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Attorney:  Doug Br amhal | Sponsor:  Anal ysi s
SUBJECT- Enpl oyer Child Care Start-Up & Qualified Care Plan Contributions Credit/Bank or

Fi nancial Corporation Credit For Certain Loans Relating to Child Care Facilities

DEPARTMENT AMENDMENTS ACCEPTED. Amendments reflect suggestions of previous analysis of hill as
introduced/amended

AMENDMENTS IMPACT REVENUE. A new revenue estimate is provided.

AMENDMENTSDID NOT RESOLVE THE DEPARTMENT’'S CONCERNS stated in the previous analysis of bill as
introduced/amended

FURTHER AMENDMENTS NECESSARY.
DEPARTMENT POSITION CHANGED TO

X REMAINDER OF PREVIOUS ANALY SIS OF BILL AS INTRODUCED/AMENDED February 10, 1998/March 24, 1998,
STILL APPLIES.

X OTHER - See comments bel ow.

SUWARY OF BILL

Under the Personal |Incone Tax Law (PITL) and the Bank and Corporation Tax Law
(B&CTL), this bill would renmove the $50,000 limtation on the Enployer Child Care
Programor Facility Credit so that 30% of eligible costs could be clainmed as a
credit. However, only $50,000 of the eligible costs could be clained each year
for up to five years. This bill also would add the Enployer Child Care Program
or Facility Credit to the list of credits which may reduce the tax bel ow t he
tentative mnimumtax (TMI) for purposes of the alternative mninmmtax (AM)

cal cul ati on.

SUWARY OF AMENDMENT

The May 13, 1998, amendnents extended the sunset date of the Enployer Child Care
Programor Facility Credit to taxable or income years begi nning before

January 1, 1999. The anendnents al so nade technical corrections as suggested in
the department’s prior analysis of this bill.

The May 13, 1998, amendnents added | anguage to nake this bill’s provisions
operative only if AB 484 (97/98, which would extend the sunset date of the
Enpl oyer Child Care Programor Facility Credit) is chaptered.
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Except for the new Techni cal Consideration and Revenue Estinmate, the departnent’s
prior analysis of the bill as anmended April 22, 1998, still applies. The
departnment’s unresol ved i npl enmentation concern is reiterated for convenience.

| npl ement ati on Consi derati ons

The author’s intent is to allow a $50, 000 Enpl oyer Child Care Program or
Facility Credit for each taxpayer (e.g., individual or corporation) who is a
menber of a partnership, limted liability conpany, or any other pass-
through entity for each taxable or inconme year, up to five years. As
drafted, the general PITL and B&CTL credit limtation provisions still apply
and limt credit anmounts at the entity level. The department will work with
the author’s office to provide that the credit limtations would apply at
the nenber, instead of the entity, |evel.

Once the inplenmentation concern is resolved, this credit could be
i npl enented during the departnent’s annual updates.

Techni cal Consi deration

This bill’s operation is contingent upon the chaptering of AB 484, but does

not di scuss any chaptering order. This bill’s language is not identical to
AB 484, as this bill renoves the $50,000 limtation on the Enployer Child
Care Programor Facility Credit. |If AB 484 were to be chaptered after this
bill, then this bill’s provisions would be elin nated.

FI SCAL | MPACT

Tax Revenue Esti mate

This bill would be effective with incone/taxable years beginning on or after
January 1, 1998, and before January 1, 1999, with enactnent assuned after
June 30, 1998.

Revenue | osses for this bill are estimated as follows (in mllions):

SB 1523, Amended May 13, 1998

Contingent on Enactnment of AB 484 | 1998-9 |1999-0
Prior to Enactnent of This Bill

Maxi mum Credit (Per Taxpayer Basis) ($1) M nor
Addi tional Credit Carryovers M nor |($0.5)
Total s ($1) ($0.5)

Thi s anal ysi s does not consider the possible changes in enploynent, persona
i ncome, or gross state product that could result fromthis nmeasure.

Tax Revenue Di scussi on

Revenue | osses under the PITL and the B&CTL woul d depend on enpl oyers who
i ncur qualifying child care expenses and the ability to apply credits
agai nst available tax liabilities.
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Actual tax data for 1995 taxabl e/incone year indicate that there were
$7 mllion in applied credits on approxi mately 4,500 returns.

Fromthe data, it does not appear that many enployers are limted by the
$50, 000 maxi mum credit under current | aw. If, however, by 1998, the

equi val ent of 2% of current claimants (.02 x 4,500 = 90) could claiman
addi tional $10,000 credit due to the nultiple taxpayer issue (e.g., each
partner eligible for the maximumcredit on a facility), the inpact would be
approximately $1 million. Additional annual |osses of approximtely

$500, 000 woul d occur in future years due to additional credit carryovers
(i.e., allowing carryovers for conmputed credits that exceed the $50, 000
maxi mum .



