“Sec. 906. Nonresident alien individuals and
foreign corporations.”

(8) Section 874(c) is amended by striking
out

“(c) ForeIGN TAx CREDIT NOT ALLOWED.—A
nonresident” and inserting in lieu thereof
the following:

“(c) ForeicN TAx CREDIT.—Except as pro-
vided in section 906, a nonresident’.

(4) Subsection (b) of section 901 (relating
to amount allowed) is amended by redesig-
nating paragraph (4) as paragraph (5), and
by inserting after paragraph (3) the follow=
ing new paragraph:

“(4) NONRESIDENT ALIEN INDIVIDUALS AND
FOREIGN CORPORATIONS.—In the case of any
nonresident alien individual not described in
section 876 and in the case of any foreign
corporation, the amount determined pur-
suant to section 906; and’’.

(6) Paragraph (5) (as redesignated) of
section 901(b) is amended by striking out
“or (3),” and inserting in lieu thereof *“(3),
or (4),”.

(6) The amendments made by this sub-
section shall apply with respect to taxable
years beginning after December 31, 1966. In
applying section 904 of the Internal Revenué
Code of 1954 with respect to section 906 of
such Code, no amount may be carried from
or to any taxable year beginning before Jan-
uary 1, 1967, and no such year shall be taken
into account.

(b) ALIEN RESIDENTS OF THE UNITED STATES
OR PUERTO RICO.— :

(1) Paragraph (3) of section 901(b) (re-
lating to amount of foreign tax credit al-
lowed in case of alien resident of the United
States or Puerto Rico) is amended by strik-
ing out *, if the foreign country of which
such alien resident is a citizen or subject,
in imposing such taxes, allows 'a similar
credit to citizens of the United States resid-
ing in such country”.

(2) Section 901 is amended by redesignat-
ing subsections (c) and (d) as subsections
(d) and (e), and by inserting after subsec-
tion (b) the following new subsection:

*(c) SIMILAR CREDIT REQUIRED FOR CERTAIN
ALIEN RESIDENTS.—Whenever the President
finds that—

“(1) a foreign country, in imposing in-
come, 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, similar to the credit al-
lowed under subsection (b) (3), -

“(2) 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 subsection (b)(3) to citi-
zens 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 re-
mains in effect, the credit under subsection
(b) (8) shall be allowed to citizens or sub-
jects 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.”

(3) 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 succession taxes, does
not allow to citizens of the United States
resident in such foreign country at the time
of death a credit 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
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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 coun-
try dying while the proclamation remains in
effect, the credit under subsection (a) shall
be allowed only if such foreign country al-
lows 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 sub-
section (other than paragraph (3)) shall ap-
ply 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.

(¢) ForeiGN Tax CREDIT IN RESPECT OF
INTEREST RECEIVED FROM FOREIGN SUBSIDI-
ARTES —

(1) Section 904(f) (2) (relating to appli-
cation of limitations on foreign tax credit
in case of certain interest income) is
amended— -

(A) by striking out subparagraph (C) and
inserting in lieu thereof the following:

‘“(C) received from a corporation in which
the taxpayer (or one or more includible cor-
porations in an affiliated group, as defined in
section 1504, of which the taxpayer is a
member) owns, directly or indirectly, at least
10 percent of the voting stock,”.

(B) by adding at the end thereof the fol-
lowing new sentence:

“For purposes of subparagraph (C), stock
owned, directly or indirectly, by or for a for-
eign corporation shall be considered as being
proportionately owned by its shareholders.”

(2) The amendments made by paragraph
(1) shall apply to interest received after De-
cember 31, 1965, in taxable years ending after
such date. :

SEC. 107. AMENDMENT To PRESERVE EXISTING
LAw oN DEDUCTIONS UNDER SEC-
- TION 931,

(a) DepucTtioNs.—Subsection (d) of sec-~
tion 931 (relating to deductions) is amended
to read as follows:

“(d) DEDUCTIONS.—

“(1) GENERAL RULE—EZXcept 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 ap-
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