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and such contracts may contain, subject to the provisions of this
Act, such terms and conditions as may be agreed upon by and
between the common council of said city of Ketchikan and the
United States 0f America or any agency or instrumentality thereof,
or any other purchaser of the bomfse: ;

Sko. 7. The provisions of the Act approved May 28, 1936, entitled
“An Act to authorize municipal corporations in the Territory of
Alaska to incur bonded indebtedness, and for other purposes” (49
Stat. 1388), as amended, shall not affect the issuance or payment of
the bonds authorized by this Act or any proceedings taken hereunder.

Approved, August 25, 1937.

[CHAPTER 781]
JOINT RESOLUTION

To amend the public resolution approved June 5, 1936, entitled ‘“Joint resolution
authorizing and requesting the President to extend to the Government of
Sweden and individuals an invitation to join the Government and people of
the United States in the observance of the three-hundredth anniversary of
the first Permnnent settlement in the Delaware River Valley, and for other

purposes.”

Resolved by the Senate and House of Representatives of the
United States of America in Congress assembled, That section 1 of
Public Resolution Numbered 102 of the Seventy-fourth Congress
is amended by inserting a comma and the words “the Government
of Finland” after the words “Government of Sweden” and before
the word “and”; and by inserting the words “and Finnish” after
the word “Swedish” and before the word “colonists”.

That section 2 be amended by inserting the words “the Govern-
ment of Finland” after the words “Government of Sweden” and
before the word “and”. '

Approved, August 25, 1937.

[CHAPTER 815]
AN ACT

To provide revenue, equalize taxation, prevent tax evasion and avoidance, axid
for other purposes. )

Be it enacted by the Senate and House of Representatives of the
United States of America in Congress assembled, That this Act may
be cited as the “Revenue Act of 1987”.

TITLE I—PERSONAL HOLDING COMPANIES

SEC. 1. AMENDMENT OF 1936 ACT.
Title TA of the Revenue Act of 1936 is amended to read as follows:

“TITLE IA—ADDITIONAL INCOME TAXES

«3EC. 351. SURTAX ON PERSONAL HOLDING COMPANIES.

“There shall be levied, collected, and paid, for each taxable year
(in addition to the taxes imposed by Title I{ upon the undistributed
adjusted net income of every personal ho (img company a surtax
equal to the sum of the foll wmﬁ

“(1) 65 per centum of the amount thereof not in excess of

$2,000; plus .
z‘(2) ? 5 per centum of the amount thereof in excess of $2,000.
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“SEC. 352. DEFINITION OF PERSONAL HOLDING COMPANY.
“(a) GeNeraL Rure—For the purposes of this title and of Title I
the term ‘personal holding company’ means any corporation if-—

“(1) Gross INCOME REQUIREMENT.—At least 80 per centum of
its gross income for the taxable year is personal holding company
income as defined in section 853; but if the corporation is a per-
sonal holding company with respect to any taxable year, then, for
each subsequent taxable year, the minimum percentage shall be
70 per centum in lieu of 80 per centum, until a taxable year
during the whole of the last half of which the stock ownership
required by paragraph (2) does not exist, or until the expiration
of three consecutive taxable years in each of which less than 70
per centum of the gross income is personal holding company
Income ; and

“(2) STocK OWNERSHIP REQUIREMENT.—At any time during
the last half of the taxable year more than 50 per centum in
value of its outstanding stock is owned, directly or indirectly,
by or for not more than five individunals.

“ (b{ Excrprions.—The term ‘personal holding company’ does not
include a corporation exempt from taxation under section 101, a
bank as defined in section 104, a life insurance company, a surety
company, or, except with respect to a taxable year ending on or before
the date of the enactment of the Revenue Act of 1937, a foreign per-
sonal holding company as defined in section 331.

“SEC. 353. PERSONAL HOLDING COMPANY INCOME.

“For the purposes of this title the term ‘personal holding company
income’ means the portion of the gross income which consists of :

“(a) Dividends, interest, royalties (other than mineral, oil, or gas
royalties), annuities. :

‘(b) Stock anp Securrries TransacrioNs—Except in the case of
regular dealers in stock or securities, gains from the sale or exchange
of stock or securities.

“(c) Commoprrres TranNsacrioNs.—Gains from futures transac-
tions in any commodity on or subject to the rules of a board of trade
or commodity exchange. This subsection shall not apply to gains
by a producer, processor, merchant, or handler of the commodity
‘which arise out of bona fide hedging transactions reasonably neces-
sary to the conduct of its business in the manner in which such
business is customarily and usually conducted by others.

“(d) Esrates axp Trusts.—Amounts includible in computing the
net income of the corporation under Supplement E of Title I; and
gains from the sale or other disposition of any interest in an estate
or trust.

“(e) PrrsoNar Service CoNTracTs.~—(1) Amounts received under
a contract under which the corporation is to furnish personal serv-
ices; if some person other than the corporation has the right to
designate (by name or bz description) the individual who is to per-
form the services, or if the individual who is to perform the services
is designated (by name or by description) in the contract; and (2)
amounts received from the sale or other disposition of such a con-
tract. This subsection shall apply with respect to amounts received
for services under a particular contract only if at some time during
the taxable year 25 per centum or more in value of the outstanding
stock of the corporation is owned, directly or indirectly, by or for
the individual who has performed, is to perform, or may be desig-
:earmby name or by description) as the one to perform, such
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“(f) Use or CorpoRATION PROPERTY BY SHAREHOLDER.—Amounts
received as compensation (however designated and from whomsoever
received) for the use of, or right to use, property of the corporation
in any case where, at any time during the taxable year, 25 per centum
or more in value of the outstanding stock of the corporation is owned,
directly or indirectly, by or for an individual entitled to the use of
the property; whether such right is obtained directly from the cor-
poration or by means of a sublease or other arrangement.

“(g) Rents.—Rents, unless constituting 50 per centum or more
of the gross income. For the purposes of this subsection the term
‘rents’ means compensation, however designated, for the use of, or
right to use, property; but does not include amounts constituting

rsonal holding company income under subsection (f).

“(h) MineraL, OiL, or Gas Royavries.—Mineral, oil, or gas roy-
alties, unless (1) constituting 50 per centum or more of the gross
income, and (2) the deductions allowable under section 23 (a) (relat-
ing to expenses) other than compensation for personal services ren-
dered by shareholders, constitute 15 per centum or more of the gross
income.

“SEC. 354. STOCK OWNERSHIP. ‘

“(a) ConstrucTivE OwnNmrsHIP.—For the purpose of determining
whether a corporation is a personal holding company, insofar as
such determination is based on stock ownership under section 352
(a) (2‘)‘, section 353 (e), or section 353 (f)— Co

(1) STOoCK NOT OWNED'BY INDIVIDUAL.—Stock owned, directly
or indirectly, by or for a corporation, partnership, estate, or
trust shall be considered as being owned proportionately by
its shareholders, partners, or beneficiaries.

“(2) FAMILY AND PARTNERSHIP OWNERSHIP.—An individual nersh

shall be considered as owning the stock owned, directly or indi-
rectly, by or for his family or by or for his partner. For the
purposes of this paragraph the fa,mili of an individual includes
only his brothers and sisters (whether by the whole or half
blood), spouse, ancestors, and lineal descendants. .
“(3) oNs.—If any person has an option to acquire stock
such stock shall be considered as owned by such person. For
the purposes of this paragraph an option to acquire such an
option, and each one of a series of such options, shall be con-
sidered as an option to acquire such stock. :
“(4) APPLICATION OF FAMILY-PARTNERSHIP AND OPTION RULES.—
Paragraphs (2) and (3) shall be applied— B
“(A) For the purposes of the stock ownership require-
ment provided in section 352 (a) (2), if, but only if, the
effect 1s to make the corporation a personal holding com-

any ; .
P “(B) For the purposes of section 353 _(e) §relating to
personal service contracts), or of section 353 (f) (relating
to the use of property by shareholdem), if, but only if, the
effect is to make the amounts therein referred to inqluéible
under such subsection as personal holding company income.

%(5) CONSTRUCTIVE OWNERSHIP AS ACTUAL OWNERSHIP.—Stock

constructively owned by a person by reason of the application
of paragrapﬂ (1) or (3) shall, for the purpose of a.l[))pl i
paragraph (1) or (2), be treated as actually owned by sucﬁ
person; but stock constructively owned by an individual by
reason of the application of paragraph (2) shall not be treated
as owned by him for the purpose of again applying such para-
graﬂh in order to make another the constructive owner of such
stock.
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“(6) OPTION RULE IN LIEU OF FAMILY AND PARTNERSHIP RULE.—
If stock may be considered as owned by an individual under
either paragraph (2) or (8) it shall be considered as owned by
him under paragraph (3).

“(b) CoNVERTIBLE Securrres.—Outstanding securities converti-
ble into stock (whether or not convertible during the taxable year)
shall be considered as outstanding stock—

“(1) For the purpose of the stock ownership requirement pro-
vided in section 352 (a) (2), but only if the effect of the inclu-
sion of all such securities is to make the corporation a personal
holding company ;

“(2) For the purpose of section 353 (e) (relating to personal
service contracts), but only if the effect of the inclusion of all
such securities is to make the amounts therein referred to includ-
iblg under such subsection as personal holding company income;
an

“(3) For the purpose of section 853 (f) (relating to the use
of property by shareholders), but only if the effect of the inclu-
sion of all such securities is to make the amounts therein referred
to includible under such subsection as personal holding company
income.

“The requirement in para, afphs (1), (2),and (3) that all convertible
securities must be inc udegr if any are to be included shall be subject
to the exception that, where some of the outstanding securities are
convertible only after a later date than in the case of others, the class
having the earlier conversion date may be included although the
others are not included, but no convertible securities shall be
included unless all outstanding securities having a prior conversion
date are also included. :

“SEC. 355. UNDISTRIBUTED ADJUSTED NET INCOME.

“For the purposes of this title the term ‘undistributed adjusted
net income’ means the adjusted net income (as defined in section 356)
minus—

“(a) The amount of the dividends paid credit provided in section
27, computed without the benefit of subsection (b) thereof (relating
to the dividend carry-over) ; and

~“(b) Amounts used or irrevocably set aside to pay or to retire
indebtedness of any kind incurred prior to January 1, 1934, if such
amounts are reasonable with reference to the size and terms of such
indebtedness. ’
“SEC. 356. ADJUSTED NET INCOME.

“For the purposes of this title the term ‘adjusted net income’ means
the net income with the following adjustments: :

“(a) AppITIONAL DEDUCTIONB.-—-—’i'he!'e shall be allowed as
deductions—

“(1) Federal income, war-profits, and excess-profits taxes paid
or accrued during the taxable year to the extent not allowed as
a deduction under section 23; but not including the tax imposed
by section 102, section 851 (either before or after its amemfment
by the Revenue Act of 1937), or a section of a prior income-tax
law corresponding to either of such sections.

“(2) In lieu of the deduction allowed by section 23 (q), con-
tributions or §1fts made within the taxable year to or for the
use of donees ribed in section 23 (q) for the purposes therein
specified, to an amount which does not exceed 15 per centum
of the taxpayer’s net income, computed without the benefit of
this paragraph and section 23 (q), and without the deduction of
the amount disallowed under subsection (b) of this section.
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“(3) In the case of a corporation organized prior to January
1, 1936, to take over the assets and liabilities of the estate of a
decedent, amounts paid in liquidation of any liability of the cor-
poration based on the liability of the decedent to make contribu-
tions or gifts to or for the use of donees described in section
23 (o) for the purposes therein specified, to the extent such
Liability of the decedent existed prior to January 1, 1934. No
deduction shall be allowed under paragraph (2) of this subsection
for a taxable year for which a deduction is allowed under this
Earagraph.

“(b) Depucrions Nor Arrowen.—The aggregate of the deductions
allowed under section 23 (a), relating to expenses, and section 23 (1),
relating to depreciation, which are allocable to the operation and
maintenance of property owned or operated by the corporation, shall
be allowed only in an amount equal to the rent or other compensation
received for the use or right to use the property, unless it is estab-
lished (under regulations prescribed by the Commissioner with the
approval of the g:cretary) to the satisfaction of the Commissioner:

“(1) That the rent or other compensation received was the
hliﬁhest obtainable, or,if none was received, that none was obtain-
able;

“(’2) That the property was held in the course of a business
carried on bona fide for profit; and
“(3) Either that there was reasonable expectation that the
operation of the property would result in a profit, or that the
property was necessary to the conduct of the business.
“SEC. 357. MEANING OF TERMS USED.

“The terms used in this title shall have the same meaning as when
used in Title T. .

“SEC. 358. ADMINISTRATIVE PROVISIONS. Co -

“All provisions of law (including penalties) applicable in respect
of the taxes im by Title I of this Act, shall insofar as not incon-
sistent with this title, be applicable in respect of the tax imposed
this title, except that the provisions of section 131 of that title shall
not be applicable. ‘
“SEC. 359. IMPROPER ACCUMULATION OF SURPLUS. - ...

“For surtax on corporations which accumulate surplus to avoid
surtax on stockholders, see section 102. . _

“SEC. 360. FOREIGN PERSONAL HOLDING COMPANI [T

“For provisions relating to foreign personal holding companies and
their shareholders, see Supplement P of Title L.” S
SEC. 2. CHANGES IN CROSS-REFERENCES, = . o

Section 12 (c), section 14 (f), and section 102 (e) of the Revenue
Act of 1936 are amended by striking out “section 351” and inserting
in lieu thereof “Title TA”, :
SEC. 8. EFFECTIVE DATES. ST

The amendment made by section 1 shall applf only with respect
to taxable years beginning after December 31, 1936; and Title IA
of the Revenue Act off 19i36, as it exiistﬁgl rior to such aznen:iienﬁm
shall not apply to a foreig rsona lding company ‘ (as
in section ?I:glyof the Rev%gugeAct of 1936, added to such Act by
section 201 of this Act) with respect to any taxable year ending after
the date of the enactment of this Act.

125151°—37——52
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TITLE II—FOREIGN PERSONAL HOLDING
COMPANIES

SEC. 201. INCLUSION IN INCOME OF UNITED STATES SHAREHOLDERS

OF INCOME OF FOREIGN PERSONAL HOLDING COMPANIES,

The Revenue Act of 1936 is amended by adding after Supplement
O of Title I a new Supplement to read as follows:

“Supplement P—Foreign Personal Holding Companies

“SEC. 331. DEFINITION OF FOREIGN PERSONAL HOLDING COMPANY.

“(a) Generan Rure—For the purposes of this title and of Title
TA the term ‘foreign personal holding company’ means any foreign
corporation if—

“(1) Gross INCOME REQUIREMENT.—AY least 60 per centum of
its gross income (as defined in section 834 (a)) for the taxable
year is foreign personal holding company income as defined in
section 382; but if the corporation is a foreign personal holding
company with respect to any taxable year, then, for each subse-
quent taxable year, the minimum percentage shall be 50 per
centum in lieu of 60 per centum, until a taxable year during the
whole of which the stock ownership required by paragraph (2)
does not exist, or until the expiration of three consecutive tax-
able years in each of which less than 50 per centum of the gross
income is foreign personal holding company income. For the
purposes of this paragraph there shall be included in the gross
mcome the amount includible therein as a dividend by reason
of the application of section 834 (c) (2); and

“(2) STOCK OWNERSHIP REQUIREMENT.—At any time during
the taxable year more than 50 per centum in value of its out-
standing stock is owned, directly or indirectly, by or for not
more than five individuals who are citizens or residents of the

~ United States, hereinafter called ‘United States group’.
- -“(b) Exceerions.—The term ‘foreign personal holding company’
doias not include a corporation exempt from taxation under section
101.

“SEC. 332. FOREIGN PERSONAL HOLDING COMPANY INCOME.

“For the purposes of this title the term ‘foreign personal holdin
company income’ means the portion, of the gross income determin
for the purposes of section 33 (:? (1), which consists of :

“ é 8) Dividends, interest, royalties, annuities.

“(b AND SECURITIES TRANSACTIONS.—Except in the case of
regular dealers in stock or securities, gains from the sale or exchange
of stock or securities.

“(c) Commoprries TRANsACTIONS.—Gains from futures transactions
in any commodity on or subject to the rules of a board of trade or
commodity exchange. This subsection shall not apply to gains b
a producer, processor, merchant, or handler of the commodity whic
arise out of bona fide hedging transactions reasonably necessary to
the conduct of its business in the manner in which such business is
customarily and usually conducted by others.

“{(d) Esrarzs anp Trusts.—Amounts includible in computing the
et income of the corporation under Supplement E; and gains from
the sale or other disposition of any interest in an estate or trast.

“(e) PersoNAL SErRVICE ConrTracTs—(1) Amounts received under
a contract under which the corporation is to furnish personal services;
if some person other than the corporation has the right to designate
(by name or by description) the individual who is to perform the
services, or if the individual who is to perform the services is desig-
nated (by name or by description) in t{l’: contract ; and (2) amounts
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received from the sale or other disposition of such a contract. This
subsection shall apply with respect to amounts received for services
under a particular contract only if at some time during the taxable
year 25 per centum or more in value of the outstanding stock of the
corporation is owned, directly or indirectly, by or for an individual
who has performed, 1s to perform, or may be designated (by name
or by description) as the one to perform, such services.

“(f) Use oF CorPORATION PROPERTY BY SHAREHOLDER—Amounts
received as compensation (however designated and from whomsoever
received) for the use of, or right to use, property of the corporation
in any case where, at any time during the taxable year, 25 per centum
or more in value of the outstanding stock of the corporation is-owned,
directly or indirectly, by or for the individual entitled to the use of
the property; whether such right is obtained directly from the cor-
poration or by means of a sublease or other arrangement.

“(g) Rents.—Rents, unless constituting 50 per centum or more of
the gross income. For the purposes of this subsection the term
‘rents’ means compensation, however designated, for the use of, or
right to use, property; but does not include amounts constituting
foreign personal holding company income under subsection (f).

“SEC. 333. STOCK OWNERSHIP.

“(a) Construorive Ownersare—For the purpose of determining
whether a foreign corporation is a foreign personal holding company,
insofar as such determination isbased on stock ownership under sec-
tion 331 (a) (2), section 332 (e), or section 332 (f)—

“(1) STOCK NOT OWNED BY INDIVIDUAL.—Stock owned, directly
or indirectly, by or for a’corporation, partnership, estate, or
trust shall be considered as beirig owned proportionately by its
shareholders, partners, or beneficiaries. .

“(2) FAMILY AND PARTNERSHIP OWNERSHIP.—An individual
shall be considered as owning the stock owned, directly or
indirectly, by or for his family or by or for his partner. For
the purposes of this paragraph.the family of an individual
includes only his brothers and sisters (whether by the whole or
half blood), spouse, ancestors, and lineal descendants. . L

“(8) - OprioNs.—If any person has an. ogtlon to acquire stock
such stock shall be considered as owned by such person. For
the purpoges of this paragraph an option to -acquire such an
option, and each one of a series of such options, shall be consid-
ered as an option to acquire such stock. _ :

“(4) APPLICATION OF FAMILY-PARTNERSHIP AND OPTION RULES.—
Paragraphs g) and (3) shall be :gghed— D .

“fA) or the purposes of the stock ownership require-
ment provided in section 331 (a) (2), if, but m;lly if, the
effect 1s to make the corporation a foreign personal holding
company; : . = .

“FB) For the purposes of section 332 (e) (relating to
personal service contracts), or of section 332 (f) (relating
to the use of property by shareholders), if, but only if, the
effect is to make the amounts therein referred to includible
under such subsection as foreign personal holding company
income. :

“(5) CONSTRUCTIVE OWNERSHIP AS ACTUAL OWNERSHIP.—Stock
constructively owned by a person by reason of the application
of paragraph (1) or (3) shall, for the purpose of ag)plymﬁ
paragraph (1) or (2), be treated as actually owned suc
person ; but stock constructively owned by an individual by rea-
son of the application of paragraph (2) shall not be treated as
owned by him for the purpose of again applying such paragraph
in order to make another the constructive owner of such stock.
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“(6) OPTION RULE IN LIEU OF FAMILY AND PARTNERSHIP RULE.—
If stock may be considered as owned by an individual under
either paragraph (2) or (3) it shall be considered as owned by
him ‘under paragraph (3). . )

“(b) ConvertiBLE SEcurrries.—OQutstanding securities convertible
into stock (whether or not convertible during the taxable year) shall
be considered as outstanding stock—

“(1) For the purpose of the stock ownership requirement
provided in section 331 (a) (2), but only if the effect of the
inclusion of all such securities is to make the corporation a
foreign personal holding company;

“(2) For the purpose of section 332 (e) (relating to personal
service contracts), but only if the effect of the inclusion of all
such securities is to make the amounts therein referred to includ-
ible under such subsection as foreign personal holding company
income; and '

“(8) For the purpose of section 332 $f) (relating to the use
of property by shareholders), but only if the effect of the inclu-
sion of all such securities is to make the amounts therein referred
to includible under such subsection as foreign personal holding
company income.

“The requirement in }faragraphs (1), (2), and (3) that all convertible
securities must be included if any are to be included shall be subject
to the exception that, where some of the outstanding securities are
convertible only after a later date than in the case of others, the class
having the earlier conversion date may be included although the others
are not included, but no convertible securities shall be included unless
plllogt?itandjng securities having a prior conversion date are also
included.

“SEC. 334. GROSS INCOME OF FOREIGN PERSONAL HOLDING COM-
PANIES. . :

“(a), GeneraL Rure—~As used in this Supplement with respect to
a foreign corporation the term ‘gross income’ means gross mcome
computed (without regard to the provisions of Supplement I) as if
the foreign corporation were a domestic corporation.

“ éb) ApprrIoNs To Gross INcome.~—In the case of a foreign personal
holding company (whether or not a United States group, as defined
in section 831 (a) (2), existed with respect to such company on the
last day of its taxable year) which was a shareholder in another
foreign personal holding company on the day in the taxable year of
the second company which was the last day on which a Unitedy States
group existed with respect to the second company, there shall be
included, as a dividend, in the gross income of tﬁe ﬁyrst company, for
the taxable year in which or with which the taxable year of the
second company ends, the amount the first company would have
received as a dividend if on such last day there had been distributed
by the second company, and received by the shareholders, an amount
which bears the same ratio to the undistributed Supplement P net
income of the second company for its taxable year as the portion of
such taxable year up to and including such last day bears to the
entire taxable year.

“(c) Arruication oF Suesection (b).—The rule provided in sub-
section (b;—-—-

“(1) shall be applied in the case of a foreign personal holding
company for the purpose of determining its undistributed Sup-
plement P net income which, or a part of which, is to be
mncluded in the income of its shareholders, whether United
States shareholders or other foreign personal hoiding companies;
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“(2) shall be applied in the case of every foreign corporation
with respect to which a United States group exists on some day
of its taxable year, for the purpose of determining whether
such corporation meets the gross income requirements of section
331 (a) (1).

“SEC. 335. UNDISTRIBUTED SUPPLEMENT P NET INCOME.

“For the purposes of this title the term ‘undistributed Supple-
ment P net income’ means the Supplement P net income (as defined
in section 836) minus the amount of the dividends paid credit pro-
vided in section 27, computed without the benefit of subsection (b)
thereof (relating to the dividend carry-over). ‘

“SEC. 336. SUPPLEMENT P NET INCOME.

“For the purposes of this title the term ‘Supplement P net income’
means the net income with the following adjustments:

“(a) ApprrioNar Depuctrons—There shall be allowed as deduc-
tions— :

“(1) Federal income, war-profits, and excess-profits taxes paid

or accrued during the taxable year to the extent not allowed as 17

a deduction under section 23; but not including the tax imposed
by section 102, section 351 (either before or after its amend-
ment by the Revenue Act of 1987), or a section of a prior income-
tax law corresponding to either of such sections. '

“(2) In lieu of the deduction allowed by section 23 (q), con-
tributions or gifts made within the taxable year to or for the
use of donees described in section 23 (q) for the purposes therein
specified, to an amount which does not exceed 15 per centum of
the company’s net income, computed without the benefit of this
paragragh and section 23 (q), and without the deduction of the
amount disallowed under subsection (b) of this section, and with-
out the inclusion in gross income of the amounts includible
therein as dividends by reason of the application of the pro-
visions of section 334 (b) (relating to the inclusion in the gross
income of a foreign personal holding company of its distributive
share of the undistributed Supplement P net income of another
foreign personal holding company in which it is a shareholder).

“(b) Dxouctions Nor ALLOWED.— ‘ :

“(1) Taxes ANp PENSION TRUsTS.—The deductions provided
in section 23 (d), relating to taxes of a shareholder paid by the
corporation, and in section 23 (p), relating to pension trusts,
shall not be allowed. '

“(2) Exrenses AND DrPRECIATION.—The aggregate of the
deductions allowed under section 23 (a), relating to expenses,
and section 23 (1), relating to depreciation, which are allocable
to the operation and maintenance of property owned or operated
by the company, shall be allowed only in an amount equal to
the rent or other compensation received for the use or right to
use the property, unless it is established (under retinlations pre-
scribed {)’y tﬁa C?ommissioner with the approval of the Secretary)
to the satisfaction of the Commissioner:

“(A) That the rent or other compensation received was
the highest obtainable, or, if none was received, that none
was obtainable; : C

“(B) That the pro rtg was held in the course of a busi-
ness carried on bona i)}:iee or profit; and - R

“(C) Either that there was reasonable expectation that
the operation of the property would result in a profit, or
ghaf. the property was necessary to the conduct of the

usiness. ' ‘ S
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“SEC. 337. C(ﬁg’gﬁ%&l’{éON INCOME TAXED TO UNITED STATES SHARE-

“(a) GeneraL Rure.—The undistributed Supplement P net income
of a foreign personal holding company shall be included in the gross
income of the citizens or residents of the United States, domestic
corporations, domestic partnerships, and estates or trusts (other than
estates or trusts the gross income of which under this title includes
only income from sources within the United States), who are share-
holders in such foreign personal holding company (hereinafter called
‘United States shareholders’) in the manner and to the extent set
forth in this Supplement. :

“(b) AMount INncLupED IN GROss INCOME.—Each United States
shareholder, who was a shareholder on the day in the taxable year
of the company which was the last day on which a United States
group (as defined in section 331 (a) (2)) existed with respect to
the company, shall include in his gross income, as a dividend, for
the taxable year in which or with which the taxable year of the
company ends, the amount he would have received as a dividend
if on such last day there had been distributed by the company, and
received by the shareholders, an amount which bears the same ratio
to the undistributed Supplement P net income of the company for
the taxable year as the portion of such taxable year up to and includ-
ing such last day bears to the entire taxable year.

“(c) Creprr ror OBricatioNs oF U. S. anp Its INSTRUMENTALI-
Ties.—Each United States shareholder shall be allowed a credit
against net income, for the purpose of the tax imposed by section 11,
13, 14, 201, or 204, of his proportionate share of the interest specified
in section 25 (a) (1) or 512 which is included in the gross income of
the company otherwise than by the application of the provisions of
section 334 (b) (relating to tKe inclusion in the gross income of a
foreign personal holding company of its distributive share of the
undistributed Supplement P net income of another foreign personal
holding company 1n which it is a shareholder).

“(d) InrorMaTION IN RETURN.—Every United States shareholder
who is required under subsection (b) to include in his gross income
any amount with respect to the undistributed Supplement P net
income of a foreign personal holding company and who, on the last
day on which a United States group existed with respect to the
comgani', owned 5 per centum or more in value of the outstanding
stock of such company, shall set forth in his return in complete
detail the gross income, deductions and credits, net income, Supple-
ment P net income, and undistributed Supplement P net income of
such company.

“(e) Errecr oN CaprraL AocoUNT oF ForEIGN PErsonar Howrpine
CompaNY.—An amount which bears the same ratio to the undis-
tributed Supplement P. net ificome of the foreign personal holding
company for its taxable year as the portion of such taxable year up
to and including the last day on which a United States gronpexisted
with respect to the company bears to the entire taxable year, shall,
for the pu of determining the effect of distributions in subse-
quent taxable years by the corporation, be considered as a contribu-
tion to capital.

“(f) Basis or Stock v Hanps oF SHAREHOLDERS.—The amount
required to be included in the gross income of a United States
shareholder under subsection (b) shall, for the purpose of adjusti
the basis of his stock with respect to which the distribution woulig
have been made (if it had been made) ; be treated as having been
reinvested by the shareholder as a contribution to the capital of the
corporation ; but only to the extent to which such amount is included
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in his gross income in his return, increased or decreased by any
adjustment of such amount in the last determination of the share-
holder’s tax liability, made before the expiration of seven years after
the date prescribed by law for filing the return.

“(g) Basis or Stock IN Case oF Deata.—For basis of stock or
securities in a foreign personal holding company acquired from a
decedent, see section 113 (a) (5).

“(h) LiqumarioN.—For amount of gain taken into account on
liqmdation of foreign personal holding company, see section 115 (c).

‘(i) Periop oF LamrTATION ON AssEssMENT AND CorirectioN.—For

riod of limitation on assessment and collection without assessment, Ilecti

m case of failure to include in gross income the amount properly
includible therein under subsection (b), see section 275 (d).

“SEC. 338. INFORMATION' RETURNS BY OFFICERS AND DIRECTORS.

“(a) MoxTHLY RETURNS.—On the fifteenth day of each month each tore

individual who on such day is an officer or a director of a foreign
corporation which, with respect to its taxable year (if not beginning
more than twelve months before the date of the enactment of the
Revenue Act of 1937) preceding the taxable year in which such month
occurs, was a foreign personal holding company, shall file with the
Commissioner a return setting forth with respect to the preceding
- calendar month the name and address of each shareholder, the class
and number of shares held by each, together with any changes in
stockholdings during such period, the name and address of any holder
of securities convertible into stock of such corporation, and such other
information with respect to the stock and securities of the corporation
as the Commissioner with the approval of the Secretary shall by
regulations prescribe as necessary for carrying out the provisions of
this Act. The Commissioner, with the apgroval of the Secretary,
may by regulations prescribe, as the period with respect to which
returns shall be filed, a longer period than a month. In such case
the return shall be due on the fifteenth day of the succeeding period,
and shall be filed by the individuals who on such day are officers and
directors of the corporation.

“(b) ANNuaL ReTURNS.—On the sixtieth day after the close of the
taxable year of a foreign personal holding company each individual
who on such sixtieth day 1s an officer or director of the corporation
shall file with the Commissioner a return setting forth—

“(1) In complete detail the gross income, deductions and
credits, net income, Supplement P net income, and undistributed
Supplement P net income of such foreign personal holding com-
pany for such taxable year; and L

“ 2? The same information with respect to such precedin,
taxable year as is required in subsection (a); except that i
all the required reports with respect to such year have been
filed under subsection (a) no information under this paragraph
need be set forth in the annual report.

“gEC. 339. INFORMATION RETURNS BY SHAREHOLDERS.

“(a) MontaLY RETURNS.—On the fifteenth day of each month
each United States shareholder, by or for whom 50 per centum or
more in value of the outstanding stock of a foreign corporation is
owned directly or indirectly (including in the case of an individual,
stock owned by the members of his family as defined in section 333
(2) (2)), if such foreign corporation with respect to its taxable
year (if not beginning more than twelve months before the date of
the enactment of the Revenue Act of 1937) preceding the taxable
year in which such month oecurs was a foreign personal holding
company, shall file with the Commissioner a return setting forth with

823

Basis, in case of
death.

Liquidation.
49 8tat. 1682.

Period of limitation
on assessment and col-

ion.
49 Stat. 1726.

Information returns
by officers and direc-
Monthly returns.

Annual returns.

Informa returns
by shareholders.
Monthly returns.

Ante, p. 819."



824

Annualreturns.

Returns as to forma-
tion, ete., of foreign
corporations.

Requirement.

Form and contents
of return.

Penalties.

Willful failure to
oom})ly with specified
sections.

Ante, p. 823.

49 Stat. 1703.

75tH CONGRESS, 1st SESSION—CH. 815—AUGUST 26, 1937

respect to the preceding calendar month the name and address of
each shareholder, the class and number of shares held by each,
together with any changes in stockholdings during such perioed, the
name and address of any holder of securities convertible into stock
of such corporation, and such other information with respect to the
stock and securities of the corporation as the Commissioner with the
approval of the Secretary shall by regulations prescribe as necessary
for carrying out the provisions of this Act. The Commissioner,
with the approval of the Secretary, may by regulations prescribe, as
the period with respect to which returns shall be filed, a longer period
than a month. In such case the return shall be due on the fifteenth
day of the succeeding period, and shall be filed by the persons who
on such day are United States shareholders.

“(b) AnnvaL Rerurns.—On the sixtieth day after the close of
the taxable year of a foreign personal holding company each United
States shareholder by or f%rxl' whom on such sixtieth day more than
50 per centum of the outstanding stock of such company is owned
directly or indirectly (including in the case of an individual, stock
owned by members of his family as defined in section 333 (a) (2)),
shall file with the Commissioner a return setting forth the same
information with respect to such preceding taxable year as is required
in subsection (a) ; except that if all the required reports with respect
to such year have been filed under subsection (ag) no information
under this subsection need be set forth in the annual report.

“SEC. 340. RE,I"II"gﬁgS AS TO FORMATION, ETC., OF FOREIGN CORPORA-

“(a) RequremenT.—Under regulations prescribed by the Com-
missioner with the approval of the Secretary, any attorney, account-
ant, fiduciary, bank, trust company, financial institution, or other

rSOn—

“(1) Who, on or after the date of the enactment of the Reve-
nue Act of 1937, aids, assists, counsels, or advises in, or with
respect to, the formation, organization, or reorganization of an
foreign corporation, shall, within 80 days thereafter, file wit
the Commissioner a‘retum; or

“(2) Who, since December 31, 1933, and prior to 90 days after
the date of the enactment of the Revenue Act of 1937, has aided,
assisted, counseled, or advised in the formation organization, or
reorganization of any foreign corporation sha]i, within 90 days
after the date of the enactment of such Act, file with the Com-
missioner a return.

“(b) Form anp CoNTeNTs oF RETURN.—Such return shall be in
such form, and shall set forth, under oath, in respect of each such cor-
poration, to the full extent of the information within the possession
or knowledge or under the control of the person required to file the
return, such information as the Commissioner with the approval of
the Secretary prescribes by regulations as necessary for carrying out
the provisions of this Act. Nothing in this section shall be construed
to require the divulging of privileged communications between attor-
ney and client.

“SEC. 341. PENALTIES.

“Any person required under section 338, 339, or 340 to file a return,
or to supply any information, who willfully fails to file such return,
or supply such mformation, at the time or times required by law or
regulations, shall, in lieu of the penalties provided in section 145 (a)
for such off be guilty of a misdemeanor and, u conviction
thereof, be not more than $2,000, or imprisoned for not more
than one year, or both.” : :
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SEC. 202. EFFECTIVE DATE.

Supplement P of Title I of the Revenue Act of 1936, added to such
Act by section 201 of this Act, shall not apply to a taxable year
(either of a shareholder or of a foreign corporation) ending on or
before the date of the enactment of this Act; and in no case shall
the stock ownership requirement provided in section 331 (a) (2) of
such Supplement be satisfied unless a United States group é as therein
defined) existed with respect to the corporation after the date of the
enactment of this Act. If under section 338 or 839 of such Supple-
ment the date on which a return is required to be filed occurs prior to
November 1, 1937, the return shall be considered as filed on time if
filed prior to December 1, 1937.

SEC. 203. ADJUSTED BASIS OF STOCK OF FOREIGN PERSONAL HOLD-
ING COMPANY.

Section 113 (b) (1) of the Revenue Act of 1936 is amended by raav

striking out the period at the end thereof and inserting in lieu
ther(:,of a semicolon and the following: '
‘and

“(E) to the extent provided in section 337 (f) in the case of,

the stock of United States shareholders in a foreign personal
holding company.”
SEC. 204. BASIS OF STOCK IN FOREIGN PERSONAL HOLDING COM-
PANY ACQUIRED FROM DECEDENT.
Section 113 (a) (5) of the Revenue Act of 1936 is amended by
adding at the end thereof a new sentence to read as follows: ;
“If the property was acquired by bequest, devise, or inheri-
tance, or by the decedent’s estate fvrom the decedent, and if the
decedent died after the date of the enactment of the Revenue
Act of 1937, and if the property consists of stock or securities
of a foreign corporation, which with resPect to its taxable year
next preceding the date of the decedent’s death was a foreign
personal holding company, then the basis shall be the fair

market value of such property at the time of such acquisition

or the basis in the hands of the decedent, whichever is lower.”

SEC. 205. LIQUIDATION OF FOREIGN PERSONAL HOLDING COMPANIES.
Section 115 (c) of the Revenue Act of 1936 is amended by adding
at the end thereof a new sentence to read as follows:
“If any distribution in complete liquidation (including any one
of a series of distributions made by the corporation in,complete
cancellation or redemption of all its stock) is made by a foreign
corporation which with respect to any taxable year beginning on or
before, and ending after, the date of the enactment of the Revenue
Act of 1937, was a foreign personal holdi company, and with
respect to which a United States group (as defined in section 381 (a)
(2)) existed after the date of the enactment of the Revenue Act of
1937 and before January 1, 1938, then, despite the foregoing provi-
sions of this subsection, 100 ;;ler centum of the gain recognized result-
ing from such distribution shall be taken into account in computing
net income— .
“(1) Unless such liquidation is completed before January
1, 1938; or S
’4(2) Unless (if it is established to the satisfaction of the
Commissioner by evidence submitted before January 1, 1938,
that due to the laws of the foreign country in which such cor-
ration is incorporated, or for other reason, it is or will be
impossible to complete the liquidation of such company before
such date) the liquidation is completed on or before such date
as the Commissioner may find reasonable, but not later than
June 30, 1938.”
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SEC. 206. PE’IBI{)%}) OF LIMITATION UPON ASSESSMENT AND COLLEC-

(a) Section 275 of the Revenue Act of 1936 is amended by insert-
ing after subsection (¢) thereof a new subsection to read as follows:
“(d) SmareroLDERS OF ForereN PrrsoNan Horpine CoMPANIES.—
If the taxpayer omits from gross income an amount properly includ-
ible therein under section 337 (b) (relating to the inclusion in the
gross income of United States shareholders of their distributive
shares of the undistributed Supplement P net income of a foreign
rsonal holding company) the tax may be assessed, or a proceed-
ing in court for the collection of such tax may be begun without
%is?isiment, at any time within seven years after the return was
ed.

(b) Subsection (d) of such section 275, before its amendment by
subsection (a) of this section, is amended to read as follows:

“(e) For the purposes of subsections (a), (b), (c), and (d), a
return filed before the last day prescribed by law for the filing thereof
shall be considered as filed on such last day.”

(c) Subsection (e) of such section 275, before its amendment by
subsections (a) and (b) of this section, is amended by striking out
“(e)” and inserting in lieu thereof “(f)”.

SEC. 207. MINOR AMENDMENTS TO TITLE I OF 1936 ACT.

(a) Section 4 of the Revenue Act of 1936 is amended by adding at
the end thereof a new subsection to read as follows:

“(i) Foreign personal holding companies and their shareholders—
Supplement %’.” o :

Fb) Section 22 of such Act is amended by adding at the end thereof
a new subsection to read as follows:

“(g) Foreran PrrsoNar Horpine Companies.—For provisions relat-
ing to gross income of foreign personal holding companies and of
their shareholders, see section 834.” .

(c) Section 54 of such Act is amended by adding at the end thereof
3 new subsection to read as follows:

“(e) ForeicN PrersoNnarL Howpine Companies.—For information
returns by officers, directors, and large shareholders, with respect to
foreign personal holding companies, see sections 338, 339, and 341.
For information returns by attorneys, accountants, and so forth, as
to dforﬂa’s:ion, and so forth, of foreign corporations, see sections 340
and 341. :

(d) Such Act is amended by adding after section 150 a new section
to read as follows:

“SEC. 151. FOREIGN PERSONAL HOLDING COMPANIES.

“For information returns by officers, directors, and large share-
holders, with respect to foreign personal holding companies, see sec-
tions 338, 339, and 341. For information returns by attorneys,
accountants, and so forth, as to formation, and so forth, of foreign
corporations, see sections 340 and 341.”

?:)) Section 145 of such Act is amended by adding at the end thereof
a new subsection to read as follows:

“(d) For penalties for failure to file information returns with
respect to foreign personal holding companies and foreign corpora-
tions, see section 341.”
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TITLE II—DISALLOWED DEDUCTIONS o o hction

SEC. 301. DISALLOWED DEDUCTIONS.

(a) Section 24 (a) of the Revenue Act of 1936 is amended to read 4 Stat. 1662.
as follows:

“(a) GeneraL Ruie~—In computing net income no deduction el rule, items
shall in any case be allowed in respect of— )
“%1 Personal, living, or family expenses;

“(2) Any amount paid out for new buildings or for perma-
nent Improvements or betterments made to increase the value
of any property or estate;

“(3) Anf1 amount expended in restoring property or in mak-
ing good the exhaustion thereof for which an allowance is or
has made;

“(4) Premiums paid on any life insurance policy covering
the life of any officer or employee, or of any person financially
interested in any trade or business carried on by the taxpayer,
when the taxpayer is directly or indirectly a beneficiary under
such policy; or .

“(5§ Any amount otherwise allowable as a deduction which
is allocable to one or more classes of income other than interest
(whether or not any amount of income of that class or classes
is received or accrued) wholly exempt from the taxes imposed
by this title. :

“(b) Losses FrRoM SALES OR EXCHANGES OF PROPERTY.— oxchaneos of Bropecty

“(1) Losses p1SALLOWED.—In computing net income no deduc- — Losses disallowed. -
tion shall in any case be allowed in resglect of losses from sales
or exchanges of property, directly or indirectly— )

“(A) Between members of a family, as defined in para-
graph (2) (D); - el

“(B) Except in the case of distributions in liquidation,
between an individual and a corporation more than 50 per
centum in value of the outstanding stock of which is owned,
directly or indirectly, by or for such individual; .

“(C) Except in the case of distributions in liquidation,
between two corporations more than 50 per centum in value
of the outstanding stock of each of which is owmed by or
for the same individual, if— . b

“S.) Either one of such corporations, with respect
to the taxable year (if beginning after December 31,
1935) of the corporation preceding the date of the sale
or exchange, was a personal holding company as defined
in section 352, or o

« tS:ili) Either one of such corporations, with respect
to the taxable {lear (if not beginning more than 12
months before the date of the epactment of the Reve-
nue Act of 1937) of the corporation preceding the date
of the sale or exchange, was a foreign personal holding
company a8 defined in section 831; y

“(D) Between a grantor and a fiduciary of any trust;

“(E) Between the fiduciary of a trust and the fiduciary

of another trust, if the same person is a grantor with respect

to each trust; or e I .
“(F) Between a fiduciary of a trust and a beneficiary of

such trust. ‘
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“(2) STOCE OWNERSHIP, FAMILY, AND PARTNERSHIP RULE.—For
the purposes of determining, in applying paragraph (1), the
ownership of stock—

“(A) Stock owned, directly or indirectly, by or for a cor-

oration, partnership, estate, or trust, shall be considered as
geing owned proportionately by or for its shareholders,
partners, or beneficiaries;

“(B) An individual shall be considered as owning the
stock owned, directly or indirectly, by or for his familf';

“(C) An individual owning (otherwise than by the appli-
cation of subparagraph (B)) any stock in a corporation
shall be considered as owning the stock owned, directly or
indirectly, by or for his partner;

“(D) The family of an individual shall include only his
brothers and sisters (whether by the whole or half blood),
spouse, ancestors, and lineal descendants; and

“(Es Constructive Ownership as Actual Ownership.—
Stock constructively owned by a person by reason of the
application of subparagraph A% shall, for the purpose of
applying subparagraph (A), (B), or (C), be treated as
actually owned by such person, but stock constructively
owned by an individual by reason of the application of sub-

araﬁraph (B) or (C) shall not be treated as owned by him

or the purpose of again applying either of such subpara-
graphs in order to make another the constructive owner of
fhk -
3) SPECIAL RULE FOR YEAR 1936.—In applying paragrap
(1) (C) (i) in a case where the preceding tgxa{)legyear t}%:rein
referred to began in the calendar year 1936, the determination
as to whether the corporation was a foreign personal holding
company shall be made under section 351 (b) (1) before the
a;nend,xznent of Title IA made by section 1 of the Revenue Act
of 1937. ‘

« éc) Uxepam Exrenses anp INTerest—In computing net income
no deduction shall be allowed in respect of expenses incurred under
section 23 (a) or interest accrued under section 28 (b)—

“%) If not paid within the taxable year or within two and
one half months after the close thereof; and

“(2) If, by reason of the method of accounting of the person
to whom the pafmqnt is to be made, the amount thereof 1s not,
unless paid, includible in the s income of such person for
the taxable year in which or with which the taxable year of the
taxpayer ends; and

“(8) If, at the close of the taxable year of the taxpayer or at
any time within two and one half months thereafter, both the
taxpayer and the person to whom the payment is to be made are

rsons between whom losses would be disallowed under section

).”

{b) -éection 24 (b) and section 24 (c) of the Revenue Act of
1938, as in force prior to the amendment to section 24 made by sub-
section (a) of this section, are amended by striking out “(b)” and
“(¢)” and inserting in lieu thereof “(d)” and “(e)”.

SEC. 302. EFFECTIVE DATES.

The amendments made by this title shall apply only with respect

to taxable years beginning after December 31, 1936.
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TITLE IV—TRUSTS

SEC. 401. DENIAL OF PERSONAL EXEMPTION TO TRUSTS.

Section 163 (a) of the Revenue Act of 1936 is amended to read as
follows:

“(a) Creprrs oF EstaTE OR TRUST.—

“(1) For the purpose of the normal tax and the surtax an
estate or trust shall be allowed the same personal exemption as
is allowed to a single person under section 25 (b) (1), except
that no exemption shall be allowed a trust if the trust instrument
requires or permits the accumulation of any portion of the

income of the trust and there is not distributed an amount equal
to the net income. For the purposes of this paragraph the term
“net income” does not include amounts included in gross income
which, under the law of the jurisdiction under which the trust
is administered, cannot (even if permitted or required by the
trust instrument to be considered as income) be considered as
income and are not distributable.

“(2) If no part of the income of the estate or trust is included
in computing the net income of any legatee, heir, or beneficiary,
then the estate or trust shall be allowed the same credits against
net income for interest as are allowed by section 25 (a).”

SEC. 402. FIDUCIARY RETURNS.

Section 142 (a) of the Revenue Act of 1936 is amended to read as
follows:

“(a) RequireMENT OF ReTURN.—Every fiduciary (except a
receiver appointed by authority of law in possession of part only of
the property of an individual) shall make under oath a return for
any of the following indiyiduals, estates, or trusts for which he acts,
stating specifically the items of gross income thereof and the deduc-
tions and credits allowed under this title and such other informa-
tion for the purpose of carrying out the provisions of this title as
the Commissioner with the approval of the Secretary may by regu-
lations “prescribe—

(1) Every individual having a net income for the taxable
year of $1,000 or over, if single, or if married and not living
with husband or wife;

“(2) Every individual having a net income for the taxable
ye:z:zfr of $2,500 or over, if married and living with husband or
wife;

“(8) Every individual having a gross income for the taxable
year of $5,000 or over, regardless of the amount of his net
income;

“(4) (A) Every estate, and every trust entitled to the per-
sonal exemption allowed by section 163 (a) (1), the net income
of which for the taxable year is $1,000 or over.

“(B) Every trust, not entitled to a personal exemption
under section 163 (a) (1), which has a net income for the
taxable year.

“( 5? Every estate or trust the gross income of which for the
taxable year is $5,000 or over, regardless of the amount of the
net income;

“(6) Every estate or trust of which any beneficiary is a
nonresident alien; and

“(7) Regardless of the amount of the gross or net income,
every trust, though having no net income, which would have a
net income if distributions had not been made which under the
terms of the trust instrument were in the discretion of the
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trustee or conditioned upon a contingency; but subject to such

conditions, limitations, and exceptions and under such regu-

lations as may be prescribed by the Commissioner, with the

approval of the Secretary, a fiduciary required by this para-
aph to file a return may be exempted from the requirement of
ling such return.”

SEC. 403. EFFECTIVE DATES.

The amendments made by this title shall apply only with respect
to taxable years beginning after December 81, 1936.

TITLE V—NONRESIDENT ALIEN INDIVIDUALS

SEC. 501, TAX ON NONRESIDENT ALIEN INDIVIDUALS.

(a) Section 211 (a) of the Revenue Act of 1936 is amended by
adding at the end thereof a new sentence to read as follows: “The
tax imposed by this subsection shall not apply to any individual if the
aggregate amount received during the taxable year from the sources
above specified is more than $21,600.”

(b) Section 211 of the Revenue Act of 1936 is further amended
by adding at the end thereof a new subsection to read as follows:

“(c) No Unrrep States Business orR OFrFIcE AND GRross INCOME oF
More THAN $21,600.—A nonresident alien individual not engaged in
trade or business within the United States and not having an office
or place of business therein who has a gross income for any taxable
year of more than $21,600 from the sources specified in subsection

a), shall be taxable without regard to the provisions of subsection
8), except that—
“(1) The gross income shall include only income from the
sources specified in subsection (a); and
“(2) . The deductions (other than the so-called ‘charitable
deduction’ provided in section 213 (c)) shall be allowed only if
and to the extent that they are properly allocable to the gross
income from the sources speciﬁe(f in subsection (a); and
“(8) The aggregate of the normal and surtax under sections
11 and 12 shall, in no case, be less than 10 per centum of the
oss income from the sources specified in subsection (a).”

(c) The amendments made by subsections (2) and (b)—

(1) Shall apply only to taxable years beginning after Decem-
ber 31, 1936; and

(2) Shall not apply to a resident of a contiguous country so
long as there is in effect a treaty with such country (ratified
prior to the date of the enactment of this Act) under which
rates of tax under section 211 (a), prior to its amendment by
subsection (a), were reduced.

TITLE VI—MISCELLANEOUS

SEC. 601. CORPORATIONS EXCEPTED FROM SECTION 102.

(a) Section 102 (a) of the Revenue Act of 1936 is amended by
striking out “(other than a personal holding company as defined in
section 351)” and inserting I lieu thereof *(except as provided in
subsection (f))”.

(b) Such section 102 is further amended by adding at the end
thereof a new subsection to read as follows:

“(f) CorroraTions Excrprep.~—This section shall not apply to any
corporation—

“(1) With respect to a taxable year beginning after December
31,1936, if the corporation is with respect to suci year a personal
hoiding company as defined in section 352, '
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“(2) With respect to a taxable year beginning before January
1, 1987, if the corporation is with respect to such year a personal
holding company as defined in section 351 (b) (1) before the
amendment of Title IA by section 1 of the Revenue Act of 1937.

“(3) With respect to a taxable year ending after the date of
the enactment of the Revenue Act of 1937, if the corporation
is with respect to such year a foreign personal holding company
as defined in section 331.”

SEC. 602. MUTUAL INVESTMENT COMPANIES.

(a) Section 48 (e) (1) of the Revenue Act of 1936 is amended by
striking out “other than a personal holding company as defined in
section 351” and inserting in lieu thereof “except as provided in
paragraph (3)".

(b) Such section 48 (e) is further amended by adding at the end
of such subsection a new paragraph to read as follows:

“(8) CorporaTIONS EXCEPTED.—This section shall not apply
to any corporation— '

“(A) With respect to a taxable year beginning after
December 31, 1936, if the corporation is with respect to such
year a personal holding company as defined in section 352.

“(B) With respect to a taxable year beginning before
January 1, 1937, if the corporation 1s with respect to such
year a personal holding company as defined in section 351
(b) (1) before the amendment of Title IA by section 1 of
the Revenue Act of 1937. :

“(C) With respect to a taxable year ending after the
date of the enactment of the Revenue Act of 1937, if the
corporation is with resgct to such year a foreign personal
holding company as defined in section 331.”

SEC. 603. SEPARABILITY CLAUSE. .
If any provision of this Act, or the application thereof to any
erson or circumstances, is held invalid, the remainder of the Act,
and the application of such provisions to other persons or circum-
stances, shall not be affected thereby. ~ :
Approved, August 26, 1937, 10 a. m. "

{CHAPTER 816]
JOINT RESOLUTION

Providing for participation by the United States in the Pan American Exposition
to be held in Tampa, Florida, in the year 1939 in commemoration of the four-
hundredth anniversary of the landing of Hernando De Soto in Tampa Bay,
and for other purposes, : \ ~

Resolved by the Senate and House of Representatives of the United
States of America in Congress assembled, That the President of the
United States be, and he is hereby, authorized and respectfully
requested by proclamation, or in such manner as he may deem proper,
to invite foreign countries to an exposition to be held in Tampa,
Florida, to be known as the “Pan erican Exposition”, in com-
memoration of the four-hundredth anniversary of the landing of
Hernando De Soto in Tampa Bay, under the auspices and on the
grounds of the Florida Fair and Gasparilla Association, Incorpo-
rated, in the year 1939, with a request that they participate therein.

Sgo. 2. That there is hereby created a Federal commissioner for
such Pan American Exposition, said commissioner to be appointed
by the President upon the nomination of the Secretary of Commerce,
who shall select for this pur an official of his Department who
has had experience in and is familiar with the preparation and man-
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