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(B) the applicable percentage of the ad-
justed taxable income for the deferral period
of the taxable year.

(2) Applicable percentage

The term ‘‘applicable percentage’ means the
percentage (not in excess of 95 percent) deter-
mined by dividing—

(A) the applicable amounts paid or in-
curred during the 3 taxable years imme-
diately preceding the taxable year, by

(B) the adjusted taxable income of such
corporation for such 3 taxable years.

(d) Maximum deductible amount

For purposes of this section, the term ‘‘maxi-
mum deductible amount’” means the sum of—
(1) the applicable amounts paid during the
deferral period, plus
(2) an amount equal to the product of—

(A) the amount determined under para-
graph (1), divided by the number of months
in the deferral period, multiplied by

(B) the number of months in the nondefer-
ral period.

(e) Disallowance of net operating loss carrybacks

No net operating loss carryback shall be al-
lowed to (or from) any taxable year of a personal
service corporation to which an election under
section 444 applies.

(f) Other definitions and special rules

For purposes of this section—

(1) Applicable amount

The term ‘‘applicable amount’” means any
amount paid to an employee-owner which is
includible in the gross income of such em-
ployee, other than—

(A) any gain from the sale or exchange of
property between the owner-employee and
the corporation, or

(B) any dividend paid by the corporation.

(2) Employee-owner

The term ‘‘employee-owner’ has the mean-
ing given such term by section 269A(b)(2) (as
modified by section 441(i)(2)).

(3) Nondeferral and deferral periods

(A) Deferral period

The term ‘‘deferral period” has the mean-
ing given to such term by section 444(b)(4).
(B) Nondeferral period

The term ‘‘nondeferral period’’ means the
portion of the taxable year of the personal
service corporation which occurs after the
portion of such year constituting the defer-
ral period.

(4) Adjusted taxable income

The term ‘“‘adjusted taxable income’ means
taxable income determined without regard
to—

(A) any amount paid to an employee-owner
which is includible in the gross income of
such employee-owner, and

(B) any net operating loss carryover to the
extent such carryover is attributable to
amounts described in subparagraph (A).

(5) Personal service corporation

The term ‘‘personal service corporation’ has
the meaning given to such term by section
441(1)(2).
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(Added Pub. L. 100-203, title X, §10206(c)(1), Dec.
22, 1987, 101 Stat. 1330-401; amended Pub. L.
100-647, title II, §2004(e)(2)(B), (3), (14)(A), (C),
Nov. 10, 1988, 102 Stat. 3600, 3602.)

AMENDMENTS

1988—Subsecs. (c)(1)(A)@), (A)(D).
§2004(e)(14)(C), substituted ‘‘amounts
“amounts paid or incurred”’.

Subsec. (f)(2). Pub. L. 100-647, §2004(e)(3), substituted
‘‘section 269A(b)(2) (as modified by section 441(i)(2))” for
‘“‘section 296A(b)(2).

Subsec. (£)(4). Pub. L. 100-647, §2004(e)(14)(A), amended
par. (4) generally. Prior to amendment, par. (4) read as
follows: ‘““The term ‘adjusted taxable income’ means
taxable income increased by any amount paid or in-
curred to an employee-owner which was includible in
the gross income of such employee-owner.’’

Subsec. (£)(5). Pub. L. 100-647, §2004(e)(2)(B), added
par. (5).

Pub. L. 100-647,
paid” for

EFFECTIVE DATE OF 1988 AMENDMENT
Amendment by Pub. L. 100-647 effective, except as
otherwise provided, as if included in the provisions of
the Revenue Act of 1987, Pub. L. 100-203, title X, to
which such amendment relates, see section 2004(u) of
Pub. L. 100-647, set out as a note under section 56 of
this title.

EFFECTIVE DATE

Section applicable to taxable years beginning after
Dec. 31, 1986, see section 10206(d)(1) of Pub. L. 100-203,
set out as a note under section 444 of this title.
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1962—Pub. L. 87-870, §1(a), Oct. 23, 1962, 76 Stat. 1158,
added part X and item 281.

§281. Terminal railroad corporations and their
shareholders

(a) Computation of taxable income of terminal
railroad corporations

(1) In general

In computing the taxable income of a termi-
nal railroad corporation—
(A) such corporation shall not be consid-
ered to have received or accrued—

(i) the portion of any liability of any
railroad corporation, with respect to relat-
ed terminal services provided by such cor-
poration, which is discharged by crediting
such liability with an amount of related
terminal income, or

(ii) the portion of any charge which
would be made by such corporation for re-
lated terminal services provided by it, but
which is not made as a result of taking re-
lated terminal income into account in
computing such charge; and

(B) no deduction otherwise allowable
under this chapter shall be disallowed as a
result of any discharge of liability described
in subparagraph (A)(i) or as a result of any
computation of charges in the manner de-
scribed in subparagraph (A)(ii).

(2) Limitation
In the case of any taxable year ending after
the date of the enactment of this section,
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