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October 3, 2018

Internal Revenue Service
P.O. Box 7604

Ben Franklin Station
Washington, D.C. 20044

Re: Comments in support of proposed rule on “Contributions in Exchange for
State or Local Tax Credits”

[26 C.F.R. § 1; Agency/Docket Number: REG-112176-18)

To Whom It May Concern:

We are submitting this comment on behalf of the Freedom From Religion
Foundation (FFRF) and our membership. FFRF is a national nonprofit
association with more than 32,000 members nationwide. FFRF's purposes are to
protect the constitutional principle of separation between state and church, and
to educate the public on matters relating to nontheism.

This comment relates to the proposed rule regarding contributions in exchange
for state or local tax credits. FFRF takes no position on the bulk of this
regulation, but strongly supports the aspect of the regulation that prohibits
taxpayers from profiting by donating to educational scholarship programs.
Under current rules, taxpayers who donate to educational scholarship programs
may deduct the donation from federal income tax in addition to a dollar-for-
dollar state tax credit. This is a double-dipping loophole that should be closed.

Educational scholarship programs divert funds that should go to public schools
into the coffers of private schools, the vast majority of which are religious, and
into the pockets of scholarship program administrators. This system, like private
school voucher systems, invites fraud due to a lack of accountability and
devastates public schools.

There is no legitimate reason for the federal government to encourage taxpayers
to donate to educational scholarship programs. The government should be
focused on promoting secular public education and should never incentivize
taxpayers to fund religion. Allowing taxpayers to profit from a donation to an
educational scholarship program directly encourages taxpayers to support
religion. It also stretches the credulity of the term “donation.” This is
inappropriate and violates the United States’ core principle of keeping church
and state separate.

Dan Barker and Annie Laurie Gaylor, Co-Presidents



The vast majority of private schools are religiously affiliated. Tuition tax credits
almost entirely benefit religious schools with overtly religious missions, which
integrate religion into every subject. For example, in North Carolina, 92 percent
of students receiving public money through “opportunity scholarships” have used
it to attend religious schools.! Taxpayers should not be required to fund this
religious education.

The lack of oversight of scholarship programs and the private schools they fund
encourages widespread fraud and mismanagement. Taxpayers funds are
diverted to these schools, yet they have no say in how they are run. Citizens have
no means to review voucher school records, attend meetings, or otherwise gather
information about school operations or provide input. As one example of these
problems in practice, Florida’s McKay scholarship program has been the subject
of widespread fraud by unaccountable schools that reaped millions, while
students with disabilities were not provided a bona fide education.?

The situation in Arizona, which has one of the oldest, largest tuition tax credit
voucher programs, is another cautionary tale, where students receiving vouchers
increased from 50,000 in 2005 to 256,000 in 2017. The New York Times
chronicled the shocking way Steve Yarbrough—who as president of the Arizona
State Senate promoted the tuition tax credit system—has personally profited
from the program. “The fact that an influential politician can both promote and
profit from tax credit vouchers shows what can happen when public funding for
education is largely removed from public hands,” wrote Kevin Carey.3

It is improper and imprudent to incentivize taxpayers to divert their funds from
public schools to private religious schools, much less to profit from such a
“donation.” Therefore, FFRF on behalf of its members urges the Internal
Revenue Service to maintain the aspect of this proposed regulation that closes
this outrageous tax loophole.

Very truly,
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an Barker and Annie Laurie Gaylor
Co-Presidents

! Data provided by the North Carolina State Education Assistance Authority, Mar. 29, 2017.
? Gus Garcia-Roberts, McKay Scholarship Program Sparks e Cottage Industry of Fraud and
Chaos MIaMI NEW TIMES, Apr. 2, 2016.

3 Kevin Carey, DeVos and Tax Credit Vouchers: Arizona Shows What Can Go Wrong, NEwW
YoRrK TIMES, Mar. 2, 2017.



