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Determining Taxable Tuition Reductions.  
See Graduate Assistant Tuition Reduction Procedure  

The benefit is exempt from taxation if the graduate assistant is engaged in teaching &/or researching and is being paid a salary that is equal to or more than the comparable salary for this type of work. If the salary is less than the comparable salary, then the benefit is taxable. The benefit is always taxable if the graduate assistant is working as an administrative assistant or any type of miscellaneous work.

In other words:
[bookmark: _Hlk193964041]A tuition reduction is tax free to a graduate student under the following circumstances:
1)      The tuition reduction does not represent compensation for service, and
2)      The student is engaged in teaching or research 
 
Determination of Taxable Income
1) Graduate Student must be receiving Fair Wage
a) Compare to local economy
i) How does the graduate assistants’ hourly rate compare with wages for the same work in the local private sector?
b) Comparison choices given by IRS (but comparisons are not limited to these)
i) Wages paid by college to students performing same work and not receiving tuition benefits
ii) Wages paid by college to employees who are not students performing same work
iii) Wages paid by other educational organizations to students or employees performing same work
c) Supporting Documents
i) Fair Wage Comparison based on one or more of the above 

2) Graduate Student Assistantship duties must be teaching or research
a) Supporting Documents
i) It is recommended that all assistantships which qualify as teaching or research have:
(1) Teaching or Research as a descriptor in the job title- i.e. Biology Graduate Research Assistantship 
(2) Job description that lists duties which are appropriate for job title.
 
Student Payroll Setup of Taxable Tuition Reductions.
1) Financial Aid must use FA Award Code 10189 to record the taxable tuition reduction.  
2) Student Payroll must use the Taxable Benefit Browse screen (PR0026UI) to list the student employees who have had an Award ID of 10189 (Grad Assist Tuit Waiver-Taxable) applied to their account. 
a) For ITS Documentation on PR0026UI 
3) Use the Taxable Benefit Entry screen (PR0026UG) to set up the distribution time period and amount.
a) For ITS Documentation on PR0026UG
b) Taxable Benefits must be set up to be spread across the pay periods for that period of time which the graduate student is reasonable expected to be employed by a MnSCU institution.  In other words, during the academic term for which the student received the tuition remission.

NOTES:
· The graduate assistant must be receiving paychecks during the term that the tuition reduction is awarded so that the taxable tuition reduction award can be subjected to taxation in Student Payroll.
· If the reduction is distributed into summer session when a graduate student is not enrolled classes, the reduction will be subject to FICA as would any regular wages.  

 

