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US Tax Structure

W tost Tex-Friendly Tax-Friendly Plized Mot Tax-Friendily Wl Least Tax-Friandly

Federal - IRS
State
City

County




Income Tax

Social Security Tax
Medicare Tax
Estate and bift Tax

Sales Tax

Types of Taxes



Types of Entities -Tax Payers

Individuals
Proprietors
Limited Liability Partnerships
Limited Liability Company
Corporations

- Reqular - C Corporation

- 3mall - § Corporation

Estate and Trusts



- Individual Tax rates

- Federal - 10%- 37% depending on Status of Tax Payers
- Status of Individual Tax payers

- Single

- Married Filing Jointly

- Married Filing Separately

- Head of Household

- Capital Gain - 0%, 15% and 20% of capital gain

- State Income tax - 0-15% depending on various states



- Regular Corporation

Federal - 21%
- Small Corporation
No Income tax as they are pass through entities. Share of Profit will be taxed at shareholder
- Partnerships
No Income tax as they are pass through entities. Share of Profit will be taxed at Partner level
- Estate and Trust

Federal - 10%- 37% depending on Taxable Income
State Tax - Varies as per state



Tax Rates

- Social security is the tax contributed by employer and employee. This tax is used to
are retired and eligible to receive social security.

Social Security - 6.2% employer and 6.2% Employee
- Medicare - 1.45% Employer and 1.45% Employee

Self-Employed ( Proprietors) pay self employment tax as well which is employer and
security



Estate Tax
- Charged at Federal and State level

- Estate tax is tax levied on transfer of property at death
- To be paid by Estate and not beneficiary

Gift Tax

- Gift Tax is levied on Donor of the property
- Charged at Federal and some state levels



Sales Tax
... State Sales Tax Rates

Sales Tax

(2011)

- Tax on Sale of Goods or Services

0%

- Governed by each Individual State
- Tax rates varies from 3% to 9%

- To be filed monthly or quarterly depending
on the sales tax payable or turnover




Income taxed for which Jurisdiction

- IS Citizens and Residents are taxed on Global Income

- Foreign Tax Credit can be claimed based on the Income tax treaties with various foreign countries

- Non Resident are taxed only Income accrued in USA

- Income tax is charged on Federal and State both except for the following states where state income tax is exempt

Texas
Florida
Nevada
Wyoming
South Dakota
Alaska

Washington



Taxation for Various Tax payers

Entity Type Income Tax Compliance
Individuals Annual Income tax return to be filed to report all the Income
Partnerships and LLCs Pass Through Entity — Only Information return.

Small Corporation Pass through Entity — Only Information return. Shareholders
file the income of Small corporation in their Individual return

Estate and Trust Annual Income tax return to be filed by Estate




Forms for Various tax payers

Individuals 1040, 1040NR, 1040EZ plus 15t April
return
Partnerships and LLCs 1065 plus respective state tax return 15t April

Small Corporation 1120S plus respective state tax return | 15 March
1120 plus respective state tax return 15% April
Estate and Trust 941 plus respective state tax return 15t April

Note : 6 month Automatic extension is available on filing extension request



US Income Tax forms



Social Security Number - It is Tax Identification number for Individuals. Alias PAN.
Every Individual and Resident should take this number

It is of XXX-XX-XXXX format

FEIN - It is Federal Employer Identification is Tax identification number for

Partnerships and Corporations Alias PAN for Businesses. Every registered business
|dentification number

It is of XX-XXXXXXX



Form 1040 - It is the annual income tax return to be filed by each Individual who is a resident or non resident deriving income

from LS.

Every US citizen should file the return irrespective whether income is accrued in US or outside

Individual can file return jointly with spouse or separately.

Key Parts of Form 1040

Part | - Individual information

Part || - Filing status

Part Ill - Dependents

Part IV - Income - Salary, Interest, Dividends, Capital Gain, Rental Income, Share of Profit from Partnerships
Part V - Deductions from Income - Retirement contributions, Educator expense

Part V| - ltemized deductions and credits -Standard deduction , Mortgage interest, Donations, Child Tax credit
Part VIl - Other taxes - Self employment taxes if proprietor

Part VIl - Payments



Form 1040 for Individuals

51040 s individual Income Tax Return,

12019 ove e 15060054

RS Usa Only — Do not writa or stapks In this space.

Filing Status | | single
Check only
one Do

[ ] Mamied filing joimtty || Marrisd filing separatsiy (MFS) || Head of housshold (HOH) || Qualifying widowier) {QW)
i you checked the MFS box, enter the name of spouse. If you checked the HOH or OW booc. enter the child's name if the gualifying person is
a child baut not your dependant. =

Your first narme and middle initial

Last name

Your social security number

I I

If joint retumn. spousa’s first nama and middle initial

Last name

Spouse's social security number
| |

Home address (number and street). if you hawve a P.O. box, see instructions.

AplL no.

Wmtmormlm it #ling

City, town of post office, state, and ZJP code. If you have a foreign address. also complate spaces below (see instructhons).

. want §3 ta po to this fund.
Chaacking o bax Balora will not charge your
taxcrrefund. | | You | | Spouse

Foredgn country name

Foreign province/state/county

Foreign postal code

Hmm,hnd-pm
tructions and « hare » ||

Standard
Deduction |

Age/Blindness  You:

weEre @ b

‘Someone can claim: | ¥ou as a dependent [ |“"|"¢wm-.---w
temizes on a

[ Wars bom bators JanlBie 2, 1965 [ ] Astind  Spouses” [ ] Was bom before January 2. 3068 [ ia biind

Dependents (see instructions): (2 Social security mumber 3 Relationship o you (4 « i qualifies for (see instructons):
(1) First name Last name Child tax crmdit Croadit for other dependents
L1 L
L1 =
L] Ll
L] Ll
1 Wages, salaries, tips, etc. Artach Formis) W-2 . . . s . e i
2a Tax-exempt interest . - b Taxabla interest. Attach Sch. B if required
—————  3a Qualified dividends . = 3a b Ordinary dividends. Attach Sch. B if required
Doduction for— d4a |IRAdistributions. . . . . 4a b Taxabie amownt - e ow e _4b
'::r’ml. € Pensions and annuities . . . 4c d Taxabis amount - 5= __ad
12,200 Sa Social security banafits . = Sa b Taxabis amount : = = e S5hb
iy o Curg]  © ol o sl A Biicluts T W rechinae W ok recpiot, ok 15ees . »[1 | s
£24.,400 Ta  Other income from Schedule 1, line 9 z i = e Ta
» Heand of b Addlines 1, &mmusns.m?a.mumwm o = - = | T
ool - N e e e R -




Form 1063 - It is the annual income tax return to be filed by every Limited Liability Partnerships or Limited Liability Company.
Every US Partnership business should file the tax return by 15t March every year
|t is an information return as partnership does not pay tax

|t issues a separate Sch K-l to partners/members

Key Parts of Form 1063

Part | - Business Information
Part Il - Income and expenses
Part Ill - Sch L - Balance sheet
Part IV - Sch M-I and M-2

Part V - K-|



Form 1065 for partnerships

1 065 U.S. Return of Partnership Income CIME No. 1545-0123
Form
For calendar year 2019, of tax year beginning , 2018, ending 20, Ir_,{-,;-. 1 9
UL S —rY - Go 10 www.irs. gov/Form 1065 for instructions and the latest information.
A Prncipal Dusinens actvity NAme of partraship T T p——
B Principsil product or sendce Type Nurmber, street, and room o Sulte no. 1T & PO Doy, e Instruciions. E Dafe beminsss sioried
C Bushess cooe rumber | Print [ Gy or town. Sate or prownce, Courtry, BRC ZIP or foregn POStE tooe |LF Totai assets
! ! 1S
G Check applicable boxes: (1) [] inftial returns (2) [ ] Final return (3} [] Name change M) [] Address change  (5) [] Amended return
H Check accounting method: (1) ] Cash 2 [] Accruasi (3} ] Othar (spacifyl »
I Number of Schedwles K-1. mhmhmchmmw&&mrﬂmhmmﬁtﬂl”* : |
d  Check it Schecules C and M-3 arc attached . == Y B T E_f
K Check if partnershi = dwﬂhfwuﬂmﬂw muwmfﬁrmﬂﬂﬂmdmym
Caution: inciude only trade or business income and expenses on dines 1s ihrmghﬁ below, See nstuctions for more information.
1a Grossrefaiptsorsales. . . . . . 1a
‘v Retums and allowances . . s . e iwlla m w W B ww ib "
c Balance. ELﬂ:trac!ILrW‘lbfrmnlmw ST IS - AR T e S e B U R GO ic
=] 2 Gosteigoods soldfsitach Formadi25-8h - .. SEmws - - IS 5 F R
E 3 @ross profit. Subtractline 2 fromfine 1 . 4 . - i 3
< 4 Mnawm{lm}m other pannerships, matu_, mdtusts{aﬂauh.tﬁnﬂ'ﬂj = 4
= | 5 Netfarm profit fioss) faffach Schisduis F (Form 104000 10408R) . . . . - B 5
R RN (lnea) e Barm A707 Bart 11 fine 17 fatiach Cam 4707 ; R




Form 1120 for Corporations

Form 1120 - It is the annual income tax return to be filed by every Corporation.

Every US Corporation should file the tax return by 15t April every year except small corporation whose tax return filing
deadline is 13t March every year

Key Parts of Form 1120

Part | - Business Information

Part Il - Income and expenses

Fart Ill - Sch L - Balance sheet
Fart IV - Sch M-I and M-2

Part V- SchK

Part VI - Tax payment



Form 1120 for Corporations

e 1 120 uU.S. Corporation Income Tax Return OME Mo, 1545-0125
gl For calemndar year 20159 or tac year heginmimg 20, el o 20
S L e Ty B 2 2.0 A S G e S St M sl mnd W lataak Rl 2019
A Check if: [T . B Er EET=PreT Son marmber
& Consclidated retum
fattmch Form 851] (. TYPE
B Lifermondife coresali- MMurmier, straat, amncd roorm or Swrbe . e PO, Dos, Sees insbrsctions 2 Date incorporabec
arbed retunm R
2B Personal holding oo PRIMNT
fattsch Sch. PH) - _E:l City or fosween, state or provinoes, cowuning, arnd ZIF or foreign postal code D Todal assets S inestoections)
A FParsonil Seseruhoss .
e PR LRy [:I &
4 Schedubks -3 attactea ) E  Chivechk it (1) [ ] imizi=l reourn =) [ ] Finedl renarn = [ rName changs ) [ ] sucoress change
1= Gross receipts or sales = = = - = : = = = = = o = - = = . 1= £ H
[+] Feturns anmnd allowanoes B A 2 = . 3 = s 2 < : = E = 3 : = | 1k | EHHS
[=] Balance. Subtract ins 1b from ins 1a = : = : 2 - 2 - E = : - * = = = = - = - 1=
=2 Crost of goods sold (attach Foarrmm 1 125-00 . N - . . - = o - = . : - = . - - - - - =
=3 Gross profit. Subtract line 2 from inse 1o . > - - - % - - - . % z = R = = = = - < ]
E <3 CHwidlands arnd inclusions (Schaedule &, lins 2:3] " = . - . - - - . 5 - - . . o & - = =1
_§ E=] Intersst - - = - - = . - . . 3 = = = = . . - . - E - - - - =
[=3 ESross ren s - - - - - - - = - o - - - = - - . - - = - = = = - =
T Gross royalties - =. - - . - - - - - B - . s B - - - - rs
= Capmitadl gain net incoame l:attac.h Sche-clule D {FDrr'I"I 1120}] R - - - - - - R R R - - - - =
= et gain o (loss) from Foom 47397, Part 1, line 17 @&ttach Formm -1?‘9?} - - - - - - - - - - - =
1o Ortbvar imncorrea (Sase instructions —attac b statearmaenil) o = s = w 3 = = . 5 = - = o = = = " A0
11 Total inconme. SAdd lines 3 thwough 10 5 = - 5 = - 5 - . . - : E - - - 11
- 12 Croarmpeaensation of officars (ses instructions —attach Form 11 25- E:| E= = - - N = S = B = = - - 12
s 13 Samlaries and wages (less ermployment credits)h - - = = B - = - - 5 d = - = 2 - 13
1_3 1«5 Raepairs and mainntenancs - - . -+ - 3 i - i i =3 2 = = = - = 3 i : - = - = 14
E 15 Ead debts ¥ = - - - = . = = = E - - & = - = = z = = = - - - 15
= 16 Feaents = - = = = = = 1 % 2 = R = = & = - i = E - = T = - = 16
17 Taxes ard llc-ans-as = = H 5 S 5 . - < - - = - N - S - . . - - - - 17
jgs 18 Intarest (see instructons) = - a ¥ - - = = . & A . E. 5 - 5 5 = 2 z = & = = 12
= 12 Charitabde contributions . - - - - - . . = . - = - = - 1=
E 20 Deepreciation frorm Forrm 45682 ot lC:IEu mesdd amn Fornm 11 25-A or alsewhars on return (attach Fonm 4582) - = 20
= | =1 Crepleticn B . - . . . . . . . . . ; . . . . . . . . . . . =1
E E---3 Auheartisirg - - ) ) R B . ; - _ - - ) ) R ; ; ; _ _ _ - Fr-]
E =] 23 Peaemnsion. prafit- shaﬂrl-g = pE.ans " . . - B - = = - - - . . - . . - - - - - =23
% e Employes anafit programs - - - - - - - - - - - - ~ - - - - - - - - - - = _
= p-a Reserved for future use . - - - - . - . - - - - - - - . - . . - - - - - 25 =
g- e ] rtheer deductions (attach statsrnsnt] - - - - - - - - - - - - - - - - - - - - - 2
P =T Total deductionms. duod bnes 12 throwuagh 26 . 5 = Fi - - - 5 = - T = - = - L =27
_ﬁ =28 Taxable ncome before naet op-asratimng loss. CIE-I:I'h_Il:."tII:iI‘l [Eial=] Sl:lEDlal deduction=s. Subtract lirne 27 from Bnes 11 P
E 2D Met cparating loss deduction (Ssese nstructionss) = B £ - = = E - : : = =29 | -_ 5 s
E b  Special deductions (Scheduls G, line 24} . 3 2 . 3 : e wE ELElE : : 3 2o | 3 i
L= Secid linees 29a anda 290 F 5 - = - - = - :: 5 5 - - - - - - 29
E R Taxable income. Sobtract lime 2‘9-: fI'D-rn Ilrle- =28 See |r15tr-u|:='tu:-r|s - = . 2 - . - - i = = 3 =0
e 31 Total tax (Schechule J, FPart 1, liree 113 . . = < : = E = 3 = = 2 = P = = = - =1
§ - =2 2019 mnet DES tax liability paid (Schadule J., F'Elrl‘ Fl, IIrIE 123 - = ~ s - * B = = = = = = =2z
= g g3 Toetal pasrmeants, cradits, and section 985S rrat oo liabdlity (Schaeculba . Past 1, lEnes 23) . . = - K = N . 23
82 5| 34 Estimated tax penalty. See instructions. Check if Formm 2220 is attached . s & . _ - || =
£ S Armoumnt owed. IFf lire 33 is saller thham the total of lirres 31, 32, ared 34, anber arrmoumt oasoescl = = - - a5
= B Dhwerpayrment. |If linse 33 s largesr than the total of likes 31, 32, and 24, erters armount overpaicd = = - - =[S
. IT Ermber arrveauartt frorm leme S5 yow wan?: Credibed o 200290 acss birmabec] tane - Refurvclesc] B a7
Urmder panahbies of perjuny, | decliara that | have ecoamased this neturm, inclucing accosm ng schedules and staberments, and 1o the best of Moy eaowkecdge and belied, it = tnos, comect,

0
g
il

o
Aard complabe. Declarasecn of praparer (Othes than Eepaysrt b5 basec on all sdormatucen of wihsch presanes e v borsosisc e

L



WZ - Reparts Salaries and Wages of an Employee

[D98INT - reports interest income

|099D1V - reports Dividend Income

|0998 - reports capital gain sale and purchase transactions

109G - reports unemployment income

[099R - reports retirement income

|D93MISC - reports commission, royalty or consulting income

{042-S - reports foreign person's US source income subject to tax withholding

Sch K- - Share of Income received by a partner/shareholder from a LLP/LLC or a S Corporation

W3- Request for US person's Social security number or Employer identification number by a person

W8-BEN - Request for a non US person statement that he/she is non-resident of US by a person required to
report income or information to US tax authorities

W7- Application for [TIN



a Employee's social security number
ceccaed 123-45-6789 OMB No. 1545-0008
b Employer identification number (EIN) 1 Wages. tips, othar compansation 2 Federal income tax withheld
T-2233444 $47,000.00 $4,700.00
o Employear’s name, address, and ZIP code 3 Social securily wages 4 Social securily tax withheld
£50,000.00 $3.100.00
Big Employer 5 Medicare wages and tips & Medicare tax withheld
O i R $50,000.00 $725.00
’ 7 Social security tips 8 Allocated tips
d Control number 9 10 Dependent care benafits
o Employoee’s first name and (nitial Last name Sulf. | 11 Nongualified plans ;zn
13 Erabutery Fb-u;:'r‘m f:-j‘-my 12"'
Ima B. Taxpayer L] L] > |
456 Main Street 14 Other 12¢
Philadelphia, PA 12345 i |
;zd
1 Employea's address and ZIP code
15 Swmite Employer's state ID number 16 Siate wages, tips, etc. | 17 State income tax 18 Local wages, tips, etc.| 19 Local income tax 20 Locality name
| PA | ss-222e22222 = | $5000000 | $1,53500 |  $5000000 |  $80000 | TGP
Department of the Treasury —Intemal Revenue Service
=S w-z Wage and Tax Statement E D E D

Copy 1—For State, City, or Local Tax Department



1099INT/DIV

[ ] CORRECTED (if checked)

PAYER'S name, streel addrass, city Or town, state or province, country, ZIP
or foreign postal code, and telephone no.

Payer's RTH (optional)

OB Mo, 1545-0112

FAYER"S TiN

RECIPIENT'S TiM

2020 Interest

1 Imerest income income
$ Form 1099-INT

2 Early withdrawal penalty cupy B

$

3 Imterest on U.S. Savings Bonds and Treas. obligations

For Recipient

RECIPIENT'S name

Straet address (fncluding apt. no.)

This is important tax
information and is

4 Federal income tax withheld] 5 investment expenses
$ £
6 Foreign tax paid T Foreign country or LS. possession

being fumished to the
IRS. If you are
required to file a

8 Tax-exampl interast

9 Speciied private activity bond

return, a negligence
penalty or other

interest :
sanction may be
Crity or towwn, state or province, country, and ZIP o foreign postal code % $ impaosaed an you if
- - this income is
10 Market discount 11 Bond premium
B taxable and the IRS
determines that it has
FATCA filing | $ % not been reported.
FeQUIremEnt 'y 5 feng preriam a0 Treasury chigations | 13 Bond premium on tas-axemst bong
U s 3
Account number {see instructions) 14 Tax-exempt and tax credit 15 State | 16 Staie identification no. | 17 State tax withhald

bond CUSIP ra.

Form 1089-1INT

(keep for your records)

wwnwirs . gow/Form 1099INT

Dapartment of the Treasury - Intermal Revenue Sendicea



1099MISC

| CORRECTED (if checked)

PAYER'S name, street address, city or town, state or province, country, ZIP
or foreign postal code, and telephone no.

$

$

PAYER'S TIN RECIPIENT'S TIN

5 Fishing boat proceeds

$

6 Medical and health care payments

$

1 Rents OMB No. 1545-0115
$ 2@ 1 9 Miscellaneous
2 Royalties Income
$ Form 1099-MISC
3 Other income 4 Federal income tax withheld Copy B

For Recipient

RECIPIENT'S name

Street address (including apt. no.)

City or town, state or province, country, and ZIP or foreign postal code

7 Monemployee compensation

$

8 Substitute payments in lieu of
dividends or interest

$

9 Payer made direct sales of
$5,000 or more of consumer
products to a buyer .
(recipient) for resale » ]

10 Crop insurance proceeds

$

11

12

FATCA filing
reguirement

]

Account number (see instructions)

13 Excess golden parachute
payments

$

14 Gross proceeds paid to an
attorney

$

This is important tax
information and is
being furnished to
the IRS. If you are

required to file a
return, a negligence
penalty or other
sanction may be
imposed on you if
this income is
taxable and the IRS
determines that it
has not been
reported.

15a Section 409A deferrals 15b Section 409A income

$ $

16 State tax withheld

17 State/Payer's state no.

18 State income

Form 1099-MISC

(keep for your records)

www.irs.govw/Form1099MISC

Department of the Treasury - Internal Revenue Service



Comparative summary
Descrigton  usA  m&a

Year followed

Date of filing for Individual

Income Tax return form for Individual
Unique Identity number

Form received from Employer

Form received for income other than Salary

Tax calculation structure

Extension available

Income Tax authority

website

Filing status

1st Jan- 31st Dec

15th April/ 15t March

1040

SSN (Social Securiy Number)
W2

1099

Income

Less : Deductions

Less : Tax Credits

Less : Withholdings/ Payments
Yes (6 months)

IRS

https://www.irs.gov/

Prepare & file jointly

1st Apr -31st Mar

31st July

ITR-1/2/3/4

PAN (Permanent Account Number)
Form 16

Form 16A

Income

Less : Deductions

Less : TDS/ Payments

31st Mar with late fees u/s 234F

Income Tax Dept

https://incometaxindiaefiling.gov.in/

Prepare & file seperately



Income tax is charged at Federal and State level ( except 7 states)

For US Citizens and Residents, Entire Global income is charged to Tax

Individuals file Income tax and tax rates vary from 0% to 37% based on income levels

Individuals can file Income tax jointly or separately

Proprietor will file the business tax return information in their personal tax return

Corporations can be opt to be small corporations

Partnerships and Small corporation returns are pass through entity and the return is an information return
Share of profit from Small corporation is taxable in Individual shareholder/partners’ hands

Corporation pays taxes at 21%

Capital gain tax in US is 0% to 22%

Sales tax is a state levy and tax rates varies in state to state

Social security is tax for paying benefits on retirement. It is taxed at 5.2% of Salary or Self employed Income ( net
income from proprietorship)

US Citizens and Residents have to report foreign bank account and [nvestment held separately



Tax Compliance for Foreign Residents



Foreign Bank Account Reporting - FBAR form 114
The FBAR is an annual form submitted to Department of Treasury that discloses

- The bank account held by US citizen or Residents in Foreign country
- Type of Account

- Account number

- Maximum balance held during the year

This has to be reported if at any time during the year the amount in foreign bank has

Due date for filing FBAR is 30t June of every year



Passive Foreign Investment Compliance(PFIC) - Form 8621

This is an annual form to be submitted by US resident or Citizen who is a direct or
foreign corporation

- Name of the Investment/Company or Fund
- Net Asset Value at the beginning of the year
- Net Asset Value at the end of the year

- Realized Gain/Loss during the year

- Unrealized Gain/Loss during the year

Due date of Filing this form is 15" April and it has to be filed along with Income tax
2020



Current Trends



# 1. With Covid19, the biggest changes we are witnessing as a professional is

Accelerated Adoption of technology by moving to Cloud

* Physical presence does not matter any more

* Distributed work environment - Contactless or Virtual person

* People/Staff is working from home or from their remote locations

* Client looking to outsource the support functions like Accounts/Tax/Compliance
house as world is becoming flat



# 2. Shift of Various skilled based work to India due to H1B Visa restrictions
* Due to H1B sanctions, the resource scarcity is arising in US
 Many of the skilled resources from India are getting impacted

* This is leading the US organisations to explore outsourcing their functions to India



# 3. ICAl announcing opening up of chapter in USA

* |CAI opened up chapters in New Jersey, Washington DC, New England Dallas and
with US members

* This will lead to a more cohesive India US Partnership



Opportunities ahead in USA

Incorporation
Services
Bookkeeping Accggcrj\tlng Individual Tax Business Tax Reviews and
Services Reporting returns return Audit

| &
Most of the outsourced work is here
Acquistion




Questions?




Thank you

CA Varun Nirmal
Email : varuncacpa@gmail.com
Ph# 91- 9663963005




