Joint Committee on Children, Youth, and Families

Senator Nancy J. King, Senate Chair
Delegate Ariana B. Kelly, House Chair

Agenda
Tuesday, November 15, 2016, 10:00 a.m.
Room 120, House Office Building
Annapolis, Maryland

II.

III.

IV.

Call to Order and Chairs’ Opening Remarks

Department of Legislative Services
° Mr. J. Ryan Bishop, Senior Manager
] Mr. Benjamin A. Blank, Policy Analyst

] Mr. George H. Butler, Senior Policy Analyst

Center for American Progress

L Mr. Simon Workman, Associate Director, Early Childhood Policy

Discussion — Recommendations and Potential Legislation Regarding Child Care

] Topics to Consider Based on Prior Meetings Include:
a. Child Care Affordability — Tax Incentives and Child Care Subsidy Program
b. Barriers to Quality Child Care

C. Child Care Licensing — Process and Cost

Closing Remarks and Adjournment
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Early Learnihg in Marylana

By Jessica Troe  July 2016

Maryland families need access to affordable child care and preschool to support working
parents and to ensure that children start kindergarten ready to learn. During the first five
years of life, children learn critical skills such as language and socio-emotional regula-
tion, which provide a foundation for lifelong learning.' High-quality preschool and child
care can support healthy development and enable parents to work. Unfortunately, too
many children are left behind by the status qﬁo. In fact, differences in children’s cogni-
tive abilities by income are evident at only 9 months old and significantly widen by the
time children are age 2. Early learning has positive impacts for children, families, and

the economy:.? It’s time to work to put these programs within reach.

Maryland families need access to high-quality child care and preschool
Maryland has 423,253 children under age 6,* 72 percent of whom have all available

parents in the workforce.®

High-quality child care and preschool programs help narrow school readiness gaps, which
is particularly important for children of color and those living in low-income families.

The cost of child care is out of reach for families
Annual costs at a child care center in Maryland average $23,032 for an infant and a
4-year-old,” which is 26 percent of the median income for families with children.'

For low-income families and people of color, the average cost of child care would consti-

tute the majority of income in most cases."

The current child care system is failing Maryland families

On average, the Child Care and Development Block Grant, or CCDBG, serves only 8
percent of federally eligible children in Maryland.'* This results in only 18,300 Maryland
children served through CCDBG funds." Of those served, 56 percent attend licensed or

regulated center-based care."

1 Center for American Progress | Early Learning in Maryland

Children living in
low-income families’

M Share of children younger
than age 6 living in low-income
households

Race and ethnicity of
U.S. children younger
than age 5°

42% B White

30% M African American
16% M Latino

6% M Asian

American Indian and
Alaska Native

<0.5% M Native Hawaiian and
Other Pacific Islander

5% M Two or more races

58 percent

of Maryland’s children under age 5
are children of color.



Maryland families need greater access to high-quality preschool programs

The Maryland Prekindergarten Program provides public preschool for 4-year-olds in
low-income families. Maryland also has 25 learning centers to provide comprehensive
services for children under age 6." This preschool program meets 8 quality benchmarks
set by the National Institute for Early Education Research and spends $3,572 annually

per student.

In Maryland, 13 percent of 3-year-olds and 46 percent of 4-year-olds are enrolled in a

public preschool program.'

Investing in high-quality early learning programs affects economies
Making child care more affordable for families can increase mothers’ workforce partici-

pation, resulting in a boost to the state’s economy."’

In Maryland, if child care costs did not exceed more than 10 percent of a family’s

income, the state’s economy would increase nearly $43.78 million."®

We can do better for Maryland families
The Center for American Progress proposes two solutions to put high-quality child care
and preschool within reach for Maryland families and create an early childhood learning

continuum for children:

¢ A new High-Quality Child Care Tax Credit would help families afford high-quality
care for their children. This tax credit would benefit an estimated 74,000 children in

Maryland' and save families an average of $10,697 per year on child care costs.”
* Voluntary universal preschool for all 3- and 4-year-olds.”! This would increase access

for 119,000 children in Maryland.*

Jessica Troe is the Policy and Outreach Coordinator for the Early Childhood Policy team at

the Center for American Progress.
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Cost of child care as
a share of income for
people of color™

American Indian N/A
Asian and Pacific Islander 22%
African American 39%

Latino 43%

Cost of child care as
a share of income for
low-income families

100 percent of the

0
federal poverty level 2
150 percent of the 63%
federal poverty level
200 percent of the 48%

federal poverty level
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Testimony Concerning Child Care Tax Incentives and
Child Care Affordability for the Middle Class
Presented to the Joint Committee on Children, Youth, and Families

November 15, 2016

The high cost of child care poses enormous challenges for working families
in Maryland at many —perhaps even most—socio-economic levels. While
the State’s Child Care Subsidy Program currently provides limited assistance
for very low-income families (those earning no more than $23,676 in a family
of three, for example), most Maryland families must meet child care costs
largely on their own. To keep middle-income parents earning and keep their
young children learning, the State can improve income tax provisions that
help families afford child care.

Maryland Family Network has worked since 1945 to improve the
availability, affordability, and quality of child care, family support services,
and early education. We have been active in state and federal debates on
education and welfare reform and are strongly committed to ensuring that
low- and moderate-income families—and indeed, all families—have the
supports they need to care for their children and achieve self-sufficiency.

Maryland has both a state child care tax credit and a child care tax
deduction. Maryland taxpayers earning up to $50,000 are entitled to a non-
refundable state child care tax credit, with a maximum value from $683 for
families earning $15,000 or less, to $390 for families earning up to $50,000.
Neither the amount of the credit nor the income ceiling offers significant
assistance to middle-income families, whose annual child care bill for a child
under age two can easily exceed $10,000. All Maryland families are eligible
for a child care tax deduction of $3,000 for one child or $6,000 for two or
more children. The maximum value of the tax deduction, for families in the
highest tax bracket earning over $300,000, is $345. However, these tax
provisions could be modified to make them more beneficial to families.

Make the credit refundable: The lowest-income families are likely to have so
little state tax liability that unless the credit is refundable, they will derive
little or no actual benefit from it. Without refundability, a tax credit that
looks generous on paper may in fact provide relatively little assistance to




many families. In addition, refundable credits put cash in low- and
moderate income families” hands to help meet child care and other
expenses. Making the Maryland child care tax credit refundable is the best
way to enable low- and moderate-income families to benefit from it.

Base the credit on an unreduced federal credit: Maryland’s credit is based
on the federal child and dependent care tax credit (CDCTC), which is also
nonrefundable. Many families lack the federal tax liability to fully take
advantage of a nonrefundable credit like the federal CDCTC, even though
the federal credit is designed to benefit lower income families the most.

For example, for tax year 2015, a single mother with two children and an
adjusted gross income (AGI) of $29,000 will only have $775 in federal tax
liability (after standard deductions and personal exemptions)—so although
she is entitled to a federal CDCTC of $1,680, she can only claim a federal
credit of $775, because the credit is not refundable.l! For tax year 2015,
married couples with two children and an AGI of $29,000 will only have $40
in federal tax liability (after standard deductions and personal
exemptions)—so although they are entitled to a federal child and dependent
care tax credit of $1,680, they can only claim a federal credit of $40 because
the credit is not refundable. If families have no, or a small, federal CDCTC,
their Maryland credit will similarly be small or nonexistent. Thus, the
Maryland credit could offer a more significant benefit to low- and moderate-
income families if it were based on the federal CDCTC before it is reduced
by federal tax liability, or if families could claim the Maryland credit without
regard to whether or not they claimed the federal credit.

Increase the child care tax deduction to reflect the actual cost to families:
When parents pay in excess of $10,000 per child in fees for child care, a
$6,000 deduction for two or more children—which will result in, at most, a
$345 tax savings—is not a significant incentive to encourage parents to
choose high-quality child care. We urge the State to consider raising the
maximum deduction to cover the full child care cost that families pay.

MEN thanks the Committee for its consideration.

(1 All figures are National Women’s Law Center calculations. Assumes $6,000 in child care costs.
21 Assumes $6,000 in child care costs.
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Joint Committee on Children, Youth and Families
Nancy J. King, Senate Chair

Ariana B. Kelly, House Chair

House Office Building

6 Bladen Street, Room 120

Annapolis, MD 21401

Senator Nancy King, Delegate Kelly and Esteemed Committee Members:

The Maryland State Child Care Association (MSCCA) is a non-profit, statewide, professional association incorporated in 1984 to
promote the growth and development of child care and learning centers in Maryland. We have 10 Chapters in Maryland and
represent membership in Baltimore City, as well as 23 counties. MSCCA has over 2500 members and our members provide care and
learning for more than 12,000 children therefore assisting over 20,000 working parents. We believe children are our most important
natural resource and work hard to advocate for children, families and for professionalism within the child care provider community.

MSCCA supports affordable child care and tax benefits for ALL parents through:

~Refundable tax credits

~Expanding/Increasing the current subtraction benefit in Maryland

~Requiring parents to provide the license/registration number of the legal child care provider/program on tax forms which will
promote accountability and reward law abiding, taxpaying providers and parents in Maryland

Maryland legislators passed HB 329 and SB 312 in 2016 which imposes penalties for anyone advertising for child care services
without posting a valid license/registration number. This legislation is an important step in the effort to eliminate illegal, unsafe child
care practices. Children need to be protected, parents need to be informed and legal, licensed, professional child care programs
should not have to compete with unlicensed, illegal care. Requiring parents to provide a valid license number issued by the state of
Maryland for child care providers/programs when filing the 502 forms or any child care related IRS forms will allow licensed child
care to be a better choice financially for parents while also holding the child care provider and the parent accountable and prevent
fraudulent practices.

It is important to consider tax benefits for businesses that support child care, tax benefits for providers, and tax benefits for
teachers. While the child care provider community appreciates any financial help we can get, allocating available financial resources
towards assisting our parents seems the most efficient and fair way to support our system of child care.

Maryland currently has a subtraction benefit that allows you to reduce your taxable income by your actual child care expenses up to
$3000 ($6000 for two children), and a tax credit that reduces the amount of tax you owe by up to 32.5% of the federal credit if you
are a family making $41,000 or less. It is phased out to zero if you are making more than $50,000. It is not refundable, but may be
carried forward to another tax year. MSCCA recommends substantially expanding the subtraction benefit so that it is tied to the
average cost of care and so that it goes up if costs of care go up. The tax credit should be 50-100% of the federal credit, should be
refundable, and should be available to a much higher income level. The goal should be that we meet the federal affordability
recommendation that no family pays more than 10% of their income for child care.



The child and dependent care credit is a tax break specifically for working people, says Matt Becker, a financial planner and founder
of Mom and Dad Money. "Child care is expensive, and the cost gives many parents pause about whether it's worth returning to the
workforce," Becker says. "But the child and dependent care credit can make it a little easier for parents to keep working without
putting too much stress on their budget."

New research indicates that the earned income tax credits and child care tax credits have been successful in boosting work effort
and earnings generationally. Children whose families receive more income from refundable tax credits do better in school, are
likelier to attend college, and likely earn more as adults; they also are likelier to avoid the early onset of disabilities and other
ilinesses associated with child poverty, which further enhances their earnings ability as adults.

MSCCA appreciates the efforts of this Committee to hear and act on all testimony submitted with the goal of impacting positive,
necessary change for children, families and child care providers across the state.

Christina Peusch, Executive Director
Maryland State Child Care Association
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Maryland Association for the Education of Young Children (MDAEYC) is a professional organization of over 1,500
Marylanders who educate and care for young children in all jurisdictions of the State, and is the Maryland affiliate
of the National Association for the Education of Young Children. (NAEYC)

NAEYC is a nationally respected association leading the country in standards of early care and education, as well as
influencing public policy at a federal level.

November 15, 2016

Joint Committee on Children, Youth and Families
Nancy J. King, Senate Chair

Ariana B. Kelly, House Chair

House Office Building

6 Bladen Street, Room 120

Annapolis, MD 21401

Senator Nancy King, Delegate Kelly and Esteemed Committee Members:
MDAEYC appreciates the opportunity to share written comments on the topic of child care.

MDAEYC supports affordable child care and tax benefits for ALL parents through:

~Refundable tax credits

~Expanding tax credits and index credits to inflation

~Review of state models linking accreditation and tax credits for parents

~Requiring parents to provide the license/registration number of the legal child care provider/program on tax
forms which will promote accountability and reward law abiding, taxpaying providers and parents in Maryland

MDAEYC aligns with NAEYC and recommends making the Dependent Care Tax Credit refundable so that it can help
more low-income families afford care. Expand the sliding scale for determining the amount of the credit, to help
middle- and low-income families; index the credit to inflation; and provide a larger credit for families using child
care programs that attain national accreditation or a higher level on the state’s quality-rating system.

There is a model in place connecting tax credits to National Accreditation. Rather than providing incentives to
programs, Arkansas and Maine offer a tax credit to families who send their children to an NAEYC-accredited child
care programs. In Arkansas, this credit essentially doubles the state child care tax credit. Louisiana has a set of
school readiness tax credits that are linked to the state’s QRIS. Dependent on the check level rating of a program,
as well as the number of children enrolled in the program who receive assistance through the Child Care
Assistance Program, child care teachers and directors can receive two types of refundable tax credits. In addition,
employers can receive a refundable tax credit for eligible child care expenses, also dependent on the check level
rating of the child care program. MDAEYC recommends review of these models and suggest including all national
and state level accredited programs which is inclusive of nationally accredited family child care programs.



Maryland legislators passed HB 329 and SB 312 in 2016 which imposes penalties for anyone advertising for child
care services without posting a valid license/registration number. This legislation is an important step in the effort
to eliminate illegal, unsafe child care practices. Children need to be protected, parents need to be informed and
legal, licensed, professional child care programs should not have to compete with unlicensed, illegal care.
Requiring parents to provide a valid license number issued by the state of Maryland for child care
providers/programs when filing the 502 forms or any child care related IRS forms will allow licensed child care to
be a better choice financially for parents while also holding the child care provider and the parent accountable and
prevent fraudulent practices.

Itis important to consider tax benefits for businesses that support child care, tax benefits for providers, and tax
benefits for teachers. While the child care provider community appreciates any financial help we can get,
allocating available financial resources towards assisting our parents seems the most efficient and fair way to
support our system of child care.

New research indicates that the earned income tax credits and child care tax credits have been successful in
boosting work effort and earnings generationally. Children whose families receive more income from refundable
tax credits do better in school, are likelier to attend college, and likely earn more as adults; they also are likelier to
avoid the early onset of disabilities and other ilinesses associated with child poverty, which further enhances their
earnings ability as adults.

MSCCA appreciates the efforts of this Committee to hear and act on all testimony submitted in order to impact
positive, necessary change for children, families and child care providers across the state.

Christina Peusch, Executive Director
Maryland Association for the Education of Young Children
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