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ARIZONA STATE SENATE 
Fifty-First Legislature, Second Regular Session 

 
AMENDED 

FACT SHEET FOR H.B. 2328 
 

STOs; grants; corporate tax credit 
 
Purpose 
 
 Eliminates the requirement that displaced or disabled pupils must attend a public school 
prior to becoming eligible for a School Tuition Organization (STO) funded through corporation 
or insurer tax credit contributions.  
 
Background 
  

Statute authorizes corporations and insurers to receive state tax credits capped at $5 
million a year for qualifying STOs. Such STOs must use at least 90 percent of the received 
contributions to provide scholarships for qualifying displaced and disabled students. In order to 
qualify, a student must have been either: 1) identified as having a disability under Section 504 of 
the Rehabilitation Act or identified by a school district as a child with a disability; or 2) placed in 
foster care in Arizona at any time prior to graduation from high school or obtaining a general 
equivalency diploma. In addition to meeting a displaced a disabled requirement, students must 
also meet one of the follow requirements for qualification: 1) have been enrolled in a public 
primary or secondary school or a preschool for pupils with disabilities for 90 days of the prior 
school year or a full semester of the current school year; 2) be currently enrolled or plan to enroll 
the next school year in a qualified private kindergarten program or private preschool program for 
students with disabilities; or 3) be a dependent of a member of the U.S. Armed Forced stationed 
in Arizona pursuant to military orders. 

 
In order to qualify for an Empowerment Scholarship Account (ESA) a child must meet at 

least one of the following requirements: 1) be identified as having a disability; 2) attend a school 
or school district assigned a letter grade of D or F; 3) be a previous recipient of an ESA or a 
scholarship from the Arizona Scholarships for Pupils with Disabilities Program (ASPDP); 4) be, 
or have been, a ward of the juvenile court under certain circumstances; or 5) have a parent or 
guardian who is a member of the United States Armed Forces who is on active duty. The 
individual must also meet one of the following additional requirements: 1) have attended a 
governmental primary or secondary school as a full-time student for at least the first 100 days of 
the prior FY and transferred under an ESA contract; 2) have previously participated in the ESA 
program; 3) have received a scholarship funded by a School Tuition Organization (STO) due to 
being displaced or disabled and continue to attend a qualified school; 4) have been eligible for an 
ASPDP scholarship under certain circumstances; or 5) have not previously attended a 
governmental primary or secondary school but be currently eligible to enroll in a school district 
or charter school kindergarten program. 
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 According to the Joint Legislative Budget Committee (JLBC), this legislation is not 
expected to have a state fiscal impact. Corporations and insurers collectively contributed $3.5 
million to STOs for displaced or disabled scholarships during FY 2013 and STOs awarded 119 
respective scholarships totaling $585,600 in FY 2012. JLBC indicates the bill could potentially 
increase state costs by ‘bumping’ some current scholarship recipients and replacing them with 
pupils who never attended public schools, which could cause some of the former students to 
return to public schools. However, JLBC notes this potential impact would be offset at least in 
part by eliminating temporary public school enrollments that occur under current law from 
students who attend public school for one year in order to become eligible for an STO 
scholarship the following year. 
 
Provisions 
 
1. Eliminates the requirement that a student, in order to qualify for a displaced or disabled 

educational scholarship or tuition grant from an STO funded by contributions from 
corporations and insurers, must meet one of the following eligibility requirements: 
a) received an Arizona Scholarship for Pupils with Disabilities grant or scholarship in order 

to attend a qualified school during the 2008-2009 school year; 
b) attended a governmental primary or secondary school as a full time student or attended a 

preschool program for students with disabilities at a governmental school for at least 90 
days of the prior fiscal year or one full semester transferred from a governmental school 
to a qualified school; 

c) enrolled in a qualified school in a kindergarten program or a preschool program for 
students with disabilities; 

d) is the dependent of a member of the U.S. armed forces who is stationed in Arizona by 
military order; 

e) qualified for an educational scholarship or tuition grant under one of the above 
circumstances if the qualified student continues to attend a qualified school in a 
subsequent year. 
 

2. Modifies the definition of qualified student to include students who previously qualified for 
an educational scholarship or tuition grant funded by an STO that receives contributions from 
corporations and insurers and continues to attend a qualified school. 
 

3. Requires, if a student is qualifying for an ESA by having received a scholarship from a 
qualifying STO, the student to have previously attended a governmental primary or 
secondary school as a fulltime student for at least 90 days of the prior fiscal year or one full 
semester prior to attending a qualified school. 

 
4. Makes a conforming change. 

 
5. Becomes effective on the general effective date, retroactive to July 1, 2014. 
 
Amendments Adopted by Education Committee 
 
• Adds a technical change to make the effective date retroactive. 
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Amendments Adopted by Committee of the Whole 
 
• Ensures a student has previously attended a public school if the student is qualifying for an 

ESA via having received a scholarship from a qualifying STO. 
 

House Action                                                          Senate Action 
 
WM  1/23/14     DPA     7-1-0-0              ED  3/20/14     DPA     5-3-1-0 
3rd Read 3/6/14        35-23-2-0-0 
 
Prepared by Senate Research 
April 17, 2014 
KK/ls 
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