpll)t'r wl.ic·h i:-. t>\'idf'DI'f~l 

:.!1 b)· a ho11d. uutt·, hill uf t:<c·hat~, dt'l~·utun-. (Tnific-:t.lt1 11f 

.. ,.., indt·l,tt·dm·,.s, nt••r1.1(t1Jll', ''r th·NI 11f tnt .. I. 

Zl ';(h) Hmtttowt:u hn::o.TUI C.\I'IT.\t,.-The hurnl\\t·tl 

:2-t inn,lf·d ntpil•tl fnr nu_\ dny uf 1111~ t;JXIthl<• .\<':\f .. )Hill l11• 

.J.:!,')'-Ito::!:!-2 

b 



10 

11 

1:.! 

13 

Jl 

16 

18 

19 

:!11 

:!1 

tomn ;,f lht· !nllnwill!!' 111111111111" 

''(I) .\11 amm1111 t'•ttutl In I lull )~•ni,•u uf tlw lour

n•wt,J t11J•ital fur Alda cl1~· "·hi•·), clut• .. uut t•\Ct'fd tht 

f'\l'f'!i<o ... f :o.(UII,UIIU uu·r tlli' t-.)uit~· im·t·"h"l t'111(~1al f•H' 

'l!llt'h dit~: 

''{:!)(.\)If 1111' t''lllit.\ iun .... tt·tlntpil;!) fur,_ml• 

drn i.,. "'"'" tlu111 .., )uu.oou. !\II 11111nt1nl l't)Uitl lu lilij )~r 

t"~'llhllll uf litnl Jlftrtlttll niJhr rl'ltl:tilukr "f llw l.um••·t"l 

nq~taJ for !IUt'lttfa\' "J.idttf.lf'!' IJnl I'Vf't'o) ""~tiJIJ,IWJO; or 

"(B) If tin• rf)llil'' 11\t ... IC'tlnq•ilal fur Awh d.n &; 

"lno,nnn nr tnun• an•l j,. lr·~ th:m ~I.IIOit,non. 811 

KIIIOUIII t'IJUIIJ 141 t ilif J•t·f t·t·IIIUIII of lhHt puniuu t•f till• 

hum•Wt•l 11ll'iln.l for "'udt ti~Y whidt tlut•li ''"' t·xt'ft"d 

tht' 1':\IT"'lll of ""'i.IUJ,UI'IU n\' t•r tltto f"flllil~' ih\l'l'lnl t11JlibJ 

for tut·h •Ly atul 

.,(~) \11 IIIIHlllll l'l}lllll lu :1:1} pt•r I'I'IIIUnJ uf lhftl 

pnniuU uf th(• ltolrfH\\t·cll·ll)'iluJ rur .. Ut·J. day !I" 1'\C'ITI\' 

tlu·~oournof-

·• ( .\) l11t' AIIIUI.IIII ft"("('r1.11.illf'd llllllt·r Jl4r11J:Tiph 

(I), pi~>• 

"IR) t:.<r I"''".'''""' .. r drr "'""'"' a.•···· 
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"SEC. 118. ADM1881BL& AND l!CADMI881BL& A88&'I'B. 

"(a) Ht:YI!'ITIO!IiM.-1-'nr the purptlllf'tl of thi. IIOb

rbap<tr-

" (I) n • .., ll·ma'iu.adm~ib~ ~Wft•' ltlfii.M-

·• ( ,\) l'4ctl('k in 1'flrpora1io1uo Ul'C"pt llloek in a 

ftln•il(ll llt'OIIIrut ... bokfin,r f"OIIIIJIIIY; and 

•• ( U) UhliJCJIIinnll dt"l'lt:·riiM"rl in M4'\l'linn 22 (h) 

(4) ( .\) ,(H) , nr ((') 1U1~- llftr1 nf lhr inlr"""t 

fru111 .. -hit·h i!l •·xdndiltlr lrutn k"'""' int"UIItf' ur allow-

tO altlt• •"' 1 c·n-dil apin-4 nPI iDmaw. 

11 •• (:!) Thr h·nu 'adruis."'ihlr ••11t·h,' mta"' all_.b 

12 ndu•r tlum iruuhui~i"'t• a~l!'. 

13 "(I•) U.\TICitW h .\IIMIMitu.l'.l4 Tu 1'crr.u •. \MMt.'TH,-

H Tilt' amuuut 1'.' whid1 th(' llnOlKf" iu\·t•tf'd n)tital fur •••~· 

15 tnaMt· ~-... r ,.I uti I ht· rrdiK't-d al!l pru\·idt'd iu MC"tiun i I :l !d•all 

lti II(' ftll ftiHtMUit 'A'hic·h jp. thr MIIW' ("'RTIII•«t" uf tiU4'b 8Yrhte 

li im·t .. h"(l 111Jtitnl a,c thf• Jlt'ft't'lllftjll' 'A·hid1 thr t•.,._l of tht• 

Ut inachu~ .. jhlt• ""'"'''~ i!l uf th('l Inia l of adnlioihiC" and in.admi~-

19 11ihtf ""~'I". Fur !iiU~I 1"111..-'!1(', tlu• IUitnmn •UriiMitablc- tn 

:!lt f'llt·h •"'-"fl lwld nl •n~· tinM" durilll' AK'h ta.J.aMr ~·l'l.r llbd 

:!1 })(' dc·lt'nninl'cl h~ •~ .. ·rtainin< lbt- •djul4!1"411Muli-. thc-n•nf (nr, 

'!2 in the C'8st- uf IUUIII',\ 1 tlu• ftlltUUIII thf'f'f't,f) fur tat•h cJa~· of 

t:l t-uc.ft taxa.hlt· yt·•r 1'41 IU"Id and addina lj:uc·h daily anMJtlllf"· 



1 Th(' fktt·nuiwuinn or suth dllily IHilHUIIH .. hnll Itt.· mHdt· muJt.r 

n•gulrtliuu" pn·~aih('(l by thl' ( 'ommi .... iHIH'r with tht' 11))-o 

prn\'al uf the> 1"tt'('rt'hH'Y· Jn tlw nl't' ••f tlw lltx~hl(' yt·l'lr for 

whi•·h tbf' In tuult·r thi ... ,.uhd.lH)•If'r i!l llf'ill{! tlt•tt"nllil•t·tl, tlu• 

ltljtL•U••I ha"lJ ~lu'ltllwo tbt" adju .. ft·cl h;'"L" fur dett·nninill,¢ ln .. ~ 

ti(H•n tn!t• ur t•:<rh'w~r o .. dt·tt·nuim·tl mulf·r S4·t"tinu II :L 

"(f) ( '0\tl'l'T.\Tit)\' It- !"11101l1'-H:Inl (' \I'IT \I . 

(hi\ .-If durin~ tht• ltiXJthlt• .H1tr tlwn· 1111'• lot·t·u ~~ .. hHr1· 

tt·nn I'IJ'ihtl a..,.iu with rt·,t~t·t·t In 1m iu:uhnj ..... jt.lc· 11 .. ,,.,, llwn 

10 ... n nmdt uf th(" arnnuut aurihntahl•· let 1talt~l ir.achui ...... it.l,~ a!ollfl 

11 muh•r ~ulr-c'f.:linn (I•} "' l~t•ar. till' !Cnllll' n.tin tlu·r..ru "" tilldl 

12 1-ruin llf'ltn< In tlu· 'IIIII u! .. 111'11 -.,··nirt plu"' tlu· tli,·itlt·ncl"' ;nul 

13 illlt'ft'!<>l Oil )<Udt 11""1'1 [or "LU·h ~ t·nr, foludJ, fur tht• purpmf" 

14 nf tll'lt·nniatiu,: tlu· rntiu ul iwuhlli .... iltlt• not!'4·t~o. IU thr l~'llll 

l.'i ,,f Hthui..,.ilol«" awl inArhui!oo..,.iM•• -~~~~. 1..- • •lllt·d tu lllf' lutal 

16 of adllli~iJ,)(' IISII('Itlllllll ... ul~tnwh·tl frulu tilt' tutal uf iwuhut!i--

17 ~iblr &~r>.;et!O. 

18 "'SEC. 719. DETERMINATION OF PROPEUTV PAID JN FOR 

19 STOCK \r\0 OF RORRO\\ EO CA PIT \L IN CO ' · 

20 1\ECTIO~ WITH CERT \1' EXCH \ XGES 

21 ''(a} l h:t'I\ITif)'\~.-.\ilu~t·tl ttllt •t't·tiuu-

~2: ·• ( I ) EX('Jt.\'\GF..- 'flu· h·nu 't\duw.t!ft' mt·l\lt" an 

2:l t':<C'hllll~t·, dt· ... t·rilwd in "i·t·linu II!! {h) (4) ur (.)) 

2.a or in !"Ct null'h nf .;{'{'finn II:! (t·) (d). nr (r) H"i rdt·r-

~l 1111-t'("tiuu II!! (h) (4) ur {:l) , 1 1~ um· l'(lf]lnllltinnttf 
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iu proprrt~· •·holl,· or in Jllll1 for stock or MClOI'itiel ofr 

anothrr c•ui')MJf'fttion, ur a tl'llnllfn •of property by oae' 

rorporatim1 tu anotbt>r (•orpnration, tbt• t..AP of whidC 

in th«' hand• nfM~C·h ocltf'r rorpnntion ill nr 1rM ~ 

nun..t tmd., ,.....;, .. 113 (o) (M) (B), or ....W h&ftl 

lwt•n ~~ df"tf'mlinf'fl had 111N"h lft'tiun hf.rn in rftfth 

"(~) TIII: .\SKFKHUK t·t•os AS KXC'HAN'OB.-'11ae 

r.-nu 'tnm~tft•rur npun dill t•s..l1anp' UM'alll& a t'OI"ppO''.Iioa 

•·bif"l1 Ill"~' •n t"xt'hanJt'" tran,.frn pruprrty to another 

10 ntl'}•nntiun in rsrlwlJ", •·buD,· ur in p.rt, for ltod or 

11 IW'nlritit"J~ nf <~ut'la nthc-r n"l••ratioo, nr tnll!d'f'l"'& property 

12 tn emntlwr t•nrponttinn. tht> 1111111iM nf whim in the bandl 

13 nf JClwh ntlu·r rurJMtl"'ltiun i111 ur wall dmnnillf'CI under 

H ,.....;,., II :1 ( •) ( M) (B) , oor ••odd h&>e ...... oo dolel-

1!; mint-d IU~d tt;tu-b ""1.inn11f'f'n in rft'l't'l. 

16 4
' f3) Tu.NKFKIRR rros ,\!' BXCJU.li'OL-TIIe 

11 ttrm 'trandt'rt'f' upon 1111 tsthanct' means a corpora-

lS tion whic·h 11pon an ts:c-hangt" ••1Jnim property from 

19 anothrr "'rfM•nt.tiun iu ucilAillf"', wboD,· or iD put. for 

20 iU .Cork nt ;it'C,Iriti«"'l, or \\'bifb ac-quim~ property fJQID 

21 annthn C'orpttn~lioo, th~ l.uil! ol whida in ita Jaaaa. il or 

22 wu drlrntun..t undrr M'<lion 113 (o) (8) (B), or 

23 would havt IM't'n teo df"tf'nninfd had MUch tretioa. ben. iD 

II o(le<t. 

"(b) l'luv•n• PAID IS Pt>l f4roi•JI.-ln lhe oppli· 



1 ('lltion nl ~ion 716 (a) In a tnm,.fl'n't> upon s n nrhtnl{f', 

J in d('lf'mliUil'll' thf' 8100Uilt JIUi!l iu fur ~fHdi. u( till' fnm,ft'rt'C', 

• or •" J•id-in stlf)•)u.; or "~ 11 , ... ,,rril•nriun tn !"Hftilltl nf tht• 

' tnudf'FN", in t·oruaf'ction \\·ill1 l'Udat·xd•all)!"t', oul~· 1111•mutmt 

6 shall 1..- df'tonlf'd In hnf' l!ft•n ~· ptaitl in t"tjUal In tin· txt'f'm& 

I o( rltf' l111:<li11 in dJf' lumcls nl tlw l11111,ft•rt•t• uf tlw t•rnp1·n_r 

1 of thr lntfl:<lftntr rt'(,•iwd lty 1111' tnu.~f~·rt·t·nJH•H tlu· t•xt·lnmKt' 

o\·rr liar 1111111 uf-

I ,. t I) ,\ n.\· lillbility uf tlw lrart ... ft·r"r ,. ..... nrur(l 111"''11 

10 llK'h rxrlum,- and an.' · IU.hilih" .._JI,jn1 tu \\hirb tlal' 

11 prnJM'rt~· \\"•" mTin1l IIJ•un ~uc·h t•Xt·hnn~t·, phtA 

12 "(2) Thr "JliCrt'a{llll' uf tlu• umunutuf muut·~·nmltht• 

13 fair mnrkrt \·~thw nf 1111~· ut lll'r l'rnJwrl.\ tr•m .. ft•rrt·tl In 

14 thr tl"lln.,frn•r nul Jlf'nnitll·lltu 1.~· rt'ITiH•I b~ •tu·l1 ln11L4-

15 ff'rur •·ill1nttt tlu• fN'fii"Uition •of L'llill. 

16 '"(d Umnrmn:r• ('.\I'IT.\1 .. -In ''"' IIJ'J'Iit'llliuu uf 141'"" 

11 lion jJj (•) In a ll'llll .. f•·n·•· ''1"'" 1111 t·xdu\111!1'. fht· l•·nn 

18 'hc•m•wrcl I'HJiilttl' slu1ll 11111 im·ludt· iu(lt·l,lt•lhu·'"' nri~i•u•ll~· 

19 t•\·idt•llt'C'II lt.\" ~'1Irilit":O i-.. ... ut·tf hy lltt" lrllll~fc•n•t• IIJMIII l'U..fl 

20 nc·ban~tt• ._ .. t·ort!»idenariuu fur 1111' 1''"11("11~· nl tlw IOIII'"'ft·n•r 

21 n..:Tin·d b~· lilf'! tranodrn'f' "1"''11 .~~ud1 c·xduu•J.!I' if II} .. m·h 

2'J M't11ritiM wrrr J•rnl"'rty (l("rtuith•tl In l11· rt'C'C'in•tl I·~· liar 

24: ognilinu uf 1(niu and (:?} 1111' iutlt·hh'1hw~'i nriJ(inall.\· ,.,.j4 

23 druffi:l by sud1 I('('Uriti" did nut .ri~ nut of iuddJI('dJI"' ol 
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lht tnms(f'rur ( ullwr llum indf'htf'dnNJ whit•h in tht trar. 

(rrur'to~ fumds \\liS !!Uhjt•t•l lu tlat' JimiiiUiun" u( thi11 !CU'*'ction) 

._ .. ,cumt·d hy rhr rnua .. t.•n•t· in t·umart1iuu wirh ~Uuia nclaangt". 

4 -sEC~ 7JI. EQl'ITY IN\'ESTED CAPITAl. IN SPECIAL CASES. 

··wt.{'n· rlu· ( '•••mni•"iu1•t•r dt·lt·nninN that rh• tqoit~· 

6 inn· .. h·•l t'DJ•ir.nl "" nf rlu· l~·~i••nint: ul till" hiXJIIft~'f"r',c finl 

tunMt• ~~·~•r uutlt·r tid" .. nlwhHJih•r ,,lllnul I~ tl('h•nuined 

M in llt1'urthuu·r "it!. J04•t'fiuu 714i. tilt' f'(luit~· iii\'Htrd t-apital 

9 1< u( tlw hrtiuuiut n( !!:Ud• _, . ..,,, ,.Jlllll I"' 111 nmount N}taal 

)() tu thf' 1111111 uf I•) tlaf' 11111111'.\" )'Ill" (h) tiH' ftj[~lt" uf 

11 rlw adju4NI l.n-'lit nf rbr• ft."!Of 1-i u( 1111' lltXJM.nr hrld 1,~. tbt 

12 IIIX)IH_\"I'f 111 IIUt·!l tillll', "lldl "11111 ht•in,- n•dnc't•tJ hy thf' in

)3 tkhtrdm• ... uut~hllltliuv ...... uda timt•. Tllr HOIIMntt or lbe 

14 UHtHt·~·. n~l~o~, fttul i~~tlt•hlt'dlw,.,!i .at !i!Ut·h tintt ,Juall t_. df.tf'r-

15 mim>il iu tlt,-cmt~t~•t,' wirh nair" anti ft'gllLUinn" J•n"!!O.·ribed 

lti ''' 1hc ('ununi,.iuno•r w;lh 1lu· "1'1'~'"' •~ II&P l"N·,.~·. 

li In "llt·b ,.n .. t·, till' ,., 1uit~· iun· .. trtl ntttitnl fur f'at·l! dt1~· llftrr 

18 tht• lw~i1tuin~o: uf tiiC' hiX(NI.\'I'r's lin;t tnx.Hhlt• ~·f'11r undt•r thi"' 

19 'l'lliH·hnJift·r ,Julll 1~ clt·tt·nuitwd. in au·t·urciHm,• wid1 ntlt~ 

20 auu) rt'J.:-IIl11tiu11" J•n·~·riJIC',) J,y tlw ('ulullaill."iulwr wid1 l ht' 

21 •t•pn•,·al ~~r 1111' s.·,·n·taf), u .. iug a.~ llu· he.~~:it· 61[11re thr 

22 r'lltity im·~· .. tt·,( 111j•ill1l u .... u •la·rrnuitwcl. 

Zl -sEC. 721. FOREIGN CORPORATIONs-INVESTED CAPITAL 

" "Xotwith .. l:uuliug .. (·t·tima 71:1, in llw C'lii'W nr t1 (ul'f'ign 

IG e«poratiou t·Ua!JlJlt·tl iu tnadt· ur hu ... inMS witbiu tlw t•uiu·d 
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min<d in """'""'""' with mloo .................... 

b~· d~ Conan•i~iflllf'r with thr approval of &be ~ 

"!!E(:. 121. PERSONAL BDYIC. COUC&4ft-

"fa) llt:n~rnos.-A• ...... in thio .......... doe 

tPnn 'ptor.wJhal llf'FVft t"'O'ppfttioD" ..... a twpal'lltioa 

~·bOf't intnmr i8 In hf alll'riiMod primarily to lite AC!Iifttifa of 

shaR"hnldrr'M .,.·ho art• .,..a.lart,· ~ Ia the IIC!Iive eoa

du<1 of thf'l atlair'l' of thf' t"'O'ppO'ation and aft thP .,..... at 

aU ri,.... dnrinj, tho tauht. ,....- ol at lout 80 per ...litaa 

10 in nlu• ••f all thf' !!l<d ol thf' onrponrinD, .... iB .Jr.i.ls" 

II tarital i• not a mattriol i_.Jif'l'la<i"'f ......,: llat a.. 
12 nol indudt• anr fol'f'ign corpontion, 11M' any eorporatiMl 60 

13 pM' rt'ntum or morr of whOM' lt"l" iiK'Oine ~ of gW.. 

It profit"'. nr innM~M' dt-rh·t'd from tndiac M I prillapll lfw 

~ ....... .,..... "' thio ... .-... illdilial ....... io. 

16 ,jdrl"fd u nWftiRJ, al uy tilllf', tM tiiGH ...... II& llldl i!f.e 

11 by h~ !lpotlllf or minor dn1d. 

18 "fb) f.t.R<TIUS All TO TAXAIIILITY.-JI a ~ 

19 t~en·in- rorpuntion llicni&es. in ita rrtam 1IIMier a.,.. 1 

20 for an~· tnahlr yNr. it11 drtlift noC to br •hjtd 10 die lu 

21 impoatd uudrr thilllllhthaptf'ro for ...t. toaiiiP ,.-, i& iMil 

:12 bt .. ..., .. from ••nil tu for ...,k ,....., ud the ,....._ 

:l3 of l!upplrrnrnl II of (11aptor I ohall apply to doe allaft· 

:II holden in ...ro rorpuntinn wbo ......, I1K"h ~n on 

:15 tho Jut day ol """" tuablo ,..... "' ................ 



1 ~&C. i23. fORPOR.niO!\~ CO:\Ifl t;TI:\G COSTR.\CTS cs. 

DER )IERfH \!\T M \JU!\E \CT, 1931. 

"(a) H tbf' l'uitr•l Stutt·!l \laririmt· C 'onm•i~"inn rrrti~ 

fit·~ IH llw ( 'ommi.,.,jc)m·r li1111 tlw hlX)IIlyt·r ha~t t'fllnpiNt d 

5 within tbt• tauhl(' )·t·1u lUI) mntnu·r" nr ,.uht'(llllnltl~ whkh 

Mt· ~tUhjt·t1 to tLr J•nl\i .. iulu. uf f4·t·tiun ;,4);, (h) c•f tl1t 

)ff"rdumr llarint< .\11 uf Ht:lli. "" •rnc·rulrrl. tht'D t.l'" tax 

imriOM'd by dili ¥UlN·L•J'ft·r fur aud1 lnahl•· ~·t-ar ~Lall bt, 

in liru uf a tax f'OIIIJIO.h·•l un•l•·r M>t·liuu 7 tn, a tu romJlllttd 

10 u11lkr ~~:uh~•1inu (h) uf thh ,.r,·tillll, if, and 1mly if, lht 

11 tu c-umputtd undtr •nh~N·tillll (h) ii )(''"' tblln tht IU 

12 , .. uuputrd und('nt'ftioll 710. 

13 ·• (h) 'fhr hu: c·ump•llt·cl uuckr tlli~ "uh--t•t·tion .. IJall l.~t 

U thf' es.cx111 of-

15 

18 

17, 

18 

19 

20 

"(1) .\. tt·ut.ttiw I•U ~,.· .. u•J.Uh••lutul··r ~uo 'ito 

~·irh tbl" uttss J•n•fibl llf't irK"f•me inf'fftlH'd h)· tht 

amount uf at·~· l"'.'uu·ntll m:ulr ur 1u I~ 1u:1dt. 10 tht 

r niu·d S!ltlf'S \laritirue ( llltLIIIi~iun \\ith n-~p11'C1 to 

21 "'$.EC. iU. EXEMPT COijtPORATJO!\$ 

22 "Tht> fo!ldwin!! , .. ,q"•fJillull, .lutll II(• f'XfiiiJil (nom d•r 

ZJ IU impot«·d l1y tJ.i8 !<UlH-IUIJIIf'r ~ 

2.- "(a) ('ni]H•Tations (':\('111Jll UJidf'r J('('lii•D Jftl "''m tbf 

Z'i lax impostd h~· f'liAJ•Itr 1. 
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"(bl }'.m,;n J><'""•na~holdi"tt......,..;... • ...... 

in M'('(ion 3.'J I. 

" (e) Mutual im·Miftnrnt mrnpuif'll. u Waed ia..,.. 

tioo 361. 

•• (d) luTnct mt>ul ~'m•1•nin whidl .acler dae ~aft~&.. 

t """"' Compao)· .\<1 ol 1!1-111 ""' ,.Pond u 4inniW 

('(llllpallin a1 aU tin~('!!; duri,... thto taxable year. Ia 6e _. 

ol tauhJ.. Y"•"" lq"irmi•t« in 19-&4.) • oompuy .... W ._.. 

1 Wclmd •" ~, rr~tf'nod at all limn durinr lllda tuaWe.,... 

» brfono tlu· dalr of ''u-b rrcil'lfn1ion. if IMII ~ it 

U IJIIdr brio,. 1-b.r I, 11140. 

Jl " ( •I PNl'OIIA~holdintr ~'•nponin, .. dollllf4 ia ooeliea 

Jl 601. 

H "(f) Fnn-ijlll (•ufJIOraliorw no& ....... ia triMie er 

11 ...,._ within tb< l'nit...J ~ .. aacl not harinl ID ... 

• ur pJ.ft' of btto~itte~ thrn-in. 

II " ( d Jlomo>oi<· ""l"'"'rioao •titlyiar tile loiJowboc 

II~: 

1J "(II lf95 J><'<""nllun or,_ ellho ,_.....,. 

30 ol ""-b do"""'tit rot')..,..tion for tho tll,.._ytU poriod 

II iiiUtlt'diattl)· p,.....din~ th•.....,.. ol tho tuable fM' (or 

lll for 01Jeh part of '"ffi p<'rind dorit!ff whit41t1Ko _,.,......, 

21 wu in rxi.<~ttn .... ) •·•• dtorind fro111.....,... adler tMD 

II tolll't'MII within tl1t' (~uitPd ~f't;aad 

"(21 ll 50 I"'' <'t'ntum or IDOft o1 ito--;-



fur ~ud• J~riOfl or tlUrl• part tLtn"1,f ""~'~"' jlj·rin•jl fn•m 

tilt' a<1ivr .... ,.JU('It•f 11 tnult or I•IL"iur., ... 

"(h) .\n~ fnTJ'onuion 11uhjj•c1 tn tlw l'nn·i-.inn ... ,,f Tit it• 

1\' of tht· ('j,·j( \t•ruWIUiic.,. ,\t·l nf J!I:U~. in LlH' ,l!n'"" inettmr 

uf whit·h for nn)· Jn:'<(Jihlc• ·''·ur ht·KinuinSf nftt>r l>t'I"C·mht•r :Jt, 

h H):lH, iht'Tl' i'l in..Jndiltlt· ("OIIIJ!fii.W!iull Tl•h·intl fn1111 till' 

7 ruitt"d ~tah., fnr tlw IOIII"J"'rtatiun ,,f lwtil hy Hirt·rnft if, 

1'1 uftt-r rxdudiusr fr.,tu it" Jn• iututnfo !CU..It t"OIIIJK·u .... lion. its 

f} adjm;tt'cf t".1l't'»-J•rofit• llt1 ill11tlll(l fur RU'h ~-~r i!! lf'M liT 

JO I•"J..~. 

11 "SEC. 725. "EA!\ 1 ~(; Of' TER'1~ l"SED 

12 "Tht' tt'nH~ u~·•l i11 thi~ ,.uhd•aph'r ... h:1ll h&\"1" tht' Wnw 

13 mt•nnin~ ft"' wlwn u .. t·d in ( 'h11JIIc·r I. 

H "SEC. ;u. LA\\S AflP I.I( \ULE. 

15 "'(a) (lt:,t:n.\1. Bnt-: ~.\II t•rn,·il'>.i•ntS cJ Ltw (inrll1•l~ 

lfi ill:! J~tut.hio) 8}')'linf.t(' ill TI"'JN'd uf tlu· IUt'S iiiiJM• .. ··d h) 

17 <1•aJJtrr 1. ~oball. insubr all noc int'"HusH.tt·nt 111ith tbi~ iiUh-

IA dnlJ'ff'r. 1"'" IIJ•plicaLI~ iu n·~Jof-t·t ••f lin· lu impo!W'd hy this 

19 !OUI~e·baJ•ter. 

20 "{h) Hnn,,:-.. \ul\\llh)tlllltdiu.c .. ul"'tt"linn (~t) , nu 

::!1 rt:·tum tnuh•r -.t•diuu ;,:! {n) .,Jucll lw rtl)lli"'·d tn ht• filNI 

!?'.! h.' lillY l4~JOJt.\"t'r uwJ..r thi" ~ultdut)•lc·r (nr All)" lttxt!ltlt• .n-11r 

Z:~ ft•r wl1irl~ it" t'l.C"C'S..<I JITolit .. tu·t itu·ufll(', l'fllll)'lltt·d with tltf" 

-:t-4 adju .. tmt-111~ l•nn·i·l'"'' in ~·c·tiun 711 {a) aud vbfi'<l lilt an 

;!."; ill'l!llt'lll•:<t~i• •!I pno\'it) .. ,J in !lt(·ticJO ill 

26 tban $5,000. 



• 

"(t·) Fma:u;:\ Txu:. ... P.\IU.-Iu tlw "l'l'lit·atinn nf "ff'

tiou t:H for tilt· J•Urt"'''f' t•f tl•i.; &ulH·IaaJ•h·r tfu- ta~ J>:tjd 

4 uf ... ,u·h 111x n·dut·t·d h.\ tht• IIIIIHUIII 11f tlu· t·n•tlir ullowC'd 

wilh ri'"Pi'l'l IU "ti('h I:IX llg1lill,l th t• lltX illl)kl'i'd h)· ( 'flsJ.._ 

''(d) l.1 \lll".\Tu •~s o~ .\ \lfll ~ 1 ot- Fuunco:\ T.\X 

10 " {I} Tiu· ~luuuut ul tlw Ht·tlir iu n ... JI("t1 ,,f 1111' tax 

II } ~tid ur nt·t·nu·d tunuy r~>nllll) ~h:tlluot nnc·tl till' ~lilt' 

J:! JI;UjMirtion nf tltt• tax UJ.!:Itin't \\ hid1 ~m·h t·rt·tlit j, lllkt·n , 

13 whit-h th" lnX Jlll~t·r\ t'Xt·t·" profll ot 111'1 im'ltlllt' frmu 

H ~>tlllft·c·~ wi1hiu ~nd1 c·uuulr~ lot·:ll"li In it-. t'lllirr c·~t'(''' 

16 "(:!} Tlw tuhtl amntllll uf lllf' nt·,(it ,.Jut.llllnt c·xc't·rd 

17 lhf' Mllw J•WJM•niun u( tbt• 111~ a£tl'lih,l wftidc r.udt t·rt·dit 

li'! j,. IJt~t·u, \\hid1 lht· hlXJ>4~t·r' t·\t't' J•rufit,. Itt·! irwunll' 

~ c·xc'""' prnlit-. m·t im'l•lllt· fur llw ''"''' l:l\1dtl(' )Tttr." 

11 Ou J'll,llt' !17. liut• 25. ~trikt• ntll " i :!:l'' 11 11d iu ... t·rt in liC"u 

'"' tlu·n·uf "72:r·. 

Zl On Jt:t.j.t(' 1111. lim· 1:L ,trikt• nul "7:!:~" 111111 iu .. c·rc in litu 

2t tLtrt•uf "i:!:!''. 
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iCor~o~COSGRF...'-'8 H R 10413 ..... , . . 
1\ THE SF\ HI: HI' THE r;un:ll ~1'.\T~~--

\t • ll,ri•l•ru·• d.n-. \t"GUT 61, 18411 

RN·I t•1• ... '""' n-r .. rr,..II<J rh• ('lllla~~ntt .... na •·~~ .. ,.... 

AN ACT 
To pro,· ide rf\"t'olUf. and fur otbH ptU"JI()o.t-!1. 

Be it MOclttl 1'.'1 liM .C:wa~ aNd lloMM of Rtpnmtta-

2 til'U of tlae Uniltd Stat~~ of Amuico in f!ongrw ouembied, 

That this AN Olli) IK'< dtt·d a~ th(' "Krt"'1nd H('n:uue Act. 

ol 1940". 

TITLE I EXCESS PROFITS TAX 

SEC. 101. EXCESS PROFITS TAX OP IHI. 

Tbe lnttrna1 Jtr,·t·nuc Ct.de iiO auwndt·d by i.n.serting 

aftrr t;('Ction 70H tht• (uiJuwing m•w ~nl"-·lu1pter whith UlRJ 

)I(' c·itNl a~ tlw "EM'I'MI. PrHfit-. Trt:\ ,\t·t ,,f IH-W": 



"SUIJCIIAI'TER E-EX('E~S PHOFITS TAX 

'"SEC. 710. UII'OSITI0:-1 Ot' T.·\:\ 

''(a) j)( I"':'ITIOX.-Tiu·n.· thall be le,·ied, collt.'\1t-d, 

and pai•l. fur ('3ch t.a.s.ahlc ~ t·::u IJt>gmnin¢ afttr Deumbtr 

311 J n:m, 00 tht• ('.I('CSS prufi(l lif't illt,"UUIC", U dt>fiDf'd i0 

H1:tiou 7 11 , of cn-ry cmpuralinu (txnpt a corporation 

exen1pt Ul~tlt·r 1-t·t·ti<,n 725)-

" ( 1) l :'it'f.)liB cnrnn.-H th(' taxpayer's tJ:t't'SS 

10 J•n•liU rn·di& U toD•J~lh·•l uncler ll"4'tion i I 3, a tu ~ua.l 

ll to l Vat J'U t"l'Utum uf tht! tmnual-tu Ul·t inn•mr, a. 

12 dl'liu<·d in U'ttino 13 (a) (~), plua: 

13 "rpnn adjlL~ttd ut·t·!~ prufiu nN intom<·l of 

14 lt·A thAn $20,000, ~;, Jt<·r tc·ll(IUII vf tl1e adju~tt-d 

15 UC't (•rufit.i IK't iocunw. 

16 10$).000 upvo adjwtf'd un·• profit-. ntt in-

17 1"•1116 H( S:?O,OOO; an•l UJ"'II adj•Hcd exfu~ prufit-

18 11<'1 illt'(lfllt"' in l"XCt"!.<t of ~:!U,()(HJ, tUld not in fX('fSI 

19 of ~>fl,OOO, 30 pt:r «·nturu iu adtlitiun u( -.urh t'l~. 

2() "$14,()()0 UJ'IIID ltljtbh-ff ("J{"('S.!I Jlnofilll Ot·l irt• 

21 OOIUC"S u( ~;"JO,()(JO; a11d UJ•nn acljtL'lt-d t:Xffl~ pnofiU 

22 nt·t ir.t•t•ut~s in Utt>.ss u( '~Jl),UOfJ, aud tJot in r.lt'('SJ 

23 of S 100,000, 35 fK'r t"t·utum iu adilition of ~udt 

24 t ':C('('P. 

25 .. S..'3l,500 upnh adju<.~rd t·l:t-ess pn•fib ntt in-



comes of aHXl,IMKl; and upon adjuoted excea proftll 

net inooml"' in f'l('('ll of • • 00,000, and not in exoeu 

a of $250,000, 40 pt•r ..,.tum in addition of IUI!b 

excess. 

"$91 ,500 upon odjllllled ouna profit.o DOl in

comes of $250,000; and upon adjuolod excea profit.l 

net inoomeR in Uet>N of •250,000, and not in excea 

8 of $500,000, 4!) per <'<liiiUJD in addition of IUI!b 

10 

11 

12 

12 

" 
15 

18 

11 

18 

It 

10 

21 

lll 

lll 

II 

• 

tXC"f'SS. 

"$204,000 upon odjuoted .,..,.... profit.o not in

roiDO!< of .. '100.000; and upon adjusted .. ...,.. pro6t.o 

net incom('l in eJ.('('II of 15()0,000, 60 per centum 

in addition uf JUrh ("J.('('tll. 

•• (2) ISt"t:)llf. ~\SIJ JS\"ESTBD CAPITAL CRBDIT.

If th• taxpe)·tr'• _.....,. profito credit is romputed under 

ltt'tion 714, a lax a~ folloW'I~ 

"Gpon ttdju~tf"d t"J.('('s., profit~ nt>t inoomfl of 

lrss than $20,IMIO, 20 per conium of the adjuoted 

exress profits nN in('onw. 

"$4,000 upon odju•lod ex.- profit.o net in

""""" of I20,UtMJ; and upon odjDAc.d tX«''I profit.o 

net incomt:s in t'Xr<'SS of 120,000, and not in exceM 

of $50,000, 25 JH'r ('('ntum in addition of sucb 

"Ill ,500 upon adjusted ex.- profit.l DOl in-



thi'DN of $!",0,000; •~1 UJ"<tll adju)ili'd exm.,., prt•fil« 

uet inconM"t io fX('-''SS •• r $i)(J,OUO, nod nut in tuets 

of SlOO,OOO, :JO , ... r H'llltUU ill addirion or <Otll'h 

excel'S. 

"126,500 upon adju.. ... ted cxt't:-s profils nt'L in

comes Of $100,()(.)(): and UJlOD adjU~t"d ('X('f'.~ profilll 

net incumt1 in urea of $JOO.OOO, and not in u· 

~ ol $2!",0,00C•, :J:, JK-r r.·rllum io ftdditinn of 

such tJ:Of'tl. 

JO "$i!J,000 UJ~D adjta.ttd U.t'lt'"~ prc•fil~ lltl iu• 

11 oomf.ai or $250,000: 1\.Ud "'"""' atlju .. red ('Xl'(<~ profits 

1~ net in('(•IU~ in (·X('t'51 or $250,000. and not in ex· 

13 cess or $500,000, tl) JX'f ("rlllUill in addition uf 

H such exCHJ. 

15 "$179.000 UJ'OU adju .. rt'd Uffll pro61s nft iJt.. 

16 tomn c•f !:)()(},flu(); auJ U)"'" adju:•tr•l tx(1':$..~ prof.1s 

17 net int-vmea in txff'll hf $."',no,oou, 45 pt'r nonrum 

IS in addilit•n of IUtb uaw. 

19 u (3) APPI.JC' ,\TIO\ CW R.AT.'a'i IS C'.'\.'"'F. 0.' tERTAI\ 

20 EX('IIANO.::S,-If tht" IUJ11l)(•f '!l Jlrl•ft'rr·nfiaJ rote llltlOlUll 

21 fortJJetan.ble yC'ar c·omJHtled uudt•net·tion 759 I relating 

22 to ct>rtain euhang<'lt) i!i lt·st than $500,000, then in tbt'l 

23 application of parnsrrupb ... ( 1) and (2) nf this m),iit'Ctiuo 

24. to !q!Cb ta.IJ~)'t'r, in li•·u 4•( t•ft(·b Rn•nunt , <tiber than tht 

2:i ptl'Ct"DUII!t'S, !lptrifttd in suth J•ara,..~phs, tbf'rt ~;;_ba)) be 

26 ~ulMituted an l.munnt whi•·h ll('~tno tlu• ...arne ratio 10 tbt 



5 

l'Omputt.·d hrn111 to 8[){)(),000. 

"(b) DE>1~1TIO~ '"' .\oJt'ST>:n F.xcAAS l'ROPITS 

SET lNCOYE.-.\s u'lfld in thi11 ~f'(:tinn, tbf' ttnn 'adju..;,ted 

ex~.; profit~ nt>t iru·u111e' in tht ca..ct" of any tAxable ~·ear 

nl('l.n'S the eX("('"! }lnlfi~ Of't income minu!t the 'IUD\ of: 

u(l) Sl'P.OIFI(' r:xE~fPTlON.-A specific cxenrp-

tion of $5,000; and 

"(2) Exn:."5:.'\ PROP't"ni cn~ron.-The amount of 

10 Ole u:Cf"-.S profiu ('hodit allowrd mrdrr '-et1inu 712. 

ll "SEC. 711. EXCESS PROnTS NET INCOli E. 

12 "(a) TA.XABI.£ YI!AIIi! BllOTNNll<O APTER D>:CtnrBER 

13 31, 1939.-Tbe rxe< 1 prufits net iJICQmc for any l&llble 

H ytar beginning after lloumb<r 81, 1939, ahall be !he nor-

15 mal-tu nel in<"onor, •• dr·fi"'..! in <<'<lion 13 (a) (2), for 

16 toch ) ear t'X('t·pt that tlw foll••wing adjn.,tn1tfttA ,:haU be 

11 made: 

18 " ( 1} ExcEt;S PUOI'ITS mu:otT OO:o.J J'UTEO UNDER 

19 INCOllE (.'RFJHT.-lf the U<'eSR profii.J C'l'tdit is computed 

tO under ~ect:i<m it3, 1be adjus.tme:nrg •hall b<' u follo"--s: 

21 "(A) lnrome Taxco.-Tbe drduorioo for taxes 

22 shall be iotrrased by an amount equal to the tu 

uoder Cbaptrr I for sueb taxable year; 

"(B) L<ong-lem1 Capital Gain• and Lo>se..

Tbere •haU b< txduded long-tenn nopital gaios and 

3 
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1 ....... For lhe purpo«~ nl tbit oubJIOl'OPpb,...,... 

1 my olhonrioe romrtituting a t'Apital - tballtlll 

a .. ........ 10 .... exduded from the dofinitioa Ill 

' .... ._ he<auw it wu of a chan<1er wltidt io 

I -.bjoc to lhe allo.......,. fur dtp...a.tioa .......... 

8 Ia _.. 23 (I) ol Cbapeer I ; ODd 

~ "(C) IIIOOIDO From R .. iremtnt or DiJoharp Ill 

8 Boadt, aud So Fortb.-TI••re obaU bt euluded, Ia 

t ... .,.. oluty corponttioo, incomt dtriv.d from ... 

10 ,._ or diodlorp ol uty ol ill boatlt, ...... 

U ....., -. or ~ or other m.J.. Ill 

U .........._ which ba .. been CMIIIIoJidiar for .... 

l3 ..... ...,_IIIOiltht. 

14 "(2) BJ:c- PIIOYITII t'REDIT COMPUTED .,,._ 

1$ 111000 UD II<VI8ftD C.l.I'ITAL I'IIBDIT.-If ... -

H ...... tntli& io _,puled andtr _.. 714, tbe Mjolt-

17 11101111 tbaJI bt u followo: 

18 • (A) Diridtndt R-..h·ed.-Tbe credit ... 

18 oiliridoaolt .-ived tbaJI apply, witboal limitoliaa, 

10 lo oD dirideatlt 011 Jlook of aU rorponlioao, .... 

11 tliftloatlo (~ or ronatruclivt) 011 IIIO<l II 

II fonip ponoaal-boldinK rompanita; 

211 "(B) Intemt.-Titt deduction for iDt11'111 

lN tbaJI bt ved....J by an amount whim is the -

• 



-~~ int•- on tho indebt..t.a a.m...cl ia die 

daily amounto ol borrowed capital (cletermiDed 

1 under ,...tion 719 (a) ) •• the pei'<Otltqe wbicb .. 

• IUDl ol the daily amonnll ol loornnrM ia._. 

1 01pital (dtttnnined onder OO<tioe 7111 (b)) it al 

tho oum ol the daily amountl ol die loornnrM 

capital; 

"(C) lnt'flmr Taxes.-111e dodurtion for taDI 

ohaU bt inmoaoed by an atiJOWit oqaol to the tax 

Ill omder Cbapeer I lor lOeb taxable ,_; 

U "(D) Long-tonn Capital Oaina aad r-_.-

12 Tbore ohall IM• excluded gains or ~ to the ... 

12 extent as pro,·idod in paragraph ( I) (B) ; and 

If "(R) Income From Retiremenl or Diacbarp 

II of Bond<, and So ~·orth.-There ahaiJ be ••daded. 
II in tbe cue of any rorporalion, income deri...I "-

11 the retirement or dio<barge ol uy ol ill bon4o, 

18 dth<-nturt'fl, noiH, or C1"rtifitat.ft or other eridena. 

II ol indohtedn<~~, ,.·him have bten oatlllnding for 

• mort than ridtff'f'D tnoGtht. 

II "(3) TAX.&BLB TB.&a ..- T1UlC TWIIL!II 

• MO!<TIII'.-11 tho taublo year it a period alleas tboa 

11 twtlve month~ thf' tx('("!!.S profits net ioeome shall be 

II plaeed on on annual huis by multiplying the amonnl 

.....,., by th• numl .. r ol dayo in the twol .. moalbs ead-
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• 
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• 

10 

u 

D 

JJ 

K 

11 

11 

rr 
:Ill 

Jl ., 
11 

D 

28 

II 

• 

• 
.. wilb ....... of ... &uahlo year ..... c&Yidiac ., 
11M llllllber of days iD the tanble year. The tu -.u 
lie _. port of llle tu eomput<d .., ...m ODDaal lluio • 

... ...... eldays ia tbe&uahlo ~'ftr ill of llle......., 

el ..,. ia lho twm. mnntho ...dinr with the dooe cl 

dae..W.y.r . 

" (b) TUABLB YBARII IN RAilE Pnroo.-

M(J) 0111<1n1AL •u1o11.-Tbe ...... profits net;,. 

- lw any tuable ~- tubjort to the Rnnae ,\a 

of 11188 ..... lho normol-cax not i....,.,., u deftaoll 

iD oodioa 13 (•) of oaoh A<1 ; M4 for any other las· 

ohio y.r begioninlf alter D...mh.r Sl, 1937, ..! 

Ware Jaoaary I , 1940, ohaD be the l)ltcial-dus 1101 

a.-.., • .s.tm..1 iD ....non 14 (a) of th• •rplieaWe 
.....,_ law. In oilhn ...,.. tit• adjn.ootm.nt• pro ..... 

• )llltlnJlll (t) of thio •'-tioa oball lie ...... 

(:Jw ......... ad,;.icments iD - of oertaiD ........ 

--., .. oodioa741 (e).) 

"(2) Ao.rUITJI-.-

"(A) ._ Pro&la Credit ComJM1Itd U ... 

r- c.Mit.-U dJf .,..,_ profito cndit it

,_. ....... oodioa 713, tlleu the ad~ .W 

Joe. followo: 

"(i) r- cu ... - Tbe Waelioa lor 

- ohallloe iamutd by •• - ecpallt 
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9 

tbr tn:< for such t.as:ab~ )'NU undt-r Titl<· J 

or Chnptl'r 1, as the tiUit' n.a~· h<', of th(' rr\'t"nue 

law ftJlJJlicable to su<·h y~.,; 

"(ii) Loog-t.nn <apitall!llins and loao..

rbore •haD he urJ.ulod lor•!r-4•m• rapilal ~ 

ond~; 

" (ill) lftoome from rwirem<"nt or discharge 

ol llooda, and 10 lorlh.-Thm •haD he .,._ 

eluded, in the cue of uy corporation, iocome 

clori.-.d !rum doe .............,t or di..Urge ofiDy 

of ; .. bonds, dellenluroo, aOitll, or oertifi<alel 

or Olbtr evideaceo of iadebU!dn ... , which haTe 

been outMinding lor mon1 than eighteen 

mootha; 

11 (iv) fequili~· leaft.-'000uc1ion' far 

IOS$M: arilling fnmt firtJ, 11to~ thiJIWTf'('k, or 

oth<'r <"&ualt~·, or fl'Oill tbfft, not rompensatrd 

for by ill!IJUI'8nee or othtrwite, 1hall not be aJ.. 

lowtd; and 

"(•) Repayment to 9ftld ... of p....,...;.,l 

tu.-Tbe dodutlion aod,.,. ll('flion 23 (1), 

lor ony .. ublo y .. r, lor expellll08 ohall bo 

d-oed by an IDlODDI equal to the IDlODDt 

dodaetiblo on .........m of any ,.payment or 

cnodit by the rorpontion 10 i .. nnd.o of IDY 

9 
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11 

11 

11 

11 

11 

• 
11 

ll 
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- ann11atablo to any tax uaclor tho Apt. 

eollanl Adjaolmmt Act ol 1933, u ..,.,.,., 

Far ... ~ ol this cia.,., the ad;,..

far 1M &nt tual>lo ,..ar in the bue period .. 

..... - ol the IJDOOIIII oo dedD<bDla .. 

..m year Ol'f'r thf' amount in<'ludible ill ,_ 

iaeamo for •oh yoar by "'"'"'" ol tho tax tmdor 
_... Aet whieh ... u not paid, and the • 

,;.t-all« uy ~ taxable yeor io .. 

- period ahoiJ ............ ol ... -. 

dodaetihlo for -.,!, yoar and all pr<rioao ,_ 

ia lbe hue period onr the amounts to iacludilt 

ill .,.. in..- lor mrb yeor ADd aD prom. 
taxahlo yoan in the bue J><riod. 

"(B) &- Protito C..dit ComJ"ItH U ... 

1-and lnnoted l'apital !'rt'dit.-11 tho

pn6lo cndit io oomput..t under ~'«lion 714, M 

the adjaolmenta oball be •• folio"': 

"(i) Diridencb, inte-. ADd taxoo.-ftt 

anodit for diridet>4o rt'<tiv..t and the ........_ 

far -... and taxes obaJI .. adjaoled ;, • 

- oitttilu to that prorided in ........ 

(a) (2) (A), (B),aad (C); 

"(ii) Loar·"rm capital gaina and....,_ 

Tbon obaJI be mluded loag-term capital pi{l 



10 

II 

12 

13 

II 

.. (iii) Iorome from minmeot or discharge 

of bowb, and tu fun h.-Thrnr ~ball be tx

cludtd, in tlt(• cmt.• Hf Any c·urporati•m, infom(' 

derived from the rrtirrnwnt or di ... rhargt" of 

any of its hnnc1", drbrntun.~. noU•g, or et>rtifi

c.ate" or f•tl•er .-.,·idrnC't·t t•( iudt·ht«·dnM~~. which 

ha\"e bt-en out"'ancling (nr rnm·e than ei~:bttrn 

montru; 

"(iv) Ca..mahy lnutS.-Dt-durtion:s for 

k)'.~ ari,ing fn101 firtS, ltnmL"t. iiltipwreck, or 

other c.a~ualty, c•r fnuu thrft, uot comptn!'.ll.ted 

for b)' im.uranc·r M otiJrrwi!W, .J,nU not ~ 

allow('d; And 

11 (v) R('paynlf'nt t•f proc~ing t.u io 

vendt>t11.-Tht deduction undc·r ttction 23 (a), 

for anr taxat.ll' )'t'ar, for tX~ thaD be de

Creut"d by an amount tqual to tht amount dP

ductible on atcount uf ftn~· rtpaylllf'ot or credit 

by the rorpnratiun to it' nodre of a.ny amount 

attributable to any tax undrr the Agricultural 

Adjustment Art o£ 1933, as amended. For the 

purpose.s of thi11 C'lllu~e. the ftdju!<lmrnt for the 

Mt t.uable ytar in tht hasf" pniod •hall bf tht" 

exoctt of the amount to dt•h.&,·ciblc for surh year 

over the amuunc includible in gross in«•me for 

9 
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liUfh year b,y rea1n11 of thr taJ: under surh .\C'I 

.,·hirh wa.s not paid, and the adjustm<'nt for till)' 

~ocrrrding taxahlr ~·~r in the ha~e period !<lmll 

be tbt t.J.C't"'IS nf tl•r amount ~o dedurtiblt fur 

!tllda year and aU pn:·,·i-·rn .Yf'll"'!' in thr ~ 

('friod onr tl1t nmu.mt!l: 10 indudible in grna 

inrome for ~urb p·M ond all prr,·iou~ tu:ahle 

)"<'ars in thr baH' JWrit.cJ. 

"(3) CAPITAL tiAI:OO:-. A'\U Uh'l:. .... -}'nr the fl'tr~ 

10 JlOM"' of tbioo& !'ul~·tinn tl1t uoruut.l t.u:. nN lnrumr and 

11 the •Jlf-.:ial~la• Ml incuntf' rtff'l"~d to in pe.ragr1('h 

12 (I) t-haJI be OOnl))UtNJ as if f.('(·ti110 11 i Wt•f(' pllrt (){ 

13 the rc,·rnue law apJtli('abi('J tn the tnxahle yrnr tbr 

H flU't"'l rrofitM od i.D~·n~e flf whirh i.>~ bring computf'd, 

1.5 with tl•e Ut'f(lliniJS (.\) thttt Jl"•rn1.Y flthf'rwi!M'! f'l~ 

16 tolil•1tin5t a ('lllpital 8Yd Nutll hot, if hrld ft•r lunrt 

17 th.a.u tightN'n mond•"• ht' dt·f'mNI tn bt rx(')udtd 

18 frOII\ th{' definition of !itll"h I('Ttll IJtC<IU!'{' it Wll~ 

19 of a ('haracter which ii ~eulijtrt to lhe aUuwRnt·t 

20 for drprt'ciatiun pro,·idtd for .in •N1ion 23 {I), and 

21 (B) tba.t the ntt ,:b~trHtml ~11pi1al k"" ClH'T)'-il\'tr pnt--

22 '·ided in oub,ection (~) <•f ourb section 'ball be 

23 applicoble to net short-ttnn capiml los<rs for tuable 

2i )'tars beginning after Oc<'<'tnlM·r 31, 1934. The ex· 

2.'! ooption pro,ided in cla .. c (ll) ;hall no• apJ•I)' f<•r 
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the purpust'S of rumputin~ thf" tax nndfr rhi~ 'uhrhapter 

for any tu.x:thlt> yrtlr bt'ginoing before .Ttumary 1. 1941. 

"'SEC. 71%. EXCESS JlROrJTS CRE DIT- ALLOWANCE. 

"(a) Dolrl!liTIO C'<lllPORATIO"S.-Jn lbe <ase ol a 

domo.tic OOr]l<lrati••n, lbe lint taxable year ol which under 

this subchapter hfgins on any date in 1940, which wu in 

existence during the entire forty-eight montht prior to such 

date, lbe acess profiu credit lor any tru:ablo year sltall, 

t.1 tbe election (J( the tupayf'r made in ill l'flum for aruch 

10 taxable year, be an amount computed under ae<tion 718 

11 or section 714-. p :ur tlf"diun in <'ttM (1f rtrtain l'f'Organi· 

12 zations of corpomtious not fttanlified undrr tbo prereding 

13 sentence, «ce !oOeNion 7-11,) ln lhe Ci\Se of all othtr dome~tic 

14 oorporation.s thr f"XN'IS prufiut cn'dit for an~· taxable year 

1~ .,lWJ Lf. an amount toml'llh'd undrr ~t·ttiou 714. 

16 "(b) FoREios C<lRPORATJOss.-Io lbe .... ol a lor-

17 eign corporation ('ngagrd in trade or bu11ine-~ within the 

18 United States or having nn office or place of blbiness 

19 therein, the fin:t tauhl~ year of which under this sub-

20 c:bapltr begitd on any diae in 1940, whic·h wu in emtence 

21 1.111 the day fort)·~ight n•onlh$ prior w litlth datt a.nd wbid1 

.,., at any time during cAdi of the taxable )'f'&nJ iu &Ut·h forty

Zl eight months was eng•tfet·d in trndc or businc• within the 

2-l l'nited States or had an officc or place of busintw tltereiu, the 

~ t.z.cca profill l'rrdit fnr any tua.bJe year !-hall be an amount 



computed llDdt·r !'=tctioo 713. ln the t ... "<" of all other !lldt 

furcigo eurporatiolb che ext;tSi pruGts tndit for any tau.ble 

Jt&r shall be an amount eomputed under ~ection 714 . 

.. bEC. 71&. EXCESS PROPITS C'REI>IT-U.\SED ON INCOliE. 

"(a) AliOVST or-· ExCTN5 ]•taU:n:i Cu&mr.-Tbe 

r.u"CCI l•rofill credit for llll) t..U.:th1r J4.'1lr, <X•mput('d under 

.. (1} J"hUU:STIC: ('UIU'UIUl·IO~:-..-lo the a1t ol 

a domotie t,:OfltOration. du· &Hrl5::e liMO prriod Dtt 

10 inoomt", lli ckfi.nt~l in wh~tion tb), inrreaJtd by 8 

11 J't' n:Olllnl ••f the ntt c-aphal a•t.litiun, u drfinfil in 

12 ~llbst.i'tion ((.'}, or dt·n('ll~"'l lty ti ~~·r c't·ntum of the 

lS nrt t'8pital n·durtit~n, Ill t1t-fiut·•l iu lltb>.(•t·tion (c). 

H "(2) 1-"'mtF.IU~ ('t)Ht ·uR.\1"10~~.-ln the m.,o,e of a 

U fnn:4!n Ct»flM•r'llion, d1fi IHftJ;'t' IJ&&e J»f'riud Dfl income'. 

16 u(b) .\'f"P.IL\GR lh .. •Ul Puuuu \u j~('())lt:.-For the 

17 purf!OtN or tbis teHiotJ the l\'f'r8t<' IJ4.U' pt-riod D!:t inrome 

18 of the ta.t()l!)'tr .. _hall be tlf'tt·rnLiue~l u futlu-. a: 

19 " ( 1) By tumptniu~o: tlw IJ;trt·f..~le of the exms 

20 pwfi111 ntt intttllll' for t·tu·h of lhl' tuxuLle )"CAn! of lhe 

21 IAXJIU)'Cf beWnniug aftt·r Ut·ftlllht·r 31, 1935, and bt-

2'J lore January I, I!l-,10, rt~hu···d. in the we of each 

23 JUc·h tax.ahlf' ~·t-tr in wt.idl thr dt•dul1ious plw the 

::!4 rrrd.it lor dh--id .. n<U Jl"("t'l\-t"11 t•sc·rt~t~·d the gn>!"" ~. 

Z b,y the amuunt anril,utahle to Rlt·b n:«tS andrr 

26 po.ragnopb (4). 



Ill 

"(2) By dhidiag tbe OJDOalll .-rtaiaod liDIIor 

poropph (I) by tho total IUIDibor ol ,_., iD illl 

..... loDble yan; ODd 

"(3) By multipl)iag the....,. --..i ..... 
poropph (2) by tWeM. 

"(4) For the purpooes ol-ppb (I)-

" (A) In determining wbothtr, for uy tuaiJJo 

year, tbe declul'liooa plus the ..-..Iii for diYideada 

,_ived ••oeeded tho - iDoome, ODd ill deler

miaiug the ..._t ol _, e- doo adjaolmeato 

provided in Mdioo 711 (b) (2) (A) oltoll bo 

made;and 

"(B) The amount attribatable to uy tua1J1o 

Y"" ill wbidl tb- is l1ldl an • ..,. oiWI bo the 

amount of IRI<h n.-, euopt tiW ...., .

sbaD be uro if tbo,. is ooly - ...., ,_., or, if 

more 1han onr, shaD be zero for the year io whieb 

such n~ ;,. lhf' ~atm. 

" ( :>) In no no,. aball the avongo hue period 

Drt inoome bf. ~toss than RrO. 

"(6) For romputation of ovongo hue period DOt 

8 iDrome in CUf of rt"rtain reorganization~, we eeetioD 74!. 

• a (c) All1UIITIIBJ<T8 IN EXC1188 l'lloPITS O..Orr Otr 

II Accoun or CAPITAL CJUNo1!8.-For tbe - t1 .. ....._ 
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• ( 1) 'l'tlo aa copital oolcli&ioa lor lbo tauble ,_ 

.... bo ... - dioided by "'' IIIIIDbor of daJI io 

... tauble ,-r, of lho ogrepae of lho .a, ..... 

...... .. ... clay of lho tuable ,.. 0 ...... .. 

....... of lbo doily .. pital rodadioa lar ...... , rl ... _..,... 
"(2) Tbo aot .. pit.al ndudiou lor lho tuaWo 

,_oWl .. lho - diriclod by lho ...... of .. ,. 

.. .......... ,.., of lbo ........ of doe doily ..... 

....... far ... day of lho IUablo .,... ....... 

......... of ... doily capi1al oddilioe lw _. day rl 

lho tuable ,... 

• (I) 'l'tlo doily •pitalldditioo lor any day of lbo 

_.. ,_ oboll bo lho aqrtple of lhe - rl 

_, ad JI'"OP"It)' poid in lor .ud, or u poiHo 

_,.., or u a oootribulion 10 rapital, aher lbo llo

&Umi"' of lho IUp&)·or'a lint t.uable year UDder tbia 

11tbobapler and prior 10 aueh clay. lo determinU., 1M 

- of any property poid in, tueh property ohall M 

iatJadecl in an IIIIOUDt cletel'llliD<d i.o lho lll&lliiU (ft' 

riclod in Mdioo 718 (a) (2). A diltributioo by lbo 

IU(l&)'tr to ita ahartboldcN in ill stock or ricbtt It 

~,.;.. ita atoelt thall not be "'garde4 as DIOIIOJ 01 

property poid in lor stock, or u poid·io aurplul, or It 

• "'"'tributioo to capital. Th• &mount ucert&iD«< .... 
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lhia poracrapb •h•ll be .. d.,..d by •h• ...... if aay, 

2 o( the .-:n·ludf'd c1lpital for su<'h day OH·r tht~ ruludtd 

t'apital for tlu• first day of the taxpayer'" fint taxable 

_yt·nr umlc·r thi!'; ~ulK·hnpter. For the pnrpostt of thi~ 

JNtrHI{I"UJ•Ii tlw <'Xdnd('d capital fur tlll)' Wl)· t~hall he an 

amnunl t'jJtull In tlw ~um of thr follo"·ing: 

t•f rhr br~rming uf ~m~1 d1ty, of nllli«aliou!l htld by 

10 llw IUJI!ft)t·r ot tht ~~~innin.s: uf rnc-h day, •·hirb 

II ort· .J,.,...,il.·d in ,...,1ion 22 (b) (4) (.\) , (8) , 

12 or (C) nny )•art of thf' inttrMit fron1 "'hidt it~ 

13 t'lH'Indihlr from gt"OS8 inromt• or alluwahlr u & 

14 c·rf'dit nguiu11t ntt inrome; and 

15 .. (B) )ol.t~ J'U ('('llhllll hf till' IIKl(l'r'jt*tt· of dtt 

lti adju~h·,J ha~i-s (£ur dt-h:nhiniuK lou upun Mle ur 

11 t·xc·hnng•·} •!( uf rlu• l•·giuniug uf lllU'h d.y. uf "'hlf.-k 

IS llf'ld h)- llw ll•XJ)llyt·r at tlw l~t•.ciuning uf !ltu-h tla)·. 

19 .. ·it!. n..,.pt·c·t lo di,·idt•Juls upun whid1 lh~ rrt·dil 

20 prm·ifh·d iu !'(•etion 26 (h) i~ ~ttlowut.lf'. 

21 Tlu· duil~· (·npillll aclclilion slmll in 110 f'tl"'f' IH" l.'fll tlum 

22 un•. C FCJr dHil~· <'8pirnl additiuu" aud rt·duc·liun" in 

3f "(4) 11u- cbil~· C"a)•ital n.•tlurtiun fur "ny dny of thf 

II luablo y .. r •baD be th• •!!gnpt• of lh• ..,,..,.,. of 

U.R.I().II:I-2 
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tliolribalioao 10 shan-holden, nul ool ol NllliDp .. 

1 profill, alkr abo b<giuniOJ: of the t••I•Y«'o lint IUIIIIo 

1 .,.., omclor this ouh<IIAf~" and f>rior to l1l<h day. 

' "'I&C. n&. EXCESS PROt'ITll CHEUIT-IIASED ON INCOJq 

6 

• 
AND l N \'ISTED (.'AI 'ITAI .. 

u (a) .AKOU!"T ot' t:xn~~ P11onr:-~ ('u•:mr.-Tbe a-

7 Cllll pro6ll c:rt'dit, fur auy taul•lo ).rnr, tniUJ•nh-d under thil 

1 Mldioo, ahall be the amount ,,,mputt'tl undu JUbsectioo (~), 

1 (e), (d), or (•), .,. tho ''""' ,.,.~ b<. If the t.upoyor'o 

JO Pftlen-atia.l rate anXMWt t"OIIIJlUft'tl lllult·r SuJ'I'Iemtbl B a1 

U Part 11 (~Jating lo ('('f1ain f':lliUillgt·~) is ks.'l than $500,000, 

U lbeo in the appli<atiuu of au!.,..,.,;,.,. (!.). (<·), (d), or (e ) , 

18 u the cue may be, uf llais IM•t·liuu In foudr lltXJNt)'('f, the prel· 

14 ereatial ra~ amount ao <•uluJ'Uh·d •lmll '"' sub~thured far 

16 $500,000. 

It "(b) INVBSTW ('.AI'IT.\1. .-\~U IAJ\UJ;T L~\"Dn''D 

17 Cunll Nor ll.ou TnAs t:,nn,uun.-Jf n~ithrr the U... 

18 ftllfd c:apital (cklf'ru•inrd Ulltltr M't1ion il5) fur sodJ tu.· 

11 able year oor the lo•·~t innl!lt·tl t'!t)•iral (drttmtined under 

30 aube:ectioo (f) of thi!t fi4•t·tior•) j; mun• tlmn $500,000, 

21 1hea-

22 u ( I ) I X\"I!JlTEU ('.\I'IT.\1. ~liT ;\IOUE TIIAN LOWIIBI' 

23 I NVEB'I'ED CAPITAL.-]( ttu·h iun~t('d C'apital is oat 

:Ill more than tht 1o ...... in< .. i•·d '"l'ital. the buo prrioi 

• JIO'-~ (u defined iu oul,.l'tioo (f)), or 7 ,. 
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tc'ntum, whidU.'\Tr icot the grruh·r, of the amount oliGCib 

invtstNl t'l\l•itnl: ur 

.. (:!} I ~\TSTl:ll ('.\J'IT.\1. liCJR•: TII.\S' I.O'A"BBT 111-

n::OTEU L\I'IT.\L.-If ruc-h iDH!!Itd t1l(JilaJ if more tbaa 

ll1e lo\\'t'SI iuw~l'•l t-apit.o.J. au oruow•t tqua1 to the IIIDI 

of tlm fullnwit1g: ( .\) Tiu~ bftM· ptrintl ptrtentage, or 

7 JH'T t"t·ntmu, wl1it·lu·nr i!l tlw grt'lllt•r, u( an amount 

~1ual tu tlu· )nwt•si in\'t>:ih·•l t'ftJ•ital, aud {B) 10 per 

t'ei!IUDI u( till' IUUOtllll by whkh tUdl inn'!ttd capital 

10 txt't"rtb the It.."'"'' inH'!tt'tl ..,_r,it:tl. 

11 "(l') hn~il:l• C.u·JT.\1, XoT )loat: TIIAS 8500.000 

12: ASD :Unn;:.;.T l!\n:t'n:n ('.\ I'ITAJ, lltnn·: Til AS 1500,000.-

13 If tht' inH:a;tt·tl ru)'itnl rur tlw t.uxnhll~ ~·rar iK not more than 

14 t;JOO,OOO, and tbt• low('!t i.JJwstt'd t11J•ital i111 more than 

1$ $.500.000, tlu• lnuc prrit~l Jt<'rrenl4g'f', or ; ptr C'f'Dtum, 

16 ••hicht:\"er iJ tl~t, gn·at..r, uf web inYMIIt-d rapital. 

17 "(d) lsn:. ... n:n ('.\I'IT.\1. ~loRE TII.\S $;j(N),000 ASD 

18 low~T l sn:sn:n C'.\I'IT.\L Xtrr l imn·: TII .\S $."')()0,000.-

19 U the innw·d ,,,pi!al ft,r the tau111" yl'11r d more than 

:1) $500,000, arul tluo lnwfSt inn>strd I'B('ital i5 not more than 

21 1500,1)00, an aruouut t"qll:ll to !he tum uf tiJt! follo,.;ng: 

22 

23 

:II 

" (I} Tlu• ha~(' periud pert'f'DIIt~~. or 7 per ~ntum, 

"'·hidlt'\·rr io~ thr J.:ft'ah:r, of an nmnunt equal to the 

lo\Vest in\·t·MNI capitali and 





10 

II 

12 

13 

II 

15 

16 

17 

18 

19 

21) 

21 

!!:! 

23 

24 

21 

amount hy whirh -.m·h inw~tf·d c-npit:tl c·xc'i'td" tht 

)owtst inw~trcl c·:tpil~ll. 

Lttiu~: In nrtai11 c·whnn:.rt·~) tht· ~t·nu 'h11'1' pc·rintl' iu 

thP c·n~t· nf nil,\' 111\jlli_\C't (c·"·t·p! 11 111\p:t_\t·r ck,t·ri iH·Ii 

in ~uhJmnt~:"tUph (B) uf thi~ t••Hll!.!:r:lpl•) nwun..; tlu· 

t!'lxahJ,. yc·"na lorJ,..;ItHin:: -11fh•r llt'C"C'IlllH·r :11 I !t:;a. nncl 

llf'fnno.J:~.muar.\·1, 1!1-lO. 

"I R) lu thr c-:t,.r uf :::1. tn)•ll}t'f tlu• fiN ranhh· 

yc·ar uf ''t.id1 1111111-r thi· -.ultdutptc·r hq;in!l uu any d:ltl' 

in l!HII, "hidt ,,.,~in f•xi .. INU't' clurinll nnly l'''rt of thl." 

ft•rt~·-.·i~ht wu11tb• 1•riur tu !'111"11 d·ih', tlw h:l"t" Jl('rio•l 

~tu.ll. 1"\11'1'' "" J•rm·i•J,.,) in !O('t·tinn 7!'•-l {n·l:.tin1.! tn fft· 

"(2) (A) The tenn 'base pt'ri"d net income' 

mean~ the aggrC'gtlte of the nee~:, profits Ut't income for 

each of the- t11nhle yeaJ""'i in tbt '"'"~ prrind, reduced. 

in tlw c,1w •·I c•ad1 .\'f-ar in !oUdt ~~·rin•l in whid1 thf' 

tl.-dnr1inn~ J•hlill tht t·rt·•lit f11r .ti,i•l••llfb n·n·in·tl t'\.

n-t·tlt·d flu· J:f~>'L." itwunw. h,\ tlu• !llllniiHI nttrihnt~lhl«• to 

~~wh 1'\.t'l'fri!'l mull'r thi ..... uhJJ~l1'11JrmJih. 1-'nr Jln• Jllll'p•,,t., 

of thi" tml,p:tniUTlll'h in dt·tt"nuiuinl{ wln·tlu·r. lor 1111,\' 

tA.Uhit• ,\t'lll'. tltf' tf,·thu·tiull" J•lu~ tht' t·tt-tlil fpf tJj,·idtruJ, 
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1 noeiYed. ~ the ~TuAA iurouu-, and in delermDiac 
1 abe amoaat of mC'b exN>SS, tlw .Adju~tmf'Dll provided il 

a Mdioa711 (bl (21 (H) ohlllll>enJOd<;ondtbe-

f aatrilacable to any ta.Uhk- yrar in • hit-b there is .m • 
OCIIII lball br the amount of liUth nf'f!ll!l, txc.pt d.l 

8 IDda amoool thaD 1H! urn if tJ1cn' i• unly oot saeh ,._, 

T or, if more than ont>, folutllll('t zcrn fur thf" year io wbicS 

8 .a. fSCftl ilth .. grtaiMif. 

I "(BI ID tbe .,.. .. r a !>>payor th< hooe perioi 

10 ol which ;. d<lrm•innl under l"'lllJ:ntm (I I (BI Ill 

n this .ut.rdion, the f'.Xft'g Jlrtlfll8 fJd inromr for .. ,. .. 

1J the taxable yran thf" ifiH'!oltd t·ttpitaJ u( whicb is OOID-

JI J"llod andrr pangrat~• (:l) >IL'll t •. thr oum, moltipliN 

16 by the number ol days in tnu l1 taXJ1blt y• .. r and dividN 

Jl by tbe olllllbtr or day• in tb• "'•he moow mdior 

16 witb tbe do... olth< tnalolo )<Or. or (i) 10 prr ...... 

1'l ol10 ruuth of the amnunt tit h:nnin .. tl undt'r parappb 

18 (5) (B) uf this sulJSf't·tinu 11!\ tint~ uut n«ed $500,000 

19 aod (ii) 8 pt•r l'f'Diwu uf till' rc.:JIL"tinclt·r uf Nu-b amoaL 

20 "(31 In tbr oo~ or a taxpaJrr th< '- prriool Ill 

D whim io drt<rmined und<r 1-"••gr•ph (I I (BI Ill dlio 

Zl -~011-

23 u (A) The in\·~tt·d c·u1•itnl for tach ol the tu• 

M able yean o1 tw•h·< montbo ( l><ginninc witb 1M 

• bepmiDg ol its bue period I during tbe ....... " 



10 

11 

12 

13 

23 

whid1 it was not in fJish·n•-e !'hall be the amoaat 

dt·trrmiut·d und('r parRgtnJ•h (5) (B) ol this .... 

·- ( n) Tllf' inn•!-INI l"'fti•ital rnr the tuable 

~·t-ar C'~lrui,.tin~ of du• rrmaindrr of that part of ill 

ha f' p<•rin•l durillJt whkh it 1\'U not in nitlteoee 

~hall ht· tht' .Rizlnnut tlt•h•nninrd nndt"r paragraph 

(!1) (B) nf this :-nhtt•t·lion n111hipliM by tb~ num

IH'r uf cl:l)'l iu JUd~ n>mnindt•r, and di,·idf'd by the 

nuTHI.n n( days in the rwrh·f! months ~ng 

til(' (il""!t tl11y t•f its t·xl<Jtt·n('f', 

''{4) ( ,\) Ext'f'J•t os pnwitlt•d in tm1Jparagraph11 

(H) aud ((') nf this Jl:H'tt.l.:'rnJ•h, the lt•nn 'ha~~e period 

ptrN·DIAgfl' mf'Ans the }'lt'rt'('Dillla"f'l wbith the but ptriod 

nf't ioro~ is of rht> •~~rrt'i'ah• of the in,·rstfil Npital 

(nr «'1d1 nf rhfl tn11ble ymn in thf' ttra.w prriod, but 

~m·h pt n·e·utJtt:t• 1-hHU nnt IH' lt'H tlum 5 nor mor'f' 

thnn 10. 

"(II) t:xrq•l "' prnvi<l<·d in •nh(Ml'llj!nlpb (<') nl 

thil ('ant~ph thr trnn ·oo~ p<'riocl ptfl'f'nlajte' as 

I('J'lit tl to a JUCC~r (a• tlrfinl'tl in ttrtion 750) IIH'aDI 

tl11" Jl(>rt't'lll&~t· whirh thfl 1Urt..1".Mur bur period ntt 

illf1llll(' (11~ ddt•rmiJlf'd tuult•r Mf'Niun 755) is o( the 

I!Ut'C't"SJur lw•t' p<'rivd inn~h·tl t·npital (as detennined 



M 

-.. ......, 7561 huJ _., .,.,.... .. ,.~ .han ""' 11o 

J !roo dian 6 nor"""" thaD Ill. 

"(C) ] n thf t'A!If' uf a rrnu"'frrt•t• 111 .. 111 llll rx1·lum~ 

f (u defint'd in M'<'linn ;.r,.-1} rlu• hu .. t• JWri~HI pl·rti'niAgt' 

8 

' 
10 

11 

12 

12 

16 

u 
II 

11 

u 

u 
Ill 

21 

23 

23 ,. 

for 1M tuabk ytar uf llu'l nt·hrtllflt' rnul fur Mlf'('t't"dinc 

a.uhle yean ..baD bf. dt•lc-nuiru-.1 tm•l•·r N"t·tion it)H. 

•• (5) E.uf.pc u pru\·idt.-.1 in llC'I1inn -;;,; (n·larinc 

to ct11ain nt"haDt"). in thr ttl!(" nl a htJ.J•Jrr 1rMrt. 

wu in ni!!ltf'~ hHo~ rl•e 1 ... -.:innin,r nf it11 fiN tnAbif. 

yrv under thiw t~~IM-Iull}'tf·r. it-t ln\\t>Sl in,.,.,.h~l 11lpittl 

Jball br whirltrnr of thf" fnlluwira,r •ununnl"' i~ the 

omoller: 

" (A) The ttm~llc-,:t in,·l'i'tf'd n~pital for any 

JftCfdia« tuable yrn l~nuinr •fu•r I~Ct>mbtr 

31, 1939; or 

"(B) Aa ..,...., .. ,,..lrn rho• invr.rtd capiral 

u cllhe becUuU"< od !he firw cia~· olrht Wpo)tr'a 

fin& IUable year bt-ciJu>iag alter Dt<omber 31, 

1939, nclaoed by the aamo po,..atage of rtductioe 

u it applicable undfr ~tttion i 20 in reduction ol 

the anrage in\'f"8ltd taJiital nf tlu- pre~ng tax· 

able year. 

•• (6) Jo::sn")•l b t•rmitlt·~l in •wdinu ;;,-; (rt"lating 

to oertai.n ts.rhsl.agt"!l) 0 iu cl.t• ·~~ uf • t:t:"(pa~·f'r ..-bicb 
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was nnt iu t'xi~u·nrt I.H.·forc the h(•..:imliu,&r nf its fif"'t 

UL~ah1•· :rrnr uud1·r thit !'lnlx·hnt~h·r. i1" lo"t,.,l inn·~t("(l 

tapital t<lu•lll~ :u·ru, 

4 "'SEC~ 7t5.. OEfi'ITIO'- OF I'\ ESTED C.\ PIT \1., 

'· f'flr th<' J~'~lf! •u N nf rt.i~ o;,uOChaJMr th1· iu\'tstt-d capit111 

fM All} lltXRhlc• )f·ur (indmling the~ I11XMhlf' ~~·a" in th{' h:l"'t' 

7 rw·riod) '<hM Jl IH'I rbc• II\('NI1(f' i nvet~h-d ('ltJ1il1\l fur liH(·h :war, 

d•·tr-rnllntd uudt·r " '·tion 7 u;, rrductd hy •n amount r-'m

ru~t·d uuder Jt'('tiuo i:!o (relatin~ tu inacbnissiMt• USl't~}. 

10 {Fur t·utllJlHI&tiun c•f mw~t<·•l <'*t•it.HI in ra~ ul furt·ign ror~ 

11 pura tion>~. "'-e ·<'l'tion 7:?2.) 

12 '"SEC. 716. A\ EltA(;t: IN\ EST ED CAP IT \I .. 

13 .. (a) T.\X.\IIU: Y P .. \AA I:\ Tilt: T.\X.\111 t: r,.:HtOI).

H The an-l'lll{l" ill\l'"''f'd Nt.pi~l f1•r an)· t.a:uM•• yN&r fnr '1thi1-h 

1~ thr (J'!X mul•·r rl,n. ~ulw1"•J•If·r i .. 1,.-.in~ fiiiiiJJUt~l l"hBII llf! 

16 tlif' a~n·.~o:ah· nf ll11· rt~il.'· inn• .. t('d fHJ'il~tl fnr r:u·h dl'ly of 

17 ,.urb tanble )Tttr, divided b)" tJu.• numhrr of day'!! in suth 

18 tuable year. 

19 11 (b} TA.UBLr.. YF!ARS 1~ TIIB BASE PERtOD.-The 

20 Ufi"SSi!f' inn1<tMl MIJ•ital for any taxaLI4• ~·NIIr in tbt• ha...;e 

21 1,.•ri•ld .. halllw· thr li~l{rT'~If' 11f thr Mil . ." im·t:o~trd t11pit41 fur 

22 f'8rb eLl.'· of sudt t:n::thlt· yt':Br, diYidf'd hy lht, num1w.·r of 

23 du.'·" in thr ''""1\'1' nwnth~<. rnding with thr rlo"r of tht 

24 tuable year. 

9 



............................ _.... ............................... 
_...,..~~a ... c....-, .. .._.... 



113 (b) (2); 

"(:l) T.n:.\III.H 8TU('K l•n·u•r..'tiS.~Ilis!rilmti"M 

inl'tt)(·k.-

"{.\) ~t .. J .. J•rittr lq nrh &auLW yNr I'-' the 

nwnt 1o wbk:b lbl'y arr tnhltdtreJ dirtributi~ 

Cll "'~and profita; and 

.. C H, Jl"'''lOll~Y n~dr d~Uing IUCh taublr 

ynr lo tb• f'1tnat to which tbf'y art' ~ 

10 distribulioo::t ul taming. and l'JVfitl otb.... tb3.n 

11 raminga .,,,J J•rvfiu uf Rtd• IIUAl.le year; and 

12 ·· (I} Ku~'''•4l _,,_. l'tiUl"lnt .\T liU::r"stso np 

u 1~nning nf IU4.0h taxah!., y('lr, 

IS "(b) lh:nrt'Ttn:"i '' tAJnn I~Yfl!Tr.D <'ArtTAJ .. -

16 The &DIOUDI by 1rbkh dJf' tquity innstcJ tapital{or uy day 

17 abaU be l't'daa:d • proridtd iD ~oG (a) abaD be 1he 

I" IUD ol the f•JlJo'W'iDc amou~ 

19 "(I) l>lli"'TWUL'T111S'8 I' t·U'\"IUt.:l' YUIS.-lli~ 

:!0 trihu1ions tuadr pnur ,., IU('b taubk ,YNt •·hich wue 

21 nut out t•f at·cnllllllat•·J C":•n•iup azul J•mfill; and 

22 "(!?} JlnniLII\t 'flfiSd lii'IU"'U 'ftn: H:..\11.-Dir 

Z:l trihutiun!l prniOUJoly madt· during tut·b taubko ymr 



.... _.. D0t CMii ol tM Nrninll" and rmfits of 10m 
I touble ynr. 

8 "(el RULIIII roa APPLICATIOl< OP llt•II<F.<'TIOS8 (a I 

22 

23 

II 

:Ill 

and (bl .-For rhe ... .,..... of ,.,,,...,.,;..,,. (a I and (bl

.. ( 1) DmTallltTTJUSM TH P'n.ur.uou•t:HN.-Tht 

lenD 'diltrihatiott' lllf'&DI A di11tributinn h~· a C"trporation 

10 ita tbarto~ and thr 1rm1 'di!llributinn in Jtoc-k' 

IMUI a ditcriblltion by a ~JI'IItion in ih J10("k or 

ftPts 1o ~ its stnd. Tn lhc• rxlf>nl lhat a 

dillribation in II&O<"k it not ron~idrn-d a di-..trihutiun of 

raming1 and profits it •hall nnt he c·un!lidt•n•d a dit

tribulion. A distribution in ~tlfW'k ~~;hall nol IK> rt"gardtd 

11 money or proptny paid in for !lhw·k, or a!l paid-in 

t10rphu, or u a contribution to CRpilal. 

"(2) Durnl81iTf()SM l'li I'IHKT I'IXTT IM.n' 0 .. 

,.AXAWLB YIUJI.-ln dw applin~~lion uf ~1f'h ltl~inn 

to oay laulolo ynr betirmiD« afr...- I~nobo·r 31, I~. 

oo llltiCb cl rhe cliatriiNtioaa (rakoa iD rhe order cl 

lime I .... clariDr rhe 6nt usty days rh•reol u clooo 

DOl ueted tb. a('('Qntnlatf'd f'fti'Tlin~ and profitll aJII of 

lhP 1M-ginning thft'f'IOf (romputt'd withnut rt·l(ftrd to thi!~ 

parqrapb) Mall ht ('OOllidt•rrd to be,·r IM'('n madt on 

tit. 1ut day of tht Jlr'f'C"f'din,r; tnahlf' ~-.... ar. 

•• (3) COJIPl'TATIO~ OF IU.ISIS(' .. ~ A~O PROFITR 

OP '1..&1.A.BLE TEAL-For tht purpotn of suMt<:tioos 



(n) (!l) (B) anti (It) (:!) iu tlth·nuiuin::: whf·tlu·r 1 

di .. rrihotiml i.:: out uf tl1t: t-amiul{" and profitt of e.o)· tu:

ahlt• ytl'lr, ~u<·h t•tmtin~ .nud t•n•fitt t-ball 1)(' oomput('d a."' 

of tlu- do~<· t,f !-lll'h litMhlt • yt·Kr without dimirmtion hy 

rt·a ... on uf an~- tJi .. trilmtiuu 1111ult• d•triug ~uch taxubh· 

)t·ar or by t\1l~~~~ ,,f tbt lll:< uudt·r th.iJ, !-Ubchapter fur 

-.utb )-,.._r and the ddt·rn:airY~tiuu N:aa.ll 00 uadt' •;tbout 

n-.(8-rd to tht &Ulnuut uf f'•n•iugt and pn•fita at the- timt 

thf' di-tributinn waa ruadt•, 

10 .. (4) £.\R~IS{i!'\ ·"0 f•UUfTt~ OP TU):lif'EJN)R 

1J f'UIH'OR..\Ttu:s.-Fur tlw pnrl'on .. <·t <•f ~ubM'{'lion (a} (4) 

12 the a.rnunulated t·~minJ.,r-s und profit~ of tht corporati(fJr 

13 ~hall be dN~nninf.'d without tl1e intlu~ion of any of tlw 

11 t>amio~ and Jtrotits of a tru.n~ft·ror corporation whid.t 

15 w11uld fltb('nri.t· lw iudutlttl bs n .. -.m of J)roperty of 

IIi Jlllt"h ll"&llifen•r lul\·iug l~•·n pnid in fur Wrts ol, ur a.-.; 

J7 I ("f>lllributinU lu tbt· t11J•'itaJ uf, ur &>I .,aid-in 'Urt-•Ju.._ ur, 

1K tllf' lra~ft·n>t> t"'rporatiun. 

19 "(d) <.'oYI'l T.\'1 10' m ~\nl'lll'I .. \Tt:u K\R'J'to.-; 

:.~J -"U Pttm·tn-.-FHr tlw purpo .. t·:<~~ u! thi .. ~<·t·tiou, at·t·umu-. 

:!1 ltttrd t·nrniu~,.., 0:1111 prolits 1-ludl l•t' dt'lt·nuim•tl without rrgtml 

•)') tn whf'tht'r tht· <l<"<·•uuubtiou wa,. lwfHn·. hll. ur aJtt·r l l tirdJ 

~~ I, 1 !11:~. Xnthin~ in -.t .. ·tinn -4111 uf tlu• N:•t'fllld Rt·\-fflllt 

2t .\<.1 of 1940 :-baU afft·tt the u.tt·nt tu ,.,-bit·h an·wuukt.tt .. l 



earning. and pmfits arc incnu.il',) hy nusnn Qf irwrt"Ue 

in \'alur of pmpt•rty ft("('nwd hdur1· ~lurrh I. IHJ:L 

'"(t) }'or dttc-nniuarion uf ~'l'lil)' inn':!ih'tl C'aJlital iu 

4 sp«iaa tuft, 1ft l('dion i21 . 

6 •• (f) Jo'nr •pc-riltl rulH aftrrting rompulation uf t'f}uit)' 

6 inveatd <'8pita.l io ('ODDl'<1inn will• N·rt4in <·uhau~t'l and 

liqnicL.tionl, tee Jf't1ions i51 ar1d 75:!. 

8 -sEC. 711. BORROWED JN\'EST£0 ('AI•IT.\1. 

"{a) HnKI«lWDJ C.\I"'T.\1-TLc horrowt"d ca}~IAI for 

10 a.ay day ol an~- tuablf, year shall be d••tmnintd u uf the 

11 btginnin~ uf aud1 My and &ball lH" the amouut of tht uut-

12 stan•lin~t iudt·hlrdnn.i (nut int"!uclin~ iutc•n•~ot, nml nut irwlud· 

13 iug indrhtf'dnHS clf'srriiH:·t1 iu :tot·rtiuu ;;,1 (h) nlatin~~t hl 

H ttrtain t'nlurnge1) uf d1e taxpeyt·r \\hkh i" nid•·rwtd hy • 

U bond, Dolt", bill of r.Xt'~t"'. clffit.r1lUr•·. c~·nifiealt' o£ irult·ht· 

16 f'd.otu, lnurtgagf', or dt1-d u( li'U!ill. 

17 "(h) HnRHCI\n:o l~H:HTF-:U (',\I'IT.\1 .. -The homnnd 

18 invt·t-tc·d c·npilttl for auy dtly uf nuy tnxable y{'ar ~haU be 

19 del<'nnimcl u of lht' 1~iranit1g uf JUdi cl11~· aucl !'hall bt 

20 tht' sum ol tiJe follo•·iog arnounu: 

21 " (I) An amount tfJW&I to ti1AI punjoo of the bor-

22 rv•·t-d (-apital for such day "'·hkb dun nut utx'f'd the 

23 CX('t'SS uf $100,000 o\'l'r th(' t'llUity iun·sted capital for 

:u. JUth day; 

25 "(2) (A) If the e<jUity iUI<Ittd "'PiW foroudJ 



at 

day io ... than tiOO,OOO, u - ........ 

I per centum of that portion ol the ,_.... fl ella 

borrowed rapital for ..... clo7 wUh ... IIIII ....... 

t 1800,000; or 

I "(BI U tho equity ill-..t •pilollor .. llq 

I io tJOO,OOO or more and io ... than tt.OOO,OOO, u 

amount equal to 661 percentum ol tbal porlioe al ... 

borrowed oapital for IIUCb day whioh ._ 1101 aCIItl 

I th< excea oltt,OOO,OOO o•er the eqoi&J iD-..J apilol 

Ill foe """" day; and 

n "(31 An aiUOUIIt equal to 33i pee- aldlll& 

13 portion ol the borrowed oapital foe euoh clo7 u a.-.lo 

IS the eum ol-

JA "(AI The IUDOIIIIl uoertoiDed llllllor ,..... 

16 ppb I 11 • plua 

II "(BI 150 per centum ol the - -

11 tained under paragraph (2j. 

18 "(cj If the taxi"'Yrr'• serond borrowed rapital buo 

IJ computed wodt·r Sut•l•lcmrnt B of Part II (nlatia« to -.ia 

liD • ....._, ;. l<u than ti.OOO,OOO, thee ill the appliaolioa 

11 olmboec:tioo (bl of this -ion to IAI<h taxpayer, euoh-

21 ond borrowed ra1•ital base shall be subtlituted for tt.OOO.OOO, 

21 80 per centum of >U<·h serond borro•...t oapital buo oball ba 

I& oUotituted for 1900,000, and the lint borrowed .,.pilol .,_ 



a10o,ooo. 
3 -sEC. 7a ADIUSSIBLB AND INAIUilKSIBLE ASSETS. 

"(a) l>EI'ISITIOS:-\.-}:xc .. •J•I H" JlrH\·idt'tf iu :M"t1inn i5.1 

~ (relatiO« to rrrtain rsrbana:t"~~), fur 1l1r fJUfl"'"'l .... uf 1Ms mb-

10 

11 

12 

13 

1~ 

16 

" {I) Tht h·nn 'iruadmi"l-ihlt• llll!'t"l"'' n•em•~-

.. {A) Swc:k in t•nrpontti•·u~ t·Xt't~Jtt "'''"l• iu 11 

fon:oip J~'T'!IIunaJ-bnJdinjZ t'ORIJI4D)" j 111\d 

"'{B) Uhli~tioru: dC"!f"ril~ in !llrtliun 2:.! (b) 

(-&) ( .\ ). {B), nr ( f ') auy 1•rt uf tln· iult·ml 

frttftl ~·bit"la i" t>xc·ludihlt· frum ,..rrt•"~S iutunw ,;r al-

"{2) n, .. I tm1 'adn•i>!1!ihJ,. U!'(·h· mt>au .. aU a.u 

utbt•r lhan inadmi:&. .. ihlt· UM11i. 

17 
Tbt' aruuum hy wfJid1 t ht- 11\·c·~t· iun ... h·cl t"'lpit~l fur an)· 

18 
laublt• )'t'IU' slit~~ll lK• n ·dnt·('(l U!' Jtruvidc·d in H·ttion 71[, 

19 
Wll IH- an amnuut wbid1 i" the• ~Jut> Jltrt'f'utagt ,,f sucb 

3) 1\"tnla:«- ir1\'f'tltod rapital u tlu· Jofn .. ·niiiJtt' ,d,ic·h tbt total 

21 
of tbt iuadrnissih)(! as~rs i" ur tl.t tutal .. r admi ... sjhlt and 

22 ina~iblt> Lftts. Fur !!'lith Jlllrf"''"N, tlu· tunnnnt attriltnt· 

23 able to oadJ UJ('! held at any time during •ucb tanble year 

2f tbal1 be dettnnined by At4<'ertaining tbr adjlll!lted basis there-

2:) ol (or, in tbe <'&Se of monf!'J, the an1uunt thereof) for eadl 
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day cl. IIUdl luable year eo held oad ..tdiDJ oach dolly 

IIIDOWltl. The det<rmioatioo of 111ch daily IIIIOWill ohall he 

made DDdtr n.gulatioos pmcrihed by tho Cammiooioaor 

with the appronl of the Secretary. Ia tho - cl. tho 

tuahle year lor which tho IU DDdar thia lllhehapter il 

beiDg determioed, the adjusted heail ohall he tho adjaatecl 

basil lor del<lmlioiog loa upoo aale or udwlco u date,... 

mined und('r ll('('tinn 113. and in the f:ale of a tuable year 

io tht halo J>rriod thr adjwotrd buit oltaii he the adjusl<d 

10 basil for deitnnining loss upon ale or u~ u detfr-

11 mined und«'r thf' inoomer tax Ia•· •PI'licable to such tuahlr 

12 year. 

13 ''(c) CoWI'l'TATION IF 8JIOilT·TKRM CAPITAL 

14 O.a.JN.-U during tbt tuablt." )·('ar thtre b.u bf.to a short-

15 term ta}lilal pin •·itb l'l'Sp«'t lo an inadnu.ibW LUitl, lhl'.n 

16 10 rum-h of thfl amouot attributable to mcb ioadmiss.ible 

17 &SM"t undf'r 1Uh)<ft1iun (h) u b(-an the- •me ratio thtrtlo 

18 as su"h gain lH"nnl tn th(' sum of sut·h pin plus the dividends 

19 and intt~l on snf'b u..'lft for sucb year, aball, for the pu.rpote 

at of dt1t'nuining tbf ratio of inac~Juis!,jbl«" UMU lo tbt total 

21 cl. adeu .. ibk and iuadnu<Sibk -. he add«! to the total 

22 ol admiaible a.w-114 and subtradt"d from the total ol inad--

23 ll:liNiblt' bllf'll. 

26 "'SEC. TZI. EQUITY INVESTED CAPITAL IN SPECIAL CASBS. 

Z ••"ne" thr Cnmmis..otioner d~·ttnuim"'l that the e-quity 





85 

"("} HE~KtL\1. l:nt:.-Thf' d:Uiy iun11tN nr.pital for 

.IIHJ tlay t•f tht' tax:tMt· ) tar toh~ll l~t• the a~::~l"~te of the 

artju•ttd h:t·i· 11[ l'fldl ruilt·tl ~1:111., ft.""'l't lu·Jd hJ thE' tax

.. IJJ\Yt•r 1111 tht• bt>ginuiug t•f "111"11 clr1~·· In tht> npplicatiun 

t•f ""t'rlinn 7:.m in rt·<ltwtiou nf tht• 1n·fm!::t' iuwf.ttd cnpil:tl 

(dth·rruill('d on tLt h:t..U of tudt cl:til~· inn·su·d <»pit.al), 

7 1Lt tcnm1 '•dtuissihlc &~cyt·t...' •nd 'iuadmiPiMl'" a~ds' 'ball 

"{h) Exn:t'TIUS".-If 111«' f'utnmi~not·r ddtnn.inl'f 

10 that t.he t:nit('d Staltt a..«t» t•f tht la:ti'&Jer l"8llllol g t iJ.

Jl factnrily lK· •f'Wt'~llt't.l from itoJ otlu·r a«l--, tht• in,·estt.-d 

12 capital for the taxable )"Ctlt ~hBll L<~ an ammmt which is the 

I~ WtlC Jl<rceotage or the •Kgr<·gate or tbe adju>ted basis of 

11 all aS>dJ beld by the tupe)tr u of tbe end of the last 

15 day of the tuable year whit-b tht> m·l inromt> for the t.u-

16 aM• )tal' from 10un:<~ within ~~• L'uit<..J States is of the 

li tut.al ntL inrom(' of tLe tupaycr fur Alt·b year. 

10 

19 ll~·d in thi<~ .. uh~cttion, dw u·nn ·ruitt·d ~l.'ltf-; .. -~~·t' ructtlh 

!!0 an 1-""l't hf'ld b)· the ta:tpnyl't in tlw ruitf'd Rtate:-:, detcr-

21 min("c1 in at·tordBII('t' with mks nllil rq.,•ulntimu; Jm· .... trihtd 

22 by tbr ('(lJullli·~ic\llt'r with tin• rtppruval of the N:t-n.·taf")·. 

Zl -sEC. i2l. PER.SO!Ii.\L SER\ ICE CORI'i>R.\TIO~S. 

"(a} Th:t1~1TIO~.-.\s UJiC'd iu tl1i!t subt:lut.('tfr, thl'l 
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1 wboee iru·"'me ~ to he urribM prinwily to Lbe atti,·itirs 

of !'.ban:htJlden v.-lw lt.rt• n•guLuly rnga~(-d in the ltth·e 

t'ltndutl of dlt' affttil"ll vf tin• t..-trpunuion and are the ownl'n 

4 at all tinw., duriug tlu.• hi:\Jihlt• )t·ar of atltru.t 80 per t't·Uium 

in ,.aJue 11f all dlt' ttnt-k uf the rorpom.tion, and in whith 

capital is not a m.altrial income-producing factor; but doe. 

7 not include &OJ forti!lll corporation, nor any corporation 50 

per centum or wore of v.-b0$C! gross income co.nsiitl of piDt. 

profit:4 (If i~ltne dtriwd frulu trading .... a principal. r .. r 
10 the purpnM'S HI tl!it su1.1J('t1iun, an i.udividua.l t-halli~ tton· 

11 ~idtred •~ owniug, at an~- tiuw, tht> !-l<.c:k ownt·d at sud.1 tirue 

12 by h.is !<!pou~t· or minur d1ild. 

13 "(b) Eu:cTtO!Ii AA TO 'I'AxAmun:.-lf a ptn.(lflAI 

H: aervice corporation signifirs, in its return under Chapter 1 for 

15 any tuable )'N.r, itJ dtfiirt nut to l,e rubjt:.'d. to the W: 

16 impoctd u.odtr this oub.:hapler for such tuable ytar, illball 

17 be exempt from tucb tu. fur IUch year, and the pru,iaiooa 

18 of Supplemenl S of Cb1p1er I iball 1pply lo lhe alw<holdcn 

19 in such corpon.tion who were such shareholden on the lilt. 

20 day of ouch tuablc )'tar of lhe corporation. 

21 "SEC. 724. CORI)ORATJO!\ S COMPLETING CONTRACTS UN· 

22 DER MERCIIAl'\T MARJNE ACT, 193&. 

23 "(a) lf the l'niu·d Stah·· \Jaritime Conuni~~inn ctt-

2& tifies to the Collllni!li"llt"r dwt tilt t~X(l4yer h~ ('(1ruplr&td 

z; within the tuable )"~'Or any rontratb M "ul.ronlnt.('b "'·hicb 

26 



10 

11 

12 

13 

S7 

chant lfarinf" ~\ct of 19:lfl. u lllm('f)ded, the-n the l&J: im-

l~d by tbi" ~~~h~:hapu•r fnr 111tb t11xa!Jlt> )''tar !thaD bt, in 

litu of a tu ('fllnpuu·d uudt·r llf't·tion 710. a tax comput<'d 

und<'r !tUh~ion (h) uf this s(·c·tinn, if, nud only· if, the tax 

romputcd undrr ... ub ... rttion {h) i" ]t.g than tLr tu computed 

und('r !'tMion 710 . 

.. (b) The ta.x f'UIUJ'Uif'tl undtr tJ,j, IU~~iflll man be 

the u~ ... nf-

''(1) A lf'Diflli,·c~ In romputrd undrr 5tt'tino 710 

" ·itb tbf' exn:u pn•filt tll'l im·urne and tb normal-tu 

nf't inromt- inM'f'IUt·d h)' lin• antount of any peymt:ntJ 

TJ18.dl', or to Itt> rtutd€', to tlu_• t'nitrd States Maritimt' 

Cnmmi~ .. ion with rf'.,pUt In ~uth oontracts or sulwx>n· 

16 "SEC. n5. EXE'\IPT CORPORATJOSS. 

11 uTh~ foDowin~ corporatinns ~hall bt tJ.('mpt from the 

18 t.u impo<ro by thi• ouht·baptor: 

19 "(a) Corporations txtmpt und<'r .;.;ectioo 101 from 

20 tbe tu im(JO!'ed by Chapter I. 

21 11 (b) }'orrigu I•£·~1m11l·lmldiug oomptmict~, a~ defined 

22 in section 331. 

23 II (c) lfutua1 inVtsfmtDt oomranittt, U defined in ~ 

U tion361. 

2:1 "(d) ln•estment oomponieo which under the In•estm••• 
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at aU times during the taxa bit• p·nr. In tht· t'U..!If of IUable 

yean btginning io 1940 a ('ORIJ•t&ll)' 11h1tiJ IX' considertd u 10 

rqia~Hed at eU times during sud1 ta:u~hlt' year belore the 

date ol such registration. a suda n·gi,.tratiuo iJ made ht(ore 

Docember I, 1940. 

•• (e) Perwnal-holdiug 1'u111p 11ni1·J, ftl6 defined in *" 
tloa 601. 

" (f) Fun·ign f'UI"J'IOr"'ltinwl nut c·ngn,~:c·d in trade or 

I busioea within the [ o.itf'd Stah.'l and nut ha\'"iug an oflioe 

10 or plac< of basin ... thenin. 

11 "(g) Hurnntic <-.•rpurutior1..1 18li"f,Yill~ d1t' fullo•·ing 

12 tondiliunM; 

13 

15 

16 

11 

18 

19 

~ 

21 

22 

" ( I} II !1.) J-t·r •·c·ufmu ur lunn· nf tlu· gru~s iuc·uuw 

of suc·l1 lfnlllf'Stir t-.orpon.t.iuiJ fur tfu• rlm'f'-ytar J~riod 

inuu<'diAtl'l,y ]•I"('O'dinJ: rlu· do11c nf lht> 1.1xaM._. )'fV 

(ur fur auda (!3rt uf Ji11l'h l't·riud durilof 1\hi&:b 1be 

torpuration w11. .. in t·Xi!<h·tu·t·} Wll.~ tlt·riw•l from t'4JURW 

for suda ptrincl ur suc:h !~~tlr1 llwrtnf \\ll'j: dninod from 

du• artin· rondU(·t of a tndf" nr bn.._ina ... 

•· (b) .\ uy <'"fJ'urutiun 'lluh}rt1 tn tlu- pml"i~iurL<~ nf Titlt 

23 IV of fill' ('j\'il .\ t·nmnuti<"s.ht nf l!nM, in tlw ~russ irlt'urue 

24 of whit·h lnr 11uy htX:Ihlf' yt·nr ht·giurlin~: nlt•·r Dt•t"frulwr 31, 

.26 1939, thne ii iudiHiiLit• t"OiftJtt·u,ation r•~'t'ind frum tbe 
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afttr ndutlin~: from ilil J(J"U~ innJIUf' 11-Ut•h t'Ompt'bMtioa, 

itt adjustf'd n•·•'!OS 1•rnli111 111'1 iu('OIII~ fur 111d1 ytar is zero 

a orle.o. 

"SBC • .,.. MBA!IIISC OF TERMS US&D. 

"The ltm11 u.._qod in this wbrhapter aball ban &he tuae 

me&lliag as •·hf'n Ull"d in (lliipu•r 1. 

-s&e. m. LA\\'M AI'I'LIC'ABLE. 

.. (a) Ot:,t:RAI. lln.E.-AII provisio01 ollaw (iDcladiJ!c 
peoa!tieo) appli.-ahl• in '"!''" of the tuM im~ bJ 

10 Chapter 1~ dd.ll, insofar as not inconsisteut wilb &bit -~ 

U dlap<er, bo •Pt•licahl• in n~p«t of the lu im~ by tiUa 

II IUbdiapter. 

11 "(b) lh:Tt·usR.-.Sutwitla!ltanding 11ubla1ion (a), 00 

lt retum undt·r ~>N·tinn it:! (") 11ha.U 1~ ft:tluirrd to be filed by 

15 any taXJlR~-I'T' und•·r da~ tubchapcer fur any t.uablr yeu for 

16 which its u.c-ru vrofita llt'l in~llM". oompulfcl witb the_.. 
11' ~nts t•n.\·idt·d iu lt•t1inn ill (a) (2) and placed Oil aa 

18 annual bn!iU! as l•rm·itlt·d in ~'t"tiun i ll (a) (3), is DOt 

19 greater than 8:•.(H)(I. 

ll "(c) Fmu:m:"ri TAxt:.'i P .. uo.-ln thr appliratioD of 

21 trdioo 131 fur lhC" JHlfJM•~ws nf this tubrhapt('f the tu. paid 

1Z ar ~ tu auy tOOJJiry ~ohaU be d«mt"d lobe lhe albOUid 

23 W sorb lax rt"d11~~1 h! lht auiUlml of th(' nedi& nUowtd wilb 

t6 r11pl'd. to !illdl cax lll(rtiu~t tlw Lax imJ"*-d by t'bapler 1. 

t1 .. (d) LnuTATIOX~ os A»OtrNT or Jo'muaoN TAX 
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"(2) A corporation which ha.• acquired property 

from nno~hrr rorporation in a. trtlnllftttion with respect to 

whith gnin or ln~~ wa'~~ not rt<'Ogniud under ~ection 112 

(b) (6) of ('bapt<r I or a "'""'Jl"nding pnm<ioo of a 

prWr rTVl'DUf' law; 

"(3) A C'Orporation tl1e rt"llu.lt of a statutory merger 

of two or more corporations; or 

u (4-) A rorpnrntion tht' rHnlt of a ~tatutory con-

4Wllidatinn ur two ()r more C'Oll'urttinl\ll, 

u (b) Cmu.oo:sE~T CORPOR..\T10S.-The term 'com-

11 ponent fflrJ'"•ration' mta.ns-

12 

13 

u 

~ 

16 

17 

18 

19 

20 

21 

22 

23 

21 

j' ( 1) ]n the cao:e of a tran'lf!.ttion dt!'cribed in ~ub

~tction (a) (I), th(' corporation whi('h tran'ii~Jerred tl1e 

us.eta; 

"(:?) Jn the- (11"'4" f•f a lf'ft11!lt<1inn df"Cribfd in '"0})... 

~inn (•) (2). lht corporaricm thf' rroptony of wbirb 

wa" &C((tlirf'd; 

"(3) Ill tht' rose of a ~tlnttltnry mrrgt-r, all oorpom

tion• mt~('d, t:x<'tpt the <'Hf"J'IM&tion n!<u1ting from the 

mellter; or 

"(4-) Jn thf' ('8'1' (If " t-lalnlnf'.\· run.ullidatinn, all 

rnrpurationoc fnn .. oUdatt·d. f'Xf't·pt thf'l f'llr{Wtration rt~ult~ 

ing from tht con~olidation. 

"(<') QOALI'Pl.T.D Coxro:-..T.~""T CoRPORATION.-Tbe 

~ term 'qualified ("'mp<ment corporation' mtans a component. 

I> 
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corporation whith was in exiJ<otrnrt• on the date of the 1Je.. 

ginning of the ta.xpayrr's baAe p<>riod. 

''(d) BA...'tli Pt:woo.-In til(· ('"Ue vf a t.u:payer wbiOO 

it an atw~Wring ("()l'}IC.Iratiun the hue JIC'riud tobaU be: 

u ( 1) If the taJ: is htizl~ ("Uf!IJOUit•d fur &II)' tauhko 

yra.r IK"J:illniug in lH-to, tilt" fl•rl)'·l'ight mntlllu pre

('('djng tilt' ltt~inning of Purh tnx:lhlt• yt'ftr i or 

11 (:!) lf tbe tu i~ htiu'=' t,•I11J•IIf4·d fur any ta.xahk 

)t-ar bt-srinniu:: ahu l)(on-miiC'r ll, IHHI. tJae fony-

10 t-ight lnnndl! pn-ct-ding •·l~t "uuM h:tn• lltf'n il-l 6nt 

ll tuablr p1tr ~nn.ing iu I !\-tO if it had had a taxabif! 

12 )'<'lr btKinning iu Hl-10 on thf thttt· nn which the tu~ 

13 ablt yrar fnr wbitb tht IU i.-e ht'ing ('11111Jllltrd be-gan. 

H "(e) DAfl-tl P•:wou YB..\R&.-Jn tlw ~of • tupayer 

l:J whith U an "'llliring corporation iu 1~ pt·riod ytan shall 

lli be the fuur RK"--eahe twdve-1Th1nth puiud.a btglnning on the 

17 wne date u the beginning of i"' hue J"'riod. 

18 ·· {() f:Xtl'\n~sn: 01" ..\cQUUISO Cmu'OKATIO~.-For 

19 thf! purpn~('l tof -&U\~·l1ion {c) Rllf1 t~ntiull 741. j£ IDJ OOm-

20 pontnl lllrptlraliou 't\&JJ in t·xi,lt·u .. t· uu tl1t1 datto u£ tLt btgin--

21 Ding \'f the talteyt'r'• loue J~t-riud (rithtr actuall) or by 

22 reesun r,f tbi:~ ml.l!t't·ti.,n). itt lt't 1uirir~ ,,..,fJ"•rJtion ~l~lU 

23 he tOr•:•idtn·d to luwe b~"tU in r·:\.i!Oh'llt'l' uu IIIIth date. 



ltt'lioo il3 or tLt tx<"MMS t'rolita N!'dil rornputed WMier 

t-'·diun 714, a tu:p~~·rr wh.id1 is an ., ... ,Wrin« oorporatioo 

wl1i('h wu in uistt'R<'f' on thr dat.t of lht btginning of itt 

l.nl'f Jlt'riod ~halllu'IH' 'tu·h rlt·diun. 

-BEC. 74 AVERAGE BASE PIKIOD NBT INCOJU. 

" ln the en~ c•f n iupaytr whith is aa a<"qairing C~C~t"

pur~liun \\·bith .,-~ in ni!'llf'flt'f' ''" dae dat~ of tbr btgiD· 

niur tof it'l ba:w ptri.,d. i11 anl'llgtt ltut- pt>riod DM inc:ot~W 

(f·•r tht> ~ t•f the tn-dit oomJIOitd andrr lettion 713) 

lO .hall he t-ompmt'd u fo1!owa, in litu c,f 1M mrlhod proridtd 

U in tf'd:if•n 713 (b): 

12 "(a) B_y a,.<i.·rt.tiuiug with n•!IIJIC'ct to eadl of il• hut! 

» poriool ,....._ 

M "11) Tbo-clill_,....._....._ 
• lor ..... ol ilw -w. ,... ......... 11111111111 
• 11, 11136, ........ willlo ............. ...... 

J2 ,....; ... ia lbo- ., ............. ,_iN~!* .................................... . ........ ... _._. ... _., __ 
• "12) Willa ...,..C to ........... ...... 

• eorponlioD, the-"' ilo- ...... ...... 

• lor ..... ol ilw tuablo,... .......... ..... 
• 11, 1836, ........ willa ............. .... 

,....., lbo IUpOJW; •• Ia ... _., .. ........, 

~,.,,.._ .......................... ...... 



rtctived uceeded the £1'0'1 income, the amount of auch 

I ...,_; 

I "(S) (A) Tbo IIJiftPie ollho omoaa11 ol-

4 ........ - iDoome -.u..d UDCior ........... (I) 

I .... (I) ; (B) &he ogrtp~e ollhe ~ _..... 

I .................. (I) aocl (2);aocl (C) &he dill..._ 

bolwee &he ogrrp111 looad uoder clauJo (A) llld 

8 ..._ (B) . U &he oar<Pio .-rtained UDder..._ 

e (A) io paler &han &he "'JJ'fPPI looad aadrr ..._ 

:Ill (B), ... o&rrer- shall lor &he-.,..,.....,. 
11 (b) be dooipoted a 'plu amoont'. and if &he agnp11 

U -.mod aadrr da... (B) is paler &han the .,. 

U crep~o looad UDder clause (A ) , the diftenooe obaiJ fur 

14 &he ..,.._ ol oubof<ti011 (b) bo clesigoaled a 'miooo 

11 -·. 
11 "(b) By addiDr &he phao .......,,. aaeertained """" 

17 111-.a.a (a) (3) lor oath y..,. ol &he bose period; llld 

11 by oul>olndior lrom turh tum, il lor two or mon yean ol 

It &he bue period then wu a minus IUilOWlt, &he 111m ol IID<It 

llll ,;,. ._..,., e•doding the «""'tOll. 

21 • (e) By tli'riclin« the amount UC?rtained aadrr ,... 

• --(b) byr-. 

:II "(d) In DO cue shall the a .. .._., bll8e period oel ilt-

3& _bo ... lhansero. 

» "(e) F ... lhe..,_.ol...a.-ioo (a) (I) ud (t) 



10 

11 

12 

13 

15 

16 

45 

.. ( 1) Tbt'rt' 11btt.U be e.xcluded, in the \'ariou.s com

putatiowll, Ill)' dividends paid by tht" tupa)'t't or &n)' 

quaJjfi(·d rompnof'nt corporatiuo dwi11g any of the tu

ablt )'Nne of thf. payor "·hicb are indudffl ia the com

putation of the taxpayer's avertgt hue period net. 

inromr. H tht" payor corporation it a. corporation 

de-cril~:d in sul~ction (f) (I) or (2) of this section, 

thf' dh·id,·ud~ to l.H• u:dudt-d u.ud<·r this paragraph ilia.U 

hf t•DIJ tuc.·b as art paid after such payor corporation 

fiN ~rut' an acquiring cuq~t•ratioo j and 

"(:?) In dNl·nnining whNhtr, for any tauble ytar, 

the df.'durtinn.~ ,,,~ the credit for dh·idends receh·ed tx

<'tf'drd thr fttnl.'! inrome, and in dNtnlliullig the amOUDt 

of ~tu:h t'X(fl.!:, tbt' adju.stmt·ot\ pn"·idrd in ~t'lion j ll 

(b) (2) (.\),~.au bo made. 

•· (f) { 1) [n the cue of a cupaytr wl.idt ill an atqoir-

11 ing corporation aud which was not actua.Uy in ex.i~tence on 

18 the date or thr lwginning of ilil ba~r J)(•riod, there ~lall be 

19 e.xcludtd from the ,-arious comput.Ativlll uudcr &uk.t.'<'lion 

20 (a) (t) of thi~ lt'("tinn the portiuo tJ! iL'I t.Xcesl prt,fits net 

21 inoomt, or of the u.cess Ol"tr gru.ts Uu,:ulllt" thel"t.'io refeff'fd 

22 to, which ill attributable to any ~riOt) hdnr~ it fii'Ot brotmf 

23 an acquiring (•(lrporntion. 

24 "(2) In thto t!I"C o! a romponrnt t•urpnnuioo whid1 

25 bt.u.me a qualifie<l tomponeot corporation only b_y reuc'n 



compatatione uodf'r tlUbM-ttiun (u) (2) nl thi!t 8fdion lbe 

portion of iu tlorltl profits nN inttiiiU'. ur o( the Uet'U ovrr 

8 groa inoome thmin reft"md to, "'f,irh is altributable to any 

f period befOft' it fint btelmf' an .... ,uiring ('(lrpor8tion. 

6 "(3) In tbt'l ("&W ol a •1ualilit-d t'~~mJJQnf'nt rorpontioo 

6 wbidt wu at-tuall~· in f'Xi!Oh'lll"e nu llw clrttr uf tbr btgin-

ning of the taxJiftyrr•,. bft!'t' JH•riod, thl'rt' !thtlll be txrludN 

8 from tbt \'8riOU!I: roDIJnllatinns mult·r 111h,..,1iuu (a} (2) 

9 of tbit wction tilt portion o( il~ f'Xt'f-., JlrufiU nrt inoonw, 

10 or of the n«s~ O\"ff ~ inrvrnt> tlu•n-in rt'lrrrt'd to, whid1 

11 is attributable tn lht period ht.•lcu·e fludt dnte, 

12 11 (4) If during tht tuablt• yt•nr fur whit-h tax is rom-

13 puted undrr this ~ubrbapttr tht htxpn)·t·r a<'fJUirts u,qots in 

14. a transaction 1.-hirb rorutitutt>S it au •~1uiriug rorpuration, 

15 the amouot infludible under !<Uhst-rtinn {a) (!.?), actributablt 

16 to ncb tran~action, •hall bt- limih·tl tn nn •uununt wbit-b 

17 btan the same ntio to the runnnut C'HIIIJI'll<·tl without l't'gard 

18 to thiJ paragraph 111M tli<' numll('r of dn~!l in the tnxable ~·car 

19 afteor such tranMMioo IH'aN tn r1•r turnl uumlwr of days 

a~ in sum tuable yoar. 

2l "SS:C. 7A NET CAPITAL CHASGES. 

"For theo vurposr!l of "'t'C'tiun 71:1 (('), upun tlu• date 

23 
ol the tran!<8<·tion whieh roustitutc~ a t·oqH~mtion an acquir· 

:M ing rorporation, tl.rre ~hall lw tulclt·~l tn its tbtily ntpital 

ll5 additioo or n-duction fur '""' da)·, the nrt r:>J•ita l addition 
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1 .... rvuratiuu~ iD\·olnd ium1·h tra.nsac'tion, '·~•I no otht"r capital 

addition or rrd,lrtion thi'ill ht l't•n,iderrtl as )~,·in~ l~('n uuw.lr 

hJ reuou of ~ufh tran,:.~Nion. l'nr th(' purpo!>E'I t1f this 

4 ~ectiou-

"(a) i n COmputing tilt! nt•( (';IIJ!iiJl) IH)dition Of f'.!dl 

luth t••mponent <'t•rpc,ration llu·n· ,1~11 l>t tli"nogsr4kd 

pr(•Jif'r1y Jllid in to sud• t•)r']w•ntt.ion hy 1l1f' tup:t_y('r or 

hJ any t•f •hr cnmpnw·nt rorporntinD11 im·t·h·t-d in tl•~ tran. 

attiuo rtlerTN to in the fir.-t ttlllf>Dtt': and 

10 "(b) In ft\Olputiu~ tl.f'l 111'1 I'IJ•itnl rt·t)1Jf'fiun 11f t:ttb 

11 IIU.•·b COIJI(K)liCIIt t·urponuiou tl•f'f•• ~lull! l~t• di"tfj.,'llrdc:d di!t-

12 tributioru made to the t.uxpll~w ur tu llll\- t•f t~llt'h t·omrMmeot 

13 Ctlr'J)()r&tions. 

14 -$EC. 744.. FORE IGN CORPORATIO~S. 

lS "The tenn 'eorporatiun' a.-. Uff"d in thiK S•ll'p)t·m<'Dt dot>s 

16 DoC includf' 1 ftm·ign COI'})6ratioo. 

18 "'SEC. iS& 0£f'J!\IT10~S. 

19 "As used in this Suppltmtnt-

20 "(a) EXC'U.A\"GF..-The ttnn 'nc·luulgt' m(':UlS AD 

21 ti<'liMge, de~crih('d in l't·c·tic\u 112 (h) (-1) or (5) or in 

~ 22 10 llJUc.:h Of ~tion 112 (<'), (d), Or (e) I!C rf'ftro to o;;e(.'

:!3 tion 11 2 {b) (4) or {5), b) one <orpo,.tion <•f it• property 

!" whoUy or in part fur o;.tot:k c•r tt'(Uriliet flf A7H•tlr~r ('(•rpora~ 

25 Lion, or a tran~fer of pr'(Jpc·ny by one rr'rt"•ratinn to anotht-r 

p 
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corporation is or wu dttermiot>d undtr led.ion 113 (a) 

(8) (B), or would ba.-e be<n oo determined bad rucb 

section been in effect. 

"(b) TBANSF£BOR UroN AN EXCilANOE.-Tbe tenn 

'lr&n&fcror upon an excllange' mt'ans a corporation which 

upon an exchange tran.den proprrty to another corporation 

in excbango, wboUy or in part, lor atock or R<Curitieo ol mcb 

8 oLber oorporation, or lr&fU.(('n J>fv(lf'rty to another cer-

porati,m. the ~ of wbitL iu du." luluds t•f mch other twtr

JO puralitm U or wu dl'ltnnlntd uudt·r M'dion 113 (&) (~} 

11 (B), or would ba,-e IJ\Tn ld dt-tt·nuitwd had ~th section 

12 been in effect. 

13 "(c) ~~SFEREE Uro" "" ExCilANOE.- Tbe tenn 

14. 'transferee upon an exdl&nge' means a corporation which 

15 upon an exchange uquiree: prupt~t.)' from another corpora-

16 tion in ucha..nge, "·boUJ t•r in r-ut, f4•r iu t<tock or aecuri~ 

17 or "·hkh acquirt.:t pro()('rt.) (1'\•ltl anutL('r turporation, tbt 

18 b.!lis of "-hich in its hands iJ ur wa. d•·tenllined under ~ 

19 tion 113 (a) (8) (B), or would ba'e Lo-rn so determined 

20 bad such section beE'n in effeet. 

21 " (d) CoNTROL.- The tenn 'control' means the owner--

22 ship or stock posse..ing at least 90 per centum of the tolal 

22 oombined •oting power or all cJu.es or otock entitled to •ole 

2f &Dd at Jea.t 90 per e..ntwn of th• tol&l ,..u •• or shares ol 

2S all daatt of stock of the tOr}Jot•ration. 



ror)'oralion 'VI'hi<'h UJIIOD an f'Xtiaana'r, or apoa a &qllidalioa 

pin or loss upon -·hid:a is not ~ by naoa. ol ._. 

tioo 112 (h) (6) or th< ...,....,poDding prorisioo ola prior 

rnenn<' l•w, has transferrt•d 11Ub11tanlially aD ol ita.,..._ 

'' (I) To a toUt'f("SS()f, or 

"(2) Tn nuut!U"r J•rt-dt~r. 

"(() StT( 'll'i.SoR.-Tit(' l ('nu -IU('('(WOJ'' Dlti.DI a 

corporati1iD "hkb ._ . ., in f"1i"'t('nce prior to lhe berUmiac 
of ib fint taublt )f'llf uud4'r thit IIUld:aaptn ud whieb, 

10 during; its IJ:Ul' pt·riod. n~ a lran•f4'1'ft upoa an udlaDp 

11 of 5111~tanti:tlly all uf tit(' IJ$fU of ooe or mort other 

12 fUfJH•ratinn ... ,,, wltic·b during ihJ bur Jl('riod was a eo~ 

13 tinn rt·('t·iving pm(M'ny UJMln th(' romplt>tt liquidation of ooc 

H ur tnnn• otlwr Nlf}M:Iratiotn! gain or low upon whkb wu DGt 

1:. n·<~titttil('d hy rt'I"DD uf ttl"fiun 112 {b) (6) or the mr· 

16 rr~r~mdinJ:' prHli .. ion ul a r•rior rnrnuf'o law. 

1i "(g) Pt:t:n:Kt::"n.u. Jt.\n: .. \lml·sy,-Thf' tnm 'pref-

18 rrt'nti:o~l mtt· amnuut' 1114"allJ @:,..10,000 or lh(' pft'ftff11tialn&t 

19 llmnullt c·umpuh·,l unclc•r sc·c·tiun 759, wbirhevrr is &be 

20 Jmallrr. 

21 "(h) Fnc.•n lkn~Huw•:t• (',\I'IT.-\1. R..uu:.-11at> tt>nn 

22 'fiN h-.rrnWL'41 l'llpilltl hn~t·' mc•~&n!l SWU,OOO or the fine 

Zl )Mirnmt·cl t'llJ'itul 1~1"4' c~nupult·•l nndrr llf'<1inu 760. •·bid:a· 

2f tnr is the l'lllltUt·r. 

2$ "(i) ~•:.usu BuKKnWf.D <'AI'ITAL B..uJB.- Tbf' ~nu 



"'' 

4 .. St:C. 7."ol. DL"TER'IIJ\ATIO\ Or JlROJIERTY JlAIO IS FOR 

ST()C:K ,,\0 Ot' RORRO"ED CA.PITAI. I~ tO\ 

.:\t.:l'TIO!\ "ITU U:ln U\ t.:X( fi.A~GE:S. 

"la} I'Hut·t.J:n· J>.uu t!\ Fmc ~·ro,·K.-ln rLt applic-4 

111 th h·nuiniug liw a1uounl )'ltitl iu for iitod, to( tlu· tnall.,ft·rt'f", 

10 •Jl a" J~AHJ-in fWl'IUS ut u a t•nutribution tn ('ll)•i!al ~of tLt 

ll tranJt•"'t·t, in t'l>hlll't.1ion 'rith JUrh t•XtiJanc:t• ~>o)y AJJIIDOUI1I 

1:! .Lall IH- tlr.·mtcl cu hnt' Lfot·ll 111 Jei,J Ill 1''11131 tu ClH· t'Xt'f'U 

13 ur lilt! ha~i:t iu chr hatuh uf lilt! tmu~ft.rt·t· uf tlw pmpt•rl)' tor 

H llu· ltnlu•h·rur rt'('dwd Lj llw tn•ll,ft·f\·{'1 UJNIII 1hr- ud111n~t· 

15 (uthtr thau fJatl wlud1 w~1 11dllu·r •n edmisrihle uor au 

16 IMtlmi'!SiLie a'Wf't in tlu• h11d,. u( ILl' lram.ft·wr) uu·r ll1f' 

17 1111111 uf-

lS " ( 1} ,\II) li1.1hilit) ul tlw lnll•~krHr a .. ~unu·J UJ~<on 

l9 ttu·h t·xduliiJ(t' and auy lillhilit) Juhjt·t·t to whi1·h llw 

20 J•rtl)wn~· was fl't't·ht·cl upun mel. •·xdutn~e, p]u,. 

21 "(:.!) ~ ·~t·g:.tc vi llw amount n( mnllf"_\' llJJ(t tht· 

•)<) (.!lit IUI'lrkrt \8)Ui' h[ any t~h .. r Vn'JK'n) IDit,ff·I'Tf'tl tulbf: 

:!:1 lntll~t·rur n"lttt·nuittt·tl tul,~ rn1·1ntl It)· J~u·h lnm,ft·rur 

24 willumttlu· rt·('fll-,'llitionnf~:nin. 

25 ··(h) Ucmwnn:u C.\I'JT_\1.,-Iu tlw applit71timl ~tf 1-h'• 

tiun il!l (•) tu a trauo;ft·rt·{' 11JNIII 1111 f"XdUltli:t·, th~ ~t·nn 



'1>1trtll\\l'•l •1lJ•ir:tl' J.hall uot i~tdutlt, illch·hlt·dut1>5 u~irutll~ 

,.,jJ!I·un-tl It) wcuritit·:c i~ttt•cl It~: tlu• tnlll,ft·rt'i' IIJ»un !ltWh 

r~u·h~m,:t• ll'l •·ua~i·l•·tatiun fur tht• J•ruJttrt~ of the tn.nsft•rur 

n-n:i\ ,.,J b~· tb~ lt41L~Jt·rt'<' upun aut.L uchan~, if (I) suc:h 

J.<'•'llritin •·•·n· Jtntprr1~· J~uniUt·d tu he rt'£-('tnd by tlte Jot'I'

JOn tu "holll JUt:L le<'Uiitit·s wt·n• i:MU'il wu.hout th(' ft't"OG"• 

7 uitiuu of .r;tiu aut! (:?) tlw iudd•h·clut"JJI t•ri~iu:ally f'\'itll'm·ql 

9 tnnsft·ror (utLn llulfl indd•tt·•lne!S "·Mdt in tlw traiL"ft·rnr'• 

10 bandit WWt subjt't1 lu du· limitation~ of this w1•"'(-'(.1inn) I"" 

12 ~tf~ ;:.:, t:ftlln I'\ E~IEO fAI 11T."I, I\ COS~ECTION 

13 \\ITII ('ERT\1'\ t;X(' II \MiER. 

" 
15 it~ tqllit~ ilt\t'%tl'llt-;~pital f~._tr t11dt d"~ tuloq'•lUMlt to the tby 

16 on l'hi.-1. IU('b t·t.dmu::" ltlOk. J•la('(> sh:t.ll 1M' rrdot'fd hJ at• 

l7 :&JHttOIII 1'~111,'11 Ill tltf" IIIOOUIII by \\)Udt tilt' ('qltity iun~trd 

23 irwuhni~'ihl«· tt~ 1 £ball bt> innt·1\Htl It)' tlw sum of ( 1) tht 

24 &lllllllllt t1f IIIHfti'Y or the fztir lllllfkt•t VlliUt' O( flOI))('ft) 

25 n·(·l·i\'t·d llwrdnr upun sttdt di'l>llloilinn wbid1 is m1t l~t·r~ 

9 



:>2 

(2) tbt amcMmt of liabililiH rhr ••mnplion of whith, or tht 

aequillilion of propc'rty l'Uhjrc·t tn whkh, jq uot ron•idt·l't'd 

3 'othtr prope-rty or IDQD(')'
1 nndC"r M"l'linn II:? (k), and 

f ~ by th~ amount of ~in or incrraottcl l1y thr amount 

5 of loa rtropiud upon surh disJ .. iiition. 

8 "'SEC. 1SS. BFFBCT OF CERTAIS EXCHANGES l!PON CER· 

TAJN ADMISSIBI.E ANI) INADMIS."11BLE ASSETM. 

8 

8 upon an txdaafljtt': rrrtht'11 l•y a lrnllli(rrur upon •nrl1 C'X· 

10 obanct t~halll~ lm~h-d a>~ nrilllt'r an athui9it.J,. nur an inad

U miaiblc uwt in the barul .. ur !!UdJ lnua .. ft·rnr atul iu tbr hand~ 
12 

of any lran•lrl'<'t' n't'l'it·ing ,, ... 11 ""' k "I""' a '"'"""'"''"' 
13 

exrhangr or upnn a t'>IIIJolt·t<• lioptiol"linu tlt·>t·ril•·d in ""·tion 

14 
112 (b) (fJ) (rum a tntm4t·rur iu whnM- lumd .. !iUdJ ,rock 

15 
wu nrithtr auaduti.;.siLk- flur an iu.a•lmi~la)('la~d. 

16 
"SEC. 1$<. BASE PERIOD OF SI '('('ES.<OR>< 

17 

18 
"For lht purp<J!if11 of thi" 1iuhdmplc·r-

u (a) Tht t~nu 'base pt·rilltl' in the filio>C or any SU('o 

19 
CftOOr (nctp< a ouC<O>sor dNrilo<d iu '"'"'"'tiou (b) of 

20 
this ...,ion) moans the pt·rind l"'girming with lhe 6N In· 

21 
abJ. ytar ol su<h su«eSS<>r or any (•rt'd«<s..«>r ther<...r begiD-

22 ning alt<r Dt .... mher 31, 193:;, and t·uding .. ·itb tbe day 
23 

pl'eftding d tt• bt•giuning u( !<Uda .. llt't't·st>or's ti~t taxllhlt• Jtal' 

24 undtr 1hi1 subchapter. 

"(b) lnlhf c-ase uf a mt·t~or whic·h \\'11 .. nor, a11d 1KIBt 
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the forty ... ight mouth:~ prior to tbe bf&i~Ulia« of tM ..., 

("t'Ssor'te finot tullhlt• )'f'lr under thia 1ubchapter, the bue 

ptoriud uf Mlt"h ~llt't'('l;.~lf ~>lmll ltt" 11t1ch forty--t"igbt IDOGlht. 

"{t') 'Bak prriod yn.r' in the- t"Ue ol any~ 

DM'*D!l any Oft«" uf lht four IU('('t'!Sih•t lWf'h·t---moodl pericMII 

btJlinuiua- fnrty...-ighr month!! prior lo the hf.giDDiac of tile 

SU('('Hsur'!' lin-t IIIX~thlc yt'ar undt•r tbi•l'ubrhapter. 

-&EC. 711. Sl TCCEMSOR BASE PERIOD Nn INCOIG. 

"(a) Jl.U<F. l'EIItoo DBTEIIlltl<ED UI<DBil 8Bcn .. 

10 75-1 (a} .-Thr iUI"("('~·•or be.M" pc"riod nt-1 iiK'OIIM! of a~ 

11 tor thtt l.n<~t• 1"'"'"1 nf whid1 i11 dctt>m1inrd undn lfdioa 

12 754 (ll) tnt'tlll<~ tilt' n~:gn·galf', rt"dun-d 111 providH: in ao),. 

13 §f«1iun (d, uf-

H 

IS 

16 

17 

18 

19 

" ( I ) The •urn of the •xrea profits oet iDoomo ol 

Mu·h JUC't't't:~ur for ead1 of its taxable >·ran in the hue 

period. and 

•• (~) The 'wn of tht ...... profits oet iDoomo ol 

ead1 t•rrdN·t•s""or thtrt'Of (or Ncb tuable year of IUClb 

prrclt·t'C·st<ur lH·ginning after l)('('('mber 31, 1935, aod 

befort the t'nhange by lftJiOD of 111·bit'h it beeamt a 

prtdt'tf'H<tr ~·ith respect to surb ai.K"C.'f'UUO' took place. 

··(b) 8.\."'ot~ l'uroo Dt.'T£1),11SED t'sDER 8BCTJo~ 

23 
i5-l (b) ,-'fill' tontt't'~:our ha!'f' IJC'riud llt't inroiM of a JIICt't!lloo 

24 
sor tbt' lm:ot• pt•rind of whid1 il'l d.-trrminf'd under section 

2$ i!H (h) mt'llll .. dlt' Rllll"'~tt•, n·dut..--d 111 prO\-ided in strb--



10 

11 

12 

13 

14 

~~ 

16 

17 

18 

19 

!!0 

21 

22 

23 

24 

~~ 

" ( 1) Tht· "IIIII nf llu• j"\1~ pr"lil~ tlt'l int1•1w• h( 

s:ud1 am'("('!ISM f"r t•ac-IJ .. r ''' tllu.lolt• ~ •·nN- in tht' ha;o 

ptriod, and 

"(2) The Rim ~oflht" r::l('("g: J•rofil! nc·t innlrtlf' 411 

f"•c·h t•rYdtc'fUOr dttrrof for I"%U·b luahlr )Mlr of~ 

J•rf'c1t•t1."aor ht·,&:"iunins: afh·r lkn·ml..:·r :ll. l!tJ,'), JUtd 

ht·furt1 tlw n.dullll{l' I•,\' rt';'"''' u( Wltid• it l•tt1llliC d. 

pn·clt•t"t;b(ot vdtil l't'!-Jit"t1 1•1 JQ(_h lllM'C"t'!l:lt.•r l•o~•L. l'la<T 

"'(.\) IH J_.fl'l'flll111l•.f In llnttft uf lfttolltnof,IIJI 

.... ~,ou,uno, and 

"" (B) ~ JlfT t't'DIIlDl of Jbr rc•n..,mdt·r nl IIK'b 

._..,, 
umhit•li•·d hy thr tauml)\·r r•f prri .. ,lf uf rwrl\'t• mot•tht 

(ll('ginnin,~:: with tilt' llfJ::"itmih,IZ uf tlw lm~f' J'l4:ritwl) dur

ing 1111' •f.,.),. nf whid1 ne·itlot•r llw Rli'('N$uf nur anJ 

pn··J·~·r IJ,,.rtof ... L'I in ui,.tl'ocr,an,J 

"(4) .\ n aroounr tqJUII~ tl•e- .a•tu •·f-
" ( \ } If) pt•f fi'lliUIII of1u IIIIlCh to( llt~ afllOWll 

tldf·nttiutd uud('r nc·ti••n ill (!} (5) (B) 'lllitlt 
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" ( 8) R ptr con tum ol the mnoiador ol .ti 

IIDOUIIt 

mohiplitd b_,. thr number ol daY" iD the ............ ol 

4 that pon ol tl.- ._ ptrifld duri"« wloidl ~Wid~« t11o 

I IUC'ftDOf' nnr any r~r IIH f'f'Of .... in .~. 

t and divided b~· 3R.~. 

"(c) Jo;t"t'fA'T Ot' l>t-:t'IC'ITK us Sl!fX'HtWJIR BARB 

Pmooo s .. 'T Jsnnrv .. -Jn tht>,... uf .. n tuable year ol 

the sutW"stur nr any J'n-d~ thf.rf'Of durinc abe l.ue 

10 period, in •·hieh tbr df'ductiOil!l plm thr t'l"f'dit for diridmds 

U lft'Pind txt'('(odc-d gn~ iuromf'. lhr 111m ol mC'h f'XCf'llel for 

11 tach tll<"h .n·rtr ~tlu•ll. ~ouhjf'l1 to lhr prm·i111iont of IIUt.ection 

11 (d), IM" dt•dtwtc•d frnm llw amnunt dt>tf'mlinN under sub~ 

14 !llfdion (a) or ml•'C.'<'1ioo (b), u thr t"all4': may bto. 

15 .. (d) ~•·t:nAt R1:1.E rx C.u1 or Oo~aol.IDA.TD 

II Du!CJT.-

17 " ( I ) I u lilA kin~ tho tompnlariono under .......... 

18 tinna (a), (b), and (r), !here &hall ),. di•regardod---

19 " (A ) The .. ..., profi,. nt't inrome ollhe ,..,. 

::.» <TYOr and of f'adt p~r tht>rf'Of for any tu:-

%1 able ~·('ar rnding- with or within the 10~1 t..e 

22 proriod ,yrar in ··lti('h c~m-d rbr lal)tt'St eomor ... 
23 datt-cl th•tidt, rllld 

31 " ( R) Till' f'XN'<N of thf' drdnrtinnt phu: the 

a c·n·dit fur ~Jj,jc)c•ntl'l n-cTh·NI o\·rr {f'W inrome fttr 



1111 ta:uble year of the ltlt'ft'*»r and for eaeb tu-

1 able 1f1U ol any p~•or thel't'OI •ndillj! with or 

I willliD the IMft'IIIW'• b.M' pt"ri•JCI yNr in whirb oc-

t .....,. lheloiJI"'C ..-.lidot ... l d.-lint. 

"(II For the ,.,._ ol thi• "''-tioo • .,._,. 
t ..._. 41e&it' for uy but pt"riod ,·rar nlf'an.os thr nftM 

8 "(AI Tbe IWD olthe d<-dn<1ion• plus the mdit 

1 lor di.-..., ftftind for .. cb taubl< yoor ol the 

10 - IIIII for ...b taubl< ~ .. , of any pnd&-

U .-. tbereof, mding with ur ,.,.ilbin such but 

11 period yeor, .... 

18 11 (B) '1\e awn ol tbl' grtlll!li iut•umt' for tub 

1' tuable year of the JU("(."f',OOf ar•d fur , .. rh taublt 

16 '1f1U ol aay ~r th•rrof •·nding ..-itb or 

18 withia aod! buo period y.ar. 

11 "(el Al>JUIITKEST8 IS llt:TF.klltSISO t:xt·-fl!.-

18 Ia det.ermininc the amount of any t'Xt't'~ umll'f 11n~ioo 

11 (c) or (d), the adjWitmt·nts l''u,·ith·d in M"<·tiun 711 (h) 

10 .......... 

ll "(f) eu..,.-o or PltF.oF.cm2MtR'M TAXADIY. Yr..u or 

B Bz:CJU.xoa.-For tht pui'JM*.'$ of tbi!ll N>c1iuu auy p~ 

• 101"1 lauble ytar in •·hirb the f'XC"hang<" hy rt'ason of •·bieb 

16 it became a pndiHlt:IIOr with n'Spt•t·t to tiH' !IUC'('f'8SOF took 

• plaoe oholl he deemed to ha,·e ,,Jo,.o,f on tl,. <lay ol oadl 
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II 

12 

13 

14 

I~ 

16 

17 

57 

'IIBC. 110. 8VCCE880R BASE PERIOD INVUTSD CAPITAL. 

"(a) BA11H Pranoo Drmunmrm Ur<on 88onoiC 7M 

(a) .-Tbe OU<'«''I''r base period inv..u.l napiral cl a -

sor the bft~ J'l('riod of whit•b i• dt"tt-nuinNI under lectioa 

754 (o) ahall IJ<> tl•• agi(Jl'gat< of-

" (I I r .. ;., . .,,td rapiral fOI" .. mol iu tuablo Y""' 

iD tM hat prriod. and 

.. (2) n.. """ ul •h• in>tlltd napiral ul nam 
~r thtn.ool for t-af.-h taub~ year ol. tuth prM. 

f'fftSOr ~inniua- after I~mbrr 31, 1935, aod bffore 

tht urbangr by rn~n of whit-b it btarne a p~ 

~:ith rr11pt·rt to 11urh sut't't'I!ICif look pla<'f'. }'or thf.' pur· 

JIOII"' of lhi• paragraph and t«tion 715 tnJeb pr<d

ft't'1Sor'll t.ttnhlt• _yt>ar in whi('b sud1 t•1tiwlgr took place 

!WaU llf' d~mt-d to hn(' t'JoM.d on lhe day of RK:b 

txrhan.:r. 

"(b) BAl"E PERJoo DETEilliL'<IID t:~DD Sscrror< 7M 

18 (b) .-Tb• "'""""'base period inv..ud napiral cl a-
19 tor tht bt.tt ptrittd of wbieh is detenuintrd Wldtr Hdioa. 7M 

~ (b) aball be the aggregate of-

21 .. (I) hll iii\'C!itCd capital lor ('IU.'b or its l&Uble yean 

23 in the base period, and 

Zl " ( 2) Tb• •um of the in•·t~~td c:apiul cl nad! pnd-

:N - cb.reol for each tuablo year ololl<h .,........... 

211 becimW>g aher Doeombor 31, 11135, ODd belan the u-
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...... by_, cl whim it htnuno 1 .-J-wltlo 
I nopeet to ..Jt _, tonk pia,... }'or the ~ 

I tllhlo ,.,..... ... aod oodioo 7t5 IUdl p..._,, 
t tuoYe.,..,;, wfUtfl IUdl .x.-iuln~ look (•laoo ...... 

6 ..._. 10 ho .. <lootcl 00 th• day ol ......... ......,. .... 

8 • (I) Aa amount rqual to the- •ntot~nt df't........_. 

UDder~.., 714 (I) (~) (II) with mpen 10 oudt 

8 - -!liplifd by tht numl..,. of poriod• cl twtlft 

t _., (~ with tile I.-ginning cl Ill• ... 

10 ,....., ""'"'«the whole .~ "bi<b ntith" tht -

U aor ay ~ thf'f'f'Of ",."in nistt-o~. and 

U "(4) Aa amount f"4)tUII In tht• amount df'f<'rminfll 

lJ ltlllltr _...., 714 (I) (~) (II) -·ith '"'P"t to oudt 

t• ~ malliplitd l.y th numlot·r uf tbl~"'!ll in the ,. 

Jl ....... "' ......... "' tbt ...... ptriod dllriof ..... 

Jl aeilbtr dte- nor ""Y prtd«._. tbmol-

If lot .m.-, aod thidetl by SM. 

Jl "RC. m. COIIPDTATIO!C or LOWP!!!T INVEST11D CAPITAL 

11 IN COJifHB<TION WITH EXCHANGES. 

30 "{a) LoWEST INVDn'P.P (-..,PITAL or TuNsn-.-

11 "'U) TAXABLE. TF_ur or r.xc11AS"Gr..-11tt lnwM 

21 in1"f~Utcl capita) of a tranK(('ror UJtOn an txtbngt aft• 

• the hfginning of i111 fim tn:nhl'· )'tar und("r this • 

tl ehaptft' shaD, for thr tunt1ll"' yf'nr in whi<'h thf' nchaatl 
Ill ..... pia ..... ht ......... of-



lie 

"(A) Ito luwool ie ....... eop1111 ~ 

t ,.-liDc 1M nt'honp IMIIiplocl "' .. ~ 
1 Ill clap in lhe tuoble YNf op to aaol ...... 

I .. ,. ollhe n<hange, plao 

I "(B) The.......,,....,..... ..-;.tf}ift 
I (2) (A) cl lhio ................... .,. • 

• 
• 
• 
D 

• 
• 

.........,. ol clap in lhe tuoblo ,._ ........ ... 

... .. yclth.ntha..,., 

....... ~,. lhe lltiJIINr ol .. ,.. ill .. llaUt ,._, 

"(!) TAXABLE TEA• AnD ~ 

loweol inv..ud Npilll ol a ........... .,. .. ......;J/' 
after lhe bej!inning ol ill ftnl luoblo ,._ -- ttlf 
•llrJJapter .ball. ,.,. any ru.Wo ,.- allor lhe ,... 

....... tho .. ~ ..... place, ............ , ., 

lollowiag ........... ;. tbe ....,, 

"(A).ba-wltlelllooul .... .. 

to the ............... •,;t-!111 ......... til 
...U.tely ,......&nc ............... ..., , 

........ pital ,.,. tbe .. y altor .......... .... 

to ill dotily invrotecl tapital far lhe .. ,. 4 lhe Jll 
dwJge;or 

"(B) The omalleat in..-.1 ..pilollar r.if 
,._ .....-., """' tuaWo ,..., ....... ...., 

.. tuable year"' lhe ........ 



eo 
1 "(b) J:.Q..- J~<TDTBD CAPITAL or Tul<IIPBDIL-

2 " (I) TASAIILII JB.l& OF &XCIIAl<GR.-Tho lo-

a ........ pita! ol • tnwf .... upon .. tuba""' ..... 

• ... ~ollbe lint I&UW.yrw OU>dotlhis,.. 

.._,... ol a lrUIIIoror upon oam n..toa.,..., ohaD. ,_ 

I lbe 1uaWe yror ia whim lho n....,ni(O look p1o.,., be 

T ... _oi-

l "(A) Ill lo.....,. inv .. lod rapilal iiiUIIodialoly 

t ..-ur lbe ~ mukiptiod by the aambor 

10 fll .. ,. ia lbe I&UbJe )'Nf Up IO aad indadior 
u ...... yollbe~. plut 

12 "(B) Tho amount oornJoulod und<r paragnph 

13 (2) (A) ollhis •ubaorlion mulri(•liod by the • ..,. 

1• llor ol do11 ia lbo I&UW. y.., romaiaiag altor the 

13 .. yollbee...,.., 

11 olirii!N by tho IIIIIDbor ol daya in 1he I&Uble yoor. For 

IT the~ ollhis JlllfA«ff'pb and .u'-tioa (<) ol 

11 lhis ~ 'oxebaace' includoa a liquidation deorribod 

It ia JU"-tioa (b) (3) ' aad JU<h .. ~ ohall be 

20 ........ 10 .... lakeD place 00 ""' day JU<b tiq~ 
21 --plewd. 
22 • (2) TAUJU.a 1'lWI8 APTBII BXCD.lNOB.-Tha 

:18 lowool iaveoted capital ol a tnnoloroo upon an ........ 

H Iller lbo flotlianial of the lint I&Uble yoor aade< lhio 

:18 ........... ol a lrullloror upon mth nebaoce. ... 



10 

II 

12 

13 

II 

15 
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18 

19 

20 

21 

Zl 

23 

24 
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for any Wahle yt·ar Hfrt·r dtt' Jt&r in which the u

dtangl" took plan·, he whidu·n·r Clf the foUowing 

amount.; is the ~mallt·r: 

"(.-\) It~ li•wt·~t iuw .. tt·d t'llpillll inml(·diutd~· 

prtt'ftling thf' t:xduHlJ(t' iut·rt·lt"NI hy an amount 

~1ual to tht' nc·t·ll 11f thr luwt"Jt inn~tt'd C:aJlital 

(I( the tnlll'·ft·rt•r iuun.;-·,Jiutdy J•n·t~·diug th(' u:chan~e 

oHr the anMmt t'Otuptah·d tm•kr suJ..,t'dit•n (a) 

(:!) (.\) \\ith ""'l'•·d In Rlth trau~ftwr; or 

"(B) It-t Ht.wllt•U inH·,h·d ('llJ•ital fur any yea.r 

ta:o<ahl<' yrar Hf rhr rxrhangr. 

"(3) TAX.\Ilt.ll \E.\ I!~ .\f"TJ·:U EXCH A!\Qt<; IX CA!:iR 

m· C'OIH'OR.\TIOX tmtU\'lSO I' IHWniT\ tSOER SF.C-

TIO~ It:! (b) (81.-l"l•un tht· rt'<"('ipt by a Mrporatinn 

d11rin( any t.anhle )'l'af Uttd•·r thi!f fUht.:L.apttr of prop

rrt~· in tomph-tl' li>JuitLUiun of lluothtr cnrpor~tinn, gain 

{If ).hS U))(tU wltid1 it 11nt f('(~t('lilf'd b)' reason or l'e~ 

tiun 112 (U) {H), th<• I•1WM-t inn~trd capital or the 

tilqHJration n·<'<'iving ~<u<"h pmp<'rt)' for any tuable year 

&ftt'r the lit1uidnri11n j., CillliJIINNI ~hnll be an amount 

tfjll:tl lu it:-. luwt•,l iuntott'd t'tl)lill•l imuwdintels prreed

ing the <'OillJlkfi(tl\ ()( the licJui<Lt.tiun, inrna.. .. ed by an 

11uuunt ('C'IqaJtu tht' luw('!->1 inH"51('d t•pitalnf su('b otht>r 





10 

u 

12 

r,.;l 

t11.J•itlll ilulll(llilltdy prt·t·fdiug a11~· t\t'lian~et· iu md1 

tn\Hitlt' ."'';If touh~t·tiU('nt to tht• firo..t t•uhan,(Ce thrrl'in 

t>ha.ll lw llu..' alw•nut t'UIIl{'Htt·d muiN IUh~t·fti .. n (h) { 1) 

wili1 l't ~~~1 In thf' imulMillh·1)' }'rt~·ling t:UbaJI:!t: u 

if the tADhk ymr dosM flo tlu· tb.Y nl wdt auhltqofnt 

ruhanJ(f. 

"(:I) If :t trnll.!lft·rnr or trnu~ft·n·t· upt•n an fX+ 

th11n une 6dumg._, (t·it1u·r ~ rran)ft·wr nr fntrL~ft'rt'<'), 

iltl I•JWftl imc• lt-.) C11pi11ll fur •n) laxal•lt· )'t"AT .,rtt r 
Ill<' &ullbl<' \·nr ur ·vrbit-b md1 ndwnKf" h~k i'Lu t' 

flmll ltr tlw llnnullt C'ompnlt'd urult·r ~uh .. t·ftion (a) 

(~), or (I!} {:!) ur (:q, ail llu• n1'1' 11111~· l.r, with 

l'f'l<J~·t In tlu·la'4 sudt ndumgf'. 

l:t ~E('. r;.~ ('0~11-.l'T.\TIO~ OF' 8.\SE Pf:RIOO f'ERCE~TAGE 

16 I' f0''ECTIO~ WITII f;\,('11.\:"GLS. 

li ''(a) Ttt.\'·"''U:t:E t'OR T.\XAIII.tl Yt:.\R OF Ex· 

18 fiiA:\Ot:.-ln tlu• t'IL'-t· uf n tntn,ft·r('t' upou 1111 t•Xdlan~e &hf'r 

19 tbe hf·t;nuiiiJ: nf tht• fiN tuablr yt·1tr undrr thi$ sub-

20 chaJ.•I('r c,f tilt- tnuufemr upon snd1 f•.xdUIItlJ:t', ft•r thto tu-

21 ablf' ,yu.r iu •lti~o:h lilt' rxchan~e takts pl4N't the tnn4f'n'f' 

%! shaU be d('crne~l tu hne a bnsc ptriOtl Jlttc'f'Db~ (t~t·bt·thtr 

23 c•r not it WI\" in t•xi~tt·nt·.,. during tht• !.:1~ t~t·rind) rquAI IU 

24 the j)('f('('UIIIf.;(' whith till' !tlliD flf-

2S " (I) .\n amnnnt r:qwd tu d1t• tmn~fl·ror's ba.l;e 



.. 
1 ,..w ....-. immocliatoly proeedioc lbe ue11up 

1 ollbe - ol ita low"' iuveottd <&J>ilallor lbo lualllo 

• r- - ill lo- iuv..atd ... pilal immodialely ,... 

' ................... 
I "Ill h - equal to lbo traaoioftol .... 

,..W ...-... (immtdialrly P.....tiac lbo ... 

...... I ol ita low"' iuveot.d t&pilal in...,.dialely pn-

8 ...... lbo ...... 

• il ol ............... low.a iu .. ottd t&pilal lnr lbe oauW. 

11 )'001' .. wloida lbo ............ ploft. 

u ·1~1 Tu1<IIPIOIIIII,.,. r .• .uau r. .... AFTD Ex-

u Cl~UJ~a.-llllbo - ol a traaofr,.. "I""' an ........ lfttr 

11 lbo bfcinnin1 ollbe 61'11 luablo yrer under ohio oubrbaplfr 

J6 ollbe traaoferor a.- sadl •srbaDJ:•, lor Nm IUabJr )'NI 

11 .......... )'001' .. lbo tsrbaDJ:r lh• ,,..., .... sJ.II br 

18 ....._. to l>ano a ._ period prrrrn.._.. (•·b•dJtr or DOt it 

11 - .. .,.._ darioc lbo bur period) .. ,uaJ •• lbo ..... 

11 ........ wbido lbo IWO o/-

11 

10 

u ( 1) An amount equal to 1be tnnaftror'• belt 

poriocl ~ ollbe n.,.. ol ohe ,,...r...,..·, lo,... 

D ........ <apilal immtdiat.ly pr1'<0diD« obr nrbaocr onr 

II ... __ paled anclrr...oion767 1•1 121 IAI, 
• plao 

:N 11 (2) An amount equal to the translt>ree'• t... 

• porioclperoe ..... immtdial<ly 1'""-.di"l lbo ...... 



41f ih lowfi<l irm·•INI (·apitnl irrmwdirHrly prti't·ding lh<' 

nchange 

i'l t,f tlu• amowtl t'iiiiiUJJUif•d uutlt·r :oof't·tiun 'j[1i (l1) (::) (.\ ). 

"(c) B.\~t; Puuuu Pu<c·t:;_~T.ti.GE J\ ('.\M' or Two oa 

)h•RR Excrr.\:'\r.•~..,l\ S.\\IF:. T.\X.\IU.F. YK\R,-

" (I) H • tnw~ft·n-e up•on an t·xdmfllo!l' i11 iu the l'llme 

wahlr y<'llr im·uhNI in n111re lhRn on(' u d umge a!! a 

tnmsfen·t', it'! litt .. t· pt·ri~Kl J'f.•l"('('nl~ge lt•r "ud1 tuable 

ytt~r !<hall he dw ltluuunt d•·tfmri~·d Un•Ja ~onlrtt·rtinn 

10 (a) wilb mptn tu dat' W.t ~l·b t·xduuage in sut·b t.tx-

11 abll' yr.u. 1!111 1Nt.-"i('' Jot·riut) J~t·rtt·UIAg\• iruuteflillttl)· prt· 

12 {'('()iug any 4'XthMII~ot:t· in •ud1 uu:ahl1• )l'M •mL:-•-qtu•nt to 

13 thf' fir-1 <'X('hnnu;t· tlu•rt·in .,hall II(• tlr(' ftllllltult t'()mpult'd 

1t undtr f>Ub!<4·fti••n (n) wirh re•pr,o<-1 to dtt~ immediattl)· 

15 pn'ffdint: uduu14:t e if io dte ff•mpututi,,u of tbt trau. 

1ft ft'n-e's lu•t t inn't>lttl hlJ,ital lt~r the tax.ahlt )'l'ftl !Qlt·h 

li taxahk• yr111r ti•Htl ~o~~ tht d:ty t.f ruth •ul~t·qurol 

IH ex<·hrmge. 

1!.1 "(:?) 1f n tnrll .. f~·rc·t• u~m an udaong~:~ i~ in the 

lJ x:tme tuaM1• ~ t'lr il•\·toh •·(l in murt· tlran orw udmnge &!> 

~I a tran .. ftm·, ib IJJ.JW 1"-·riud J'W'ft'tlllal'l' fur Ul)' tanLle 

~ ytar aftn 1111' Ia XII hie ~ t'1lr in wbit·h sorb ndum:,:-rt tnok 

l:1 Jthl<·e !'h1llllw thr unwunt t'Omputed undt.·r Mth"t·<·tinn (b) 

:!1 with rrspt•<t tu tlu• ]I\., I ~uch excbtu1ge. 

ll.R.I()l 13--5 
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"'SEr~ 7:'i9.f0'11' l 'T .\ TJO:\ OF l'rt~t·t:n t::\TT .\1. R.\TE .\,IOt:\T 

I:\ t'O:\~U'TJO:\" \\ITII l:.:\('11 \ :\(:Ut 

"'(:~) P~>n n:FSTI\LH.\n .\MIJI'~ToFTit.\'\SI.t:T!oJ:.--

.. (1} T.\L\nt.E \t!.\lc oy tXt'lt\St•F--ln tiJf' tt..'t' 

t•f a ll'lfi.J'Nnr 11pun an r:c:dllllltgt• •fler tbt" llf'~nning 61 

iN fil't t•"<ni.J<' .Yt"'r umlt•r rlus •uhd~o<tJ•fC''~', it.-t pn·faf·n· 

rial rntf' Mut·uut fur till' t n,:lhltt ,\'4'nr iu whirh alu ~-~· 

d umut· t11k~ plat-e t-hai! he tbe 11urn •·f-

•• (.\ ) Jt! prt·fl'n"DtiaJ rate 11\IUOUUl iiDfll(·dQtdy 

1'"-"t,."--ding the c·xdj,.;n~· muhiJtlird h~ the 111tn1htr 

t•f tl.a~s in tb(' t.u.ahle ,\f'l.r o.1p In auc) mduclin~: tht• 

dn)· t•f rlw t·:nhnngt•, Jtlns 

" (B) li s pn:fl·rt·nTi~tl nth· ruuoUnl f1•r tlw hil. 

a hit• )"t'3r aftrr the t·xdL.'tl•~··· 

di,·idtt) 11)' tbe nurnbtr 11f d:l)""J .n lla• l.!llLie yl.'ftr. 

"(2) T.\X.\IJJ.r YE..\1~ .u'Tnc .r:x• 11.um~ l'"'·nr.r. 

1~0 t ·o~Ttrm .. - l n tht• t·3.i:C uf h rranMt·rnr upun an 

t':nhnu~(' Aftt•r tilt• bc.•giuuiug nf irs finot t~:~xalllc.• Jt'l:lr 

umltr tl.U 11uhdu11p1"r. if iwrucdintdy nflt·r tht· uduwKe 

thf' tnn~ft·rur ••r ,roo: t<ha.rtboMffl, (•r lmth, ftn" in <".,tlln•l 

or tbe trnn.'~<f~l'f'{', tlu· lranckror'll rrrft•n>nlinl raft• 

auwuut fnr any taublt· ~·t·ar 1f1t•r tlw l:aui,J(' war in 

whi('h lht' t•xdumgr tukt'11 plat·t· t.h:tll llf' nu ntrumnt 

whirb is a )l('n'l·ntll~l' (•( it.i: pn·f(·rt·urinl mit' tuuonnl itn~ 

mt·diaH·I)' J•rt'cttliu~ tl1(' nd.at1ge MJUA) tu thto Jl("f· 
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centage •d•ida its dsil~· in\'l~ftd tapital for dte diyalter 

the f'Xflutllg't' ill nf it~ dail~· inwMtt'd Ntpitll) for the lay 

I of the est~UIInJtt'". 

'' (S) T.\XAHtK l'KARS ~\FI'D n:MrAifOJt ~ornr-

1'01.VJNo t'O~JI •• -Io the fUr el a tnlllleror .,.. 

I an eschangf' (nlhf'r than a lniMff'ror dNrribttd in pua

grapb (4) of thi• •nl•u•rtion) aft.r th• hoginhing oliibl 

fim: tauhl4' ~·r1tr nndt>r this sohclllptrr, if immediately 

aftu d..1f" urbangt> no tran!d't•ror or il• :daa~ cw 

10 

u 

12 

II 

14 

1J 

II 

17 

18 

both, upon the rxcb~ art' in ("UU)Irol of the tni.Diferw, 

aad if thr ~tbarc-holdrl'!l of the tramftrrt' imroediarely 

prt'ctding tlu• rxrlum~f' Bf'f not in rontrol of the ,,.._. 

ff'~ innuc-rfinh·l.\· Ah(·r tf•t> tx<"haflJC', tl1r tnmderiir'1 

pn-ff'l'f'ntinl rllf' amount for any taxal.lfo yrar altPr tile 

nrbttngt> !lhall two tlu· n(Ttl."'l, if an~·. or thf' JUin .., "e 

lran:!J•ror't prrft"n-ntial rate amount and tbr t:nlllferee',t 

prt'ftrt'nlial nUt• amuunt immtdiately precHinc 1M 

nclwtge onr 1600,000. f' 

11 " ( 4) '1' •\ X .\ Ill. E \""EAHS AFTBR l'DTMM b.-

20 CII.A...'IGD\ n..:IIF.B SECTION II t (b) (&}.-In the CB»-bf 

21 1111 e1rloang< aftrr til!' ~mung of the lint tauble 'jiU 

ll2 uuder this •ulH~InJ•trr td auy trandrn.r ur transf4iwe 

2:1 UlkJD sut·h t•xt·htwg,•, iu,·uh·iog two ur DK.IR' rransft'I'OD. 

24 or one or auun· trallldcrurv and one or more other ;er· 
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2 P'ti!F.:F..-

10 

II 

12 

13 

~~ 

li 

f'H:-iTHOI..-Tn th t> <'ft!'e of a tmn~fc·n·<· UJHlll an t•xc·lumgt' 

Aftf·r tbt hrginning of tht> flr"!<t tn.1thlf' ~'('fir uncltr thi" 

.. uhc:hapttr (J( a tran~fc·ror Uf'C'O ttwh txdumg('! thr: tran<r.

f,·rt'f''<~ pnofe-n-ntia.l rate amnunt fur tlu• lAuhl~ ~·tar in 

"'·bit-L thr uc-han~t> talf'S J•I:~N" ~-ohall J,(' 1),., ~Ill uf-

"(.\) It~ pr'!'ferrntial rmte amount inuntdiatd~· 

Jllllt·d all i( tht' tut~hlr yNir d•t<~t•l c•n thr day prr

C't•din~.t tlu· d:1y t•f thr c·xc·hr1np:c•), whidl('\'l"t i11 tlu.• 

lilllllllt·r, nmltipli1·d ~~~ thl' rnuul~r nf cl:l)11 in lht' 

tuAbll' )"far up to and inthuliu~ tbr cia~· uf the 

c>uhangt, pin" 

1' (U) I t" J•rt'fc·n-utiAI ntfl AllltoUJot fur the tax

AJ.If' :rt'llr afttr the nrh:m~ mnhi,,Jird by the nnm

l~·r co( day.;; in ll·e taxahlc ~tar ft'DlftininJt afttr the

dl\y of tl•t• c·xthan,~rt, 

dil"idf'd by the numbtr of da),. in thf! taxa hit year. For 

1he Jlllr"I)Q~t'~ of this pnrngmph Rfll.l ~uh•t'<"liou (c) of 

lhi!l $N:tion 'exchange' includt't a liquidation described 

in paragraph (5) of thi111 sub~tion, and such uchange 

aLaJI bo d .. mtd to hA>e takto plat<- oo the day ouch 

liclWdatioo 'Wall compleud. 

I 

I' 
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"Ill T.t.SAIILII YUa .&no RXC1LUIOII.._ .. 

1 nm cmrnoL.-ID the mse of a tramferee Dpclll a .. 

1 ......... tbe ~ uf th< lint t.uable ,_-

6 ..... dlio ........... of a transfer<>< upoa .ad! .. 

I ...... if u.u-lialoly after the •ubaace UlY -

1 faw ..,... ...h a<ha..,. or it• ..t>an•huldrn, w bo4, 

1 are iD cootrol of the tnw!dert•e, lhl• ttlllwJt>ree's prefHeD-

1 u.J ra&e amuul for any taubk- yrar ahl'r tltt!' e~ 

t Jltall bt u aiDOUilt "·bich i." • pt·m-nragt> vi 'RICh tnlll-

• ftror'a prdenatial ratr anmurtt ium .. ·diatC"Iy pffftdiac 

U abe eubaDp equal to lht IW'n-."nlagr wbidt tbr rXftlll 

U ol tbe trallllf'h"e1
J daily irn •·•h·d '""1~1111 fnr the W.y aft« 

11 &be eubaap onr iu daily inw'ff('d 11tpital fur thf' day ol 

H the uebaap is of 1111cb ll'llfl'ft•rur'• .t.ii,Y innttt'd ntpital 

11 for lbo da) of the ""'"~· 
11 "(I) TAUIII.B TEAIB API'D KXCR..UCOB liO'r DJ-

11 VOLYDO OOX"nnL,-ln tht! taN! of 1 transferee apoa U 

18 adoaop I other than a traMfrr .. d•,.,rihed in paragraph 

Ill 141 of thia mbaediool after the b<ginning of lbo 6n& 

10 t.uablo yar UDder thia ODhehap<rr of a traoafaroc upoa 

II .ad! eubaap, if immediately alkr the •:ubaase ao 

II truofetW or ill aba"'boldrn, or bolh, are io 001111<11 tl 

II tbe lmllfe,..., aod if the •harebulden of the lrulleree 

M imuto<lialo1y pn<ediog the ucbaop are aol iD 001111<11 

• cl tbe lraDoferee immediately alter tho eubaap. tllo 
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trtnsft·rre'i prrft•rcntial rateo amooltl for -.ny \&nble 

J('l.f afu·r tlu'l exdU'IJtj:!t l'hall he .All amount tqua1 to 

(.\) tlw IUillt•f tLc trau~ftrnr'• l'n·ft·rt·lttitll mte amount 

and the tmn~ft·rce'!> JITderl·utiul nut· fUnnm•t innntdiau•ly 

pn·<·t·tliug the l':<thnngc, or (B) $!'>00,000, whidlt\'t'r 

i11 the t-ll~-."llltr • 

.. (.J.} l.\X.\BU; H:.\1(8 uu:n n:kT.\1~ EX

' Jl,\;;coi:S na,E& ~J:.·no~ 1 t: (b, (.S .-In t.l1t t"UC 

,,ran · ·u tangt· c1~ni1K·d in ttaJ.-IIfC":ion (a) {4) nf tbii 

10 ~rtiWn. tht I· efcrl.'nti.U rat(' mount (•I the traru.ft·rtt' 

11 tiJ'UII NU:h t·'\duUit:t' ftiT nny la'\tthle )f>liT aftrr 1}1(" 

12 n.di:U4-(t' ,.!utll he au tiiii!KUII ftluul ( .\) tu thr ~oum 

13 nf t) ll' /I UWIIIIH t'fliiiJlllh·d UIH!t•T Mth )'llrtljtfnJ'h (.\) nf 

U 'twh llinh"<"Tiion with ft''J<d tu t':H'h tmu~fNur hT (13) 

17 

I~ 

19 

:!II 

21 

Zl 

"p) 'f,\X.\81.£ H:..\ts ,\llf.R 1-IQl'lll.\TIOX 1~ 

J:.liu M I~·~~ upuu whid1 is 11111 rHn~o:nit4·d h~· n·a~on 

a•f 1n1ion II:! (b) (li), !Ill' prda•n·urinl Tllh' t~.mmUit 

u( 1lu• I"'fJIOntfi•m n.'<'ti,·in~ ,:uda J•napt'Th f1}r any tax· 

fthlt• \ tllf artrr tbr ·itlllitlatiun 111 t•nfaat•ltolf>ll ~I ~.Mil I)(' Oin 

amount CCJWI.l to its prdereo.t.ial rat., amount inuurdiatt'ly 







''(IIJ !-i~>:tnsu ~~'''su"'.'' c \ITI'.\1. n.\~1: tw TJ!.\s&

HTIIB ('t"IS ~:Xr·JJ,\Sta: 1)1;\'oJfT~o ('OXTI:4H .. - Ju lhe 

r'3W of a u·nn,<frw•r upou an f'XlfJDngt ahl'r ~he IJ.rcinn~ nf 

'l! fiDt a.ublt \C".Df urtdtr tht!!: subc-IUtJ•ltr, al lDlllX'di:atdy 

after tbo t·xduuttt· the lnlruft·rur or iu tltarffiuldtn. ·~r both, 

11rr iu ,-.,ulrnl tol tilt' lrl1m.ftrt'(' tlu· Unuilftrur'• lltt1•nt1 hell'· 

7 rt~wt·•l c·nl'ital haw for uJ•}' rLn 1tlll·r tht t·xdumgc_, ~L;Ill Lc-

10 

11 

12 

13 

u 
1S 

16 

17 

18 

19 

21) 

21 

23 

24 

"II) II RJth lrarm'rn•r hacl burrowt'd at pit..! for 

d1t tby c f lhe • 1ch:tn:•·· an amount •oqtt.tl to iu t"qUity 

inum-d ('J)-ital for lht' dn nfl(' d1r t'l.t bnn::-e-

• ( ,\) P':!u au &11114llll ""ltkb Ill • r)f'rt~Dl:tl:f' of 

lht· t'!U'tst uf li:C ~f't'CIIltl ))Ufi'U\\t tl 1'1J•II:tl h:1q> inl• 

tliCcliti!CI_\· Jtl'fTtdiug llw 1 ''IIIUigt• n\'t'r il~ ftlJlily 

inwtttd , .. pital (or lbe rb) rof ILl' r:u·harJ:!t'• tq113l 

to lbt' pt'fft'Dl:!f:f' •brt·b tlu' bom••·.-d opitai Dfll 

aequ1rtd by tht tran.<t!C'f't'C' from t.hr tran~t>ror u 1 

ttowh ,,f lhr tvlutngf' i, ul ~._. tnnduur'• l"•rrowtd 

t"ltpital fur 1ltr d11y ul tl11· (':<tduiii~W. nr 

"{H) ~linu.ot nn tllll•lllnt vohid1 i" n (lf'ft-rnla:.!:•' nf 

lhe rXf'Ull n( it~ f' nil}' 0\~-trc:J 1 pir~~;J for thf 

rby of the urban~ OT r i~ ll('COOd bnrrtr«"td cpital 

halt' imnwd~tch· J•R'N'diu~ Ill(' t·xth:m._'"t', tqual to 

ILt'o Jlt'n t·lllllf:t' "hidt tht' lw•ITUW('cl t'ltpit"l fl"' nr

cptir•·d h\' lh(' lr&ll"ft•l'('r (rnm tl1~ tran•frrnr a~ 1'1 

n·mlt ot the e.IC'h."t.llgt' ~ of tho lran:dtrc•r'!O hor~ 

rowtd rapital for th• day or the txclw>ge. 
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11 

1.2 

13 

11 

1~ 

16 

17 

18 

i5 

"(2) H iotwh tn.ml'ffrur h:ul 1111 lt~•rruwt·tl tapital 

fur the tiny or tlu· t·XI'h~llll!t', 811 liltLUttllt ('op!itl IH its 

~uity inH~h·tl 11lJ'ital for tltro My aftrr tLe ucl.a11~ 

•• (.\) l')n'l au aiOOUDI ._-),kh j, a )>("N't'DUI~ 

c•f the- 4,':ufl.S (lr iu 5E'(:OI)d hom•wrtl ra.1•ibl 00:5<' 

immrtiU.t~·l,\· prrt1'rlin~ th(" udLI'lngl'1 nn·r its f'tjuity 

inH-sh:d c·ztpitnl fnr th<' cl:l.y uf till': t·xdulll~{'. tqtutl 

to tlu, 1wn·c·nht~t wbkb iu thlil~· irm'Sit>•l rapitlll 

fctr thf' clsy alu·r the e::n~ iJ of iu: chil,· in,·estc:•J 

<'l'J•ital for thr day nf the nc·hangt~, or 

•• (ll) ~tiuut an emonnt •l•idt i!l a }lf'rt't'Dbl~t· 

of thr t'\t't'M ,,f it~ equity ill\"t'llh·d tUJtit,tl ft•r thr 

dlly 11f llu• t':otdulllj!'f' O\'{'f it! l('('uUII lwtrr•twNI rupitul 

lx•~<' immt•lint('l~- J•rtffding th('l t·xdumgt>, f'(jual to 

tht JK'rl'tlttagt• wbit·b its tquity invntt-d rapical f••r 

the d:~y afh·r tltr t-:-.:daangr 1t of it.jj MJuit)" iDHsltd 

taJlilltl (ul' tin• tlRy ,,f tl1f' t·:tc·hangt·, 

"(r) TR\'I'IITIIntt l'Po:o.- }:x_('IJ ,\~·w: :\c1T J:o.-nJI.\'1:\0 

19 ri)STJ:OI.,-111 lht' m•e n( :I truu~(t•flol' (utlu·r thnu ft lntUJ · 

20 f,.rt•r d~·ril"'•l in 1uim-<1ion itl) ), upun 1111rJ.rb.n~t'! alttr 

~l the )J('giJmiug uf its fint taxab)t> :'•'8r undt'T lhi'l IIUhdt:tptrr, 

:2 if irrl.lnt·dbtrl) aftf'r tbr ot·hanJ:!:I' nn lrtn..-feror or i~ ,.)mn--

23 lwldt•J'II:, ur huth, upun tlu• rx.t·hangr lift' in r11nfrul uf t..be 

2t trnn•.ferrt•, and if the• i-ltt~rt·holtlrf'C uf th~ tnm~fl'rt'<' inune· 

l:J diau·l} pn·t.-t·ding tlw uduwge are not in c·•mtrol of the 
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1 tnnsff'fft immerdiat~ly aftt>r tht> f':u·han~~·. rhr tnuu;ftrafl 

2 Sf('Ond borrowf'd C'IIJiit~tl has(' for lillY 1111)' nftt·r thf' f'X('banct 

8 t~baO M thf' UN~, if an~·. of lhf' ''IITI nf thr tr&n!lft>ror'l 

f lfCODCl borrowtd npit•l ba~ and tl1f'l lnt.nlii.ftm'" !lf'CGalll 

I borro..d r.pital t..w immtdiattl~· J•n·~dinr tl•e nt"haJIII 

• 0 ..... 1.000,000. 

t "(d) TIANMFO:HfiH l'ros ('o:HTAOS •:xcU.\SOES U•· 

8 DD llacnOI< 112 (b) (5) .-In th• ro•• of an exclwlp 

I after the ~ of the lint tauble year onder this ... 

10 dJapler of any tranoleror or tranJI......, upon oudl ex~ 

U iDvoiYiDc' two or more tramftron, or oot or more transit ... 

1J and one or mort! other p<I'I<ODJ, il immtdiot<ly alter 1M 

13 exchange DO ono of such tranllfcron, or it• 11hareholden, • 

14 both, aad DO one or IUOI't" of suc·h utllcr prn-uns, art:" io control 

15 of the tranJ.....,, and il 111m excbang• is an ex<hance ... 

16 ICribed in ~on 112 (b) (5) or so mum olo.nion 112 1•1 
17 ·or 112 (e) u ... ren to se<tiou 112 (b) (5), th• ...... 

18 bomn\·tod raJ•ilal ha,;t• of uny .. tu·h trun,ft·ror for any da7 

19 alter the tuiWIKt' thall I)(' au aruouut c'tual to its st'OODd 

20 bornn,-ed fa)Jital ha~ irmnt·diatt-ly l'rt"t'ttlin~t tl1t eoxcbange-

21 " ( I) Kinos au amount t<Jual to the .. .,... of ill 

22 oeoond bonvwed capital but immediately p.._.m,g 1M 

23 exchangt- 11\'t•r nu nnJCJunt ''oiHJIUtt'(l under subsediaa 

M (b) (I) or (2),ulheraoemayl><,aud 

311 "(2) Phu an IUDOODt whim been tho- IIIII 
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to the t•J.Cf.ll o\·er 1 1,000,000 of tbciiiWil of the amoata 

1 ooruput<d under paragraph (I) of Ibis JUboedioo wllb 

1 ,...pe<t to each tnuuleror, u lho ._,.., oompaled 

' Ollldor paragraph (I) ollhis JUboedion wilh l!lpod IG 

t ouch ti'&Dllftror btan to lhe oum of lho amoun11 oompulod 

1 under JUcb paragraph ,.·ilh ,...pod to each lnllllferor. 

"(e) r ....... I<IIKI< UI'ON EXCHANUE IJIVOLVII<O Ooer

• TIIOL.-ID lho ...,. of a lnllllf .... apun ID ""cbaup after 

I lho bt«inni~ of lhe lint tuablo yNr UDdor this oahcbapler 

II ol a tra.W.ror upon •cb exd...,., if immodiately alter lho 

U .. cboa~ tho tramffOror or ita slwobolclon, or IMidl, an iu 

IJ control of the t.....Wereo, the tramfrroo'o IOClODd borrowed 

Ill "'pita( ~ for any day afttr lho exchange ohaD b&-

" ( I ) If the truaforor had borrowed <apital lor 

lho day oftbe n~. oa unoanl oqnalto lho oqaity 

inveated topital •"'!aired by lho truaf...., u a .-11 

of the ex<bange-

11 (A ) Plu~ an amount whirh it a percentage of 

lbt f'l:t't'll of the trand'eror'• 1t00nd borrowN tapi

tal hue innn...tiattly preoeding lhe n~ Dftr 

the tnndf'mr'.s tqnity in,·f't!ttd rapital for the day 

of tht ex<bange, "'Jnalto the. ptreontage wbid> lho 

borrowed capital ac-quirt'd by the trantlferee u 1 

.....,k of the exeb~ io of tho tramforor'o bor

rowed <Opital for lhe day ollhe e~. or 
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1 "~8) llimu An ftnuMml <A'hidl is a pl"'t!ealllt 
1 ol the neeu of lhtr ll'ftn~tft•n•r't «"'lllity iaftllllll 

1 apital for the clay of tiM" f'X(•han«e BYn the ~ 

6 -·· -.1 borro'Ord "'pital Lore illflll«<ioM9 
I (lftftdiq th< n.-IJaoogr, "'JIIAI to tho (I<T<ftlllp 

1 1l"'aWW the borro•·rd rapilal 1r.1uinod by the lJUI. 

7 ftlree u a mcalt of tbr rJ.('haug•· it~ of the borroWed 

I ,.pilal ol the traoolro•.r lor tbr olay of lh• ueloufo. 
t " l2) U !be tnadrror bJd oo bnrrowe<l .. pilal .. 

Ill !be oloy "' !be ··~· ......... t "'JoW 10 !be ....,. 
11 ia ....... <apilal ocquirfd by tho t...,.,r,.. u o .-II II 

U tbeex.....,._ 

18 "(A) Phu an amouur whit·h i• a percea&ap tl 

14 !be.._ olth< t ...... l•n•r'• ...... >lid bono...t .. pilol 

Ill hue immodiotoly prrrrdiog tho ........ ._ .. 

16 ,........,., f<IWI~· ia•·.-..1 ropi!A) lor tbe oloy oliM 

17 ...-balogr, "'oW to tbr (,....,.,.,tagr wbido tbe oquily 

18 Unwtttd c.pital ac.tuin-d b~· tht tra.Dllltrre 11 1 .. 

19 JUit ol tbe ouhlqr iJ of the t.....roror's oquity la-

:10 -M tapitallor tbe oloy ul tbe ••~. or 

21 "(B) lfinusooiUIIOIIbt wbido iJa ~~~ 

22 tbe exot?" ul !be lnlll,frror's "luity ia....,.. ..pilol 

Zi for tbeo day of tht u.riutnge onr the transferw'• .. 

:U oud borrowrd aopital """" imllk..!iatoly procediac .. 



c-xrh1111~r, ~!Hill tu llu• pMl'••nrag~ ~•hi<·h the l'ljUity 

illH!iilt·tl rrapit:ll•w•Jnirr•l J,,· •l1r tr::msf•·n•t• as a n·mlt 

"f thf' n.dtall~t• nf dn• lmn;;f('ror's (·•pliiJ' imt'lf('d 

rnp.tn1 f•Jr I)(' d.'l\' of lb(' u hangto • 

... (f) TR\X8n·ao: l•t•us 11Xf"JIA!'uB X'o•r lS\ntH!'G 

f'u\TRnt .. - ~In thf' l"'lt"~O uf • tran,fen-e UjlflR 111 t•:tdum~ 

(tither th:m n tmh!!ll'n·(' d•..,crih~·•l in s:uh"l'c·tinn (g)) aft,·r 

thf' lot·ginniu: uf t.!li' first 1.:1"'''''' ,.,.ar mjlj·r !hill lmhdJ3J'h'r 

i uf a tt:l.nd'rror lf"ID ~tdt rxt hans;!'c, if mm• J~,h·l.\' afttr tht• 

JO rxehanv nn t; .. ,-frrnr nr it.• ~n"holdrn, 41r both, art in 

11 tontrol uf thf' tnm,frr• . and if lht' Fbftn•holdrf'!i of rbc trail'· 

12 fcrrt mmt•lil1tdy l'l'l'l'l'41inJ: lht! f•uhang(' ~ort' llol irt rontrnl 

U nlthr jl'ftlhf~ n·t iHJIIL~'•Iilltdy uftu •h11 n.:dullll!'•'• tlu• !ran-t· 

I\ fto~··,j q'f'Uilll IN:IITU\\"t-11 rarital ,,.~,. for .nny iln)· afttr the 

U rx.-~ th:tll 1M' au amuunt MJ•u.J to (I) tlw mm of tlte 

JG tt.n-!t""llr'.. ...,,·ond )l(lrro'Wt41 ra 1~ital 00" 1nd lhf' tn~ 

17 frrf'f''t !lt'COnd l.ono'llfi'd •·•r~irnl h:t!U" .nuuc·dintd,· prrct·di~ 

I~ tl1e t'\rluHJj!'t", nr (~) $1.fM)O,IM)(), \\hi•·bf\'t'f it l}J(' HHlliiH. 

~~~ .• (g) TIU\:St'II."J't: I' I'll\ ( 'rt:T.\IS' I·:X('IL\'S(if~ 

20 l'sm:zzSuTtn'li' II:! 1 h) (ll).- lntht"eaU~of•nruh.:~rJgt> 

21 dt~CribM in t<nl~"tiun (1l) f\{ this Rrtinn, lbf lt'C.'Ond bor

~ rowrd riJ•ital hii!CC nf du• lrnn..Jrrf"to npnn ~<Ut"'b f'Xi'~t> foT 

itS an~· •Ly 11f1t•r Ill<' t'X\.hnn;:e tLall he an ammwt NjUDI lo ( .\) 

;!~ tilt' 111111 nf tlw a moll Ill~ f·(IIIIJIItfl'tl I UHli-r Julf:l~rapb ( I) of 



~I,()OCI,OOO, ¥.Lirhtn•r i!l d•t• t<Jnalkr. 

"(b) ~EfOXD Bmmmn.n C'.\1'1"1".\1, B.\~f: m~ Cm(-

4 J•un.Hm~ "Bt-:n:n·r!'\0 Pmwnn thuur S~-:rTIOS 112 

(h) (li) ,-l~l"~<>n thr rc·c·('ipt h)· a c·orpontti•m during 1\D) 

ta:\llhlr )"l'AT m1der this Mlhdul)lh"T of pmput.Y in complrtl' 

li•tUitLttiun of All(llhl'r l'f'r)"''l'llllinll, pin or luss upun whirh 

8 it uol te("()L:"niztd by n'ft.iOil uf I('C"finu II:! (It) (G}.lht 

l('t'OD•l horruwt'd tat•ihtl 1•a'>e H( 11 • .- c .. •rpur.tion n't"t·h·in~ 

10 111c·b pr.')l('rty for any dAy aftrr ll1f' lit1uitla1iuh i1 t""Omplt>ttd 

11 t1ul111~ an amnunt t •lWII tn it1 IN'nllll hurn•wrcl r~pitall)fts(> 

12 fnr thl' d:\). tbt' li•Juitlatiun i1 C'1:1lll)lktc·cl iuc-rt'll~t·d, but in no 

13 Cl\"(l to nn ftlllflltnt tJ),()n• ~I,()(KI,OUU, hy lUI itiUIIUIIt E'"tiUAI to 

l4 tbt !'<'('ulld hormwed t-:lJ•ital h11"t' 11f •urh udH·r , .. ,rporation 

15 ftiT thr d4y tbt li•tuitl:ttioo ii c·ol11)•1t·U·t1. if ]•rt·\·ju,l!il)" and 

16 aftu the bfo~nsr or tlu· tinl taxa bit• .) t-ar ~mdt·r thi .... ub-

17 t·l.Apltr of the C\•f]•'r.tion n-o·hing IWdt t•rnJ-«•ny mtb ('OT-

18 ]~<,ration was a tra.n .. ftrur Ill"''" 1111 1•\duwgr \\ith mpt""CC to 

19 "\\hkh ~m:b utbrr ~·rJwtnt iun \\ lt trau•ft·n·t•.'' 

~>o TITLE II- AMORTIZATION DEDUCTION 

21 StC. 201. ALI..OWANCE 0 1-~ A'tOHTIZATIO\ UEDUC'I'ION. 

Z'J Hr('tiun 23 or the hH·rnAl Ht·nnm· ( 'ude i!l. JUD('nded 

23 hy ill'-t·rting at tht end thf'n•nf tllf' (ollnwiult Jl('\\ sut,~ection: 

2-f .. (t) All"OBT17..\TIH"\ nunTno~.-Thr dt-dUcti(tn for 

~ amortization pro\'"idtd in s.tt·tion 124 .'' 
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S.EC. 2M. COliPlT.\TIOS OF .~l~ORTIZATION DEDI:CTION. 

Tht• lnttmal ]t('w·nut· ( 'Ot!t• it .IUlll"Udt·d b~· inStrting aftfr 

lfftiua 1:?:: the £u1lowiug llt'W ~ti•tiuu; 

-BEC. lU. AMORTlZ,\TION DEDUCTION. 

"(a) Vt::\En.u Hn.t-:.-Enry t-c1rpnnuion, at its elee-

tioo, t.Lall lk• Nltilktl In & dt·tlut1iuu with resptct to the 

aolOrtiLitiou t,r the adjtl!.tt·d hW ul an~· tlntrgt·nt•y facility 

(u dttint'l:l in su!titrtiou (r)), l•:ll!f'tl on a pt•riod of hixty 

rnonthJ. ~uch euwnization dulunion .hall be au amuut, 

10 wlth R'll~ttt to Ml.dt month nf v.ud1 p.-riod wilbin thfl lU

ll 111lllo ~·t-:ar, t-qu.:tl tn tlu• &flJWIIf'•l bn:o~i!l uf llm facility at the 

12 t·ud ,,r tnl'h nwnth tlhitl•••l J.y tin• umol~tr of m•uubs (io-

13 dt11liug thr mouth for whid1 till' t.lt·ilut·tiuu i~ C<)mputtd) 

H n·luniuin~ in Lin· JM:·rio•l. ~ut·h atlju,tt·d llUi" 4l the tnd of 

15 li1r lltuuth ,.hull he t~tiiiJ•UII·~I without n·J,rJ~rd to thE" amoni-

16 a.lion thcc)ut.1ion fur suda toontll. The amortization dl'Cloc-

li tion 1how t•ro\-iclt.J ,,if), l't'SJK'rl tn ala) mouth ~;.hall. tx«pl 

18 to thf" t:J:U·nt pnn-iclcc.l in IUhtf'c·tion h:J of this t«"t.iun, be 

19 ill lieu or tb(' dedurtiun with fi'!Jlt"t"l tn sudt (a(·ilit~· for IUC'h 

20 1Jittt1tb prCI\·idrd hy H·Ni"u ~:l (I), rt·l:lting to <'xhau.~tion, 

21 w(•:ar nnd tl'ttr, nnd niNIIl'iol"t'lll'l'. Tl11• .. ixty·month p<•riod 

:!2 IJJall ll(·g-in a~ to any t·mt·fJ.::l'IIC')" fndlity, at thf' l'lection of 

~ tL~ IU.Jiftyf·r, with tht• uwuth fnlluwin~t du.• munth in which 

2.- the farility wa~ t.'Uillf•lctt·c.l ur IU"~iUirt·d, or with the IU.t'-

23 mdiut taxable ,year. 
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1 Mlbl ....,.,,. OP AJIOBTIZATION.-The ......... 

1 lbe ..,.,.,... to lOb lhe amortizalion d•duction and lo beaia 
I lbe .my.-lh poriod ,..;lh lbo mondo follo"""r lbe 11111111o 

4 ia wllieb lbe faliity- ClOIIIpimd or •"lui...! oball 1 .... 
I • prowWM ia aal.diooo ( d I ( S I I J., mad• '"''Y by a -

I 1MDt to aMI efted in ill mum for rhr taxable yNr iD wbicll 

f tbe fan1ity wu eompltud or ftl"iJUin-tl. ht~ tlf'<'tion to tab 

I lbe .-iation deduction and In bfgin ou•b Jl'"riod willa 

I lbe laDiolo ynr ~"'r '""" ) .. , obaD b. _... oaly 

10 loy a -- to doal efl«t in ilo rrlurn for ....-lo ..--. 

u laDiolo .,_. 

II "(e) TDxnc.&.TIOlf or AIUJitTIZATto~ I>Due> 

II '1"1011.-A IUpoyor wbido bao •l«lfd undor ouboodioa lbl 

14 to tab the unortillltioa cltodudioo pruvidf'd in f11bwttioa (a) 

U a.y, at aay limo aft« maki"'r ouch •i«<ioo, ~1M 

11 .-iation .....,.. .... ,..;lh ,....,... lo do• rr.wodor tl 

11 &be aDIOI'tiaaioe pniod. RH'h di!IC'Onlinuan('(" to bf.giD u tl 

18 dte ~naing of any month 'l"'dfird J,y tht ta~opayer ia I 

l8 DOtioe in writinc filed with thf'l f'omrniuiontr bf.fon lhe 

Ill bociDabor el ...b 1110111h. Th• d.duction providecl allllor 

D IIIIOiiaoo H (I) oball b. allowfd. booginnin~ ,..;1b lhe lin& 

II JDODda u to 1l'hidl the amoniulion drduction is DOt appa.. 
10 ooble, and lh• laxpoy•r obaD not (ncopl u proridall Ia 

II •baedinn (d)) b. fnlill•d lo any hortbor 11J11011ia11aa 
10 ......,._ with ... .,... IO oodo flllfrgt'ocy facility. 
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"(d) Ttaun:-..nw~ m .\)JORTI7.ATm~ Pt:Kwn.-

•· (I) lf rlw l"n·,.idt·nt ha.s pmdaimrd tlw t•tuling of 

tLt' Un('rl!('llf")' )14:rlutl (ns ddint·d iu suh~rt·tiun (t·)}. 

Hr if tilt> St•"·'d&rJ ul War or thr l-i<'1-rt·h•ry u( the X a\') 

b.a", io I('('Ordan('(' \\ilb rt~lations J•rtvribtd Ly 1he 

Pn:~idtnl, nr1ilinl lu thf' ('onuuigiulil'f llH1l an tlnt•r

t;'l·nt·y fu,·ility c·i·a ... l·tl, on the d:ttt' f.J~-c:ili,·tl in tlw c.w

tifi~:att•, tu ht· tu·n-s~uy in thf' intut·tot H( natinrutl dt•

ft·hse during tl.r t·mrrgt·m·y pt·rincl, and it thr dati: h( 

sud1 prudtattUltion ur thn dare 1-flt't'i.fiCII in 11Ud1 tTrtitiralt!' 

O<"t'UN "itluu sil.t)" IIIQIJtl•s from duo bq:inning o( the 

aruortiJ.atit•n Jot"ri•"l '' i1h n'lpt•tt tu t111'h emtrgt'Ul'J 

fa<:ilily, llwn rluo litXJlll)'rr mas tlt--tt (iu lt'Ollrdauoo 

.,·itb Jl&nt~raJ•h (~} uf thi!l suhst<'tiun) to wnnina&e the 

aruoniutiun tl('rintl witt. Mpt('( tu 111d1 f"Dlf'~oty 

fatility as c•f tlw m1l .. r lhe m'•otb in ,·bi{'b IRWb pr'OC'

lamatif•n wa11 i-!!tlt'tl nr in wbith ON"Urn"CC the elate 

!lpttilird in ~o.tu·h c·c·niti('dte, wbithe\·~r l8 the earlier. 

In sud1 ('8"(' tlu- nmunization t)(·ric)() ,·ith f('11.ptd to 

8uc·L. fac·ility ~ohalJ tud with the ('nd of smil month iD 

lit-o ,,f tliC' l·nd uf t"c &iXt)·-month pe"riod. 

"(2) H tlw rllllt" of tht prodamalion or the cl&ae 

spetifiC'd iu ll1r t·C'nifktHr rrferr('d to in p&tlgTIJ'h (1) 

of this sub!Oot'c·tiou t~(·un: within 11ixty month11 from the 

beginning c•f tho amortiution ptriod with l'tfped to lOCh 



tUII'flti'III'Y fut'ility aud aru·r tht• IH:ginninJ;r uf the lllouth 

wltirh tht• t:txp:t)W hM pr4·vinu ... Js fi:'(t'd undl.'r linh· 

lt-di"n ( C') fur II•<· takiug, iu lit·u nf thr anwrtiuni~>u 

d('~hu1ion J'n,,-idt-d in tlti:l u11ion. t•f tht> d•.:dnttiuu 

~tllnw('(l hy 1m inn :!3 (I) , tilt" lUJ•.u•r n14y t'lt"~:1 (ln 

8tTnrd1U1C'f! "id1 J"'ragrt\J'h ( 4) uf thiot Jub~rt·tiun} to 

tc·nuiuntt· tim JUUnrtiz:ttinu p•·ritwl with rt· ... prrt tn tillt'h 

t·uu·rjlt·Jic·~· fut·ility ~'~" of tlu· t·utl uf tlu· runnth in whic·h 

JU(·h l'"''k·Lullatiou •:.t:! ii!uf·•l ur iu "'hu·h ut:"~:1ll'n,'(l the 

10 ddh• top('rifird in RJffi {"('nificnh•. •hi~·hf'\'cr is the MtTlil'r. 

11 In turl• t'ftSf' th~ Jtmun.iJ::1tiou pt·ti•"l with n•!'J>t'd to 

12 !<w·h fuility tolutll t'lld with tht• t'IItl to( ~ueh nluuth in 

13 li('U n( tlu• ('Jill of thr toiXI_\'•JliOIIIh JH·riod, and tht' ttr• 

16 '"{:l) In tht• c-a .. e tof a l.UJI.It,\t'f wl1irb bas out in 

17 titlwr uf itt1 n·turuo~ "l""'ifiNI i11 ~~J,,t·diun (b) elt·t1rd 

18 to tt1k1· tm amonizntion dt·dm·tiun with n·-.r.ect to an 

19 ('Oi('l)tt'IIQ' ful'ility, if thr d11tt• t•f tht' Jlrochunation or 

20 lLt" d111t· 1-JI("''ili~'~.l in Ill(· ,,.nirkatt·, n·ft·md to in para· 

21 ~l"ll.J•b { 1} t•C this lllhst<t.ino, "hidu·H·r L~ f'&rlitr, i) bt--

22 furt' th(' t:lJiiratinn (If tii:U_y rnn11tl1'i fruul the Wt day 

23 ,,f thf' lflfluth iu whidt ~~~~·h t•nu•rJ.!t'III'J fl\dlity was com· 

24 plctt·d or ttrlluirrd. then 1he IIIXJ!:I)"<'t mny <'teet (in ac--

25 cnrda.uL"t v.-ith puagraph {4) of this ,:ubsection) the 


