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Requested by Legislative Council

01/12/2019

Bill/Resolution No.: SB 2237

1 A. State fiscal effect: Identify the state fiscal effect and the fiscal effect on agency appropriations compared to funding 
levels and appropriations anticipated under current law.

2017-2019 Biennium 2019-2021 Biennium 2021-2023 Biennium

General Fund Other Funds General Fund Other Funds General Fund Other Funds

Revenues

Expenditures

Appropriations

1 B. County, city, school district and township fiscal effect: Identify the fiscal effect on the appropriate political  
subdivision.

2017-2019 Biennium 2019-2021 Biennium 2021-2023 Biennium

Counties

Cities

School Districts

Townships

2 A. Bill and fiscal impact summary: Provide a brief summary of the measure, including description of the provisions 
having fiscal impact (limited to 300 characters).

SB 2237 creates a new income tax credit or a deduction that can be claimed by a business that reimburses an 
employee for amounts the employee pays to provide child care for a minor under the legal guardianship of the 
employee.

B. Fiscal impact sections: Identify and provide a brief description of the sections of the measure which have fiscal  
impact. Include any assumptions and comments relevant to the analysis.

Section 1 of SB 2237 allows an income tax credit to a corporation equal to the amount paid to reimburse an 
employee for child care costs the employee incurs and pays as a legal guardian of a minor. The child care must be 
provided by a North Dakota-licensed child care provider. The credit is allowed in the tax year the reimbursement 
amount is paid. If the credit amount is more than the corporation's tax liability, the corporation may apply the unused 
portion against its tax liability in subsequent tax years. 

Section 2 of SB 2237 allows an income tax deduction for employers that are not corporations, but file as individuals, 
who reimburse employees for child care costs. The deduction is equal to twice the amount paid by the business to 
reimburse employees for qualified child care expenditures.

3. State fiscal effect detail: For information shown under state fiscal effect in 1A, please:

A. Revenues: Explain the revenue amounts. Provide detail, when appropriate, for each revenue type and fund 
affected and any amounts included in the executive budget.

If enacted, SB 2237 will potentially reduce state general fund revenues for the 2019-21 biennium. The amount of the 
reduction cannot be determined because it is not known to what extent that businesses currently reimburse 
employees for child care expenses, or the amount they may choose to do so if SB 2237 is enacted.



B. Expenditures: Explain the expenditure amounts. Provide detail, when appropriate, for each agency, line item, and 
fund affected and the number of FTE positions affected.

C. Appropriations: Explain the appropriation amounts. Provide detail, when appropriate, for each agency and fund 
affected. Explain the relationship between the amounts shown for expenditures and appropriations. Indicate whether 
the appropriation or a part of the appropriation is included in the executive budget or relates to a continuing 
appropriation.
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Agency: Office of Tax Commissioner
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Explanation or reason for introduction of bill/resolution: 

 
A BILL for an Act to create and enact a new section to chapter 57-38 and a new subdivision 
to subsection 2 of section 57-38-30.3 of the North Dakota Century Code, relating to a 
corporate income tax credit and an employer deduction for reimbursement of employee child 
care expenditures; and to provide an effective date. 
 

Minutes:                                                 Attachments: 1-2 

 
Chairman Cook: Called the hearing to order on SB 2237. 
 
Senator JoNell Bakke, District 43, Grand Forks: Introduced SB 2237. See attachment #1. 
I just left Judiciary, where we had a very emotional testimony on the need for licensed 
childcare in our state. There were three women there who had their kids in unlicensed 
childcare and all three of them were seriously injured and abused. It gave me more support 
for my belief that we need to have licensed childcare. The intent of giving a tax credit of 
double what they gave their employees to smaller businesses was that if you have a large 
corporation, it is much more possible for them to give that money. A smaller company might 
want to do this and so they would get double the tax credit. When this bill was heard in the 
house, there were several amendments that they felt clarified the bill. I had legislative council 
draw up those amendments. I will leave it to the discretion of the committee to see if you 
want those.  
 
Chairman Cook: When was this Senate bill heard in the house? 
 
JoNell Bakke: No, there was a House bill very similar to this and these are some of the 
amendments that the House proposed  
 
Senator Patten: It doesn’t show a fiscal note attached to this.  
 
Senator Bakke: I wasn’t given one.  
 
Chairman Cook: I have a fiscal note.  
 
Senator Patten: That is what I was asking, there are no numbers or value shown. 
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Chairman Cook: You mentioned, LLP’s are small corporations. I do not think that is covered 
in section 2.  
 
Senator Bakke: That is covered in section 2. 
 
Arik Spencer, President and CEO of the Greater North Dakota Chamber (GNDC): 
Testified in favor of the bill. We believe in incentive based ideas to help employers solve work 
force issues. It is always preferable to mandate. We know you are going to have a lot of bills 
related to addressing work force issue. We simply ask that you give them thoughtful 
consideration.  
 
Chairman Cook: Do you believe the corporations should be treated differently than the small 
businesses and self-employers? 
 
Arik Spencer: We believe that all businesses should be treated equally. 
 
Jennifer Greuel, Economic Development Association of North Dakota (EDND): Testified 
in favor of the bill. See attachment #2. We just express out support for anything addressing 
work force availability. I do have facts on my testimony regarding the average daycare cost. 
I will stand for any question.  
 
Matt Peyerl, Tax Department: Testified neutrally for SB 2237. There was a similar House 
bill and I wasn’t at that hearing but I called Joe Becker and he did provide similar input to that 
committee and maybe that is behind some of the amendments. Regardless, I will share those 
with you. Regarding section 2, that is an actual deduction from income. That is different that 
a tax income. Section 1 is a corporate income tax credit. It is 100% dollar per dollar credit. If 
you spend $1000 on child care, you get $1000 credit on your state taxes. Section 2 deduction, 
is if you spend $1000 on child care, you get a $1000 deduction which might save you 2% or 
whatever your tax rate is and then double that. It is still much smaller. The other item is that 
our read of section 2 relates to an individual tax payer that is an employer, and it sounds like 
the intent is that it would apply to pass through any of these sectors as corporations and 
partnerships as well. That might also be addressed in some of those pending amendments.  
 
Chairman Cook: Closed the hearing on SB 2237. 
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Explanation or reason for introduction of bill/resolution: 

 
A BILL for an Act to create and enact a new section to chapter 57-38 and a new subdivision 
to subsection 2 of section 57-38-30.3 of the North Dakota Century Code, relating to a 
corporate income tax credit and an employer deduction for reimbursement of employee child 
care expenditures; and to provide an effective date. 
 

Minutes:                                                 Attachments: 1 

 
Chairman Cook: We will call the Senator Finance and Tax Committee to order. This is 
Senator Bakke’s attempt to get child care paid for by the state by giving corporate employers 
to have a deduction. There is no fiscal note. If you put a law in place where an employer who 
pays your child care for you, can deduct the whole cost from his tax, then pretty much every 
employer is going to offer it and the state is going to be paying for all child care. That is going 
to have a huge cost. It would be a sweet deal but I do not think it is one that we can afford.  
 
Senator Dotzenrod: It looks like the credit is a 100% credit. It is not like they can cover 1/3 
of the cost. It is all there. I have those amendments that she had with her. They are at my 
desk. I do not know what they do. I will run up and get them. Distributed proposed 
amendments. See attachment #1. This would mean that they would apply to all employers; 
partnerships, sole proprietorships, and not just those that are corporate. It wouldn’t have to 
be an incorporated business.  
 
Chairman Cook: The original bill wouldn’t have to be an incorporate business either but if 
you went to incorporated, you got a deduction of your income rather than a credit. 
 
Senator Dotzenrod: It’s a big expansion on the kinds of employers that would be eligible.  
 
Chairman Cook: It allows a carry over, until it is all gone.  
 
Senator Dotzenrod: Would it have the effect of meaning free child care paid by the state. 
 
Senator Patten: That is how I read it.  
 
Chairman Cook: Child care would also go up rather quickly. 
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Senator Unruh: If the state was going to pay for my child care, my kids are just on the verge 
where they are not in child care anymore, but if the state was going to pay for it, I may put 
them back in. That would increase the cost of childcare most definitely. I think there would 
be a lot of people in the same situation.  
 
Senator Dotzenrod: You could argue that it promotes placing children in child care as 
opposed to finding alternatives.  
 
Senator Patten: You could argue that one of the child’s parents could be at home and still 
put their child in day care and have someone pay for it.  
 
Senator Unruh: I would move a Do Not Pass on SB 2237.  
 
Senator Patten: Seconded. 
 
Chairman Cook: Any discussion? 
 
Senator Kannianen: The problem we have in the state is the shortage of daycare providers. 
We don’t have a problem with them not getting paid, we just have a shortage of the providers. 
This would only increase that problem.  
 
Senator Dotzenrod: I recognize there are issues in this bill that would make it difficult to go 
along with this. I will vote against the motion just in sympathy for Senator Bakke having her 
heart in the right place on this, but I can understand where there would be issues if this would 
be adopted. I understand what the committee needs to do.  
 
A roll call vote was taken. 5 yeas, 1 nays, 0 absent.  
 
Motion carried.  
 
Senator Patten will carry the bill.  
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