ADOPTION REIMBURSEMENT

The 1993 Defense Authorization Act, authorizes a military member (including Coast Guard personnel) to be reimbursed for certain adoption expenses up to $2,000.00 per adoption with a maximum of $5,000.00 in any calendar year.

REQUIREMENTS AND PROCEDURES

· Members should contact their local Military Personnel Flight (MPF), customer service section, for guidance and copies of the application forms.  Once the application is assembled, MPF forwards the package to DFAS for review, decision and payment

· At the time of application, the member must be on active duty and have served at least 180 consecutive days of active duty.  Further

-- The adoption must be final, and

-- The application must be filed no later than one year after the adoption

· The Act limits reimbursement to "qualifying" adoption expenses incurred by active duty military members

-- A "qualifying" adoption includes an adoption by either married couples or a single person, of a child (under 18 years of age and not the biological offspring of the member), through a U.S. or an inter-country adoption; and, an adoption of a child with special needs (as defined by DODI 1341.9)

-- The adoption must have been arranged through a state or local government agency or through a nonprofit, voluntary adoption agency.  Private adoptions and adoptions of stepchildren are not covered

· The reimbursement is for "reasonable and necessary" adoption expenses, which include placement fees, legal fees and court costs, certain medical expenses, and temporary foster care fees (when required by the adoption process).  Travel costs are not reimbursed

COMMANDER'S ROLE

· The unit commander certifies a claim’s validity and sends it to the MPF

-- The MPF is the primary coordinating activity.  It is responsible for assisting the member in assembling expense receipts and providing additional information on the program as well as furnishing the necessary forms and the DFAS instructions

· DFAS reviews completed claims packages, determines if the adoption and associated expenses are eligible for reimbursement, and issues payment to the member

· If the claim is denied, a letter stating such will be sent to the member.  The claim will not be returned to the member

TAX CREDIT

· Since 1997, taxpayers have been able to claim a tax credit (as of 2003) of up to $10,160 per child for qualified expenses (see IRS Publication 968)

· The full tax credit is available for a taxpayer whose modified adjusted gross income (AGI) does not exceed $152,390 and is phased out over the next $40,000 of modified AGI

· Qualified adoption expenses consist of reasonable and necessary adoption fees, court costs, attorney fees, and other expenses which are directly related to the adoption of an eligible child.  The credit is not available for stepparent adoptions or for expenses that are reimbursed under an employer's program

· The credit can be claimed even if the adoption is unsuccessful, except in the case of a foreign adoption.  Expenses connected with a foreign adoption only qualify if the child is actually adopted
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