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SECTION C: Tax Manual 

I. Form 1099-MISC, Miscellaneous Income 

The Internal Revenue Service requires a Form 1099-MISC, Miscellaneous Income form be 

issued to independent contractors, other individuals, LLCs filing as partnerships or single-

member LLCs, trusts and estates and unincorporated businesses that have received reportable 

payments of $600 or more during the calendar year. Reportable payments include the following: 

payments for services; salary, wages, commissions and other forms of non-employee 

compensation; rents and other income (deceased employee wages, prizes/awards to 

nonemployees).  Payments for tangible goods, utilities, telephone, freight and storage are not 

reportable items.  

A 1099-MISC form is not required to be issued to 501(c)(3) non-profit organizations, state 

agencies, federal agencies, S corporations, or C corporations, or LLCs filing as a S corporation 

or C corporation unless the payment is for medical or legal services.  Payments for medical or 

legal services must be reported regardless of their federal tax classification. 

The College is responsible for obtaining correct supplier information for 1099 reportable vendors 

including the supplier name, social security number/employer identification number, and type of 

organization. Failure to obtain correct supplier information may result in a penalty to the 

College. This information is collected on a Form W-9, which must be completed for each 

vendor. If a valid Form W-9 is not collected, the College is obligated to perform backup 

withholding of 24%. A completed Form W-9 will relieve the College of this withholding 

obligation. 

Systems Office Business Affairs utilizes the Internal Revenue Service’s Taxpayer Identification 

Number (TIN) matching service to verify the name and SSN/EIN match the IRS’s records for 

1099 reportable vendors.  If the federal tax classification indicates that an individual will be 

performing services for the College, the Independent Contractor form must also be completed 

and signed by the individual completing the form, the Human Resources department, and the 

campus Finance Office.  Completed forms should be returned with the W-9 to the Vendor Create 

listserv.  Please reference the Procurement section (Section J) of the Financial Management 

Manual for further instructions regarding the addition of vendors. If the individual does not meet 

the criteria stated on the Independent Contractor form, he/she should be considered an employee 

of the College, and payroll taxes will be withheld as appropriate. 
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The following are examples of non-employee compensation that are reportable on the 1099-

MISC form: 

 Payments to non-employees for services rendered including payments for fees, honoraria, 

and personal service contracts 

 Payments to recipients other than real estate agents for the rental of property and 

equipment 

 Royalty payments of $10 or more per year 

 Medical and health service payments including payments to corporations 

 Payments to an attorney including payments to corporations 

 Prizes and awards paid to non-employees of $600 or more 

 Other income of $600 or more 

Scholarship and fellowship payments are not reported on Form 1099-MISC; these are reported 

on the 1098-T form described in Section IV below. 

Systems Office Business Affairs produces the 1099-MISC forms, and mails one copy to the 

vendor.  The second copy is submitted electronically to the Internal Revenue Service by January 

31st.  The 1099-MISC forms are not required to be submitted to the State of Indiana unless it 

includes state or local income tax withholdings. 

In the fall, the IRS will send a CP2100A notice (B Notices) related to the Form 1099-MISC from 

the College’s file submission to the Systems Office Business Affairs department.  This list 

includes errors such as an incorrect social security number or employer identification number, 

missing social security number or employer identification number, or the social security 

number/employer identification number that does not match the name on file with the 

IRS.  Systems Office Business Affairs will send the required B Notice letter to the vendor and 

request an updated W-9 form by the date specified by the IRS. If the vendor fails to return an 

updated W-9 form by the date specified on the B Notice, the vendor will be terminated in 

Banner.  The vendor cannot be re-established until an updated W-9 is received. In the event it is 

a second B Notice for the vendor, the vendor is automatically terminated upon receipt of the 

CP2100A notice from the IRS and the second B notice letter is mailed.  The vendor cannot be re-

established in Banner until the appropriate documentation as required by the IRS is received. 

Board of Trustees Per Diem 

Members of the College’s state Board of Trustees attending board meetings are eligible for 

mileage reimbursement and a daily per diem amount.   The daily per diem amount is considered 
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taxable income and must be reported by the board members on their tax returns.  The College 

will issue a 1099-MISC form if the total per diem amount received by the board member exceeds 

$600 for the year.  If the total per diem amount does not exceed $600, board members will each 

receive a letter from the College stating the amount of per diem received during the 

year.  Campus board members are eligible for travel reimbursement only. 

II. Tax Implications for Nonresident Aliens 

The purchase of goods or services from non-U.S. based entities require the prior approval of the 

Senior Vice President of Business Affairs & Chief Financial Officer or designee.  

If it is deemed in the best interest of the College to enter into such a contract, the contract must 

be between the College and the party who is providing the service.  The College is responsible 

for paying the service provider and withholding and remitting income taxes to the extent required 

by federal and state law.  If the services to the College are to be funded in whole or part from a 

grant to the Ivy Tech Foundation, the Foundation will issue checks to the College to cover the 

appropriate amounts payable under the grant. 

Independent Contractors 

IRS Publication 515 and Federal Tax Forms 1042, 1042-S, and 8233 discuss the federal income 

tax implications of contracting with an individual who is a citizen of another country and who 

has not been granted resident alien status by the U.S. Citizenship and Immigration Service. 

Contracts entered into for personal services include payments for professional services, including 

fees of an attorney, physician, or accountant made directly to the person performing the 

service.  In addition, it includes honoraria paid by the College to visiting lecturers and 

researchers.  Pay for certain personal services performed in the United States may be exempt 

from U.S. income tax if the person is a resident of one of the treaty countries, if the person is in 

the U.S. for a limited number of days, and if the person meets certain other criteria.  For many 

foreign independent contracts, the maximum number of days the person can reside in the U.S. is 

183 days during the tax year.  Residents of Canada and Mexico can only be in the U.S. for no 

more than 183 days during the calendar year.  Please note, IRS Publication 515 states “Often, 

you must withhold under the statutory rules on payments made to a treaty country resident 

contractor for services performed in the U.S. This is because the factors on which the treaty 

exemption is based may not be determinable until after the close of the tax year.” 
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Unless the treaties specifically exempt the income earned while the foreign independent 

contractor is in the United States, Ivy Tech must generally withhold tax at the 30% rate.  This 

rule applies regardless of the worker’s place of residence or the place where the contract for 

service was made.  Ivy Tech must withhold at the statutory rate of 30% on all payments unless 

the nonresident alien enters into a withholding agreement or receives a final payment 

exemption.  The College is required to report the income paid to the independent contractor and 

the related withholding on Forms 1042-S and 1042-T. 

Scholarship and Grant Reporting 

Principal designated school officials working as part of the International Student Services are 

responsible for collecting student information, such as the type of visa and program into which 

the student is enrolled.  Designated school officials at each campus may assist with collecting 

this information. 

Accounts of students receiving scholarships, grants or other third party payments must be 

reviewed to determine if a 1042-S required. Once the student is determined to need a Form 1042-

S filed on their behalf, there are five procedures that the College follows to ensure proper 

reporting and withholding. 

1) Determine the amount of qualified and non-qualified scholarships, grants, and third party 

payments. Withholding is required on all payments from U.S. sources to nonresident 

alien students for non-qualified scholarships and grants.  The payment of a qualified 

scholarship to a nonresident alien is not reportable and not subject to nonresident alien 

withholding.  A qualified scholarship is defined as any amount paid to an individual as a 

scholarship or fellowship grant to the extent that the amount is used for tuition and fees 

required for enrollment at an educational institution and fees, books, supplies, and 

equipment required for courses of instruction at the education organization. 

 

2) Third party payments, scholarships, and grants are applied first towards qualified tuition 

and fees required for enrollment at an educational institution and fees, books, supplies, 

and equipment required for courses of instruction.  Any amounts remaining are then 

applied to other materials and living expenses, including international insurance. 

Amounts that are not considered qualified scholarship expenses as outlined above are 

subject to withholding and must be reported on Form 1042-S.  If a student receives a 

scholarships that covers living expenses as well as tuition and incidental expenses, the 

amount for living expenses is taxable and subject to the appropriate withholding tax (14% 

for F, J, M and Q visa students or 30% for all others) unless the student completed IRS 



 
5 

 

Form W-8BEN to claim a treaty exemption. Please note, if the College is receiving both 

noncompensatory scholarship or fellowship income and personal services income from 

the same individual, treaty benefits can be claimed on Form 8233.  The amount included 

on Form 1042-S should not include amounts reported on Form W-2 or Form 1099. 

 

3) Forms 1042-S must be filed by March 15 of each year and are filed by Systems Office 

Business Affairs.  

 

4) Systems Office Business Affairs also files Form 1042, Annual Withholding Tax Return 

for U.S. Source of Income of Foreign Persons, which is a summary of all Form 1042-S 

that have been filed during the year.  Form 1042-T, Annual Summary and Transmittal of 

Forms 1042-S, is also filed by Systems Office Business Affairs.  This form summarizes 

the number of Forms 1042-S that are sent to the IRS and total amount of gross income 

and U.S. Federal tax withheld on the forms. The forms are required to be submitted by 

March 15 unless IRS Form 8809, Application for Extension of Time to File Information 

Returns has been filed. IRS Form 8809 grants an extension of 30 days to file Forms 

1042-S with the Internal Revenue Service. Copies of the 1042-S forms are mailed to the 

students by the March 15th deadline.  If an extension of time is necessary to furnish 

Forms 1042-S to students, the process outlined in IRS Publication 1187 would be 

followed.   

 

5) Deposit requirements exist for tax liability amounts that are due to the IRS.   The amount 

of tax that is required to be withheld determines the frequency of deposits.  If at the end 

of the calendar year, the total amount of undeposited taxes is less than $200, the taxes can 

be paid with Form 1042 or by depositing the entire amount by March 15 of the following 

calendar year.  If at the end of any month the total amount of undeposited taxes is more 

than $200 but less than $2,000, the taxes must be deposited within 15 days after the end 

of the month.  If at the end of any quarter-monthly period, the total amount of 

undeposited taxes is $2,000 or more, the taxes must be deposited within 3 business days 

after the end of the quarter-monthly period.  A quarter-monthly period ends on the 7th, 

15th, 22nd, and last day of the month.  All funds must be deposited using the Electronic 

Federal Tax Payment System (EFTPS). Systems Office Business Affairs handles the 

depositing of withholdings. 

Hiring Nonresident Alien Students for Employment 

A student is defined as any individual who is temporarily in the U.S. on a F, J, M, or Q visa and 
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substantially complies with the requirements of that visa.  Any person who meets these 

conditions for five calendar years, will not meet the requirement after the fifth year unless the 

person can establish to the satisfaction of the IRS that he/she does not intend to permanently 

reside in the U.S. and has substantially complied with the requirements of his/her nonimmigrant 

status.  The student must be granted permission to work, and must have his/her Form I-94, 

Arrival-Departure Record stamped. In order for the student to be in compliance with the visa 

status, the student must not work more than 20 hours per week while school is in session (the 

student may work full-time while on breaks), and on-campus employment must be performed on 

the College’s premises or at an off-campus location which is educationally affiliated with the 

school. 

Any nonresident alien student who is enrolled and regularly attending classes may be exempt 

from social security and Medicare taxes on pay for services performed for that school.  If the 

student is a resident alien classification, pay would be subject to social security and Medicare 

taxes. 

Prior to employment with the College, the student must file Form I-765, Application for 

Employment Authorization, with Form I-20 A-B/I-20 ID, Certificate of Eligibility of 

Nonimmigrant (F-1) Student Status.  The student will also be required to complete the New Hire 

Packet.  If the student is from a treaty country, the student should file Form 8233, Exemption 

from Withholding on Compensation for Independent (and Certain Dependent) Personal Services 

of a Nonresident Alien Individual. 

At the end of the year, Systems Office Business Affairs will file Form W-2 and Form 1042-S as 

appropriate for those receiving compensation from Ivy Tech.  Form W-2 reports income earned 

that is not covered by tax exemption.  Form 1042-S is used to report wages in which there was 

no tax withheld due to the claiming of a tax treaty or fellowship.  Forms 1042-S are mailed to 

student employees by March 15th.  Copies of Form 1042-S and the transmittal form, 1042-T, are 

also submitted to the IRS by March 15th.  Form W-2, if applicable, will be sent no later than 

January 31st. 

Hiring Nonresident Employees (Non-Students) 

Salaries, wages, or any other pay for personal services paid to nonresident alien employees are 

subject to graduated withholding in the same way as for U.S. citizens and residents if the wages 

are effectively connected with the conduct of a U.S. trade or business.  Any wages paid to a 

nonresident alien for services performed as an employee for an employer are generally exempt 

from the 30% withholding if the wages are subjected to graduated withholding. 
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Pay of professors and teachers who are residents of treaty countries is generally exempt from the 

U.S. income tax for two or three years if they temporarily visit the U.S. to teach or do 

research.  The exemption applies to pay earned by the visit professor or teacher during the 

applicable period.  For most of the treaty countries, the applicable period begins on the date of 

arrival in the U.S. for the purpose of teaching or engaging in research. 

Wages paid to teachers, professors, and researchers are given a separate income code number 

because many tax treaties provide at least partial exemption from withholding and from U.S. 

tax.  Graduated withholding of income usually applies to all wages, salaries, and other pay for 

teaching or research paid by Ivy Tech. 

A nonresident alien temporarily in the U.S. on an F-1, J-1, M-1, or Q-1 visa is not subject to 

social security and Medicare taxes on pay for services performed to carry out the purpose for 

which the alien was admitted to the U.S.  Social security and Medicare taxes should not be 

withheld or paid on this amount.  However, if an alien is considered a resident alien, that pay is 

subject to social security and Medicare taxes even though the alien is still one of the 

nonimmigrant statuses mentioned above.  This also applies to FUTA (unemployment) taxes paid 

by the employer. Alien teachers, researchers, and other alien employees temporarily present in 

the U.S. on a H-1a, H-1b, L-1, O-1, O-2, P-1, P-2, P-2, TC, TN, refugee, or asylee immigration 

status are fully liable for social security and Medicare taxes unless an exemption applies from 

one of the tax treaties. 

III. Payroll and Related Taxes 

Payroll handles federal, state, and local tax withholding for the College as well as the annual W-

2 reporting.  The amount of federal tax withheld is determined based on the federal withholdings 

chart and the number of allowances the employee reports on their W-4, Employee’s 

Withholdings Allowance Certificate.  The amount of state and/or local tax withheld is based on 

the state and local withholdings chart and allowances as reported on the employee’s Indiana 

Form WH-4, Employee’s Withholding Exemption and County Status Certificate, Form MI-W4 

for Michigan, Form K4 for Kentucky, or Form IT-4 for Ohio as appropriate. Effective January 

2020, the IRS has significantly modified IRS Form W-4 (https://www.irs.gov/forms-pubs/about-

form-w-4). 

W-2s are mailed to the employee’s address on file with the College no later than January 31st, 

and are also available on MyIvy.  Payroll submits the W-2 information to the Social Security 

Administration, state and local tax agencies by the January 31st deadline. 
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Employees Assigned a College Car 

Effective July 1, 2019, no additional College cars should be assigned to employees. Employees 

with a College car assigned prior to this date may continue using their current vehicle until it is 

no longer operational in accordance with the policy in Section H of the FMM. 

In the event that employees are permanently assigned a College vehicle with the ability to use the 

vehicle for personal use, the name of the person assigned the vehicle should be reported to 

Systems Office Business Affairs.  Fuel and maintenance reimbursements for the car may be 

taxable to the employee.  Systems Office Business Affairs will review all fuel reimbursements, 

maintenance, and gas card charges as well as the value of the vehicle that represents personal use 

for the assigned vehicle, and will provide this information to Payroll for inclusion on the 

employee’s W-2 form as appropriate.  

Moving Expenses 

At the discretion of the President, an individual may receive reimbursement for expenses 

incurred in moving to accept a position at the College.  Alternatively, the College may pay a 

third party for expenses related to an individual’s move to accept a position at Ivy Tech. 

Reimbursement of moving expenses or payments to a third party for expenses related to a 

prospective employee’s move are considered compensation and subject to all employment tax 

withholding.  

Systems Office Business Affairs will identify moving expenses using the account codes in 

Banner, and provide this information to Payroll for inclusion on the employee’s W-2 form. 

Educational Support--Fee Remission, Tuition Assistance, and Tuition Reimbursement 

Under current Federal laws all or some portion of fee remission, tuition assistance, and tuition 

reimbursement benefits may be subject to taxation. 

For an Ivy Tech employee applying for Ivy Tech fee remission for themselves at the 

undergraduate level, remission benefits are not taxable.  This is also true for the spouse or 

dependent child of an Ivy Tech employee using the College’s fee remission benefits at the 

undergraduate level.   

The College’s tuition assistance program is available to full-time, benefits-eligible faculty and 

staff pursuing a terminal degree or degree required as a condition of employment.  Faculty and 

staff in this program may be supported for up to twenty-four (24) hours per fiscal year, not to 
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exceed nine (9) credit hours per semester provided the coursework is taken at an institution 

accredited by the federally recognized regional association. 

Tuition reimbursement may also available to full-time, benefits-eligible faculty and staff who 

wish to enroll in college and university classes outside of Ivy Tech on an elective 

basis.  Participants in the reimbursement program may be supported for up to twelve (12) credit 

hours per fiscal year, provided budgetary funds are available and the course is taken at an 

institution accredited by the federally recognized regional association.  For a comprehensive list 

of requirements for participation in the tuition assistance and tuition reimbursement programs, 

please review the Educational Support section of the Full-Time Employee Handbook. 

According to Section 127 of the IRS Code and IRS Publication 15-B, employee tuition 

assistance and tuition reimbursement for undergraduate, graduate or professional level courses 

may be taxable. If an employee receives more than $5,250 in tuition assistance or reimbursement 

per calendar year, the value of the assistance or reimbursement above $5,250 should be included 

as wages and reported in Box 1 of the employee’s W-2 and is subject to all applicable 

employment tax withholding. 

IV. Form 1098-T  

Ivy Tech is required to issue Form 1098-T, Tuition Statement, which reports payments received 

for qualified tuition expenses during the calendar year.  Qualified tuition is defined as tuition, 

fees, and course materials required for a student to be enrolled at or attend an eligible education 

institution.  Amounts paid for any course or education involving sports, games, or hobbies, 

unless related to the student’s degree program, or charges for room, board, insurance, student 

health fees, transportation and other living expenses are not considered qualified tuition.  

Effective for tax year 2018, the College reports the payments received for qualified tuition and 

related expenses. 

The form also reports scholarships or grants applied to the student’s account during the calendar 

year.  Scholarships and grants generally include all payments received from third parties 

(excluding family members and loan proceeds) including governmental, religious, civic and 

nonprofit entities. The form is informational only and may assist students in determining their 

ability to qualify for an education credit on their federal tax return. The 1098-T forms are 

generated by a third party processor with the assistance of the Cash Management department and 

are postmarked by January 31 to the student’s address on file with the College.  The third party 
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processor submits the required file to the Internal Revenue Service. Students may also access 

their 1098-T forms through MyIvy and the third party processor’s website. 

Copies of 1098-Ts for the current year and two years prior may be requested from the Cash 

Management department Systems Office Business Affairs.  If a 1098-T needs to be corrected, the 

campus Business Office should contact the Cash Management department. 

1098-Ts are not generally issued to high school or apprenticeship students unless requested by 

the student.  1098-Ts are also not issued to Indiana College Network students. Form 1098-T is 

not required for courses for which no academic credit is offered, even if the student is otherwise 

enrolled in a degree program; nonresident alien students, unless requested by the student; 

students whose qualified tuition and related expenses are entirely waived or paid entirely with 

scholarships; and students for whom you do not maintain a separate financial account and whose 

qualified tuition and related expenses are covered by a formal billing arrangement between an 

institution and the student's employer or a governmental entity, such as the Department of 

Veterans Affairs or the Department of Defense. 

The student must have a social security number or taxpayer identification number provided to the 

College in Banner in order to receive a 1098-T. The College requires social security numbers for 

all new applications.  In the event a student did not receive a 1098-T due to not having a social 

security number on file with the College, the Cash Management Department at the College will 

issue a 1098-T for three prior years upon request of the student. 

In the fall annually, the College may receive a list of students whose social security number is 

either missing from the 1098-T form or whose name and social security number on the 1098-T 

form did not match the records of the Internal Revenue Service (B Notice).  The list is reviewed 

by Systems Office Business Affairs and letters are sent to the students on the list to request an 

updated social security number and corrections are made as appropriate. 

V. Payments Made to or on Behalf of Students 

Payments made to or on behalf of students must be reviewed to determine if it is a scholarship, 

wrap-around or supportive service, or a prize/award.   

Scholarships 

From IRS Topic 421, a scholarship is an amount paid or allowed to a student at an educational 

institution for the purpose of study. In order to be considered a tax-free scholarship, the recipient 
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must be a candidate for a degree at an educational institution that maintains regular faculty and 

curriculum and normally has a regularly enrolled body of students in attendance. The non-

taxable amounts are limited to the amount received to pay for tuition, fees, books, supplies and 

equipment required for attendance at the institution. Scholarships awarded by the College and the 

Ivy Tech Foundation must reported to Financial Aid. Campus business office must properly 

identify the funds as a resource on the student’s account. In the event a scholarship for purpose 

other than tuition, fees,  books, supplies and equipment, the campus Business Office should 

consult with Financial Aid to verify student budget and no over award prior to award as well as 

determine tax implications. 

Wrap-around and supportive services 

Ivy Tech also offers a variety of wrap-around and supportive services to reduce barriers to 

student success and completion. Wrap-around and supportive services may include but are not 

limited to:   

 Transportation, including bus passes, gas cards, emergency auto repairs 

 Food 

 Counseling  

 Emergency aid 

 Child care 

 Rent  

 Utilities 

 

This support may come in a variety of forms depending on the campus, including but not limited 

to direct donations of food, on campus counseling services, gift cards, grants, or loans. For all 

gift cards, emergency aid, payments on behalf of the student, Financial Aid must be consulted 

prior to distribution.   

As mentioned, wrap-around and supportive services may be funded through a variety of sources, 

and the established policies and procedures for those sources must be followed.  If policies and 

procedures specific to the funding source or program do not exist, eligible students must provide 

explanation of current financial need with supporting documentation for the proposed service, 

including W-9, invoice or copy of lease agreement. Payments should be issued directly to the 

third party on behalf of the student for rent, utilities, childcare and similar payments.  Payments 

should not be made to related parties or other Ivy Tech students as vendors.  Non-business 

entities, unless a related party or other Ivy Tech student which is prohibited, are treated as a 
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business and the same documentation, W-9, lease agreement or invoice, must be attached. Any 

exceptions to the required documentation and third party payment must be approved by the 

campus Executive Director of Finance/Administration.   

When considering a wrap-around service or incentive for a student, regardless of funding source 

(College, grant, Foundation, etc), the proposed service and student information must be reviewed 

by Financial Aid and as determined appropriate by Financial Aid, reported as a resource to the 

student’s account. Campus business office may also add a note on TSAAREV or SPACMNT. 

Depending on the type of wrap-around service or incentive offered, there may also be 

information reporting obligations.   If the service or payments are made by the Ivy Tech 

Foundation, any applicable tax reporting would be handled by the Ivy Tech Foundation.  

If the wrap-around service is a tangible, non-monetary item with a value less than $100 and is 

infrequent in nature, such as food or professional clothing, the College considers this de minimis 

and therefore, does not track these items for tax reporting purposes. Infrequent in nature is 

defined as six or fewer times per year. If the value exceeds $100 per occurrence or if the 

tangible, non-monetary item will be given more frequently than six times per year, a Gift, Prize, 

or Award Acknowledgement Form must be completed if the student does not meet the definition 

of charitable class as outlined below.  Regardless of value and whether or not the student 

receives financial aid, all wrap-around services must be reported to financial aid. 

Gift cards are considered cash equivalents and are never considered de minimis. Therefore, the 

Gift, Prize, or Award Acknowledgement Form should always be completed for gift cards and 

sent by the campus Business Office to the Accounting and Financial Reporting department in 

Systems Office Business Affairs unless it is documented that the student meets the definition of 

charitable class. Payments made by the College, regardless of funding source, to third parties on 

behalf of a student, are subject to tax information reporting. The value of such payments and 

services would be reportable as taxable income to the students on IRS Form 1099-MISC unless it 

has been determined that a student meets the definition of a charitable class.  

In order to be considered a charitable class, specific criteria for awarding the wrap-around 

service must be established and documentation maintained to support the classification.  The 

College defines charitable class as those qualifying for free and reduced lunch (185% of poverty 

level or as otherwise determined by the Indiana Department of Education).  For students who 

have a completed FAFSA on file and meet this definition, the FAFSA may be used as the 

supporting documentation. For students without a FAFSA on file, the student’s most recent tax 
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return and any additional documentation should be submitted as documentation to support the 

student meets the College’s definition of charitable class.  

Examples of payments that are not reportable would include: 

 Bus transportation available to all students 

 Gifts donated by a third party (such as vendor) directly to student  

 

Payments and other items not considered wrap-around or supportive services may be considered 

a gift, prize, or award. 

Prize or award to students and other non-employees 

College departments and recognized student organizations may conduct drawings or other games 

of chance to encourage attendance and participation in events. Prior to the drawing or game of 

chance, the College’s General Counsel’s office should be contacted to ensure the event and prize 

are in compliance with the regulations established by the Indiana Gaming Commission. 

Indiana state law requires entities that conduct charity gaming and raffles to acquire a gaming 

license.  Indiana Code 4-32-2-26 defines a raffle as “the selling of tickets or chances to win a 

prize awarded through a random drawing.”  Raffles, bingo, poker, and other similar games are 

prohibited by the College unless determined by the College’s General Counsel to be approved. 

The value of the prize awarded through a drawing, contest or giveaway are considered taxable 

income to the recipient and may be reported to the federal and state revenue agencies as 

appropriate.  Tangible items, such as t-shirts or plaques, are considered de minimis by IRS 

regulation and are not required to be reported as taxable income to the recipient. Ivy Tech 

defines de minimis as items with a value under $100; items with a value exceeding $100 are 

never considered de minimis. Cash or cash equivalents, such as gift cards, no matter the value, 

are never excludable and always reported.  

Questions regarding whether an item meets the definition of de minimis or reporting of specific 

items should be directed to the Assistant Vice President, Accounting and Financial Reporting in 

Systems Office Business Affairs.  

Campus and Systems Office staff providing gifts, awards, or prizes should complete the Gift, 

Prize, or Award Acknowledgement Form and return to Systems Office Business Affairs within 

30 days of distribution.  Payments to non-employees totaling $600 or more in a calendar year 

will be reported on Form 1099-MISC. 
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Prizes given by third parties directly to individuals are not reportable by the College. 

VI. Gifts, Awards, or Prizes to Employees 

Awards or gifts to employees, except for length of service, are taxable and must be reported to 

Payroll for inclusion on the W-2 form.  Awards to employees for length of service are not 

taxable if received after a minimum of five years, during a presentation, not cash or cash 

equivalent and no other awards were received in the most recent five years.  In order to ensure 

compliance with the IRS’s qualified plan award regulations, the average cost of all length of 

service awards given by the College during the tax year must be $1,600 or less. Cash and cash 

equivalents are never considered de minimis and should not be purchased for use as a gift, prize, 

or an award to an employee. Exceptions to allow the use of cash equivalents, including gift 

cards, as gifts, prizes or awards, must be approved by the campus Executive Director of Finance 

or Administration.   Tangible gifts in excess of $100 for employees and not meeting the above 

stated definition of a service award are taxable and should be reported to Payroll for inclusion on 

the employee’s W-2.  Note, this applies when the award or gift is purchased by the College and 

does not include gifts paid by individuals personally without reimbursement from the College. 

VII. Unrelated Business Income Tax 

Ivy Tech is allowed an exemption from federal income taxes due to its classification as an 

instrumentality of the State of Indiana.  Income earned from engaging in activities that further 

the College’s mission and purpose is exempt from federal income taxation as this is related to 

College’s reason for the exemption.  Ivy Tech is not exempt from federal income taxation on 

activities that are regularly carried out and not substantially related to the exempt purpose of the 

College regardless of whether the income is used to support or carry out the charitable, 

educational, or other functions or operations that constitute the bases for the exempt status.  

The IRS considers an activity to be an unrelated business if it meets all of the following criteria: 

 The activity is a trade or business carried on with the intention of making a profit 

regardless of whether a profit is made   

  The activity is regularly conducted 

 The activity is not substantially related to the exempt purpose of the organization. 

Annually, the College must complete an Exempt Organization Business Income Tax Return 

(Form 990-T).   The Executive Director of Finance/Administration for each campus should 
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submit the Unrelated Business Income Tax (UBIT) Questionnaire to the Assistant Vice 

President, Accounting & Financial Reporting annually. 

There are certain exclusions from the above general rule.  Income from an activity that would 

normally be deemed unrelated and therefore subject to tax, is nontaxable where it meets one of 

the following exceptions: 

(1) Volunteer workforce.  Substantially all the work in carrying out the trade or business 

activity is performed for the College without compensation.  The College defines 

substantially all as 85%. 

(2) Convenience of members.  The business is carried on primarily for the convenience of 

the College’s students, employees or officers. 

(3) Sales of donated merchandise.  The selling of merchandise, substantially all of which 

was received as gifts or contributions to the College. 

(4) It results from passive rental activities. 

Systems Office Business Affairs ensures timely filing of College Federal, State, and Local 

income, excise and sales tax returns and payments. Annually, Systems Office Business Affairs 

files the Form 990-T, the exempt organization Business Income Tax Return. 

VIII. Form 1098-C, Contributions of Motor Vehicles, Boats, and Airplanes 

Form 1098-C must be completed for donations of a motor vehicle, boat or airplane with a value 

of $500 or more. The Gift-in-Kind (Donated Equipment and Supplies) Form and the Supplement 

to Donated Equipment and Supplies Form must be completed for each qualified vehicle. A 

qualified vehicle is defined by the IRS as any motor vehicle manufactured primarily for use on 

public streets, roads, and highways, a boat or an airplane. 

Contributions from nonprofit/governmental units are analyzed on a case-by-case basis to 

determine if Form 1098-C or a donor acknowledgment should be sent. 

The campus Development Office in collaboration with the campus Finance Office is responsible 

for preparing the Gift-in-Kind Form (Donated Equipment and Supplies) Form and the 

Supplement to Donated Equipment and Supplies Form. Copies of the forms should be sent to 

Systems Office Business Affairs no later than one week following the contribution or the sale of 

the qualified vehicle. Systems Office Business Affairs will prepare form 1098-C to send to the 

donor, if applicable, and will complete the required submission to the Internal Revenue Service 

by the March 15th deadline. 
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IX. Sales & Use Tax 

Sales Tax on College Purchases 

Ivy Tech is an instrumentality of the State of Indiana, and therefore, is not subject to sales or use 

tax on purchases used primarily to carry out the College’s governmental functions.  In order to 

be eligible for the sales tax exemption, the goods or services must be invoiced to the College and 

directly paid for via College funds, and the purchase must be for an official College function and 

not a proprietary activity. This includes purchases made through the College’s purchasing card 

program.  College purchasing cardholders and those purchasing through Ivy Markets must 

indicate the College’s institutional tax-exempt status at the time of purchase. If sales tax is 

charged on an invoice to the College or through the purchasing card, it is the requisitioner or 

cardholder’s responsibility to resolve. 

Depending on the purpose, meals may or may not be exempt from sales tax. In the case of meals, 

the College’s position is to pay sales tax even if they are invoiced to and directly paid by the 

College.  

Depending upon the purpose, lodging for stays less than 30 days and meeting rooms may or may 

not be exempt from sales and innkeepers’ tax.  Due to the need to make a determination on a 

case by case basis regarding whether the stay would qualify as tax exempt, the College’s position 

is to pay sales and innkeepers’ tax on lodging and hotel rooms rent for less than 30 days.  If the 

amount of the invoice will exceed $5,000, details of the event, including attendees and purpose, 

should be sent to Systems Office Business Affairs; Systems Office Business Affairs will review 

to determine if an exemption may be able to be claimed. 

When purchasing goods or services, for a valid exempt function of the College, a completed 

sales tax exemption certificate, State of Indiana Form ST-105, should be presented to the 

vendor.  For vehicle or watercraft purchases, State of Indiana Form ST-108E, should be 

presented. Signed Indiana sales tax exemption certificates are available by contacting Systems 

Office Business Affairs. Sellers may refuse to accept the certificate if the following criteria are 

not met: 

• Purchase must be paid using College funds 

• Must be billed directly to and paid by the College (not an employee of the College and 

subsequently reimbursed)  

• Purchase must be for a valid exempt function of the College. 
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Sales tax laws differ by state. If purchases are being shipped to Indiana or services rendered in 

Indiana, vendors should accept the Indiana exemption certificate.  In the event that a request for 

sales tax exemption certification for a different state should be completed, requests should be 

sent to the Assistant Vice President, Accounting & Financial Reporting.  

Sales Tax and Food and Beverage Tax on College Sales 

Ivy Tech must collect and remit Indiana State Gross Retail Sales Tax from purchasers on sales of 

goods and tangible personal property, including Inclusive Access materials, unless an exemption 

exists, or unless the purchaser presents a valid exemption certificate. 

Additionally, the College is required to pay Food & Beverage tax at the rates specified by towns 

and counties through the Indiana Department of Revenue. 

  

The Cash Management department within Systems Office Business Affairs calculates sales tax 

and food and beverage tax on a monthly basis, and submits payment to the State of Indiana. 

Sales tax is calculated at the Indiana state sales tax rate less a collection allowance of all 

accounts that indicate “taxable” in their titles.  Food and beverage tax is calculated according to 

the county food and beverage tax rates published by the Indiana Department of 

Revenue.  Therefore, all taxable revenue should be recorded to an account that uses “tax” or 

“taxable” in its title. Examples include the following account codes: 1071, 1602, 1605, 1606, 

1610, 1710, 1720, 1721, 1726, 1736, 1807, 1831, and 1888.  Additionally, all taxable revenue 

should have a corresponding entry for sales tax collected posted to account code L008 or L009 

for food & beverage tax for the same fund in which the taxable revenue was posted. 

X. Excise Tax on Executive Compensation 

In accordance with the Tax Cuts and Jobs Act, the College is subject to a 21% excise tax on 

excess remuneration (compensation in excess of $1 million) paid to a covered employee and 

excess parachute payments (severance payments three times or more of the individual’s average 

salary for the prior five years).  Systems Office Business Affairs maintains the list of the 

College’s five highest paid employees annually to ensure compensation does not exceed $ 1 

million. The list of top five highest paid employees is to be kept each year, once an employee is 

on the list, they do not drop off even if they are not one of the top five highest paid for the 

current year under consideration.  Severance packages exceeding three times the employee’s 
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average salary must be reported to Systems Office Business Affairs by the campus Finance 

department and/or the College’s General Counsel. Any individuals receiving more than three 

times the average base compensation for the prior five years will be reviewed to determine 

whether the excise tax is due. Any excise tax due will be paid by November 15 of each year 

when Form 4720 is due (Form 4720 is only required to be filed in years when an excise tax is 

due). 

The IRS released Notice 2019-09 which is currently the only guidance available related to the 

excise tax on excess compensation. The College will continue to monitor any guidance and 

revise procedures to ensure compliance. 

XI. Property Taxes 

Properties owned by Ivy Tech are exempt from Indiana property tax. In accordance with 

guidelines from the Indiana Department of Local Government Finance provided to the College 

of January 19, 2010, each parcel of real estate owned by the College should be listed with the 

610 (Exempt Property Owned by the State of Indiana) classification code. 

Landlords who rent property to the College for its exempt purpose can qualify for an exemption 

from property tax. The owner of the property must file two copies of Form 136 with the assessor 

of the county in which the property is located.  The application must be filed annually or before 

April 1 of the assessment year and re-filed every even year. 

Personal property is exempt if it is owned and used in such a manner that it would be exempt if it 

were a building. As such, personal property located in the exempt properties that is used to serve 

Ivy Tech’s exempt function would also likely qualify for personal property tax exemption. The 

application for exemption from personal property tax must be filed with the County Assessor. 
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