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ings to foreign persons and of using such funds to finance the operationss
in foreign countries of one or more related foreign corporations, and
“(B) a foreign corporation is, with respect to an overseas operatmns
funding subsidiary, a related foreign corporation if the affiliated group
of which such subsidiary is a member owns 50 percent or more of the
voting stock of such foreign corporation either directly or through owner-
ship of the voting stock of another foreign corporation.”
(3) The amendments made by paragraphs (1) and (2) shall apply to
interest received after December 31, 1965, in taxable years ending after such
date.

SEC. 7. AMENDMENT TO PRESERVE EXISTING LAW ON DEDUCTIONS
UNDER SECTION 931.

(a) DepuctioNs.—Subsection (d) of section 931 (relating to deductions) is
amended to read as follows:
“(d) DEDPUCTIONS.—

“(1) ‘GENERAL RULE.—Except as otherwise provided in this subsection 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 con-
nected with income from sources within the United ‘States; and the proper
apportmnment and allocation 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.

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

“(A) The deductlon, for losses not connected with the trade or busi-
ness 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 not connected with the
trade or business if arising from certain casualties or theft, allowed by
sections 165(c) (3), but only if the loss is of property with the United
States.

“(C) The deduction for charitable contributions and gifts allowed
by section 170.

“(3) DEDUCTION DISALLOWED.—

“For disallowance of standard deduction, see section 142(b)(2).”
(b) ErrFEcTIVE DATE.—The amendment made by this section shall apply with
respect to taxable years beginning after December 31, 1966.

SEC. 8. ESTATES OF NONRESIDENTS NOT CITIZENS.

(2) RATE or Tax.—Subsection (a) of section 2101 (relating to tax imposed
in case of estates of nonresidents not c1t1zens) is amended to read as follows:

“(a) RATE or Tax.—Except as provided in section 2107, a tax computed in
accordance with the following table is hereby imposed on the transfer of the
taxable estate, determined as provided in section 2106, of every decedent non-
resident not a citizen of the United States:

“If the taxable estate is: The tax shall be:

Not over $100,000._____ 5% of the taxable estate.
Over $100,000 but not

over $500,000 . —_._ $5,000, plus 109, of excess over $100,000.
Over $500,000 but not

over $1,000,000_._..___ $45,000, plus 159, of excess over $500,000.
Over $1,000,000 but not :

over $2,000,000__..____ $120,000, plus 209, of excess over $1.000,000.
Over $2,000,000 . ___ $320,000, plus 25% of excess over $2,000,000.”

(b) CrepITS AGAINST Tax.—Section 2102 (relating to credits allowed against
estate tax) is amended to read as follows:

“SEC. 2102. CREDITS AGAINST TAX.

“(a) INn GENERAL.—The tax imposed by section 2101 shall be credited with the
amounts determined in accordance with sections 2011 to 2013, inclusive (relating
to State death taxes, gift tax, and tax on prior transfers) R subJect to the special
limitation provided in subsection (b).

“(b) SPECIAL LIMITATION.—The maximum credit allowed under section 2011
against the tax imposed by section 2101 for State death taxes paid shall be an
amount which bears the same ratio to the credit computed as provided in section
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