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Learning Objectives

Understand that US citizens living abroad have filing requirements
comparable to citizens & residents living h&

<

Determine if certain US taxpayers maybﬁm the Foreign Earned

Income Exclusion ¢

Compute Housing Exclusi @’ wage-earners & Housing Deduction
for self-employed tax

Use the Foreign Tax Credit to mitigate the effects of double taxation
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)
How we’ll get there...
 Worldwide tax regime
* Affected taxpayers: US workers, retiree&tary personnel & expats

e Eligibility for earned income exclvbﬂ. Bona fide residence vs.

physical presence
<&

&

e Relief from double tﬁion of non-excluded income via a tax credit

e The mechanics: For

e The mechanics: Form 1116
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US Tax Policy o

US citizens and resident aliens must repor

%rldwide income

Even if income earned abroad is subje@ foreign tax!
®

“&ilable to mitigate duplicative tax

©

Credits & exclusions may (?)

regimes
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Citizenship-based Taxation S

Did you know?

US system is relic of Revenue Act of 1862

o Designed to punish draft dodgers who fled toéfighting in Civil War

Eritrea is only other country to ha§atlmilar tax system
o Levies 2% flat tax on citizens who

road
o UN Security Council condemn

ritrea for
its “diaspora tax” [Reso

Iﬂt"EOB, December 2011]
& Sucdan

NOTE: The Duchess of Sussex (Meghan Markle) and

Saucli Arabiz

o Somalia
Ethiopia

/

her children will be subject to US taxation as long as she remains a US citizen
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Text Page 1

US Citizens Living Abroad

Subject to same reporting requirements as citizens & residents living

in US \

ne 15t if out of the

Filing deadline automatically extended
country
— But can extend to October 15 usin

— Form 2350, in the alternative, wi
qualifying tests are met for forei

o
4868

d filing 30 days beyond date that
earned income exclusion

in US dollars

e at time income was received or expense paid
at www.fiscal.treasury.gov or any online currency

Report all income & ex
— Use prevailing exchan

— Historical rates availab
converter
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Text Page 2

Withholdings

US employers must withhold US tax on wages paid to US citizens
abroad

o Employer is exempt from US withholdings i
income tax

o Employee may file Form 673 to claim vﬂtion from withholdings if eligible

for exclusions @
Subject to US Social S@(SS) tax unless Totalization

Agreement in effect & ‘ |
o Currently 30 countries %

fE jped to withhold foreign

o Pay SS only to country where working; if working — - i \
abroad but sent on temporary assignment to US, ‘ SOC\&\ SSS“““
pay SS abroad iy
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Text Page 2

Military Personnel

Generally ineligible for Foreign Earned Income Exclusion because pay

— is eligible for Combat Pay Exclusion, \
— is deemed non-taxable, @
— is received for services not in a foreign countr |. waters & airspace), OR

— is paid to individuals who do not have a fw tax home

— Taxable = Active/reserve d "Special pay, re-enlistment bonus & leave
— Non-taxable = Living/dee& ily/moving/travel allowances & in-kind benefits

Income:

Automatic 2- month extension if serving abroad; additional 6-months if serving
in combat zone
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Text Page 3

Tax Home vs. Abode

Tax Home

Main place of business or employment \
(or where you live if no regular place of

b )
#  Residence or domicile 6
o
* Abode *@

Where taxpayer maintains ily, economic & personal ties

(based on facts & circx&nces)

If abode In US = NO foreign tax home

— NO Foreign Earned Income Exclusion
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Polling Question # 1

> @

The US is one of a few countrlex roughout the
world that employs a uhzensh@ ased tax

system.
Q
,‘¢
d True Q
] False V

¢
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Text Page 3

Taxable Income

e All foreign earned income subject to US tax unless eligible for:
o Foreign Earned Income Exclusion
o Foreign Housing Exclusion

o Foreign Housing Deduction z‘

* Amounts excluded must be added back when c&puting regular & AMT liabilities
- bumps taxable income into higher mar«’ax bracket

Taxpayer received S80K foreign income& US-source income...

S80K Foreign Earn e
+ 20K Other Inco
$100K Gross Incow
- 80K Foreign Earned Income Exclusion

520K Taxable Income BUT taxed at marginal

pracket of $100K!!!
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To Qualify for Exclusions... '&729¢?

Must be US citizen or resident alien (not NRA)

Must have foreign earned income

Must pass either test: .a

Must have tax home in

Source determined where services are performed, no nt received

Bona Fide Residence (BFR) — reside in forej ntry > 1 full tax year from January 1st

through December 31st

Physical Presence Test (PPT) — be
consecutive 12-month period

lly present in foreign country > 330 days during any

n country — no US abode

“Foreign” is any territory not under US sovereignty

» Guam, Am. Samoa, US Virgin Islands, Puerto Rico & territorial waters = US
» International airspace & waters # foreign
»  Antarctica # foreign (sovereign-less region)
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Text Page 4
Examples of Qualified Taxpayers

Example 1:
US citizen lived in Germany from 9/1/20 — 10/31/22 (14 months)

=>» Fails BFR since not in Germany for full calendar year (will FQPT in 2022)

Example 2:
US citizen employed on oil rig off UK coast with 28-day

during off-periods
=>» Fails both BFR & PPT with abode in US & no taw% abroad

Example 3: *9
n

US Executive transferred to Paris for > 1 s, but kept US house. Moved family, furniture &
pets, obtained foreign driving licen d local bank acct
=» Passes both BFR & PPT with ta in foreign country

-day off schedule; returns to US

Example 4:
Contractor provided services to military in Afghanistan & Iraq; was not allowed to leave base.
Family stayed at home in US.
=>» Fails both BFR & PPT since he did nothing to establish residence abroad

BUT Bipartisan Budget Act of 2018 allows military contractors in combat zones to claim exclusion
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Text Page 4

Day Count

Only FULL days count

o Dates of arrival & departure not counted z

' 5-year entry/departure histogmatailable on 1-94 website |

If unable to satisfy tim@oy due date, file Form 2350
o Extension will be gran’@ 0 days beyond date of test’s time limit

Or, amend a prior-year return on which income exclusion not claimed
because not yet in-country for the requisite 330 days
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Text Page 5

Absence due to Pandemic

"

* Day count suspended for time spent in US if travel impacted due to COVID-19
— Left foreign country on/after 12/1/19 (China) or 2%) (all others) and before

7/15/20
— Individual must have residency or physic&

ence in-country prior to

departure °
— Individual must have expected to BFR or PPT but for COVID-related
travel disruption *

Example :

Taxpayer was physically present in P gyear-start & expected to remain through year-end

Taxpayer traveled to US in early M care for elderly parents but could not return to Poland until August

- Despite absence, taxpayer qualifies for PPT day count as per COVID relief

« NOTE: US citizens abroad may qualify for Stimulus Relief (EIP) if Foreign
Earned Income Exclusion helps to drop income below eligibility threshold
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Text Page 5

PPT: 12-month period

T ATTA AT
Can begin with any day of the month

: \ - | \

Must be consecutive months S _—
LEPTEMBER _

Need not start with first full day in a forgign country or end with last
day BUT can choose any 12-mont tod that gives greatest

exclusion ‘

12-month periods can o&p one another

Can be spent in > 1 foreign country (just not US)

Vacation time abroad counts
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Text Page 5

EXAMPLE: Overlapping Period

* Ethan worked in New Zealand from January 1, 2017 - August 31, 2018 (20 months)
and spent 28 days each February on vacation in US

First Full 12-Month Period z
'd

Jan | Feb | Mar | Apr | May | Jun Jul
"7 "7 7 "7 "7 "7 7
W

Feb | Mar | Apr | May | Jun Jul Aug
"8 18 "8 18 "8 "8 "8 "8

~

* 28-day vacation in the United States Second Full 12-Month Penod

o

=» Ethan qualifies for PPT bec &3 spent at least 330 full days during two 12-
month periods

o January 1, 2020 — December 31, 2020 and
o September 1, 2020 — August 31, 2021
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Text Page 5

Special BFR & PPT Rules

e Taxpayer who has certified to a foreign government that he is not
a resident of host country cannot satisfy Q

* Taxpayer ineligible for echusion/dedt@ans if living in foreign
country in violation of US law (e.“‘aa)

Taxpayers serving abéantanamo Bay are eligible

Ay

ﬁed if taxpayer is forced to leave foreign

 Time limits may be
country due to war

— Afghanistan, Burma, Chad, Ethiopia & Iraq (TY’21)
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Qo

5 Polling Question # 2

The day count for the PPT:

A. May use any consecutive 12—@nth period.

B. Must begin on the date % ival and end of the
date of departure. @

A
Q@

d A only. &
d B only.
J Both A and B.
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Text Page 6
Foreignh Earned Income Exclusion

Earned income must be received for personal services performed

Does not include value of meals/lodging, pension/ann ymts, US govt salaries,
investment or passive inc, gambling winnings, aIimon@
NOTE: Excluded income may be subject to Social Qrity Tax

o
Max exclusion ($112,000/person in 2022) Q
= Foreign earned income — Foreign hoA exclusion claimed

Use Form 2555 ‘

May use Form 2555EZ if inc max exclusion amount, no SE earnings & no housing
exclusion/deduction claimed

Exclusion must be affirmatively elected by filing tax return
May claim on late-filed return no later than 1 year after original due date
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’@b‘ . . . Text Page 7
<5y Foreign Housing Exclusion

Amounts received for employer-provided housing are eligible for
exclusion

— ELIGIBLE COSTS: Rent, repairs, utilities, msurance pancy taxes, furniture
rental & parking

— NOT ELIGIBLE: Deductible mortgage interest %erty taxes, leasehold
improvements, depreciation & cost of dome bor not eligible

f-employment

employer-provided funds (wages) to pay for

“Employer-provided”
— All wage & salary earnings exc

— It is presumed that empl
housing

ALL qualified housing expenses — whether paid by employer
or employee — are eligible for exclusion

Total housing expenses may not exceed foreign earned income
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Text Page 8

Housing Exclusion Limitations

Only amounts in excess of government-calculated base amount are
excludable

— Base amount = 16% of allowable Income EchusmW-rated on daily basis

— In2022: $112,000 X 16% =+ 365 days = $49.10 E@

Housing Exclusion limited to max

— In 2022: Expenses between $49.1 &

(4

clusion in 2022 = $15,680

0% of Income Exclusion
92.05/day are excludable

Max Housi

Certain high-cost locales eligible for additional exclusion amounts
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Text Page 9

Housing & Income Exclusions

* Housing Exclusion must be claimed before Income Exclusion

* Housing Exclusion may be claimed in addition l&me Exclusion

— Housing Exclusion claimed on Line 36 of Form 2
— Income Exclusion claimed on Line 42
— Total allowable exclusion on Line 43 equa

°
sum of Lines 36 & 42 ¢

o

 Combined exclusion could exce@nnual threshold [$112,000 in 2022]

In 2022, Joe’s foreign e ncome equals $150,000 (greater than allowable Income

Exclusion of $112,000)

Joe may claim Income Exclusion of $112,000 plus Housing Exclusion of 515,680
- Total exclusions that can be claimed = 127,680
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. . . Text Page 9
Foreign Housing Deduction

Available only to self-employed

Cannot exceed foreign earned income |

eencome and/or Housing
Exclusion claimed Q
®
* Excess deductions may be car, Gover 1 year .
° Carry-over not available for

Housing Exclusion

N

Ike Exclusion but claimed as an Adjustment
to Income — enter on Form 1040, Schedule 1, Line 8 with notation
“Form 2555”

Deduction is calcula
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Text Page 9
Example: Housing Deduction

* In 2022, Felipe earned $S130K incl. S65K from wages & S65K from self-employment
* Housing expenses totaled $12K, one-half was emp r-provided

Step 1: Compute Housing Exclusion
- Taxpayer may claim $6,000

Step 2: Compute Income Exclusio

65,000 Income Agon (wages)

65,000 Inco lusion (self-employment earnings)
130,000 rnings
- 6,000 ¥ Housing Exclusion
-112,000 S: Income Exclusion (max. in 2022)
12,000 Taxable Income (in excess of annual exclusion limit)
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Text Page 9

Example: Housing Deduction (cont’d)

Step 3: Compute Housing Deduction

S6K eligible but Felipe exceeded th@tation (5112,000 in 2022)
—> Carry deduction forward to 202¢

On 1040: Complete Return Q

130,000 Gross Inco ®
-118,000 Income&ing Exclusions (= $112,000 + 6,000)
12,000 Adj 0ss Income
and 6,000 C orward to TY’23
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The cost of employer-provided fagusing may be
claimed when computing th&reign Housing
Deduction.

&
d Yes Vo

d No &

Copyright © 2022 © Monlca Haven, EA, JD, LLM e (310) 286-9161 @ mhaven@pobox.com e www.mhaven.net



mailto:mhaven@pobox.com
http://www.mhaven.net/

Form 2555

Part I: General Taxpayer Info

DA Mo, 1545-0674
Farm 2555 Foreign Earmed Income 20"
Dggermant of 1 Troasry b Soo soporate instructions. B Attach 1o J.—...I-:lﬂl'-r-nﬂrb.ﬂ

For Use by LS. Citizens and Resid

Cnly

FME=a shown on Hoe= 10l

YOur social saouHhy nombar

A  General Information e‘

1 Your foreegn addmess. [mcluding countrg)

2 Your cooupation

"e&"

Eqnnws
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Emplayer's name

Emplayer's US. address »

Empilayer's foreign addness

b [] A U.S. compeny c [] ==

Employer Is [check |. a [] A foraign
U.5. compary &[] Omer [specify) »

any that epphyy: d [ A forsign

if, aftar 1861, you fed Fom 2665 or F emter the kast year you fled the fomm. k

i you did not flle Fomm 2665 or 2655+ 1 o caim efther of the axclusions, check hers® | |and pa to line 7.
Hawa you ever revoked elther of e 2 . O ¥es [JMNo

i you enswered =Yas,™ enfer the type of Siclusion and IH-E-IIE.'T !.I'E'-HTTEI" ﬁhi:h th-E' I'E'i'l:I-GH'ﬂEﬂ H'l'EE-El'I'EG'ﬂ"lI'E' L

Of what counfry are you a cittren/mational?

Did you maintain a saparate fonsign residence for your family because of advarse Irl.rhg conditions at your
t=x home? Sea Second forelgn household In the Instructions . . . .. . OYes Mo

it “¥es,” enter city and country of the separate Toreign residence. Also, E-|'|1.E-I' I:II-E' nLr11|:|er -:-r-:la'fa |:l.|nn-;| your tax year that you

mantzined a second househald at that address.

List your tax home{s) during your tex year end date(s) established. b
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Form 2555

Part II: Bona Fide Residence?

B0 Taxpayers Qualifying Under Bona Fide Residence Test (see instructions)

10 Dete bona fide residence Degan ke . 8nd ended &
11 Kind of living quarters in Sorsign country ™ @ ] Purchased house b [] Rented house or apariment Rented room
d [ Cuertars furnishsad DY smploysr

12a Did any of your famiy ive with you abroad duning amy part of the ta year? . O v¥es [ Mo

b i “Yas,” who and for what period? »
128 Heve you submitted 3 stetement to the authorBies of the foreign counfry whers you e cl

fida

residence that you are not & raskdent of that couny? Ses Instructons ) Y. - Ofes OMa
b Are you requied 1o pay Income tax to the country where you cialm bona fide residenze? ctions . [ Yes Mo Taxpayer must
;E:mmed“fﬁ o 13a and “No™ to 13b, you do not quality as a bona . Do mot complete the rest of reS|de in fore|gn

14 I you were presant In the United Stetes or [ts possasskons during e

plete columns (@Hd) balow. Do not cou ntry 1 full
Inciude the Income from column §d) in Part I, but regort It on Form 1040, —

Facrrioar o Tnooma aamed Wrbar o | 9] Fooms aamed b lendar r
e | et |2 | Bmee) | oo v [EEES[EmER)  calendaryes
from January
1st through
December 31st

16a List any contraciual temms or oiher condlions relat [t of your employment aoroad. b

b Emter the type of visa under which you entared tha fofgn county. »
¢ [Did your visa imit the kength of your sty or employment In & foregn couniry? If *¥es,” aftach explenation . [J Yes [J Mo
d Did you maintain & home in Me United 3iates while ving abroad? . . . . . . - Oves OHao
g [ *Yas," enter address l:II"_l'I:ILr nome, whether £ was remted, the nemes of I:I'E EIJELFEE E|.I1l:| their I'ElEIﬂl:II'I-SHFI
o you, =
For Paperwork Reduction Act Motios, sea tha Form {040 instructions. Caal. Mo 110008 Fom 20055 1)
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Form 2555

Part Ill: Physical Presence?

¢ ——p

4| Taxpayers Qualifying Under Physical Presence Test [ses instructions)

18 The physical presence test Is based on the 12-manth period from

17 Enter your Pﬂl’ﬂpﬂ I:I:UI'I']"!'I' I:IrEI'I'F'll:I"lTI'IE'l'IthIJI'II'l] your fax YEEr, [
18 I you traveled abroad during e 12-manth perod entered on line 16, com
1I:fE'|g'I courries at did nof Invohee treved on oF over intemational w
mare. If you have na travel o report during the period, enter “Physical
12-month period.” Do not Inciude the Income from column {f)

FI"'E'-HJH:_: E:;r:“ (b} Datn aived

through ®

lumns (s} below. Exciuds travel betwesn
or over the United States, for 24 hours or

In & foraign country or countries fior the entine
¥, but report It on Form 1040.

biaw In
F.I-:alllu Humbar of | ) Incomss eamiad I LLE.
Lo et "#wl ﬂlﬁ_;-'.'é o businaes ahac
couniny o pompuRation|

« Taxpayer must be physic sent in foreign country = 330 days during any
consecutive 12-month peri@d.

* Once PPT is satisfied, taxpayer may amend a prior-year return to claim pro-rated
Exclusion based on number of days present during tax (calendar) year.
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Copyright © 2022

Form 2555

Part IV: Calculate Foreign Income

LA AN Taxpayers
Mote: Enter on nas 19 through 22 & ncoms, Jnmmtgnnﬁcasnmrne ¥ou eamed and actualy or Construcivaly recaived during
your 2071 tax year for services you perdformed In a #wcﬂ'tﬁeh‘e@nm recelved this f&x year was

Eﬂﬂfﬂdﬂ?aﬂ'ﬂ'tﬂx UrM’ﬂtEEa.'?‘Eﬂ'MEHEI’EI}'EE’EJCFJ M} sag ihe Instructions. Do mod ciuge ncome from ine

14, column 18, COWNTI Report smounts in LEing the exchanpe rates In affect whan actually or
COonsiiG ."BGI':'\'I.ED' £ INCome. i e

the

2014 Foreign Earned Income Pyt
18 Totel weges, salares, bonuses, commisslons, etc. . . C . 19

20  Alowabla share of Income for personal mmeepm-zrmedn:seelrﬁmmmu
& In & business Includng fanming) or profession .
b In & partnership. List parinershig’s name and address and rg.r|:-e of Income. &

200
—m.mm statement

It you are a cash basls taxpayer, report on Form 1040 all Income you recehved hm@rmwupufmed
SEMVICE.

B

21 Honcash Income [market valus of property or faciiies furnished
snowing how It was detenined);

a Home joaging) .

b Meals |

Otthar propesty or taclities. List type and &m

a o

22 Allowances, relmoursamants, of

Cost of living and overseas difianat
Family . o
Education . .
HOomE leave
For any other purpose. List

bl - I - ]

g Addlines 22a through 221 )
23 Other foreign eamed Incoms., LISt fyge and Emaurt. »

24 Addlines 18 through 21d, Iine 22g, end Ine 23

25  Total emount of meals and ledging Included on line 24 that is excludable (222 Instructons] . .
26 Subtract Ine 26 from line 24. Enmtemﬁunrﬁemdunllnezrmpa;ee Tl'islsyl:t.rzﬂﬁ

Bolm ol os |8

Form DPohh, (1)
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Form 2555

Pts V - VIIl: Housing & Income Exclusions

Farm 2555 1] Fage 3
=X A0 Taxpayers

27  Enter the amount from Ine 26 . . . . |zi'| |
Are you clalming the NoUSINg exciusion of h:luslng eaustion?
[ Yes. Completa Part Vi
[0 Mo. GotoPatVilL

L) Taxpayers Claiming the Housing Exclusion and/or Deduction

28 Cualified housing expenses for Me 1o year {see Instructions) . 28
208 [Enter location where housing expenses incumed [see instructions) #
b Enter Imit on housing axpanses isae Insmictions) o o0
30  Enter the smaller of Ine 25 or ine 280 . e 30
31 Mumier of deys In your qualfying perod thet fal within 1_.l|:l.|r 2011 e
year jsee Insructons) . . . . | a‘ days
32 MLIHPWMD?QIJ!."I]‘EMFHEHNBE\EMIIMM II'EIBGISEI‘H 1, 314,564 .00 here | 32
33 Subtract ine 22 from line 20, i the result I3 2eq0 or kess, do n the rest of this pant ar
any af Part X ) S - <]
28 Eniter amployer-providad SMOUNES (Ses Instructions) - A 4F1 |
35 Divide IHE"M-I:IYIII'E 27. Enter Me rasult es 8 0ac DiIIEEE-HI‘I"EEFIIIEG-l but do
not enter mane than 10007 . 35 =
36 Housing exclusion. Mumplynnes:ana,rlne reeust but @ not enfar more than the
amaunt an ing 24, Also, compiete Part v .. B
Mote: The housing deduction [s figy  If you chodse fo ofaim the fosign eamed
incomme axciusion, compists Pars WY Part I
=X Taxpayers Claimi d Income Exchesion
37 Madmumioreign samed Incomeemekee . . . . . . . . . . . . . . . . . . . . - a7 $52,500] 00
33+ Wyou compisted Part .
+ All athers, enter I your qualining period that | | 38 | days
Tall within your 20711 Instnactions for ine 21}
38« lf line 36 and the nu in your 2011 tox year {usually 365) ane the same, enter *1.000.7
= Otherwise, diide line the numbar of days In your 2011 tex year and enter the result &s ; [ 39 fa
3 oecimal frounded to &t least three plal;e:s{-
40  Muliplyine 37 byina . e
41 Subtract e 36 framline 27 . . . 41

42 Foreign eamed income exclusion. E'ﬂetﬂ'-eﬂ'nll:ru'fln:ﬂl]u’ln:ﬂ N‘Iﬂ Dn'rq:ﬂd:Pnrl".l"lll- 42
=X Taxpayers Claiming the Housing Exclusicn, Foreign Earned Income Exclusion, or Both

43  Addlines 3Gand 42 . . . £
44 Deductions slowsd In fguring your adjusted gross Income (Form 1040, Ins 37) Mat ars alocable
1o the excluged Ncome. Ses Insuctions end aftach computstion . . 4

45 Subiract Ing 44 from line 43. EniHﬂ'EfESUHthEErﬂInpﬂ'Enﬂ'ESBHmFﬂIm1M.E21.
Next to the amount enter “Form 25567 On Form 1040, subérect fis amount from your Income
1o amve at ipdal Income on Form 1040, ne 22 . . . . . . . &5
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Form 2555

Part IX: Housing Deduction

 Part IX Taxpayers Claiming the Housing Deduction— Complete thiz if (&) lne 33 is more than line 36 and
[b) line 27 s more than line 43.
48 Subtractline3gfromime3z . . . . . . . . . oL o oL L. -
47 Zublractline4ifromime2y . . . . . . . . . oL L L. Q -
48  Enter the smaller of Ine 46 or line 47 (P

B &

2010 housing deduction
tians fo Mgure the amount

MNode: If line 47 k5 move than ine 42 and you could nod

because of tha 2070 Imit, use the worksheat on page 4
o anter on ine 45, Othanwise, go o line 50.

Housing deductian camyaver from 2010 (from w pape 4 of the Instructions) . . .
Housing deduction. Add Iines 45 and 49, hera and an Form 1040 o e left of
line 36. Mext i the amount on Form 1040,

repoed on etling . . . | . .

|3

rm 2858." ADd It 10 the total adjustments

Form 2655 pny)
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Form 1040, Schedule 1

ki Additlonal Income and AdJustments to Income —':"::1”;;”“'”'”“—
Pepartment of th Trasry > Goto m.rm.'nm: 2040 Tor meiruchions and ne latset formelion ﬁu:‘";’"m_m
Namois) shown on Form 100 Your social socurity numbor
Additional 19t Reserved . . . . . . o . L . L o L o o L L L Lo oL L. 1-8b ‘
Income 10 Taxsble refunds, credits, or offssts of state and local income taxes 10
11 Almonyreceived . . . . - L L L L L L L L L L Lo Lo L. 11
12  Business income or (loss). Attech Schedule Cor G-EZ . . 0 0 0 0 L L . i2
13  Capital gain or (loss). Attach Schedule D # reguired. If not required, check here = [] | 13
14  Other gains or (losses). Attach Form 4797 . . . . . . . . . . o . . . |
16a Ressrved . . . . . L o L L L L L L oL oo
16a Reserved . . . . . . . . . . L . L oL oo oL L Lo Lo |
17 Rental real estate, royalties, partnerships, S corporations, trusts, efc. Attech Schedule E
18 Fam income or loss). Attach Scheduwl=F . . . . . . . . . . . . . .
18 Unemployment compensstion . . . . . . . . . . . . . .
20a Ressrved . . . . . L L L L L L L L oL Lo
2 (her income. List type and amount FORM 2555
22 Combine the amounts in the far right column, If you don't heve any adj
income, enter here and include on Form 1040, line 6. Cthenwiss, i 2
Adjustments 23 Educstorespenszes . . . . . . . . . L L. 23
to Income 24  Ceriein business experses of resaenvists, performing artists,
and fes-basis government officizls. Attach Form 2106 .
25 Heslth savings sccount deduction. Attach Form 8889 .
26 Moving expenses for members of the Amed For
Attach Form 3903 . . . . . . . . .
27  Deductible part of self-employment tax. Attech Sch
28 Self-employed SEP, SIMPLE, and qualified plans 23
28 Sef-employed heslth insurance deduction V. | 2
30  Penslty on early withdrewsal of savings . . . . . . 30
31a Almony paid b Recipient’'s 35N = [ dia
32 IRAdeduction . . . . . . . . . . . . . . 32
33 Student loan interest deduction . . . . . . . . 3
3 BRessrved . . . . . . o L L . o L L L. M
35 BRessrved . . - . . . L L L. . L L 35
36 Addlines23throughas . . . FOEM 2555 a2 i
For Paperwork Reduction Act Notice, ses your tax return Instructions. Cat Ma. T1470F Schadula 1 Form 1040} 2HE

Copyright © 2022

REMINDER: Enter
foreign wages on
Form 1040, Line 7
and/or foreign self-
employment income
on Line 12

Foreign Earned Income
and Housing Exclusion
[from Form 2555, Part VIIlI]

Foreign Housing
Deduction [from Form
2555, Part IX]
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Polling Question # 4

The Foreign Earned Income Exclgsion is
computed on Form 2555 prig& the Foreign
Housing Exclusion. Q'

<&

d True Vo

J False Q
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Text Page 11
Foreign Tax Credit (or Deduction)

Taxpayer may elect to claim foreign taxes paid as a non-
refundable Credit (Form 1116) or as De@on (Schedule A)

— EXCEPT may claim credit directly on Form , Schedule 3, Line 48 if only
foreign interest & dividends on stocks hel days & foreign tax liability <
$300 (Single) or $600 (MFJ)

Credit/Deduction may not be{?wd on foreign taxes

— imposed by countries not rec d by US govt.

— that would be refundabled yer filed a claim

— connected to certain oill as transactions

— on dividends from sto eld < 16 days

— that are deductible only as itemized deductions (e.g., property & VAT)

Available only to US citizens and resident aliens

Copyright © 2022
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$ @  Credit vs. Deduction Text Page 11

Advantage to Credit

* Credit offers dollar-for-dollar reduction of tax liability

* Cash-basis taxpayer may choose to take the credit in the year foreign taxes are paid
or accrued

* Unused credit may be carried back 1 year and carrie&ward 10 years
e Credit is preferable if foreign tax rates > US tax rate@

&

income)
payer may benefit from Schedule A

Advantage to Deduction

* Deduction is available for other taxes (n

* Deduction removes income from AGI
deductions otherwise limited by A

y be made annually but is applicable to all
foreign taxes in that year

Choice to use credit or deduct'!gw

Can amend return for up to 10 years after due date (w/o extension)
o EXAMPLE: May amend to claim Credit for certain Soc. Security taxes paid to
France now deemed to have been income taxes
o If changing to Deduction, refund claim will be limited by SOL

Copyright © 2022 ~ == Monica Haven, EA, JD, LLM e (310) 286-9161 e mhaven@pobox.com e www.mhaven.net



mailto:mhaven@pobox.com
http://www.mhaven.net/

Text Page 12
No Credit for Excluded Income

* Taxpayer claimed Earned Income Exclusion on S70K wages
* Paid foreign income tax of $10K on wage income to India
* Received $2K dividends from India

* Paid foreign income tax of $600 on dividend inco@o India

$70,000

Wages O 0
+2,000 Dividends Q nild ‘
$72,000 Total Income @ \—/

-70,000 Foreign Earned Exclusion
$2,000 Taxable Inc ed at marginal rate applicable to $72,000]

=>» May only claim $600 For&l’ax Credit (Deduction) since remaining tax was
attributable excluded income
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. . . . Text Page 12
Foreign Tax Limitations

Credit (Deduction) limited to lesser of:

— US tax that would have been paid on foreign income, or
— the actual foreign tax paid*

* or treaty rate (if < statutory rate) @

Facts

US citizen’s income subject to 60% t

in Germany
* Same income would be subject ts 25% in US

=2 maximum allowable Credi
=>» excess tax paid eligible for
[Credit expires if unused]

ction) is amount of tax at 25% rate
ear carry-back & 10-year carry-forward

If foreign tax ratt_a < US_ taa(e
rate, taxpayer will be ||a1 40
for difference on Form

Copyright © 2022
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Text Page 12

EXAMPLE: Reduced Treaty Rate

« S2K dividend income (subject to treaty tax rate of 15% if
withholding agent notified) \

* Taxpayer failed to notify = tax w/h at &

o
=» Max creditable foreign tax = S3§°
a

=>» Excess withholdings non-re@

&

le

Q@@g\‘

Monica Haven, EA, JD, LLM e (310) 286-9161 @ mhaven@pobox.com e www.mhaven.net
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'“ Polling Question # 5

Foreign taxes paid on excludeereign earned
iIncome may: “

&

Q‘
 Be claimed as a crq&n Form 1116
] Be claimed as @uction on Schedule A

 Not be cIairT&
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Text Page 12
Calculating Maximum Credit

Foreign Source Taxable Income

X US Ing.Tax before Credit
Worldwide Taxable Income @

Credits must be separately caIcuIatQﬂr each income category (7)

Unused credits must be car&ack 1 year, then forward 10 years

o

Carried amounts can Qbe used if foreign income reported on
return
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Text Page 12
Foreign Income from Multiple Countries

During the tax year, Taxpayer received and paid taxes to:

I S T

Austria 20,000. @5,000.
Belgium 10,000. Q 3,000.
USA 50,000.

10,000.
o’
1. Total Foreign Taxes Paid = $5K + 3“&

2. Maximum FTC = ($20K + 10 income) + ($20K + 10K + 50K worldwide
income) X $10K US tax paii 750

tax paid (# 1) or max. FTC (# 2) = $3,750

Allowable FTC = Lesser of a

=» That leaves $4,250 ( = $8,000 — 3,750) of unused foreign tax paid (which means
some of the foreign income will have been doubly taxed)

=» Unused FTC balance carried back 1 yr and then carried forward 10 yrs
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S Text Page 13
Income Categories

§951A: Global intangible low-taxed income(GILTI) included in gross income of US
shareholders of foreign corp [new since TCJA]

Foreign Branch: Qualified business unit profits can be offset by foreign taxes
attributable to the specific unit [new since TCJA] @

Passive: Investment income, rents & royal's.

General: Wages & business income{c

§901(j): Income from sanctiwountries - no credit allowed

Treaty re-sourced: US-sourced income treated as foreign-source [file Form 8833 to
claim treaty position]

Lump-sum distributions: Pensions & annuities [File Form 4972 for annualized tax
treatment]
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Text Page 14

Category Rules

Separate Form 1116 must be filed for each category

A X

Foreign tax must be allocated to each éry based on ratio of
category income to total income .

Expenses must be apportio 0 each category based on foreign

(or US) tax law
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Text Page 14
Example: Category Allocation

Wages (S100K) + interest (S5K) - deductions ($2,100) = 102.9K net

Foreign tax paid ($6,400)
100K — 2K = 98K net “wage” in ! __
g & O
Step 3: Allocate foreign tax Q —
98K/102.9K x 6,400 =& “wage” taxes O

=» Report on Form 1116 (General Category)

Step 1: Allocate expenses @

100K/105K x 2,100 = 2K “wage” expenses Q

o’
Step 2: Calculate net category income ¢

Interest reported as Passive Category on another Form 1116 (54,900 net & S305 foreign tax)

Copyright © 2022
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Text Page 15
Foreign Tax Credit: Rules

* Income, expenses & taxes must be reported in USD

@exchange rate

&

O
rued

— Convert using Treasury rates or any o
provider

* May claim credit for taxes paid
— Even cash-basis taxpayer{
16

vailable to substantiate accrued taxes,
it statement with computation

— Must use separate

— If foreign tax retu
taxpayer must su

— Once elected, accrued taxes must be forever reported
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Text Page 16
More Rules

Foreign-source income must be adjusted for foreign capital gains
eligible for LTCG & other favorable rates o return

Interest expense must be allocated beiseen foreign and US-source

income A@

Gross (not net) business, | @e must be used to determine foreign

taxable income &

Foreign salaries must be sourced to country based on time spent (if
total foreign and US wages > $250K)
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Foreign Tax
Did you know?

* As per applicable tax treaties, US may collect tax on behalf of a

foreign government \
— Foreign country must certify that revenue cIa@as been “finally
determined”

— All administrative & judicial rights of &er in foreign country have lapsed
or been exhausted ﬁ
— US may now collect as if the d e its own

o

enses (in US or abroad)

e Taxpayer has no furth

Dileng v Comm, 1:15-CV-1777-WSD (ND GA) (January 15, 2016)

Copyright © 2022 ~ == Monica Haven, EA, JD, LLM e (310) 286-9161 e mhaven@pobox.com e www.mhaven.net



mailto:mhaven@pobox.com
http://www.mhaven.net/

Q Polling Question # 6

Foreign taxes attributable to digent categories
of income must be reported o@separate Forms

1116. &
4¢°

d True Q
] False V

&
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- 1116

Cepartmant of ha TRy
imamal Avenue Sorics 1)

Foreign Tax Credit

{Individual, Estate, or Tnast)
» Attach to Form 1040, 1040-5A, 1040-NA, 1044, or B80.T. att
¥ G0 to wwwins.goviForm{ 116 for instructions and the latest information. SQqUeNca bo. 1o

Form 1116

Part |I: Foreign Taxable Income

Fama

idoniifying mambor 2s shown on page 1 of your b retum

Usa o soparate Fomm 1116 for sach category of incoma sted baliow. Soo Categorics of nooms in the instructions. Chack only ona box on sach Form
1116. Aaport all amounts in U.5. dollars axcapt whera spacified in Part || balow.

a[] Section s51A categary incoma
Foraign branch categony income

&[]

&[] Passive category incoma
d[] General catagary incama

&[] Section 01| incoma g Lump-sum disribusions
1 [ Ceartain income re-sourced by traaty

h_Resident of jname of counry)

Mode: I you paid taxes 1o only one foreign country or U S. pOSSESsion, USe COImN A In Part | and Ine A In Par (L If you pald tax
more than one forelgn country or LS. possession, WSS 8 Separate column and Ine for 83ch Country OF pOSSSEsion.

=00 Tasable income or Loss From Sources Outside the United States [for category checked above)

Enter the name of the foreign ocountry or U5
possession . . . . . . . . . . . -
Gross inoome from sources within country shown
above and of the type checked above (see
instructions)

A

Faraign Country or LS. Possossion Totnl
=] C [Add . B,

Check if ine 1a is compensation for personal
senices 05 an smployes, your  Gotal
oompensation from all sources is §2560,000 or
more, and you used an altemative basis 1o
determines is sournos [sse instructions] . . B

Deductions and lossas (Goution: Sea instructions

2

3

EPo=npnac

(== ]

Experses definitely related to the inoome on line
1o (ottach statemend) . . . . . . . . .
Pro rata share of other deductions not defnitely
related:

Cizrtain itemized daductions or standard deduction
{seeinstructions) . . . . . . . . . . .
Other deductions (attwch statemend]. . . . .
Addlines 2aand 3. . . . . . . . . .
Gross foreign sounce inoome (see instructions)
Gross inoome from all souroes (see instruotions) .
Divide line 3d by line 3e (see instructions] . . .
Multiply line 3o by line 3f . . . . . . . .
Pro rata share of interest expenss (ses instnactions):
Home morgage imterest juse the Workshest for
Home Mortgage Interest in the instructions)

Other imierest expenss . . . . . . . . .
Lomses from fomign sowrces . . . . L L .
Addlines 2, 3g. da, dbandB . . . . . . .

Subtract re 6 from line 10, Erder the result bere and on e 16, page 2 . . . . L L L L L L = 7

Copyright © 2022

e

Taxpayer must file
separate Forms 1116 for
each type of income.

“Passive” category includes
most investment income,
rents & annuities.

“General” category includes
wages & business income.
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Form 1116

Part Il: Foreign Taxes

"

m Foreign Taxes Paid or Accrued (ses insfructions) |

Credit is claimed : .
- fl:f‘tﬂlﬂtmq Foreign taxes paid or
'EI hl [[] Paid I foreagn curmencoy In L5, dollars
é fl [] Mecn Taxes withhald at source on: fnj Crther ot sourna or ) Ot l:'!-:l_ﬂﬂlpl;'l:;:lii;'l
foraign faxes Tomgn taxes lowes or
M Rats ; fdd
or pooruad L u.rr[:'r-:-:l'm i It | Pt of {9 Imteres nF:i:"i:; ":'[:;‘H;_jm:ﬁ ;]:]'h
A
B
G
8  Addlines A through C, column [s). Enter the total ndonline@,page?. . . . . . . . » [ 8
For Paperwork Reduction Act Notlce, see instruct Cat. No. 114400 Form 1116 jz014)

&

Cash-basis taxpayer may claim Credit (Deduction) for taxes paid or accrued.
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Form 1116

Part lll: Calculating the Credit

Form 1116 (2011} Paga 2
Li: 44 | Figuring the Credit

8  Enter the amount from line &. Thess are your total forsign taxes peid

or eccruad for the category of income checked above Partl . . 9
10  Cemyback or cemyover [ettach detailed computation) . . . . 10
11 Addlines@andiD . . . . . . . . . . L L L L. 11
12  Beduction in foreign taxes (see nstructions) . . . . . . . 12 |i
13  Taxes reclassfied under high tax kickout {ses instructions] . . 13
14 Combine lines 11, 12, and 13. This is the total amount of foreign taxes available for credn 14
15  Enter the amount from fine 7. This & your taxeble income or (less) from

sources outside the United States (before adjustments) for the category

of income checked sbove Part | isee instructions) 15
168  Adjustments to ine 15 (ses instructions) . . . . R 16

17  Combine the amounts on lines 15 and 16. This is your net fore
sowrce tawable income. (If the result is zem or less, you h
foreign tax credit for the category of income you checked
Part |. Skip lines 18 through 22. However, § you are filin
one Form 1116, you must complete line 200 . .

18  Individuals: Enter the amount from Form 1040,
1040MA, fine 38, Estates and trusts: Emter y
without the deduction for your exemption .
Caution: i you figured your fax using t
instructions.

18 Divide line 17 by line 18. I line 17 iz mo

20  Individuals: Enter the a
amaount from Form 1040
Schedule G, ine 1&, or the tof
Caution: ¥ you are
instructions.

21 Multiply line 20 by

22 Enter the smaller
through 27 and anter

e 18
qusiified dividends or capital gains, s=e

, enter *4" _ 19
line 44 If you are a ncmresldenl EI|IE|'I errterthe
tates and trusts: Enter the amount from Form 1041,
-T.lines 36end 37 . . . - - 20

ﬂh’separa’*scategcvyaﬁump—&wnd‘sm] 1=

m amount of credit) . . . . H
line 21. If this is the only Form 1116 you are ﬁllng alup Ilnee 23
unt om line 28. Ctherwise, complete the appropriate line in Part IV (se=

instructions] . . . ]
LA Summary of mii:s me S-epalata Parbi Ill [sae mstru.':tl{:ns]
23 Credit for taxes on passive category income . . . -
24 Credit for taxes on general category income . I 24
25 Credit for taxss on certain income re-sourced I:r;rn'\eatr I 25
26 Credit for taxes on lump-sum distibutions . . © . . . . . 26

27  Add lines 23 through2e . . . . . . . . . . . . o . . . o L . . . .

28 Enter the smaller of ine 20or ne 27 © . .

20 Beduction of credit for intemational boycott np-eratn:\ns See |ns|ru-::mn5fcr Ilne 12 e

30  Subtract ine 29 from line 28. This i your foreign tax credit. Enter here and on Form 1040, |II‘|E' 47;
Form 1040MR, ine 45; Form 1041, Schedule G, line 25; or Form 980-T, lined40a . . . . . . @&

B R

Form 1116 2014)
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Form 1040, Schedule 3

SCHEDULE 3 . OMB No. 1545-0074
(Form 1040) Nonrefundable Credits | 20"
O '
» Attach to Form 1040.
Pﬁgfﬁgﬁgg&gﬂﬁﬁw » Go to www.irs.gov/Form1040 for instructions and the latest information. 22332,’1}%”&10_ 03
Mame(s) shown on Form 10110 cjal security number
Nonrefundable 48 Foreign tax credit. Attach Form 1116 ifrequired . . . . . . . . . . . 8 |
Credits 49  Credit for child and dependent care expenses. Attach Form 2441 . . . . 49
50 Education credits from Form 8863, line19 . . . . . . . . . . | 50
51 Retirement savings contributions credit. Attach Formssso . . . . . . . [ 51 .
52 Reserved . . . . . . . . .. .. @ - [ Fo reign Tax
53  Residential energy credit. Attach Form5695 . . . . . . . ... 53 .
54  Other credits from Form a[] 3800 b[] 8801 ¢ [ 54 Credlt [from
55  Add the amounts in the far right column. Enter here and inc 1040, line 12 | 55

Schedule 3 (Form 1040) 2018 FO rm 1 1 1 6,

o Part |V]

e SE

For Paperwork Reduction Act Notice, see your tax return instructions.

REMINDER: If foreign s
employment income, c
Tax & enter on Schedul

REMINDER: Tax on Form 1040, Line 11 is
calculated at marginal rate applicable to taxable
income, including exempt foreign earned income
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“ Polling Question # 7
A= g

The Foreign Tax Credit comput n Form 1116

is transferred to which sche of Form 10407?
Q‘

J Schedule A. o“c

0 Schedule 3. (v
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Text Page 17
Foreign Retirement Accounts

Employee contributions not deductible

Employer contributions added to US taxable&me

Accrued income is taxable to plan pagiicipant each year

Distributions are subjectto b

and foreign taxation
o Double taxation at retire

entially mitigated by Foreign Tax Credit but...
o  Participants subject to & come accrual and asset withdrawal

Some relief offered via tax treaties that may (?) provide for tax
treatment similar to qualified US plans.
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Text Page 17

Reporting Obligations

* Foreign pension plans typically treated as “trusts” by IRS

* May be required to file: e

— Form 3520 Annual Return to Report Trans@ns with Foreign Trusts and
Receipt of Certain Foreign Gifts O

— FinCEN Form 114 Foreign Bank Ac eport
— Form 8938 Statement of Specifi

reign Financial Assets
— Form 8621 Information Ret a Shareholder of a Passive Foreign
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Text Page 17
Passive Foreign Investment Companies

PFIC holds passive assets or receives passive income from interest,
dividends, capital gains, etc. \

£

Include foreign mutual funds, monis @arket accounts, pension

funds & pooled investment vehi

%&)Iaying field between US & foreign

&hrough income annually

— PFIC shareholders must report undistributed earning annually

PFIC regime designed t
mutual funds
— US funds required to
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Text Page 18
Foreign Social Security Benefits

Generally taxed by US if foreign pensions or annuity

y country of residence

Often subject to foreign tax as well, U

Totalization Agreement: Taxed on

®
Only 30 agreements currew
Example o

German SS benefits received

esidents taxed like American SS benefits

— Subject to 50% or clusion

— No tax in Germany
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. Text Page 18
Deductions

Charitable contributions:

— Payments to foreign charities are not deductible [except certain Canadian, Israeli &
Mexican organizations as per treaties]

— Payments to US charities which forward funds t(@&n entities are deductible

Moving expenses: :

@
— No longer deductible as per TCJIA ¢°

— Must be directly related
for foreign assignment expected to last > 1 year

-

— Real property over 40 years SL [TCJA: changed to 30 years for residential ppty]

Travel expenses:

— Must not be “living” ex

Depreciation:

— Personal property over 12 years SL
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. Text Page 19
Sale of Foreign Real Estate

Bifurcated reporting

1. Report gain (loss) on sale of property as capital

2. Report gain (loss) attributable to curre@cuation at time of
loan repayment as ordinary income
— If dollar strengthens, use fewer dolla n anticipated to repay loan = GAIN
— If dollar weakens, use more do

Ili®n originally anticipated = LOSS

Loss cannot be u

gfset gain from property sale
Loss is not ded

if loan secured by residence or personal property

S
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| Date | _Euros(s

Text Page 20

Example: Foreign Real Estate

2/4/11: Bought French villa for €1 million cash + €1.75 million interest-only loan

9/19/19: Sold for €5 million & repaid loan

A X

Sales Proceeds 9/19/2019 5,000,00¢€
Purchase Price 2/4/2011 2 @bo
Gain on Sale ,000

Loan at Origination 2/4/2011 g,?SD,DDD
Loan at Payoff 9}'19;"20 1,750,000

Gain from Exchange Rates Q

Report:
— 51,793,326 LTCG
— $441,839 Ordinary income

1.1056
1.3581

1.3581
1.1056

€ | usD($)
5,528,045
(3,734,719)
1,793,326

2,376,639
(1,934,800)
441,839

Copyright © 2022 ~ == Monica Haven, EA, JD, LLM e (310) 286-9161 e mhaven@pobox.com e www.mhaven.net



mailto:mhaven@pobox.com
http://www.mhaven.net/

Polling Question # 8

Participants in foreign retirement accounts may be

required to file:
Form 8938 to report a 5 d asset.

FinCEN 114 to re oroforelgn account.
Form 8621 tor a PFIC

Form 3520 to réport a foreign trust.

All of the above.

Form 1040 to report empl ontrlbutlons

U000 OO
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Text Page 22
Expatriation Tax

Exit tax on taxpayer who renounces (or inadvertently forfeits) US
citizenship if principal purpose is tax avoidance

IRS presumes tax avoidance for high-inco aigh net worth taxpayer:
— Average annual income for previous 5 yrs > S&

(in 2022), OR
— Net worth > S2 million, OR ®

— If non-compliant with US tax laws fi@ceding 5 years
* Global assets are deeme on date of expatriation

* Taxed on resulting gains > $767K (in 2022)

Must file Form 8854 and Form 1040-NR for next 10 years
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Text Page 22
Cash Reporting

Customs 4790 \
* Individual must report receipt/distributigcnon-us currency > S10K

®
FinCEN 104 Q

* Financial institutions must re@gcurrency transactions > $10K

FinCEN 105 :

* Individual must file if hﬁngs in, sends out or receives > S10K
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Text Page 20

Sanctioned Countries

US persons may not transact business with or hold accounts in

countries listed by Office of Foreign Asset ntrol

o e.g., Cuba, Iran, North Korea, Russia@rla, & Venezuela
g services to Russia

Accountants prohibited from pro

(6/7/22) ®
é‘

Beware of taxpayers who f&report taxable income as well as

foreign accounts/asset*

O
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Text Page 22
Foreign Bank Account Reporting

Must file FinCEN 114 Foreign Bank Account Report (FBAR) if at any time:

o had financial interest in or signature authority over
o foreign financial account(s)

o With aggregate value > $10,000

L§8banks, brokerage accounts,
ual funds

All financial accounts held outside
insurance cash values, annuities

Valuation °
o Each account at its highe at any time during year
o Converted to US dollar d on exchange rate at year-end

Mandatory e-file

i i me on
ivi d & interest incot :
(g:;\c:aedr\‘ne B & check box 1IN Part Il
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Text Page 23
Foreign Assets

Must file Form 8938 with tax return —in addition to FInCEN 114 — if
foreign financial assets exceed certain thresholds

Domestic Taxpayers (US taxpayers lining in US)

Single: Aggregate value of S50K on Dec. 315 or
Married: Aggregate value of S100K on Dec. 31s

y t|me during yr
150K at any time during yr

“Foreign” Taxpayers (US taxpayers living
Single: Aggregate value of S200K on
Married: Aggregate value of S40

15t g S300K any time during yr
ec. 315t or S600K at any time during yr

* Assets incl. foreign ban

unts, foreign stocks or securities, interest
in a foreign entity & g

ertificates

Statute on tax return remains open until Form 8938 with all reportable
assets has been filed
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Text Page 23

FBAR vs. Form 8938
s

Bank Secrecy Act (1970) eign Account Tax Compliance Act

Qg(zmm

Regulatory Authority Dept. of Treasury Q. IRS
3 yrs if filed

6 yrs if omitted income > $5K

Avgable to all law enforcement Protected by IRC § 6103

agencies

Statute of Limitations None

Privacy & Confidentiality
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Text Page 24

Foreign Gifts & Trusts

* Must file form 3520 if receive gift, bequest or trust
distribution from foreign person (reportable event)

— Gifts & bequests generally not taxable ‘
— Trust distributions may be taxable : z

[
e Due on 4/15 (plus extension)&@iled separately from Form

1040
— Due date is 6/15 if living at&

N3

e Rev Proc2020-17 des filing exemption for some filers

— If trust is operated (near) exclusively to provide retirement, medical or
education benefits
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Monica Haven, E.A., J.Q: LL.M.
4

(310) 286-9161 PHONE ¢,(310) 557-1626 FAX
mhaven oXx.com

WEBSI%QWW.mhaven.net

The information contained herein is for educational use only and should not be construed as tax, financial, or
legal advice. Each individual’s situation is unique and may require specialized treatment. It is, therefore,
imperative that you consult with tax and legal professionals prior to implementation of any strategies discussed.
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