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(2) Section 901 is amended by redesignating subsections (c¢) and (d)
as subsections (d) and (e), and by inserting after subseumn (b) the
following new subsection :

“(¢) SIMILAR CREDIT REQUIRED FOR CERTAIN ALIEN RDSIDEl\ TS —Whenever the

President finds that—« -

“(1) a foreign country, in imposing income, war .profits, and excess
profits taxes, does not allow to citizens of the United States residing in such
foreign country a credit for any such taxes paid or accrued to the United
States or any foreign country, as the case may be, smnlar to the credit
allowed under subsection (b) (3),

“(2) such foreign country, when requested by the United States to do
s0, 'has not acted to provide such a similar credit to citizens of the United

: States residing in such foreign country, and’

“(3) it is in the public interest to allow the credit under subsection
(b) (3) to citizens or subjects of such foreign country only if it allows
such a similar credit to citizens of the United States residing in such foreign
country,

the President shall procla,lm that, for taxable years beginning while the procla-

mation remains in effect, the credit under subsection (b) (3) shall be allowed

to citizens or subjects of such foreign country only if such foreign country,
in imposing income, war proﬁts and excess profits taxes, allows to citizens of
the United States residing in such foreign country such a similar credit.”

(8) Section 2014 (relating to credit for foreign death taxes) is amended
by striking- out the second sentence of subsection (a), and by adding at
the end of such section the following new subsection :

“(h) SiMiLAR CREDIT REQUIRED FOR CERTAIN ALIEN RESIDENTS.—Whenever the

President finds that—

“( 1) a foreign country, in imposing estate, inheritance, legacy, or suc-
cession taxes, does not allow to citizens of the United States resident in
such foreign country at the time of death a credlt similar to the credit
allowed under subsection (a),

“(2) such foreign country, when requested by the United States to do
so, has not -acted to provide such a similar credit in the case of citizens
of the United States resident in such foreign country at the time of death,
and

“(3) it is in the public interest to allow the credit under subsection (a)
in the case of citizens or subjects of such foreign country only if it allows
such a similar credit in the case of citizens of the United States resident
in such foreign country at the time of death,

the President shall proclaim that, in the case of citizens or subjects of such

foreign country dying while the proclamation remains in effect, the credit un-

der subsection (a) shall be allowed only if such fereign country allows such

a similar credit in the case of citizens of the United States resident in such

foreign country at the time of death.”

(4) The amendments made by this subsection (other than paragraph (3))
shall apply with respect to taxable years beginning after December 31,
1966. The amendment made by paragraph (3) shall apply with respect to
estates of decedents dying after the date of the enactment of this Act.

SEC. 7. AMENDMENT TO PRESERVE EXISTING LAW ON DEDUCTIONS
UNDER SECTION 931.

(a) Depucrrons.—Subsection (d) of section 931 (relating to deductmns) is
amended to read as follows:
“(d) DEDUCTIONS.—

“(1) GENERAL RULE. ——Except as otherwise provided in this subsection
and subsection (e), in the case of persons entitled to the benefits of this
section the deductions shall be allowed only if and to the extent that they
are connected with income from sources within the United States; and the
proper apportionment and allocation of the deductions with respect to
sources of income within and without the United States shall be determined
as provided in part I, under regulations prescribed by the Secretary or his
delegate.

“(2) ExceprioNs.—The followmg deductions shall be allowed whether
or not they are connected with income from sources w1th1n the United
States:
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