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F is not an eligible student for taxable year
1999.

Example 9. Student G graduates from high
school in June 2001. In January 2002, Student
G is enrolled in a one-year postsecondary
certificate program on a full-time basis to
obtain a certificate as a travel agent. Stu-
dent G completes the program in December
2002 and is awarded a certificate. In January
2003, Student G enrolls in a one-year postsec-
ondary certificate program on a full-time
basis to obtain a certificate as a computer
programer. Student G meets the degree re-
quirement, the work load requirement, and
the year of study requirement for the tax-
able years 2002 and 2003. Therefore, Student
G is an eligible student for both taxable
years 2002 and 2003.

(e) Academic period for prepayments—
(1) In general. For purposes of deter-
mining whether a student meets the re-
quirements in paragraph (d) of this sec-
tion for a taxable year, if qualified tui-
tion and related expenses are paid dur-
ing one taxable year for an academic
period that begins during January,
February or March of the next taxable
year (for taxpayers on a fiscal taxable
yvear, use the first three months of the
next taxable year), the academic period
is treated as beginning during the tax-
able year in which the payment is
made.

(2) Example. The following example il-
lustrates the rule of this paragraph (e).
In the example, assume that all the re-
quirements to claim a Hope Scholar-
ship Credit are met. The example is as
follows:

Example. Student G graduates from high
school in June 1998. After graduation, Stu-
dent G works full-time for several months to
earn money for college. Student G is enrolled
on a full-time basis in an undergraduate de-
gree program at University W, an eligible
educational institution, for the 1999 Spring
semester, which begins in January 1999. Stu-
dent G pays tuition to University W for the
1999 Spring semester in December 1998. Be-
cause the tuition paid by Student G in 1998
relates to an academic period that begins
during the first three months of 1999, Stu-
dent G’s eligibility to claim a Hope Scholar-
ship Credit in 1998 is determined as if the
1999 Spring semester began in 1998. Thus, as-
suming Student G has not been convicted of
a felony drug offense as of December 31, 1998,
Student G is an eligible student for 1998.

(f) Effective date. The Hope Scholar-
ship Credit is applicable for qualified
tuition and related expenses paid after
December 31, 1997, for education fur-
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nished in academic periods beginning
after December 31, 1997.

[T.D. 9034, 67 FR 78691, Dec. 26, 2002; 68 FR
15940, Apr. 2, 2003]

§1.25A-4 Lifetime Learning Credit.

(a) Amount of the credit—(1) Taxable
years beginning before January 1, 2003.
Subject to the phaseout of the edu-
cation tax credit described in §1.25A-
1(c), for taxable years beginning before
2003, the Lifetime Learning Credit
amount is 20 percent of up to $5,000 of
qualified tuition and related expenses
paid during the taxable year for edu-
cation furnished to the taxpayer, the
taxpayer’s spouse, and any claimed de-
pendent during any academic period
beginning in the taxable year (or treat-
ed as beginning in the taxable year, see
§1.25A-5(e)(2)).

(2) Taxable years beginning after De-
cember 31, 2002. Subject to the phaseout
of the education tax credit described in
§1.25A-1(c), for taxable years beginning
after 2002, the Lifetime Learning Credit
amount is 20 percent of up to $10,000 of
qualified tuition and related expenses
paid during the taxable year for edu-
cation furnished to the taxpayer, the
taxpayer’s spouse, and any claimed de-
pendent during any academic period
beginning in the taxable year (or treat-
ed as beginning in the taxable year, see
§1.25A-5(e)(2)).

(3) Coordination with the Hope Scholar-
ship Credit. Expenses paid with respect
to a student for whom the Hope Schol-
arship Credit is claimed are not eligi-
ble for the Lifetime Learning Credit.

(4) Examples. The following examples
illustrate the rules of this paragraph
(a). In each example, assume that all
the requirements to claim a Lifetime
Learning Credit or a Hope Scholarship
Credit, as applicable, are met. The ex-
amples are as follows:

Example 1. In 1999, Taxpayer A pays quali-
fied tuition and related expenses of $3,000 for
dependent B to attend an eligible edu-
cational institution, and Taxpayer A pays
qualified tuition and related expenses of
$4,000 for dependent C to attend an eligible
educational institution. Taxpayer A does not
claim a Hope Scholarship Credit with respect
to either B or C. Although Taxpayer A paid
$7,000 of qualified tuition and related ex-
penses during the taxable year, Taxpayer A
may claim the Lifetime Learning Credit
with respect to only $5,000 of such expenses.
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Therefore, the maximum Lifetime Learning
Credit Taxpayer A may claim for 1999 is
$1,000 (.20 x $5,000).

Example 2. In 1999, Taxpayer D pays $6,000
of qualified tuition and related expenses for
dependent E, and $2,000 of qualified tuition
and related expenses for dependent F, to at-
tend eligible educational institutions. De-
pendent F has already completed the first
two years of postsecondary education. For
1999, Taxpayer D claims the maximum $1,500
Hope Scholarship Credit with respect to de-
pendent E. In computing the amount of the
Lifetime Learning Credit, Taxpayer D may
not include any of the $6,000 of qualified tui-
tion and related expenses paid on behalf of
dependent E but may include the $2,000 of
qualified tuition and related expenses of de-
pendent F.

(b) Credit allowed for unlimited number
of tarable years. There is no limit to the
number of taxable years that a tax-
payer may claim a Lifetime Learning
Credit with respect to any student.

(c) Both degree and mondegree courses
are eligible for the credit—(1) In general.
For purposes of the Lifetime Learning
Credit, amounts paid for a course at an
eligible educational institution are
qualified tuition and related expenses
if the course is either part of a postsec-
ondary degree program or is not part of
a postsecondary degree program but is
taken by the student to acquire or im-
prove job skills.

(2) Examples. The following examples
illustrate the rule of this paragraph (c).
In each example, assume that all the
requirements to claim a Lifetime
Learning Credit are met. The examples
are as follows:

Example 1. Taxpayer A, a professional pho-
tographer, enrolls in an advanced photog-
raphy course at a local community college.
Although the course is not part of a degree
program, Taxpayer A enrolls in the course to
improve her job skills. The course fee paid by
Taxpayer A is a qualified tuition and related
expense for purposes of the Lifetime Learn-
ing Credit.

Example 2. Taxpayer B, a stockbroker,
plans to travel abroad on a ‘‘photo-safari”’
for his next vacation. In preparation for the
trip, Taxpayer B enrolls in a noncredit pho-
tography class at a local community college.
Because Taxpayer B is not taking the pho-
tography course as part of a degree program
or to acquire or improve his job skills,
amounts paid by Taxpayer B for the course
are not qualified tuition and related ex-
penses for purposes of the Lifetime Learning
Credit.
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(d) Effective date. The Lifetime Learn-
ing Credit is applicable for qualified
tuition and related expenses paid after
June 30, 1998, for education furnished in
academic periods beginning after June
30, 1998.

[T.D. 9034, 67 FR 78691, Dec. 26, 2002]

§1.25A-5 Special rules relating to
characterization and timing of pay-
ments.

(a) Educational expenses paid by
claimed dependent. For any taxable year
for which the student is a claimed de-
pendent of another taxpayer, qualified
tuition and related expenses paid by
the student are treated as paid by the
taxpayer to whom the deduction under
section 151 is allowed.

(b) Educational expenses paid by a
third party—(1) In general. Solely for
purposes of section 25A, if a third party
(someone other than the taxpayer, the
taxpayer’s spouse if the taxpayer is
treated as married within the meaning
of section 7703, or a claimed dependent)
makes a payment directly to an eligi-
ble educational institution to pay for a
student’s qualified tuition and related
expenses, the student is treated as re-
ceiving the payment from the third
party and, in turn, paying the qualified
tuition and related expenses to the in-
stitution.

(2) Special rule for tuition reduction in-
cluded in gross income of employee. Sole-
ly for purposes of section 25A, if an eli-
gible educational institution provides a
reduction in tuition to an employee of
the institution (or to the spouse or de-
pendent child of an employee, as de-
scribed in section 132(h)(2)) and the
amount of the tuition reduction is in-
cluded in the employee’s gross income,
the employee is treated as receiving
payment of an amount equal to the tui-
tion reduction and, in turn, paying
such amount to the institution.

(3) Examples. The following examples
illustrate the rules of this paragraph
(b). In each example, assume that all
the requirements to claim an education
tax credit are met. The examples are as
follows:

Example 1. Grandparent D makes a direct
payment to an eligible educational institu-
tion for Student E’s qualified tuition and re-
lated expenses. Student E is not a claimed
dependent in 1999. For purposes of claiming



		Superintendent of Documents
	2014-08-28T13:29:25-0400
	US GPO, Washington, DC 20401
	Superintendent of Documents
	GPO attests that this document has not been altered since it was disseminated by GPO




