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SENATE BI LL 5158

State of WAshi ngt on 55th Legislature 1997 Regul ar Sessi on
By Senators Kohl, Strannigan, Long, Hargrove, Franklin, Brown,
Patterson, Zarelli, Spanel, Thi baudeau, Schow, Wnsley, Anderson and
ke

Read first tinme 01/16/97. Referred to Commttee on Human Services &
Corrections.

AN ACT Rel ating to econom c i ncentives for enpl oyer-sponsored child
care benefits; adding a new section to chapter 82.08 RCW addi ng a new
section to chapter 82.12 RCW adding a new chapter to Title 82 RCW and
provi ding an effective date.

BE | T ENACTED BY THE LEG SLATURE OF THE STATE OF WASHI NGTON:

NEW_ SECTI ON. Sec. 1. The | egislature recognizes that care of
children is the primary responsibility of parents. How that care is
provided and by whom is of paranount inportance to parents whose
enpl oynent needs nake it inpossible for themto provide care to their
own children during their work hours.

The | egi sl ature al so recogni zes t hat maki ng hi gh-quality child-care
servi ces nore af fordabl e throughout the state can benefit enpl oyers and
famlies and that many enpl oyers would be able to inprove their work
force and conpetitiveness by expandi ng the pool of avail able workers.
The legislature intends to facilitate this through providing tax
credits for enpl oyer-sponsored child-care facilities and services, with
a target of small and nedi um si zed busi nesses.

The |l egislature further finds that an increase in affordabl e high-
quality child care presents an opportunity for ensuring healthier and
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safer environnents for children and i ncreases in children’ s educati onal
growt h opportunities.

Coupl es who choose to have one parent stay honme and provide care to
their children and forgo receiving tw inconmes should not experience
tax penalties. The legislature finds that any public policy that
transfers incone in the forns of benefits or tax credits to parents who
choose enpl oyer-sponsored care for their children nust be considered
carefully for its inplications on the work force as well as on the
wel | -being of famlies.

This act is intended to nodify the state’s tax and child-care
policies by allowing a credit against the tax liability of an enpl oyer
who voluntarily participates in expansion of workplace child care and
provi de incentives to the private sector to:

(1) Pronote growth of enploynment opportunities;

(2) Assist enployees in obtaining affordable high-quality child
care;

(3) Increase opportunities for children to obtain early education
and social skills; and

(4) Reduce public assistance casel oads.

NEW_ SECTI O\ Sec. 2. (1) A tax credit is authorized equal to
twenty-five percent of the amobunts expended for: (a) Constructing
repairing, or inproving new or existing buildings or other structures
used as an on-site child care facility for enployees within the state;
(b) operating expenditures made in providing child care in an on-site
facility for enployees within the state; and (c) purchasing of child-
care services within the state for enployees from other child care
provi ders.

(2) This section shall not apply to expenditures: (a) That are
rei moursed by the enployee or any third party; or (b) that are mde
under a sal ary reduction plan pursuant to the internal revenue code, 26
US C Sec. 125.

NEW SECTION. Sec. 3. (1)(a) The credit under section 2 of this
act may be applied to taxes under chapter 82.04 or 82.16 RCW or both.
The credit shall be taken against taxes due for the sanme cal endar year
in which the anounts were paid. The credit nust be cl ai med by the due
date of the last tax return for the cal endar year in which the paynent
i s made.
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(b) The annual credit clainmed by any person under this section
shal | not exceed the | esser of the tax otherw se due under this chapter
during the sanme cal endar year or two hundred thousand dol | ars.

(c) No portion of an application for credit under this section may
be carried back or carried forward to a different cal endar year.

(2) The taxpayer shall repay all taxes not paid because of the
credit granted under section 2(1)(a) of this act plus applicable
i nterest under RCWS82. 32. 050, but not penalties, conputed fromthe tine
the taxes would have been paid until the date of paynent if the
t axpayer changes the use of the child care facility | ess than ten years
after the facility is built. This subsection does not apply if: (a)
The busi ness ceases operation; (b) the business no | onger has enpl oyees
who wsh to utilize the child care facility; or (c) the child care
facility is replaced with a child care facility of equal or greater
capacity for which no credit or exenption was taken under section
2(1)(a), 5, or 6 of this act.

(3) A credit is only allowed under this section for operating
expenditures attri butable to, or other anbunts expended for, enpl oyees
and their spouses whose conbi ned adjusted gross incones are |less than
three tines the anount listed in the federal register, each year, for
the poverty guideline for a famly of three living within the forty-
ei ght contiguous states of the United States.

NEW SECTI ON. Sec. 4. Two or nore entities that pay tax under
chapter 82.04 or 82.16 RCW may jointly receive the credit avail able
under section 2 of this act under the follow ng circunstances:

(1) An on-site facility is jointly owned or operated by the
entities or the contract for provision of child care services is
jointly executed by the entities with the sane provider of child care;

(2) The conditions in section 3(1) of this act shall apply to the
construction and operation or purchase of child care services;

(3) The percentage of the credit for construction of an on-site
facility available to each entity shall be equal to the percentage of
ownership interest each entity has in the facility;

(4) The percentage of the annual credit available to each entity
for operating an on-site facility, or for the provision of child care
services, shall be equal to the percentage of the operating or
provi si on expendi tures made by each entity; and
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(5) The entities share common areas of real property including but
not limted to walls, hallways, and parking or occupy the sane parcel
of land for property tax purposes.

NEW SECTION. Sec. 5. A new section is added to chapter 82.08 RCW
to read as foll ows:

(1) The tax levied by RCW82.08. 020 shall not apply to sales to an
enpl oyer for purpose of constructing, repairing, or inproving a new or
existing building or other structure used as an on-site child care
facility for enployees within the state of materials used directly in
the construction of the facility, or to sales of or charges nade for
| abor and services rendered in respect to the construction, repair, or
i nprovenent, but only when the purchaser provides the seller with an
exenption certificate in a formand manner prescribed by the depart nent
by rul e, and the purchaser provides the departnent with a duplicate of
the certificate or a summary of exenpt sales as the departnent my
require. The seller shall retain a copy of the certificate for the
seller’s files.

(2) The taxpayer shall repay all anmounts not paid because of the
exenptions granted under this section plus applicable interest under
RCW82. 32. 050, but not penalties conputed fromthe tinme the taxes would
have been paid until the date of paynent, if the taxpayer changes the
use of the child care facility less than ten years after the facility
is built. This subsection does not apply if: (a) The business ceases
operation; (b) the business no | onger has enpl oyees who wish to utilize
the child care facility; or (c) the child care facility is replaced
with a child care facility of equal or greater capacity for which no
exenption or credit was taken under section 2(1)(a), 5, or 6 of this
act .

NEW SECTION.. Sec. 6. A new section is added to chapter 82.12 RCW
to read as foll ows:

(1) The provisions of this chapter shall not apply in respect to
t he use by an enpl oyer constructing, repairing, or inproving a new or
existing building or other structure used as an on-site child care
facility for enployees within the state of materials used directly in
t he construction, repair, or inprovenent of the facility, but only when
the user provides the departnment with an annual summary listing the
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materials by January 31 of the year following the cal endar year in
which the materials are first used in this state.

(2) The taxpayer shall repay all anmounts not paid because of the
exenptions granted under this section plus applicable interest under
RCW 82. 32. 050, but not penalties, conputed from the tinme the taxes
woul d have been paid until the date of paynent, if the taxpayer changes
the use of the child care facility less than ten years after the
facility is built. This subsection does not apply if: (a) The
busi ness ceases operation; (b) the busi ness no | onger has enpl oyees who
wish toutilize the child care facility; or (c) the child care facility
is replaced wwth a child care facility of equal or greater capacity for
which no credit was taken under section 2(1)(a), 5, or 6 of this act.

NEWSECTION. Sec. 7. The departnent in cooperation with the child
care coordinating commttee shall report to the governor and
| egi sl ature by Decenber 1 of each year:

(1) The nunber of enpl oyers who receive the credits provi ded under
sections 2 through 4 of this act and the nunber of enployees for whom
the credit has been given, including the anount of the credits granted;
and

(2) The nunber of enployers who receive the exenption provided
under sections 4 and 5 of this act, including the anount of the
exenption grant ed.

NEW SECTION.. Sec. 8. The credits allowed under section 2 of this
act and the exenptions allowed under sections 5 and 6 of this act are
available only if the child care neets all the state and I ocal
requi renents regardi ng the provision of child care, includinglicensing
and operating the child care facility.

NEW SECTI ON. Sec. 9. The departnent shall adopt rules to
adm nister this chapter and sections 5 and 6 of this act.

NEW SECTI ON. Sec. 10. Sections 1 through 4 and 7 through 9 of
this act constitute a new chapter in Title 82 RCW

NEW SECTION.  Sec. 11. This act takes effect January 1, 1998.

--- END ---
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