SCHOOL TUITION ORGANIZATION TAX CREDIT CHANGES
Prior Law
A school tuition organization (STO) tax credit was available for Iowa individual and corporation income tax purposes.  The credit is equal to 65% of the amount of a voluntary cash or non-cash contribution made by a taxpayer to an STO.  The STO must represent more than one school, and 90% of the revenues received by the organization must be used to provide tuition grants to allow children to attend a qualified school of their parents choice.
By December 1 of each year, the Department of Revenue authorizes STOs to issue tax credit certificates for the following tax year by notifying each STO of the amount of tax credit that can be issued for the following tax year.

The total amount of tax credits authorized is $7.5 million beginning in 2008 and for each subsequent tax year.

New Provisions
The total amount of STO tax credit authorized was increased to $8,750,000 for 2012 and subsequent years contingent upon 2% state allowable growth for public schools for the fiscal year beginning July 1, 2012.  Since legislation was enacted setting the allowable growth at 2% for the fiscal year beginning July 1, 2012, the total amount of STO tax credit for 2012 and subsequent years has been increased to $8,750,000.
Section Amended
Section 95 of Senate File 533 amends section 422.11S, subsection 7, subparagraph  (2), Code 2011.
Effective Date
January 1, 2012, for tax years beginning on or after that date. 
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