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On June 12, 2020, the United States Internal Revenue Service (IRS) updated its Frequently Asked Questions (FAQs)
related to nonresident alien individuals and foreign businesses with employees or agents that have been affected by the
emergency travel disruptions as a result of the coronavirus (COVID-19) pandemic.” This update provides a newly-added
section “General Information,” which clarifies withholding issues related to U.S.-source payments to nonresident aliens
and foreign corporations, protective filings for U.S. tax returns, and the need for contemporaneous documentation to
establish the period chosen as the COVID-19 Emergency Period. (For prior coverage of Revenue Procedure 2020-20,
see GMS Flash Alert 2020-187 (22 April 2020).)

WHY THIS MATTERS

The update makes clear that an affected person’s income earned during the 60-day COVID-19 Emergency Period is not
subject to the 30-percent gross basis tax imposed under Internal Revenue Code sections 871(a) and 881(a). However, it
emphasizes the need for affected individuals to retain contemporaneous documentation to establish this period as it
relates to them, and that the relevant business activities conducted by them would not have been undertaken in the
United States but for the COVID-19 emergency travel disruptions.

Background

On April 21, 2020, the IRS released Rev. Proc. 2020-20 to provide relief for certain individuals who remain in the United
States beyond a specified number of days because of travel disruptions caused by the COVID-19 pandemic.? At the
same time, the IRS provided a set of related FAQs.
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Rev. Proc. 2020-20 and the related FAQs established the COVID-19 Emergency Period — a single period of up to 60
consecutive calendar days selected by an eligible individual starting on or after February 1, 2020 and on or before April 1,
2020, during which the individual is physically present in the United States on each day. Rev. Proc. 2020-20 and the
related FAQs provide that, subject to certain conditions, an affected person will not be treated as having a U.S. trade or
business, or creating a permanent establishment in the United States by reason of services performed or other business
activities temporarily conducted while present in the U.S. during their COVID-19 Emergency Period.

Update of the FAQs

As stated above, the new guidance provided in the “General Information” section of the FAQs provides that income
earned during an individual’'s COVID-19 Emergency Period is not subject to a 30-percent withholding tax. It emphasizes
the need for affected individuals to retain contemporaneous documentation to establish this period as it relates to them,
and that the relevant business activities conducted by them would not have been undertaken in the United States but
for the COVID-19 emergency travel disruptions. Finally, the guidance notes that nonresident aliens and foreign
corporations may make protective tax return filings, even if they believe they are not required to do so, and avail
themselves of the benefits and protections of such filings, including deductions, statutes of limitations, and claiming tax
treaty benefits.

The IRS is monitoring the effects of the COVID-19 emergency and may continue to update the FAQs as necessary and
affected persons should check the FAQs for new updates.

FOOTNOTES:

1 See FAQs for Nonresident Alien Individuals and Foreign Businesses with Employees or Agents Impacted by COVID-
19 Emergency Travel Disruptions.

2 For the text of Rev. Proc. 2020-20, see https://www.irs.gov/pub/irs-drop/rp-20-20.pdf.

* * * *
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The above information is not intended to be "written advice concerning one or more Federal tax matters" subject to the requirements of
section 10.37(a)(2) of Treasury Department Circular 230 as the content of this document is issued for general informational purposes only.

The information contained in this newsletter was submitted by the KPMG International member firm in United
States.

www.kpmg.com

kpmg.com/socialmedia

Wlin| f|c-|eilo

© 2020 KPMG LLP, a Delaware limited liability partnership and the U.S. member firm of the KPMG network of independent member firms affiliated with KPMG International Cooperative (“KPMG
International”), a Swiss entity. All rights reserved. Printed in the U.S.A. NDPPS 530159

The KPMG name and logo are registered trademarks or trademarks of KPMG International

The KPMG logo and name are trademarks of KPMG International. KPMG International is a Swiss cooperative that serves as a coordinating entity for a network of independent member firms. KPMG
International provides no audit or other client services. Such services are provided solely by member firms in their respective geographic areas. KPMG International and its member firms are legally
distinct and separate entities. They are not and nothing contained herein shall be construed to place these entities in the relationship of parents, subsidiaries, agents, partners, or joint ventures. No
member firm has any authority (actual, apparent, implied or otherwise) to obligate or bind KPMG International or any member firm in any manner whatsoever. The information contained in herein is of a
general nature and is not intended to address the circumstances of any particular individual or entity. Although we endeavor to provide accurate and timely information, there can be no guarantee that
such information is accurate as of the date it is received or that it will continue to be accurate in the future. No one should act on such information without appropriate professional advice after a

thorough examination of the particular situation.

Flash Alertis a GMS publication of KPMG LLP's Washington National Tax practice. To view this publication or recent prior issues online, please click here. To learn more about our GMS practice, please

visit us on the Internet: click here or go to http://www.kpmg.com


https://home.kpmg.com/xx/en/home/insights/2015/03/gms-flash-alerts-home.html
https://home.kpmg.com/xx/en/home/services/tax/global-mobility-services.html
http://www.kpmg.com/

