
 

 

Office of Assemblywoman Patty López 

  
 
 
 

 

 

BILL SUMMARY 
 

AJR 17 urges the President and Congress of the United 
States to enact Senate Bill 664 of the 114

th
 United 

States Congress, Foster Care Tax Credit Act, which 
would provide tax relief to short-term foster parents by 
helping to cover the actual costs of caring for a foster 
child.  
 
Senate Bill 664 would make sure the families who care 
for children for shorter time periods are eligible for a 
tax credit of up to $1,000 each year. This credit is pro-
rated by the number of months a foster child is in the 
family’s care. The Foster Care Tax Credit act helps make 
short term foster parenting more financially feasible for 
families.  
 
In California in 2010, 31% of children left foster care 
within three months. (Source: Public Policy Institute of 
California). 
 

BACKGROUND 
 
The Foster Care Tax Credit Act (S. 664) was reintro-
duced by U.S. Senator Heidi Heitkamp (D-ND) on March 
5, 2015. The bill is co-sponsored by Timothy Kaine [D-
VA]. 
 
Due to the emotional and physical trauma many foster 
children have faced, care can be expensive for parents, 
and much of it comes out of their own pockets. Accord-
ing to the Congressional Research Service, between 35-
60% of children entering foster care has at least one 
chronic or acute physical health condition that needs 
treatment.  
 
Being and becoming a foster parent takes an immense 
amount of dedication and nurturing to provide a safe 
space for children who require special services to over-
come emotional and physical trauma or have other 
special needs. Foster families often incur additional 
monetary costs when parenting these children for even 
just a short time, and this legislation would make sure 
those costs don’t prevent families from taking in chil-
dren who need homes.  
 
 
 

 
Additionally, the encouragement of foster parenting 
may potentially lead to more adoptions. For example, 
of the children adopted from foster care in 2012, 54% 
were adopted by former foster parents.  (U.S. Depart-
ment of Health & Human Services, The AFCARS Report, 
estimates as of July 2012) 
 
The social and economic benefits of placing children in 
adoptive homes versus having the child “age-out” of 
the system at age 21 are significant. Children who are 
adopted versus those who “age out” of foster care are 
less likely to be incarcerated, homeless and require 
public welfare assistance. About 4,500 children age out 
of California foster care each year. (Public Policy Insti-
tute of California, “Just the Facts: Foster Care in Cali-
fornia,” March 2010)  
 
According to a 2010 study by the Universities of Chica-
go 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 found 
that: 

 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 gov-
ernment benefits to meet basic needs 

 17% of the females were pregnant 
 
Given the 4,500 of foster youth who "age-out" each 
year in California, this would equate to: 
 
Homelessness: 

 According to HUD, it costs about $40,000/year 
for a homeless person to be on the streets. 

 If 40% of the 4,500 CA children become home-
less each year, it equates to 1,800 homeless 
former foster children. 

 1,800 homeless former foster youth costing 
taxpayers $40K = $72M. 

 This only represents one group. If each year, 
nearly 1,800 additional youth become home-
less, the number would compound quickly. 
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 It should be noted that San Francisco alone 
spends $165.7M annually on homelessness. 

 

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%. 

 52% of 4500 = 2,340 men. 

 California spends approximately $49K per year 
per inmate. 

 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 re-
ceived government benefits to meet basic 
needs. 

 California spends $19.9B annually on welfare. 
 

PROBLEM 
 

Currently, there is a shortage of foster homes.  A Feb-
ruary 28, 2015 article in the Los Angeles Times noted 
the need for more foster care beds. 
 
“Demand for foster beds exceeds supply by more than 
30% nationally. Forty percent of parents withdraw dur-
ing 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.” 
 

In addition, when children cannot live with their biolog-
ical families, it is more cost effective and also more 
beneficial for the children to live with foster families as 
opposed to group homes. Following is supporting evi-
dence: 
 
“The costs of institutional care far exceed those for fos-
ter care or treatment foster care. The difference in 
monthly cost can be 6 to 10 times as high as foster care 
and 2 to 3 times as high as treatment foster care. Since 
there is virtually no evidence that these additional ex-
penditures result in better outcomes for children, there 
is no cost benefit justification for group care when other 
placements are available.” (Barth, Richard P., "Institu-
tions vs. Foster Homes, The Empirical Base for a Centu-
ry of Action") 
 
“The board and care provided to children in group care 
cost 6.6 times what a child in foster care costs and more 
than twice what a child in treatment foster care costs.” 
(Webster, D. (1998). Residential group care in 

California: Placement dynamics and outcomes. Paper 
presented at the International Conference on Research 
for Social Work Practice, North Miami, Florida) 
 
 

SOLUTION 
 
Encourage more families to become foster parents via tax 
credit incentives in order to cut down on group home 
costs in the short-term and encourage more permanent 
adoptions in the long-term. A tax credit can make it more 
financially feasible for more Americans to offer safe loving 
homes for foster children. 
 
Recruiting more foster parents also increases the 
chance that children will be adopted into permanent 
families. Children who are adopted versus those who 
“age out” of foster care are less likely to be incarcer-
ated, homeless and require public welfare assistance.   
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