EDUCATION SAVINGS ACCOUNTS

 Maximum non-deductible annual
contribution is $2,000 per beneficiary
under age 18.

Withdrawals for qualified expenses are tax
free.

Withdrawals can be made for elementary,
secondary, and post-secondary education.

Qualified expenses include: tuition, fees,
books, supplies, equipment, and room &
board.

AGI phase-out amounts:
Single & HOH  $95,000 to $110,000
Joint $190,000 to $220,000

WHAT DOES COLLEGE COST?

The College Board estimates the Average
2007-08 College Cost as follows:
Public/In-State Private
Tuition $6,185 $23,712
Room & Board $ 7,404 $ 8,595

Annual Cost $13,589 $32,307

Total for 4 Years $54,356
Years until College +

Annual Savings Required $

KIDDIE TAXRULES

Your child’s unearned income can be taxed at
your marginal federal income tax rate. The
Kiddie Tax rules only apply to a dependent
child’s unearned income in excess of the
applicable annual threshold, which is $1,700 for
2007.

Here’s what the change means for you:

f The investment strategies for college
funding may need to be re-evaluated.
Retaining funds in an interest-bearing
account results in the earnings being taxed at
the parents’ rate.

Section 529 plans and Education Savings
Accounts may now be more attractive
vehicles. Furthermore, to the extent the
child has earned income, traditional or Roth
IRA investments may be beneficial.

The extension of the Kiddie Tax to returns
of children age 14 through age 17 will
require those returns to be coordinated with
the parents’ return. You should be advised
that these teen returns can no longer be
prepared separately and filed early if there is
a possibility that the child’s unearned
income exceeds $1,700.

For tax years beginning after May 25, 2007,
the age limit has been increased one year to
under age 19 for all children, and to under
age 24 for full-time students, whose earned
income does not exceed half of his or her
own support.
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HOPE SCHOLARSHIP CREDIT

 Maximum credit of $1,650 per student per
year.

§ Student includes the taxpayer, spouse, and
their dependents.

f Only available for first two years of
undergraduate education.

Must be at least a half-time student.

Applies to tuition and related fees (books,
room and board do not qualify).

f Credit equal to 100% of first $1,100 paid
and 50% of second $1,100 paid.

f AGI phase-out amounts:
Single & HOH  $47,000to $ 57,000
Joint $ 94,000 to $114,000

LIFETIME LEARNING CREDIT

f Maximum credit of $2,000 per family per
year.

§  Family includes the taxpayer, spouse and
their dependents.

Auvailable for all post-secondary education.
Can be a part-time student.

Credit equal to 20% of the first $10,000 of
qualified tuition and related fees paid
(books, room and board do not qualify).

f  AGI phase-out amounts:
o Single& HOH  $47,000t0$ 57,000
o Joint $ 94,000 to $ 114,000

*Cannot claim Hope and Lifetime credit for the
same student in the same year.

CHILD TAX CREDIT

f  Child must be under age 17 on December
31 of the tax year.

Child must be a dependent of the taxpayer.

Maximum credit is equal to $1,000 per
eligible child.

f  The credit is reduced by $50 for each
$1,000 of AGI over the phase-out

amounts.
1 AGI phase-out amounts:
o Single & HOH $ 75,000
o Joint $110,000
o0 MFS $ 55,000
SCHOLARSHIPS & GRANTS

Scholarships and Grants that are received by a
degree candidate and used for tuition, fees, books,
supplies and equipment are normally not taxable
income.

EE & | BONDS USED FOR
COLLEGE TUITION

" Interest on EE & | U.S. Savings Bonds can
be exempt from income tax if the bonds
are used for college tuition and fees.

f The Bond owner must be over 24 years
old. Proceeds must be used for the bond
owner, spouse or dependent tuition.

! IRS Form 8815 must be filed to claim the
exclusion.

! AGI Phase-Out Amounts:

o Single & HOH $ 65,600 to $ 80,600
o Joint $ 98,400 to $ 128,400
o MFS Not Eligible

DEDUCTION FOR COLLEGE
TUITION AND FEES
f Thisis an “above-the-line” deduction of up
to $4,000.

f The deduction is not allowed if the Hope
or Lifetime Learning Credit is taken for the
same student.

{1 Student includes the taxpayer, spouse, and
their dependents.

f AGI limitations (no deduction if AGI

exceeds these amounts):
Single, HOH,
Deduction Limit QW MFJ
$4,000 $0-65,000 $0-130,000

$2,000 $65,001-80,000  $130,001-160,000

DEDUCTION OF
STUDENT LOAN INTEREST

{1 Thisis an “above-the-line” deduction of up
to $2,500.

1 Applies to post-secondary student loans of
the taxpayer, spouse, and their dependents.

1 AGI phase-out amounts:
o Single &HOH  $55,000 to $ 70,000
o Joint $ 110,000 to $ 140,000



