
REV. RUL. 2003–16 TABLE 3

Rates Under Section 382 for February 2003

Adjusted federal long-term rate for the current month 4.56%

Long-term tax-exempt rate for ownership changes during the current month (the highest
of the adjusted federal long-term rates for the current month and the prior two months.)

4.65%

REV. RUL. 2003–16 TABLE 4

Appropriate Percentages Under Section 42(b)(2)
for February 2003

Appropriate percentage for the 70% present value low-income housing credit 7.94%

Appropriate percentage for the 30% present value low-income housing credit 3.40%

REV. RUL. 2003–16 TABLE 5

Rate Under Section 7520 for February 2003

Applicable federal rate for determining the present value of an annuity, an interest for life or a term
of years, or a remainder or reversionary interest 4.0%
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SUMMARY: This document contains fi-
nal regulations relating to the information
reporting requirements for qualified tu-
ition and related expenses under section
6050S of the Internal Revenue Code, in-
cluding rules prescribing when the required
information returns must be filed on mag-
netic media. The final regulations reflect
changes made to the law by the Taxpayer
Relief Act of 1997 and the amendments
made by the Internal Revenue Service Re-
structuring and Reform Act of 1998 and
Public Law 107–131. These regulations pro-
vide guidance to eligible educational in-
stitutions that enroll any individual for any
academic period. These regulations also pro-

vide guidance to insurers that make reim-
bursements or refunds of qualified tuition
and related expenses.

DATES: Effective Date: These regulations
are effective December 19, 2002.

Applicability Date: For dates of appli-
cability, see § 1.6050S–1(f) and § 301.6011–
2(g)(3).

FOR FURTHER INFORMATION
CONTACT: Concerning the regulations,
Tonya Christianson, (202) 622–4910; and
concerning the magnetic media filing speci-
fications, waivers for filing on magnetic me-
dia, and extensions of time, contact the IRS,
Martinsburg Computing Center, (304) 263–
8700 (not toll-free numbers).

SUPPLEMENTARY INFORMATION:

Paperwork Reduction Act

The collection of information contained
in these final regulations has been reviewed
and approved by the Office of Manage-
ment and Budget in accordance with the Pa-
perwork Reduction Act of 1995 (44 U.S.C.
3507(d)) under control number 1545–1678.
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Responses to this collection of informa-
tion are mandatory.

An agency may not conduct or spon-
sor, and a person is not required to re-
spond to, a collection of information unless
it displays a valid control number assigned
by the Office of Management and Bud-
get.

The estimated reporting burden for the
reporting in these regulations is reflected on
the burden for Form 1098–T.

Estimated total annual reporting bur-
den for 2001 for Form 1098–T: 3,056,411
hours.

Estimated number of responses for 2001
for Form 1098–T as of November 22, 2002:
20,376,075.

Estimated average annual burden hours
per response for 2001 for Form 1098–T: 9
minutes.

Comments concerning the accuracy of
this burden and suggestions for reducing this
burden should be sent to the Internal Rev-
enue Service, Attn: IRS Reports
Clearance Officer, W:CAR:MP:FP:S, Wash-
ington, DC 20224, and to the Office of
Management and Budget, Attn: Desk Of-
ficer for the Department of the Treasury, Of-
fice of Information and Regulatory Affairs,
Washington, DC 20503.

Books or records relating to a collec-
tion of information must be retained as long
as their contents may become material in
the administration of any internal revenue
law. Generally, tax returns and tax return
information are confidential, as required by
26 U.S.C. 6103.

Background

This document contains amendments to
the Income Tax Regulations (26 CFR part
1) relating to the information reporting re-
quirements for qualified tuition and re-
lated expenses under section 6050S of the
Internal Revenue Code (Code) and amend-
ments to the Procedure and Administra-
tion Regulations (26 CFR part 301) relating
to magnetic media reporting. The Tax-
payer Relief Act of 1997 (Public Law
105–34 (111 Stat. 788) (TRA ’97)) added
section 6050S of the Code. Section 6050S
was amended by the Internal Revenue Ser-
vice Restructuring and Reform Act of 1998
(Public Law 105–206 (112 Stat. 685) (RRA
’98)), and Public Law 107–131 (115 Stat.
2410). In general, section 6050S requires
any eligible educational institution (insti-
tution) to file information returns and to fur-

nish written information statements to assist
taxpayers and the Internal Revenue Ser-
vice (IRS) in determining the amount of
qualified tuition and related expenses (quali-
fied expenses) for which an education tax
credit is allowable under section 25A (as
well as other tax benefits for higher edu-
cation expenses). See H.R. Conf. Rept. No.
599, 105th Cong., 2d Sess., pp. 319–320
(1998).

As provided by Public Law 107–131, for
calendar years beginning after December 31,
2002, institutions may elect to report ei-
ther the aggregate amount of payments re-
ceived, or the aggregate amount billed, for
qualified expenses during the calendar year
with respect to individuals enrolled for any
academic period. Institutions must report
separately adjustments (i.e., refunds of pay-
ments or reductions in charges) made dur-
ing the calendar year to payments received,
or amounts billed, for qualified expenses
that were reported in a prior calendar year.
In addition, institutions must report the ag-
gregate amount of scholarships or grants re-
ceived for an individual’s costs of
attendance that the institution adminis-
tered and processed during the calendar
year. Institutions must report separately ad-
justments (i.e., refunds or reductions) made
during the calendar year to scholarships that
were reported in a prior calendar year.

In addition, section 6050S requires any
person engaged in a trade or business of
making payments to any individual under
an insurance agreement as reimbursements
or refunds of qualified expenses (an in-
surer) to file information returns and to fur-
nish written information statements.

A notice of proposed rulemaking un-
der section 6050S (REG–105316–98,
2000–2 C.B. 98) was published in the Fed-
eral Register (65 FR 37728) on June 16,
2000 (the 2000 proposed regulations). The
2000 proposed regulations relating to the
information reporting requirements for in-
stitutions and insurers were withdrawn and
a new notice of proposed rulemaking
(REG–161424–01, 2002–21 I.R.B. 1010)
was published in the Federal Register (67
FR 20923) on April 29, 2002 (the 2002 pro-
posed regulations). No request for a pub-
lic hearing was received on the 2002
proposed regulations. The IRS received
written and electronic comments respond-
ing to the 2002 notice of proposed rule-
making. After consideration of all the
comments, the 2002 proposed regulations

are adopted as amended by this Treasury
decision. The revisions are discussed be-
low.

Explanation of Provisions and
Summary of Comments

1. Information Reporting Relating to
Qualified Tuition and Related Expenses

A. Required reporting and exceptions to
reporting

(i) Reporting Based on Academic Year
vs. Calendar Year

One commentator to the 2002 proposed
regulations requested that institutions be al-
lowed to report financial data based on an
academic year, and not based on a calen-
dar year. Section 6050S requires institu-
tions to report on a calendar year in order
to assist taxpayers in calculating the edu-
cation tax credit that is allowable for quali-
fied expenses paid during a calendar year.
Therefore, the final regulations do not adopt
this recommendation.

(ii) Exception for Noncredit Courses
The 2002 proposed regulations provide

an exception to reporting for any student
who is enrolled during the calendar year
only in courses for which no academic
credit is offered. Several commentators to
the 2002 proposed regulations requested that
if a student is enrolled both in courses for
which academic credit is offered (e.g.,
courses in a postsecondary degree pro-
gram) and courses for which no academic
credit is offered (e.g., courses in a continu-
ing education program), institutions should
be required to report only the courses for
which academic credit is offered. The com-
mentators suggested that the exception to
reporting should be based on the category
of courses, not the category of students. The
commentators explained that institutions
maintain separate databases for credit
courses and noncredit courses and that it
would create a substantial hardship if in-
stitutions were required to report for both
credit courses and noncredit courses. In re-
sponse to these comments, and because un-
der section 25A and the regulations
thereunder a student enrolled in a postsec-
ondary degree program is not eligible to
claim a Hope Scholarship Credit (and may
not be eligible to claim a Lifetime Learn-
ing Credit) for noncredit courses, the fi-
nal regulations adopt this recommendation.
Accordingly, the final regulations provide
that institutions are not required to report
with respect to courses for which no aca-
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demic credit is offered by the institution,
even if the student is enrolled in a degree
program.

(iii) No Exception for Small Amounts of
Qualified Tuition and Related Expenses

One commentator to the 2002 proposed
regulations requested that the regulations
provide an exception to reporting for quali-
fied expenses of $100 or less. The lim-
ited exceptions to required reporting are
based on the fact that certain categories of
students may not be eligible to claim the
education tax credit and that certain pay-
ments may not be taken into account in cal-
culating the amounts paid for qualified
expenses for which an education tax credit
is allowable. An exception to reporting for
small amounts of qualified expenses has no
relationship to whether an education tax
credit is allowable for amounts paid for
qualified expenses. Therefore, the final regu-
lations do not adopt this recommenda-
tion.

(iv) Exception for Students Whose
Qualified Expenses Are Covered by For-
mal Billing Arrangement

The 2002 proposed regulations provide
an exception to reporting for any student
whose qualified expenses are paid by the
student’s employer through a formal bill-
ing arrangement under which the employ-
er’s employees attend the institution, the
institution bills only the employer, and the
institution does not maintain a separate ac-
count for any employee/student. Several
commentators to the 2002 proposed regu-
lations requested that this exception be ex-
panded to include formal billing
arrangements between institutions and other
third party payors, such as the Veterans’ Ad-
ministration, U.S. Armed Forces, and other
governmental and private organizations.

Under section 25A and the regulations
thereunder, a taxpayer cannot claim the edu-
cation tax credit for educational expenses
paid with amounts that are excludable from
gross income. Educational expenses paid
through a formal billing arrangement be-
tween an institution and a governmental en-
tity, such as the Veterans’ Administration,
often are excludable from the gross in-
come of the individual student. Therefore,
the final regulations expand the excep-
tion to cover formal billing arrangements
between an institution and a governmen-
tal entity under which the institution bills
only the governmental entity and does not
maintain a separate account with respect to

any individual student. In addition, the fi-
nal regulations authorize the Commissioner
to designate additional types of formal bill-
ing arrangements for which no reporting
will be required. It is anticipated that any
additional formal billing arrangements des-
ignated by the Commissioner will be lim-
ited to situations in which the individual
students generally would not be eligible to
claim an education tax credit with respect
to the payments made by the institutional
third party payor.

(v) Family Educational Rights and Pri-
vacy Act and Optional Reporting

The U.S. Department of Education has
previously determined that reporting un-
der section 6050S does not violate the Fam-
ily Educational Rights and Privacy Act
(FERPA) (20 U.S.C. section 1232g). Sev-
eral commentators to the 2002 proposed
regulations requested clarification as to
whether an institution that chooses to re-
port on all students under section 6050S,
even if the regulations provide an excep-
tion to required reporting, would violate
FERPA. After the 2002 proposed regula-
tions were issued, the Treasury Depart-
ment asked the Department of Education to
consider whether its earlier determination
would extend to an institution that chooses
to report on students otherwise covered by
an exception to required reporting. The De-
partment of Education has recently deter-
mined that an institution will not violate
FERPA if it chooses to report informa-
tion on all students in accordance with sec-
tion 6050S, even if the regulations provide
an exception to required reporting.

B. Required information for institutions
(i) Reporting Amounts Billed in One

Year That Relate to an Academic Period that
Begins During the First Three Months of
the Next Year

Several commentators to the 2002 pro-
posed regulations requested that the final
regulations eliminate the requirement that
institutions indicate that amounts reported
as billed in one calendar year relate to quali-
fied expenses for an academic period that
begins during the first three months of the
next calendar year. The commentators ex-
plained that most institutions bill late in one
calendar year for the qualified expenses that
relate to an academic period that begins in
the first three months of the next calen-
dar year. The commentators questioned the
usefulness of this information.

Under section 25A and the regulations
thereunder, the education tax credit is al-
lowable only for amounts actually paid dur-
ing the calendar year for an academic period
that begins during the same calendar year
or during the first three months of the next
calendar year. Therefore, there may be situ-
ations where an institution reports amounts
billed for qualified expenses in one calen-
dar year that relate to an academic period
that begins during the first three months of
the next calendar year, and the taxpayer
pays the qualified expenses in the next cal-
endar year. In this situation, the taxpayer
and the IRS should be advised that the
amounts reported as billed during a calen-
dar year may not be amounts for which the
taxpayer may claim the education tax credit
for that year. Therefore, the final regula-
tions do not adopt this recommendation.

(ii) Reporting Requirements for Increases
to Charges for Qualified Expenses and
Grants Reported for a Prior Calendar Year

One commentator requested clarifica-
tion as to whether the 2002 proposed regu-
lations purposely did not require separate
reporting for increases to charges for quali-
fied expenses and grants reported by the in-
stitution for a prior calendar year. The
amendments to section 6050S by Public
Law 107–131 require institutions to re-
port the aggregate amount of charges for
qualified expenses and the aggregate amount
of grants administered and processed dur-
ing the calendar year. These aggregate
amounts would include any increases in
charges for qualified expenses that relate to
a prior year and any increases in grants that
relate to a prior year. Therefore, no sepa-
rate reporting is required for increases to
charges for qualified expenses and grants
that relate to a prior year.

(iii) Information Contact
The 2002 proposed regulations require

institutions and insurers to include on the
information statement furnished to the stu-
dent the name, address, and phone num-
ber of the office or department within the
institution or insurer that is the informa-
tion contact. Several commentators re-
quested that the regulations be revised to
allow third party service providers that file
information returns on behalf of the insti-
tutions or the insurers, as well as a third
party call centers, to be designated as the
information contact. Consistent with sec-
tion 6050S(d)(1), the final regulations re-
quire institutions and insurers to include the

2003–6 I.R.B. 405 February 10, 2003



name, address, and phone number of the in-
formation contact of the person required to
file the information return. This provision
does not preclude any institution or in-
surer that is required to file an informa-
tion return from including, in addition to its
own name, address, and phone number, the
name, address, and phone number of a third
party service provider.

C. Information reporting penalties
(i) Filing Information Returns with Miss-

ing TINs
Several commentators to the 2002 pro-

posed regulations requested that institu-
tions not be required to file information
returns and to furnish information state-
ments for students who refuse to provide
their TINs. Information returns and infor-
mation statements with missing TINs are
useful to both the IRS and the taxpayer in
verifying the amount of any allowable edu-
cation tax credit (as well as other tax ben-
efits for higher education expenses).
Therefore, the final regulations do not adopt
this recommendation.

2. Requirement to File Information Re-
turns on Magnetic Media

The final regulations amend the regu-
lations under section 6011(e) to require in-
stitutions and insurers who are required to
file 250 or more Forms 1098–T, Tuition
Statement, to file on magnetic media.

Special Analyses

It has been determined that this Trea-
sury decision is not a significant regula-
tory action as defined in Executive Order
12866. Therefore, a regulatory assessment
is not required. It has also been determined
that section 553(b) of the Administrative
Procedure Act (5 U.S.C. chapter 5) does not
apply to these regulations. A final regula-
tory flexibility analysis has been prepared
for the collection of information in this
Treasury decision. This analysis is set forth
in this preamble under the heading “Final
Regulatory Flexibility Analysis.” Pursu-
ant to section 7805(f) of the Code, the pro-
posed regulations preceding these
regulations were submitted to the Chief
Counsel for Advocacy of the Small Busi-
ness Administration for comment on its im-
pact on small business.

Final Regulatory Flexibility Analysis

The collection of information contained
in § 1.6050S–1 is needed to assist the IRS
and taxpayers in determining the amount of

any education tax credit allowable under
section 25A (as well as other tax benefits
for higher education expenses). The objec-
tives of these final regulations are to pro-
vide uniform, practicable, and administrable
rules under section 6050S. The types of
small entities to which the regulations may
apply are small eligible educational insti-
tutions (such as colleges and universities)
and certain insurers who reimburse educa-
tional expenses.

There are no known Federal rules that
duplicate, overlap, or conflict with these
regulations. The regulations are consid-
ered to have the least economic impact on
small entities of all alternatives consid-
ered.

Moreover, the regulations requiring fil-
ing Forms 1098–T on magnetic media im-
pose no additional reporting or record
keeping and only prescribe the method of
filing information returns that are already
required to be filed. Further, these regula-
tions are consistent with the statutory re-
quirement that an institution or insurer is
not required to file Forms 1098–T on mag-
netic media unless required to file at least
250 or more returns during the year. Fi-
nally, the economic impact caused by re-
quiring Forms 1098–T on magnetic media
should be minimal because most institu-
tions’ or insurers’ operations are comput-
erized. Even if their operations are not
computerized, the incremental cost of mag-
netic media reporting should be minimal in
most cases because of the availability of
computer service bureaus. In addition, the
existing regulations under section 6011(e)
provide that the IRS may waive the mag-
netic media filing requirements on a show-
ing of hardship. The waiver authority will
be exercised so as not to unduly burden in-
stitutions and insurers lacking both the nec-
essary data processing facilities and access
at a reasonable cost to computer service bu-
reaus.

Drafting Information

The principal author of the regulations
is Tonya Christianson, Office of Associ-
ate Chief Counsel (Procedure and Admin-
istration), Administrative Provisions and
Judicial Practice Division. However, other
personnel from the IRS and the Treasury
Department participated in the develop-
ment of the regulations.

* * * * *

Adoption of Amendments to the
Regulations

Accordingly, 26 CFR parts 1, 301, and
602 are amended as follows:

PART 1 — INCOME TAX

Paragraph 1. The authority citation for
part 1 is amended by adding an entry in nu-
merical order to read in part as follows:

Authority: 26 U.S.C. 7805 * * *
Section 1.6050S–1 also issued under sec-

tion 26 U.S.C. 6050S(g).* * *
Par. 2. Section 1.6050S–0 is amended by

revising the introductory language and add-
ing new entries for § 1.6050S–1 to read as
follows:

§ 1.6050S–0 Table of contents

This section lists captions contained in
§§ 1.6050S–1, 1.6050S–2T, 1.6050S–3, and
1.6050S–4T.

§ 1.6050S–1 Information reporting for
qualified tuition and related expenses.

(a) Information reporting requirement.
(1) In general.
(2) Exceptions.
(i) No reporting by institutions or in-

surers for nonresident alien individuals.
(ii) No reporting by institutions for non-

credit courses.
(A) In general.
(B) Academic credit defined.
(C) Example.
(iii) No reporting by institutions for in-

dividuals whose qualified tuition and re-
lated expenses are waived or are paid with
scholarships.

(iv) No reporting by institutions for in-
dividuals whose qualified tuition and re-
lated expenses are covered by a formal
billing arrangement.

(A) In general.
(B) Formal billing arrangement defined.
(b) Requirement to file return.
(1) In general.
(2) Information reporting requirements

for institutions that elect to report pay-
ments received for qualified tuition and re-
lated expenses.

(i) In general.
(ii) Information included on return.
(iii) Reportable amount of payments re-

ceived for qualified tuition and related ex-
penses during calendar year determined.

(iv) Separate reporting of reimburse-
ments or refunds of payments of quali-
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fied tuition and related expenses that were
reported for a prior calendar year.

(v) Payments received for qualified tu-
ition and related expenses determined.

(vi) Reimbursements or refunds of pay-
ments for qualified tuition and related ex-
penses determined.

(vii) Examples.
(3) Information reporting requirements

for institutions that elect to report amounts
billed for qualified tuition and related ex-
penses.

(i) In general.
(ii) Information included on return.
(iii) Reportable amounts billed for quali-

fied tuition and related expenses during cal-
endar year determined.

(iv) Separate reporting of reductions
made to amounts billed for qualified tu-
ition and related expenses that were re-
ported for a prior calendar year.

(v) Examples.
(4) Requirements for insurers.
(i) In general.
(ii) Information included on return.
(5) Time and place for filing return.
(i) In general.
(ii) Return for nonresident alien indi-

vidual.
(iii) Extensions of time.
(6) Use of magnetic media.
(c) Requirement to furnish statement.
(1) In general.
(2) Time and manner for furnishing

statement.
(i) In general.
(ii) Statement to nonresident alien in-

dividual.
(iii) Extensions of time.
(3) Copy of Form 1098–T.
(d) Special rules.
(1) Enrollment determined.
(2) Payments of qualified tuition and re-

lated expenses received or collected by one
or more persons.

(i) In general.
(ii) Exception.
(3) Governmental units.
(e) Penalty provisions.
(1) Failure to file correct returns.
(2) Failure to furnish correct informa-

tion statements.
(3) Waiver of penalties for failures to in-

clude a correct TIN.
(i) In general.
(ii) Acting in a responsible manner.
(iii) Manner of soliciting TIN.
(4) Failure to furnish TIN.

(f) Effective date.

* * * * *
Par. 3. Section 1.6050S–1 is added to

read as follows:

§ 1.6050S–1 Information reporting for
qualified tuition and related expenses.

(a) Information reporting requirement —
(1) In general. Except as provided in para-
graph (a)(2) of this section, any eligible edu-
cational institution (as defined in section
25A(f)(2) and the regulations thereun-
der) (an institution) that enrolls (as deter-
mined under paragraph (d)(1) of this sec-
tion) any individual for any academic period
(as defined in the regulations under sec-
tion 25A), and any person that is engaged
in a trade or business of making payments
under an insurance arrangement as reim-
bursements or refunds (or other similar
amounts) of qualified tuition and related ex-
penses (as defined in section 25A(f)(1) and
the regulations thereunder) (an insurer)
must —

(i) File an information return, as de-
scribed in paragraph (b) of this section, with
the Internal Revenue Service (IRS) with re-
spect to each individual described in para-
graph (b) of this section; and

(ii) Furnish a statement, as described in
paragraph (c) of this section, to each indi-
vidual described in paragraph (c) of this sec-
tion.

(2) Exceptions — (i) No reporting by in-
stitution or insurer for nonresident alien in-
dividuals. The information reporting
requirements of this section do not apply
with respect to any individual who is a non-
resident alien (as defined in section 7701(b)
and § 301.7701(b)–3 of this chapter) dur-
ing the calendar year, unless the individual
requests the institution or insurer to re-
port. If a nonresident alien individual re-
quests an institution or insurer to report, the
institution or insurer must comply with the
requirements of this section for the calen-
dar year with respect to which the request
is made.

(ii) No reporting by institutions for non-
credit courses — (A) In general. The in-
formation reporting requirements of this
section do not apply with respect to any
course for which no academic credit is of-
fered by the institution.

(B) Academic credit defined. Academic
credit means credit offered by an institu-
tion for the completion of course work lead-
ing toward a post-secondary degree,

certificate, or other recognized post-
secondary educational credential.

(C) Example. The following example il-
lustrates the rules of this paragraph (a)(2)(ii):

Example. Student A, a medical doctor, takes a course
at University X’s medical school. Student A takes the
course to fulfill State Y’s licensing requirement that
medical doctors attend continuing medical educa-
tion courses each year. Student A is not enrolled in
a degree program at University X and takes the medi-
cal course through University X’s continuing profes-
sional education division. University X does not offer
credit toward a post-secondary degree on an aca-
demic transcript for the completion of the course but
gives Student A a certificate of attendance upon
completion. Under this paragraph (a)(2)(ii), Univer-
sity X is not subject to the information reporting re-
quirements of section 6050S and this section for the
medical education course taken by Student A.

(iii) No reporting by institutions for in-
dividuals whose qualified tuition and re-
lated expenses are waived or are paid with
scholarships. The information reporting re-
quirements of this section do not apply with
respect to any individual whose qualified
tuition and related expenses are waived in
their entirety or are paid entirely with schol-
arships.

(iv) No reporting by institutions for in-
dividuals whose qualified tuition and re-
lated expenses are covered by a formal
billing arrangement — (A) In general. The
information reporting requirements of this
section do not apply with respect to any in-
dividual whose qualified tuition and re-
lated expenses are covered by a formal
billing arrangement as defined in para-
graph (a)(2)(iv)(B) of this section.

(B) Formal billing arrangement de-
fined. A formal billing arrangement
means —

(1) An arrangement in which the insti-
tution bills only an employer for educa-
tion furnished by the institution to an
individual who is the employer’s employee
and does not maintain a separate finan-
cial account for that individual;

(2) An arrangement in which the insti-
tution bills only a governmental entity for
education furnished by the institution to an
individual and does not maintain a sepa-
rate financial account for that individual; or

(3) Any other similar arrangement in
which the institution bills only an institu-
tional third party for education furnished to
an individual and does not maintain a sepa-
rate financial account for that individual, but
only if designated as a formal billing ar-
rangement by the Commissioner in pub-
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lished guidance of general applicability or
in guidance directed to participants in spe-
cific arrangements.

(b) Requirement to file return — (1) In
general. Institutions may elect to report ei-
ther the information described in para-
graph (b)(2) of this section, or the
information described in paragraph (b)(3)
of this section. Once an institution elects to
report under either paragraph (b)(2) or (3)
of this section, the institution must use the
same reporting method for all calendar years
in which it is required to file returns, un-
less permission is granted to change re-
porting methods. Paragraph (b)(2) of this
section requires institutions to report, among
other information, the amount of payments
received during the calendar year for quali-
fied tuition and related expenses. Institu-
tions must report separately adjustments
made during the calendar year that relate
to payments received for qualified tuition
and related expenses that were reported for
a prior calendar year. For purposes of para-
graph (b)(2) of this section, an adjustment
made to payments received means a reim-
bursement or refund. Paragraph (b)(3) re-
quires institutions to report, among other
information, the amounts billed during the
calendar year for qualified tuition and re-
lated expenses. Institutions must report sepa-
rately adjustments made during the calendar
year that relate to amounts billed for quali-
fied tuition and related expenses that were
reported for a prior calendar year. For pur-
poses of paragraph (b)(3) of this section, an
adjustment made to amounts billed means
a reduction in charges. Insurers must re-
port the information described in para-
graph (b)(4) of this section.

(2) Information reporting requirements
for institutions that elect to report pay-
ments received for qualified tuition and re-
lated expenses — (i) In general. Except as
provided in paragraph (a)(2) of this sec-
tion, an institution reporting payments re-
ceived for qualified tuition and related
expenses must file an information return
with the IRS on Form 1098–T, Tuition
Statement, with respect to each individual
enrolled (as determined in paragraph (d)(1)
of this section) for an academic period be-
ginning during the calendar year or dur-
ing a prior calendar year and for whom a
transaction described in paragraph
(b)(2)(ii)(C), (E), (F) or (G) of this sec-
tion is made during the calendar year. An
institution may use a substitute Form

1098–T if the substitute form complies with
applicable revenue procedures relating to
substitute forms (see § 601.601(d)(2) of this
chapter).

(ii) Information included on return. An
institution reporting payments received for
qualified tuition and related expenses must
include on Form 1098–T —

(A) The name, address, and taxpayer
identification number (TIN) (as defined in
section 7701(a)(41)) of the institution;

(B) The name, address, and TIN of the
individual who is, or has been, enrolled by
the institution;

(C) The amount of payments of quali-
fied tuition and related expenses that the in-
stitution received from any source with
respect to the individual during the calen-
dar year;

(D) An indication by the institution
whether any payments received for quali-
fied tuition and related expenses reported
for the calendar year relate to an academic
period that begins during the first three
months of the next calendar year;

(E) The amount of any scholarships or
grants for the payment of the individual’s
costs of attendance that the institution ad-
ministered and processed during the cal-
endar year;

(F) The amount of any reimbursements
or refunds of qualified tuition and related
expenses made during the calendar year
with respect to the individual that relate to
payments of qualified tuition and related ex-
penses that were reported by the institu-
tion for a prior calendar year;

(G) The amount of any reductions to the
amount of scholarships or grants for the
payment of the individual’s costs of atten-
dance that were reported by the institu-
tion with respect to the individual for a prior
calendar year;

(H) A statement or other indication
showing whether the individual was en-
rolled for at least half of the normal full-
time work load for the course of study the
individual is pursuing for at least one aca-
demic period that begins during the calen-
dar year (see section 25A and the
regulations thereunder);

(I) A statement or other indication show-
ing whether the individual was enrolled in
a program leading to a graduate-level de-
gree, graduate-level certificate, or other rec-
ognized graduate-level educational
credential; and

(J) Any other information required by
Form 1098–T and its instructions.

(iii) Reportable amount of payments re-
ceived for qualified tuition and related ex-
penses during calendar year determined.
The amount of payments received for quali-
fied tuition and related expenses with re-
spect to an individual during the calendar
year that is reportable on Form 1098–T is
determined by netting the amount of pay-
ments received (as defined in paragraph
(b)(2)(v) of this section) for qualified tu-
ition and related expenses during the cal-
endar year against any reimbursements or
refunds (as defined in paragraph (b)(2)(vi)
of this section) made during the calendar
year that relate to payments received for
qualified tuition and related expenses dur-
ing the same calendar year.

(iv) Separate reporting of reimburse-
ments or refunds of payments of qualified
tuition and related expenses that were re-
ported for a prior calendar year. An insti-
tution must separately report on Form
1098–T any reimbursements or refunds (as
defined in paragraph (b)(2)(vi) of this sec-
tion) made during the current calendar year
that relate to payments of qualified tu-
ition and related expenses that were re-
ported by the institution for a prior calendar
year. Such reimbursements or refunds shall
not be netted against the payments received
for qualified tuition and related expenses
during the current calendar year.

(v) Payments received for qualified tu-
ition and related expenses determined. For
purposes of determining the amount of pay-
ments received for qualified tuition and re-
lated expenses during a calendar year,
payments received with respect to an in-
dividual during the calendar year from any
source (except for any scholarship or grant
that, by its terms, must be applied to ex-
penses other than qualified tuition and re-
lated expenses, such as room and board) are
treated as payments of qualified tuition and
related expenses up to the total amount
billed by the institution for such expenses.
For purposes of this section, a payment in-
cludes any positive account balance (such
as any reimbursement or refund credited to
an individual’s account) that an institu-
tion applies toward current charges.

(vi) Reimbursements or refunds of pay-
ments for qualified tuition and related ex-
penses determined. For purposes of
determining the amount of reimbursements
or refunds made of payments received for
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qualified tuition and related expenses, any
reimbursement or refund made with re-
spect to an individual during a calendar year
(except for any refund of a scholarship or
grant that, by its terms, was required to be
applied to expenses other than qualified tu-
ition and related expenses, such as room and
board) is treated as a reimbursement or re-
fund of payments for qualified tuition and
related expenses up to the amount of any
reduction in charges for such expenses. For
purposes of this section, a reimbursement
or refund includes amounts that an insti-
tution credits to an individual’s account, as
well as amounts disbursed to, or on be-
half of, the individual.

(vii) Examples. The following examples
illustrate the rules in this paragraph (b)(2):

Example 1.(i) In early August 2003, University X
bills enrolled Student A $10,000 for qualified tu-
ition and related expenses and $6,000 for room and
board for the 2003 Fall semester. In late August 2003,
Student A pays $11,000 to University X. In early Sep-
tember 2003, Student A drops to half-time enroll-
ment for the 2003 Fall semester. In late September
2003, University X credits $5,000 to Student A’s ac-
count, reflecting a $5,000 reduction in charges for
qualified tuition and related expenses. In late Sep-
tember 2003, University X applies the $5,000 posi-
tive account balance toward current charges.

(ii) Under paragraph (b)(2)(v) of this section, the
$11,000 payment is treated as a payment of quali-
fied tuition and related expenses up to the $10,000
billed for qualified tuition and related expenses. Un-
der paragraph (b)(2)(vi) of this section, the $5,000
credited to the student’s account is treated as a re-
imbursement or refund of payments for qualified tu-
ition and related expenses, because the current year
charges for qualified tuition and related expenses were
reduced by $5,000. Under paragraph (b)(2)(iii) of this
section, University X is required to net the $10,000
payment received for qualified tuition and related ex-
penses during 2003 against the $5,000 reimburse-
ment or refund of payments received for qualified
tuition and related expenses during 2003. There-
fore, Institution X is required to report $5,000 of pay-
ments received for qualified tuition and related
expenses during 2003.

Example 2. (i) The facts are the same as in Ex-
ample 1, except that Student A pays the full $16,000
in late August 2003. In late September 2003, Uni-
versity X reduces the tuition charges by $5,000 and
issues a $5,000 refund to Student A.

(ii) Under paragraph (b)(2)(v) of this section, the
$16,000 payment is treated as a payment of quali-
fied tuition and related expenses up to the $10,000
billed for qualified tuition and related expenses. Un-
der paragraph (b)(2)(vi) of this section, the $5,000 re-
fund is treated as reimbursement or refund of payments
for qualified tuition and related expenses, because the
current year charges for qualified tuition and related
expenses were reduced by $5,000. Under paragraph
(b)(2)(iii) of this section, University X is required to
net the $10,000 payment received for qualified tu-
ition and related expenses during 2003 against the
$5,000 reimbursement or refund of payments re-
ceived for qualified tuition and related expenses dur-

ing 2003. Therefore, Institution X is required to report
$5,000 of payments received for qualified tuition and
related expenses during 2003.

Example 3. (i) The facts are the same as in Ex-
ample 1, except that Student A is enrolled full-time,
and, in early September 2003, Student A decides to
live at home with her parents. In late September 2003,
University X adjusts Student A’s account to elimi-
nate room and board charges and issues a $1,000 re-
fund to Student A.

(ii) Under paragraph (b)(2)(v) of this section, the
$11,000 payment is treated as a payment of quali-
fied tuition and related expenses up to the $10,000
billed for qualified tuition and related expenses. Un-
der paragraph (b)(2)(vi) of this section, the $1,000 re-
fund is not treated as reimbursement or refund of
payments for qualified tuition and related expenses,
because there is no reduction in charges for quali-
fied tuition and related expenses. Therefore, under para-
graph (b)(2)(iii) of this section, University X is required
to report $10,000 of payments received for quali-
fied tuition and related expenses during 2003.

Example 4. (i) In early December 2003, College Y
bills enrolled Student B $10,000 for qualified tu-
ition and related expenses and $6,000 for room and
board for the 2004 Spring semester. In late Decem-
ber 2003, Student B pays $16,000. In mid-January
2004, after the 2004 Spring semester classes begin,
Student B drops to half-time enrollment. In mid-
January 2004, College Y credits Student B’s ac-
count with $5,000, reflecting a $5,000 reduction in
charges for qualified tuition and related expenses, but
does not issue a refund to Student B. In early Au-
gust 2004, College Y bills Student B $10,000 for quali-
fied tuition and related expenses and $6,000 for room
and board for the 2004 Fall semester. In early Sep-
tember 2004, College Y applies the $5,000 positive
account balance toward Student B’s $16,000 bill for
the 2004 Fall semester. In late September 2004, Stu-
dent B pays $6,000 towards the charges.

(ii) In the reporting for calendar year 2003, under
paragraph (b)(2)(v) of this section, the $16,000 pay-
ment in December 2003 is treated as a payment of
qualified tuition and related expenses up to the $10,000
billed for qualified tuition and related expenses. Un-
der paragraph (b)(2)(iii) of this section, College Y is
required to report $10,000 of payments received for
qualified tuition and related expenses during 2003. In
addition, College Y is required to indicate that the pay-
ments reported for 2003 relate to an academic pe-
riod that begins during the first three months of the
next calendar year.

(iii) In the reporting for calendar year 2004, un-
der paragraph (b)(2)(vi) of this section, the $5,000
credited to Student B’s account is treated as a reim-
bursement or refund of qualified tuition and related
expenses, because the charges for qualified tuition and
related expenses were reduced by $5,000. Under para-
graph (b)(2)(iv) of this section, the $5,000 reimburse-
ment or refund of qualified tuition and related expenses
must be separately reported on Form 1098–T be-
cause it relates to payments of qualified tuition and
related expenses reported by College Y for 2003. Un-
der paragraph (b)(2)(v) of this section, the $5,000 posi-
tive account balance that is applied toward charges for
the 2004 Fall semester is treated as a payment. There-
fore, College Y received total payments of $11,000
during 2004 (the $5,000 credit plus the $6,000 pay-
ment). Under paragraph (b)(2)(v) of this section, the
$11,000 of total payments are treated as a payment

of qualified tuition and related expenses up to the
$10,000 billed for such expenses. Therefore, for 2004,
College Y is required to report $10,000 of payments
received for qualified tuition and related expenses dur-
ing 2004 and a $5,000 refund of payments of quali-
fied tuition and related expenses reported for 2003.

(3) Information reporting requirements
for institutions that elect to report amounts
billed for qualified tuition and related ex-
penses — (i) In general. Except as pro-
vided in paragraph (a)(2) of this section, an
institution reporting amounts billed for
qualified tuition and related expenses must
file an information return on Form 1098–T
with respect to each individual enrolled (as
determined in paragraph (d)(1) of this sec-
tion) for an academic period beginning dur-
ing the calendar year or during a prior
calendar year and for whom a transaction
described in paragraph (b)(3)(ii)(C), (E), (F)
or (G) of this section is made during the
calendar year. An institution may use a sub-
stitute Form 1098–T if the substitute form
complies with applicable revenue proce-
dures relating to substitute forms (see
§ 601.601(d)(2) of this chapter).

(ii) Information included on return. An
institution reporting amounts billed for
qualified tuition and related expenses must
include on Form 1098–T —

(A) The name, address, and taxpayer
identification number (TIN) (as defined in
section 7701(a)(41)) of the institution;

(B) The name, address, and TIN of the
individual who is, or has been, enrolled by
the institution;

(C) The amount billed for qualified tu-
ition and related expenses with respect to
the individual during the calendar year;

(D) An indication by the institution
whether any amounts billed for qualified tu-
ition and related expenses reported for the
calendar year relate to an academic pe-
riod that begins during the first three months
of the next calendar year;

(E) The amount of any scholarships or
grants for the payment of the individual’s
costs of attendance that the institution ad-
ministered and processed during the cal-
endar year;

(F) The amount of any reductions in
charges made during the calendar year with
respect to the individual that relate to
amounts billed for qualified tuition and re-
lated expenses that were reported by the in-
stitution for a prior calendar year;

(G) The amount of any reductions to the
amount of scholarships or grants for the
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payment of the individual’s costs of at-
tendance that were reported by the insti-
tution with respect to the individual for a
prior calendar year;

(H) A statement or other indication
showing whether the individual was en-
rolled for at least half of the normal full-
time work load for the course of study the
individual is pursuing for at least one aca-
demic period that begins during the calen-
dar year (see section 25A and the
regulations thereunder);

(I) A statement or other indication show-
ing whether the individual was enrolled in
a program leading to a graduate-level de-
gree, graduate-level certificate, or other rec-
ognized graduate-level educational
credential; and

(J) Any other information required by
Form 1098–T and its instructions.

(iii) Reportable amounts billed for quali-
fied tuition and related expenses during cal-
endar year determined. The amount billed
for qualified tuition and related expenses
with respect to an individual during the cal-
endar year that is reportable on Form
1098–T is determined by netting the
amounts billed for qualified tuition and re-
lated expenses during the calendar year
against any reductions in charges for quali-
fied tuition and related expenses made dur-
ing the calendar year that relate to amounts
billed for qualified tuition and related ex-
penses during the same calendar year.

(iv) Separate reporting of reductions
made to amounts billed for qualified tu-
ition and related expenses that were re-
ported for a prior calendar year. An
institution must separately report on Form
1098–T any reductions in charges made dur-
ing the current calendar year that relate to
amounts billed for qualified tuition and re-
lated expenses that were reported by the in-
stitution for a prior calendar year. Such
reductions shall not be netted against
amounts billed for qualified tuition and re-
lated expenses during the current calen-
dar year.

(v) Examples. The following examples
illustrate the rules in this paragraph (b)(3):

Example 1. (i) In early August 2003, University X
bills enrolled Student A $10,000 for qualified tu-
ition and related expenses and $6,000 for room and
board for the 2003 Fall semester. In late August 2003,
Student A pays $11,000 to University X. In early Sep-
tember 2003, Student A drops to half-time enroll-
ment for the 2003 Fall semester. In late September
2003, University X adjusts Student A’s account and
reduces the charges for qualified tuition and related
expenses by $5,000 to reflect half-time enrollment. In

late September 2003, University X applies the $5,000
account balance toward current charges.

(ii) Under paragraph (b)(3)(iii) of this section, Uni-
versity X is required to net the $10,000 amount of
qualified tuition and related expenses billed during
2003 against the $5,000 reduction in charges for quali-
fied tuition and related expenses during 2003. There-
fore, Institution X is required to report $5,000 in
amounts billed for qualified tuition and related ex-
penses during 2003.

Example 2. (i) The facts are the same as in Ex-
ample 1, except that, in addition, in early December
2003, College X bills Student A $10,000 for quali-
fied tuition and related expenses and $6,000 for room
and board for the 2004 Spring semester. In early Janu-
ary 2004, Student A pays $16,000. In mid-January
2004, after the 2004 Spring semester classes begin,
Student A drops to half-time enrollment. In mid-
January 2004, College X credits $5,000 to Student A’s
account, reflecting a $5,000 reduction in charges for
qualified tuition and related expenses, but does not is-
sue a refund check to Student A. In early August 2004,
College X bills Student A $10,000 for qualified tu-
ition and related expenses and $6,000 for room and
board for the 2004 Fall semester. In early Septem-
ber 2004, College X applies the $5,000 positive ac-
count balance toward Student A’s $16,000 bill for the
2004 Fall semester. In late September 2004, Student
A pays $6,000 toward the charges.

(ii) In the reporting for calendar year 2003, under
paragraph (b)(3)(iii) of this section, College X is re-
quired to report $15,000 amounts billed for quali-
fied tuition and related expenses during 2003 ($5,000
for the 2003 Fall semester and $10,000 for the 2004
Spring semester). In addition, College X is required
to indicate that some of the amounts billed for quali-
fied tuition and related expenses reported for 2003 re-
late to an academic period that begins during the first
three months of the next calendar year.

(iii) In the reporting for calendar year 2004, un-
der paragraph (b)(3)(iv) of this section, the $5,000 re-
duction in charges for qualified tuition and related
expenses must be separately reported on Form 1098–T
because it relates to amounts billed for qualified tu-
ition and related expenses that were reported by Col-
lege X for 2003. Under paragraph (b)(3)(iii) of this
section, College X is required to report $10,000 in
amounts billed for qualified tuition and related ex-
penses during 2004.

(4) Requirements for insurers — (i) In
general. Except as otherwise provided in
this section, an insurer must file an infor-
mation return for each individual with re-
spect to whom reimbursements or refunds
of qualified tuition and related expenses are
made during the calendar year on Form
1098–T. An insurer may use a substitute
Form 1098–T if the substitute form com-
plies with applicable revenue procedures re-
lating to substitute forms (see
§ 601.601(d)(2) of this chapter).

(ii) Information included on return. An
insurer must include on Form 1098–T —

(A) The name, address, and taxpayer
identification number (TIN) (as defined in
section 7701(a)(41)) of the insurer;

(B) The name, address, and TIN of the
individual with respect to whom reimburse-
ments or refunds of qualified tuition and re-
lated expenses were made;

(C) The aggregate amount of reimburse-
ments or refunds of qualified tuition and re-
lated expenses that the insurer made with
respect to the individual during the calen-
dar year; and

(D) Any other information required by
Form 1098–T and its instructions.

(5) Time and place for filing return —
(i) In general. Except as provided in para-
graphs (b)(5)(ii) and (iii) of this section,
Form 1098–T must be filed on or before
February 28 (March 31 if filed electroni-
cally) of the year following the calendar
year in which payments were received, or
amounts were billed, for qualified tuition
or related expenses, or reimbursements, re-
funds, or reductions of such amounts were
made. An institution or insurer must file
Form 1098–T with the IRS according to the
instructions to Form 1098–T.

(ii) Return for nonresident alien indi-
vidual. In general, an institution or in-
surer is not required to file a return on
behalf of a nonresident alien individual.
However, if a nonresident alien individual
requests an institution or insurer to re-
port, the institution or insurer must file a
return described in paragraph (b) of this sec-
tion with the IRS on or before the date pre-
scribed in paragraph (b)(5)(i) of this section,
or on or before the thirtieth day after the
request, whichever is later.

(iii) Extensions of time. The IRS may
grant an institution or insurer an exten-
sion of time to file returns required in this
section upon a showing of good cause. See
General Instructions for Forms 1099 se-
ries, 1098 series, 5498 series, and W–2G,
Certain Gambling Winnings, and appli-
cable revenue procedures for rules relat-
ing to extensions of time to file (see
§ 601.601(d)(2) of this chapter).

(6) Use of magnetic media. See sec-
tion 6011(e) and § 301.6011–2 of this chap-
ter for rules relating to the requirement to
file Forms 1098–T on magnetic media.

(c) Requirement to furnish statement —
(1) In general. An institution or insurer must
furnish a statement to each individual for
whom it is required to file a Form 1098–T.
The statement must include —

(i) The information required under para-
graph (b) of this section;
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(ii) A legend that identifies the state-
ment as important tax information that is
being furnished to the IRS;

(iii) Instructions that —
(A) State that the statement reports ei-

ther total payments received by the insti-
tution for qualified tuition and related
expenses during the calendar year, or to-
tal amounts billed by the institution for
qualified tuition and related expenses dur-
ing the calendar year, or the total reim-
bursements or refunds made by the insurer;

(B) State that, under section 25A and the
regulations thereunder, the taxpayer may
claim an education tax credit only with re-
spect to qualified tuition and related ex-
penses actually paid during the calendar
year; and that the taxpayer may not be able
to claim an education tax credit with re-
spect to the entire amount of payments re-
ceived, or amounts billed, for qualified
tuition and related expenses reported for the
calendar year;

(C) State that the amount of any schol-
arships or grants reported for the calen-
dar year and other similar amounts not
reported (because they are not adminis-
tered and processed by the institution) may
reduce the amount of any allowable edu-
cation tax credit for the taxable year;

(D) State that the amount of any reim-
bursements or refunds of payments re-
ceived, or reductions in charges, for
qualified tuition and related expenses, or any
reductions to the amount of scholarships or
grants, reported by the institution with re-
spect to the individual for a prior calen-
dar year may affect the amount of any
allowable education tax credit for the prior
calendar year (and may result in an in-
crease in tax liability for the year of the re-
fund);

(E) State that the amount of any reim-
bursements or refunds of qualified tuition
and related expenses reported by an in-
surer may reduce the amount of an allow-
able education tax credit for a taxable year
(and may result in an increase in tax li-
ability for the year of the refund);

(F) State that the taxpayer should refer
to relevant IRS forms and publications, and
should not refer to the institution or the in-
surer, for explanations relating to the eli-
gibility requirements for, and calculation of,
any allowable education tax credit; and

(G) Include the name, address, and
phone number of the information contact
of the institution or insurer that filed the
Form 1098–T.

(2) Time and manner for furnishing
statement — (i) In general. Except as pro-
vided in paragraphs (c)(2)(ii) and (iii) of this
section, an institution or insurer must fur-
nish the statement described in paragraph
(c)(1) of this section to each individual for
whom it is required to file a return, on or
before January 31 of the year following the
calendar year in which payments were re-
ceived, or amounts were billed, for quali-
fied tuition and related expenses, or
reimbursements, refunds, or reductions of
such amounts were made. If mailed, the
statement must be sent to the individual’s
permanent address, or the individual’s tem-
porary address if the institution or insurer
does not know the individual’s perma-
nent address. If furnished electronically, the
statement must be furnished in accordance
with the applicable regulations.

(ii) Statement to nonresident alien in-
dividual. If an information return is filed for
a nonresident alien individual, the institu-
tion or insurer must furnish a statement de-
scribed in paragraph (c)(1) of this section
to the individual in the manner prescribed
in paragraph (c)(2)(i) of this section. The
statement must be furnished on or before
the later of the date prescribed in para-
graph (c)(2)(i) of this section or the thir-
tieth day after the nonresident alien’s request
to report.

(iii) Extensions of time. The IRS may
grant an institution or insurer an exten-
sion of time to furnish the statements re-
quired in this section upon a showing of
good cause. See General Instructions for
Forms 1099 series, 1098 series, 5498 se-
ries, and W–2G, Certain Gambling Win-
nings, and applicable revenue procedures
for rules relating to extensions of time to
furnish statements (see § 601.601(d)(2) of
this chapter).

(3) Copy of Form 1098–T. An institu-
tion or insurer may satisfy the require-
ment of this paragraph (c) by furnishing
either a copy of Form 1098–T and its in-
structions or another document that con-
tains all of the information filed with the
IRS and the information required by para-
graph (c)(1) of this section if the docu-
ment complies with applicable revenue

procedures relating to substitute statements
(see § 601.601(d)(2) of this chapter).

(d) Special rules — (1) Enrollment de-
termined. An institution may determine its
enrollment for each academic period un-
der its own rules and policies for deter-
mining enrollment or as of any of the
following dates —

(i) 30 days after the first day of the aca-
demic period;

(ii) A date during the academic period
on which enrollment data must be col-
lected for purposes of the Integrated Post
Secondary Education Data System admin-
istered by the Department of Education; or

(iii) A date during the academic period
on which the institution must report en-
rollment data to the State, the institution’s
governing body, or some other external gov-
erning body.

(2) Payments of qualified tuition and re-
lated expenses received or collected by one
or more persons — (i) In general. Ex-
cept as otherwise provided in paragraph
(d)(2)(ii) of this section, if a person col-
lects or receives payments of qualified tu-
ition and related expenses on behalf of
another person (e.g., an institution), the per-
son collecting or receiving payments must
satisfy the requirements of paragraphs (b)
and (c) of this section. In this case, those
requirements do not apply to the transfer
of the payments to the institution.

(ii) Exception. If the person collecting
or receiving payments of qualified tuition
and related expenses on behalf of another
person (e.g., an institution) does not pos-
sess the information needed to comply with
the requirements of paragraphs (b) and (c)
of this section, the other person must sat-
isfy those requirements.

(3) Governmental units. An institution
or insurer that is a governmental unit, or an
agency or instrumentality of a governmen-
tal unit, is subject to the requirements of
paragraphs (b) and (c) of this section and
an appropriately designated officer or em-
ployee of the governmental entity must sat-
isfy those requirements.

(e) Penalty provisions — (1) Failure to
file correct returns. The section 6721 pen-
alty may apply to an institution or insurer
that fails to file information returns re-
quired by section 6050S and this section on
or before the required filing date; that fails
to include all of the required information
on the return; or that includes incorrect in-
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formation on the return. See section 6721,
and the regulations thereunder, for rules re-
lating to penalties for failure to file cor-
rect returns. See section 6724, and the
regulations thereunder, for rules relating to
waivers of penalties for certain failures due
to reasonable cause.

(2) Failure to furnish correct informa-
tion statements. The section 6722 penalty
may apply to an institution or insurer that
fails to furnish statements required by sec-
tion 6050S and this section on or before the
prescribed date; that fails to include all the
required information on the statement; or
that includes incorrect information on the
statement. See section 6722, and the regu-
lations thereunder, for rules relating to pen-
alties for failure to furnish correct
statements. See section 6724, and the regu-
lations thereunder, for rules relating to waiv-
ers of penalties for certain failures due to
reasonable cause.

(3) Waiver of penalties for failures to in-
clude a correct TIN — (i) In general. In the
case of a failure to include a correct TIN
on Form 1098–T or a related information
statement, penalties may be waived if the
failure is due to reasonable cause. Reason-
able cause may be established if the fail-
ure arose from events beyond the
institution’s or insurer’s control, such as a
failure of the individual to furnish a cor-
rect TIN. However, the institution or in-
surer must establish that it acted in a
responsible manner both before and after
the failure.

(ii) Acting in a responsible manner. An
institution or insurer must request the TIN
of each individual for whom it is required
to file a return if it does not already have
a record of the individual’s correct TIN. If
the institution or insurer does not have a
record of the individual’s correct TIN, then
it must solicit the TIN in the manner de-
scribed in paragraph (e)(3)(iii) of this sec-
tion on or before December 31 of each year
during which it receives payments, or bills
amounts, for qualified tuition and related ex-

penses or makes reimbursements, refunds,
or reductions of such amounts with re-
spect to the individual. If an individual re-
fuses to provide his or her TIN upon
request, the institution or insurer must file
the return and furnish the statement re-
quired by this section without the individu-
al’s TIN, but with all other required
information. The specific solicitation re-
quirements of paragraph (e)(3)(iii) of this
section apply in lieu of the solicitation re-
quirements of § 301.6724–1(e) and (f) of
this chapter for the purpose of determin-
ing whether an institution or insurer acted
in a responsible manner in attempting to ob-
tain a correct TIN. An institution or in-
surer that complies with the requirements
of this paragraph (e)(3) will be consid-
ered to have acted in a responsible man-
ner within the meaning of § 301.6724–
1(d) of this chapter with respect to any
failure to include the correct TIN of an in-
dividual on a return or statement required
by section 6050S and this section.

(iii) Manner of soliciting TIN. An insti-
tution or insurer must request the individu-
al’s TIN in writing and must clearly notify
the individual that the law requires the in-
dividual to furnish a TIN so that it may be
included on an information return filed by
the institution or insurer. A request for a TIN
made on Form W–9S, Request for Stu-
dent’s or Borrower’s Taxpayer Identifica-
tion Number and Certification, satisfies the
requirements of this paragraph (e)(3)(iii).
An institution or insurer may establish a
system for individuals to submit Forms
W–9S electronically as described in appli-
cable forms and instructions. An institu-
tion or insurer may also develop a separate
form to request the individual’s TIN or in-
corporate the request into other forms cus-
tomarily used by the institution or insurer,
such as admission or enrollment forms or
financial aid applications.

(4) Failure to furnish TIN. The section
6723 penalty may apply to any individual
who is required (but fails) to furnish his or

her TIN to an institution or insurer. See sec-
tion 6723, and the regulations thereunder,
for rules relating to the penalty for fail-
ure to furnish a TIN.

(f) Effective date. The rules in this sec-
tion apply to information returns required
to be filed, and information statements re-
quired to be furnished, after December 31,
2003.

PART 301 — PROCEDURE AND
ADMINISTRATION

Par. 4. The authority citation for part 301
continues to read in part as follows:

Authority: 26 U.S.C. 7805 * * *
Par. 5. Section 301.6011–2 is amended

as follows:
1. In paragraph (b)(1), first sentence, add

the language “1098–T,” immediately af-
ter the language “1098–E,”.

2. Revising paragraph (g)(3).
The revision reads as follows:

§ 301.6011–2 Required use of magnetic
media.

* * * * *
(g) * * *
(3) This section applies to returns on

Forms 1098–E, Student Loan Interest State-
ment, and 1098–T, Tuition Statement, filed
after December 31, 2003.

PART 602 — OMB CONTROL
NUMBERS UNDER THE
PAPERWORK REDUCTION ACT

Par. 6. The authority citation for part 602
continues to read as follows:

Authority: 26 U.S.C. 7805.
Par. 7. In § 602.101, paragraph (b) is

amended by adding an entry in numerical
order to the table to read as follows:

§ 602.101 OMB Control numbers.

* * * * *
(b) * * *

CFR part or section where
identified and described

Current OMB
Control No.

* * * * *
1.6050S-1 .............................................................................................................................................................. 1545-1678
* * * * *

February 10, 2003 412 2003–6 I.R.B.



David A. Mader,
Assistant Deputy Commissioner

of Internal Revenue.

Approved December 12, 2002.

Pamela F. Olson,
Assistant Secretary of the Treasury.

(Filed by the Office of the Federal Register on December 18,
2002, 8:45 a.m., and published in the issue of the Federal Reg-
ister for December 19, 2002, 67 F.R. 77678)

Section 6331.—Notice
Requirements

26 CFR 301.6331–4: Restrictions on levy while
installment agreements are pending or in effect.

T.D. 9027

DEPARTMENT OF THE
TREASURY
Internal Revenue Service
26 CFR Part 301

Levy Restrictions During
Installment Agreements

AGENCY: Internal Revenue Service (IRS),
Treasury.

ACTION: Final Regulations.

SUMMARY: This document contains fi-
nal regulations relating to restrictions on
levy during the period that an installment
agreement is proposed or in effect. The
regulations reflect changes to the law made
by the Internal Revenue Service Restruc-
turing and Reform Act of 1998.

EFFECTIVE DATE: These regulations are
effective December 18, 2002.

FOR FURTHER INFORMATION
CONTACT: Frederick W. Schindler, (202)
622–3620 (not a toll-free number).

SUPPLEMENTARY INFORMATION:

Background

This document contains final regula-
tions amending the Procedure and Admin-
istration Regulations (26 CFR part 301)
under section 6331 of the Internal Rev-
enue Code (Code). The regulations re-
flect the amendment of section 6331 by
section 3462 of the Internal Revenue Ser-
vice Restructuring and Reform Act of 1998

(RRA 1998), Public Law 105–206 (112
Stat. 685, 764). New section 6331(k) codi-
fies the IRS practice of withholding col-
lection during consideration of a taxpayer’s
offer to compromise and extends that prac-
tice to proposed installment agreements.
These regulations deal principally with the
effect of subsection 6331(k) when an in-
stallment agreement has been proposed and
is pending, is in effect, or has been re-
jected or terminated. On April 17, 2002, a
notice of proposed rulemaking (REG–
104762–00, 2002–18 I.R.B. 825 [67 FR
18839]) reflecting these changes was pub-
lished in the Federal Register. No writ-
ten comments on the proposed regulations
were received. No public hearing was
scheduled or held.

Explanation of Provisions

The regulations provide that, subject to
certain exceptions, the IRS may not levy to
collect a liability while a taxpayer’s pro-
posal to enter into an installment agree-
ment for payment of that liability is
pending, for thirty days after rejection of
such a proposal, while an installment agree-
ment is in effect, for thirty days after ter-
mination of an installment agreement by the
IRS, and during a timely filed appeal of a
rejection or termination by the IRS. A pro-
posed installment agreement is consid-
ered pending when it is accepted for
processing by the IRS and remains pend-
ing until the IRS accepts or rejects it or the
taxpayer withdraws the proposal. The fi-
nal regulations clarify that the IRS may not
accept a proposed installment agreement for
processing if jurisdiction over the tax li-
ability at issue has been transferred to the
Department of Justice for prosecution or de-
fense. If a proposed installment agree-
ment does not contain sufficient information
for the IRS to determine whether the pro-
posal should be accepted, the IRS will re-
quest the additional necessary information
from the taxpayer and provide a reason-
able time period for the taxpayer to re-
spond. The IRS may reject the proposed
installment agreement if the requested in-
formation is not provided.

Collection by levy is not prohibited if the
taxpayer waives the restriction on levy in
writing, if the IRS determines that collec-
tion of the tax liability is in jeopardy, or if
the IRS determines that the proposed in-
stallment agreement was submitted solely
to delay collection. The exception for pro-

posals submitted solely to delay collec-
tion is based on the legislative history
accompanying RRA 1998, which explained
that Congress did not intend that levy would
be prohibited if the IRS determined that an
offer to compromise was submitted solely
to delay collection. H.R. Conf. Rep. No.
509, 105th Cong., 2d Sess. 288 (1998). Be-
cause the legislative history indicates that
Congress intended the same restrictions on
levy with respect to offers in compromise
be applicable to installment agreements,
these regulations adopt the same rule with
respect to proposed installment agreements.

The regulations provide that the IRS may
take actions other than levy to protect the
interests of the United States with respect
to collection of the liability to which an in-
stallment agreement or proposed install-
ment agreement relates. Those actions
include, but are not limited to: crediting an
overpayment against the liability pursu-
ant to section 6402, filing or refiling no-
tices of Federal tax lien, and taking action
to collect from persons liable for the tax but
not named in the installment agreement.

The proposed regulations provided that
the IRS cannot institute a court proceed-
ing against the taxpayer named in the in-
stallment agreement to collect the tax
covered by the installment agreement. In the
final regulations, this provision has been
clarified. It now states that the IRS may not
refer a case to the Department of Justice to
collect an unpaid tax through a judicial pro-
ceeding while levy is prohibited by these
regulations. The IRS may, however, autho-
rize the Department of Justice to file a
counterclaim in any refund proceeding com-
menced by a taxpayer, participate in bank-
ruptcy or insolvency cases commenced by
or against the taxpayer, or join a taxpayer
in any other proceeding in which liability
for the tax at issue may be established or
disputed. Such proceedings may involve
taxes for which more than one person may
be jointly and severally liable for the same
tax, or may involve persons liable for re-
lated liabilities, such as a trust fund recov-
ery penalty under section 6672 or a personal
liability for excise tax under section 4103.

While an installment agreement allows
the IRS to accept the payment of tax in in-
stallments, the agreement does not conclu-
sively establish the taxpayer’s liability. A
taxpayer therefore is not prohibited from
seeking a refund of taxes paid pursuant to
an installment agreement. Allowing the IRS
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