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MEMORANDUM 

TO: 

FROM: 

THE WHITE HOUSE 

WASHINGTON 

April 27, 1982 

Bob Kabel 
John Scruggs 
Tom Melady 
Gary Jones 
Anne Graham / 
Gary Bauer/ 
Charles O'Malley 
Bruce Thompson 

Bob Thompson_~ 

Attached is the Tuition Tax Credit draft Bill. 
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A BILL 

To amend the Internal Revenue Code of 1954 to provide 
a Federal income tax credit for tuition. 

. Be it enacted by the Senate and House of Representa-
tives of the United States of America in Congress assembled. 
SECTION 1. SHORT TITLE. 

This Act may be cited as the "Educational Opportunity 

and Equity Act of 1982". 

SECTION 2. FINDINGS AND DECLARATION OF POLICY. 

"(a) The Congress finds that-- · 

"(l) diversity and freedom of choice have been 

major strengths of the American educational system; 

"(2} families should have the opportunity to 

select for their children the formal education which 

they deem most beneficial to their children and which 

best reflects the intellectual, moral and cultural . 
values that they wish to instill in their children; 

"(3} lower income families are increasingly denied 

the ability to choose among diverse educational 

opportunities for their 9hildren; 

"(4) diversity and personal choice in American 

education can be enhanced · through the income tax 

structure with a minimum of governmental interference in 

the lives of individuals and in the operation of private 

educational institutions. 

(b) It is therefore declared to be the policy of this 

Act to enhance equality of educational opportunity for all 

American families through facilitating the attendance of 
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their children at the elementary and secondary schools of 

their choice. 

SECTION 3. CREDIT FOR TUITION EXPENSES. 

l)(t\f1 

(a) IN GENERAL. Subpart A of part IV of subchapter A 

of chapter 1 of the Internal Revenue Code of 1954 (relating 

to credits allowable) is amended by inserting before section 

45 the following new section: 

"SEC. 44H. TUITION EXPENSES. 

"(a) GENERAL RULE. In the case of an individual, there 

shall be allowed as a credit against the tax imposed by this 

subtitle for the taxable year an amount equal to 50 percent 

of the tuition expenses paid by him during the taxable year 

to one or more eligible educational institutions for any of 

his dependents (as defined in section 152(a)(l), (2), (3), 

(6) or (9)) who has not yet attained t~e age of 20 at the 

close of the taxable .year in which the tuition expenses are 

paid. 

"(b) LIMITATIONS. 

(1) MAXIMUM DOLLAR AMOUNT PER INDIVIDUAL. The 

amount of the credii allowable to a taxpayer under 

subsection (a) with respect to amounts paid on behalf of 

each dependent on whose behalf a credit is claimed shall . 
not exceed--

"(A) $100 in the case of tuition expenses 

paid during the taxpayer's first taxable year 

beginning Dn or ~fter January 1, 1983; 

"(B) $300 in the case of tuition expenses 
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paid during the taxpayer's first taxable year 

beginning on or after January 1, 1984; and 

"(C) $500 in the case of tuition expenses 

paid for each taxable year of the taxpayer 

beg inning on or after• January 1, 1985. 

t:{Arl 

(2) MARRIED INDIVIDUALS. In the case of a husband 

and wife who file a joint return under section 6013, the 
~ 

maximum dollar amounts specified under this subsection 

(b) shall apply to the joint return. In the case of a 

married individual filing a separate return, subsection 

(p) shall be applied by reducing the maximum dollar 

amount for each taxable year by 50 percent. 

(3) PHASE-OUT OF CREDIT ABOVE CERTAIN ADJUSTED 

GROSS INCOME AMOUNTS. Notwithstanding any other 

provision of this section, the credit allowable under · 

this subsection (b) shall be reduced by the following 

percent of the amount by which the adjusted gross income 

of the taxpayer. for the taxable year exceeds $50,000 

($25,000 in the case of a married individual filing a 

separate return). 

(A) 0.4 percent for the first taxable year of 

the taxpayer beginning on or after January 1, 1983; 
• 
(2) 1.2 percent for the first taxable year of 

the taxpayer beginning on or after January 1, 1984; 

and 

(3) 2.0 percent for the first taxable year of 

the taxpayer ending on or after December 31, 1985. 
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"(4) PART-TIME STUDENTS. Tuition expenses paid 

with respect to any individual who is not a full-time 

student at an eligi~le educational institution shall not 

be taken into account under subsection (a). 

"(c) SPECIAL RULES. 

"(l) ADJUSTMENT FOR SCHOLARSHIPS AND FINANCIAL 
• 

ASSISTANCE. The amounts deemed paid by the taxpayer 
-

under subsection (a) as tuition expenses shall not 

include any amounts which were received by the taxpayer 

or his dependent as 

(i) a scholarship or f~llowship grant 

(within the meaning of section 117(a)(l)) 

which is not includible in gross income under 

section 117; 

(ii) an educational assistance allowance 

under chapter 32, 34, or 35 of title 38, 

United States Code; or 
/ 

(iii) other financial assistance which 

is for educational expenses, or attributable 

to attendance at an educational institution, 

and that is exempt from income taxation by any 

law of the United States (other than a gift, 
• 

bequest, devise, or inheritance within the 

meaning of section 102(a)). 

"(2) DISALLOWANCE OF CREDITED EXPENSES AS 

DEDUCTION. No deduction or credit shall be allowed 

under any other section of this chapter for any tuition 

.. 
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expense to the extent that such expense is · taken into 

account in determining the amount of the credit allowed 

under subsection (a) unless the taxpayer elects, in 

accordance with regulations prescribed by the Secretary, 

not to apply the provisions of this section to such 

tuition expenses for the taxable year. 

"(3) TAXPAYER WHO IS A DEPENDENT OF ANOTHER 

TAXPAYER. No credit shall be allowed to a taxpayer 

under subsection (a) for amounts paid during the taxable 

year for tuition expenses of the taxpayer if such 

tpxpayer is a dependent of any other person for a 

taxable year beginning with or within the taxable year 

of the taxpayer. 

"(d) DEFINITIONS. For purposes of this section--

"(l) ELIGIBLE EDUCATIONAL INSTITUTION. The term 

'eligible educational institution' means an elementary 

or secondary school as defined in section ,198(a}(7) of 

the Elementary and Secondary Education Act of 1965, as 

in effect on January 1, 1983, which is a privately 

operated, not-for-profit, day or residential school 

wbich 

"(A) is exempt from taxation under section 

S0l(a) as an organization described in section 

501 ( c) ( 3) , and 

"(B) since its designation as an organization 

described in section 50l(c)(3), has not pursued a 

racially discriminatory policy. 
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"(i} An eligible educational institution 

has a 'racially discriminatory policy' if it 

refuses to admit students of all races to the 

rights, privileges, programs, and activities 

generally accorded or made available to 

students by that institution, or if the 

institution refuses to administer its . 
educational policies, admissions policies, 

scholarship and loan programs, athletic 

programs, or other programs administered by 

such institution in a manner that does not 

discriminate on the basis of race. The term 

'racially discrimin~tory policy' does not 

include an admissions policy of an eligible 

educational institution . or a program of 

religious training or worship of an eligible 

educational institution, that is limited, or 

grants preferences or priorities, to members 

of a particular religious organization or 

belief, provided, that no such policy, 

program, preference, or priority is based upon 

race or upon a belief that requires 
• 

discrimination on the basis of race. 

"(ii) The term 'race' shall include 

color or national or ethnic origin.w 

"(2) TUITION EXPENSES. The term 'tuition 

expenses' means tuition and fees required for the 

~ 
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enrollment or attendance of a student at an eligible 

educational institution, including required fees for 

.courses, and does not include any amount paid for 

(A) books, supplies, and equipment for 

courses of instruction at the eligible educational 

institution; 

(B) meals, lodging, transportation, or 

personal living expens~s; or 

(C) education below the first-grade level, 

such as attendance at a kindergarten, nursery 

school, or similar institution. 

"(e) TAX CREDIT NOT TO BE CONSIDERED AS FEDERAL 

FINANCIAL ASSISTANCE TO INSTITUTION. No eligible educational 

institution which enrolls a student for whom a tax credit is 

claimed under the amendments made by this Act shall be 

considered to be a recipient of Federal financial assistance 

solely because a tax credit is claimed for such student under 

this Act. 

"(f) CONFORMING AMENDMENT. The table of sections for 

subpart A of Part IV of subchapter A of chapter l of such 

Code is amended by inserting immediately before the item 

relating to section 45 the following: "Sec. 44H. Tuition 

expenses." 

SEC. 4. EFFECTIVE DATE. 

The amendments made by section 3 of this Act shall apply 

to taxable years beginning after December 31, 1982, for 

tuition expenses incurred after that date. 
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94 STAT. 350 PUBLIC LAW 96-247-MAY 23, 1980 

42 USC 1997a. 

Civil action by 
Attomey 
General for 
equitable 
relief of 
inltitutiona!iJ:ed 
peraona. 
USC prec. title 1. 

Attorney's fee, 
allowance. 

42 USC 1997b. 

(4) The term "State" means &n)' of the several States, the District of 
c.olumbia. the Commonwealth of Puerto Rico, or any of the territories 
and P'JMesaions of the United States; 

(5) The term "legislative days" means any calendar day on which 
either House of Congress is in session. 
SEC. S. INITIATJON OF ACTIONS. 

(a) Whenever the Attorney General has reasonable cause to believe 
that any State or political subdivision of a State, official, employee, or 
agent thereof, or other person acting on behalf of a State or political 
subdivision of a State is subjecting persons residing in or confmed to 
an institution, 81 defined in section 2, to egregious or flagrant 
conditions which deprive such persons of any rights, privileges, or 
immWlities secured or protected by the Constitution or laws of the 
United States causing such persons to suffer grievous harm, and that 
such deprivation is pursuant to a pattern or practice of resistance to 
the full enjoyment of such rights, privileges, or immunities, the 
Attorney General, for or in the name of the United States, may 
institute a civil action in any appropriate United States district court 
against such party for such equitable relief 81 may be appropriate to 
insure the minimum corrective measures necessary to insure the full 
enjoyment of such rights, privileges, or immunities, except that such 
equitable relief shall be available under this Act to persons residing 
in or confmed to an institution 81 defmed in section 2(l)(B)(ii) only 
insofar as such persons are subjected to conditions which deprive 
them of rights, privileges, or immunities secured or protected by the 
Constitution of the United States. 

(b) In any action commenced under this section, the court may 
allow the prevailing party, other than the United States, a reasonable 
attorney's fee against the United States as part of the costs. 

(c) Any complaint filed bf the Attorney General pursuant to this 
section shall be personally &1gDed by him. 
SEC. 4. CERTlnCATJON REQUIREMENTS. 

(a) At the time of the commencement of an action under section 2 
the Attorney General shall certify to the court-

(1) that at least 49 calendar days previousl)' he has notified in 
writing the Governor or chief executive officer and attorney 
pnenil or chief legal officer of the appropriate State or political 
subdivision and the director or the institution of-

(A) the alleged conditions which deprive rights. privileges, 
or immunities secured or protected by the Constitution or 
laws of the United States and the alleged pattern or practice 
of resistance to the full enjoyment of such righta, pnvileges, 
or immunities; 

(B) the supporting facts giving rise to the alleged condi
tions and the alleged pattern or practice, including the dates 
or time period during which the alleged conditions and 
pattern or practice of resistance occurred; and when feasible, 
the identity of all persons reasonably suspected of being 
involved in causing the alleged conditions and pattern or 
practice at the time of the certification, and the date on 
which the alleged conditions and pattern or practice were 
first brought to the attention of the Attorney General; and 

(C) the minimum measures which he believes may remedy 
the alleged conditions and the alleged pattern or practice of 
resistance; 

..,. 
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WASHINGTON 

OFFICE OF 
POLICY OEVELOPMENi 
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May 12, 1982 

MEMORANDUM FOR EDWIN L. HARPER 

VIA: ELIZABETH H. DOLE -

FROM: MORTON C. BLACKWELL ~ 
,- . -· ·.. .- - - - - • ' j . ::..; - • ;- •• • · • ~. .. .. ,.lir!f 

SUBJECT: .Tuition -~ax -- Credit Bill;.,.,. 
"'-•·~· ~· . . ..... - ; :. . , .;,. ····- -~ ... - -~.-·r 

I appreciate the opportunity to serve on the working group you 
established to discuss the tuition tax credit options available 
to us. 

,-·--:;. ,. ..... ____ __ .,_ ' . 

This group had one meeting last week. Another was scheduled 
for May 10 but was cancelled by ·Mike Ohlmann. No other·· 
meetings of this _ group ___ !lave. been held. ·. • 

Since you asked .for our suggestions by May 12, I have worked 
to establish a consensus on bill provisions among outside 
groups which support tuition tax credit. Attached is a 
memorandum I prepared for Mrs. Do.le May 10 on this topic. 
Discussion at a meeting of supportive groups held this morning 
in my office confirmed the points made in my May 10 memo. 

Some Protestant activists will oppose any tuition tax credit 
legislation on the ground that ·. it must necessarily subject 
church activities to greater government intrusion •. 

The Catholic school groups want to have clear anti-discrimination 
provisions in the bill; most of the Protestant groups will 
work hard for a bill, provided there are sufficient safeguards 
against I.R.S. harassment and provided their schools are not 
subjected to requirements of racial goals, quotas, timetables 
or other devices by which they would have to use race as a 
criterion. 

It is clear that any exact repeat in this bill of the so-called 
Bob Jones Tax exempt status bill's anti-discrimination language 
will doom this bill to the same fate as the tax exempt status 
bill. This futile approach would be viewed as a betrayal by 
the tuition tax credit supporters who were enthusiastic at 
the President's announced intention to introduce such legislation. 
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Therefore, in cooperation with legal advisors to Christian 
school activists and after meetings with Mel Bradley, Jack 
Burgess, Gary Bauer and others, I submit two alternative 
bills. 

One of these bills {Option A) would be supported by the 
major outside groups which strongly support the idea of 
tuition tax credits. This bill· should. also be acceptable to 
those who are concerned with eliminating any benefits to 
racially discriminatory schools. 

The second bill ·{Option B) goes even further in an effort to 
accommodate those who want strong antidiscrimination language. 
It incorporates the language of the Bob Jones tax-exemption 
act, but adds a section that prohibits any requirement of 
racial quotas. Option B will not be as attractive to the 
President's supporters on the tuition tax credits issue as 
Option A, but can probably be sold to most of them if it is 
thought absolutely necessary to use the Bob Jones language. 

In considering these two bills, it should be kept in mind 
that two elements will not be happy with any strongly-supported 
bill this Administration could conceivably introduce. First 
are the small but impassioned minority of the Protestant 
community who believe that church affiliation should be an 
absolute bar .to anti-discrimination enforcement • . Second are 
the professional civil rightsactivists who themselves are 
organizationally biased against private schools. 

If the latter group is given a veto over all tuition tax 
credit bill language, we will have a repeat of the tax exempt 
status impasse. 

This subject, however, is vastly different politically from 
the tax ~tatus issue. At issue in the former case is the tax 
status of a handful of schools which really do discriminate. 

In this case, major elements of the President's core support 
are vitally interested in success for tuition tax credits. 
And liberals in the Catholic hierarchy will be quick to blast 
the President if he proposes a bill which is clearly doomed 
from the outset. 

The two attached, alternative bills each would prevent discrim
inatory schools from benefits and would limit the harassing 
power of the I.R.S. The appended Questions and Answers would 
apply equally to both draft bills. 
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A BILL 

To anend the Internal. Revenue COde of 1954 to provide a 
Federal incare tax credit for tuition. 

Be it enacted by the Senate an:i House of Representatives of 
the United States of Anerica in Congress assercbled. 

SECTION 1. SHORl' TITLE. 

This Act may be cited as the "F.ducational Opportunity and 

F,quity Act of 1982". 

SECI'ION 2. FINDIN3S AND DECI.ARATION OF POLICY. 

"(a) The Congress finds that -

" (1) diversity and freedom of choice have been major 

strengths of the American edu:ational system; 

"(2) families should have the opportunity to select for 

their children the folltlal. education which they deem nost bene

ficial to their children and which best reflects the intellectual, 

rroral, · and cultural values that they wish to instill in their 

children; 

"(3) lower incare families ai:e increasingly denied the 

ability to choose anong diverse educational opi:ortunities for 

their children; 

"(4) diversity and personal choice in Arrerican education 

can be enhanced through the incare tax structure with a min.imJrn 

of governnental interference in the lives of individuals and in 

the operation of private educational institutions. 

(b) It is therefore declared to be the J.X)licy of this Act to 

enhance equality of educational opportunity for all Anerican families 

through facilitating the attendance of their children at the elerrentary 

and secondary schools of their choice. 
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SECTION 3. CREDIT FOR 'IUITION EXPENSES. 

(a) IN GENERAL. Subpart A of Part DJ of subchapter A of 

chapter 1 of the Internal Revenue Code of 1954 (relating to credits 

allowable) is arrended by inserting before section 45 the fol1G1ing 

neil section: 

"SEC. 44H. 'IUITICN EXPENSES. 

"(a) GENERAL ROLE. In the case of an individual, there shall 

be allaved as a credit against the .tax inp:,sed by this subtitle 

for the taxable year an anount equal to 50 percent of the tuition 

expenses paid by him during the taxable ·-year to one or nore 

educational institutions for any of his dependents (as defined in 

section 152 (a) (1), (2), (3), (.6), or (9)) who has not yet attained 

the age of 20 at the close of the taxable year in which the tuition 

~s are paid. 

"(b) LIMITATIONS. 

(1) M?OC[MlM OOLIAR AM:lJNI' PER .INDIVIIX.IAL. The am:,unt 

of the credit allowable to a taxpayer under subsection (a) 

with respact to arrounts paid on behalf of each de~t on 

wh:>se behalf a credii; claim:d shall not exceed -

" ~) $100 in the case of tuition ~es paid 

during the taxpayer's first taxable year beginning on 

or after January 1, 1983; 

"(B) $300 in the case of tuition eJq?enSes paid 

during the taxpayer's first taxable year beginning on 

or after January 1, 1984; and 

"(C) $500 in the case of tuition expenses paid 

for each taxable year of the taxpayer beginning or or 

after Januai:y 1, 1985. 



( 2) MARRIED INDIVIOOAI.S. In the case of a husband airl 

wife who file a joint return under Section 6013, the maximum dollar 

am:>unts specified unc:er this subsection (b) shall apply to the 

joint return. In · the case of a married individual filing a separate 

return, subsection (b) shall be applied by reducing the~ 

dollar anount for each taxable year by 50 percent. 

( 3) PHASE-00'1' OF CREDIT M3CJ./E CERI'AIN ADJUSTED GroSS 

INCDME AM){JNl'S. Notwithstanding any other provisions of this section, 

the -credit allowable under this subsection (b) shall be reduced by 

the following percent of the anount by which the adjusted gross 

incane of the t:aJq:)ayer for the taxable -year exceeds $50,000 ($25,000 

in the case of a zrarried im.i vidual filing a separate return 

{A) 0. 4 percent for the first taxable year of 

the t:aJq:)ayer beginning on or after January 1, 1983; 

{B) 1. 2 percent for the first taxable ·year of 

the taxpayer be;inning on or after January 1, 1984; airl 

{ C) 2. O percent for the first taxable year of the 

taxpayer ending on or after te:en'ber 31, 1985. 

11 (4) PARI'-TIME STUDENrS. . Tuition eJq?enSes paid with respect to 

any individual woo is not a full-time student at an eligible 

educational institutia1 shall not be taken -into account under 

subsection {a). 

"(c) SPECIAL RULES. 

11 (1) AruUSI'MENT FOR SOlOI.ARSHIPS AND FINANCIAL ASSISTANCE. 

'!he anounts deered paid by the taxpayer under subsection (a) as 

tuition expenses shall not include any am:nmts which were receive:i 

by the taxpayer or his dependent as 

(i) a scholarship or fellowship grant (within 

the meaning of section 117 ( a) ( 1) ) which is not includible 



in gross inccrne under section 117; 

(ii) an educational assistance allowance under 

chapter 32, 34, or 35 of title 38, United States Code; 

or 

(iii) other financial assistance which is for 

educationa1 expenses, or attributable to attendance at 

an educational institution, and that is exerrpt from 

incane taxation by any law of the United States (other 

than a gift, bequest, devise, or inheritance within the 

meaning of section 102 (a)). 

"(2) DISALI.OlANCE OF CREDITED EXPENSES AS DEPREx:::IATirn. 

No deductiai or credit shall be allowed under any other section of 

this chapter for any tuition expense to the extent that such e,q?enSe 

is taken into account in determining the anount of the credit allaved 

under subsection (a) unless the t.aJ<payer elects, in. accordance with 

regulations prescribed by the SecretaJ:y, not to apply the provisions 

of this section to such tuition expenses for the taxable year. 

11 (3) TAXPAYER WHO IS A DEPENDENI' OF ANOI'HER TAXPAYER. No credit 

shall be allowed to a taxpayer under _subsection (a) for anounts paid 

during the taxable year for tuition expenses of the taxpayer if such 

taxpayer is a dependent of any other person for a taxable year 

beginning with or within the taxable year of the taxpayer. 

11 (4) TAX CREDIT NO!' ALU:WED FOR AMCXJN'IS PAID 'IO RACIALLY 

DISCRIMINA'.IDRY OffiANIZATIONS • No credit shall be allowed under this 

section for arrounts paid to any organization that has been detennined 

in accordance with the procedures prescribed in subsection (f) of 

this section, to use race as a criterion in any of its FOlicies or 

programs; provided that neither the use by an organization of race 



as a criterion in connection with an affirmative action program on 

behalf of nembers of racial minority groups, nor the failure of an 

organization to undertake sudl a program, shall be a basis for 

denying a credit that -would otherwise be allowed under this section. 

No credit shall be denied for paynents to an organization that does 

not classify i.rrlividuals according to race. Notwithstanding anything 

in this section or in any other provision of law, no organization shall 

be required to take account of the race of any individual, or. to use 

any racial quota, goal, ~table or other device th.at takes account 

of the race of any individual. or of the proportional racial canposition 

of any group, as a prerequisite or condition to eligibility for payrrents 

for which credits will be allowed under this section. For the purposes 

of this section the · term 'race' shall include oolor or national or 

ethnic origin. 

"(d) DEFINITICNS. For purposes of this section -

"(l) EOOCATICNAL INSTITUTION. The tenn 'educational institution' 
. 

neans an elerrentary or seo:mdary school as defined in section 198 (a) 

(7) of the Elenentary and Secorrlary Education kt of 1965, as in 

effect on January 1, 1983, which is a privately operated, not-for-profit, 

day or residential sch::)ol which is exenpt from taxation under section 

501 (a) as an organization described in section 501 (c) (3). 

" ( 2) TUITION EXPENSES. The term 'tuition expense '· neans tuition 

and fees required for the en.rollnent or attendance of a sttrlent at an 

educational institution, including required fees for courses, and does 

not include any anount paid for 

(A} books , supplies, and equiprent for courses of 

instruction at the educational institution; 

(B) neals, lodging, trans:r;:ortation, or personal 

living expenses; or 
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(C) education below the first-grade level, such as 

attendance at a kindergarten, nursery school, or similar 

institution. 

"(e) TAX CREDIT NOT TO BE CONSIDERED AS FEDERAL FINANCIAL 

ASSISTANCE TO INSTITUTION. No educational institution which enrolls 

a student for whom a tax credit is claimed under the amendments 

made by this Act shall be considered to be a recipient of Federal 

financial assistance solely because a tax credit is claimed for 

such student under this Act. 

"(f) LIMITATION ON EXAMINATION OF SCHOOLS. In determining 

whether payment to a particular elementary or secondary school 

qualifies for the credit allowed by this section, the Secretary 

shall have authority solely: 

(1) to ascertain whether the school is operated or 

controlled by a church, or by a convention or association of 

churches, and, if not, to ascertain whether the school has applied 

for and been accorded recognition of exemption under section S0l(a) 

as an organization described in section S0l(c) (3); 

(2) to require that the school submit annually a 

statement, under oath or affirmation, and subject to penalties 

for perjury, that the school has not; within the year for which 

a credit is claimed, used race as a criterion within the meaning 

of subsection (c) (4) of this section; and 

(3) to institute an action for declaratory judgment 

in the federal district court for the district in which the school 

is located. Where a school has finally been determined in such 

an action to have used race as a criterion within the meaning of 
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subsection (c) (4) of this section, no credit shall be allowed 

under this section for amounts paid to such school for three 

years thereafter or until the school demonstrates to the same 

court that it no longer uses race as a criterion within the 

meaning of this section. 

The Secretary is not authorized to conduct any audit or 

investigation of school policies or programs in order to determine 

whether the school has engaged in any acts which would disqualify 

any person, under the provisions of subsection (c) (4) of this 

section, from claiming the credit allowed by this section. 

No credit claimed by any taxpayer under this section shall 

be disallowed unless, prior .to the beginning of the taxable year 

for which a credit is claimed, the school for payment to which 

the credit is claimed has either (a) failed to fi ·le a statement 

in accordance with section (2) of this subsection after such 

statement has been demanded by the Secretary, or (b) been finally 

determined to have used race as a criterion in accordance with 

section (3) of this subsection." 

SECTION 4. CONFORMING AMENDMENT. The table of sections for 

subpart A of Part IV of subchapter A of chapter 1 of such 

Code is amended by inserting immediately before the item 

relating to section 45 the following: "Sec. 44H. Tuition expenses." 

SECTION 5. EFFECTIVE DATE. 

The amendments made by section 3 of this Act shall apply to 

taxable years beginning after December 31, 1982, for tuition 

expenses incurred after that date. 
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A BILL 

To anend the Internal Revenue Code of 1954 to provide a 
Federal income tax credit for tuition. 

Be it enacted by the Senate arrl House of Representatives of 
the United States of Arrerica in Congress asserrbled. 

SECTION 1. SHORI' TITLE. 

This Act nay be cited as the "F.ducational Opportunity and 

F.quity Act of 1982". 

SECI'ION 2. FINDIN:;S AND DECTARATION OF POLICY. 

"(a) The Congress finds that --

" (1) diversity and freedom of choice have been major 

strengths of the Anerican educatio!lal system; 

"(2) families should have the opportunity to select for 

their children the fonnal education which they deem nost bene

ficial to their children and which best reflects the intellectual, 

noral, and cultural values that they wish to instill in their 

children; 

"(3) lower incare "families are increasingly denied the 

ability to choose anong diverse educational opportunities for 

their children 

"(4) diversity and personal choice in Arrerican education 

can be enhanced through the incx:irre tax structure with a rninirm.lrn 

of governrrental interference in the lives of individuals and in 

the operation of private educational institutions. 

(b) It is therefore declared to be the policy of this Act to 

enhance equality of educational opportunity for all Arrerican families 

through facilitating the attendance of their children at the elerrentary 

and secondary schools of their choice. 
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SECTION 3. CREDIT FOR 'IUITION EXPENSES. 

(a) IN GENERAL. Subpart A of Part IV of subchapter A of 

chapter 1 of the Internal Revenue Code of 1954 (relating to credits 

allowable) is arrended by inserting before section 45 the following 

nE!-ll section: 

"SEC. 44H. 'IUITICN EXPENSES • 

"(a) GENERAL RDLE. In the case of an individual, there shall 

be allowed as a credit against the . tax inp::)sed by this subtitle 

for the taxable year an anount equal to 50 percent of the tuition 

expenses paid by him during the taxable ·year to one or nore 

educational institutions for any of his dependents (as defined in 

section 152 (a) (1), (2), (3), (6), or (9)) who has not yet attained 

the age of 20 at the close of the taxable year in which the tuition 

expenses are paid. 

II {b) LIMITATIONS. 

( 1) MAXIM1M OOLIAR AM:XJNT PER .INDIVIOOAL. The anount 

of the credit allowable to a taxpayer under subsection {a) 

with respect to arrounts paid on behalf of each dependent on 

wlx)se behalf a credi-t; cla.i.ne:1 shall not exceed --

" (A) $100 in the case of tuition ~s pajp. 

during the taxpayer's first taxable year beginning on 

or after January 1, 1983; 

"(B) $300 in the case of tuition expenses paid 

during the taxpayer's first taxable year beginning on 

or after January 1, 1984; and 

"(C) $500 in the case of tuition expenses paid 

for each taxable year of the taxpayer beginning or or 

after January 1, 1985. 
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(2) MARRIED INDIVICUAI.S. In the case of a husband and 

wife who file a joint return under Section 6013, the maximum dollar 

arrounts specified under this subsection (b) shall apply to the 

joint return. In the case of a married individual filing a separate 

return, subsection (b) shall be applied by reducing the maximJm 

dollar arrount for each taxable year by 50 percent. 

( 3) PHASE--aJT OF CREDIT Af3(NE CERI'AIN ADJUSTED Gross 

INCDME AMJUNTS. Notwithstanding any othe provision of this section, 

the ·credit allowable under this subsection (b) shall be reduced by 

the following percent of the arrount by which the adjusted gross 

incare of the taxpayer for the taxable year exceeds $50,000 ($25;000 

in the case of a married individual filing a separate rturn). 

(A) 0. 4 percent for the first taxable year of 

the taxpayer beginning on or after January 1, 1983; 

(B) 1.2 percent for the first taxable -year of 

the taxpayer beginning on or after January 1, 198_4; arrl 

( C) 2·. 0 percent for the first taxable year of the 

taxpayer ending on or after Decerrber 31, 1985. 

11 
( 4) PARI'-TIME S'IUDENI'S. . Tuition expenses }?aid with respect to 

any individual who is not a full-tine student at an eligible 

educational institutim shall not be taken -into account under 

subsection (a). 

" ( c) SPECIAL RIJLFS. 

11 
( l) AruUSTMENT FOR SCHOIARSHIPS AND FINANCIAL ASSISTANCE. 

'Ihe arrounts deared paid by the taxpayer under subsection (a) as 

tuition expenses shall not include any arcounts which were received 

by the taxpayer or his dependent as 

(i) a scholarship or fellowship grant (within 

the meaning of section 117 ( a) ( 1) ) which is not includible 
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in gross incorre under section 117; 

(ii) an educational assistance allowance under 

chapter 32, 34, or 35 of title 38, United States Code; 

or 

(iii) other financial assistance which is for 

educational expenses, or attributable to attendance at 

an educational institution, and that is exempt from 

incare taxation by any law of the Unitea. ·states (other 

than a gift, bequest, devise, or inheritance within the 

meaning of section 102 (a)). 

"(2) DISALI.a'VANCE OF. CREDITED EXPENSES l>S DEPREX:IATION. 

No deduction or credit shall be allowed urrler any other section of 

this chapter for any tuition expense to the extent that such expense 

is taken into account in detennining the anount of the credit allowed 

under subsection (a) unless the taxpayer elects, in accordance with 

regulations prescribed by the Secretary, not to apply the provisions 

of this section to such tuition expenses .for the taxable year. 

"(3) TAXPAYER WHO IS A DEPENDENI' OF ANOI'HER TAXPAYER. No credit 

shall be allowed to a taxpayer under subsection (a) for arrounts paid 

during the taxable year for tuition expenses of the taxpayer if such 

taxpayer is a deperrlent of any other person for a taxable year 

beginning with or within the taxable year of the taxpayer. 

"(d) DEFINITIONS. For purposes of this section -

"(l) EDUCATIOOAL INSTITUTION. The te.r:m 'educational institution' 

neans an elerrentary or secondary school as defined in section 198 (a) 

(7) of the Elerentary and Se:condary Education Act of 1965, as in effect 

on January 1, 1983, which is a privately operated, not-for-prof~t, day 

or residential sclool which 
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"{A} is exenpt from taxation under section SOl{a} as 

an organization described in section 501 {c} (3), and 

"{B} has not been determined in accordance with subsection 

{f} of this section to pursue a racially discriminatory FOlicy. _ 

"{i} An educational institution has a 'racially 

discriminatory FOlicy' if it refuses to admit students 

of all races to the rights, privileges, programs, and 

activities generally accorded or made available to 

students by that institution, or if the institution 

refuses to administer i _ts educational FOlicies, admis

sions policies, scholarship and loan program, athletic 

programs, or other programs administered by such 

institution in a manner that does not discriminate on 

the basis of_ race. The tenn 'racially discriminatory 

policy' does not include an admissions policy of an 

educational institution or a program of religious 

training or worship of an educational institution, 

that is limited, or grants preferences or priorities, 

to rrenbers of a particular religious organization or 

belief, provided, that no such--policy, program, 

preference, or priority is based upon race or upon 

a belief that requires discrimination on the basis of 

race. 

"{ii} The term 'race' shall include C'Olor or 

national or ethnic origin. -: 



.. - 6 -

"(iii) AFFIRMATIVE ACTION PRCX;RAMS NEITHER R.E}JUIRED NOR 

PROHIBITED. Within the meaning of this section, the tenn.s 'refuse 

to admit students of all races' and 'administer in a manner that 

discriminates on the basis of race' nean to use race ·as a criterion 

in the admission of students or in the administration of policies 

or programs. An organization does not 'refuse to admit students 

of all races' or 'administer in a rrenner that discriminates on the 

basis of race' within the neaning of this section if it does not 

classify stw.ents according to race. Notwithstanding anything in 

this section or in any other provision of law, neither the use by 

an organization of race as a criterion in connection with an 

affinnative action program on behalf of nercbers of racial 

minority groups, nor the failure of an organization to undertake 

such a program, shall be a basis for denying a credit that 

would othei:wise· be allc:Med urrler this section; and no organization 

shall be required to take account of the race of any individual, 

or to use any racial quota, goal, tinetable, or other device that 

takes account of the race of any individual or of the proµ:,rtional 

racial conposition of any group, as a prerequisite or condition 

to eligibility for paym:mts for which credits will be allc:Med 

under this section. For the purposes of this section the term 

'race' shall inclw.e color or national or ethnic origin. 

"(2) TUITIOO EXPEN:;FS. ~ tenn 'tuition expenses' neans tuition 

and fees required for the · enrollnent or attendance of a student at an 

educational.· insti tutial-, :-including requireq. ·· fees for courses, and does 

not inclu::le any anount paid for 

(A) books, supplies, and equiprrent for oourses of instruction 

at the educational institution; 

~ 
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(B) rreals, lodging, transportation, or personal living 

expenses; or 

(C) education below the first-grade level, such as 

attendance at a kindergarten, nursery school, or similar 

institution. 

"(e) TAX CREDIT NCYI' TO BE CONSIDERED PS FEDEPAL FINANCIAL PSSISTANCE 

ID INSTI'IUI'ICN. No educational institution which enrolls a student for 

wham a tax credit is claimed under the amendrrents rrade by this Act shall 

be considered to be a recipient of Federal financial assistance solely 

because a tax credit is clained for such student under this Act. 

"(f) LIMITATION ON EXAMINATICN OF SQiOOIS. In determining whether 

payment to a particular elerrentary or secondary school qualifies for the 

credit allowed by this section, the Secretary shall have authority solely: 

(1) to ascertain whether the school is operated or oontrolled 

by a church, or by a convention or association of churches, and, if not, to 

ascertain whether the sclx:x:>l has app~ied for and been acoorded recognition 

of exenption under section 501 (a) as an organization described in 

section 501 (c) (3); 

(2) to require that the school submit annually a· statement 

under oath or affi.rmation, and subject to penalties for perjury, that the 

school has not, within the year for which a credit is cla.irced, pursued 
I 

a racially discriminatory policy within the neaning of subsection (d) 

( 1) (B) of this section; and 

(3) to institute an action for declaratory judgrrent in the 

federal district court for the district in which the school is 

located. Where a sc:0001 has finally been determined in such an action 

to have pursued a racially discriminatory policy within the neaning of 

subsection (d) (1) (B) of this section, no credit shall be allowed under 

'2,-
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this section for arrounts paid to such school for three years thereafter 

or until the school derconstrates to the same court that it no longer 

p.rrsues such a policy, whichever period is greater. 

The Secretary is not authorized to rorrluct any audit or 

investigation of school policies or programs in order to detennine 

whether the scbx>l has engaged in any acts which would disqualify any 

person, under the· provisions of subsection (d} (1) (B} of this 

section, from claiming the credit allowed by this section. 

No credit clairred by any taxpayer under this sectioR shall be 

disallc:Med unless, prior to the beginning of the taxable year for 

which a credit is clairred, the school for payrrent to which the 

credit is cla:irred has either (a} failed to file a staterrent in 

accx:>rdance with section ( 2} of this subsection after such statement 

has been demanded by the Secretary, or (b} been finally determined 

to have pursued a racially discriminatory policy in accordance with 

section (3) of this subjection." · 

SECI'ION 4. CONFORMrt,l; AMENCMENT. 

The table of sections for subpart A of Part IV of subchapter A of chapter 

1 of such C.ode is amended by inserting imrediately before the item 

relating to section 45 the follc:Ming: "Sec. 44H. Tuition expenses." 

SECTION 5. EFFECTIVE DATE. 

'!he arcendrtents nade by section 3 of this Act shall apply to taxable years 

beginning after December 31, 1982, for tuition expenses incurred after 

that date. 

v--
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SUBJECT: Evangelical Input re: Tuition Tax Credits 

As you know, on Friday, May 21, Morton Blackwell in the Office 
of Public Liaison initiated a conference call to discuss some 
of the options we have been considering on tuition tax credits. 
Participants were Morton Blackwell, Phillip J. Murren, a partner 
in the firm of Ball and Skelly, and Grover Rees,. Assistant Law 
Professor at the University of Texas, and myself. 

I made clear during the conversation that we were discussing 
only unofficial options and that no decisions had been made on 
final language. We urged the participants to keep in mind the 
delicate political problems the Administration faced in crafting 
the final legislative language. · 

Phillip Murren made clear he would like to have another opportunity 
to talk about the language before we officially send it to Congress. 

Of the three options we discussed, they were decidedly unenthusiastic 
about a private enforcement option or the use of a civil right 
statute already on the books -- 42 U.S.C. 1981. They felt very 
good about the proposed government right of action but did suggest 
some changes in our approach. 

I have attached a new version of the government right of action 
reflecting the suggestions made on Friday. Of all the suggestions, 
four seemed to be of most concern. They are: 

1. Drop the use of the word "eligible" in front of educational 
institution since it indicates that it is institutions rather 
than individuals who are receiving the aid. 

2. Do not refer to the Elementary and Secondary Education Act 
of 1965 in defining education institution. Too many of 
the new private schools are having accreditation fights with 
state authorities. We don't want this bill to be a factor 
in those conflicts. 

3. Make sure IRS had no implied authority to enforce the act. 
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4. 

2 

Make sure that the legislation contemplates that 
something more than just one act of discrimination is 
needed to stop the credits from going to parents. In this 
case that "something more" is a "racially discriminatory 
policy." ' 

I believe we can acquiese in these changes without adding to 
the criticism we will receive from opponents of tuition tax 
credits. 

cc: Edwin L. Harper 
Bill Barr 

~ 
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GOVERNMENT ENFORCEMENT OPTION 

(d) DEFINITIONS. 

(1) EL!OiMa,,E EDUCATIONAL INSTITUTION. 

(A) The term 1 eli~i~le educational institution' means 

an elementary or secondary school a& daf1Ree1 iR seetieA 198 (a) (7) 

M the Elementary and Secondary Education Act of 1965, as 1n 

e-ffect on January 1, 1gs3, which is a privately operated, 

not-for-profit, day or residential school which 

(i) is exempt from taxation under SOl(a) as an 

organization described in section 501 (c) (3), and 

(ii) has not during the calendar year for which a 

tax credit is claimed or the two immediately preceding calendar 

years been declared, in an action brought by the United States 

pursuant to this section, to follow a 'racially discriminatory 

policy'. 

(B) (i) For purposes of this Act, an intitution 

follows a 'racially discriminatory policy' if: ( a) it refuses to 

admit applicants as students on account of race; (b) it excludes 

students, on account of race, from the rights, privileges, 

programs, and activities generally made available to students by ~ 
that institution; or (c) i-t di&criminateo a9aiR&t &tYd&Rta, o~ )' 1/ 
..-CC91::lRt ef raee, in administe1i111:1 its seholarshiJ>, loan, athletic J 
or; eUrnr Dtoqr ams-. 

include: 

(ii) A 'racially discriminatory policy' does not 

(a) using a bona fide plan to increase enrollment of a 

disadvantaged minority group, provided that no institution shall 

!1 
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be required to use such a plan to be eligible _under this section; 

(-e) granting any privilege, p r eference or ptiority to members e &, 

cu: adherents to, a patticular religious organization or belief, , 

or limiting admission to such members or adherents, provides that 

ne s~eh pri~ilege, preference, ptlority or limitatieR is based 

u,poll race or upao a belief that requires Eliscrimillatioo on th-& 

&a&is ef raee. Cb) failing to pursue or achieve any racial quota, 

proportion or representation in the student body. 

(iii) The term 'race' shall include color or 

national origin -:,IV~~ ~.oe.,;J ~ ~ '('-;t;Lifr'111t.,d.. 
. / ~~Rx~-12.,~ 

~ (i) To eRferoe this section, the Attorney 

General ~ pon ~etition by a person who has been discriminated 

against under a policy as described in paragraph (B) (i) of this 
~ 

subsection, is aytaerie&d, upon finding good cause, M bring an 

action against an institution in the federal district court in 

the district in which such institution is located, seeking 

declaratory judgment that the institution if~following a 

'racially discriminatory policy' an~b{as discriminated against 

the person filing the petition under such policy. 

(ii) The petition must be filed with the Attorney 

General within one year of the act of racial discrimination 

alleged to have been committed against the person filing the 

petition. Upon receipt of the petition, the Attorney General 

shall promptly notify the affected institution of such petition 

and the allegations contained therein. Before any action may be 

filed, the Attorney General shall give the institution a fair 

opportunity to comment on all allegations made against it. An 



action may be filed by the Attorney General no later than two 

years after receiving the petition. 

(iii) An institution is ineligible during the 

entire calendar year in which a judicial judgment that the 

institution follows a 'racially discriminatory policy' becomes 

final and during the two immediately succeeding calendar years. 

(iv) A judicial judgment that an institution 

follows a 'racially discriminatory policy' as described in 

paragraph (B) (i) of this subsection shall not become final until 

all parties to the action have exhausted all appellate review. 




