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wholly exempt from!taxation under this title as income to.the tax-: moouzmx.
payer, or;in the case of a nonresident alien'individual, the propdrtion’
of such ‘interest which the amount of his.grosd incomé:from sources :
within the United States bbars to tHe amount of his income from.
all sotirces withih and without thé! United Statess = : -+ <+ .
'.(3). Tdxes'paid or acdrued within the taxdble year imposed i(a) by Domestiotaxes,
the authority ‘of the- United States, exdept'income, wariprofits and FExceptions.
excess-profita: taxes; or:(b) by the authority ‘of-any of its pdsséssions,
excépt :the! amount of income, war-profits and' excess-profits -taxes
allowed as a'oredit under section 222; or (¢) by the authority.of any -
Stdte 'or Territory, ‘or-any county, school ‘district, municipality; ‘or
other: taxing: subdivisioh of any State . or Territory;’ not-mclu(;jng
thdse assessed agairist local benefits of a kind tending to:increase the
value of the 6ropert assessed ; or (d) in the case of a-citizen or resi- Forelgntaxes.
dent of the United States, by the authority of any foreign country, aenks.
except the amount of income, war-profits .and excess-profits taxes
allowed a8 & credit under section 222; or (e) in the case of & non- 5% norresident
resident -alien :individual, by-the: authority of. any-foreign country.
(except' income, - war-profits: and -excess-profits . taxes;. and taxes.
assessed against local benefits of .a/kind tending to increase the value
of the ﬂqperty assessed),; upon property orbusiness;. : . .
(4) Losses sustained during the taxable year.and not compensated Businesslopes.
for by insurance or otherwise,iif incurred in trade or business;..- .« o
(6) Losses sustained .during the taxable year and not compensated with business.
for by insurance ori otherwise, if incurred in.any transsction entered
into for profit, though not connected. with the.trade or business; but
in the case of a ndnresident alien individual only as to such transac-
) Tossos tustainon.dusing the, taxablo yoar of property mob cone o SLHy s, ae
sses sustained during the taxdble year.of property not con- conneeted with buss
neéted with: the' trade or busgmess (but in {he case of a nonresident ness.
alien individual only property within the United States)if -arisin
from fires; storms,:shipwreck, or other casualty; or from theft, an
if not compensated for by insurance or.otherwise; .-
(7%) Debts ascertained to be worthless and charged off within the
taxableyear;: -, .. - . - " ‘ !« . Exhaustion of busi-
(8)'A ‘reasonable allowance for the exhaustion, wear and tear of nessproperty.
property: used in.the:trade or business, including a reasonable allow-
ance for.obsolescendeji: ! . .. S E b ouoT 4. Amortization of eost
, (9) In the case'of: buildings, machinery, equipment, or other facili- of plants, vessels, eto,,
ties, constructed, erected, installed, or acquired, on or after April 8, for ™ vss.
1917, for the production of articles contributing to the prosecution
of the present wap, and in the case of;vessels constructed or acquired
on or after such date for the transportation-of articles or men con-
tributing to the prosecution of the present war, there shall ba allowed
a peasonable deduction for the amortization of such part of the cost .
of such facilities-or vessels as has been borne by the taxpsiﬁa;', but '
not again including any amount otherwise allowed under.this title
or previous Acts of Congress as a deduction in computing net income.
Atany time within three years after the termination of the present ,Bedetermination,
war, the Commissioner may, and at the request of the taxpayer shall, yeats: '
reexamine the return) and if he then finds as a result of an apprais
- or-from' other ‘evidence that the deduction originally allowed was
incorrect, the taxes imﬁosed by this title and by Title III for the
Credit, eto., of over.

Worthless debts.

year orf years affected shall be redetermined; and the amount of tax payments,
due upon.such redetermination, if. any; shall be paid upon notice .
and demand: by..the collector, or the amount-of tax overpaid, if any,
shallibe credited or refunded to the'taxpayer in accordance with the Pos, p. 1065,
provisions of section 262; S _ N

(l()zmln the case of mines, oil and gas wells, other natural deposits, , iz, oil wells, tim.
and timber, a reasonable allowance for (\ly.elf)letwn and for depreciation  Allowance for deple-
~ of improvements, according to the peculiar conditions in each case, o™ depreciation, sta.
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mooME TAX.  based ‘upon cost including cost of development not otherwise .de-
firovtsot. 4 prior to ducted: LProvided,' That in‘the 'case of such &roperties acquired prior
March 1, 1015. to March 1, 1918, the fair market value of the propert‘yoa?gr the tax-
payer’s interest. therein). on'that date shall be.taken in lieu ‘of cost
el b7y up to that date: Provided:further, That in: the case.of mines, oil and
for  gas wells; discovered by the taxpayer, on or after March 1,-1913, and
"~ not acquired:as the-result of purchase of a -proven:tract orlfease,
where the fair market.value of the property. is-materially dispropor-.
tionate to' the cost; the depletion allowance shall be based upon: the
fair niarket value of the property at the date of the discovczﬁ', or
within''thirty days therealter; such reasonable allowance in .all.the
above cases'to be made iinder rules and regulations to be prescribed
Leases. by ‘the Commissioner with: the approval of the Secretarﬁ. In the
case -of leases the deductions.allowed by this paragraph shall be

: equitably apportioned between the lessor and lessee; «
ot rpaianem > (11) Contributions or. gifts made within the taxable year to éor-
N rations. organized and opersted exclusively for religious, charita-
le, soientifio, or educational purposes, or for the: prevention of
Condition. cruelty to children or animals, no part of the net earnings of which
-inures to' the benefit of any private stockholder or individual, or to
tatiooionel rensbili- the gpecial fund for vocational rehabilitation authorized by section

dnte, proio, 7 of the Vooational Rehabilitation Aoct, to an amount not 1n excess
. of 15 per centum of the taxpayer’s net income as computed without
Limit. the benefit: of this' paragra{)hb_ Such contributions or gifts sliall be
allowable ‘as: deductions only if verified under rules an regulations

rescribed by the Commissioner, with the approval of the Secretary.
Nonresident aliens. the case of a nonrésident alien individual this deduction shall
allowed only as to contributions or gifts made to domestic corpora-
tio(nln;é or to such vocational rehabilitation fund; .

Losses from {nvea- ) (a) At the time of filing return for the taxable year: 1918 &

tory reduction or re-

balte on contracts. . taxpayer may filé' a claim in abatement based on.the fact that he has
i gora or 1o befied sustl.)aiged a s?xbdtantial loss (whether or not actually realized by sale

or other disposition) resulting from any material reduction (not due
to: temporary ‘ fluctuation) of the .value of the inventory for such
taxable year, or from the actual payment after the close of .such
taxable year of rebates in pursuance of contracts entered into'during
Bondrequired:  gyoh 'year upon sales made d such year. .In such case payment
of the amount of the tax covered by such claim shall not be required
_until the' claim ‘is* decided, but the taxpager shall accompany his
* " olaim with a bond in'double the amount of the tax:covered by the
claim, with suretivs. satisfactory to the Commissioner, conditioned
- for the payment of any part of such tax found to be due, with interest.
ol oyment of part dis- 72 an{ art of such claim is disallowed then the remainder of ‘the tax
due shall on notice and demand by the collector be paid by the tax-
payer with interest at the rate of 1 per centum per month from the
dusearnces to be de- ime the tax would have been due had no such claim been filed. If
it is shown to the satisfaction of the Commissioner that such sub-
- stantial logs has been sustained, tlien in computing the tax imposed
£ 10ss 1 DY this title the amount of such loss shall be deducted from the net
posouetion for loss If i neome.  (b) If no such claim is filed, but it is shown to the satis-
faction of the Commissioner that during the taxable year 1919 the
taquger has sustained a substantial loss of .the character above -

described then the amount of such loss shall be deducted from the
. net income for the taxable year 1918 and the tax imposed by this
Oredlty et therekt. titl for such year shall be redetermined accordingly.. Any amount
fourid to be due to the ta.xpayer upon the basis of such redetermina-
» - tion shall' be credited or refunded to the taxpayer in accordance:
, with the provisions of section 252. R
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! t(b) In: the case of & nonresident alien individual the deductions oSt
allowed ‘in" paragraphs (1), (4), (7), (8),.(9), :‘(L(l){, and '(12), and Deductions cnly on
Clause (o) of paragraph (3);-of subdivision (a)-shall be allowed only Bisiee. =, Ve
if anid'to the extent that they are connected with income arising from c
& bource within ‘the United States; and thé proper apportionment and Apportionment.
‘allotation ‘of the deductions with respect to so of income within - '

51idd without the United States shall be determined. under fules and

regulations' presoribed by the Commissioner with -the.approval - of

the Secretary. :

ITEMS NOT DEDUOTIBLE. = " . . Itemsnot deductible,
SEo. 218. That iri computing net income no deduction shall in any Oblectsspecided.

oase he allowed in respect of— o P

\ ¢« & ‘ i 4 3 . erwml to,' .

.+ (a).: Personal, living, 9rfamil expenses; . ‘., g v " ‘:m :x
(b) Any amount paid out for new- buildings or for a,lpermanent maroperty  mprove-

improvements or betterments made: to increase the value of any

property or estate; . ) o C
(0) Any-amount-expended in reptormg‘aaﬁroperty or in making propany. S oiausted
good the exhaustion thereof for which an allowance 18 or has been
made;or " cp s o i . Life insurance for

(d) Premiums paid on any life insurance policy, covering the Jx.fe employees f taxpayer
of any officer or employee, or of any person financially interested in bensfiied.
any trade or business-carried on by the taxpayer, when the taxpayer
is direotly or indirectly & beneficiary under such policy. .

. Credits allowed.

Objects specified.

OREDITS ALLOWED.

Sko, 216. That for the purpose of the normal tax only there'shall
be allowed the following credits: : ‘ p—

" (8) The amount received as dividends from & ¢orporation which'is arviden
taxable under this title upon its net income, and amotunts received
as dividends from a persgnal service corporation out of éarnings or .
profits upon which income tax has been imposed b{Ac’t of Congress; | . = in Fedemsl
(b) 'The ‘amount received as interéest upon ob ations ‘of * the securities, eto.
United States and bonds issued by -the War Fitiance Corporation,
which is ixﬁcluded in gross income under'section 213 ol
{(c) In the case of a single person, a Personal exemption of $1,000, I
or in the cpse of the head of & family or a matried person living with |\ \ irand
hl.lsbtixixd_ or wife, & personal exemption of $2,000. A husband and adwite. =
wife living together shall receive but one personal -exémption of
.$2,000 against’their aggregate net incomé; and in case they make
soparate returns, the personal exemption Qf $2,000 may be taken by
.either or d1v1dpcf between them; - , Allowence for d
" () $200 for each ]ifrson (other than husband or 'wife) dependent pendents. >
upon and receiving his chief support from tlie taxpayer, if ‘such
ggﬁendent é)erson 18 under eighteen years of age or'is incapable of
self-support because mentally or physically defective, -~ - Nonresident allens
(e) In the case of a nonresident alien md_mdu‘al‘z‘vho is a oitizen Personsl exemptions
or sub()‘ieob of a ¢ountry which ii;ngo’ées ati income tax, the credits retrsted o
allowed in subdivisions (¢) and '(d) shall be’allowed only if such
country allows a similar credit to citizens of the United States not
residing in such country. e :

NONRESIDENT ALIENS—ALLOWANOE OF DEDUOTIONS - AND OREDITS.

© ‘Seo. 217, That a nonresident alien individual ghall receive!the yaetirs .o dve
-benefit of the deductions and credits allowed in this title only by tions. '
filing or causing ‘to be filed with the collector & true and accurate
return of his total income received from all sources corporate or
~ otherwise in the United States, in the manner prescribed by this
_ title, including therein all the information which the Commissioner

5
'

Nonresident aliens, .
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