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Proposal to Introduce Legislation Eliminating Taxation of the
Segal AmeriCorps Education Award:
NATIONAL SERVICE TAX BURDEN REDUCTION ACT

Table of Contents

3OVERVIEW


4REASONING


4Taxation of the Ed Award is not in line with similar federal educational awards


5Rising Cost of Education


5Declining purchasing power of the Education Award due to inflation


5Taxation is Counter to its Intent


5Increase Utilization of the EdAward


6FINANCIAL IMPACT


7RESEARCH & SOURCES



 
Table of Figures
3Table 1: Segal AmeriCorps Education Award Tax Implications


4Table 2: G.I. Award


4Table 3: Pell Grant Award


4Table 4: Segal AmeriCorps Ed Award


5Table 5: Cost to Attend College ’93 – ‘08





OVERVIEW 
Objective: Introduce Legislation that Eliminates Federal Taxation of the Segal AmeriCorps Education Award
Justification:
· Compared to similar awards that provide financial assistance (i.e. the Pell Grant and the G.I.bill), the Ed Award is treated differently.  Unlike these other forms of educational assistance, when the Ed Award is used, it is treated as income and is subject to federal income taxation.
· Based on the fact that the Ed Award amount has not been adjusted since its inception in 1993, and accounting for inflation, AmeriCorps Alums research indicates that the value of a $4,725 Ed Award in 1993 is worth $3,292 in 2008.

· Rising education costs without a comparable rise in the value of the Ed Award have further eroded the purchasing power of the award.  Since 1993, the cost to attend both public and private colleges has more than doubled
, while the Ed Award has neither been increased nor tied to a Consumer Price Index.
· The Ed Award was enacted into law as a way to invest in the education of those U.S. residents who served their country in a domestic capacity.  Because its taxation has the effect of reducing the amount education that can be accessed through its usage, taxation of the Ed Award seems counter to its intent.

Financial Impact:
Based on data from the Corporation for National and Community Service and the current tax code, AmeriCorps Alums estimates yearly aggregate tax relief provided to AmeriCorps alums of between $17,904,181.68 and $29,840,302.80.
Table 1: Segal AmeriCorps Education Award Tax Implications
	 
	Calculation For:

	FY '09 Member 
Service Years (MSY)
	Maximum Value if all enrolled, earned and used Ed Award
	Enrollment Rate* (88%)
	Earning Rate^
(80 %)
	Usage Rate#
(81%)
	Aggregate Tax Revenue
(25% Tax bracket)
	Aggregate Tax
Revenue (15% 
Tax bracket)

	44300
	$209,317,500.00
	$184,199,400.00
	$147,359,520.00
	$119,361,211.20
	$29,840,302.80
	$17,904,181.68


Notes

MSY= yearly number of AmeriCorps member hours served that equal a full 1700 hour member year
* Corporation for National and Community Service (CNCS) calculates enrollment rate in the trust to be 88% (based on data from 2000-2007)
^ CNCS calculates 80% of members enrolled in AmeriCorps will earn an Award

# Corporation for National and Community Service calculates 81% of Ed Awards that are earned will be used

REASONING
After using the Ed Award, many alumni are hit with an unexpected federal tax obligation that, on average, runs in the hundreds of dollars.  For example, an AmeriCorps alum who wants to use her Ed Award to pay off student loans but works at a low-paying non-profit, as many alums do, is typically obligated to pay several hundreds of dollars in out-of-pocket taxes.  Because taxes are not deducted beforehand, this burden can be overwhelming.  There are several sound reasons why it makes sense to eliminate taxation of the Ed Award, all of which are detailed below.
Taxation of the Ed Award is not in line with similar federal educational awards
In comparison, G.I. Bill benefits are not treated as taxable income.  Moreover, today the AmeriCorps Education Award is still only $4,725, while the education benefit given to military veterans (for those who enlist for less than 3 years) is up to $13,200 for a comparable twelve months of service.  AmeriCorps members can earn two Ed Awards for two years of service, for a total of $9,450.
	Table 2: G.I. Award
	Table 3: Pell Grant Award
	Table 4: Segal AmeriCorps Ed Award

	Year

Amount/Month

99-'00

$528 

00-'01

$546 

01-'02

$650 

02-'03

$732 

03-'04

$800 

04-'05

$1,004 

05-'06

$1,034 

06-'07

$1,075 

07-'08

$1,101

Source: Department of Defense


	Year

Maximum Award

Average Award

93-'94

$2,300.00

$1,506.00

94-'95

$2,300.00

$1,502.00

95-'96

$2,340.00

$1,515.00

96-'97

$2,470.00

$1,577.00

97-'98

$2,700.00

$1,696.00

98-'99

$3,000.00

$1,876.00

99-'00

$3,125.00

$1,933.00

00-'01

$3,300.00

$2,070.00

01-'02

$3,750.00

$2,376.00

02-'03

$4,000.00

$2,338.00

03-'04

$4,050.00

$2,467.00

04-'05

$4,050.00

$2,441.00

05-'06

$4,050.00

$2,486.00

06-'07

$4,050.00

$2,494.00

07-'08

$4,310.00

 

Source: FinAid.org


	Year

Ed Award

Ed Award: Part-Time

Ed Award: Minimum-Time

93-'94

$4,725 

$2,362 

$1,000 

94-'95

$4,607 

$2,303 

$975
95-'96

$4,480 

$2,240 

$948 

96-'97

$4,352 

$2,175 

$921 

97-'98

$4,254 

$2,127 

$900 

98-'99

$4,189 

$2,094 

$887 

99-'00

$4,098 

$2,049 

$867 

00-'01

$3,965 

$1,982 

$839 

01-'02

$3,855 

$1,927 

$816 

02-'03

$3,795 

$1,897 

$803 

03-'04

$3,715 

$1,857 

$786 

04-'05

$3,614 

$1,806 

$764 

05-'06

$3,496 

$1,747 

$739 

06-'07

$3,386 

$1,693 

$716 

07-'08

$3,292 

$1,646 

$696 




Rising Cost of Education
Table 5: Cost to Attend College ’93 – ‘08
	Year
	Private 4-yr
	Public 4-yr
	Public 2-yr

	93-'94
	$10,448 
	$2,334 
	$1,116 

	97-'98
	$13,785 
	$3,111 
	$1,567 

	98-'99
	$14,709 
	$3,247 
	$1,554 

	99-'00
	$15,518 
	$3,362 
	$1,649 

	00-'01
	$16,072 
	$3,508 
	$1,642 

	01-'02
	$17,337 
	$3,766 
	$1,608 

	02-'03
	$18,060 
	$4,098 
	$1,674 

	03-'04
	$18,950 
	$4,645 
	$1,909 

	04-'05
	$20,045 
	$5,126 
	$2,078 

	05-'06
	$20,980 
	$5,492 
	$2,182 

	06-'07
	$22,308 
	$5,804 
	$2,266 

	07-'08
	$23,712 
	$6,185 
	$2,361 

	Source: The College Board, Trends in College Pricing 2007



Since 1993, the cost to attend institutions of higher learning has more than doubled (note  Table 5 to the left). During this same time, the Ed Award has never received an increase.  Eliminating taxation on the Education Award would help to supplement Congressional efforts to make college more affordable for AmeriCorps alumni across the country, while at the same time signal Congressional support for national and community service. 
Declining purchasing power of the Education Award due to inflation

The National Service and Community Trust Act of 1993 set the education award benefit for AmeriCorps service at $4,725.  This was a compromise value that reflected an amount equal to approximately 90% of the scholarship given to military veterans. The award amount has not changed during AmeriCorps’ 15 year existence, despite inflation and increases in college tuition costs.  Please refer to Table 4 above to note the steady decrease in the value of Ed Award.  The table displays the value in constant 1993 dollars.
Taxation is Counter to its Intent

As part of the National Service and Community Trust Act of 1993, the Ed Award was enacted into law as a way to invest in the education of those U.S. residents who served their country in a domestic capacity.  Because its taxation has the effect of reducing the amount education that can be accessed through its usage, taxation of the Ed Award seems counter to its intent.  Eliminating its taxation would send a signal that reaffirms Congressional support for those individuals who serve their country in a domestic capacity while at the same time promoting the value of national and community service to our country.

Increase Utilization of the EdAward

While there is no scientific study to verify the validity of this claim, it is also possible that more alumni utilize their Ed Award if they knew they would not be taxed during tax reason.  This would not only pump more funding into institutions of higher learning, it would allow for the education of more AmeriCorps alums, better equipping them for success in the workforce.
FINANCIAL IMPACT
	SEGAL AMERICORPS EDUCATION AWARD TAX IMPLICATIONS

	 
	Calculation For:

	FY '09 Member 
Service Years (MSY)
	Maximum Value if all enrolled, earned and used Ed Award
	Enrollment Rate* (88%)
	Earning Rate^
(80 %)
	Usage Rate#
(81%)
	Aggregate Tax Revenue
(25% Tax bracket)
	Aggregate Tax
Revenue (15% 
Tax bracket)

	44300
	$209,317,500.00
	$184,199,400.00
	$147,359,520.00
	$119,361,211.20
	$29,840,302.80
	$17,904,181.68


Notes

MSY= yearly number of AmeriCorps member hours served that equal a full 1700 hour member year
* Corporation for National and Community Service (CNCS) calculates enrollment rate in the trust to be 88% (based on data from 2000-2007)

^ CNCS calculates 80% of members enrolled in AmeriCorps will earn an Award

# Corporation for National and Community Service calculates 81% of Ed Awards that are earned will be used

[image: image2]
Scenario 1: AmeriCorps alum making average U.S. salary ($39,190) with full Ed Award ($4,725) included in average salary calculations 
	 
	Ed Award included in 
yearly Income
	Income without 
Ed Award
	Additional Tax Burden due to Ed Award

	Yearly Income
	$39,190.00
	$34,465.00
	N/A

	Tax Impact
	$6,218.00
	$5,043.00
	$1,175.00


Scenario 2: AmeriCorps alum making $30,450 with 2 full Ed Awards ($9,450) included in salary calculations 
	 
	Ed Award included in 
yearly Income
	Income without
 Ed Award
	Additional Tax Burden due to Ed Award

	Yearly Income
	$30,450.00
	$21,000.00
	N/A

	Tax Impact
	$4,173.00
	$2,763.00
	$1,410.00


RESEARCH & SOURCES
1. U.S. Bureau of Labor Statistics: http://www.bls.gov/oes/current/oes_nat.htm

2. FY ‘09 Corporation for National & Community Service Congressional Budget Justification: Calculation of Trust Budgetary Needs on page 48 
3. Calendar Year 2007 U.S. Income Tax Tables
2009 Corporation for National & Community Service Congressional Budget Justification (Page 48)
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� Refer to Table 1 below for a year over year breakdown of declining value of Segal AmeriCorps Ed Award


� Refer to Figure 1 below for an illustration of rising cost of college
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