REMOVE TAX BARRIERS TO FOREIGN INVESTMENT IN TU.S. 7

provided in section 11 on that portion of its taxable income from sources
within the United States which is business income, and the amount of tax
under this paragraph shall be determined without taking into account any
income which is not business income. ’ .

“(2) NONBUSINESS INCOME—30 PERCENT TAX.—There is hereby imposed
for each taxable year, in lieu of the taxes imposed by section 11, on the
amount received by every foreign corporation engaged in trade or business
within the United States, from sources within the United States, as non-
business income, a tax of 30 percent of such amount.

‘(3) BusiNEss INCOME DEFINED.—In the case of a foreign corporation
business income includes all income derived from sources within the United
States other than the income described in paragraph (4), except that business

" income shall not include gain from the sale or exchange of stock in a corpora-
tion.

““(4) NONBUSINESS INCOME DEFINED.—In the case of a foreign corporation
nonbusiness income shall consist of dividends and amounts described in
section 631 (b) and (¢) which are considered to be gains from the sale or
exchange of capital assets.

“(b) Gross INcoME.—In the case of a foreign corporation, gross income in=
cludes only the gross income from sources within the United States.

‘(¢) ALLowaNCE oF DEbvUcTIONS AND CREDITS.—

‘(1) DEDUCTIONS ALLOWED ONLY IF RETURN FILED.—A foreign corpora-
tion shall receive the benefit of the deductions allowed to it in this subtitle
only by filing or causing to be filed with the Secretary or his delegate a true
true and accurate return of its total income received from all sources in the
United States, in the manner prescribed in subtitle F, including therein all
the information which the Secretary or his delegate may deem necessary
for the calculation of such deductions.

“(2) ALLOCATION OF DEDUCTIONS.—

“(A) GENERAL RULE.—Ezxcept as provided in subparagraph (B), in
the case of a foreign corporation the deductions shall be allowed only if
and to the extent that they are connected with business income from
sources within the United States; and the proper apportionment and
allocation of the deductions with respect to sources within and without
the United States shall be determined as provided in part I, under regu-
lations prescribed by the Secretary or his delegate.

““(B) CHARITABLE CONTRIBUTIONS.—The deduction for charitable con-
tributions and gifts allowed by section 170 shall be allowed whether or
not connected with income from sourcés within the United States.

“(3) ForREIGN TAX CREDIT.—Foreign corporations shall not be allowed the
credits against the tax for taxes of foreign countries and possessions of the
United States allowed by section 901.

“(d) ReTUrRNs oF TAx BY AGENT.—If any foreign corporation has no office or
place of business in the United States but has an agent in the United States, the
return required under section 6012 shall be made by the agent.”

(c) Cross REFERENCEs.—Section 884 (relating to cross references) is amended
to read as follows:

“SEC. 884. CROSS REFERENCES. . .

‘(1) For special provisions relating to unrelated business income of foreign
edu?ational, charitable, and certain other exempt organizations, see section
512(a). ‘

“(2) For special provisions relating to foreign insurance companies, see
subehapter L (sec. 801 and following). _

“(3) For rules applicable in determining whether any foreign corporation
is engaged in trade or business within the United States, see section 871(c).

“(4) For reinstatement of pre-1966 tax provisions in the case of corpora-
tions of certain foreign countries, see section 896. .

“(5) For withholding at source of tax on income of foreign corporations,
see section 1442,

“(6) For exemption from withholding on foreign corporations electing to
treat certain real property income as business income, see section 1441(c) (7).

“(7) For the requirement of making a declaration of estimated tax by
foreign corporations described in paragraph (6), see section 6016(a).”

(d) DecraraTIONS OF ESTIMATED INcOME Tax BY CORPORATIONS.—Subsection
(a) of section 6016 (relating to the requirement of declarations) is amended to
read as follows: :
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