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FROM ___ Naomi Sweeney DATE 7/14/82

REMARKS

SUBJECT: Tuition Tax Credit testimony -
Education Department

Attached is ED's proposed testimony for the
Friday Senate Finance Committee hearing. As
in the case of the Treasury testimony I sent
you this morning, I would appreciate it if
you would make sure that any other White
House offices that need to see this testimony
get copies.
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EXECUTIVE OFFICE OF THE PRESIDENT
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WASHINGTON, D.C. 20503 S? E & ; A "

July 13, 1982
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LEGISLATIVE REFERRAL MEMORANDUM

TO: Legislative Liaison Officer

Department of Justice
Department of the Treasury

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

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

A response to this request for your views is needed
no later than Wednesday, July 14, - 4:00 p.m.

Questions should be referred to Barry White
( 395-4532 ) or to Naomi Sweeney ( 395-3881),
the legislative analyst in this office.
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Naomi R. Sweeney. for
Assistant Director for
Legislative Reference
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cc: K Clarkson Larry Kudlow
ike Uhlmann/Bill Barr, OPD Mike McConnell/Mike Horowitz

Bob Carleson/Ann Fairbanks, OPD Mike Esposito
Bernie Martin Greg Jones
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TESTIMONY OF HONORABLE T. H. BELL, SECRETARY OF THE DEPARTMENT
OF EDUCATION BEFORE THE SUBCOMMITTEE ON TAXATION AND DEBT MANAGEMENT
OF THE SENATE COMMITTEE ON FINANCE

July /€ , 1981

MR, CHATRMAN AND MEMBERS OF THE SUBCOMMITTEE:

Thank you for the opportunity to appear before you this morning to
present the views of the Education Department on S.élé"lf, “The Educagf*nal
Opportunity and Equity Act of 1982."

A year ago I appeared before this Subcommittee to present the
Reagan Administration's hearty endorsement of the concept of tuition tax
credits. Today, I am pleased to discuss the President's fulfillment of
his commitment to this concept in the form of S0 , which the President
sees as an important expansion of educational opportunities for all
Americans.

The President's bill would permit individual taxpayers to receive a
credit against their income taxes of 50 percent of the cost of tuition
and fees for each child iﬁ eligible nonpublic elementary and secondary
schools up to a maximum credit per child. The maximum credit would be
phased in over a three-year period, rising from $100 in 1983 to $300 in
1984, and ultimately to $500 in 1985.

'This legislation is intended to meet the needs of lower- and middle-
income working families. These families are the ones who need assistance
in meeting their growing educational expenses. A full credit would be
available only to those families with adjusted gross incomes up to $50,000
and benefits would decline to zero above $75,000 income.

Parents would be eligible for the credit only if they send their

children to a not-for—profit tax exempt institution which provides a full-



time elementary or secondary school program and which does not discriminate
on the basis of race, color, or national origin. A school follows a
discriminatory policy if it refuses, on account of any of these
characteristics, either to admit student applicants or to allow students
full participation in the school and its programs.

Our proposal is an integral part of the President's education program.
We have our deregulation efforts and our new block grant legislation to
amend existing policies that are wrong in concept and approach. We have
our "ﬁew Federalism™ and foundation proposals to limit Departmental
authority over the schools. We have our Naﬁional Commission on Excellence
in Education to address the matter of vigor and quality in American schools.
And now the President has proposed eniarging options for schooling
through tuition tax credits, a crucial incéntive to vitality in American
education of which private schools are an integral part.

As you know, the Federal government provides students and their families
with financi{al assistance to enable students to enroll in either public
or private colleges and universities. Federal aid for higher education
supports students who choose to attend high tuition private institutions.
Our proposal offers similar assistance to parents and gtudeﬁgélwho prefer
private elementary and secondary schools.

Americans do have good reason to be proud of a public and private
educational system unrivaled in the history of civilization. The enormous
accomplishments of our people in their 206-year history as a nation are a
tribute, in large measure, to the quality and diversity of educational
opportunity available to them. Moreover, our higher education system

has prospered under the diversity and competition of both public and



private institutions. We believe that the freedom to choose, the diversity,
and the healthy competition of both public and private elementary and
secondary schools will be similarly enhanced through this legislation.
Growing numbers of Aericans want greater choice in education, but
many middle-income as well as low-income families cannot afford to choose.
The cost of education, both public and private, has risen dramatically
-in‘recent years. This additional cost has always severely limited the
ability of lower—income families to choose the nonpublic educational
alternative for their children. Rising costs are now putting private
'schools beyond the reach of a growing number of middle-income Americans
as well.,

This private school tuition barrier to enrollment can be demonstrated
with a few numbers. In 1979, the median private elementary school tuition
was $360 per year--$315 for church-related schools and §$1,222 for non-church-
related schools. Secondary school tuition was higher with a median of
$925 per year--$900 for church-related high schools and $1,400 for non-church-
related schools. These sums are substantial, especially for families
with many school-age children. For example, a family with four children,
two in elementary and two in high school, would have paid $i;230 in
church-related schools and $5,244 in non-church-related schools.

A tuition tax credit would provide the greatest benefit to those who
need 1t most--low—and middle-income families. These families constitute
the largest users of the private schools even with financial constraints.

In 1979, fully 54 percent of the students in private schools came from

families with incomes below $25,000,



Members of minority groups would also benefit significantly. A recent
survey, for instance, showed that 18.6 percent of the students in Catholic’
schools--the nation's largest private school sector-—were minority group
members. The minority group percentage is even higher in private schools
in many cities. Considering just blacks, the Bureau of Census reports
that in the central cities of metropolitan areas in 1979, 12 percent of
private school enrollees were black., The Census Bureau also reports
that Hispanic students constituted over 8 percent of the private school

enrollment in these central city areas that year.

Increased diversity in education will also be fostered by a tuition tax .-

credit. This diversity stimulates a healthy competition between public
and private schools that promotes higher standards in both systems.

The vital role competition has played in our society, in providing
quality goods and services at affordable prices, is well known. This
economic principle applies in the provision of education as forcefully
as it does to any other product or service. If a school has little or no
competition, it may lack the incentive to improve its educational quality.

This improvement in quality through competition is of special importance
to low income and minority youth. Since these youth face considerable
barriers in their quest for upward financial mobility, the better education
that qompetition will produce will be an important step in helping them
to secure a job after they leave school.

Private schools do offer alternatives. Private schools are often
smaller than public schools. For instance, the average student enrollment

in public high schools is 758 students compared to 215 students in private

-



high dchools. Eacausa of their :ixq, pﬁblic schools t;nd to.offer a
broadar tgnén of coufsel. HovéQef; uany:pnrents prafer privpta schools’
dmallar aizeland'uﬁre individualized attention. |
While thera are u:ny,excellent'public‘a:hools.-it 1s difficult for
;ni one school syatea to meét all the needs of its atudenta-or to be
| consistent with ;hé values pf all pa:eﬂts;l Thare will always be nanf
|paren£l whosae ééucakibnal values ditfer from thosa ol’the qulic achﬁol
'systen. The vievs bt such parenta should be.respectgd and thair frasdom
to chooza shoyld b supported, aespacially when this choica might incroease
tha achiavement of their children.

Some opponacts of tultlon tax credita have expresded fear that thia
legislation uili waaken public schools by attracting morsa and better
students o tha private schools., We believe that the public schoola-—
lika the public univarsitiss——will benefit from the diversity and wholezoms
>cﬁnpatltlon; Tk2 more divariity and optiona wa can offér, tﬁn richer |

"will be our leamning opportunitiss for all children. The public school

will grow stroogar and more compatitive.
S.égéfZB ia impcréan; to working Americana in anothar way: 1t
would pro@ota grasatar equity in taxarfon. We all bear the burden of tha
co-tn.of publi¢ éducation through State and local taxacionm, girectly ar
indiracely. But thode parents whose childrean attend aonpublic achools
gust 3lso baar the additional burden of paying privata achool tuitien.
Tax credits will go 3 long way towvard reducing the unfairness inharent

1n this double-tairden faced by parenta who sand theair children to private

achools,




HeAuust a;aq bear'iﬂ mind that ptivate'ichoola do mora than offer
lalterﬂltiva aducational choicqn to niud;ntn and their parenta. Nonpublic
'achools alsolcaﬁry a significant part of the burdan of ptoviding eiamentary

and secondary education in this COUALTY. vait Bacoées financiallyb
inpoasible for wany of the families now sending their childran to nonpublic
schools to continus to do =m0, the resulting increase in publie achool
attendance will place large and unwelcomed new tax burdens on State and
local faxpayer-. Por inatance, {f only one-tanth of the private school
.pcpulation of nearly five millfon atudents shifted to public schools,
the costs to the public school aystem eould increase by over ona billion
»dollara.Abasad cn current per pupil expenditures in puplic achools,

In clos{ng, the President has propoded tuitien tax credic legislation
{n order to promote diversity in education and the freedom of individuals
to take advan:aga of it, aﬁd to fgurture the pluralism in American soclety
which this diversity fo;tetn. |

1 will be hzppy to answar any quastions.
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LEGISLATIVE REFERRAL MEMORANDUM

TO: Legislative Liaison Officer

Department of Justice
Department of the Treasury

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

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

A response to this request for your views is needed
no later than Wednesday, July 14, - 4:00 p.m.

Questions should be referred to Barry White
( 395-4532 ) or to Naomi Sweeney ( 395-3881),
the legislative analyst in this office.

S Ry
Naomi R. Sweeney for
Assistant Director for
Legislative Reference

Enclosures
Ken Clarkson Larry Kudlow
Mike Uhlmann/Bill Barr, OPD ike McConnell/Mike Horow1tz

Bob Carleson/Ann Fairbanks, OPD Mike Esposito
Bernie Martin Greg Jones
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TESTIMONY OF HONORABLE T. H. BELL, SECRETARY OF THE DEPARTMENT
OF EDUCATION BEFORE THE SUBCOMMITTEE ON TAXATION AND DEBT MANAGEMENT
OF THE SENATE COMMITTEE ON FINANCE

July /€ , 1981

MR, CHAIRMAN AND MEMBERS OF THE SUBCOMMITTEE:

Thank you for the opportunity to appear before you this morning to

present the views of the Education Department on S.2% 725, “The Educat/ ~nal

~

Opportunity and Equity Act of 1982."

A year ago 1 appeared before this Subcommittee to present the
Reagan Administration's hearty endorsement of_the concept of tuition tax
credits. Today, I am pleased to discuss the President's fulfillment of
his commitment to this concept in the form of S..°0? 5, which the President
sees as an Important expansion of educational opportunities for all
Americans.

The President's bill would permit ;ndividual taxpayers to receive a
credit against their income taxes of 50 percent of the cost of tuition
and fees for each child iﬁ eligible nonpublic elementary and secondary
schools up to a maximum credit per child. The maximum credit would be
phased in over a three—-year period, rising from $100 in 1983 to $300 in
1984, and ultimately to $500 in 1985.

'This legislation is intended to meet the needs of lower- and middle-
income working families. These families are the ones who need assistance
in meeting their growing educational expenses. A full credit would be
available only to those familles with adjusted gross incomes up to $50,000
and benefits would decline to zero 5;:;; $75,000 income.

Parents would be eligible for the credit omnly 1if they send their

children to a not-for-profit tax exempt institution which provides a full-
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time elementary or secondary school program and which does not discriminate
on the basis of race, color, or national origin. A school follows a
discriminatory policy if it refuses, on account of any of these
characteristics, either to admit student applicants or to allow students
full participation in the school and its programs.

Our proposal is an integral part of the Presidént's education program.
We have our deregulation efforts and our new block grant legislation to
amend existing policles that are wrong in concept and approach. We have
our "New Federalism” and foundation proposals to limit Departmental
authority over the schools. We have our Nafional Commission on Excellence g
in Education to address the matter of vigor and quality in American schools..
And now the President has proposed eﬁlarging options for schooling
through tuition tax credits, a crucial incentive to vitality in American
education‘Of which private schools are an integral part.

As you know, the Federal government provides students and their families
with financial assistance to enable students to enroll in either public
o a~h  ard Akl . -
or private colleges and universities’Q\fe&efal-aid—ies’EIEher education v bt

Moany € fhem fr;.,-*h, + e\(...,t Ha \“;)‘_;(3 ol Aevree Mo ok of Ll e hueatn $ir

supports—students who ¢hoose to attend high tuitton private Institutiomns.
¥ a rc.\Ts“‘." ot avartessive h;.u 5—q,4(..,\;3 44 ,;._L,_V e

OCur propoaal‘3ffer3‘3imi}af—ass4sGance_Loqparen:s_and_s:udea%s—who—pfégbx. ol o

¥r ('(-,* F e,vb&“‘\" L ;,'.ll& 4_‘ .-Q{ ﬂr—b\rbm‘\_[ . "vk-_“'\
“‘ﬁ/);:;;;te elementary and secondary sehools. Ao '
cl&as,

~ JMSEeT A -
Americans do have good reason to be proud of a public and private

educational system unrivaled in the history of civilization. The enormous
accomplishments of our people in their 206-year history as a nation are a
tribute, in large measure, to the quality and diversity of educational
opportunity available to them. Moreover, our higher education systenm

has prospered under the diversity and competition of both public and



private institutions. We believe that the freedom to choose, the diversity,

and the healthy competition of both public and private elementary and Twste™

secondary schools will be similarly enhanced through this legislation.ﬁ/// '
o l
Growing numbers of Americans want greater choice in education, but
many middle-income as well as low-income families cannot afford to choose.

The cost of education, both public and private, has risen dramatically

'in‘recent years. This additional cost has always severely limited the

ability of lower—income families to choose the nompublic educational

alternative for their children. Rising costs are now putting private

'schools beyond the reach of a growing number of middle-income Americans

as well.

This private school tuition barrier to enrollment can be demoﬁstrated
with a few numbers. In 1979, the median private elementary school tuition
was $360 per year-—$3;5 for church-related schools and $1,222 for non-church-
related schools. Secondary school tuition was higher with a median of
$925 per year—-$900 fo; church-related high schools and $1,400 for non-church-
related.schools. These sums are substantial, especially for families
with many school-age children. For example, a family with four children,
two in elemeﬁtary and two in high school, would have paid si;Zjo in
church-related schools and $5,244 in non~church-related schools.

A tuition tax credit would provide the greatest benefit to those who
need it most--low—and middle~income families. These families constitute
the largest users of the private schools even with financial constraints.

In 1979, fully 54 percent of the students in private schools came from

families with incomes below $25,000.
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high Bchaaln. Eacayse of thelr uizﬂ, public schools t;nd to offer a
broadar r;nga of cnur:t-. HQV¢ver. unny.p-renta prafar privgto achool;'
smallar 81:: and more Indiv:lduliz-d n:tcntion. |
While there are many excellent publlc schoals -1t 18 difficult tor
any one nchool systea to maat all tha needs of its atudents or to be
consistant with the vulues of all parents. Thare vill always be nuny
]parents vhose educa:ional vuluea differ from those. of the publlc school

systeam. The views ot such parents ahould be. reapected and thuir fraﬁdom

to cﬁoosn shoyld ba supported, espacially vhen this cholca night 1ncteaee

tha achiavemsnt of thair children.
Soma opponantsd of tuition tax credits have expressed fear cthat thls
Iegialation will wasken public schools by attrncting more and battar

stydents to ths private achooll. We beliqvq that thq pudblic schools—

lika the public univetsities‘-vill banefit from the diversity and vholasome

cc‘npct.lclbn. The mora diveraity and options we can offér, the ricimr '

“will ba our les:ning oPPOttunitiea tor all children. The public school

will grovw strooger and mors compatitive.

8.5673 14 iu:portmg to working Asericans in another way: 1t
would proéate graatar equity ia taxarion. We all bear the burdes of tha
cOItl.of publié educatfon through State and local taxatien, gifeczly or
indiracrly. But those pareats whose childrea attend nonpublic achools
st also bear tha additional burden of paying private school tuition.
Tax credits will go 3 long way toward veducing the unfairneas {nherent

in this double-teirden faced by pareats who sand their children to private

schools,
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He must alsa beariid mind that ptivato'ichools do mora than of far

alternative aducational choices to studants and their parenta. Nonpublic

'achools also earry a significant part of the burdan of providing elamentary

and secondary educarfon ia this country., If it Secoﬁea tinanctnlly’
lapoasible for wany of the familien now_aending their childran to nonpublic
schools Lo contfnui to do =op, tha resulting increase in public achool
attendance will place large and unwelcomed new tax burdens on Stata and
local taxpayars. Por inatance, {f only one-ténth of the private school
.population of nearly five million atudants shifted to public schools, -

the eosta to the public school'ayECGﬂ eould increage by over ona billion
-dollaru.' basad cn currant pet pupil expenditures in pul?lic schools.

In closing, :Hc President hag propgded tultion tax cfédlc legialscion

{n ordar to promte diversity inm education Qnd the freedom of individuals -
to :aka'advan:aga of {t, aﬁd to murture the pluralisa in Amarican soclety
which this diveusity fosters.

T will b2 happy to answar any quastions.
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by members for their contributions. The Supreme Court
has upheld property tax exemptions for churches.
Churches themselves enjoy tax exempt status. The Attorney
General is prepared to argue that the tuition tax credits
provided by this bill should be upheld, as were property
tax exemptions in 1970.
Please advise Ted or me if you wish to make any changes in

this statement and do not hesitate to call if we can be of
further assistance.

Sincerely,

KRt fS, Hoanl

Robert B. Shanks
Deputy Assistant Attorney General
Office of Legal Counsel















THE WHITE HOUSE
WASHINGTON
July 16, 1982

MEMORANDUM FOR ELIZABETH H. DOLE

THRU: DIANA LOZANA (/6
Y\~ /cﬁ!
FROM: MORTON C. BLACKWELL
SUBJECT: Testimony Before Senate Finance Committee for

the School Prayer Amendment

I have been called by Eric Hultman of Senator Thurmond's
staff on the Judiciary Committee regarding witnesses for the
hearings on the Voluntary School Prayer Amendment on July
29.

I am making the appropriate suggestions from among the
religious leaders and leaders of other interested orga-
nizations.

I understand from Diana that the action officer at the
Department of Justice on this testimony is Ted Olson,
Assistant Attorney General, Office of Legal Counsel. Gary
Bauer, whom you will remember was appointed with me to
develop language for this amendment, and I agree that Ted
Olson is the wrong person in the Justice Department to have
to do with this controversial issue.

Repeatedly, at every step of the process, Olson and his
office were obstructive and non-cooperative. Unable to come
up with any significant arguments against the working draft
approved by Mr. Meese and Attorney General Smith, Olson and
his staff fell back on simply counseling delay, delay,
delay. If we had relied on him for a green light, there
would never have been a green light for this amendment.

University of Texas Law Professor Grover Rees III, who

. worked with us and outside groups on developing the best
possible school prayer amendment language, had a great deal
of contact with Ted Olson's shop as well as with Jonathan
Rose, Assistant Attorney General, Office of Legal Policy.

From the outset Rose and his people were enthusiastic about
this project. They made helpful suggestions. They wrote a
very excellent legal memorandum which, under your cover



-t

note, we sent to all the religious denomination heads and to
activists in behalf of voluntary school prayer. We should
insist that Jonathan Rose, not Ted Olson, give testiony
before the Senate Judicial Committee on the voluntary

school prayer amendment. There is no possibility, in my
judgment, that there will be enthusiastic and helpful
testimony from Ted Olson. On the other hand, past expe-
rience indicates that Jonathan Rose not only understands
this issue but wants to help the President work toward
getting this amendment through.

Because the outside groups were involved in the process by
which the amendment itself was drafted, they are aware of
the contrasting views of Rose and Olson. It would be
exactly the wrong signal to send to pro-school prayer groups
for us to have Ted Olson give the testimony.

This situation is closely analogous to the problems we.would
have had if Buck Chapotin had been allowed to deliver the
"pro-tuition tax credit" testimony to the Senate Finance
Committee today.

There is no reason for us to reward Ted Olson for his poor
job on this by allowing him to represent the Administration
on this important ard controversial issue.

bcc Ken Cribb
Bob Thompson
Gary Bauer
Dan Oliver
Kevin Hopkins
Bill Barr
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"(d) Tax Credit Not Allowed for Amounts Paid to Racially
Discriminatory Institutions. --

(1) Racial Discrimination Prohibited. -- No credit
shall be allowed under subsection (a) for amounts paid to an
educational institution that is found, pursuant to the
procedures set forth in this sub-section, to follow a
racially discriminatory policy.

"(2) Definition. -- For ‘purposes of this subsection, an
educational institution follows a 'racially discriminatory
policy' if it refuses, on account of race --

(A) to admit applicants as students;

(B) to admit students to the rights, privileges,
programs, and activities generally made available to
students by the educational institution; or

(C) to allow students to participate in its
scholarship, loan, athletic, or other programs.

A racially discriminatory policy shall not include failure to
pursue or achieve any racial quota, proportion, or representation
in the student body. The term 'race' shall include color or
national origin.,

"(3) Declaratory Judgment Proceedings. -- If an
educational institution is declared to have followed a
racially discriminatory policy in an action brought pursuant
to section 7408, and such declaratory judgment is not stayed,
then no credit shall be allowed under subsection (a) for

amounts paid to such educational institution --



"(A) 1in the calendar year in which the
declaratory judgment under section 7408 was entered
against the educational institution, and

"(B) in succeeding calendar years until such time
as an order modifying the declaratory judgment and
reinstating credits is entered pursuant to subsection
(f) of section 7408.

"(4) Required Annual Statements. -- No credit shall be
allowed under subsection (a) for amounts paid to an
educational institution during a calendar year unless, at the
end of such calendar year, the educational institution files
with the Secretary (in such manner and form as the Secretary
shall by regulation prescribe) a statement, subject to the
penalties for perjury, that

(A) attests that such institution has complied
with the requirements of sub-section (e) (1) (iv) during
such calendar year;

(B) declares that such institution has not
followed a racially discriminatory policy during such
calendar year; and

(C) 1indicates whether a declaratory judgment has
been entered against such institution under section 7408
and has not been vacated pursuant to sub-section (f) of
section 7408.

On or before January 31 of the calendar year following the
calendar year to which the statement relates, the institution

shall furnish a copy of the statement to all persons who paid



tuition expenses to the institution in the calendar year to
which the statement relates. No credit shall be allowed to a
taxpayer under subsection (a) for amounts paid to an
educational institution during a calendar year unless the
taxpayer attaches to the return on which the taxpayer claims
the credit with respect to such calendar year a copy of the
statement specified in this paragraph.
(5) Enforcement Responsibility. -- Under this section, the
Attorney General has exclusive authority to investigate and
to determine whether an educational institution is following
a racially discriminatory policy and to commence a
declaratory judgment action under section 7408. Upon request
of the Attorney General or upon his own motion, the Secretary
shall supply the Attorney General with all information in the
possession of the Secretary relevant to such investigation,
determination, or action.
"(e) Definitions. -- For purposes of this section --

"(1) Educational Institution. -- The term 'educational

institution' means a school that

"(i) provides a full-time program of elementary
or secondary education;
"(ii) 1is a privately operated, not-for-profit,
day or residential school;
"(iii) is exempt from taxation under section

501 (a) as an organization described in section

«3=



501(c) (3), including church-operated schools to which

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

and

"(iv) to the extent it otherwise publishes
by-laws, advertisements, admission application forms
and other such publications, includes therein (as the
Secretary shall by regulation prescribe) a statement
that it does not discriminate against student
applicants or students on the basis of race.

"(2) Tuition Expenses, -- The term 'tuition expenses'
means tuition and fees paid for the full-time enrollment or
attendance of a student at an educational institution,
including required fees for courses, and does not include any
amount paid for

"(A) books, supplies, and equipment for courses
of instruction at the educational institution;

"(B) meals, lodging, transportation, or personal
living expenses;

"(C) education below the first-grade level, such
as attendance at a kindergarten, nursery school, or
similar institution; or

"(D) education above the twelfth-grade level."

SEC. 4. DECLARATORY JUDGMENT PROCEEDING.

Subchapter A of chapter 76 of the Internal Revenue Code of
1954 (relating to judicial proceedings) is amended by
redesignating section 7408 as section 7409 and by inserting after

section 7407 the following new section:



"SEC. 7408. DECLARATORY JUDGMENT RELATING TO RACIALLY
DISCRIMINATORY POLICIES OF SCHOOLS.

"(a) In General. -- Whenever the Attorney General receives a
petition in accordance with paragraph (b), the Attorney General
is authorized and directed, upon finding good cause to believe
that an educational institution is following a racially
discriminatory policy, to bring an action against the educational
institution in the United States district court in the district
in which the educational institution is located, seeking a
declaratory judgment that the educational institution has
followed a racially discriminatory policy.

"(b) Petition. -- Any person may file a petition under
sub-section (a). The petition must allege with specificity that

(1) a named educational institution has, pursuant to a
racially discriminatory policy, discriminated against a named
student applicant or student within one year preceding the
filing of the petition; or

(2) the educational institution made a statement,
within one year preceding the filing of the petition, commun-
icating an intent to follow a racially discriminatory policy.

"(c) Notification and Opportunity to Comment. -- Upon
receipt of the petition, the Attorney General shall promptly
notify the educational institution in writing of such petition
and the allegations contained therein, Before filing an action,
the Attorney General shall give the institution a fair
opportunity to comment on allegations made against it and to show

that a racially discriminatory policy does not exist or has been



abandoned. Prior to and in lieu of filing an action, the
Attorney General may, at his discretion, enter into a settlement
agreement with the educational institution if he finds that the
institution has been acting in good faith and has abandoned its
racially discriminatory policy. No petition need be filed for
the Attorney General to initiate action to enforce the terms of
such settlement agreement,

"(d) Required Showing. -- 1In an action under this section,
no finding that a school is following a racially discriminatory
policy shall be made unless the Attorney General establishes

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

(2) that the institution has, within the two years
preceding commencement of the action, made a statement
communicating an intent to follow a racially discriminatory
policy against student applicants or students; or

(3) that the institution has engaged in a pattern of
conduct intended to implement a racially discriminatory
policy, and that some act in furtherance of this pattern of
conduct was committed within two years preceding
commencement of the action.

"(e) Reinstatement of Credits. --

(1) 1f a district court enters a declaratory judgment
against an educational institution under this section, the

district court shall retain jurisdiction of the case, After
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one (1) year has elapsed from the date of judgment, and at
any time thereafter, the educational institution may file
with the district court a motion to reinstate credits. Such
motion shall contain affidavits --

(A) describing with specificity the ways in which the
educational institution has changed its previous racially
discriminatory policy;

(B) describing with specificity the ways in which the
educational institution has taken reasonable steps to
communicate its policy of non-discrimination to students, to
faculty, and school administrators, and to the public in the
area it serves;

(C) averring that the educational institution has not
discriminated against an applicant or student pursuant to a
racially discriminatory policy during the preceding year;
and

(D) averring that the educational institution has
complied with the requirements of section 44 H(e) (1) (iv).

(2) When an educational institution has filed a motion
complying with paragraph (1), the court shall enter an order
modifying the prior judgment against the institution and
reinstating credits for tuition payments to the educational
institution, unless the Attorney General establishes that

(A) the institution has not in fact stopped following
its previous discriminatory policy;

(B) the institution has discriminated against an
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applicant or student pursuant to a racially discriminatory
policy within the preceding year;

(C) the institution has made statements communicating
an intent to follow a racially discriminatory policy within
the preceding vyear; or

(D) the institution has not, in fact, complied with the
publications requirements of sub-paragraphs (B) and (D) of
paragraph (1).

"(f) Attorneys Fees. -- If an educational institution
prevails in an action under this section, the court shall award
the institution costs and attorney's fees in such action,

"(g) Definitions. -- When used in this section, the terms
'educational institution' and 'racially discriminatory policy'
shall have the same meaning as assigned to such terms in section
44u."

"(h) sStatute of Limitations, -- If, for any reason, a
judgment of the district court against an educational institution
is stayed and is subsequently affirmed on appeal, credits allowed
for tuition payments to such institution for taxable years dating
back to the year in which the district court judgment was entered
shall be disallowed.

"(1) The period for assessing a deficiency
attributable to such disallowance of a credit shall not
expire before the expiration of 3 years from the date of the
appellate decision affirming the district court judgment.

Any such deficiency may be assessed before the expiration of



such 3-year period notwithstanding the provisions of any
other law or rule of law which would otherwise prevent such
assessment,

"(2) 1If a district court judgment against an
educational institution is reversed on appeal, taxpayers for
whom credits have been precluded by such judgment shall be
entitled to file amended returns for tax years dating back to
and including the year in which the district court judgment

was entered.





