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Department of the Treasury
Internal Revenue Service2009

Instructions for Form 1116
Foreign Tax Credit
(Individual, Estate, or Trust)

Section references are to the Internal K-1 (Form 1041), Schedule K-1 (Form See Foreign Taxes Eligible for a
Revenue Code unless otherwise noted. 1065), Schedule K-1 (Form 1065-B), Credit on page 2 to determine if the

Schedule K-1 (Form 1120S), or similar taxes you paid or accrued qualify for
substitute statements. the credit.
• Your total creditable foreign taxes areWhat’s New Do not use Form 1116 to figure a
not more than $300 ($600 if married credit for taxes paid to the U.S. Virgin
filing a joint return).Foreign oil and gas income. Islands. Instead, use Form 8689,

Beginning in 2009, taxes on foreign oil Allocation of Individual Income Tax toThis election is not available torelated income will be subject to the the U.S. Virgin Islands.estates or trusts.same rules that apply to taxes on Nonresident aliens. If you are aforeign oil and gas extraction income in If you make this election: nonresident alien, you generally cannotdetermining the amount allowed as a • You cannot carry over to any other take the credit. However, you may beforeign tax credit. For more information, year any foreign taxes paid or accrued able to take the credit if:see Taxes on combined foreign oil and in a tax year to which the election • You were a resident of Puerto Ricogas income under Line 12 on page 15. applies (but carryovers to and from during your entire tax year, or
other years are unaffected). See the • You pay or accrue tax to a foreign
instructions for line 10 on page 15. country or U.S. possession on incomeGeneral Instructions • You are still required to take into from foreign sources that is effectively
account the general rules for connected with a trade or business inElection To Claim the determining whether a tax is creditable. the United States. But if you must pay
See Foreign Taxes Eligible for a Credit tax to a foreign country or U.S.Foreign Tax Credit and Foreign Taxes Not Eligible for a possession on income from U.S.
Credit on page 2.Without Filing Form 1116 sources only because you are a citizen• You are still required to reduce the or a resident of that country or U.S.You may be able to claim the foreign taxes available for credit by any amount possession, do not use that tax intax credit without filing Form 1116. By you would have entered on line 12 of figuring the amount of your credit.making this election, the foreign tax Form 1116. See the instructions forcredit limitation (lines 14 through 20 of See section 906 for more informationLine 12 on page 15.the form) will not apply to you. This on the foreign tax credit allowed to a

election is available only if you meet all nonresident alien individual.To make the election, just enter on
of the following conditions. the foreign tax credit line of your tax

return (for example, Form 1040, line 47) Credit or Deduction• All of your foreign source gross the smaller of (a) your total foreign tax Instead of claiming a credit for eligibleincome was “passive category income” or (b) your regular tax (for example, foreign taxes, you can choose to(which includes most interest and Form 1040, line 44). deduct foreign income taxes. Formdividends) (see page 3). However, for
1040 filers choosing to do so wouldthis purpose, passive income also Purpose of Form deduct foreign income taxes onincludes (a) income subject to the
Schedule A (Form 1040), Itemizedspecial rule for high-taxed income Who should file. File Form 1116 to
Deductions. Generally, if you take thedescribed on page 3, and (b) certain claim the foreign tax credit if the
credit for any eligible foreign taxes, youexport financing interest. election above does not apply and:
cannot take any part of that year’s• All the income and any foreign taxes • You are an individual, estate, or trust,
foreign taxes as a deduction. However,paid on it were reported to you on a and
even if you take the credit for eligiblequalified payee statement. Qualified • You paid or accrued certain foreign
foreign taxes for the year, you can takepayee statements include Form taxes to a foreign country or U.S.
a deduction for:1099-DIV, Form 1099-INT, Schedule possession. • Foreign taxes not allowed as a credit
because of boycott provisions.

Tax Help • Taxes paid to certain foreign
countries for which a credit has been
denied, as described in item (2) underFor more information about, or assistance with figuring, the foreign tax credit, the following
Foreign Taxes Not Eligible for a CreditIRS resources are available.
on page 2.

IRS Contacts • Call 1-800-829-1040 (in U.S. and Puerto Rico). • Taxes on income or gain that are not
creditable because you do not meet the• Call 215-516-2000 (overseas) (not toll free).
holding period requirement, as• Contact IRS offices at U.S. Embassies in Beijing, London, described in item (3) or (5) underParis, or the U.S. consulate in Frankfurt. Foreign Taxes Not Eligible for a Credit

• Write to Internal Revenue Service, International Section, on page 2.
P.O. Box 920, Bensalem, PA 19020-8518. • Taxes on income or gain that are not

creditable because you have to make
Publications • Pub. 54, Tax Guide for U.S. Citizens and Resident Aliens related payments, as described in item

Abroad. (4) or (6) under Foreign Taxes Not
• Pub. 514, Foreign Tax Credit for Individuals. Eligible for a Credit on page 2.

• Certain taxes paid or accrued to a• Pub. 519, U.S. Tax Guide for Aliens.
foreign country in connection with the• Pub. 570, Tax Guide for Individuals With Income From U.S. purchase or sale of oil or gas extractedPossessions. in that country, as described in item (8)

• Pub. 575, Pension and Annuity Income. under Foreign Taxes Not Eligible for a
Credit on page 2.

Cat. No. 11441F
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If you want to change your election receive. You cannot claim a foreign tax country in which there is cumulative
to take a deduction instead of a credit, credit for the withholding tax on these inflation during the 36 calendar months
or a credit instead of a deduction, you dividends. immediately preceding the last day of
must do so within a special 10-year 5. Foreign taxes withheld on income the calendar year of at least 30%, as
limitation period. See Pub. 514 for more or gain (other than dividends) from determined by reference to the
information. property if you have not held the consumer price index of the country

property for at least 16 days within the listed in the monthly issues of
31-day period that begins 15 days International Financial Statistics, or aForeign Taxes Eligible
before the date on which the right to successor publication, of thefor a Credit receive the payment arises. See International Monetary Fund.
section 901(l) or Pub. 514.You can take a credit for income, war Election to use exchange rate on6. Foreign taxes withheld on incomeprofits, and excess profits taxes paid or date paid. If you have accrued foreignor gain (other than dividends) fromaccrued during your tax year to any taxes that you are otherwise required toproperty to the extent you have to makeforeign country or U.S. possession, or convert using the average exchangerelated payments on positions in similarany political subdivision (for example, rate, you can elect to use the exchangeor related property.city, state, or province), agency, or rate in effect on the date the foreign7. Payments of foreign tax that areinstrumentality of the country or taxes are paid if the taxes arereturned to you in the form of a subsidy.possession. This includes taxes paid or denominated in a foreign currency. If8. Taxes paid or accrued to aaccrued in lieu of a foreign or any of the accrued taxes are unpaid,foreign country in connection with thepossession income, war profits, or you must translate them into U.S.purchase or sale of oil or gas extractedexcess profits tax that is otherwise dollars using the exchange rate on thein that country if you do not have angenerally imposed. For purposes of the last day of the U.S. tax year to whicheconomic interest in the oil or gas, andcredit, U.S. possessions include Puerto those taxes relate. Once made, thethe purchase price or sales price isRico and American Samoa. election applies to the tax year fordifferent from the fair market value of U.S. citizens living in certain treaty which made and all subsequent taxthe oil or gas at the time of thecountries may be able to take an years unless revoked with the consentpurchase or sale.additional foreign tax credit for foreign of the IRS. It must be made by the due9. Foreign taxes paid or accrued ontax imposed on certain items of income date (including extensions) for filing theincome for which you are claiming anfrom the United States. See Tax tax return for the first tax year to whichexclusion on Form 8873, ExtraterritorialTreaties in Pub. 514 for details. If this the election applies. Make the electionIncome Exclusion. However, seeapplies to you, use the worksheet near by attaching a statement to thesection 943(d) for an exception forthe back of Pub. 514 to help you figure applicable tax return.certain withholding taxes.this additional credit. Special rules for a qualified business

unit.  If you have a qualified businessYou cannot take a credit for anyForeign Taxes Not unit, see Pub. 514 for special rules forinterest or penalties you must pay.
converting foreign income and taxesEligible for a Credit
into U.S. dollars. You may have aForeign CurrencyYou cannot take a credit for the qualified business unit if you own andfollowing foreign taxes. Conversion operate a business or are

1. Taxes paid to a foreign country self-employed in a foreign country.Report all amounts in U.S. dollarsthat you do not legally owe, including except where specified otherwise inamounts eligible for refund by the Part II. If you have to convert from Foreign Tax Creditforeign country. If you do not exercise foreign currency, attach a detailedyour available remedies to reduce the Redeterminationsexplanation of how you figured theamount of foreign tax to what you conversion rate. If you claim a credit for foreign taxeslegally owe, a credit for the excess paid, and you receive a refund of all orIf you take a credit for taxes paid, theamount is not allowed. part of those taxes in a later year, youconversion rate is the rate of exchangeExample. Country X withholds $25 must file an amended return reducingin effect on the day you paid the foreignof tax from a payment made to you. the taxes credited by the amounttaxes (or on the day the tax wasUnder the income tax treaty between refunded.withheld). If you receive a refund ofthe United States and Country X, you foreign taxes paid, the conversion rate If you claim the foreign tax creditowe only $15 and can claim a refund is the rate in effect when you paid the based on foreign taxes accrued insteadfrom Country X for the other $10. Only taxes, not when you receive the refund. of foreign taxes paid, your credit must$15 is eligible for the foreign tax credit
be redetermined in any of the followingIf you choose to account for foreign(whether or not you apply for a refund).
situations.income taxes on an accrual basis, you2. Taxes imposed by and paid to

must generally use the average 1. Your accrued taxes when paidcertain foreign countries. These
exchange rate for the tax year to which differ from the amount you claimed as acountries are those designated by the
the taxes relate. However, you cannot credit.Secretary of State as countries that
do so if any of the following apply. 2. You do not pay the accrued taxesrepeatedly provide support for acts of

within 2 years after the close of the taxinternational terrorism, countries with 1. The foreign taxes are actually
year to which they relate.which the United States does not have paid more than 2 years after the close

diplomatic relations, or countries whose of the tax year to which they relate. If this applies to you, you must
governments are not recognized by the 2. The foreign taxes are actually reduce the credit previously claimed by
United States. Pub. 514 contains a list paid in a tax year prior to the year to the amount of the unpaid taxes. You
of these countries. which they relate. will not be allowed a credit for the

3. Foreign taxes withheld on a 3. The foreign tax liability is unpaid taxes until you pay them. When
dividend from a corporation, if you have denominated in any inflationary you pay the accrued taxes, you must
not held the stock for at least 16 days currency. translate them into U.S. dollars using
within the 31-day period that begins 15 the exchange rate as of the date theyAccrued foreign taxes not eligible fordays before the ex-dividend date. This were paid. The foreign tax credit isconversion at the yearly averagerequired holding period is greater for allowed for the year to which theexchange rate must be converted usingpreferred-stock dividends attributable to foreign tax relates. See Foreignthe exchange rate on the date ofperiods totaling more than 366 days. Currency Conversion earlier.payment of the tax. However, accruedSee section 901(k)(3) or Pub. 514. 3. After you pay the accrued taxes,but unpaid foreign taxes denominated4. Foreign taxes withheld on a you receive a full or partial refund ofin inflationary currency must bedividend to the extent that you have to them.translated into U.S. dollars using themake related payments on positions in 4. For taxes taken into accountexchange rate on the last day of thesimilar or related property. when accrued but translated into dollarsU.S. tax year to which those taxes

Example. You receive a dividend on the date of payment, the dollar valuerelate.
subject to foreign withholding tax. You of the accrued tax differs from the dollar
are obligated to pay someone else an Inflationary currency. Inflationary value of the tax paid because of
amount equal to all these dividends you currency means the currency of a fluctuations in the exchange rate
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between the date of accrual and the for labor or personal services • Gains from the sale of inventory or
date of payment. performed both inside and outside the depreciable property used in a trade or

United States, special rules apply in business. However, no redetermination is
determining the source of therequired if the change in foreign tax Financial services income. Incompensation. Compensation (otherliability for each foreign country is less general, financial services income isthan fringe benefits) is sourced on athan the smaller of: treated as general category income if ittime basis. Fringe benefits (such asa. $10,000, or is derived by a financial services entity.housing and education) are sourced onb. 2% of the total dollar amount of You are a financial services entity if youa geographical basis. Or you may bethe foreign tax initially accrued for that are predominantly engaged in theable to use an alternative basis toforeign country for the U.S. tax year. active conduct of a banking, insurance,determine the source. If you use anIn this case, you must adjust your financing, or similar business for anyalternative basis, you may have toU.S. tax in the tax year in which the taxable year. Financial services incomecheck the box on line 1b (discussed onaccrued foreign taxes are paid. of a financial services entity generallypage 13). See Pub. 514 for more includes income derived in the activeinformation.If any of the above situations occurs conduct of a banking, financing,

after you file your return, you must file insurance or similar business. FinancialCategories of IncomeForm 1040X, Amended U.S. Individual services income of a financial services
Income Tax Return, or other amended Use a separate Form 1116 to figure the entity also includes passive income and
return, to notify the IRS so that your credit for each category of foreign certain incidental income.
U.S. tax for the year or years affected source income listed above Part I of

If you qualify as a financial servicescan be redetermined. Complete and Form 1116. The following instructions
entity because you treat certain itemsattach to Form 1040X (or other tell you what kind of income to include
of income as active financing incomeamended return) a revised Form 1116 in each category. For more information,
under Regulations sectionfor the tax year(s) affected and a see Pub. 514, Code section 904, and
1.904-4(e)(2)(i)(Y), you must show thestatement that contains information Regulations sections 1.904-4 and
type and amount of each item on ansufficient for the IRS to redetermine 1.904-5.
attachment to Form 1116.your U.S. tax liability. See Pub. 514 for

a. Passive Category Incomemore information. High-taxed income. In some cases,
Passive category income consists ofAmended returns for all years passive income and taxes must be
passive income and specified passiveaffected by foreign tax redeterminations treated as general category income and
category income.that result in U.S. tax deficiencies and taxes. Generally, passive income and

that occurred in 2005, 2006, and 2007, taxes must be treated as general Passive category income does not
must be filed no later than the due date category income if the foreign taxesinclude gain from the sale of inventory
of your 2009 tax return (including you paid on the income (after allocationor property held primarily for sale to
extensions). of expenses) exceed the highest U.S.customers in the ordinary course of

tax that can be imposed on the income.your trade or business; gain fromIf you do not notify the IRS of a However, passive income that iscommodities hedging transactions; andforeign tax refund or change in financial services income is treated asactive business gains or losses ofthe dollar amount of foreignCAUTION
!

general category income regardless ofproducers, processors, merchants, ortaxes paid or accrued, you will have to whether it is high-taxed income. Seehandlers of commodities. It may alsopay a penalty unless you can show that Pub. 514 and Regulations sectionnot include dividends, interest, rents, orthe failure to notify the IRS is due to 1.904-4(c) for more information.royalties received from a controlledreasonable cause and not due to willful foreign corporation (CFC) in which youneglect. are a U.S. shareholder who owns 10% c. Section 901(j) Income
or more of the total voting power of all No credit is allowed for foreign taxesIncome From Sources classes of the corporation’s stock. imposed by and paid or accrued toOutside the certain sanctioned countries. However,Passive income. Passive income

income derived from each such countrygenerally includes dividends, interest,United States is subject to a separate foreign taxroyalties, rents, annuities, gain from the
Foreign source income generally credit limitation. Therefore, you mustsale of property that produces such
includes, but is not limited to, the use a separate Form 1116 for incomeincome or of non-income-producing
following. derived from each such country.investment property, and gains from• Compensation for services foreign currency or commodities These countries are thoseperformed outside the United States. transactions. Capital gains not related designated by the Secretary of State as• Interest income from a payer located to the active conduct of a trade or countries that repeatedly provideoutside the United States. business are also generally passive support for acts of international• Dividends from a corporation income. terrorism, countries with which theincorporated outside the United States. Passive income does not include United States does not have diplomatic• Gain on the sale of nondepreciable export financing interest, active relations, or countries whosepersonal property you sold while business rents and royalties, or governments are not recognized by themaintaining a tax home outside the high-taxed income (see High-taxed United States. Pub. 514 contains a listUnited States, if you paid a tax of at income on this page). of these countries.least 10% of the gain to a foreign

Specified passive category income.country. If you paid taxes to a country thatDividends from a DISC (domesticForeign source income generally ceased to be a sanctioned countryinternational sales corporation) ordoes not include gain realized on the during the tax year, see Pub. 514 forformer DISC to the extent they aresale or exchange of personal property details on how to figure the foreign taxtreated as foreign source income, andby a U.S. resident as defined in section credit for the period that begins aftercertain distributions from a former FSC865(g). the end of the sanctions.(foreign sales corporation) are specified
Special rules apply in determining passive category income. Presidential waiver. The President of

the source of income from the sale of the United States has the authority to
inventory; sale of depreciable property b. General Category Income waive the denial of the credit with
used in a trade or business; sale of General category income is income that respect to a sanctioned country if (a) it
intangible property such as a patent, is not passive category income or is in the national interest of the United
copyright, or trademark; ocean income described in categories c, d, States and will expand trade and
activities; and transportation services and e, discussed later. General investment opportunities for U.S.
that begin or end in the United States category income may include: companies in such sanctioned country,
or a U.S. possession. See Pub. 514 for • Wages, salary, and overseas and (b) the President reports to the
more information. allowances of an individual as an Congress, not less than 30 days before
Compensation for labor or personal employee. the waiver is granted, the intention to
services as an employee. If you are • Income earned in the active conduct grant such a waiver and the reason for
an employee and receive compensation of a trade or business. such waiver.

-3-Instructions for Form 1116 (2009)
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Since no credit is allowed for See, for example, article 24, paragraph Reporting Foreign Tax
taxes paid to sanctioned 1, of the treaty between France and the Information Fromcountries, you would generally United States.

TIP

Partnerships and Scomplete Form 1116 for this category
only through line 16. Corporationse. Lump-Sum Distributions

If you received a 2009 Schedule K-1You can take a foreign tax credit ford. Certain Income from a partnership or S corporation thattaxes you paid or accrued on a foreignRe-sourced by Treaty includes foreign tax information, use thesource lump-sum distribution from a
If a sourcing rule in an applicable rules below to report that information onpension plan. Special formulas may beincome tax treaty treats any of the Form 1116.used to figure a separate tax on aspecific types of income described qualified lump-sum distribution for the General Information forbelow as foreign source, and you elect year in which the distribution is Partners and S Corporationto apply the treaty, the income will be received. See Pub. 575 for more Shareholderstreated as foreign source. information.

Less-than-10% limited partners and• Certain gains (section 865(h)), or
certain less-than-10% S corporation• Certain income from a U.S.-owned If you are able to elect, and do elect,
shareholders. If you are a limitedforeign corporation (section 904(h)(10)). to figure your U.S. tax on a lump-sum
partner or an S corporation shareholderSee Regulations section 1.904-5(m)(7) distribution using Form 4972, Tax on
who does not actively participate in thefor an example. Lump-Sum Distributions, a separate
management of the S corporation andforeign tax credit limitation applies. UseImportant. You must compute a you own a less-than-10% interest (bya separate Form 1116. On thisseparate foreign tax credit limitation for value) in the partnership or Sseparate Form 1116, check box eany such income for which you claim corporation, you generally may assignabove Part I. Skip Part I. Complete Partbenefits under a treaty, using a exclusively to passive category incomeII showing only foreign taxes that areseparate Form 1116 for each amount of your distributive share of foreign sourceattributable to the lump-sumre-sourced income from a treaty income and deductions from thatdistribution. Then, complete thecountry. Add the amounts from line 21 partnership or S corporation. SeeWorksheet for Lump-Sum Distributionsof each separate Form 1116 and enter Regulations section 1.904-5(h)(2) foron this page to figure the amounts tothe total on line 24 of your summary more details and exceptions.Form 1116 (that is, the Form 1116 for enter in Part III.

which you are completing Part IV). In This rule takes precedence over
addition, you may be required to file the income category rules
Form 8833, Treaty-Based Return outlined in the instructions thatSpecial Rules CAUTION

!
Position Disclosure Under Section 6114 follow for line 16, codes C and D–F, (or
or 7701(b) for the re-sourced income. line 14, codes C and D–F) of theLook-Through Rules

Schedule K-1, and the apportionmentCertain income received or accrued byOther types of income that are of deductions rules outlined in theyou as a 10%-or-more U.S. shareholderre-sourced under the terms of instructions on page 5 for line 16,in a controlled foreign corporationan income tax treaty (for
TIP

codes H and I–K, (or line 14 codes H(CFC) is treated as income in one ofexample, compensation for services and I–K) of the Schedule K-1.the separate categories listed underperformed in the United States by a Reporting amounts on Form 1116.Categories of Income starting on pageU.S. citizen resident in a foreign Include amounts reported to you on3. For example, Subpart F inclusions,country) are not subject to a separate Schedule K-1 with any other amountsdividends, interest, rents, and royaltiesforeign tax credit limitation. However, reportable on Form 1116 using:from a CFC are treated as separatethe specific treaty may provide for other • A separate Form 1116 for eachcategory income to the extent they arerestrictions on the amount of income category of income.attributable to separate categorythat is re-sourced or the amount of • A separate column in Part I and aincome of the CFC. See Regulationscredit that is allowed with respect to separate line in Part II for each countrysection 1.904-5 for more information.foreign tax paid on re-sourced income. or possession.
Explanation of Certain Line
Items on Schedule K-1

Keep for Your
In each instance that follows,Worksheet for Lump-Sum Distributions Records
the first line reference is to the
Schedule K-1 for Form 1065

TIP
1. Enter the amount from Form 1116, line 8 . . . . . . . . . . . . . . . . . 1. and the second line reference is to the

Schedule K-1 for Form 1120S. (The2. Enter the sum of the amounts from Form 4972, lines 6 and 12, Schedule K-1 for Form 1065-B includesthat are from foreign sources. Also enter this amount all foreign tax information in box 9 or in
on Form 1116, line 16 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 2. an attachment for box 9.)

Line 16, code B, or line 14, code3. Enter the sum of the amounts from Form 4972, lines 6 and 12, B—Gross income from all sources.
that are from all sources (both U.S. and foreign). Also enter Combine your distributive share of
this amount on Form 1116, line 17 . . . . . . . . . . . . . . . . . . . . . . 3. “gross income from all sources” with all

of your other gross income and enter
4. Divide line 2 by line 3. Enter the result as a decimal (rounded the total on line 3e. “Gross income from

to at least four places) here and on Form 1116, line 18. If all sources” is a constant amount (that
is, you will enter the same amount online 2 is equal to or more than line 3, enter “1” . . . . . . . . . . . . . 4.
line 3e of all Forms 1116 that you file).

5. Enter the amount from Form 4972, line 30. Also include Line 16, code C, or line 14, code
this amount on Form 1116, line 19 . . . . . . . . . . . . . . . . . . . . . . 5. C—Gross income sourced at partner

or shareholder level. This line
Caution: Do not include the amount on line 5 above in the includes income from the sale of
tax you enter on line 19 of any other Form 1116 you eligible personal property (most

personal property other than inventory,are filing.
depreciable property, and certain

6. Multiply line 5 by line 4. Enter the result here and on intangible property). See Pub. 514 for
details.Form 1116, line 20 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 6.

Although all income reported to7. Enter the smaller of line 1 or line 6 here and on Form 1116, you on this line of the Schedule
line 21. To the left of line 21, write “LSD” . . . . . . . . . . . . . . . . . 7. K-1 has been apportioned toCAUTION

!
separate categories of income, you
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must nevertheless first determine corporation level. Income reported should not be entered on any line of
(using the rules below) whether the on this line has already been sourced Part I of Form 1116.
income on this line is U.S. source for you by the partnership or S Line 16, codes I, J, and K, or line 14,
income or foreign source income. Then, corporation. The partnership or S codes I, J, and K—Deductions
enter only foreign source income in Part corporation has reported this income to allocated and apportioned at
I of each of the applicable Forms 1116 you by country and by category of partnership or S corporation level to
(that is, those Forms 1116 for each income. Include these amounts in Part I foreign source income. The
category of income you received from of each of the applicable Forms 1116 partnership or S corporation has
the partnership or S corporation). (that is, those Forms 1116 for each already allocated these expenses to

category of income you received). foreign source income and has reportedUse the following rules to source the
them to you by country and by categoryincome reported to you on this line of You should disregard any
of income. Include these amounts onthe Schedule K-1. If you are a U.S. information shown on your
line 2 of each of the applicable Formsresident (as defined below), the income Schedule K-1 pertaining to

TIP

1116 (that is, those Forms 1116 foris U.S. source income. If you are a gross income attributable to a foreign
each category of income you received).nonresident (as defined below), the branch. It is intended only for corporate

income is foreign source income. partners preparing Form 1118. You should disregard any
Line 16, code G, or line 14, codeU.S. resident. A U.S. resident is a information shown on your
G—Interest expense. See theU.S. citizen or resident alien who does Schedule K-1 pertaining to

TIP

instructions for line 4b on page 14 tonot have a tax home in a foreign definitely allocable deductions
allocate and apportion the interestcountry or a nonresident alien who has attributable to a foreign branch. It is
expense shown on this line of Schedulea tax home in the United States. intended only for corporate partners
K-1. In applying those instructions, take preparing Form 1118.Tax home. Generally, your tax into account your distributive share of Line 16, codes L and M, or line 14,home is the general area of your main the partnership’s or S corporation’s codes L and M—Total foreign taxes.place of business, employment, or post gross income (for purposes of the The partnership or S corporation hasof duty, regardless of where you $5,000 threshold) or your pro rata already allocated and apportioned totalmaintain your family home. Your tax share of the partnership’s or S foreign taxes for you and has reportedhome is the place where you are corporation’s assets. However, if you them to you by country and by categorypermanently or indefinitely engaged to were a limited partner or an S of income. Include these amounts inwork as an employee or self-employed corporation shareholder who did not Part II of each of the applicable Formsindividual. If you do not have a regular actively participate in the management 1116 (that is, those Forms 1116 foror main place of business because of of the S corporation and your interest in each category of income you received).the nature of your work, then your tax the partnership or S corporation washome is the place where you regularly Line 16, code N, or line 14, codeless than 10%, see the next paragraph.live. If you do not fit either of these N—Reduction in taxes available forInclude interest expense that youcategories, you are considered an credit. The partnership or Sallocate to foreign source income onitinerant and your tax home is wherever corporation has already apportioned theline 4b of the applicable Form 1116. Doyou work. reduction in taxes available for creditnot enter in Part I of Form 1116 any

and has reported it to you by countryNonresident. A nonresident is any interest expense that you allocate to
and by category of income. Includeperson who is not a U.S. resident. U.S. U.S. source income.
these amounts on line 12 of each of thecitizens and resident aliens with a Less-than-10% limited partners applicable Forms 1116 (that is, thoseforeign tax home will not be treated as and certain less-than-10% S Forms 1116 for each category ofnonresidents for a sale of eligible corporation shareholders. If you are income you received).personal property unless a foreign tax a limited partner or an S corporation

of 10% or more was paid or accrued on shareholder (who does not actively Foreign Qualifiedthe gain on the sale (or, in the case of a participate in the management of the S
loss sale, a foreign tax of 10% or more corporation) and you own (directly or Dividends and Capitalwould have been paid had the sale indirectly) a less-than-10% interest (by
resulted in a gain). Gains (Losses)income) in the partnership or S

corporation, you may generally allocateNote. To help you with these rules, the If you have foreign source qualified
your distributive share of interestpartnership or S corporation has dividends or foreign source capital
expense from that partnership or Sspecifically identified the following. gains (including any foreign source
corporation to foreign or U.S. source• Gains on the sale of eligible personal capital gain distributions) or losses, you
income based on your distributive shareproperty for which a foreign tax of 10% may be required to make certain
of the gross foreign or U.S. sourceor more was paid or accrued. adjustments to those amounts before
income of that partnership or S• Losses on the sale of eligible taking them into account on line 1a
corporation. The interest expense youpersonal property for which a foreign (gross income) or line 5 (losses).
allocate to foreign source incometax of 10% or more would have been If you completed the Qualifiedgenerally may be apportionedpaid had the sale resulted in a gain. Dividends and Capital Gain Taxexclusively to passive category income. Worksheet in the instructions for yourInclude foreign source income in However, see Temporary Regulations tax return, and are not required to filePart I of the applicable Form 1116 (that section 1.861-9T(e)(4) for exceptions. Schedule D, see Qualified Dividendsis, the Form 1116 for each category of Line 16, code H, or line 14, code and Capital Gain Tax Worksheetincome provided to you for this line of H—Other expenses. This line (Individuals), next, to determine thethe Schedule K-1). Do not include in includes expenses (other than interest adjustments you may be required toPart I of Form 1116 income that you expense) of the partnership or S make. If you completed the Qualifieddetermined (using the above rules) to corporation that must be allocated and Dividends Tax Worksheet in thebe U.S. source income. apportioned at the partner or Instructions for Form 1041, see
shareholder level (for example,If the partnership or S Qualified Dividends Tax Worksheet
research and experimental expenses).corporation has specifically (Estates and Trusts), later, to determine

identified any capital gains or the adjustments you may be required toCombine your distributive share ofCAUTION
!

losses or unrecaptured section 1250 make. If you are required to filethese expenses with all of your other
gain on this line (Schedule K-1, line 16, Schedule D, see Schedule D Filers, onlike expenses, if any, and then allocate
code C, or line 14, code C) and you the next page, to determine theand apportion them using the
have determined that those gains or adjustments you may be required toapplicable rules (for example, for
losses are foreign source, see Foreign make.research and experimental expenses,
Qualified Dividends and Capital Gains the rules under Regulations section You can elect not to make the(Losses) on this page before entering 1.861-17(f)). adjustments to your qualified dividendsan amount in Part I of Form 1116. Include expenses that you allocate and capital gains if you qualify for the
Line 16, codes D, E, and F, or line 14, to foreign source income on line 2 of adjustment exception. See Adjustment
codes D, E, and F—Foreign gross the applicable Form 1116. Expenses exception under Qualified Dividends
income sourced at partnership or S that you allocate to U.S. source income and Capital Gain Tax Worksheet
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(Individuals), Qualified Dividends Tax c. $171,550 if you checked filing 0.4286 if the foreign source qualified
Worksheet (Estates and Trusts), and status box 1 or 2. dividends are taxed at a rate of 15%.
Schedule D Filers. 2. The amount of your foreign Include the results on line 1a.

source capital gain distributions, plus You adjust your foreign source
the amount of your foreign sourceQualified Dividends and qualified dividends taxed at the 0% rate
qualified dividends, is less thanCapital Gain Tax Worksheet by not including them on line 1a.
$20,000. Amounts taxed at the 0% rate are on(Individuals)

line 8 of the Qualified Dividends TaxHow to make adjustments. To adjustIf you completed the Qualified Worksheet.your foreign source qualified dividendsDividends and Capital Gain Tax
or capital gain distributions, multiplyWorksheet in your tax return Do not adjust the amount of any
your foreign source qualified dividendsinstructions and you do not have to file foreign source qualified
or capital gain distributions in eachSchedule D, you may have to adjust dividends that you elected toCAUTION

!
separate category by 0.4286 if thethe amount of your foreign source include on Form 4952, line 4g.
foreign source qualified dividends orqualified dividends and capital gain No adjustment required. If you arecapital gain distributions are taxed at adistributions. not required to make adjustments torate of 15%. Include the results on line your foreign source qualified dividendsForm 1040 filers. You must adjust the 1a of the applicable Form 1116. (or you qualify for the adjustmentamount of your foreign source qualified

You adjust your foreign source exception and you elected not to adjustdividends and capital gain distributions
qualified dividends or capital gain these dividends), include your foreignif both of the following apply:
distributions taxed at the 0% rate by source qualified dividends on line 1a of• Line 7 of the Qualified Dividends and
not including them on line 1a. Amounts the applicable Form 1116 withoutCapital Gain Tax Worksheet is greater
taxed at the 0% rate are on line 10 of adjustment.than zero.
the Qualified Dividends and Capital• Line 16 of the Qualified Dividends Schedule D FilersGain Tax Worksheet in the Form 1040and Capital Gain Tax Worksheet is less
instructions and line 8 of the Qualified Note. Throughout these instructions,than line 17 of that worksheet.
Dividends and Capital Gain Tax references to Schedule D (Form 1041)Form 1040NR filers. You must adjust Worksheet in the Form 1040NR are for estates and trusts only.

the amount of your foreign source instructions. Adjustments to foreign qualifiedqualified dividends and capital gain
dividends. If you are required to fileDo not adjust the amount of anydistributions if both of the following
Schedule D (Form 1040, or Formforeign source qualifiedapply:
1041), you must adjust the amount ofdividends or capital gain• Line 5 of the Qualified Dividends and CAUTION

!
your foreign source qualified dividendsdistributions that you elected to includeCapital Gain Tax Worksheet is greater
that you include on line 1a of Formon Form 4952, line 4g.than zero.
1116 if one of the following applies to• Line 14 of the Qualified Dividends No adjustments required. If you are
you.and Capital Gain Tax Worksheet is less not required to adjust the amount of

than line 15 of that worksheet. 1. You figured your tax using theyour foreign source qualified dividends
Qualified Dividends and Capital Gainor capital gain distributions, or youAdjustment exception. If you qualify Tax Worksheet in the Form 1040qualify for the adjustment exception andfor the adjustment exception, you can instructions, line 7 of that worksheet iselect not to adjust these items, includeelect not to adjust your foreign source greater than zero, and line 16 of thatthe amount of your foreign sourcecapital gain distributions and qualified worksheet is less than line 17.qualified dividends and capital gaindividends. You make this election by 2. You figured your tax using thedistributions in each separate categorynot adjusting these items. If you make Qualified Dividends and Capital Gain(without adjustment) on line 1a of thethis election, you must elect not to Tax Worksheet in the Form 1040NRapplicable Form 1116.adjust any of your foreign source instructions, line 5 of that worksheet isqualified dividends or capital gain Qualified Dividends Tax greater than zero, and line 14 of thatdistributions. worksheet is less than line 15.Worksheet (Estates and

3. You figured your tax usingAdjustment exception for Form Trusts) Schedule D (Form 1041), line 23 of1040 filers.  You qualify for the
If you completed the Qualified Schedule D is greater than zero, andadjustment exception if you meet both
Dividends Tax Worksheet in the line 32 of Schedule D is less than lineof the following requirements.
Instructions for Form 1041, you must 33.1. Line 7 of the Qualified Dividends adjust the amount of your foreign 4. You figured your tax using theand Capital Gain Tax Worksheet does source qualified dividends if: Schedule D Tax Worksheet (in thenot exceed: • Line 5 of the Qualified Dividends Tax Schedule D (Form 1040) instructions ora. $208,850 if married filing jointly or Worksheet is greater than zero, and in the Schedule D (Form 1041)qualifying widow(er), • Line 14 of the Qualified Dividends instructions), line 17 of the Schedule Db. $104,425 if married filing Tax Worksheet is less than line 15 of Tax Worksheet is greater than zero,separately, that worksheet. and line 34 of the Schedule D Taxc. $171,550 if single, or Worksheet is less than line 35.Adjustment exception. If youd. $190,200 if head of household. qualify for the adjustment exception,2. The amount of your foreign Adjustment exception. If youyou can elect not to adjust your foreignsource capital gain distributions, plus qualify for the adjustment exception,source qualified dividends. You makethe amount of your foreign source you can elect not to adjust your foreignthis election by not adjusting thesequalified dividends, is less than source qualified dividends. You makedividends. If you make this election,$20,000. For this purpose, ignore any this election by not adjusting theseyou must elect not to adjust any of yourcapital gain distributions or qualified dividends or your foreign capital gainsforeign source qualified dividends. Youdividends you elected to include on (or losses). If you make this election,qualify for the adjustment exception if:Form 4952, line 4g. you must elect not to adjust any of your1. Line 5 of the Qualified Dividends foreign source qualified dividends. YouTax Worksheet does not exceedAdjustment exception for Form qualify for the adjustment exception if$8,200, and1040NR filers. If you file Form the amount of your foreign source net2. The amount of foreign source1040NR, you qualify for the adjustment capital gain, plus the amount of yourqualified dividends reported on Formexception if you meet both of the foreign source qualified dividends, is1041, line 2b(2), is less than $20,000.following requirements. less than $20,000 and one of theFor this purpose, ignore any qualified1. Line 5 of the Qualified Dividends following applies to you.dividends you elected to include onand Capital Gain Tax Worksheet does 1. Line 7 of the Qualified DividendsForm 4952, line 4g.not exceed: and Capital Gain Tax Worksheet in the

a. $208,850 if you checked filing How to make adjustment. To adjust Form 1040 instructions or line 17 of the
status box 6, your foreign source qualified dividends, Schedule D Tax Worksheet in the

b. $104,425 if you checked filing multiply your foreign source qualified Schedule D (Form 1040) instructions is
status box 3, 4, or 5, or dividends in each separate category by less than or equal to:
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a. $208,850 if married filing jointly or Do not adjust the amount of any include on Form 4952, line 4g, is zero
qualifying widow(er), foreign source qualified or less, (b) line 7 of that worksheet is

b. $104,425 if married filing dividends that you elected to zero, or (c) line 16 of that worksheet isCAUTION
!

separately, include on Form 4952, line 4g. equal to or greater than line 17.
c. $171,550 if single, or • You figured your tax using theNo adjustment required. If youd. $190,200 if head of household. Qualified Dividends and Capital Gainare not required to adjust your foreign2. Line 5 of the Qualified Dividends Tax Worksheet in the Form 1040NRsource qualified dividends (or youand Capital Gain Tax Worksheet in the instructions and (a) line 3 of thatqualify for the adjustment exception andForm 1040NR instructions or line 17 of worksheet is zero, (b) line 5 of thatelect not to adjust these dividends),the Schedule D Worksheet in the worksheet is zero, or (c) line 14 of thatinclude on line 1a of Form 1116 the fullSchedule D (Form 1040) instructions is worksheet is equal to or greater thanamount of foreign source qualifiedless than or equal to: line 15.dividends without adjustment.a. $208,850 if you checked filing • You figured your tax using Schedule

status box 6, Adjustments to foreign capital gains D (Form 1041) and (a) line 23 of
b. $104,425 if you checked filing and losses. You must use Worksheet Schedule D is zero, (b) line 18 of

status box 3, 4, or 5, or A, Worksheet B, or the instructions for Schedule D minus the amount on Form
c. $171,550 if you checked filing Capital Gains and Losses in Pub. 514 4952, line 4e, that you elected to

status box 1 or 2. to determine the adjustments you must include on Form 4952, line 4g, is zero
3. Line 23 of Schedule D (Form make to your foreign capital gains or or less, or (c) line 32 is equal to or

1041) or line 17 of the Schedule D Tax losses. Read the instructions below to greater than line 33.
Worksheet in the Schedule D (Form see if you qualify to use Worksheet A or • You figured your tax using the1041) instructions is less than or equal Worksheet B. If you do not qualify to Schedule D Tax Worksheet (in theto $8,200. use Worksheet A or Worksheet B, use Schedule D (Form 1040) instructions or

the instructions for Capital Gains and in the Schedule D (Form 1041)Note. Your foreign source net Losses in Pub. 514 to determine the instructions) and (a) line 17 is zero, (b)capital gain is the excess of your net adjustments you must make. line 9 is zero or less, or (c) line 34 islong-term capital gain from foreign
equal to or greater than line 35.sources over your net short-term capital Before you complete Worksheetloss from foreign sources. Ignore any A or Worksheet B, you must Complete Worksheet A only once,long-term capital gains you elected to reduce each foreign source even if you have capital gains or lossesCAUTION

!
include on Form 4952, line 4g, in long-term capital gain by the amount of in two separate categories. Keep thedetermining your foreign source net that gain you elected to include on completed Worksheet A for yourcapital gain. Ignore any qualified Form 4952, line 4g. The gain you records. Do not file Worksheet A withdividends you elected to include on elected to include on Form 4952, line your tax return.Form 4952, line 4g, in determining the 4g, must be entered directly on line 1aamount of your foreign source qualified of the applicable Form 1116 without Capital losses are deductible only updividends. adjustment. to $3,000 of ordinary income.How to make adjustment. To
adjust your foreign source qualified Worksheet A. You can use Worksheet B. If you do not qualifydividends, multiply your foreign source Worksheet A on page 8 to determine to use Worksheet A, use Worksheet Bqualified dividends in each separate the adjustments you must make to your on page 9 to determine the adjustmentscategory by 0.4286 if the foreign source foreign source capital gains or losses if you must make to your foreign sourcequalified dividends are taxed at a rate you have foreign source capital gains capital gains or losses if:of 15%. Include the results on line 1a of or losses in no more than two separate • You have foreign source capitalthe applicable Form 1116. categories and any of the following gains or losses in no more than twoapply.You adjust your foreign source separate categories,• You qualify for the adjustmentqualified dividends taxed at the 0% rate • You did not complete theexception discussed earlier underby not including them on line 1a. Unrecaptured Section 1250 GainAdjustments to foreign qualifiedAmounts taxed at the 0% rate are on Worksheet or the 28% Rate Gaindividends under Schedule D Filers andthe following line of the worksheet or Worksheet in the Schedule Dyou did not make any adjustments toschedule you completed. instructions, andyour foreign qualified dividends (if any).1. Line 10 of the Qualified Dividends • You do not have any capital gains• Line 15 or 16 of Schedule D (Formand Capital Gain Tax Worksheet in the taxed at a rate of 0%.1040) (line 14a or 15 of Schedule DForm 1040 instructions.

(Form 1041)) is zero or a loss.2. Line 8 of the Qualified Dividends Complete Worksheet B only once,• You figured your tax using theand Capital Gain Tax Worksheet in the even if you have capital gains or lossesQualified Dividends and Capital GainForm 1040NR instructions. in two separate categories. Keep theTax Worksheet in the Form 10403. Line 19 of the Schedule D Tax completed Worksheet B for yourinstructions and (a) line 3 of thatWorksheet. records. Do not file Worksheet B withworksheet minus the amount on Form4. Line 26 of Schedule D (Form your tax return.4952, line 4e, that you elected to1041).
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Keep for Your
Worksheet A (See instructions below) Records

Category #1 Category #2

Specify �

1. Separate category capital gain or (loss) . . . . . . . . . . . . . . . 1.

2. Foreign source capital gain net income . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 2.

3. Capital gain net income . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 3.

4. Total U.S. capital loss adjustment . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 4.

5. Adjusted separate category capital gain . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 5.

6. U.S. capital loss adjustment factor. (For each separate
category, divide line 1 by line 2 and round off the result
to at least four decimal places.) . . . . . . . . . . . . . . . . . . . . . 6.

7. U.S. capital loss adjustment. (For each separate category,
multiply line 4 by line 6.) . . . . . . . . . . . . . . . . . . . . . . . . . . 7.

8. Adjusted separate category capital gain. (For each
separate category, subtract line 7 from line 1. Enter
the result here and include the result on line 1a of the
applicable Form 1116.) . . . . . . . . . . . . . . . . . . . . . . . . . . . 8.

Instructions for Worksheet A

Line 1. For each separate category for which you have foreign source capital gains or losses, combine your foreign source
capital gains and losses in that separate category and enter the result on line 1. Show a loss on line 1 of this worksheet as a
negative amount and include the loss on line 5 of the Form 1116 you are filing for that separate category.

Line 2. Combine the amounts entered on line 1. If the result is zero or less, do not complete the rest of the worksheet.
Instead, for each separate category with a positive amount on line 1 of this worksheet, include that positive amount on line 1a
of the Form 1116 you are filing for that separate category.

Line 3. Enter the amount from line 16 of Schedule D (Form 1040), less the portion of net capital gain you included on Form
4952, line 4g. If the result is zero or less, enter -0-.

Estates and trusts: Enter the amount from line 15 of Schedule D (Form 1041), less any amount shown on line 21 of that
Schedule D. If the result is zero or less, enter -0-.

Line 4. Subtract line 3 from line 2 and enter the result on line 4. If the result is zero or less, do not complete the rest of the
worksheet. Instead, for each separate category with a positive amount on line 1 of this worksheet, include that positive
amount on line 1a of the Form 1116 you are filing for that separate category.

Line 5.
• If both separate categories have a positive amount on line 1, skip line 5 and go to line 6.
• If only one separate category has a positive amount on line 1, subtract line 4 from that positive amount. Enter the result
here and include the result on line 1a of the Form 1116 you are filing for that separate category. Skip lines 6–8 of this
worksheet.
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Keep for Your
Worksheet B (See instructions below) Records

Category #1 Category #2

Specify �____________ Specify �__________

(1) (2) (3) (4) (5)
Short-Term Long-Term Short-Term Long-Term Other

(15%) (15%)

1. Separate category rate
group capital gain or (loss)

2. U.S. capital loss adjustment
amount

3. Subtotal (subtract line 2
from line 1 gain amounts)

4. Net U.S. long-term capital
loss

5. U.S. long-term capital loss
adjustment

6. Excess net U.S. long-term
capital loss

7. Long-term capital gain (or
adjustment amount)

8. Limitation percentage

9. Long-term limitation
amounts

10. Adjustment amounts

11. Rate differential
adjustments

12. Long-term gains

13. Rate differential adjustment

14. Long-term gain

15. Adjusted separate category
capital gains and losses
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Instructions for Worksheet B
Line 1. For each separate category:
• Combine your foreign source short-term capital gains and losses and enter the result in column (1) or (3).
• Combine your foreign source long-term capital gains and losses and enter the result in column (2) or (4).

Line 2. Complete the Line 2 Worksheet on page 11 for each column on line 1 with a gain.

Line 4. Enter your net long-term capital loss (if any) from U.S. sources. To determine this amount, subtract your long-term
capital losses from U.S. sources from your long-term capital gains from U.S. sources. Enter the loss (if any) as a positive
amount in column (5). If you do not have a loss, leave line 4 blank and skip lines 5 through 14.

Line 5. Combine the amounts (if any) from columns (2) and (4) on line 2. Enter the result in column (5). If you do not have
any amount entered in either column, enter -0- in column (5).

Line 6. Subtract line 5 from line 4. Enter the result in column (5). If the result is zero or less, leave line 6 blank and skip lines
7 through 14 of this worksheet.

Line 7.
• If you entered an amount in either column (2) or (4) (but not both) of line 3, subtract line 6 from the amount entered in either
column (2) or (4) of line 3. Enter the result in column (2) or (4) on line 7 and skip lines 8 through 12.
• If you entered amounts in both columns (2) and (4) on line 3, combine those amounts and enter the result in column (5) on
line 7.

Line 8. Divide each amount on line 3 by line 7 and enter the results on line 8. Round off each result to at least four decimal
places.

Line 9. Multiply each decimal amount on line 8 by line 6 and enter the results in the appropriate columns on line 9.

Line 10. Subtract line 9, column (2) from line 3, column (2) and enter the result on line 10, column (2). Subtract line 9, column
(4) from line 3, column (4) and enter the result on line 10, column (4).

Line 11. Multiply each amount on line 10 by 0.4286 and enter the results here.

Line 12. Combine line 11, column (2) with line 9, column (2) and enter the result on line 12, column (2) . Combine line 11,
column (4) with line 9, column (4) and enter the result on line 12, column (4). Include the amounts on line 1a of the applicable
Form 1116. Skip lines 13 and 14.

Line 13. Multiply the amount on line 7 by 0.4286 and enter the result here in the applicable column.

Line 14. Combine line 6 and line 13 and enter the result here. Include the result on line 1a of the applicable Form 1116.

Line 15.
If you have a:
• Short-term gain shown in column (1) or (3) of line 3, enter the amount of that short-term gain on line 15, column (1) or (3).
• Long-term gain shown in column (2) or (4) of line 3, and line 6 is blank, multiply the amount of each gain by 0.4286 and
enter the result on line 15, column (2) or (4).
• Short-term loss in any column of line 1, complete the Line 15 Worksheet on page 12 for each column with a loss.
• Long-term loss in column (2) or (4) of line 1, multiply the amount of the loss by 0.4286 and enter the result on line 15 in the
appropriate column.

After you have completed line 15:
• Include line 15 gain amounts on line 1a of the applicable Form 1116.
• Include line 15 loss amounts on line 5 of the applicable Form 1116.
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Line 2 Worksheet (For Line 2 of Worksheet B) Keep for Your
(See instructions below) Records

Category #1 Category #2

Specify �

1. Separate category rate group
gain (or loss) . . . . . . . . . . . . . . 1.

Short-Term Long-Term Short-Term Long-Term

2. Separate category gain (or loss) 2.

3. Foreign source capital gain net income . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 3.

4. Capital gain net income . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 4.

5. Total U.S. capital loss adjustment . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 5.

6. Separate category adjustment . . 6.

7. Rate Group Factor . . . . . . . . . . 7.

8. Rate Group Adjustment . . . . . . 8.

Instructions for Line 2 Worksheet

Line 1. Enter your gains and losses from line 1 of Worksheet B. Enter a loss as a negative amount (in parentheses).

Line 2. For each separate category, combine the amounts from line 1. Enter a loss as a negative amount (in parentheses).

Line 3. Combine the amounts from line 2 of this worksheet. If the result is zero or less, stop here. Do not enter any amount
on line 2 of Worksheet B.

Line 4. Enter the amount from line 16 of the Schedule D (Form 1040), less the portion of net capital gain you included on
Form 4952, line 4g. If the amount entered on line 4 is zero or less, stop here. Do not continue with this worksheet or
Worksheet B. Instead, complete Worksheet A.

Estates and trusts: Enter the amount from line 15 of the Schedule D (Form 1041), less any amount shown on line 21 of
that Schedule D. If the amount entered on line 4 is zero or less, stop here. Do not continue with this worksheet or Worksheet
B. Instead, complete Worksheet A.

Line 5. Subtract line 4 from line 3 and enter the result on line 5. If the result is zero or less, stop here. Do not enter any
amount on line 2 of Worksheet B.

Line 6.
• If only one separate category has a positive amount on line 2, enter the amount from line 5 on line 6 (in the column for the
separate category with the positive amount on line 2).
• If both separate categories have positive amounts on line 2, divide each amount on line 2 by line 3. Multiply each result by
line 5. Enter the results on line 6 in the appropriate columns.
Line 7.
For each separate category:
• If you entered an amount on line 6 and you entered positive amounts in both the short-term and long-term columns on line
1, divide each positive amount on line 1 by line 2 and enter the results in the appropriate columns.
• Leave line 7 blank if you did not enter an amount on line 6 or only one column on line 1 has a positive amount.
Line 8.
For each separate category:
• If you entered amounts on line 7, multiply each amount on line 7 by line 6. Enter the results in the appropriate columns on
line 8 of this worksheet and on line 2 of Worksheet B.
• If line 7 is blank, enter the amount from line 6 in the same column on line 8 as the column that has a gain on line 1. Also,
enter the amount on line 2 of Worksheet B in the appropriate column. If line 6 is blank, do not enter any amount on line 8 of
this worksheet or line 2 of Worksheet B.
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Keep for Your
Line 15 Worksheet (For Line 15 of Worksheet B) Records

1. Enter your net short-term capital gain (if any) from U.S. sources. To determine this amount, subtract your
short-term capital losses from U.S. sources from your short-term capital gains from U.S. sources. If the
result is zero or a loss, enter -0- . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 1.

 2. If you entered a short-term gain on line 3 of Worksheet B, enter that amount here . . . . . . . . . . . . . . . . . . 2.

3. Add lines 1 and 2 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 3.

 4. Did you enter a short-term capital loss on line 1 of Worksheet B for one (but not both) of the separate
categories?

� Yes. Complete lines 5–10 and skip the rest of this worksheet.

� No. Skip lines 5–10 and go to line 11.

5.  Enter the short-term capital loss from line 1 of Worksheet B (enter the loss as a positive amount) . . . . 5.

6. Enter the gain, if any, determined on line 3. If line 3 is not a gain, enter -0-. . . . . . . . . . . . . . . . . . . . . . . . 6.

7. Subtract line 6 from line 5. If zero or a loss, enter -0- . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 7.

8. Multiply line 7 by 0.4286 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 8.

9. Enter the smaller of line 5 or line 6 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 9.

10. Add lines 8 and 9. Enter the result here and on line 15 of Worksheet B . . . . . . . . . . . . . . . . . . . . . . . . . . 10.

11. Is the amount on line 1 zero?

� Yes. Multiply each short-term loss by 0.4286. Enter the results on line 15 of
Worksheet B. Skip the rest of this worksheet.

� No. Go to line 12.

12. Enter your short-term loss from Worksheet B, line 1, column (1) (enter the loss as a positive amount) . . 12.

13. Enter your short-term loss from Worksheet B, line 1, column (3) (enter the loss as a positive amount) . . 13.

14. Add lines 12 and 13 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 14.

15. Enter the gain determined in line 1 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 15.

16. Subtract line 15 from line 14. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 16.

Is the result zero or less?

� Yes. Skip the rest of this worksheet. Enter each short-term loss from line 1 on line 15
of Worksheet B, in the applicable column, without adjustment (that is, each
short-term loss you enter on line 15 of Worksheet B will be the same as the
short-term loss you entered on line 1 of Worksheet B).

� No. Complete lines 17–22.

17. Multiply line 16 by 0.4286 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 17.

18. Add lines 15 and 17 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 18.

19. Divide line 12 by line 14. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 19.

20. Multiply line 19 by line 18. Enter the result here and on Worksheet B, line 15, column (1) . . . . . . . . . . . . . 20.

21. Divide line 13 by line 14. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 21.

22. Multiply line 21 by line 18. Enter the result here and on Worksheet B, line 15, column (3) . . . . . . . . . . . . . 22.
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Foreign Qualified Dividends and Capital • The deduction for personal
Gains (Losses) starting on page 5. exemptions. (However, you can includeSpecific Instructions

the additional exemptions for housingHigh-taxed income. On your Form
Midwestern displaced individuals from1116 for passive category income,Part I—Taxable Income Form 8914, line 6.)passive income that is treated as

general category income because it is Special rules apply to the allocationor Loss From Sources
high taxed should be included on line of research and experimentalOutside the United 1a in the column for the country expenditures. See Regulations section
entered on line g. Also, enter the high 1.861-17.States taxed income in the “HTKO” column on If the law of a U.S. state to which
line 1a as a negative number. On your you pay income taxes does notPart I must be completed by all Form 1116 for general category specifically exempt foreign sourcefilers unless specifically income, the high-taxed income should income from tax, you may be requiredindicated otherwise in theseCAUTION

!
be entered as a positive number on line to make a special allocation of stateinstructions. 1a in the “HTKO” column. taxes you paid. See Pub. 514 for more

Line g—Foreign Country or information.Line 1b
U.S. Possession Itemized deduction limit. If you mustYou must check the box on line 1b if all

reduce the total amount of yourGenerally, if you received income from, of the following apply.
itemized deductions on line 29 ofor paid taxes to, more than one foreign • The income on line 1a is
Schedule A (Form 1040) because yourcountry or U.S. possession, report compensation for services you
adjusted gross income was more thaninformation on a country-by-country performed as an employee.
$166,800 ($83,400 if married filingbasis on Form 1116, Parts I and II. Use • Your total employee compensation
separately), you must reduce each ofa separate column in Part I and a from both U.S. and foreign sources was
the itemized deductions that are subjectseparate line in Part II for each country $250,000 or more.
to the reduction by the reductionor possession. If you paid taxes to • You used an alternative basis
percentage before you complete linesmore than three countries or (discussed in Pub. 514) to determine
2, 3a, and 4a.possessions, attach additional sheets the source of the compensation entered

following the format of Parts I and II. Use the Itemized Deductionson line 1a.
Worksheet in the Instructions forIf you have passive income that is In addition, attach to Form 1116 a
Schedule A (Form 1040) to figure thetreated as general category income statement that contains the following
reduction percentage. Divide thebecause it is high taxed, use a separate information.
amount on line 11 of the worksheet (thecolumn in Part I. Enter “HTKO” on line • The specific compensation income or
overall reduction) by the amount on lineg of Forms 1116 for passive category the specific fringe benefit for which the
3 of the worksheet (total itemizedincome and general category income. alternative basis is used.
deductions subject to the reduction).• For each such item, the alternativeYou do not need to report This is your reduction percentage.basis of allocation of source used.income passed through from a Apply this percentage (expressed as a• For each such item, a computationmutual fund or other regulated decimal rounded to at least four places)

TIP
showing how the alternative allocationinvestment company (RIC) on a to each itemized deduction subject towas computed.country-by-country basis. Total all the reduction to determine the amount• A comparison of the dollar amount ofincome, in the applicable category, to enter on the appropriate line ofthe compensation sourced within andpassed through from the mutual fund or Form 1116.without the United States under bothother RIC and enter the total in a single Note. You do not need to make thisthe alternative basis and the time orcolumn in Part I. Enter “RIC” on line g. computation if the entire amount of yourgeographical basis for determining theTotal all foreign taxes passed through itemized deductions is entered on anysource.and enter the total on a single line in one of the following lines: line 2, lineYou must keep documentationPart II for the applicable category. 3a, or line 4a. Just enter your reducedshowing why the alternative basis more

itemized deductions on that line.Lines 1a and 1b—Foreign properly determines the source of the
compensation. Example. You are single and haveGross Income

an adjusted gross income of $226,800.Include income in the category checked Lines 2 Through Your itemized deductions subject to theabove Part I that is taxable by the overall reduction (line 3 of the5—Deductions and LossesUnited States and is from sources worksheet) total $20,000. $8,000 ofYou must reduce your foreign grosswithin the country entered on line g. these deductions are definitely relatedincome on line 1a by entering on lines 2You must include income even if it is to the income on Form 1116, line 1a.through 5:not taxable by that foreign country. The other $12,000 ($20,000 – $8,000)• Any of your deductions that definitelyIdentify the type of income on the are real estate taxes, which are notrelate to that foreign income, anddotted line next to line 1a. Do not definitely related.• A ratable share of your otherinclude any earned income excluded on
The amount of the overall reductiondeductions that do not definitely relateForm 2555, Foreign Earned Income, or

on line 11 of the worksheet is $1,200.to that foreign income, any otherForm 2555-EZ, Foreign Earned Income
To figure the amount of the real estateforeign income, or U.S. source income.Exclusion.
taxes to include in the total for line 3a ofDo not enter any amounts on lines 2Example. If you received dividends Form 1116, divide the amount on linethrough 5 for your HTKO column. Add(passive category income) and wages 11 ($1,200) by the amount on line 3all deductions that are definitely related(general category income) from foreign ($20,000). This is your reductionor apportioned to passive income thatsources, you must complete two Forms percentage (6%). You must reduceis treated as general category income1116. On one Form 1116, check box a your $12,000 deduction by $720 (6% xbecause it is high-taxed and enter the(passive category income), enter the $12,000). The reduced deduction oftotal amount of those deductions ondividends on line 1a, and write $11,280 ($12,000 – $720) is theline 6 in the HTKO column. Enter the“Dividends” on the dotted line. On the amount to enter on line 3a of Formamount as a negative number on yourother Form 1116, check box b (general 1116. Make a similar computation toForm 1116 for passive categorycategory income), enter on line 1a figure the amount of definitely relatedincome. Enter the amount as a positivewages not excluded on Form 2555 or itemized deductions ($7,520) to enternumber on your Form 1116 for generalForm 2555-EZ, and write “Wages” on on line 2.category income.the dotted line. Complete Parts I, II, and

III of each Form 1116. Then, complete Do not include: Line 2
Part IV on the Form 1116 with the • Deductions and losses related to
larger amount entered on line 21. exempt or excluded income, such as Before you complete line 2, read

foreign earned income you have Itemized deduction limit on thisIf you are filing a Form 1116 excluded on Form 2555 or page.CAUTION
!

that includes foreign source Form 2555-EZ.qualified dividends or foreign Enter your deductions that definitelyCAUTION
!

source capital gains or losses, see relate to the gross income from foreign
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sources shown on line 1a. For example, 0.876 or 0.88). Enter the result, but doLines 3d and 3e
if you are an employee reporting not enter more than “1.”For lines 3d and 3e, gross income
foreign earned income on line 1a, means the total of your gross receipts Line 4ainclude on line 2 expenses such as (reduced by cost of goods sold), total If your gross foreign source incomethose incurred to move to a new capital and ordinary gains (before (including income excluded on Formprincipal place of work outside the subtracting any losses), and all other 2555 or Form 2555-EZ) does notUnited States or supplies you bought income (before subtracting any exceed $5,000, you can allocate all offor your job outside the United States. deductions). your interest expense to U.S. sourceDo not include any interest expense Line 3d. Enter your gross foreign income. Otherwise, deductible homeon line 2. See lines 4a and 4b for source income from the category you mortgage interest (including points andspecial rules for interest expense. checked above Part I of this qualified mortgage insurance

Form 1116. Include any foreign earnedLines 3a and 3b premiums) is apportioned using a gross
income you have excluded on Form income method. Use the worksheet onSome deductions do not definitely 2555 or Form 2555-EZ but do not this page to figure the amount to enterrelate to either your foreign source include any other exempt income. on line 4a. Before you complete theincome or your U.S. source income.

worksheet, read Itemized deductionIf you had income from more thanEnter on lines 3a and 3b any
limit on page 13.one country, you must enter incomedeductions (other than interest

from only one country in each column.expense) that: Line 4b• Are not shown on line 2, and If you had to adjust your foreign Other interest expense includes• Are not definitely related to your U.S. qualified dividends or capital gains (see investment interest, interest incurred insource income. page 5), include those amounts without a trade or business, and passiveregard to any adjustments.Line 3a. Before you complete line 3a, activity interest. If you are a U.S.
read Itemized deduction limit on page Line 3e. Enter on line 3e in each citizen, resident alien, or a domestic
13. column your gross income from all estate, and your gross foreign source

sources and all categories, both U.S.Enter the following itemized income (including any income excluded
and foreign. Include any foreign earneddeductions (from Schedule A (Form on Form 2555 or Form 2555-EZ) does
income you have excluded on Form1040)) on line 3a. not exceed $5,000, you can allocate all
2555 or Form 2555-EZ but do not• Medical expenses (line 4) of your interest expense to U.S. source
include any other exempt income.• General sales tax (line 5) income. Otherwise, each type of

• Real estate taxes (line 6) If you are a nonresident alien, interest expense is apportioned
• New motor vehicle taxes (line 7) include on both lines 3d and 3e your separately using an “asset method.”

income that is not effectively connected See Pub. 514 for more information.If you do not itemize deductions,
with a trade or business in the Unitedenter your standard deduction on Example. You have investment
States.line 3a. interest expense of $2,000. Your assets

If you had to adjust your foreign of $100,000 consist of stock generatingLine 3b. Enter on line 3b any other
qualified dividends or capital gains (see U.S. source income (adjusted basis,deductions that do not definitely relate
page 5), include those amounts without $40,000) and stock generating foreignto any specific type of income.
regard to any adjustments. source income (adjusted basis,Examples of these deductions are the

$60,000). You apportion 40% ($40,000/deduction for alimony paid from Form Line 3f $100,000) of $2,000, or $800 of your1040, line 31a, and the additional Divide line 3d by line 3e and round off investment interest, to U.S. sourceexemptions for housing Midwestern the result to at least four decimal places income and 60% ($60,000/$100,000) ofdisplaced individuals from Form 8914, (for example, if your result is $2,000, or $1,200, to foreign sourceline 6. 0.8756782, round off to 0.8757, not to income. In this example, you will enter
the $1,200 apportioned to foreign
source income on line 4b. You would
not enter the $800 apportioned to U.S.
source income on any line of Part I of
Form 1116.Worksheet for Home Mortgage Interest Keep for Your
Line 5—Line 4a Records
If you have capital losses from foreign
sources, see Foreign Qualified

Note: Before you complete this worksheet, read the instructions for line 4a on this Dividends and Capital Gains (Losses)
page. starting on page 5 for information on

adjustments you may be required to
1. Enter gross foreign source income* of the type shown on make.

Form 1116. Do not enter income excluded on Form 2555
or Form 2555-EZ . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 1. Part II—Foreign Taxes

2. Enter gross income from all sources. Do not enter income Paid or Accrued
excluded on Form 2555 or Form 2555-EZ . . . . . . . . . . . . .  2.

See page 2 for descriptions of
3. Divide line 1 by line 2 and enter the result as a decimal foreign taxes that are eligible for

(rounded to at least four places) . . . . . . . . . . . . . . . . . . . . 3. the foreign tax credit and foreignCAUTION
!

taxes that are not eligible for the foreign
4. Enter deductible home mortgage interest (from lines 10 tax credit.

through 13 of Schedule A (Form 1040))** . . . . . . . . . . . . . 4. You can take a foreign tax credit in
the tax year you paid or accrued the

5. Multiply line 4 by line 3. Enter the result here and on the foreign taxes, depending on your
method of accounting. If you report onappropriate Form 1116, line 4a . . . . . . . . . . . . . . . . . . . . . 5.
the cash basis, you can choose to take
the credit for accrued taxes by checking*If you have to report income from more than one country on Form 1116, complete
the “accrued” box in Part II. But oncea separate worksheet for each country. Use only the income from that country on
you choose to do this, you must creditline 1 of the worksheet. foreign taxes in the year they accrue on
all future returns.**If you were required to reduce the amount of your itemized deductions on

Generally, you must enter in Part IISchedule A, enter the reduced amount of home mortgage interest on line 4 of the the amount of foreign taxes, in both the
worksheet. foreign currency denomination(s) and

as converted into U.S. dollars, that
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relate to the category of income 2007 to the post-2006 separate • Taxes on income from American
checked above Part I. Taxes are category for general category income. Samoa excluded from U.S. tax. If you
related to the income if the income is are a bona fide resident of AmericanRestrictions. You cannot carry a
included in the foreign tax base on Samoa, reduce taxes paid or accruedcredit back to a tax year for which you
which the tax is imposed. If the foreign by any taxes attributable to excludedclaimed a deduction, rather than a
tax you paid or accrued relates to more income from sources in Americancredit, for foreign taxes paid or accrued.
than one category of income, apportion Samoa. For more information, see Pub.However, you must reduce the amount
the tax among the categories. The 570.of any carryback or carryforward by the
apportionment is based on the ratio of • Taxes on combined foreign oil andamount that you would have used had
net foreign taxable income in each gas income. Reduce taxes paid oryou chosen to claim a credit rather than
category to the total net income subject accrued by a portion of taxes imposeda deduction in that year.
to the foreign tax. See Pub. 514 for an on combined foreign oil and gas If, for any year, you elected to claimexample. income. The amount of the reduction isthe foreign tax credit without filing Form the amount by which your foreign oil1116 (as explained on page 1), theHowever, if foreign tax paid on and gas taxes exceed the amount offollowing rules apply.passive income is reported to your combined foreign oil and gas• You cannot carry over unusedyou in U.S. dollars on a Form
TIP

income for the year multiplied by aforeign taxes paid or accrued in a year1099-DIV, 1099-INT, or similar fraction equal to your pre-credit U.S. taxto which the election does not apply tostatement, you do not have to convert liability (for example, Form 1040, lineany year for which you made thethe amount shown into foreign 44) divided by your worldwide taxableelection.currency. This rule applies whether or income. You may be entitled to carry• The carryback-carryforward period isnot you can make the election to claim over to other years taxes reducednot extended if you are unable to use athe foreign tax credit without filing Form under this rule. See section 907(f).carryback or carryforward because you1116 (as explained on page 1). Enter Combined foreign oil and gas income ismade the election.“1099 taxes” in Part II, column (j), and the sum of foreign oil related income• Do not reduce the carryback orcomplete columns (o) through (s) for and foreign oil and gas extractioncarryforward by the amount you wouldeach foreign country indicated in Part I. income. Foreign oil and gas taxes arehave used in the election year if youNote. If you are taking a credit for the sum of foreign oil and gashad not made the election.additional taxes paid or accrued as the extraction taxes and foreign oil relatedMore information. See Pub. 514 forresult of an audit by a foreign taxing taxes.
more information on carryback andauthority or you are filing an amended • Taxes on foreign mineral income.
carryforward provisions, includingreturn reflecting a foreign tax refund, Reduce taxes paid or accrued on
examples.attach a statement to Form 1116 mineral income from a foreign country

identifying these taxes. or U.S. possession if you took aLine 12 deduction for percentage depletionYou may have to reduce the foreign under section 613 for any part of thetaxes you paid or accrued by thePart III—Figuring the mineral income.following items. • Reduction for failure to file FormCredit • Taxes on income excluded on 5471. U.S. shareholders who control aForm 2555 or Form 2555-EZ. Reduce foreign corporation must file Formtaxes paid or accrued by the taxesLine 10 5471, Information Return of U.S.allocable to any foreign earned incomeYou can carry back 1 year and then Persons With Respect To Certainexcluded on Form 2555 or Formforward 10 years any foreign tax you Foreign Corporations. If you do not file2555-EZ. If only part of your foreignpaid or accrued to any foreign country Form 5471 and furnish all of theearned income is excluded, you mustor U.S. possession (reduced as information required by the due date ofdetermine the amount of tax allocabledescribed under Line 12, starting on your tax return, reduce by 10% allto excluded income. To do so, multiplythis page) on income in a separate foreign taxes that you otherwise maythe foreign taxes paid or accrued oncategory that is more than the take into account for the foreign taxforeign earned income received orlimitation. First, apply the excess to the credit. You may have to makeaccrued during the tax year by theearliest year to which it may be carried. additional reductions if the failurefollowing fraction.Then, apply it to the next earliest year, continues. See section 6038(c) and
Numerator: Foreign earned incomeand so on. The carryback-carryforward regulations section 1.6038-2(k) for

and housing amounts you excluded forperiod cannot be extended even if you details and exceptions.
the tax year minus otherwise deductibleare unable to take a credit in one of the Note. The reduction in foreign taxes is
expenses (not including the foreignintervening years. reduced by any dollar penalty imposed
housing deduction) allocable to that under section 6038(b).Special rules apply to the carryback income.and carryforward of foreign taxes paid • Reduction for failure to file Form

Denominator: Your total foreignor accrued on foreign oil and gas 8865. U.S. partners who control a
earned income received or accruedincome. In addition, special restrictions foreign partnership must file Form
during the tax year minus deductibleapply to the carryforward of pre-2009 8865, Return of U.S. Persons With
expenses (including the foreign housingunused oil and gas extraction taxes to Respect to Certain Foreign
deduction) allocable to that income.years beginning after 2008. See section Partnerships. If you do not file Form
However, if the foreign jurisdiction907(f). 8865 and furnish all of the information
charges tax on foreign earned income required by the due date of your taxFile Form 1040X or other amended and some other income (for example, return, reduce by 10% all foreign taxesreturn and a revised Form 1116 for the earned income from U.S. sources or a that you otherwise may take intoearlier tax year to which you are type of income not subject to U.S. tax) account for the foreign tax credit. Youcarrying back excess foreign taxes. and the taxes on the other income may have to make additional reductionsSpecial rules for carryforwards of cannot be segregated, the denominator if the failure continues. See sectionpre-2007 unused foreign taxes. The is the total amount of income subject to 6038(c) and regulations sectionforeign taxes carried forward generally foreign tax minus deductible expenses 1.6038-3(k) for details and exceptions.are allocated to your post-2006 allocable to that income. Note. The reduction in foreign taxes isseparate income categories to which

See Pub. 514 for a comprehensive reduced by any dollar penalty imposedthose taxes would have been allocated
example. under section 6038(b).if the taxes were paid or accrued in a • Taxes on income from Puerto Rico • Reduction of taxes or credit due totax year beginning after 2006.
exempt from U.S. tax. The reduction international boycott operations. InAlternatively, you can allocate unused
applies if you have income from Puerto general, if you agree to participate in, orforeign taxes in the pre-2007 separate
Rican sources that is not taxable on cooperate with, an international boycott,category for passive income to the
your U.S. tax return. To figure the you must file Form 5713, Internationalpost-2006 separate category for
credit, reduce your foreign taxes paid or Boycott Report, and attach allpassive category income, and you can
accrued by the taxes allocable to the supporting schedules. In addition, youallocate all other unused foreign taxes
exempt income. See Pub. 570 for more must reduce either the total taxesin the categories that were eliminated in
information. available for credit or the credit
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otherwise allowable by your foreign you must follow the rules described the allocable portion of any U.S. loss. In
taxes resulting from boycott activities. If under Recapture of prior year overall later years, you will be allowed to treat
you can figure the taxes specifically foreign loss accounts beginning on this part of your U.S. source income as
attributable to boycott operations, enter page. If the loss in one category foreign source income.
the amount on line 12. If you cannot reduces foreign source income in  A U.S. loss includes a rental loss on
figure the amount of taxes specifically another category and that second property located in the United States. If
attributable to boycott operations, category has a separate limitation loss you have any qualified dividends or
multiply the credit otherwise allowable account with respect to the first capital gains (including capital gain
by the international boycott factor category, then the two offsetting distributions) or losses for the taxable
(figured on Schedule A (Form 5713), separate limitation loss account year and you are required to make any
International Boycott Factor) and enter balances are netted for purposes of adjustments to those amounts, as
the result on Form 1116, line 28. Attach determining the amount of income in explained earlier under Foreign
a statement to Form 1116 showing in either category that is subject to Qualified Dividends and Capital Gains
detail how you figured the reduction. recharacterization under Recapture of (Losses) starting on page 5 or the

separate limitation loss accounts onFor more information, see Form instructions for line 17, the amount of
page 17.5713 and its instructions. your U.S. loss is the excess of:

Capital losses.  In determining your a. The total of the amounts enteredLine 13 U.S. source income, reduce the amount on line 14 for each Form 1116 you are
of any capital losses from U.S. sourcesYou must adjust the amount you enter filing, over
by the amount you entered on line 4 ofon line 13 if you have foreign taxes that b. The amount entered on line 17 of
Worksheet A or line 5 of the Line 2relate to passive income that is treated the Form 1116.
Worksheet for Worksheet B. If you haveas general category income because it 3. Recapture of prior year overall
capital losses from U.S. sources andis high-taxed. On your Form 1116 for foreign loss accounts. If you had an
you did not use either Worksheet A orpassive category income, reduce the overall foreign loss in a prior year that
Worksheet B, see Pub. 514 toamount you enter on line 13 by the offset U.S. source income, a part of
determine your U.S. source income.amount of your foreign taxes that relate your foreign income (in the same

to that income. In the space above line category as the loss) is recharacterizedExample. For 2009, you completed
13, enter “HTKO” and the amount of as U.S. source income in eachthree Forms 1116. The first had a loss
the reduction as a negative number (in following tax year.from general category income of $2,000
parentheses). On your Form 1116 for on line 14, the second had passive The part of your total foreign incomegeneral category income, increase the category income of $4,000 on line 14, subject to recharacterization is theamount you enter on line 13 by the and the third had income of $1,000 lesser of the following:amount of your foreign taxes that relate from the certain income re-sourced by a. The total amount of maximumto that income. In the space above line treaty category on line 14. You must potential recapture in all overall foreign13, enter “HTKO” and the amount of allocate the $2,000 loss between the loss accounts. The maximum potentialthe increase. passive category income and the recapture in any account for a categorycertain income re-sourced by treatyLine 14 is the lesser of:category in the same proportion as
The amount on line 14 is your taxable i. The current year taxable incomeeach category’s income bears to the
income (or loss), before adjustments, from foreign sources in that categorytotal foreign income.
from sources outside the United States. (the amount from line 14, less anyThe amount of the loss that wouldIf the amount on line 14 is zero or a adjustment for allocation of losses, asreduce passive category income wouldloss, you generally have no foreign tax described earlier under Allocation ofbe 80% ($4,000/$5,000) of the $2,000credit for the category of income foreign losses and Allocation of U.S.loss or $1,600. Include the $1,600 (inchecked above Part I of this Form losses for that category), orparentheses) on line 15 of the passive1116. However, you must complete line ii. The balance in the overall foreigncategory income Form 1116. Assuming15 and continue with the form even if loss account for that category.you have no other line 15 adjustments,line 14 is zero or a loss. b. 50% (or more, if you choose) ofenter $2,400 ($4,000 − $1,600) on line your total taxable income from foreign16 of that form.Line 15 sources.

The amount of the loss that wouldYou are required to increase or If the total foreign income subject to
reduce the certain income re-sourceddecrease the amount on line 14 by the recharacterization is the amount
by treaty would be 20% ($1,000/following adjustments. The adjustments described in a above, then for each
$5,000) of the $2,000 loss or $400.must be made in the order listed. If you separate category the recapture
Include the $400 in parentheses on linehave more than one adjustment, enter amount is the maximum potential
15 of the certain income re-sourced bythe net adjustment on line 15 and recapture amount for that category. If
treaty Form 1116. Assuming you haveattach a detailed statement showing the total foreign income subject to
no other line 15 adjustments, enteryour computation. See Pub. 514 for recharacterization is the amount
$600 ($1,000 − $400) on line 16 of thatmore details on each of these described in b above, then for each
form.adjustments. separate category the recapture

amount is computed by multiplying theIn this case, all of the $2,000 lossThe adjustments are:
total recapture amount by the followingwas allocated between the foreign1. Allocation of foreign losses. If fraction:source passive category income andyou have a loss on line 14 of one Form the certain income re-sourced by treaty1116 and you have income on line 14 Maximum potential recapture amountcategory, and no reduction was madeof one or more other Forms 1116, you for the overall foreign loss account into U.S. source income.must reduce the foreign income by a the separate categoryIf you receive general categorypro rata share of the loss before you

income in a later year, you must Total amount of maximum potentialuse any remaining loss to reduce U.S.
recapture in all overall foreign lossrecharacterize all or part of that incomesource income.

accountsas passive category income and certainIf the loss reduces foreign source income re-sourced by treaty in that laterincome, you create, or increase the Reduce the amount on line 14 byyear. See the example underbalance of, a separate limitation loss including (in parentheses) on line 15Recapture of separate limitation lossaccount and you must recharacterize the amount of the recapture for theaccounts on page 17.the income you receive in the loss category checked above Part I as2. Allocation of U.S. losses. If youcategory in later years. See Recapture determined above. Be sure to attachhave a net loss from U.S. sources,of separate limitation loss accounts on your computation. If you elect toproportionately allocate that loss amongpage 17. In situations where the loss to recapture more of an overall foreignthe separate categories of your foreignbe allocated exceeds foreign income in loss than is required (b above), show inincome. Reduce the income on line 14other categories, the excess reduces your computation the percentage of(adjusted by any allocation of losses,U.S. source income (as modified below taxable income recharacterized and theas described under Allocation of foreignunder Capital losses), you create, or dollar amount recharacterized.losses in these line 15 instructions) byincrease the balance in, an overall including (in parentheses) on line 15foreign loss account and for later years,
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Attach a statement to Form 1116 recharacterized income as a negative that tax year to the extent it offsets
showing the balance in each separate number (in parentheses). foreign source taxable income for any
category overall foreign loss account. preceding tax year (in which you choseExample. Using the facts in the
See Regulations section 1.904(f)-1(b) to claim the foreign tax credit) becauseexample under Allocation of foreign
for more information. of a carryback.losses on page 16, in the next year

Dispositions of certain property. Domestic loss. A domestic loss is(2010), you have $5,000 of general
If you generated foreign source gain in the amount by which the U.S. sourcecategory income, $3,000 of passive
the same category as the overall gross income for the tax year iscategory income, and $500 of certain
foreign loss on a disposition of property exceeded by the sum of the expenses,income re-sourced by treaty. Because
that was used predominantly in a losses, and other deductions properly$1,600 of the general category income
foreign trade or business and that allocated or apportioned to that income.loss was used to reduce your passive
generated foreign source income in the Determine this amount by taking intocategory income in 2009, $1,600 of
same category as the overall foreign account any net operating loss carriedyour 2010 general category income
loss, then the gain on the disposition forward from a prior tax year (but notmust be recharacterized as passive
may be subject to recharacterization as any loss carried back). If you have anycategory income. Similarly, $400 of the
U.S. source income to the extent of capital gains or losses, take them intogeneral category income must be
100% of your foreign source taxable account after any adjustments requiredrecharacterized as certain income
income. This is true whether or not you earlier under Foreign Qualifiedre-sourced by treaty. On your 2010
would otherwise recognize gain on the Dividends and Capital Gains (Losses).Form 1116 for passive category
disposition. See section 904(f)(3). income, you would include $1,600 on Line 17line 15. On your 2010 Form 1116 forThe above rule also generally

If you have qualified dividends orcertain income re-sourced by treaty,applies to a gain on the disposition of
capital gains, you may be required toyou would include $400 on line 15. Onstock in a controlled foreign corporation
make adjustments to those qualifiedyour 2010 Form 1116 for general(CFC), if you owned more than 50
dividends and gains before you takecategory income, you would includepercent (by vote or value) of the stock
those amounts into account on line 17.($2,000) on line 15.right before you disposed of it. See
Also, individuals have to adjust theirsection 904(f)(3)(D) for more Recharacterizing income from a taxable income before exemptions ifinformation and exceptions. separate category does not they file Form 8914, Exemption AmountReduce line 14 by including (in result in recharacterizing any

TIP
for Taxpayers Housing Midwesternparentheses) on line 15 the smallest of tax. Displaced Individuals.(a) the amount of the gain not 5. Recapture of overall domesticrecaptured above, (b) the remaining Individuals Who Completed aloss accounts. If you have an overallamount of the overall foreign loss not Qualified Dividends and Capitaldomestic loss for any tax yearrecaptured in earlier years or in the Gain Tax Worksheetbeginning after 2006, you create, orcurrent year, or (c) the amount from line increase the balance in, an overall If you completed the Qualified14 (less any adjustment for allocation of domestic loss account and you must Dividends and Capital Gain Taxlosses, as described under Allocation of recharacterize a portion of your U.S. Worksheet in the instructions for yourforeign losses and under Allocation of source taxable income as foreign tax return, you must use the WorksheetU.S. losses in these line 15 instructions, source taxable income in succeeding for Line 17 on page 18 to figure theand any adjustment for any recapture years for purposes of the foreign tax amount to enter on line 17 if:above). See Pub. 514 if you disposed credit. 1. You file Form 1040 andof property described above and you

The part that is treated as foreignrecognized foreign source gain in a a. Line 7 of your Qualified Dividends
source taxable income for the tax yeardifferent category than the overall and Capital Gain Tax Worksheet is
is the smaller of:foreign loss, you recognized U.S. greater than zero, and• The total balance in your overallsource gain, or you did not recognize b. Line 16 of your Qualified
domestic loss account in each separategain. Dividends and Capital Gain Tax
category (less amounts recaptured in Worksheet is less than line 17 of that4. Recapture of separate limitation earlier years), or worksheet, orloss accounts. If, in a prior tax year, • 50% of your U.S. source taxable 2. You file Form 1040NR andyou reduced your foreign taxable income for the tax year.income in the category checked above a. Line 5 of your Qualified Dividends

You must establish and maintainPart I by a pro rata share of a loss from and Capital Gain Tax Worksheet is
separate overall domestic lossanother category, you must greater than zero, and
accounts for each separate category inrecharacterize in 2009 all or part of any b. Line 14 of your Qualified
which foreign source income is offsetincome you receive in 2009 in that loss Dividends and Capital Gain Tax
by the domestic loss. The balance incategory. If you have separate limitation Worksheet is less than line 15 of that
each overall domestic loss account isloss accounts in the loss category worksheet.
the amount of the overall domestic lossrelating to more than one other
subject to recapture. The Adjustment exception.  If you qualifycategory and the total balances in
recharacterized income is allocated for the adjustment exception, you canthose loss accounts exceed the income
among and increases foreign source elect not to adjust your qualifiedyou receive in 2009 in the loss
income in separate categories in dividends and capital gains. You makecategory, then income in the loss
proportion to the balances of the overall this election by not completing thecategory is recharacterized as income
domestic loss accounts for those Worksheet for Line 17. You must makein those other categories in proportion
separate categories. You increase the this election if you have any foreignto the balances of the separate
amount on line 14 (as adjusted by any qualified dividends or foreign capitallimitation loss accounts for those other
of the other adjustments previously gains (or losses) and you chose not tocategories. You recharacterize the
mentioned in these line 15 instructions) make any adjustments to thoseincome by:
of the Form 1116 for each of the amounts when you completed lines 1a• Increasing the amount on line 14
separate categories to which the and 5. You cannot make this election if(adjusted by any of the other
recharacterized income is allocated. you have any foreign qualifiedadjustments previously mentioned in

dividends or foreign capital gains (orthese line 15 instructions) of the Form Overall domestic loss defined. In
losses) and you made adjustments to1116 for each of the separate a tax year you choose to claim the
those amounts when you completedcategories, other than the loss foreign tax credit, the overall domestic
lines 1a and 5. In this case, completecategory, previously reduced by loss is the domestic loss for that tax
the Worksheet for Line 17.including on line 15 any recharacterized year to the extent it offsets foreign

income and source taxable income for that tax year If you are not required to complete
• Decreasing the amount on line 14 or for any preceding tax year (in which the Worksheet for Line 17 or you
(adjusted by any of the other you choose to claim the foreign tax qualify for the adjustment exception and
adjustments previously mentioned in credit) because of a carryback. If you elect not to adjust your qualified
these line 15 instructions) of the Form do not choose to claim the foreign tax dividends and capital gains, enter on
1116 for the loss category by including credit for a tax year, the overall line 17 of Form 1116 your taxable
on line 15 the amount of domestic loss is the domestic loss for income without the deduction for your
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exemption (for example, the amount Completing the Worksheet for elect not to adjust your qualified
from Form 1040, line 41), minus any Line 17. If you do need to complete dividends and capital gains. You make
amount shown on Form 8914, line 6. the Worksheet for Line 17, do the this election by not completing the

following. Worksheet for Line 17. You must makeAdjustment exception for Form this election if you have any foreignLines 2 through 5. Skip these1040 filers.  You qualify for the qualified dividends or foreign capitallines.adjustment exception if you meet both gains (or losses) and you chose not toof the following requirements: Line 6. Enter the amount from: make any adjustments to those• Line 13 of the Qualified Dividends1. Line 7 of the Qualified Dividends amounts when you completed lines 1aand Capital Gain Tax Worksheet in theand Capital Gain Tax Worksheet does and 5. You cannot make this election ifForm 1040 instructions, ornot exceed: you have any foreign qualified• Line 11 of the Qualified Dividends• $208,850 if married filing jointly or dividends or foreign capital gains (orand Capital Gain Tax Worksheet in thequalifying widow(er); losses) and you made adjustments toForm 1040NR instructions.• $104,425 if married filing those amounts when you completedseparately; Line 8. Enter the amount from: lines 1a and 5. In this case, complete• $171,550 if single; or • Line 10 of the Qualified Dividends the Worksheet for Line 17. You qualify• $190,200 if head of household. and Capital Gain Tax Worksheet in the for the adjustment exception if:2. The amount of your foreign Form 1040 instructions, or 1. Line 5 of the Qualified Dividendssource net capital gain, plus the • Line 8 of the Qualified Dividends and Tax Worksheet or line 23 of Scheduleamount of your foreign source qualified Capital Gain Tax Worksheet in the D (Form 1041) does not exceeddividends is less than $20,000. For this Form 1040NR instructions. $8,200, andpurpose, ignore any capital gain Complete all other lines as instructed 2. The amount of your foreigndistributions or qualified dividends you on the worksheet. source net capital gain, plus theelected to include on Form 4952, line
amount of your foreign source qualified4g. Estates and Trusts That dividends, is less than $20,000. For thisCompleted a Qualified purpose, ignore any foreign sourceAdjustment exception for Form Dividends Tax Worksheet or qualified dividends or capital gains that1040NR filers. You qualify for the Schedule D you elected to include on Form 4952,adjustment exception if you meet both
line 4g.If you completed the Qualifiedof the following requirements:

Dividends Tax Worksheet in the1. Line 5 of the Qualified Dividends
instructions for Form 1041 or youand Capital Gain Tax Worksheet does Your foreign source net capital
completed Part V of Schedule D (Formnot exceed: gain is the excess of your
1041), you must use the Worksheet for foreign source net long-terma. $208,850 if you checked filing

TIP
Line 17, below, to figure the amount to capital gain over your foreign sourcestatus box 6, enter on line 17 if: net short-term capital loss.b. $104,425 if you checked filing

1. You figured your tax using thestatus box 3, 4, or 5, or If you are not required to completeQualified Dividends Tax Worksheet,c. $171,550 if you checked filing the Worksheet for Line 17 or youline 5 of that worksheet is greater thanstatus box 1 or 2. qualify for the adjustment exception andzero, and line 14 of your Qualified2. The amount of your foreign elect not to adjust your qualifiedDividends Tax Worksheet is less thansource net capital gain, plus the dividends and capital gains, enter online 15 of that worksheet, oramount of your foreign source qualified line 17 of Form 1116 the estate’s or2. You figured your tax using thedividends is less than $20,000. trust’s taxable income without thePart V of Schedule D (Form 1041), line
deduction for its exemption.23 of the Schedule D is greater thanYour foreign source net capital zero, and line 32 of the Schedule D isgain is the excess of your Completing the Worksheet forless than line 33.foreign source net long-term Line 17. If you do need to complete

TIP

capital gain over your foreign source Adjustment exception. If you qualify the Worksheet for Line 17, do the
net short-term capital loss. for the adjustment exception, you can following.

Keep for Your
Worksheet for Line 17 (Worldwide Qualified Dividends and Capital Gains) Records

Caution: See the instructions for Line 17 beginning on page 17 before starting this worksheet.

1. Individuals: Enter the amount from Form 1040, line 41 (minus any amount on Form 8914, line
6). If you are a nonresident alien, enter the amount from Form 1040NR, line 38 (minus any
amount on Form 8914, line 6).
Estates and trusts: Enter taxable income without the deduction for your exemption . . . . . . . 1.

2. Enter your worldwide 28% gains (see instructions) . . . . . . . . . . . . 2.

3. Multiply line 2 by 0.2000 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 3.

4. Enter your worldwide 25% gains (see instructions) . . . . . . . . . . . . 4.

5. Multiply line 4 by 0.2857 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 5.

6. Enter your worldwide 15% gains and qualified dividends (see
instructions) . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 6.

7. Multiply line 6 by 0.5714 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 7.

8. Enter your worldwide 0% gains and qualified dividends (see
instructions) . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 8.

9. Add lines 3,5,7, and 8 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 9.

10. Subtract line 9 from line 1. Enter the result here and on Form 1116, line 17 . . . . . . . . . . . . . . 10.
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Lines 2 through 5. Skip these income without the deduction for your Complete Part IV on only one Form
lines. exemption (for example, the amount 1116 (the one with the largest amount

from Form 1040, line 41), minus any entered on line 21) to summarize theLine 6. Enter the amount from line
amount shown on Form 8914, line 6. credits you figured on all of your Forms11 of the Qualified Dividends Tax

1116. However, if you completed aWorksheet or line 29 of Schedule D. If you do need to complete the
Form 1116 for category e (lump-sumWorksheet for Line 17, do the following.Line 8. Enter the amount from line distributions) or c (section 901(j)8 of the Qualified Dividends Tax Line 2. Enter the amount (if any) income), do not use Part IV of thatWorksheet or line 26 of Schedule D. from line 31 of the Schedule D Tax Form 1116 as your summary. Enter theWorksheet.Taxpayers Who Completed the credits from line 21 of all of your FormsLine 4. Enter the amount (if any) 1116 on lines 22 through 25 of theSchedule D Tax Worksheet from line 28 of the Schedule D Tax Form 1116 with the largest amount If you figured your tax using the Worksheet. entered on line 21 to summarize yourSchedule D Tax Worksheet (in the Line 6. Enter the amount (if any) credits. File the other Forms 1116 asSchedule D (Form 1040) instructions or from line 22 of the Schedule D Tax attachments.in the Schedule D (Form 1041) Worksheet.instructions), you must use the Line 27Line 8. Enter the amount (if any)Worksheet for Line 17 on page 18 to
Enter the smaller of line 19 or line 26.from line 19 of the Schedule D Taxfigure the amount of tax to enter on line

Worksheet. Note. Generally, line 26 will exceed17 of Form 1116 if:
line 19 only if you have U.S. capitalComplete all other lines as instructed• Line 17 of the Schedule D Tax
gains or qualified dividends that areon the worksheet.Worksheet is greater than zero, and
subject to the capital gain rate• Line 34 of the Schedule D Tax Line 19 differential (figured in the Worksheet forWorksheet is less than line 35.
Line 17 on page 18).If you are completing line 19 forAdjustment exception. If you qualify

separate category e (lump-sumfor the adjustment exception, you can
Paperwork Reduction Act Notice.distributions), enter the amount fromelect not to adjust your qualified
We ask for the information on this formline 5 of the Worksheet for Lump-Sumdividends and capital gains. You make
to carry out the Internal Revenue lawsDistributions on page 4.this election by not completing the
of the United States. You are requiredWorksheet for Line 17. You must make Do not complete line 19 for separate to give us the information. We need it tothis election if you have any foreign category c (section 901(j) income). See ensure that you are complying withqualified dividends or foreign capital page 3. these laws and to allow us to figure andgains (or losses) and you chose not to For all other applicable categories, collect the right amount of tax.make any adjustments to those complete line 19 as follows. You are not required to provide theamounts when you completed lines 1a Form 1040 filers. Enter the amount information requested on a form that isand 5. You cannot make this election if

from Form 1040, line 44, less any tax subject to the Paperwork Reduction Actyou have any foreign qualified
included on line 44 from Form 4972. unless the form displays a valid OMBdividends or foreign capital gains (or
Form 1040NR filers. Enter the control number. Books or recordslosses) and you made adjustments to
amount from Form 1040NR, line 41, relating to a form or its instructionsthose amounts when you completed
less any tax included on line 41 from must be retained as long as theirlines 1a and 5. In this case, complete
Form 4972. contents may become material in thethe Worksheet for Line 17. You qualify

administration of any Internal Revenuefor the adjustment exception if: Form 1041 filers. Enter the amount
law. Generally, tax returns and returnfrom Form 1041, Schedule G, line 1a.1. The amount of your foreign
information are confidential, as requiredsource qualified dividends plus the Line 21 by section 6103.amount of your foreign source net

The maximum foreign tax credit you The time needed to complete andcapital gain is less than $20,000, and
can claim in the current year is file this form will vary depending on2. Line 17 of the Schedule D Tax
generally limited to the allocated individual circumstances. TheWorksheet (Form 1040) is less than or
amount of U.S. tax imposed on the estimated burden for individualequal to:
foreign income, or the actual amount of taxpayers filing this form is approved• $208,850 if married filing jointly or foreign tax paid or accrued on the under OMB control number 1545-0074qualifying widow(er); foreign income (after reductions and is included in the estimates shown• $104,425 if married filing separately; required on line 12), whichever is less. in the instructions for their individual• $171,550 if single; or However, see Foreign Taxes Eligible income tax return. The estimated• $190,200 if head of household for a Credit on page 2 for additional burden for all other taxpayers who file(or, for trusts and estates, line 17 of the information. this form is: Recordkeeping, 2 hr., 43Schedule D Tax Worksheet (Form min.; Learning about the law or theIf the amount on line 20 is smaller1041) is less than or equal to $8,200). form, 1 hr., 6 min.; Preparing thethan the amount on line 13, see

form, 2 hr., 46 min.; Copying,Your foreign source net capital Pub. 514 for more information on
assembling, and sending the form togain is the excess of your carryback and carryforward provisions,
the IRS, 1 hr., 4 min.foreign source net long-term including examples.

TIP

capital gain over your foreign source If you have comments concerning
net short-term capital loss. Ignore any the accuracy of these time estimates or
foreign source qualified dividends or Part IV— Summary of suggestions for making this form
capital gains that you elected to include simpler, we would be happy to hearCredits From Separateon Form 4952, line 4g, in determining from you. You can write to the IRS at
the amount of your foreign source the address listed in the instructions ofParts IIIqualified dividends and net capital gain. the tax return with which this form isComplete lines 22 through 25 in filed.If you are not required to complete Part IV only if you must complete morethe Worksheet for Line 17 or you than one Form 1116 because you havequalify for the adjustment exception and more than one of the categories ofelect not to adjust your qualified income listed above Part I.dividends and capital gains, enter on
line 17 of Form 1116 your taxable
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