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SIXTY-SEVENTH CONGRESS. Sess. I. Cu. 136. 1921, 289

public utility, no tax shall be levied under the provisions of this title - mcous zax.
upon the income derived from the operation of such public utility, so
far as the payment thereof will impose a loss or burden upon such
State, Territory, District of Columbia, or political subdivision; bt oy P! =P
this provision 18 not intended and shall not be construed to confer
upon such person any financial gain or exemption or to relieve such
person from the payment of a tex as provided for in this title upon the
part or portion of such income to which such person is entitled under
such contract; ‘
(8) The income of & non{:sident alien or foreign corporation which o5 “Hex samines ot
consists exclusively of earnings derived from the operation of a ship or forelen ships.
ships documented under'the laws of a fore%n country which grants :
an equivalent exemption to citizens of the United States and to cor-
porations organized in the United States; - '
(9) Amounts received as compensation, family allotments and , War risk end rehs-
allowances under the provisiohs of the War Risk Insurance and the eto., and pensions. '
Vocational Rehabilitation Acts, or as pensions from the United States
for service of the beneficiary or another in the military or naval forces
of the United States in time of war;
(10) So much of the amount received by an individual after De- , From bullding eto.,
cember 31, 1921, and before January 1, 1927, as dividends or interest, ceeding$3d.
from domestic building and loan associations, operated exclusively for ~Temization.
the purpose of making loans to members, as does not exceed $300;
(11) Therental value of a dwelling house and appurtenances thereof jRent of minister's
furnished to a minister of the gospel as part of his compensation; '
(12) The receipts of shipowners’ mutual protection and indemnity  Recelpts of ship-
associations, not organized for profit, and no part of the net earnings ciations.
of which inures to the benefit of any private stockholder or member, Festriction,
but such corporations shall be subject as other persons to the tax
upon their net income from interest, dividends, and rents. Post, p. 856,
(c) In the case of a nonresident alien individual, gross income §onrefidentaliens,
means only the gross income from sources within the United States, from United " States
determined under the provisions of section 217. '

ete.

DEDUCTIONS ALLOWED INDIVIDUALS. Deductions allowed.

Sko. 214. (a) That in computing net income there shall be allowed ¥temsspecied.
as deductions: *

(1) All the ordinary and necessary expenses paid or incurred during Busiiess expenses.
the taxable 1Xear in carrying on any trade or business, including a
reasonable atlowance for salaries or other compensation for personal
services actually rendered; traveling expenses (including the entire , Trayeling, ete., in-
amount expended for meals and lofgingl)) while away from home in
the pursuit of a trade or business; and rentals or other payments
required to be made asa condition to the continued use or posseéssion,
for purposes of the trade or business, of property to which the taxpayer
has not taken or is not taking title or in which he has no equity;

(2) All interest paid or accrued within the taxable year on indebt-
edness, except on indebtedness incurred or continued to purchase or
carry obligations or securities (other than obligations of the United
States issued after September 24, 1917, and originally subscribed for
by the taxpayer) the interest upon which is wholly exempt from
taxation under this title;

(3) Taxes paid or accrued within the taxable year except (a) in- Fatespsld. =
come, war-profits, and excess-profits taxes imposed by the authority T
of the United States, (b) so much of the income, war-profits and
excess-profits taxes, irﬁposed by the authority of any foreign country
or possession of the United States, as is allowed as a credit under
section 222, (c) taxes assessed against local benefits of a kind tendinﬁ
to increase the value of the property assessed, and (d) taxes impose

Interest on debts.
Exoception,
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mcoue TAX.  ypon the taxpayer upon his interest as shareholder or member of a
corporation, which are paid by the corporation without reimburse-

Estato,otc., 18X, ment from the taxpayer. For the purpose of this paragraph estate,
inheritance, legacy, and succession taxes accrue on the due date
thereof except as otherwise provided by the law of the jurisdiction
imposing such taxes;

Business losscs. 4) Losses sustained during the taxable year and not compensated
for by insurance or otherwise, if incurred in trade or business;

wiiSsesnoteonnected  (5) Liosses sustained during the taxable year and not compensated
for by insurance or otherwise, if incurred in any transaction entered
into for profit, though not connected with the trade or business;
but in the case of a nonresident alien individual only if and to the
extent that the profit, if such transaction had resulted in a profit,

Restriction as to would be taxable under this title. No deduction shall be allowed

sales ofatock. under this paragraph for any loss claimed to have been sustained in
any sale or other disposition of shares of stock or securities made
after the passage of this Act where it appears that within thirty days
before or after the date of such sale or other disposition the taxpayer
has acquired (otherwise than by bequest or inheritance) substantially
identical property, and the progertq 80 acqtlllired is held by the tax-
of \lowance for part payer for any period after such sale or other disposition. If such
' acquisition is to the extent of part only of substantially identical
gﬁoper(tiy, then only a proportionate part of the loss shall be dis-
owed; :

oCasualty Josses, not  (8) Losses sustained during the taxable year of property not con-
business, nected with the trade or business (but in the case of a nonresident

alien individual only property within the United States) if arisin

from fires, storms, shipwreck, or other casualty, or from theft, and 1
JiSigned to year in not compensated for by insurance or otherwise. Losses allowed under
" paragraphs (4), (6), and (6) of this subdivision shall be deducted as
of the taxable year in which sustained unless, in order to clearly

reflect the income, the loss should, in the opinion of the Commissioner,
vl property acquired b accounted for as of a different period. In case of losses arising
'™ from destruction of or damage to property, where the property so
destroyed or damaged was acquired before March 1, 1913, the de-
duction shall be computed upon the basis of its fair market price or

value as of March 1, 1913;

Worthless debis. (7) Debts ascertained to be worthless and charged off within the
taxable year (or, in the discretion of the Commissioner, a reasonable
addition to a reserve for bad debts); and when satisfied that a debt

RecoveredInpart. g recoverable only in part, the Commissioner may allow such debt
to be charged off in part;

pExhaustlon, eto, of - (8) A reasonable allowance for the exhaustion, wear and tear of
Property: property used in the trade or business, including a reasonable allow-
ance for obsolescence. In the case of such property acquired before
March 1, 1913, this deduction shall be computed upon the basis of its
fair market price or value as of March 1, 1913;
ol ot (9) In the case of buildings, machinery, equipment, or other
for World War uses. ' facilities, constructed, crected, 1nstalled, or acquired, on or after April
6, 1917, for the production of articles contributing to the prosecution
of the war against the German Government, and in the case of
vessels constructed or acquired on or after such date for the trans-
portation of articles or men contributing to the prosecution of such
war, there shall be allowed, for any taxalﬁe year ending before March
3, 1924 (if claim therefor was made at the time of filing return for the
taxable year 1918, 1919, 1920, or 1921) a reasonable deduction for the
amortization of such part of the cost of such facilities or vessels as

Limitation. has been borne by the taxpayer, but not again including any amount

otherwise allowed under this title or previous Acts of Congress as a
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deduction in computing net income. At any time before March 3, [ Icousmax. =~
1924, the Commissioner may, and at the request of the taxpayer shall, tax, eto., allowed be-
repxamine the return, and if he then finds as a result of an appraisal o Marh 3 12

or from other evidence that the deduction originally allowed was
incorrect, the income, war-profits, and excess-profits taxes for the
year or years affected shall be redetermined; and the amount of tax
due upon such redetermination, if any, shall be paid upon notice and
demand by the collector, or the amount of tax overpaid, if any, shall
be credited or refunded to the taxpayer in accordance with the * osh B 28
provisions of section 252; _

(10) In the case of mines, oil and gas wells, other natural deposits, per s 1 wells tm-
and timber, a reasonable allowance for depletion and for depreciation , Aliowsnce for deple
of improvements, according to the peculiar conditions in each case, = T
base uggn cost including cost of development not otherwise de-
ducted: Provided, That in the. case of such goperties acquired prior Basis it acquired
to March 1, 1913, the fair market value of the ;i(ropertﬁ ?or the tax- Pprior to March 1, 1013,
payer’s interest tﬁqrein) on that date shall be taken in lieu of cost up
to that date: Provided further, That in the case of mines, 0il and gas , Discovered thereat.
wells, discovered by the taxpayer, on or after March 1, 1913, and not ter.
acquired as the result of purchase of a proven tract or lease, where
the fair market value of the property is materially disproportionate
to the cost, the depletion allowance shall be based upon the fair
market value of the property at the date of the discovery, or within Al pased
thirty days thereaftor: And provided further, That such depletion aicovery veie. . o
allowance based on discovery value shall not exceed the net income,
computed without allowance for depletion, from the property upon
which the discovery is made, except where such net income so com-
puted is less than the depletion allowance based on cost or fair g. uaitons to be
market value as of March 1, 1913; such reasonable allowance in all preseribed.
the above cases to be made under rules and regulations to be pre-
scribed by the Commissioner, with the alg)roval of the Secretary.

In the case of leases the deductions allowed by this paragraph shall
be equitably apportioned between the lessor and lessee;
(11) Contributions or gifts made within the taxable year to or for Fuiyes, ...
the ‘use of: (A) The United States, any State, Territory, or any
political subdivision thereof, or the District of Columbia, for ex-
clusively public purposes; (B) any corporation, or community chest, fommunity chects,
fund, or foundation, organized and.operated exclusively for religious, ete. organizations,ctc’
charitable, scientific, literary, or educational purposes, including posts
of the American Legion or the women’s auxiliary units thereof, or , ...
for the prevention ?)% cruelty to children or animals, no part of the ’
net earnings of which inures to the benefit of any private stockholder vecationst renabii
or individual; or (C) the special fund for vocational rehabilitation tefionfund. o
authorized by section 7 of the Vocational Rehabilitation Act; toan =~ ™7
amount which in all the above cases combined does not exceed 15 ™!
er centum of the taxpayer’s net income as computed without the pynonresidentatien
enefit of this paragraph. In case of a nonresident alien individual individuals.

this deduction shall be allowed only as to contributions or gifts made

to domestic corporations, or to community chests, funds, or founda-

tions, created in the United States, or to such vocational rehabilitation

fund. Such contributions or gifts shall be allowable as deductions

only if verified under rules and regulations prescribed by the Com-

missioner, with the approval of the Secr.etar{; ‘ _ Proceeds from Invl-

(12) If property is compulsorily or involuntarily converted into untary conversion of
cash or its equivalsgnb as a result of (A) its destruction in whole or in Property.
part, (B) theft or seizure, or (C) an exercise of the power of requisi-
tion or condemnation, or the threat or imminence thereof; and if
the taxpayer proceeds forthwith in good faith, under regulations
{)rescribed by the Commissioner with the approval of the Secretary,

0 expend the proceeds of such conversion in the acquisition of other

16

Payment or refund.

Provisos,
it

Conditlons on use of.
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iNcouk TAX.  property of a character similar or related in service or use to the

property so converted, or in the acquisition of 80 per centum or

- more of the stock or shares of & corporation owning such other prop-

erty, or in the establishment of a replacément fund, then thero shall

be allowed as a deduction such portion of the gain derived as the

ﬁ)‘ortion of the proceeds so expended bears to the entire proceeds.

jaapplicable to prior The provisions of this paragraph prescribing the conditions under

which a deduction may be taken in respect of the proceeds or gains

derived from the compulsory or involuntary conversion of propertiy

into cash or its equivalent, shall apply so far as may be practicable

to the exemption or exclusion of such proceeds or gains from gross

Allowance to non- income under prior income, war-profits and excess-profits tax acts.

residentallens. . (b) In the case of a nonresident alien individual, the deductions

nited States, allowed in subdivision (a), except those allowed in paragraphs (5),

" (6), and (11), shall be allowed only if and to the extent that they are

connected with income from sources within the United States; and

the -proper apportionment and allocation of the deductions with

respact to sources of income within and without the United States

shall be determined as provided in section 217 under rules and regu-

Citizens. of sources 18tions prescribed by the Commissioner with the approval of the

in United’States pos- Secretary. In the case of a citizen entitled to the benefits of section

oL p. 271, 262 the deductions shall be the same and shall be determined in.the
same manner as in the case of a nonresident alien individual.

Post, p. 243.

‘Items not deducti-

ble. " ITEMS NOT DEDUCTIBLE.
b ified. . . . .
Oblects specificd _ See. 215, (a) That in computlnfg net income no deduction shall
in any case be allowed in respect of—

Personal, ete., ex- . 4 SN
» (1)” Personal, living, or family expenses;

penses. .
maroperty lmprove-  (9) Any amount paid out for new buildings or for permanent
improvements or betterments made to increase the value of any
Restoring exhausted Property or estate;
property. (5) Any amount expended in restoring property or in making good
the exhaustion thereof for which an allowance is or has been made;
Life insurance for OT . ] v . . ;
employees. (4) Premiums paid on any life insurance fgghcy covering the life
of any officer or employee, or of any person financially interested in
any trade or business carried on by the taxpayer, when the taxpayer
Income from life, 18 directly or indirectly a beneficiary under such policy.
etc., Interests acquired  (b) Amounts paid under the laws of any State, Territory, District
yeth e of Columbia, possession of the United States, or foreign country as
income to the holder of a life or terminable interest acquired by gift,
beguest, or inheritance shall not be reduced or diminished by any
deduction for shrinkage (by whatever name called) in the value of
such interest due to the lapse of time, nor by any deduction allowed
by this Act for the f)urpose of comﬁuting the net income of an estate
or trust but not allowed under the laws of such State, Territory,
District of Columbia, possession of the Unitcd States, or foreign coun-
try for the purpose of computing the income to which such holder

. o is entitled.
redits allowed. CREDITS ALLOWED INDIVIDUALS.

Hems spocified. Sec. 216. That for the purpose of the normal tax only there shall
Dividends from cor- D@ 8llowed the following credits:
porations. ) (a) The amount received as dividends (1) from a domestic corpo-
ameted” P 1% ration other than a corporation entitled to the benefits of section 262,
Poat, p. 856. or (2) from a foreign corporation when it is shown to the satisfaction
of the Commissioner that more than 50 per centum of the gross
income of such foreign corlporation for the three-year period endin
with the close of its taxable year preceding the (Lclaration of suc
dividends (or for such part of such period as the corporation has been

-
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