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Learning Objectives

1. Identify important compliance considerations
2. Recognize the available accounting options

3. Describe the tax landscape & use the information to
make informed decisions

4. Explain payroll-related complexities on a state &
local level

5. Discuss anticipating potential shadow payroll
exposure
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Agenda
1. First Steps

a. Entity structure
b. Legal & banking

2. Accounting & Financial Reporting
a. Common differences

b. Other considerations
3. Establish Payroll

4. Direct Taxes
a. Federal
b. State & local
c. Hot topic: Tariffs

5. Indirect Taxes
a. Sales & use tax
b. Business property tax

c. Franchise tax

6. Shadow Payroll
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First Steps
Entity Structure

Most common types of business entities used when owned by a foreign-

What we see the most corporatigns
among our clients < C corporation

Parent + Limited Liability Compan

Company
|

- Can elect to be taxed as gfCorporation

- Can be a disregarded entity — the foreign parent will then be subject

[ |
Sub 1 Sub 2 to tax in the US

Country

Country

* Branch
- Not a separate entity

- The foreign parent will then be subject to tax in the U.S.
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First Steps

Legal & Banking

Launching a Foreign-Owned Business Entity in the U.S.

Business

incorporation

To be drafted by
a U.S.
attorney

» Choosing a
state

* Filing Articles
of
Incorporation
(or Formation)

» Appointing a
Registered
Agent

.

J

Obtaining an

EIN

Employer
|dentification
Number (EIN)

Issued by the
IRS

« Complete
Form SS-4

* If no U.S.
address, use
the address of
the
Registered
Agent

J

May 20, 2025

Opening a

bank account

Every bank will
have their
own KYC
procedures

To open a U.S.
bank account,
you'll typically
need:

* EIN

 Formation
documents

* Proof of
identity

)
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Accounting & Financial Reporting
Other Considerations

N\

Cg?rt Not regulated in the U.S.

Accounts Can use group COA & eliminate the need for mapping

ShEnEM No filing in the U.S. (unless SEC entity)
SECUEISY  Can be requested by investors, auditors, banks

No stringent statutory requirements in the U.S.
No electronic reporting mandate
No specific numbering system
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Accounting & Financial Reporting

Common Differences

The theoretical differences between GAAP, IFRS, & Tax Basis often result in inconsistent accounting for certain
transactions & presentation of reporting. The following are a few common examples:

*=| Inventory

GAAP: There are three main forms of
inventory: first-in, first-out (FIFO); last-
in, first-out (LIFO); & weighted average

cost (WAC).

IFRS: This permits the use of FIFO &

WAC but doesn’t permit the use of
LIFO.

Tax Basis: Multiple inventory methods

are available, including the direct
expensing of inventories for small
companies.

Launching a Foreign-Owned Business Entity in the U.S.

J N

@ Fixed assets

GAAP: Recorded at historical cost &
subject to depreciation.

IFRS: Initially recorded at historical

cost, this is later changed to fair value.

Tax Basis: This is similar to GAAP
regarding historical costs without
increasing values, but there

are different methods of recording
depreciation.

May 20, 2025

DHD Balance sheet

GAAP: Current assets are listed first
under GAAP & arranged in order of
liquidity.

IFRS: Noncurrent assets are listed first
under IFRS & arranged in order of
least liquid to most liquid.

Tax Basis: Regulatory requirements for
regarded entities on Schedule L;
follows a similar ordering arrangement
as GAAP.
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Payroll
Key Considerations

Stay in Compliance EN]

Frequency State &
& Timing Local

Compliance

Onboarding Tax
& Benefits Withholding
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Payroll
Key Considerations

Federal, State, & Local

Federal

State &

Need EIN & U.S. bank account to run payroll Local

EIN required to withhold:

« Federal income tax Must register for payroll tax withholdings within the states where the company hires employees.
« Social Security The general state payroll tax requirements include:
» Medicare + state payroll withholding tax accounts,

» workers’ compensation,
+ state unemployment,

- « & disability insurance
Filings: . . |
Quarterly & annual => a unique tax ID will be provided

Additional payroll withholdings may be required depending on the state & depending on the city,
county, or township laws.
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Payroll
Key Considerations

Tax Withholding

« Employers must withhold
- Federal income tax,
- Social Security,
- & Medicare taxes from employees' wages.
- State & local tax withholding requirements vary by jurisdiction.

« Social Security & Medicare taxes are paid by the employer &
employee.

- The current tax rates are 6.2% for the Social Security tax,

- & 1.45% for Medicare tax. The Social Security tax has a wage base
limit that is subject to tax for the year.

- This places a cap on the amount an employee will pay in taxes &
the amount changes year to year.

- The wage limit for 2025 is $176,100.

- Employees are subject to an additional Medicare tax of 0.09% if
their income exceeds $200,000 for a single tax filer or $250,000
for a Married Filing Jointly tax filer.

Launching a Foreign-Owned Business Entity in the U.S.

Employer tax requirements may vary as certain taxes are
only applied to the employer, such as the Federal
Unemployment Tax Act (FUTA).

The FUTA tax rate is 6%. The tax applies to the first $7,000
paid to each employee as wages during the year. The $7,000
is often referred to as the federal or FUTA wage base. The
state wage base may be different based on the applicable
state's rules.

Tax

Withholding
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Payroll
Key Considerations

Simple payroll

/5D PAYCHEX

InTuIT

QuickBooks
Payroll

... & many others

Launching a Foreign-Owned Business Entity in the U.S.

PEO — Professional employee
organization

23D PAYCHEX
Justworks 111 rRIPPLING

gusto
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What is their role?

- Technology: rates are constantly

updated

Filing quarterly payroll taxes
(federal & states)

What is the role of the CPA?

Entering employee information

Entering period end payroll
information (regular, additional
payments, changes, etc.)

Submit payroll

forvss
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Payroll

Key Considerations

Onboarding

Common pay frequencies:

» Biweekly (26 paychecks —
every other week)

* Semimonthly (24 paychecks —
twice a month)

Less common pay frequency
schedules:

+ Weekly

* Monthly (not allowed in CA &
NY for example)

Frequency

& Timing

Onboarding

& Benefits

Launching a Foreign-Owned Business Entity in the U.S.

Onboarding

Required documents:

May 20, 2025

Employee Handbook
Acknowledgment

I-9 Form
Federal W-4 Form
State W-4 Form, if Applicable

Employment Contract or
Offer Letter

U.S. Bank Account
Information

Benefits

Common benefits:

© 2025 Forvis Mazars, LLP. All rights reserved.

Health Insurance

Dental & Vision Insurance
Retirement & Pension Plans
Stock Options & Equity Plans

Vacation Paid Time Off,
Holiday Paid Time Off,
Parental Leave, & Sick
Leave

Accident & Critical lliness
Insurance

Life & Disability Insurance

forvss
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Payroll
HR & Recruitment in the U.S.

Competitive landscape for employers

» Benefit package options vary widely & there is no “typical” offering
- Health insurance

- 401k or retirement package

- Paid time off

» Recruiting timeline tends to be fast-paced & interviews are shorter &
relatively informal

» Popular sourcing sites: LinkedIn, Indeed, Glassdoor

» Reputable recruiting agencies

» Consultation with an employment lawyer

Launching a Foreign-Owned Business Entity in the U.S.
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Direct Taxes
Federal

Each taxpayer files an annual reporting to the Internal Revenue Service (IRS).

Form Deadline
« C corp & LLC elected to be treated as C corp need to file a ‘ « Three & half months after the year-end closing, or April 15 for
Form 1120 calendar year-end taxpayers. An exception to that rule: June year-

end entities file two & half months after closing

‘ « Two & half months after the closing date, or March 15 for calendar

» LLC taxed as a partnership need to file a form 1065
year-end taxpayers

« Single member LLC are considered as “disregarded entities”
exempting them from filing a tax return but requiring their activity
to be reported under the owner’s tax return. The form to file will

depend on the type of owner (individual or entity) » IRS allows entities to apply for an extension of the filing of the tax
return for a period of 6 months.

- However, the extension is for the filing of the tax return only

- If any payment is due, it is due by the original due date
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Direct Taxes
State & Local

Each state (& some cities or counties) can levy its own income tax in addition to the federal tax regime.

Income Tax

« A company’s tax obligations depend on its nexus (or business presence in the state).

» This presence could be established by one of the following transactions:
- Delivering sales above the state threshold
- Hiring employees
- Having an office, inventory, or providing services in the state

 If a company establishes nexus in a state, they may be required to register, file, & pay income taxes based on the allocated income in
that state. However, the rates & rules vary widely by state & some states, such as Florida & Texas, do not have a state income tax
although they may assess a franchise or other tax.

« There are a few cities in the United States which impose a city tax, such as New York City.
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Direct Taxes
International

Foreign businesses operating in the U.S will often have transactions with the parent & sister companies overseas.
These transactions require specific reporting in the U.S.

Informational reporting Withholding taxes

Certain foreign-owned businesses must report their transactions with Non-U.S. entities earning U.S.-sourced income (dividend, interest,
significant shareholders (more than 25%) & related parties on Form royalties, etc.) may be subject to withholding taxes, typically 30% unless
5472. a tax treaty applies.

Failure to file will result in a penalty of $25,000 per form. These payments should be reported using Form 1042.
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Direct Taxes
Tariffs

President Trump's recent executive orders increase tariffs, the tax imposed on imported goods.

» Currently in effect for China, Canada, & Mexico; Section 232 tariffs on steel, aluminum, & autos; baseline 10% on most imports

« Tariff impacts: inventory valuation method; transfer pricing adjustments; potential state & local taxes on increases in purchase price; technology &
systems required for tariff management automation

» Mitigation strategies: Stockpiling before tariffs take effect; use of free trade zones; partial reshoring — bring the subassembly to the U.S. to finish
production

* Forvis Mazars resources:

o Tariff-specific website Tariffs on Imports & Global Trade | Forvis Mazars

o Articles

= Tariff Mitigation in an Evolving Landscape | Forvis Mazars

= Responding to Tariffs: 7 Tips to Mitigate Healthcare Margin Impact | Forvis Mazars

= How the Manufacturing Sector Can Combat Inflation & Tariffs | Forvis Mazars

= Tariffs Got You Down? Aligning Customs Valuations & Transfer Prices | Forvis Mazars
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https://www.forvismazars.us/our-thinking/tariffs-on-imports-and-global-trade
https://www.forvismazars.us/forsights/2025/04/tariff-mitigation-in-an-evolving-landscape
https://www.forvismazars.us/forsights/2025/04/responding-to-tariffs-7-tips-to-mitigate-healthcare-margin-impact
https://www.forvismazars.us/forsights/2025/03/how-the-manufacturing-sector-can-combat-inflation-tariffs
https://www.forvismazars.us/forsights/2025/03/tariffs-got-you-down-aligning-customs-valuations-transfer-prices
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Indirect Taxes
Sales & Use Tax (1/2)

Sales tax is a common form of state tax in the U.S., which is similar to the value-added tax (VAT) seen in many
countries outside of the United States.

Definition Compliance

» Sales tax is a consumption tax imposed on end consumers on the Eligibility: is the product or service the business offers subject to sales
sale of goods & services. tax?

« Use tax is a complementary or compensating tax to the sales tax & » Each state or locality has different rules, depending on factors
does not apply if sales tax was charged. including point of sale, type of product, & more.

« Exemptions for resale, which typically come into play if the seller is a
wholesaler or distributor.
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Indirect Taxes
Sales & Use Tax (2/2)

Compliance

Nexus: sales tax nexus “is generally established when a business’s
retail activity in a state meets a certain dollar amount &/or number of
individual transactions

* General rule in most states is more than 200 transactions &/or
$100,000 of in-state sales.

« Some states do have different thresholds.

« Three ways that states have drafted the regulations:
- Sales threshold;
- Sales or transaction threshold; &

- Sales & transaction threshold

Launching a Foreign-Owned Business Entity in the U.S.

May 20, 2025 © 2025 Forvis Mazars, LLP. All rights reserved.

Registration: Business must register for a sales tax permit or license
in each state where it has a taxable presence.

Collection: Once registered, businesses are required to collect sales
tax from customers on taxable transactions. The rate of sales tax
varies depending on the state & locality.

Remittance: Collected sales tax must be remitted to the appropriate
state.

- The frequency of filing is determined by the state.
- The frequency of filing can change with volume of sales.

Use tax: In addition to sales tax, states may impose use taxes on
goods purchased out-of-state but used within the state. Businesses
must report & pay use tax on such transactions.

forvss
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Indirect Taxes
Other

Beyond income taxes & sales tax, businesses may face property tax, franchise taxes, annual report filings, & other
taxes on a state & local level, given that each state has its own rules & regulations.

Business property tax

Business personal property tax is assessed on tangible personal
property used as part of a company’s operations, such as furniture,
office equipment, machinery, & livestock.

» Businesses must assess the value of their property & pay taxes
based on local rates, if required, in the states in which they operate.

* Property tax compliance requires understanding the assessment

process, filing necessary documentation, & making timely payments.

» Businesses should also be aware of any exemptions or abatements
that may apply to their property.

Launching a Foreign-Owned Business Entity in the U.S.

Franchise tax

Franchise tax is imposed on businesses for the privilege of operating
within a state. The tax is typically based on the business’s net worth or
capital stock or has a flat fee charged annually. Compliance involves
calculating the tax owed, filing annual reports, & making payments. For
instance (but not limited to):

» Delaware requires an annual franchise tax for all companies
incorporated in the state, due March 1 for corporations & June 1 for
limited liability companies & partnerships.

« Texas requires an annual public information report filing for all
businesses registered to do business in Texas by May 15.

« New Jersey requires all businesses registered in the state to file an
annual report by the last day of the month in which the business was
formed.

forws
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Shadow Payroll
When to Consider It & Required Documentation

Definition: Shadow payroll is a method used by companies to manage the tax obligations of employees working in a foreign
country (host) by running a parallel payroll to ensure compliance with local tax regulations while the employee continues to be
paid in their home country (shadow).

Shadow payroll may be necessary if
* You operate in multiple countries
« Sending employees to work in multiple countries

« Having employees on payroll in one country while they are doing work in another

Required documentation®

+ Employee identification documents

« Employment contract between the employee & the company they will be working for; critical for parent/subsidiary entity structure
« Travel calendar

* A1 Certificate — valid for employees working in the EU & countries of the European Economic Area

» Certificate of Coverage — valid for Asia & non-EU countries

* Any other document required by the host country

* Important to check with a payroll advisor & global mobility expert as documentation varies by country.
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Shadow Payroll
Payroll Tax Burden

When it comes to the tax implications of shadow payroll, employees & employers can come into an agreement as to who would
bare the tax. There are three avenues:

1. Tax Equalization
o Employees are paying the same amount of taxes as if they have remained in their home country
o If the tax regime of the host country is lower, the employees are not entitled to keep the tax savings. Benefits the employer

o If the tax regime of the host country is higher, the employer bares the cost & covers the excess

2. Tax Protection
o If the tax regime of the host country is lower, the employees keep the tax savings. Benefits the employee

o If the tax regime of the host country is higher, the employer bares the cost & covers the excess

3. Gross Salary Arrangement

o Employees are responsible to cover even the excess taxes between the host & the home country
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Shadow Payroll
Examples of Shadow Payroll

Client 1

Home country: Netherlands

Host country: U.S.

To avoid double taxation, the Netherlands has established treaties with
many countries, including the United States, that outline how the taxes
& social security contributions of both countries work. After an employee

is sent to the U.S. (host), the Dutch (shadow) payroll must determine:

Wages that are taxable in the Netherlands
Number of days the employee worked in the Netherlands
If the employee will remain a resident of the U.S.

Required withholdings & contributions in the Netherlands are
allocated based on working days

The employee is paid in the U.S.
No actual payment is made to the employee by the shadow country

Launching a Foreign-Owned Business Entity in the U.S.

Client 2

Home country: U.S.
Host country: Bermuda

In Bermuda there is no income or withholding tax on any payments for
neither residents or non-residents. Bermuda relies on indirect tax,
primarily payroll taxes paid by employers, land tax, & customs & duties.
A Bermuda-based entity, owned by a U.S.-based entity with employees
that are either U.S. citizens or have dual citizenship

« Employees are subject to Federal withholdings calculated based on
their gross salaries & housing allowance less any retirement plan
contributions & they are submitted by EFTPS

« The entity files quarterly Forms 941 & issues W-2s to the employees
are year-end

* The entity has established a shadow payroll in Bermuda to calculate
& remit to the local government employer payroll taxes & social
insurance contribution
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Resources
Published Articles

Entering the U.S. Market: Essential Steps for Business Success

Financial Reporting & Accounting Systems for U.S. Inbound Companies

Key Considerations for Foreign Businesses Establishing US Pavyroll

Indirect Tax Compliance: Considerations for Entering the US

Tax & Requlatory Tips for Foreign Entities Expanding in the US
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https://www.forvismazars.us/forsights/2025/01/launching-a-foreign-owned-business-entity-in-the-united-states
https://www.forvismazars.us/forsights/2025/02/financial-reporting-accounting-systems-for-us-inbound-companies
https://www.forvismazars.us/forsights/2025/03/key-considerations-for-foreign-businesses-establishing-us-payroll
https://www.forvismazars.us/forsights/2025/05/indirect-tax-compliance-considerations-for-entering-the-us
https://www.forvismazars.us/forsights/2025/05/tax-regulatory-tips-for-foreign-entities-expanding-in-the-us

Contact

Forvis Mazars

Athina Koutsoumadi Marine Rollinger

Managing Director Principal

P: 646.502.4496 P: 646.315.6159
athina.koutsoumadi@us.forvismazars.com marine.rollinger@us.forvismazars.com

Brinn Serbanic

Partner

P: 254.756.8610
brinn.serbanic@us.forvismazars.com

Forvis Mazars is the brand name for the Forvis Mazars Global network (Forvis Mazars Global Limited) and its two independent members: Forvis Mazars, LLP in the United States
and Forvis Mazars Group SC, an internationally integrated partnership operating in over 100 countries and territories. Forvis Mazars Global Limited is a UK private company
limited by guarantee and does not provide any services to clients. Visit forvismazars.com/global to learn more about the global network

The information set forth in this presentation contains the analysis & conclusions of the author(s) based upon his/her/their research &
analysis of industry information & legal authorities. Such analysis & conclusions should not be deemed opinions or conclusions by Forvis
Mazars or the author(s) as to any individual situation as situations are fact-specific. The reader should perform their own analysis & form
their own conclusions regarding any specific situation. Further, the author(s)’ conclusions may be revised without notice with

or without changes in industry information & legal authorities.
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