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Department of the Treasury
Internal Revenue Service2010

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

Section references are to the Internal dividends) (see page 3). However, for you would have entered on line 12 of
Revenue Code unless otherwise noted. this purpose, passive income also Form 1116. See the instructions for

includes (a) income subject to the Line 12 on page 16.
special rule for high-taxed income To make the election, just enter on
described on page 4, and (b) certainWhat’s New the foreign tax credit line of your tax
export financing interest. return (for example, Form 1040, line 47)• All the income and any foreign taxesIncome re-sourced by treaty. For tax the smaller of (a) your total foreign tax
paid on it were reported to you on ayears beginning after August 10, 2010, or (b) your regular tax (for example,
qualified payee statement. Qualifiedyou must compute a separate foreign Form 1040, line 44).
payee statements include Formtax limit for any item of U.S. source
1099-DIV, Form 1099-INT, Scheduleincome that is re-sourced as foreign Purpose of Form
K-1 (Form 1041), Schedule K-1 (Formincome under an income tax treaty of

Who should file. File Form 1116 to1065), Schedule K-1 (Form 1065-B),which you claim benefits. See d.
claim the foreign tax credit if theSchedule K-1 (Form 1120S), or similarCertain Income Re-Sourced by Treaty
election above does not apply and:substitute statements.on page 4. If your tax year is the
• You are an individual, estate, or trust,• Your total creditable foreign taxes arecalendar year, this change applies to
andnot more than $300 ($600 if marriedyour returns for 2011 and later years.
• You paid or accrued certain foreignfiling a joint return).
taxes to a foreign country or U.S.

This election is not available toGeneral Instructions possession.
estates or trusts.

See Foreign Taxes Eligible for a
If you make this election:Election To Claim the Credit on page 2 to determine if the

• You cannot carry over to any other taxes you paid or accrued qualify forForeign Tax Credit year any foreign taxes paid or accrued the credit.
in a tax year to which the election Do not use Form 1116 to figure aWithout Filing Form 1116
applies (but carryovers to and from credit for taxes paid to the U.S. VirginYou may be able to claim the foreign other years are unaffected). See the Islands. Instead, use Form 8689,tax credit without filing Form 1116. By instructions for line 10 on page 16. Allocation of Individual Income Tax tomaking this election, the foreign tax • You are still required to take into the U.S. Virgin Islands.credit limitation (lines 14 through 20 of account the general rules for Nonresident aliens. If you are athe form) will not apply to you. This determining whether a tax is creditable. nonresident alien, you generally cannotelection is available only if you meet all See Foreign Taxes Eligible for a Credit take the credit. However, you may beof the following conditions. and Foreign Taxes Not Eligible for a able to take the credit if:• All of your foreign source gross Credit on page 2. • You were a resident of Puerto Ricoincome was “passive category income” • You are still required to reduce the during your entire tax year, or(which includes most interest and taxes available for credit by any amount • You pay or accrue tax to a foreign

country or U.S. possession on income
from foreign sources that is effectively

Tax Help connected with a trade or business in
the United States. But if you must pay

For more information about, or assistance with, figuring the foreign tax credit, the following tax to a foreign country or U.S.
IRS resources are available. possession on income from U.S.

sources only because you are a citizenIRS Contacts • Call 1-800-829-1040 (in U.S. and Puerto Rico).
or a resident of that country or U.S.• Call 267-941-1000 (overseas) (not toll free).
possession, do not use that tax in• Contact IRS offices at U.S. Embassies in Beijing, London,
figuring the amount of your credit.Paris, or the U.S. consulate in Frankfurt.

• Before January 3, 2011, write to Internal Revenue Service, See section 906 for more information
International Section, P.O. Box 920, Bensalem, PA on the foreign tax credit allowed to a
19020-8518. After January 2, 2011, write to Internal nonresident alien individual.
Revenue Service, International Section, Philadelphia, PA
19255-0525. Credit or Deduction

Publications • Pub. 54, Tax Guide for U.S. Citizens and Resident Aliens Instead of claiming a credit for eligible
Abroad. foreign taxes, you can choose to

• Pub. 514, Foreign Tax Credit for Individuals. deduct foreign income taxes. Form
• Pub. 519, U.S. Tax Guide for Aliens. 1040 filers choosing to do so would
• Pub. 570, Tax Guide for Individuals With Income From U.S. deduct foreign income taxes on

Possessions. Schedule A (Form 1040), Itemized
• Pub. 575, Pension and Annuity Income. Deductions. Generally, if you take the

credit for any eligible foreign taxes, you

Cat. No. 11441F
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cannot take any part of that year’s amounts eligible for refund by the exclusion on Form 8873, Extraterritorial
foreign taxes as a deduction. However, foreign country. If you do not exercise Income Exclusion. However, see
even if you take the credit for eligible your available remedies to reduce the section 943(d) for an exception for
foreign taxes for the year, you can take amount of foreign tax to what you certain withholding taxes.
a deduction for: legally owe, a credit for the excess

You cannot take a credit for any• Foreign taxes not allowed as a credit amount is not allowed.
interest or penalties you must pay.because of boycott provisions. Example. Country X withholds $25

• Taxes paid to certain foreign of tax from a payment made to you.
countries for which a credit has been Foreign CurrencyUnder the income tax treaty between
denied, as described in item (2) under the United States and Country X, you ConversionForeign Taxes Not Eligible for a Credit owe only $15 and can claim a refund
on this page. Report all amounts in U.S. dollarsfrom Country X for the other $10. Only
• Taxes on income or gain that are not except where specified otherwise in$15 is eligible for the foreign tax credit
creditable because you do not meet the Part II. If you have to convert from(whether or not you apply for a refund).
holding period requirement, as foreign currency, attach a detailed2. Taxes imposed by and paid to
described in item (3) or (5) under explanation of how you figured thecertain foreign countries. These
Foreign Taxes Not Eligible for a Credit conversion rate.countries are those designated by the
on this page. Secretary of State as countries that If you take a credit for taxes paid, the• Taxes on income or gain that are not repeatedly provide support for acts of conversion rate is the rate of exchange
creditable because you have to make international terrorism, countries with in effect on the day you paid the foreign
related payments, as described in item which the United States does not have taxes (or on the day the tax was
(4) or (6) under Foreign Taxes Not diplomatic relations, or countries whose withheld). If you receive a refund of
Eligible for a Credit on this page. governments are not recognized by the foreign taxes paid, the conversion rate• Certain taxes paid or accrued to a United States. Pub. 514 contains a list is the rate in effect when you paid the
foreign country in connection with the of these countries. taxes, not when you receive the refund.
purchase or sale of oil or gas extracted 3. Foreign taxes withheld on a

If you choose to account for foreignin that country, as described in item (8) dividend from a corporation, if you have
income taxes on an accrual basis, youunder Foreign Taxes Not Eligible for a not held the stock for at least 16 days
must generally use the averageCredit on this page. within the 31-day period that begins 15
exchange rate for the tax year to whichdays before the ex-dividend date. ThisIf you want to change your election the taxes relate. However, you cannotrequired holding period is greater forto take a deduction instead of a credit, do so if any of the following apply.preferred-stock dividends attributable toor a credit instead of a deduction, you

1. The foreign taxes are actuallyperiods totaling more than 366 days.must do so within a special 10-year
paid more than 2 years after the closeSee section 901(k)(3) or Pub. 514.limitation period. See Pub. 514 for more
of the tax year to which they relate.4. Foreign taxes withheld on ainformation.

2. The foreign taxes are actuallydividend to the extent that you have to
paid in a tax year prior to the year tomake related payments on positions inForeign Taxes Eligible which they relate.similar or related property.

3. The foreign tax liability isfor a Credit Example. You receive a dividend
denominated in any inflationarysubject to foreign withholding tax. YouYou can take a credit for income, war currency.are obligated to pay someone else anprofits, and excess profits taxes paid or

Accrued foreign taxes not eligible foramount equal to all these dividends youaccrued during your tax year to any
conversion at the yearly averagereceive. You cannot claim a foreign taxforeign country or U.S. possession, or
exchange rate must be converted usingcredit for the withholding tax on theseany political subdivision (for example,
the exchange rate on the date ofdividends.city, state, or province), agency, or
payment of the tax. However, accrued5. Foreign taxes withheld on incomeinstrumentality of the country or
but unpaid foreign taxes denominatedor gain (other than dividends) frompossession. This includes taxes paid or
in inflationary currency must beproperty if you have not held theaccrued in lieu of a foreign or
translated into U.S. dollars using theproperty for at least 16 days within thepossession income, war profits, or
exchange rate on the last day of the31-day period that begins 15 daysexcess profits tax that is otherwise
U.S. tax year to which those taxesbefore the date on which the right togenerally imposed. For purposes of the
relate.receive the payment arises. Seecredit, U.S. possessions include Puerto

section 901(l) or Pub. 514.Rico and American Samoa. Inflationary currency. Inflationary6. Foreign taxes withheld on income
 U.S. citizens living in certain treaty currency means the currency of aor gain (other than dividends) from

countries may be able to take an country in which there is cumulativeproperty to the extent you have to make
additional foreign tax credit for foreign inflation during the 36 calendar monthsrelated payments on positions in similar
tax imposed on certain items of income immediately preceding the last day ofor related property.
from the United States. See Tax the tax year of at least 30%, as7. Payments of foreign tax that are
Treaties in Pub. 514 for details. If this determined by reference to thereturned to you in the form of a subsidy.
applies to you, use the worksheet near consumer price index of the country8. Taxes paid or accrued to a
the back of Pub. 514 to help you figure listed in the monthly issues offoreign country in connection with the
this additional credit. International Financial Statistics, or apurchase or sale of oil or gas extracted

successor publication, of thein that country if you do not have an
International Monetary Fund.Foreign Taxes Not economic interest in the oil or gas, and

the purchase price or sales price is Election to use exchange rate onEligible for a Credit different from the fair market value of date paid. If you have accrued foreign
You cannot take a credit for the the oil or gas at the time of the taxes that you are otherwise required to
following foreign taxes. purchase or sale. convert using the average exchange

1. Taxes paid to a foreign country 9. Foreign taxes paid or accrued on rate, you can elect to use the exchange
that you do not legally owe, including income for which you are claiming an rate in effect on the date the foreign
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taxes are paid if the taxes are foreign country is solely attributable to Compensation for labor or personal
denominated in a foreign currency. If exchange rate fluctuation and is less services as an employee. If you are
any of the accrued taxes are unpaid, than the smaller of: an employee and receive compensation
you must translate them into U.S. for labor or personal servicesa. $10,000, or
dollars using the exchange rate on the performed both inside and outside theb. 2% of the total dollar amount of
last day of the U.S. tax year to which United States, special rules apply inthe foreign tax initially accrued for that
those taxes relate. Once made, the determining the source of theforeign country for the U.S. tax year.
election applies to the tax year for compensation. Compensation (otherIn this case, you must adjust your
which made and all subsequent tax than fringe benefits) is sourced on aU.S. tax in the tax year in which the
years unless revoked with the consent time basis. Fringe benefits (such asaccrued foreign taxes are paid.
of the IRS. It must be made by the due housing and education) are sourced on
date (including extensions) for filing the a geographical basis. Or you may beIf any of the above situations occurs
tax return for the first tax year to which able to use an alternative basis toafter you file your return, you must file
the election applies. Make the election determine the source. If you use anForm 1040X, Amended U.S. Individual
by attaching a statement to the alternative basis, you may have toIncome Tax Return, or other amended
applicable tax return. check the box on line 1b (discussed onreturn, to notify the IRS so that your

page 14). See Pub. 514 for moreSpecial rules for a qualified business U.S. tax for the year or years affected
information.unit.  If you have a qualified business can be redetermined. Complete and

unit, see Pub. 514 for special rules for attach to Form 1040X (or other Categories of Incomeconverting foreign income and taxes amended return) a revised Form 1116
into U.S. dollars. You may have a for the tax year(s) affected and a Use a separate Form 1116 to figure the
qualified business unit if you own and statement that contains information credit for each category of foreign
operate a business or are sufficient for the IRS to redetermine source income listed above Part I of
self-employed in a foreign country. your U.S. tax liability. See Pub. 514 for Form 1116. The following instructions

more information. tell you what kind of income to include
in each category. For more information,Foreign Tax Credit

If you do not notify the IRS of a see Pub. 514, Code section 904, and
foreign tax refund or change inRedeterminations Regulations sections 1.904-4 and
the dollar amount of foreignCAUTION

!
1.904-5.If you claim a credit for foreign taxes

taxes paid or accrued, you will have topaid, and you receive a refund of all or a. Passive Category Incomepay a penalty unless you can show thatpart of those taxes in a later year, you
the failure to notify the IRS is due to Passive category income consists ofmust file an amended return reducing
reasonable cause and not due to willful passive income and specified passivethe taxes credited by the amount
neglect. category income.refunded.

 Passive category income does notIf you claim the foreign tax credit Income From Sources include gain from the sale of inventorybased on foreign taxes accrued instead
or property held primarily for sale toof foreign taxes paid, your credit must Outside the customers in the ordinary course ofbe redetermined in any of the following
your trade or business; gain fromsituations. United States
commodities hedging transactions; and1. Your accrued taxes when paid Foreign source income generally active business gains or losses ofdiffer from the amount you claimed as a includes, but is not limited to, the producers, processors, merchants, orcredit. following: handlers of commodities. It may also2. You do not pay the accrued taxes • Compensation for services not include dividends, interest, rents, orwithin 2 years after the close of the tax performed outside the United States. royalties received from a controlledyear to which they relate. • Interest income from a payer located foreign corporation (CFC) in which yououtside the United States.If this applies to you, you must are a U.S. shareholder who owns 10%• Dividends from a corporationreduce the credit previously claimed by or more of the total voting power of allincorporated outside the United States.the amount of the unpaid taxes. You classes of the corporation’s stock.• Gain on the sale of nondepreciablewill not be allowed a credit for the Passive income. Passive incomepersonal property you sold whileunpaid taxes until you pay them. When generally includes dividends, interest,maintaining a tax home outside theyou pay the accrued taxes, you must royalties, rents, annuities, gain from theUnited States, if you paid a tax of attranslate them into U.S. dollars using sale of property that produces suchleast 10% of the gain to a foreignthe exchange rate as of the date they income or of non-income-producingcountry.were paid. The foreign tax credit is investment property, and gains fromallowed for the year to which the Foreign source income generally foreign currency or commoditiesforeign tax relates. See Foreign does not include gain realized on the transactions. Capital gains not relatedCurrency Conversion earlier. sale or exchange of personal property to the active conduct of a trade or3. After you pay the accrued taxes, by a U.S. resident as defined in section business are also generally passiveyou receive a full or partial refund of 865(g). income.them.

Passive income does not include4. For taxes taken into account Special rules apply in determining
export financing interest, activewhen accrued but translated into dollars the source of income from the sale of
business rents and royalties, oron the date of payment, the dollar value inventory; sale of depreciable property
high-taxed income (see High-taxedof the accrued tax differs from the dollar used in a trade or business; sale of
income on page 4).value of the tax paid because of intangible property such as a patent,

fluctuations in the exchange rate copyright, or trademark; ocean Specified passive category income.
between the date of accrual and the activities; and transportation services Dividends from a DISC (domestic
date of payment. However, no that begin or end in the United States international sales corporation) or
redetermination is required if the or a U.S. possession. See Pub. 514 for former DISC to the extent they are
change in foreign tax liability for each more information. treated as foreign source income, and
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certain distributions from a former FSC High-taxed income. In some cases, Presidential waiver. The President of
(foreign sales corporation) are specified passive income and taxes must be the United States has the authority to
passive category income. treated as general category income and waive the denial of the credit with

taxes. Generally, passive income and respect to a sanctioned country if (a) it
b. General Category Income taxes must be treated as general is in the national interest of the United

category income if the foreign taxes States and will expand trade andGeneral category income is income that
you paid on the income (after allocation investment opportunities for U.S.is not passive category income or
of expenses) exceed the highest U.S. companies in such sanctioned country,income described in categories c, d,
tax that can be imposed on the income. and (b) the President reports to theand e, discussed later. General
However, passive income that is Congress, not less than 30 days beforecategory income may include:
financial services income is treated as the waiver is granted, the intention to• Wages, salary, and overseas
general category income regardless of grant such a waiver and the reason forallowances of an individual as an
whether it is high-taxed income. See such waiver.employee.
Pub. 514 and Regulations section• Income earned in the active conduct

Since no credit is allowed for1.904-4(c) for more information.of a trade or business.
taxes paid to sanctioned• Gains from the sale of inventory or

c. Section 901(j) Income countries, you would generally
TIP

depreciable property used in a trade or
complete Form 1116 for this categoryNo credit is allowed for foreign taxesbusiness.
only through line 16.imposed by and paid or accrued toFinancial services income. In

certain sanctioned countries. However,general, financial services income is d. Certain Incomeincome derived from each such countrytreated as general category income if it
is subject to a separate foreign tax Re-Sourced by Treatyis derived by a financial services entity.
credit limitation. Therefore, you mustYou are a financial services entity if you If a sourcing rule in an applicableuse a separate Form 1116 for incomeare predominantly engaged in the income tax treaty treats any of thederived from each such country.active conduct of a banking, insurance, types of income described below as

financing, or similar business for any These countries are those foreign source, and you elect to apply
taxable year. Financial services income designated by the Secretary of State as the treaty, the income will be treated as
of a financial services entity generally countries that repeatedly provide foreign source.
includes income derived in the active support for acts of international
conduct of a banking, financing, terrorism, countries with which the 1. Certain gains (section 865(h)), or
insurance or similar business. Financial United States does not have diplomatic 2. Certain income from a
services income of a financial services relations, or countries whose U.S.-owned foreign corporation (section
entity also includes passive income and governments are not recognized by the 904(h)(10)). See Regulations section
certain incidental income. United States. Pub. 514 contains a list 1.904-5(m)(7) for an example.

of these countries. 3. For tax years beginning afterIf you qualify as a financial services
August 10, 2010, any item of U.S.entity because you treat certain items If you paid taxes to a country that
source income (not only (1) and (2)of income as active financing income ceased to be a sanctioned country
above) that is re-sourced as foreignunder Regulations section during the tax year, see Pub. 514 for
income.1.904-4(e)(2)(i)(Y), you must show the details on how to figure the foreign tax

type and amount of each item on an credit for the period that begins after
Important. You must compute aattachment to Form 1116. the end of the sanctions.
separate foreign tax credit limitation for
any such income for which you claim
benefits under a treaty, using a

Keep for Your separate Form 1116 for each amount ofWorksheet for Lump-Sum Distributions Records re-sourced income from a treaty
country. Add the amounts from line 21

1. Enter the amount from Form 1116, line 8 . . . . . . . . . . . . . . . . . 1. of each separate Form 1116 and enter
the total on line 24 of your summary2. Enter the sum of the amounts from Form 4972, lines 6 and 12,
Form 1116 (that is, the Form 1116 forthat are from foreign sources. Also enter this amount 
which you are completing Part IV). Inon Form 1116, line 16 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 2.
addition, you may be required to file

3. Enter the sum of the amounts from Form 4972, lines 6 and 12, Form 8833, Treaty-Based Return
that are from all sources (both U.S. and foreign). Also enter Position Disclosure Under Section 6114
this amount on Form 1116, line 17 . . . . . . . . . . . . . . . . . . . . . . 3. or 7701(b), for the re-sourced income.

4. Divide line 2 by line 3. Enter the result as a decimal (rounded For tax years beginning before
to at least four places) here and on Form 1116, line 18. If August 11, 2010, income (other
line 2 is equal to or more than line 3, enter “1” . . . . . . . . . . . . . 4. than (1) and (2) above) that is

TIP

re-sourced under the terms of an5. Enter the amount from Form 4972, line 30. Also include 
income tax treaty (for example,this amount on Form 1116, line 19 . . . . . . . . . . . . . . . . . . . . . . 5.
compensation for services performed in

Caution: Do not include the amount on line 5 above in the the United States by a U.S. citizen
tax you enter on line 19 of any other Form 1116 you resident in a foreign country) is not
are filing. subject to a separate foreign tax credit

limitation. However, the specific treaty6. Multiply line 5 by line 4. Enter the result here and on 
may provide for other restrictions on theForm 1116, line 20 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 6.
amount of income that is re-sourced or

7. Enter the smaller of line 1 or line 6 here and on Form 1116, the amount of credit that is allowed with
line 21. To the left of line 21, write “LSD” . . . . . . . . . . . . . . . . . 7. respect to foreign tax paid on

re-sourced income. See, for example,

-4- Instructions for Form 1116 (2010)
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article 24, paragraph 2, of the treaty from that partnership or S corporation resident (as defined below), the income
between France and the United States. as passive income. See Regulations is U.S. source income. If you are a

section 1.904-5(h)(2) for more details nonresident (as defined below), the
e. Lump-Sum Distributions and exceptions. income is foreign source income.
You can take a foreign tax credit for U.S. resident. A U.S. resident is aThis rule takes precedence overtaxes you paid or accrued on a foreign U.S. citizen or resident alien who doesthe income category rulessource lump-sum distribution from a not have a tax home in a foreignoutlined in the instructions thatCAUTION

!
pension plan. Special formulas may be country or a nonresident alien who hasfollow for line 16, codes C and D–F, (orused to figure a separate tax on a a tax home in the United States.line 14, codes C and D–F) of thequalified lump-sum distribution for the

Schedule K-1, and the apportionment Tax home. Generally, your taxyear in which the distribution is
of deductions rules outlined in the home is the general area of your mainreceived. See Pub. 575 for more
instructions on page 6 for line 16, place of business, employment, or postinformation.
codes H and I–K, (or line 14 codes H of duty, regardless of where you

If you are able to elect, and do elect, and I–K) of the Schedule K-1. maintain your family home. Your tax
to figure your U.S. tax on a lump-sum home is the place where you areReporting amounts on Form 1116.distribution using Form 4972, Tax on permanently or indefinitely engaged toInclude amounts reported to you onLump-Sum Distributions, a separate work as an employee or self-employedSchedule K-1 with any other amountsforeign tax credit limitation applies. Use individual. If you do not have a regularreportable on Form 1116 using:a separate Form 1116. On this or main place of business because of• A separate Form 1116 for eachseparate Form 1116, check box e the nature of your work, then your taxcategory of income.above Part I. Skip Part I. Complete Part home is the place where you regularly• A separate column in Part I and aII showing only foreign taxes that are live. If you do not fit either of theseseparate line in Part II for each countryattributable to the lump-sum categories, you are considered anor possession.distribution. Then, complete the itinerant and your tax home is wherever
Worksheet for Lump-Sum Distributions Explanation of Certain Line you work.
on page 4 to figure the amounts to Items on Schedule K-1 Nonresident. A nonresident is anyenter in Part III.

person who is not a U.S. resident. U.S.In each instance that follows, citizens and resident aliens with aSpecial Rules the first line reference is to the foreign tax home will not be treated asSchedule K-1 for Form 1065
TIP

nonresidents for a sale of eligibleLook-Through Rules and the second line reference is to the personal property unless a foreign taxSchedule K-1 for Form 1120S. (TheCertain income received or accrued by of 10% or more was paid or accrued onSchedule K-1 for Form 1065-B includesyou as a 10%-or-more U.S. shareholder the gain on the sale (or, in the case of aall foreign tax information in box 9 or inin a controlled foreign corporation loss sale, a foreign tax of 10% or morean attachment for box 9.)(CFC) is treated as income in one of would have been paid had the sale
the separate categories listed under Line 16, code B, or line 14, code resulted in a gain).
Categories of Income starting on page B—Gross income from all sources.

Note. To help you with these rules, the3. For example, Subpart F inclusions, Combine your distributive share of
partnership or S corporation hasdividends, interest, rents, and royalties “gross income from all sources” with all
specifically identified the following.from a CFC are treated as separate of your other gross income and enter • Gains on the sale of eligible personalcategory income to the extent they are the total on line 3e. “Gross income from
property for which a foreign tax of 10%attributable to separate category all sources” is a constant amount (that
or more was paid or accrued.income of the CFC. See Regulations is, you will enter the same amount on • Losses on the sale of eligiblesection 1.904-5 for more information. line 3e of all Forms 1116 that you file).
personal property for which a foreign

Line 16, code C, or line 14, code tax of 10% or more would have beenReporting Foreign Tax
C—Gross income sourced at partner paid had the sale resulted in a gain.Information From or shareholder level. This line

Include foreign source income inincludes income from the sale ofPartnerships and S
Part I of the applicable Form 1116 (thateligible personal property (mostCorporations is, the Form 1116 for each category ofpersonal property other than inventory,

If you received a 2010 Schedule K-1 income provided to you for this line ofdepreciable property, and certain
from a partnership or S corporation that the Schedule K-1). Do not include inintangible property). See Pub. 514 for
includes foreign tax information, use the Part I of Form 1116 income that youdetails.
rules below to report that information on determined (using the above rules) to
Form 1116. Although all income reported to be U.S. source income.

you on this line of the ScheduleGeneral Information for If the partnership or SK-1 has been apportioned toCAUTION
!

Partners and S Corporation corporation has specificallyseparate categories of income, you
Shareholders identified any capital gains ormust nevertheless first determine CAUTION

!
losses or unrecaptured section 1250(using the rules below) whether theLess-than-10% limited partners and
gain on this line (Schedule K-1, line 16,income on this line is U.S. sourcecertain less-than-10% S corporation
code C, or line 14, code C) and youincome or foreign source income. Then,shareholders. If you are a limited
have determined that those gains orenter only foreign source income in Partpartner or an S corporation shareholder
losses are foreign source, see ForeignI of each of the applicable Forms 1116who does not actively participate in the
Qualified Dividends and Capital Gains(that is, those Forms 1116 for eachmanagement of the S corporation and
(Losses) on page 6 before entering ancategory of income you received fromyou own a less-than-10% interest (by
amount in Part I of Form 1116.the partnership or S corporation).value) in the partnership or S

corporation, you generally may Use the following rules to source the Line 16, codes D, E, and F, or line 14,
categorize your distributive share of income reported to you on this line of codes D, E, and F—Foreign gross
foreign source income and deductions the Schedule K-1. If you are a U.S. income sourced at partnership or S

-5-Instructions for Form 1116 (2010)
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corporation level. Income reported Combine your distributive share of If you completed the Qualified
on this line has already been sourced these expenses with all of your other Dividends and Capital Gain Tax
for you by the partnership or S like expenses, if any, and then allocate Worksheet in the instructions for your
corporation. The partnership or S and apportion them using the tax return, and are not required to file
corporation has reported this income to applicable rules (for example, for Schedule D, see Qualified Dividends
you by country and by category of research and experimental expenses, and Capital Gain Tax Worksheet
income. Include these amounts in Part I the rules under Regulations section (Individuals), next, to determine the
of each of the applicable Forms 1116 1.861-17(f)). adjustments you may be required to
(that is, those Forms 1116 for each make. If you completed the QualifiedInclude expenses that you allocatecategory of income you received). Dividends Tax Worksheet in theto foreign source income on line 2 of Instructions for Form 1041, seethe applicable Form 1116. ExpensesYou should disregard any Qualified Dividends Tax Worksheetthat you allocate to U.S. source incomeinformation shown on your (Estates and Trusts), later, to determineshould not be entered on any line ofSchedule K-1 pertaining to
TIP

the adjustments you may be required toPart I of Form 1116.gross income attributable to a foreign make. If you are required to file
branch. It is intended only for corporate Line 16, codes I, J, and K, or line 14, Schedule D, see Schedule D Filers, on
partners preparing Form 1118. codes I, J, and K—Deductions the next page, to determine the
Line 16, code G, or line 14, code allocated and apportioned at adjustments you may be required to
G—Interest expense. See the partnership or S corporation level to make.
instructions for line 4b on page 15 to foreign source income. The You can elect not to make theallocate and apportion the interest partnership or S corporation has adjustments to your qualified dividendsexpense shown on this line of Schedule already allocated these expenses to and capital gains if you qualify for theK-1. In applying those instructions, take foreign source income and has reported adjustment exception. See Adjustmentinto account your distributive share of them to you by country and by category exception under Qualified Dividendsthe partnership’s or S corporation’s of income. Include these amounts on and Capital Gain Tax Worksheetgross income (for purposes of the line 2 of each of the applicable Forms (Individuals), Qualified Dividends Tax$5,000 threshold) or your pro rata 1116 (that is, those Forms 1116 for Worksheet (Estates and Trusts), andshare of the partnership’s or S each category of income you received). Schedule D Filers.corporation’s assets. However, if you

You should disregard anywere a limited partner or an S Qualified Dividends andinformation shown on yourcorporation shareholder who did not
Schedule K-1 pertaining to Capital Gain Tax Worksheet

TIP
actively participate in the management

definitely allocable deductionsof the S corporation and your interest in (Individuals)
attributable to a foreign branch. It isthe partnership or S corporation was If you completed the Qualifiedintended only for corporate partnersless than 10%, see the next paragraph. Dividends and Capital Gain Taxpreparing Form 1118.Include interest expense that you Worksheet in your tax return

allocate to foreign source income on Line 16, codes L and M, or line 14, instructions and you do not have to file
line 4b of the applicable Form 1116. Do codes L and M—Total foreign taxes. Schedule D, you may have to adjust
not enter in Part I of Form 1116 any The partnership or S corporation has the amount of your foreign source
interest expense that you allocate to already allocated and apportioned total qualified dividends and capital gain
U.S. source income. foreign taxes for you and has reported distributions.

them to you by country and by categoryLess-than-10% limited partners Form 1040 filers. You must adjust theof income. Include these amounts inand certain less-than-10% S amount of your foreign source qualifiedPart II of each of the applicable Formscorporation shareholders. If you are dividends and capital gain distributions1116 (that is, those Forms 1116 fora limited partner or an S corporation if both of the following apply:each category of income you received).shareholder (who does not actively • Line 7 of the Qualified Dividends andparticipate in the management of the S Line 16, code N, or line 14, code Capital Gain Tax Worksheet is greatercorporation) and you own (directly or N—Reduction in taxes available for than zero.indirectly) a less-than-10% interest (by credit. The partnership or S • Line 17 of the Qualified Dividendsincome) in the partnership or S corporation has already apportioned the and Capital Gain Tax Worksheet is lesscorporation, you may generally allocate reduction in taxes available for credit than line 18 of that worksheet.your distributive share of interest and has reported it to you by country Form 1040NR filers. You must adjustexpense from that partnership or S and by category of income. Include the amount of your foreign sourcecorporation to foreign or U.S. source these amounts on line 12 of each of the qualified dividends and capital gainincome based on your distributive share applicable Forms 1116 (that is, those distributions if both of the followingof the gross foreign or U.S. source Forms 1116 for each category of apply:income of that partnership or S income you received). • Line 5 of the Qualified Dividends andcorporation. The interest expense you
Capital Gain Tax Worksheet is greaterallocate to foreign source income Foreign Qualified than zero.generally may be apportioned
• Line 15 of the Qualified Dividendsexclusively to passive category income. Dividends and Capital and Capital Gain Tax Worksheet is lessHowever, see Temporary Regulations
than line 16 of that worksheet.section 1.861-9T(e)(4) for exceptions. Gains (Losses)

Line 16, code H, or line 14, code If you have foreign source qualified Adjustment exception. If you qualify
H—Other expenses. This line dividends or foreign source capital for the adjustment exception, you can
includes expenses (other than interest gains (including any foreign source elect not to adjust your foreign source
expense) of the partnership or S capital gain distributions) or losses, you capital gain distributions and qualified
corporation that must be allocated and may be required to make certain dividends. You make this election by
apportioned at the partner or adjustments to those amounts before not adjusting these items. If you make
shareholder level (for example, taking them into account on line 1a this election, you must elect not to
research and experimental expenses). (gross income) or line 5 (losses). adjust any of your foreign source
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qualified dividends or capital gain No adjustments required. If you are the applicable Form 1116 without
distributions. not required to adjust the amount of adjustment.

your foreign source qualified dividendsAdjustment exception for Form
or capital gain distributions, or you Schedule D Filers1040 filers.  You qualify for the
qualify for the adjustment exception andadjustment exception if you meet both Note. Throughout these instructions,
elect not to adjust these items, includeof the following requirements. references to Schedule D (Form 1041)
the amount of your foreign source are for estates and trusts only.1. Line 7 of the Qualified Dividends qualified dividends and capital gainand Capital Gain Tax Worksheet does Adjustments to foreign qualifieddistributions in each separate categorynot exceed: dividends. If you are required to file(without adjustment) on line 1a of thea. $209,250 if married filing jointly or Schedule D (Form 1040, or Formapplicable Form 1116.qualifying widow(er), 1041), you must adjust the amount of

b. $104,625 if married filing your foreign source qualified dividendsQualified Dividends Taxseparately, that you include on line 1a of FormWorksheet (Estates andc. $171,850 if single, or 1116 if one of the following applies to
d. $190,550 if head of household. Trusts) you.
2. The amount of your foreign If you completed the Qualified 1. You figured your tax using the

source capital gain distributions, plus Dividends Tax Worksheet in the Qualified Dividends and Capital Gain
the amount of your foreign source Instructions for Form 1041, you must Tax Worksheet in the Form 1040
qualified dividends, is less than adjust the amount of your foreign instructions, line 7 of that worksheet is
$20,000. For this purpose, ignore any source qualified dividends if: greater than zero, and line 17 of that
capital gain distributions or qualified • Line 5 of the Qualified Dividends Tax worksheet is less than line 18.
dividends you elected to include on Worksheet is greater than zero, and 2. You figured your tax using the
Form 4952, line 4g. • Line 14 of the Qualified Dividends Qualified Dividends and Capital Gain

Tax Worksheet is less than line 15 of Tax Worksheet in the Form 1040NRAdjustment exception for Form that worksheet. instructions, line 5 of that worksheet is1040NR filers. If you file Form
greater than zero, and line 15 of thatAdjustment exception. If you qualify1040NR, you qualify for the adjustment
worksheet is less than line 16.for the adjustment exception, you canexception if you meet both of the

3. You figured your tax usingelect not to adjust your foreign sourcefollowing requirements.
Schedule D (Form 1041), line 23 ofqualified dividends. You make this1. Line 5 of the Qualified Dividends Schedule D is greater than zero, andelection by not adjusting theseand Capital Gain Tax Worksheet does line 32 of Schedule D is less than linedividends. If you make this election,not exceed: 33.you must elect not to adjust any of youra. $209,250 if you checked filing 4. You figured your tax using theforeign source qualified dividends. Youstatus box 6, Schedule D Tax Worksheet (in thequalify for the adjustment exception if:b. $104,625 if you checked filing Schedule D (Form 1040) instructions),1. Line 5 of the Qualified Dividendsstatus box 3, 4, or 5, or line 18 of the Schedule D TaxTax Worksheet does not exceedc. $171,850 if you checked filing Worksheet is greater than zero, and$8,200, andstatus box 1 or 2. line 35 of the Schedule D Tax2. The amount of foreign source2. The amount of your foreign Worksheet is less than line 36.qualified dividends reported on Formsource capital gain distributions, plus 5. You figured your tax using the1041, line 2b(2), is less than $20,000.the amount of your foreign source Schedule D Tax Worksheet (in theFor this purpose, ignore any qualifiedqualified dividends, is less than Schedule D (Form 1041) instructions),dividends you elected to include on$20,000. line 17 of the Schedule D TaxForm 4952, line 4g. Worksheet is greater than zero, andHow to make adjustments. To adjust line 34 of the Schedule D TaxHow to make adjustment. To adjustyour foreign source qualified dividends Worksheet is less than line 35.your foreign source qualified dividends,or capital gain distributions, multiply

multiply your foreign source qualifiedyour foreign source qualified dividends Adjustment exception. If youdividends in each separate category byor capital gain distributions in each qualify for the adjustment exception,0.4286 if the foreign source qualifiedseparate category by 0.4286 if the you can elect not to adjust your foreigndividends are taxed at a rate of 15%.foreign source qualified dividends or source qualified dividends. You makeInclude the results on line 1a.capital gain distributions are taxed at a this election by not adjusting theserate of 15%. Include the results on line You adjust your foreign source dividends or your foreign capital gains1a of the applicable Form 1116. qualified dividends taxed at the 0% rate (or losses). If you make this election,
You adjust your foreign source by not including them on line 1a. you must elect not to adjust any of your

qualified dividends or capital gain Amounts taxed at the 0% rate are on foreign source qualified dividends. You
distributions taxed at the 0% rate by line 8 of the Qualified Dividends Tax qualify for the adjustment exception if
not including them on line 1a. Amounts Worksheet. the amount of your foreign source net
taxed at the 0% rate are on line 11 of capital gain, plus the amount of your
the Qualified Dividends and Capital Do not adjust the amount of any foreign source qualified dividends, is
Gain Tax Worksheet in the Form 1040 foreign source qualified less than $20,000 and one of the
instructions and line 9 of the Qualified dividends that you elected toCAUTION

!
following applies to you.

Dividends and Capital Gain Tax include on Form 4952, line 4g. 1. Line 7 of the Qualified DividendsWorksheet in the Form 1040NR No adjustment required. If you are and Capital Gain Tax Worksheet in theinstructions. not required to make adjustments to Form 1040 instructions or line 18 of the
Do not adjust the amount of any your foreign source qualified dividends Schedule D Tax Worksheet in the
foreign source qualified (or you qualify for the adjustment Schedule D (Form 1040) instructions is
dividends or capital gain exception and you elected not to adjust less than or equal to:CAUTION

!
distributions that you elected to include these dividends), include your foreign a. $209,250 if married filing jointly or
on Form 4952, line 4g. source qualified dividends on line 1a of qualifying widow(er),
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b. $104,625 if married filing Do not adjust the amount of any zero, or (c) line 17 of that worksheet is
separately, foreign source qualified equal to or greater than line 18.

c. $171,850 if single, or dividends that you elected toCAUTION
!

• You figured your tax using the
d. $190,550 if head of household. include on Form 4952, line 4g. Qualified Dividends and Capital Gain

Tax Worksheet in the Form 1040NR2. Line 5 of the Qualified Dividends No adjustment required. If you instructions and (a) line 3 of thatand Capital Gain Tax Worksheet in the
are not required to adjust your foreign worksheet is zero, (b) line 5 of thatForm 1040NR instructions or line 18 of
source qualified dividends (or you worksheet is zero, or (c) line 15 of thatthe Schedule D Tax Worksheet in the
qualify for the adjustment exception and worksheet is equal to or greater thanSchedule D (Form 1040) instructions is
elect not to adjust these dividends), line 16.less than or equal to:
include on line 1a of Form 1116 the fulla. $209,250 if you checked filing • You figured your tax using Scheduleamount of foreign source qualifiedstatus box 6, D (Form 1041) and (a) line 23 ofdividends without adjustment.b. $104,625 if you checked filing Schedule D is zero, (b) line 18 of

status box 3, 4, or 5, or Schedule D minus the amount on FormAdjustments to foreign capital gains
c. $171,850 if you checked filing 4952, line 4e, that you elected toand losses. You must use Worksheet

status box 1 or 2. include on Form 4952, line 4g, is zeroA, Worksheet B, or the instructions for
or less, or (c) line 32 is equal to or3. Line 23 of Schedule D (Form Capital Gains and Losses in Pub. 514
greater than line 33.1041) or line 17 of the Schedule D Tax to determine the adjustments you must

Worksheet in the Schedule D (Form • You figured your tax using themake to your foreign capital gains or
1041) instructions is less than or equal Schedule D Tax Worksheet (in thelosses. Read the instructions below to
to $8,200. Schedule D (Form 1040) instructions)see if you qualify to use Worksheet A or

and (a) line 18 is zero, (b) line 9 is zeroWorksheet B. If you do not qualify to
Note. Your foreign source net or less, or (c) line 35 is equal to oruse Worksheet A or Worksheet B, use

capital gain is the excess of your net greater than line 36.the instructions for Capital Gains and
long-term capital gain from foreign Losses in Pub. 514 to determine the • You figured your tax using thesources over your net short-term capital adjustments you must make. Schedule D Tax Worksheet (in theloss from foreign sources. Ignore any

Schedule D (Form 1041) instructions)long-term capital gains you elected to Before you complete Worksheet and (a) line 17 is zero, (b) line 9 is zeroinclude on Form 4952, line 4g, in A or Worksheet B, you must or less, or (c) line 34 is equal to ordetermining your foreign source net reduce each foreign sourceCAUTION
!

greater than line 35capital gain. Ignore any qualified long-term capital gain by the amount ofdividends you elected to include on Complete Worksheet A only once,that gain you elected to include onForm 4952, line 4g, in determining the even if you have capital gains or lossesForm 4952, line 4g. The gain youamount of your foreign source qualified in two separate categories. Keep theelected to include on Form 4952, linedividends. completed Worksheet A for your4g, must be entered directly on line 1a
How to make adjustment. To records. Do not file Worksheet A withof the applicable Form 1116 without

adjust your foreign source qualified your tax return.adjustment.
dividends, multiply your foreign source
qualified dividends in each separate Capital losses are deductible only upWorksheet A. You can use
category by 0.4286 if the foreign source to $3,000 of ordinary income.Worksheet A on page 9 to determine
qualified dividends are taxed at a rate the adjustments you must make to your

Worksheet B. If you do not qualifyof 15%. Include the results on line 1a of foreign source capital gains or losses if
to use Worksheet A, use Worksheet Bthe applicable Form 1116. you have foreign source capital gains
on page 10 to determine theor losses in no more than two separateYou adjust your foreign source
adjustments you must make to yourcategories and any of the followingqualified dividends taxed at the 0% rate
foreign source capital gains or losses if:apply.by not including them on line 1a.
• You have foreign source capital• You qualify for the adjustmentAmounts taxed at the 0% rate are on
gains or losses in no more than twoexception discussed earlier underthe following line of the worksheet or
separate categories,Adjustments to foreign qualifiedschedule you completed.
• You did not complete thedividends under Schedule D Filers and1. Line 11 of the Qualified Dividends
Unrecaptured Section 1250 Gainyou did not make any adjustments toand Capital Gain Tax Worksheet in the
Worksheet or the 28% Rate Gainyour foreign qualified dividends (if any).Form 1040 instructions.
Worksheet in the Schedule D• Line 15 or 16 of Schedule D (Form2. Line 9 of the Qualified Dividends
instructions, and1040) (line 14a or 15 of Schedule Dand Capital Gain Tax Worksheet in the
• You do not have any capital gains(Form 1041)) is zero or a loss.Form 1040NR instructions.
taxed at a rate of 0%.3. Line 20 of the Schedule D Tax • You figured your tax using the

Worksheet in the Schedule D (Form Qualified Dividends and Capital Gain
Complete Worksheet B only once,1040) instructions. Tax Worksheet in the Form 1040

even if you have capital gains or losses4. Line 19 of the Schedule D Tax instructions and (a) line 3 of that
in two separate categories. Keep theWorksheet in the Schedule D (Form worksheet minus the amount on Form
completed Worksheet B for your1041) instructions. 4952, line 4e, that you elected to
records. Do not file Worksheet B with5. Line 26 of Schedule D (Form include on Form 4952, line 4g, is zero
your tax return.1041). or less, (b) line 7 of that worksheet is
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Keep for Your
Worksheet A (See instructions) 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) 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 12 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 13 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?

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

M 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?

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

M 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?

M 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).

M 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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column in Part I. Enter “RIC” on line g. High-taxed income. On your Form
Total all foreign taxes passed through 1116 for passive category income,Specific Instructions
and enter the total on a single line in passive income that is treated as
Part II for the applicable category. general category income because it isPart I—Taxable Income high taxed should be included on line
Lines 1a and 1b—Foreign 1a in the column for the countryor Loss From Sources entered on line g. Also, enter the highGross Income

taxed income in the “HTKO” column onOutside the United Include income in the category checked
line 1a as a negative number. On yourabove Part I that is taxable by theStates Form 1116 for general categoryUnited States and is from sources
income, the high-taxed income shouldwithin the country entered on line g.Part I must be completed by all be entered as a positive number on lineYou must include income even if it isfilers unless specifically 1a in the “HTKO” column.not taxable by that foreign country.indicated otherwise in theseCAUTION

!
Identify the type of income on the Line 1binstructions. dotted line next to line 1a. Do not You must check the box on line 1b if allinclude any earned income excluded onLine g—Foreign Country or of the following apply.Form 2555, Foreign Earned Income, or • The income on line 1a isU.S. Possession Form 2555-EZ, Foreign Earned Income compensation for services youGenerally, if you received income from, Exclusion. performed as an employee.or paid taxes to, more than one foreign Example. If you received dividends • Your total employee compensationcountry or U.S. possession, report (passive category income) and wages from both U.S. and foreign sources wasinformation on a country-by-country (general category income) from foreign $250,000 or more.basis on Form 1116, Parts I and II. Use sources, you must complete two Forms • You used an alternative basisa separate column in Part I and a 1116. On one Form 1116, check box a (discussed in Pub. 514) to determineseparate line in Part II for each country (passive category income), enter the the source of the compensation enteredor possession. If you paid taxes to dividends on line 1a, and write on line 1a.more than three countries or “Dividends” on the dotted line. On the

In addition, attach to Form 1116 apossessions, attach additional sheets other Form 1116, check box b (general
statement that contains the followingfollowing the format of Parts I and II. category income), enter on line 1a
information.If you have passive income that is wages not excluded on Form 2555 or • The specific compensation income ortreated as general category income Form 2555-EZ, and write “Wages” on
the specific fringe benefit for which thebecause it is high taxed, use a separate the dotted line. Complete Parts I, II, and
alternative basis is used.column in Part I. Enter “HTKO” on line III of each Form 1116. Then, complete • For each such item, the alternativeg of Forms 1116 for passive category Part IV on the Form 1116 with the
basis of allocation of source used.income and general category income. larger amount entered on line 21. • For each such item, a computation

You do not need to report If you are filing a Form 1116 showing how the alternative allocation
income passed through from a that includes foreign source was computed.
mutual fund or other regulated

TIP
qualified dividends or foreignCAUTION

!
• A comparison of the dollar amount of

investment company (RIC) on a source capital gains or losses, see the compensation sourced within and
country-by-country basis. Total all Foreign Qualified Dividends and Capital without the United States under both
income, in the applicable category, Gains (Losses) starting on page 6. the alternative basis and the time or
passed through from the mutual fund or geographical basis for determining the
other RIC and enter the total in a single source.

You must keep documentation
showing why the alternative basis more
properly determines the source of theWorksheet for Home Mortgage Interest Keep for Your
compensation.—Line 4a Records

Lines 2 Through
Note: Before you complete this worksheet, read the instructions for line 4a on 5—Deductions and Lossespage 15.

You must reduce your foreign gross
1. Enter gross foreign source income* of the type shown on income on line 1a by entering on lines 2

Form 1116. Do not enter income excluded on Form 2555 through 5:
• Any of your deductions that definitelyor Form 2555-EZ . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 1.
relate to that foreign income, and

2. Enter gross income from all sources. Do not enter income • A ratable share of your other
excluded on Form 2555 or Form 2555-EZ . . . . . . . . . . . . .  2. deductions that do not definitely relate

to that foreign income, any other3. Divide line 1 by line 2 and enter the result as a decimal
foreign income, or U.S. source income.(rounded to at least four places) . . . . . . . . . . . . . . . . . . . . 3.

Do not enter any amounts on lines 2
4. Enter deductible home mortgage interest (from lines 10 through 5 for your HTKO column. Add

through 13 of Schedule A (Form 1040)) . . . . . . . . . . . . . . 4. all deductions that are definitely related
or apportioned to passive income that5. Multiply line 4 by line 3. Enter the result here and on the is treated as general category income

appropriate Form 1116, line 4a . . . . . . . . . . . . . . . . . . . . . 5. because it is high-taxed and enter the
total amount of those deductions on*If you have to report income from more than one country on Form 1116, complete
line 6 in the HTKO column. Enter thea separate worksheet for each country. Use only the income from that country on
amount as a negative number on yourline 1 of the worksheet.
Form 1116 for passive category
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income. Enter the amount as a positive example, the deduction for alimony paid estate, and your gross foreign source
number on your Form 1116 for general from Form 1040, line 31a). income (including any income excluded
category income. on Form 2555 or Form 2555-EZ) doesLines 3d and 3e not exceed $5,000, you can allocate allDo not include: For lines 3d and 3e, gross income of your interest expense to U.S. source• Deductions and losses related to means the total of your gross receipts income. Otherwise, each type ofexempt or excluded income, such as (reduced by cost of goods sold), total interest expense is apportionedforeign earned income you have capital and ordinary gains (before separately using an “asset method.”excluded on Form 2555 or subtracting any losses), and all other See Pub. 514 for more information.Form 2555-EZ. income (before subtracting any Example. You have investment• The deduction for personal deductions). interest expense of $2,000. Your assetsexemptions.

Line 3d. Enter your gross foreign of $100,000 consist of stock generatingSpecial rules apply to the allocation source income from the category you U.S. source income (adjusted basis,of research and experimental checked above Part I of this $40,000) and stock generating foreignexpenditures. See Regulations section Form 1116. Include any foreign earned source income (adjusted basis,1.861-17. income you have excluded on Form $60,000). You apportion 40% ($40,000/
If the law of a U.S. state to which 2555 or Form 2555-EZ but do not $100,000) of $2,000, or $800 of your

you pay income taxes does not include any other exempt income. investment interest, to U.S. source
specifically exempt foreign source income and 60% ($60,000/$100,000) ofIf you had income from more thanincome from tax, you may be required $2,000, or $1,200, to foreign sourceone country, you must enter incometo make a special allocation of state income. In this example, you will enterfrom only one country in each column.taxes you paid. See Pub. 514 for more the $1,200 apportioned to foreignIf you had to adjust your foreigninformation. source income on line 4b. You wouldqualified dividends or capital gains (see

not enter the $800 apportioned to U.S.Line 2 page 6), include those amounts without
source income on any line of Part I ofregard to any adjustments.Enter your deductions that definitely
Form 1116.relate to the gross income from foreign Line 3e. Enter on line 3e in each

sources shown on line 1a. For example, column your gross income from all Line 5
if you are an employee reporting sources and all categories, both U.S. If you have capital losses from foreign
foreign earned income on line 1a, and foreign. Include any foreign earned sources, see Foreign Qualified
include on line 2 expenses such as income you have excluded on Form Dividends and Capital Gains (Losses)
those incurred to move to a new 2555 or Form 2555-EZ but do not starting on page 6 for information on
principal place of work outside the include any other exempt income. adjustments you may be required to
United States or supplies you bought If you are a nonresident alien, make.
for your job outside the United States. include on both lines 3d and 3e your

Do not include any interest expense income that is not effectively connected
on line 2. See lines 4a and 4b for with a trade or business in the United Part II—Foreign Taxes
special rules for interest expense. States.

Paid or AccruedIf you had to adjust your foreignLines 3a and 3b
qualified dividends or capital gains (seeSome deductions do not definitely See page 2 for descriptions ofpage 6), include those amounts withoutrelate to either your foreign source foreign taxes that are eligible forregard to any adjustments.income or your U.S. source income. the foreign tax credit and forCAUTION

!
Enter on lines 3a and 3b any Line 3f foreign taxes that are not eligible for the
deductions (other than interest foreign tax credit.Divide line 3d by line 3e and round off
expense) that: the result to at least four decimal places You can take a foreign tax credit in• Are not shown on line 2, and (for example, if your result is the tax year you paid or accrued the• Are not definitely related to your U.S. 0.8756782, round off to 0.8757, not to foreign taxes, depending on yoursource income. 0.876 or 0.88). Enter the result, but do method of accounting. If you report on
Line 3a. Enter the following itemized not enter more than “1.” the cash basis, you can choose to take
deductions (from Schedule A (Form the credit for accrued taxes by checkingLine 4a1040)) on line 3a. the “accrued” box in Part II. But once

If your gross foreign source income• Medical expenses (line 4) you choose to do this, you must credit
(including income excluded on Form• Real estate taxes (line 6) foreign taxes in the year they accrue on
2555 or Form 2555-EZ) does not• New motor vehicle taxes (line 7) all future returns.
exceed $5,000, you can allocate all ofIf you do not itemize deductions, Generally, you must enter in Part IIyour interest expense to U.S. sourceenter your standard deduction on the amount of foreign taxes, in both theincome. Otherwise, deductible homeline 3a. foreign currency denomination(s) andmortgage interest (including points and as converted into U.S. dollars, thatAt the time these instructions qualified mortgage insurance relate to the category of incomewent to print, Congress was premiums) is apportioned using a gross checked above Part I. Taxes areconsidering legislation thatCAUTION

!
income method. Use the worksheet on related to the income if the income iswould reinstate the deduction for page 14 to figure the amount to enter included in the foreign tax base ongeneral sales tax. If this deduction is on line 4a. which the tax is imposed. If the foreignreinstated, enter any general sales tax
Line 4b tax you paid or accrued relates to moreon line 3a. To find out if this legislation

than one category of income, apportionwas enacted, and for more details, go Other interest expense includes
the tax among the categories. Theto www.irs.gov/form1116 investment interest, interest incurred in
apportionment is based on the ratio ofa trade or business, and passiveLine 3b. Enter on line 3b any other
net foreign taxable income in eachactivity interest. If you are a U.S.deductions that do not definitely relate
category to the total net income subjectcitizen, resident alien, or a domesticto any specific type of income (for
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to the foreign tax. See Pub. 514 for an in the categories that were eliminated in foreign tax minus deductible expenses
example. 2007 to the post-2006 separate allocable to that income.

category for general category income. See Pub. 514 for a comprehensiveHowever, if foreign tax paid on
Restrictions. You cannot carry a example.passive income is reported to
credit back to a tax year for which you • Taxes on income from Puerto Ricoyou in U.S. dollars on a Form

TIP

claimed a deduction, rather than a exempt from U.S. tax. The reduction1099-DIV, 1099-INT, or similar
credit, for foreign taxes paid or accrued. applies if you have income from Puertostatement, you do not have to convert
However, you must reduce the amount Rican sources that is not taxable onthe amount shown into foreign
of any carryback or carryforward by the your U.S. tax return. To figure thecurrency. This rule applies whether or
amount that you would have used had credit, reduce your foreign taxes paid ornot you can make the election to claim
you chosen to claim a credit rather than accrued by the taxes allocable to thethe foreign tax credit without filing Form
a deduction in that year. exempt income. See Pub. 570 for more1116 (as explained on page 1). Enter

information. If, for any year, you elected to claim“1099 taxes” in Part II, column (j), and
• Taxes on income from Americanthe foreign tax credit without filing Formcomplete columns (o) through (s) for
Samoa excluded on Form 4563. If you1116 (as explained on page 1), theeach foreign country indicated in Part I.
are a bona fide resident of Americanfollowing rules apply.Note. If you are taking a credit for
Samoa, reduce taxes paid or accrued• You cannot carry over unusedadditional taxes paid or accrued as the
by any taxes attributable to incomeforeign taxes paid or accrued in a yearresult of an audit by a foreign taxing
from sources in American Samoato which the election does not apply toauthority or you are filing an amended
excluded on Form 4563. For moreany year for which you made thereturn reflecting a foreign tax refund,
information, see Pub. 570.election.attach a statement to Form 1116 • Taxes on combined foreign oil and• The carryback-carryforward period isidentifying these taxes. gas income. Reduce taxes paid ornot extended if you are unable to use a
accrued by a portion of taxes imposedcarryback or carryforward because you
on combined foreign oil and gasmade the election.Part III—Figuring the income. The amount of the reduction is• Do not reduce the carryback or
the amount by which your foreign oilcarryforward by the amount you wouldCredit
and gas taxes exceed the amount ofhave used in the election year if you
your combined foreign oil and gashad not made the election.Line 10 income for the year multiplied by aMore information. See Pub. 514 forYou can carry back 1 year and then fraction equal to your pre-credit U.S. taxmore information on carryback andforward 10 years any foreign tax you liability (for example, Form 1040, linecarryforward provisions, includingpaid or accrued to any foreign country 44) divided by your worldwide taxableexamples.or U.S. possession (reduced as income. You may be entitled to carry

described under Line 12, starting on over to other years taxes reducedLine 12
this page) on income in a separate under this rule. See section 907(f).You may have to reduce the foreigncategory that is more than the Combined foreign oil and gas income istaxes you paid or accrued by thelimitation. First, apply the excess to the the sum of foreign oil related incomefollowing items.earliest year to which it may be carried. and foreign oil and gas extraction• Taxes on income excluded onThen, apply it to the next earliest year, income. Foreign oil and gas taxes areForm 2555 or Form 2555-EZ. Reduceand so on. The carryback-carryforward the sum of foreign oil and gastaxes paid or accrued by the taxesperiod cannot be extended even if you extraction taxes and foreign oil relatedallocable to any foreign earned incomeare unable to take a credit in one of the taxes.excluded on Form 2555 or Formintervening years. • Taxes on foreign mineral income.2555-EZ. If only part of your foreign

Reduce taxes paid or accrued onSpecial rules apply to the carryback earned income is excluded, you must
mineral income from a foreign countryand carryforward of foreign taxes paid determine the amount of tax allocable
or U.S. possession if you took aor accrued on foreign oil and gas to excluded income. To do so, multiply
deduction for percentage depletionincome. In addition, special restrictions the foreign taxes paid or accrued on
under section 613 for any part of theapply to the carryforward of pre-2009 foreign earned income received or
mineral income.unused oil and gas extraction taxes to accrued during the tax year by the • Reduction for failure to file Formyears beginning after 2008. See section following fraction.
5471. U.S. shareholders who control a907(f).

Numerator: Foreign earned income foreign corporation must file FormFile Form 1040X or other amended and housing amounts you excluded for 5471, Information Return of U.S.return and a revised Form 1116 for the the tax year minus otherwise deductible Persons With Respect To Certainearlier tax year to which you are expenses (not including the foreign Foreign Corporations. If you do not filecarrying back excess foreign taxes. housing deduction) allocable to that Form 5471 and furnish all of theSpecial rules for carryforwards of income. information required by the due date ofpre-2007 unused foreign taxes. The Denominator: Your total foreign your tax return, reduce by 10% allforeign taxes carried forward generally earned income received or accrued foreign taxes that you otherwise mayare allocated to your post-2006 during the tax year minus deductible take into account for the foreign taxseparate income categories to which expenses (including the foreign housing credit. You may have to makethose taxes would have been allocated deduction) allocable to that income. additional reductions if the failureif the taxes were paid or accrued in a However, if the foreign jurisdiction continues. See section 6038(c) andtax year beginning after 2006. charges tax on foreign earned income regulations section 1.6038-2(k) forAlternatively, you can allocate unused and some other income (for example, details and exceptions.foreign taxes in the pre-2007 separate earned income from U.S. sources or a Note. The reduction in foreign taxes iscategory for passive income to the type of income not subject to U.S. tax) reduced by any dollar penalty imposedpost-2006 separate category for and the taxes on the other income under section 6038(b).passive category income, and you can cannot be segregated, the denominator
allocate all other unused foreign taxes is the total amount of income subject to
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• Reduction for failure to file Form credit for the category of income on line 14, the second had passive
8865. U.S. partners who control a checked above Part I of this Form category income of $4,000 on line 14,
foreign partnership must file Form 1116. However, you must complete line and the third had income of $1,000
8865, Return of U.S. Persons With 15 and continue with the form even if from the certain income re-sourced by
Respect to Certain Foreign line 14 is zero or a loss. treaty category on line 14. You must
Partnerships. If you do not file Form allocate the $2,000 loss between the

Line 158865 and furnish all of the information passive category income and the
You are required to increase orrequired by the due date of your tax certain income re-sourced by treaty
decrease the amount on line 14 by thereturn, reduce by 10% all foreign taxes category in the same proportion as
following adjustments. The adjustmentsthat you otherwise may take into each category’s income bears to the
must be made in the order listed. If youaccount for the foreign tax credit. You total foreign income.
have more than one adjustment, entermay have to make additional reductions The amount of the loss that would
the net adjustment on line 15 andif the failure continues. See section reduce passive category income would
attach a detailed statement showing6038(c) and regulations section be 80% ($4,000/$5,000) of the $2,000
your computation. See Pub. 514 for1.6038-3(k) for details and exceptions. loss or $1,600. Include the $1,600 (in
more details on each of theseNote. The reduction in foreign taxes is parentheses) on line 15 of the passive
adjustments.reduced by any dollar penalty imposed category income Form 1116. Assuming

under section 6038(b). The adjustments are: you have no other line 15 adjustments,
enter $2,400 ($4,000 − $1,600) on line• Reduction of taxes or credit due to 1. Allocation of foreign losses. If
16 of that form.international boycott operations. In you have a loss on line 14 of one Form

general, if you agree to participate in, or 1116 and you have income on line 14 The amount of the loss that would
cooperate with, an international boycott, of one or more other Forms 1116, you reduce the certain income re-sourced
you must file Form 5713, International must reduce the foreign income by a by treaty would be 20% ($1,000/
Boycott Report, and attach all pro rata share of the loss before you $5,000) of the $2,000 loss or $400.
supporting schedules. In addition, you use any remaining loss to reduce U.S. Include the $400 in parentheses on line
must reduce either the total taxes source income. 15 of the certain income re-sourced by
available for credit or the credit treaty Form 1116. Assuming you haveIf the loss reduces foreign source
otherwise allowable by your foreign no other line 15 adjustments, enterincome, you create, or increase the
taxes resulting from boycott activities. If $600 ($1,000 − $400) on line 16 of thatbalance of, a separate limitation loss
you can figure the taxes specifically form.account and you must recharacterize
attributable to boycott operations, enter the income you receive in the loss In this case, all of the $2,000 loss
the amount on line 12. If you cannot category in later years. See Recapture was allocated between the foreign
figure the amount of taxes specifically of separate limitation loss accounts on source passive category income and
attributable to boycott operations, page 18. In situations where the loss to the certain income re-sourced by treaty
multiply the credit otherwise allowable be allocated exceeds foreign income in category, and no reduction was made
by the international boycott factor other categories, the excess reduces to U.S. source income.
(figured on Schedule A (Form 5713), U.S. source income (as modified below If you receive general categoryInternational Boycott Factor) and enter under Capital losses), you create, or income in a later year, you mustthe result on Form 1116, line 28. Attach increase the balance in, an overall recharacterize all or part of that incomea statement to Form 1116 showing in foreign loss account, and for later years as passive category income and certaindetail how you figured the reduction. you must follow the rules described income re-sourced by treaty in that later

For more information, see Form under Recapture of prior year overall year. See the example under
5713 and its instructions. foreign loss accounts beginning on Recapture of separate limitation loss

page 18. If the loss in one category accounts on page 18.Line 13 reduces foreign source income in 2. Allocation of U.S. losses. If you
You must adjust the amount you enter another category and that second have a net loss from U.S. sources,
on line 13 if you have foreign taxes that category has a separate limitation loss proportionately allocate that loss among
relate to passive income that is treated account with respect to the first the separate categories of your foreign
as general category income because it category, then the two offsetting income. Reduce the income on line 14
is high-taxed. On your Form 1116 for separate limitation loss account (adjusted by any allocation of losses,
passive category income, reduce the balances are netted for purposes of as described under Allocation of foreign
amount you enter on line 13 by the determining the amount of income in losses in these line 15 instructions) by
amount of your foreign taxes that relate either category that is subject to including (in parentheses) on line 15
to that income. In the space above line recharacterization under Recapture of the allocable portion of any U.S. loss. In
13, enter “HTKO” and the amount of separate limitation loss accounts on later years, you will be allowed to treat
the reduction as a negative number (in page 18. part of your U.S. source income as
parentheses). On your Form 1116 for Capital losses.  In determining your foreign source income.
general category income, increase the U.S. source income, reduce the amount  A U.S. loss includes a rental loss onamount you enter on line 13 by the of any capital losses from U.S. sources property located in the United States. Ifamount of your foreign taxes that relate by the amount you entered on line 4 of you have any qualified dividends orto that income. In the space above line Worksheet A or line 5 of the Line 2 capital gains (including capital gain13, enter “HTKO” and the amount of Worksheet for Worksheet B. If you have distributions) or losses for the taxablethe increase. capital losses from U.S. sources and year and you are required to make any

you did not use either Worksheet A or adjustments to those amounts, asLine 14
Worksheet B, see Pub. 514 to explained earlier under ForeignThe amount on line 14 is your taxable determine your U.S. source income. Qualified Dividends and Capital Gainsincome (or loss), before adjustments,

Example. For 2010, you completed (Losses) starting on page 6 or in thefrom sources outside the United States.
three Forms 1116. The first had a loss instructions for line 17, the amount ofIf the amount on line 14 is zero or a
from general category income of $2,000 your U.S. loss is the excess of:loss, you generally have no foreign tax
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a. The total of the amounts entered See Regulations section 1.904(f)-1(b) categories, other than the loss
on line 14 for each Form 1116 you are for more information. category, previously reduced by
filing, over including on line 15 any recharacterizedDispositions of certain property.

b. The amount entered on line 17 of income andIf you generated foreign source gain in
the Form 1116. • Decreasing the amount on line 14the same category as the overall

(adjusted by any of the other3. Recapture of prior year overall foreign loss on a disposition of property
adjustments previously mentioned inforeign loss accounts. If you had an that was used predominantly in a
these line 15 instructions) of the Formoverall foreign loss in a prior year that foreign trade or business and that
1116 for the loss category by includingoffset U.S. source income, a part of generated foreign source income in the
on line 15 the amount ofyour foreign income (in the same same category as the overall foreign
recharacterized income as a negativecategory as the loss) is recharacterized loss, then the gain on the disposition
number (in parentheses).as U.S. source income in each may be subject to recharacterization as

following tax year. U.S. source income to the extent of Example. Using the facts in the
100% of your foreign source taxable example under Allocation of foreignThe part of your total foreign income
income. This is true whether or not you losses on page 17, in the next yearsubject to recharacterization is the
would otherwise recognize gain on the (2011), you have $5,000 of generallesser of the following:
disposition. See section 904(f)(3). category income, $3,000 of passivea. The total amount of maximum

category income, and $500 of certainpotential recapture in all overall foreign The above rule also generally
income re-sourced by treaty. Becauseloss accounts. The maximum potential applies to a gain on the disposition of
$1,600 of the general category incomerecapture in any account for a category stock in a controlled foreign corporation
loss was used to reduce your passiveis the lesser of: (CFC), if you owned more than 50% (by
category income in 2010, $1,600 ofi. The current year taxable income vote or value) of the stock right before
your 2011 general category incomefrom foreign sources in that category you disposed of it. See section
must be recharacterized as passive(the amount from line 14, less any 904(f)(3)(D) for more information and
category income. Similarly, $400 of theadjustment for allocation of losses, as exceptions.
general category income must bedescribed earlier under Allocation of Reduce line 14 by including (in recharacterized as certain incomeforeign losses and Allocation of U.S. parentheses) on line 15 the smallest of re-sourced by treaty. On your 2011losses for that category), or (a) the amount of the gain not Form 1116 for passive categoryii. The balance in the overall foreign recaptured above, (b) the remaining income, you would include $1,600 onloss account for that category. amount of the overall foreign loss not line 15. On your 2011 Form 1116 forb. 50% (or more, if you choose) of recaptured in earlier years or in the certain income re-sourced by treaty,your total taxable income from foreign current year, or (c) the amount from line you would include $400 on line 15. Onsources. 14 (less any adjustment for allocation of your 2011 Form 1116 for generalIf the total foreign income subject to losses, as described under Allocation of category income, you would includerecharacterization is the amount foreign losses and under Allocation of ($2,000) on line 15.described in a above, then for each U.S. losses in these line 15 instructions,

separate category the recapture and any adjustment for any recapture Recharacterizing income from a
amount is the maximum potential above). See Pub. 514 if you disposed separate category does not
recapture amount for that category. If of property described above and you result in recharacterizing any

TIP

the total foreign income subject to recognized foreign source gain in a tax.
recharacterization is the amount different category than the overall 5. Recapture of overall domesticdescribed in b above, then for each foreign loss, you recognized U.S. loss accounts. If you have an overallseparate category the recapture source gain, or you did not recognize domestic loss for any tax yearamount is computed by multiplying the gain. beginning after 2006, you create, ortotal recapture amount by the following

4. Recapture of separate limitation increase the balance in, an overallfraction:
loss accounts. If, in a prior tax year, domestic loss account and you must
you reduced your foreign taxable recharacterize a portion of your U.S.Maximum potential recapture amount
income in the category checked above source taxable income as foreignfor the overall foreign loss account in
Part I by a pro rata share of a loss from source taxable income in succeedingthe separate category
another category, you must years for purposes of the foreign tax

Total amount of maximum potential recharacterize in 2010 all or part of any credit.
recapture in all overall foreign loss income you receive in 2010 in that loss

The part that is treated as foreignaccounts category. If you have separate limitation
source taxable income for the tax yearloss accounts in the loss categoryReduce the amount on line 14 by is the smaller of:relating to more than one otherincluding (in parentheses) on line 15 • The total balance in your overallcategory and the total balances inthe amount of the recapture for the domestic loss account in each separatethose loss accounts exceed the income
category (less amounts recaptured incategory checked above Part I as you receive in 2010 in the loss
earlier years), ordetermined above. Be sure to attach category, then income in the loss • 50% of your U.S. source taxableyour computation. If you elect to category is recharacterized as income
income for the tax year.recapture more of an overall foreign in those other categories in proportion

loss than is required (b above), show in to the balances of the separate You must establish and maintain
your computation the percentage of limitation loss accounts for those other separate overall domestic loss

categories. You recharacterize the accounts for each separate category intaxable income recharacterized and the
income by: which foreign source income is offsetdollar amount recharacterized.
• Increasing the amount on line 14 by the domestic loss. The balance in
(adjusted by any of the other each overall domestic loss account is

Attach a statement to Form 1116 adjustments previously mentioned in the amount of the overall domestic loss
showing the balance in each separate these line 15 instructions) of the Form subject to recapture. The
category overall foreign loss account. 1116 for each of the separate recharacterized income is allocated
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among and increases foreign source a. Line 5 of your Qualified Dividends 2. The amount of your foreign
income in separate categories in and Capital Gain Tax Worksheet is source net capital gain, plus the
proportion to the balances of the overall greater than zero, and amount of your foreign source qualified
domestic loss accounts for those b. Line 15 of your Qualified dividends is less than $20,000.
separate categories. You increase the Dividends and Capital Gain Tax
amount on line 14 (as adjusted by any Worksheet is less than line 16 of that Your foreign source net capital
of the other adjustments previously worksheet. gain is the excess of your
mentioned in these line 15 instructions) foreign source net long-term

TIP

Adjustment exception.  If you qualifyof the Form 1116 for each of the capital gain over your foreign source
for the adjustment exception, you canseparate categories to which the net short-term capital loss.
elect not to adjust your qualifiedrecharacterized income is allocated. Completing the Worksheet for 
dividends and capital gains. You make Line 17. If you do need to completeOverall domestic loss defined. In this election by not completing the the Worksheet for Line 17, do thea tax year in which you choose to claim Worksheet for Line 17. You must make following.the foreign tax credit, the overall this election if you have any foreign

Lines 2 through 5. Skip thesedomestic loss is the domestic loss for qualified dividends or foreign capital
lines.that tax year to the extent it offsets gains (or losses) and you chose not to

foreign source taxable income for that Line 6. Enter the amount from:make any adjustments to those
tax year or for any preceding tax year • Line 14 of the Qualified Dividendsamounts when you completed lines 1a
(in which you choose to claim the and Capital Gain Tax Worksheet in theand 5. You cannot make this election if
foreign tax credit) because of a Form 1040 instructions, oryou have any foreign qualified
carryback. If you do not choose to claim • Line 12 of the Qualified Dividendsdividends or foreign capital gains (or
the foreign tax credit for a tax year, the and Capital Gain Tax Worksheet in thelosses) and you made adjustments to
overall domestic loss is the domestic Form 1040NR instructions.those amounts when you completed
loss for that tax year to the extent it lines 1a and 5. In this case, complete Line 8. Enter the amount from:
offsets foreign source taxable income the Worksheet for Line 17. • Line 11 of the Qualified Dividends
for any preceding tax year (in which and Capital Gain Tax Worksheet in theIf you are not required to completeyou chose to claim the foreign tax Form 1040 instructions, orthe Worksheet for Line 17 or youcredit) because of a carryback. • Line 9 of the Qualified Dividends andqualify for the adjustment exception and

Capital Gain Tax Worksheet in theelect not to adjust your qualifiedDomestic loss. A domestic loss is Form 1040NR instructions.dividends and capital gains, enter onthe amount by which the U.S. source
Complete all other lines as instructedline 17 of Form 1116 your taxablegross income for the tax year is

on the worksheet.income without the deduction for yourexceeded by the sum of the expenses,
exemption (for example, the amountlosses, and other deductions properly Estates and Trusts Thatfrom Form 1040, line 41).allocated or apportioned to that income. Completed a QualifiedDetermine this amount by taking into Adjustment exception for Form Dividends Tax Worksheet oraccount any net operating loss carried 1040 filers.  You qualify for the Schedule Dforward from a prior tax year (but not adjustment exception if you meet both

any loss carried back). If you have any If you completed the Qualifiedof the following requirements:
capital gains or losses, take them into Dividends Tax Worksheet in the1. Line 7 of the Qualified Dividendsaccount after any adjustments required instructions for Form 1041 or youand Capital Gain Tax Worksheet doesearlier under Foreign Qualified completed Part V of Schedule D (Formnot exceed:Dividends and Capital Gains (Losses). 1041), you must use the Worksheet for• $209,250 if married filing jointly or Line 17, below, to figure the amount toqualifying widow(er); enter on line 17 if:Line 17 • $104,625 if married filing

1. You figured your tax using theIf you have qualified dividends or separately;
Qualified Dividends Tax Worksheet,capital gains, you may be required to • $171,850 if single; or
line 5 of that worksheet is greater thanmake adjustments to those qualified • $190,550 if head of household.
zero, and line 14 of your Qualifieddividends and gains before you take 2. The amount of your foreign
Dividends Tax Worksheet is less thanthose amounts into account on line 17. source net capital gain, plus the
line 15 of that worksheet, oramount of your foreign source qualified

2. You figured your tax using thedividends is less than $20,000. For thisIndividuals Who Completed a
Part V of Schedule D (Form 1041), linepurpose, ignore any capital gainQualified Dividends and Capital 23 of the Schedule D is greater thandistributions or qualified dividends youGain Tax Worksheet zero, and line 32 of the Schedule D iselected to include on Form 4952, line

If you completed the Qualified less than line 33.4g.
Dividends and Capital Gain Tax Adjustment exception. If you qualifyWorksheet in the instructions for your Adjustment exception for Form for the adjustment exception, you cantax return, you must use the Worksheet 1040NR filers. You qualify for the elect not to adjust your qualifiedfor Line 17 on page 20 to figure the adjustment exception if you meet both dividends and capital gains. You makeamount to enter on line 17 if: of the following requirements: this election by not completing the

1. You file Form 1040 and 1. Line 5 of the Qualified Dividends Worksheet for Line 17. You must make
a. Line 7 of your Qualified Dividends and Capital Gain Tax Worksheet does this election if you have any foreign

and Capital Gain Tax Worksheet is not exceed: qualified dividends or foreign capital
greater than zero, and a. $209,250 if you checked filing gains (or losses) and you chose not to

b. Line 17 of your Qualified status box 6, make any adjustments to those
Dividends and Capital Gain Tax b. $104,625 if you checked filing amounts when you completed lines 1a
Worksheet is less than line 18 of that status box 3, 4, or 5, or and 5. You cannot make this election if
worksheet, or c. $171,850 if you checked filing you have any foreign qualified

2. You file Form 1040NR and status box 1 or 2. dividends or foreign capital gains (or
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losses) and you made adjustments to Line 8. Enter the amount from line election if you have any foreign
those amounts when you completed 8 of the Qualified Dividends Tax qualified dividends or foreign capital
lines 1a and 5. In this case, complete Worksheet or line 26 of Schedule D. gains (or losses) and you made
the Worksheet for Line 17. You qualify adjustments to those amounts whenTaxpayers Who Completed thefor the adjustment exception if: you completed lines 1a and 5. In this

Schedule D Tax Worksheet case, complete the Worksheet for Line1. Line 5 of the Qualified Dividends
 If you figured your tax using the 17. You qualify for the adjustmentTax Worksheet or line 23 of Schedule
Schedule D Tax Worksheet (in the exception if:D (Form 1041) does not exceed
Schedule D (Form 1040) instructions or$8,200, and 1. The amount of your foreign
in the Schedule D (Form 1041)2. The amount of your foreign source qualified dividends plus the
instructions), you may have to use thesource net capital gain, plus the amount of your foreign source net
Worksheet for Line 17 on this page toamount of your foreign source qualified capital gain is less than $20,000, and
figure the amount of tax to enter on linedividends, is less than $20,000. For this 2. Line 18 of the Schedule D Tax
17 of Form 1116.purpose, ignore any foreign source Worksheet in the Schedule D (Form

qualified dividends or capital gains that Form 1040 and 1040NR filers. You 1040) instructions is less than or equal
you elected to include on Form 4952, must use the Worksheet for Line 17 on to:
line 4g. this page to figure the amount of tax to • $209,250 if married filing jointly orenter on line 17 of Form 1116 if: qualifying widow(er);• Line 18 of the Schedule D TaxYour foreign source net capital • $104,625 if married filing separately;Worksheet is greater than zero, andgain is the excess of your • $171,850 if single; or• Line 35 of the Schedule D Taxforeign source net long-term
TIP

• $190,550 if head of householdWorksheet is less than line 36.capital gain over your foreign source (or, for trusts and estates, line 17 of the
Form 1041 filers. You must use thenet short-term capital loss. Schedule D Tax Worksheet in the
Worksheet for Line 17 on this page to Schedule D (Form 1041) instructions isIf you are not required to complete figure the amount of tax to enter on line less than or equal to $8,200).the Worksheet for Line 17 or you 17 of Form 1116 if:

qualify for the adjustment exception and Your foreign source net capital• Line 17 of the Schedule D Tax
elect not to adjust your qualified gain is the excess of yourWorksheet is greater than zero, and
dividends and capital gains, enter on foreign source net long-term

TIP
• Line 34 of the Schedule D Tax

line 17 of Form 1116 the estate’s or capital gain over your foreign sourceWorksheet is less than line 35.
trust’s taxable income without the net short-term capital loss. Ignore anyAdjustment exception. If youdeduction for its exemption. foreign source qualified dividends orqualify for the adjustment exception,

capital gains that you elected to includeCompleting the Worksheet for you can elect not to adjust your
on Form 4952, line 4g, in determiningLine 17. If you do need to complete qualified dividends and capital gains.
the amount of your foreign sourcethe Worksheet for Line 17, do the You make this election by not
qualified dividends and net capital gain.following. completing the Worksheet for Line 17.

You must make this election if you have If you are not required to completeLines 2 through 5. Skip these any foreign qualified dividends or the Worksheet for Line 17 or youlines. foreign capital gains (or losses) and you qualify for the adjustment exception and
Line 6. Enter the amount from line chose not to make any adjustments to elect not to adjust your qualified

11 of the Qualified Dividends Tax those amounts when you completed dividends and capital gains, enter on
Worksheet or line 29 of Schedule D. lines 1a and 5. You cannot make this line 17 of Form 1116 your taxable

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

Caution: See the instructions for Line 17 beginning on page 19 before starting this worksheet.

1. Individuals: Enter the amount from Form 1040, line 41. If you are a nonresident alien, enter
the amount from Form 1040NR, line 39. 
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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income without the deduction for your subject to the capital gain rateLine 21
exemption (for example, the amount differential (figured in the Worksheet for

The maximum foreign tax credit youfrom Form 1040, line 41). Line 17 on page 20).
can claim in the current year is

If you do need to complete the generally limited to the allocated Paperwork Reduction Act Notice.Worksheet for Line 17, do the following. amount of U.S. tax imposed on the We ask for the information on this form
Line 2. Enter the amount (if any) foreign income, or the actual amount of to carry out the Internal Revenue laws

from line 32 of the Schedule D Tax foreign tax paid or accrued on the of the United States. You are required
Worksheet in the Schedule D (Form foreign income (after reductions to give us the information. We need it to
1040) instructions or line 31 of the required on line 12), whichever is less. ensure that you are complying with
Schedule D Tax Worksheet in the However, see Foreign Taxes Eligible these laws and to allow us to figure and
Schedule D (Form 1041) instructions. for a Credit on page 2 for additional collect the right amount of tax.

information.Line 4. Enter the amount (if any) You are not required to provide the
from line 29 of the Schedule D Tax If the amount on line 20 is smaller information requested on a form that is
Worksheet in the Schedule D (Form than the amount on line 13, see subject to the Paperwork Reduction Act
1040) instructions or line 28 of the Pub. 514 for more information on unless the form displays a valid OMB
Schedule D Tax Worksheet in the carryback and carryforward provisions, control number. Books or records
Schedule D (Form 1041) instructions. including examples. relating to a form or its instructions

Line 6. Enter the amount (if any) must be retained as long as their
from line 23 of the Schedule D Tax contents may become material in the
Worksheet in the Schedule D (Form Part IV— Summary of administration of any Internal Revenue
1040) instructions or line 22 of the law. Generally, tax returns and returnCredits From SeparateSchedule D Tax Worksheet in the information are confidential, as required
Schedule D (Form 1041) instructions by section 6103.Parts III

Line 8. Enter the amount (if any) The time needed to complete andComplete lines 22 through 25 in 
from line 20 of the Schedule D Tax file this form will vary depending onPart IV only if you must complete more
Worksheet in the Schedule D (Form individual circumstances. Thethan one Form 1116 because you have
1040) instructions or line 19 of the estimated burden for individualmore than one of the categories of
Schedule D Tax Worksheet in the taxpayers filing this form is approvedincome listed above Part I.
Schedule D (Form 1041) instructions. under OMB control number 1545-0074Complete Part IV on only one Form

Complete all other lines as instructed and is included in the estimates shown1116 (the one with the largest amount
on the worksheet. in the instructions for their individualentered on line 21) to summarize the

income tax return. The estimatedcredits you figured on all of your FormsLine 19 burden for all other taxpayers who file1116. However, if you completed aIf you are completing line 19 for this form is: Recordkeeping, 2 hr., 43Form 1116 for category e (lump-sumseparate category e (lump-sum min.; Learning about the law or thedistributions) or c (section 901(j)distributions), enter the amount from form, 1 hr., 1 min.; Preparing theincome), do not use Part IV of thatline 5 of the Worksheet for Lump-Sum form, 1 hr., 42 min.; Copying,Form 1116 as your summary. Enter theDistributions on page 4. assembling, and sending the form tocredits from line 21 of all of your Forms
the IRS,  34 min.Do not complete line 19 for separate 1116 on lines 22 through 25 of the

category c (section 901(j) income). See If you have comments concerningForm 1116 with the largest amount
page 4. the accuracy of these time estimates orentered on line 21 to summarize your

suggestions for making this formcredits. File the other Forms 1116 asFor all other applicable categories,
simpler, we would be happy to hearattachments.complete line 19 as follows.
from you. You can write to the IRS atForm 1040 filers. Enter the amount Line 27 the address listed in the instructions offrom Form 1040, line 44, less any tax
the tax return with which this form isEnter the smaller of line 19 or line 26.included on line 44 from Form 4972.
filed.Note. Generally, line 26 will exceedForm 1040NR filers. Enter the

line 19 only if you have U.S. capitalamount from Form 1040NR, line 42,
gains or qualified dividends that areless any tax included on line 42 from

Form 4972.
Form 1041 filers. Enter the amount
from Form 1041, Schedule G, line 1a.
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