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Learning Objectives

Determine if taxpayer’s foreign investment is a passive foreign
investment company ‘

<

Understand complex reporting require‘gnts required for foreign
pension & retirement accounts

Recognize which foreign in@ments may be trusts subject to

FATCA reporting ;‘

Properly complete Forms 8621 & 3520

Help clients remain compliant
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How we’ll untangle the knot

Separating fact [FATCA] from BSA

A X

Foreign retirement accounts are not tr&ve ball of wax

®
Starting with what we know: F§Form 8938

Mutual fund mess: For@

Trust is a one-way street: Form 3520

Let the legal cats unravel the rest
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Looking into the past

e Bank Secrecy Act of 1970 (BSA)

— Enacted to combat offshore money Iaundering\
— Requires detailed financial disclosure

— But IRS cannot initiate a tax audit

* Reports required: *
— Currency transactions > $10
— International movemen

eign currency
— Disclosure of foreign ?accounts
— Suspicious activity report (e.g. structuring)

e Post-9/11, focus shifted to terrorist activity
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A new purpose

* Foreign Account Tax Compliance Act (FATCA)

— Enacted in 2010 AN

— To recoup tax shortfall resulting from offsh ses (estimated at S100
billion per year)

— Actual collections only $11 billion ove«’ears (mostly due to penalties for
non-compliance) @

— Forced disclosures§E

— Shift reporting bur from US taxpayers to foreign financial
institutions (FFls)

* True purpose?
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/\)':( / Carrot or Stick

FFIs must disclose info about US account holders OR face 30%
withholdings on deposits received

— More than 300 bank have signed on with I%@

— Submit Form 8966

e Threaten to close accounts o

— Foreign travelers in US may
disruptions

— REMINDER: IRS gran
consecutive period d

tlzens abroad to avoid reporting
e accidental “residents” due to travel

w;:usion from day count for any single 60-day

g 2020
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No financial privacy

The Right to Financial Privacy Act (1978)

— Individuals have reasonable expectation to financ

i%rivacy
Gramm-Leach-Bliley Act (1999) Q

— Financial institutions must disclose noti

V’privacy policies
BUT then... Uniting and Stre

ning America by Providing
Appropriate Tools Requir

tercept and Obstruct Terrorism (2001)
— Info sharing btw financi& utions & law enforcement
FATCA

— “The beginning of the end of financial privacy” ‘7
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Page 3
Practitioner Warning

Almost 40 forms requiring varying levels of disclosure
— Ranging from the simple to the complex
— Penalties from the relatively benign to oppressiv‘
— Criminal penalties for willful non-compliance z

&

Interpretation of applicable rules re&

— Experience & expertise |¢

— Legal skills

— Specialization in intl tax Ia@mterpretatlon, Q,\“

. QY
access to foreign sourc& Q
&
9

e Tax practitioner’s duties

— Issue-spot n
— Refer to legal counsel
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22072 Polling Question # 1

FATCA reporting requirements infrinQeon individual
rights to financial privacy. e

. A
J True “co

d False
VQ

¢
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Retirement Accounts in the US

Qualified o
Non-qualified
(ERISA)
e Defined Contribution e US Govt. & Churc e Deferred
e Profit-sharing Plans () Compensation

us e Life Insurance
oyees e Executive Bonus Plan

* Stock Bonus e Plans outgj
e SEP, SIMPLE, Keogh for NR

$0

¢

" v’ After-tax contributions
v’ Pre-tax contributions

v'  Tax-deferred growth
v"  Tax-free rollovers
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Retirement Accounts Abroad

 NOT “qualified”

 Tax treatment, in general: Q
— No tax-deduction for employEE contri tign
— Must add employER contribution t income [BUT not eligible for Foreign
Earned Income Exclusion]
— Income & growth during pay, *ase taxed annually

— Distributions taxed in U

road [mitigate with Foreign Tax Credit]

— No basis adjustment ounts previously taxed

e Subject to currency fluctuations
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A Strengthening Dollar Hurts

FACTS

e US citizen lives & works in Mexico

* Employer contributes 100,000 MexS$ ea
 Employee takes lump-sum distribution

&6’““‘ for 10 years

ore returning to US

Assumptions {g

°USD during pay-in
USD at pay-out

 Exchange rate was 13 M
* Exchange rate is 19 Me

10,000/mo X 12 mos X 10 yrs = 1,200,000 Mex$
- $92,000 US (pay-in) versus $64,000 (pay-out)
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Tax treaty may help

e Reciprocal provisions reduce (or exempt):

— US tax of foreign taxpayers on US-source incom&
— Foreign tax of domestic taxpayers on foreign- income

N

e Override tax code if treaty positior?‘ﬂ‘ned
— Must file tax return even if no fili @q irement
— Must attach Form 8833 (51,0
— Does not apply to state j ax

nalty for failure to file)

* Begin analysis of tax o§ all foreign-source with Treaty research
— Only 68 with US

— Generally do not treat foreign retirement plans as “qualified” but may provide
for lower tax rate
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Treaty Analysis

1. Read entire treaty; review terms & definitions

— Resident determined by where person resides

===

— US person = US citizen or resident alien (incl. covered expatriate)
— Foreign person = non-US person (e.g., NRA) ‘
2. Hone in on applicable article @
— Distinguish btw public pension (often not taxable by@try of residence; e.g., Social Security)

Vs private pension
@t

|I on US Treasury Tax Policy web-page)
cases - get HELP!

d to resolve ambiguities/conflicts in favor of
.US may tax]

— Confirm that Saving Clause does not overri
US govt [“Notwithstanding any provisio

3. Refer to Technical Explanation (
4. Search IRS rulings/memos

NOTE: ‘

* |If no treaty, earnings are not protected = growth in retirement acct is immediately
taxable (e.g., Singapore CPF)

» If treaty, earnings during growth phase generally not taxed (e.g., UK pension)
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International Plans

Pension, annuity or trust established by foreign employer or other entity

— Australian Superannuation — requires min percentage of annual income to be set aside for
retirement

— Singaporean Central Provident Fund (CPF) - compul
citizens & permanent residents used to fund retirem

— Hong Kong Mandatory Provident Fund (MPF) —
self-employed to privately operated pension fun

— Malaysian Employees Provident Fund (EPF

workers ¢
&

A payment from foreign go&xent or agencies, including foreign social security
pension

ealthcare & housing
tory contributions by employed &

%‘ngs/pension plan for working

pulsory savings plan for private-sector

A payment from foreign insur

— Generally, taxed here & abroad
— Unless Totalization Agreement [currently 26] = taxed by country of residence only
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= Polling Question # 2
Ei g Q

The tax benefits of foreign retirement accounts include:

A. Tax deductible contribution d tax-deferred

growth. Q

O
B. Tax-free distributione@

¢

d A only. V

d B only.
] Both A and B.
J Neither A nor B.
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Account

r Holders

——————————— ¥

OFFSHORE
BANKING

Foreign
Account

Foreign
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US Reporting

Income Tax

e Incl. plan contributions in wage income (unless exempt by treaty)

* Wages but not plan cntribtns eligible for Foreign Earned Inc Exclsn (Form ~_ 5)
* Foreign Tax Credit on all non-excludable, double-taxed income (Form 171.

® Be sure to answer Questions 7 & 8 on Schedule B

Foreign Account & Asset Reporting

® Form 8938 — cross —reference with inc rptd o1, ther schedules (e.g.,
Schedule B, D, E, etc.)

® FinCEN 114 (e-file independently,

Other (FATCA)

® Form 8621 if PFIC (e.g. mutual fund)
e Form 3520 if reportable event with “trust”
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Basic Reporting — A Refresher

* Most foreign retirement accounts are subject to both BSA & FATCA

regimes
— Even if the retirement plan or pension is nc& flcaIIy listed in IRS

instructions

— These plans are merely the accounts j Aith reportable assets are held

— Qualified plans are exempt but fon@ ccounts are generally not “qualified”

* Must file FBAR and For@if reporting thresholds are met

&
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Foreign Accounts

US person must file if:

— Financial interest or signatory authority ‘

— Foreign financial account(s) valued > S&

@
Valuation steps: Q
1. Determine highest value of count during calendar year
2. Convert to USD using excf@ rate on 12/31

3. Aggregate all accoung»s

Accounts include banks, brokerage accounts, insurance cash
values, annuities, mutual funds
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US Person

 US Citizen

c

 US Resident Alien QQ

— Green Card Test: Tax residency is
revoked or proactively abando

nent unless judicially/administratively
— Substantial Presence Test:

e in US > 183 days

e Entities, incl. corpor@, partnerships, LLCs, trusts & estates

Copyright © 2022
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FBAR FILING

* FIinCEN 114

— Must e-file through BSA website or tax pre&are
— Due 4/15 (automatic extension to 10/15) A
— If residing abroad, due 6/15 (auto xthlS)
— If non-willful: $14,489 !iw

Penalties

[24/22]*
— If willful: greater of ,886 or 50% of account value (+ criminal sanctions)

* Inflation-adjusted since 2015
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%E \ Page 10
ot Foreign Assets

* Individuals & “specified entities” must file

— domestic corporation, partnership or trust
— formed to hold “specified foreign financial ass

» Specified assets incl foreign pensi@erred compensation plans

ident > 1 year (Bona Fide Residence) or
any 12-month (Physical Presence)

* Filing thresholds

— “Foreign” must be a full
present > 330 full days

MR = e miie L $50K on 12/31 OR $100K on 12/31 OR
$75K at any time $150K at any time

Foreign — living outside of the US [y gy Re = $400K on 12/31 OR
$300K at any time $600K at any time
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Form 8938 Filing

Attach to Form 1040

* Due 4/15 (+ extension) z

>
* Penalties: cQ

— Failure to disclose: $10K A

— Additional $10K for ever, Qperiod after IRS notification (max. S50K)
— SOL on entire Form 10

ains open until Form 8938 filed
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Polling Question # 3

taxpayer provide almost identical i ation, only one
or the other form must be subm'Q :
Ol

&

Since FATCA and FBAR reporting reg'!mes request that a

J Correct
J Incorrect
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Passive Foreign Investment Co’s

A pooled investment vehicle
— Mutual funds
— Money market accounts

— Pensions & annuities
— Partnerships

— REITs

— Retirement accounts (if investe

&

of the above)

 Must be incorporate

* Must be foreign

* Must have passive income or assets
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Is it Passive?

EITHER: Income Test
> 75% of gross income must be passive

o Interest income
o Dividends

o Capital gains
o

o

Royalties (unless derived from an a e or busmess)

Rents (unless derived from activel

VQ

sﬁeld for the purpose of generating passive income

aged property)

W2

OR: Asset Test

> 50% of total assets mu

Once a PFIC, always a PFIC!
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PFIC Regime

* Created to equalize treatment between foreign & domestic mutual
funds

— Domestic funds must distribute all (but 2%) e & CGs to S/Hs annually

- tax liability passes from investment comp%to individual shareholders
— BUT small S/Hs of foreign funds not su ?o reporting reqs for controlled corps

- tax liability remains with mvest
source income!

e UNTIL... Tax Reform A@)% /¢ f :
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Polling Question # 4

/ N

Most foreign retirement accounts, ésions and

annuities are deemed to be pass@ and, therefore,
subject to the PFIC regime (é@g&

¢

&

d True
L False
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Tax Treatment
of PFICs

A X

e Default (§1291) e
— Defer recognition of undistribu&d"%me until distribution

— Taxed at ordinary rates c

income sooner in exchange for cap

* OR make election to re
gains treatment on dj tion

1. Qualifying Electifg Fund (QEF)
2. Mark-to-Market (MTM)

Monica Haven, EA, JD, LLM e (310) 286-9161 @ mhaven@pobox.com e www.mhaven.net
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Election: QEF

gains on Form 1040

— Whether or not distributed \

— Only available if fund provides conforming
[unlikely!]

®
SIMILAR TO: §83(b) GQ

ent of restricted stock
Recognize value of stock as co

@sation inc — treat all appreciation as CG

S/H includes pro rata share of fund’s investment income and capital

al Information Statement

e Election must be ma@m timely filed return in 1t year of fund
ownership

— Cannot be made retroactively

— Must make Purging Election to switch from default treatment to QEF

Copyright © 2022
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SAMPLE: Annual |nf0 Stmt [very rare!]

PFIC Annual Information Statement (“AlS”) \
For the Year ended December 31, 2020 e

IMPORTANT TAX NOTICE TO U.5. UNITHOLDERS OF THE FUND Q

?rsons for purposes of the U.S. Internal Revenue
Code of 1986, as amended (“IRC") and the regulations uter. United States persons include U.S. atizens
(whether or not they are U.S. residents), certain indivi th U.S. permanent resident status, U.S.
corporations, and certain U.5. trusts and estates. | s In the Fund should consult with a U.5. tax professional
to determine whether they are United States pe

This statement is provided to unitholders who are United E!a

The Fund may be considered a Passive Fore
(IRS) administrative practice. We recom

stment Company (“PFIC”) under U.S. Internal Revenue Service
t all U.S. taxpayer clients consult a tax advisor concerning the
overall tax consequences of their ow of units of the Fund and their U.5. tax reporting requirements.
You can also find information on U.5. ules applicable to investments in a PFIC on the IRS website,
www.irs.gov, by searching “Form 8621 Tnstructions”.

This statement is to provide information that will enable you, if you choose, to treat the Fund as a Qualified
Electing Fund (QEF) for U.5. federal income tax purposes. Generally, an election is filed for each fund on which
you wish to make a QEF election. If you hold a Mackenzie fund that holds one or more underlying funds, you will
receive a combined PFIC AlS containing information that will enable you to elect to treat any or all of the funds
as a QEF as you choose, as well as information relating to your units and values in your indirect holdings.
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Election: MTM

Fund shares held at year-end are deemed sold

— S/H reports resulting gain (loss) as ordinary inco
— S/H’s basis is adjusted

loss)

— Only available if fund is publicly traded on Qxchange [unlikely!]
@

SIMILAR TO: §1256 treatment of re%@ futures & foreign currency contracts
Deemed sale on 12/31 ized as 40% STCG & 60% LTGG

* Election must be ma&w timely filed return in 1t year of fund
ownership

— Cannot be made retroactively

— Must make Purging Election to switch from default treatment to MTM

Copyright © 2022
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Example: MTM Election

Facts

* US citizen bought foreign mutual fund on 1/1/16 fo&K
«  FMVs: $42K (12/31/16), $33K (12/31/17), $44 /18)

* Sold all shares on 11/15/19 for S50K [theoretic in = S50K — 35K = S15K]

ol

Tax Computation A

Year Adjusted Basis FM\V at Vr-end Realized Gain | Recognized Gain | Adjusted Basis
Sa.z Price (Loss) (Loss) for Next Yr
Rptd as Ordinary
B C=B-A D = allowable C E=A+D

35,000 42,000 7,000 7,000 42,000
42,000 33,000 (9,000) (7,000) 35,000
35,000 44,000 9,000 9,000 44,000
44,000 50,000 6,000 6,000 0
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Purging Election

Used to remove §1291 taint z\

ept to QEF or MTM

Convert from default PFIC tax trea

Must recognize gain resulti@om deemed sale at year-end

* Treated as Excess Dis&;ion

Monica Haven, EA, JD, LLM e (310) 286-9161 @ mhaven@pobox.com e www.mhaven.net
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Excess Distributions

Default treatment if QEF or MTM election not made

No income recognition until excess dis

&on
— Sale of fund OR

— Actual distribution > 125% of aver&@rlbutlon in prior 3 years
Distribution is annualiz

wlesser of 3 years or actual holding
period

— Tax computed based&ghest marginal rate in effect for each year
— Must also pay accrued interest

No loss recognition allowed

Copyright © 2022
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Example: Default

Facts

Tax Computation Q

US citizen invested $10K in foreign mutual fund (PFIC) on 1/1/17
Did not elect QEF or MTM treatment

No dividends paid throughout holding period

Sold all shares for S16K on 12/31/19 e\

1.

Total gain (S6K) must be allocated over holding pv’ased on 365-day year [or 366 days if leap

year] = $6,000 + 1,095 days = $5.48/day &
‘ rrent (TY’17 & TY'18)

Separate gain into current year (TY’19) an
a. Current: $5.48/day X 365 days = $2;
- Ordinary Income (report 8621, Part V, Line 16b & Form 1040, Schedule 1, Other
Income)
b.  Pre-current: $5.48/day X&ays = $4,000
TY’17: $2,000 gain X 39.6% highest rate = $792
TY’18: $2,000 gain X 37% highest rate = $740

> Tax = $1,532 (report on Form 8624, Part\V, Line 16¢| Form 1040, Line 12a “1291 TAX")

Calculate interest due on “under-payment” for TY’17 & TY’18 (report on Form 8621, Part V, Line
16f & Form 1040, Schedule 2, Line 8 “1291INT”)
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Form 8621 (Rev. 12-2018)

Page3

Distributions From and Dispositions of Stock of a Section 1201 Fund (see insiructions)

Complete a separate Part V for each excess distribution and disposition. See instructions.

15a

16a

Enter your total distributions from the section 1291 fund during the current tax year with respect to the

applicable stock. If the holding period of the stock began in the current tax year, see instructions 15a

Enter the fotal distributions (reduced by the portions of such distrbutions that were excess distributions but
not included in income under section 1291(a)(1)(B)) made by the fund with respect to the applicable stock for
each of the 3 years preceding the current tax year (or if shorter, the portion of the sharsholder's holding period

before the current tax year) . 15b

Divide line 15b by 3.0. (Ses instructions if the num ber af preced\ng years is Iess than 3 J 15¢

Multiply line 15¢ by 125% (1.25)

Subtract line 15d from line 15a. This amount, if more T% Lthe excess distribution with respect to the
applicable stock. If there is an excess distribution, ine 16. If zero or less and you did not dispose of
stock during the tax year, do not complete th @ar‘t V. See instructions if you received more than one

distribution during the current fax year. Alw,@ uctions for rules for reporting a nonexcess distribution on
yourincome taxreturm . . . A

k of a section 1291 fund or former section 1291 fund. If a gain,

Enter gain or loss from the d\sposx%
complete line 16. If a loss, show it in br3tkets and do not complete ling 16 . 15

If there is a positive amount on line 15e or 15f (or both), aftach a statement for each excess distribution and
disposition. Show your holding period for each share of stock or block of shares held. Allocate the excess
distribution or gain to each day in your holding period. Add all amounts that are allocated to days in each tax
year.

Enter the total of the amounts determined in line 16a that are allocable to the current tax year and tax years before the
foreign corporation became a PFIC (pre-PFIC years). Enter these amounts on your income tax return as other income
Enter the aggregate increases in tax (before credits) for (EaGhaXyeaninyounholdingigerad (other than the
current tax year and pre-PFIC years). See instructions .

Foreign tax credit (see instructions) A L.
Subtract line 16d from line 16¢. Enter this amount on your income tax retumn as * addmona\ tax.” Seems’[mctlons

Determine iflfestionieachinetincreaselinitax dstermined on line 16 using the rates and methods of sectj

6621. Enter the aggregate amount of interest here. See instructions .

Copyright © 2022 Monica Haven, EA, JD, LLM

SCHEDULE 1

(Fomn 1040 or 1040-SR) AddItlonal Income and Adjustments to Income

» Attach to Form 1040 or 1040-SR.

Department of the Treasury . . N N .
» Go to www.irs.gov/Form1040 for instructions and the latest information.

Intamal Revenue Service

OME No. 1545-0074

2019

Attachment
Sequence No. 01

Name(s) shown on Form 10-40 or 1040-SR

Your social security number

At any time during 2019, did you receive, sell, send, exchange, or othew acquire any financial interest in any
virtual (:urrency'? e o e P . .o [ Yes [] No
Additional Income
Taxable refunds, credits, or offsets of state and local |nl®kxe 1
2a Alimony received 2a
b Date of original divorce or separation agreements tructions) »
3 Business income or (loss). Attach Schedule C 0 3
4 Other gains or (losses). Attach Form 4797 % e e e e 4
5 Rental real estate, royalties, partnerships, S ®rporations, trusts, etc. Attach Schedule E . 5
6  Farm income or (loss). Attach Schedule F PN 6
7  Unemployment compensatiol Lo e 7
8  Other income. List type and from Form 8621, Part V, Line 16b
g CURRENT YR
9  Combine lines 1 through 8, n Form 1040 or 1040-SR, line 7a 9
Form 1040 {2019) Page 2
1 a1 2 []ae72 3 IZ 1291TAX Iﬂ \
b ufe 2, line 3, and line 12a and enter the total 5 c > 12b
redit or credit for other dependents . 13a
‘Schedule 3, line 7, and line 13a and enter the total 5 5 o 5 o c > 13b
ract line 13b from line 12b. If zero or less, enterd OQ . 14
Other taxes, including self-employment tax, |romS 2,line10 . . . 15
Add lines 14 and 15. This is your total ha L e . > 16
Federal income tax withheld from For 17
Other payments and refundable ci
Earned income credit (EIC) i8a
+ It you have Additional child tax credit. A ule 8812 18b
29“”_“_"‘;;3::% coe American opportunity credit frc Form 8863, line 8 18c
instructions. Schedule 3, line 14 18d
Add lines 18a through 18d. Thase ars ynurtota\ other payrnsnts and refundable credits = . Ld 18e
19 Add lines 17 and 18e. These are your total R . > 19
SCHEDULE 2 OMB No. 1545-0074

Additlonal Taxes

» Attach to Form 1040 or 1040-SR.
» Go to www.irs.gov/Form1040 for instructions and the latest information.

(Form 1040 or 1040-SR)

Department of tha Traasury
Intmal Revenus Sarvice

2019

Attachment
Sequence No. 02

Namef(s) shown on Form 1040 or 1040-SR

Your social security number

Tax A
1 Altematwe minimum tax. Attach Form 6251 M v 1
2 Excess advance premium tax credit repayment. Attach Form SQ 2 - 2
3 Add lines 1 and 2. Enter here and include on Form 1040 or 104Q e 12b 3
Other Taxes
Self employment tax. Attach Schedule SE . . 0' 4
5 Unreported social security and Medicare tax from For O 4137 b D 8919 5
6  Additional tax on IRAs, other qualified retirement and other tax-favored accounts. Attach Fonn
5329 if required . . ; 6
7a Household employment taxes Atlach S(:h Lo e Ta
b Repayment of first-time homebuyer credit frofPForm 5405. Attach Form 5405 if required 7b
8 [Taxesfrom: a [ ]| Form 8059 b [] Form 8960
¢ [# Instructions; enter cods(s) 1291INT 8
9  Section 965 net tax liability installment from Form 965-A . . . 9
10 Add lines 4 through 8. These are your total other taxes. Enter here and on Furm 1040 or 1040-SR,
line 15 . .. .. 10

For Paperwork Reduction Ar:l Nulme see your tax return instructions. Cat. No. 714780

Schedule 2 (Form 1040 or 1040-SR) 2019
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'n

Under PFIC default rules, income recognition of undistributed
income is deferred unless the taxpayer e

Polling Question #5

A. to make a qualifying eIect| recognize a pro rata
share of fund’s mvest& come and capital gains

annually.
B. to treat fund sh |d at year-end as though sold and
ing gain or loss.

recognize the

(J AandB
(J AorB
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Page 14

Form 8621

e Purpose of form:
— Allow taxpayer to elect tax treatment (3 choices)

— Compute tax due

A X

e US taxpayer must file if: 9@

Received distribution or sold PFIC shares (ew if held indirectly through
partnership or trust)

Making QEF or MTM election !¢

Aggregate value > $25K and r to make annual report [generally all except
exempt organization or s@r making MTM election]

* Must file separate For@ﬂ for each PFIC owned

e Attach to Form 1040
— Mail independently if no 1040 filing requirement

Copyright © 2022 ~ == Monica Haven, EA, JD, LLM e (310) 286-9161 e mhaven@pobox.com e www.mhaven.net
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Page 15

Exempt Filers
Filing as NRA:

Dual residents of US & foreign country as per treaty provision = must submit Form 8833 with
Form 1040-NR

Dual status aliens until required to file as resident alien

e‘mit Form 8621 with Form 1040

Bona fide residents of Guam, Northern ri@;a Islands & US Virgin Islands (but
not residents of American Samoa & P ico)

Short-term owners who held PFI&O days during December/January

Beneficiaries of foreign tr r pension if tax treaty specifies that PFIC earnings
are not taxable until distribution

De minimis exception if FMV < $25K (single) or S50K (married) on 12/31

Copyright © 2022
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Page 15

Example: Filing Requirement

Facts
e US citizen owns 3 PFICS

e FMV of each on 12/31: ‘
— A Corp: $5,000 @

— B Corp: $10,000 Aggregate value = S19}°
— CCorp: $4,000 ®
* Taxpayer filed timely elections to treat: Q
— A Corp as QEF
— B Corpas MTM {

* Taxpayer received no distribu@c Corp during tax year

— CCorp (no election)

Form 8621 filing regs
*  Must file separate forms for A Corp & B Corp (to claim elections)

* Nofiling req’s for C Corp since aggregate FMV < $25K de minimis & no distributions to report

Copyright © 2022 ~ == Monica Haven, EA, JD, LLM e (310) 286-9161 e mhaven@pobox.com e www.mhaven.net
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Form 8621: Annual Info

8621 |information Return by a Shareholder of a Passlve Forelgn | owzse 15 1o

[Fev. Decamoer 2018) Investment Company or Qualified Electing Fund
Depanment of the Treasury AfiEchimeant
Int=mal Revenue Serdce * Go to www.irs.gov/Form862 1 for instructions and the latest information. samuence ho. 69
Mame of sharehaolder Identiying number jsee Instructions)
Number, siresat, and room o suite nou If 3 P.O. box, 582 Instnuclions. Sharaholder fax year Ccal year 20 oF oifer tax year

baginning endng i
City or towm, state, and ZIP code or country
Check type of sharsholder filing the retum: [ Individual [ Corporation  [JPartnership [JsC [ Mongrantor Trust  [] Estate
Check if any Excepted Specified Foreign Financial Assets are reported on this form. See instructs A |
Qualifying Insurance Corporation Election—I, & sharsholder of stock of 8 foreign corporation, gt such stock &s the stock of a Qualifying
Insurance Corporation under the alternative facts and circumstances test within the meaning of s OT{f2). Seeinstructions . . . . . [

Mame of foreign ComOoration, passiva foreign Investment company (PRC), or qualifed electing fund (QEF) Elr‘ar ntification number [ zmy)

Anmiress (Entar NUTIDST, street, city or towr, and couriy) 1D number (322 INstructions)

Tan year of forelgn corporation, PRIC, or QEF: calendar year 20
of otfer tax year baginning , 20
&nd anding 20

Provide the following information with respect to all shares o E eld by the sharsholder:
1  Description of each class of sheres held by
[] Check if shares jointy cwned with spowsa$

2  Date shares acquired during the tax y

3  Number of shares held at the end of

4 Value of shares held at the end of the tax year (check the appropriate box, if applicable):
{a) OJs0-50,000 ) OJ550,001-100,000 (¢} (0 $100,001-150,000 (d) (J5150,001-200,000
(e} H more than $200,000, list valua:

&  Type of PFIC and amount of any excess distribution or gain treated as an excess distribution under saction 1294, inclusion under section 1283,
and inclusion or deduction under section 1286 (check all boxes that apply):
(g} [] Section 1281 ¥
{b) [] Section 1243 (Quslified Electing Fund)  §
tch [ Section 1206 iMark to Marketi  §

Copyright © 2022 Monica Haven, EA, JD, LLM e (310) 286-9161 @ mhaven@pobox.com e www.mhaven.net
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Form 8621: Elections

lch || Section 1206 (Mark to Market) §
m Elections (zee instructions)
A [ Election To Treat the PFIG as a QEF. |, a shareholder of 2 PFIC, dect to treat the PFIC as,a QEF. Compilete lnas Bz through 7o of Part Il

B [] Blection To Extend Time For Payment of Tax. |, a shareholder of a QEF, slect to extend payment of tax on the undistributed
eamings and profits of the JEF wntil this election is terminated. Compiete lines 8a through W o calcwate the tax that may be defamed.

Mote: [f any portion of line Ba or line 7a of Part 11l is includible under section 951, you ke this election. Also, see sections 1284{c)
and 1294 and the related regulations for svents that terminate this election.

C [] Election To Mark-to-Market PFIC Stock. |_a sharsholder of a PFIC, slect to
meaning of section 12 - Part M. !g

0 [] Desmed Sale Election. |, a sharsholder on the first day of a PFIC's first
interest in the PFIC. Enter gain or lozs on bne 155 of Part .

E [ ]| Deemed Dividend Election. |, a shareholder on the first day of
elect to treat an amount equsl to my share of the post-1066
line 15 of Part V. If the excess distnbution is greater than za

[] Blection To Recognize Gain on Deemed Sale of PFIC. |
treat as an excess distribution the gain recognized on the
under section 1287(a). Enter gain on fine T5F of

G [] Deemed Dividend Election With Respect to a

Regulations saction 1.1287-3a), slect to make

etock of the Section 1207 (g} PFIC includas

ket the PFIC stock that is marketable within the
Election
JEF, elect to recognize gain on the deemed sale of my

tax year a5 8 QOEF that iz a contralled fc-naEn Fatnn {CIFC),
its of the CFC a3 an expess distribution amaourdt an
te fime 16 of Part .

ler of a foomer PFIC or a PFIC to which section 1297(d) applies, slect to
sabe of my intersst in the FFIC on the last day of its lest tax year gs 8 PFIC

-

(2] PFIC. |, 2 sharsholder of & section 1297 (e} PFIC, within the meaning of
dividend election with respect to the Section 1287 %F'FII: My holding pericd in the
glification date, as defined in Ragulations section 1.1 3(d). Enter the excess
distribution on ne 15e, Part V. I the ax won ks grester than zero, also compieds Sne 16, Part ¥

H [ D&Elmad Dividend Election With H&;Fqcl omer PFIC. |, 3 sharsholder of a former PFIC, within the meaning of Regulstions section
1.1288-3g}, elect to maks a deemed dividend election with respect to the former PFIC. My h::-h:llng eriod in the stock of former PFIC
includes the termination date, as defined in Regulations section 1.1208-3{d). Enter the excess disin, o e 152, Part V. If the excess
distribution is greater than zero, also complete ine 16, Part I

For Disclosure, Privacy Act, and Paperwork Reduction Act Motice, see separate instructions. Cat Mo. B4174H rorm B621 pev. 12-2ma)
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Form 8621: QEF Income

Form 8621 (Rev. 12-2018) Page 2

=1l Income From a Qualified Electing Fund (QEF). Al QEF shareholders complete lines 6a through 7c. If you are making
Election B, also complete lines 8a through 9c. See instructions.

6a Enter your pro rata share of the ordinary earnings of the QEF . . . . . . | Ga |
kb Enter the portion of line 6a that is included in income under section 951 or that
may be excluded under section 1293(g) . . _
¢ Subtract line 6b from line 6a. Enter this amount on your tax return as urclmanr income . Bc
Ta Enter your pro rata share of the total net capital gain of the QEF
b Enter the portion of line 7a that is included in income under section 951 or that
may be excluded under section 1293(g) L. |
¢ Subfract line 7b from line 7a. This amount is a net long-term capital g erthis amount in Part Il of the
Schedule D used for your income tax retumn. See instructions . .. Tc
Complete lines 8 and 9 only if you are making a section 1294 ele ction B} fnr the current tax year.
8a Addlines 6c and 7o 8a
b  Enter the total amount of cash and the fair market value of D y distributed
or deemed distributed to you during the tax yvear of the QEF. uctions . 8b
¢ Enter the portion of line 8a not already included in i ributable to shares
in the QEF that you disposed of, pledged, or oth l"wm during the tax year | 8¢
d Addlines 8b and 8c Lo oo ad
Subtract line 8d from line Ba, and enter the (if zero or less, enter amount in brackets) . Be
Important: [f line 8e is greater than zero, and n rtion of ine 8a or 7a is includible in income under section 957,
you may make Election B with respect to the amount on line 8e.
O9a Enter the total tax for the tax year. See instructions . . . Oa
b Enter the total tax for the tax year determined without regard to the amount
enteredonlineBe . . . . 9b
¢ Subtract line 9b from line 9a. ThIS is the deferred tax, the time fur payment of which is extended by
making Election B. See instructions . . . . . . . . . . . . . . . . . o o . . . Oc

Copyright © 2022 Monica Haven, EA, JD, LLM e (310) 286-9161 @ mhaven@pobox.com e www.mhaven.net
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Form 8621: MTM Gain (Loss)

EEILATREN PR el RIS Bl S BBl A R I a . . & N 5 I = I

-1gd\")  Gain or (Loss) From Mark- tn-Market Electmn {see mstructlons}
10a Enter the fair market value of your PFIC stock attheend of thetaxyear . . . . . . . . . . . . |10a
b Enter your adjusted basis in the stock at the end of the tax year . . . e I L1

¢ Subfract line 10b from ling 10a. If a gain, do not complete lines 11 and 12. Include Mjn‘t as ordinary
income on your tax return. If a loss, go to line 11 . 10c

11 Enter any unreversaed inclusions (as defined in section 1296(d)) . . . . . . e . 11
12 Enter the loss from line 10¢g, but only to the extent of unreversed inclusions on

nclude this amount as

an ordinary loss on your tax return . .. s e . 12

13 If you sold or otherwise disposed of any section 12‘96 sto-::k isee ins -::tit'] during the tax year:
a Enter the fair market value of the stock on the date of sale or dispositi 13a
13b

Subfract line 13b from line 13a. If a gain, do not complets lin de this amount as ordinary income on
your tax retumn. If a loss, go to line 14 . . T I e T

14a Enter any unreversed inclusions (as defined in section 1@ N I I
b Enter the loss from line 13c, but only to the ext ed inclusions on line 14a. Include this amount as

an ordinary loss on your tax return. If the loss on xceeds unreversed inclusions on line 14a, complete

ling 14c .

b Enter the adjusted basis of the stock on the date of sale or dlspcz

14b

¢ Enter the amount by which the loss on line ds unreversed inclusions on line 14a. Include this amount
on your tax return according to the rules g ly applicable for losses provided elsewhere in the Code and
regulations . . . . R e I T
MNote: See instructions in case Df mulhple sales or dISDDSIDDI‘ls

Form 8621 (Rev. 12-2018)
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Form 8621: Excess Distributions

Form 8621 {Rev. 12-2018) Page 3

Distributions From and Dispositions of Stock of a Section 1291 Fund (see instructions)
Complete a separate Part V for each excess distribution and disposition. See instructions.

15a Enter your total distributions from the section 1291 fund during the current tax yesar with respect to the
applicable stock. If the holding period of the stock began in the current tax year, seeinstrugtions . . . . | 15a

b Enter the total distributions {reduced by the portions of such distributions that were exce jbutions but
not included in income under section 1291(a)(1){B)) made by the fund with respect to e stock for
each of the 3 years preceding the current tax year (or if shorter, the portion of the shar s holding period

before the current tax year) . - . . . . . |[15b
¢ Divide line 15b by 3.0. (Ses instructions if the number of precedlng tax years is Ie J.o. . . . . |15
d Multiply line 15¢c by 125% (1.25) ) S I £
e Subtract line 15d from line 15a. This amount, if more than zero, is the &n’bmion with respect to the

applicable stock. If there is an excess distribution, complete line 1 ess and you did not dispose of

stock during the tax year, do not complete the rest of Part V. S ctions if you received more than one

distribution during the current tax year. Also, see instructions, reporting a nonexcess distribution on

your income tax return e I T
f Enter gain or loss from the dlspusmcm a‘f stcu:k cri as 91 fund or former section 1221 fund. If a gain,

complete line 16. If a loss, show it in brackets agd pletelnet6 . . . . . . . . . . . 15f

attach a statement for each excess distribution and
of stock or block of shares held. Allocate the excess
rod. Add all amounts that are allocated to days in each tax

16a K there is a positive amount on line 152 or 15
disposition. Show your holding period for
distribution or gain to each day in your
year.

b Enter the total of the amounts determined in lin® 16a that are allocable to the cumrent tax year and tax years before the
foreign corporation became a PFIG (pre-PFIC years). Enter these amounts on your income tax return as other income | 16b

¢ Enter the aggregate increases in tax (before credits) for each tax year in your holding period (other than the
current tax year and pre-PFIC years). See instructions . . . . . . . . . . . . . . . . . |16c
Foreign tax credit (see instructions) . . . . . . .| 16d
Subtract line 16d from line 16¢. Enter this amount on your income tax returmn as ”addmanal tax.” See instructions 16e

Determine interest on each net increase in tax determined on line 16e using the rates and methods of section
6621, Enter the aggregate amount of interest here. See instructions . . . . . . . . . . . 16f

Form 8621 {Rav. 12-2018)
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Form 8621: Prior Year Elections

Fomm BE21 [Rav. 12-2018)

=X  Status of Prior Year Section 1204 Elections and Termination of Section 1204 Elections
Complete a separate column for each outstanding election.

pPage 4

17

18

19

Complete lines 17 through
20 to report the status of
outstanding pricr year
saction 1204 elections.

Tax year of u::u.rsta."r:lin-;
election .

Undistributed earnings to
which the election relates

Defered tax

Interest accrued on defemed
tau {line 19) as of the filing dats

v

i d

Complete lines 21 through 24
only if a section 1204
election is terminated in the
current year.

Event terminating election

Eamings distributed or
deemed distributed during the
tax year .

Defered tax dus with this
return L.

Accrued interest due with this
returm.

Complete lines 25 and 25
only if there is a partial
termination of a section
1204 election in the current
tax year.

Deferred tex outstanding after
partial termination of election.
Subtract line 23 from line 19 .

Interest accrued after partial
tesmination of election.
Subtract line 24 from line 20 .

Copyright © 2022

rorm 8621 Rev. 12-201
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Polling Question # 6

All of the following taxpayers are erpt from Form
8621 filing requirements except: @

&

®
J Non-resident aliens zQ

] Residents of Puer$|co
J Shareholders ave held a PFIC for less than
one month ear-end

d Taxpayers eligible to claim an applicable treaty-
based position
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Page 15

Non-compliance

No monetary penalty

— BUT costly consequences if no QEF or MTM ele made - subject to
Excess Distribution tax computation

?re Form 1040

BUT failure to file suspends SOL o

— If reasonable cause, suspended ill apply only to Form 8621

o

Penalties may be impogwn

other FATCA forms ( FICs must
be disclosed on Form 8938 unless
reported on 8621)
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if >75% of gross inc OR > 50% of

PFIC

Appendix B

assets are passive

CORPORATION

OTHER ENTITY

NO PASSIVE INCOME

--> 8938 & FBAR

Is not a PFIC
--> 8938 & FBAR

Foreign Entity

Copyright © 2022

QEF ELECTION (§1295)

--> (un)distributed inc & gains all
annually

-->no glfd div, no deducti

o

--> gain on sale in excess, 0
capital

--> gain/loss based

--> gain on sale in excess of basis taxed as
capital gain

DEFAULT (§1291)

--> no annual inc recognition

<

ual change of FMV | _|

c

4

NO REPORTABLE EVENT
-->8938 & FBAR

DISTRIBUTION OR DISPOSITION
--> 8938 & FBAR & 8621

--> Distribution or gain on sale treated as Excess
Distribution

Jldd

ig Monica Haven, EA, JD, LLM e (310) 286-9161 e mhaven@pobox.com e www.mhaven.net
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Page 16

Foreign Trusts

Established to vest responsibility in trustees for protection &
conservation of property

Parties: @

— Grantor creates & funds entity

— Trustee assumes fiduciary responsij may be grantor)
— Beneficiary is ultimate reC|p|en st assets

Most familiar vehicle i

= Grantor (living or family) Trust

Foreign Retirement Accounts (non-qualified as per ERISA)

— Assets invested & preserved by Plan Administrator (= trustee)
— For the benefit of employees (= beneficiaries)

Copyright © 2022
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Page 16
Two Types of Foreign Trusts

* Exempt
— Must be organized in the US \
— Non-discriminatory e

— Contribution limits Q

— Distribution restrictions Q‘

E US regulations

ards

* Non-exempt

— Are not created to com

— Do not conform to U

By default, almost all foreign trusts — retirement

accounts — are non-exempt

Copyright © 2022 ~ == Monica Haven, EA, JD, LLM e (310) 286-9161 e mhaven@pobox.com e www.mhaven.net
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Page 17

Types of Non-exempt Trusts

Depends on ownership of trust

— Foreign Employees’ Trust ' “‘ ! “5
— Foreign Grantor Trust - \3'
& S
<A

o
e Grantor Trusts are subject to enéed reporting req’s
— Must file Forms 3520 & 3520-A

— May be required to file Fornw if invested in PFIC (e.g. mutual funds)

ALL trusts —

Ign retirement accounts — must
file Form 8938 & FinCEN 114

Copyright © 2022
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Page 17

Employees’ Trust

Contributions by employER > employEE

— Employee is not owner

Plan must: muﬂ
— Be non-discriminatory Q

— Not favor highly compensated emplo ®

C
Tax treatment *

— Employer contributions

o taxable wage income
— Employee contributi not tax-deductible
erred

— Distributions taxed @ LIFO: Deferred growth 1%, then tax-free return of basis

— Income & growth tax-

No Forms 3520 & 3520-A req'd

Copyright © 2022 ~ == Monica Haven, EA, JD, LLM e (310) 286-9161 e mhaven@pobox.com e www.mhaven.net
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Page 18

Foreign Grantor Trust

* Tax treatment
— Income inclusion of all contributed amounts \
— Tax recognition of all (un)distributed earnin
— Annual submission of Forms 3520 & 3520-/6

— Form 8621 (if invested in PFIC) Q‘

— Form 8938 & FinCEN 114 |

* Tax treaty (if applicable@verride standard rules

EVERY analysis of foreign retirement account should

begin with search for applicable treaty provisions
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Appendix C

Not "qualified" as per IRC §4

FOREIGN RETIREMENT ARRANGEMENT
Generally deemed to be "trusts"

01

DEFINED BENEFIT
Contributions = Unearned Inc
No 2555 (but 1116 okay)

DEFINED CONTRIBUTION
Who funded the acct?

No acct. # --> no FBAR or 8938

PLOYEES' TRUST

FOREIGN GRANTOR TRUST
EmployEE cntrbtns > EmployER cntrbtns
Contributions & growth taxed annually
No tax on distributions
Form 8938 & FBAR

Forms 3520 & 3520-A (unless tax-
favored trust as per Notice 2020-17)

Form 8621 (if PFIC)

= Monica Haven, EA, JD

Copyright © 2022

Empl cntrbtns > EmployEE cntrbtns
‘Zontributions taxed currently
Growth taxed at distribution
Form 8938 & FBAR
0 Forms 3520 & 3520-A (since employees # owners)
No Form 8621

NON-DISCRIMINATORY
Most plans, incl Australian Superannuation,
Indian Provident , Singaporean CPF
Contributions taxed currently
Growth (in excess of basis) taxed at distribution

HIGHLY COMPENSATED EMPLOYEES
Contributions & growth taxed annually
No tax on distributions

, LLM e (310) 286-9161 @ mhaven@pobox.com e www.mhaven.net
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Polling Question # 7

Foreign retirement accounts are deeréto be trusts,

potentially subject to Form 3520 fiIQ requirements.
O°

3 True Ac

d False Q

&

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

Copyright © 2022 ~ "=
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Page 19

Form 3520

e US persons must report:

* Reportable events: Qg
m

Creation of foreign trusts & all reportable events
Gifts & bequests in excess of $100K received from abroad

Transfer of money or property to foreign trust [so

o

xceptions]

Death of a US grantor of foreign trust

Conversion of domestic to foreign trust

S

[in 2021] from foreign corp or partnership

Sales to foreign not that are not ar
Receipt of (in)direct distributign
Receipt of non-taxable gift >

e Rules

File separate form for each foreign trust
Spouses may file joint form if same foreign trust
Gifts from related parties must be aggregated to determine if threshold met

Copyright © 2022 ~ == Monica Haven, EA, JD, LLM e (310) 286-9161 e mhaven@pobox.com e www.mhaven.net
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Page 19
Gifts from Abroad

No Form 3520 required

— Grandpa writes check for S20K to granddaughter
— S100K filing threshold not met

Form 3520 required

4

o
to send S20K check

o threshold amount for trust
-A (beneficiary stmt.)

— Grandpa instructs trustee of foreign t

— Granddaughter must file Form 3
distribution] and attach For

— Granddaughter must fil

te Form 3520-A if trustee does not file

Copyright © 2022
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mailto:mhaven@pobox.com
http://www.mhaven.net/

Page 19

Filing Exceptions

Most FMV transfers unless transfers of certain loan obligations,
appreciated property when transferor does

%trecognize gain, & those
involving related parties

<

Transfers to & distributions from forwrusts recognized as §501(c)(3)
orgs & other exempt trusts

<&

Canadian registered retirement savings
istered retirement income funds (RRIF)

Transfers to & distributio
plans (RRSP) & Canadi

Distributions from foreign trusts reported as taxable compensation

Copyright © 2022 ~ ==
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Page 20
New Exception

Rev. Proc. 2020-17 (March 16, 2020)

No filing if “eligible individual”

— US citizen or resident alien

@
— Tax compliant for 3 years Q

— Report all income/distributions f&eign trust

enalties previously assessed [Form 843]

g with a tax-favored foreign trust
— No need to file Forms 3520 & 3520-A if otherwise compliant

May request abatemen
if eligible individual d

— If non-compliant, must file omitted Forms 1040 (1040X), 3520 & 3520-A >
eligible for future relief

Copyright © 2022
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. Page 20
Tax-favored Foreign Trusts

e Established to provide pension & retirement benefits
— Non-discriminatory

— Limit contributions to percentage of plan participant’s wages (max S5K/year;

$1 million lifetime) ‘

— Restrict withdrawals z
— Provide annual reports to foreign regulatoo

E ;

e Established to provide medica @a ility & educational benefits
— Contributions < $10,000/yea K lifetime)
— Restrict withdrawals

— Tax-favored under loc

— Provide annual repor foreign regulators

Most foreign retirement accounts now exempt
from 3520 & 3520-A filings

Copyright © 2022 ~ == Monica Haven, EA, JD, LLM e (310) 286-9161 e mhaven@pobox.com e www.mhaven.net
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Page 21
Form 3520 Deadline & Penalties

Individuals (or Decedents)
— Due April 15th (plus extensions)

— Form 1040 extension applies to Form 3520 but m&ck box 1k on Page 1 to

cross-reference

o
Must file Form 3520 whether or no me tax return is due

Form 3520 is mailed sepa

wot submitted with Form 1040
Penalties &

— Failure to file = 35% of gross reportable amount (min. S10K)

— Failure to report gift = 5% per month of the value of gift (max. 25%)
— No SOL until filed

Copyright © 2022 ~ == Monica Haven, EA, JD, LLM e (310) 286-9161 e mhaven@pobox.com e www.mhaven.net
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Form 3520: Who is Filer?

3520 Annual Return To HEPGH’ Transactlons With OME N, 15451

F

o Furelgn Trusts and Recelpt of Certaln Furelgn Glfts ﬁtﬂ" g
reasy &“

Pepartent of the Treasury » Go to www.irs.gov/Form3520 for instructions and the latest information. =

Note: All information miest be in English. Show all amounts in U.S. dollars. File 3 separate Form 3520 for each foreign trust.

For calendar yaar 2019, or tax year beginning , 2019, ending .20

A Check appropriate boxes: [ Initial return [ Initial retumn {extension filed) [ Final [] Amended retum
B Check box that applies to person filing retum: [J Individual [J Parnership [JC Trust  [] Executor
& Check if any excepted specified foreign financial assets are reported on this form (see ons) . . . . . . . . . 0O

Check all applicable boxes.
[ fa) You are a S, transferor who, directly or indirectly, transfarred money or other
{b) You are a LS. person who (1) during the current tax year, transfemsd property (includ
the trust) in exchange for an obligation, or (2) holds a qualified obligation from the frust that
the estate of a ULS. decedent and (1) the decedent made a transfer to a foreign trust by
of any portion of a foreign trust immedistely prior to death, or {3) the
Complete all applicable identifying information requested below and Pa
[0 *ou are & US. owner of all or any portion of & foreign frust at any

requested below and Part Il of the form and ==& the instructions
answersd “Mo” to line 3 and Part lll. See the instructions for Paris |

uring the cument tex year fo & foreign trust,
o & related foreign trust (or a person related 1o
ently outstanding, or (g} You are the executor of
on of death, (2) the decedent was freated &s the owner
included any porfion of the assete of a forsign trust.
rm and see the instructions for Part L.

tew year. Complete all applicable identifying information
. Yol may also need to complete lines 15 through 18 of Part | if you

estate of a U5, person who, during the cument tax year, received, directly
whi is a LS. owner or benaficiary of a foreign frust and in the cument tax
or markstable securities, directly or indirectly, from such foreign trust, or (2} the
o i3 8 U.S. owner or beneficiany of a foreign trust and in the cumrent tax year
yours or 8 LS. person related to you. Complete all applicable identifying
sae the instructions for Part 1L

, received cerfain gifts or bequests from a foreign person. Complete all applicable
the form and see the instructions for Part IV,

0 k2 baing flled (222 Instructions) b Identifcaton number

[ {a) You are a US. parson fincluding a ULS. cwner) or an
of indirectly, a distribution from a foreign trust, [b) You are
year, you or & LS. person related to you received (1) a ko
uncompensated use of trust property, or (o) You are a U
such foreign trust holde an outstanding qusk i
information requested below and Part Il of

[0 *ou are a .5, person who, during the
identifying information requested below
78 Name of U5 parsons) with respect io

¢ Mumier, streat, and room or sulte na. [t a P , 8 Instructions) d Spouse's ldentfication number

e ity or town 1 Siate of province @ 2P o foreign postal coos| h Gountry

Check tha bo if you are masmied and filing a joint 2019 income tax retum, and you e filing & joint Form 3520 with your spousa. []
Service center where ULS. person’s tax retumisfiled . . . . . . . . . . . o . . . o W

k | an extension was requested for the tax return, check this box [] and enter the form number of the tax retum to be filed. »

Za  Name O loreign FUst (1 applcans) | D{1) Empioyer identincaton nEmoer (17 any)

Copyright © 2022 = Monica Haven, EA, JD, LLM e (310) 286-9161 e mhaven@pobox.com e www.mhaven.net
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Form 3520: Transfers TO Forelgn Trust

Form 3820 {2018)

m Transfers by U.5. Persons to a Foreign Trust Dunng the Current Tax Year (s=e instruchons)
53 Mame of Fust craator b Address € IoantmEcation nummoear (i eny)

6a Couniry code of country whana trust was created | b Counlry code of country whose law goverms the trust | ©  Date trust was created

Ta  Will any person [other than the forsign trust) be treated as the owner of the transfermed assets afier [J¥es [JHMo
b ] ] gy
Name of all forsign Adicress Country of residence fon numiner, It any m‘ﬁuﬁme
B  Was the transfer & completed gift or bequest? if “Yes,” see inatructions . [ ¥es [ Ne
9a  Mow or at any time in the future, can any part of the income or corpus of th . [OYes [JHo
b I *Mo.” could the trust be revised or amended to benefit a LS. benefici . . ... .. . 0O%Yes One
10  Ressrved . . O ¥es [ Mo

Schedule A—Obligations of Trust (s=e nstructions)
11a During the cument tax year, did you transfer proparty (i
obligation of the trust or an obligation of a person related

If “¥es,” complete the rest of Schedule A, as applicabl

b Were any of the obligations you received (with res,

I *¥es,” complete the rest of Schedule A end
reporied on line 11(b). I these documents have been

I *Mo.” go to Scheduls B.

o & redated foreign trust in exchange for an

[seeinstructions)? . . . . . . . . . . Yes [JNe
L g0 to Schedule B.

er described in line 11a sbove) qualified obligations? . [ Yes [ Mo

document antared into with reepect to aach qualfisd cbligation
Form 3520 filed within the previous 3 years, ettach anfy relevent updates.

m i M)
Diate of transter ghving rise to ooligation Yiaid to maturtty FMV of obligation

12 With respect fo each qualified obligetion you reported on line 11b: Do you agres to extend the pericd of assessment of
any income or transfer tax atiributable fo the transfer, and any consequential income tax changea for each year that the
obligation is outstanding, to & date 3 years after the maturity date of the obligation? . . . e ... [ Yes [ Ne

Mote: You have the right to refuse to exitend the period of limitations or limit this extension to 8 mutually agreed-upon
izsueis} or mutually sgreed-upon pericd of time. Generally, if you refuse to extend the pericd of limitations with respect
to each quelified obligation you reported on line 11k, then such obligation is not a qualified obligation and you cannot
chieck “Yes" to the question on line 11b.

Copyright © 2022 Monica Haven, EA, JD, LLM e (310) 286-9161 @ mhaven@pobox.com e www.mhaven.net
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Form 3520: Distributions FROM Foreign Trust

Fas ] CHILET LI L s Wit U RIS L LR PTG RPURSL BRI o e e el i LT IR o W 2 L e s yedl = 3
mﬂ Distributions to a U.S. Person From a Foreign Trust During the Current Tax Year (see instructions)
Mote: If you received an amount from & portion of a foreign trust of which you are treated a3 the owner, only complste lines 24 and 27.
24  Cash amounts or FMWY of property received, directly or ndirecthy, during your cument tax yeer, from the foreign trust {exclude loans and uncompenssted
use of trust property includad on line 25).

i) it _ i {d) ] m
, FMEV of property received Description FuA of propearty Excess of Columin g}
Datle of Qistriution | - Description of proparty recelved | vsermined on oate of dstribution)|  rans trar=ferrag aver column je!

&

Totals L 3

25 During your current tax year, did you (or &
from & related foreign trust (including an exten
I “Yes,” complete columns (8} throwgh (g} bel

| receive & loan or uncompensated use of trust property
it Upon the purchase of property from thetrust)? . . . . . [ Yes [JMNe
loan or uss of thust property.

Mote: Ses instructions for additional inf nciuding how to complete columns (a) through {gf for wse of trust
property.
B il
{8) o) 16 the oollgation & m " "
FMV of loan proceeds | Date of original 1 Inferest rate |=gyuainad :,L;| Hono FMV of quaiified Amourt Ireated & distributon
o in o repaymant of i gation oSt Tom tha trust (subéract
property anaact obligation o= Yes No 4 Colmin {7) from Column (2}
L e -
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Form 3520: Tax Due on Distributions Received

o AR L PR e e

Schedule A—Default Calculation of Trust Distributions (s=e instructions)
Enter amount from line 27 . . . Coe e o
Mumiber of years the trust has been a fctergn trust [see |n5111.mm5:| .

Enter total distributions received from the foreign trust during the 3 precedrrg fax years ic-r l.i.rng the number of
years the trust has been a forsign trust, if fewerthan 3) . . . . R R e

BEE

34 Multiply line 33 by 125 . oo
35 Average distribution. Divide line 34 b'g.' EI ic-r the- nurnb-er I:If YEErS lhe trust haﬁ been a lureu;n tru than 3)

and enter the result . . . R S e e L
3  Amount treated as ordinary income eamed in the cument year. Enter the smaller of line 31 e
37 Amount treated as accumulation distribution. Subtract Bne 36 from line 31, f -0-, do mot of Part Il
38  Applicable number of years of frust. Divide line 32 by 2 and enter the result here .

Schedule B—Actual Calculation of Trust Distrib ee instructions)
3@  Enter amount from line 27 . . . . P
40a Amount treated = ordinary income i the current tax year . . R
b Oualified dividends . . L 3

d#a Amount treated a5 accumuletion distribution. if -0-, do not mmpl ,Part il . .

b Amount of line 41a that is tax exsmpt . . L3
42a Amount treated as net short-term capital gain in 'Ihe current .

b Amount treated as net long-term capital gain in the curre . R

¢ 2B8% rate gain . L3

d Unrecaptured section 1251] gain L3
43  Amount treated s distribution from trust e e
44  Enter any other distributed amount receiv reign trust not included on lines 40a, 41a, 428, 42b, and 43

(attach explanation) . . . . Y o oL L oo L e e e 40

45  Amount of foreign trust's aggregate income . . . . . . . . . . . . . L .. 1 0 ke ,‘5’
48  Amount of foreign trust’s weight net income . .. e e e e 0
47  Applicable number of years of frust’ ine 46 by line 45 and enter 1he result here I-

Schedule’C —Calculation of Interest Gharge [see instruchons)
Enter accumulation distribution from line 37 or 41a, as applicable . Lo s
Emter tax on total sccumulation distribution from line 28 of Form 4970 (attach Form 4970 —see nT‘%ﬂ .
Enter applicable number of years of foreign trust from line 38 or 47, as applicable jround

to nearsst haff-year) . . . - A edk
Combined |nlE-restrE|te|mposedmlhem‘talaﬂ::umulatlun dlstnbl.lil-:m:see imatructions}) . . . . s

Interest charge. Multiply the amount on line 48 by the combined interest rate online 51 . .

Tax atiributable to accumulation distributions. Add lines 49 and 52, Enherhereandas“addmnrm] ‘tm:"nnybur

2

BB

Form 3520 2mm
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Form 3520: Gifts & Bequests

Formm 3520 (2018) Paga B
m U.5. Recipients of Gifts or Bequests Received During the Current Tax Year From Forsign Persons
(sea instructions)
54  During your current tax year, did you receive more tham 5100,000 that you freated as gifts or beguests from &
nonrasident elien (including a distribution received from &8 domestic trust treated as own a foreign person) or &
foreign estate? See instructions for special rules regarding related donors . .. e e e oo O Yes [ He

lf “¥es,” complste columns (g) theough (o) with respect to each such gift or be-quest in ex . i more spacs is
nesded, attach & statement.

Dt of i<
aéﬁuﬂ Description of property recetved FMV of property raceived

e e e e . e |5
treated as gifts from & foreign corporation or &
shic tnust treated as owned by a forsign person)? See

5t During your cument tax year, did you receive more than 316
foreign partmership (inchuding & distribution received

instructions regarding related donors . . B (] Yes [ Ne
li “Yes,” complete columns (3] through (g) with resps@ito 888 such gift. Iif more space is needed, attach a statement.
d)
*“’ ol fel ]
Date of gt Mama of forelgn donor Anidress of fonelgn donor IﬂEfmlu;ﬂaTTmmtef_
=) n a
Check the box that appiles to the forsign donor Desarption of pro — —— i

Corporation Parinership
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Iml Polling Question # 8

Form 3520 is due 4/15 and must be filed:

&

J With Form 1040.

1 Separately from Forr@O

&

Copyright © 2022 © Monlca Haven, EA, JD, LLM e (310) 286-9161 @ mhaven@pobox.com e www.mhaven.net
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Page 22

Foreign Trust Filing Req.

* Info return required to be filed if trust has US owner

* Should be filed by trus Qoreign trust

Income Statement ‘
Balance Sheet @

Owner Statement (incl income allocable to owner - reportable on Form

1040) 9 .,3
ution received "

Beneficiary Statement if (in) dlrect

If not filed, US ow
“to the best of his a

st prepare substitute Form 3520-A
lity”

e Exception for tax-favored foreign trusts applies [Rev. Proc. 2020-17]

Copyright © 2022
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Page 22

Form 3520-A Deadline & Penaltles

e Due March 15t
— Use Form 7004 to extend for 6 months
— COVID-19 extension does not apply ‘

 Must provide Statements (pp. 3 —-5) to rs & Beneficiaries by 3/15
r?’cmt must be furnished

3520 to include reportable income

— If beneficiary is also an owner, only Ow
— Owner/Bene must attach stmt to h|s

O

* Penalties
— Failure to file 3520-A = 59 oss value of trust assets at year-end (min $10K)
— Failure to file Owner Stmt& 5% of US owner’s allocable assets (min S10K)
— Additional penalty for every 90-day period after IRS notification of non-compliance

— If US owner subject to accuracy-related penalty on Form 1040 due attributable to
foreign trust asset, penalty may be increased from 20 to 40%

— Possible criminal penalties
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Form 3520-A: Trust Info

= 3520-A Annual Informatlon Return of Forelgn OMB No. 1545-0158
orm Tru;&&m‘d:l'lth ?ﬁéﬁi&%ﬁ"er 2049

. I seC 210
nmﬂﬂgﬁéw * Go to www.irs. govi/Form35204 for instructions and the latest information

Mote: All information must be in English. Show all amounts in U.S. dollars.

For calendar year 2018, of tax yaar beginning , 20114, anding .20

Check appropriate boxes. [ Initial retum [] Final retum [ Amendad retu

Chick if any excepted specified forsign financial assets are reported on this form (ses instructions) -

IEEXIN  General Information (see instructions)
1a Mame of foreign trust

b(1] Employer identification number

¢ Mumber, sireet, and room or suite no. {if & P.O. box, see instructions) b2} Reference ID numbsr (3= instnuctions)

IPD!"\pualaJ code{l g Country

provide the IRS with all the ralevant

d City or town e Siate or province

2 [hid the foreign trust appoint a U5, agent (defined in the instru
trust information? .

If “¥es,” skip lines 2a through 2e and go to line 3.

I “No,” you are required to sttach a copy of all trust d indicated below. i these documents have been attached to a Form 3520-A
filed within the previous 3 years, attach only relevan
Have you attached a copy of:
Surmmary of all written and oral agree
The trust instrument? . .
Memoranda or letters of wishes?

Subsequent variances to original &
Cther trust documents? .

Mame of LL5. agent

[ Yes [ Ne

Attached Year

N Previously  Attached

=]

prigs relating to the trust? .

oooog

O
O
O
O
O

Oooooog

ﬁ,mﬂ.ﬁﬂ'ﬁ

b Identification numbser

¢ Number, street, and room or suite no. (f a P.O. bow, see instructions)

d City or fown & State or provincs f ZIP or postal code g Country

4a Mame of trustes b Identification number, if any

¢ Mumber, street, and room or suite no. (if & P.O. bow, see instructions)

Copyright © 2022 Monica Haven, EA, JD, LLM e (310) 286-9161 @ mhaven@pobox.com e www.mhaven.net
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Form 3520-A:

Form 2520-A (2014)

Income Statement

Pape 2

Foreign Trust Income Statement

Enter totals from books and records of foreign trust (see instructions).

Interest
Dividends . .
(Gross rents and royalties

N B W ko=

Capital gains:

ket shori-term capital gain {loss)
b Met long-term capital gain (loss)
Crdinary gains (losseas)

Jther income (attach ststement)

Income
11}

Income (loss) from parmerships and quclanes _

]
T
B  Total income (add lines 1 through 7)
9 Interest expense |

Foreign tawes (attach ststement)

b State and local taxes .

11 Amortization and depreciation rdepletlun,u
Trustes and advisor fees

13 Charitable confributions .

14 Other expenses (attach statement)

16 Total expenses {add lines 9 through 14)
16 Met income [loss) (subtract line 15 fro

Expenses
Pa

1Ta Enter the fair market valua (FMV)
5. or forsign. Sees instructions §

b Distributions to 5. owners:

5 of distribution and perscm © . . . . . . . . . . #

fions (directly or indirectly) from the trust to 8l persons, whether

{1} Hame of cwmer

{1} Identcation numbear

() Date of distribution W) FMV on date of distribution

¢ Distributions to LS. bensficianes:

) Hame of beneficlary

) ldentication numbsar

() Date of distribution (W) FMY on date of distribution

Copyright © 2022
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Form 3520-A: Balance Sheet

m Foreign Trust Balance Sheet Beginning of Tax Year End of Tax Year
Assets 1] [13]] ] (d

Cash . . . . . - . - . . . . .
fAccounts receiveble . . . . . . . L . ‘
Morigages and notes receivabls . . . . . 4@

Inventories _ )

Gowemimeenit n:l:ulr;atln:na .

Ciier marketable securities .

Ciher nonmarketable securitiss .
Depreciable [depletable) assets . -
Less: accumulated depreciation (deplation)
Real property

Cither asseis (attach statement) .

-

—Sf e _ pNonewR

-

Total assats

Liahilities
12  Accounts payabls .
13  Contribufions, gifis, granis, etc., payable
14  Morpgages and notes payable
16  Ciher liabilities (attach statemant)
16  Total lisbilities .

Met Worth
17 Conitribufions to trust corpus
18  Accumulated trust income
19  Cither (attach staternent)

2 Total net worth (add lines 17 the :hugh 1EI,| .
o Tiotal ligbildies and nat worth {add lines 16 and 20§

rorm 3520-A pmy
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Form 3520-A: Owner Statement

Form 3520-A (2018) Form 3520-A (2019) Page 4

2019 Foreign Grantor Trust Owner Statemen 2019 Statement of Foreign Trust Income Attributable to U.5. Owner (s== instructions)

Important: Trustes must prepare & separate statement for esch ULS. owner and include & ot -
required to ssnd to sach LLS. ownar & copy of the owner's statemant. LS. owner Fisport each item on the proper form or schadule of your tax return.

1a  Mame of forsign trust ia Tawableinterest . . . . . . . . . . . SR S N =P ;
b Taxerempt merest Transfer to Form 1040
¢ Mumber, street, and room or suite no. {if 8 P.0. box, see instructions) 23  Totsl Dl\dil'lal'}' dividends . o
. - b Cualified dividends *
d City or town & State or provincs f IPorfoe @ _—
g 3 Grossrentsand royalties . . . - B B B
2  Did the foreign tnust appaint a .S, agent [defined in the insirustions) who cen providethe B £ | 4 Incomee from partnerships and fdmﬁl‘Eﬁ - - -
If “¥es,” complate ines 3a through 3g. &  Capital gains (losses) - . -
3a  Name of U.5. agent &  Ordinary gains (losses) B . B
Mumber, street, and it if & F.0. bow, see instructi 7 Other income (attach - - -
¢ Mumber, , and room or suite no. (if a P.O. see instructions) 8 Total inc i i i -
d City or town e State or province | f ZIPorp 8 - - -
4a  Mame of trustse 2 i . . .
T d _ TN Te— _ Amortization and depraciation (i - - -
¢ Number, sireet, and room or suite no. {if a P.O. see insfructions) 12 Trustee and sdvisor fees.

d City or town & State or province ZIP o p 13
14 oo
5 The first and last day of the tax year of the forsign trust to which 7% sigrment relates 15 Total expe ettough 14 . .
6a  Name of U.S. owner Under penalties of panury, | amined th '\\.r' Inciudiny ‘adge and
baliat, it 15 rue, comect,

¢ Mumber, street, and room or suite no. (if a P.0. box, ///xﬁ'uclmns}

d City or town 7{{ rovince | f ZIP or postal code

h  Senice Center where LS. owner files i‘ts/'ﬂ: & tax returns

£: that the foreign frust jor portion

10
the LS. owner.
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Form 3520-A: Bene Statement

Form 3520-A (2014) Paga 5

2019 Foreign Grantor Trust Beneficiary Statement
Imporiant: Trustes must prepare 3 separte statemeant for sach LLE. bensficlary that recefvad a3 distribution from the trust during the fax yaar and
Includs a copy of esch statament with Farm 3520-4. Trustee ks aiso required to sand {0 each such beneficiary & copy of the baneficlary's
siateymant. Each LLE. DE!'EI?D'E’}' must attech a cooy of iz sfateymant to #s Form 3520,

18 Name of foraign trust b{1) Employer identification number

€ MUmDer, srest, and room or EURte no. (7 & P.0. box, ese Insrucbons) B{Z)] Refersnce D NUTDer (82 METUCoNS)

d  City or town & State or province 1 DForforsgnpostElcode| g Country

2 Did the foreign frust appoint & U2, agent [dafined In the Instructions) who can prowkda the IRS with all ralevant trnsst
mormation? . . . L L L L L L L L L Lo Owes OW
i *¥es,” complete Ines 3a through 3g.
i *Mo,” do you agres that alther the IRS or the U.S. beneficlary can inspect and copy the trust's permanant books of
account, records, and such other gocuments that are necaessary o establish that the trust shoulkd be traated for US.
fE) pUIpOEes a5 owned by another person?
3a Name of U.S. agent

¢ Mumioer, sireet, and room or sulte no. T a P.O. box, sae Instructions)

1 2P Drpc-it%{ﬁ\‘* )2

@

d  City or town & State or province

43 MName of tustes

d  City ortown & State or pro

5  Thefret and last day of the tax year of the foreign trust L
8a MName of U.2. banaficiary

d  City or town e Siale or province

7  Cash amounts or FMV of propery that during the current tax year w _. (1) distributed directly o Indiractly to & LS. person whatner or not the
LS. person IS Gasignated &5 A benefclary of the trust, (2) loaned (exciude Ioans Feated a5 qualied obligations) directty or Indrecty 1o the
UL, parson whao |s @ beneiclary of the frust or 8 U.2. person related to that U.S. person, or [3) used by the LS. parson who |s & beneficlary of
the trust or a LS. parson related to that LS. parson without compansating the trust for tha FMV of the uss of the proparty within a reascnable
pariod of time. {Ses e nstructions for Part 11l of Form 3520 for .S, tax treatment of thase amounts)

fa} &) e i T
e B e I'ducﬂmﬂ mmng‘d:ﬂ:v.r.inn] nnfzﬂm‘iﬂw Fl.:.l'_:j‘mny m%ﬂﬁ[:]

Trane'l-'v.r te Fnrm '2520’ Part 11

T ATTVY \“4 NN L]
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Compliance comes at a steep price

e (Costs

— Tax preparation \
— Legal fees @

— Penalties Q

— Relief programs (but not amnesty) ®

e Taxes due if high-income U”x‘payer buys mutual funds & holds for
13 months

— If domestic fund: Ta»&stributed earnings + 20% rate on gain on sale
— If foreign fund: Tax onY(un)distributed earnings + 37% on gain on sale

{Think hard before investing abroad]
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Don’t try this at home

Form 8621
— 4 pages
— 13 pages of instructions

— Average prep time = 37 hours

Form 3520 Q‘
— 6 pages c
— 12 pages of instructions *

— Average prep time = 49§
* Form 3520-A 6

— 5 pages

— 7 pages of instructions

— Average prep time = 40 hours
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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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