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I 
ALL FOSTER CARE PAYMENTS SHOULD RECEIVE 

THE SAME INCOME TAX TREATMENT 

Present Law Results in Disparate Income Tax Treatment of Foster Care Payments 

Foster care providers are permitted to deduct payments for caring for foster individuals if detailed expense records· I 
, 

are maintained to support such deductions. 

I Ho~vever, in lieu of extensive record keeping, Section 131 of the Internal Revenue Code permits foster care 

I 
providers to exclude from taxable income payments they receive to care for foster individuals. Who is eligible for 
this exclusion depends upon a complicated analysis of three factors: the age of the foster care individual, the type of 
foster care placement entity and the source of the foster care payments. See attached chart. 

For children under 19 years old, Section 131 permits foster care providers to exclude payments from taxable income 
only when a State, a political subdivision thereof, or a charitable tax exempt placement agency places the individual 

I and makes the foster care payments. 

I 
For adults age 19 years and older, Section 131 permits foster care providers to exclude payments from taxable 
income only when a State or political subdivision thereof places the individual a!ld makes the foster care payments. 

S. 670 and H.R. 1194 Would Simplify the Treatment of Foster Care Payments 

I S. 670 and H.R. 1194, both with the same content and simultaneously introduced by Senator Jeffords and 

I 
Representative Lewis, respectively, would simplify the current rules for foster care payments. The bills would amend 
Section 131 to allow for the exclusion of foster care payments paid to families, regardless of the age of the foster care 
individual or whether the State or political subdivision works with a private agency to make the placement and 
payments. To ensure appropriate oversight, the bills require the placement agency to be either licensed or certified by a 
State or political subdivision thereof. 

I The proposed amendment in S. 670 and H.R. 1194 was included in the House, Senate, and Conference Committee 
versions of the Taxpayer Refund and Relief Act of 1999, H.R. 2488, the major tax bill passed by the Congress in 
August 1999. Under the Conference Report, the provision would be effective prospectively, for taxable years 

I beginning after December 31, 1999. 

Foster Care Payments Should Receive Uniform Income Tax Treatment 

I 
I States and localities across the United States are increasingly relying on private agencies to arrange for foster care 

services for children and adults. However, foster care providers are reluctant to accept placements and payments by 
such private agencies when current law requires the provider to include such payments as taxable income and 
maintain extensive records to justify tax deductions. In contrast, if the foster care placements and payments are 

I 
made by a State or political subdivision thereof, current law permits the provider to exclude such payments from 
taxable income. Micorescu v. Commissioner, T.e. Memo 1998-398. Many foster care providers are thus 
deterred by current tax law from using private placement agencies, thereby reducing the availability of care 
altematives for individuals requiring assistance. No rational basis exists for the current disparate treatment of 
payments received by foster care providers. S. 670 and H.R. 1194 remedy the problem. 

I 

I 
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I EXCLUDABILITY OF FOSTER CARE PAYMENTS FROM INCOME 
UNDER SECTION 131 AS CURRENTLY IN EFFECT 
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Placement Agency Payor Age of Foster 
Care Individual 

Payment 
Excludable? 

State or political subdivision State or political subdivision < 19 years Yes 
State or political subdivision State or political subdivision 2: 19 years Yes 
State or political subdivision SOI(c)(3) < 19 years Yes 
State or political subdivision SOl(c)(3) 2: 19 years No 
State or political subdivision Not SOl(c)(3) < 19 years No 
State or political subdivision Not SOI(c)(3) 2: 19 years No 

Licensed SOI(c)(3) State or political subdivision < 19 years Yes 
Licensed SOl(c)(3) State or political subdivision 2: 19.years No 
Licensed SO 1 (c )(3) SOl(c)(3) < 19 years Yes 
Licensed SOl(c)(3) 501(c)(3) 2: 19 years No 
Licensed 501{c)(3) Not SOl(c)(3) < 19 years No 
Licensed 501(c)(3) Not 501(c)(3) 2: 19 years. No 

Not 501(c)(3) State or political subdivision < 19 years No 
Not 501{c)(3) State or political subdivision 2: 19 years No 
Not 501(c)(3) . 50l(c)(3) < 19 years No 
Not SOI(c)(3) . 501(c)(3) 2: 19 years No 
Not 501(c){3) Not 501(c)(3) < 19 years No 
Not 501(c)(3) Not 501(c)(3) 2: 19 years No 
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I BACKGROUND ON THE TAX TREATMENT OF 

PRIVATELY ARRANGED,FOSTERCARE 


I 
Government entities across the United States are increasingly relying onpri\'ate agencies to 
arrange foster care services for children and adults.

I 
Foster care providers bring children or adults into their own homes to live as family members. 
These foster homC!s have proven their efficacy when compared to institutional services and are a 

I growing choice not only of state and local governments. but also of individuals who benefit from 

I 
support in a home environment and of the families of such individuals. This type of residential 
alternative also, adds to the available stock of community housing and expands the availability of 
qualified individuals who can provide support to both adults and children with disabilities. The 
private sector continues to play an important and growing role on behalf of many state and local 

I governments by arranging for and supervising these homes. 

I 
Congress has recognized since 1983 that payments to foster care providers sbould receive 
special tax treatment. 

I 

In 1983. Congress first enacted Section 131 of the Internal Revenue Code to allow foster care 
providers to exclude from taxable income payments reimbursing such providers for expenses I incurred to care for a foster child under 19 years old. The provision retroactively applied to 
taxable years beginning after December 31. 1978. Because the rule was limited to cover only 
payments which reimbursed particular foster care expenses. foster care providers still were 
'required to maintain detailed records of such expenses in order to qualify for the exclusion. 

I In 1986, Congress again addressed the tax treatment of foster care payments. That year, Section 
131 was simplified in two ways. First, the exclusion of foster care payments from, income now, 
applied to amounts paid for the provision of foster care, rather than amounts paid as 

I reimbursements for qualified foster care expenses. Accordingly. it was no longer necessary for 
providers to maintain detailed expense records to establish the extent to which payments 
represented reimbursements of actual expenses. Second. the exclusion of foster care payments 

I from income now applied to payments received for services provided to individuals age 19 years 
and older as long as a State (or political subdivision thereof) placed such individuals'with the 
provider. Section 131. as amended in 1986. is currently in effect. 

I 
Thus, under current law, payments to foster care providers for care 'of individuals ofany age are 
uniformly excluded from the gross income of a foster family m when a State (or political 

I subdivision thereof) both places the individual and makes the payments. Further, payments to 

I 
foster care providers who care for adults age 19 and older placed by an entity other than a State 
(or political subdivision thereof) are uniformly included in the provider's gross income -- even if 
such placements are made under a contract with a State (or political subdivision thereof). 
Similarly, payments for the care of children under age 19 who are placed with the foster care 

I provider by an organization other than a State. a political subdivision thereof, or a licensed, tax­
exempt charity are uniformly included in the provider'S gross income. 

I 

I 




I 
I Current statutory language discourages mucb-needed foster care providers from 

participating in foster care programs. 

I Under current law, foster care providers who receiye payments that are not excludable under 
Section 131 are permitted to deduct payments for caring for foster individuals only if detailed 
expense records are maintained to support such deductions. As a result, otherwise-willing foster· 

I care providers are discouraged from accepting individuals placed by a private agency because 
such providers would be forced to keep extensive records of every expense made for individuals 
in their care in order to lower their taxes.·

I 
Recent judicial decisions reinforce disparate tax treatment. 

I Payments received by an adult foster care provider (and a child foster care provider, unless a 

I 
I 

Section 501(c)(3) organization is involved) are deductible when a private entity places the 
individual with the provider and makes the payments to the provider ~ when the provider 
substantiates such deductions with detailed records of expenses. However, payments received by 
a foster care provider are excludable from taxable.income when a State or political subdivision of 
a State places the individual with the provider and makes the payments directly to the provider. 
The statutory language of Section 131 creates illogical differences in the tax treannent of the 
payments received by the foster care providers inasmuch as taxation results simply because 

I placements are made by, and funding is transmitted through private entities. As a result, many 
cost-effective alternatives to institutional care are lost. 

I The Tax Court, on November 10, 1998, held that an Oregon family providing foster care services 
to adults in its home may not exclude from income payments received from the tax-exempt, 
charitable organization that placed such foster individuals with the family: Micorescu v. 

I Commissioner, T.C. Memo 1998-398. The court reasoned that because the adult foster 
individuals were placed with the family by a tax-exempt, charitable organization rather than by 
the· State or an agency of the· State, such individuals were not "qualified foster individuals" 

I within the meaning of Section 131. The court reached such conclusion even though the 
organization that placed the adults in the family's home both contracted with and received funds 
from the State of Oregon.

I 
S. 670 and H.R. 1194 would eliminate tbe illogical differences in tbe tax treatment. of 

. payments received by foster care providers. 

I 
There is no logical basis for the disparate treatment imposed on amounts paid for foster care 

placements arranged by private entities. Since State and . local governments are increasingly 


I turning responsibility over to such private entities (~, for identifying and training foster care 


I 

providers, placing individuals with foster care providers, transmitting State foster care program 

funds, and supervising quality assurance) all such payments received by foster care providers 

should be treated the same, regardless of the age of the foster care individual or whether the State 


I 

or political subdivision works with a private agency to make the placement and payments. 

Foster care has demonstrated its cost effectiveness; and in a time of increased scrutiny of the use 


I 

ofpubJic dollars, foster care should be encourage;d. S. 670 and H.R. 1194 propose a much needed· 

simplification of this unnecessarily complex provi~ion of the Internal Revenue Code, by treating 

all such foster care payments the same. 


I 




I 

I See Attachment A for excerpts from the Committee Reports that accompanied the enactment and 

. later amenclfnent of Section 131. 

I See Attachment B for the text of Section'l31. 
See Attachment C for the Conference Report description and statutory language of H.R. 1194/S. 
670 as included in the Taxpayer Refund and Reli~fAct of 1999 

I See Attachment D for Joint Tax Revenue Estimate , 

See Attachment E for Senator Jeffords' Dear Colleague. 

See. Attachment F fqr the text of S. 670. ­

I See Attachment G for Senator Jeffords' introductory statement in support of s. 670. 

See Attachment H for Representative Lewis' Dear Colleague. 

See Attachment I for the text of H.R. 1194. 


I See Attachment J for Representative Lewis' introductory statement in support of H.R 1194. ­
See Attachment K for the text ofMicorescu v. Commissioner, T.C. Memo 1998-398, the recent 

Tax Court decision examining the tax treatment of foster care payments. 


I See Attachment L for a State-by-State li~ting of the estimated number of foster care providers in 

1996. 

See Attachment M for the text of testimony submitted to the House Ways & Means Oversight 


I Subcommittee. 

See Attachment N for the letter of support sent to House Ways and Means Committee Chairman 

Bill Archer. 


I See Attachment 0 for the letter of support sent to Senate Finance Committee Chairman William 

-Roth. 


I 
I 
I 
I 
I 
I 
I 
I 
I 
I 



I 

AnachmentAI 

I 

I 

I 

I 

I 

I 

I 

I 

I 

I 

I 

I 

I 

I 

I· 

I 

I 

I 


COMlaitt. 1..-,. Oft P.L 99-5 t.. (Tera 
R.fOf.. Act of 1916) 

.02 £.'1......r",......-". bin I'MdU1ft tlw 
('vb.... f.. CMun fOil... C'Ift ""m~lS to that 
tlw n.chaioD IDpl;" to amount1 paid f.. qua1irlld f*... 
C'1ft. rat.... than III'IClUan !)lid • ""ml:uvrMftn at 
quaW'iild I..... c:wt nDfIMI. AI • 1"f'IU1t. I"R'aI"dkI'fSrinl 
to fllabUIft tM ftC.... t. which ..ytMftll mm...... 
panalar fGll... c:wt n ...... will 111M til IWCftYl'1. 
-H...c•••itt.. ...... . 

". coaItnftI:II 1IO'MftIIl1 lono-t tM H.. bin ia 
"liminalu. tM I"f'QUiftfnItI 01 drtalled ~ftPiIW • 
• &:andtt_ ,.. obCaminI tM n:duIiaL Thii ~ 
o&twI ....... not fXPIftIt ow IYPII 01 PIIYfM'Ilt1 flletblr 
f. ,t. ftduIiaIL· 

AlIa. tt. coal.,..... lIII"n- deAltft 1M .........e.... 

. limicae_ thM tht ndwiaft ..... witta ~ •• 

{GIl... eMf .., 01 ~:hildlw ........... 19. (HOWII'¥tr. is 
tM ~ 01 any f.... hanw in whictt tNn .01 feN... C..1"fICi.-. ..... au.iMd 1ft 19. fOlU'l" c-. NytMfttl. 
indudlnr difficulty 01 C'Iftt .."...1'1. .... not. nctucIa.... 
to 1M ftClftt ..... f...... ttwl n¥ll ...... , ..... (MI' 

,tIC....., ". ....... ietnd thai chill ftlI'fIMM 01 
,t. nctIIDiaft ,. IIduII f... \... it Iilni'" t. caI"t .. 
indMdu&ll .... ..,..,. 'N'" \... wit",", t ...... 0W8 
__ to a:IuItt ... tww .... pIKId in d.~c-. '" Ia· 
aa'ftCY 01 tM SI.t•• politic'll ~~~.
. ian, dftina... _ ........... f.. 'Io4A:ft 'unnaun. nw 
nchaiaa daft 111M ap. to paylNftb co ....tCl" 01 
bou'dinl ...., ... PI wicW "... .... bawd to _ttl 
wtw ........ bMt .,... ill ,.... rart> t..... IN 
ac1ian1 tI • ...,..".,.....ua ...., f'I"'I*'Ii" f. adult 
fClllloCII'an. 

'. "C'hIII Dt"O"iIianI 1ft tfffCIlw f. t..... yftft twtn.... 
ninI oa .. _It. J..., I. ,..-C••,........ c••­..i'.......... . 


COIa.itt. R..., Oft P.L 91·473 (1983' 
03H...... 

nw Hcut bm nd.......Cram IN .,.".. inc'Ot'rW 01 
,...... I*"f'iae IIftGIU.ftts paid to mmtlurw rlw fOlol.,. g.;u. 
me ,...tht ftPl'l'lll 01 carint , .. a fClaI« ,'!'I11d ("'..... tl'w 
_ 01 19) ie IN fOIl.,. l*'Ifte~, hamt Ind difrnlty 01 
C'Vt ..,......C!I. This nthaion. in IIW C"!IIIW 01 difnC\llly 01 
c-. DaytMftfti. • a........tlft ~ to payftWft" far 
IIw CIItt 0( .... t. 10chi...... . . 

Difficult), at C'Vt N,......., 1ft payftWftl' that 1ft 


c........,... ,.. PI"CMdI.. tht -*Htiunal ~.... "" a f,- ­

Itr eNId wt'IidI • rfQ\Iind .., I"eIIIIOft oC a ""Y'tClll 

1NIIUII. .. "'*.............iLh~·1 to whM.-t'I tl'w 

Stale _ .......... t.NI thin ill a ....0 til ..xkliuonal 

1.........'_ &lid wtaiI:ft. pn¥iOnt in tlW hunw of II'w 
to.c. PI!""­

1ft .., f.. ..,...... t. til ftLi .... i... tht (",,'If d,.1d 
wilft t"II8IIII:I co we- NJ1ftIIft" 1ft made rn~1 "-' 
pllcild '" .. ~ 01 • SCa.... pUli~.-aI "4o\bdi""iun 
IhIncIf. .. '" • Sla.~ prinl". t"..ll.'mcu 
1tIIftIC1. 
". .....,.......... t. 1as.abW )'".u... hftinninc 11t« 

DfttmIIIr JI. 1971. 

s.uta ........, 

". .... IIIIlr"'.r it timi_ 10 tN H_ .,.n. 

. wi.h cwo I'lIftOc ... F1nI. tht ~l" <llftlrftdftWftl "I' 
ctudII aNy dlftInIlty 01 C'II't Nymm" MIC rt"m""...... 
"'"'It. SIcandl tM UMuctlllfftt rt.- nut I"t'fIUI" I)rIwatf' 
~ ........ to bit u.."fftIIld by tlw !'\lltf'. 

C................. 

.". C'OftI~ _,,".nc fnl..... tN tiOU'W ~III. 
~_....wa C•••te_ ........ 



I 	 ,Attachment B 

I Sec. 131. Certain foster care payments 

(a) General rule 

I Gross income shall not Include amounts recetved by a foster care proVIder dunn'l the taxablevear as 
qualified foster care paymentS. - . 

(b) Qualified foster care payment defined 


I For purposes of this section·· 


(1) In general 

I The tenn "qualified foster care payment" means any amount­

(A) which is paid by a State or political subdivision thereof or by a placement agency which is 
described in'section 501(c)(3) and exempt from tax under section 501(a). and

I 	 (B) which is-

I 
(i) paid to the foster care provider for caring for a qualified foster individual in the foster 

care provider's home, or 

(ii) adifficulty of care payment. 

I 

(2) Qualified foster individual ' 


The term "qualified foster individual" means any individual who is living in a foster family home in 
which such individual was placed by-

I 	 (A) an'agency of a State or political subdivision thereof. or 

(B) in the case of an individual who has not attained age 19. an organization which is licensed by 
a State (or political subdivision thereof) as a placement agency and which is described in

I section SOl(c)(3) and exempt from tax under section SOl(a). 

I 
(3) Limitation based on number of individuals over the age of 18 
In the case of any foster home in which there is a qualified foster care individual who has attained 

I 
age 19, foster care payments (other than difficulty of care payments) for any period to which such 
payments relate shall not be excludable from gross Income under subsection (a) to the extent such 
payments are made for more than 5 such qualified foster individuals. 

(c) Difficulty of care payments 


For purposes of this section-:­

I 	 ( I) Difficulty of care payments 

I 
The tenn "difficulty of c;are payments" means payments to individuals which are not described in 
subsection (b)( 1 )(8)(i), and wbich­

(A) are compensation for providing the additional care ofa qualified foster individual which is­

I 
(i) required by reason of a physical. mental. or emotio,nal handicap of such individual with 

respect to which the State has determined that there is a need for additional 
compensation, and 

(ii) provided in the home of the foster care provider, and 

I 	 (B) are designated by the payor as compensauon described in subparagraph (A). 

(2) Limitation based on number of individuals 
In the case of any foster home. difficulty of care payments for any period to which such payments I 	 relate shall not be ex~ludable from gross income under subsection (a) to the extent such payments 
are made for more than-

I (A) 10 qualified foster individuals who have not attained age 19'1l1\d ," 

(B) 5 qualified foster individuals not describ~d in subparagraph (A). 

I 
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I 
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 106TH Congress HOUSE OF REPRESENTATIVES Report 


r Session 106- 289 

I 

I 


TA.XPAYER REFUND AND RELIEF ACT OF 1999 

I 

I CONFERENCE REPORT 

I 
 . To Accompany 


H.R. 2488 

I 

I 

I 

I 

I 
I August 4, '1999 . 

I 
I 
I 
I 
I 
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 E. Expand tbe Exclusion from Income for Certain Foster Care Payments 

(sec. 1301 oftbe House biD sec. 203 oftbe Senate amendment and sec. 131 oftbe Code)

I Present Law 

I Generally, a foster care provider may exclude qualified foster care payments, (including 
difficulty ofcare payments) from gross income ifcertain requirements are satisfied~5 First, such 
payments must be paid to the foster care providers by either (1) a State or political subdivision of'

I 	 a State; or (2) a tax-exempt placement agency. Second, the payments, including difficulty ofcare' 
payments, must be paid to the.foster care provider for the care of a "qualified foster individual" in 
the foster care provider's home. A qualified foster individual is an individual living in a foster care I 	 faIDily home in which the individual was placed by: (1) an agency of the State or a political 
subdivision of a State; or (2) a tax-exempt placement agency if such individual was under .the age 
of19 at the time ofplacement. Third, the exclusion of foster care payments generally applies toI qualified foster care payments for five or fewer foster care individuals over the age of 19 in a 
foster home. In the case ofdifficulty ofcare payments, the exclusion applies topayments for ten 

. or fewer foster care individuals under the age of 19 ,in a foster home and to payments for five orI fewer foster care individuals at least age 19 in'a foster home. 

I 	 House BiD 

The House bill makes two principal modifications to the exclusion for qualified foster care 

I payments. First, the House bill expands the list ofpersons eligible to make qualified foster care 
payments. Therefore, the exclusion applies to qualified payments made pursuant to a foster care 
program ofa State or local government which are paid by ,either: (1) a State or political 

I 	 subdivision ofa State; or (2) a qualified' foster care placement agency, whether taxable or tax­
exempt. Second, the bill expands the list ofpersons eligible to place foster care individuals. 
Specifically, the bill allows placements by either: (1) a State or a political subdivision ofa State;

I 	 or (2) a qualified foster care placement'agency. For these purposes, a qualified foster care 
placement agency is defined as any placement agency which is licensed or certified by: (1) a State 
or political subdivision of a State; or (2) an entity designated by a State or political subdivisionI 	 thereof, for the foster care program ofsuch State or political subdivision to make payments to 
providers of foster care. 

I The House bill allows State and local governments to employ both tax-exempt and taxable 
entities to administer their foster care programs more efficiently; however, it does not extend the 
exclusion to payments outside such foster care programs (e.g., payments to a foster care provider I 	 from friends or relatives of foster care individual in its care). 

I 5 A difficulty ofcare payment is a payment designated by the person making such 
payment as compensation for providing the additional care of a qualified foster care individual . 
which is required by reason ofa physical, mental, or emotional handicap of such individual andI with respect to which the State has determined that there is a need for additional compensation. 

I 	 , -15­

I 




I 
I Effective date.--the House bill provision is effective for taxable years beginning after 

December 31, 1999. 

I Senate Amendment 

I Same as the House bill. 

Conference Agreement 

I 
 The conference agreement follows the House bill and the Senate amendment. 

I 

I 

I 

I 

I 

I 

I 

I 

I 

I 

I 

I 
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I 
 follo'ws through "shall be applied" and 1:llserling 


"(other than with respect to sections 63(c)(4) and 

I 151 (d)(4)(A)) shall be applied". 

(2) ..Paragraph (4) of section 63(c) is amended by 

I 
I adding at the end the following flush sentence: 

"The preceding sentence shall not apply to the 

amount referred to in paragraph (2){A).". 

I (d) EFFECTIFE DATE.-The amendments made by 

this section shall apply to taxable years beginning after 

I 	 December 31,2000. 

I 
 ~ SEC. lIZ. EXCLUSION FOR FOSTER CARE PAYMENTS TO 


APPLY TO PAYMENTS BY QUALIFIED PLACE· 

I MENT AGENCIES. 


(a) IiY GE.VERAL.-The matter preceding subpara­


I 
I graph (B) of section 131(b)(1) (defining qualified foster 

care payment) is amended to read as follmcs: 

"(1) IN GEXERAL.-The term 'qualified foster 
I 

I 	 care payment' means any payment made pursuant to 

a foster care program of a State or political subdivi­

I 
I sion thereof­

"(A) which is paid by­

"(i) the State or political subdivision 

I thereof, or 

I 
"(ii) a qualified foster care placement 

agency, and". 

I 
I 	

-'. 
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I 	 (b) QU.4LIFlED FOSTER I.YDWIDF.lLS To I.YCLFDE 

I, 

INDIVIDUALS PLACED B}" QU.'lLIFIED PLACEJIE.VT AGES­

,I 'CIES.-Subparagraph (B) of section 131(b)(2) (defining 

qualified foster individual) is amended to read as follows: 

I 
"(B) a qualified foster cm'e placement agen­

cy.." 

(c) QUALIFIED FOSTER CARE PLACEJIEXT AGENCY 

I DEFINED.-Subsection (b) of section 131 is amended by 

redesignating paragraph (3) as paragraph (4) and by in-, 

I 
I serting after paragraph (2) the followi,ng new paragraph: 

"(3) QUALIFIED FOSTER CARE PLACEJIEXT 

AGENCY.-The term 'qualified foster care place:ment 

I 
I agency' means any placement agency 'tt'h-ich is li­


censed or certified by­

"(A) a State or political s'llbdil'is1:on thereof, 


I 	 . or 

«(B) an entity designated by a State or po-

I litical subdivision thereof, 

for the foster care program of such State or political 

I subdivision to make foster care payments to providers 

I' offoster care.". 

(d) EFFECTIVE DATE.-The a~endments made by 

I 	 this section shall apply to taxable years beginning after 

December 31, 1999. 

I 
I· 
:1 
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JOINT COMMrrrfE ON TAXATION 
August 4, 1999 

JCX-61·99 

ESTIMATED BUDGET EFFECTS OF THE CONFERENCE AGREEMENT FOR H.R. 2488 

Fiscal Years 2000· 2009 

(Millions of DoilarsJ 

Provision 	 Effec1lve 2000 2001 2002 2003 2004 2005 2006 2007 2008 .2009 20Il0-04 2000-09 

I. Broad-Based and Famll, Tall Relle1 Provisions 
A. 	 Reduction in Individual Income Tax.es • 15% rate 

reduced to 14.5% in 2001 and 2002,14% in 2003 
and thereafter; all other rates including AMT reduced 
by 1 percentage point in 2005; increase 14% 
bracket width for non-joint returns by $3,000 ino 
2006; sunset after 2008'i: 

j B. Family Tax Reliel 
1..Etimination of marriage penalty in standard 


u 
 deduction· standard deduction for joint return s8t at 
~ two times Single standard deduction, phased in over· 
~ 5 years; increase width of 14% bracket to 2 times 

the single bracket, phased in over 4 years beginning 
in 2005. sunset after 2008 .................................. . 

2. Marriage Penalty Relief Relating to the Earned 
Income Credit· increase the income starting and 
ending point lor the earned income credit lor 
married couples laing joint returns by $2.000 
indexed after 2006 (phaseout rate stays the same) ............. . 

~ 3. Tax exclusion lor certain losler care payments 
4. 	Expansion 01 adoption credit - lor special needs 

adoption only, eliminate expense requirement and 
allow a $10,000 tax credit lor special needs 
adoptions beginning in 2001 

5. 	Increase the dependent care tax credit - Increase 
percentage to 35% lor AGI under $30,000; increase 
percentage 10 40% In 2006; index maximum 
expense limits lor inllation; percentage phases 
down in 1% increments, but not below 20%,lor 
each $1.000 01 AGI over $30.000; expand allowable 
expenses to $200 per month for all children under 
age 1 beginning in 2006 

-'- - - - - - - ­

tyba 12131100 -7.927 -11.585 -20.207 -25.176 -37.718 -SO.819 -54.740 -57.297 -17.105 -64.895 -282.574 

tyba 12131/00 -748 '1.841 -2.827 -3.921 -8,163 -17.724 -22.076 -27.563 -28.018 -9.337 -112,881 

tyba 12131105 -263 -1,315 -1.302 -1.283 -4.163 
Iyba '12131/99 -6 -14 -21 -29 -37 -44 -52 -61 -70 -80 -106 -414 

tyba 12131/00 .-8 -28 -30 -33 -36 -39 -41 -42 -43 -99 -300 

tyba 12131101 	 -71 -291 -313 -328 -541 -1.135 -1.093 -1.134 -675 -4.907 

- - - - - - -.- - ­



I Attachment E 

'lanittd ~tatts ~rnat£I 
WASHIN~TON. DC 20510 

May 26, 1999 I " 

I 
Dear Colleague: 

I Many of our State and local governments have decided that foster care 
placements-where families open their homes to an adult or child with disabilities or 
otherwise in need of government support-are the best way to serve those with special 

I needs. F oster care affords those with special needs the opportunity to participate in 
the normal routines of home life that most of us take for granted. 

I Under our current tax laws, foster care providers are allowed to deduct 

I 
expenses they incur caring for foster individuals; they are required to maintain detailed 
records to support these deductions. For certain foster care providers, section 131 of 
the Internal Revenue Code provides for a special exclusion for foster care payments. 

I 
Foster families eligible for this exclusion need not report their foster care payments as 
income; nor do they have to maintain detailed records of household expenses for tax 
purposes. Eligibility for this exclusion depends on a complicated analysis of three 
factors: the age of the individual in foster care:· the type of the foster care placement 
agency; and the source of the foster care payment. 

I Increasingly, State and local governments are licensing or certifying experienced 
private agencies to arrange and make placements for foster care services. These 

I 

agencies then enter into contracts with families to provide foster care. Unfortunately, 

foster care payments made under arrangements with private agencies often do not 
qualify for exclusion from income under section 131. We believe that section 131 's 
disparate treatment of foster care payments impedes this arrangements. There are 

I other problems with the current tax regime. For example, eligibility for the section 131 
exclusion arbitrarily ends on the nineteenth birthday of the individual" In foster care. As 
of that date, foster care payments, previously .excludable from the provider's income. 

I become taxable. This is so even if there has been no change in the foster individual's 
circumstances, and notwithstanding a governmental determination that the individual 
should remain in foster care. 

I 
I Section 131 has led to a great deal of confusion among both governmental 

agencies and foster care providers. This confusion has discouraged governments from 
contracting with and taking advantage of the expertise and experience of private 
placement agencies, Because of confusion about the tax treatment of foster care 
payments, potential foster families have refused to participate in foster care programs. 

I 
I 
I 
I 



I 
I 

Earlie'r this year, we introduced S. 670, which we believe will address the 
complexity of current law, support the decisions of local lawmakers who have chosen to 
rely on private placement agencies, and encourage more potential providers to ' 
participate in foster care programs. S. 670 amends Section 131, so that families will be 

I allowed to exclude foster care payments from income, regardless of the age of the 
individual in foster care and regardless of whether a State or local govemment itself 
makes foster care placements and payments, or works with a licensed or certified

I agency to provide these services. 

I 

We urge you to co-sponsor S, 670. If you would like to be a co":sponsor. or.have 


any questions about the bill, please contact Jeff Fox in Senator Jeffords' office at 224­
5141 or Jim Fenton in Senator Dodd's office at 224-2823. 

I 
 Sincerely, . 


I 

I 

I 

I 

I· 
I 

I 

I 

I 

I 

I 

I 

I 




I 	 Attachment F 

I 
I 	

, !! 

106TH COXGRESS 
'l:-iT SEsslU~I 	 S.670 

I 	 To amend the lntenud Revenue Code of 1986 to pro\;dt.' that tht.' cxciu::;ioll 

I 
from gross income for foster care pnynllmts !Shall ,,1::;0 appl~' to pil~lUt'lIt.s 

by qualiQing placement agencies. and for other purposel:i. 

I 

IX THE SEXATE OF THE UXITED ST ...-\TES 

I 	 lL\.RCH 19. 1999 
llr. JEFFORDS (for himself and llr. DODD) introduceu the foUo\\;nlC hill: 

which was read twice and referred to the Committ~ on Finance 

I 

I 


A BILL 
I To amend the Internal Revenue Code of 1986 to pro\ide 

that the exclusion from gross income for fostcr' care

I 	 . payments shall also apply to payments by qua1i~i~g 

placement agencies, and for other purposes, 

I 1 Be it enacted by tM Senate and House of Rep-resenta-

I 	 2 ,tives oftM United States ofAmerica in Congress assembled. 

3 SBC1'ION 1. EXCLUSION FOR FOSTER CARE PAYMENTS TO 

I 	 4 APPLY TO PAYMENTS BY QUALIFYING PLACE· 

I 	 S MENT AGENCIES. 

6 (a) Ix GEXER.A.L.-The matter' preceding subpara-

I 	 7 graph (B} of section 131(b)(1) of the Internal Re\'enuc 

I 

I 




5 

10 

15 

20 

25 

I 
I 	 -.) 

I 

Code of 1986 (defining qualified foster care pa.\1uent) IS 

I 2 amended to read as follO\ys: 

3 "(1) Is GE~ER.U..-The term 'qualified foster 

I 

4 care payment' means any payment made pursuant to 

I a foster cal,"e program of a State or political subdi,;­

6 sion thereof-

I 7 H(A) which is paid by­

8 44(i) a State or political subdhision 

9 thereof. or 

I H(ii) a qualified foster care placement 

I 	 11 . agency, an d" . 

12 . (b) Qt"ALIFIED FOSTER ISDf\iDt"ALS To ISCLl"DE 

I 13 I~DI\1:Dt"ALS PLACED· BY Qt"ALIFYISG PL.-\CE)[EST 

14 AGESCIES.-Subparagraph (B) of section 131(b)(2) of 

I 
I the Internal Revenue Code of 1986 (defining qualified fos­

16 ter individual) is amended to read as follows: 

17 	 . "(B). a qualified foster care placement 

I 	 18 agency." 

19 (c) QCALIFIED FOSTER C.-\RE PLACElIEST AUESC'YI 
DEFI!'lED.-Section 131(b) of the Internal Revenue Code 

I 21 of 1986 is amended by redesignating paragraph (3) as 

I 

22 paragraph (4) and by inserting after paragraph (2) the 

I 23 follO\\i.og: 

24 40(3) QCALIFIED FOSTER CARE PL.-\CElIEST 

. AGESCY.-Tp.e term <qualified foster care placement 

I 

I 


-8870 IS 

http:follO\\i.og


I 
I 

;3 

1 agency' means any placement agenc~' whieh is ii-

I 2 censed or certified b~' a State or political subdhisiOll 

3 thereof to make foster care pa~-nlents to pl'O\i<.lers ofI 
4 foster care." 

I 5 (tl)EFFECTIYE DATE.-The amendments made by 

6 this section shall apply to ta.xable years beginning after 

I 7 December 31. 1998. 

I o 

I 
I 
I 
I 
I 
I 
I 
I 
I 
I 
I 

.8610 IS 

I 
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lid tbe Federal Government account­
lie under tbe Natlon's Federa.! water 

,aws, TodaY, states. loul rovernmenta 
a.nd the private sector muat all comply 

Itb eacb and every Federal, State, 
ld loca..! water reqUirement. The Fed­
:a..! Government does not. 
Altbourb Congresa Included ProVi­

siona reQUiMng Feder&l facUities to 
lmply wltb tbe Nation's water po11u­
;on la..s In 1m tbe United States Su­
~reme Court ruled tbat State rovern­
mentl could not Impose cerwn flne. 
"nd peaaJties ar&1nat Federal arencles 
Jr Violationa of. the Clean Water Act. 
VhUe other lel1slation baa forced tbe 

FederaJ Government to comply With 
other enVironmentaJ .tatutes. CoDgl'elll 
LU not yet brou.rht FederaJ facUities 
nto compUa.nC8 With the requ.trementl 

.In the prevention and control of ..ater 
pollution. 

Thi. lq1alation. ho..ever. I'\l&r'I.Dtee. 
:.bat the Federal Government 1. (1) beld 
:0 the ame enforcement mechan1ama 
II.Dder the Clean Water Act &I private 
entiti....tates. and. 1000000tl..; (2) com­
pl1....lth &ll of the FederaJ. State. and 
local requ.trementl on the prevention 
and. control of water pollution: and. (3) 
18 reepoDl1ble for the payment of. rea.­
•onable MI"V1ce cb.&ra'ea. 

TIle Clean Water Act celebrated Itl 
twenty-aRb &DDivel"ll&l7 t ..o years 
aro. AI a re.ult. the ent1.re D&tion baa 
benenttecl hm cleaner ..ater. In the 
interestl of f&1.rD.... the FederaJ Gov­
ernment Ihould not be IftDtecl lmmu­
mty hm the Nation'S clean ....ter 
la... any longer. For the lI&II;e of !&1r­
neu. pubUc u.rety and he&1th. and. eD­
vtronmentaJ protection. the FederaJ 
Government .hould be held to the aame 
.tand&rd.l for ..ater pollution preven­
tion and control ... statea. locaJ I'ov­
ernmenta and the private leCtor. 

Mr. GR.AMS. Mr. Prea1dent. 1 rI.. 
tod&:v In support of the FederaJ Factll ­
ties Clean Water Compl1ance Act of 
1999. I ..ould I1ke to tb&Dk Senator 
COVDDELL for briDliDl' th1s import&Dt 
lel1.1&tion forward apJn 1D the 106c.h 
CODITHII· 

Quite s1mply. tb.1a lel1a1aUon ..ould 
force federaJ arencl.. to comply With 
tbe proV181ona of the Clean Water Ace­
sometbtng I belteve moat clt1S1na ... 
sume alrea4Y takes place. UDtbrtu­
nately. wben Conrresl paaecI the Clean 
Water Act In 19'1'2. It lett an ou\ for fed­
eraJ arency compHance with \he 1&.. by 
alloWing them to cl&1m ".oveNiI'D 1m­
mumty" for protection ara,LDat state 
actlona or nne•. So ..hen federaJ acen­
cles are not complYinl' Witb proytaloaa 
of the Clean Water Act. they can state 
in court tbat tbey are above the la... 

Ibave &l..a,. beHeved tbat the I'OV­
'ernment muat ltve II.Dder the ame 
rules tbat it forces everyone el.. to 
ltve II.Dder. Any I'Overnment ..btch at ­
temptl to subvert the la.. or btde from 
re.ponaibUtty by cl&1m1D1' "SOyeNlp 
immunity" from envtronmentaJ pr0­
tection requirementa. I. a I'Overnment 
tbat I. above the people it serve•. rath­
er than a servant of the people. Th1a 
lerls1atlon would reverae tbat trend. 

and force the federal government to 
waive sovereirn immunity when a 
state brlnp an action under the Clean 
Water Act: And the bill ensures that 
any money that state reeetfts &.II a re­
sult of such an action IS placed back 
Into prorrama that protect the enVl­
ronment or defray the costs of ellVlron­
menw protection or enforcement. 

I believe it. I. important tbat feder&l 
8.l'encie.comply With the environ­
menw standa.tda Congresa mandate. 
everyone el.. muat comply. By p&88lnr 
tbe lel18lation ..e ate offeMnr today. 
..e C&D re.tore a d8l'1"H of certainty to 
tbe American people and to our states 
and locaUti.. that tbeir federal gov­
ernment i. not exempt from protect1nl' 
the enVironment and tbat tbeir federaJ 
rovermnent us not above the la... That 
i. ..by I iLm proud to cosponaor tbts 
lel181&tion. I look forward to workinr 
..ith Senators COVD.DELL. DEWDIE. and 
BUAUX over the ComlDl' ..eea and 
monthe In briDling this matter betore 
the full Senate tor debate and & vote. 

By 	Mr. JEFFORDS (for tumaelf 
and Mr. 0000): 

S. 670. A bill to amend the lDteraaJ 
Revenue Code of 19116 to proVide that 
the . exclualon hm ITO" Income for 
toster care paymentl ahaJl &lao apply 
to PQ'menti by quaJlt:vlq placement 
arenci.., and. for other purposes; to the 
Commtttee on F1D&Dce. 

TAX ClODS Lml.u.noll 
Mr JEFFORJ)S ~- -- d ....._­

. • ....... .-.....1 ent. ­
I am tntroduc1D&' a bill tbat Will el1m1­
nate W2lIeceu&l'7 41stinctlona dra..n by
the lDteraaJ Revenue Code In tbe tI.lt 
treatment of paymentl received by 
people ..ho open their homes to care 
for foater cb1ldren and adlliti. CUr­
rently. the 1&.. &llo..s an excluaton 
hm income for fo.ter care paymentl 

received by .ome providers...btle de­
DJ1DI' el1l1billty for the e.cluslon to 
other proytders. My btU expanda \he
1&.... e:aclualoD for foster care pay­
menta. By atmplU'71D1' the tI.lt treat­
ment of foater care paymentl. the btll 
wt11 Nmo.... the inequities and lI.DCer-
t&1nU.. 1DbeNnt III tbe cu..rNnt tI.lt 
tN&tmen\. 

Under Cu..rNnt 1a... Co.ter care pro-
Vlden are permitted to deduct expen41­
tlU'8ll 1Dcurred for the care of fo.ter ln~ 
41V1duala. ProViders muat m&1nt&1n de­
tatled recordl to .ubllt&ntlate the.. de­
ducUona. In Ueu of tbiS dewled record 
keePiD&'. aection 131 of the lDteraaJ 
Reyenue Code &llo..s cert.&1n fo.ter 
care proViders to exclude from income 
the PQ'meDti tbey receive for pro­
Vi41D&' foater care. £1ll1b1l1ty for tb1a 
e:lC1ualon depeDda upon a compllcated 
&aL1:vaia of three factors: tbe are of the 
person 1D fOjlter care; the type of foster 
care placement arency; and ~he source 
of the footer care paymenta. For cbtl ­
dren under ace 19 In foater CaN. sectlon 
131 perm1t1 proViders to exclude pay. 
mentl ..hen a State (or one of ita poUt­
Ic&l .ubdlV181oll.11 or a. cha.:1tab\~ tu· 
exempt placement ~ency PIaA:ej' ..othe 

19 and older. section 131 permits pro­
Viders to exclude foster care payments 
onlY when a State lor one oC Its pollt. 
ical subc11visioDSI places the Indl vHlua,1 
and make. the payment.. . 

This bUl will simplify these ana,cuo­
nistlc t.a..I. rules by expanding the tax 
code's exclualon to Include Coster care 
payments for all persons in foster C.a.Nl 
rera.rd..leu of 8.l'e. The exclusion wui 
a..!.o be avallable when the fosur care 
placement i. made by a pnvau rOster 
care placemellt 8.l'ency a.r.d even when 
foater care paymenta are received 
thruurh a pnvate fo.ter care place­
ment arency. rather than d.irectly from 
a State (or one of ita political SUb<1iVI. 
siona). To enaure appropriate over. 
lirht. the b1l1 require. tbat the place­
ment ..,..,ncy be eitber licenaed by. or 
cert1lied by. a State or a pohticaJ BUb­
c11Vil1on thereof. 

A quaJ1fied fo.ter care payment 
under tb1a bUl muat be made pursuant 
to a fo.ter care prorram of a State or 
a pol1tic:&l subdlVi.ion thereof. My in· 
tention us for tbts btll to cover the wide 
vartety of foster care prorrama devel­
oped by State•••ome of ..btch'are part 
of l&rpr State Pl'OI'l'I.D'I8 deslrned to 
proVide a vvtety of bome- &Dd commu­
mty-b&Ied ..mc.. to indlVidWLI•. 
'I),eae foater care Pl'OI'r&ftUI place chU­
c1reD-&DCl tn .ome ca.aes adult6-ln 
hom.. of lUU'e1&ted t&m.tUes wbo pro-
Vide foster care on a full-t.1me bU1a. 
Famtll.. proVid1Dl' fo.ter care i1ve 
thoae tn their care the uUy .upport
and .upervtalon typically i1ven to a 
fa.mJly member. Like tradltlonaJ fam.t. 

lies. foster care proViders enaure that 
fo.ter cbtlc1ren or adUlta bave a healtby 
pbymc:&l envtronment. ret routine and 
emerpncy med.tc:&l care. ate ade­
qu&tely clotbed and fed. and have sati.. 
fY1D1' le18ure actiViti... Foster families
proVide thoae under thetr care With In­
tellectaaJ .timulatlon and emotional 
Sllpport that 18 all toO often lackill. III 

-_. I
lnatitutlo..... or &1"18 coorrerate set-
U¥:'*iome Statea. the State Itself (or a 
pol1tic:&l .ubdlvtaton) admUl1.ters both 
cbtld and adult foster care prorrams. 
Many Statea. ho..ever. are Incre&llnrly 
entrUlt1D8' &dm1D1atration of these pro-
rra.ma to private placement &(feneles. 
approved tbrou.rh llcenaln.r or certin­
cation procedlU'8ll. or rovernment-dea­
imated Intermed.1a.ry tu...empt orra­
mll&tlona. Tbrolll'h tbe approv&l proc­
.... private placement arencle. are ac­
countable for their UN of fUDda and Cor 
the qualit,. of eemces they proVide. 
TIle bUlla intended to cover both thOM 
I'OvernmentaJ foatel' care prorrama 
tlmded .olely by State or pol1ticaJ BIlb­
41Vialon moni... and-apectaJly In the 
cue of adult foater C&t'e-prorrama 
fUnded by tbe federaJ roverument. 
typically tbroutrb a State's Medlca.1d 
Home and CommUn1ty-Bued W&lver 
prornun approved by tbe federal gOY­
ermnent under G U.S.C. section 
1398D(C). 

WbJle foster care for cbtldren h&.ll 
been In exlltence for deca.de.. foster 

In41Vidualln foster care a~~ rrui.1I:e:~:trte~· care for adu1te I. a more recent phe­
fo.ter care paymentA. Fort:periOna.~ nomenon. ·Sometimes referred to &.II 

http:Medlca.1d
http:Intermed.1a.ry
http:tbrou.rh
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"ho.t homes" or "developmental 
bome.... adult foster care Cac1l1ttel 
hAve proven to be an effective alter· 
native to illlltltutlonaJ care for adulta 
with d1aa.b1l1Ues. My home State of 
Vennont b:.u been at the forefront oC 
efforta to' develop Ind1Vidualized a.lter­
native. to illlltltuUoDal care. In 1993. 
Vennont cloaed the state illlltitution 
for people With developmental d1aa.bU· 
Itlel. Vermont haa choMa to rely oa 
Co.ter C&nUUes. 80 that people with de­
velopmenta.l cUaabUltles caa Uve In 
bomes IUId pU'tlclp&te In the rqu,l&r 
routiaes ot 11fe tbat most ot WI take tor 
IrI'IU1ted. The foa...r care modell:l.u pro-
Vlded people With cUaabllltles a cost-er­
tective opport\Ul.1ty for succeutul Uves 
In comm\Ul.1tiea. With ...alued relatlon­
shipe With their foater f&nUliea that 
bave developed over time. 

Vermoat author1lea local develop. 
m.ntal serrtce proVidel'll to act ... 
placement ..encl.. &ad to coatract 
With f..mm.. Williill' to provide 'folter 
care ID their homea. Th. tax l..w'l cUI­
p&l'&te tax treatmeat of fo.ter care 
p&ym.atl 1mped.. theM types or..,. ­
1"Io,Dfemeatl. PeI"lODI proVicl1.Jll' foater 
care (or lDc1.1Viduala placecl Ul their 
hom.. by the ,0verDIDeat caa uclude 
(oaeer care ,p&:vmeatl from Ulcome. For 
proVidei'll recelViDl' p&ymeatl from prt. 
V&te .....aclea. however. the exc1uatoa 
1•. aot &v&U.&ble (lml... the UlcUVidua.l 
ta foater care 11 UDd.r ..... It &lUi the 
placemeat .....acy II & nonproOt 01"1'&­
matioD).Bec&UoM of the complU1ty of 
ClUTeat law. proVidei'll oRea recelft 
conQ1ctUllr adVice from tax prot... 
Ii0DAll f'eI'U'd1D1' the proper tax treat. ­
ment of fOilter care p&ymeDtI th.y re­
celv•. lD adcUtioD. the.. rulea cUICOW'· 
..... wtlllDl' f'&m.Illel from proVicl1.Jll' f.. 
ter . care. tD their hom.. to perlODI 
placecl by private placemeat .....ac1••, 
thu reducUll the avallab1l1t)' of care 
alteraati.... 

Mr. Prea1deDt. th1I bW wtl1 adva.ace 
the d.v.lopm.at of famUy-b&Mcl fOilter 
care Mrrtcea. & htrhiy valUH alter­
utlve to UlItitutiou!isatiOD. I urp 
my colleaeues to IUpport It. 
• Mr. DODD. Mr. Prea1deDt. I am 
plea.aed. to acatD introduce With DlF col· 
leaeue. Seutor J&PJ'OJU)8. a crttic&lly 
import&Dt plec. of ler1ll&tioa that wtl1 
enaure C&1r treatm.Dt for tDcI.1ViduJa '11.. &lUi IDcUVldual. who OpeD th.ir 
and f&nUllea who proVic18 ·laftoluable 
care to fa.ter ch.tlclrexs &lUi adwta. 

Fo.ter care proViders are Cv.rreDt.1y 
permit.ted to dHuct ezpeDdltanl made 
wbil. cartDl' for toa,*, tDcI.1l1duJa U 
detallH ezpeue recorda an m&lD­
t.&laed to IUpport .ucb deductioaa. 
Rowever. aectloa 131 of the lDtenaal 
Reveaue Cod. permitl cert&i.D foster 
care proVidel'll to exclude. from taxable 
incom•• p&J'1fteDtI they reoelft to care 
{or foater IncUViduala. Who 1'peC10c&llJ' 
I. avAilable for thiI acluatoD depeD41 
upon a complle&ted &DaJyail of three 
factol'll: the ..... of the UlcUVidual re-
c.lViIll' Ca.ter care ..rrtc... the t.ne of 
fo.ter care plac.m.nt ...ncy. &lUi the 
lOurc. of the toster care p&ymeDtI. 

Sectioa 131 permits foater care pro­
vtdel'll to exclude p&ymeDti from tax­

able tncome only when a .tate. or one 

of its poUttca1 d1viliOIlll. or a chari ­


. table ta.:lt exempt placement a.a'ency 

places the Indtvldual and make. the 

foster care paymenta for children leu 

than 19 years of a.a'e. However. for 
a.dults over the age of 19. sectloll 131 
permita Coster ca.re proViders to .ex. 
clude paymenta from r.a.x&ble income 
only when a state. or one oC Ita diVi­
slona. places the ind1V1dl.l&.l IUId pro. 
vide. the CoateI' care, paymenta. 

Mr. President. I beUeve we mwst 
move to el1milllLte the iaeqUltle. IUId 
needJlI8I compleXitlel of the clUTeat 
system. Because ItateS IUId localities 
acrou the C01111trY a.re iacreasl1ll'1y re­
lnlll' on prtvate agenCies to a.rra.DP for 
fo.ter care aervlces Cor both child.ren 
IUId adultl. thi. laequlty wm oaly be­
come more app&nlat. Preseatly. lOme 
foater care providers are 1111d.rstaDd­
ably reluctaDt to coatract With prtvate 
placem.at ..enclel becauae clUTeat 
law reqUlrea sucb prOVIders to taclude 
Coater care p&ymeata ... taxable la­
come. lD contrut. clUTent law permttl 
proVidel'll who care for (olter lacUVid­
uala placed ID th.lr hom.1 by ,0verD­
m.nt .....acl.. to exclude ,ucl\ p&y­
meatl from taxable lacome. Current 
law. th.retore. cUlCOUl'llo8'1ltl tamlliea 
from proVicl1.Jll' fOlter care oa beb.&1l of 
prtvate placemeat ...nclel. thereby re­
ducUll badly-needed fOleer care oppor­
tUD1tiea for tncUviduaa reqU1.r1Jla' .... 
at.taDoe. 

The bW Beutor JUTOJU)8 and Ila:' 
tro4uce tod&:v Will rreatly Ilmp11t1 the 
outdated tax rul.. appl1cabl. to fa.ter 
care p&:vmtntl. Uader our propoMClI-.· 
1Ila1:10D. foater care proVld.l'II would be 
able to avoid on.rou record keepUll 
by .zc1udilll' from lacome &D.Y fOileer 
care p&ymeat received rerardJ" ot 
the ..... of the lacUvtdua.l rece1Villl' fOIl­
ter care ..rrtcel. tbe t.ype of .....DCy 
tbat placed the IncUVidl.l&.l. or the 
1O\U'ce ot fo.ter care p&J'1fteDts. To ea­
Bt:Lre approprtaee ovel'llt,ht. th1I bW 
wtl1 reqUire t.h. placemeat ...nC)' to 
be lloeDMCl.lther by. or 1111d.r coatract 
Witll. a .tate or on. of ltl political cUVt­
1S0na. 

Mr. Preatdeat. thi. lectal&tlOD &eo 
comp11ab.e. what CIUTeDt law does aot­
coDl1lteat aDd f&1r treatm.nt of f&m1. 

hom.. &lUi thelJ' hearts to foater cl\.U­
clrea &lUi adultl. While tlUl modut pro. 
poal w... UDtortUD&tely not adoptec11D 
the lut CoDl't.... 1 t t. my hope tbat 
fOileer plHatl may loon re&l1se eQUl· 
tabl. treatm.nt With the p&aIIIop of 
th1ItmportaDt lertliatioD..• 

By Mr. LE.AHY: 

the Ma4rtd AlTeement Concerning the 
InternattonaJ Reglstratlon of Marlts 
(Protocol). Laat Congress. I Introduced 
a.D Identical bUl. S. 2191 which unfortu· 
nately tbe SelllLte did not COlUnder. 

Thll b111 il part oC my ongou:lIJ' effort 
to update AmericlUl IntellectUAl propo 
erty law to enlure that it serves to ad· 
va.nce and protect Amencaa Interests 
both here IUId- abrOad. The Protocol 
would help AmertclUl bl.l.llneaae.. and 
especwly small- IUId medium-lized 
compa.o.tes. protect thelr trademarks aa 
they eZp&Jld into International ma.r­
keta. Specifically. thil legislation will 
conJ'orm Am.ncaa trademark a.pplica­
tion proced\U"el to the terms of. the 
Protocol ID lUIt.lcipatlon of the U.S:I 
eventl.l&.l ratiOcatlon of tbe treaty. 
RattOcat.IOD by the Un.lted States of 
thiI treaty would help create a "one 
stop" laten1&tioDal trademark rer­
latratioa procell. wl11ch would be lU1 
eaormou beaeOt for Amertcaa bUll· 
n...... Th.ta bUl tl oae of many meu­
urea I bave Introduced IUId luPported 
ov.r the JI&It few yean to enaure that 
Amertcaa trac1.mark holders recetve 
Itroq proteCtioa In t.oday'l world of 
cb.&Dl1Dr techDoloO aDd complea 
IDten1&tioD&l mark.ta. 

WheD I Intr04uoed thi. lel'1l1atioD 
lut year. I &lao co.ponaored S. 2lt3. 
1.tr1I1&tioa to implem.Dt the 'I'rade­
mark Law Treat;v. S. 2lt3 .lmpltneeS 
trac1.mark rertltratioa requ.tremeDti 
around the world by ••tabU.1111l1' a ltat 
of mu1mum reqUlrem.ntl which Trea­
ty member C01111tr1.. caD 1mPQM oa 
tradema.rk appl1caata. Th. ·b1ll J)UIMId 
the Seute on September 17. 1998. and 
w... llraed by the President on October 
30, 19!II. I am proud of th.ta legillatlon 
mace &llAm.rtcaa bulneues. IUId p&r­
ticu.l&rly Im&ll Amertcaa bwslne..... 
wW beD.Ot ... a relult. 

I bay. ID the JI&It support.e4 leg1ala­
tloa crttical to keepllll' our trac1.matk 
la.. up.to-dAte. For eumple. laat. ye..,. 
I Ultroduoed S. 1121. which authortle4 a 
compreh.Dllft ItUdY of the et'fectl of 
&dcI.1Dr Dew reDeriC Top Ley.l Dom&1D1 
OD trac1emark and other lntellectl.l&.l 
property rt,btl. 1'h1I bUl bee&me law 
... part of the Next a.n.ration Intern.t 
ReNarch Act. S. 1809. which w... s1raeeS 
Ulto law oa October :III. 1998. I &lItO IUP. 
POrted the PeeSeraJ 'I'radematk Dllutloa 
Act of 1J86. eaacted In the l04th Con­
rreu to proVide IllteU.ctl.l&.l property 
rtr-htl holdel'll With t.h. power to enjoin 
another pel'llon·. commerciaJ wse of Ca­
mou mara tbat would C&UM cUlut10a 
of the mark'. cI.1atiacti .... Quality. 

Torether. th... m....urel represeat 
aiI'D1flcaat .tepe la our et'fortl to .n­
sure that Amertcaa trac1.mark law ade-
Qutely Ml'VU aDd promote Amerlcaa 

8. 871. A bUl to' am.ad the 'I'rade- . Ulteratl. 
mark Act oC 190M to provide for the rer· 
tltratiOD and protection of tr&d.ema.rD 
uaecl Ul commerc•. In order to cai1:1 
OUt proV1l10Dl of cert&tD IDterD&tiOD&l 
coaveDtioDl. and Cor oth.r PW'PQIII: to 
the Committee oa the JucUctary. 

IILUII.tD PIIaT'OCOI. tIIIPLDlIMTA'nOJlACT 
Mr. I.E.AHY. Mr. President. I am 

pleased to Introduce Implementtlll' 1.,· 
Illation for tbe Protocol RelatiDl' to 

The lertal&tioa I latroduce tod&:v 
would .... the trac1emarll: reg1atratioa 
burdeD oa Im&ll· and mecl.1um-.UIed 
bDlUl..... by .D&blUll buatn..... to 
obC&1D trademark protection In all str ­
ut..'V7 couatrt.. With a 11111'1. trac1e­
mark applie&tioD Qled With the Patent 
and Trad.mark OUlce. Currently. In 
ord." {Q~ Amertcaa comp&n1el to pro­
~t the11' trac1emarlU abroad. th.y 

http:IILUII.tD
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I CongtEf_, of tbt 'I1niteb 6tat~ 

I Eu1ringtan. K 20515 

I 
I TAX RELIEF·FOR FOSTER CARE FAMIliES 

I February 22, 1999 

Dear Colleague: 

I Last year, thousands ofneedy children found foster homes tIuough placement agencies. 
While most (aster caie families R:CCived a child tbiough a State agency, some cbiJ.d.n:n were 
placed through a State desilJ18.Ud private agency. As you may know, many States aDd local

I commuaitiea are now licensing and/or contracting with private agencies to provide foster care 

I 
servi.ces for childreD aad adults. these private, for-profit and. non-profit ageucies are qualified 
by the Stare to provide faster care services and must follow the regulations and guidelines 

. required by the State agency. . 

Under c:ummt law, wbm a child is placed. in a home by a State or apn-profit agency the 
family recciVCI a tax-free stipc:nd to coVCl' any additional cxpc:DIOI iDcurrcd.' However, ifaI priVlllC. for-profit ageney Sods a foster home (or a child tbr.I family istaxer1 on that same stipeDd. 
or is required. to maintain extensive records to justify tax deductions. 

I Fammca who open their homes to some ofthis county's moat needy chi1dml should be 
trealed fairly by the 'tax code. " 

I 
I Soan I will introduce a bill that win exclude these stipends from taxation for all families 

regardless .,f what type ofState-authori.zed agency performed the placemmt. This legislation 
covers both foster Children and adults. . 

r hope you will join me in co-spansori.o.g this legislation that suppons families wbo reach 
out to those in need and cm:ourases private placement &geucies to collliDue their valuable service

I to local communities. Ifyou have any questions, please call Erie Bergren in my office at 5-3501. 

SiDccreJ.y.

I 
I 
I 
I 
I 
I 

http:desilJ18.Ud
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lOtiTII CO\'(TRESS HI R 11 ,941sT SE:-i:-iIU:-: 

I To nmt'nd tht' Internal Rt!venue Code of 1986 to pro\ide tlult tht' t'xc1usioll 

I 
from gross income for foster care pa~1Tlents shall also appl.\· to pa.\TlIt'lIts 
b~' qualified placement agencies. and for other purpo£es. 

I 

IX THE HOUSE OF REPRESEXTATIVES 

I llARCH 18. 1999 

llr.LEwIS of Kentucky (for himself. lIr. XCSSLE, lIs. PRYCE of Ohio, lIr, 
TERRY. llrs. lII~K of Hawaii. llr. SHOWS. lIr. HAYWORTH. lIr. BEREl',

I TER, lir. BOLTHER. llrs, lIYRICK. llr. R..ulSTA.D. llr. BrRTu:,\ of Inoi. 
ana, lIr, llcCRERY. lIr, HEFLEY. lIr, l1ARTI~EZ. lIr. St.'H.\FFER. llr, 
PAY~E. lIr. DELAy. lIrs. XURTHt:P. lIrs. CAPPS. lIr. lIcl~~IS, ullo'lIr,

I BLILEY) introduced the follo\\;ng bill; which was refem!d to the Com­
mittee on Wa~'S and lIeans 

I 
I A BILL 

To amend the Internal Revenue Code of 1986 to pr'o\'ideI that . the e..~clusion from gross income for foster, care 

payments shall also apply to payments by qualified place­

I ment agencies, and for other purposes. 

I 1 Be it enacted by the Senate and House of Rep'tesenta­

2 tit,es of the United States ofA.merica in Congress assembled, 

I 
I 
I 
I 



I 
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1 SECTION 1. EXCLUSION FOR FOSTER CARE PAYMENTS TO 


I 
I 2 APPLY TO PAYMENTS BY QUALIFIED PLACE. 

3 MENT AGENCIES. .' 

4 (a) I:" GE:"ERAL.-The matter preceding subparu-

I 5 graph (B) of section 131(b)( 1) of the Internal Revenue 

6 Code of 1986 (defining qualified foster care payment) is

I 
I 

7 amended to read as follows: 

8 "(I) I:" GE:"ERAL.-The term 'qualified foster 

I 

9 care payment' means any payment ,made pursuant to 

I lOa foster care program of a State or political subdhi­

11 sion thereof­

12 "(A) which is paid by-

I 13 "0) a State' or political subdhision 

I 

14 thereof; or 

I 15 . H{ii) a qualified foster care placement 

16 agency, and". 

17 (b) QUALIFIED FOSTER I:"D[\'Dt:ALS To I:"cLLDE 

I 18 I:"D[\Wt:ALS PLACED BY Qt:ALIFIED PLACElIE:"T .-\OE:"­

19 CIES.-Subparagraph (B), of section 131(b)(2) of such 
I 

20 Code (defining qualified foster individual) is amended to 

I 21 read as follows: 

I 

22 "(B) a qualified foster care placement

I 23 agency. " 

24 (c) Q'CALIFIED FOSTER CARE PLACEl\lE~T AGE~CY 

25 DEFJ~ED.-Subsection (b) .of section' 131 of such Code 

I 26 is amended by redesignating paragraph (3) as paragraph 

I 




I 

I 3 

(of) anJ b:" inserting attL'1' panlgTHph ( ~) thL' fullu\\ill!! lh.'\r

I 
I 

2 paragraph: 

3 "(3) Qr.-\.LIFIED FOSTER CARE PL\CE:\[E.\'T 

I 

4 AGE:"CY.-The term 'qualified (oster care placement 

I 5 agency' means· any placement agency which is Ii­

6 censed or certified by­

7 "(A) a' State or political subdhision there-

I 8of, or 

I 

9 "(B) an entity designated by a State or 

I 10 political subdhision thereof, 

. 11 for the foster care program 'of such State or political 

12 subdivision to make foster care payments to pro-

I IJ\iders of foster care." 

14 (d) EFFECTIl'E DATE.-The amendments made by I 
15 this section shall apply to ta.xable years beginning after 

I 16 December 31, 1998. 

o 

I 
I 
I 
I 
I 
I 
I 

.RR 11.. 18 
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disabled nousing development built by tne Di­
ocese 01 Rockville Center on Long Island and. 
ini1ially at least. a controversial plan. Many 
residents in tnis middle class area resisted lhe 
notion ot a subsidized apartment complex in 
tneir communIty. Bul 51. Josepn's Village 
proveo to be an oulstanding ,neignbor and a 
mOdel lor tne developments that lollowed It. 
Villagers often visn the near1)y Hawkins Ele­
mentary School and read to students. This 
unique program. called wReading Buddies," 
pattS up seniors with young c:h.ildren for mutual 
literary enjoyment. Other seniors devote their 
time preparing and serving to their fellow sen­
ior citiZens at lI'Ie local Senior Nutrition Center. 
. Sixty other residents organiZed a project to 
donate money eactl month to improve the 
lives of tnree underprivileged children living 
abroad in Third Wortc:t nationa. 

Mr. Speaker, warda can hardly exp,.. the 
deep debt of gratitude we on Long laland owe 
to the resiclen18 of $1. Joseph's Village for au 
they have done to serve our community and 
impl'OYe the tives of our neighbors. I .uk rrrr 
Congressional colleagues to join me,. the c0m­
munity and all whO have benefited from their 
generosity in thanking the residents for all 
their good work. And on this day of their 20th 
anniversary, we wish them many more years 
of succea and good fortune. 

FAIRNESS FOR FOSTER CARE 

FAMILIES ACT 


HON. RON LEWJS 
OF JCI!:Ht\.ICXY 

IN THE HOUSE OF REPRESENTAnvES 

Thursday. MIU'f:h II. 1_ 
Mr. LEWIS of Kentucky. Mr. Speaker. today 

I am introducing a bill that ensures that all __ 
. ter care families are treated fairly under the 
Tax Code. . 

The Faimesa for Foster Care Families Ad 
simplifies the current ruleS for foster care pay'­
menta and recogniZes the increasing role that 
charitable tax exempt agencies and pl'ivale, 
for1)rofit agencies play in the placement of 
foster care ctlildren and adults. 

In 1983. Congress amended the Internal 
Revenue Cocle to permit certain foster care 
families to exclude from taxable income pay'­
ments they receive to cover the acklitional ex· 
penses incurred for caring for the indMdulll. 
. Unfortunately. the exclusion Clepended on • 
complicated analysis of three faC1Ol'l: the ege . 
01 the loster care individual, the type of foI1er 
care placement agency and the 1OU1'C8 of the 
toster care payment. 

Congress revisited the t.IX trulrMnt of foIt. 
ter care payments in 1986. AIII'Iough the proc­
ess was simplified to an extent, some fain... 
were still left out. Those families could only re­
ceive a tax dedUction If they maintained de­
tailed expense recoras to support such dlCluc­
tions. 

Under the Fairness for Foster care Familiea 
Ad. loster care providers would avoid thia bur­
densome record keeping proce.... This bill 
guarantees that the payment is tax-free re­
gardless of the age of the foster care indi­
vidual or the type of agency that places the in­
dividual provided that the agency IS licensed 
and certified by the Slate. 

I nope my COlleagues wiU join me in sup­
porting this legislation.­

HAPPY 300TH ANNIVERSARY TO 

THE SIKH NATION 


HON. JOHN T. DOOUITLE 
OF CALIFORNlA 


IN THE HOUSE OF R.EPRES£lI,'TATlVES 


Thursday. Marr:h 18. 1999 
Mr. DOOUTT1.E. Mr. Speaker. Or. Gurmlt 

Singh Aulakh. President 01 lI'Ie Council of 
Khaliatan. has brougnt it to my anention that 
on April 13, the Sikhs will be celebrating their 
3001h anniversary. Sikhs have been significant 
contributora to America in several sectOnl of 
6fe, but their anniversary is significant for an­
other reuon. The Sikh Nation is currently one 
of several nations struggling to reclaim its 
lreedom fram Hindu India. 

II is an interesting coincidence that April 13. 
the Sikhs' anniversary, is alao the bitlt'lcl8y of 
Thorna Jefferson. the author of our Ceclare­
tion of Independence. Thle symmetry of 
events highllghll the Sikh Nation's desire to 
be free. It Ia time that the Sikhs enjoy the free­
dom that we enjoy here in America. 

In the Declaration of Independence, Jef'htr­
son wrote that all peopMt. ware endowed by 

problems are compounded by increasing loss 
01 heallh care cnoice and autonomy lor tnose 
people wI'Io nave insurance leading to disrup­
tions in care and in relationsnips witn pro­
viders. 

The American Health Security Act I am in­
trOducing today embodies tne characteristics 
of a truly American bill. II will give to all Ameri­
cans the peace of mind-the secumy-to 
wI'Iich all citiZens should be entitled. It creates 
a system of healtn care delivered' by pnysi­
cians ctlOS8n by the patient. No one will nave 
to leave their existing relationships with lneir 
doctors or hospitals or oll'ler providers. II is 
lederally fmanced but administered at the 
stale level. so the syatem is higl'lly decent ... 
ized. And it. proviae. new mechanisms to jm.. 

prove . the quality of care avery American re­
ceives. 

The American Heal'th Security Act (the BiD) 
provides universal health insurance coverage 
lor all Americans as of January 1. 2000. n 
severs the link between employment and in-. 
surance. The tederal govemment defines the 
standard benefit package, COllects the pre-' 
mium. and distributes the premium lunds to 
the states. The states, through negotiating 

their Creator with certain unalienable righll; . panels comprised of repraentalives lram 
that these life I~ nd the 

among are. -", a pur­
suit of happiness; that whenever any form of 
govemment becomes destructive of the.. 
eneta, It is the ;,ght of the peopMt to alter or 
al:IoIiItt 11." I I"'. 

n n..... the govemment allowa 
70,000 SIkh political prisonel'll to rot in jail 
without charge or trial, 101M aincl191M. They
ahouICI be IWeaaed on or before April 13 as a 
gooClwll gesture. Instead, I fear that even 
mont SIkha wi. be endangered as -Clemo­
cratIc, aec::aQr" India tries to maintain what it 
calla Ita "ten1toltellntegrlty." 

In the apirtt of Jeffel'llOft. let the 300Ih ami­
veraarY of the Sikh Nation be an occaaion to 
dO whatever we can to aupport the Sikhs and 
the ather natlona of South Asia in their strug­
gle to Uve In the glow of freedOm. By stopping 
U.S. aid to Incia (which is one of the lop five 
rec:ipienl countries) until numan rights are uni­
vetUIIy reapectICI, by dedaJ'ing our aupport 
for aell-determination througn a free and fair 
plebiacite, and by impoaing the same sane­
tiona on India that we would impo_ on any 
other reigioua oppreuor. we can share the 
bleallnga of ibetty with the peopMt of South 
AIda. n. is the beat thing that we can do to 
catebrate thil important occasion·with the Sikh 
Nation. 

TIm AMERICAN HEALTH SECURITY 
ACT OF 1999 

HON, JlM McDERMOll 
OfF wA.SHlNO"l'tlN 

IN THE HOUSE OF REPRESENI'AnvES 


Thursday, MIU'f:h II, 1_ 

Mr. MCOERMO'n'. Mr. Speaker, I rile today 

to once again introduce the American HealU1 
Security ~ The single payer plan I propose 
is the only plan before Congress that will guar­
ant.. heaftl'l cent universality. affordability ... 
curity and choice•. 

While thil Congre.. lacka lI'Ie political will to 
enad comprehensive neal'th reform. the un­
deriying needa for reform remain prevalent 
heatltl care costa are more unafforaable 10 
more peopkt and the number 01 peopMI witft. 
out health insurance continues to rise. These 

business. labor. consumei'll and the state goy. 
emment. negotiate lees with the proVidei'll and 

the govemment cont",.. the rate of price in­
creasea. The result is health care coverage 

that never changes when your peraonal sltua­
tion does. never requires you to change the 

way you' seek Malin care. and never causes 

disruption in your relationahipa with your pro­

videra. 

The bill provides the coverage under a 
mectlanism of glObal budgets to achieve con­
troDable and measurable cost containment that 
will yield. acorable savings over the next five 
yeai'll. Unlike other sing"'payer proposala of 
the past, it provides for a/moat exclusive mate 

. administration provided the states meet feci­
era! budget, beneftt package, guarantee of 
tree choice of provider, and quality assurance 
standardS. This biA explicitly preserves free 
choice 01 provider by providing a mectlanism 
for fee.for-service delivery 10 compete etfec-­
lively with HMOL II wiD not force Americans 
into HMO modele. 

The insurance mechanism of the American 
Health aecumy Act is easy to use and under­
stand. Quite simply. a patient viaita the doctor 
or other provider. The provider then bills the 
state for the aervices provided under the 
standara benefit padlage and the state pays . 
the bill on the patienl's behalf. just aa insur­
ance companies pay medical bUIa on lI'Ie pa­
tients behalf now. The dtfterence is that com­
plicatlCl and expensive formUlas lor patient co­
payments. coinsurance, and dedUctibles in 86­
dltion to premium costa are eliminated. 

The standard benefit package is in fact ex­
tremely generoua. II covel'll aU inpatient and 
outpatient medical services without limits on 
duration or intensity excet:ll as clelinealed by 
outcomes reseal'Ctl and pl'lClica guidelines 
baaed on quality 81anClardS. It provides for 
coverage of comprehensive lOng-term care, 
dental services, mental health services and 
prescription drugs. COsmetic procedures and 
other "trllr beneflts suctl as private rooms and 
comfort items are not covered. 

The extent of Slate di.scretion is substantial. 
.The federal budget is divided into quality as· 
surance. adminis1rative. operating, and med­
ical education components. The system is fi. 
nanced 86% by the federal govemment and 
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I T.C. Memo 398 printed 1n FULL format. 

I 
 BENJAMIN B. AND DORINA M!CORESCU, Petitioners v. 

COMMISSIONER OF IN'I'ER.NAL REiT£Nt.T£, Respondent 

Tax Ct. Dkt. No. 24964-96

I UNITED STATES TAX COURT 

I 
 T.C. Memo 1998-398; 1998 Tax Ct. Memo LEXIS 398; T.C.M. 

(RIA) 98398 

I November 10, 1998, Filed 

DISPOSITION: Decision will be entered under Rule 155. 

I CORE TERMS: adult, foster care, foster home, foster, enrollee, provider. 

I 

medicaid, exempt, political subdivision, placement, resident, elderly, 

gross income, allocated, sentence, partnership agreement, parties agree, 

nonexempt, allocable, medicare, nontaxable, eligible, supplied, caring" 

petitioners received, eligibility, long-term, legislative history, buSiness 
expenses, terminated 

I COUNSEL: Douglas G. Miller, for petitioners. 

Ann M. Murphy, for respondent.

I JODGES: DEAN, SPECIAl. TRIAl. JUDGE. 

I OPINIONBY: DEAN 

OPINION: MEMORANDUM OPINION 

I DEAN, SPECIAl. TRIAl. JUDGE: This case was heard pursuant to section 

I 
744JA(b) (J) and Rules 180, 181, and 182. nl Respondent determined deficiencies 
in petitioners' Federal income taxes for the years 1992, 1993, and 1994 in the 
amounts of $2,222, $4,392, and $5,906, respectively. 

I 
nl Unless otherwise indicated, all section references are to the Internal 

Revenue Code in effect for the years in issue, and all Rule references are to 
the Tax Court Rule. of Practice and Procedure. 

After 'conce••ion. by the parties, n2 the issues for decision are: (1) Whether

I petitioners are entitled to exclude from income the receipt of certain payments 

I 
for adult foster home care; and (2) whether adult foster'home care business 
expenses were correctly allocated by respondent [*5) to nonexempt adult 
foster home care income. 

I 
n2 The parties agree on the amount of "otherexpense.- that is deductible by 

petitioners. The parties agree that certain of petitioners' claimed expenses 
related to their adult foster home are subject to the rules of sec. 280A. 

~. ',:.~: '" Many of the facts have been stipulated and are so found. The stipulation of

I .. ~.,.... facts and the attached exhibits are incorporated herein by reference. 
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P:l!ze '" 
T.C. Memo 1998·398; 1998 Tax Ct. Memo LEXIS 398. -5: LEXSEE 

T.C.M. (RIA) 98398 

?eeieioners resided in Poreland. Oregcin. ac che timechey filed their peti~10n 
in chis case. 

BACKGROtJNt) 

During the years 1992, 1993. and 1994, pecicioners were in che crade or 
business of providing adult foster home care for individuals in Poreland , 
Oregon. 

Petitioners were licensed by the Multnomah County Aging Services'Division 
(ASD) as Level III adult foster home providers and were subject to Mulcnomah 
County Ac:lministrative Rules. ASD is an instrumentality of the State of Oregon 
that acts as a social service agency responsible for providing various services 
to individuals including determining eligibility for, and case managemenc in, 
medicaid.n3 for elderly persons. 

n3 Medicaid is a State-administered program jOintly funded by State .and 
Federal Governments under tit. XIX of the Social Security Act Amendments of 1965 
(SSA), Pub. L. 89·97, sec; 122, 79 Stat. 286, 343, current version at 42 U.S.C. 
secs. 1J96-1396v (1994). It provides medical assistance for certain low-income 
people who meet specific eligibility criteria. 

Medicare is Federal health insurance for the aged and disabled under tit. 
XVIII of the SSA, secs. 1801-1815, 79 Stat. 291-297, current versio~ at 42 
U.S.C. secs. 1395-1395ggg (1994 ~ Supp. III 1997). [*6] 

The State of Oregon has applied for and received ·waivers· from the Federal 
Health Care Financing Ac:lministration that allow it to use medicaid funds 
intended for nursing facility care, to provide community-based care services co 
nursing facility eligible individuals. 

The State of oregon provides health care for eiderly medicaid-eligible 
individuals, including long-term adult foster care services. The State also 
contracts with health care providers to supply a variety of necessary services, 
including adult foster care. During the years at issue, ASD was a party co an 
Interagency Partnership Agreement (partnership agreement) with Providence 
ElderPlace, A Division of Shared Services of the Sisters of Providence 
(ElderPlace). 

ElderPlace is not an agency of a State or of a political subdivision of a 
State. It is a State of Oregon medicaid service provider, a section 501(c) (3) 
health maintenance organization providing long-term care to the elderly funded 
chrough medicaid and medicare·payments. ElderPlace is part of a demonstration 
project the purpo.e of Which i. to determine whether a private concern can 
provide the same service. a. medicaid and medicare at less cost in Government 
funds. [*7] n4 Although about 94 percent of ElderPlace enrollees are 
medicaid eligible, ElderPlace al.ohaa clients who are not medicaid eligible and 
clients who are not referred by the State. 

n4 The ElderPlace program operates Under provisions that allow States at . 
th~ir option to seek a Federal waiver of certain medicaid and medicare 
~equirements in order to underwrite adult foster h~ care at a rate cheaper 

'-o~.i:har:..., that for the institutional care that they would otherwise need. The 
"""\:'pro';"sions had their inception with the "en LOKft program. See Social Security 

1"11 
o . -~-",., "...... ~"': " ' .... ·f· ... f"'l"llul" 

http:medicaid.n3


I 
I 
I 
I 
I 
I 
I 
I 
I 
I 
I 
I 
I 

I 


I 
I 
I 
I 

Plge 5 
T.C. Memo 1998-398; 1998 Tax Ct. Memo LEXIS 398 ·7' LEXSEE 

. T.C.M. (RIA) 98398 . . 

Amendments of 1983, Pub. L. 98-21. sec. 60l(c), 97 Stat. 65, 168, amended by: 
(a) Consolidated Omnibus Budget Reconciliat~on Act of 1985. Pub. L. 99-272, sec. 
9220. 100 Stat. 82. 183; (bl Omnibus Budget Reconciliat~on Act of 1386. Pub. 
L. 99-509. sec. 9412(b). 100 Stat. 1874,2063; (c) Omnibus Budget 

Reconciliation 
Act of 1987. Pub. L. 100-203, sec. 41181bl, (g), 101 Stat. 1330, 1330-155 and 
1330-156; and (d) Balanced Budget Act of 1997, Pub. L. 105-33, sec. 480i, 111 
Stat. 251, 528, codified at 42 U.S.C. sec. lJ9Seee (1994 " Supp. III 1997) as 
the Programs of All- Inclusive Care for the Eld~rly (PACE). 

Under the partnership agreement, [*8] ASD and ElderPlace "work together 
to address the needs of older adults in Multnomah County." 

The partnership agreement provides that persons who elect to participate in 
the ElderPlace program must agree to receive all their health and long-term care 
services exclusively from ElderPlace. ElderPlace assumes the full cost for all 
services provided. In return, ElderPlace receives a payment monthly from 
medicare and medicaid for providing the full range of medical, social, and long­
term car~ services that the participants need. The amount of such payments is 
based on the number. of participants served. 

Under the partnership agreement, ASD retains responsibility for ·screening 
and intake" of elderly individuals. As part of its' screening and intake of older 
adults for long-term care services, ASD agrees to "consider ElderPlace as one of 
the options available to the older adult." ASD will continue to' determine 
eligibility for medicaid services and will screen persons for medicaid-waivered 
services to determine whether they are eligible for the ElderPlace program. 
Under the partnership agreement, ASD also remains responsible for ·protective 
services" (protecting the elderly against abuse, (*9) neglect, exploitation. 
and abandonment) . 

But for the above-named purposes, individuals choosing to enroll in the 
ElderPlace program are removed from the ASD case management system and put into 
the ElderPlace syseem. ElderPlace case management activities include developing. 
a "care plan" for the' enrollee that takes into consideration the enrollee's need 
of transportation, medical equipment, supplies, medications, and therapies. 

The State of Oregon and ElderPlace entered into a series of contracts. between 
1990 and 1994 in order to carry out the objectives of the partnership agreement. 

Pursuant to the contract. with the State of Oregon, ElderPlace provided 
health service. aDd, to tho.e in need, personal. services like assistance with 
bathing, grooming, aDd eat1Dg. These services were supplied through adult foster 
care home provider., .uch a. petitioners I with whom ElderPlace contracted in 
turn. ElderPlace.paid adult fo.ter care' home operators out of the funds·paid to 
it by the State of Oregon. 

Adult foster home operators who elected to' care for residents enrolled in the 
ElderPlace program received payments negotiated separately with each homeowner. 
based on tne level of service each would [*10) provide. ElderPlace did not. 
however, pay for room and board at adult foster homes. Room and boa~d payments 
were the responsibility of the enrollee or the enrollee's representative and 
were paid at a 

,. 
rate determined by a schedule set by the State of Oregon.. 
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If an elderly person chose to enroll in the ElderPlace program. a~d fos:er 
care was appropriate. ElderPlace assistedln "locating adult foster :are homes 
that have the capacity to meet thelr care needs and also have vacancies". 
ElderPlace supplied transportation to the enrollee or his representatlve ~o 
look at different fOster homes. ElderPlace advised the enrollee or his 
representative as to whether one foster home would be better than another for 
the particular enrollee. based upon that enrollee's needs. Once a declsion was 
made identifying the foster home in which the enrollee wanted to live, 
ElderPlace negotiated the enrollee'S payment rate with the foster home operator 
of the selected home. 

During each of the years 1992. 1993, and 1994, petitioners provided adult 
foster care to several persons in their home. All of the residents had attained 
the age of 19. Petitioners received adult foster care payments for the 
individuals [*111 from various sources. fi·om their residents or their 
representatives. in some cases from the State of Oregon and in other cases from 
ElderPlace. 

On their Federal income tax returns for 1992 through 1994, petitioners 
reported certain income and deductions from "ADULT FOSTER CARE- on Schedule C. 
Petitioners did not report as income amounts received from the State of Oregon 
or from ElderPlace. On their return for 1994, petitioners reported exclusions of 
State and ElderPlace payments from income and made a separate adjustment for 
expenses attriQutable to nontaxable income. 

Respondent examined petitioners' returns and determined that petitioners 
improperly excluded self-employment income received from ElderPlace in the 
amounts of $13,167, $22,'50, and $32,366 for the years 1992. 1993. and 1994. 
respectively. and are entitled to claim additional Qusiness expenses associated 
with the income that was allocated under section 265. 

DISCUSSION 

The parties agree that payments petitioners received directly f,rom residents. 
or their representatives. are taxable and that payments petitioners received for 
residents placed in thei,r home directly by the State of Oregon are tax exempt 
under ,[*121 section 131. The parties disagree about whether payments 
petitioners received from ElderPlace are'exempt from tax under section 131 and 
the proper allocation of expenses to exempt and nonexempt income under section 
265. 

SECTION 131 POSTEJtCAR.B PAYMENTS 

Section 131(a' provide. that gross income shall not include -qualified foster 
care payments·, A -qualified foster care paYment M

' as descriQed in section 
131(Q) (1) is any amount: 

(A) which is paid by • State or political subdivision thereof or by a 
placement agency which is descriQed in section 501(c) (3) and exemPt from tax 
under sect'ion 501 Ca), and 

(8) which is - ­
'!:}. , 

(i) paidto:~'the·:'toster care provider for caring for a qualified foster 

o .... ~!"_•. ' • .,. .........h U - .•""""'f' 
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individual in the fost.er care provider'shome, or 

(ii) a difficulty of care payment. nS 

nS Difficulty of care payments as described in sec. 131(c) are not at issue 
in this case. 

A "qualified foster individual" is described. in section 131(b) (2) as any 
individual living in a foster .. family horne in which the individual was "placed' 
by" : 

(A) an agency of a State or political subdivision therecf, or 

(B) in the case of an individual who has not attained age 19, an organ~zation 
whic::h is licensed by a State [*ll] (or political subdivision thereof) as a 
plac::ement agen~ and whic::h is desc::ribed in sec::tion 501 (c::) (l) and exempt ~rom tax 
under sec::tion 501 (a) . 

Petitioners argue that the payments to them by ElderPlac::e are excluded from 
inc::ome under sec::tion ll1 bec::ause they are qualified foster care payments. Even 
"though the c::hec::k to the petitioners is made by Providence ElderPlace", 
petitioners c::ontend that the payments, indirec::tly, are· from the State of Oregon. 
Petitioners argue further that the legislative history of sec::tion 131 and the 
intent of Congress in enac::ting it was that a payment by an -intermediary- suc::h 
as ElderPlac::e, made out of State funds -that a state has an obligation to 
prOVide·, meets the requirements of sec::tion lll(b) (1) (A). 

Respondent c::ontends that the ElderPlac::e payments to petitioners are 
includable in gross inc::ome bec::ause the payments are not qualified foster care 

.payments. They are not qualified foster care payments, maintains respondent. 
bec::ause the ElderPlac::e payments were not paid to petitioners for c::aring 'for 
"qualified foster individuals", Respondent points to the definition of a 
qualified foster individual in sec::tion lll(b) (2) as an individual living in a 
foster family (*14] horne who wa. "plac::ed there by· an agencY of a State or ' 
political subdivision thereof. Sinc::e ElderPlac::e, not an agenc::y of a State or 
politic::al subdivision thereof,-plac::ed· its enrollees with petitioners, the 
enrollees are not qualified foster individuals, argues respondent, Respondent 
c::oncludes that the ElderPlac::e payments to petitioners do not meet the stated 
requirements. 

QUALIFIED POSTBR. DmIVIPllAL 

The amount. in que.tion c::an be qualified foster c::are payments only if they 
were paid to ~titioners a. foster c::are providers for qualified foster 
individual•• , Sec. lll(b) (1) (8) (i); see supra note S. Therefore, the foc::us of our 
analysis will be to decide whether ElderPlace enrollees in petitioners' horne 
were qualified foster individuals. 

To be a qualified foster individual, an individual in a foster horne who has 
attained age 19 muat have been ·plac::ed by· an agenc::y of a State or politic::al 
subdivision thereof. Sec. lJl(b) (2) (A). If ElderPlac::e enrollees were not -placed 
by" an agency of a State or politic::al subdivision thereof into petitioners' 
foster horne, they are not qt,laltfied foster individuals. 

, ,:<;·~f;;l"·~i'-\:':~"j:o,. 
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I "PLACED BY" A STATE AGENCY 

I Petitioners c1eny that Elc1erPlace enrollees were "placec1 by" Elc1erPlace 
[*15) in their care. Accorc1ing to, petitioners. none of the witnesses at 
trial gave any testimony that the Elc1erPlace program "placed" inc1ivic1uals in 

foster homes.

I 
I 

Petitioners further contend that the phrase "placec1 by" in section 131(b) (2l 
has no definition in the Internal Reve.nue Coc1e or regulations, no legal 
c1efinition in case law, and no c1efinition in Oregon State statutes, 

I 
administrative rules, or local county rules or ordinances. The words "place" or 
"placement" have, petitioners allege, no "customary meaning to those.who are 
closely involved in adult foster care." 

Without a working definition of the word, petitioners nonetheless argue that 
the elderly enrollees of the. ElderPlace program were "placed" in their care, not

I by ElderPlace, but by the "actions" of a government agency, albeit indirectly. 
Petitioners urge us to examine the legislative history of section 131 to confirm 
their view. 

I 
I Respondent replies that to be a "qualified foster individual", the plain 

language of section 131(b) (2) requires that individuals who have attained the 
age of 19 must be "placed by" an agency of a State or political subdivision 
thereof. Since ElderPlace, and not an agency of the State or political [*16] 
subdivision thereof, "placed", in the common usage of the term,· its enrollees 
with petitioners, respondent maintains that the requirements of section 

I 
 131(b) (2) were not met in petitioners' case. 


PLAIN MEANING 

I The starting point for the interpretation'of a statute is the language 
itself. Co~s~er Prod. Sa~eey CdmmD.v. GTE Sylvania, Inc., 447 U.S. 102, lOB 
(19BO); Dyer v. Unieed Seaees, Bl2 F.2d 1062, 1066 (9en Cir. 19B7). If the

I language of the statute ia plain, clear, and unambiguous, "'the sole function of 
the courts is to enforce it .according to its terms. '" UDieed seaees v. Ron Pair 
Eneers., Inc., 4B9 U.S. 235, 241 (19B9) (quoting Camineeei v. Unieed Seates, 242 

I 
 U.S. 470, 4B5 (1917}). 


I 
The Court must assume that the legislative.purpose of the statute is 

expressed in the ord.inary meaning of the words used. American Tobacco Co. v. 
Paeeerson, 456 U.S. 63, 61 {19'2}; Richards v. Unieed Seaees, l69 U.S. 1, 9 
(1962); FloritM Ho.". Trust Fwld v. Commissioner, 103 T.C. 140, 152 (1994), 
affd. 71 F.ld '01 (11th Cir. 1996). (*11) Where there is a conflict in

I inferences between the language of the statute and the legislative history, the 
language of the statute generally prevails. In re Stringer, B47 F.2d 549, 551 
(9en Cir. 19BI); HWJesbeny ,v. CorJIIItissioner, Bl T.C. 742, 747-74' (19B4). 

I The common mean'ing of the verb "to place" is: 

I .1: to distribute in an orderly manner: ARRANGE 2 'a: to put in or as if in a 
particular place: SET b: to preMent for consideration (a question PLACED before 
the group) c: to put in a particular state ( a performer under contract) d: to 
direct to a des ired spot * * * •. :,: ·to find a place (as a home or employment) for 

I * * * Webst~r I s Ninth New Col.l.g:£,a'f'e 'Dictionary 891 (1990). 

I 
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Examining the record .in light of the, common meaning of the verb "t.o place", 

we find that ElderPlace indeed placed elde;-ly l.ndividuals in pet.l.t.ioners' :os:er 

home. 


I 

Petitioners called as a witness Mr. Donald M. Keister. director of ElderPlace 


and former.deputy director of.ASD. Mr. Keister t.estified that an individual who 


I 

decided to enroll in the ElderPlace program would undergo an "assessment." t.o 

determine his or her n~eds. ElderPlace. for appropriate individuals, ('is] 

would then assist in locating adult foster homes, provide transportation t.o view 

the homes, provide advice as to which home might be best for the individual, and 

negotiate with the foster home a price to be paid for the care of the 
individual. On the basis of the latter fact, we assume that if a rate

I satisfactory to ElderPlace could not be negotiated. another home would be 
located or the individual would terminate enrollment in the ElderPlace program 
and attempt to be.·placed-by the ~tate. 

I 
I In cross-examination, respondent's counsel asked whether ElderPlace enrollees 

might ask to move from one foster home to another. and Mr. Keister replied that 
such a situation may arise for a number of reasons. He continued to explain: 

So, in essence, when that happens, we go through the same process that I 
described before. 

I 

I Placements -- you know, movement also occurs through, you know, residential 


care facilities, they also occur to nursing facilities, depending upon what the 

care needs of the individual are. 


Respondent called Mr. Jeffrey Miller tc) testify. Mr. Miller is employed by 

the State of Oregon as a medicaid policy analyst for the State Senior and


I Disabled Services Division. His position (*19) involves helping State field 

offices dete~ne medicaid. eligibility for individuals. Mr. Miller is familiar­

with the ElderPlace program. During his testimony the following exchange took' 


I 
 place: 


Q. To your knowledge, if a person chooses the ElderPlace waiver 

I A. Uh-huh. 

Q. -- is the State ever caa.ulted as to where that person reside., in what

I adult foster care home? 

I 
,A. We would baVII taken aD application on that-individual, and in such, we 

would have had the addres. of the person. 

I 
Q. Okay. But·doe. the State at that point decide--if someone ia enrolled in 

ElderPlace, does the State decide where that person resides? 

A. No. The case management responsibilities 'would be with ElderPlace to do 
that.

I Q. Okay. So ElderPlace would .be the placing agency, is that correct? 

I 
 A. They would be the ones making that dec~"A<:?~.: 


. , 

I 
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There is additional evidence l.n the record on-the issue of placement. :::lurl.ng 
the years at issue, ElderPlace had a form "Adult Foster Care Con:=ac:" 
(contrac:) that it used to retain the services,of adult foster home care 
providers. ElderPlace and peti:ioners used the contract for every ElderPlace 
program participant who was referred to pet1tioners in 1992, 1993. and 1994. 

Part [*20] III of the contract, Compensation and Billing, states that the 
"Provider" (petition~rs) agrees to accept as full compensation the amounts set 
forth in an attached .exhibit to the agreement. It is also agreed that "Each 
Participant placed with the Provider shall have his/her rate based on his/her 
individual Service plan·, n6 In part VIII of the agreement, Term and 
Termination, the parties agree that the "placement" may be terminated by either 
the Participant, the Provider, or ElderPlace upon 2 weeks' notice. "After the 
first two weeks of the Participant's placement,· the service plan may be 
terminated by the Provider under circumstances enumerated in the agreement. No 
agency of the State or a political subdivision thereof was a party to the 
contract between ElderPlaceand petitioners. 

n6 Under the contract, a ·participant· is defined,as a person enrolled in the 
ElderPlaceprogram. The term "Service Plan" is defined as the plan determined 
for "each Participant PLACED with the Provider." (Emphasis added.) 

LEGISLATIVE HISTORY 

Petitioners insist, however, that individuals placed by ElderPlace were 
placed by an entity that had contracted with a State agency responsible for such 
matters. [*21) Therefore, the individuals placed by ElderPlace were placed 
by the State within the meaning of section 131(b) (2), petitioners conclude. They 
base their argument on the legislative history of section 131~ whiCh, they 
claim, shows that the use of the phrase "placed by" in section 131lbl 121 merely 
requires some indirect "State action" of a government agency. 

For taxable years beginning before January 1, 1986, section 131 ,provided an 
exclusion from gross income for certain payments received by "foster parents· 
for caring for foster children. The Tax Reform Act of 1986, Pub. L. 99-514, ­
section 1707, 100 Stat. 2085, 2781-2782, amended section 131 to extend to 
certain adult foseer care payments the exclusion from gross income. Petitioners 
point to the language of H. Conf. Rept. 99-841 (Vol. II), at 1I-838 through 
1I-839 (1986), 19'6-3 C.B. (Vol.,4) 1, 'lB-Bl9, which says: 

'The conferee. intend that this extension of the exclusion to adult foster 
care is limited to c•••• of individuals who provide foster care within their own 
homes to adult. who have been plac.d in their car. by an agency of the State or 
political subdivi.ion th.r.of specifically designated as responsible [*221 
for such function. Th. exclueion does not apply to p.yments to operators of 
boarding homes who provide room and board to adults who have not been placed in 
their care through the action.-of a governmental agency responsible for adult 
foster care. 

Petitioners focus on the s.cond ~entence of th. quoted language, specifically 
that part that says "THROUGH THE ACTIONS OF A GOVERNMENTAL AGENCY RESPONSIBLE 
FOR ADULT FOSTER CARE." (Emphasis added, I Because the second sentence does not 
say "BY AN AGENCY OF THE STATE OR POLITlc::AL' StJBDrl(~SION THEREOF·. petitioners 
conclude that "State action" includes their si-':'i.\a·t~i()n, an indirect, contractual 

.' 
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relaeionship wieh t:he seaee :hrough t:he ent::.t:y wit:h which :hey c::mt:rac:ed. 

Peei~ioners fail. however. eo address :he firse seneence of :he above excerpt: 
ehae expresses ehe ineene of Congress ehae seceion 131 apply only in :he case of 
"ADULTS WHO HAVE BEEN PLACEOIN THEIR CARE BY AN AGENCY OF THE STATE OR 
POLITICAL SUBDIVISION THEREOF SPECIFICALLY DESIGNATED AS RESPONSIBLE FOR SUCH 
FUNCTION." (Emphasis added.) What petieioners wane is eo ineerpret one seneence 
out of context. Bu~ words and phrases must be ineerpreeed in coneexe. Rules of 
statutory construction (*23] appropriate to interpreting ehe language at 
issue suggest that words are understood by the words associated wieh ehem and 
that a general term following specific terms takes its meaning from the kinds of 
things denoted by the specific terms. Jareckl v. C.D. Searle & Co .. 367 U.S. 
303, 301 (1961)i F.W• .Fltch Co. v. Un.lted States, 323 U.S. 582, S8S-S86 (194S),­
United States v. Lac-v, 119 F.3d 142, 148 (9th Clr. 1991). 

We interpret the phrase "State action" in the second sentence of ehe above 
excerpt to refer. to. the intent of the first sentence that adults must have been 
"placed by" a State agency specifically designated as.responsible for chat 
function. 

OUr interpretation is further reinforced by referring to' section 131(b) (2). A 
qualified foster individual is not only one placed by ."an agency of a State or 
political subdivision thereof· but .may be one also placed by: 

(S) in the case of an individual who has not attained age 19, an organization 
which is licensed by a State (or political subdivision thereof) as a placement 
agency and which is described in section 501 (c) (3) and exempt from tax under 
section [*24] SOl(a). Sec. 131 (b) (2)(B). 

If Congress had intended the phrase "placed by an agency of a State or 
political subdivision thereof· contained in section 131(b) (2) (A) eo include 
section SOl(c) (3) entities such as ElderPlace. it could have used language 
similar to that used in section 131 (b) (2) (B). 

Petitioners counter with the argument that section 131(b) (2) (S) operates to 
exclude section SOl(c) (3) organizations from the benefit of section 131 where 
"there is no state involvement·; that is, where the section 501 (c) (3) 
organization does not receive State funds. While we are not sure how this 
bolsters their position, we note that the Court has already observed chat 
petitioners' interpretation of section 131(b) (2) (B) is ur~upported. See Cato v. 
Commlssloner, 99 'r.C. 633, 643 (l992), where the Court said: "There is no 
indication in aay of tbe House or Senate hearings on the bill or in the reports 
of either congressional branch that would indicate that a distinction should be 
made that section 131 only applies if a tax-exempt agency is State funded." 

We find that· the intent of Congress as expressed in the pertinent legislative 
history comports with the plain meaning (*25] of the language i~ section 131. 
The record in this case makes it clear that enrollees in the ElderPlace program 
who were in petitioners' foster home were "placed by. ElderPlace in the home 
according to the ordinary use and plain meaning of the verb ·to place". 

The individuals placed in petitioners' home by ElderPlace were not qualified 
foster individuals because they were not placed by an agency Qi the State or a 
political subdivision thereof. Because ehe ElderPlace enrol!~e'8'~~re not 

1.-
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qualified fos~er individuals. amoun~s paid to petitioners for providlng care for 
them cannot be qualified foster care payments. 

MEDICAID POLICY 

Petitioners further argue ~hat a finding by the Court that section l3l does 
not COver their payments from ElderPlace would produce "absurd results" and that 
the future of ~his experimental program would be imperiled. The example of 
"absurd results" cited by petitioners is the case where a foster home resident 
elects in and out of the ElderPlace program. thereby rendering payments to the 
foster care provider taxable. or nontaxable. depending only upon who is making 
the payment. the State or ElderPlace. 

Petitioners' analysis leads them to an incorrect conclusion. [*261 In the 
situation where an individual eligible for adult foster home care. elects in and 
then out of the Eld~rPlace program. the PLACEMENT by ElderPlace is terminated. 
with notice to the provider according to the contract. If the State 'assumes 
responsibility for care of the individual, the State will then PLACE the 
individual; it ·is placement. not payment. that would determine the taxability of 
the. payments in petitioners' example. We find the example cited by petitioners 
not to be "absurd" but merely the intended result of the statute as written by 
Congress. See Tele- Communications. Inc. & Subs. v. Commissioner. 95 T.C. 495. 
501 (1990), affd. 12 F.3d 1005 (lath Cir. 1993). . 

Although petitioners assert that tax consequences may negatively affect the 
medicaid waiver or PACE program by placing an additional financial burden on 
ElderPlace and petitioners. or those similarly situated. we are not at liberty 
to ignore the plain wording of section 131. The purpose 'of medicaid is not to . 
financially benefit health care providers but to aid patients. Baptist Hosp. E. 
v. Secretary of lDlS, 802 F.2d 860, 8n-8n (6eb Ci.r. 1986) ,[*27) revd. on 
other grounds sub nom. Betbesda Hosp. Association v. Bowen, 485 U.S. 399 (1988); 
Green v. Cashman, 60S F.2d 945. 946 .(6th Cir. 1919). In any event. petitioners' 
policy arguments do not override the terms of an unambiguous statute. See In re 
TranscQD Li.nes, 58 F.ld 1432. 1431- 1438 (9ell Cir. 1995); In re Kelly, 841 F.2d 
908, 913 {9th Cir. 1988). 

We find that amounts received by petitioners from ElderPlace for adult foster 
home care are not qualified foster care payments under section 131(b) and are 
includable in gross income in each of the years at issue in this case. 

EXPENSE A.t.J:"OCATIOH mma SECTION 265 

The partie. agree that petitioners incurred and paid certain expenses related 
to their operation of an adult foster home for all the years involved here. The 
parties also agree that petitioners received payments for providing adult foster 
home care for individuals. some of which are not incl~le in income. 

Pertinent to these facts is section 265. which provides in part: 

SEC. 265(a). General Rule. -- No deduction shall be allowed for -­

(1) Expenses. -- Any amount [*28J otherwise allowable as a deduction 
which is allocable to one or more classes of income other than interest (whether 
or not any amount of income of that class or classes is received'or~aecruedl 
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wholly exempt from the taxes imposed by th~s subtitle, or any amount otherwise 
allowable under section 212 (relating to expenses for production of income) 
which 1S allocable to interest (whether or not any amount of such interest is 
received or accrued) wholly exempt from the taxes imposed by this subtitle. 

Respondent determined that some of the adult foster home care expenses 
claimed by petitioners are expenses that are allocable to petitioner's 
tax-exempt income and are therefore nondeductible. Petitioner'S position is that 
respondent's method of allocation is wrong. 

Having determined that petitioners must include in income the payments 
received from ElderPlace, respondent argues that petitioners may deduct 'foster 
home care expenses only in the same ratio as the ratio of taxable income to 
total income. . 

Petitioners, rather than a pro rata' allocation based on taxable and 
nontaxable income, would allocate expenses to three income categories: (al To 
adult foster care "service" income, some of [-291 which is tax exempt; (b) 
to "room and board" income, almost. all of which is taxable; n7 and ec) to income 
related to both "service" and "room and board". Petitioners characterize 
mortgage interest, real estate taxes and insurance, repairs, maintenance, 
depreCiation, and food expense as "room and board" expenses. Petitioners want 
the Court to allocate most "room and board" expenses to "room and board" income 
and almost none of it to ·service" income. 

n7 The parties agree that petitioners had a resident, Mr. Authur (sic) 
Armstrong, whose room and board was paid by the Oregon Department of Veterans' 
Affairs in 1993 and 1994 and is tax exempt. 

Onder section 1.265-1(b) (1), Income Tax Regs., the term ·class of exempt 
income", as that term is used in section 265, means any class of income wholly 
excluded from gross income or wholly exempt from tax. Allowable expenses 
directiy allocable to any class of exempt income shall be allocated thereto and 
expenses directly alloc~le to any class of nonexempt income shall be likewise 
allocated thereto. Where an expense is indirectly allocable to both a class of 
nonexempt income and a class of exempt income, "a reasonable proportion thereof 
determined [-30] in the light of all the facts and circumstances in each case 
shall be allocated to each." Sec. 1.265- l(c), Income Tax Regs. 

The class of gross income for which petitioners' deductiOns are denied under 
section 265 is .ectiOD 131 qualified foster care payments. In the case of 
petitioners, .uch payment. are for ·caring for a qualified foster indiv~dual IN 
THE FOSTER CARS PROVIDER'S BOMB". Sec. 131(b) (1) (B) (emphasis supplied). 

onder Oregon State law the term "adult foster home" means a "FAMILY HOME OR 
FACILITY IN WHICH RESIDENTIAL CARE IS PROVIDED for five or fewer adults who are 
not related to the provider by blood or marriage," Ore. Rev. Stat. sec. 
443.705(1) (1992) (emphasis supplied). The term "residential care" means 
providing "ROOM AND BOARD AHD,$ERVICES that assist the resident in activities of 
daily 'living". Ore. Rev. Stat. sec. 443.705(6) (1992) (emphasiS supplied). 

Although petitioners were separately paid for room and board for most 
residents, nB petitioners' exempt and nonexempt foster care income was based on 
their home oWnership. In order to qualify as having an adult foster home 

tEXIS"· NEXIS 
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1 petitioners must under Federal and State law provide the appropriate services IN 
THEIR HOME. 	 ,[*31] and they in fact did so in the years under consl.deratl.on. 

1 The expenses for mortgage interest. real estate eaxes. insurance. repairs and 
maintenance, 	utilities, depreciation. and "other" home expenses were incurred as 
a result of or incident to their adult foster home activity. and their l.nCOme 


was derived from the use of their home as an adult foster home. There is a


I direct factual relationship between those expenses and all petitioners' adult 

foster home care income, both taxable and nontaxable. 


1 nB We note that there is no separately stated room and board amount for 
petitioners' 	"private pay" residents. 

1 We find that petitioners' business expenses that they have characterized as 
"service" expenses, "room and'board" expense. and other expenses are rel'ated to 

,I 
all of petitioners' adult, foster home care income and must be allocated between 
exempt foster home care income and nonexempt foster home care incOme. We further 
find that under the facts and circumstances of this case, respondent's method of 
proportional 	allocation of expenses between taxable and nontaxable income is 

1 
correct. See Halljnckrodt v. Commjssjoner, 
F.2d 1 (8th Cjr. 1945); [*32] McFarland 

To reflect the foregoing. 

1 	 Decision will be entered under Rule 155. 

1 

1 
1 
1 
1 
1 
1 
1 
1 

2 r.c. 1128, 1148 (1943), affd. 146 
v. Cammjssjoner, T.C. Memo. 1992-440. 

"
, 

1 
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I 	 Attachment L 

I 
1996 Data From: The Slale o/the State in Deveiopmental Disabilities -51h edition (1998) 
Braddock. Hemp. Parish &: Westrich, Published by AAMR . . 
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ALABAMA 
ALASKA 
ARIZONA 
ARKANSAS 
CALIFORNIA 
COLORADO· 
CON'NECTlCtJT 
DELAWARE 
DISTRlCT OF COLUMBIA 
FLORIDA 
GEORGIA 
HAWAll 
IDAHO 
ILLINOIS 
INDIANA 
IOWA 
KANSAS 
KENTUCKY 
LOUISIANA 
MAINE 
MARYLAND 

MASSACHUSETTS 

MICHIGAN 

MINNESOTA 

MISSISSIPPI 

MISSOURI 

MONTANA 

NEBRASKA 

NEVADA 

NEW HAMPSHIRE 

NEW JERSEY 

NEW MEXICO 


. NEW YORK 
NORm CAROLINA 
NORmOAKOTA 
OHIO 
OKLAHOMA 
OREGON 
PENNSYLVANIA 
RHODE ISLAND 
SOUTH CAROLINA 
SOUTH DAKOTA 
TENNESSEE 
TEXAS 
UTAH 
VERMONT 
VtROOOA 
WASHINGTON 
WEST vtRGOOA 

ii in Foster Care 
o 
o 

28S/31 S
o ' 
o· 
o· 
519 

99168 
91 

409 
o 

418 
O· 

1201144 
425 
168 

o 
279 
144 

o 
262 
790 

1,656 
1611899 

o 
200 
177 

o 
97 

546 
1,745 

35 
4,054 

73 
44 

360 
o 

81 
1,14$ . 

69' 
130 
23 

200 
73 

82112 
522 

86 
1.131 
O· 

WISCONSIN 129/1,2891875 
\vyOMING 32 

Total , 20,469 

TeanjnQIQiY Used tQ Identify Eo"er Care 

Child Development/adult Development 

(some included among 18.548 Community Care Facilities for 6 or fewer) . 
(Host Homes are lnc:1ude~ amons 1.842 homes for 4 or fewer) 
Community Training Homes 
Foster Car:eJAdult Family Living 
foster homes 
foster homes 

foster care 
(foster homes for children are included among 242 homes for 6 or fewer) 
HomellndividuaJ Programs &: Special Home Placements 
Alternative Fimily Homes 
foster homes 

Family Homes 

foster homes 


foster barnes 

folter homes 

Family Foster Care 

Children's Foster Homes/Adult Foster Homes 


foster homes 

foster homes 


Developmental Homes 

folter care 

Skill Development and Family Care Homes 

Surropre Living 

Family Foster Care 

Altemalive Family 

foster homes 


, Family Homes 

Relmw Foster Care ' 

foster homes 

Adult Family Homes 

Community TraininS Homes 

foster homes 

foster homes 

foster homes 

Professional Pa:renalAdult Foster Care 

Dewlopmenral Homes 

Sponsored Ptacemena 

Adult Family Homes 

(foster care included among! 19 homes for 6 or fewer) 

~ildren's Foster Homes/Adult Family Homes (for I or 2)1 (3 or 4) 

foster homes, 


There is no indication in the report ifthese are arran,ed by ,ovemmenral or non-lIOvemmenaLl agencies. and in most states. there 
is no way of tellinl_if the homes are for children or adults; nor are dam provided on other disability groups. 

• 	CA. CO. ID and WV also had people in foster care in 1996. but numbers are included in larger figures used for people in 
homes for 6 or fewer. ANCOR members in other-swes have indicated that they supported people 1ft foster care as welL 
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Attachment M 

I 
I 	 Written Statement of the 

American Network of 

I Community Options and Resources 
(ANCOR) 

I 
I 	 A Proposal to Address the 

Current Complexity of Section 131 of the 

Internal Revenue Code to Individuals 
I Receiving Foster Care Payments 


I Submitted for the Record for the . 
United States House Ways & Means Oversight Subcommittee Hearing on 

I .the Impact of Co~plexity in the Tax Code on 
Individual Taxpayers and SmaU Businesses 

I 
May 25, 1999 

I 	 Introduction and Overview 

I 	 This testimony outlines the comments and suggestions of the American Network. 

I 
of Community Options and Resources ('" ANCOR") relating to the current complexity 
of section 131 of the Code of 1986, as amended (the "'Code"), which provides rules on 
the tax treatment of foster care payments received by individual taxpayers. 

ANCOR was fonned in 1970 to improve the quality of life of persons with 

I disabilities and their families by coordinating the efforts of concerned providers of 
private support services. ANCOR is comprised of more than 650 organizations from 
across the United States together providing community support to more than 150,000 

I individuals with disabilities. 

ANCOR strongly recommends that section l31 of the . Code be amended to

I 	 eliminate current law's complexity by unifonnlyallowing . individual taxpayers to 
exclude from income the foster care payments they receive from State and local 
goverDmental sources. ANCOR believes that amending section .131 in this mannerI 	 would (i) simplify the tax treatment of foster care payments for individual taxpayers, 

I· 
(ii) eliminate an impediment to State and local governmental efforts to reduce 
bureaucracy and costs for their foster care programs, and (iii) support State and local 

I 
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governmental effons to encourage much-needed individuals to participate in foster care 
programs. 

Description of Current Law and Proposal 

Current Law. 

Sectfon 131 of the Code as it currently exists creates a complex dichotomy in the 
tax treatment of individuals who serve as foster care providers for ~ndividuals in foster 
care under, 19 years of age and for those who provide treatment to individuals in foster 
care over 19 years of age. For children under 19 years old, section 131 of the Code 
permits individual taxpayers to exclude foster care payments from taxable income when 
a government entity or charitable tax-exempt organization directly places the child and 
makes the foster care payments to the provider. For individuals 19 years of age or 
older, section 131 allows an individual taxpayer to exclude foster care payments from 
taxable income only when a governmental entity makes the placement and the payment. 
Thus, an individual's ability to exclude foster care payments, even if all such payments 
are derived from government funds, is linked to the type of agency that places the 
individual with the provider. 

Pro'posed Change. 

Congress should amend section 131 to allow all individuals who serve as 
providers of foster care the ability to exclude from income those foster care payments 
that they receive from a governmental source, regardless of whether a governmental 
entity placed the individual. provided that a governmental entity has either certified or 
licensed the placement agency. Amending section 131 in such a way would not only 
simplify the taX treatment of foster care payments and reduce the administrative burden' 
on the Internal Revenue Service (W IRS"). but the change would also support the efforts 
of State and local governments to address the needs of their communities more 
effectively. 

A. Current law is confusine to taxpayers and to the IRS. 

As illustrated by Table 1. incongruent treatment of individual taXpayers who are 
foster care providers has created a complex system for determining when such 
providers can exclu~e their foster care payments from Income. 

2 
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I 
 Table 1· Excludability of Foster Care Payments from Income Under Section 131 

I 
I 
I 
I 
I 
I 

-----,-~--~----~-=----~I' 

State or political subdIvision >19 years 
50I(c){3) <19 vears Yes 

State or political subdivision <19 years 
State or political subdivision ?: 19 years No 

Placement Agencv. Pavor Age of Foster Pavment i 
i Care Individual Excl~dable? I 

State or political subdivision State or political subdivIsion I <19 years Yes 
State or political subdivision· Yes 

I State or political subdivision 
State or polillcal subdivision . 50\{cl(3) ?: 19 vears ~o 

<19 years State or political subdivision :--1ot 50I(c)(3) No 
I State or political subdivision Not 501(c)(3) I > 19 years No 

Licensed 50I(c)(3) I;Yes 
Licensed 501(c)(3) 
Licensed 501(c)(3) 501(c)(3) <19 years Yes 
Licensed 501(c)(3) 501( c)(3) ::: 19 years No i 

Licensed 50 l(c )(3) :--1ot 501(c)(3) <19 years No I 
Not 501(c)(3) >19 years No I 

Not 501(c)(3) 
Licensed 501 (c)(3) 

State or political subdivision <19 years No 
Not 501(c)(3) >19 years State or political subdivision No i 

Not 501(c)(3) 501(c)(3) <19 years :--10 i 

Not 501(c)(3) 501(c)(3) ::: 19 years No i 

Not 50 l(c)(3) <19 years Not 501(c)(3) :--10 I 
Not 501 (c)(3) :::19 years NoNot 501(c)(3) 

I The confusion presented by current law is exemplified by the recent Tax Court 
decision in Micorescu v. Commissioner, T.e. Memo 1998-398. In Micorescu, the

I court held that an Oregon' family providi~g foster care services to adults in the family's 
home could not exclude from income payments received from the private agency that 
placed the individuals with the family. The court reasoned that because the adult 

I individuals were placed with the family by a private agency rather than by the State or 

I 
I 

an agency of the State, those individuals were not "qualified foster individuals" within 
the meaning of section 131. The court reached this conclusion even though the 
organization that placed the adults in the family's home both contracted with and 
received funds from the State of Oregon. Equal treaanent. of all families providing 
foster care services (i) who receive payments from an agency that operates under a 

I 
license or certification by a government entity or (ii) who receive payments directly 
from a government entity would reduce the confusion that currently exists. Provider 
families; like the family involved in the Micorescu case, would know with certainty' 
whether they could exclude their income. 

I Individual taxpayers are not alone in their confusion. Section 131 has· proven so 
confusing that our members have reported many instances in which IRS officials and 
experienc~d certified public accountants and taX attorneys also have difficulty

I ascertaining when a payment is. excludable. Our members can site various examples of 
situations in which individual providers have been told informally by an IRS official 
and/or an experienced- tax advisor that their foster care payments were to be excluded 

I from taXable income, when in fact those payments were not excludable. Amending 
section 131 would, therefore, prevent not -only the confusion individuals and their tax 

I 3 
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I 
 advisors have over whether foster care payments are excludable, but also the confusion 

experienced by the IRS officials that are charged with administering the law. 

I 
B. Current law fails to support the decisions of State and local governm:ents. 

I 
I Governmental entities, are becoming increasingly reliant on private agencies [0 

1 
place both children and adults with special needs in foster ·care. Governmental entities" 
have -found that foster care for adults with special needs reduces the expense that is 
usually incurred when maintaining group homes and institutional settings. In 
particular, the National Association of State Directors' of Developmental Disabilities 
Services has found that over the past several years there haS been a considerable 

I increase in pressure on state agencies to reduce waiting lists. Additionally. State and 
local governments often use outside entities to make case-specific decisions (such as 
identification of those individuals who would benefit from foster care and those. 
providers with whom such individuals should be placed) as a means of reducing 
bureaucracy in an already trying situation. Current law. however, fails to provide the 
same tax treatment to those individuals identified by private entities acting uQder a 
license or certification with States, -counties and municipalities as is provided to 
individuals that are identified directly by the State. Disparate treatment exists despite 
the fact that from the governmental entities' perspectives, the activities are the same. 

I As a result of the difference in treatment, State and local governments are discouraged 

1 
from contracting with private agencies to make placement decisions. The tax code 
should support State and local governments that decide to cut costs, reduce bureaucracy 
and support individuals with special needs in their communities through expanding their 
foster care programs . 

.1 
1 

C. Current treatment of foster care payments 'discourages much-needed 
individuals from participating in foster care programs, 

1 The confusion created by section 131's complex rules discourages many 
potential foster care individuals from participating in these programs. Despite the fact 
that individual taxpayers could,. under these rules, offset. taxable foster care payments 

I (paid by non-qualified agencies) by treating expenditures made on behalf of a foster 
individual as a business expense deductions. ·such deductions are pennined only if the 
families maintain detailed expense records. Accordingly, otherwise willing providers 

1 
1 are discouraged from accepting foster individuals placed by non-qualified agencies. 

because such providers are forced to endure the time and inconvenience associated with 
keeping' extensive records. The result is a smaller pool of available, qualified and 
willing providers and a growing pool of individuals with special needs for whom group 
housing or institutional. living is inappropriate. Amending section 131 as suggested 
wouldhf!1.p'}99feSS the increasing demand for providers of foster care services. I 4 
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I D. Legislation introduced this vear would remedy these problems. 

I 
I Bills were introduced in the House (H.R. 1194 ) and in the Senate (S. 670) that 

propose to simplify the current rules under section 131 for individuals receiving foster 
care payments. These bills would allow individual providers to exclude from income 
foster care payments received, regardless of the age of the individual in foster care and 
the type of entity that placed that individual. The exclusion would apply only if either 

I (i) a state or local government or (ii) a 'qualified foster care placement agency" made 
the foster care payments. Such payments would have to be made pursuant to a foster 
care program of such governmental entity. Funher, to be qualified,a foster care 

I placement entity would have to be licensed or cenified by a state or local government to 
make foster care payments to providers of foster care. . 

ConclusionI 
" 

ANCOR recommends amending section 131 of the Internal Revenue Code so 

I that all governlnental foster care payments received by individual taxpayer providers 

I 
are treated the same. If enacted, current law's confusing and unfair tax rules would no 
longer discourage much-needed individual pro.viders from participating in foster care' , 

I 
programs. Amending section 131 in this fashion also will suppon State and local 
governments in their efforts to reduce bureaucracy and cut costs, provide more 
alternatives to institutionalization, while simplifying tax administrative burdens. 

'I 
I 
I 
I 
I 
I 
I 
I 
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I Attachment N 

June 28, 1999 

I 
The Honorable Bill Archer 

I U.S. House of Representatives 

1236 Longworth House Office Building. 

Washington, DC 20515-4307 

I Re: H.R.1194 (Simplification of Tax Treatment of Foster Care PaYments) 


I 
 Dear Chainnan Archer: 


I 
We are writing to you in support of H.R.1194, which has been introduced by 

Representative Ron Lewis. Senators Jeffords and Dodd simultaneously introduced an identical 
bill, S.670, in the Senate. 

I H.R.1194 is designed to simplify and correct inequities in the current tax treatment of 
foster care payments. We respectfully request that you support this important legislation as part 
of the next appropriate vehicle. 

I 
I Current law discourages families from providing foster care. F oster care providers are 

reluctant to contract with private (non-governmental) placement agencies because such providers 
are required by current law to include foster care payments as taxable income (unless the foster 

I 
individual is under 19 years and the placement agency is a nonprofit organization), while 
providers who care for foster individuals placed in their homes by the government are pennitted 
to exclude foster care payments from taxable income. In addition, due to the complexity of 
current law, foster care providers receive conflicting advice with respect to whether a particular 
payment may be excludable from taxable income. 

I 
I H.R.l194 simplifies the tax treatment of foster care payments and thereby removes the 

inequities and uncertainties present in the current tax law. We strongly encourage your support 
of H.R.l194, which will advance the development of family-based foster care services. 

I 
 American ~etwork ofCommunity Options and Resources (ANCOR) 


I 
American Congress ofCommunity Supports and Employment Services 

The Arc of Illinois 

I 

The Arc ofTexas 


Association ofDevelopmental Disabilities Community Providers (New Mexico) 

Association ofDevelopmental Disabilities Providers (Massachusetts) 


I 

The Association for Individual Development (Illinois) 


Association ofResidential Resources in Minnesota 

Bazelon Center for Mental Health Law 


I 

Child Care Association ofIllinois 


. Community and Residential Services Association (Louisiana) 

Connecticut Association of Non profits 


Connecticut Community Providers Association 

Easter Seals 


I 'Illinois Association ofRehabilitation Facilities 


I 




I 
Indiana Association ofRehabilitation Facilities 

I Iowa Association of Community Providers 
Lutheran Services in America 

National Association of Developmental Disabilities Councils 

I National Association of State Directors of Developmental Disabilities Services, Inc. 
,Nebraska Association of Private Resources 

New York State Association of Community and Residential Agencies 

I Ohio Provider Resource Association 
Oklahoma Network of Community Options and Resources 

Oregon Rehabilitation Association 

I Pennsylvania Association of Resources for People with Mental Retardation 
Private Providers Association ofTexas 

Private Provider Network (New Hampshire) 

I Utah Association of Community Services 
United Way of Illinois 

Vermont Council ofDevelopmental and Mental Health Services 

I 
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I Attachment 0 

June 28, 1999 

I 
The, Honorable William Roth 

I U.S. Senate 
219 Dirksen Senate Office Building 

Washington, DC 20510 


I Re: S. 670 (Simplification ofT~ Treatment of Foster Care Payments) 

I 
 Dear Chairman Roth: 


I 

We are writing to you ,in support of S. 670, which has been introduced by Senators 


Jeffords and Dodd. Representative Ron Lewis simultaneously introduced an identical bill, H.R. 

1194, in the House. 

I S. 670 is designed to simplify and correct inequities in the current tax treatment of foster 
care payments. We respectfully request that you support this important legislation as part of the 
next appropriate vehicle. 

I 
I Current law discourages families from providing foster care. Foster care providers are 

reluctant to contract with private (non-governmental) placement agencies because such providers 
are required by current law to include foster care payments as taxable income (unless the foster 
individual is under 19 years and the placement agency is a nonprofit organization), while 
providers who care for foster individuals placed in their homes by the government are permitted 

I to exclude foster care payments from taxable income. In addition, due to the complexity of 
current law, foster care providers receive conflicting advice with respect to whether a particular 
payment may be excludable from taxable income. ' 

I 
I S.670 simplifies the tax treatment of foster care payments and thereby removes the 

inequities and uncertainties present in the current tax law. We strongly encourage your support 
of S. 670, which will advance the development of family-based foster care services. 

American Network of Community Options and Resources (ANCOR) 

I American Congress of Community Supports and Employment Services 
The Arc of Illinois 

I The Arc ofTexas 
Association ofDevelopmental Disabilities Community Providers (New Mexico) 

Association ofDevelopmental Disabilities Providers (Massachusetts) 

I The Association for Individual Development (Illinois) 
Association of Residential Resources in Minnesota 

Bazelon Center for Mental Health Law, 

I Child Care Association of Illinois 
Community and Residential Services Association (Louisiana) 

Connecticut Association of Nonprofits

I Connecticut Community Providers Association 
Easter Seals 

Illinois Association ofRehabilit~tion Facilities

I Indiana Association of RehabHitation, 'Facilities 

I 




I 
Iowa Association of Community Providers 

I Lutheran Services in America 
National Association of Developmental Disabilities Councils , " 

National Association of State Directors of Developmental Disabilities Services, Inc.

I Nebraska Association of PriVqte Resources 
New York State Association of Community arid Residential Agencies 

Ohio Provider Resource Association 

I Oklahoma Network of Community Options and Resources 
Oregon Rehabilitation Association 

Pennsylvania Association of Resources for People with Mental Retardation 

I Private Providers Association ofTexas 
Private Provider Network (New Hampshire) 
Utah Association ofCommunity Services 

I United Way of Illinois 
Vermont Council ofDevelopmental and Mental Health Services 

I 
I 
I 
I 
I 
I 
I 
I 
I 
I 
I 
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