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SPONSOR STATEMENT 
Senate Bill 1037J

SB 103 encou rag e s  c o rp o ra t io n s  in  A la sk a  to p ro v id e  ch ild  ca re  fo r  em p lo y ees . The  b i ll 
o f fe rs  u p  to $ 100 ,0 00  in in com e  tax c red its  to business ' that b u i ld , rem o d e l, m a in ta in  o r 
op e ra te  a c h ild  care fa c i lity  fo r  the em p lo y ee s  o f  the c om p an y . T h e  tax b reak  can o n ly  
be c la im ed  o n e  tim e.

A t least 2 7  states have  p assed  law s  en cou rag in g  c o rp o ra t io n s  to p ro v id e  ch ild  care. 
M an y  o f  these states h ave  p a ssed  a c om b in a tion  o f  m easu res . T h e  s im p le s t fo rm  is to 
p ro v id e  a tax c red it to  c o rp o ra tio n s . A t least 17 states h a v e  p assed  leg is la t io n  o ffe r in g  
m on e ta ry  in cen tiv e  fo r  c o rp o ra t io n s .

T h e re  is n o  g re a te r concern  fo r  w o rk in g  pa ren ts  than the a b i li ty  to  ob ta in  q u a lity , 
a f fo rd a b le  a n d  d ep en d ab le  c h ild  care. W hen  that ch ild  care  is d e v e lo p e d  to co inc ide  
w ith  the h o u rs  a n d  d em and s  o f  the em p lo y e r e v e ry o n e  bene fits . T he  ab ility  to attract 
a n d  re ta in  g o o d  em p lo y ee s  is enhanced  by  the com pan ie s  re c o g n itio n  o f  the im po rtan ce  
o f  c h ild  care. P ro d u c t iv ity  o f  em p lo y e e s  is in c reased  w hen  w o rr ie s  ab ou t c h ild  care 
a re  le ssened  o r  e lim in a ted . S tu d ie s  a ls o  sh ow  that m a te rn ity  le a v e  tim e and  absen te ism  
a re  re d u c ed  w ith  g o o d  c o rp o ra te -sp o n so re d  ch ild  care.

A la sk a  has a t le a s t tw o  e xc e lle n t exam p le s  o f  e ffe c tiv e , e ffic ie n t , c o rp o ra te  ch ild  care 
fa c ilit ie s : the P ro v id e n c e  C en te r f o r  C h i ld  D e v e lo pm en t a n d  the BP  E a r ly  L e a rn in g  
C en te r. O n e  is lo c a ted  on -s ite  a n d  one  is a n e a rb y  fa c ility . T h is  b i l l is be ing  in trod u ced  
in  the h o p e  that m o ie  e m p lo y e rs  in  A la sk a  w i l l c on s id e r p ro v id in g  ch ild  care fac ilit ie s  
fo r  th e ir em p lo y e e s .

Sou th  A nchorage  • In d ia n  • B ird  C reek  • G irdw ood  • H ope  • K e tta i • N ik is k i  • K a t ifo rn s k y  Beach
O  D u r in g  Session : S ta te  C a p ita l •J u n e a u , A K  9 9 8 0 1  • ( 9 0 7 )  4 6 5 - 4 9 4 0  • ( 9 0 7 )  4 6 5 - 5 7 6 6  FAX  
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B i l l A na lys is

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. A taxpayer 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.

O pe ra tin g 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.




