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- (4) by adding after paragraph (2) the following
new_ senlence:

“For purposes of this subsection, the gross income of the

foreign corporation for any period before. the first taxable

year beginning after December 31, 1966, which is effec-
tiely connected with the conduct of a trade or business
within the United States is an amount equal to the gross
income for such period from sources within the United
States.”

(e) DiviDENDS RECEIVED FroM CrERTAIN WHOLLY-
OwNED FOoREIGN Sl'/'BSIDIARIES.-——

(1) Section 245 (relating to dividends received
from certain foreign corporations) is amended by re-
designating subscction (b) as (c), and by inserting after
subsection (a) the following new subsection :

“(b) CrrrAIN DIviDENDS RECEIVED FROM WHOLLY
OWwNED F'OREIGN SUBSIDIARIES.—

“(1) In GENERAL.—-In the case of dividends de-
scribed in paragraph (2) received from a foreign cor-
poration by a domestic corporation which, for its taxable
year in which such dividends are received, owns (di-
rectly or indirectly) all of the outstanding stock of such
foreign corporation, there shall be allowed as a deduction
(in lieu of the deduction provided by subsection (a) ) an

amount equal to 100 percent of such dividends.
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