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Foreign Currency

This excise tax advisory explains the effect the acceptance of foreign currency has on the measure of tax
liability.

When determining the measure of tax liability, the selling price or gross proceeds of sale must be measured
in terms of the currency of the United States. If payment is accepted in foreign currency, the payment must
be converted into terms of American currency. The effect of this conversion, whether resulting in an
increase or decrease in the selling price or gross proceeds of sale, must be recognized.

For example, ABC Company sells a sweater for $100, plus $8 in retail sales tax, for a total of $108. ABC
Company accepts payment in the form of 108 Canadian dollars. The exchange rate for Canadian dollars at
ABC's bank is 0.95 Canadian to 1 U.S. dollars at the time of the sales transaction. In terms of U.S. currency,
ABC has actually accepted a payment of $102.60 (108 Canadian x 0.95). The selling price or gross
proceeds of sale for determining the measure of tax liability is $95 ($102.60 less $7.60 retail sales tax).
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