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MEMORANDUM

THE WHITE HOUSE
WASHINGTON

June 16, 1982

FOR: EDWIN MEESE TIIIX
JAMES BAKER
MICHAEL DEAVER

FROM: TUITION TAX CREDIT WORKING GROUP
(See Attached List)

SUBJECT: Presidential Ceremony for Tuition Tax Credits

It is the strong and unanimous judgment of the Tuition Tax
Credit Working Group that the single most important step we can
take to minimize attacks from civil rights groups on the Bill is
to hold a Presidential ceremony in the middle of the week of June
21. Failure to hold such a ceremony will (1) substantially
increase the risk that our critics will be able to shift the
debate to the racial issue; (2) fritter away the opportunity to
cement our coalition together before the battle starts; and (3)
cause our supporters to doubt the President's real commitment to
this issue.

We would like you to consider the following points:

1. Nothing is to be gained from moving quietly on this Bill. The
newspapers will make the point that this is "inconsistent" with our
revenue enhancement efforts regardless of how we go about sending the
Bill to the Hill. Those sophisticated enough to see, and to be
influenced by, this point will not be fooled by an attempt to low-key
the transmittal.

2. The Administration is going to take hits from the civil rights
groups on this bill regardless of how it is written. The Bill,
however, is legally defensible, and can be politically defended if we
lock in responsible groups (particularly the Catholics) before our
critics start attacking the Bill., We cannot be sure of continued
Catholic support if civil rights groups are allowed to seize the
initiative in the debate. By having the leading bishops present and
expressing support at the time the Bill is transmitted, we put them
firmly in the President's foxhole before the shooting begins. This
will go a long way toward preempting efforts by civil rights groups to
exploit the racial issue. (The bishops are closeted in a retreat
until Wednesday, June 23, and transmitting it on Friday will also mean
that we miss the Catholic press whose deadline is generally
Wednesday or Thursday.)

3. At a time when we are planning an extravaganza on the balanced
budget amendment, our supporters will read the quiet treatment of this
Bill as showing that we are just going through the motions and that we
do not really support the initiative.

cc: Edwin L. Harper
Ken Duberstein



MEMORANDUM

THE WHITE HOUSE

WASHINGTON

June 16, 1982

FOR: EDWIN L. HARPER
s
FROM: GARY L. BAUERagéf
SUBJECT: Presidential Ceremony for Tuition Tax Credits

Over the last 10 days there has been discussion of the possibility
of a ceremony in the Rose Garden on the occasion of President
Reagan sending our tuition tax credit bill to Congress. I now
understand from Robert Thompson in Legislative Affairs that

there has been a tentative decision not to have such a ceremony.
The reason for the change of heart is the desire to avoid making
things difficult for some Senators who are in the midst of
attempting to craft ways to raise the necessary revenues needed to
meet our budget.

I believe this decision, if finalized, will be seen by many in

the tuition tax credit coalition as another example of the '
Administration submerging all of our interests to economic concerns.
This of course isn't true but perception means a lot.

A Presidential ceremony of some kind is advisable because:

1. It will help us to avoid the charges that we are not
serious about the legislation. The press will note we quietly
sent the bill to Congress if no ceremony is held.

2. It will help us frame the debate. The President will make
news if he makes a strong statement on the non-discrimination
sections of the bill and explains how his legislation helps
the low income parent gain educational freedom of choice.

3. It is unlikely that the arrival on the Hill of the legislation
will be a "quiet event." If we do not take the offensive
when we send the bill forward, we risk the evening news
being dominated by our critics. We made a similar mistake
when we made our Bob Jones decision and released it late on
a Friday night without supporting statements. We then
suffered 72 hours of criticism until we were forced to do an
"about face." When we take a bold initiative such as tuition
tax credits, we must go on the offensive if we are to over-.
come "establishment" opposition.

4. It will help us early on to cement the coalition we need to
pass the legislation.

cc: Mike Uhlmann
Roger Porter
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o El?ngeth Dole cated that if we were going with the

tuition tax credit legislation tomorrow that it was

important to have the President involved.

Rem: © Duberstein responded that heavy presidential involvement

could upset the budget strategy and that he understood

we had decided through the legislative strategy group

that the President would not be heavily involved in a

visible way and that the President already had given a

major speech on the issue in Chicago.

o Dole responded that if the President was not going to

take a high profile on the submission of the legislation

then we should wait for a week and hold briefings for

the outside groups that support us in the White House

and arm them with materials to answer the technical arper

questions that are certain to arise. e ehe P?esident
Pl 0 Ken Cribb observed that if we don't go with it this week svelopment
sh we will get criticism from these groups and advised against 15)

waiting a week.

‘0 Duberstein added that waiting a weéiﬁwbuld not be good
from his standpoint because next week the congressional
























7 fy TTC
MEMORANDUM )

THE WHITE HOUSE

WASHINGTON

June 28, 1982

FOR: ALL MEMBERS OF TUITION TAX CREDITS WORKING GROUP
FROM: BOB THOMPSON

SUBJECT: Tuition Tax Credits

I thought you would enjoy seeing statements by Members of
the House regarding TTC.

Thanks for your assistance to Legislative Affiars during

the developmental process. I enjoyed working with each
of you.

cc: KMD
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then appsrently accept wanton death
and destruction with only a slight
murmer. . )

Serious questions have been raised
by the fighting in Lebanon, not the
least of which is for Congress, perhaps
for the first time, to find out precisely
what the legal obligations and respon-
sibilities are, both to the United States
and our allies, when we sell or give
weapons to a foreign country. The
time has come for Congress to clearly
understand the terms under which we
sell or give arms to a foreign country,
and, more importantly perhaps, the
time has come for Congress to decide
whether we have the courage and con-
viction to enforce the terms.

ADMINISTRATION’S SILENCE EN-
~ COURAGES DEATH- AND DE-
STRUCTION - -

(Ms. OAKAR asked and was given
permission to address the House for 1
minute and to revise and extend her
remarks.) .

Ms, OAKAR. Mr Speaker one of
the greatest sins during the Nazi era
was silence. .

This administration has been silent
about the thousands killed in El Salva-
cor, silent about the deaths of the
American missionaries and the other
Americans who were killed needlessly,
silent about the massacre in Lebanon.

By their silence they give the green
light to massacre of people through-
out the world.

TRAGEDY IN LEBANON

(Mr. MAZZOLI asked and was given
permission to address the House for 1
minute and to rev1$e and extend his
remarks.)

Mr. MAZZOLIL. Mr Speaker, I have
wrestled with these words for several
weeks and have not been able to find
the right combination. I probably will
not find the right combination today.
But my conscience prevents me from
passing up this opportunity to say

’

something about the tragedy in Leba-

non.

Mr, Speaker, T am greatly dismayed
and distressed by the wanton carnage
and killing, the destruction which is
taking place - in Lebanon, the thou-
sands upon thousands of people who
are being killed and murdered in that
misadventure,

I am dismayed further, Mr. Speaker,
by reports, and I hope they are false,
reports of the fact that humanitarian
aid, food aid, medical assistance, are
being prevented from being delivered
to the poor victims of this terrible
tragedy.

I think it should be especially evi-'

dent to the people of Israel that there
is no way to kill an idea with bombs
and bullets and napalm. You cannot
kill an idea; you cannot kill a cause.

I would hope and pray that the
nation of Israel, in the humanitarian
tradition for which it has been known
for many years, would cease and desist

CONGRESSIONAL RECORD — HOUSE

from this terrible destruction and try

to solve these problems diplomatically.

POLITICAL EXPEDIENCY IN THE
WIND IN EL SALVADOR .
(Mr. LELAND asked and was given
permission to address the House for 1
minute and to revise and extend his
remarks.)
Mr. LELAND. Mr, Speaker, I heard

-two disturbing news reports this morn-

ing. CBS News says that 10 American
military personnel have been observed
in combat operations in El Salvador.
The State Department denies it. I

hope they are telling the truth. We-

have been down that path before—the
wrong country, the wrong ally, the

wrong intentions and a secretive at--

tempt to delude the American people.

I also heard this morning that the
Reagan administration is preparing to
indict 175 young men for failure to
register with Selective Service. I detect
the odor of political expediency in the
wind today. Their indictments, if they
are forthcoming, will be called a “nec-
essary example” to other young men.

I hope--those indictments are evi-

dence only of a broad concern for our-

national defense; that they have no
plans for these young men who have
registered. And I suggest that if they
truly do not have such plans, they will
be able to demonstrate that they do
not by assuring the American people
that we are not clandestinely involved
in military action in El Salvador and

- by proceeding with justice and com-

passion, rather than with political
righteousness, in the matter of those

175 young men who have . not regis-

tered.

o~

BAILOUT' OF SOUTHERN CALI-
"FORNIA SURFBOARD INDU.
TRY
(Mr. LUNGREN asked a.nd was giver

permission to address the House for 1

minute and to revise and extend his

remarks.)

Mr. LUNGREN M.r Speaker a little
later today, we are going to discuss
something that has been attached to
the housing bailout bill. :

Yesterday, a Member tried to have a
steel bailout amendment adopted.

I just ask: When we have so many
economic difficulties, where will this
simplistic approach end?

I have a small industry in my district
in which we build surfboards. I just
wonder if we ought not to do some-.
thing for them.

I have a very simple proposal: Buy

- 10 billion surfboards, hollow them out,

pour petroleum into them, seal them,
and then put them offshore. We will
then have a ﬂoating strategic petro-
leum reserve,

I hope all of my colleagues under-
stand how this is absolutely consistent
with the housing bailout and the steel
bailout. I certainly will await the calls
from your .offices as you jump on

_ bility of creating the nece
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board this very consistent and worthy
cause to help us get out of the difficul-
ties we have right now in the surfing
industry in southern California. -

OVERRIDING PRESIDENT'S VETO
- WORST THING FOR HOUSING
INDUSTRY

(Mr. COURTER asked and was
given permission to address the House
for 1 minute and to revise and extend
his remarks.) ]

Mr., COURTER. Mr. Speaker, some-
time later this morning, we are going-
to be given an opportunity to vote in -
favor or against sustaining the Presi-
dent's veto with regard to the urgent
supplemental. ‘

I urge my colleagues to perceive any
type of attempt to override the Presi-’
dent's veto as the best thing we can do_
for the housing industry. .

I think, very frankly, it is the worst -
thing we could do to the housing in-
dustry in the Northeast.

People are. talking about baflouts. I
think it i{s important to bail out con-
sumers. It is important to bail out the’
economy of this country.

We often talk about signals. After
failing to pass a sound budget various
times in this House we are thinking in
terms of overriding the President at a
time when he is attempting to impose
some measure of fiscal discipline—
something we are unwilling to do.’

What type of signal is an override
going to be to the financial markets?
What type of signal is'it going to be'to

taxpayers? What type of signal is it - .

going to be tothe savers of this coun-
try who are charged with the responsi-
ary capital

EDUCATIONAL OPPORTUNITY
AND EQUITY ACT OF 1982

arid extend
his remarks) - ’

Mr. GRADISON. Mr, Speaker. I
have long felt that it is essential for
this country to maintain- diversity,
competition, and freedom of choice in
our educational system. This belief
has led me to be a leading advocate of
tuition tax credits in each of the last
three Congresses. Today, I am reiter-

- ating my strong support for tuition

tax credit legislation by introducing
the Educational - Opportunity and
Equity Act of 1982, President Reagan’s
tuition tax credit proposal. ]

With the introduction of this bill, I
hope to rekindle the debate about this
important concept so that all the
issues are adequately aired and a path
paved for quick enactment of tuition
tax credit legislation. Of particular
concern to me is that the tax credits
do not go to parents who send their
children to schools which discriminate
on the basis of race. I look forward to
hearing the views of all interested par-




>
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tles and plan to study in detail just
how best to proceed in this complex
and difficult area.

Mr.  Speaker, I applaud the Presi-
dent for his vital work on this impor-
tant issue and I believe wholehearted-
ly that, with his leadership the success
that has eluded supporters of tuition
tax credits is not far off.

STATUS OF PROXMIRE AMEND-
MENT IF VETO IS SUSTAINED

(Mr. CONTE asked and was given
permission to address the House for 1
minute and to revise and extend his
remarks.) .

Mr. CONTE. Mr. Speaker, I have
been asked by many Members on our
side of the aisle if the President’s veto

on the urgent supplemental, which we.

should have up here shortly, is sus-
"tained, what is the status of the so-
called Proxmire amendment? -

I want to assure the Members of the
House it is no longer the Proxmire

" amendment. It is now the Whitten-
Conte amendment. It will be in the
new urgent supplemental bringing us

" back to the status quo with the $3,000
expense limitation.

Mr. LUNGREN, Mr, Speaker,
the gentleman yield?

Mr. CONTE. I yield to the gentle-
man from California.

Mr. LUNGREN. With this new

" urgent, urgent, urgent supplemental
you plan to bring before us, if we do
have a sustaining of the President's
veto, will this new urgent supplemen-
tal haye within it money for the Coast
Guard that was inadvertently left out
yesterday?

Mr. CONTE. Definitely. It will have
$48 million for the Coast Guard. .

Mr, LUNGREN. I thank the gentle-
man.

Mr. MYERS. Mr. Speaker, will the
gentleman yield?

Mr. CONTE. 1 yield to the gentle-
man from Indiana.

Mr. MYERS. Why do we not just go
ahead with this wurgent, urgent,
urgent—however many urgents I do

“not know—supplemental appropri-
ation bill? Why wait for the veto that
we know is coming?

Yesterday we came forth with what
we felt was a clean bill to expedite the
very important business of the Gov-

~ernment and the country. Why do we
not start right now and not wait for
the veto?

If it should be signed for some
reason, we have only wasted a little bit
of time but we can save a lot of time
by starting with the urgent appropri-
ation bill right this morning before
the veto gets here.

Mr. CONTE. Unfortunately, I have
no control over that.

Mr, MYERS. Who does?

PERSONAL EXPLANATION

(Mr. WEISS asked and was given
permission to address the House for 1

minute and to revise and extend his-

remarks.)

CONGRESSIONAL RECORD — HOUSE

Mr, WEISS. Mr. Speaker, I rise for a
personal explanation.

Yestersay I was absent and missed a
number of recorded votes. I was absent
for personal reasons. I was attending
the high school graduation exercises
of my son Stephen.

If I had been present, I would have
voted “yea” on all of the recorded
votes from 165 through 172, with the
exception of 170 which was a quorum
call :

I ask unanimous consent that this
statement be reflected in the perma-
nent printed Recorp at the appropri-
ate position after the vote on each of
the items.

The SPEAKER pro tempore. With-
out objection, the gentleman's state-
ment will appear in the RECORD,

NATIONAL NCO/PETTY OFFICER
WEEK ..

Ms. OAKAR. Mr., Speaker, 1 ask
unanimous consent that the Commit-
tee on Post Office and Civil Service be
discharged from further consideration
of the joint resolution (H.J. Res. 518)
to désignate the week commencing
with the fourth Monday in June 1982
as “National NCO/Petty Officer
Week,” and ask for its immediate con-
sideration in the House.

The Clerk read the title of the jomt
resolution.

The SPEAKER -pro tempore (Mr.
Moaxk1LEY). Is there objection to the re-
quest of the gentlewoman from Ohio?

Mr. SPENCE. Mr. Speaker, reserving
the right to object, and I shall not
object, but I take this time to explain
the resolution.

I am the principal sponsor. We have
225 consponsors. This resolution is bi-
partisan in nature. It sets aside next
week, of the 28th of June, to honor all
of our petty officers and noncomis-
sioned officers, past and present, who
mean so much to our military.

I ask that it be passed unanimously.

Mr. Speaker, I withdraw my reserva-
tion of objection.

The SPEAKER pro tempore. Is

there objection to the request of the
gentlewoman from Ohio?

There was no objection.

The Clerk read the joint resolution,
as follows: :

HJ. Res. 518

Whereas the noncommissioned officers
and petty officers of the Army, Air Force,
and Marine Corps and the petty officers of
the Navy and the Coast Guard have been
regarded as the backbone of the Armed

Forces of the United States for more than

two hundred years;

Whereas noncommissioned officers and
petty officers continue to be the recruiters,
trainers, and noncommissioned leaders of -
the men and women who join the Armed
Forces of the United States; .

Whereas the noncommissioned officers’
and petty officers’ spirit and devotion to
duty is epitomized in the long list of recipi-
ents of the Medal of Honor and other deco-
rations of personal valor;

Whereas noncommissioned officers and
petty officers have made great sacrifices
during their service to this Nation;

June 24, 1982

Wheresas the recent shortage of such offi-
cers serving on active duty has highlighted

their value to the Natlon and its mmtary_

forces; and

Whereas 1t s fitting and proper to recog-
nize the significant contributions made by
all noncommissioned officers and petty offi-
cers of . the Armed Forces of the United
States to the frecdom and defense of this
Nation: Now, therefore, be it

Resolved by the Senate and House of Rep-
resentatives of the Unitled States of America

in Congress assembled, That the week com- °

mencing with the fourth Monday in June
1982 is designated as “National NCO/Petty
Officer Week”, and the President is author-
ized and requested to issue a proclamation

calling upon the people of the United States .

and interested groups and organizations to
set aside that week to honor past and pres-
ent noncommissioned officers and petty of-
ficers of the Armed Forces of the United

- States in an appropriate manner. - .

The joint resolution was ordered to
be engrossed and read a third time,
was read a third time and passed, and
a r;xotion to reconsider was laid on the
table

O1100 -
GENERAL LEAVE

Ms. OAKAR. Mr. Speaker, 1 ask
unanimous consent that all Members
may have 5 legislative days in which to
revise and extend their remarks and to
include extraneous matter on the jomt
resolution just passed. .

The SPEAKER pro- tempore Is
there objection to the request of the
gentlewoman from Ohio?

There was no objection.

RECESS" ~

The SPEAKER pro fempore. Pursu-
ant to the order of the House of
Wednesday, June 23, 1982, the House
will stand in recess subject to the call
of the Chalir.

Accordingly (at 11 0 ‘clock a.m.) the '

House stood in recess subJect to the
ca.ll of the Chair

O 1145
AFTER RECESS .

The recess having expired, the.

House was called to order by the
Speaker at 11 oclock and 50 minutes
a.m. :

MESSAGE FROM THE
PRESIDENT . .
A message in writing from the Presi-
dent of the United States was commu-
nicated to the House by Mr, Saunders.
one of his secretaries.

FURTHER MESSAGE FROM ‘THE
SENATE

A further message from the Senate,

et ——

et e e e

by Mr. Sparrow, one of its clerk, an- -

nounced that the Senate disagrees to
the amendments of the House to the
bill (S. 2332) entitled “An act to
amend the Energy Policy and Conser-



ke,
.
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exile. The charge was the by-now-famillar
“ant{-Soviet agitation and propaganda,” this
time leveled as a result of memoirs that Mr.
Shukhevych had written about his previous
imprisonment.

While serving this latest term, Mr. Shuk-
hevych not only renounced his Soviet citi-
gzenship, he incurred the further wrath of
Soviet authorities by announcing in Janu-
ary 1979 that he had joined the Ukrainian
Helsinki Group.

What the Shukhevych case clearly dem-
onstrates is that three Soviet bosses—Stalin,
Khrurshchev and Brezhnev—{ailed to real-
fze that in trying to break this son-of.a
Ukrainian hero, they were actually creating
another hero—as staunch and courageous a
patriot and as unyieldingly principled as his
father, Young Shukhevych pecame yet an-
other boomerang, to use Valentyn Moroz's
words, thrown by the Soviet system. (““You
hurled a stone at every spark of life on the
Ukrainlan horizon and every stone became &

- boomerang: It returned and struck you!. ..
every act of repression will boomerang.”) -

What will happen in 1987 when Mr, Shuk-
hevych is due to complete his term of im-
prisonment and exile in anyone's guess. But
the Ukrainian community cannot wait until
then to see how the Kremlin leadership will
decide to treat this man who has followed in
his father's footsteps to become a human-
and national-rights defender in his cwm
right. .

We must act now on behalf of Yurly
Shukhevych who is at once our brother. the

TUITION T;A.X CREDITS—PROVID-
ING EDUCATION AND EQUITY

_HON. MARLO BIAGGI

OF NEW YORK - N
IN THE HOUSE OF REPRESENTATIVES

Thursday, June 24, 198

e Mr. BIAGGL . Speaker, today I
am pleased to join my colleague from
Ohio (Mr. GRrADISON) as an original
sponsor of the “The Educational Op-
portunity and Equity Act of 1982"—
simply put, an act to provide much-
needed and long-overdue tax relief to
parents of children ln nonpubljc
schools. -

"As a senior. member of the House
Education and Labor Committee, I
know that this issue is not new to this
body. It is one which has been exten-
sively discussed and debated—yet one
which has never become law. I believe
that this year, and in this session,
those of us who are advocates of tu-

ition tax credits, have cause for pro-.-

found optimism for we have a Presi-
dent and an administration which sup-
ports tuition tax credits for'parents of
children at elementary and secondary
educational levels. This support is an
acknowledgement of the pluralism
that exists in our educational system
today—a pluralism which has given us
strength and diversity as a pation.

President Reagan is to be commend- -

ed for his initiation of this bipartisan
legislative proposal. This tuition tax
credit legislation has been endorsed by

a host of organizations which have a .

" direct interest in fostering educational
opportunity and choice for our young
people. Groups as diverse as the U.S.

Catholic Conference?o the Knights of
Columbus to Agudath Israel have lent
their stamp of approval to this bill. I
belleve that Democrats and Republi-
cans—working together—will form an
important- coalition which will tran-
scend party lines and place us into pos-

ture which we all support—the best

possible education for our children.
Tuition tax credits wlll aJJow us to do
just that.

I fully reject the notion that this

legislation—or anything similar to it is .

a direct attack on our public schools in

CONGRESSIONAL RECORD — Extensions of Remarks
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tant first step in the deliberatlons on
this issue which awalit us. .

Mr. Speaker, I.commend all’ those
who have worked hard on this legisla-
tion and have brought u1s to this point.
For the benefit of my colleagues, I:-

.wish to insert an explanation of the

Gradison-Biaggi bipartisan tuition tax.

- credit bill and hope that they will Join !

this Nation. Clearly, we are justifiably .

‘proud of these schools which offer

free educational opportunity to all
children. As New York’s senior
member of the Education and Labor

Committee and a representative of the .

second largest school district in the
Nation—New York City—my. legisla-

tion record is second to none when it -

has come to advocacy for educational
programs for our public schools. Un-

derstanding that our Federal educa-

tion programs are primarily targeted

us.
The explanation follows.

EXPLANATION OF BIPARTISAN 'I‘Umon 'I‘Ax '
CREDIT Bxu. R

The Administration’s bill 'would allow an .
individusal taxpayer to take a credit against
income tax in an amount up to 50 percent of
the qualifying tuition expenses paid by the
taxpayer in a taxable year. Qualifying tu-
ftion expenses are expenses pald for tuition
and fees to send certain dependents under”
the sge of 20 full-time to private elementary  -- -
or secondary schools. Qualifying tuition ex-
penses do not include amounts paid for -
books, supplies, equipment, meals, lodging,’
transportation, or personal expenses, or for

" education below the first-grade level or

toward public schools, I have been an.

original cosponsor of such major pro-
grams as title I, vocational education,
handicapped education, ethnic heri-
tage studies—and a host of others. 1
have worked vigorously for adequate
ding for these programs and have
ained highly supportive of both

vide a modest tax break for parents
of children in private schools—parents
who have made, in many cases, large
financial sacrifices to send their chil-
dren to nonpublic schools. It is target-
ed to those families most in need—
those with income below $50,000—and
is phased out for those with incomes
between $50,000 and $75,000. The
amount of credit a taxpayer may claim
for each child in any taxable year Is
$100 for tax year 1983, $300 in 1984
and $500 for every tax yea.r 1985 a.nd
beyond. -

The myth that this legislatlon w111 :

only benefit rich families .must—and
can be dispelled. My own district in
the Bronx initiated a campaign in sup-
port of tax credits which resulted in
70,000 letters pouring into my office
from families who wanted this legisla-
tion . adopted. These families—and
their children—are almost all lower

and middle class working citizens—citi-

zens whose annual income is well
below $20,000 per year, It is high time
that we gave this family—the taxpayer
who makes the greatest sacrifices and
receives the smallest gains in return—
some modest return for their hard
work and financial sacrifice.

Mr. Speaker, I hope that our col-
leagues from both sides—Democrats
and Republicans alike, will join us in
this effort, We acknowledge that our
task will be difficult for no one can

‘remain blind to the economic situation

that we find ourselves in todasy. How-
ever, this legislation marks an impor-

above the twelfth-grade level.

The credit is allowed only for expenses !
paid with respect to students for whom the . .
taxpayer is allowed a dependency exemp- ]
tion and who bear any of the following.rela- 5
tionships to the taxpayer: children and de-- :
scendants; stepchildren; siblings, .step-. N
brothers, and stepsisters; nieces and neph- . i
ews; and members of the taxpayer's house- o
hold, other than the taxpayer's spouse,. . '
whose principal place of abode is the tax-: |
payer’s home., To be allowed a dependency ,’
exemption, the taxpayer must provide more :
than half of the student's support for the . i
calendar year in which the taxpayer’s year .
begins, and except for the taxpayer’s chil-”
dren and stepchildren, the student .must -

-have less gross income than the amou.nt. of ) ;
i

the exemption. .
The amount of the credit that. 1s a.nowa.ble -4
for the taxable year with respect to a stu-- X
dent is subject to two limits. First, the maxi-
mum amount of credit that may be claimed -
by the taxpayer for each student in any tax-

-able year is $100 for the taxpayer’s first tax-

able, year beginning on or after January i,
1983, $300 for the first taxable year begin-- . .
ning on or after January 1, 1884, and $500
for taxable years beginning on or after Jan--
uary 1, 1885. - .-

Second, the maximum amount of credit,
per student is reduced as the taxpayer’s ad-
justed gross income increases over $50,000
and is phased out entirely for taxpayers
with adjusted gross incomes of $75.000 and -
over. For their first taxable year beginning
or or after January 1, 1983, the $100 per
student maximum credit is reduced by .4
percent of the taxpayer’s adjusted gross-
income over $50,000; for the first taxable
year beginning after January 1, 1984, the
$300 per student maximum credit is reduced -
by 1.2 percent of the taxpayer's adjusted ,
gross Income over $50,000; and for taxable ’
years beginning on or after January 1, 1985,
the $500 per student maximum credit is re--
duced by 2.0 percent of the taxpayer's ad-

Jjusted gross income over $50,000. ~ -

The amount of tuition expense for which
a taxpayer is allowed a credit does not in- i
clude expenses that are paid by scholarships
and other educational aid that are not in.
cludable in the taxpayer's or in the stu-
dent’s income. If the scholarship is paid di-
rectly to the school and the school sends &
tuition bill to the taxpayer that is net of the
scholarship, the texpayer is not deemed to
have been paid the scholarship; the scholar-

S
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ship is excluded from the computation of

- tuition expense altogether.

A school with respect to which credits are

allowable must provide a full-time elemen-’

tary or secondary school program and must
be a private, not-for-profit, day or residen-
tial school.

In addition, the school must be exempt
from taxation under section 501(a) as an or-
ganization described in section 501(cX3).
Church-operated schools shall, pursuant to
sectfon 508(c), continue to be exempt from
the provisions of section 508(a) and (b). The
fact that credits are claimed for payments

* to a church-operated school shall not serve

&S a basis for imposing any new requ.lrement
on such schools in this regard. .

The bill contains strong provisions  to
ensure that no credits will be permitted for
amounts paid to schools that follow racially
discriminatory policies,

A tax credit cannot be clalmed unless the

school is 2 tax exempt organization under.

section 501(cX3). The bill also creates a new
layer of protections above and beyond the
501(cX3) requirement. In order for tuition
expenses to be eligible for the credit, the
school must annually file with the Secre-
tary a statement under the penalties of per-
jury that it hes not followed a racfally dis-
criminatory policy. In addition the Attorney
General of the United States, upon petition
by an individual who claims to have been
discriminated against by & school under a
racially discriminatory policy, may seek a
declaratory judgment in a United States dis-
trict court in which the school is located

_ that the school follows a racially discrimina- -
tory policy. If a final judgment is entered

that the school follows a racially discrimina-
tory policy, tuition tax credits are disal-
lowed for that year in which the complaint
is filed by the Attorney General and the two

"~ succeeding calendar years. The disallowance

does not take effect until all parties have
exhausted their rights to appeal the de-
claratory judgment, -

The proposal defines a. raclally discrimina-
tory policy as a policy under which a school
refuses, on sccount of race: to ‘admit appli-
cants &s students; to admit students to the
rights, privileges, programs and activities
generally made available to students by the
school; or to allow students to participate in
its scholarship, loan, athletic or other pro-
grams. A raclally discriminatory policy does
not include the failure by a school to pursue
or achieve any racial quota, proportion, or
representation among its students. :

The proposal is effective for tuition ex-
penses paid after December 31, 1982, in tax.

able years beginning after that date.@

THE BANK HOLDING COMPANY
DEREGULATION ACT OF 1982

HON. J. WILLIAM STANTON

OF OHI0 .
IN THE HOUSE OP REPRESENTATIVES

Thursday, June 24, 1982

@ Mr. STANTON of Ohio. Mr. Speak-
er, at the request of the administra-
tion, I am pleased to introduce the
Bank Holding Company Deregulation
Act of 1982. This legislation is de-
signed to provide a framework within
which banks, and eventually all de-
pository institutions, may participate
in the rapidly evolving market for fi-
nancial services.

Although most of the major banking
legislation enacted during the 1930's
remains In force, structural changes

CONGRESSIONAL RECORD — Extensions of Remarks

affecting the financial services indus-
try, have blurred the traditional statu-
tory distinctions amiong financial insti-
tutions. A convergence of economic,
social, technological, and political
forces is responsible for these changes,
and the process is {rreversible.

One of the most significant exam-
ples of the increasing degree of over-
lap among traditionally separate in-
dustries occurs between the banking
and securities industries. New products
and services developed by securities
firms have included money market
funds and cash management accounts
which have many bank-like features.
Securities firms and retail chains have
begun to offer some very attractive fi-
nancial services nationwide which
banks are not permitted to offer at all.
Banks, on the other hand, have in-

- creased their participation in the pri-

vate placement market, sponsored
closed-end investment compa.nles. and
announced plans to engage more ac-

tively in the brokerage of securities to

the general public,

As these activities increase, the need
to insure that such wundertakings
remain in the public’s best interest
will also grow. We need to insure that
no industry has significant regulatory
advantages over others and that a
proper legal structure is in place to fa-
cilitate the orderly evolution of the fi-
nancial services industry. -

The administration’s proposed legis-
lation will authorize banks to engage
in nondepository financial businesses,
such &s the underwriting of municipal
revenue bonds and the management of
commingled agency accounts, through
an affiliate of a bank holding compa-
ny. Since the enactment of the Bank
Holding Company Act of 1956, the
bank holding company has served as a
means of realizing the benefits which
result from increased competition
among financial institutions, while at
the same time allaying the concerns
surrounding the need for regulatory
equality and sound banking practices.

I wish to make several specific points-

with regard to my personal views on
this legislation. These views are based
on my 18 years of experience as &
member of the House Banking Com-
mittee, during which time I had the
opportunity to participate in the con-
sideration of the last major amend-

ments to the Bank Holding Company.

Act in 1970.

I believe that the policy of separat-"

ing banking from commerce, which is
embodied In the Glass-Steagall Act,
has been a sound one, Its purpose is to
insure that when commercial enter-
prises seek credit from banks, they can
get an objective determination, free of
the conflicts which would arise if
banks had to choose between funding
thelr own commercial activities and
those of their customers or if custom-
ers had to accept a«credit service In
order to avail themselves of a commer-
cial service. Still, while we have
worked diligently to separate banking
{rom commerce, we have not succeed-

ed in separating commerce from bank-
ing. A related set of issues arises be-
cause of the fact that banks are in-
sured depository institutions. There
are legitimate concerns that nonbank-
ing activitles might engender undue

- risk for the bank and that as insured

fnstitutions, banks might have an ad-
vantage over their uninsured competi-
tors. . .

however, given the recent develop-
ments in financial markets which I
have described, there is a case to be
made that the risk to the banking
system might be greater if banks are
not permitted to meet their competi-
tion from nonbanking financial insti.

tutions., The bank holding company -

device may be an appropriate mecha-
nism to provide whatever safeguards

"“are needed to place commercial banks .

and securities firms on a.n equal regu-
latory footing.
The bill which I am- lntroducing

"today at the request of the administra.
tion is identical to S. 2094, which was -

recently introduced in"the other body
by Chairman Garr. It represents the
administration’s views regarding the
conditions under which banks should
be permitted to conduct securities ac-

tivitles. My introduction of the bill is

not meant to constitute an endorse-
ment, but I do belleve that it deserves
serious consideration in a timely
manner. I am sure that members of
both the banking and securities indus-
tries will offer extensive comments
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and suggestions, and I look forward to .

- receiving these with an open mind.

The text of the Bank Holding Com-
pany Deregulation Act of 1982, as in-
troduced by Senator GarN on May 5,
1982, can be found on pages S4562-
$4565 of the CONGRESSIONAL RECORD Of
that date, and a section-by-section
analysis follows on pages S4565-S4568.

As I previously stated Mr. Speaker,
this* bill s being introduced out of
courtesy and at the request of the agd-
ministration. I personally would want
to see some major changes made in
this legislation that I will address at a
later time.o

THIS IS WHAT AMERICA IS ALL
A.BOUT :

- HON. GUY VANDER JAGT

OF MICHIGAN -
IN THE HOUSE OF REPRESENTATIVES °

" Thursday, June 24, 1982
¢ Mr,. VANDER JAGT. Mr. Speaker, a

few days ago a recent newspaper arti-

cle in the Muskegon Chronicle, Muske-
gon, Mich., was brought to my atten-
tion. The headline for the article was
entitled “Print Center Owner Prac-
tices ‘Volunteerism.’”

I just wanted to bring to the atten-

tion of all my colleagues an extremely

outstanding gesture and activity. by
Gene Logan, owner of the Sir Speedy
Printing Center In Muskegon. In ‘a
word, Mr. Speaker, Mr. Logan has vol-
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MEMORANDUM FOR ELIZABETH H. DOLE

THRU : DIANA LOZANO
FROM: MORTON C. BLACKWELL
SUBJECT: Tuition Tax Credit Bill Testimony

I understand that Buck Chapotin is scheduled to_givéhtestimony,,
before the Senate Finance Committee on Friday on our tuition
tax credit bill. This could be the source of serious problems.

You may recall that Chapotin gave us considerable grief in
the early stages of our coalition on tuition tax credits.
At first he insisted that we somehow incorporate in the
tuition tax credit bill the same prohibitions contained in
the Treasury Department's doomed tax exempt status bill.
Fortunately strong, explicit messages from Mr. Meese con-
vinced Chapotin-he did not have a veto power over the
President's tuition tax credit legislation.

The Treasury Department did, however, have people at our
marathon meeting when we drafted the bill. They were not
constructive influences. The drafting group developed a

bill which could be supported by all of the major supporters
of tuition tax credits. Throughout the process, Chapotin's
representatives threatened us that Chapotin would not testify
in behalf of any bill which did not have anti-discrimination
language '"'as strong as the Bob Jones bill".

Just last Friday Kevin Hopkins and I had a spirited conver-
sation with Greg Ballentine of Treasury Department over the
wording of our White House Issue Update on tuition tax
credits.

At issue in the conversation with Ballentine was whether or
not the Issue Update would include an explicit rejection of
the "tax expenditure" argument which is raised frequently by
Senator Kennedy and others.

The President has repeatedly, explicitly rejected the tax
expenditure argument to the effect that the government has a
prior claim to all personal income and that tax cuts or tax
credits are '"tax expenditures" of federal funds. Ballentine
said that Chapotin wanted the criticism of the tax expenditure
argument deleted from the Issue Update.



Because opponents of tuition tax credits will surely be
using this tax expenditure argument, I insisted that Admin-
istration spokesmen and other supporters of tuition tax
credits needed to have in the Issue Update a clear answer to
the tax expenditure argument. Finally, Kevin Hopkins and I
agreed to only minor modifications in the Issue Update text,
which Ballentine said he and Chapotin could then support.

You will recall my previous memorandum with respect to
Education Undersecretary Gary Jones' questionable role ‘on
tuition tax credits. I think it is absolutely vital that

any testimony coming out of the Administration on tuition

tax credits be cleared through the normal processes here at _
the White House. Otherwise, I consider it a certainty that
Chapotin, Gary Jones, or perhaps someone in the Justice
Department will give testimony so out of line with what the
tuition tax credit supporters expect that we will blow

apart our coalition.

Senator Dole may very well want to have someone to give
testimony on the antidiscrimination sections. In this case,
it is vital that such testimony be given by Jonathan Rose of
"the Justice Departmént Office of Policy Development or Brad
Reynolds of their Civil Rights DPivision, not by Ted Olson,
office of Legal Counsel. X™as uncooperative in both the
school prayer amendment drafting and the tuition tax credit
drafting. Bill Barr of OPD should clear all Administration
testimony on antidiscrimination language in this bill.

As you know, many Catholic and Protestant political activists
interested in tuition tax credits are wary. They suspect
officials of the Reagan Administration have put forward this
tuition tax credit bill as a ploy rather than as a serious
effort to enact legislation. At the U.S.C.C., particularly,
there are liberal staffers ready to leap at any opportunity
to charge the Administration with lack of good faith on this
issue.

We have a very strong coalition, most of which is actively
diverting resources to the tuition tax credit battle on the
strength of our representations to them. It would be foolish
in the extreme to allow any Administration spokesman to give
testimony on this important bill without fully clearing it
through our White House system.



. THE WHITE HOUSE
L WASHINGTON

In the memo of July 12, to Elizabeth
H. Dole on Tuition Tax Credit Bill
Testimony, please note the change
on page 2, paragraph 3. "Rose

was uncooperative ..." should read
"Olson was uncooperative..."
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EXECUTIVE OFFICE OF THE PRESIDENT
OFFICE OF MANAGEMENT AND BUDGET

July 13, 1982

LEGISLATIVE REFERRAL MEMORANDUM

TO: Legislative Liaison Officer

Department of Education
Department of Justice

SUBJECT: fTreasury draft testimony on S. 2673, the
Administration's tuition tax credit proposal --
for a Senate Finance Committee hearing on
Friday, July 16, 1982,

The Office of Management and Budget requests the views of
your agency on the above subject before advising on its
relationship to the program of the President, in accordance
with OMB Circular A-19.

A response to this request for your views is needed
no later than yednesday, July 14 - 2:00 p.m.

Questions should be referred to Barry White

(395-4532 ) or to Naomi Sweeney (395-3881 ),
the legislative analyst in this office.

—

e TS
armA D Lo

Naomi R. Sweeney. for
Assistant Director for
Legislative Reference

Enclosures

cc: Kgn Clarkson Larxry Kudlow _
ike Uhlmann/Bill Barr, OPD Mike McConnell/Mike Horowitz

Bob Carleson/Ann Fairbanks(OPD Mike Esposiio
Bernie Martin Greg Jones
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STATEMENT OF
THE HONORABLE JOHN E. CHAPOTON
ASSISTANT SECRETARY FOR TAX POLICY
BEFORE
THE SENATE COMMITTEE ON FINANCE
Mr. Chairman and Members of the Committee:

I am pleased to appear before you this morning in
support of S. 2673, which would provide an income tax credit
for 50 percent of certain elementary and secondary school
tuition expenses. The tax credit is intended to enhance

equality of educational opportunity for all Americans at the

elementary and secondary schools of their choice.

S. 2673 addresses an extremely important area of public
policy. The President has taken considerable personal
interest in its development. The Administration believes
that enactment of tuition tax credit legislation is essential
to maintain the excellence of the American educational system
and to protect the right of American parents to determine how

and where their children will be educated.

73
S. 2627 would establish a tuition tax credit system that
will fulfill this Administration's commitment to parental
responsibility, educational excellence, and fiscal and

administrative restraint. The bill will further the
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educational diversity that is the hallmark of our educational
system. It will make educational freedom of choice a reality
to more American families. It will target assistance on
those families that need it most. Finally, it will neither
‘interfere with the operation of private schools nor impose

costly administrative and regulatory burdens on them.

Equality of educational opportunity clearly requires
that a diverse range of schools -- public and private -- be
available to all American families, and that all American
families have the financial ability to permit meaningful.
freedom of choice among schools. We believe that parents
have a fundamental right, and responsibility, to direct the
education of their children in a way which best serves their
individual needs and aspirations. Moreover, we believe that
parental involvement in the decision-making process enhances

the quality of education provided.

" Private schools are essential td-fulfffiing our national
educational needs. They provide a healthy diversity of
approach, and are often a significant source of innovation
and experimentation. But private schools are expensive, and
inflation is making them more so. At the same time, higher
taxes caused by bracket creep are making it more difficult
for families to afford private education. Few federa}ly
funded programs exist to aid private elementary and secondary

school students. Establishing such programs would involve
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significant administrative costs and effort for the
government and families alike. Tuition tax credits offer a
simpler means to assist these students by permitting families
to spend the money that they have earned for the education

they themselves select.

Tax cred}ts are especially appropriate as a method of
assisting parents to educate their children at private
elementary and secondary schools. In this area, unlike
others I have discussed with this Committee in the pas}, tax
credits will not duplicate existing tax benefits or -
government spending. Tax credits for tuition expenses have
the additional advantage of providing the same dollar benefit

to all taxpayers. In contrast, a deduction would provide a

greater benefit for individuals in higher tax brackets.

S. 2673 would allow an individual taxpayer to take a
credit against income tax in an amount up to 50 percent of
the qualifying tuition expenses paid by ‘the taxpayer in a
taxable year. Qualifying tuition expenses are expenses paid
for tuition and fees to send certain dependents under the age
of 20 full-time to private elementary or secondary schools.
Qualifying tuition expenses do not include amounts paid for
books, supplies, equipment, meals, lodging, transportation,
or personal expenses, or for education below the first-grade

level or above the twelfth-~grade level.
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The credit is allowed only for expenses paid with
respect to students for whom the taxpayer is allowed a
dependency exemption and who bear any of the following
relationships to the taxpayer: children and descendants;

stepchildren; siblings, stepbrothers and stepsisters; nieces
and nephews; and members of the taxpayer's household, other
than the taxpayer's spouse, whose principal place of abode is
the taxpayer's home. To be allowed a dependency exemption,
the'taxpayer must provide more than half of the student's
support for the calendar year in which the taxpayer's year
begins, and except for the taxpayer's children and
stepchildren, the student must have less gross income than

the amount of the exemption.

The amount of the credit that is allowable for the
taxable year with respect to a student is subject to two
limits. Both limits ensure that tuition tax credits benefit
those families that most need assistance in making equal
education opportunity a reality. First, fgé max imumm amount
of credit that may be claimed by the taxpayer for each
student in any taxable year is $100 for the taxpayer's first
taxable year beginning on or after January 1, 1983, $300 for
the first taxable year beginning on or after January 1, 1984,
and $500 for taxable years beginning on or after January 1,
1985. This ceiling ensures that, beginning in 1985, parents

who send their children to private schools with tuition of

$1,000 or less per year will receive a credit for a full 50
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percent of tuition expenses. Parents who send their children
to more expensive schools will receive a credit for a lesser

~

percentage of tuition expenses.

The second feature of S. 2673 that l%mits the benefit of
tuition tax credits to less wealthy families is the phase-out
of the credit for higher-income families. The maximum amount
of credit per student is reduced as the taxpayer's adjusted
gross income increases over $50,000 and is phased out
entirely for taxpayers with adjusted gross incomes o§/$75,000
or over. For the first taxable year beginning on o; after
January 1, 1983, the $100 per student maximum credit is
reduced by .4 percent of the taxpayer's adjusted gross income
over $50,000; for the first taxable year beginning after
January 1, 1984, the $300 per student maximum credit is
reduced by 1.2 percent of the taxpayer's adjusted gross
income over $50,000; and for taxable years beginning on or
after January 1, 1985, the $500 per student maximum credit is
reduced by 2.0 percent of the tégﬁayé;TE adjusted gross

income over $50,000.

The amount of tuition expense for which a taxpayer is
allowed a credit does not include expenses that are paid by
scholarships and other educational aid that are not
includible in the taxpayer's or in the student's income. If
the scholarship is paid directly to the school and the school

sends a tuition bill to the taxpayer that is net of the
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scholarship, the taxpayer is not deemed to have been paid the
scholarship; the scholarship is excluded from the computation

of tuition expense altogether.

A school with respect to which credits are allowable
must provide a full-time elementary or secondary school
" program and must be a private, not-for-profit, day or

residential school.

In addition, the school must be exempt from taxation
under section 501(a) as an organization described in section
501(c)(3). Church~operated schools shall, pursuant to
section 508(c), continue to be exempt from the provisions of
section 508(a) and (b). The fact that credits are claimed
for payments to a church-operated school shall not serve as a
basis for imposing any new requirements on such schools in

this regard.

S. 2673 contains strong provisions to énsure—-that no
credits will be permitted for amounts paid to schools that
follow racially discriminatory policies. A racially
discriminatbry policy is a policy under which a school
refuses, on account of race: to admit applicants as
students; to admit students to the rights, privileges,
programs and activities generally made available to spudents
by the school; or to aliow students to participate in its

scholarship, loan, athletic or other programs. A racially
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discriminatory policy does not include the failure by a
school to pursue or achieve any racial guota, proportion, or

representation among its students.

Three anti-discrimination enforcement mechanisms have

been written into the bill.

First, a tax credit cannot be claimed unless the school
is a tax exempt organization under section 501(c)(3). Tax
exempt status is not available to a school that follows a

racially discriminatory policy.

Second, in order for tuition expenses to be eligible for
the credit, the school must annually file with the Secretary
a statement under the penalties of perjury that it has not

followed a racially discriminatory policy.

Finally, the Attorney General of the United States, upon
petition by an individual who claims to have been
discriminated against by a school under a racially
discriminatory policy, may seek a declaratory judgment in a
United States district court in the district in which the
school is located that the school follows a racially
discriminatory policy. If a final judgment is entered that
the school follows a racially discriminatory policy, tuition
tax credits are disallowed for the year in which the

complaint is filed by the Attorney General and the two
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succeeding calendar years. The disallowance takes effect
when all parties have exhausted their rights to appeal the

declaratory judgment.

- This Committee has expressed its concern that aid not be
provided to discriminatory schools. The triple enforcement
mechanism that I have described will prevent use of tuition
tax credits to pay exéénses at racially discriminatory
schools without interfering in the operation of private
schools and without subjecting private schools to costly

administrative burdens.

S. 2673 is a bill that provides substantive tax relief
to the families of nonpublic school students, that broadgns
and enriches educational opportunities, and that promotes
excellence in our schools. The bill recognizes the value of
our private schools, and will strengthen the right of parents
to decide the education of their children. The

Administration strongly supports S. 2673. -
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STATEMENT OF
THE HONORABLE JOHN E. CHAPOTON
ASSISTANT SECRETARY FOR TAX POLICY

BEFORE:
THE SENATE COMMITTEE ON FINANCE
Mr. Chairman and Members of the Committee:

I am pleased to appear before you this morning in

support of S. 2673, which would provide an income tax credi;

-

for 50 percent of certain elementary and secondary school

tuition expenses. The tax credit is intended t+g enhance

///////’“;;;;IIZ§>of educational opportunity for all Americans at the
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elementary and secondary schools of their choice.

S. 2673 addresses an extremely important area of public
policy. The President has taken considerable personal
interest in its development. The Administration believes
that enactment of tuition tax credit lééislgzion is essential
to maintain the excellence of the American educational system

~and to protect the right of American parents to determine how

and where their children will be educated.

73 :
S. 2627 would establish a tuition tax credit system that
will fulfill this Administration's commitment to parental
responsibility, educational excellence, and fiscal and

administrative restraint. The bill will further the
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educational diversity that is the hallmark of our educational
system. It will make educational freedom of choice a reality
to more American'families. It will target assistance on
those families that need it most. Finally, it will neither
interfere with the operation of private schools nor impose

costly administrative and regulatory burdens on them.

Equality of educational opportunity clearly requires
that a diverse range of schools -- public and private ~- be
available to all American families} and that all American
families have the financial ability to permit meaningful
freedom of choice among schools. We believe that parents
have a fundamental right, and responsibility, to direct the
education of their children in a way which best serves their
individual needs and aspirations. Moreover, we believe that

parental involvement in the decision-making process enhances

the quality of education provided.

" Private schools are essential to 'fulfilling our national
educational needs. They provide a healthy diversity of
approach, and are often a significant source of innovation
and experimentation. But private schools are expensive, and
inflation is making them more so. At the same time, higher

taxes caused by bracket creep are making it more difficult

for families to afford private education. ®ewfederaltry—
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The credit is allowed only for expenses paid with
respect to students for whom the taxpayer is allowed a
dependency exemption and who bear any of the following
relationships to the taxpayer: children and descendants;
stepchildren; siblings, stepbrothers and stepsisters; nieces
and nephews; and members of the taxpayer's household, other
" than the taxpayer's spouse, whose principal place of abode is
the taxpayer's home. To be allowed a dependency exemption,
the taxpayer must provide more than half of the student's
" support for the calendar year in which the taxpayer's year
begin;, and except for.the taxpayer's children and

stepchildren, the student must have less gross income than

the amount of the exemption.

The amount of the credit that is allowable for the
taxable year with respect to a student is subject to two
limits. Both limits ensure that tuition tax credits benefit»
those families that most need assistance in making egual
education opportunity a reality. First, the maximumm amount
of credit that may be claimed by the taxpayer for each
student in any taxable year is $100 for the taxpayer's first
taxable year beginning on or after January 1, 1983, $300 for
the first taxable year beginning on or after January 1, 1984,
and $500 for taxable years beginning on or after January 1,
1985. This ceiling ensures that, beginning in 1985, parents

who send their children to private schools with tuition of

$1,000 or less per year will receive a credit for a fullASO
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percent of tuition expenses. Parents who send their children

oot be LM b dem FYTHA
to more expensive schools wil 1 a credit for e—tesser
Cpert@ﬁfﬁ§€;§E tuition expenses.
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The second feature of S. 2673 that>$%m$£§/;he benefit of
tuition tax credits\;;wless wealthy families is the phase-out
of the creditsfor higher-income families. The maximum amount
of credit per student is reduced as the taxpayer's adjusted
gross income increases over $50,000 and is phased out
entirely for taxpayers with adjusted gross incomes of_§75,000
or over. For the first taxable year beginning on of/after
January 1, 1983, the $100 per student maximum credit is
reduced by .4 percent of the taxpayer's adjusted gross income
over $50,000; for the first taxable year beginning after
January 1, 1984, the $300 per student maximum credit is
reduced by 1.2 percent of the taxpayer's adjusted gross
income over $50,000; and for taxable'years beginning on or
after January 1, 1985, the $500 per student maximum credit is

reduced by 2.0 percent of the taiégyengwadjusted gross

income over $50,000.

The amount of tuition expense for which a taxpayer is
allowed a credit does not include expenses that are paid by
scholarships and other educational aid that are not
includible in the taxpayer's or in the student's incowe. If
the scholarship is paid directly to the school and the school

sends a tuition bill to the taxpayer that is net of the '
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scholarship, the taxpayer is not deemed to have been paid the

scholarship; the scholarship is excluded from the computation

of tuition expense altogether.

A school with respect to which credits are allowable
must provide a full-time elementary or secondary school
" program and must be a private, not-for-profit, day or

residential school.

In addition, the school must be exempt from taxation
under section 501(a) as an organization described in section
501(c)(3). Church-operated schools shall, pursuant to
section 508(c), continue to be exempt from the provisions of
section 508(a) and (b). The fact that credits ére claimed
for payments to a church-operated school shall not serve as a
basis for imposing any new requirements on such schools in

this regard.

S. 2673 contains strong provisions to ensurethat no
credits will be permitted for amounts paid to schools that
follow racially discriminatory policies. A racially
discriminatbry policy is a policy under which a school
refuses, on account of race: to admit applicants as
students; to admit students to the rights, privileges,
programs and activities generally made available to students
by the school; or to allow students to participate in its

scholarship, loan, athletic or other programs. A racially

-
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discriminatory policy does not include the failure by a
school to pursue or achieve any racial quota, proportion, or

representation among its students.

Three anti-discrimination enforcement mechanisms have

been written into the bill.

First, a tax credit cannot be claimed unless the jfﬁgpk/
Tax
~

is a tax exempt organization under section 501(c)({(3).
/
E schooiﬁthat follows—a-

Second, in order for tuition expenses to be eligible for
the credit, the school must annually file with the Secretary
a statement under the penalties of perjury that it has not

followed a racially discriminatory policy.

Finally, the Attorney General of the Uni;gd States, upon
petition by an individual who claims to have béem
discriminated against by a school under a racially
discriminatory policy, may seek a declaratory judgment in a
United States district court in the district in which the
school is located that the school follows a racially
discriminatory policy. If a final judgment is entered that
the school follows a racially discriminatory policy, tuition
tax credits are disallowed, for the year in which the

complaint is filed by the Attorney General and the two
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succeeding calendar years. The disallowance takes effect
when all parties have exhausted their rights to appeal the

declaratory judgment.

.This Committee has expressed its concern that aid not be
provided to discriminatory schools. The triple enforcement
" mechanism that I have described will pfevent use of tuition
tax credits to pay expenses at racia}ly discriminatory
schools without interfering in the operation of private
schools and without subjecting private séhools to costly

administrative burdens.

S. 2673 is a bill that provides substantive tax relief
to the families of nonpublic school students, that broadens
and enriches educational opportunities, and that promotes
excellence in our schools. The bill recognizes the value of
our private schools, and will strengthen the right of parents
to decide the education of their children. The

Administration strongly supports S. 2673.





