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Before we begin...

e “Filing taxes” means submitting tax forms (or a tax
“return”) to the appropriate government agencies

e YOU may be responsible for “filing taxes™ every year
e We are going to discuss “this year” as 2025

That is the period for which your taxes are being filed currently
Each calendar year is generally a separate period

e UCSD offers Glacier Tax software to assist you in
preparing your tax returns
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Before we begin

e SDSU’s VITA program is OPEN but appointments are limited —
we only have 17 April remaining with available dates; however,
we hope to add a few more appointment slots to each day
throughout the semester

e There are other services available

Beware of what you find via Google

IS reliable
Starts at $54.95 for Federal and $49.95 for state

You CANNOT prepare nonresident tax returns in TurboTax
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US Tax System

e Considered a “pay as you go” system
e Income taxes are “withheld” from your pay as it is earned

e The tax return filing process is a “true-up” at year end

Your ACTUAL liability is calculated and compared to the amount
withheld

If Actual > Withheld = Pay taxes with return

If Actual < Withheld = Refund to taxpayer

The system is “set up” to provide for refunds BUT it does not always work
that way — specifically for non-residents
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US Tax System

e Comparing refunds can be folly

Refund amount depends on

Income
Withholding
Deductions

All of which can vary from person to person
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US Tax System

e Employment taxes (or “social” taxes)
Social security and Medicare

Foreign students/scholars are NOT generally subject to these
However, work outside of treaty-permitted work will be subject to
employment tax

Income tax treaty benefits do not typically extend to employment

taxes

Those come through a “totalization” agreement which are considerably
more rare
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U.S. Federal Income Taxation

e The U.S applies both a source based and a resident-based
approach to income taxation

Source based — income earned in the U.S. is largely taxed by the
U.S.

Resident based — income of U.S. TAX residents, regardless of
source is taxed by the U.S.

Thus, a NON-resident can still be taxed in the U.S. on U.S.
sourced income
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Resident Aliens

e The issue of status as a resident alien or a nonresident alien
IS key in determining an individual's U.S. income tax liability.

e A resident alien individual generally is subject to U.S.
income tax on the individual's worldwide income (without
regard to its source) in much the same manner as a U.S.
citizen, with only a few limited exceptions.
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Non-Resident Aliens

e By contrast, a nonresident alien individual is subject to U.S.

income tax only on the following types of income:

U.S.-source, non-U.S. business fixed or determinable annual or periodic
income (things like dividends, rent, royalties)

Taxable income effectively connected with a trade or business conducted
by the nonresident alien within the United States

= Working as an employee is Effectively Connectedl!
Net gain from the sale or exchange of U.S. real property

Net U.S.-source capital gains for the taxable year
- E.g., Robinhood
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Why this is important?

U.S. Tax System (Form 1040) Nonresident Alien Tax System

(Form 1040-NR)

10
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Who is a resident?
e Any U.S. citizen —

The Code does not define the term “citizen of the United States.”
However, the regulations provide that “every person born or naturalized in
the United States and subject to its jurisdiction is a citizen.”

e Green card holder — any lawful permanent resident of the
U.S. under immigration law

Resident status begins in the first year in which the alien is a lawful
resident and physically present in the U.S. for at least 1 day.

Resident status continues until green card is abandoned.
e Anyone meeting the substantial presence test

11
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Testing for residency status

e The US government has a test based on the number of
days present in the US to determine if you are a TAX
resident

e However — students and researchers MAY be EXEMPT
from having to count days and will be declared
non-resident aliens

12
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Definitions

e Student — someone enrolled in classes as part of a degree
seeking program

e Scholar, researcher, teacher:

Professor, research scholar, or person with similar education and
background who comes to the U.S. for a short-term visit to lecture,
observe, consult, train, and/or demonstrate special skills.

Primarily teaches, lectures, observes, consults, and might conduct
research if permitted by the program sponsor.

Primarily conducts research, observes, consults, and may also teach
or lecture if permitted by the program sponsor.

Expert in a field of specialized knowledge who comes to the U.S. for
observing, consulting, and demonstrating special skills.
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1. Determine your federal tax residency status

How do | know if | am an NRA?

Substantial Presence Test (“SPT”)

e Based on how many days you were physically present in the U.S.

e Two parts

at least 31 days in current year, and

183 days during the 3-year period based on the formula

# of Days
Tax Year (2025) XX x 1 =
Year 1 (2024) YY x1/3 =
Year 2 (2023) ZZ x1/6 =
= TOTA

e Exception — “Exempt Individuals”

—

Total < 183 days - NRA
Total =2 183 days - RA

17-14



Exceptions to days present

e Does not include regular commuters from Mexico (and
Canada, but not many of those in San Diego)

e Does not include
Days in transit

Days that medical condition prevented departure and
Certain teachers, trainees and students

15
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Testing for residency status -
students

e Am | exempt?

e Q1: Are you temporarily in the US as a student on an F, J,
M or Q visa?

e Q2: Have you been in the US for no more than 5 calendar
years (any 1 day during the year counts as a year)?
e |f Yes to both then you are exempt!!!

Reminder: 2026 does not count (until next year) — we are
analyzing your 2025 tax status.

16
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Testing for residency status -
scholars

e Am | exempt?

e Q1: Are you temporarily in the US as a teacher or
trainee on a J visa (and not also a full-time student)?

e Q2: Have you been in the US for any part of 2 of the
preceding 6 calendar years (2019-2024)7

This can really be rephrased to, is 2025 your 3 year in the US
over the last 7 years (2019-2025).

e |f Yes to both then you are exempt!!!

17
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From [RS
Publication

4011

( X X J
Substantial Presence Test? - Decision Tree ®*® oo
9O
If you are temporarily present in the United States on an F, J, M, or Q visa, use this chart to determine if ®®e
you are an exempt individual for the Substantial Presence Test (SPT). ®e
Student Teacher on J or Q Visa ®
F,Jor M Visa Trainee on J Visa
| Are you a full-time student? Are you a student? |
No Yes | ¢ | Yes No l
¥
Are you in substantial Are you in substantial
compliance with your visa? compliance with your visa?
_ INo Yes l Yes No L
Were you exempt as a teacher, Were you exempt as a teacher,
trainee, or student for any part of You are trainee, or student for any part of 2
more than 5 calendar years? ind'rawr':dzﬁrf‘;pr‘ o of the preceding 6 calendar years?
Jves No .| Substansal Je— Mo Yes |
- Presence Test
Do you choose to claim a Closer and will file Woge you exempt as a teacher,
Connection (Out of Scope) exception Form 1040-NR uwee,orsmdemfor_anypanoﬁ(or
to the Substantal Presence Test? fewer) of the 6 preceding years, AND
No v Y Did a foreign employer pay all your
e I . l compensation during the tax year in
- : uestion, AND Were in
o e cion 15 e e
A, M o s o any of the preceding 6 years, AND
permanently in the US Did a foreign employer pay all your
B. You must have complied with your Visa. m@“‘;‘"""’"ﬁ‘““ )
C. You must not have taken steps to preceding © years you were present in
become a Resident Alien. the U.S. as a teacher
D. You must have a closer connection or trainee?
to a foreign country.
| No Yes L— | L IYes No
o * You must apply the Substantial Presence Test pa—
using the Resident or Nonresident Alien Decision Tree -

Do not count the foliowing as days of presence in the United States for the substantial
presence test: Days you are an exempt individual.
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1. Determine your federal tax residency status

Exception: “Exempt individuals”

m “Exempt” from counting days for SPT, not “exempt”
from taxes!

m F/J students
Exempt from counting days for first 5 calendar
years under F/J student status

m J non-students (e.g. scholars)
Exempt from counting days for 2 out of preceding
6 years under F/J student OR non-student status
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Example 1 — “Exempt Individual”

e Immigration Status: F-1 or J-1 (student)

e Arrival Date:

Exempt Years

2021 -Yr 1
2022 - Yr 2
2023 -Yr 3
2024 - Yr 4
2025 -Yr 5

12/30/2021 (first visit to the U.S.)

e This student was physically present in the U.S. every semester since
arriving but left the U.S. for 2 months during each summer.

I

>

# of Days

2025 (TaxYear) 0 x 1 =0

2024
2023

0 x1/3=0
0 x1/6=0
TOTAL =0

Total < 183 days - NRA

17-20



*

Example 2 — “Exempt Individual”

m Immigration Status: F-1 or J-1 (student)
m Arrival Date: 8/1/2024
m this student was also an undergrad student in the U.S. under F-1 from
May 2015 — August 2018
m This student was physically present in the U.S. since arriving but left the
U.S. for 60 days during summer of 2025.

Exempt Years
2015 - Yr 1 # of Days
2025 (Tax Year) 305x 1 =305

2016 - Yr 2 ::> _
R BMES 1 2024 0 x1/3 =0

2018 - Yr 4 o : T(;(TXE ==%05
2024 - Yr 5 =

At least 31 days in current year & Jotal 2 183 days > RA
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Example 3 — “Exempt Individual”

m Immigration Status: J-1 (scholar)
m Arrival Date: 8/29/2023

# of Days
Exempt Years 2025 (Tax Year) 365x 1 =365
2023 - Yr 1 Il > 2024 0 x1/3 =0
2024 - Yr 2 2023 0 x1/6 =0
TOTAL =365

At least 31 days in current year & Jotal 2 183 days > RA
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Example 4 — “Exempt Individual”

m Immigration Status: J-1 (scholar)
m Arrival Date; 8/15/2021 — 6/28/2024 as a student
m Returned to US on 8/15/2025 as J-1 scholar

6-year lookback
Exempt Years

2024 # of Days

2023 2025 (Tax Year) 138x 1 =138
2022 100 > 2024 180 x 1/3 =60
gggg 2023 365x 1/6 =61
oo TOTAL =259

At least 31 days in current year & Jotal 2 183 days > RA
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) ¢
Example 5 — “Exempt Individual”
m Immigration Status: J-1 (scholar)

m Arrival Date; 8/15/2019 — 5/31/2020 as a scholar
m Returned to US on 8/15/2025 as a scholar

6-year lookback
Exempt Years

2024 # of Days

2023 2024 (Tax Year) 138x 1 =138
2022 00 > 2023 0 x1/3 =0
383(1) 2022 0 x1/6 =0
oo TOTAL =138

At least 31 days in current year & Jotal < 183 days - NRA
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Exempt individuals

e Benefit to exemption — exclude days present in substantial
presence test (SPT)
Much less likely to trigger tax resident (RA) status

e Must complete Form 8843

e Still liable for income taxes — exemption from the SPT IS
NOT EXEMPTION FROM US TAXES

25
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Form 8843

e You must file if you were an “exempt individual” for SPT purposes even
if you had NO income

F/J students - First 5 yrs as F/ J students

J non-students - 2 out of preceding 6 yrs as F/J students OR J non-
students

e Family members also must file this form if they were present in the U.S.
under an F or J status in 2025, regardless of whether any U.S. income
was received.

e Informational return to let the IRS know that you were an “exempt
individual”
e Included in your income tax return if required to file

26
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Form 8843
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| am an NRA with taxable income. What do | need to file?

Form 1040NR

e You do NOT need to file Federal if you have no taxable
Income

AND

e You have no other reasons to file, such as

you had wages or scholarship income exempt by a tax treaty,
or

you had a taxable scholarship, or
Income tax was withheld (i.e. eligible for refund)

28
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. (X X
Overview of US Taxable Income for 33
®
NRAs
Wages received in 2025
- Amount exempted by tax treaty, if any
+ Other taxable income in US Dividends, taxable scholarships, US gains

- Certain deductions Student loan interest
= Adjusted gross income
- ltemized/standard deductions  State income tax or standard deduction for India
= Taxable income
x Tax Rate
= Tax before credits and payments
- Tax credits Very, very rare
- Tax payments Withholding on W-2 and 1042-S
= Tax due or refund
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Treaties

e Different treatment for students and teachers/researcher§
and different types of income

Most permit a certain amount of income to be treated as “exempt”
from income tax

Each treaty is different
You need to understand the treaty that applies to you!

Treaties are available online

= https://www.irs.gov/Businesses/International-Businesses/United-States-Income-
Tax-Treaties---A-to-Z

= Focus on Articles (typically numbered 19, 20, or 21) related to
Teachers, Professors, Researchers (scholars)
Students

30
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Treaties
e |IRS Publication 901

China, People's Republic of

An Individual who Is a resident of the People's Republic of China and who Is temporarily in the United States primarily to teach, lecture, or
conduct research at a university or other accredited educational institution or scientific research institution is exempt from U.5. income [ax on
income for the teaching, lecturing, or research for a total of not more than 3 years.

e Provides summary of treaty provisions specific to scholars
and students
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Treaties

e A student or scholar must have been a resident of the treaty
country prior to entering the U.S. for the provisions of that
treaty to apply.

e The key factor is the residency and NOT citizenship of the
individual.

e In most cases, the person will be both a citizen and resident
of the same treaty country. However, it is very important to
determine the country of residency to apply the proper
treaty benefits.

17-32



Common treaty terms

e Different income exclusions amounts
Will vary by student vs. scholar

e Different length of time
Treaty exemptions to apply (e.g., 2 years, 5 years, unlimited)
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Retro treaties

e A few countries have treaty clauses saying that if the maximum
years of presence are exceeded, the entire treaty benefit is lost

German students after 4 years
India, UK, Netherlands, Luxembourg scholars after 2 years
May be others (the US/Canada treat is unique)

e Requires a taxpayer to file amended returns and pay tax on
previous years' income

e Find IRS Publication 901 and read the section/country that
applies to you (www.irs.gov)
Non-students starts on p. 24
Students starts on p. 29
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Reporting Treaty Income

e Each type of income that an alien can earn is identified by a
numeric code on Form 1042-S, box 1. International students
and scholars should receive Form 1042-S in lieu of Form W-2
for any income that is covered by a treaty, and sometimes
income received that is not covered by a treaty (but is not W-2
income). The codes are helpful in determining the application of

the treaty benefits.

The most common codes used by international students and scholars
are.

Code 16: Scholarship or fellowship grants

Code 19: Compensation for teaching or researching

Code 20: Compensation during study and training
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Excerpt from |IRS Publication 4071

Treaties

Countries with Treaty Benefits for Scholarship or Fellowship Gra|+s (Income Code 16)

+ If a nonresident alien receives a grant that is not from U.S. sources, it is not subject to U.S. tax.

* Scholarship or fellowship grants that cover tuition and fees (and books and supplies if required of all students) are not
subject to U.S. tax. (Financial aid that is dependent on the performance of services, such as a teaching assistant, is
treated as wages and subject to the code income 18, 19, or 20 provisions.)

+ Scholarship or fellowship grants that cover room, board and other personal expenses are subject to U.S. tax unless a
treaty benefit (as summarized below) exists.

Coundiy Maxifnum Years Maximum Tre.aty

in U.S Dollar Amounts Article
Bangladesh 2 No Limit 21(2)
China No Limit No Limit 20(b)
Commonwealth of Independent States* 5 Limited VI(1)
Cyprus S No Limit 21¢1)
Czech Republic S No Limit 214{1)
Egypt 5 No Limit 23(1)
Estonia 5 No Limit 20(1)
France 5 No Limit 21(1)
Germany No Liit No Limit 20(3)
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Excerpt from |IRS Publication 4071

Treaties

Countries With Treaty Benefits for Teachi||g (Income Code 19)

Caution: The following is a quick-reference summary of treaty benefits. For more information about the application of these treaty
benefits, see Publication 901, U.S. Tax Treaties.

Eianit Maximum Years Maximum Treaty

£y in U.S Dollar Amounts Article
Bangladesh 2 No Limit* 21(1)
Belgium 2 No Limit 19(2)
Bulgaria 2 No Limit 19(2)
China 3 No Limit 19
Commonwealth of Independent States** 2 No Limit VI(1)
Czech Republic 2 No Limit 21(5)
Egypt 2 No Limit 22
France 2 No Limit 20
Germany 2 No Limit 20(1)
Greece 3 No Limit XII
Hungary 2 No Limit |
) O B 371L ) P (e LA A"
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Excerpt from |IRS Publication 4071

Treaties

Countries With Treaty Benefits for Studying and Train|ng (Income Code 20)

Caution: The following is a quick-reference summary of treaty benefits. For more information about the application of
these treaty benefits, see Publication 901, U.S. Tax Treaties.

Country Maxifnum Years Maximum Tre.atjf

in U.S Dollar Amounts Article
Bangladesh No Limit* $8,000 21(2)
Belgium No Limit 9,000 19(1)(b)
Bulgaria No Limit 9,000 19(1)(b)
China No Limit 5,000 20(c)
Cyprus S 2,000 21(1)
Czech Republic 5 5,000 21(1)
Egypt 5 3,000 23(1)
Estonia 5 5,000 20(1)
France 5 5,000 21(1)
Germany 4L 9,000 20(4)
Iceland 38 9,000 19(1)
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What your documents probably look like

e 1042-S generally
reports treaty exempt
Income, not always
sometimes will
iInclude taxable
scholarships

e YOU may receive a
1042-S from your
bank with Income
Code 29 if you
earned interest/bonus

o 1042=S

Foreign Person’s U.S. Source Income Subject to Withholding 2
and the latest

OMB No. 1545-0096

025

Go to www.irs.gov/Form 10425 for
Department of the Treasury
Intemal Revenue Service

T T T T T T T T T Jumouerormioenmrier | | AMENDED || AMENDMENT NO.

Copy A for

Internal Revenue Service

1 ":dm 2 Gross income| 3 Chapter indicator. Enter *3" or 4"
code
3a Exemption code ] 4a Examption code

13d City or town, state or province, country, ZIP or foreign postal code

91 20 $1 ,000 3b Tax rate ]‘b Tax rate

13e Recipient’'s U.S. TIN, if any 13f Ch. 3 status code

5 Withholding allowance

13g Ch. 4 status code

6 Net ncome

13h Recipient’s GIIN 13i Recipient’s foreign tax identification | 13) LOB code

7a Federal tax withheld |

number, if any

7b Check if federal tax withheld was not deposited with the IRS because
@sCrow procedures were (see instructions) P & ,]

Tc Check if ] in quent year with respectto a
jpartnership interest . 5 2 R

m&. Recipient's account number

131 Recipient’s date of birth (YYYYMMDD)

7d Check if you are a qualified intermediary, withholding foreign
partnership, or withholding foreign trust revising its rspomng on Form

LL I [ [ [ [ []

14a Primary withholding agent’s name (f applicable)

1042-8 to report to a specific recipient . . . . O
8 Tax withheld by other agents

9 Overwithhald tax repaid 1o recipient pursuant to adjustment procedures (seea instructions)

( )

14b Primary withholding agent’s EIN
15 Check if pro-rata basis reporting

10 Total withholding credit (combine boxes 7a, 8, and 9)

15b Ch. 3 status code| 15¢ Ch. 4 status oode

15a Intermedary or flow-through entity's EIN, # any

11 Tax paid by withholding agent (amounts not withheld) (see instructions)

15d Intermediary or fiow-through entity’s name

12a Withholding agent’s EIN 12b Ch. 3 status code| 12c Ch. 4 status code)

15e Intermediary or flow-through entity's GIIN

15f Country code 15g Foreign tax identification number, if any

12d Withholding agent’s name

15h Address (number and street)

126 Withholding agent's giobal intermediary identification numbe (GIIN)

W City or town, state or province, country, ZIP or foreign postal code

121 Country code 12g Foreign tax identification number, if any

12h Address (number and street)

’TB; Payer's name 16b Payer's TIN
[16c Payers GIN 16d Ch. 3 staks code | 16e Cn. 4 status code

128 City or town, state or province, country, ZIP or foreign postal code

17a State income tax withheld

13a Recipient’s name 13b Recipient’s country code

17b Payer's state tax no,l 17¢ Name of state

13¢ Address (number and street)

For Privacy Act and Paperwork Reduction Act Notice, see instructions.

Cat. No. 11386R Form 1042-S 025
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1042-S from UCSD

e The 1042-S prepared by UCSD

e Codes 16, 19, 20
16 = Scholarship/Fellowship grant
19 = teaching
20 = working

e Not everyone gets a 1042-S
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Working on/off campus

e Income Code 20—Compensation During Study and Training

e Students and trainees from many countries are allowed to
earn some money tax-free in the U.S.

e Many international students earn money from the university
they attend. If a student earns more wages than their treaty

benefit allows, the excess must be reported on their tax
return.

International students and scholars who qualify can avoid
withholding federal income tax on the students' and scholars'
earnings until the applicable treaty benefit amount is exceeded.
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Working Off Campus

e Sometimes students and scholars try to make use of the
treaty benefits for dependent and independent personal
service income (Income Codes 17 and 18).

Many treaties do not permit students and scholars to earn those
types of income; they are only allowed to engage in employment
that is related to the reason they were admitted to the country (as a
student or scholar).
This will be ineligible for treaty exemption and taxed

Both income and employment taxes can apply
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( N X J
( N N N
®@O®O®OH O
L X X X J
( X X X J
( X N J
e
a Employee's social security number
cecee OMB No. 1545-0029
b Employer identification number (EIN) 1 Wages, tips, other compensation 2 Federal income tax withheld
e Form W-2 200000 50000
¢ Employer’'s name, address, and ZIP code 3 . urity wages 4 Social security tax withheld
UCSD Payroll
5 wages icare
Difference Probably should be blank
7 Social ity ti 8 Allocated tij
due to treaty! . -
9‘ 10 Dependent care benefits
Last name Suff. | 11 Nonqualified plans 12a
130 G 3 stanus cooe H [
139 Cn_ 4 status cooe -
130 FRecoment's GIN Ilmﬁvhm 1% LOB cooe 13 my P;.”‘ :‘m !a
Qe —— I I I
A i . [+ Pecpents gate of tim (im0 14 Other gzc
o g T
froms-pny b, g o (] |74 Prmary wibhaadng agwe s, St :
:'ll“ﬂtl"-w = - S !“
P 3 18 Chock # gro-vats basis rperting || 3 I
70 Tota wihhoiding Credi (Combans bones 78, B, and 0] e mau‘mm\mimlmb)mm T O .
1 Tax pad by wanrdiang agent (amoures 54 ¥ o fow. iddress and ZIP code
Ey T Iu.o.n—.-m]mmn—- T iy e SOVAgh Sy G wyer's state ID number 16 State wages, t's.e!c. 17 State income tax 18 Local wages, tips, etc.| 19 Local income tax 20 Locality name
8¢ Courtry code oregn tax erefraton numoe 4 ey
e e e —— [TV 10,000.00 ) R —— —
120 Wari Y Gy
W Gy or 1own. state of province. counry, JIP or foregn postal code
£ T2y Foregn tax Ay
Wa Payer's rame 6 Payers TH
120 Address Pumber and sireed) "
we—————— [ z Wage and Tax Statement E D E 5 Oeparimant of the Tresmury—intema! Revenus Service
128 Flecgment's name. lmw:mw l l
TR T S itate, City, or Local Tax Department

For Privacy Act Act Notice, Cat. No. 113868 Form 1042-8 puzs)
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Other income

e Some outside employers will not handle your taxes correctly
Common mistakes
No 1042-S (you will need to apply the treaty)

They might apply employment taxes

Students and scholars — if permitted work and you are here on your F, J,
M or Q visa exempt from employment taxes (Social Security & Medicare)

= [f you remain an NRA
Spouses on F-2 or J-2 not exempt

They may also issue you a Form 1099-MISC or 1099-NEC
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Other Income

e Dealing with a 1099-MISC or 1099-NEC

If Resident
1099-MISC: Typically reported as “Other Income”

1099-NEC.: Typically reported as self-employment income, should be
reported on Schedule C (you are a business!)
= Also need to file for self-employment taxes

If NRA, also a business but you remain exempt from self-
employment taxes
1099-MISC: Typically reported as “Other Income”

1099-NEC.: Typically reported as self-employment income, should be
reported on Schedule C (you are a business!) — may remain exempt from
self-employment taxes so can report also as “Other Income”
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Other Income

e If your employer mistakenly withholds employment taxes

Social Security and Medicare
Step 1: Ask for refund from employer
Step 2: File Form 843

Follow instructions for this form and mail separate from your income tax

returns or email and we can provide you with some
instructions on how to fill out Form 843 (we will not prepare this for you,
and this is separate from your tax return filings)
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Other forms you may have received

Form 1099-INT (Interest Income)

Probably disregard for federal tax purposes because interest received on
deposits held in U.S. banks are NOT taxable if you're an NRA, generally

Some may get a 1042-S for opening a new bank account (Income Code 29)

Form 1098-T (Tuition Statement)

Disreqgard because educational credits are NOT allowed for an NRA

Others?
Form 1099-DIV dividends
Form 1099-B broker’'s statement listing security sales

47
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Unique Treaties

e India - students on an F, J, or M visa are allowed to use the
standard deduction instead of itemizing deductions.

An Indian student may take a standard deduction equal to the
amount allowable on Form 1040 ($15,750 for single)

17-48



Unique Treaties - China

e A student from China is entitled to the $5,000 exemption
each year for time reasonably necessary to complete
education or training.

Students will become resident aliens for tax purposes after five
years but would still be entitled to the treaty benefit if they remain
students.

e A scholar is exempt from tax on earned income for three
years. After two years, a scholar will become a resident
alien for tax purposes but is still entitled to one more year of
tax benefits under the treaty.
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Deductions

e |temized Deductions

Nonresident students and scholars (except students from India) are not
permitted to take the standard deduction.

ltemized deductions are limited
State and local taxes
Charitable contributions (to US charities only)
Student loan interest

e This is a bit crazy, but if you filed a tax return last year and
received a refund from CA (or whatever state you were in), that
IS probably income this year.
CA will provide you with a 1099G regarding this refund received.
This is NOT likely to be true if you are a student from India. 1750



Dependents and Exemptions

e US Income tax provides a “blanket” deductions against
taxable income

Standard deduction

Generally, $15,750 for a single taxpayer and $31,500 for married filing
jointly taxpayer BUT NOT APPLICABLE TO NONRESIDENTS
(exception: foreign students from India)
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Dependent issues

e All unmarried nonresidents must use the Single filing status
e Married nonresidents must use the Married Filing
Separately status, even if their spouse is present in the U.S.

Special rules for students from Canada, Mexico and South Korea
and India — they can file as single under limited circumstances

e A nonresident alien who is married to a U.S. citizen or
resident can choose to be treated as a resident and file a
joint return (Form 1040)
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Dependents

e Generally, none except

Canada and Mexico: Dependents can be claimed if they meet all
the tests for dependency.

South Korea: Dependents must live with the nonresident in the
U.S. at least part of the year. The dependency exemption will need
to be prorated if the nonresident has both U.S. income and foreign
Income.

Students from India: Dependents can be claimed if they meet all
the tests for dependency

If this is you, go to p. 40 of IRS Publication 519 and read!

WWW.irs.gov
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Married to US resident

e Typically, child tax credits and earned income credits are
NOT available to non-residents

However — non-resident married to a US resident may be
permitted to under certain circumstances if they file jointly

Again — some available for Canada, Mexico, South Korea and
students from India
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Dual status residents

e Become a resident in 2025 but spouse not a resident
May file jointly both as residents

Income is worldwide income (so might make sense if trailing
spouse has no income)
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Timing issues

e Treaty exclusion does NOT match up with exemption from
SPT

Anwar came to US on F-1 on August 1, 2020
Exempt from counting days: 2020, 2021, 2022, 2023, 2024 but NOT 2025
He is a resident for tax purposes for 2025 tax year
However, his treaty runs from August 1, 2020 — July 31, 2024
He can still have treaty excluded income!!!
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Glacier Tax Prep

e |f Glacier Prep cannot handle your tax situation

You have treaty provisions to apply to a resident return - Timing
with treaty and SPT

You wish to make the election to treat a non-resident spouse as a
resident

You have retro treaty issues
e If you are a student — book an appointment with SDSU VITA

May be able to handle Scholar returns but our student volunteers
are more adept to Foreign Student tax returns

e If you are a scholar — you need a paid preparer
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Paid Preparers

e Most trained: Certified Public Accountant (CPA), Enrolled Agent (EA)
e Least trained: H&R Block, Liberty Tax
e Do NOT try this with Turbo Tax

e You need to find a preparer that specializes in nonresidents and
iInternational issues

e | do NOT have a list of preferred providers (sorry)
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Resources

e |IRS Website: www.irs.gov

e | have questions about items of income, dependents, deductions, and credits
Best bet is Form 1040-NR instructions:

e | have questions about treaty provisions
Best bet is Publication 901, U.S. Tax Treaties

e | have other questions about taxes
Best bet is Publication 519, U.S. Tax Guide for Aliens

e California Franchise Tax Board:

59
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Questions?




