FOR LIVE PROGRAM ONLY

New IRS Form 965 Line-by-Line: Reporting Section 965
Transition Tax Inclusions, Deductions, and Deferrals
TUESDAY, NOVEMBER 12, 2019, 1:00-2:50 pm Eastern

IMPORTANT INFORMATION FOR THE LIVE PROGRAM
This program is approved for 2 CPE credit hours. To earn credit you must:
• Participate in the program on your own computer connection (no sharing) – if you need to register
additional people, please call customer service at 1-800-926-7926 ext. 1 (or 404-881-1141 ext. 1).
Strafford accepts American Express, Visa, MasterCard, Discover.
• Listen on-line via your computer speakers.
• Respond to five prompts during the program plus a single verification code.
• To earn full credit, you must remain connected for the entire program.

WHO TO CONTACT DURING THE LIVE PROGRAM
For Additional Registrations:
-Call Strafford Customer Service 1-800-926-7926 x1 (or 404-881-1141 x1)
For Assistance During the Live Program:
-On the web, use the chat box at the bottom left of the screen
If you get disconnected during the program, you can simply log in using your original instructions and PIN.

Tips for Optimal Quality

FOR LIVE PROGRAM ONLY

Sound Quality
When listening via your computer speakers, please note that the quality
of your sound will vary depending on the speed and quality of your internet
connection.
If the sound quality is not satisfactory, please e-mail sound@straffordpub.com
immediately so we can address the problem.
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Josh Gelernter, International Tax Senior Manager
Withum Smith+Brown
jgelernter@withum.com
Dominick Warner, CPA, Managing Director - International Tax
BDO USA
dwarner@bdo.com

Notice
ANY TAX ADVICE IN THIS COMMUNICATION IS NOT INTENDED OR WRITTEN BY
THE SPEAKERS’ FIRMS TO BE USED, AND CANNOT BE USED, BY A CLIENT OR ANY
OTHER PERSON OR ENTITY FOR THE PURPOSE OF (i) AVOIDING PENALTIES THAT
MAY BE IMPOSED ON ANY TAXPAYER OR (ii) PROMOTING, MARKETING OR
RECOMMENDING TO ANOTHER PARTY ANY MATTERS ADDRESSED HEREIN.
You (and your employees, representatives, or agents) may disclose to any and all persons,
without limitation, the tax treatment or tax structure, or both, of any transaction
described in the associated materials we provide to you, including, but not limited to,
any tax opinions, memoranda, or other tax analyses contained in those materials.
The information contained herein is of a general nature and based on authorities that are
subject to change. Applicability of the information to specific situations should be
determined through consultation with your tax adviser.
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Section 965 – The Transition
Tax

Section 965 – Transition Tax Overview

How did we get here?
▪ Former Code Section 965
▪ Taxpayers still were sheltering non-US earnings offshore
▪ Subpart F and 956 investment in US property not broad enough

Section 965 requires that in the last taxable year of a
deferred foreign income corporation (DFIC) that
begins before January 1, 2018, the subpart F income
of the corporation increases by the greater of:
▪ The corporation’s accumulated post-1986 deferred foreign
income as of November 2, 2017, or
▪ The corporation’s accumulated post-1986 deferred foreign
income as of December 31, 2017 (measurement dates)
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Section 965 – Transition Tax Overview

A specified foreign corporation is:
▪ Any CFC, and
▪ Any foreign corporation with respect to which one or more
domestic corporations is a United States shareholder (10%
ownership)

Types of specified foreign corporations:
▪ deferred foreign income corporation (DFIC)
• A DFIC is a specified foreign corporation that has accumulated
post-1986 deferred foreign income, as of the relevant
measurement date, greater than zero

▪ E&P deficit foreign corporation
• If as of November 2, 2017:
– the specified foreign corporation has an E&P deficit,
– the corporation was a specified foreign corporation, and
– the taxpayer was a United States shareholder of the corporation
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Section 965 – Transition Tax Overview

Amount included in a United States shareholder’s gross
income is taxed at 8% for non-cash assets, and 15.5% for
cash assets
The rule is not a pro rata allocation of E&P between cash
and noncash assets
If the cash position is greater than the income inclusion,
then the tax rate equals 15.5%
Applicable tax rates are arrived at by a mechanical
formula which is tied into the tax rates in effect in the
year of inclusion
▪ Differs for 2017 vs. 2018 and for individuals vs. corporations
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Section 965 – Transition Tax Overview

Aggregate foreign cash position is the greater of
▪ the aggregate of the shareholder’s pro rata share of
the cash position of each specified foreign corporation
determined as of the end of the last taxable year of
such specified foreign corporation which begins
before January 1, 2018, or
▪ the average of the aggregate determined as of the
close of the last two taxable years of each specified
foreign corporation ending before November 2, 2017

Cash position includes cash, accounts receivable
and FMV of other cash-like asseys
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Section 965 – Transition Tax Overview

A United States shareholder may elect to pay the
net tax liability in eight annual backloaded
installments
The election must have been made by the due
date of the tax return for the transition year
The first installment was due on the due date of
the tax return for the transition year, determined
without regard to extensions
▪ For many corporations, this date was April 17, 2018
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Section 965 – Transition Tax Overview
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Forms 965, 965-A, and 965-B
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Form 965
• Purpose of Form
• Compute section 965(a) inclusion amounts and section 965(c)
deductions
• Compute foreign tax credits associated with the transition tax
• Who must file
• Anyone who included amounts under section 965 for 2017 and/or
2018 or anyone who would have had an inclusion absent foreign E&P
deficit offsets
• Includes direct U.S. shareholders and indirect owners/beneficiaries
through partnerships, S Corps, and other pass-through entities
• File with taxpayers 2018 tax return
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Form 965
Form 965 - Schedules
• Schedule A – Section 965(a) inclusion amount
• Schedule B – Deferred Foreign Income Corporation E&P
• Schedule C – U.S. shareholders aggregate earnings and deficits
• Schedule D & E – U.S. shareholders aggregate foreign cash position
• Schedule F – Foreign taxes paid for the 2018 tax year
• Schedule G – Foreign taxes paid for the 2017 tax year
• Schedule H, Section 1 – Amounts reported on forms 1116 and 1118 and
disallowed foreign taxes
• Schedule H, Section 2 – Other disallowances of foreign tax credits
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Form 965
Part I –
• Determination of total inclusion amount
• Ties to Schedules A, B, and C – Specified Foreign Corporation detail
• Note that Schedules B and C must be filled out for each separate
category of income
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Form 965
Part II, Section 1 –
• Determination of total deduction (by year)
• Ties to Schedules D & E– Detail of foreign cash position
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Form 965
Part II, Section 2 –
• Determination of applicable tax rates
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Form 965
Part III –
• Disclosure of any elections made
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Form 965-A
• Purpose of Form
• For individuals or taxpayers taxed as individuals to report section
965 tax liability
• Who must file
• Any individual who has a net 965 tax liability for any tax year or
has any net 965 tax liability unpaid at any time during the tax year
• When to file
• With the reporting year income tax return.
• Note: Even if the transition tax was fully paid in 2017, Form 965-A
must be completed for the 2018 tax return
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Form 965-B
• Purpose of Form
• For C Corporations and REITs to report section 965 tax liability
• Who must file
• Any corporate taxpayer who has a net 965 tax liability for any tax
year or has any net 965 tax liability unpaid at any time during the
tax year
• When to file
• With the reporting year income tax return.
• Note: Even if the transition tax was fully paid in 2017, Form 965-B
must be completed for the 2018 tax return
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