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House Passes AOTC Reform Bill 
 
In July, the House considered and passed HR 3393, the Student and Family Tax Simplification Act by 
a vote of 227 – 187. HR 3393 consolidates existing tax credits into a simplified and permanent 
American Opportunity Tax Credit (AOTC). It provides a number of benefits to college students, 
including making the AOTC permanent. Under current law the benefit is set to expire in 2017, and 
revert back to the less generous HOPE tax credit.  
 
Additionally, the bill increases refundability of the AOTC. Currently, students may receive up to 
$1,000 in refundability under the tax benefit. HR 3393 increases that refund to up to $1,500, and 
provides students and families with an easier path for claiming that refund. The bill also provides an 
important fix for low-income community college students. Under current law the AOTC coordinates 
poorly with the Pell Grant for students at low-cost institutions, such as community colleges. Because 
of this coordination issue an estimated one million college students with unmet financial need do not 
receive any benefit from the AOTC. HR 3393 also indexes the AOTC to inflation starting in 2018.  
 
In order to create a more robust and permanent AOTC, the bill consolidates other existing higher 
education tax credits, including: the HOPE tax credit; the Lifetime Learning tax credit; and the tuition 
and fees deduction. Of these, the Lifetime Learning tax is the only active credit that students and 
families can currently claim. The benefit of the Lifetime Learning tax credit is that unlike AOTC, 
which is only available for the first four years for undergraduate students, it does not have a capped 
usage. However, Lifetime Learning has no refundability attached to it, meaning that it does not benefit 
most low-income students with no tax liability. Because HR 3393 increases refundability by $2,000 
over four years, ACCT believes this is of greater benefit to low-income students despite the four year 
cap in usage. Additionally, low-income community college students who currently have a problem 
with their Pell Grant coordinating with the AOTC will be eligible for up to $6,000 more in refundable 
benefits than is currently in statute.  
 
The bill was initially part of a bipartisan effort from Ways and Means Committee's Education Tax 
Reform Working Group. ACCT provided input in developing HR 3393. However, the bill lost much of 
its bipartisan support during the committee markup. During the markup a substitute amendment was 
offered that increased the eligible income thresholds for students and families back to the levels under 
current law. The working group had agreed to lower these levels to target the benefits to lower- and 
middle-income students. Raising the levels greatly increased the cost of the bill. Democrats on the 
committee objected to the additional costs not being offset.  
 
ACCT along with AACC sent a joint letter to Members of the House in support of HR 3393. The letter 
may be viewed here: http://www.acct.org/files/Advocacy/Letters%20to%20Congress/AACC%20-

http://www.acct.org/files/Advocacy/Letters%20to%20Congress/AACC%20-%20ACCT%20support%20HR%203393.pdf


%20ACCT%20support%20HR%203393.pdf. While time is limited, the Senate could take up higher 
education tax reform before the end of the year. They would likely consider their own version of a 
reform package, but HR 3393 will serve as a marker in that process. 
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