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EXPLANATION OF H.R. 25 

This bill, which has been developed over a number of years, repre
sents an attempt to simplify the tax laws by removing from the cod" 
those provisions which either are no longer used at all in computing 
current taxes or are little used and are of minor importance. It has 
been popularly referred to as the "deadwood" bill. 

The bill repeals almost 150' sections of the Internal Revenue Code. 
n also makes deletions in approximately 850' other sections of the code. 
As a result, it repeals or makes amendmg deletions in approximately 
1,0'0'0' sections of the code. The bill a,lso makes other simplifying 
changes, such as the substitution of the term "ordinary income" for 
"gain from the sale or exchange of property which is neither a capital 
asset nor property described in section 1231." 

The :provisions deleted include those which deal only with past 
years, SItuations which were initially narrowly defined and are un
likely to reoccur,as well as provisions which have largely, if not en
tirely, outlived their usefulness. In this latter category, for example, 
are the so-called China Trade Act corporation provisions. 

While this bill is an attempt to simplify the code by deleting the 
"deadwood" it does not attempt to achieve simplification through 
substantive changes in existing law. This bill, therefore, does not deal 
with .P?licy issues or with substantive changes in generally applicable 
prOVISIOns. 

The following is a section-by-section explanation of the provisions 
of the bill. 

TITLE I OF BILL: AMENDMENTS OF SUBTITLE A 
(INCOME TAXES) 

Chapter 1. Normal taxes and surtaxes 

Subchapter A. Determination of tax liability 

Sec. 101 (amend8 8ec. 2 of code)-certain married individuals living 
apart 

Subsection (a) deletes a reference to section 152( a) (10'), which is 
repealed by sec. 132 (a) of the bill. 

SubsectIOn (b) makes more reada,ble a provision which sa.ys that a 
married person living apart from his spouse is in certain circum
stances to be treated as not married. 
Sec. 102 (amend8 8ec. 4 of code )-rule8 for optional tax 

This amendment strikes out a provision no longer needed since the 
)ption'al tax talbles (for adjusted gross income below $10',0'0'0') are 
prepaJ"ed by the Treasury and are no longer set forth in the statute. 

(1) 
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Sec. 103 (amends sec. 5 of code )-cross references to special limita
tioTUJ on tax 

This amendment deletes cross references to section 632, which is re
pea1ed by sec. 224 of the bill, and section 1347, which is repealed by 
sec. 357 ofthe bill. 
Sec. 104- (amends sec. 11 of code)-«wrmal tax and surtax on cor

poratioTUJ 
These amendments strike 'Out references to corp 'Orate n'Ormal tax 

and surtax rates applicable to years before 1965. 
Sec. 105 (repeals sec. 35 and amends secs. 36 and 70~ of code)-par

tially tax-e(lJempt interest 
Subsection (a) repeals section 35, since there n'O longer are any 

'Outstanding Federal 'Obligations producing interest which is partially 
exempt from income tax under that section. Section 35 relates t'O in
dividua1s; section 242, relating to corporations, is repealed by sec. 145 
of the bill. 

Subsections (b) and (c) conform sections 36 ~nd 702 to the repeal 
of section 35. 
Sec. 106 (amends sec. 37 of code )-()'f'edit for retirement income 

Subsecti'On (a) deletes the obsolete reference to the retirement in
come credit percentage applicable for taxable years beginning in 1964 
and also deletes a reference to section 35, which is repealed by sec. 105 
of the bill. 

Subsection (b) strikes out a reference to "Territory", since there are 
no longer any Territories. 
Sec. 107 (amends sec. 39 of codej-credit for taxes paid on gasoline, 

special fuels, and lubricating oil 
This amendment repeals subsection (b), a transition rule relatIng 

to 1965, 1966,and 1967. 
Sec. 108 (amends sec. 46 of code)-investment credit 

Subsection (a) deletes a reference to section 35, which is repealed by 
sec. 105 ofthebill. 

Subsection (b) strikes out a provision which applied to an unused 
investment CredIt for a taxable year beginning in 1961 and ending 
in 1962. 
Sec. 109 (amends sec. 51 of code)-tax surcharge 

This amendment strikes out the expired tax surcharge provisions. 
Sec. 110 (amends sec. 57 of code )-items of tax preference 

Subsections (a), (d), and (e) delete the provisions relating to 
excess investment interest, since under present law excess investment 
interest is a tax preference 'Only for tax~ble years beginning before 
January 1) 1972. 

SubsectIOns (b) and (c) make clerical amendments to definitions 
of tax preferences to make use 'Of the new definition 'Of "net capital 
gain." 
Sec. 111 (amends sec. 58 of code )-rules for application of minirmum 

tax for tax preferences 
This is a clerical amendment to correct a reference to secti'On 

1372 (b) (1). 
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Subchapter B. Computation of taxable income 

Sec. 115 (ameMs secs.61, 305, 351 ,and 356 of code) -general definition 
of gross income 

Subsection (a) strikes out the 15 items that are listed as includible 
in gross income. These 'are examples only and are not exhaustive of 
the items of gross income. 

Subsection (b) conforms cross references in sections 305, 351, and 
356 tQ the change made by subsectiOin (a) . 

Sec. 116 (adds new secs. 64 and 65 and amends secs. 80, 306, 707, 
735,871,881, If!36, If!43, If!49, If!,5f!, and 11,,41 of code)-definition 
of ordinary income and ordinary deductions 

This section of the bill adds definitions of ordinary income and 
ordinary deductions, and makes conforming amendments to nine other 
code sections not otherwise amended by the bill. 

Sec. 117 (amends sec. 72 of code)-annuities 
This amendment strikes out an internal effective· date that is no 

longer needed, a referenoe to prior income tax laws, and a cross refer
ence to section 1021, which is repealed by sec. 301 of the bill. It also 
removes from the code a special provision for joint and survivor an
nuities where the first annuitant died in 1951, 1952, or 1953, but the 
provision continues to apply to any existing cases. 
Sec. 118 (repeals sec. 78 of code )-mortgages made or obligations 

issued by joint stock land banks 
This provision repeals an obsolete provision providing for the taxa

tion of income (except interest) from joint stock land bank mortgages 
or obligations. Joint stock land banks have not been permitted to make 
new loans after May 12, 1933, and it is understood that there are no 
joint stock land bank mortgages or obligations currently outstanding. 

Sec. 119 (amends sec. 83 of code )-election to include the value of 
restricted property in gross income 

This amendment strikes 'Out an internal effective date reference (to 
30 days after the date of enactment of the Tax Reform Act of 1969), 
which is no longer needed. 

Seo. 120 (amends sec. 101 of code)-taw treatment of certain death 
benefits 

Subsection ('a) is a clerical amendment to conform a cross reference 
to the definition of educational organization. 

Subsection (ib) strikes out an internal effective date (August 16, 
1954) , which is no longer needed. 

Sec. H31 (amends sec. 103 of code)-tam-emempt interest 
This amendment strikes out parts of subsection (a) and all of sub

section (b) relating to the exempt status of interest on United States 
obligations, since there are no outstandingubligations of the United 
States or of any United States instrumentality which produce interest 
exempt from income tax under this provision. Other parts of section 
103 are conformed to this change. A reference to section 151(e) (4) is 
changed to section 170(b) (1) (A) (ii) to consolidate in one section the 
definition of "educational organization." The list in subsection (e) of 
cross references to other la ws is updated. 
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Sec. 1~~ (amend8 8ec. 104 of code )-exclu8ion of compensation for in
jUrie8 or 8ickne88 

This amendment makes cQnfQrming changes in citatiQns tQ 'Other 
statutes in the U.S. CQde. 

Sec. 1~3 (ame11ds 8ec. 108 of code)-income from di8charge of in
debtedne88 

This prO'visiO'n strikes 'Out a special rule 'Of very limited current 
applicability relating to an exclusiQn frQm incomefQr railrQad corpQra
tiQns for income arising UPQn the discharge 'Of indebtedness pursuant 
to' a receivership proceeding Qr reO'rganizatiQn proceeding under the 
Bankruptcy Am which was cO'mmenced befQre January 1, 1960. The 
special rule cO'ntinues to apply to any existing railroad corpQratiQn 
receivership or reQrganizatiQn case CQmmenced priQr to' 1960. 

Sec. 1~4 (amend8 8ec. 115 of code)-income of State8, municipalitie8, 
etc. 

This prQvisiQn repeals subsectiQns (b) and (c) be{)ause it dQes nQt 
ap.pear that there are in effect any pre-1916 public utility 0'1' pre-1928 
brIdge acquisitiQn cQntracts to' which these prQvisiQns apply. 

Sec.l~5 (amend8 8ec.116 of aode)-partial exclu8ion of dividend8 re
ceived by individuals 

SubsectiQn (a) strikes Qut a 1954 CQde internal effective date that 
is nO' longer needed. 

SubsectiQn (b) strikes Qut a reference to' the China Trade Act 
corpQratiQn prO'visions, which are repealed by sec. 285 Qf the bill. 
Sec. 126 (amend8 8ec.117 of code)-8cholarship and fellowship grant8 

This amendment changes a crQSS reference frQm section 151 ( e) (4) 
to' sectiQn 170(b) (1) (A) (ii) to cO'nsolidate in one sectiQn the definition 
of "educational Qrga.nization." 

Sec. 127 (amend8 8ec. 124 of code)-cr088 reference8 to other Act8 
This amendment updates the list of crQSS references to other Acts. 

Sec. 128 (amend8 sec. 141 of code)-8tandard deduction 
This amendment eliminates percentage standard deductiQn rules 

applicable to' taxable years beginning befQre 1972. 
Sec. 129 (amend8 8ec. 143 of code)-determination of marital 8tatu8 

This amendment cQnfQrms to' the repeal of cQde sectiQn 153 by sec. 133 
Qf tIlE' bill, by Inaking the determinatiQn of marital status as prQ
vided in this prQvision apply to' Part V as well as Part IV by inserting 
"Part V" after "this part." 

Sec. 130 (amend8 8eo.144 of code)-election of standard deduction 
This amendment makes a ,change required by the Tax RefQrm Act 

O'f 1969, which raised the standard deduction tax tables frQm $5,000 to' 
$10,000. 
Sec. 131 (amends 8ec.151 of code)-per80nal exemptions 

This amendment replaces the definitiO'n Qf "educational institution" 
with a crQSS reference to a similar definition in section 170 (b) (1 ) (A) 
(ii). This cQnsolidates in one section the definition Qf "educational 
Qrganization. " 
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Sec. 132 (amends seo.152 of eode)-definition of dependent 
Subsection (a) eliminates from the definition of dependent a rare 

case ofa distant relative (not 'Otherwise includable as a dependent) 
wh'O is receiving institutional ~care outside the ,taxpayer's home. 

Subsecti'On (b) conforms a cr'Oss reference to 'the change made by 
secs. 129 and 133 of the bill consolidating the rules for determining 
marital status in secti'On 143. 

Subsecti'On (c) eliminates a rarely used special rule which treats as 
a dependent a nonresident alien who was legally adopted in the 
Philippine Islands before 1956 by the taxpayer while in the Armed 
Services. 

Subsection (d) changes a icross reference from section 151 ( e) (4) to 
secti'On 170 (b) (1) (A) (ii) to cons'Olidate in 'One secti'On the definiti'On 
of "educati'Onal 'Organization." 
8eo.133 (repeals seo.153 of oode) -:-determination of marital8tatus 

This section is repealed, since section 143 provides the same rules 
for determination of marital status. 
Sec. 134 (amends 8eo.154 of eode)-eross references 

This redesignates the section as section 153 and adds a cr'Oss reference 
conf'Orming to secs. 129 and 133 of ,the bill. 
Sec. 135 (amends seo.163 of oode)-interest 

Subsecti'On (a) changes a cross reference from section 151(e) (4) t'O 
section 170 (b) (1) (A) (ii) to. c'Onsolidate in one section the definition 
of "educational organiz,ati'On." 

Subsections (b), (c), and (d) make clerical amendments to make 
use of the new definitions of "net capital gain" and "'Ordinary inc'Ome." 
Seo.136 (amends sec. 164 of code)-tames 

This amendment strikes 'Out an internal effective date 'and a tranSll
tional rule that are no l'Onger needed. It also rem'Oves fr'Om the code a 
provision that permits the deduction 'Of amounts paid to the Atomic 
Energy C'Ommission for municipal-type services. This pr'Ovision has 
no current applicati'On. However, it may apply in the future for a short 
period with respect to certain pr'Operty in Los Alamos, New Mexico, 
when sold by the AEC. For this reason, the provision is retained in the 
Public Laws . 

. 8ec.137 (amends sec. 165 of code)-losses 
This amendment strikes 'Out the provision that treats Cuban expro

priation losses of individuals 'On personal-use assets as casualty losses. 
This pr'Ovision applies only to losses sustained before January 1, 1964. 
Sec. 138 (amends sec. 166 of code)-worthless nonbusiness debts 

This is a clerical amendment to make use of the term "short
term capital loss". 
Sec. 139 (amends sec. 167 of code)-depreciation 

Subsection (a) substitutes "August 16, 1954," for "the date of en
actment of this title" as the effective date of the provision. 

Subsection (b) deletes transitional rules f'Or a change in the method 
'Of depreciation with respect to section 1245 property (applicahle t'O the 
first taxable year beginning after December 31,1962) and section 1250 
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property (applicable to the first taxable year beginning after July 
24,1969). 

Subsection (c) substitutes "October 16, 1962" for "the d'Rte of en
actment of the Revenue Act of 1962" as the effective date- of the 
provision. 

Subsection (d) substitut€S "by June 28, 1970," for "within 180 days 
after the date of enactment of this subparagraph," as the date by which 
an election'must have been made under the provision. ' 

Sec. 140 (repeals sec. 168 and amends sec. 1082 of code )-amortiza
tion of emergency facilities 

This provision repeals the provision allowing 5-year amortization 
of emergency facilitIes. The existing provision does not permit certifi
cation of emergency facilities after 1959. The bill allows one year 
after the date of enactment for taxpayers to place in service under 
section 168 any property certified before 1960 but not yet placed in 
service, if the provision would have applied in the absence of this sec
tion of the bill. A conforming change is made in section 1082. 

Sec. 141 (amends sec. 170 of code )-charitable, etc., contributions and 
gifts 

Subsection (a) deletes references to transitional deduction percent
ages and transitional income percentages applicable to taxable years 
beginning before 1972. 

Subsection (b) substitutes "February 26, 1964" for "the date of en
a,?t;ment of the Revenue Act of 1964" as the effective date of the pro
VISIOn. 

Subsections (c) and (d) strike out references to a provision deleted 
by the Tax Reform Act of 1969. 

Subsection (e) changes a cross reference from section 151 (e) ( 4) to 
section 170(b) (1) (A) (ii) to consolidate in one section the definition 
of "educational organization." 

Subsect~ons (f) through (j) change citations to conform with cur
rent practIce. 

Sec. 142 (amends sec. 171 of code)-amortizable bond premium 
This amendment strikes out references to bonds partially tax-exempt 

under sections 35 and 242, which are repealed by sees. 105 and 145. A 
special rule dealing with certain bonds acquired between 1954 and 1958 
(section 171(b) (1) (B) (iii», is retained in the Public Laws. 

Sec. 143 (amends sec. 172 of code )----net operating loss deduction 
.This proy~sion repeals subsections (f), (g), (i), and (j) (4), dealing 

WIth tranSItIon rules for 1953 and 1954, for 1957 and 1958, and for 
1955 and 1956. Conforming changes are made to other parts of the 
section; an internal effective date IS stricken; a conforming change is 
made to reflect repeal of section 242 by sec. 145; and a United States 
Code citation is provided for a cross reference to another law. 

Sec. 144 (amends secs.17 4- and 175 of code )-.----/f'esearch and experimental 
expenditLtres and soil and 'Lorder conservation expenditures 

This amendment substitutes "August 16, 1954" for "the date on 
which this title is enacted" as the effective date of these provisions. 
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Sec. 145 (repeats sec. 93493 arndamerndssecs. 1503 and 156'2 of clide)
partially tam-exempt interest 

Subsection (a) repeals section 242, since there no longer are any 
outstanding Federal obligations producing interest which is partially 
exempt from income tax under that section. 

Subsection (b) and (c) conform sections 1503 and 1562 to the re
peal of section 242. 
Sec. 146 (amends sec. 9343 of code )-dwidends received by corporations 

Subsection (a) adds a citation to the Investment Act of 1958. 
Subsection (b) strikes out a parenthetical clause which applies only 

in certain special cases in which the taxable year of a member corpora-
tion in an affiliated group began in 19631 and ended in 1964. 

Subsection (c) makes conforming amendments needed by reason 
of the repeal of section 615 (pre-1970 exploration expenditures) by 
sec. 222 of the bill and the repeal of transitional provisions in sec
tions 6154 and 6655 by secs. 621 and 672 of the bill. 
Sec. 147 (amends sec. 9346 of code)-------rules applicable to the dividends 

received deduotion 
This amendment strikes out a reference to the China Trade Act 

corporation provisions, which are repealed by sec. 285 of the bill. 
Sec. 148 (amends sec. 9348 of code )-organizational expenditwres 

This amendment substitutes "August 16, 1954" for "the date of 
enactment of this title" as the effectIVe date of this provision. 
Sec. 149 (amends sec. 9365 of code)-tam-exempt interest 

This amendment conforms section 265 to the repeal of section 35 and 
242 by secs. 105 and 145 of the bill. 
8ec.150 (amends sec. 9369 of code)-presumptwn in the case of dispro

lJOrtionate purchase price 
This amendment repeals the presumptiO!Il of a tax avoidance pur

pose in certain cases where the consideration paid for stock or assets 
of a cop oration is disproportionate to the basis of the assets. The con
sideration is likely to be more disproportionate if the parties do not 
take the tax benefit into account as an asset to be sold than if they do. 
Moreover, under general principles of tax litigation ,the Commis
sioner's determination of tax avoidance motive is presumptively cor
rect, and the burden of proof is already on the taxpayer. Therefore, 
this provision has little or no meaning. 

Sec. 151 (amends sec. 9375 of code)-nondeduotible taxes 
This amendment ,deletes the obsolete reference to corresponding pro

visions of prior laws in the provision denying a deduction for income 
tax withheld from wages. 

8ec.1593 (amends sec. 9381 of code )-terminal railroad corporations and 
their shareholders 

Subsection (a) inserts a citation to the Interstate Commerce Aot. 
Subsection (b) strikes a transitional ~provisionapplicable to taxable 

years ending before October 23, 1962. 

54-592-71-2 
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Subchapter C. Corporate distributions and adjustments 

Sec. 160 (amends sec. 301 of code)-certain distributions by personal 
service corporation and distributions of antitrust stock 

Subsection (a) repeals section 301 (e), since it is not believed that 
there are any collporations classified 'as pevsonal service corporations 
under the Revenue Acts of 1918 and 1921 that have not already dis
tributed the earnings and profits.1:;o which those kcts applied. 

SU:bsection (b) repeals section 301(£), the special rules fordistri
butions of antItrust stock. These provisions apply only to the distri
bution of General Motors stock by duBont which has long since been 
completed. Thus, these provision are no longer needed. 

Subsection (c) reletters a subsection of the code to conform to 
repeals of subsections (e) and (f). 
Sec. 16£ (amends sec. 31£ of code)-earnings and profits 

This amendment strikes out rules for computing earnings and prof
its with respect to distributions by personal service corporations under 
the 1939 Internal Revenue Code, and with respect to distributions of 
duPont stock under section 301 (f) which is repealed by sec. 160 of the 
bill. It also strikes out two effective dates that do not apply to current 
taxable years. The deleted provisions can affect current and future 
taxable years, since they affect the earnings and profits account which 
is cumulative from 1913 to the present. However, under the general 
principle that earnings and profits adjustments for a taxable year 'are 
based on the law applicable to that year, this is also true of many other 
repealed provisions of the tax law that affected earnings and profits. 

Sec. 163 (amends sec. 331 of code)-gain 01' loss in corporate liquida-
tions 

This amendment conforms the cross references in section 331 to 
amendments made by sections 295 and 296 of the bill. 

Sec. 164 (amend8 sec. 333 of code)-election as to recognition of gain 
in certain liquidations 

This amendment strikes out an internaJ effective date, conforms 
cross references, and removes from the code (but preserves in the 
public la,vs) a special rule relating to liquidations of certain personal 
holding com pames. 

Sec. 165 (amends sec. 334 of code)-basis of property received in 
liquidation of subsidiary 

This amendment deletes an internal effective date reference (June 
22, 1954) that is no longer needed. 

Sec. 166 (amends sec. 337 of code)-nonrecognition of gain 01' los8 
on certain liquidations 

This amendment deletes an internal effective date reference (June 
22, 1954) that rs no longer needed. 

Sec. 167 (amend8 sec. 341 of code )-collapsible corporations 
These amendments are clerical amendments to make use of the new 

definition of "ordinary income." 



9 

Sec.16B (repeals sed. 3412 of code)-liquidation of certain foreign per
sonal holding companies 

This section repeals the provision taxing as short-.term capital gain, 
gain on the liquidation of certain corporations that were foreign per
sonal holding companies in 193'7. The corporations ,affected by this 
provision were given a chance to liquidate at long term capital gain 
rates for a period after this provision was enacted, andagam in 1954 
through 1956. Moreover, the rule does not apply to sales of stock, and 
long term capital gain rates could be obtained by selling the stock 
ratIier than lIquidating the corporation. It seems likely that the pro
vision will rarely, if ever, be applied,and therefore is deleted as unim
portant and rarely used. 
Sec. 169 (repeals sec. 363 of code) -cross reference 

This provision repeals an unnecessary cross reference provision 
relating to the effect on earnings and profits of corporate organiza
tions and reorganizations. 
Sec. 170 (amends sec. 3712 of code)-basis in connection with certain 

bankruptcy proceeding8 
Subsection (a) strikes out an unnecessary citation reference. 
Subsection (b) deletes a reference to section 373 (b), since section 

373 is repealed by sec. 171 of the bill, and the substance of section 
373(b) (2) is incorporated into section 3'74(b) by sec. 172 of the bill. 
Sec. 171 (repeals sec. 373 of code)-nonrecognition of l08s in certain 

railroad reorganizations 
This provision repeals the provisions for nonrecognition of loss on 

transfers made before August 1, 1955, in certain railroad reorganiza
tions, pursuant to a court order. The related basis provisions are 
moved to section 3'74 (b) l 

Sec. 1712 (amends sec. 374 of code)-1wnTecognition of gain or l088 in 
certain railroad reoTganizations 

This section amends the basis provisions for property transferred 
after July 31, 1955, in certain railroad reorganizations to include 
similar rules now in section 373, for property transferred before that 
date. It also revises the citations to the Bankruptcy Act to conform 
with current practice. 
Sec. 173 (amends sec. 3B1 of code)-carryover8 in ceTtain corporate 

acquisitions 
Subsection (a) is a conforming amendment required by the repeal 

of section 615 by sec. 222 of the bill. 
Subsection (b) makes a clerical amendment required by the repeal 

of section 545 (b) (7) by sec. 200 of the bill. 
Subsection (c) strikes out a provision (no longer needed) which 

dealt with liquidation of a subsidiary prior to 1954. 
Sec. 174 (repeal8 secs. 391 through 395 of code)-effective date8 of 

subchapter 0 
This section strikes out (effective for taxable years beginning with 

19'71) the effective date provisions of subchapter C. These are not 
needed for transactions occurring in the future. 
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Subchapter D. Deferred compensation, etc. 

Seo.180 (amends seo. 4012 of oode)-tawability of beneficiary of em
ployees' trust 

Subsection (a) is a clerical amendment to make use of the term 
"long-term capital gain". 

Subsection (b) strikes out obsolete provisions pertaining (1) to 
certain trust agreements made before October 21, 1942, and (2) to 
certain distributions from employee trusts made before January 1, 
1955. 

Subsection (c) conforms the terminology and the citations in the 
code relating to the Civil Service retirement laws to the recent changes 
made in those laws. (It substitutes "basic pay" for "basic salary".) 
Seo. 181 (amends seo. 403 of oode)-tawation of employee annuities 

Subsection (a) is a clerical amendment to make use of the term 
"long-term capital gain". 

Subsection (b) changes a cross reference from section 151(e) (4) 
to section 170(b) (1) (A) (ii) to consolidate in one section the defini
tion of "educational organization." 
Seo. 1812 (amends seo. 404 of oode)--deduction for contributiom to 

pemion plam, eto. 
This provision repeals subsection (d), which permits limited carry

overs of certain pension plan contribution deductions from 1939 Code 
years to 1954 Code years if the carryover deductions would have been 
allowable if the 1939 Code provisions had remained in effect. It is be
lieved that any such eligible carryovers have by now been used or 
otherwise dissipated. 

Subchapter E. Accounting periods and methods of account
ing 

Sec. 185 (amends seo. 453 of oode)-installmentmethod 
This amendment deletes an obsolete internal effective· date reference 

(December 31,1953), which is no longer needed. The amendment also 
prospectively removes from the Code, but retains in the public laws, 
that portion of section 453(b) (2) which applies to the treatment of 
certain installment payments resulting from sales during a taxable 
year beginning before J anual,), 1, 1954, as it affects only a few tax
payers whose class is closed. They will continue to report in the same 
manner as they have in prior years. 
Seo.186 (amends seo. 461 of code)-tawable year of deduotion for ac

crual of real property taxes 
This amendment deletes the obsolete transitiorral rule relating to 

deduction by an accrual basis taxpayer of real property' taxes deducti
ble under the Internal Revenue Code of 1939 or deductible for the tax
payer~s first taxable year which began after December 31, 1953. 
Sec. 187 (amends sec. 4712 of oode)-LIFO inventories 
. This amendment strikes out a cross reference to section 1321, which 
IS repealed by sec. 353 of the bill. 
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Subchapter F. Exempt organizations 

Sec. 190 (amend8 sec. 503 of code)-pTohibited tTan8action8 
This amendment removes two words erroneously added to this 

provision by section 121(b) (6) (B) (ii) of the Tax Reform Act of 
1969. 

Sec. 191 (amend8 8ec. 508 of code)-8peciall'ule8 for certain exempt 
organizations 

Subsection (a) eliminates the definition of educational organiza
tions in this provision and substitutes a reference to section 170 (b) 
(1) (A) (ii) w hioh contains the identical definition. 

Subsection (b) deletes a special rule for private foundations orga
nized before January 1, 1970, which applies to years beginning before 
January 1, 1972. 

Sec. 192 (amend8 8ec. 512 of code)-1knrelated bU8ine88 taxable income 
Subsections (a) and (b) remove from the code, but retain in the 

public laws limited exemptions from the unrelated business income 
provisions. .. 

Subsection (c) changes a cross reference from section 151 ( e) (4) 
to section 170 (b) (1) (A) (ii) to consolidate in one section the definition 
of "educational organization." 

Sec. 193 (amend8 8ec. 514 of code)-1knrelated debt-financed inC01ne 
Subsections (a) and (c) strike out the lengthy definitions of business 

lease and business lease indebtedness. Appropriate reference is made to 
the prior law for the few instances when the definitions might be 
used in the future under the Cla(Y Brown provisions. 

Subsection (b) deletes a transition rule in certain cases for years 
beginning before 1972. 

Subchapter G. Corporations used to avoid income tax on 
shareholders 

Seo.195 (amend8 seo. 534 of code)-burden of proof 
This amendment deletes the obsolete transitional rules providing for 

the retroactive application of the 1954 Code burden of proof require
ment to 1939 Code year proceedings involving the accumulated earn
ingstax. 

Sec. 196 (amend8 8eo. 535 of code)-acoumulated taxable income 
Subsection (a) strikes out references to repealed 1939 Code excess 

profits taxes. 
Subsection (b) amends section 535 to reflect the definition of "net 

capital gain." 
Subsection (c) strikes out paragraphs referring to section 601 

which is repealed by sec. 215, to section 1111 which is repealed by sec. 
310, and seotion 301 (f), which is repealed by sec. 160 (b) of the bill. 

Sec. 197 (amend8 8ec. 537 of code)-rea80nable need8 of the busine88 
Subsection (a) strikes out an internal effective date (May 26, 1969), 

which is no longer needed. 
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Subsection (b) conforms a cross reference to the amendment made 
by subsection (a). 

Seo. 198 (amends seo. 542 of oode)-definition of personal holding 
cmnpany 

Subsection (a) strikes out a provision that prevents certain exempt 
organizations from being treated as individuals for purposes of the 
personal holding company definition. The provision applies only if 
the organization owned all of the corporation's common stock and 80 
percent of its other stock at all times since July 1, 1950. It is likely 
that these corporations have been liquidated since 1955, when this pro
vision was enacted, because income from investments would be taxable 
if held in such a corporation but it would be tax-free if held by the 
exempt organization directly. 

Subsection (b) amends a provision limiting the ahility of a con
solidated group to compute its personal holding company tax on a con
solidated basis. The amendment strikes out an exception for groups 
of railroad corporations that would be eligible to file a consolidated re
turn under the provisions of the 1939 Code before its amendment in 
1942. It is likely that this exception is no longer needed, since it would 
apply only to a group of railroad corporations that files consoli.dated 
returns and meets the five or fewer shareholder test. 

Subsection (c) strikes out references to conform to the amendment 
of section 7701 (a) (19) by the Tax Reform Act of 1969. 

Subsection (d) adds a U.S. Code citation to conform with current 
practice. 
Seo.199 (amends seo. 543 of code)-personal holding company irwome 

This amendment conforms section 543 to the repeal of section 1111 
by sec. 310 of the bill. 

Seo. 200 (amends seo. 545 of oode)----1tndistnbuted personal holding 
oompany inoorM 

Subsection (a) strikes out a reference to repealed 1939 Code excess 
profits taxes. 

Subsection (b) strikes out a provision permitting a personal hold
ing company that deducted taxes on the cash basis during 1939 
Code years to continue to do so until it makes an irrevocable election 
to use the accrual basis. It seems unlikely that a significant number 
of companies have not ele.cted to accelerate their deductions by using 
the accrual basis. Subsection (b) also strikes out a provision allowing 
the deduction of amounts used or set aside to retire indebtedness in
curred before 1934. It seems likely that virtually all of this indebted
ness has now been retired. 

Subsection (b) also repeals a provision permitting the deduction, in 
computing the personal holding company tax, of liens in favor of the 
united States as unimportant and rarely used. Ho~wever, existing pro
visions providing for recapture of these deductions will continue to 
apply to deductions taken under the repealed provision. 

Subsection (b) also strikes out provisions relating to section 601, 
which is repealed by sec. 215, section 1111, which is repealed by sec. 
310, and section 301 (f), which is repealed by sec. 160 (b) of the bill, and 
it amends section 345 (b) (5) to reflect the definition of "net capital 
gain." 
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Subsection (c) strikes out "the date of enactment of this subsection" 
in section 545(c) (2) (A) and substitutes the exact date (February 26, 
1964). 
Sec. 201 (amevnds sec. 547 of code )-dedU(Jtiovn for deficievnay dividevnds 

This amendment deletes a 1954 Code effective date provision that is 
no longer needed. 
Sec. 202 (amevnds sec. 551 oj code )-foreign personal holding com

panies 
This amendment conforms to repeals of sections 35, 242, and 342py 

secs.105, 145, and 168 of the bill, respectively. 
Sec. 203 (amends sec. 553 of code) -foreign personal holding com

pany income 
'Dhis ,amendment deletes the sentence ['elating to foreign personal 

holdring company income and the t;rea;tment of dividends 'received in 
Dupont antitrust proceedings to conform to the repeal of section 1111 
by sec. 310 of the bill. 
Sec. 204 (amends sec. 5156 of code )----undistributed foreign personal 

holding oompany income 
Subsection (a) deletes a limitation on the deduction of excess profits 

taxes with respect to taxes imposed during World War II. 
Subsection (b) strikes out provisions relating to the treatment of 

dividends received in Dupont antitrust proceedings to conform to the 
repeal of sections 301 (f) and 1111 by secs. 160 (b) and 310 of the bill. 
Sec. 205 (amends sec. 564 of code)-dividend carryovers 

This amendment strikes out a provision relating to dividend carry
overs from pre-1954 years. 

Subchapter H. Banking institutions 

Sec. 210 (amends sec. 1582 of oode)-transitional rule for bonds, etc., 
losses and gailns of banks 

This is a clerical amendment to make use of the term "long-term 
capital gain." 
Sec. 211 (repeals sec. 583 of code)-deductions of dividends paid on 

certain preferred stock 
This amendment strikes out provisions relating to deductions of 

dividends paid on certain preferred stock by banks or trust companies. 
It appears that none of this stock is now outstanding, and that these 
provisions are no longer needed. 
Sec. 212 (amends sec. 584 of code)-common trust funds 

This amendment deletes the references to section 35 (repealed by 
sec. 105) and section 242 (repealed by sec. 145) relating to partially 
tax-exempt interest. 
Sec. 213 (repeals sec. 592 of code )-deduction by mutuals(J!l)ing8 banks 

for repayment of certain loan8 
This section repeals the provision allowin~ certain mutual savings 

banks to deduct certain repayments of pre-beptember 1, 1951, loans 
since all the loans described in the section have been repaid and there
fore the provision is no longer applicable. 
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Sec. 214 (amends sec. 593 of code)-reserves for losses on loans for 
mutual savings banks, etc. . 

Subsection (a) strikes out the applicable percentages to be used by 
mutual savings banks in computing the addition to reserves for bad 
debts under the percentage of taxable income method for years 1969, 
1970, and 1971. . 

Subsection (b) deletes the obsolete portions of paragraphs (2) 
through (5) of section 593 ( c), which deal with the required allocation 
of the bad debt reserves of mutual savings banks on December 31, 
1962. 

Subsection (c) strikes but a transitional rule for a taxable year 
beginning in 1962 and ending in 1963 dealing with the treatment of 
bad debt reserves of mutual savings banks. 
Sec. '215 (repeals sec. 601 of code)-special dedU(}tion for bank affil

iates 
This section repeals a special deduction allowed bank affiliates in 

computing the accumulated earnings tax and the personal holding 
company tax. The deduction is for the amollilt of earnings and profits 
required to be invested in a reserve of readily marketable assets under 
the Banking Act of 1933. This requirement was eliminated in 1966, and 
there is now no requirement that such a reserve be maintained. 

Subchapter I. Natural resources 

Sec. 220 (amends sec. 613 of code)-percentage depletion 
Subsection (a) is a clerical amendment to make use of the term 

"ordinary income." 
Subsection (b) strikes out provisions relating to percentage deple

tion for certain taxable years ending in 1954. 
Sec. 221 (amends sec. 614 of code)-dejinition of property 

These amendments strike out the complex provisions for recapture 
of taxes saved by delaying an election to aggregate mineral proper
ties from the date of first exploration to the date of the development 
of the mine. These provisions were added in 1958 and it is understood 
that they have never been invoked by a revenue agent. 
Sec. 222 (repeals sec. 615 and a:mends sec. 703 of code)-pre-1970 ex

ploration expenditures 
Subsection (a) repeals section 615, since it applies only to mine 

exploration expenditures made before 1970. 
Subsection (b) strikes out a reference to section 615 in section 

703(h). 

Sec. 223 (amends sec. 617 of code)-deduction and recapt'tlre of ex
ploration expendit'tlres 

Subsection (a) is a clerical amendment to make use of the term 
"ordinary income". 

Subsection (b) conforms section 617 (h) to the repeal of section 
615 by sec. 222 of the bill. 

Sec. 224 (repeals sec. 632 of code)-sale of oil and gas properties 
This section repeals the provision that limits the tax on the sale of 

an ?il or ~as pr~pert~ discovered by an individual to 33 percent of the 
sellmg pnce. It IS belIeved that at least as far as the past is concerned 
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this falls within the category of unimportant and rarely used provi
sions. However, when the maximum tax on capital gains reaches 35 
percent its repeal could increase the seller's tax by 2 percentage points. 
In addition, this amendment would increase the tax when the oil prop
erty has been held for 6 months or less. 

Subchapter J. Estates, trusts, beneficiaries, and decedents 

Sec. 230 (amends sec. 642 of code)-credits allowed to estates and 
trusts 

This amendment conforms section 642 to repeals of sections 35 and 
168 by secs. 105 and 140 of the bill. 
Sec. 231 (repeals sea. 683 of code)-application of part I of estate 

and trust provisions 
This section repeals the obsolete effective date provision of part I 

of subchapter J (relating to income of estates, trusts, 'and beneficiaries) . 
Sec. 232 (amends sec. 691 of code)-income in respect of a decedent 

Subsection (a) deletes a cross reference to section 683, which is 
repealed by sec. 231 of the bill. 

Subsection (b) repeals the provision allowing a taxpayer to receive 
installment payments .on obligations transferred from a decedent in 
taxable years to which the 1939 Code applied without the necessity 
of maintaining a bond with the IRS to guarantee the reporting of the 
income. It is believed that either none of these obligations are still out
standing or, if any are, the taxpayer has already made the election not 
to maintain a bond. The amendment also preserves the rights of tax
payers who elect under the provision for taxable years beginning 
before January 1, 1972. 
Sec. 233 (amends sec. 692 of cod e) -members of Armed Forces ,who die 

during induction period 
This amendment changes "on" to "of" in the heading of the provi

sion relating to income taxes of members of Armed Forces who die 
in a combat zone. 

Subchapter K. Partners and partnerships 

Sec. 240 (amends seo. 751 of code)-1knrealized receivables 
This amendment corrects a grammatical error by removing "or" in 

the middle ofa series of section references. 
Sec. 241 (repeals sec. 771 of code)-effective date of subchapter K 

This section repeals the obsolete effective date provision (general
ly, December 31, 1954) .of subchapter K (relating to partners and 
partnerships) . 

Subchapter L. Insurance companies 

Sec. 245 (amends sec. 802 of code)-tam imposed on life insurarnce 
companies 

Subsection (a) deletes the obsolete effective date (taxable years be
ginning after December 31, 1957) relating to the imposition of tax 
on a life insurance company. 

54~592~71-3 
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Subsection (b) deletes the obsolete effective date (taxable years be
ginning after December 31, 1961) of the alternative tax in the case 
of capital gains of a life insurance company and make use of the new 
definition of "net capital gain". 

Subsection (c) deletes an obsolete special rule for computing the 
taxable income of a life insurance company for a taxable year begin
ning in 1959 or 1960. 
Sec. 246 (amends sec. 804 of code)-taxable investment income 

Subsections (a), (b), and (d) delete references to partially tax
exempt interest to conform section 804 to the repeal of sections 35 and 
242 by secs.105 and 145 of the bill. 

Subsection (c) makes a clerical amendment to make use of the new 
definition of "net capital gain". 

Subsection (d) strikes out a speci'al rule which, in effect, provides 
for any adjustments necessary to prevent a life insurance company 
from being taxed on tax-exempt interest or dividends qualifying for 
a dividends received deduction. This special rule is surplusage because 
the basic life insurance company tax provisions have been held to 
prevent the imposition of tax on these items. 

Subsection (e) strikes out an internal effective date reference (tax
able years beginning after December 31, 1958), which is no longer 
needed. 
Sec. 247 (amends sec. 805 of code )-policy and other contract liability 

TequiTements 
Subsection (a) strikes out an obsolete provision pertaining to the 

e:arnings rate of life insurance companies for ,taxable years beginning 
before January 1, 1958. 

Subsection (b) strikes out a parenthetical clause which provides that 
the adjusted basis of certain assets which a life insurance company 
must take into account in computing iits taxable income is determined 
without regard to the fair market value of the assets on December 
31, 1958. This clause was surplusage when enacted and continues to 
be surplusage since the adjusted basis of these assets is not affected 
by their fair market value on December 31, 1958. 

Subsection (c) strikes out transition rules relating to taxable years 
beginning after 1957 and before 1961. 
Sec. 248 (amends sec. 809 of code)-gain and loss fTom opeTatwns 

Subsections (a) and (b) conform section 809 to the repeal of sec
tio~s 35 and 242 by sees. 105 and 145 of the bill. Subsection (b) also 
strIkes out a special rule which in effect provides for any adjustments 
necessary to prevent a life insurance company from being taxed on 
tax-exempt interest or dividends qualifying for a dividends received 
deduction. This special rule is surplusage because the basic life insur
ance company tax provisions have been held to prevent the imposition 
of tax on these items. 

Subsection (c) is a clerical amendment to make use of the new 
definition of "net capital gain". 

Subsections (d) and (f) conform section 809 to the repeal of sec
tion 242 by sec. 145 of the bill. 

Subsections (e) and (g) strike out material permitting deductions 
under certain CIrcumstances for distributions made in the period 1958 
through 1962. 
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Sec. 249 (amends secs. 812 and 8.44 of code )-years to which operating 
losses of an insurance company may be camd 

Subsection (a) strikes out special transitional rules for years be~Qre 
1958 tQ which Qpera;ting lQsses 'Of an insurance cQmpany may be carned. 

SubsectiQn (b) cQnfQrms sectiQn 844 tQ the change made by 
subsectiQn (a). 
Sec. 250 (amends sec. 815 of cooe)-distributions to shareholders 

Subsecti'On (a) is a clerical amendment to make use 'Of the new defini
tion 'Of "net capital gain". 

SubsectiQn (b) deletes references tQ partially tax-exempt interest tQ 
cQnfQrm section 815 to the repeal 'Of section 242 by sec. 145 'Of the bill. 

SubsectiQn (c) is a clerical amendment made necessary 'by the re
peal 'Of sectiQn 802 (a) (3) by sectiQn 245 ( e) 'Of the bill. 
Sec. 251 (amends sec. 817 of code) -certain gains and losses 

This section deletes QbsQlete provisions relating tQ capitallQsses 'Of 
life insurance cQmpanies incurred in years beginning before 1959 and 
reinsurance transactiQns 'Of life insumnce c'Ompanies 'Occurring in 
1958. 

It alsQ deletes a prQvisiQn relating to the trea;tment under the life 
insurance c'Ompany tax prQvisions 'Of gains arising 'On sales 'Or 'Other 
dispositiQns 'Of capital assets (and pr'Operty which would be section 
1231 a;ssets) prior to 1959. It is unlikely tha;t this prQvisiQn has any 
current applIcability since taxpayersa;re not likely tQ be currently 
receiving gains from pre-1959 sales, except in the limited area 'Of 
installment sales. FQr this reasQn, the pr'OvisiQn is remQved from the 
cQde but retained in the Public Laws. 
Sec. 252 (amends sec. 818 of code)-accounting provisions 

This sectiQn deletes transitional rules applicable to changes in a 
life insurance cQmpany's methQd 'Of accQuntmg frQm its taxable year 
1957 to its tax,able year 1958. 
Sec. 253 (amends sec. 819 of code)-foreign life insurance comparnies 

SubsectiQn (a) strikes 'Out the transitiQnal rules applicable tQ tax
able years beginning befQre January 1, 1959 that are nQ lQnger neces
sary. 

SubsectiQn (b) cQnfQrms the second sentence of sectiQn 819(a) (2) 
(A) to the abQve change made in the first sentence. SubsectiQn (c) 
conforms subsectiQn (b) (2) (B) tQ the same change made in the first 
sentence in the pr'OvisiQn relating tQ fQreign life insurance companies. 
Sec. 254 (amends sec. 820 of code)-optional treatment of certain 

reinsuTed policies 
SubsectiQn (a) deletes an O'bsQlete provisiQn relating to a life insur

ance cQmpany's treatment 'Of a reimbursement fQr 1957 Federal income 
tax. 

SubsectiQn (b) makes a cQnfQrming change in sectiQn 820 ( c) . 
Sec. 255 (amends sec. 821 of code)-certain mutual insurarnce com

panies 
SubsectiQn (a) deletes an internal effective date (beginning after 

December 31, 1963) that is no lQnger necessary. 
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Subsection (b) deletes an internal effective date (taxable years begin
ning after December 31,1963) that is no longer necessa.ry. 

Subsection (c) strikes out a transitional rule a pplymg from 1963 to 
1967. 
Sec. 256 (amends sec. 822 of code)-tawable investment income 

Subsections (a), (c), and (d) strike out references to partially tax
exempt interest to conform section 822 to the repeal of section 242 by 
sec. 145 of the bill. 

Subsection (b) strikes out the obsolete reference. to obligations of 
the United States issued after September 24, 1917, and originally sub
scribed for by the taxpayer. 

Subsection (e) makes clerical changes relating to the above changes 
and strikes an obsolete effective date (December 31, 1962), which is 
no longer needed. 
Sec. 257 (amends sec. 825 of code )-u'l1i1h8ed loss deduction 

This amendment strikes out a transitional rule (taxable years begin
ning before January 1, 1963), which is no longer needed. 
Sec. 258 (amends sec. 831 of code)-tax on certain insurance companies 

This amendment makes a clerical change in subsection (a) (cha~cres 
the word "or" to "on"). 
Sec. 259 (amends sec. 832 of code)-insurance company tamable income; 

Subsection (a) conforms the name of the National Association of 
Insurance Commissioners by substituting "Association" for "Conven
tion" in the provision. 

Subsecticlls (b) and (c) strike out references to partially tax
exempt inbrest to conform section 832 to the repeal of section 242 
by sec. 145 ofthe bill. 

Subchapter M. Regulated investment companies and real 
estate investment trusts 

Sec. 265 (amends sec. 851 of code)-definition of regulated investment 
companies 

Subsection ( a) makes a clerical change striking out a reference to 
the statutes at large to conform to other citations in the Code. 

Subsection (b) strikes out an obsolete date (December 31, 1941) in 
subsection (b) (1) relating to regulated investment companies. 
Sec. 266 (amends sec. 852 of code)-tawation of regulated investment 

companies 
Subsection (a) strikes out a reference to partially tax-exempt inter

est to conform section 852 to the repeal of section 242 by sec. 145 of 
the bill. 

Subsections (b), (c), (e), and (f) are clerical amendments to make 
use of the new definition of "net capital gain". 

Subsection (d) is a clerical amendment to make use of the term 
"long-term capital gain". 

Subsection (g) is a clerical amendment to make use of the term 
"long-term capital loss" . 
. Subsection (h) is a clerical amendment required by the new defini

tIon of "net capital gain" and also adds a U.S. Code citation. 
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Sec. 267 (amends sec. 8/56 of code )-definition of real estate inllJestment 
trust 

Subsection (a) strikes out an internal effective date (December 31, 
1960), which is no longer needed. 

Subsection (b) adds a U.S. Code citation to the Investment Com
pany Act of 1940. 
Sec. 1368 (amends sec. 867 of code )-taxation of 1'eaZ estate investment 

trusts 
Subsection (a) strikes out a reference to partially tax-exempt inter

est to conform section 857 to the repeal of section 242 by sec. 145 of the 
bill. 

Subsections (b), (c) , (d), and (e ) are clerical amendments to make 
use of the new definition of "net capital gain". 

Subchapter N. Tax based on income from sources within or 
without the United States 

Sec. 275 (amends secs. 861 and 862 of code)-sources of income 
These amendments change "sale" to "sale or exchange" to eliminate 

the need fora definition of "sale" in section 864. 
Sec. 276 (amends sec. 863 of code )-sources of income 

These amendments change "sale" to "sale or exchange" and "sold" 
to "sold or exchanged" to eliminate the need for a definition of "sale" 
and "sold" in section 864. 
Sec. 277 (amends sec. 864 of code)-definitions 

These amendments eliminate the definition of "sale" and "sold" and 
change "sale" to "sale or exchange" and "sold'" to "sold or exchanged." 

Sec. 278 (amends sec. 901 of code)-foreign tax credit 
These amendments strike out references to provisions relating to 

war loss recoveries, which are repeakd by sec. 354 of the bill, and China 
Trade Act corporations, which are repealed by sec. 285. The amend
ments also conform a cross reference to the change made in section 
642 (a) by sec. 230 of the bill. 

Sec. 279 (amends sec. 904 of code)-limitation on foreign tax credit 
This amendment strikes out several effective dates and transitional 

provisions that are no longer needed. 

Soo.280 (amends sec. 905 of code)-proof of foreign tax credits 
This section deletes a special foreign tax credit rule relating to the 

treatment of taxes imposed by the United Kingdom with respect to 
scientific and industrial royalties. The treatment of these taxes is dealt 
with in the United Statesc---'United Kingdom inoome tax convention 
and accordingly the special code provision is no longer necessary. 
Sec. 281 (amends sec. ,911 of code)-earned income exclusion 

This section strikes out transitional rules for taxable years ending 
in 1963, 1964, or 1965. 

Sec. 282 (amends sec. 921 of code)-Western Hemisphere trade cor
porations 

This amendment strikes out the sentence relating to taxable years 
before 1954. 
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Sec. 283 «(J;1'Mn<i8 8ec, 931 of code )-i1UJome from p088e8si.un8 
This amendment strikes out a provision which states that amounts 

received within the United States cannot be excluded from income 
under section 931. The amendment also strikes out obsolete provisions 
relating to citizens who were captured by the Japanese in the Philip
pine Islands. 
See. '/284 (amend8 8ee. 934 of code)-taw liability incurred to Virgin 

I8land8 
This amendment strikes out a provision which states that amounts 

received within the United States cannot be excluded from income 
under section 934. 
See. '/285 (repeal8 8eC8. 941,94'/2, and 943 of eode)-Ohina Trade .det 

corporations 
This section repeals the special provisions for China Trade Act 

corporations. These provisions now apply only to Formosa and Hong 
Kong, and it is understood that there are only 4 active China Trade 
Act corporations still carrying on business. The bill, by permitting 
these China Trade Act corporations to reorganize as foreign corpora
tions without obtaining 'section 367 rulings, maintains essentially the 
same treatment for these corporations as at present. 
See. '/286 (amend8 sec. 951 of Oode)-8ubpart F income 

This amendment strikes out an internal effective date reference ("be
ginning after December 31, 1962"), which is no longer needed. 
Seo. '/287 (amend8 8ec. 963 of code)-minimum di8tribu,tions 

This amendment strikes out provisions applicable to pre-1971 tax
able years, which are no longer needed. 
See. 288 (repeal8 8ee. 97'/2 and amend8 8ec. 970 of code)-eonsolida

tion of group of ewport trade corporations 
This section repeals the provision which allows the consolidation of 

export trade corporations for purposes of the exception from subpart 
F treatment (relating to certain income of controlled foreign corpora
tions) which is provided for certain export related income of these 
?orporations. It is understood that this provision has been little used 
m the past and is not currently 'being used. A conforming change is 
made in section 970(b) (1) (B). 
See. '/289 (amends 8ec. 981 of code)-foreign eommunity property Z(JfW8 

Subsection (a) strikes an internal effective date ("beginning after 
December 31, 1966"), which is no longer needed. 

Subsection (b) strikes out subsection (c) relating to an obsolete elec
tion for pre-1967 years. 

Subsections (c), (d), and (e) make ohanges to conform to the change 
made in (b) above. 

Subchapter O. Gain or loss on disposition of property 

Sec. '/295 (amend8 8ec.1001 oj eode )-recognition of gain or l088 
This amendment incorporates into section 1001 the basic rules 

now of section 1002. See sec. 296 of the bilJ. 
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Sec. '296 (repeals sec. 1002 of code)-reoognition of gain or loss 
This section is repealed because the applicable rules are set forth in 

section 1ool. 

Sec. 297 (amends seo. 1015 of oode)-inoreased basis for gift taw paid 
These amendments substitute "September 2, 1958" for the references 

to "the date of the enactment of the Technical Amendments Act of 
1958" as the effective date of section 1015 (d). 
Sec. 298 (amends seo.l016 of oode)-adjustments to basis 

Subsection (a) is a clerical 'amendment required by the repeal of 
section 1020 by sec. 300 of the bill. 

Subsection (b) is a clerical amendment required by the repeal of 
section 615 by sec. 222 of the bill. 

Subsection (c) strikes out paragraphs (19) and (21) of section 
1016(a). ParagTaph (19) is an obsolete provision dealing with section 
38 property, and paragraph (21) becomes an obsolete provision with 
the repeal of section 1022 by sec. 302 of the bill. 
Seo.299 (amends sec. 1017 of code)-discharge of indebtedness 

This section makes a clerical change to conform to the amendment 
made by sec. 123 of the bill. 
Sec. 300 (repeals sec. 1020 of code)-depreciation allowed before 1952 

This section repeals the obsolete provision relating to an election in 
respect of depreciation aHo'wed before 1915g. 
Sec. 301 (repeals sec. 1021 of code)-basis of annuity oontract 

Section 1021 provides that the adjusted basis of an annuity contract 
shall in no case be less than zero. This is repealed because the rule of no 
negative basis is implicit in many provisions of the code so there seems 
to be no reason to make it explicit in this one case. 
Sec. 302 (repeal8 sec. 102'2 of code) -basis of certain foreign personal 

holding oompany stock 
Section 1022 is repealed as an unimportant and rarely used pro

sion. This provision was added for one case (where it was not used). 
It is doubtful whether anyone has used or is likely to use this provision. 

Sec. 303 (amends seo. 1023 of oode)-cross referenoes 
This section strikes out the obsolete reference to the Defense Pro

duction Act of 1959. 
Sec. 304 (amends sec. 1033 of code)~i11l1)0lt{ntary conversions 

Subsection (a) strikes out a provision applicable to conversion into 
money where a disposition occurred prior to 1951. 

Subsections (b) and (e) conform section 1033 to the change made 
by subsection (a). 

Subsection (c) makes a clerical change to include as a new sub
paragraph a definition of "control" which is presently contained in 
the provision but would be repealed by subsection (a). 

Subsection (d) strikes out the obsolete reference to certain conver
sions occurring after 1950 but before 1954. 

Subsection (f) strikes out the obsolete reference to conversion before 
January 1, 1958, in section 1033 (g). 
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Seo.305 (amends seo.l034 of oode)-gain on sale of residence 
Subsections (a) and (b) strike out obsolete 1954 Code internal 

effective dates, which are no longer needed. 
Subsection (c) strikes out the obsolete reference to the Internal 

Revenue Code of 1939 in section 1034 (d). 
Subsection (d) strikes out the obsolete transitional rules in sub

section (i). 
Subsection (e) strikes out an internal effective date (December 31, 

19'50), which is no longer needed. 
Seo. 306 (anwnds seo. 1037 of oode)-certain exchanges of United 

States obligations 
This amendment changes a cross reference t0' section 1232(a) (2) 

to reflect its amendment by the Tax Reform Act of 1969. 

Sec. 307 (amends sec. 1051 of oode)-property acquired during affilia
tion 

This amendment strikes out the sentences in section 1051 that provide 
that the basis of property acquired or held during a consolidated return 
year is to be determined under the consolidated return regulations. 
This provision is unnecessary because adequate authority for pro
viding basis rules in the consolidated return regulations is provided 
under section 1502 and its predecessors. 
Sec. 308 (amends sec. 1081 of code)-distribution8 required by SEG 

Subsection (a) strikes out the special rule for distributions of stock 
or securities before Januarv L 1958. 

Subsections (b) and (c)· make changes to conform to the changes 
made in subsection (a). Subsection (b) also strikes out a reference to 
the Statutes at Large to conform to other citations in the code. 
Sec. 309 (repeaZs secs. 1101, 11013, and 1103 of code)-Bank HoZding 

Oompany Act distribution8 
This section strikes out the provisions under which certain distribu

tions that are necessary 0'r appropriate because 0'f the Bank Holding 
Company Act of 1956 (as amended in 1966) are made tax-free. How
ever, the rights of taxpayers under the present statute are specifically 
preserved. 
Sec. 310 (repeals sec. 1111 and amends sec. 561 of code)-distributions 

pursuant to orders enforcing the antitrust laws 
This section strikes out the special provision dealing only with the 

distribution of General Motors stock by duPont pursuant to the anti
trust decree. This distribution is now complete and the rights of per
sons who received such distributions are preserved. A conforming 
change is made in section 561 (b) . 

Subchapter P. Capital gains and losses 

Sec. 320 (amends sec. 11301 of code )--alternative tax on capital gains 
Subsection (a) contains clerical amendments to make use of the new 

definition of "net capital gain". 
Subsections (b) and (c) delete transitional rules applicable to 

taxable years beginning in 1970 and 1971. 
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Sec. 3~1 (amends sec.l~O~ of code)-deductiomjor capital gaim 
This isa clerical amendment to make use of the new definition of 

"net capital gain". 
Sec. 3~~ (amends sec. 1~1~ of code)--capital loss carry backs and 

carryovers 
These are clerical amendments resulting from the new definition 

of "net capital gain". 
Sec. 3~3 (amends sec.l~~~ of code)-definitions 

Subsection (a) defines the new term "capital gain net income". 
The definition is the same 'as the old "net capital gain". 

Subsection (b) gives the new definition of "net capital gain;' It is 
the excess of the net long-term capital gain for the taxable y~r over 
the net short-term capital loss for such year. This makes it possible 
to use these terms throughout the code instead of the other longer 
phrases. 
Sec. 3~5 (amends sec_ 1~31 of code)-property used in a trade 01' 

business 
Subsection (a) is a clerical amendment to make use of the new terms 

"ordinary income" and "ordinary deductions". 
Subsection (b) is a clerical amendment to make use of the new 

term "ordinary income." 
Sec. 3~6 (amends sec. 1~3~ of code)--gain on certain bonds 

Subsection (a) is a clerical amendment to make use of the term 
"long-term eapital gain." 

Subsections (b) and (c) are clerical amendments to make use of 
the new term "ordinary income". 

Subsection (c) is a clerical amendment to reflect the repeal of sec
tion 373 by sec. 171 of the bill. 
Sec. 3~7 (amends sec.l~33 of code)-short sales 

Subsection (a) is a clerical amendment to make use of the term 
"short-term capital gain". 

Subsection (b) substitutes "August 16, 1954" for "the date of enact
ment of this title" as the effective date of this provision. 

Subsection (c) is a clerical amendment to make use of the term 
"long-term capital loss". 
Sec. 3~8 (amends sec. 1~34 of code)-options to buy or sell 

Subsection (a) isa clerical amendment to make use of the term 
"short-term capital gain". 

Subsection (b) isa clerical amendment to make use of the new term 
"ordinary income". 
Sec. 3~9 (amends sec. 1~37 of code)-subdivided real property 

This amendment strikes out a 1954 code effective date provision, 
which is no longer needed. 
Sec. 330 (amends see. 1~38 of code)-amortization in e;ecess of depre

ciation 
This amendment is a clerical amendment to reflect the repeal of 

seetion 168 by see. 140 of the bill. 

54-592-71-4 
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Sec. 331 (amend8 8ec. 11339 of code)--gain from 8ale of property be" 
tween certain persons 

Subsection (a) is a clerical amendment to make use of the new term. 
"ordinary income". . ' 

Subsection (b) strikes out an obsolete effective date (May 3, 1951), 
which is no longer needed. 
Sec. 332 (1'epeal of sec. 1240 of code)-tennination payments (Louis 

B. jJf ayer provision) 
This amendment repeals the so-called Louis B. Mayer provision. 

This provision permits capital gain treatment of a lump sum settle
ment of rights in an employment contract. Since the provision co_n
tains narrow restrictions, including the requirement that the rights 
be created before August 16, 1954, it is unlikely that it has much, if any, 
applicability today. 
Sec. 333 (amend8 8ec. 1B412 of code )-l088e8 on small b'usine88 invest

ment company stock 
This is a clerical amendment to make use of the new term "ordinary 

deduction". 

Sec. 334 (amends sec. 1244 of code )-l08ses on small busines8 stock 
Subsection (a) makes clerical amendments to make use of the new 

term "ordinary deduction." 
Subsection (b) makes a clerical amendment to reflect the repeal of 

section 242 by sec. 145 of the bill. 
Sec. 335 (amends 8ec. 1245 of code)-1"ecapture of depreciation on 

pe1'8onal p1'operty 
Subsection (a) is a clerical amendment to make use of the new term 

"ordinary income". 
Subsection (b) is a clerical amendment necessitated by the repeal 

of section 168 by sec. 140 of the bill. 
Sec. 336 (amend8 8ec.1246 of code)-gain on f01'eign inve8tment com

pany8tock 
Subsection (a) is a clerical amendment which makes use of the 

new term "ordinary income". 
Subsection (b) strikes out an effective date (December 31, 1962), 

which is no longer needed. 

Sec. 337 (amends sec. 11247 of code)-election by foreign inve8tment 
company 

Subsections (a) and (b ) are clerical amendments to make use of 
the new definition of "net capital gain". 

Subsec1tion (c) is a cleric:al amendment to make use of the term 
"long-term capital loss". 

Sec. 338 (amend8 sec. 11250 of code )-recapture of depreciation on real 
property 

Subsections (a) and (c) are clerical amendments to make use of the 
term "ordinary income". 

Subsection (b) is a clerical amendment necessitated by the repeal of 
section 168 by sec. 140 of the bill. 
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Sec. 339 (amend8 8ec.12151 of code )-farm exceS8 deduction8 account 
These amendments are clerical amendments to·make use.of the new 

term "ordinary income". . . 

Subchapter Q. Readjustment of tax between years and spe
cial limitations 

Sec. 3150 (amend8 8ec.1303 of code )-individuals eligible for ~veraging 
This amendment changes a cross reference from section 151 ( e) (4) 

to section 170 (b) (1) (A) (ii) to reflect the consolidation in one section 
of the definition of "educational organization." 

Sec. 3151 (amend8 sec. 1311 of code)--mitigation of effect of limitations 
These amendments conform section 1311 to the new name of the Tax 

Court. 

Sec. 352 (repeal8 sec. 1315 of code)-effective date 
This amendment repeals the obsolete effective date provisions of 

part II of subchapter Q of chapter 1. 

Sec. 3153 (repeal8 8ec. 1321 of code)-liquidations of LIFO im'en
torie8 

This section repeals a tax relief provision for involuntary liquida
tions of LIFO inventories. The provision applies only to inventories 
liquidated in taxable years ending after June 30, 1950, and before Jan
uary 1, 1955, and only if the inventory was replaced in a taxable year 
ending before January 1,1956. 

Sec. 3154 (repeal8 8eC8. 1331 to 1337 of code )-war l088 recM'eries 
This section repeals the provisions dealing with W orId War II war 

loss recoveries in taxable years beginning after the date of the enact
ment of the bill. The basis of property recovered during prior taxable 
years will not be affected by the repeal. Future recoveries, which ap
pear unlikely, would be covered by other provisions of the law, which 
accord similar but not identical treatment. 

Sec. 355 (amends 8ec.1341 of code)-clairtn of right 
This amendment strikes out provisions relating to certain retroactive 

payments by a subcontractor to a prime contractor, or by a subcontrac
tor to a higher tier subcontractor. These provisions are expressly lim
ited to payments made under a subcontract entered into before Janu
ary 1, 1958, and it appea,rs unlikely that any such contacts are still 
outstanding. 

Sec. 356 (repeals sec. 1342 of code)-computation of tax on certain 
amounts recovered as a result of a patent infringement. suit 

This section repeals provisions relating to the computation of tax on 
certain amounts recovered as a result of a patent infringement suit. It 
is believed that these provisions are rarely used. 

Sec. 357 (repeals 8eGS. 1346 and 1347 of code)--recovery 01 unconsti
tutional Federal taxe8, and certain claims filed against the United 
States 

This section removes from the code provisions relating to recovery 
of unconstitutional Federal taxes (section 1346) and to certain claims 
filed against the United States before January 1, 1958 (section 1347). 
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It is believed that section 1346 has served its purpose, and !that claims 
of the type contemplated in section 1347 are, no longer outstanding. 
However, the rights of persons who may have claims Of the type con
templated in sectIon 1347 are preserved. 
Sec. 358 (amends sec. 1348 of code)-50-percent mamimAJ,m rate on 

earned income 
Subsection (a) makes more readable certain paragraphs relating to 

the 50-percent maximum rate on earned income. 
Subsection (b) strikes out a transitional rule applicable to taxable 

years beginning in 1971. 

Subchapter S. Election of certain small business corpora
tions as to taxable status 

Sec. 365 (amends sec. 137~ of code)-election by subchapter S cor
poration 

Subsection (a) conforms to the minimum tax provisions added by 
the Tax Reform Act of 1969. 

Subsection (b) strikes out a transitional rule for the election by a 
subchapter S corporation applicable to certain taxable years begin
ning in 1958. 

Subsection (c) strikes out the provision providing for the consent to 
election in certain cases fur years before 1961. 
Sec. 366 (amends sec. 137 4 of code )--net operating losses of subchapter 

S corporations 
This section repeals paragraph (2) of section 1374 ( d) (relating to 

carryback to years before 1958 of net operating losses of subchapter S 
corporations) and transfers the provisions of paragraph (1) to sec
tion 1374(b). 
Sec. 367 (amends sec. 1375 of code)-capital gains of subchapter S 

corporations 
Subsections (a), (b), and (c) are clerical amendments to make use 

of the new definition of "net capital gain". 
Subsection (d) merely gives a new heading to a subsection (since 

individuals no longer receive a dividends received credit) . 
Subsection (e) deletes a provision relating to section 1375 (e), which 

was repealed by Public Law 89-389. 
Sec. 368 (amends sec. 1378 of code)-tax imposed on certain capital 

gains of subchapter S corporations 
These are clerical amendments to make USe of the new definition of 

"net capital gain". 

Subchapter T. Cooperatives 

Sec. 369 (amends section 1388 of code )-patronage dividends 
Subsection (a) strikes out "the date of the enactment of the Revenue 

Act of 1962" and substitutes the exact date "October 16 1962." 
Subsection (b) strikes out "the date of the enactment of this sub

section" and substitutes the exact date, "November 13, 1966." 
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Chapter 2. Tax on self-employment income 
Sec. 375 (amends sec. 1401 of code)-tax on self-employment income 

Subsection (a) strikes out the provisions imposing the tax on se1£
employment income for years before 1971. 

Subsection (b) strikes out the internal effective daw (December 
:31, 1967) for the rate of tax on self-employment income for hospital 
msurance. 
Sec. 376 (amends sec. 14013 of code)-definitions applicable to the tam 

on self-employment income 
Subsection (a) strikes out the reference to section 35, which is re

pealed by sec. 105 of the bill. 
Subsection (b) strikes out the references to net earnings from sel£

employment on which the tax is imposed for years prior to 1972. 
Subsection (c) strikers out a provision relating to treatment of sel£

employment income for taxa:ble years ending before 1962. 
Subsection (d) strikes out a transitional rule for certain pre-1969 

taxable years and an internal effeotive date reference (to taxable 
years ending on or after December 31, 1967), which are no longer 
l1E\eded. 
Chapter 31. Withholding of tax on nonresident aliens and foreign 

corporations and tax-free covenant bonds 
Sec. 377 (repeals sec. 1465 of oode)-definition of 1Dithholdin,q agent 

This section repeals section 1465, since "withholding agent" is de
fined in section 7701 (a) (16). 
Chapter 4. Rules applicable to recovery of excessive profits on 

government contracts 
Sec. 378 (repeaZ-s sec. 1471 of code)-recovery of exce88i~'e profits on 

contracts subject to the Vinson-Trammel Act 
This section removes from the Code provisions relating to a few 

possible situations not covered by the Renegotiation Act. Since these 
provisions are not directly related ,to taxation they are removed from 
the code but retained in the Public Laws. 
Sec. 379 (amends sec. 1481 of code )-mitigation of effeot of renegotia

tion of government oontraot8 
Subsections (a), (b), and (c) make several minor language changes 

designed to update section 1481. 
Subsection (d) removes from the code but retains in the public laws 

a provision reJating to renegotiation of government contracts affecting 
taxable years prior to 1954. 

Chapter 6. Consolidated returns 
Sec. 380 (amends seo. 1504 of code )-consolidated return definitions 

Subsection (a) deletes from the definimon of "affiliated group" the 
requirement that the common parent own 80 percent of the stock of at 
least one corporation directly. This requirement has no apparent 
purpose, and it seems unlikely that a significant number of groups fail 
to qualify because of this requirement. In any case a nonqualifying 
group could qualify merely by readjusting its corporate structure, or 
by forming a new directly owned subsidiary with a valid business. 
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Subparagraph (b) conforms section 1504 to Ithe repeal of the China 
Tmde Act corporation provisions by sec. 285 of the bill. 
Sec. 381 (a!lJU}nds sec. 1551 of eode)-disallowance of surtaaJ ewemp

tions, etc. 
This amendment corrects an erroneous cross reference. 

Sec. 382 (amends sec. 1552 of code)-earnings and profits of an affiliated 
group 

This amendment strikes out a 1953 internal effective date that is no 
longer needed. 
Sec. 383-elerical amend!lJU}nts 

Subsection (a) strikes out the term "Territory,' since there are 
no longer any Territories, in those sections of the income tax subtitle 
which are not otherwise amended by this bill. 

Subsection (b) strikes out the words "or his delegate", since the 
definition of "Secretary" is amended by sec. 726 of the bill to include 
his delegates. 

Subsection (c) makes other clerical changes. 
Sec. 384-effecti'ue elate of amendments made by Title I of the bill 

This section provides that the amendments to the income tax pro
visions of the Internal Revenue Code made by this bill are to be appli
cable with respeot to taxable years beginning after December 31, 1971. 

TITLE II OF BILL: AMENDMENTS OF SUBTITLE B 
(ESTATE AND GIFT TAXES) 

Chapter 11. Estate tax 
Sec. 401 (amends sec. 2001 of code)-rate of the estate taw 

This amendment strikes out an internal effective date that is no 
longer necessary. 
Sec. 402 (amends sec. 2012 of code)-credit for gift taw 

These amendments provide subsection headings for each of the sub
sections OT this provision. 
Sec. 403 (amends sec. 2013 of code)-credit for taw on prior transfers 

These amendments strike out obsolete references to prior laws. 
Sec . .40.4 (amends s.ec.13038 of code)-revocable transfers 

This amendment strikes out a subsection of limited application 
which is no longer needed. 
Sec . .405 (amends sec. 13039 of code)-annuities 

This amendment is a clerical section amendment to improve the 
readability of a reference to section 170 (b) (1) (A) (ii). 
Sec . .406 (amends sec. 2055 of code )-transfers for charitable U8es 

Subsection (a) strikes out a reference to "Territory", since there 
are no longer any Territories. 

Subsection (b) strikes out subsection (b) (2) which has limited 
application and is no longer needed. 

Subsection (c) strikes out several cross references which are no 
longer applicable and updates the remaining cross references. 
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Sec. 407 (amend8 8ec. 2106 of code )-t(JJJ]able e8tate 
Subsection (a) strikes out an obsolete reference to "Territory." 
Subsection (b) strikes out several cross references which are no 

longer applicable. 
Subsection (c) strikes out a provision that excludes from the taxable 

estate obligations issued by the United States before March 1, 1941, if 
held by a decedent who was not engaged in business in the United 
States at the time of his death. It is believed that no obligations issued 
by the United States before March 1, 1941, are still outstanding. 
Sec. 408 (amends secs. ~107 and 2108 of code)-estate taw on ewpatri. 

ates and application of pre-1967 e8tate taw provisions 
These amendments substitute "November 13, 1966" for "the date of 

enactment of this section" as the effective date of these provisions. 
Sec. 409 (repeals sec. ~2013 of code )-missionaries in foreign service 

This section is repealeJd, since the need for a Elpecial provision appears 
to have been eliminated by the Foreign Investors Tax Act of 1966, 
'which increased the estate tax exemption of nonresidents from $2,000 
to $30,000. 
Sec. 410 (amends sec. ~1304 of code)-discharge of ewecutor from per

sonalliability 
This amendment corrects a typographical error in the Excise, 

Estate, and Gift Tax Adjustment Act of 1970. 
Sec. 411-effective date of estate taw amendments 

This provision provides that the amendments to the estate tax pro
visions of the code made by this bill are to be applicable to estates of 
decedents dying after the date of enactment except that the amend
ment made by section 410 is to apply to estates of decedents dying 
after December 31,1970. 

Chapter 12. Gift tax 
Sec. 415 (amends sec. 2501 of oode)-imposition of gift t(JJJ] 

This amendment strikes out an internal effective date that is no 
longer needed. 
Sec. 416 (amends seo. 2517 of code)-certain annuities under qualified 

plans 
This amendment is a clerical amendment to improve the readability 

of a reference to section 170 (b) (1) (A) (ii) . 
Sec. 417 (amends sec. ~5~~ of code)-charitable and similar gifts 

Subsection (a) of this amendment strikes out obsolete references to 
Territory. 

Subsection (b) of this amendment strikes out several cross refer
ences which are no longer applicable. 
Sec. 418-effective date of gift taw amendments 

This provision provides that the amendments to the gift tax provi
sions of the code made by this bill are to be applicable with respect to 
gifts made during the calendar year 1972 and subsequent calendar 
years. 
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Sec. 419-clerical amendments 
Subsection (a) strikes out the term "Territory," since there are no 

longer any Territories, in those sections of the estate and gift tax 
subtitle which are not otherwise amended by this bill. 

Subsection (b) strikes out the words "or his delegate", since the 
definition of "Secretary" is amended by sec. 726 of the bill to include his 
delegates. 

Subsection (c) makes a clerical amendment to a table of sections. 

TITLE III OF BILL: AMENDMENTS OF SUBTITLE C 
(EMPLOYMENT TAXES) 

Chapter 21. Federal insurance contributions act 

Sec.4S1 (amends secs. 3101 and 3111 of code)-rate of taw 
Subsection (a) strikes the pre-1971 employment tax rates on em

ployees and employers since these rates are not applicable for the 
future. 

Subsection (b) strikes the pre-1972 tax rates for the tax on em
ployees and employers for hospital insurance for the same reason. 

Sec. 432 (repeals sec. 3113 of oode)-District of Oolumbia credit un,ions 
This section repeals a provision relating to credit unions chartered 

under the act of June 23, 1932. District of Columbia credit unions 
are now Federal credit unions and, as such, are covered by section 
3121(b) (6) (B) (ii). 

Sec. 433 (amends sec. 3121 of code )-definitions 
Subsection (a) strikes the reference to the Internal Revenue Code of 

1939 since it is no longer needed. 
Subsection (b) strikes an internal effective date provision which is 

no longer needed. 
Subsection (c) changes a reference to the Secretary of the Treasury 

to a reference to the Secretary of Transportation. 
Subsection (d) strikes out provisions applicable to prior years. 
Subsection (e) strikes an internal effective date which is no longer 

needed. 
Subsection (f) strikes an internal effective date which is no longer 

needed. 

Sec. 434 (amends sec. 31f2B of code )-Federalservice 
This amendment changes references to the Secretary of the Treasury 

to a reference to the Secretary of Transportation, since the Coast 
Guard is now a part of the Department of Transportation. 

Chapter 22. Railroad retirement tax act 
Sec. 440 (amends sec. 3201 of code )-rate of taw on employees 

This section removes references to prior rates of the employment 
tax on railroad employees, since they are no longer applicwhle. 

Sec. 441 (amends sec. 3202 of code)-deduction of taw from compensa
tion 

Subsection (a) strikes internal effective dates (September 30, 19(5) 
and references to the Internal Revenue Code, which are not needed. 
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Subsecti0'n (b) makes a clarifying change in language with respect 
t0' indemnificati0'n 0'f an empl0'yer. 
Sec.449? (amends sec. 39?11 of code)-rate of tax on employee repre

sentatives 
This secti0'n removes references to prior rates of the employment 

tax on railroad empl0'yee representatives, since they are n0' l0'nger 
applicable. 

Sec. 443 (amends sec. 39?9?1 of code )-rate of taw on employers 
Subsection (a) removes references to prior rates of the employment 

tax on railroad empl0'yers, since they are no longer applicaJble. 
Subsection (b) removes internal effective dates with respect t0' the 

increases in the empl0'yment tax 0'n railr0'ad empl0'yers as no longer 
needed. 

Subsecti0'n (c) replaces reference t0' the w0'rds "Secretary of the 
Treasury" with the w0'rd "Secretary." 

Subsection (d) deletes references to rates applicable before April 1, 
1970. 

Chapter 23. Federal unemployment tax act 
Sec. 450 (amends S6C. 3309? of code)-credits against tax 

Subsecti0'n (a) strikes out a transiti0'nal provisi0'n relating to limita
tion on credits against the unemployment tax where a State has not yet 
repaid an advance under certain prior laws. This provision is no longer 
applicable, since all the States have repaid the advances made under 
these laws. 

Subsecti0'n (b) strikes an internal effective date which is n0' longer 
needed, and makes a clerical amendment as a result of the change 
made in subsection (a). 

Subsection (c) makes a clerical amendment by striking a cross 
reference t0' a 1958 statute that is no longer applicable. 
Sec. 451 (amends sec. 3305 of code)-applicability of State law 

Subsecti0'n (a) strikes an internal effective date which is n0' longer 
needed. 

Subsection (b) strikes an internal effective date which is no longer 
needed. 
Sec.459? (amends sec. 3306 of code )-definitions 

Subsection (a) strikes out an unnecessary citation. reference. 
Subsection (b) inserts a reference to the United States Code. 
Subsection (c) strikes out an unnecessary citation reference. 

Chapter 24. Collection of income tax at source on wages 
Sec. 455 (amends sec. 3409? of code)-income tax collected at source 

Subsection (a) strikes withholding tax tables applicable t0' 1970 and 
1971. 

Subsection (b) makes clerical changes as a result 0'f subsection (a). 
Subsection (c) updates the effective date (relating t0' wage bracket 

withholding) , and makes clerical changes as a result of subsecti0'n (a). 
Subsection (d) changes a reference to conform to the amendment of 

section 2 by the Tax Reform Act of 1969. 
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Sec. 456-clerical amendments 
Subsection (a) strikes out the term "Territory," since there are. no 

longer any territories, in those sections of the employment tax subtItle 
which are not otherwise amended by this bill. 

Subsection (b) strikes out the words "or his delegate" si~ce the 
definition of "Secretary" is amended by sec. 726 of the bill to Include 
his delegates. 

Subsection (c) replaces "Secretary" with "Secretary of the Treas
ury" in sections 3303, 3304, 3305, and 3310. 

Subsection (d) strikes the reference to section 3113 in the table of 
sect.ions for subchapter B of chapter 21 since section 3113 is repealed 
by sec. 432 of the bill. 
Sec. 457-effective date of employment tam amendments 

The amendments made by Title III of the bill are applicable to 
wages paid after December 31, 1971, except that the amendments to 
chapter 22 (Railroad Retirement Tax Act) are applicable to compen
sation for services rendered after December 31, 1971. 

TITLE IV ,oF BILL: AMENDMENTS ,oF SUB~ITLE D 
(MISCELLANEOUS EXCISE TAXES) 

Chapter 31. Retailers excise taxes 
Sec. 501 (amends cn. 31 of code)-special fuel8 

Subsection (a) changes the tit.le of chapter 31 from "Retailers 
Excise Taxes" to "Special Fuels" and strikes out obsolete tables of 
sub chapters, etc., since the whole chapter will now have only one 
section. 

Subsection (b) incorporates into section 4041 (g) the substance of 
existing sections 4055 (also removes reference to Territory), 4056, and 
4057, which are repealed by sec. 401 ( d). 

Subsect.ion (c) adds section 4041 (i), which incorporates the sub
stance of existing section 4054

1 
which is repealed by sec. 401 ( d). 

Subsection (d) repeals sectIOns 4042 (cross reference) ,4054 (moved 
to section 4041 (i) ) ,4055 (moved to section 4041 (g) (2) ) ,4056 (moved 
to section 4041 (g) (3) ) ,4057 (moved to section 4041 (g) (4) ), and 4058 
( cross references) . 

Chapter 32. Manufacturers excise taxes 
Sec. 5013 (amends sec. 4217 of code)-lease8 

This amendment strikes out a transition rule for leases entered into 
before January 1, 1959, where the leases are treated as sales subject 
to manufacturers excise taxes. 

Sec. 503 (repeals 8ec. 4225 of code)-a1'twle8 manufactured by Indians 
This provision repeals manufacturers excise tax exemption for 

articles of native Indian handicraft manufactured or produced by 
Indians. Of the 17 sections imposing manuf,acturers excise taxes in 
the 1932 Revenue Act (when this exemption for Indians was added 
on the Senate floor), 12 have been entirely repealed (including furs. 
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and jewelry). 'Dhe rema,ining 5 sections are inapplicable to "native 
Indian handicra,ft", with the remotely poss~ble exception of fishing 
rods, taxed under sootion 4161. 
Sec. 504 (repeals sec. 4'12'126 of code)-floor stocks tames 

This provision repeals floor stock tax provisions relating to speci
fied items held in dealers' stocks on various past dates, the most recent 
of which is tires and tubes held by manufacturers' retail outlets on 
October 1, 1966. 

Chapter 33. Facilities and services 
Sec. 505 (amends sec. 4'1253 of code )-ememptions from the tam on com

munications services 
This amendment transfers the exemptions from the tax on commu

nications services provided by section 4292 for State and local govern
ments and section 4294 for nonprofit educational organizations to the 
section devoted to exemptions from this tax. Sec. 507 of the bill repeals 
sections 4292 and 4294. 
Sec. 506 (amends sec. 4'1261 and 4'/271 of code )-tames on transportation 

by air 
These amendments strike out internal effective dates (June 30, 

1970) which are no longer needed. 
Sec. 507 (repeals secs. 4'129'12 and 4'/294 of code)-ememptions from the 

tam on c01n11?JUnications services 
This amendment repeals the provisions relating to the exemptions 

from the tax on communications services for State and local govern
ments and nonprofit educational organizations. These provisions have 
been transferred (sec. 505 of the bill) to section 4253, which is devoted 
to exemptions from this tax. 

Chapter 34. Documentary stamp taxes 
Sec. 508 (amends ch. 34 of code)-policies issued by foreign insurers 

Subsection (a) changes the title of chapter 38 from "Documen
tary Stamp Taxes" to "Policies Issued by Foreign Insurers", strikes 
out obsolete tables of subchapters, etc., and revises the remaining 
provisions. 

New section 4371 conforms present section 4371 to the fact that 
the tax imposed thereby is now paid by return and not by stamp. 

New section 4372 (a) corresponds to present section 4372 (a) and pre
sent section 4382 (a) (1) . 

The remainder of new section 4372 and all of new section 4273 are 
con£ormed to use the word "chapter" instead of "subchapter" and to 
strike out "Territory." 

New section 4374 corresponds to present section 4384, and is changed 
to reflect pavment by returns rather than stamps. 

Present sections 4374,4375,4382, and 4383 are repealed to reflect the 
change from stamps to returns and to reflect the 1965 repeals of other 
documentary stamp taxes. 

Subsection (b) conforms a section 7270 reference to section 4374, to 
reflect payment by returns rather than stamps. 
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Chapter 36. Certain other excise taxes 
Sec. 509 (amend8 8ec. 4493 of code)-certain per80n8 engaged in for

eign air commerce 
This amendment strikes out an internal effective date (July 1, 

1970) which is no longer needed. The amendment also strikes out the 
transition rule for July 1, 1970 through June 30, 1971, but provides 
a special effective date of July 1, 1971, in the bill for this transition 
rule deletion. 

Chapter 37. Sugar, coconut and palm oil 
Sec. 520 (amend8 ch. 37 of code)-8Ugar, cooonut and palm oil 

This amendment chano-es the title of chapter 37 from "Sugar, Coco
nut and Palm Oil" to "Sugar" and strikes out obsolete tables of sub
ohapters, etc. 

Chapter 38. Import taxes 
Sec. 521 (repeaZ8 8eC8. 4591 to 4597 of code)-import tames 

This provision strikes out provisions relating to taxes on imported 
oleomargarine. Requirements as to wholesomeness and purity are en
forced by the Food and Drug Administration outside the requirements 
of the Code. No taxes are collected under these provisions. At present, 
they serve no internal revenue purpose. Since the other subchapters 
of this chapter were repealed in 1962, the entire chapter is repealed. 

Chapter 39. Regulatory taxes 
Sections 522 and 523 of the bill repeal subchapters B, C, D, and E 

of ohapter 39. The other subchapters were repealed in 1970 (subchap
ter A) and 1963 (subchapter F) . 
Sec. 522 (amends ch. 39 of code)-reguZatory tawe8 

Subsection (a) repeals provisions relating to taxes on white phos
phorus matches. The Food and Drug Administration has stated that 
any act taxable under these provisions is illegal under other provisions 
of Federal law and that these provisions are not needed for effeective 
enforcement. No tax is collected under these provisions. 

Subsection (b) repeals provisions relating to taxes on adulterated 
butter and filled cheese. Requirements as to wholesomeness and purity 
of these products are enforced by the Food and Drug Administra
tion outside the provisions of the Code. No taxes are collected as to 
adulterated butter; the filled cheese tax collections have ranged in re
cent years between $2,000 and $5,000 per year. These taxes date from 
~he 1890's, when they served the dual functions of restricting trade 
III these items and insuring purity (e.g., restricting the use of rancid 
bu~ter). At p~esent, they serve no internal revenue purpose. Appro
pnate regulatIOn of commerce can be accomplished in other proviSIOns 
of law. 

Subsection (c) repeals provisions relating to circulation of other 
than national banks. The Comptroller of the Currency has stated 
that ~I.1y act taxable under these provisions is also illegal under other 
provl~lons of Federal law and that these provisions are not needed for 
effectIve enforcement. No tax is collected under these provisions. 
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Sec. 523-cvttvn futures 
This amendment repeals provisions taxing cotton futures contracts. 

These provisions impos~ prohibitory taxes upon cotton futures con
tracts which do not meet the requirements set forth in these provisions 
and in related Department of Agriculture regulations. No tax is collect
ed under these provisions. These code provisIOns provide the necessary 
authority to regulate the cotton futures market. The bill reenacts these 
provisions (providing appropriate penalties), which results in trans
ferring the law on this subject out of the Internal Revenue Code. See 
legislative findings in title 7 of the United States Code at sections 5, 6a 
(first sentence), and 2101 (second and third sentences). The material 
in this section has been reviewed by the Department of Agriculture, 
the New York Cotton Exchange, and the staff of the Committee on 
Agriculture of the House of Representatives. 

Chapter 40. General provisions relating to occupational taxes 
Sec. 524 (amends sec. 4901 vf cvde)-payment vf vccupativnal tames 

This amendment strikes out an occupational tax stamp provision 
since all the taxes to which that provision applies are now being paid 
by returns rather than stamps. 
Sec~ 525 (amends sec. 4905 vf cvde)-registratwn 

This amendment conforms a cross reference to repeal of the white 
phosphorus match provisions. 

Chapter 41. Interest equalization tax 
Sec. 526 (amends sec. 4911 vf cvde)-interest equalizativn tam 

This amendment strikes out two provisions relevant to 1967 that 
can no longer apply. 
Sec. 527 (amends sec. 4914 vf code)-emcluded acquisitivns 

Subsection (a) changes a cross reference from section 151 ( e) (4) 
to section 170(b) (1)(A) (ii) to consolidate in one section the defini
tion of "educational organization." 

Subsections (b) and (c) substitute specific dates (October 2, 1964, 
and October 9, 1965) for re.ferences to dates of enactment. 
Sec. 528 (amends sec. 4917 vf cvde)-emclusivns required fvr interna

tivnal mvnetary stability 
This amendment strikes out transition rules relating to 1963-1965. 

Chapter 42. Private foundations 
Sec. 529 (amends sees. 4941 and 4945 vf cvde)-grants tv gvvernment 

vfficials and tv indilViduals 
This amendment changes cross references from section 151 ( e) (4) 

to section 170(b) (1) (A) (ii) to consolidate in one section the defillltion 
of "educational organization." 
Sec. 530-clerical amendments 

This amendment strikes out the term "Territory," since there are no 
longer any Territories, in those sections of the miscellaneous excise tax 
subtitle which are not otherwise amended by this bill. The amendment 
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also strikes out the words "or his delegate," since the definition of 
"Secretary" is amended by sec. 726 of the bill to include his delegllites. 
The amendment also makes other clerical changes. 
Sec. 531-effective date of miscellaneous emcise tam amendments 

This provision provides that the amendments of subtitle D (sees. 
501-530 of the bill) are to take effect on the first day of the first month 
which begins more than 90 days after the date of enactment. 

TITLE V OF BILL: AMENDMENTS OF SUBTITLE E 
(ALCOHOL, TOBACCO, AND CERTAIN OTHER EXCISE 
TAXES) 

Chapter 51. Distilled spirits, wines, and beer 
Subchapter A. Gallonage Taxes 

Sec. 541 (amew sec. 5005 of code )-personsliable for tam on distilled 
spirits 

This amendment strikes out internal effective dates (July 1, 1959) 
which are no longer needed. 
Sec. 5412 (amends sec. 5007 of code)-oollection of tam on distilled 

spirits 
This amendment strikes out a sentence, the substance of which is 

then inserted by sec. 548 ( c) of the bill as new section 5061 (c). 
Sec. 543 (amends sec. 5008 of code )-abatement, etc. 

This amendment strikes out an internal effective date. 
Sec. 544 (amends sec. 50125 of code)-ememption from rectification tam 

This amendment permits stabilization without payment of verifica
tion tax preparatory to export as well as preparatory to bottling, 
a relaxation of a restriction no longer needed. 
Sec. 545 (amends sec. 50126 of code) -determination and collection 

of rectifioa,tion tam 
This amendment conforms section 5026 (b) to the revised language 

of section 5061 (b). 

Sec. 546 (amends sec. 5043 of code)-oollection of tam on wines 
This amendment conforms section 5043 (b) to the revised language 

of section 5061(b). 

Sec. 547 (a.mends sec. 5054 of code)-determination and colleotion of 
tam on beer 

This section strikes out an unused beer stamp provision. 
Sec. 548 (amends sec. 5061 of code)-m.ethod of collecting tam 

Subsection (a) strikes out an obsolete stamp t'ax requirement (the 
taxes to which it applies are all paid by return) . 

Subsection (b) strikes out authority to use stamps, coupons, tickets, 
machines, etc., as alternate methods of collecting lalcohol taxes since 
those methods ha,ve neither been implemented nor are to be imple
mented. Taxable items which are illegally produced or used will be 
subject to the rules for taxes payable by return but for which no return 
has been filed. 
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Subsection (c) strikes out a provision which is no longer needed, 
because it applied only to the unusual methods of collection stricken 
from the statute by subsection (b). In its place, there is substituted 
language making it clear that the internal revenue taxes are generally 
imposed in addition to customs duties. This replaces language in other 
parts of subtitle E (see secs. 542 and 585 of the bill) and conforms 
to the Tariff Schedules. 

Subsection (d) strikes out a cross reference which is already obsolete 
in fact and which this bill makes obsolete in law. 
Sec. 549 (repeals 8ec. 5104 of code)--methodof payment of tam on8tiU8 

This provision repeals existing provisions that taxes on stills be 
paid by stamp; the taxes are now paid by return, with stamps used only 
as receipts or evidence of payment. 
Sec. 550 (amends 8ec. 5105 of code)-notice of m.anufactu.re of and 

permit to 8et up 8till 
This amendment conforms a cross reference to an amendment of 

section 5601 (b) by sec. 575 of the bill. 
S(x;.551 (amend8 8ec. 5111 of code)-taw on whole8ale dealer8 

This amendment strikes out a sentence describing the Commission
er's authority to issue special stamps to wholesale liquor dealers; the 
provision is little used and the Commissioner has the necessary au
thority without this sentence. A similar change is made in section 
5121 by sec. 554 of the bill. (See sec. 558 of the bill.) 
Sec. 552 (amend8 8ec. 5113 of code)-ewemption8 

This amendment conforms provisions relating to distilled spirits 
retailers with the provisions relating to wine and beer retailers. 
Sec. 553 (amend8 8ec. 5117 of code)-pohibited purchase8 by dealer8 

These amendments conform provisions relating to distilled spirits 
retailers with the provisions relating to wine and beer retailers. 
Sec. 554 amends sec. 5121 of code)-taw on retail dealers 

These amendments remove obsolete stamp provisions (similar to 
those removed by sec. 551 of the bill, see sec. 558 of the bill) and con
forms provisions relating to distilled spirits retailers with the pro
visions relating to wine and beer retailers. 
Sec. 555 (amemd8 8ec. 5122 of code )-definition8 

This amendment conforms provisions relating to distilled spirits 
retailers with the provisions relating to wine and beer retailers. 
Sec. 556 (amends sec. 5131 of code)-eligibility for drawback 

This amendment removes obsolete and redundant language and 
places all taxpaid distilled spirits on the same footing with regard to 
tax drawback for nonbeverage use. 
Sec. 557 (amends sec. 5142 of code)-payment 01 oceupational tawes 

This amendment repeals existing provisions that occupational taxes 
be paid by stamp; the taxes are now paid by return, with stamps used 
only as receipts or evidence of payment. 
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Sec. 558 (repeals sec. 51.44 of code)-supply of stamps 
This provision repeals a provision regarding the Commissioner's au

thority to issue special stamps for occupational taxes; the Commis
sioner has the necessary authority without this section. (See sees. 551 
and 554 of the bill.) 

Subchapter B. Qualification requirements for distilled 
spirits plants 

Sec. 565 (amends sec. 5171 of code)-establUshment of di~tilled spirits 
pla11is 

This amendment strikes out a June 30, 1959, transitory provision. 
Sec. 566 (amends sec. 5174 of code) -'Withdrawal bonds, 

This amendment clarifies an internal cross reference ("such spirits") 
so that the same payment procedures apply to distilled spirits bottled 
in bond and distilled spirits, bottled in bottling premises. 
Sec. 567 (amends sec. 5177 of code )-ero~ references 

This amendment strikes out incorrect cross reference., 
Sec. 568 (amends sec. 5179 of code )~egUstration of still~ 

This amendment strikes out a cross reference to a provision to be' 
stricken from the Code by sec. 575 of the bilL 

Subchapter C. Operation of distilled spirits plapts 
Sec. 569 (amends sec. 5222 of code)-distilling materials 

This amendment strikes out cross references to provisions to be 
stricken from the Code by sec. 575 of the bm. 
Sec. 570 (amends sec. 5234 of eode)-mingling and blending of dis

tilled spirits 
This amendment conforms the time limit for mingling of distilled 

spirits with the time limit in section 5006 ( a) (2) for storing distilled 
spirits in bond. The latter limit had been raised from 8 years to 20 
years in 1958. 

Subchapter E. General provisions regarding distilled 
spirits 

Sec. 571 (amends sec. 5314 of code)-application of certain provUsiow 
to Puerto Rico 

This amendment corrects an erroneous cross reference. 
Sec. 572 (repeals sec. 5315 of code)-status of certain dUstilled spirits 

on July 1, 1959 
This provision repeals a July 1, 1959, transitional provision. 

Subchapter F. Bonded and tax paid wine premises 
Sec. 5'73 (amends sec. 5368 of code)-gauging, marking, and stamping 

This amendment removes references to stamps, since the section ap
plies only to wines and stamps are not used for wines. 
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Subchapter H. Miscellaneous plants and warehouses 

Beo. 574 (amend8 8eo. 5505 of oode)-applioability of povi8ion8 of 
ohapte1' 51 

This amendment strikes out a cross reference to a provision to be 
stricken from the Code by sec. 575 of the bill. 

Subchapter J. Penalties, seizures, and forfeitures relating 
to liquors 

Sec. 575 (amend8 8eo. 5601 of code)-o1'iminal penaltie8 
This amendment strikes out paragraphs (1), (3), and (4) of 

present section 5601 (b)-presumptions which either have been speci
fically declared to be unconst~tutJional or which the Internal Revenue 
Service believes to be unconstitutional. 
Sec. 576 (amend8 8eo. 5662 of oode)-penalty fo1' alteTation of wine 

label8 
This amendment removes references to stamps, since stamps section 

applies only to wines and st.amps are not used for wines. 
Sec. 577 (repeal8 seo. 5676 of oode)-penaltie8relating to beeT 8tamp8 

This provision repeals a section providing penal,ties for violation of 
beer stamp provisions, since stamps are not used for beer. 
Sec. 578 (amend8 8eo. 5685 of oode)-penaUy f01' posses8ion of certain 

devioes 
This amendment strikes out "Territory or" and conforms cross 

references and a definition to changes in chapter 53 made by the Gun 
Control Act of 1968. 
Sec. 579 (repeal8 seo. 5689 of oode)-tampering with 8tamp machine8 

This provision repeals section dealing with stamp machines, which 
are not used and authority for which is stricken by sec. 548 of the bill. 
Chapter 52. Tobacco, cigars, cigarettes, and cigarette papers and 

tubes 
Sec. 585 (amends 8ec. 5701 of oode)--rate of taw on tobacoo produot8 

This amendment conforms language relating to tobacco tax to lan
guage relating to alcohol tax in new section 506 ( c) as amended by 
sec. 548 of the bill. 
Sec. 586 (amend8 sec. 5703 of oode)~liability for taw and method of 

payment 
Subsection (a) conforms language relating to tobacco tax to admin

istrative practice and to statutory language relating to wines and dis
tilJed spirits. 

Subsections (b) and (c) strike out obsolete tobacco tax stamp 
provisions. 

Sec. 587 (amend8 sec. 5704 of oode)-ewemptions 
This amendment relaxes an unneeded restriction by permitting 

proprietors of export warehouses to import cigarettes, etc., in bond 
directly, rather than through a manufacturer, as is required by pres
ent law. 
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Sec. 588 (amends sec. 57113 of code)-application for permit 
This amendment strikes out a September 2, 1958, transitional pro

vision. 

Sec. 589 (amends sec. 57138 of code)-packages, marks, labels, notices, 
and stamps 

This amendment strikes out obsolete tobacco tax st,amp provisions. 
and makes a conforming change in the heading of the section. 

Sec. 590 (amends sec. 5751 of code)-prohibited activities 
This amendment strikes out obsolete tobacco tax stamp provisions. 

Sec. 591 (amends sec. 57513 of code)-restrictions on marks, etc. 
This amendment strikes out obsolete tobacco tax stamp provisions. 

Sec. 592 (amends sec. 5762 of code )-criminal penalties 
This amendment strikes out obsolete tobacco tax stamp provisions. 

Sec. 598 (amends sec. 5768 of code) -forfeitures 
This amendment strikes out obsolete tobacco tax stamp provisions. 

Sec. 594-clerical amendments 
This amendment strikes out the term "Territory," since there are no 

longer any territories, in th()se sections of the alc()hol, tobacco and fire
arms tax subtitle which are not otherwise amended by this bill. The 
amendment also strikes out the words "or his delegate" since the defini
tion of "Secreta,ry" is amended by sec. 726 of the bill to include his 
delegates. The amendment also makes other clerical changes. 

Sec. 595-effective date, alcohol, tobacco, and certain other excise tax 
amendments 

This provision provides that the amendments of subtitle E (secs. 
541-594 of the bill) are to take effect on the first day of the first month 
which begins more than 90 days after the date of enactment. 

TITLE VI OF BILL: AMENDMENTS OF SUBTITLE F 
(PROCEDURE AND ADMINlSTR~TION) 

Chapter61~ Information and returns 
Sec. 601 (amends sec. 6013 of code )-joint retu'r/UJ 

These amendments are clerical, such as the one which deals with the 
new name of the Tax Court. 

Sec. 602 (amends sec. 6015 of code )-estimated tax 
This amendment strikes out an obsolete effective date provision. 

Sec. 608 (amends sec. 6046 of code)-information as to organization 
of foreign corporation 

This amendment eliminates special rules applicable to liabilities 
arising during the first 5 months of 1963. 

Sec. 604 (amends sec. 6049 of code )-returns as to payments of interest 
This amendment conforms to a cross reference to changes made by 

sec. 121 of the bill, revising section 103 of the Code. 
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Sec. 605 (amends sec. 6065 of code)~erification of returns 
This amendment eliminates the authority to require returns, etc., to 

be verified by oaths, rather than under penalty of perjury. That au
thority is not now used and is not expected to be used. 

Sec. 606 (amends sec. 6072 of code) -time for filing income taw 
returns 

This amendment Sltrikes out references to China Trade Act Cor
porations. See sec. 285 of the bill. 

Sec. 607 (amends sec. 6091 of code)-pZace for filing returns 
This amendment strikes out a reference to China Trade Act Corpora

tions. See sec. 285 of the bill. 
Sec. 608 (repeals sec. 6096 of code)-presidential election campaign 

fund 
This amendment strikes out provisions relating to payments to 

the Presidential Election Campaign Fund. This Code provision never 
became effective. 

Sec. 609 (amends sec. 6103 of code)-publicity of returns 
These amendments strike out a reference to coconut and palm oil 

taxes (repealed in 1962) and make use of the shortened name of the 
Joint Committee (see sec. 741 of the bill) . 

Sec. 610 (repeals sec. 6105 of code)-oompilation of data t01' certa:in 
ewcess profits taw cases 

This amendment strikes out a provision for compilation of data for 
excess profits tax cases under section 722 of the 1939 Code. 

Sec. 611 (amends sea. 6110 of code)-cross references 
This is a clerical amendment to strike out cross references relating to 

cotton futures (see sec. 523 of the bill) and to narcotics provisions 
repealed by the Comprehensive Drug Abuse Prevention and Control 
Act of 1970. 

Chapter 62. Time and place for paying tax 
Sea. 620 (amends sec. 6152 of code) -installment payments 

This amendment strikes out a special rule for taxable years ending 
before December 31, 1954. 

Sea. 621 (amends sea. 6154 of oode)-installment payments of e8ti
mated taw by corporations 

These amendmenlts strike out various rules applicable to the years 
1968,1969,1970, and 1971. 

Sec. 622 (amends sec. 6157 of code)-payment of federal unemploy
ment taw on quarterly or other time period basis 

The amendment strikes out special rules for years 1970 and 1971. 
Sea. 623 (;epeals SM. 6162.of oode)-payment of taw on liquidation of 

certa~n personal hold~ng companies 
This amendment strikes the section which dealt with the time for 

payment of tax on gain on liquidation before 1956 of certain personal 
holding companies. 
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Sec.6fJ4 (amends sec. 6166 of code)-extension of time for payment of 
estate tam 

Subsection (a) eliminates a 1958 effective date provision. 
~ubsection (b) strikes out a special provision relating to a taxable 

year ending before 1960. 

Chapter 63. Assessment 
Sec. 630 (amends sec. 6205 of code)-certain employment tames 

This is a clerical amendment dealing with the title of the Commis
sioner of the District of Columbia. 
Sec. 631 (amends sec. 6207 of code)-cross references 

This amendment strikes out a cross reference to provisions repealed 
in 1962. 

Sec. 632 (amends sec. 6211 of code )-definition of a deficiency 
This amendment makes a clarifying change to conform to the pro

visions of the Tax Reform Act of 1969. 

Sec. 633 (amends sec. 6212 of code)-notice of deficiency 
This amendment strikes out a cross reference to the section dealing 

with war loss recoveries (deleted by sec. 354 of the bill). 
Sec. 634 (amends sec. 6213 of code )-----"f'estrictions on deficiencies,. peti

tion to Tam Oo'urt 
These are clerical amendments to make use of the definition of the 

term "United States" and to correct an erroneous cross reference. 
Chapter 64. Collection 
Sec. 640 (amends sec. 6302 of code)-collection of certain excise taxes 

This is a clerical amendment to strike out references to certain 
obsolete provisions dealing with the taxes on coconut and palm oil 
(repealed in 1962) and on narcotics (repealed in 1970). 

Sec. 641 (repeals sec. 6304 of code)-collection under Tariff Act 
This amendment repeals a cross reference to provisions repealed in 

1962. 

Chapter 65. Abatements, credits and refunds 
Sec. 645 (amends sec. 6405 of code)-reports of refunds and creditF! 

This is a clerical amendment relating to the shortened title of the 
Joint Committee (see sec. 741 of the bill). 
Sec. 646 (amends sec. 6413 of code)-certain employment tames 

Subsections (a) and (d) are clerica,} amendments relating to the 
title of the Commissioner of the District of Columbia. 

Subsections (b) and (c) are clerical amendments to reflect the so
cial security ceiling of $9,000 on wages and to strike out internal effec
tive date proyisions and special rules applicable to 1951-1971. 

Subsection (e) strikes out an internal effective date (1967). 

Sec. 647 (arrnends sec. 6416 of code )-certain tames on sales and services 
Subsection (a) is a clerical amendment to strike out a reference 

to retailers excise taxes. . 
Subsection (b) is a clerical amendment to eliminate references to 

various provisions dealing with past treatment of retailers taxes on 
fuels. 
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Subsection (c) is a clerical amendment to modify a reference,to a 
provision revised by sec. 501 of the bill). 
Sec. 648 (repeals 8ec. 6417 01 code)-coconut and palm oil 

This amendment strikes out a section relating to the· former tax 
on coconut and palm oil, repealed in 1962 . 

. Sec. 649 (amend8 8ec. 64130 of code )-gasoline u8ed on farms 
Subsection (a) deletes obsolete provisions concerning claims for re

fund of gasoline tax for periods before 1965. 
Subsection (b) conforms the section to an amendment made by sec. 

647 of the bill. 
Subsection (c) corrects a 1956 typographical error. 
Subsections (d) and (e) eliminate obsolete effective date provisions. 

Sec. 650 (amend8 8ec. 64131 of code)-gasoline used for nonhiglvway 
purp08e8 or by local transit 8Y8tem8 

Subsection (a) eliminates an internal effective date (June 30, 1970). 
Subsection (b) eliminates obsolete provisions concerning claims for 

refund of gasoline tax for periods prior to 1965. 
Subsection (c) strikes out an internal effective date (J une30, 19(5). 
Subsection (d) strikes out iln internal effective date ( June 30, 19(5). 

Sec. 651 (amend8 8ec. 641313 of code)-cr088 reference8 
This amendment strikes out a cross reference to a provision repealed 

by sec. 353 of the bill. 
Sec. 6513 (amend8 8ec. 64133 of code)-credit or refund of alcohol and 

tobacco tames 
These amendments delete internal effective dates (April 30, 1958, 

April 30, 1959, and June 15, 1957). 
Sec. 653 (amend8 8ec. 6424 of code)-lubricating oil 

Subsection (a) eliminates a transition rule for taxable years begin
ning in 1966. 

Subsection (b) strikes out an internal effective date (December 31, 
19(5). 

Sec. 654 (amend8 sec. 64137 of code)-fuel8 not used for tamable pur
p08e8 

This amendment strikes out an internal effective date (June 30, 
1970). 
Chapter 66. Limitations 
Sec. 660 (amend8 8ec. 6503 of code)-8U8pension of running of period 

of limitation 
This amendment strikes out a provision relating to certain powers 

of appointment (repealed in sec. 406) and also makes 'a conforming 
change. 
Sec. 661 (a;mends 8ec. 6504 of code)-cr088 reference8 

These amendments strike out cross reference to various provisions 
which are repealed by secs. 353, 354, and 357 of the bill. 
Sec. 662 (amend8 8ec. 6511 of code)-limitations on credit or J'efund 

These amendments strike out internal effective date provisions 
(September 1, 1959,and December 31, 19(5). 
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Sec. 633 (amend8 8ec. 6515 of cOde)-(J1'088 reference8 
These amendments strike out cross references to other provisions 

which are repealed by sees. 353 and 3M of the bill. 
Chapter 67. Interest 
Sec. 670 (amends 8ec. 6601 of code)-interest on underpayment8 

This amendment strikes out an obsolete reference to a provision of 
the 1939 Code, relating to interest on estimated tax payments. 
Chapter 68. Additions to the tax, additional amounts, and as

sessable penalties 
Sec. 671 (amends sec. 6654 of code)-failure by itndividual to pay e8ti

mated tax 
Subsection (a) is a clerical amendment relating to self-employment 

income to reflect the post-1971 ceiling of $9,000 on taxable wages for 
social security purposes. 

Subsection (b) strikes out an internal effective date (December 31, 
1954). 

Sec. 672 (amend8 8ec. 6655 of code)-failure by corporation to pay e8ti
mated tax 

These amendments strike out obsolete effective date provisions and 
transitional rules relating to 1968-1971. 
Chapter 69. General provisions relating to stamps 
Sec. {]73 (amend8 8eC8. 6802 and 6803 of code)-di8t1'ibution and ac

counting for 8tamp8 
Subsection (a) is a clerical amendment to section 6802, substituting 

a period for a semicolon. 
Subsections (b) and (c) amend section 6803 to strike out erroneous 

references to a paragraph of section 6802. 
Sec. 674 (amend8 8ec. 6808 of code)-cr088 reference8 

This amendment strikes out cross references to several provisions 
repealed by secs. 521, 522, and 523 of the bill and by the Comprehensive 
Drug Abuse Prevention and Control Act of 1970. 
Chapter 70. Jeopardy, bankruptcy and receiverships 
Sec. 675 (amend8 8ec. 6868 of code)-jeopardy aS8e88ment8 

This amendment strikes out an internal effective date ( January 1, 
1955) . 

Chapter 72. Licensing and registration 
Sec. 680 (amend8 8ec. 7012 of code )-cr088 reference8 

This amendment strikes out a cross reference to the tax on white 
phosphorus matches (repealed by sec. 522 of the bill). 
Chapter 73. Bonds 
Sec. 681 (amend8 8ec. '7108 of code )-c1'088 reference8 

This amendment strikes out cross references to taxes on coconut and 
palm oil, oleomargarine, adulterated butter, filled cheese, and white 
phosphorus matches (repealed by sees. 521 and 522 of the bill and by 
legislation enacted in 1962). 
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Chapter 75. Crimes, other offenses, and forfeitures 
Sec. 685 (repeals 8ec. 7233 of code)-fail!ure to pay tam on cotton 

future8 
This repeals a section dealing with failure to pay tax on cotton 

futures (repealed by sec. 523 of the bill) . 
Sec. 686 (repeal8 8ec. 7234 of code)-violation of oleomargarine or 

adulterated butter laW8 
This section repeals provisions relating to violations concerning 

the tax on oleomargarine and adulterated butter (repealed by secs. 
521 and 522 of the bill). 
Sec. 687 (repeal8 8ec. 7235 of code)-violation of adulterated butter 

law8 
This section repeals provisions relating to violations of law concern

ing adulterated butter and process or renovated butter (repealed by 
sec. 522 of the bill) . 
Sec. 688 (repeal8 sec. 7236 of code)-violation of laws relating to filled 

cheese 
This repeals a section concerning violations of law involving the 

tax on filled cheese (repealed by sec. 522 of the bill). 
Sec. 689 (repeals 8ec. 71239 of oode)-violation of law8 relating to white 

ph08phorus matche8 
This repeals a provision relating to violations of law with respect to 

white phosphorus matches (repealed by sec. 522 of the bill). 
Sec. 690 (amend8 8ec. 7240 of code)-offioials 8peculating in 8ugar 

This is a clerical amendment to conform to changes made by sec. 520 
()f the bill. 
Sec. 691 (amend8 sec. 7241 of code)-fraudulent intere8t equalization 

tam Ce1'tifioates 
Subsection (a) provides the date ()f enactment of the original Inter

est Equalization Tax Act. 
Subsection (b) provides the date of the enactment of the 196'7' 

amendments of the Interest Equalization Tax Act. 
Sec. 692 (repeal8 8ec. 7263 of code)-penaltie8relating to cotton futures 

This repeals penalties with respect to the tax on cotton futures 
(repealed by sec. 523 of the bill). 
Sec. 693 (repeals 8ec. 7264 of code)-offen8e8 relating to renovated or 

adulterated butter 
This repeals penalties concerning the tax ()n renovated or adul

terated butter (repealed by sec. 522 of the bill). 
Sec. 694 (repeals sec. 7265 of code )-offen8e8 relating to oleomargarine 

or adulterated butter 
This repeals a provision relating to the taxes on oleomargarine and 

adulterated butter (repealed by secs. 521 and 522 of the bill). 
Sec. 695 (repeals sec. 7266 of code)-offenses relating to filled chee8e 

This repeals provisions concerning the tax on filled cheese (repealed 
by sec. 522 of -the bill). 
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Sec. 696 (repeak sec. 79267 of code)-offenses relating to white phos
phorus rrw,tches 

This repeals provisions concerning the tax on white phosphorus 
matches (repealed by sec. 522 of the bill). 
Sec. 697 (a:rnends sec. 79271 of code )-offenses relating to stamps 

This strikes out an obsolete provision (relating to payment of tax 
by stamps). 

Sec. 698 (amends sec. 7927re of code)-failure to register 
This strikes out a cross reference to the tax on white phosphorus 

matches (repealed by sec. 522 of the bill) and also cross reference to 
narcotic provisions (repealed by the Comprehensive Drug Abuse Pre
vention and Control Act of 1970). 
Sec. 699 (repeals sec. 79274 of code)-offenses relating to white phos

p h01"U8 matches 
This strikes out another provision relating to the tax on white phos

phorus matches (repealed by sec. 522 of the bill). 
Sec. 700 (amends sec. 7303 of code)-property subject to forfeiture 

These 'amendments strike out provisions relating to the taxes on 
oleomargarine, adulterated butter, filled cheese, and white phosphorus 
matches (repealed by sees. 521 and 522 of the bill). 

Sec. 701 (repeals sec. 73re8 of code)-confi8cation of matches exported 
This repeals a provision relating to confiscation of white phosphorus 

matches since the tax is repealed by sec. 522 of the bill. 
Chapter 7:6. Judicial proceedings 

Sec. 710 (amends sec. 742re of code)-civil actions for refund 
These amendments strike out an internal effective date ( June 15, 

1942). 

Sec. 711 (repeals sec. 74992 of code)-enforceability of cotton futures 
contracts 

This repeals a provision relating to enforceability of cotton futures 
contracts since the tax on such contracts is repealed by sec. 523 of the 
bill. 

Chapter 77. Miscellaneous provisions 
Sec. 7113 (amends sec. 7507 of code)-exemption of insolvent banks 

These amendments strike out an obsolete date (May 28, 1938) for 
refunds of taxes paid by insolvent banks. 
Sec. 713 (amends sec. 7508 of code)-time for performing certain acts 

Subsection (a) is a clerical amendment to change the heading to 
refer to service "in combat zone". 

Subsection (b) is a clerical amendment to make use of the defined 
term "United States". 

Chapter 78. Discovery of liability and enforcement of title 
Sec. 7reo (amends sec. 7609 of code)-cross references 

This strikes out cross references to the taxes on oleomargarine and 
butter (repealed by secs. 521 and 522 of the bill) . 
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Sec. 721 (amend8 8ec. 7621 of code)-internal revenue di8trict8 
This is a clerical amendment (relating to boundaries of internal rev

<enue-districts) to conform to the absence of "Territories". 
Sec. 722 (repeals 8ec. 76.41 of code)-8upervision of certain manttfac

turer8 
This strikes out subchapter C of chapter 78, administrative provi

sions with respect to the taxes on oleomargarine, filled cheese, adul
terated butter, and white phosphorus matches, all items repealed by 
. secs. 521 and 522 of the bill. 
Sec. 723 (amends 8ec. 7652 of code)-8hipment8 to the United State8 

Subsection (a) is a clerical amendment to delete an obsolete effec
tive date of June 30,1954 (relating to disJ?ositionof tax collections). 

Subsection (b) strikes out obsolete prOVIsions relating to payments 
to the Virgin Islands of taxes collected in 1955 and 1956. 
Sec. 72.4 (repeal8 sec. 7654 of code)-payment to Guam and American 

Samoa of certain taxe8 
This repeals a provision relating to the tax on coconut and palm 

oil, which was repealed in 1962. 
Sec. 725 (amend8 8ec. 7655 of code )-cross references 

This is a clerical amendment to conform to the amendments made by 
sec. 520 of the bill. 

Chapter 79. Defiriitions 
Sec. 726 (amends sec. 7701 of code)-defonitions 

Subsection (a) strikes out a reference to "Territory". 
Subsection (b) defines the term "Sooretary"as the Secretary of the 

Treasury or his delegate. It also provides that the term "Secretary· 
of the Treasury" means the Secretary personally-not including any 
delegate. 

Subsection (c) redefines the term "or his delegate" for purposes of 
the Code. 

Subsection (d) strikes out the words "or his delegate" each time 
they appear in certain paragraphs of section 7701 ( a) . 
Sec. 727 (amends sec. 7809 of code )-deposit of collections 

This amendment deletes cross references to provisions repealed by 
sec. 724 of the bill or by the Comprehensive Drug Abuse Prevention 
and Control Act of 19!70. 
Sec. 728-clerical amendments 

This amendment strikes out the term "Territory," since there are 
no longer any territories, in those sections of the procedure and admin
istration subtitle which are not otherwise amended by this bill. The 
amendment also strikes out the words "or his delegate" since the defi
nition of "Secretary" is amended by sec. 726 of the bill to include his 
delegates. The amendment also makes other clerical changes. 
Sec. 729-effective date of procedure and admini8tration amendments 

This section provides that the amendments made by title VI of the 
bill shall take effect on the first day of the first month which begins 
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more than 90 days after the date of enactment, except that any amend
ment relating to income taxes shall apply to taxable years beginning 
after December 31,197'1. 

TITLE VII OF BILL: AMENDMENTS OF SUBTITLE G 
(THE JOINT COMMfTTEE,) 

Sec. 741 (amend88ubtitle G)-the Joint Oommittee 
Subsection (a) changes the name of the Joint Committee on Internal 

Revenue Taxation to the Joint Committee on Taxation. This change is 
made in the interest of brevity and does not change the functions of 
the Joint Committee. The duties of the Joint Committee are set forth 
in section 8022 of the Internal Revenue Code and relate only to internal 
revenue taxes and to the Internal Revenue Service. 

Subsection (b) amends section 8004 to refer to the compensation 
of "the Chief of Staff" instead of "a clerk," thus conforming this pro
vision to the present language of section 8023 (b). 

Subsection (c) is a clerical amendment to make section 8023 ( c) 
(dealing with inapplicability of reorganizations plans to Joint Com
mittee) more readable. 

Subsections (d) and (e) are clerical amendments to the heading 
of the title and to the table of subtitles. 

Subsection (f) provides that all references in any other statute, 
regulation, etc., to the Joint Committee on Internal Revenue Tax
ation shall be considered to be made to the Joint Committee on Tax
ation. 

Subsection (g) provides that the amendments made by this section 
of the bill shall take effect on the first day of the first month which 
begins more than 90 days after the date of enactment. 
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