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includes such person, participates in or cooper-
ates with an international boycott during the 
taxable year (within the meaning of section 
999(b)), the amount of the credit allowable under 
section 901 to such person, or under section 902 
or 960 to United States shareholders of such per-
son, for foreign taxes paid during the taxable 
year shall be reduced by an amount equal to the 
product of— 

(1) the amount of the credit which, but for 
this section, would be allowed under section 
901 for the taxable year, multiplied by 

(2) the international boycott factor (deter-
mined under section 999). 

(b) Application with sections 275(a)(4) and 78 

Section 275(a)(4) and section 78 shall not apply 
to any amount of taxes denied credit under sub-
section (a). 

(Added Pub. L. 94–455, title X, § 1061(a), Oct. 4, 
1976, 90 Stat. 1649.) 

EFFECTIVE DATE 

Section 1066(a) of Pub. L. 94–455 provided that: 
‘‘(1) GENERAL RULE.—The amendments made by this 

part (other than by section 1065) [enacting this section 
and section 999 of this title and amending sections 952 
and 995 of this title] apply to participation in or co-
operation with an international boycott more than 30 
days after the date of enactment of this Act [Oct. 4, 
1976]. 

‘‘(2) EXISTING CONTRACTS.—In the case of operations 
which constitute participation in or cooperation with 
an international boycott and which are carried out in 
accordance with the terms of a binding contract en-
tered into before September 2, 1976, the amendments 
made by this part (other than by section 1065) apply to 
such participation or cooperation after December 31, 
1977.’’ 

§ 909. Suspension of taxes and credits until relat-
ed income taken into account 

(a) In general 

If there is a foreign tax credit splitting event 
with respect to a foreign income tax paid or ac-
crued by the taxpayer, such tax shall not be 
taken into account for purposes of this title be-
fore the taxable year in which the related in-
come is taken into account under this chapter 
by the taxpayer. 

(b) Special rules with respect to section 902 cor-
porations 

If there is a foreign tax credit splitting event 
with respect to a foreign income tax paid or ac-
crued by a section 902 corporation, such tax 
shall not be taken into account— 

(1) for purposes of section 902 or 960, or 
(2) for purposes of determining earnings and 

profits under section 964(a), 
before the taxable year in which the related in-
come is taken into account under this chapter 
by such section 902 corporation or a domestic 
corporation which meets the ownership require-
ments of subsection (a) or (b) of section 902 with 
respect to such section 902 corporation. 

(c) Special rules 

For purposes of this section— 

(1) Application to partnerships, etc. 

In the case of a partnership, subsections (a) and 
(b) shall be applied at the partner level. Except 

as otherwise provided by the Secretary, a rule 
similar to the rule of the preceding sentence 
shall apply in the case of any S corporation or 
trust. 

(2) Treatment of foreign taxes after suspension 

In the case of any foreign income tax not 
taken into account by reason of subsection (a) 
or (b), except as otherwise provided by the 
Secretary, such tax shall be so taken into ac-
count in the taxable year referred to in such 
subsection (other than for purposes of section 
986(a)) as a foreign income tax paid or accrued 
in such taxable year. 

(d) Definitions 

For purposes of this section— 

(1) Foreign tax credit splitting event 

There is a foreign tax credit splitting event 
with respect to a foreign income tax if the re-
lated income is (or will be) taken into account 
under this chapter by a covered person. 

(2) Foreign income tax 

The term ‘‘foreign income tax’’ means any 
income, war profits, or excess profits tax paid 
or accrued to any foreign country or to any 
possession of the United States. 

(3) Related income 

The term ‘‘related income’’ means, with re-
spect to any portion of any foreign income 
tax, the income (or, as appropriate, earnings 
and profits) to which such portion of foreign 
income tax relates. 

(4) Covered person 

The term ‘‘covered person’’ means, with re-
spect to any person who pays or accrues a for-
eign income tax (hereafter in this paragraph 
referred to as the ‘‘payor’’)— 

(A) any entity in which the payor holds, 
directly or indirectly, at least a 10 percent 
ownership interest (determined by vote or 
value), 

(B) any person which holds, directly or in-
directly, at least a 10 percent ownership in-
terest (determined by vote or value) in the 
payor, 

(C) any person which bears a relationship 
to the payor described in section 267(b) or 
707(b), and 

(D) any other person specified by the Sec-
retary for purposes of this paragraph. 

(5) Section 902 corporation 

The term ‘‘section 902 corporation’’ means 
any foreign corporation with respect to which 
one or more domestic corporations meets the 
ownership requirements of subsection (a) or 
(b) of section 902. 

(e) Regulations 

The Secretary may issue such regulations or 
other guidance as is necessary or appropriate to 
carry out the purposes of this section, including 
regulations or other guidance which provides— 

(1) appropriate exceptions from the provi-
sions of this section, and 

(2) for the proper application of this section 
with respect to hybrid instruments. 

(Added Pub. L. 111–226, title II, § 211(a), Aug. 10, 
2010, 124 Stat. 2394.) 
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EFFECTIVE DATE 

Pub. L. 111–226, title II, § 211(c), Aug. 10, 2010, 124 Stat. 
2395, provided that: ‘‘The amendments made by this 
section [enacting this section] shall apply to— 

‘‘(1) foreign income taxes (as defined in section 
909(d) of the Internal Revenue Code of 1986, as added 
by this section) paid or accrued in taxable years be-
ginning after December 31, 2010; and 

‘‘(2) foreign income taxes (as so defined) paid or ac-
crued by a section 902 corporation (as so defined) in 
taxable years beginning on or before such date (and 
not deemed paid under section 902(a) or 960 of such 
Code on or before such date), but only for purposes of 
applying sections 902 and 960 with respect to periods 
after such date. 

Section 909(b)(2) of the Internal Revenue Code of 1986, 
as added by this section, shall not apply to foreign in-
come taxes described in paragraph (2).’’ 

SUBPART B—EARNED INCOME OF CITIZENS OR 
RESIDENTS OF UNITED STATES 

Sec. 

911. Citizens or residents of the United States liv-
ing abroad. 

912. Exemption for certain allowances. 
[913. Repealed.] 

AMENDMENTS 

1981—Pub. L. 97–34, title I, §§ 111(b)(1), 112(b)(1), Aug. 
13, 1981, 95 Stat. 194, 195, substituted ‘‘Citizens or resi-
dents of the United States living abroad’’ for ‘‘Income 
earned by individuals in certain camps or from chari-
table services’’ in item 911 and struck out item 913 ‘‘De-
duction for certain expenses of living abroad’’. 

1980—Pub. L. 96–595, § 4(c)(2), Dec. 24, 1980, 94 Stat. 
3467, inserted ‘‘or from charitable services’’ after 
‘‘camps’’ in item 911. 

1978—Pub. L. 95–615, §§ 202(g)(2), (3), 203(c), formerly 
§§ 202(f)(2), (3), 203(c), Nov. 8, 1978, 92 Stat. 3100, 3106, re-
numbered Pub. L. 96–222, title I, § 108(a)(1)(A), Apr. 1, 
1980, 94 Stat. 223, inserted in subpart heading ‘‘or Resi-
dents’’ after ‘‘Citizens’’, substituted in item 911 ‘‘In-
come earned by individuals in certain camps’’ for 
‘‘Earned income from sources without the United 
States’’, and added item 913. 

§ 911. Citizens or residents of the United States 
living abroad 

(a) Exclusion from gross income 

At the election of a qualified individual (made 
separately with respect to paragraphs (1) and 
(2)), there shall be excluded from the gross in-
come of such individual, and exempt from tax-
ation under this subtitle, for any taxable year— 

(1) the foreign earned income of such indi-
vidual, and 

(2) the housing cost amount of such individ-
ual. 

(b) Foreign earned income 

(1) Definition 

For purposes of this section— 

(A) In general 

The term ‘‘foreign earned income’’ with re-
spect to any individual means the amount 
received by such individual from sources 
within a foreign country or countries which 
constitute earned income attributable to 
services performed by such individual during 
the period described in subparagraph (A) or 
(B) of subsection (d)(1), whichever is applica-
ble. 

(B) Certain amounts not included in foreign 
earned income 

The foreign earned income for an individ-
ual shall not include amounts— 

(i) received as a pension or annuity, 
(ii) paid by the United States or an agen-

cy thereof to an employee of the United 
States or an agency thereof, 

(iii) included in gross income by reason 
of section 402(b) (relating to taxability of 
beneficiary of nonexempt trust) or section 
403(c) (relating to taxability of beneficiary 
under a nonqualified annuity), or 

(iv) received after the close of the tax-
able year following the taxable year in 
which the services to which the amounts 
are attributable are performed. 

(2) Limitation on foreign earned income 

(A) In general 

The foreign earned income of an individual 
which may be excluded under subsection 
(a)(1) for any taxable year shall not exceed 
the amount of foreign earned income com-
puted on a daily basis at an annual rate 
equal to the exclusion amount for the cal-
endar year in which such taxable year be-
gins. 

(B) Attribution to year in which services are 
performed 

For purposes of applying subparagraph (A), 
amounts received shall be considered re-
ceived in the taxable year in which the serv-
ices to which the amounts are attributable 
are performed. 

(C) Treatment of community income 

In applying subparagraph (A) with respect 
to amounts received from services performed 
by a husband or wife which are community 
income under community property laws ap-
plicable to such income, the aggregate 
amount which may be excludable from the 
gross income of such husband and wife under 
subsection (a)(1) for any taxable year shall 
equal the amount which would be so exclud-
able if such amounts did not constitute com-
munity income. 

(D) Exclusion amount 

(i) In general 

The exclusion amount for any calendar 
year is the exclusion amount determined 
in accordance with the following table (as 
adjusted by clause (ii)): 

For calendar year— The exclusion 
amount is— 

1998 ................................................. $72,000
1999 ................................................. 74,000
2000 ................................................. 76,000
2001 ................................................. 78,000
2002 and thereafter .......................... 80,000. 

(ii) Inflation adjustment 

In the case of any taxable year beginning 
in a calendar year after 2005, the $80,000 
amount in clause (i) shall be increased by 
an amount equal to the product of— 

(I) such dollar amount, and 
(II) the cost-of-living adjustment de-

termined under section 1(f)(3) for the cal-
endar year in which the taxable year be-
gins, determined by substituting ‘‘2004’’ 
for ‘‘1992’’ in subparagraph (B) thereof. 

If any increase determined under the pre-
ceding sentence is not a multiple of $100, 
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