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Exception for Certain Gre en Card Holders   
If you are a Green Card holder living abroad & 
you are tired of always being taxed as 
residents by the IRS, there is a solution! If you 
have read my article in the last issue, you 
might have noticed that there is an exception to 
the Green Card Test for Japanese citizens. 
(Green Card Test in short: a green card holder 
is always considered as a U.S. resident for tax 
purposes.)  In fact, this not only applies to 
Japanese citizens, it also applies to citizens of 
some other countries. 
 

Which gro up of Green Card holders can 
choose to file 1040-NR?  
First of all, there has to be an income tax treaty 
between the U.S. & the home country of the 
taxpayer. Secondly, this taxpayer has to qualify 
as a” dual-resident taxpayer.” Dual-resident 
taxpayer is an individual who is a U.S. resident 
under the U.S. law & also a resident of the 
other country by that country’s law. This 
usually happens to an individual who holds a 
Green Card but resides in another country 
most of the time. 
The income tax treaty will usually provide a 
resolution to the above situation, called the “tie 
breaker rule.” A dual-resident taxpayer follows 
the tie breaker rule to determine in which 
country (s)he is a resident. If (s)he is a resident 
of country A, (s)he will be a non-resident of 
country B for tax purposes, & vice versa. 
 

Why would this group of Green Card 
holders choose to file 1040-NR?  
In general, Green Card holders, as residents of 
the United States, are required to file Form 
1040 & report their worldwide income & be 
taxed accordingly. For this specific group of 
Green Card holders, their incomes are mostly 
foreign-sourced & should have been taxed by 
that country’s tax agency already. 
Therefore, if they do not want to be taxed again 
for the same income in the U.S., they should 
file their individual tax return as non-residents. 
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As non-residents of the United States, they 
would only have to report U.S.-sourced income 
to the Internal Revenue Service. 
Again, only this specific group of Green Card 
holders who meet the requirements in the 
income tax treaty can choose to file 1040-NR. 
 

What is the correct procedure for this group 
of Green Card holders to file 1040-NR?  
They would have to complete Form 8833 to 
claim their treaty-based positions & attach to 
their Form 1040-NRs. They would need to 
state the specific treaty country & article that 
establishes their non-resident status in the U.S. 
 

What are the disadvantages of filing 1040-
NR as a Green Card holder?  
The first & most important disadvantage of 
filing 1040-NR is about jeopardizing your 
Green Card. Green Card is also called the 
permanent resident card; if you don’t consider 
yourself a resident of the U.S., why would you 
need your permanent resident card, then? An 
immigration officer think about this for the 
situation. 
The second disadvantage would be reducing 
your chances of becoming a U.S. citizen. 
When you file your naturalization application, 
there is a question that asks you if you have 
filed any tax return as a non-resident. You can 
imagine the worst case scenario if you 
answered yes to that question: a rejection to 
your application. If you have any questions, 
please consult Muso & Co at 323-526-9700. 
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Beginning February 1, 2009, the State Franchise Tax Board and the State Controller (CA) 
said the tax refunds will be delayed for one month due to the state budget shortfall. 

 

 

January is already here. Now is the time we 
need to make New Year resolutions.  
However, the majority of these resolutions are 
not successful & they are broken within one or 
two months.  Everyone wants this New Year 
to be better than the previous year.  Here are 
a few of my tips to see that your resolution 
actually can make a difference. 
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