New Hampshire Education Tax Credit
Relevant 2017 Legislation HB 129-FN, HB 297-FN, HB 386-FN
Background
In June 2012, the New Hampshire legislature overruled Governor Lynch’s veto and enacted
an educational tax credit program allowing New Hampshire businesses to receive tax credits against the business profits tax and/or the business enterprise tax for funds donated to
qualified scholarship organizations that would then provide scholarships to students. The
scholarships can be used to attend a nonpublic school or a public school outside of the student’s residential public school, or to pay for homeschooling educational expenses. Businesses receive tax credits worth up to 85% of their donations and the qualified scholarship
organizations can spend up to 10% of donations on administrative costs. The program has a
limit of $5,100,000 tax credits (or $6,000,000 in donations) a year, but this ceiling can increase under certain conditions. Scholarships, excluding awards made for homeschooling
expenses, must have an average value of $2,500 and homeschool awards are limited to
25% of the overall average (i.e., currently $625); these amounts increase with inflation. The
program was challenged on constitutional grounds and in 2014, the New Hampshire Supreme Court ruled that the plaintiffs did not have standing—the Court did not rule on the
constitutionality of the program. There are currently two qualified scholarship organizations, the New Hampshire Children’s Scholarship Fund (NHCSF) and the Giving and Going
Alliance (GGA).

Notes:
Annual tax credits may not always equal
exactly 85% of donations as tax credits
can be taken the year after donating.
FRL stands for “Free and Reduced Price
Lunch,” a proxy for poverty.
Category (Cat) I consists of students who
were in public school.
Cat II consists of students who
received a scholarship in the prior
program year.
Cat III consists of students who were in a
private school or homeschool and did not
receive a scholarship in the prior program
year .
The Network for Educational
Opportunity, the precursor to NHCSF, refunded $96,660 - in 2014.
For first 2 years, 70% of scholarships had
to go to Cat I & II; that requirement then
decreases by 5% annually.
Figures in red consist only of the data from
NHCSF available on its website; figures
from GGA are not available.

Pending Legislation
HB 129-FN and HB 297-FN both propose
to repeal the education tax credit in its
entirety.
HB 386-FN proposes the following:
Provides for education tax credit
scholarships to be used for the cost of
college or university, accredited tutors
or tutoring facility, and/or distance
education programs;
Changes the definition of nonpublic
school to the definition encompassed
within RSA 193:1, I(a) and (d);

Frequently Asked Questions
Is there evidence of effectiveness? Moderate. In a comprehensive analysis of Washington, D.C.’s Opportunity Scholarship Program (a federally-funded voucher program), researchers found no impact on academic achievement, but significantly higher graduation
rates among students who received a voucher, than those who did not(additional analysis
here). Importantly, there are substantial differences between D.C.’s program and New
Hampshire’s Education Tax Credit, particularly with respect to targeting low-income families and enforcing a randomized awards process (i.e., a lottery).

Eliminates the cap on homeschooling
educational expenses (currently set at
25% of the average scholarship
award);

Are funds targeted to achieve maximum impact? Minimally. The program does not

Eliminates the requirement that any
funds carried forward by a scholarship
organization must be used for full or
partial scholarships in the year in
which the funds are carried forward
into (they are currently allowed to
carry forward up to 10% of eligible
contributions);

provide for robust targeting of either students from low-income families or students
attending the lowest-performing public schools. The law requires that scholarships go to
students whose annual household income is less than 300% the federal poverty line
(approximately $73,000 for a family of 4 in 2016) and requires that 40% of the scholarships
(by count, not amount) go to students who qualify for free and reduced price lunch (185%
of the federal poverty line or $44,955 for a family of 4 in 2016). In contrast the Washington
D.C. scholarship restricts entry eligibility to only students whose families either receive assistance under the supplemental nutrition assistance program (SNAP) or whose income
does not exceed 185% of the poverty line (once a student has received a scholarship they
remain eligible even if the family’s income increases). In practice, the NH education tax
credit program has awarded approximately 68% of scholarships to students who qualify for
free and reduced price lunch; however, the weak targeting requirements in statute present long-term concerns.

Eliminates the requirement that prior
to approving any increases in the total
number of available education tax
credits, the board of directors of the
community development finance authority certify that the community
development finance authority has
received $5,000,000 or more in contributions for the state fiscal year, or
that the authority has received contribution offers sufficient to meet its
state fiscal year limit but did not meet
its limit for other reasons;

Is the process transparent? Minimally. It is unclear how students are selected to re-

Repeals the prohibition on a pupil
attending a school other than the
school to which the pupil was assigned by the school board; and

ceive a scholarship. The NH Children’s Scholarship Fund website says that scholarships are
awarded based on the metrics in the law, financial need, and funds raised, however, it is
not clear whether there is a lottery or whether subjective judgement is applied. (Note: NH
Children’s Scholarship Fund is a local chapter of the New York based nonprofit Children’s
Scholarship Fund.) The website of the Giving Going Alliance states that scholarships will be
awarded based upon available funds, available seats, and the metrics of the law. (Note: the
website of the Giving Going Alliance only has information from 2015.)

Makes a few other minor technical
changes (primarily on the timeline for
submission of various documents).
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