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applicable) was derived from sources within a possession of the
United States; and

(2) TraDE OR BUSINESS.—If—

(A) in the case of such corporation, 50 percent or more of
its gross income (computed without the benefit of this sec-

* tion) for such period or such part thereof was derived from

the active conduct of a trade or business within a possession
of the United States; or

(B) in the case of such citizen, 50 percent or more of his
gross income (computed without the benefit of this section)
for such period or such part thereof was derived from the
active conduct of a trade or business within a possession
of the United States either on his own account or as an

-employee or agent of another. .
(b) Amounts Receivep in Unirep STATES.—Notwithstanding sub-
section (a), there shall be included in gross income all amounts re-
ceived by such citizens or corporations within the United States,
whether derived from sources within or without the United States.
(¢) Derinrrion.—For purposes of this section, the term “possession
of the United States” does not include the Virgin Islands of the United
States, and such term when used with respect to citizens of the United
States does not include Puerto Rico. . "
[(d) Debpucrions.—
[(1) Citizens of the United States entitled to the benefits of
this section shall have the same deductions as are allowed by
section 873 in the case of a nonresident alien individual engaged
in trade or business within the United States.
[(2) Domestic corporations entitled to the benefits of this
section shall have the same deductions as are allowed by section
882 (c) in the case of a foreign corporation engaged in trade or
business within the United States.]
(d) Depucrions.—
(1) GexERAL RULE.—FExcept as otherwise provided in this sub-
~ section and subsection (e), in the case of persons entitled to the
benefits of this section the deductions shall be allowed only if and
to the extent that they are connected with income from sources
within the United States; and the proper apportionment and al-
location of the deductions with respect to sources of income within

- and without the United States shall be determined as provided in
part I, under regulations prescribed by the Secretary or his
delegate. 4

(2) Exceprions.—The following deductions shall be allowed
whether or not they are connected with income from sources within
the United States:

(4) The deduction, for losses not connected with the trade
or business if incurred in transactions entered into for profit,
allowed by section 165(c) (2), but only if the profit, if such
transaction had resulted in a profit, would be taxable under
this subtitle. :

(B) The deduction, for losses of property mot connected
with the trade or business if arising from certain casualties or
theft, allowed by section 165(c) (3), but only if the loss is of
property within the United States. ,
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