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Chairmen Saylor, Roebuck, O’Neill and Wheatley, thank you for convening this informational 
meeting about the Educational Improvement Tax Credit (EITC) and the Opportunity Scholarship 
Tax Credit (OSTC) programs.  My name is Otto Banks and I am the Executive Director of 
REACH.  REACH is Pennsylvania’s grassroots coalition dedicated to ensuring parental choice 
in education.  I would like to thank you and the members of this committee for your interest in 
these programs.  Thanks to the support of policymakers and the business community, these 
programs have been improved upon and expanded over the years.  

The EITC and OSTC programs provide families with the chance to choose the school that best 
fits the needs of their child.  The EITC program also provides public schools with resources to 
implement innovative educational opportunities for their students.  Currently, the EITC and 
OSTC programs have provided over 500,000 scholarships to Pennsylvania’s children and 
families and businesses have contributed over $985 million to scholarship organizations and 
educational improvement organizations to ensure the success of future generations.    

While both of these programs continue to thrive and provide outstanding opportunities for 
children across Pennsylvania, the 2015-2016 budget impasse was problematic.  The impasse 
caused a tremendous amount of uncertainty for business participants and those that rely on the 
program for scholarships and access to innovative educational programs.  The significant delay 
in approving tax credit applications caused uncertainty among the businesses that hoped to 
participate in the program.  Since the ability to provide scholarships and innovative educational 
programs is created by funds donated by approved businesses, there was uncertainty about 
what scholarships and programs would be available to those participating in the EITC and 
OSTC. 

Two pieces of legislation we would like to bring to your attention are House Bill 1875 and House 
Bill 1876.  REACH supports both bills and passage of each would help the EITC and OSTC 
programs significantly.  House Bill 1876 would change the law to allow businesses whose tax 
credit applications were recently approved the option to apply their state tax credit in 2015 if that 
was the year they applied for the credit, or in 2016 if they did not have enough time to actually 
make the contribution during 2015.  When DCED issued approval letters to businesses earlier 
this year, it indicated that businesses could obtain their state tax credit in 2015 if they wished to 
do so.  While REACH very much appreciates this action by DCED, we do believe clarifying this 
issue in the law is important so that the legality of the tax year in which it was taken is beyond 
question. 

House Bill 1876 also sets statutory time frames for DCED to issue approvals to qualifying 
businesses in future years.  The legislation states that DCED must issue approvals by August 



15 of each year, or 30 days following receipt of the completed application, whichever is later.  
This provision would help ensure that the EITC and OSTC programs would not be impacted if a 
budget impasse occurs in the future.  

Ever since its original enactment in 2001, the Educational Improvement Tax Credit (EITC) 
statute has been structured so as to be legally independent of the annual appropriation process. 

As a freestanding program, the EITC law has always provided ongoing, non-lapsing statutory 
authorization for the Department of Community & Economic Development to award tax credits 
to eligible business firms up to a statutorily-prescribed maximum amount, beginning on 
statutorily-prescribed dates keyed to each new State Fiscal Year. 

Throughout the EITC statute, mandatory provisions impose non-discretionary obligations on 
scholarship organizations, business firms, educational improvement organizations and on the 
Department of Community & Economic Development and the Department of Revenue 
themselves. (See, e.g. 72 P.S. §8704-F(a): “A business firm shall receive a tax credit under this 
article ….) 

Most importantly, the statute (72 P.S. §8704-F(c)) states that the Department of Community & 
Economic Development “shall” make the credits available to business firms, up to the maximum 
amounts prescribed in 72 P.S. §8705-F. 

Once the credits are approved by the Department of Community & Economic Development, and 
the business firms make the designated contributions to eligible scholarship and educational 
improvement organizations, the statute provides that the Department of Revenue “shall” grant 
the authorized tax credits to the participating business firms (72 P.S. §8705-F). 

Nowhere does the EITC statute grant discretionary authority to any executive agency to 
completely withhold approval for or granting of the statutorily authorized credits on a global 
basis. The approval and granting of credits under the EITC statute is instead a ministerial 
function, limited only by the statutory maximums on individual and aggregate credit amounts 
specifically stated in the law. 

To do otherwise defeats the intent of the statute and, due to the particular individual 
circumstances of the participating business firms, scholarship organizations, educational 
improvement organizations and the students who benefit from the program, could cause 
inexcusable irreparable harm to tens of thousands of entities and individuals. 

Business firms may find themselves shut out of the ability to make contributions during their 
current tax year should the granting of credits be unlawfully delayed. Scholarship organizations 
and educational improvement organizations that depend upon a timely and predictable cycle of 
tax-credited contributions may find themselves unable to meet the expectations of needy 
students and innovative public school program providers. Worst of all, deserving students and 



their families who count on this program to allow them to thrive educationally are left to fend for 
themselves. 

House Bill 1875 is legislation that provides clarity around the process of administering the 
chronological priority of applications.  Current law allows businesses to submit an application in 
the alternative, that is, a business can submit an application for a donation to either the EITC or 
OSTC program.  If their first program of choice was fully subscribed to, then their application is 
automatically channeled into the other program. 

House Bill 1875 would amend the EITC statute in order to clarify that, when a business makes 
application for EITC and OSTC credits in the alternative, DCED must treat the application as 
being received on the date that it actually was filed, no matter which class of credit is ultimately 
awarded.  This would rectify an inequity that resulted from an unanticipated interpretation of the 
law by DCED that relegated alternative applicants to the rear of the queue if the applicant’s first 
preference of class of credit was not available.  REACH believes applications in the alternative 
should be considered based on the date the application was submitted.  That is why we support 
House Bill 1875. 

Thank you again for taking the time to discuss the EITC and OSTC programs.  These programs 
have been extremely beneficial to public and private school students and their families across 
Pennsylvania.  I would be happy to answer any questions you may have. 


