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Sts, may submit comments electronically vi
re- the internet by selecting th&dx Regs”
vel- option on the IRS Home Page, or by su
mitting comments directly to the IRS in
ted ternet site at http://ww.irs.ustreas.gov/
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ing will publish the time and date of the puk
Sts lic hearing and the locations of any vide
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Paperwork ReductimAct

1@ SUMMARY: This document contains The collection of information con-
_ proposed regulations relating to the Hopgyjned in this notice of proposed rulemal
INScholarship Credit and the Lifetimeing has been submitted to thdfide of

) Learning Credit in section 250f the In- Management and Budget for review in a

-ternal Revenue CodeThese proposed . qance with the Paperwork Reductic

1€ regulations provide guidance to |nd|V|du-Act of 1995 (44 U.S.C. 3507(d)). Com

'0 als who may claim the Hope SChOI"jlrShi'Pnents on the collection of informatior

Credit or the Lifetime Learning Credit forShould be sent to theffice of Manage-

a- ' i 2
certain pqstsecondary educational exment and Budget Attn: Desk Gficer for
penses This document also announce

ofhat a public hearing will be held on ihdhe Department of tTreasuy, Office of

! afroposed regulations upon request anlalfoLmatlon and ;egmatg?ffalrs’
Ntthat persons outsidedhVashington, DC, Washington, DC 0503'_W't copies t
- area who wish to testify at the herclrinésge'memaI Revenue ServiceAttn: IRS

1 may request that the IRS videoconferenc@€POrts Clearance OfficeOP:FS:P
hshe hearing to their sites. Washington, DC 20224. Comments c

n- the collection of information should be re
in-DATES Written or electronically gener- ceived by March 8, 1999. Comments a
jorated comments must be receivgdApril  specifically requested concerning:



Whether the proposed collection of in-97)) added section Z5to the Internal payer may claim a nonrefundable educa-
formation is necessary for the proper peiRevenue Code to provide the Hope Schotion credit equal to the total of the Hope
formance of the functions of the Internafrship Credit and the Lifetime LearningScholarship Credit and the Lifetime
Revenue Service, including whether th&redit (education credits). In general, theearning Credit allowed for the taxpaye
information will have practical utility; Hope Scholarship Credit and the Lifetimehe taxpaygs spouse, and any claimed

The accuracy of the estimated burdeh€arning Credit allow taxpayers to claimdependents An education credit in ex-
associated with the proposed collection ¢ nonrefundable credit againgt theidfe cess of a taxpayes tax liability for Fhe
information (see below); eral income taxes for certain postse taxable year can not be refundeks with

How the qualiy, utility, and clarity of ondary educational expenses. Qn Nather personal credits, sectionAR8oes
the information to be collected may be en\_/ember 17, 1997, the IRS publishedhot z_allow a c_arryforward of an unused ed-
hanced: Not|ce 97-60 (1_997—46 I.R.B. 8_) to proucat!qn credit or a carryforward of excess

How the burden of complying with thev'd? gener_al gu@ance on the hlgh,er edwualified expenses. _ _

. . . cation tax incentives enacteyg BRA '97, The proposed regulations provide rules
proposed collection of information may. . . . o
be minimized. including throuah themcludmg the Hope Scholarship Crediffor the coordination of the Hope Scholar-
licati f ' tomat dg llecti g ¢ hand the Lifetime Learning CreditThis ship Credit and the Lifetime Learning
appiication z a: oma ef. ?O ection ech'document contains proposed amendmen®redit The proposed regulations provide
mques'or other forms of information techy, e |ncore Tax Regulations (26 CFR that, in the same taxable yea taxpayer
nology; and , part 1) to provide detailed guidance on thmay claim a Hope Scholarship Credit for

Estimates of capital or start-up costs andyycation credits in section 25A. each eligible studerst qualified tuition
costs of operation, maintenance, ané-pu  TRA '97 also added section 6050S tand related expenses and a Lifetime
chase of services to provide information. the Code, which requires eligible educakearning Credit for one or more other stu-

The collection of information in this tional institutions to file information re- dents qualified tuition and related ex-
proposed regulation is in 81.25A-1(d}urns to assist taxpayer and the IRS in dpenses The regulations provide that a
and (f) Taxpayers must elect to claim artermining the education credit thattaxpayer may claim either the Hope
education credit by attaching Form 8863axpayers may claim under section 25AScholarship Credit or the Lifetime Learn-
“Education Credits (Hope and LifetimeThe IRS has published several notices oug Credit, but not both, for the qualified
Learning Credits),” to a timely filed (in- lining the limited information returns thattuition and related expenses of the same
cluding extensions) federal income tax reare required for 1998 and 1999. On Destudent in the same taxable yeA Hope
turn for the taxable year in which a credicember 22, 1997, the IRS published-N Scholarship Credit may be claimed for the
is claimed This collection of information tice 97—73 (1997-51 |.R.B. 16), which dequalified tuition and related expenses (up
is required in order for a taxpayer to elecéCribes the information that must beo a specified limit described below) of
to claim an education credifThis infor- reported for 1998. On September 8, 1998ach eligible student The Lifetime
mation will be used to carry out the interfhe IRS published Notice 98-46 (1998.—3ﬁearning Credit may be qlgimed_ .for the
nal revenue lawsThe likely respondents I.R.B. .21), which e_xtends the applicatioraggregate amount of qualified tullt_|on an
are individuals. of Notice 97-73 to information returns rerelated expenses (up to a specified limit

The reporting burden contained irfuired under section 6050S for 1999. Fidescribed below) of those _student; f_or
§1.25A-1(d) and (f) is reflected in ther_1al|y, on D_ecember 7, 1998, the IRS pubwh_om no Hope Scholarship Credit is
burden of Form 8863, “Education Credit:!'sr:‘_eﬁ Not'j(_:]f 38;]59 (1998__49N|'R'B' 1t§5)plac|:med_. ith the | limitati
(Hope and Lifetime Learning Credits),”"V |c_d_mo r|1|e t el_t\/\_/t(:I pnc()jr o'qcesI Oy ons_|:stegz_»\é‘vtj t k? income ugnauorrs
and Form 1040, “U.S. Individual IncomeProviding that an eligible e u_catlona_ln-|_n sectlon_ (d), the proposed regula-
» stitution is not required to file informationtions provide that the education credit al-
Tax Return. t der section 6050 for 1998 dowed is phased out for t ith

An agency may not conduct or sponsore urns under section ¢ ) or pwed is phased out for taxpayers wi
and a person is not required to respond t(1)999 with respect to either: (1) studentmodified adjusted gross income between

' . . .. Who are enrolled during the year only ir540,000 and $50,000 ($80,000 and
a collection of information unless it<li : . . -
. . courses for which the student receives 100,000 for taxpayers filing a joine-r
plays a valid control number assigned bg . : : L
: cademic credit from the educational institurn) for the taxable yea For taxable
the (fice of Management and Budget. S . : L
. tution; or (2) nonresident alien studentsyears beginning after 2001, these amounts
Books or records relating to a collec- X : . ;
tion of information must be retained a unless requested to do so by the studemtill be adjusted for inflation. Based on
| thei tent b >The IRS and th Treasury Department in- the definition in section 25A(d)(3), the
ontg _als_ tilr C;Jn_e_ntst_mayf €COMEand to issue separate regulations on tmegulations definemodified adjusted
:na elrla n elz nc1;|n|s ra |otn 0 a:ny N information reporting required under secgross incore as the adjusted gross in-
er(r;a revenue % f engray, axre ufrgs tion 6050S for years after 1999. come (as defined in section 62) of the tax-
and tax return information are confiden- payer for the taxable year increased by

tial, as required by 26 U.S.C. 6103. Explanation of Povisions any amount excluded from gross income
Backgound 1. Calculation of Education dit and ~ Under section®L, 931, or 933 (relating to
General Eligibility Requiements income earned abroad or from certain
The Taxpayer RelieAct of 1997 (Pub- U.S. possessions or Puerto Ricd)he

lic Law 105-34 (@11 Stat. 788) (TRA  Under the proposed regulations, a taxamount of an otherwise allowable educa-
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tion credit for a taxable year that is-r tion means a college, univergjtvoca- the regulations provide that, in general,
duced solely by reason of the modifiedional school, or other postsecondary edwualified tuition and related expenses in-
adjusted gross income limitation can notational institution that: (1) is describectlude nonacademic fees (fees rgfeal by
be carried forward and claimed in a subi section 481 of the Higher Educatioran eligible educational institution that are
sequent taxable yea Act of 1965 (HEA) (20 U.S.C. 1088) as innot used directly fig or allocated to, an
Consistent with the requirements ireffect cnAugust 5, 1997 (generally all ac-academic course of study) only if the fees
section 25A(e)(1), the proposed regulasredited public, nonprofit, and proprietarymust be paid to the eligible educational
tions provide that a taxpayer must elect tpostsecondary institutions); and (2)rpa institution for the enrollment or atte
claim the education creditThe election ticipates in a federal student financial aidiance of the student at the institution.
must be made by attaching Form 8863rogram under titleV of the HEA (20 Howeve, based on the legislative his-
“Education Credits (Hope and LifetimeU.S.C. 1070 et seq.) or is certified by theory to section 25A, the proposed regula-
Learning Credits),” to the taxpays fed- Department of Education as eligible taions provide that qualified tuition and re-
eral income tax return for the taxable yeaparticipate in such a program but choosested expenses do not include the costs of
in which the credit is claimed. Consistenfiot to participate. room and board, insurance, medical ex-
with the identification requirements in The proposed regulations provide thg$enses (such as student health fees), trans-
section 25A(g)(1), the regulations providedcademic perid means a quartesemes- portation, and similar personal, living, or
that a taxpayer must include on the feder, trimeste, or other period of study family expenses, regardless of whether the
eral income tax return the name and taxsuch as a summer school session) as r¢@es must be paid to the eligible educa-
payer identification number of eactust Sonably determined by the eligible educajonal institution for the enrollment or at-
dent for whom the credit is claimed. tional institution. Neither section 25101 tendance of the student at the institution.
Consistent with the requirements iftS legislative history defines the termgee H.R. Conf. Rep. No. 220, 105th
section 25A(e)(2), the proposed regula@cademic period Additionally, the De- cong., 1st Sess., at p. 343, 346 (1997).
tions provide that no education credit ifartment of Education does not have gy the, based on the limitations in section
allowed for a taxable year for the qualif€cognized definition chcademic period. 25 fy(1)(B) and (c)(2)(B), the regula-
fied tuition and related expenses of a stu-h€ definition in the regulation is in-iions provide that qualified tuition and re-
dent if: (1) during the taxable yea dis- t€nded to include institutions that use trageq expenses do not include expenses
tribution is made to, or on behalf of, theitional academic terms and institutiongya¢ rejate to any course of instruction or
student from an education individual refhat do not use academic terms, but fQ§ier education that involves sports,
tirement account described in sectio§X@mple use clock hours or credit hourgymes hobbies, or any noncredit course,
530(b); and (2) any portion of the distrib-1 '€ IRS ad Treasury invite comments on a5 the course is part of the stutent
ution is excluded from gross incomenis definition ofacademic peridas well o106 programrpin the case of the Life-
under section 530(d)(2). as suggestions on alternative deﬁmUons.time Learning Credit, is taken by the stu-

; ; .1 Based on the definition in section ; : ; :
The proposed regulations provide guid- ; dent to acquire or improve job skills.
ance on the rules for claiming an educ 25A(f)(1), the proposed regulatione-d

tion credit in the case of a dependeTibe ine qualified tuition and-elated expenses 3. Hope Scholarship @dit

: : : . as the tuition and fees required for the en-
regulations provide that, if the student is g The Hope Scholarship Credit is a per
claimed dependent of another taxptayem”mem or attendance of a student for p p p

; i i iqi tudent credit that may be claimed for
only that taxpayer may claim the Ed“Caggﬂ;?eif,gtﬁ:,u?ﬁ; ?jteiir:,i?il(l)gr:bif ggﬁc acseach eligible student. Consistent with the
tion credit for the studerst qualified tu- erally consistent with the definition &i- Provisions of section 25A(b)(1), the pro-
ition and related expenseShe regula- % 4 feecontained in section 472(1)posed regulations provide that for taxable
tions explain that, if the taxpayer is - "y’ 06y s C. 10871I(1)). See years beginning before 2002 the maxi-
eligible to, but does not, claim the studenELR Conf. Rep. No. 599, 105th Cong., 2dnum Hope Scholarship Credit amount is
as a dependent, only the student may, ..~ ‘351 (199gjrhe regulations $1,500 (100 percent of the first $1,000 of

claim the education credit for the student provide that, in general, the test for detetthe qualified tuition and related expenses
qualified tuition and related expenses. mining whether a fee is treated as a qualpaid during the taxable year for education
2 Definitions fied tuition and related expense is whethdtrnished to an eligible student during any
the fee is required to be paid to the eligiacademic period beginning in the taxable
The proposed regulations provide that Ble educational institution by students as ear or treated as beginning in the taxable
claimed dependeris a dependent (as de-condition of the student®nrollment or Yyea, plus 50 percent of the next $1,000 of
fined in section 152) for whom a deducattendance at the institutioThe regula- such expenses paid with respect to that
tion under section 151 is allowed on theions specifically provide that qualifiedstudent). For taxable years beginning
taxpaye's federal income tax return fortuition and related expenses include feeafter 2001, the $1,000 amounts will be ad-
the taxable year in which the credit ifor books, supplies, and equipment usedsted for inflation. Consistent with the
claimed. in a course of study only if the fees musprovisions of section 25A(b)(2)(A), the
Based on the requirements of sectiobe paid to the eligible educational instituregulations provide that the Hope Schol-
25A(f)(2), the proposed regulations protion for the enrollment or attendance ofrship Credit is allowed for only two tax-
vide that areligible educational institu- the student at the institution. Simikgrl able years for each eligible student.
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Based on the requirements in sectioh997, for education furnished in academitime, or less than half-time basis) to ac-

25A(b)(2) and (3), the proposed regulaperiods beginning after that date. quire or improve job skills of the student.
tions define areligible studenfor pur- o . . See H.R. Conf. Rep. No. 220, 105th
poses of the Hope Scholarship Credit ash Lifetime Leaming Cedit Cong., 1st Sess., at p. 346-347 (1997).

student who meets all of the following re- The Lifetime Learning Credit is a per The proposed regulations provide that
quirements: (1) for at least one academi%xpayer credit, rather than a per studeffie Lifetime Lea_rning Credit isfiective

period during the taxable yeahe student . qd4it. For taxable years beginning belOr expenses paid after June 30, 1998, for
enrolls at an eligible educational instit t5re 2003, the maximum Lifetime Learn-€ducation furnished in academic periods

tion in a program leading toward a POsting Credit amount is $1,000 (20 percenl?eginni“g after that date.

secqndary degree, certificate, or othgr re%T.L.Jp to $5,000 of the aggregate .qua”ﬁ.e%. Special Rules Relating to
ognized postsecondary educationajjition and related expenses paid during Characterization andiming of
credential degeerequremeny; (2) for at  the taxable year for education furnished to Pavments g
least one academic period during the taxpe taxpaye the taxpayes spouse, and y
able yea, the student enrolls for at leastyy claimed dependent during any acade- The proposed regulations provide guid-
half of the normal full-time work load for mic period beginning in the taxable yeaance on qualified tuition and relateg-e
the course of study the student is pursuingy treated as beginning in the taxableenses paid by a third partThe regula-
(work loadrequrement; (3) as of the be- year). For taxable years beginning on dions provide that, solely for purposes of
ginning of the taxable yeathe student after 2003, the maximum credit amount isection 25A, if a third party makes a pay-
has not completed the first two years o§2 000 (20 percent of up to $10,000 of thenent directly to an eligible educational
postsecondary education at an eligible egygregate qualified tuition and related exinstitution to pay for a studestqualified
ucational institution fear of studyre- penses paid during the taxable year fduition and related expenses, the student is
quiremen); and (4) the student has nokducation furnished to the taxpayéhe treated as receiving the payment from the
been convicted of a federal or state felonyaxpaye’s spouse, and any claimed dethird pary, and, in turn, paying the quali-
offense for the possession or distributiopendent during any academic period beied tuition and related expenses to the in-
of a controlled substance as of the end gfinning in the taxable year or treated astitution.
the taxable for which the credit is claimecheginning in the taxable year). Consistent with the provisions of sec-
(felony drug convictiomestriction). In contrast to the Hope Scholarshigion 25A(g)(3), the proposed regulations
The proposed regulations explain thatredit, the Lifetime Learning Credit is al-provide that qualified tuition and related
the student meets theork loadrequre- |owed for an unlimited number of yearsexpenses paid by a student are treated as
mert if the student is enrolled for at leasfor each student and does not have a dgaid by the taxpayer if the student is a
half of the normal full-time work load, asgree requirement, year of study requireclaimed dependent of the taxpaye
determined by the eligible educational inment, work load requirement, or a felony The proposed regulations provide rules
stitution The regulations provide that thedrug conviction restriction. See H.R for adjustments to qualified tuition and re-
educational institutiors standards for a Conf. Rep. No. 220, 105th Cong., 1stated expenses for certain excludable edu-
half-time work load must equal or exceedess., at p. 346-347 (1997)herefore, a cational assistance. Consistent with the
the standards established by the Depataxpayer may claim a Lifetime Learningprovisions of section 25A(g)(2) and the
ment of Education under the MEnNd set Credit for a studets qualified tuition and legislative histoy, the regulations provide
forth in 34 CFR 674.2(b) for a half-timerelated expenses even if the taxpayehat the amount of otherwise allowable
undegraduate student. could not claim a Hope Scholarshipqualified tuition and related expenses paid
The proposed regulations explain thaCredit for those expenses. during a taxable year must be reduced by
whether a student has completed the first Based on the provisions of sectiorthe following amounts paid to, or on be-
two years of postsecondary education &bA(c)(2)(B) and the legislative history tohalf of, a student during the taxable year:
of the beginning of the taxable year isection 25A, the proposed regulation§l) a qualified scholarship that is exclud-
based on whether the eligible educationgrovide that, for purposes of claiming able from gross income under section
institution the student is enrolled inLifetime Learning Credit, amounts that al17; (2) a veterarisor member of the
awards the student two years of academiaxpayer is required to pay for a course @rmed force’seducational assistance al-
credit for postsecondary course worlkan eligible educational institution arelowance under chapter 30, 31, 32, 34, or
completed by the student prior to the begualified tuition and related expenses i85 of title 38, U.S.C., or chapter 1606 of
ginning of the taxable yeaHoweve, the the course is either part of a postseditle 10, U.S.C.; (3) employeprovided
regulations provide that any academiondary degree program or is part of a noreducational assistance that is excludable
credit awarded by the educational institudegree program that is taken by the stirom gross income under section 127; and
tion solely on the basis of the student dent to acquire or improve job skill§he (4) any other educational assistance that is
performance on proficiency examinationsegislative history explains that the Life-excludable from gross income (other than
is not taken into account. time Learning Credit is available with re-as a gift, bequest, devise, or inheritance
The proposed regulations provide thagpect to any course of instruction at anwithin the meaning of section 102(a)).
the Hope Scholarship Credit i$fective eligible educational institution (whetherSee H.R. Conf. Rep. No. 220, 105th
for expenses paid after December 3the student is enrolled on a full-time, half-Cong., 1st Sess., at p. 343, 347 (1997).
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The proposed regulations provide ruleproceeds disbursed directly to an educgea, such as modified adjusted gross
for allocating scholarships and fellowshigional institution are treated as paid on theacome.
grants among expense3he regulations date of the disbursement. Howeuvéthe The proposed regulations provide that,
provide that a scholarship or fellowshipgaxpayer does not know the date of th#, in a taxable yea any excludable edu-
grant is treated as a qualified scholarshigisbursement, the taxpayer must treaational assistance is received for the
excludable from income under sectiomualified tuition and related expenses agualified tuition and related expenses paid
117 (and thereby reduces the amount gfaid on the last date prescribed for payduring a prior taxable yeathe educa-
qualified tuition and related expenses thahent by the educational institution. tional assistance is treated as a refund of
a taxpayer may otherwise include in Consistent with the directive in sectionqualified tuition and related expenses. In
claiming an education credit) unless ei25A(i), the proposed regulations providghis situation, if a taxpayer (or thexta
ther: (1) the student reports the grant asiles for refunds of qualified tuition andpaye’s spouse or a claimed dependent)
income on the studesst federal income related expensed he regulations provide receives any excludable educational assis-
tax return; or (2) the grant must be apthat, if a payment and a refund of qualitance before the taxpayer files a federal
plied, by its terms, to expenses other thdied tuition and related expenses occur ilcome tax return for the prior taxable
qualified tuition and related expenseshe same taxable yeahe amount of qual- Yed, the amount of the qualified tuition
within the meaning of sectiotil7(b)(2), ified tuition and related expenses for th@nd related expenses for the prior taxable
such as room and board. taxable year is calculated by adding alyear is reduced by the amount of the ex-

The proposed regulations provide guidgualified tuition and related expenses paifludable educational assistance. wHo
ance on the timing rules for claiming arfor the taxable yeaand subtracting any €Ve', if a taxpayer (or the taxpayes
education credit. Consistent with the gerrefund of the expenses received from th&Pouse or claimed dependent) receives
eral rule in section 25A(b)(1) and (c)(1)eligible educational institution during the€xcludable educational assistance after
the regulations provide that an educatiosame taxable yea the taxpayer has filed a federal income tax
credit generally is allowed only for pay- The proposed regulations provide thaf€turn for the prior taxable yeany edu-
ments of qualified tuition and related exif, in a taxable yema taxpayer (or the tax- cation credit claimed for the prior taxable
penses that cover an academic period bpaye’s spouse or a claimed dependen¥@ is subject to recapture.
ginning in the same taxable year as th@ceivgs a re.fund from an eIigip_Ie educae_ Proposed Effective Date
year the payment is made. Howewmn- tional institution of qualified tuition and
sistent with the specific prepayment ruleelated expenses paid in a prior taxable These regulations are proposed to be
in section 25A(g)(4), the regulations proyear and the refund is received before theffective on the date they are published in
vide that, if qualified tuition and relatedtaxpayer files a federal income tax returthe Federal Registe as final regulations.
expenses are paid during a taxable year for the prior taxable yeathe amount of Taxpayers may rely on these proposed
cover an academic period that begins duthe qualified tuition and related expenseregulations for guidance pending the is-
ing the first three months of thexta for the prior taxable year must be reducesuance of final regulations. If, and to the
payea’s next taxable yeaan education by the amount of the refund. extent, future guidance is more restrictive
credit is allowed only in the taxable year Similar to the tax benefit rule, the pro-than the guidance in the proposed regula-
in which the expenses are paid. Notgosed regulations provide that, if, in a taxtions, the future guidance will be applied
howeve, that because the Hope Scholarable yea a taxpayer (or the taxpays Wwithout retroactive #ect.
ship Credit does not apply to expensespouse or a claimed dependent) receivessa .
paid before January 1, 1998, and the Lifeefund of qualified tuition and related ex- pecial Analyses
time Learning Credit does not apply tgenses for which the taxpayer claimed an |t has been determined that these pro-
expenses paid before July 1, 1998, theducation credit in a prior taxable yea posed regulations are not a significant
prepayment rule does not apply for tuitiorthe tax for the subsequent taxable year fgqulatory action as defined in EO 12866.
paid in 1997 to cover an academic periothcreased by the recapture amouiihe Therefore, a regulatory assessment is not
beginning in 1998. recapture amount is theftérence be- required. It also has been determined that

Consistent with the legislative historytween the credit claimed in the prior taxsection 553(b) of #@Administrative Pro-
to section 25A, the proposed regulationable year and the redetermined creditedue Act (5 U.S.C. chapter 5) does not
provide that an education credit may b&he redetermined credit is computed bypply to these regulations, and because
claimed for the qualified tuition and re-reducing the amount of the qualified-t the regulations do not impose a collection
lated expenses paid with the proceeds ofiion and related expenses for which af information on small entities, the Reg-
loan only in the taxable year in which theredit was claimed in the prior taxableulatory Flexibility Act (5 U.S.C. chapter
expenses are paid, and not in the taxabyear by the amount of the refund of th&) does not apgl Pursuant to section
year in which the loan is repaid. See H.Ryualified tuition and related expenses (reZ805(f), this notice of proposed rulemak-
Conf. Rep. No. 220, 105th Cong., 1stetermined qualified expenses), and coniag will be submitted to the Chief Counsel
Sess., at p. 342, 346 (1997). In order touting the credit using the redeterminedor Advocacy of the Small Busine#\d-
provide taxpayers with a date certain fogqualified expenses and the relevant factsinistration for comment on their impact
payment, the regulations provide that loaand circumstance of the prior taxabl®n small business.
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Comments and Public Hearing

to the IRS The IRS ad Treasury specifi-

the proposed regulations and how they
can be made easier to understard|
comments will be available for public in-
spection and copying.

1)
. Par. 2. Sections 1.25A-0 through()
cally request comments on the clarity o& 2

(6)

4 also issued under sec-

5 also issued under segy)
1

5A-5 are added to read as follows: (b)
81.25A—(0Table of contents. 8

This section lists captions contained ifC)

A public hearing will be scheduled in881.25A-1, 1.25A-2, 1.25A-3, 1.25A—4,

the Internal Revenue Building111 Con-
stitution Avenue, NV, Washington, DC.
The IRS recognizes that persons outsi e
the Washington, DC, area may also wish
to testify at the public hearing through(a)
videoconferencing. Requests to includgp)
videoconferencing sites must be received
by March 8, 1999. If the IRS receivey)
suficient indications of interest to war- (2)
rant videoconferencing to a particulayg)
city, and if the IRS has videoconferencinga)
facilities available in that city on the date)
the public hearing is to be scheduled, the
IRS will try to accommodate the requestsy)
The IRS will publish the time and dategz)
of the public hearing and the locations o
any videoconferencing sites in an ang)

nouncement in thEederal Registe. (d)
Drafting Information El?))

The principal author of the regulationgg)
is DonraWelch, Gfice of Assistant Chief
Counsel (Incora Tax ard Accounting). (1)
Howeva, other personnel from the IRS(2)
and the Treasury Department participatedh)
in the development of the regulations. (i)

* *x * * %

81.25A-2 Definitions.

Proposel Amendments to the Regulations

a
Accordingly, 26 CFR part 1 is pro- Eb))

posed to be amended as follows: )

PART 1—INCOME TAXES @)

Paragraph .1 The authority citation for (c)
part 1 is amended by adding entries in nyel)
merical order to read as follows:

Authority: 26 U.S.C. 7805 * * * (@D)]
Section 1.25A—-0 also issued under se¢2)
tion 26 U.S.C. 25A(i). 0]
Section 1.25A-1 also issued under se¢i)
tion 26 U.S.C. 25A(i). (iii)
Section 1.25A-2 also issued under se¢3)
tion 26 U.S.C. 25A(i). (4)
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nd general eligibilityrequrements.

and 1.25A-5. (d
. @
1.25A-1 Calculation of educationedit  (j)

(i)
Amount of education credit.

Credit and Lifetime Learning Credit. ©

In general. 1)
Hope Scholarship Credit. )
Lifetime Learning Credit. (f)

Examples.

(iii)
o (iv)
Coordination of Hope Scholarship 2)

Section 1.25A-3 also issued under se¢b) Hobby courses.

) tion 26 U.S.C. 25A(i).
Before these proposed regulations ar8action 1.25A—

adopted as final regulations, consiaer tion 26 U.S.C. 25A()
tion will be given to any written and elec-g o tion 1 25A-5 als
tronic comments that are submitted timel\’ion 26 U S C. 25A(). * * *

Examples.

81.25A—-3 Hope Scholarship&tlit.

Amount of the credit.

In general.

Maximum credit.

Per student credit.

In general.

Example.

Credit allowed for only two taxable
years.

Eligible student.

Eligible student defined.

Degres requirement.

Work load requirement.

Year of study requirement.

No felony drug conviction.
Examples.

Academic period for prepayments.
In general.

Example.

Effective date.

Limitation based on modified ad-81.25A—4 Lifetime Learningrédit.

justed gross income.
In general. @
Modified adjusted gross income de-(l)
fined. @
Inflation adjustment.

©)

Election.

Coordination with Education IRA.
Identification requirement. (
Claiming the credit in the case of a(
dependent.
In general. ©
Examples.

Married taxpayers. 1)
Nonresident alien taxpayers and de(-z)
pendents. (d)

4)
b)

Claimel dependent.

Eligible educational institution. @
In general.

Rules on federal financial aid pro-(1)
grams. 2)
Academt period. (b)
Qualified tuition and relatedxe (1)

penses. (2)
In general. (c)
Requirel fees.

Ingeneral.

Books, supplies, and equipment. (1)
Nonacadent fees. )
Personkexpenses.

Treatment of comprehensive fees.

Amount of the credit.

Taxable years beginning before Jan-
uary 1, 2003.

Taxable years beginning aftereD
cember 31, 2002.

Coordination with the Hope Scholar-
ship Credit.

Examples.

Credit allowed for unlimited number
of taxable years.

Both degree and nondegree courses
are eligible for the credit.

In general.

Examples.

Effective date.

§1.25A-5 Special ruleglating to
characterization and timing of payments.

Payments of educational expenses
by a third pant.

In general.

Example.

Expenses paid by dependent.

In general.

Example.

Adjustment to qualified tuition and
related expenses for certain exclud-
able educational assistance.

In general.

No adjustment for excludable educa-
tional assistance attributable to ex-
penses paid in a prior yea
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(3) Allocation of scholarships and fel- (2) Hope Scholarship @dit Subject come above $50,000 (or $100,000 for

lowship grants. to certain limitations, a Hope Scholarshigoint filers) may not claim an education
(4) Examples. Credit may be claimed for the qualifiedcredit.
(d) No double benefit. tuition and related expenses paid during a (2) Modified adjusted igss income de-
(e) Timingrules. taxable year with respect to each eligibléined The termmodified adjusted rgss
(1) Ingeneral. student (as defined in §1.25A-3(d))income means the adjusted gross income
(2) Prepaymetrule. Qualified tuition and related expensegas defined in section 62) of the taxpayer
(i) Ingeneral. paid during a taxable year with respect tfor the taxable year increased by any
(i) Example. any student for whom a Hope Scholarshiamount excluded from gross income

(3) Expenses paid with loan proceeds. Credit is claimed may not be taken intainder section 81, 931, or 933 (relating to

(f) Refund of qualified tuition and re-account in computing the amount of thgncome earned abroad or from certain
lated expenses. Hope Scholarship Credit with respect taJ.S. possessions or Puerto Rico).

(1) Payment and refund of qualified tu-any other student or the Lifetime Learn- (3) Inflation adjustment For taxable
ition and related expenses in theng Credit. years beginning after 2001, the amounts
same taxable yea (3) Lifetime Learning @dit Subject in paragraph (c)(1) of this section will be

(20 Payment of qualified tuition and re-to certain limitations, a Lifetime Learningincreased for inflation occurring after
lated expenses in one taxable yeatredit may be claimed for the aggregatg000 in accordance with section 1(f)(3).
and refund in subsequent taxabl@mount of qualified tuition and related exif any amount adjusted under this gar
year before return filed for prior tax- penses paid during a taxable year with regraph (c)(3) is not a multiple of $1,000,
able yea spect to students for whom no Hopehe amount will be rounded to the next

(3) Payment of qualified tuition and re-Scholarship Credit is claimed. lowest multiple of $1,000.
lated expenses in one taxable year (4) Examples The following examples  (d) Election No education credit is al-
and refund in subsequent taxabldlustrate the rules of this paragraph (b): lowed unless a taxpayer elects to claim

ed. i i i
. ?/ | Example 1.1n 1999 Taxpaye A pays qualified the Cre,dlt on the, taxpaye tlm,ely filed
(I) ngeneral. tuition and related expenses for his dependent, B, f1cluding extensions) federa_‘l iIncome tax
(i) Recapture amount. attend Colleg Y during 1999 Assuming all other return for the taxable year in which the

(4) Excludable educational assistanceel«_evar_wt requirements are maaxpaye A may  credit is claimed The election is made by
received in a subsequent taxable yegyalm either a Hope Scholarship Credit or a L'fe“meattaching Form 8863, “Education Credits

treated as refund. Learning Credit with respect to dependent B, but ng P . . ”
both. See §1.25A-3(a) and §1.25A4(a). (tHope and Lifetime Learning Cre_d|ts),
(5) Examples. Example 2 In 1999 Taxpayer C pays $2,000 in (OF its successor) to that federal income

. . . qualified tuition and related expenses for her deperfiax return.
§1.25A-1 Calculation of educationelit yer b, 1o attend College Z during 1999. In 1999, (¢) Coardination with Education IRA.
and general eligibilitrequrements. Taxpayer C also pays $500 in qualified tuition ant\y education credit is allowed for a tax-

. . . related expenses to attend a computer course durin?JI for th lified tuiti d
(8@ Amount of educationredit An in- 1999 to improe Taxpayer Cs job skills Assuming 29'€ year for the qualified tuition and re-

dividual taxpayer is allowed a nonrefund-ll other relevant requirements are rexpayer C  lated expenses of a student if—

able education credit against income taxay claim a Hope Scholarship Credit for the $2,000 (1) During the taxable yeaa distribu-
imposed by chapter 1 of the Internal Re\/t?; Z:i'gfje;‘i”g”( ::ed ;ik;tgz e;‘(g‘;)”i‘;sda:rl'_ti’;::gﬁon is made to, or on behalf of, the stu-
enue Code for the _taxable_xea-rhe Learning Credit for the $500 of qualified tuition and%ient from an educa.tlon I.ndIVqual retire-
amount of the education credit is the totablated expenses incurred to improve her job skills €Nt account described in section 530(b)
of the Hope Scholarship Credit (as-d  Example 3 The facts are the same aixample (Education IRA); and

scribed in §1.25A-3) plus the Lifetime2. except thaTaxpayer C pays $3,000 in qualified  (2) Any portion of the distribution is

Learning Credit (as described in §1.25A/ition and related expenses for her dependent, D, gcluded from gross income under sec-
ttend College Z during 1999%lthough a Hope tion 530(d)(2)

4). For limitations on the credits allowe(@cholarship Credit is available only with respect to e L. .
by subparA of part M of subchapteA of  tne first $2,000 of qualified tuition and related ex- () Identificationrequrement No edu-

chapter 1, see section 26. penses paid with respect to D (see §1.25A-3(a)gation credit is allowed unless a taxpayer
(b) Coadination of Hope Scholarship Taxpayer C may not add the $1,000 of excess eincludes on the federal income tax return
Credit and Lifetime Learning i@dit—(1) Penses to _her $50010f qualified tuition and _rEI?teélaiming the credit the name and the tax-
In general In the same taxable yea Ezgf:iizsc'?eg;’mp”t'ng the amount of the Lifetime, . o jdentification number of the student
taxpayer may claim a Hope Scholarship for whom the credit is claimed. For rules
Credit for each eligible studestqualified (c) Limitation based on modified ad-relating to assessment for an omission of
tuition and related expenses (as defined josted goss income-(1) In general The a correct taxpayer identification nunmpe
81.25A-2(d)) and a Lifetime Learningeducation credit that a taxpayer may ottsee section 6213(b) and (9)(2)(J).
Credit for one or more other studentserwise claim is phased out ratably for tax- (g) Claiming the cedit in the case of a
qualified tuition and related expensespayers with modified adjusted gross i dependenrt-(1) In general If a student is
Howeve, a taxpayer may not claim both a&come between $40,000 and $50,008 claimed dependent of another taxpaye
Hope Scholarship Credit and a Lifetimg$80,000 and $100,000 for married indionly that taxpayer may claim the educa-
Learning Credit with respect to the sameiduals who file a joint return)Thus, tax- tion credit for the studeis qualified tu-
student in the same taxable gea payers with modified adjusted gross i ition and related expenses. Howgvié
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the taxpayer is eligible to, but does notiederal income tax return for the taxabld¢ional institution that are not used directly
claim the student as a dependent, only thea. for, or allocated to, an academic course of
student may claim the education credit for (b) Eligible educational institutior- instruction only if the fee must be paid to
the studens qualified tuition and related (1) In general In general, arligible ed- the eligible educational institution for the
expenses. ucational institutim means a college, uni- enroliment or attendance of the student at
(2) Examples The following examples versity, vocational school, or otherthe institution.
illustrate the rules of this paragraph (g): postsecondary educational institution that (3) Personal expensesQualified tu-
Example 1 In 1999 Taxpaye A pays qualified i ition and related expenses do qot include
tuition and related expenses for his dependent, B, to (i) Described in section 481 of thethe (?OStS of room and board, Insurance,
attend Universit Y during 1999 TaxpayeA claims Higher Educatia Act of 1965 (20 U.S.C. medical expenses, transportation, and
B as a dependent on his federal income tax returf088) as in #ect on August 5, 1997, similar personal, living, or familye
Therefore, assuming all other relevant rgquiremgn@enera||y all accredited public, nonprofit,0enses, regardless of whether the fee must
are met Taxpaye A is allowed an education credit and proprietary postsecondary instit be paid to the eligible educational institu-

on his federal income tax return, and B is not al-, .
lowed an education credit orisfederal income tax tiONs); and tion for the enroliment or attendance of

return The result would be the same if B paid the (i) Participating in a federal financial the student at the institution.
qualified tuition and related expenses. See §1.25Agid program under titleV of the Higher  (4) Treatment of contphensive feedf
5(b)- Educatio Act of 1965 (20 U.S.C. 1070 eta student is required to pay a comprehen-

Example 2 In 1999 Taxpayer C has one depen- : & ive fee to an eligible educational institu-
dent, D. In 1999, D pays qualified tuition and re-seq') or is certified by the Department of 9

lated expenses to attend University Z during 199g=ducation as eligible to participate in sucffon that includes chiges for tuition, fees,

Although Taxpayer C is eligible to claim D as a de-a program but chooses not to participate.and personal expenses described in para-
pendent on her federal income tax return, she does (2) Rules on federal financial aidrgp-  9raph (d)(3) of this section, the portion of

not do so Therefore, assuming all other relevant reo—%rams For rules governing an educa_[he comprehensive fee that is allocable to
quirements are met, D is allowed an education cre L N - i ifi -
on D's federal income tax return.difiaxpayer C is  tional institutioris eligibility to participate personal expenses is not a qualified tu

not allowed an education credit on her fedenal i in federal financial aid programs, see 2¢fion and related expensdhe allocation

come tax return, with respect tdsDeducation ex- U.S.C. 1070 et seq.; 20 U.S.C. 1094; andgust be made by the institution using a
penses The result would be the same if C paid the3q CER 600 and 668. reasonable method.

gualsuzidgaug?:_z?:) related expenses on behalf of (c) Academic period Academic period (5) Hobby courses Quallfled_ tuition
. - - means a quartesemeste trimeste, or and related expenses do not include ex-

(h) Married taxpayers If a taxpayer is other period of study (such as a summd€nses that relate to any course of instruc-
married (within the meaning of sectionschool session) as reasonably determin&®n Or other education that involves
7703), no education credit is allowed unby an eligible educational institution. ~ SPOrtS, games, or hobbies, or any non-
less the taxpayer and the taxpayge (d) Qualified tuition andrelated ex- Credit course, unless the course or other
spouse file a joint federal income tax repenses—(1) In general Qualified tuition €ducation is part of the studentegree
turn for the taxable yea and related expensemeans tuition and Program o, in the case of the Lifetime

(i) Norresident alien taxpayers and defees required for the enrollment or atten=€aning Credit, is taken by the student to
pendents If a taxpayer or the taxpage dance of a student for courses of instru@Cduire or improve job skills.
spouse is a nonresident alien for any potion at an eligible educational institution. . (6) Examples The follqwmg examples
tion of the taxable yeano education  (2) Requied fees—(i) In general Ex- illustrate the rules of this paragraph (d).

credit is allowed unless the nonresidendept as provided in paragraph (d)(3) o'ln each example, assume that all other rel-

alien is treated as a resident alien by reghis section, the test for determining® /2"t requirements to claim an education
redit are met The examples are as fol-

son of an election under section 6013(gihether any fee is a qualified tuition ancf
or (h). In addition, if a student is a nonresrelated expense is whether the fee is re-

ident alien, a taxpayer may not claim aguired to be paid to the eligible educa- Example 1 Universiy V offers a degree pro-
education credit with respect to the qualitional institution as a condition of the stugram in dentisy. In addition to tuition, all students
fied tuition and related expenses of thgents enroliment or attendance at th&nrolled in the program are required to pay a fee to

; Lo University V for the rental of dental equipment. Be-
student unless the student is a dependQﬁétltuuon' cause thl}(le equipment rental fee mus(t1 bs paid to Uni-

as defined in section 152Among other (i) Books, supplies, and equipmentyersiy v for enroliment and attendance, the tuition

reQ_UirememS under section 152, th_e NOMualified tuition and related expenses inand the equipment rental fee are qualified tuition
resident alien student must be a resident gfyde fees for books, supplies, and equignd related expenses.

a country contiguous to the United Stategent used in a course of study only if the Example 2 First-year students at Colle§V are

i . L required to obtain books and other reading materials
In order to be treated as a dependent. fee must be paid to the eligible educaﬁscjed in its mandatory first-year curriculgm. The

§1.25A—2 Definitions. tional institution for the enrollment or at-pooks and other reading materials are not required to
tendance of the student at the institution.be purchased from ColleyV and may be borrowed
(a) Claimed dependentA claimed de- (i) Nonacademic feesExcept as pro- Lﬂﬁgzg S;idvevzhsaosff?;r:qchca;;yfsogzﬂcﬁ(f:g:s
pem_jem means a dependent (as _defmed mldeq in pgrggraph (d)(3) of this secno_nCo”egeW bills students for any books and materials
section 152) for whom a deduction undequalified tuition and related expenses ingyrchased from Colleg\’s bookstore The fee that
section 151 is allowed on a taxpa\e clude fees chrged by an eligible educa- College W chages for the first-year books and mate-
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rials purchased at its bookstore is not a qualified tHope Scholarship Credit allowed for eactime may not be lower than standards for
lt'o_”la”d re'aied expense Eeca“sﬁ thedb]?"ks é‘”ﬁ' "igible student is $1,500. For taxabléalf-time established by the Department
erials are not requirea to be purchased from Coliege . . . . .
W for enrollment or attendance at the institution. g3/ear$ beginning after 2Q01, the amountsf Education under the nghe_r Education
Example 3 All students who attend College X IN pgragraph (a)(l) of this s.ect|.on to _deAct of 1965 and sgt forth in 34 CFR
are required to pay a separate student activity fee termine the maximum credit will be in-674.2(b) for a half-time undgraduate
addition to their tuition The student activity fee is creased for inflation occurring after 200Gstudent;
used solely to fund on-campusanizations and ac- i accordance with section 1(f)(3). If any (i) Year of studyrequrement As of
tivities run by students, such as the student newspa- t adiusted der thi the beginni fthe t bl the st
per and the student government (no portion of th@moun. agjuste un_ er this paragraptme beginning of the taxable }re e stu-
fee covers personal expensesjthough labeled as (@)(2) is not a multiple of $100, thedent has not completed the first two years
a student activity fee, the fee is required for enrollamount will be rounded to the next lowesbf postsecondary education at an eligible
ment or attendance at College Xherefore, the fee my|tiple of $100. educational institutionWhether a student
s aE‘)‘(Zaml'Sleed;L#:Zr}iTg ;f('aatfg :;&i”:;mmple (b) Per student @dit—(1) In general. has completed the first two years of post-
3, except that College Xfters an optional athletic A Hope Scholarship Credit may besecondary education at an eligible educa-
fee that students may pay to receive discounted ticklaimed for the qualified tuition and re-tional institution as of the beginning of a
ets to sports eventsThe athletic fee is not required |ated expenses of each eligible student (d4axable year is determined based on
;Or ert‘;""][“er?t or f‘tte”dal‘_?cz ?‘_t_co”egz XTetrec; defined in paragraph (d) of this section). whether the institution in which the stu-
pogs’se e fee s nota qualiied furtion and refated ex- (2) Example The following example dent is enrolled in a degree program (as
Example 5 College Y requires all students to lllustrates the rule of this paragraph (b)deS(_:ribed in paragraph (d)(1)(i) of this
live on campus. It chiges a single comprehensiveln the example, assume that all the resection) awards the student two years of
fee to cover tuition, required fees not allocable tgjuirements to claim an education crediacademic credit at that institution for
personal expenses, and room and board. Based f‘iPe met The example is as follows: postsecondary course work completed by

College Y's reasonable allocation, sixty percent o th tudent prior to the beginni f th
the comprehensive fee is allocable to tuition and Example In 1999 Taxpaye A has two depen- e student prior o the egln_nlng 0 . e
laxable yea Any academic credit

other required fees not allocable to personal e dents, B and C, both of whom are eligible student: Y ; s
penses, and the remaining forty percent of the cOMuypaye A pays $1,600 in qualified tuition and re-awarded by the eligible educational insti-

prehensive fee is allocable to epes for room and |ateq expenses for dependent B to attend a commiition solely on the basis of the student

board Therefore, only sixty percent of Coley's ity college Taxpaye A pays $5,000 in qualified performance on proficiency examinations
comprehensive fee is a qualified tuition and relate,ition and related expenses for dependent C to 3k disregarded in determining whether the

expense. tend University X Taxpaye A may claim a Hope d h leted f
Example 6 As a degree student at College Z,g¢noarship Credit of $1,300 ($1,000 +@.5 student has comp eted two years of post-

Studen A is required to take a certain number ofgsn)) for dependent B, and the maximum $1,508€condary education; and

courses outside of her chosen major in Economicgy,ne scholarship Credit for dependent C, for a total (iv) No felony drug convictian The

To fulfill this requirement, StudérA enrolls in a Hope Scholarship Credit of $2,800. student has not been convicted of d-fe

square dancing clas$fered by the Physical Educa- eral or state felonyftense for possession
tion Department. Because Stutl&rreceives credit ;
(©) Credit allowed for only two taxable or distribution of a controlled substance

toward her degree program for the square dancir:}g = h eligible student. the H
class, the tuition for the square dancing class is i jears For each eligible student, the Opeas of the end of the taxable year for which

cluded in qualified tuition and related expenses.  Scholarship Credit may be claimed for N%he credit is claimed.

more than two taxable years. ;

1.25A—3 Hope Scholarshio&lit. - - (2) Examples The following examples
s P _ " de(ndt) cIiEel:‘?r:ZIde s;lid;lj‘:;éi)esaﬁ'?:]i Sl_tllé'peillustrate the rules of this paragraph (d).

(8 Amount of the edit—(1) In gen- ) , - In each example, assume that the student
eral. Subject to the phase out of the edu>cholarship Credit, the tereligible stu- g ot peen convicted of a felony drug
cation credit described in §1.25A—1(c)der means a student who satisfies all Offense, that the institution is an eligible
the Hope Scholarship Credit amount i&€ following requirements— educational institution unless otherwise
the total of— (i) Degeerequrement For at least giated, that the qualified tuition and re-

(i) 100 percent of the first $1,000 ofon€ academic period that begins duringyteq expenses are paid during the same
qualified tuition and related expenses pail'¢ taxable yaathe student enrolls at angaxable year that the academic period be-
during the taxable year for education fur€ligible educational institution in a® gins, and that a Hope Scholarship Credit
nished to an eligible student (as defined iram leading toward a postsecondary dems not previously been claimed for the
paragraph (d) of this section) who is th@ree, certificate, or other recognized posktudent (see paragraph (c) of this section).
taxpaye, the taxpayes spouse, or any secondary educational credential; The examples are as follows:
claimed dependent during any academic (i) Work loadrequrement For at least Examole 1 Studen A arad com hiah
perod begining n th Iaxable year (opne academic period that begins during SXATPIe ! SUden A radats rom 1
treated as beginning in the taxable ryeathe taxable yeathe student enrolis for Al gergraduate degree program at College U for the
see §1.25A-5(e)(2)); plus least half of the normal full-time work 1998 Fall semeste For the 1999 Spring semeste

(ii) 50 percent of the next $1,000 ofload for the course of study the student iStuden A again enrolls at College U on a full-time
such expenses paid with respect to thaursuing The standard for what is half Ofpasis. For the 1999 Fall semesﬁ!tudemA enrolls
student. the normal full-time work load is deter-'h” less than half the normal full-time course work for

. . . . . ~" her degree program. Because Stuiders enrolled

(2) Maximum cedit For taxable years mined by each eligible educational instis, an undegraduate degree program on at least a

beginning before 2002, the maximuntution. Howeve, the standard for half- half-time basis for at least one academic period that
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begins during 1998 and at least one academic periateste, Student D takes more than half the normaege. Student G enrolls full-time in an ungiedu-
that begins during 1999, Studénis an eligible stu- full-time work load of courses for her degre®pr ate degree program at Univeysit/, an eligible edu-
dent for taxable years 1998 and 1999 (including thgram at College X. Because Student D is enrolled icational institution, for the 1999 Spring semeste
1999 Fall semester when Stutiénenrolls at Col- a degree program at College X for the 1999 Fallvhich begins in January 1999. Student G pays tu-
lege U on less than a half-time basis). term on more than a half-time basis, Student D is dtion to Universiy W for the 1999 Spring semester
Example 2 Prior to 1998, Student B attendedeligible student for all of taxable year 1998here- in December 1998. Because the tuition paid by Stu-
college for several years on a full-time basis. Stufore, the qualified tuition and required fees paid fodent G in 1998 relates to an academic period that be-
dent B transfers to Colley for the 1998 Spring se- classes taken at College X during both the 199§ins during the first three months of 1999, Student
meste. CollegeV awards Student B credit for some Spring semester (during which Student D was nat’s eligibility to claim a Hope Scholarship Credit in
(but not all) of the courses he previously completedsnrolled in a degree program) and the 1999 Fall s@998 is determined as if the 1999 Spring semester
and Colleg V classifies Student B as a first-semesimester are taken into account in computing angegan in 1998 Thus, assuming Student G has not
ter sophomore. During both the Spring and Fall s¢dope Scholarship Credit. been convicted of a felony drudfense as of De-
mesters of 1998, Student B enrolls in half the normal Example 7 Student E completed two years of un-cember 31, 1998, Student G is an eligible student for
full-time work load for his degree program.eB degraduate study at College S located in Country $.998.
cause CollegV does not classify Student B as hav-College S is not an eligible educational institution for
ing completed the first two years of postsecondarpurposes of the education creditat the end of (f) Effective date The Hope Scholar-
education as of the beginning of 1998, Student B 998, Student E moves to the United States and eghin Credit is applicable for qualified tu-
an eligible student for taxable year 1998. rolls in an undegraduate degree program at College. ;
Exgmme 3 The facts are thg same agixample Z on a full-time basis for the 1999 Spring serr'restemon and related expenses pald aﬂe_r De-
2. After taking classes on a half-time basis for thé-ollege Z awards Student E two years of academféember 31] 1997.’ for edu_cat.|on furnished
1998 Spring and Fall semesters, Student B enrolls fedit for his previous course work at College S anih academic periods beginning after De-
a full-time work load at CollegV for the 1999 classifies Student E as a first-semester junior for theember 31, 1997.
Spring semeste Colleg V classifies Student B as a 1999 Spring semesteStudent E is treated as having
second-semester sophomore for the 1999 Spring s&mpleted the first two years of postsecondary ed&].25A—4 Lifetime Learningrédit.
mester and as a first-semester junior for the 1gggit|0n at an ellglble educational institution as of the
Fall semeste Because CollegV does not classify beginning of 1999 Therefore, Student Eisnotanel-  (a) Amount of the redit—(1) Taxable
Student B as having completed the first two years dgible student for taxable year 1999. years beginning befe January 1, 2003.
postsecondary education as of the beginning of Example 8 Student F was born and raised in|§ubject to the phase out of the education

1999, Student B is an eligible student for taxabl&ountry R, and she received a degree in 1998 fro ) . .
year 1999. College R located in Country R. College R is not agredit described in 81.25A-1(c), for tax-

Example 4 At the time that Student C enrolls in €ligible educational institution for purposes of theable years beginning before 2003, the
a degree program at Collew/ for the 1998 Fall se- €ducation credits. During 1999, Student F moves pjfetime Learning Credit amount is 20
meste, Student C takes examinations to demo the United States and enrolls for the 1999 Fel Sg_ercent of up to $5,000 of qualified tu-

i ; ; ester on a full-time basis in a graduate-degree pr . .
strate her proficiency in several subjects. On th& g gree p ition and related expenses paid during the

basis of Student' performance on these examinadram at Colleg Y. By admitting Student F to its : .
tions, Colleg W classifies Student C as a second-sedraduate degree program, Cobegtreats Student F taxable year for education furnished to the

mester sophomore as of the beginning of the 1968 having completed the first two years of postsetaxpaye, the taxpayes spouse, and any

Fall semeste Student C takes a full-time work load©ndary education as of the beginning of 1999¢|aimed dependent during any academic

during the 1998 Fall semester and during the 1995her;fore, Stllgc;%nt F is not an eligible student foberiod beginning in the taxable year (or
: able year . 2T

Spring and Fall semesters. Because Student C WX treated as beginning in the taxable ryea

not enrolled in a college or other eligible educational . .

institution prior to 19998 (but rather \%as classified as (e) Academic pe”Od for repay- sSee §1'25A_5(e)(2))' L

a second-semester sophomore by Cellgas of Mments—(1) In general For purposes of  (2) Taxable years beginning aftereb
the start of the 1998 Fall semester solely because determining whether a student meets theember 31, 2002Subject to the phase out
proficiency examinations), Student C is not treateequirements in paragraph (d) of this se®f the education credit described in
as having completed the first two years of postsegjgy for 3 taxable yeaif qualified tuition §1.25A-1(c), for taxable years beginning

dary education at ligible educational institu- : . o . :
oncary eucation a: an ey ecucatona’ NSang related expenses are paid during ordter 2002, the Lifetime Learning Credit

tion as of the beginning of 1998 or as of the begin- ; . -
ning of 1999 Therefore, Student C is an eligible taxable year for an academic period thamount is 20 percent of up to $10,000 of
student for both taxable years 1998 and 1999.  begins during JanugrFebruary or March qualified tuition and related expenses paid
Example 5 During the 1998 Fall semest&tu-  of the next taxable year (for taxpayers oduring the taxable year for education fur-
dent D is a high school student who takes classes gnfisca| taxable yeause the first three nished to the taxpayethe taxpayes

a half-time basis at College X. Student D iS not e i of the next taxable year), the acapouse, and any claimed dependent dur-

rolled as part of a degree program at College X be- ~ | . . O ) : . S .
cause College X does not admit students to a degrd€MiC period is treated as beginning duing any academic period beginning in the
program unless the student has a high schodlg the taxable year in which the paymentaxable year (or treated as beginning in
diploma or equivalent. Because Student D is not efis made. the taxable yaasee §1.25A-5(e)(2)).

rolled in a degree program at College X during (2) Example The following example  (3) Coordination with the Hope Schol-

;Zg?iggédent D is not an eligible student for taxablﬁlustrates the rule of this paragraph (e)arship Credit. Expenses paid with respect

Example 6 The facts are the same asExample In the example, assume that all the rgo a student for whom the Hope Scholar-
5. During the 1999 Spring semest&tudent D quirements to claim a Hope Scholarshighip Credit is claimed are not eligible for
again attends College X but not as part of a degrééredit are met The example is as fol- the Lifetime Learning Credit.
program. Student D graduates from high school ifpyys: (4) Examples The foIIowing examples

June 1999. For the 1999 Fall semes&udent D illustrate the rules of this paraaraph (a)
enrolls in College X as part of a degree program, and Example Student G graduates from high schoolI P grap ’

College X awards Student D credit for her priofin June 1998 After graduation, Student G works In _eaCh example,_ assume _that all th? re-
course work at College X. During the 1999 Fall sefull-time for several months to earn money for col-quirements to claim a Lifetime Learning
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Credit or a Hope Scholarship Credit, asity college. BecawsTaxpayer B is not taking the in turn, paying his qualified tuition and related ex-
applicable, are metThe examples are a_Sphotogr_aphy _course as_ p_art of_a degree progr_am penses. Under the divorce decree, Parent B has cus-
follows: to acquire or improve his job skills, amounts paid byody of Student C for 1999. Parent B properly
’ Taxpayer B for the course are not qualified tuitiorclaims Student C as a dependent on Pareni 899
g and related expenses for purposes of the Lifetinfederal income tax return. Parent B may claim an
garning Credit. education credit for the qualified tuition and related
expenses paid directly to the institution by Pafen

Example 1 In 1999 Taxpaye A pays qualifie
tuition and related expenses of $3,000 for depende'n

B to attend an eligible educational institution, and he . e
pays qualified tuition and related expenses of $4,000 (d) Effective date The Lifetime Learn-

for dependent C to attend an eligible educational if"g Credit is applicable for qualified tu- (c) Adjustment to qua“f'e(_j tuition and
stitution Taxpaye A does not claim a Hope Schol- ition and related expenses paid after Juriglated expenses for certain excludable
arship Credit with respect to either B ar@ithough 30, 1998, for education furnished in acadeducational assistanee(1) In general.
Taxpaye A paid $7,000 of qualified tuition and re- emic periOdS beginning after June 30|,n determining the amount of an educa-

lated expenses during the taxablery@axpaye A 1 gqg tion credit, qualified tuition and related
may claim the Lifetime Learning Credit with respect

to only $5,000 of such expenseZherefore, the 5 il rulaelati expenses paid during the taxable year
maximum Lifetime Learning CretiTaxpaye A may 81. 5A_5_ Spgma ruleelating to must be reduced by any amount paid to,
claim for 1999 is $1,000 (.20 x $5,000). characterization and timing of payments.or on behalf of, a student during the tax-

Example 2 In 1999 Taxpayer D pays $6,000 of . able year with respect to attendance at an
qualified tuition and related expenses for dependent (&) Payments of educational expenses

. eligible educational institution during an
E, and $2,000 of qualified tuition and related exDy a thrd party—(1) In general Solely acgdem'c oriod beainning in that tag able
penses for dependef to attend eligible educa- for purposes of section 25A, if a third IC peri ginning 1 X

tional institutions. Dependent F has alreadyco party (someone other than the taxpayeyea.lr that iS_” _ _
pleted the first two years of postsecondary . taxpaye's spouse, or a claimed de- (i) A qualified scholarship that is ex-

education. For 1999axpayer D claims the maxi- . ludable from income under sectibh7;
mum $1,500 Hope Scholarship Credit with respecf?endem) makes a payment directly to a% (ii) A veteransor member of the armed

to dependent E. In computing the amount of theligible educational institution to pay for ) .

Lifetime Learning CredijtTaxpayer D may not in- a studeris qualified tuition and related forces educational assistance a”owance

clude any of the $6,000 of qualified tition and reexpenses, the student is treated as rece der (fhf;pter 30, 31ad32’ 34 OL 35 Ohf title

lated expenses paid on behalf of dependent E bt . the navment from the third parand 8, United States Code, or under chapter
g pay bW ' 1606 of title 10, United States Code;

may include the $2,000 of qualified tuition and re-in turn paying the qualified tuition and
lated expenses of dependént ’ (iii) Employer-provided educational as-
sistance that is excludable from income

related expenses to the institution.

(b) Credit allowed for unlimited rmo- (2) Example The following example . :
ber of taxable yearsThere is no limit to illustrates the rule of this paragraph (a l_m(jer section 127; or . .
the number of taxable years that &-ta In the example, assume that all the re- ('V). Any other educational ass_lstance
payer may claim a Lifetime Learningquirements to claim an education credi&hat is excludable from gross income

Credit with respect to any student. are met The example is as follows: .othe'r than as a gift, bequgst, dewse', or
inheritance within the meaning of section

(c) Both degee and nondege courses ~ Example Grandparent D makes a direct pay-102(a)).
are eligible for the redit—(1) In general. g‘enr:tE‘O an I‘?f'_'g('jbt'e_t?dnucitc"or”?' t'“j“t““";‘ for Sst: (2) No adjustment for excludable edu-
For purposes of the Lifetime I‘eamingdgnt Esics]ur?(;tlea c?ellilrc;eg de;ei(?enixizelzzz. F%?ational a,SS,iStanC,e attribmable, to &x-
Credit, amounts paid for a course at an ehurposes of claiming an education credit, Student BENS€S paid in a prior yeaA reduction is
igible educational institution are qualifiedis treated as receiving the money from her grandpafot required under paragraph (c)(1) of this
tuition and related expenses if the cours@t and, in turn, paying her qualified tuition and resection if the amount of excludable edu-
is either part of a postsecondary degre@®d expenses. cational assistance received during the

program or is not part of a postsecondary (b) Expenses paid by dependent) L2xable yearis treated as a refund of qual-
degree program but is taken by the-st |, general Qualified tuition and related |f|gd tuition and related expenses paid in a
dent to acquire or improve job skills.  gypenses paid by a student are treated %’éor taxable yem See paragraph (f)(4) of
(2) Examples The following examples paid by a taxpayer if the student is &S Section. ,
illustrate the rule of this paragraph (c). IRtjaimed dependent of the taxpayer for the (3) Allocation of scholarships and fel-
each example, assume that all the requirgsxaple year in which the expenses ar@Wship grants For purposes of para-
ments to claim a Lifetime Learning Creditpaid. graph (C)(l) of this section, a SChO|arShI.p
are met The examples are as follows: (2) Example The following example ' fellowship grant is treated as a quali-

Example 1 Taxpaye A, a professional photogra- ilUStrates the rule of this paragraph (b f.'igesrc:;gzgsﬂg ﬁ);?eliga_ble from income
pher, enrolls in an advanced photography course atld the example, assume that all the redne h d h .
local community collegeAlthough the course is not quirements to claim an education credit (i) The student reports t e grant as in-
part of a degree prograr’ﬁaxpayeA enrolls in the are met The example |S as fO”OWS come on the StUdéBtfedera| Income tax
course to improve her job skill§he course fee paid return; or
by Taxpaye A is a qualified tuition and related ex- ~ Example Under a court-approved divorce de-  (ii) The grant must be applied, by its
pense for purposes of the Lifetime Learning Credit.cree, PareA is required to pay Student<college terms, to expenses other than qualified tu-

Example 2 Taxpayer B, a stockbrokeplans to tuition. ParehA makes a direct payment to an eligi-ition and related expenses within the
travel abroad on a “photo-safari” for his next vacable educational institution for StudentsC1999 tu- ; .
tion. In preparation for the trjTaxpayer B enrolls ition. Under paragraph (a) of this section, Student &1€@ning of sectior117(b)(2), such as
in a noncredit photography class at a local commus treated as receiving the money from Pafeand, o0Om and board.
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(4) Examples The following examples bursementis not excludable employeovided edu- igible educational institution will be
illustrate the rules of this paragraph (c)cational assistance, Student B is not required {0 r'graated as paid on the date of disburse-
In each example, assume that all the r%?ce his qualified twition and related expenses by, oy ¢ 4 taxpayer does not know the
. . . the $1,000 reimbursement he received from his em- .
quirements to claim an education credgloye.l Therefore, for purposes of calculating an eqdate of disbursement, the taxpayer must
are met The examples are as follows:  ucation credit, Student B is treated as paying $1,0dveat the qualified tuition and related ex-

in qualified tuition and related expenses to Univerpenses as paid on the last date for pay-

Example 1 University X chages Studet, who sity Y during 1999. . L

lives on Xs campus, $3,000 for tuition and $5,000 for ment prescribed by the |nst|t.qt|on.

room and board. University X awards a $2,000 (d) No double benefitQualified tuition (f) Refund of qualified tuition ante-
scholarship to Studes, which University X applies o4 (alated expenses do not include ar@ted expenses(1) Payment andefund

against Studer\’s $8,000 total bill The terms of the . . . ifi iti
chholarshi e g£xpense for which a deduction is allowe®' qualified tuition andrelated expenses

P permit it to be used to pay any of a st - .<inin the same taxable yeaWith respect to
dents costs of attendance at University X, including/Nder section 162 or any other provisiof!? P

tuition and room and board. Studeénpays the Of chapter 1 of the Internal Revenudny student, the amount of qualifieat t
$6,000 balance of her bill from University X with aCode. ition and related expenses for a taxable
combination of savings and amounts she earns from a(e) Timing rules—(1) In general Ex- year is calculated by adding all qualified

summer job. University X does not re to pa . . it i
any addijtional fees bg/ond the $3,00(?Jmirn turi)tign ince_pt as prowded n parggraph (e)(2) OEIUItIOtI;II and relaged i)iperl-ses pald f?r tge
order to enroll in classes. Stutiéndoes not report thiS section, an education credit is allaxable yes and subtracting any refun

any portion of the scholarship as income on Studetowed only for payments of qualified tu-Of such expenses rec_eiv?d from _the eligi-
A's federal income tax return. The scholarship is gion and related expenses for an acad®le educational institution during the
qualified scholarship that is excludable from Studenf,i~ period beginning in the same taxabléame taxable yea
Asi d tidll7 and is allocable first t . s i

S Income Lnder SCCL: 7 and s alocab’e st 10 vaar as the year the payment is made. Ex-(2) Payment of qualified tuition ane-

Studen A’s qualified tuition and related expenses oo .
Therefore, for purposes of calculating an educatioR€Pt for certain individuals who do notlated expenses in one taxable year ead

credit, StudepA is treated as having paid only $1,000use the cash receipts and disbursemeritgid in subsequent taxable year brefe-
(83,000 tuition — $2,000 scholarship) in qualified timethod of accounting, qualified tuitionturn filed for prior taxable yea If, in a
ition and related expenses to University X. and related expenses are treated as paid@able yen a taxpaye (or the taxpayes

Example 2 The facts are the same aiample e year in which the expenses are act@pouse or a claimed dependent) receives a
1, except that in addition to the scholarship that Uni- . refund from an eligible educational insti-
versity X awards to Studew, University X also ally paid. See §1.461-1(a)(1). 9

provides StuderA with a student loan and pays Stu-  (2) Prepayment rule-(i) In general If tution of qga!ified tgition and related ex-
dert A for working in a work/study job in the cam- qualified tuition and related expenses argenses paid in a prior taxable year and the
pus dining hall The loan is not excludable educa-paid during one taxable year for an acadéefund is received before the taxpayer

o e, Inaddton vages a0 L feriod hat begns during he draies a federal income ax reun o e
: ; Payo! Sfhree months of the taxpaye next tax- prior taxable yea the amount of the qual-

neither a qualified scholarship nor otherwise exclud = -
able from gross incomeTherefore, Studer is not  able year (i.e., in JanuarFebruay, or ified tuition and related expenses for the
required to reduce her qualified tuition and relatedlarch of the next taxable year for calenprior taxable year is reduced by the
expenses by the amounts she receives frqm the siqr year taxpayers), an education credit gmount of the refund.
dent loan or as wages from her work/study job. o10ved with respect to the qualified-t  (3) Payment of qualified tuition arn-
Example 3 In 1999, Student B pays University .. . .
Y $1,000 in tuition for the 1999 Spring semeste 110N and related expenses only in the taxated expenses in one taxable year eard
University Y does not require Student B to pay anyable year in which the expenses are paidfiund in subsequent taxable yea(i) In
additional fees beyond the $1,000 in tuition in order (i) Example The following example general If, in a taxable year (refund
to enroll in classes. Student B is an employee gf|ystrates the rule of this paragraplyear), a taxpayer (or the taxpajgespouse
Company Z At the end of the academic period ‘f’mdlge)(Z). In the example, assume that all ther a claimed dependent) receives a refund
during the same taxable year that Student B paid to- ~* . . . g L
ition to Universiy Y, Student B provides Company '€quirements to clalm_an education creditf qualified tuition and related expenses
Z with proof that he has satisfactorily completed hi@reé met The example is as follows: for which the taxpayer claimed an educa-

courses at UniversitY. Pursuant to an educational tion credit in a prior taxable ygahe tax

. . : : Example In December 1998Taxpaye A, a cal- .
assistance program described in section 127(b), q p I Zply . i- |mp05ed by chapter 1 of the Internal Rev-
Company Z reimburses Student B for all of the tu?_n ar .y_ear taxpayepays College Z $1,000 in quali P
ition paid to Universig Y. Because the reimburse- fed tuition and related expenses to attend the 196@NU€ Code for the refund year is increased

ment from Company Z is employprovided educa- Spring semeste which begins in January 1999. by the recapture amount.
tional assistance that is excludable from Studést B/ 2XPay€ A may claim an education credit only in (i) Recaptue amount The recapture

gross income under section 127, the reimbursemeéggﬁgfgérgsgtzents made in 1998 for the 1999 5 nt is the dference between the
reduces Student’8 qualified tuition and related ex- credit claimed in the prior taxable year

Eaucaton credi, Student B s veated a5 having patg (3) EXPenses paid with loangeeeds. and the redetermined crediThe redeter-
no qualified tuition and related expenses to UniverAN education credit may be claimed fomined credit is computed by reducing the
sity Y during 1999. the qualified tuition and related expenseamount of the qualified tuition and related
Example 4 The facts are the same assixample  paid with the proceeds of a loan only irexpenses for which a credit was claimed
3, except that the reimbursement from Company Zighe taxable year in which the expenses aie the prior taxable year by the amount of
Sztsg?gzsa;r?ts?ct?;nigiﬁ;"c’igioist:é?x;z z;oc?l:z{)"aid, and may no_t be claimed i_n the tgxthe refund of the qualified tyition and'r.e-
able from Student B gross income, and is taxed asable year in which the loan is repaidlated expenses (redetermined qualified

additional wages to Student B. Because therei Loan proceeds disbursed directly to an ekxpenses), and computing the credit using
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the redetermined qualified expenses and (i) Adding all refunds of qualified tuition and re-

the relevant facts and circumstances dfted expenses received during the taxable ye
; e ($800 + $200 = $1,000); and, then

the prior taxable yeasuch as modified ™ o i cing i) from () (3,000 — $1,000 =

adJU_Sted gross '”C‘?m? (redetermm.egZ,OOO) Therefore, Studem\’'s qualified tuition and

credit) Any redetermination of the tax li- related expenses for 1998 are $2,000.

ability for the prior taxable year (by audit Example 2 (i) In December 1998, Student B, &
or amended return) will be taken into acsenior at CollegY, pays $2,000 for qualified tuition

count in Computing the redeterminecf”d relatgd expenses for.a 16—hour'wqu load for t
credit 999 Spring semeste Prior to beginning classes,

. . Student B withdraws from a 4-hour course. On Ja
(4) Excludable educational assistanc@ary 15, 1999, Student B files her 1998 income t:

received in a subsequent taxable yeaeturn and claims a $400 Lifetime Learning Cred

treated as aefund If, in a taxable yea for the $2,000 qualified expenses paid in 1998.

any excludable educational assistance (i) She calculates the increase in tax for 1999 b
. . . (A) Calculating the redetermined qualified ex

(_desc_nbed in paragraph (c)(l) .of th|§ S€G5enses ($2,000 — $500 = $1,500):

tion) is received for the qualified tuition’ (g caiculating the redetermined credit for th

and related expenses paid during a prieédetermined qualified expenses ($050 .20 =

taxable year (or attributable to enrollmen$300); and

at an eligible educational institution dur- (C) Subtracting the redetermined credit from th

. . . redit claimed in 1998 ($400 — $300 = $100).
ing a prior taxable year), the educatlonaﬁ_ (iii) Therefore, Student B must increase the te

assistance is treated as a refund of qualj; her 1999 federal income tax return by $100.
fied tuition and related expenses for pur- Example 3 In September 1998, Student C pay
poses of paragraphs (f)(2) and (3) of thi€ollege Z $1,200 in qualified tuition and related e
section. If a taxpayer (or the taxpaye penses to attend evening classes during the 1¢
spouse or a claimed dependent) receivE8! Semeste Student C is an employee of Com
. . pany R. On January 15, 1999, Student C files a fe
any excludable educational assistance bgr'al income tax return for 1998 claiming a Lifetime
fore the taxpayer files a federal incomeearning Credit of $240 (.28 $1,200). Pursuant to
tax return for the prior taxable yedahe an educational assistance program described in s
amount of the qualified tuition and relatedion 127(b). Company R reimburses Student C
expenses for the pl’iOI’ taxable year is ré:_ebruary 1999 for thg $1,200 of quallflgd tuition an
related expenses paid by Student C in 19%98e
duced by the amount of the excludablg;, equcation credit claimed by Student C f
educational assistance as provided ifbosg is subject to recapture. Because Student
paragraph (f)(2) of this section. If a taxaid no net qualified tuition and related expenses
payer (or the taxpayés spouse or a 1998, the redetermined credit for 1998 is zero. St
claimed dependent) receives exc|udab’;éent C must increase the amount of Studelst C
d ti | ist fter the tax 1999 taxes by the recapture amount, which is $2
e UC{:I lonal assis a_nce aite eta pay&ﬁe education credit claimed for 1998 ($240) mint
has filed a federal income tax return fofhe redetermined credit for 1998 ($0)). Because t
the prior taxable yaga any education $1,200 reimbursement is taken into account in cz
credit claimed for the pl’iOI’ taxable year jsulating the $240 recapture amount for 1999, the

subject to recapture as provided in parémbursement does not reduce the amount of a
- - qualified tuition and related expenses that Student
graph (f)(3) of this section.

. paid in 1999.
(5) Examples The following examples
illustrate the rules of this paragraph (f). Robert EWenzel,
In each example, assume that all the re- Deputy Commissioner of
quirements to claim an education credit Internal Revenue.

are met The examples are as follows:
(Filed by the Gfice of the Federal Register on Janu
Example 1 In January 1998, StudeA, a full-  ary 5, 1999, 8:45 a.m., and published in the issue
time freshman at University X, pays $2,000 foithe Federal Register for January 6, 1999,Fa3.
qualified tuition and related expenses for a 16-hourg4)
work load for the 1998 Spring semasterior to be-
ginning classes, Studef withdraws from 6 course
hours. On February 15, 1998, Studémeceives an
$800 refund from University X. In September 1998,
Studem A pays University X $1,000 to enroll half-
time for the 1998 Fall semestePrior to beginning
classes, Studem withdraws from a 2-hour course,
and she receives a $200 refund in October 1998.
Studen A computes the amount of qualified tuition
and related expenses she may claim for 1998 by:
(i) Adding all qualified expenses paid during the
taxable year ($2,000 + 1,000 = $3,000);




