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Introduction

The Tax Reform Act of 1986 changed the reporting and withholding rules for institutions making payments 1
foreign visitors. In 1992, the IRS announced a major compliance effort directellegies and universities.
In 1994, the IRS created a new division, the Foreign Payments Division, to devote even more attention to tt

issue.

The IRS hasinceshifted is focus away from education toward enforcement of the complex rules associated
with making payments to nonresident aliens. As a result, universities, including UM, hatendeheir
withholding and reporting processethe University hastherefore taken several steps to ensure compliance
with the complex rules associated with payrs to nonresident aliens.

1 In 199, the University purchased Windstar Tax Navigator, a software package exclusively designed
to assist with assessment of tax liability, tax treaty applications, FICA exemption availability, and
other issues related to pagnts made to nonresident aliens.

1 The Universityhas sinceestablishedNonresident Alien TaSpecialistoon each campusho interact
with foreign visitors andhosting departments facilitate payments to nonresident aliens for a myriad
of activities on cenpus including; honoraria, scholarships, wages, royalties and prizes/awards.

Each @ampus Nonresident Alien Te&8pecialist is dedicated to fulfilling the needs of both the institution and
the nonresident alien ietms of issuance of the payment, as wel@gsropriate withholding and reporting of

the income to both the NRA and the IRS. This book is a compilation of instructions and procedures generic
to UM to provide easy access for departments when questions arise as to how to make payments to

internatioral visitors.

Important Note: Nonresident Alien
Throughout this document (NRA)ibeseddgdndicatetax stdatus onfesse s i |d e n
specified otherwise.




Purpose

The purpose of this guide is to inform the University public of the rulesrdgggmaking payments to
foreign visitors to our institution. This guide is intended for use by departmental staff, faculty members,
foreign scholars, foreign students, and other University personnel who interact with foreign visitors.

This guide coversmy those situations most common to the majority of foreign students, faculty and staff.
Questions should be directed to thenresident Alien Tax Specialish your campus.

Please visit the UM System webpagevatw.umsystem.edwr check belowo locate the Nonresident Ahe
Tax Specialist on yaucampus

Columbia

Hospital } Judy L. Todd' ToddJ@missouri.edu

System http://casheérs.missouri.edu/nra

Extension

Kansas City Diane Dunfed DunfeeD@mkcedu

Rolla(MST) Accounts Payabl&cholarships Lisa Cerneyi CrainL@mst.edu

Payroll: Wanda Vancé WandaV@mst.edu
Marcia Lang LaneMA@mst.edu

St. Louis Sanda Crawshawi CrawshawS@umsl.ed



http://www.umsystem.edu/
mailto:ToddJ@missouri.edu
http://cashiers.missouri.edu/nra
mailto:DunfeeD@UMKC.edu
mailto:CrainL@mst.edu
mailto:WandaV@mst.edu
mailto:LaneMA@mst.edu
mailto:CrawshawS@umsl.edu

Section 1

U.S. TAX RESIDENCY

Overview
This section defines thgpes of taxpaying individuals aride resulting tax rules that must be followed.

The University requires anyone who is not a U.S. citizen or Lawful Permanent Residentpleteah&T ax
Assessment Intake Form (UBT4) (see Appendix page by information as otherwise specified by ttaanpus
Nonresident Alien Tax Specialisefore any payment can be issued. The-BM is used in conjunction with
the Windstar Tax Navigator ppcation thatdetermingtax residencyandFICA and treatyexemption

eligibility. The campudNonresident Alien Tax Specialigtill obtain photocopiesfahe individual's 194,
passport, U.S. Visatamp(s)1-20, DS-2019 1-797and any other related imgration documents, as well as the
Social Security card (when available) as part of the tax assessment process discussed later.

For U.S. tax purposesthere are two types of individudts whom the University has different
withholding/reporting obligations

1 those who qualify asesidentdor tax purposes
A U.S. Citizensand
A Lawf ul Permanent Residents (a. k. a. Reshbtildgamp A
in their passportand
A nonresidents for immigration purposes (i, J-1, H-1B, B-1)whomeetthedi Su b st ant i al F
Testo (SPT)
1 those who are nonresident alidostax purposegas defined below

Definitions of Nonresident Alien

Immigration : someone in the US temporarily VS. IRS: someone in the US temporarily who h
who has a residence abroad they do not intend not been present long enough to meet the
abandon Substantial Presence Test (SPT)

It is important to point out that both tlRepartment Homeland Security (DH&)d the Internal Revenue
Serviceofficesuse the phigefinonresident alied. However, their definitions are unrelated/hen the phrase
nonesident alien oabbreviation NRA is used in this document, it referthe IRS definition listedbove
unless specified otherwise.

Substantial Presence TeqiSPT)

This isthe means by whictine IRS determines when a nonresident dlemmmigration purposess a resident
or nonresident aliefor tax purposes The Substantial Presence Test (SPT) counts the number of days of
physical presence. Once an individual siagpassed 182 days of physical presgocentecbver a thregrear
period (including at least 31 days in the current tax year), they become a resident alien for tax purposes.

However, persons in F, J, M, and @ apenothof gme aftenthein s
arrival i n the USA. This Anexempt individual 0 pe
from counting days of physical presence toward t
is na likely to be able to accumulate 183 days of physical presence and will remain a nonresident alien for ta:
pur poses. (See Aexempt individual 6 details belo

1



The Substantial Presence Test is confusing and difficult to appistunately, the Universitigas acquired the
Windstar Tax Navigator application to assist in this process. The foreign visit@ togecbvide a completed
Tax Assessment Intakerm (UM-374) or meet withthe Nonresident Alien Tax Specialiiir theirtax
residencyto be determinedEven so, aescription of the tessimportant, if only to explain why certain
guestions on th&ax Assessment Intake Fo(M-374)are critical.

Student Exempt Individual

A student must be temporarily present in the th$: or J immigration status The student is also subject to
the following time requirement:

A will notqualify for "exempt individual" status if he was present in the U.Snaxempt individuatiuring
any part of five calendar yeassce January 1, 1985

Teacher or Trainee Expt Individual
A teacher or trainee includes anyone temporarily present in thénll. fonstudent status The J norstudent
is also subject to a time requirement:

A will NOT qualify as an "exempt individuaif he was exempt as a teacher, trainestardent forany part of
two of theprevious six calendar years.

(A J-1 nonstudent will qualify as an "exempt individual" if he was entirely absent from the U.S. during the
previous six calendar years.)

An interesting benefit of being a nonresident aireR-1, J}1, M, or Q immigration status is a resulting
exemption from Social Security and Medicare withholdingwhich is administered by the NRA Tax
Specialists on each University campus.

Important Note: Calendar Year

The IRS usethecalendr year (Jad - Dec31) when applyingheSPT and/ or deter mi nin
statusfor students, teachers or trainees. If the individual is in the U.S. as an exempt individual for any part of
calendar year, that year will count as a full calendar year.

Summary

This section discussihow the NRA Tax Specialist determines whethemégrnational visitor is a resident

alien or nonresident alidior tax purposes If the international visitor is a resident aljdre is treated the same

as a U.Scitizen forwithholdingpurposes However, regar dl etkedhiverfityis he vi
obligated to get documentation to support the amount of taryjfto withhold from paymentsThe individual

is alsorequired to omplete thelax Assessment Intakerm (UM-374)and provide supporting documentation
andor may need to meet with the cammasresident Alien Tax Specialiduring their visit Contactyour

NRA Tax Specialist for camptspecific instructions.

126 CFR Part 308§7701(b)(4)
226 CFR Part 3087701(b)(7)(iii)
%26 CFR Part 3087701(b)(3)
26 CFR Part 3087701(b)(7)(i)



Section 2

U.S. TAXABLE INCOME

Overview

This section describes what paymentscamgsideredncome to a nonresident alien, how the source of income
affects U.S. taxes, and what payments may be excluded from income.

What payments are income to a nonresident alien?

Most nonresident aliens at the Ueirsity receive oa or more of the following typesf income; (1) wages paid
to employees, (Ppayments made to independent contractors which inchmiesraria paid to visiting speakers
and lecturer®r payments to awsultants, (Bscholarship/fellowship gymentsand @) prizes and awards.

Source of Income

All income can be classified by its "soufce

9 foreign sourced; or

1 U.S. sourced
Foreign sourcgincome to a nonresident alien individual is not subject to U.S. tad S. sourcel income is
potentially sibject to U.S. tax, depending upon exclusions that may be available to the nonresident alien
contained in either the Internal Revenue Code or a tax trékg.the chart below to determine the source of
income toan NRA.

Type of Location of | Activity Located | Activity Located
Income Payer in U.S. Outside U.S.
. Inside U.S. U.S. Sourcd Foreign Source
Compensation
Outside U.S. U.S. Sourcd Foreign Source
Inside U.S. U.S. Sourcd Foreign Source

Scholarship/Fellowship
Outside U.S. | Foreign Source Foreign Sourcd

Outside U.S. | Foreign Sourca Foreign Source

Inside U.S. U.S. Sourcd U.S. Sourcd

" Compensation includes payments to an independewtamior or wages to an employee
“ Scholarships anceflowships include only neservicepayments.

Prize / Award

26 CFR Part §1.8721



Exclusions from Income

U.S. source income to a nonresident alien is potentially subject to U.SCéatain types of income may not
be sulpect to tax if there is aaxclusion provision contained in the Internal Revenue GHRIE). One such
provision is the exclusin for "qualified scholarshipginderSection 117o0f the Internal Revenue Code

IRC Section 117 Excludes Qualified Scholarship from Income

To be excluded from income, the payment must tgpialified scholarshipfeceived by a "candate for a
degree" for the purpose of studying or conducting research at an educational organization.

Definition of "Qualified Scholarship™

Any bona fide scholarship amount applied directly to:
1 Educational fees required for enroliment or attendance &trihversity
 Other fees, books, supplies and equipment required for courses of instruction at the Urfiversity.

Definiti-Qnabff AidldnSchol arshipo

Scholarship payments provided for expenses such as room, boafu)sioess travel, researehand

equipment and other expenses not required for enroliment or attendance at the Unhamsicpnsidered

nonqualified scholarships and may be subject td tax.

1 Scholarship incomghatwo ul d or di naroi | y abed MoeamEenticdhvgetdo o at i @ o
qualified scholarship tnfayhte subject to tax.

Definition of a "Candidate for a Degree"

A full- or parttime student pursuing studies at the University is considered a candidate for a ttagneet
necessary for the student to beadled in a degreseeking prograrh.

BusinessTravel

Reimbursements for travel to a nonresident aliremat subject twvithholding when made under an

"accountable plan’"This planrequiresamounts paid to an individutd meet all three of the followp

conditions: (1) there is a business connection for the expenses; (2) the expenses are substantiated; and (3) t
advances are returned to the employer. The University's expense reimbursement policy meets the requireme
of an accountable plan. Reiomgement of expensé&s nonresident aliensill not be made except for conditions

set forth in the Business Policy Manual that are consistenti@tAmerican Competitiveness and Workforce
Improvement Act ACWIA) as described in Sectiona®id on pagé1 of the Appendix

626 CFR8117(b) ancs1441(b)

726 CFR81.25A-5(c)(3)(ii)

8 IRS Publication 970, Chapter 1, page 4
®Code Sec. 62(a)(2)(A)



Summary

This section discussed:

1 Whatpaymens areincome to the nonresident alien;

1 Howthe"source" of the incomdetermines U.S. taxabilty of the paymeantg

1 Whether income is excluded from U.S. tax because of provisions containedntetimal Revenue Code
(IRC).



Section 3

DETERMINING THE TYPE OF INCOME

Once a paymeritas been determined to represanbme to an individual who is not a&J Citizen or Lawful
Permanent Resident, the sponsoring department must categorize thieingoene to be paid. The type of
income determines how to process the payment

There are foutypes of income typically paid by the University to nonresident aliens:
1 wages/salary payments to employees;

1 honoraria paid to visiting speakers and lecturefgagments to consultants;

1 scholarship/fellowship payments made tiadents, scholars, and trainees;

1 prizes and awards

Wages/Salary Payments to Employees

Anyone who performs services is an employee if you, as an employer, can control what will be dume &nd

will be done. (A scholarship/grant will be treated as wages to an employee if the payment is based on p
present, or future services.) Often, an individual may claim to be an independent contractor, but after review
the Universityd £mployeelndependent Contractor Classification Checkligee Appendix pages7-10),

may be found to be an employee?rocedures for making payments to nonresident alien employees are
discussed in Section 7.

Independent Contractor Payments

A nonresidentlien indg@endent contractor maye a foreign scholar invited bylniversity department to
come to the U.S. to speaka conference, present a paper, or perform some similar function for an
honaarium or a consultant with workuthorization (se€ommon Nofimmigrant Visa Typesvith General
Employment Rule§ableon pagel3 of the AppendiX.
1 An independent contractor is an individual who does not have an emydoy@Epyee relationship
with the University as determined by the Univer8itgmployee/Independent Conttar
Classification Checklist(seeAppendix page§-10.)

1 The University consideran honorariumtobea At okend payment that s
rather than Afair mar ket value. o
T A consultant is an independenteocdrotrr &ddteors ewhr

performed, often requiring a contract. Most nonresident aliensargigible for payment as
consultants due to immigration restrictions. If in doubt about whether or not a nonresident alien is
eligible for payment as a consuitacontact your campus NRA T&pecialist for clarificatiorprior
to entering into the consulting agreement

Procedures for making payments to nonresident alien independent contractors are discussed in Section 6.

Scholarship/Fellowship Payments Made to Stuehts, Scholars, and Trainees

A "scholarship/fellowship" is a paymetaward a future activityi.e. the following semestethat is not related
to the performance of services. These payments may be on behalf of a student (undergraduate or graduate)



researcher. In the case of a student, academic and enrollment requirements may be appropriate component
a scholarship payment.

Payments that do not strictly meet this dDedendmg t i
on the acumstances, such payments may instead be treated as compensation for services rendered (wages)

If a scholarshipequires services to be rendered as a condition of receivimgcthrae thenit must be paid as
compensation to an employeeas independeérontractor incoméhrough the Payroll/Personnel System and is
subject to withholding of taxeésee SectioB).

Prizes and/or Awards

A prizeor award is defined by the IRS as a paynrestlting from a previous activityike designing a logo or
enterng a contest. A prize or award must not be <co
prize may be cash or a perquisite (payment Adin Kk

Prizes and awards are seldom exempt frommahaired30% withholding, eveif the nonresident recipient has
never been present in the USA. The IRS defines all prizes and awardssasrd&l income and, therefore,
subject to the 30% nonresident alien withholdimgess a tax treaty exemption appligee Source Income
Tableon page 4 inSection 2

Summary

In this section, the sponsoring depaent has categorized the incotoeghe nonresident alien as:
A wagésalary payments to employees

A paymenimade to independent contractors for services rendered

A scholarship/fellowsipi payments made to students, scholars, and trainees;

A

prize / award payment



Section 4

TAXPAYER IDENTIFICATION NUMBERS( Tl NO& s)

Taxpayer identification numbe(s T | Nséugd) by the Social Securiydministrationare called Social&urity
numbery S S NHoweéver, some foreign visits do not qualify to obtaina SSN For those individualghe
Internal Revenue Service will issue an Individual Taxpayer Identification Number (ITIN). The paragraphs
below describe procedures the foreign visitor shouldviotm obtain gaxpayer identification number.

How to Obtain a Social Security Number

Social Security numbers are reserved for individuals who are employed in the United Btitiefew
exceptions,tie Social Security Administratidi®SA)will not issueaanSSN for norwork purposes. An
individual may obtain a Social Security number by completing For#s,3$plication for a Social Security
Card, available from the local Social Security Administration Offieleasecheck withyour campus
internationabffice for additionaldocumentation that may be required.

In general, th&SArequires a 1@lay waiting period between the date of arrival in the USA and the submission
of an application for a Social Security Numbérl t h o u g mayNd&hiréd sworkand be paid without a

Social security numbeas long as their authorization for employment is valid, these employestgpromptly

apply for a Social Security card and show it to the HR/Payroll Office on their campus immediately after its
receipt.See HR105 inthe UniversityHuman ResourceBolicy Manualfor more information.
http://www.umsystem.edu/ums/departments/hr/manual/105.shtml

How to Obtain an Individual Taxpayer Identifi cation Number (ITIN)

Taxpayer Identification Numbers (ITIN) are issued by the Internal Revenue Service to indiwiloarenot
eligible to obtain @an SSN but who must furnish a tax identification number forrmnyber ofU.S.tax related
reasons (It should be noted that an ITidannot be used for employmentf)an individual has been issued an
ITIN and subsequently is issued an SSN, théviddal should stop using the ITIN and use the SSN instead. A
copy of the SSN should be attached to the INiMice and mailed to the ITIN Unit or local IRS office so
records can be updated.

An individual who wishes to apply for an ITIN may do so by completing Forn, ttacing certified or
notarized copies of documents that substantiate the informatiomledoon the application form, and
submiting it along with their original income tax return to the ITIN Processing U(#t.list of acceptable
documents can be found in the TAinstructions.) The ITIN Unit will process the-Wapplication, assign an
ITIN to the return and send it to the appropriate income tax processing (feotenpy certificationNotary
Publicwordingand required written request by document owseepagel5 of the Appendix)

There are few exceptions to the requirentenbcludea U.S. tax return with an ITIN application (W. A list
of exceptiongan be foundn the W7 instructions. If one of the exceptions is claimed, the taxpayegusred
to submit the documentation specified in the instructions when suigibrm W7 to the ITIN Unit.
Contact your campus Nonresident Alien Tax Specialishuf gre not sure if your foreign visitore$igible to
apply for aan SSN oryou have questions regarding holney areio complete Form \A7.


http://www.umsystem.edu/ums/departments/hr/manual/105.shtml

Summary

This section descrilobehowan individual mayapplyfor a Sdal Security number. If the indivigial is not legally
permitted towork in the U.S.then the individual may be eligible apply for an ITIN instead of anSSN.

Contact your campus NRA Tax Specialist with questions abeufTIN application.



Section 5

INCOME TAX TREATIES

Overview

The U.S.government haagreements, called tax treaties, with oviy fforeign governmentthat are designed
to avoid double taxation of incom&ach income tax treaty is negotiated sepbrase the provisions vary
from country to countrand generally take precedence over U.S. tax laWse Windstar Tax Navigator
applicationpurchased by the University waid the NRA Tax Specialist in determiniiign individual
qualifies for a tax waty exemptiomand will print appropriate application forms

Preliminary information about tax treaty eligibility is awdile on page 18 of the Appendix, as well as later in
this Sectionin theChart of Tax Treaty Countries with Exemption Informatidéiowvever, the final decision
regarding eligibility will be made by the campus NRA Tax Specialist after all the necessary information has
been provided by the visitor.

How to Determine if an Individual May Qualify for a Tax Treaty Exemption

All NRAs must conplete the Tax Assessment Intake Form ({3K#4)or its campus equivaleandsubmit
copies of passport, visa, and current U.S. immigration documentsdartipusNonresident Alien Tax
Specialistfor afinal tax treaty determination.

To be eligible for dax treaty exemptian

p>N

the individual mushave been a resident @tax treaty cuntry (see general list of tax treaty countries on
the following pagejor at least one year prior to their arrival in the lagd

theU.S. activity and/or mmigration statusnust meet treaty criteriand

> >

the individual must &ave SSN or ITIN (or apply during visit to campuai)d

p>N

the duration of stay in U.S. must meet treaty critenm

>

the individual must meet all other treaty requirements as determirtee bgmpudNRA Tax Specialist
o for examplethe individual may not have changed purposes for being in the USA without having
resided in the treaty country for at least one yeawden the change (i.Bom F1 student to-J
1 postdoc, from F2 spouse to# student, fronB-1 visitor to 31 student)

10



To claim a tax treaty exemption from withholding

1 the individual must meet all of the above eligibility criteaiad

1 provide to the campus NRA Tax Specialist the appropriate treaty exemption claim form, completed an
signedprior to the payment being made

Type of Income - IRS Form
Wages 8233
Scholarship W-8BEN
Independent Contractor (honorarium 8233

ImportantNote Tax Return Treaty Benefit

If a treaty exemption from withholding is not claimed before the end of thgetax the international visitor
may be eligible to claim the tax treaty at the time the appropriate tax return forms are filed the following|year.

Reporting of Tax Treaty Exempt Income

1 wage and/oscholarship incom#hat haseenexempedfrom withholding because a tax treatys
appliedwill be reported on Form 1043 issuedy or beforeMarch 15 for the previous tax year

11



List of Tax Treaty Countries with Income Limit Information *°

Country Name Student Income : Teacher/ Independent
Wages Scholarship Researcher Contractor

Australia None None None Unlimited
Austria None None None Unlimited
Bangladesh $8,000 Unlimited™ Unlimited Unlimited
Barbados Same as USA” same as USA™ None Unlimited
Belgium $9,000 None Unlimited None
Canada®™ <$10,000 None <$10,000 <$10,000
China, Peopl efg $5,000 Unlimited Unlimited Unlimited
CIS (USSR/NIS)™ None <$10,000™ Unlimited Unlimited
Cyprus $2,000 Unlimited None Unlimited
Czech Republic $5,000 Unlimited Unlimited Unlimited
Denmark None None None Unlimited
Egypt $3,000 Unlimited Unlimited Unlimited
Estonia $5,000 Unlimited None Unlimited
Finland None None None Unlimited
France $5,000 Unlimited Unlimited Unlimited
Germany $9,000™° Unlimited Unlimited Unlimited
Greece None None Unlimited Unlimited
Hungary Same as USA™ Same as USA™ Unlimited Unlimited
Iceland $2,000 Unlimited Unlimited Unlimited
India Standard deduction None Unlimited™” Unlimited
Indonesia $2,000 Unlimited Unlimited Unlimited
Ireland None None None Unlimited
Israel $3,000 Unlimited Unlimited™ Unlimited
Italy None None Unlimited Unlimited
Jamaica same as USA” Same as USA™ Unlimited Unlimited
Japan None None Unlimited None
Kazakhstan None Unlimited None Unlimited
Korea, Republic of South $2,000 Unlimited unlimited™ Unlimited
Latvia $5,000 Unlimited None Unlimited
Lithuania $5,000 Unlimited None Unlimited
Luxembourg none Unlimited Unlimited Unlimited
Mexico None None None Unlimited
Morocco $2,000 Unlimited None Unlimited
Netherlands $2,000 Unlimited Unlimited™”’ Unlimited
New Zealand None None None Unlimited
Norway $2,000 Unlimited Unlimited Unlimited
Pakistan $5,000 Unlimited Unlimited Unlimited
Philippines $3,000 Unlimited Unlimited Unlimited
Poland $2,000 Unlimited Unlimited Unlimited
Portugal $5,000 Unlimited Unlimited Unlimited
Romania $2,000 Unlimited Unlimited Unlimited
Russia None Unlimited None Unlimited
Slovak Republic $5,000 Unlimited Unlimited Unlimited
Slovenia $5,000 Unlimited Unlimited Unlimited
South Africa None None None Unlimited
Spain $5,000-standard deduction Unlimited None Unlimited
Sri Lanka None None None Unlimited
Sweden None None None Unlimited
Switzerland None None None Unlimited
Thailand $3,000 Unlimited Unlimited Unlimited
Trinidad and Tobago $2,000 Unlimited Unlimited Unlimited
Tunisia $4,000 Unlimited None Unlimited
Turkey None None None Unlimited
Ukraine None unlimited None Unlimited
United Kingdom None None Unlimited™ Unlimited
Venezuela $5,000 Unlimited Unlimited unlimited

10 Listing of a country does not assure there will be a treaty exemption for the current or proposedwittatithe NRA visitor will fufill the required terms of

eligibility for benefits. These will be determined during the tax assessment process.

RS Publication 90tocumentdimiting thisexemptioonl 'y f or fAtrai nees?o
12 Allows residents of the treaty country thaose to be treated as a resident for tax purposes from the date of their arrival in the USA.
13 Treaty available for any immigtion status as long as payeésis resident of Canada and income is <$10,000.
¥ FormerU.S.S.R. treaty applies to Armenia, Azaijan, Belarus, Kyrgyzstan, Moldova, Tajikistan, Turkmenistan, and Uzbekistan
15 Combines qualified (8117) and ngnalified scholarship income, then limits total benefits to $9%99
16 Germany student wage income treaty article limits stay to fous yeam date of arrival. Overstay eliminates benefits retroactively
1 Requires stay in U.S. to be < 2 years or treaty benefits are lost retroactively to day of arrival.

18 prevents treaty benefits if anticipated stay at time of U.S. arrival is more tleans2 lput does not eliminate benefits if teacher/researcher extends beyond an original

period of < 2 years.
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Section 6

COMPENSATION FOR INDEPENDENT PERSONAL SERVICES

Overview

The purpose of this section ispoovide assistance faletermining if the type of payment to bexde meets
IRS requirements for compensation for independens@nalservices and thendividual who provideshis
service to the University is eligible for such payments.

How to make payments to nonresident alien independent contractors

1. Will the service activity of the individual be performed within the B.S.
YES: Goto #2

NO: Contact your campuNonresident Alien Tax Specialidr instructions to get thpaymentmade.

2. At the time the activity occurs, will the individual be in an immigration status that permits him/her to
receive compensation for independent personal servicesimbursement/dect payment of travel
expensed (Refer to theACWIA ruleson pagell of the Appendixand refer tgpagel3 of the Appendixor
immigration status information.)

YES: Goto #3

NO: Terminate agreement immediatelyit is invalid. The Uiversity may besubject to severe penalties if
funds are provided to a nonresident alien who is not authorized Wyegha@rtment of Homeland Security
(DHS) to participate in the activity that generatédse funds.

3. The international visitor must proviggther a complete@ax Assessment Intake FofM-374)or similar
information according to instructions from the campus NRA Tax Specialist. In addition, the visitor mus
provide copies of required documents (U.Ssastamp in passport,nexpired foreignpassport, 494, and
Social Security cardf available)

4. Does the individual possess an U.S. taxpagentification number (eithemaSSNor Individual Taxpayer
Identification Number [ITIN])?
YES: Proceed with payment documentation according to caiRis Tax Specialist instructiongi.e.
submission oUM-376A UM-140, UM-378).

NO: Absence of an SSN or ITIN (or pending applicattbrough the campus NRA Tax Speciglistill

requirea 30% withholding. ie paymenmay befi gr o s sed up o0 unboriginalppromigezbyt h e
multiplying original amount byt.428572
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Section 7

COMPENSATION TO EMPLOYEES

Overview

Generally, wages/salary payments to nonresident alien employees are subject to the same graduated
withholding tax rates as for U.S. citizenldowever, there are special rules for how a nonresident faligax
purposesnust complete Form Y4. The special rulesraybe reviewed with the employekiringan
appointment with the Nomesident AlienTax Specialist For example, a nonresident alieannot write
AExempt o ond.the Form W

Important Note Missing SSN

Nonresident alien employees may be hired, work and be paid without having a Social Security number. Se
HR-105 in theHuman Resourceldicy Manual for more information.
http://www.umsystem.edu/ums/departments/hr/manual/105.shtml

How to make wage/salary payments to nonresident alien employees

1. Is the employment activity located within the U.S.?

YES: The comperation is U.S. sourak NO: The compensation is foreign sourced and is
income. Theemployeemust complete not subject to U.S. tax. Ask Accoting to
the Tax Assessment Intake Fo(RForm create anon-1099vendor to pay the invoice
UM-374)or providesimilar information, through the A/P Systemit is important to
along with opies ofthe Form 94, U.S. clearly indicate on th&oucherthat this
Visa, and Forms-20,DS-2019o0r I-797. payment represents “foreign sourced income
(If the campus NRA Tax Specialist to a nonresident alien.' Do not mark the
requres appointments, the NRA should Voucheras a taxable payment. &h
bring original documents for photocapy University isrequired toneitherreport nor
Compl ete remaini ng fAne withnaldrtaxes from foreign sourced income
paperwork for payment to be made to nonresident aliens.

through thePeopleSoft HR gstem.

3. Does the employee have a Social Security number?

YES: Compl et e fAinew hireo NDapempmploetke adnew hireo pa
usual leaving SSNields blank

4. There are two provisions for FICA withholding exemptions from wages paid by the University.

fiStudento e x e mgpdescribed in HR ANRAO e x e mgministered by campus NRA
policy 222, administered by hiring Taxation Specialists. Employees exempted under
departments SeeStudent EmployeEICA this statute will have a future FICA expire date in
Checkliston pagel4 of the Appendix the UM Specific panel of the PeopleSHR job

data panelsThis exemption is available for both
student and nestudent employees.

14


http://www.umsystem.edu/ums/departments/hr/manual/105.shtml

. Is the FICA Expire field in the UM Specific panel of the Job Data panels blank?

YES: Refer the employee to campus NRA Tax NO: Goto#4
Specialist

. Is the FICA Expire datan thepast?

YES: Treat employee the sams aU.S. NO: FICA Expire date into the future means no
citizen and administer tHelCA change to the exemption should be made. The
Checklist employee remains exempt until that date has

passedegardless of enroliment status

. Isan OnLine Check Rquest(UM1 40) being submitted with the fAn
whose paperwork will not be entered in time for the first paycheck?

YES: Puta notewith the paperwork to notify NRA Tax Specialist so check can be cut after appropriate
exemptias are entered and notify new employee to contact NRA Tax Specialist according to
campusspecific instructions.

. Changedo People Soft Paygroupsay occuraftertheinew hi reo package i s prc
1 Non-student employees and those from Caradarmer U.SS.R. countries (known as the
Commonwealth of Independent States or @@y be changed from MON to M18 or M17 and from

BIW to B18 or B17 to provide tax trgagxemptions from withholding.

Similarly, once tax treaty benefits end, the persons earn codber@nanged back to MON or BIW.

The Nonresident Alien Ta%pecialist will attempt to notify departments when these changes occur
Students with tax treaty benefits require no change in paygroup excepfritroasCanada or CIS

countries.

1 See Appendix page2Xor UM Payrdl Earnings Types for Nonresident Aliens.

= =4 =4
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Section 8

SCHOLARSHIFS / FELLOWSHIPS

Important Note: Scholarships/Fellowships

The term Afell owshi pd may vary among campuses.
services a required as a condition for receiving the payment. Therefore the section presumes that the terms
scholarship and fellowship are the same to the IRS.

Sectiors 2 and 3of this guide explained that the "qualified" portioh scholarshig/fellowships can be

excluded from taxable income. Amounts received in excess of "qQualdxpenses areonsideredinon

qualifiedd scholarships/fellowshipand subject to taxedncome tax treaties may exptfi n eqru al i f i e d
(taxable)scholarshig/fellowships from tax

Who May Qualify for a Lower Withholding Rate of 14%

IRC Section 1441(b) providethat for scholarship/fellowshipayments made to nonresident aliens who meet
the following criteria the statutory 30% withholding rate is reduced to 14%. To fydali the 14%

withholding rate

A the granteenustbe a nonresident alien in the UiSF, J, M, or Q immigration status

A the granteenust be a "candidate for a degree" as desciib&ection 2and

A the paymeninustbea truescholarship/fellowship

How to make Non-qualified Scholarship/Fellowship Payments

1. Is the payee required to perform services in the U.S. to receigeltiolarship?

YES: The payee is considered employee of the NO: Goto#.
University.fol | ow routine fAinew hirebo
processes in Sectiagh END.

2. Are the funds fothe scholarshifrom sources outside the U.&d designated to a specific recipiznt

YES: Income may not taxable m¥portablan NO: Thescholarshigs U.S.sourced. Go to
the U.S. Go to # #3.

3. The indivdual must completthe Tax Assessment Intake Fo(M-374)and/or follow the intake
procedures according to the campus NRA Tax Specidigpies ofForm F94,PassportlJ.S. visa, and
Forms 20, DS-20190r I-797, when appropriate, must accompany the-8M or otherwise be providad
accordance with campus NRA Tax Specialist proced@esto #.

4. Contact théNonresident Alien Tax Specialigi determine whiclof themechanism of paymentisted
belowis most appropriate on your camparsdwhatdocumentations required forthe means of payment
1 CASHIERS: Payment goes through Financial Aids Office and appears as a credit on the student
account. (Most common means of making scholarship payrf@rngsudents
1 PAYROLL : For nonstudent scholarshipayments and limited student payments of housing stipends
(i.e. off-campus athletic housing scholarship
16
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Foreign Visitor Tax Assessment Intake Form-- University of Missouri

This form must be completed before you can receive any form of payment. All applicable questions below must be answered
The completed form must be presented with your passport and iatigrdocuments at the time of appointment.

PERSONAL / PASSPORT INFORMATION

Last or Family Name: First: Middle:

Date of Birth (month/day/year): __ /[ E-mail address:

Social Security #(Individual Taxpayer ID # if no SS#) Student #(if a UM student)

Country of citizenship: Country that issued passport:

Passport # Passport Expiration Date(month/day/year): [ |
Visa # (red number in lower right corner of stamp in passport):

ADDRESSES

U.S. Local Street Address: Foreign (home) Residence Addrégskould not be P.O. Box)

CURRENT IMMIGRATION STATUS

[1U.S. Immigrant/Permanent Resident []1F-1 Student [1H-1B Temporary Worker
[1J-2 Dependent [] Other:

[ 1J-1 Exchange Visitor--IF J1 Exchange Visitor, what category?
[]1Student [] Research Scholar [] ShortTerm Scholar [] Alien Physician  [] Other:

PRIMARY ACTIVITY DURING THIS VISIT (Choose only one)

[ ] Studying in a degree program [ ] Observing [ ] Demonstrating special skills
[ ] Studying in a nordegree program [ ] Consulting [] Clinical activities

[ ] Teaching [ ] Conducting research [ ] Temporary employment

[ 1 Lecturing [] Training [ 1 Here with spouse

What was the start date of your immigration status for the current activity? [

(In many cases, this is tliate you enterethe U.S.) month/ dayyear
What is the projected end date of your primary activity? [

(In many cases, this is the completion date on your immigration document.) month/ day/year

If you are a student, at what level do you studyv ] Undergraduate [ ] Masters [ ] Doctoral [] Other:

Describe the activity that will result in U.S. income(i.e. professor of physics, consulting, teaching assistant, food service worker,
scholarship, contest prize, etc.)

Indicate the amount of U.S. income anticipated during this calendar year. $

What University department will be providing the income?




TAX EXEMPTIONS INFORMA TION

Is your spouse in the U.S.P] Yes [] No Is your spouse employed?] Yes [ ] No

Do you havelependents in the U.S. you would like to claim exemptions fdrees [ ] No| If so, how many?

RESIDENCY VERIFICATION

What country did you live in before this visit tq the U.S.? Did you pay taxes as a resident of that country?
[1Yes []No

Did your tax residency in that country end prior to this visit to tf&.® [] Yes [] No

If yes, when? [ |/

U.S. IMMIGRATION HISTORY
If the answer to either of the questions below is yes, please complete U.S. Immigration History, Part 2.

Have you ever had another immigration status in the United States? [lYes [1No

Have you ever been present in the United States before this visit? []Yes [1No

U.S. IMMIGRATION HISTORY, Part 2
Please list an¥, J, M, or Q visa immigration activity since January 1, 1985 and all other visa immigration activity only foaghe
three calendar years.

Date of US Entry  Date of US Exit

month/daylyear __month/daylyear __Visa/lmmigration Status __J1 Subtype Primary Activity Treaty Benefits?
Y R S B B - [1Yes []No
I _ - [1Yes []No
S A B [1Yes []No
S A S S [1Yes []No
Y S S N - []1Yes []No
S A A Y [1Yes []No
S A A B [1Yes []No

| hereby certify that all of the above information is true and correct. | understand that if my status changes from ticdt whi
have indcated on the form | must submit a new Tax Assessment Intake Form.

Signature: Local Phone Number: Date:

Consent and Authorization to Release Information

l, (name) hereby authorize the University of Missouri to release information containes on the T:
Assessment Intake Form to Mdistar Technologies, Inc., P.O. Box 800 Providence Hwy, Ste 13 Norwood, MA-0806Zor the
following purpose: technical software support for THE INTERNATIONAL TAX NAVIGATOR SYSTEM.

Signature: Date
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Nonresident Alien Honoraria/Business Expense Supporting Statement
University of Missouri

Supporting Statement for Honoraria and/or Reasonable, Business Expenses Provided to a Nonresident Alien
Admitted to U.S. wittB-1, B-2, WB, or WT Immigration Status.

Purpose of this form: The Omnibus Appropriations Act of 1998 allows payment of honoraria and associated
incidental expenses, under limited circumstances, to individuals admitted to the U.S. under section
101(a)(15]B) of the Immigration and Nationality Act. The University of Missouri must obtain certain
information from an individual admitted to the U.S. with-d BB-2, WB, or WT immigration status before
payment can be made.

Instructions for honoraria payments: An individual admitted to the U.S. with aB B-2, WB, or WT

immigration status must complete and attach this form to thEn@iCheck Request (UM40) submitted to the
campus nonresident alien (NRA) tax specialist. Payment of honoraria may be suajesderal tax

withholding rate of 30% and requires completion of additional forms. Contact your campus nonresident alien
tax specialist for more information.

Instructions for reimbursement of reasonable business expenseAn individual admitted to th U.S. with a
B-2 or WT immigration status must complete and attach this form to the University of Missouri Travel Expens
Voucher (UM 11).

0AUAABO . Al A i bl AAOGA POET O 1T 0O O/Payeeds US Social Securit

Check all that apply:

| was engaged in academic activities at the University of Missouri.
These academic activities were not more than nine days in duration.

| have notaccepted an honorarium or expense reimbursement from more than five institut
within the previous six months.

(e (e (

| certify that the information contained on this form is to the best of my knowledge and belief, true and
complete.

P a y Sggoature Date

Instructions for Accounting Office. Review this form and the Travel Expense Voucher (UM 11) to determine that
payment to the payee adheredJimversity policies. Indicate your approval on the Travel Expense Voucher. Process
reimbursement of travel and incidental expenses in under the accountable plan in accounts payable. Do not process
honorarium payments in the accounts payable officdedds refer those to the campus NRA tax specialist.
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UNIVERSITY OF MISSOURI-COLUMBIA
INDEPENDENT CONTRACTOR CLASSIFICATION DOCUMENTATION

mation provided below will assist the University in determining whethier the mdlvxdual performing the services will e classified for federal; state and FICA. tax
as.an-employee or, mdependent coritractor. ‘The checklist should be:completed by University representatxve knowledgeable: about the services.to-be rendered and
responsible:for hiring orréfaining the individual. Complete Sections I, 1-and It {if hecessary).If the individual performing services is classified as: mdependent CONractor; 4
copy; of: this completed checklist “should be attached to the payment. vouchen s). In addition, please sez ‘MU. Business Policy. & Procedure Manual ‘Section.1:060. for -
additional requu'emems regardmg coritracts, for services. Ifithe mdlwdual isto be paidasan employee follow: the procedures for the hmng of anew. employee

L 2 L e Ly
(Individual's Name) (Social Security Number) (Account Number)
Department: i : £ Form Preparer: . ;i e ~
Name) (Date) {Phone No.)
Residency status for tax purposes (check onc): U.S. Citizen Resident Alien@ Non-resident Allen.
YES

M. Multiple Relationships with the University

A. Does this individual currently perform similar work for the University as an employee?
B: Is/it cinrrently expected that the University will hire this individual as an’ employee unmedxately followmg the
termination of his. or her independent contractor services? :
C. During the 12 months prior to the date on which the independent contractor services commenced d1d the individual
have an official University appointment (including temporary) and provtde the same or similar services?
D, "Does the University pay:as employees others whio perforni essentlally the same duties that are to ‘be performed by
. 'this individual?
E. Does the individual only provnde services to the Umversny of Missouri and not offer their services to the general
public as part of a trade or business?
If the answer is "No" to all questions, proceed to the questions in Section I1.
If the answer is "Yes" to any of the five questions, the individual should be classified as an employee and paid via the normal appointment

process.

00000
0;@050@%

IIl. Classification Guidelines (Complete only one of LA, IILB., or IT.C. depending on the services performed by the individual.)

A. Teacher/Lecturer/Instructor YES NO
1. Is the individual a "guest lecturer” (e.g. an individual who lectures at only a few class sessions)? @
Treat as an Goto2.

ind. contractor
2. Is the individual tcaching a course for which students will NOT receive credit toward a University degree? @

If the answer to both questions A.1. and A.2. is "YES," then treat the individual as an independent contractor.
If the answer to either of questions A.1 and A.2. is "NO," then go to question A.3.
3. In performing instructional duties, will the individual primarily use course materials that are created or

selected by the individual? Treat as an Treat as an
ind. contractor employee

1. B. Researcher

Researchers hired to perform services for a University department are presumed to be employees of the University. If, however, the researcher
is hired to perform research for a particular University professor or employee, please indicate which of the following relationships is applicable
by placing a check mark in the appropriate blank:

Relationship #1 - The individual will perform research for a University professor or employee under an arrangement #1 O Treat as an

whereby the University professor or employee serves in a supervisory capacity (i.e., the individual employee
will be working under the professor or employee).
Relationship #2 - The individual will serve in an advisory or consulting capacity with a University professor or #2 O Treat as an
employee (i.e., the individual will be working "with" the University professor or employee in independent
"collaboration between equals” type arrangement). contractor
IIL  C. Individuals Not Covered Under Sections I A. or IIL.B. YES NO
1. Will the department provide the individual with specific instructions regarding performance of the required O
work rather than rely on the individual's expertise? Treat as an Goto2.
cmployce

2. Will the University set the number of hours and/or days of the week that the individual is required to work
as opposed to allowing the individual to set own work schedule? Treatasan Treatasan
employee  independent

contractor







