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Fate of Expiring Education Tax Benefits Remains Unknown 

Following November’s elections, Congress will have to address a number of Bush-era tax cuts 
that are set to expire at the end of the year.  Included in those provisions set to expire are several 
education related tax items.  There are currently three tax extension proposals being considered 
by Congress —one passed by the House, one passed by the full Senate, and one approved by the 
Senate Finance Committee. 

Education tax provisions set to expire on Dec. 31, 2012: 

 The American Opportunity Tax Credit (AOTC),  
 The expanded Student Loan Interest Deduction (SLID),  
 Expanded Coverdell Education Savings Accounts (ESAs), and  
 Employer-Provided Educational Assistance (Section 127) benefits.  

In late July the Senate passed S. 3412, a bill which would extend all of the expiring tax provisions 
above, but institute an income cap.  The tax credits would only be available to taxpayers earning 
less than $200,000 per year; $250,000 for married/joint filers. The House bill, H.R. 8, extends 
SLID, ESAs, and Section 127, but fails to renew AOTC.  Additionally, the House bill does not 
institute an income cap. 

The American Opportunity Tax Credit has emerged as one of the Bush era tax cuts’ more 
controversial extensions.  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.  Both the House bill (H.R. 8) and the 
Senate Finance Committee bill exclude AOTC.  Instead, the Senate Finance Committee bill opts 
to retroactively extend education tax provisions that expired at the end of 2011, including an 
above-the-line deduction for qualified tuition and related expenses.  The tuition deduction helps 
reduce the cost of college by allowing students or parents to deduct up to $4,000 in eligible higher 
education expenses from their taxable income. The tuition deduction is particularly beneficial to 
graduate students who are ineligible for the AOTC. 

The Senate Finance Committee bill also fails to extend SLID and ESAs. If these extensions 
allowed to expire, SLID will be drastically limited by a reduced income threshold and a five-year 
limit, and Coverdell ESAs will revert from allowing $2,000 to only $500 in tax-free annual 
contributions. The Senate Finance Committee also opted against extending Section 127, which 
allows an employer to offer an employee up to $5,250 per year in tax-free educational assistance 
for undergraduate or graduate-level courses.   



ACCT has signed onto a joint letter with the American Council on Education and several other 
higher education organizations in support of extending tax provisions benefiting students and 
institutions.  Debate on this issue will be on the forefront post-elections. 
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