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PREFACE

Included in the provisions of Chapter 3, Acts of the Legislature of
West Virginia, Second Extraordinary Session, 1915,��cm act to pro-
vide additional revemie for the .s&#39;tcite,�are sections 5 to 16 requiring
a special excise tax on corporations, joint stock companies, associations,

_ and insurance companies, for the privilege of doing business in the
State of West Virginia ; such a tax has been more comprehensively de-
�ned as �a tax upon the privileges which exist i11 conducting business
with the advantages which inhere in the corporate capacity of those

. taxed, such as the continuity of the business Without interruption by
death� or dissolution, the transfer of property interests by the disposi-
tion of shares of stock, the advantages of being controlled and managed
by corporate directors, and the general absence of individual liability ;
advantages which do not exist when the same business is conducted by
private individuals or partnerships.�

In so far as the act relates to the time, manner in which and by
whom, returns are to be �led and the �nancial features of the returns,
as applicable to the reporting corporations, a.nd the duties of the state
tax commissioner as to the assessment and collection of the tax accru-

ing from any corporation, the act is mandatory, andprovides no discre-
tion to be exercised on the part either of the corporation making return
or the state tax commissioner as to such matters. �

The state tax commissioner; is required to determine �what is or
is no-t aproper item of income or a pro-per deduction, but, in his
determination as to What are such proper items, he is �required to
�follow and adopt any rule, or construction, which may hereafter be
promulgated by the commissioner of internal revenue of the United
States, or given to said act of congress passed on the third day of
October, one thousand nine hundred and thirteen, by the courts of
the United States.�

To assist corporations, etc., in making a prompt and proper com-
pliance With the provisions of the excise tax law and to lessen misap-
prehension on account of the requirements as to what corporations are
liable for, and what subject to the tax, What corporations are to make
return, the manner in Which return is to be made and the time of
�ling same, the determination of What is or is not a proper item of
income or deduction, and other administrative features of the law,
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I append hereto, together with the law, such instructions or rulings, .
as, at this time, appear to be proper, each to be considered and treated
as a ruling of this departmentuntil revoked or superseded. These.
instructions include rulings of the Commissioner of Internal Revenue
of the United States, relating to �nancial data, not in con�ict with
speci�c requirements of our law.

A copy- of this pamphlet is being sent to each corporation liable to
the tax and it should be kept in the �les of the corporation for the
reason that additional rulings will be in short form and in the nature ~
of a supplement to this pamphlet.

Each corporation, etc., paying a tax under the excise tax law will
be given a number which will in due time be communicated to it,
which number should be treated as con�dential information. Our
reports to the State Auditor of collections on account of the special
excise tax will be reported, for example, with, say, two corporations
whose numbers are 89�? and 1125, respectively, in a manner similar to
the following:

�To the State Auditor:
�Attached hereto is certi�cate of deposit covering col-

lections, received this day, account SPECIAL EXCISE
TAX, from
�Corporation No. 89&#39;?� . . . . . . . . . . . ._ . . . . .  $235.50
�Corporation No. 1125 . . . . . . . . . . . . . . . . . . . 65.00.�

The legislature very wisely safeguarded the information contained �
in any return or supplement thereto, or other document, �led with this
office by corporations in complianciz with the excise tax law, by provid-
ing that only the Supreme Court, in its discretion, in each particular
case, can �prescribe the manner in, and conditions upon, which any
return may -be made public or the use thereof in any court or judicial
proceedings be procured,� unless the president or other chief of�cer
making the return consents to the making public of the same. In
many cases it is not difficult to conceive that should competitors or
others be made aware of a corporation�s trade secrets or the amount or
source of its income and indebtedness, that such information would

be embarrassing, and possibly ruinous, to the reporting corporation.
It is the intention of this deartment that no effort shall be spared

in the absolute protection of returns and information contained therein
coming into its possession on account ofthe special excise tax. All�
returns, documents, etc., will be securely kept, and any person guilty
of the slightest infraction of the publicity feature of the law will be
vigorously prosecuted.-



PREFACE 5

It is a ruling of this department that requests over the telephone
for any information, the giving of which would in anywise violate the
letter or the spirit of this law, will be denied, even though such requests
purport to be direct from the corporation�s office or to be made by its

, president or any other of its officers.
It is a ruling of this department that all officers and employees of

i any bank made a depository of money or its equivalent for the purpose
of transmitting collections on account of the special excise tax into the
state treasury shall be regarded, in so far as such of�cers and employees
may have knowledge as to the amount of such tax paid by any corpora-
tion subject thereto, as agents of this department.

As a further safeguard for the protection of con�dential informa-
_ tion, it is the intention of this department that all communications
&#39; as are deemed necessary to be made by it to the corporations relative
[to the contents of their returns, or the ascertainment of their tax, shall
alwa.ys be made to the corporation at its of�cial address as shown by
our records,�the idea being that the official addressee of the corpora-
tion shall receive all communications which this department may have
occasion to make relative to items, etc., in returns, regardless of the
sources of the inquiries.

Practically all corporationsliable to make returns have furnished
this department with their official addresses, which addresses have
been already noted on our records. Any corporation whose official
address is other than that shown on the envelope in which this
pamphlet is enclosed, should, without delay, forward its correct of�cial
address. The official addressee may be merely the name of the corpora-
tion ; or the name of the corporation in care of its president or other
of�cer. Inasmuch, however, as the return is required tobe signed and
sworn to by the �president, vice-president, or other principal account-
ing officer,� it is preferable, should the corporation desire to give
its official addressee and address as other than merely its name,

street and number or building, city and state, that the official
addressee be given as the name of the corporation in care of such
principal officer as has charge or a thorough knowledge of the books
of account and other records of the corporation relating to its �nances;
as fo-r example, The A. B. C. Co., c/o John Doe, President, 385 Times
Bldg, Charleston, W. Va. , .

The tax is measured by the net income from all sources, arrived at
by deducting certain itemsof expense, etc., from the gross amount
of income received within the year from all sources. A very small
proportion of the corporations required to �le returns will have trouble
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in determining what are proper items authorized to be deducted, and
any corporation has the privilege and it is especially requested to make
inquiry of this department at any time concerning any item of deduc- i
tion about which it has any doubt.
. There will be forwarded with this pamphlet two blanks for return,

both of which should be �lled out, one to be returned to this office,
the other kept in the corporation�s �les for reference. It is important
that you carefully read the form and all -instructions before making
entries in the return proper. .

Returns, etc., will be �led under the names of the corporations, and
it is desired that all communica.tions tothis department bear the name
of the corporation� so communicating, or concerning which any letter
is Written. &#39;

All returns and communications relative to the special excise tax &#39;
should be addressed to the state tax commissioner, Special Excise

iTaa; Bureau.�

If, after reading the law and instructions herexvith,� any corporation
is in doubt as to what constitutes a proper item of income or
deduction, or any other matter respecting its return, I shall, upon re-
quest, be glad to give such further information as may be at my com-
mand. - . §

Very respectfully,

State Tact: Oomlmvlssioner. ~

Charleston, West Virginia,
January 15, 1916.



(Index Appended.)

SPECIAL EXCISE TAX LAW

[Sections 5 to 16, both inclusive,-\ of Chapter 3, Acts of the Legislature
of West Virginia, Second Extraordinary Session.]

CHAPTER 3.

AN ACT to provide additional revenue for the state * * * * by impos-
ing a special excise tax on corporations, joint stock companies,
associations, and insurance companies, for the privilege of doing
business in the state of West Virginia; amending chapter thirty� g
two of the code, by adding thereto sections �ve to sixteen, both
inclusive, of this act, to be numbered from one hundred and forty-
seven to one hundred and �fty�eight, both inclusive, of said
chapter.

[Passed May 21, 1915. In e�ect ninety days from passage. Approved by the
Governor May 24, 1915.]

Be it enacted by the\Legislaz�/we of West Virginia.-

I

See. 5. Every corporation, joint stock company, or et c_,C°;�1I1�,%�é&#39;¢1ctti°ntS(;
association_ organized for pro�t, and having gt. capital tax-
stock represented by shares, and every insurance com-
pany, respectively, now or hereafter organized under the
laws of this state, or under the laws of any other state
or government and engaged in any business whatsoever
in the state of West Virginia, shall pay an annual special
excise tax for the privilege of carrying on or doing busi-
ness in the state of West Virginia, equivalent to one-
half of one per centum upon the entire net income of
such company, received by it from all sources during
the year, on business transacted and capital invested in
this state, as hereinafter set forth; provided, however, Tax not to ap-
that nothing in this section contained shall apply to 01? g_at3izc§ti3nI;
labor, agricult-ural or horticultural organizations; nor spewed�
to mutual savings banks not having a capital stock repre-
sented by shares and which are operated exclusively for
the bene�t of their depositors; nor to cemetery com-
panies, Which are organized and operated exclusively for
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the bene�t of their members; nor to fraternal bene�ciary
societies, orders or associations operating under the lodge
system, or for the exclusive bene�t of the members of a
fraternity itself operat.ing under the lodge system, and
providing for the payment of life, sick, accident, and
other bene�ts to the members of such societies, orders or
associations, and dependents of such members; nor to
domestic building and loan associations organized and
operated exclusively for the bene�t of their members;
nor to any corporation or association organized and
operated exclusively for religious, charitable, scienti�c
or educational purposes 3 nor to business leagues, cham-
bers of commerce or boardslof trade, or to any civic
league or organization organized and operated exclusive-
ly for the promotion of social Welfare, none of which
said organizations, savings banks, cemetery companies,
fraternal bene�ciary societies or fraternities, building
and loan associations, charitable, religious, scienti�c or
educational associations, business leagues, chambers of
commerce or boards of trade, or civic leagues, named in
this proviso, are organized for pro�t,� and no part of the
net income of which inures to any private �stockholder or
ind_ividual.&#39; �

Sec. 6. Every such corporation, joint stock company,
association, or insurance company, hereinafter called
company, liable under the preceding section for the tax
imposed by this act, shall, on or before the �rst day of
March, one thousand nine hundred and sixteen, and on
or before the �rst day of March in each year thereafter,
deliver to the state tax commissioner a return in Writing,
which shall be signed and sworn to by its president,
vice�president, or other principal accounting of�cer, in _
the form prescribed by the state tax commissioner, as
hereinafter prescribed, for the year ending December
thirty-�rst, next preceding; promlded, that any corpora-
tion, joint stock company or association, or insurance
company subject to this tax may designate the last day
of any month in the year as the day of the closing of
its �scal year and shall be entitled to have the tax pay-
able by it computed upon the basis of the net income, as-
certained as herein provided, for the year ending on the
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day so �designated in the year preceding the date of
assessment instead of upon the basis of the net income
for the calendar year preceding the date of assessment;

g and it shall give notice of the day it has thus designated
as the closing of its �scal year to the tax commissioner

. tained during the year and not compensated by insurance

not less than thirty days prior to the date upon which its
annual return shall be �led. T And all corporations, joint
stock companies or associations, and insurance com-
panies, computing taxes upon the income of a �scal year
which it may designate in the manner hereinbefore pro-
vided, shall render a like return within sixty days after _
the close of its said �scal year, and within sixty days anfl���l
after the close of its �scal year in each year thereafter. due� When�
Such return shall ac.curately and fully set forth: Sl:1§{We:tu r n to

First. The total amount of paid up- capital stock of paid up capi-
such company outstanding at the close of the year; or, W Stock� etc�
if no capital stock, the amount employed in its business
at the close of the year. _

Second. The total amount of its bonded and other Bonded and
indebtednessat the close of the year. �her debt�

Third. . The gross amount of its income received dur- Gross income
ing such year from all sources, and in the case of insur- hoot? si11<iwSxi)�.urceS&#39;
ance companies distinguishing between that arising from
business transacted Within this state and out of this

state; and also stating separately the amount received
by it within the year, by way of dividends upon stock
of other corporations, joint stock companies, associations
or insurance companies subject to the tax imposed by
this act, giving the name and location ofevery such�
company, upon the stock of which such dividends a.re
received, and the amount of such dividends received.
from each of such companies.

Fourth. The total amount of all the ordinary and Ordinary and
necessary expenses paid out of the earnings Within the§§§§§§?ryh
year in the maintenance and operation of the business Shown�
and properties thereof, stating separately all charges
such as rentals or other payments required to be made
as a condition to the continued use or possession of the
property.

Fifth. The total amount of all losses actually sus- Losses and de.
preciations, etc.
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or otherwise, stating separately any amounts claimed for
-depreciation of property; �and, in the case of insurance
companies, also of dividends paid Within the year, in-
cluding those paid on policy and annuity contracts, and
the net addition, if any, required by law to be made
within the year to reserve funds in this state.

Interest �paid; S�-ircth. The amount of interest accrued and paid
;)n1?iXn1(I!Il1I.]é;nl  within the year on its bonded and other indebtedness not
;V111<iiv§iiie.lntereSt 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 the amount of the
indebtedness not exceeding the amount of the capital

� employed in the business at the close of the year; andin
Interest pai . . . . , .

bsubanks -on de�case of a bank, banking association, or trust company,
poms� . stating separately all interest paid Within the year on

deposits. T i i ,
TaXes_ Seventh. The amount paid by it Within the year for

taxes of every kind imposed under the authority of this
state, and separately the amount so paid by it for -taxes
imposed by any other government. s

Eightlz. The net income of such company, after mak-
ing the deductions and exemptions authorized . by the
next section. 1%

Net income.

Net income, Sec. &#39;7. The net income of every such company as is
h°W ascertained� required to make the return named in the preceding

section, and for which the tax shall be assessed which is

imposed by this chapter, shall be ascertained by deduct-
ing from the gross amount of its income received Within
the year�:

Ordinary and
ggggségfry ex� actually paid- within the year out of its earnings in the

s . maintenance. and operation" of its business and proper-
ties, including rentals or other payments -required to be
made as a condition to the continued use or "possession
of the" property. .

Losses; depre_ Sec0nd._ All losses actually sustained Within the year
aig�on; deple-e and not compensated by insurance or otherwise, includ-

ing a reasonable allowance for depreciation by use, Wear
and tear of property, if any; and&#39;in case of mines, a

First. All of the ordinary and necessary expenses�

reasonable allowance for the� depletion of ores and of » i
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other natural deposits, not to exceed �ve per centum of
the gross value at the mine of the output for the year

i for which the computation is made; and in case of insur-
ance companies the net addition, if any, required by law I
to be made within the year to reserve funds, and the sums p,¥§gg_1E;;gn§gg�;
other than dividends paid Within the year on policy and ggcfeserve funds�
annuity contracts ; ;_0rovided_, that mutual �re insurance Mutual �re in_
companies requiring their members to make premium  Ce °°m&#39;
deposits to provide for losses and expenses, shall be
entitled to deduct from gross income any portion. of such
premium deposits returned to policy holders Within any
year; a.nd that life insurance companies shall be entitled Life insurance
to�i deduct from gross income in any year such portion of °°mpameS&#39;
any actual premium received from any individual policy
holder as shall have been paid back or credited to such
individual policy holder, or treated as an abatement of
premium of such individual policy holder, Within such
year, a.nd that assessment insurance companies shall be �Assessment in-

. . . surance COIIl-
entitled to deduct from gross income in any year the panies.
actual amount deposited with any state of�cer, pursuant
to law, as addition to guaranty or reserve funds.

Third. The amount of interest accrued and paid Interest accrued
Within the year on its bonded or other indebtedness as and Paid-

� de�ned and limited in the preceding section; and in case

dividends upon stock of other corporations, joint stock d

of �a bank, banking association, or trust company, all
interest actually paid by it Within the year on deposits; M31313�; diegtfgi�if
provided, that in case of bonds or other indebtedness
that have been issued with a guaranty that the interest taggterefggggggg:
payable thereon shall be free from taxes, no deduction §§§S&#39;a110�l,$�e1§_°t1°�
for the payment of the tax herein imposed shall be al-
lowed, and in case of a bank, banking association, loan
or trust company, interest paid Within the year on de-

&#39; Ban etc.�-. . ._ k, Aposits or moneys received for investment and secured by certain interest,
interest bearing certi�cates" of indebtedness issued by
such bank, banking association, loan or trust company.

Fourth. All sums paid by it Within the year for taxes Taxes paid.
of every kind, other than assessments for local bene�ts
or improvements.

Fifth. All amounts received by it Within the year as Certain divi-
ends received.
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companies, associations, or iiisura.nce companies, subject
to the tax hereby imposed.

puttlfeadzf. how com- The tax herein imposed shall be computed upon the
entire taxable net income accrued Within the year ending
December thirty-�rsti, one thousand nine hundred and
�fteen, and £0} each calendar or �scal year thereafter.

pagolggiragilgvnegg. It is the intention of this chapter to assess the tax
inlgtetglcome imposed thereby on the net income as de�ned therein of

the corporations, joint stock companies, associations, and
insurance companies named in section four, arising from
business transacted and ca.pital invested in this state.

  Every such company having capital invested in its busi-
ness in this state only, shall pay the tax upon its entire

Corporation d0_ net income ascertained as lie-re-in provided; and every
tin111SigneSSi.ntgrtSf_,�:�_�ff�_ such company, except an insurance company, engaged in
;1g§)V0rfi%§1efiIf°°me business and having capital invested and transacting

business both in and out of the state, shall pay the tax
upon that part of its entire net income which be-ars the
same proportion to its whole net income that the assessed
value for purposes of taxation of its assets and property
within the st-atebears to the total assessed value of all
of its assets and property in the jurisdictions Where it

., Insurance 00.111: is located. Insurance companies transacting businesspan�ies doing in
terstate busin�ss both in and out of the state shall pay the tax upon that
�how net in- _ . _ _
c,om e a pp0r- part of the entire net income which bears the same pro-
tioned. _ _ _ - _

portion to the Whole net income ascertained, as herein
provided, that the gross receipts from business trans-
acted within the state bears to the total gross receipts
from all sources for the period the tax is assessed.

Life insurance No life insurance company, subject to the tax imposed
companies shall » . .
not be required by this act, and the tax of two per cetntum on its
to pay certain 1i- . . .
cense, etc., taxes. premium income imposed by chapter seventy-seven of

the acts of one thousand nine hundred and seven, nor
anyagent thereof, shall be required to pay a license or
other like tax to any municipal corporation for the
privilege of transacting business therein,

Blank forms Sec. 8. The state tax commissioner shall furnish
f°" return� blank fo-rms for making all returns required by this

chapter, which forms shall conform as far as practicable
to �those furnished from time to time to such companies
by the collector of internal revenue for the United States
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for making returns for the excise tax provided for by
act of congress passed on the third day of October, nine-
teen hundred a.nd thirteen. And any company required
to make a return by any provision of this chapter may _
furnish to the state tax. commissioner a cop-y or duplicate m§y°ff,§�n?S§,act3g§

- - - r - a 1&#39; t 1of the return for the same period which it may make to féturfllp gcgdg $0
. . 11 t f &#39; tthe collector of internal revenue, under the requirements f�le�eg�fuefn er

of said act of congress, except that an insurance com-
. pany, transacting business both in and out of the state,
shall supplement the same by a statement showing I t_11 C81� a1n cases
se arat-el the cross income from business transacted in such copy or du-

D 
     
     plicate shall be

the state and the gross income from all sources; and any supplemented.
� such company, other than an insurance company, en-
gaged in business and ha.ving capital invested both in
and out of the state, shall supplement said copy or dupli- -
cate to be furnished to the state tax commissioner, with
a statement showing the assessed valuation of all prop-
erty and assets for purposes of taxation in the state, and
the total assessed value for purposes of taxation of all
property and assets out of the state. _ Such duplicate or
copy and any supplemental sta.tement- furnished with the Cegglfn�caggglgrlgbg
same, shall be veri�ed by the oath of the president or a  af�davit to
vice president and t.rea.surer of the company making the
return, and the af�davit shall state that the copy or
duplicate is an exact and true copy of the account
and -statement contained in the return made for the

same period to the collector of internal revenue, under
the provisions of said act of congress. The return so The returns so
made shall be accepted as conclusive by the state tax �C1;�i�,�%§dfh§t1é_be ac�
commissio-ner for the purposes of this act, except that
any company which may be required to make any a1nend�
ed or supplemental return to the collector of internal
revenue un.der said act of congress for any year, shall,
upon making the same, forthwith furnish to the state
tax commissioner a copy or duplicate of such amended
or supplemental return, which shall be considered in
connection with the original return to the state tax com-
missioner in assessing �the tax levied under this act.

Sec. 9. The state tax commissioner shall ascertain .St:a�5e tax Com�
111]SS1ODeI� to as-

a.nd assess the tax upon the company making a return Certain and 35&#39;� sess tax, and no-
and shall notify it of the amount of such tax by a notice my °°}nPaDY-
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C o r p o ration &#39; � _ .m a y a p P 9 a 1, deposited 1n the post of�ce a.ddressed to such company
When at its principal oi�ce or place of business. Such ascer-

t_a.inment of the tax shall be �nal and conclusive, unless
the same be appealed from in the manner following,
within thirty days after such notice is so deposited. If

Dag,  01.°°1�.�;j any -company fail or refuse to make a return, the state
. fuse to make re-tum, State tax tax commissioner shall proceed, in such manner as may
g�;�§�cI§§§St§,n§§,taf§ seem best, to obtain the facts and information required
facts and infor--mation&#39; how� t.o be furnished by such return; and to this end he may, -

by himself or his duly appointed agent, make examina-
tion of the books, records and papers of any such com-
pany, and may take the evidence, on oath, of any person
who he may believe shall be in possession o-f facts or
information pertinent to the subject of inquiry, which
oath he or the agent so appointed byhim may admin-
ister. As soon as possible after procuring such infor-

To ascertain mation as he may be able to. do with respect to any com-
and assess tax pany failing or refusing to make a return, the state tax
liviiiglil f§(i)1I§d)aI(l>317&#39;COn11niSSi0neI&#39; shall proceed to ascertain and assess the
§igftf:y1"if&#39;(:1§I;nei1lb(E tax upon such company, and shall notify it of the amount
as&#39;H1i:(s)   thereof as hereinbefore provided. And his act shall be
company, . �nal as to any company which refused to make a return.

Company may Sec. 10. If any such company, making a return as
3,13,13,13� O§°ra�§�f,�{,°n°{ provided by this act, feels aggrieved by the assessment
�£vE,a;x�,§§e§�_h°m� so made upon it for any year by the state tax commis-

sioner, it may apply to the board of public Works by
petition, in Writing, Within thirty days after the notice
isdeposited as provided in the preceding section,� for a
hearing and a correction of the amount of the tax so
assessed upon it by the state tax commissioner, in which
petition shall be set forth the reasons Why such hearing
should be granted and the amount such tax should be
reduced. The board shall promptly consider such peti-

B o a r (1 may . . &#39;
grant or deny tion, and may grant such hearing or deny the same. If
hearing� denied, the petitioner shall be forthwith noti�ed thereof;

if granted, the board shall notify the petitioner of the
time and place �xed for such hearing. After such hear-
ing the board may make such order in the matter as may
appear to them just and lawful, and shall furnish a copy
of such order to the petitioner.
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"Sec. 11. No injunction shall be awarded by any reslg�ilgctig�lletg
-court or judge to restrain the collection of the taxes 1;�:
imposed by this act, or any part of them, so assessed f§ffp;I§�,�§§§é_°°"
upon any corporation, joint stock company, association, . &#39; i
orinsurance company, except upon the ground that the
assessment thereof was in violation of the constitution

of the United States, or of this state; or, that the same
were fraudulently assessed ; or that there was a mistake
made in the amount of taxes assessed upon such corpora-.
tion, joint stock company, association, or insurance com-
pany. Iii the latter case no such injunction shall be
awarded, unless application shall, be �rst made to the
board of public works to correct the alleged mistake, and
the board shall refuse to do so-, which fact shall be stated
in the bill, or unless the complainant pay into the treas-
ury of the state all taxes appearing by the bill of com-
plaint to be owing.

Sec. 12. Every company so assessed with taxes shall Coiéipaqa tas-
pay the same into the state treasury within sixty days igsse�ayin sang;

I1.after the date of the mailing of the notice of the amount W
thereof, or within thirty days after noti�cation of the
amount thereof, when ascertained and assessed by the
board of public works on appeal. All taxes assessed
under provisions of this act against any such company
shall constitute a debt to the state, and may be collected
by action of assumpsit, or appropriate judicial proceed- cO1&#39;feac1§c edm�gmbe
ing, which remedy shall be in addition to all other exist-
ing remedies. It shall be the duty of the state tax com- State tax c0m_
missioner to proceed to collect such ta.xes with a penalty ggfgiggegoflgclgfw
of ten per centum added thereto if not paid when due.�
: &#39; . &#39; , &#39; V � �, Tax is in addi-, Sec. 13. The special excise tax imposed by this act tion to an other
i 1 l , &#39; -&#39; &#39; &#39; , taxes now im-shal be a tax in addition to all license or other taxes posed as a cond1_

&#39; &#39; , _ � &#39; tion for transac-now imposed or prescribed by law as a condition for the tion of business_
transaction of any business in this state, by any corpora-
tion, joint stock company, association, or insurance com- W ,3 en paid,
paiiy ; and when paid, shall authorize the company mak- §13g}I1)anya�g1°rgfl°
ing payment to engage in the business authorized by its gfge 111 business»
charter, if otherwise lawful, and if such authority be not
otherwise forfeited, within the state of West Virginia for

� . . . . , R e c e 1 p t for
the year for which the same is levied. At the time of taxes paid to be

If u r n 1 s h e d bypaying the taxes the state tax commissioner shall issue stfttei tax com-
II1 SS oner.



16 SPECIAL EXCISE TAX LAW

to the company paying the same _a certi�cate of payment
for the proper �scal year.

P alties for . .
ma��g fra_udu� Sec. 14. Any person required or authorized by law
1 t1 f 1 - . . -
tiiIi~ny Orasstea, E2- to make, sign or verify any return by this act, Who makes
ment any false or fraudulent return or statement with intent

to defraud the state, or defeat or evade the payment of
the tax, or any part thereof, imposed by this act, shall
be guilty of a misdemeanor, and upon conviction there-
of, shall be �ned not less than one hundred dollars nor

more than �ve thousand dollars, or may be imprisoned
not exceeding one year�, or bot.h, at the discretion of the
court, to which �ne shall be added the costs of the pros- &#39;
ecution.

Penalties fo_r Sec. 15. It shall be unlawful for any officer, agent,unlawfully di- "
v_u1ging_, pern,1it- clerk or other employee of the state to divulge or make
ting inspection
ggbclfs Ipirggtinzégogl: known in any manner whatever, not provided by law,
 etc-. of re- to any person, the amount or source of indebtedness,

income, pro�ts, losses, expenditures, or any particular
thereof, set forth or disclosed in any income return made
under the provisions of this act; or to permit any such
return or copy thereof, or any book containing any ab-
stract or particulars thereof, to be seen or examined by
any person, except as provided by law; and it shall be
unlawful for any person to print or publish in any man-
ner whatever, not provided by law, any such return or
any part thereof, or the amount or source of income,
pro�ts, losses or expenditures appearing in any such
return. Any person violating the foregoing provision
shall be guilty of a misdemeanor, and, upon conviction
thereof, shall be �ned not exceeding one thousand dol-
lars, or be imprisoned not exceeding one year 5 or, in the
discretion of the court, be both so �ned and imprisoned;
and if the offender be an officer or an employee of this
state he shall be dismissed from office and be iii_capable
thereafter of holding any of�ce in the state or any sub-

State tax com- division of the state. The state tax commissioner shall
missioner custo- . -
dian of returns. be custodian of all such returns, and shall securely keep

the same. The supreme court of appeals of the state
How return _ - &#39; . _

In a y b e made niay, in each particular case, on application of any officer
public or use in
Court Proceeding of the state charged with the enforcement of the laws ofof return or copy -
thereof hail the state, and of any person or corporation interested,



STATE or WEST VIRGINIA 17

prescribe the manner in, and conditions upon, which any
return Inay be made public or the use thereof in any
court or judicial proceedings be procured. The court
may also provide for the use of a copy of such return
instead of the original; provided, however, tl1a.tnothing
herein shall prohibit the making public of any such
return by and with the consent of the president or other
chief of�cer of the company making the return.

Sec. 16. In determining what is or is not a proper
item of income of any company, or a proper deductionmissioner 

     
     follow and adopt
certain rules and

State tax com-
shall

from gross income, for the purposes of this chapter, the constructions rel-
tive to items of, , , . � 3.

state tax commissioner shall follow and adopt any rule, income and de-
or construction, which may hereafter be promulgated by
the commissioner of internal revenue of the Unite-d

States, or given to said act of congress passed on the
third day of October, one thousand nine hundred and
thirteen, by the courts of the United States, and no item -

e- which may be excluded by any such rule, or construction
of said act, shall be included in the income of any such
company, or taxed as a part of its income under the pro-
Visions of this chapter, and any item of deduction from
gross income made proper by such rule, or construction
of said act of congress, shall be allowed as a proper item
of deduction under this act. _

Sec. 17�. That chapter thirty�tWo of the code be
amended by adding thereto sections �ve to sixteen, both
inclusive, of this act, to be numbered in said chapter
from one hundred and forty�seven to one hundred and

� �fty�eight&#39;, both inclusive.

duction.





INSTRUCTIONS
&#39; CONCERNING

THE SPECIAL EXCISE TAX
REQUIRED OF

Corporations, Joint Stock Companies, Associations, and Insurance
Companies for the Privilege of Carrying On or Doing Busi-

ness in the State of West Virginia�,

Equivalent to One-Half of One Percentum Upon Their Entire Net
Incomes, Received �by them from All Sources During the �

Year, on Capital Invested and Business Transacted
in the State of West Virginia

(Chapter 3, Sections 5 to 16. Second Extraordinary Session, Legislature of 1915.)

STATE OF� WEST VIRGINIA,
OFFICE or STATE TAX COMMISSIONER,

I Charleston, January 15, 1916.

CORPORATIONS REQUIRED TO PAY TAX.

Art. 1. Domestic Corporations (Except Insur-ance).�Every corpora-
tion, joint stock company, or association organized for pro�t, and having
a capital stock represented by shares, organized under the laws of the
State of West Virginia, and in existence during the calendar year 1915, or
any part thereof, and having a net income arising from capital invested
and business transacted in this state, after making the certain deductions
from gross income authorized by law, is subject to the payment of the
-special excise tax.

Art. 2. Foreign C/Jorporations (Except |nsurance).�Every corporation,
joint stock company, or association organized for pro�t, and having a
-capital stock represented by shares, organized under the laws of any
state or government other than West Virginia, engaged in any business
whatsoever in the State of VVest Virginia during the calendar year 1915,
«or any part thereof, and having a net income arising from capital invested
.-and business transacted in this state after making the certain deductions
from gross income authorized by law, is subject to the payment of the
special excise tax. &#39;

Art. 3. Every corporation included in Articles 1 and 2, having� capital
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invested in its business in this state only, shall pay the tax upon its
entire net income. ,

Every corporation included in Articles 1 and 2, having capital invested
and transacting business both in and out of this state, shall pay the _�
tax upon that part of its entire net income which bears the same pro-
portion to its whole net income that the assessed value for purposes of
taxation of its assets and property Within this state bears to the total
assessed �value of all of its assets and property in the jurisdictions Where
located.

Art 4. insurance Companies�Domestic.�Every insurance company
organized under the laws of the state of West Virginia, and in existence
during the calendar year 11915, or any part thereof, and having a net
income arising from capital invested and business transacted in this
state after making the certain deductions from gross income authorized
by law, is subject to the payment of the special excise tax.

Art. 5. insurance .Companies�Foreign.�Every insurance company
organized under the laws of any state or government other than West
Virginia, and in existence during the calendar year 1915, or any part
thereof, and having a net income arising from capital invested and
business transacted in this state after making the certain deductions
from gross income authorized by law, is subject to the payment of the
special excise tax.

Art. 6. Every insurance company included in Articles 4 and 5, having
capital invested in its business in this state only, shall pay the tax upon
its entire net income. . 1

Every insurance company included in Articles 4 and 5, transacting
business both in and out of the state, shall pay the tax upon that part
of it.s entire net income which bears the same proportion to its Whole
net income that the gross receipts from business transacted Within the
state� bears to the total gross receipts from all sources for the period
for which the tax is assessed.

CORPORATIONS,� 1=_&#39;rc., EXEMPT.

Art. 7. The following classes of corporations, etc., are not subject to
the payment of the special excise tax:

When not organized for profit, and no part of the net income of which
inures to any private stockholder or individual,-

(a) Labor, agricultural or horticultural organizations,

Not having a capita.l stock represented
(b) Mutual savings banks; by shares and which are operated exclu-

I sively for the bene�t of their depositors, .

( Which are organized and operated exclu-
(C) Cemetery cOmpameS&#39;  sively for the bene�t of their members.
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( Operating under the lodge system, or for
the exclusive bene�t of the members of a
fraternity itself operating under the lodge
system, and providing for the payment of
life, sick, accident, and other bene�ts to
the members of such societies, orders, or
associations, and dependents of such
members,

I(d) Fraternal bene�ciary -
societies, orders or
associations . . . . . . . . .

K

(e) Domestic building andg Organized and operated exclusively for
loan associations. . . .  the bene�t of their members,

(f) Any corporation or association organized and operated exclusively
for religious, charitable, scienti�c or educational purposes,

(9) �Business leagues, chambers of commerce or boards of trade,

(h) Civic league or organ-g Organized and operated� exclusively for
ization . . . . . . .. . . . . ..)- the promotion of social welfare.

Art. 8. All la.bor, agricultural or horticultural organizations, mutual
savings banks, cemetery companies, fraternal bene�ciary societies, orders
or associations, domestic building and loan associations, corporations or
associations organized and operated exclusively for religious, charitable,
scienti�c or educational purposes, business leagues, chambers of com-
merce or boards of trade, and civic leagues or organizations organized
exclusively for the promotion of social, welfare, enumerated in section
5 as exempt, shall, by af�davit, or otherwise, at the request of the state
tax commissioner, establish their right to the exemption provided, in
which case it will not be suf�cient to merely declare that they are exempt,
but they must show the character and purpose of the organization, the
manner of distributing the net income, if any, and that none of the net
income inures to any private stockholder or individual. In the absence
of such a showing, such organizations may, at any time, be required to
make returns of annual net income or disclose their books. of account for
examination in order that the status of the company may be determined.

�CORPORATIONS� CONSTRUED.

Art. 9. �Corporation� or �corporations�, as used in these instructions,
shall be construed to include all corporations, joint stock companies or
associations, and all insurance companies, coming within the terms of
the law, and such organizations will be hereinafter referred to as
�corporations.�

�DOMESTIC� AND �FOREIGN� CORPORATIONS.

&#39;&#39; Art. 10. For convenience, corporations are divided into two classes,-
�domestic and foreign.
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1. A Domestic corporation is���
(a) One incorporated by or under the laws of the State of West Virginia, or
(b) Under the laws of the State of Virginia before the twentieth day of June,

1863, and which has its principal place of business and chief works (if it have
chief works) in the State of West Virginia. V

Domestic corporations are subdivided into two c1asses��resident and
non-resident.

1. A resident corporation is a domestic corporation whose principal place of
business and chief works (if it have chief works) are located within the State of
West Virginia. A &#39;

2. A non-resident corporation is a domestic corporation whose principal place
of business or chief works is located without the State of West Virginia.

2. Every other corporation is a Foreign corporation.

Art. 11. Corporations will be hereinafter referred to as either �domes-
tic� or �foreign� when necessary to distinguish as between corporations
organized under the laws of the State of West Virginia and those
organized under the laws of any other state or government.

CORPORATIONS REQUIRED TO MAKE RETURNS.

Art. 12. Domestic �corporations.�Every corporation organized under
the laws of the State of West Virginia for pro�t, having. a capital stock
represented by shares, in existence during the calendar year 1915, or any

part thereof, is required to make return, regardless of whether or not
it had. investments or transactedbusiness in this state during the said.
year. As to domestic corporations, the duty to make return does not
depend upon the receipt of income.

Art. 13. Foreign corporations.�Every corporation organized for pro�t
under the laws of any state or government other than West Virginia,
having a capital stock represented by shares, and having any gross income
arising from capital invested and business transacted in the State of
West Virginia during the calendar year 1915, or any part thereof, is
required to make return.

Art. 14. Any net income arising from capital invested and business
transacted through an agent, local agency or branch for and on behalf of
a foreign corporation admitted to do business in the state, or, by law,
required to be admitted before doing business in the state, is subject
to the special excise tax, and every foreign corporation carrying on
business in the manner indicated will be required to make return. An
agent who is doing business in this state, buying and selling certain
products for such foreign corporation, is to all intents and purposes a
branch of the foreign corporation, as through and by him the foreign
corporation is transacting business in this state.

Art. 15. Insurance companies.�Every insurance company engaged in"
any business whatsoever in the State of West Virginia during the calendar
year 1915, or any part thereof, whether organized under the laws of
this state or under_ the laws of any other state or government, is re-
quired to make return. In case any such company is a domestic corpor-
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ation, the duty to make return depends upon a corporate existence under
the laws of this state; if a foreign corporation, upon Whether or not
it was engaged in any business whatsoever in this state during the aboveperiod. � 

     
     I

Art. 16. As to corporations not specifically exempt.�Every cor-
poration having a capital stock represented by shares and having
any gross income. arising from capital invested and business trans-
acted in this state during the calendar year 1915, or any part thereof,
and not speci�cally enumerated in Article 7 of these instructions
as exempt, shall make the return of annual net income required by law
Whether or not it may have any income subject to tax. Mutual telephone
companies, mutual insurance companies, and like organizations, although
local in character, and Whose income consists largely from assessments,
dues, and fees paid by members, do not co-me Within the class of cor-
porations speci�cally enumerated as exempt. Not coming within the
statutory exemption,-all organizations of this character will be required
to make returns of annual net income, and pay any special excise tax
thereby shown to be due. For this purpose the surplus of receipts of the
year over expenses will constitute the net income upon which the tax
will be assessed. i &#39;

Art. 17. Any corporation as to whose status under the law there
is doubt, or which does not cle-arly come Within one or another of the
classes of those speci�cally enumerated as exempt, should �le a return
(in blank if desired) and attach-thereto a statement setting out fully the
nature and purpose of, the organization, the source of its income, and
What disposition is made of it, particularly of any surplus, and Whether
or not any part of the income of Which inures to any private stockholder
or individual.

Art. 18. Subsidiary companies.�Every corporation liable forthe spec�-
ial excise tax, regardless of its relation to another corporation, is held to
be a separate and distinct entity, and, unless it comes Withinthe class
of organizations speci�cally enumerated in the act as exempt, must
make a separate and distin&#39;ct. return, complete in every detail.

If such subsidiary companies actually have no net income or earnings
and no expenses of operation, and the earnings accrue direct to the
parent company, which company also pays direct the operating expenses
of the subsidiaries, that fact -must be clearly set _out in the returns of the
subsidiaries. A

In any event, subsidiary corporations can not escape liability to make
returns.

� l

Art. 19. A Railroad or other "corporation which has leased its� prop-
erties in consideration of _a rental equivalent to _a certain rate of

A dividends on its outstanding capital stock or the interest on the bonded
indebtedness, or both, and such rental is paid by the lessee either to
the corporation itself or directly to the stock and bond holders, must
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make a return of annual net income showing the rental so paid as
having been received by the corporation. &#39;

Art. 20.. Dissolved corporations.��Corporations liable for� the special
excise tax, and dissolved during the calendar year 1915, or whose charters
were surrendered or who withdrew from the State of West Virginia�
during the said year, are required to make returns of net income covering
the period from January 1, 1915 to the date of such dissolution, surrender
or withdrawal.

Art. 21. New corporations.��Corporations liable for the special excise
tax, organized during the calendar year 1915, are required to make returns
of net income for the period from the date of their organization to Decem-
ber 31, 1915, unless a year other than the calendar year is established.

Art. 22. Change of name of corporation.��The mere change in name
does not constitute a new corporation. If the business was continuous
throughout the year, no change in management or operation other than the
change of name, the �return should be made covering the business
transacted throughout the year, such return to be made by the corpora-
tion in the name which it bears at the end of the year, with a notation on
the return to the effect that the name had been changed, giving both the
old and new names. If, however, a distinct new corporation was organized
to take over the property of the old, both corporations will be required
to make separate returns covering the periods of the year during which�
they were respectively in charge of the business.

Art. 23.. Corporations going into Iiquidation.�Corporations liable- for
the special excise tax and going into liquidation during any tax period
may, at the time of such liquidation, prepare a ��nal return� covering
the income received or accrued to them during the fractional partof
the year during which they were engaged in business, and immediately
�le the same.

Art. 24.� Corporations not completely organized.�Organizations which
have applied for and never received charters, or corporations which have
received charters and never perfected their organizations, transacted no
business and had no income whatever from any source, may, on presen-
tation of these facts to the state tax commissioner, be relieved from the
necessity of making returns of annual net income so long as they remain
in this unorganized condition.

Art. 25. Corporation leasing property on royalty basis.�In the case ot
mines operated by a lessee on a royalty basis it is held that the lessor
corporation in disposing of its ores or natural deposits on the basis of &#39;
royalties has a measure of pro�t in every unit of property disposed of in
this way, and that so much of the gross receipts on account of royalties
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as is in excess of depletion, not exceeding 5 per cent of the gross value
of the output at the mine,- plus any incidental expenses to which the cor-
poration may be subject, is income within the meaning of the special
excise tax law and must be so returned by the lessor.

Art. 26. Defunct or dissolved corporations.�In cases wherein cor-
porations have, by af�davit or otherwise, clearly established the fact
and satis�ed the State tax commissionerthat they are defunct or dis-
solved, and are no longer carrying on any business and have no prop-.
erty or income, returns will not be required of them after such condi-
tion has been clearly established. But one showing of this character
as to each particular corporation will �I; - required, unless it Shall later
appear that any corporation shall have Such income within the meaning
of the law as brings it within its requirements.

�TIME FOR F!LlNG RETURNS.

Art. 27. In all cases where a �scal year is not established in the
manner provided by law returns must be made on the�, basis of the
calendar year, in which case such returns must be �led on or before the
1st day of March next succeeding such calendar year. Such returns in
either case provided must be veri�ed under oath or af�rmation of its
president, vice-president, or other principal accounting of�cer.�

Art. 28. The state tax commissioner is not authorized to extend the
time for �ling returns.

Art. 29. If it Shall appear in any case that a return has been made
on the basis of a �scal year not designated in the manner provided, the
corporation making such return will be advised that such return can not
be accepted, but must be made to cover the business of the calendar year.

Art. 30. If a return is made and placed in the United States mails,
properly addressed, and postage paid, in ample time, in due course of
mails, to reach the office of the state tax commissioner on or before
the last due date, and should the return not be actually received until
subsequent to that date. it will be considered and treated as having been
�led within the prescribed time. S

Art. 31. �Last due date,� as hereinbefore used, is construed to mean
the last day upon which a return is required to be �led in accordance
with the provisions of the law.

Art. 32. When the due date as above de�ned falls on Sunday or on a
legal holiday, the last due date will be held to be the day next following,
such Sunday or legal holiday and the return should be �led not later
than such following day, or, if placed in the mails, it should be posted
in ample time to reach the state tax commissioner�s office, under ordinary
handling of the mails, on or before the date on which the return is thus
made due. �



26 � SPECIAL EXCISE TAX INSTRUCTIONS

Art. 33. Fiscal year.���Corpora.tions desiring to make returns" of annual
net income on the basis of a �scal year other than the calendar year,
must, on or before January; SZ,.19J6,~�le with the state tax commissioner
a notice, in Writing, setting forth that it has designated the 1a.st day of
some month in the year (other than the last day of December) as the day
of the closing of its �scal year, a.nd that from the date so designated as
the closing of its �scal year its books have been or will be ke-pt on the
basis of such designated �scal year. No special form of this notice is�
prescribed, but notice must be in the hands of thelstate tax commissioner
not later than January 31, 1916. The notice, give-n in the time and manner
provided, establishes the �scal year and requires no action on the part of .
the state tax commissioner. When a �scal year is established a return
for that portion of the calendar year 1915 that precedes the �rst full
�scal year must be �led on or before March 1, 1916, and a return for
the �scal year (12 months) must be �led on or before the last day of
the 60-day period next following the closing date of the �scal year.
Example: a. corporation that has designated March 31, 1916 as the close
of its �scal year must �le a return on or before March 1, 1916 for the
period from January 1, 1915 to March 31, 1915; and a return for the�
�rst �scal year,��-April 1, 1915 to March 31, 1916,�must be �led on or
before May 30, 1916.

The following table is self-explanatory.
I
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MANNER IN WHICH �RETURNS ARE TO BE MADE.

Art. 34. Blank forms, etc.�Under the authority conferred by this
act, forms of return have been prescribed, in which the various
itemsi speci�ed in the law are to be stated. Failure on the part of
any corporation, joint-stock company, association, or insurance com-
pany liable to this tax to receive a prescribed blank form will not excuse
it from making the return required by law, or relieve it from any penal-
ties for failure to makethe return in the prescribed time. Corporations
not supplied with the proper forms for making the re-turn should make
application therefor to the state tax commissioner in ample time to have
its return prepared, veri�ed, and �led on or before the last due date.

Each corporation should carefully prepare its return so as to fully and
clearly set forth the data therein called for. Returns with such state-
ments as �our deductions exceed our gross income� written on the blank
forms in lieu of actual �gures, and all otherwise imperfect or incorrect
returns will not be accepted as meeting the requirements of the law.

I

Art. 35. No particular system of bookkeeping or accounting will be
required by this department. However, the business transacted by cor-
porations must be so recorded that each and every item set forth in the
return of annual net income may be readily veri�ed by an examination
of the books oftaccount.

Art. 36. The books of a corporation are assumed to reflect the facts
as to its earnings, income, etc. Hence they will be taken as the best
guide in determining the net income upon which the tax imposed by
this act is calculated. Except as the same may be modi�ed by the pro-
visions of the law, wherein certain deductions are limited, the net income
disclosed by the books and veri�ed by the annual balance sheet, or the
annual report to stockholders, should be the same as that returned for
taxation. &#39; A

Art. 37. Income of contracting companies.�As this department re-quires
no special system of bookkeeping, neither does it require any speci�c
method by which the net income to be returned by corporations shall
be determined. f. A

In the case of a large contracting company, which has numerous un-
completed contracts which probably, i11 some cases, run� for periods of
several �years, there is no objection to such corporation preparing its
return in such manner that. its gross income will be arrived at on the
basis of completed work-��that is to say, on jobs which have been �nally
completed and payments made during the year in which the return is
made. If the gross income is arrived at in this method, the deductions
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from gross income should be limited to the expenditures made on account ~
of such completed contracts.

Art. 38. Itemized statement on return form.-�-In the case of public ser-
vice and all other corporations it is desired by this department that the
supplementary statement which forms a part of the return form, prescrib-
ed by the state tax commissioner for the use of such corporations in
making their returns of annual net income, shall be prepared as far
as practicable in detail. .

It is not expected or required, however, that every particular item
going to make up either gross income or the deductions therefrom shall
be set out in the supplementary statement. It. will be suf�cient for the
purpose of this department in the case of public service corporations and
other similar concerns that they supply the information by classes
rather than giving the items in detail, classifying the income and ex-
penditures in the same ma.nner as is required as to these items by the
Interstate Coommerce Commission.

Art. 39. Signature and verification.��Returns must be signed and ver-
i�ed by the president, vice_president, or other principal accounting officer,
and must be sworn -to before an of�cer authorized to administer oaths
and the seal of the attesting of�cer, if he is required to have a seal, must
be impressed on the return in the space provided for that purpose.

CAPITAL ASSETS.

Art. 40. Carrying charges.�In thecase of a holding orldeveloping
company which has not yet reached the stage of having any income of
consequence resulting from its corporate operations, the carrying charges
or other excess over the incidental income received may� be added to
and made a part of the cost of the property. &#39;

As a general proposition involving the acquirement and holding prop-
erty for future sale, which property was acquired prior to the incidence
of the tax and from �which property there is but a nominal income, in-
su�icient to meet the carrying charges, it would be proper for the cor-
poration to add to the initial cost of the property the carrying charges,
such as interest, insurance, and taxes actually paid, and from that
amount deduct the incidental income which may have been received be-
tween the date of purchase and the date of- the incidence of the tax.
The result then shown will be the cost of the property or the amount to
be excluded from the proceeds as capital when the property is sold.

Art. 41. Capital assets, valuation of; wi1en.��In casevwherein property
4 was taken over in the exchange, for the capital stock of a corporation

at a par value greatly in excess of the true value» of the property, and
such property should be later sold, it will be necessary to ascertain as
nearly as possible the true value of the property at the time it was
taken over, and any excess over this ascertained true value at which the
property is sold will be held to be the pro�t or income to the corporation.

Similar action may be taken in cases wherein corporations acquire
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property for a mere nominal sum and which had atvthe time of its
acquirement a value greatly in excess of such sum. A careful estimate
of the value of such property at the time it was acquired may -be �xed
and set up as the value representing the cost of the property, and any
excess over such �xed value at which such pro-perty may be thereafter
disposed of will be treated as income to be accounted for in accordance
with the rules of this department in the sale of capital assets. The
value of the property �xed in the manner and for the purpose here-
inbefore indicated Will be subject to the approval of the state tax com-
missioner.

wHA&#39;r RETURNS TO SHOW-
PAID up CAPITAL STOCK.

�First. The total amount of paid up capital stock of such company
outstanding at the close of the year; or, if no capital stock, the amount
employed in its business at the close of the year. 0 &#39; -

Art. 42. Every corporation, in making return, must report under item
1 of the return form the total par value of its stock, both common and
preferred, outstanding at the close of the year. A

Stock outstanding at the close of the year and upon the basis of which
dividends are or may be paid is held to be paid-up capital stock within
the meaning of the law. For this purpose it is immaterial Whether. the
stock be paid for in cash, promissory notes, or other assets. The fact
that the notes are given in payment of the stock issued and that the
notes have not been paid in full at the time the return is made is
immaterial.

Art. &#39;43. Corporations operating leased lines should not include the
capital stock of the lessor corporations in their own statement of capital
stock outstanding at the close of the year. The indebtedness of such
lessor corporations should not be included in the�-statement of the in-
debtedness of the lessee unless the lessee has assumed the same. Each
leased or subsidiary company will make its own separate return, account-
ing for therein all income which it Ihay have received by Way of divi-
dends, rentals, interest, or from any other source.

BONDED AND OTHER |NDE.BTEDNESS.

Second. The total amount of its bonded and other indebtedness at the
close of the year.

Art 44. The amount of interest-bearing indebtedness of a corporation,
outstanding at the close of the year, should be reported under item 2 (a)
of the return form whether the interest accrued upon such indebtedness
was actually paid within the year or not. A
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GROSSINCOME.
Third.� The gross amount of its income received during such year

from all sources, andin the case of insurance companies distinguishing
between that arising from business transacted within this state and
out of this state; and also stating separately the amount received by it
within the year, by way of dividends upon stock of other corporations,

�joint stock companies, associations or insurance companies subject to
the tax imposed by this act, giving the name and location of every such
company, upon the stock of which such dividends are received, and the
amount of_ such dividends received from each of such companies.

Art. 45. The following de�nitions and rules are given for determining
the gross income of various classes of corporations:

Gross income of banks and other financial institutions consists of the
total revenue derived from the operation of the business, including in-
come, gains, or pro�ts from all other sources, as shown by the entries
on the books of account, within the calendar or �scal year for which
the return is made.

&#39; i
Gross income of insurance companies consists of the total revenue

&#39; derived from the operation of. the business, including income, gains, or
pro�ts from� all other sources, as shown by the entries on the books
of account within the calendar or �scal year for which the return is

% made.

Gross income of manufacturing companies shall consist of the total
sales of manufactured goods during the year covered by the return in-
creased or decreased by the gain or loss as shown by the inventories
of �nished and un�nished products, raw material, etc., at the beginning
and the end of the year. To this amount should be added the income,
gains, or pro�ts from all other sources as shown by the books of account.

Gross income of mercantile companies shall include the total mer-
chandise sales during the year, increased or decreased by the gain or
loss as shown by the inventories of merchandise at the beginning and
end of the year for which the return is. made; to this amount should be
added the income, gains, or pro�ts derived from all other sources as
shown by the books of account. &#39;

Gross income of miscellaneous corporations consists of the .total rev-
enue derived from the operation and management of the business and
property of the corporation making the return, together with all amounts
of income, including the income, gains�, or pro�ts from all other sources
as shown by the books of account. i

Gross income�definition.�-It will be noted from these de�nitions that
the gross income embraces not only� the operating revenues, but -also
income, gains�, or pro�ts from all other sources, such as rentals, royal-
ties, interest, and dividends from stock owned in other corporations, and
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appreciation in values of assets, __if taken up on the books of account
as gain; also pro�ts made from the sale of assets, investments, etc.

Where a corporation is engaged in carrying on "more than �one class.
of business, gross income derived from the different classes of business
shall be ascertained according to the de�nitions above, and which-are
applicable thereto.

Art. 46a. In ascertaining net income derived from the sale of capital
assets, if such assets were acquired subsequent to January 1, 1915, the
difference between the selling price and the buying price shall constitute
an item to be added to or subtracted from gross income according to
whether the selling price was greater or less than the buying price.
If the capital assets" were acquired prior to January 1, 1915, the amount
of pro�t or loss representing the difference between the selling and-buy-
ing price is to be prorated to determine the proportion of the gain or
loss arising subsequent to January 1, 1915, and the �proportionate part
belonging to the years subsequent to January 1, 1915, shall be added to
or deducted from the gross income for the year in which the sale was
made.

Art. 46b. For the purpose of determining the amount of profit or- loss V
arising from the sale of capital assets acquired prior to January 1, 1915,
which shall be taken into account by corporations _in making their re?
turns of annual net income, the gain or loss represented by the difference r
between the purchase price and the selling price shall be prorated ac-,
cording to the number of years the assets were held prior to their sale,
and the amount thus apportioned or apportionable to the years subse-
quent to January 1, 1915, shall be included in or deducted from the gross
income of the year in which the assets were sold, accordingly as they
were sold for more or less than their original cost. .To any gain thus
apportioned and to be included in income there should be added any
amount or amounts which had been charged against and deducted from
gross income subsequent to January 1, 1915, on account of the deprecia-
tion of the assets sold and not used� to make good such depreciation shall
be added to the gain apportioned to these years and will be included
in the income of the year in which the property was sold. Likewise, for
the purpose of a deduction from gross income of the year in which the
assets were sold, loss resulting from any such sale, apportionable to
the years subsequent to January 1, 1915, will be reduced by the amount
of the unused portion of the depreciation charged off with respect to
such assets since January 1, 1915.

Art. 46c." In the case of changes in book values of capital assets"re-
sulting from a reappraisal of property, the consequent gains or losses
shall be computed for the return in the manner prescribed above in the
case of the sale of capital assets. - _ . , ,

In cases, wherein there is an annu_a.l.ad_justment.�of �book values of
securities, real estate and like assets, and -the increases and decreases
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in values, thus indicated, are taken up on the books and re�ected in the
pro�t and loss account, such readjusted values Will be taken into
account in making the return of annual net income and no prorating

- will be required. If such adjustment had been made annually prior to
January 1, 1915, the book value of the assets at that date will be taken
as the basis for determining gain or loss resulting from subsequent sale,
maturity, or adjustment. The adjustment referred to will comprehend
assets which have increased in value as Well as those which have de-
creased. &#39;

Art. 46d._ lnventory.�In order that certain classes of corporations may
arrive at their correct income, it is necessary that an inventory, or its
�equivalent, of materials, supplies, and merchandise onwhand for use or sale
at the close of each calendar year shall be made in order to determine

� the gross income or to determine the expense of operation.

_A physical inventory is at all times preferred, but Where a physical
inventory is impossible and an equivalent inventory is equally accurate,
the latter will be acceptable. �

An equivalent inventory is an inventory of materials, supplies, and
merchandise on hand taken from the books of the corporation.

Art. 47. Returns of holding companies.��In a case wherein a holding
company actually takes up each month on its books its proportionate
share of the earnings of the underlying companies, such holding com-
pany will be required t.o include in its gross income the amounts thus
taken up regardless of the fact that the same may not have been actually
paid to it _in cash. The fact that the _underlying companies credit to the
holding company the amount of earnings to which it is entitled on the
basis of the stock it holds, together with t_he�fact that the holding com-
pany takes up on its books the amount thus credited, renders it incum-
bent upon the holding company to return these amounts as income, re-
gardless of the factthat the underlying companies needed these earn-
ings and used them in making extensions and improvements and in futher-
ance of their business. V

Expenditures for such extensions and improvements being chargeable
to the property account of the subsidiary companies are not deductible
from the gross income and will therefore not have the effect to reduce the
earnings to their respective _shares of which the stockholders are
entitled.

Art. 48. Sinking fund increment taxable income.��.In case wherein cor-
porations set aside and place in a sinking fund under the control of
trustees their own bonds or the bonds of other corporations which they
may own, it is held that the fund thus set aside by the corporation is an
asset of the corporation, and any increment to that_fund as a result of
investments made by the trustees having the same in charge is �income
to the corporation and should be so included and accounted for in its
returns of annual net income.

If the trustees have invested the amount ofthe sinking fund reserve
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or any portion of it in the bonds of the corporation and such �corporation
pays to the trustees -the interest on these bonds, such corporation Will
be permitted to deduct such interest from its gross income, provided the.
amount of the interest thus paid, plus the interest on any other outstand-
ing indebtedness which it may have, does not exceed the limit �xed by
the law, and provided further that the interest paid to the trustees,
together with all other earnings on investments of the sinking fund
made by the trustees, is included in the income of the corporation.

Art. 49. Dividends received by corporations.�The income received by V
corporations on account of dividends Will be subject to- tax in the hands
of the company paying the same, being a part of its net earnings. .

The income received by corporations on account of dividends received
from other corporations that do not paya special excise tax to the State
of VVest Virginia will be subject to the tax in the hands of the company
receiving the same; but all dividends received from corporations who
pay a special excise tax to the State of West Virginia are deductible
from the gross income of the corporation" receiving the same.

Art. 50. Income from real estate transactions.�Gains and pro�ts re-
sulting from a real estate transaction are subject to the special excise tax
in so far as they represent actual net income for theiyear in which the
transaction occurred. The amount of income to be returned for the pur-
pose of the income tax in the case- of the sale of capital assets is the
amount received upon the sale of the property in excess of its original cost,
provided both the purchase and sale of the property took place since Jan-
uary 1, 1915. If the property was �acquired prior to January 1, 1915, the
difference between the cost price and the selling price Will be considered
income to the corporation, which income may be prorated according to the
number of years the property was held prior to its sale, and the amount
thus apportioned to the years subsequent to January 1, 1915, will be re-
turned as income for the year in which the property was sold.

In determining the amount of income to be accounted for on this basis,
the corporation will consider mortgages, mortgage notes, or any other
credits received in payment of. the property as though they were cash,
and if it should occur that the purchaser of any of the property should
later default in payment the corporation Will be entitled to take credit
as&#39;a loss for the amount of loss actually sustained by reason_of the

i default.

In determining the cost of the property for the purpose of arriving
at the pro�t realized upon the sale it will be permissible for the corpora-
tion to add to the initial cost such carrying charges as interest, taxes,
insurance, etc., provided such carrying charges have not been deducted
from net income which the corporation may have had and returned for
years subsequent to January 1, 1915, and prior to the date of the sale-
of the property.

Art. 51. Tax-free covenant.�Each corporation must account for, in its
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return of annual net income, all income .which it receives from all sources.
Interest received by a corporation on bonds which it holds, whether they
are guaranteed to be-tax free or not, must be included in the income of
the corporation receiving the same and so accounted for in its return of
annual net income. In other words, the corporation� receiving the income
must pay the tax upon the same,if it have a net income subject to tax,
and the matter of complying with the covenant of the bond is a matter
to be adjusted between the debtor corporation and the bondholder.

Art. 52. Items entering into cost of manufacture.�The only interest
which constitutes an allowable deduction from gross income under the

special excise tax law is the amount actually paid within the year on the &#39;
maximum principal ascertained by adding to the full amount of the paid-up
capital stock outstanding at the close of the year one-half of the interest-
bearing indebtedness also then outstanding. T

Interest payments of this character, being allowable deductions from
gross income, will not be taken into account as a part of the cost of
manufacture for the reason that to consider them an element of the
cost of manufacture and to deduct them from gross income as speci�c
items would in effect result in a double deduction of the amounts involved.

A corporation would not be permitted to include in its deductions
I the rental value of the property which it owns and occupies nor would

it be permitted to deduct from gross income the interest which the capital
invested or employed would earn were it otherwise invested.

It therefore follows that a corporation can not take into account as a
part of the cost of manufacture any possible earnings; that is, earnings
which might accrue on its capital or investment had such capital been
so placed as to earn a given rate of interest.

A manufacturing corporation may include as an element of the cost
of manufactured products, the cost of the raw material, the cost of labor
of the men who actually work on such products, as well as the cost of
supervisory, or what may be denominated as �unproductive� labor, such
as that of the foremen, inspectors, Overseers, etc., provided such expendi-
tures are not separately deducted from gross income in the return of
annual net income. ~

The overhead charges referred to in Form I-53. E. T. should include the
salaries of o�icers, clerk hire, andsuch other of�ce expenses as do not
have to- do directly with the manufacture of the product.

Art. 53. Gifts to corporation.��The value or amount of a gift to a cer-
poration is held to be income to such corporation and should be returned
as such for the year in which the gift is received.

ORDINARY AND NECESSARY EXPENSES.

Fourth. The total amount of all the ordinary and necessary expenses
paid out of the earnings within the year in the maintenance and operation
of the business and properties thereof, stating separately all charges such
as rentals or other payments required to be made as a condition to the
continued use or possession of the property.
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LOSSES,�DEPREClATION, DEPLETION, ETC.

Fifth. The total amount of all losses actually sustained during the year_
and not compensated by insurance or otherwise, stating separately any
amounts claimed for depreciation of property; and, in the case of in-
surance companies, also of dividends paid within the year, including
those paid on policy and annuity contracts, and the net addition, if any,
required by law to be made within the year t.o reserve funds in this state.

INTEREST PAID.

Sixth. The amount of interest accrued and paid within the year on
its bonded and other indebtedness 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 the amount of the indebtedness not exceeding
the amount of the capital employed in the business at the close of the
year ; and in case -of a bank, banking association, or trust company,- stat-
ing separately all interest paid within the year on deposits.

TAXES PAID.

Seventh. The amount paid by it within theyear for taxes of every
kind imposed under the authority of this state, and separately the
amount so paid by it for taxes imposed by any other government.

NET INCOME.

Eighth. The net income of such company, after making the deductions
and exemptions authorized by the act.

DEDUCTIONS-�&#39;- I

Art. 54. It is immaterial Whether the deductions except for taxes and
losses are evidenced by actual disbursements in cash, or whether� evi-
denced in such other way as to be properly acknowledged by the corporate
o�icers and so entered on the books of the corporation as to constitute
a liability against the assets of the corporation making the return.
Deductions for taxes, however, should be the aggregate of the amounts
actually paid, as shown on the cash book of the corporation. Deductions
for losses should be con�ned to losses actually sustained and charged
off during the year and not compensated by insurance or otherwise.
Except as the same may be modi�ed by the provisions of the act, limit-
ing certain deductions and authorizing others, the net income as returned
for the purpose of the tax should be the same as that shown by the
books or the annual balance sheet.

ORDINARY AND NECESSARY EXPENSES.

Art. 55. Commissions allowed salesmen, paid in stock, may be deduct-
ed as expense if so charged on books at the actual value of such stock.

Art. 56. Expenses of operation and maintenance "shall include all ex-
penditures for material, labor, fuel, and other items entering into the
cost of the goods sold or inventoried at the end of the year, and all other
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expenses incurred in the operation of the "business except such as are
required by the act to be segregated in the return.

Art. 57. Expenses deductible by tenant corporations.��In the case of
corporations which occupy leased premises under a lease contract which
requires such corporations to make all necessary repairs or improvements,
which repairs or improvements revert to the owner of the fee at the

expiration of the lease, the tenant corporation is entitled to charge the
cost of all such repairs and improvements to the expense of doing
business. This expense of improvements, somewhat permanent in char-
acter, should, however, be prorated over the numberof years constituting
the term of the lease, and the amount deductible from gross income of
each year would be the aliquot part -of the cost of such repairs and im-
provements. -

Art. 58. The cost of erecting permanent buildings on ground leased
by a company is a proper deduction as a rental charge, provided such
buildings are left on the ground at the expiration of the lease asia part
of the rental payment. In such case the cost will be prorated according
tothe number of years constituting the term of the lease and the annual
deduction will be made accordingly.

Art. 59. Incidental repairs which neither add to the value of the prop-
erty nor appreciably prolong its life, but keep it in an operating con-
dition, may be deducted as expenses.

Art. 60. Amounts expended in additions and betterments which con-
stitute an� increase in capital investment are not a proper deduction.

�Art. 61. Materials and supp|ies.�--In ascertaining expenses proper
to be included in the deductions to be made under the item of �Ex-
penses,� corporations carrying materials and supplies on hand for use
should include in such expenses the charges for materials and supplies
only to the amount that the same are actually disbursed and used in
operation and maintenance during the year for which the return is
made.

Art 62. Special compensation not deductible.-«Special payments made
by a corporation as extra compensation to certain of its employees may
be deducted from gross income, if it is clearly shown that such payments
are made as compensation for services rendered and are paid in pursuance
of a contract expressed or implied.

If such so-called �compensation� is gratuity or voluntary payment, for
which no service is rendered, the amounts so paid are not deductible.

Art. 63. Fixed salaries and commissions.-�V-In cases wherein employees-
or o�icers of a corporation are paid a stated salaryto which is added
a certain percentage of the net pro�ts of the corporation as compensation
for services rendered, such corporation will be required to report under
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item 4 (a) of the return form the amount of such combined payments
made to such individuals during the year, provided the combined amount
is $3,000 or more.

Art. 64.. Salaries� paid officers and emp|oyees.��In the case of salaries 4
paid to officers and employees of corporations, this department has �xed
no de�nite amounts which may be allowably deducted from gross income.
Any amount representing a fair and reasonable compensation for the
services rendered by the of�cers or employees, if actually paid, Will con- &#39;
stitute an allowable deduction from gross income. The salaries which
constitute such allowable deductions should not depend upon the pro�ts
of the corporation, but should, as indicated, be a fair measure of com- &#39;
pensation for services rendered, a.nd upon this basis should not vary
accordingly as the net income or pro�ts of the corporation may vary
from year to year.

Art. 65. Amounts paid as compensation or additional compensation to
officers� or employees, which amounts are based upon the stockholdings
of such of�cers or employees, are held to be dividends, and although
paid in lieu of salaries or wages, are not allowable deductions from gross
income, for the reason that dividends are not�deductible.

I
Art. 6.6. &#39; Donations.�Donations by corporations which legitimately rep-

resent a consideration for a benefit �owing directly or indirectly to the
corporation as an incident of its business are allowable deductions from
gross income in ascertaining net income subject to the special excise tax,
as donations to a hospital upon consideration that employees of the cor-
poration are to have a Ward for their use in. case of accident or illness.
The absence of consideration moving in some form to the corporation
will make a contribution a mere gratuity. Gratuities are not allowable
deductions in a return of income by corporations. V .

Donations made for purposes connected with the operation of the
property, when limited to charitable institutions, hospitals, or educational
institutions conducted for the bene�t of the employees of a corporation or
their dependents, shall be proper as a deduction under the head of� ex-
pense in the return of the corporation.

Art. 67. Life insurance in favor of corporations.�In cases wherein cor-
porations pay premiums on insurance policies insuring, in favor of the
corporations, the lives of officers or others, such premiums may be allow-
ably deducted from the gross income of the corporations paying the same.

In all such cases the proceeds of the policies when paid at maturity
or upon death of the insured shall be returned by the corporation as
income for the year in which such proceeds were received.

Art. 68. Pensions paid employees, etc.�Amounts paid for pensions to
retired employees, or to their families, or others dependent upon them,
or on account of injuries received by employees, are proper deductions as
ordinary and necessary expenses. Gifts or gratuities to employees in
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the service of a_ corporation are not properly deductible in ascertaining
net income of the. corporation. . &#39;

Art. 69. Bond discount deductible.-�-In the case of a corporation selling
its own bonds at a discount, the amount of the discount should be pro-
rated over the life of the bonds and the proportionate part of such dis-
count applicable to each year during the life of the .bonds, constitutes an
allowable deduction from the gross income of such year. The deduction
�from gross income in the case of 20-year bonds would be one-twentieth
of the aggregate amount of the discount on the bonds sold. I

Losses.

Art. 70. The deductions for losses must be losses actually sustained
during the "year and not compensated by insurance or otherwise. It
must be based upon the difference between the cost value and salvage
value of property or assets, including in the latter value such amount
if any, as has, in the current or previous years, been set aside and de-
ducted from gross incomeby way of depreciation, as elsewhere defined,

�and has not been paid out in making good such depreciation.

Art. 71. Funds set aside by a corporation for insuring its own property
are not a proper deduction, but any loss actually sustained and charged
to such fund may be deducted.

Art. 72. Bad debts, if so charged off the corporation�s books, during »
the year, are proper deductions. But such debts, if subsequently collected,
must be treated asincome. r

Art. 73. Reserves to take care of anticipated or probable losses are not
�a proper deduction from gross income.

Art. 74. Loss clue to voluntary removal of buildings, etc., incident to
improvements is either a proper charge to the cost of new additions or
to depreciation already provided, as the facts may indicate, but in no case
is it a proper deduction in determining net income, except as it may be
re�ected in the reasonable amount allowable as a deduction for depre-
ciation of the new building. Any loss claimed because of the voluntary
removal of a building is presumed to have been covered by previous depre-
ciation charges; otherwise the amount of such loss will constitute a part
of the cost of the new building. 7

Art. 75. All--lossesclaimed arising from sale of capital assets should
be arrived at in the manner prescribed in article 46a, de�ning gains
arising from sale of capital assets.

Art. 76. Insurance com,panies�--Losses.---U1,1der item 5 (a) )ot the re-
turn form, the insurance company may take credit for all losses" actually
sustained during the year and not compensated by insurance or other-
wise, including losses resulting from the sale or maturity of securities
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or other assets, as well as decreases by adjustment of book values of
securities, in so far as such decreases represent actual declines in
values which have taken place during the year for which the return
is made; also losses from agency balances, or other accounts, charged
off as worthless; losses by defalcation; premium notes voided by lapse,
when such notes shall have been included in gross income. This item
will not, however, include payments on policy contracts. &#39;

DEPRECIATION AND DEPLETION.

Art. 77. No fixed rates for depreciation.�This department has �xed
no de�nite rates by which an allowable deduction on account of depre-
ciation in the value of any class of property subject to wear and tear
is to be computed.

The rule which this department has established and which is very
generally followed by corporations contemplates that an allowable de-
preciation deduction within the meaning of the excise tax law shall be
computed upon the basis of the cost of the property and the probable»
number of years constituting its life. I

The life of. the property necessarily depends upon its character, the
uses to which it is �put, and the conditions under which it is used. These
elements being taken into consideration, corporations should, as a re-
sult of experience and observation, very closely approximate the num-
ber of years constituting the life of the property and upon this basis.
determine the rate of depreciation which annually occurs.

_Art. 78. The deductions for depreciation should be the estimated
amount of the loss, accrued during the year to which the return relates,
in the value of the property in respect of which such �deduction is.
claimed, that arises from exhaustion, wear and tear, or obsolescence out ,
of the uses to which the property is put, and which loss has not been
made good by payments for ordinary maintenance and repairs deducted.�
under the headinglof expenses of maintenance and operation. This esti-
mate should be formed upon the assumed life of the property, its cost,
and its use. Expenses paid in any one year in making good exhaustion,
wear and tear, or obsolescence in respect of which any deduction for de-
preciation is claimed must not be included in the deduction for expense of
maintenance and operation of the property, but must be Amade out of�
accumulated allowances, deducted for depreciation in current and pre-
vious years.

Art. 79. The depreciation allowance, to be deductible, must be, as
nearly as possible, the measure of the loss due to wear and tear, ex-~
haustion, and obsolescence, and should be so �entered on the books as:
to constitute a liability against the assets of the company, and must
be re�ected in the annual balance sheet of the company. The annual�
allowance deductible on this account should be such an amount as that
the.aggregate of the annual allowances deducted during the life of
the property, with respect to which it is claimed, will not, when the
property is worn out. exhausted, or obsolete, exceed its original cost.
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Art. 80. Depreciation set up on the books and deducted from gross
income can not be used for any purpose _-other than making good the
loss sustained by reason of the wear and tear, exhaustion, or obsoles-
cence of the property with respect to which it was claimed. If it de-
velops that an amount has been reserved or deducted in excess of the
l_oss by depreciation, the excess shall be restored to income and so
accounted for.

Art. 81. If any .portion of the depreciation set up is diverted to any
purpose other than making good the loss sustained by reason of depre-
ciation, the income account for the year in which such diversion takes
place must be correspondingly increased.

Art. 82. Depreciation in book values of capital assets shall be treated
in the return in the manner prescribed in the case of loss from sale of
capital assets (art. 46a), but amounts arbitrarily charged off will not
be allowed as deductions� except so far as -they represent an actual
shrinkage in values which may be determined to have taken place dur-
ing the year for which the return is made.

Art. 83. With respect to bond issues where bonds are disposed of
for a price less than par and are redeemable at par, it is held that because
of the fact that such bonds must be redeemed at their face value the loss

. sustained by reason of their sale for less than their face value may be
prorated by the issuing corporation in accordance with the life of the
bond.

Art. 84. As to real estate.�-Real estate as such, and as distinct
from the improvements thereon, is not reduced in value by reason of
wear and tear, and it therefore follows that the �allowance� contem-
plated by depreciation in the case of real estate corporations does not
apply to the ground, but is intended to �measure the decline in the value�
of the improvements, which decline in value is due to wear and tear of &#39;
such improvements.

In determining the cost of the real estate, in most cases no segrega-
tion is made of the cost of buildings as separate and distinct from the
cost of the grounds upon which such buildings stand. In such cases,
where the actual cost of the buildings or improvements at the time
they were taken over by the corporation can not be de�nitely deter-
mined, it will be sufficient for the purpose of determining the rate of�
depreciation to be used in computing the amount which will be deducti-
ble from gross income to estimate the actual value of the buildings
or improvement as of January 1, 1915, provided such buildings were
in existence at that time, and provided that the value placed upon such
buildings shall not be in excess of the cost of such buildings, less an
amount measuring the depreciation which had previously been sus-
tained.

Art. 85. Shrinkage in value of securities.�Bonds and securities are
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not subject to wear and tear within the meaning of the special excise
tax law, and therefore depreciation does not apply to any shrinkage in
their value. Shrinkage in the value of securities as. such �does not con-
stitute a loss actually sustained within the year, the amount of which
is de�nitely ascertained. Therefore, under the rules of this department
and consistent with the provision of the law, a shrinkage in the value of

_ bonds or like securities does not constitute an allowable deduction fr.om &#39;
gross income either as loss or depreciation.

The fact that bonds and simila.r securities were .written off at the
direction of the Comptroller of the Currency or a state banking de-
partment is not material. A mere book entry does not constitute either
a loss or gain for the purpose of the income tax. The fact that bonds
were written off does not. necessarily imply that they are a total loss,
nor is this act a conclusive proof that any loss occurred during the year
for which the return is made. A

Losses of this character -are only ascertainable when the securities
mature, are disposed of, or canceled.

Art. 86. Good wil|.�Good will does not represent a value attaching
to physical property, and is held to be an intangible asset, whose value
separate and� apart from the business" with which it is connected is
not capable of determination. For the purpose of the special excise tax, it
is capable of neither appreciation nor depreciation. Hence an amount
claimed to represent its decline in value is not an allowable deduction
from gross income in computing the tax liability of a corporation.

\ .

Art. 87. An allowance for depreciation of patents� will be made on
the following basis:

The deduction claimed for exhaustion of the capital assets as repre-
sented by patents to be made in the return of annual net income of
a corporation for any given year shall be one-seventeenth of the actual cost
of such patents reduced to a cash basis. Where the patent has been
secured from the Government �by a corporation itself, its cost would be
represented by the various Government fees, cost of drawings, experi-
mental models, attorneys� fees, etc. Where the patent has been pur-
chased by the corporation for a cash consideration, the amount would
represent the cost. Where the corporation has purchased a patent and
made payment therefor in stocks or other securities, the actual cash value
of such stocks or other securities at the time of the purchase will repre-
sent the cost of the patent to the corporation.

Art. 88. With respect to the depreciation of patents, one-seventeenth of
the cost is allowable as a proper deduction each year until the cost of
thepatent has been returned to the corporation. Where the value of a
patent has disappeared through obsolescence or any other cause and
the fact has been established that the patent is valueless, the unre-
turned cash investment remaining in the patent may be claimed as
a total loss and be deducted from gross income in the return of annual
net income for the year during which the facts as to obsolescence or
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loss shall be established. such unreturned cash value to be �xed in
accordance with the proportion that the number of. years which the
patent still has to run bears to the full patent period of 17 years.

Art. 8-9. Investment of depreciation fund.�Investments in addi-
tions and extensions are primarily capital investments and the fact
that the corporation is investing its depreciation funds in additions
and betterments or improvements would seem to indicate that the
amounts set aside on account of depreciation were in excess of a
reasonable allowance which the law contemplates a corporation may
deduct from its gross income, and when it shall appear that by
reason of the investing of its depreciation funds in additions, bet-
terments, and improvements, it actually adds to the value of its cap-
ital assets it will be insisted upon that the amount by which the
assets are increased on this account shall be returned as income and
be subject to the special excise tax.

Art. 90. Insurance companies.�Under item 5 (b) of the return form
may be deducted actual losses sustained within the year by reason of
the depreciation of property, which shall have been so entered on the
books of the company as to constitute a liability against its assets.
An arbitrary depreciation deduction claimed in the return, but not
evidenced by book entry, can not be allowed.

Art. 91. Timber lands.-�Corporations owning tracts of timber lands
and removing therefrom and selling, or otherwise disposing of the tim-
ber will be permitted to deduct from their gross income on account of
depreciation or depletion an amount representing the original cost of
such timber, plus any carrying charges that may have been capitalized
or not deducted from income. The purpose of the depreciation or de-
pletion deduction is to secure to the corporation, when the timber has
been exhausted, an aggregate amount which, plus the salvage value
of the land, will equal the capital actually invested in such timber and
land.

Art. 92. When an amount sufficient to return this capital has been
secured through annual �depreciation deductions no further deduction
on this account shall be allowed. For the purpose of increasing the
deduction on this account no arbitrary increase in values shall be made,
unless such increase in value shall be returned as income for the year
in which the increase in value was taken up on the books.

Art. 93. The depreciation of coal, iron, oil, gas, and all other nat-
ural deposits must be based upon the actual cost of the properties con- .
taining such deposits. In no case shall the annual deduction -on this
account exceed 5 per cent of the gross value at the mine (well, etc.)
of the output for the year for which the computation is made.

Art. 94. Gross value at the mine, etc.��Gross value at the mine,�
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as contemplated in that provision of the special excise tax law which
authorizes mining companies to de-duct from gross income an amount
to take care of depletion� of natural deposits, is held to mean the gross
price at which the ore, coal, oil, gas or other product could be sold
at the mine; that is, its actual bona �de market value.

The term �gross� as applied to �value� contemplates. the aggregate
value of the product at the mine determined upon the basis of the mar-
ket conditions at the time and place, and is best de�ned as the price
at which the product sells or would sell when delivered at the mouth
of the mine in a marketable condition. Five per cent of the value thus
determined will constitute the maximum amount which a mining cor-
poration may deduct under the special excise tax law from gross in-
come on account of depletion of natural deposits. This does not con-
template that the full 5 per cent of the gross value will be allowed if
the aggregate amount calculated at a less. rate will equal the cost in
place of such deposits or secure to the corporation the return of its
capital when the deposits have been exhausted.

If.the rate of 5 per cent per annum shall return to the corporation
its capital investment prior to the exhaustion of the deposits, the rate
on which the annual deduction for depletion of deposits is based must
be lowered in accordance with the estimated number of years it will.
take to exhaust the estimated reserves.

In case the market value of the product of the mine or well is estab-
lished at some place other than at the mine or well, then the gross value
at the mine is held to be the value of the ore, coal, oil, or gas sold,
less transportation and reduction charges.

In case the reserves shall be in excess of the estimates, no further de-
duction on account of depletion shall be made where the capital invest-
ment has been returned to the corporation.

Art. 94a. In addition to the deduction to measure the loss due to
depletion, the corporation will be allowed the usual depreciation of its
machinery, equipment, etc., such depreciation to be determined on the
basis of the cost and estimated life -of the property with respect to
which the depreciation is claimed.

Art. 95. Corporations leasing oil or gas territory shall base their de-
pletion deduction upon the cost of the lease, and not upon the esti-
mated value, in place, of the oil or gas.

Art. 98. Corporations operating mines (including oil or gas wells)
upon a royalty basis only can not claim depreciation because of the
exhaustion of the deposits.

Art. 97.  Unearned increment will not be considered in �xing the value
on which depreciation� shall be based.

INSURANCE COMPANIES.

Art. 98. Payments on Policies.�In item (c) credit will be taken"
for all death, disability, or other policy claims,� including �re, accident,
and liability losses, matured endowments, annuities, payments on in-
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&#39; stallment policies, surrender values, and all claims actually paid under
the terms of policy contracts. Reserves covering liabilities. for� losses
incurred, reported, resisted, adjusted or unadjusted but not paid, can not
be deduct.ed from gross income under this or any other item of the return.

Art. 99a. Net addition to reserve fund.�-The_ reserve funds of in-
surance companies to be considered in computing the deductible net
addition to reserve funds are held to include only the reinsurance
reserveand the reserve for supplementary contracts required by law
in the case of life insurance companies, the unearned premium reserves
required by law in the case of �re, marine, accident, liability, and
other insurance companies, and only such other reserves as are
speci�cally required by the statutes of a state within which the com-
pany making the return is doing business. For the purpose of this
deduction," the net addition is the excess of the res-erveat the end of
the year over that at the beginning of the year and may be based upon
the highest authorized reserve required by any state in which the com-
pany making the return does business.

Art. 99b. Mutual fire insurance companiesyrequiring their members
to make premium deposits to provide for losses and expenses, are entitled
to deduct from gross income any portion of such premium deposits re-
turned to policy holders within the year.

Art. 99c. Life insurance companies shall be entitled to deduct from
gross income in any year such portion of any actual premium received
from any individual policy holder as shall have been paid back or cred-�
ited to such individual policy holder, or treated as an abatement of pre-
mium of such individual policy holder, Within.such year.

Art 99d. Assessment insurance companies shall be entitled to deduct
from gross income in any year the actual amount deposited with any state
o�icer, pursuant to law, as addition to guaranty or reserve funds.

INTEREST.

Art. 100. It is held that in the casei of a corporation having cap-
ital stock this deductible interest is interest actually accrued and
paid Within the year on an amount of indebtedness; not exceeding
the paid-up capital stock outstanding at the close of the year, increased

by the addition thereto of one�half the interest-bearing indebtedness
outstanding at the close of the year.

The qualifying phrase, �outstanding at the close of the year,� appear-
ing in the foregoing quotation, is held to apply to both paid-up capital
stock and indebtedness, and one-half the sum of quali�es only the in-
debtedness, which indebtedness, like the paid-up capital stock, is required
by the law to be reported, in making return of annual net income, as out-
standing at the close of the year. .

If no indebtedness is outstanding at the close of the year, the maxi-
mum deduction allowable on account of interest paid will be the amount
of interest actually accrued and paid on the amount of indebtedness
not exceeding at any time within the year the entire paid-up capital
stock outstanding at the close of the taxable year; that is, in such
case, the paid-up capital stock outstanding at the close of the year
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measures the highest amount of indebtedness upon .which deductible &#39;
interest can be computed. c

For the purpose of an allowable deduction, interest on the maximum
amount of indebtedness, determined in the manner above indicated,
can be computed upon such amount only for the time during which
such amount of indebtedness is not in excess of the paid-up capital
stock, increased by one-half the sum of the interest-bearing indebted-
ness outstanding at the close of the year.

In any event, the amount of interest, in order to constitute an allow-
able deduction, must not only be within the limit of the law as herein
de�ned, but must have actually accrued and been paid Within the year
for which the return is 111ade.

In a case where no capital stock exists, the limitation as to deduction�
is con�ned to interest actually paid on an amount of indebtedness� not
exceeding at any time" during the year the capital �employed in the
business at the close� of the year. -

Interest paid on indebtedness, Wholly secured by collateral the subject
of sale in ordinary business of such corporations, will be allowed as a
deduction to the full amount of such interest paid. This contemplates
that the entire interest received on the collateral securing such indebted-
ness shall be included in the gross income returned. The expression
�collateral the subject of sale,� etc., refers to physical or tangible prop-
erty bound for the performance of certain covenants or payment of cer-
tain obligations, and which physical or tangible property is the �subject
of sale in the ordinary business of a corporation� owning the same. Where
such corporation is, as a matter of its ordinary business, engaged in buy-
ing and selling, or dealing in such property,-the interest actually paid
within the year on indebtedness wholly secured by such collateral may
be deducted from gross income as an expense of doing business, without
regard to the limit of deductible interest as otherwise provided by the
statute. The corporation, etc., must be organized and� operated for the
purpose of buying, selling, and dealing in the particular kind of prop-
erty which becomes the collateral in question, and the particular prop-
erty pledged for the debt upon which the interest is �paid must be
the �subject of sale in the ordinary business of the corporation.� Real
estate mortgaged, and the property of corporations organized for and
engaged in the business of buying,� selling, and dealing in real" estate,
is an example Where the interest paid may be deducted as a �business
expense� and not be subject to the limitation as to interest deduction.

Art. 101. A railroad company operating leased or purchased lines
shall include all receipts derived therefrom, and, if bonded indebtedness�
of such lines has been assumed,» such operating company may deduct
the interest paid thereon to an amount as limited by the act.

Art. 102. Interest on bonded or other indebtedness bearing different
rates of interest may be deducted from gross income during the year,
provided the aggregate amount of such indebtedness on which the in--
terest is paid does not exceed the limit prescribed by law, and in case
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I
the indebtedness is in excess of the amount on which interest may be
legally deducted the indebtedness bearing the highest rate may be
�rst considered in computing the interest deduction and the balance,
if any, will be computed upon the indebtedness bearing the next lower
rate actually paid, and so on until interest on the maximum principal
allowed has been computed.

Art. 103. In the case of banks and banking associations, loan
or trust companies, interest paid within the year_on deposits, or on
moneys received for investment and secured by interest-bearing certi�-
cates of indebtedness issued by such bank, banking association, loan
or trust company, may be allowably deducted from the gross income
of such corporations. &#39;

TAX ES.

Art. 104. All sums paid within the year for taxes imposed under
- the authority of the United States or of any state or territory thereof,

or imposed by the government of any foreign country, are deductible
from gross income.

Art. 105. The act expressly provides that amounts paid on account
of assessments for local bene�ts or improvements are not deductible
from gross income when arriving at the net income subject to special
excise tax. Assessments for local bene�ts or improvements are con-
strued to mean those for street paving, sewer and other similar assess-
ments, the ful�llment of the purposes for Which levied tend to enhance
the value of the property. Such assessments should be treated� as per-
manen-t improvements,~�charged. to capital account rather than against
income.

Art. .106. Reserves for taxes can not be allowed, as the law speci�c-
ally provides that only such sums as are paid Within the year for taxes
shall be deducted.

Art. 107. Banks paying taxes assessed against their stockholders
because of their ownership of the shares of stock issued by such banks
can not deduct the amount of taxes so paid in making their return
for the special excise tax imposed by this act. The shares of stock are
the property of the stockholders, and such holders are primarily liable
for the tax. _ -

This ruling applies only to the taxes levied upon the value of the
capital stock and is not intended to operate so as to prevent banking
corporations from deducting from their gross income any state tax
imposed against the corporation itself, as an excise or license tax.

FRED. O. BLUE,

State Tax Commissioner.
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Aggrieved by assessment may apply for hearing and correc-
tion . . . . . . . . . . . . . . . . . . . .; . . . . .., . . . . . . . . . . . . . . . . . . . . ..

Amount allowed for depreciation of property . . . . . . . . . . . . ..
Amounts paid employees��- &#39;

As compensation on basis of stockholdings not deducti-
ble, why . . . . . . . . . . . . . . . .  . . . . . . . . . . . . . . . . . . . . . ..&#39;.

For pension or on account injuries, deductible expense.

Assessment�� 
     
     Insurance company, addition to reserve funds deducti-

ble-...... . . . . . . . . . . . . . . . . . . . . . . . . . .  . . . . . . . . . ..
Bad debts deductible, when . . . . . . . . . . . . . . . . . . . .
Banks, etc.�-.- ,

Interest paid. on deposits, etc., allowable deduction....
Paying taxes assessed against their stockholders, deduct-

p8

98

S55�

17

60

14 
     
     10

65
68-

.9941 
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Change in book value of capital assets by annual. adjust-
ment on books, that value to be carriedpinto return . . . . . . 46c:

Change in book value of capital assets by reappraisal, gain or
loss, how computed   . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .. 7 460-

Commissions to salesmen paid in stock, deductible expense,
when . . . . . . . . . . . . . . . .. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .. 55;

Complete return to be made by or will not be accepted. . . . 34
Cost of buildings on leased ground, deductible as rent, when 58

&#39; Deductible loss de�ned . . . . . . . . . . . . . . . . . . . . . . . . . .. . . . . . . . . .. 70
Deduction�� ,

Account materials and supplies on hand, what . . . . . . . . . . 61
For depletion of mines, etc., regulation and rate of, limit

of . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .. 94 1
For depreciation of natural deposits, basis and limit of 93
For depreciation on patent,� what, how determined .  87
For depreciation on timber lands, limit of, excess of, is

income . . . . . . . . . . . . . . . .� . . . . . . . . . . . . . . . . . . . . . . . . . . . 91-92
.For interest paid �at different rates, rules of application. . 102
For obsolescence of patents, what, how determined....  88

De�ned . . . . . . . . . . . . . . . . . . . . . . . . . . . . .&#39; . . . . . . . . . . . . . . . . . . . . .1 9-10-
Depreciation timber land from removal of tim-.ber, amount,

how determined . . . . . . . . .  . . . . . . . . . . . . . . . . . . . . . . . .. 91.

Depreciation- 
     
     Deductible, amount, how treated . . . . . . . . . . . . . . . . . . . .. 79-«

De�ned . . . . . . . . . . . . . . . . . . . . . . . . . . . . .   . . . . . . . . . .. 78-
How determined . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .. 1 78
Reserve, use of, disposition excess of . . . . . . . . . . . . . . . . . . . 80=

Division of depreciation of reserve, correction . . . . . . . . . . . .. 81
Doing interstate business, etc., how net income apportioned. . p. 12

Donation for charitable purposes, deductible when . . . . . . . . . . . 66
Educational, exempt, when  . . . . . . . . . . . . . . . . . . . . . . . . . .. p. 8
Engaged in more than one class oflbusiness, gross income

ascertained in accordance with applicable de�nitions of
such A income . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . &#39; 45

Every, not speci�cally exempt, required to make return of in-
come . . . . . . . . . . . . . . . . . . . .  . . . . . . . .&#39; . . . . . . . . . . . . . . . . . . . 16-

Evidence requisite for allowance of deductions . . . . . . . . . .. 54
Exempt from tax, what are . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . I 7&#39;
Expense of operation and maintenance to be shown in return &#39; p. 9&#39;

Includes what . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .. 56&#39;-
Failure to receive blanks will not excuse from making re-

turns . . . .. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .. 34�
Fiscal year of, how established . . . . . . . . . . . . . . . . . . . . .. 33&#39;

Form of return  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .. p. 9-
Gifts or gratuities to employees not deductible . . . . . . . . . . . .. 68&#39;
Good will, depreciation not allowed in connection with.... 86
Gross income�-

De�nition of . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 45
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Gross value at the mine, de�nition of . . . . . . . . . . . . . . . . . . . . . .. 94
In addition to deduction for depletion of mines, etc., deduc-

tion for depreciation of plant, what, basis of . . . . . . . . . . .. 94a

Income�� 
     
     From sale of capital assets, how determined . . . . . . . . . . . 46a

Losses from . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .. p.10
.Insurance company-

�Deductible net addition to reserve,� de�nition; what
basis of computation of; What not to be included in. . 993&#39;.

Deductions, claims actually paid under policy contract. .. 98
Depreciation loss by shrinkage in property value, what

and when deductible . . . . . . . . . . . . . . . . . . .. . . . . . . . . . . . . 90
Gross income of, de�nition of . . . . . . . . . . . . . . . . . . . . . . . . . . 45
Losses, deductions for, What . . . . . . . . . . . . . . . . . . . . . . . . . .. 76
Reserve to meet losses, how treated . . . . . . . . . . . . . . . . . . . . 98
Return required . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . p. 7

Interest paid�
Deduction, what, when . . . . . . . . . . . . . . . . . . .  . . . . . . . .. 100
On debts secured by collateral subject to sale, deducti-

ble, when, why . . . . . . . . . . . . . . . . .« . . . . , . . . . . . . . . . . . . . 100
On deposits, etc., deductible, when .. .&#39; . . . . . . . . . . . . . . .. p. 11

Inventory, purpose and use of; kinds of . . . . . . . . . . . . . . . . . . . . 46d
Leased, to make its own return . . . . . . . . . . . . . . . . . . . . . . . . . .. 43
Leasing oil or gas territory, deductions -for depletion, basis

of . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .. 95
Lessee, property of, assuming indebtedness of lessor, return .

by lessee, What . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .. 101
Lessee, not to include capital stock or debts of lessor in re-

turn, except . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .. _ 43
1Liab1e to tax� �

Every corporation to make return . . . . . . . . . . . . . . . . . . . .. p. 8

Life Insurance Company-
Gross income, de�nition of . . . . . . . . . . . . . . . . . . . . . . . . . . .. 45

Liquidation of, make �nal return of what; �led when . . . . . . .. 23
.Loss���

Actual, sustained during year . . . . . . . . . . . . . . . . . . . . . . .. p. 9
Sustained within year . . . . . . . . . . . . . . . . . . . . . . . .  . . . . p. 1;�)
From removal of buildings, not deductible, Why . . . . . .  74
From sale of capital assets, how ascertained . . . . . . . . .. 46a
Securities below par, how treated . . . . . . . . . . . . . . . . . . . . .. 83

�Making false return, penalty for . . . . . . . . . . . . . . . .  . . . . . .. p. 16
�May furnish copy or duplicate of return made for same pe-

riod to collector of internal revenue . . . . . . . . . . . . . . . . .. p. 13
iManufa.cturing company, gross income, de�nition . . . . . . . . .. 45
"Mercantile company, gross income, de�nition . . . . . . . . . . . .. 45
&#39;Miscellaneous, gross income, de�nition . . . . . . . . . . . . . . . . .. 45
�Mutual companies making return, de�nition of net income., 16
fFailing or refusing to make return . . . . . . . . . . . . . . . . . . . . . . . .. p. 14



� INDEX. �S 53.

CORPORATION--Continued. &#39; ARTICLE.
Net �Income�-� . . � p . .

Entire, from all sources, special excise tax on . . . . . . . . . . . p. 7.�
Of, should be what . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .. 54
From sale of capital assets, how determined . . . . . . . . . .. 46-a..
How ascertained . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . ._ . . . . . . . p. 10.-
To be shown on return . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . p. 10

Notice� .
Given of assessments made . . . . . . . . . . . . . . . . . . . . . . . . .. p. 13
Designation of �scal year, bycorporation . . . . . . . . .  . . . . p. 8-

Not receiving blank for making return, should make applica-
tion for, to whom, when . . . . . . .. . . . . . . . . . . . . . .  34

O�icers of, making false return, penalty . . . . . . . . . . . . . . . . . . p. 16
On what taxed; what, and amount of . . . . . . . . . . . . . . . . . . . . . . . p. 7.�
Operating mines, oil or gas wells, on royalty basis, deduction

for depletion of deposits not allowed  . . . . . . . . . . .. 96«
Paid-up capital stock, de�nition of . . . . . . . . . . . . . . . . . . . . . .. 42..
Paying dividends to corporations making returns, names,

&c. . . . . . . . .  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .. p.9
Pro�t or loss on sale, capital assets, how determined . . . . . . . .. 46b»
Railroad whose income paid by its lessee direct to stock --

holders must make return of income . . . . . . . . . . . . . . . . . .. 19&#39;
Religious, exempt . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .. p. 7 �
Repairs may be deducted, what . . . . . . . . . .&#39; . . . . . . . . . . . . . . . . . 59»

: Reserve for-

Insurance of own property not deductible . . . . . . . . .  . . . 71-
Losses, I101.� deductible . . . . . . . . . . . . . . . . . . . . . . . . .� . . . . . .. 73»
Taxes, not deductible� . . . . . . . . . . . . . . . . . . . . . . . .  . . . . . . . 106-

Shrinkage in value, capital assets, how treated . . . . . . . . . . . . . 82
Special excise tax, on what computed . . . . . . . . . . . . . . . . . . . . . p. 12�
State tax commissioner to furnish blanks for return of... . p. 12&#39;
Subject to tax�

Classes enumerated . . . . . . . . . . . . . . . . . . . . . . . .p. 7, Arts. 1, 2,4, 5�-
Taxanble status in doubt, must make return and attach thereto

. statement showing what . . . . . . . . . . . . . . . . . . . . . . . . . . . . .. 1&#39;?�
Tax� R I

Computed on net income of . . . . . . .  . . . . . . . . . . . . . . . . . . . p. 12

Paid by-
Constitute deduction, when . . . . . . . . . . . . . . . . . . . . . .. 104
VVhat not deductible . . . . . . . . . . . . . . . . . . . . . . . . . . . .. 105

To be assessed by state tax commissioner . . . . . .&#39; . . . . . . . . . . . . . p. 13&#39;
To give notice, day designated for return. . . . ., . . . . . . . . . . . . . . V p. 9-
Unearned increment, not value for depreciation purposes..� . 97
When to� make -return  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . p. 8&#39;
Copy or duplicate of return made to collector of internal rev-

1 enue may be furnished, etc . . . . . . . . . . . . . . . . . . . . . . . . .. p. 13
In certain cases, shall be supplemented . . . . . . . . . . . . . . . . . p. 13
How veri�ed . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . _ p. 13
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Of buildings on leased ground, deductible as rent of corpo-
ration, When . . . . . . . . . . . . . . . . . . . . .&#39; . . . . . . . . . . . . . . . . . . . . -

�DEDUc&#39;rIBLE NET ADDITION TO RESEBVE�:
Insurance company; de�nition; what basis of computation of.

DEDUCTION: 
     
     Additions and betterments constituting increase in capital

� investment, not . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .- . . . . . . . .
Bad debts of corporation, when . . . . . . . . . . . . . . . . . . . . .  .. .

~ Basis, for depletion leased oil or gas territory . . . . . . . . . .
. Commission to salesmen paid in stock of corporation is, when
- Compensation paid employees of corporation based on stock-

holding, . not, why . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . ..
Account interest paid on debt, limited to what, when . . . . . . ..
Materials and supplies on hand, �What . . . . . . . . . . . . . . . . . . ..
Depreciation, amount,_hoW treated . . . . . . . . . . . . . . . . . . . . . . ..
Donations for charitable purposes, when . . . . . . . . . . . . . . . . . . .
Evidence requisite for allowance of . . . . . . . . . . . . . . . . . . . . . .
For interest paid at different rates, ruleof application. .. .
Gifts or gratuities to employees, not . . . . . . . . . . . . . . . . . . . . .
Pensions and damages for injuries to employees, are . . . . . . . .
Reserve�� 8 7

. For insuring its own property, not . . . . . . . . . . . . . . . . . .  .

. To meet losses insurance companies, not . . . . . . . . . .
Status of tax for, to� bank, assessed against stockholder, paid

by bank . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .
Depletion of mines, regulation of rate of, limit of . . . . . . . . . . .
Depreciation� 1

De�ned 1 . . . . . . . . . . . . ._ . . . . . . . . . . . . . . . . . . . . . . . . �. ., . . . . . . .
How determined . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . ..
Loss by shrinkage in property value, insurance com-

pany, What and when . . . . . . . . . . . .1 . . . . . . . . . . . . . . . . .
Reserve, how, disposition excess of . . . . . . . . . . . . . . . . . . . . .

, Of good will not allowable . . . . . . . . . . . . . . . . . . . . . . . . . . .
013&#39; natural deposits, basis and limit of... . . . . . . . . . . . . .
On patent, What, how determined� . . . . . . . . . . . . . . . . . . ..
Unearned increment, not value for purposes of . . . . . . . . .
Timber Land-

Limit of, excess of is income . . . . . . . ...... .  . . . . . . . .
Removal of timber, amount, how determined. . . 8. . . . .

From gross income-
Enumerated . . . . .  . . . . . . . . . .  . . . . .

�Insurance company-
Claims actually paid under policy contract, are . . . . . . . . . .

_Losses. what .; . . . . . . . . .  . . . . . . . . . . . . . . . . ..
�Interest paid by� &#39;

Bank, etc., on deposits, etc., is . . . . . . . . . . .�. . . . . . . . . . . .

58

99a.
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72 
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DEDUcTIoN��Continued. ARTICLE.
Corporation- _. , .

0,11 indebtedness secured by collateral subject to sale,
_when, why . . . . . . . . . . . . . . . . . . . . . . . . . - I - . . . . . . . . . . . . . . . .. 12009

Loss� _ -
_Which corporation may make, de�ned . . . . . . . . . . . . . . . . .. 70
From removal of "building not deductible, why . . . . . . . . .. 9 74
From sale-

Capital assets, how ascertained . . . . . . . . . . .  75
Corporation securities below par, how treated.... 83

Obsolescence of patent, what, how determined._.- . . . . . . . . . . . 88
Repairs. when . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .. 59
Reserve for losses, not . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .. 73
Taxes paid by corporation-

Are, when . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .g__ . . . . . . . . . . . . . 104
When not . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 7 107

DEPLETION: � &#39; &#39; &#39;

Authorized deduction . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . p. 10
Deduction for, mines, oil or gas wells operated on royalty

basis, not allowed" operating corporation . . . . . . . . . . . .. 96
Leased oil or gas territory, basis for deduction for........ 95
Of mines, etc., regulation of rate of deduction for, limit of. . . 94

DEPOSITS! a

Interest, paid on by banks, etc.��
To be shown in returns . . . . . . . . . . . . . . . ... . . . . . . . . . .. p.10
Deductible . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . p. 11

DEPRECIATION : . �

Amounts claimed for to be shown separately . . . . . . . . . . . . . . p. 10
By use, wear and tear, authorized deduction . . . . . . . . . . . .. p. 10
De�ned . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 78
Deductible, amount how treated .. ._ . . . . . . . . . . . . . . . . . . . . . . . 79
Deduction for� .

Of natural deposits, basis and limit of. . . . ._ . . . . . . . . . . . . 93
On patent, what, how determined . . . . . . . . . . . . . . . . . . . . . 87

Diversion reserve for, correction . . . . . . . . . . . . . . . . . . . . . . . . . 81
Loss by shrinkage in property value, insurance company,

what, and when deductible . . . . . . . . . . . . . . . . . . . . . . . . . . . . 76
01! good will not allowable deduction � . . . . . . . . . . . . . . . . . . . . . . 86
Timber land-

From removal timber, amount, how determined ._ . . . . . 91
Deduction for, limit of, excess of is� income . . . . .  . 92

Unearned increment, not value for basis of deduction for. . . . 97
JDEPRECIATION RESERVE! .

, User of, disposition excess of . . . . . . . . . . . . . . . . . . . . . . ... .. . 80
�DESIGNATION or FISCAL YEAR!- .

Corporation subject to tax . . . . . . . . . . . . . . . . . . . . . . . . . . . . ..~. p." 8
Corporation to give notice . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . p. 9

"DIVERSION2. . .
Deprec�iat&#39;ion reserve, correction . . . . . . .  . . . . . . . . . . . . . . . . . 81
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Compensation paid employees of corporation based on stock-

holding are, When . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 65
Amount of, paid, to be shown in insurance returns . . . . . . . . . . p. 10
Received from stocks of other corporations who pay special

excise tax, deductible . . . . . . . . . . . . . . . . . . . . . . . . . . .  p. 11

DoNATIoNs: 
     
     By corporation for cha.ritab1e purpose, deductible when . . . . . . 66
DCMESTIC BUILDING AND LoAN ASSOCIATIONS:

Exempt, when - . . . . . . . . . . . . . . . . . . . .. . . . . . . . . . . . . . . . . . . . . . .. p. 8
DOMESTIC CoR1>oRATIoNs: ,

V To pay tax . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .- . . . . . . . . . . . . . 1
DUE DATE: A

Return on Sunday or legal holiday, effect of . . . . . . . . . . . . . . . . 32

E.
EARNINGS: 1

Ordinary and necessary expenses to be paid out of . . . . . . . . . . p. 9
EDUCATIONAL CoRPoRATIoNS: A

Exempt, when . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .. p. 8
ENGAGED IN ANY. BUSINESS WHATSOEVER IN W. VA.: .

Foreign corporations subject to tax . . . . . . . . . . . . . . . . . . . . . . .. p. 7
EVIDENCE: 6 &#39;

Requisite for allowance of deduction by corporation  54
EXCISE TAX:

For what period, how computed . . . . . . .  . . . . . . . . . . . . . . . . . .. p. 12
�EXEMPT CoRI>oRATIoNS:

Enumerated . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .. p. 7
Net income of _ . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  . . . . . . . . .. -p. 8

ExEMI>TIoN: . . � _ &#39;
Boards of trade, when  . . . . . . .  . . . . . . . . . . . . . . . . . . . . . . .. pl. 8
Cemetery company, when . . . . . . . . . . . . . . . . . . . . . . . . . . .  p. &#39;7
Chambers of commerce, when . . . . . . . . . . . .  . . . . . . . . .  . . . . p. 8
Charitable . associations, when .. .. . . . . . . . .  . . . . . . . . .  .. p. 8
Civic leagues ororganizations, when . . . . . . . . . . . . . . . . . . . . . .. p 8
Domestic building and loan associations. .  . . . . . . . . . . . . . . . p. 8
Educational corporation, when . . . . . . . .� . . . . . . . . . . . . . . . . . .. p. 8
Fraternal Societies. . . . . . . . . . . . . . . . . . . . . .  . . . . . . . . . . . . . . .. &#39;  p. 8
Religious associations and corporations....&#39;. . . . .  &#39; p. 8
Scienti�c associations, when . . . . . . . . . .  . . . . . . . . . . . . . . .. p. 8

EXPENSE: ~ &#39; 6 1 �

Deductible, pension or amounts paid employees account in-
juries are . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .. 68
Of operation and maintenance corporate business, what in-

cludes  . . . . . . . . . . . . . . . . . . .. 56

EXPENSES, ORDINARY AND NECESSARY:
To be Shown in return . . . .� . . . . . . . . . . . . . . . . . . . . . . . . . . . p. 9
Authorized deduction . . . . . . . . . . . . . . . . . . . . . . . . . . . . . p. 10
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, F.
FALSE RETURNS: . ARTICLE.

Or fraudulent, penalty.. . . . . . . . . . . . . .; . . . . . . . . . . . . . . . . . . .. p. 16

FISCAL YEAR: _
May be established . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .. p. 8
Corporation to give notice . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .. p. 9
HOW established, What to be done . . . . . . . . . . . . . . . . . . . . . . .. 33&#39;
Illustration of and what to do . . . . . . . . . . . . . . . . . . . . . . . . .  33
Making return on basis of but not so designating, return

not accepted and must be made for ca1endar.year . . . . .. 29&#39;
Not properly established, return to be made �for what calen-

dar year and �led when . . . . . . . . . . . . . . . . . . ..&#39;. . . . . . . .. 27

FOREIGN CORPORATION: ,
Required to make return . . . . . . . . . . . . . . .&#39; . . . . . . . . . . . . . . . . .. 13
Subject to tax . . . . . . . ." . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 2

FRATERNAL BENEFICIARY SOCIETIES, ETC.:
� Exempt, when . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .. p. 8

G.

GAS OR OIL TERRITORY LEASED: _
Corporation, basis of deduction for depletion of . . . . . . . . . . . .. 95

GAS OR OIL WELLS AND MINES: _
Operated on royalty basis, deduction for depletion of deposits

not allowed operating corporation . . . . . . . . . . . . . . . . . . . . .. 96

GIFT: 
     
     To employees of corporation not deductible . . . . . . . . . . . . . . . .. 68 .
GOOD WILL: _ � &#39; _

Corporation, depreciation of, not allowable deduction . . . . . . . . 86
GRATUITIES: &#39;

&#39; To employees of corporation not deductible . . . . . . . . . . . . . . . .. 68
GROSS INCOME: �

To be Shown in return; how . . . . . . . . . . . . . . . . . . . . . . . . . . . .. p. 9
Insurance companies, how shown . . . . . . . . . . . . . . . . . . . . . . . . .. � p. 9
De�nition of . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  . 45
Engaged in more than one class business,&#39;ascertained in ac-

cordance With applicable de�nition each class . . . . . . . .. 45
General de�nition of gross income . . . . . . . . . . . . . . . . . . . . . . . .. 45
Manufacturing company, de�nition of . . . . . . . . . . . . . . . . . . . . .. 45
Mercantile company, de�nition of . . . . . . . . . . . . . . . . . .  . . . . .. 45
Miscellaneous "corporation, de�nition of . . . . . . . . . . .- . . . . . . . . . . 45
Insurance company, de�nition of . . . . . ... . . . . . . . . . . .  . . . . .. 45
Life insurance company�

De�nition . . . . . . . . . .. . . . . . . . .&#39; . . . . . . . . . . . . . . . . . . . . . . . . . . 45
GROSS VALUE AT THE MINE: .

Authorized deduction on account of depletion, not to exceed
570 Of . . . . . . &#39; . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . D�.

De�nition I 94
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1 H.
HOLIDAY: &#39; ~ ARTICLE.

Due date of return falling on, effect of . . . . . . . .  . . . . . . . . . . .. 32
HORTICULTURAL ORGANIZATIONS:

Exempt, when . . . . . . . . . . . . . .� . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . p. 7

I.

INCOME: 
     
     Banks, interest paid on deposits by, to be deducted . . . . . . . . . . . p. 11

Bonds or other indebtedness, issued as interest-tax-free�� ~ _
Interest not deductible . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .. p.11

Corporation- 
     
     Allowance for depreciation by wear and tear . . . . . . . . . . .. p. 10

Bad debts collected are . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .. 72
How ascertained .&#39; . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . p. 10
From sale of capital assets, how determined . . . . . . . . . . . . . 46a
Interest paid deductible . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . p. 11
Losses sustained within the year, deductible . . . . . . . . .. p.10
May designate �scal year . . . . . . . . . . . . . . . . . . . . . . . . . . . . .. p. 8
Ordinary expenses of operation deductible . . . . .  . . . . . . . . p. 10
To give notice of �scal year adopted . . . . . . . . . . . . . . . . .. p. 9

_Received from all sources . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . p. 7
Gross� .

De�nition of . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . - 45 .
General de�nition . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 45
Insurance company, de�nition ofigross income . . . . . . . . . . 45
Manufacturing company, de�nition . . . . . . . . . . . . . . .. . . . . .. 45
Mercantile corporation, de�nition . . . . . . . . . . . . . . . . . . . . . . 45
Miscellaneous corporation, de�nition. .&#39; . . . . . . . . . . . . . . . . . . 45

Insurance company, to be distinguished, etc. . . . . . . . . . . . . . .. p. 9
Insurance reserve . . . . . . . . . . . . . . . . . . .&#39; . . . . . . . . . . . . . . . . . . . . . . p. 11

Interest- 
     
     Accrued within year . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .. p. 11

On deposits . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . p. 11
INDEBTEDNESS, BONDED AND OTHER:

To be shown in return . . . . . . . . . . . . . .  . . . . . . . . . . . . . . .  . .. p. 9

INJUNCTION: 
     
     To restrain collection of taxes-

Not to be awarded except upon certain grounds . . . . . . . . . . p. 15
INSURANCE COMPANY: _

�Deduct�ble net addition to reserve�; de�nition; what basis of
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INsURANCE CoM1>_ANY��Continued. A &#39;~ � ARTICLE.
Income, how shown . . . . . . . . . . . . . . . . . . ._ . . . . . . . . . .» . . . . . . . . . p. 9
Life-

Shall not be required to pay license, etc., to municipality,
etc. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  . . . . . .. p. 12

Losses��� 
     
     Actually sustained . . . . . . . . . . .� . . . . . . . . . . . . . . . . . .&#39; . . . . . . . pp. 9, 10

Deduction for what . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .. 76
Net addition to reserve . . . . . . . . . . . . . . . . . . , . . . . . . . . . . . . . . . . . p. 10
Net addition to reserve funds, authorized deduction . . . . . . . .. , p.11
Reserve� , . _

De�nition . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .. , 99a
To meet losses, how treated . . . . . . . . . . . . . . . . . . . . . . . . . . . . 98

Special excise law, how computed, time . . . . . . . . . . . . . . . . . . .. p. 1-2
Subject to tax . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .. 4, 5

INTEREST: 
     
     Accrued and paid-

To be shown in returns . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .. p. 10_
Maximum of principal on which allowably deducted. . . . . p. 10

Paid by bank, etc., on deposits, etc., allowable deduction... . . 103
Paid by corporation�- .

Deduction of what, when . . . . . . . . . . . . . . . . . . . . . . . . . . . . .. 100
On indebtedness secured by collateral subject to sale,

deductible when, why . . . . . . . . . . . . . . . . . . . . . . . . . . . . .. 100
At different rates, rule for application of deduction of. . . . 102

INVENTORY: &#39; _

Corporation, purpose and use of, kinds of . . . . . . . . . . . . . . . . .. 46d

J.

J OINT STOCK COMPANY! ,
Assessment against, payable . . . . . . . . . .�. . . . . . . . . . . . . . . . . . . .. p.15
Income� A

How ascertained . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . p. 10 �
Losses actually sustained . . . . . . . . . . . . . . . . . . . . . .. . . . . . . . . . . . . p. 10
Net income from all sources, tax on . . . . . . . . . . . . . . . . . . . . . . .. p. 7
Net income accrued, etc., tax computed on . . . . . . . . . . . . . . . . .. p. 12

� Notice to be given of assessments . . . . . . . . . . . . . . . . . . . . . . . . .. p. 13
Return� , &#39;

False, penalty for . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .. p. 16
Net income to be shown on . . . . . . . . . . . . . . . . . . . . . . . . .. p. 10
Required to make . . . . . . . . . . . . . . . . .  . . . . . . . . . . . . . . . . .. p. 7
When to make . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .. p. 8

L.

LABOR ORGANIzATIoNs:
Exempt . . . . . . . . . . . . . . . . .. . . . . . . . . . . . . . . . . . . . . . .  . . . . . . .. p. 7
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LIFE INSURANCE COMPANY:
Authorized to deduct premiums paid back or credited to pol-

icy holder or treated as abatement of his premium... ..
Gross income, de�nition . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .

LoCAL BENEFITS oR IMPROVEMENTS:
Assessments of not deductible . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .

LODGES, ETC.:
Exempt from tax . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .&#39; . . . . . . . . . . . .

Loss: 
     
     Corporation� 
     
     Deductible, de�ned . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . ..

From sale Capital assets, how ascertained . . . . . . . . . . . . . . .
From sale securities below par, how treated... . . . . . . . . .
Insurance company, deduction for, what . . . . . . . . . . . . . . . .
Removal of building not deductible, why . . . . . . . . . . . . . . . .
Reserve for, not deductible . . . . . . . . . . . . . . . . . . . . . . . . . . . . . \

LOSSES: 
     
     Sustained during year�

To be shown in returns . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .
Authorized deduction I I O I O &#39; I I I O O C I O O I I I O I I O O I I I O I O O I I O I

MANUFACTURING CCMPANY; .
Gross income, de�nition . . . . . . . . . . . . . . . . ._ . . . . . . . . . . . . . . . . . .

MATERIALS AND SUPPLIES oN HAND:
Deduction by corporation on account of, What . . . . . . . . . . . . . . .

MERCANTILE CoRPoRATIoN:
Gross. income, de�nition . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . ..

MINE: 
     
     Authorized deduction on account of depletion not to exceed

5% of gross value ofzoutput at . . . . . . . . . . . . . . . . . . . . . . . . .
Gross value at, de�nition . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . ..
Depreciation . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .
Deduction for depreciation (in addition to the deduction for

depletion of mine), what and basis of. . . .7 . . . . . . . . . . . . ..
Operated on royalty basis, corporation, deduction for deple-

ARTICLE.

p. 11 
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NET INcoME: , ~ ARTICLE.

Arising from business transacted and capital invested, tax
assessed on . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .. p. 12

Accrued within the year, etc . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .. p. 12
_ Entire, tax upon . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .. p. 7

From sale of capital assets, how determined . . . . . . . . . . . . . . .. 46a
How ascertained . . . . . . . . . . . . . . . . . . . . . . . . . .V . . . . . . . . . . . . . . . . p. 10
Should be What . . . . . . . . . . .; . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .. 36, 54
Tax equivalent to 1/2 of 1% on, required . . . . . . . . . . . . . . . . . . . . p. 7
To be shown in returns . . . . . . . . . . . . . . . . . . . . . -. ... .  . . ._ . . . . . . p. 10
When inuring to private stockholder or individual, corpora-

tions not exempt . . . . . . . . . . . . . . . . . . ._. . . . . . . . . . . . . . . . . .. p. 8

O.
ORSOLESCENCE :

Of patents, deduction for, how determined . . . . . . . . . . . . . . . . . 88
OIL OR GAS TERRITORY LEASED:

Basis of deduction for depletion of . . . . . . . . . . . . . . . . . . . . .. 95
OIL oR GAS WELLS AND MINES: &#39;

Operated on royalty basis, deduction for depletion of depos-
its not allowed operating corporation. . .&#39; . . . . . . . . . . . .. 96

ORDERS, FRATERNAL, ETC.:
Exempt from tax . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .. p. 8

ORDINARY AND NECESSARY EXPENSES:
To be shown in return . . . . . . . . . . . . . . . . . . . . . . . . . . . .&#39;. . . . . . . p. 9
authorized deduction . . . . . . . . . . . . . . . . . . . . . . . .� . . . . . . .  . . . p. 1.0

ORGANIZATIONS : ,
Exempt from tax, when . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .. pp. 7, 8
Civic, exemptions . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .. O p. 8

VI P,
PAID-UP CAPITAL STOCK: ,

To be shown in _return . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .. p. 9
De�nition of . ._ . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .. 42

_ PATENTS: 6

Deduction for�
Depreciation, What, and how determined . . . . . . . . . . . . . . . . . .. 87
Obsolescence, What, how determined . . . . . . . . . . . . . . . . . . . . .. 88

PENALTY: 
     
     � For divulging�

Information on return, what . . . . . . . . . . . . . . . . . . . . . . . . .. p. 16

PENsIoNs: 
     
     Or payments on account of injuries to employees of corpora-

tions, deductible expense . . . . . . . . . . . . .&#39; . . . . . . . . . . . . . . . . 68
PLANT: a

Corporation, deduction for depreciation (in addition to the
deduction for depletion of mine), What and basis of. . . . . 94a



62 INDEX-.

POLICY AND ANNUITY CONTRACTS! ARTICLE.
Dividends paid on to be shown . . . .  . . . . . . . . . . . . . . . . . . . .. p.10
Sums other than dividends paid on, authorized deduction. . p.11

RATE: &#39;

Deduction for depletion of mines, etc., regulation and limit
of - . . . . . . . . . . . . . . . . .- . . . . . . . . . . . . . . . . . . . . . . . .&#39; . . . . . . . . . . . 94

RELIGIOUS CORPORATION oR ASSOCIATIONS: ,
Exempt from tax . . . . . . . . . . . . . . . . .6 . . . . . . . . . . . . . . . . . . . . . . . . � p. 8

REMOVAL OF BUILDINGS:
Not deductible loss, corporation, why . . . . . . . . . . . . . . . . . . . . .. . 74

RENT: �

Corporation, cost ofbuildings on leased ground �deductible,
when . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .. _ 58

RENTALS, ETc.: A - _
To be shown in return, separately . . . . . . . . . . . . . . . . . . . . _. . . . p. 9
authorized deductions . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . p. 10

REPAIRS:
Deduction, when . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . ..- . . . . . . . 59

RESERVE: A &#39;

Assessment insurance company, de�nition . . . . . . . . . . . . . .. 99d
For depreciation-
Diversion of, correction . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .. 81
Use of, disposition of excess of . . . . . . . . . . . . . . . . . . . . . . .  80
For insurance of corporate property not deductible . .  . . . . 71
For, losses not deductible. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .. 73
For taxes of corporation not deductible . . . . . . . . . . . . . . . . . . 106
Insurance company, deductible net addition to, de�nition,

what basis computation . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 99a
To meet loss, insurance company, how treated . . . . . . . . . .. 90

RETURNS: �

Blanks for, furnished corporations by state tax commissioner p. 12
Corporation� A

Every, not speci�cally exempt, to make . . . . . . . . . . . . . . . . . _p. 7
Going into liquidation to make �nal; �led When. . . . .&#39; . . . 23 .
Not receiving blank for, should make application for, to
whom, When . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .. 34
To make complete or not accepted . . . . . . . . . . . . . . . . . .. 34
When income paid by lessee direct to Stockholders, must 9 A
nevertheless make . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  19

Copy of, unlawful to exhibit . . . . . . . . . . . . . . .  . . . . . . . . . . .. p.16

Divulging�
Unlawfully, information on, penalty . . . . . . . . . . . . . . . . . . . p. 16

Due doate on Sunday or legal holiday, effect of . . . . . . . . . . . 32
Evidence by Which to verify, What . . . . . . . . . . . . . . . . . . . . . . . .. 36
Failure of corporation to receive blank for, not excused from

making return . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 34
False or fraudulent- _

Penalty . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . ; . . . . . . . . . . . . p. 16
How to be veri�ed . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . p. 8
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RETURNs�COntinued. � ARTICLE..
In ca.se �scal year established, another return due. . . . . . . . . . . p. 9
L-ast due date de�ned . . . . . . . . . . . .  . . . . . . . . . . . . . . . . . . . . .. 31
Leasedcorporations make their O-Wn . . . . . . . . . . . . . . . . . . . . . . . 43

- Lessee corporation assuming deb-ts o-f lessor to include in
lessee return all receipts of lessor . . . . . . . . . . . . . . . . . . . . .. 101

Lessee corporation not to include in its own statement of
indebtedness that of lessor except when said indebtedness
is assumed by lessee . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 43

Made and properly mailed in time . . . . . . . . . .  . . . .. . . . . . . . . . . 30
Made on basis of �scal year but not so designated, not accepted,

and must be made for calendar year . . . . . . . . . . . . . . . . . . . . 29
Failure or neglect to make, as to. .� . . . . . . . . . . . . . . . . . . . . . . .. p. 14
Person or o�icer of corp«o1&#39;-ati-on required to make, making

false or fraudulent with intent to defeat or evade; penalty p. 16
Rentals to be stated separately . . .; . . . . . . . . . . .. . . . . . . . . . . . . p. 9
Requisite of bookkeeping for verifying . . . . . . . . . . . . . . . . . . . . &#39; 35
To whom delivered . . . . . . . . . . . . . . . . . . . . . . . .  . . . . . . . . . . . .. p. 8
To collector of internal revenue-�

Copy or duplicate of, may be furnished . . . . . . . . . . . . . . . . .&#39; 3
Certain corporations shall supplement same . . . . . . . . . . . . ..
Return so made shall be accepted as conclusive, except. .

Unlawful to divulge or exhibit information from, etc . . . . . . . .
Unlawfully permitting to be seen or examined, penalty... .
Unlawfully printing or publishing return, etc, penalty . . . . ..
When to be made; to- whom to be delivered . . . . . . . . . .2 . . . . .

ROYALTY BAsIs: _ I .
Mines, Oil or gas Wells, operated On, deduction for depletion

of deposits not allowed operating corporation . . . . . . . . . .
SALE OF CAPITAL AssETs: S. I

Corporation- 
     
     Income from, how determined . . . . . . . . . . . . . . . . . . . . . . ..

Loss from, how ascertained . . . . . . . . . . . . . . . . . . . . . . . . . . ..
Pro�t orl-oss on . . . . . . . . . . . .  . . . . . . . . . . . . . .

SALESMEN: &#39;

Commission to, paid in ctock, deductible expense when . . . . ..
SCIENTIFIC CORPORATION OR AssoCIATION: &#39;

Exempt . . . . . . _ . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .

SECURITIES: 
     
     Income from; sale of; below par; loss . . . . . . . . . . . . . . . . . . ..
SHRINKAGE: �

In book value capital assets, how treated . . . . . . . . . . . . . . . . . ..
In property value insurance company, depreciation loss by,

what and when deductible . ., . . . . . . . . . . . . . . . . . . . . . . . . . .
SPECIAL EXCISE TAX, CORPORATIONS REQUIRED TO PAY . . . . . . . . . . . . .

STATE TAX COMMISSIONER:
Return to be delivered to . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .

&#39;§3&#39;.°*F"F3&#39;F".d&#39;.U 
     
     I-It-tr�t»-tr�m-4 
     
     ooczo-aczcoca
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STATE TAX CoMMIssIoNER4�Continued. � ARTICLE.
May examine books, etc., when compan-y fails or refuses to

make return . . . . . . . . .. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . p. 14
May obtain testimony, etc . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .. p. 14
Custodian of all returns . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .. p. 16
To follow and adopt rules promulgated by Com.of Internal

Revenue and constructions by courts of the&#39;United States
of Act. Oct. 3, 1913, in determining proper items of in-
come and deduction . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .. p.&#39;17

STocK: &#39;

Paid-up capital, de�nition . . . . . . . . . . . . . . . . . . . . . . . . . . . H. . . .  . 42
SUNDAY OR LEGAL HOLIDAY . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 32
SUPREME COURT: _

May prescribe manner in and condition upon which any re-
turn may be -made public, etc . . . . . . . . . . . . . .  . . . . . . . . . . . . p. 16

TAX: T.
Ascertainment of, �nal and conclusive, unless corporations

apply to board of public Works for hearing and cor-
rection . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . p. 14

Computation . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  . . . . . .  . . . . p. 12
Corporation to pay, when . . . . . . . . . . . . . . . . . . . . ... . . . . . . . . . . . p. 15
Corporations exempt .1 . . . . . . . . .  . . . . . . . . . . . . . . . . . . . . . . . .p. 7, art. 7
On entire net income . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .. p. 7
Evidence of payment of, by corporation for deduction purposes 54 �
For what privilege . . . . . . . . . . . . . .  . . . . . . . . . . . . . . . . . . . . . . .. p. 7
Fraternal societies, exempt . .. . . . . . . . . . . . . . . . . .� . _ . . . . . .  . . .  8
Agricultural, horticultural, and labor organizations, certain

mutual savings banks, exempt . . . . . . . . . . . . . . . . . . . . . . . .. p. 7
Paid by corporation, when not deductible . . . . . . . . . . . . . . . . . . . . 105
Certi�cates of payment to be given by state tax commis-

sioner . . . . . . . . . . . .&#39; . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . p. 15 A
Special excise, a tax in addition to all license or other like

taxes . . . . . . . . . . . . . ., . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . p. 15
TAxEs: 9

Paid by corporation constitute deduction . . . . . . . . . . . . .;. . ._&#39;. . . 104
Reserve for, by corporation not deductible . . . . . .  . . . . .. 106
Paid�� » &#39;

,  "To be shown in returns . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .. p. 10
TIM-BER LAND:

Deduction for depreciation-
Account removal of timber . . . . . . . . . . . . . . . . . . . . . . . . . .. 91
Limit of, excess of, is income . . . . . . . . . . . . . . . . .  92

TIME: �

No extension of authorized for making and �ling return. . .. � 28
TRUST COMPANIES! .

Interest paid on deposits to be shown in returns . . . . . . . .  p. 10
UNEARNED INCREMENT: S _

Not value for depreciation purposes . . . . . . . . . . . . . . . . . ..  . 97

VALUE: 
     
     _Book, capital assets, shrinkage in  . . . . .  . . . . . . . . . . . . . . . . 82

Gross at the mine, de�nition . . . . . . . . . . . . . . . . . . . . . . . . . . .. 94


