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This guide provides Federal income tax informatioh

for refugees and their sponsors. Issues covered in a question and
ansver format include: (1} the tax status of refugees; (2) zhe
criteria for-declaring a refugee a dependent; (3) deductions for
contributions to refugees or organizations that support them; (U4) the
distinction betweenr resident and non-resident alien for tax purposes;
{5) tax information for refugees operating a small business; znd (6)

* general information regarding social security¥ cards, tax forums,
deduct ions, and tax eliglbility. (APH)
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© 42 1 Meed hetp in preparing my annual Federal income \ax relurns,
will IRS help me?
Answer—Yes, IRS has oHices throughout the U S where en-

ployees are available to answer your questions For yOur o -
yenience. wou may wish 1o cali the Tax informalivn rumber i ted i

your locai telephonr dare&i%

o
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Part 1—Sp0nso(é

. Queslions and Answel\s :

. General Information
1 As asponsor. { have laken nn unrglated reingee Into my lmlm: and 1
am firnishing 1he refugee wilh Food. sinfien fotting, and metton
selwlct;s. May | cialm the refugee as a dependent on my Income tax
relun *

Answe{—-li the relugee (1} ived as a member of your househoid tor
tihe entite calendar year, (2) bad grossmcome for thal yoar of less
. than $1 .009. (3) did not file 2 yoint return with is or her spouse

{untess neither is recwired 10 file aretuin except logela refurnd ol

. tax withheld), and (4} you furnished over ane-hall of the refuguees’s
1otal suppor! for the calendar year. youmay claim the refugee as a
depenQent on your Federal income tax return Nodegpendency
deduction will be aliowed unless.all four tests are nwl, For example.
if the refugee hived as a member of your housenoid for oniy 7
months of the calendaryear, nodependence deduction s dHuwed
even though the other three lesis are mel

2 Wit lf the fefugae lafelated to mo by maritagie?

Answer—1f the refugee s your father-in-law, mother-in-law, son-1a-
law. daughter-in-law, prother-melaw, o sisterin-law. the refuyee
need not be a member 0f your household to be claimedas a
dependent, providing ihe other tests hsted .0 lhe answer 1o
question 1, above are mel.

L .

3 For Federal Income tax purposes what is the slatus of a refugee?

Answer— Refugees whoare {ormalty admutted as parolecs o the
U.S. under the Immigration and Natusahization Act, are considered
rosident aliens (or Federal income tax purposes.

4 What does that mean?

Answer--For Federil income lax purposes, resident ahciins. In
general, subject 1o laxin the sane Inanner asa United States
cilizen. Thus, a resident aliga1s taxed op income denved (romall
sources, ihcluding Sources outaide tne United States, in the same
rianner as a Uniled States Cilizen Howaever, special rules apply
where an aben changes status i the COU.5€ ol atlaxyear These
rules affect the use of dependency deduclions, use of the oplional
tax tables. ant the filing of joint returns Addiliopal informaton an
this subject can be obtaincd by caling the Tax Information number
listed in your lelephone direciofy

ERI
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5 Are there any restrictions on emptoying a member of a refugee
family fn my place of business?

Answer—No. However. as an employer you should insure thal the
refugee obtains a social secunty number, which also serves as the
refugee’s laxpayer identification ndmber. Apphucations for social
security numbers (Form 58-5) can be obtamed at any Social
Security Adminislration office. Post Office, oc Internal Revenue
Service office. As withany olher employee, you should alsé see
that the refugee completes the Employee’s Withholding Allowance
Certificate {Form W-4). You should also have the refugee complele »
Form 1078, Cerilficate of Alien Claiming Residence in the United ; . '
States.

© My church has agreed lo sponsor a refugee family and has lormed '
- acommiliee to provide the family with housing, food, ¢lothing and ‘

any medical needs. Are the church members entitled lo any deduc- : - \

tions for cortributions to the church coramittee for support of lhese f L

refugees? - . -

Answar—S8ince your church is the sponsor of the family. the fair .
markelwvalue of any contributions to the church commitiee for )
supporl of the family are donations to your church in carrying oul \
its charitable activities and are deductible as part ol Ihe church .
member's itemized deductions.

7 Through a charilable resetilement agency, 1 have taken a refugee
tamily Inlo my home for a temporary period. | provide living ) .
quarters in my home for the family, and provide Ihe family with
food, clothing, and other incidentals tor which | recelve no reim-
bursement. Am | entilled fo any charitable zontribulion deduction ) .
forthese expens¢ ? . ’ :

Answer—Yes, il youilemize your deductions. Under Ihe resettle- .
ment agency’s agreement with the Unifed States Government the
reseltlementagency has assumed responsibillly for the resetlie-
ment and care of the refugees. Your oul-of-pockel expenses are
contributions for the use of the reselllement agency In suppori of
W its charitable activities. Flowever, under this arrangement the .
refugee family members would not be considered your
dependents.

-

8 If | pay the medical expenses for an unrelated refugee, may | claim
a medical expense deduction on my income tax return?

Answer—Only if the refugee qualifies as a dependent under tests s
{1) and (4} set oulin Ihe answer to question 1above and you  +
itemize your deductions, ]

o
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Are contribulions to refugees taxable to lhemn?

Answer—Ii such contnbutions are n the naturc of gifts, they are
not taxable However. on substanlial gifts, the donor may be
subjeciloa gHtiax ;
]
Under¢he auspices of a national charily, I have agreed to mainlain
arefugee high schooi sludenl in my home. Am | enlilled lo any
deduclions forthe expense of maintaining Ihis student?

Answer—~ Assunung the sludenlis neither your relalive nor your
dependent, and Ihere is a wnitlen agreemen! belween you and the
charitable organizalion, and you receive no resmbursemenl loward
the expense of mamtamning the student, you inay deduct, as an
Hemized deduchion, a chantable coninbution of up 1o $50 2 month
for each month (15 or more days) ihe slisdent 1s a lull ume student
in the twetth orlower grades. .

} have volunleered to work with refugees. Wherecan| gel helpin
answering heir lax queslions?

Angwer—Helpin answernng lax queslions can be oblained froin the
internal Revenue Service by caliing the Tax information number
issted inyour telelphone directory.

ts a food processing corporation thal donales a truckload of
canned fo0d 1o a United Slates government-sponsored refugee
“seltlemenl cenler entilled (o a deduc ion for a charitable conlri
bulion? +

AnswerYes, but only with respect to costs and expenses alinbuts

> able to the contributed property that are incurred in pnior taxable
years and What are properly reflected in openmig Inveniory {or the
year ofcontnbunon. These costs and expenses inust be removed
from opening iInventory and may not be considered part of cost of
goods sold for purposes of determining gross income for the year
of coninbution. '

o8]
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Part 2—Refugees

_Questions and Answers”

General Information

1

Whalis my lax slalus as a refugee?

If you have been formally admilled as a parolee 1o the U.8.under the
Immigralion and Naluralization Act you are considered a resident
alien for Federalincome tax purposes.

As a refugee, how do | knovs whelher | have been formally admitted
as a paroledlo lhe U.8.7

Answer— Check your 1-94, Arnival and Oeparture Card, which you.
were Qiven when you entered the U S The card will shuw whethr
you have been formally admitted into the U S asa parolee (The
1-94 should be attached lo your passport § -

My tormal admission as a refugee has nol yel been approved by the
Immigration and Naluralizalion Service. White ! am wailing for
formal approval, whal is my lax sfalus?

Answer — Genesally. unlil you are formally adnutted intu the U $ as
a parolee under the Immigration and Naturalization Acl you use
considered a nonresident ahen lor Federal income 1ax purpusis

Whatis a nonresident alien?

Answer—In general, a nonresident alien 15 semeone whuse stay 1
the U S 15 hauted by the lmmugralion and Natusalizabon Setviee
However. under cerlain SHeumsiances, an alien whosc slay i
Limited by INS may be treated as a resident alen For more
information please contact the Inlernal Revenuy Service by callig
the Tax Informalion number hsted in your tulephone directory

For Federal income lax purposes are nonresidents lreated any
diflerenlly than resudentahens"

Answer—Yes On certmn income the rate uf tax 1or nomessdent
anens 1S dillerent than the rateol tax 1or res)dents Also.
nonresident aliens are generally only subjecllotaxontherU S
source ncome white resident aliens are subject to 1ax pn Ligwr
worldwide income

For more specihC informdlion on the tax status of nonrgsidunl
aliens you should contact the Internal Revende Service by calling
the Tax Inlormalion number hsted’in your tulephone duectory

Note—The following questions and answers apply only to residen
aliens and cerain nonresideni aliens who are married 1o either a
LS. citizen 0 resident alien and have agreed to be {reated as U.S.
resident aliens and be subjectio lax on their worldwide income,




Q
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6 What is aresident alien?

Answer  Aresidenl ahien s one whmntendb Lo establish residence
in the Umited Slates and. in generat. s subject 1o 1ax i e sarne
manner as a Unled Stales crtizen

7 Whattaxes am | fiable for?

Answer—The principal'Federal [axes 101 which you inay be liabie
are Federal income and social security taxes Addiivnally.you inay
beliable lor a vanely of slale and local taxes. whicn may mnclude
INCOME 1axes. sales and Use taxes. and properly taxes

B whalare lhese taxes used for and now are lhey collecled?

Answer—Federal income laxes provide operaling lunds (o vanous
programs and services furmished by Ihe Féderal Government The

- pnncipal way ol collecting income tax on indmiduals 1s frum
wilhholding on wages Social secunly taxes are umposed un wages
and earnings from sell-employment and are used lo pay pension
benelits upon your relirement They are also used 'o pay dealh a
drsability beneiils o Lhe taxpayer. spousee or dependoent chiidren
These taxes are withheld from wagesn 2 nanner smular to he way,
ncome laxes are withheld ) ’

9 Are wages the only Income subjecl to Federal income and social
security taxes?

Answer-~No, a resiaent alien. Itke a citizen of the Umited States. s
taxed on income Irom all sources. inCluding income Irom suurces
oulside lhe U S However.{or 1981 social secunly taxes gencially
apply to orly the lirsl $29.700 of »ages or earnungs from seif-
employmenl .

10 How does wilhholding of Federal income and social secunly taxes

,“-ﬁ.

work?

Answor— Flrst you will need a social secwny number. which also
serves as your E xpayer idenhficalionfiamber. The Social Secunty
Administration‘uses Lhis number throughoul your working life lo
keep & record 0l all your earmings on which you pay social secunty
taxes lhal count toward old-age and survivors insurdarnce. The ¢
Internal Revenue Service uses this number as youwr Laxpayer
idenbfrcation nurnber. and il must appear on every lax reium.
slatement. or other document required 1o be filed with the Internai
Revenue Service Using your social secunly number, your
employer repoils and pays (o the Inlernal Revenue Service the
amounls of income and social secunty taxes thal are required Lo be
wilhheld {rom your wages Yourindividual sotial secunty number
wsures thal you are given proper credil tor the social secunly gnd
mncome laxes withheld {rom your wages

L3
«
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11 Where do | geta soctal securily number?

Answer—Applicabions for S04 sectinity numbers {Form $5-5) can
be obtained at any Social Secunty Adimmistration ofice. Pust
Office or Internal Revenue Service oifice Instructions for
completing the apphication are contained on the Form. and it
should be filed with the nearest Social Secunty ollice Alter . -
pracessing this form. which establishes your socitl sgeunty
accolnl number, the Social Secunty Adnumstrabivt will inadl you o
f _ card indicating your social secunly account nuimber.

.

- 12 Whatis this card used for? :

. Ansyer—This card should be shown to yuur einpluyer to enabie
the employel to record your naine and number jur t as they appear {
onthe card The employer needs this infornation to regort to ne
Internzal Revenue Service the atnount of incomv and sucial Secunty
laxes withheld from your wages Youremployer vall use this
* number when reporting Lo the governmenl any micome or 5044l
secunty taxes wilhheld [rom your wages The use of your souial

% secunty number insures thal you receive proper credit for any "
income and s0C1El secunly taxes wnhhe!_d from your wages -

13 In conneclion with employment, are there any other forms Ihal
musl be completed for Federal tax purposes?

Answer— When you are lirst emiployed, you maost complete an
Employee’s Wilhh olding Allowance Certilicate, (Form W--) Thas
form wilt be furmshed by your employer. You miay also hile Form
1078. Certilicate of Aén Claim.ng Residence 1 the United States,

- which can be obtaincd by calling the Tax Inlunndhun nuinbet Listed
in the telephone directory. a

14 Whal are \hese forms used 1or?

Answer—Since the Federal income 1ax Systein operatys un a pay-

as-you-go basis, anemployer must wilhhold incouie tax from eath

employee’s pay in each pay penod The amount ol lax to be

withheld 1s based on the number of withholding allowances

claimed by the employee Thetolal number Of withh olding

allowances thal may be ctinmed s based onallowan<es for

-t dependeénis, lax credus, emized deduchions, and alsuony. The
FormW-41s used 10 igure the number of withholding aliowances
an employee may claim. and 10 claim these allowances Tne Formn
W-4 15 also used by an individual who expects no tax Lidbility for the
currenl year and who incurred noO tax habilily in thy previous yeor to
clann exemphon from withholding. The Form 1078 shows your

“employer that you are a resident ahen

15 whal does the employer do with the money withheld for Federal

income and social secutity taxes?

Answer-—The employer js required lo turn these fundé over to the
‘ Federal Government Additionally, tne employer is required tu sernl

. - 7
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you shortly aber the end of the year, a Wage and Tuax Siatement
{(Form W 2) 1hal provides a record of the wages you were paid. the
amount of Federal incone Llax withhield, and the amount of s0 1l
secufity tax withheld

16 Whal do 1 do wilh the W-21 receive lrom my employer?

Answer-- This form proveles you with sBuridlion you st e to
complete yourincome tax seturn You must attach acopy bl thy
W-210 your tax reiurn when itis fifed

17 Under whal circumslances am | required 10 fije a Federal inc ome
laxreturn?

Answer—In genesal you smust e & returmalf
1 You are asingle taxpaye runder age (5 and have gross inco, e for
the yeer of $3,300 or more i you are G5 orolder, the tequitemeit i
$4.300

2) Y ou and your spouse are under 65, ate eligable to file o joimt returm,
and have combined gross inCoine for the year ol $5 100 or more If
one of you s 65 or vider, he requirement 15 $6 400 U both ane € oy
otder the requirement 1s $7,400
3) Youasc amarmed porson and your spowse Tiles o Sepdtate teturs or
youare notehgible to hite joinlly, and you have.gross income for .
year of $1,000 or more
4} Youreceswved tips frum which sotial securdy faxes were 1o astine 1
even i your gross sncome tur the ye.ai was ic-s than the abuve 3
amounts é
i 5) You were 1 business ior yourself and had net carrungs (or the yea :
Trom thas self-employment of $400 or more ]
6} Yourecewed uncarned incorne of $1.000 or more and ¢.an i 3
claimed as a depeondent on another person s tax return ]
7) Yousecewed any advance payments of eaned Income oredit from

your employer. aven though you ate niot required 10 hle o teturn
undger i-Babove

. 8) Youmustalso le & returni1o obtain a refund of any Laxes withnn i
eventhough you aredot ieguired 1o tde g retusn unden 1-F abose

16 Whatisaointretum and are there any advantages to iting one”

Answer - Aot relurn includes all the income, exempuons, and
deduchions of botlhusband and wife, and may zesull i alowoer
1ofal fax Agpwnt retumn may o ed everod one of 1h spoyses bl
no nCome or dedagtions

19 When and where must 1 file a Federal income tax relurn?
Aagwver  The due date for fiing your Federab income lax returns
nutmaly Agni 1H of the year fu lowing the calendar yeas imvonaed
The teture 15 hile d i aucordance with the instructioins st fu, :
fritmagu

€)
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. 20 Whal's the purpose ol social securily taxes?

Answer - Douial secunity laxes quinto o special fund ardnpiistened 7
by the Sodl Securnty Admuustiation These taxes are credited fo
your accound and skl provide retiiement benelis tu you wb e you
reach retrement age, or disability benctits oo the event you sy
disabled and unable lo work O to Feactnny retirgnwent age

sooal secunity al-g provides begelits to your spouse and Ji oo

ent chtdren after your death

21 Why does the governmenl require wilthholding of taxes from
wages?

Answer —1he Federahincome tax systems based ot a pay 4. you-
go plan Lach pay penod, anamodust s degui ted 11om yout
paycheck so that at the end of tho year the inigome tax withbel
approxumates the total amount vitax you owe Thus your T
Ay s pad Ly a nuoaber of relatively inodestinsialbine il ratie
than by one large payment due at the end of the tax year

22 When{ lell my native country. | was able 1o salvage some pe r.ona!
possessions [hal | sold afler reaching the United Stales Wit be
taxed on this sale?

Answer  The sale s taxable of the aniogee you tecened wnte oy
SO THE tes exceedud your Cust 0f uther bdsis i thetn

23 When | left my nalive counlry, | was forced 1o lzave behund mmy
personal residence and soime of my personatl belongings. Ara |
enlilled to any lax deduclion for these losses?

Answer —NO

24 1l ldepositmoney that | brought lvom my nalive country in 3
savings accounl in a Uniled Stales bank, will | be taxed on the
interestincome lrom the accounl?

Answer—Yes, mleresthimncome must be ingladed aspan ot
income oh your (ax return « $

25 A wadowed parent, under 65 years ol age, and eldc st chad work and
support Ihtee other children of the family. How many exemplions
are the parentand eldes| chitd enlitled 10 and who should claim the
exemphions?

Answer -- Both the parent and the eldestchad are entithed 1o then
own petsonal gxemption on their separatsly bled retueos T din
vho providus over 50 pereeat of the support of the Wiree sy
worlung chitdien s entitied to dupendency deduclions o the

By chiidren However, d neithier of the working fanuly mginbers
individually furnished over half the cependents total suppurt, but
each turmshed vver 10 percent of such support, they may o with
the other pesson of persons Turnistiusg the reinamder of the

LR
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26

27

28

29

30

31

32

10

suppurl fand gualifying to clain the dependency excinplion,
exiept for turnishing vver half the support). in agreeing on whut h
wae Of them shall Clann the exemptions by ilng Form 2120,
Multipie Support Agreement Under certam circumslanc s, uny vl

- the {anuly miay bg entitied to e ds head ol household

Whatis a head ol house hold. and are there arv any advanlages to
hling as such?

Answer -Ingeneral.in order to gualify as head v household, a
taxpayer must be either a United States citizen ur areswdent aliwn
tor 1he enlue tax year, must be unmarned or legally s¢pardted
unJder a dec e of divorce or separcate inainténance on e last Jay
of the tax year or be marned o sumaone who was a nontesident
ahen at sormetume dunng the year, éad must have furmsshod ovet
half the cost of maintaining 3 househvld for the entire year for al
least one relative olher than a spowse Head of housvhold 1aa rales
guncrally fall between the higher tax rates for single taxpayei s and
the lower 1ax rates for mamed persons iy joint returns

Is suppori money received from lamity members lving outside the
Uniled Slates laxable to refugees living in the Uniled Slates?

Answer -No

Is money sent lorelat ves slill iving outside the U.5. deductible lor
inceme lax purposes”?

Answer- No

Is money givenlo anolher as a gifl laxable?

Answer-—To the rewipient. no Huwever, on substanbial gifls the
donor may be subject 10 a gifi tax

Can a working paren! ¢claim nunor chitdren as dependents? The
other parent, an alien, did nol come | o Lhe United States.

Answer—Yes, providing that the working parent turmisties ovetr
one-half of the support o e Imor childeen Addiionally Jepead-
ing on the mantal status e wurkng paenl may alo b ehgible to
fabes s head Of househiold

I am single and go lo ¢ oflege. Musi | file a fax refurn?

Answer  Younust file anincome tax returmaf your gioss incoma 1s
$3 300 ot mure M yuu are ehigpble to be clammed as a depandent of
anvther taxpayer and had une arned mome of $1.000 or more you
st Be aiincome tax return

»* Te educationat expenses deductibte? o

Answer- Geoerally, educahivnal expenses are R0t deduchble
Howeveraf the educational expenses are incurred 10 meet (o

-




I

N express requirements of your employer ur 1he redquiremenits of law
or regulations, for keeping your salary. sidtys, of employmenl, and
i the requirements impaosed serve a bona hide DusIness putpose: o
sucn educational expenses mantaim or inpros e skilis requied in
performing the duties of your present empluyment ur other lade O
business, they are dedugtibie

33 1s there a lax on United Siales currency broughl inlo the U.S from
aloreign counlry?

Answer—No

Tax tn’drmation on Operating a Small Business

34 Iidecide to open a small business will | have any tax obligations?

Answer - Yes, every person engaged in a busioess achivity 1o
atfected by the Federal laxlaws Your primary obliyauuns will by to
mamtarn adequalte books and re¢ords for the business The recurds
mustbe sullicientenough to show the gross ncome from the:

by aftess and all expenses of the businuess You wali use the recun fs
1o cuompute now much tax you must pay

35 Whal laxes vall Lhave lo pay?

Arsswi e YOou will bave to pay income lax on the net profits from
the business and you will also have to pay seif-employment (scuial
securty) 1ax Inaddivon, i you hire emiployees o woth for yout
puLIness you wili be hable for the employer share of FICA

e doyre social scounty) tax, and for Federal Unemployino it Tax
Alsg. depe nding on the type of business. you may have o pay
cerlain Federal excise taxes and possibly state and lugal sales and
frropety laxes

36 1do plan 1o hire some employees for Ihe business. Can you letl me
more about what | should do as an employer?

Answer  Fust, you will need an Empluyer tdentficahion Nuniboer
(LIN) Tu gol the number, ask any JRS Oflice: uf Soclal Secunity
uffice tor an application, Form $$-4 Send 11 v the IRS Servaere
Centertor your state The addeess for the Scivice Conter may be
obtained by calhng the Tax Information Number ksted aiyour (00 a)
telephone directory While you are warting for your nursbuer, contact
the IRS and tell them that you are planning 10 epen a business and
tre cmployees The persan that you talk with wall ask you a few
Quesuons about the business and then will put tugether a special
package ot information pubhications and §orns to help you Ong of
the publcations wll be the Employer s Tax Guide {Circ ular €}

The Cirgutar E will gave you complete inforination concerning your
responsibiities as an employer In addibion to having the with-

1
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holding tables 10 show you how much tax 10 withhold fion cach
employee’s pay Check. the Circular € will provide you with
nsleuclions On how 1o prepare the Siffceent tax futms you vall (e
required to file The ot will alsO have a copy of Puushcation 3349, Tux
Guide lor Small Business, which has coimplete mformiation on the
tax aspects of running a business

37 What are some of the tax forms ) will have to file?

Answer —AS an employer you wili have o Lle Form 941, wiuchs

the quarterly 106 10 report the withheld incotue aid the FICA v
taxes Also. Form 940, which s the annuat Federal Unemploymunt :
Tax return Some ol the forms that you will have to hle as a seli-

employed business person are Schedule C (Form 10404 whieh s

used to reporttotalincome and claim all ot the expenses 0f the .
business and Schedule$E. 1o compute Your own self-emipluymeint "
(social securnity) tax Youmay also have to iile Form 1040E5 10

estimate your income and self-employment aa habiity and make

quarterly paymenis of tax 10 meet that habihily

38 Instead of estimating my taxes and paying them quatterly, can't)
just withhold the income and FICA tax every payday like | will for
my other employees?

Answer—NG As a self-cmployed business PeISON, your mcuimd is
the aclual profit from the businiess, and even  you fake moncy pul
of the business Youdo not pay youisell wages The muney yuu 1ake
out®™ the businessis consigered a "draw” agaunsl Ihe peodis

36 Once | get the publications and my Employer identihcation g
Number, where can 190 if | need more help in understanditig imy ¥
responsibilities? B

Answer—Contact your IRS office Ancmpluyee will sit duwn aith
yOu. at your convemence. and pxplan your respunsibalime s and e
necessary actions you will have to take

40 1sthere any place | can go 1o learn about setting up my business?

Answer - Yes Every IRS oflice sponsars fred tax Clune s for snall
busniess persgns People who attend the Cline are shiasw i how o
ket Dooks and $rconds how o recoginze ditfere st tax benehity
they are entitled 1o, o to wathibold taxes fromempiuyees vage.,
afilf how t prepare the diflesent 1ax forns that they are ey o
H1T

-

- Ak

41 How do I‘nnd cutwhen a Small Business [ax Climie will bo held in
my area? .

Answer  Callthe IKS Taxlnfunnahion number They wall el yuu
when a Cinie s bewng held and send you the foims to regqistet for it

e
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