§ 1.863-3AT

used in this example, includes only the prop-
erty held or used to produce income which is
derived from such sales.

Example 3. Same as example 3 under para-
graph (b)(2) of this section.

(4) Personal property purchased and
sold. This subparagraph relates to gross
income derived from the purchase of
personal property within a possession
of the United States and its sale within
the United States.

Example 1. (i) The taxable income shall
first be computed by deducting from such
gross income the expenses, losses, or other
deductions properly allocated or apportioned
thereto in accordance with the rules set
forth in §1.861-8.

(ii) The amount of taxable income so deter-
mined shall be apportioned in accordance
with the total business of the taxpayer with-
in the United States and within the posses-
sion of the United States, the portion attrib-
utable to sources within the United States
being that percentage of such taxable income
which the amount of the taxpayer’s business
for the taxable year or period within the
United States bears to the amount of the
taxpayer’s business for the taxable year or
period both within the United States and
within the possession of the United States.

(iii) The ‘‘business of the taxpayer’, as
that term is used in this example, shall be
measured by the amounts which the tax-
payer paid out during the taxable year or pe-
riod for wages, salaries, and other compensa-
tion of employees and for the purchase of
goods, materials, and supplies sold or con-
sumed in the regular course of business, plus
the amount received during the taxable year
or period from gross sales, such expenses,
purchases, and gross sales being limited to
those attributable to the purchase of per-
sonal property within a possession of the
United States and its sale within the United
States.

Example 2. Same as example 3 under para-
graph (b)(2) of this section.

[T.D. 6500, 256 FR 11910, Nov. 26, 1960, as
amended by T.D. 7456, 42 FR 1214, Jan. 6, 1977;
T.D. 8228, 53 FR 35506, Sept. 14, 1988. Redesig-
nated by T.D. 8687, 61 FR 60545, Nov. 29, 1996]

§1.863-3AT Income from the sale of
personal property derived partly
from within and partly from with-
out the United States (temporary
regulations).

(a) [Reserved]

(b) Income partly from sources within a
foreign country.

(1) [Reserved]

(2) Allocation or apportionment.

Example 1. [Reserved]
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Example 2. (i) Where an independent fac-
tory or production price has not been estab-
lished as provided under Example (1), the
gross income derived from the sale of per-
sonal property produced (in whole or in part)
by the taxpayer within the United States
and sold within a foreign country or pro-
duced (in whole or in part) by the taxpayer
within a foreign country and sold within the
United States shall be computed.

(ii) Of this gross amount, one-half shall be
apportioned in accordance with the value of
the taxpayer’s property within the United
States and within the foreign country, the
portion attributable to sources within the
United States being determined by multi-
plying such one-half by a fraction, the nu-
merator of which consists of the value of the
taxpayer’s property within the United States
and the denominator of which consists of the
value of the taxpayer’s property both within
the United States and within the foreign
country. The remaining one-half of such
gross income shall be apportioned in accord-
ance with the gross sales of the taxpayer
within the United States and within the for-
eign country, the portion attributable to
sources within the United States being de-
termined by multiplying such one-half by a
fraction the numerator of which consists of
the taxpayer’s gross sales for the taxable
year or period within the United States, and
the denominator of which consists of the
taxpayer’s gross sales for the taxable year or
period both within the United States and
within the foreign country. Deductions from
gross income that are allocable and
apportionable to gross income described in
paragraph (i) of this Erample 2 shall be ap-
portioned between the United States and for-
eign source portions of such income, as de-
termined under this paragraph (ii), on a pro
rata basis, without regard to whether the de-
duction relates primarily or exclusively to
the production of property or to the sale of
property.

(b)(2) Example (2)(iii) through (c)(4) [Re-
served]

[T.D. 8228, 53 FR 35506, Sept. 14, 1988. Redesig-
nated by T.D. 8687, 61 FR 60545, Nov. 29, 1996]

§1.8§3—4 Certain transportation serv-
ices.

(a) General. A taxpayer carrying on
the business of transportation service
(other than an activity giving rise to
transportation income described in sec-
tion 863(c) or to income subject to
other specific provisions of this title)
between points in the United States
and points outside the United States
derives income partly from sources
within and partly from sources without
the United States.
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