
The American Opportunity Tax Credit (AOTC) is a refundable credit of up to $2,500 per year for each student in your 
household. The $2,500 credit is achieved by spending up to $4,000 in tuition and required fees. The first $2,000 spent 
is credited at 100%, and the second $2,000 is credited at 25%. The credit reduces your tax liability dollar-for-dollar, and 
40% (up to $1000) of it is refundable, which means that you do not have to have a tax liability to receive the refundable 
portion. There are certain criteria that must be met to take advantage of the AOTC:

• The student must not have completed the first four years of college

• The student must be enrolled in a degree, certificate, or other recognized educational credential

• The student must be enrolled at least half-time for half the year

• The student cannot have been convicted of a felony drug offense

• The taxpayer’s modified gross income cannot be more than $80,000 or $160,000 (MFJ)

Sounds good? Now let’s talk about the 529 that you have been contributing money to for your children for college. Can 
you use the 529 money and take the AOTC? No you cannot. The government does not let you double dip. The good 
news is that with a little bit of coordination, you can use both to maximize your savings. 

Example. Your tuition bill for the year is $14,000. If you pay the entire $14,000 from your 529, you cannot take the 
AOTC. But if you were to pay $12,000 from your 529, and pay the other $2,000 from your bank account, you would be 
able to claim the credit for $2,000. A savings of 100%. If you paid $4,000 out of your bank account and $10,000 from 
your 529, you could claim the entire AOTC of $2,500. You still will have to navigate whether or not you have a tax liability 
and your income level.

If you do not qualify for the AOTC, there are a few other ways to deduct your tuition expenses, so please call us with 
any questions!
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When you schedule your appointment for taxes bring ALL of your college tuition information with 
you! Each school you or your dependents attend SHOULD issue a 1098-T. Sometimes this does not 
contain enough information, so it is recommended that you print a detailed semester by semester 
account statement from the school. In addition, bring with you any receipts for books and required 
class purchases.
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