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Support the Federal Pell Grant Program 
 
For community college students, the Federal Pell Grant program remains by far the most important student 
aid program. Pell Grants assist more than eight million postsecondary students each year, and 
approximately one-third of these students attend community colleges. Pell Grants represent the federal 
government’s commitment to ensuring that qualified students from all income levels are able to afford 
college. 
 
Pell Grants play a more prominent role in community college student financing than in other sectors for 
two primary reasons. First, community college students, on average, have the lowest average incomes, and 
they also pay the lowest average tuitions—$3,347 for a full-time, full-year student in the fall of 2014. This 
means that Pell Grants cover a greater percentage of college expenses for community college students than 
for students attending other types of institutions. Grants help to minimize student borrowing; only 17% of 
all community college students take out a federal loan. 
 
Community college priorities for the program include:  
 

• Provide adequate funding for the Pell Grant program in order to support the maximum award, and 
limit changes to eligibility. 

 
• Reinstate access to a “year-round” Pell Grant to support community college students seeking to 

complete their degrees in a timely manner. 
 

• Fully reinstate federal aid eligibility for all ‘ability-to-benefit’ students at the maximum award level. 
 

• Raise the full-time semester limit to at least 14 semesters, since many current and former 
community college students require additional time to complete their degrees. 

 
The Pell Grant program was on solid ground for FY 2015, and received an inflationary increase that brings 
the maximum award to $5,775 for award year 2015-16. This increase of $45 over the 2014-15 award year 
is largely determined by the cost of living increase formula set by the Health Care and Education 
Reconciliation Act of 2010.  
 
Additionally, within the FY 2015 funding bill, Congress partially reinstated access to federal financial aid, 
including Pell Grants and the Direct Loan program, for qualified “ability-to-benefit” (ATB) students who 
lack a high school diploma. In order to qualify, students would need to be enrolled in career pathway 
programs and prove their ability to benefit from higher education by either passing an exam, or successfully 
completing 6 credit hours. The reinstatement of ATB eligibility went into effect immediately, however the 
Pell Grant maximum award will differ based on students’ enrollment dates:  
 

• Prior to July 1, 2015: ATB students who enter a career pathways program now are grandfathered in 
for full maximum Pell Grant eligibility (currently $5,730) as long as they’re enrolled. 
 

• After July 1, 2015: ATB students enroll will only be eligible up to the maximum “discretionary base 
award” for the Pell Grant program, which is currently $4,860.  
 

The differential in award levels was designed to minimize federal expenditures, and will add some financial 
aid complexity for future ATB students and financial aid officers. While this partial reinstatement is a 
victory for community colleges and students, AACC and ACCT endorse a full reinstatement of federal aid 
eligibility for all ATB students at the maximum award level. 
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In order to generate savings for the Pell Grant program, in FY 2012 Congress reduced the number of full-
time semesters for which a student may receive Pell from 18 to 12. AACC and ACCT recommend that 
Congress raise the limit to at least 14 semesters since many current and former community college students 
require additional time to complete their degrees. Additionally, reinstatement of a “year-round” Pell Grant 
would greatly benefit community college students seeking to complete their degrees in a timely manner. 
 
The fiscal state of the Pell Grant program for FY 2016 will become clearer in March when the 
Congressional Budget Office releases new baseline numbers. There will likely be a surplus for the coming 
fiscal year. However, starting in FY 2017 the program is expected to experience significant shortfalls, now 
projected by the Department of Education (ED) at $29 billion over the next 10 years. With a multi-billion 
dollar Pell shortfall in FY 2017 and beyond, Congress will have to infuse additional funding into the 
program or look for potential savings through changes to eligibility or award levels. 
 
 
Support Federal Funding for Community Colleges and Students 
 
With the release of the President’s budget on February 2nd, focus now shifts to Congress as they develop a 
fiscal year (FY) 2016 budget proposal and funding bills. Sequestration remains a restrictive force in that 
effort, and the House and Senate majority will have the power to decide whether or not to revise or repeal 
existing caps.  
 
Compared to FY 2015, overall funding caps for FY 2016 sees a small uptick in both the defense and non-
defense discretionary categories. These levels were set as part of the 2011 Budget Control Act. While the 
year-to-year funding is not experiencing a reduction, the current levels are significantly lower than they 
were before the 2011 Budget Control Act pre-sequester caps. Specifically, the FY 2016 cap for non-defense 
discretionary spending is $37 billion lower than it was before the semester cap. For the non-defense 
discretionary category the FY 2016 cap represents a reduction of $37 billion from the pre-sequester cap.  
 
Despite an overall budget cap that is similar to last year’s, the ever-important Labor, HHS and Education 
appropriations subcommittee anticipates having up to several billion less to work with than last year for 
various reasons, so if there is no relief from the sequester caps, important programs may face spending cuts. 
Changes to this scenario would require Congress to repeal or replace the sequester, and community college 
advocates should stress this point.  
 
FY 2015 Appropriations Overview 
 
In December, Congress passed a bill to fund most of the government though the remainder of the fiscal 
year ending September 30, 2015. The funding bill includes an automatic $45 inflationary increase for the 
Pell Grant maximum award, raising the level to $5,775 for the 2015-16 academic year—a smaller increase 
than previously projected because inflation was very low last year. Additionally, the bill includes a partial 
reinstatement of Pell Grant and other federal student aid eligibility for “ability-to-benefit” students. 
However, the bill dipped into the Pell Grant surplus, cutting discretionary funding for the program by $303 
million. While it is not directly designated as an offset, $219 million was shifted to fund student loan 
servicing—in part to replace mandatory funds that were previously eliminated in an earlier budget 
agreement. 
 
Several priority programs for community colleges saw small- to- moderate increases under the funding bill. 
State grants under the Workforce Innovation and Opportunity Act (WIOA) were increased by $36 million, 
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and Federal Work Study saw a $15 million increase. TRIO received and additional $1.5 million. Adult 
Basic Education state grants received a $5 million increase, and programs supporting Minority Serving 
Institutions all received funding increases. 
 
The bill also included a 'fix' for institutions using Title III or V grant funds for the purpose of increasing or 
establishing endowments. The funding bill provision overturns a recent move by the Department to prohibit 
institutions from funding scholarships under the Endowment Challenge Grant program. Currently, many 
institutions receiving grants under the Title III (A) Strengthening Institutions program, as well as Minority 
Serving Institutions use funds authorized under the Endowment Challenge Grant program to support 
student scholarships. ACCT, AACC, and other associations requested legislative language to once again 
allow endowment funds to support scholarships, and the committee included that request in the FY 2015 
bill. 
 
FY 2016 Appropriations Priorities 
 
Recognizing the current budgetary limitations, community colleges support the following priorities for FY 
2016.  
 

• Federal Student Aid:  Community colleges and their students recognize the importance of the 
federal student financial aid programs to expand access to postsecondary education and increase 
college completion. Community college students utilize the Supplemental Educational Opportunity 
Grants (SEOG) and Federal Work Study. Gaining Early Awareness and Readiness for 
Undergraduate Programs (GEAR UP) and the TRIO programs also help low-income, first-
generation college students prepare for, enroll in, and graduate from college. Congress must at least 
maintain current FY 2015 levels of funding for SEOG, Federal Work Study, TRIO, and GEAR UP. 
In addition, funding for the Pell Grant program at minimum must support the maximum award, 
without limiting eligibility. 

 
• Career and Technical Education and Adult Education:  The Carl D. Perkins Career and Technical 

Education Act provides federal support for career and technical education (CTE) programs by 
authorizing funds for postsecondary institutions, states, and local school districts. Perkins CTE 
programs are one of the largest federal sources of institutional support for community colleges, 
helping them to improve all aspects of cutting-edge career and technical education programs. 

 
The Perkins Act gives postsecondary institutions the flexibility to identify local priorities and use 
the Basic State Grants to fund innovation in occupational education programs. Community colleges 
use funds for a variety of purposes, including: training first responders and public-safety officers; 
helping students meet challenging academic, vocational, and technical standards; improving 
curricula; purchasing equipment; integrating vocational and academic instruction; and fostering 
links between colleges and industry. AACC and ACCT support at least reinstating funding for the 
Perkins CTE program at pre-sequester (FY 2012) levels, which would mean an increase of $3.2 
million from current levels in FY 2015. 

 
Community colleges enroll millions of adults each year in Adult Basic Education and support 
investments in this important program to enable those Americans who lack a high school diploma to 
prepare for and complete the coursework necessary for college readiness. A 2013 survey by 
Organisation for Economic Co-operation and Development’s (OECD) found that a large portion of 
U.S. adults lack basic skills in numeracy and literacy. Given these findings, and the significant skills 
gap that exists nationally, Congress should prioritize funding for Adult Basic Education and 
Literacy. In 2013, Congress cut funding for this program. In FY 2015, Congress reinstated some of 
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these cuts, yet the program remains well below FY 2012 levels. Hence, Congress should reinstate 
the $26 million cut from Adult Basic and Literacy Education state grants for FY 2016.  

 
• Institutional Aid:  In addition to student financial aid, there is a tremendous need for continued 

investments in direct institutional aid to those colleges that serve a disproportionate number of 
minority, low-income, and first-generation college students. Title III and Title V of the Higher 
Education Act provide grant funds under the Strengthening Institutions Program (Title III-A), the 
Strengthening Historically Black Colleges and Universities (HBCUs) Program, the Strengthening 
Predominantly Black Institutions (PBIs) Program, the Developing Hispanic-Serving Institutions 
Program (Title V), and other programs directed at those institutions serving other specific 
populations. Congress must at least maintain current levels of funding for institutional aid programs 
for FY 2016. 

 
• Workforce Development:  Narrowing the current skills gap is an essential part of our nation’s 

ability to compete globally. Congress recognized the need to renew our federal workforce programs 
in 2014 with the reauthorization of the Workforce Investment Act. The reauthorization bill, known 
as the Workforce Innovation and Opportunity Act (WIOA) received strong bipartisan support, while 
updating and streamlining current law. Following the passage of WIOA, Congress reversed a 
pattern of declining funding support for workforce programs in its FY 2015 appropriations bill. 
While this increase is a positive sign, funding still remains far below FY 2010 levels. Continued 
funding for workforce programs is a priority for community colleges in order to maintain access and 
programs for training workers. We encourage Congress to continue the upward trend of restoring 
funding for workforce programs in FY 2016. 

 
• National Science Foundation:  Another priority program for community colleges is the National 

Science Foundation’s Advanced Technological Education (ATE) program. The ATE program 
serves as the primary source of federal support for technical education, an often-overlooked but 
crucial aspect of the STEM workforce. The ATE program provides students with the core 
knowledge and skills required by the industries of our present and future economy, such as 
biotechnology, alternative energy, and nanotechnology. The program is equally prized by the large 
number of business partners that work with ATE grantees and employ their graduates, and we 
request that Congress at least maintain current levels of funding for FY 2016. 

 
 
 
Reauthorizing the Higher Education Act  
  
Without question, the most important legislation for community colleges is the Higher Education Act 
(HEA). Without the national investments in postsecondary access, success, and institutional aid made 
through this historic law, community colleges would look very different today and would no doubt be 
serving fewer students. The original HEA of 1965, along with its subsequent revisions, governs a diverse 
array of programs, including the Pell Grant, Direct Loans, Federal Work Study, TRIO, GEAR UP, Title III, 
Title V, and international education programs. As state funding resources have dwindled, federal aid 
programs have come to play an even larger role in college financing.  Approximately 36% of all 
community college revenues come through net tuition, according to the College Board. 
  
The HEA must be periodically reauthorized, or extended, by Congress. It was last reauthorized in 
2008.  The current authorization formally expired late last year, but a provision in another education law 
automatically gives a one year extension.  



5 
 

  
 In the new Congress, the timetable for reauthorization has not been firmly established. The reauthorization 
of the Elementary and Secondary Education Act is expected to preoccupy the House and Senate education 
committees in the first part of 2015. However, HEA policy development will no doubt continue, building 
upon the considerable work done in the 113th Congress. Both House and Senate committee leaders have 
indicated that they hope to have HEA legislation drafted by the late spring or shortly thereafter. The nature 
of the legislation, both in terms of policy and politics, will make it challenging to complete reauthorization 
in the current Congress, but it is certainly possible. 
 
The Financial Aid Simplification and Transparency (FAST) Act—a piece of significant HEA legislation—
has already been introduced to the 114th Congress.  The lead sponsors are Senator Lamar Alexander (R-TN) 
and Senator Michael Bennet (D-CO).  The legislation would dramatically reduce the information required 
to apply for federal student aid programs; streamline the federal student aid programs by creating a single 
grant program (Pell Grant) and a single loan program; use earlier income data (“prior-prior year” income) 
obtainable from the IRS to determine eligibility for the Pell Grant, a process that would facilitate 
community college FASFA filing; publish award look-up tables based on family size and income to help 
students and families predict their Pell Grant eligibility in advance of college enrollment; and consolidate 
loan repayment options into two simple plans—an income-based plan and a 10-year repayment plan.  The 
legislation also includes a number of top community college HEA reauthorization priorities supported by 
both AACC and ACCT. These changes include restoring year-round Pell Grant availability; giving 
institutions some discretion to reduce loan maximums for students in programs where graduates tend to 
have lower earnings; and linking loan maximums to enrollment intensity.    
 
  
Community College HEA Reauthorization Priorities 
  
ACCT and AACC submitted comprehensive suggestions for HEA reauthorization in August 2013.  These 
recommendations are broadly based around changes to the Federal Direct Loan and federal grant programs 
to better serve “nontraditional” students, improve available consumer information, simplify the FAFSA and 
loan repayment options, encourage affordable program and transfer options, and reduce federal regulatory 
burden of reporting and compliance. It is also is important for Congress to put into place state maintenance 
of effort provisions to safeguard higher education funding, and to repeal the outdated ban on a federal 
student unit record system, which prevents the tracking of students who successfully transfer from 
community colleges and degrades the value of federal graduation rate data. 
  

• Federal Pell Grant program: Congress must fully reinstate Title IV eligibility for “ability-to-benefit” 
(ATB) students without a high school diploma or GED.  The initial elimination of ATB eligibility 
impacted access to college for approximately 50,000 students each year. In FY 2015, Congress 
passed a partial restoration for qualified ATB students in career pathway programs, and AACC and 
ACCT recommend completing that restoration within HEA reauthorization. It also is extremely 
important that the year-round Pell Grant be reinstated, and the lifetime Pell eligibility should be 
raised from 12 semesters to 14 to accommodate students who go on to enroll in four-year 
institutions or who enroll in developmental education or ESL programs. 

  
• Federal Direct Loan program: Community colleges support efforts to limit unnecessary student 

indebtedness, such as linking Direct Loan limits to a student’s enrollment intensity, lowering 
aggregate caps for those in associate degree or certificate programs, and giving institutions greater 
flexibility to set loan maximums for groups of students based on such factors as course load, 
program of study, or level of academic preparation. Ending the burdensome 150% program period 
limitation on subsidized loans remains a top priority. And, in a related issue, HEA reauthorization 
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can encourage continued community college participation in the federal loan programs by changing 
the unfair calculation of cohort default rates to account for low-cost institutions with low-rates of 
borrowing.  Also, Pell Grant eligibility should not be linked to that for federal loans. 

  
• Data, Reporting and Transparency: the revised HEA must establish accurate measurements of 

institutional and student success, informed in large part by AACC’s Voluntary Framework of 
Accountability (VFA). Emphasis will be placed on tracking students for appropriate lengths of time 
(up to 300% of the “normal time” it takes to complete a program); including transfer students in all 
graduation rate calculations; and incorporating workforce outcomes into information about higher 
education programs.    

 
 
 
Federal Support for Reduced Community College Tuition  
 
President Obama’s America’s College Promise proposal to make community college free for many students 
has generated a truly extraordinary amount of attention, galvanizing a national debate.  At its core, the 
proposal would create a federal-state partnership to eliminate tuition in selected community college 
programs, with the federal government assuming about 75% of the cost.  The cost of the program over ten 
years is projected at $63 billion.   
 
A central and positive feature of the plan is the fact that students enrolled in eligible programs could retain 
all existing Title IV funds such as Pell Grants and Stafford loans and devote them to non-tuition expenses, 
including books, supplies, transportation, and living costs.  First-time students would be eligible for up to 
three years and have to attend school at least half time to qualify.  They would have to maintain a 2.5 grade 
point average, and the program would be limited to those with incomes of less than $200,000.  
Additionally, under this proposal community colleges will be asked to adopt reforms to support student 
completion. The college must offer academic programs that are transferable to 4-year institutions or 
occupational training programs that have high completion rates which are within in-demand fields.  
 
States would have to participate in the program in order for their community colleges to be eligible. They 
would be required to provide matching funding, engage in certain specific policies including performance-
based state funding, and commit to maintenance of effort of their higher education spending. AACC and 
ACCT have long supported policies designed to prevent states from de-investing in higher 
education.   Under the proposal states would likely also have some latitude to use funds for purposes 
beyond eliminating community college tuitions. 
 
The proposal clearly faces a tough challenge in Congress given the spending constraints under which they 
are currently operating. That said, support for community colleges, and particularly their students, remains 
strong. It is possible that aspects of the proposal will be incorporated into the Higher Education Act or 
through some other vehicle, and legislation reflecting the President’s proposal may well be introduced in 
Congress.  The Administration also clearly hopes that states might create their own “Promise”-type 
programs. 
 
In advocating around the proposal, some points that should be made include: 
 

• Community colleges support the basic thrust of President Obama’s America’s College Promise plan 
because it would increase access and success for community college students across the country. It 
also sends a message to the nation that postsecondary education is for all Americans. 
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• The College Promise program is particularly needed because community colleges enroll the highest 

percentage of low-income students in all of traditional American higher education, a percentage that 
continues to grow.  The gap in college attainment between low- and high-income students has also 
grown in recent years. 

 
• One of the most positive features of the College Promise plan is that it would allow students to use 

their federal student aid, such as Pell Grants, to pay for books, equipment, transportation, and living 
expenses.  Although community college remains a relative bargain—tuition for a full-time, full year 
student averages $3,347—the cost of attending college includes many expenses beyond tuition. 
 

• The cost of the program is considerable, but its projected expenditures represent barely 8% of the 
U.S. Department of Education’s budget, which in turn is less than 3% of all federal expenditures. 
 

 
 
Enhance the Carl D. Perkins Career and Technical Education Act 
 
The Perkins Act is due to be reauthorized this year, and that may happen, depending on what occurs with 
other items on the education committees’ agendas.  While it is not on the front burner in either the House or 
Senate, it could progress depending on what occurs with efforts to reauthorize HEA and the Elementary 
and Secondary Education Act.  A Perkins CTE proposal has the potential to move quickly because 
reauthorization is not expected to make extensive reforms and should proceed on a bipartisan basis.   
 
The most significant development in the Perkins reauthorization discussions to date was the April 2012 
release of the U.S. Department of Education’s (ED) Investing in America’s Future: A Blueprint for 
Transforming Career and Technical Education. The blueprint lays out a number of recommendations 
categorized under the themes of alignment, collaboration, accountability, and innovation. The report 
emphasizes extending the development of many concepts that were stressed in the last reauthorization, such 
as stronger collaboration between high schools and postsecondary institutions and a sharper focus on high-
demand occupations. Two recommendations that have received the most notice include distributing funds 
within states on a competitive basis only to a consortium of institutions, and for a state-matching fund to 
drive stronger business involvement with CTE programs. 
 
Community colleges must continue to advocate for a robust Perkins CTE program that serves the needs of 
all types of CTE students and which maintains flexibility in how community colleges deploy their funds to 
meet unique needs. 
 
Recommendations for Perkins Act Reauthorization: 
 

• Establish uniform accountability metrics within Perkins and across related programs, drawing from 
the Voluntary Framework of Accountability. Currently, states vary widely in how Perkins 
performance indicators are defined, leading to a patchwork of often incomparable data. To help 
draw a clearer nationwide picture of Perkins-funded CTE programs, the Obama Administration has 
proposed making these definitions and metrics uniform. Community colleges support this idea, and 
further urge Congress to use the relevant outcome measures from the VFA when recasting 
postsecondary performance indicators. These metrics should also be used in related programs, in 
particular the Workforce Investment Act. 
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• Sharpen the focus on high-quality CTE programs at the national level, with flexibility on achieving 
this end at the state and local levels. The last reauthorization of the Perkins Act made tremendous 
strides towards recasting the image of CTE, not least by jettisoning the outmoded term "vocational 
education.” Perkins reauthorization should build on this with new provisions to ensure that funded 
programs are closely linked to industry needs and lead to college and career readiness. Particular 
ways of doing this include: 

 
o Make local funding application requirements more stringent, rather than requiring 

competitive funding. The administration has proposed requiring intra-state funds to be 
distributed on a competitive basis, as a method to ensure that Perkins funds are focused on 
the highest quality uses. Community colleges are concerned that competitive funding will 
disadvantage smaller institutions and undermine the reliability of Perkins funding. Instead, 
the current formula funding should be retained, with the requirement that all recipients do 
more to show that their funded programs are truly high quality. 

 
o Facilitate, but do not require, secondary/postsecondary consortia. Community colleges are 

concerned that required consortia may weaken Perkins-supported efforts to serve adult 
students. However, cross-sector collaboration is vitally important, and Perkins should 
include provisions that explicitly allow, but not require, such consortia.  

 
 
 
 
Help Community Colleges Better Serve Veterans  
 
Community colleges have a long, proud, and continuing history of serving the needs of veterans, a 
challenge that requires an adequate federal response. The number of veterans using their Post 9/11 G.I. Bill 
benefits has grown by about 100,000 students in each of the last four years, with more than 750,000 vets 
using these benefits in FY 2013.  Ample funding for the Centers of Excellence for Veterans Student 
Success and Veterans Upward Bound under the federal TRIO programs are priorities for community 
colleges. 
 
Higher education institutions await guidance from the Veterans Administration on implementation of 
Section 702 of the Veterans Access, Choice and Accountability Act of 2014 (“Choice Act”), which 
essentially requires public institutions to offer in-state tuition to certain veterans and their dependents even 
if they are not residents of the institution’s state.  Several provisions of the bill have raised questions about 
the conditions that veterans have to meet in order to qualify and other requirements that institutions can put 
on qualifying veterans.  The bill has an effective date of July 1, 2015, and many states would have to 
modify their laws in order for their institutions to be in compliance.  According to the VA, no state is 
currently in full compliance with Section 702.  While many offer in-state tuition to non-resident veterans, 
few if any extend that benefit to the veterans’ dependents, which is required by Sec. 702.  AACC and 
ACCT, along with other higher education associations, have been working with the VA as they prepare 
guidance. 
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Pass the DREAM Act  
 
Community colleges continue to press for enactment of the Development, Relief, and Education for Alien 
Minors (DREAM) Act. Despite recent executive actions to provide assistance to millions of individuals 
without documentation, passage of the DREAM Act would provide a more permeant and comprehensive 
pathway for undocumented students.  
 
Under the original version of the bill first introduced in 2001 by Senators Dick Durbin (D-IL) and Orrin 
Hatch (R-UT), these students would be able to achieve temporary and conditional residency by completing 
two years of higher education or military service within six years, and permanent resident status upon 
completing a bachelor’s degree or higher. They would then be eligible to apply for citizenship. Only those 
students who were brought into the country before they were 16 years old and who have resided in the 
country for at least five years at the time of enactment would be eligible. DREAM Act participants are not 
eligible for Pell Grants, even under conditional resident status. The DREAM Act would also repeal a 
provision of federal law that bars states from granting in-state tuition directly to undocumented students, 
although eighteen states have circumvented this provision by extending in-state tuition to undocumented 
students based on factors other than residency (i.e., graduation from a high school within the state).  
 
In 2012, President Obama established the Deferred Action for Childhood Arrivals (DACA) initiative, 
which allows individuals who meet eligibility criteria very similar to those of the DREAM Act to apply for 
a renewable two-year deferral of removal actions against them. During this time, eligible individuals may 
also obtain work authorization. In 2014, the President expanded DACA for older students and military 
members, as well as offering legal reprieve and work permits for undocumented parents of U.S. citizens. 
However, the initiative and its expansion do not create a pathway to permanent resident status or 
citizenship, nor do they remove the restriction on in-state tuition for undocumented students currently in 
federal law. Applicants under DACA may apply for a social security number, enabling them to file a Free 
Application for Federal Student Aid (FAFSA). While they would not be eligible for federal student aid, in 
some instances they may be eligible for state or institutional financial aid. 
 
During the summer of 2013 the Senate passed a comprehensive immigration reform bill, known formally as 
the Border Security, Economic Opportunity, and Immigration Modernization Act (S. 744). The bill 
included DREAM Act provisions, and was amended to give DREAM students access to the federal student 
loan program and federal work study. The bill was not voted on by the House during the 113th Congress. 
Current Congressional action on immigration is largely focused on response to President Obama’s 
executive action.  
 
 
Improve Tax Code Financing for Higher Education 
 
The role of the federal tax code in helping students and families finance higher education does not receive 
the attention given to the student aid programs, but it is of key interest to community college students. Over 
$20 billion in savings are provided to students and their parents each year through federal higher education 
tax credits and tuition deductions.  
 
The tax code’s higher education financing provisions are far short of perfect. The most common criticisms 
of the current law is that it is complex, poorly targeted, and disproportionately benefits upper-income tax 
filers.  Community college advocates would tend to agree.  The complexity of multiple benefits makes it 
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difficult for taxpayers to understand whether they qualify for a benefit and which benefit best meets their 
needs, and this is especially true in the community college sector.  Consequently, AACC and ACCT have 
supported efforts to streamline, simplify, and coordinate tax-based aid while protecting the total investment 
made in higher education access.   
 
Of particularly interest to community college students is the American Opportunity Tax Credit (AOTC), 
which provides up to $2,500 annually and is currently claimed by more than 11 million individuals each 
year.  The AOTC was extended through 2017 by the American Taxpayer Relief Act of 2012.  AACC and 
ACCT also have sought to ensure that the AOTC is focused on ensuring that low-income students receive 
benefits along with more affluent students.  
 
In the last Congress, community colleges had major achievements in improving the AOTC and other tax 
provisions.  The Student and Family Tax Simplification Act achieved the consolidation and simplification 
of the various tax provisions that AACC and ACCT had long sought.  In addition, it ensured that most 
community college Pell Grant recipients would be eligible for the credit—currently, hundreds of thousands 
of them do not qualify, due to an eligibility formula that works against low-income students attending low-
cost institutions.  The bill also made the AOTC tax credit permanent and increased its refundability.  
AACC and ACCT strongly advocated for this bipartisan House legislation, which was set into motion by a 
bipartisan taskforce of the House Ways and Means Committee.  Unfortunately, the legislation was not 
considered by the Senate.  
 
As the 114th Congress gets underway, it is unclear to what extent tax reform will gain traction.  Both 
House and Senate tax writing committees will have new chairs, both of whom appear committed to tax 
reform, Rep. Paul Ryan (R-WI) and Sen. Orrin Hatch (R-UT).  In addition, there is longstanding, bipartisan 
interest in simplifying and likely consolidating the tax provisions concerning higher education financing, 
and the work done in the 113th Congress will undoubtedly serve as a frame of reference for any efforts 
undertaken. Therefore, there is reason for optimism about the prospects of significant progress in this area.  
 
Of note in the tax reform discussion are other higher education credits and deductions that are of interest to 
community college students, though to different degrees. These benefits include the student loan interest 
deduction, Coverdell Education Savings Accounts, as well as employer-provided educational assistance 
(Section 127), which remains a long-time community college priority. Even though these benefits have 
been permanently extended, forthcoming tax reform could reexamine their status.  
Finally, the Administration has announced a series of proposals to change the tax code.  These are 
important both in their direct impact on college students as well as the fact that they are the “revenue 
raisers” to be used to pay for President Obama’s America’s College Promise plan for free community 
college tuition.  Some of the highlights of these proposals include: 
 

• Consolidate a series of education tax breaks into a single program to be called (as a major program 
is called now) the American Opportunity Tax Credit (AOTC), and make the tax credit, currently 
due to expire in 2017, permanent. 

• Expand eligibility for the tax credit to those enrolled less than half time—this is important because 
the Lifetime Learning Credit would be eliminated in the consolidation, and less than half time as 
well as non-credit students are eligible. 

• Exempt Pell Grants from taxation (currently only the portion used for educational expenses is 
exempt). 

• Exempt Pell Grants from the calculations of eligibility for the American Opportunity Tax Credit, 
which should make it possible for many more Pell-eligible students to benefit from both programs. 
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The White House estimated that the combined impact of the tax benefit proposals would provide students 
with $2,500 in educational aid a year for up to five years; the current American Opportunity Tax Credit is 
available for four years. The White House also projected -- without details -- that its plans would cut taxes 
for 8.5 million families and students and simplify taxes for the 25 million students and families who claim 
education tax credits. 

 
 
Extend the Community College and Career Training Grant Program 
 
The Trade Adjustment Assistance Community College and Career Training (TAACCCT) grant program 
awarded its last round of funding in 2014. AACC and ACCT remain focused on ways to preserve essential 
elements of this critical funding source in a time of continuing budget stringency. Legislators must know 
about the positive impact that the program has had on workers, communities, and businesses, particularly 
where there are strong results in earlier round programs. The grants have been distributed quite broadly, 
and most campuses have benefited from the program in some manner 
 
Funded at $2 billion over four years, the TAACCCT grant provided community colleges and other eligible 
institutions of higher education with funds to expand and improve their ability to deliver education and 
career training programs that can be completed in two years or less and prepare program participants for 
employment in high-wage, high-skill occupations.  
 
Each of the four competitions for grants has been of a slightly different character. The almost $500 million 
award annually represents a little less than one percent of annual aggregate funding in the sector, but has 
had notable impact. The program has further enhanced the visibility of the community college role in 
providing workforce training, particularly to individuals affected by the recession. Second, the program has 
helped institutions develop the capacity to better evaluate outcomes from training programs and develop 
institutional support. Lastly, it has fostered collaboration between institutions of a nature and intensity that 
has often not been seen before through new consortia.  
 
Various proposals have emerged for securing similar support for community colleges following the 
conclusion of TAACCCT funding.  President Obama recently proposed a new American Technical 
Training Fund, which the administration views as a successor to the TAACCCT grants.  The Fund would 
award programs that have strong employer partnerships and include work-based learning opportunities, 
provide accelerated training, and are scheduled to accommodate part-time work. Programs could be created 
within current community colleges or other training institutions. This program will fund the start-up of 100 
centers and scale those efforts in succeeding years. 
 
The most relevant vehicle in past Congresses for continuing the type of funding provided by TAACCCT is 
the Administration-proposed "Community College to Career Fund Act," an extremely ambitious $8 billion 
proposal introduced by Senator Al Franken (D-MN), and Rep. George Miller (D-CA). A version of this 
program also appeared in former Senator Tom Harkin’s (D-IA) HEA reauthorization bill.  
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