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Introduction Introduction 

Have one set of rules for hiring and paying U.S. 
citizens and Resident Aliens (RAs)
Have another set of rules for Foreign Nationals 
(aka Non-Resident Aliens or NRAs)
Members of all three groups (US, RA, NRA) 
must file a US tax return by Apr. 15th each year.

The U.S. Department of Homeland Security 
(DHS) and the Internal Revenue Service (IRS) :
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AgendaAgenda
Scope of this Presentation
Common Misconceptions and Alerts 
Getting Started, what you need to know
Who’s an NRA, Substantial Presence Test
What is your reportable income
Any tax treaty benefit?
Forms you may receive
Filling out tax forms
Resources
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SCOPE of this PresentationSCOPE of this Presentation

General Federal (U.S.) Personal Income 
Tax Return Information
Nonresident Alien (“NRA”) emphasis 
(NOT Tax resident)
Only compensation and (taxable) 
scholarship income
Year 2005 Form 1040NR-EZ
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Outside Scope Outside Scope 
(NOT COVERING(NOT COVERING……))

Details of any specific tax treaty and whether you 
qualify
– Including when treaty may apply to a tax resident

Any FICA tax matter (social security & 
medicare)
Other types of income such as Stocks/Dividends 
gain/losses, etc
Information relevant to having tax dependents
State (California) income tax
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Common MisconceptionsCommon Misconceptions

Foreigners don’t pay U.S. tax
Don’t have to file taxes
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ALERTS and Personal ALERTS and Personal 
ObligationsObligations

Filing/Completion of tax return
Seeking your own tax advice
Everyone’s situation could be different
– Even if from same country

Filing taxes now could have an impact later
– DHS matters

Norma cannot assist you in reviewing or 
completing your tax return.
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Getting StartedGetting Started
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You should definitely file an You should definitely file an 
income tax return ifincome tax return if……

You had U.S. source income and

Tax treaty applies or
Tax was withheld from payment or
You suspect you may owe tax

Form 8843 is not an income tax return but is a 
form that should be filed so that IRS knows of 
your status as “exempt” for purposes of 
Substantial Presence Test REGARDLESS of 
whether you had income.
– First 5 years as F-1
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What are the steps for filing a What are the steps for filing a 
tax return?tax return?

STEP 1: What are you, NRA or RA?
STEP 2: What is your reportable 
income/scholarship amount?
STEP 3: Is there a tax treaty with your 
country that you can take advantage of 
(with your type of income)?
– Sometimes tax treaties give a tax break only 

on certain types of income (e.g., non-qualified 
scholarships are exempt but not wages)
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Step 1: Step 1: 
What are you, NRA or RA?What are you, NRA or RA?
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Who is a NRA?Who is a NRA?
A foreign national (non-US citizen), NOT
a “green card holder”, who has not passed 
the Substantial Presence Test (SPT) 

“Less than 183 days” (will cover later)

Files 1040NR-EZ or 1040NR
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Who is a RA?Who is a RA?
A foreign national (non-US citizen) who has passed
the Substantial Presence Test (SPT) 

“Greater than or equal to 183 days” (will cover later)
“Green card” holder is also a RA

In general, Treated the same as U.S. citizen for tax 
purposes
– Should file a Form 1040 (or 1040-EZ)
– May be entitled to other U.S. citizenship deductions such 

as standard deduction, and Education Credits
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Substantial Presence Substantial Presence 
TestTest……

Based on how many days [you] were 
physically present in the U.S. this year, and 
prior 2 years
Fraction of # of days of year 1, bigger 
fraction of year 2, 100% of days in the U.S. 
this year, add them all up…
183 is magic number
But of course there’s exceptions and some 
quirks as well!
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Determining U.S. tax Residency Determining U.S. tax Residency 
Status for current yearStatus for current year

Substantial Presence Test (“S.P.T.”) – two part test
– at least 31 days in current year, and
– 183 “weighted” days in 3 years

Number of Days Total

Current Year _________ _________
1st Preceding Year _________ Divide by 3 _________
2nd Preceding Year _________ Divide by 6     _________
TOTAL _________ 

<183 = NRA                 => 183 = Resident Alien

Is the individual an NRA for US tax purposes?
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Example of Substantial Presence Example of Substantial Presence 
TestTest——Residency this year (2006)Residency this year (2006)

Substantial Presence Test – two part test
• at least 31 days in current year, and
• 183 “weighted” days in 3 years

Number of Days Total

Current Year 2006 45       45     
1st Preceding Year 210      Divide by 3 70     .
2nd Preceding Year 360      Divide by 6     60     .
TOTAL 175     .

This person is a   Nonresident Alien

Tax Analyst 
uses Windstar
and the Foreign

National 
Information Form 
for this analysis 
and Tax Treaty
analysis as well..
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ExceptionsExceptions……
““Exempt individualsExempt individuals””

F-1 or J-1 students are Exempt from 
counting days (for SPT) for first 5 years* 
under F-1/J-1 student visa
So within these first 5 years*, F-1/J-1 
students are automatically NRAs.
– *For J-1 NON-Students the rule is 2 yrs instead 

of 5, generally
Exempt from counting days, not Exempt 
from tax
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Substantial Presence Test ExampleSubstantial Presence Test Example
(2005 Calendar Year(2005 Calendar Year——YearYear of Tax Return)of Tax Return)

Substantial Presence Test – two part test
• at least 31 days in current year, and
• 183 “weighted” days in 3 years

Number of  “Countable” Days                   Total

2005 Tax Year 300   300    
1st Preceding Year 0     Divide by 3 0    .
2nd Preceding Year 0      Divide by 6     0    .
TOTAL 300    .

This person is a   Resident Alien for Tax Year 2005

20002000-- Yr 1 Yr 1 
20012001-- Yr 2 Yr 2 
20022002-- Yr 3Yr 3

20032003-- Yr 4Yr 4
20042004-- Yr 5Yr 5

••FF--1, who first entered the U.S. on Dec 30, 2000:1, who first entered the U.S. on Dec 30, 2000:
Was here every semester since arriving, Was here every semester since arriving, 
left for 2 months in summer each year.left for 2 months in summer each year.
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Step 2: Step 2: 
What is your reportable What is your reportable 

income/scholarship amount?income/scholarship amount?
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Understand tax terminology and words such as
Gross income
Taxable income
Reportable income
Exempt income (or “non-taxable” or “excluded” or “tax free”)
US source income

Understand the type of income you earned and what is the IRS 
income code it would fall under
– Referring to back of IRS Form 1042-S
– Also listed in Publication 901

For scholarship recipients, understand what is a non-qualified 
scholarship (therefore reportable)

Step 2: What is your reportable income/scholarship Step 2: What is your reportable income/scholarship 
amount? amount? 

WHAT IS MY INCOME?WHAT IS MY INCOME?
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Gross income: 
– Biggest bucket which can include both taxable and nontaxable 

income
– Commonly used loosely, can be reportable or non-reportable, 

depending on context
Reportable income: IRS gets this information
Exempt income: reportable income, not subject to tax
– Sometimes also referred to as “excluded” income or ‘tax exempt’

or “non-taxable” or “tax free”
Taxable income: income subject to tax
“Income” for this presentation, usually is reportable 
income

Glossary of Tax TerminologyGlossary of Tax Terminology
Step 2: What is your reportable income/scholarship Step 2: What is your reportable income/scholarship 
amount? amount? 
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Reportable IncomeReportable Income
Required to be reported to the IRS (either by you or who 
pays you) but sometimes not necessarily taxable. For 
example gross income amount (Box 2) on 1042-S (or 
Box 1 of W-2) is also reportable but not necessarily 
taxable.
“US source” income is reportable (i.e., services were 
rendered by you in US soil paid by American payor).
Income earned by NRA for services performed 
outside the US is NOT reportable,  
“effectively connected”
Some scholarships (those that are “qualified”) are not 
reportable

Glossary of Tax TerminologyGlossary of Tax Terminology……

Step 2: What is your reportable income/scholarship Step 2: What is your reportable income/scholarship 
amount? amount? 
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Type of income  and IRS CodeType of income  and IRS Code
IRS codes are found on the back of Form 1042-S (or on 
front Box 1 if you received a 1042-S) or in Publication 
901, but here are most common…

Types of Income most common to NRA students
Wages—from job (on or off-campus)
– Compensation for dependent personal service (Code 17)
– Compensation for teaching (Code 18)
– Compensation for studying and training (Code 19)

Other
– Scholarship or fellowship grants (Code 15)

Step 2: What is your reportable income/scholarship Step 2: What is your reportable income/scholarship 
amount? amount? 
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ScholarshipsScholarships--taxable and nontaxabletaxable and nontaxable
For IRS purposes, a tuition/fee “waiver” is a scholarship when no 
services are required.
“Qualified” scholarship is NONtaxable
Qualified Scholarships are non-reportable.
Qualified scholarship is one where
– Amount used for tuition and other course-related required expenses

Fees, books, supplies, and equipment (mandatory, not optional)
– Recipient is degree candidate

Anything not considered “qualified” is TAXABLE
– EXAMPLE: Room and Board

If you received an SDSU 1042-S for scholarship, this was a non-
qualified (Taxable) portion ONLY
Without a tax treaty benefit, non-qualified scholarships are reported 
on Line 5 of Form 1040NR-EZ

Step 2: What is your reportable income/scholarship Step 2: What is your reportable income/scholarship 
amount? amount? 
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ScholarshipsScholarships--taxable and nontaxabletaxable and nontaxable
““NumbersNumbers”” ExampleExample

SPRING 2005
10283 Athletic award

250 Other scholarship
0 Tuition Waiver

10533 Total Scholarship(s)

1468 Reg.Fees
4068 Tuition (12 units @$339/unit)

0 Books/Supplies (books loaned)  
5536 Total “QUALIFIED” scholarship (non taxable, “excluded,” “Tax-exempt”)

4997 Non-qualified/Taxable

Step 2: What is your reportable income/scholarship Step 2: What is your reportable income/scholarship 
amount? amount? 
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Reportable: Add these all up
– Box 1 of Form(s) W-2
– Box 2 of Form(s) 1042-S

Exempt Income: Income not subject to tax because of a 
treaty.
– Do you know what it is?

Taxable Income: Subtract exempt income from reportable 
income and you have your taxable income (before standard 
deduction and personal exemption)…
– This usually goes on line 3, wages, salaries, tips of 1040NR-EZ 

(except for scholarships)

Did you get Form(s) WDid you get Form(s) W--2 or 10422 or 1042--S?S?

Step 2: What is your reportable income/scholarship Step 2: What is your reportable income/scholarship 
amount? amount? 
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Did you get Form(s) WDid you get Form(s) W--2 or 10422 or 1042--S?S?

Step 2: What is your reportable income/scholarship Step 2: What is your reportable income/scholarship 
amount? amount? 
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Wages +Non-qualified Scholarships
-(Minus) Exempt income because of tax treaty
-(Minus) Standard deduction (INDIA only)(~5000)
-(Minus) Personal Exemption (3200)
=(Equals) Taxable Income

Compute Tax from Tax Tables
-(Minus) Federal Tax Withheld
=(Equals) Overpayment/Refund OR Tax Due

Big PictureBig Picture——Taxable IncomeTaxable Income

Step 2: What is your reportable income/scholarship Step 2: What is your reportable income/scholarship 
amount? amount? 
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Step 3: Step 3: 
Is there a tax treaty with your Is there a tax treaty with your 

country that you can take country that you can take 
advantage of?advantage of?
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Get familiar with the terms and provisions which affect 
your country
Look at tables at the back for detailed info such as the 
Treaty Article Citation
– You will need Article # for Page 2 Item J of 1040NR-EZ

If you worked for an academic dept, or Foundation, 
someone may have met with you and told you if you 
were eligible for a tax treaty and what amount
– Likely filled out a Form 8233 or W-8BEN
– Your paycheck not subject to federal tax usually up to an amount

Publication 901, U.S. Tax TreatiesPublication 901, U.S. Tax Treaties

Step 3: Is there a tax treaty with your country that you can Step 3: Is there a tax treaty with your country that you can 
take advantage of? take advantage of? 
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Resident of country of treaty not necessarily just 
citizen of that country
The application of treaty benefit is usually 
determined by where the person resided 
immediately before entering the U.S.

Tax Treaty CountryTax Treaty Country

Step 3: Is there a tax treaty with your country that you can Step 3: Is there a tax treaty with your country that you can 
take advantage of? take advantage of? 
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Wages and Scholarships
– Page 1 Line 6 
– Page 2 Item J

Treaty exempt income on Treaty exempt income on 
2005 Form 1040NR2005 Form 1040NR--EZ EZ 

Step 3: Is there a tax treaty with your country that you can Step 3: Is there a tax treaty with your country that you can 
take advantage of? take advantage of? 
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Other Tax Forms Other Tax Forms 
YOU may receiveYOU may receive
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Form 1099-INT (interest, not taxable to an NRA)
Form 1098-T (tuition paid, generally used by 
those claiming an education credit, therefore 
generally only relevant to RAs)—NRAs can for 
the most part, disregard
Form 1099-MISC—for NRAs this should have 
been a 1042-S for independent services, 
considered business income (may have to file the 
“long form” 1040NR)
Other 1099s, state refund?

Besides the Form WBesides the Form W--2, and/or 10422, and/or 1042--S, S, 
you may also receive: you may also receive: 

Other Tax Forms you may receive Other Tax Forms you may receive 
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FILLING OUT TAX FORM(S)FILLING OUT TAX FORM(S)
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Tax Forms for you to FileTax Forms for you to File
Form 1040NR-EZ
Form 8843
– Helps IRS keep track of your Substantial Presence 

Test
– First five years present in U.S. as F-1/J-1 student

Form W-7,Request for ITIN (Individual 
Taxpayer Identification Number)
– If you don’t have either a SSN or an ITIN already
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Form 1040NRForm 1040NR--EZ   Line 3EZ   Line 3
Line 3 Wages, salaries, tips etc.
– Taxable (non-treaty exempt) wages
– Example 1-Treaty (more than treaty):

You earned $5600 total but your treaty allows for $5000 tax 
free.  Line 3 should show $600.

– Example 2- Treaty (less than treaty):
You earned $4800 total and your treaty allows for $5000 tax 
free.  Line 3 should show $0.

– Example 3-No Treaty:
You earned $700 and there’s no treaty for you. All amount, 
$700, goes on line 3



38
March 23, 2006

Form 1040NRForm 1040NR--EZ   Line 5EZ   Line 5
Line 5 Scholarship and fellowship grants.
– This line is only for NON-TREATY non-qualified 

(taxable) portion of your scholarship 
– Example:

Room and Board portion of your scholarship if there is no 
tax treaty for you goes on this line.

Line for qualified scholarships, Line 9
– Not applicable to SDSU-issued 1042-S for scholarships
– SDSU does not report qualified scholarships, only non-

qualified (taxable)
Need an attachment see next page
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1040NR1040NR--EZ EZ 
Line 5 Line 5 

(Scholarship)(Scholarship)

AttachmentAttachment

When issued When issued 
10421042--S by S by 
SDSU for SDSU for 
scholarship scholarship 
income.income.

Scholarship

Fill out as applicable to you
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1040NR1040NR--EZ EZ 
Line 5 Line 5 
(Scholarship)(Scholarship)

University of University of 
Texas website Texas website 
ExampleExample

Attachment for Attachment for 
taxable taxable 
scholarship scholarship 
income from income from 
other than other than 
SDSU.SDSU.

Or other

University of Texas website Scholarship Attachment Example
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1040NR1040NR--EZ EZ 
Line 5 Line 5 
(Scholarship)(Scholarship)

University of University of 
Texas website Texas website 
ExampleExample

Attachment for Attachment for 
taxable taxable 
scholarship scholarship 
income from income from 
other than other than 
SDSU.SDSU.

NON-SDSU taxable scholarship, 
possibly applicable example. DO NOT 
USE UNLESS you got a taxable 
scholarship (& perhaps a Form 1042-S)
from another payor and the scholarship 
amt exceeds in total what you paid for 
tuition, fees, books, mandatory 
supplies/equipment.

Note blue:
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Form 1040NRForm 1040NR--EZ   Line 6EZ   Line 6
Line 6 Total wages and scholarships exempt by a 
treaty from page 2, Item J.
– Should show your total income that is exempt from 

tax by a tax treaty
Lesser of

– Your income or
– Tax Treaty max amount
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Form 1040NRForm 1040NR--EZ  Line 11EZ  Line 11
Line 11, Itemized deductions (aka standard 
deduction).
– Can disregard --Except for residents of India…
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Form 1040NRForm 1040NR--EZ  Line 13EZ  Line 13
Line 13, Exemption Deduction
– See Exemption Deduction Worksheet in Instructions
– In general if you don’t earn more than $100,000 you 

should enter $3200 on line 13
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Form 1040NRForm 1040NR--EZEZ
Line 14 Taxable Income
Line 15 Tax from Tax Tables on pages 12-20 in 
Instructions
Line 18 Federal Income tax Withheld (From 
Form W-2 and1042-S)
Line 21 Total payments
Lines 22 or 26 (Overpayment or Amount you 
owe)
Page 2, Other Information, especially Item J for 
treaty info
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1040NR1040NR--EZ EZ 
ExampleExample
PAGE 1 of 3

This example shows a 
single student who had 
earned income of 
$12,000, of which $5,000 
is exempt by treaty. In 
addition, he had a 
$10,000 scholarship 
which was all taxable 
because his treaty did not 
cover scholarship 
income.
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1040NR1040NR--EZ EZ 
ExampleExample
PAGE 2 of 3

This example shows a 
single student who had 
earned income of 
$12,000, of which $5,000 
is exempt by treaty. In 
addition, he had a 
$10,000 scholarship 
which was all taxable 
because his treaty did not 
cover scholarship 
income.

No scholarship treaty article for 
this example, but China may 
have scholarship treaty
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1040NR1040NR--EZ EZ 
ExampleExample
PAGE 3 of 3

Your name Date filled out

Your SSN or ITIN
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8843 8843 
ExampleExample
PAGE 1 of 2

F-1 of J-1 Student

San Diego State University
5500 Campanile Drive
San Diego, CA 92182

(619)594-1982

Grad students:
Graduate advisor and 
Dept. info

Undergrad students:
Dept. Chair for your 
major info
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8843 8843 
ExampleExample
PAGE 2 of 2

F-1 of J-1 Student
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Form 1040NRForm 1040NR--EZEZ--AttachmentsAttachments
You should attach some forms to your 1040NR-
EZ
– Form 8843

And, if applicable to you, any of the following:
– Form W-2
– Form 1042-S
– Form W-7 (if you don’t have a SSN/ITIN)
– Any 1099s (not for interest though)
– Taxable Scholarship attachment
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Where to FileWhere to File
But first be sure to Sign and Date the 

Forms and keep copy for your files.

Mail to:

Internal Revenue Service Center
Philadelphia, PA 19255
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DeadlinesDeadlines
April 15th

Extension available
– Form 4868 (Automatic 3 months)

Form 2688 (until Oct 15—max is 6 months from 4/15)
– NOT TO PAY TAX THOUGH
– ONLY TO FILE A TAX RETURN

Statute of Limitations
– 3 years to get audited/refunded
– Can be forever if you never file
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Good Habits/RecommendationsGood Habits/Recommendations
Keep copy for your files of anything sent to IRS
Keep notes when you call IRS and talk to someone
– Their IRS ID#
– Date
– Question, Discussion,and Conclusion

Send via certified mail or “track”/delivery 
confirmation so you can have acknowledgment of 
receipt by IRS
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ResourcesResources
University of Texas website on international taxes

www.utexas.edu/international/taxes
IRS Website www.irs.gov
IRS Publications
–Publication 901, U.S. Tax Treaties
–Publication 519, U.S. Tax Guide for Aliens
–2004 Publication 678 FS, Foreign Student and Scholar Text, VITA Guide 

IRS Forms and Instructions
–1040NR-EZ (U.S. Nonresident Alien Income Tax Return) 

http://www.irs.gov/pub/irs-pdf/f1040nre.pdf
–1040NR-EZ Instructions http://www.irs.gov/pub/irs-pdf/i1040nre.pdf 

IRS Philadelphia Office
–Phone #: (215)516-2000

Tax Professionals (some websites available but this is not an 
endorsement)

www.taxback.com
www.istaxes.com

California Franchise Tax Board
www.ftb.ca.gov

http://www.utexas.edu/international/taxes
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Questions?Questions?
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Norma Castillo Casas

Business and Financial Affairs
Administration Building, Room AD-320
(619)594-4667
ncasas@mail.sdsu.edu

PLEASE NOTE:

Norma is not a personal tax advisor and 
cannot assist with completion or review of 
your tax return. We hope you found 
information in this presentation helpful. 
See list of Resources for further filing 
information or help.
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