portionment and allocation of the deduc-
tions with respect to sources of income with-
in and without the United States shall be
determined as provided in part I, under
regulations prescribed by the Secretary or
his delegate.

“(2) ExcepTions.—The following deduc-
tions shall be allowed whether or not they
are connected with income from sources
within the United States:

“(A) The deduction, for losses not con-
nected with the trade or business if incurred
in transactions entered into for profit, al-
lowed 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 prop-
erty not connected with the trade or busi-
ness 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. :

“(C) The deduction for charitable contri-
butions and gifts allowed by section 170.

‘“(3) DEDUCTION DISALLOWED.—

“For disallowance of standard deduction,
see section 142(b) (2).”

(b) ErffecTIVE DATE.—The amendment
made by this section shall apply with respect
to taxable years beginning after December
31, 1966, )

Sec. 108. ESTATES OF NONRESIDENTS NoT CITI-
ZENS.

(a) RATE oF Tax.—~—Subsection (a) of sec-
tion 2101 (relating to tax imposed in case of
estates of mnonresidents not citizens) is
amended to read as follows:

“(a) RaTE oF 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, deter-
mined as provided in section 2106, of every
decedent nonresident not a citizen of the
United States:

“If the taxable estate
is: The tax shall be:
Not over $100,000___ 5% of the taxable
Over $100,000 but estate.
not over $500,000. $5,000, plus 10% of
Over $500,000 but excess over $100,-

not over $1,000,- 000.
000 oo $45,000, plus 156% of
Over $1,000,000 but excess over $500,-

not over $2,000,- 000.
000 o $120,000, plus 20% of
excess' over $1,000,-

000.
Over $2,000,000_..__ $320,000, plus 25% of
excess over $2,000,-

000.

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

‘““SEC. 2102. CREDITS AGAINST TAX.

“(a) IN GENERAL.—The tax imposed by
section 2101 shall be credited with the
amounts determined in accordance with sec-
tions 2011 to 2013, inclusive (relating to
State death taxes, gift tax, and tax on prior
transfers), 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 2011(b) as the value
of the property, as determined for purposes
of this chapter, upon which State death
taxes were paid and which is included in

the gross estate under section 2103 bears to
the value of the total gross estate under
section 2103. For purposes of this subsec-
tion, the term ‘State death taxes’ means
the taxes described in section 2011(a).”

(¢) PROPERTY WITHIN THE UNITED
StaTEs.—Section 2104 (relating to property
within the United States) is amended by
adding at the end thereof the following new
subsection: '

“(c) DEBT OBLIGATIONS.—FoOr purposes of
this subchapter, debt obligations of—

“(1) a United States person, or

“(2) the United States, a State or any
political subdivision thereof, or the District
of Columbia.

owned and held by a nonresident not a
citizen of the United States shall be deemed
property within the United States. With
respect to estates of decedents dying after
December 31, 1971, deposits with a domestic
branch of a foreign corporation, if such
branch is engaged in the commercial bank-
ing business, shall, for purposes of this sub-
chapter, be deemed property within the
United States. This subsection shall not
apply to a debt obligation to which section
2105(b) applies or to a debt obligation of a
domestic corporation if any interest on such
obligation, were such interest received by
the decedent at the time of his death, would
be treated by reason of section 861(a) (1)
(B) as income from sources without the
United States.”

(d) PROPERTY WITHOUT THE UNITED
SrtaTeEs.—Subsection (b) of section 2105 (re-
lating to bank deposits) is amended to read
as follows:

“(b) CerTAIN BANK DeprosIiTs, Erc.—For

- purposes of this subchapter—

“(1) amounts described in section 861(c)
if any interest thereon, were such interest
received by the decedent at the time of his
death, would be treated by reason of section
861(a) (1) (A) as income from sources with-
out the United States, and

“(2) deposits with a foreign branch of &
domestic corporation or domestic partner-
ship, if such branch is engaged in the com-
mercial banking business,
shall not be deemed property within the
United States.”

(e) DEFINITION OF TAXABLE ESTATE.—Para-
graph (3) section 2106(a) (relating to de-
duction of exemption from gross estate) is
amended to read as follows:

‘“(3) EXEMPTION.—

“(A) GENERAL RULE—AN exemption of
$30,000.

“(B) RESIDENTS OF POSSESSIONS OF THE
UnITED StaTES—In the case of a decedent
who is considered to be a ‘nonresident not a
citizen of the United States’ under the provi-
sions of section 2209, the exemption shall be
the greater of (i) $30,000, or (ii) that propor-
tion of the exemption authorized by section
2052 which the value of that part of the
decedent’s gross estate which at the time of
his death is situated in the United States
bears to the value of his entire gross estate
wherever situated.”

(f) Speciarn METHOD OF COMPUTING TAX.—
Subchapter B of chapter 11 (relating to
estates of nonresidents not citizens) 1is
amended by adding at the end thereof the
following new sections:

“Sec. 2107. EXPATRIATION T'0 AvoIlp TAX.

“(a) RATE oF Tax.—A tax computed in ac-
cordance with the table contained in section
2001 is hereby imposed on the transfer of the
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