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. DISCUSSION DRAFT 

SeptembeL 21, 1982 

1 SECTION 1. SHORT TITLE. 

2 This Act may be cited as the ''Educational Opp0Ltu1ity 

3 and ~quity Act of 1982''. 

4 SEC. 2. CONGRESSIONAL FINDINGS AND PURPOSES. 

5 Ca> Findings.--The CongLess finds that it ls the policy 

6 of the United States to fosteL educational oppoLtunity, 

7 dlvecsity, and choice foe all Amecicans. TheLefoce, this Act 

8 cecognizes that--

9 (1) pluralism is one of the great strengths of 

10 American society, diversity in education is an important 

11 contributor to that plu~alism, and nonpublic schools play 

12 an indispensable cple in making that divecsity possible; 

13 (2) the existence and availability of alteLnatives to 

14 public education tend to stLengthen public education 

15 through competition and to improve the educational 

16 opportunities of all Amecicans; 

17 (3) Amecicans should have equal opportunities to 

18 choose between the education offecej by public schools 

19 and available in private educational systems and shoulj 

20 not be compelled because of · economic circumstances to 

21 accept education provided by government-created an1 

22 government-operated school systems, and to force such a 

23 selection is an unf aic and unjust discrimination against 

24 persons of lesser means; 

25 (4) increasing .numbers of American families ace 

26 unable to afford nonpublic school tuition in addition to 

27 the State and local taxes that go to support public 

28 schools, and tax relief foe nonpublic school tuition 

29 expenses is necessary if American families are to 

30 continue to have a meaningful choice between public anj 

31 private education at the elementary and secondary levels; 

32 (5) tax ~ellef in the form of tuition tax credits ls 
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1 the f aiLest way to extend a choice in education to a wide 

2 cange of individuals, tax Lelief in the foLm of tuition 

3 tax cLedits cLeates the least possible dangeL of 

4 lnteLfeLence in the lives of individuals and f arnilies 

5 consistent With achieving these ends, and tax Lelief in 

6 the foLm of tuition tax cLedits achieves these ends with 

7 a minimum of complexity so that those foL whom the tax 

8 Lelief is intended will be able to undeLstand and take 

9 advantage of it; 

10 (6) the tax Levenue loss occasioned by a tuition tax 

11 credit foL a child would be small compaLed to the cost to 

12 State and local taxpayeLs of educating the child at a 

13 public school; and 

14 (7) equality ~f educational oppoLtunity ls the policy 

15 of the United States, and the tax Lelief affOLded by this 

16 legislation should not be used to pLomote Lacial 

17 discLimination. 

19 enhance equality of educational opportunity, diveLsity, 

20 choice foe American / The CongLess finds that this Act will 

21 I expand oppoLtunities foL personal libeLty, diveLsity, and 

22 pluLalism that constitute important strengths of education in 

23 America. 

24 SEC. 3. CREDIT FOR TUITION EXPENSES. 

25 ca> In General.--subpart A of paLt IV of subchapteL A of 

26 chapter 1 of the InteLnal Revenue Code of 1954 <relating to 

27 credits allowable) ls amended by inseLting after section 44G 

28 the following new section: 

29 ''SEC. 44H. CREDIT FOR TUITION EXPENS ES. 

30 ''Ca) General Rule.--At the election of an individual, 

11 theLe shall be allowed as a credit against th e tax imposed by 

32 this chaptec foL the taxable yeaL an amount e qual to 50 

33 · percent of the qualified tuition expenses paid by such 

34 individual ducing the taxable yeac foe any qualified 



019720.315 
3 

1 dependent. 

2 ''(b) Limitations.--

3 ''(1) Maximum dollaL amount per qualified 

4 dependent.--

5 ''(A) In geneLal.--The amount of the cLedit 

6 allowable to the taxpayer under subsecti~n (a) with 

7 Lespect to any qualified dependent foe any taxable 

8 year shall n~t exceed the applicable amount. 

9 ''CB) Applicable amount.--For pucposes of this 

10 paragcap~, the term 'applicable amount' means the 

11 excess, if any, of--

12 "(i) $300, oveL 

13 ''(ii) 3 per-cent (6 per-cent in the case of a 

14 rnaLLied i~dividual who does not file a joint 

15 retucn) of the amount, if any, by which the 

1~ adjusted gross income of the taxpayer foe the 
' 

17 taxable year- exceeds ~40,000 ($20,000 in the case 

18 of such mar-Lied individual). ··- · , . . · ~~ .... · .. 

19 ''CC> Transitional cule.--FoL taxable years 

20 beginning after- December- 31, 1982, and befoce JanuaLy 

21 1, 1985, subparagraph (B) shall be applied--

22 '' (i) in taxable years beginning in 1983, by 

23 substituting--

24 "(I) '$100' for '$300'; 

25 '' c II) '1 per-cent' for- '3 per-cent', and 

26 '' CIII) . '2 percent' foe '6 per-cent', and 

27 ''(ii) in taxable years beginning in 1984, by 

28 substituting--

29 "(I) '$200' for '$300', 

30 '' (II> '2 per-cent' . for '3 percent' , and 

31 "C III) '4 percent' f oc '6 peLcent'. 

32 '' (2) credit not to exceed tax llability.--The credit 

33 allowed by subsection Ca> shall not exceed the tax 

34 lmpo_sed by this chapter for the taxable year-, reduced by 

• • -~~ . ""•!' ... !.·~ 
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1 the sum of the credits allowable under a section of this 

· 2 subpart having a lower number or letter designation than 

3 this section, other than credits allowable by sections 

4 

5 

6 

7 

8 

9 

10 

1 1 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

31, 39, and 43. 

~'(c) DisallJwance of Credited Expenses as 

deduction or credit shall be allowed under any other 

provision of law 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). 
c--

''(/\ credit Denied for Amounts Paid to Racially 

Discriminatory Institutions.--

''(1) Declaratory judgment entered.--

''(A) In general.--No credit shall be allowed 

under this se~tlon for any amount paid to an 

educational institution during iny taxable year if 

within the calendar year ending with or within such 

taxable year or in any preceding calendar year--

'•Ci) either--

••CI) a judgment has been entered by a 

jistrict court of the United States under 

section 7408 <regardless of whether such 

judgment is appealed) declaring that such 

educational · institutio~ follows a racially 

discriminatory policy, or 

~ ... :-.;:;:. ~ . 

25 •• CII) an order by any United States . , 
' tv h ; cA hf !'f3 +u-M J ,. n:::::J ..,._, ,,, <.s; 

26 Court of Appeals has been made Fequ~~~ 

27 district court to enter such a judgment, and 

28 ''(ii) no order described in section 7408 Cf) 

29 (2) with respect to such educational institution 

30 has been entered at any time subsequent to such 

31 

32 

33 •• (B) Reversals of declaratory judgments.--

34 ''Ci) In general.--A judgment or order 
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descLibed in subpacagLaph {A) Cl> enteLed in an 

acti~n bLought with Lespect to an educational 

institution CheLeinaftec in this clause LefeLLed 

to as the 'ociginal judgment OL ordeL') shall not 

be taken into account undeL subpaLagcaph CA> in 

any taxable yeac lf , anothec ocdec~hec than an 

OLde~ descLibed in section 7408 Cf> (2)) OL 

j~dgmen0 is subsequently enteLed in such action 

which--

''CI) ceveLses oL vacates the ociginal 

judgment OL oLdec OL m~difies the OLiginal 

judgment or oLdeL to neJate any declacation 

that such educational institution has 

f ollow_ed a cacially discc iminatocy policy, 

and 

'' CII) is final and no longer appealable. 

''Cll> WaiveL of limitations.--

Notwithstanding section 6511 Ca> or any othec 
. ! : . ~ ... :. - . 

peci~d of limitation oc lapse of time, a claim 

foe ccedit oc Lefund of overpayment of the tax 

imposed by this chapteL which arises by reason of 

this subparagraph may be filed by any person at 

any time within · the 1-yeaL peeled beginning on 

the date on which any judgment or order descLlbed 

in clause Cl> CI) becomes final and no longeL 

appealable. Sections 6511 (b) and 6514 shall not 

apply to any claim foL cLedit or cefund filed 

undec this pacagcaph within such 1-yeaL period. 

''CC) Stay of declaLatocy judgment.--

''(!) In geneLal.--Any judgment oc OLdeL 

descLibed in subpacagcaph CA) Cl> shall not be 

take~ into account under subparagLaph CA> foL any 

taxable year if such judgment or ordeL ls stayed 

as df the close of such taxable year. 

' • • , 11 .,. \ •:,: .: • .' :' .. _j,i,, . 
• l•'.'l;:·!~ .. I A' 

• _"; .. }~.;,,.,,;.1 t. ,,•/ . . . - .. 
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'' Cii) Removal of stay.--If a stay enterej 

against a judgment oc order described in 

subp3Lagraph CA) Ci) is vacated and such judgment 

or ordeL becomes final and no longeL appealable--

''CI) this subpacagcaph shall not apply 

with cespect to such judgment oL oLdeL f oL 

any taxable yeac pcecedlng the taxable year 

in which such stay is vacated, and 

'' CII) notwithstanding any otheL 

pLovision of this .title oc of any other law, 

the statutocy peciod foe the assessment of a 

deficiency attLibutable to the disallowance 

of any credit under this section by ceason of 

this ylause shall not expire before the date 

which. ls 3 yeacs after the date on which such 

stay ls removed. 

''(2) Required statements.--

''CA) Statements furnished by inst~~ut~ons to the ~ 

Seccetary.--No credit shall by allowed undec 

subsectiJn Ca> for amounts paid to an educational 

institution during a calendar year if, at the end of 

such calendar year, the educational institution has 

not filed with the SecLetary <in such manner and form 

as the Secretary shall by cegulation prescribe) a 

verified statement .which--

''Ci) declares that such institution has not 

followed a Lacially discriminatory policy during 

h calendar year; 

''(ii) indicates whether--

''(I) a declacatory judgment has been 

entered against such institution in an action 

bcought under section 7408; and 

''(II) an order described in section 7408 

Cf) (2) has been entered in such action; and 

· '!--,: ·-· 



019720.315 

1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

7 

''(iii) attests that su:h institution has 

complied with the cequlcements of subsection ~ 
(3) CD> duLing such calendaL yeaL. 

''CB) Statements fuLnished to taxpayeLs.--~n oc 

befoLe J3nuaLy 31 of the calendar yeac succeeding the 

calendaL yeaL to which the stat2ment descLibed in 

subparagLaph CA) relates, the institution shall 

fuLnish 3 copy of such statement to all persons who 

paid tuition expenses to the institution in the 

calendar year to which such statement relates. 

''CC) Statements furnished by taxpayers to the 

Secretary.-- No credit shall be allowed to a taxpayeL 

undeL subsection Ca) for amounts paid to an 

educational l~titution during i calendar year lf the 

taxpayeL does not attach to the return on which the 

taxpayer claims the cLedit the statement described ln 

subpaLagcaph (A) which ls furnished by such 

institution for the calendaL year ending with DL 

19 within tne taxable year of the taxpayeL. 

20 ''(3) Enforcement responsibllity.--The AttoLney 

21 General shall have exclusive authoLity under this 

22 subsection to investigate and to determine whether an 

23 educational institution ls following a racially 

24 discriminatory policy. 

25 ''(4) Ra~ially discriminatory policy.--For puLposes 

26 of this subsection--

27 ''CA> In geneLal.--An educational institution 

28 follows a racially discriminatory policy if such 

29 institution refuses, on the basis of rac:, to--

30 ''Ci> admit applicants as students; 

31 ''(ii) admit students to the rights, 

32 privileges, pLogLams, and activities geneLally 

33 made available to students by the educational 

34 institution; or 

' · ... 

"~ ... .::;: - . 
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''(iii) allow students to participate in its 

''CB) Quotas, etc.--The term 'racially 

discriminatoLy policy• shall not include failure of 

such institution to puLsue OL achieve any racial 

body. 

''(C) Race.--The teLm 'Lace' shall include color 

or national OLigin. 

··c~> Definitions.--For puLposes of this section-­

~~ ''(1) Qu3llfied tuition expenses.--The teem 

'qualified tuition expenses' means the excess of--

''CA) the amount of tuition expenses paid by the 

taxpayer duril]-Q the taxable yeaL to any eligible 

educational institution for any qualified dependent 

of such taxpayeL, over 

''CB) any scholarship or financial assistance 

paid ducing such taxable yeaL to such qualified 

19 dependent OL to .the taxpayec with cespect to such 

20 · · qualified dependent. 

21 ''(2) Qu3lified dependent.--The teLm 'qualified 

22 dependent' means any lndividual--

23 ''CA) . who ls a dependent of the taxpayec Cothec 

24 than an individual descLibed in paragLaph (4), (5), 

25 (7), OL (8) of section 152 (a)), 

26 •• (B) who has not attained 20 years of age at the 

27 close of the taxable yeaL, and 

28 •• (C) with Lespect to whom 3 deduction under 

29 section 151 is allowable to the taxpayer for the 

30 taxable year. 

31 ''(3) Eligible educational institution.--The term 

32 'eligible educational institution' means an educational 

33 institution--

34 ••CA> which provides a full-time program of 
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elementa~y or secondary education; 

pcofit, jay or cesidential school; 

''CC) which is exempt fLom taxation under section 

501(a) as an ocganization desccibed in section 

501(c)(3), including chucch-opeLated schools to which 

subsections (a) and (b) of section 508 do not 3pply; 

''CD) which includes in its by-laws, 

advectisements, admission application focms and otheL 

such publications, if any, a statement Cin sue~ focm 

and manneL as the Seccetacy may by Legulations 

pcesc~ibe) that it does not dis=riminate against 

student applicants OL students on the basis of Lace; 

''CE) which does not have an admissions policy 

that discLiminates against handicapped childcen; and 

''CF) attendance at which satisfies the 

Lequicements of any law of the State in which--

''Ci) such institution is located, oc 

19 ''(ii) the qualified dependent of the 

20 taxpayec Lesides, 

21 which requices childLen to attend school. 

22 ''(4) Ad~issions policy which discricilnates against 

23 handicapped children.-- · 

24 ''(A) In genecal.--An educational institution has 

25 an admissions policy which discriminates against 

26 handicapped childLen if such institution cefuses to 

21 admit othecwlse qualified applicants solely on the 

28 basis of theic handicap. 

29 '' (B) Inability to meet special needs.--An 

30 educational institution which denies admission to any 

31 handicapped child shall not be treated as . having an 

32 admissions policy which discLlminates against 

33 handicapped childLen if such admission is denied 

34 because ·such institution does not ~,e the 

. . ;{~v ~~ 
special 

'. 
~ l'"' .... ~·: .. ~~f,:- .... ~ '~ ....... .,._ -
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facilities OL pcogcams oL specially qualified 

pecsonnel to adequately child 1 s 

handicap. 

'' (C) Handicapped childLen.--The teem 

'handicapped childcen' has the same meaning given 

such teL~ by section 602 (1) of the Education ~f the 

Handicapped Act. 

''(5) Tuition expenses.--

''(A) In genecal.--The teem 'tuition expenses' 

means tuition and fees paid foe the full-time 

enLollment oc attendance of a student at an 

educatlo~al institution, including Lequieed fees foe 

coucses. 

''(B) ceetpin expenses excluded.--The teem 

'tuition expenses 1 does not include any amount paid 

foe--

''(i) books, supplies, and equipment foe 

coucses of insteuction at the educational 

institution; 

20 ''(ii) meals, lodging, tcanspoetation, oc 

21 peLsonal living expenses; 

22 ''(iii) education below the fiest-geade 

23 level; oe 

24 ••(iv) education above the twelfth-geade 

25 level. 

26 •• (6) Scholaeshlp OL financial lsslstance.--The teem 

27 'scholacship oc financial assistance' means--

28 ••(A) a scholaLshlp oc fellowship gLant (within 

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

30 lncludible ln gcoss income undec section 117; 

31 ••CB> an educational assistance allowance undee 

32 chapteL 32, 34, oc 35 of title 38, United States 

33 Code; oc 

34 ••ct> othec financial assistance which--
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1 ··ci> ls foL educational expenses, OL 

2 attLibutable to attendance ~t an educational 

3 institution, and 

4 ••cfl) ls exempt fLom · lncome taxation by any 

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

6 bequest, devise, OL lnheLltance within the 

7 meaning of section 102(a)). 

8 Election.--The election pLovided undeL subse~tion 

9 (a) shall be made at such time and in such manner as the 

11 Cb> DisclosuLe of Information to Attorney General.--

12 Subsection (h) of section 6103 of such Code <relating to 

13 disclosure to certain Federal officers and employees for tax 

14 administration purpose?) ls amended by adding at the end 

15 thereof the following new paragraph: 

16 •• (6) ce~taln investigations anj proceedings 

17 Legardlng racially discrlminatoLy pollcles.--Upon the 

18 

19 

20 

21 

22 

23 

24 

25 

26 

27 

28 

29 

30 

31 

32 

33 

34 

request of the Attorney GeneLai oL the secretary's own 

motion, the Secretary shall disclose any Leturn or Leturn 

lnf ormation which ls Lelevant to--

••cA> any investigation conducted by the Attorney 
c,~ 

General undeL section 44H < ~ with regard to whether 

an educational institution ls following a racially 

discriminatory policy <within the meaning of section 
v . 

4 4 H ( ~) C 4 ) ) , or 

••cs> any proceeding which may be brought undeL 

section 7408, 

to any off iceL or employee of the Department of Justice 

who ls diLectly and personally involved in such 

investigation or ln preparation foL such a pLoceedlng.''. 

(c) ConfoLming Amendment.--

(1) The table of sections for subpart A of part IV of 

subchapter A of chapter 1 of such Code is amended by 

inserting after the item relating to section 44G the 

~~: :~ ·- . 
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1 following: 

''Sec. 44H. Tuition expenses.··. 

2 (2) Section 6504 of such Code Cr-elating to ccoss 

3 cefecences with cespect to peciods of limitation> ls 

4 amended by adding a new pacagcaph (12) at the end 

5 ther-eof: 

''(12) Dlsallowance of tuition tax ccedits because 
of a declacator-y judgment that a school follows a 
r-acially jisccimlnatocy policy, see section 44H(d).''. 

6 SEC. 4. DECLARATJRY JUDGMENT PROCEEDING. 

7 Ca) In Gener-al.--Subchaptec A of chapter- 76 of the 

8 Inter-nal Revenue Code of 1954 Cr-elating to judicial 

9 pcoceedlngs) is 3mended by r-edesignating section 7408 as 

10 section 7409 and by inser-tlng after- section 7407 the 

11 following new se=tlon:_ 

12 ''SEC. 7408. DECLARATORY JUDGMENT RELATING TO RACIALLY 

13 DISCRIMINATORY POLICIES OF SCHOOLS. 

14 ''Ca) In Gener-al.--Upon filing of an appcopciate pleading 

15 by the Attocney ~enecal under- subs~ction Cb), the district 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

26 

27 

28 

29 

30 

31 

court of the United states foe the district in which an 

educational institution is located may make a declacatlon 

with cespect to whether such institution follows a cacially 

discr-iminator-y policy. Any such declacatlon shall have the 

for-ce and effect of a final · judgment of the district couct 

and shall be ceviewable as such. 
. fl e--J~ n 

' ' Cb> F illng of -~..t-:l-0 .... --

''(1) In genecal.--The Attor-ney Gener-al ls authoclzed 

and directed to seek a declacator-y judgment under-

subsection Ca> against any educational institution upon--

••CA> ceceipt by the Attocney Gener-al within the 

pcevlous 1-yeac peeled of any allegation of 

dlscclmi~ation against such institution, and 

''CB) a finding by the Attor-ney Gener-al of good 

cause. 

''{2) Allegation of discr-lmination.--Foc purposes of 

.~ 
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1 this section, the term 'allegation of dlscriminatiJn' 

2 means an allegation made in wrltinJ by any person which 

3 alleges with specificity that--

4 "(A) a 

5 

6 discriml1ate~ against a named student applicant or 

7 student within one year preceding the date on which 

8 such allegation is made to the Attorney General, or 

9 

:: ~ 
12 . 

''CB) the educational institution made a 
C~t '4Htb1 ~ Ctcf1° 1 

~, . within one year preceding such date, 
..Q. 

discriml1atory policy. 

13 ''(3) Notice of allegations of discrimlnation.--Upon 

14 receipt of any all..egation of dlscri~inatlon made against 

15 an educational institution, the Attorney General shall 

16 promptly give written notice of such allegation to such 

17 institution. 

18 · ''{4) Opportunity to comment.--Before any action may 

19 be filed against an educational institution by the 

20 Attorney General under subsection Ca), the Attorne~ 

21 General shall give the institution a fair opportunity to 

22 comment on all allegations made against it and to show 

23 that the alleged racially discrirnin3tory policy does not 

24 exist or has been abandoned. 

25 ''CS) Notice to complainant.--If an allegation of 

26 discrimination a~alnst an educatlon31 institution ls made 

21 to the Attorney Genecal and the Attorney General declines 

28 to bring an action under subsection Ca> against such 

29 institution, the Attorney General shall promptly give to 

30 the person who made such allegation all information upon 

31 which the Attorney General based the decision not to 

32 bring such a1 actl~n. 

33 ''Cc) RequiLernents for a Finding of Following a Racially 

34 DiscrirniDatory P~licy.--A distLict couct may declaLe that an 

·.' 
:.1 ,,,' .... '.') ' ,. . , _.,,,: '~ ~ ~tfrlJ.\r:F ". ·,. ~. fj::1~~~E\.~ ,_ .. . .. ~~t. • .,. • • 

" ~ f'4 ,.. •• 

.~-i~~,~~J 

./ 
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1 educational institution .follows a racially discriminat~ry 

2 policy in an action brought under subsection (a) only if the 

3 Attorney General establishes in such a=tion that--

4 •• (1) the institution has, putsuant to such policy, 

5 taken an action discriminating against a student 

6 applicant or student within the two years preceding 

7 commencement of such action; 

B •• (2) the institution has, within the two years 

9 preceding coTimencement of such action, made a statement 

10 communicating an intent to follow a racially 

11 discriminatory policy against student applicants or 

12 students; or 

13 '' (3) the institution has engaged in a pattern of 

14 conduct intended t~ implement a racially discriminatory 

15 policy, and that some act ln furtherance of this pattern 

16 of conduct was committed within two years precedin~ 

17 

18 

19 

commencement of such action. 

''Cd> settleTients.--

''(1) In general.--Prior to, and in lieu of, filing 

20 an action under subsection Ca), the Attorney General may, 

21 at his discretion, enter into a settlement agreement with 

22 the educational institution against which an allegation 

23 of discrimination has been made if the Attorney General 

24 finds that the institution has been acting in good faith 

25 and has abandoned its racially discriminatory policy. 

26 ''(2) Violation of settlement agreement.--If the 

27 Attorney General has entered into a settlement agreement 

28 with an educational institution under paragraph (1) and 

29 the Attorney General finds that su=h institution ls in 

30 violation of such agreement, the Attorney General may--

31 ••(A) notwithstanding subsection Cb) (1) (A), 

32 bring an action under subsection (a) without having 

33 received any allegation of discrimination against 

34 $UCh institution, or 



019720.315 
15 

2 such agreement.··. 

3 ''Ce) Retention of Jurisdiction.-~Any district court 

4 which makes a declaration under subsection (a) that an 

5 educational institution follows a racially discrimlnat~ry 

6 policy shall ret3in jurisdiction of such case. 

7 ''Cf) Discontinuance of Racially Discriminatory Polley.--

8 '• C 1) Motion.--

9 ''(A) In general.--At any time after the date 

10 which is 1 year after the date on which a judgment is 

11 entered in an action brought under subsection Ca> 

12 declaring that an educational institution follows a 

13 racially discriminatory policy, such institution nay 

14 file with the District court a motion to modify such 

15 judgment to include a declaration that such 

16 institution no longer follows a racially 

17 discriminatory policy. 

18 

19 

20 

21 

22 

23 

24 

25 

26 

27 

28 

29 

30 

31 

32 

33 

34 

''CB> Affidavits.--Any motion filed under 

subparagraph CA> shall contain affidavits--

''Ci) describing with specificity the ways in 

which the educational institution has changed its 

previous racially discrimin1tory policy; 

••{ii) describing with specificity the ways 

in which such institution has taken reasonable 

steps to communicate its policy of 

nondiscrimination to students, to faculty, and to 

school administrators, and to the public i~ the 

area it serves; 

••(ill) averring that such institution has 

not discriminated against an applicant or student 

pursuant to a racially discriminatory policy 

during the preceding year; and 

••{iv) averring that su:h institution has 

compiled with the requirements of section 44H Ce> 

t ·, r 

,. . ... '~ .. . .. 

··- · • '°!"1.' .• ~ • 
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1 {3) CD). 

· 2 ''{2) Orjer.--If a motion ls m3je under paragraph 

3 (1), the district court shall issue an order modifying 

4 the judgment entered in the action to include a 

5 declaration that the educational institution no longer 

6 follows a discriminatory policy unless the Attorney 

7 General establishes that--

8 ''CA) the institution has not in fact stopped 

9 following its previous discriminatory policy; 

10 ''CB) the institution has discriminated against 

11 an applicant or student pursuant to a racially 

12 discriminatory policy within the preceding year; 

13 ''(C) the institution has made statenents within 

14 the preceding_~ear communicating an intent to follow 

15 a racially discriminatory policy; or 

16 ''CD) the institution has not, in fact, complied 

17 with the publication requirements of clauses Cii) anj 

18 Civ> of paragraph {1) CB>. 

19 '' {3) Appeal of orders.--Any order of the ~!strict 

20 court granting or denying a motion made under paragraph 

21 (1) shall be reviewable. 

22 ''(g) Attorneys Fees.--If an educational institution 

23 prevails in an a~tion under this section, the court may award 

24 the institution costs and reasonable attorney's fees in such 

25 action. 

26 ''Ch> Racially Discriminatory Policy.--For purposes of 

27 this section, the term 'racially discrinlnatory policy• has 
0 

28 the meaning given to such term by section 44H yt > (4).''. 

29 ''Ci) Report.--Within 90 days of the close of each 

30 calendar year, the Attorney General sh3ll submit a rep~rt to · 

31 the congress concerning the disposition during such calendar 

32 year- of--

33 ''(1) any allegations of discrininatlons received by 

34 the AttoLney General, and 
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1 •• (2} anv actions bLought undeL this section.''. 

2 (b} ConfoLming Amendment.--The table of sections foL 

3 subchapteL A of ~haptec 76 of such Code Ccelating to civil 

4 actions by the United states) ls amended by stLlking out the 

5 ltem·Lelating to section 7408 and insecting in lieu theceof: 

••se~. 7408. DeclaLatoLy judgment Lelatlng to 
Laclally dlscLiminatoLy policies of 
schools. 

••sec. 74 0 9. CLoss LefeLences.''. 

6 SEC. 5. TAX CREDITS ARE NOT FEDERAL f.INANCIAL ASSISTA NCE. 

7 Tax ccedits claimed undec section 44H of the InteLnal 

8 Revenue Code of 1954 shall not constitute Fedecal financial 

9 assistance to educational institutions oc to the cecipients 

10 of such cLedits. 

11 SEC. 6. EFFECTIVE DATE; SPECIAL RULE • 
. 

12 (a) CeLtification-RequiLed.--The amendments made by this 

13 Act shall not ta~e effect until the Attocney Genecal 

15 to--

16 (1} an A~t OL joint Lesolution which has been 

17 enacted, oc 

18 (2) a final decision of the United States Supceme 

20 the InteLnal Revenue Code of 1954 pLohi)its the gLantlng of 

21 tax exemption undeL section 501 Cc> (3) to PLivate 

22 educational institutions maintaining a cacially 

23 discclmlnatoLy policy OL pLactice as to students. 

24 (b) Application When Cectif icatlon ls Made.--If the 

25 cectification descLlbed in subsection (a} is made to the 

27 (1) the 3mendments made by section 3 shall apply with 

28 Lespect to expendltuLes made afteL July 31, 1983, in 

29 taxable yeaLs beginning afteL DecernbeL 31, 1982, and 

30 (2) the amendments made by section 4 shall take 

31 effect on the date on which such ceLtlflcation is made to 
-

32 the secLetaLy of the Tcea~ucy. 

. 
, ' ' \'·'· 

I '_.. • 
't'llj:.,1J:., .... ... 

~ :'. . "!••.'. - . 
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1 <c> Estimated Income Tax and Wage Withholdlng.--

2 (1) Esti~ated income tax.--Any ccedit allowable to 

3 any taxpayec undec section 44H of the Inte~nal Revenue 

4 Code of 1954 shall not be taken into account undec 

5 section 6015 (d) in detecmlning the estlmatej tax Jf such 

6 taxpayeL f oc any taxable yeac beginning aftec Decembec 

7 31, 1982 and befoLe JanuaL~ 1, 1984. 

8 (2) Wage wlthholding.--Any CLedit allowable undec 

9 section 44H Jf such Code shall not be taken into account 

10 in detecmining the numbec of withholding exemptions to 

11 which any taxpayec ls entitled undec section 3402 of such 

12 Code with Lespect to cemunecation paid aftec Decembec 31, 

13 1982 and befJce JanuaLy _1, 1984. 
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II. EXPLANATION OF THE BILL 

A. Present Law 

Tax benefits for educational expenses 

Special rule for claiming dependency exemption for a child 
who is a student 

In certain cases, taxpayers are entitled to a personal exemption 
for a dependent, which they otherwise could not claim, because the 
dependent is a student. Generally, a taxpayer may claim. a Sl,000 
personal exemption deduction for each dependent who has less 
than $1,000 gross income for a taxable year. However, the gross 
income limitation does not apply if the dependent is the taxpayer's 
child and is under the age of 19 or is a student (Code sec. 151). 

Income tax exclusion for scholan;hips and fellowships 
Individuals generally may exclude from income amounts re­

ceived as scholarships and fellowships (Code sec. il7). The exclu­
sion also covers incidental amounts received to cover expenses for 
travel, research, clt:rical help, and equipment when they are ex­
pended for these purposes. The exclusion for schoiarships and fel­
lowship grants is restricted to educational grants by re!2tively dis­
interested granters who do not require any significant considera­
tion (e.g., promises of future services ) from the recipient, except in 
the case of certain Federal grants. Similarly, where an educational 
institution allows delayed payment of tuition, the Internal Reve!l:.ie 
Service regards tuition postponement to be a loan and, therefore, 
not includible as income to the student (Rev. Rul. 72-2, 1972-1 C.B. 
19). 

n general, an amount that is...,received by an individual as a 
gr t under Federal'··program, \V· ich would be excludible from 
gr~ss~come b or the'faft that t. indi\ri.Q_ual rec'ip~~ni'•~ re-
qum~~ ~rf orm e se~c: as a Fe e,l ~loyee, ·rs.. exCiud-
ible if the mdividual e abli~h~-that it was used'for tuitwn and 
lated-&X:~S.-~~--~~~------~~--~--~----

Ded uc tion for ''job-related" educational expenses 
Education exper..ses which qualify as trade or business expenses 

under Code section 162 may be deducted. Expenditures made by an 
individual for his own ·education generally are deductible if they 
are for education which (1) maintains or improves skills required 
by the individual's employment or other trade or business or l2) 
meets the express requirements of the individual's employer or the 
requirements of applicable law or regulations imposed as . a condi­
tion to the retention by the individual of an established employ­
ment relationship, status, or rate of compensation (Treas. Reg. sec. 

(3) 
, .. 
f 

! 
t 

! 
\ 
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1.162-5(a,)). These types of education commonly are called "job-re­
lated" education. 

Income tax exclusion for amounts received under educational 
assi.stance programs 

For taxable years beginning after December 31, 1978, and before 
December 31, 1983, amounts paid by an empioyer for an employee's 
educational expenses may be excluded from the employee's income 
if paid pursuant to a qualified educational assistance program 
(Code sec. 127). A qualified educational assistance program must be 
a separate written plan· of an employer for the exclus~ve benefit of 
employees. The plan also must meet requirements with respect to 
nondiscrimination in contributions or benefits and in eligibility for . 
enrollment, but it need not be funded or approved in advance by 
the Internal Revenue Service. · For a program to qualify, the em­
ployees must be given adequate notification and must not be able 
to choose taxable benefits in lieu of the educational assistance. 

Benefits which may be provided under the program include tu­
ition, fees, and similar payments, books, supplies, and equipment. 
Covered studies need not be res cte to courses which a:re job-re­
lated or part of a degree progr .1 wever. an employee claiming 
an exclusion under this sectiefn m not claim any other deduction 
or credit (e.g., a Code sec. 162 eduction for job-related education) 
with respect to any excludible benefits. 

1 
Ta:c-exemp.t bonds for stu en oans , 

p sent ~aw p~~~des an exeI?pti~~.io~ fo.r the int~re~t 
\ on boh.ds (''quahfied\~-~trrpi'llnding bonds ') issued b_Lcertam 

\ 
l 

r 
I 

t 
!. 

\private~,9.n=-profitCOr)lorations t_<?_ fi finnananc.cee ~coll a · nflOan pro- . 
grams-(Code secs. i03(a\2) and (e~ , ,. . . \_ \ !j 

. '·""\A qualifi\d scholarsh£R_fl.H'rd:tfig bond iS. an obligation "oh_ a non- -. ~ 
pr~.fi~ corpora!i-~~aruze~ by, or request~q_ to '.let by, a State_~ a ·\ ;· ~ () 
pohti~~.L-sttb"d~1s1on of a \State (or_ a . .e l:.{mted \ ~ 
States), solely.~ acqmre _ .. studene'Wan note~incurred under the 

... ' ;·~ighe\ E3,~~ation,,Act"of 1965\The entire i.ncorrle.9~!P-?ra- ' · 
tic:i .(after payment of expen~.e:> . ~.n.d...p~o!i7o\ de~t . s~rv1.~~V~-_.J. 
qu1remen~s) must a'Ccrue· to· the '&"ate or political _subd1Vlsion, or ~e / ; 
required to be used to)mrchase adCii~ional student loan notes. 

Other tax provi.sions of benefit to education t 
I 

0 
· Some provisions that · benefit education, in general, and some- ; 

C: --1Lmes students, in particular, include the exclusion from income ofk\._ ' ~, \ \ 
' girts (Code sec. 102), which may comprise a large portion of a stu- · Ln~' \~~ ~ 

dent's support, and the charitable c~m t rihmio.n...d.edu.cti.an.JC..Qg_~L$.~C.. _ _ • 
17.0), yvhich allows a d~~uction for,(contributionsffeeau~atfonarm~("·~~ ~-...);.\~\ ~ \ 
stitutions. Other proV1s1ons, such as the exclus10n of interest on \. ,;. ~~'f'- , <'. 
State and municipal bonds (Code sec. 103) and the deduction for '=' 1.'''''f\\;.r.. 
State and local taxes (Code sec. 1G4) indirectly assist publicly-sup-
ported educational institutims by easing the financial burden on 
State and local government:c/ - !. ,><____ 

1 Generally, however, no exclusion is permitted for educational assistance furnished for 
cow-,,es invo!vu1g sµorts . games. or hobbies .. 
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Effect of racial discrimination on tax-exempt status of prfoate ; 

schools . C ~ ~ .. . 
The Interna~· _venue Service issve~a . .r.~\~~UW.in.g_g_~ 't..~ C~'-.,.::;,\\J~\""' 

enue procedur , 2 1971 and 1972 ,~hich state that pnvate schools .. ~ ' 1 

with racially · criminatory policies as to students v,,-ill not be rec- . ; · 
.ognized as organizations exempt from Federal income tax. These ; 
documents also set forth guidelines for determining whether cer-
tain private schools have adequately publicized their racially non­
discriminatory policies so as to enable them to qualify for tax-
exempt status. , . 

In 1975, the IRS published Revenue Procedure 75-50, 1975-2 C.B. · 1 
587, which sets forth guidelines and recordkeeping requirements Sl-/. 

,i- . for determining whether private schools have racially nondis~ ; 
VtV '1rninatory policies. This revenue procedure superseded Rev. Proc. ' 

v- 72-54, supra. · l. 
In general, the 1975 guidelines provide that to obtain recognition 

of tax-exempt status under section 50l(c)(3): ~ 
(1) A school must include a statement in its charter, bylaws, 1 

or other governing instrument, or in a resolution of its govern-
ing body, that it has a racially nondiscriminatory policy as to 
students and, therefore, does not discriminate against appli-
cants. 

(2) the school must include a statement of its racially non­
A discriminatory policy as to students in all its brochures and 

; *',~dealing with student admissions, prograrr:.s, and 

J K . sct3)1:¥.~1P~hool . must make its racially nondiscri~inatory r 
olic known to all segments of the general community served 
y e SC 00 

(4) ;the school must be able to show that all of its programs 
and facilities are operated in a racially nondi<>criminatory 
manne .i.. ~~~ . 

(5) h a general rule, all scholarships or other comparable 
beneff ts procurable for use at the school must be offered on a 

~~ ~. q_). ~· racially nondiscriminatory basis. Their availc:i.bility on this 
'\' ; .. ,,.. ~ basis-must Ee'fJmown throughout the general community being 

served by the school and should be referred to in the publicity 
. necessary to satsify the third requirement in order for that 

school to be considered racially nondiscriminatory as to stu-
dents. · 

~~ 'i ~<r\>).~e-procedure also requires that an individual autho:-ized to act 
~officially on behalf of a school which claims to be racially nondis­

criminatory as to students must <:;E:rtify annually, under penalties 
of perjury, that to the best of his knowledge and belief the school 
has satisfied the requirements listed in the procedure. 

The 1975 Revenue Prccedure further nrovides that the existence 
of a racially discriminatory pol.icy with- re3pect t0 employwent of 
faculty and administrni:ive stuff is indicative of a racially discrimi-

•Rev. Rul. 71-'47, 1~'71-2 C.B. 23r, and P,ev. Proc. 72-51, 1972-2 C.B. 534. 'f'r.~se documents 
were issued in res?(.~sc to Green v. Ccn .wlly. :;:::o ? . Supp. 1150 tD.D.C.l affd per curiae sub 
nom. Coit v. Green. 40~ U.S. 997 ()971). wnich h~:d t:ia: racially ciis.:riminatory private! schools 
are not entitieG ta ~he Feder;i,l t.;x e:<emption p~oviceci for eriuco.: ional o~a.niz.ation~ ruici that 
gi.l'ls to sucn schools are net deductii:-ic ~ charit.abi~ contriouii;iru; by the docors. 
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The committee is concerned with the rising cost of tuition 

at private elementary and secondary sch.ools. At the same time, 

the cost of public schools is rising and taxes continue to increase 

to meet this cost. Parents who send their children to private schools 

however, relieve the public schools of the cost of educating their 

children. 

increased 

The committee believes that such parents,who must pay for the 

costs of both public and private schools, should receive tax 
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relief . for their children's educational expenses. 
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<, ·:: :/:. ·v:~~;~ tt~ The committee also believes that the exi'stence ·of affordable alter­

natives to public education tend to strengthen public education through 
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competition. This healthy competition should improve the educational 
• / __ __.._ ... ~-...:t :.rur;:~• tt'T"'.i'r.\f"'•""'.., .. , .. .. __ ._ ~ - · · - ·· - ...,._--- - - · ... ... ... -..-;~-., . .... . ' ... J opportunities for all Americans / ... · " _ · . ." .. · . . .. .. : ··:: . ... · · "·•:, 

/ ~/ This prohibition was enacted in response to the fact that f on August 21, 1978, the Internal Revenue Service announced 

\ 
pro~p~ctive : publi~ati?n!of a revenue_p~ocedure intende~ t6 revise 

\ 
administrative guidelines for ". determining whether a private 
school operates in a racially discriminatory manner. 'As a 

· result of the reopening of litigation in Green v. Connally, 
supra, and Wright v. Miller, 480 F. Supp. 790 (D.D.C 1979), 
rev'd sub nom. Wright v. Regan, 656 F. 2d 820 (D.C. Cir. 1981) 
the IRS had concluded that its prior revenue procedures 
had not been effective in identifying schools that were 
discriminatory on the basis of race, even though they had professed 
an open enrollment policy and had complied with the requirements 
of Revenue Proce dure 75-50. \._"" __ _____ .. ---

1nrougn p1 
the Congress 
op or ca rry 01 

ing ta x . exe1 
beyond those 

The issue o 
may qualify I 
U.S. Supremf 
Inc. v. United 
States (No. 81 

)OJ'- ,,.- ..... '! · .. . ~ . .. .... . ~- · · · 

\ The co"1mi 
va~e eleme~ht< 
oi f>pblic schi 
this ··c.ost. The 
must pay for 
even tho ugh l 
their chi1qrcr 

\ tiw.~l ex_pfo_~ 
resent an mtE 
of the countr 
to obta in the. 
and family v : 
vat.e school e:c 
force and sus 

jcat1oil)~ 
The commi 

with respect 1 
,carrrm·1nce~ -v 

... ~ts\ Fcrio\nl 
?'~cho~ls (o~ t.I : 

{Sµ preq1e CQu 
siori ~;' of this t 
standards th;: 
obtain Fede r::: 
nation standa 
tended to ere 
tion standa rd 
cornmittee's t 
ble until a(d'E 
an Act1of Cb'n 
under Code s1 
mninta in rac 
dents. 

------" 



·-:·~ 

··-
1 

· .. ··;. 
,:~ e alter-

through 

·. < ional 

.: ssed · 
. s 

,, .·· 
·i .·~--···· 

l 
·1 ... 

./ 

• S-098707 CXXJ6(0C)(21-SEP-B2-10:55:43) 

6 

l"b 
\. 

S,tf11lt 
F660.t.DOC 08/::6/82 / q 

natory policy as to students, while conversely, the absence of i:acial 
discrimination in empioyment of faculty and administrative staff is 
indicative of a racially nondiscriminatory pc_:>licy as to students. 

Failure to comply with the guidelines set forth in Revenue Proce­
dure 75-50 ordinarily results in the proposed revocation of the tax-
exempt status of a school. r 

Through provisions enacted as part of~ppropriations legislation, 
the Congress has forbidden the InternaI Revenue Service to devel-
op or carry out any rulings, procedures, or other positions concern- ·. 
ing tax. exemption for racially discriminatory private schools ; 3 l. 
beyond those that were in effect prior to August 22, 1 9 7 8~---~ ~ 

The issue of whether schools ''l'ith racially discrimfr1atory policies · 1 / ,,--. 

may qualify for tax-exempt status currently is pending before the 
U.S. Supreme Court in the · cases of Goldsboro Chri.stian Schools, 
Inc. v. United States (No. Sl-1) and Bob Jones University v. United ai 

States (No. 81-3). 
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.: ,:.··x .-··:· ,· : . .,}/) daughter or a descendant of either' ( 2) a ·stepson or stepdaughter' 
:_,:\·; ,:;::::/ .. :::,:::,:,_'<'.:}~:~'.!.'J ( 3) a brother, sister, stepbrother, · or stepsister, ( 4) a . son or 
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The institution must prov~de a full-time program of 
elementary or secondary education. While, ordinarily, a 
vocational high school that offeri'> . a . regular academic secondary .,,, . 

~\ scho<?l cu:r;rj._~J.: .... tBP...,.2:.n ~~ tion to. vocational coursesr .w.crn1d -· -A,~ .\\\ 
~ qualify' a s.chool t'fiat orre?~ only vocational courses' such , __ 

y."~tenog~raphlc cour~ not. "71The institution must be a 
' ':,/ privately operated, not-for-profit, day or residential school. 

The school also must be exempt from taxatio~ under Code 4 
section SOl(a) as ~n organization d~scribed in se6tion SOl(c) (3) 

,,,r-

i..? ·~ / . 4/ These are orgariizat;i.ons that are organized and operated 
....... .: exclusively . for religious' ·charitable' educational i other 

~ *..~ q enumerated purposes; no part · of the net earnings of which 
~ { inures to the benefit of any private shareholder or individual 

\. and which meet certain other specified requirements. 

Under the bill, church schools· that currently are. exempt from 
the re-quirement that they notify the Internal Revenue Service 
of their applications for recognition of tax-exempt status will 
continue · to be exempt. 

~-----~, While the bill does not require a private school to . have 
by~aws, advertisements·, admission application forms, or other 
such publications, if an institution does have any such 
publications they must incl~de a statement that the institution 
does not discriminate against applicants or students on the 
basis of race. The form ·or manner for making this statement · . 
is to· be p·rescribed by Treasury Regul~t.ions. Forms, brochures, 
and other publicat~ons printed before the effective date of 
this · bfIL but disiributed or used after that date must 
be amended or "sti9kerE?d" with an appropriate statement of 
non-discrimination. 

An eligible educational institution must not have an 
admissions polic that discriminates against handicapped 
childre . A school may deny admission .to a an ic 
~p:l;:;l:C::[Jn[ljt where the school would be f o make a special 
accomodatio handic person, such as the 

, . installation of spe _ a · · · s, the ~revision of special 
~- courses or ~, or the addit~e or specially . 

l"', - .... x_. 

traine achers, in order adequately to t~e handicappe 
on those ·sub'ec tau ht non-handica ed 

Ao ·<fl The bill sets forth guidelines for determining whether 
a school has an adm;i.~s~ons policy that discriminates against . 
hand~capped children.~ · Under the bill a school has an q,Jw.i·ss1'0_...._5 

. ·r-=-
5/ For purpos_§_~ __ .,g):_ this requirement, the term "handicapped . ~ -:·-... . ~~;:; ~· 

9---ctIT'rdrerr<'"---rsdefined~ i ii''-. • -B:SC section 602 :-'ana means men£aTry'"7'-.:~ 6 ·· - ~. .. 

/ retarded, hard of hearing, deaf, speech i~paired, visually { ~~.- .~\<'\...t..."'~:; 
handicapped, seriously emotionally disturbed, orthopedically ~ .~-:- .. :..,.:,. 
impaired, or other heal th impaired children or children with ; '. '' ~ \ '\ ~ 
specific learning disablil ties who by reason thereof require '; \::· \.f'<E~ t l r;ii 

special education and related services . (-~.~~ 



- -· -

policy that discriminates against handicapped children if it 
refuses to admit otherwise qualified .app1icants solely on the 
basis of their status as handicapped children. Because the 
committee does not believe that schools should be required 
to undertake substantial additional costs in order to admit 
handicapped children, however, the bill further provides that 
a school which denies · admission to any handicapped child will 
not be treated as having an admissions pc)licy that discriminates 
against handicapped children if such denial results from the 
fact that the. sc?ool·; d<?e· ~ not hav7 special I?r<?grams and it.. ivvJl. 
courses, ·specia,l facilities, specially qualified pe~ \ 1 '(; 
an adequate number of teachers to accomodate ~~hild' s c.;..,'/I)( • 

1randic2!p. For example, where a school has a small number of 
teachers qual{fied to teach ~motionally disturbed children, 
but has no . special classes for the emotionally disturbed a,nd is. 
unable, . without ~aking. the . specially qualified teachers· ·away · · 
from other . duties, to provide such classes, it may deny 
aa.inissi'on to applicants with emotional handicaps which would 
pre~ent their full p~~ticipation in · regular classes. 

Finally, attendance at the school must satisfy the 
requirements of any law of the State in ~hich it is located, 
or in which a student resides, which requires children to 
attend school. A school, attendance at which satisfies the 
compulsory education. iaws of the state in which a student 
resides, need not ·satisfythe '. c6mpulsory education laws of 
the state in which the school is located for such student's 
parents to claim a credit. · 
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(6) Attendance at the school must satisfy the requirements of · 
any law.of th~ ~tate in .wh1~h.it is locateci, or in whi~ a stu­
dent resides, which requires children to attend school. \ 

. e "~ill s~ts. forth, ~ide.l~nes ~o·r, ?et.ermining. :vhether a.\ school 
ha~an' drmss1ons po.licy tnat d1sc~"TI.mates. a~l:!,mst ~and:capp~d 
chil :~ nder the brU a school has<.an admissions pohcv tnat d1s­
cnmi~ t ., against handicapped childi~n if it refoS'~s to admit\oth­
erwise\qualified applicatl\s solely on fhe basis of their statu as 
handicapped\children. Bera.use the com:rhlttee does nirt believe t at 
schools spoulc1'-~e required fu undertake sfu.,bstantial ad~itional co · s 
in order \o admit handicapp\d children, oowever, the 'bill furthe 

. provides ,t\lat a ~hool which G..enies admission to any handicappe 
child will not b:~;xreated as haying an adm~sions polic)'\ that dis­
eriminates ~~aainst bandicapped\hildren if s~Ch. denial res~t~from 
the fact tha the · sChool does no~ave special )>,rograms ~~'.:\ serv-
ices, special .cilities, or specially 'qualified persannel to dea.1. ade-

uatel \vi.!bp~i.tl · · u. 
Tuition expenses eligible for the credit are tuition and fees paid 

for the full-time enrollment or attendance of a student at an educa­
tional institution, including fees for courses. However, amounts 
paid for (1) books, supplies, and. equipment for courses of instruc-
tion; (2) meals, lodging, transportation, or personal lhi.ng e~~penses ; 
(3) education be!ow the first-grade level, such as attendance at a 
kindergarten, nursery school, or similar institution; and (4) edu(:a­
tion above the twelfth-g;ade level are not eligible for the credit. 

Limitations on crr:dit amount 
The credi~ will be subject both to a maximum dollar amount and 

a phase-out based upon the amour..t of a taxpayer's adjusted gross 
income. Both the maximum dollar amount of the credit and the 
maximum phase-out rate \vill be phased in over a three-year 
period. · 1 

The maximum credit allowable to a taxpayer with respect to tu- ~ 
ition expenses paid on behalf of each dependent will be: · ~~~ \"1 • ~ ~ 

(1) $100 in the case of tuition expenses paid or incur.ed Ju~(f q ·~ ~"' f\ ~ \ 
31, 1983, in taxable years ai;Hilia.g 01£ter thllt d~te: - t' ' G ~ ~ 

(2) $200 in the case of tuition expcnse:s paid or incurred after ,.. . . -, _ . ~ 
December 31, 1%3, in taY.:=.ble years "9Rtii.~; ·- ftQl' that d:::ite"; ana \\; ~ ~-.."(\t\1,fl~ \ { 

(3) ~~~O in th~ c~~ o~!~i.t~?~ .. ~:<p~ns.;3 , Pa!d ~fa in;1urre~. a:~er \,.~ '~, ~ .,,_ ___ Decen_o~r 31, 1..8.i., ~ .. .. --t .. •-~ ,,ear~ ~-Ja!L,,, a ___ F ct1at c.9l;i. ee.""'- . -,.~-= '-1 
he ma......:imum credit amount will be :reducf'>d by a specified pe!"- ~ \::: . . . · 

centage of the amount by w·hic!1 a ·~axpuyer 's c;dju~ted gross i~corne • ~\,1'-<°', "''\ '\ 
for the taxable year exceeds $40,000 {$20,000 in the case of c mar- : \ °\. );- ~ r.:... .,. 

- · ried individual filing a separate return). The phac;e-ont rat? \vill be ~ ~ 
·r------------"~ 1.0 percent for taxable years ~i:Mg e::fteP d-t:rl,1 -SW1'983: 2.0 percent-~\''l\~· 'C\-:O. 

, ._ ] . ;~ ~~~ ;~:~t! ?:::ss Q:~~l "~{·!~.r ~~~!;7!~a!;~~ ~~r~:~t:~'v~ ·\ .. r\': ~ 
i \ '· phase-out rates are doubled for married ·individuals filing separate~'\ \. \ ,~~ ·~1 \ 
··i ._· :.: .r~turns. Thus, a taxpayer ·with adj 1.isted gross income of $50,000 or ~ .. ;Jj . 
~ ' ,' . . (,. • ~r purpo~ ~his re<;uii·cm~~· the. ten:i '.'handicap~ chilciren" ir-1:u..s r:ie~Jy re tar ... - : J ,:C ~ ~ \ ~t\. \ {"\ t: 

. 
.j~ · ·;.t • ~- ~ h d of hcar.r. g;-..c!Paf. SJ.ietoeh :i.p:p11red, '1.!>ua1ly hanc1c2p;>e'.!. serni,u~ ly e:not:ip1.i!!y ell::- \.. ,. "' \ o, '=" ~ , 

._.' rbed, .hooed.:caHy i~air:d. or bUJer he· irnpaired\chl.!ci: en or children w :~1 ;i.·xu'i · . ~-.-~ \ '* ._ () 
· '· I . - · iearnin!( c ..,..QL;itit-s who b~n there..£ re<J'J ;: . · iu.i t>du~cion anJ rei~,ed 5-;C>'i.:'- ":"""'C~'~· '\~C:., t?!. · 
";I,· . ..........._ . ......_ . ....__ ' · ~-· : • .....__ -.;,-, 
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However, any tuition tax credits available to any taxpayer 
may not be taken into account in determining the estimated tax 
of such taxpayer for any taxable year beginning before 
January 1, 1984 or in determining the number of withholding 
exemptions to which any taxpayer is entitled with respect to 
remuneration paid before January 1, 1984. 
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Anti-discrimination provisions 
No tax credit · will be permitted for tuition paymen~ to schools · 

that have racially discriminatory policies. 
Under the bill, an educational institution has a racially discrimi- · 

natory policy if it refuses, on account of race (1) to admit applicants 
as students; (·2) to admit students to the rights, privileges, pro- . 
grams, and activities generally made available to students by the 
educational institution; or (3) to allow students to participate in its 
scholarshi l an athletic, or other programs. A · racially discrimi­
natory po icy does include failure to pursue or achieve any racial 
guota, proportion, or representation in the student body. The term 

. . .. ~ ' race" includes color or national origin. 
· . .. · : . _/.I;.': A school will be required to file annually with the Internal Reve-

. , ·, ,, · \ _:~;_ 4... ~ nue Ser;;iQ~·~ statf7,ment declaring U~at it has not followed a racial-
\~~\ ·· . ~ \ \ "'\ :-ty discrumnatory polic~ and ,also~tt!!t ir:"dic!ate whetJ:-er . ~ . 

. . \ . ,,.:;~ . C' J. 

'· · ·. ::~::" 
.. .. ~· .. 

. ' · 

•.; .. . · 

Declaratory judgment proceedings . -
The. bill provides that, upon the filing of an appropriate pleading 

y the Attorney General, the district court of the United States for 
the district in which a school is located may make a declaration 
with respect to whether ::;uch school follows a racially discriminato­

. ry policy. This declarati<;m will have the force and effect of a final . 
· judgment of the district court and will be reviewable as such. 

Under the bilL the Attorney General is authorized e.nd directed 
·to seek a decl aratc · iud2111ent ae:~.inst a school after receiving a 
wn n allegation o iscnrnmanon ag·s.inst the school and finding 
good cause. This writte~1 allegation must allege with sp2cificity that 
the school has , · _ _ '· · · • • ~ , .. ~ 
eFi£'li:ae.6e~ against a student applicant or student within one year 
preceding th8 d~ta on VJ hich the allegation is made, or that the 
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school })as made a statement, within one year preceding the date 
on which the allegation is made, communicating aa iatePJ:t te wlh~JJJ 
a racially discriminatory policy. · 

· The Attorney General is required, upon !eceipt of a written alle-
gation, promptly to notify the school. in writing, of the existence of 
the allegation.- mfore commencing a declaratory judgment action, 
the Attorney G'=neral also is required to give the school a fair o -
portunity to comment on the allegations made against it an o 

i·. 

.· ~· :.;. ."" 

show that the racially discriminatory policy alleged in the \.uitten : ' · ··.·· ·· . 
allegatic.n either does not exist or has been abandoned. . · Ll. t . . . ·: :-.. · : .. 

If the Attorney General d:eter!"RiRE!: t'Aere is ftat gg. ~ cwc;;e-fe!'-~l.~~ ~41.4' t\~ ~ o. 
. J ~nH·1g a declar~tory judgment ~~ainst_ the school, ~& iR'el.!Ot ooti~~ C::., ~~ \~ · ~ · · 
·-- - ~bQ pen;gR. wlro btotlght the pebno..r o ... the ree_el".S ti.--rsw;e a¥\\....,: ! ... - - .. . .:.:.c.::.. 
~st ,f510Vlde tltat p~t;:,6!i Mth clre tolillllelits sabm!tta! _C•) the\.._ · -·--

~bill provides that a district court may ·declare that a school 
follows a racially discriminatory policy, in a declaratory judgment 
action, only if the Attorney General establishes that: 

(1) The school has, pursuant to such policy, taken an action 
discriminating against a student applicant or student within 
the two years preceding commencement of the action; x·· 

(2) The school has, Vlrithin two years preceding commence.: · ; 
ment of the action, made a statement communicating an intent '· 
to follow a racially discriminatory policy against student appli- '. L-..,..,...~....,.... .,. 
cants or students; or · f . _. · i: _·: ;· . .-.:·<> 

(3) The school has engaged in a pattern of conduct intended ' ? .· . :;. .. · 
. ~ .· · .. ): ~: · .. ·~ to implement a racially discriminatory policy, and that some 

act in furtherance of this pattern of conduct was comm 'ttr· · 
within two years preceding commencement of the · Any 

trict cou na m es a 1 a. on · at a sc ool follows a 
racially discriminatory policy ·will retain jurisdiction of th 
case. 

m CJ.lfte B~li. pre¥iEt0B fel' t"fle B:Wani gf QUQnH~j'8 -fees te f\Fl? oli'2'<1~1 
' .tfiet i'i ~rnd, ;n " tii:saPi:n~iRQ'" g'l!Y jldri-J"!'lel'\t 11reee@EliR§B• ~to ~ 

· ···! ;.a~ll:;' d.ifGi=imin11;oz:y • .e,. . · . - · 
Discontinuance of racially discriminatory policy 

The bill provides that a school agabst which a declaratory judg­
ment has been rendered may, at ar.y time after one year from the 
date of the judgment, file with the di&trict coil.rt a motion to modify 
the judgment to include a declaration that the schoo~ no longer foi­
lows ..a racially discriminatory policy. This-motion must contain af­
fidavits that: 

f ·. i .''"\._:-
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he must make available to the complainant the information .F 

:!are that a school 
laratory judgment 
iat: 
·, taken an ·action 
ir student within 
! action; 
eding commence­
iicating an intent ·· 
ist student appli-

~onduct intended 
, and that some 
was cornmitt~d 
the action. Any 
school follo·ws a 
isdiction of the 

th~ Attorney 
{ent agreement 
rimination has 

.Y 

on which the Attorney General based his decision, with the ;~ 
exception of information submitted by the school, which t{ 
violate.Sany law protecting personal privacy or conf identali ty. /~:.! 

-~ ~ : 
I 

\ I The Attorney General must also notify the complainant of the 5;:~, 
t ..AYailabili ty of this information. .·/!· 

·. 

! . 
- c•·"-'/7 •. ·,~',\ ~O~P1*"4.QJUlilll'W4'-t::Tl 

. ,._: '.i? ::~:t.-
>: r _:f.J~l't 

.. : 

:_ .... 

· -· - _ _j .. , . .-•: · ·: · .,,,~ , ·.·,•:.:" ":'· o · "'. :~ ; i.:,'>.L\': X':.,c. ·~': .r~·:::~:·'.;·,., ·":;· .:J•. • : :, .-... tF .:"•,:. ,_,.,;; : :-,;- .::~-; .:.;-:·.':):."'i;:·"'. · ·.:.,:· ;:',:!:.): ·: ,,·,; ·,:::·:Y< ;-,';.!.'.'.~' :·'';:'(J";l{"·'I ~;--~=';";:? -i' '::A'"I' \'):,':~ 

' 

A copy of any settlement agreement must 
complainant whose allegations resulted 
investigation. 

be furnished to 
Attorney in the 

the 
General's 

\ 
' . ..: 
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General must 
and ha~ ~?-.l'_art. 
ol violat es t11e '=.J., · . ~ 
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i \i The committee anticipates that settlement agreement may provide 'lratory judg­
car from the 
on to modify 
.o longer fol­
t contain af-

( '. that a violation of ·the terms of the settlement will constitute 
an act in furtherance of a .pattern of conduct ~ intended to implement 

"· ·

1

1 a racially discriminatory policy. Thus, violation of the terms 
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' - \.>)\~'-') ~ 11 . . . 

· ~ (1) Describe~ specificity the ways in which the school has 
~~~~eh~ged- its previous racially discriminatory policy; · . 

(2) Describe with specificity the ways in which the school has· 
taken reasonable steps to communicate its policy of non-dis­
crimination to students, to faculty, and school administrators, 
and to the public in the area that it serves; 

(3) . Avers that the school has not discriminated against an 
applicant or siudent pursuant to a racially discriminatory 

i 

\_' t. 
! 
' . 

policy during the preceding year; and . . "J 
<4) .5,yP~ that th·' scliQQl has complied with the req~n.t.- 1-; 

that it indicate its nondiscriminatory policy in i~ b~ws, ad- · ....t:r-
vertisements, admission applications, ett. · ~ 

The motion by the school will be granted unless the .Attorney i 
General establishes that: . ~ .. 

(1) The school has not, in fact, stopped following its previous : 
discriminatory policy; CoM"" .. • \-tt 

(2) The school has , ·within the preceding year, e---
against an applicant or student ~upeue:nt ie e: :re.'1ially dic::crj~ ~~ "~'·'-·:\..._\\ Y 
naber, ~~iy; ~-\'S.~~\h·l~ 

(3) The school has, within the preceding year, made state- . ().. <;..~ 
. ments communicating an intent to follow a racially dis(;rimina­
tory policy;. or 

(4) The school has not, in fact, complied with the nondiscrim-
_::.::::-J~--in-,.ation pub~ation ·equ1remen s. ~~ ~1;)"''°'"'-t'I. \\.o....\.·1 0 

Perio of disa!lowance uf tax credits 
i provides that . • owe or am • - a~c 

school dur· • y calendar year if within that 'year'; or in a 
. a judgment has been entered by a district court de-

ann na the s:hool follows a racially discriminatory policy, . 
less a mo ·on to reinstate. credits has been granted. If a declara-

ry judgmen against a school is rendered, and all ppeals have 
en exhauste then eligibility for tax credits will allowed on a 
troactive basi In the case of the reversal of initial district 
urt judgment i favor of a school, tax credits •1ill be disallo'.ved 

f om the calendar . ear in which the judgm t reversing the dis-
t ·ct court is e?1 tered. 

· e bill extends the +atute of iimitatio. in the event t!1at a dis-
t court declar&tory dgment agai a school . is reversed on 
eal.. . 
urthermore, t!:e statute f Ii.mi' .. tions for assessing deficiencfos 

ag ·nst individ1.mls who clai • tu: icn tax credits is extended in the 
eve t that a district court dee atory judgment against a school is 
sta ed pending appeal. If a . ay · entered and the decision of the 
dist ict court is subseq;..ie_ y affir d, then the period for disallow­
anc of credits commen s with the ar in ·which the district court 
jud ent was entere . The committee nderstands that a stay of a 
· decl atory judgmerit against a school ·11 be gre.nted only in a 
rare "tuation where there is a p<ob::bility that the d~st·ict co 
judgm t was in error and that irrepare:.ble injury ma 
absent a ~ 

•·. . -· ~ ··:.: :. . ... 

i.\ \..:J ~t:. ~\ 
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; ,. 
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No credits will be allowed for amounts paid to a school. ~ 

during the period in which a declaratory judgment against the 

school is in effect. Generally, a declaratory judgment is in 

effect beginning with the c~lendar yea~ in which it is entered 

by the· district court, wheth~~ or not it is appealed. ·The period · 

of disallowance .ends only if a motion to r~instate credits is 

granted by the district court. In that event, credit~ are again 

allowed beginning with the year the motionis :granted by the 

district court, whether or not that motion is appealed. If a 

district court judgment in favor of a school is reversed on 

appeal, the pet~od of disallowance begins with the earlier of the 

calendar year in which a subsequent district court judgment 

against the school is entered on remand, or in .which the court 

of appeals entered an order that would require the district court 

to enter such a judgment. (This rule is intended to prevent 

a delay in the beginning of the period of disallowance if a stay 

of such an appellate order is entered pending further proceedings.) 

If all judgments against a · school entered in an action are sub-

sequently reversed or vacated, all credits disallowed on the basis 

of any district court judgments in the action . will be allowable. 

However, credits for that period will not be allowed .until the 

action is finally concluded. Accordingly, the period for 

filing a refund claim will be extended. 



A similar rule . (including an extension of the limitations 

period for determining deficiencies) applies if an order reinstating 

credits is subsequently reversed on appeal. 

If a declaratory judgment against a school (or an appellate 

.. ' order requiring such a judgment) is enteredbut stayed, credits 

. \ 

will not be disallowed until the stay is vacated, but the period 

of disallowance will begin with the year in which the judgment . z·, ~ . ..\... 
~ ·.Sf!"-.\\);.\ · 

or order is entered. Accordingly, the s-~-ement of limitations----

for determining deficiencies will also be extended in that event. 

The committee anticipates that stays will be entered only in 

extraordinary circumstances. where the school demonstrates the 

traditional requirements for obtaining a stay of an injunctive 
~/ 

order pending appeal. In the committee's view, this strict 

- ___(~ 

Footnote ~to ~upplied. 

i)·,_') st~~~? is app~fP~iate,· inasmuch as the effect of a stay in this 

context is tantamount to the effect of an order restraining the 

'" ----------~----------------±__; f / .. ,,. assessment or collection of taxes. 

- ,____..g; 
\ 1 - See Section 2421, Internal Revenue Code of 1954, Enochs v. 

' 
Williams Packing & Navigation Co., 370 U.S. 1 (1962) 
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E.nforcement responsibility -w· ~' ~1-\Q.'f\~ 

Th b·11 l . h ·t r .. t.. .: • .- • ' e- •"' • _...." . e ; ve~ts exc u.sn:e a_~t, ?n. y to en1?~ce -n-te-<p , ~'-. \)'h .. \ ~ ... ' '\ 

12 

~~ag~aitti. ~ !oHen•rng .t Ii'.l~G&F-H»mtrl01:pur! .... .ci 6!··~ : · 
·tt~~ with . @n f'.e Fees ~N+tr~tiie AaorneyGeiieiaL~ . 

--...-i""'J!ecretary of the Treasury is directed to prcvide the Attorney · \--\"\!)~\) ~ 
General '\1..-lth any information relevant to his investigations and ac- ~'-' · • .) 

""-'-..C::::;..-r.1-=o~n~r· ~~c Secretary has the authority to receiv:= the '\ ~ . 
annual nondiscriminaticn statements; to disallow aedits for tuition 
paid to schools that have not filed 51.lCh statements or that have . 
failed to co~ply '.'ti th 1:~~ anti-discrimination p~blicati.on_~~-q~~t n~ 

procedures for ciaiming the credit; to disallcw C!'edits for tu- r· ··--"' · ~- ··---- -
ments; to d.isallov1 credits for taxpayers w '' 1 • ~ .~rr=· . 
ition paid !:o schools against which dec!aratory judgments have 1 

, . 
been rendered . 

Reports by Attorney General 

The bill r€quires the Attorney General to report annually to the 
Congress on his 3nti-ciscrimination enforcement activities. These 
reports should in-::lc.de a description cf ali activities unde1iaken 
pursuant to petit.ioris filed. with the Attorney Gi:neral. 

Credit not to be f:On.sidered us Federal assistance 

The bill provide:> that tuition tax credits wi.11 not constitute F8C:­
eral financie.l assistance t.o '3ducational institu tions or the recipi­
ents thereof. 

D. Eff ect!ve date 
~ 

The bill is generally effedive for tuition paymen·cs made ofter 
July 31, 1983. Ho·.vever, no credits ·will be available until either a 
decision of the Suweme Court of the United State::; or an Act of · 
Congre:ss prohibits ·the granting of a ta.-.: e-xemption under Code sec­
tio 501(c)(3) to private educational in.sti~utions maintaining a ra­

y discriminatory policy er practice as to otude:i.ts. 

Revenue effect --=-----:-----1 t is eetimnted that t: .: _ \'r 1L reduce buciget receipts by 
$229 million in fiscal year 1G8'1, $491 million in fiscal yes.r 1985, 
$703 million in fiscal year 1986, and $726 r:::i.i!lion in fiscal year 
1987. 
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III. COSTS OF CARRYING OUT THE BILL AND VOTE OF THE 
COM:MITrEE IN REPORTING H.R. 1635 · 

Budget Effects 

In compliance with paragraph ll(a) of Rule XXVI of the Stand­
ing Rules of the Senate, the following statement is ma.de relative tg 
the budget effects of H.R. 16~5, as reported. · 

Budget receipts 
The table below summarizes the estimates of decreases in budget 

receipts from the allowance of tuition tax credits provided by the 
. bill for fiscal year 1983-1987: ... , .- ·.-: 

FISCAL YEAR 

[Millions of dollars] 

1983 1985 1986 

-491 

The Treasury Department agrees with their statement. 

Budget outlays 
'fhe bill involves no new budget outlays . 

~Vote of_ the Committee . 
In compliance with paragraph 7(c) of Rule XX.VI of the Standing 

Rules of the Senate, the following statement is made relative to the 
vote by the committee on the motion to report the bill. H.R. 1635, 
as amended, was ordered favorably reported by a rollcall vote of 12 
ayes and 6 noes. · · 
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IV. REGULATORY D1PACT OF THE BILL AND OTHER 
MATIERS TO BE DISCCSSED UNDER SENATE RULES 

Regulatory Impact 
Pursuant to paragraph ll(b) of Rule XX.VI of the Standing Rules 

of the Senate, the committee makes the following statement con­
cerning the regulatory impact that might be incurred in carrying 
out the provisions of this bill. . 

A.. Numbers of individuals and businesses who would be regulat­
ed.-The bill does not involve new or expanded regulation of indi-
viduals or businesses. . 

B. Economic impact of regulation on individuals, consumers and 
businesses.-The bill does not involve economic regulation. 

C. Impact on personal privacy.-This bill does not relate to the 
personal privacy of individual taxpayers. 

D. Determination of the amount of paperwork.-The bill will in~ 
crease paperwork for educational institutions to which the pay- . 
ment of tuition is eligible for credit and for individuals who are eli­
gible to claim the credit. This additional paperwork results from 
the bill's requirement that eligible educational institutions must 
file annual nondiscrimination statements with the Treasury and 
that individuals claiming the credit must attach those statements 
to their Federal income tax returns. 

Consultation with Congressional Budget Office on Budget Es­
timates 

In accordance with section 403 of the Budget Act, the committee 
advises that the Director of the Congressional Budget Office has ex­
amined the committee's budget estimates and agrees with the 
methodology used and the resulting dollar amounts (as shown in 
Part III of this report). 

New Budget Authority 
In compliance with section 308(a)(l) of the Budget Act, and after 

consultation with the Director of the Congressional Budget Office, 
the committee states that the bill does not create new budget -au­
thority. 

Tax Expenditures 
In compliance with section 308(a)(2) of the Budget Act with re­

spect to tax expenditures, and after consultation with the Director 
of the Congressional Budget Office, the committee maKes the fol­
lowing statement. 

The bill creates a new tax expenditure by providing a credit 
against income tax for individuals who pay tuition to eligible edu­
cational institutions. The amount of the tax expenditure are shown 
in Part III, above. 
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V. CHA.i.~GES JN EXISTING LAW MADE BY THE BILL, AS 
REPORTED 

In the opinion of the committee, it is necessary in order to expe­
dite the business of the Senate, to dispense v-rith the requirements 
of subsection 4 of Rule XXIX of the Standing Rules of the Senate 
(relating to the showing of changes in existing law made by the 
bill, H.R~as reported b~ .the co!Ilmi~tee). 
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SENATE 

THE EDU CA 'TION AL OPPORTUNITY A:'ID EQUITY A.CT OF 
1982 

')._?-.~ . ·-
/ SEPTOWER ~lleg"...!:ilative <hy, -----.1, l!JSZ.-Order!":l to be i;r~ntQ<j 

(1) 

Mr. Dou, from the Committee on Finance, submitted the foliowing 

REPORT 

[To ac.::o~pany H.R. 1635] 

The Committee on Finance, to which was r~fen·ed the bill ;::l.R 
1635) for the relief 0f the: J-3ffo1·son Countv Mental H2ait~ C'.:c.-iwr, 
Lak.ewood, Colorado, having consid~red the samfl, re~JOH5 i.·;:.H,r::tb!y 
the:-eon with ::i.11 amendment an<l ~n arner,d-;nem to the titlt: o.r.ti 
recomrr-e.nds that .the bill as e.mP.nded do pas.s. 

The aniendment is ~hown in tirn text of the bill in i~alic. 
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