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FSLG ACCOMPLISHMENTS IN FISCAL YEAR 2012 AND PLANS 

FOR FISCAL YEAR 2013 
 

 
FY 2012 was as busy and demanding a year for Federal, State and Local 
Governments (FSLG) as it was for most of the government entity sector.   
Budget constraints continue to test federal agencies and state and local 
government entities alike.  FSLG remains committed to providing quality service 
and, like most government entities, we continue to look at new and alternative 
means to get the job done.    
 
In FY 2012, we ramped up our outreach efforts to focus more on innovative ways 
of delivering information to you to help you comply with your tax responsibilities. 
We achieved this by leaning heavily on less costly types of presentations, such 
as, webinars and phone forums, and less on face-to-face outreach. Both saved 
precious travel dollars for your organization and ours and increased the number 
of participants. This effort included two informative webinars and two nation-wide 
phone forums, dealing with topics from Section 218 (from the SSA’s code) 
complex transactions to worker classification issues.  Each of these events was 
well attended and received.  You can view the recorded events at www.tax.gov.   
 
In FY 2012, we examined over 2,600 tax returns.  Issues addressed included 
worker reclassification, employment taxes on fringe benefits, settlement 
payments, various international taxes, and information return reporting.  In 
addition to examinations, FSLG conducted 840 compliance checks. Compliance 
checks continue to play an important enforcement role for FSLG.  A compliance 
check does not examine returns or assess tax, but assesses the level of taxpayer 
compliance. Typically, a compliance check includes filing compliance related to 
Forms 941, 944, 945, W-2, and the 1099 series. 
 
We were very happy to hear of your satisfaction with the examination process.    
Customer satisfaction surveys are sent to all government entities that were 
examined. While no one likes to be examined, a vast majority of our customers 
have consistently indicated overall satisfaction with the examination experience.  
This year the overall satisfaction rating increased from 72% to 75%. At the same 
time, overall dissatisfaction dropped from 8% to 6%.  FSLG continues to 
incorporate your suggestions into the examination process and will continue to 
make the examination experience as positive as possible.      
 
In FY2013, FSLG will continue to maintain an effective balance between 
traditional compliance work and educational activities.   
 
FSLG’s FY 2013 outreach program will include teleconferences, webinars, and 
phone forums; and will target larger events to make the most efficient use of 
resources.  FSLG will continue to conduct outreach with various stakeholder 

http://www.tax.gov/


groups which will focus on the Service-wide implementation of the Affordable 
Care Act (ACA) provisions, international tax compliance, and traditional 
employment tax and information reporting issues. 
 
FSLG continues its partnership with the National Conference of State Social 
Security Administrators (NCSSSA) and the Social Security Administration to 
assess Section 218 Agreement coverage in each state and to address this issue 
using a unified approach.  FSLG is working cooperatively with these 
organizations to assess the Section 218 framework of each state to identify 
commonalities, differences and problem areas in an effort to improve our 
outreach and service delivery.  In addition, it continues to collaborate with SSA in 
addressing important legal questions and identifying opportunities for 
improvement related to Section 218 compliance.   
 
In FY 2013, FSLG expects a reduction in compliance checks and examinations 
due to reduced staffing and modifications to the types of examinations 
conducted.  FSLG will devote significant resources to complete examinations 
selected for the Service wide Employment Tax National Research Program (ET-
NRP).  ET-NRP is an examination project designed to develop data to identify 
and quantify the tax gap related to employment taxes. It will increase the number 
of examinations with potential international tax issues, the number of large entity 
examinations, and will continue to conduct examinations in all market segments.  
FSLG expects to address a greater volume of claims for refund primarily related 
to Section 218 Agreement coverage issues. FSLG will use “soft letter” campaigns 
when warranted to address small, targeted non-compliance issues and 
encourage self-correction.  FSLG will continue to support the Service-wide 
Voluntary Classification Settlement Program. 
 

 
COMPLETING FORM 1098-T, TUITION STATEMENT 

 
 
Eligible educational institutions, including government-affiliated schools, colleges 
and universities, must use Form 1098-T, Tuition Statement, to report to each 
student the amount of payments received for qualified tuition and related 
expenses. The institution may, alternatively, report on the Form 1098-T the total 
amount billed to the student for the calendar year for qualified tuition and related 
expenses. The Form 1098-T is also used by eligible educational institutions to 
report adjustments and changes to the amounts reported to the student for the 
prior calendar year. 
 
Insurers engaged in the trade or business of making refunds or reimbursements 
of qualified tuition and related expenses are also required to file Forms 1098-T. 
 
 
 



 
Background 
 
The American Opportunity Credit allows individuals to claim an income tax credit 
for amounts paid for qualified educational expenses for eligible students. (This 
credit replaces the Hope credit for years after 2008.) The credit may be claimed 
for a student for up to four years of postsecondary enrollment (including years 
when the Hope credit was claimed). The credit may be claimed by the person 
paying the expenses for himself or herself, a dependent child, or a spouse.  
Reporting these amounts correctly is necessary to allow individuals to report the 
amounts received on their individual returns to properly claim the American 
Opportunity Tax Credit, Hope Scholarship Credit, or Lifetime Learning Credit on 
Form 1040. 
 
In order for recipients to use the correct amount to determine the credit, it is 
important that the payer correctly indicate the amount shown in box 1 of Form 
1098-T. If the educational institution chooses to report amounts billed, the 
amount shown in box 2 may, depending on what amounts the student actually 
paid in the calendar year, be the correct sum to use on Form 1040 in claiming an 
educational tax credit. See the discussion of boxes 1 and 2 below.   
 
Exceptions 
 
The college or university does not have to file Form 1098-T or furnish a 
statement 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 
• Students for whom you do not maintain a separate financial account and 

whose qualified tuition and related expenses are covered by a formal 
third-party billing arrangement 

 
Qualified tuition and related expenses reportable on Form 1098-T include tuition, 
fees, and course materials required for a student to be enrolled at or attend an 
eligible educational institution. 
 
Qualified tuition does not include amounts paid for: 
 

• Sports, games, or hobbies, unless part of a degree program or to acquire 
or improve job skills 

• Room and board, insurance, medical expenses, transportation 
• Personal, living, or family expenses 

 



 
Reporting Amounts Billed or Paid 
 
The educational institution will report an amount in box 1 or box 2 of Form 1098-
T, depending on which reporting method is used.  

Box 1 - (Payments Received for Qualified Tuition and Related Expenses). If 
you use this method, you report the amount of payments actually received 
from the student for qualified expenses during the calendar year. The amount 
should be reduced by any reimbursements, credits or refunds paid to the 
student that reduced the amount of tuition and expenses paid; 

 or 

Box 2 - (Amounts Billed for Qualified Tuition and Related Expenses) If you 
choose this method, the amount billed should be shown in box 2, less any 
related reduction in charges. 

If the college or university chooses to report the total amounts billed to the 
student for qualified tuition and related expenses in box 2, there could be a 
situation when the amount listed in such box is not the correct sum for purposes 
of proving the student’s eligibility for an educational credit on Form 1040. An 
amount could be billed to the student during the calendar year for tuition and 
expenses but be paid by the student in the following taxable year. In this 
instance, the student should maintain copies of cancelled checks, credit card 
statements or receipts from the college or university attended to show the 
amounts paid for tuition and related expenses in the calendar year.  
 
In either instance, the amount to be reported is net of any adjustments for credits, 
scholarships, tuition reductions, grants, etc. DO NOT report the gross amount of 
the cost of tuition on Form 1098-T. It does not matter whether a student is on a 
scholarship or receiving another subsidy. Form 1098-T box 1 must show the 
amount actually paid by the student during the calendar year, in order to 
determine the correct amount to use as a deduction or credit on an individual tax 
return. 
 
Failure to issue or furnish a Form 1098-T can result in penalty assessment. See 
the General Instructions for Forms 1099 for more information. General 
Instructions for Certain Information Returns.  
 
For more information, about selecting and changing a reporting method, see the 
Instructions for Forms 1098-E and 1098-T.  
  

 
 
 

http://www.irs.gov/pub/irs-pdf/i1099gi_11.pdf
http://www.irs.gov/pub/irs-pdf/i1099gi_11.pdf
http://www.irs.gov/pub/irs-pdf/i1098et.pdf


 
FORM 8300 REQUIREMENTS FOR GOVERNMENT ENTITIES 

 
 
Clerks of federal or state courts who receive more than $10,000 in cash as bail 
for an individual charged with certain state or federal crimes involving a 
controlled substance, racketeering, or money laundering must file, for each 
transaction, Form 8300, Report of Cash Payments Over $10,000 Received in a 
Trade or Business, within 15 days to the IRS. These clerks must furnish a copy 
of the filed Form 8300 or a written statement with the same information to the 
U.S. Attorney for the jurisdiction(s) in which the individual resides and in which 
the crime occurred. A clerk is the clerk’s office or the office, department, division, 
branch, or unit of the court that is authorized to receive the bail. 
 
Cash, for this purpose, consists of coins and currency of the United States or a 
foreign country. Cash could also include cashier’s checks, bank drafts, traveler’s 
checks or money orders with a face value of $10,000 or less. Cash does not 
include personal checks drawn on the payer’s own account, regardless of the 
amount. It also does not include cashier’s checks, bank drafts, traveler’s checks, 
or money orders with a face value of $10,000 or more; these items would have 
been reported by the financial institution that issued them.   
 
Generally, you must file Form 8300 if you receive more than $10,000 in cash 
from one individual as a result of one transaction. If multiple cash payments are 
made to satisfy bail and the initial payment does not exceed $10,000, all bail 
payments for the same individual charged with the applicable offense must be 
aggregated and you must file a Form 8300 when the aggregate bail payments 
exceed $10,000. This does not apply if payments are for separate bail 
requirements. 
 
There are potential civil penalties for failure to file Form 8300 and failure to 
furnish a statement to the individual identified on the Form 8300. The penalty is 
$100 for failure to file and $100 for failure to furnish a statement to the payer.   
  
If required, Form 8300 is due by the 15th day after the cash bail is received. Form 
8300 should be filed by mailing the forms to the IRS at Detroit Computing Center, 
P.O. Box 32621, Detroit, MI 48232. A copy (or comparable statement) should be 
furnished to the U.S. Attorney(s). A statement is also required to be furnished to 
each payer of bail named on the Form 8300 by January 31 of the year following 
the transaction. The statement must include the name and address of the clerk’s 
office, amount of cash that was reported to the IRS, and notification that the cash 
transaction was reported to the IRS and applicable U.S. Attorneys. The clerk’s 
office must retain a copy of the Form 8300 for five years from the date of filing.  
 
It is important to file all required Forms 8300. The information obtained from the 
form is used by the Internal Revenue Service and the Financial Crimes 



Enforcement Network (FinCen) to combat money laundering, which in turn helps 
authorities to stop tax evasion, drug dealing, terrorist financing and other criminal 
activities.    
 
For additional information, see Form 8300, and Publication 1544, Reporting Cash 
Payments of Over $10,000 (Received in a Trade or Business). Information is also 
available at the Financial Crimes Enforcement Network (FinCen) website at 
www.fincen.gov/forms/bsa_forms/.  
 

 
EXCLUSION OF WORK-RELATED DISABILITY BENEFITS 

UNDER IRC SECTION 104 
 

State and local governments that provide work-related disability benefits for their 
employees need to be aware of the criteria for excluding such payments from 
income under section 104 of the Internal Revenue Code, to ensure proper 
reporting on Form 1099-R.  
  
Generally, an individual’s gross income includes all income from whatever source 
derived, including compensation for services. However, Code section 104 and its 
regulations exclude from gross income amounts received by an employee under 
a workmen's compensation act or under a statute in the nature of a workmen's 
compensation act that provides compensation to the employee for personal injury 
or sickness incurred in the course of employment. For payments to be treated as 
being “under a statute in the nature of a workmen’s compensation act,” three 
criteria must be satisfied: 
 
1. The right to the benefit must be established by statute. Any state, county or 
municipal law may be treated as a statute. However, a union contract is not a 
statute. 
 
2. The benefit must be for disability due to personal injuries or sickness incurred 
in the course of employment. If the benefit is available to any disabled employee, 
without regard to whether the disability was incurred on or off the job, it is not in 
the nature of workmen’s compensation and is not excludable. In some 
circumstances, it may be presumed that a particular illness is job related, but the 
presumption must be rebuttable based on evidence. 
 
3. The benefit must not be determined by reference to the employee's age, 
length of service, or prior contributions. If the amount of a benefit is determined 
partly by reference to age, service or prior contributes, and partly independent of 
those factors, the independent part is excludable under section 104, and the 
balance is not. 
 
The following examples illustrate the application of these rules: 

http://core.publish.no.irs.gov/forms/public/pdf/62133g12.pdf
http://core.publish.no.irs.gov/pubs/pdf/12696i12.pdf
http://www.fincen.gov/forms/bsa_forms/


 
Example 1: A state statute provides a retirement benefit for any employee who is 
permanently and completely disabled, in an amount equal to the greater of 1) 
66.6% of the employee’s final compensation, or 2) the employee’s vested 
retirement benefit based on age and years of service. Result: No part of this 
benefit is excludable under section 104, because it is not limited to disability due 
to on-the-job injury or illness. 
 
Example 2:  The facts are the same facts as Example 1, except that the benefit 
is only for disability due to on-the-job injury or illness. Result: The benefit is 
excludable under section 104, up to 66.6% of final compensation. Any benefit in 
excess of 66.6% is determined by reference to the employee’s age and service, 
and therefore includible in gross income under Code section 72. 
 
Example 3: The facts are the same facts as in Example 2, except that the benefit 
is ½ the employee’s final compensation plus the actuarial equivalent of the 
employee’s contributions to the retirement plan. Result: The benefit is excludable 
under section 104, up to ½ the employee’s final compensation. Any amount in 
excess of ½ final compensation is determined with reference to the employee’s 
prior contributions, and is includible in gross income under section 72. 
 
Example 4:  A city ordinance provides that if a police officer or firefighter who 
has been employed by the city for five consecutive years develops tuberculosis, 
it shall be conclusively presumed that the tuberculosis is job related, and the 
employee shall be allowed to retire with a benefit of 100% of final compensation. 
Result:  Because the presumption that the tuberculosis is job related is not 
rebuttable, the benefit would cover non-job related illness and is not in the nature 
of workmen’s compensation. Therefore the benefit is not excludable under 
section 104. 
 
Example 5: The facts are the same facts as in Example 4, except that the 
presumption that the tuberculosis is job related is rebuttable based on evidence, 
and an appropriate authority must find that the illness is job related. Result: The 
benefit is fully excludable under section 104. 
   
Example 6:  The facts are the same as in Example 5, except that the ordinance 
also provides that if and when the disabled retiree dies, the surviving spouse 
shall continue to receive a benefit equal to ½ the benefit payable to the retiree.  
Result: The benefit payable to the surviving spouse is fully excludable under 
section 104. 
 
 
 

PROPOSED REGULATIONS ISSUED ON ADDITIONAL 
MEDICARE TAX 



A new Additional Medicare Tax goes into effect starting in 2013. The 0.9 percent 
Additional Medicare Tax applies to an individual’s wages, Railroad Retirement 
Tax Act compensation, and self-employment income that exceeds a threshold 
amount based on the individual’s filing status.  

The threshold amounts are: 

• $250,000 for married taxpayers who file jointly,  

• $125,000 for married taxpayers who file separately, and  

• $200,000 for all other taxpayers.  

An employer is responsible for withholding the Additional Medicare Tax from 
wages or compensation it pays to an employee in excess of $200,000 in a 
calendar year.  

The IRS and the Treasury Department have issued proposed regulations on the 
Additional Medicare Tax. Comments may be submitted electronically, by mail or 
hand delivered to the IRS.  

For additional information on the Additional Medicare Tax, see our questions 
and answers. 

 

http://apps.irs.gov/app/scripts/exit.jsp?dest=https://s3.amazonaws.com/public-inspection.federalregister.gov/2012-29237.pdf
http://www.irs.gov/Businesses/Small-Businesses-&-Self-Employed/Questions-and-Answers-for-the-Additional-Medicare-Tax
http://www.irs.gov/Businesses/Small-Businesses-&-Self-Employed/Questions-and-Answers-for-the-Additional-Medicare-Tax


 
 

DIRECTORY OF FSLG SPECIALISTS 
 
 
 
Alabama  Deishun Garmon-Robinson (251) 341-5921 

John Givens   (251) 341-5993 
 

Alaska   Gary Petersen   (775) 325-9282  
 

Arizona   Wayne Woods   (602) 636-9124 
 
Arkansas   Jan Germany   (501) 396-5816 
 
California  Ronald Coleman  (619) 744-7169 

Jay Gonzales   (619) 744-7160  
Alice Huang   (626) 312-3610 x5040 
Thomas Mansell  (707) 535-3830 
Lilian Masters   (408) 817-6784 
Nimfa Pegram   (619) 744-7161 
Kathleen Rodegeb  (510) 637-2453 

 
Colorado  Chuck Sandoval  (720) 956-4407 
 
Connecticut  Janice Hinds   (860) 756-4656 
 
Delaware  Hilton Finney   (215) 861-3732 
   Veronica Bell-Green  (215) 861-1197 
    
District of Columbia Christina Chang   (703) 462-5971 
    
Florida    Fernando Echevarria  (954) 423-7406 
   Michael Moore                            (561)-616-2092 
                
Georgia   Angie Sanderlin   (404) 338-8218 
 
Hawaii   Clark Fletcher   (425) 489-4042 
 
Idaho   Chris Casteel   (208) 363-8818 
 
Illinois   Paula Graham   (618) 242-5603 
    
Indiana   Raelane Hoff   (812) 231-6502  
 
Iowa   Paula Graham   (618) 242-5603 
    
Kansas   Gary Decker   (316) 352-7475 
   Allison Jones   (316) 352-7443 
   Dena Jones   (816) 966-2346 
 
Kentucky   Talaka Whitlock   (502) 420-1586 
   Crystal Fitzgerald-Evans (502) 420-1597 
 



Louisiana  Claire Bullock   (318) 683-6311    
   Lynette Thibodaux  (504) 558-3144 
 
Maine   Frank Lungarelli   (603) 527-9325 
 
Maryland  Christina Chang   (703) 462-5971 

Hilton Finney   (215) 861-3732 
    
Massachusetts  John Hart               (603) 433-0732 
   Mary Rogers   (508) 559-4584 
 
Michigan  Lori Hill    (906) 228-7831 
 
Minnesota  Steven Haupt   (651) 726-1488 
   Lori Stieber   (651) 726-1421   
 
Mississippi  John Givens   (251) 341-5993 
 
Missouri  Sharon Boone   (417) 891-1458 
   Dena Jones   (816) 966-2346 
 
Montana  Bruce Gilbert   (307) 672-7425  x 43 
 
Nebraska  Thomas Goman   (402) 233-7368 
   Ryan W Johnson  (402) 233-7412 
 
Nevada   Gary Petersen   (775) 325-9282 
 
New Hampshire  John Hart               (603) 433-0732 
 
New Jersey  Pat Regetz   (908) 301-2119 
   Vincent Urciuoli   (908) 301-2660 
 
New Mexico  Carl Chavez   (505) 837-5610 
   Bob Ching   (505) 424-5984 

Toni Holcomb   (505) 527-6900  x 232 
    
New York  Dave Coulon   (315) 233-7305 
   Jean Redman   (607) 734-1063  x 108 
   Fran Reina   (315) 793-2932 
   Granville Shannon  (212) 719-6537 
 
North Carolina  Jammie Owens   (336) 574-6161 
 
North Dakota   Rhonda Kingsley  (701) 237-8324 
 
Ohio   John Darr   (419) 526-2886 
   Wendy Speelman  (419) 526-2607 
 
Oklahoma  Brenda Hollingsworth  (405) 297-4959 
 
Oregon   Clark Fletcher   (425) 489-4042 
 
Pennsylvania  Hilton Finney   (215) 861-3732 
   Veronica Green Bell  (215) 861-1562 



 
Puerto Rico   Fernando Echevarria  (954) 423-7406 
 
Rhode Island  Mary Rogers   (508) 559-4584 
 
South Carolina  Clifford Brown   (803) 253-3523 
 
South Dakota  Rhonda Kingsley  (701) 237-8324 
 
Tennessee  Wally Reimold   (615) 250-6051 
 
Texas   Robert Jackson   (281) 721-7993 
   Steve O’Brien   (512) 339-5508 
   Michelle Pringle   (214) 413-5448 
   Donna Richard   (512) 499-5033 
   Todd Weidner   (512) 499-5285 
    
Utah   Chris Casteel   (208) 363-8818 
 
US Virgin Islands Clifford Brown                          (803) 253-3523 
 
Vermont  Fran Reina   (315) 793-2932 
   Stephen Polak   (802) 859-1049 
 
Virginia   Christina Chang   (703) 462-5971 
   James Driver   (859) 244-2449 
 
Washington  Clark Fletcher   (425) 489-4042 
 
West Virginia  James Driver   (859) 244-2449    
   Patsy Kerns   (304) 561-3010 
 
Wisconsin  David Rasmussen  (262) 513-3424 
    
Wyoming  Bruce Gilbert   (307) 672-7425 x 43 

 
 


