
C CORPORATION CORPORATE TAX CREDITS

(abstracted from an update by the Center for Arizona Policy)

Arizona offers a corporate tax credit, passed into law in 2005 and amended in 2006, that enables certain types of corporations to receive tax credits on a first come-first serve basis for contributions made to school tuition organizations (STOs) until 2011. HB 2288 would allow insurance companies to participate in the corporate tax credit program and would lift the 2011 expiration date.  

To qualify for a scholarship through the corporate tax credit program, a family’s income must be no more than 185 percent of the income limit required to participate in the federal school lunch program. The child must currently attend public schools or be preparing to start kindergarten in order to qualify for an educational scholarship. Once the scholarship has been received, the child must attend the new school for a full year, or the family must refund part of the scholarship.  

Corporations may contribute to the school tuition organization of their choice for any amount, so long as it does not exceed the cap amount set in statute. This cap started at $10 million and increases by 20 percent each year. For the 2006-07 fiscal year, the Arizona Department of Revenue reports that over $9.5 million was donated by corporations. The cap for fiscal year 2007-08 was $12 million, and DOR reports that over $11.9 million was donated. In 2007, sixty-two corporations made donations, ranging from $500 to $3 million, to eighteen school tuition organizations from all across Arizona. Nearly 2000 children received scholarships through the program.  

Because insurance companies are not subject to the ordinary corporate income tax, insurance companies have previously not been able to participate in this tax credit program. HB 2288 includes insurance companies by allowing them to take the tax credit against their premium tax liability. The cap on the corporate tax credit includes credits for contributions made by insurance companies, so there is no fiscal impact. 

The corporate tax credit program helps children receive the education their parents deem best for them. Removing the built-in repeal ensures that children will continue to receive these scholarships, and their parents will know that they will be able to continue sending their children  to the school of their choosing beyond the next four years. 
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