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SANDRA E. WISE July 8, 1983

ARLA CUDE 717
232-873

**{ORANDUM: Mueller v. Allen (Minnesota Tuition Tax
Credit Decision, U.S. Supreme Court,
June 29, 1983)

A 1982 Minnesota statute permits taxpayers, in
computing state income tax, to deduct fro their computation
of g »ss income the educational expenses set forth in
§290.09(22), a copy of which is appended hereto as Appendix
A. The deduction is 1limited to '"tuition, textbooks and
transportation” of dependents attending elementary or
secondary schools. The deduction is limited to $500. per
dependent in grades K through 6 and $700. per dependent in
grades 7 through 12, These educational expenses may be
incurred in public or in private (including religious)

schools.,

Certain taxpayers brought an action in the U.S.
District Court for the District of Minnesota attacking this
statute as violating the Establishment Clause of the First

Amendment by '"providing financial assistance to sectarian

The Supreme Court of the United States rejected that









(2) The Court now turned to the sccond prong of the

Lemon test, inquiring whether the M° nesota statute advances
the sectarian aims of religious schools. Here the Court
noted that the deduction provided for in the challenged
statute is only one among many deductions - such as those
for medical expenses or for charitable contributions -
availabl wunder the Minnesota {1 t laws. The Court therefore
respected Minnesota's judg nt that a deduction for
educational expenses 'barely equalizes the tax burden of its
citizens and encourages desirable expenditures for
educational purposes.' Further, the Minnesota tax benefit
"is available for educational expenses incurred by all
[ cents, including those whose chi” iren t 1d public
he 1. . ." This, in tt vi v of the Court, helps —ke the
statute 'meutral" - i.e., not a special benefit to religious
schools. Again, the Court believed that the channeling of
assistance to par ts - rather than to schools - "has
reduced the Establishment Clause objections', even though
the financial assistance provided to parents ultimately has
an economic eff < comparable to that of aid given directly

to the schools.

(3) The Court, in examining the third Lemon test
pertaining to '"excessive entanglements" found that no such
entanglements could arise under the Minnesota statute.









This ¢ :ision marks a distinct break from the major
decisions of the past regarding statutes aimed to give
relief to parents whose children are enrolled in private
schools. A majority of the Court is now in basic agreement
that government may utilize the tax structure to accomm¢ ate
parental 1liberties and religious 1liberty in education.
Conversely, by that fact, it implicity recognizes that the
present public education tax st1 :ture burdens parents who
desire to educate their children in nonpublic schools.
Another salutary aspect of this opinion is the Court's
rejection, at 1long last, of the principle it stated in
Lemon, that the Constitution requires that religious bodies
not engage in political activities, since this supposedly
causes ''division along religious 1lines'. That incredible
principle is reduced by the majority in this case to
situations pertaining to direct subsidy to religious
schools. That is -1 to the good.

A further good thing about the case is that, neither
in the opinion of the Court, nor in the dissenting opinion,
is there any dwelling upon public control of religious
schools, public regulation of nonpublic schools, or the need
for detailed regulation to prevent discrimination. The
Court's opinion is v :y "positive'" about parental rights and
about the great contribution of private (including
religious) schools. I particularly 1like the following
statement of the Court:















A credit to the parcnts for private school tuition acts in wuch the same

as an exemption to churches. The mts, like the churches, are nere’
teing allowed to keep in their pockets ey that ithey might otherwise have to
pay to the government. There is never any transfer of government funds to the
parents or churches. Private schools receive no direct benefit from the program,
because the credit goes to the parents end no federal money is transferred to
the schools.

Committee members raised the possibility of a requirement for state approval
of a school prior to parental eligibility for a tax credit. ot all statec have
administrative procedures for the regulation of private schools. Further, in 23
“tates, these procedures are currently voluntary. Thercfore, to require state
approval or other regulation would lead to non-uniiorm application of the tax
credit and would be unfair to schools which have not sought approval in states
where it is not required.

The purpose of requiring state regyulation is to insure a minimum quality of
education in private schools. This is clearly a state responsibility end inap-
propriate for federal legislation.

Let me enphasize that the Administration fully endorses the concept that
parents may not take a credit when they send their children to private schools
that discriminate on the tasis of race. The Administration has worked long
hours witn members of this Cowmmitteé and their staffs, staff menbers of the
Executive branch, and nembers of the private school cc wnity to develop a
strong anti-discrimination provision. After much neqotiation last Congrezs,
the anti-discrimiration provision now inserted into S. 528 was agreed upon and
is, we believe, acceptable to this Committee.

The anti-discriminetion provision is stirong. Private schools that refuse,
on the basis of race, to admit an applicant as a student, or admit a student to
the rights, privileges, programs, and activities generally nmade available to
students by the schooi, or refuse to allow any student tec participate in its
scholarship, loan, athletic, or cother programs, simply cannot be clecsified as
eliyible institutions in the progrem.

The final anti-discrimination protection inserted in this bill is fcund in
Section 6{a), which states that tha bill may not be enacted until either the
Supreme Court or an act of Congress mandates that schools maintaininyg a racielly
discriminatory policy or practice as to students may nrt receive 501(c)(3) status.
Since the tuition tax credit bill requires eligible in..itutions to be 50G1{c)(3)
schools, this provision satisfies the concerns that parents who send their children

to such discriminatory schools will not receive credits.

] I ion
, ! I )
n . ... large number of private schools
L iget and cater to the low-income students
who will benefit most under this bill. Further, since the purposes of the bill
are to provide tax equity, and to further educational choice for parents, rather~
than to aid private schools, this Administration believes there is no justifi-

cation fur applying the full panoply of federal reguiations to the private school.






The tax credits, deductions, and exemptions in our tax code are aimed «
providing taxpayers an opportunity to take certain worthwhile actions. Because
S. 528 would assist minority and other parents by providing a greater opportunity
to choose an educational setting for their children, it is precisely the kind of
addition to the tax code for which this Administration, and indeed this Congress,
should work.

Sincerely,
=D -

T. H. Bell



April 25, 1983

President Ronald Reagan
White House

1600 Pennsylvania Avenue
Washington, D.C.

Dear President Reagan:

Tt South Dakota Knights of Col us assembled in P :re for their 79th 4 1 1
State Convention.

We urge your continued support of the Educational and Equity Act of 1983.

On this occasion, we wish to express our prayerful best wishes for a
productive term in office.

/2 g
e =
Al F. Lentz

State Secr¢ 1iry







































THE WHITE HOUSE

WASHINGTON

October 20, 1983

Dear Catholic School Administrator:

I am writing to share with you the progress we are making in
enacting a tuition tax cre t bill. As you know, tuition tax
credit legislation is one of the remost priorities of my Admin-
istration, and we have been working to arrange a wi ing vote
in the Senate.

On September 16, I met with representatives from the National
Catholic Education Association, the U.S. Catholic Conference,
and the Knights of Columbus, among others. At that meeting,
I informed them that I had requested -- and Senators Robert
Dole and Howard Baker had agreed -- that the Administration's
bIM,_S. 528, be brought up for a vote in the Senate this Fall.

I know that you and the parents whose children attend your
school are most interested in this propo d legislation. We
agree that the primary authority over a child's education rests
with his or her family. Parents have the right and duty to
have their children educated in accordance with their own val-
ues. A tui n tax credit will greatly assist parents to exercise
this right by giving more equitable Federal treatment to private
as well as to public schools.

As the leader of your school, you may wish to share this prog-
ress report with your students and their parents. You deserve
great credit for your long-standing efforts to complement our
public school system, and your expressed concern for equitable
tax treatment for private schooling has already played a crucial
role in getting a tuition t credit bill to the point where we
can have a congressional vote.

You have my best wishes for a most successful school year.

God bless you.



























THE WHITE HOUSE

Office of the Press Secretary

For Release at 10:30 a.m. CST
Thursday, April 15, 1982 ‘//

Tuition Tax Credit -

FACT SHEET

SUMMARY

All parents have a fundamental right and responsibility to
direct the education of their children in a way that best serves
their individual) needs and aspirations. Private schools provide
an essential means for many in fulfilling their aspirations.

The President's draft tuition tax credit proposal provides tax
relief {0 the working families £ nonpublic school students,
and expands the ability of American parents to exercise educa-
tional freedom of choice.

Educational opportunity and choice in a pluralistic society
require a diverse range of schools -- public and private.

This choice raises issues of tax equity for those who carry the
double burden of supporting both private and public school costs.

A tuition tax credit would assist these working families in
meeting the increasing costs of nonpublic education. While still
paying local taxes to support public schools, these families
would be able to recover up to half the cost of each child's

tuition.

® Only parents who send their children to tax exempt,
nonprofit, educational institutions at the elementary
and secondary level could claim the credit.,

® In no case could parents who choose to send their
children to schools which discriminate on the basis
of race, color, or national origin claim the credit.

° ir 1 ! :
with the ability of the States to enact laws and regula-
tions with respect to the operation of schools within
the borders of the individual States; or with other
rights and powers of the States.

® Nothing in the draft proposal would create a basis for

-More-
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enabling the Federal Government to dictate policy to
the schools. The credit would benefit individuals and
would not make any funds available to the schools
themselves.

MAJOR CONCEPTS

The r jor concepts of the Administration's draft proposal which
we will be discussing with various Senators, Representatives,
and appropriate Congressional Committees include:

T x _Equity

On the one hand, parents who choose to have their children
educated at a nonpublic school must bear the constantly
escalating tuitions which these schools must charge to
survive. On the other hand, these same parents support

r blic education through taxes which are paid by all
citizens.

For many working parents, this dual financial burden is

too great to permit them to exercise the right to send their
(¢ ildren to the nonpublic school of their choice. Therefore,
tax relief is necessary as a matter of equity if these
families are to continue to exercise educational choice.
According to the Department of Education and the Bureau of

t e Census, in 1979 a majority (54 percent) of all parents
who had children enrolled in private elementary and

¢ condary schools had incomes of less than $25,000.

Limited Coverage

* e credit would be restricted to parents of children in
[ ivate, nonprofit, elementary or secondary schools.

' ese parents bear the heaviest double burden of meeting
educational responsibilities to their children in ways

{ ey deem most appropriate.

* e nonrefundable credits would be phased in over a three
year period. Parents could claim:

A maximum of 50 percent of tuition paid for each child
up to a maximum credit per child of:

$100 in 1983

$300 in 1984
$500 in "3f°

-More-




Income Limitations

The credit would phase~out for families according to
income level to insure that it would be used to meet the
needs of working lower and middle income families. These
families are suffering most from taxation and the need to
meet their growing educational expenses. A full credit
would be available only to those families with adjusted
gross incomes up to $50,000 and would phase-out entirely

at $75,000.

Eligible Institutions

Parents would be eligihle for the tax credit only if they
sent their children to private schools which are nonprofit
and do not discriminate on the basis of race, color, or

national origin.

Tuition Expenses

Tuition expenses would include required course fees and
all other normal tuition fees, but not include books,
supplies, meals, or transportation costs.

CONGRESSIONAL CONSULTATION

The Administration will continue extensive Congressional consul-
tation as the proposal is finalized. A draft administration bill
will be formally transmitted to the Congress later this Spring
after these consultations are completed.

i
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OFFICE OF GOVERNMENT
AND PUBLIC AFFAIRS PHONE: {212) 791-1800 CABLE: AGUDOHNEWYORK

September 28, 1983

Mr. Morton Blackwell

Special Assistant to the President
The White House

Washington, D.C. 20050

Dear Morton:

Enclos 1 is a copy of a news st e
following the President's 1 :ting on ptember 16.

We have really begun to capitalize on that meeting by alerting
all our troops throughout the country to be prepared for all out
offensive in October.

I want to take this opportunity to thank you for arrai .ng the
Oval Office photo session, which gave me yet another opportunity to
get to know the man that I have come to truly respect, President
Ronald Reagan.

Kind regards.

S |
/' Director of Government and
Public Affairs
ML:d1

Enc.
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THE WHITE HOUSE

WASHINGTON

Ncvember 29, 1983

FOR: JOHN A. SVAHN
FROM: MICHAEL M. UHLMANN
SUBJECT: TUITION TAX CREDITS

Attached are revised talking points appropriate for use by
the President, for the Thursday meeting with ccalition leaders.














