
304
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WAR EXCEASES PROFITS

	

SEC . 203. That for the purposes of this title the deduction shall be
Deductionsallowed . as follows, except as otherwise in this title provided-
Domestic corpora

tions.

	

(a) In the case of a domestic corporation . the sum of (1) an amountdons.
equal to the same percentage of the invested capital for the taxable
year which the average amount of the annual net income of the trade
or business during the prewar period was of the invested capital for
the prewar period (but not less than seven or more than nine per
centum of the invested capital for the taxable year), and (2) $3,000 ;E 8onr~a?nom, ¢It'' (b) In the case of a domestic partnership or of a citizen or resident
of the United States, the sum of (1) an amount equal to the same
percentage of the invested capital for the taxable year which the
average amount of the annual net income of the trade or business
during the prewar period was of the invested capital for the prewar
period (but not less than seven or more than nine per centum of the
invested capital for the taxable year), and (2) $6,000 ;

etc .
Foreign Corporations, (c) In the case of a foreign corporation or partnership or of a

nonresident alien individual, an amount ascertained in the same
manner as provided in subdivisions (a) and (b) without any exemp-
tion of $3,000 or $6,000 .

Secretaryo the Treas.

	

(d) If the Secretary of the Treasury is unable satisfactorily to
ury .

	

determine the average amount of the annual net income of the trade
or business during the prewar period, the deduction shall be deter-

rnfra.

	

mined in the same manner as provided in section two hundred and
five .

Amount if no prewar SEC. 204 . That if a corporation or partnership was not in existence,business, etc. or an individual was not engaged in the trade or business, during the
whole of any one calendar year during the prewar period, the deduc-
tion shall be an amount equal to eight per centum of the invested
capital for the taxable year, plus in the case of a domestic corporation
$3,000, and In the case of a domestic partnership or a citizen or
resident of the United States $6,000.

Determinationifnew A trade or business carried on by a corporation, partnership, orbusiness a continuation
of former . individual, although formally organized or reorganized on or after

January second, nineteen hundred and thirteen, which is substan-
tially a continuation of a trade or business carried on prior to that
date, shall, for the purposes of this title, be deemed to have been in
existence prior to that date, and the net income and invested capital
of its predecessor prior to that date shall be deemed to have been its
net income and invested capital.

Deductions by Secre- SEC . 205. (a) That if the Secretary of the Treasury, upon complainti
. no prewar income- finds either (1) that during the prewar period a domestic corporation

or partnership, or a citizen or resident of the United States, had no
If lower than average net income from the trade or business, or (2) that during the prewar

similar bnmneaq . period the percentage, which the net income was of the -invested
capital, was low as compared with the percentage, which the net
income during such period of representative corporations, partner-
ships, and individuals, engaged in a like or similar trade or business,

Basis of computing. was of their invested capital, then the deduction shall be the sum
of (1) an amount equal to the same percentage of its invested capital
for the taxable year which the average deduction (determined in the
same manner as provided in section two hundred and three, without
including the $3,000 or $6,000 therein referred to) for such year of
representative corporations, partnerships, or individuals, engaged in -
a like or similar trade or business; is of' their average invested capital
for such year plus (2) in the case of a domestic corporation $3,000,
and in the case of a domestic partnership or a citizen or resident of the
United States $6,000 .

Determination of per- The

	

which the net income was of the invested capital
ttof e5ted capitaalt income in

eachpercentage
rade or usiness shall be determined by the Commissioner of

Internal Revenue, in accordance with regulations prescribed by him,
with the approval of the Secretary of the Treasury . In the case of a
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