Frequently Asked Questions (FAQs) by Nonresident and Resident Aliens

1. Do I have to pay taxes on my fellowship or pay from a US source?
US tax law considers any additional income a person receives from US sources to be taxable.  If you are considered a non-US person for tax purposes, we must withhold the maximum tax required on your income.
2. Will I get tax treaty benefits?

In order to get tax treaty benefits, you must:

a. Be a tax resident of a tax treaty country. 
b. Have a US based tax identifying number or application such as a social security number or individual tax identification number
c. Submit the appropriate completed IRS Form(s) to FMS Tax to claim the benefit.  
3. Is my tax residence country the same as my citizenship country?

For tax treaty benefit purposes, an individual's foreign tax residence determines whether or not a tax treaty is available. Citizenship does not determine tax treaty benefits. However, U.S. citizenship will cause a dual citizen not to qualify for treaty benefits even if he or she is a resident of a tax treaty country. 

An individual's country or tax residence is generally determined by the address of the individual's permanent home or the permanent home of the individual's parents where the individual pays taxes as a resident. Taxation as a resident, although it varies by country, means that the individual's worldwide income is subject to tax or is used in the tax formula for determining the marginal rate of tax. Most countries have tax residency rules based on either domicile or physical residence or both that will cause an individual who has a permanent home in a country to become tax resident there. For a list of tax treaty countries, see http://www.irs.gov/businesses/international/article/0,,id=96739

HYPERLINK "http://www.irs.gov/businesses/international/article/0,,id=96739,00.html" \t "_parent",00.html
4. Why do I not get benefits when all my friends, in the exact same situation, do?

Each person’s situation is unique even if most variables are similar.  We can discuss your personal situation.  
5. What is a nonresident alien (NRA) vs. a resident alien (RA)? 

For tax purposes, a NRA is a Nonresident Alien and a RA is a Resident Alien.  U.S. tax law is different with respect to tax reporting and withholding depending on if your tax status.  A RA is considered a US person for tax purposes.  See #7 for the formula to determine tax status.

6. What is the difference between an IRS Form W-9 and an IRS Form W-8Ben?

A person who completes and signs the W-9 is saying he should be treated like a U.S. person for tax purposes in that year.  A RA (see #7) in the current year signs a W-9.  A person who completes and signs the W-8Ben is saying she should be treated like a foreign person for tax purposes in that year.  A NRA in the current year signs a W-8Ben.
7. Am I a NRA or RA this year?

A W-9 certifies you should be treated like a U.S. person for tax purposes in the current year.  You can be a resident alien for “tax purposes” and not be a resident of the U.S. for “immigration purposes”.  Use the Green Card Test and Substantial presence test to determine whether you are considered a resident alien or nonresident alien.  

Green Card Test 
Are you an "immigrant" (Lawful Permanent Resident) of the United States under the immigration laws of the United States?  Aliens who are Immigrants are Resident Aliens of the United States for tax purposes, under the condition that they spend at least one day in the United States.

If you answered yes to the above question, you do not need to proceed to the questions below.

Substantial Presence Test
You must pass both the 31-day and 183-day tests.


• 
31 day test: Were you present in United States 31 days during current year?


• 
183 day test:

A. Current year physical days in United States x 1 =_____days

B. First preceding year physical days in United States x 1/3 =_____days

C. Second preceding year physical days in United States x 1/6 =_____days

D. Total Days in United States =_____days (add lines A, B, and C)

If line D equals or exceeds 183 days, you have passed the183-day test.

If you are an F-1 or J-1 student, your physical days during your first five calendar years while here as a student are exempt.  You get this benefit once.  You don’t get an additional 5 years if you re-enter the U.S. as a student again.  If you are a J-1 nonstudent, two of every last six years are exempted from counting days.  If, during that time, you were a student and had exempted years, those will count towards your two years.

Source: http://www.irs.gov/businesses/small/international/article/0,,id=129390,00.html 

8. By signing tax treaty forms now, do I still have to file a tax return at the end of the year?

Yes.  By signing tax treaty forms today, you permit us to reduce the rate of tax withholding during the year.  If you do not claim the tax exemption on your tax filing to the IRS, the IRS will assume you still owe the taxes for that income.
If we cannot extend a tax treaty benefit to you during the year, you may attempt to claim it on your tax filing at the end of the year.
9. What is the FICA exemption?

It is shown on your paycheck as MED/EE and OASDI/EE.  It is a retirement fund vehicle and is assessed as a percentage of your salary/wages.  Certain groups may qualify for an exemption from the Social Security Tax.  

· NRA FICA exemption (IRC Section 3121(b)(19))

· Performed by a nonresident alien individual for tax purposes in the current year
· Under subparagraph (F), (J), (M), or (Q) immigration type

· Performed to carry out the purpose specified in subparagraph (F), (J), (M), or (Q) (i.e. F-1 student is studying full-time and not working full-time)

10. I’m a NRA, just tell what I have to do and when I have to do it?
During the year in which you have reported your status to us and we’ve updated your information, you will:

· Have taxes withheld on your income, unless a tax treaty benefit may be claimed
At the end of the year, during the tax filing period, you could receive:

· IRS Form W-2 (this form must be postmarked by 1/31) if you worked as an employee, except for the portion of income under a tax treaty benefit.
· IRS Form 1042-S ((this form must be postmarked by 3/15) for:

· All other income or
· If we extended a tax treaty benefits to you on any type of income

· IRS Form 1098-T for tuition.  This is for your information only and not needed to complete your tax filing.
You will use these reporting forms to complete your tax filing for the current year.  Even if tax treaty benefits were extended, you still must file.  If we did not grant you a tax treaty benefit which you think you were eligible for, you would make the claim for benefits as part of your filing.  For non-US persons, the tax forms are:

· Federal IRS Form 1040NR or 1040NR-EZ

· State Indiana State Form IT-40PNR or IT-40PNR-EZ

If you did not receive any income from IU during the year, you will still need to complete an IRS Form 8843 to report your presence in the US in the current year.
*We are not permitted to assist with personal tax filings.  Therefore, if you need assistance, we’d suggest finding a local tax preparer in the phone book.*

11. I’m a RA, just tell what I have to do and when I have to do it?
During the year in which you have reported your status to us and we’ve updated your information, you will:

· Not have taxes withheld on any income except wages/salary
· Have taxes withheld on your wages/salary like any US person at graduated rates
At the end of the year, during the tax filing period, you could receive:

· IRS Form W-2 (this form must be postmarked by 1/31) if you worked as an employee 
· IRS Form 1099 (this form must be postmarked by 1/31) if you received any income except salary/wage or scholarship/fellowship income.
· IRS Form 1098-T for tuition.  US person for tax purposes could possibly receive a tax credit related to school costs.
· If you were not officially enrolled at IU, you may NOT receive any tax form reporting for scholarship/fellowship income received.  Often, this is self-reported by the student.
You will use these reporting forms to complete your tax filing for the current year.  For US persons, the tax forms are:

· Federal IRS Form 1040 or 1040EZ

· State Indiana State Form IT-40 or IT-40EZ
*We are not permitted to assist with personal tax filings.  Therefore, if you need assistance, we’d suggest finding a local tax preparer in the phone book.*
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