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EXECUTIVE OFFICE OF THE PRESIDENT 
OFFICE OF MANAGEMENT AND BUDGET 

WASHINGTON, D. C. 20503

December 10,1996

MEMORANDUM FOR THE DIRECTOR

FROM:
SUBJECT:

Ken Apfel^^lj^^y^
Hope scholarships and Pell Grants

Should some HOPE savings be moved into Pell Grants?

The HOPE tax credit and the tuition tax deduction cost a total of $42.9 billion over six 
years. $17.8 billion of that is for the deduction, and $25.1 is for the credit. Of the cost of the 
credit, $5.3 billion is for refundability. Refundability was included in order to provide assistance 
to poor students who were not getting Federal student aid. However, there are a number of 
concerns with refundability, including potential fraud, and the monitoring that would be needed 
to prevent it.

Through some simplifications in the tax proposals, we have been able to shave the cost 
by about $2 billion. If refundability is eliminated, that gives us about $7.3 billion over the six 
year period.

The people who are hurt by eliminating refundability are primarily low-income 
independent students who are not now eligible for the Pell Grant. They do not receive Pell 
because the current student aid formula requires them to pay a large share of their educational 
costs once their income exceeds a base of only $3000.

In order to compensate for independent students’ loss of refundability, the $3,000 income 
base could be raised to a level comparable to that used for other types of students. This would 
cost roughly $3-4 billion over five years.

After addressing the independent student problem, more than $3 billion would be 
available to increase the maximum Pell Grant award. This could buy an annual increase of 
perhaps $200. Assuming that the current budget for FY98 could pay for an award of $2900, the 
increase would bring the maximum to $3100. (All of these estimates assume inflationary 
increases in the maximum in the out years).

Income Distribution of Pell Grant awards

In the 1994-5 award year, almost two-thirds of the recipients reported incomes of less 
than $15,001. The majority of these recipients are independent students. In fact, independent 
students are heavily concentrated at this lower income range, because they quickly lose their 
eligibility as their income rises.



Of dependent recipients, only one-fourth report incomes of less than $9,000. Nearly 40% 
of dependent recipients report incomes exceeding $20,000 (less than 14% of independents report 
income exceeding $20,000).

A student’s eligibility does not vary dramatically according to the cost of the school he or 
she attends. Pell Grants provide the foundation of aid: if a student is needy, the grant is 
available. However, it does explain why there are some recipients in the $40-50,000 income 

range.

At the higher income ranges, students are generally not receiving the full amount.
Instead, they are receiving a partial grant.

How far up the income scale will increases reach?

A Pell Grant at the passback level of $2780 reaches into the $30-$40,000 income range 
(almost exclusively dependent students). As the attached table shows, 14.7% of the recipients 
would receive an average grant of $1,125. Only 8% have incomes exceeding $40,000.

As I already noted, after addressing the independent student needs, the remaining savings 
from eliminating refimdability would fund a maximum Pell Grant of perhaps $3100. If 
additional funds are available - for example, if the tax deduction is halved or eliminated - then 
that would buy further increases, though the rise up the income scale would not be dramatic:

“An increase to $3500 brings the number of recipients in the $30-40,000 range up by less 
than two percentage points, to 16.4%. Those over $40,000 receive more of a boost, to 
11.6%. This would cost roughly $7 billion more (over five years) than the $3100 option.

—An increase to $4000 brings the number of recipients in the $30-40,000 range up by 
another 0.6%. Those over $40,000 constitute 14.3% of the recipients. This would cost 
nearly $16 billion (roughly the cost of the tax deduction) more than the $3100 option.

These numbers don’t tell us what percentage of the students in these income groups are being 
served in these scenarios. We are checking to see what data is available.

Pell Grants as an entitlement

Eliminating the refimdability of the tax credit would only be acceptable to the higher 
education community if the increases in the Pell Grant were guaranteed. This would require 
making the Pell Grant an entitlement. This change could probably also free up some room on the 
discretionary spending side.
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EXECUTIVE OFFICE OF THE PRESIDENT 

OFFICE OF MANAGEMENT AND BUDGET 
WASHINGTON, D. C. 20503

December 10,1996

MEMORANDUM FOR THE DIRECTOR

FROM: Ken Apfel^|j^
SUBJECT: Hope scholarships and Pell Grants

Should some HOPE savings be moved into Pell Grants?

The HOPE tax credit and the tuition tax deduction cost a total of $42.9 billion over six 
years. $17.8 billion of that is for the deduction, and $25.1 is for the credit. Of the cost of the 
credit, $5.3 billion is for refundability. Refundability was included in order to provide assistance 
to poor students who were not getting Federal student aid. However, there are a number of 
concerns with refundability, including potential fraud, and the monitoring that would be needed 
to prevent it.

Through some simplifications in the tax proposals, we have been able to shave the cost 
by about $2 billion. If refundability is eliminated, that gives us about $7.3 billion over the six 
year period.

The people who are hurt by eliminating refundability are primarily low-income 
independent students who are not now eligible for the Pell Grant. They do not receive Pell 
because the current student aid formula requires them to pay a large share of their educational 
costs once their income exceeds a base of only $3000.

In order to compensate for independent students’ loss of refundability, the $3,000 income 
base could be raised to a level comparable to that used for other types of students. This would 
cost roughly $3-4 billion over five years.

After addressing the independent student problem, more than $3 billion would be 
available to increase the maximum Pell Grant award. This could buy an annual increase of 
perhaps $200. Assuming that the current budget for FY98 could pay for an award of $2900, the 
increase would bring the maximum to $3100. (All of these estimates assume inflationary 
increases in the maximum in the out years).

Income Distribution of Pell Grant awards

In the 1994-5 award year, almost two-thirds of the recipients reported incomes of less 
than $15,001. The majority of these recipients are independent students. In fact, independent 
students are heavily concentrated at this lower income range, because they quickly lose their 
eligibility as their income rises.
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Of dependent recipients, only one-fourth report incomes of less than $9,000. Nearly 40% 

of dependent recipients report incomes exceeding $20,000 (less than 14% of independents report 
income exceeding $20,000).

A student’s eligibility does not vary dramatically according to the cost of the school he or 
she attends. Pell Grants provide the foundation of aid: if a student is needy, the grant is 
available. However, it does explain why there are some recipients in the $40-50,000 income 

range.

At the higher income ranges, students are generally not receiving the full amount.
Instead, they are receiving a partial grant.

How far up the income scale will increases reach?

A Pell Grant at the passback level of $2780 reaches into the $30-$40,000 income range 
(almost exclusively dependent students). As the attached table shows, 14.7% of the recipients 
would receive an average grant of $1,125. Only 8% have incomes exceeding $40,000.

As I already noted, after addressing the independent student needs, the remaining savings 
fi-om eliminating reftmdability would ftmd a maximum Pell Grant of perhaps $3100. If 
additional funds are available - for example, if the tax deduction is halved or eliminated - then 
that would buy further increases, though the rise up the income scale would not be dramatic:

—An increase to $3500 brings the number of recipients in the $30-40,000 range up by less 
than two percentage points, to 16.4%. Those over $40,000 receive more of a boost, to 
11.6%. This would cost roughly $7 billion more (over five years) than the $3100 option.

—An increase to $4000 brings the number of recipients in the $30-40,000 range up by 
another 0.6%. Those over $40,000 constitute 14.3% of the recipients. This would cost 
nearly $16 billion (roughly the cost of the tax deduction) more than the $3100 option.

These numbers don’t tell us what percentage of the students in these income groups are being 
served in these scenarios. We are checking to see what data is available.

Pell Grants as an entitlement

Eliminating the refundability of the tax credit would only be acceptable to the higher 
education community if the increases in the Pell Grant were guaranteed. This would require 
making the Pell Grant an entitlement. This change could probably also free up some room on the 
discretionary spending side.



HOPE Scholarships and Pell Grants

Tax credit/deduction cost $42.9 billion 1997-2002, $32.3 billion 1998-2002 (start date 
not decided).

Cost can be reduced by $1.5 billion in 1998-2002 through simplifications that are 
essential to reducing paperwork and the extreme complexity of the original proposal.

$4 billion of the cost is for refundability, which is essential to reaching poor students 
(particularly independent students now ineligible for the Pell Grant). Treasury 
concerned that refundability adds to potential for fraud.

Refundability can be eliminated if comparable benefits are provided to the poorest 
students in another way - through Pell Grants.

If refundability is eliminated and simplification is adopted, savings would total $5.5 
billion 1998-2002.

Bringing low-income independent students into Pell

• Refundability can be eliminated only if those who would have benefited are brought into 
the Pell Grant system.

• Independent students can be brought into the Pell Grant system at a cost of about $4 
billion over five years, which addresses the bulk of the refundability benefits issue.

Using “prospective income” for dislocated worker Pell Grant eligibility

• Some dislocated workers are shut out of the Pell Grant system because their prior year 
income — used to determine financial aid eligibility — is too high.

• Current law allows colleges to give dislocated workers special consideration, using 
projected current-year income to determine eligibility. But dislocated workers do not 
know that they can ask, and colleges need not cooperate.

• Requiring the use of projected current-year income for dislocated workers would cost 
roughly an additional $1 billion over five years.

Opening Pell to non-degree, non-certificate students

• Pell Grants are only available to students in degree or certificate programs.

• Eligibility could be expanded for other students (for example, a worker being trained how 
to use a particular computer program).



• Rough estimates suggest a cost in the range of $5 billion over five years, which is not 
affordable through Hope savings. These students are eligible for JTPA, which will, if 
more independent students are made eligible for Pell, be freed up to better serve this 
population because of the migration of the other students to Pell.

Increasing the Pell Grant maximum

• After spending $5 billion total over 1998-2002 to bring independent students into the Pell 
Grant program and to figure dislocated worker income on a current-year basis, there is 
$500 million of the savings (over five years) still available for other purposes.

• The remaining savings could buy an increase in the Pell Grant maximum of perhaps $35 
in FY98 with inflationary increases in the out years.

• If the “prospective income” change (costing $1 billion over five years) was not made, 
there would be a total of $1.5 billion available, which would pay for a $100 increase in 
the Pell Grant maximum (with inflation increases in the out years).

Making Pell Grants an entitlement

• The “fix” for independent students and an increase in the Pell Grant would help address 
the concerns of some in the higher education community about the Hope proposal.

• In reducing tax benefits, the fix will only be viewed as credible by the higher education 
community if the Pell Grant is turned into an entitlement, giving the program the same 
importance and permanence as Hope.

• Creating a new entitlement would be controversial and would be seen as encouraging 
higher spending over time.

• While the Pell Grant increases outlined above would be PAYGO offset by reductions in 
HOPE, the increase in mandatory spending represented by moving the current Pell Grant 
program would be offset by reducing the discretionary caps. While 0MB has supported 
the reduction of discretionary spending caps as an offset for PAYGO, CBO and the 
Budget Committees have not.
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Plications of options:
fp^PAD Recommendation) Under the 3-percent maximum-award increase policy, the additional BA over the 1997 enacted 

^r^Z/sestimated at $2,317 million for FY2002.

Option 2: (ED Request) Under the annual $100 maximum-award increase policy, the additional BA over the 1997 enacted level is 

estimated at $2,555 million for FY2002.

Option 3: (Mechanical Target) Under the 3-percent BA increase policy, the additional BA needed over the 1997 enacted level is 

estimated at $957 million for FY2002.

Outyear Policy Comparisons

Enacted
FY1997 FY1998 FY1999 FY2000 FY2001 FY2002

PAD Recommendation at Target (3 percent annual increase in maximum award)
BA (in millions) 5,919
Maximum Award 2,700
Recipients (in thousands) 3,759

6,677
2,780
3,830

7,045
2,863
3,927

7,415
2,949
4,025

7,815
3,037
4,133

8,236
3,128
4,243

Mechanical Target (3 percent BA increase) 
BA (in millions) 5,919
Maximum Award 2,700
Recipients (in thousands) 3,759

6,108
2,590
^30

6,292
2,610
3,790

ED Request (annual $ 100 increase in maximum award)
BA (in millions) 5,919 6,735 # 7,160
Maximum Award 2,700 2,800 2,900
Recipients (in thousands) 3,759 3,839 3,943

6,481
2,645
3,862

7,579
3,000
4,054

6.675
2.675 
3,935

8,021
3,100
4,166

6,876
2,705
4.001

u

8,474
3,200
4,277

RECOMMENDATION:

Option 1; $6,677 million. (PAD Recommendation at Target) Taking into account the current budgetary constraints and various 
types of discretionary and (existing and proposed) mandatory programs to support postsecondary education, PAD recommends 
continuing the President’s announced policy of setting the FY1998 Pell grant maximum award level at $2,780.

r- f



HOPE/PELL Policy Options
5-vear n998-2002') estimates tbillions'l

V ✓

Tax credit/deduction: IS32.3

Simplification: -1.5
Eliminate refundability: -4.0

Net Cost: 27.8

Tax savings available: 5.5

Options for tax savings:

Pell independent student fix to -

offset loss of refundability: ^

Pell prospective income accounting
change to allow more dislocated
workers to use Pell: 1.0

Increase Pell Grant maximum $35 .5

Increase Pell Grant maximum $100 1.5



HOPE Scholarships and Pell Grants

Tax credit/deduction cost $42.9 billion 1997-2002, $32.3 billion 1998-2002 (start date 
not decided).

Cost can be reduced by $1.5 billion in 1998-2002 through simplifications that are 
essential to reducing paperwork and the extreme complexity of the original proposal.

$4 billion of the cost is for refimdability, which is essential to reaching poor students 
(particularly independent students now ineligible for the Pell Grant). Treasury 
concerned that refimdability adds to potential for fraud.

Refimdability can be eliminated if comparable benefits are provided to the poorest 
students in another way - through Pell Grants.

If refimdability is eliminated and simplification is adopted, savings would total $5.5 
billion 1998-2002.

Bringing low-income independent students into Pell

• Refimdability can be eliminated only if those who would have benefited are brought into 
the Pell Grant system.

• Independent students can be brought into the Pell Grant system at a cost of about $4 
billion over five years, which addresses the bulk of the refimdability benefits issue.

Using “prospective ineome” for dislocated worker Pell Grant eligibility

• Some dislocated workers are shut out of the Pell Grant system because their prior year 
income - used to determine financial aid eligibility - is too high.

• Current law allows colleges to give dislocated workers special consideration, using 
projected current-year income to determine eligibility. But dislocated workers do not 
know that they can ask, and colleges need not cooperate.

• Requiring the use of projected current-year income for dislocated workers would cost 
roughly an additional $ 1 billion over five years.

Opening Pell to non-degree, non-certificate students

• Pell Grants are only available to students in degree or certificate programs.

• Eligibility could be expanded for other students (for example, a worker being trained how 
to use a particular computer program).



• Rough estimates suggest a cost in the range of $5 billion over five years, which is not 
affordable through Hope savings. These students are eligible for JTPA, which will, if 
more independent students are made eligible for Pell, be freed up to better serve this 
population because of the migration of the other students to Pell.

Increasing the Pell Grant maximum

• After spending $5 billion total over 1998-2002 to bring independent students into the Pell 
Grant program and to figure dislocated worker income on a current-year basis, there is 
$500 million of the savings (over five years) still available for other purposes.

• The remaining savings could buy an increase in the Pell Grant maximum of perhaps $35 
in FY98 with inflationary increases in the out years.

• If the “prospective income” change (costing $1 billion over five years) was not made, 
there would be a total of $1.5 billion available, which would pay for a $100 increase in 
the Pell Grant maximum (with inflation increases in the out years).

Making Pell Grants an entitlement

• The “fix” for independent students and an increase in the Pell Grant would help address 
the concerns of some in the higher education community about the Hope proposal.

• In reducing tax benefits, the fix will only be viewed as credible by the higher education 
# community if the Pell Grant is turned into an entitlement, giving the program the same

importance and permanence as Hope.

• Creating a new entitlement would be controversial and would be seen as encouraging 
higher spending over time.

• While the Pell Grant increases outlined above would be PAYGO offset by reductions in 
HOPE, the increase in mandatory spending represented by moving the current Pell Grant 
program would be offset by reducing the discretionary caps. While 0MB has supported 
the reduction of discretionary spending caps as an offset for PAYGO, CBO and the 
Budget Committees have not.



Year Cost at $3,000Max Cost at $4,500 Max
1998 7,370 11,786 4416
1999 7,469 11,988 4519
2000 7,579 12,136 4557
2001 7,698 12,255 4557
2002 7,817 12,270 4453
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Credit-Current Parameters Credit—Simplified Parameters

Maximum $1500 credit per academic year for full­
time enrollment (e.g., for two semesters, or three 
quarters), maximum $750 credit per academic year 
for at least half-time enrollment, maximum $3000 
lifetime.

Maximum $1500 credit per calendar year 
(regardless of whether enrolled half-time or full­
time). Credit available twice in student’s lifetime.

Taxpayer must choose between a credit or 
deduction for each academic period. Can claim both 
a deduction and a credit for the same student in the 

same year.

Taxpayer who is.eligibie-te-«laiih ^he credit for a 
student cannot claim a deductiorfforThe student.

Credit available to parent if student eligible to be 
claimed as dependent. Otherwise available to 
student.

Same

Credit is phased out for MAGI of between $80,000 
and $100,000

Same

Credit is only available for tuition paid during 
taxable year for an academic period during which 
the student is enrolled least half-time in a degree or 
certificate program in the taxable year or beginning 
in the first three months of the next taxable year

Credit is available for any tuition paid during taxable 
year if the student is enrblled at least half-time in a 
degree or certificate program for any academic 
period in current taxable year or beginning in first 
three months of next taxable year (provided tuition 
paid in current taxable year)

Credit is available only for tuition paid for academic 
periods before completion of second post-secondary 
year of education.

Credit is available for any tuition paid during taxable 
year in which student is enrolled in one of first two 
years of post-secondary education).

Maximum credit is reduced by federal grants Same

Amount of credit limited to tuition and required fees 
actually paid (e.g., less all grants and scholarships)

Same

Must earn B- GPA in 13th year to qualify for credit 
in 14th year.

Must obtain a B- GPA for all post-secondary course 
work begun in prior years ^

Must not have felony drug conviction Same j



Deduction—Current Parameters Deduction—Simplified Parameters

Maximum $10,000 deduction per family per year. Same

Deduction limited to tuition and required fees 
actually paid (e.g., less all grants and scholarships).

Same

To claim the deduction, the student must be enrolled 
at least half-time in a degree or certificate program 
or taking course to improve job skills.

Deduction is available for any tuition paid during 
taxable year if the student is enrolled at least half­
time in a degree or certificate program for any 
academic period in current taxable year or beginning 
in first three months of next taxable year (provided 
tuition paid in current taxable year), or taking 
course to improve job .skills

Deduction available to parent if student eligible to 
be claimed as dependent. Otherwise available to 
student.

Same

Credit is phased out for MAGI of between $80,000 
and $100,000

Same



Form 1099 HE 1999

Name of institution EIN

Taxpayer's Social Security Number

Name
Address /^^udent will have to^^ 

C supply SSN to institution

Student's Name (if different from taxpayer's). 

Student's Social Security Number________

1 Payments of tuition and required fees during 1999 by, or on behalf of, student from 
sources other than grants or scholarships or employers for semester etc beginning 
in 1999 or the first three months of 2000.

$

2 Check box if any line 1 payments were for a semester, etc., during which student was 
enrolled at least half-time in the first or second academic year of post-secondary 
education that was part of a degree or certificate program

3 Check box if student completed two academic years of post-secondary education prior 
to enrollment in the first academic period covered by this 1099 HE.

If the line 3 box is checked, the remainder of this form need not be completed.

4 Check box if student completed one academic year of post-secondary education prior 
to enrollment in any course of instruction for which a line 1 payment was made.

5 Federal grants allocable to semester(s), etc., for which line 1 payments were made.

$
H (I

6 The lesser of line 1 or $1,500 minus line 5.

$



Instructions for Form 1099 HE

1 Payments made from the proceeds of loans are included in line 1. Payments made by 
employers are excluded to the extent they are excluded from the employee's income. 
All grants and scholarships are treated as payment first for tuition and required fees, 
even if nominally designated for another purpose, e.g., room and board. Exempt 
Savings Bond interest is treated as a grant.

2 Pell and SEOG grants are included in line 5. Payments for v^ork study are not included 
If a single payment from a federal grant is made for academic periods for which line 1 
payments were made and other academic periods, the federal grant must be 
appropriately allocated to the periods for which line 1 payments were made.

Instructions for this1099 \ 
will have to be based 
on detailed IRS guidance 
regarding definition of 
terms and addressing unusual 
circumstances



Page 1 Taxpayer name Taxpayer Social Security Number

Schedule HE-C Tax Credits for Higher Education

Use this schedule for calculating allowable credits for the payment of tuition and required fees for the first two years of post-secondary education 
for the taxpayer, the taxpayer's spouse, and any person claimed as a dependent by the taxpayer. If a credit may be claimed with respect to any 
individual student, no deduction for higher education expenses may be claimed with respect to that student by any taxpayer. Credits may not be 
claimed in more than two taxable years with respect to any individual student. Credits are not allowed for taxpayers with modified adjusted gross 
income of more than $100,000 on a joint return or $70,000 on a single or head of household return. Credits are not allowed on the returns of 
rriarried persons filing separately or for students who are non-resident aliens or certain drug felons. No student may claim a credit on a return if 
the student is claimed as a dependent on the return of any other person. All claims for credits must be supported by Form 1099 HE(s) attached 
to this schedule. A credit may be claimed for an individual student only if the line 2 box is checked on at least one Form 1099 HE for 1999 If 
the line 3 box is checked, no credit may be claimed. If the line 4 box on any 1099 HE is checked, or if this is the second year for which a credit is 
being claimed for a student, the student must have earned a B- grade average (2.75 on a 4 point scale), or the equivalent thereof, with respect 
to education at post-secondary institutions completed prior to any academic period for which a credit is claimed on this Schedule; evidence 
thereof must be maintained in the taxpayer's records.

1 First student's name
Name of institution supplying 1099 HE

Social Security number
Institution's EIN

ab'

d Enter the sum of lines a, b, and c. 
e Enter the lesser of line d or $1,500 

2 Second student's name
Name of institution supplying 1099 HE

Social Security number 
Institution's EIN

1099 HE line 6 amount
$_._______
$_,_______
$_,_______

$ ,

a
b_
c
d Enter the sum of lines a, b, and c. 
e Enter the lesser of line d or $1,500 

3 Third student's name
Name of institution supplying 1099 HE

Social Security number_
Institution's EIN

ab\
c
d Enter the sum of lines a, b, and c. 
e Enter the lesser of line d or $1,500 

4 Fourth student's name

a
b_
c

Name of institution supplying 1099 HE
Social Security number 

Institution's EIN"

1099 HE line 6 amount
$_ ,_______
$_ ,_______
$_ ,_______

$_,__

1099 HE line 6 amount
$_._______
$_._______
$__________

$ ,

d Enter the sum of lines a, b, and c. 
e Enter the lesser of line d or $1,500 

5 Potential credit. Enter the sum of 1e, 2e, 3e, and 4e.

1099 HE line 6 amount
$_,_______
$_,_______
$_._______

$ ,



Page 2

Schedule HE-C Tax Credits for Higher Education

Application of phase-out ratio

6 Adjusted gross income (from line xx, Form 1040)
7 Income excluded by reason of sections 911,931, and 933 (see instructions)
8 Modified adjusted gross income: add lines 6 and 7

$
$
$

If your line 8 amount is $50,000 or less ($80,000 or less for a joint return), enter the amount on line 5 on line yy of your Form 1040 and do 
not complete the rest of this page.

If your line 8 amount is $70,000 or more ($100,000 or more for a joint return), you are ineligible for any credit calculated on this Schedule 
HE-C or any deduction calculated on Schedule HE-D.

9 Phase-out ratio
(a) Line 8 amount minus $50,000 (80,000 for joint returns)
(b) Divide (a) by $20,000 and enter. If greater than 1.00 no credit may be claimed.

10 Enter amount from line 5.
11 Multiply line 10 amount by line 9 (b) phase-out ratio.
12 Allowable credit: Subtract line 11 from line 10 and enter on line yy of your Form 1040.

$
$
$



Page 1 Taxpayer name Taxpayer Social Security Number.

Schedule HE-D Deductions for Higher Education

Use this schedule for calculating allowable deductions for the payment of tuition and required fees for any period of post-secondary

fexpenses of students for whom a credit may be claimed. All claims for deductions must be

checking the appropriate box on lines 1-4. No deduction may be claimed with 
respect to line 1 amounts on any Form 1099 HE which has been used by the taxpayer or any other person to claim a credit using Schedule

education 
is job/skill 
related

-4099+IE4ine

1 First student's name
Name of institution supplying 1099 HE

a______________ _______________
b
c ____________________________

2 Second student's name

_ Social Security number 
Institution's EIN

Name of institution supplying 1099 HE 
a
b_______________________________
c

3 Third student's name

Social Security number
Institution's EIN

Name of institution supplying 1099 HE 
a 
b 
c

4 Fourth student's name

_ Social Security number 
Institution's EIN

Name of institution supplying 1099 HE
a
b_
c

__  Social Security number
Institution's EIN

5 Enter the sum of all amounts from lines 1 - 4.
6 Potential deduction; Enter the lesser of line 5 amount or $10,000. $

$



Page 2

Schedule HE-D Deductions for Higher Education

Application of phase-out ratio

7 Adjusted gross income (from line xx. Form 1040)
8 Income excluded by reason of sections 911,931, and 933 (see instructions)
9 Modified adjusted gross income; add lines 6 and 7

$
$_
$

If your line 9 amount is $50,000 or less ($80,000 or less for a joint return), enter the amount on line 6 on line zz of your Form 1040 and do 
not complete the rest of this page.

If your line 9 amount is $70,000 or more ($100,000 or more for a joint return), you are ineligible for any deduction calculated on this 
Schedule HE-D or any credit calculated on Schedule HE-C.

10 Phase-out ratio
(a) Line 9 amount minus $50,000 (80,000 for joint returns)
(b) Divide (a) by $20,000 and enter. If greater than 1.00 no deduction may be claimed.

11 Enter amount from line 6.
12 Multiply line 11 amount by line 10 (b) phase-out ratio.
13 Allowable deduction: Subtract line 12 from line 11 and enter on line zz of your Form 1040.

$
$
$



Higher education tax credit/deduction: other modifications to consider

1. Eliminate refimdability, put savings into a higher mandatory Pell Grant (also could improve 
Pell Grant eligibility for independent students).

Improvements that cost money:

2. Restore tax deduction for student loan interest (part of Republican plan, also in Democratic 
platform).

3. Allow up to $500 in required costs (books, etc.) on top of tuition and fees.

4. Reduce the current dollar-for-dollar offset of the credit by federal grants.

5. Verifying GPA: self-reporting is preferred by interest groups.

Possible offsetting savings:

6. Deduction: turn it into a 15% credit. This would reduce cost and make it less regressive.

7. Offset the deduction by any student loan amounts (good proposal in combination with #2).

8. Limit deduction to undergraduate education.



Analysis of Simplifications of the HOPE Scholarship Proposal

Some of major implementation difficulties stem from four basic features of the current 
HOPE proposal. This paper describes the four features and related problems and offers possible 
solutions.

Feature 1: The current proposal provides a maximum $1,500 credit per academic year for 
full-time enrollment and maximum $750 credit per academic year for at least half-time 
enrollment, up to a maximum $3.000 credit in student’s lifetime.

Problem: Relatively complex calculations are necessary to come up with the appropriate 
credit, because the student must take into account his enrollment status (e.g., full-time vs. 
half-time) in each academic term during the taxable year.

Example A: Jane was eru-olled full-time in the 1995 fall semester as a first-time 
freshman; and continued to be enrolled full-time in the 1996 spring and fall semesters. 
Under the current proposal, if Jane paid tuition for the 1996 spring semester in December 
1995, Jane would be eligible for the $1,500 credit in the 1995 taxable year. But if Jane 
paid tuition for the 1996 spring semester in January 1996, Jane could claim only the $750 
credit in the 1995 taxable year. In the 1996 taxable year, she could claim the $1,500 
credit for tuition paid for the 1996 spring and fall semesters - $750 for the second 
semester of her freshman year and $750 for the first semester of her sophomore year.

Example B: Joe completed his first year of postsecondary education in this way: in the 
1994 fall semester, he was em-olled half-time; in the 1995 spring semester he did not go 
to school and instead he worked; in the 1995 fall semester, he went back to school half­
time; and in the 1996 spring semester, he was enrolled full-time. Under the current 
proposal, Joe would be eligible to claim up to $375 for fall 1994, $0 for spring 1995,
$375 for fall 1995, and $750 for spring 1996 (totaling $1,500 for his 13th year of 
education).

Solution: Provide the credit on a calendar-vear basis, regardless of enrollment status, and 
make it available twice in a student’s lifetime.

Examples A & B: Under the modified proposal, both Jane and Joe now could claim the 
$1,500 credit in any one or two years they were enrolled at school at least half-time. But 
after claiming a credit twice, they would not get any additional tax credit in their lifetime. 
This means that if Joe claims $1,500 in 1994 and 1995, then he would not be eligible to 
claim any tax credit in 1996 or in future years — not even for his second year of 
postsecondary education.

Analysis

Advantage:
• Reduces credit-calculation and record-keeping burdens on taxpayers.



It
Considerations:
• Provides students with less incentive to persist or complete full first year.
• Some students will get less benefit (e.g., part-time at low-cost institution); some will 

get more (e.g., part-time at higher cost school).

Feature 2: Under the eurrent proposal, the credit is available for tuition paid during the 
taxable year for any academic period during which the student is enrolled at least half-time 
in a degree or certiflcate program in the taxable year or beginning in the first three months 
of the next taxable year.

Problem: Again, relatively complex calculations are necessary to come up with the 
appropriate credit for the current taxable year (as opposed to the academic year), because the 
student must take into account his enrollment status in each academic term during the taxable 

year.

Example: Ann started her first year of college in this way: in the 1996 spring semester 
she was enrolled half-time, and in the fall semester she took only one course. Under the 
current proposal, Ann would be eligible for only 25 percent of the $1,500 credit for the 
spring semester, because the full credit is for full-time full-year attendance; for the fall 
semester, since she did not meet the “at-least” half-time requirement, she would be 
eligible for no credit.

Solution: Make the credit available for any tuition paid during taxable year if the student is 
enrolled at least half-time in a degree or certificate program for anv academic period in the 
current taxable year or beginning in first three months of next taxable year.

Example: Under the modified proposal, Ann’s credit would be based on total tuition she 
paid for both semesters (including tuition paid for one course in the fall semester), since 
she was enrolled half-time at least for a semester in 1996. Alternatively, Ann could wait 
and claim the maximum $1,500 credit in some future years when she goes to school full­
time and has higher tuition expenditures than in 1996.

Analysis:

Advantage:
• Reduces credit-calculation and record-keeping burdens.

Consideration:
• Allows student to attend less-than-half-time for most of the year and still get the 

credit.



DE
Feature 3: The current proposal allows taxpayers to choose between a credit or deduction 
for each academic period of the first two years of postsecondary education. Also, students 
are allowed to claim both a credit and a deduction for the same calendar year. (For 
example, a student who claims a credit for her sophomore spring semester will have to switch to 
a deduction for her first semester of junior year the following fall.)

Problem: Taxpayers have to do long, complex calculations to figure out whether credit or 
deduction is more advantageous for each academic term. If a taxpayer has more than one 
child at college, the taxpayer need to do such calculations for each child. It is also very likely 
that many taxpayers will not understand how to switch from a credit to a deduction in the 
same year and will calculate their tax benefits incorrectly.

Example: In the 1994 fall semester, John attended a local community college as a first­
time freshman; in the 1995 spring semester, he transferred to a private college. Under the 
current proposal, John’s parents may choose a credit for fall 1994 since the community 
college tuition was relatively inexpensive, but may decide to claim a deduction for spring 
1995 since they paid much more tuition.

Solution: Prohibit taxpayers who are eligible to claim a credit from also claiming a 
deduction for the same student for the same tax year.

Example: John’s parents would now have to claim a credit for both fall 1994 and spring 
1995.

Analysis:

Advantages:
• Makes it easier for IRS to administer.
• Reduces error-prone calculations.

Consideration:
• Makes high-income families and students attending expensive schools worse off than 

the current proposal.

Feature 4: Under the current proposal, student must earn B- GPA in 13th year to qualify 
for credit in 14th year.

Problem: All three parties - student, school(s), and IRS ~ must keep track of when the 
student completes her 13th year and what the student’s cumulative GPA in the 13th year is.

Example: Janet started was enrolled full-time in the 1995 fall semester as a first-time 
freshman; and continued to be enrolled full-time in the 1996 spring and fall semesters. 
Under the current proposal, Jane has to prove or attest that she earned a B- GPA in the 
1995 fall and 1996 spring semesters to be eligible for a credit for tuition paid for the 1996



jor-K

fall semester.

Solution: Require student to obtain a B- GPA for all postsecondarv course work begun in 
prior years.

Example: Under the modified proposal, if Janet claims a credit in 1995, she has to prove 
or attest that she had a B- GPA in the 1995 fall semester; and if she claims her second 
credit in 1996, she has to prove or attest that she had a B- GPA from the 1995 fall 
semester to the 1996 fall semester.

Analysis

Advantage:
• Makes taxpayers easier to figure out the grade requirement.

Consideration:
• Grade requirement won’t necessarily conform to the first full year of college.



Higher education tax credit/deduction: other modiflcations to consider

1. Eliminate refundability, put savings into a higher mandatory Pell Grant (also eould improve 
Pell Grant eligibility for independent students).

Improvements that cost money:

2. Restore tax deduction for student loan interest (part of Republican plan, also in Democratic 
platform).

3. Allow up to $500 in required costs (books, etc.) on top of tuition and fees.

4. Reduce the current dollar-for-dollar offset of the credit by federal grants.

5. Verifying GPA: self-reporting is preferred by interest groups.

Possible offsetting savings:

6. Deduction: turn it into a 15% credit. This would reduce cost and make it less regressive.

7. Offset the deduction by any student loan amounts (good proposal in combination with #2).

8. Limit deduction to undergraduate education.
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Hope questions:

How to address LATE Pell Grants (how often does it happen now?). 

What privacy issues to address? (OIRA) Buckley amendment?



i ' Robert M. Shireman
i ’ 12/08/96 08:47:33 PM

Record Type: Record

To:

cc:
Subject: HOPE meeting

Here's a preview of today's meeting, and my thoughts for next steps.

1. SIMPLIFICATION. I sat down with Treasury and ED and we hammered out the details of the 
simplified credit that I outlined at the last meeting. In discussions with the cost estimator, we do 
not anticipate any cost problem (Toder told me the estimate will be done for the meeting). In 
addition. Treasury will bring a side-by-side comparison of the current parameters of the tax credit 
and the simplified parameters, as well as new mock tax forms. Aromie has done a more detailed 
analysis which we will bring.

2. DISTRIBUTION OF THE CREDIT. Treasury provided some numbers, though the details are still 
sketchy. Refundability primarily goes to independent students with income under $15-20,000. 
These are people who I would have thought should be getting Pell Grants. But I'm becoming 
convinced that we screwed them over in the '92 formula changes. This may also explain why 
dislocated workers aren't getting Pell Grants.

I think we will find that the idea of increasing Pell Grants (with perhaps a formula change to help 
independent students) could allow us to eliminate refundability of the tax credit without hurting 
poor students. (If it is done in the context of making Pell Grants an entitlement).

There are other ways we could satisfy some of the "poor students" concerns. Below I've listed 
some approaches, and some offsetting savings that we could consider. I'll bring this to the 
meeting in case we want to distribute it for discussion.

Higher education tax credit/deduction: other modiHcations to consider

1. Eliminate refundability, put savings into a higher mandatory Pell Grant (also could improve 
Pell Grant eligibility for independent students).

Improvements that cost money:

2. Restore tax deduction for student loan interest (part of Republican plan, also in Democratic 
platform).

3. Allow up to $500 in required costs (books, etc.) on top of tuition and fees.

4. Reduce the current dollar-for-dollar offset of the credit by federal grants.



5. Verifying GPA: self-reporting is preferred by interest groups.

Possible offsetting savings:

6. Deduction: turn it into a 15% credit. This would reduce cost and make it less regressive.

7. Offset the deduction by any student loan amounts (good proposal in combination with #2).

8. Limit deduction to undergraduate education.



Current Location of and RcporHng Frequency for Information Needed to Calculate the 
'Simplified’’Scholarship Tax Credit and Middle-Class Bill of Rights Tax Deduction

The follotving information items are required with 
respect to each tax/calcndar year during which a student was 
erjolled. The table indicates the current location of each item 
(that is, the potential reporting entity) and the entity that would 

receive the information.

It must be noted that in order to ensure an acceptable 
level of taxpayer compliance, postscconcary institutions will be 
responsible to report small sets of individual-level data to the 

IRS and the student.

In the table below, annual reporting means that the IRS 
would receive a single taps or other machine-readable formatted 
data from an institution at the time appropriate to ensure 
effective ccmpliance (most likely in January or February 
following tlie close of the tax/calendar year). The annual

institution-provided information would include student-level 
data for any enfollmeiit during the tax year. ED could funnel 
data from institutions to the IRS.

The "Simplified" HOPE Scholarship policy would be to 
provide a maximum $1,500 tax credit for the first Uvo years of 
postseconda.-y education, irrespective of attendance intensity 
That is, the credit is available twice in a student’s lifetime. The 
credit would be available for any out-of-pocket tuition expenses 
incurred during the lax/calendar year if the student were enrolled 
at least half-time in a degree or certificate program for any 
academic period in that tax year or beginning within the first 
three months of tie following tax year. This "Simplified” 
approach would also ceny eligibility for the deduction to any 
student who is otherwise eligible for the credit.

Required for Current Locatioii Reported Annually to

Information Item Credit Deduct. (Reported by)

Name and SSN of students) Yes Yes Institution, ED' IRS'

Name and SSN of taxpayer(s) Yes Yea NONE IRS^

Name anc EIN of institution(3) attended Yes Yes ED, Institution^ IRS*

Net tuitio.T/fees paid (i.e. less grants, refunds etc.) Yes Yej Institution,^ student IRS*

Federal grant aid Yes No ED,^ Institution, stadem IRS*

Attendance status (at least half-time at any time) Yes No Institution, ED^ studem IRS*



Year in school (13" or 14"' year of education) Ye& No Institution, student IRS^

Eligible jM-ogram Yes Yes Institution, student^ IRS^

Skill acquisition course No Yes Institution, student^ Taxpayer

Grade point average Yes No Institution, staden:* Taxpayer

Drug-free certification Yes No Student, ED* Taxpayer

Non-resident alien Yes No ED IRS

Prior year allowable tax credits Yes No IRS

• Student-reported information, while readily available, may be unreliable.
• ED’S program databases arc not currently conf gured to facilitate tax (calendar) year reporting.
• ED’s existing sur/ey (e.g. NPSAS) architecture might be expanded to collect student-ievel data at institutions (i.e. information noted 

in the table as currently located at institutions).

1 Titit; IV Federal financial aid applicants only.
2. Information reported (o the IRS v^ould also be reported to the taxpayer via a 10^9-like form.
3 ED would annually provide a list of eligible bstitutions to IRS. Institutions could provide their EIN to heir students.
4 Assumes institution is aware of all private aid sources. I-islitiilion may be unaware of insurance reimbursemeots.
5 Pell grant recipients only.
6 If properly informed by institution.

ED/OPE
December 6, 1996
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From: Kenneth S. Apfel on 11/19/96 08:47:17 AM

Record Type: Record

To: Barry White/OMB/EOP, Robert M. Shireman/OMB/EOP

cc:
Subject: TEXT TO SEND 0MB WHEN THEY CALL 

fyi
Forwarded by Kenneth S. Apfel/OMB/EOP on 11/19/96 08:47 AM

ElmendorfE @ aascu.nche.edu
11/18/96 08:22:00 PM

Record Type: Record

To:

cc:

Kenneth S. Apfel

Subject: TEXT TO SEND 0MB WHEN THEY CALL

per our phone conversation, will set up time with Debbie to meet after 
Thanksgiving..../ed

Date: 11/18/1996 06:56 pm (Monday)
From: Edward Elmendorf

To: ELMENDORFE
Subject: TEXT TO SEND 0MB WHEN THEY CALL 

Tax Expenditures for Higher Education 

Background

The President (and virtually all Democratic candidates) ran on an 
education platform that included three items:

#Hope# scholarships#This initiative calls for the creation of a 
refundable tax credit of up to $1,500 for those in first year of 
postsecondary education, which would be renewed for the second year if 
the student gets a #B# average and stays #drug-free.# The tax credit would 
be phased out for single filers between $50,000 and $70,000 of income 
and for joint filers between $70,000 and $90,000 of income. While the 
income phase-out adds a certain degree of progressivity to the plan, the 
fact that federal grant aid is #netted# against the tax credit#i.e., there is a 
dollar-for-dollar reduction in the tax credit for every dollar of Pell or SEOG 
received by a student#channels the benefits delivered by this proposal 
away from the needy.

Tax deductibility of up to $10,000 of tuition and fees#This proposal 
modifies the #Middle Class Bill of Rights,# which AASCU (unlike ACE and 
NAICU) refused to endorse. The sole difference here is that the income



phase-out has been lowered to that of the Hope scholarship initiative 
mentioned above. This plan continues to be regressive, is biased toward 
high-tuition institutions, and does even less for the needy than does the 
Hope initiative

Expanded use of IRAs#This would allow flexible use of IRAs for 
payment of college expenses. This feature is also popular with 
Republicans, and was one of Senator Dole#s two higher education 
proposals during the presidential campaign. This is a proposal that makes 
both political and policy sense, and that we should be able to endorse 
quite enthusiastically. I would argue that it also has the highest probability 
of enactment, and that we should attempt to work with the administration 
and congress to expand and improve it in as many ways as possible. The 
Dole campaign also endorsed the restoration of student loan interest 

-deductibility, which we can also support enthusiastically.

Discussion

The President will vigorously pursue the enactment of the package 
described above. It is, however, unlikely that the GOP-controlled congress 
would give him his tax package intact, and probably only those provisions 
that^Republicans can claim credit for cab realistically_e^ected:to:pass. As 
of now, the only such area of overlap is the expanded uses of IRAs. In 
any case, the administration would have to have the vocal and enthusiastic 
support of all of higher education for its package to stand a chance. I 
would suggest the following as the comprehensive enumeration of what it 
should take for AASCU to jump on the bandwagon:

1- Hope scholarships should be modified in a manner that would 
provide significant benefit for the needy as well as the 
#middle-income.# Middle-income, in American politics anyway, appears 
to describe a state of mind than an economic fact. Median family income 
in the U.S. continues to hover below $40,000 per year, and a proposal like 
Hope scholarships that provides almost no subsidies to those below 
$20,000, and channels most of its aggregate subsidies to those in the 
$40,000 to $80,000 of income, can only be labeled #middle-income# 
through stretching the truth. Potential modifications could include a - 
variety of possible changes already put forth by AASCU, including 
adjustments to how various forms of aid are netted against the tax credit. 
Short of this, I would strongly argue against AASCU#s endorsement of the 
plan, because it does nothing for access directly, and jeopardizes it 
indirectly by putting tuition costs under additional inflationary pressures. 
The application of the #B# grade cut-off is disturbing in both policy and 
p^^ational terms^Why is the second-year refundable tax credit, which 
may, at least in theory, provide some benefit to the needy subject to a 
GPAj^gquilgment, when the tax deduction, which is even more regressive, 
doesnot ha^ a similar criterion for its expenditure of subsidies for the 
unlimited rubber of years that it is available to upper-income families? 
Afso,Jhe implementation of a GPA requirement will be operationally 
difficult and costly for both schools and the Internal Revenue Service, and 
add to the anxieties of taxpayers,who,wilLhave to contemplate being 
audited by the IRS for their children#s grades.

In addition to the two basic policy issues a broad range of operational



issues need to be settled. The extent and scope of implementation 
burdens on schools, and question of timing of the tax credit^te. 
important factors in any finaldicision to supporTtheinitiative.

2- Tax deductibility of tuition and fees is an idea we could support 
only if it is offered as a part of a package that includes other, more 
appropriate tax subsidies. A lower deductibility maximum would be more 
acceptable to us if instead of tuition and fees, all educa^onal expenses 
were to be tax deductible. Even without such a change, thougFT, we coufd^ 
lukewarmly support this provision if it is intrinsically packaged with other 
provisions that constitute good public policy.

3- Expanded Use of IRAs would be an indispensable component of 
a good tax package for us. There are many details to be worked out 
here, but the concept of using the tax code to promote savings and enable 
#real# middle-income Americans to save for their children's education is a 
sound one.

4- Deductibility of the student loan interest payments should be 
restored. The 1986 Tax Reform Act#s elimination of this deductibility was 
a mistake that ought to be corrected. If future generations of college 
graduates are going to be saddled with heavy college debt burdens, the 
least the federal government can do would be to make sure that the cost of 
borrowing is tax deductible. In many ways, from an economic policy point 
of view, this is a more effective manner of implementing the idea that 
individual educational expenditures are analogous to capital investment for 
businesses. The idea of writing off a large portion of the cost of education 
up-front is an alternative manner of implementing this same idea, but the 
former option has the following obvious advantages:

It is non-inflationary
It goes to the people who borrowed, which automatically targets it 

away from those who have the ability to just write a check
It goes to the people who borrowed at a point when they have 

income, instead of going to their parents
It does not impose any administrative burdens on schools, and is 

much easier for the IRS to run.

5- The combined effects of all of the above and Section 127 should 
be carefully worked out. In the absence of legislative language on tax 
deductibility, it is difficult to decide what changes, if any, would be 
appropriate for Section 127, the employee educational benefits provision 
currently in effect on a temporary basis. It is possible that tax deductibility 
would render 127 unnecessary, though 127 does provide theoretical#but 
probably very limited#benefits outside the upper end of the new income 
range for the tax deductibility proposal. The 104th Congress, in extending 
127, limited it to undergraduate costs only, and tax deductibility, at least in 
this sense, is more expansive. On the hand, 127 does not have any 
income ceiling, and is thus a more broadly available benefit that 
deductibility as proposed. These and other issues should be worked out 
by the community, the administration, and congress before any 
endorsements are issued.

6- The administration must include in any package its promised



tax-exemption of the unpaid amounts owed by borrowers in the 
income-contingent repayment option who receive forgiveness after 25 
years of repayment. The administration offered language to the 104th 
congress, but did not vigorously lobby for passage. It should fulfill its 
promise as part of any comprehensive tax package.

Conclusion

AASCU should take the broader policy position of asking for a package 
that, in its totality, does more good than harm. Obviously, a final decision 
as to whether we can mobilize on behalf of any package will depend on 
which items from our ideal wish-list end up being included. To this extent, I 
would disagree with Terry#s declaration in his memo to Stan that #we are 
agreed that we should support the Administration's plans.# We can only 
support the sudden availability of $42.5 billion of tax expenditures, and 
attempt to channel these new resources toward higher education. As they 
stand in outline, however, the administration#s plans do not support higher 
education, they provide a windfall to upper-income families, who happen 
to have kids in college, who will not spend a dime more on higher 
education, unless schools hike their tuitions.
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AMERICAN COUNCL ON EDUCATION
Division of Governmeniul IXteluiiunM

MEMORANDUN

To: Bob SNreman
Office of Management and Budget

From: Terry Harlle

cc; Jaa^ine Kirtg

Date: November 20,1996

Building on what I think was a productive meeting with Ken and Bary, I have Incluted a lid of 
technicat and analytic questions on the U«ion tax deduction and Hope Scholarsliip piuputiaiB (see 
attachki).

In addition to technic^ questions. I think there are a number of broader pulivy cjuestions that have to 
be addressed. From where I sit, this hasto do wfth not only making good polk;/ but crafting a piopoeal 
that al types of colleges can support. Of course, the most glaring issue is llie BAcluston of tow income 
students from the programs. AASCU has completed an analysis (see alladied) wtiich shovw that the 
vast majority of the siPsidy in me tax deduction \MII accrue to ^udenls with adjusted gross family 
incomes of $50,000 or more. We have already dscussed the piubiem of netting the Hope 
Scholaifihjp against the Fell Grant.

Because of the difference In tuition charges and family Income profiles of studonla in various typos of 
institutions, these proposals -• as currently structured set ip a situation in which private Inefitutione 
are mush nnore likely to benefit Hian publics. Under this scenario. U may be vory difficult for the 
community to come up with a conaei isus opinion. Without such a consensus, it aoemc to rr» that the 
likelihood of congressional support is greatty diminished. 1 am very happy to work with you, ae well as 
the relevant staff in Tteasuiy and ED, to produce a package that the entire higher education 
community can suppmi.

As you work tlnough this list, please feel free to follow up with either myeelf or Jot King in my office. 
She has recently joll red ACE as director of federal policy enalysic. Her dired line is 939-9354.

One Duponr Urcle, 'Washingron, D C 20006-1193 (202)909-9050 
FAX ;202) 000-4702
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TuHion Twc Daduction/Hop« Schoiarahlp (Tax Cradtt)

1. Tha most basic quastion at this point Is who Is the authoritative source of informatior on the 
program at this time? Who Is designing the legislation?

2. Who is doing the cost estimation? What assumptions went into developing the cost eatimates for 
the program? What, if any. assumptions were matte ^ut changes in behavior by students and 
instilLitions. such as irwreased enroilmeri, price Increaaes, or grade Wlation? Can we take these 
quedions directly to whoever Is doing this work?

3. Its our inderstancfing that the tax deduction Is •above the line." That is, it is an ‘adjustment to 
income,” such as the IKA deduction, that towers ACal. There must be significan impricattons of 
thifi adjustment for the results of need analysis and the distnpution of Title IV aid. What are these 
effects?

4. What qualifies for the deduction, total tuition charged or tuition paid net student aid? If the tatter, 
are loana and work-atudy netted ogoinet the deduction? What about ctatc aid or privato 
acholarah^?

5. Are the institutional and student aligihility reqi jimmsnts for both programs the same as for Title IV 
siudentald?

6. For how many years can one daim the deduction? Do gractaale and fltd professionai students 
qualify?

7. What are the oitsets against the Hope Scholarship? What are the cost impHcations at eliminattag 
any offsets? CcxM savings from changing the design of the tax deduction feasibly pay for 
elimination or orrs^s In Hope?

0. How would the benefits of the credit and deduction be efistributed ocrooc the income scale?

n. What arn tha mat ImpHnatlnna of the R average requirement? What percent of Hope recipients 
Ho ymi predid wmiU IrwA fheir banafits in thair sophomore year?

10. What documentation would be required of tax filers to prove either tuition charges or a B 
average? Would institutions be required to provide documentation of studerrt grades or accounts 
to the IRS? (Its our understanding that, under the child care deduction, rto documentation is 
required of filers or child care providers.}

11. It Institutions provide information on studeri grades and accounts to the IRS, how would this 
interact with the bkicKiey Amendmenr/'

12. How would part-time and less-than part-time students be handled in terms of grade reporting? 
When would the grade requirement “kick in - after one academic year or after aophomoie 
standing is achieved?*

13. Many etudente transfer after their first year (especially at rommnnity collefjfi^) or “stop out* anrf 
resume their aoademb earners after several years at a rlifferant institution. How would grade and 
student account retorting requirements be liaiKlIed for tliese students?

14. Individuals can be audited for at least seven years. Most inslSulions do not ke^ account records 
fa that long. If institirtions v 
they be required to maintain i
fa that long. If institirtions were to provide account documentation to the IRS. how loig would

I records?

15. We assume that the 1040CZ form would be changed so that students ooulO claim Ifie tax credit. 
If not, how vwTUld students be made aware that they have to file a tong form?



Analysis of Tuition Tax Deductibility: Dependent Undergraduates
Unmet Need Compared with The Targettng of Tax Subsidies in tne Public 4-year Sectoi^
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^ Barry White
12/07/96 12:43:09 PM

Record Type: Record

To: Robert M. Shireman/OMB/EOP

cc:
Subject: roschwalb

He called to moan about HOPE. He has been unable to get any insight from David or Maureen 
about design issues/progress and despaired of doing so. He fears that Treasury will run over 
Education and do dire (unspecified) things.

He reports that while institution presidents are quite positive on HOPE, the 1 dupont crowd remains 
quite negative. He hopes there will be a moment in time when he and his ilk get to talk about the 
issues and possible solutions with someone, before the design is locked in and sent to Congress.

I told him that neither ED nor Treasury is in control here, the WH and 0MB are. (oddly, this made 
him feel a bit better).

I said we were working most at what we see as the biggest issues, the interaction with Pell (he 
isn't all that much interested in impact on poor folk), and administerability (which he applauded). 
But his biggest worry is the b- average. He uses the "b- at MIT vs. b- at Podunk" argument.

In your work on HOPE, I think you should be formulating with ED a grade point average position 
something like "b- or an equivalent determination by the school based on a methodology developed 
in accord with guidelines of and approved in advance by, the Secretary of Education, under which 
not more than X% of the 1st year students in the school would qualify." "X" would be set at the 
same percentage which ED's records say students with that grade or above represent of the 
national postsecondary student population (they had this data last summer, which was used for 
costing), but the % for a given school could be varied upon a showing by the school of an objective 
basis for doing so which the Secretary accepts.

This gives us the ability to tout b- average, but also the flex the schools are looking for.

Thoughts?

You should also be proposing to Ken/Gene a strategy for the consultation sessions. I think they 
should be held on a tripartite basis, with you in the middle, between ED and Treasury. That way, 
you can referee some, but more imporantly, can keep things in pespective and bring back objective 
assessmetns of what the groups are after and whether their ideas have merit. Thoughts on this?

By the way, which is his organization?
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■M''

Credit—Current Parameters Credit—Simplified Parameters
Maximum $1500 credit per academic year for full­
time enrollment (e.g., for two semesters, or four 
quarters), maximum $750 credit per academic year 
for at least half-time enrollment, majfimnm $3000 
lifetime.

Maximum $ 1500 credit per calendar year 
(regardless of whether enrolled half-time or full- 
time). Credit available twice in student’s lifetime.

^,lf cHI (io/f

Taxpayer must choose between a credit or 
deduction for each academic period. Can claim 
both a deduction and a credit for the same student 
in the same year.

Taxpayer must choose between claiming the credit 
or the deduclion-fer the student fbr^.tiKjible; year, 
regaKfiess of the academic periods'^[Siniplified\ 
^mative: taxpayer who is eligible to claim the\ "' 
credit for a student cannot claim a deduction for the 
student.] j

Credit available to parent if student eligible to be 
= >claimed as dependent. Otherwise available to , ■
'' student, ''V'

Same

1 •

Credit is phased out for MAGI of between $80,000 
and $100,000

Same

Credit is only available for tuition paid during 
taxable year for an academic period diuing which 
the student is enrolled least half-time in a degree or 
certificate program in the taxable year or beginning 
in the first three months of the next taxable year.

Credit is available for any tuition paid during 
taxable year if the student is enrolled at least half- 
time in a degree or certificate program 
academic period in ctirrent taxable year or
beginning in first three montlis of next taxable year 
(provided tuition paid in current taxable year)

Credit is available only for tuition paid for 
academic periods before completion of second post- 
secondaiy year of education.

Credit is available for any tuition paid during 
taxable year in which student is enrolled in one of 
first two years of post-secondary education.

Maximum credit is reduced by federal grants. Same
Amount ot credit limited to tuition and required 
fees actually paid (e.g., less all grants and . 
scholarships). ^ '

Same

Must earn B- GPA in 13th year to qualify for credit 
in 14th year.

'^[Must obtain a B- GPA for all post-secondary ‘
course work begun in prior years] - or^^[rm^ 

^bbtaiatra B- 5EA-fbr-all-eoUrses beginning in first 
year in wliich credit claimed to qualify for second 
year’s credit]

Must not have felony drug conviction Same

. ■<
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Deduction—Current Parameters Deduction—Simplified Parameters
Maximum $10,000 deduction per family per year. Same
Deduction limited to tuition and required fees 
actually paid (c.g., less all grants and scholarships).

Same

To claim the deduction, the smdent must be 
enrolled at least half-time in a degree or certificate 
program or taking course to improve job skills.

Deduction is available for any tuition paid during 
taxable year tfjhe^udemjs enrolled at least half- 
time in a degree or certificate program for any 
academic period in current taxable year or 
beginning in first three months of next taxable year 
(provided tuition paid in current taxable veaWr^iT''
for any course to in^rdv^ol3“slcills,

Deduction available to parent if student eligible to 
be claimed as dependent. Otherwise available to 
student.

Same

Credit is phased out for MAGI of between $80,000 
and $100,000

Same



Form 1099 HE 1999

Name of institution EIN

Taxpayer's Social Security Number

Name
Address Student will hayejo. 

supply SSN|^ institutior

Student's Name (if different from taxpayer's)_ 

Student's Social Security Number________

1 Payments of tuition and required fees during 1999 by, or on behalf of, student from 
sources other than grants or scholarships^or employers for semester, etc., beginning 
in 1999 orTheTirstThree months of 20007""^

$

2 Check box if any line 1 payments were for a semester, etc., during which student was 
enrolled at least half-time in the first or second academic year of post-secondary 
education that was part of a degree or certificate program.

3 Check box if student completed two academic years of post-secondary education prior 
to enrollment in the first academic period covered by this 1099 HE.

If the line 3 box is checked, the remainder of this form need not be completed.

4 Check box if student completed one academic year of post-secondary education prior 
to enrollment in any course of instruction for which a line 1 payment was made.

5 Federal grants allocable to semester(s),kc., for which line 1 payments were made.

$_.

6 The lesser of line 1 or $1,500 minus line 5.

$



Instructions for Form 1099 HE

1 Payments made from the proceeds of loans are included in line 1. Payments made by 
employers are excluded to the extent they are excluded from the employee's income. 
All grants and scholarships are treated as payment first for tuition and required fees, 
even if nominally designated for another purpose, e.g., room and board. Exempt 
Savings Bond interest is treated as a grant.

2 Pell and SEOG grants are included irv line 5. Payments for work study are not included 
If a single payment from a federal grant is made for academic periods for which line 1 
payments were made and other academic periods, the federal grant must be 
appropriately allocated to the periods for which line 1 payments were made.

/Instructions for thislO^v 

will have to be based 
on detailed IRS guidance 
regarding definition of 

V terms and addressing uni^ual 
'circumstances /



Page 1 Taxpayer name. Taxpayer Social Security Number.

Schedule HE-C Tax Credits for Higher Education

Use this schedule for calculating allowable credits for the payment of tuition and required fees for the first two years of post-secondary educatio 
for the taxpayer, the taxpayer’s spouse, and any person claimed as a dependent by the taxpayer. If a credit is claimed with respect to any 
individual student, no deduction can be claimed with respect to that student by any taxpayer. Credits may not be claimed in more than two 
taxable years with respect to any individual student. Credits are not allowed for taxpayers with modified adjusted gross income of more than 
$100,000 on a joint return or $70,000 on a single or head of household return. Credits are not allowed on the returns of married persons filing 
separately or for students who are non-resident aliens or certain drug felons. No student may claim a credit on a return if the student is eligible 
to be claimed as a dependent on the return of any other person. All claims for credits must be supported by Form 1099 ) attached to this 
schedule. A credit may be claimed for an individual student only if the line 2 box is checked on at least one Form 1099 HE for 1999. If the 
line 3 box is checked, no credit may be claimed. If the line 4 box on any 1099 HE is checked, or if this is the second year for which a credit is 
being claimed for a student, the student must have earned a B- grade average (2.75 on a 4 point scale), or the equivalent thereof, during the 
student's first year of post-secondary education and evidence thereof must be maintained in the taxpayer's records.

1 First student's name
Name of institution supplying 1099 HE 

a 
b 
c
d Enter the sum of lines a, b, and c. 
e Enter the lesser of line d or $1,500 

2 Second student's name_____________

Social Security number.
Institution's EIN

Name of institution supplying 1099 HE 
a 
b 
c
d Enter the sum of lines a, b, and c. 
e Enter the lesser of line d or $1,500 

3 Third student's name_____________

Social Security number _ 
Institution's EIN

Name of institution supplying 1099 HE
a_______________________________
b_______________________________
c
d Enter the sum of lines a, b, and c. 
e Enter the lesser of line d or $1,500 

4 Fourth student's name____

Social Security number.
Institution's EIN

Name of institution supplying 1099 HE
Social Security number.

Institution's EIN
a.b‘

c
d Enter the sum of lines a, b, and c. 
e Enter the lesser of line d or $1,500 

5 Potential credit. Enter the sum of 1e, 2e, 3e, and 4e.

1099 HE line 6 amount
$__________
$_,_______
$_,_______

$_._______
$________

1099 HE line 6 amount
$__________
$__________
$_,_______

._______$__________

1099 HE line 6 amount
$__________
$_._______
$__________

$_,_______
$_._______

1099 HE line 6 amount
$__________
$_,_______
$_._______

$__________
$_._______
$ .



Page 2

Schedule HE-C Tax Credits for Higher Education

Application of phase-out ratio

6 Adjusted gross income (from line xx, Form 1040)
7 Income excluded by reason of sections 911, 931, and 933 (see instructions)
8 Modified adjusted gross income: add lines 6 and 7

$_
$_
$_

If your line 8 amount is $50,000 or less ($80,000 or less for a joint return), enter the amount on line 5 on line yy of your Form 1040 and do 
not complete the rest of this page.

If your line 8 amount is $70,000 or more ($100,000 or more for a joint return), you are ineligible for any credit calculated on this Schedule 
HE-C or any deduction calculated on Schedule HE-D.

9 Phase-out ratio
(a) Line 8 amount minus $50,000 (80,000 for joint returns)
(b) Divide (a) by $20,000 and enter. If greater than 1.00 no credit may be claimed.

10 Enter amount from line 5.
11 Multiply line 10 amount by line 9 (b) phase-out ratio.
12 Allowable credit: Subtract line 11 from line 10 and enter on line yy of your Form 1040.

$_._______

$__________
$__________



Page 1 Taxpayer name. Taxpayer Social Security Number.

Schedule HE-0 Deductions for Higher Education

Use this schedule for calculating allowable deductions for the payment of tuition and required fees for any period of post-secondary 
education for the taxpayer, the taxpayer’s spouse, and any person claimed as a dependent by the taxpayer. Deductions are not allowed for 
taxpayers with adjusted gross income of more than $100,000 on a joint return or $70,000 on a single or head of household return. 
Deductions are not allowed on the returns of married persons filing separately or for students who are non-resident aliens or certain drug 
felons. No student may claim a deduction on a return if the student is eligible to be claimed as a dependent on the return of any other 
person. All claims for deductions must be supported by Form 1099 HE(s) attached to this schedule. Generally, no deduction with respect 
to an individual student may be claimed unless the box on line 2 of at least one Form 1099 HE for that student has been checked by the 
issuing institution. If the line 2 box has not been checked, a deduction can only be claimed if the education is related to the student's job or 
enhances the student’s employment-related skills and the taxpayer so indicated by checking the appropriate box on lines 1-4. No 
deduction may be claimed with respect to line 1 amounts on any Form 1099 HE which has been used by the taxpayer or any other person to 
claim a credit using Schedule HE - C.

Check if 
education 
is job/skill 
related

Amounts from 
1099 HE linel

1 First student's name Social Security number
Name of institution supplying 1099 HE Institution's EIN

a $__________
b
c $-----------------

2 Second student's name Social Security number
Name of institution supplying 1099 HE Institution’s EIN

a $
b $ .
c

1 
1

1 
1

1 
1

)J

3 Third student's name Social Security number
Name of institution supplying 1099 HE Institution’s EIN

a $_,_
b $
c $_,_______

4 Fourth student’s name Social Security number
Name of institution supplying 1099 HE Institution’s EIN

a $
b $
c $

6 Potential deduction: Enter the lesser of line 5 amount or $10,000.



Page 2

Schedule HE-D Deductions for Higher Education

Application of phase-out ratio

7 Adjusted gross income (from line xx, Form 1040)
8 Income excluded by reason of sections 911, 931, and 933 (see instructions)
9 Modified adjusted gross income: add lines 6 and 7

$_
$_
$_

If your line 9 amount is $50,000 or less ($80,000 or less for a joint return), enter the amount on line 6 on line zz of your Form 1040 and do 
not complete the rest of this page.

If your line 9 amount is $70,000 or more ($100,000 or more for a joint return), you are ineligible for any deduction calculated on this 
Schedule HE-D or any credit calculated on Schedule HE-C.

10 Phase-out ratio
(a) Line 9 amount minus $50,000 (80,000 for joint returns)
(b) Divide (a) by $20,000 and enter. If greater than 1.00 no deduction may be claimed.

11 Enter amount from line 6.
12 Multiply line 11 amount by line 10 (b) phase-out ratio.
13 Allowable deduction: Subtract line 12 from line 11 and enter on line zz of your Form 1040.

$_,_______

$__________
$__________



Distribution of Students Enroiied in Postsecondary Education institutions by Federal Benefit Received, Total
Income, and Dependency Status

Bienefit received (proper Pell)

TotalDependency
None

Tax
benefit only

Tax 
benefit 

and Pell Pell only
uepenaent under $iu,uuu 50,75/

9.8
159,^6r

31.0
117,394

22.7
188,287

36.5
516,205

100.0
$10,000 to $19,999 76,685

9.3
324,115

39.4
165,270

20.1
257,496

31.3
823,566

100.0
$20,000 to $29,999 66,715

7.1
519,285

55.4
197,862

21.1
152,756

16.3
936,618

100.0
$30,000 to $39,999 82,299

7.2
903,503

78.7
106,774

9.3
55,612

4.8
1,148,1,88

100.0
$40,000 to $49,999 92,270

6.4
1,274,718

88.9
49,050

3.4
17,987

1.3
1,434,025

100.0
$50,000 to $59,999 78,029

6.3
1,146,024

92.2
14,445

1.2
4,800

.4
1,243,298

100.0
$60,000 to $69,999 111,107

12.7
759,131

86.7
3,827

.4
1,334

.2
875,399

100.0
$70,000 to $79,999 53,920

13.7
338,652

85.9
736

2
1,146

.3
394,454

100.0
$80,000 to $99,999 149,626

32.7
306,422

66.9
1,157

.3
782

.2
457,987

100.0
$100,000 and More 586,867

99.8
948

.2
587,815

100.0
Total 1,348,275

16.0
5,731.617

68.1
656,515

7.8
681,148

8.1
8,417,555

100.0
Independent Under$10,000 251,917

9.3
1,038,008

38.3
579,239

21.4
837,756

30.9
2,706,920

100.0
$10,000 to $19,999 289,068

11.4
1,706,822

67.5
241,005

9.5
291,882

11.5
2,528,777

100.0
$20,000 to $29,999 327,111

14.7
1,653,828

74.5
114,991

5.2
123,413

5.6
2,219,343

100.0
$30,000 to $39,999 267,796

15.4
1,403,996

80.9
35,895

2.1
26,980

1.6
1,734,667 

100.0
$40,000 to $49,999 160,271

13.2
1,041,689

85.7
8,367

.7
5,530

.5
1,215,857

100.0
$50,000 to $59,999 91,593

15.0
517,846 

84 6
1,972

.3
1,034

.2
612,445

100.0
$60,000 to $69,999 62,263

15.9
327.784

83.5
574

.1
1,947

.5
392,568

100.0
$70,000 to $79,999 27,556

11.6
209,970

88.2
233

.1
242

.1
238,001

100.0
$80,000 to $99,999 56,191

25.7
161,913

74.0
279

.1
305

.1
218,688

100.0
$100,000 and More 122,009

99.6
545

.4
122,554

100.0
Total 1,655,775

13.8
8,061,856

67.2
982,555

8.2
1,289,634

10.8
11,989,820

100.0

Distribution of Dependent Plus Independent Students Enrolled in Postsecondary Education Institutions
by Federal Benefit Received and Total Income

TotalNone
Tax

benefit only

Tax 
benefit 

and Pell Pell only
under $iu,uuu 302,674

9.4
1,197,7V5

37.2
696,633

21.6
1,026,043

31.8
3,223,125

100.0
$10,000 to $19,999 365,753

10.9
2,030,937

60.6
406,275

12.1
549,378

16.4
3,352,343

100.0
$20,000 to $29,999 393,826

12.5
2,173,113

68.9
312,853

9.9
276,169

8.8
3,155,961

100.0
$30,000 to $39,999 350,095

12.1
2,307,499

80.0
142,669

4.9
82,592

2.9
2,882,855

100.0
$40,000 to $49,999 252,541

9.5
2,316,407

87.4
57,417

2.2
23,517

.9
2,649,882

100.0
$50,000 to $59,999 169,622

9.1
1,663,870

89.7
16,417

.9
5,834

.3
1,855,743

100.0
$60,000 to $69,999 173,370

13.7
1,086,915

85.7
4,401

.3
3,281

.3
1,267,967

100.0
$70,000 to $79,999 81,476

12.9
548,622

86.7
969

.2
1,388

.2
632,455

100.0
$80,000 to $99,999 205,817

30.4
468,335

69.2
1,436

.2
1,087

.2
676,675

100.0
$100,000 and More 708,876

99.8
1,493

.2
710,369

100.0
Total 3,004,050

14.7
13,793,473

67.6
1,639,070

8.0
1,970,782

9.7
20,407,375

100.0
Table Caption



'Ti KA'^

Dependency
status

Benefit received (proper Pell)

TotalNone
Tax

benefit only

Tax 
benefit 

and Pell Pell only
Dependent under :t>i u.uuu 18,465 102,260 100,111 155,344 376,180

4.9 27.2 26.6 41.3 100.0
$10,000 to $19,999 33,613 169,104 144,406 201,064 548,187

6.1 30.8 26.3 36.7 100.0
$20,000 to $29,999 42,842 304,287 174,929 128,599 650,657

6.6 46.8 26.9 19.8 100.0
$30,000 to $39,999 51,179 587,129 94,679 44,916 777,903

6.6 75.5 12.2 5.8 100.0
$40,000 to $49,999 62,434 750,957 43,627 14,985 872,003

7.2 86.1 5.0 1.7 100.0
$50,000 to $59,999 57,324 858,867 14,003 3,747 933,941

6.1 92.0 1.5 .4 100.0
$60,000 to $69,999 86,508 587,077 3,827 838 678,250

128 866 .6 .1 100.0
$70,000 to $79,999 41,699 278,097 446 360 320,602

13.0 86.7 .1 .1 100.0
$80,000 to $99,999 116,156 235,608 534 484 352,782

32.9 66.8 .2 .1 100.0
$100,000 and More 463,167 948 464,115

99.8 .2 100.0
Total 973,387 3,873,386 576,562 551,285 5,974,620

16.3 64.8 9.7 9.2 100.0
Independent Under$10,000 133,070 532,535 456,635 589,110 1,711,350

7.8 31.1 26.7 34.4 100.0
$10,000 to $19,999 134,650 590,689 169,708 153,588 1,048,635

12.8 56.3 16.2 14.6 100.0
$20,000 to $29,999 88,634 362,503 68,981 64,689 584,807

15.2 62.0 11.8 11,1 100.0
$30,000 to $39,999 51,830 282,370 22,551 15,557 372,308

13.9 75.8 6.1 4.2 100.0
$40,000 to $49,999 22,344 172,149 6,890 2,574 203,957

11.0 84.4 3.4 1.3 100,0
$50,000 to $59,999 14,736 87,081 1,114 550 103,481

14.2 84.2 1.1 .5 100.0
$60,000 to $69,999 6,717 51,371 1,161 59,249

11.3 86.7 2.0 100.0
$70,000 to $79,999 4,579 28,151 242 32,972

13.9 85.4 .7 100.0
$80,000 to $99,999 9,884 30,638 279 249 41,050

24.1 74.6 .7 .6 100.0
$100,000 and More 25,726 304 26,030

98.8 1,2 100.0
Total 492,170 2,137,487 726,158 828,024 4,183,839

11.8 51.1 17.4 19.8 100.0

lenefit received (proper Pell)

TotalNone
Tax

benefit only

Tax 
benefit 

and Pell Pell only
unaer $iu,uuu 151,5!i!)

7.3
634,/9t) 

30.4
556,f4tj

26.7
744,454

35.7 100.0 
a am ^

$10,000 to $19,999 168,263
10.5

759,793
47.6

314,114
19.7

354,652
22.2

1,59b,B^4i 
100.0

$20,000 to $29,999 131,476
10.6

666,790
54.0

243,910
19.7

193,288
15.6

1,235,464 
100.0

$30,000 to $39,999 103,009
9.0

869,499
75.6

117,230
10.2

60,473
5.3

1,150,211 
100 0

$40,000 to $49,999 84,778
7.9

923,106
85.8

50,517
4.7

17,559
1.6

1,075,960
100.0

$50,000 to $59,999 72,060
6.9

945,948
91.2

15,117
1.5

4,297
.4

1,037,422
100.0

$60,000 to $69,999 93,225
12.6

638,448
86.6

3,827
.5

1,999
.3

737,499
100.0

$70,000 to $79,999 46,278
13.1

306,248
86.6

446
.1

602
.2

353,574
100.0

$80,000 to $99,999 126,040
32.0

266,246
67.6

813
.2

733
.2

393,832
100.0

$100,000 and More 488,893
99.7

1,252
.3

490,145
100.0

Total 1,465,557
14.4

6,010,873
59.2

1,302,720
12.8

1,379,309
13.6

10.158,459
100.0



Benefit received (proper Pell)

Total
Dependency
status None

Tax
benefit only

Tax 
benefit 

and Pell Pell only
Dependent under 5iiu,uuu 16,242 33,816 12,292 23,308 85,658

19.0 39.5 14.4 27.2 100.0
$10,000 to $19,999 20,953 88,011 13,515 36,965 159,444

13.1 55.2 8.5 23.2 100.0
$20,000 to $29,999 7,695 123,620 15,082 15,652 162,049

4.7 76.3 9.3 9.7 100.0
$30,000 to $39,999 17,537 169,457 8,889 6,798 202,681

8.7 83.6 4.4 3.4 100.0
$40,000 to $49,999 16,292 272,460 3,924 2,085 294,761

5.5 92.4 1.3 .7 100.0
$50,000 to $59,999 10,580 149,958 442 1,053 162,033

6.5 92.5 .3 .6 100.0
$60,000 to $69,999 12,340 90,844 242 103,426

11.9 87.8 .2 100.0
$70,000 to $79,999 6,117 41,665 290 488 48,560

12.6 85.8 .6 1.0 100.0
$80,000 to $99,999 22,893 38,633 192 298 62,016

36.9 62.3 .3 .5 100.0
$100,000 and More 76,269 76,269

100.0 100.0
Total 206,918 1,008,464 54,626 86,889 1,356,897

15.2 74.3 4.0 6.4 100.0
Independent Under$10,000 60,490 226,702 94,033 202,467 583,692

10.4 38.8 16.1 34.7 100.0
$10,000 to $19,999 62,765 458,309 57,788 115,166 694,028

9.0 66.0 8.3 16.6 100.0
$20,000 to $29,999 83,967 446,165 34,811 48,643 613,586

13.7 72.7 5.7 7.9 100.0
$30,000 to $39,999 69,728 343,701 10,561 9,544 433,534

16.1 79.3 2.4 2.2 100.0
$40,000 to $49,999 33,656 253,414 1,477 2,313 290,860

11.6 87.1 .5 .8 100.0
$50,000 to $59,999 20,241 129,517 858 484 151,100

13.4 85.7 .6 .3 100.0
$60,000 to $69,999 10,713 75,510 574 786 87,583

12.2 86.2 .7 .9 100.0
$70,000 to $79,999 7,085 53,754 233 61,072

11.6 88.0 .4 100.0
$80,000 to $99,999 13,091 29,316 56 42,463

30.8 69.0 .1 100.0
$100,000 and More 26,648 241 26,889

99.1 .9 100.0
Total 388,384 2,016,388 200,335 379,700 2,984,807

13.0 67.6 6.7 12.7 100.0

?

TotalNone
Tax

benefit only

Tax 
benefit 

and Pell Pell only
under 5nu,uuu 76,732

11.5
260,5lS 

38.9
106,325

15.9
225,775

33.7
669,350

100.0
$10,000 to $19,999 83,718

9.8
546,320

64.0
71,303

8.4
152,131

17.8
853,472

100.0
$20,000 to $29,999 91,662

11.8
569,785

73.5
49,893

6.4
64,295

8.3
775,635

100.0
$30,000 to $39,999 87,265

13.7
513,158

80.7
19,450

3.1
16,342

2.6
636,215

100.0
$40,000 to $49,999 49,948

8.5
525,874

89.8
5,401

.9
4,398

.8
585,621

100.0
$50,000 to $59,999 30,821

9.8
279,475

89.3
1,300n

.4
1,537

.5
313,133

100.0
$60,000 to $69,999 23,053

12.1
166,354

87.1
574

.3
1,028

.5
191,009

100.0
$70,000 to $79,999 13,202

12.0
95,419

87.0
523

.5
488

.4
109,632

100.0
$80,000 to $99,999 35,984

34.4
67,949

65.0
192

.2
354

.3
104,479

100.0
$100,000 and More 102,917

99.8
241

.2
103,158

100.0
Total 595,302

13.7
3,024,852

69.7
254,961

5.9
466,589

10.7
4,341,704

100.0



I"P 'pAAckI

Dependency
status

Benefit received (proper Pell) 1
None

Tax
benefit only

Tax 
benefit 

and Pell Pell only Total
Dependent Under u.uuu 13,860 21,936 1,U0 5,129 42,095

32.9 52.1 2.8 12.2 100.0
$10,000 to $19,999 19,424 59,195 2,590 10,563 91,772

21.2 64.5 2.8 11,5 100.0
$20,000 to $29,999 13,814 72,364 4,146 5,177 95,501

14.5 75.8 4.3 5.4 100.0
$30,000 to $39,999 9,962 127,435 1,897 2,441 141,735

7.0 89.9 1.3 1.7 100.0
$40,000 to $49,999 9,508 227,312 975 249 238,044

4.0 95.5 .4 .1 100.0
$50,000 to $59,999 7,814 113,007 120,821

6.5 93.5 100.0
$60,000 to $69,999 11,202 71,525 254 82,981

13.5 86.2 .3 100,0
$70,000 to $79,999 5,330 16,788 298 22,416

23.8 74.9 1.3 100.0
$80,000 to $99,999 9,950 25,681 35,631

27.9 72.1 100.0
$100,000 and More 40,180 40,180

100.0 100.0
Total 141,044 735,243 10,778 24,111 911,176

15.5 80.7 1.2 2,6 100.0
Independent Under $10,000 47,511 247,064 11,121 32,430 338,126

14.1 73.1 3.3 9.6 100.0
$10,000 to $19,999 78,971 574,419 6,789 17,148 677,327

11.7 84.8 1.0 2.5 100.0
$20,000 to $29,999 137,175 757,124 8,097 8,784 911,180

15.1 83.1 .9 1.0 100.0
$30,000 to $39,999 128,285 674,803 2,083 700 805,871

15.9 83.7 .3 .1 100.0
$40,000 to $49,999 92,001 534,041 523 626,565

14.7 85.2 .1 100.0
$50,000 to $59,999 49,663 268,369 318,032

15.6 84.4 100.0
$60,000 to $69,999 42,183 176,779 218,962

19.3 80.7 100.0
$70,000 to $79,999 14,290 108,813 123,103

11.6 88.4 100,0
$80,000 to $99,999 28,329 95,389 123,718

22.9 77.1 100.0
$100,000 and More 62,371 62,371

100.0 100.0
Total 680,779 3,436,801 28,090 59,585 4,205,255

16.2 81.7 .7 1.4 100.0

Benefit received (proper Pell)

TotalNone
Tax

benefit only

Tax 
benefit 

and Pell Pell only
under siiu.uuu 61,371

16.1
269,000

70.7
12,291

3.2
37,559

9.9
380,221

100.0
$10,000 to $19,999 98,395

12.8
633,614

82.4
9,379

1.2
27,711

3.6
769,099

100.0
$20,000 to $29,999 150,989

15.0
829,488

82.4
12,243

1.2
13,961

1.4
1,006,681

100.0
$30,000 to $39,999 138,247

14.6
802,238

84.7
3,980

.4
3,141

.3
347,606

100.0
$40,000 to $49,999 101,509

11.7
761,353

88.1
975

.1
772

.1
864,609

100.0
$50,000 to $59,999 57,477

13.1
381,376

86.9
438,853

100.0
$60,000 to $69,999 53,385

17.7
248,304

82.2
254

.1
301,943

100.0
$70,000 to $79,999 19,620

13.5
125,601

86.3
298

.2
145,519

100.0
$80,000 to $99,999 38,279

24.0
121,070

76,0
159,349

100.0
$100,000 and More 102,551

100.0
102,551

100.0
Total 821,823

16.1
4,172,044

81.5
38,868

.8
83,696

1.6
5,116,431

100.0
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i,'

Benefit received (proper Pell)

TotalDependency
None

Tax
benefit only

Tax 
benefit 

and Pell Pell only
Dependent under in u.uuu 197'

4.8
1,533
37.2

1,872
45.4

524
12.7

4,126
100.0

$10,000 to $19,999 260
2.7

6,640
69.4

747
7.8

1,922
20.1

9,569
100.0

$20,000 to $29,999 848
4.2

17,521
85.8

1,424
7.0

631
3.1

20,424
100.0

$30,000 to $39,999 190
1.0

18,291
99.0

18,481
100.0

$40,000 to $49,999 1,997
8.2

22,474
91.8

24,471
100.0

$50,000 to $59,999 412
1.8

22,266
98.2

22,678
100.0

$60,000 to $69,999 262
2.8

9,139
97.2

9,401
100.0

$70,000 to $79,999 1,708
100.0

1,708
100.0

$80,000 to $99,999 475
8.2

5,334
91.8

5,809
100.0

$100,000 and More 6,660
100.0

6,660
100.0

Total 11,301
9.2

104,906
85.1

4,043
3.3

3,077
2.5

123,327
100.0

Independent Under $10,000 4,169
10.3

28,842
71.5

5,263
13.0

2,059
5.1

40,333
100.0

$10,000 to $19,999 9,867
10.8

77,620
84.9

1,768
1.9

2,133
2.3

91,388
100.0

$20,000 to $29,999 15,601
15.3

84,602^

83.0
1,427

1.4
357

.4
101,987

100.0

$30,000 to $39,999 15,143
12.8

102,372
86.7

356
.3

228
.2

118,099
100.0

$40,000 to $49,999 10,953
11.9

81,033
88.0

120
.1

92,106
100.0

$50,000 to $59,999 6,202
16.2

32,005
83.8

38,207
100.0

$60,000 to $69,999 2,650
10.2

23,383
89.8

26,033
100.0

$70,000 to $79,999 1,602
8.6

17,107
91.4

18,709
100.0

$80,000 to $99,999 4,887
42.7

6,570
57.3

11,457
100.0

$100,000 and More 7,191
100.0

7,191
100.0

Total 78,265
14.3

453,534
83.1

8,814
1.6

4,897
.9

545,510
100.0

Crosstabs

Benefit received (proper Pell)

TotalNone
Tax

benefit only

Tax 
benefit 

and Pell Pell only

under $iu,uuu 4,366
9.8

30,375
68.3

7,135
16.0

2,583
5.8 100 0

$10,000 to $19,999 10,127
10.0

84,260
83.5

2,515
2.5

4,055
4.0

100,957
100.0

T20,000 to $29,999 16,449
13.4

102,123
83.4

2,851
2.3

988
.8

122,411
100.0

$30,000 to $39,999 15,333
11.2

120,663
88.3

356
.3

228
.2

136,580
100.0

$40,000 to $49,999 12,950
11.1

103,507
88.8

120
.1

116,577
100.0

$50,000 to $59,999 6,614
10.9

54,271
89.1

60,885
100.0

$60,000 to $69,999 2,912
8.2

32,522
91.8

35,434
100.0

“170,000 to $79,999 1,602
7.8

18,815
92.2

20,417
100.0

$80,000 to $99,999 5,362
31.1

11,904 
68.9

17,266
100.0

$100,000 and More 13,851
100.0

13,851 
100.0

Total 89,566
134

558,440
1 83.5

12,857
1 1.9

7,974
1.2

668,837
100.0

S'



Benefit received (proper Pell)

TotalDependency
status None

Tax
benefit only

Tax 
benefit 

and Pell Pell only
Dependent unaer lO.uuu 1,993

24.5
2'/z
2.7

1,949
23.9

3,982
48.9

8,146
100.0

$10,000 to $19,999 2,435
16.7

1,165
8.0

4,012
27.5

6,982
47.8

14,594
100.0

$20,000 to $29,999 1,516
19.0

1,493
18.7

2,281
28,6

2,697
33.8

7,987
100.0

$30,000 to $39,999 3,431
46.4

1,191
16.1

1,309
17.7

1,457
19.7

7,388
100.0

$40,000 to $49,999 2,039
43,0

1,515
31.9

524
11.0

668
14.1

4,746
100.0

$50,000 to $59,999 1,899
49.6

1,926
50.4

3,825
100.0

$60,000 to $69,999 795
59.3

546
40.7

1,341
100.0

$70,000 to$/9,y99 774
66.3

394
33.7

1,168 
100.0

$80,000 to $99,999 152
8.7

1,166
66.7

431
24.6

1,749 
100.0

$100,000 and More 591
100.0

591
100.0

Total 15,625
30.3

9,618
18.7

10,506
20.4

15,786
30.6

51,535 
100.0

Independent Under 3>iu,u00 6,677
20.0

2,865
8.6

12,187
36.5

11,690 
35.0

33,419
100.0

$10,000 to $19,999 2,815
16.2

5,785
33.2

4,952
28.5

3,847
22.1

17,399
100.0

$20,000 to $29,999 1,734
22.3

3,434
44.1

1,675
21.5

940
12.1

7,783
100.0

$30,000 to $39,999 2,810
57.9

750
15.4

344
7.1

951
19.6

4,855
100.0

$40,000 to $49,999 1,317
55.6

1,052
44.4

2,369
100.0

$50,000 to $59,999 751 
46 2

874
53.8

1,625 
100.0

$60,000 to $69,999 741
100,0

741
100.0

$70,000 to $79,999 2,145
100.0

2,145
100,0

$100,000 and More 73
100.0

73
100.0

Total 16,177
23.0

17,646
25.1

19,158
27.2

17,428
24.8

70,409
100.0

Benefit received (proper Pell)

TotalNone
Tax

benefit only

Tax 
benefit 

and Pell Pell only

under $iu,uOU 8,676
20.9

3,0f5^
7,4

14,136
34.0

1b,6/'2
37.7

41,56b 
100.0

$10,000 to $19,999 5,250
16.4

6,950
21.7

8,964
28.0

10,829
33.8

31,993
100.0

$20,000 to $29,999 3,250
20.6

4,927
31.2

3,956
25.1

3,637
23.1

15,770 
100.0

$30,000 to $39,999 6,241
51.0

1,941
15.9

1,653
13.5

2,408
19.7

12,243
100.0

$40,000 to $49,999 3,356
47.2

2,56^1
36.1

524
7.4

668
9.4

7,11 b 
100.0

$50,000 to $59,999 2,650
48.6

2,800
51.4

5,450
100.0

$60,000 to $69,999 795
38.2

1,287
61.8

2,082
100.0

$70,000 to $79,999 774
234

2,539
76.6

3,313 
100.0

$80,000 to $99,999 152
8,7

1,166
66,7

431
24.6

1,749
100.0

$100,000 and More 664
100.0

664
100.0

Total 31,802
26.1

27,264
22.4

29,664
1 24.3

33,214
27.2

121,944 
100.0



Credit Amt (for eligibles) Pell Amt Received * 
Total Income by 10

Total
Income by
10

Credit Amt 
(for

eligibles)
Pell Amt 
Received

unaer N 477,991 1,719,058
$10,000 Mean 691 1,757
$10,000 to N 708,841 953,930
$19,999 Mean 702 1,563
$20,000 to N 710,777 588,266
$29,999 Mean 685 1,220
$30,000 to N 770,844 224,866
$39,999 Mean 792 965
$40,000 to N 812,505 80,296
$49,999 Mean 805 939
$50,000 to N 545,581 22,205
$59,999 Mean 941 1,098
$60,000 to N 341,404 7,440
$69,999 Mean 1,028 1,235
$70,000 to N 179,609 2,124
$79,999 Mean 972 1,448
$80,000 to N 115,357 2,331
$99,999 Mean 421 1,961
$100,000 N 1,493
and More Mean 1,961
Total N 4,662,909 3,602,009

Mean 787 1,545
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NPSAS Aged Tabs
FR AND SO UNDERGRADUATE STUDENTS WITH POSITIVE CREDIT 

INDEPENDENT NON-JOINT W/0 DEPENDENTS

STUDENTS IN 1000S

(1997 LEVELS OF INCOME)

DEPT DEPT DEPT DEPT INDEPT INDEPTINDEPT INDEPT Refundablity Status
FULL PART OTHER TOTAL FULL PART OTHER TOTAL of student's creditTIME* TIMEG6 TIME'TIME GE

HALF HALF

MISSING 1 0 0 1

LESS THAN $5,000 68 21 0 89 All

$5,000 - $10,000 75 32 0 106 Most
$10,000-$15,000 84 78 0 162 Some

$15,000 - $20,000 98 83 0 181 none
$20,000 PLUS 182 283 0 465 none

TOTAL 508 497 0 1005

FR AND SO UNDERGRADUATE STUDENTS WITH POSITIVE CREDIT 
INDEPENDENT JOINT W/0 DEPENDENTS 

STUB IS 1991 FAMILY INCOME * 1.229 
STUDENTS IN 1000S

(1997 LEVELS OF INCOME)

DEPT DEPT DEPT DEPT INDEPT INDEPT INDEPT INDEPT
FULL PART OTHER TOTAL FULL PART OTHER TOTALTIME* TIME GE TIME-TIME GEHALF HALF

MISSING 0 0 0 0

LESS THAN $5,000 9 4 0 14
$5,000-$10,000 11 3 0 14
$10,000-$15,000 7 8 0 15
$15,000-$20,000 12 9 0 21

$20,000 PLUS 158 197 0 355

TOTAL 196 222 0 419 very little refundability

FR AND SO UNDERGRADUATE STUDENTS WITH POSITIVE CREDIT 
INDEPENDENT NON-JOINT WITH DEPENDENTS 
STUB IS 1991 FAMILY INCOME * 1.229 

STUDENTS IN 1000S

(1997 LEVELS OF INCOME)

DEPT DEPT DEPT DEPT INDEPT INDEPT INDEPT INDEPT
FULL PART OTHER TOTAL FULL PART OTHER TOTALTIME* TIME GE TIME*TIMEGE

HALF HALF

MISSING

LESS THAN $5,000 
$5,000 - $10,000 
$10,000-$15,000 
$15,000 - $20,000 
$20,000 PLUS

0
41
58
31
25
46

0
17
19
12
24
79

0
59
77
43
49

125

All
All

Almost
Almost

All
All

small 20-40 otherwise no

TOTAL 202 353

FR AND SO UNDERGRADUATE STUDENTS WITH POSITIVE CREDIT 
INDEPENDENT JOINT WITH DEPENDENTS 
STUB IS 1991 FAMILY INCOME * 1.229 

STUDENTS IN 1000S

(1997 LEVELS OF INCOME)

DEPT DEPT DEPT DEPT INDEPT INDEPT INDEPT INDEPT
FULL PART OTHER TOTAL FULL PART OTHER TOTAL
TIME* TIME GE TIME'TIME GE

HALF HALF

MISSING 0 0 0 0

LESS THAN $5,000 5 1 0 6 All
$5,000-$10,000 9 9 0 18 All
$10,000-$15,000 7 9 0 16 All
$15,000-$20,000 14 16 0 30 All

$20,000 PLUS 200 323 0 523 significant 20-^

TOTAL 235 358 0 593

Table I



Robert M. Shireman 
12/02/96 05:12:07 PM

Record Type: Record

To: Barry White/OMB/EOP, Larry R. Matlack/OMB/EOP

cc: S. A. Noe/OMB/EOP
Subject: Notes from today's meeting

This is where I think we are, and where I think we need to be going, based on today's meeting.
Let me know if you disagree (see especially #3).

1. Treasury should go ahead and cost out the simpler approach to the credit (not tracking 
term-by-term, and prohibiting any mix of credit/deduction in any one year for any one student). ED 
and DDL should determine whether the effect on part-time students is substantial enough to worry 
about.

2. ED (with Treasury) needs to complete an analysis of the income distribution of the credit, and 
particularly the refundable portion of the credit. ED should determine whether Pell Grant changes 
(increases and/or other formula changes) could benefit the same people who would benefit from 
refundability (in other words, whether the refundable portion could be shifted into the Pell Grant 
system).

3. DDL needs to share with ED information about dislocated workers who are not served 
sufficiently by Pell Grants. Is there any way to address that group within the Pell Grant system? 
within the tax credit?
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TO: ShcLdon E. Stekboch,
General Counsel for the American Council on Education

FROM: Kathleen M. Nilles
Mildred V. Palmer

DATE: November 26,1996

SUBIFOT: Scholarship for Room and Boaid as Income to Recipient and (jiruitor Repoitinp
Requiremetus

Questiiius Frweated:

You have asked u$ whether an undergraduate scholarship or grant for room and board is 
includible in the incnme of the recipient for federal Income tax purposes. We have also 
addressed whether the grantor must file an infoimationed retvim or perform withholding with 
legaid to Lhc acbulni^itiip ui grant.

Conduaions:

SchoJarshipa and Grants for Room and Board and Other Incidental Expenses are Treated as 
Income to Recipient:

Under Secdun 61(a) of the Iniemal Revenue Code (Code),' gross iueome includes income 
from whatever source derived. Code Section 74 indicates that, except as provided in Code 
Section 117, gross income includes income fiom prizes and awards. Code Section 117 provides 
an exclusion froni gross income for amouiits received aa a '’qualified scholarship'’ by an

' HeieiuaAcf aO rcf^«uve» lu Sni^tlou, or Sections, S§, voncstiuiiJ to Sections of iLc InlcrnHl Revenue 
Code of 19Se. Bs amended, or to the regulations, whether in fliial, temporary or proposed fom) promulgated 
tliereundcdr.
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individual who is a candidate for a degree at an educational organization described in Code 
SecUon 170(bXlXAXii}-

A “qualified scholarship*’ is any amount received as a scholarship or fellowship grant to the 
extent that the individual Tocipient cstablisLce that, in atcurduiicc with the condi tions of the grant 
such amount was used for “qualified tuition and related expowes.” Qualified tuition and related 
expenses include tuition and fees required for enrollment or attendance, and books, fees, supplies 
and equipment required for courses of instruedon at the educational organization. Qualified tuition 
and related expenses do not include payments for incidental expenses which are not related 

Proposed Treasury Regulation Section Ml7-6(cX2) indicates that incidental expenses 
which are flat considered to be "related" include looiu and board, travel, research, derical help and 
equipment and other cjqienses not required for either enrollment of attendance.*

Accordingly, amounts received by an undergraduate for room and board are includible in 
iftflomo. However, to the extent that such aniouiiUi do not exceed the tax payer's personal 
exemption and standard deduction, th^ will not actually be taxed.
GrcMon Are Nat Currently Required to Report These Payments or Perform Withholding on 
Non-compenaatory Scholarships und Grants Jor &Oom and Board:

In Internal Revenue Service ("IRS") Announoement 87-31, 1987-1 C.B. 475 (January 1,
1987), the IRS stated its mtantlon to promulgate regulations to clarify that unless a seholarship or 
fellowship grant is subject to the provisions of Section 117(c) of the Code (relating to amounts 
which represent payments for teaching, rcacnrch oi other serviwtai by the student as required as a 
condition of the .scholarship or grant), ndttrer the grantor nor the educational organization 
^nded by the recipient (in the case that these entities differ) are required to file an 
informational return with respect to such grant. To data, final rfigntetions addressing this issue 
have nw been issued. In 1988, the IRS issued Proposed Treasury Regulation Section U 17-6(g) 
which, in pertinent part, indicates that inclination return requirements arising from scholarship 
payments are covered by Code Section 6041 or tlie regulations promulgated thereunder.*

Coifc Section 6041 provides that every person engaged in a trade or buainass and motriiig 
payments in the course of such trade or business to another person of, among other things,

Prior to 1986, both degree students and non degree students neceiving scbolaraliipis or grants for Lncldenuil 
exposes could also exclude these amovatl from ineouie. However, the Tax Reform Act of 1986 limited the Code 
SectiM 117 income exclusion to tvhloa and related expenses. As a result, to the extent that die scholanhip or grant 
may be used for these nourelated tecidental expeiues, income will result to the recipient.
’ This Jf^oposed Treasury Regulation also references the Infonuarional reporting rMuimmenU of Code 
Section 6051 rdmed to wage withholding. If Code Section 117(c) applies and the seholuship or grant is made in 
t&mn for servictt lendered, the orgsnimtiM would issue a Fom W-2 to the recipwt and would file Form W.3 
with the IRS.
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emoluments and incomes of $600 or more ia any taxable year must file an infoimational return 
setting forth the amount of such payment and the name and address of the recipient of the 
payment la this case, the entity would Issue a Form 1099 to the recipient Treasury ReEulatjon 
Section l,604MCb) indicates that these rules apply to organuations described in Code Section 
501(c)(3).'

Code Section 6041 and its regulations do not expressly state that a scholarship or grant 
wdl be considered a payment subject to Section 6041. However, based on a literal reading of the 
statute, this result appesrt likely. Furthermore, Treasury Regulation Section 1.6041-l(dX5) 
indicates that prizes and awards that are includible in income under Code Section 74 should be 
reported on Forms 1099 and 1096. This result appears to conflict with the inteatioaof the IRS as 
expre^ in IRS Aumnmcttnent S7-31. Nevothelcss, this announcement has never been 
withdrawn. It is possible that the IRS may take a more flexible view on *is teaue. Should you 
require, we would be happy to Ihrther review this issue for you to determine whether payments 
v^ch are grants or scholarships should be subject to reporting on Fomu 1099.

17SS44-1
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AMERICAN COUNCIL ON EDUCATION
OFFICE OF THE VICE PRESIDENT & GENERAL COUNSEL

One Dupont Circle, Suite 835, Washington, DC 20036 

Office: 202.939-9355 Fax: 202,833-4762

FAX TRANSMITTAL FORM 

To: SIrurcKnon

Fax Number;
Dale: t
Number of pages: ^

From: SHELDON Elliot steinbach

WANDA Fuku smith. Office Manager
Rosa M . Lott-Hawkins, Administrative Assistant

Message:

For SIGN ON by_________
URGENT
Per Our Conversation 

Per Your Request 

Your Copy
Please Review & Comment 

For Your Information

9/21/96
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Distribution of Students Enrolled in Postsecondary Education Institutions 
by Federal Benefit Received, Total Income, and Dependency Status

Benefit received

None
Dependent

Under $10,000 5.3%
$10,000 to $19,999 5.6%
$20,000 to $29,999 5.5%
$30,000 to $39,999 7.6%
$40,000 to $49,999 7.9%
$50,000 to $59,999 7.7%
$60,000 to $69,999 13.1%
$70,000 to $79,999 13.4%
$80,000 to $99,9991 34.1%
$100,000 and More, 99.7%
Total 14.5%

Tax benefit 
only

21.4%
28.0%
42.1%
71.6%
84.4%
89.9%
86.0%
85.9%
65.3%

61.8%

Tax benefit 
and Pell

28.1%
26.0%
29.5%
13.7%
5.7%
1.8%
0.7%
0.3%
0.4%

11.6%

Pell only

45.1% 
40.4% 
22.8% 

7.1% 
2.1% 
0.6% 
0.2% 
0.4% 
0.3%: 
0.3%'

12.1%
Independent

Under $10,000 
$10,000 to $19,999 
$20,000 to $29,999 
$30,000 to $39,9991 
$40,000 to $49,999' 
$50,000 to $59,9991 
$60,000 to $69,999; 
$70,000 to $79,999; 
$80,000 to $99,999 
$100,000 and More

7.8%
11.9%
15.6%
18.1%
14.6%
15.5%
16.5%
10.8%
27.1%
99.2%

Total

27.1%: 
56.1%! 
66.5%; 
75.5% i 
83.3%! 
83.7%, 
82.3% 
88.8% 
72.4%

26.6% 
14.5%: 
8.7%; 
3.7%: 
1.3%:
0.6% I
0.3%
0.2%
0.2%

38.5% 
17.6% 
9.3% 
2.7% 
0.8% 
0.3% 
0.9% ^ 
0.2%: 
0.2% i 
0.8% i

13.7% 56.9% i 12.7%

Some

16.7% i

94.6%
94.4%
94.4%
92.4%
92.2%
92.3%
86.9%
86.6%
66.0%

0.3%
85.5%

92.2%
88.2%
84.5%
81.9%
85.4%
84.6%
83.5%
89.2%
72.8%

0.8%
86.3%

All students 1

Under $10,000 7.4% 26.2% 26.8% 39.5% 92.5%.
$10,000 to $19,999 10.1% 48.3% 17.7% 23.9% 89.9%
$20,000 to $29,999 12.2% 58.3% 15.7% 13.8% 87.8%;
$30,000 to $39,999 13.4% 73.8% 8.1% 4.7% 86.6%:
$40,000 to $49,999 10.8% 83.9% 3.7% 1.5% 89.1%
$50,000 to $59,999 10.1% 88.0% 1.4% 0.5% 89.9%
$60,000 to $69,999 14.0% 85.0% 0.6% 0.4% 86.0% i
$70,000 to $79,999 12.5% 86.9% 0.2% 0.3% 87.4%
$80,000 to $99,999 
$100,000 and More

32.1%
99.6%

67.4% 0.3% 0.3%
0.4%

68.0%
0.4%

Total 14.0% 58.9% 12.3% 14.8% 86.0%

Notes:
Enrolled students includes both undergraduate and graduate students.
'Tax benefit" includes those likely eligible for the credit or deduction. 
"Dependency status" refers to the Federal student aid and not the IRS definition.

Source: ED/NCES, 1993 National Postsecondary Student Aid Study

DRAFT
ED/OPE
26-NOV-96



£, Robert M. Shireman 
11/29/96 10:12:17 AM

Record Type: Record

To:

cc:
Subject: Hope Scholarships - Update

In preparation for Monday's meeting, I wanted to give you the current state of play on the Hope tax 
credit, and to let you know my recommendation for next steps.

1. Design. Treasury has worked up some mock forms that colleges and taxpayers would need to 
fill out in order to claim the credit. Colleges would file a four-part form, providing information about 
costs, credit hours, federal and other aid, and grades for EACH TERM (quarter, semester, summer) 
paid for by the student/taxpayer during the tax year. The taxpayer then transfers all of this 
information into tables on a tax form, and performs various calculations in order to determine 
eligibility for the credit.

All of this information is necessary in order to allow taxpayers to claim a partial credit for part-time 
and/or partial-year schooling. For example, a half-time student might claim the $1500 credit in two 
chunks over a two-year period. The forms track exactly when the person reaches the one-year 
point when the grade requirement kicks in. Then the forms track when the two-year point is 
reached (it may be in the middle of a tax year), when no further credit is allowed.

I have floated a much simpler approach to Treasury and Education. I would dispense with the idea 
of any partial credit, instead allowing for a $1500 credit for tuition and fees paid for ANY 
half-time-or-more enrollment in a degree or certificate program. The student is eligible the first time 
as long as he hasn't finished two years of course work. The student is eligible for a second credit 
if he has a B- GPA for the first year of courses - or those completed at the time of filing, if he 
hadn't yet finished the first full academic year.

The Treasury analysts agree that this would eliminate the need for the cumbersome term-by-term 
calculations. They raise some equity issues, however (part-time students at low-cost institutions 
might only get two $500 credits, rather than being able to stretch it out over six years and get the 
full $3000 under the current scheme).

• If you agree that this simpler approach should be explored, we need to get Treasury to do a 
cost estimate.

2. Fraud. Treasury is rightfully concerned about the fraud potential with any new refundable credit. 
The IRS needs to (a) collect the college-provided data independently to guard against taxpayers 
creating their own fake 1099s; and (b) check to make sure that colleges are providing them with 
accurate information. Could Education perform these roles?

HOPE already limits eligibility to institutions approved under Title IV of the Higher Education Act, 
and the Education Department is already charged with certifying the financial and administrative 
capability of the institutions as part of the (admittedly weak) gatekeeping system. Instead of 
having IRS audit the system, why not beef up Education's operation a little so that they can check



institutions' compliance as part of the regular certification and audit process?

As part of the current financial aid process, the Education Department already collects some of the 
data (particularly on poorer students) that HOPE requires. (The Department will bring a chart 
indicating what items are in its system). Education could collect the taxpayer data from colleges — 
as an addition to its current data collection activities — and provide IRS with the data for matching 
up tax forms. Again, some resources would need to be provided to Education.

3. Pell Grants. Some have expressed a concern that the HOPE credit does not help poor students 
enough (because it is offset dollar-for-dollar by federal grant aid). At a previous meeting, someone 
suggested that the Pell Grant maximum be increased to $3000, and that the credit be reduced in 
order to pay for the increase. Assuming that the grant would increase by inflation each year, the 
cost is about $3.7 billion. In order to save that amount. Treasury estimates that the credit would 
need to be reduced to somewhere between $1350 and $1400. A $1500 credit would cover tuition 
and fees for about two-thirds of community college students. The lower amount might cover 
"average" tuition and fees nationally ($1200 in 1994-95), but would not cover as many students or 
states.

Do you want to explore this option further, or look at other ways that the credit can be adjusted to 
help poor students more?



Simplified Hope Credit Option

$1500 credit for tuition and fees paid during the tax year for any half-time-or-more enrollment in 
a degree or certificate program.

Student is eligible for the first credit if had not completed two years of academic course work 
prior to the reporting year (the tax filing year).

Student is eligible for the second credit if had not completed two years of academic course work 
prior to the reporting year, and GPA for the first year of course work (or if not completed, 
whatever courses completed at time of filing) is at least 2.75.'

Information that institution would need to provide to student/taxpaver and ED/IRS

• Net^ tuition and fees paid by the student/family during the year for half-time-or-more 
enrollment in a degree or certificate program.

• Federal grant aid for half-time-or-more enrollment in a degree or certificate program.

• Did the student complete two years of academic course work prior to the reporting year? 
(If yes, the student is not eligible for the credit. If the second year was completed during 
the reporting year, the student is eligible for a first or second credit).

Because the deduction is available for less-than-half-time and non-degree courses (if they 
improve job skills), reporting would also be needed for;

• Net tuition and fees paid for all enrollment in eligible programs.

For confirming grades (in order to get the second credit), there are two choices; (a) institution 
reports GPA to ED/IRS and student/taxpayer, or (b) student signs declaration of a B- average and 
maintains records (this option, while reducing demands on the institutions, would have cost 
implications).

'in other words, the credit does not need to conform to precise first-year and second-year academic 
periods. The first and second credits will always precede or include the completion of the second academic year. 
After the first credit is taken, the grade requirement is triggered. Once the second credit is claimed, in part or in full, 
no further credits are available.

^"Net” equals tuition and fees minus all aid (except loans and work-study).



Simplifled Hope Credit Option

$1500 credit for tuition and fees paid during the tax year for any half-time-or-more enrollment in 
a degree or certificate program.

Student is eligible for the first credit if had not completed two years of academic course work 
prior to the reporting year (the tax filing year).

Student is eligible for the second credit if had not completed two years of academic course work 
prior to the reporting year, and GPA for the first year of course work (or if not completed, 
whatever courses completed at time of filing) is at least 2.75.'

Information that institution would need to provide to student/taxpayer and ED/IRS

• Net^ tuition and fees paid by the student/family during the year for half-time-or-more 
enrollment in a degree or certificate program.

• Federal grant aid for half-time-or-more enrollment in a degree or certificate program.

• Did the student complete two years of academic course work prior to the reporting year? 
(If yes, the student is not eligible for the credit. If the second year was completed during 
the reporting year, the student is eligible for a first or second credit).

Because the deduction is available for less-than-half-time and non-degree courses (if they 
improve job skills), reporting would also be needed for:

• Net tuition and fees paid for all enrollment in eligible programs.

For confirming grades (in order to get the second credit), there are two choices: (a) institution 
reports GPA to ED/IRS and student/taxpayer, or (b) student signs declaration of a B- average and 
maintains records (this option, while reducing demands on the institutions, would have cost 
implications).

'in other words, the credit does not need to conform to precise first-year and second-year academic 
periods. The first and second credits will always precede or include the completion of the second academic year. 
After the first credit is taken, the grade requirement is triggered. Once the second credit is claimed, in part or in full, 
no further credits are available.

^"Net” equals tuition and fees minus all aid (except loans and work-study).
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Form 1099 W 1999

Student's first academic period beginning in 1999 

Name of institution_____________ EIN

Taxpayer's Social Security Number.

Name
Address

T^^-^dent will have to 
( spply SSN to institution

Student's Name (if different from taxpayer's).

Students Social Security Number________

1 Enrollment status (F, H or P)

2 If enrollment is part of a Degree or Certificate program, check bo|T

3 Payments of tuition and required fees for academic period made during 1999 by, or 
on behalf of, student from sources other than grants br scholarships or employers.

4 If student's enrollment for this academic period is part o( first two years of post­
secondary education, check box.

Complete lines 5 and 6 only if line 4 box has been checked

5 If student has enrolled for one full academic year prior to tl^s academic period, 
check box.

6 If line 5 box is checked, check this box if student earned GPA\of 2.75 or above, or the 
equivalent for the first academic year.

7 Portion of academic year

8 Federal grants allocable to academic period. $____ ,_____

Form 1099 HE 1999 ◄------

Students second academic period beginning in 1999 

Repeat lines 1-8 from above

his four part form wou 
be provided by the 
institution to the taxpayer 
by January 31, of the 
year following the

^^®\texable year
Form 1099 HE 1999-^^ 

Students third academic period beginning in 1999 

Repeat lines 1-8 from above /

Form 1099 HE 1999

Student's academic period beginning during the first three months of 2000 for which 
line 5 payments were made during 1999.

Repeat lines 1-8 from above



Instructions for Form 1099 HE

1 Enrollment Status: F = full-time; H = at least half-time but less than full-time; P = less 
than half-time. All designations are for the academic period for which the student is 
enrolled. y ^.

(4 Ujj( U-1 < ^ /h

3 Payments made from the proceeds of loans are included. Payments made by 
employers are excluded^ All grants and scholarships are treated as payment for 
tuition and required fees, even If nominally designated for another purpose, e.g., 
room and board.

5 Portion of academic year; See table below for portion of academic year by type of 
academic period and enrollment status.

Type of academic period Portion of Academic Year 
Full-time (F) Half-time (H)

Semester
Trimester
Quarter
Qualified summer session

0.50
0.50
0.33
0.33

0.25
0.25
0.17
0.17

Programs measured in hours of 
instruction

300 but less than 450 
450 but less than 600 
600 but less than 750 
750 but less than 900 
900 or more

0.33
0.50
0.66
0.83
1.00

6 Pell and SEOG grants are included. Payments for work study are not included. If a 
single payment from a federal grant is made for more than one academic period, 
that payment must be allocated to the appropriate academic periods.

instructions for this109S 
will have to be based 
on detailed IRS guidance 
regarding definition of 
terms and unusual 
circumstances



Taxpayer name Taxpayer Social Security Number_

Page 1
Schedule HE - Tax Credits and Deductions for Higher Education

1999
Use this schedule for calculating allowable credits and deductions for the costs of post-secondary education for the taxpayer the 
taxpayer's spouse, and any person claimed as a dependent by the taxpayer. Use a copy of this page 1 for each student for whom 

deduction is claimed. Credits and deductions are not allowed for taxpayers with adjusted gross income of more than 
$100,000 on a joint return or $70,000 on a single or head of household return. Credits and deductions are not allowed on on returns of 
mamed persons filing separately or for students who are non-resident aliens or certain drug felons. No student may claim a credit 
or deduction on a return if the student is eligible to be claimed as a dependent on a parent’s return or the return of any other person. 
Credits may be claimed only with respect to the first two academic years of post-secondary education. In general credits and 
deductions can only be claimed with respect to students enrolled at least half-time and who are pursuing a course of study leading to 
an academic degree or certificate. No credit may be claimed for a student enrolled less than half-time. A deduction may be claimed 
tgr a less than half-time student only for courses that are related to the student's job or to enhance the student's job-related skills.

Student's Name Social Security Number

®cM099^HEJ999g[hef^

Name of institution 
2 EIN of institution

Academic periods beginning in 1999 Academic period 
beginning in first 3 mos. 
of 2000 & paid for in 19 

(d)(?)___________________ (b)______ (c)

$

$ $

3 Enter enrollment code F, H or P from 1099 HE(s) line 1
4 Check box if box on 1099 HE(s) line 2 is checked
5 Enter amount(s) from 1099 HE(s), line 3
6 Check box if box on 1099 HE(s)line 4 is checked
7 For each column copy line 5 amount if box on line 4 is checked and line 3 code is F or 

H. If line 3 code is P, copy line 5 amount even if box on line 4 is not checked, but onlyf$ 
if education is job-related or enhances job-related skills.

If claiming a credit for any academic period that is part of the first two years of post-secondary education continue. 

If claiming deductions only proceed to page 2.

Do not continue with calculation for any column unless line 3 code Is F or H and line 4 and line 6 boxes are checked



Page 1 continued 
Calculating credits

8 Enter academic year(s) or portion thereof of post-secondary education completed by 
student prior to 1999, including any academic period beginning during the first three 
months of 1999 for which a credit or deduction was claimed by any taxpayer for the 
1998 taxable year. This amount is at least equal to the entry on line 10 column d on 
page 1 of Schedule HE for this student for 1998.

9 Enter amounts from line 7 of 1099 HE(s)
10 Add line 8, column a and line 9, column a.

Add line 10, column a and line 9. column b.
Add line 10, column b and line 9, column c.
Add line 10, column c and line 9, column d.

If line 10 amount in any column is more than 2.00 no credit may be claimed for 
academic period

11 Check box if box on 1099 HE(s) line 5 is checked
12 Check box if box on 1099 HE(s) line 6 is checked

If line 11 is checked or line 10 amount is more than 1.00, no credit may be 
claimed unless line 12 is checked

13 Enter federal grants reported on 1099 HE(s) line 8
14 Enter credit amount from table in instructions for portion of academic year reported on 

line 9 and enrollment status reported on line 5. (see instructions)
15 Enter the lesser of line Jf^r line XQ"'
16 Enter amounts from line 13
17 Subtract line 16 from line 15. Do not enter if amount is less than zero.

$ $ $

$ $ $ $
$ $ $ $
$ $ $ $
$ $ $ $



Taxpayer name Taxpayer Social Security Number_

Page 2
Schedule HE - Tax Credits and Deductions for Higher Education

1999
TAXPAYER'S SUMMARY OF DEDUCTIONS AND CREDITS FOR POST-SECONDARY EDUCATION

Use this page of Schedule HE to summarize potential deductions and credits for each student for which a page 1 of this schedule 
has been prepared. For any one student either a credit of a deduction, but not both, may be claimed for a particular academic 
penod This page is also used to apply the phase-out ratio, if applicable and determine the total deduction and credit amounts you

Student's name Social Security Number
18 Potential deduction: copy amounts from line 7. page 1
19 Preliminary credits : copy amounts from line 17. page 1

Student's name Social Security Number
20 Potential deduction: copy amounts from line 7. page 1
21 Preliminary credits : copy amounts from line 17. page 1

Student's name Social Security Number
22 Potential deduction: copy amounts from line 7. page 1
23 Preliminary credits : copy amounts from line 17. page 1

Student's name Social Security Number
24 Potential deduction: copy amounts from line 7. page 1
25 Preliminary credits : copy amounts from line 17. page 1

26 Potential deductions: add line 18.20.22 and 24 amounts in each column
27 Total potential deductions: add 23a. 23b. 23c and 23d
28 Enter the lesser of line $10.000. ()
29 Preliminary credits: add line 19.21.23 and 25 amounts in each column
30 Total preliminary credits: add 26a. 26b. 26c and 26d

(a) (b) (c) (d)

$ $ $ $
$ $ $ $

$ $ $ $
$ $ $ $

$ $ $ $
$ $ $ $

$ $ $ $
$ $ $ $

$ $ $ $
$
$
$ $ $ $
$

'AXU -



Page 2 continued
APPLICATION OF THE PHASE-OUT RATIO

31 Adjusted gross income (from line xx from Form 1040)
32 Income excluded by reason of sections 911. 931, and 933 (see instructions)
33 Modified adjusted gross income: add lines 32 and 33.

$

If your line 33 amount is $50,000 or less, $80,000 or less for a joint return, enter the 
amount on line 28 on line yy of your Form 1040 and the amount on line 30 on line zz 
of your Form 1040 and do not complete the rest of this page.

If your line 33 amount is more than $70,000, $100,000 for a joint return, you are 
ineligible for any deductions or credits calculated on this Schedule HE.

34 (a) Phase-out ratio: line 33 amount minus $50,000 ($80,000 for joint returns) 
(b) Divide (a) by $20,000 and enter.

$

If this ratio is greater than 1.00 no deduction or credit can be claimed.

35 Enter amount from line 28.
36 Multiply line 35 amount by line 34 phase-out ratio.
37 Allowable deduction: subtract line 36 amount from line 35 amount and enter on line 

yy of your Form 1040.
38 Enter amount from line 30.
39 Multiply line 38 amount by line 34 phase-out ratio.
40 Allowable credit: subtract line 39 amount from line 38 amount and enter on line zz of

$

$
%
$

your Form 1040. $



INSTRUCTION FOR SCHEDULE HE 

1. Table to be used for claiming credits

Academic period Full-time enrollmen status
Portion of Maximum
academic credit
year from for use on
1099 EH line 14

line 7

Semester
Trimester
Quarter
Qualified summer session 
Programs measured in hours of 

instruction
300 but <450 
450 but < 600 
600 but <750 
750 but < 900 
at least 900

0.50
0.50
0.33
0.33

$750
$750
$500
$500

0.33 $500
0.50 $750
0.66 $1,000
0.83 $1,250
1.00 $1,500

At least ha If-time enrollment status
Portion of 
academic 
year from 
1099 EH 

line 7

Maximum 
credit 

for use on 
line 14

0.25
0.25
0.17
0.17

$375
$375
$250
$250

In addition to walking the taxpayer through Schedule HE, line-by-line, the instructions will have to explain at least the following;

1 Reference to Form 1099 HE and how data from that form relate to Schedule HE.

2 Institution has to have indicated on the Form 1099 HE that it is a qualified educational institution

3 Rules about qualified education

a. Must be part of degree or certificate program
b. Cannot be for sports or recreation unless part of a degree program
c. Only job-related or skill enhancing education is eligible for deduction for less than half-time students.

4 What full-time and at least half-time means



5 Eligible students

a. No non-resident aliens
b. No high school students
c. No convicted drug felons
d. B- average rule for second year credits and what to do if institution does not use a 4 point grading scale

6 What payments count for line 2 amounts

a. Loan proceeds do count
b. Grants and scholarships from any source do not count. Work-study payments are not aid for this purpose.
c. What tuition and required fees means
d. Tax-free Savings Bond interest under section 135 does not count
e. Employer-paid tuition and fees under section 127 do not count unless they exceed $5,250
f. Under certain circumstances, payments to foreign educational institutions count
g. What happens of gramdma pays junior's tuition bill. Do Dad and Mom get to count the amount?

7 Explain treatment of Pell grants and other federal assistance

a. What to do if Pell grants in taxable year cover education in another taxable year
b. What the scope of "other federal assistance" is

8 Treatment of insurance reimbursements of tuition for, e g., sick students

9 Treatment of refunds by institutions, e g., necessity to file amended returns

10 Definition of qualified summer session

11 Determining on a student by student, academic period by academic period basis whether the credit or the deduction giver the 
taxpayer a greater tax savings is an extremely complicated problem.



Additional Implementation Measures

1) Certification Form: A form would be prepared for a student to use when providing 
his/her social security number, the address and social security numbers of the taxpayers who can 
claim the student as a dependent, and any Privacy Act waivers necessary to allow the school to 
report academic information about the student.

2) Rnrollment year as of effective date: The IRS would have to publish a notice establishing 
the enrollment year of students who have already had some postsecondary education at the time 
the legislation went into effect. The notice would contain a detailed table showing how students 
to convert the type of academic period at an institution into decimals (e.g. a semester is .50) and 
add them together to establish whether a student had depleted his/her eligibility for the credit.

3) Temporary incompletes. missing grades, pass/fail systems: Regulations would prescribe 
to institutions how to calculate the GPA of a student who takes a temporary incomplete in a 
course, has not yet received a grade from a professor or has been graded strictly on a pass/fail 
system. These rules would be necessary to apply the B- requirement for the second year of the 
credit.

4) Department of Justice checks drug felony records: The Department of Justice would be 
asked to determine whether students applying for the credit had drug felony records. The checks 
would need to be swift so as not to delay taxpayer reftmds.

5) Department of Education checks eligibility of institution: The Department of Education 
would provide a tape of the employer identification numbers of eligible institutions that could be 
used for compliance purposes.

6) Allocation rule for scholarship.^ and fellowships: The revenue estimate assumes that any 
scholarships or fellowships received are used first to offset tuition and fees and then for any 
additional costs of attendance. This assumption would have to be added to the proposed 
legislation or the legislative history to support a future regulation.
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F.YWTnpie I - The RmwTK, » rr^ffrirrate incfimg family

The Brown family has two children, one at the state uraversiQr and one at die local community 
college. The state university student is a second-semester firrahman Intlie qmng ofl999and a 
first-semester sophomore in the £sll of 1999. He pays $3,000 in tnititHi each semester and also 
receives a $1,000 Pell grant for each semester. He roamtained a B average fat Ms fteslanm year. 
The community college student is a fieshman in the fiUI of 1999. She pays $1,000 In tuition per 
semester and receives a $500 Pell grant The Browns have $30,000 in modified AOI. Their 
children rely on studeitloans and some small gifts fiom their grandparents to pay their tuitiem.

The Schedule HE shows that the Browns can eidier deduct $7,000 in tuition eiqienses (worth 
$1050 in tax savings) or take a $250 credit for the fieshman*s expenses and deduct $6,000 of the 
sophomore's expenses (worth $1150 in tax savings). Their decision will dq)end igfon how much 
taxable income they have left after personal exemptions and standard deductions. Because the 
tuition credit is refundable and stacked ahead of the EITC, they will probably prefer Oie second 
option.



Fcnil 1099 FC 1999

0 Studenfs first academic period beginni^ in 1999 

Name of institution U

Taxpayer's Social Security Number____

EiN ' 777 7777

Name t\r 
Address _______ ^/"''Student will have to 

supply SSN to Instttutlor
\

SopA^vudt-e

Student's Name (if different from taxpoycr'e).
Student's Social Security Number S'^6' ’~\6'8‘ 6^

1 Enrollment <detiis (F, H or P)

2 If enrollment is part nf a Degree or Certificate program, check box i——i

3 Payments of tuition and requirfirt fees for academic period made during 1039 by. or 
on behalf of, student from sources other than grants or scholarships or employers.

4 If studenfs enrollment for this academic period is part of first two years of post- 
secondary educator, check box. i ^ ,

Complete lines 5 and 6 only if line 4 box has been checked

5 If student has enrolled for one full academic year prior to tl^s academic period, 
check box, r ^

6 It line 5 box is checked, check this box if student earned GPA\of 2.75 or above, or the 
equivalent for the first academic year.

7 Portion of academic year

8 Federal grants allocable to academic period. ;$___
® Form 1099 HE 1999 T^hfe^F^rpartfoninivouftK I* ^

3>i.. 13
J S.*3«®

H. (2^ 

4T.

c. rB
7.

^/,ddd

Form 1099 HE 1999 ^-----

Students second academic period beginning in 1999 

Repeat lines 1-8 from above

Form 1099 HE 1999-4^ 

Studenfs third academic period beginning in 1999

Repeat lines 1 -8 from above /
/

be provided by the Nv
instituton to the taxpayer 
by January 31, of the 
year following the 

^---^'Maxable year______

7 ------^

“Form 1099 HE 1999 > ^ ----------------

Studenfs academic period beginning during the first three months of 2000 for which 
line 3 paymente were made during 1999.

Repeat lines 1-8 from above



<E)

0

Form 1099 1999

Students first academic period beginnihg in 1999

Name of inslitiilion EIN ^ L ** 777-7/177

Taxpayer's Social Security Number \ ^ ^

Name jlA/> BreojiM 
Address

Student’s Name (if different from taxpayer'$)_ 
Student’s Sooiol Security Number _ ^^*

1 Enrollment statue (F, H or P)

dent will have to 
supply SSN to institutior

2 If enrollment is part of a Degree or Certificate program, check box

3 Payments of tuition and required fees for academic jrariod made during 1999 by, or 
on behalf of, student from sources other than grants pr scholarships or employers.

S___ L,ILO_^
\
\

4 If student's enrollment for this academic period is part of first two years of post-
secondary education, rhnnk box.

Complete lines 5 and 6 only if line 4 hox has been checked

5 If student has enrolled for one full academic year prior to tl^s academic period, 
check box.

6 If line 5 box is checked, check this box if student earned GPA\of 2.75 or above, or the 
equivalent for the first academic year.

7 Portion of academic year

S Federal grants allocable to academic period. $__ , S_C

Form 1099 HE 1999

Student's second academic period beginning in 1999

Repeat lines 1-8 from above

'’This four part form v/mi 
be provided by the 
institution to the taxpayer 
by January 31, of the / 
year following the y—-^-^^^xable year

Fonn1099HE 1999 

Student's third academic period beginning in 1999 

Repeat lines 1-8 from above

Form 1099 HE 1999

Students academic period beginning during the first three months of 2000 for which 
line 3 payments wuie made during 1999.

Repeat lines 1-fl from above



Taxpayer name ^sccfal Secutily Number I -¥ !r -C7f-<f

Schedule HE - Tax Credits and Deductions for Higher Education
Page 1

1999

° ^ ^°1S- ^70.000 on a stngle or head of househola retim. Credits and deductions are not allowed on returns of

Students Name _ Bvouua Social Security Number 9f? ’■99-^^9^

Enter infonmarion from Fornn 1099 HE(sj sugpjied by educational institiition(s) 

c^f^^HE^siSs, -----------

Naaie of institution 
2 EIN of jnstitution

------------&__________ jy____

3 Enter enrollment code F, H or P from 1099 HE(s) line 1
4 Check box if box on 1099 HE(s) fine 2 is checked
5 Enter amount(s) from 1099 HE<s). line 3
6 Check box if box on 1099 HE(s)line 4 is checked
^ column copy Ihe 5 amount if box on line 4 is checked and line 3 code is F or

H. If line 3 code rs P. copy line 5 amount even if box on Ihe 4 is not checked, but only % (W6~ % 
if education is .ob-related or enhances job-related skills. ~ ^

Academic period 
beginning in first 3 mos 
of 2000 & paid for in 19

Acedenrilcjeriod reported on 1099 HE

%Jooo

If Claiming a cmdlt tor any academic period that I. part of the first two yeer. of port...c«nd.,y education conthuo. 

If Claiming deductions only proceed to page 2.

Oo not conllnua wHh calculation for any coNimn unless neeScodeIsForHandllnedandllitBS boxes are checked



Page 1 continued 
Calculating credits

8 Enter amount of academic /ear(s) or porton thereof of post-secondary educatbn 
completed by student prior to 1999, including any academic period beginning during 
the first three months of 1999 for which a credit or deduction was claimed by any 
taxpayer for the 1998 taxable year. This amount is at least equal to the entry on line 
10, column d on page 1 of Schedule HE for this student for 1998.

9 Enter amounis from line 7 of 1099 HE(s)
10 Add fine B, cdumn a and firie 9, column a.

Add fine 10, column a and line 9, column b.
Add fine 10, column b and line 9, column c.
Add line 10, column c and line 9, column d.

1~ (a) 11 “lb) !1 (c) (d)

.oo

. ..so 11 . ..,S6
vST? Ljs—

1

If line 10 amount In any column is more than 2.00 no credit may be claimed for 
academic period

11 Check box if box on 1099 hE{s) line 5 is checked
12 Check box if box on 1099 hE(5) line 6 Is checked

if line 111s checked or line 10 amount Is more than 1.00, no credit may be 
claimed unless line 12 Is checked

13 Enter federal grants reported on 1099 HE(s) line 8
14 Enter credit amount from taole in instructions for portion of academic year reported on 

line 0 and enrollment status reported on line 5 (see inslructions)
15 Enter the lesser of line 5 or line 14
16 Enter amounts from line 13
17 Subtract line 16 from line 15. Do not enter if amourt is less than zero.

$ $ $

$ rs'o $ $ $ 1
$ 7sa $ $ $

$ ^oo $ % $
$ $ 5 $



Taxpayer name lHt< 

Page 1

Taxpayer Social Security Number <2.3 * ~ ^ 9

Schedule HE - Tax Credits and Deductions for Higher Education
1999

Use this schedule for calculating allov/able credits and deductions for the ccsts of post-secondary education for the taxpayer, the 
taxpayer's spouse and any person claimed as a dependent by the taxpayer. Use a copy of this page 1 for each student for whom 
a cre^t or deduction is claimed. Credits and deductions are not allow^ for taxpayers with adjusted gross income of more than 
$100,000 on a joint return or $70,000 on a single or head of household return. Credits and deduclrcns are not allowed on returns of 
married persons filing separately or for students who are nonresident aliens or certain drug felons. No student may claim a credit 
or deduction on a return if the student is el gible to be claimed as a dependent on a parent's return or the return of any other person. 
Credits may be claimed only with respect to the first two academic years of post-secondary educaticn In general, credits and 
deductions can only be claimed v/ith respect to students enroled at least haf-time and who are pursuing a course of study leading to 
an academic degree or certificate. No credit may be claimed for a student enrolled less than half-time. A deduction may be claimed 
|for a less than half-time student only for courses that are related to the student's job or to enhance the student's job-related skills.

Student's Name ^ ______ Social Securty Number ^

Enter information from Form 1099 HEis) supplied by educational inslitution(s)

1099 HE 1999(s) tig^
/

^ Name of iistitution 

2 EiN of institution

Academic periods beginning in 1999

UkiiV
_ (b)

’h%-7777/77

Academic period 
beginning in first 3 mos. 
of 2000 & paid for in 19 

(d)

Academic period reported on 1099 HE

$ 2 oca $

$

3 Enter enrollment code F, H or P from 1099 HE(s) line 1
4 Check box if box on 10S9 HE(s) the 2 is checked
5 Enter amount(s) from 1099 HE(s), line 3
6 Check box if box on 1099 HE(s)line 4 is checked
7 For each column copy line 5 amount if box on line 4 is checked and line 3 code is F or

H. If line 3 code is ?, copy line 5 amount even if box on line 4 is not checked, but onlyl$ ^OOO 1$
if education is ;ob-related or enhances job-related skills.

If claiming a credit for any academic period that Is part of the first two years of post-secondary education conlfriue. 

If claiming deductions only proceed to page 2.

Do not continue with calculation for any column unless line 3 code is F or H and line 4 and line 6 boxes are checked



Page 1 continued 
Calculating credits

8 Enter amount of academic year(s) or port on thereof of post-^econdaiy educatbn 
completed by student prior to 1999, including any academic period beginrnng during 
the first three months of 1999 for which a credit or deduction was claimed by any

10, column d on page 1 of Schedule HE for this student for 1998
9 Enter amounts from line 7 of 1099 HE(s) .dro I . I1 1
10 Add Nne 8. column a and line 9, column a.

Add line 10, column a and line 9, column b. t S'O
Add line 10, column b and line 9, column c. i St>
Add fine 10, column c and line 9, column d. ■ 1

If line 10 amount In any column Is more than 2.00 no credit may be claimed for 
academic period

11 Check box if box on 1099 HE(s) line 5 is checked
12 Check box if box on 1099 HE(s) line 6 is checked

If line 11 is checked or line 10 amount is more than 1.00, no credit may be 
claimed unless line 12 is checked

13 Enter federal granis reported on 1099 HEis) line 8 %JO60 % $ 1
14 Enter credit amount from table in Instructions for portion of academic year reported on

line 9 and enrollment status reported on line 5. (see instructions) $ % 1SO 1 $
15 Enter the lesser of line 5 or line 14 $ ISO $ 75TP $ $
16 Enter amounts from line 13 %/OdO %/600 $ $
17 Subtract line 16 frcm lirie 15. Do not enter if amount is less than zero. $ d $ t $ $



Taxpayer name t\y ’B Taxpayer Social Security Number > Z 3 "VX ^^7ST

p ^ Schedule HE — Tax Credits and Deducttons for Higher Education

TAXPAYER'S SUMMARY OF DEDUCTIONS AND CREDITS FOR POST-SECONDARY EDUCATION
1099

Students name f'yesix Security Number
18 Potential deduction: ccpy amounts from line 7. page 1 ^
19 Prelminary credits: copy anounts frcm Kne 17, page 1

Student's Social Security Number 6S» ■«» SSir
20 Potential deduction: copy amounts from line 7, page 1
21 Preliminary credits; copy amounts from line 17. page 1

_Student's name----------------------------Social Security Number
22 Pot^tial deduction; copy amounts from line 7, page 1
23 Preliminary credits; copy amounts from line 17. page 1

Student s name_____ __________ Social Securi y Number
24 Potential deduction: copy amounts from line 7. page 1 ‘
25 Preliminary credits: copy amounts from line 17, page 1

26 Potential deductions: add line 18.20.22 ana 24 amounts in each column
27 Total potential deductions: add 23a, 23b, 23c and 23d
28 Enter the lesser of rne 27 or $10,300.
29 Pnellmtnaiy credits: add line 19.21.23 and 25 amounts In each coiumn
30 Total preliminary credits add 26a, 26b. 26c and 26d

caderfflp period reported on 1099 HE

$ /goo IP— $ , $

$ ZS^o , 5 $ $

$ ioao $ 3^co $ $
$ ^ % ♦ $ $

$ $ $ $
$ 1 $ s
$ $ $ 1$$ . $ $ is
$ tfooc $ sooo $ js 1$ •/OOO
$ ^ooo
$ 5 $ i% ' 1$ XS'O



Page 2 continued
APPLICATION OF THE PHASE-OUT RATIO

31 Adjusted gross income (from line xx from Form 1040)
32 Income excluded by reason of sections 911,931, and 933 (see instructions)
33 Modified adjusted gross income: add lines 32 and 33.

$

If your line 33 amount fs $50,000 or less, $80,000 or less for a Joint return, enter the 
amount on line 28 on line yy of your Form 1040 and the amount on line 30 on line zz 
of your Form 1040 and do not complete the rest of this page.

If your line 33 amount Is more than $70,000, $100,000 for a Joint return, you are 
ineligible for any deductions or credits calculated on this Schedule HE.

><

o

oCO
CM
Oft
CM
CM
CO

CM
oC4

34 (a) Phase-out ratio: line 33 amount minus $50,000 ($80,000 for joint returns)
(b) Divide (a) by $20,000 and enter.

if this ratio is greater than 1.00 no deduction or credit can be claimed.

35 Enter amount from line 28.
36 Multiply line 35 amount by line 34 phase-out ratio.
37 Allowable deduction: subtract line 36 amount from line 35 amount and enter on line 

yy of your Form 1040.
38 Enter amount from line 30.
39 Multiply line 38 amount by line 34 phase-out ratio.
40 Allowable crerfit: subtract line 39 amount from line 38 amount and enter on line zz of 

your Form 1040.

$

$

CM

lO
fH

CO
Oft

lO
CM



Examnie 2: The frTeenS- an npppr family

The Green family has two children attending college, and Mrs, Green takes a job-related 
computer class. The family has an adjusted gross income of 585,000 for calendar year 1999.

Student 1 Green is a freshman in college stneting August of 1999. The femily pays for the entire 
year of tuition before the end of 1999. Student 1 is enrolled in School 1 full time. The tuition 
per semester is $6,300, but Student 1 has obtained a non-Federal scholarship that pays 51,000 per 
semester.

Student 2 Green has attended poat-secondary school uu an irregular basis. Prior to 1999, Student 
2 attended two semesters half time, one semester full time and one quarter halftime. Student 2 is 
enrolled in the fall semester at School 2 full time, but enrolls in the spring semester only half 
time. Student 2 is enrolled in a degree program. The tuition for the first semester is $6,000, and 
$3750 for the second semester, all of which is paid in 1999.

Mom Green is taking a computer class to enhance her job skills. The tuition for the class is 
$750.

The Greens will want to take a combination of tax credits and deductions. Regardless of their tax 
rate it ;$ likely that the Greens will want to take a tax credit for Student 1 's tuition, and take a 
deduction for Student 2 and Mom. This would result in a tax credit of $ 1,125 (after the phase­
out) and a deduction of $7,500 (also after the phase-out). This is not reflected in the form.
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Form 1099 l£ 1999

Student's first academic period beginnihg in 1999 

Name of institution ( \_______ EiN ft 3^/zay

Taxpayer's Social Security Number,
[Name (S^ee
Address ^

/''Stu^ntwill havew^ 
' supply SSN to institutioa'

Student's Name (if different from taxpaver'si \ Jv>t^re»- treats

Studonfs Social Security Number 

1 Enrollment status (F. H or P)
\

2 If enrollment te part of a Degree or Certificate progi^am, cheek box | ^

3 Payments of tuition ano required fees for academic period made during 1999 by, or 
on behalf of, student from sources other than grants pr scholarships or employers.

\

4 If student's enrollment for this academic period 6 part o\ first two years of post­
secondary education, check box. i

\
Complete lines 5 and $ only if line 4 box has been checked

5 If student has enrolled for one full academic year prior to tiW acarinmic period, 
check box.

6 If line 5 box is checked, check this box if student earned GPA\of 2.75 or above, or the 
equivalent for the first academic year -----------

7 Portion of academic year

8 Federal grants allocable to academic period.

Form 1099 HE 1999

Student's second academic period beginning in 1999

Repeat lines 1-8 from above
\

■^his four part form woul2K„ 
be provided by the 
institution to the taxpayer 
by January 31, of the 
year followinq the

,,-'''''''N4axable year
/

/
Form 1099 HE 1999-^

Student's third academic period beginning in 1999 

Repeat lines 1-8 from above
Form 1099 HE 1999 ^ ~

^udent’s academic period beginning during the first three months of 2000 for which 
line 3 payments were made during 1999. ,y

Repeat lines 1-6 from atwve



0
FOfm1099f^ 1999

Studenfs first academic period beg»ini\iQ in 1999 

Name of institution "Z \ ON
Taxpayer's Social Security Number.

Name'UV/riiiZrSVi 
Address -

^OC'^Oo -^000 O

ent will have to 
supply SSN to institution!

Student's Name (if different fiom taxpayer's) \ (o ^eg K
19^-7^ -C0aoStudent’s Socbl Security Number.

1 Enrollment status (F, H or P)

2 If enrnilment is part of a Degree or Certificate progLm, check box ~

3 Payments nf tuition and required foco for academic beriod iiiude during 1999 by, or 
on behalf of, student from sources other than grants br scholarships or employers.

4 If Students enrollment for this academic period is part o\ first two years ct post­
secondary education, chenk box. ----------- '

Complete lines 5 and 6 only if line 4 box has bean chesbked 

5 If^studMt has enrolled for one full academic year prior to academic period,

6 If line 5 box is checked, cneck this box if student earned GPA\of 2.75 or above or the 
equivalent for the first academic year.,--------- n \

7 Portion of academic year i

6 Federal grants allocable to academic period. , $___:______ ^

® ^onn1099HE 1999

Student's second academic period beginning in 1999 ( 

Repeat lines 1-8 from above

Form 1099 HE 1999

Student's third academic period beginning in 1999 

Repeat lines 1-8 from above

lie four part form wouid‘>
be provided by the
instffution to the taxpayer
by January 31, of the 

, year fr^Mowing the 
£-::^_vfaxable year ^

Form 1099 HE 1999

Student's academic period beginning during the frst three months of 2000 for which SH 
line 3 payments were iiidde during 1999.

Repeat lines 1 -8 from above



Fonn1099^ 1999
StudenTs first academic period beginnlhg in 1999 

Name of institution 3\
EIN / 71 3 Y

\
Taxpayer's Social Securrtv Number
Name Vji/J (<S e \ ~~ ~~ -------
Address

\

Sudentwill havelo" ^ 
supply SSN to institution)

Student's Name (ifdifferentTTom taxpayers) ^ g

Student's Social Security Number( ^ -cPo ^

1 Enrollment statue (F, H or P) , p |
2 If enrollment b part of a Degree or Certificate piogl^m,

check box
\

3 Paymente of tuition and required fees for academic iiferiod made during 1993 by. or 
on behalf of, student from sources other than grants or scholarships or employers.

If student's enrolirnent for this academic period is part o)f first two years of post­
secondary education, check box.

Complete lines 5 and 6 only if line 4 box has been checked
\

5 If student has enrolled for me full academic year prior to tlijs academic period, 
CnOCK DOX.

6 If line 5 box is checked, check this box if student earned GP/:^ of 2,75 or above or the 
equivalent for the first academic year

7 Portion of academic year

8 Federal grants allocable to academic period. !S_____——

® Form 1099 HE 1999

Student’s second academic period beginning in 1999 

Repeat lines 1-8 frono above

four part form wouRF> 
/ be provided by the

institution to the taxpayer 
byJanuary 31, ofthe

', year following the 
--'•'^"-^xable year

Fomi1099HE 1999-*^

Student's third academic period beginning in 1999 

Repeat lines 1-8 from above

1099 HE 1999 -̂-------------------

Repeat lines 1-8 from above



Taxpayernan«jAj,^/„'>v, TaxpayerSogalSecerily Number OOe>-CO-Oeksg

Schedule HE - Tax Credits and Deductions for Higher Education
Page 1

________ ___________________ IW

Cm<«s me, be « only »«, respee, .oV%TJr^ei;ic\er3^rernSy%'SS;'^rnS 
deductions can only te claimed witt respect to students enrolled at ipaRt half timo anw ^ Osneral, credits and

S3S^4^:SS3SSS;s^sr5iS=SS=;
Student s Name ________ Social Security Number /f g ' «o^dg>

Enter irformation from Form 1099 H

C^[gchlb99 HE ■ 999(^^
E(s) supplied by educational ins^on(R)
' - __ _:_____ Acadgmi^erjods begiining i7ri^9~

Name of Inslitution 
2 EIN of inslitution

. (a)

3 Enter enroHment code F. H or P from 1099 HE(s) line 1
4 Check fcox if box on 1099 HE(s) line 2 is checked
5 Enter amount(s) from 1099 HE(s). fire 3
6 Check box if box orr 1099 HE(s)line 4 is checked
^ column c(^y fine 5 amount if box on ine ^ is checked and fine 3 code is F or

H. If line 3 code is P. copy line 5 amount even if box on line 4 is not checked, but only 
If education is lob-related or enhances ioh-raiaiaH «kine '

Academic period 
beginning h first 3 mos. 
of 2000 & paid for In 19
___  (d)
JSB.Lo*i i

Academic period reported on 1099 HE

$ s.so^ $

_
but only[$~5^ife^~l$- - - .4..^ w ra r , iriicj u dmuLNll dven IT DOX Orif education is job-related or enhances job-related skills

II cMmkis • credH for any academic period HvM Is part of the first two ysars of post-sscondsry tducallon coottnus. 

If Claiming cteductfons only proceed to page 2.

Oo not contbius with calculation for any cotumn unleas Nno J code la F or H and Hoe 4 and Ina « boxes are -■--tnd

iS,SM



Page 1 continued 
Calculating credits

10. column d on page 1 of Schedule HE for this student for 1998
9 Enter amounts from line 7 of 109SHE(s)
10 Add line 8, column a and line 9. column a.

Add line 10. column a and line 9. column b.
Add lire 10, column b and line 9, column c 
Add line 10, column c and line 9, column d.

If line 10 amount in any column is more than 2.00 no credit may be claimed for 
BCBdemic penod

11 Check box if box on 1099 HE(s) line 5 is checked
12 Check box if box on 1099 HE{s) line 6 is checked

If line 11 is checked or line 10 amount Is more than 1.00, no credit may be 
claimed unless line 12 is checked

jd) n

. o

. <■ .f-

. 5“
>

/. Z)£>

—

trier credit ameuni from table in instructions for portion of academic' 
line 9 and enrollment status reoorted on line 5 (see instructions)

15 Enter the lesser of line 5 or line 14
16 Enter amounts from I ne 13
17 Subtract line 16 from line 15. Do not enter if amount is less than zero.

$ $ $ $
$ 7SO $ $ $
$ o $ $ S 0
$ 7S^i $ $ $



Taxpayer name UJ|//ia r€ Taxpayer Social Security Nurrber OOQ-Oa -

Page 1
Schedule HE - Tax Credits and Deductions for Higher Education

1999

Use this schedule for calcjiating aibwable credits and dedu^ons for the costs of post-sec^dary education for the tai^^erTthe 
taxpayer's spouse, and any person claimed as a dependent by tne taxpayer. Use a copy of this page 1 for each student for w^,om 
a credit or deduction is claimed. Credits and deductions are not aflov/ed for taxpayers with adjusted gross income of more than 
$100,000 on a jc-int return or $70,000 on a single or head of household return. Credits and deductions are not allowed on returns of 
marfled persons filing separately or for students who are ncn-resident aliens or certain drug felons. No student may claim a credit 
or deduction on a return if the student is eligible to be claimed as a dependent on a parent's return or the return of any other person 
Credits may be claimed only with respect to the first two academic years of post-secondary education. In general, credits and 
deductions can only be claimed with respect to students enrolled at least half-time end who a'e pursuing a course of study leading to 
an academic degree or certificate. No credit may be claimed for a student enrolled less than half-time. A deduction may be claimed 
for a less than half-time student only for courses that are related to the students job or to enhance the student's job-related skills.
Student's Name (C Social Security Nurriber t

Enter information from Form 1099 HE(s) supplied by educational institution{s)

<^g^099 HE 1999g)hs^

^ Name of institution 

2 EIN of institution

Academic periods beginning in 1999 Academic period 
beginning in first 3 mos. 
of 2000 & paid for in 19

(a) (b) (c) (d)

—— ■-------------------------------------------------------------------------------------------------------------—^

(a)

% 757J

_m_
$

3 Enter enrollment code F. H or P from 1099 HE(s) ine 1
4 Check box if box on 1099 HE(s) line 2 is checked
5 Enter amount(s) from 1099 HE(s), line 3
6 Check box if box on 1099 HE(s)line 4 is checked
7 For each column copy line 5 amount if box on line 4 Is checked and fine 3 code is F or

H. If line 3 code is P. copy line 5 aniouni even if box on line 4 is not checked, but only|$ |$
if education is job-related or enhances job-related skills.

If clafmlng a credit for any academic period that is part of the first two years of poet-secondary education continue.

If claiming deductions only proceed to page 2.

Do not continue with calculation for any cofumn unless line 3 code is F or H and line 4 and line 6 boxes are checked

(d)



Taxpayer name _ Taxpayer Social Security Number eOa-^g -

Schedule HE -- Tax Credits and Deductions ter Higher Education
Page 1

____ ^ ____________ 191

a credit or deduction is claimed. Credits and deductions are not aliowed ta- ^ f ^^ for each student for whom
$^00,000 on a joint return or $70,000 or a singfe or head
marri^ persons filing separately or for siudenTs who are T
or deduction on a return if the student is eligible to be claimed as a ^ student may claim a credit
Credits may be claimed only w.th respect to tne first two acaderrfc wearn of nAci'lf ^ any other person,
deductions can only be claimed with respect to sfodeTs education. In general, credits and
ar academfc degree or certificate NoTedTr^a^^ "k

StudanrsNan,e_Sfetu._S«i Scdal Secarily Number ----------------------------------- .

Enter information from Fonn 1C99 HBsJsupplied by educational institutionts)
^:crr-L- .TiT-r^r——^ __ ____ ' Academlc oeiiods heoir

1099 HE 1999(s)h^

^ Name of institution 

2 EIN of institution

Academic penods^ ginning in 1999

_____ {0}

Academic period 
beginning in first 3 mos. 
cf 2000 & paid for in 19

3 En:er enrollment code F. H or P from 1099 HE(s) fine 1
4 Check box if box on 1099 HE(sj line 2 is checked
5 Enter amount(s) from 1099 HE(s), line 3
6 Check box if box on 1099 HE(s]llne 4 is checked
7 For each column copy line 5 amount if box on line 4 is checked and line 3 code is F or

H. If Ime 3 code IS P. copy line 5 amount ever if box on line 4 is not checked but only 
if educa.)on is Job-relaled o-- enhances job-related skills. ^

?aJV
_ Aca^emic^fjod r^iled^n 1099 HE

$

inly|$_.^, ~WZ
If cCimlng . cnKlit for any a«.de™ic part«lU»M.p.rtof.h.fh«b„ years of pcsf-sacoadary .duoafloo cortlnua. 

If claiming deductions only proceed to page 2.

Do not «M,tlnue with calculation for any column unlea. lino 3 code Is F or H and «.» 4 and lino S boies an> checked



Page 1 continued 
Calculating credits

® '**'<*> Post-secontety educator

9 Enter amounts from Hne 7 Of 1099 HE(s)
10 Add fine 8, column a and line 9. column a.

Add iine 10, column a and line 9, column b 
Add line 10, column o and line 9. colun¥i c 
Add line 10. column c and line 9, column d.

anc^'lc pe'Td *•" ^.OO no credit may be claimed for

11 Check box if box on 1099 HE(s) line 5 is checked
12 Check box if box on 1099 HE{s) line 61$ checked

13 Enter federal grants reported on 1099 HE(s) lines i

15 Enter the lesser of line 5 or line 14
16 Enter amounts from ire 13
17 Subtract line 16 from line 15. Do not enter if amount is less than zero.

O j$

(a) (b) (c) Idl

1.
____ 1 . »jr

/. 93
J_.<3

S h

$ $ $ $
« 7JT<6» $ $ $
% o $ $ S$ 7jrgt $ $ %



Taxpayer name /li/* owl ’ *• *1 Taxpayer Social Security Number OOP -fiO

Schedule HE - Tax Credits and Deductions for Higher Education
r 8^6 &

TAXPAYER'S SUMMARY OF DEDUCTIONS AND CREDITS FOR POST-SECONDARY EDUCATION
1999

nff Schedule HE to sumnfwrize potential deductions and credits for each student for which a oaoe 1 of this srtiPHnt«'
oArinH For any one student either a credit of a deduction, but not both, may be clalm^for a particular acadwiwc

Student s name Social Security Number -------
ia Potential deduction: copy amounts from line 7, page 1
19 Preliminary credils ; copy amounts from line 17, page 1

Students name St^ (aKr*». Social Security Number — -
20 Potential deduction copy amounts from line 7, page 1
21 Prelimirary credils: copy amounts from line 17, page 1

Students name /Waiu Social Security Number -------
22 Potential deduction; copy amounts f om line 7, page 1 
22 Preliminary credits : copy amounts from line 17. page 1

Student's name_____________ Social Secu ity Number
24 Potential deduction; copy amounts from line 7. page 1
25 Preliminary aedlts : ccpy amounts from Hne 17. page 1

26 Potential deductions: add line 18.20,22 and 24 amounts In each column
27 Total potential deductions; add 23a, 23b, 23c and 23d
28 Enter the lesser o‘ line 27 or $10,000.
29 Preliminary credits: add line 19,21.23 and 25 amounts in each column
30 Total preliminary credits: add 26a, 26b. 26c and 26d

___^ca<OTic flferiod reported m'^99 HE 
L^ai \ /(b) I fci

$ S.TOO $I *—f $ SS06 |]
$ 75“d I___1-

$ $ $ $
$ ^ $ $ $

$

7SO

$ $ 7Si>



Page 2 continued
APPLICATION OF THE PHASE-OUT RATIO

31 Adjusted gross income (from line xx from Form 1040)
32 Income excluded by reason of sections 911,931, and 933 <see instructions)
33 Modified adjusted gross income: add lines 32 and 33.

$ d

If your line 33 amount Is $50,000 or less, 150,000 or less for a Johit return, enter the 
amount on line 28 on Une yy of your Form 1040 and the amount on Ine 30 on line zz 
of your Form 1040 and do not complete the rest of this page.

you areIf your line 33 amount Is mora than $70,000, $100,000 for a Joint return,' 
Ineligible for any deductfons or credits calculated on this Schedule HE.

34 (a) Phase-out rario: line 33 amount mints $53,000 ($80,000 for joint -etums)
(bj Divide (a) by $20,000 and enter.

If Ihls ratio Is greater than 1.00 no deduction or credit can be claimed.

35 Enter amount from line 28.
36 Multiply line 35 amount by line 34 phase-out ratio. •
37 Allowafcfe deduction: subtract line 36 amount from line 35 amount and enter on line 

yy of your Form 1040.
38 Enter amount from line 30.
39 Multiply line 38 amourt by line 34 phase-out ratio.
40 Allowable credit: subtract line 39 amount from line 38 amount and enter on line zz of 

your Form 1040.

$ 7SCO
$ 2. iSO
$ 55 ft



17:42 '£T2U2 022 »26U OFC TAI POLICY ®002/002

Comments on: Simplified Hope Credit Option

1. Limiting students to two taxable years of credits simplifies and eliminates the need for 
academic period by academic period calculations. This option also eUminated the necessity to 
make a distmction be tween M-time and at least half-time students. A further rule is probably 
necessary to keep such a regime simple: For any one student either a credit or a deduction may be 
claimed m any one taxable year, but not both.

2. The drawback to this approach is that it disadvantages the half-time student who may be both
school. If Umited to two years of credits she may not be able to use the fuU 

$3000 when two academic years have not been completed by the end of the second taxable year.

3. If institutions are not going to be required to put GPAs on 1099 HEs we might as well simply 
have taxpayer check a box indicating that he has evidence from transcripts or other sources that 
the B- requirement has been met and that the records are being maintained The IRS doesn’t 
want to coUect aU the paper transcripts and can’t afford the resources to verify that info fi-om 
transcripts. In a significant number of cases transcripts form more than one institution would be 
involved. If the simple check the box and maintain records lule without institutional reporting is 
adopted we would have to revise the revenue estimate for the proposal upward.

4. We don’t think institutions will have to report all scholarships and grants received by the 
student, only amounts paid by or on behalf or student fi-om “femily” funds, using a rule that 
attnbutes aU scholarships and grants to tuition and required fees even if nominally designated for 
room and board. They will also have to report federal assistance, but only for students who have 
not passed the two-year threshold.

5. Since institution will not be asked to judge whether education enhances students job skills it 
will have to issue 1099 HEs for payments by or on behalf of students (net of all scholarships and
grants) to any non-degree program student except payments for sport and hobby courses not part 
of a degree program.

Possible variation on this theme; Allow a “lifetime” limit of $3000 for each student. The amoimt 
would be mdexed on the basis of the year in which post-secondary education began. This would 
achieve the same simplification (as long as there is an either/or rule for choosing credits or 
deductions for a particular student for a particular taxable year) in teims of not having to 
separately account for each academic period. This would not disadvantage the working student 
who spends four academic years finishing the first two years of post-secondary education.

We may want to think about an effective date rule that does not disadvantage the student who 
paid for the spring semester the December prior to the first taxable year for which 
cr^its/deductions can be claimed. The rule could be effective for education beginning on or alJter 
July 1 of the first taxable year to which the proposal applies.



S)Om

COMMENTS ON LATEST PROPOSAL

years they are no longer eligible for the oredit. ^ ^ ^

3. This is somewhat less burdensome on institutions. They still are reauired to oroviHp 
information about program that the student is enrolled in. Accounting systems usually 
prepare IRS reports. With this system, schools have to keep So?whamoe J ^

enrolled in and their enrollment intensity. This could^be difficult 
pS^rams ^ ^ college where all types of students attend all type.s of

^0“’^ ^lave to gather these in time for filing tax forms It
ma® alToTeio; «hich



Simplified Hope Credit Option

$1500 credit for tuition and fees paid during the tax year for any half-time-or-more enrollment in 
a degree or certificate program.

Student is eligible for the first credit if had not completed two years of academic course work 
prior to the reporting year (the tax filing year).

Student is eligible for the second credit if had not completed two years of academic course work 
prior to the reporting year, and GPA for the first year of course work (or if not completed, 
whatever courses completed at time of filing) is at least 2.75. (In other words, in order to claim 
the second $1500 credit, the student does not need to have completed the entire first academic 
year of course work. But once the second credit is claimed, in part or in full, no further credits 
are available).

Information that institution would need to provide to student/taxpayer and ED/IRS

• Tuition and fees paid during the year for half-time-or-more enrollment in a degree or 
certificate program.

• Federal grant aid for half-time-or-more enrollment in a degree or certificate program.

• Non-taxable aid for half-time-or-more enrollment in degree or certificate program.

• Did the student complete two years of academic course work prior to the reporting year? 
(If yes, the student is not eligible for the credit. If the second year was completed during 
the reporting year, the student is eligible for a first or second credit).

Because the deduction is available for less-than-half-time and non-degree courses (if they 
improve job skills), reporting would also be needed for:

• Total tuition and fees paid for all enrollment in eligible programs.

• Total grant aid.

For confirming grades (in order to get the second credit), student would sign declaration of a B- 
average and attach copies of grade reports or transcript.



Draft
The following i:ifonnation items ate required with 

res^t t3 each academic period for which a student is enrolled 
drying the taxable year. The table indicates the current location 
of each Item (that is, the potential reporting entity), and the
fr^eni^ with which each item would need to be reported to the 
IRS and/or the student.

It must be noted that in order to ensure an acceptable 
levd of taxpayer compliance, poslsecondar/ institutions will be 
responsible to report small sets of indi vidual-level data to the 
IRS and the student.

In the table below, annual reporting means that the IRS 
wou d receive a single tape or other machine-readable formatted 
data from an institution at the time appropriate to ensure 
effective compliance (most likely in January or February

following the close of the tax^calendar year). The annual 
institution-providec information would include student-level 
data for each enrollment period attended during the tax year. ED 
could tunnel data from institutions to the IRS.

The articulated FIOPE Scholarship policy is to provide a 
tax credit for the first two years of postsecondary education 
while allowing less than full-time attendance, so it is necessary 
to track the accumulating value of the credit. Because the credit 
amount would be indexed to inflation, this tracking must use a 
non-dollai measure. The proposed approach, indicated on the 
following table as -periodic" reporting, requires institutions to 
provide information to their students for each emollment period 
(e g. semester, iriraesler, quarter) attended. This approach also 
accommodates the mismatch between tax (calendar) and 
academic (July through June) years.

Credit Deduction
Current Location

(Reported by)

Reported to Current Location

(Reported by)

Reported to
Information Item IRS Student IRS StudentName and SSN of 5tudent(s) Institution, ED* Annual" n/a^ Institutior, ED' Annual* n/aName and SSN of taxpayer(s) NONE Annual n/a NONE .Annual' n/aName and EIN of institution's) attended

'r “a* • ^ ^

ED, Institution^ Annual^ Periodic ED, histilution' Annual* Periodic
Turtion and fees charged Institution, student Annual Periodic Institution, student Annual Pbriodic
Tuition and fees paid (i.e. less refunds etc.) Institiition,‘ student Annual** Periodic Institution,* student ArmuaP Periodic



Federal grant aid

Nwi-federal grant aid
Institution, ED’

Institution’

Annual’

Annual’

Periodic

Periodic

not lequtied

not lequiied

n/a

n/a

a'a

n/aTotal grant aid not required n/a n/a InsUtutkai* Annual’ Periodic
At!endaiK:e status (fulWpart-time) Institution, ED’ Annual’ Periodic Institution, ED' Annual’ Periodic
Year in school Institution, student Annual’ Periodic not tequired n/a n/aEligible program Institution, student^ n/a Periodic Institution, student' n/a Periodic '
Skill acquisition course not required n/a n/a Institution, studenf n/a PeriodicGrade point average Institution, student n/a Periodic not required n/a n/a)rug-free certification Student, ED' Annual Periodic not required n/a n/aNon-resident alien ED' Annual Periodic ED' Annual PeriodicPrior year allowable tax credits JRS n/a n/a not required n/a n/a

Student-reported information, whiie readily available, may be imi^liable
t,L> s program databases are not currently configured to facilitate periodic reporting.

J. Title IV Fcdera: tinancial aid applicant only.
2. Anticipated mirimuir IRS reporting requirement.
3. Not applkabie.

8. Assumes instititlion is aware of ail private aid sources.
9. If properly iiifoimed by institution.

ED/OPE
November 21, 1996
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; !
November 6, 1995 ^ f j

Note for Gene Sperling
From: Ken Apfel [ ^

*
Subject: Tuition Tax Credit Options

Attached please find the summary of alternative tuition tax credit options which were 
requested by the NEC. This package has been coordinated by my staff with input from 

Education, Labor, Treasury, and CEA.

CEA is concurrently circulating additional options for an education credit. These 
options, when further specified in response to comments, may also prove useful to consider 

when the NEC meets again on this subject.

Please let me know if there is anything further you would like us to do with this material. 
I am distributing it simultaneously to the agency and White House staff who worked on it with 

us.

c: Mark Mazur, CEA
Eric Toder, Treasury 
Ann Lewis, Labor 
Maureen McLaughlin, Education 
Paul Dimond, NEC



November 6,1995

Proposal to use tuition tax benefits to guarantee some college education for every American

SUMMARY OF OPTIONS

The idea has been advanced that a tax credit/deduction could be devised to support a 
policy of a “guarantee” of two years of postsecondary education to all Americans, at the average 
tuition of community college, and provide tax relief for undergraduate tuition payments beyond 
the second year. The guarantee proposal would replace the education/training tax deduction 
proposal of the Middle Class Bill of Rights (MCBR).

At the NEC meeting on October 26, principals agreed that an interagency staff group 
would explore a variety of approaches to the initial guarantee proposal. Those suggested 
approaches were: modifying the initial guarantee proposal to reduce cost or meet other design 
concerns, truncating any of the three modified options to reduce cost, and re-packaging of current 
policy.

This packet compares the MCBR, the guarantee proposal, and the options along the 
dimensions of cost, student coverage, tax administration, reactions from the higher education 
community, effect on current student financial aid policies, school pricing, and enrollment effect.

A summary chart is provided plus a page on each option.



comparisons of MCBR, Guarantee, and Other Options

Middle ClM 
BillofRiikli 

(MCBR)

•udOplieaS, 
Repickige 
Carnal PoUcki

Coaraalm
Prepoul

S 3t J billian over 
7yeen

S23.S billion over 
S yean (Option 4)

S 341 billion over 
Tytm

$ 33 billion over 5 
ytm (Option 4)

Tax Credit

Tuition paid, net 
of federal and 
nnn.federal 
eranti. up to a 
max credit of 
SI.200 for lit- 
and2nd-ycar

Optloal

Modified SUM 
Tai Credit plus 

Dedactiou

S4S.I billioaovcr 
7 yean

S 29.3 billian over 
i yean (Option 4)

Same basil, but if 
Pell grant ii 
SI,200 or more, 
no tax credit

Tax Oedactioa

Tuition paid, net 
of federal and 
noo-federil 
grams, up to a 
max deduaion of
SI0.000 per tax 
filing unit

Same as MCBR 
for 3rd-. 4th-, and 
Sth-year 
undergraduate 
students

Max deductioo of 
SS.OOO per tax 
filing unit

Coverage

Post-iecoodaiy 
audents. 
regardless of 
institution and 
program, 
including grad 
students 
(Full- and part- 
time)

Incumbent 
worken and ihoie 
needing skill 
enhancement

16.5 million 
students

Degree-seeking 
undergraduates 
enrolled at least 
half-time

g.9 million 
students

Community 
college students 
in 17 states 
not fully covered 
because tuhioo is 
higher than 
SI ,200.

Same types of 
atudenu at the 
guarantee 
proposal

g.3 million
tnidenis

Community 
college students 
in 17 slates not 
fiilly covered 
because tuition is 
higher than 
SUOO.

Best Feature

Rewards spending 
on higher 
j-tiM-tiiw which 
can lead to a 
better qualified 
workforce

Also with current 
student loan. Pell 
grant, etc. 
guarantees 
futancial access, 
albeit with loany 
for non-needy

Provides 
guarantee to degree-seeking 
tnidents of access 
to at least a 2-year 
degree without 
borrowings, as 
well as a tax 
deductioo to 
upper level 
tnidents

Provides the 
benefit of the 
guarantee 
proposal at lower 
cost

Focuses the new 
benefit on the 
middle class.

Tax Adm.

Student 
information 
verification ve^r 
difficult

Creates a new 
burden on higher- 
education 
instimtions

Same potential for 
abuses as in ED 
programs by 
including non- 
degree granting 
insiinuions, 
espc.'ially for 
profiu

More burden on 
schools and IRS 
to verify student

under MCBR by 
changining 
eligibility from 
credit to 
deduction at the 
2nd year

Same at the
guarantee
proposal

Higher Ed 
Community 

Reactiont

Not very 
supportive

Seen as major 
change in 

~Adminisaaion's 
tnident futancial 
policy by 
providing new 
cash benefits to 
non-needy

Lets supportive 
than MCBR

Same as the
gunnttc
proposal

Effect on Student 
* AidPoUcka

School
Pricing

May lead to
tuition
increase

Same as MCBR 
and excerbated by 
tax credit

Same as the
guarantee
proposal

loot, credit 
could have 
moresev« 
effetu on 
school 
pricing than 
MCBR

Same as the
guarantee
proposal

OplitMl

Sl.dMTax 
Credit for 2 

Voan of College

S47 billion over 7 
yean

S2t billion over S 
yean ((Option 4)

Same as Option 
l.(no credit if Pell 
grant coven the 
guatiniee level) 
but max is SI.600

1st-and 2nd-ycar 
degree-seeking 
undergraduates 
enrolled at least 
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Middle Class BiU of Rights

The pending education tax deduction in the Middle Class Bill of Rights (MCBR) 
provides a phased-in tax deduction for tuition and fees paid, net of Federal and non-Federal 
grants, up to a maximum deduction of $10,000 per tax filing unit for all postsecondary students, 
regardless of institution and program. The deduction phases out for single tax filers vvdth AGI 
between $70,000 and $90,000, and for joint filers with AGI between $100,000 and $120,000.
The AGI phase-out ranges are indexed beginning in year 2000.

Best Feature: This proposal would reward spending on higher education, which leads to a better 
qualified workforce. This proposal would support the Adminsitration’s lifelong learning agenda.

Cost: This proposal would cost $38.8 billion over 7 years (and 23.5 billion over 5 years).
Revenue Estimates (in billions of dollars)

Year 1 2 3 4 5 6 7 Total
MCBR cost 0.7 4.7 4.9 5.7 7.5 7.5 7.8 38.8

Coverage: This proposal would cover all the postsecondary students (that is, full- and part-time 
students in degree- or non-degree programs, including graduate students). Because many low- 
income students and their families have low tax liabilities, however, this proposal would 
primarily benefit middle-income students, particularly those who are attending relatively more 
expensive schools.

Total Number of Potential Recipients: 16.5 million students

Tax Administration: To verify student information the Federal government would have to 
require schools to provide such information to the IRS, placing a major new administrative 
burden on higher-education institutions.

Higher Education Community Reactions: (a) Because they viewed this proposal as a shift 
away from need-based aid, the higher education community gave it only lukewarm support; (b) 
The higher education community was concerned that this proposal would disproportionately 
reduce costs for attending public institutions, compared to attending private institutions; and (c) 
Higher priced schools would get more “benefit” because of higher deduction for their students 
and families.

Effect on Student Aid Policies: Expanding tax benefits to the non-needy was seen as a major 
change in Federal student financial aid policies, which have emphasized means-tested assistance 
for higher education, except for certain loans.

School Pricing; Tuition tax benefits could provide an incentive for States and private 
institutions to increase their tuition and fees, or to mask cost increases for room and board as 
tuition and fee increases.



Guarantee Proposal

This proposal would provide tax credits for a student’s first two years of college and tax 
deductions for the later years of undergraduate study. For 1st- and 2nd-year degree-seeking 
undergraduates, this proposal would provide a refundable tax credit for tuition paid, net of 
Federal and non-Federal grants a student receives, up to a maximum credit of $1,200 for each 
student; and for 3rd-, 4th-, and 5th-year students, this proposal would provide a tax deduction for 
tuition paid, net of Federal and non-Federal grants a student receives, up to a maximum of 
$10,000 per tax filing unit.

Best Feature: This proposal would provide guarantee to degree-seeking students, to ensure 
access to at least a 2-year degree, as well as a tax deduction to upper-level students.

Cost: This proposal would cost $54.2 billion over 7 years, which exceeds MCBR by $15.4 
billion.

Revenue Estimates (in billions of dollars)
Year 1 2 3 4 5 6 7 Total
Guarantee 1.0 7.0 7.6 8.2 -9.1 10.5 10.7 54.2

Coverage; This proposal would target degree-seeking undergraduates enrolled at least half- time. 
It excludes all students in non-degree programs, part-time students enrolled less than half-time, 
and all graduate students, all of whom are covered under MCBR. In 18 states, there are, 
however, no community college with tuition less than $1,200. (Those states include MA, MD, 
MN, NH, NY, and OH.) About 40% of coimnunity college students, paid more than $1,200 in 
tuition in 1994.

Total Number of Potential Recipients: 8.9 million students

Tax Administration; (a) Under this proposal, schools would have to provide more student 
information (including a student’s status and the amount of tuition and fees s/he paid) than under 
MCBR; and (b) A 100% refundable credit may increase the potential for fraud, relative to 
MCBR.

Higher Education Community Reactions: (a) For the reasons discussed in MCBR, the higher 
education community v^dll probably oppose it or give it only lukewarm support; and (b) The 
higher education community will also fear the reporting burdens and administrative costs 
resulting from the Federal government’s efforts to verify student, tuition and aid information.

Effect on Student Aid Policies: This proposal raises the same concern described in MCBR. In 
addition, this proposal would raise much greater concerns on the part of foundations, schools, 
and state governments offering non-federal aid because any dollar of student aid up to the credit 
limit would be viewed as saving the federal government a dollar of tax credits.

School Pricing: The potential impact might be more severe than MCBR because of the tax 
credit. Colleges will have limited incentive to compete on price at tuition levels below $1,200.



Option 1: Modified Sl^OO Tax Credit Plus Deduction

This option is the same as the guarantee except: (1) the $1,200 guarantee can be satisfied 
by the Pell grant; an individual can not get a $1,200 Pell grant plus the tax credit, regardless of 
how high tuition may be; (2) the tax deduction for tuition paid, net of non-Federal grants, would 
be up to a maximum of $5.000 per tax filing unit, not $ 10,000.

Best Feature: This option would provide the benefit of the guarantee proposal at lower cost. It 
would also focus the new benefit on the middle class.

Cost: This option would cost a total of $ 48.1 billion over the next seven years, $9.3 billion more 
than MCBR, and $6.1 billion less than the guarantee proposal.

Revenue Estimates (in billions of dollars)
Year 1 2 3 4 5 6 7 Total
Optionlcost 0.9 6.1 6.7 7.4 8.2 9.3 9.6 48.1

Total Number of Potential Recipients: 8.5 million students

Coverage: Same as the guarantee proposal. In addition, by guaranteeing $1,200 through the sum 
of the Pell grant or the tax credit, this option would primarily benefit those who receive a Pell 
grant less than $1,200 or do not at all a Pell grant.

Tax Administration: Same as the guarantee proposal.

Higher Education Community Reactions: Same as the guarantee proposal.

Effect on Student Aid Policies: Same as the guarantee proposal.

School Pricing: Same as the guarantee proposal.



Option 2: $1,600 Tax Credit for Two Years of College

This option would change the guarantee to $1,600, treating Pell grants the same as in 
Option 1. This option excludes the deduction portion from the guarantee proposal.

Best Feature: This option would provide the benefit of the guarantee at lower cost and focus 
new benefit on the middle class. It would also better cover community college tuition in high 

tuition states.

Cost: This option would cost a total of $ 47 billion over the next seven years, $8.2 billion more 
than MCBR and $7.2 billion less than the guarantee proposal.

Revenue Estimates (in billions of dollars)
Year 1 2 3 4 5 6 7 Total
Option2cost 0.8 5.7 6.4 7.1 8.0 9.3 9.7 47.0

Coverage: This option would benefit 1st- and 2nd-year degree-seeking undergraduates enrolled 
at least half-time. Unlike the guarantee proposal and Option 1, this option would not cover 3rd-, 
4th-, and 5th-year undergraduates enrolled at least half-time in degree programs. In contrast to 
MCBR, this option would exclude all part-time students, non-degree students as well as graduate 
students. By raising the guaranteed amount to $1,600, this option would address, to some extent, 
the community college student issue described in the guarantee proposal. About 81% of 
community college students paid $1,600 or less in tuition and fees in 1994-95, and in only nine 
states (including MA, NH, and NY) do all community colleges charge more than $1,600 in 
tuition and fees. Unlike the guarantee proposal, this option would primarily benefit those who do 
not receive a Pell grant or receive less than $1,600.

Total Number of Potential Recipients: 5.4 million students

Tax Administration: Generally the same as the guarantee proposal except the verification 
burden may be lighter due to the smaller number of students affected and simpler because there 
is no switching to a deduction after the second year.

Higher Education Community Reactions: Same as prior options. The higher education 
community may be concerned however that tax benefits are limited only to first two years.

Effect on Student Aid Policies: Same as the guarantee proposal.

School Pricing: Same as prior options except the problem may be less serious than under the 

guarantee proposal, at least in case of 4-year schools.



Option 3: $1^00 Tax Credit for One Year of College, All Students

This option would retain the guarantee of $1,200 but only for the first year of 
postsecondary education through the sum of the Pell and the tax credit.

Best Feature: This option would further reduce the cost of the guarantee proposal while 
broadening the types of students covered, namely, to include non-degree, technical education 
programs and students enrolled less than half-time.

Cost: This option would cost a total of $ 37.3 billion over the next seven years, $1.5 billion less 
than MCBR, and $ 16.9 billion less than the guarantee proposal.

Revenue Estimates (in billions of dollars)
Year 1 2 3 4 5 6 7 Total
Option3cost 0.7 4.5 5.0 5.6 6.3 7.5 7.8 37.3

Coverage: This option would cover the same broad range of populations (excluding graduate 
students) as the MCBR but for only one year. As in the case of the guarantee proposal, however, 
this option would not provide total support for community college students in those states with 
community college tuition and fees that are much higher than $1,200. Like Options 1 and 2, this 
option would primarily benefit those who do not receive a Pell grant or those who receive a Pell 
grant of less than $1,200.

Total Number of Potential Recipients: 8.0 million students.

Tax Administration: The problems identified under the guarantee proposal would apply to this 
option. Although the verification burden might be slightly lighter due to the smaller number of 
students, the inclusion of non-degree students might add to the overeill burden. The inclusion of 
non-degree granting institutions will expand potential for fraud, because proprietary vocational 
schools already have higher rates of default and fraud and are more difficult to monitor.

Higher Education Community Reactions: Same as prior options. (Community Colleges 
would prefer this option to Options 1 and 2, however, due to their enrollment of non-degree or 
sub-AA degree students.)

Effect on Student Aid Policies: Same as in Options 1 and 2. (But this option is consistent with 
the President’s emphasis on lifelong learning.)

School Pricing: Option 3 will affect the prices of proprietary schools, which are not included in 
Options 1 and 2, but have less effect on the prices of degree-granting schools than Options 1 and 

2 would.



Option 4: Truncating number of years

This option would modify any of the previous options to cut costs. There could be 
criticism of the Administration’s commitment if benefits are limited to four years.

Costs
($ in billions)

MCBR 

Guarantee 

Option 1 

Option 2 

Option 3

7yr.

38.8

54.2 

48.1 

47.0

37.3

5yr.

23.5

33.0 

29.3

28.0 

22.1



Option 5: Repackage current policy

Current Federal student aid programs already guarantee financial access to more than a 
community college degree. If cost and other aspects of previous options make these 
unacceptable, this option explains how current policy can be repackaged to achieve a 
comparable rhetorical position.

o Federal Pell grant funds are awarded on an entitlement-like basis in amounts adequate to 
cover community college tuition and some portion of living expenses for the 3.7 million 
neediest undergraduate students. The maximum award would be $2,620 in FY96 (it is 
$2,340 now) for the poorest student under the President’s policy, and the minimum award 
for middle-income students is $400. Students enrolled less than half time are eligible as 
well as those enrolled half time or more, although the grants to part-time students are 
prorated. The so-called “campus-based” student aid programs provide additional need- 
based supplemental grant funds (SEOGs), college work-study, and Perkins loans.

o Undergr?^^»atp and graduate students (6 million annuallvt pursuing a credential are 
entitled to student loans if enrolled half time or more, irrespective of financial need. 
Students can receive sufficient funding under the loan programs to finance tuition in a 
community college or higher-priced vocational or collegiate institution, and/or residential 
college living expenses.

o Income-contingent repayment in effect converts loans to grants for people who cannot 
afford to repay. In the direct loan program, borrowers can choose to have their 
payments based on a reasonable percentage of their income so they can choose to take 
low-paying jobs in the community without fear of default.

Under the President’s June Balanced Budget plan and the MCBR, students’ families are 
guaranteed $2625 for student loans in the first year of postsecondary education, plus if 
poor, a maximum of $2620 in Pell Grants, plus up to $10,000 in tax deductions, plus up to 
the full cost of attendance (e.g., at the average community college $6,850) in parent loans.
The Administration could communicate much more effectively the availability of these sources 
of support, with the President taking special credit for high Pell levels and income-contingent 
repayment.

Note: A further option for middle and upper income families might be a tax benefit based on
interest on loan payments, benefiting those who have already incurred substantial debt as 
well as new borrowers. The Senate reconciliation package has a provision allows parents 
and students a tax credit of $500 for interest on college loans, phased out as income rises; 
cost: $1 billion over 7 years. This is supported by the higher education community. 
Something like this could be a low-cost supplement to the current package.
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RE: Ttiition tax proposal

There is wide agreement among your economic team and White House staff that the concept 
of two years of college as expeaed as 11th and 12th grade is an important and
powerful concept. Yet there are serious concerns and some disagreement over what policy 

best delivers this message. This memo has four sections:

Seaion 1. Responses to Basic Timing and Idea

Seaion H. Five General Options

Section m. General Concerns

Section IV, Pro and Con on Each Option

SECTION L RESPONSES TO BASIC TIMING AND IDEA: WMlc the majority of this 
memo will deal with the specific options and the pros and cons of each, it is important to 
note among your economic and education team and political advisors in the White House, 
there is still some basic disagreements as to the overall approach.

Differences: Need to Take Risks to Offer a New Bold Idea: Some of your ad% isors 
believe that it is important to go forv/ard with some idea of free 13th and 14th grade 
because it represents an idea and second term agenda that is bolder and stronger than 
any of your existing proposals, and therefore, would make more clear what your 
overall agenda is for the second term. Those who feel strongest about this need, feel 
strongly that you should push forward on a free 13th and 14ih grade proposal, with the 
understanding that all ideas have problems that have to be ironed out and that such

should not hamper us going forward with the program. Others feel, there is not 
a basic need for such a new proposal, and that any new proposal will receive 
considerable scrutiny during the long campaign months, and that we should be 
relatively risk-adverse in offering new ideas where all of the mechanics have not been 
worked out. Qe^lyTmany feel the answer to this issue lies in our ability to iron out 
the tough spots that will be discussed below.



Agreement: Completely Paid for and Balance in the Year 2002: One issue where 
there is near unanimous agreement is the notion that any extra costs must be 
specificaUy and clearly paid for in a way that makes clear we are still m balance in
the year 2002.

Differences: Perception of Starting a Bidding War: While all agree that this new 
proposal is consistent with your targeted education tax strategy, some are concerned 
that even if we pay for this tax cut, the timing will lead many to claim that we have 
started the bidding war and that this will hurt our overall credibility. For some of your 
top economic advisors, this concern is very strong and would argue against doing a 
proposal even if most of the details could be worked out. Others fed that it is 
important to make such a proposal now, because if you wait, you may later be seen as 

reacting to a large across-the-board tax cut proposal.

Difference: Concern About the Message of "Free:" Secretary Reich and Secretary 
Riley agree with those who feel that the notion that "free" 13th and 14th grade tuition 
is central to making this a bold idea that will receive considerable attention.
Secretary Kantor and others are concerned that despite the attractiveness of the notion 
of "free" 13th and 14th grade, the concept of "free" go« against the message of 
responsibility and opportunity, and of no more something for nothing. The response 
to this concern could be that if it is only tuition that is free, and students and families 
still have to take responsibility for room, board, transportation and books.



v^grTTONn. FTVK riFNFRAT. OPTIONS

nimnN lr Repackage Policies and Proposals As Guaranteed Access Accounts

This option would show that our existing policies and proposals together provide every 
American a guaranteed access to college and more. We could describe these benefits as 
”Individual Education Accounts** or "Individual Learning Accounts." They would guarantee 
every American $7,000 (or some equivalent amount) for their first two years through a 

combination of policies:

Increased Pell Grants
Increased work study
$10,000 tuition deduaion
Loans — with pay-as-you can repayment
Skill Giants
Expanded IRAs to save tax-free for education and training

OPTION lA: Option 1 With Sweetener: e.g., Pre-Paid Tuition Savings Option

Under this option, we would give the package in Option 1 a new bite by adding a relatively 
inexpensive sweetener. For example, we could expand subsidized loans or the Treasury could 

CTCOuragc pre-paid tuition savings plans,

NOTE ON PACKAGING AS "ACCOUNTS"; All of the following options could be 
packaged as part of an Individual Leaming/Education Account which include all of the 
benefits we offer. These options below could be seen as Education Accounts that

•Guarantee free tuition at an average community college 
♦Guarantee $6000-7000 a year in overall financing 
•allow people to save for education 
•pay back on income-contingent basis

NOTE ON PELL GRANTS: Any of the options below and above could include our 
announcing what we have already budgeted for the increase in Pell Giant awards in 
our 7 year balance budgets. This would make clear that our plan does help lower - 
income students (now, some will say that most PeU Grant recipients do not benefit 
from our additional credit) and will help get a sounder validator reaction from the 

higher education community.



nPHTTON 2i Tax Credit for 13th and 14th Grade Combined with $10,000 

Deduction

$1,500 for 13th and 14th Grade Full-Time 
$750 for 13th and 14th Grade Pait-Timc 
$10,000 Deduction (yet only at 15%^bi^cke0j^^,^

$1500, Full-Time: Full-time students in degree programs would be guaranteed $1,500 for 
tuition from either a refundable tax aedit or a Pell Grant. In other words, if someone had a 
$1,500 Pell Grant they would not get a tax credit, and if they received a $1,000 Pell Grant 
they would get a $500 tax crediL This ensures that every young person is guaranteed a "free 
tuition" at an average priced community college. It would be enough to cover the average 
tuition for community coUeges in J^jmtes, which include 67% of community college 

students.

Up To $750, Part-Time: Part-time students in a degree program could get a credit of up to 

$750 per year for four years for up to half-time enrollment.

$10,000 Deduction (15% limit): About 70% of taxpayers arc in the 15% brackets. Under 
our current proposal, a family in the 28% bracket could get a $2800 tax cut. Under this 
option, the deduction would be taken in the 15% bracket, so the most a family could receive 

would be $1,500 (15% of $10,000).

QPTTON

nwrxns 2C:

Same as Option 2 BiitWithout The $750 Credit for Part-Time 
Students / ^

Same as Option 2 But The Credit Would Be Available to Students 
in Non-Degree Programs, This would cost about $1 billion more per

ye^

nimON 3: Ensure Free College Tuition by Offering to Match 75% of Tuition
for Community College (up to SIOOO-SISOO)

This option could have the same general benefits as Option 2, but the credit would 
a different form, and would vary based on each state’s tuition. The residents of each 

state would be eligible for a tax credit worth 75% of tuition if the ^te agreed to pay the 
other 25% — up to $1200. For example, a state with a $1000 tuition, would have to agree 
to pay $250 for everyone in their state to be eligible for a $750 refundable tax credit.



QPTTQN 4: GiTe a Set National Credit Directly to EUgible Students Regardless of the 

Costs of Tuition in Their State

Under this model, a aedit equal to the national average commumty college tu^on would be 
given to each student dircalv — regardless of the tuition costs in their state. Therefore, each 
Ml-time student would receive a $1200 or $1500 tax credit enough for M-toe tuition 
at an average community coUege. If the state were high-pneed, the $1200 or $1500 amount 
would not be enough for "free"community college, but that would be the fault of the state.
For states that subsidizied more than the national average — so that commumty coljei® 
tuition was only $900 — the student could keep the difference and apply the rest ($300 if the 

credit were $1,200) for books, room and board.

OPTION 5: Expand Pell Grants To Guarantee All Students a Minimum of $1200-
$1500. This option would offer an expanded Pell Grant approach in which ali 
students would receive a minimum benefit to go to college, while poorer ^ 
students could receive more. This proposal would implement this on the outlay
side and not as a new tax cut proposal.



^ I “ J

,<^rmONTT, CFNineAT . rnNCERNS: There are a few major concerns questions that 
have to considered as we look at each of the options below or craft new options?

1. Costs: As there is a strong feeling that any proposal we put forward should^ specifically 
paid for and solidly within a balanced budget plan for 2002, cost matters and offsets are 
critical Therefore, as we consider each proposal we have to do a cost-benefit calculation for 
each new benefit or population covered in light of the difficulty of finding the neces^ 
effect. This is compounded by the fact that the Administration alrcady has supj^rted new 
oroposais such as the adoptioii tax credit and Kassebaum-Kennedy that ^ costs. Some of 
these proposals have become Uw and we have to^uilt for them. Others are current 
propo^ Sdwe could limit what we arc caUing for;(for example, we could tngger off or 
Umit the years of the Section 127 extension even though our preference is to ext^d it 
permanently.) Some feel that if we are offering a new benefit, we should very dearly show 
how it does cost more funds and how we going to pay for it, so that no one can accuse us of
playing a shell game.

Current Cost Estimates:

9

$1,500 for 13th and 14th Grade Full-Time
$750 for 13th and 14th Grade Part-Time ..(c
$10,000 Deduction (ytt only at 15% bracket)^' - h.i-> y. I

^^^rrent income Limits: (FY97-2002) $46.1 ^=Y2002) $11.8 ^ • S

Limits: (FY97-2002) 5(fy2002) $9,9 .3 5.:^
$80,000-$100,000 Joint " e.q
$50,000-$7p000 Individual

Current $10,000 Deduction (FY96-2002) $41.2 (FY2002) $8.0

If Payment is made in the current fiscal year - through immediate vouc^^ wdl 
increase the costs $7-8 biUion over FY97-2002, but only marginally w. FY2002

Note: The numbers appear to be working out better than,expected because of the savings 

from limiting the $10,000 deduction to 15% for all filers.

Note: The main reason why the numbers are lower than our current proposal, is that our 

current proposal is a seven year estimate and the new proposal arc slx years.

IV/ L

i
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2. Can We Say It Is 'Free'? One of the main features of the proposal is the promise of 
•'free 13th and 14th grade.” We need a claim that is clear and yet does not overstate our case 
and leave us vulnerable to later critiques. Firsts that means making clear that we are speaking 
of tuition — not all costs including room and board. Second, it means ensuring that we are 
clear that the promise is "free tuition at the average community college” or "free tuition for 
states that are near the national average" or allows every state to offer free mition for 13th 
and 14th grade." If we simply say we "promise every student free 13th grade and 14th grade" 
— it likely that the media will spend considerable time tij’ing to find any conceivable hole in 
that promise. _ .

. ■ C’ '■

state Control of Tuition and State Variation: One of the reasons it is difficult to 
ensure "free tuition for everyone" is that community college tuition varies by state and 
is controlled by-statejegisiatures. The cost of community college averages close to 
$S00Q-$6000 a y^. State legislatures subsidize the majority of those costs, and the 
rest ($1200 on average) is paid for by tuition- Therefore, while our proposal is 
indexed for CPI, it is still in the hands of each state legislature to determine how 
much they will subsidize education and therefore how much they will charge for 
tuition, and therefore, whether or not our credit does or doesn't ensure that tuition is
"free."

Every student could be guaranteed free tuition at an average community 
college: A $1,500 credit would ensure that 67% of full-time community 
college students would get free tuition at the average community college in 
their state. We have analyzed two figures: $1200, the national average 
community college :uition,-and $1500, an amount that ensures free tuition for 
67% of students and 34 states. 59% of students in community college pay less 
than $1200 and 81% of students pay less than $1600.

We could state that we are proposing a credit that allows every state to offer 
free nation;" By showing that we are paying for a credit that is above the 
national average ($1500), we can state that we arc making it possible for every 
state to offer free tuition for community college and that if it is not free, the 
finger should point to the state legislature. Option 3 is an attempt to tie the 
funding specifically to a state match to make full-time community college 
education free.



3. The Issue of States Raising Their Tuition In Response to the Credit

The single hardest problem in the ’’free 13th and 14th grade proposal" is the problem of
states' raising tuition.

• States Above the Average: If states charge tuition above the national average — for 
example $2000 — some would argue that a guarantee of $1500 would cause them to 
raise tuition under the premise that students now owe only $500 and could certainly 
pay more. The opposing argument, would be that if the President of the United States 
highlighted that states that were above the $1200 national average were denying their 
students free education, state legislatures would feel political pressure to not push up 
their costs. Some at CEA would reply that as the spotlight wore off, states would 
gradually raise tuition or find other ways — such as lab fees — to raise costs.

• States Below the National Average: While the behavior in states above the average
is subject to some dispute — though most economists would argue prices would rise “ 
- everyone agrees that states below the "award amount" would have a strong incentive 
to raise costs. In other words, if Montana charges $800 for full-time tuition, and we 
guarantee a full credit up to $1500, most believe that Montana would have a strong 
incentive to raise tuition to $1500. This may be the toughest conceptual problem with 
our proposal.

Possible Solutions:

• Tuition Index Controls or Maintenance of Effort: Requiring states not to 
raise tuition above CPI or to maintain their current level of subsidy would 
punish states like California who have significantly subsidized community 
college cducarion. Everyone on your economic team opposes this.

• State Match Requirement One could look for a state-match requirement that 
ensures free I3th and 14th grade conditioned on states doing their part.

• Consumer Pressure: One could also give funds directly to consumers and let 
them use extra funds for room and books (Option 4), This would create strong 
political pressure not to raise tuition.

• Funds Must Supplement State Education Spending, Not Supplant It: We 
could acknowledge that states that subsidized education beyond the national 
average, might choose to change their tuition, but only if the additional revenue 
from the difference between their current tuition and the credit is used to 
supplement other forms of scholarship funds for education in their state.

8



4. Who would benefit? Another key issue — directly related to the cost constraint 
— is who would benefit from each proposal. All of the proposals would clearly 
help those who go to two years of full-time college. For many going to community 
college, it would mean "free mition," for those going to more expensive colleges 
it would mean a $1500 downpayment. The question as we go through is the people 
who don't fit into those categories: older workers, working single parents etc.
The options include — if we can afford it — a $750 credit for half time students for 
to ensure that this prt^sal includes as many people as possible. The Labor 
Department has suggested that the credit apply to students in non-degree technical 
schools. This would costs as much as $1 billion more a year. The credit would not 
cover the following;

attending a non-degree program, such as some technical and vocational 
schools
attending a degree program less than half-time (or perhaps less than full 
time)
who have already had two years of post-secondary school and are 
honest about it (students could get the credit if the school considers 
them a freshman or sophomore)

Nevertheless, these students and workers would still benefit from our proposal even 
though they may not qualify for the credit. All of these students would be eligible for the 
$10,000 tax deduction for an unlimited number of years, with the exception of those taking 
classes less than part-time that are not related to their career. Many would also be eligible 
for Pell Grants (which now average $1,600), Skill Grants (up to $2600) to pursue training in 
the program of their choice, student loans, woric-study, or a combination of them. They or 
their would also be eligible to save tax-free for their education under your ERA
proposal.

5. Adminbtration and Implementation: Most advisors believe it is important for the tax
credit to be seen as immediately tangible for people going to school. Therefore, Treasury 
Department is devising ideas for how to allow the fimds to go immediately and dircaly to the 
school so that the proposal is not seen as telling people to boirow for 12 months and then 
later get tax relief for tuition. Delivering the credit when tuition is due rather than when 
taxes arc filed would make tuition seem more free, might encourage even more students to 
enroll, and would reduce the IRS's involvement with the credit. It could be done by sending 
the student or the school a voucher-like check for tuition. One problem is that as this 
voucher approach is developed in more detail, Republicans may seek to portray it as a 
pending program — especially since they already portray refundable EITC credits as outlays. 
Fuitheimore, it would increase the overall costs of the program by $7 billion over 6-7 years. 
One option is to suggest administration ideas and make clear that we will work with state 
officials and colleges 4o devise a system that worics best for everyone.

\
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SFfTTTON TV, PROS Af»JT> CONS

Pros and Cons on Specific Options.

Oprtftw 1: Repackage Policies and Proposals As Guaranteed Access Accounts

Pros:
• Shows consistency by staying with the Middle Class Bill of Rights proposals

• Highlights the impressive proposals we have

• College access is now guaranteed and we should stress that

• Does not leave us open to "bidding" war critiques

• Speeches and paid media can help get this message out

Cons:
• Unlikely to get news. The press w-ill ask what proposals arc new and if it is 
not significant, it is unlikely to get major bounce.

• Without new proposal showing "free 13th and 14th grade," we will not get 
the news hook that would allow us to get the message out that all college 

access is guaranteed.

• Does not set out a bold enough new vision of our major goals for the second 

term.

Comments On Option la — Option 1 with a Sweetener: If there is a less expensive 
"sweetener" it would have to be something of news value. Perhaps, a strong move on 
clarifying and encouraging state pie-paid tuition savings plans would have that kind of 

bounce.

10



Hpfinn 2: Tax Credit for 13th and 14th Grade Combined with $10,000 Deduction |

$1500 for 13th and 14th Grade Full-Time 
$750 for 13th and 14th Grade Part-Time 
$10,000 Deduction (yet only at 15% bracket)

Pros:

• Allows for Haim that we are providing "free 13th and 14th grade" for 
average and above average community colleges.

• Keeps the $10,000 deduction from Middle Class Bill of Rights, and reduces 
the costs by limiting the deduction to 15% — even for those in the 28% 

bracket.

• $750 half-time credit ensures that young parents as well as older woriters 
switching jobs can take advantage of the new tax credit. Along with the 
$10,000 deduction, skill grants, IRAs, and Pell Grants, this would provide a 

strong life-long learning program.

Cons:

• There is strong argument to assume that states with lower than average 
tuition would raise their tuition for full-time students to $1500 and half-time 
students to $750. Thus many foUow-up stories on the proposal may be on the 

likelihood of tuition being raised.

• If only full-time students were covered, pan-time students may pressure the 
state and the schools not to raise tuition because it might affect their costs. If 
part-time smdents receive a credit, there may be very little incentive for below 

average tuition states to raise tuition to $1500.

• One-third of community college students — who are in 16 states would 
not get "free tuition" and some might contest our "free" claim, even though we 
called it "free tuition at an average priced community college."



Option 2 b: Option 2 without the credit for part'^time students.

Pros:
• Reduces the expense

• Leads to more constraint on state legislatures to not raise tuition

• Older Americans would still be eligible for $10,000 deduaion, skill grants, 
IRAs and Pell Giants

• Encourages more people to go full-time, which is highly correlated with 
successfully graduating

Cons:
• The main attraction of the new proposal — the tax credit — would not 
reach many part-time students and people going to school while working.

• Would not be as strong in appealing to our message of helping working 
parents and worker anxiety.

Option 2c: Same as Option 2 But The Credit Would Be Available to Students in Non-
Degree Programs.

Pros:
• More inclusive and deals more with helping existing wo±ers get new skills 
and earn more income.

• Covets students out of high school going to vocational schools with one year 
length.

Cons:

• Would cost about $1 billion more per year than Option 2. No official 
estimate yet.
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Optinn -S; Ensure Free College Tuition by Offering to Match 75% of Tuition for-^ 
Community College (up to $1000-$1500)

V
\ ^ / ? J

Pros; Qiy > ?
• Allows Administration to claim that we have done our part to make tuition 
free for 2 years of community college, and puts the burden on states if it does

'J
not happen.

xy

If'♦ Gives states more incentive to keep tuition down. With no state match, a d-
State that charges $1000 has a strong incentive to simply raise tuition. Under 
this proposal, the state would now get $750 per full-time student if it chipped 
in $250. If it raises tuition to $1500, its students would get $1125, but the state 
would have to pay another $375 — an additional $125. So while there would 
still be an incentive to raise tuition, it would be modified.

Cods:
• Would lead tax credit to be different in every state and would increase 

complexity.

• Makes it seem less like a tax credit, though could still be described as a 

state-specific tax credit

Qptinn 4; Give a Set National Credit Directly to Eligible Students Regardless of the
iV

Costs of Tuition in Their State

Pros:
« C:an be described as allowing the $1500 to be used for room, board and 
books for states that subsidize beyond the national average.

• If a student in an $800 state believes he or she will have $700 m cash, they 
will apply political pressure to their state officials not to raise tuition.

Cons:
• Some might find it unseemly for students to get a check they use for outside 
expenses simply for going to community college.
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Option 5t Expand PeU Grants To Guarantee All Students a Minimum of $1200- 

$1500. TTiis option docs not include a new tax proposal.

Pros: • Builds off an existing program and would be easy to deliver directly to 

schools.

• ^iTTiplft and dear idea: everyone gets at least $1500 and poorer students get 
more.

Cons:
• Defeats the whole purpose of proposing a targeted tax cut for education.

• rhangfes Pell Grant to a middle class entitlement.



r' ADDITIONAL ALTERNATIVES TO GUARANTEE ACCESS 
TO HIGHER EDUCATION

o The MCBR would provide a tax deduction for tuition paid up to a maximum deduction of 
$ 10,000 per year for all postsecondary students. Current 6-year cost: $36 billion

o The current proposal under consideration is to provide a “free” tuition for the first two 
years of college through a $1,500 tax credit and deduction for all other postsecondary 
students. Current 6-year cost estimate: $54 billion

- “Free” means covering at least the average tuition cost of community college.

Problems with the Current Proposal

o Exceeds available resources by $ 18 billion

o Constraining costs by academic grades or requiring tests would sharply reduce eligible 
populations and would have negative impacts on other education policies.

o Focusing solely on credits for tuition alone ignores much higher true cost of attendance 
and much greater resources which the President can promise will be guaranteed.

Additional Alternative

o A powerful presidential message would couple a new credit/grant for tuition with
guarantee of sufficient fund to pay the average full cost of community college attendance: 
$6.850.

~ Composition: New credit/grant, and/or Pell grant; subsidized or unsubsidized loans to 
students and/or parents.
- Additional funds are available from Work-Study, Merit Scholarships, access to IRAs 
for education, employer-assisted education benefits, and state prepaid tuition programs
- Tax deduction would be also available for those who are not eligible for basic credits/ 
grants.

Sizing Credit/Grant To Fit Cost Parameters

1. $ 1,500 credit or grant with a lower income phase-out

o the MCBR phases out at $70,000-$90,000 for single tax filers and $100,000-$ 120,000 for 
joint filers; and this would phase out at xxxxx, which would allow the program within the 
cost of XXX and eliminating xxxx students vs. MCBR.



I
2. Smaller credit or grant (e.g., $1,000)

o Retain student coverage but with a small credit/grant to fit cost parameters. If the
message structure is the “guarantee of full cost” vs. “free” tuition, the lower credit/grant 
is still a bold new element within the cost limit.

Administratively Simpler Alternatives to a Refundable Individual Tax Credit

1. School voucher program

o Schools would credit student accounts with $1,500/$ 1,000 and submit vouchers for 
payment to the IRS. This has an advantage of eliminating the use of tax returns, but 
requires a substantial administrative burden, and requires schools to carry costs until 
reimbursement.

2. New entitlement based on Pell system

o Provides a base credit/grant through the Pell administrative system. Greatly simplified 
administration by eliminating credits through IRS, and requires no new administrative 
structure.

o Could increase a pressure to convert the now-discretionary Pell program into an 
entitlement program.
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PROVIDE GUARANTEE THROUGH THF. PRTT. GRANT SYSTEM

expansion of ^ degree-seeking students and $750 for part-time students-
“ ““ "o "iSXneh dS grants When mey enroU in college rate

than through a tax credit after they pay tuition.
The Pell Grant program already provides grants to more than 3.5 nullion stud^, with another 
?5 mffli^tLTapplyma for stndeol aid, but not receiving PeU Grants, pio^ ^ 

its delivery system can easily eipatid to provide aid to all eligible students PeU Grants woiUd 
be calcul^V students according to tbe current award fonmilas currently m te statu^if a 

student's award was less dian $1500 (including no award) ihcil gr^ would 1»
$1500. The benefij would phase out for higher Income students according to the income cutoffs
in the President|^^^^A^i>rpposal,
This proposal w^iuSm* Pell cbl from roughly $5.5 to M bUlion per ^
billiou pL year at full implementation (without any assumptions regarding behavioral changes 
that would fnciease full-time enrollments). Students would receive benefits more quickly m the 
Ml program than under the tax credit because many are already applying for aid.

The benefits to this proposal are:

o students receive their grants at the time they pay their tuiuon,

0 a simpler system with one large grant program rather than a grant program and tax

credit,
0 simple expansion of the existing deiivciy system for Pell Grants and student loans,

Concerns about this proposal relate to targeting and budget issues:

o PeU Grants are now highlv targeted on needy students. This pioporal wouU
restructure the program to provide aid to more middle income smdeiils. Many will fear 
that mis expansion^ Pell Grant cligibttity wiU reduce aid for lower-income students,

0 The Pell Grant program U a discretionaiy program samect to “Sntneant incijse in PeU funding wUl be difficult to achieve under te curr^ hudgrt
agreement. Figuring out a way to put the incres^^ » side of
bWt (Whttv «hc tax credit would appear) couW address this problem.

The tax deduction proposal would provide lifelong learning opporamiUes tor aU other students.
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Schedule HOPE
NOTE: Separate schedule must be completed for each student 

for whom you are claiming a HOPE credit or deduction.

1. Full name and TIN of individual for whom credit/deduction is being elaimed:

2. Will the individual be claimed as a dependent by someone else for the relevant tax year? If
yes, you are not eligible for HOPE. * , , /■

3. Were the tuition and fees for which you are seeking a H0I% credit/deduction for enrollment
during the tax year in either (a) at least half-time in a peS^econdary certificate or degree 
program, or (b) courses to acquire or inmrove job skills? If no, you are not eligible for the HOPE 
credit or.^ction. \ J | ^,

4. CTuition-and fees paid, as reported on W-HOPE form (attach): __________
(FoTstu3^s'wlio didn’t fill out FAFSAs, school would have to provide a form?)

5. Amount of any refund or insurance reimbursements of amount above: _________

6. Subtract line 5 from line 4 and enter result here:

DEDUCTION

7. Complete worksheet to determine allowable deduction. Result:

8. Insert the lesser of the previous two lines.

9. Subtract any HOPE credit being claimed for this student (line — below). Result:

CREDIT:

. .53'___ _

11. Has the student completed two academic years of postsccondary education? If yes, then you



are not eligible for the credit.

12. Has the student completed one full academic year? If yes, did the student achieve at least a 
2.75 grade point average during that year? If no, you are not eligible for the credit. If yes, the 
student must complete this box:

iHSi
13. If your income (refer to a line on 1040?) is less than $50,000 (or $80,000 in the case of a 
joint return) then enter $1500 on this line. If your income is higher, then complete the worksheet 
to determine your allowable credit. Insert amount:

14. If the tuition and fees paid for the equivalent of a full year of school (but not including any 
periods beyond the first two years of postsecondary education), then insert the amount from line 
above. If part-time or partial years, then see worksheet 3.

15. Insert amount of Federal aid from line - on the student’s W-HOPE form:

16. Subtract (insert zero if less than zero). CREDIT:



NOTES AND PROBLEMS

1. If a family has multiple eligible students, a schedule would be filled out for each. For the 
deduction, they could be added (not to exceed the allowable amount for that taxpayer depending 
on income). For the credit, they would be added. (On the 1040 form?)

2. Data match problem: The FAFSA definition of “dependent” is not consistent with IRS policy.

3. Does this address the “hobby and sports” provision, or does that need to be more specific?
ED info? Or just the filer?

4. The big question is where does this form come from? Can ED gather enough data to provide 
it, or must this be a new requirement of institutions? What percentage of students already fill out 
a FAFSA and get some type of aid? (How much of an additiqpafbu^n for colleges to provide 

this info for all students in their dealings with ED). Note that “n^>for this purpose would 
subtract grants and the like, but not work-study type awards."^

TIMfNG of the payment of tuition and fees is a problem: A parent might pay the Spring bill in 
December the first year, but in January the following year. Or maybe that’s not a problem. Just 
need to make sure nobody ends up taking credit for the same credit twice due to the confusion of 
academic versus calendar years. Could most schools track it on a calendar year basis? Or should 
we reconsider a shift to academic years?

5.

6.

7. The taxpayer needs to add various deductions back into AGI to determine if there needs to be 
a ratable reduction of the allowable deduction. Would this number appear on one of the lii^ 
the tax form? It would be best to be able to ask, “If line 15 is less than $50,000, then inse 
$5,000. If line 15 is $50,000 or more, then complete the worksheet to determine if you are 
eligible for a deduction.”

8.

9. Is that right? What about credits claimed for other dependents. Doesn’t matter, I think.

10. If this turns out to be the only part of the schedule that must be completed by the student 
(rather than the parent/taxpayer), it may make sense to consider placing this on the FAFSA.

11.



12. If schools balk at providing grades, we could do it this way (without any real verification, of 
course). One problem: Some students will have completed their first year of school in the middle 
of the period for which a credit is being taken. If they don’t have the grades, I assume they could 
still take the credit for the first term in the tax year? (Might require another worksheet!)

13. The worksheet would weed out those who are less than half-time, reduce the amount for 
those who are less than full-time but more than half-time (and deal with hobby and sports credits, 
I guess).

14. This will be complicated for some. If a Freshman on the quarter system, then the parents 
would have paid for the fall and winter quarters in the tax year, but not the spring quarter. So the 
credit would be 2/3 of the income-determined amount. If the student didn’t take a full load one 
of those quarters, then the parent gets Vi of 1/3 of the credit for that quarter, and a third of the 
credit for the other quarter (which adds to 1/2).

15.

16.



Below is a list of data elements that IRS needs to have in administering the tax credit and deduction 
proposals. Treasury made this list last summer. ED thought this list is too extensive.

Information Required to Determine 
Refundable Tuition Tax Credit and Above-the-line Deduction

The following information items are required with respect to each academic period for which a student is enrolled 
during the taxable year. With respect to the credit, once allowable credit is determined, the usual tax rules regarding 
offsets for outstanding tax liabilities, etc. apply.

Item Credit Deduction

Student name X X
Student TfN (i.e., social security number) X X
Taxpayer name X X
Taxpayer TIN X X
Institution name X X
Institution EfN X X
Tuition and fees charged $ $
Non-federal grants $
Federal grants $
All grants $
Tuition and fees paid $ $

less refunds and insurance reimbursements
Prior year allowable credits by student $
Student status

13th year Y/N
14th year Y/N
enrolled in qualified program Y/N
at least half-time Y/N Y/N
full-time Y/N
job/skill related course Y/N
hobby, etc. - related course Y/N Y/N
B- average in 13th year Y/N
drug-related felon Y/N
non-resident alien Y/N Y/N
high school student Y/N Y/N
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EXECUTIVE OFFICE OF THE PRESIDENT 
OFFICE OF MANAGEMENT AND BUDGET 

WASHINGTON, D C. 20503

MEMORANDUM

From:

Date:

Re:

Mike Smith 
Larry Summers 
David Longanecker 
Don Lubick

Bob Shireman 
Chief, Education Branch

November 15, 1996

Follow up on today’s meeting: Next steps on Hope Scholarships

0MB, Education and Treasury staff will meet on Tuesday or Wednesday (November 19 
or 20). In order to make sure that we progress further than today’s meeting, please 
make sure that participants bring to the meeting their own answers to these two 
questions.

1. Assuming there is no change in the basic design of the tax credit and 
deduction proposal, what are the implementation questions that need to be 
addressed? For example:

-How can taxpayers have easy access to data needed to determine their 
credit and deduction?
-Which data elements, for which students, does the Education 
Department already have access to?
-How can the IRS be provided with data to check the claims of tax filers? 
-Should we allow people who have defaulted on student loans to receive 
the tax credit?

2. What are some possible answers to those questions?

It is critical that participants also bring with them details about the assumptions that 
went into the current cost estimate (for example, the number of individuals who are not 
expected to have enough tax liability to offset the credit and who would not be expected 
to receive a Pell Grant exceeding $1500).

I expect to finish the meeting with:

1. A list of issues for which we have reasonable solutions or options.

2. A short list of issues that require further information or reconsideration.



We will then have Thursday to prepare a briefing paper and gather additional 
information necessary to make a presentation on Friday to the participants of today’s 
meeting. The goal of the Friday meeting will be for the principals to make decisions so 
that Education and Treasury can have detailed option papers ready immediately after 
Thanksgiving.

If there are any questions, please call me at 395-3429.



Schedule HOPE
NOTE: Separate schedule must be completed for each student 

for whom you are claiming a HOPE credit or deduction.

1. Full name and TIN of individual for whom credit/deduction is being claimed: ^

.lyA 

^ '11
VU

2. Will the individual be claimed as a dependent by someone else for the relevant tax vear? If 
yes, you are not eligible for HOPE. . ^ '

^:aryi' I era-r
3. Were the tuition and fees for which you are seeking a H01^crcuii/aeaiiction ror enrollment 
dunng the tax year in either (a) at least half-time in a pe^econdary certificate or degree
program, or (b) courses to acquire or inmrove job skills? If no, you are not eligible for the HOPE 
credit or.^eduction. X. t '

4Xrhitiom«fWJ^paid, as reported on W-HOPE form (attach):
(FoTstu3ents'wfi^idn’t fill out FAFSAs, school would have to provide a form?)

5. Amount of any refund or insurance reimbursements of amoimt above:
- • . ----------------

6. Subtract line 5 fi"om line 4 and enter result here:

DEDUCTION

7. Complete worksheet to determine allowable deduction. Result:

8. Insert the lesser of the previous two lines.

for fois student (line - below). Result:

CREDIT:

11. Has the student completed two academic years of postsecondary education? If yes, then you



are not eligible for the credit.

12. Has the student completed one full academic year? If yes, did the student achieve at least a 
2.75 grade point average during that year? If no, you are not eligible for the credit. If yes, the 
student must complete this box:

13. If your income (refer to a line on 1040?) is less than $50,000 (or $80,000 in the case of a 
joint return) then enter $1500 on this line. If your income is higher, then complete the worksheet 
to determine your allowable credit. Insert amount:

14. If the tuition and fees paid for the equivalent of a full year of school (but not including any 
periods beyond the first two years of postsecondary education), then insert the amount from line 
above. If part-time or partial years, then see worksheet 3.

15. Insert amount of Federal aid from line ~ on the student’s W-HOPE form:

16. Subtract (insert zero if less than zero). CREDIT:



NOTES AND PROBLEMS

1. If a family has multiple eligible students, a schedule would be filled out for each. For the 
deduction, they could be added (not to exceed the allowable amount for that taxpayer depending 
on income). For the credit, they would be added. (On the 1040 form?)

2. Data match problem: The FAFSA definition of “dependent” is not consistent with IRS policy.

3. Does this address the “hobby and sports” provision, or does that need to be more specific?
ED info? Or just the filer?

4. The big question is where does this form come from? Can ED gather enough data to provide 
it, or must this be a new requirement of institutions? What percen^of students already fill out 
a FAFSA and get some type of aid? (How much of an additionaftaSn for colleges to provide 
this info for all students in their dealings with ED). Note t^“net>for this purpose would 

subtract grants and the like, but not work-study type awards.

TIMING of the payment of tuition and fees is a problem: A parent might pay the Spring bill in 
December the first year, but in January the following year. Or maybe that’s not a problem. Just 
need to make sure nobody ends up taking credit for the same credit twice due to the confiision of 
academic versus calendar years. Could most schools track it on a calendar year basis? Or should 
we reconsider a shift to academic years?

5.

6.

7. The taxpayer needs to add various deductions back into AGI to determine if there needs to be 
a ratable reduction of the allowable deduction. Would this number appear on one of the lines 
the tax form? It would be best to be able to ask, “If line 15 is less than $50,000, then ir 
$5,000. If line 15 is $50,000 or more, then complete the worksheet to determine i 
eligible for a deduction.”

8.

he linesjuj- 
inseH\ /
>uare /

9. Is that right? What about credits claimed for other dependents. Doesn’t matter, I think

10. If this turns out to be the only part of the schedule that must be completed by the student 
(rather than the parent/taxpayer), it may make sense to consider placing this on the FAFSA.

11.



12. If schools balk at providing grades, we could do it this way (without any real verification, of 
course). One problem: Some students will have completed their first year of school in the middle 
of the period for which a credit is being taken. If they don’t have the grades, I assume they could 
still take the credit for the first term in the tax year? (Might require another worksheet!)

13. The worksheet would weed out those who are less than half-time, reduce the amount for 
those who are less than full-time but more than half-time (and deal with hobby and sports credits, 
I guess).

14. This will be complicated for some. If a Freshman on the quarter system, then the parents 
would have paid for the fall and winter quarters in the tax year, but not the spring quarter. So the 
credit would be 2/3 of the income-determined amount. If the student didn’t take a full load one 
of those quarters, then the parent gets Vz of 1/3 of the credit for that quarter, and a third of the 
credit for the other quarter (which adds to 1/2).

15.

16.



Location of Information Needed to Calculate the 
HOPE Tax Credit and MCBR Tax Deduction

DRAFT
The following information items are required with respect to each academic period for which a 
student is enrolled during the taxable year.

Information Item Credit Deduction

Name and SSN of student(s) Institution, ED‘ Institution, ED'

Name and SSN of taxpayer(s)

Name and EIN of institution(s) attended ED ED

Tuition and fees charged Institution, student Institution, student

Tuition and fees paid (i.e. less refunds etc.) Institution,- student Institution,- student

Federal grant aid Institution. ED^ not required

Non-federal grant aid Institution'' not required

Total grant aid not required Institution''

Attendance status (full-/part-time) Institution, ED^ Institution, ED^

Year in school Institution, student not required

Eligible program Institution, studenf Institution, studenf

Skill acquisition course not required Institution, studenf

Grade point average Institution, student not required

Drug-free certification Student, ED' not required

Non-resident alien ED' ED'

Prior year allowable tax credits IRS not required

Note that student-reported information, while readily available, may be unreliable.

' Title IV Federal financial aid applicants only.
- May be unaware of insurance reimbursements.
^ Pell grant recipients only.

Assumes institution is aware of all private aid sources. 
^ If properly informed by institution.

ED/OPE 
Nov. 19, 1996



INSTRUCTIONS FOR SCHEDULE HE

1. Table

Academic period

Semester
Trimester
Quarter
Qualified summer session 
Programs measured in 

hours of instruction

Full-time status At least half-time status
Portion of 

academic year
Maximum

credit
Portion of 

academic year
Maximum

credit
0.50 $750 0.25 $375
0.50 $750 0.25 $375
0.33 $500 0.17 $250

?'??999'??799r?99r??999???9???7????99 >999999999-;

300 but < 450 0.33 $500 1
450 but < 600 0.50 $750 1
600 but < 750 0.66 $1,000 i
750 but < 900 0.83 $1,250 1
at least 900 1.00 $1,500 1

id
t.h

7, cK'

2. Explain basic concepts and walk taxpayer through schedule.

3. Reference to Form 1099 HE, the information form from qualified instituyons of higher education. Must be 
attached to Schedule HE.

4. Explain rule about sports and hobbies.

5. Explain drug felon rule. ^ rto' h ^

6. Explain rules about attendance at foreign educational institution.

,A,C'

7. Explain that amounts paid for by student or taxpayer out of loan proceeds count. —
■r:’f 1

■

8. Explain interaction with federal and non-federal grants and scholarships.

' for higher education, i.e., exiuded9. Explain interaction with Savings Bond interest .used to pay for higher education, i.e., exiuded interest is treated like a
non-federal^holarship. ^ ^

10. Explain interaction with section 127, i.e., no credit or deduction allowed for expenses paid by employer unless such 
expenses were taken into income because they were for graduate education or exceeded $5,250.

11. Explain B- average rule.

«ion or exceeded $5,250.
\dd IT; d djd f^.

d (i\>



Page 1

Taxpayer’s Name_

scheduiTHE td’5'f ■

Credits and Deductions for Post-Secondary Education 

______________ Social Security Number_________

(,f ox.

(Prepare a separate schedule for each student for whom a credit or deduction is claimed on this return)

(1) Name of Student_ Social Security No.

(2) First academic period beginning in 1997. Type;^____________
(3) Enrollment status (check one): full-time__; at least half-tin'ie or less than half-time__.

Note: If less than half-time, no credit may be claimed with respect to this academic period and

lY-
Portion of full academic year

(4)
(5)

(7)
(8)
(9)
(10)

education must be related to student's job or acquisition of employment-related skills. 
Name of institution EIN 
Amount of tuition and required fees paid by student or taxpayer during 1997 from sources other 
than scholarships or grants for this academic period (see instructions).
If a deduction is being claimed with respect to the line 5 amount check here [ ] and go to line 11.
Pell grant and other Federal assistance received for or allocable to this academic period (see 
instructions).
Add lines (5) and (6)
Maximum credit for this enrollment period and status (see table in instructions)
Preliminary credit: the lesser of line (7) or line (8)
Tentative credit for academic period: line (9) less line (6), but not less than zero.

__________________  Portion of full academic year _

1.
1.
1.
1.
$

(11 Second academic period beginning in 1997. Type:
(12) Enrollment status (check one): Full-time__; at least half-time__; or less than half-time.

(13)
(14)

(15)

(16)
(17)
(18) 
(19)

Note: If less than half-time, no credit may be claimed with respect to this academic period and 
education must be related to student's job or acquisition of employment-related skills.
Name of institution EIN 
Amount of tuition and required fees paid by student or taxpayer during 1997 from sources other 
than scholarships or grants for this academic period (see instructions).
If a deduction is being claimed with respect to the line 14 amount check here [ ] and go to line 20.
Pell grant and other Federal assistance received for or allocable to this academic period (see 
instructions).
Add lines (14) and (15)
Maximum credit for this enrollment period and status (see table in instructions)
Preliminary credit: the lesser of line (16) or line (17)
Tentative credit for academic period: line (18) less line (15), but not less than zero.

__________________ Portion of full academic year.

5_

1.
!_

1.
$

(20 Third academic period beginning in 1997. Type:___________________
(21) Enrollment status (check one): Full-time__; at least half-time__; or less than half-time__.

(22)
(23)

(24)

(25)
(26)
(27)
(28)

Note: If less than half-time, no credit may be claimed with respect to this academic period and 
education must be related to student's job or acquisition of employment-related skills.
Name of institution EIN 
Amount of tuition and required fees paid by student or taxpayer during 1997 from sources other 
than scholarships or grants for this academic period (see instructions).
If a deduction is being claimed with respect to the line 23 amount check here [ ] and go to line 11. 
Pell grant and other Federal assistance received for or allocable to this academic period (see 
instructions).
Add lines (23) and (24)
Maximum credit for this enrollment period and status (see table in instructions)
Preliminary credit: the lesser of line (25) or line (26)
Tentative credit for academic period: line (27) less line (25), but not less than zero.

1.
1,
1.
1.
$



Page 2 Schedule HE
Credits and Deductions for Post-Secondary Education

1997

Taxpayer’s Name_ Social Security Number_

(Prepare a separate schedule for each student for whom a credit or deduction is claimed on this return)

(1) Name of Student Social Security No.

(29 Academic period beginninc^uring first three months of 1998^, Type!
(30) Enrollment status (check one): Full-time__; at least half-time__; or less than half-time__.

Note: If less than half-time, no credit may be claimed with respect to this academic period and

Portion of full academic year__

(31)
(32)

(33)

(34)
(35)
(36)
(37)

education must be related to student's job or acquisition of employment-related skills. 
Name of institution EIN
Amount of tuition and required fees paid by student or taxpayer during 1997 from sources other 
than scholarships or grants for this academic period (see instructions).
If a deduction is being claimed with respect to the line 32 amount check here [ ] and go to line 11. 
Pell grant and other Federal assistance received for or allocable to this academic period (see 
instructions).
Add lines (32) and (33)
Maximum credit for this enrollment period and status (see table in instructions)
Preliminary credit: the lesser of line (35) or line (34)
Tentative credit for academic period: line (27) less line (25) , but not less than zero.

CREDIT SUMMARY. Note: Credit may only be claimed for academic periods that are a part of student's first two academic 
years of post-secondary education. Credits may not be claimed for students who have, prior to the enrollment period, 
earned an AA, BA, or equivalent academic degree or whose enrollment status is less than half-time.
Note; No credit may be claimed for any enrollment period which is part of the student's second 
year of post-secondary education unless taxpayer possesses and retains records indicating that 
the student achieved a 2.75 grade point average, or above, (or the equivalent for enrollment in 
institutions not using a four-point grading scale, see instructions) for those enrollment periods 
constituting the student’s first year of post-secondary education.

(38 Years, including portions thereof, of post-secondary education completed prior to the 
first academic period reported on this schedule including any academic period for which a

u
(Line 42, column A from Schedule HE for this student for last year.)

A B
Portion of 
academic 
year

Dollar
amount

(39) First academic period: Add line 2 amount to line 38 amount and enter in
column A. If column A amount in this line is 2.00 or less, enter line 10 amount in column B.

(40) Second academic period: Add line 11 amount to line 39 amount and enter in
column A. If column A amount in this line is 2.00 or less, enter line 19 amount in column B.

(41) Third academic period: Add line 20 amount to line 40 amount and enter in
column A. If column A amount in this line is 2.00 or less, enter line 28 amount in column B.

(42) Academic period beginning in the first three months of 1988 and for which payments were 
made in 1997: Add line 29 amount for portion of academic year to the line 41 column A amount 
and enter in column A. If the column A amount in this line is 2.00 or less, enter line 37 amount in 
column B.

(43 Total of column B amounts in lines 39-42 , but no more than $1^5uD.
$_
$

sj yoi . ( /
/

r
-/{[I 4 ii': .



Page 3

Taxpayer’s Name_

Schedule HE
Credits and Deductions for Post-Secondary Education 

_________ Social Security Number__

TAXPAYER'S SUMMARY OF DEDUCTIONS FOR POST-SECONDARY EDUCATION 
Note: No deduction may be claimed with respect to any one student for an academic period for which a credit is being 

claimed. No credit may be claimed with respect to any one student for an academic period for which a deduction is 
being claimed.

Student’s name
1

Student’s Social Security Number
Deductions Credits

Sum of line 5, 14, 23, and 32 Amounts from line 43
a 1 $ $
b 1 $ $
c i $ $
d 1 $ $
e $ $

(44)Total lines a-e i $ $
(45)Possible deduction: The lesser of line 44 or $10,000 $

APPLICATION OF PHASE-OUT RATIO
(46) Adjusted gross income (line xx from form 1040) ^
(47) lncome excluded by reason of sections 911,931, and 933 (see instructions) - (/J/f GJ-
(48) Modified adjusted gross income -- add lines 45 and 46.
(49) Phase-out ratio: line 47 amount minus $50,000 ($80,000 in the case of a joint return) divided by

$20,000. If ratio is greater than 1.00 no deduction or credit may be claimed. | |
(50) Multiply line 45 amount of deductions by line 48 phase-out ratio.
(51) Allowable deduction: Subtract line 50 from line 45 and transfer amount to line yy on form 1040.
(52) Multiply line 44 amount of credits by line 48 phase-out ratio.
(53) Allowable credit: Subtract line 52 from the line 44 amount of credits and transfer amount to line zz on 

form 1040.

$
$



Student Certification for Calendar Year 19

Student’s name______________
Student’s social security number

I can/cannot be claimed as a dependent for federal tax purposes

If I can be claimed as a dependent for tax purposes: 
Name of taxpayer _
Taxpayer’s social security number______________

I am a citizen or resident of the United States.



INSTRUCTIONS FOR SCHEDULE HE

1. Table

Academic period

Semester
Trimester
Quarter
Qualified summer session 
Programs measured in 

hours of instruction

Full-time status At least half-time status
Portion of 

academic year
Maximum

credit
Portion of 

academic year
Maximum

credit
0.50 $750 0.25 $375
0.50 $750 0.25 $375
0.33 $500 0.17 $250

?7??9???79 ?999999999999999999999999 ,999999999,

300 but < 450 0.33 $500
450 but < 600 0.50 $750
600 but < 750 0.66 $1,000
750 but < 900 0.83 $1,250
at least 900 1.00 $1,500

2. Explain basic concepts and walk taxpayer through schedule.

3. Reference to Form 1099 HE, the information form from qualified institutions of higher education. Must be 
attached to Schedule HE.

4. Explain rule about sports and hobbies.

5. Explain drug felon rule.

6. Explain rules about attendance at foreign educational institution.

7. Explain that amounts paid for by student or taxpayer out of loan proceeds count.

8. Explain interaction with federal and non-federal grants and scholarships.

9. Explain interaction with Savings Bond interest used to pay for higher education, i.e., exiuded interest is treated like a 
non-federal acholarship.

10. Explain interaction with section 127, i.e., no credit or deduction allowed for expenses paid by employer unless such 
expenses were taken into income because they were for graduate education or exceeded $5,250.

11. Explain B- average rule.
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Taxpayer's Name_

Schedule HE
Credits and Deductions for Post-Secondary Education 

____  Social Security Number_____

1997

(Prepare a separate schedule for each student for whom a credit or deduction is claimed on this return)

(1) Name of Studen^ Social Security No.

(2) First academic period beginning in 1997. Type;_ Portion of full academic year

(4)
(5)

(7)
(8)
(9)
(10)

Enrollment status (check one): full-time_; at least half-time__; or less than half-time__.
Note; If less than half-time, no credit may be claimed with respect to this academic period and 
education must be related to student's job or acquisition of employment-related skills.
Name of institution EIN 
Amount of tuition and required fees paid by student or taxpayer during 1997 from sources other 
than scholarships or grants for this academic period (see instructions).
If a deduction is being claimed with respect to the line 5 amount check here [ ] and go to line 11.
Pell grant and other Federal assistance received for or allocable to this academic period (see 
instructions).
Add lines (5) and (6)
Maximum credit for this enrollment period and status (see table in instructions)
Preliminary credit: the lesser of line (7) or line (8)
Tentative credit for academic period: line (9) less line (6), but not less than zero.

________________  Portion of full academic year

JL
1.
$

(11 Second academic period beginning in 1997. Type;
(12) Enrollment status (check one): Full-time_; at least half-time__; or less than half-time.

(13)
(14)

(15)

(16)
(17)
(18) 
(19)

Note: If less than half-time, no credit may be claimed with respect to this academic period and 
education must be related to student's job or acquisition of employment-related skills.
Name of institution EIN
Amount of tuition and required fees paid by student or taxpayer during 1997 from sources other 
than scholarships or grants for this academic period (see instructions).
If a deduction is being claimed with respect to the line 14 amount check here [ ] and go to line 20.
Pell grant and other Federal assistance received for or allocable to this academic period (see 
instructions).
Add lines (14) and (15)
Maximum credit for this enrollment period and status (see table in instructions)
Preliminary credit: the lesser of line (16) or line (17)
Tentative credit for academic period; line (18) less line (15), but not less than zero.

________________ Portion of full academic year.

1.
1.
1.
$

(20 Third academic period beginning in 1997. Type:_________________
(21) Enrollment status (check one): Full-time_; at least half-time__; or less than half-time__.

(22)
(23)

(24)

(25)
(26)
(27)
(28)

Note: If less than half-time, no credit may be claimed with respect to this academic period and 
education must be related to student's job or acquisition of employment-related skills.
Name of institution EIN 
Amount of tuition and required fees paid by student or taxpayer during 1997 from sources other 
than scholarships or grants for this academic period (see instructions).
If a deduction is being claimed with respect to the line 23 amount check here [ ] and go to line 11. 
Pell grant and other Federal assistance received for or allocable to this academic period (see 
instructions).
Add lines (23) and (24)
Maximum credit for this enrollment period and status (see table in instructions)
Preliminary credit: the lesser of line (25) or line (26)
Tentative credit for academic period: line (27) less line (25), but not less than zero.

1.
L
1.
$
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Taxpayer's Name_

Schedule HE
Credits and Deductions for Post-Secondary Education 

____  Social Security Number_____

1997

(Prepare a separate schedule for each student for whom a credit or deduction is claimed on this return)

(1) Name of Student Social Security No.

(29 Academic period beginning during first three months of 1998. Type:_ 
(30)

Portion of full academic year__.,

(31)
(32)

(33)

(34)
(35)
(36)
(37)

Enrollment status (check one): Full-time__; at least half-time__; or less than half-time__.
Note: If less than half-time, no credit may be claimed with respect to this academic period and 
education must be related to student's job or acquisition of employment-related skills.
Name of institution EIN 
Amount of tuition and required fees paid by student or taxpayer during 1997 from sources other 
than scholarships or grants for this academic period (see instructions).
If a deduction is being claimed with respect to the line 32 amount check here [ ] and go to line 11. 
Pell grant and other Federal assistance received for or allocable to this academic period (see 
instructions).
Add lines (32) and (33)
Maximum credit for this enrollment period and status (see table in instructions)
Preliminary credit: the lesser of line (35) or line (34)
Tentative credit for academic period: line (27) less line (25), but not less than zero.

i.
1.
$

CREDIT SUMMARY. Note: Credit may only be claimed for academic periods that are a part of student's first two academic 
years of post-secondary education. Credits may not be claimed for students who have, prior to the enrollment period, 
earned an AA, BA, or equivalent academic degree or whose enrollment status is less than half-time.
Note: No credit may be claimed for any enrollment period which is part of the student's second 
year of post-secondary education unless taxpayer possesses and retains records indicating that 
the student achieved a 2.75 grade point average, or above, (or the equivalent for enrollment in 
institutions not using a four-point grading scale, see instructions) for those enrollment periods 
constituting the student's first year of post-secondary education.

(38 Years, including portions thereof, of post-secondary education completed prior to the 
first academic period reported on this schedule including any academic period for which a

(Line 42, column A from Schedule HE for this student for last year.)
A B

Portion of 
academic 
year

Dollar
amount

(39) First academic period: Add line 2 amount to line 38 amount and enter in
column A. If column A amount in this line is 2.00 or less, enter line 10 amount in column B.

(40) Second academic period: Add line 11 amount to line 39 amount and enter in
column A. If column A amount in this line is 2.00 or less, enter line 19 amount in column B.

(41) Third academic period: Add line 20 amount to line 40 amount and enter in
column A. If column A amount in this line is 2.00 or less, enter line 28 amount in column B.

(42) Academic period beginning in the first three months of 1988 and for which payments were 
made in 1997: Add line 29 amount for portion of academic year to the line 41 column A amount 
and enter in column A. If the column A amount in this line is 2.00 or less, enter line 37 amount in 
column B.

(43 Total of column B amounts in lines 39-42 , but no more than $1,500.
$
$
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Taxpayer’s Name_

Schedule HE
Credits and Deductions for Post-Secondary Education 

_________ Social Security Number__

TAXPAYER’S SUMMARY OF DEDUCTIONS FOR POST-SECONDARY EDUCATION 
Note: No deduction may be claimed with respect to any one student for an academic period for which a credit is being 

claimed. No credit may be claimed with respect to any one student for an academic period for which a deduction is 
being claimed.

Student’s name Student’s Social Security Number
Deductions Credits

Sum of line 5,14, 23, and 32 Amounts from line 43
a $ $
b $ $
c $ $
d $ $
e $ $

(44)Total lines a-e $ $
(45)Possible deduction: The lesser of line 44 or $10,000

APPLICATION OF PHASE-OUT RATIO
(46) Adjusted gross income (line xx from form 1040)
(47) lncome excluded by reason of sections 911,931, and 933 (see instructions)
(48) Modified adjusted gross income - - add lines 45 and 46.
(49) Phase-out ratio: line 47 amount minus $50,000 ($80,000 in the case of a joint return) divided by

$20,000. If ratio is greater than 1.00 no deduction or credit may be claimed. | |
(50) Multiply line 45 amount of deductions by line 48 phase-out ratio.
(51) Allowable deduction: Subtract line 50 from line 45 and transfer amount to line yy on form 1040.
(52) Multiply line 44 amount of credits by line 48 phase-out ratio.
(53) Allowable credit: Subtract line 52 from the tine 44 amount of credits and transfer amount to line zz on 

form 1040.

$
$



What are the primary implementation issues?

Treasury’s HOPE/MCBR revenue estimate assumes adequate measures to ensure 
compliance, especially considering the level of fraud and abuse associated with other 
refundable tax credits (e.g. EITC). Also, because this proposal requires individuals 
(students) to satisfy a number of requirements before claiming the credit, taxpayers 
must be provided with information adequate to ensure accurate calculation(s) of their 

tax benefit(s).

In providing for compliance with the rules for claiming the credit/deduction, the 
appropriate use of the tax benefit without placing an unreasonable burden on 
participants while maintaining the principles of the Paperwork Reduction Act and 
acknowledging the Unfunded Mandates Act (for State-supported institutions) must be 

ensured.

Why use third-party information reporting?

IRS cannot determine taxpayer eligibility for the credit/deduction unilaterally. There 
would be a huge potential for fraud and abuse if the tax benefits were provided solely 
on the basis of the taxpayers’ claims of eligibility.

Has a deterrent effect that is hard to measure. Requiring interest and dividend income 
reporting but not withholding (Form 1099) has worked very well.

“Face-to-face" audits are inefficient and the least productive compliance mechanism. 
IRS would be exposed to a high level of risk if the reporting requirements were 
implemented as an audit requirement because of the small dollar amounts involved 
(that is, IRS would not aggressively pursue suspect tax returns). Even a “no paper/no 
credit” approach which is used, for example, with charitable deductions, would only 
shorten, but not eliminate, the audit.

The calculation of the credit/deduction is complicated. Absent third-party reporting, 
taxpayers would be required to accomplish a complex calculation. Oddly, this 
approach would likely result in less fraud than simple erroneous reporting because 
taxpayers would be unable to understand the look-up tables. However, third-party 
reporting could result in providing personal information or calculations for individuals 

who might decline the tax benefit.

Most “above-the-line” deductions are third-oartv reported. For example, tax-deductible 
contributions to retirement funds (IRA/Keogh) are reported by the financial entity 
receiving the contributions. Also, the (expired) “residential mortgage interest tax 
credit” required a certification from the mortgager in order for the taxpayer to claim that 
benefit.



Why is information reporting so difficult?

People are resistant.

It is burdensome to provide information to anyone.

Institutional administrators have privacy concerns. While the unauthorized disclosure 
of academic information is clearly prohibited, State laws as well as the Federal Family 
Educational Rights and Privacy Act may inhibit the release of certain other information, 
such as felony drug convictions, by colleges and universities.

What information is needed for good compliance?

There are two “primarv-level/must-have” information items. Ideally, institutions would 
forward (1) Social Security Numbers for the student and the person claiming the tax 
benefit (usually the parent) and (2) net tuition paid (which assumes the institution is 
aware of all private sources of aid that would be included in the credit calculation) to 
the IRS once annually in a machine-readable format.

The “secondary-level” items include student’s academic year, attendance status and 
grade point average, and whether the student is enrolled in an eligible program. 
Institutions would provide this information to taxpayers who would retain for audits.

Institutions should be willing to provide some information to the IRS. If reporting is 
implemented as a “face-to-face” audit requirement only, then institutions would 
inevitably be included in the audit process because the IRS would need to verify 
certain taxpayer-reported information.

IRS needs the SSN of the person claiming the tax benefit for matching purposes. This 
issue is analogous to information reporting under the Uniform Gifts to Minors Act.

Potential double counting of tax benefits must be identified. For example, taxpayers 
might claim section 127 employer-provided benefits as their own out-of-pocket tuition 

expenses.

Requiring institutional reporting has an “unfunded mandate” potential. The IRS does 
not allow payees (colleges and universities) to charge fees to payers (students or 
taxpayers) for any IRS-required reporting.

IRS typically reouires taxpayers to provide “up front” information to support claimed tax 
credits. However, this is not an issue for deductions.

Any “Drug-free” self-certification cannot be enforced.



What information is needed to make the effort worthwhiie?

The IRS needs “identification plus certification” of the person claiming the benefit. 
SSN/TIN and name needs to be certified (like the W-9 request for taxpayer 
identification number and certification to avoid withholding on interest and dividend 
income).

ED would provide a listing of HEA Title IV eligible institutions, by name and employer 
identification number, to the IRS.

The institution would identify a student as credit/deduction or deduction-only eligible. 

The institution would provide the IRS with attendance status and year in school.

Where is the potential for fraud?

A refundable credit has a greater fraud likelihood (though in theory it should be the 
same as a non-refundable credit) because of the incentive to file a tax return by those 
who otherwise would not. That is, few would fraudulently, or even legitimately, show a 
tax liability in order to reduce it to zero.

A taxpayer need not show income in order to earn the credit. Thus, would anticipate 
many $1,500 tax returns given the current college population and the very low 
taxpayer risk (but a very high risk to the IRS).

A minimal level of information reporting would eliminates the “blatant fakes,” but does 
little to identify those who are claiming tax credits that are too large.

Could have a problem similar to ED’s default problem if proprietary schools mislead 
their students that schools are credit-eligible and then the IRS pursues the student 
when the fraud/discrepancy is discovered.
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Record Type: Record

To:

cc:

Larry R. Matlack/OMB/EOP, Keith J. Fontenot/OMB/EOP, Robert M. Shireman/OMB/EOP

Subject: Initiatives follow up

We definitely need a WTW meeting this week, with whatever we have. Keith and Larry: let's 
discuss what's here and what to do. We have to extend the invitation to Ken to attend, and 
possibly Gene and Bruce (after consultation with Ken). Paul will not be back until Thursday, I think, 
so maybe Thursday's the day.

We also need a discussion on HOPE, this one, I would say chaired by Ken, with Treasury and 
Education and Sperling and Reed. We need to talk through the three big issues I'm aware of -- can 
we make the money available at time of costs incurred; is there any way to not have to offset for 
Pell to satisfy the 1 Dupont types; what is the plan for administration. I am especially worried 
about the 3rd, since I haven't heard that there is any work going on at ED on it. Bob: discuss with

LMi
America Reads also needs the session on legislative design. This should happen this week. Ken 
needn't be there, but if Smith is coming, Ken should be scheduled for it or at least asked. We need 
paper in advance. Larry and Bob: let's discuss.

I am assuming that we are in a holding pattern on WOTC until final director's decisions and 
passback. When we do WOTC passback, we need to involve Treasury, HHS and Labor.
Larry/Keith: let's discuss how to do this.

Bob: are there any outstanding design issues in other Education initiatives? I know Sperling is 
holding ED Tech announcement. What about leg for work study? I don't need to be involved in 
these unless you need me, but do keep me regularly updated on progress/problems.

Hanging over all the Gl Bill related stuff is the Dimond approach, but I don't see what we can do 
about that until (if) it happens. Larry/Bob: pis pursue his issues as time permits and shoot for 
product by the end of this week.

Keith: I assume you are tracking the welfare implementation regs and guidance things (SSA, HHS, 
Ag) to be sure all that needs to be out before the budget goes up gets out. Anything here I need to 
be especially aware of?

Any others I should be worried about?



Schedule HOPE
NOTE: Separate schedule must be completed for each student 

for whom you are claiming a HOPE credit or deduction.

1. Full name and TIN of individual for whom credit/deduction is being claimed:

2. Will the individual be claimed as a dependent by someone else for the relevant tax year? If 
yes, you are not eligible for HOPE.

3. Were the tuition and fees for which you are seeking a HOPE credit/deduction for enrollment 
during the tax year in either (a) at least half-time in a postsecondary certificate or degree 
program, or (b) courses to acquire or improve job skills? If no, you are not eligible for the HOPE 
credit or deduction.

4. Tuition and fees paid, as reported on W-HOPE form (attach):
(For students who didn’t fill out FAFSAs, school would have to provide a form?)

5. Amount of any refund or insurance reimbursements of amount above:

6. Subtract line 5 from line 4 and enter result here:

DEDUCTrON

7. Complete worksheet to determine allowable deduction. Result:

8. Insert the lesser of the previous two lines.

9. Subtract any HOPE credit being claimed for this student (line - below). Result:

CREDIT:

muM

...■A.';'
iiiiss

11. Has the student completed two academic years of postsecondary education? If yes, then you



are not eligible for the credit.

12. Has the student completed one full academic year? If yes, did the student achieve at least a 
2.75 grade point average during that year? If no, you are not eligible for the credit. If yes, the 
student must complete this box:

-1

13. If your income (refer to a line on 1040?) is less than $50,000 (or $80,000 in the case of a 
joint return) then enter $1500 on this line. If your income is higher, then complete the worksheet 
to determine your allowable credit. Insert amount;

14. If the tuition and fees paid for the equivalent of a full year of school (but not including any 
periods beyond the first two years of postsecondary education), then insert the amovmt from line 
above. If part-time or partial years, then see worksheet 3.

15. Insert amount of Federal aid from line - on the student’s W-HOPE form:

16. Subtract (insert zero if less than zero). CREDIT:



NOTES AND PROBLEMS

1. If a family has multiple eligible students, a schedule would be filled out for each. For the 
deduction, they could be added (not to exceed the allowable amount for that taxpayer depending 
on income). For the credit, they would be added. (On the 1040 form?)

2. Data match problem; The FAFSA definition of “dependent” is not consistent with IRS policy.

3. Does this address the “hobby and sports” provision, or does that need to be more specific?
ED info? Or just the filer?

4. The big question is where does this form come from? Can ED gather enough data to provide 
it, or must this be a new requirement of institutions? What percentage of students already fill out 
a FAFSA and get some type of aid? (How much of an additional burden for colleges to provide 
this info for all students in their dealings with ED). Note that “net” for this purpose would 
subtract grants and the like, but not work-study type awards.

TIMING of the payment of tuition and fees is a problem: A parent might pay the Spring bill in 
December the first year, but in January the following year. Or maybe that’s not a problem. Just 
need to make sure nobody ends up taking credit for the same credit twice due to the confusion of 
academic versus calendar years. Could most schools track it on a calendar year basis? Or should 
we reconsider a shift to academic years?

5.

6.

7. The taxpayer needs to add various deductions back into AGI to determine if there needs to be 
a ratable reduction of the allowable deduction. Would this number appear on one of the lines on 
the tax form? It would be best to be able to ask, “If line 15 is less than $50,000, then insert 
$5,000. If line 15 is $50,000 or more, then complete the worksheet to determine if you are 
eligible for a deduction.”

8.

9. Is that right? What about credits claimed for other dependents. Doesn’t matter, I think.

10. If this turns out to be the only part of the schedule that must be completed by the student 
(rather than the parent/taxpayer), it may make sense to consider placing this on the FAFSA.

11.



12. If schools balk at providing grades, we could do it this way (without any real verification, of 
course). One problem: Some students will have completed their first year of school in the middle 
of the period for which a credit is being taken. If they don’t have the grades, I assume they could 
still take the credit for the first term in the tax year? (Might require another worksheet!)

13. The worksheet would weed out those who are less than half-time, reduce the amount for 
those who are less than full-time but more than half-time (and deal with hobby and sports credits, 
I guess).

14. This will be complicated for some. If a Freshman on the quarter system, then the parents 
would have paid for the fall and winter quarters in the tax year, but not the spring quarter. So the 
credit would be 2/3 of the income-determined amount. If the student didn’t take a full load one 
of those quarters, then the parent gets I/2 of 1/3 of the credit for that quarter, and a third of the 
credit for the other quarter (which adds to 1/2).

15.

16.
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Record Type: Record

To: Kenneth S. Apfel/OMB/EOP, Barry White/OMB/EOP

cc: Robert M. Shireman/OMB/EOP
Subject: FYI - update on HOPE Scholarships

Below is a brief status report on the President's HOPE scholarship initiative.

Draft bill: In September, ED and Treasury completed a draft bill on the HOPE scholarship initiative. The 
draft bill lays out the basic features of the initiative, but it is deliberately not explicit about how to 
implement the initiative. The draft bill states that many implementation issues would be dealt with 
through regulations proposed jointly by the Secretaries of Treasury and Education after the legislation is 
passed.

Changes in cost estimate: In the summer of 1996, assuming that the (credit and deduction) initiative 
would take effect on January 1,1997, Treasury estimated that the two proposals would cost a total of 
$42.9 billion over FYs 1997-2002, including $10.6 billion in FY2002. Enactment of the initiative in the next 
Congress with an effective date of January 1,1998, would however reduce the initial estimates: $900 
million less in FY2002, and $10.6 billion less for the whole period. With new economic assumptions. 
Treasury will again update the cost estimate this month.

Implementation issues: Since September, Treasury and ED have done very little to address 
implementation issues. At Treasury, there has reportedly been no further discussion of these issues, 
although a few individual staffers have continued to think through them. ED also has not formally or 
informally discussed the implementation issues with higher education groups. Several recent meetings 
ED had with the higher education groups td talk about HEA reauthorization issues reportedly turned into 
discussions of the HOPE scholarship initiative. But in these talks, the higher education community 
groups complained mostly about the initiative being poorly targeted, and ED was not able to move the 
groups to discuss the implementation issues. (For your information, attached is a list of data elements 
that IRS needs (or wants) to collect in administering the initiative.)

Scheduled meeting with ED and Treasury: Barry called for a meeting with ED and Treasury staffers to 
check what they have done to address implementation issues. OMB plans to pressure the agency folks to 
come up with feasible implementation plans. The meeting is scheduled for next Wednesday, November 
20.

Issues to consider for tomorrow's meeting: Although we have assumed that the bill drafted in last 
September would submit to Congress along with the FY98 Budget, it seems necessary to check whether 
our assumption is correct. You may want the meeting participants to decide whether to change any of 
proposed features of the initiative and when or how to submit legislation to Congress.

Attachment 1



PREPARER/EXT: Aromie Noe/5-7765

Information Paper 2
Department of Education

ITEM: Presidential Mandatory Proposal — HOPE Seholarships (Tuition Tax Credit and Deduction)

DESCRIPTION OF ISSUE:

Last June the President announced a tax relief proposal called “America’s Hope Scholarship.” This proposal consists of his tuition 
tax deduction proposal from the FY1996 Budget and the Middle Class Bill of Rights, together with a new refundable tax credit for 
tuition for the first two years of college. The tax deduction proposal is intended to encourage lifelong learning and investment in 
higher education generally; the tax credit proposal, to make 2 years of college (or community college) as universal as high school. 
Together, the two proposals would provide a combination of an income tax credit for the first two years of undergraduate education 
and a tax deduction for subsequent years (including graduate education) and for certain short-term vocation/occupational training 
programs and courses.

Basic Features of Tax Credit and Deduction Proposals

Maximum Benefit

Attendanee Eligibility

'I'AX CREDIT

A tax credit of up to $1,500 for full-time 
students ($750 for half-time students) is 
available for tuition and fees paid for the first 
two years of postsecondary education.

Degree- and non-degree-seeking students 
enrolled at least half-time.

TAX DEDUCTION

A tax deduction of up to $10,000 per year 
($5,000 in 1997 and 1998) is available for 
tuition and fees paid for any year of 
postsecondary education or for courses that 
enable the student to acquire or improve job 
skills.

Degree- and non-degree-seeking students 
enrolled at least half-time; and any part-time 
students taking courses that would acquire or 
improve their job skills.

n



Basic Features of Tax Credit and Deduction Proposals (continued)

TAX CREDIT TAX DEDUCTION

Special requirement

Benefit calculation

Income phase-out

Benefit availability

Students must have not been convicted of 
drug-related felonies; To be eligible in the 
second year, a student must maintain a 2.75 
grade point average in his/her first year of 
college.

The tax credit is redueed by the amount of 
any Pell grant or other Federal education 
grants the student is receiving; Tuition 
expenses that are eligible for the credit are 
reduced by any tax-exempt scholarships or 
non-Federal grants the student is receiving.

For married joint filers, AGIs between 
$80,000 and $100,000; For individual filers, 
AGIs between $50,000 and $70,000.

On a per-student basis.

None.

Tuition expenses that are eligible for the 
deduetion are redueed by the amount of any 
Pell grant or other federal educational grants 
and any tax-exempt scholarships or grants 
the student is receiving.

Same as in the credit proposal.

On a pcr-tax-filing-unit basis.

Coordinating the Deduction and the Credit

0 For the tuition expenses of students in their first two years of college who are eligible for the credit, taxpayers are free to 
choose whichever form of assistance - credit or deduction — produces a better tax result for them.

0 A family with multiple students may take only credits, only deductions that sum to $10,000, or a combination of a credit and a 
deduction totaling up to $10,000. However, a taxpayer may not take both the credit and the deduction for the tuition expenses 
of any single student.

u; o



Cost of the Tax Credit and Deduction Proposals

In the summer of 1996, Treasury estimated that the two proposals would cost a total of $42.9 billion over fiscal years 1997-2002. 
Treasury’s estimate assumed that the two proposals would take effect on January 1, 1997.

FY 1997
(In millions of dollars)

FY 1998 FY 1999 FY 2000 FY 2001 FY 2002 Total

Tax Credit 0 3,700 4,100 4,900 5,800 6,600 25,100
Tax Deduction 400 2,700 3,000 3,800 3,900 4,000 17,800

Total 400 6,400 7,100 8,700 9,700 10,600 42,900

Enactment of these proposals in the nextCongress with an effective date of January 1, 1998, would reduce these estimates; $900 
million less in FY2002, and $10.6 billion less for the whole period.

(In millions of dollars)
FY 1998 FY 1999 FY 2000 FY 2001 FY 2002 Total

Tax Credit 0 3,700 4,100 4,900 5,800 18,500
Tax Deduction 400 2,700 3,000 3,800 3,900 13,800

Total 400 6,400 7,100 8,700 9,700 32,300

Drafting legislation

The Departments of Treasury and Education (and the Senate Legislative Counsel’s Office) worked together to come up with a draft 
bill in mid-September. The draft bill lays out the basic features of the proposals, but it is deliberately not explicit about how to 
implement these proposals. The draft bill states that many implementation issues would be dealt with through regulations proposed 
jointly by the Secretaries of Treasury and Education after the legislation is passed.

Reactions and Concerns ,

Two years ago, when the tax deduction proposal was initially announced, the higher education community showed lukewarm 
support. Compared to the tax deduction proposal, the tax credit proposal seems to have gotten a more positive response, together with

I ■.>



some serious criticisms and concerns. Community college groups, in particular, appear to be pleased with the $1,500 maximum credit 
level, $300 above the average annual community college tuition, that would make tuition at two-thirds of community colleges free.

However, the critics of the tax relief proposals raise three major concerns, which are analyzed briefly here.

(1) These tax proposals are not targeted sufficiently for low-income students. In particular, subtracting Pell grants out of the tax- 
credit eligibility would result in benefiting very few needy students. Not subtracting Pell grants from the tax-credit eligibility would 
definitely help low-income students, but it would also increase the cost of the tax-credit proposal significantly. ED estimates that 
leaving Pell grants intact in the tax-credit eligibility would increase the total cost of the credit proposal by 40 percent. The higher costs 
of this expansion could be offset by lowering the income phase-out range; however, given the President’s stated intention of assisting 
the middle class, changing the often-announced phase-out range is probably not an option.

(2) Many (including Robert Reischauer, former CBO director) believe that with the vast majority of students receiving tax relief 
colleges would have less incentive to hold down tuition increases. Because the Administration was well aware of this criticism in 
introducing the tax relief proposals, the President challenged colleges and universities this summer to hold down tuition. This bully 
pulpit approach seems unlikely to succeed in the long run, however. In fact, some tuition inflation is built in to the cost estimates. In 
the upcoming reauthorization of the Higher Education Act, the Administration might need to explore providing States and schools 
with some incentives to restrain tuition growth or increase their support for student financial aid.

(3) The higher education community fears that schools may have to hear a heavy new reporting burden in implementing the propo.sals. 
'I'his third concern has the most practical and immediate implications for the President’s proposals, fhe IRS has argued that for 
adequate tax administration, it would need to collect and be able to verify various types of information - for example, social security 
numbers of the taxpayer and student (if the student is dependent), enrollment status (full-time or half-time), grade point average, the 
amount of tuition and fees paid, and drug conviction records. Ideally, the IRS wants a third-party reporting system, with schools 
providing all the necessary student information. But schools would very likely (and strongly) oppose taking on such new reporting 
burdens even though they are the ultimate beneficiaries of this huge new revenue source. In coming months, ED, Treasury, and the 
higher education community groups will need to work together to determine who will provide which and how much student 
information.
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Record Type: Record

To: Kenneth S. Apfel/OMB/EOP, Barry White/OMB/EOP

cc: Robert M. Shireman/OMB/EOP
Subject: FYI - update on HOPE Scholarships

Below is a brief status report on the President's HOPE scholarship initiative.

Draft bill: In September, ED and Treasury completed a draft bill on the HOPE scholarship initiative. The 
draft bill lays out the basic features of the initiative, but it is deliberately not explicit about how to 
implement the initiative. The draft bill states that many implementation issues would be dealt with 
through regulations proposed jointly by the Secretaries of Treasury and Education after the legislation is 
passed.

Changes in cost estimate: In the summer of 1996, assuming that the (credit and deduction) initiative 
would take effect on January 1,1997, Treasury estimated that the two proposals would cost a total of 
$42.9 billion over FYs 1997-2002, including $10.6 billion in FY2002. Enactment of the initiative in the next 
Congress with an effective date of January 1,1998, would however reduce the initial estimates: $900 
million less in FY2002, and $10.6 biUion less for the whole period. With new economic assumptions. 
Treasury will again update the cost estimate this month.

Implementation issues: Since September, Treasury and ED have done very little to address 
implementation issues. At Treasury, there has reportedly been no further discussion of these issues, 
although a few individual staffers have continued to think through them. ED also has not formally or 
informally discussed the implementation issues with higher education groups. Several recent meetings 
ED had with the higher education groups to talk about HEA reauthorization issues reportedly turned into 
discussions of the HOPE scholarship initiative. But in these talks, the higher education community 
groups complained mostly about the initiative being poorly targeted, and ED was not able to move the 
groups to discuss the implementation issues. (For your information, attached is a list of data elements 
that IRS needs (or wants) to collect in administering the initiative.)

Scheduled meeting with ED and Treasiuy: Barry called for a meeting with ED and Treasury staffers to 
check what they have done to address implementation issues. OMB plans to pressure the agency folks to 
come up with feasible implementation plans. The meeting is scheduled for next Wednesday, November 
20.

Issues to consider for tomorrow's meeting: Although we have assumed that the bill drafted in last 
September would submit to Congress along with the FY98 Budget, it seems necessary to check whether 
our assumption is correct. You may want the meeting participants to decide whether to change any of 
proposed features of the initiative and when or how to submit legislation to Congress.

Attachment 1



Below is a list of data elements that IRS needs to have in administering the tax credit and deduction 
proposals. Treasury made this list last summer. ED thought this list is too extensive.

Information Required to Determine 
Refundable Tuition Tax Credit and Above-the-line Deduction

c

The following information items are required with respect to each academic period for which a student is enrolled 
during the taxable year. With respect to the credit, once allowable credit is determined, the usual tax rules regarding

A
offsets for outstanding tax liabilities, etc. apply.

Item Credit
i

Deduction

Student name X X
Student TfN fi.e.. social security numberl X X

"Tax^er name^ ~
Taxpayer TfNJ;<f~

X X
X X

Institution name X X
Institution EIN X X
Tuition and fees charged ^ $ $
Non-federal grtfflts $
Federal grants $
All grants $
Tuition and fees paid $ $

less refunds and insurance reimbursements
Prior year allowable credits by student $
Student status

13th year Y/N
14th year Y/N
enrolled in qualified program Y/N
at least half-time Y/N Y/N
full-time Y/N
job/skill related course Y/N
hobby, etc. - related course Y/N Y/N
B- average in 13th year Y/N
drug-related felon Y/N
non-resident alien Y/N Y/N
high school student Y/N Y/N
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Noviynber 12,1996

MEMORANDUM FOR LAURA TYS(W
gene SPERLING

FROM:

SUBJECT;

CC:

PAULDIMOND

SEPARATING G.I. BILL PROVISIONS? 

BRUCE REED

If you do thiak it >3 possible to eohieve e single.

app^b^rennns the several todingstresms but coonitnaresfteir i^lM^ on.

market accountability, and rewards for performance.

part n proposes a workable alternative to bring the youth programs in line with the 

President’s basic principles.

*Kf--tSiSCitc=:srr^=randDoLyouth and adult eduoationtraining si^ job semh

and Republican centrists about devolving all education and i ammg

H^'^olaisbip - refundable tax credit for edu«?atioii and training, degree 1-ycar
^ertificale programs. $1500 for two years, including 1-ycar certificate. [las^: m^e 
S2500 nee vetS Include non-degree programs? Information include percentage and 
L to achieve degree or certificate
ioh and income results for students mnon-degrec programs)/Gatekeeping.
Administer through DoEd student financial assistance, with advance payment of
refundable portion credit? How coordinate with KS?1 ,«.dficaic

Education tax d^eduction - for education and traiiung, degree and 1-year certificate
$10,000. [lasues: include non-degree?]
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nortatle health care? Raise aniounl to $3000? DoEd student financial assistance

to $3000 or $3500, perhaps in exchange for limiting to first two years. Add non-
StudSloaliTwiui^^^S-’^ Earn and 25^ycar sUdine

include non-degrec? how set bar and conditions of GSL and Du«t Lendmg to make 
loans more affordable and convenient to students, \Mth better mrumiation, g^uc-
keeping, and collection?] • • v v t, h

[Issue=$250 refundable credit for job-search? or rely on interactive job b^ and 
counscling/placcmcnt from the search firms that represent employers/]

[Woricforce Development Act - if omit non-degree from Hope Scholarship, 
and Student Loans, then go with principle of devol ving DoL P^8«^ t 
states having flexibility to design individual grants for job s^ch and trmnmg ^th 
sign-off by local labor market woricforce boards made-up of majority of private 
employers and by county-city executives; approval by Secretary of DoL m
consultation with Secrciaiy of Education] , , ,

1 Weifaro-to-Work Jobs Challenge based on principle of state-local design to connect 
welfare-to-work participants to real jobs in expanding local labor markets]

2. Youth Education and Training

DoL: performance iucentivc awards to states and locaUties that put per pupil K-12 
’ 17.24 without high school diplomas to learn to earn hij

school diploma, workplace skill and (a)job or ^ojacccss lo ^ ■

need anthoTization? if so, don’t tie in any way to Scboul-to-Work so that R s don t 
have to face issue ofright-'^dng attack on STW. Also: assume that keep summer jobs,
Job Corps; small fand for experiments, demos?] , • • '

Vocational Educadon/ACE Graduation Challenge: incentive awards for ret^g more 
students in “school" until earn high school diploma that means somethmg to 
employee and coUeges. Use bully pulpit to eucouiagc range of choices.

incentive awards and DoEd graduation challenge.
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Year and control of institution

1991- 92 ...........
1992- 93 ...........
1993- 94 ...........
1994- 95^ .........

Private Institutions
1964- 65 ...........
1965- 66 ...........
1966- 67 ...........
1967- 68 ...........
1968- 69 ...........
1969- 70 ............
1970- 71 ............
1971- 72 ............
1972- 73 ...........
1973- 74 ...........
1974- 75 ............
1975- 76 ............
1976- 77 ............
1977- 78 ............
1978- 79 ............
1979- 80 ............
1980- 81 ............
1981- 82 .............
1982- 83 .............
1983- 84 .............
1984- 85 .............
1985- 862 ..........
1986- 873 ...........
1987- 88 .............
1988- 89 .............
1989- 90 .............
1990- 91 .............
1991- 92 ..............
1992- 93 .............
1993- 94 ..............
1994- 954 ............

Total tuition, room and board Tuition and required fees (in-state) Dormitory rooms

All insti­tutions

4
year institu

tions

All insti­tutions
4-year institutions

All insti­tutions
4-year institutionsAll

4-year
Univer­
sities

Other
4-year

2-year
All

4-year
Univer­
sities

Other
4-year

2-year
All

4-year
Univer­
sities

Other
4-year

2-year

2 3 4 5 6 7 6 9 10 11 12 13 14 15 16

5.135 5,695 6,051 5.459 3,623 1,624 2,119 2,410 1,933 937 1,731 1,785 1.789 1.782 1.0745.379 6,020 6,442 5,740 3.799 1,782 2,349 2,604 2,192 1,025 1,756 1.816 1.856 1.787 1,1065,694 6,365 6,710 6.146 3,996 1,942 2,537 2,820 2,360 1.125 1.873 1.934 1,897 1,958 1.1905,962 6,674 7.002 6,411 4.149 2,057 2,689 2,982 2,507 1,194 1.959 2.021 1.993 2.041 1^239

1,907 — 2,202 1,010 1.455 1,088 _ 1,297 1,023 702 331 390 308 2892,005 — 2,316 1,899 1,557 1,154 — 1,369 1,086 768 356 _ 418 330 3162,124 — 2,456 2,007 1,679 1,233 — 1,456 1,162 845 385 452 355 3472,205 — 2,545 2,104 1,762 1,297 — 1,534 1,237 892 392 _ 455 366 3662,321 — 2,673 2,237 1,876 1,383 1,638 1,335 956 404 — 463 382 391
2,530 — 2,920 2,420 1,993 1,533 . 1,809 1,468 1.034 436 503 409 4132,738 — 3,163 2,599 2,103 1,684 — 1,980 1,603 1,109 468 _ 542 434 4342,917 — 3.375 2,748 2,186 1,820 — 2,133 1,721 1,172 494 _ 576 454 4493,038 — 3,512 2,934 2,273 1.898 — 2,226 1.846 1,221 524 622 490 4573,164 — 3,717 3,040 2,410 1,989 — 2,375 1,925 1,303 533 — 622 502 483
3,403 — 4,076 3,156 2,591 2,117 — 2,614 1,954 1,367 586 691 536 5643,663 — 4,467 3,385 2,711 2,272 — 2,881 2,084 1,427 636 _ 753 503 5723,906 3,977 4,715 3,714 2,971 2,467 2,534 3,051 2,351 1,592 649 651 783 604 6074,158 4,240 5.033 3,967 3,148 2,624 2,700 3,240 2,520 1,706 698 702 850 648 6314,514 4,609 5,403 4,327 3,389 2,867 2,958 3,487 2,771 1,831 758 761 916 704 700
4,912 5,013 5,891 4,700 3,751 3,130 3,225 3,811 3.020 2,062 827 831 1.001 768 7665,470 5,594 6,569 5,249 4,303 3,498 3,617 4,275 3,390 2,413 918 921 1.086 859 8716,166 6,330 7,443 5,947 4,746 3,953 4,113 4,887 3,853 2,605 1.038 1.039 1.229 970 1,0226.920 7.126 8,536 6,646 5,364 4,439 4,639 5,583 4,329 3,008 1,181 1.181 1.453 1.083 1.1777,508 7,759 9,308 7,244 5,571 4,851 5,093 6,217 4,726 3,099 1,278 1.279 1.531 1,191 1.253
8,202 8,451 10,243 7,849 6,203 5,315 5,556 6,843 5,135 3,485 1,426 1.426 1.753 1,309 1,4248,885 9,228 11,034 8,551 6,512 5,789 6,121 7,374 5,641 3,672 1.553 1.557 1.940 1,420 1.5009,676 10,039 12,278 9,276 6,384 6,316 6,658 8,118 6,171 3,684 1,658 1.673 2.097 1,518 1,26610,512 10,659 13,075 9,854 7,078 6,988 7,116 8,771 6,574 4,161 1,748 1.760 2.244 1.593 1.38011,189 11,474 14,073 10,620 7,967 7,461 7,722 9,451 7,172 4,817 1,849 1.863 2.353 1.686 1.540

12,018 12,284 15,098 11,374 8,670 8,147 8,396 10,348 7,778 5,196 1,923 1.935 2.411 1,774 1,66312,910 13,237 16,503 12,220 9,302 8,772 9,083 11,379 8,389 5,570 2,063 2.077 2,654 1.889 1.74413,907 14,273 17,779 13,189 9,631 9,434 9,775 12,192 9,053 5.752 2,221 2.241 2.860 2.038 1,78914,634 15,009 18,898 13,882 9,903 9,942 10,294 13,055 9,533 6,059 2,348 2,362 3.018 2.151 1.97015,496 15,904 20,097 14,640 10,406 10,572 10,952 13,874 10,100 6,370 2,490 2.506 3.277 2.261 2,06716,222 16,645 21,010 15,410 11,059 11,128 11,522 14,510 10,698 6,865 2,586 2,604 3.468 2.350 2.166

Board (7-day basis)'

All insti­tutions

1,780
1,841
1,880
1,947

488
495
506
516
534
561
586
603
616
642
700
755
790
836
889
955

1,054
1,175
1,300
1,380
1,462
1,542
1,702
1,775
1,880
1,948
2,074
2,252
2,344
2,434
2,508

4-year inslilulions
All

4-year

1,792
1,854
1,895
1,964

791
838
890

957
1,056
1,178
1,306
1,387

1,469
1,551
1,708
1,783
1,889

1,953
2,077
2,257
2,354
2,445
2,520

Univer­
sities

1,852
1,982
1,993
2,107

515
529
548
556
572

608
641
666
664
720

771
833
882
943

1,000

1,078
1,209
1,327
1,501
1,559

1,647
1,720
2,063
2,060
2,269

2,339
2,470
2,727
2,825
2,946
3,032

Other
4-year

1,745
1,761
1,828
1,863

479
483
490
501
520

543
562
573
598
613

666
718
759
800
851

912
1,000
1,124
1,234
1,327

1,405
1,490
1,587
1,687
1,762

1,823
1,943
2,098
2,197
2,278
2,363

2-year

1,612
1,668
1,681
1,716

464
473
487
504
529
546
560
565
595
624

660
712
772
811
858

923
1,019
1,119
1,179
1,219

1,294
1,340
1,434
1,537
1,609

1,811
1,989
2,090
1,875
1,970
2,028

' Data for 1986-87 and later years reflect 20 meals per week rather than meals 7 days per week.
r Room and board data are estimated.
^Becaose ol revisions in data coilection procedures, figures are not entirely comparable with those lor previous 

years. In particular, data on board rales are somewhat higher than earlier years because they reliect a basis of 20 
meals per week rather than meats senred 7 days per week. Since many institutions servo fewer than 3 meats each 
day, the 1986-87 and later data reflect a more accurate accounting ol total board costs. Because ol their low response 
rale, data lor private 2-year colleges must be interpreted with caution.

'Preliminary data based on fall 1993 enrollment weights.
—Data not available.

note —Data are for the entire academic year and are average charges paid by students. Tuition and fees were 
weighted by the number of lull-time-oquivalenl undergraduates but were not adiusted to renecl student residency Room 
and board wore based on lull-lime students. The data have not been adjusted for changes in the purchasing power 
of the dollar. Some data have been revised from previously published figures. Because of rounding details may not 
add to totals.

SOURCE: U S. Department ol Education, National Center for Education Statistics, ■'Inslilulional Characteristics of 
Colleges and Universities” and "Fall Enrollment in Institutions ol Higher Education" surveys; Integrated Postsecondary 
Education Data System (IPEDS), '•Fall Enrollment" and ■ Institutional Characlenslics" sunreys. (This table was orooared 
August 1995.)
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HIGHER EDUCATION: STUDENT CHARGES

Table 307,-Average undergraduate tuition and fees and room and board rates paid by students in institutim 
_________ higher education, by control of institution and by state: 1993-94 and 1994-95 °ns of

state or other area

United States

Alabama . 
Alaska .... 
Arizona ... 
Arkansas

Colorado ..................
Connecticut .............
Delaware ..................
District of Columbia 
Florida ......................

Ohio .................
Oklahoma........

Oregon ............
Pennsylvania ... 
Rhode Island ...

South Carolina 
South Dakota ..
Tennessee .....
Texas ...............
Utah .................

Vermont ........
Virginia ..........
Washington ... 
West Virginia .
Wisconsin.....

Wyoming .......

Public 4-year. 1993-94

Total

S6.365

California ............................. 7.524

6.190 
7,915 
7.790

............................... 5.861

Georgia ............................... ,5.053
Hawaii .................................. 1 452
Idaho .................................... 4,977
Illinois ................................... 6.999
Indiana ................................ e 540

Iowa ..................................... 5,439
Kansas ................................ 5,137
Kentucky ............................. 5,027
Louisiana............................. 5.214
Maine ................................... 7 503

Maryland ............................. 8.147
Massachusetts ................... 8.503
Michigan.............................. 7,653
Minnesota ........................... 5.929
Mississippi........................... 5.088

Missouri............................... 5.833
Montana .............................. 5,668
Nebraska............................. 4,925
Nevada................................. e!379
New Hampshire ................. 7.8OI

New Jersey ...................
New Mexico ..................
New York ......................
North Carolina..............
North Dakota.................

5.295 
5.978 
5.463
5.296

Tuition
(in­

state)

$2,537

8.251
5.062
7,721
4,706
5,253

6.992
4,027
6,630
8.277
8,604

6,206
4,917
5.019
4,934
5.125

10,054
7.725
6,476
5,687
5,249
4,900

1,986
1.909
1.819
1,805
2.388

2,267
3.476 
3.663

974
1,784

1.886
1.452
1,497
3,031
2.621

2.352
1.890
1,914
2.177
3,131

3,111
4,163
3,492
2,783
2.368

2.476 
1.889 
1,936
1.532 
3,835

3,517
1,726
2,920
1.408
2,124

3.265
1,643
2.831
4.316 
3,404

2,895
2,338
1,796
1,504
1,868

5.532 
3,645 
2,334 
1,875
2.316 
1,648

Total

$6,674

5,432
6.156
5,829
4,926
7,922

6.523
8.505
8,131

6,192

5,381

5.205 
7,482 
6,921

5.699
5,442
5,324
5,275
7.794

8,297
8.536
7,949
6.182
5,248

6.326
5,996
5,186
6,908
8,145

8,714
5,373
7,952
4,858
5.513

7,733
4.205 
6,929 
8.665 
9.080

6,758
5,319
5,130
5,175
5,349

10,401
7,951
7.070
5,912
5.615
5.237

Tuition 
(in­

state I

$2,689

2.106
2.045 
1,894 
1.955 
2,703

2.377
3,746
3,817
1.046
1.786

1.965
1.508
1,583
3,197
2,864

2,462
2,019
2,056
2,214
3,319

3,318
4,131
3.729
2,919
2,448

2.787 
2.110 
2,058 
1,601 
4,003

3,773
1,836
2.957
1.503
2,245

3,405
1.675
3,063
4,512
3,718

3,021
2,557
1,897
1,608
1,960

5,752
3,769
2,686
1,963
2.470
1,908

$2,021

1,674
2.227
1.956
1.584
2.881

1.887
2.526
2.290

2.112

1 590

1.507
1.972
1.757

1.513
1.656
1.465
1.470
2247

2.531
2.331
2.041
1.818
1.350

1.908
1.745
1.340
3.009
2.478

2.945
1.631
2.780
1.686

967

2.262
964

1.557
2.152
2,849

1,904
1.123
1.553
1.838
1.390

2.998
2.221
1.930
1.908
1.681
1,462

Board

$1,964

1,652
1,884
1,979
1.387
2,338

2,259
2.234
2,023

2.294

1.826

2.115
2,312
2.300

1,623
1,767
1,802
1,591
2,229

Private 4-year. 1993-94

Total

$15,904

2,348
2,073
2.178
1,445
1,451

1.632
2,141
1,788
2,298
1,665

1,997
1,906
2.215
1,670
2,301

2,066
1,566
2,309
2,000
2,513

1,833
1,639
1.680
1.729
2,000

1.652
1,961
2,454
2,042
1,464
1,867

10,551
12.134
9.406
8,866

19,277

15,960
20.740
10,595
18,581
13,778

13,696
10,185
14,176
15,242
14,974

14.499
11,138
10,019
16,150
19,827

18,962
21,384
12,253
15,594
8,763

13.005
9,446

11,811
9,773

18,738

18.208
14,637
18,364
13.543
9,194

15,396
10.706
16,617
18.137 
19,695

12.138 
11.652 
11,967 
11,847
6,796

19.555
13.852
16.108
13,179
13,872

Tuition

$10,952

6,905
7,637
5,716
5.721 

13,249

11,007 
14,785 
6,817 

12,573 
9,422

9,040
5.578 

10,103 
10,471 
11,094

10,820
7,602
6,519

11,179
14,421

12,847
14,826
8,362

11,637
5,960

8.722 
6,084 
8,338 
7,173

13,359

12.375
10,261
12,161
9,635
6,437

11,055 
7,126 

12,311 
12,710 
13,617

8,570
8,019
8.579 
7,936
2.679

14,263
9.679 

11,713
9,284

10,160

Private 4-year. 1994-951

Total

$16,645

11.321 
12,448
10.179 
9,577

18,631

16,908
21.923 
11,356 
19,637
14.480

14,369
11,000
14,583
15,986
15.923

15,274 
11,736 
10,665 
16,764 
20,853

20.053
22.322 
12,815 
16,348
9.179

14.069
10,406
12,573

17,162

18,983
16.004
19.481 
14,544
9,505

16.334
11,859
17,577
19,035
20,799

12,709
12,385
13,176
12,417
7,112

20.675
14,519
16,996
13,835
14,766

Tuition
(in-state)

$11,522

7,404
7.950 
6.076 
6,162

12,748

11,710
15,704
7.187

13,367
9,941

9,571
5.951 

11,246 
11,070 
11,848

11,430 
8,079 
7,038 

11.769 
15,383

13,762
15,685
8,739

12,233
6,289

9.607
6.993
8,897
7,494

12,143

12.951
11,549
12,892
10,406
6,653

11,782 
8,078 

12,969 
13,457 
14,445

9,122
8,574
9,210
8,410
2,814

15,032
10,309
12,412
9,889

10,835

Room

$2,604

1,699
1,835
1,990
1.419
2,980

2.590
3,461
2,710
3,706
2,316

2,522
2.920
1,330
2,609
1,879

1,789
1,517
1,680
2,601
2.679

3,342
3,526
1,926
1,975
1,458

2,165
1,315
1,709
3.050
2.530

3,124
2,226
3,484
1,963
1,229

2,253
1,731
2.028
2,823
3,417

1,741
1.482 
2,036 
1,860 
1,340

3,172
2,018
2.483 
1,681 
1,668

Board

$2,520

2,219
2,662
2,113
1,997
2.903

2,608
2,757
1,458
2.565
2.223

2,276
2,129
2,007
2.307
2,195

2,054
2.140
1.948 
2.394 
2,791

2.949 
3,112 
2,150
2.141 
1,433

2,297
2,098
1,966

2,490

2.909
2,228
3,106
2,176
1.623

2,299
2,049
2,580
2,755
2.937

1,847
2,329
1,930
2,147
2,959

2.471
2,192
2,101
2,265
2,263

Public 2-year, tui- 
"°n only (in-state)

1993-94

$1,125

1,107
1.268

727
842
345

1,201
1.398

1,074

974
480
914

1,134
1,743

1,615
982
966
955

1,907

1,676
2.344
1,357
1,845

937

1,138
1,162
1,088

817
2,259

1,540
620

2,112
578

1.637

2,088
1,107
1,185
1,672
1,546

1,058
2,640

950
625

1,289

2,726
1,332
1,143
1,237
1,527

874

1994-95'

$1,194

1.123
1,320

734
888
365

1,279
1,520
1,266

1,112

1.015
500
990

1.194
1,854

1,699
1,044
1,080
1,027
2,137

1,848
2,441
1,432
1,928

935

1,203
1,329
1,097

842
2,316

1,755
678

2.152 
582

1,689

2,164
1.153 
1,324 
1,751 
1,686

1,048
3,430

975
680

1,340

2,877
1,384
1,314
1,312
1,649

893

' Preliminary data based on fall 1993 enrollments.
—Data not reported or not applicable.

NOTE —Data are lor the entire academic year and are average charges. Turjon and 
lees were weighted by the number ol tull-time-equivaleni undergraduates m 1993, but

are not adjusted to reflect student residency. Room and board are based on full-time students.

SOURCE; U S. Department of Education. National Center for Education Statistics. In­
tegrated Postsecondary Education Data System (IPEDS), "Fall Enrollment" and "Institu­
tional Characteristics" surveys. (This table was prepared August 1995.)
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