Frequently Asked Questions Concerning Payments to Nonresident Aliens
Who is considered a nonresident alien for federal income tax purposes?
There are two tests to determine whether a non-U.S. citizen is treated as a resident alien for tax purposes. The first test is the "green card" test and the second test is the "substantial presence" test. If a foreign national is in the U.S. less than 31 days, it is not necessary to count days towards the substantial presence test. More information concerning the substantial presence test and green card test may be found in the Nonresident Alien Tax Guide Compliance Guide.

What is the difference in taxable income between individuals classified as resident and nonresident aliens for tax purposes?
Resident aliens are taxed just like U.S. citizens and are subject to U.S. tax on their worldwide income. Nonresident aliens are taxed on a slightly higher scale for wages and may be subject to a flat rate of tax on other kinds of payments (such as scholarships). However, nonresident aliens are taxed on their U.S. source income only.

What types of payments constitute income for an individual classified as a nonresident alien for tax purposes?
All U.S.-sourced payments to the nonresident alien are subject to federal taxation, unless an exception applies. These payments may include, but are not limited to: awards; compensation; consulting fees; honoraria; royalties; scholarship/fellowship; stipend; and wages.
An honorarium paid to a foreign national is subject to a 30% federal withholding and a 5% state withholding, unless the person can claim a tax treaty benefit. This withholding also applies to a nonresident alien entity.
Travel reimbursements are made to reimburse an employee or visitor for expenses incurred while traveling on University business. Travel reimbursements are not considered taxable income.

Can a Nonresident Alien claim a tax treaty benefit for U.S. tax purposes without a U.S government tax identification number?
No.  To claim a tax treaty benefit or file for a tax return, a Social Security Number or Individual Tax Identification Number (ITIN) must be obtained, although payment may be issued to the NRA earlier as long as taxes are withheld.

[bookmark: _GoBack]How can a Nonresident Alien obtain an Individual Tax Identification Number (ITIN)?
The Nonresident Alien must complete a W-7 and submit the W-7 with a certified copy or original passport to the Internal Revenue Service.

What is the average IRS processing time to return an ITIN to the NRA?
The processing time varies, however an NRA will typically receive a response from the IRS within 12 weeks.  Sufficient lead time to obtain the ITIN should be factored in prior to a request for nontaxable payment to the NRA.

Can a foreign national claim a tax treaty benefit if he or she is not a resident for tax purposes of that country?
A foreign national cannot claim tax treaty benefits of the country of birth if he or she is not also a resident for tax purposes. For example, a citizen of Germany who is a resident for tax purposes in Italy can't claim tax treaty benefits from the German treaty.

Are international students exempt from U.S. taxes?
No, international students are not exempt from U.S. taxes. A tax treaty between the U.S. and an international student's country of tax residency may reduce the U.S. taxes owed.

Is a teaching assistantship or a research assistantship the same as a scholarship or fellowship?
No. TA or RA salary payments are not considered scholarships or fellowships. Income from TA and RA positions is considered earned income (wages) and is taxable.

Do students have to pay taxes on a scholarship?
It depends on the source of the scholarship. If the student is a nonresident alien and the scholarship is not from U.S. sources, the scholarship is not subject to U.S. tax. If the scholarship is from U.S. sources or the student is a resident alien for tax purposes, the scholarship is subject to U.S. tax according to the following rules. If the student is a candidate for a degree, the part of the scholarship used to pay tuition, fees, books, supplies and equipment required by the educational institution may be excluded from taxation. However, any part of the scholarship used to pay other expenses, such as room and board, is taxable.
