‘() DEFINITIONS AND SPECIAL RULES—For
purposes of this section—

‘“(1) Depuctions.—Deductions shall be
treated in a manner consistent with the man-
ner provided by this section for the income
to which they relate.

‘“(2) OPEN YEARS.—A taxable year of a citi-
zen of the United States and his spouse shall
be treated as ‘open’ if the period for asses-
sing a deficiency against such citizen for such
year has not expired before the date of the
election under subsection (a) or (c), as the
case may be.

“(3) ELECTIONS IN CASE OF DECEDENTS.—If
a husband or wife is deceased his election
under this section may be made by his execu-
tor, administrator, or other person charged
with his property. .

‘“(4) DEATH OF SPOUSE DURING TAXABLE
YEAR.—In applying subsection (a)(1)(C),
and in determining under subsection (c) (2)
which spouse has the greater income for a
taxable year, if a husband or wife dies the
taxable year of the surviving spouse shall be
treated as ending on the date of such death.”

(2) The table of subparts for such part III
is amended by adding at the end thereof the
following:

“Subpeart H. Income of certain nonresident
United States citizens subject to foreign
community property laws.”

(8) Section 911(d) (relating to earned in-
come from sources without the TUnited
States) is amended—

(A) by striking out “For administrative”
and inserting in lieu thereof the following:
‘(1) For administrative”; and

(B) by adding at the end thereof the fol-
lowing:

“{2) For elections as to treatment of in-
come subject to foreign community property
laws, see section 981.”

(f) PRESUMPTIVE DATE OF PAYMENT FOR
Tax WITHHELD UNDER CHAPTER 3.—

(1) Section 6513(b) (relating to time tax
is considered paid in the case of prepaid in-
come tax) is amended to read as follows:

“(b) PREPAID INCOME Tax.—For purposes
of section 6511 or 6512—

“(1) Any tax actually deducted and with-
held at the source during any calendar year
under chapter 24 shall, in respect of the re-

.cipient of the income, be deemed to have
been paid by him on the 15th day of the
fourth month following the close of his
taxable year with respect to which such
tax Is allowable as a credit under section 31.

“(2) Any amount paid as estimated in-
come tax for any taxable year shall be deemed
to have been paid on the last day prescribed
‘for filing the return under section 6012 for
such taxable year (determined without
regard to any extension of time for filing such
return).

*(3) Any tax withheld at the source under
chapter 3 shall, in respect of the receipient
of the income, be deemed to have been paid
by such receipient on the last day pre-
scribed for filing the return under section
6012 for the taxable year (determined with-
out regard to any extension of time for
filing) with respect to which such tax is al-
lowable as a credit under section 1452. For
this purpose, any exemption granted under
section 6012 from the requirement of filing
a return shall be disregarded.”

. (Z2) Section 6513(¢c) (relating to return and
payment of Social Security taxes and income
tax withholding) is amended—

(A) by striking out “chapter 21 or 24” and

ingerting in lieu thereof “chapter 8, 21, or
24”; and .

(B) by striking out “remuneration” in
paragraph (2) and inserting in lieu thereof
“‘remuneration or other amount”.

(3) Section 6501(b) (relating to time re-
turns deemed filed). is amended—

(A) by striking out ‘“chapter 21 or 24” in
paragraphs (1) and (2) and inserting.in lieu
thereof ‘‘chapter 3, 21, or 24”; and

(B) by inserting after “taxes” in the head-
ing of paragraph (2) “and tax imposed by
chapter 3.

(4) The amendments made by this sub-
section shall take effect on the date of the
enactment of this Act.

SEC. 106. FOREIGN TaAx CREDIT.

(&) ALLOWANCE OF CREDIT TO CERTAIN NON-
RESIDENT ALIENS AND FOREIGN CORPORATIONS.—

(1) Subpart A of part III of subchapter N
of chapter 1 (relating to foreign tax credit)
is amended by adding at the end thereof the
following new section:

‘‘SEC. 906. NONRESIDENT ALIEN INDIVIDUALS AND
FOREIGN CORPORATIONS.

“(a) ALLOWANCE OF CREDIT.—A nonresi-
dent alien individual or a foreign corporation
engaged in trade or business within the
United States during the taxable year shall
be allowed a credit under section 901 for the
amount of any income, war profits, and excess
profits taxes paid or accrued during the tax-
able year (or deemed, under section 902, paid
or accrued during-the taxable year) to any
foreign country or possession of the United
States with respect to income effectively con-
nected with the conduct of a trade or busi-
ness within the United States.

“(b) SPECIAL RULES.— .

‘(1) For purposes of subsection (a) and
for purposes of determining the deductions
allowable under sections 873(a) and 882(c),
in determining the amount of any tax paid
or accrued to any foreign country or posses-
sion there shall not be taken into account
any amount of tax to the extent the tax so
paid or accrued is imposed with respect to
income from sources within the United States
which would not be taxed by such foreign
country or possession but for the fact that—

“(A) in the case of a nonresident alien
individual, such individual is a citizen or
resident of such foreign country or posses-
sion, or

“(B) in the case of a foreign corporation,
such corporation was created or organized
under the law of such foreign country or
possession or is domiciled for tax purposes
in such country or possession.

“(2) For purposes of subsection (a), in
applying section 904 the taxpayer’s taxable
income shall be treated as consisting only of
the taxable income effectively connected with
the taxpayer’s conduct of a trade or business
within the United States.

“(3) The credit allowed pursuar.t to sub-
section (a) shall not be allowed against any
tax imposed by section 871(a) (relating to
income of nonresident alien individuals not
connected with United States business) or
881 (relating to income of foreign corpora-
tions not connected with United States busi-
ness).

‘“(4) For purposes of sections 902(a) and
78, a foreign corporation choosing the bene-
fits of this subpart which receives dividends
shall, with respect to such dividends, be
treated as a domestic corporation.”

(2) The table of sections for such subpart
A is amended by adding at the end thereof
the following:
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