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From Maine College Circle

Q. We have heard that financial aid has recently changed. What are the changes?

A. Here is the simple answer.

· Where and how you get your student loans has changed slightly.

· The maximum amount of a Pell Grant and your chances of getting one have improved.

· The interest you pay on most Stafford Loans continues to drop.

· There is a new tax credit called the American Opportunity Tax Credit which improves on and replaces the Hope and Lifetime Learning credits.

· There are some new repayment plans on student loans which can limit the amount of your monthly payments if your income after college isn’t as much as you had hoped it would be.

The maximum amount for a Pell Grant has risen to $5,500 per year. These are federal grants for lower income students – often families with incomes below $40,000 and/or EFC’s (Expected Family Contributions) below $5000. More money has been set aside for Pell Grants in the stimulus plan, so deserving students should get larger Pell Grants, or more students should get Pell Grants, or both, hopefully.

And, a new “American Opportunity Tax Credit” has replaced the Hope Tax Credit and the Lifetime Learning Credit. The new tax credit will allow you to take a tax credit (reduce the amount of the check you are about to write the IRS) equal to 100% of your first $2,000 of required college expenses (now including textbooks!) and 25% of your next $2,000 of expenses. And, this tax credit is partially “refundable” which means that if you get to the end of filling out your tax forms and you owe the federal government no money, you may be able to get up to $1,000 of the tax credit back from the IRS. They write you a check! A refund. And, the Hope Tax Credit was applied only to the first two years of college. The American Opportunity Tax Credit can be used in all four years of college.

Stafford Loans are now available only from the federal government through the college where you plan to enroll. In the past, some colleges and universities have enabled students to get their loans directly through the college, and others have confirmed that you are eligible for a Stafford Loan and then they had you go to a local bank or one of their “preferred lenders” to get your Stafford Loan. No longer.
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