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INTRODUCTION 

The Senate-Committee on Finance has scheduled a public hear· 
iog on S. 528, the Educational Opportunity and Equity Act of 1983 
(introduced by Senators Dole, Packwood, Moynihan, Roth. and 
D' Amato), relating to tax credits for private elementary and sec
ondary education expenses. 

This pamphlet, prepared in connection with the hearing, has 
four parts. The first part is a summary of present law and the bill. 
Part two describes present law. Part three discusses prior Congres
sional action relating to tuition tax benefita. Part four provides a 
detailed description of the provisions of S. 528, including effective 
date and estimated revenue effect. 

(1) 





I. SUMMARY 

Present law provides no tax credit or deduction for personal edu
cational expenses. However, in certain cases, taxpayers are entitled 
to a personal exemption for a dependent, which they could not 
claim otherwise. because the dependent is a student. Moreover, in
dividuals generally may exclude from gross income amounts re
ceived as scholarships and fellowships, or amounts received under 
qualified educational assistance programs. Finally, certain types of 
"job-related" education expenses may be deducted . 

The bill would provide a nonrefundable credit for 50 percent of 
tuition expenses paid to private elementary and secondary schools 
for certain qualified dependents of the taxpayer. The maximum 
credit per dependent would be $100 in 1983, $200 in 1984, and $300 
in 1985 and subsequent years. The maximum credit amount would 
be phased down for taxpayers with adjusted gross incomes of great
er than $40,000 and no credit would be allowed for taxpayers with 
adjusted gross incomes of $60,000 or more. 

For tuition expenses to be creditable, a school could not follow a 
racially discriminatory policy. An eligible school (i.e., a school that 
is exempt from taxation under Code sec. 501(a) as an organization 
described in Code sec. 501(cX3» would be required to include a 
statement of its nondiscriminatory policy in any published by-laws, 
admissions materials, and advertising, and to me annually with 
the Treasury Department a statement that it has not followed a ra
cially discriminatory policy. Generally. a copy of this statement 
also would have to be furnished to each individual who pays tuition 
to the school and be attached to any return on which credits are 
claimed. In addition, the bill would disallow credits for payments to 
any school found to be following a racially discriminatory policy in 
an action brought by the Attorney General under the bill's declara
tory judgment provisions. 

The bill generally would apply to tuition paid or incurred after 
July 31. 1983, for taxable years beginning after December 31. 1982; 
however, no credits would be allowed until either a final decision 
by the Supreme Court of the United States or an Act of Congress 
prohibits the granting of a tax exemption under section 501(a) of 
the Internal Revenue Code by reason of section 501(cX3) to private 
educational institutions that maintain a racially discriminatory 
policy or practice as to students. Credits would be effective on a 
prospective basis after such fmal decision or Act of Congress. 

(3) 





II. PRESENT LAW 

Tax Benefits for Educational Expenses 

Special rule for claiming dependencg 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 $1,000 
personal exemption for each dependent who has less than $1,000 
gross income for a taxable year. However, the gross income limita
tion 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 scholarships and fellowships 
Individuals generally may exclude from income amounts re

ceived as scholarships and fellowships (Code sec. 117). The exclu
sion also covers incidental amounts received to cover expenses for 
travel, research, clerical help. and equipment when they are ex
pended for these purposes. The exclusion for scholarships and fel
lowship grants is restricted to educational grants by relatively dis
interested grantors 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 Revenue 
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). 

Deduction for "job-related" educational expenses 
Education expenses 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 (2) 
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. 
1.162- 5{a». These types of education commonly are called "job-re
lated" education. 

Income tax exclusion for amounts received under educationalll8sist
once program, 

For taxable years beginning after December 31, 1978, and before 
. December 31, 1983, amounts paid by an employer for an employee's 

educational expenses may be excluded from the employee's income 
(5) 
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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 exclusive 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 restricted to courses which are job-re
lated or part of a degree program.! However, an employee claiming 
an exclusion under this section may not claim any other deduction 
or credit (e.g., a Code sec. 162 deduction for job-related education) 
with respect to any excludible benefits. 
Other tax proVU;OR6 of benefit to education 

Some provisions that benefit education. in general. and some
times students. in particular, include the exclusion from income of 
gifta (Code sec. 102). which may comprise a large portion of a stu
dent's educational expenses and the charitable contribution deduc
tion (Code sec. 170), which allows a deduction for charitable contri
butions (not tuition payments) to educational institutions. Other 
provisions, such as the exclusion of interest on State and municipal 
bonds (Code sec. 103) and the deduction for State and local taxes 
(Code sec. 164) indirectly assist publiClY-6Urported educational insti
tutions by easing the fmancial burden 0 State and local govern
ments. 
Effect of Racial Discrimination on Tax-Exempt Status of Private 

Schools 
The Internal Revenue Service issued a revenue ruling and a rev

enue procedure,2 in 1971 and 1972, respectively, which state that 
private schools with racially discriminatory policies as to students 
will not be recognized as organizations exempt from Federal 
income tax. These documents also set forth guidelines for determin
ing whether certain private schools have adequately publicized 
their racially nondiscriminatory policies 80 as to enable them to 
qualify for tax-exempt status. 

In 1975, the IRS published Revenue Procedure 75-50, 1975-2 C.B. 
587, which sets forth guidelines and recordkeeping requirements 
for determining whether private schools have racially nondiscri
minatory policies. This revenue procedure superseded Rev. Proc. 
72-54, supra. 

In general, the 1975 guidelines provide that to obtain recognition 
of tax-exempt status under section 501(cX3): 

(1) A school must include a statement in its charter, by-laws, 
or other gc.'veming instrument, or in a resolution of its govern-

' Generally, however, no ettlu.>on i& permitted for ed llCtlt ional _ist.anoe furniahed for 
cou.-- invofrillC l porU, games. or hobbies. 

I Rey. Rul. 11-1141, 1971-2 c.B. 230 and Rev. Proc.. 12-54, 1972-2 C.B. ss.c. '"'- document. 
were illued in .. ponE to Grwll y . ~lly. SSO F. Supp. 1150 (D.D.C.l aff'd per C\lrlam IIlb 
nom. Coit Y. GIWtt. 404 U .s. 997 (1971), which held that raei.lI,. d*rilnlntltor}' private .:booII 
Ire r>Ot entitled to the Federal tu exemptions prOYided for edllCfltional ors:. n.u.t.ioN aDd that 
lift. to tueh .:hooll are not deductible .. charitable oontrib"tlona b)' the donon. 
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iog. 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 nondis
criminatory policy as to students in all its brochures and cata
'logues dealing with student admissions, programs, and scholar
ships; 

(3) the school must make its racially nondiscriminatory 
policy known to all segments of the general community served 
by the school; 

(4) the school must be able to show that all of its programs 
and facilities are operated in a racially nondiscriminatory 
manner; and 

(5) as a general rule, all scholarships or other comparable 
benefits procurable for use at the school must be offered on a 
racially nondiscriminatory basis. Their .availability on this 
basis must be made known throughout the general community 
being served by the school and should be referred to in the 
publicity necessary to satisfy the third requirement in order 
for that school to be considered racially nondiscriminatory as 
to students. 

This revenue procedure also requires that an individual author
ized to act officially on behalf of a school which claims to be racial
ly nondiscriminatory as to students must certify 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 procedure further provides that the existence 
of a racially discriminatory policy with respect to employment of 
faculty and administrative staff is indicative of a racially discrimi
natory policy as to students, while, conversely, the absence of racial 
discrimination in employment of faculty and administrative staff is 
indicative. of a racially nondiscriminatory policy 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. 

Through provisions enacted as part of annual appropriations leg
islation, the Congress has, at various times in the past, forbidden 
the Internal Revenue Service from developing or carrying out any 
rulings, procedures, or other positions concerning tax exemption 
for racially discriminatory private schools beyond those that were 
in effect prior to August 22, 1978.:1 

The issue of whether schools with racially discriminatory policies 
may qualify for tax.-cxempt status currently is pending before the 
U .8. Supreme Court in the cases of Goldsboro Christian Schools. 
Inc. v. United States (No. 81-1) and Bob Jones University v. United 
States (No. 81-3) . 

• Thill prohibition or iginally Will! enacted in reopnfUlfl to the fact that on August 21. 1978, the 
Internal Revenue Service proposed publication of a reven ue r rocedure intended to revise admin· 
illtrative guidelines for determini ng whether a private schoo opeTllte8 in a racially di8cri minato
ry manner. A$ a result of the reopen ing of litiga t ion in GTffn v. ConlliJlIl. supra. and WriBhl v. 
Miller, 480 F. Supp. 790 (D.D.C. 1979). rev'd sub nOm. Wright v. RlWOn, 656 F. 2d 820 (D.C. Cir. 
1981l. the IRS had concluded that i,"- prior revenue procedures had not been effective in identi· 
fying ilChoolo that wel'e racially discriminatory even though they ~::c~roressed an open en roU· 
ment pnlicy a nd had complied with the req uirement.. of Revenue P UTe 75-50. 



III. PRIOR CONGRESSIONAL ACTION 

In the 1950's, tax deductions from adjusted gross income for some 
portion of college expenses and an additional personal exemption 
for each student were the most common legislative proposals for 
tax relief for educational expenses. In the 1960's, tax credit propos
als became popular. From 1967 to 1977, six education tax credit 
proposals passed the Senate, but none was ever approved by the 
House of Representatives. As noted below, different tuition tax 
credit proposals passed both the House and Senate in 1978. 

1977 Legh/QtWn 

The Social Security Financing Amendments of 1977. as passed by 
the Senate, contained an amendment, known as the "Roth amend
ment," to provide a tax credit for certain educational expenses. 
This amendment was deleted from the bill by the conferees. 

The 1977 amendment would have allowed a tax credit for educa
tional expenses paid by an individual for himself. his spouse, or his 
dependents. The credit would have covered 100 percent of the eligi
ble educational expenses at institutions of higher education (but 
not graduate schools) or postsecondary vocational schools, up to a 
maximum of $250 for anyone individual. This credit would have 
been refundable only for the first year that it was effective. 

1978 Leghlation 
In February 1978, the Senate Finance Committee reported a 

House-passed tariff bill with an amendment providing a refundable 
credit for tuition and fees paid for undergraduate college and post
secondary vocational school expenses after August I , 1978, and for 
elementary and secondary school expenses after August I, 1980. On 
August I, 1981, this credit would have been extended to the educa
tional expenses of graduate students and part-time students. The 
credit would have been for an amount ~ual to 50 percent of tu
ition and fees, with a maximum credit of $250 per-student per-year 
as of August I, 1978, increasing to a maximum of $500 per student 
on August I , 1980. This bill was never considered on the Senate 
floor . 

The House Ways and Means Committee, in April, 1978, reported 
a bill (the "Tuition Tax Credit Act of 1978") that would have pro
vided a nonrefundable credit equal to 25 percent of the tuition paid 
by the taxpayer to one or more eligible educational institutions for 
himself, his spouse, or any of his dependents. l 

This credit would have been available only for tuition paid to un
dergraduate institutions of higher education and postsecondary vo
cational schools. The maximum credit would have been $100 for 
1978, $150 for 1979, and $250 for 1980. 

1 H.R. Rep. No. 95-1056, 95th Cong., 2d Sesa. (1978). 

IS> 
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The House amended this bill to provide a credit, with the same 
limits applicable to tuition paid to undergraduate institutions. for 
graduate postsecondary expenses. In addition. the bill was amended 
to provide a credit for expenses paid to elementary and secondary 
schools. The maximum credit for elementary and secondary school 
expenses would have been $50 for 1978. $1()() for 1979, and $100 for 
1980. 

The Senate Finance Committee. in August 1978, reported the 
House-passed bill with amendments (the "Tuition Tax Relief Act of 
1978").2 This bill would have provided a nonrefundable credit for 
an amount equal to 50 percent of the educational expenses paid by 
the taxpayer during the taxable year. Beginning August I, 1978. 
the maximum credit for undergraduate college or postsecondary vo
cational school expenses would have been $250. This amount would 
have increased to $500 on October 1, 1980. In addition, the credit 
would have been expanded to cover students in private elementary 
and secondary schools (including vocational secondary schools) and 
half-time undergraduate students, as of October 1, 1981. The maxi
mum credit for elementary and secondary school expenses would 
have been $250. The Senate amended this bill by deleting coverage 
for elementary and secondary school expenses and by providing 
that no credit would be allowed after December 31, 1983. 

On October 3, 1978, the Conference Committee reported a bill 
that would have provided a credit equal to 35 percent of tuition 
paid to institutions of higher education and postsecondary vocation
al schools. 3 The maximum credit allowed under this proposal 
would have been $100 for 1978, $150 for 1979, $250 for 1980, and 
$250 for 1981. The House rejected this proposal, and the Conference 
Committee submitted a second report that, in addition to a credit. 
for higher education expenses, would have allowed a credit for sec
ondary education expeilse8 (a maximum credit of $50 in 1978. $100 
in 1979, $100 in 1980, and $100 in 1981).4 This proposal was reject
ed by the Senate. 

96th Congress 
Although there were several bills providing for tuition tax cred

its introduced in the 96th Congress, no legislative action was taken 
on them. 

97th Congress 
In the 97th Congress, the Senate Committee on Finance reported 

a bill similar to S. 528 (see, S. Rep. No. 97-576, 97th Cong., 2d. Sess. 
(1982». That bill (H.R. 1635) differed from S. 528 in that it would 
have provided no credit for tuition paid to a school having an ad
missions policy that discriminated against handicapped children, or 
attendance at which did not satisfy State compulsory attendance 
laws. In addition, no credit would have been allowed for taxpayers 
with adjusted gross income of $50,000 or more (rather than $60,000 
or more). 

• s. Rep. No. 95-1066, 95th Cong., 2d Sees. (1978). 
• H.R. Rep. No. 95-1682, 95th Cong .. 2d Sea. (1978). A similar provision waa contained in the 

Sena.te version of the Revenue Act of 1978, but willi deleted in conference. (See, H.R. Rep. No. 
95-1800, 95th Cong .• 2d Sees. (1978).) 

• H.R. Rep. No. 95-1790, 95th Cong., 2d Sees. (1 978). 



IV. DESCRIPTION OF THE BILL 

A. General Provisions 

Congressional finding. 
The bill contains a policy statement that sets forth propositions 

that are based upon a Congressional finding that it is the policy of 
the United States to foster educational 'opportunity, diversity. and 
choice for- all Americans. This policy statement concludes that the 
primary purpose of the bill would be to enhance equality of educa
tional opportunity, diversity, and choice for Americans. 

Credit for tuition expenses 
Under the bill, an individual would be allowed to claim a nonre

fundable tax credit for 50 percent of certain tuition expenses paid 
during the taxable year to one or more eligible private educational 
institutions. Credits would be allowed only with respect to tuition 
paid for certain dependents who are under age 20 at the close of 
the taxable year in which the expenses are paid and with respect 
to whom the individual is permitted to claim dependency exemp
tions. Provided that over half of his or her support is received from 
the taxpayer, the payment of tuition expenses for (1) a son or 
daughter or a descendant of either, (2) a stepson or stepdaughter, 
(3) a brother, sister, stepbrother, or stepsister, (4) a son or daughter 
of a brother or sister, or (5) an individual (other than the taxpay
er's spouse) who has as his or her principal place of abode the 
home of the taxpayer and who is a member of the taxpayer's 
household, would qualify for the credit. Except for the taxpayer's 
children, these individuals would be required to have less than 
$1,000 of gross income for the calendar year in order to be claimed 
as dependents. 

Eligible educational institutions and qualified tuition expenses 
The credit would be available only with respect to tuition paid to 

certain educational institutions. An educational institution would 
be required to meet the following requirements in order for tuition 
paid to it to be a creditable expense: 

(1) It must provide a full-time program of elementary or second
ary education; 

(2) It must be a privately operated, not-for-profit, day or residen
tial school; and 

(3) It must be exempt from taxation under Code section 501(a) as 
an organization described in section 501(c)(3).1 (This includes 

, 'I'h.ne an OrganiwtiolUl that are orp.niz.ed and operated excluaiVi'ly for reJ~ charitable, 
edueational, or other enumeraled. pur~ no part of the net earninp of whlc:h inu ... to the 
benefit of any private shareholder or mdividual and which meet ~rta,n other specified reqlli ...... 
menta. 

no! 
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church-operated schools that currently are exempt from the re
quirement that applications for recognition of tax-exempt status be 
flied with the Internal Revenue Service.) 

While the bill would not require 8 private school to have by-laws. 
advertisements, admission application forms. or other such publica
tions. if an institution does have any such publications they would 
be required to include 8 statement that the institution does not dis
criminate against applicants or students on the basis of race. The 
form or manner for making this statement is to be prescribed by 
Treasury Regulations. 

Tuition expenses eligible for the credit would be tuition and fees ____ . 
paid for the full-time enrollment or attendance of a student at an 
educational institution, including required fees for courses. Howev-
er, amounts paid for (1) books. supplies, and equipment for courses 
of instruction; (2) meals, lodging, transportation, or personal living 
expenses; (3) education below the first.-grade level, such as attend~ 
ance at a kindergarten, nursery school, or similar institution; and 
(4) education beyond the twelfth-grade level would not be eligible 
for the credit. 

LimitatwlI$ on credit amount 
The credit would be subject both to a maximum dollar amount 

and a limitation based upon the amount of a taxpayer's adjusted 
gross income. Both the maximum dollar amount of the credit and 
the maximum income limitation would be phased in over a three
year period. 

The maximum credit allowable to a taxpayer with respect to tu~ 
ition expenses paid on behalf of each dependent would be: 

(1) $100 in the case of tuition expenses paid or incurred after 
July 31, 1983, in taxable years beginning in 1983; 

(2) $200 in the case of tuition expenses paid or incurred in 
taxable years beginning in 1984; and 

(3) $300 in the case of tuition expenses paid or incurred in 
taxable years beginning in 1985 or later. 

A special rule would provide that any tuition tax credits available 
to any taxpayer could not be taken into account in determining the 
estimated tax of a taxpayer for any taxable year beginning before 
January 1, 1984, or in determining the number of withholding ex~ 
emptions to which any taxpayer would be entitled with respect to 
remuneration paid before January I, 1984. 

The maximum credit amount would be reduced by a specified 
percentage of the amount by which a taxpayer's adjusted gross 
income for the taxable year exceeds $40,000 ($20,000 in the case of 
a married individual filing a separate return). The phase-out rate 
would be .5 percent for taxable years beginning in 1983; 1.0 percent 
for taxable years beginning in 1984, and 1.5 percent for taxable 
years beginning in 1985 and thereafter. These percentage phase-out 
rates would be doubled for married individuals filing separate re
turns. Thus, for taxable years beginning in 1985, a taxpayer with 
adjusted gross income of $60,000 or more ($30,000 in the case of a 
married individual filing a separate return) would receive no tax 
credit. 
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Special rules 
Under the bill, otherwise eligible tuition expenses would be re

duced by certain amounts paid to the taxpayer or his dependents. 
These amounts are: (1) amounts received from tax-free scholarships 
or fellowship grants; (2) certain Veterans' benefits; and (3) other 
tax-exempt educational fmancial assistance (except for excluded 
gifts, bequests, devises, or inheritances). If the scholarship is paid 
directly to the school and the school sends a bill for tuition to the 
taxpayer that is net of the scholarship, the taxpayer would not be 
deemed to have been paid the scholarship; the scholarship would 
be excluded from the computation of tuition expense. 

B. Anti·discrimination Provisions 

Overview 
No tax credit would be permitted for tuition payments to schools 

that follow racially discriminatory policies. The bill would derme 
the term "race" to include color or national origin. 

Under the bill, an educational institution would be treated as fol
lowing a racially discriminatory policy if it refused, on account of 
race: (1) to admit applicants as students; (2) to admit students to 
the rights, privileges, programs, and activities generally made 
available to students by the educational institution; or (3) to allow 
students to participate in its scholarship, loan, athletic, or other 
programs. 

A racially discriminatory policy would not inelude failure to 
pursue or achieve any racial quota, proportion, or representation in 
the student body. 

Required publication of TUmdiscriminatorll policg and report to 
Treasurll Department 

Eligible schools would be required to include a statement of non
discriminatory policy in all published by·laws, application forms, 
advertising, or other such published documents. 

The bilI would also require a school to file annually with the 
Treasury Department a statement 'declaring that it had not fol· 
lowed a racially discriminatory policy and indicating whether a 
judgment declaring that the school had followed a racialy discrimi
natory policy was in effect. The statement would have to indicate 

,whether the school had complied with the requirement that it in
'.elude a statement of nondiscriminatory policy in its published by
~laW8, application forms, advertising, etc, Additionally, a copy of the 
nondiscrimination statement would generally have to be furnished 
to each person paying tuition to the school. A copy of the state
ment would have to be attached to the t.a::X return of each person 
chUrning a credit for tuition paid to the school. 

En!orcenrent proceeding. 
Ynder the bill, the Attorney General would be responsible for de

termining whether a school followed a racially discriminatory 
poUcy.2 The Attorney General would be authorized and directed to 

"The bill , .. printed, contains _ t~ error OP Ne 6, line 7. The correct te'll of the 
bill, .. iotroduoed on Februar:r 17, 1m, _PJ-n on ~ SIS36 ol the eona-r-ional Record for 
th.t <b.y, 
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seek a declaratory )u~ent against a school after receiving a wri~ 
ten allegation of discnmination med by a complainant against the 
school and fmding ~ood cause. This wntten allegation would be re
quired. to allege with specificity that (1) the school had committed a 
racially discriminatory act against a student applicant or student 
within one year preceding the date on which the allegation was 
made. or (2) that the school had made a communication within one 
rear preceding the date on which the all~ation was made, express-
tng that the school follows a racially discnminatory policy. 

The Attorney General would be required. upon receipt of a writ
ten allegation, promptly to notify the school. in writing, of the. ex· 
istence of the allegation. Before commencing a declaratory judg· 
ment proceeding, the Attorney General also would be required to 
give the school a fair opportunity to comment on the allegations 
made ~aiIl8t it by the complainant and to show that the racially 
discrimmatory policy alleged in the written allegation either did 
not exist or had been abandoned. 

If the Attorney General decided not to seek a declaratory judg
ment against the school. he would be required to make available to 
the complainant the information on which he based his decision. 
including any relevant information submitted by the school. He 
would not be required or authorized. however. to make available 
any information the disclosure of which would violate any Federal 
or State law protecting personal privacy or confidentiality. 

Instead of seeking a declaratory judgment, the Attorney General 
could. in his discretion. enter into a settlement agreement with a 
school against which an allegation of discrimination had been 
made. However. before doing so, the Attorney General would be ~ 
quired to find that the school had been acting in good faith and 
had abandoned its racially discriminatory policy. A copy of any set,.. 
tlement agreement would be required to be furnished to the com
plainant whose allegations resulted in the Attorney General's in
vestigation. If the school violated the settlement agreement, then 
no subsequent all~ation would need to be fLIed before the Attorney 
General could initiate a declaratory judgment proceeding or com
mence a proceeding to enforce the terms of the settlement. 

Attorney.' fee. 
The bill would authorize the district court to award costs and 

reasonable attorneys' fees to a school prevailing in a declaratory 
judgment proceeding brought by the Attorney General. 

D;'continuaMe of racially d;'cr;mllUllory polk" 
The bill provides that a school against which a declaratory judg

ment had been rendered could, at any time after one year from the 
date of the judgment, fLle with the district court a motion to modify 
the judgment to include a declaration that the school no longer fol
lowed a racially discriminatory policy. The motion by the school 
would be granted, and tuition paid to the school that is otherwise 
qualified would again become eligible for tax credits. unless the At
torney General established that the declarati.on by the school was 
false, or that the school had, within the preceding year, (1) commit
ted a racially discriminatory act against a student or applicant, (2) 
communicated that it followed a discriminatory policy, or (3) en-
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gaged in a pattern of conduct to implement such a racially discrim
inatory policy. 

Period of disallowance of tax credits 
No credits would be allowed for amounts paid to a school during 

the period in which a declaratory judgment against the school was 
in efl.'ect. Generally, a declaratory judgment would be effective be
ginning with the calendar year in which it was entered by the dis
trict court, whether or not it was appealed. The period of disallow
ance would end only if a motion to reinstate credits was granted by 
the district court. In that event. credits would again be allowed be
ginning with the year the motion was granted by the district court, 
whether or not that motion was appealed. 

Annual report by Attorney General 
The bill would require the Attorney General to make an annual 

report to the Congress on his activities regarding enforcement of 
the anti-discrimination provisions. 

Credit not to be considered as Federal assistance 
The bill provides that tuition tax credits would not constitute 

Federal financial assistance to educational institutions or the recip
ients thereof. 

C. Effective Date 

The bill generally would be effective for tuition payments made 
after July 31, 1983. However, no credits would be allowable until 
either a rmal decision of the Supreme Court of the United States or 
an Act of Congress prohibits the granting of a tax exemption under 
Code section 501(a) by reason of section 501(cX3) to private educa
tional institutions maintaining a racially discriminatory policy or 
practice as to students. 

D. Revenue Effect 

It is estimated that the bill would reduce budget receipts by $245 
million in fiscal year 1984, $526 million in fiscal year 1985, $753 
million in fi scal year 1986, $779 million in fi scal year 1987, and $763 
million in fi scal year 1988. 

o 


