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What's New

Premium tax credit. You may be
eligible to claim the premium tax credit
if you, your spouse, or a dependent
enrolled in health insurance through
the Health Insurance Marketplace.
See the instructions for line 65 and
Form 8962 for more information.

Advance payments of the premium
tax credit. Advance payments of the
premium tax credit may have been
made to the health insurer to help pay
for the insurance coverage of you,
your spouse, or your dependent. If
advance payments of the premium tax
credit were made, you must file a
2014 tax return and Form 8962. If you
enrolled someone who is not claimed
as a dependent on your tax return or
for more information, see the
instructions for Form 8962.

Form 1095-A. If you, your spouse, or
a dependent enrolled in health
insurance through the Marketplace,
you should have received Form(s)
1095-A. If you receive Form(s) 1095-A
for 2014, save it. It will help you figure
your premium tax credit. If you did not
receive a Form 1095-A, contact the
Marketplace.

Medicaid waiver payments. If you
received certain payments under a
Medicaid waiver program for caring
for someone who lives in your home
with you, you may be able to exclude
these payments from your income.
See the instructions for line 21.

If you reported these payments on
your return for 2013 or an earlier year,
see www.irs.gov/Individuals/Certain-
Medicaid-Waiver-Payments-May-Be-
Excludable-From-Income. You may
want to file Form 1040X to amend that
prior year return.

Personal exemption amount in-
creased for certain taxpayers.
Your personal exemption amount is
increased to $3,950. But the amount
is reduced if your adjusted gross
income (AGI) is more than:

Cat. No. 11368V

® $152,525 if married (box 3, 4, or 5
on page 1 of Form 1040NR),

® $254,200 if single (box 1 or 2 on
page 1 of Form 1040NR), or

® $305,050 if qualifying widow(er)
(box 6 on page 1 of Form 1040NR).
See the instructions for line 40 for
more details.

Limitation on itemized deductions.
You may not be able to deduct all your
itemized deductions if your AGl is
more than:

® $152,525 if married (box 3, 4, or 5
on page 1 of Form 1040NR),

® $254,200 if single (box 1 or 2 on
page 1 of Form 1040NR), or

® $305,050 if qualifying widow(er)
(box 6 on page 1 of Form 1040NR).
See the instructions for line 38 and
Schedule A for more details.

Section 67(e) regulations. For
2014, the proposed regulations for
section 67(e) clarify which costs, such
as investment advisory and bundled
fiduciary fees, incurred by estates and
nongrantor trusts are and are not
exempt from the 2% floor for
miscellaneous itemized deductions.
Notice 2011-37 (available at
www.irs.gov/irb/2011-20 IRB/
ar08.html) extends the existing interim
guidance under the proposed
regulations for section 67(e) providing
that taxpayers will not be required to
determine the portion of a bundled
fiduciary fee that is subject to the 2%
floor.

Note. The final regulations under
section 67(e) have been issued
(available at www.irs.gov/irb/
2014-22 IRB/ar05.html). However,
the effective date of the regulations
has been amended to apply to tax
years beginning after December 31,
2014.

Direct deposit. To combat fraud and
identity theft, the number of refunds
that can be directly deposited to a
single financial account or prepaid
debit card is now limited to three a
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year. After this limit is exceeded,
paper checks will be sent instead.

Direct Pay. The best way to pay your
taxes is with IRS Direct Pay. It's the
safe, easy, and free way to pay from
your checking or savings account in
one online session. Just click "Pay
Your Tax Bill" on IRS.gov.

New uniform policy regarding
ITINs. Your ITIN will expire if you do
not use it on a U.S. income tax return
for any year during a period of 5
consecutive tax years. Once your ITIN
expires, you must reapply using Form
W-7. This new policy applies to any
ITIN regardless of when it was issued.
The IRS will not begin deactivating
ITINs until 2016.

General Instructions

Items To Note

Form 1040NR-EZ. You may be able
to use Form 1040NR-EZ if your only
income from U.S. sources is wages,
salaries, tips, refunds of state and
local income taxes, and scholarship or
fellowship grants. For more details,
see Form 1040NR-EZ and its
instructions.

Special rules for former U.S. citi-
zens and former U.S. long-term
residents. If you renounced your
U.S. citizenship or terminated your
long-term resident status, you may be
subject to special rules. Different rules
apply based on the date you
renounced your citizenship or
terminated your long-term residency
in the United States. See Special
Rules for Former U.S. Citizens and
Former U.S. Long-Term Residents

(Expatriates), later.

Self-employment tax. You must pay
self-employment tax on your
self-employment income if an
international social security
agreement in effect between your
country of tax residence and the
United States provides that you are
covered under the U.S. social security
system. Enter the tax on line 55. See
the instructions for line 55 for
additional information. Enter the
deductible part of your
self-employment tax on line 27. Attach
Schedule SE (Form 1040). See the
Instructions for Schedule SE (Form
1040) for additional information.

Social security or Medicare taxes
withheld in error. If you are a
foreign student on an F1, J1, M, or Q
visa, and social security or Medicare
taxes were withheld on your wages in
error, you may want to file Form 843,
Claim for Refund and Request for
Abatement, to request a refund of
these taxes. For more information,
see Refund of Taxes Withheld in Error
in chapter 8 of Pub. 519, U.S. Tax
Guide for Aliens.

Other reporting requirements. You
also may have to file other forms,
including the following.

® Form 8833, Treaty-Based Return
Position Disclosure Under Section
6114 or 7701(b).

® Form 8840, Closer Connection
Exception Statement for Aliens.

® Form 8843, Statement for Exempt
Individuals and Individuals With a
Medical Condition.

® Form 8938, Statement of Specified
Foreign Financial Assets.

For more information, and to see if
you must file one of these forms, see
chapter 1 of Pub. 519.

Additional Information

If you need more information, our free
publications may help you. Pub. 519
will be the most important, but the
following publications also may help.

Pub. 501 Exemptions, Standard
Deduction, and Filing Information
Taxable and Nontaxable Income
Miscellaneous Deductions
Information on the United
States—Canada Income Tax
Treaty

U.S. Tax Treaties

IRS Guide to Free Tax Services
(includes a list of all publications)

Pub. 525
Pub. 529
Pub. 597

Pub. 901
Pub. 910

These free publications and the
forms and schedules you will need are
available from the Internal Revenue
Service. You can download them at
IRS.gov. Also see How To Get Tax
Help, later, for other ways to get them
(as well as information on receiving
IRS assistance in completing the
forms).

Resident Alien or
Nonresident Alien

If you are not a citizen of the United
States, specific rules apply to
determine if you are a resident alien or
a nonresident alien for tax purposes.
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Generally, you are considered a
resident alien if you meet either the
green card test or the substantial
presence test for 2014. (These tests
are explained in Green Card Test and
Substantial Presence Test, later.)
Even if you do not meet either of these
tests, you may be able to choose to
be treated as a U.S. resident for part
of 2014. See First-Year Choice in
chapter 1 of Pub. 519 for details.

Generally, you are considered a
nonresident alien for the year if you
are not a U.S. resident under either of
these tests. However, even if you are
a U.S. resident under one of these
tests, you still may be considered a
nonresident alien if you qualify as a
resident of a treaty country within the
meaning of an income tax treaty
between the United States and that
country and elect to be treated as a
resident of that country. You can
download the complete text of most
U.S. tax treaties at IRS.gov. Enter “tax
treaties” in the search box at the top of
the page, and click on "United States
Income Tax Treaties-AtoZ."
Technical explanations for many of
those treaties are also available at
that site.

For more details on resident and
nonresident status, the tests for
residence, and the exceptions to
them, see chapter 1 of Pub. 519.

Green Card Test

You are a resident for tax purposes if
you were a lawful permanent resident
(immigrant) of the United States at
any time during 2014 and you took no
steps to be treated as a resident of a
foreign country under an income tax
treaty. (However, see Dual-Status
Taxpayers, later.) In most cases, you
are a lawful permanent resident if the
U.S. Citizenship and Immigration
Services (USCIS) (or its predecessor
organization, INS) has issued you an
alien registration card, also known as
a green card.

If you surrender your green card,
your status as a resident for tax
purposes will change as of the date
you surrender your green card if all of
the following are true.

1. You mail a letter to the USCIS
stating your intent to surrender your
green card.

2. You send this letter by certified
mail, return receipt requested (or the
foreign equivalent).

Instructions for Form 1040NR (2014)
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3. You have proof that the letter
was received by the USCIS.

Keep a copy of the letter and the
proof that the letter was received.

Until you have proof your
- letter was received, you
(XYL} remain a resident for tax
purposes even if the USCIS would not
recognize the validity of your green
card because it is more than ten years
old or because you have been absent

from the United States for a period of
time.

For more details, including special
rules that apply if you give up your
green card after holding it in at least 8
of the prior 15 years, see chapter 1 of
Pub. 519.

Substantial Presence Test

You are considered a U.S. resident if
you meet the substantial presence
test for 2014. You meet this test if you
were physically present in the United
States for at least:

1. 31 days during 2014, and

2. 183 days during the period
2014, 2013, and 2012, using the
following chart.

(a) (b) (c) (d)
Year | Days of | Multiplier | Testing
physical days
presence (multiply
(b) times
(c))
2014 1.000
2013 .333
2012 167
Total testing days (add column
)

Generally, you are treated as
present in the United States on any
day that you are physically present in
the country at any time during the day.
However, there are exceptions to this
rule. In general, do not count the
following as days of presence in the
United States for the substantial
presence test.
® Days you commute to work in the
United States from a residence in
Canada or Mexico if you regularly
commute from Canada or Mexico.
® Days you are in the United States
for less than 24 hours when you are in
transit between two places outside the
United States.
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® Days you are in the United States
as a crew member of a foreign vessel.
® Days you intend, but are unable, to
leave the United States because of a
medical condition that arose while you
were in the United States.

® Days you are an exempt individual
(defined next).

You may need to file Form
- 8843 to exclude days of
e presence in the United States
for the substantial presence test. For
more information on the requirements,

see Form 8843 in chapter 1 of Pub.
519.

Exempt individual. Forthese
purposes, an exempt individual is
generally an individual who is a:

® Foreign government-related
individual;

® Teacher or trainee who is
temporarily present under a “J” or “Q”
visa;

® Student who is temporarily present
under an “F,” “J,” “M,” or “Q” visa; or
® Professional athlete who is
temporarily in the United States to
compete in a charitable sports event.

Note. Alien individuals with “Q” visas
are treated as either students,
teachers, or trainees and, as such,
are exempt individuals for purposes of
the substantial presence test if they
otherwise qualify. “Q” visas are issued
to aliens participating in certain
international cultural exchange
programs.

See chapter 1 of Pub. 519 for more
details regarding days of presence in
the United States for the substantial
presence test.

Closer Connection to Foreign
Country

Even though you otherwise would
meet the substantial presence test,
you can be treated as a nonresident
alien if you:

® Were present in the United States
for fewer than 183 days during 2014,
® Establish that during 2014 you had
a tax home in a foreign country, and
¢ Establish that during 2014 you had
a closer connection to one foreign
country in which you had a tax home
than to the United States unless you
had a closer connection to two foreign
countries.

See chapter 1 of Pub. 519 for more
information.

Closer connection exception for
foreign students. If you are a
foreign student in the United States,
and you have met the substantial
presence test, you still may be able to
claim you are a nonresident alien. You
must meet both of the following
requirements.

1. You establish that you do not
intend to reside permanently in the
United States. The facts and
circumstances of your situation are
considered to determine if you do not
intend to reside permanently in the
United States. The facts and
circumstances include the following.

a. Whether you have taken any
steps to change your U.S. immigration
status to lawful permanent resident.

b. During your stay in the United
States, whether you have maintained
a closer connection with a foreign
country than with the United States.

2. You have substantially
complied with your visa requirements.

You must file a fully completed
Form 8840 with the IRS to claim the
closer connection exception. See
Form 8840 in chapter 1 of Pub. 519.

You cannot use the closer
- connection exception to
() remain a nonresident alien
indefinitely. You must have in mind an

estimated departure date from the
United States in the near future.

Who Must File

File Form 1040NR if any of the
following four conditions applies to
you.

1. You were a nonresident alien
engaged in a trade or business in the
United States during 2014. You must
file even if:

a. You have noincome from a
trade or business conducted in the
United States,

b. You have no U.S. source
income, or

c. Yourincome is exempt from
U.S. tax under a tax treaty or any
section of the Internal Revenue Code.

However, if you have no gross
income for 2014, do not complete the
schedules for Form 1040NR. Instead,
attach a list of the kinds of exclusions
you claim and the amount of each.



Gross income means all
income you received in the

form of money, goods,
property, and services that is not
exempt from tax. In most cases, it
includes only income from U.S.
sources. Gross income includes
gains, but not losses, from asset
transactions. Gross income from a
business means, for example, the
amount on Schedule C (Form 1040),
line 7; or Schedule F (Form 1040),
line 9. But, in figuring gross income,
do not reduce your income by any
losses, including any loss on
Schedule C (Form 1040), line 7; or
Schedule F (Form 1040), line 9.

2. You were a nonresident alien
not engaged in a trade or business in
the United States during 2014 and:

a. You received income from U.S.
sources that is reportable on
Schedule NEC, lines 1 through 12,
and

b. Not all of the U.S. tax that you
owe was withheld from that income.

3. You represent a deceased
person who would have had to file
Form 1040NR.

4. You represent an estate or trust
that has to file Form 1040NR.

Other situations when you must
file. You must file a return for 2014 if
you owe any special taxes, including
any of the following.

¢ Alternative minimum tax.

® Additional tax on a qualified plan,
including an individual retirement
arrangement (IRA), or other
tax-favored account.

If you are filing a return only
because you owe this tax,

you can file Form 5329 by

itself.
® Household employment taxes.

If you are filing a return only

because you owe this tax,
you can file Schedule H
(Form 1040) by itself.

® Social security and Medicare tax on
tips you did not report to your
employer or on wages you received
from an employer who did not
withhold these taxes.

® Recapture of first-time homebuyer
credit. See the instructions for

line 59b.

® Write-in taxes or recapture taxes,
including uncollected social security
and Medicare or RRTA tax on tips you
reported to your employer or on
group-term life insurance and
additional taxes on health savings
accounts. See the instructions for

line 60.

You also must file a return if you
received HSA, Archer MSA, or
Medicare Advantage MSA
distributions.

You also must file a return if you
had net earnings from
self-employment of at least $400 and
you are a resident of a country with
whom the United States has an
international social security
agreement. See the instructions for
line 55.

You must file a return if advance
payments of the premium tax credit
were made for you, your spouse, or a
dependent who enrolled in coverage
through the Health Insurance
Marketplace. You should have
received Form(s) 1095-A showing the
amount of the advance payments, if
any.

Exceptions. You do not need to
file Form 1040NR if:

1. Youronly U.S. trade or
business was the performance of
personal services; and

a. Your wages were less than
$3,950; and

b. You have no other need to file a
return to claim a refund of
overwithheld taxes, to satisfy
additional withholding at source, or to
claim income exempt or partly exempt
by treaty; or

2. You were a nonresident alien
student, teacher, or trainee who was
temporarily present in the United
States under an “F,” “J,” “M,” or “Q”
visa, and you have no income that is
subject to tax under section 871 (that
is, the income items listed on page 1
of Form 1040NR, lines 8 through 21,
and on page 4, Schedule NEC, lines 1
through 12).

3. You were a partnerina U.S.
partnership that was not engaged in a
trade or business in the United States
during 2014 and your Schedule K-1
(Form 1065) includes only income
from U.S. sources that you must
report on Schedule NEC, lines 1
through 12.

If the partnership withholds
. taxes on this income in 2015
YLy and the tax withheld and
reported in box 10 of Form 1042-S is
more or less than the tax due on the
income, you will need to file Form
1040NR for 2015 to pay the
underwithheld tax or claim a refund of
the overwithheld tax.
have to file a return, you

should file one to get a refund
of any federal income tax withheld.
You also should file if you are
engaged in a U.S. trade or business
and are eligible for any of the following
credits.
® Additional child tax credit.

® Credit for federal tax on fuels.
® Premium tax credit.

Even if you do not otherwise

See Pub. 501 for more details, and if
you do not have to file but received a
Form 1099-B (or substitute
statement).

Exception for certain children un-
der age 19 or full-time students. If
your child was under age 19 at the
end of 2014 or was a full-time student
under age 24 at the end of 2014, had
income only from interest and
dividends that are effectively
connected with a U.S. trade or
business, and that income totaled less
than $10,000, you can elect to report
your child's income on your return. To
do so, use Form 8814. If you make
this election, your child does not have
to file a return. For details, including
the conditions for children under age
24, see Form 8814.

A child born on January 1, 1991, is
considered to be age 24 at the end of
2014. Do not use Form 8814 for such
a child.

Filing a deceased person's return.
The personal representative must file
the return for a deceased person who
was required to file a return for 2014.
A personal representative can be an
executor, administrator, or anyone
who is in charge of the deceased
person's property.

Filing for an estate or trust. If you
are filing Form 1040NR for a
nonresident alien estate or trust,
change the form to reflect the
provisions of Subchapter J,

Chapter 1, of the Internal Revenue
Code. You may find it helpful to refer
to Form 1041 and its instructions.

Instructions for Form 1040NR (2014)



If you are filing Form 1040NR
for a foreign trust, you may
()  have to file Form 3520-A,
Annual Information Return of Foreign
Trust With a U.S. Owner, on or before
March 16, 2015. For more
information, see the Instructions for
Form 3520-A.

Simplified Procedure for
Claiming Certain Refunds

You can use this procedure only if you
meet all of the following conditions for
the tax year.

® You were a nonresident alien.

® You were not engaged in a trade or
business in the United States at any
time.

® You had no income that was
effectively connected with the conduct
of a U.S. trade or business.

® Your U.S. income tax liability was
fully satisfied through withholding of
tax at source.

® You are filing Form 1040NR solely
to claim a refund of U.S. tax withheld
at source under chapter 3 or tax
withheld under chapter 4 (FATCA).

Example. John is a nonresident
alien individual. The only U.S. source
income he received during the year
was dividend income from U.S.
stocks. The dividend income was
reported to him on Form(s) 1042-S.
On one of the dividend payments, the
withholding agent incorrectly withheld
at a rate of 30% (instead of 15%).
John is eligible to use the simplified
procedure.

If you meet all of the conditions
listed earlier for the tax year, complete
Form 1040NR as follows.

Page 1. Enter your name, identifying
number (defined in Identifying
Number, later), and all address
information requested at the top of
page 1. If your income is not exempt
from tax by treaty, leave the rest of
page 1 blank. If your income is
exempt from tax by treaty, enter the
exempt income on line 22 and leave
the rest of page 1 blank.

Page 4—Schedule NEC, lines 1a
through 12. Enter the amounts of
gross income you received from
dividends, interest, royalties,
pensions, annuities, and other
income. If any income you received
was subject to backup withholding or
withholding at source, you must
include all gross income of that type
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that you received. The amount of
each type of income should be shown
in the column under the appropriate
U.S. tax rate, if any, that applies to
that type of income in your particular
circumstances.

If you are entitled to a reduced rate
of, or exemption from, withholding on
the income pursuant to a tax treaty,
the appropriate rate of U.S. tax is the
same as the treaty rate. Use column
(d) if the appropriate tax rate is other
than 30%, 15%, or 10%, including 0%.

Example. Mary is a nonresident
alien individual. The only U.S. source
income she received during the year
was as follows.
® 4 dividend payments.
® 12 interest payments.

All payments were reported to Mary
on Form(s) 1042-S. On one of the
dividend payments, the withholding
agent incorrectly withheld at a rate of
30% (instead of 15%). There were no
other withholding discrepancies. Mary
must report all four dividend
payments. She is not required to
report any of the interest payments.

Note. Payments of gross proceeds
from the sale of securities or regulated
futures contracts are generally
exempt from U.S. tax. If you received
such payments and they were
subjected to backup withholding,
specify the type of payment on line 12
and show the amount in column (d).

Lines 13 through 15. Complete
these lines as instructed on the form.

Page 5—Schedule Ol. You must
answer all questions. Foritem L,
identify the country, tax treaty
article(s) under which you are
applying for a refund of tax, and the
amount of exempt income in the
current year. Also attach Form 8833 if
required.

Note. If you are claiming a reduced
rate of, or exemption from, tax based
on a tax treaty, you generally must be
a resident of the particular treaty
country within the meaning of the
treaty and you cannot have a
permanent establishment or fixed
base in the United States. See Pub.
901 for more information on tax
treaties.

If you are claiming an exemption
from tax under chapter 4, you must
qualify for a reduced rate of, or
exemption from, tax for chapter 3

-5-

purposes unless the payment is not
an amount subject to chapter 3
withholding. See Regulations section
1.1441-2(a).

Page 2—Ilines 54 and 61. Enteron
line 54 the tax on income not
effectively connected with a U.S.
trade or business from page 4,
Schedule NEC, line 15. Enter your
total income tax liability on line 61.

Line 62a. Enter the total amount of
U.S. tax withheld from Form(s) 1099.

Line 62d. Enter the total amount of
U.S. tax withheld on income not
effectively connected with a U.S.
trade or business from Form(s)
1042-S.

Line 71. Add lines 62a through 70.
This is the total tax you have paid.

Lines 72 and 73a. Enter the
difference between line 61 and
line 71. This is your total refund.

You can have the refund deposited
into more than one account. See
Lines 73a through 73e—Amount
refunded to you, later, for more
details.

Line 73e. You may be able to have
your refund check mailed to an
address that is not shown on page 1.
See Line 73e, later, for more details.

Signature. You must sign and date
your tax return. See Sign Your Return,
later.

Documentation. You must attach
acceptable proof of the withholding for
which you are claiming a refund. If you
are claiming a refund of backup
withholding tax based on your status
as a nonresident alien, you must
attach a copy of the Form 1099 that
shows the income and the amount of
backup withholding. If you are
claiming a refund of U.S. tax withheld
at source under chapter 3 or tax
withheld under chapter 4, you must
attach a copy of the Form 1042-S that
shows the income and the amount of
U.S. tax withheld. Attach the forms to
the left margin of page 1.

Additional Information

Portfolio interest. If you are claiming
a refund of U.S. tax withheld from
portfolio interest, include a description
of the relevant debt obligation,
including the name of the issuer,
CUSIP number (if any), interest rate,
and the date the debt was issued.



Interest payments on foreign
. bearer obligations (bonds not
LY issued in registered format
and held by nonuse holders) issued
on or after March 19, 2012, are not
eligible for the portfolio interest
exception to withholding. For more

information, see Interest in Pub. 519
and Pub. 515.

Withholding on distributions. If
you are claiming an exemption from
withholding on a distribution from a
U.S. corporation with respect to its
stock because the corporation had
insufficient earnings and profits to
support dividend treatment, you must
attach a statement that identifies the
distributing corporation and provides
the basis for the claim.

If you are claiming an exemption
from withholding on a distribution from
a mutual fund or real estate
investment trust (REIT) with respect to
its stock because the distribution was
designated as long-term capital gain
or a nondividend distribution, you
must attach a statement that identifies
the mutual fund or REIT and provides
the basis for the claim.

If you are claiming an exemption
from withholding on a distribution from
a U.S. corporation with respect to its
stock because, in your particular
circumstances, the transaction
qualifies as a redemption of stock
under section 302, you must attach a
statement that describes the
transaction and presents the facts
necessary to establish that the
payment was a complete redemption,
a disproportionate redemption, or not
essentially equivalent to a dividend.

When To File

Individuals. If you were an employee
and received wages subject to U.S.
income tax withholding, file Form
1040NR by the 15th day of the 4th
month after your tax year ends. A
return for the 2014 calendar year is
due by April 15, 2015.

If you file after this date, you may
have to pay interest and penalties.
See Interest and Penalties, later.

If you did not receive wages as an
employee subject to U.S. income tax
withholding, file Form 1040NR by the
15th day of the 6th month after your
tax year ends. A return for the 2014
calendar year is due by June 15,
2015.

Estates and trusts. If you file for a
nonresident alien estate or trust that
has an office in the United States, file
the return by the 15th day of the 4th
month after the tax year ends. If you
file for a nonresident alien estate or
trust that does not have an office in
the United States, file the return by the
15th day of the 6th month after the tax
year ends.

Note. If the due date for filing falls on
a Saturday, Sunday, or legal holiday,
file by the next business day.

Extension of time to file. If you
cannot file your return by the due
date, file Form 4868 to get an
automatic 6-month extension of time
to file. You must file Form 4868 by the
regular due date of the return.

An automatic 6-month
- extension to file does not
(I  extend the time to pay your
tax. If you do not pay your tax by the
original due date of your return, you

will owe interest on the unpaid tax and
may owe penalties. See Form 4868.

Where To File
Individuals. Mail Form 1040NR to:

Department of the Treasury
Internal Revenue Service
Austin, TX 73301-0215
U.S.A.

If enclosing a payment, mail Form
1040NR to:

Internal Revenue Service
P.O. Box 1303

Charlotte, NC 28201-1303
U.S.A.

Estates and trusts. Mail Form
1040NR to:

Department of the Treasury
Internal Revenue Service
Cincinnati, OH 45999-0048
U.S.A.

If enclosing a payment, mail Form
1040NR to:

Internal Revenue Service
P.O. Box 1303

Charlotte, NC 28201-1303
U.S.A.

Private Delivery Services

You can use certain private delivery
services designated by the IRS to
meet the “timely mailing as timely
filing/paying” rule for tax returns and
payments. These private delivery
services include only the following.
® United Parcel Service (UPS): UPS
Next Day Air, UPS Next Day Air
Saver, UPS 2nd Day Air, UPS 2nd
Day Air A.M., UPS Worldwide
Express Plus, and UPS Worldwide
Express.

® Federal Express (FedEx): FedEx
Priority Overnight, FedEx Standard
Overnight, FedEx 2Day, FedEx
International Priority, and FedEx
International First.

For more information, go to
IRS.gov and enter “private delivery
service” in the search box. The search
results will direct you to the IRS
mailing address to use if you are using
a private delivery service. You will
also find any updates to the list of
designated private delivery services.

The private delivery service can tell
you how to get written proof of the

mailing date.
cannot deliver items to IRS
e P.O. boxes. You must use
the U.S. Postal Service to mail any
items to an IRS P.O. box address.

Private delivery services

Election To Be Taxed as a
Resident Alien

You can elect to be taxed as a U.S.
resident for the whole year if all of the
following apply.

® You were married.

® Your spouse was a U.S. citizen or
resident alien on the last day of the
tax year.

® You file a joint return for the year of
the election using Form 1040, 1040A,
or 1040EZ.

To make this election, you must
attach the statement described in
Nonresident Spouse Treated as a
Resident in chapter 1 of Pub. 519 to
your return. Do not use Form 1040NR.

Your worldwide income for the
whole year must be included and will
be taxed under U.S. tax laws. You
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must agree to keep the records,
books, and other information needed
to figure the tax. If you made the
election in an earlier year, you can file
a joint return or separate return for
2014. If you file a separate return, use
Form 1040 or Form 1040A. You must
include your worldwide income for the
whole year whether you file a joint or

separate return.

may forfeit the right to claim
LI  benefits otherwise available
under a U.S. tax treaty. For more
information about the benefits that
otherwise might be available, see the
specific treaty.

If you make this election, you

Dual-Status Taxpayers
If you elect to be taxed as a
resident alien (discussed in

Election To Be Taxed as a
Resident Alien, earlier), the special

instructions and restrictions discussed
here do not apply.

Dual-Status Tax Year

A dual-status year is one in which you
change status between nonresident
and resident alien. Different U.S.
income tax rules apply to each status.

Most dual-status years are the
years of arrival or departure. Before
you arrive in the United States, you
are a nonresident alien. After you
arrive, you may or may not be a
resident, depending on the
circumstances.

If you become a U.S. resident, you
stay a resident until you leave the
United States or are no longer a lawful
permanent resident of the U.S. You
may become a nonresident alien
when you leave if you meet both of the
following conditions.
® After leaving (or after your last day
of lawful permanent residency if you
met the green card test, defined
earlier) and for the remainder of the
calendar year of your departure, you
have a closer connection to a foreign
country than to the United States.
¢ During the next calendar year, you
are not a U.S. resident under either
the green card test or the substantial
presence test, defined earlier.

See chapter 1 of Pub. 519 for more
information.

Instructions for Form 1040NR (2014)

What and Where To File for a
Dual-Status Year

If you were a U.S. resident on the last
day of the tax year, file Form 1040.
Enter “Dual-Status Return” across the
top and attach a statement showing
your income for the part of the year
you were a nonresident. You can use
Form 1040NR as the statement; enter
“Dual-Status Statement” across the
top. Do not sign Form 1040NR. Malil
your return and statement to:

Department of the Treasury
Internal Revenue Service
Austin, TX 73301-0215
U.S.A.

If enclosing a payment, mail your
return to:

Internal Revenue Service
P.O. Box 1303

Charlotte, NC 28201-1303
U.S.A.

If you were a nonresident on the
last day of the tax year, file Form
1040NR. Enter “Dual-Status Return”
across the top and attach a statement
showing your income for the part of
the year you were a U.S. resident.
You can use Form 1040 as the
statement; enter “Dual-Status
Statement” across the top. Do not
sign Form 1040. Mail your return and
statement to:

Department of the Treasury
Internal Revenue Service
Austin, TX 73301-0215
U.S.A.

If enclosing a payment, mail your
return to:

Internal Revenue Service
P.O. Box 1303

Charlotte, NC 28201-1303
U.S.A.

Statements. Any statement you file
with your return must show your
name, address, and identifying
number (defined in Identifying
Number, later).

Former U.S. long-term residents
are required to file Form 8854, Initial
and Annual Expatriation Statement,
with their dual-status return for the last
year of U.S. residency. To determine
if you are a former U.S. long-term
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resident, see Expatriation Tax in
chapter 4 of Pub. 519.

Income Subject to Tax for
Dual-Status Year

As a dual-status taxpayer not filing a
joint return, you are taxed on income
from all sources for the part of the
year you were a resident alien.
Generally, you are taxed on income
only from U.S. sources for the part of
the year you were a nonresident alien.
However, all income effectively
connected with the conduct of a trade
or business in the United States is
taxable.

Income you received as a
dual-status taxpayer from sources
outside the United States while a
resident alien is taxable even if you
became a nonresident alien after
receiving it and before the close of the
tax year. Conversely, income you
received from sources outside the
United States while a nonresident
alien is not taxable in most cases
even if you became a resident alien
after receiving it and before the close
of the tax year. Income from U.S.
sources is generally taxable whether
you received it while a nonresident
alien or a resident alien (unless
specifically exempt under the Internal
Revenue Code or a tax treaty
provision).

Restrictions for Dual-Status
Taxpayers

Standard deduction. You cannot
take the standard deduction even for
the part of the year you were a
resident alien.

Head of household. You cannot use
the Head of household Tax Table
column or Section D of the Tax
Computation Worksheet in the
Instructions for Form 1040.

Joint return. You cannot file a joint
return unless you elect to be taxed as
a resident alien (see Election To Be
Taxed as a Resident Alien, earlier)
instead of a dual-status taxpayer.

Tax rates. If you were married and a
nonresident of the United States for all
or part of the tax year and you do not
make the election discussed earlier to
be taxed as a resident alien, you must
use the Married filing separately
column in the Tax Table or Section C
of the Tax Computation Worksheet to
figure your tax on income effectively
connected with a U.S. trade or



business. If you were married, you
cannot use the Single Tax Table
column or Section A of the Tax
Computation Worksheet.

Deduction for exemptions. As a
dual-status taxpayer, you usually will
be entitled to your own personal
exemption. Subject to the general
rules for qualification, you are allowed
exemptions for your spouse and
dependents in figuring taxable income
for the part of the year you were a
resident alien. The amount you can
claim for these exemptions is limited
to your taxable income (determined
without regard to exemptions) for the
part of the year you were a resident
alien. You cannot use exemptions
(other than your own) to reduce
taxable income to below zero for that
period.

Special rules apply for exemptions
for the part of the year a dual-status
taxpayer is a nonresident alien if the
taxpayer is a resident of Canada,
Mexico, or South Korea; a U.S.
national (defined later); or a student or
business apprentice from India.

See chapter 5 of Pub. 519 for more
information.

Tax credits. You cannot take the
earned income credit, the credit for
the elderly or disabled, or any
education credit unless you elect to
be taxed as a resident alien (see
Election To Be Taxed as a Resident
Alien, earlier) instead of a dual-status
taxpayer.

See chapter 6 of Pub. 519 for
information on other credits.

How To Figure Tax for a
Dual-Status Year

When you figure your U.S. tax for a
dual-status year, you are subject to
different rules for the part of the year
you were a resident and the part of
the year you were a nonresident.

All income for the period of
residence and all income that is
effectively connected with a trade or
business in the United States for the
period of nonresidence, after
allowable deductions, is combined
and taxed at the same rates that apply
to U.S. citizens and residents. For the
period of residence, allowable
deductions include all deductions on
Schedule A of Form 1040, including
medical expenses, real property
taxes, and certain interest.

See the Instructions for Schedule A
(Form 1040).

Income that is not effectively
connected with a trade or business in
the United States for the period of
nonresidence is subject to the flat
30% rate or lower treaty rate. No
deductions are allowed against this
income.

If you were a resident alien on the
last day of the tax year and you are
filing Form 1040, include the tax on
the noneffectively connected income
on Form 1040, line 62. Enter
“1040NR” as the code on the space
provided.

If you are filing Form 1040NR,
enter the tax from the Tax Table, Tax
Computation Worksheet, Qualified
Dividends and Capital Gain Tax
Worksheet, Schedule D Tax
Worksheet, Schedule J (Form 1040),
or Form 8615 on Form 1040NR,
line 42, and the tax on the
noneffectively connected income on
line 54. Include any net investment
income tax from Form 8960 for the
part of the year you were a U.S.
resident on line 60, check box b, and
enter the code “NIIT.” See Form 8960
and its instructions for more details.

Credit for taxes paid. You are
allowed a credit against your U.S.
income tax liability for certain taxes
you paid, or are considered to have
paid, or that were withheld from your
income. These include the following.

1. Tax withheld from wages
earned in the United States and taxes
withheld at the source from various
items of income from U.S. sources
other than wages. This includes U.S.
tax withheld on dispositions of U.S.
real property interests.
® When filing Form 1040, show the
total tax withheld on line 64. Enter
amounts from the attached statement
(Form 1040NR, lines 62a through
62d) in the column to the right of
line 64 and identify and include them
in the amount on line 64.
® When filing Form 1040NR, show
the total tax withheld on lines 62a
through 62d. Enter the amount from
the attached statement (Form 1040,
line 64) in the column to the right of
line 62a, and identify and include it in
the amount on line 62a.

2. Estimated tax paid with Form
1040-ES or Form 1040-ES (NR).

-8-

3. Tax paid with Form 1040-C at
the time of departure from the United
States. When filing Form 1040,
include the tax paid with Form 1040-C
with the total payments on line 74.
Identify the payment in the area to the
left of the entry.

How To Report Income on
Form 1040NR

Community Income

If either you or your spouse (or both
you and your spouse) were
nonresident aliens at any time during
the tax year and you had community
income during the year, treat the
community income according to the
applicable community property laws
except as follows.

® Earned income of a spouse, other
than trade or business income or
partnership distributive share income.
The spouse whose services produced
the income must report it on his or her
separate return.

® Trade or business income, other
than partnership distributive share
income. Treat this income as received
by the spouse carrying on the trade or
business and report it on that
spouse's return.

® Partnership distributive share
income (or loss). Treat this income (or
loss) as received by the spouse who
is the partner and report it on that
spouse's return.

® Income derived from the separate
property of one spouse that is not
earned income, trade or business
income, or partnership distributive
share income. The spouse with the
separate property must report this
income on his or her separate return.

See Pub. 555, Community
Property, for more details.

Kinds of Income

You must divide your income for the
tax year into the following three
categories.

1. Income effectively connected
with a U.S. trade or business. This
income is taxed at the same rates that
apply to U.S. citizens and residents.
Report this income on page 1 of Form
1040NR. Pub. 519 describes this
income in greater detail.

2. U.S. income not effectively
connected with a U.S. trade or
business. This income is taxed at
30% unless a treaty between your
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country and the United States has set
a lower rate that applies to you.
Report this income on Schedule NEC
on page 4 of Form 1040NR. Pub. 519
describes this income in greater
detail.

Note. Use line 58 to report the 4% tax
on U.S. source gross transportation
income.

3. Income exempt from U.S. tax.
If the income is exempt from tax by
treaty, complete item L of Schedule Ol
on page 5 of Form 1040NR and
line 22 on page 1.

Dispositions of U.S. Real
Property Interests

Gain or loss on the disposition of a
U.S. real property interest (see Pub.
519 for definition) is taxed as if the
gain or loss were effectively
connected with the conduct of a U.S.
trade or business.

Report gains and losses on the
disposition of U.S. real property
interests on Schedule D (Form 1040)
and Form 1040NR, line 14. Also, net
gains may be subject to the
alternative minimum tax. See
Line 43—Alternative minimum tax,
later. See Real Property Gain or Loss
in chapter 4 of Pub. 519 for more
information.

Income You Can Elect To Treat
as Effectively Connected With a
U.S. Trade or Business

You can elect to treat some items of
income as effectively connected with
a U.S. trade or business. The election
applies to all income from real
property located in the United States
and held for the production of income
and to all income from any interest in
such property. This includes:

® Gains from the sale or exchange of
such property or an interest therein;

® Gains on the disposal of timber,
coal, or iron ore with a retained
economic interest;

® Rents from real estate; or

® Rents and royalties from mines, oil
or gas wells, or other natural
resources.

The election does not apply to
dispositions of U.S. real property
interests, discussed earlier.

To make the election, attach a
statement to your return for the year of
the election. Include the following
items in your statement.
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1. That you are making the
election.

2. A complete list of all of your real
property, or any interest in real
property, located in the United States
(including location). Give the legal
identification of U.S. timber, coal, or
iron ore in which you have an interest.

3. The extent of your ownership in
the real property.

4. A description of any substantial
improvements to the property.

5. Your income from the property.

6. The dates you owned the
property.

7. Whether the election is under
section 871(d) or a tax treaty.

8. Details of any previous
elections and revocations of the real
property election.

Foreign Income Taxed by the
United States

You may be required to report some
income from foreign sources on your
U.S. returniif it is effectively connected
with a U.S. trade or business. For this
foreign income to be treated as
effectively connected with a U.S.
trade or business, you must have an
office or other fixed place of business
in the United States to which the
income can be attributed. For more
information, including a list of the
types of foreign source income that
must be treated as effectively
connected with a U.S. trade or
business, see chapter 4 of Pub. 519.

Special Rules for Former U.S.
Citizens and Former U.S.
Long-Term Residents
(Expatriates)

The expatriation tax provisions apply
to certain U.S. citizens who have lost
their citizenship and long-term
residents who have ended their
residency. You are a former U.S.
long-term resident if you were a lawful
permanent resident of the United
States (green-card holder) in at least
8 of the last 15 tax years ending with
the year your residency ends.

Different expatriation tax rules
apply to individuals based on the date
of expatriation. The dates are:
® Before June 4, 2004;
® After June 3, 2004, and before
June 17, 2008; and
® After June 16, 2008.
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For more information on the
expatriation tax provisions, see
Expatriation Tax in chapter 4 of Pub.
519; the Instructions for Form 8854;
and Notice 2009-85 (for expatriation
after June 16, 2008), 2009-45 |.R.B.
598, available at www.irs.gov/irb/
2009-45_IRB/ar10.html.

Line Instructions for Form
1040NR

Name and Address

Individuals. Enter your name, street
address, city or town, and country on
the appropriate lines. Include an
apartment number after the street
address, if applicable. Check the box
for “Individual.”

Estates and trusts. Enter the name
of the estate or trust and check the
box for “Estate or Trust.” You must
include different information for
estates and trusts that are engaged in
a trade or business in the United
States.

Not engaged in a trade or
business. Attach a statement to
Form 1040NR with your name, title,
address, and the names and
addresses of any U.S. grantors and
beneficiaries.

Engaged in a trade or business
in the United States. Attach a
statement to Form 1040NR with your
name, title, address, and the names
and addresses of all beneficiaries.

P.O. box. Enter your box number
only if your post office does not deliver
mail to your home.

Foreign address. If you have a
foreign address, enter the city name
on the appropriate line. Do not enter
any other information on that line, but
also complete the spaces below that
line.

Country name. Do not abbreviate
the country name. Enter the name in
uppercase letters in English. Follow
the country's practice for entering the
postal code and the name of the
province, county, or state.

Address change. If you plan to
move after filing your return, use Form
8822, Change of Address, to notify
the IRS of your new address.

Name change. If you changed your
name because of marriage, divorce,


http://www.irs.gov/irb/2009-45_IRB/ar10.html
http://www.irs.gov/irb/2009-45_IRB/ar10.html

etc., and your identifying number is a
social security number, be sure to
report the change to the Social
Security Administration (SSA) before
filing your return. This prevents delays
in processing your return and issuing
refunds. It also safeguards your future
social security benefits. See Social
security number (SSN), later, for how
to contact the SSA.

Death of a taxpayer. See Death of a
Taxpayer under General Information,
later.

Identifying Number

An incorrect or missing identifying
number can increase your tax, reduce
your refund, or delay your refund.

Social security number (SSN). If
you are an individual, in most cases
you are required to enter your SSN. If
you do not have an SSN but are
eligible to get one, you should apply
for it. Get Form SS-5, Application for a
Social Security Card, online at
www.socialsecurity.gov, from your
local Social Security Administration
(SSA) office, or by calling the SSA at
1-800-772-1213 (TTY
1-800-325-0778).

Fill in Form SS-5 and bring it to
your local SSA office in person, along
with original documentation showing
your age, identity, immigration status,
and authority to work in the United
States. If you are an F-1 or M-1
student, you also must show your
Form |-20. If you are a J-1 exchange
visitor, you also must show your Form
DS-2019. It usually takes about 2
weeks to get an SSN once the SSA
has all the evidence and information it
needs.

Check that both the name and SSN
on your Forms W-2, 1040NR, and
1099 agree with your social security
card. If they do not, certain deductions
and credits on your Form 1040NR
may be reduced or disallowed and
you may not receive credit for your
social security earnings. If your Form
W-2 shows an incorrect SSN or name,
notify your employer or the
form-issuing agent as soon as
possible to make sure your earnings
are credited to your social security
record. If the name or SSN on your
social security card is incorrect, call
the SSA at 1-800-772-1213 (TTY
1-800-325-0778).

IRS individual taxpayer identifica-
tion number (ITIN). If you do not
have and are not eligible to get an
SSN, you must enter your ITIN
whenever an SSN is requested on
your tax return. If you are required to
include another person's SSN on your
return and that person does not have
and cannot get an SSN, enter that
person's ITIN.

For details on how to apply for an
ITIN, see Form W-7, Application for
IRS Individual Taxpayer Identification
Number, and its instructions. Get
Form W-7 online at IRS.gov. Enter
“ITIN" in the search box. It takes 6 to

10 weeks to get an ITIN.

not use itona U.S. income
tax return for any year during

a period of 5 consecutive years. This

applies to any ITIN regardless of when

it was issued. The IRS will not begin

deactivating ITINs until 2016.

Your ITIN will expire if you do

Note. AnITIN is for tax use only. It

does not entitle you to social security
benefits or change your employment
or immigration status under U.S. law.

Employer identification number
(EIN). If you are filing Form 1040NR
for an estate or trust, enter the EIN of
the estate or trust. If the entity does
not have an EIN, you must apply for
one by filing Form SS-4, Application
for Employer Identification Number.
For details on how to get an EIN, see
Form SS-4 and its instructions. Form
SS-4 is available at IRS.gov. Enter
“SS-4” in the search box.

Filing Status

The amount of your tax depends on
your filing status. Before you decide
which box to check, read the following
explanations.

Were You Single or Married?

Single. You can check the box on
line 1 or line 2 if any of the following
was true on December 31, 2014.

® You were never married.

® You were legally separated under a
decree of divorce or separate
maintenance. But if, at the end of
2014, your divorce was not final, you
are considered married and cannot
check the box on line 1 or line 2.

® You were widowed before January
1, 2014, and did not remarry before

-10-

the end of 2014. But if you have a
dependent child, you may be able

to use the qualifying widow(er) filing
status. See the instructions for line 6,
later.

® You meet the tests described
under Married persons who live apart,
later.

Married. If you were married on
December 31, 2014, consider yourself
married for the whole year, even if you
did not live with your spouse at the
end of 2014.

If your spouse died in 2014,
consider yourself married to that
spouse for the whole year, unless you
remarried in 2014.

Same-sex marriage. For federal tax
purposes, individuals of the same sex
are considered married if they were
lawfully married in a state (or foreign
country) whose laws authorize the
marriage of two individuals of the
same sex, even if the state (or foreign
country) in which they now live does
not recognize same-sex marriage.
The term “spouse” includes an
individual married to a person of the
same sex if the couple is lawfully
married under state (or foreign) law.
However, individuals who have
entered into a registered domestic
partnership, civil union, or other
similar relationship that is not
considered a marriage under state (or
foreign) law are not considered
married for federal tax purposes. For
more details, see Pub. 501.

U.S. national. A U.S. national is an
individual who, although not a U.S.
citizen, owes his or her allegiance to
the United States. U.S. nationals
include American Samoans and
Northern Mariana Islanders who
chose to become U.S. nationals
instead of U.S. citizens.

Married persons who live apart.
Some married persons who have a
child and who do not live with their
spouse can file as single. If you meet
all five of the following tests and you
are a married resident of Canada or
Mexico, or you are a married U.S.
national, check the box on line 1. If
you meet the following tests and you
are a married resident of South Korea,
check the box on line 2.

1. You file a separate return from
your spouse.

2. You paid over half the cost of
keeping up your home for 2014.
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3. You lived apart from your
spouse for the last 6 months of 2014.
Temporary absences for special
circumstances, such as for business,
medical care, school, or military
service, count as time lived in the
home.

4. Your home was the main home
of your child, stepchild, or foster child
for more than half of 2014. Temporary
absences by you or the child for
special circumstances, such as
school, vacation, business, or medical
care, count as time the child lived in
the home. If the child was born or died
in 2014, you still can file as single as
long as the home was that child's
main home for the part of the year he
or she was alive in 2014.

5. You can claim a dependency
exemption for the child or could claim
the child except that the child's other
parent claims him or her as a
dependent under the rules for children
of divorced or separated parents. See
Form 8332, Release/Revocation of
Release of Claim to Exemption for
Child by Custodial Parent.

Adopted child. An adopted child
is always treated as your own child.
An adopted child includes a child
lawfully placed with you for legal
adoption.

Foster child. A foster child is any
child placed with you by an authorized
placement agency or by judgment,
decree, or other order of any court of
competent jurisdiction.

Line 3 or line 4—Married resident.
If you checked the box on line 3 or
line 4, you must enter your spouse's
first and last name and identifying
number in the space provided.

You cannot check the box on line 3
or line 4 if your spouse does not have
an SSN or an ITIN. If your spouse is
not eligible to apply for an SSN, he or
she must apply for an ITIN.

If your spouse is a
- nonresident alien, is not
CAUTION being claimed as an
exemption, and does not have an
identifying number (SSN or ITIN),
enter “NRA” in the space for Spouse's
identifying number. Do not leave the

space blank. If you have applied for
an SSN or ITIN, enter “Applied for.”

Line 6—Qualifying widow(er) with
dependent child. You can check the
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box on line 6 if all of the following
apply.

1. You were a resident of Canada,
Mexico, or South Korea or were a
U.S. national.

2. Your spouse died in 2012 or
2013 and you did not remarry before
the end of 2014.

3. You have a child or stepchild
you can claim as a dependent on
line 7c. This does not include a foster
child.

4. This child lived in your home for
all of 2014. Temporary absences by
you or the child for special
circumstances, such as school,
vacation, business, or medical care,
count as time lived in the home.

A child is considered to have lived
with you for all of 2014 if the child was
born or died in 2014 and your home
was the child's home for the entire
time he or she was alive.

5. You paid over half the cost of
keeping up your home. To find out
what is included in the cost of keeping
up a home, see Pub. 501.

6. You were a resident alien or
U.S. citizen the year your spouse
died. This refers to your actual status,
not the election that some nonresident
aliens can make to be taxed as U.S.
residents.

7. You could have filed a joint
return with your spouse the year he or
she died, even if you did not actually
do so.

Adopted child. An adopted child
is always treated as your own child.
An adopted child includes a child
lawfully placed with you for legal
adoption.

Exemptions

Exemptions for estates and trusts are
described in the instructions for

line 40, later.

Only U.S. nationals, residents of
Canada, Mexico, and South Korea,
and residents of India who were
students or business apprentices may
claim an exemption for a spouse or a
dependent

Line 7b—Spouse. If you checked
filing status box 3 or 4, you can take
an exemption for your spouse only if
your spouse had no gross income for
U.S. tax purposes and cannot be
claimed as a dependent on another

-11-

U.S. taxpayer's return (you can do this
even if your spouse died in 2014).

If you checked filing status box 4,
do not check line 7b if your spouse did
not live with you in the United States
at any time during 2014. If you were a
resident of South Korea or India, see
chapter 5 of Pub. 519.

Line 7c—Dependents. You can
take an exemption for each of your
dependents. If you have more than
four dependents, include a statement
showing the required information.

If you were a U.S. national or a
resident of Canada or Mexico, you
can claim an exemption for a child or
other dependent on the same terms
as U.S. citizens. If you were a resident
of South Korea or India, see chapter 5
of Pub. 519.

In general, a dependent is a
qualifying child or a qualifying relative.
Three exceptions apply.
® Anindividual who is a dependent of
a taxpayer is treated as having no
dependents.
® Anindividual who files a joint return
is not a dependent if the individual
files a joint return, unless the joint
return is filed only to claim a refund of
estimated or withheld taxes.
® Anindividual claimed as a
dependent must be a citizen, national,
or resident of the United States, or a
resident of Canada or Mexico.

Qualifying child. A qualifying
child for purposes of the dependency
exemption is a child who meets the
following requirements.
® The child is your son, daughter,
stepchild, foster child, brother, sister,
stepbrother, stepsister, half brother,
half sister, or a descendant of any of
them (for example, your grandchild,
niece, or nephew).
® The child was one of the following.

1. Under age 19 at the end of
2014 and younger than you (or your
spouse if filing jointly).

2. Under age 24 at the end of
2014, a full-time student, and younger
than you (or your spouse fif filing
jointly).

3. Any age and permanently and
totally disabled at any time during the
year.

® The child lived with you for more
than half of 2014.

® The child did not provide over half
of his or her own support for 2014.



® The child is not filing a joint return
for 2014 or is filing a joint return for
2014 only to claim a refund of
estimated or withheld taxes.

Qualifying relative. A qualifying
relative for purposes of the
dependency exemption is a person
who meets the following
requirements.
® The person was not a qualifying
child of any taxpayer for 2014.
® The person is one of the following.

1. Your son, daughter, stepchild,
foster child, or a descendant of any of
them (for example, your grandchild).

2. Your brother, sister, half
brother, half sister, or a son or
daughter of any of them (for example,
your niece or nephew).

3. Your father, mother, or an
ancestor or sibling of either of them
(for example, your grandmother,
grandfather, aunt, or uncle).

4. Your stepbrother, stepsister,
stepfather, stepmother, son-in-law,
daughter-in-law, father-in-law,
mother-in-law, brother-in-law, or
sister-in-law.

5. Any other person (other than
your spouse) who lived with you for all
of 2014 as a member of your
household if your relationship did not
violate local law.

® The person had gross income of
less than $3,950 in 2014.

® You provided over half of the
person’s support in 2014.

For special rules and
- additional information in
Iy applying the definitions of a
qualifying child and qualifying relative,
see Exemptions for Dependents in
Pub. 501.

Children who did not live with
you due to divorce or separation.
If you checked filing status box 1 or 3
and are claiming a child who did not
live with you as a dependent under
the special rule for children of
divorced or separated parents or
parents who live apart during the last
six months of the year, include with
your return a copy of the custodial
parent's signed release of claim to
exemption. The release may be on
Form 8332 or may be a substantially
similar statement whose only purpose
is to release a claim to exemption for

the child. The release must be
unconditional.

If the divorce decree or separation
agreement went into effect after 1984
and before 2009, the noncustodial
parent may be able to include certain
pages from the decree or agreement
instead of Form 8332. See Form 8332
for details.

You must include the
- required information even if
(YY)  you filed it with your return in
an earlier year.

Release of exemption revoked.
A custodial parent who has revoked
his or her previous release of a claim
to exemption for a child must include
a copy of the revocation with his or
her return. For details, see Form
8332.

Other dependent children.
Include the total number of children
who did not live with you for reasons
other than divorce or separation on
the line labeled “Dependents on 7¢
not entered above.”

Line 7¢, column (2). You must
enter each dependent's identifying
number (SSN, ITIN, or ATIN).
Otherwise, at the time we process
your return, we may disallow the
exemption claimed for the dependent
and reduce or disallow any other tax
benefits (such as the child tax credit)
based on the child's status as your
dependent.

For details on how your
@ dependent can get an
identifying number, see

Identifying Number, earlier.

If your dependent child was born
and died in 2014 and you do not have
an identifying number for the child,
enter “Died” in column (2) and attach
a copy of the child's birth certificate,
death certificate, or hospital records.
The document must show the child
was born alive.

Adoption taxpayer identification
numbers (ATINs). If you have a
dependent who was placed with you
for legal adoption and you do not
know his or her SSN, you must get an
ATIN for the dependent from the IRS.
See Form W-7A, Application for
Taxpayer ldentification Number for
Pending U.S. Adoptions, for details. If
the dependent is not a U.S. citizen or
resident alien, apply for an ITIN
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instead, using Form W-7. See IRS
individual taxpayer identification

number (ITIN), earlier.

Line 7c, column (4). Check the
box in this column if your dependent is
a qualifying child for the child tax
credit (defined next). If you have at
least one qualifying child, you may be
able to take the child tax credit on
line 49 and the additional child tax
credit on line 64.

Qualifying child for child tax
credit. A qualifying child for purposes
of the child tax credit is a qualifying
child for purposes of the dependency
exemption except that the child must
meet the following requirements.
® The child was under age 17 at the
end of 2014.
® The child was a U.S. citizen, a U.S.
national, or a U.S. resident alien.

Rounding Off to Whole
Dollars

You can round off cents to whole
dollars on your return and schedules.
If you do round to whole dollars, you
must round all amounts. To round,
drop amounts under 50 cents and
increase amounts from 50 to 99 cents
to the next dollar. For example, $1.39
becomes $1 and $2.50 becomes $3.

If you have to add two or more
amounts to figure the amount to enter
on a line, include cents when adding
the amounts and round off only the
total.

Income Effectively
Connected With U.S. Trade
or Business

The instructions for this section
assume you have decided that the
income involved is effectively
connected with a U.S. trade or
business in which you were engaged.
But your decision may not be easy.
Interest, for example, may be
effectively connected with a U.S.
trade or business, it may not be, or it
may be tax-exempt. The tax status of
income also depends on its source.
Under some circumstances, items of
income from foreign sources are
treated as effectively connected with a
U.S. trade or business. Other items
are reportable as effectively
connected or not effectively
connected with a U.S. trade or
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business, depending on how you
elect to treat them.

Line 8—Wages, salaries, tips, etc.
Enter the total of your effectively
connected wages, salaries, tips, etc.
Only U.S. source income is included
on line 8 as effectively connected
wages. For most people, the amount
to enter on this line should be shown
in box 1 of their Form(s) W-2.
amounts exempted under a
IOy fax treaty. Instead, include
these amounts on line 22 and

complete item L of Schedule Ol on
page 5 of Form 1040NR.

Do not include on line 8

Services performed partly
within and partly without the
United States. If you performed
services as an employee both inside
and outside the United States, you
must allocate your compensation
between U.S. and non-U.S. sources.

Compensation (other than certain
fringe benefits) generally is sourced
on a time basis. To figure your U.S.
source income, divide the number of
days you performed labor or personal
services within the United States by
the total number of days you
performed labor or personal services
within and without the United States.
Multiply the result by your total
compensation (other than certain
fringe benefits).

Fringe benefits. Certain fringe
benefits (such as housing and
educational expenses) are sourced
on a geographic basis. The source of
the fringe benefit compensation
generally is your principal place of
work. The amount of the fringe benefit
compensation must be reasonable
and you must keep records that are
adequate to support the fringe benefit

compensation.

alternative method to
determine the source of your

compensation and/or fringe benefits if

the alternative method more properly

determines the source of the

compensation.

For 2014, if your total
compensation (including fringe
benefits) is $250,000 or more and you
allocate your compensation using an
alternative method, check the “Yes”
boxes in item K of Schedule Ol on
page 5. Also attach to Form 1040NR

You may be able to use an
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a statement that contains the following
information.

1. The specific compensation or
the specific fringe benefit for which an
alternative method is used.

2. For each such item, the
alternative method used to allocate
the source of the compensation.

3. Foreachsuchitem, a
computation showing how the
alternative allocation was computed.

4. A comparison of the dollar
amount of the compensation sourced
within and outside the United States
under both the alternative method and
the time or geographical method for
determining the source.

You must keep documentation
showing why the alternative method
more properly determines the source
of the compensation.

Other types of income. The
following types of income also must
be included in the total on line 8.
¢ All wages received as a household
employee for which you did not
receive a Form W-2 because an
employer paid you less than $1,900 in
2014. Also, enter “HSH” and the total
amount not reported on Form(s) W-2
on the dotted line next to line 8.
® Tip income you did not report to
your employer. This should include
any allocated tips shown in box 8 on
your Form(s) W-2 unless you can
prove that your unreported tips are
less than the amount in box 8.
Allocated tips are not included as
income in box 1. See Pub. 531,
Reporting Tip Income, for more
details.

Also include the value of any
noncash tips you received, such as
tickets, passes, or other items of
value. Although you do not report
these noncash tips to your employer,
you must report them on line 8.

You may owe social security

. and Medicare tax on
(IYIr)  unreported tips. See the
instructions for line 56, later.

® Dependent care benefits, which
should be shown in box 10 of your
Form(s) W-2. But first complete Form
2441, Child and Dependent Care
Expenses, to see if you can exclude
part or all of the benefits.

® Employer-provided adoption
benefits, which should be shown in
box 12 of your Form(s) W-2 with code
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T. But see the Instructions for Form
8839, Qualified Adoption Expenses,
to find out if you can exclude part or all
of the benefits. You also may be able
to exclude amounts if you adopted a
child with special needs and the
adoption became final in 2014.

® Excess salary deferrals. The
amount deferred should be shown in
box 12 of your Form W-2, and the
“Retirement plan” box in box 13
should be checked. If the total amount
you deferred for 2014 under all plans
was more than $17,500 (excluding
catch-up contributions as explained
below), include the excess on line 8.
This limit is (a) $12,000 if you have
only SIMPLE plans, or (b) $20,500 for
section 403(b) plans if you qualify for
the 15-year rule in chapter 4 of Pub.
571. Although designated Roth
contributions are subject to this limit,
do not include the excess attributable
to such contributions on line 8. They
already are included as income in
box 1 of your Form W-2.

A higher limit may apply to
participants in section 457(b) deferred
compensation plans for the 3 years
before retirement age. Contact your
plan administrator for more
information.

If you were age 50 or older at the
end of 2014, your employer may have
allowed an additional deferral
(catch-up contributions) of up to
$5,500 ($2,500 for section 401(k)(11)
and SIMPLE plans). This additional
deferral amount is not subject to the
overall limit on elective deferrals.

You cannot deduct the
amount deferred. It is not
included as income in box 1

CAUTION

of your Form W-2.

® Disability pensions shown on Form
1042-S or Form 1099-R if you have
not reached the minimum retirement
age set by your employer. Disability
pensions received after you reach
minimum retirement age and other
payments shown on Form 1042-S or
Form 1099-R (other than payments
from an IRA*) are reported on lines
17a and 17b. Payments from an IRA
are reported on lines 16a and 16b.

® Corrective distributions from a
retirement plan shown on Form
1042-S or Form 1099-R of excess
salary deferrals and excess
contributions (plus earnings). But do
not include distributions from an IRA*



on line 8. Instead, report distributions
from an IRA on lines 16a and 16b.

*This includes a Roth, SEP, or
SIMPLE IRA.
® Wages from Form 8919, line 6.

Missing or incorrect Form W-2.
Your employer is required to provide
or send Form W-2 to you no later than
February 2, 2015. If you do not
receive it by early February, ask your
employer for it. Even if you do not get
a Form W-2, you still must report your
earnings on line 8. If you lose your
Form W-2 or it is incorrect, ask your
employer for a new one.

Line 9a—Taxable interest. Report
on line 9a all of your taxable interest
income from assets effectively
connected with a U.S. trade or
business.

If you received interest not
effectively connected with a U.S.
trade or business, report it on
Schedule NEC, page 4, unless it is tax
exempt under a treaty and the
withholding agent did not withhold tax
on the payment. If the interest is tax
exempt under a treaty, include the tax
exempt amount on line 22 and
complete item L of Schedule Ol on
page 5.

If the interest is tax exempt under a
treaty but the withholding agent
withheld tax, report the interest on
Schedule NEC, line 2. Use column d
and show 0% for the appropriate rate
of tax.

See Pub. 901 for a quick reference
guide to the provisions of U.S. tax
treaties.

Interest from a U.S. bank, savings
and loan association, credit union, or
similar institution, and from certain
deposits with U.S. insurance
companies, is tax exempt to a
nonresident alien if it is not effectively
connected with a U.S. trade or
business.

Interest credited in 2014 on
deposits that you could not withdraw
because of the bankruptcy or
insolvency of the financial institution
may not have to be included in your
2014 income.

See Pub. 550 for more details.

Line 9b—Tax-exempt interest.
Certain types of interest income from
investments in state and municipal
bonds and similar instruments are not
taxed by the United States. If you

received such tax-exempt interest
income, report the amount on line 9b.
Your tax-exempt interest should be
shown in box 8 of Form 1099-INT.
Enter the total on line 9b. Also include
on line 9b any exempt-interest
dividends from a mutual fund or other
regulated investment company. This
amount should be shown in box 10 of
Form 1099-DIV.

Do not include interest earned on
your IRA, health savings account,
Archer or Medicare Advantage MSA,
or Coverdell education savings
account. Also, do not include interest
from a U.S. bank, savings and loan
association, credit union, or similar
institution (or from certain deposits
with U.S. insurance companies) that is
exempt from tax under a tax treaty or
under section 871(i) because the
interest is not effectively connected
with a U.S. trade or business.

Line 10a—Ordinary dividends.
Each payer should send you a Form
1099-DIV. Enter your total ordinary
dividends from assets effectively
connected with a U.S. trade or
business on line 10a. This amount
should be shown in box 1a of Form(s)
1099-DIV.

Capital gain distributions. If you
received any capital gain distributions,
see the instructions for line 14, later.

Nondividend distributions.
Some distributions are a return of your
cost (or other basis). They will not be
taxed until you recover your cost (or
other basis). You must reduce your
cost (or other basis) by these
distributions. After you get back all of
your cost (or other basis), you must
report these distributions as capital
gains on Form 8949.

See chapter 1 of Pub. 550 for more

details.
policies are a partial return of

the premiums you paid. Do
not report them as dividends. Include
them in income on line 21 only if they
exceed the total of all net premiums
you paid for the contract.

Dividends on insurance

Line 10b—AQualified dividends.
Enter your total qualified dividends on
line 10b. Qualified dividends also are
included in the ordinary dividend total
required to be shown on line 10a.
Qualified dividends are eligible for a
lower tax rate than other ordinary
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income. Generally, these dividends
are shown in box 1b of your Form(s)
1099-DIV.

See chapter 1 of Pub. 550 for the
definition of qualified dividends if you
received dividends not reported on
Form 1099-DIV.

Exception. Some dividends may
be reported as qualified dividends in
box 1b of Form 1099-DIV but are not
qualified dividends. These dividends
include:
® Dividends you received as a
nominee. See chapter 1 of Pub. 550.
® Dividends you received on any
share of stock that you held for less
than 61 days during the 121-day
period that began 60 days before the
ex-dividend date. The ex-dividend
date is the first date following the
declaration of a dividend on which the
purchaser of a stock is not entitled to
receive the next dividend payment.
When counting the number of days
you held the stock, include the day
you disposed of the stock but not the
day you acquired it. See the examples
that follow. Also, when counting the
number of days you held the stock,
you cannot count certain days during
which your risk of loss was
diminished. See chapter 1 of Pub. 550
for more details.
® Dividends attributable to periods
totaling more than 366 days that you
received on any share of preferred
stock held for less than 91 days
during the 181-day period that began
90 days before the ex-dividend date.
When counting the number of days
you held the stock, you cannot count
certain days during which your risk of
loss was diminished. See chapter 1 of
Pub. 550 for more details. Preferred
dividends attributable to periods
totaling less than 367 days are subject
to the 61-day holding period rule, just
described.
® Dividends on any share of stock to
the extent that you are under an
obligation (including a short sale) to
make related payments with respect
to positions in substantially similar or
related property.
® Payments in lieu of dividends, but
only if you know or have reason to
know that the payments are not
qualified dividends.

Example 1. You bought 5,000
shares of XYZ Corp. common stock
on July 8, 2014. XYZ Corp. paid a
cash dividend of 10 cents per share.
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The ex-dividend date was July 16,
2014. Your Form 1099-DIV from XYZ
Corp. shows $500 in box 1a (ordinary
dividends) and in box 1b (qualified
dividends). However, you sold the
5,000 shares on August 11, 2014.
You held your shares of XYZ Corp. for
only 34 days of the 121-day period
(from July 9, 2014, through August 11,
2014). The 121-day period began on
May 17, 2014 (60 days before the
ex-dividend date), and ended on
September 14, 2014. You have no
qualified dividends from XYZ Corp.
because you held the XYZ stock for
less than 61 days.

Example 2. The facts are the
same as in Example 1 except that you
bought the stock on July 15, 2014 (the
day before the ex-dividend date), and
you sold the stock on September 16,
2014. You held the stock for 63 days
(from July 16, 2014, through
September 16, 2014). The $500 of
qualified dividends shown in box 1b of
Form 1099-DIV are all qualified
dividends because you held the stock
for 61 days of the 121-day period
(from July 16, 2014, through
September 14, 2014).

Example 3. You bought 10,000
shares of ABC Mutual Fund common
stock on July 8, 2014. ABC Mutual
Fund paid a cash dividend of 10 cents
a share. The ex-dividend date was
July 16, 2014. The ABC Mutual Fund
advises you that the portion of the
dividend eligible to be treated as
qualified dividends equals 2 cents per
share. Your Form 1099-DIV from ABC
Mutual Fund shows total ordinary
dividends of $1,000 and qualified
dividends of $200. However, you sold
the 10,000 shares on August 11,
2014. You have no qualified dividends
from ABC Mutual Fund because you
held the ABC Mutual Fund stock for
less than 61 days.

Use the Qualified Dividends
@ and Capital Gain Tax
Worksheet or the Schedule D

Tax Worksheet, whichever applies, to
figure your tax. See the instructions
for line 42 for details.

Line 11—Taxable refunds, credits,
or offsets of state and local in-
come taxes. If you received a
refund, credit, or offset of state or
local income taxes in 2014, you may
be required to report this amount. If
you did not receive a Form 1099-G,
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check with the government agency
that made the payments to you. Your
2014 Form 1099-G may have been
made available to you only in an
electronic format, and you will need to
get instructions from the agency to
retrieve this document. Report any
taxable refund you received even if
you did not receive Form 1099-G.

If you chose to apply part or all of
the refund to your 2014 estimated
state or local income tax, the amount
applied is treated as received in 2014.

None of your refund is
taxable if, in the year you

paid the tax, you did not
itemize deductions on Schedule A. If
you were a student or business
apprentice from India in 2013 and you
claimed the standard deduction on
your 2013 tax return, none of your
refund is taxable. See Students and
business apprentices from India in
chapter 5 of Pub. 519. If none of your
refund is taxable, leave line 11 blank.

For details on how to figure the
amount you must report as income,
see Recoveries in Pub. 525.

Line 12—Scholarship and fellow-
ship grants. If you received a
scholarship or fellowship, part or all of
it may be taxable.

If you were a degree candidate, the
amounts you used for expenses other
than tuition and course-related
expenses (fees, books, supplies, and
equipment) are generally taxable. For
example, amounts used for room,
board, and travel are generally
taxable.

If you were not a degree candidate,
the full amount of the scholarship or
fellowship is generally taxable. Also,
amounts received in the form of a
scholarship or fellowship that are
payment for teaching, research, or
other services are generally taxable
as wages even if the services were
required to get the grant.

If the grant was reported on
Form(s) 1042-S, you generally must
include the amount shown in box 2 of
Form(s) 1042-S on line 12. However,
if any or all of that amount is exempt
by treaty, do not include the
treaty-exempt amount on line 12.
Instead, include the treaty-exempt
amount on line 22 and complete item
L of Schedule Ol on page 5 of Form
1040NR.
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Attach any Form(s) 1042-S you
received from the college or
institution. If you did not receive a
Form 1042-S, attach a statement from
the college or institution (on their
letterhead) showing the details of the
grant.

For more information about
scholarships and fellowships in
general, see chapter 1 of Pub. 970.

Example 1. You are a citizen of a
country that does not have an income
tax treaty in force with the United
States. You are a candidate for a
degree at ABC University (located in
the United States). You are receiving
a full scholarship from ABC University.
The total amounts you received from
ABC University during 2014 are as
follows.

Tuition and

fees $25,000

Books,

supplies, and

equipment 1,000

Room and

board 9,000
$35,000

The Form 1042-S you received from
ABC University for 2014 shows
$9,000 in box 2 and $1,260 (14% of
$9,000) in box 10.

Note. Box 2 shows only $9,000
because withholding agents (such as
ABC University) are not required to
report section 117 amounts (tuition,
fees, books, supplies, and equipment)
on Form 1042-S.

When completing Form 1040NR:
® Enter on line 12 the $9,000 shown
in box 2 of Form 1042-S.
® Enter $0 on line 31. Because
section 117 amounts (tuition, fees,
books, supplies, and equipment) were
not included in box 2 of your Form
1042-S (and are not included on
line 12 of Form 1040NR), you cannot
exclude any of the section 117
amounts on line 31.
® |nclude on line 62d the $1,260
shown in box 10 of Form 1042-S.

Example 2. The facts are the
same as in Example 1 except that you
are a citizen of a country that has an
income tax treaty in force with the
United States that includes a
provision that exempts scholarship



income and you were a resident of
that country immediately before
leaving for the United States to attend
ABC University. Also, assume that,
under the terms of the tax treaty, all of
your scholarship income is exempt
from tax because ABC University is a
nonprofit educational organization.

Note. Many tax treaties do not permit
an exemption from tax on scholarship
or fellowship grant income unless the
income is from sources outside the
United States. If you are a resident of
a treaty country, you must know the
terms of the tax treaty between the
United States and the treaty country
to claim treaty benefits on Form
1040NR. See the instructions for item
L, Schedule Ol, later, for details.

When completing Form 1040NR:
® Enter $0 on line 12. The $9,000
reported to you in box 2 of Form
1042-S is reported on line 22 (not
line 12).
® Enter $9,000 on line 22.
® Enter $0 on line 31. Because none
of the $9,000 reported to you in box 2
of Form 1042-S is included in your
income, you cannot exclude it on
line 31.
® Include on line 62d any withholding
shown in box 10 of Form 1042-S.
® Provide all the required information
in item L, Schedule Ol, on page 5 of
Form 1040NR.

Line 13—Business income or
(loss). If you operated a business or
practiced your profession as a sole
proprietor, report your effectively
connected income and expenses on
Schedule C or Schedule C-EZ (Form
1040).

Include any income you received
as a dealer in stocks, securities, and
commaodities through your U.S. office.
If you dealt in these items through an
independent agent, such as a U.S.
broker, custodian, or commissioned
agent, your income may not be
considered effectively connected with
a U.S. business.

Note. For more information on tax
provisions that apply to a small
business, see Pub. 334, Tax Guide for
Small Business.

Line 14—Capital gain or (loss). If
you had effectively connected capital
gains or losses, you must complete
and attach Form 8949 and

Schedule D (Form 1040). But see the
Exceptions.

Gains and losses from disposing of
U.S. real property interests are
reported on Schedule D (Form 1040)
and included on line 14 of Form
1040NR. See Dispositions of U.S.
Real Property Interests, earlier.

Exception 1. You do not have to
file Form 8949 or Schedule D (Form
1040) if both of the following apply.

1. You have no capital losses, and
your only capital gains are capital gain
distributions from Form(s) 1099-DIV,
box 2a (or substitute statements).

2. None of the Form(s) 1099-DIV
(or substitute statements) have an
amount in box 2b (unrecaptured
section 1250 gain), box 2¢ (section
1202 gain), or box 2d (collectibles
(28%) gain).

Exception 2. You must file
Schedule D (Form 1040), but
generally do not have to file Form
8949, if Exception 1 does not apply
and your only capital gains and losses
are:
® Capital gain distributions;
® A capital loss carryover from 2013;
® A gain from Form 2439 or 6252 or
Part | of Form 4797;
® Again orloss from Form 4684,
6781, or 8824;
® A gain or loss from a partnership, S
corporation, estate, or trust; or
® Gains and losses from transactions
for which you received a Form 1099-B
(or substitute statement) that shows
basis was reported to the IRS and for
which you do not need to make any
adjustments in column (g) of Form
8949 or enter any codes in column (f)
of Form 8949.

If Exception 1 applies, enter your
total effectively connected capital gain
distributions (from box 2a of Form(s)
1099-DIV) on line 14 and check the
box on that line. If you received capital
gain distributions as a nominee (that
is, they were paid to you but actually
belong to someone else), report on
line 14 only the amount that belongs
to you. Include a statement showing
the full amount you received and the
amount you received as a nhominee.

See chapter 1 of Pub. 550 for filing
requirements for Forms 1099-DIV and
1096.
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If you do not have to file
Schedule D (Form 1040), use

the Qualified Dividends and
Capital Gain Tax Worksheet in the
line 42 instructions to figure your tax.

Line 15—O0ther gains or (losses).
If you sold or exchanged assets used
in a U.S. trade or business, see the
Instructions for Form 4797.

Lines 16a and 16b—IRA distribu-
tions. You should receive a Form
1099-R showing the total amount of
any distribution from your individual
retirement arrangement (IRA) before
income tax or other deductions were
withheld. This amount should be
shown in box 1 of Form 1099-R.

Unless otherwise noted in the
line 16a and 16b instructions, an IRA
includes a traditional IRA, Roth IRA,
simplified employee pension (SEP)
IRA, and a savings incentive match
plan for employees (SIMPLE) IRA.
Except as provided in the following
exceptions, leave line 16a blank and
enter the total distribution (from Form
1099-R, box 1) on line 16b.

Exception 1. Enter the total
distribution on line 16a if you rolled
over part or all of the distribution from
one:
® IRA to another IRA of the same
type (for example, from one traditional
IRA to another traditional IRA),
® SEP or SIMPLE IRA to a traditional
IRA, or
® |IRA to a qualified plan other than an
IRA.

Also, enter “Rollover” next to
line 16b. If the total distribution was
rolled over in a qualified rollover,
enter -0- on line 16b. If the total
distribution was not rolled over in a
qualified rollover, enter the part not
rolled over on line 16b unless
Exception 2 applies to the part not
rolled over. Generally, a qualified
rollover must be made within 60 days
after the day you received the
distribution. For more details on
rollovers, see Can You Move
Retirement Plan Assets? in chapter 1
of Pub. 590-A, Contributions to
Individual Retirement Arrangements
(IRAs) and Pub. 590-B, Distributions
from Individual Retirement
Arrangements (IRAs).

If you rolled over the distribution
into a qualified plan other than an IRA
or you made the rollover in 2015,
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include a statement explaining what
you did.

Exception 2. If any of the
following apply, enter the total
distribution on line 16a and see Form
8606 and its instructions to figure the
amount to enter on line 16b.

1. You received a distribution from
an IRA (other than a Roth IRA) and
you made nondeductible contributions
to any of your traditional or SEP IRAs
for 2014 or an earlier year. If you
made nondeductible contributions to
these IRAs for 2014, also see How
Much Can You Deduct? in chapter 1
of Pub. 590-A.

2. You received a distribution from
a Roth IRA. But if either (a) or (b)
below applies, enter -0- on line 16b;
you do not have to see Form 8606 or
its instructions.

a. Distribution code T is shown in
box 7 of Form 1099-R and you made
a contribution (including a conversion)
to a Roth IRA for 2009 or an earlier
year.

b. Distribution code Q is shown in
box 7 of Form 1099-R.

3. You converted part or all of a
traditional, SEP, or SIMPLE IRA to a
Roth IRA in 2014.

4. Youhada?2013 or2014 IRA
contribution returned to you, with the
related earnings or less any loss, by
the due date (including extensions) of
your tax return for that year.

5. You made excess contributions
to your IRA for an earlier year and had
them returned to you in 2014.

6. You recharacterized part or all
of a contribution to a Roth IRA as a
traditional IRA contribution, or vice
versa.

Exception 3. If the distribution is a
qualified charitable distribution (QCD),
enter the total distribution on line 16a.
If the total amount distributed is a
QCD, enter -0- on line 16b. If only part
of the distribution is a QCD, enter the
part that is not a QCD on line 16b
unless Exception 2 applies to that
part. Enter QCD next to line 16b.

A QCD is a distribution made
directly by the trustee of your IRA
(other than an ongoing SEP or
SIMPLE IRA) to an organization
eligible to receive tax-deductible
contributions (with certain
exceptions). You must have been at
least age 70’k when the distribution
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was made. Generally, your total
QCDs for the year cannot be more
than $100,000. (On a joint return, your
spouse can also have a QCD of up to
$100,000.)

The amount of the QCD is limited
to the amount that would otherwise be
included in your income. If your IRA
includes nondeductible contributions,
the distribution is first considered to
be paid out of otherwise taxable
income. See Pub. 590-A for details.

You cannot claim a charitable
- contribution deduction for any
e QCD not included in your
income.

Exception 4. If the distribution is
a health savings account (HSA)
funding distribution (HFD), enter the
total distribution on line 16a. If the
total amount distributed is an HFD
and you elect to exclude it from
income, enter -0- on line 16b. If only
part of the distribution is an HFD and
you elect to exclude that part from
income, enter the part that is not an
HFD on line 16b unless Exception 2
applies to that part. Enter “HFD” next
to line 16b.

An HFD is a distribution made
directly by the trustee of your IRA
(other than an ongoing SEP or
SIMPLE IRA) to your HSA. If eligible,
you generally can elect to exclude an
HFD from your income once in your
lifetime. You cannot exclude more
than the limit on HSA contributions or
more than the amount that otherwise
would be included in your income. If
your IRA includes nondeductible
contributions, the HFD is first
considered to be paid out of otherwise
taxable income.

See Pub. 969 for more details.

The amount of an HFD
- reduces the amount you can
(Iyieny  contribute to your HSA for the
year. If you fail to maintain eligibility
for an HSA for the 12 months
following the month of the HFD, you
may have to report the HFD as

income and pay an additional tax. See
Form 8889, Part Ill.

More than one exception
applies. If more than one exception
applies, include a statement showing
the amount of each exception, instead
of making an entry next to line 16b.
For example: “Line 16b-$1,000
Rollover and $500 HFD.” But you do
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not need to attach a statement if only
Exception 2 and one other exception

apply.

More than one distribution. If
you received more than one
distribution, figure the taxable amount
of each distribution and enter the total
of the taxable amounts on line 16b.
Enter the total amount of those
distributions on line 16a.

You may have to pay an

- additional tax if: (a) you
YL received an early distribution

from your IRA and the total was not
rolled over, or (b) you were born
before July 1, 1943, and received less
than the minimum required
distribution from your traditional, SEP,
and SIMPLE IRAs. See the
instructions for line 57, later, for
details.

More information. For more
information about IRAs, see Pub.
590-A and Pub. 590-B.

Lines 17a and 17b—Pensions and
annuities. Use line 17a to report
certain pension distributions. Use line
17b to report the taxable portion of
those pension distributions.

You should receive a Form 1042-S
or 1099-R showing the total amount of
your pension and annuity payments
before income tax or other deductions
were withheld. This amount should be
shown in box 1 of Form 1099-R or in
box 2 of Form 1042-S. Pension and
annuity payments include distributions
from 401(k), 403(b), and
governmental 457(b) plans. Rollovers
and lump-sum distributions are
explained later.

Report the part of any distribution
that is effectively connected with the
conduct of a trade or business in the
United States on lines 17a and 17b. In
general, the gross amount of any
distribution that is not effectively
connected income is subject to 30%
withholding (unless reduced or
eliminated by treaty). Report this
income on Schedule NEC, line 7.

Do not include the following
payments on lines 17a and 17b.
Instead, report them on line 8.

® Disability pensions received before
you reach the minimum retirement
age set by your employer.

® Corrective distributions (including
any earnings) of excess salary
deferrals or excess contributions to



retirement plans. The plan must
advise you of the year(s) the
distributions are includible in income.

Attach Form 1042-S or
1099-R to Form 1040NR if

any federal income tax was
withheld.

Effectively connected pension
distributions. If you performed
services in the United States while
you were a nonresident alien, your
income generally is effectively
connected with a U.S. trade or
business. (See section 864 for details
and exceptions.)

If you worked in the United States
after December 31, 1986, the part of
each pension distribution that is
attributable to the services you
performed after 1986 is income that is
effectively connected with a U.S.
trade or business.

Example. You worked in the
United States from January 1, 1980,
through December 31, 1989 (10
years). You now receive monthly
pension payments from your former
U.S. employer's pension plan. 70% of
each payment is attributable to
services you performed during 1980
through 1986 (7 years) and 30% of
each payment is attributable to
services you performed during 1987
through 1989 (3 years). Include 30%
of each pension payment in the total
amount that you report on line 17a.
Include 70% of each payment in the
total amount that you report in the
appropriate column on
Schedule NEC, line 7.

In most cases, the effectively
connected pension distribution will be
fully taxable in the United States, so
you must enter it on line 17b.
However, in some situations, you can
report a lower amount on line 17b.
The most common situations are
where:
® All or a part of your pension
payment is exempt from U.S. tax,
® A part of your pension payment is
attributable to after-tax contributions
to the pension plan, or
® The payment is rolled over to
another retirement plan.

See chapter 3 of Pub. 519; Pub.
575, Pension and Annuity Income; or
Pub. 939, General Rule for Pensions
and Annuities, for more information.

Fully taxable pensions and
annuities. Your payments are fully
taxable if (a) you did not contribute to
the cost (see Cost, later) of your
pension or annuity, or (b) you got your
entire cost back tax free before 2014.
If your pension or annuity is fully
taxable, enter the total pension or
annuity payments on line 17b; do not
make an entry on line 17a.

If you received a Form
RRB-1099-R, see General
Information in Pub. 575 to find out
how to report your benefits.

Partially taxable pensions and
annuities. Enter the total pension or
annuity payments on line 17a. If your
Form 1042-S or Form 1099-R does
not show the taxable amount, you
must use the General Rule explained
in Pub. 939 to figure the taxable part
to enter on line 17b. But if your annuity
starting date (defined later) was after
July 1, 1986, see Simplified method,
later, to find out if you must use that
method to figure the taxable part.

You can ask the IRS to figure the
taxable part for you for a $1,000 fee.
For details, see Pub. 939.

If your Form 1099-R shows a
taxable amount, you can report that
amount on line 17b. But you may be
able to report a lower taxable amount
by using the General Rule or the
Simplified Method. If you received
Form 1042-S, you must figure the
taxable part by using the General Rule
or the Simplified Method.

Simplified method. You must use
the Simplified Method if (a) your
annuity starting date (defined later)
was after July 1, 1986, and you used
this method last year to figure the
taxable part, or (b) your annuity
starting date was after November 18,
1996, and both of the following apply.
® The payments are from a qualified
employee plan, a qualified employee
annuity, or a tax-sheltered annuity.
® On your annuity starting date, either
you were under age 75 or the number
of years of guaranteed payments was
fewer than five. See Taxation of
Periodic Payments in Pub. 575 for the
definition of guaranteed payments.

If you must use the Simplified
Method, complete the Simplified
Method Worksheet—Lines 17a and
17b to figure the taxable part of your
pension or annuity. See Taxation of
Periodic Payments in Pub. 575 for
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more details on the Simplified
Method.

Annuity starting date. Your
annuity starting date is the later of the
first day of the first period for which
you received a payment or the date
the plan's obligations became fixed.

Age (or combined ages) at
annuity starting date. If you are the
retiree, use your age on the annuity
starting date. If you are the survivor of
a retiree, use the retiree's age on his
or her annuity starting date. But if your
annuity starting date was after 1997
and the payments are for your life and
that of your beneficiary, use your
combined ages on the annuity starting
date.

See Survivors and Beneficiaries in
Pub. 575 if you are the beneficiary of
an employee who died, or if there is
more than one beneficiary and you
need to figure each beneficiary's
taxable amount.

Cost. Your cost is generally your
net investment in the plan as of the
annuity starting date. It does not
include pre-tax contributions. Your net
investment should be shown in box 9b
of Form 1099-R for the first year you
received payments from the plan. You
must figure your net investment if you
received Form 1042-S.

Rollovers. Generally, a qualified
rollover is a tax-free distribution of
cash or other assets from one
retirement plan that is contributed to
another plan within 60 days of
receiving the distribution. However, a
qualified rollover to a Roth IRA or a
designated Roth account generally is
not a tax-free distribution. Use lines
17a and 17b to report a qualified
rollover, including a direct rollover,
from one qualified employer's plan to
another or to an IRA or SEP.

Enter on line 17a the distribution
from box 1 of Form 1099-R or box 2 of
Form 1042-S. From this amount,
subtract any contributions (usually
shown in box 5 of Form 1099-R or
figured by you if you received Form
1042-S) that were taxable to you
when made. From that result, subtract
the amount of the qualified rollover.
Enter the remaining amount on
line 17b. If the remaining amount is
zero and you have no other
distribution to report on line 17b, enter
zero on line 17b. Also, enter
"Rollover" next to line 17b.

Instructions for Form 1040NR (2014)



See Rollovers in Pub. 575 for more
details, including special rules that
apply to rollovers from designated
Roth accounts, partial rollovers of
property, and distributions under
qualified domestic relations orders.

Lump-sum distributions. If you
received a lump-sum distribution from
a profit-sharing or retirement plan,
your Form 1099-R should have the
“Total distribution” box in box 2b
checked. You need to figure this on
your own if you received Form
1042-S. You may owe an additional
tax if you received an early distribution
from a qualified retirement plan and
the total amount was not rolled over in
a qualified rollover. For detalils, see
the instructions for line 57, later.

Enter the total distribution on
line 17a and the taxable part on
line 17b. For details, see Taxation of
Nonperiodic Payments in Pub. 575.
was born before January 2,
1936, you could pay less tax

on the distribution. See Form 4972.

If you or the plan participant

Line 18—Rental real estate, royal-
ties, partnerships, trusts, etc.
Report income or loss from rental real
estate, royalties, partnerships,
estates, trusts, and residual interests
in real estate mortgage investment
conduits (REMICs) on line 18. Use
Schedule E (Form 1040) to figure the
amount to enter on line 18 and attach
Schedule E (Form 1040) to your
return. For more information, see the
Instructions for Schedule E (Form

1040).
income from real property
located in the United States
as effectively connected with a U.S.
trade or business, see Income You
Can Elect To Treat as Effectively
Connected With a U.S. Trade or
Business, earlier, for more details on
the election statement you must
attach. If you do not make the
election, report rental income on
Schedule NEC, line 6. See Income
from Real Property in chapter 4 of
Pub. 519 for more details.

If you are electing to treat

Line 19—Farm income or (loss).
Report farm income and expenses on
line 19. Use Schedule F (Form 1040)
to figure the amount to enter on

line 19 and attach Schedule F (Form
1040) to your return. For more
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information, see the Instructions for
Schedule F (Form 1040). Also see
Pub. 225, Farmer's Tax Guide, for
samples of filled-in forms and
schedules and a list of important
dates that apply to farmers.

Line 20—Unemployment compen-
sation. You should receive a Form
1099-G showing in box 1 the total
unemployment compensation paid to
you in 2014. Report this amount on
line 20. However, if you made
contributions to a governmental
unemployment compensation
program or to a governmental paid
family leave program and you are not
itemizing deductions, reduce the
amount you report on line 20 by those
contributions. If you are itemizing
deductions, see the Form 1099-G
instructions.

If you received an overpayment of
unemployment compensation in 2014
and you repaid any of it in 2014,
subtract the amount you repaid from
the total amount you received. Enter
the result on line 20. Also, enter
“Repaid” and the amount you repaid
on the dotted line next to line 20. If, in
2014, you repaid unemployment
compensation that you included in
gross income in an earlier year, you
can deduct the amount repaid on
Schedule A (Form 1040NR), line 9.
But if you repaid more than $3,000,
see Repayments in Pub. 525 for
details on how to report the
repayment.

Line 21—Other income. Use line 21
to report any other income effectively
connected with your U.S. business
that is not reported elsewhere on your
return or other schedules. List the
type and amount of income. If
necessary, include a statement
showing the required information. For
more details, see Miscellaneous
Income in Pub. 525.

Examples of income to report on
line 21 include the following.

Taxable distributions from a
Coverdell education savings
account (ESA) or a qualified
tuition program (QTP). Distributions
from these accounts may be taxable if
(a) they are more than the qualified
higher education expenses of the
designated beneficiary in 2014, and
(b) they were not included in a
qualified rollover. See chapters 7 and
8 in Pub. 970.
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Nontaxable distributions from these
accounts, including rollovers, do not
have to be reported on Form 1040NR.

You may have to pay an
A additional tax if you received
(YL  a taxable distribution from a

Coverdell ESA or a QTP. See the
Instructions for Form 5329.

Taxable distributions from a
health savings account (HSA) or
an Archer MSA. Distributions from
these accounts may be taxable if (a)
they are more than the unreimbursed
qualified medical expenses of the
account beneficiary or account holder
in 2014, and (b) they were not
included in a qualified rollover. See
Pub. 969.

You may have to pay an
- additional tax if you received
(L) a taxable distribution from an
HSA or an Archer MSA. See the
Instructions for Form 8889 for HSAs

or the Instructions for Form 8853 for
Archer MSAs.

Amounts deemed to be income
from an HSA because you did not
remain an eligible individual
during the testing period. See
Form 8889, Part IlI.

Alternative trade adjustment
assistance (ATAA) or
reemployment trade adjustment
assistance (RTAA) payments.
These payments should be shown in
box 5 of Form 1099-G.

Recapture of a charitable
contribution deduction relating to
the contribution of a fractional
interest in tangible personal
property. See Fractional Interest in
Tangible Personal Property in Pub.
526, Charitable Contributions. Interest
and an additional 10% tax apply to the
amount of the recapture. See the
instructions for line 60, later.

Recapture of a charitable
contribution deduction if the
charitable organization disposes
of the donated property within 3
years of the contribution. See
Recapture if no exempt use in Pub.
526.

Canceled debts. These amounts
may be shown in box 2 of Form
1099-C or Form 1042-S. However,
part or all of your income from the
cancellation of debt may be



Simplified Method Worksheet—Lines 17a and 17b

Keep for Your Records m

Before you begin: If you are the beneficiary of a deceased employee or former employee who died before August 21,

1996, include any death benefit exclusion that you are entitled to (up to $5,000) in the amount entered
on line 2 below.

More than one pension or annuity. If you had more than one partially taxable pension or annuity, figure the taxable part of
each separately. Enter the total of the taxable parts on Form 1040NR, line 17b. Enter the total pension or annuity payments
received in 2014 on Form 1040NR, line 17a.

1. Enter the total pension or annuity payments received in 2014. Also, enter this amount on Form
T040NR, [INE 178 ... e 1.
2. Enter your cost in the plan at the annuity startingdate .................... 2.
Note. If you completed this worksheet last year, skip line 3 and enter the
amount from line 4 of last year's worksheet on line 4 below (even if the amount
of your pension or annuity has changed). Otherwise, go to line 3.
3. Enter the appropriate number from Table 1 below. But if your annuity starting
date was after 1997 and the payments are for your life and that of your
beneficiary, enter the appropriate number from Table 2 below ............. 3.
4. Divide line 2 by the numberonline3 ....... ... ... i i, 4.
5. Multiply line 4 by the number of months for which this year's payments were
made. If your annuity starting date was before 1987, skip lines 6 and 7 and
enter this amount on line 8. Otherwise, gotoline6 ....................... 5.
6. Enter the amount, if any, recovered tax free in years after 1986. If you
completed this worksheet last year, enter the amount from line 10 of last
yearsworksheet .......... .. 6.
7. Subtractline 6 fromline2 ... ... .. . . 7.
8. Enterthe smaller of line 5 0rline 7 ... ... 8.
9. Taxable amount. Subtract line 8 from line 1. Enter the result, but not less than zero. Also, enter
this amount on Form 1040NR, line 17b. If your Form 1042-S or Form 1099-R shows a larger
amount, use the amount on this line instead of the amount from Form 1042-S or Form
1009-R L 9.
10. Was your annuity starting date before 1987?
L] Yes. Do not complete the rest of this worksheet.
] No. Add lines 6 and 8. This is the amount you have recovered tax free through
2014. You will need this number if you need to fill out this worksheet next
12X 10.
11. Balance of cost to be recovered. Subtract line 10 from line 2. If zero or less, you will not have
to cobrlnplete this worksheet next year. The payments you receive next year will generally be fully
taXable. . e 11.

Table 1 for Line 3 Above

IF the age at annuity startin

date (see Age (or combined ages) at annuity

starting date) was . . .

AND your annuity starting date was—

55 or under
56-60
61-65
66-70

71 or older

before November 19, 1996, after November 18, 1996,
enteronline 3..... enteronline 3.....

300 360
260 310
240 260
170 210
120 160

IF the combined ages at annuity
starting date (see Age (or combined ages) at

annuity starting date) were . . .

110 or under
111-120
121-130
131-140
141 or older

Table 2 for Line 3 Above

THEN enteronline 3. ..

410
360
310
260
210
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nontaxable. See Pub. 4681 or go to
IRS.gov and enter “canceled debt” or
“foreclosure” in the search box.

Taxable part of disaster relief
payments. See Miscellaneous
Income in Pub. 525 to figure the
taxable part, if any. If any of your
disaster relief payment is taxable,
attach a statement showing the total
payment received and how you
figured the taxable part.

Income that is not effectively
connected. Report otherincome on
Schedule NEC if it is not effectively
connected with a U.S. trade or
business.

Net operating loss (NOL)
deduction. Include on line 21 any
NOL deduction from an earlier year.
Subtract it from any income on line 21
and enter the result. If the result is

less than zero, enter it in parentheses.

On the dotted line next to line 21,
enter “NOL” and show the amount of
the deduction in parentheses. See
Pub. 536 for details.

Medicaid waiver payments to
care provider. Certain Medicaid
waiver payments you received for
caring for someone living in your
home with you may be nontaxable. If
these payments were incorrectly
reported to you in box 1 of Form(s)
W-2, and you cannot get a corrected
Form W-2, include the amount on
line 8. On line 21, subtract the
nontaxable amount of the payments
from any income on line 21 and enter
the result. If the result is less than
zero, enter it in parentheses. Enter
“Notice 2014-7” and the nontaxable
amount on the dotted line next to
line 21. For more information about
these payments, see Pub. 525.

Line 22—Treaty-exempt income.
Report on line 22 the total of all your
income that is exempt from tax by an
income tax treaty, including both
effectively connected income and not
effectively connected income. Do not

include this exempt income on line 23.

You must complete item L of
Schedule Ol on page 5 of Form
1040NR to report income that is
exempt from U.S. tax.

Adjusted Gross Income

Line 24—Educator expenses. If
you were an eligible educator in 2014,
you can deduct on line 24 up to $250
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of qualified expenses you paid in
2014. You may be able to deduct
expenses that are more than the $250
limit on Schedule A (Form 1040NR),
line 7. An eligible educator is a
kindergarten through grade 12
teacher, instructor, counselor,
principal, or aide who worked in a
school for at least 900 hours during a
school year.

Qualified expenses include
ordinary and necessary expenses
paid in connection with books,
supplies, equipment (including
computer equipment, software, and
services), and other materials used in
the classroom. An ordinary expense is
one that is common and accepted in
your educational field. A necessary
expense is one that is helpful and
appropriate for your profession as an
educator. An expense does not have
to be required to be considered
necessary.

Qualified expenses do not include
expenses for home schooling or for
nonathletic supplies for courses in
health or physical education.

You must reduce your qualified
expenses by the following amounts.
® Excludable U.S. series EE and |
savings bond interest from Form
8815.
® Nontaxable qualified tuition
program earnings or distributions.
® Any nontaxable distribution of
Coverdell education savings account
earnings.
® Any reimbursements you received
for these expenses that were not
reported to you in box 1 of your Form
W-2.

For more details, see Deductions
Subject to the 2% Limit in Pub. 529.

Line 25—Health savings account
(HSA) deduction. You may be able
to take this deduction if contributions
(other than employer contributions,
rollovers, and qualified HSA funding
distributions from an IRA) were made
to your HSA for 2014. See Form 8889.

Line 26—Moving expenses.
Employees and self-employed
persons (including partners) can
deduct certain moving expenses. The
move must be in connection with
employment that generates effectively
connected income.

If you moved in connection with
your job or business or started a new
job, you may be able to take this
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deduction. But your new workplace
must be at least 50 miles farther from
your old home than your old home
was from your old workplace. If you
had no former workplace, your new
workplace must be at least 50 miles
from your old home. The deduction
generally is limited to moves to or
within the United States or its
possessions. If you meet these
requirements, see Pub. 521. Use
Form 39083 to figure the amount to
enter on this line.

Line 27—Deductible part of
self-employment tax. If you were
self-employed and owe
self-employment tax, fill in

Schedule SE (Form 1040) to figure
the amount of your deduction. If you
completed Section A of Schedule SE,
the deductible part of your
self-employment tax is on line 6. If you
completed Section B of Schedule SE,
itis on line 13.

Line 28—Self-employed SEP, SIM-
PLE, and qualified plans. If you
were self-employed or a partner, you
may be able to take this deduction.
See Pub. 560, Retirement Plans for
Small Business; or, if you were a
minister, Pub. 517, Social Security
and Other Information for Members of
the Clergy and Religious Workers.

Line 29—Self-employed health in-
surance deduction. You may be
able to deduct the amount you paid
for health insurance for yourself, your
spouse, and your dependents. The
insurance also can cover your child
who was under age 27 at the end of
2014, even if the child was not your
dependent. A child includes your son,
daughter, stepchild, adopted child, or
foster child (defined in the line 7¢
instructions).

One of the following statements
must be true.
® You were self-employed and had a
net profit for the year reported on
Schedule C, C-EZ, or F.
® You were a partner with net
earnings from self-employment.
® You used one of the optional
methods to figure your net earnings
from self-employment on
Schedule SE (Form 1040).

The insurance plan must be
established under your business.
Your personal services must have
been a material income-producing
factor in the business. If you are filing
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Before you begin: / Be sure you have read the Exception in the instructions for this line to see if you can use this
worksheet instead of Pub. 535, Business Expenses, to figure your deduction.

Self-Employed Health Insurance Deduction Worksheet—Line 29

1. Enter the total amount paid in 2014 for health insurance coverage established under your
business for 2014 for you, your spouse, and your dependents. Your insurance can also
cover your child who was under age 27 at the end of 2014, even if the child was not your
dependent. But do not include amounts for any month you were eligible to participate in an
employer-sponsored health plan (explained in the instructions for this line)

2. Enter your net profit* and any other earned income™ from the business under which the
insurance plan is established, minus any deductions on Form 1040NR, lines 27 and 28.
Do not include Conservation Reserve Program payments exempt from self-employment
2 2.

3. Self-employed health insurance deduction. Enter the smaller of line 1 or line 2 here
and on Form 1040NR, line 29

*If you used either optional method to figure your net earnings from self-employment, do not enter your net profit.
Instead, enter the amount from Schedule SE (Form 1040), Section B, line 4b.

**Earned income includes net earnings and gains from the sale, transfer, or licensing of property you created.

However, it does not include capital gain income.

Schedule C, C-EZ, or F (Form 1040),
the policy can be either in your name
or in the name of the business.

If you are a partner, the policy can
be either in your name or in the name
of the partnership. Either you can pay
the premiums yourself or your
partnership can pay them and report
them as guaranteed payments. If the
policy is in your name and you pay the
premiums yourself, the partnership
must reimburse you and report the
premiums as guaranteed payments.

But if you were also eligible to
participate in any subsidized health
plan maintained by your or your
spouse's employer for any month or
part of a month in 2014, amounts paid
for health insurance coverage for that
month cannot be used to figure the
deduction. Also, if you were eligible
for any month or part of a month to
participate in any subsidized health
plan maintained by the employer of
either your dependent or your child
who was under age 27 at the end of
2014, do not use amounts paid for
coverage for that month to figure the
deduction.

Example. If you were eligible to
participate in a subsidized health plan
maintained by your spouse's
employer from September 30 through
December 31, you cannot use
amounts paid for health insurance
coverage for September through
December to figure your deduction.

If you qualify to take the deduction,
use the Self-Employed Health
Insurance Deduction Worksheet to
figure the amount you can deduct.

Exceptions. Use Worksheet 6-A
in chapter 6 of Pub. 535 instead of the
Self-Employed Health Insurance
Deduction Worksheet in these
instructions to figure your deduction if
either of the following applies.

® You had more than one source of
income subject to self-employment
tax.

® You are using amounts paid for
qualified long-term care insurance to
figure the deduction.

Use Pub. 974 instead 