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SIXTY-SEVENTH CONGRESS.    SESS.  I.   CH.  136.    1921. 

CHAP. 136.—An Act To reduce and equalize taxation, to provide revenue, and 
for  other  purposes. 

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

TITLE  I.—GENERAL DEFINITIONS. 

SECTION 1. That this Act may be cited as the "Revenue Act of 
1921." 

SEC. 2. That when used in this Act— 
(1) The term "person" includes partnerships and corporations, as 

well as individuals; 
(2) The term "corporation" includes associations, joint-stock com- 

panies, and insurance companies; 
(3) The term "domestic" when applied to a corporation or part- 

nership means created or organized in the United States; 
(4) The term "foreign" when applied to a corporation or partner- 

ship means created or organized outside the United States; 
(5) The term "United States" when used in a geographical sense 

includes only the States, the Territories of Alaska and Hawaii, and 
the District of Columbia; 

(6) The term "Secretary" means the Secretary of the Treasury; 
(7) The term "Commissioner" means the Commissioner of Internal 

Revenue; 
(8) The term "collector" means collector of internal revenue; 
(9) The term "taxpayer" includes any person, trust or estate sub- 

ject to a tax imposed by this Act; 
(10) The term "military or naval forces of the United States" 

includes the Marine Corps, the Coast Guard, the Army Nurse Corps, 
Female, and the Navy Nurse Corps, Female, but this shall not be 
deemed to exclude other units otherwise included within such terms; 
and 

(11) The term "Government contract" means (a) a contract 
made with the United States, or with any department, bureau, officer, 
commission, board, or agency, under the United States and acting 
in its behalf, or with any agency controlled by any of the above if the 
contract is for the benefit of the United States, or (b) a subcontract 
made with a contractor performing such a contract if the products 
or services to be furnished under the subcontract are for the benefit 
of the United States. The term "Government contract or contracts 
made between April 6, 1917, and November 11, 1918, both dates 
inclusive" when applied to a contract of the kind referred to in 
clause (a) of this subdivision, includes all such contracts which, 
although entered into during such period, were originally not en- 
forceable, but which have been or may become enforceable by reason 
of subsequent validation in pursuance of law. 

TITLE  II.—INCOME TAX. 
PART  I.—GENERAL  PROVISIONS. 

DEFINITIONS. 

SEC. 200. That when used in this title— 
(1) The term "taxable year" means the calendar year, or the 

fiscal year ending during such calendar year, upon the basis of which 
the net income is computed under section 212 or section 232. The 
term ''fiscal year" means an accounting period of twelve months 
ending on the last day of any month other than December. The 
first taxable year, to be called the taxable year 1921, shall be the 
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SIXTY-SEVENTH CONGRESS.    SESS . I.    CH.  136.    1921. 248 

corporation for the taxable year in the same manner as provided in 
subdivision (a) of section 218 in the case of members of a partnership. 
The fact that any corporation is a mere holding company, or that 
the gains and profits are permitted to accumulate beyond the reason- 
able needs of the business, shall be prima facie evidence of a purpose 
to escape the surtax; but the fact that the gains and profits are in any 
case permitted to accumulate and become surplus shall not be con- 
strued as evidence of a purpose to escape the tax in such case unless 
the Commissioner certifies that in his opinion such accumulation is 
unreasonable for the purposes of the business. When requested by 
the Commissioner, or any collector, every corporation shall forward 
to him a correct statement of such gains and profits and the names 
and addresses of the individuals or shareholders who would be 
entitled to the same if divided or distributed, and of the amounts that 
would be payable to each. 

PAYMENT  OF  INDIVIDUAL'S  TAX  AT  SOURCE. 

SEC. 221. (a) That all individuals, corporations, and partnerships, 
in whatever capacity acting, including lessees or mortgagors of real or 
personal property, fiduciaries, employers, and all officers and em- 
ployees of the United States having the control, receipt, custody, dis- 
posal, or payment of interest (except interest on deposits with per- 
sons carrying on the banking business paid to persons not engaged in 
business in the United States and not having an office or place of 
business therein), rent, salaries, wages, premiums, annuities, compen- 
sations, remunerations, emoluments, or other fixed or determinable 
annual or periodical gains, profits, and income, of any nonresident 
alien individual or partnership composed in whole or in part of non- 
resident aliens (other than income received as dividends of the class 
allowed as a credit by subdivision (a) of section 216) shall (except in 
the cases provided for in subdivision (b) and except as otherwise 
provided in regulations prescribed by the Commissioner under section 
217) deduct and withhold from such annual or periodical gains, profits, 
and income a tax equal to 8 per centum thereof: Provided, That the 
Commissioner may authorize such tax to be deducted and withheld 
from the interest upon any securities the owners of which are not 
known to the withholding agent. 

(b) In any case where bonds, mortgages, or deeds of trust, or 
other similar obligations of a corporation contain a contract or 
provision by which the obligor agrees to pay any portion 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, 
the obligor shall deduct and withhold a tax equal to 2 per centum 
of the interest upon such bonds, mortgages, deeds of trust, or other 
obligations, whether such interest is payable annually or at shorter 
or longer periods and whether payable to a nonresident alien indi- 
vidual or to an individual citizen or resident of the United States 
or to a partnership: Provided, That the Commissioner may authorize 
such tax to be deducted and withheld in the case of interest upon 
any such bonds, mortgages, deeds of trust, or other obligations, the 
owners of which are not known to the withholding agent. Such 
deduction and withholding shall not be required in the case of a 
citizen or resident entitled to receive such interest, if he files with the 
withholding agent on or before February 1 a signed notice in writing 
claiming the benefit of the credits provided in subdivisions (c) and 
(d) of section 216; nor in the case of a nonresident alien individual 
if so provided for in regulations prescribed by the Commissioner 
under subdivision (g) of section 217. 
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SIXTY-SEVENTH CONGRESS.    SESS . I.    CH.  136.    1921. 

(c) Every individual, corporation, or partnership required to 
deduct and withhold any tax under this section shall make return 
thereof on or before March 1 of each year and shall on or before 
June 15, pay the tax to the official of the United States Government 
authorized to receive it. Every such individual, corporation, or 
partnership is hereby made liable for such tax and is hereby in- 
demnified against the claims and demands of any individual, cor- 
poration, or partnership for the amount of any payments made in 
accordance with the provisions of this section. 

(d) Income upon which any tax is required to be withheld at the 
source under this section shall be included in the return of the recipient 
of such income, but any amount of tax so withheld shall be credited 
against the amount of income tax as computed in such return. 

(e) If any tax required under this section to be deducted and with- 
held is paid by the recipient of the income, it shall not be recollected 
from the withholding agent; nor in cases in which the tax is so paid 
shall any penalty be imposed upon or collected from the recipient 
of the income or the withholding agent for failure to return or pay 
the same, unless such failure was fraudulent and for the purpose of 
evading payment. 

CREDIT  FOR  TAXES  IN  CASE  OF  INDIVIDUALS. 

SEC. 222. (a) That the tax computed under Part II of this title 
shall be credited with: 

(1) In the case of a citizen of the United States, the amount of any 
income, war-profits and excess-profits taxes paid during the taxable 
year to any foreign country or to any possession of the United States 
and 

(2) In the case of a resident of the United States, the amount of 
any such taxes paid during the taxable year to any possession of the 
United States; and 

(3) In the case of an alien resident of the United States, the amount 
of any such taxes paid during the taxable year to any foreign country, 
if the foreign country of which such alien resident is a citizen or sub- 
ject, in imposing such taxes, allows a similar credit to citizens of the 
United States residing in such country; and 

(4) In the case of any such individual who is a member of a part- 
nership or a beneficiary of an estate or trust, his proportionate share 
of such taxes of the partnership or the estate or trust paid during the 
taxable year to a foreign country or to any possession of the United 
States, as the case may be. 

(5) The above credits shall not be allowed in the case of a citizen 
entitled to the benefits of section 262; and in no other case shall the 
amount of credit taken under this subdivision exceed the same pro- 
portion of the tax, against which such credit is taken, which the tax- 
payer's net income (computed without deduction for any income, war- 
profits and excess-profits taxes imposed by any foreign country or 
possession of the United States) from sources without the United 
States bears to his entire net income (computed without such deduc- 
tion) for the same taxable year. 

(b) If accrued taxes when paid differ from the amounts claimed as 
credits by the taxpayer, or if any tax paid is refunded in whole or in 
part, the taxpayer shall notify the Commissioner, who shall redeter- 
mine the amount of the tax due under Part II of this title for the year 
or years affected, and the amount of tax due upon such redetermina- 
tion, if any, shall be paid by the taxpayer upon notice and demand 
by the collector, or the amount of tax overpaid, if any, shall be cred- 
ited or refunded to the taxpayer in accordance with the provisions of 
section 252. In the case of such a tax accrued but not paid, the Com- 
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SIXTY-SEVENTH CONGRESS.    SESS . I.    CH.  136.    1921. 

tax as provided in subdivision (b) of section 205, the war-profits 
and excess-profits tax computed under subdivision (b) of section 
335 shall be credited against the net income computed for the entire 
period as provided in clause (1) of subdivision (b) of section 205. 

PAYMENT  OF  CORPORATION  INCOME  TAX  AT  SOURCE. 

SEC. 237. That in the case of foreign corporations subject to taxa- 
tion under this title not engaged in trade or business within the 
United States and not having any office or place of business therein, 
there shall be deducted and withheld at the source in the same manner 
and upon the same items of income as is provided in section 221 a 
tax equal to 12½ per centum thereof (but during the calendar year 
1921 only 10 per centum), and such tax shall be returned and paid 
in the same manner and subject to the same conditions as provided 
in that section: Provided, That in the case of interest described 
in subdivision (b) of that section the deduction and withholding 
shall be at the rate of 2 per centum. 

CREDIT  FOR  TAXES  IN  CASE  OF  CORPORATIONS. 

SEC. 238. (a) That in the case of a domestic corporation the tax 
imposed by this title, plus the war-profits and excess-profits taxes, 
if any, shall be credited with the amount of any income, war-profits, 
and excess-profits taxes paid during the same taxable year to any 
foreign country, or to any possession of the United States: Provided, 
That the amount of credit taken under this subdivision shall in no 
case exceed the same proportion of the taxes, against which such 
credit is taken, which the taxpayer's net income (computed without 
deduction for any income, war-profits, and excess-profits taxes im- 
posed by any foreign country or possession of the United States) 
from sources without the United States bears to its entire net income 
(computed without such deduction) for the same taxable year. In 
the case of domestic insurance companies subject to the tax imposed 
by section 243 or 246, the term "net income", as used in this sub- 
division means net income as defined in sections 245 and 246, 
respectively. 

(b) If accrued taxes when paid differ from the amounts claimed 
as credits by the corporation, or if any tax paid is refunded in whole 
or in part, the corporation shall at once notify the Commissioner, 
who shall redetermine the amount of the income, war-profits and 
excess-profits taxes for the year or years affected, and the amount 
of taxes due upon such redetermination, if any, shall be paid by 
the corporation upon notice and demand by the collector, or the 
amount of taxes overpaid, if any, shall be credited or refunded to 
the corporation in accordance with the provisions of section 252. 
In the case of such a tax accrued but not paid, the Commissioner as 
a condition precedent to the allowance of this credit may require 
the corporation to give a bond with sureties satisfactory to and to 
be approved by him in such penal sum as he may require, conditioned 
for the payment by the taxpayer of any amount of taxes found due 
upon any such redetermination; and the bond herein prescribed shall 
contain such further conditions as the Commissioner may require. 

(c) These credits shall be allowed only if the taxpayer furnishes 
evidence satisfactory to the Commissioner showing the amount of 
income derived from sources without the United States, and all 
other information necessary for the verification and computation of 
such credit. 

(d) If a domestic corporation makes a return for a fiscal year 
beginning in 1920 and ending in 1921, the credit for the entire fiscal 
year shall, notwithstanding any provision of this Act, be determined 
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