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0|27 Single/MFS 50,000 75,000
Married Filing 100,000 150,000
Jointly

St=2HZE Single/MFS 200,000 300,000
Married Filing 400,000 600,000
Jointly
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US tax for foreigners (&=350)
=

> Estate and Gift taxation

US citizen and foreign citizens domiciled in US - differ from tax
purpose resident

Domicile: resides and no definite present intention of later
removing therefrom.

Facts and circumstance tests

No current estate treaty between US and Korea

> NRNC (Non-residents, Non US citizens)

US situs assets only (excludes intangible assets) including cash,
car, jewelry, artworks etc

Unlimited exclusions for gifts for education and medical exp
Gift to spouse: $148,000/year Others $14,000/year (2016)
Estate tax exemption: $60,000
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Form W-8BEN-E

» Form W-8BEN-E (Certificate of Status of Beneficial Owner of
United States Tax Withholding and Reporting (Entities)
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Treaty Tie-Breakers

« Are you a U.S. tax resident?
— Lawful permanent resident (i.e. “green card”)
— Substantial presence test (a number of days test, i.e. >=183 days)
"Closer connection” exception (i.e. closer connection to Korea)

U.S. tax resident - subject to worldwide taxation

If you are a U.S. tax resident and a tax resident under Korean tax laws,

then you may consider the treaty tie-breaker exception (to worldwide tax).
— U.S.-Korea double tax treaty (the "Treaty”) established a single residence (i.e. Korea)
— Thus, not taxed on worldwide income, only U.S. source income

Claiming tie-breaker provision requires filing Form 8833

Establishing non-U.S. tax residency under the tie-breaker provision
— Legal analysis,; highly factual; supported by case law, OECD commentary,
international cases




Treaty Tie-Breakers (cont.)

« Tie-breaker factors
— Permanent Home (i.e. own, lease, personal property);

— Center of Vital Interest
* Personal Relationships
» Business
 Political vote
* Property owned in both U.S. and Korea (comparative)
 Stocks, bonds, checking accounts
« Insurance (i.e. life, health, vehicle)
— Habitual Abode
« Personal memberships (fitness center, golf club)
« Time spent in Korea and U.S. (comparative)

— Citizenship

- Establish residency through this legal analysis
— CKP role as advocate for taxpayer; provide legal opinion letter




Closer Connection Exception
=

« Closer Connection factors
— Similar to tie-breaker factors; very factual; legal analysis

— Common factors
* Permanent home
« Location of family
« Location of personal belongings
 Political and religious organizations
« Location of business activities

— Must file Form 8840 (Closer Connection Exemption Statement for Aliens)




Compliance and Other Issues for Tie-Breaker Aliens

* File an income tax return for U.S. source income=> Form 1040NR

« International Reporting Forms
— Need to evaluate what other forms a tie-breaker alien must file
— Failure to file could result in severe civil penalties
— Form 8938 (Foreign Financial Assets Reporting Form)

— FinCen Form 114

» Subject of this seminar; hot issue item per IRS agenda and FATCA
— Form 5471 (owning foreign stock, resident alien a office/director)
— Other relevant forms:

« Form 8865 (partner in foreign partnership)

« Form 3520 (foreign trusts)

« Form 926 (non-recognition transfers of property)
* Form 8621 (PFIC)

- Immigration law issues — tie breaker election risks losing green card




Contact Us

Los Angeles Office

3435 Wilshire Blvd., Suite 2240
Los Angeles, CA 90010

T: (213) 480-9100

F: (213) 480-9107

Houston Office

2950 North Loop West, Suite 500
Houston, TX 77092
T: (713) 730-7755
F: (713) 730-7501

San Diego Office

7675 Dagget St., Suite 360
San Diego, CA 92111

T: (858) 560-5200

F: (858) 560-5697

Irvine Office

2010 Main St., Suite 520
Irvine, CA 92614

T: (949) 757-0900

F: (949) 757-0668

Montgomery Office

6743 Taylor Circle
Montgomery, AL 36117
T: (334) 356-5550
F: (334) 356-8880

Fort Lee Office

400 Kelby St. 11th Fl. Suite H
Fort Lee, NJ 07024
T: (201) 585-7200
F: (201) 585-7203

San Mateo Office

1810 Gateway Drive, Suite 115
San Mateo, CA 94404

T: (650) 937-1040

F: (650) 937-0002

LaGrange Office

1510 Lafayette Pkwy #C1
LaGrange, GA 30240

T: (706) 416-2655

F: (706) 416-2640




