U.S. Taxation for
International Students
by Sau-Wing Lam

January 2018

Resident Alien or Non-Resident Alien?
    In American taxation there is a difference
between a “resident alien” and a “non-resident
alien”. This distinction is not in an immigration
sense, but only in a taxation sense. All U.S. citizens
and permanent residents are resident aliens for
tax purposes. People who are not U.S. citizens or
permanent residents, but if they stay in the U.S.
over a certain number of days, are also considered resident aliens for tax purposes. Resident
aliens are required to report their worldwide
income. Anyone who is not a resident alien is a
non-resident alien for tax purpose. Non-resident aliens only need to report work income from
U.S.sources. Interest income from banks, or capital gain from selling stocks or mutual funds, are
not taxable.
Although foreign students live in the U.S. most of the time during their studies,they remain non-resident aliens for a period of 5 calendar years starting from the year they enter the
U.S. on a F-1 visa. That means they only have to report their U.S. work income.

Income Documents
When you work and earn an income, the entity that pays you is required to document
your income on either a W-2 form or a 1099-MISC form. Usually you will be given this form in
January of each year.
If you are considered an employee your income will be documented on a W-2 form. The
employer may have withheld a certain amount of your income (called “withholding taxes”) so
you would not receive your full pay (more on withholding taxes later).
If you are considered an independent contractor rather than an employee, your income
will be documented on a 1099-MISC form. No tax will be withheld from your pay in this case.
W-2 and 1099-MISC forms are needed in order to report your income on a tax return..

Withholding Taxes
Various taxes may have been withheld from an employee’s pay. There are two main withholding taxes : federal and state income tax, and Social Security/ Medicare taxes.  
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Federal and state Income tax may or may not be withheld from your pay even if you are
treated as an employee and receive a W-2 form. If your income is rather low, like only for a few
thousand dollars, your employer may skip federal and state income tax withholding. In that case,
boxes 2, 4, 6 and 17 will be blank on your W-2 form.
Foreign students are exempted from Social Security/Medicare taxes. So there should be
no Social Security/Medicare taxes withheld from your pay. However, some employers may not
be familiar with this exemption so you should make sure the employer does not withhold Social
Security / Medicare taxes from your pay. If Social Security and Medicare taxes are withheld from
you pay there is a way to get it back. But it is much better that your employer does not withhold
Social Security and Medicare taxes from your pay.
If you are treated as an independent contractor and receives 1099-MISC form there is no
withholding of any tax.

Requirement to File a Federal Tax Return
We call the tax form that we submit to the
Internal Revenue Service (IRS) a “tax return“.
That is how we tell the government how much
income we made, how much exemptions and
deductions we claim, and how much our taxable income and income tax we need to pay.
The U.S. tax system is an honor system in that
each taxpayer would report this information.
The IRS would check and verify that information provided is accurate and complete. There
are heavy penalties for willfully understate or
misstate one’s tax information.
Not everyone with income needs to file an income tax return. Foreign students may not
need to file any tax return even if they have earned some income.
During the 5-year period when you are considered a non-resident alien, you do not have
to file any tax return if your only income is from your home country, or from U.S. bank interest
or capital gain from selling stocks or mutual funds. You only need to be concerned about filing a
tax return if you have income from working in the U.S.
If your work income is documented on a W-2 form and the amount is below $10,400, and
no income tax has been withheld from your work income, then you do not have to file any tax return. The $10,400 amount consists of your “personal exemption” of $4,050 and your “standard
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deduction” of $6,350.
If some income tax has been withheld from your pay and your income is below $10,400,
you should file a tax return in order to get back the tax withheld (i.e. tax refund). If you decide to
forgo the refund (i.e. donate it to the government)  then you can skip filing any tax return.
If your income is above $10,400 you need to file a tax return because you have income tax
to pay.
If your pay is documented on a 1099-MISC form and the income amount is below $10,400
you don’t have to file any tax return. The reason is there is no tax withheld. You have no tax to
pay, nor will you get any tax refund.
If your income is above $10,400 you need to file an income tax return because you have
income tax to pay.
The above is true even when you are in your Practical Training or OPT period during the
5th year of your stay in the U.S.

Federal Tax Forms to Use
If you need to file a tax return, either to receive your tax refund or to pay income tax, you
need to use the 1040NR-EZ form if your income is on
a W-2 form. The “NR” denotes non-resident alien because, as mentioned above, you remain a non-resident
alien for tax purpose for a period of 5 years. You can
download this form from https://www.irs.gov/pub/irspdf/f1040nre.pdf
If your income is documented on a 1099-MISC
form, you will need to use the 1040NR form. which
is more detailed than the 1040NR-EZ form.   You can
download the form at https://www.irs.gov/pub/irspdf/f1040nr.pdf . In addition, you will also need to fill
out Schedule C-EZ.  You can download this form from
https://www.irs.gov/pub/irs-pdf/f1040sce.pdf . Copy
the “Net Profit” amount from line 3 of Schedule C-EZ
onto line 13 of Form 1040NR.
Ordinarily people who have 1099-MISC income need to calculate  their “self-employment
tax” on Schedule SE, and then transfer this amount to Form 1040NR, line 55. Self-employment
tax is the same as Social Security/Medicare tax on the W-2 form. However, since foreign students
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are exempted from Social Security and Medicare tax, you are also exempted from “self employment tax”.
If you have more than $10,400 in gross income and need to compute your tax amount
you can look up the Tax Tables in the back of 1040NR Instructions. You can download this from
https://www.irs.gov/pub/irs-pdf/i1040nr.pdf
Finally, please be aware that you need to submit a Form 8843 with your tax return. This
form allows you to explain why you remain a non-resident alien for tax purposes despite the
fact that you have stayed in the U.S. for more than 183 days in the year. This form, with instructions, can be downloaded at https://www.irs.gov/pub/irs-pdf/f8843.pdf

State Tax Return
If you live in a State without state tax (Alaska, Florida, Nevada, South Dakota, Texas, Washington and Wyoming) then all you need to be concerned is Federal Tax return. But if you live
in all other States, when you need to file a Federal Tax Return you may also need to file a State
tax return. In California if your gross income is more than $17,029 you would also need to file a
state tax return using Form 540NR.

Social Security Number or ITIN
Most U.S. taxpayers will have a Social Security
number which is used on their tax documents (e.g. W-2,
1099-MISC) and tax forms (Form 1040NR, etc.) Foreign
students may be able to get a Social Security Number if
they are authorized to work. To apply for a Social Security number, go to your local Social Security Administration office. You will need the following:
• Complete an Application for a Social Security card
(SS-5); and
• Show documents proving your:
—Work-authorized immigration status;
—Age; and
—Identity. Immigration status
To prove your F-1 visa status, you must show a current admission stamp in your unexpired
foreign passport and Arrival/ Departure Record (Form I-94), if available. Also you must show  
your Certificate of Eligibility for Nonimmigrant Student Status (Form I-20).
As an F-1 student who is eligible to work on campus, you must provide a letter from your
designated school official that:
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• Identifies you;
• Confirms your current school status; and
• Identifies your employer and the type of work you are, or will be, doing.
Social Security Administration also need to see evidence of that employment, such as a
recent pay slip or a letter from your employer. Your supervisor must sign and date the employment letter. This letter must describe:
• Your job;
• Your employment start date;
• The number of hours you are, or will be, working; and
• Your supervisor’s name and telephone number.
If for whatever reason you are not able to get a Social Security number you must apply for
an individual taxpayer identification number or ITIN.  This is done on a W-7 form which you can
download from https://www.irs.gov/pub/irs-pdf/fw7.pdf . You only need to apply for this once,  
and the same ITIN can be used for all future tax filing. You need to submit some proof of identity
with your W - 7 form. If you need to apply for an ITIN you need to submit a W-7 form together
with your tax return and send it to the following address: Internal Revenue Service ITIN Operation P.O. Box 149342 Austin, TX 78714-9342 . To get a copy of W-7 Instructions click on https://
www.irs.gov/pub/irs-pdf/iw7.pdf

Have further questions?
The above is aimed to give you some basic ideas about tax reporting for international students. While it will be adequate for some of you who have just
basic income, there may be situations involving scholarship income, investment
income including rental income, tax treaties, etc. which would complicate the
issues. If you have questions, feel free to send me an e-mail at money@cchc.org

.
Both my wife Edith and I were foreign students from Hong Kong many years ago. I
am a former banker, and at age 45 I retired from being CEO and Chairman of the Board of a bank
that I took public in February 1998. For the past 20 years I have served the community full time
as a volunteer (when you know how to make your investments work, you do not have to go to
work yourself, and you can instead give your time to serve God through serving others). I answer
about 100 e-mails each day. I preach, teach and write about Christian subjects. I lead groups to
visit Israel. I help churches and pastors on their finances. I visit those who are homebound but
need help. I do 5 live radio programs each week in San Francisco, Los Angeles and New York
wherein I answer caller’s questions about personal finance. I also have a daily “Money Management in 90-seconds“ segment on radio stations in these three cities. Unfortunately these radio
programs are all in my native language, Cantonese. For those of you who can read Chinese, feel
free to visit my personal finance website at www.moneyradio.org . I also have a blog wherein I
comment on current events. You can also listen to some of my sermons and seminars there. The
website address is www.sauwing.com
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