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Graduate Assistant Taxation Questions and Answers 

Graduate Employees Organization, AFT local 6297, AFL-CIO 

 

What is going on? Why did some GAs receive paychecks for $0 in Fall 2010? 

 

Last fall, more than 100 GAs at UIC received significantly reduced paychecks, and many received 

paychecks for $0. This happened at least twice during the semester, and in some cases, three times. 

 

Paychecks were decreased because UIC began tax withholding on the value of tuition and service fee 

waivers that GAs receive as a condition of their employment.1 Because of a long-standing exemption, 

the first $5250 worth of the tuition waiver is tax free, while the balance of the value is taxable.  The IRS 

classifies GA tuition waivers as a fringe benefit, their value is subject to a 25% federal tax rate, and a 5% 

state tax rate, meaning that GAs face a potential tax liability of about 30% of the value of their tuition 

waiver above $5250. 

 

For example, if an out of state GA takes 11 credits during spring semester, the value of her tuition 

waiver for one semester would be $7237.2 The first $5250 of that value would be tax exempt, meaning 

that the GA would be liable to pay tax on $1987. With a tax rate of about 30%, the GA’s tax liability for 

one semester would amount to about $600. 

 

In the fall semester, things are worse for the GA. Since the $5250 exemption is for the entire tax year, 

the GA would owe tax on the entire $7237 value of the tuition waiver in the fall. That would means the 

GA would be liable for more than $2100 in tax withholding in the fall. 

 

UIC unilaterally decided to withhold the tax over just two paychecks, resulting in many GAs getting 

significantly reduced paychecks, with some being as low as $0 two months in a row. One way to mitigate 

the impact of this withholding is to withhold the required tax over a longer period. When GEO members 

were surveyed, this was the top solution proposed, and GEO is presently (as of March 2011) at the 

bargaining table with the university to negotiate over this matter. 

 

I’ve been at UIC for a while, and never been subject to this withholding before. What changed? 

 

UIC has stated that has been no policy change. 

 

In reality, GEO has learned of several factors that contributed to a change which caused many more GAs 

to suffer withholding in the Fall than at any time since 2003. 

 

                                                           
1
 Throughout this FAQ, we will refer to the tuition and service fee waiver as a tuition waiver only. 

2
 http://www.uic.edu/depts/oar/grad/tuition_grad/tuition_grad_fal10_spr11.html 
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First, we learned that although the Payroll office distributed exemption forms that seemed to indicate 

that GAs could be exempt from tax if they were completed, the reality was that Payroll was making their 

own determination about who was eligible for exemption from the tax. When Payroll made those 

determinations, they determined that almost nobody was eligible for the full exemption (all GAs remain 

eligible for, and receive, the $5250 exemption). The form that many GAs completed was effectively 

discarded or ignored by Payroll, but GAs were given the impression that completing the form would 

exempt them from taxation. 

 

Second, we learned that UIC is currently being audited by the IRS. Because the IRS is breathing down 

their necks, UIC has reviewed all of their taxation policies and practices in order to bring them into 

closer compliance with IRS rules and regulations. 

 

Third, independent of UIC, the IRS has recently issued opinions that GAs are not eligible for exemption 

from taxation on the value of their tuition waiver. These opinions came out in summer 2010, and 

constitute the official IRS policy on withholding on the value of waivers for GAs. These opinions, and 

especially the one issued in Summer 2010, are very clear that GAs are liable for tax on the value of their 

tuition waivers.3 

 

Finally, the University of Illinois has stated that a “programming error” caused tax not to be withheld 

from most GAs from 2003 through Summer 2010. According to the university, when that error was 

corrected, many GAs who had never seen tax withheld on the value of their waivers began to see that 

tax withheld. 

What is GEO doing about this situation? 

 

GEO has consulted with our CPA firm, the Illinois Federation of Teachers tax lawyer, and the American 

Federation of Teachers tax lawyers. Each of these three professionals has confirmed that UIC is correct 

to withhold tax on the value of tuition waivers.4 

 

In December, GEO filed a Demand to Bargain with the university over the implementation of 

withholding on the value of tuition waivers. Although the three tax professionals we consulted 

confirmed that we cannot demand the university cease withholding, GEO does have the right to bargain 

over the implementation of that withholding. In other words: over what period will the tax be withheld; 

what communications will be distributed to GAs; how can we make sure GA questions about this are 

answered in a timely and professional manner? 

 

But being notified that you may receive a $0 paycheck is not enough. To help fix the real problem, GEO 

has proposed that the University of Illinois assess GAs tuition as if they were in-state students.  

                                                           
3
 http://www.uic-geo.net/sites/all/files/IRS_Tax_Memo.pdf 

4
 See a memo from one of our tax experts: http://www.uic-

geo.net/sites/all/files/Graduate_Employee_Withholding.pdf 
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We are not requesting a change in residency status, since that would require changing state law. 

Instead, we are requesting that GAs be assessed tuition as if they are in-state students. In the example 

above, such a change would reduce total yearly tax liability from about $2600 to less than $400. 

 

UIC already assesses some employees who are not residents of the state of Illinois in-state tuition. Civil 

service employees who live in Wisconsin or Indiana but work for the university and receive tuition 

waivers as a condition of their employment are already assessed in-state tuition. 

 

GEO believes that the same rule should extend to GAs. 

How do I know exactly how much will be taken out of my paycheck? 

 

It depends on your personal tax situation. GAs get one $5250 exemption per calendar year. Generally, 

any tuition waiver value above that will be taxed at a rate of approximately 30%. Visit the UIC graduate 

tuition page to determine the approximate value of your tuition waiver: 

http://www.uic.edu/depts/oar/grad/tuition_grad/tuition_grad_fal10_spr11.html 

Who do I talk to in order to find out when/if this taxation will apply to me? 

 

You can email the University of Illinois Payroll office at payinq@uillinois.edu. You can also call Payroll at 

312-996-7200. 

 

If you cannot get satisfaction from them, you can also contact GEO at geo@uic-geo.net or 312-733-

9641. We can help you more quickly if you have your appointment letter and a few pay stubs available 

for us to look at. 

 

Will UIC provide emergency assistance to GAs? 

 

Because of GEO members sending emails and making phone calls to University of Illinois President 

Michael Hogan, UIC has implemented a new emergency grant program. This program will help make up 

for pay lost due to withholding on the value of tuition waivers in Spring 2011. We do not expect that the 

program will continue into next fall, when it may be needed the most. In Spring 2010, about 20 GAs 

received paychecks between $0 and $500. In Fall 2010, at least 80 GAs received checks for $0, and many 

more got paid less than $500. 

How do I apply for a UIC emergency assistance grant? 

 

Visit the Graduate College webpage and complete an application for a grant: 

http://grad.uic.edu/cms/?pid=1000948 

How long will the UIC grants for GAs be available? 

 

We don’t know. UIUC has long had an emergency grant program that gave up to $500 grants to 

http://www.uic.edu/depts/oar/grad/tuition_grad/tuition_grad_fal10_spr11.html
http://grad.uic.edu/cms/?pid=1000948
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graduate employees suffering financial emergencies. When faced with the new tuition waiver taxation 

issue, UIUC expanded their grant program by temporarily increasing the maximum grant amount. 

 

UIC has had no such program in the past, but due to GEO members letters and phone calls, were forced 

to create one. We hope that the university will continue to extend this important financial assistance to 

graduate employees at UIC. 

 

When is a student able to apply for a change in residency to be considered in state and pay in state 

tuition? How do I apply for a residency change? 

 

To become a resident of the state of Illinois, one must live in the state for 12 months before enrolling in 

classes at the University of Illinois. If you are a student at UIC for six years, even if you vote in Illinois, pay 

taxes in the state, and are a resident for every other purpose, the University of Illinois does not consider 

you a resident for tuition purposes. International students can never gain in-state residency, unless they 

file for permanent residency.  

 

Because it is generally impossible for GAs to seek a residency change, GEO seeks to extend the rule that 

applies to civil servants who do not have in-state residency but are assessed tuition at an in-state rate, 

to GAs. The University already extends this benefit to some employees who are not residents, and they 

should do the same for GAs. 

 

Why are TAs and RAs not subject to tax withholding on the value of their tuition waivers? 

 

Under IRS Code 117, graduate employees with teaching or research duties receive their own separate 

exemption. 

 

I’m a GA, but can’t I just be reclassified as an RA or TA to avoid this withholding? 

 

Since withholding on the value of tuition waivers is based on job duties rather than job title, it is unlikely 

that being reclassified as a TA or RA would exempt you from tax. If you believe that your job duties are 

not accurately reflected by your job title, contact GEO at geo@uic-geo.net or 312-733-9641. 

 

What IRS codes apply to our situation? 

 

IRC 117 

IRC 127 

IRC 132(d) 

Why were GAs on the Champaign-Urbana campus unaffected last Fall? 

 

The university has stated that GAs at the Champaign-Urbana campus were unaffected last Fall due to a 

second “programming error.” The error has now been corrected, and downstate GAs will be subject to 

mailto:geo@uic-geo.net
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the same withholding that Chicago GAs have  been suffering from since Fall 2010. 

 

What can I do to help? 

 

Our campaign for fair taxation of GAs cannot end at the bargaining table. You can get involved and help 

with lobbying through our state and national affiliates, the IFT and AFT. GEO members speaking directly 

to their elected officials can make a big difference, and we plan to work with our downstate sister union, 

UIUC GEO, on lobbying. 

You can also help with organizing. Talk to your colleagues about this issue, explain why it is important to 

you, and ask them to become involved in their union so that we can all work to change this unfair tax 

situation. 

What if I have more questions? 

Call or email us at geo@uic-geo.net or 312-733-9641. GEO leaders and staff have helped scores of GAs 

navigate this difficult situation, and although we cannot offer tax advice, we would be happy to talk with 

you about your individual situation. 

 

 

Nothing in this document is tax advice. For advice about your individual tax 

situation, please consult a licensed tax professional. 

mailto:geo@uic-geo.net

