130

| ndi vi dual Forel gn- Ear nedl nconeandFor el gnTax

Cedt, 19%

by Jeff Curry, Maureen Keenan Kahr, and Sarah E. Nutter

in foreign-earned income on their individua

income tax returns, an increase in real percent-
age terms of 33.3 percent from 1991 (the last time
this study was done). Over the same time period, the
increase in the foreign tax credit and foreign-source
gross income (upon which the credit is based) was
much higher, 68.3 percent and 67.8 percent, respec-
tively. For 1996, U.S. taxpayers reported
foreign-source gross income of approximately $29.1
billion and claimed dightly over $3.5 hillion in
foreign tax credits. There was also a notable increase
in the number of taxpayers reporting a foreign tax
credit on their U.S. individual income tax returns
between 1991 and 1996. A foreign tax credit was
claimed on 2.1 million returns for 1996, an increase
of 140.8 percent from 1991.

Between 1991 and 1996, the real growth in
Asan-based earned income exceeded that of Euro-
pean-based earned income for those taxpayers claim-
ing the foreign-earned income excluson. Total
foreign-earned income reported by Asian-based
taxpayers grew 50.5 percent (in real terms) to $8.4
billion, while amounts reported by European-based
taxpayers increased 12.4 percent to $7.5 billion. For
1996, Asian-based taxpayers, especially those based
in Hong Kong, Singapore, and China, reported sub-
gtantially higher amounts of foreign-earned income
compared to 1991 levels, accounting for $8.4 billion
(39.8 percent) of the $21.1 hillion in foreign-earned
income, while European-based individuals reported
$7.5 billion (35.3 percent). During this same time
period, foreign-source gross income reported for
foreign tax credit purposes for Asian countries grew
74.6 percent (in real terms) to $5.4 hillion, outpacing
the growth related to foreign-source gross income for
European countries, which grew 36.6 percent to $9.1
billion.
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An exdusion for foreign-earned income was initially
included in Federal incometax law in 1926. The
goals of the provison were to equate the tax burden

For 1996, U.S. taxpayers reported $21.1 hillion
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of U.S. citizens abroad with that of their domestic
counterparts and to provide an incentive for U.S.
participation in foreign trade. For 1996, qualified
U.S. citizens or resdent aliens living and working
abroad could dect to exclude a certain amount of
foreign-earned income and an excess foreign housing
cost amount under section 911 of the Internal Rev-
enue Code. The dection was made separately for
each of the exclusons. To qualify, an individua
must have had a foreign tax home and satisfied either
the bona fide residence or physical presence test.
Only U.S. citizens could use the bona fide residence
test. The bona fide residence test was generally
satisfied if the individual had established and main-
tained residence in a foreign country for an
uninterrupted period that included an entire taxable
year. An individual would not be considered a
resident if a statement was submitted to the taxing
authorities of the foreign country indicating non-
residency and the foreign country did not subject the
individual to foreign income taxation. Under the
physical presence test, an individual had to be
present in a foreign country during at least 330 full
days during any period of 12 consecutive months.

In genera, earned income was compensation
received for personal services. Thus, wages, salaries,
and professional fees qualified as earned income for
purposes of the exclusion. Taxpayers engaged in a
trade or business that used both capital and services
to produce income could treat as earned income any
reasonable amount that did not exceed 30 percent of
the taxpayer’ s share of the net profits of the trade or
business. Earned income also included employer-
provided allowances or reimbursements such as cost-
of-living allowances, overseas compensation differ-
entials, quarters, education allowances, and the full
rental value of property or facilities provided by the
employer. To qualify for the exclusions, the earned
income had to be foreign-earned income. In general,
it would be foreign-earned income if personal ser-
vices were performed in a foreign country. The
actua location of the employer and employee at the
time compensation was received did not affect this
determination. Nat included in foreign-earned in-
come were pensions, annuities, compensation by the
U.S. government, and income excluded by an em-
ployer to compensate for meals and lodging provided
for the employer's convenience.

For 1996, the maximum amount of foreign-
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earned income that could be excluded was $70,000,
prorated on a daily basis for the qualifying period. If
both the foreign-earned income and housing exclu-
son were eected, the foreign housing excluson was
calculated first. The foreign-earned income exclu-
son was then limited to the excess of foreign-earned
income over the housing exclusion.

Qualified housing expenses were reasonable
housing costs paid or incurred during the tax year. In
genera, they included such expenses as utilities,
insurance, and rent. The excess housing cost amount
was equal to the individual’s qualified housing ex-
penses for the tax year over a base-level amount
($9,216 for 1996) prorated on adaily basis. Tothe
extent these were employer-provided amounts, the
excess housing cost amount was allowed as a foreign
housing exclusion. Housing costs related to sdlf-
employment were allowed as a foreign housing
deduction in computing adjusted gross income. The
foreign housing deduc-
tion was limited to the
excess of foreign-earned
income over the sum of
foreign-earned income
and housing exclusions.
Any excess housing
amount that was not
deductible could be
carried over to the fol-
lowing tax year.

In addition to the exclusions (foreign-earned
income and housing) and the housing deduction,
individuals could also claim a foreign tax credit
(discussed in more detail in the Overview of Foreign
Tax Credit Provisions section) for foreign income
taxes paid or accrued on two types of foreign-source
income: (1) foreign-earned income for which the
foreign-earned income exclusion was not claimed,
and (2) foreign-source income that did not qualify for
the exclusons or deduction.

U.S. taxpayers filed Form 2555, Foreign Earned
Income, with Form 1040, U.S. Individual Income Tax
Return, or Form 1040PC to claim the exclusions and
the housing deduction. For 1996, of the 120,351,208
individual income tax returns filed with the Internal
Revenue Service, 279,758 had a Form 2555 attached,
approximately 0.2 percent of thetotal [1]. Tables1
and 2 present gatigtics for individual income tax returns

Bet ween 1991 and 1996,
f orei gn-ear nedi ncone
report edonAsi an- based

returnsi ncreaseds0. 5
percent to$3.4bi | 1ion

reporting the foregn-earned income exdusion, foreign
housing excluson, and foreign housing deduction.

Total Forei gn- Earned| ncone

As shown in Figure A, U.S. individuals reported
$21.1 billion of foreign-earned income for 1996, an
increase in real percentage terms of 33.3 percent
from 1991 [2] [3]. Theincrease in foreign-earned
income can be attributed both to greater numbers of
taxpayers reporting the exclusion as well as real
increases in the average income earned by these
individuals. The number of returns reporting foreign-
earned income (with a Form 2555 attached) in-
creased 26.7 percent to 279,758 for 1996. In addi-
tion, the average amount of foreign-earned income
per return (measured in 1996 constant dollars)
increased from $71,720 for 1991 to $75,480 for
1996.

The largest percentage increases in income were
reported by taxpayers based in Asa. Asian-based
individuals reported $8.4 billion of foreign-earned
income, areal increase of 50.5 percent from 1991.
Over the same time period, the real growth in for-
eign-earned income increased at a much dower rate
for European-based individuals at $7.5 hillion (a
12.4-percent real increase from 1991) and Latin
American- and South American-based individuals at
$0.9 hillion (a 9.9-percent real increase from 1991).
The percentage of foreign-earned income reported by
North American-based taxpayers increased by 3.1
percent to $1.7 hillion for 1996.

Out of approximately 280,000 individual income
tax returns with a Form 2555 for 1996, nearly half
reported tax homes in the following countries. the
United Kingdom (8.4 percent), Canada (8.3 percent),
Germany (8.2 percent), Japan (7.3 percent), Hong
Kong (4.5 percent), Saudi Arabia (3.9 percent),
France (3.1 percent), Switzerland (2.4 percent), and
Israd (2.4 percent). The number of returnswith a
Form 2555 reporting German tax homes, the top tax
home reported for 1991, declined by 10.2 percent
from 1991 levelsto 22,802 for 1996. Over the same
time period, the number of returns with Hong Kong
tax homes increased by 110.9 percent to 12,564 for
1996. The decreasein the number of returns report-
ing German tax homes may be attributed to a de-
creased U.S. military presence across this time pe-
riod, while the substantial increase in the number of
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Foreign-Earned Income, Exclusion, and Housing Deduction, by Selected Country or Region,
Tax Years 1991" and 1996
[Money amounts are in thousands of dollars]
Foreian-earned
Number of returns Total foreian-earned income income exclusion
Selected country or region efore deductions
1991 1996 Percentage 1991 1996 Percentage 1991 1996 Percentage
change change change
Q) (2) 3) (4 (5) (6) W) (8) 9
All geographic areas............. 220,851 279,758 26.7 15,839,440 | 21,116,034 33.3 10,016,696 | 12,090,833 20.7
North America2.... 25,477 29,027 13.9 1,673,536 1,724,579 3.1 1,217,661 1,142,495 -6.2
20,517 23,333 13.7 1,370,300 1,305,384 -4.7 1,018,804 890,953 -12.5
4,960 5,694 14.8 303,236 419,195 38.2 198,857 251,542 26.5
73,396 94,764 29.1 5,590,022 8,413,042 50.5 3,503,719 4,606,251 315
1,532 4,561 197.7 110,156 529,850 381.0 80,452 235,427 192.6
Hona Kona. 5,958 12,564 110.9 682,965 1,687,824 147.1 483,241 703,510 45.6
Indonesia.... 3,713 3,568 -3.9 354,611 427,181 20.5 211,811 196,815 7.1
JaAPAN. ... 20,003 20,456 2.3 1,510,959 1,649,367 9.2 1,089,545 891,250 -18.2
Saudi Arabia.. 13,143 11,033 -16.1 980,554 851,479 -13.2 766,630 623,144 -18.7
Sinaapore 3,056 5,049 65.2 385,614 809,346 109.9 262,646 300,513 14.4
Taiwan 4,850 6,070 25.2 391,385 471,315 20.4 289,487 309,441 6.9
Other Asia.. 21,141 31,463 48.8 1,173,779 1,986,680 69.3 319,907 1,346,151 320.8
Europe 84,486 92,534 9.5 6,630,546 7,452,455 12.4 3,863,695 3,934,552 1.8
France 8,784 8,553 -2.6 765,429 692,880 -9.5 544,834 378,440 -30.5
Germany. 25,389 22,802 -10.2 1,159,185 1,236,579 6.7 885,305 805,460 -9.0
Switzerland 5,611 6,674 18.9 537,329 645,362 20.1 365,175 368,867 1.0
United Kinadom 23,004 23,426 1.8 2,602,442 2,705,533 4.0 1,436,235 1,102,496 -23.2
Other Europe.... 21,698 31,079 43.2 1,566,160 2,172,101 38.7 632,145 1,279,289 102.4
Latin/South America 16,039 13,761 -14.2 836,681 919,630 9.9 593,914 564,819 -4.9
21,453 49,672 131.5 1,108,656 2,606,328 135.1 837,707 1,842,716 120.0
Housina exclusion Housina deduction
Selected country or region
Percentage Percentage
1991 1996 1991 1996
change change
(10) (11) (12) (13) (14) (15)
All geographic areas, total..........ccoiriieriiiiiiieie e 1,155,354 1,880,610 62.8 50,127 75,447 50.5
NOIEH AMEBIICA 2.ttt 36,355 49,569 36.3 1,552 2,454 58.1
20,521 16,344 -20.4 1,341 2,016 50.3
Other North America.. 15,834 33,225 109.8 211 438 107.8
ASiA... i 600,199 1,164,465 94.0 23,662 39,036 65.0
CRINA. . bbbttt 16,762 104,462 523.2 210 3,363 1,503.9
Hong Kong. 130,174 409,097 214.3 3,907 18,440 372.0
Indonesia.... 22,722 39,974 75.9 611 1,047 715
JAPAN. . ettt bbbt n bt 243,089 243,372 0.1 11,432 5,334 -53.3
Saudi Arabia 13,680 16,132 17.9 944 1,396 48.0
Singapore 68,010 182,462 168.3 1,616 2,769 71.3
Taiwan 33,613 26,710 -20.5 1,520 2,362 55.4
OLNEI ASIL .ttt ettt ettt 72,150 142,256 97.2 3,424 4,325 26.3
Europe.......... 437,224 512,668 17.3 21,589 22,614 4.7
France. 64,112 50,774 -20.8 2,035 3,756 84.6
Germany. 35,226 61,236 73.8 1,874 1,868 -0.3
SWItZEMANG. ..o 37,251 49,212 321 2,199 1,990 -9.5
United Kingdom... 208,562 204,684 -1.9 11,282 7,170 -36.4
Other Europe.... 92,073 146,762 59.4 4,198 7,830 86.5
Latin/SOULN AMEIICA. ....c.vieeiieiteiiieieie ettt 41,611 69,469 67.0 1,422 2,175 53.0
OB e ettt 39,965 84,439 111.3 1,902 9,168 382.0
1 For comparability, 1991 amounts have been adjusted for inflation to 1996 constant dollars.
2 Greenland is included in the amount for 1996 ($3,270,000 of foreign-earned income exclusions), but is not included in the 1991 amount because data are not available.
132 NOTE: Detail may not add to totals because of rounding.
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Foreign-Earned Income by Selected Country, Tax Year 1996
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returns reporting Hong Kong tax homes was prob-
ably attributable to the expanding Asan economy [4].
Figure B depicts the countries with the largest
amounts of foreign-earned income reported on indi-
vidual tax returns for 1996. Morethan half of the
$21.1 hillion in foreign-earned income was reported
by individuals with tax homes in the United King-
dom (12.8 percent), Hong Kong (8.0 percent), Japan
(7.8 percent), Canada (6.2 percent), Germany (5.9
percent), Saudi Arabia (4.0 percent), Singapore (3.8
percent), and France (3.3 percent). With the excep-
tion of Singapore, which replaced Switzerland as a
leading source of foreign-earned income, individuals

in these same countries reported the largest amounts
of foreign-earned income for 1991.

For 1996, Hong Kong-based individuals nearly
doubled their percentage share of total foreign-
earned income from 1991, their percentage share
increased from 4.3 percent of the total for 1991 to 8.0
percent of the total for 1996. During this sametime
period, Singapore-based individuals increased their
percentage share of total foreign-earned income from
2.4 percent to 3.8 percent. By contrast, Switzerland-
based individuals, who accounted for 3.4 percent of
the total for 1991, reported 3.1 percent of total for-
eign-earned income for 1996.

133



134

Individual Foreign-Earned Income and Foreign Tax Credit, 1996

(onposi ti onof Forei gn- Ear ned| ncone

Of the $21.1 hillion in foreign-earned income
reported for 1996, approximately $18.4 billion were
reported on Form 2555. The remainder ($2.8 billion)
was reported on Form 2555-EZ. Datardated to the
compostion of foreign-earned income are not
available on Form 2555-EZ; therefore, the break-
down discussed below includes only those amounts
reported on Form 2555.

For 1996, salaries, wages, allowances, and reim-
bursements made up 91.8 percent of the $18.4 hillion
foreign-earned income reported on Form 2555. Of
this, salaries and wages accounted for 68.9 percent
and allowances and reimbursements for 22.9 percent.
Noncash, business, partnership, and other foreign-
earned income made up the remaining 8.2 percent.
The average salary for a taxpayer living and working
abroad was approximately $65,920. However, the
average salary varied greatly among the countries.
As shown in Figure C, in the top eight countries
(with the largest percentage of Forms 2555 attached),

Hong Kong-based individuals reported the highest
average salaries ($95,700), followed closdly by
individuals based in the United Kingdom ($95,300)
and Singapore ($91,800). By contrast, German-
based individuals reported an average salary of
$47,900.

For el gn- Ear ned | ncone Excl usi on, Housi ng
Excl usi on, andHbusi ngDBeduct i on
From 1991 to 1996, the foreign-earned income
excluson increased 20.7 percent in real terms to
$12.1 billion. In addition, the housing exclusion
showed substantial growth, increasing from $1.2
billion (in 1996 constant dollars) for 1991 to amost
$1.9 hillion for 1996, an increase of 62.8 percent.
The housing deduction grew significantly as well,
increasing by 50.5 percent, with the amount of
housing deduction claimed growing from $50.1
million for 1991 (in 1996 constant dollars) to $75.4
million for 1996 (Figure A).

For 1996, Asian-based individuals, in particular,

Average Foreign Salaries and Wages Earned by U.S. Taxpayers Claiming the Foreign-Earned
Income Exclusion on Form 2555, by Selected Country, Tax Year 1996
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reported substantially higher housing exclusons and
deductions than for 1991. While the growth in the
number of returns and foreign-earned income exclu-
sons claimed by Asian-based individuals hovered
around 30 percent, the housing excluson amounts
claimed nearly doubled to $1.2 billion. During the
same time period, the amounts claimed by these
individuals in housing deductions increased 65.0
percent to $39.0 million.

Of the $1.9 hillion of housing exclusions re-
ported, 21.8 percent was for Hong Kong, 12.9 per-
cent for Japan, 10.9 percent for the United Kingdom,
and 5.6 percent for China. In fact, Asian-based tax
returns accounted for 33.9 percent of all returnswith
a Form 2555 but 61.9 percent of the total amount of
housing exclusions claimed. This may be due, in
part, to the high cost of living in thisarea[5]. For
1996, the average housing exclusion was approxi-
mately $30,900 (Table 1).

The housing deduction, which istaken asa
statutory adjustment, is reported by qualified taxpay-
ers reporting foreign-earned sdf-employment in-
come. For 1996, the average deduction for those
taxpayers claiming it was about $18,200. Those
taxpayers claiming the housing deduction increased
thelr total statutory adjustments (which at the same
time reduced their adjusted gross incomes) by about
35.7 percent, from about $211 million before the
deduction to approximately $287 million after the
deduction.

U.S. taxpayers claiming the foreign-earned
income and housing exclusions and the housing
deductions reported worldwide income of $30.1
billion for 1996. These individuals used the exclu-
sions and deduction to reduce their worldwide in-
comes by approximately $14.0 billion, or about 46.6
percent. Morethan half of all taxpayers claiming the
exclusons owed no U.S. income tax after claiming
the exclusons, housing deduction, and any foreign
tax credit to which they were entitled.

Qvervi enof Forel gnTaxCedi t Rrovi si ons

For 1996, U.S. taxpayers with income from sources
outside the United States, regardless of their res-
dency, could claim a credit against their U.S. income
tax liability for mogt foreign taxes they paid or accrued
(except for taxes paid on income excluded under the
foreign-earned income provisions). The purpose of

the credit, originally
created in 1918, isto
avoid double taxation on
foreign-source income,
since the United States
taxesits citizens and
resident aliens based on
their worldwide in-
COMmes.

The foreign tax credit is subject to a limitation
based on the taxpayer’ stotal U.S. income tax liabil-
ity. These limitations prevent taxpayers from using
the foreign taxes paid in relatively high tax rate
countries to off-set taxes paid on their U.S.-source
incomes. The limitation is computed separately for
the following categories of foreign-source income:
passve income, high withholding tax interedt, financia
sarvices income, shipping income, dividends from an
Interest-Charge Domestic International Sales Corpo-
ration (IC-DISC), distributions from a Foreign Sales
Corporation (FSC), lump-sum distributions from
certain retirement plans, and other (general limita
tion) income [6]. The allowable credits for each type
of foreign-source income are then added together.

Passve income generdly includes dividends,
interest, rents, royalties, and annuities. High withhold-
ing tax interest isforeign interest income that is subject
to agrosswithholding tax of at least 5 percent. Finan-
cal services income indudes income derived by a
financial services entity engaged in banking, financing,
or insurance. Shipping income is income from the use
of any aircraft or vessd in foreign commerce or income
derived from space and ocean activities. 1C-DISC
dividends represent the proportion of 1C-DISC divi-
dendsthat are from aforeign source, while FSC digtri-
butions are derived from earnings and profits attribut-
ableto foreign trade income, or from qudified interest
and carrying charges. Lump-sum didributions are
digributions from a retirement plan that are subject to
U.S. tax usng income averaging. Generd limitation
income is al other income from sources outside the
United States.

The limitation on the foreign tax credit for each
different type of income is calculated by multiplying
thetotal U.S. incometax liahility before credits by the
ratio of the foreign-source taxable income for that type
of incometo total U.S. taxableincome. Foreign taxes
paid in excess of the limitation can be carried back 2
years and then forward up to 5 years. Taxes carried to

For 1996, U S t axpay-
erscla ned$3.5hi | lion
infore gntaxcredits, a

68. 3- percert i ncrease
froml991.
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another year are added to the taxes available for credit
for that year for the same limitation income. Todam
the foreign tax credit, taxpayers filed Form 1116,
Foreign Tax Credit, with Form 1040 or Form 1040PC.
Tables 3 through 5 present statistics on the foreign tax
credit and related foreign-source income reported on
individual income tax returns.

Forel gn- Sour ceG oss | ncone

Foreign-source gross income is al income earned
outside the United States, except for income used to
claim the foreign-earned income excluson. For
1996, approximately $29.1 billion of foreign-source
gross income were reported by taxpayers. Thisrepre-
sents about 7.4 percent of the total worldwide income
for those taxpayers who reported foreign-source
income, and 0.6 percent of the tatal worldwide income
for all U.S. taxpayers. (These statistics include only
the foreign-source gross income reported on Form
1116, because some taxpayers with foreign-source
income do not file Form 1116 [7].) Between 1991
and 1996, foreign-source gross income grew 67.8
percent in real percentage terms, while worldwide
income reported on all individual U.S. tax returns
grew only 13.6 percent (Figure D).

Almost $9.3 hillion, representing 31.9 percent, of
total foreign-source gross income were reported
without a specific country being stated. Of the $19.8
billion of foreign-source gross income that had a
stated country, 23.9 percent was earned in the United
Kingdom, 12.5 percent in Canada, 9.3 percent in
Japan, and 6.2 percent in Hong Kong (Figure E).
The average foreign-source gross income reported
for these countries was $23,155, $17,391, $44,694,
and $121,289, respectively. The overall average
foreign-source gross reported by U.S. taxpayers was
$17,073. Theregion with the highest growth in
foreign-source gross income between 1991 and 1996
was Asia. Foreign-source gross income reported for
Asian countries grew 74.6 percent during that time
period, increasing from just under $3.1 billion (in
1996 constant dollars) for 1991 to $5.4 billion for
1996 (Figure F). For additional data on foreign-
Source gross income by region or country, see Table 4.

Forel gnTaxesandForei gnTax G edi t

U.S. taxpayers paid (or accrued) $5.4 billion in
foreign taxes for 1996. This was before carrybacks,
carryovers, and reductions. The four countries to

Selected Income, Exclusion, and Credit ltems,
Tax Years 1991 and 1996

[Money amounts are in thousands of dollars]

Item 19011 1996 Percentage
change
1) (2) (3)

Worldwide income...........cccce..... 4,042,557,991| 4,590,604,003 13.6
Form 2555

Total foreian-earned income............. 15,839,440 21,116,034 33.3

Foreign-earned income exclusion

before deductions............ccccuoce... 10,016,696 12,090,833 20.7

Housina exclusion 1,155,354 1,880,610 62.8

Housina deduction............ccccceeeeenee. 50,127 75,447 50.5
Form 1116

Gross foreian-source income...........] 17,325,785 29,077,624 67.8

Foreian tax credit 2...........ccoceeeveveennene 2,096,131 3,527,077 68.3

1 For comparability, 1991 amounts have been adjusted for inflation to 1996 constant
dollars.

2 The amount of foreign tax credit for 1996 reported in this article differs slightly from
the foreign tax credit amount of $3,538,835,000 published in Statistics of Income,
Individual Income Tax Returns--1996, Publication 1304, because returns with a foreign tax
credit of less than $10 and no Form 1116 attached were not included in this study.

Gross Foreign-Source Income, by Selected
Country or Region, Tax Year 1996
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1 Gross foreign-source income reported on the Form 1116 with stated
country or region.
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Gross Foreign-Source Income and Foreign Taxes, by Selected Country or Region, Tax Years
1991 and 1996

[Money amounts are in thousands of dollars]

Item, selected country or region 19911t 1996 Percentage
change
Q) (2) 3)

Gross foreign-source inCome, total.........cccoceveiiiii e 17,325,785 29,077,624 67.8
NOTtR AMEIICA 2.ttt 3,117,449 2,960,489 -5.0
CANAGA. .. .1ttt 2,885,682 2,468,517 -14.5
Other NOMh AMEIICA.......eiiitie ettt ettt e ete e e aeeeaeeen 231,767 491,972 112.3
AASTAL Lttt e e ettt 3,087,230 5,390,621 74.6
JADAN .. .ttt et e 1,587,627 1,842,271 16.0
Hona Kona.... . 321,023 1,229,504 283.0
OLNEI ASIAL ..o+ ee ettt oo ettt 1,178,580 2,318,846 96.7
EUTODE 1ttt ettt e ettt et 6,632,449 9,058,447 36.6
United Kinadom. 2,983,612 4,730,144 58.5
GBIMANY .. ..ttt ettt ettt ettt b ettt bttt r e ees 946,418 1,137,928 20.2
Other BUMODE...... it iiiiiiiee ettt 2,702,419 3,190,375 18.1
U.S. POSSESSIONS 3.ttt ettt ettt e et e et e e entaeeaeeas 909,919 791,929 -13.0
ORI e e et 3,578,736 10,876,138 203.9
Foreign taxes paid or accrued, total..........ccoueeveieiiiiineneeeee e 3,818,457 5,397,212 41.3
NOTR AMEIICA 2.ttt 613,967 836,382 36.2
CANAGA. .. 1ttt ettt 534,897 676,628 26.5
Other NOMh AMEIICA.......ciiiie ettt et e ete e et eeaee e 79,069 159,754 102.0
ST Lttt e ettt 777,091 1,100,201 41.6
JAPAN. . ettt et e ettt 387,474 387,812 0.1
Hong Kong.... . 54,085 148,546 174.7
OLNEI ASIAL .. ettt ettt et et et 335,532 563,843 68.0
EUTOPE .ttt ettt ettt bbbttt 1,817,878 2,512,545 38.2
United Kingdom. 844,853 1,246,990 47.6
GBIMNANY ... ettt e ettt ettt ettt bttt b e b n ettt s b s nees 293,613 424,043 44.4
OthEI BUIOPE... ...t ettt bbbt 679,412 841,512 23.9
U.S. Possessions 3... . 128,459 111,348 -13.3
ORI e e e 481,062 836,736 73.9

1 For comparability, 1991 amounts have been adjusted for inflation to 1996 constant dollars.

2 Greenland is included in the amount for 1996 ($1,749,000 of gross foreign-source income and $46,000 of foreign taxes paid or accrued), but is not included in the 1991 amount
because data are not available.

3 Includes Puerto Rico.

which U.S. taxpayers paid or accrued the most $5.4 billion in foreign taxes paid or accrued were
foreign taxes were the United Kingdom, Canada, reported without a stated country.
Germany, and Japan. Combined, the foreign taxes Between 1991 and 1996, total foreign taxes paid
paid or accrued to those four countries accounted for or accrued grew 41.3 percent in real percentage
dightly over 50 percent of thetotal. Over $1.2 terms. As shown in Figure F, Asia showed the most
billion in foreign taxes were paid or accrued to the real growth in foreign taxes paid or accrued (41.6
United Kingdom (23.1 percent of the total amount), percent), followed closdly by Europe (38.2 percent)
followed by $0.7 billion to Canada (12.5 percent), and North America (36.2 percent). Asia aso showed
$0.4 hillion to Germany (7.9 percent), and $0.4 the most real growth in foreign-source gross income.
billion to Japan (7.2 percent). Other countries with However, the percentage growth was much higher
large amounts of foreign taxes paid or accrued (74.6 percent) than for foreign taxes paid or accrued.
included Switzerland and Mexico, in addition to The two types of income for which most of the
Hong Kong (Figure G). About 10.0 percent of the $5.4 billion in foreign taxes were paid or accrued
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HoureG

Foreign-Source Taxable Income and Foreign Taxes, by Selected Country, Tax Year 1996
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|:| Foreign-source taxable income before adjustments

were general limitation income and passve income.
Nearly $4.7 billion in foreign taxes were reported for
general limitation income, representing 87.2 percent
of the total, and $0.6 billion for passive income,
representing 11.0 percent of the total. Total foreign
taxes available for credit after carrybacks,
carryovers, and reductions were nearly $6.3 hillion,
and the foreign tax credit before adjustments (see
Explanation of Selected Terms) was just over $3.5
billion. Nearly 84 percent of the foreign tax credit
before adjustments was reported for general limita-
tion income. Table 5 presents additional data on
foreign taxes, by income type.

For 1996, the total foreign tax credit claimed was
over $3.5 hillion and reduced the average U.S. in-
come tax liabilities of taxpayers who claimed it by

3.3 percent. Between 1991 and 1996, the total for-
eign tax credit increased 68.3 percent in real terms,
from $2.1 hillion (in 1996 constant dollars) to $3.5
billion, an increase of $1.4 billion (Figure D). The
average foreign tax credit for 1996 was $1,679, down
from $2,401 (in 1996 constant dollars) for 1991.
Between 1991 and 1996, the number of taxpayers
claiming aforeign tax credit grew at afaster rate
(140.8 percent) than the amount of foreign tax credit
claimed (68.4 percent).

Sunmar y

For 1996, U.S. taxpayers reported $14.0 billion in
foreign-earned income and housing exclusions, an
increase in real percentage terms of 25.1 percent
from 1991. However, the largest percentage in-
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creases were related to the housing exclusions, which
increased 62.8 percent during this period to $1.9
billion. Asian-based taxpayers accounted for the
bulk of the increases in the exclusions, particularly
the housing excluson. In real terms, the foreign-
earned income exclusions claimed by Asian-based
taxpayers increased to $4.6 billion, an increase of
31.5 percent, while the amounts claimed as housing
exclusions nearly doubled, reaching $1.2 billion for
1996.

Foreign-source gross income reported by U.S.
taxpayers reached approximately $29.1 billion, and
the total foreign tax credit claimed was dightly over
$3.5 hillion for 1996. Between 1991 and 1996, there
was a notable increase in both foreign-source gross
income and the foreign tax credit. In rea terms,
foreign-source gross income grew 67.8 percent, and
the foreign tax credit grew 68.3 percent. In the same
time period, there was also a notable increase in the
number of taxpayers reporting a foreign tax credit on
their U.S. incometax returns. For 1996, aforeign
tax credit was claimed on nearly 2.1 million returns,
an increase of 140.8 percent from 1991.

Drt aSour cesandLi nt at i ons

The 1996 data presented in this article are based on a
sample of individual income tax returns, Forms 1040
and 1040PC, processed during Calendar Year 1997,
with either aforeign tax credit, an attached Form
1116, a foreign-earned income exclusion, housing
excluson or housing deduction, or an attached Form
2555 or Form 2555-EZ. Foreign-source income and
taxes are underreported in this article to the extent
that these amounts were not adequately reported on
Form 1116 to support the foreign tax credit claimed
on Form 1040. About 19.7 percent of Forms 1040
and 1040PC (as originally filed) with aforeign tax
credit did not include the supporting Form 1116.
The average foreign tax credit reported on these
returns was $28. Foreign-source income and |osses
are also underreported to the extent that taxpayers
who were not igible for a credit did not file Form
1116. Taxpayers who had foreign-source income but
paid no taxes or had no U.S. tax liability before
credits could not claim a foreign tax credit.

About 1.6 percent of the sampled returns with a
foreign tax credit or an attached Form 1116 and 10.5
percent of the sampled returns with an attached Form
2555 or Form 2555-EZ were for tax years prior to

1996, reported on delinquent returns processed
during the 1996 filing period. These prior-year
returns were included as a representation of 1996
returns filed after December 31, 1997. The sampled
returns used for the statistics do not reflect adjust-
ments made during audit examination, which deter-
mines the acceptahility of the reported data.

The sample was dratified based on: (1) the
presence or absence of Form 2555, Foreign Earned
Income, Form 2555-EZ, Foreign Earned Income
Exclusion, and Form 1116, Foreign Tax Credit; (2)
presence or absence of other specific forms or sched-
ules, (3) the larger of positive income or negative
income; (4) the size of business and farm receipts,
and (5) the usefulness of returns for tax policy mod-
eling purposes. The 1996 foreign-earned income and
foreign tax credit data are based on a sample of
31,657 returns and a population of 1,903,543 returns
[8]. For ageneral description of the sampling proce-
dures and data limitations of Statistics of Income
tabul ations, see Statistics of Income, Individual
Income Tax Returns 1996 and the Appendix to this
issue of the Bulletin.

Expl anat i onof Sl ectedTerns

Foreign Tax Credit Adjustments—These include
reductions for participation in unsanctioned interna-
tional boycotts and increases permitted by tax treaties
between the United States and certain foreign
countries.

Satutory Adjustments.—Certain adjustments to
total income were allowed as deductions in the calcu-
lation of adjusted gross income. These included
payments to an IRA, moving expenses, the deduction
for one-half of sdlf-employment tax, the sdf-em-
ployed health insurance deduction, payments to a
sdf-employed Keogh retirement plan or a smplified
employee pension (SEP), forfeited interest penalty,
alimony paid, and the foreign housing deduction.

Foreign-Source Taxable Income.—This is for-
eign-source grass income less deductions and losses
reported as part of the foreign tax credit computation.
The deductions include any expenses directly related
to foreign-source income, a prorated share of the
taxpayer’s itemized or standard deductions, and a
prorated share of interest expenses.

Worldwide Income.—This is the total income or
loss reported on Form 1040 or Form 1040PC before
the foreign-earned income and foreign housing
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exclusions have been taken. It includes salaries and
wages, taxable interest; dividends; taxable refunds of
State and local income taxes; alimony received; bus-
ness income or loss; capital gains or losses, and tax-
able digtributions from an IRA; taxable pensions and
annuities; income or loss from rents, royalties, part-
nerships, S corporations, and estates and trusts; farm
income or loss, unemployment compensation; taxable
Social Security benefits;, and other income or 1osses.

Not es and Ref er ences

[1] Datafor all taxpayerswho filed a Form 1040 for
1996 cited in this article are from Satistics of
Income, Individual Income Tax Returns 1996,
Publication 1304.

[2] Datain thisarticle are compared to 1991 data
because this is the last year for which compa-
rable statistics are available.

[3] For comparability, 1991 amounts presented in
this article are adjusted for U.S. inflation to 1996
constant dollars. However, these adjustments do
not necessarily adjust for country-specific
inflation in the various foreign countries for
which income was reported. The inflation-
adjusted congtant dollars are based on the
Consumer Price Index (CPI-U) computed and
reported by the U.S. Department of Labor,
Bureau of Labor Statistics, Monthly Labor
Review. The consumer price index represents
annual averages of monthly indices and approxi-
mates buying patterns of typical urban consumers.

Year CPI-U
1996 156.9
1991 136.2

[4] The World Bank compiles gatistics related to
economic growth and development. For Hong
Kong, the average annual percentage growth in
gross domestic investment was 11.1 percent
across the period 1990 to 1997. The average
annual percentage growth in gross domestic

investment for East Asia and the Pacific was
12.3 percent for this same period. By contrast,
for this same period, the overall world percent-
age growth was 2.4 percent, while Europe and
Central Asiadeclined by 7.5 percent (Table 4.10,
World Development Indicators 1999, World
Bank, 1999).

[5] The Office of Allowances of the United States
Department of State computes indexes of living
costs abroad on a quarterly basis. Thelocal
index provides a measure of the cost of living at
aforeign location compared with the cost of
living in Washington, D.C. (i.e, the index for
Washington, D.C. equals 100). Theloca indices
for October 1996, were 221 for Tokyo, Japan;
135 for Hong Kong; 142 for Singapore; and 122
for Beijing, China. These, aswell as other
satistics, are available on the United States
Department of State website: www.state.gov.

[6] Foreign income reported in the IC-DISC (Inter-
est-Charge Domestic International Sales Corpo-
ration) category may include dividends from a
former DISC (Domestic International Sales
Corporation). The IC-DISC entity was created
by the Deficit Reduction Act of 1984 and
replaced the DISC.

[7] Some taxpayers with aforeign tax credit fail to
file Form 1116 with ther returns, but still claim a
foreign tax credit on Form 1040. Also, some
taxpayers deduct their foreign taxes on Schedule
A rather than taking a credit by filing Form 1116.
Therefore, foreign-source income for these
taxpayers would not be reported.

[8] The primary reason for the difference between
the total number of returnsin the population and
the total number of returnsin Table 3 isthat
returns with aforeign tax credit of less than $10
were not included in the population, but could
have been included in the full individual income
tax returns sample for other reasons.

SOURCE: IRS, Statiticsof IncomeBulletin,
Summer 1999, Publication 1136 (9-99).
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Table 1.--Individual Income Tax Returns With Form 2555: Source of Income, Deduction, Tax
Items, and Foreign-Earned Income and Exclusions, by Size of Adjusted Gross Income

[All figures are estimates based on samples--money amounts are in thousands of dollars]

Selected income, exclusion. deduction. and credit items reported on Form 1040
Size of adiusted Number Adjusted Salaries and wages Foreign eamed income
aross income of gross Worldwide exclusion 2
returns income income * Number Amount Number Amount
or deficit of returns of returns
Q) (2) 3) (4 (5) (6 (W4

Al TEIUINS .o 279,758 15,979,033 30,129,323 266,657 25,449,201 279,004 11,982,578
13,594 -213,077 374,140 11,242 501,353 13,579 546,801
36,026 - 1,190,305 34,997 1,167,841 35,929 1,181,566
$1 under $10,000. 83,680 256,576 3,402,297 79,246 3,092,279 83,467 3,066,007
$10,000 under $25,000 40,387 671,927 2,400,473 38,122 2,031,226 40,173 1,615,633
$25,000 under $50,000.. 32,516 1,172,114 2,874,106 31,318 2,438,557 32,417 1,509,938
$50,000 under $75,000 21,441 1,303,702 2,517,211 21,088 2,212,875 21,431 1,011,766
$75,000 under $100,000 12,235 1,060,292 1,953,078 11,788 1,717,231 12,176 696,343
$100,000 under $200.,000.... 23,370 3,299,970 5,173,941 22,889 4,554,523 23,350 1,326,592
$200,000 under $500.,000.... 23,370 3,730,249 5,070,239 12,447 4,389,205 12,741 788,483
$500,000 under $1,000,000. 23,370 1,779,950 2,111,837 2,474 1,662,954 2,626 168,357
$1,000,000 or more 23,370 2,917,330 3,061,697 1,045 1,681,159 1,116 71,092

Selected income, exclusion, deduction, and credit items reported on Form 1040--continued

Size of adjusted
gross income

Total adjustments

Taxable income

Foreign tax credit

Total income tax

Number Amount Number Amount Number Amount Number Amount

of returns of returns of returns of returns

(8) 9 (10) a1 (12) (13) aa (15)
All returns 57,917 286,925 139,383 13,514,038 72,714 1,748,205 132,527 2,169,847
Adiusted aross deficit. 6,834 21,231 - - *12 *1 *64 *24
*97 *104 - - - - - -
$1 under $10.000. 13,728 26,068 6,033 11,429 1,496 247 5,191 1,439
$10,000 under $25,000 10,767 30,930 27,950 190,462 6,400 5,038 24,902 22,978
$25,000 under $50,000 8,877 36,198 31,954 708,013 12,110 30,515 29,667 81,223
$50,000 under $75,000 4,933 26,236 21,347 932,666 9,832 52,699 20,903 112,598
$75,000 under $100.,000........... 3,372 20,479 12,223 846,187 8,521 76,939 12,015 106,373
$100,000 under $200.,000......... 5,257 37,678 23,367 2,834,034 19,109 341,553 23,316 373,927
$200,000 under $500.,000......... 3,025 46,549 12,756 3,479,489 11,643 574,408 12,721 507,043
$500,000 under $1,000,000...... 651 23,335 2,631 1,706,643 2,530 294,890 2,628 308,676
$1.000,0000rmore.....cc.evee.. 375 18,118 1121 2,805,116 1,062 371,915 1121 655,564
Selected income, exclusions. and deductions reported on Form 255

Size of adjusted

Total foreian-

Foreign-earned income reported

Salaries and wages

Business or professional income

gross income eamed income on Form 2555 only (less loss)
Number Amount Number Amount Number Amount Number Amount
of returns of returns of returns of returns
(16) an (18) (19) (20) (21) (22) (23)
All TELUINS ... 279,758 21,116,034 201,112 18,357,647 191,911 12,650,855 15,140 560,644
Adiusted aross deficit. 13,594 603,016 10,626 477,169 9,186 379,007 1,805 62,282
36,026 1,198,596 14,170 481,440 13,483 449,414 1,309 17,771
$1 under $10.000 83,680 3,193,320 47,896 1,892,639 45,902 1,699,921 4,204 69,269
$10,000 under $25,000 40,387 1,880,645 31,468 1,573,254 29,455 1,335,709 3,079 73,471
$25,000 under $50,000............. 32,516 2,097,511 26,543 1,914,729 25,632 1,526,800 1,711 62,659
$50,000 under $75,000 21,441 1,721,106 19,329 1,645,991 18,683 1,195,414 997 50,706
$75,000 under $100,000... 12,235 1,434,933 11,609 1,412,013 11,093 963,257 512 30,058
$100,000 under $200.,000......... 23,370 3,568,031 23,037 3,545,358 22,550 2,132,145 911 77,431
$200,000 under $500.,000......... 12,756 3,348,869 12,692 3,345,790 12,393 1,784,999 * *
$500,000 under $1,000,000...... 2,632 1,111,922 2,627 1,111,612 2,490 601,016 **519 **82,469
$1,000,000 or more................... 1,122 958,086 1,113 957,653 1,045 583,173 91 34,529

Footnotes at end of table.
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Table 1.--Individual Income Tax Returns With Form 2555 Exclusion or Housing Deduction: Source of
Income, Deduction, Tax Items, and Foreign-Earned Income and Exclusions, by Size of Adjusted Gross

Income--Continued

[All figures are estimates based on samples--money amounts are in thousands of dollars]

Selected income, exclusions. and deductions reported on Form 2555--con

Size of adjusted

Partnership inc

ome (less loss)

Noncash income

inued

Allowances. reimbursements. or

Less: meals and

gross income expel bv emplovers lodaina excluded
Number Amount Number Amount Number Amount Number Amount
of returns of returns of returns of returns
(24) (25) (26) (27) (28) (29) (30) (31)
All TELUINS ... 1,102 198,467 20,892 247,823 60,082 4,210,558 2,706 39,932
*23 *998 996 9,194 1,382 28,133 *317 *5,017
- - *604 *8,039 900 7,858 *97 *3,404
$1 under $10,000. *301 *8,561 2,663 23,224 5,268 90,623 971 8,594
$10,000 under $25,000 *99 *3,417 2,519 26,902 5,803 125,356 425 6,786
$25,000 under $50,000.. *101 *4,399 2,377 26,520 7,684 282,835 454 8,643
$50,000 under $75,000 *21 *2,051 2,067 26,779 7,252 339,784 203 2,972
$75.000 under $100,000........... *39 *7,924 1,836 18,505 6,314 353,990 148 1,782
$100,000 under $200.,000......... 114 17,385 4,219 49,948 13,820 1,160,981 *79 *1,787
$200,000 under $500.,000......... 202 66,552 2,762 35,866 9,173 1,229,250 * *
$500,000 under $1,000,000...... 146 58,881 633 13,986 1,820 347,645 * %10 * %946
$1,000,000 or more................... 56 28,300 213 8,858 664 244,105 - -
Selected income, exclusions. and deductions reported on Form 2555--continued
Size of adjusted Other foreian-earned Foreian-earned income . . . .
X . . X Housing exclusion Housing deduction
gross income jncome (less 10ss) exclusion before deductions

Number Amount Number Amount Number Amount Number Amount

of returns of returns of returns of returns

(32) (33) (34) (35) (36) (37) (38) (39)

All TELUINS ... 14,479 529,231 279,246 12,090,833 60,938 1,880,610 4,154 75,447
Adijusted aross deficit. *269 *2,571 13,594 552,350 1,095 19,185 *147 *1,579
*520 *1,763 36,026 1,186,346 759 8,634 - -
$1 under $10,000..........cceennne 1,728 9,636 83,467 3,063,381 4,490 53,647 *334 *3,5637
$10,000 under $25,000 1,199 15,185 40,290 1,634,850 5,666 81,982 800 9,316
$25,000 under $50,000 1,522 20,159 32,417 1,535,176 8,558 155,678 801 8,151
$50,000 under $75,000 1,650 34,229 21,431 1,021,499 7,718 175,507 553 6,819
$75,000 under $100,000... 1,396 40,061 12,176 702,529 6,406 175,964 362 4,607
$100,000 under $200.,000......... 3,077 109,255 23,360 1,339,212 14,263 509,701 567 9,155
$200,000 under $500.,000......... 2,388 169,542 12,743 794,558 9,465 504,958 352 16,707
$500,000 under $1,000,000...... 546 68,143 2,626 170,275 1,834 140,196 162 10,518
$1,000,000 or more................... 184 58,687 1,116 71,886 684 55,158 75 5,057

*Estimate should be used with caution because of the small number of sample returns on which it is based.

**Data combined to avoid disclosure of information for specific taxpayers. However, data are included in the appropriate totals.
1 Worldwide income is total income or loss reported on Form 1040 or Form 1040PC before the foreign-earned income exclusion, housing exclusion, and housing deductions have

been taken.

2 Amount reported on Form 1040 is the total amount of foreign-earned income exclusion after subtracting deductions allocable to excluded income.
NOTE: Detail may not add to totals because of rounding.
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Table 2.--Individual Income Tax Returns With Form 2555: Foreigh-Earned Income Exclusion, Housing

Exclusion, and Housing Deduction, by Country or Region

[All figures are estimates based on samples--money amounts are in thousands of dollars]

Eoreian- ed income
Total Foreign-
Country or region Number foreign- earned Salaries Business or Partnership Noncash
of earned income and professional income income
returns income on Form wages income (less loss)
2555 only (less l0ss)
(6] (2) 3) (4) (5) (6) w4

All geographic areas... 279,758 21,116,034 18,357,647 12,650,855 560,644 198,467 247,823
North America, total 29,027 1,724,579 1,411,595 1,118,103 81,608 *3,457 8,890
Canada. 23,333 1,305,384 1,045,254 876,297 70,505 *3,363 5,077
Greenland.. 50 3,270 - - - - -
5,645 415,925 366,341 241,806 11,102 *05 3,812
Latin/South America, total. 13,761 919,630 830,100 599,071 29,426 *6,286 8,131
Araentina 1,027 106,922 100,954 67,782 *2,927 *1,213 779
Brazil... 2,889 221,409 202,586 131,283 *4,669 - 1,449
Chile. 1,316 106,261 92,097 70,974 *3,169 - 959
Colombia... 749 54,221 54,221 38,333 - - *1,233
Panama.. 980 49,662 45,691 41,082 *1,019 - *2
503 46,393 42,025 33,077 - - *1,219
1,954 167,166 152,958 117,258 *2,871 *1,307 914
Other Latin and South American countries.. 4,343 167,596 139,568 99,282 14,771 *3,766 1,576
Caribbean, total 5,484 318,495 211,446 172,186 *3,025 - 4,276
Bermuda. 1,324 105,263 67,987 50,184 *208 - *1,787
Cavman Islands.. 1,089 53,595 24,195 20,133 - - *1,238
Jamaica 426 25,677 24,630 21,542 *1,648 - *14
Other Caribbean countries.. 2,645 133,960 94,634 80,327 *1,169 - 1,237
Europe, total 92,534 7,452,455 6,637,265 4,440,851 269,320 125,020 63,849
Austria. 2,023 106,870 95,947 66,179 *8,479 - *85
Belaium 2,536 314,929 309,760 175,729 *1,738 *8,075 4,280
Czech Republic.........cccccviiiiiiiiiiii 956 69,420 64,710 47,388 *6,496 *3,421 *151
Denmark 1,169 67,022 46,147 32,725 - - *763
Finland... 668 41,770 *27,707 *21,237 - - *563
France.... 8,553 692,880 603,040 403,288 41,169 36,804 3,886
Germany. 22,802 1,236,579 1,052,889 769,482 48,939 10,988 5,727
GIBECE. ...t 744 38,191 30,765 22,826 *623 - *439
Hunaary.. 485 46,736 44,102 26,872 *3,654 - *621
Ireland.... 404 37,801 37,801 23,241 *4,271 - *944
4,004 208,541 180,910 134,998 *3,628 *344 1,471
Luxemboura.. 143 23,114 23,114 12,144 - - *250
Netherlands. ... 3,486 323,127 272,733 162,911 *4,061 - 7,211
Norway... 892 81,263 75,166 44,232 - - *212
Poland.... 1,069 67,105 62,060 35,894 *2,416 *684 *479
Portuaal.. 487 17,894 17,227 12,560 *644 - *91
Russia. 3,878 259,876 226,573 160,508 9,954 *5,780 3,776
Sweden.. 957 69,547 56,614 48,321 *2,075 - 191
Switzerland... 6,674 645,362 533,335 402,694 16,463 2,768 2,873
Turkey. 2,131 79,332 65,617 52,711 *3,967 - *101
United Kinadom 23,426 2,705,533 2,532,274 1,579,404 101,708 55,014 28,177
Other European countries 5,047 319,563 278,774 205,507 9,035 1,142 1,558
Africa, total 10,138 546,621 482,236 393,700 3,917 *3,926 4,522
Algeria.... 170 20,139 20,138 18,166 - - *45
Angola.... *79 7,615 *7,104 *5,542 - - -
1,393 116,507 111,871 84,759 *1,811 *3,560 1,826
1,209 38,446 35,649 32,721 660 - -
1,196 91,336 87,364 70,902 10 366 877
1,188 67,422 61,038 50,614 124 - *318
Other African countries.... 4,903 205,156 159,071 130,996 1,312 - 1,456

Footnotes at end of table.
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Table 2.--Individual Income Tax Returns With Form 2555: Foreigh-Earned Income Exclusion, Housing
Exclusion, and Housing Deduction, by Country or Region--Continued

[All figures are estimates based on samples--money amounts are in thousands of dollars]

Foreign-earned income
Total Foreign-
Country or region Number foreign- earned Salaries Business or Partnership Noncash
of earned income and professional income income
returns income on Form wages income (less loss)
2555 only (less 10ss)
(6] (2) 3) 4 (5) (6) 4]

Asia, total.. 94,764 8,413,042 7,325,424 4,666,341 137,403 47,379 144,346
4,561 529,850 501,448 251,628 *10,408 *3,315 17,619
12,564 1,687,824 1,563,949 927,215 30,144 16,952 23,496
1,348 100,372 93,986 69,201 *1,285 - 1,895
Indonesia.. 3,568 427,181 399,958 209,118 *2,223 *7,210 4,267
Israel... 6,640 332,454 199,566 181,036 3,991 *4,713 *1,916
Japan. 20,456 1,649,367 1,380,158 840,736 16,140 *7,465 11,581
Malaysia 1,670 157,986 149,891 92,174 *855 - 1,759
Pakistan 666 41,578 37,432 29,524 *1,853 - *843
Philippines 4,027 240,733 212,809 144,929 *7,343 *1,727 7,741
Saudi Arabia 11,033 851,479 745,106 648,471 *7,789 *1,932 27,049
Sinagapore. 5,049 809,346 778,983 397,236 *2,282 *2,933 24,259
South Korea. 4,979 272,201 206,117 127,804 *6,261 - 4,452
6,070 471,315 367,000 272,172 30,684 398 2,127
Thailand.... 3,140 275,658 247,412 163,522 *1,111 - 4,560
United Arab Emirates.. 2,184 159,585 134,834 95,002 *3,934 - 4,628
Other Asian countries.. 6,809 406,113 306,775 216,573 11,100 734 6,154
Oceania, total 8,918 628,085 485,305 383,479 2,005 3,556 9,436
Australia. 5,833 468,219 380,850 291,200 *1,745 *2,952 7,908
New Zealand... 1,932 107,222 71,334 62,315 *261 *604 *1,206
Other Oceania countries. 1,153 52,644 33,121 29,964 - - 322
All other countries.... 25,132 1,113,127 974,276 877,125 33,941 8,844 4,373

Footnotes at end of table.




Individual Foreign-Earned Income and Foreign Tax Credit, 1996

Table 2.--Individual Income Tax Returns With Form 2555: Foreign-Earned Income Exclusion, Housing

Exclusion, and Housing Deduction, by Country or Region--Continued

[All figures are estimates based on samples--money amounts are in thousands of dollars]

Foreign-earned income--continued Foreign-
Allowances, Less: Other earned
Country or region reimbursements, meals foreign- income Housing Housing
or expenses and earned exclusion exclusion deduction
paid by lodging income before
emplovers excluded (less loss) deductions
(8) 9 (10 a1 (12) (13)
All geographic areas... 4,210,558 39,932 529,231 12,090,833 1,880,610 75,447
162,934 - 36,603 1,142,495 49,569 2,454
71,169 - 18,843 890,953 16,344 2,016
- - - *3,270 - -
91,765 - 17,761 248,272 33,225 438
Latin/South America, total.... 168,572 *2,016 20,629 564,819 69,469 *2,175
Araentina 26,512 - *1,741 47,014 12,174 *949
Brazil... 58,631 - 6,554 107,941 30,681 *2
Chile 17,574 *1,778 *1,198 73,094 5,287 *315
Colombia 9,763 - *4,891 36,101 2,818 -
Panama. *3,478 - *108 39,055 *1,048 -
6,326 - 1,403 25,894 *958 -
26,517 - 4,092 99,110 10,889 *74
Other Latin and South American countries.. 19,771 *238 642 136,610 5,614 *835
Caribbean, total 28,604 *52 3,407 234,835 15,922 *852
Bermuda. 13,885 - 1,923 58,179 10,982 -
Cayman Islands.. *2,876 *52 - 49,183 *1,652 *126
Jamaica *966 - 461 19,011 *204 *148
Other Caribbean countries. 10,877 - 1,023 108,462 3,084 *578
Europe, total 1,478,750 3,220 262,696 3,934,552 512,668 22,614
Austria.... 17,732 - *3,471 76,253 4,969 *250
Belaium.. 107,072 - 12,867 135,397 29,920 *676
Czech Republic.. 4,188 - *3,067 41,010 2,073 *627
Denmark 12,076 *183 *766 41,344 1,382 -
Finland *5,908 - - 35,678 *714 -
France 113,087 - 4,805 378,440 50,774 3,756
Germany... 184,350 - 33,403 805,460 61,236 1,868
GIBECE. ...ttt bbbttt *3,290 - *3,588 27,142 *1,011 -
Hunaary. 12,202 *454 *1,207 24,609 5,690 *387
Ireland.... 9,122 - *223 23,338 1,069 *28
37,631 *112 2,951 128,078 13,728 940
Luxemboura. 9,880 - *840 9,093 2,755 -
NEtherands.........ccoeirrreiiiceree e 78,798 - 19,752 173,805 24,666 *14
Norway... 26,236 - *4,486 37,927 3,825 -
Poland.... 21,869 - *716 36,011 7,806 *406
Portuaal. *3,931 - - 12,210 *1,408 -
Russia.... 42,480 *1,048 5,121 158,538 24,254 3,491
SWEABN. ...ttt *5,415 - *611 47,910 1,814 *496
Switzerland.. 95,640 - 12,896 368,867 49,212 1,990
Turkey. 7,507 *143 *1,474 61,730 2,332 *220
United Kinadom 626,724 *1,176 142,423 1,102,496 204,684 7,170
Other European countries.. 53,612 104 8,029 209,216 17,346 -
Africa, total 69,451 *321 7,043 405,805 15,620 *905
Algeria.... *1,209 *45 *764 10,698 - -
Angola.... *1,563 - - *4,943 *910 -
Eavpt.. 19,627 277 565 75,703 4,578 *2
*2,267 - - 33,811 *1,015 -
13,597 - 1,613 65,586 2,442 *2
7,164 - 2,817 49,206 1,749 -
Other African countries 24,024 -- 1,284 165,858 4,926 *901

Footnotes at end of table.
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Individual Foreign-Earned Income and Foreign Tax Credit, 1996

Table 2.--Individual Income Tax Returns With Form 2555: Foreign-Earned Income Exclusion, Housing

Exclusion, and Housing Deduction, by Country or Region--Continued

[All figures are estimates based on samples--money amounts are in thousands of dollars]

Foreign-earned income--continued Foreign-
Allowances, Less: Other earned
Country or region reimbursements, meals foreign- income Housing Housing
or expenses and earned exclusion exclusion deduction
paid by lodging income before
employers excluded (less loss) deductions
(8) 9 (10) a1 (12) (13)
ASIA, tOTAL. ... 2,175,312 32,961 187,605 4,606,251 1,164,465 39,036
i 204,979 *4,140 17,639 235,427 104,462 3,363
530,808 *412 35,746 703,510 409,097 18,440
19,109 - 2,496 53,421 9,050 *224
Indonesia... 144,609 *819 33,350 196,815 39,974 *1,047
Israel 7,546 *8 372 290,203 2,830 -
JADAN. ...t 463,322 *842 41,756 891,250 243,372 5,334
Malaysia.... 50,693 *66 4,475 84,461 14,204 *170
Pakistan 5,213 - - 26,731 1,556 *144
Philippines 46,719 - 4,350 162,514 21,947 *1,063
Saudi Arabia. 78,791 22,631 3,705 623,144 16,132 *1,396
Sinaapore 339,759 *69 12,584 300,513 182,462 2,769
South Korea.. 65,399 - 2,202 176,803 29,159 *282
Taiwan 50,984 *1,188 11,823 309,441 26,710 *2,362
Thailand 69,361 *733 9,591 151,803 28,581 *361
United Arab Emirates 29,429 *525 2,367 110,256 12,199 *681
Other Asian countries... 68,591 1,528 5,149 289,959 22,730 1,400
Oceania, total... 77,050 *84 9,863 383,566 26,340 *172
Australia. 69,213 - 7,831 258,213 24,769 *64
New Zealand 4,916 - 2,032 77,304 1,481 *108
Other Oceania countries.. 2,921 *84 - 48,049 90 -
All other countries 49,885 1,278 1,385 818,509 26,557 7,239

* Estimate should be used with caution because of the small number of sample returns on which it is based.
NOTE: Detail may not add to totals because of rounding.




Individual Foreign-Earned Income and Foreign Tax Credit, 1996

Table 3.--Individual Income Tax Returns With a Foreign Tax Credit or a Form 1116: Sources of
Income, Deductions and Tax Items and Foreign Income, Taxes, and Credit, by Size of Adjusted

Gross Income

[All figures are estimates based on samples--money amounts are in thousands of dollars]

Selected income, exclusion, deduction, and credit items reported on Form 1040

Foreign-earned income

Size of adjusted gross income Number of Adiusted aross Salaries and wages exclusion Foreign housing deduction
returns

income Number Amount Number Amount Number Amount

or deficit of returns of returns of returns

1) (2) (3) (4 (5) (6) (7 (8)

All returns 2,116,727 419,812,229 1,434,902 177,972,229 84,147 4,932,218 2,147 50,498
Adiusted aross defici 1,125 -51,967 1,039 68,379 1,123 53,990 -- --
*312 -- *312 *10,004 *312 *9,040 -- --
$1 under $10,000 133,377 579,928 35,956 374,141 5,968 269,136 *50 *1,116
$10,000 under $25,000.. 190,959 3,439,049 78,839 1,373,788 8,705 494,662 197 1,874
$25,000 under $50,000.. 388,011 14,540,633 260,877 7,928,374 13,351 782,087 285 3,411
$50,000 under $75,000.. 310,413 19,408,554 189,056 9,101,822 10,662 649,341 335 4,311
$75,000 under $100,000.... 253,816 22,233,037 194,162 12,008,165 8,827 542,004 313 4,262
$100,000 under $200,000.. 457,194 63,256,286 364,670 36,768,514 19,682 1,153,813 428 7,560
$200,000 under $500,000.. 256,416 77,939,563 207,397 41,144,639 11,903 745,915 312 13,370
$500,000 under $1,000,000.. 75,415 51,379,596 60,869 23,756,090 2,548 163,788 153 9,749
$1,000,000 or more 49,689 167,087,549 41,724 45,438,313 1,066 68,442 74 4,844

Selected income, exclusion,

deduction, and credit items reported on Form 1040--continued

Returns with a Form 1116

Size of adjusted gross income

Taxable income

Foreign tax credit

Total income tax

Worldwide income 2

Number Number i Number Number
Amount Amount Amount Amount
of returns of returns of returns of returns
© (10) (11) (12) (13) (14) (15) (16)
All TELUINS ... 2,109,461 | 354,060,304 2,101,207 3,527,077 2,090,616 | 103,864,864 1,703,163 390,560,653
- - *12 *1 *3 *13 1,125 9,581
- - - - - - *312 *9,040
$1 under $10,000.. 129,216 342,198 128,904 3,793 128,462 61,051 88,727 685,898
$10,000 under $25,000.. 189,454 1,664,831 188,643 26,109 182,660 221,314 143,819 3,245,549
$25,000 under $50,000.. 387,850 9,684,158 383,468 95,561 377,731 1,482,900 279,674 11,640,743
$50,000 under $75,000.. 310,412 14,200,195 309,582 138,447 309,599 2,494,682 254,536 16,898,799
$75,000 under $100,000.... 253,816 17,132,807 253,461 166,702 253,601 3,412,854 198,472 18,286,210
$100,000 under $200,000.. 457,194 50,429,802 456,260 564,316 457,133 11,689,501 390,611 56,626,034
$200,000 under $500,000.. 256,416 66,487,600 255,912 804,007 256,345 19,190,281 228,582 72,135,458
$500,000 under $1,000,000.. 75,415 45,438,202 75,342 494,454 75,402 15,002,531 69,787 48,465,771
$1,000,000 or more 49,687 | 148,680,511 49,623 1,233,688 49,679 50,309,736 47,518 162,557,571
Returns with a Form 1116--continued
Foreign income. taxes and credit reported on Form 1116

Gross foreign-source income

Foreign-source deductions and

Foreign-source

taxable income

Foreign taxes paid or accrued on:

losses before adjustments3 Total
Size of adjusted gross income
Number Amount Number Amount Number Amount Number Amount
of returns of returns of returns of returns
an (18) (19) (20) (21) (22) (23) (24)

All TELUINS ... 1,695,167 29,077,624 1,490,366 7,640,315 1,697,274 21,437,309 1,683,488 5,397,212
Adijusted aross deficit.. 774 17,513 985 19,199 997 -1,686 859 7,982
Zero... *156 *8,458 *312 *1,345 *312 *7,112 *312 *3,002
$1 under $10,000.. 87,616 168,599 72,645 50,253 88,475 118,346 88,119 46,003
$10,000 under $25,000.. 143,458 624,949 122,654 171,433 143,702 453,516 140,964 128,756
$25,000 under $50,000.. 276,025 1,243,459 237,536 233,214 276,273 1,010,245 274,887 306,953
$50,000 under $75,000 254,349 1,739,248 224,144 246,844 254,505 1,492,404 250,666 333,894
$75,000 under $100,000 198,283 1,483,106 171,014 170,842 198,463 1,312,264 195,066 358,732
$100,000 under $200,000.. 389,103 3,879,686 338,989 539,698 389,133 3,339,987 387,961 1,064,269
$200,000 under $500,000 228,175 5,263,549 211,244 1,017,046 228,178 4,246,503 227,555 1,235,699
$500,000 under $1,000,000.. 69,776 3,034,179 65,966 532,025 69,776 2,502,154 69,688 596,371
$1,000,000 Or MOre.......cccvcvrvenen...] 47,451 11,614,878 44,877 4,658,415 47,460 6,956,463 47,411 1,315,550

Footnotes at end of table.

147



148

Individual Foreign-Earned Income and Foreign Tax Credit, 1996

Table 3.--Individual Income Tax Returns With a Foreign Tax Credit or a Form 1116: Sources of
Income, Deductions and Tax Items and Foreian Income, Taxes, and Credit, by Size of Adjusted
Gross Income--Continued

[All figures are estimates based on samples--money amounts are in thousands of dollars]

Returns with a Form 1116--continued

Eoreign income: taxes and credit reported on Form 1116--continued

Foreign taxes paid or accrued on--continued:

Size of adjusted gross income Dividends Rents and royalties Interest Other income
Number Number Number Number
Amount Amount Amount Amount
of returns of returns of returns of returns
(25) (26) (27) (28) (29) (30) (31) (32)

All TELUINS ...t 1,315,825 403,282 15,706 172,410 74,397 46,864 358,084 | 4,774,656
Adjusted gross defiCit..........ccoeeerrieniiiiiirccn 322 36 ** ** b hid 577 7,935
ZEI0... e - - - - - - *312 *3,002
$1 under $10,000 77,545 4,234 **11 **136 **Q82 **1,392 10,741 40,251
$10,000 under $25,000.........ccceeremerrinienieeeieeee e 94,460 12,141 *1,235 *2,402 9,517 3,000 46,005 111,213
$25,000 under $50,000.........ccceeemerrineneieieiee e 206,734 16,439 *359 *174 16,619 3,044 58,627 287,295
$50,000 under $75,000.... 193,491 23,291 1,554 7,083 6,742 3,177 52,631 300,344
$75,000 under $100,000.. | 147,361 15,209 4,690 56,142 6,802 629 41,360 286,752
$100,000 under $200,000........cccouereirrererieieieereeereneeeenend 311,199 50,406 3,792 18,131 22,743 5,158 76,151 990,574
$200,000 under $500,000.... 188,162 68,440 2,155 48,243 6,567 5,836 46,051 | 1,113,180
$500,000 under $1,000,000. 57,767 42,637 962 8,756 2,284 3,781 14,056 541,198
$1,000,000 or more 38,784 170,448 949 31,342 2,142 20,847 11,572 | 1,092,913

Returns with a Form 1116--continued
Foreian income, taxes and credit reported on Form 1116--continued
Foreign taxes gvanable for Foreign tax carryover Reduction in foreign taxes | Gross foreign tax credit Fore|gn' ta cred'f, after
credit adjustments
Size of adjusted gross income
Number Number Number Number Number
Amount Amount Amount Amount Amount
of returns of returns of returns of returns of returns
(33) (34) (35) (36) (37) (38) (39) (40) (41) (42)

All TEtUINS..c.oeiicie] 1,698,783 | 6,267,325 258,440 | 2,077,410 64,878 | 1,207,297 | 1,687,631 | 3,514,753 | 1,687,644 | 3,515,570
Adjusted gross deficit............... 955 11,306 622 7,845 472 4,521 *12 *2 *12 *1
ZEIO... e e *205 *2,940 - - *106 *62 - - - -
$1 under $10,000 87,571 23,861 7,085 9,534 3,174 31,676 84,255 3,542 84,255 3,542
$10,000 under $25,000. 143,137 85,965 29,737 21,993 4,542 64,783 141,503 25,407 141,503 25,390
$25,000 under $50,000............ 279,016 245,281 55,220 80,363 8,716 142,035 275,131 94,571 275,131 94,564
$50,000 under $75,000.... 253,914 332,033 33,892 126,805 11,040 128,666 253,705 137,347 253,705 137,352
$75,000 under $100,000 198,232 723,971 35,645 486,565 7,021 121,326 198,117 164,964 198,117 164,951
$100,000 under $200,000........ 390,117 | 1,191,109 61,031 441,873 15,921 315,033 389,677 562,233 389,677 562,186
$200,000 under $500,000........ 228,359 | 1,377,275 23,636 428,821 10,600 287,245 228,067 801,178 228,077 801,796
$500,000 under $1,000,000..... 69,766 699,533 7,471 178,052 2,354 74,890 69,714 493,817 69,714 494,028
$1,000,000 Or MOre.......ccoeenene] 47,509 | 1,574,049 4,099 295,560 929 37,060 47,449 | 1,231,692 47,452 | 1,231,759

* Estimate should be used with caution because of the small number of sample returns on which it is based.

**Data combined to avoid disclosure of information for specific taxpayers.

1 The foreign tax credit reported here differs slightly from the foreign tax credit amount of $3,538,835,000 reported in Statistics of Income, Individual Income Tax Returns--1996,
Publication 1304, because returns with a foreign tax credit of less than $10 and no Form 1116 attached were not included in this study.

2 Worldwide income is total income or loss reported on Form 1040 or Form 1040PC before the foreign-earned income exclusion, housing exclusion and housing deductions have
been taken.

3 Adjustments include allocation of foreign losses, recapture of prior-year foreign losses, and recharacterization of income.

Adjustments include reductions for participation in unsanctioned international boycotts and increases permitted by tax treaties between the United States

and certain foreign countries.

NOTE: Detail may not add to totals because of rounding.




Individual Foreign-Earned Income and Foreign Tax Credit, 1996

Table 4.--Individual Income Tax Returns with Form 1116: Foreigh-Source Income, Deductions, and

Taxes, by Country or Region

[All figures are estimates based on samples--money amounts are in thousands of dollars]

Foreign- . .
Foreign taxes paid or accrued on:
Gross Foreign- source
. Number of foreign- source taxable
Country or region ) )
returns source deductions income Total Dividends Rents and Interest Other
income and losses before royalties income
adjustments 1

(6] 2 3 4 5) (6 @ (8) 9)
All geographic areas............cccc..... 1,703,163 | 29,077,624 7,640,315 21,437,309 5,397,212 403,282 172,410 46,864 4,774,656
North America, total...........ccccccocrrunnn. 153,622 2,960,489 682,653 2,277,836 836,382 30,566 27,389 12,432 765,995
141,943 2,468,517 600,571 1,867,946 676,628 29,785 24,841 11,960 610,041
*336 *1,749 *103 *1,646 *46 *46 - - -
11,343 490,223 81,979 408,244 159,708 735 2,548 472 155,953
Latin/South America, total. 20,340 523,533 139,692 383,841 109,635 2,930 510 265 105,930
Argentina...........ococceeeniiiiicien 2,302 72,741 12,835 59,907 18,808 85 95 *2 18,626
Brazil.... 4,749 173,478 36,601 136,877 39,284 1,285 321 173 37,505
2,704 46,676 4,595 42,081 11,911 499 *8 *51 11,353
1,645 99,012 64,820 34,192 10,318 *273 *40 *25 9,979
243 6,065 376 5,689 1,332 *(2) *29 - *1,302
1,397 18,835 961 17,874 7,518 *(2) - - 7,517
1,770 64,735 14,538 50,196 14,724 *221 *3 - 14,500
Other Latin/South America countries 5,529 41,990 4,965 37,024 5,740 566 *14 *15 5,147
Caribbean, total... 1,058 187,952 17,245 170,708 10,702 830 73 28 9,770
Bermuda. 466 20,967 2,420 18,547 535 *437 - - *99
Cayman Islands... 43 133,869 10,878 122,991 *113 *1 - - *112
Jamaica 162 9,759 1,676 8,083 2,394 *(2) - *28 2,366
Other Caribbean countries.. 389 23,358 2,272 21,088 7,658 391 *74 - 7,194
Europe, total. 416,745 9,058,447 1,820,697 7,237,750 2,512,545 104,507 115,736 15,584 2,276,717
Austria.. 1,741 47,192 10,906 36,286 20,804 22 - *3 20,780
Belaium... 7,623 393,851 105,738 288,113 109,587 165 930 22 108,470
Czech Republic 392 16,878 1,779 15,100 5,604 9 *8 *3 5,583
Denmark 3,887 34,134 2,734 31,401 13,740 893 - *6 12,841
Finland.... 8,516 19,319 3,339 15,979 6,135 1,693 *35 - 4,407
France.. 12,702 681,757 154,466 527,292 134,148 2,003 1,206 192 130,746
Germany. 20,146 1,137,928 206,751 931,177 424,043 15,444 1,253 1,771 405,575
Greece.... 2,511 36,887 1,812 35,075 5,942 *384 *4 *2 5,552
Hunaary... 759 23,148 2,272 20,876 10,152 - *(2) - 10,152
Ireland.. 2,531 56,478 34,998 21,480 6,329 667 *16 *3 5,643
ltaly... 6,597 270,998 51,823 219,175 108,664 1,934 44,930 453 61,347
Luxemboura.. 1,299 21,957 2,769 19,188 7,298 *45 - *3 7,250
Netherlands... 65,433 419,047 108,537 310,509 80,228 15,601 *2,103 *106 62,419
4,202 53,296 4,316 48,980 29,031 316 *(2) *1 28,714
1,406 22,132 2,278 19,854 7,934 6 *14 - 7,914
2,849 8,760 1,043 7,718 2,843 34 *16 *5 2,788
2,278 72,990 12,296 60,694 18,060 *4 - *4 18,052
11,264 242,100 27,583 214,517 55,794 1,785 193 147 53,669
Sweden... 11,856 55,237 6,936 48,301 24,040 779 *(2) 245 23,016
Switzerland...........cooooeiiiiicociin 32,669 625,175 104,256 520,918 177,253 10,346 *61,270 6,562 99,075
Turkey. 1,436 18,287 2,422 15,865 10,432 *7 *45 *5 10,376
United Kinadom... 204,282 4,730,144 949,845 3,780,299 1,246,990 49,797 3,711 6,042 1,187,440
Other European countries.... 10,364 70,749 21,795 48,950 7,492 2,572 *2 *8 4,910
Africa, total 6,978 314,752 26,994 287,758 39,171 282 108 - 38,782
Algeria.......ccooeiiiiiiiic 466 32,564 1,999 30,565 6,288 - - - 6,288
Angola.. *892 *145,295 *4,510 *140,785 - - - - -
Eavpt.... 548 34,209 2,990 31,219 6,095 *80 - - 6,015
Kenva... *20 *1,250 *131 *1,119 *536 - - - *536
Niaeria. 473 18,381 2,609 15,771 4,037 *92 - - 3,945
South Affica........coovrriiiiiiceccc 2,854 28,741 4,402 24,338 9,026 102 *17 - 8,907
Other African countries..................... 1,726 54,311 10,351 43,961 13,190 7 *91 - 13,092

Footnotes at end of table.
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Individual Foreign-Earned Income and Foreign Tax Credit, 1996

Table 4.--Individual Income Tax Returns with Form 1116: Foreign-Source Income, Deductions, and

Taxes, by Country or Region--Continued

[All figures are estimates based on samples--money amounts are in thousands of dollars]

Foreign- . .
Foreign taxes paid or accrued on:
Gross Foreign- source
. Number of foreign- source taxable
Country or region ) )
returns source deductions income Total Dividends Rents and Interest Other
income and losses before royalties income
adjustments 1

(6] 2) 3) (4) (5) (6) W) (8) 9
Asia, total.......coociriiiice 115,018 5,390,621 1,343,203 4,047,417 1,100,201 47,123 8,924 2,753 1,041,401
7,038 261,351 23,085 238,266 70,162 118 *38 - 70,006
10,137 1,229,504 383,071 846,433 148,546 475 *70 *14 147,987
2,612 63,319 2,642 60,677 23,317 122 - *17 23,178
Indonesia. 4,077 291,937 57,748 234,189 96,424 60 *114 52 96,199
Israel 10,535 84,883 9,123 75,761 40,027 1,440 334 567 37,686
41,220 1,842,271 421,006 1,421,265 387,812 36,924 6,756 1,113 343,018
Malaysia.. 3,618 105,638 25,297 80,341 24,977 101 *56 *(2) 24,821
Pakistan 1,314 13,706 1,241 12,465 *1,584 *(2) - *(2) *1,584
Philippines 2,834 136,790 75,084 61,706 26,866 16 *75 *31 26,743
Saudi Arabia. 526 22,803 1,934 20,869 1,442 5 - - *1,438
Sinaapore 8,223 475,325 39,454 435,871 118,584 1,826 *788 152 115,817
South Korea. 4,574 244,255 107,469 136,786 37,132 311 *198 *266 36,357
Taiwan 4,154 425,705 172,435 253,270 67,179 5,158 489 420 61,112
Thailand 3,933 125,251 16,088 109,163 41,072 93 *6 121 40,851
United Arab Emirates. 231 7,905 911 6,994 *148 *2 - - *146
ViIEtNaM ... 288 18,875 1,394 17,481 7,165 - - - 7,165
Other Asian countries.... 9,706 41,102 5,221 35,883 7,765 473 - - 7,293
Oceania, total 38,078 494,028 86,050 407,979 134,378 8,777 3,064 1,615 120,922
Australia. 30,314 421,333 68,631 352,702 111,544 7,142 2,763 1,035 100,605
New Zealand. 7,593 58,690 14,556 44,134 19,185 1,524 *302 576 16,783
Other Oceania countries................... 172 14,007 2,864 11,143 3,651 112 - *5 3,534
U.S. Possessions, total... 19,154 791,929 204,630 587,299 111,348 389 3,431 132 107,396
Puerto Rico 19,145 789,815 203,337 586,478 111,032 383 3,431 *124 107,095
Other U.S. Possessions... *9 *2,114 *1,293 *821 *316 *6 - *8 *302
Country not stated .| 1,346,354 9,277,466 3,307,707 5,969,759 537,523 204,078 13,136 14,055 306,254
FSC dividends 3. 4,470 8,405 2,578 5,827 1,629 159 *37 - *1,433
IC-DISC dividends & 38,996 70,002 8.866 61,136 3.698 3.641 - - *56

* Estimate should be used with caution because of the small number of sample returns on which it is based.

1 Adjustments include allocation of foreign losses, recapture of prior-year foreign losses, and recharacterization of income.

2 ess than $500.
3 FSC's are Foreign Sales Corporations.

* IC-DISC's are Interest-Charge Domestic International Sales Corporations.

NOTE: Detail may not add to totals because of rounding.




Individual Foreign-Earned Income and Foreign Tax Credit, 1996

Table 5.--Individual Income Tax Returns with Form 1116: Foreign-Source Income, Deductions, and
Taxes, by Type of Income

[All figures are estimates based on samples--money amounts are in thousands of dollars]

. . Foreian-source deductions Foreian-source taxable
) Gross foreign-source income ) - )
Type of income Number of and losses income before adiustments
returns t Number Amount Number Amount Number Amount
of returns of returns of returns
1) (2) (3) (4 (5) (6 [04)

All returns 1,703,163 1,695,167 29,077,624 1,490,366 7,640,315 1,697,274 21,437,309
Passive income.... 990,577 987,660 6,439,744 839,120 1,635,667 987,660 4,804,076
Hiah withholdina tax interest.... 27,308 27,039 192,865 26,293 50,150 27,179 142,715
Financial services income. 53,690 53,270 680,147 41,705 75,363 53,273 604,784
Shipping income 380 380 84,868 216 76,744 380 8,124
Dividends from an IC-DISC 3 38,996 38,971 70,002 30,315 8,866 38,971 61,136
Distributions from an FSC..". . 4,470 4,470 8,405 4,125 2,578 4,470 5,827
Lump-sum distributions............cccccceeuee *2,928 *2,928 *73,569 *2,928 *41,247 *2,928 *32,322
General limitation income..................... 645,193 634,812 21,528,024 599,378 5,749,699 638,439 15,778,324

Foreian taxes paid or accrued on:
Total Dividends Rents and royalties Interest
Type of income
Number Amount Number Amount Number Amount Number
of returns of returns of returns of returns
(8) 9 (10 a1 (12) (13) (14

All TELUINS .o 1,683,488 5,397,212 1,315,825 403,282 15,706 172,410 74,397
Passive iNCOME.......ccccoveeenicciend] 981,401 594,817 790,287 219,810 10,257 141,777 45,471
Hiah withholdina tax interest.... 26,145 18,186 14,071 2,712 *30 *142 11,101
Financial services income 53,492 65,693 46,250 4,609 *51 *64 *3,399
Shipping income 358 967 *181 *25 - - *11
Dividends from an IC-DISC 3 38,978 3,698 37,736 3,641 - - -
Distributions from an FSC.f .................. 4,470 1,629 4,419 159 *9 *37 -
Lump-sum distributions *2,928 *3,993 *10 *192 - - -
General limitation income. 622,704 4,708,229 430,063 172,135 5,379 30,390 14,811

Interest . Foreian taxes available Foreian tax credit before
Other income
Type of income —-continued for credit adius ments”®
Amount Number Amount Number Amount Number Amount
of returns of returns of returns
(15) (16) an (18) (19) (20) (21)

All returns. 46,864 358,084 4,774,656 1,698,783 6,267,325 1,687,631 3,514,753
Passive income.... 28,432 166,442 204,798 986,957 1,082,117 980,324 481,254
High withholding tax interest.... 8,200 1,598 7,133 27,057 20,777 26,544 14,254
Financial services income *129 4,073 60,892 53,511 80,492 53,198 58,033
Shipping INCOME..........ccvviireciicee *21 *188 *921 358 1,591 354 1,491
Dividends from an IC-DISC 3 - *1,287 *56 38,990 3,914 38,968 3,382
Distributions from an FSC..". - *50 *1,433 4,470 1,630 4,470 967
Lump-sum distributions - *2,918 *3,801 *2,928 *3,753 *2,928 *3,710
General limitation income. 10,082 189,897 4,495,622 637,105 5,073,051 626,066 2,951,662

* Estimate should be used with caution because of the small number of sample returns on which it is based.
1 Taxpayers may report more than one type of foreign-source income on a return. Consequently, the number of returns by type of income do not add to total.
2 Adjustments include allocation of foreign losses, recapture of prior-year foreign losses, and recharacterization of income.
3|C-DISC's are Interest-Charge Domestic International Sales Corporations.

*FSC's are Foreign Sales Corporations.

5 Adjustments include reductions for participation in unsanctioned international boycotts and increases permitted by tax treaties between the United States and certain

foreign countries.

NOTE: Detail may not add to totals because of rounding.
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