
Oklahoma Equal Opportunity Scholarship Act & Senate Bill 407

Many questions have arisen about the Oklahoma Equal Opportunity Scholarship Act and Senate Bill 407 
authored by Sen. Dave Rader and Rep. Jon Echols. The bill recently passed a House committee and can be heard 
on the House floor at any time. The title is off the bill, so if it is approved on the House floor, it likely will go 
to conference committee. Based on conversations with the authors, we expect the bill would not come out of 
conference committee until there’s an agreement on the education budget. 

Below is information about the history of the bill as well as the proposed changes in Senate Bill 407. It’s 
important to note that the most significant changes in SB 407 include:

• Increase in the cap of total available tax credits from $5 million to $20 million.
• Equalization of the available tax credits between private and public schools and making 

tax-credit eligible direct donations to public schools and local education foundations.
• Establishment of annual public reporting requirements not contained in existing law.

The law was originally approved in 2011 and has been revised a few times since. Since its inception, the act 
has had two mechanisms through which donors can receive state tax credits to reduce or eliminate their tax 
liability:

Background

• Scholarship-granting organizations (SGOs) effectively underwrite private school tuition
for qualifying students. Cap: $3.5 million.

• Educational improvement granting organizations (EIGOs) distribute grants to eligible
schools for innovative educational programs. (Donations directly to schools and local
education foundations aren’t eligible for tax credits). Cap: $1.5 million.

Donors can receive tax credits of up to 75 percent up to $1,000 for single filers, $2,000 for married filers and 
$100,000 for businesses per year. Currently, donors to scholarship-granting organizations are allowed up to $3.5 
million in tax credits while donors to organizations benefiting public schools are capped at $1.5 million. 

If either side uses less than its full allotment of tax credits, the other side can offer the remaining portion to its 
donors. In 2017 and 2018, scholarship-granting organizations received donations in excess of the available tax 
credits, even after claiming unused tax credits from the public school side of the program.

Unused tax credits can be carried over and claimed for up to three years. The tax commission must publish by 
Feb. 15 of each year the percentage of the contribution for which a donor may receive a credit. (This is the only 
annual public reporting requirement of the act). The EIGO portion of the program has never hit its cap. In 2017 
and 2018, SGO donors received a prorated credit (86.5 percent and 91.1 percent, respectively) for their donations 
due to the cap.
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Students are eligible for scholarships in multiple ways. In each case, they must be “lawfully present” in the United 
States, and once eligible, will remain eligible without a subsequent qualification standard for continued eligibility. 
Here are the eligibility pathways:

• Annual household income not exceeding 300 percent of free- and reduced-price lunch
standard (approximately $139,000 for a family of four).

• Resident eligible in the prior year to attend a public school identified by SDE for school
improvement. This eligibility path has no income limit.

• Has received services under an Individual Family Service Plan through SoonerStart and
determined eligible for school district services; a school-age child who has attended
public school in Oklahoma with an IEP; or a child diagnosed by a clinical professional
as having a significant disability that will affect learning. This eligibility path has no
income limit.

How Scholarship-Granting Organizations Work

• It must agree to spend 90 percent of its funds on scholarships (the total amount
available to award as scholarships over the last 24 months divided by the total amount
of funds awarded over last 24 months).

• It must send scholarship payments as checks made out to the student’s parent or
guardian and mailed to the school.

• It must spend a portion of its expenditures on scholarships for low-income eligible
students (defined as qualifying for free or reduced lunch) in the amount equal to or
greater than percentage of low-income eligible students in the state. About 62 percent
of public school students statewide receive free- or reduced-price lunches, according to
the latest state Education Department report.

• It must ensure scholarships are portable and can be used at any qualified school that
accepts the student.

• It must report once every four years to the Governor, President Pro Tempore of the
Senate and the Speaker of the House of Representatives, an audited financial statement
for the organization along with information detailing the benefits, successes or failures
of the program.

501c3s may apply to the tax commission to become an SGO and grant scholarships for students accepted to 
qualifying private schools. The SGO requirements are:
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Receiving an educational improvement grant:
• A school is eligible to receive an educational improvement grant if it is not within a

10-mile radius of a private school that qualifies for the SGO program or is within a 10-
mile radius of a private school that qualified for the SGO program but offers grade-level
instruction different from the private school.

• The public school also must be in a district with fewer than 4,500 students.
• Qualifying schools must use a third-party granting organization to benefit from the

program.
• “Innovative educational program” eligible for grants as defined in the law means

an advanced academic or academic improvement program that is not part of the
regular coursework of a public school but that enhances the curriculum or academic
program of the school or provides early childhood education programs to students.
Early childhood education program is defined as a program for eligible special needs
students who are 3 years old or a pre-K program for children who are 4 but not 5 by
Sept. 1.

How Educational Improvement Granting Organizations Work

• It must agree to spend 90 percent of cash receipts for grants to eligible schools for
innovative education programs. Funds expended or encumbered during the current
year or next fiscal year will be counted as its cash receipts.

• It must report annually the name of the innovative education program or programs
and the total amount of grant(s) during preceding school year; description of how each
grant was used; names of schools/districts that received grants; total number and total
amount of grants made during preceding school year by county.

• It must report once every four years to the Governor, President Pro Tempore of the
Senate and the Speaker of the House of Representatives, an audited financial statement
for the organization along with information detailing the benefits, successes or failures
of the program.

501c3s may apply to the tax commission to become an EIGO. Note: donations to school districts or local 
education foundations do not qualify for tax credits. EIGO requirements are:



• Increases and equalizes the cap on tax credits.  SB 407 would raise the cap to $10 
million for scholarship-granting organizations and $10 million to benefit public 
schools through direct donations to public schools, public school foundations and 
educational improvement granting organizations, for a total of $20 million. This is 
lower than the $50 million that was proposed in HB 2621. Each side will continue to 
have access to unused tax credits from the other side of the program.

• Create equitable tax treatment for donations to public schools and public school 
foundations. Donors to public schools and public school foundations would be eligible 
for the same tax credits afforded to private school donors.

• Allow all public schools the opportunity to benefit. Currently, the law only allows 
school districts to benefit from educational improvement grants if they have fewer than 
4,500 students, are more than 10 miles from a private school eligible to receive tax-
credits for donations, and use a private, third-party granting organization. The 
proposed changes would allow all school districts to potentially benefit from direct 
donations or in partnership with a local education foundation. Current language would 
limit tax credits to $100,000 per school district to ensure all school districts have the 
opportunity to participate, although that limit could be adjusted as the bill continues 
through the legislative process.

• Increase accountability for participating organizations that grant private school 
scholarships. The law requires organizations granting private school scholarships to 
ensure the scholarships are awarded to low-income students at the same rate as the 
percentage of Oklahoma students who qualify for free-and-reduced-price lunches. 
However, based on the limited amount of information available, it doesn’t appear all of 
the organizations are adhering to that requirement. The Oklahoma Tax Commission 
has denied open records requests for data that would confirm whether participating 
organizations have met this requirement. This bill significantly increases the annual 
reporting requirements for organizations raising money for private school scholarships, 
ensuring they are spending the required percentage of donations on scholarships
for students from low-income families and providing data on whether scholarship 
recipients ever attended a public school.

• Potentially increase the scholarship amount for low-income students. Current law 
allows a maximum scholarship for low-income students that’s equal to 80 percent of 
the average state per-pupil expenditure. The committee substitute would increase that 
amount to 90 percent of the average state per-pupil expenditure.

SB 407 Proposed Changes
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Additional information

• Very little information is available about SGOs and EIGOs authorized under the 
Oklahoma Equal Opportunity Scholarship Act, and the transparency provisions in SB 
407 are important to fully understand how the program is working.

• The Oklahoma Tax Commission has denied open records request for even basic 
information, including the applications of SGOs and EIGOs to participate in the 
program, documents demonstrating the number and total dollar value of contributions 
to SGOs and EIGOs and documentation demonstrating SGOs and EIGOs are in 
compliance with statutory provisions.

• The Opportunity Scholarship Fund appears to the be the largest SGO. It has sought 
to lower the percentage of scholarship dollars required to low-income students. Its 
reporting so far appears to show it is below the 62 percent bar that’s equal to the 
percentage of low-income public school students as measured by free and reduced 
lunch.

• Its most recent report shows OSF spends about 54 percent of its scholarship dollars on 
low-income students as defined in law. It spends 19 percent of its scholarship dollars 
for students whose families exceed the 300 percent of FRL level. 

• In other states with similar programs including Indiana, reports are showing many 
students never attended a public school.

• Not requiring a third-party organization and removing other limitations currently in 
law would make it simpler for public schools to participate. However, making it easier 
for public schools to benefit from the tax credit program isn’t a substitute for funding 
that allows school districts to address the teacher shortage, lower class sizes, restore cut 
programs and opportunities, and focus on innovation. 

• Oklahoma has made significant strides over the past year in improving revenue to 
fund public education and other state services. Increasing tax credits robs the state of 
potential revenue. 

• Oklahoma remains more than $1,100 per student behind the regional average in 
education investment. Foregoing revenue could make it more difficult to sustain and 
increase education funding. 
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