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I t d ti  T  I t ti l T tiIntroduction To International Taxation

With technology taking unprecedented turns and inroads into our
professional work space, a whole world of budding opportunities has
opened up- One among them being International Taxation!!

Virtual Practice being the order of the day has
called in to look beyond our boundaries…



Important Tax Highlights



Important Tax Highlights Important Tax Highlights 

TYPE OF YEARS PERIOD
Calendar Year 1st January – 31st December
Fiscal Year 12 months period
Retail Industries 1st February 1st – 31st January 
Federal Government Starting September 30th

State Government Starting August 15th

ENTITY FORMS

INDIVIDUAL 1040/ 1040A/ 1040EZ

PARTNERSHIP 1065

Due Date
15th day of the 4th month

S CORPORATION 1120 S

TRUST 8453

Calendar Year Taxpayer
April 15th



Important Tax Highlights Important Tax Highlights 

Eligibility For Filing Federal Income Tax Return

1. In general, if you have the following gross income amounts, you are required to  
file a federal tax return with the IRS:

Single $ 7 950Single $  7,950
Head of Household $10,250
Married Filing Jointly $15,900
Married Filing Separately $  3,100
Q/ Widower (with dependent child) $12 800Q/ Widower (with dependent child) $12,800

2. A person who is self-employed must file a tax return if his net earnings from self-
employment exceed $400.

3. EIC Factor: individuals who don't earn enough to be required to file a tax 
return may be eligible for an Earned Income Tax Credit up to $2,604 for a   
taxpayer with one qualifying child and $4,300 for a taxpayer with two or more 
qualifying childrenqualifying children. 



Individual Tax Entities Important Tax Highlights Individual Tax Entities

USA (5 FILING STATUS) INDIA

Important Tax Highlights 

( )

Single Assessed in an individual’s sole 
capacity.

Married Filing Jointly

Married Filing Separately

Marital Status not the criteria

Head of Household

Qualifying Widower



5 Fili  St t Important Tax Highlights 

Single : Unmarried
Separated by Divorce

5 Filing Status Important Tax Highlights 

Separated  by Divorce
Separate Maintenance 

MFJ : Married at the end of the year.
Live apart but not legally separated.p g y p
Spouse died during the year and have not remarried.

MFS : Option open for Married tax payer to file as MFS.

HOH : Unmarried 
Maintain over 50% of household.
Dependent lives in the house for over birth.

Q/Widow  Spouse died within 2 years before Tax Year.
Surviving spouse died or remarry.
A child qualifying as dependent.
P id 50% f th t f k i th hProvider over 50% of the cost of keeping up the house. 



F  1040 A  I i htForm 1040 – An Insight

Enroute To Form 1040

&&

Tax Computation
The Primary US Individual Tax Return

21.6 Cr out of a 27.13 Cr population file 
their returns, which is apprx 79.60%.



F  1040 A  I i htForm 1040 – An Insight



C t ti  f I di id l I  T  (I  USA) F  1040 A  I i htComputation of Individual Income Tax (In USA)

Gross Income XXX

Form 1040 – An Insight

Gross Income       XXX
Minus: Above The Line Deductions for AGI (XXX) 

Adjusted Gross Income (AGI)   XXX
Minus: Below The Line Deductions From AGI:
             (i) Greater of Itemized Deduction or Standard Deduction     (XXX)
             (ii) Personal & Dependency Exemptions (XXX) (XXX)

Taxable Income XXX 
Gross Tax (as per the rate of Tax Table)                                  XXX
Minus: Credits and prepayments (XXX) 
Net Tax Payable/ Refundable XXX 



F  1040 A  I i htG  I

• Wages, Salaries & Tips • Ordinary Dividends

Form 1040 – An InsightGross Income

It is all income from whatever source derived, including (but not limited to) the following items:

• Tax-exempt Interests
• Business Income 
• Rental real estate, royalties, etc

• Alimony Received
• Pensions & Annuities
• Farm Income



Above The Line Deductions For AGI F  1040 A  I i htAbove The Line Deductions For AGI

• Educator Expenses
• Alimony Paid

M i E

• IRA Deductions
• Student loan interest deduction

M di l i d d i

Form 1040 – An Insight

• Moving Expenses • Medical savings account deduction



Below The Line Deductions For AGI F  1040 A  I i ht

Below the line deductions are all the deductions that may 
be subtracted from AGI to arrive at the Taxable Income

Below The Line Deductions For AGI Form 1040 – An Insight

Adjusted Gross Income XXX

be subtracted from AGI to arrive at the Taxable Income.

Less: Standard Deduction XXX

OR

Itemized Deduction XXX

(Whichever is HIGHER) XXX

XXX

Less: Personal Or Dependency Exemptions XXXLess: Personal Or Dependency Exemptions XXX

Taxable Income XXX



F  1040 A  I i htStandard Deduction

The Basic Standard Deduction amount depends upon the filing status and the 
dependency status on another's return as follows (2004)

Form 1040 – An Insight

Single $4850 
Married filing Jointly $9700 
Married Filing Separately $4850
Surviving Spouse $9700g p
Head of Household $7150

1 Has attained the age of 65 or is blind
Additional Standard Deduction
1. Has attained the age of 65 or is blind 
2. Has reached age 65 and is blind is entitled to twice the amount of additional std deduction

The amounts of additional standard deduction are as follows (2004)
Single $1200
Married filing Jointly $950
Married Filing Separately $950
Surviving Spouse $950
Head of Household $1200



It i d D d ti F  1040 A  I i ht

Itemized Deductions are available to all Individuals.

Itemized Deduction Form 1040 – An Insight

You can deduct Six kinds of Itemized Expenses:

Medical and dental expenses

Taxes

Interest expense

Charitable contributions

Casualty and theft losses

Job expenses & other misc expenses

Should I Itemize? 
Yes, if your Itemized Deduction total is more than your Standard Deduction.

Choose one that benefits you the most — YOU CAN’T DO BOTH!Choose one that benefits you the most — YOU CAN T DO BOTH!



F  1040 A  I i htIt i d D d ti  S h d l  A Form 1040 – An InsightItemized Deduction: Schedule A

Medical & Dental ExpensesMedical & Dental Expenses

Taxes You Paid

Interest You Paid

Gifts To CharityGifts To Charity

Casualty And Theft Losses

Job Expenses



F  1040 A  I i htIt i d D d ti  C td Form 1040 – An InsightItemized Deduction: Contd



F  1040 A  I i htPersonal Exemptions

An Individuals deduction for personal exemptions is the sum of the personal
exemption amount for the individual a spouse and each qualified dependant

Form 1040 – An Insight

exemption amount for the individual, a spouse, and each qualified dependant.

The Amount is $3100 for 2004 per Person/Dependent.

Support Test: More than 50% of the expenses of the dependant.

Citizenship Test: Must be an US/Canada/Mexico citizen.

Gross Income Test : Dependant should be less than 19 yrs. and income < $3100.

Joint Return Test: If the dependent is filing jointly with another, you can’t  
claim him as a dependant unless the joint filers had no tax liabilityclaim  him as a dependant unless the joint filers had no tax liability.

Relationship or Member of Household Test : A person qualifying as your 
dependent generally may be your child, step-child, adopted child, grand child, etc.



T  C dit F  1040 A  I i htTax Credit
There are two types of Tax Credits applicable to the individual taxpayers. They are as follows:

Personal Tax Credit Refundable Tax Credit

Form 1040 – An Insight

It may reduce personal tax liability. Deducted from Income tax liability

May not result in a cash refund. May result in cash refunds if credit exceeds 
tax liability owed.



Other Related And ImportantOther Related And Important 

Forms & SchedulesForms & Schedules



Oth  I t t F  & S h d lOther Important Forms & Schedules

FORMS SCHEDULES
1) Form W-2
Salary, Wages and Tip Income.

2) F 1099 INT

1) Schedule A
Itemized Deduction

2) Schedule B2) Form 1099-INT
Income.

3) Form 1099 DIV

2) Schedule B
Interest and ordinary Dividends

3) Schedule C
Profit and loss from business.3) Form 1099-DIV

Dividend Income.

4) F 1099 R

Profit and loss from business.

4) Schedule EIC
Earned Income credit.

4) Form 1099 –R 
Distributions From Pensions, 
Annuities, Retirement



F  W 2Wage & Tax Statement Form W-2Wage & Tax Statement



F  1099 RDi t ib ti  F  P i  A iti  R ti t Form 1099 - RDistributions From Pensions, Annuities, Retirement



F  1099 DIVDividends And Distributions Form 1099 - DIVDividends And Distributions



F  1099 INTInterest Income Form 1099 - INTInterest Income



S h d l  BInterest and Ordinary Dividends Schedule BInterest and Ordinary Dividends



S h d l  CProfit or Loss from Business Schedule CProfit or Loss from Business



US Taxation & Opportunities 

ToTo 

Indian Chartered Accountants



Ad t  I diAdvantage India

Turn Around Time

Intellectual Capital Rich

L C t f tiLow Costs of operation

Lower Attrition Rate

Telecom & InfrastructureTelecom & Infrastructure

Today’s Mantra
“Come to India –The Back-Office Partner of the World.”



H  O t it  f  I di  CAHuge Opportunity for Indian CA

WE ARE HARNESSING THE SAME POWER OF eTaxation, whereby, the client and the 
CPA fi l t d i U it d St t d d b k d ti f th CPA fi ’CPA firms are located in United States and we do back-end accounting for the CPA firm’s 
clients online.

ASP

CPA Firms CA Firms

US Client



H  O t it  f  I di  CAHuge Opportunity for Indian CA

120 Comparison:Population vs Returns filed
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H  O t it  f  I di  CAHuge Opportunity for Indian CA
Percentage of returns filed show a healthy trend in USA,Canada & UK.Till today, our clientele
meant a bleak 2.74%, where we can actually cater to a much larger global clientele.

70 19%

79.6%

Canada

USA

52.03%

70.19%
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Canada

2.74%

0.00% 20.00% 40.00% 60.00% 80.00% 100.00%
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Percentage

% of Returns Filed 2.74% 52.03% 70.19% 79.60%

India UK Canada USA

Percentage of Primary Returns Filed



H  O t it  f  I di  CAHuge Opportunity for Indian CA

TOTAL PRIMARY RETURNS:  PROJECTION IN USA

The IRS projection of Primary Returns show a marked increase.
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YEAR 2001 2002 2003 2004 2005 2006 2007 2008 2009

Total Primary Returns 213071 207889 212471 216054 219879 223291 225932 228638 231400



E TaxationE-Taxation

Process & Work Modalities



E T tiE-Taxation

How can a CA practice Globally ? 

Indian Accountants The Desktop Accountant of the World !!Indian Accountants – The Desktop Accountant of the World !!



H  W  C  E t  ?H  W  C  E t  ?How We Can Execute ?How We Can Execute ?

Data Upload



H  W  C  E t  ?H  W  C  E t  ?

Data Download

How We Can Execute ?How We Can Execute ?



H  W  C  E t  ?H  W  C  E t  ?

Data Storage

How We Can Execute ?How We Can Execute ?

eFileShare enables users to store and share files securely, quickly and simultaneously
through the web, eliminating the risks & delays related to email attachments or traditionalg g y
shipment methods.



W k Pl tfW k Pl tfVi t l D kt Work PlatformsWork Platforms

Virtual Desktops help everyone work on the same system, the same platform, the same
version of the software application. And the entire data is secure, backed up automatically,

d k i l i

Virtual Desktops

and kept current in real time



W k Pl tfW k Pl tfWork PlatformsWork Platforms



E T ti  Th  T iti  P

Client faxes docs (W-2, 1099 etc) 
to our toll free fax number

E-Taxation: The Transition Process

to our toll free fax number.

Th f il t
The return is then faxed / emailed 

The fax comes as an email to us. to the client.

We view the fax and  
send quote to the client.

The email (recd earlier) is forwarded to 
our tax processor to complete the return.

Standard quote is attached. On confirmation, his card is charged 
from the payment gatewayfrom the payment gateway



E T ti  Th  T iti  PE-Taxation: The Transition Process



STEP # 1 E T ti  Th  PSTEP # 1

Information received as 
E M il

E-Taxation: The Process

W l i i

E-Mail 

We log in using our 
User ID and 
Password.

Client simply Faxes, 
Calls or E-Mails the 

Information 
received as E-Mails.

details.



STEP # 2 E T ti  Th  P

Details viewed / checked and a quotation 
i t d

STEP # 2 E-Taxation: The Process

is created.

Voice attachment.

Fax attachment.



STEP # 3 E T ti  Th  P

Q t ti t t

STEP # 3 E-Taxation: The Process

Quotation sent to 
the Client via Fax, 
Phone or E-mail.

Wait for the quotation to 
get approved by the 

client. 



STEP # 4 E T ti  Th  PSTEP # 4 E-Taxation: The Process

Quotation gets approved, 
i f ti di thinformation regarding the 

clients credit card acquired 
& charged through his card 

at payment gateway

Client checks

at payment gateway

Client checks 
quotation.



STEP # 5 E T ti  Th  PSTEP # 5 E-Taxation: The Process

E-Mail containingE Mail containing 
details of the 

assignment received 
earlier forwarded to the 

Returns processed 
and soft copy sent 

back to us for
DAP to be processed.

back to us for 
quality control.



STEP # 6 E T ti  Th  P

Return faxed or E-mailed to the client.

STEP # 6 E-Taxation: The Process



O  Fi  C

Who would handle my 
client’s accounting 
d t th i k

How can I view & 
control my Financial

Overseas Firm Concerns

data…their work 
ethics??

control my  Financial 
Information?

What about my data 
security & client

Is that going to affect my 
Fi i l D i i ki ?security & client 

interests?
Financial Decision making?

How would the payment 
mechanism be?mechanism be?



T  S ft  A  I t f

Popular Applications
Tax Software: An Interface

Turbotax www.turbotax.com

ProSeries www.proseries.com

LaCerte www.lacertesoftware.com

TaxAct www taxact comTaxAct www.taxact.com



TAXACTT  S ft  A  I t f TAXACTTax Software: An Interface

Information entered directlyAll information are transferred 
to a virtual form as you 

proceed.

Information entered directly 

effects both the windows.



OS ST  S ft  A  I t f

Form type 
setup

PROSERIESTax Software: An Interface

Navigatorsg

Quick Zoom 
takes to thetakes to the 
information 
worksheet of 
the item

E l tiEasy explanations




