FOREIGN INVESTORS TAX ACT OF 1965

-(2) DivipEnps.—The amount received as dividends—

(A) from a domestic corporation other than a corporation
entitled to the benefits of section 931, and other than a
corporation less than 20 percent of whose gross income is

- shown to the satisfaction of the Secietary or his delegate to
have been derived from sources within the United States,
as determined under the provisions of this part, for the 3-year
period ending with the close of the taxable year of such
corporation preceding the declaration of such dividends (or
for such part of such period as the corporation has been in
existence), or ,

(B) from a foreign corporation unless less than [50] 80
percent of the gross income of such foreign corporation for
the 3-year period ending with the close of its taxable year
preceding the declaration of such dividends (or for such part
of such period as the corporation has been in existence) was
[derived from sources] effectively connected with the conduct
of a trade or business within the United States [as deter-
mined under the provisions of this part]; but only in an
amount which bears the same ratio to such dividends as the
gross income of the corporation for such period -[derived
from sources] which is effectively connected with the conduct of
a trade or business within the United States bears to its gross
income from all sources; but dividends from a foreign corpora-
tion shall, for purposes of subpart A of part III (relating to
foreign tax credit), be treated as income from sources
without the United States to the extent (and only to the
extent) exceeding the amount which is 100/85ths of the
amount of the deduction allowable under section 245 in
respect of such dividends, or

(C) from a foreign corporation to the extent that such
amount is required by section 243(d) (relating to certain
dividends from foreign corporations) to be treated as divi-
dends from a domestic corporation which is subject to taxa-
tion under this chapter, and to such extent subparagraph (B)
shall not apply to such amount.

For purposes of subparagraph (B), the gross income of the foreign
corporation 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 Unaited States is an amount
equal to the gross income for such period from sources within the
United States.

(3) PersonaL sErvicES.—Compensation for labor or personal

services performed in the United States; except that compensation
for labor or services performed in the United States shall not be
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