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Chapter 13

Tax Credits and Deductions for

Education and Trainir

Potential as a source of workforce training: \

* Tax deductions, tax credits, and other tax preferences for
individuals and businesses to help them meet the costs
of higher education and training activities.

* Does not directly fund skills training; rather, provides indi-
rect financial advantages that encourage participation in
post-secondary education.

Challenges to be addressed:

* Target resources to assist low-income, under=skilled
workers better.

* Ensure individuals maximize their benefits.

* Learn more about the effectiveness of tax preferences
on influencing behavior.

* Combine or simplify the numerous post-secondary tax

preferences.

/

Overview

In addition to funding for workforce development programs and
grants, the federal government provides benefits through the
United States Tax Code to taxpayers who incur expenses for
higher education and some types of training. These indirect
benefits—including tax deductions, tax credits and other tax
preferences that reduce tax liability—are an often overlooked
vehicle which, if properly targeted, could represent a key element
of our nation’s workforce development system.

Tax preferences have become a popular approach of federal
assistance in recent years. In the 2003-2004 school year,
approximately 11.0 million tax filers claimed an education tax

I The College Board, Trends in Student Aid 2005 (New York, 2005), p. 10.
Urban Institute-Brookings Institution Tax Policy Center, The Distributional Consequences
of Federal Assistance for Higher Education: The Intersection of Tax and Spending Programs
(Washington, 2005), p. 8.

credit or tuition deduction—a much larger number of
Americans than the 5.1 million students who received financial
aid through the Pell Grant program that year.! Estimates suggest
that approximately 10 percent of all tax units (families and

individuals) receive some benefits from education tax provisions.2

This chapter explores five provisions of the Internal Revenue
Code that offer tax assistance to individuals and businesses
incurring expenses for post-secondary education. They are the
Hope Credit, the Lifetime Learning Credit, the Tuition and Fees
Deduction, the Student Loan Interest Deduction, and Section
127 Employer-Provided Assistance.

Hope and Lifetime

Learning Tax Credits

2 )

Hopre AND LIFETIME LEARNING TAX CREDITS
AT-A-GLANCE

Statute: Taxpayer Relief Act of 1997 (PL. 105-34).

Administered by: U.S. Department of the Treasury, Internal
Revenue Service.

Due for reauthorization: Credits are permanent and do
not require reauthorization.

Type of program: Tax preference.

Federal funding: $3.7 billion in reduced tax expenditures
for Hope Credits in 2006; $2.3 billion in reduced tax
expenditures for Lifetime Learning Credits in 2006.

Average credit: $99| for Hope; $477 for Lifetime Learning
in 2002.

Population served: 7.2 million tax filers claimed either

credit in 2004.
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Background

Congress adopted the Hope and the Lifetime Learning Tax
Credits as part of the Taxpayer Relief Act of 1997, which was
the main vehicle for the Clinton Administration’s middle-class
tax cut. The two provisions were included in the broader tax
package to increase college affordability and encourage life-long

learning among middle- and low-income families.

Current Legislative Status

The tax credits are permanent and do not require reauthoriza-

tion.

Funding

The Hope Credit provides up to $1,650° per eligible student to
help offset the costs of the first two years of higher education
by subtracting the tax credit amount from the actual income tax
owed by a tax filer. Taxpayers are eligible to claim 100 percent of
the first $1,000 of qualiﬁed expenses and 50 percent of the
second $1,000 of expenses.

The Lifetime Learning Credit provides up to $2,000 of credit
per tax return for qualified expenses. Taxpayers are eligible to

claim 20 percent of the first $10,000 of eligible expenses.*

For both credits, qualiﬁed education expenses consist of tuition
and fees, minus any grants (including Pell Grants), scholarships,
and other tax-free assistance. In general, the costs of books,
supplies, equipment, and room and board do not count as
qualiﬁed expenses, although some exceptions exist for supply
expenses paid directly to the institution as a condition of

enrollment or attendance.

For tax year 20006, the President’s FY 2007 budget estimated
that the Hope Credit would cost the federal government
approximately $3.7 billion and Lifetime Learning Credit would
cost $2.3 billion in tax eXpenditures.5 This amount is considered
significantly lower than the amount that would be spent if all of
those who were eligible for the credits had claimed them.

Eligibility

The Hope Credit is available for students only in the first two
years of college or other undergraduate post-secondary training,
received at any college, university, vocational school, or other
institution eligible to participate in student aid programs under
the Higher Education Act (HEA).® Students must be pursuing
a recognized credential, be enrolled at least half-time for one

academic period during the year, and not have a felony drug

conviction.

Taxpayers may claim the Hope Credit for their own tuition
expenses or those of their spouse or dependents. The benefit is
calculated on a per-eligible student basis so there is no limit to
the number of students or total amount of the credits that may

be claimed on one tax return.

Like the Hope Credit, the Lifetime Learning Credit may be
claimed for a student’s own eligible expenses or those of a
spouse or dependents, but it is limited to $2,000 per tax return
(whereas the Hope has no per-return limit). Unlike Hope,
however, no conditions limit the speciﬁc school years in which
the credit may be claimed. The Lifetime Credit is also less
restrictive in that it is available for any postsecondary education
(including non-credit courses) that improves job skills. Similarly,
students claiming the Lifetime Credit do not have to pursue a
recognized credential and need only be enrolled in one course.

In addition, the drug felony conviction bar does not apply.

Both credits are subject to income eligibility restrictions. The
benefits are phased out for single filers with modified adjusted
gross incomes (AGI) of $45,000 to $55,000 and for joint filers
with modified AGI of $90,000 to $110,000 in 2006.” Neither
married persons who file taxes separately nor certain nonresident
aliens may claim benefits. In addition, both credits may not be
claimed for the same student in the same year.

Finally, if the calculated credit is larger than the total annual tax
owed by an individual or family (including if the filer has no tax
liability after other deductions, credits, and adjustments are

applied), the excess Hope or Lifetime Credit is not refundable.

3 For 2006-2007 and indexed for inflation for future years.

4 The Gulf Opportunity Zone Act of 2005 (Public Law 109-135) increased the
Hope and Lifetime Learning tax credits for students attending colleges and graduate
schools in Louisiana, Mississippi, and Alabama for tax years 2005 and 2006.

5 Office of Management and Budget, Analytical Perspectives, Budget of the United States
Government, Fiscal Year 2007 (Washington, 2006), p. 288.

6 Public Law 105-224, as amended.

7 Indexed for inflation in future years.
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In other words, it cannot be claimed as a payment from the
federal government. This has been identified as a key constraint
preventing lower-income individuals who have relatively Jow tax
liabilities from taking full advantage of these credits.

Population Served Through
Hope and Lifetime Learning
Credits

In tax year 2004, 7.2 million filers claimed either a Hope or a
Lifetime Learning Credit.* While this is a significant number of
students, research has shown that many additional students are
eligible yet unaware of these benefits. In 2001, only 21 percent
of adults in the general population had heard of the credits and
only one-third of adult students had used or planned to use the
credits.” The US. Department of Education (DoEd) has
estimated that approximately 13.1 million students would
benefit each year if the program were fully implemented.”

Approximately half of tax filers claiming these credits in tax year
2004 (52% and 49%, respectively) had incomes under $40,000.
A sizable portion—between 35 and 39 percent—had annual
incomes between $40,000 and $80,000.""

Relationship to Other
Programs

Other federal grants and tax provisions—such as Pell Grants,
employer-provided educational assistance, and education deduc-
tions—must be subtracted from a student’s tuition and fees
before claiming the Hope or Lifetime Credits. The receipt of
these credits may also affect a student’s ability to claim other
benefits. This is intended to prevent individuals from receiving a
double benefit from the federal government.

8 Joint Committee on Taxation, Present Law and Background Relating to Tax Exemptions and
Incentives for Higher Education (Washington, 2006), p. 21.

9 Victoria Choitz, Laura Dowd, and Bridget Terry Long, Getting Serious About Lifelong
Learning: Improving the Use and Value of the Hope and Lifetime Learning Tax Credits for Working
Adult Students (Future Works, Boston, Mass., 2004), p. 3.

10 US. Department of Education, Hope Scholarship and Lifetime Learning Credits,
www.ed.gov/offices/ OPE/PPI/HOPE/index.html.

IT Government Accountability Office, Postsecondary Education: Multiple Tax Preferences and Title
IV Student Aid Programs Create a Complex Education Financing Environment (Washington,
2006), p. 9.

12 “The Tax Relief and Health Care Act of 2006,” Public Law 109-432.

Turtion and Fees Tax

Deduction

Background

The Tuition and Fees Tax Deduction was part of the 2001
Economic Growth and Tax Relief Reconciliation Act (EGTR-
RA), an expansive piece of tax reform legislation that was a hall-
mark of the first term of the Bush Administration.

Current Legislative Status

The Tuition and Fees Tax Deduction was extended in the final
days of the 109th Congress."” The law renewed the credit until
December 31, 2007.

TuiTioN AND FEeES DEDUCTION AT-A-GLANCE

Statute: Economic Growth and Tax Relief Reconciliation
Act of 2001 (PL. 107-16), as amended.

Administered by: U.S. Department of the Treasury, Internal
Revenue Service.

Due for reauthorization: Expires December 31, 2007.
Type of program: Tax preference.

Federal funding: $1.8 billion in tax expenditures in 2006.
Average deduction: $377 in 2002.

\Population served: 3.4 million tax filers in tax year 2002. /

Funding

This benefit allows individuals to deduct up to $4,000 of
qualified education and training expenses to reduce their level of
overall taxable income for tax years 2003 to 2007. Unlike most
other tax deductions, this deduction is taken as an adjustment to
income, so it may be claimed even if a taxpayer does not itemize
deductions.

Qualified education expenses consist of tuition and fees related
to enrollment or attendance at any college, university, vocational
school, or other institution that is eligible to participate in a
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student aid program under HEA. These expenses may also
include the cost of books, supplies, and equipment—but only
if they are paid directly to the institution as a condition of
enrollment (which is rarely the case).

Federal Funding

In tax year 2002, tax filers deducted $1.3 billion of taxable
income through this deduction. The average deduction lowered
taxable income by $377, and the median income of filers
claiming the deduction was approximately $54,326." In 2000,
the tuition and fees deduction is predicted to cost the federal

government $1.8 billion in tax expenditures.”

Eligibility

The deduction of tuition and fees is available to a taxpayer on
behalf of self, spouse, or dependent. Like the Lifetime Learning
Credit (and unlike the Hope Credit), the benefit is available for
any post-secondary education, including non-credit courses,
used to improve job skills. Students do not have to pursue a
recognized credential and need only be enrolled in one course.

In addition, the student must have either a high school diploma
or a GED.

The deduction is also subject to income eligibility restrictions.
The benefit is phased out for single filers with modified AGI of
$65,000 to $80,000 and joint filers with modified AGI of
$130,000 to $160,000. The maximum deduction for claimants
in these higher income categories 1s $2,000. Benefits may not be
claimed by married persons who file taxes separately, by some
nonresident aliens, and by those who claim a Hope or Lifetime
Credit for the same expenses.

Population Served Through
Turtion and Fees Deduction

In tax year 2002, 3.4 million tax filers deducted qualiﬁed
education expenses.” In tax year 2004, approximately half
(52%)) of filers claiming the deduction had incomes under

$60,000. A quarter of the claimants had incomes over
$100,000.'

Those with incomes higher than $60,000 made up 48 percent
of claimants but received 64 percent of the benefits, and the 25
percent of filers with income over $100,000 received 37 percent
of the benefits."” Those on the upper end of the income scale,
with higher tax rates, stand to generate greater tax savings
through such deductions than do those on the lower end of

the income spectrum.'®

Relationship to Other
Programs

Filers who claim the Hope or Lifetime Learning Credits are not
eligible to claim the tuition and fees deduction for the same
expenses. As a result, filers must strategically decide which tax
preference to choose because eligibﬂity for these benefits often
overlaps. Maximization of benefits for individual taxpayers may
depend on their overall expenses, level of income, and individual

tax situation.

Student Loan Interest

Deduction

Background

Congress reinstated the deduction of interest paid on student
loans in the Taxpayer Relief Act of 1997, after it had been
eliminated in the Tax Reform Act of 1986. In 2001, additional
changes extended the initial ﬁve—year limit of the benefit and
increased the gross income phase-out ranges for the deduction.
Now, tax filers may claim up to $2,500 in student loan interest
deductions from their tax liability each year. The changes made
by EGTRRA expire, however, after December 31, 2010, unless
extended.

13 Government Accountability Office, Student Aid and Postsecondary Tax Preferences: Limited
Research Exists on Effectiveness of Tools to Assist Students and Families Through Title IV Student Aid
and Tax Preferences (Washington, 2005), p. 1.

14 Office of Management and Budget (2006), p. 288.

IS5 Government Accountability Office (2005), p. 1.

16 Government Accountability Office (2006), p. 9.

17 Ibid.

18 Government Accountability Office (2005), p. 18.
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Current Legislative Status

Most of this deduction is permanent and not subject to reau-
thorization; however, the elimination of a 60-month limit on
deductible interest and an increase in the income-levels at which

the deduction phases out are subject to the sunset provisions of

EGTRRA, which is set to expire in December 31, 2010.

e

N

STUDENT LOAN INTEREST DEDUCTION
AT-A-GLANCE

Statute: Taxpayer Relief Act of 1997, as amended by the
Economic Growth and Tax Relief Reconciliation Act of
2001 (PL. 107-16).

Administered by: U.S. Department of the Treasury, Internal
Revenue Service.

Due for reauthorization: Some provisions expire in 2010.
The rest are permanent and do not require reauthoriza-
tion.

Type of program: Tax preference.
Federal funding: $800 million in tax expenditures in 2006.
Average deduction: $134.

Population served: 6.6 million tax filers in tax year 2002.

(S /

Funding

The Student Loan Interest Deduction allows individuals to
deduct the interest they pay on private or government-backed
loans for qualiﬁed post—secondary education and training
expenses. Taxpayers are able to deduct up to $2,500 in interest
payments each year, reducing their overall income subject to
taxation. Similar to the tuition and fees deduction, but unlike
most other tax deductions, this deduction is taken as an
adjustment to income—so it may be claimed even if a taxpayer

does not itemize deductions.

Qualified education expenses for which a loan’s interest may be
deducted include tuition and fees, room and board (as charged

19 Thid, p. 10.

20 Office of Management and Budget (2006), p. 288.

21 Joint Committee on Taxation (20006), p. 24.

22 Government Accountability Office (2005), p. 10.

23 Urban Institute-Brookings Institution Tax Policy Center (2005), p. vii.

or determined by the institution), books, suppiies, equipment,

and other necessary expenses, such as transportation.

Federal Funding

In tax year 2002, taxpayers deducted $892.6 million of student
loan interest from their overall taxable incomes. The average
deduction was $134, and the median income of filers claiming
the deduction was approximately $43,500."” The President’s
FYO7 budget estimated that the student loan interest deduction
would cost the federal government $800 million in tax expendi-

tures in 2006.%°
Fligibility

The Student Loan Interest Deduction is available to a taxpayer
on behalf of self, spouse, or dependent enrolled in any college,
university, vocational school, or other institution that is eligible
to participate in a student aid program under HEA. Students
must have been enrolled at least half-time in a program that
leads to a degree, certificate, or other recognized educational
credential.

The deduction is also subject to income eligibility restrictions,
which are indexed for inflation annually. For 2006, the benefits
are phased out for single filers with modified AGI of $50,000
to $65,000 and joint filers with modified AGI of $105,000 to
$135,000.”" Married couples who file taxes separately may not
claim the benefits. Filers who claim the deduction for a dependent
must be Iegaﬂy obligated to make the interest payments on the

student IO an.

Population Served Through
Student Loan Interest
Deductions

In tax year 2002, 6.6 million filers deducted student loan inter-
est on their tax returns.”” Estimates suggest that approximately
4 percent of all tax units claim the deduction, with those with
annual incomes above $50,000 receiving approximately 60
percent of the aggregate benefits. The highest rate of receipt for
the interest deduction occurs for filers with incomes between
$75,000 and $100,000. In this income category, almost 8

percent of tax units receive the benefit.”
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Tax-Free Employee Benefits

for Tuition Assistance

Background

First enacted in 1978 as a trial program, the tax-free status of
employer-paid tuition under Section 127 of the tax code
received 10 short-term extensions, Ieading to a [0-year extension
passed in 2001 as part of EGTRRA. Changes were also made
in 2001 to restore the benefit to graduate coursework, which
had been omitted in 1996. That exclusion is subject to the

general sunset provision of the 2001 law, so the exclusion will

not be available after December 31, 2010.

Current Legislative Status

The deduction is subject to the sunset provisions of EGTRRA
and is set to expire December 31, 2010.

e

SECTION 127, EMPLOYER TUITION ASSISTANCE
AT-A-GLANCE

Statute: Revenue Act of 1978, as amended by the

Economic Growth and Tax Relief Reconciliation Act of
2001 (PL. 107-16).

Administered by: U.S. Department of the Treasury, Internal
Revenue Service.

Due for reauthorization: Authorization expires December
31,2010.

Type of program: Tax preference.
Federal funding: $590 million in tax expenditures in 2006.

Population served: 25 percent of undergraduate
employees and |3 percent of graduate students.

(S /

Funding

The employer tuition assistance benefit enables employers to
provide up to $5,250 annually in tax-free educational assistance
to employees for graduate- or undergraduate-level courses,
regardless of whether they are job-related. Public or private
employers may provide reimbursement for tuition, fees, books,

supplies, and equipment.

This assistance is excluded from an employee’s gross income
for tax purposes and from wages for employment tax purposes
(e.g., FICA, Medicare). Typically, the tuition benefit is paid as
a reimbursement to employees after they have successfully
completed a qualifying course of study, with the expectation
that they pay out-of-pocket to enroll in the course. Employers
who offer assistance under Section 127 do not have to pay the

employer’s share Of employment taxes on the Value Of the tuition

beneﬁt.

The Office of Management and Budget (OMB) estimates that
employer-provided tuition assistance cost the federal government
$590 million in tax expenditures in 2006.** The financial impact
of the tax preference is estimated at $7.8 billion over 10 years.”
The National Postsecondary Student Aid Survey (NPSAS)
found that the average amount of financial aid awarded by an
employer was $932 for employees pursuing undergraduate
studies and $2,451 for employees pursuing graduate studies.”

Eligibility
Because benefits offered to employees under Section 127 are
structured by individual employers, they may require a minimum

grade point average or other criteria before reimbursing

employees for their education expenses.

For the exclusion to apply, the educational assistance must be
provided through a separate written plan of the employer.
Statute dictates that employer educational assistance programs
must not discriminate in favor of highly compensated employees
and that no more than 5 percent of the amounts paid or
incurred by the employer can be provided for more than

S percent of the company’s owners.”

24 Office of Management and Budget (2006), p. 288.

25 Joint Committee on Taxation, Estimated Budgel Effects of the Conference Agreement for HR.
1836 (Washington, ZOOI), p. 2.

26 Ibid.

27 Joint Committee on Taxation, Present Law and Anulysis Relaling to Tax Benefits for Higber
Education (Washington, 2004), p. 14.
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Population Served Through
Turtion Assistance

Data on the overall percentage of employees who receive Section
127 employer tuition assistance are not available. Research

from the mid-1990s, however, indicated that 25 percent of
undergraduate employees (employed undergraduates who
considered themselves primarily employees rather than students)
and 13 percent of graduate and other professional students

received some form of employer financial aid.*

For those reimbursed by employers for undergraduate studies,
the typical beneficiary was a full-time employee who was
independent, married, older, and of a higher income. In
addition, they were more likely to have been reimbursed for
study at private, not-for-profit institutions and four-year

universities, as opposed to other types of institutions.”

Relationship to Other
Programs

Individuals may not use any of the tax-free education expenses
paid for by their employer as the basis for any other tax
deduction or credit, including the Hope Credit or the Lifetime
Learning Credit.

Policy Challenges Moving
Forward

While using the tax code for policymaking purposes is not new,
the existence of numerous post-secondary tax preferences is a
relatively recent occurrence. Several key challenges face policy-
makers as they consider ways to reform and tailor tax incentives

to meet the needs of students and their families.

A primary concern across all of these provisions is whether
they are being targeted to workers who need them the most and
whether the relative per-person savings offered under such

programs are of enough value to encourage workers who

28 National Center for Education Statistics, Employer Aid for Postsecondary Education
(Washington, 1999), p. vi.

29 Ibid, p. 25.

30 Urban Institute—Brookings Institution Tax Policy Center (2005), p. 9.

31 Ibid.

otherwise would not enroll in training to do so. For tax
initiatives to increase the overall skill level of the American
workforce, some attention must be paid to which tax provisions
actually add to the number of workers enrolled in education and
training, versus using the tax code to pay workers or employers
for training that would likely happen even without such

incentives.
Specific issues include:

Challenge: Target resources to assist low-income, under-skilled
workers better.

Unlike other higher education programs, such as Pell Grants, tax
preferences generally have a wider range of eligible participants,
including those at middle- and upper-income levels. As the
Urban Institute-Brookings Institution Tax Policy Center has
reported, “[T]ax provisions provide little benefit to households
at the lower end of the income distribution and are substantially
less progressive than the Pell Grant, which is targeted at low- and

moderate-income students.”*

This is, in part, because dependent students and the families
who are eligible for tax preferences generally have higher incomes
and savings than independent students who are supporting
themselves. In addition, tax preferences, such as the Hope and
Lifetime Learning Credits, require that tax filers have a positive
tax liability to use them.

Furthermore, evidence shows that employer-based tax benefits
are more likely to flow to higher-paid adults. For example, 11
percent of those with personal earnings of $20,000 or less who
enrolled in credential programs had their employers pay at least
part of their education expenses, while 56 percent of those

earning between $35,001 and $50,000 received support.”

For tax initiatives to leverage benefits for lower-income workers,
policy attention must be paid both to the potential refundability
of tax credits—so workers with low tax liabilities can still
benefit from a full Hope or Lifetime tax credit—and to the
means for a more progressive approach to income deductibility.

Challenge: Ensure individuals maximize their benefits.

The amount of an individual’s tax benefit often relies on the
taxpayer’s own knowledge of the tax code and the assistance of
a paid tax preparer. Individuals must be able to identify the
applicable tax preferences, understand how they relate to the

taxpayer’s own situation (or a client’s situation), and understand
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ow they interact with one another to minimize or maximize

h hey t with her ¢

benefits. This is not always easy. In fact, tax policy analysts
consistently identify post-secondary tax preferences as requiring
substantial knowledge and skill on the part of students and
families.” The complexity of and interplay among the various
post-secondary tax preferences often make it difficult to assess
which combination of credits and deductions will yield the
greatest benefit for a particular individual.

Not surprisingly, a Government Accountability Otfice (GAO)
report on student aid and post-secondary tax preferences found
that many tax filers do not maximize their benefits when claim-
ing these preferences. In one examination of tax records from
2002, GAO found that more than one-quarter (27%) of filers
failed to claim a post-secondary tax preference for which they
were eligible. Moreover, of those who claimed a higher education
tax credit or tuition deduction, nearly one-third (30%) made
decisions that yielded a smaller reduction than they could have

otherwise realized.™

Chaﬂenge: Learn more about the effectiveness of tax

preferences on influencing behavior.

As GAO has documented, little is known about how much
education-related tax preferences promote educational
attendance, choice, and persistence. Limited data exist on the
effectiveness of these incentives in changing students’ decisions
about post-secondary education. Policymakers need more
research to make informed decisions about how to build on

successful programs and reform less effective ones.

Chaﬂenge: Combine or simplify the numerous post-secondary

tax preferences.

Given the significant overlap among existing tax credits and
deductions and the fact that many tax filers inadvertently make
less-than-ideal decisions on which ones to claim, some
policymakers have called for combining these benefits into one
overall tax credit or deduction that would encompass all higher
education expenses. Current tax preferences have different
eligibility criteria, different definitions of “qualified expenses,”
different benefit levels, and different income phase—outs‘ These
variances are not only cumbersome to track but also can lead to

taxpayer frustration and errors.

TWA Recommends

The Workforce Alliance has developed a number of specific

policy recommendations to address these issues, induding:

* Increase the benefit and use of education tax credits for

low-income Working adults.

The list of eligible education expenses for the Lifetime Learning
Credit should be expanded to include not just tuition and fees
but also books, supplies and equipment, child care, and living
expenses, which students accrue when they pursue post-secondary
education. In addition, the percentage of educational expenses
that can be counted toward the credit should be increased from
20 percent to S0 percent to allow adult students who attend
part-time or less-than-half-time to receive a larger benefit.
Finally, all education credits should be refundable to provide

the largest benefit to low-income individuals.

* Conduct a public awareness campaign to promote use of

education tax preferences.

Many tax filers are not aware that they are eligible for education
tax preferences. As a result, they forfeit hundreds of dollars in
benefits to which they otherwise would be entitled. The U.S.
Departments of Education and the Treasury should make a
concerted effort to educate Americans about their eligibility for
benefits by conducting a public awareness campaign that demon-

strates the resources available to help fund education expenses.

Recent initiatives by a variety of institutions (including
community-based organizations and employers) to help more
low-income individuals take advantage of the Earned Income
Tax Credit could serve as a model for similar outreach and

assistance in using education-related tax credits and deductions.

* Create a revolving subsidized loan fund to help low-income
employees cover up-front costs associated with employer

tuition reimbursement benefits.

32 Government Accountability Office (2005), p. 20.
33 Ibid, p. 22.

106

THE WORKFORCE ALLIANCE



TRAINING

PoLicy 1IN

BRIEF

Many employers who offer tuition assistance to their employees
require employees to pay for their expenses up front and then be
reimbursed after completing the course. As a result, individuals
with modest means may find it difficult to take advantage of this
employer benefit.

A federaﬂy subsidized revolving loan fund that provides up—front
tuition assistance to employees who earn less than 250 percent
of the federal poverty line—and whose company provides
tuition reimbursement—would enable more low-income adults
to use the Section 127 benefit. That would leverage additional
private sector resources to invest in the education of America’s

workers.

Additional Reading
The Law

Taxpayer Relief Act of 1997
http:/ /frwebgate.access.gpo.gov/ cgi-bin/getdoc.cgi?dbname=
105_cong_public_laws&docid=f:publ34.105.pdf

Economic Growth and Tax Relief Reconciliation Act of 2001
http:/ /frwebgate.access.gpo.gov/ cgi-bin/getdoc.cgi?dbname=
107_cong_public_laws&docid=f:publ016.107.pdf

Government Summaries and Analyses

Government Accountability Office, Postsefonda@) Fducation: Multiple
Tax Preferences and Title IV Student Aid Programs Create a Complex
Fducation Financing Environment (Washington, 2006).

Government Accountability Offtice, Student Aid and Postsetondmy
Tax Preferences: Limited Research Exists on Lifectiveness of Tools to Assist
Students and Families through Title IV Student Aid and Tax Preferences
(Washington, 2005).

Government Accountability Office, Student Aid and Tax Benefits:
Better Research and Guidance Will Facilitate Comparison of Effectiveness and
Student Use (Washington, ZOOZ).

Joint Committee on Taxation, Present Law and Background Relating to

Tax Exemptions and Incentives for H{gber Education (Washington, 2006).

Joint Committee on Taxation, Present Law and Analysis Relating to

Tax Benefits for Ht;gber Education (Washington, 2004).

Other Summaries and Analyses

Batchelder, Lily L., Fred T. Goldberg, Jr., and Peter R. Orszag,
Reforming Tax Incentives into Uniform Rg‘undable Credits (The
Brookings Institution, Washington, 20006).

Burman, Leonard E., Elaine Maag, Peter Orszag, Jeffrey Rohaly,
and John O’Hare, The Distributional Consequences of Federal Assistance
for Higher Education: The Intersection of Tax and Spending Programs
(Urban Institute-Brookings Institution Tax Policy Center,
Washington, 2005).

Choitz, Victoria, Laura Dowd, and Bridget Terry Long, Getting
Serious About Lﬁelong Learning: Improving the Use and Value of the Hope
and Lifetime Learning Tax Credits for Working Adult Students
(FutureWorks, Boston, Mass., 2004).

THE WORKFORCE ALLIANCE

107

The Workforce Alliance is now National Skills Coalition


michellew
Typewritten Text
The Workforce Alliance is now National Skills Coalition



<<
  /ASCII85EncodePages false
  /AllowTransparency false
  /AutoPositionEPSFiles true
  /AutoRotatePages /All
  /Binding /Left
  /CalGrayProfile (Dot Gain 20%)
  /CalRGBProfile (sRGB IEC61966-2.1)
  /CalCMYKProfile (U.S. Web Coated \050SWOP\051 v2)
  /sRGBProfile (sRGB IEC61966-2.1)
  /CannotEmbedFontPolicy /Warning
  /CompatibilityLevel 1.4
  /CompressObjects /Tags
  /CompressPages true
  /ConvertImagesToIndexed true
  /PassThroughJPEGImages true
  /CreateJDFFile false
  /CreateJobTicket false
  /DefaultRenderingIntent /Default
  /DetectBlends true
  /ColorConversionStrategy /LeaveColorUnchanged
  /DoThumbnails false
  /EmbedAllFonts true
  /EmbedJobOptions true
  /DSCReportingLevel 0
  /SyntheticBoldness 1.00
  /EmitDSCWarnings false
  /EndPage -1
  /ImageMemory 1048576
  /LockDistillerParams false
  /MaxSubsetPct 100
  /Optimize true
  /OPM 1
  /ParseDSCComments true
  /ParseDSCCommentsForDocInfo true
  /PreserveCopyPage true
  /PreserveEPSInfo true
  /PreserveHalftoneInfo false
  /PreserveOPIComments false
  /PreserveOverprintSettings true
  /StartPage 1
  /SubsetFonts true
  /TransferFunctionInfo /Apply
  /UCRandBGInfo /Preserve
  /UsePrologue false
  /ColorSettingsFile ()
  /AlwaysEmbed [ true
  ]
  /NeverEmbed [ true
  ]
  /AntiAliasColorImages false
  /DownsampleColorImages true
  /ColorImageDownsampleType /Bicubic
  /ColorImageResolution 300
  /ColorImageDepth -1
  /ColorImageDownsampleThreshold 1.50000
  /EncodeColorImages true
  /ColorImageFilter /DCTEncode
  /AutoFilterColorImages true
  /ColorImageAutoFilterStrategy /JPEG
  /ColorACSImageDict <<
    /QFactor 0.15
    /HSamples [1 1 1 1] /VSamples [1 1 1 1]
  >>
  /ColorImageDict <<
    /QFactor 0.15
    /HSamples [1 1 1 1] /VSamples [1 1 1 1]
  >>
  /JPEG2000ColorACSImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 30
  >>
  /JPEG2000ColorImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 30
  >>
  /AntiAliasGrayImages false
  /DownsampleGrayImages true
  /GrayImageDownsampleType /Bicubic
  /GrayImageResolution 300
  /GrayImageDepth -1
  /GrayImageDownsampleThreshold 1.50000
  /EncodeGrayImages true
  /GrayImageFilter /DCTEncode
  /AutoFilterGrayImages true
  /GrayImageAutoFilterStrategy /JPEG
  /GrayACSImageDict <<
    /QFactor 0.15
    /HSamples [1 1 1 1] /VSamples [1 1 1 1]
  >>
  /GrayImageDict <<
    /QFactor 0.15
    /HSamples [1 1 1 1] /VSamples [1 1 1 1]
  >>
  /JPEG2000GrayACSImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 30
  >>
  /JPEG2000GrayImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 30
  >>
  /AntiAliasMonoImages false
  /DownsampleMonoImages true
  /MonoImageDownsampleType /Bicubic
  /MonoImageResolution 1200
  /MonoImageDepth -1
  /MonoImageDownsampleThreshold 1.50000
  /EncodeMonoImages true
  /MonoImageFilter /CCITTFaxEncode
  /MonoImageDict <<
    /K -1
  >>
  /AllowPSXObjects false
  /PDFX1aCheck false
  /PDFX3Check false
  /PDFXCompliantPDFOnly false
  /PDFXNoTrimBoxError true
  /PDFXTrimBoxToMediaBoxOffset [
    0.00000
    0.00000
    0.00000
    0.00000
  ]
  /PDFXSetBleedBoxToMediaBox true
  /PDFXBleedBoxToTrimBoxOffset [
    0.00000
    0.00000
    0.00000
    0.00000
  ]
  /PDFXOutputIntentProfile ()
  /PDFXOutputCondition ()
  /PDFXRegistryName (http://www.color.org)
  /PDFXTrapped /Unknown

  /Description <<
    /FRA <>
    /ENU (Use these settings to create PDF documents with higher image resolution for improved printing quality. The PDF documents can be opened with Acrobat and Reader 5.0 and later.)
    /JPN <FEFF3053306e8a2d5b9a306f30019ad889e350cf5ea6753b50cf3092542b308000200050004400460020658766f830924f5c62103059308b3068304d306b4f7f75283057307e30593002537052376642306e753b8cea3092670059279650306b4fdd306430533068304c3067304d307e305930023053306e8a2d5b9a30674f5c62103057305f00200050004400460020658766f8306f0020004100630072006f0062006100740020304a30883073002000520065006100640065007200200035002e003000204ee5964d30678868793a3067304d307e30593002>
    /DEU <>
    /PTB <>
    /DAN <>
    /NLD <>
    /ESP <>
    /SUO <>
    /ITA <>
    /NOR <>
    /SVE <>
  >>
>> setdistillerparams
<<
  /HWResolution [2400 2400]
  /PageSize [612.000 792.000]
>> setpagedevice




