THOMSON REUTERS®

PREPARING 1040 EXPATRIATE RETURNS

The 1040 tax application provides all the input necessary to complete a comprehensive expatriate return.
This tutorial gives you instructions for generating the following forms:

o« Form 1116: Foreign Tax Credit

o Form 2555: Foreign Earned Income

o Form 3903: Foreign Moving Expenses.

In addition, the steps to complete moving expenses and the steps required to optimize a return between
Section 911 exclusions and foreign tax credit are reviewed.

TOPICS

« Form 1116: Foreign Tax Credit (page 1)

« Form 2555: Foreign Earned Income (page 6)

« Form 3903: Foreign Moving Expenses (page 12)

« Foreign Optimization (page 15)

FORM 1116: FOREIGN TAX CREDIT

The Return and Print Options screen in the General Information folder contains options and data that
apply to allForms 1116 in a return. In the tax application, you can scroll down to view additional options and

overrides.
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2 Preparing 1040 Expatriate Returns
Form 1116: Foreign Tax Credit

Organizer  TaxForms Collapse All [J] BasicOptions  Tax Form Options I Tax Form Options (contd) Depreciation Options Print Copy Type

Next Years Organizer Print Options

New Features A
QuickTrack HELP
QuickForm Printing Form 8562

~ |3 General Information

» D Basic Return Information FINCEN FORM 114 - REPORT OF FOREIGN BANK AND FINANCIAL ACCTS
» [J © Dependents O Print FinCEN Form 114 without return

- —— O Print return without FinCEN Form 114

eturn an e ® Print both return and FinCEN Form 114, if applicable
» [0 @ Amended Return
SCHEDULE J - FARM INCOME AVERAGING SCHEDULE R - CREDIT FOR THE ELDERLY

» [ Tax Defaults
» [ Separate Returns from Joint Data [ Force Schedule J to print [ Force Schedule R to print

» T Efile
SCHEDULE SE - SELF-EMPLOYMENT TAX

» [ Source Documents (W-2, 1099s, 1098)

~ [ Income PRINT OPTIONS - TAXPAYER PRINT OPTIONS - SPOUSE
» 1 @ Wages and Salaries @ Print if required (default) @ Print if required (default)
O Force print O Force print
Interest Income
O Suppress O Suppress
Dividend Income O Suppress if Form 4029 is filed O Suppress if Form 4029 is filed
» [ Brokerage Statement
[ Brokerage Statements v [ Suppress income detail [ Suppress income detail

Figure 1

Entries are made in the Foreign Information > Foreign Tax Credit folder to generate Form 1116 - Foreign
Tax Credit. Enter information for a specific income type and country on the Foreign Tax Credit Information
screen related to that country. First, select an existing country from the drop-down list or, choose Add New
Foreign Country.

Organizer Tax Forms Collapse All[] Foreign Country ... united Ringdom -
» [ carryovers, Footnotes, Invoicing A Foreign Tax Credit Information Taxes Paid/Accrued Carryovers Special Options by I
» [ Federal Tax Elections Treaty Information

» 3 Informational Forms

I [ Foreign Information HELR
~ [ @ Foreign Tax Credit HIKO FAQs
@ Foreign Tax Credit Options
~ [ @ United Kingdom OWNERSHIP
Foreign Tax Credit Information ® Taxpayer O Spouse O Joint
© Add new Foreign Country ‘
» [ Foreign Earned Income Foreign Country (name that prints on form) *....._._.._._ United Kingdom
» [ Foreign Employer Compensation Non-2555 = An override symbol (Red asterisk) will display on the Foreign Country field if the foreign country,
» [ Foreign Financial Assets as entered, does not match the country selected in the Mandatory Country name below.

To clear the override, right click and select "Clear Override.”
» [ © Nonresident Alien

» O @ Dual Status Taxpayer Mandatory Country name for calculations and e-file (None selected) -
» B Retum by Shareholder of PFIC or QEF Note: Foreign income type and foreign country name must match entires on Schedule K-1 |
» [ Treaty-Based Position Disclosure SE/Credits/Foreign Tax Cr Organizer for Schedule K-1 data to transfer to Form 1116 organizer.
» [ Basic Tax Equalization Only the first PTP Schedule K-1 activity will transfer to Form 1116 organizer.
Custom Tax Equalization N FOREIGN INCOME TYPE

Figure 2

Enter general information and income and deductions on the Foreign Tax Credit Information screen. Use
the tabs to access the additional data entry areas for this country. The country name is a mandatory entry for
Form 1116; the country code is mandatory for e-filing.
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Preparing 1040 Expatriate Returns

Organizer Tax Forms

» [ carryovers, Footnotes, Invoicing
» [3 Federal Tax Elections
» 3 Informational Forms
~ [ Foreign Information
v [ @ Foreign Tax Credit
@ Foreign Tax Credit Options
~ [J @ United Kingdom
Foreign Tax Credit Information

© Add new Foreign Country

-

[ Foreign Earned Income

-

-

[ Foreign Financial Assets

v

[ © Nonresident Alien

-

[ @ Dual Status Taxpayer

v

3 Return by Shareholder of PFIC or QEF

-

[ Treaty-Based Position Disclosure

-

[ Basic Tax Equalization

Custom Tax Equalization

[ Foreign Employer Compensation Non-2555

Collapse All[]

A

Foreign Country ...| united

gd
Foreign Tax Credit Information

Treaty Information

HELP

HTKO FAQ's

Taxes Paid/Accrued Carryovers

Special Options by I

Foreign Country (name that prints on form) *

,,,,, United Kingdom

* An override symbol (Red asterisk) will display on the Foreign Country field if the foreign country,
as entered, does not match the country selected in the Mandatory Country name below.

To clear the override, right click and select “Clear Override.”

Mandatory Country name for calculations and e-file........... | United Kingdom

Note: Foreign income type and foreign country name must match entires on Schedule K-1 |

SE/Credits/Foreign Tax Cr Organizer for Schedule K-1 data to transfer to Form 1116 organizer.

Only the first PTP Schedule K-1 activity will transfer to Form 1116 organizer.

FOREIGN INCOME TYPE

@® Passive category income
O Lump-sum distributions

O §901() Income

O Income re-sourced by treaty

Figure 3

Form 1116: Foreign Tax Credit

You can select from a list of income types to determine the appropriate tax treatment. In this example, Passive

Income is selected.

Organizer Tax Forms

» [ canryovers, Footnotes, Invoicing
» [ Federal Tax Elections
» [ Informational Forms
~ [ Foreign Information
~ [1 @ Foreign Tax Credit
@ Foreign Tax Credit Options
~ [J @ United Kingdom
Foreign Tax Credit Information

© Add new Foreign Country

[ Foreign Earned Income

[ Foreign Financial Assets

[ © Nonresident Alien

[J @ Dual Status Taxpayer

[ Return by Shareholder of PFIC or QEF

[ Treaty-Based Position Disclosure

» M Racic Tav E.

[ Foreign Employer Compensation Non-2555

Collapse All[]

~

Foreign Country ... .-

Foreign Tax Credit Information

Treaty Information

HELP

HTKO FAQ's

Mandatory Country name for calculations and e-file

Note: Foreign income type and foreign country name must match entires on Schedule K-1 |

SE/Credits/Foreign Tax Cr Organizer for Schedule K-1 data to transfer to Form 1116 organizer.

Taxes Paid/Accrued Carryovers

United Kingdem

Only the first PTP Schedule K1 activity will transfer to Form 1116 organizer.

FOREIGN INCOME TYPE

® Passive category income
0] Lump-sum distributions

O §901(j) Income

O Income re-sourced by treaty
O General category income

Date foreign tax was paid or accrued

(Acceptable entries are a valid date or
blank. "Various" is no longer a valid
entry.)

MM/DD/YYYY

2/ DD/ YYYY

Special Options by

Figure 4
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4 Preparing 1040 Expatriate Returns
Form 1116: Foreign Tax Credit

Click the Taxes Paid/Accrued tab to enter this information.

Organizer Tax Forms Collapse All [£] Foreign Country ... | united xingdom -
» [ Carryovers, Footnotes, Invoicing A Foreign TaxCreditInformation | TaxesPald/Accrued | Carryovers  Special Options by Income Type  Fiscal Year Information
» [ Federal Tax Elections Treaty Information

» O3 Informational Forms Allocation of foreign taxes to excluded income:

~ [ Foreign Information T = Allocate taxes based on taxpayer's ratio

llocate taxes based on spouse’s ratio
~ [J @ Foreign Tax Credit

locate taxes based on joint ratio

@ Foreign Tax Credit Options R = Allocate taxes based on supplemental ratio (Enter information below)
~ [J © United Kingdom Foreign Taxes Paid or Accrued on Enter X if conversion rate is.
' } : 1 fobe used as a divisor Numerator of Supplemental Ratio
Foreign Tax Credit Information Foreign Taxes Activity Detail (1)Seenotebelow | (2) MANDATORY input below ]
ifsource input if entries on these fields.
‘© Add new Foreign Country is from Sch K-1 Conversion  U.S. Dollar
TSJR  Dividends _ Royalties Interest __Wages/Other Rate(2) _ Amount(2) _PaymentDate Excluded Income Moving Expense _Business

» [ Foreign Eamed Income

» [ Foreign Employer Compensation Non-2555
» [ Foreign Financial Assets

» [0 © Nonresident Alien

» [ © Dual Status Taxpayer

» 3 Return by Shareholder of PFIC or QEF

» [ Treaty-Based Position Disclosure

» 3 Basic Tax Equalization

Figure 5

In this example, tax of 5,600 pounds (.6 British pounds to $1 US) was paid on Wages/Other income.

Foreign Country ... gnited Ringdem (R

Foreign Tax Credit Information Taxes Paid/Accrued Carryovers Special Options by Income Type Fiscal Year Informatiq

Treaty Information

Allocation of foreign taxes to excluded income:
T = Allocate taxes based on taxpayer's ratio

S = Allocate taxes based on spouse's ratio

J = Allocate taxes based on joint ratio

R = Allocate taxes based on supplemental ratio (Enter information below)

Foreign Taxes Paid or Accrued ol Enter X if conversion rate is
1 to be used as a divisor Numerator of Supplemental H
Foreign Taxes Activity Detail (1) See note below (2) MANDATORY input below
if source input if entries on these fields [
Rents! is from Sch K-1 Conversion U.S. Dollar
TSJR  Dividends Rovyalties Interest ‘Wages/Other Rate (2) Amount (2) Payment Date Excluded Income Moving Expense
T 5,600 X

Figure 6
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Preparing 1040 Expatriate Returns
Form 1116: Foreign Tax Credit

The first Foreign Tax Credit Information screen with general limitation income automatically brings foreign
sourced income in from Form 2555 if no entry is made on the Foreign Compensation - 2555 field.

Foreign Country ... ynited Ringdom v

Foreign Tax Credit Information Taxes Paid/Accrued Carryovers Special Options by In

Treaty Information

HELP

HTKO FAQ's

FOREIGN SOURCE INCOME AND DEDUCTIONS

Income Deductions
Foreign compensation-1040 .
Foreign compensation - 2555 and NON-2555 FEC Record.......... 5,000.00
e S ™
1

WORKSHEETS A AND B - QUALIFIED DIVIDENDS AND CAPITAL GAINS TAX WORKSHEET

(When applicable, see Mandatory AMT Capital Gain Adjustments at the bottom of the screen.)

Ordinary dividends ™.
Qualified dividends - 15% (not included on 4952)**
Qualified dividends - 20% ™.
Capital gain distributions - 15% *
Capital gain distributions - 20% ™. .

o o e e

Short-term capital gains............_......._..

Figure 7
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6 Preparing 1040 Expatriate Returns

Form 2555: Foreign Earned Income

FORM 2555: FOREIGN EARNED INCOME

Make entries on the General Information screen in the Foreign Information > Foreign Earned Income
folder to generate Form 2555. The employer name is a mandatory entry.

Organizer Tax Forms

» [ Informational Forms
v [ Foreign Information

» O © Foreign Tax Credit

~ [ Foreign Eamed Income
~ O @RLC
General Information
Bona Fide Residence
Physical Presence
Travel Days

Exclusions and/or Deduction

[ Foreign Eamed Income
Puerto Rico Income
Housing Expense Table

© Add new Employer

Applicaton for Extension

» [ Foreign Employer Compensation Non-2555

» [ Foreign Financial Assets

N == 1P .

Collapse All[£]

A

Employer... zre v

HELP
Quick Track
EF Suppress FAQ's

EMPLOYEE FOREIGN INFORMATION

Addre:

Address (cont'd)....
City.

Province

Country.

(None selected)

Postal code.

Occupation if different from 1040, page 2................

EMPLOYER ADDRESS

Name (Mandatory) - RIC

Street.

City

state o T e

Figure 8
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Preparing 1040 Expatriate Returns

Form 2555: Foreign Earned Income

Scroll down the General Information screen to enter additional foreign residence information.

Employer...| grc -

HELP
Quick Track
EF Suppress FAQ's

RESIDENCY INFORMATION

Country of citizenship if nota US citizen.

If taxpayer maintained a separate foreign residence because of adverse living conditions, indicate the
the city and country of the separate foreign residence and also the number of days maintained during

the tax year
Number of
Days at

City and Country of Foreign Residence Address

31 )

Tax Homes During Tax Year Dates Established

3 A

[] Tax home was in a foreign country or countries throughout the period of Bona Fide residence or
physical presence

Figure 9

Use the Bona Fide Residence screen in the Foreign Earned Income folder to enter bona fide residence

information related to this employer.

You can enter information for physical presence instead of bona fide residence on the Physical Presence

screen. The tax application calculates the physical presence test.

| D/‘ The principal country of employment is a mandatory entry.

THOMSON REUTERS
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8 Preparing 1040 Expatriate Returns

Form 2555: Foreign Earned Income

Organizer Tax Forms Collapse Employer ... | prc -
» [0 Informational Forms A Principal country of employment (Mandatory) ... [United Ringdom
~ [ Foreign Information Test based on the 12-month period (Override) From: Through: |ma/on/vvey

» [1 @ Foreign Tax Credit

~DOF E i [ print "Physically present in a foreign country or countries for the entire 12-month period”
oreign Earned Income
[[] Use selected IRS center instead of Austin, TX for tax return mailing address

v O@RLC O Express mail will be used for mailing the return
General Information
Bona Fide Residence
Physical Presence ‘
Travel Days

Exclusions and/or Deduction

-

[ Foreign Earned Income
Puerto Rico Income
Housing Expense Table

© Add new Employer

Applicaton for Extension

» [ Foreign Employer Compensation Non-2

» [ Foreign Financial Assets N

< >

Figure 10

To optimize returns between §911 exclusion(s) and foreign tax credit, you must click the Optimize Between
the Section 911 Exclusion and Foreign Tax Credit button (shown below) to select an optimization code on
the Exclusions and/or Deduction screen. See Foreign Optimization.

-,
Organizer Tax Forms Collapse; =~ EMployer . rrc -
» O informational Forms ~ |Opt\mlze Between the Section 911 Exclusion and Foreign Tax Credit |
~ [ Foreign Information
» [ @ Foreign Tax Credit FOREIGN EARNED INCOME EXCLUSION
-
[ Foreign Eamed Income [ carry unused FEI exclusion and income to adjust numerator and denominator of Hartung ratio
~ O @RLC Number of days in foreign country (Override).
General Information Excess of FEl exclusion allowed overactual ... .

Bona Fide Residence Amount to increase/decrease current-year FE| exclusion. .

i ).
Physical Presence ‘ Foreign earned income (Override;

Travel Days
FOREIGN HOUSING COST EXCLUSION/ DEDUCTION
Exclusions and/or Deduction

[[] Spouses reside apart and cannot elect to compute housing cost exclusion jointly
Number of days in foreign country (Override).

v

[ Foreign Earned Income

Puerto Rico Income
Total foreign housing cost.

Housing Expense Table

© Add new Employer Foreign Housing Cost Limitation Table

Applicaton for Extension Nonqualifying foreign housing cost in a restricted country ...
» [ Foreign Employer Compensation Non-2 Total employer provided housing cost (Override)................._..
» [ Foreign Financial Assets M Amount from Form 2555, Line 46 (from prior year)................ccccooovoeeeenn

Figure 11
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Preparing 1040 Expatriate Returns

Form 2555: Foreign Earned Income

Scroll down the Exclusion and/or Deduction screen to enter foreign housing costs.

Employer ...| grc 4 -

Number of days in foreign country (Override)..........
Excess of FEI exclusion allowed over actual ...
Amount to increase/decrease current-year FEl exclusion....................... .

Foreign earned income exclusion (Overnide)........................o.

FOREIGN HOUSING COST EXCLUSION/ DEDUCTION

O Spouses reside apart and cannot elect to compute housing cost exclusion jointly
Number of days in foreign country (Override)..................oo.

Total foreign housingcost .

Foreign Housing Cost Limitation Table

Nonqualifying foreign housing cost in a restricted country. ...
Total employer provided housing cost (Override).................................
Amount from Form 2555, Line 46 (from prioryear)...................................
Amount from Form 2555, Line 48 (from prioryear)................................
Foreign housing cost deduction carryover from 2017 (Override)................
Housing cost exclusion (Overnide)................ e .

Housing cost deduction (Override)..................

ADJUSTMENTS RELATED TO EXCLUDED INCOME

Figure 12
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10 Preparing 1040 Expatriate Returns

Form 2555: Foreign Earned Income

Select Add new Allocation Period to add an allocation period.

Add new Allocation Period

Figure 13
Foreign compensation is entered at Organizer > Source Documents > W-2 > Add new Employer.

D/‘ Important: Enter the desired value from the Employer - Allocation Period grid into the Match
- W-2 with Employer - Allocation Period field.

If the foreign compensation should be reported on a Foreign Employer Compensation (FEC) Record, select the
check box for Report on FEC Record. If you select the check box to Report on FEC Record, select the
hyperlink: Non-W-2 (FEC Record).

If the foreign compensation should not be reported on a Form W-2 or FEC Record, select the check box for Do
not report on a W-2 or FEC Record.

Select the hyperlink Days Worked to enter days worked information.

THOMSON REUTERS
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Select the hyperlink Foreign Earned Income to enter foreign compensation.

Preparing 1040 Expatriate Returns

Form 2555: Foreign Earned Income

Go to Organizer > Source Documents > W-2 > employer name and elect the Foreign Earned Income
hyperlink.

Organizer  TaxForms
New Features

QuickTrack

QuickForm

[ General Information

» O Eile

O3 source Documents (W-2, 1099s, 1098)
v Oow2
© Overland Financial

© Add new Employer

» Ow2e

» [ 1099-INT/1099-0ID

» [ 10990V

» [ Brokerage Statement (Consolidated 1099)
» [J 1098 - Mortgage Interest and Taxes

» O3 10081

L1 1099-MISC

[ 1099-5A

< >

Collapse All[ | EMPIOYer ... overland Financial -

Wage State Alloc.

Wages and Withholding

FEC Record - 2555

appropriate

iing
Bolded Items will carry to appropriate fields throughout the return.

flow return(s).

3 A
Non-bolded iters are for electronic fiing purposes and only require input f the return willbe electronically fied
OTapayer O Spouse  © Noneselected | Estmated TaxPayments  Columnar Wages  QuickTrack
a Employee’s social security number W-2 Type x
ployee’s social security number (andstony @® standard O Non-Standard OMB No. 15450008
forefile) [ Corrected W-2
b Employer identification number 1 Wages, tips, other comp. 2 Federal income tax withheld
Foreign Wages (Form 2655)
© Employer's name, Employer's name line2 | 3 Social Security Wages 4 Social Security Tax Withheld | _Days Worked
prmam— e Pr——— Watch W-2 with Employer - Allocafi
ddross, iy, tate, 2P ledicare Wages and Tips icare Tax Withhel
Empioyer - All
Ric - 2018

Lal 7 Social Security Tips

USiForeign address

Foreign province Foreign postal code.

Foreign counts
None selected) —~

8 Allocated Tips

Employer AND allocation period car
Foreign Information | Foreign Eame.
Foreign Eamed Income | Add new ¢

[ Reporton FEC Record

Control number
<

9 Verification code _(Vald entries are A-F. 0-9)

10 Dependent Care Benefits

[ Do not report on a W-2 or FEC V|
RegPfthmber imoort oniv.

Figure 14

Enter base salaries and other foreign compensation. Selecting an allocation method determines how the
income is divided between US and foreign assignments. Non-cash income is also entered on this organizer
screen. You can allocate the part of each non-cash income item to the days worked in the US.

Organizer Tax Forms

New Features
QuickTrack

QuickForm

3 General Information

[ E-file

c Employer ... overland rinancial -

Al | Allocation Metnods

Default = Fereign-source income earned during foreign assignment. No allocation is made.

A =U.S source income earned during U 8. assignment. Not included on Form 2555. No allocation is made
B = Income earned while on foreign assignment and allocated to days worked in U.S_

C = Income eamned while on U.S. assignment and allocated to days worked in foreign country.

D = Income eamed partially during foreign assignment and partially before and after foreign assignment.

E = U.S. source income earned during foreign assignment. Not included on Form 2555. No allocation is made.

[ Source Documents (W-2, 1099s,

v Ow2
@ Overland Financial

© Add new Employer

-

0O w-ac

-

[ 1099-INT/1099-0ID

-

3 1099-DIV

-

-

-

[ 1008-T

-

3 1099-MISC

-

[ 1099-sA

[ Brokerage Statement (Consoli

Noncash Income

Hypothetical income for Tax Equalizations

| Amount

Allocation Methods

(Default) v

[[] Home (Lodging) :] (Default) v
[ T—
[ Car..

Other Property

(Default) v

Amount

[7 1098 - Mortgage Interest and

Base Salaries

[ https://ga.onesourcetax.com/oit/web-organizer/ ]

Base salarie:

E-file return? Click this.

Alloc
Meth
(Default)

X if Hypothetical income
for Tax Equalizations

Figure 15
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12 Preparing 1040 Expatriate Returns

Form 3903: Foreign Moving Expenses

After inputting foreign compensation, the allocation of compensation can be reviewed in the printed return as
well as in tax forms view at Tax Forms > Federal > 2555 — Foreign Earned Income > employer name >
Page 2 tab. Drill down on line 19.

Organizer Tax Forms C Employer ‘ RLC -
N Con
[ 2441 - Child and Dependent C 2556 - Allocation of Total Earned Income
v [ 2555 - Foreign Earned Incor —— -
efore/After uring
RLC Foreign Assignment Foreign Assignment
Overland Fincial Total us Foreign us Foreign
© Add new 2555 I WD o e N | “ ‘ |‘ N ‘ “
» [ 2848 - Power of Attormey U.S. or restricted income. ... N
N . Personal service income:
» [J 3115 - Change in Accounting | Business i . . .
3468 - Investment Credit Partnership ... N N N N N
» [ 3520 - Foreign Trusts and Fon Non-cash income
B Home (lodging)....................._
» [ 3520A - Foreign Trust with US 1 1 1 1 1
Meals ...
3800 - General Business Credit 3 3 3 1 31
Car
» _ 3 3 3 3 3
[ 3903 - Moving Expenses Other praperty............... )
4136 - Federal Tax Paid on Fuels ATerEm B K E B E
4137 - Soc Sec Tax on Unreporter Co=lloflRving Rt 1 1 1 1 1
4255 - Recapture of Investment C R e 1 1 1 1 1
- Education.............ccccocoeeeees
» [ 4562 - Depreciation and Am¢ 1 1 1 1 3
Homeleave ... . .
4563 - Income Exclusion Americal v 3 3 31 3 3
Quarters._____________
< I > ———————_—__————_____.

Figure 16

FORM 3903: FOREIGN MOVING EXPENSES

To generate Form 3903 for foreign moving expenses, entries are made on the Moving Expense screen in the
Adjustments to Income folder. If the moving expense needs to be considered on Form 1116, check the box
shown below.

Add new City of Move

London

Figure 17
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Preparing 1040 Expatriate Returns 13

Form 3903: Foreign Moving Expenses

To see more foreign options, scroll down to the bottom of the screen.

Cityof Move ... 1ondon -

ALLOCATION OF MOVING EXPENSES TO EXCLUDED SECTION 911 INCOME

NOTE: if form 3803 is not printing, then "Year of Move" has been entered below, but no expenses under it.

O Adjust allocation ratio by U S income while on foreign assignment

[ Include recapture of prior year moving expense in current year income

TWO YEAR ALLOCATION YEAR OF MOVE

O Consider all expensas with two year allocation O Current year move

O Do not allocate expenses over two years O Prior year move

O Force two year allocation O Subsequent year move
® (None selected) ® (None selected)

Prior year section 911 exclusIon.................. e
Prior year foreign earned INCOME. ... .
Current year section 911 exclusion (Override). ... ..
Current year foreign eamed income (Overnide)......................... .
Next year section 911 exclusion. .
Next year foreign earmed INCOME. ...
Actual moving expense allocated to section 911 income..............................
Moving expense subject to disallowance in the yearofmove. ...
Prior year moving expense before scaledown. ...

Recapture of prior year moving expense (Override) ... ... ..

Figure 18

THOMSON REUTERS
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14 Preparing 1040 Expatriate Returns
Form 3903: Foreign Moving Expenses

Enter information for moving expenses that are to be allocated to excluded §911 income.

City of Move ...| rondon v
'u’

[ Include recapture of prior year moving expense in current year income

TWO YEAR ALLOCATION YEAR OF MOVE

O Consider all expenses with two year allocation O current year move

O Do not allocate expenses over two years O Prior year move

O Force two year allocation O Subsequent year move
@® (None selected) @ (None selected)

Prior year section 911 exclusion. ...

Prior year foreign eamed INCOME............. e .

Current year section 911 exclusion (Override).................

Current year foreign earned income (Override). ... .

Next year section 911 exclusion ...

Next year foreign earned iINCOME. ...
Actual moving expense allocated to section 911 income..............................
Moving expense subject to disallowance in the yearof move ...
Prior year moving expense before scale down........................

Recapture of prior year moving expense (Override)......................................

Figure 19
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FOREIGN OPTIMIZATION

To force Section 911 exclusion or optimize between the Sec. 911 exclusions and the foreign tax credit, use the

Preparing 1040 Expatriate Returns

Foreign Optimization

Exclusions and Deductions Organizer under Foreign Earned Income.

Organizer Tax Forms Ci

» [ Informational Forms ~

Employer ...| zic -

|Opnm\ze Between the Section 911 Exclusion and Foreign Tax Credit |

" [ Foreign Information

» [J @ Foreign Tax Credit

~ [ Foreign Earned Income

~ O Q@RLC

General Information
Bona Fide Residence
Physical Presence
Travel Days

Exclusions and/or Deduct|

-

[ Foreign Earned Incol
Puerto Rico Income
Housing Expense Table
» O © overland Fincial

© Add new Employer

Applicaton for Extension

v
» [ Foreign Employer Compensati
>

FOREIGN EARNED INCOME EXCLUSION

[J camy unused FEI exclusion and income to adjust numerator and denominator of Hartung ratio
Number of days in foreign country (Override)..............................

Excess of FEl exclusion allowed over actual ...
Amount to increase/decrease current-year FEI exclusion

Foreign earned income exclusion (Override).................._........

FOREIGN HOUSING COST EXCLUSION/ DEDUCTION

O Spouses reside apart and cannot elect to compute housing cost exclusion jointly
Number of days in foreign country (Override)......................_..

Total foreign housing cost

Foreign Housing Cost Limitation Table

Nonqualifying foreign housing cost in a restricted country.....................
Total employer provided housing cost (Override)............ccccoooooeiiis
Amount from Form 2555, Line 46 (from prior year)......................._.__._.

Amonnnt from Enrm 2555 1 ine 48 (from nrior usar)

Figure 20

Select each list box to see the applicable choices. Here you can force specific §911 exclusions if necessary.

Organizer Tax Forms

» [ Informational Forms

~ [ Foreign Information

» [0 @ Foreign Tax Credit

~ [ Foreign Earned Income

v O@RLC

General Information
Bona Fide Residence
Physical Presence

Travel Days

-

Puerto Rico Income

» [0 @ Overland Fincial
© Add new Employer

Applicaton for Extension

[ Foreign Earned Incor

Housing Expense Table

Ci
OPTIMIZATIONS BETWEEN THE SECTION 911 AND FOREIGN TAX CREDIT

About Optimization

- Make all changes fo the return before beginning the optimization computations.

- Compute time will be longer than the regular compute since the aptimization
requires multiple recomputations.

- This combination is set on Form(s) 2555 until the next optimization is initiated

Select one to Optimize between the Section 911 exclusion and Foreign Tax Credit

Note: At least one Taxpayer Form 2555 and one Spouse Form 2555 must be present

in the return for application of the Optimization options.

MANDATORY

i O Allow or disallow the foreign eamed income exclusion
O Allow or disallow the foreign housing cost exclusion
O Allow or disallow the foreign eamed income and foreign housing cost exclusions

® Not Applicable

Exclusions and/or Deducti

|Select one to force a specific Sec. 911 exclusion (Override)

(None selected) N
Foreign earned income exclusion only

Foreign earned income and joint housing cost

Foreign earned income and separate housing cost

Joint housing cost only

Separate housing cost only

No exclusions (No Form 2555 will be printed)

carryover

Optimization Results
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Foreign Optimization

Figure 21

D/‘ The Optimization features only apply when two 2555 forms are entered, one for Taxpayer and
- one for Spouse.

OPTIMIZATIONS BETWEEN THE SECTION 911 AND FOREIGN TAX CREDIT

About Optimization

- Make all changes to the return before beginning the optimization computations.

- Compute time will be longer than the regular compute since the optimization
requires multiple recomputations.

- This combination is set on Form(s) 2555 until the next optimization is initiated

Select one to Optimize between the Section 911 exclusion and Foreign Tax Credit
Note: At least one Taxpayer Form 2555 and one Spouse Form 2555 must be present

in the return for application of the Optimization options.

MANDATORY

O Allow or disallow the foreign earned income exclusion

O Allow or disallow the foreign housing cost exclusion

O Allow or disallow the foreign earmned income and foreign housing cost exclusions
® Not Applicable

Select one to force a specific Sec. 911 exclusion (Override)

(None selected)

Foreign earned income exclusion only

Foreign earned income and joint housing cost
Foreign earned income and separate housing cost
Joint housing cost only

Separate housing cost only

No exclusions (No Form 2555 will be printed)

carryover

Optimization Results

Figure 22
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Preparing 1040 Expatriate Returns

Foreign Optimization

Click the Begin Optimization Computation button after making your selections.

OPTIMIZATIONS BETWEEN THE SECTION 911 AND FOREIGN TAX CREDIT

About Optimization

- Make all changes to the return before beginning the optimization computations.

- Compute time will be longer than the regular compute since the optimization
requires multiple recomputations.

- This combination is set on Form(s) 2555 until the next optimization is initiated.

Select one to Optimize between the Section 911 exclusion and Foreign Tax Credit
Note: At least one Taxpayer Form 2555 and one Spouse Form 2555 must be present

in the return for application of the Optimization options.

MANDATORY

O Allow or disallow the foreign earned income exclusion

O Allow or disallow the foreign housing cost exclusion

O Allow or disallow the foreign earned income and foreign housing cost exclusions
® Not Applicable

Select one to force a specific Sec. 911 exclusion (Override)

(None selected) -

O Optimal return should be determined considering FTC carryover

Begin Optimization Computation

Optimization Results

Figure 23
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Foreign Optimization

After you have run the optimization calculation, you can view the results when you click the Optimization
Results link (see arrow above), and a workpaper appears with the results.

Page 1 Page 2 Page 3 FEI Tax Worksheet Foreign Optimization

Foreign Optimization

Taxpayer Exclusions Spouse Exclusions

FTC Used
FEI Housing FEI Housing Taxable Income Foreign Tax Credit Carryover to Total Tax ®

Figure 24
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