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outside the United States shall not be
considered to be regularly traded on
such market or markets unless such
class is traded in registered form, and—

(i) The corporation registers such
class of interests pursuant to section 12
of the Securities Exchange Act of 1934,
15 U.S.C. section 78, or

(ii) The corporation attaches to its
Federal income tax return a statement
providing the following:

(A) A caption which states ‘“The fol-
lowing information concerning certain
shareholders of this corporation is pro-
vided in accordance with the require-
ments of §1.897-9T.”

(B) The name under which the cor-
poration is incorporated, the state in
which such corporation is incor-
porated, the principal place of business
of the corporation, and its employer
identification number, if any;

(C) The identity of each person who,
at any time during the corporation’s
taxable year, was the beneficial owner
of more than 5 percent of any class of
interests of the corporation to which
this paragraph (d)(3) applies;

(D) The title, and the total number of
shares issued, of any class of interests
so owned; and

(E) With respect to each beneficial
owner of more than 5 percent of any
class of interests of the corporation,
the number of shares owned, the per-
centage of the class represented there-
by, and the nature of the beneficial
ownership of each class of shares so
owned.

Interests in a domestic corporation
which has filed a report pursuant to
this paragraph (d)(3)(ii) shall be consid-
ered to be regularly traded on an estab-
lished securities market only for the
taxable year of the corporation with
respect to which such a report is filed.

(4) Coordination with section 1445. For
purposes of section 1445, a class of in-
terests in a corporation shall be pre-
sumed to be regularly traded during a
calendar quarter if such interests were
regularly traded within the meaning of
this paragraph during the previous cal-
endar quarter.

(e) Foreign governments and inter-
national organizations. A foreign gov-
ernment shall be treated as a foreign
person with respect to U.S. real prop-
erty interests, and shall be subject to
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sections 897, 1445, and 6039C on the dis-
position of a U.S. real property interest
except to the extent specifically other-
wise provided in the regulations issued
under section 892. An international or-
ganization (as defined in section
7701(a)(18)) is not a foreign person with
respect to U.S. real property interests,
and is not subject to sections 897, 1445,
and 6039C on the disposition of a U.S.
real property interest. Buildings or
parts of buildings and the land ancil-
lary thereto (including the residence of
the head of the diplomatic mission)
used by the foreign government for a
diplomatic mission shall not be a U.S.
real property interest in the hands of
the respective foreign government.

(f) Effective date. Section 1.897-9T
with the exception of paragraph (e)
shall be effective for transfers, ex-
changes, distributions and other dis-
positions occurring on or after June 6,
1988. Paragraph (e) of this section shall
be effective for transfers, exchanges,
distributions and other dispositions oc-
curring on or after July 1, 1986.

[T.D. 8198, 53 FR 16229, May 5, 1988]

INCOME FROM SOURCES WITHOUT THE
UNITED STATES

FOREIGN TAX CREDIT

§1.901-1 Allowance of credit for taxes.

(a) In general. Citizens of the United
States, domestic corporations, and cer-
tain aliens resident in the United
States, domestic corporations, and cer-
tain aliens resident in the United
States or Puerto Rico may choose to
claim a credit, as provided in section
901, against the tax imposed by chapter
1 of the Code for taxes paid or accrued
to foreign countries and possessions of
the United States, subject to the condi-
tions prescribed in the following sub-
paragraphs:

(1) Citicen of the United States. A cit-
izen of the United States, whether resi-
dent or nonresident, may claim a cred-
it for (i) the amount of any income,
war profits, and excess profits taxes
paid or accrued (or deemed paid or ac-
crued under section 905(b)) during the
taxable year to any foreign country or
to any possession of the United States;
and (ii) his share of any such taxes of
a partnership of which he is a member,
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or of an estate or trust of which he is
a beneficiary.

(2) Domestic corporation. A domestic
corporation may claim a credit for (i)
the amount of any income, war profits,
and excess profits taxes paid or accrued
during the taxable year to any foreign
country, or to any possession of the
United States; and (ii) the taxes
deemed to have been paid or accrued
under section 902, 905(b), or 960.

(3) Alien resident of the United States or
Puerto Rico. An alien resident of the
United States, or an alien individual
who is a bona fide resident of Puerto
Rico during the entire taxable year,
may claim a credit for—

(i) The amount of any income, war
profits, and excess profits taxes paid or
accrued during the taxable year to any
possession of the United States;

(ii) The amount of any such taxes
paid or accrued (or deemed paid or ac-
crued under section 905(b)) during the
taxable year to any foreign country, if
the foreign country of which such alien
resident is a citizen or subject, in im-
posing such taxes, allows a similar
credit to citizens of the United States
residing in such country; and

(iii) His share of any such taxes of a
partnership of which he is a member,
or of an estate or trust of which he is
a beneficiary, paid or accrued (or
deemed paid or accrued under section
905(b)) during the taxable year,

(a) To any foreign country, if the for-
eign country of which such alien resi-
dent is a citizen or subject, in imposing
such taxes, allows a similar credit to
citizens of the United States residing
in such country, or

(b) To any possession of the United
States, as the case may be.

(4) Limitation. Section 907(a) limits
the credit against the tax imposed by
chapter 1 of the Code for certain for-
eign taxes paid or accrued with respect
to foreign oil or gas extraction income.
See §1.907(a)-1.

(b) Foreign countries which satisfy the
similar credit requirement—(1) Taxes of
foreign country of which alien resident is
citicen or subject. A foreign country of
which an alien resident is a citizen or
subject allows a similar credit, within
the meaning of section 901(b)(3), to a
United States citizen residing in such
country either—
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(i) If such country allows him a cred-
it against its income taxes for the
amount of income taxes paid or ac-
crued to the United States; or

(ii) If, in imposing such taxes, such
country exempts from taxation the in-
come received by him from sources
within the TUnited States (as deter-
mined under part I (section 861 and fol-
lowing), subchapter N, chapter 1 of the
Code).

(2) Tazxes of foreign country other than
one of which alien resident is citizen or
subject. An alien resident of the United
States may claim a credit for income
taxes paid or accrued by him to a for-
eign country other than the one of
which he is a citizen or subject if the
country of which he is a citizen or sub-
ject either—

(i) Allows a credit to a United States
citizen residing therein for income
taxes paid or accrued by him to such
other foreign country; or

(ii) In imposing its income taxes, ex-
empts from taxation the income of a
United States citizen residing therein
from sources within such other foreign
country.

(c) Deduction denied if credit claimed.
If a taxpayer chooses with respect to
any taxable year to claim a credit for
taxes to any extent, such choice will be
considered to apply to income, war
profits, and excess profits taxes paid or
accrued in such taxable year to all for-
eign countries and possessions of the
United States, and no portion of any
such taxes shall be allowed as a deduc-
tion from gross income in such taxable
year or any succeeding taxable year.
See section 275(a)(4).

(d) Period during which election can be
made or changed. The taxpayer may, for
a particular taxable year, claim the
benefits of section 901 (or claim a de-
duction in lieu of a foreign tax credit)
at any time before the expiration of
the ©period prescribed by section
6511(d)(3)(A) (or section 6511(c) if the
period is extended by agreement).

(e) Joint return. In the case of a hus-
band and wife making a joint return,
credit for taxes paid or accrued to any
foreign country or to any possession of
the United States shall be computed
upon the basis of the total taxes so
paid by or accrued against the spouses.
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(f) Taxes against which credit not al-
lowed— The credit for taxes shall be al-
lowed only against the tax imposed by
chapter 1 of the Code, but it shall not
be allowed against the following taxes
imposed under that chapter:

(1) The minimum tax for tax pref-
erences imposed by section 56;

(2) The 10 percent tax on premature
distributions to owner-employees im-
posed by section 72(m)(5)(B);

(3) The tax on lump sum distribu-
tions imposed by section 402(e);

(4) The additional tax on income
from certain retirement accounts im-
posed by section 408(f);

(6) The tax on accumulated earnings
imposed by section 531;

(6) The personal holding company tax
imposed by section 541;

(7) The additional tax relating to war
loss recoveries imposed by section 1333;
and

(8) The additional tax relating to re-
coveries of foreign expropriation losses
imposed by section 1351.

(g) Taxpayers to whom credit not al-
lowed. Among those to whom the credit
for taxes is not allowed are the fol-
lowing:

(1) A foreign corporation (see section
882(c)(4));

(2) A China Trade Act corporation
(see section 942);

(3) A citizen or domestic corporation
entitled to the benefits of the exemp-
tion provided by section 931 for income
from possessions of the United States
(see section 931(g));

(4) A nonresident alien, other than an
alien individual who is a bona fide resi-
dent of Puerto Rico during the entire
taxable year (see sections 874(c) and
901(b)(3));

(5) A citizen of a possession of the
United States (except Puerto Rico) who
is not otherwise a citizen of the United
States and who is not a resident of the
United States and persons who are in-
habitants of the Virgin Islands (see sec-
tion 932).

(h) Taxpayers denied credit in a par-
ticular taxable year. Taxpayers who are
denied the credit for taxes for par-
ticular taxable years are the following:

(1) An individual who elects to pay
the optional tax imposed by section 3,
or one who elects under section 144 to
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take the standard deduction (see sec-
tion 36);

(2) A taxpayer who elects to deduct
taxes paid or accrued to any foreign
country or possession of the United
States (see sections 164 and 275);

(3) A regulated investment company
which has exercised the election under
section 853.

(1) Dividends from a DISC treated as
foreign. For purposes of sections 901
through 906 and the regulations there-
under, any amount treated as a divi-
dend from a corporation which is a
DISC or former DISC (as defined in sec-
tion 992(a) (1) or (3) as the case may be)
will be treated as a dividend from a for-
eign corporation to the extent such
dividend 1is treated under section
861(a)(2)(D) as income from sources
without the United States.

[T.D. 6500, 25 FR 11910, Nov. 26, 1960, as
amended by T.D. 6780, 29 FR 18148, Dec. 22,
1964; T.D. 6789, 29 FR 19241, Dec. 31, 1964; T.D.
6795, 30 FR 934, Jan. 29, 1965; T.D. 7283, 38 FR
20824, Aug. 3, 1973; T.D. 7636, 44 FR 47058, Aug.
10, 1979; T.D. 7961, 49 FR 26225, June 27, 1984;
T.D. 8160, 52 FR 33932, Sept. 9, 1987]

§1.901-2 Income, war profits, or excess
profits tax paid or accrued.

(a) Definition of income, war profits, or
excess profits tar—(1) In general. Section
901 allows a credit for the amount of
income, war profits or excess profits
tax (referred to as ‘‘income tax” for
purposes of this section and §§1.901-2A
and 1.903-1) paid to any foreign coun-
try. Whether a foreign levy is an in-
come tax is determined independently
for each separate foreign levy. A for-
eign levy is an income tax if and only
if—

(i) It is a tax; and

(ii) The predominant character of
that tax is that of an income tax in the
U.S. sense.

Except to the extent otherwise pro-
vided in paragraphs (a)(3)(ii) and (c) of
this section, a tax either is or is not an
income tax, in its entirety, for all per-
sons subject to the tax. Paragraphs (a),
(b) and (c) of this section define an in-
come tax for purposes of section 901.
Paragraph (d) of this section contains
rules describing what constitutes a sep-
arate foreign levy. Paragraph (e) of
this section contains rules for deter-
mining the amount of tax paid by a
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