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AOTC and Other Higher Ed Tax Credits Among Those Set to Expire 
 
Among the tax-credits set to expire at the end of the year are several higher education tax credits, including the American 
Opportunity Tax Credit (AOTC).  Passed in 2008, AOTC significantly broadens the permanent Hope Scholarship Credit 
by increasing the credit from $1,800 to $2,500, expanding eligible expenses, making it available for four rather than only 
two years of college, increasing the income phase-out thresholds, and making the credit partially refundable.  If AOTC 
were to expire, the law would revert back to implementing the more modest Hope Scholarship Credit. 
 
A recent national poll shows that most Americans support extending AOTC, and allowing that tax credit to include 
deductions for textbooks and other course materials.  The poll, conducted by Penn Schoen Berland, a global research-
based consultancy, showed that 82% of those surveyed were either very or somewhat favorable towards extending AOTC.  
While those identifying themselves as Democrats were more likely to support an AOTC extension, the majority of 
Republicans and Independents also supported an extension.   
 
Other higher education tax provisions set to expire on December 31st, include: 

 Employer-Provided Educational Assistance (Section 127) benefits – the provision allows employers to receive up to 
$5,250 per year in tax free assistance to employees wishing to pursue undergraduate or graduate-level coursework.  

 The expanded Student Loan Interest Deduction (SLID) -  this provision allows individuals earning under a certain 
threshold ($70,000 individual $145,000 joint) to deduct up to $2,500 in student loan interest.  If this were to expire the 
income thresholds would decrease, and borrowers would only be able to deduct interest for the first 60 months. 

 Expanded Coverdell Education Savings Accounts (ESAs) – these savings accounts allow parents and students to save 
for tuition and education expenses while receiving a tax break.  If the provision were to expire, allowable contributions 
would decrease from $2,000 to $500.  

 Above-the-Line Deduction for Tuition and Expenses – this provision allows taxpayers of a certain income level 
($80,000 individual and $160,000 joint) to be eligible to deduct up to $4,000 in annual tuition and related expenses.   

 IRA Charitable Rollover – this provision allows individuals 70 ½ years old and older to donate up to $100,000 from 
their Roth IRA accounts to public charities, including community colleges. 

In addition, ACCT has joined with other higher education organizations to support the continuation of federal income tax 
deductions for charitable donations.  As negotiators look to generate savings to avert the fiscal cliff, changes to the current 
policy on charitable deductions have been mentioned as a possible reform to raise revenue.  Colleges and universities rely 
on these charitable gifts to provide assistance for students, support teaching and many other resources.  The letter may be 
viewed here: charitable giving letter. 

Negotiations surrounding the fiscal cliff have thus far not included enough detail to directly address these expiring 
provisions.  With an eye towards reducing tax deductions in order to generate revenue, certainly all of these credits could 
face the axe.  ACCT encourages individuals to contact their Representatives to support the extension of these tax 
provisions. Contact your Representative 
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