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SPONSOR STATEMENT
7 Senate Bill 103

SB 103 encourages corporations in Alaska to provide child care for employees. The bill
offers up to $100,000 in income tax credits to business' that build, remodel, maintain or
operate a child care facility for the employees of the company. The tax break can only
be claimed one time.

At least 27 states have passed laws encouraging corporations to provide child care.
Many of these states have passed a combination of measures. The simplest form is to
provide a tax credit to corporations. At least 17 states have passed legislation offering
monetary incentive for corporations.

There is no greater concern for working parents than the ability to obtain quality,
affordable and dependable child care. When that child care is developed to coincide
with the hours and demands of the employer everyone benefits. The ability to attract
and retain good employees is enhanced by the companies recognition of the importance
of child care. Productivity of employees isincreased when worries about child care

are lessened or eliminated. Studies also show that maternity leave time and absenteism

are reduced with good corporate-sponsored child care.

Alaska has at least two excellent examples of effective, efficient, corporate child care
facilities: the Providence Center for Child Development and the BP Early Learning
Center. One is located on-site and one is a nearby facility. This bill is being introduced
in the hope that moie employers in Alaska will consider providing child care facilities

for theiremployees.
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Bill Analysis

This bill amends corporation net income tax statutes (AS 43.20) to provide for a tax credit not
to exceed $100,000 for costs of building, remodeling, maintaining or operating a child care
facility which is operated by a taxpayer to care for the minor children of the taxpayer's
employees. Ataxpayer may claim a child care tax credit only one time.

This bill takes effect January 1, 1996 and applies to tax years that begin on or after January
1, 1996.

Operating Costs

Department of Revenue does not anticipate any additional costs for administering the child
care tax credit program. The Department will update its returns to allow for taxpayers to claim

the credit.

Revenue

Department of Revenue is unable to determine revenue impacts of this bill because it is not
feasible to estimate how many child care facilities would qualify for credits under this bill and
the magnitude of costs associated with the facilities.

Since taxpayers are currently able to deduct costs associated with child care facilities in
calculating their taxable income, a $100,000 expenditure may yield them benefit of $109,400
as follows: $9,400 benefit from a tax deduction ($100,000 times the maximum 9.4%
corporation tax rate) plus the $100,000 credit. The Department recommends that legislature
consider changes on lines 10 and 11 to read, "the taxpayer may not use the same costs on
which the credit was based to claim a credit or a deduction from income under this or
under another provision of this title." to limit the taxpayer’s maximum tax benefit to just

3100,000.

Based on information from Department of Health and Social Services, there are currently
about 750 licensed child care facilities in Alaska. It is unclear whether a child care facility
eligible for this credit wr uld have to provide care solely for children of the taxpayer’s
employees. Under this bill, it may be possible for a taxpayer to claim a credit for costs
associated with a child care facility (operated by the employer) for a facility which cares for
children of both employees and the public. If this is the case, taxpayers would be able to
claim credits for costs associated with the care of the general public’s children and thus have
an incentive not available to all private child care facilities.

This bill applies to tax years beginning on or after January 1, 1996. Since corporation
taxpayers file annual returns, the first returns for which a credit could be claimed (calendar
year 1996) are not due until April 1997. Therefore, this bill have no revenue impact for FY 96.





