Notice of Proposed Rulemaking 1111 Constitution Avenue, NW., Washing- How the burden of complying with the

and Notice of Public Hearing ton, DC. Taxpayers may also submit comproposed collection of information may
ments electronically via the internet by sebe minimized, including through the ap-

Information Reporting for lecting the “Tax Regs” option on the IRSplication of automated collection tech-

Payments of Qualified Tuition Home Page, or by submitting comments diniques or other forms of information tech-

and Payments of Interest on rectly to the IRS internet site atnology; and

Qualified Education Loans; http://www.irs.ustreas.gov/prod/tax_regs/re Estimates of capital or start-up costs

Magnetic Media Filing gslist.html. The IRS will publish the timeand costs of operation, maintenance, and

and date of the public hearing and the locgurchase of services to provide informa-
tions of any videoconferencing sites in théion.
Federal Register. The collection of information in this pro-

REG-105316-98 FOR FURTHER INFORMATION CON- posed regulation is in §§1.6050S-1 and

1.6050S-2. In general, eligible educational

AGENCY: Internal Revenue Service ACT: Concerning the regulations, Donn?nstitutions and insurers must file a Form

(IRS), Treasury. Welch, (202) 622-4910; concerning subs yqe "y jition Payments Statement,”
missions of comments, the hearing, and/or. h th ' RS f h individual with '
ACTION: Notice of proposed rulemak-tg he placed on the building access list 3 o ' or each individual with re-

ing and requests to videoconference th@tend the hearing, Guy Traynor, (202) 622:°Ct 0 whom payments of qualified tu-
public hearing. 2180: concerning th : /. 1tion and related expenses were received, or
; g the magnetic media f|||ng .
it . for fil eimbursements or refunds of such ex-
SUMMARY: This document contains pro-SPecifications, waivers for filing on mag-, o\ oo \yere made, and furnish an informa-

posed regulations relating to the informal€tic media, and extensions of time, contagty '~ ot such individual, This col-

tion reporting requirements under sectiof® Intemal Iéevenue sc)e;viczz,sh/éz;rggsbur%ction of information is required in order
6050S of the Internal Revenue Code forOmputing Center, (304) 263- (oL ™ ssist the IRS and taxpayers in calculat-

Requirements for Information
Returns

payments of qualified tuition and related®ll-ree numbers). ing the amount of any education tax credit
expenses and interest on qualified educ&UpPPLEMENTARY INFORMATION:  allowable under section 25A. In addition,

tion loans, including the filing of informa- _ payees who receive from any payor interest
tion returns on magnetic media. The reglZ@Perwork Reduction Act payments aggregating $600 or more on one

lations reflect changes to the law made by 1o collection of information con- or more qualified education loans must file
the Taxpayer Relief Act of 1997. The regugaineq in this notice of proposed rulemaka Form 1098-E, “Student Loan Interest
lations provide guidance to eligible educay,; pa5 heen submitted to the Office oBtatement,” with the IRS and furnish an in-
tional institutions and insurers receiVinQ\/lanagement and Budget for review in acformation statement to the payor. This col-
payments of, or making reimbursements Qi jance with the Paperwork Reductiofection of information is required in order
refunds of, qualified tuition and related ex- ¢ ot 1995 (44 U.S.C. 3507(d)). Com-to assist the IRS and taxpayers in calculat-
penses. The regulations also provide guidliants on the collection of informationing the amount of any student loan interest
ance to payees receiving interest paymentg, ;|4 pe sent to theffice of Manage- deduction allowable under section 221.
on qualified education loans. This doCUpent and Budget Attn: Desk Officer for  The likely respondents are businesses or
ment also announces that a DUbIIC heariqge Department of the Treasury, Office opther for-profit institutions and nonprofit
will be held on the proposed regulation$,¢ormation and Regulatory Affairs, institutions.

upon request and that persons outside g, shington, DC 20503, with copies tdEstimated total annual reporting burden
Washington, DC, area who wish 10 testify o |yternal Revenue ServiceAttn: IRS for 1998 for Form 1098-T: 2,419,438
at the hearing may request that the IRRe o115 Clearance Officer, OP:FS:FHOUIS.

videoconference the hearing to their SiteS'Washington, DC 20224. Comments ofestimated average annual burden hours

DATES: Written or electronically gener-the collection of information should be reP€r response for _

ated comments must be received by Segeived by August 15, 2000. Comment§0rm 1098-T: 7 minutes.

tember 14, 2000. Requests to videoconfeare specifically requested concerning: ~ Estimated number of responses for 1998
ence the hearing to other sites must be Whether the proposed collection of infor Form 1098-T: 20,738,039.

received by August 15, 2000. AD-formation is necessary for the proper pefEstimated annual frequency of responses:
DRESSES: Send submissions toformance of the functions of the IRS, in‘Once.

CC:DOM:CORP:R (REG-105316-98),cluding whether the information will haveEstimated total annual reporting burden
room 5226, Internal Revenue Service, POBractical utility; for 1998 for Form 1098-E: 437,691
7604, Ben Franklin Station, Washington, The accuracy of the estimated burdeRours.

DC 20044. Submissions may be hand d@ssociated with the proposed collection distimated average annual burden hours
livered Monday through Friday betweerinformation (see below); per response for

the hours of 8 a.m. and 5 p.m. to: How the quality, utility, and clarity of Form 1098-E: 3 minutes.
CC:DOM:CORP:R (REG-105316-98),the information to be collected may be enEstimated number of responses for 1998

Courier’s Desk, Internal Revenue Servicd)anced; for Form 1098-E: 8,753,819.



Estimated annual frequency of responseander section 25A. Similarly, section685)), and extends the application of No-
Once. 6050S requires any person engaged intige 98—7 (as modified) to information re-
An agency may not conduct or sponsotrade or business of making payments tporting required under section 6050S for
and a person is not required to respond tany individual under an insurance agreet999. On July 26, 1999, the IRS pub-
a collection of information unless it dis-ment as reimbursements or refunds dished Notice 99-37, which extends the
plays a valid control number assigned byualified tuition and related expenses tapplication of Notice 98—7 (as modified)
the Office of Management and Budget. file information returns and to furnishto information returns required under sec-
Books or records relating to a collecwritten information statements. Lastlytion 6050S for 2000.
tion of information must be retained asection 6050S requires certain payees
long as their contents may become matewho receive payments of interest on ong’
ial in the administration of any internalor more qualified education loans to file This document also contains proposed
revenue law. Generally, tax returns anthformation returns and to furnish writtenamendments to the Regulations on Proce-
tax return information are confidential, agnformation statements to assist taxpayedure and Administration (26 part 301) re-

Magnetic Media Requirements

required by 26 U.S.C. 6103. and the IRS in determining any intereslating to the filing of information returns
deduction allowable under section 221. on magnetic media under section 6011(e).
Background The IRS has published several noticeSection 6011(e) authorizes the Secretary

1. Information Reporting Requirements presgriping Iimiteql informqtion reportingto prescribe regulati'ops proyiding the
for eligible educational institutions for thestandards for determining which returns
This document contains proposedears 1998, 1999, and 2000. On Decenmust be filed on magnetic media. Section
amendments to the Income Tax Regulaser 22, 1997, the IRS published Notic&011(e)(2)(A) provides that the Secretary
tions (26 CFR part 1) relating to informa-97—-73 (1997-2 C.B. 335), which de-shall not require any person to file returns
tion reporting requirements under sectioBcribes the information that an eligible eden magnetic media unless the person is
6050S. The Taxpayer Relief Act of 1997cational institution must report for 1998 required to file at least 250 returns during
(Public Law 105-34 (111 Stat. 788) (TRAOn September 8, 1998, the IRS publisheitie calendar year. Section 6011(e)(2)(B)
‘97)) added section 25A of the InternaliNotice 98-46 (1998-36 I.R.B. 21), whichprovides that, in prescribing regulations,
Revenue Code to provide the Hope Schogxtends the application of Notice 97—73he Secretary shall consider the ability of
arship Credit and the Lifetime Learningo information returns required under secthe taxpayer to comply at reasonable cost
Credit (education tax credits). In generakjon 6050S for 1999. On December 7with the requirements of the regulations.
the Hope Scholarship Credit and the Life1998, the IRS published Notice 98-59 . o
time Learning Credit allow certain tax-(1998-49 I.R.B. 16), which modifies theEXPlanation of Provisions
o oo 5 e S o o D I I, it Foporing for Paymerts
institution to claim a nonrefundable credit e for students who - |n.orma rolednd Reimbursements or Refunds of Quali-
, ; . - credlturns for students who are: (1) enrolledieq Tyition and Related Expenses
against their Federal income tax |Iab|||ty.dur|ng the year 0n|y in courses for which
On January 6, 1999, the IRS issued prehe student receives no academic credit; The proposed regulations require an el-
posed regulations under section 25A. Sef (2) nonresident alien students, unlegdgible educational institution (as defined
64 F.R. 794 (1999) the student requests the institution to rén section 25A(f)(2) and the regulations
TRA 97 also added section 221 of theyort. On July 26, 1999, the IRS publishe¢hereunder) (an institution) that receives
Internal Revenue Code to allow certaitNotice 99-37 (1999-30 |.R.B. 124) payments of qualified tuition and related
taxpayers who pay interest on qualifiegvhich extends the application of Noticeexpenses (as defined in section 25A(f)(1)
education loans to claim a Federal incomg7—73 (as modified) to information re-and the regulations thereunder) with re-
tax deduction for their interest paymentsiurns required under section 6050S fospect to any individual, or makes reim-
In general, a deduction is allowed for in20QQ. bursements or refunds of such amounts,
terest payments made during the first 60 |n addition, the IRS has published sevto file a Form 1098-T with the IRS. In
months in which interest payments are resral notices describing the information readdition, the proposed regulations require
quired on a qualified education loanporting for certain payees who receive in@ny person engaged in a trade or business
However, no interest deduction is allowederest on qualified education loans durin§f making payments under an insurance
for any interest paid before January lthe years 1998, 1999, and 2000. On Jan@trangement as reimbursements or re-
1998. On January 21, 1999, the IRS isgry 20, 1998, the IRS published Noticdunds (or other similar amounts) of quali-
sued proposed regulations under sectiayg—7 (1998-1 C.B. 339), which describe§ed tuition and related expenses (an in-
221. See 64 F.R. 3257 (1999). the information reporting required undesurer) to file a Form 1098-T with the IRS.
In addition, TRA ‘97 added sectionsection 6050S for 1998. On November Under the proposed regulations, the
6050S of the Internal Revenue Codejg, 1998, the IRS published Notice 98-5#0llowing information must be reported
which requires eligible educational insti-(1998-2 C.B. 641), which modifies No-on Form 1098-T: (a) the name, address,
tutions to file information returns and totice 98-7 to reflect a technical change tg¢nd taxpayer identification number
furnish written information statements tosection 221 made by the Internal Revenud IN)(as defined in section 7701(a)(41))
assist taxpayers and the IRS in determirservice Restructuring and Reform Act off the institution or the insurer; (b) the
ing any education tax credit allowable1998 (Public Law 105-206 (112 Stathame, address, and TIN of the individual



with respect to whom payments of qualiacademic creditneans credit awarded bythe deduction allowable under section 151
fied tuition and related expenses were rexn institution for the completion of for the taxable year. Thus, under the pro-
ceived, or reimbursements or refundsoursework leading toward a post-segaosed regulations, there is no requirement
were made; (c) the aggregate amount oihdary degree, certificate, or other recoge furnish a statement to any taxpayer
payments of qualified tuition and relatechized post-secondary educational credemho will claim the individual as a depen-
expenses from any source that the institdial. dent on the taxpayer’s Federal income tax
tion received with respect to the individ- The proposed regulations provide thateturn.
ual during the calendar year; (d) the agn determining the payments for qualified The proposed regulations describe the
gregate amount of reimbursements duition and related expenses that an instiules for the time and manner of filing in-
refunds of qualified tuition and related extution must report, payments receivedormation returns with the IRS and fur-
penses that the institution or insurer madeith respect to an individual from anynishing information statements. Forms
with respect to the individual during thesource (except for any scholarship oL098-T must generally be filed with the
calendar year; (e) the aggregate amount gfant that, by its terms, must be applied ttRS on or before February 28 (March 31
any scholarships or grants that the instittexpenses other than qualified tuition and filed electronically) of the year follow-
tion processed during the calendar yeaelated expenses, such as room and boaidy the calendar year in which the pay-
for the payment of the individual’'s costsare treated as payments of qualified tunents were received, or reimbursements
of attendance; (f) an indication by the inition and related expenses up to the totalr refunds were made. In general, an in-
stitution whether the individual was en-amount billed for such expenses. stitution or insurer must furnish an infor-
rolled for at least half of the normal full- The proposed regulations provide thatation statement to each individual with
time work load for the course of study then institution or insurer must furnish arrespect to whom payments of qualified tu-
individual is pursuing for at least one acainformation statement to each individuaition and related expenses were received,
demic period that begins during the calerfor whom it is required to file a Form or reimbursements or refunds were made,
dar year; (g) an indication by the institu-1098-T. The proposed regulations proen or before January 31 of the year fol-
tion whether the individual was enrolledvide that the statement must include thlbwing the calendar year in which pay-
in a program leading to a graduate-levehformation included on the Form 1098-Tments were received, or reimbursements
degree, graduate-level certificate, or othdiled with the IRS and a legend that idener refunds were made. Although the reg-
recognized graduate-level educationaifies the statement as important tax inforulations do not specifically address the
credential; and (h) any other informatiormation being furnished to the IRS. Theassue of electronic transmission of infor-
required by Form 1098-T and its instrucstatement must include instructions thanation statements, the IRS is currently
tions. state that the taxpayer may not be able &iudying the issue. Accordingly, the IRS
The proposed regulations reserve thelaim an education tax credit under seanay address that issue in future guidance.
requirement in section 6050S(b)(2)(BYion 25A and the regulations thereunder Under the proposed regulations, an in-
that an institution or insurer obtain and rewith respect to the total payments of qualstitution or insurer may be subject to a
port the name, address, and TIN of anified tuition and related expenses reportedenalty under section 6721 for failure to
taxpayer who will claim the individual for the calendar year. The instructionéile correct Forms 1098-T and a penalty
with respect to whom payments are remust state that the amount of the scholaunder section 6722 for failure to furnish
ceived, or reimbursements or refunds arghips, grants, reimbursements, or refund®rrect information statements. The pro-
made, as a dependent for purposes of theported for the calendar year and othgrosed regulations generally follow the
deduction allowable under section 151 fosimilar amounts not reported (becausrailes under section 6724 for waivers of
the taxable year. Thus, under the prahey are not processed by the institutiorpenalties for certain failures due to rea-
posed regulations, there is no requirementay reduce the amount of any allowablsonable cause. The regulations also pro-
to obtain and report the name, addressducation tax credit for the taxable year oride special rules for soliciting an individ-
and TIN of any taxpayer who will claim a prior taxable year. The instructionsial’s TIN. An institution or insurer that
the individual as a dependent on the taxnust state that the taxpayer should refe@omplies with those rules will not be pe-
payer’s Federal income tax return. to relevant IRS forms and publicationshalized for any failure to obtain or include
Consistent with the exceptions to re{such as Form 8863, “Education Credits,a correct TIN on a Form 1098-T or the re-
quired reporting in Notice 98-59, the proand Publication 970, “Tax Benefits forlated information statement.
posed regulations provide that an instituHigher Education”) for explanations re- : .
. . . . . : D . 2. Information Reporting for Payments of
tion or insurer is not required to file alating to the eligibility requirements for, Interest on Qualified Education Loans
Form 1098-T for an individual who is aand the calculation of, any allowable edu-
nonresident alien, unless the individuatation tax credit. The proposed regulations require any
requests that the institution or insurer re- The proposed regulations reserve thgerson engaged in a trade or business tha
port. In addition, an institution is not re-requirement in section 6050S(d) that areceives from any payor interest of $600
quired to file a Form 1098-T for an indi-institution or insurer furnish a statemenbr more for any calendar year on one or
vidual who is enrolled during the calendato any taxpayer who will claim the indi- more qualified education loans (as de-
year only in courses for which the indi-vidual with respect to whom payments aréned in section 221(e)(1) and the regula-
vidual receives no academic creditreceived, or reimbursements or refundsons thereunder) (a payee) to file a Form
Under the proposed regulations, the termre made, as a dependent for purposes I#98-E with the IRS. Under the proposed



regulations, a payee must report the nameglop systems to report amounts othepbrmation returns with the IRS and fur-
address, and taxpayer identification nunthan stated interest, the proposed regulaishing information statements to payors.
ber (TIN) of the payee; the name, addrespns do not require payees to report loaRorms 1098-E must generally be filed
and TIN of the payor; and the aggregaterigination fees and capitalized interestvith the IRS on or before February 28
amount of interest received during thédor loans made before January 1, 2002. (March 31 if filed electronically) of the
calendar year from the payor. The payee The proposed regulations provide rulegear following the calendar year in which
may be the lender, the holder of the loarip determine which loans are qualified edthe interest payments were received. In
or the loan servicer. The regulations dedcation loans subject to information regeneral, a payee must furnish an informa-
fine thepayoras the individual carried on porting under section 6050S. The reguldion statement to the payor on or before
the books and records of the payee as th®ens provide that, unless the loan idanuary 31 of the year following the cal-
borrower on a qualified education loan. Isubsidized, guaranteed, financed, or otlendar year in which interest payments
there are multiple borrowers, the principaérwise treated as a student loan underveere received. Although the regulations
borrower indicated on the payee’s bookprogram of the Federal, state, or locadlo not specifically address the issue of
and records is treated as the payor for pugovernment or an eligible educational inelectronic transmission of information
poses of section 6050S. stitution, the payee must request and olstatements, the IRS is currently studying

Under the proposed regulations, dain a certification from the payor that thehe issue. Accordingly, the IRS may ad-
payee is required to report only interedban will be used solely to pay qualifieddress that issue in future guidance.
payments received on a qualified educdiigher education expenses. The regula- Under the proposed regulations, a
tion loan during the first 60 months intions provide that the payee may uspayee may be subject to a penalty under
which interest payments are required oRorm W-9S, “Request for Student’s Sosection 6721 for failure to file correct
the loan. The proposed regulations, ieial Security Number and Borrower Certi++orms 1098-E and a penalty under section
general, incorporate the rules of sectiofication,” to request and obtain the certifi-6722 for a failure to furnish correct infor-
221 and the regulations thereunder to deation. If a payee fails to obtain amation statements. The proposed regula-
termine the 60-month period for which inrequired certification, the loan is nottions generally follow the rules under sec-
terest payments must be reported. Undéeated as a qualified education loan faiion 6724 for waivers of penalties for
the proposed regulations, the 60-monthurposes of section 6050S. certain failures due to reasonable cause.
period generally begins on the date the The proposed regulations provide that &he regulations also provide special rules
qualified education loan first enters repayee must furnish an information statefor soliciting the payor’s TIN. A payee
payment status. However, for qualifiednent to each payor for whom it is rethat complies with those rules will not be
education loans made before January juired to file a Form 1098-E. The pro-{enalized for any failure to obtain or in-
1998, if the payee does not know, angosed regulations provide that thelude a correct TIN on a Form 1098-E or
does not have reason to know, the date etatement must include the informatiorihe related information statement.
which the loan entered repayment statusjcluded on the Form 1098-E filed with . . .

. . . . e 3. Requirement to File Information

then, for information reporting purposesthe IRS and a legend that identifies thﬁeturns on Madanetic Media
the 60-month period begins on January ktatement as important tax information g
1998. For defaulted loans made beforkeing furnished to the IRS. The statement The proposed regulations amend the
January 1, 1998, if the payee does nahust include instructions that state thategulations under section 6011(e) to re-
know, and does not have reason to knownder section 221 and the regulationguire eligible educational institutions, in-
the date on which the loan entered repayhereunder, the payor may not be able turers, and payees who are required to file
ment status, then, for information reportdeduct the full amount of interest reporte@50 or more Forms 1098-T or 1098-E to
ing purposes, the 60-month period beginan the statement. The instructions mugtle on magnetic media. Under
on the earlier of the date the loan wergtate that interest payments are deductib§301.6011-2(a)(1), the termagnetic
into default or January 1, 1998. If theonly during the first 60-months that inter-mediameans any media permitted under
payee does not know, and does not haest payments are required. If the payespplicable regulations, revenue proce-
reason to know, either the date the loareports only stated interest, the instrucdures, or publications, including magnetic
entered repayment status or the defauibns must state that the payor may btpe, tape cartridge, and diskette, as well
date, then, for information reporting pur-able to deduct additional amounts (e.gas other media (such as electronic filing).
poses, the 60-month period begins on Jagertain loan origination fees and capital- )
uary 1, 1998. ized interest) not reported on the statd roPosed Effective Date
. The prqused regulations provide thatnent. The instructions must also state Thage regulations are proposed to
in determining the aggregate amount ahat the payor s.hou'ld refer to relevant !Rﬁpply to information returns required to
interest payments to be reported by forms and publications (such as Publicasg filed, and information statements re-
payee, the terrimterestincludes stated in- tion 970) for explanations relating to thequired to be furnished, after December
terest, loan orlgllnatlon fees (qthgr thgmzllglblllty requirements fpr, and the calgu-31’ 2001. Taxpayers may rely on these
any fees for serylces), and capitalized irlation of','any allowzf\ble interest ded“Ct'Orbroposed regulations for guidance pend-
tgrest as described in proposeq regulan qualified education Iogns. ' ing the issuance of final regulations. If,
tions §;.221—1(h)(2). quevgr, in order The propoged regulations desc':rllbe.thgnd to the extent, future guidance is more
to provide payees sufficient time to defules for the time and manner of filing in- astrictive than the guidance in the pro-



posed regulations, the future guidance Moreover, the proposed regulations re- The IRS will publish the time and date
will be applied without retroactive effect. quiring filing Forms 1098-T and 1098-Eof the public hearing and the locations of
on magnetic media impose no additionany videoconferencing sites in a docu-
reporting or recordkeeping and only prement in theFederal Register

: cribe the method of filing information re- ) )
poléeh; Sre%eueigtSfr::r?rlger?oth:tsﬁgisiﬁczrgyrns that are already required to be _filed?raft'”g Information
&urther, these regulations are consistent

X . . The principal author of the regulations
Juith the statutory requirement that an e“is Donna Welch, Office of Assistant Chief

Special Analyses

regulatory action as defined in Executiv

Order 12866. Therefore, a regulatory a

sessment is not required. It has also bediPle educational |r(1jst|tuf.t||0|;, |nsur1%ré80r ounsel (Income Tax and Accounting).
determined that section 553(b) of the AdPaY€€ IS notrequired to file Forms i

te _ or 1098-E on maanetic media unless ra10Wever other personnel from the IRS
ministrative Procedure Act (5 U.S.C. g and the Treasury Department participated

chapter 5) does not apply to these regulguired to file atleast 250 or more rewmg, development of the regulations.
tions. An initial regulatory flexibility during the year. Finally, the economic im- X ok ok ok

analysis has been prepared for this notid®Ct caused by requiring Forms 1098-T

of proposed rulemaking under 5 U.S.cand 1098-E on magnetic media should beroposed Amendments to the

603 and is set forth under the headin@'n'mal because most |nst.|tut|on’s, in-Regulations

“Initial Regulatory Flexibility Analysis” SUrér's, and payee’s operations are com- _

in this preamble. Pursuant to sectioH“te“Zed', Even if th§|r operations are not Accordingly, 26 CFR parts 1 and 301
7805(f), this notice of proposed rulemakComputerized, the incremental cost oére proposed to be amended as follows:

nagnetic media reporting should be mini-

ing will be submitted to the Chief Counse PART 1—INCOME TAXES

for Advocacy of the Small Business Ad_mal in most cases because of the availab

ministration for comment on its impact onfty Of computer service bureaus. In addi- Paragraph 1. The authority citation for

small business. tion, the existing regulations under section : . S i

6011(e) provide that the IRS may waivé)art.l is amended by _addmg entries |n.nu

Initial Regulatory Flexibility Analysis the magnetic media filing requirements orr]nencal o_rder to read in part as follows:
Authority: 26 U.S.C. 7805 * * *

) ) ) a showing of hardship. The waiver aus . )
The collection of information Con- yqrity will be exercised so as not to unsccuon 1-6050S-1 also issued under sec

tained in §§1.60508—_1(a) and (b) anﬂmy burden institutions, insurers, and paytéont.% U1.86.0C5.06805208|(g).. i
1.6050S-2(a) and (c) is needed t0 assighs |acking both the necessary da aeC|206nU . —2 also issued under sec-
the IRS and taxpayers in determining thg,,cessing facilities and access at a rego. o

. . C * % %
amount of any education credit allowablg,naple cost to computer service bureau§0508(g)'

under section 25A and the amount of any Par. 2. Sections 1.6050S-0 through
interest deduction allowable under sectioComments and Public Hearing 1.6050S-2 are added to read as follows:
221. The objectives of the proposed regu- §1.6050S-0 Table of contents

lations are to provide uniform, practica- Before these proposed regulations are This section lists captions contained in
ble, and administrable rules under sectioadopted as final regulations, consideraé8§1.6050S—1 and 1.6050S-2.

6050S. The types of small entities tdion will be given to any written and elec-8§1.6050S-1 Information reporting for
which the proposed regulations mayronic comments that are submitted timelpayments and reimbursements or refunds
apply are small eligible educational insti{0 the IRS. The IRS and Treasury specifief qualified tuition and related expenses
tutions (such as colleges and universities§ally request comments on the clarity ofa) Information reporting requirement.
certain insurers who reimburse educghe proposed regulations and how thefl) In general.

tional expenses, and certain payees wi@n be made easier to understand. A(2) Exceptions.

receive payments of interest on qualifie¢omments will be available for public in-(i) No reporting for nonresident alien in-
education loans. As of the end of Decenfipection and copying. dividuals.

ber 1999, a total of 20,738,039 Forms A public hearing will be scheduled in(ii) No reporting for individuals enrolled
1098-T were filed with the IRS for 1998the Internal Revenue Building, 1111 Conin noncredit courses.

and a total of 8,753,819 Forms 1098-mstitution Avenue, NW., Washington, DC.(A) In general.

were filed with the IRS for 1998. TheThe IRS recognizes that persons outsid®) Academic credit defined.

current estimated reporting burden is the Washington, DC, area may also wisfC) Example.

minutes per Form 1098-T and 3 minute$0 testify at the public hearing through(b) Requirement to file return.
per Form 1098-E. No special profesvideoconferencing. Requests to includél) Form of return.

sional skills are necessary for preparatioideoconferencing sites must be receive®) Information included on return.

of the reports or records. There are nby August 15, 2000. If the IRS receivedi) In general.

known Federal rules that duplicate, oversufficient indications of interest to war-(ii) Requirement to include name, ad-

lap, or conflict with these proposed regutant videoconferencing to a particuladress, and TIN of any taxpayer who will

lations. The regulations proposed aréity, and if the IRS has videoconferencinglaim the individual as a dependent on the
considered to have the least economic infacilities available in that city on the dateaxpayer’s Federal income tax return.

pact on small entities of all alternativeghe public hearing is to be scheduled, thgReserved]
considered. IRS will try to accommodate the requestq3) Time and place for filing return.



(i) In general. (i) Transitional rules for reporting on (i) File an information return, as de-

(i) Return for nonresident alien individ- loans made before January 1, 1998. scribed in paragraph (b) of this section
ual. (b) Definitions. with the Internal Revenue Service (IRS)
(iif) Extensions of time. (c) Requirement to file return. with respect to each individual for whom
(4) Use of magnetic media. (1) Form of return. such payments are received, or reim-
(c) Requirement to furnish statement.  (2) Information included on return. bursements or refunds are made; and

(1) In general. (3) Time and place for filing return. (ii) Furnish a statement, as described in
(2) Statement furnished to any taxpaye(i) In general. paragraph (c) of this sectipim each indi-
who will claim the individual as a depen-(ii) Extensions of time. vidual described in paragraph (c) of this
dent on the taxpayer’s Federal income tajd) Use of magnetic media. section.

return. [Reserved] (d) Requirement to furnish statement. (2) Exceptions—(i) No reporting for non-
(3) Time and manner for furnishing state{1) In general. resident alien individuals The information
ment. (2) Time and manner for furnishing statereporting requirements of this section do not
() In general. ment. apply with respect to any individual who is
(i) Statement to nonresident alien indi{i) In general. a nonresident alien (as defined in section
vidual. (il) Extensions of time. 7701(b) and §301.7701(b)-3 of this chap-
(iif) Extensions of time. (3) Copy of Form 1098-E. ter) during the calendar year, unless the in-
(4) Time and manner for furnishing state{e) Special rules. dividual requests the institution or insurer to

ment to any taxpayer who will claim the(1) Transitional rule for reporting of loanreport. If a nonresident alien individual re-
individual as a dependent on the taxerigination fees and capitalized interest. quests an institution or insurer to report, the
payer’s Federal income tax return. [Ref2) Qualified education loan certification. institution or insurer must comply with the

served] (3) Payments of interest received or colrequirements of this section for the year
(5) Copy of Form 1098-T. lected by one or more persons. with respect to which the request is made
(d) Special rules. (i) In general. and all years after such request in which it
(1) Payments received for qualified tu<ii) Exception. receives payments of qualified tuition and
ition and related expenses determined. (4) Reporting by foreign persons. related expenses or makes reimbursements
() In general. (5) Governmental units. or refunds of such amounts with respect to
(i) Example. (f) Penalty provisions. such individual.

(2) Payments of qualified tuition and re{1) Failure to file correct returns. (if) No reporting for individuals en-
lated expenses received or collected of2) Failure to furnish correct informationrolled in noncredit courses(A) In gen-
behalf of an institution. statements. eral. The information reporting require-
(i) In general. (3) Waiver of penalties for failures to in-ments of this section do not apply with
(i) Exception. clude a correct TIN. respect to any individual who is enrolled
(3) Governmental units. (i) In general. during the calendar year only in courses
(e) Penalty provisions. (i) Acting in a responsible manner. for which the individual receives no acad-
(1) Failure to file correct returns. (iif) Manner of soliciting TIN. emic credit.

(2) Failure to furnish correct information(4) Failure to furnish TIN. (B) Academic credit definedAcade-
statements. (g) Effective date. mic creditmeans credit awarded by an in-
(3) Waiver of penalties for failures to in-81.6050S-1 Information reporting forstitution for the completion of coursework
clude a correct TIN. payments and reimbursements or refundsading toward a post-secondary degree,
(i) In general. of qualified tuition and related expenses certificate, or other recognized post-sec-
(i) Acting in a responsible manner. (a) Information reporting requirement  ondary educational credential.

(iif) Manner of soliciting TIN. (1) In general Except as provided in (C) Example The following example

(4) Requirement to request and obtaiparagraph (a)(2) of this section, any eligiHlustrates the rules of this paragraph
TIN of any taxpayer who will claim the ble educational institution (as defined ina)(2)(ii):
individual as a dependent on the taxsection 25A(f)(2) and §1.25A-2(b))(an in- Example Student A, a medical doctor, takes a
payer’s Federal income tax return. [Restitution) that receives payments of quali¢ourse at University X's medical school. ‘Student A
. L takes the course to fulfill State Y’s licensing require-
Serveq] . f'_ed tUItI_On and r_elated expenses (aS d(la‘ﬁent that medical doctors attend continuing medical
(5) Failure to furnish TIN. fined in section 25A(f)(1) and equcation courses each year. Student A is not en-
(f) Effective date. 81.25A-2(d)) from any source for any cal+olled in a degree program at University X and takes
§1.6050S-2 Information reporting forendar year, or that makes reimbursemerifts medical course through University X's continu-

payments of interest on qualified educaer refunds (or similar payments) of suct’d Professional education division. University X
does not award Student A credit toward a post-sec-

tion loans . . . amounts, a”fj any person_ engaged Ino?ldary degree on an academic transcript for the
(a) Information reporting requirement.  trade or k_)usmess of making paymeqt&ammetion of the course but gives Student A a cer-
(1) In general. under an insurance arrangement as reinificate of attendance upon completion. Under this
(2) Reporting period. bursements or refunds (or other similaparagraph (a)(2)(ii), University X is not subject to

(i) In general. amounts) of qualified tuition and related"® information reporting requirements of section
. . . . 6050S and this section for the medical education
(i) Calculation of 60-month period. expenses (an insurer) must—

course taken by Student A.



(b) Requirement to file retur-(1) claim the individual as a dependent on thenents reported for the calendar year and
Form of return Except as otherwise pro-taxpayer’s Federal income tax return other similar amounts not reported (be-
vided in this section, an institution or in-[Reserved] cause they are not processed by the insti-
surer must file an information return for (3) Time and place for filing retura- tution) may reduce the amount of any al-
each individual with respect to whom(i) In general Except as provided inlowable education tax credit for the
payments of qualified tuition and relatedoaragraphs (b)(3)(ii) and (iii) of this sec-taxable year or a prior taxable year;
expenses are received, or reimbursemeritsn, Form 1098-T must be filed on or be- (C) State that the taxpayer should refer
or refunds of such amounts are made, duiere February 28 (March 31 if filed elec-to relevant IRS forms and publications for
ing the calendar year on Form 1098-Tironically) of the year following the explanations relating to the eligibility re-
“Tuition Payments Statement.” An insti-calendar year in which payments of qualiguirements for, and calculation of, any al-
tution or insurer may use a substitute fofied tuition or related expenses were rdowable education tax credit; and
Form 1098-T if the substitute form com-ceived, or reimbursements or refunds of (D) Include the name, address, and
plies with applicable revenue proceduresuch amounts were made. An institutiophone number of the individual who is the

relating to substitute forms. or insurer must file Form 1098-T with theinformation contact for the institution or
(2) Information included on returr-(i) IRS according to the instructions to Fornminsurer that filed the Form 1098-T.

In general An institution or insurer must 1098-T. (2) Statement furnished to any taxpayer

include on Form 1098-T— (i) Return for nonresident alien indi- who will claim the individual as a depen-

(A) The name, address, and taxpayesidual. In general, an institution or in-dent on the taxpayer’s Federal income tax
identification number (TIN)(as defined insurer is not required to file a return on bereturn. [Reserved]
section 7701(a)(41)) of the institution orhalf of a nonresident alien individual. (3) Time and manner for furnishing
the insurer; However, if a nonresident alien individualstatement(i) In general Except as pro-

(B) The name, address, and TIN of theequests an institution or insurer to reporiided in paragraphs (c)(3)(ii) and (iii) of
individual with respect to whom pay-the institution or insurer must file a returrthis section, an institution or insurer must
ments of qualified tuition and related ex-described in paragraph (b)(2) of this sedurnish the statement described in para-
penses were received, or reimbursemertisn with the IRS on or before the dategraph (c)(1) of this section to each indi-
or refunds of such amounts were made; prescribed in paragraph (b)(3)(i) of thisvidual with respect to whom payments of

(C) The aggregate amount of paymentsection, or on or before the thirtieth dayjualified tuition and related expenses
of qualified tuition and related expensesfter the request, whichever is later. were received, or reimbursements or re-
from any source that the institution re- (iii) Extensions of time The IRS may funds were made, on or before January 31
ceived with respect to the individual durgrant an institution or insurer an extensionf the year following the calendar year in
ing the calendar year; of time to file returns required in this secwhich payments were received or reim-

(D) The aggregate amount of reimtion upon a showing of good cause. Sdeursements or refunds were made. |If
bursements or refunds of qualified tuitiorthe instructions to Form 1098-T and apmailed, the statement must be sent to the
and related expenses that the institution @ticable revenue procedures for rules randividual’s permanent address, or the in-
insurer made with respect to the individiating to extensions of time to file. dividual's temporary address if the insti-
ual during the calendar year; (4) Use of magnetic medigSee section tution or insurer does not know the indi-

(E) The aggregate amount of any schob011(e) and §301.6011-2 of this chapteridual’'s permanent address.
arships or grants that the institutiorfor rules relating to the requirement to file (ii) Statement to nonresident alien indi-
processed during the calendar year for tHeorms 1098-T on magnetic media. vidual. If an information return is filed
payment of the individual’s costs of atten- (c) Requirement to furnish statement for a nonresident alien individual, the in-
dance; (1) In general An institution or insurer stitution or insurer must furnish a state-

(F) An indication by the institution must furnish a statement to each individment described in paragraph (c)(1) of this
whether the individual was enrolled for aual for whom it is required to file a Formsection to the individual in the manner
least half of the normal full-time work 1098-T. The statement must include— and on or before the date prescribed in
load for the course of study the individual (i) The information required underparagraph (c)(3)(i) of this section, or on
is pursuing for at least one academic pgraragraph (b)(2) of this section; or before the thirtieth day after the non-
riod that begins during the calendar year (ii) A legend that identifies the state-resident alien’s request to report,
(see 81.25A-3(d)(1)(ii)); ment as important tax information that isvhichever is later.

(G) An indication by the institution being furnished to the IRS; (i) Extensions of time The IRS may
whether the individual was enrolled in a (iii) Instructions that— grant an institution or insurer an extension
program leading to a graduate-level de- (A) State that the taxpayer may not bef time to furnish the statements required
gree, graduate-level certificate, or otheable to claim an education tax creditn this section upon a showing of good
recognized graduate-level educationalnder section 25A and the regulationsause. See the instructions to Form 1098-

credential; and thereunder with respect to the total pay¥ and applicable revenue procedures for
(H) Any other information required by ments of qualified tuition and related ex+ules relating to extensions of time to fur-
Form 1098-T and its instructions. penses reported for the calendar year; nish statements.

(i) Requirement to include name, ad- (B) State that the amount of any schol- (4) Time and manner for furnishing
dress, and TIN of any taxpayer who wilarships, grants, refunds, or reimbursestatement to any taxpayer who will claim



the individual as a dependent on the taxson to receive or collect payments ofhe case of a failure to include a correct
payer’s Federal income tax returfRe- qualified tuition and related expenses offIN on Form 1098-T or a related infor-

served] its behalf, the other person must satisfyjnation statement, penalties may be
(5) Copy of Form 1098-T An institu- the information reporting requirements ofvaived if the failure is due to reasonable
tion or insurer may satisfy the requirethis section. cause. Reasonable cause may be estab

ment of this paragraph (c) by furnishing (ii) Exception If the institution does lished if the failure arose from events be-
either a copy of Form 1098-T and its innot provide the other person with the inyond the institution’s or insurer’s control,
structions or another document that corformation necessary to comply with thesuch as a failure of the individual to fur-
tains all of the information filed with the reporting requirements of this section, thaish a correct TIN. However, the institu-
IRS and the information required by paraether person must request the informatiotion or insurer must establish that it acted
graph (c)(1) of this section if the docu-necessary to comply with the informatiorin a responsible manner both before and
ment complies with applicable revenueeporting requirements from the institu-after the failure.
procedures relating to substitute stateion. If the institution does not provide (ii) Acting in a responsible manneAn
ments. the other person with the necessary infoiastitution or insurer must request the TIN
(d) Special rules—(1) Payments re- mation upon request, the institution mustf each individual with respect to whom
ceived for qualified tuition and related ex-satisfy the information reporting require-payments of qualified tuition were re-
penses determined(i) In general In de- ments of this section. ceived, or reimbursements or refunds
termining the aggregate amount of (3) Governmental unitsAn institution were made, if it does not already have a
payments of qualified tuition and relatecor insurer that is a governmental unit, orecord of the individual's correct TIN. If
expenses that an institution must reporgn agency or instrumentality of a governthe institution or insurer does not have a
payments received with respect to an indimental unit, is subject to the informatiorrecord of the individual's correct TIN,
vidual during the calendar year from anyeporting requirements of this section anthen it must solicit the TIN in the manner
source (except for any scholarship oan appropriately designated officer or emdescribed in paragraph (e)(3)(iii) of this
grant that, by its terms, must be applied tployee of the governmental entity mussection on or before December 31 of each
expenses other than qualified tuition andatisfy the information reporting require-year during which it receives payments
related expenses, such as room and boardgnts of this section. of, or makes reimbursements of, qualified
will be treated as payments of qualified (e) Penalty provisions-(1) Failure to tuition and related expenses with respect
tuition and related expenses up to the totéile correct returns The section 6721 to the individual. If an individual refuses
amount billed by the institution for suchpenalty may apply to an institution or in-to provide his or her TIN upon request,
expenses. surer that fails to file information returnsthe institution or insurer must file the re-
(i) Example The following example required by section 6050S and this sectiaiirn and furnish the statement required by
illustrates the rules of this paragraplon or before the required filing date; thathis section without the individual's TIN,
() (2): fails to include all of the required infor- but with all other required information.
Example (i) During the 2002 Spring semester,mation on the return; or that includes inThe specific solicitation requirements of
Student C attends College X and enrolls in @ prsgrract information on the return. Segparagraph (e)(3)(iii) of this section apply
gram leading toward an associate’s degree. Student .. . . R .
C lives on-campus. In December 2001, College wection 6721, and_the regulathns theregm lieu of the solicitation rqulrements of
charges Student C $2,000 for room and board for ttR€r, for rules relating to penalties for fail-§301.6724-1(e) and (f) of this chapter for
2002 Spring semester. In addition, in Decembetire to file correct returns. See sectiothe purpose of determining whether an in-
2001, College X charges Student C $4,000 for qualg724, and the regulations thereunder, fatitution or insurer acted in a responsible
fied tuition and related expenses for the 2002 Spring a5 relating to waivers of penalties fomanner in attempting to obtain a correct

semester. In December 2001, Student C pays Cal

lege X $1,500. In early January 2002, College X rec/tain failures due to reasonable cause.TIN. An institution or insurer that com-

ceives and processes a $4,500 scholarship that may(2) Failure to furnish correct informa- plies with the requirements of this para-
be applied to any of Student C's costs of attendancion statementsThe section 6722 penaltygraph (e)(3) will be considered to have
Assume that there are no other payments during thaay apply to an institution or insurer thafacted in a responsible manner within the
calendar years 2001 and 2002. fails to furnish statements required byneaning of §301.6724-1(d) of this chap-

(1) Under this paragraph (d)(1). for the C"j“end"’“section 6050S and this section on or beéer with respect to any failure to include

year 2001, College X must report $1,500 for pay= . ; . J
ments of qualified tuition and related expenses rdore the prescribed date; that fails to inthe correct TIN of an individual on a re-
ceived during the calendar year 2001. In additiorclude all the required information on theurn or statement required by section
for the calendar year 2002, College X must report: statement; or that includes incorrect infor6050S and this section.

rel;@ d%f;%?ézrspraei’;i’;f é’;r?:;“tfr';dct;'gr‘:ga?”;emation on the statement. See section (i) Manner of soliciting TIN An insti-
2002 (34,000 total charges for qualified tuition am@?ZZ, and the regulations thereunder, fdution or insurer must request the individ-

related expenses less the $1,500 payments recei/ad€S relating to penalties for failure toual’s TIN in writing and must clearly no-

during 2001); and furnish correct statements. See sectidify the individual that the law requires
(B) $4,500 of scholarships processed during thg724, and the regulations thereunder, fdhe individual to furnish a TIN so that it
calendar year 2002. rules relating to waivers of penalties fomay be included on an information return

(2) Payments of qualified tuition and certain fajlures due to reasonable cause.filed by the institution or insurer. An in-
related expenses received or collected on 3y wajver of penalties for failures to stitution or insurer must notify the indi-

behalf of an institutior-(i) In general If  jycjude a correct TIN(i) In general In  vidual that the individual’s failure to fur-
an institution contracts with another per-



nish his or her TIN to the institution or in-interest payments are required on thkas declared the loan in default based on
surer may result in a $50 penalty beingpan. its terms and conditions, and, if applica-
imposed against the individual as autho- (ii) Calculation of 60-month periodin  ble, has sought recourse against the ulti-
rized by law. Arequest for a TIN made orgeneral, the 60-month period described imate guarantor of the loan.

Form W-9S, “Request for Student’s omparagraph (a)(2)(i) of this section begins (b) Definitions The following defini-
Borrower’s Social Security Number andon the date the qualified education loations apply for purposes of this section:
Certification,” satisfies the requirementdirst enters repayment status and ends 60(1) Interestincludes stated interest,
of this paragraph (e)(3)(iii). An institu- months later. However, if the payedoan origination fees (other than fees for
tion or insurer may establish a system fdknows, or has reason to know, of any perservices), and capitalized interest as de-
individuals to submit Forms W-9S elec-ods of deferment or forbearance duringcribed in 81.221-1(h)(2). See paragraph
tronically as described in applicablewhich the 60-month period is suspende(k)(1) of this section for a special transi-
forms and instructions. An institution orunder the rules described intional rule relating to reporting of loan
insurer may also develop a separate for§il.221-1(e)(3), the 60-month period deerigination fees and capitalized interest.

to request the individual's TIN or incor-scribed in paragraph (a)(2)(i) of this sec- (2) Payor means the individual who is
porate the request into other forms cugion is extended by the period of such dezarried on the books and records of the
tomarily used by the institution or insurerferment or forbearance. The date opayee as the borrower on a qualified edu-
such as financial aid applications. which the qualified education loan firstcation loan. If there are multiple borrow-

(4) Requirement to request and obtairenters repayment status is determinegts, the principal borrower on the payee’s
TIN of any taxpayer who will claim the in-under the terms of the loan agreement dopoks and records is treated as the payor
dividual as a dependent on the taxpayer the case of a loan issued or guaranteéor purposes of section 6050S and this
Federal income tax returrfReserved] under a federal post-secondary educatisection.

(5) Failure to furnish TIN The section loan program, under applicable federal (c¢) Requirement to file retura-(1)
6723 penalty may apply to any individuaregulations. For purposes of reporting-orm of return A payee must file an in-
who is required (but fails) to furnish his orunder section 6050S and this section fdormation return for the payor on Form
her TIN to an institution or insurer. Seeefinanced loans and consolidated anti098-E, “Student Loan Interest State-
section 6723, and the regulations thereucollapsed loans, the rules ofment.” A payee may use a substitute for
der, for rules relating to the penalty for81.221-1(h)(1), relating to the date orrorm 1098-E if the substitute form com-
failure to furnish a TIN. which the 60-month period begins, applyplies with the applicable revenue proce-

(f) Effective date The rules in this sec- (iii) Transitional rules for reporting on dures relating to substitute forms.
tion apply to information returns requiredoans made before January 1, 199Bor (2) Information included on return A
to be filed, and information statements requalified education loans made befor@ayee must include on Form 1098-E—
quired to be furnished, after Decembedanuary 1, 1998, the 60-month period de- (i) The name, address, and taxpayer
31, 2001. scribed in paragraph (a)(2)(i) of this secidentification number (TIN)(as defined in
81.6050S-2 Information reporting fortion is determined in accordance with theection 7701(a)(41)) of the payee;
payments of interest on qualified educarules of paragraph (a)(2)(ii) of this sec- (ii) The name, address, and TIN of the
tion loans tion, except that if the payee does nqgtayor;

(a) Information reporting requirement  know, and does not have reason to know, (iii) The aggregate amount of interest
(1) In general Except as otherwise pro-the date on which the loan entered repapayments received during the calendar
vided in this section, any person engaged ment status, then, for reporting purposegear from the payor; and
a trade or business that, in the course of thaly, the 60-month period begins on Janu- (iv) Any other information required by
trade or business, receives from any payary 1, 1998. For defaulted loans made b&orm 1098-E and its instructions.

(as defined in paragraph (b)(2) of this sedore January 1, 1998, if the payee does not (3) Time and place for filing returs
tion) interest payments that aggregate $60(ow, and does not have reason to knoyi) In general Except as provided in
or more for any calendar year on one dhe date on which the loan entered repayparagraph (c)(3)(ii) of this section, the
more qualified education loans (as definethent status, then, for reporting purposelSorm 1098-E must be filed on or before
in section 221(e)(1) and 81.221-1(f)(3))(anly, the 60-month period begins on thé&ebruary 28 (March 31 if filed electroni-
payee) must— earlier of the date the loan went into deeally) of the year following the calendar

(i) File an information return, as de-fault or January 1, 1998. If the payeegear in which interest payments were re-
scribed in paragraph (c) of this sectiondoes not know, and does not have reaseerived. A payee must file Form 1098-E
with the IRS with respect to the payorto know, either the date the loan enteredith the IRS according to the instructions
and repayment status or the default date, thetg Form 1098-E.

(ii) Furnish a statement, as described ifor reporting purposes only, the 60-month (i) Extensions of time The IRS may
paragraph (d) of this section, to the payoperiod begins on January 1, 1998. Fagrant a payee an extension of time to file

(2) Reporting periog—(i) In general purposes of this paragraph (a)(2)(iii), aeturns required in this section upon a
The information reporting requirementsdefaulted loan is a loan with respect tshowing of good cause. See the instruc-
of this section apply only to interest paywhich required payments of interest antions to Form 1098-E and applicable rev-
ments received on a qualified educatioprincipal have not been made when duenue procedures for rules relating to ex-
loan during the first 60 months in whichover a period of time such that the holdetensions of time to file.



(4) Use of magnetic mediaSee section  (3) Copy of Form 1098-E A payee son with the necessary information upon
6011(e) and 8301.6011-2 of this chaptenay satisfy the requirement of this pararequest, the payee must satisfy the infor-
for rules relating to the requirement to filegraph (d) by furnishing either a copy ofmation reporting requirements of this sec-
Forms 1098-E on magnetic media. Form 1098-E and its instructions or antion.

(d) Requirement to furnish statement other document that contains all the infor- (4) Reporting by foreign personsA
(1) In general A payee must furnish amation filed with the IRS and the infor-payee that is not a United States persor
statement to each payor for whom it is remation required by paragraph (d)(1) ofas defined in section 7701(a)(30)) must
quired to file a Form 1098-E. The statethis section if the document complies withreport payments of interest it receives on

ment must include— applicable revenue procedures relating ta qualified education loan only if it re-
(i) The information required undersubstitute statements. ceives the payment—
paragraph (c)(2) of this section; (e) Special rules—(1) Transitional rule (i) At a location in the United States; or

(i) A legend that identifies the state-for reporting of loan origination fees and (i) At a location outside the United
ment as important tax information that icapitalized interest For qualified educa- States if the payee is—
being furnished to the IRS; tion loans made before January 1, 2002, a(A) A controlled foreign corporation
(iii) Instructions that— payee is not required to report paymentsvithin the meaning of section 957(a)); or
(A) State that, under section 221 andf loan origination fees and capitalized in- (B) A person 50 percent or more of the
the regulations thereunder, the payor magrest as interest under section 6050S agdoss income of which, from all sources
not be able to deduct the full amount ofhis section. for the three-year period ending with the
interest reported on the statement; (2) Qualified education loan certifica- close of the taxable year preceding the
(B) State that interest payments are deion. If a loan is not subsidized, guarantaxable year in which interest payments
ductible only during the first 60 monthsteed, financed, or is not otherwise treatedere received (or for such part of the pe-
that interest payments are required; as a student loan under a program of th@d as the person was in existence), was
(C) In the case of qualified educatiorFederal, state, or local government or aeffectively connected with the conduct of
loans made before January 1, 2002, faligible educational institution, a payee trade or business within the United
which the payee does not report paymentaust request a certification from theStates.
of interest other than stated interest, stafgyor that the loan will be used solely to (5) Governmental unitsA governmen-
that the payor may be able to deduct addpay for qualified higher education ex-tal unit, or an agency or instrumentality of
tional amounts (such as certain loan origpenses. A payee may use Form W-9%, governmental unit, that receives from
nation fees and capitalized interest) ndRequest for Student’s or Borrower’s So-any payor interest payments that aggre-
reported on the statement; cial Security Number and Certification,”gate $600 or more for any calendar year
(D) State that the payor should refer téo obtain the certification. A payee mayon one or more qualified education loans
relevant IRS forms and publications forestablish an electronic system for payoris a payee, without regard to the require-
explanations relating to the eligibility re-to submit Forms W-9S electronically asnent of paragraph (a)(1) of this section
quirements for, and calculation of, any aldescribed in applicable forms and instructhat the interest be received in the course
lowable deduction for interest paid on dions. A payee may also develop a sepaf a trade or business.
qualified education loan; and rate form to obtain the payor certification (f) Penalty provisions-(1) Failure to
(E) Include the name, address, andr may incorporate certification into otherfile correct returns The section 6721
phone number of the individual who is thdorms customarily used by the payeepenalty may apply to a payee that fails to
information contact for the payee thasuch as loan applications, provided théle information returns required by sec-
filed the Form 1098-E. certification is clearly set forth. If the cer-tion 6050S and this section on or before
(2) Time and manner for furnishingtification is not received, the loan is not @he required filing date; that fails to in-
statement-(i) In general Except as pro- qualified education loan for purposes otlude all of the required information on
vided in paragraph (d)(2)(ii) of this sec-section 6050S and this section. the return; or that includes incorrect infor-
tion, a payee must furnish the statement (3) Payments of interest received omation on the return. See section 6721,
described in paragraph (d)(1) of this secollected by one or more persen§) In  and the regulations thereunder, for rules
tion to the payor on or before January 3gieneral If a payee contracts with anotherelating to penalties for failure to file cor-
of the year following the calendar year irperson to receive or collect payments onrect returns. See section 6724, and the
which payments of interest on a qualifiedjualified education loan on its behalf, theegulations thereunder, for rules relating
education loan were received. If mailedpther person must satisfy the informatiomo waivers of penalties for certain failures
the statement must be sent to the payon'sporting requirements of this section. due to reasonable cause.
last known address. (i) Exception If the payee does not (2) Failure to furnish correct informa-
(ii) Extensions of time The IRS may provide the other person with informatiortion statementsThe section 6722 penalty
grant a payee an extension of time to funecessary to comply with the informatiormay apply to a payee that fails to furnish
nish statements required in this sectioreporting requirements of this section, thetatements required by section 6050S anc
upon a showing of good cause. See the inther person must request the informatiothis section on or before the prescribed
structions to Form 1098-E and applicabl@ecessary to comply with the informatiordate; that fails to include all the required
revenue procedures for rules relating teeporting requirements from the payee. linformation on the statement; or that in-
extensions of time to furnish statements. the payee does not provide the other pectudes incorrect information on the state-



ment. See section 6722, and the regul§301.6724-1(d) of this chapter with re- Par. 4. Section 301.6011-2 is amended
tions thereunder, for rules relating tespect to any failure to include the corredby:

penalties for failure to furnish correctTIN of a payor on a return or statement 1. Revising the first sentence of para-
statements. See section 6724, and thequired by section 6050S and this segraph (b)(1).

regulations thereunder, for rules relatingion. 2. Revising paragraph (g)(1).
to waivers of penalties for certain failures (iii) Manner of soliciting TIN Apayee 3. Adding paragraph (g)(3).
due to reasonable cause. must request the payor’s TIN in writing The revisions and additions read as fol-

(3) Waiver of penalties for failures toand must clearly notify the payor that théows:
include a correct TIN-(i) In general In law requires the payor to furnish a TIN s®&301.6011-2 Required use of magnetic
the case of a failure to include a corredhat it may be included on an informatiormedia
TIN on Form 1098-E or a related infor-return filed by the payee. A payee must* * **
mation statement, penalties may baotify the payor that the payor’s failure to (b) Returns required on magnetic
waived if the failure is due to reasonabléurnish his or her TIN to the payee maynedia (1) If the use of Form 1042-S,
cause. Reasonable cause may be estabsult in a $50 penalty being imposed 098 series, 1099 series, 5498, 8027,
lished if the failure arose from events beagainst the individual as authorized byV-2G, or other form treated as a form
yond the payee’s control, such as a failuraw. A request for a TIN made on Fornspecified in this paragraph (b)(1) is re-
of the payor to furnish a correct TIN.W-9S, “Request for Student’s or Bor-quired by the applicable regulations or
However, the payee must establish that ibwer’s Social Security Number and Cerrevenue procedures for the purpose of
acted in a responsible manner both befotdication,” satisfies the requirements ofmaking an information return, the infor-
and after the failure. this paragraph (f)(3)(iii). A payee may esmation required by the form must be sub-

(i) Acting in a responsible manneA tablish a system for payors to submitnitted on magnetic media, except as oth-
payee must request the TIN of each payéiorms W-9S electronically as describe@rwise provided in paragraph (c) of this
if it does not already have a record of then applicable forms and instructions. Asection. * * *
payor’s correct TIN. If the payee does nopayee may also develop a separate forfre * * *
have a record of the payor’s correct TINto request the payor’s TIN or incorporate (g) Effective dates(1) Except as other-
then it must solicit the TIN in the mannerthe request into other forms customarilyvise provided in paragraph (g)(2) or
described in paragraph (f)(3)(iii) of thisused by the payee, such as loan applicé3)(3) of this section, this section applies
section on or before December 31 of eadions. to returns required to be filed after De-
year during which it receives payments of (4) Failure to furnish TIN The section cember 31, 1986.
interest. If a payor refuses to provide hi§723 penalty may apply to any payor wha * * * *
or her TIN upon request, the payee muss$ required (but fails) to furnish his or her (3) This section applies to returns on
file the return and furnish the statemenTIN to a payee. See section 6723, and the®rms 1098-T and 1098-E required to be
required by this section without theregulations thereunder, for rules relatindjled after December 31, 2001.
payor’s TIN, but with all other requiredto the penalty for failure to furnish a TIN.
information. The specific solicitation re- (g) Effective date The rules in this sec-
quirements of paragraph (f)(3)(iii) of thistion apply to information returns required
section apply in lieu of the solicitation re-to be filed, and information statements re-
qgirements of 8301.6724-1(e) and (f) 'o(quired to be furnished, after Decembe{,:ileol by the office of the Federal Register on June
.th|5 chapter for the purpose of determ!nal, 2001. 15, 2000, 8:45 a.m., and published in the issue of the
:]qg r\}/\r/]heert?nera ?t sriﬁii gitoe% ll)r:aailnre;%%r:zgﬁliﬂr Sng—RZ_F;I%ﬁEDURE AND Federal Register for June 16, 2000, 65 F.R. 37728)
TIN. A payee that complies with the re-
quirements of this paragraph (f)(3) will be Par. 3. The authority citation for part
considered to have acted in a responsib81 continues to read in part as follows:
manner within the meaning of Authority: 26 U.S.C. 7805 * * *

Robert E. Wenzel,
Deputy Commissioner
of Internal Revenue




