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$225x from the sale of the 225x barrels in 
country A for consumption in country A will 
be deemed to consist of $150x (200x/300x × 
$225x) from the sale of products refined by M 
and $75x (100x/300x × $225x) from the sale of 
purchased products. Likewise, its marketing 
income of $75x from the sale of the 75x bar-
rels in country B for consumption outside of 
country B will be deemed to consist of $50x 
(200x/300x × $75x) from the sale of products re-
fined by M and $25x (100x/300x × $75x) from 
the sale of purchased products. 

(A) Purchased products. M is considered as 
having $75x of marketing income from the 
sale of purchased products in country A for 
consumption in country A. None of this mar-
keting income is foreign base company oil 
related income since the marketing income 
is earned in country A, the country of con-
sumption. See paragraph (a)(1)(ii) of this sec-
tion. All of the $25x of M’s marketing income 
from the sale of purchased products in coun-
try B will be foreign base company oil re-
lated income. The exception at paragraph 
(a)(1)(ii) of this section does not apply since 
the refined oil is not sold for use or consump-
tion in country B. Likewise, the extraction 
exception under paragraph (a)(1)(i) of this 
section does not apply. The purchased prod-
uct cannot be presumed to be extracted in 
country B since country B is not a net ex-
porter of crude oil. In addition, M cannot 
show, on a facts and circumstances basis, 
that purchased products were refined from 
crude oil extracted in country B. 

(B) Products refined by M. With regard to 
M’s marketing income attributable to the 
sale of products refined by M, M does not 
have any foreign base company oil related 
income with regard to its $150x of marketing 
income in country A since that income was 
derived from the country in which the oil 
was sold for consumption (the use or con-
sumption exception under paragraph 
(a)(1)(ii) of this section). M has $25x of for-
eign base company oil related income with 
regard to its $50x of marketing income in 
country B determined as follows:
(1) Total amount of income from mar-

keting attributable to oil refined 
by M and sold in country B ................$50x 

(2) Pro rata amount of income from 
marketing attributable to sales in 
country B considered extracted 
from country B ($50x times 100x 
barrels/200x barrels) (extraction 
exception under paragraph (a)(1)(i) 
of this section)...................................(25x)

(3) Foreign base company oil related 
income................................................$25x

[T.D. 8331, 56 FR 2847, Jan. 25, 1991; 56 FR 
11511, Mar. 19, 1991]

§ 1.955–0 Effective dates. 
(a) Section 955 as in effect before the en-

actment of the Tax Reduction Act of 

1975—(1) In general. In general, §§ 1.955–
1 through 1.955–6 are applicable with re-
spect to withdrawals of previously ex-
cluded subpart F income from qualified 
investment in less developed countries 
for taxable years of foreign corpora-
tions beginning after December 31, 1962, 
and to taxable years of United States 
shareholders (as defined in section 
951(b)) within which or with which such 
taxable years of such foreign corpora-
tions end. However, such sections are 
effective with respect to withdrawals of 
amounts invested in less developed 
country shipping companies described 
in section 955(c)(2) (as in effect before 
the enactment of the Tax Reduction 
Act of 1975) only for taxable years of 
foreign corporations beginning before 
January 1, 1976, and for taxable years 
of United States shareholders (as de-
fined in section 951(b)) within which or 
with which such taxable years of such 
foreign corporations end. For rules ap-
plicable to withdrawals of amounts in-
vested in less developed country ship-
ping companies described in section 
955(c)(2) (as in effect before such enact-
ment), in taxable years of foreign cor-
porations beginning after December 31, 
1975, see section 955(b)(5) (as amended 
by such Act) and §§ 1.955A–1 through 
1.955A–4. 

(2) References. Except as otherwise 
provided therein, all references con-
tained in §§ 1.955–1 through 1.955–6 to 
section 954 or 955 or to the regulations 
under section 954 are to those sections 
and regulations as in effect before the 
enactment of the Tax Reduction Act of 
1975. For regulations under section 954 
(as in effect before such enactment), 
see 26 CFR § 1.954–1 through 1.954–5 (Re-
vised as of April 1, 1975). For taxable 
years of foreign corporations beginning 
after December 31, 1975, and for taxable 
years of United States shareholders (as 
described in section 951(b)) within 
which or with which such taxable years 
of such foreign corporations end, the 
definitions of less developed countries 
and less developed country corpora-
tions contained in section 902(d) (as 
amended by such Act) and § 1.902–2 
apply for purposes of determining the 
credit for corporate stockholders in 
foreign corporations under section 902. 
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(b) Section 955 as amended by the Tax 
Reduction Act of 1975. Except as other-
wise provided therein, §§ 1.955A–1 
through 1.955A–4 are applicable to tax-
able years of foreign corporations be-
ginning after December 31, 1975, and to 
taxable years of United States share-
holders (as defined in section 951(b)) 
within which or with which such tax-
able years of such foreign corporations 
end. 

[T.D. 7893, 48 FR 22508, May 19, 1983, as 
amended by T.D. 7894, 48 FR 22529, May 19, 
1983]

§ 1.955–1 Shareholder’s pro rata share 
of amount of previously excluded 
subpart F income withdrawn from 
investment in less developed coun-
tries. 

(a) In general. Pursuant to section 
951(a)(1)(A)(ii) and the regulations 
thereunder, a United States share-
holder of a controlled foreign corpora-
tion must include in its gross income 
its pro rata share (as determined in ac-
cordance with paragraph (c) of this sec-
tion) of the amount of such controlled 
foreign corporation’s previously ex-
cluded subpart F income which is with-
drawn for any taxable year from in-
vestment in less developed countries. 
Section 955 provides rules for deter-
mining the amount of a controlled for-
eign corporation’s previously excluded 
subpart F income for any taxable year 
of the corporation beginning after De-
cember 31, 1962, that is withdrawn from 
investment in less developed countries 
for any taxable year of the corporation 
beginning before January 1, 1976. Ex-
cept for investment in less developed 
country shipping companies, section 
955 also provides rules for determining 
the amount of a controlled foreign cor-
poration’s previously excluded subpart 
F income for any taxable year of the 
corporation beginning after December 
31, 1962, which is withdrawn from in-
vestment in less developed countries in 
taxable years of the corporation begin-
ning after December 31, 1975. To deter-
mine the amount of a controlled for-
eign corporation’s previously excluded 
subpart F income withdrawn from in-
vestment in less developed country 
shipping companies described in sec-
tion 955(c)(2) in taxable years of a con-
trolled foreign corporation beginning 

after December 31, 1975, see section 
955(b)(5) (as in effect after amendment 
by the Tax Reduction Act of 1975) and 
§§ 1.955A–1 through 1.955A–4. For effec-
tive dates, see § 1.955–0. 

(b) Amount withdrawn by controlled 
foreign corporation—(1) In general. For 
purposes of sections 951 through 964, 
the amount of a controlled foreign cor-
poration’s previously excluded subpart 
F income which is withdrawn for any 
taxable year from investment in less 
developed countries is an amount equal 
to the decrease for such year in such 
corporation’s qualified investments in 
less developed countries. Such decrease 
is, except as provided in § 1.955–3— 

(i) An amount equal to the excess of 
the amount of its qualified investments 
in less developed countries at the close 
of the preceding taxable year over the 
amount of its qualified investments in 
less developed countries at the close of 
the taxable year, minus 

(ii) The amount (if any) by which rec-
ognized losses on sales or exchanges by 
such corporation during the taxable 
year of qualified investments in less 
developed countries exceed its recog-
nized gains on sales or exchanges dur-
ing such year of qualified investments 
in less developed countries, 
but only to the extent that the net 
amount so determined does not exceed 
the limitation determined under sub-
paragraph (2) of this paragraph. See 
§ 1.955–2 for determining the amount of 
qualified investments in less developed 
countries. 

(2) Limitations applicable in deter-
mining decreases—(i) General. The limi-
tation referred to in subparagraph (1) 
of this paragraph for any taxable year 
of a controlled foreign corporation 
shall be the lesser of the following two 
limitations: 

(a) The sum of the controlled foreign 
corporation’s earnings and profits (or 
deficit in earnings and profits) for the 
taxable year, computed as of the close 
of the taxable year without diminution 
by reason of any distributions made 
during the taxable year, plus the sum 
of its earnings and profits (or deficits 
in earnings and profits) accumulated 
for prior taxable years beginning after 
December 31, 1962, (including prior tax-
able years beginning after December 31, 
1975) or, 
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