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SUBJECT:  Employer Wages Paid to Disabled Employees Credit/FTB to Submit Report  
Containing Specified Date Related to Credit to Legislature 

SUMMARY 

This bill would, under the Personal Income Tax Law (PITL) and Corporation Tax Law (CTL), 
provide a tax credit for certain employers. 

RECOMMENDATION 

No position. 

SUMMARY OF AMENDMENTS 

The May 12, 2016, amendments added a sunset date, carryover provision, and reporting 
requirements, resolved two of the policy concerns and an implementation considerations 
discussed in the department’s analysis of the bill as introduced February 19, 2016, and created 
two new implementation considerations.  Except for the “This Bill,” “Effective/Operative Date,” 
”Implementation Considerations,” “Economic Impact,” ” and “Policy Concerns” sections, the 
department’s analysis of the bill as introduced February 19, 2016, still applies.  The “Fiscal 
Impact” section is restated for convenience. 

EFFECTIVE/OPERATIVE DATE 

As a tax levy, this bill would be effective immediately upon enactment and specifically 
operative for taxable years beginning on or after January 1, 2017, and before January 1, 2022. 

THIS BILL 

For taxable years beginning on or after January 1, 2017, and before January 1, 2022, under 
the PITL and CTL, this bill would allow a credit to a qualified employer who pays a qualified 
employee a wage that equals or exceeds the state minimum wage during the taxable year.  
The credit would be in an amount equal to the difference between the special minimum wage 
that may be paid to the qualified employee and the state minimum wage, multiplied by the 
number of hours worked by the qualified employee during the taxable year.  

The bill would define the following terms:  

 “Minimum wage” means the wage established by the Industrial Welfare Commission. 
 “Qualified employee” means an individual who may be paid a special minimum wage, 

pursuant to Section 214 (c) of title 29 of the United States Code or Section 1191 or 
1191.5 of the Labor Code, and subject to withholding under the Unemployment 
Insurance Code.   

 “Qualified employer” means a taxpayer that employs a qualified employee in this state.    

Franchise Tax Board 
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In the case of any pass-thru entity, the determination of whether a taxpayer is a qualified 
employer would be made at the entity level and any credit under this bill would be allowed to 
the pass-thru entity and passed through to the partners or shareholders. 

 For purposes of this bill, the term “pass-thru entity” would mean any partnership or  
S Corporation. 

A qualified taxpayer would be required to do both of the following: 

 Obtain from the Industrial Welfare Commission a certification that a qualified employee 
meets the eligibility requirements, as specified.  The certification would include the 
dollar amount of special minimum wage applicable to each qualified employee. 

 Retain the certification and provide a copy of it upon request to the Franchise Tax Board 
(FTB). 

This bill would exempt the FTB’s standards, criteria, procedures, determinations, rules, notices 
or guidelines from the requirements of the Administrative Procedure Act. 

The credit may be carried over indefinitely until this bill is repealed.  

On or before June 1, 2022, the FTB would be required to submit a report to the Legislature that 
contains the following:  

 The number of Californians with developmental disabilities employed during each year 
of the operative period of this bill, 

 The number of employers who used  and applied for a credit, and 
 The number of employees for whom a credit was claimed. 

This bill would remain in effect only until December 1, 2022, and would be repealed as of that 
date.  

IMPLEMENTATION CONSIDERATIONS 

The department has identified the following implementation concerns.  Department staff is 
available to work with the author’s office to resolve these and other concerns that may be 
identified.  

The FTB would be required to report the number of Californians with developmental disabilities 
employed during the year.  It is unclear how the FTB could determine this reporting 
requirement or whether another state agency currently gathers this information.  It is 
recommended that this reporting requirement be removed or assigned to an appropriate state 
agency.  
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The credit could be carried over indefinitely until this bill is repealed.  Because current law 
allows for credits to be carried over for the length of time specified in the law immediately prior 
to its repeal, this bill’s language “until this section is repealed” conflicts with current law and 
could cause confusion.  For clarity, it is recommended the bill be amended to specify a certain 
number of years for the credit to be carried over.  

FISCAL IMPACT 

The department’s costs to implement this bill have yet to be determined.  As the bill moves 
through the legislative process, costs will be identified and the department will pursue a budget 
change proposal if necessary. 

ECONOMIC IMPACT 

This bill would result in the following revenue loss: 

Estimated Revenue Impact of AB 2582  
As Amended May 12, 2016 

Assumed Enactment After June 30, 2016 
($ in Millions) 

2016-17 2017-18 2018-19 
-$2.8 -$12.0 -$25.0 

This analysis does not account for changes in employment, personal income, or gross state 
product that could result from this bill.  

Revenue Discussion 

The revenue impact of this bill would depend on the number of California employers who have 
qualified disabled employed persons who are certified special minimum wage workers and are 
paid the prevailing minimum wage in California. 

Using US Department of Labor statistics for certificate holders, the number of workers paid 
special minimum wages in California would be approximately 26,000 in 2016.  It is assumed 
that 25 percent of these disabled persons work for for-profit entities that would claim this credit. 
It further is assumed that for-profit employers would learn about the new law and gradually 
increase wages paid to qualified employees.  It is estimated that, 20 percent of employers 
would claim a credit in 2017, 50 percent in 2018, 85 percent in 2019, and 90 percent each year 
thereafter.  It is assumed this bill would provide a small incentive for hiring disabled employees 
and the estimated number of qualified employees would increase 10 percent in each year. 

Using studies prepared by the United States General Accounting Office on the special 
minimum wage, it was estimated the average special minimum wage worker would be paid  
50 percent of California's minimum wage rate.  Under current California law, the minimum 
wage would increase incrementally each year.  The minimum wage in California would be 
$10.50 in 2017, $11 in 2018, $12 in 2019 and would increase to $15 by 2022.  Taxpayers 
would earn a credit for the difference between the special minimum wage and the California 
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minimum wage.  In 2017, the estimated tax credit would be equal to $5.25 per employee per 
hour of wages earned ($10.50 - $5.25 = $5.25).  Assuming the qualified employee works  
20-hours per week and 50 weeks per year, the total estimated tax credit generated would be  
$7.5 million in 2017, $20.5 million in 2018, and $40 million in 2019. 

It is assumed that 80 percent of the credit generated would be used in the year generated and 
the remaining credits would be used over the next several years.  Any credit that remains as of 
the repeal date of December 1, 2022, would expire.  
The tax year estimates are converted to fiscal years, rounded, and reflected in the above table. 

This bill is substantially similar to AB 1404 (Grove, 2015/2016).  The significant difference in 
the revenue estimates is due to this estimate using more accurate data obtained from the U.S. 
Department of Labor versus AB 1404 that used data from the U.S. Census.  

SUPPORT/OPPOSITION1 

Support:  Autism Speaks, Center for Autism and Related Disorders. 

Opposition:  None provided. 

POLICY CONCERNS 

This bill would allow an employer a tax credit based on wages paid to a qualified employee 
and under current law, allow a deduction for those same wages, therefore, allowing an 
employer in certain circumstances to claim multiple tax benefits for the same item of expense.   

LEGISLATIVE STAFF CONTACT 

Jessica Deitchman 
Legislative Analyst, FTB 
(916) 845-6310 
jessica.deitchman@ftb.ca.gov 

Jame Eiserman 
Revenue Manager, FTB 
(916) 845-7484 
jame.eiserman@ftb.ca.gov 

Gail Hall 
Legislative Director, FTB 
(916) 845-6333 
gail.hall@ftb.ca.gov   

 

                                                

 

1 As provided by the staffer to FTB. 
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