ot
10 SELF-EMPLOYED PENSION PLANS

tion 404(a)(10))] with respect to contributions made by the
employer on behalf of such owner-employee under the plan, and
(C) the amount of such contribution does not exceed the
average of the amounts which were deductible under section
404 [(determined without regard to section 404(a)(10))], with
respect to contributions made by the employer on behalf of such
owner-employee under the plan (or which would have been de-
ductible under such section if such section had been in effect) for
the first 3 taxable years (i) preceding the year in which the last
such annuity, endowment, or life insurance contract was issued
under the plan and (ii) in which such owner-employee derived
earned income from the trade or business with respect to which
the plan is established, or for so many of such taxable years as
such owner-employee was engaged in such trade or business and
derived earned income therefrom.
In the case of any individual on whose behalf contributions described
in subparagraph (A) are made under more than one plan as an owner-
employee during any taxable year, the preceding sentence shall not
apply if the amount of such contributions under all such plans for
such taxable year exceeds $2,500. Any contribution which is not
considered to be an excess contribution by reason of the application
of this paragraph shall, for purposes of subparagraphs (B)(ii), (iii),
and (iv) of paragraph (1), be taken into account as a contribution
made by such owner-employee as an employee to the extent that the
amount of such contribution is not deductible under section 404
[(determined without regard to section 404(a)(10))] for the taxable
year, but only for the purpose of applying such subparagraphs to
other contributions made by such owner-employee as an employee.
* * * * * * *

SEC. 404. DEDUCTION FOR CONTRIBUTIONS OF AN EMPLOYER
TO AN EMPLOYEES’ TRUST OR ANNUITY PLAN AND
COMPENSATION UNDER A DEFERRED-PAYMENT PLAN.

(a) GENERAL RuLE—If contributions are paid by an employer to
or under a stock bonus, pension, profit-sharing, or annuity plan, or if
compensation is paid or accrued on account of any employee under
a plan deferring the receipt of such compensation, such contributions
or compensation shall not be deductible under section 162 (relating
to trade or business expenses) or section 212 (relating to expenses for
the production of income); but, if they satisfy the conditions of
either of such sections, they shall be deductible under this section,
subject, however, to the following limitations as to the amounts
deductible in any year:

* % * * * E ] *

[(10) SPECIAL LIMITATION ON AMOUNT ALLOWED AS DEDUCTION
FOR SELF-EMPLOYED INDIVIDUALS.—Notwithstanding any other pro-
vision of this section, the amount allowable as a deduction under
paragraphs (1), (2), (3), and (7) in any taxable year with respect to
contributions made on behalf of an individual who is an employee
. within the meaning of section 401(c)(1) shall be an amount equal to
one-half of the contributions made on behalf of such individual in
such taxable year which are deductible under such paragraphs (deter-
mined with the application of paragraph (9) and of subsection (e) but
without regard to this paragraph). For purposes of section 401, the
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