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TAX MATTERS

Frequently Asked Questions

DISCLAIMER: This document is for informational purposes only, and should not be considered tax,
financial or legal advice. Consult a tax advisor to discuss your specific situation and tax obligations.

Do I need to file taxes if I am undocumented?
Yes, if you earn income that is greater than the filing tax requirement, you must file taxes. To
figure out whether you need to pay taxes, use the IRS' free Interactive Tax Assistant Tool.

When is tax season and when are tax deadlines?
Tax season takes place from January to mid-April. During this time, individuals and businesses
prepare their documents for filing taxes, which are generally due on or around April 15 of each year.

How do I file and pay taxes as an undocumented immigrant?
First, you need to have either a Social Security Number (SSN) or an Individual Taxpayer Identification
Number (ITIN). If you do not have an ITIN, visit TheDream.US" ITIN webpage to learn how to
apply for one. Next, you'll need to gather the right documents and know what tax forms to fill out.
Consult a tax advisor for further guidance.

Is it safe to file taxes as an undocumented individual?
Generally, yes. Despite a few disclosure exceptions, the IRS follows strict non-disclosure laws
prohibiting them from releasing taxpayer information to other government agencies.

Is TheDream.US scholarship taxable?

® For National Scholars: Since your scholarship is used for “qualified education expenses”
(defined by the IRS as tuition, required fees, books, supplies and/or equipment), it is not
considered taxable income and does not need to be reported on a tax return. However, if
you received additional scholarships, any scholarship money left over after covering your
“‘qualified education expenses” is considered taxable income and should be reported as
income on a tax return.

® For Opportunity Scholars: Only the amount of your scholarship that covers room and
board (and any other non-qualified education expenses) is considered taxable income
and must be reported as income on a tax return. Room and board is not considered
‘qualified education expenses” per the IRS, and therefore is taxable.

For more information on scholarships and taxes, visit the IRS' Scholarships and Grants webpage
or review the IRS’ Publication 970 — Tax Benefits for Education Guide.

Is TheDream.US stipend taxable?

If you used your stipend for “qualified education expenses” (defined by the IRS as tuition, required
fees, books, supplies and/or equipment), it is not considered taxable income and does not need to
be reported on a tax retum. However if you used some or all of your stipend to pay for anything
beyond “qualified education expenses” (non-qualifying expenses per the IRS include room and
board, travel, medical expenses, personal or family expenses, and fees, supplies, books and/or
equipment that are not required, etc.), that portion of your stipend is taxable and should be reported
as income on a tax retum.



https://www.irs.gov/help/ita/do-i-need-to-file-a-tax-return
https://www.thedream.us/current-scholars/career-success/itins/
https://www.irs.gov/government-entities/federal-state-local-governments/disclosure-laws
https://www.irs.gov/taxtopics/tc421
https://www.irs.gov/forms-pubs/about-publication-970
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Is compensation from my internship or fellowship taxable?
[t depends. If the compensation is explicitly meant to be used for “qualified education expenses”
(defined by the IRS as tuition, required fees, books, supplies and/or equipment), it generally
would not be taxable income. Compensation that can be used freely and without restrictions
is considered taxable income and should be reported as income on a tax return. Examples of
opportunities where compensation is taxable include Parker Dewey Micro-Internships, Teach
for America’s Ignite Fellowships, Dream Summer Fellowships, TheDream.US Internship
Funding Program, and TheDream.US Experiential Fellowship Program. Since taxes aren't
deducted from these opportunities’ compensation, it's recommended that individuals save 30%
to 35% of their compensation to pay taxes.

Are there tax benefits for immigrants?

Yes, there are several tax benefits available for immigrants to claim tax credits and potentially reduce
your tax liability, but you must meet all the eligibility requirements. Examples of eligible tax benefits
include the Child Tax Credit and the American Opportunity Tax Credit.

For tax purposes, am I considered a U.S. resident alien?

If you meet the substantial presence test for the calendar year, you are considered a
U.S. resident alien for tax purposes only for that tax year. Your tax residency status does not
change your immigration status. Review the I[RS' Determining an Individual's Tax
Residency Status and/or the U.S. Tax Guide for Aliens for more information. Per the IRS, an

alien is an individual who is not a U.S. Citizen.

Can I file taxes using my ITIN?

Yes! Individual Taxpayer Identification Numbers (ITIN) are specifically issued by the IRS to enable
people without a SSN to file and pay taxes. Know that an ITIN is not a SSN and does not provide
legal status nor work authorization. For more information on ITINSs, visit our ITIN website.

I recently was issued a SSN. Do I use my SSN or ITIN for tax
filing and reporting purposes?

Once you are issued a Social Security Number (SSN), your ITIN is no longer valid and should no
longer be used. Your SSN should be used for the rest of your life as it remains valid indefinitely, even
if your work authorization expires. If you've been using an ITIN previously and recently was issued

a SSN, write letters to the IRS and Social Security Administration to ensure that your tax and other
income records transfer.

I'm self-employed. How much of my income should I save to
pay for taxes?

Self-employed individuals are independent contractors, freelancers, and business owners. Unlike
employees where taxes are withheld from their income each paycheck, self-employed individuals'
income does not have taxes withheld. Because of this, self-employed individuals must estimate
how much they will owe in taxes and save (and in some cases pay quarterly estimates) accord-
ingly. Self-employed individuals must pay self-employment taxes (this consists of Social
Security and Medicare taxes), state income taxes, and federal income taxes. The percentage of
state and federal income taxes one must pay depends on the amount of their taxable income.

As a general guideline, self-employed individuals should save 30% to 35% of their income to
pay self-employment and federal income taxes (this doesn't include state income taxes). This
percentage can vary depending on several factors such as your total income, deductions,
business structure, and tax rates. Self-employed individuals should also save an additional
amount for state income taxes. State income tax rates and tax brackets vary by state. Most
states have tax agency websites that can help determine an appropriate amount to save for

taxes due.


https://www.irs.gov/credits-deductions/individuals/child-tax-credit
https://www.irs.gov/credits-deductions/individuals/aotc
https://www.irs.gov/individuals/international-taxpayers/substantial-presence-test
https://www.irs.gov/individuals/international-taxpayers/determining-an-individuals-tax-residency-status
https://www.irs.gov/forms-pubs/about-publication-519
https://www.thedream.us/current-scholars/career-success/itins/
https://www.irs.gov/businesses/small-businesses-self-employed/self-employment-tax-social-security-and-medicare-taxes
https://www.irs.gov/filing/federal-income-tax-rates-and-brackets
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I'm self-employed. How do I make quarterly tax payments?
Generally, self-employed individuals who expect to owe $1,000 or more in taxes should make
quarterly estimated tax payments to pay self-employment and income taxes. By paying taxes
quarterly, self-employed individuals can avoid paying penalties and fees at the end of the year.
Self-employed individuals earning more than $7000 annually can expect to owe $1,000 or
more in taxes. For more information on quarterly tax payments, visit the IRS’ Estimated Taxes.
Self-employed individuals must also file an annual tax return during tax season to reconcile
estimated taxes paid through the year with actual income and deductions, determining the
final tax liability.

I’'m self-employed but I made less than the standard
deduction for my filing status. Do I still need to report
my income and file a tax return?

Yes, because self-employment income requires you to pay self-employment taxes. Additionally,
the IRS requires those who are self-employed to file a tax return if their net earnings from
self-employment are $400 or more.

How do I find a tax preparer?

Review the IRS’ Choosing a Tax Professional website and consider these tips outlined by the IRS.
Beware: Though most tax preparers provide excellent services to clients, there are some tax
preparers that file fraudulent tax returns. Do your research.

Are there any FREE or low-cost tax assistance resources?

Yes, there are several free or low-cost tax preparation resources including:

® IRS Direct File- File your taxes online using the IRS' free tax filing service. Direct File allows
taxpayers to file their taxes directly with the IRS. Check first that your state participates in this
program, as not all do.

e IRS Free File- Use IRS Free File to prepare and file your federal income tax form online for
free. This program is a partnership between the IRS and tax preparation companies in the
Free File Alliance.

® Volunteer Income Tax Assistance (VITA) sites- The IRS VITA Program offers free tax help
to individuals who make $64,000 or less, have disabilities, or speak limited English. Use
the VITA Locator Tool to find local programs or ask your college faculty or staff as these
programs often partner with colleges and the local community.

e Low Income Taxpayer Clinics (LITC)- LITCs assist low-income individuals who have a tax
dispute with the IRS. Find LITC locations near you by scrolling down to the “Need legal help
with a tax issue? Find your local clinic” section. Services are provided for free or for a small fee.

What happens if I don't file and pay taxes?

Individuals who fail to file and pay taxes by the due date will owe multiple penalties and interest
on any amount of tax due. If you don't file required tax returns and pay your taxes timely, you are
disobeying tax filing obligations and federal tax laws. Not having a record of timely filed tax
returns and paid taxes could work against you should you file an immigration adjustment
application in the future. Additionally, if Congress creates a pathway to citizenship for undocumented
immigrants, filing and paying taxes would serve as proof of ‘good moral character” and document

your work history and physical presence in the United States.



https://www.irs.gov/businesses/small-businesses-self-employed/estimated-taxes
https://www.irs.gov/tax-professionals/choosing-a-tax-professional
https://www.irs.gov/taxtopics/tc254
https://directfile.irs.gov
https://www.irs.gov/filing/free-file-do-your-federal-taxes-for-free
https://www.irs.gov/e-file-providers/about-the-free-file-alliance
https://www.irs.gov/individuals/free-tax-return-preparation-for-qualifying-taxpayers
https://irs.treasury.gov/freetaxprep/
https://www.taxpayeradvocate.irs.gov/about-us/low-income-taxpayer-clinics-litc/



