HOUSE BILL REPORT
HB 1747

As Reported By House Committee On:
Trade & Economic Development

Title: An act relating to small business stability by providing tax credits for

employer-provided child care benefits.

Brief Description: Providing tax credits for employer-provided child care benefits.

Sponsors: Representatives Morris, Van Luven, Kastama, Veloria, Sheldon, Benson,

Butler, DeBolt, Dunshee, Conway, Alexander, Quall, Wolfe, Keiser, Hatfield,
Doumit, Kessler, Thompson, Scott, Mason, Wood, Blalock, O’Brien, Constantine,
Costa, Gombosky, Dunn, Tokuda, Murray, Ogden, Cody and Lantz.

Brief History:

Committee Activity:
Trade & Economic Development: 2/24/97, 2/27/97 [DP].

HOUSE COMMITTEE ON TRADE & ECONOMIC DEVELOPMENT

Majority Report: Do pass. Signed by 9 members: Representatives Van Luven,
Chairman; Dunn, Vice Chairman; Veloria, Ranking Minority Member; Sheldon,
Assistant Ranking Minority Member; Alexander; Ballasiotes; Mason; McDonald and
Morris.

Staff: Kenny Pittman (786-7392).

Background: Washington’s major business tax is the business and occupation (B&O)
tax. This tax is imposed on the gross receipts of business activities conducted within
the state. There are 10 different rates that apply to various classifications of business
activities. Businesses are taxable according to the activities they engage in and
therefore may be subject to more than one tax rate. Under the B&O tax there are no
deductions for raw materials and wages of employees. However, there are several
tax exemptions, deductions, and credits for specific types of business activities.

Summary of Bill: A business and occupation (B&O) tax credit is provided for state-
approved, employer-provided child care benefits to employees. The tax credit is
limited to a business with less than 50 employees or a consortium of businesses, each
with less than 50 employees, that are located in an eligible area.
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The tax credit is limited to 50 percent of the value of the state-approved, employer-
provided child care benefit. There is no individual cap on the amount of tax credits
that can be claimed by a single business. The total tax credits available on a
statewide basis cannot exceed $1 million per fiscal year.

The business must request approval from the Department of Social and Health
Services prior to claiming the tax credit. The businesses’ request must include a
description of the child care benefit provided and the cost of the child care benefit to
both the employer and employee.

Child care benefit is defined as 1) an employer-provided voucher used to pay all or
part of day care or before-and-after school care in a state licensed facility; (2) the cost
of construction of an employer-provided day care or before-and-after school care
facility; or (3) the cost of operation and maintenance of an employer-provided facility.
Eligible area is defined as: (1) a county with an unemployment rate that is 20 percent
higher than the statewide unemployment rate; (2) a county with a median household
income that is less than 75 percent of the state median household income; and (3) a
community empowerment zone.

Appropriation: None.

Fiscal Note: Requested on February 11, 1997.

Effective Date: Ninety days after adjournment of session in which bill is passed.
Testimony For: This is an important first step in helping to address the problem of
finding affordable child care. The lack of affordable child care impacts both the
employer and employee. This will help.

Testimony Against: None.

Testified: Representative Morris, prime sponsor (pro); and Bill Larrabee, Child
Resources Employer Project (pro).
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