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the conduct of a trade or business within the United States, there shall be
allowed as a deduction in the case of a corporation—
(1) An amount equal to the percent (specified in section 243
for the taxable year) of the dividends received out of its earnings
and profits specified in paragraph (2) of the first sentence of sec-
tion 316(a), but such-amount shall not exceed an amount which
bears the same ratio to such percent of such dividends received
out of such earnings and profits as the gross income of such foreign
corporation for the taxable year [from sources within the United
States] which is effectively connected with the conduct of a trade or
business within the United States bears to its gross income from all
sources for such taxable year, and
(2) An amount equal to the percent (specified in section 243
for the taxable year) of the dividends received out of that part
of its earnings and profits specified in paragraph (1) of the first
sentence of section 316(a) accumulated after the beginning of
such uninterrupted period, but such amount shall not exceed an
amount which bears the same ratio to such percent of such divi-
dends received out of such accumulated earnings and profits as
the gross income of such foreign corporation [from sources
within the United States], which is effectively connected with the
conduct of a trade or business within the United States, for the por-
tion of such uninterrupted period ending at the beginning of such
taxable year bears to its gross income from all sources for such
portion of such uninterrupted perlod
For purposes of this subsection, the gross income of the foreign corpomtwn
for any period before the first taxable year beginning after December 31,
1965, which is effectively connected with the conduct of a trade or business
within the United States is an amount equal to the gross income for such
period from sources within the United States.

* * * * * * *

Subchapter F—Exempt Organizations

% * * * * *x *

PART II—TAXATION OF BUSINESS INCOME OF CERTAIN
EXEMPT ORGANIZATIONS '
* ) * * % * * *
SEC. 512. UNRELATED BUSINESS TAXABLE INCOME.

(a) DEFiNITION.—The term ‘‘unrelated business taxable income”
means the gross income derived by any organization from any unre-
lated trade or business (as defined in section 513) regularly carried
on by it, less the deductions allowed by this chapter which are directly
connected with the carrying on of such trade or business, both com-
puted with the exceptions, additions, and limitations provided in sub-
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