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TUITION TAX CREDIT BILLS WITH WIDE SUPPORT 

Attached are two additional options on a tuition tax credit 
bill. 

Option C is a letter and draft bill received last week from 
William Ball. 

Option Mis a draft bill including a modified version of the 
"Government Enforcement Option: submitted to Mr. Meese on Friday 
by OPD. 

Both Option C and Option M would have support of the Catholic 
school community and the majority of the Protestant Christian 
School Movement, according to the best estimate at the Office 
of Public Liaison. 

A small but militant minority of fundamentalist school leaders 
will not support any tuition tax credit bill which applies 
anti-discrimination requirements to private schools. As you 
can see from Mr. Ball's draft bill (Option C), he and the 
major segment of the Christian school movement which rely on 
him are prepared to support effective anti-discrimination 
provisions, provided the opportunities for I.R.S. abuse ~re 
eliminated. 

OPTION M 

Option Mis clearly the best vehicle. It is a version of OPD's 
"Government Enforcement Option" modified in a few places in 
response to suggestions by law professor Grover Rees and private 
school attorney Ball. 

Jack Burgess, White House liaison to the Catholic groups, has 
reviewed Option M with Catholic school leaders,whom he believes 
will support it. 

The changes from the Government Enforc.ement Option to Option 
Mare these: 

1. Deletion of the term "eligible·" from linkage with 
the definition of educational institution. Ball and 
Rees ai;-gue that the term "eligible" provides a hook 
on which to hang an argument that the aid is to the 
institution and not to the individuals getting the 
tax credit. 

2. deletion of reference to the Elementary and Secondary 
Education Act as defining an educational institution 
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for the purpose of tuition tax credits. There are 
major battles going on in several states between 
Christian schools and state credentialing authoriiies. 
Application of the above mentioned Act would give states 
the authority to cut off tuition tax credits to 
Christian schools of which they disapproved. For that 
reason, any definition of this sort would cause much 
of the Christian school community to oppose a tuition 
tax credit bill. 

3. deletion of (B) (i) (c). This is redundcant of (B) (i) (b). 

4. deletion of (B) (ii) (b). Ball and Rees felt this 
protection for religious schools was not necessary, 
given the rest ·of the text. They believe this explicit 
exemption would only raise red flags among foes of 
tuition tax credit. 

5. change.s in subsection (C) which make more clear the role 
of the Attorney General in enforcing anti-discrimination 
under this section. This would prevent the I.R.S. 
from using its general powers under the .act to harass 
private schools with a view toward finding a plaintiff 
who might then apply to the Attorney General for 
relief. In this respect,· Option M affords the same 
protection as Options A, B, and C. 

The major .Protestant activists in the Christian school 
movement will vigorously oppose any bill which does not 
preclude the use of tuition tax credit as a vehicle 
for harassment by I.R.S. zealots burning with desire 
to impose affirmative action requirements on private 
schools. 

6 . . an addition to subsection C to provide that the three 
years during which parents may not claim tuition tax 
credits for payments to a discriminating school begin 
upon judicial determination that a school ·is racially 
discriminatory. 

OPTION C 

This draft bill by Mr. Ball is close to other options under 
consideration. Its protections against I.~.S. abuse, like 
those in Options A and B, are more explicit and complex than.·. 
those- in Option M. Most Catholic school leaders, as well as 
most Protes.tant school leaders, will support Option C, say 
Jack Burgess and Morton Blackwell at OPL. 
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PRIVATE ENFORCEMENT OPTION 

Christian school activists prefer the Government Enforcement 
Option to this option because a Private Enforcement Option 
would put their schools' at the mercy of harassing suits by 
Legal Services Corporation activists or other advocacy groups 
hostile to private education. They prefer to have an additional 
screen,even a screen provided by the Civil Rights Division of 
the Justice Department. 

THE 42 USC 1981 TRIGGER OPTION 

While this option has the advantage of simplicity, it would 
be opposed by most Protestant school activists on the ground 
that it affords no protections against I.R.S. enforcemerit of 
affirmative action requirements against private schools. 
Moreover, the actual effect of 42 USC 1981 is still too unclear 
to be relied upon as a trigger by the gun-shy Christian School 
Movement. 

TAX STATUS LINKAGE 

It is interesting to note that every option at hand, including 
Option C which was drafted by Mr. Ball, includes the requiremerit 
that schools for payment to which tax credit is claimed must 
be exempt from taxation under section 501 (a) as organizations 
described under section 501 (c) (3). Thus if Bob Jones University 
loses its tax status case in the Federal courts, not only · 
segregated s~hools but schools with inter-racial dating bans 
could not qualify as recipients for payments for which tuition 
tax credit is claimed. 

CONCLUSION 

We are very close to agreement on a tuition tax credit bill which 
will be enthusiastically greeted by all supporters of the· idea 
except a small sector which will oppose any anti-discrimination 
requirement. Option M comes the closest to the simplicity and 
effectiveness desired by those most. interested in anti-discrimina
tion and by ·those most interested in preventing governmerit 
harassment of private schools. 

One note of caution must be sounded. With s ,o many draft bills 
and fractions of draft bills -on hand, we must be careful not 
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to preswne that the Catholic or the Protestant supporters 
of tuition tax credit will ·fight hard for any bill they have 
not reviewed in its entirety in advance of its submission to 
the Con9ress. 

We would poorly serve the President if we blindly launched 
a proposal not knowing exactly how it would be greeted by 
those to whom the President has promised a tuition tax cr~dit 
bill. 



vr .1. ..L.VL'i '-

'\ ··.· , • · / 

C 

--

BALL & SKELLY 
ATTORNEYS AT LAW 

!511 N. SECOND STREET 

P. 0. BOX 110B 

HARRISBURG, PENNSYLVANIA 1710B 

WILLIAM BENTL~ BALL 

JOSEPH G . SKELLY 

PHILIP J. I\IIURREN 

RICHARD E . CONNELL 

KATHLEEN A. O • MALL£'W' 

..... ,.,. .. 

A RATIONAL TUITION TAX CREDIT BILL 

As we write, major national campaigns tor "a tuition 
tax credit bill" have been initiated by the Reagan Adminis
tration, U.S. Catholic Conference, and by other groups. 
Further, the tuition tax credit concept is under furious 
attack by a large coalition of religious and educational 
groups. 
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What is fascinating, in this whole picture is this 
fact: "the" tuition tax credit bill does not exist. Several 
bills have been introduced, and many drafts are floating 
about. But there is no one measure which is the coilil!lon sub
ject of the Reagan and U.S. Catholic Conference campaigns, 
or the coililllon object of attack. 

On the side of proponents of tuition tax credit legis
lation is the following major division: 

(a) U.S. Catholic Conference and CAPE apparently fear 
that, unless IRS is given broad powers under the legislation, 
the tuition tax credit legislation will end up as a support 
for segregationist academies. 

(b) Those fundamentalist Christian organizations which 
favor tuition tax credits fear that the legislation may con
tain IRS, federal or state governmental controls which will 
far outweigh the benefit of any tax break for parents. 

Politically, it is clear that passage of any tuition 
tax credit bill will be very difficult; secondly, that if 
fundamentalist Christians oppose a certain bill that bill 
will not pass. We think that there is no need, however, for 
conflict ·among any who support the tuition tax credit concept. 
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Two sorts of harmful provisions need pointing out: (a) 
provisions which would, expressly or impliedly, give the 
state educational bureaucracies any powers over private 
schools, (b) provisions which would, expressly or impliedly, 
give IRS powers of surveillance, investigation, or affirm
ative action impositions with respect to private schools 
(here, in particular, with respect to religious schools since 
religious schools are ministries with unique constitutional 
status). As to the state bureaucracies, this tax measure 
should in no sense be the occasion for awarding them ant 
powers over private schools. As to IRS, the record oft at 
agency's attempted transgressions against private education 
under its Proposed Revenue Procedures of 1978 and 1979, 
stands as a warning for all the future. A tax credit bill 
must not, and need not, be the occasion for any such powers 
being awarded to IRS. 

The legislation which is needed must be protective of 
two kinds of civil rights: racial civil rights and religious 
civil rights. To accomplish these, it must assure that racial 
havens will not be conduits for tax credits, and that neither 
IRS or any other federal or state agency will7ie allowed 
powers to entangle themselves in the affairs of religious 
schools. 

The enclosed bill fully responds to those concerns: 

1. It requires every school (for payment of tuition to 
which a tax credit is claimed) to file with IRS a sworn state
ment that it does not discriminate on account of race. En
forcement: · the signer is liable in a criminal perjury action 
for a knowingly false statement. This is not only a completely 
effective enforcement provision but one which has the needed 
deterrent effect. It can be expected that few if any school 
administrators will venture to submit a sworn statement which 
they know to be false. 

2. It provides administrative simplicity: 

(a) The taxpayer simply claims the tuition credit 
on his annual tax form (naming the school). (b) If IRS finds 
that the school is not one which has filed the above sworn 

jt 
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statement, the credit is denied. If some complainant tells 
IRS that the statement is false, IRS is empowered to bring a 
declaratory judgment action in federal court against the 
school. This is infinitely preferable to imposing of the 
clumsy and complex IRS administrative machinery upon private 
schools - with interminable proceedings and all manner of 
surveillance, entanglement and other unconstitutional activity. 

3. IRS is denied any power to require affirmative 
action programs or to conduct investigations of religious 
schools. 

The above three features render the bill completely 
"safe" from the points of view both of non-racial discrim
ination and religious liberty. Further, it is easy to ad
minister. And it gives the state public education bureau
cracies no powers (as indeed it should not) in reference to 
this tax matter. 

,/ .,• 
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C 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 Representatives 
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 --

(1) diversity and freedom of choice have been 

major strengths of the American educational system; 

(2) families should not be denied the opportunity to 

select for their children the formal education which 

they deem • ost 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 children; 

(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 : 
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(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 

their children a~ - the elementary and secondary schools of 

their choice. 

SECTION 3. CREDIT FOR TUITION 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 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 amouni equal to 56 percent 

of the tuition expenses paid by him during the taxable year 

to one or more educational institu~ions 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. 

"(b) LIMITATIONS. 

(1) MAXIMUM DOLLAR AMOUNT PER IN:DIVIDUAL. The 

amount of the credit allowable to a taxpayer under 

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

each dependent on whose behalf a credit claimed shall 

not exceed --

2 

.: -'•'M 

1;--. 



C 
{A) $100 in the case of tuition expenses paid 

during the taxpayer's first taxable year beginning 

on or after January 1, 1983; 

(i) $300 in the case of tuition expenses paid 

during the taxpayer's first taxable year beginning 

on or after January l, 1984; and 

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

for each taxable year of the taxpayer beginning or 

after January 1, 1985. 

(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 

(b) 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 INCOlfE AMOUNTS. Notwithstanding any other 

provisions 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 

- 3 - -



C 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, 1984; 

·and 

(C) 2.0 percent for the first taxable year of 

the taxpayer ending on or after December 31, 1985. 

(4) PART-TIME STUDENTS. Tuition expenses paid with 

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

at an eligible educational institution shall not be 

taken into account under subsection (a). 

"(c) SPECIAL RULES. 

(1) 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 fellowship 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 ~hat is exempt 

- 4 -



C ·· from income ta_xa tion 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 

DEPRECIATION. No deduction or credit shall be allowed 

under any other section of this chapter for any tuition 

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 
I 

under subsection (a) for amounts paid during the taxable 

year for tuition expenses of the taxpayer if such 

taxpayer is a dependent of any other p~rson for a 

taxable year beginning with or within the taxable year 

of the taxpayer. 

(4) TAX CREDIT NOT ALLOWED FOR AMOUNTS PAID TO 

RACIALLY DISCRIMINATORY EDUCATIONAL INSTITUTIONS. No 

credit · shall be allowed under this section for amounts 

paid to any educational institution which fails to file 

the annual statement referred to in subsection (f) of 

this section or which has been determined, in accordance 

- 5 -



C with the procedures prescribed in subsection(£) o f this 

section, to have a racially discriminatory policy as to 

students. 

"(d) DEFINITIONS. For purposes of this section 

(1) EDUCATIONAL INSTITUTION. The term 

'educational institution' means an elementary or 

secondary school which is a privately operated, 

not-for-profit, day or residential school which is 

exempt from taxation under section 50l(a) as an 

organization described in section .50l(c)(3). 

·c 2) RACIALLY DISCRIMINATORY POLICY AS TO STUDENTS. 

An educational institution has a "racially discrimina

tory policy as to students" if it maintains a policy 

(whether written or as evidenced by a pattern of 

conduct) the purpose of which is to exclude persons from 

admission as students, or from participation in school 

programs, benefits or activities, on the basis of their 

race, color, or national or ethnic origin. Such term 

shall not be construed to require any educational 

organization to recruit or grant preferences to student_s 

on the basis of race, color, or national or ethnic 

origin, or to meet any quotas as to students. 

(3) TUITION EXPENSES. The term 'tuition expenses' 

means tuition and fees required for the enrollment or 

attendance of a student .at an educational institution~ 

6 -



C including required fees for courses, and does not 

include any amount paid for 

(A) books, supplies, and equipment for courses 

of instruction at the educational institution; 

(B) meals, 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 NOT TO BE CONSIDERED AS FEDERAL FINAN

CIAL 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) LUIITATION ON EXAMINATION OF SCHOOLS. Any other 

provision of this Act notwithstanding, in determining whether 

a particular elementary or secondary school is an educational 

institution, or maintains a racially discriminatory policy as 

to students, 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 50l(a) as an 

- 7 -
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C 
organization described in section 50l(c)(3); 

(2) to require that the school annually submit a 

statement, under oath or affirmation, and subject to 

penalties for perjury, that the school does not exclude 

persons from admission as students or from participation 

in any school program, benefit, or activity on the basis 

of race, color, or. national or ethnic origin, and does 

not have ~ny written policy providing for such 

exclusion; and 

(3) where there is probable cause therefor, to 

institute an action for declaratory judgment in the 

federal district · court for the district in which the 

school is located in order to establish that the school 

maintains a racially discriminatory policy as to 

students. Where it is finally determined that a school 

maintains a racially discriminatory policy as to 

students, no credit shall be allowed under this section 

for amounts paid to such school for three years 

thereafter, ~'(i. until the school demonstrates to the 

same court that it no longer maintains a racially 

discriminatory policy as to students. 

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 

- 8 -



C to file a . statement in ~ccordance with paragraph (2) of this 

subsection, or (b) been finally determined, in accordance 

with section (3) of this subsection, to maintain a racially 

discriminatory policy as to students." 

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 insert

ing 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. 

- 9 -



·-· 

• 
C C 

OP T ION t-1 

~,t.~J. · 
~,-u~/-

A BILL (g'ru~) 

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 Representatives 
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 Atm DECLARATION OF POLICY. 

(a) The Congress finds that --

(1) diversity and freedom of choice have been 

major strengths of the American educational system; 

(2) families should not be denied the opportunity to 

select for their children the formal education ~hich 

they deem • est beneficial to their children and which 

best refle'ct·s the intellectual, moral, and cultural -

values that they wish to instill in their children; 

(3) lower income farailies are· increasingly denied 

the ability to choose among diverse educational 

opportunities for their children; 

(4) diversity and personal choice- in American 

education can be enhanced through the income tax 

structure with a .rainimum of governmental interference in 

the lives of individuals . and in the operation of private 

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

Act to enhance equality of educat i onal opportunity for all 

American families through facilitating the attendance of 

their children a~ · the elementary and secondary schools of 

their choice. 

SECTION 3. CREDIT FOR TUITION 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 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 

subtitl~ for the iaxable year an _amount equal to 5~ ·percent · 

of the tuition expenses paid by him during the taxable year 

to one or more _educati~nal institutions for any of his 

dependents (as defined in section 152(a)(l), (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. 

"(b) LIMITATIONS. 

(1) MAXIMUM DOLLAR AMOUNT PER INDIVIDUAL. The 

amount of ·the credit allowable to a taxpayer under 

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

. each dependent on whose behalf a credit ·claimed shall 

not exceed --

2 .. -
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C C (A) $100 in the case of tuition expenses paid ..... 
during the taxpayer's first taxable year beginning 

on or after January 1, 1983; 

(B) $300 in ~he 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 

after January 1, 1985. 

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

and wife who file a joint return under Section 6013, the 

maximum dollar ~mounts specified under this subsection 

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

married individual filing a separate return, suhsection 

(b) -'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 INCOHE AMOUNTS. Notwithstanding any other 

provisions 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 
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C 
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, 1984; 

·and 

(C) 2.0 percent for the first taxable year of 

the taxpayer ending on or after December 31, 1985. 

(4) PART-TIME STUDENTS. Tuition expenses paid with 

respect to any individual who is not a full-time student • 

at an eligible educational institution shall not be 

taken into account under subsection (a). 

"(c) SPECIAL RULES. 

(1) 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 fellowship 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 

- 4 - • 
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cc • .. -from income ta_xation 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 

DEPRECIATION. No deduction or credit shall be allowed 

under any other section of this chapter for any tuition 

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 presctibed 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 

taxpayer is a dependent of any other person for a 

taxable year beginning with or within the taxable year 

of the taxpayer. r - - - ____ , 
11

( d) DEFINITIONS 

(1) EDUCATIONAL INSTITUTION. 

(A) The term 'educational institution' means 

an elementary or secondary school 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 SOl(c) (3), and 

(ii) has not during the calendar year , . , 

~~~ for which · a tax credit is claimed or the two .:idPrnediat eJ 



C 
.p~e oedi ng 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 

institution follows a 'racially discriminatory policy' if: 

(a) it .refuses to admit applicants as suudents on account 

of race; or (b) it excludes students, on account of race, 

from the rights, ·privileges, programs, and activities 

generally made available to students by that institution. 

(ii) A 'racially discriminatory policy' 

does not include: (a) using a bona fide plan to increase 

enrollment of a disadvantaged minority group, provided 

that _no ·institution shall be required to use such a plan 

as a prerequisite or condition for payments for which 

deductions will ·be allowed under this section; or (b) 

faili~g to pursue or achieve any racial quota, proportion 

or representation in the · student body. The proportionate 

racial composition of a student body shall not constitute 

a basis for presumption that a school pursues a 'radially 

discriminatory polic_y'. 

(iii) The term 'race' shall include 

color or national origin. 

(C) · (i) Notwithstanding any other provisions 

of this Act, this section shall be enforced only by the 

Attorney General, who shall, -upon petition by a person 

who has been discriminated against under · a policy as 

described in par~graph (B) -~i} of this subsection, and 

- 6 -
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upon finding good cause, bring an action against an 

institution in the federal district court in the district 

in which such institution is located, seeking a declaratory 

judgment that the institution (a) is following a 'racially 

discriminatory policy' and (b) has 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 .institu.tion 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) 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. 

(iv) Notwithstanding anything in 

this . section or {n any other provision .df l _aw, · .no .a·gency 
-

of the United ·states is authorized to conquct any audit 

or · investigation of school policies or programs in order ._, 
r.--

to determine whether the school .has engaged in any · acts ':-~-.'. · 

which would disqualify any person from claiming the 

credit allowed by this section. 

\ 
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(vi) 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 been finally determined, in accordance 

with subsection (C) (i) of this section, to maintain 

a ·'racially discriminatory policy' as to students. 

(2) TUITION EXPENSES. The term 'tuition expenses' 

means tuition· and fees required for the enrollment or 

attendance of a student at an 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 educational institution; 

(B) meals, lodging, transportation, or 

personal livi~g expenses; or 

· (C) education below the first-grade level, 

such as attendance at a kindergarten, nursery school, 

or similar institution. 

"(.e) 'DAX CREDIT NOT TO BE CONSIDERED AS -FEDERAL FINANCIAL.. 

ASSIS~ANCE'i'O. INSTITUTION. No educational institution 

which enrolls a student for whom a t~x creditlis 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. " 

---=------ - - ------ ------
SECTION 4. CONFORMING AMENDMENT. 

The table of sections for subpart A of Part -IV of 

Subchaper A of chapter 1 of such Code is amended by 

-;-

, . , 

. ·~ 

~ 

. ·.. 
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C C inserting immediately before the item relating to 

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

SECTIONS. EFFECTIVE DATE. 

The amendments made by section 3 of this Act sha1·1 

apply to taxable years beginning after December 31, 1982, 

for tuition expenses .~ incurred after that date. 

- 9 -
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OPTION l-1 

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 Representatives 
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 Atm DECLARATION OF POLICY. 

(a) The Congress finds that --

(1) diversity and freedom of choice have been 

major strengths of the American educational system; 

(2) families should not be denied the opportunity to 

select for their childten the formal education which 

they deem • ost 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 f arailies are· increasingly denied 

the ability to choose among diverse educational 

opportunities for their children; 

(4) diversity and personal choice- in American 

education can be enhanced through the income tax 

structure with a rainimum of governmental interference in 

the lives of individuals and in the operation of private 

educational institutions. 

-. ~· 
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C (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 

their children at . the elementary ~nd secondary schools of 

their choice. 

SECTION 3. CREDIT FOR TUITION 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 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 

subtitl~ for the ~axable year an _amount equal to 5d percent 

of the tuition expenses paid by him during the taxable year 
I 

to one or more 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 i n which the tuition expenses are paid. 

"(b) LIMITATIONS. 

(1) MAXIMUM DOLLAR AMOUNT PER INDIVIDUAL. The 

amount of ·the credit allowable to a taxpayer under 

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

each dependent on whose behalf a credit ·claimed shall 

not exceed --

2 :-

,. 

. 
' ' 



C (A) $100 in the case of tuition expenses paid 

during the taxpayer's first taxable year beginning 

on or after January 1, 1983; 

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

durini 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 

after January 1, 1985. 

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

and wife who file a joint return under Section ~013, 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 

(b) 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 INCOl1E AMOUNTS. Notwithstanding any other 

provisions 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 

. 
I 

:.. , ·- , r ~-: ,,'7.· 
~ 
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C 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, 1984; 

·and 

(C) 2.0 percent for the first taxable year of 

the taxpayer ending on or after December 31, 1985. 

(4) PART-TIME STUDENTS. Tuition expenses paid with 

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

at an eligible educational institution shall not be 

taken into account under subsection (a). 

"(c) SPECIAL RULES. 

(1) 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 fellowship 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 

- 4 



C -from income ta_xation 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 

DEPRECIATION. No deduction or credit shall be allowed 

under any other section of this chapter for any tuition 

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 

taxpayer is a dependent of any other person for a 

taxable year beginning with or within the taxable year 

of the taxpayer. , 
• - --✓ 

"(d) DEFINITIONS 

(1) EDUCATIONAL INSTITUTION. 

(A) The term 'educational institution' means 

an elementary or secondary school 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 SOl(c) (3), and 

(ii) has not during the calendar year 

for which a tax credit is claimed or the two immediately 

- ~ -
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- e ing 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 

institution follows a · 'racially discriminatory policy' if: 

(a) it refuses to admit applicants as sbudents on account 

of race; or (b) it excludes students, on account of race, 

from the rights, privileges, programs, and activities 

generally made available to students by that institution. 

(ii) A 'racially discriminatory policy' 

does not include: (a) using a bona fide plan to increase 

enrollment of a disadvantaged minority group, provided 

that no institution shall be required to use such a plan 

as a prerequisite or condition for payments for which 

deductions will be allowed under this section; or (b) 

failing to pursue or achieve any racial quota, proportion 

or representation in the student body. The proportionate 

racial composition of a student body shall not constitute 

a basis for presumption that a school pursues a 'radially 

discriminatory policy'. 

(iii) The term 'race' shall include 

color or national origin. (,If~ , A _µ l IJ(~JC;) 
(C) (i) Notwi 
~ rr-k~I...._ ".;, ...,.._,t f' _ . 

of this Act, j.i ~ action. shall be enforced 

er.18'!,J~Y.-
only by the 

sions 

Attorney General, who shall, upon petition by a person 

who has been discriminated against under · a policy as 

described in paragraph (B) (i) of this subsection, and 

- 6 - l, 



C 
upon finding good cause, bring an action against an 

institution in the federal district court in the district 

in which such institution is located, seeking a declaratory 

judgment that the institution (a) is following a 'racially 

discriminatory policy' and (b) has 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) A judicial judgment that an 

institution follows a 1 racially discriminatory policy' 

as described i n paragraph (B) (i) of this subsection 

shall not become final until all parties to the action 

have exhausted all appellate review. 

·- iv} Notwithstanding anything in ---· this . section or in ""any other provi90Il ,o·f l _aw, .no .ag 

of the United States i s'---aut}lorized to conduct any aU<B.it 
/ 

r investigation of y.-cnool 

o determine whether the school 

ich would disqualify any person 
/ 

or programs in o t der 

engaged in any a c ts 

_m claiming the 

edit allowed by this secti~n--~ 

-----· ..... 
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(v, ) 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 been finally determined, in accordance 

with subsection (C) (i) of this section, to maintain 

a 'racially discriminatory policy' as to students. 

(2) TUITION EXPENSES. The term 'tuition expenses' 

means tuition· and fees required for the enrollment or 

attendance of a student at an 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 educational institution; 

(B) meals, 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 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 recipi ent of Federal financial assistance solely 

because a tax credit is claimed for such student under 

this Act. " 

- • -- - --· _--::.,...z.- ---------

SECTION 4. CONFORMING AMENDMENT. 

The table of sections for subpart A of Part IV of 

Subchaper A of chapter 1 of such Code is amended by 

- 8 - ~- ~ 



C 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. 

- 9 -
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l, ' . to amend the~Interna~ R~venue Code of 1954 to 

provi~e a Federal income tax credit for · tuition. 

Be it enacted by the Senate and Bouse of Representatives of 

the United States of America in Congress assembled. 

SEC. l. SHORT TITLE. 
• 

Th-is A.ct may be cited as the •Educational Opportunity and 

Equity Act of 1982•. 

SEC. 2. CONGRESSIONAL FINDINGS. 

The Congress finds that it is the policy of the United States 

to foster educational opportunity, diversity, and choice for all 

Americans. Therefore Federal legislation _shoµlq ~ecogn~ze that -

(A) pluralism is one of the_great streng~hs of American 

society, that diversity in education is an important contributor 

to that pluralism, and that nonpublic schools play an 

fndispensable role in making that diversity possible; 

(B) the existence and ava!lability of alternatives to 

public education ·tends to strengthen public ~ducation through 

competition_ and improves the educational opportunities of all 

Americans; 

(C) Americans should have equal opportunities to choose 

between the education offered by public schools and 

that available in private educational systems and should not 



, /I -·_· 
/..,;· . 

/ . 

~ - '-1 i#..~ .. .· .• 
.,.;:i~ .. -~ .,. • 

~~ COllpttllad becauH of economic circumstances to accept 

acat1on provided by government created and government 
1k ·· . . ~operated· achool systems, and that to force such a selection 
t · 
# 

~- ls an unf•ir and unjust discrimination against persons ~f 

l••••r aeans; 

(D) increasing numbers of American families are unable 

to afford nonpublic school tuition in addition to the state 

and local taxes that go to support publi~ schools, and that 

tax relier for nonpublic school tuition expenses is necessary 

if American families are to continue to have a meaningful 

choice between public and private education at the primary 

and secondary level; 
... 

(E) tax relief in the form of tuition tax credits is 

the_ fairest way to extend a· choice in--ea·ucatio~ -to a --w.ide .. - -
._ rang~ of indivi4uals at all income levels, that tax relief in 

the form of tuition tax credits creates the least -possible 

danger of entanglement between government and the value structure~ 

of the various nonpublic school systems and of interference 

in the lives of individuals and families consistent with 

achieving these ends, and that tax relief in the form of 

tuition tax credits achieves these ends with a minimum of 

complexity so that those for whom the tax relief is intended 

will be able to understand and take advantage of it; 

-
·-2-

:. 
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(F) 

the tax revenue loss odcasioned by a tuition tax 

credits 
for a child would be far exceeded by the cost to . . 

tate and 
local taxpayers of educating the child at a public schooi. 

Therefore, the primary purpose of this Act is to enhance 

equality of educational opportunity, diversity, and choice for 

all Americans. The Congress finds that this Act will ex~and 

opportunities for personal liberty, divex::sity, and pluralism that· 

constitute important strengths of education in America. 

SECTION 3. CREDIT FOR TUITION 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 amended by inserting _before section 

45 the following new section: .. 
•sEC._.--448. TUITION EXPENSES. 

• (a) GENERAL RULE. In the case of·- a~ 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 educational institutions for any of 

his dependents (as defined in section l52(a)(l), (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. 
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--

·" ( b) LIMITATIONS. 

(1) MAXIMUM DOLLAR AMOUNT PER INDIVIDUAL. The 
i . 

amount of the credii allo~able 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 ~nor after January 1, 1983; 

•(B) $300 in the case of tuition expenses 

beginning on or after January l, 1984; ana 

•cc) $500 in the case of tuition expenses 

paid for each"· taxable year of the taxpayer 

beginning on ·or after January l, 1985. 

(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 

(b) shall be applied by reducing the maximum dollar 

amount for each taxable year by SO 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 l, 1983; 
• 
(2) 1.2 percent for the first taxable year of 

the taxpayer beginning on or after January l, 1984; 

and 

(3) 2.0 percent for the first taxable year of 

the taxpayer ending on or after pecember 31, 1985. 

•(4) PART-TIME STUDENTS. Tuition expenses paid 

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

student at an educational institution shall not 

r-be taken into account under subsection (a). 

•(-~) SPECIAL RULES. 

•cl) 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 l.17{a) (1)) 

which is not includible in gross income under 

section 117; 



• (2) 

DEDUCTION • 

(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 sectiort 102(a)). 

DISALLOWANCE OF CREDITED EXPENSES AS 

No deduction or credit shall be allowed . 
under any other section of this chapter for any tuition 

expense to the extent that ·su~h 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 Secretarr, 

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 ~ithin the taxable year 

of the taxpayer. 

, ___ .,. ~ -· --~ ·---
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"(4) TAX CREDIT NOT ALLOWED FOR AMOUNTS PAID TO RACIALLY 

DISCRIMINATORY EDUCATIONAL INSTITUTION. 

"(A) No credit shall be allowed under subsection (a) 

for amounts paid to any educational institution in a calendar 

year during which such institution has been declared by a United 

States district court, in an action brought by the United States 

pursuant to subparagraph (C) of this paragraph, to follow a 

'racially discriminatory policy', and in the two calendar years 

succeeding such judgment. 

"(B) (i) For purposes of this subsection, an 

institution follows a 'racially discriminatory policy' if it 

refuses, on account of race: 

(a) to admit applicants as students; 

(b) to admit students to the rights, privileges, 

programs, and activities generally made available to students by 

that institution; or 

(c) to allow students to participate in its 

scholarship, loan, athletic, or other programs. 

A racially discriminatory policy does not include failing to 

pursue or achieve any racial quota, proportion, or representation 

in the student body. 

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

national origin. 

"(C) (i) To enforce this paragraph, the Attorney 

General, upon petition by a person who has been discriminated 

against under a policy as described -in subparagraph (B} of this 

paragraph, is authorized, upon finding good- cause, to bring an 



. 
. act i on against an institution in the United States district court 

in the district in which such institution is located, seeking a 

declaratory judgment that the institution is following a racially 

discriminatory policy and has, pursuant to such policy, 

discriminated against the person filing the petition. 

(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 th~ person filing the 

petition. Upon receipt of the petition, the Attorney General 

shall promptly notify the affected institution in writing 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 and to show that the racially discriminatory policy 

alleged in the petition . does not exist or has been abandoned. An 

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

years after receiving the petition. Exclusive authority to 

en1-;rce, and to undertake activities connected with enforcing, 

the prohibition against following a racially discriminatory 

policy under subparagraph (A) of this paragraph is vested in the 

Attorney General • 

(iii) A tax credit shall be disallowed during the 

entire calendar year in which a district court judgment that - the 

institution follows a racially discriminatory policy has been 

entered and during the two immediately succeeding calendar years. 

(iv) No credit shall --be disallowed · under 

subparagraph (A) of this paragraph until all parties to the 



/ 

action have exhausted all appellate review. 

"(5) STATUTE OF LIMITATIONS. If 

"(A) a credit is all6wed to a taxpayer in any taxable 

year under subsection (a) for expenses paid to an institution --

--

"(i} in a calendar year during which the United 

States district court for the district in which such 

institution is located enters a judgment that such 

institution follows a racially discriminatory policy, as 

provided in paragraph (4) of subsection (c), or 

"(ii) in either of the two calendar years 

immediately succeeding the calendar year specified in clause 

(i}, and 

"(B) that judgment has become final because --

"(i} the period within which the institution may 

seek review of that judgment has expired and the institution 

has failed to petition for review; or 

" (ii} the judgment has been affirmed by a court 

of appeals and the period within which the institution may 

seek review of that decision has expired, 

then the period within which a deficiency attributable to the 

disallowance of any credit allowed with respect to such expenses 

shall expire three years after such judgment becomes final within 

. the meaning of subparagraph (B). Any such deficiency may be 

assessed before the expiration of such three-year period 

notwithstanding the provisions of any other law or rule of law 

which would otherwise prevent such assessment. Whenever a 

judgment against an e9ucational institution has become final 
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; ·. within the meaning of subparagraph ( B) , the Attorney General 
! 

shall promptly notify the Secretary. 

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

"(l) EDUCATIONAL INSTITUTION. 

"(A) The term 'educational institution' means an 

elementary or secondary school which is a privately operated, 

not-for-profit, day or residential school and which is exempt 

from taxation under section SOl(a) as an organization described 

in section 501 (c) (3). 

"(2) TUITION EXPENSES. The term 'tuition expenses' means 

tuition and fees required for the enrollment or attendance of a 

student at an educational institution, including required fees 

for courses, and does not include any amount paid for 

"(A) books, supplies, and equipment for course-s 

of instruction at the educational institution; 

"(B) meals, 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 CREDITS ARE NOT FEDERAL FINANCIAL ASSISTANCE. 

Tax credits claimed under this section shall not constitute 

Federal financial assistance to educational institutions or to 

the recipients of such credits." 

SEC. 4. CONFORMING AMENDMENT. 

(a) The table of sections for i~bpart A of Pait IV of 

subchapter A of chapter 1 of such Code is amended by inserting 
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immediately before the item relating to section 45 the following: 

"Sec. 44H. Tuition expenses." 

(b) Section 6504 of the Internal Revenue Code of 1954 

(relating tQ cross references with respect to periods of 

limitation) is amehded by adding a new paragraph (12) at the end 

thereof: 

"(12) Disallowance of tuition tax credits because of a 

declaratory judgment that a school follows a racially 

discriminatory policy, see. section 44H(c) (5) ." 

SEC. 5. EFFECTIVE DATE. 

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

taxable year beginning after December 31, 1982, for tuition 

expenses incurred after that date. 

"':' 
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