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/1 Circular 230 Disclosure

Any tax advice contained in the body of this
presentation was not intended or written to be
used, and cannot be used, by the recipient for the
purpose of avoiding penaltles that may be
Imposed under the Internal Revenue Code or
applicable state or local tax law provisions.
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How to Tackle Postdoc Tax
a Issues?

yA

What Tax
/] | | |Forms Must |
Can | claim a File?
/] | | | benefit from a
How is that tax treaty?
A | | | Type of
What Type of Income
| | |Income am | Taxed?
Amla Earning?
Resident or
Nonresident?
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Resident vs. Nonresident
'l Tax Status

» Why is it important to determine whether you are deemed to
be a Resident or Nonresident of the US?

US Resident- US Nonresident Alien-
Worldwide Income US Source Income

> Isitachoice?

» Does it correspond to your visa status?
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Statutory Tests for Determining
1 Residency Status

> Greencard Test

> Substantial Presence Test

s Atleast 31 days in the US in the current year AND

O/

s At least 183 days in the US over the last 3 years (weighted-average)

> But....

O/

% Closer connection exception could apply if in the US fewer than 183
days in the current year and have a closer connection to a tax home in
a foreign country, or...

s Tax treaty tie-breaker residency provisions, or...

s Use of the “Exempt Individual” Rules
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'M Exempt Individual

» Exemption from counting days NOT from being exempt from US
tax

» May be able to protect nonresident status and avoid worldwide
taxation in the US

» Exempt status provisions for teachers/trainees. To qualify,
individual must be:

%  Temporarily in the US under a J or Q visa other than as a student
s Can demonstrate compliance with standards of visa

s Do not need to actually be teaching or being trained to qualify

» Immediate family

» Not an indefinite exemption- teacher/trainee cannot be an exempt
individual for more than any part of two or more of the six
calendar years preceding the testing year
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ypical Nonresident Alien
Postdoc Income Sources

Compensation for Services

Fellowship Grant

US Source Investment Income
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Nonresident Fellowship Grant vs.

( Compensation
Categ ory Generally post-doctoral fellows Generally post-doctoral
associates
Statuto ry IRC 8117 (but generally postdocs Limited exclusions
Exclusions won't received exempt payments)
Sourcin g Residence of payor Where services are performed
Withholdin g Reduced 14% withholding rate on Income tax withheld at source
payments for nonqualified expenses; or through paycheck
no Massachusetts withholding
FICA Not subject to FICA withholding Subject to FICA withholding
(with some exceptions)
Tax Treaties Student Article Teacher/Researcher Article
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'M FICA/Self-employment Taxes

» Nonresident alien FICA exemption
% Nonresident under substantial presence test
% IsanF J, Mor Q visa holder
s Is performing services to carry out the purposes of his visa

+* Should be automatic
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Treaty Benefits for
A Compensation

» Teacher/Researcher Article
» Variations in treaty language include:

* What is the time limit of the available exclusion?

*» Must your visit be "expected to last” within that time
frame?

* Is the exemption lost retroactively if time period is
exceeded?

s Can you re-use the exemption?

» Can you claim it immediately after a student
exemption?
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Sample Treaty Provisions

Treaty Teacher/ Time Limit Other Restrictions
Country Researcher
Article

Exemption lost retroactively if stay
exceeds 2 years

2 Years
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Tax Treaty Countries Without
‘ Teacher/Researcher Provision

Australia Mexico

Morocco
Barbados New Zealand

ussia |

Canada South Africa

Denmark Sri Lanka

Sweden

Ireland Switzerland

unisia
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Nonresident Investment Income

A

s Sourcing Rules
s 30% FDAP Withholding

s Some statutory exclusions (i.e. portfolio interest
exception)

% Some treaty exclusions and/or reduced treaty rates

s Still reportable on US tax return (assuming you have
other types of income to report)
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n Withholding Forms

From on
rem 3233 for Independent (and Certain Dependent) Personal PR— o W-8BEN Certificate of Foreign Status of Beneficial Owner
of a Alien (R Fobeuary 2006) for United States Tax Withholding oMB Mo, 16251621
- Seo separate instructions. Oogartmont ot tha Troasry | P Secti . > See
il v S > Give this form to the o payer. Do not send to the IRS.
Who Should IF you are & nonresident allen ndividual who s THEN, If you are the beneficial owner of that e [rr—
Use This Form? | recening . . - Income, e this form 10 clam 15 porson, i okt aber st stoad, use Form:
Note: For Compensation tor ndependent porsonal A tax treaty withhiokding Sxempton 1 & Aperson ciskrind 1l lecome & SEO\els SOrIWCHRS WA The cONBSH -
s | services porformed in the United States e ot services, Business 5inass in the U - ’
MA;’?:‘-:;:,:,; Lm..-., ot pa o ai of that compensa o Atoroon i, forson s e o oo i it (e i o axopors) WBECH or W.BIMY
ot 15 clirn the Sy Personal axempion e, oruign tax-oxormp argariation,
,,,, ,m,;, ‘en amount. forsign pivate fourdaiion, ot govarmiminl of U3, possassion tha ecened ifiactvly comectod i it i
Claiaing he Sppleabitty 4 secionty ) L. . WECI o WE
ihnoiaing foms e porsation for dependont persana o troaty withholding xemption for part or Note: Thase antites should use Form W-G8EN aimig traty bonafits or are prowiding the form oy ta
m&m.,?pg of Sompensation tor dependent personal Al treaty withholding exemption far part claim they aro 3 pamumulnm)mmmmmnwm
Servicas perfommed i the Unifed States 201 that Companaatior
o A person acting as an intermediary o . . . WY
n.mm.,.., on Note: Do not usa Form 6299 ta ciarm the aaly A Dae i for Sk manat auapiori
pages 1 and £ of plorsoral examption amoun
S atrocnons XN dentification of Beneficial Owner (Ses instructions )
Nencompensalory senclaranip o ieown A8 ety wERTSLang Sxompion for part of " Narms of ncividual or organization tha I the benafical ownar T& Gouny of mcormeration o crpanization
the same withholding agent |
3 Typo of benaticial owner: ] e O comomon ) Dwspwasa sty O Paarsns ] simose
IF you are & bensficial owner who 1 INSTEAD, user
DO NOT Use - O grsor st 8 sorwemmen O eame O Govwemem O wteratoss exparzation
This Form. . . Recetvng compensation or dependent Form W-4 (Sea page 2 of the Instructions. Cociralbar of s ____[)_Tar-axamgs orgarization (] _proate: touncuscn.
Bereonal sarvices periormed in ins United for Porm 8233 for how 83 compiete Fom T Pormint 16358058 S5 ISSL 3P0 S4RS 1. OF A 1A B hoX U6 & P10, BoK o I-Eari-oT SaesS-
WItNOITING SxaMpt ior\ Vol W’\Al compansation ) |
S ——————————— o ——— Gity o o, stats 6 provinGe. 1ncluda postal G550 whara approprats. Courtry @5 ot abbraviaia)
tekcwanip Incomo and you ore not recaning »nl\mumg agent, Form W4 m, i
S6rVices INCome from the same oncompansatory scholarship or & Maing sddress (1 diferent from abova)
inoiding agent Tonowship incoms
P [ES— | o Vo, e e, kot okl Gode WS SPpaE oy 185 n by
With respect 10 i
ompanzation for parsonal services 6 U.S. taxpayer identfication number, if required (see instructions) 7 Fareign tax identifying number, if any (cptional)
] sSNormn (] EN
T sxmrytion s ppmcates o compmammton for catemcs Yo . or other tax yoar Beginning & Retorencn rumberts) (e isirucions)

FORM 8233- COMPENSATION/TREATY W-8BEN- NONCOMPENSATORY
BENEFITS GRANTS & FDAP

gi W-4 to your employer. Keep the top part for your records. —
Ernl, ' shbolding All
o w_4 ployee's Wi Certificate
il Ty | WBthor allowances
e Revenus Sern nployer
T Your st rama and midae il Gtmame 7 Your sockl securfly number
Homs address (numbar and sireet o rural route] 3 Osnge  [Jmamea [ mamea, but wihoka at igher Single rate.

Nola. I e, but galy sépavated, o SPOUS 1 & Tonvesioant sk, chack the 'SIg” box

iy ortwn, Sale, and 2P 630

4 Myour
chickie, You s o0 7212 e nphcamint . [

5 Total number of allowances you are claiming (from line H above or from the applicable worksheet on page2) | 5
6  Additional amount, if any, you want withheld from each paycheck 8|S
7 I claim exemption from withholding for 2012, and | certity tha | meef both ofthe folowing condiions for exemption.
« Last year | had a ight to a refund of all federal income tax withheld because | had no tax fiabity, and
« This year | expact a refund of all federal income tax withheld because | expect to have no tax iabil
1 you meet both conditions, write ‘Exempthere. . . . . . . . . . . . . . .®[]
Under penalties of perury, | declare that ,tothe best of my jge and belil, 1 1 true, correct, and compiete
Employee’s signature
(This form is not valid unless you sign it) » Dater

8 Empioyer's name and addvess [Empioyer: Complete ines 8 and 10 orly I sending tohe IRS) | 9 Offce code fopin) | 10 Employer identiication number BN}

For Privacy Act and Paperwork Reduction Act Notice, see page 2. Cat No. 102200 Form W-4 2012

W-4- WAGES/NO TREATY
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Nonresident Alien Federal and
‘ State Income Tax Returns

» Form 1040NR

« Required for nonresident aliens deemed engaged in a US trade or business
« Place to claim refunds for excess withholdings

« Place to claim deductions for research expenses

s Allows preservation of ability to claim deductions

s Form 8843 for Exempt Status

% Initial deadline of April 15t for the previous calendar year

% Nonresidents can generally only claim a single personal exemption and not claim
deductions for exemptions for a spouse or dependents (exceptions for residents of Canada,
Mexico or South Korea)

» Massachusetts Form 1 or Form 1 NR/PY

% MAresidency?
< Estimated tax payments

s Generally follows tax treaties (still must file)
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'M Information Reporting

» Resident aliens are subject to substantial informational
reporting requirements including:

FBAR
Form 8938

» Need to be careful of this requirement in the year that
status switches from nonresident to resident

» Penalties for noncompliance start at $10,000
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Conclusion

Provisions

00 Tax Treaty

: US Tax Laws
Q 9 ‘

< US Tax
Implications
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/1 Conclusion

Identify opportunities within statute
and tax treaties

Proactive compliance with income

tax and withholding form obligations

Plan in advance if you anticipate a
switch to US Resident status
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'M Questions?

Sharon L. Shaff, CPA, MST

sharon@waldronrand.com

781.449.5825

Waldron H. Rand & Company, P.C.

75 2nd Avenue, Suite 620
Needham, MA 02494

©Waldron H. Rand & Company, PC www.waldronrand.com

Any tax advice contained in the body of this presentation was not intended or written to be used, and cannot be used, by the recipient
for the purpose of avoiding penalties that may be imposed under the Internal Revenue Code or applicable state or local tax law

isi 19
provisions.



