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SIXTY-THIRD CONGRESS. SEES. I. Cu. 16 . 1913 .
INCOME TAX-con- G. (a) That the normal tax hereinbefore imposed upon individ-tinned .
Normal tax on net uals likewise shall be levied, assessed, and pal annually upon the

incomes of corpora
ticns ew.

	

entire net income arising or accruing from all sources during the
Domestic. preceding calendar year to every corporation, joint-stock company

or association, andy every insurance company, organized in the
United States, no matter how created or organized, not including

Foreign. ~5artnerships ; but if organized, authorized, or existing under the
laws of any foreign country, then upon the amount of net income
accruing from business transacted and capital invested within . the

~r••7e08

	

United States during such year :
-Pa"

Provided, however That nothingiaations ea-
this section shall apply to labor, agriculturl, or horticultural organi-
zations, or to mutual savings banks not having a capital stock repre-
sented by shares, or to fraternal beneficiary societies, orders, or asso-
ciations operating under the lodge system or for the exclusive benefit
of the members of a fraternity itself operating under the lodge system,
and providing for the payment of life, sick, accident, and other bene-
fits to the members of such societies, orders, or associations and
dependents of such members, nor to domestic buildin and loan
associations, nor to cemetery companies, organized and operated
exclusively for the mutual benefit of their members, nor to any cor-
poration or association organized and operated exclusively for reli-
gious, charitable, scientific, or educational purposes, no part of the
net income of which inures to the benefit of any private stockholder
or individual, nor to business leagues, nor to chambers of commerce
or boards of trade, not organized for profit or no part of the net
income of which inures to the benefit of the private stockholder or
individual; nor to any civic league or organization not organized for

income of states,
profit, but operated exclusivelyy for the promotion of social welfare :

ete., from public utiii- Provided further, That there shall not be taxed under this section
ties : any income derived from any public utility or from the exercise of

any essential governmental function accruing. to any State, Terri-
tory, or the District of Columbia or any potical subdivision of a
State, Territory, or the . District oi Columbia, nor any income accru-
ing to the government of the Philippine Islands or Porto Rico, or of

O rated under con-
any political subdivision of the Philippine Islands or Porto Rico :

tract Provided, That whenever any State, Territory, or the District of
Columbia or any political subdivision of a State or Territory, has,
prior to the passage of this Act, entered in good faith into a contract
with any person or corporation, -the object and purpose of which is
to acquire, construct, operate or maintain a public utility, no tax
shall be levied under the provisions of this Act upon the income
derived from the operation of such public utility, so far as the ay-
ment thereof will impose a loss or burden upon such State, Terri-
tory, or the District of Columbia, -or a political subdivision of a State

p
Limitation° or Territory ; but this provision is not intended to confer upon such

erson

i

or corporation any financial gain or exemption or to relieve
such person or corporation from the payment of a tax as provided
for in this section upon the part or portion of the said income to which
such person or corporation. shall be entitled under such contract .Domestic corpora

	

(b) Such net income shall be ascertained by deductin from thedons .dons .
Deduction from gross gross amount of the income of such corporation, joint toc company

or association, or insurance company, received within the year from
Business expenses, all sources, (first) all the ordinary and necessary expenses paid

within the year in the maintenance and operation of its business
and properties, including rentals or other payments required to. be
made as a condition to the continued use or possession of property ;

tiLLossesanddeprecia- (Second) all losses actually sustained within the year and not com-
pensated by insurance or otherwise, including a reasonable allowance
for depreciation by use, wear and tear of property, if any ; and in
the case of mines a reasonable allowance for depletion of ores and
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all otherr natural deposits, not to exceed 5 per centum of the gross t oaME T` X-~ -̀value at the mine of the output for the year for which the computation
is made; and in case of insurance companies the net addition, if any, Insurancecompaniesl

required by law to be made within the year to reserve funds and the
sums other than dividends paid within the year on policy and annuity Proaisos

'contracts : Provided, That mutual fire insurance companies requiring Mutual are in=-
their members to make premium deposits to provide for losses and ex- ante eOmp ~
penses shall not return as income any portion of the premium deposits
returned to their policyholders, but shall return as taxable income
all income received by them from all other sources plus such portions
of thepremium deposits as are retained b yp the companies for purposes
other than the a ent of losses any expenses and reinsurance
reserves :

Pr=e
,f

	

Mutual In-reserves :

	

S

	

companies.
shall include in their return of gross income gross premiums collected
and received by them less amounts paid for reinsurance, but shall
be entitled to include in deductions from gross income amounts
repaid to policyholders on account of premiums previously paid by
them and interest paid upon such amounts between the ascertain-
ment thereof and the payment thereof and life insurance companies
shall not include as income in any year such portion of any actual
premium received from any individual policyholder as shall have
been paid back or credited to such individual policyholder, or treated
as an abatement of premium of such individual policyholder, within Interest on indebt.such year ; (third) the amount of interest accrued and paid within edn?ss °

the year on its indebtedness to an amount of such indebtedness Limit .

not exceeding one-half of the sum of its interest bearing indebtedness
and its paid-up capital stock outstanding at the close of the year,
or if no capital stock, the amount of interest paid within the
year on an amount of its indebtedness not exceeding the amount

f

of capital employed in the business at the close of the year : Provided, Secured by collat.That in case of indebtedness wholly secured by collateral the subject era s.
of sale in ordinary business of such corporation, joint stock company,
or association, the total interest secured and paid by such company,
corporation, or asso-iation within the year on any such indebtedness
may be deducted as a part of its expense of doing business : Provided

Bonds guaranteedurther, That in the case of bonds or other indebtedness, which have free of tax.
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 shall be allowed ; and in the case of a bank, banking associa- Interest on deposits .
tion, loan, or trust company, interest paid within the year on deposits
or on moneys received for investment and secured by interest-bearing
certificates of indebtedness issued by such bank, banking association,
loan or trust company; (fourth) all sums paid by it within the year TP3 '
for taxes imposed under the authority of the United States or of any
State or Territory thereof, or imposed by the Government of any Foreigneorporat ions.foreign country : Provided, That in the case of a corporation, joint- Deductions on busi.
stock company or association, or insurance company, organized, au- ness in United Stares .
thorized., or existing under the laws of any foreign country, such net
income shall be ascertained by deducting from the gross amount of
its income accrued within the year from business transacted and
capital invested within the United States, (first) all the ordinary and Business expenses .
necessary expenses actually paid within the year out of earnings in
the maintenance and operation of its business and property within
the United States, including rentals or other payments required to
be made as a condition to the continued use or possession of property ;
(second) all losses actually sustained within the year in business con- Loss" anddepreeia-
ducted by it within the nited States and not compensated by insur-
ance or otherwise, including a reasonable allowance for depreciation
by use, wear and tear of property, if any, and in the case of mines a
reasonable allowance for depletion of ores and all other natural depos-
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t co'z T&x- '- its, not to exceed 5 per centum of the gross value at the mine of the
insurance•ompanfes. output for the year for which the computation is made; and in case

of insurance companies the net addition, if any, required by law .to
be made within the year to reserve funds and the sums other than
dividends ~ paid within the year on policy and annuity contracts : Pro-

e companies .
e e fur- vided further, That mutual fire insurance companies requiring their

members to make premium deposits to provide for losses and ex-
penses shall not return as income any portion of the premium deposits
returned to their olicyholders, but shall return as taxable income
all income receive by them from all other sources plus such portions
of the premium deposits as are retained by the companies for pur-
poses other than the payment of losses and expenses and reinsurance

Mutual ~s . reserves : Provided further, That mutual marine insurance companies
shall include in their return of gross income gross premiums collected
and received by them less amounts paid for reinsurance, but shall be
entitled to include in deductions from gross income amounts repaid
to policyholders on account of premiums previously paid by them,
and interest paid upon such amounts between the ascertainment
thereof and the payment thereof and life insurance companies shall
not include as income in any year such portion of any actual premium
received from any individual policyholder as shall have been paid
back or credited to such individual policyholder, or treated as an

Interest on

	

abatement of premium of such individual policyholder, within such
indebU

edness,

	

year ; (third) - the amount of interest accrued and paid within the
Limit. year on its indebtedness to an amount of such indebtedness not ex-

ceeding the proportion of one-half of the sum of its interest bearing
indebtedness and its paid-up capital stock outstanding at the close
of the year, or if no capital stock, the capital employed in the business
at the close of the year 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

ties o=
dss . guaranteed 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 taxa-
tion, no deduction for the payment of the tax herein imposed shall

stagy
es paid

	

be allowed ; (fourth) all sums paid b it within the year for taxes
imposed under the authority of the United States or of any State or

any ~ment 1usur Territory thereof or the District of Columbia . In the case of assess-
Compaues'guaranty went insurance companies, wheth3r domestic or foreign, the actualdeposits .

	

deposit of sums with State or Territorial officers , pursuant to law,
as additions to guarantee or reserve funds shall be treated as being
payments required by law to reserve funds .

calendar9~ tea for (c) The tax herein imposed shall be computed upon its entire net
Provisos.

	

income accrued within each preceding calendar year ending Decem-For 1913 . ber thirty-first : Provided, however, Tat for the year ending Decem-
ber thirty-first, nineteen hundred and thirteen, said tax shall be
imposed upon its entire net income accrued within that portion of
said year from March first to December thirty-first, both dates

Fiscal year of c o r- inclusive, to be ascertained by taking five-sixths of its entire net
porstions. income for said calender year : Provided further, That any corpora-

tion, joint-stock company or association, or insurance company sub-
ject to this tax may designate the last day of any month in the year
as the day of the closing of its fiscal year and shall be entitled to have
the tax payable by it computed upon the basis of the net income
ascertained as herein provided for the year ending on the day so desig-
nated in the year preceding the date of assessment instead of u' on

Notification of, the basis of the net income for the calendar year preceding the date
collector. of assessment ; and it shall give notice of the day it has thus- desig-

nated as the closing of its fiscal year to the collector of the district in
which its principal business office is located at any- time not less than
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