
 
 

Key Provisions in House Bill 2632 (Closing EITC Reporting Gaps) 

 

Creates the Education Options Tax Credits program to begin in 2027-2028 and which would replace the 

current Educational Improvement Tax Credit (EITC) and Opportunity Scholarship Tax Credit (OSTC) 

programs. 

 

Distribution of Education Options Tax Credit program tax credits  

●​ No less than $375 million for private and religious school vouchers 

●​ No less than $74.5 million for educational improvement programs 

●​ No less than $30.5 million  for early childhood scholarship programs 

●​ No less than $200 million for private and religious school vouchers for economically 

disadvantaged scholarship programs 

 

Contributors may elect to have their contribution made to a different tax credit if the program of their 

first choice is not available. For example if the contributor would like to donate to the early childhood 

scholarship program but the tax credits have all been claimed, their contribution could be made to an 

alternative program that has tax credits remaining. 

 

**Note in 2024-2025 $116 million in tax credits for private school vouchers were not claimed. There was 

a wait list of $14 million for tax credits for educational improvement organizations. This rebalancing of 

the tax credits aligns with the demand for the programs. Click HERE to RTK response with this 

information.*** 

 

Income eligibility 

●​ Maximum household income for participation is $120,000 plus 10% of this amount for each 

eligible student and early childhood student. The current EITC/OSTC family income limit is  

$116,055 plus $20,428 for each eligible child. 

●​ For each eligible student with a disability the amount is $120,000 x $1.5 per student.  

●​ Beginning on July 1, 2029 the income amount will be adjusted by the percentage change of the 

minimum wage from the preceding calendar year.  

 

Establishes the Accountability for Diverted Tax Dollars Restricted Account in the General Fund and 

appropriates this funding to the Department of Community and Economic Development (DCED), the 

Department of Revenue, the Auditor General, and the Pennsylvania Department of Education (PDE)  to 

administer the law. 

 

 

 

Requirements for Scholarship Granting Organizations 

 

https://www.palegis.us/legislation/bills/2025/hb2632
https://drive.google.com/file/d/1qWHR4YKUT_bgigKLx3uIkusGIZG8XNhI/view?usp=sharing
https://drive.google.com/file/d/1qWHR4YKUT_bgigKLx3uIkusGIZG8XNhI/view?usp=sharing


 

●​ Must contribute at least 90% of annual cash receipts to a scholarship program, early childhood 

scholarship program, economically disadvantaged scholarship program or educational 

improvement program, or contribute at least 85% of its annual cash receipts if the SGO reports 

an annual IRS program expense percentage of greater than 90% of the SGO’s IRS service form 

990 filing 

●​ Provide an application and review process for scholarship applicants that includes a means of 

verifying household income. Refrain from earmarking a contribution by an eligible contributor 

for a specific student. 

●​ Refrain from providing a scholarship to a family member of a person receiving compensation or 

involved in the governance of the SGO. 

●​ Refrain from awarding a scholarship to an applicant to attend a school that is not on the 

approved list. 

●​ Report required information in a timely manner. 

●​ Remit 2% of total contributions to the Accountability for Diverted Tax Dollars Restricted Account. 

●​ Maintain separate accounts in its budget to facilitate monitoring and auditing of the use of 

funds. 

 

Establishes allowable uses for contributions to SGOs that are not used to fund scholarships or 

educational improvement programs.  

●​ Overhead costs directly related to the administration of the program including 

○​ Personnel costs for people who regularly work in the Commonwealth. 

○​ Operational costs for office space located in the Commonwealth. 

○​ Payment for third-party household income validation related to maximum annual 

household income requirements. 

○​ Other uses deemed appropriate by DCED. 

●​ A SGO that fails to comply with the law may not participate in the education options tax credit 

program for two years after the year when the SGO failed to meet these requirements.  

 

NOTE: Under current law there are no allowable or even recommended uses for the 10-15% of funding 

that SGOs take off the top of the contributions they receive. 

 

Low achieving schools 

By February 1 of each year the PDE will publish a list of low-achieving schools for the following school 

year and notify each school district identified as having at least one low-achieving school.  

 

 

 

 

 

 

 

School participation in program 

 



 

By November 1 of each year, a school district with a public school that wishes to be a participating public 

school for the following fiscal year shall notify the PDE and include the following 

●​ Each school within the district that the district intends to make a participating public school. 

●​ The amount of tuition and school-related fees attributable to each available seat. This amount 

cannot exceed the amount calculated under section 2561, which dictates tuition paid between 

school districts.  

 

By November 1 of each year, each nonpublic school that wishes to be a participating nonpublic school 

for the following fiscal year shall notify the PDE and include the following: 

●​ The amount of tuition and school-related fees attributable to each available seat for the 

nonpublic school for the current school year.  

●​ The complete list of application and admissions requirements used by the nonpublic school to 

determine whether a student is accepted to enroll in the nonpublic school.  

●​ The nonpublic school's institutional financial aid policy.  

●​ The nonpublic school's policies regarding the expulsion and suspension of pupils.  

●​ The nonpublic school's total enrollment for the previous school year.  

●​ The number of students who applied and were not accepted to enroll in the nonpublic school in 

the previous school year. 

●​ The number of students who were unenrolled from the nonpublic school at the initiation of the 

nonpublic school in the previous school year, not including students who graduated.  

 

List 

By January 1 of each year, PDE will publish a list of participating public and nonpublic schools that 

provided satisfactory notice and information required in the law. The published list shall be subject to 

the following: 

●​ An eligible student may not receive a scholarship to attend a school that is not on the list.  

●​ The list shall include the information provided by each public school under subsection (a)(1).  

●​ The list shall include the information provided by each nonpublic school under subsection (a)(2).  

●​ The list may not include a nonpublic school that discriminates on a basis that is illegal under Title 

VI of the Civil Rights Act of 1964, which prohibits discrimination on the basis of race, color, or 

national origin. 

 

Participating public school criteria 

A school district shall enroll students on a lottery basis from a pool of recipients who meet the 

application deadline. The pool may not include a recipient who  

●​ Has been expelled or is in the process of being expelled 

●​ Has been recruited by the school district or its representatives for athletic purposes. 

 

 

 

 

Participating nonpublic school criteria  

 



 

●​ The participating nonpublic school may not discriminate on a basis which is illegal under Federal 

or State laws applicable to nonpublic schools.  

●​ The participating nonpublic school shall comply with section 1521, which prohibits public and 

private schools from refusing to enroll students because of race. 

●​  The participating nonpublic school or its representatives may not recruit a student for athletic 

purposes.  

 

Institutional financial aid. 

A participating nonpublic school may not use a recipient's scholarship award to reduce or supplant the 

amount of institutional financial aid provided by the participating nonpublic school, except if the 

recipient's scholarship award exceeds the recipient's total cost of tuition and school-related fees.  

 

Tuition rates. 

●​ Public and nonpublic schools may not charge a recipient a higher tuition rate or school-related 

fee than they would have charged a similarly situated student who is not receiving a scholarship. 

●​ They may charge a rate that is lower than that charged to a student who is not receiving a 

scholarship.  

 

Reporting 

Each scholarship granting organization (SGO) that operates a scholarship program, economically 

disadvantaged scholarship program or early childhood scholarship program shall report the following 

each year for each program: 

●​  The number of scholarships awarded to applicants with a household income that does not 

exceed 50% of the maximum annual household income, disaggregated by program category.  

●​ The number of scholarships awarded to applicants with a household income that is greater than 

50% but does not exceed 75% of the maximum annual household income, disaggregated by 

program category.  

●​ The number of scholarships awarded to applicants with a household income that is greater than 

75% but does not exceed 100% of the maximum annual household income, disaggregated by 

program category.  

●​ The total amount of contributions received from eligible contributors granted a tax credit under 

this article during the immediately preceding fiscal year.  

 

For each scholarship awarded to an applicant the SGO must report:  

●​ An indicator of whether the recipient was an eligible early childhood student, eligible student or 

eligible student with a disability.  

●​ An indicator of whether the recipient was in an early childhood program, in grades kindergarten 

through eight or in grades nine through 12.  

●​ The dollar amount of the scholarship award.  

●​ The dollar amount of tuition and school-related fees paid by the student after the scholarship 

award was applied.  

●​ The year in which the scholarship award was used.  

 



 

●​ The name of the recipient's school district of residence.  

●​  The name of the school or early childhood program that the recipient attended. 

 

Educational improvement programs 

Each scholarship granting organization that operates an educational improvement program shall 

annually report the following information based on the immediately preceding fiscal year to the 

department by October 1 of each year:  

●​ The total amount of contributions received from eligible contributors granted a tax credit under 

this article during the immediately preceding fiscal year.  

●​ A description of each educational improvement program supported by the scholarship granting 

organization.  

●​ The amount distributed to each educational improvement program supported by the scholarship 

granting organization 

 

Scholarship granting organizations (SGOs). 

Each scholarship granting organization shall annually report to the department, based on the 

immediately preceding fiscal year, the use of contributions not used to fund scholarships or educational 

improvement programs, disaggregated by eligible use. The department may request supporting 

documentation.  

 

PDE will provide forms for SGOs to use to make reports and beginning in November 1, 2028 and each 

year thereafter will publish a downloadable spreadsheet with the information SGOs are required to 

report.To protect student privacy and prevent the identification of students, the department may not 

disclose the names of scholarship award recipients.  

 

Duties of the Department of Community and Economic Development (DCED) 

●​ Establish guidelines necessary to implement the legislation. 

●​ Establish process and criteria for nonprofits that will operate as scholarship granting 

organizations. 

●​ Develop guidelines, in consultation with the Department of Education, for the eligibility of an 

educational improvement program. 

●​ Establish the process through which an eligible contribution can apply for a tax credit. 

●​ Publish a list of scholarship granting organizations (SGOs) that are approved to operate during 

the fiscal year. 

●​ Monitor SGOs for compliance with the law and publish compliance information on the website in 

a downloadable format. 

●​ Publish a report on November 1 each year in a downloadable spreadsheet that details the 

contributions of each eligible contributor to a: 

○​ Scholarship granting organization and by program category, including scholarship 

program, economically disadvantaged scholarship program, early childhood scholarship 

program or educational improvement program. 

Duties of the Department of Education  

 



 

●​ Publish a list of participating nonpublic and public schools 

●​ Annually publish a list of low-achieving schools 

●​ For the purpose of the economically disadvantaged scholarship programs, annually determine 

and publish a list of participating nonpublic schools that meet both of the following criteria: 

○​ The participating nonpublic school is located in a zip code with a median household 

income of less than half the maximum annual household income 

○​ The participating nonpublic school has a tuition rate below the median tuition rate 

based on data submitted to the program. 

 

Duty of the Department of Revenue 

●​ Review applications 

●​ No later than November 1 2029 and each November 1 thereafter, provide the General Assembly 

with a list of 10 shareholders, partners or members of pass-through entities with the highest 

aggregate amount of contributions under this article for the prior fiscal year. 

●​ By June 30 of each year, provide the General Assembly with a list of the 10 shareholders, 

partners or members of pass-through entities with the highest aggregate amount of 

contributions under this article. 

 

Duties of the Auditor General 

●​ Conduct a compliance audit of the affairs and activities of a scholarship granting organization. 

●​ Conduct a compliance audit of a participating nonpublic school related to the requirements 

under section 2011-B.1. 

●​ Publish these audits on the Auditor General’s public website. 

 

Duties of the Independent Fiscal Office (IFO) 

Beginning with information reported in 2027-2028, publish a report of a review of the education options 

tax credit every five years that includes: 

●​ The costs of providing the tax credit, including administrative costs to the Commonwealth and 

lost revenues to the Commonwealth. 

●​ An analysis of eligible contributors by contributions made, region, and type. 

●​ An analysis of scholarship granting organizations by contributions received, region and type of 

programs supported 

●​ An analysis of the data reported  

●​ To the extent possible, an analysis of changes in educational outcomes. 

○​ Recommendations on how the tax credit could be more efficiently implemented or 

evaluated 

 

 

 

 

 

Definitions 

 



 

Scholarship granting organization or SGO  

An eligible nonprofit entity that has been approved by the department to operate a scholarship program, 

early childhood scholarship program, economically disadvantaged scholarship program or educational 

improvement program under this article.  

 

Scholarship program. A program that provides scholarships to eligible students to attend a participating 

public school or participating nonpublic school located in this Commonwealth. The term includes a 

program that has an application and review process for making awards to eligible students and awards 

scholarships to eligible students without limiting availability to students of one school or one building 

within a school district or nonpublic school.  

 

Educational improvement program  

An advanced academic or similar program that is operated by or in conjunction with a public school, 

including a charter school, a private school approved under section 1376 or an intermediate unit, is not 

part of the regular academic program of the school and enhances the curriculum or academic program 

of the school.  

 

Early childhood scholarship program 

A program that provides scholarships to eligible early childhood students to attend an early childhood 

program operating within this Commonwealth. The term includes a program that has an application and 

review process for making awards to eligible early childhood students and awards scholarships to eligible 

early childhood students without limiting availability to students of one school or one building within a 

school district or nonpublic school.  

 

Economically disadvantaged scholarship program 

Provides scholarships for qualified students who live in the catchment area of a public school designated 

as low-achieving or who are enrolled in an institution appearing on the official list released by the 

Department of Education pursuant to section 2003-B.1(b)(3). 

 

NOTE: 2003-B.1(b)(3): The participating nonpublic school is located in a zip code with a median 

household income, based on the most recent census data, of less than half the maximum annual 

household income. (ii)  The participating nonpublic school has a tuition rate below the median tuition 

rate based on data submitted under section 2011-B.1. 

 

 


