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beginning after Dec. 31, 1979, election to apply amend-
ments retroactively with respect to foreign subsidi-
aries, allowance or prior deductions in case of certain
funded branch plans, and time and manner for making
elections, see section 2(e) of Pub. L. 96-603, set out as
an Effective Date note under section 404A of this title.

EFFECTIVE DATE OF 1976 AMENDMENT

Amendment by section 1901(a)(114) of Pub. L. 94-455
applicable with respect to taxable years beginning after
Dec. 31, 1976, see section 1901(d) of Pub. L. 94-455, set
out as a note under section 2 of this title.

EFFECTIVE DATE OF 1958 AMENDMENT

Pub. L. 85-866, title I, §103(c), Sept. 2, 1958, 72 Stat.
1675, provided that: ‘“The amendment made by sub-
section (a) of this section [amending section 131(e) of
Internal Revenue Code of 1939] shall apply for all tax-
able years beginning on or after January 1, 1950, as to
which section 131 of the Internal Revenue Code of 1939
is the applicable provision. The amendment made by
subsection (b) of this section [amending this section]
shall apply with respect to taxable years beginning
after December 31, 1953, and ending after August 16,
1954. No interest shall be allowed or paid on any over-
payment resulting from the amendments made by sub-
sections (a) and (b) of this section.”

§906. Nonresident alien individuals and foreign
corporations

(a) Allowance of credit

A nonresident 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 taxable
year to any foreign country or possession of the
United States with respect to income effectively
connected with the conduct of a trade or busi-
ness within the United States.

(b) Special rules

(1) For purposes of subsection (a) and for pur-
poses 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 possession there shall not be
taken into account any amount of tax to the ex-
tent 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 indi-
vidual, such individual is a citizen or resident
of such foreign country or possession, 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 coun-
try 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 in-
come effectively connected with the taxpayer’s
conduct of a trade or business within the United
States.

(3) The credit allowed pursuant to subsection
(a) shall not be allowed against any tax imposed
by section 871(a) (relating to income of non-
resident alien individual not connected with
United States business) or 881 (relating to in-
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come of foreign corporations not connected with
United States business).
[(4), () Repealed. Pub. L. 115-97,
§14301(c)(23), Dec. 22, 2017, 131 Stat. 2223.]
(6) No credit shall be allowed under this sec-
tion against the tax imposed by section 884.

(Added Pub. L. 89-809, title I, §106(a)(1), Nov. 13,
1966, 80 Stat. 1568; amended Pub. L. 98-369, div.
A, title VIII, §801(d)(3), July 18, 1984, 98 Stat. 996;
Pub. L. 99-514, title XII, §1241(c), title XVIII,
§1876(d)(3), Oct. 22, 1986, 100 Stat. 2580, 2899; Pub.
L. 100-647, title I, §1012(q)(10), Nov. 10, 1988, 102
Stat. 3524; Pub. L. 110-172, §11(g)(11), Dec. 29,
2007, 121 Stat. 2490; Pub. L. 115-97, title I,
§14301(c)(22), (23), Dec. 22, 2017, 131 Stat. 2223.)

title I,

AMENDMENTS

2017—Subsec. (a). Pub. L. 115-97, §14301(c)(22), struck
out ‘‘(or deemed, under section 902, paid or accrued dur-
ing the taxable year)’’ after ‘‘paid or accrued during the
taxable year’.

Subsec. (b)(4), (5). Pub. L. 115-97, §14301(c)(23), struck
out pars. (4) and (5) which read as follows:

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

‘(6) For purposes of section 902, any income, war
profits, and excess profits taxes paid or accrued (or
deemed paid or accrued) to any foreign country or pos-
session of the United States with respect to income ef-
fectively connected with the conduct of a trade or busi-
ness within the United States shall not be taken into
account, and any accumulated profits attributable to
such income shall not be taken into account.”

2007—Subsec. (b)(5) to (7). Pub. L. 110-172 redesignated
pars. (6) and (7) as (b) and (6), respectively, and struck
out former par. (5) which read as follows: ‘“No credit
shall be allowed under this section for any income, war
profits, and excess profits taxes paid or accrued with
respect to the foreign trade income (within the mean-
ing of section 923(b)) of a FSC.”’

1988—Subsec. (b)(6), (7). Pub. L. 100-647 redesignated
par. (6), relating to credit against tax imposed by sec-
tion 884, as (7).

1986—Subsec. (b)(6). Pub. L. 99-514, §1876(d)(3), added
par. (6) relating to credit for income, war profits, and
excess profits taxes paid or accrued to a foreign coun-
try or possession of the United States.

Pub. L. 99-514, §1241(c), added par. (6) relating to cred-
it against tax imposed by section 884.

1984—Subsec. (b)(5). Pub. L. 98-369 added par. (5).

EFFECTIVE DATE OF 2017 AMENDMENT

Amendment by Pub. L. 115-97 applicable to taxable
years of foreign corporations beginning after Dec. 31,
2017, and to taxable years of United States shareholders
in which or with which such taxable years of foreign
corporations end, see section 14301(d) of Pub. L. 115-97,
set out as a note under section 78 of this title.

EFFECTIVE DATE OF 1988 AMENDMENT

Amendment by Pub. L. 100-647 effective, except as
otherwise provided, as if included in the provision of
the Tax Reform Act of 1986, Pub. L. 99-514, to which
such amendment relates, see section 1019(a) of Pub. L.
100-647, set out as a note under section 1 of this title.

EFFECTIVE DATE OF 1986 AMENDMENT

Amendment by section 1241(c) of Pub. L. 99-514 appli-
cable to taxable years beginning after Dec. 31, 1986, see
section 1241(e) of Pub. L. 99-514, set out as an Effective
Date note under section 884 of this title.

Amendment by section 1876(d)(3) of Pub. L. 99-514 ef-
fective, except as otherwise provided, as if included in
the provisions of the Tax Reform Act of 1984, Pub. L.
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98-369, div. A, to which such amendment relates, see
section 1881 of Pub. L. 99-514, set out as a note under
section 48 of this title.

EFFECTIVE DATE OF 1984 AMENDMENT

Amendment by Pub. L. 98-369 applicable to trans-
actions after Dec. 31, 1984, in taxable years ending after
such date, see section 805(a)(1) of Pub. L. 98-369, as
amended, set out as a note under section 245 of this
title.

EFFECTIVE DATE

Section applicable with respect to taxable years be-
ginning after Dec. 31, 1966, and, in applying section 904
of this title with respect to this section, no amount to
be carried from or to any taxable year beginning before
Jan. 1, 1967, and no such year to be taken into account,
see section 106(a)(6) of Pub. L. 89-809, set out as an Ef-
fective Date of 1966 Amendment note under section 874
of this title.

PLAN AMENDMENTS NOT REQUIRED UNTIL
JANUARY 1, 1989

For provisions directing that if any amendments
made by subtitle A or subtitle C of title XTI [§§1101-1147
and 1171-1177] or title XVIII [§§1800-1899A] of Pub. L.
99-514 require an amendment to any plan, such plan
amendment shall not be required to be made before the
first plan year beginning on or after Jan. 1, 1989, see
section 1140 of Pub. L. 99-514, as amended, set out as a
note under section 401 of this title.

§907. Special rules in case of foreign oil and gas
income

(a) Reduction in amount allowed as foreign tax
under section 901

In applying section 901, the amount of any for-
eign o0il and gas taxes paid or accrued (or
deemed to have been paid) during the taxable
year which would (but for this subsection) be
taken into account for purposes of section 901
shall be reduced by the amount (if any) by which
the amount of such taxes exceeds the product
of—

(1) the amount of the combined foreign oil
and gas income for the taxable year,
(2) multiplied by—

(A) in the case of a corporation, the per-
centage which is equal to the highest rate of
tax specified under section 11(b), or

(B) in the case of an individual, a fraction
the numerator of which is the tax against
which the credit under section 901(a) is
taken and the denominator of which is the
taxpayer’s entire taxable income.

(b) Combined foreign oil and gas income; foreign
oil and gas taxes

For purposes of this section—
(1) Combined foreign oil and gas income

The term ‘‘combined foreign oil and gas in-
come’ means, with respect to any taxable
year, the sum of—

(A) foreign oil and gas extraction income,
and
(B) foreign oil related income.

(2) Foreign oil and gas taxes

The term ‘‘foreign oil and gas taxes’’ means,

with respect to any taxable year, the sum of—
(A) oil and gas extraction taxes, and

(B) any income, war profits, and excess

profits taxes paid or accrued (or deemed to
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have been paid or accrued under section 960)
during the taxable year with respect to for-
eign oil related income (determined without
regard to subsection (c)(4)) or loss which
would be taken into account for purposes of
section 901 without regard to this section.

(c) Foreign income definitions and special rules
For purposes of this section—

(1) Foreign oil and gas extraction income

The term ‘‘foreign oil and gas extraction in-
come’ means the taxable income derived from
sources without the United States and its pos-
sessions from—

(A) the extraction (by the taxpayer or any
other person) of minerals from oil or gas
wells, or

(B) the sale or exchange of assets used by
the taxpayer in the trade or business de-
scribed in subparagraph (A).

Such term does not include any dividend or in-
terest income which is passive income (as de-
fined in section 904(d)(2)(A)).

(2) Foreign oil related income

The term ‘‘foreign o0il related income”
means the taxable income derived from
sources outside the United States and its pos-
sessions from—

(A) the processing of minerals extracted
(by the taxpayer or by any other person)
from o0il or gas wells into their primary
products,

(B) the transportation of such minerals or
primary products,

(C) the distribution or sale of such min-
erals or primary products,

(D) the disposition of assets used by the
taxpayer in the trade or business described
in subparagraph (A), (B), or (C), or

(E) the performance of any other related
service.

Such term does not include any dividend or in-
terest income which is passive income (as de-
fined in section 904(d)(2)(A)).

(3) Dividends, interest, partnership distribu-
tion, etc.

The term ‘‘foreign oil and gas extraction in-
come’ and the term ‘‘foreign oil related in-
come’’ include—

(A) interest, to the extent the category of
income of such interest is determined under
section 904(d)(3),

(B) amounts with respect to which taxes
are deemed paid under section 960, and

(C) the taxpayer’s distributive share of the
income of partnerships,

to the extent such dividends, interest,
amounts, or distributive share is attributable
to foreign oil and gas extraction income, or to
foreign oil related income, as the case may be;
except that interest described in subparagraph
(A) shall not be taken into account in com-
puting foreign oil and gas extraction income
but shall be taken into account in computing
foreign oil-related income.
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