ith the dramatic increase in international business
Wand personnel exchange, many tax preparers are

now encountering foreign national clients. For-
eign nationals who are resident aliens, either because they
are U.S. Lawful Permanent Residents (“green card” holders)
or because they are “substantially present” under the 183-
day U.S. residency formula, are taxed on their worldwide
income under the same rules that apply to U.S. citizens.
However, foreign nationals who are not resident aliens
(called “nonresident aliens”) are only subject to U.S. tax on
gross U.S.-sourced fixed or determinable income (such as
dividends, rents, and royalties) and on income effectively
connected to a U.S. trade or business that is taxed after lim-
ited deductions at either single or married filing separately
rates. Foreign nationals who are both a resident alien and a
nonresident alien in the calendar year are subject to tax
under the rules for dual-status taxpayers.

New IRS Compliance Initiatives

Marti Sartipi, International Policy Program Manager, Small
Business/Self-Employed Division announced on the IRS
TaxTalkToday.tv webcast, “International Issues and U.S.
Taxpayers,” that they now have 300 personnel trained in
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international compliance matters and are in the process of
hiring and training 100 more. Sartipi also announced that
the IRS international compliance initiatives include:









such as f, -eig \tax cediis, aet, | ¢'Ze« icaedf -
thte t, dea ith.
Thei cax ka t/a gsaci, gae ,ttaedifheir h™—e
¢ al,adthe aaed tha thet-a §ad|, § ae
wt tazabei u‘:heUS ek he.
Their t ase ex are A e asedthd ab ji¢—
f*= ab-, ad, s the, did 4t tha i as
i ¢~ ef - US.tawe 4« ses. ! J
The fai t,~ e i i ¢~ eea edab, ad beca,se

khevkh| o & sho 4 d t betasedi fhe US. a vdkhev

d "\t esedt, be cagght f - ot zew, ti gthe
ic—e

4. Claiming incorrect personal exemptions. | «, ~de-
f-radee (et becdi-edf -ases a ezati
the deve de i™— st bea US. ciihe - reside t aie
g ness a nexaeeti yawa ijes. The'e ae exaesti, §f -
deve de is vlh" aeUS. @i as, - reside is, f
Ca ada, - Mesic, . N/ reside ks h ae- eside s, f
S s&hKrea, {hi uce\al yests id’y §, ca \c air
dsedekexéj:.c $ (A§1‘|a Jef"'e5|deks f
Jma aseT i a\edb the ¢ trea A‘:h_}aia 9N
e5|de basi ess.ae e tices a'd st Jde is £ | dia
ca\cdir adere et ezati \f “lhEIJJ Jse.

5% Incorrectly claiming a tax treaty benefit The U.S.
hasi ¢~ etaxi-eaties A‘ihA e 60 ¢ 4 iries.Ma y f --
eig \ @i @saaticga f reig (st yde §sa d sch as,
“—a beeigbe f rirea -estmati s~ tax Eigibik

f ~-ea be efis is based , fax-eside ¢ ()t ckhes
sh# )i fhetrea c ;i as descibed b ¥ het-ea v
atice y de hlch a be efi is car ed.

Tea  be efisf i ¢~ esych as di ide s, i teces,
rels,ad aties- eY irethetaw a e 1) bea eside & , f

thet- eak,c\“,k, ad\tar emdehﬂheUt}edS&aﬁes
henkhelg: ejs.-ald Ge ¢a takis eaL‘,«Alsn sf-

Fa 2006 NATP TAXPRO Journal 31






