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SUBPART G—EXPORT TRADE CORPORATIONS

Sec.
970. Reduction of subpart F income of export
trade corporations.
971. Definitions.
[972. Repealed.]
AMENDMENTS

1976—Pub. L. 94-455, title XIX, §1901(b)(27)(B), Oct. 4,
1976, 90 Stat. 1799, struck out item 972 “‘Consolidation of
group of export trade corporations’.

1962—Pub. L. 87-834, §12(a), Oct. 16, 1962, 76 Stat. 1027,
added heading of subpart G, and items 970 to 972.

§970. Reduction of subpart F income of export
trade corporations

(a) Export trade income constituting foreign
base company income
(1) In general

In the case of a controlled foreign corpora-
tion (as defined in section 957) which for the
taxable year is an export trade corporation,
the subpart F income (determined without re-
gard to this subpart) of such corporation for
such year shall be reduced by an amount equal
to so much of the export trade income (as de-
fined in section 971(b)) of such corporation for
such year as constitutes foreign base company
income (as defined in section 954), but only to
the extent that such amount does not exceed
whichever of the following amounts is the
lesser:

(A) an amount equal to 1%2 times so much
of the export promotion expenses (as defined
in section 971(d)) of such corporation for
such year as is properly allocable to the ex-
port trade income which constitutes foreign
base company income of such corporation
for such year, or

(B) an amount equal to 10 percent of so
much of the gross receipts for such year (or,
in the case of gross receipts arising from
commissions, fees, or other compensation
for its services, so much of the gross amount
upon the basis of which such commissions,
fees, or other compensation is computed) ac-
cruing to such export trade corporation from
the sale, installation, operation, mainte-
nance, or use of property in respect of which
such corporation derives export trade in-
come as is properly allocable to the export
trade income which constitutes foreign base
company income of such corporation for
such year.

The allocations with respect to export trade
income which constitutes foreign base com-
pany income under subparagraphs (A) and (B)
shall be made under regulations prescribed by
the Secretary.

(2) Overall limitation

The reduction under paragraph (1) for any
taxable year shall not exceed an amount
which bears the same ratio to the increase in
the investments in export trade assets (as de-
fined in section 971(c)) of such corporation for
such year as the export trade income which
constitutes foreign base company income of
such corporation for such year bears to the en-
tire export trade income of such corporation
for such year.
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[(b) Repealed. Pub. L. 115-97, title I, § 14212(b)(5),
Dec. 22, 2017, 131 Stat. 2217]

(c) Investments in export trade assets
(1) Amount of investments

For purposes of this section, the amount
taken into account with respect to any export
trade asset shall be its adjusted basis, reduced
by any liability to which the asset is subject.

(2) Increase in investments in export trade as-
sets

For purposes of subsection (a), the amount
of increase in investments in export trade as-
sets of any controlled foreign corporation for
any taxable year is the amount by which—

(A) the amount of such investments at the
close of the taxable year, exceeds

(B) the amount of such investments at the
close of the preceding taxable year.

(3) Decrease in investments in export trade as-
sets

For purposes of subsection (b), the amount
of decrease in investments in export trade as-
sets of any controlled foreign corporation for
any taxable year is the amount by which—

(A) the amount of such investments at the
close of the preceding taxable year (reduced
by an amount equal to the amount of net
loss sustained during the taxable year with
respect to export trade assets), exceeds

(B) the amount of such investments at the
close of the taxable year.

(4) Special rule

A United States shareholder of an export
trade corporation may, under regulations pre-
scribed by the Secretary, make the determina-
tions under paragraphs (2) and (3) as of the
close of the 76th day after the close of the
years referred to in such paragraphs in lieu of
on the last day of such years. A United States
shareholder of an export trade corporation
may, under regulations prescribed by the Sec-
retary, make the determinations under para-
graphs (2) and (3) with respect to export trade
assets described in section 971(c)(3) as of the
close of the years following the years referred
to in such paragraphs, or as of the close of
such longer period of time as such regulations
may permit, in lieu of on the last day of such
years and in lieu of on the day prescribed in
the preceding sentence. Any election under
this paragraph made with respect to any tax-
able year shall apply to such year and to all
succeeding taxable years unless the Secretary
consents to the revocation of such election.

(Added Pub. L. 87-834, §12(a), Oct. 16, 1962, 76
Stat. 1027; amended Pub. L. 94-455, title XIX,

§§1901(b)(27)(A), 1906(b)(13)(A), Oct. 4, 1976, 90

Stat. 1799, 1834; Pub. L. 11597, title I,

§14212(b)(5), Dec. 22, 2017, 131 Stat. 2217.)
AMENDMENTS

2017—Subsec. (b). Pub. L. 115-97 struck out subsec. (b).
Text read as follows: ‘‘Each United States shareholder
of a controlled foreign corporation which for any prior
taxable year was an export trade corporation shall in-
clude in his gross income under section 951(a)(1)(A)(ii),
as an amount to which section 955 (relating to with-
drawal of previously excluded subpart F income from
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