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Purpose of the Bill:
The Foster Care Tax Credit Act would seek to help the many families who care for foster children for six
months or less, who unlike longer term‐foster families, are not eligible for tax credit assistance, known
as the Child Tax Credit, to cover the actual cost of caring for foster children.
The Foster Care Tax Credit Act provides tax relief to foster parents and helps cover the actual costs of
caring for a foster child by establishing an inflation‐adjusted, refundable tax credit of up to $1,000 per
year, per foster child. This credit is pro‐rated by the number of months a foster child is in a family’s care.
The bill also directs the Department of Health and Human Services, in coordination with the Department
of Treasury, to increase outreach and education to State and Indian tribal foster care agencies and to
foster families on the tax benefits available.
To view the Senate bill visit: https://www.govtrack.us/congress/bills/113/s2390/text

Pertinent Background Information:
Foster Parent Recruitment and Retention
Foster parents make a significant and meaningful difference in the lives of so many vulnerable children
by opening their hearts and homes. But we continue to struggle to recruit and retain enough foster
families to ensure each child is placed in a family‐like setting.
Caring for a child in foster care can be more expensive than caring for one’s own biological children.
Children placed into foster care often have experienced significant emotional and physical trauma and
have higher incidences of medical and behavioral health issues, resulting in additional costs to parents.
On average, current foster care rates would have to increase almost 40% nationwide to provide for basic
care.1
The Pathway to Adoption
Foster parents don’t always jump into full‐time foster parenting immediately. It’s not uncommon for
foster parents to begin by providing shorter‐term respite or emergency care before “graduating” into
more full‐time foster parenthood. Likewise, foster parents may intend to be full‐time; however, their
placements are reunified with biological families after short lengths of time, but for example they may
have multiple placements for 3‐4 months at a time. One‐quarter (26 percent) of all children who exited
foster care in 2013 lived in foster care for less than six months.2
The more we can encourage people to become foster parents, the more children who will be adopted
from foster care. In FY 2012, 50,663 of children who exited foster care were adopted.3 Of children
adopted from foster care in 2012, 54% were adopted by former foster parents.4 In 2012, that would
have equated to ~27,358 children adopted by former foster parents.

Much Publicized Foster Parent Shortage
The shortage of foster homes has been widely reported. Here’s an excerpt from a February 25, 2015 LA
Times story:
“Demand for foster beds exceeds supply by more than 30% nationally. Forty percent of parents
withdraw during their first year, and an additional 20% say they want out, national studies show.
Those families that remain are often stuck in deep poverty themselves.”5

Potential Fiscal Impact:
Shorter‐Term Fiscal Impact
A study conducted by Barth et al., and reported by the federal Children’s Bureau, showed that the
government saves between $65,000 and $127,000 for each child who is adopted rather than placed in
long‐term foster care.6
Per the above, in 2012 about 27,358 children were adopted by former foster parents. This would create
a cost savings range from $1.8B to $3.5B nationally.
The National Adoption Council has reported estimates that align with the above:
“Comparing the per‐child cost of subsidized adoption from foster care with the cost of
maintaining a child in foster care, one concludes that the child adopted from foster care costs
the public only 40 percent as much as the child who remains in foster care. The difference in
cost per child per year amounts to $15,480 ($25,782minus $10,302). If the number of children
adopted from foster care doubled (increased by57,500), the savings to the public would amount
to $890 million per year. If more children in foster care were made available for adoption, even
greater savings could result.”7
Longer‐Term Social Issues & Their Fiscal Impact
Likewise, other social costs are offset when children are adopted from foster care. When comparing
children who are adopted versus those who “age‐out” of foster care at the state’s maximum age (up to
20 years old in CA if certain requirements are met) without having been adopted, those who “age out”
are more likely to be incarcerated, homeless and/or require public assistance as adults at a considerable
burden to the taxpayer.
According to a 2010 study by the Universities of Chicago and Washington, nearly 30,000 youth age out
of the U.S. foster care system annually without the emotional and financial support necessary to
succeed. University researchers interviewed groups of “aged‐out” foster children over the course of
several years, and this is what they found:
 Nearly 40% had been homeless or couch surfed
 Almost 60% of young men had been convicted of a crime
 Only 48% were employed
 75% of women and 33% of men received government benefits to meet basic needs
 17% of the females were pregnant8
Number of Children who Age‐Out of California Foster Care
 About 4,500 children age out of California foster care each year9
Homelessness








According to HUD, it costs about $40,000/year for a homeless person to be on the streets.10
If 40% of the 4,500 children become homeless each year, it equates to 1,800 homeless former
foster children.
1,800 homeless former foster youth costing taxpayers $40K = $72M
The ultimate costs would be significant given the difficulty of emerging from homelessness and
that this only represents on group. If each year, nearly 1,800 additional youth become homeless,
the number would compound quickly.
It should be noted that San Francisco alone spends $165.7M annually on homeslessness11

Incarceration
 Of those who aged‐out of foster care, almost 60% of young men had been convicted of a crime.
 In FY 2012, the proportion of males to females in foster care was 52%/48%12
 52% of 4500 = 2,340 men.
 California spends approximately $49K per year per inmate.13
 The cost of incarcerating 2,340 men for just one year is ~$114.7M
Social Welfare
 As noted, 75% of women and 33% of men received government benefits to meet basic needs14
 California spends $19.9 billion annually on welfare15

Individuals/Organizations in Support:
Senate bill 2390 is supported by the Alliance for Strong Families and Communities and the Child Welfare
League of America.

Individuals/Organizations in Opposition:
I am unable to find any documented opposition to this bill as of March 27, 2015

Related Previous Legislation:
This bill was introduced by Senator Heitkamp (for herself and Mr. Kaine)on May 22, 2014, in a previous
session of Congress, but was not enacted.
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