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EFFECTIVE DATE OF 1966 AMENDMENT

Amendment by Pub. L. 89-809 applicable with respect
to taxable years beginning after Dec. 31, 1966, except
that in applying section 864(c)(4)(B)(iii) of this title
with respect to a binding contract entered into on or
before Feb. 24, 1966, activities in the United States on
or before such date in negotiating or carrying out such
contract shall not be taken into account, see section
102(e)(1) of Pub. L. 89-809, set out as a note under sec-
tion 861 of this title.

EFFECTIVE DATE

Pub. L. 87-29, §1(c), May 4, 1961, 75 Stat. 64, provided
that: ““The amendments made by subsections (a) and (b)
[enacting this section and amending analysis preceding
section 891 of this title] shall be effective with respect
to income received in taxable years beginning after De-
cember 31, 1960.”

§896. Adjustment of tax on nationals, residents,
and corporations of certain foreign countries

(a) Imposition of more burdensome taxes by for-
eign country

Whenever the President finds that—

(1) under the laws of any foreign country,
considering the tax system of such foreign
country, citizens of the United States not resi-
dents of such foreign country or domestic cor-
porations are being subjected to more burden-
some taxes, on any item of income received by
such citizens or corporations from sources
within such foreign country, than taxes im-
posed by the provisions of this subtitle on
similar income derived from sources within
the United States by residents or corporations
of such foreign country,

(2) such foreign country, when requested by
the United States to do so, has not acted to re-
vise or reduce such taxes so that they are no
more burdensome than taxes imposed by the
provisions of this subtitle on similar income
derived from sources within the United States
by residents or corporations of such foreign
country, and

(3) it is in the public interest to apply pre-
1967 tax provisions in accordance with the pro-
visions of this subsection to residents or cor-
porations of such foreign country,

the President shall proclaim that the tax on
such similar income derived from sources within
the United States by residents or corporations
of such foreign country shall, for taxable years
beginning after such proclamation, be deter-
mined under this subtitle without regard to
amendments made to this subchapter and chap-
ter 3 on or after the date of enactment of this
section.

(b) Imposition of discriminatory taxes by foreign

country

Whenever the President finds that—

(1) under the laws of any foreign country,
citizens of the United States or domestic cor-
porations (or any class of such citizens or cor-
porations) are, with respect to any item of in-
come, being subjected to a higher effective
rate of tax than are nationals, residents, or
corporations of such foreign country (or a
similar class of such nationals, residents, or
corporations) under similar circumstances;

(2) such foreign country, when requested by
the United States to do so, has not acted to
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eliminate such higher effective rate of tax;
and

(3) it is in the public interest to adjust, in
accordance with the provisions of this sub-
section, the effective rate of tax imposed by
this subtitle on similar income of nationals,
residents, or corporations of such foreign
country (or such similar class of such nation-
als, residents, or corporations),

the President shall proclaim that the tax on
similar income of nationals, residents, or cor-
porations of such foreign country (or such simi-
lar class of such nationals, residents, or corpora-
tions) shall, for taxable years beginning after
such proclamation, be adjusted so as to cause
the effective rate of tax imposed by this subtitle
on such similar income to be substantially equal
to the effective rate of tax imposed by such for-
eign country on such item of income of citizens
of the United States or domestic corporations
(or such class of citizens or corporations). In im-
plementing a proclamation made under this sub-
section, the effective rate of tax imposed by this
subtitle on an item of income may be adjusted
by the disallowance, in whole or in part, of any
deduction, credit, or exemption which would
otherwise be allowed with respect to that item
of income or by increasing the rate of tax other-
wise applicable to that item of income.

(c) Alleviation of more burdensome or discrimi-

natory taxes

Whenever the President finds that—

(1) the laws of any foreign country with re-
spect to which the President has made a proc-
lamation under subsection (a) have been modi-
fied so that citizens of the United States not
residents of such foreign country or domestic
corporations are no longer subject to more
burdensome taxes on the item of income de-
rived by such citizens or corporations from
sources within such foreign country, or

(2) the laws of any foreign country with re-
spect to which the President has made a proc-
lamation under subsection (b) have been modi-
fied so that citizens of the United States or
domestic corporations (or any class of such
citizens or corporations) are no longer subject
to a higher effective rate of tax on the item of
income,

he shall proclaim that the tax imposed by this
subtitle on the similar income of nationals, resi-
dents, or corporations of such foreign country
shall, for any taxable year beginning after such
proclamation, be determined under this subtitle
without regard to such subsection.

(d) Notification of Congress required

No proclamation shall be issued by the Presi-
dent pursuant to this section unless, at least 30
days prior to such proclamation, he has notified
the Senate and the House of Representatives of
his intention to issue such proclamation.

(e) Implementation by regulations

The Secretary shall prescribe such regulations
as he deems necessary or appropriate to imple-
ment this section.

(Added Pub. L. 89-809, title I, §105(b), Nov. 13,

1966, 80 Stat. 1563; amended Pub. L. 94-455, title
XIX, §1906(b)(13)(A), Oct. 4, 1976, 90 Stat. 1834.)
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REFERENCES IN TEXT

The date of enactment of this section, referred to in
the provisions following subsec. (a)(3), is the date of en-
actment of Pub. L. 89-809, which was approved Nov. 13,
1966.

AMENDMENTS

1976—Subsec. (e). Pub. L. 94-455 struck out ‘‘or his
delegate’ after ‘‘Secretary’.

EFFECTIVE DATE
Section applicable with respect to taxable years be-
ginning after Dec. 31, 1966, see section 105(d) of Pub. L.

89-809, set out as an Effective Date of 1966 Amendment
note under section 894 of this title.

§897. Disposition of investment in United States
real property

(a) General rule

(1) Treatment as effectively connected with
United States trade or business

For purposes of this title, gain or loss of a
nonresident alien individual or a foreign cor-
poration from the disposition of a TUnited
States real property interest shall be taken
into account—

(A) in the case of a nonresident alien indi-
vidual, under section 871(B)(1), or

(B) in the case of a foreign corporation,
under section 882(a)(1),

as if the taxpayer were engaged in a trade or
business within the United States during the
taxable year and as if such gain or loss were
effectively connected with such trade or busi-
ness.
(2) Minimum tax on nonresident alien individ-
uals
(A) In general

In the case of any nonresident alien indi-
vidual, the taxable excess for purposes of
section 55(b)(1)(A) shall not be less than the
lesser of—

(i) the individual’s alternative minimum
taxable income (as defined in section
55(b)(2)) for the taxable year, or

(ii) the individual’s net United States
real property gain for the taxable year.

(B) Net United States real property gain

For purposes of subparagraph (A), the term
‘“‘net United States real property gain”
means the excess of—

(i) the aggregate of the gains for the tax-
able year from dispositions of United
States real property interests, over

(ii) the aggregate of the losses for the
taxable year from dispositions of such in-
terests.

(b) Limitation on losses of individuals

In the case of an individual, a loss shall be
taken into account under subsection (a) only to
the extent such loss would be taken into ac-
count under section 165(c) (determined without
regard to subsection (a) of this section).

(¢) United States real property interest
For purposes of this section—
(1) United States real property interest
(A) In general
Except as provided in subparagraph (B) or
subsection (k), the term ‘“United States real
property interest’” means—
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(i) an interest in real property (including
an interest in a mine, well, or other natu-
ral deposit) located in the United States or
the Virgin Islands, and

(ii) any interest (other than an interest
solely as a creditor) in any domestic cor-
poration unless the taxpayer establishes
(at such time and in such manner as the
Secretary by regulations prescribes) that
such corporation was at no time a United
States real property holding corporation
during the shorter of—

(I) the period after June 18, 1980, during
which the taxpayer held such interest, or

(IT) the b-year period ending on the
date of the disposition of such interest.

(B) Exclusion for interest in certain corpora-
tions

The term ‘“‘United States real property in-
terest’” does not include any interest in a
corporation if—

(i) as of the date of the disposition of
such interest, such corporation did not
hold any United States real property inter-
ests,

(ii) all of the United States real property
interests held by such corporation at any
time during the shorter of the periods de-
scribed in subparagraph (A)(ii)—

(I) were disposed of in transactions in
which the full amount of the gain (if
any) was recognized, or

(IT) ceased to be United States real
property interests by reason of the appli-
cation of this subparagraph to 1 or more
other corporations, and

(iii) neither such corporation nor any
predecessor of such corporation was a reg-
ulated investment company or a real es-
tate investment trust at any time during
the shorter of the periods described in sub-
paragraph (A)(ii).

(2) United States real property holding cor-
poration

The term ‘‘United States real property hold-
ing corporation’ means any corporation if—
(A) the fair market value of its United
States real property interests equals or ex-
ceeds 50 percent of
(B) the fair market value of—
(i) its United States real property inter-
ests,
(ii) its interests in real property located
outside the United States, plus
(iii) any other of its assets which are
used or held for use in a trade or business.

(3) Exception for stock regularly traded on es-
tablished securities markets

If any class of stock of a corporation is regu-
larly traded on an established securities mar-
ket, stock of such class shall be treated as a
United States real property interest only in
the case of a person who, at some time during
the shorter of the periods described in para-
graph (1)(A)(ii), held more than 5 percent of
such class of stock.
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