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SUMMARY 
 
This bill would establish a tax credit under the Personal Income Tax Law and Corporation Tax 
Law for cash contributions made to the California Preschool Investment Fund.   
 
This analysis only addresses the provisions of the bill that impact the department’s programs and 
operations.   
 
RECOMMENDATION  
 
No position. 
 
SUMMARY OF AMENDMENTS 
 
The April 30, 2014, amendments would do the following:     
 

 Specify an aggregate credit cap of $250 million per calendar year.   
 Provide reimbursement to the General Fund for the aggregate amount of the credit 

allowed. 
 Provide reimbursement to the Franchise Tax Board (FTB) and the Department of 

Education for all administrative costs incurred in connection with this credit.    
 Require the Department of Education to allocate the income and franchise tax credit to 

taxpayers on a first come, first served basis. 
 Require the Department of Education to notify the FTB of the credits allocated on a 

monthly basis and require this information to be available on the FTB website.   
 
As a result of the amendments the “Implementation Consideration” section has been resolved 
and the “This Bill,” “Economic Impact,” and “Fiscal Impact” sections have been revised.  In 
addition, the “Support/Opposition” section has been updated.  The remainder of the department’s 
analysis of the bill as amended on April 1, 2014, still applies.  The “Policy Concerns” section has 
been restated for convenience.   
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ANALYSIS  
 
THIS BILL 
 
This bill would create the California Preschool Investment Fund in the State Treasury.  For 
taxable years beginning on or after January 1, 2015, and before January 1, 2019, this bill would 
allow an income or franchise tax credit of 40 percent of amounts contributed during the taxable 
year to the California Preschool Investment Fund.  Taxpayers may only claim this credit on an 
original, timely filed return.   
 
The credit would be allowed to taxpayers that received a receipt for their contribution to the 
California Preschool Investment Fund from the State Department of Education.  Taxpayers would 
be required to provide the receipt to the FTB upon request. 
 
A deduction otherwise allowed for amounts the credit is based upon would be required to be 
reduced by the amount of the credit allowed.  
 
Any unused credit may be carried over to reduce the tax for the following five years if necessary, 
until the credit is exhausted.   
 
The aggregate amount of credit that could be allocated by the Department of Education for each 
calendar year would be $250 million.   
 
The Department of Education would be required to do all of the following: 
 

 Allocate the income and franchise tax credit to taxpayers on a first come, first served 
basis.    

 Establish a procedure for taxpayers to contribute to the California Preschool Investment 
Fund and obtain receipt for the credit. 

 Notify the FTB of the credits allocated on a monthly basis, and the FTB and the 
Department of Education would place this information on their respective web sites 
together with the amount of remaining credits every calendar quarter, including information 
as to whether the $250 million cap may be reached by the end of the calendar quarter.      

 
Amounts contributed to the California Preschool Investment Fund would first be allocated to 
reimburse the General Fund for the aggregate amount of the credit allowed.  Then, upon 
appropriation by the Legislature, the funds would be allocated to the FTB and the Department of 
Education to reimburse all administrative costs incurred in connection with this credit and to the 
Department of Education for the purposes of funding preschool programs.       
 
The FTB may prescribe rules, guidelines or procedures necessary or appropriate to carry out the 
purpose of the credit.  These rules, guidelines, or procedures would be exempt from the normal 
rulemaking requirements of the Administrative Procedures Act.  
 
The credit would be repealed by its own terms as of December 1, 2019. 
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IMPLEMENTATION CONSIDERATIONS 
 
Implementing this bill would not significantly impact the department’s programs and operations. 
 
FISCAL IMPACT 
 
This bill would require changes to the tax forms and instructions.  As a result, this bill would 
impact the department’s printing, processing and storage costs for tax returns.  As the bill 
continues to move through the legislative process, costs will be identified and an appropriation 
will be requested, if necessary. 
 
ECONOMIC IMPACT  
 
Revenue Estimate 
 

Estimated Revenue Impact of AB 2107*  
As Amended on April 30, 2014 

Assumed Enactment After June 30, 2014 
($ in Millions) 

2014-15 2015-16 2016-17 
- $2.2 - $17.0 - $19.0 

 
This analysis does not account for changes in employment, personal income, or gross state 
product that could result from this bill.  
 
*The table above shows the impact on income and corporation tax revenues.  This bill would 
require funds to be transferred from the California Preschool Investment Fund to the General 
Fund so that the net impact of the Preschool Investment Fund tax credits on the General Fund 
would be zero or a minimal gain due to timing and usage. 
 
SUPPORT/OPPOSITION1 
 
Support:  None provided.  
 
Opposition:  American Federation of State, County, and Municipal Employees (AFSCME); 
California Federation of Teachers; California Tax Reform Association; Small School District 
Association.   
 
POLICY CONCERNS 
 
This bill would create differences between federal and California tax law thereby increasing the 
complexity of California tax return preparation. 

                                            
 
1 As noted in the Assembly Committee analysis of AB 2107 dated April 25, 2014.  
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This bill would create a credit for certain donations that are currently deductible as charitable 
contributions.  As a result, because the credit’s dollar-for-dollar reduction of tax is a more 
generous tax benefit than a deduction, there could be a redirection of existing, planned charitable 
giving to obtain the tax credit allowed under this bill. 
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