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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, similar to the credit allowed under subsection (b) (3),

(212) such foreign country, when requested by the United States
to do so, has not acted to provide such a similar credit to citizens
of the United States residing in such foreign country, and

(8) it is in the public interest to allow the credit under sub-
section (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 proclaim that, for taxable years beginning while the
proclamation 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
tazes, allows to citizens of the United States residing in such foreign -
country such a similar credit. ,

[(c)1 (&) CorroraTioNs TREATED A8 ForREIGN.—For purposes of this
subpart, the following corporations shall be treated as foreign cor-
porations: ,

(1) a corporation entitled to the benefits of section 931, by rea-
son of receiving a large percentage of its gross income- from
sources within a possession of the United States; and

(2) a corporation organized under the China Trade Act, 1922
(15 U.S.C., chapter 4), and entitled to the deduction provided
in section 941.

L[(d)] (¢) Cross REFERENCE.—

(1) For deductions of income, war profits, and excess profits taxes
paid to a foreign country or a possession of the United States, see
sections 164 and 275.

(2). For right of each partner to make election under. this section, see
section 703(b).

(3) For right of estate or trust to the credit for taxes imposed by
foreign countries and possessions of the United States under this
section, see section 642(a)(2). ' :

(4) For reduction of credit for failure of a United States person to

. furnish certain information with respect to a foreign corporation

controlled by him, see section 6038.

* * * * * * *
SEC. 904. LIMITATION ON CREDIT.

* * * % * * *

(f) Apprication or SectioN IN CaSE oF CERTAIN INTEREST IN-

COME.—

(1) I~ GexerarL—The provisions of subsection (a), (c¢), (d),
and (e) of this section shall be applied separately with respect
to— :

(A) the interest income described in paragraph (2), and -
(B) income other than the interest income described in
paragraph (2).

(2) INTEREST INCOME TO WHICH APPLICABLE.—For purposes of
this subsection, the interest income described in this paragraph
‘is interest other than interest—

~ (A) derived from any transaction which is directly related
to the active conduct of a trade or business in foreign coun-
try or a possession of the United States,

819



