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amount shown on Form(s) 1042-S, Foreign Person's U.S. 
Source Income Subject to Withholding, box 2. See the In-
structions for Form 1040NR for more information.
Form 1040NR-EZ. If you file Form 1040NR-EZ, report 
the taxable amount on line 5. Generally, you must report 
the amount shown on Form(s) 1042-S, box 2. See the In-
structions for Form 1040NR-EZ for more information.

Other Types of
Educational Assistance
The following discussions deal with other common types 
of educational assistance.

Fulbright Grants
A Fulbright grant is generally treated as a scholarship or 
fellowship grant in figuring how much of the grant is tax 
free.

Pell Grants and Other Title IV 
Need-Based Education Grants
These need-based grants are treated as scholarships for 
purposes of determining their tax treatment. They are tax 
free to the extent used for qualified education expenses 
during the period for which a grant is awarded.

Payment to Service Academy Cadets
An appointment to a United States military academy isn't a 
scholarship or fellowship grant. Payment you receive as a 
cadet or midshipman at an armed services academy is 
pay for personal services and will be reported to you on 
Form W-2, box 1. Include this pay in your income in the 
year you receive it.

Veterans' Benefits
Payments you receive for education, training, or subsis-
tence under any law administered by the Department of 
Veterans Affairs (VA) are tax free. Don't include these 
payments as income on your federal tax return.

If you qualify for one or more of the education tax bene-
fits discussed in chapters 2 through 12, you may have to 
reduce the amount of education expenses qualifying for a 
specific tax benefit by part or all of your VA payments. 
This applies only to the part of your VA payments that is 
required to be used for education expenses.

You may want to visit the Veterans Administration web-
site at www.gibill.va.gov for specific information about the 
various VA benefits for education.

Example. You have returned to college and are re-
ceiving two education benefits under the latest GI Bill: (1) 
a $1,534 monthly basic housing allowance (BHA) that is 
directly deposited to your checking account, and (2) 
$3,840 paid directly to your college for tuition. Neither of 
these benefits is taxable and you don't report them on 

Taxable Scholarship and
Fellowship Grant Income

Worksheet 1-1.
Keep for Your Records

1. Enter the total amount of any scholarship or fellowship grant for 2018. See Amount of 
scholarship or fellowship grant, earlier. 1.  

• If you are a degree candidate at an eligible educational institution, go to line 2.
• If you aren't a degree candidate at an eligible educational institution, stop here. The 

entire amount is taxable. For information on how to report this amount on your tax return, 
see Reporting Scholarships and Fellowship Grants, earlier.

2. Enter the amount from line 1 that was for teaching, research, or any other services required 
as a condition for receiving the scholarship. Don't include amounts received for these items 
under the National Health Service Corps Scholarship Program, the Armed Forces Health 
Professions Scholarship and Financial Assistance Program, or a comprehensive student 
work-learning-service program (as defined in section 448(e) of the Higher Education Act of 
1965) operated by a work college (as defined in that section). . . . . . . . . . . . . . . . . . . . . . . . . . 2.  

3. Subtract line 2 from line 1 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 3.  
4. Enter the amount from line 3 that your scholarship or fellowship grant required you to use for 

other than qualified education expenses . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 4.  
5. Subtract line 4 from line 3 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 5.  
6. Enter the amount of your qualified education expenses . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 6.  
7. Enter the smaller of line 5 or line 6. This amount is the most you can exclude from your gross 

income (the tax-free part of the scholarship or fellowship grant) . . . . . . . . . . . . . . . . . . . . . . . . 7.  
8. Subtract line 7 from line 5 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 8.  
9. Taxable part. Add lines 2, 4, and 8. See Reporting Scholarships and Fellowship Grants, 

earlier, for how to report this amount on your tax return . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 9.  
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