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(12) The receipts of shipowners' mutual protection and indemnity
associations, not organized for profit, and no part of the net earn-
ings of which inures to the benefit of nny private shareholder; but
such -n corations shall be subject as other persons to the tax upon
their , income from interest, dividends, and rents;

(13) in the case of a person, amounts distributed as dividends to
or for Nig'benefit by a corporation organized under the China Trade
Act, 1922 'if' at the time of such distribution, he is a resident of
China,' and to equitable right to the income of the shares of stock
of the corporation is in good faith vested in him;

(14)' In the se off an individual citizen of the United States, a
bona fide nonresident of the United States for more than six months
during the taxable year, amounts received from sources without the
United States if guch amounts constitute earned income as defined
in section 209; but such individual shall not be allowed as a deduction
from his gross income any deductions properly allocable to or charge-
able against amounts excluded from gross income under this para-
graph.

(c) In the case of a nonresident alien individual, gross income
means only the gross income from sources within the United States,
determined under the provisions of section 217.

DEDUCTIONS ALLOWED INDIVIDUALS

SEc. 214. (a) In computing net income there shall be allowed as
deductions:

(1) All the, ordinary and necessary expenses paid or incurred
durmg the taxable year in carrymg on any trade or business,
includig a reasonable allowance for salaries or other compensation
for personal services actually rendered; traveling expenses (includ-
ing the entire amount expended for meals and lodging) while away
from home 'in the pursuit of a trade or business; and rentals or
other payments required to be made as a condition to the continued
use or possession, or purposes of the trade or business, of property
to which the taxpapr 'has not taken or is not taking title or in
which ha has no eqity;

(2) All inter(: paid or accrued within the taxable year on
indebtedness, except on indebtedness incurred or continued to pur-
chase or carry obligations or securities (other than obligations of
the United States issued after September 24, 1917, and originally
subscribWd 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)
income, war-profits, and excess-profits taxes imposed by the author-
ity of the united States, (B) so much of the income, war-profits,
and excess-piofits taxes, imposed by the authority of any foreign
country or possession of the United States, as is allowed as a credit
under seetiqn 222, (0) taxes assessed against local benefits of a kind
tending to increase the ralue of the property assessed, and (D)
taxes imposed upon the taxpayer upon his interest as shareholder
of a corporation, which are paid by the corporation without reim-
bursement frow the taxpayer. For the purpose of this paragraph,
estate, inheritance, legacy, and succession taxes accrue on the due
date thereof except as otbrwise provided by the law of the juris-
diction imposing such taxes;

(4) Losses sustained during the taxable year and not compen-
sated for by insurance or otherwise, if incurred in trade or busi-
ness;

(5) Losses sustained during the taxable year and not compen-
satkd for by insurance or otherwise, if incurred in any transaction
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entered into for profit, though not connected, with the trade or
business; but in the case of a nonresident alien individual only
if the profit, if such transaction had resulted in a profit, would be
taxable under this title. No deduction shall be allowed under this
paragraph for any loss claimed to have been sustained in any sale
or other disposition of shares of stock or securities 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
bequestor inheritance) or has entered into a contract or option
to acquire substaiitially identical property, and the property so
acquired is held by the taxpayer.for any period after such sale
or other disposition. If such acquisition or the contract or option
to acquire is to the extent of part only of substantially identical
property, then only a proportionate part of the loss shall be dis-
allowed;

(6) Losses sustained during the taxable year of property not con-
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, andif not compensated for by insurance or otherwise. The basis for
determining the amount of the deduction under this paragraph, orparagraph (4) or (5), shall be the same as is provided in section
204 for determining the gain or loss from the sale or other disposi-
tion of property;

('() 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
is recoverable only in part, the Commissioner may allow such debt to
be charged off in part;

(8) A reasonable allowance for the exhaustion, wear and tear of bproperty used in the trade or business including a reasonable allow-
ance for obsolescence. In the case oi improved real estate held by done person for life with remainder to another person, the deduction
provided for in this paragraph shall be equitably apportioned be-tween the life tenant and the remainderman under rules and regula-
tions prescribed by the Commissioner with the approval of the
Secretary;

.9)In the case of mines, oil and gas wells, other natural deposits
an timber, a reasonable allowance for depletion and for deprecia-

tion of improvements, according to the peculiar conditions in each
case; such reasonable allowance in all cases to be made under rulesand regulations to be prescribed by the Commissioner, with the ap-proval of the Secretary. In the case of leases the deduction allowed
by this paragraph shall be equitably apportioned between the lessorand lessee;

(10) Contributions or gifts made within the taxable year to orfor the use of: (A) The United Stattes, any State, Territory, or any
political subdivision thereof or the District of Columbia, forexclusively public Urposes;orcmm iuli rp o B) any corporation, or trust, or coM-1unity chest, fun or foundation, organized and oprated exclu-. 1tlively for religious, charitable, scientific, literary, or educational pur-poses, or for the prevention of cruelty to children or animals, nopart of the net earnings of which inures to the benefit of any private
shareholder or individual; (C) the special fund for vocational re- tohabilitation authorized by section 7 of the Vocational Rehabilitation
Act; (D) posts or organizations of war veterans, or auxiliary units iza,or societies of any such posts or organizations, if such posts, organi-zations, units2 or societies are organized in the United States or anyof its possessions, and if no part of their net earnings inures to the
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benefit of any private shareholder or individual; or (E) a fraternal
society, order, or association, operating under the lodge system, but
only at such contributions or gifts are to be used exclusively for
religious, charitable, scientific, literary, or educational purposes, Qr
for the prevention of cruelty to children or Lmnimals; to an amount
which in all theabove cases combined does not exceed 15 per centum
of the taxpayer's nst income as computed without the benefit of this
paragraph, except that if in the taxable yar a in each of the ten
preceding taxable years the amount iu all the aboveoases combined
exceeds 90 per centum of the taxpayer's net i cpse jor each such
year, as computed without the benefit of this paragraph, then to the
full amount of such contributions and gifts made withi the taxable
year. In case of a nonresident agjen individual this deduction shall

allowed only as to contributions or gifts made to domestic corpo-
rations, or to community chests, funds, or foundations created in
the United States, or to such vocational rehabilitation lund. Such
contributions or gifts shallbe allowable as deductions only if verified
under rules. and regulations prescribed by the Commissioner, with
the approval of . the Secretary;

(11) In the case of a casual sale or other casual disposition of
real property, a reasonable allowance for future expense liabilities,
incurred under the provisions of the contract under which such sale
or other dispositon was made, under such regulations as the Com-
missioner, with the approval of the Secretary, may prescribe, includ-
ing the giving of a bond, with such sureties and in such sum (not
less than the estimated tax liability computed without the benefit of
this paragraph) as the Commissioner may require, conditioned upon
the payment. (notwithstanding any statute of limitations) of the tax,
computed without the benefit of this paragraph, in respect of any
amounts allowed as a deduction under this paragraph and not ac-
tually expended in carrying out the provisions ofsuch contract.

(b), In the case of a nonresident alien individual, the deductions
allowed in subdivision (a), except those allowed in paragraphs (5),
(6), and (10), shall be allowed .only if and to the extent 4 a they
are connected with income from sources within the United States;
and the proper apportionment and allocation of the deductions with
respect to sources of income within and without the United States
shall be determined as provided in section 217 under rules and regu-
lations prescribed by the Commissioner with the approval of the
Secretary. In the case of a citizen entitled to the beneits of section
262 the deductions shall be the same and shall be determined in thp
same manner as in the case of a nonresident alien individual.

ITEMS NOT DEDUCTIBLE

SEc. 215. (a) In computing net income no deduction shall in
any case be allowed in respect of-

1 Personal, living, or family expenses;
2) Any amount paid out for new buildings or, for permanent

improvements or betterments made to increase the value .! any
property or estate;

(3) Any amount expended in restoring property or in makinggood the exhaustion thereof for which an allowance is or has been
made; or

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