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SUBJECT: Enpl oyer Public School O Vocational Institution Math O Science Teachers
Credit/Open Enrollnent Cdass Credit/FTB Report To Legislature Re: Credits

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 hill as
X introduced December 9, 1998, and as amended February 4, 1999.

X FURTHER AMENDMENTS NECESSARY .
X DEPARTMENT POSITION CHANGED TO NEUTRAL.
X REMAINDER OF PREVIOUS ANALY SIS OF BILL As Introduced December 9, 1998, and Amended February 4, 1999,

STILL APPLIES.
X OTHER - See comments below.

SUMVARY OF BI LL

Under the Personal incone Tax Law (PITL) and the Bank and Corporation Tax Law
(B&TCL), this bill would authorize a credit to taxpayers equal to 50% of the
qgual i fi ed expenses paid or incurred during the taxable or incone year in
connection with lending a qualified enployee to a high school, community coll ege
or vocational school for the purpose of teaching math or science.

Under the PITL and the B&CTL, this bill also would authorize a credit to

t axpayers equal to 50% of qualified expenses paid or incurred during a taxable or
i ncone year in connection with allow ng a public school teacher to attend an

enpl oyer - sponsored education class by using an open enrol | nent space.

This analysis will not address this bill’s changes to the Educati on Code as they
do not inpact the Franchise Tax Board (FTB)

SUMVARY OF AMENDMENT

The April 6, 1999, anmendnent would Iimt the credit for Iending a qualified
enpl oyee to a high school to an enployee filling a vacant teaching position for
whi ch no certified high school teacher was available, as certified by the

enpl oyi ng school district.

The anendnent al so would require the FTB to provide an annual report to the
Legi sl ature, beginning on or before January 1, 2002. The report nust include the
nunber and dol |l ar amounts for each type of credit authorized by this bill, the
nunber and | ocations of the schools receiving | oaned teachers, and the nunber and
| ocations of the schools sending teachers to enpl oyer sponsored classes to fill
open enrol I ment positions.
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Except for these changes, and the resulting inplenmentation and technica

consi derations, the remainder of the departnent’s analysis of the bill as

i ntroduced Decenber 7, 1998, still applies. The previously discussed

i npl ementati on and technical considerations for the credits were di scussed
separately and are restated below. Departnment staff is working with the author's
office to resol ve these concerns.

FTB REPORTI NG REQUI REMENT ON BOTH CREDI TS

| npl enent ati on Consi derati ons

A public school or vocational institution receiving a | oaned enpl oyee woul d
be required to provide the taxpayer with certification that teaching

servi ces had been received, including the enployee’s nane, dates of teaching
servi ce and nunber of teaching hours. However, neither the school name nor
its location is required. Further, this bill does not require any
certification for a public school sending teachers to enpl oyer-sponsored
education classes. Thus, the departnment woul d not have access to nor be
able to provide sone of the information required to be reported annually to
the Legislature. Also, if the bill is anmended to require the taxpayer to
provide the appropriate information, this type of information would go
beyond the departnment’s normal reporting requirenent, requiring forns
changes and additional keying.

Techni cal Consi der ati ons

The annual reporting requirenent for both credits is located only in the
B&CTL credit for allowi ng a public school teacher to attend an enpl oyer-
sponsor ed education class. The annual reporting requirenent would be nore
appropriately located in each individual credit section or in an off-code
section of this bill.

LENDI NG QUALI FI ED EMPLOYEE TO TEACH MATH AND SCl ENCE

| npl enent ati on Consi derati ons

It is unclear what constitutes "preparation tine."

Further definition is needed as to which itens would constitute
"qualified expenses" (i.e., direct/indirect wages for classroom
personnel, teaching supplies, class materials, equipnent, etc.).

A definition is needed for "vocational institution" for the departnent to
process this credit since it is unclear whether "public" applies to
vocational institution. Further, it is unclear if the author intended
that this credit be allowed for teaching in a vocational institution
outside of this state.

Credits are typically used within eight years of being earned. Since
this credit does not have a carryover limt, the departnent would be
required to retain the credit carryover on the tax fornms and instructions
indefinitely.
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Techni cal Consi der ati ons

The school nust certify certain itens for the credit to be all owed.

Furt her | anguage shoul d be added to this provision to include
verification that the enpl oyee has or is eligible for issuance of an

em nence credential and to require the taxpayer to provide a copy of the
certification to the departnment upon request. |In addition, the

requi rement that the school district certify that the enployee is filling
a vacant position for which no certified high school teacher is available
shoul d be |ocated within the same subdivision as the other certification
requi renments.

Wages paid for both teaching and "preparation time" qualify for this
credit. Teaching tine nmust be certified by the public school or
vocational institution. "Preparation tinme" need not be certified. The
| ack of definition of "preparation tine," together with the |ack of any
met hod to verify "preparation tinme," would nmake it inpossible to audit
wages paid for "preparation tinme."

PUBLI C SCHOOL TEACHER TO ATTEND EMPLOYER- SPONSORED EDUCATI ON CLASS BY USI NG AN
OPEN ENRCLLMENT SPACE

| npl enent ati on Consi derati ons

It is unclear if an "enpl oyer-sponsored education class”" would 1) include
conf erences, conventions, presentations, sem nars, and other rel ated
events; or 2) be a "class" normally provided for the benefit of his or
her enployees. Also, it is unclear if the author intended to provide a
credit for California public school teachers to attend enpl oyer-sponsored
educati on cl asses provided outside of this state. A definition is needed
to clarify the author's intent.

It is unclear what woul d characterize an "open enrol |l nent space."

Further definition is needed as to what itens would constitute "qualified
expenses" (i.e., direct/indirect wages for personnel teaching the class,
teaching supplies, class materials, equipnent, etc.) and allocation of

t hose expenses to the open enrollnment participant.

It is unclear if "public school teacher"” would include a teacher

assi stant, a teacher aide or other part-time or volunteer position. To
prevent di sagreenent between taxpayers and the departnent, the author may
wi sh to specify what positions would qualify as a "public schoo

teacher."

Credits are typically used within eight years of being earned. Since
this credit does not have a carryover limt, the departnent would be
required to retain the credit carryover on the tax forns indefinitely.

Board Position

On March 23, 1999, the Franchise Tax Board voted 2-0 to take a neutral position
on this bill as anmended February 4, 1999.



