
U.S. TAXATION OF FOREIGN PERSONS
(General Overview of Inbound Rules)

Is TP a Foreign Person (e.g., NRA, Foreign Corp.)?
Yes No See Outbound Rules for US citizens, 

resident aliens, domestic corps.
Is TP engaged in “trade 
or business” within US?

Yes
No

Is income “effectively connected” 
with US Trade or Business?
(depends on character & source)

FDAP Income taxable
if US source

(generally 30% of gross)No

Yes

§1 or §11 rates apply to
“taxable income” effectively

connected w/US Trade or Business

Does a US Tax Treaty 
reduce/eliminate the tax?
(e.g., not attributable to permanent 
establishment; lower source rate)?
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