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What are some of the tax

implications of owning U.S. property
as a foreign national?

By John Greenwall

Foreign investors continue to find
value in owning property in the
United States, despite a somewhat
bumpy residential-housing mar-
ket. Unlike some other countries, the
United States welcomes foreign real
estate buyers and offers well-defined
property rights, including the right of
a foreign purchaser to hold the title to
and own property on the same basis as
a U.S. citizen.

The benefits of owning real estate
here, then, are immediately apparent.
However, if you are a non-resident for-
eign national (not a U.S. citizen, and
with a primary residence outside of the
United States), you need to understand
the possible estate tax implications to
your U.S. real estate holdings.

How does being a non-resident for-
eign national affect estate tax liability?

First, consider the difference between
allowable estate tax exemptions. Cur-
rently, the estate tax exemption for U.S.
citizens and foreign nationals who per-
manently reside in the United States is
$5.34 million.

Conversely, the estate tax exemp-
tion for a non-resident foreign national

is a scant $60,000. Such a low exemp-
tion limit essentially allows the federal
government to collect estate taxes of
up to 40 percent of the property’s fair
market value at the time of death of the
property owner.

What are the potential pitfalls
when evaluating strategies to miti-
gate estate tax liability as a non-res-
ident foreign national?

Some individuals set up business
entities in multiple countries to miti-
gate U.S. estate taxes on residential real
estate. Be cautious of this strategy, as it
may create other tax consequences. An
example is the fact that any personal
use of the property may be deemed to
be U.S. rental income and may trigger
a U.S. income tax liability.

Is life insurance a smart choice
when planning for potential estate
tax liability?

Under the U.S. tax code, insurance
on the life of a non-resident foreign
national is not subject to estate tax
and therefore would not be included
in this individual’s gross estate for tax
purposes. Additionally, U.S. life insur-
ance policies offer a number of advan-

tages that may make them an attractive
choice for helping protect against or
paying for possible high estate and gift
tax assessments.

Some questions you need to think
about as a foreign national considering
a U.S. life insurance policy:

- How long do you anticipate needing
the policy? For example, if you antici-
pate selling a U.S. investment property
during your lifetime, a straightforward
term life policy may suit your needs.

- What if you sell a vacation home?
There are life insurance policies that
offer the option of recovering insurance
premiums paid if you choose to surren-
der the policy when the property is sold.

- Is the coverage guaranteed? You
may want to consider a policy that guar-
antees the coverage will be in force, and
at a cost-effective premium, for as long
as you need it.

Understanding the tax treatment
of U.S. property is crucial to ensuring
that your heirs receive what you intend.
Talk to your tax, legal and/or financial
advisor to make sure you aren’t leaving
your descendants vulnerable to high
U.S. estate tax obligations. @

Transamerica and their representatives do not give tax or legal advice. This material is provided for informational purposes only and should not be construed as
tax or legal advice. Discussions of the various planning strategies and issues are based on our understanding of the applicable federal income, gift, and estate tax
laws in effect at the time of publication. However, tax laws are subject to interpretation and change, and there is no guarantee that the relevant tax authorities will
accept Transamerica’s interpretations. Additionally, this material does not consider the impact of applicable state or foreign laws and regulations or income or
estate tax treaties between the U.S. and other countries upon clients and prospects. Clients should consult with and rely on their own legal and/or tax advisor to
determine the consequences, if any, of owning or receiving proceeds from a Transamerica policy.

Although care is taken in preparing this material and presenting it accurately, Transamerica disclaims any express or implied warranty as to the accuracy of
any material contained herein and any liability with respect to it. This information is current as of December 2013.

Life insurance policies are issued by Transamerica Life Insurance Company, Cedar Rapids, IA 52499, or Transamerica Financial Life Insurance Company,
Harrison, NY 10528. All policies may not be available in all jurisdictions.
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“Under the U.S. tax code,
insurance on the life of a
non-resident foreign national
would not be included in his
or her U.S. gross estate for

tax purposes.”

—John Greenwall

How to reach Transamerica Life Insurance Company

John Greenwall and any member of our team can be reached at
877.238.6758. We look forward to hearing from you.

About The Transamerica Experts

Transamerica's experts leverage years of experience to offer life insurance solutions for the issues that are
important to today's consumers, including complex U.S. tax and estate-planning issues, charitable donation
legacies, business planning, and the special needs of a blended family or foreign national client. The firm’s goal

is to help independent general agents and producers be the best advocates possible for their clients.

John Greenwall draws from his prior experience as a banking law attorney, when he counseled business
executives and litigated in bankruptcy and tax matters. Today, he consults with life insurance professionals on
the use of life insurance in various advanced concepts. His expertise includes planning for foreign nationals and
case design for premium financing and split-dollar arrangements.
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Insurance Services Experience
111 years (combined)

Email experts@transamerica.com

Website www.transamerica.com

Professional Services Provided

Expert help with: estate/legacy planning, wealth transfer strategies,
retirement planning, business succession planning, executive benefits,
charitable legacy planning and planning for foreign nationals

Transamerica Life Insurance Company !

1150 South Olive Street, T-26, Los Angeles, CA 90015 877.238.6758
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Transamerica Life Insurance Company is featured in Worth® 2014 Leading Wealth Advisors™, a special section in every edition of Worth® magazine. All persons and firms appearing in this section
have completed questionnaires, have been vetted by an advisory group following submission by Worth®, and thereafter paid the standard fees to Worth® to be featured in this section.

The information contained herein is for informational purposes, and although the list of advisors presented in this section is drawn from sources believed to be reliable and independently
reviewed, the accuracy or completeness of this information is not guaranteed. No person or firm listed in this section should be construed as an endorsement by Worth®, and Worth® will not

be responsible for the performance, acts or omissions of any such advisor. It should not be assumed that the past performance of any advisors featured in this special section will equal or be

an indicator of future performance. Worth®, a Sandow Media publication, is a financial publisher and does not recommend or endorse investment, legal or tax advisors, investment strategies

or particular investments. Those seeking specific investment advice should consider a qualified and licensed investment professional. Worth® is a registered trademark of Sandow Media LLC.
See “About Us” for additional program details at http://www.worth.com/index.php/about-worth.




