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        We are all too aware that the number of children diagnosed 
with autism, Asperger’s syndrome, and other neurological disorders 

continues to skyrocket. Th e resultant disruption of the lives of all those 
involved is unmistakable – as are the costs of providing care for the 
child with special needs. As reported in the news media and in all 

major publications, as many as 1 out of 150 children are born today 
with an autism spectrum disorder (See Autism and Developmental 
Disabilities Monitoring Network at http://www.cdc.gov.ncbddd/

autism/asd.htm). To further complicate the situation, parents with 
these children are oft en unaware of the substantial tax benefi ts that are 
available to them and forego hundreds, if not thousands, of potential 
tax deductions and reductions in their tax liability. Among the more 

signifi cant overlooked tax benefi ts are deductions for medical expenses, 
special instruction, medical conferences, and impairment-related work 

expenditures. A more comprehensive discussion of the various tax 
benefi ts available for families with special needs children can be found 

in the November and December 2006 issues of Exceptional Parent.

Special Instruction Qualifying as Medical Expense Deductions

        In general, any costs incurred in providing a child with a 
traditional education are not considered medical care and, therefore, 
are not deductible as a medical expense. Although the Internal 
Revenue Code (IRC) in Section 213 defi nes a medical expense as 
“amounts paid for the diagnosis, cure, mitigation, treatment, or 
prevention of disease or for the purpose of aff ecting any structure or 
function of the body;” this Section’s Treasury Regulation 1.213-1(e)(1)
(v) permits a medical deduction for the unreimbursed cost of attending 
a special school for a mentally or physically challenged individual. Th e 
amount incurred is deductible as a medical expense if the principal 
reason for the individual’s attendance is to alleviate the disability 

through the resources of the school or institution.  Th is deduction may 
also include amounts paid for lodging, meals, transportation, and the 
cost of ordinary education incidental to the special services provided 
by the school.  Also, any costs incurred for the supervision, care, 
treatment and training of a physically and/or mentally handicapped 
individual are deductible if provided by the institution. 

Why allow a Deduction for “Special Education and Instruction”?

        Under U.S. law, all children are entitled to an equal and 
appropriate (public) education. However, many public schools do not 
have special programs and/or facilities to handle the unique needs 
of special needs children.  As a result, it is sometimes necessary for 
mentally or physically challenged children to attend special schools 
where the focus is not only on education, but also on improving the 
ability of the child.  Th e cost of these special schools is not always 
covered by governmental programs or the school district.  As a 
result, parents are oft en required to pay for all or a portion of the 
tuition.  However, if the school qualifi es as a special school, the entire 
unreimbursed cost (subject to the 7.5% AGI limitation) incurred by 
the parents is deductible as a medical expense. Alternatively, parents 
who are eligible to participate in tax-advantaged plans through work 
for funding medical expenses (i.e., fl exible spending accounts or health 
savings accounts) can set aside limited amounts of money to fi nance 
medical care expenses on a pre-tax basis while bypassing the 7.5% AGI 
limitation. 

What is a “Special School”?

        A special school is distinguishable from a regular school by the 
substantive content of its curriculum.  A special school may off er 
ordinary education, but it must be incidental to enabling the student 
to compensate for or overcome a handicap (disability) so that he or 
she will be prepared for future typical normal education or typical 
living (i.e., “mainstream”).  A special school is not determined by 
the institution as a whole, but by the nature of the services received 
by the individual for whom a medical care deduction is sought.  Th e 
IRS considers the medical facilities and therapeutic orientation of a 
school as critical factors in determining whether a school is a special 
school for a qualifying medical care deduction. Case law and IRS 
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