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countries during at least 510 full days in such period, amounts -
receievd from sources without the United States §except amounts
paid by the United States or any agency thereof) which consti-
tute earned income attributable to services performed during such
18-month period. The amount excluded under this paragraph for
any taxable year shall be computed by applying the special rules
contained in subsection (c). '
An individual shall not be allowed, as a deduction from his gross in-
come, any deductions (other than those allowed by section 151, relat-
ing to personal exemptions) properly allocable to or chargeable against
~ amounts excluded from gross income under this subsection.

b) Derintrion oF Earnep Income.—For purposes of this section,
the term “earned income” means wages, salaries, or professional fees,
and other amounts received as compensation for personal services
actually rendered, but does not include that part of the compensation
derived by the taxpayer for personal services rendered by him to a
corporation which represents a distribution of earnings or profits
rather than a reasonable allowance as compensation for the personal
services actually rendered. In the case of a taxpayer engaged in a
trade or business in which both personal services and capital are mate-
rial income-producing factors, under regulations prescribed by the
Secretary or his delegate, a reasonable allowance as compensation for
the personal services rendered by the taxpayer, not in excess of 30
percent of his share of the net profits of such trade or business, shall
be considered as earned income. , L

* * * * * * *

{

(d) Cross REFERENCE.—

(1) For administrative and penal provisions relating to the exclusion
provided for in this section, see sections 6001, 6011, 6012(c), and the other
provisions of subtitle F. o : h

(2) For elections as to treatment of income subject to foreign com-

munity property laws, see section 981.
*® * * * * * *

Subpart D—Possessions of the United States

v Sec. 931. Ingome from sources within possessions of the United
¢ tates. o

Sec. 932. Citizens of possessions of the United States.

Sec. 933. Income from sources within Puerto Rico. -

Sec. 934. Limitation on reduction in income tax liability incurred to

. the Virgin Islands. . '
SEC. 931. INCOME FROM SOURCES WITHIN POSSESSIONS OF THE

UNITED STATES. ' '

(a) GenerarL Rure.—In the case of citizens of the United States or
domestic corporations, gross income means only gross income from
sources within the United States if the conditions of both paragraph
(1) and paragraph (2) aresatisfied :

THREE-YEAR PERIOD.—If 80 percent or more of the gross
income of such citizen or domestic corporation (computed without
the benefit of this section) for the 3-year period immediately pre-
ceding the close of the taxable year (or for such part of such period
immediately preceding the close of such taxable year as may be
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