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The Federal Scholarship Tax Credit was established in the 2025 One Big Beautiful Bill Act (OBBBA). Under 
the program, individuals can contribute up to $1,700 (single filer) or $3,400 (married couples filing jointly) 

to approved Scholarship Granting Organizations (SGOs) and get a dollar-for-dollar federal tax credit. SGOs are 
defined as tax-exempt 501 (c)(3) organizations, and would include educational nonprofits, universities, and 
churches.

The Federal Scholarship Tax Credit differs from traditional 
tax deductible contributions. Tax deductions allow 
taxpayers to deduct the amount of a contribution from an 
individual’s or corporation’s taxable income. Contributions 
to SGOs, however, can be claimed as direct offsets on tax 
liability — effectively reimbursing contributors dollar-for-
dollar for the full amount of the contribution up to the 
limits. 

Once the contributions are received by an SGO, the SGOs 
then distribute the donated funds to families to be used 
for eligible educational expenses. SGOs may retain up to 
10 percent for administrative handling costs. 

SGOs must verify participating families' income and 
eligibility based on factors including: 

• Whether the student is eligible to attend a public 
school.

• The student must come from a household earning 
below 300 percent of an area's annual median 
income. (Approximately $267,000-$300,000 in 
Minnesota). 

• SGOs are also required to administer scholarships to 
at least 10 students who do not all attend the same 
school, and donations may not be designated to be 
distributed to specific students. 

OBBBA does not currently limit how much funding a 
single family may receive.

Eligible use for the scholarship funds may 
include: 

• Tuition for private schools and homeschooling.
• Fees.
• Tutoring.
• Special education services/supplies.
• School supplies and other educational 

materials.

While the tax credit is a federal program, it must be 
approved and enacted by each state’s governor (or 
a state’s tax benefit regulator, if applicable). It is not 
clear if states can impose additional restrictions and 
regulations on the program and the governance of 
SGOs. The Treasury Department is still developing 
final regulations for the program.

Minnesota Gov. Tim Walz has indicated that he does 
not intend to participate in the program because he 
believes that the program will divert funding from 
public schools.

Taxpayers will be able to make donations to SGOs 
starting in 2027 to claim the credit on the 2027 
tax year return. Even though Minnesota might 
not participate, Minnesota taxpayers may still 
contribute to SGOs in states that opt in to the 
program, to receive the federal tax credit.
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ABOUT AMSD

The Association of Metropolitan School 
Districts represents more than 50 K-12 

school districts and intermediate / cooperative 
districts. AMSD member school districts 
enroll more than one-half of all public school 
students in Minnesota, with the mission to lead 
the transformation of public education.

NCSL.ORG: 4 Questions About the New Federal Tax Credit Scholarship
Taxpayers can donate to any approved organization, but to receive a scholarship students must live in a state that has 
opted in to the program.

• www.ncsl.org/state-legislatures-news/details/4-questions-about-the-new-federal-tax-credit-scholarship

Chalkbeat: Here’s how the school choice tax credit could affect public schools
The federal school choice tax credit, passed by Congressional Republicans in the so-called “Big Beautiful Bill,” works like 
this: Americans will soon be able to redirect up to $1,700 of their income tax bill to nonprofits that provide stipends for 
private school tuition or other educational expenses. .

• www.chalkbeat.org/2026/04/23/federal-school-choice-tax-credit-public-school-funding/

The 74 Million: School Vouchers Fail the Civil Rights Test. The Federal Program Is No Exception
Advocates’ View: Public dollars should expand civil rights, not shrink them. Public education is the backbone of equal 
opportunity.

• www.the74million.org/article/school-vouchers-fail-the-civil-rights-test-the-federal-program-is-no-exception/

The 74 Million: Why Blue State Governors Should Sign Up for New Federal Scholarship Tax Credit
Bradford: Refusing to join the program won't stop it, and it can't be regulated to meet political aims. But state execs can 
steer where the money goes.

• www.the74million.org/article/why-blue-state-governors-should-sign-up-for-new-federal-scholarship-tax-credit/


