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Introduction to US Taxes

This webinar is intended for non — US
Persons and is not formal tax advise as
all circumstances are personal.




Who this webinar is for:

Non — US persons: o Not a US Citizen

Not a US legal resident
Not a Green Card Holder

In the US on a Student, Teaching, Government or other special visa

If you are a US Citizen, Green Card Holder, or resident in the US. You are a US
person and subject to US taxes and must file as such.
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Special status V

Foreign Students in the US

If you are in the US on a student visa — even if you have been issued a US
taxpayer ID — you remain a non-US person for investment income. This does not
necessarily mean that you are not subject to US taxes on earnings if you work. ¢

Government Workers (Embassy, UN, World Bank)

If you are in the US on a Government visa, you remain a non-US person for tax
purposes.

Performers and Athletes

Earnings from performances/games in the US are subject to US taxation.
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Introductory Remarks

 Expiration of the current US tax rates and some structures at December 31, 2025
« Tax rates and some structures revert to 2017 law.

* Where exactly US tax will end up is unknown.

 There will be a tax bill in 2025

* The impact on US individual and business taxpayers, is, at this point, subject to speculation.
Although there have been some tax bills proposed in Congress neither is certain of passing
and Presidential signature.

« The impact on non-US taxpayers — both individual and corporate is unknown, however the
global corporate agreement assuring 15% taxation of corporations has already been
eliminated.
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Introductory Remarks - 2

* All US tax bills must be revenue neutral.

* For every tax rule change that results in a reduction in revenue there must be a change that
results in an offsetting increase.

 Very difficult to gauge the impact of cuts and revenue offsets. So impact of either one is
generally not known at the time of passage, only estimated.

« Congress can be very creative and thinking (or beliefs) are not always accurate. There is a
broad difference in economies around the country.
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What Can Cause US Income Tax

Earning income from working in the US for a short period (less than
30 days)
Performers
Gambling winnings
Rental income from US Real Estate

Direct earnings (being a partner) from a US Business
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Investment Income

Primary focus of the presentation

 Looking at the reporting of US investment income on form 1042S

* Touch on publicly traded partnership income
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W-8 forms V

* Only going to address the W-8BEN completed by individuals.

« W-8 forms for partnerships,associations, corporations and trusts can be complex.
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The W-8BEN

For Individuals only.

* Critical to get this right to have US tax withholding be done correctly in your
account.

« Complete correctly

« Keep updated

* Expires every three years

* Required for FATCA reporting — also critical to have right

« Completed form stays with institution — it is not sent to the IRS.
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FACTA

Foreign Account Tax Compliance Act - 2010

« Enacted as a revenue raising portion of the offset the Hiring Incentives to Restore
Employment Act

* Intended to increase collection of US taxes due from US persons holding
assets/earning income overseas — US has a global concept of taxation

* The idea was to force non-US financial institutions to report earning of US
citizens to the IRS

» Resulted in information sharing and reporting worldwide
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What Investment Income is subject to US Tax - l

Withholding Tax

* Any payment received from revenue generated in the U.S.

Interest

» Dividends

« Payments in lieu (PIL)

» Rents (direct and indirect)
« Stock loan fees

« Business operating income — including distributions from MLPs and PTPs
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Withholding Rates

« The statutory rate of withholding is 30%
 However, treaty agreements may lower this rate:
General Treaty rate — 15%
Can be 10% or 25%
Find out which countries have treaties at:

https://www.IRS.gov/businesses/international-business/United States income tax treaties -
Ato Z | Internal Revenue Service

IRS Publication 519 — Free at IRS.gov

 Business income 37%
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https://www.irs.gov/businesses/international-businesses/united-states-income-tax-treaties-a-to-z
https://www.irs.gov/businesses/international-businesses/united-states-income-tax-treaties-a-to-z

Timing of withholding

» Withholding occurs when the payment is made — received in your account

« Can be reversed if payment is reclassified

* Once reporting is issued no direct refunding can be done. March 15 of the
following year

« Tax withheld is remitted weekly by IBKR to the US Treasury.
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Business Income

* This refers to DIRECT business income

« Earned from rental property (Vacation Home rented)

Earned from a directly owned interest in a US business

Happens at the business level
 37%

Usually requires that a US tax return be filed
* Form 1040NR
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Form 1042S

. 1042_3 Foreign Person’s U.S. Source Income Subject to Withholding 2@25 OMB No. 1545-0096
om Go to www.irs.gov/Form1042S for instructions and the latest information. c°py B
Department of the Treasury v
Intemal Revenue Service T T T T T T T T T Junouerormioenmirier [ | amenpep [ ] AMeENDMENT No. for Recipient
1Income | 2 Gross income | 3 Chapter indicator. Enter “3” or “4” 13d City or town, state or province, country, ZIP or foreign postal code
code
3a Exemption code 4a Exemption code
Source . 3b Tax rate . 4b Tax rate X 13e Recipient’'s U.S. TIN, if any 13f Ch. 3 status code
h . / / - / / 5 Withholding allowance 13g Ch. 4 status code
ttps://www.irs.gov/pub/irs- 6 Netincome 13h Recipient's GIIN 131 Recipient’s foreign tax identification | 13] LOB code
number, if any
pdf/f1 0428.pdf 7a Federal tax withheld
7b Check if federal tax withheld was not deposited with the IRS because 13K Recipient b
escrow procedures were applied (see instructions) . . . . O ecipient’s account number

7c¢ Check if withholding occurred in subsequent year with respect to a
partnership interest . . . . . . [:] 131 Recipient’s date of birth (YYYYMMDD)

7d Check if you are a qualified intermediary, withholding foreign
partnership, or withholding foreign trust revising its reponmg on Form
1042-S to report to a specificrecipient . . . . . L. [:]

8 Tax withheld by other agents
9 Ovenwithheld tax repaid to recipient pursuant to adjustment procedures (see instructions) | 14b Primary withholding agent’s EIN

14a Primary withholding agent’s name (if applicable)

15 Check if pro-rata basis reporting D

( )
10 Total withholding credit (combine boxes 7a, 8, and 9) 15a Intermediary or flow-through entity's EIN, if any | 15b Ch. 3 status code| 15¢ Ch. 4 status code
11 Tax paid by withholding agent (amounts not withheld) (see instructions) 15d Intermediary or flow-through entity’'s name
12a Withholding agent’s EIN 12b Ch. 3 status code | 12¢ Ch. 4 stalus code | 15e Intermediary or flow-through entity’s GIIN

15f Country code 15g Foreign tax identification number, if any

12d Withholding agent’s name

15h Address (number and street)

12e Withholding agent’s global intermediary identification number (GIIN)

15i City or town, state or province, country, ZIP or foreign postal code

12f Country code 12g Foreign tax identification number, if any

16a Payer's name 16b Payer's TIN

12h Address (number and street)

16¢c Payer's GIIN 16d Ch. 3 status code | 16e Ch. 4 status code

12i City or town, state or province, country, ZIP or foreign postal code

17a State income tax withheld | 17b Payer’s state tax no. | 17¢ Name of state

13a Recipient’s name 13b Recipient’s country code

13c Address (number and street)

(keep for your records) Form 1042-S (2025)
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Interest Income Codes

* 01 — Interest (investment)

» 29 — Deposit Interest (Bank)

e 30 — Interest — Original Issue Discount

* 31 — Short — term Original Issue Discount
« 33 — Substitute payment (PIL) - interest

« 54 — Interest from certain actively traded or public securities

TR . (‘ InteractiveBrokers



Dividend Codes

* 06 - Dividends paid by US Corporations — General

* 34 — Dividends — Substitute Payments (PIL)

* 40 — Other dividend equivalents

« 52 — Dividends paid on certain actively traded or public securities

« 53 — Dividends substitutes paid on certain actively traded or public securites
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Other Codes - 1

09 — Capital Gains

14 — Real property income (rents) and Natural Resources Royalties

15 — Payments from pensions, annuities, alimony and insurance premiums

16 — Scholarships and Grants

23 — Other Income
+ 24 — Qualified investment Entity (QIE) distributions of capital gains
« 27 — Publicly traded partnership distributions subject to IRC 1446
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Other Codes - 2

« 28 — Gabling Winnings
* 35 — Substitute payment — other
« 36 — Capital Gain distributions (mutual funds)

* 37 — Return of Capital

22222222222
20
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Exemption Codes

* 02 — Exempt under Internal Revenue Code
* 04 — Exempt under Tax Treaty

* 05 — Portfolio income exempt under Internal Revenue Code
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Do | need to file a tax return with the IRS?

* You only have investment income — holdings in publicly traded securities — NO

* You have a Rental Property in the US — YES

« State tax return/sales tax (FL) may also be required
* You have direct business income - YES
* You have an interest ina PTP — Maybe

 Your investment Account had a reclassification of income post 3/15 that should
have resulted in a refund of withheld tax - Maybe
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Questions

* Or send them to webinars@interactivebrokers.com
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