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 (B) Section 809(d)(5) (certain nonparticipating con-
tracts). '

(C)) Section 809(d) (6) (group life, accident, and health
insurance).

(D) Section 809(d) (10) (small business deduction).

(E) Section 817(b) (gain on property held on December
31, 1)958, and certain substituted property acquired after
1958).

(F) Section [832(b) (5)3832(c) (&) (certain capital losses)

(4) Theitems referred toin—

(A) section 809(c) (1) (relating to gross amount of pre-

miums and other considerations),

(B) section 809(c) (2) (relating to net decrease in re-

serves),

(C) section 809(d)(2) (relating to net increase on re-
serves), and :

(D) section 832(b) (4) (relating to premiums earned on
insurance contracts), _

shall be taken into account only to the extent they are in respect
of any reinsurance or the issuing of any insurance or annuity
contract described in subsection (a) (1).

(5) All items of income, expenses, losses, and deductions (other
than those taken into-account under paragraph (4)) shall be
properly allocated or apportioned under regulations prescribed
by the Secretary or his delegate.

* * * . % * * *

" Subpart H—Income of Certain Nonresident United States
Citizens Subject to Foreign Communty Property Laws

Sec. 981. Election as to treatment of income subject to foreign
community property laws.

SEC. 981. ELECTION AS TO TREATMENT OF INCOME SUBJECT TO
FOREIGN COMMUNITY PROPERTY LAWS. .

(@) Generar Rune.—In the case of any tarable year beginning
after December 31, 1966, if—
(1) an individual is (A) a citizen of the United States, (B)
a bona fide resident of a foreign country or countries during the
entire taxable year, and (C) married at the close of the taxable
year to & spouse who is a nonresident alien during the entire tax-
able year, and
(2) such individual and his spouse elect to have subsection (b)
apply to their commumity income under foreign commumity pro-
perty laws, :
then subsection (b)shall apply to such income of such individual and
such spouse for the tarable year and for all subsequent tamable years
for which the requirements of paragraph (1) are met, unless the
Secretary or his delegate consents to a termination of the election.
(b) Trearuent oF Communiry Income—For any taxable year
to which an election made under subsection (a) applies, the com-
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