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Reg. Section 1.911-3(e)(1)

Determination of amount of foreign earned income to be excluded

(d)Determination of the amount of foreign earned income that may be excluded under section

911(a)(1).
(1)In general. Foreign earned income described in this section may be excluded under
section 911(a)(1) and this paragraph only to the extent of the limitation specified in
paragraph (d)(2) of this section. Income is considered to be earned in the taxable year in
which the services giving rise to the income are performed. The determination of the
amount of excluded earned income in this manner does not affect the time for reporting
any amounts included in gross income.

(2)Limitation.

(1) In general. The term "section 911(a)(1) limitation" means the amount of
foreign earned income for a taxable year which may be excluded under section
911(a)(1). The section 911(a)(1) limitation shall be equal to the lesser of the
qualified individual's foreign earned income for the taxable year in excess of
amounts that the individual elected to exclude from gross income under section
911(a)(2) or the product of the annual rate for the taxable year (as specified in
paragraph (d)(2)(i1) of this section) multiplied by the following fraction:

The number of qualifying days in the taxable year

The number of days in the taxable year

(i1) Annual rate for the taxable year. The annual rate for the taxable year is the
rate set forth in section 911(b)(2)(A).

(3)Number of qualifying days. For purposes of section 911 and the regulations
thereunder, the number of qualifying days is the number of days in the taxable year
within the period during which the individual met the tax home requirement and either
the bona fide residence requirement or the physical presence requirement of §1.911-2(a).
Although the period of bona fide residence must include an entire taxable year, the entire
uninterrupted period of residence may include fractional parts of a taxable year. For
instance, if an individual who was a calendar year taxpayer established a tax home and a


www.bradfordtaxinstitute.com

—

residence in a foreign country as of November 1, 1982, and maintained the tax home and
the residence through March 31, 1984, then the uninterrupted period of bona fide
residence includes fractional parts of the years 1982 and 1984, and all of 1983. The
number of qualifying days in 1982 is sixty-one. The number of qualifying days in 1983 is
365. The number of qualifying days in 1984 is ninety-one. The period during which the
physical presence requirement of §1.911-2(a)(2)(ii) is met is any twelve consecutive
month period during which the individual is physically present in one or more foreign
countries for 330 days and the individual's tax home is in a foreign country during each
day of such physical presence. Such period may include days when the individual is not
physically present in a foreign country, and days when the individual does not maintain a
tax home in a foreign country. Such period may include fractional parts of a taxable year.
Thus, if an individual's period of physical presence is the twelve-month period beginning
June 1, 1982, and ending May 31, 1983, the number of qualifying days in 1982 is 214
and the number of qualifying days in 1983 is 151.

(e)Attribution rules.

(1)In general. Foreign earned income is considered to be earned in the taxable year in
which the individual performed the services giving rise to the income. If income is earned
in one taxable year and received in another taxable year, then, for purposes of
determining the amount of foreign earned income that the individual may exclude under
section 911(a), the individual must attribute the income to the taxable year in which the
services giving rise to the income were performed. Thus, any reimbursement would be
attributable to the taxable year in which the services giving rise to the obligation to pay
the reimbursement were performed, not the taxable year in which the reimbursement was
received. For example, tax equalization payments are normally received in the year after
the year in which the services giving rise to the obligation to pay the tax equalization
payment were performed. Therefore, such payments will almost always have to be
attributed to the prior year. Foreign earned income attributable to services performed in a
preceding taxable year shall be excludable from gross income in the year of receipt only
to the extent such amount could have been excluded under paragraph (d)(1) in the
preceding taxable year, had such amount been received in the preceding taxable year. The
taxable year to which income is attributable will be determined on the basis of all the
facts and circumstances.



