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SEC. 9. That the provisions of this Act shall also apply to all 
deposits of potassium salts in the lands of the United States which 
may have been or may be disposed of under laws reserving to the 
United States the potassium deposits with the right to prospect for, 
drill, mine, and remove the same, subject to such conditions as to 
the use and occupancy of the surface as are or may hereafter be 
provided by law. 

SEC. 10. That all moneys received from royalties and rentals under 
the provisions of this Act, excepting those from Alaska, shall be paid 
into, reserved, and appropriated as a part of the reclamation fund 
created by the Act of Congress approved June seventeenth, nineteen 
hundred and two, known as the reclamation Act, but after use thereof 
in the construction of reclamation works and upon return to the 
reclamation fund of any such moneys in the manner provided by the 
reclamation Act and Acts amendatory thereof and supplemental 
thereto, fifty per centum of the amounts derived from such royalties 
and rentals, so utilized in and returned to the reclamation fund shall 
be paid by the Secretary of the Treasury after the expiration of each 
fiscal year to the State within the boundaries of which the leased 
lands or deposits are or were located, said moneys to be used by such 
State or subdivisions thereof for the construction and maintenance 
of public roads or for the support of public schools. 

SEC. 11. That the Secretary of the Interior is authorized to pre- 
scribe necessary and proper rules and regulations and to do any and 
all things necessary to carry out and accomplish the purposes of this 
Act.  

SEC. 12. That the deposits herein referred to, in lands valuable for 
such minerals, shall be subject to disposition only in the form and 
manner provided in this Act, except as to valid claims existent at 
date of the passage of this Act and thereafter maintained in compli- 
ance with the laws under which initiated, which claims may be per- 
fected under such laws: Provided, That nothing in this Act shall be 
construed or held to affect the rights of the States or other local 
authority to exercise any rights which they may have to levy and 
collect taxes upon improvements, output of mines, or other rights, 
property, or assets of any lessee. 

SEC. 13. That the Secretary of the Interior is hereby authorized 
and directed to incorporate in every lease issued under the provisions 
of this Act a provision reserving to the President the right to regulate 
the price of all mineral extracted and sold from the leased premises, 
which stipulation shall specifically provide that the price or prices 
fixed shall be such as to yield a fair and reasonable return to the 
lessee upon his investment and to secure to the consumer any of such 
products at the lowest price reasonable and consistent with the fore- 
going: Provided, That such lease issued under this Act shall also 
stipulate that the President shall have authority to so regulate the 
disposal of the potassium products produced under such lease as to 
secure its distribution and use wholly within the limits of the United 
States or its possessions. 

Approved, October 2, 1917. 

CHAP. 63.—An Act To provide revenue to defray war expenses, and for other 
purposes. 

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

TITLE I.—WAR  INCOME  TAX. 

SECTION 1. That in addition to the normal tax imposed by subdi- 
vision (a) of section one of the Act entitled "An Act to increase the 
revenue, and for other purposes," approved September eighth, nine- 
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teen hundred and sixteen, there shall be levied, assessed, collected, 
and paid a like normal tax of two per centum upon the income of 
every individual, a citizen or resident of the United States, received 
in the calendar year nineteen hundred and seventeen and every 
calendar year thereafter. 

SEC. 2. That in addition to the additional tax imposed by subdi- 
vision (b) of section one of such Act of September eighth, nineteen 
hundred and sixteen, there shall be levied, assessed, collected, and 
paid a like additional tax upon the income of every individual 
received in the calendar year nineteen hundred and seventeen and 
every calendar year thereafter, as follows: 

One per centum per annum upon the amount by which the total 
net income exceeds $5,000 and does not exceed $7,500; 

Two per centum per annum upon the amount by which the total 
net income exceeds $7,500 and does not exceed $10,000; 

Three per centum per annum upon the amount by which the total 
net income exceeds $10,000 and does not exceed $12,500; 

Four per centum per annum upon the amount by which the total 
net income exceeds $12,500 and does not exceed $15,000; 

Five per centum per annum upon the amount by which the total 
net income exceeds $15,000 and does not exceed $20,000; 

Seven per centum per annum upon the amount by which the total 
net income exceeds $20,000 and does not exceed $40,000; 

Ten per centum per annum upon the amount by which the total 
net income exceeds $40,000 and does not exceed $60,000; 

Fourteen per centum per annum upon the amount by which the 
total net income exceeds $60,000 and does not exceed $80,000; 

Eighteen per centum per annum upon the amount by which the 
total net income exceeds $80,000 and does not exceed $100,000; 

Twenty-two per centum per annum upon the amount by which 
the total net income exceeds $100,000 and does not exceed $150,000; 

Twenty-five per centum per annum upon the amount by which 
the total net income exceeds $150,000 and does not exceed $200,000; 

Thirty per centum per annum upon the amount by which the total 
net income exceeds $200,000 and does not exceed $250,000; 

Thirty-four per centum per annum upon the amount by which 
the total net income exceeds $250,000 and does not exceed $300,000; 

Thirty-seven per centum per annum upon the amount by which 
the total net income exceeds $300,000 and does not exceed $500,000; 

Forty per centum per annum upon the amount by which the total 
net income exceeds $500,000 and does not exceed $750,000. 

Forty-five per centum per annum upon the amount by which the 
total net income exceeds $750,000 and does not exceed $1,000,000. 

Fifty per centum per annum upon the amount by which the total 
net income exceeds $1,000,000. 

SEC. 3. That the taxes imposed by sections one and two of this 
Act shall be computed, levied, assessed, collected, and paid upon the 
same basis and in the same manner as the similar taxes imposed by 
section one of such Act of September eighth, nineteen hundred and 
sixteen, except that in the case of the tax imposed by section one of 
this Act (a) the exemptions of $3,000 and $4,000 provided in section 
seven of such Act of September eighth, nineteen hundred and sixteen, 
as amended by this Act, shall be, respectively, $1,000 and $2,000, and 
(b) the returns required under subdivisions (b) and (c) of section 
eight of such Act as amended by this Act shall be required in the case 
of net incomes of $1,000 or over, in the case of unmarried persons, 
and $2,000 or over in the case of married persons, instead of $3,000 
or over, as therein provided, and (c) the provisions of subdivision (c) 
of section nine of such Act, as amended by this Act, requiring the 
normal tax of individuals on income derived from interest to be 
deducted and withheld at the source of the income shall not apply to 
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the new two per centum normal tax prescribed in section one of this 
Act until on and after January first, nineteen hundred and eighteen, 
and thereafter only one two per centum normal tax shall be deducted 
and withheld at the source under the provisions of such subdivision 
(c), and any further normal tax for which the recipient of such income 
is liable under this Act or such Act of September eighth, nineteen 
hundred and sixteen, as amended by this Act, shall be paid by such 
recipient. 

SEC. 4. That in addition to the tax imposed by subdivision (a) of 
section ten of such Act of September eighth, nineteen hundred and 
sixteen, as amended by this Act, there shall be levied, assessed, 
collected, and paid a like tax of four per centum upon the income 
received in the calendar year nineteen hundred and seventeen and 
every calendar year thereafter, by every corporation, joint-stock 
company or association, or insurance company, subject to the tax 
imposed by that subdivision of that section, except that if it has 
fixed its own fiscal year, the tax imposed by this section for the 
fiscal year ending during the calendar year nineteen hundred and 
seventeen shall be levied, assessed, collected, and paid only on that 
proportion of its income for such fiscal year which the period between 
January first, nineteen hundred and seventeen, and the end of such 
fiscal year bears to the whole of such fiscal year. 

The tax imposed by this section shall be computed, levied, assessed, 
collected, and paid upon the same incomes and in the same manner 
as the tax imposed by subdivision (a) of section ten of such Act of 
September eighth, nineteen hundred and sixteen, as amended by 
this Act, except that for the purpose of the tax imposed by this 
section the income embraced in a return of a corporation, joint-stock 
company or association, or insurance company, shall be credited 
with the amount received as dividends upon the stock or from the 
net earnings of any other corporation, joint-stock company or asso- 
ciation, or insurance company, which is taxable upon its net income 
as provided in this title. 

SEC. 5. That the provisions of this title shall not extend to Porto 
Rico or the Philippine Islands, and the Porto Rican or Philippine 
Legislature shall have power by due enactment to amend, alter, 
modify, or repeal the income tax laws in force in Porto Rico or the 
Philippine Islands, respectively. 

TITLE II.—WAR  EXCESS  PROFITS  TAX. 

SEC. 200. That when used in this title— 
The term "corporation" includes joint-stock companies or asso- 

ciations and insurance companies; 
The term "domestic" means created under the law of the United 

States, or of any State, Territory, or District thereof, and the term 
"foreign" means created under the law of any other possession of 
the United States or of any foreign country or government; 

The term "United States" means only the States, the Territories 
of Alaska and Hawaii, and the District of Columbia; 

The term "taxable year" means the twelve months ending Decem- 
ber thirty-first, excepting in the case of a corporation or partnership 
which has fixed its own fiscal year, in which case it means such fiscal 
year. The first taxable year shall be the year ending December 
thirty-first, nineteen hundred and seventeen, except that in the case 
of a corporation or partnership which has fixed its own fiscal year, it 
shall be the fiscal year ending during the calendar year nineteen 
hundred and seventeen. If a corporation or partnership, prior to 
March first, nineteen hundred and eighteen, makes a return covering 
its own fiscal year, and includes therein the income received during 
that part of the fiscal year falling within the calendar year nineteen 
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hundred and sixteen, the tax for such taxable year shall be that pro- 
portion of the tax computed upon the net income during such full 
fiscal year which the time from January first, nineteen hundred and 
seventeen, to the end of such fiscal year bears to the full fiscal year; 
and 

The term "prewar period" means the calendar years nineteen 
hundred and eleven, nineteen hundred and twelve, and nineteen 
hundred and thirteen, or, if a corporation or partnership was not in 
existence or an individual was not engaged in a trade or business 
during the whole of such period, then as many of such years during 
the whole of which the corporation or partnership was in existence 
or the individual was engaged in the trade or business. 

The terms "trade" and "business" include professions and occu- 
pations. 

The term "net income" means in the case of a foreign corporation 
or partnership or a nonresident alien individual, the net income re- 
ceived from sources within the United States. 

SEC. 201. That in addition to the taxes under existing law and 
under this act there shall be levied, assessed, collected, and paid for 
each taxable year upon the income of every corporation, partnership, 
or individual, a tax (hereinafter in this title referred to as the tax) 
equal to the following percentages of the net income: 

Twenty per centum of the amount of the net income in excess of the 
deduction (determined as hereinafter provided) and not in excess of 
fifteen per centum of the invested capital for the taxable year; 

Twenty-five per centum of the amount of the net income in excess 
of fifteen per centum and not in excess of twenty per centum of such 
capital; 

Thirty-five per centum of the amount of the net income in excess 
of twenty per centum and not in excess of twenty-five per centum of 
such capital; 

Forty-five per centum of the amount of the net income in excess 
of twenty-five per centum and not in excess of thirty-three per 
centum of such capital; and 

Sixty per centum of the amount of the net income in excess of 
thirty-three per centum of such capital. 

For the purpose of this title every corporation or partnership not 
exempt under the provisions of this section shall be deemed to be 
engaged in business, and all the trades and businesses in which it is en- 
gaged shall be treated as a single trade or business, and all its income 
from whatever source derived shall be deemed to be received from 
such trade or business. 

This title shall apply to all trades or businesses of whatever de- 
scription, whether continuously carried on or not, except—  

(a) In the case of officers and employees under the United States, 
or any State, Territory, or the District of Columbia, or any local sub- 
division thereof, the compensation or fees received by them as such 
officers or employees; 

(b) Corporations exempt from tax under the provisions of section 
eleven of Title I of such Act of September eighth, nineteen hundred 
and sixteen, as amended by this Act, and partnerships and individuals 
carrying on or doing the same business, or coming within the same 
description; and 

(c) Incomes derived from the business of life, health, and accident 
insurance combined in one policy issued on the weekly premium pay- 
ment plan. 

SEC. 202. That the tax shall not be imposed in the case of the trade 
or business of a foreign corporation or partnership or a nonresident 
alien individual, the net income of which trade or business during 
the taxable year is less than $3,000. 
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SEC. 203. That for the purposes of this title the deduction shall be 
as follows, except as otherwise in this title provided— 

(a) In the case of a domestic corporation the sum of (1) an amount 
equal to the same percentage of the invested capital for the taxable 
year which the average amount of the annual net income of the trade 
or business during the prewar period was of the invested capital for 
the prewar period (but not less than seven or more than nine per 
centum of the invested capital for the taxable year), and (2) $3,000; 

(b) In the case of a domestic partnership or of a citizen or resident 
of the United States, the sum of (1) an amount equal to the same 
percentage of the invested capital for the taxable year which the 
average amount of the annual net income of the trade or business 
during the prewar period was of the invested capital for the prewar 
period (but not less than seven or more than nine per centum of the 
invested capital for the taxable year), and (2) $6,000; 

(c) In the case of a foreign corporation or partnership or of a 
nonresident alien individual, an amount ascertained in the same 
manner as provided in subdivisions (a) and (b) without any exemp- 
tion of $3,000 or $6,000. 

(d) If the Secretary of the Treasury is unable satisfactorily to 
determine the average amount of the annual net income of the trade 
or business during the prewar period, the deduction shall be deter- 
mined in the same manner as provided in section two hundred and 
five. 

SEC. 204. That if a corporation or partnership was not in existence, 
or an individual was not engaged in the trade or business, during the 
whole of any one calendar year during the prewar period, the deduc- 
tion shall be an amount equal to eight per centum of the invested 
capital for the taxable year, plus in the case of a domestic corporation 
$3,000, and in the case of a domestic partnership or a citizen or 
resident of the United States $6,000. 

A trade or business carried on by a corporation, partnership, or 
individual, although formally organized or reorganized on or after 
January second, nineteen hundred and thirteen, which is substan- 
tially a continuation of a trade or business carried on prior to that 
date, shall, for the purposes of this title, be deemed to have been in 
existence prior to that date, and the net income and invested capital 
of its predecessor prior to that date shall be deemed to have been its 
net income and invested capital. 

SEC. 205. (a) That if the Secretary of the Treasury, upon complaint 
finds either (1) that during the prewar period a domestic corporation 
or partnership, or a citizen or resident of the United States, had no 
net income from the trade or business, or (2) that during the prewar 
period the percentage, which the net income was of the invested 
capital, was low as compared with the percentage, which the net 
income during such period of representative corporations, partner- 
ships, and individuals, engaged in a like or similar trade or business, 
was of their invested capital, then the deduction shall be the sum 
of (1) an amount equal to the same percentage of its invested capital 
for the taxable year which the average deduction (determined in the 
same manner as provided in section two hundred and three, without 
including the $3,000 or $6,000 therein referred to) for such year of 
representative corporations, partnerships, or individuals, engaged in 
a like or similar trade or business, is of their average invested capital 
for such year plus (2) in the case of a domestic corporation $3,000, 
and in the case of a domestic partnership or a citizen or resident of the 
United States $6,000. 

The percentage which the net income was of the invested capital 
in each trade or business shall be determined by the Commissioner of 
Internal Revenue, in accordance with regulations prescribed by him, 
with the approval of the Secretary of the Treasury. In the case of a 
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corporation or partnership which has fixed its own fiscal year, the 
percentage determined by the calendar year ending during such fiscal 
year shall be used. 

(b) The tax shall be assessed upon the basis of the deduction deter- 
mined as provided in section two hundred and three, but the taxpayer 
claiming the benefit of this section may at the time of making the 
return file a claim for abatement of the amount by which the tax so 
assessed exceeds a tax computed upon the basis of the deduction 
determined as provided in this section. In such event, collection of 
the part of the tax covered by such claim for abatement shall not be 
made until the claim is decided, but if in the judgment of the Com- 
missioner of Internal Revenue, the interests of the United States 
would be jeopardized thereby he may require the claimant to give 
a bond in such amount and with such sureties as the commissioner 
may think wise to safeguard such interests, conditioned for the pay- 
ment of any tax found to be due, with the interest thereon, and if 
such bond, satisfactory to the commissioner, is not given within such 
time as he prescribes, the full amount of tax assessed shall be col- 
lected and the amount overpaid, if any, shall upon final decision of 
the application be refunded as a tax erroneously or illegally collected. 

SEC. 206. That for the purposes of this title the net income of a 
corporation shall be ascertained and returned (a) for the calendar 
years nineteen hundred and eleven and nineteen hundred and twelve 
upon the same basis and in the same manner as provided in section 
thirty-eight of the Act entitled "An Act to provide revenue, equalize 
duties, and encourage the industries of the United States, and for 
other purposes," approved August fifth, nineteen hundred and nine, 
except that income taxes paid by it within the year imposed by the 
authority of the United States shall be included; (b) for the calendar 
year nineteen hundred and thirteen upon the same basis and in the 
same manner as provided in section II of the Act entitled "An Act 
to reduce tariff duties and to provide revenue for the Government, 
and for other purposes," approved October third, nineteen hundred 
and thirteen, except that income taxes paid by it within the year 
imposed by the authority of the United States shall be included, and 
except that the amounts received by it as dividends upon the stock 
or from the net earnings of other corporations, joint-stock companies 
or associations, or insurance companies, subject to the tax imposed 
by section II of such Act of October third, nineteen hundred and 
thirteen, shall be deducted; and (c) for the taxable year upon the 
same basis and in the same manner as provided in Title I of the Act 
entitled "An Act to increase the revenue, and for other purposes," 
approved September eighth, nineteen hundred and sixteen, as 
amended by this Act, except that the amounts received by it as 
dividends upon the stock or from the net earnings of other corpora- 
tions, joint-stock companies or associations, or insurance companies, 
subject to the tax imposed by Title I of such Act of September 
eighth, nineteen hundred and sixteen, shall be deducted. 

The net income of a partnership or individual shall be ascertained 
and returned for the calendar years nineteen hundred and eleven, 
nineteen hundred and twelve, and nineteen hundred and thirteen, 
and for the taxable year, upon the same basis and in the same manner 
as provided in Title I of such Act of September eighth, nineteen hun- 
dred and sixteen, as amended by this Act, except that the credit 
allowed by subdivision (b) of section five of such Act shall be de- 
ducted. There shall be allowed (a) in the case of a domestic part- 
nership the same deductions as allowed to individuals in subdivision 
(a) of section five of such Act of September eighth, nineteen hundred 
and sixteen, as amended by this Act; and (b) in the case of a foreign 
partnership the same deductions as allowed to individuals in sub- 
division (a) of section six of such Act as amended by this Act. 
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SEC. 207. That as used in this title, the term "invested capital" 
for any year means the average invested capital for the year, as de- 
fined and limited in this title, averaged monthly. 

As used in this title "invested capital" does not include stocks, 
bonds (other than obligations of the United States), or other assets, 
the income from which is not subject to the tax imposed by this title, 
nor money or other property borrowed, and means, subject to the 
above limitations: 

(a) In the case of a corporation or partnership: (1) Actual cash 
paid in, (2) the actual cash value of tangible property paid in other 
than cash, for stock or shares in such corporation or partnership, at 
the time of such payment (but in case such tangible property was 
paid in prior to January first, nineteen hundred and fourteen, the 
actual cash value of such property as of January first, nineteen hun- 
dred and fourteen, but in no case to exceed the par value of the 
original stock or shares specifically issued therefor), and (3) paid in 
or earned surplus and undivided profits used or employed in the busi- 
ness, exclusive of undivided profits earned during the taxable year: 
Provided, That (a) the actual cash value of patents and copyrights 
paid in for stock or shares in such corporation or partnership, at the 
time of such payment, shall be included as invested capital, but not 
to exceed the par value of such stock or shares at the time of such 
payment, and (b) the good will, trade-marks, trade brands, the 
franchise of a corporation or partnership, or other intangible prop- 
erty, shall be included as invested capital if the corporation or part- 
nership made payment bona fide therefor specifically as such in cash 
or tangible property, the value of such good will, trade-mark, trade 
brand, franchise, or intangible property, not to exceed the actual 
cash or actual cash value of the tangible property paid therefor at 
the time of such payment; but good will, trade-marks, trade brands, 
franchise of a corporation or partnership, or other intangible prop- 
erty, bona fide purchased, prior to March third, nineteen hundred 
and seventeen, for and with interests or shares in a partnership or for 
and with shares in the capital stock of a corporation (issued prior to 
March third, nineteen hundred and seventeen), in an amount not to 
exceed, on March third, nineteen hundred and seventeen, twenty 
per centum of the total interests or shares in the partnership or of 
the total shares of the capital stock of the corporation, shall be in- 
cluded in invested capital at a value not to exceed the actual cash 
value at the time of such purchase, and in case of issue of stock 
therefor not to exceed the par value of such stock; 

(b) In the case of an individual, (1) actual cash paid into the trade 
or business, and (2) the actual cash value of tangible property paid 
into the trade or business, other than cash, at the time of such pay- 
ment (but in case such tangible property was paid in prior to January 
first, nineteen hundred and fourteen, the actual cash value of such 
property as of January first, nineteen hundred and fourteen), and (3) 
the actual cash value of patents, copyrights, good will, trade-marks, 
trade brands, franchises, or other intangible property, paid into the 
trade or business, at the time of such payment, if payment was 
made therefor specifically as such in cash or tangible property, not 
to exceed the actual cash or actual cash value of the tangible prop- 
erty bona fide paid therefor at the time of such payment. 

In the case of a foreign corporation or partnership or of a non- 
resident alien individual the term "invested capital" means that 
proportion of the entire invested capital, as defined and limited in 
this title, which the net income from sources within the United States 
bears to the entire net income. 

SEC. 208. That in case of the reorganization, consolidation or 
change of ownership of a trade or business after March third, nine- 
teen hundred and seventeen, if an interest or control in such trade 
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or business of fifty per centum or more remains in control of the 
same persons, corporations, associations, partnerships or any of 
them, then in ascertaining the invested capital of the trade or business 
no asset transferred or received from the prior trade or business shall 
be allowed a greater value than would have been allowed under this 
title in computing the invested capital of such prior trade or business 
if such asset had not been so transferred or received, unless such 
asset was paid for specifically as such, in cash or tangible property, 
and then not to exceed the actual cash or actual cash value of the 
tangible property paid therefor at the time of such payment. 

SEC. 209. That in the case of a trade or business having no invested 
capital or not more than a nominal capital there shall be levied, 
assessed, collected and paid, in addition to the taxes under existing 
law and under this Act, in lieu of the tax imposed by section two 
hundred and one, a tax equivalent to eight per centum of the net 
income of such trade or business in excess of the following deduc- 
tions: In the case of a domestic corporation $3,000, and in the case 
of a domestic partnership or a citizen or resident of the United 
States $6,000; in the case of all other trades or business, no deduction. 

SEC. 210. That if the Secretary of the Treasury is unable in any 
case satisfactorily to determine the invested capital, the amount of 
the deduction shall be the sum of (1) an amount equal to the same 
proportion of the net income of the trade or business received during 
the taxable year as the proportion which the average deduction 
(determined in the same manner as provided in section two hundred 
and three, without including the $3,000 or $6,000 therein referred to) 
for the same calendar year of representative corporations, partner- 
ships, and individuals, engaged in a like or similar trade or business, 
bears to the total net income of the trade or business received by 
such corporations, partnerships, and individuals, plus (2) in the case 
of a domestic corporation $3,000, and in the case of a domestic 
partnership or a citizen or resident of the United States $6,000. 

For the purpose of this section the proportion between the deduc- 
tion and the net income in each trade or business shall be determined 
by the Commissioner of Internal Revenue in accordance with regula- 
tions prescribed by him, with the approval of the Secretary of the 
Treasury. In the case of a corporation or partnership which has 
fixed its own fiscal year, the proportion determined for the calendar 
year ending during such fiscal year shall be used. 

SEC. 211. That every foreign partnership having a net income of 
$3,000 or more for the taxable year, and every domestic partnership 
having a net income of $6,000 or more for the taxable year, shall 
render a correct return of the income of the trade or business for the 
taxable year, setting forth specifically the gross income for such year, 
and the deductions allowed in this title. Such returns shall be 
rendered at the same time and in the same manner as is prescribed 
for income-tax returns under Title I of such Act of September eighth, 
nineteen hundred and sixteen, as amended by this Act. 

SEC. 212. That all administrative, special, and general provisions of 
law, including the laws in relation to the assessment, remission, col- 
lection, and refund of internal-revenue taxes not heretofore specifically 
repealed, and not inconsistent with the provisions of this title are 
hereby extended and made applicable to all the provisions of this 
title and to the tax herein imposed, and all provisions of Title I of such 
Act of September eighth, nineteen hundred and sixteen, as amended 
by this Act, relating to returns and payment of the tax therein im- 
posed, including penalties, are hereby made applicable to the tax 
imposed by this title. 

SEC. 213. That the Commissioner of Internal Revenue, with the 
approval of the Secretary of the Treasury, shall make all necessary 
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regulations for carrying out the provisions of this title, and may 
require any corporation, partnership, or individual, subject to the 
provisions of this title, to furnish him with such facts, data, and infor- 
mation as in his judgment are necessary to collect the tax imposed 
by this title. 

SEC. 214. That Title II (sections two hundred to two hundred and 
seven, inclusive) of the Act entitled "An Act to provide increased 
revenue to defray the expenses of the increased appropriations for the 
Army and Navy, and the extensions of fortifications, and for other 
purposes," approved March third, nineteen hundred and seventeen, 
is hereby repealed. 

Any amount heretofore or hereafter paid on account of the tax 
imposed by such Title II, shall be credited toward the payment of the 
tax imposed by this title, and if the amount so paid exceeds the 
amount of such tax the excess shall be refunded as a tax erroneously 
or illegally collected. 

Subdivision (1) of section three hundred and one of such Act of 
September eighth, nineteen hundred and sixteen, is hereby amended 
so that the rate of tax for the taxable year nineteen hundred and 
seventeen shall be ten per centum instead of twelve and one-half per 
centum, as therein provided. 

Subdivision (2) of such section is hereby amended to read as 
follows: 

"(2) This section shall cease to be of effect on and after January 
first, nineteen hundred and eighteen." 

TITLE III.—WAR  TAX  ON  BEVERAGES. 

SEC. 300. That on and after the passage of this Act there shall be 
levied and collected on all distilled spirits in bond at that time or 
that have been or that may be then or thereafter produced in or 
imported into the United States, except such distilled spirits as are 
subject to the tax provided in section three hundred and three, in 
addition to the tax now imposed by law, a tax of $1.10 (or, if with- 
drawn for beverage purposes or for use in the manufacture or produc- 
tion of any article used or intended for use as a beverage, a tax of 
$2.10) on each proof gallon, or wine gallon when below proof, and a 
proportionate tax at a like rate on all fractional parts of such proof 
or wine gallon, to be paid by the distiller or importer when withdrawn, 
and collected under the provisions of existing law. 

That in addition to the tax under existing law there shall be levied 
and collected upon all perfumes hereafter imported into the United 
States containing distilled spirits, a tax of $1.10 per wine gallon, and 
a proportionate tax at a like rate on all fractional parts of such wine 
gallon. Such tax shall be collected by the collector of customs and 
deposited as internal-revenue collections, under such rules and regu- 
lations as the Commissioner of Internal Revenue, with the approval 
of the Secretary of the Treasury, may prescribe. 

SEC. 301. That no distilled spirits produced after the passage of 
this Act shall be imported into the United States from any foreign 
country, or from the West Indian Islands recently acquired from 
Denmark (unless produced from products the growth of such islands, 
and not then into any State or Territory or District of the United 
States in which the manufacture or sale of intoxicating liquor is 
prohibited), or from Porto Rico, or the Philippine Islands. Under 
such rules, regulations, and bonds as the Secretary of the Treasury 
may prescribe, the provisions of this section shall not apply to dis- 
tilled spirits imported for other than (1) beverage purposes or (2) 
use in the manufacture or production of any article used or intended 
for use as a beverage. 
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Ten per centum of the amount by which such net estate exceeds 
$10,000,000. 

SEC. 901. That the tax imposed by this title shall not apply to the 
transfer of the net estate of any decedent dying while serving in the 
military or naval forces of the United States, during the continuance 
of the war in which the United States is now engaged, or if death 
results from injuries received or disease contracted in such service, 
within one year after the termination of such war. For the purposes 
of this section the termination of the war shall be evidenced by the 
proclamation of the President. 

TITLE X.—ADMINISTRATIVE  PROVISIONS. 

SEC. 1000. That there shall be levied, collected, and paid in the 
United States, upon articles coming into the United States from the 
West Indian Islands acquired from Denmark, a tax equal to the 
internal-revenue tax imposed in the United States upon like articles 
of domestic manufacture; such articles shipped from said islands to 
the United States shall be exempt from the payment of any tax im- 
posed by the internal-revenue laws of said islands: Provided, That 
there shall be levied, collected, and paid in said islands, upon articles 
imported from the United States, a tax equal to the internal-revenue 
tax imposed in said islands upon like articles there manufactured; 
and such articles going into said islands from the United States shall 
be exempt from payment of any tax imposed by the internal-revenue 
laws of the United States. 

SEC. 1001. That all administrative, special, or stamp provisions of 
law, including the law relating to the assessment of taxes, so far as 
applicable, are hereby extended to and made a part of this Act, and 
every person, corporation, partnership, or association liable to any 
tax imposed by this Act, or for the collection thereof, shall keep such 
records and render, under oath, such statements and returns, and 
shall comply with such regulations as the Commissioner of Internal 
Revenue, with the approval of the Secretary of the Treasury, may 
from time to time prescribe. 

SEC. 1002. That where additional taxes are imposed by this Act 
upon articles or commodities, upon which the tax imposed by exist- 
ing law has been paid, the person, corporation, partnership, or asso- 
ciation required by this Act to pay the tax shall, within thirty days 
after its passage, make return under oath in such form and under 
such regulations as the Commissioner of Internal Revenue with the 
approval of the Secretary of the Treasury shall prescribe. Payment 
of the tax shown to be due may be extended to a date not exceeding 
seven months from the passage of this Act, upon the filing of a bond 
for payment in such form and amount and with such sureties as the 
Commissioner of Internal Revenue, with the approval of the Secre- 
tary of the Treasury, may prescribe. 

SEC. 1003. That in all cases where the method of collecting the 
tax imposed by this Act is not specifically provided, the tax shall be 
collected in such manner as the Commissioner of Internal Revenue 
with the approval of the Secretary of the Treasury may prescribe. 
All administrative and penalty provisions of Title VIII of this Act, 
in so far as applicable, shall apply to the collection of any tax which 
the Commissioner of Internal Revenue determines or prescribes shall 
be paid by stamp. 

SEC. 1004. That whoever fails to make any return required by this 
Act or the regulations made under authority thereof within the time 
prescribed or who makes any false or fraudulent return, and whoever 
evades or attempts to evade any tax imposed by this Act or fails to 
collect or truly to account for and pay over any such tax, shall be 
subject to a penalty of not more than $1,000, or to imprisonment for 
not more than one year, or both, at the discretion of the court, and 
in addition thereto a penalty of double the tax evaded, or not col- 
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lected, or accounted for and paid over, to be assessed and collected 
in the same manner as taxes are assessed and collected, in any case 
in which the punishment is not otherwise specifically provided. 

SEC. 1005. That the Commissioner of Internal Revenue, with the 
approval of the Secretary of the Treasury, is hereby authorized to 
make all needful rules and regulations for the enforcement of the pro- 
visions of this Act. 

SEC. 1006. That where the rate of tax imposed by this Act, payable 
by stamps, is an increase over previously existing rates, stamps on 
hand in the collectors' offices and in the Bureau of Internal Revenue 
may continue to be used until the supply on hand is exhausted, but 
shall be sold and accounted for at the rates provided by this Act, 
and assessment shall be made against manufacturers and other 
taxpayers having such stamps on hand on the day this Act takes 
effect for the difference between the amount paid for such stamps and 
the tax due at the rates provided by this Act. 

SEC. 1007. That (a) if any person, corporation, partnership, or 
association has prior to May ninth, nineteen hundred and seventeen, 
made a bona fide contract with a dealer for the sale, after the tax 
takes effect, of any article (or, in the case of moving picture films, 
such a contract with a dealer, exchange, or exhibitor, for the sale or 
lease thereof) upon which a tax is imposed under Title III, IV, or VI, 
or under subdivision thirteen of Schedule A of Title VIII, or under 
this section, and (b) if such contract does not permit the adding of 
the whole of such tax to the amount to be paid under such contract, 
then the vendee or lessee shall, in lieu of the vendor or lessor, pay so 
much of such tax as is not so permitted to be added to the contract 
price. 

The taxes payable by the vendee or lessee under this section shall 
be paid to the vendor or lessor at the time the sale or lease is con- 
summated, and collected, returned, and paid to the United States 
by such vendor or lessor in the same manner as provided in section 
five hundred and three. 

The term "dealer" as used in this section includes a vendee who 
purchases any article with intent to use it in the manufacture or pro- 
duction of another article intended for sale. 

SEC. 1008. That in the payment of any tax under this Act not 
payable by stamp a fractional part of a cent shall be disregarded 
unless it amounts to one-half cent or more, in which case it shall be 
increased to one cent. 

SEC. 1009. That the Secretary of the Treasury, under rules and 
regulations prescribed by him, shall permit taxpayers liable to 
income and excess profits taxes to make payments in advance in 
installments or in whole of an amount not in excess of the estimated 
taxes which will be due from them, and upon determination of the 
taxes actually due any amount paid in excess shall be refunded as 
taxes erroneously collected: Provided, That when payment is made 
in installments at least one-fourth of such estimated tax shall be 
paid before the expiration of thirty days after the close of the taxable 
year, at least an additional one-fourth within two months after the 
close of the taxable year, at least an additional one-fourth within 
four months after the close of the taxable year, and the remainder 
of the tax due on or before the time now fixed by law for such pay- 
ment: Provided further, That the Secretary of the Treasury, under 
rules and regulations prescribed by him, may allow credit against 
such taxes so paid in advance of an amount not exceeding three per 
centum per annum calculated upon the amount so paid from the 
date of such payment to the date now fixed by law for such pay- 
ment; but no such credit shall be allowed on payments in excess of 
taxes determined to be due, nor on payments made after the expira- 
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tion of four and one-half months after the close of the taxable year. 
All penalties provided by existing law for failure to pay tax when 
due are hereby made applicable to any failure to pay the tax at the 
time or times required in this section. 

SEC. 1010. That under rules and regulations prescribed by the 
Secretary of the Treasury, collectors of internal revenue may receive, 
at par and accrued interest, certificates of indebtedness issued under 
section six of the Act entitled "An Act to authorize an issue of bonds 
to meet expenditures for the national security and defense, and, 
for the purpose of assisting in the prosecution of the war, to extend 
credit to foreign governments, and for other purposes," approved 
April twenty-fourth, nineteen hundred and seventeen, and any sub- 
sequent Act or Acts, and uncertified checks in payment of income 
and excess-profits taxes, during such time and under such regula- 
tions as the Commissioner of Internal Revenue, with the approval 
of the Secretary of the Treasury, shall prescribe; but if a check so re- 
ceived is not paid by the bank on which it is drawn the person by 
whom such check has been tendered shall remain liable for the pay- 
ment of the tax and for all legal penalties and additions the same as 
if such check had not been tendered. 

TITLE XI.—POSTAL  RATES. 

SEC. 1100. That the rate of postage on all mail matter of the first 
class, except postal cards, shall thirty days after the passage of this 
Act be, in addition to the existing rate, 1 cent for each ounce or frac- 
tion thereof: Provided, That the rate of postage on drop letters of the 
first class shall be 2 cents an ounce or fraction thereof. Postal 
cards, and private mailing or post cards when complying with the 
requirements of existing law, shall be transmitted through the mails 
at 1 cent each in addition to the existing rate. 

That letters written and mailed by soldiers, sailors, and marines 
assigned to duty in a foreign country engaged in the present war may 
be mailed free of postage, subject to such rules and regulations as 
may be prescribed by the Postmaster General. 

SEC. 1101. That on and after July first, nineteen hundred and 
eighteen, the rates of postage on publications entered as second-class 
matter (including sample copies to the extent of ten per centum of 
the weight of copies mailed to subscribers during the calendar year) 
when sent by the publisher thereof from the post office of publica- 
tion or other post office, or when sent by a news agent to actual 
subscribers thereto, or to other news agents for the purpose of sale: 

(a) In the case of the portion of such publication devoted to matter 
other than advertisements, shall be as follows: (1) On and after 
July first, nineteen hundred and eighteen, and until July first, nine- 
teen hundred and nineteen, 1¼ cents per pound or fraction thereof; 
(2) on and after July first, nineteen hundred and nineteen, 1½ cents 
per pound or fraction thereof. 

(b) In the case of the portion of such publication devoted to adver- 
tisements the rates per pound or fraction thereof for delivery within 
the several zones applicable to fourth-class matter shall be as follows 
(but where the space devoted to advertisements does not exceed 
five per centum of the total space, the rate of postage shall be the 
same as if the whole of such publication was devoted to matter other 
than advertisements): (1) On and after July first, nineteen hundred 
and eighteen, and until July first, nineteen hundred and nineteen, 
for the first and second zones, 1¼ cents; for the third zone, 1½ cents; 
for the fourth zone, 2 cents; for the fifth zone, 2¼ cents; for the sixth 
zone, 2½ cents; for the seventh zone, 3 cents; for the eighth zone, 
3¼ cents: (2) on and after July first, nineteen hundred and nineteen, 
and until July first, nineteen hundred and twenty, for the first and 
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second zones, 1½ cents; for the third zone, 2 cents; for the fourth 
zone, 3 cents; for the fifth zone 3½ cents; for the sixth zone, 4 cents; 
for the seventh zone, 5 cents; for the eighth zone, 5½ cents; (3) on 
and after July first, nineteen hundred and twenty, and until July 
first, nineteen hundred and twenty-one, for the first and second zones, 
1¾ cents; for the third zone, 2½ cents; for the fourth zone, 4 cents; 
for the fifth zone, 4¾ cents; for the sixth zone, 5½ cents; for the 
seventh zone, 7 cents; for the eighth zone, 7¾ cents; (4) on and 
after July first, nineteen hundred and twenty-one, for the first and 
second zones, 2 cents; for the third zone, 3 cents; for the fourth 
zone, 5 cents; for the fifth zone, 6 cents; for the sixth zone, 7 
cents; for the seventh zone, 9 cents; for the eighth zone, 10 cents; 

(c) With the first mailing of each issue of each such publication, 
the publisher shall file with the postmaster a copy of such issue, 
together with a statement containing such information as the Post- 
master General may prescribe for determining the postage chargeable 
thereon. 

SEC. 1102. That the rate of postage on daily newspapers, when 
the same are deposited in a letter-carrier office for delivery by its 
carriers, shall be the same as now provided by law; and nothing in 
this title shall affect existing law as to free circulation and existing 
rates on second-class mail matter within the county of publication: 
Provided, That the Postmaster General may hereafter require pub- 
lishers to separate or make up to zones in such a manner as he may 
direct all mail matter of the second class when offered for mailing. 

SEC. 1103. That in the case of newspapers and periodicals entitled 
to be entered as second-class matter and maintained by and in the 
interest of religious, educational, scientific, philanthropic, agricul- 
tural, labor, or fraternal organizations or associations, not organized 
for profit and none of the net income of which inures to the benefit 
of any private stockholder or individual, the second-class postage 
rates shall be, irrespective of the zone in which delivered (except 
when the same are deposited in a letter carrier office for delivery by 
its carriers, in which case the rates shall be the same as now provided 
by law), 1 1/8 cents a pound or fraction thereof on and after July first, 
nineteen hundred and eighteen, and until July first, nineteen hundred 
and nineteen, and on and after July first, nineteen hundred and nine- 
teen, 1¼ cents a pound or fraction thereof. The publishers of such 
newspapers or periodicals before being entitled to the foregoing rates 
shall furnish to the Postmaster General, at such times and under 
such conditions as he may prescribe, satisfactory evidence that none 
of the net income of such organization inures to the benefit of any 
private stockholder or individual. 

SEC. 1104. That where the total weight of any one edition or issue 
of any publication mailed to any one zone does not exceed one pound, 
the rate of postage shall be 1 cent. 

SEC. 1105. The zone rates provided by this title shall relate to the 
entire bulk mailed to any one zone and not to individually addressed 
packages. 

SEC. 1106. That where a newspaper or periodical is mailed by 
other than the publisher or his agent or a news agent or dealer, the 
rate shall be the same as now provided by law. 

SEC. 1107. That the Postmaster General, on or before the tenth 
day of each month, shall pay into the general fund of the Treasury 
an amount equal to the difference between the estimated amount 
received during the preceding month for the transportation of first 
class matter through the mails and the estimated amount which 
would have been received under the provisions of the law in force 
at the time of the passage of this Act. 

SEC. 1108. That the salaries of postmasters at offices of the first, 
second, and third classes shall not be increased after July first, 
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nineteen hundred and seventeen, during the existence of the present 
war.  The compensation of postmasters at offices of the fourth class 
shall continue to be computed on the basis of the present rates of 
postage. 

SEC. 1109. That where postmasters at offices of the third class 
have been since May first, nineteen hundred and seventeen, or here- 
after are granted leave without pay for military purposes, the Post- 
master General may allow, in addition to the maximum amounts 
which may now be allowed such offices for clerk hire, in accordance 
with law, an amount not to exceed fifty per centum of the salary of 
the postmaster. 

SEC. 1110. That section five of the Act approved March third, 
nineteen hundred and seventeen, entitled "An Act making appropri- 
ations for the Post Office Department for the year ending June thir- 
tieth, nineteen hundred and eighteen," shall not be construed to apply  
to ethyl alcohol for governmental, scientific, medicinal, mechanical, 
manufacturing, and industrial purposes, and the Postmaster General 
shall prescribe suitable rules and regulations to carry into effect this 
section in connection with the Act of which it is amendatory, nor 
shall said section be held to prohibit, the use of the mails by regularly 
ordained ministers of religion, or by officers of regularly established 
churches, for ordering wines for sacramental uses, or by manufac- 
turers and dealers for quoting and billing such wines for such pur- 
poses only. 

TITLE XII.—INCOME  TAX  AMENDMENTS. 

SEC. 1200. That subdivision (a) of section two of such Act of Sep- 
tember eighth, nineteen hundred and sixteen, is hereby amended to 
read as follows: 

"(a) That, subject only to such exemptions and deductions as are 
hereinafter allowed, the net income of a taxable person shall include 
gains, profits, and income, derived from salaries, wages, or compensa- 
tion for personal service of whatever kind and in whatever form paid, 
or from professions, vocations, businesses, trade, commerce, or sales, 
or dealings in property, whether real or personal, growing out of the 
ownership or use of or interest in real or personal property, also from 
interest, rent, dividends, securities, or the transaction of any busi- 
ness carried on for gain or profit, or gains or profits and income de- 
rived from any source whatever." 

Section four of such Act of September eighth, nineteen hundred 
and sixteen, is hereby amended to read as follows: 

"SEC. 4. The following income shall be exempt from the provisions 
of this title: 

"The proceeds of life insurance policies paid to individual bene- 
ficiaries upon the death of the insured; the amount received by the 
insured, as a return of premium or premiums paid by him under life 
insurance, endowment, or annuity contracts, either during the term 
or at the maturity of the term mentioned in the contract or upon 
surrender of the contract; the value of property acquired by gift, 
bequest, devise, or descent (but the income from such property shall 
be included as income); interest upon the obligations of a State or 
any political subdivision thereof or upon the obligations of the 
United States (but, in the case of obligations of the United States 
issued after September first, nineteen hundred and seventeen, only 
if and to the extent provided in the Act authorizing the issue thereof) 
or its possessions or securities issued under the provisions of the 
Federal Farm Loan Act of July seventeenth, nineteen hundred and 
sixteen; the compensation of the present President of the United 
States during the term for which he has been elected and the judges 
of the supreme and inferior courts of the United States now in office, 

329 



330 SIXTY-FIFTH CONGRESS.   SESS.  I.   CH.  63.    1917. 

and the compensation of all officers and employees of a State, or any 
political subdivision thereof, except when such compensation is paid 
by the United States Government." 

SEC. 1201. (1) That paragraphs second and third of subdivision 
(a) of section five of such Act of September eighth, nineteen hundred 
and sixteen, are hereby amended to read as follows: 

"Second. All interest paid within the year on his indebtedness 
except on indebtedness incurred for the purchase of obligations or 
securities the interest upon which is exempt from taxation as income 
under this title; 

"Third. Taxes paid within the year imposed by the authority of 
the United States (except income and excess profits taxes) or of its 
Territories, or possessions, or any foreign country, or by the authority 
of any State, county, school district, or municipality, or other taxing 
subdivision of any State, not including those assessed against local 
benefits;" 

(2) That section five of such Act of September eighth, nineteen 
hundred and sixteen, is hereby amended by adding at the end of sub- 
division (a) a further paragraph, numbered nine, to read as follows: 

"Ninth. Contributions or gifts actually made within the year to 
corporations or associations organized and operated exclusively for 
religious, charitable, scientific, or educational purposes, or to societies 
for the prevention of cruelty to children or animals, no part of the 
net income of which inures to the benefit of any private stockholder 
or individual, to an amount not in excess of fifteen per centum of the 
taxpayer's taxable net income as computed without the benefit of 
this paragraph. Such contributions or gifts shall be allowable as 
deductions only if verified under rules and regulations prescribed by 
the Commissioner of Internal Revenue, with the approval of the 
Secretary of the Treasury." 

SEC. 1202. That (1) paragraphs second and third of subdivision (a) 
of section six of such Act of September eighth, nineteen hundred and 
sixteen, are hereby amended to read as follows: 

"Second. The proportion of all interest paid within the year by 
such person on his indebtedness (except on indebtedness incurred for 
the purchase of obligations or securities the interest upon which is 
exempt from taxation as income under this title) which the gross 
amount of his income for the year derived from sources within the 
United States bears to the gross amount of his income for the year 
derived from all sources within and without the United States, but 
this deduction shall be allowed only if such person includes in the 
return required by section eight all the information necessary for its 
calculation; 

"Third. Taxes paid within the year imposed by the authority of 
the United States (except income and excess profits taxes), or of its 
Territories, or possessions, or by the authority of any State, county, 
school district, or municipality, or other taxing subdivision of any 
State, paid within the United States, not including those assessed 
against local benefits;" 

(2) Section six of such Act of September eighth, nineteen hundred 
and sixteen, is also further amended by adding a new subdivision 
to read as follows: 

"(c) A nonresident alien individual shall receive the benefit of the 
deductions and credits provided for in this section only by filing or 
causing to be filed with the collector of internal revenue a true and 
accurate return of his total income, received from all sources, corpo- 
rate or otherwise, in the United States, in the manner prescribed by 
this title; and in case of his failure to file such return the collector 
shall collect the tax on such income, and all property belonging to 
such nonresident alien individual shall be liable to distraint for 
the tax." 
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SEC. 1203. (1) That section seven of such Act of September eighth, 
nineteen hundred and sixteen, is hereby amended to read as follows: 

"SEC. 7. That for the purpose of the normal tax only, there shall be 
allowed as an exemption in the nature of a deduction from the amount 
of the net income of each citizen or resident of the United States, 
ascertained as provided herein, the sum of $3,000, plus $1,000 addi- 
tional if the person making the return be a head of a family or a 
married man with a wife living with him, or plus the sum of $1,000 
additional if the person making the return be a married woman with 
a husband living with her; but in no event shall this additional 
exemption of $1,000 be deducted by both a husband and a wife: 
Provided, That only one deduction of $4,000 shall be made from the 
aggregate income of both husband and wife when living together: 
Provided further, That if the person making the return is the head of a 
family there shall be an additional exemption of $200 for each child 
dependent upon such person, if under eighteen years of age, or if 
incapable of self-support because mentally or physically defective, 
but this provision shall operate only in the case of one parent in the 
same family: Provided further, That guardians or trustees shall be 
allowed to make this personal exemption as to income derived from 
the property of which such guardian or trustee has charge in favor of 
each ward or cestui que trust: Provided further, That in no event 
shall a ward or cestui que trust be allowed a greater personal exemp- 
tion than as provided in this section, from the amount of net income 
received from all sources. There shall also be allowed an exemption 
from the amount of the net income of estates of deceased citizens 
or residents of the United States during the period of administration 
or settlement, and of trust or other estates of citizens or residents 
of the United States the income of which is not distributed annually 
or regularly under the provisions of subdivision (b) of section two, 
the sum of $3,000, including such deductions as are allowed under 
section five." 

(2) Subdivision (b) of section seven of such Act of September 
eighth, nineteen hundred and sixteen, is hereby repealed. 

SEC. 1204. (1) That subdivisions (c) and (e) of section eight of 
such Act of September eighth, nineteen hundred and sixteen, are 
hereby amended to read as follows: 

"(c) Guardians, trustees, executors, administrators, receivers, con- 
servators, and all persons, corporations, or associations, acting in any 
fiduciary capacity, shall make and render a return of the income of 
the person, trust, or estate for whom or which they act, and be sub- 
ject to all the provisions of this title which apply to individuals. 
Such fiduciary shall make oath that he has sufficient knowledge of 
the affairs of such person, trust, or estate to enable him to make such 
return and that the same is, to the best of his knowledge and belief, 
true and correct, and be subject to all the provisions of this title 
which apply to individuals: Provided, That a return made by one of 
two or more joint fiduciaries filed in the district where such fiduciary 
resides, under such regulations as the Secretary of the Treasury may 
prescribe, shall be a sufficient compliance with the requirements of 
this paragraph: Provided further, That no return of income not ex- 
ceeding $3,000 shall be required except as in this title otherwise 
provided. 

"(e) Persons carrying on business in partnership shall be liable for 
income tax only in their individual capacity, and the share of the 
profits of the partnership to which any taxable partner would be 
entitled if the same were divided, whether divided or otherwise, shall 
be returned for taxation and the tax paid under the provisions of 
this title: Provided, That from the net distributive interests on which 
the individual members shall be liable for tax, normal and additional, 
there shall be excluded their proportionate shares received from 
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interest on the obligations of a State or any political or taxing sub- 
division thereof, and upon the obligations of the United States (if and 
to the extent that it is provided in the Act authorizing the issue of such 
obligations of the United States that they are exempt from taxation), 
and its possessions, and that for the purpose of computing the normal 
tax there shall be allowed a credit, as provided by section five, sub- 
division (b), for their proportionate share of the profits derived from 
dividends. Such partnership, when requested by the Commissioner 
of Internal Revenue or any district collector, shall render a correct 
return of the earnings, profits, and income of the partnership, except 
income exempt under section four of this Act, setting forth the item 
of the gross income and the deductions and credits allowed by this 
title, and the names and addresses of the individuals who would be 
entitled to the net earnings, profits, and income, if distributed. A 
partnership shall have the same privilege of fixing and making returns 
upon the basis of its own fiscal year as is accorded to corporations 
under this title. If a fiscal year ends during nineteen hundred and 
sixteen or a subsequent calendar year for which there is a rate of tax 
different from the rate for the preceding calendar year, then (1) the 
rate for such preceding calendar year shall apply to an amount of 
each partner's share of such partnership profits equal to the proportion 
which the part of such fiscal year falling within such calendar year 
bears to the full fiscal year, and (2) the rate for the calendar year 
during which such fiscal year ends shall apply to the remainder. 

(2) Subdivision (d) of section eight of such Act of September 
eighth, nineteen hundred and sixteen, is hereby repealed. 

SEC. 1205. (1) That subdivisions (b), (c), (f), and (g) of section 
nine of such Act of September eighth, nineteen hundred and sixteen, 
are hereby amended to read as follows: 

"(b) All persons, corporations, partnerships, associations, and 
insurance companies, in whatever capacity acting, including lessees 
or mortgagors of real or personal property, trustees acting in any 
trust capacity, executors, administrators, receivers, conservators, 
employers, and all officers and employees of the United States, having 
the control, receipt, custody, disposal, or payment of interest, rent, 
salaries, wages, premiums, annuities, compensation, remuneration, 
emoluments, or other fixed or determinable annual or periodical 
gains, profits, and income of any nonresident alien individual, other 
than income derived from dividends on capital stock, or from the net 
earnings of a corporation, joint-stock company or association, or 
insurance company, which is taxable upon its net income as provided 
in this title, are hereby authorized and required to deduct and with- 
hold from such annual or periodical gains, profits, and income such 
sum as will be sufficient to pay the normal tax imposed thereon by 
this title, and shall make return thereof on or before March first of 
each year and, on or before the time fixed by law for the payment of 
the tax, shall pay the amount withheld to the officer of the United 
States Government authorized to receive the same; and they are 
each hereby made personally liable for such tax, and they are each 
hereby indemnified against every person, corporation, partnership, 
association, or insurance company, or demand whatsoever for all 
payments which they shall make in pursuance and by virtue of this 
title. 

"(c) The amount of the normal tax hereinbefore imposed shall 
also be deducted and withheld from fixed or determinable annual or 
periodical gains, profits and income derived from interest upon 
bonds and mortgages, or deeds of trust or other similar obligations 
of corporations, joint-stock companies, associations, and insurance 
companies, (if such bonds, mortgages, or other obligations contain a 
contract or provision by which the obligor agrees to pay any portion 
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of the tax imposed by this title upon the obligee or to reimburse the 
obligee for any portion of the tax or to pay the interest without 
deduction for any tax which the obligor may be required or permitted 
to pay thereon or to retain therefrom under any law of the United 
States) whether payable annually or at shorter or longer periods and 
whether such interest is payable to a non-resident alien individual 
or to an individual citizen or resident of the United States, subject 
to the provisions of the foregoing subdivision (b) of this section 
requiring the tax to be withheld at the source and deducted from 
annual income and returned and paid to the Government, unless the 
person entitled to receive such interest shall file with the withholding 
agent, on or before February first, a signed notice in writing claiming 
the benefit of an exemption under section seven of this Title. 

"(f) All persons, corporations, partnerships, or associations, under- 
taking as a matter of business or for profit the collection of foreign 
payments of interest or dividends by means of coupons, checks, or 
bills of exchange shall obtain a license from the Commissioner of 
Internal Revenue, and shall be subject to such regulations enabling 
the Government to obtain the information required under this title, 
as the Commissioner of Internal Revenue, with the approval of the 
Secretary of the Treasury, shall prescribe; and whoever knowingly 
undertakes to collect such payments as aforesaid without having 
obtained a license therefor, or without complying with such regula- 
tions, shall be deemed guilty of a misdemeanor and for each offense 
be fined in a sum not exceeding $5,000, or imprisoned for a term not 
exceeding one year, or both, in the discretion of the court. 

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

"The provisions of this section, except subdivision (c), relating to 
the deduction and payment of the tax at the source of income shall 
only apply to the normal tax hereinbefore imposed upon nonresident 
alien individuals." 

(2) Subdivisions (d) and (e) of section nine of such Act of Sep- 
tember eighth, nineteen hundred and sixteen, are hereby repealed. 

SEC. 1206. (1) That the first paragraph of section ten of such Act 
of September eighth, nineteen hundred and sixteen, is hereby amended 
to read as follows: 

"SEC. 10. (a) That there shall be levied, assessed, collected, and 
paid annually upon the total net income received in the preceding 
calendar year from all sources by every corporation, joint-stock 
company or association, or insurance company, organized in the 
United States, no matter how created or organized, but not includ- 
ing partnerships, a tax of two per centum upon such income; and 
a like tax shall be levied, assessed, collected, and paid annually 
upon the total net income received in the preceding calendar year 
from all sources within the United States by every corporation, 
joint-stock company or association, or insurance company, organized, 
authorized, or existing under the laws of any foreign country, includ- 
ing interest on bonds, notes, or other interest-bearing obligations of 

333 

user
citizen

user
or

user
resident

user
of

user
the

user
United

user
States,



SIXTY-FIFTH CONGRESS.   SESS.  I.   CH.  63.    1917. 

residents, corporate or otherwise, and including the income derived 
from dividends on capital stock or from net earnings of resident 
corporations, joint-stock companies or associations, or insurance 
companies, whose net income is taxable under this title." 

(2) Section ten of such Act of September eighth, nineteen hundred 
and sixteen, is hereby further amended by adding a new subdivision 
as follows: 

"(b) In addition to the income tax imposed by subdivision (a) of 
this section there shall be levied, assessed, collected, and paid an- 
nually an additional tax of ten per centum upon the amount, remain- 
ing undistributed six months alter the end of each calendar or fiscal 
year, of the total net income of every corporation, joint-stock com- 
pany or association, or insurance company, received during the year, 
as determined for the purposes of the tax imposed by such subdivi- 
sion (a), but not including the amount of any income taxes paid by 
it within the year imposed by the authority of the United States. 

"The tax imposed by this subdivision shall not apply to that por- 
tion of such undistributed net income which is actually invested and 
employed in the business or is retained for employment in the reason- 
able requirements of the business or is invested in obligations of the 
United States issued after September first, nineteen hundred and 
seventeen: Provided, That if the Secretary of the Treasury ascertains 
and finds that any portion of such amount so retained at any time 
for employment in the business is not so employed or is not reason- 
ably required in the business a tax of fifteen per centum shall be 
levied, assessed, collected, and paid thereon. 

"The foregoing tax rates shall apply to the undistributed net income 
received by every taxable corporation, joint-stock company or asso- 
ciation, or insurance company in the calendar year nineteen hundred 
and seventeen and in each year thereafter, except that if it has fixed 
its own fiscal year under the provisions of existing law, the foregoing 
rates shall apply to the proportion of the taxable undistributed net 
income returned for the fiscal year ending prior to December thirty- 
first, nineteen hundred and seventeen, which the period between 
January first, nineteen hundred and seventeen, and the end of such 
fiscal year bears to the whole of such fiscal year." 

SEC. 1207. (1) That paragraphs third and fourth of subdivision (a) 
of section twelve of such Act of September eighth, nineteen hundred 
and sixteen, are hereby amended to read as Follows: 

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

"Fourth. Taxes paid within the year imposed by the authority 
of the United States (except income and excess profits taxes), or of 
its Territories, or possessions, or any foreign country, or by the 
authority of any State, county, school district, or municipality, or 
other taxing subdivision of any State, not including those assessed 
against local benefits." 

(2) Paragraphs third and fourth of subdivision (b) of section 
twelve of such Act of September eighth, nineteen hundred and six- 
teen, are hereby amended to read as follows: 

"Third. The amount of interest paid within the year on its indebt- 
edness (except on indebtedness incurred for the purchase of obliga- 
tions or securities the interest upon which is exempt from taxation 
as income under this title) to an amount of such indebtedness not in 
excess of the proportion of the sum of (a) the entire amount of the 
paid-up capital stock outstanding at the close of the year, or, if no 
capital stock, the entire amount of the capital employed in the busi- 
ness at the close of the year, and (b) one-half of its interest-bearing 
indebtedness then outstanding, which the gross amount of its income 
for the year from business transacted and capital invested within 
the United States bears to the gross amount of its income derived 
from all sources within and without the United States: Provided, 
That in the case of bonds or other indebtedness which have been 
issued with a guaranty that the interest payable thereon shall be 
free from taxation, no deduction for the payment of the tax herein 
imposed or any other tax paid pursuant to such guaranty shall be 
allowed; and in case of a bank, banking association, loan or trust 
company, or branch thereof, interest paid within the year on deposits 
by or on moneys received for investment from either citizens or 
residents of the United States and secured by interest-bearing certifi- 
cates of indebtedness issued by such bank, banking association, loan 
or trust company, or branch thereof; 

"Fourth. Taxes paid within the year imposed by the authority of 
the United States (except income and excess profits taxes), or of its 
Territories, or possessions, or by the authority of any State, county, 
school district, or municipality, or other taxing subdivision of any 
State, paid within the United States, not including those assessed 
against local benefits." 

SEC. 1208. That subdivision (e) of section thirteen of such Act of 
September eighth, nineteen hundred and sixteen, is hereby amended 
to read as follows: 

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

SEC. 1209. That section eighteen of such Act of September eighth, 
nineteen hundred and sixteen, is hereby amended to read as follows: 

"SEC. 18. That any person, corporation, partnership, association, or 
insurance company, liable to pay the tax, to make a return or to 
supply information required under this title, who refuses or neglects 
to pay such tax, to make such return or to supply such information 
at the time or times herein specified in each year, shall be liable, 
except as otherwise specially provided in this title, to a penalty of 
not less than $20 nor more than $1,000. Any individual or any 
officer of any corporation, partnership, association, or insurance com- 
pany, required by law to make, render, sign, or verify any return or 
to supply any information, who makes any false or fraudulent return 
or statement with intent to defeat or evade the assessment required 
by this title to be made, shall be guilty of a misdemeanor, and shall 
be fined not exceeding $2,000 or be imprisoned not exceeding one 
year, or both, in the discretion of the court, with the costs of prose- 
cution: Provided, That where any tax heretofore due and payable has 
been duly paid by the taxpayer, it shall not be re-collected from any 
withholding agent required to retain it at its source, nor shall any 
penalty be imposed or collected in such cases from the taxpayer, or 
such withholding agent whose duty it was to retain it, for failure to 
return or pay the same, unless such failure was fraudulent and for the 
purpose of evading payment." 

SEC. 1210. That section twenty-six of such Act of September eighth, 
nineteen hundred and sixteen, as amended by the Act entitled "An 
Act to provide increased revenue to defray the expenses of the in- 
creased appropriations for the Army and Navy and the extensions of 
fortifications, and for other purposes," approved March third, nine- 
teen hundred and seventeen, is hereby amended to read as follows: 

"SEC. 26. Every corporation, joint-stock company or association, 
or insurance company subject to the tax herein imposed, when 
required by the Commissioner of Internal Revenue, shall render a 
correct return, duly verified under path, of its payments of dividends, 
whether made in cash or its equivalent or in stock, including the 
names and addresses of stockholders and the number of shares 
owned by each, and the tax years and the applicable amounts in 
which such dividends were earned, in such form and manner as may 
be prescribed by the Commissioner of Internal Revenue, with the 
approval of the Secretary of the Treasury." 

SEC. 1211. That Title I of such Act of September eighth, nineteen 
hundred and sixteen, is hereby amended by adding to Part III six 
new sections, as follows: 

"SEC. 27. That every person, corporation, partnership, or associa- 
tion, doing business as a broker on any exchange or board of trade 
or other similar place of business shall, when required by the Com- 
missioner of Internal Revenue, render a correct return duly verified 
under oath, under such rules and regulations as the Commissioner of 
Internal Revenue, with the approval of the Secretary of the Treasury, 
may prescribe, showing the names of customers for whom such per- 
son, corporation, partnership, or association has transacted any 
business, with such details as to the profits, losses, or other informa- 
tion which the commissioner may require, as to each of such cus- 
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tomers, as will enable the Commissioner of Internal Revenue to deter- 
mine whether all income tax due on profits or gains of such customers 
has been paid. 

"SEC. 28. That all persons, corporations, partnerships, associations, 
and insurance companies, in whatever capacity acting, including  
lessees or mortgagors of real or personal property, trustees acting in 
any trust capacity, executors, administrators, receivers, conservators, 
and employers, making payment to another person, corporation, 
partnership, association, or insurance company, of interest, rent, 
salaries, wages, premiums, annuities, compensation, remuneration, 
emoluments, or other fixed or determinable gains, profits, and 
income (other than payments described in sections twenty-six and 
twenty-seven), of $800 or more in any taxable year, or, in the case 
of such payments made by the United States, the officers or em- 
ployees of the United States haying information as to such payments 
and required to make returns in regard thereto by the regulations 
hereinafter provided for, are hereby authorized and required to render 
a true and accurate return to the Commissioner of Internal Reve- 
nue, under such rules and regulations and in such form and manner 
as may be prescribed by him, with the approval of the Secretary of 
the Treasury, setting forth the amount of such gains, profits, and in- 
come, and the name and address of the recipient of such payment: 
Provided, That such returns shall be required, regardless of amounts, 
in the case of payments of interest upon bonds and mortgages or 
deeds of trust or other similar obligations of corporations, joint- 
stock companies, associations, and insurance companies, and in the 
case of collections of items (not payable in the United States) of in- 
terest upon the bonds of foreign countries and interest from the 
bonds and dividends from the stock of foreign corporations by per- 
sons, corporations, partnerships, or associations, undertaking as a 
matter of business or for profit the collection of foreign payments of 
such interest or dividends by means of coupons, checks, or bills of 
exchange. 

"When necessary to make effective the provisions of this section 
the name and address of the recipient of income shall be furnished 
upon demand of the person, corporation, partnership, association, or 
insurance company paying the income. 

"The provisions of this section shall apply to the calendar year 
nineteen hundred and seventeen and each calendar year thereafter, 
but shall not apply to the payment of interest on obligations of the 
United States. 

"SEC. 29. That in assessing income tax the net income embraced 
in the return shall also be credited with the amount of any excess 
profits tax imposed by Act of Congress and assessed for the same 
calendar or fiscal year upon the taxpayer, and, in the case of a mem- 
ber of a partnership, with his proportionate share of such excess 
profits tax imposed upon the partnership. 

"SEC. 30. That nothing in section II of the Act approved October 
third, nineteen hundred and thirteen, entitled 'An Act to reduce 
tariff duties and to provide revenue for the Government, and for 
other purposes,’ or in this title, shall be construed as taxing the 
income of foreign governments received from investments in the 
United States in stocks, bonds, or other domestic securities, owned 
by such foreign governments, or from interest on deposits in banks 
in the United States of moneys belonging to foreign governments. 

"SEC. 31. (a) That the term 'dividends' as used in this title shall 
be held to mean any distribution made or ordered to be made by a 
corporation, joint-stock company, association, or insurance com- 
pany out of its earnings or profits accrued since March first, nineteen 
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hundred and thirteen, and payable to its shareholders, whether in 
cash or in stock of the corporation, joint-stock company, association, 
or insurance company, which stock dividend shall be considered 
income, to the amount of the earnings or profits so distributed. 

"(b) Any distribution made to the shareholders or members of a 
corporation, joint-stock company, or association, or insurance com- 
pany, in the year nineteen hundred and seventeen, or subsequent tax 
years, shall be deemed to have been made from the most recently 
accumulated undivided profits or surplus, and shall constitute a part 
of the annual income of the distributee for the year in which received, 
and shall be taxed to the distributee at the rates prescribed by law 
for the years in which such profits or surplus were accumulated by 
the corporation, joint-stock company, association, or insurance com- 
pany, but nothing herein shall be construed as taxing any earnings 
or profits accrued prior to March first, nineteen hundred and thirteen, 
but such earnings or profits may be distributed in stock dividends or 
otherwise, exempt from the tax, after the distribution of earnings 
and profits accrued since March first, nineteen hundred and thirteen, 
has been made. This subdivision shall not apply to any distribution 
made prior to August sixth, nineteen hundred and seventeen, out of 
earnings or profits accrued prior to March first, nineteen hundred and 
thirteen. 

"SEC. 32. That premiums paid on life insurance policies covering 
the lives of officers, employees, or those financially interested in any 
trade or business conducted by an individual, partnership, corpora- 
tion, joint-stock company or association, or insurance company, 
shall not be deducted in computing the net income of such individual, 
corporation, joint-stock company or association, or insurance com- 
pany, or in computing the profits of such partnership for the pur- 
poses of subdivision (e) of section nine." 

SEC. 1212. That any amount heretofore withheld by any with- 
holding agent as required by Title I of such Act of September eighth, 
nineteen hundred and sixteen, on account of the tax imposed upon 
the income of any individual, a citizen or resident of the United 
States, for the calendar year nineteen hundred and seventeen, except 
in the cases covered by subdivision (c) of section nine of such Act, as 
amended by this Act, shall be released and paid over to such indi- 
vidual, and the entire tax upon the income of such individual for such 
year shall be assessed and collected in the manner prescribed by such 
Act as amended by this Act. 

TITLE XIII.—GENERAL  PROVISIONS. 

SEC. 1300. That if any clause, sentence, paragraph, or part of 
this Act shall for any reason be adjudged by any court of competent 
jurisdiction to be invalid, such judgment shall not affect, impair, or 
invalidate the remainder of said Act, but shall be confined in its 
operation to the clause, sentence, paragraph, or part thereof directly 
involved in the controversy in which such judgment shall have been 
rendered. 

SEC. 1301. That Title I of the Act entitled "An Act to provide 
increased revenue to defray the expenses of the increased appropri- 
ations for the Army and Navy and the extension of fortifications, and 
for other purposes," approved March third, nineteen hundred and 
seventeen, be, and the same is hereby, repealed. 

SEC. 1302. That unless otherwise herein specially provided, this 
Act shall take effect on the day following its passage. 

Approved, October 3. 1917.  
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