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116TH CONGRESS
18T SESSION S.

To amend the Internal Revenue Code of 1986 to establish tax eredits to
encourage individual and corporate taxpayers to contribute to scholar-
ships for students through eligible scholarship-granting organizations and
eligible workforee training organizations, and for other purposes.

IN THE SENATE OF TIIE UNITED STATES

Mr. CrUZ (for himself, Mr. ScorT of South Carolina, Mr. ALEXANDER, Ms.
Exnsr, Mr. Corron, and Mr. Tooymey) introduced the following bill;
which  was  read twice and referred to  the  Committee on

A BILL

To amend the Internal Revenue Code of 1986 to establish
tax credits to encourage individual and corporate tax-
payers to contribute to scholarships for students through
eligible scholarship-granting organizations and ecligible
workforce training organizations, and for other purposes.

1 Be 1t enacted by the Senate and House of Representa-
tives of the United States of America in Congress assembled,

SECTION 1. SHORT TITLE.

This Act may be cited as the “Education Freedom

bh H W

Scholarships and Opportunity Act”.
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SEC. 2. PURPOSE.

The purpose of this Act i1s to encourage individual
and eorporate taxpayers to contribute to scholarships for
individual students through chgible scholarship-granting
organizations and chgible workforce training organiza-

tions, as identified by States.

TITLE I—AMENDMENTS TO THE
INTERNAL REVENUE CODE
OF 1986

SEC. 101. REFERENCES TO THE INTERNAL REVENUE CODE
OF 1986.

Except as otherwise expressly provided, whenever 1n
this title an amendment or repeal s expressed in terms
of an amendment to, or repeal of, a section or other provi-
sion, the reference shall be considered to be made to a
seetion or other provision of the Imternal Revenue Code
of 1986.

SEC. 102, TAX CREDITS FOR CONTRIBUTIONS TO ELIGIBLE
SCHOLARSHIP-GRANTING QRGANIZATIONS
AND ELIGIBLE WORKFORCE TRAINING ORGA-
NIZATIONS.

(a) CREDIT POR INDIVIDTUALS,

{1) IN GENERAL.~—Subpart A of part IV of sub-
chapter A of chapter 1 is amended by adding after

section 25D the following new seetion:
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3
“SEC. 25E. CONTRIBUTIONS TO ELIGIBELE SCHOLARSHIP-
GRANTING ORGANIZATIONS AND ELIGIBLE
WORKFORCE TRAINING ORGANIZATIONS.

“la)y ALLOWANCE O CrEprr.—In the case of an in-
dividual, there shall he allowed as a evedit against the tax
imposed by this chapter for the taxable year an amount
equal to the sum of any qualified contributions made by
the taxpayer during the taxable vear,

“(b) AMOUNT OF (REDIT.—The ¢redit allowed under
subseetion (a) 1h any taxable year shall not exceed 10 per-
cent of the taxpayer’s adjsted gross meome for the tax-
able year.

“(¢) DEFINITIONS.—ITor purposes of this seetion—

“(1) QUALIFIED  CONTRIBUTION ~—The  term
‘iualified contrtbution” means a contribution of cash
to any cligible scholarship-granting organization or
chigible workforee training organization,

“(2) QUALIFIED EXPENSE~~The term “quali-
fied expense’ means any cducational expense that

15

“(A) for an mdividual student’s elementary
or sceondary cdueation, as recognized by the
State,

“(B) for the scecondary education compo-
nent of an individual elementary or secondary

student’s eareer and technical education, as de-
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4
fined by section 3(5) of the Cart D. Perking (la-
reet and Technical Education Act of 2006 (20
.8.C1 2302(5)), or
“(C) for the purpose of providing celigible
individual participants with seholarships  for
secondary or postsecondary voeational education
and training, workforce development, oy appren-
ticeship training, ineluding preparation and ex-
amination costs relating to portable certificates
or credentials, or mdustry recoghized certifi-
cation or eredentialing progranis,
“(3) ELIGIBLE SCIIOLARSIIP-GRANTING ORGA-

F

Ihe term ‘eligible scholarship-granting

orgamization’ means—

“{A) an organization that——

“(1) 18 deseribed i oseetion 501(e)}(3)
and cxempt from taxation under scetion
501(a),

“1) provides qualifving scholarships
for guabfied expenses to onlv individual el-
ementary and secondary students who—

“(I) reside o the State m whieh
the ehgible seholarship-granting orga-

nization is recognized, or
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“(11} in the case of the Bureau of

Indian Hdueation, are members of a

federally recogmized tiribe,

‘i) a State reports to the Secretary
of Kdueation as an ecligihle scholarship-
granting organization pursuant to section
201{e)(5)(B) of the Education Freedom
Scholarships and Opportaaty Act,

“Ov) allocates at least 90 percent of
qualificd contributions to qualifying schol-
arships for quahfied expenoses, and

“(v) provides scholarships to—

“(I) more than 1 eligible student,
“(TTY more than 1 eligible family,
and
“(1H) different chgible students
attending more than one education
provider, or
“(B) an organization that—

“1) is deseribed in section H501(¢)(3)
and exempt from taxation under seetion
501(a), and

“(1) pursnant to State law, was able,
as of the date of the enactment of the

Education Freedom Seholarships and Op-
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portunity Act, to receive contributions that
are cligible for a State tax eredit if such
vontributions are used by the organization
to provide scholarships to individual cle-
mentary and secondary students, ineluding
scholarships for attending private schools.
“(4) BLIGIBLE WORKFORCE TRAINING ORGANI-
ZAATION e

“{A) In GENERAL~—The term ‘cligibie
workforee training organizalion’ means any or-

ganization—

“{1) whtel is—

“(I)  deseribed In section

501(e)(3) and exempt from taxation

under seetion 501(a), and

“(1I) not a private foundation {as

defined in seetion 509},

“(i1) whose pwrpose 18 to provide voca-
tional edueation and training, workforce
development, or apprenticeship training to
eligible potential  secondary or  postsee-
ondary students, including organizations
whose purpose 18 to provide scholarships
for portable certificates or credentials, or

industiy  recognized  certifications  or
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7
eredentialing programs, including prepara-
tion and examination costs,

“(ii1} whieh is in compliance with ap-
plicable State laws,

“(v) which a State hasg veported to
the Seeretary of Edueation as an cligible
workforece training organization pursuant
to seetion 201{(e){(5)(B3) of the Education
Freedom Scholarships  and  Opportunity
Act,

“(v) which satisfies the requirements
deseribed in clauses (iv) and (v) of para-
eraph (3)(A).

“(B) POTENTIAL ELIGIBLE WORKFOR(E

TRAINING ORGANIZATIONS.—Ehgible workforee
training organizations may nelade, but are not
limited to, organizations such as the following
(provided that such organizations satisfy the re-

guirements under subparagrapl (\A}):

“{1) Community coleges.

“(i)} Workforve training programs (as
defined by the apphicable State workforee
agoeney).

“(i1) Organizations which provide—
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1 “(I} career and technical edu-
2 eation, or

3 “(II) training or apprenticeships,
4 in¢liding, but not lmited to, training
5 or apprentieeships operated by a col-
6 lective bargaining organization or that
7 provide industry recognized certifi-
8 cations or eredentials.

9 “Avy Community organizations that
10 provide traimng that results i a certifi-
11 cation.

12 *“(H) QUALIFYING  SCITOLARSHIP.~—The  term
I3 ‘qualifying scholarship’ means—

14 “(A) a seholarship granted by an eligible
15 schiolarship-granting  organization to an indi-
16 vidual elementary or sceondary student, or

17 “(B) a scholarship granted by an cligible
18 workforee training organization as a scholarship
19 to a sceondary or postsecondary student for the
20 purpose of vocational education and training,
21 workforee development, obtaining portable cer-
22 liltcates or eredentials, or industry recognized
23 certification or ercdentialing programs, inelud-
24 g preparation and exanmination costs,

25 under this section.
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“(6) STaTE.—The term ‘State’ means each of
the 50 States, the Distriet of Columbia, the Com-
monwealth of Puerto Rico, American Sanos, Guam,
the Commonwealth of the Northern Mariana  Is-
lands, the United States Virgin Islands, and the De-
partment of the Interior (acting through the Burcau
of Indian Education).

“(d) RULES 01 CONSTRUCTION.—

“{1) IN GENERAL—A scholarship awarded to a
student from the proceeds of a quabficd contribution
under this seetion or section 457 shall not be con-
sidered assistanee to the school, eligible workforee
training organization, or other educational provider
that enrolls, or provides educational services to, the

student or the student’s parents.

“(2) NOT TREATED AS INCOME.—The amount
of any such scholarship shall not be treated as in-
come of tlie student or their parents for purposes of
Federal tax laws or for determining eligibility for
any other Federal program.

H(3) PROIOBITION OF (ONTROL OVER NON-

PUBLIC EDUCATION PROVIDERS,
“(A) Nothing in this Aet shall be con-
strued to permit, allow, encourage, or authorize

any Federal control over any aspeet of any pri-
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vate, religious, or home education provider,
whether or not a home cduacation provider is
treated as a private school or home  school
under State law. This Aet shall not be con-
strued to exehwde private, religlous, or home
education providers from participation in pro-
grams or services under this Act.

“{B) Nothing in this Act shall be con-
strued to permit, allow, cneourage, or authorize
an entity submitting a hst of cligible seholar-
ship-granting organizations or chgible workforee
training organizations on hehalf of a State to
mandate, doect, or control any aspeet of a pri-
ate or home cdueation provider, regardless of
whether or not a home cducation provider is
treated as a private sehool under state law.

“((f) No participating State or entity act-
ing on behalt of a State shall exclhude, diserimi-
nate against, or otherwise disadvantage any
education provider with respect to programs on
services under this Act based in whole or in
part on the provider’s rehigious education char-
acter or affiliation, includmg rehigionsly- or niis-

ston-hased polietes o1 practices,
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“(4) PARENTAL RIGIITE TO USE SCHOLAR-
SHIPS.~—No participating State or entity acting on
behalt of a State shall disfavor or discourage the nse
of such scholarships for the purchase of clementary
and sceondary or workforee training cducation serv-
1ces, mcelading those services provided by private or
nonprofit entities, such as faith-based providers.

“(B) STATE AND LOCAL AUTITORITY —Nothing
in thiy section or seetion 45T shall be construed to
modify a State or local government’s authority and
responsiblity to fund edueation,

(o) LIMITATIONS. —

“(1) Tax LIABILITY —No eredit allowed under

this section or seetion 45T shall exceed the tax-
payer’s Federal inconie tax Hability for the taxable
yvear,

“(2) PROIIBITIONS.—A taxpayer is prolibited
from selling o1 transferring any portion of a tax
eredit allowed under this section or seetion 45T,

“{3) DENIAL OF DOUBLE BENEFIT.~—The Sec-
retary shall prescribe such regnlations or other guid-
anee to ensure that the sum of the tax benefits pro-
vided by Federal, State, or local law for a gualified
contribution receiving a Federal tax credit in any

taxable year shall not exceed the sum of the quali-
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fied contributions made by the taxpaver for the tax-

able vear.

“(1) CARRYOVER OF CREDIT.—If a tax credit allowed
under this seetion or seetion 451 15 not fully used within
the applicable taxable vear beeause of insufficicnt tax bi-
ability on the part of the taxpayer, the unused amount
may be carried forward for a period not to exceed 5 years.

“{g} HLECTION.—This section shall apply to a tax-
payer for a taxable year only if the taxpayer elects to have
this section apply for such taxable yvear.

“(h) ALTERNATIVE MINiMUM Tax—HFor purposes of
caleulating the alternative mimmum tax under seetion 55,
a taxpaver may use any credit received for a quahfied con-
tribution under this section.”.

(2) CLERICAL AMENDMENT—The table of sce-
trong for subpart A of part IV of subehapter A of
chapter 1 of is amended by mserting after the ttem

relating to section 25D the following new tem:

“See. 251, Contributions to eligible seholarship-granting organizations and cli-
gible worldforee training oraanizations.”.

{b) CREDIT FOR CORPORATIONS. ~—
(1) IN UENERAL—Subpart DD of part IV of
subehapter A of chapter 1 is amended by adding at

the end the following new section:
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“SEC. 45T. CONTRIBUTIONS TO ELIGIBLE SCHOLARSHIP-
GRANTING ORGANIZATIONS AND ELIGIBLE
WOREKFORCE TRAINING ORGANIZATIONS.

“(a) ALLOWANCE OF CREDIT.—For purposcs of sce-
tion 38, in the case of a domestie corporation, there shall
bhe allowed as a credit against the tax imposed by this
chapter for the taxable vear an amount equal to the sum
of any qualified contributions (as defined in section
25K (¢){1)) made by such corporation taxpayer during the
taxable year.

“(hy Adovxt 0oF (REDIT.—The eredit allowed under
subscction (a) for any taxable vear shall not exceed 5 per-
cent of the taxable ineome (as defined in seetion
170(b)(2)(1D)) of the domestic corporation for such taxable

year.

“le) ADDITIONAL PROVISIONS.—For purposes of this
seefion, any gualified contributions made by a domestic
corporation shall be subject to the provisions of section
25K, to the extent applicable.

“{d) BLECTION.—This section shall apply to a tax-
paver for a taxable yearr only if the taxpayer eiects to have
tlus section apply for such taxable vear.”.

{2) CREDIT PART OF GENERAL BUSINESS

CREDIT.—Section 38(h) 18 amended—

(A) by striking “plus” at the end of para-

oraph (31),
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(BB) by striking the period at the end of

13

paragraph (32) and inserting “, plus”, and
{() by adding at the end the following new

paragraph:

“(33) the ervedit for qualified eontributions de-
termined under section 457 (a).”.

{3) CLERICAL AMENDMENT.—The table of see-
tions for subpart D of part IV of subchapter A of
chapter 1 1s amended by adding at the end the fol-

lowing new em:

“See, 457, Contributions to eligible scholarship-granting organizations ad cli-
gible workforee training organizations.”.

TITLE II—EDUCATION FREEDOM
SCHOLARSHIPS AND OPPOR-
TUNITY ACT WEB PORTAL
AND ADMINISTRATION

SEC. 201. EBUCATION FREEDOM SCHOLARSHIPS AND OP-
PORTUNITY ACT WEB PORTAL AND ADMINIS-
TRATION.

(a) IN GENERAL.—The Seeretary of Education shall,
in coordination with the Sceretary of the Treasury and
the Secretary of Labor, establish, host, and mantain a
Web portal that—

{1) lists all sclolarship-granting ovganizations

and workforee training organizations that are chgi-
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ble under section 25K or 45T of the Internal Rev-
enue Code of 1986,

{2) cnables a taxpayer to make a qualifying
coitribution to oue or more cligible scholarship-
granting organizations and cligible workforee train-
ing organizations and to immediatelv obtain both a
pre-approval of a tax credit for that contrbution
and a receipt for tax filings;

(3) provides information about the tax benefits
of the provisions of the Education Freedom Scholar-
ships and Opportunity Act under the Internal Rev-
enue Code of T986; and

(4) enables a State to submit and update infor-
mation about its programs and its eligible seholar-
ship-grauting organizations aund eligible workforcee
training organizations for informational purposes
only, melading information on—

(A) student eligihility;

(B3} allowable educational expenses;

(C} the types of allowable edueation pro-
vidoers;

(D) the percentage of funds an organiza-
tion may usce lor prograin adininistration; and

(12} the percentage of total contributions

the organtzation awards in a calendar year.
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1 (b) NONPORTAL CONTRIBUTIONS.—A taxpayer may
2 opt to make a contribution duectly to an eligible seholar-
3 ship-granting organization or an cligible workforee train-
4 g organization, instead of through the Web portal de-
5 scribed in sabsection (a), provided that the taxpayer, ov
6 the eligible scholarship-granting organization or eligible
7 workforee training organization on behalf of the taxpayer,
8 applies for, and receives pre-approval for a tax eredit from
9 the Secretary of Education in coordination with the See-
10 retary of the Treasury.
Il {¢) NATIONAL AND STATE (APrs 0N CREDITS . —
12 (1) NaTioNaL car—There is a cap of
13 $10,000,000,000 on the sum of the eontributions
14 that gualify for a credit under section 251 and sec-
15 tion 45T of the Internal Revemune (fode of 1986 for
16 gach calendar vear, of which—
17 (A) $5,000,000,000 shall be allotted for
18 gualified contributions to eligible scholarship-
19 granting organizations; and
20 (BY $5,000,000,000 shall Le allotted for
21 qualificd contributions to  cligible  workforee
22 {raiing organizations.
23 {2) ALLOCATION OF CAP.—
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{A) INITIAL ALLOCATIONS.-——For cach eal-
endar vear, the Seeretary of Education, i co-
ordination with the Secretary of Liabor, shall—

(1) from the amount alotted wunder

paragraph (1){\)—

(I) first reserve, for each State,

an amount equal to the sum of the
qualifving contributions made in the

State i the previous yvear; and

(II) next, allocate the remaining

amount  among  the  participating
States by allocating to each State the

sum of—

{aa) an amount that bears
the same relationship to 20 per-
cent of such remaiming amount
as  the monber of mdividuals
aged D through 17 in the State,
as determined by the Scerctary of
Edueation on the Dbasis of the
uwost  recent  satisfactory  data,
bears to the number of those in-
dividuals in all sueh States, as so

determined; and
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(bb} an amount that bears
the same relationship to 80 per-
cent of sueh remaining amount
as  the nmmber of individuals
aged 5 throngh 17 from families
with incomes Dbelow the poverty
line in the State, as determined
by the Secretary of Eduecation, on
the basis of the most recent sat-
1sfactory data, bears to the mun-
ber of those mdividuals m all
such States, as so determined;
and

(11) from the amount allotted under
paragraph (1)(13)—

(I) first reserve, for cach State,
an amount cqual to the sum of the
gualifving contributions made in the
State in the previous year attributable
to chgible workforee training organi-
zations; and

(IT) next, allocate the remaining
amount  among the participating
States by allocating to each State an

amount determined through a system,



GAIT815,

e o e S

e T s T o T (s O o T s T e e S v S S
th o W N = O O 00~ N i B W N

8L
19

as established and maintained by the

Secretary of Liabor, that acurately

reflects demand and potential quali-

fied participants for apprenticeships
and workforee training within that

State.

(3)  MINIMUM  ALLOCATION.—Notwith-
standing subpatagraph (), no State receiving
an allotment under this seetion may recelve fess
than one-half of cne pereent of the amonnt al-
lotted for a fiscal year.

(Y ALTERNATIVE  ALLOCATION  FOR
QUALIFIED CONTRIBUTIONS T4 ELIGIBLIS
SCHOLARSHIP-GRANTING ORGANTZATIONS.—

(1} IN GENERAL.—Not later than the
end of the fifth year of the program or one
vear after the end of the first fiscal year
for which the total amount of eredits
claimed under section 25K and  seetion
45T of the Internal Revenue Code of 1986
for gualified contributions to eligible schol-
arship-granting organizations 18
$2,600,000,000 or more, whichever comoes
first, the Secretary of LKducation shall, by

regulation, provide for an alternative allo-
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cation method for the amount deseribed in
paragsaph (1){A) that shall take cffeet be-
ginnimg with the first fiscal yvear after the
regulation takes effeet.

(11) ALTERNATIVE ALLOCATION METII-
Ob.—The alternative allocation method de-
scribed in clause (i) shall be expressed as
a formula based on a combination of the
following data for each State, as veported
by the State to the Seeretary of Hdueation:

(I) The relative pereentage of
students in the State who receive a cl-
ementary or secondary seholarship
through a State program that is fi-
nanced through State tax-credited do-
nations or appropriations and that
permits the clementary or seeondary
seholarship to be used to attend a pri-
vate school.

(II} The total amount of all cle-
mentary and  secondary  scholarships
awarded through a State program
that is financed through State tax-
credited  donations or appropriations

compared to the total amount of eur-
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(3) ALLOWABLE PARTNERSIIIES,

SL.C
21

rent State and loeal expenditures for

free public education in the State.

(1if) ALLOCATION FORMULA.—For any
fiscal vear to which elause (1) apphes, the
Seerctary of Edueation shall—

(I) first reserve, for cach State,
an amount equal to the sum of the
(ualifving contributions made in the
State in the previous vear;

(II} next, allocate two-thirds of
the remanung amount of the national
cap for that year using the alternative
allocation method in clause (ii); and

(ELY) then, allocate one-third of
the remalning amount in aceordance
with subparagraph (A)(ii).

(v) INBELIGIBILITY —For any fiscal
vear to which clause (i) applies, a State
that does not provide the Seeretarv of
Edueation with information desertbed in
clause (ii) is not cligible to receive an allo-
cation through the alternative allocation

method wnder cause (1),

A State may

choose to administer the allocation it receives under
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paragraph (2) in partnership with 1 or more States,
provided that the eligible scholarship-granting orga-
nizations or cligibie workforee training organizations
m ecach partner State serve students who reside in

all States in the partnership.

(4) TOTAL ALLOCATION.—A State’s allocation,

for any fiscal year, is the sum of the amount deter-
mined for it under subparagraphs (A) and (B) of
paragraph (2), exeept as provided in paragraph

(2)(C).

(5) ALLOCATION AND ADJUSTMENTS.—

(A) INITIAL ALLOCATION TO STATES.—No

later than November 1 of the vear preceding a
vear for which there is a national cap on ceredits
under paragraph (1) (hereafter in this section,
the “appheable year”), or as carly as prac-
ticable wath respeet to the first year, the See-
vetary of Education shall announce the State
allocations under paragraph (2) for the applica-
ble year.

(B) LIST OF ELIGIBLE SCHOLARSHIP-
GRANTING  ORGANIZATIONS AND  ELIGIBLE
WORKIFORCE  TRAINING  ORGANIZATIONS.~—No
tater than January 1 of cach applicable year, or

as early as practicable with respeet to the first
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vear, each State shall provide the Secretary of
Education a list of ehigible scholarship-granting
organizations and cligible workforee training or-
ganizations deseribed in paragraphs (3)(A) and
(4) of seetion 25I8(¢) of the Internal Revenue
Code of 1986, ineluding a certification that the
entity submitting the list on behalf of the State
has the authority to perform this funetion. Nei-
ther this Act nor any other Federal law shall be
construed as hmiting the entities that may sub-
mit the list on hehalf of a state.
() REALLOCATION —

(i) IN GENERAL~The Secretary of
Edueation shall, in aceordance with para-
graph (2), reallocate to any other States
the allocation of a State which, lor any ap-
plicable year—

(D) falls to provide the Secretary
of ducation a list of cligible seholar-
ship-granting organizations and eligi-
ble workforce tfraining organizations
pursuant. to subparagraph (B}; and

(II} does not have an  eligible
scholarship-granting organization (as

deseribed in section 25E(¢}(3)(13) of
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the Internal Revenue Code of 1986)

located in such State.

(1) UNCLARIED CREDITS.—On  or
after Apml 1 of any applicable year, the
Seerctary of Edueation may reallocate, to
1 or more other States that have eligible
seholarship-granting organizations and eli-
gible workforee training organizations in
the States, without regard to paragraph
(2), the allocation of a State for which the
State’s allocation has not been elaimed.

(d) DERINITIONS.—The definitions of terms in sec-
tionn 25E(¢) of the Internal Revenue Code of 1986 apply
to those terms ag used in this title.

(¢) AUTIHORIZATION OF APPROPRIATIONS.—Ior the

purpose of admiustermg this section and sections 25

E
and 45T of the Internal Revenue Code of 1986, there are
authorized to be appropriated, and there are appropriated,

such sums as may be necessary for fiseal vear 2019 and

cach suecceding fiseal year.



