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What’s New

¢ Taxpayer identification number is needed by due date
of return

¢ If the client does not have a taxpayer identification
number (TIN) by the due date of the 2016 return
(including extensions), they can’t claim the American
opportunity credit on either the original or an
amended 2016 return, even if they later get a TIN

¢ Also, the American opportunity credit isn’t allowed on
either an original or an amended 2016 return for a
student who doesn’t have a TIN by the due date of the
return (including extensions), even if that student later
getsa TIN
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Three Options

* Tuition and Fees deduction
e American Opportunity Credit
¢ Lifetime Learning Credit




Chart
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- Tuition and Fees
Criteria AOTC LLc Deduction
) Upto 4,000 taxable
. Upto $2500 creditper || Upto $2,000 creditper || :
Maximum credit or benefit eligible student retum income reduction per
| return
Refundable or 40% of credit Not refundable Does not apply
nonrefundable |

Phase-Outs Per Option

Criteria AOTC LLC Tuition and
Fees

Limit on MAGI for married $180,000 $131,000 $160,000

filing jointly

Limit on MAGI for single, $90,000 $65,000 $80,000

head of household, or
qualifying widow(er)

Can you file married filing No No No
separately?

Interactive Application

 https://www.irs.gov/uac/am-i-eligible-to-
claim-an-education-credit

Am | Eligible to Claim an Education Credit?

This interview will halp you determine if you're sligible for certain educational cradits or deductions
inchuding the American Opportunity Credit, the Lifetime Learning Credit. and the Tuition and Fees
Deduction

The tool is designed for use by taxpayers that were U.S. citizens or resident aliens for the entire tax
year for which they're inquiring about. if maried, the spouse must also have been a U.S. citizen or
resident alien for the entire tax year. For information regarding nonresidents or dual status aliens,
please see Publication 519, U.S. Tax Guide for Aliens

Information You'll Need:
= Filing status
« Student’s enroliment status
= Your adjusted gross income
+ Who paid the expenses. when the expenses were paid. and for what academic period
« If any expenses were paid with tax-exempt funds
 If any expenses were paid with distributions from a Coverdell Education Savings Account or
Qualified Tuition Program

Estimated Completion Time: 10 minutes

Note: After 15 minutes of inactiity. you'll be forced to start aver




Interactive Application
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Interactive Tax Assistant (ITA)
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Interactive Tax Assistant (ITA)
Tax Year

Wihatax yeat are you asking about?
s -
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@RS EEm—

Filng
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Interactive Tax Assistant (ITA)

Selected Filing Status

What is your fling states for 2157
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Interactive Application
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Payments Refunds Credits & Deductons News &Events Foms 8Pubs  Help & Resources  for Tax Pros

Fiing

Search Q

Interactive Tax Assistant (ITA) piew | Stant Osr |

You or Spouse are Claimed as a Dependent on Another Taxpayer's
Retun

Ave you or your speuse being claimed as a dependent on ancther taxpayer's eturm?

Yes @il

Interactive Application

@lRS Soach : : Q

Filing

Payments Rehnds Credts&Dedctions Mews&Evens Foms&Pubs  Help & Resowtes  forTax Pros
Interactive Tax Assistant (ITA)
Eligible School
During 2015, was the stadent enolled ot 8 postsecondary edocationsl insttution eligibhe
10 participate in 8 student aid program administered by the 1.5, Departent of

Education?
@ ok

Interactive Application

RS ey

Filing

Payments Refunds Credis & Deducbons  News&Events Foms&Pubs  Help & Resources for Tax Pros
Interactive Tax Assistant (ITA)
Enrolled for One Academic Period
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educational credental?
@Y oMo
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Interactive Application
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@IRS Search Q
Fiing Payments Relunds Crodis& Deductions News& Evenls Foms&Pubs Help& Resowrces for Tax Pros
Interactive Tax Assistant (ITA)
Student

Who is the student?

The studel i your dependent for whom youare clamng an exengton ~

Interactive Application
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Year Expenses Paid

Were the education expenses pad during 20157
BYes Ot
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Interactive Application
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Interactive Application

e All, Part or None
RS =
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Interactive Application
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Interactive Application
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Yes @i

Interactive Application
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Double Benefits

Are you claiming these education expenses anpwhere else on your tax retum?
Yes it

Interactive Application
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Interactive Tax Assistant (ITA)
First Four Years of School Completed
Has the student received four years academic credit for postsecondary education before

the beginning of 20157
Yes @it




Interactive Application
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@[RS Search ‘ : Q

Fiing Payments Refunds Credits & Deductions News&Events Forms & Pubs  Help & Resources  for Tax Pros

Interactive Tax Assistant (ITA)

American Opportunity Credit Claimed for Student

Has the Hope credi 8 i ’ Yomes
in the post for this student?
Yes e

Interactive Application

GRS .

Fiing Payments Refunds Credits & Deductions News&Events Foms&Pubs  Help & Resources  for Tax Pros

Interactive Tax Assistant (ITA)
Conviction for Possessing of Distributing a Controlied Substance
As ol the end of 2015, W

distibuting a contrlled substancs ?
Yes [gto

Interactive Application

@l RS Search
Fiing Payments Refunds Credits & Deducions  News&Events Forms&Pubs  Help & Resources
Interactive Tax Assistant (ITA)
Adjusted Gross Income Known

Do you know the amount of your sdjusted gross incoma (AGI) for 20157

@iYes oMo
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a
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Interactive Application
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@lRS Sewth‘ - Q s '

Fiing Payments Refunds Credits & Deduchons News& Events Foms&Pubs  Help & Resources  for Tax Pros.

nteractive Tax Assistant (ITA)
Adjusted Gross Income

Vot is your sdjusted gross income?

Note: 220, anter

155,000

Interactive Application

@RS

Q
Fiing Payments Refunds Credits & Deducions  News & Events Forms & Pubs  Help 8 Resources  for Tax Pros

Interactive Tax Assistant (ITA)

Foreign Income

e iming any foreign eamed im-lcwm . m.surm

Vs @t

Interactive Application
mIRS Search Q &
Fiing Payments Refunds Credits & Deductions News&Events Forms & Pubs  Help & Resources  for Tax Pros

Interactive Tax Assistant (ITA)

Domestic Production Activities Deduction

Domest

Yes @l
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Interactive Application
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You are eligible 10 claim the American opportunity credit.

You igible 10 claim the

Based on your adusted gross income (AGI). you cannot take the ifetime leaming cred because your
income is too high

You are eligible to claim the tuition and fees deduction.

Due Diligence

Form 8867 is also required to be completed and due

diligence preformed for the American Opportunity Credit
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Tuition and Fees
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Use Form 8917 to figure and take the deduction
for tuition and fees expenses paid in 2016

The maximum deduction is $4,000

This deduction is based on adjusted qualified
education expenses paid to an eligible
educational institution (postsecondary)

First check out to determine if the client can take
the American Opportunity Credit or Lifetime
Learning Credit for education expenses

Who Can Take the Deduction

The client may be able to take the deduction if
the client or spouse, or a dependent claimed on
the tax return was a student enrolled at or
attending an eligible educational institution

The deduction is based on the amount of
qualified education expenses paid for the
student in 2016 for academic periods beginning
in 2016 or beginning in the first 3 months of
2017

Who Can Take the Deduction

Generally, in order to claim the deduction for
education expenses for a dependent, the
client must have paid the expenses in 2016
and must claim an exemption for the student
as a dependent on the 2016 tax return

13



If Any of the Following Applies the
Client Cannot Take the Deduction

10/14/2016

The filing status is married filing separately

Another person can claim an exemption for the
individual as a dependent on his or her tax return

The individual cannot take the deduction even if the
other person does not actually claim that exemption
The modified adjusted gross income (MAGI), as
figured on line 5, is more than $80,000 ($160,000 if
filing a joint return)

The individual is a nonresident alien for any part of the
year and did not elect to be treated as a resident alien
for tax purposes

If Any of the Following Applies the
Client Cannot Take the Deduction

The client cannot claim a tuition and fees
deduction for any student if they or anyone else
claims an American Opportunity or Lifetime
Learning Credit (Form 8863) in 2016 with respect
to expenses of the student for whom the
qualified education expenses were paid

However, a state tax credit will not disqualify the
client from claiming a tuition and fees deduction

MAGI

Generally, the MAGI is the amount on the Form
1040, line 38, or Form 1040A, line 22

However, if the client is filing Form 2555, Foreign
Earned Income; Form 2555-EZ, Foreign Earned
Income Exclusion; or Form 4563, Exclusion of
Income for Bona Fide Residents of American
Samoa; or are excluding income from Puerto
Rico

ADD to the amount on the Form 1040, line 38, or
Form 1040A, line 22, the amount of income
excluded

14



Qualified Education Expenses
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Generally, qualified education expenses are
amounts paid in 2016 for tuition and fees
required for the student’s enrollment or
attendance at an eligible educational institution

Required fees include amounts for books,
supplies, and equipment used in a course of
study if required to be paid to the institution as a
condition of enrollment or attendance

It does not matter whether the expenses were

paid in cash, by check, by credit or debit card, or
with borrowed funds

Qualified Education Expenses

Qualified education expenses include nonacademic fees, such as

student activity fees, athletic fees, or other expenses unrelated to

the academic course of instruction, only if the fee must be paid to

the institution as a condition of enrollment or attendance

Fees for personal expenses are never qualified education expenses

Personal expenses

— This means room and board, insurance, medical expenses (including
student health fees), transportation, and other similar personal, living,
or family expenses

— Any course or other education involving sports, games, or hobbies, or
any noncredit course, unless such course or other education is part of
the student's degree program or helps the student acquire or improve
job skills

Qualified education expenses do not include any expenses for

which you take any other deduction, such as on Schedule A (Form

1040) or Schedule C (Form 1040)

Form 1098-T

The client may receive Form 1098-T, Tuition Statement,
from the institution reporting either payments received in
2016 (box 1) or amounts billed in 2016 (box 2)

However, the amount in box 1 or 2 of Form 1098-T may be
different from the amount paid (or are treated as having
paid)

In completing Form 8917, use only the amounts actually
paid (plus any amounts that are treated as having paid) in
2016

Qualified education expenses paid directly to the
institution by someone other than the client or the
student are treated as paid to the student and then paid
by the student to the institution

15



2016 Form 1098-T
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8333

] VOID ] CORRECTED

Tuition
‘Statement

THERTS fodral eriiication v

STUDENT'S baporyer driiicaton ro

STUDENTS rarme

vt ks (chede ok )

for aprice yeur

Tty o Yowr, sk o provece, county, xd 20 cr Foresr postal code

File with Form 1006,

For Privacy Act and
[Pagerwork Reduction
Act Notoe, see the.
2016 General
Instructions for

Servn Proweieihced Mo fooe vair]

hatimectrnt [ | shrdent s

[ Chckd st 9Chock 13 gradie 10 7. contrac rersb ek | Gertain Information
Retums.

Forn 1098-T

Gat. Mo, 20873 s ottt Depuriat o
Do Not Cut or Separate Forms on This Page — Do Not Cut or Separate

-y
Forms on This Page

Fuovrus Sorvce

2017 Form 1098-T

VoD CORRECTE!

k0 1 province, courtry P of

Tuition
Statement

Copy A

For

1 Internal Revenue

Service Center
File with Form 1096,

F

2017 General
Instructions for

6 s Mt
Fa smaghusent

Certain Information
Retumns.

Fom 10087

Do Not Cut or Sepavat;

Academic Period

* An academic period is any quarter, semester,
trimester, or any other period of study as

reasonably determined by an eligible

educational institution

¢ If an eligible educational institution uses
credit hours or clock hours and does not have
academic terms, each payment period may
be treated as an academic period

16



Prepaid Expenses
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¢ Qualified education expenses paid in 2016 for an
academic period that begins in the first 3 months
of 2017 can be used in figuring the tuition and
fees deduction for 2016 only

* For example, if the client pays $2,000 in
December 2016 for qualified tuition for the 2017
winter quarter that begins in January 2017, the
client can use that $2,000 in figuring the tuition
and fees deduction for 2016 only

Adjusted Qualified Education Expenses

For each student, reduce the qualified education expenses
paid by or on behalf of that student under the following rules

The result is the amount of adjusted qualified education
expenses
for each student
— Tax-free educational assistance
— Refunds
* Arefund of qualified education expenses may reduce adjusted qualified
education expenses for the tax year or may require the client to include
some or all of the refund in their gross income for the year the refund is
received
— Refunds received in 2016
* For each student, figure the adjusted qualified education expenses for
2016 by adding all the qualified education expenses paid in 2016 and
subtracting any refunds of those expenses received from the eligible
educational institution during 2016

Adjusted Qualified Education Expenses

— The tax-free part of any scholarship or fellowship
grant (including Pell grants)

— The tax-free part of any employer-provided
educational assistance

— Veterans' educational assistance

— Any other educational assistance that is
excludable from gross income (tax free), other
than as a gift, bequest, devise, or inheritance

17



Other Issues
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Refunds received after 2016 but before the
income tax return is filed

Refunds received after 2016 and after the
income tax return is filed

Coordination with Coverdell education
savings accounts and qualified tuition
programs

Eligible Educational Institution

An eligible educational institution is generally any accredited
public, nonprofit, or proprietary (private) college, university,
vocational school, or other postsecondary institution

Also, the institution must be eligible to participate in a
student aid program administered by the Department of
Education

Virtually all accredited postsecondary institutions meet this
definition

An eligible educational institution also includes certain
educational institutions located outside the United States
that are eligible to participate in a student aid program
administered by the Department of Education

The educational institution should be able to tell the client if
it is an eligible institution

Website

https://fafsa.ed.gov/FAFSA/app/schoolSearch
?locale=en EN

https://studentaid.ed.gov/sa/prepare-for-
college/choosing-schools/types/international

http://ope.ed.gov/accreditation/index.aspx

18



Comparison of Education Credits for
2016
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| Maximum crodit
Limit on mdified
adjusted gross income
| wagn
Retundable or
| nonrslundable
Number of years of

Number of tax years.

Type of ired

Number of courses.

Felony drug conviction

Qualified expenses

Paymants for academic
periods.

TIN nesded by fiing due
date

Phase-out for AOTC and LLC

¢ The MAGI is the following:

— a. For the American Opportunity Credit: $180,000
or more if married filing jointly, or $90,000 or
more if single, head of household, or qualifying
widow(er) with dependent child

— b. For the lifetime learning credit: $131,000 or
more if married filing jointly, or $65,000 or more if
single, head of household, or qualifying widow(er)
with dependent child.

American Opportunity Credit

¢ The client may be able to claim a credit of up to
$2,500 for adjusted qualified education expenses paid
for each student who qualifies for the American
Opportunity Credit

* This credit equals 100% of the first $2,000 and 25% of
the next $2,000 of adjusted qualified education
expenses paid for each eligible student

e The amount of the credit for 2016 is gradually reduced
(phased out) if the MAGI is between $80,000 and
$90,000 ($160,000 and $180,000 if you file a joint
return)

* The client cannot claim a credit if the MAGI is $90,000
or more ($180,000 or more if you file a joint return
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Besides the Phase-Out the Credit Cannot be
Claimed if the Following Applies

10/14/2016

1. The student is claimed as a dependent on
another person's tax return

2. The filing status is married filing separately
3. The client or spouse were a nonresident
aliens for any part of 2016 and did not elect
to be treated as a resident alien for tax
purposes

Student Qualifications

As of the beginning of 2016, the student had not
completed the first 4 years of postsecondary
education(generally, the freshman through senior years of
college), as determined by the eligible educational
institution

For this purpose, do not include academic credit awarded
solely because of the student's performance on
proficiency examinations

Neither the American Opportunity Credit nor the Hope
Scholarship Credit has been claimed (by the client anyone
else) for this student for any 4 tax years before 2016

If the American Opportunity Credit (and Hope Scholarship
Credit) has been claimed for this student for any 3 or
fewer tax years before 2016, this requirement is met

Student Qualifications

For at least one academic period beginning or treated as

beginning in 2016, the student both:

— a. Was enrolled in a program that leads to a degree, certificate, or
other recognized educational credential; and

— b. Carried at least one-half the normal full-time workload for his
or her course of study

The standard for what is half of the normal full-time work

load is determined by each eligible educational institution

However, the standard may not be lower than any of those

established by the U.S. Department of Education under the

Higher Education Act of 1965

For 2016, treat an academic period beginning in the first 3

months of 2017 as if it began in 2016 if qualified education

expenses for the student were paid in 2016 for that

academic period
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Student Qualifications

10/14/2016

¢ As of the end of 2016, the student had not
been convicted of a federal or state felony for
possessing or distributing a controlled
substance

* Filers and students must have a TIN by the
due date of the 2016 return

Sharon

¢ Sharon was eligible for the American Opportunity Credit
for 2010, 2011, 2012, and 2015

¢ Her parents claimed the American Opportunity Credit for
Sharon on their 2010, 2011, and 2012 tax returns

¢ Sharon claimed the American Opportunity Credit on her
2015 tax return

¢ The American Opportunity Credit has been claimed for
Sharon for 4 tax years before 2016

¢ Therefore, the American Opportunity Credit cannot be
claimed for Sharon for 2016

¢ If Sharon were to file Form 8863 for 2016, she would check
“Yes” for Part llI, line 23, and would be eligible to claim
only the lifetime learning credit

2016 Form 8863

opportunity credit or lifetime learning credit. Use additional copies of page 2 as needed for

Complete Part Il for each student for whom you're claiming either the American.
each student.

[Partin ]
See nstructions,

20 Stwoent nama (as SROWN 07 Page § Of your taX ratUrn) ||| 21 Siusent Social Socimil e (33 ShoW” 00 Pags 1 of your tax returm)

22_Egucational institution information (see instnactions)
#. Namo of {rst aducational ipstituion

(2) Did the studentacerve Fom 1008-T = o 0" [ @ DidthestudentrecomeForm 1008T — .. o,
from this instituion for 20167 | trom this msttution or 20167

B1 016 o stunt recerve Fom 1088.7

rom this institution for 2015 with box [ Yes ] No Yos No
?Uhdm and box 7 checked? x 7
ifyou chacked *No* in both (2) and (3], 5kip (4 [ you checkad “N® in both (2) and (3). skp (9.
{01 you chacked ~ox" i (@ or ), averth tions| ] 1 you cacked ~Yes” in @ o ), anter o mmiutons
4 dontiication aumbet (e Form 1098-T) faceral dortifcation curmbr (fom Form 1098-T)

23 Has the Hope Scholarship Credi or American opportuny |
credi been claimad for hi studant for any 4 1ax 160 (7] G4 ime 31 fortisstude, ] Mo — Gotoine 28
Batore 20167
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Wilbert

10/14/2016

Wilbert was eligible for the American Opportunity Credit for 2012,
2013, 2014, and 2016

His parents claimed the American opportunity Credit for Wilbert
on their tax returns for 2012, 2013, and 2014

No one claimed an American opportunity credit or Hope
scholarship credit for Wilbert for any other tax year

The American Opportunity Credit and Hope Scholarship Credit
have been claimed for Wilbert for only 3 tax years before 2016
Therefore, Wilbert meets the second requirement to be eligible for
the American Opportunity Credit

If Wilbert were to file Form 8863 for 2016, he would check “No”
for Part Ill, line 23

Wilbert meets all of the other requirements, he is eligible for the
American Opportunity Credit

Glenda

Glenda enrolls on a full-time basis in a degree
program for the 2017 Spring semester, which
begins in January 2017

Glenda pays her tuition for the 2017 Spring
semester in December 2016

Because the tuition Glenda paid in 2016 relates
to an academic period that begins in the first 3
months of 2016, her eligibility to claim an
American Opportunity Credit in 2016 is
determined as if the 2017 Spring semester began
in 2016

Refundable American
Opportunity Credit

A refundable credit can give the client a
refund even if they owe no tax and are not
otherwise required to file a tax return

A nonrefundable credit can reduce the tax,
but any excess is not refunded
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Who Cannot Claim any Part of the
American Opportunity Credit as a Refundable Credit

10/14/2016

The client will not qualify for a Refundable American
Opportunity

Credit if 1 (a, b, or c), 2, and 3 below apply to you

1. The student was:

— a. Under age 18 at the end of 2016, or

— b. Age 18 at the end of 2016 and the earned income was less
than one-half of the support, or

— c. Over age 18 and under age 24 at the end of 2016 and a full-
time student and the earned income was less than one-half of
the support

2. At least one of the parents were alive at the end of 2016
3. The individual was not filing a joint return for 2016

Questions to Consider

You should address the following questions to your
client concerning the individuals for whom they are
taking as a dependent to do determine whether they
qualify for a refundable American opportunity credit

Were they under age 24 at the end of 2016?

— If no, stop here; they do qualify to claim part of the
allowable American Opportunity Credit as a refundable
credit

Were you over age 18 at the end of 2016?

Were you a full-time student for 2016?

— If no, stop here; they do qualify to claim part of your
allowable American Opportunity Credit as a refundable
credit

Questions to Consider

Was earned income less than one-half of your
support for 2016°?

Were either of your parents alive at the end
of 20157

Are you filing a joint return for 2016?

23



Earned Income

10/14/2016

Earned income includes wages, salaries, professional fees,
and other payments received for personal services actually
performed

Earned income includes the part of any scholarship or
fellowship grant that represents payment for teaching,
research, or other services performed by the student that
are required as a condition for receiving the scholarship or
fellowship grant

Earned income does not include that part of the
compensation for personal services rendered to a
corporation which represents a distribution of earnings or
profits rather than a reasonable allowance as
compensation for the personal services actually rendered

Earned Income

If the client is a sole proprietor or a partner in a trade
or business in which both personal services and
capital are material income-producing factors, earned
income also includes a reasonable allowance for
compensation for personal services, but not more
than 30% of the share of the net profits from that
trade or business (after subtracting the deduction for
one-half of self-employment tax)

However, if capital is not an income-producing factor
and the personal services produced the business
income, the 30% limit does not apply

Support

Support includes food, shelter, clothing, medical and
dental care, education and the like

Generally, the amount of an item of support will be the
amount of expenses incurred by the one furnishing such
item

If the item of support is in the form of property or lodging,
measure the amount of such item of support by its fair
market value

To figure support, count support provided by yourself, your
parents, and others

However, a scholarship received by the student is not
considered support if the individual was a full-time
student for 2016
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Full-time Student

10/14/2016

¢ Solely for purposes of determining whether a

scholarship is considered support, and
individual is a full-time student for 2016 if
during any part of any 5 calendar months
during the year they were enrolled as a full-
time student at an eligible educational
institution, or took a full-time, on farm
training course given by such an institution or
by a state, county, or local government
agency

Lifetime Learning Credit

The Lifetime Learning Credit equals 20% of
adjusted qualified education expenses, up to a
maximum of $10,000 of adjusted qualified
education expenses per return

Therefore, the maximum lifetime learning credit
that claim on the return for the year is $2,000,
regardless of the number of students for whom
qualified expenses were paid

Lifetime Learning Credit

The amount of the credit for 2016 is gradually
reduced (phased out) if the MAGI is between
$55,000 and $65,000 ($111,000 and $131,000 if
you file a joint return)

The client cannot claim a credit if the MAGI is
$65,000 or more ($131,000 or more if you file a
joint return

The client cannot claim the Lifetime Learning
Credit for any student if they claim the American
Opportunity Credit for that student for the same
tax year
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Coordination with Pell grants and Other
Scholarships or Fellowship Grants

10/14/2016

The client may be able to increase an education credit
and reduce the total tax or increase the tax refund if
the student (that can be claimed as a dependent)
chooses to include all or part of certain scholarships or
fellowship grants in income

The scholarship or fellowship grant must be one that
may qualify as a tax-free scholarship

Also, the scholarship or fellowship grant must be one
that may (by its terms) be used for expenses other
than qualified education expenses (such as room and
board)

Coordination with Pell grants and Other
Scholarships or Fellowship Grants

The fact that the educational institution applies
the scholarship or fellowship grant to qualified
education expenses(such as tuition and related
fees) does not prevent the student from
choosing to apply certain scholarships or
fellowship grants to other expenses (such as
room and board)

By choosing to do so, the student will include the
part applied to other expenses (such as room
and board) in gross income and may be required
to file a tax return

Coordination with Pell grants and Other
Scholarships or Fellowship Grants

However, this allows payments made in cash, by
check, by credit or debit card, or with borrowed
funds such as a student loan, to be applied to
qualified education expenses

These payments, unlike certain scholarships or
fellowship grants, will not reduce the qualified
education expenses available to figure an
education credit

The result is generally a larger education credit
that reduces your total tax or increases the tax
refund.
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Example

10/14/2016

Last year, the client’s child graduated from high school
and enrolled in college for the fall semester

The client and child meet all other requirements to
claim the American Opportunity Credit, and you need
to assist the client in determining the adjusted
qualified education expenses to figure the credit

The child has $5,000 of qualified education expenses
and $4,000 of room and board

The child received a $5,000 Pell grant and took out a
$2,750 student loan to pay these expenses

The client pays the remaining $1,250

Example

The Pell grant by its terms may be used for any of these
expenses

If the client chooses to apply the Pell grant to the qualified
education expenses, it will qualify as a tax-free scholarship

The child will not include any part of the Pell grant in gross
income

After reducing qualified education expenses by the
tax-free scholarship, the client will have $0 ($5,000 -
$5,000) of

adjusted qualified education expenses available to figure
the credit

The credit will be $O

Example 2 — Taken a Further Step

The facts are the same as in previous example

If, unlike in the previous example the client chooses to
apply only $1,000 of the Pell grant to the qualified
education expenses and to apply the remaining
$4,000 to room and board, only $1,000 will qualify as
a tax-free scholarship

The child will include the $4,000 applied to room and
board in gross income, and it will be treated as earned
income for purposes of determining whether your
child is required to file a tax return

If the $4,000 is the child’s only income, the child will
not be required to file a tax return
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Example 2 — Taken a Further Step

10/14/2016

After reducing qualified education expenses
by the tax-free scholarship the client will have
$4,000 ($5,000 - $1,000) of adjusted qualified
education expenses available to figure your
credit

The refundable American opportunity credit
will be $1,000

The nonrefundable credit may be as much as
$1,500, but depends on tax liability

Note

The result may be different if the child has other
income or if the client is the student

If the client is the student and claims the earned
income credit, choosing not to apply a Pell grant
to qualified education expenses may decrease
the earned income credit at certain income
levels by raising the adjusted gross income

However, the client generally needs at least
$2,000 of adjusted qualified education expenses
to receive the maximum benefit of claiming both
credits

CALT Website

http://www.calt.iastate.edu/
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Tour of the CALT Website

10/14/2016

at the Center for Agricultural Law and T

Fall Tax Schools

Though they are named the Farm and Urban Tax Schools
the schools cover more than farm issues

Common return issues for all kinds of returns are covered
All kinds of business entities
Problematic issues

Sometimes we even get into to issues that you many
encounter only once or twice a year or tax season

The Tax Schools are a blend of diverse topics of interest to
all tax professionals

This year: New instructors with diverse backgrounds

Your adventure awaits at lowa State’s Center for
Agricultural Law and Taxation

Farm and Urban Tax Schools 2016

November 2, 2016 to December 13, 2016

8 Locations in lowa and Online Webinar

Save the Date for the 2016 Annual Farm and Urban Income Tax
Schools

The program is intended for tax professionals and is designed to
provide up-to-date training on current tax law and regulations
— November 2-3: Maquoketa

— November 7-8: Red Oak

— November 9-10: Sheldon

— November 14-15: Mason City

— November 17-18: Ottumwa

— November 21-22: Waterloo

— December 5-6: Denison

— December 12-13: Ames and Live Webinar
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Winter Webinars

10/14/2016

Miscellaneous Income
Tax Research with Limited Resources
Tax law Update: New Developments
Monthly Ethics Classes

The Scoop

Throughout the filing season two Scoops will be held
on Scoop Dates

— 8:00 - 8:30 am Central time

— 12:00 — 12:30 Central time

This assists with accommodating our west coast
practitioners

The same information will be shared at both sessions
You have the option of registering for whatever
session suits your schedule
https://www.calt.iastate.edu/calendar-node-field-
seminar-date/month

Future Scoop Dates

October 19, 2016
November 16, 2016
December 14, 2016

http://www.calt.iastate.edu/calendar-node-
field-seminar-date/month
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The CALT Staff

10/14/2016

John . Lawrence
Interm Divector
Assoiste

Kristine A. Tidgren
Assistant Director

Programs and Gutreath

132 Curtiss Hall
Towa State Uriversty.
‘Ames, lowa 500111050

Fax: (515) 294-0700

The CALT Staff

Kristy S. Maitre

Tax Specialist

E-mail: ksmaitre@iastate.edu
Phone: (515) 296-3810

Fax: (515) 294-0700

Tiffany L. Kayser

Program Administrator
E-mail: tlkayser@iastate.edu
Phone: (515) 294-5217

Fax: (515) 294-0700
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