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Case Study II 

Client Information 
Taxpayer name: Carlos Wenceslaus Masaryk 
Taxpayer SSN: xxx-xx-x501 
Taxpayer DOB: November 12, 1989 
Address: 603 Berwyn Road 
 Berwyn Heights, MD 20784 
Living arrangement: Rents an apartment in Berwyn 
Cell phone: XXX 555-0501  
Work phone: XXX 555-4434 
Email: Masaryk.C.W.@net.net 
Taxpayer occupation: Physician trainee 
Visa information: 
Passport: Czech Republic X3456789 
Visa: J1 issued April 15, 2016 
First date in U.S. Entered U.S. April 24, 2016 
 No prior visits to U.S. on any visa 
U.S. exit/entry dates: Left U.S. December 24, 2016; December 24, 2017,  
 Entered U.S. January 3, 2017; also January 3, 2018. 

 

Employment 
Carlos W. Masaryk is a physician trainee at Berwyn Hospital in Prince Georges County, MD. He 
resided in the Czech Republic immediately before entering the U.S. His contract began May 1, 
2016, and runs for two years. It is renewable in two year increments.  

Income 
He received a 1042-S for $32 interest on an account in the BH federal credit union. 

He received a 1042-S for wages from Berwyn Hospital. EIN is: 40-9999999  

Box 1 code of 19, Box 2 shows $ 42,400; Box 3 is checked, 3b: 14%, Box 7: $5,418  

He has no other income. 

Treaty Benefits 
Table 2 of Tax Treaty Tables shows the following under Czech Republic: 
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Other 1042-S and Form 8843 information 

Just write ‘address’, ‘phone number’, etc. 

Expenses 
 $ 280 stethoscope 
 $ 60 scrubs 
 $ 45 sterile laundry of scrubs 
 $ 240 comfortable white shoes 
 $ 475 medical reference materials 
 $ 150 tax preparation for last year’s tax returns 
 $  3,000 total for four $ 750 timely quarterly estimated payments to MD for tax year taxes.  
   (Same amount at end of each quarter in U.S. in prior years.) 
 $ 330 professional dues 

Carlos W. Masaryk would like the most advantageous tax return possible. He would like to claim 
treaty benefits in the U.S. - Czech Republic Income Tax Treaty. 
Prepare a ‘second year in U.S. on J1 visa’ Federal tax return for Carlos W. Masaryk.  
Prepare any other required (i.e. 8843) or useful forms and notes or statements. 
 
Third year progression: His twin brother, Josef Wenceslaus Masaryk, arrived in the U.S, precisely 
one year earlier than CWM. His social security number is XXX-XX-X401. All information about 
JWM follows the same fact pattern as for CWM.  
 
JWM has been in the U.S. on a J1 visa for some part of two prior calendar years. His eXemption 
from counting days has ended. Assume Berwyn Hospital began to withhold for social security and 
Medicare taxes on January 1. Prepare 2017 Federal and state tax returns for JWM as a ‘Third 
year in U.S. on J-1 visa’ return individual. Prepare any other required forms.  
Think:  

– What forms does each Masaryk twin need? 

– Would any Preparer history or Return Notes be helpful? 

– May each Masaryk claim as deductions all the expenses listed? Should he? 

– If each Masaryk’s taxes are prepared by a paid tax professional, will the tax preparation bill 
for a complex return be offset by tax savings? Enough to make it worthwhile to claim all 
possible itemized deductions?  

Allowable Itemized Deductions 

– Schedule A: If a twin takes all allowable itemized deductions and has receipts 
– $ 3,000 1 payment of $750 for prior year MD 4

th
 quarter estimated taxes paid in tax 

  year, and 3 payments of $750 each for current year tax return 
– $ 280 stethoscope 
– $ 45 sterile laundry of scrubs 
– $ 475 medical reference materials 
– $ 330 professional dues 
– $ 150 tax preparation for last year’s tax returns 

– The scrubs themselves do not qualify because scrubs are often worn as street wear. 

– The sterile laundering qualifies if Carlos or Josef is required to pay for it himself. 

– The shoes would have to be prescribed by a doctor to qualify.  
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Solution – Case Study II 1040NR 
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Solution – Case Study II 
Return Notes 

Quarterly estimated tax payments to MD (on each twin’s Federal return) 

Taxpayer paid timely quarterly estimated tax payments of $750 to MD 

Towards 2016 MD state taxes: $ 750 paid Jan 15, 2017 

For 2017 MD taxes: $ 750 paid April 15, June 15, Sept 15 of 2017 and Jan 15, 2018. 

On federal return, $3,000 in itemized deductions paid in 2017 

On MD return, $3,000 estimated tax payments for 2017 taxes. 

 

Tax-exempt portion of physician-trainee compensation on Form 1042-S 
(On JWM’s third year return on Form 1040) 

The U.S. – Czech Republic income tax treaty applies to this income. Taxpayer JWM was a 
resident of the Czech Republic immediately before entering the U.S. on April 24, 2015 on a J-1 
exchange visitor visa. Taxpayer is a physician trainee.  

Taxpayer is claiming the 5-year exclusion of $ 5,000 from compensation provided for in Article 
21(1) of the U.S. – Czech Republic income tax treaty. 

For 2015 Form 1040NR, taxpayer was in US 8 months and excluded $5,000 

For 2016 Form 1040NR, taxpayer was in US 12 months and excluded $5,000 

For 2017 Form 1040, taxpayer was in US 12 months and may exclude $5,000 

2017 exclusion amount 

Amount shown on form 1042-S $  42,400 

Annual exclusion amount $ 5,000 

Taxable gross compensation after exclusion $ 37,400 

 

Client History Preparer Note 

Client JWM entered the US on a J-1 visa on April 24, 2015. He is a physician-trainee at Berwyn 
Hospital since May, 2015. He was a resident of the Czech Republic immediately before entering 
the US.  

He benefits from Article 21(1) of the US-Czech Republic tax treaty. This allows him to exclude $ 
5,000 from his taxable trainee compensation for 5 years (60 months) from his date of entry into 
the US.  

Files form 1040NR during eXempt period, 2015, 2016. 

In 2017 – 356 days present in US – meets SPT, files on 1040. In 2017, 2018 – expects to be in US 
full year and claim full exclusion.  

2019 holds the last 4 months of the 60-month exclusion period. He will claim the lower of $5,000 
or compensation from January through April. 
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Solution – Case Study II Maryland 502 
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