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Internal Revenue Service, Treasury § 301.6316–2 

§ 301.6315–1 Payments of estimated in-
come tax. 

The payment of any installment of 
the estimated income tax (see sections 
6015 and 6016) shall be considered pay-
ment on account of the income tax for 
the taxable year for which the estimate 
is made. The aggregate amount of the 
payments of estimated tax should be 
entered upon the income tax return for 
such taxable year as payments to be 
applied against the tax shown on such 
return. 

§ 301.6316–1 Payment of income tax in 
foreign currency. 

Subject to the provisions of 
§§ 301.6316–3 to 301.6316–5, inclusive, that 
portion of the income tax which is at-
tributable to amounts received by a 
citizen of the United States in non-
convertible foreign currency may be 
paid in such currency— 

(a) For any taxable year beginning on 
or after January 1, 1955, and before 
January 1, 1964, if such amounts— 

(1) Are disbursed from funds made 
available to a foundation or commis-
sion established in a foreign country 
pursuant to an agreement made under 
the authority of section 32(b) of the 
Surplus Property Act of 1944, as 
amended (50 U.S.C. App. 1641(b)(2)), or 
reestablished under the authority of 
the Mutual Educational and Cultural 
Exchange Act of 1961, as amended (22 
U.S.C. 2451); 

(2) Constitute either a grant made for 
authorized purposes of the agreement 
or compensation for personal services 
performed in the employ of the founda-
tion or commission; 

(3) Are at least 75 percent of the en-
tire amount of the grant or compensa-
tion; and 

(4) Are treated as income from 
sources without the United States 
under the provisions of sections 861 to 
864, inclusive, and §§ 1.861–1 to 1.864, in-
clusive, of this chapter (Income Tax 
Regulations); and 

(b) For any taxable year beginning on 
or after January 1, 1964, if such 
amounts— 

(1) Are disbursed from funds made 
available either to a foundation or 
commission, established pursuant to an 
agreement made under the authority of 
section 32(b) of the Surplus Property 

Act of 1944, as amended, or to a founda-
tion or commission established or con-
tinued pursuant to an agreement made 
under the authority of the Mutual Edu-
cational and Cultural Exchange Act of 
1961, as amended; or are paid from 
grants made to such citizen, or to a 
foundation or an educational or other 
institution, under the authority of the 
Mutual Educational and Cultural Ex-
change Act of 1961, as amended, or sec-
tion 104 (h), (j), (k), (o), or (p) of the Ag-
ricultural Trade Development and As-
sistance Act of 1954, as amended (7 
U.S.C. 1704 (h), (j), (k), (o), (p)); 

(2) Constitute either a grant made for 
a purpose authorized under any such 
agreement or law, or compensation for 
personal services performed in the em-
ploy of any organization engaged in ad-
ministering any program or activity 
pursuant to any such agreement or 
law; 

(3) Are at least 70 percent of the en-
tire amount of the grant or compensa-
tion; and 

(4) Are treated as income from 
sources without the United States 
under the provisions of sections 861 to 
864, inclusive, and §§ 1.861–1 to 1.864, in-
clusive, of this chapter (Income Tax 
Regulations). 

§ 301.6316–2 Definitions. 
For purposes of §§ 301.6316–1 to 

301.6316–9, inclusive: 
(a) The term tax, as used in 

§§ 301.6316–1, 301.6316–3, 301.6316–4, 
301.6316–5, and 301.6316–6 means the in-
come tax imposed for the taxable year 
by chapter 1 of the Internal Revenue 
Code of 1954, and as used in § 301.6316–7 
means the Federal Insurance Contribu-
tions Act taxes imposed by chapter 21 
of the Code (or by the corresponding 
provisions of the Internal Revenue 
Code of 1939). The term ‘‘tax’’, as used 
in §§ 301.6316–3 and 301.6316–9 shall re-
late to either of such taxes, whichever 
is appropriate. 

(b) The term nonconvertible foreign 
currency means currency of the govern-
ment of a foreign country which, owing 
to (1) monetary, exchange, or other re-
strictions imposed by the foreign coun-
try, (2) an agreement entered into with 
the United States of America, or (3) the 
terms and conditions of the U.S. Gov-
ernment grant, is not convertible into 
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U.S. dollars or into other money which 
is convertible into U.S. dollars. The 
term shall not, however, include cur-
rency which, notwithstanding such re-
strictions, agreement, terms, or condi-
tions, is in fact converted into U.S. dol-
lars or into property which is readily 
disposable for U.S. dollars. 

(c) If the taxpayer computes taxable 
income under the accrual method, then 
the term received shall be construed to 
mean ‘‘accrued.’’ 

§ 301.6316–3 Allocation of tax attrib-
utable to foreign currency. 

(a) Adjusted gross income ratio. The 
portion of the tax which is attributable 
to amounts received in nonconvertible 
foreign currency shall, for purposes of 
applying § 301.6316–1 to the currency of 
each foreign country, be the amount by 
which: 

(1) The amount which bears the same 
ratio to the entire tax for the taxable 
year as (i) the taxpayer’s adjusted 
gross income received in that currency 
bears to (ii) the adjusted gross income 
determined under section 62 by taking 
into account the entire gross income 
and all deductions allowable under that 
section without distinction as to 
amounts received in foreign currency, 
exceeds 

(2) The total of the allowable credits 
against tax, and payments on account 
of tax, which are properly allocable to 
the amount of that currency included 
in gross income. 

(b) Example. (1) For the calendar year 
1955 Mr. Jones and his wife filed a joint 
return on which the adjusted gross in-
come is as follows, after amounts re-
ceived in foreign currency had been 
properly translated into United States 
dollars for tax computation purposes: 
Fulbright grant received by Mr. Jones in nonconvert-

ible foreign currency ............................................... $8,000 
Dividends received by Mr. Jones entitled to divi-

dends-received credit ............................................. 500 
Compensation for personal services of Mrs. Jones .. 3,000 
Net profit from business carried on by Mrs. Jones ... 2,500 

Total adjusted gross income ........................... 14,000 

(2) The following amounts are allow-
able as properly deductible from ad-
justed gross income, no determination 
being made as to whether or not any 
part of them is properly allocable to 
the Fulbright grant: 
Deduction for personal exemptions ........................... $3,000 
Charitable contributions ............................................. 500 

Interest expense ........................................................ 400 
Taxes ......................................................................... 300 

Total allowable deductions ............................. 4,200 

(3) For the taxable year the following 
amounts are allowable as credits 
against the tax, or as payments on ac-
count of the tax: 
Foreign tax credit for foreign taxes paid on Ful-

bright grant ........................................................... $300.00 
Dividends-received credit ........................................ 20.00 
Credit for income tax withheld upon compensation 

of Mrs. Jones ....................................................... 304.80 
Payments of estimated tax (see 

§ 301.6316–6(b)(2) for determination 
of amounts): 

U.S. dollars ..................................... $426.32 
Foreign currency ............................. 893.88 1,320.20 

Total allowable credits and payments .......... 1,945.00 

(4) The portion of the tax which is at-
tributable to amounts received in non-
convertible foreign currency is $33.49, 
determined as follows: 
Adjusted gross income ........................................ $14,000.00 
Less: Allowable deductions ................................. 4,200.00 

Taxable income ..................................... 9,800.00 

Tax computed under section 2 ............................ 2,148.00 
Ratio of adjusted gross income received in non-

convertible foreign currency to entire adjusted 
gross income ($8,000÷$14,000) (percent) ....... 57.14 

Portion of tax attributable to nonconvertible for-
eign currency ($2,148×57.14 percent) ............. $1,227.37 

Less: 
Credit for foreign taxes paid 

on Fulbright grant ................ $300.00 
Payment in foreign currency of es-

timated tax .................................. 893.88 1,193.88 

Portion of tax attributable to amounts 
received in nonconvertible foreign 
currency ............................................. 83.49 

§ 301.6316–4 Return requirements. 
(a) Place for filing. A return of income 

which includes amounts received in 
foreign currency on which the tax is 
paid in accordance with § 301.6316–1 
shall be filed with the Director of 
International Operations, Internal Rev-
enue Service, Washington, D.C. 20225. 
For the time for filing income tax re-
turns, see sections 6072 and 6081 and 
§§ 1.6072–1, 1.6081–1, and 1.6081–2 of this 
chapter (Income Tax Regulations). 

(b) Statements required. (1) A state-
ment, prepared by the taxpayer, and 
certified by the foundation, commis-
sion, or other person having control of 
the payments made to the taxpayer in 
nonconvertible foreign currency, shall 
be attached to the return showing that 
for the taxable year involved the tax-
payer is entitled to pay tax in foreign 
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