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' e y  LJ LI  u  L r i

D E P A R T M E N T  o f  r e v e n u e

OFFICE OF 1HE COMMISSIONED !  POUCH S —  JUNEAU 99801

A p r i l  25, 1975

Th e  H o n o r a b l e  Bill Ray 

C h a i r m a n

S e n a t e  F i n a n c e  C o m m i t t e e  

A l a s k a  S t a t e  L e g i s l a t u r e  

S t a t e  Capi t o l  

J u n e a u ,  Al a s k a

Re: H o u s e  Bill No. 320

D e a r  S e n a t o r  Ray:

H o u s e  Bill No. 320, an Act r e l a t i n g  to w i t h h o l d i n g  tax was introduced in the 

S e n a t e  on A p r i l  24, 1975 and wa s  r ef e r r e d  to the S e n a t e  F i n a n c e  Committee.

F o r  the c o n s i d e r a t i o n  of the S e n a t e  F i n a n c e  Comm i tt e e ,  I am e n c l o s i n g  a copy of 

a m e m o r a n d u m  dated A p r i l  3, 1975 from F r e d e r i c k  P. Boetsch, D e p u t y  C om m i s s i o n er ,  

D e p a r t m e n t  of Revenue, to the w r i t e r  a d v i s i n g  of the n e c e s s i t y  of the p r oposed 

l e g i s l a t i o n  in or d e r  to p r o t e c t  the S t a t e  Treasury.

F o r  the i n f o r m a t i o n  of the F i n a n c e  C ommittee, I a m  als o  e n c l o s i n g  a s c he d u l e  of 

w i t h h o l d i n g  tax c o l l e c ti o n s  for the p ast four years. T h e  s c he d u l e  w i l l  indic a t e 

that of total gross i n d i v i d u a l  in c o m e  tax collection.: for the fiscal y e a r  e n d­

ing J u n e  30, 1974 the w i t h h o l d i n g  tax amoun t e d  to 8 6. 6 4  p e r c e n t  of the total 

i n d i v i d u a l  inc o m e  tax c o l l e ctions, thus b e i n g  a h i g h l y  e f f e c t i v e  m e a n s  of 

c o l l e c t i o n  of taxes o n  w ages earned in Alaska.

If you or a n y m e m b e r s  of the S en a t e  F i n a n c e  C o m m i t t e e  h a v e  any que s ti o n s  on 

the m a t e r i a l  submitted, p l e a s e  t e l e p h o n e  the w r i t e r  at 4 6 5 - 2 3 9 7  and I will 

c o n t a c t  Mr. B o e t s c h  for furt h e r m a t e r i a l  or testimony.

Ver y truly yours,

R. D. S t e v e n s o n  

S p e c i a l  A s s i s t a n t

D S : eh

cc: F r e d e r i c k  P. B o e t s c h

D e p u t y  C o m m i s s i o n e r  

D e p a r t m e n t  of R e ve n u e
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R. D. S t e v e n s o n  

S p e c i a l  A s s i s t a n t

DATE A p r i l  3, 1 9 7 5

FROM:
F r e d e r i c k  P. B o e t s c h ,  G.P.A. 

D e p u t y  C o m m i s s i o n e r ,  T a x a t i o n

SUB JEC Ti
R e g u l a t i o n  o f  W i t h h o l d i n g  T a x  R a t e s  

H o u s e  B ill 320

T h i s  b i l l  w o u l d  a m e n d  *AS 4 3 . 2 0 . 1 7 0  (a) w h i c h  p r o v i d e s  t h a t  the w i t h h o l d i n g  

r a t e  f o r  A l a s k a  i n c o m e  ta x  p u r p o s e s  is 20. 5  p e r c e n t  o f  the a p p r o p r i a t e  

F e d e r a l  w i t h h o l d i n g .  I n s t e a d  of s p e c i f y i n g  a p e r c e n t a g e  i n  the S t a t u t e ,  

a u t h o r i t y  w o u l d  b e  g i v e n  to the D e p a r t m e n c  o f  R e v e n u e  to p u b l i s h  a n  

a p p r o p r i a t e  r a t e  of w i t h h o l d i n g  e x p r e s s e d  as a p e r c e n t a g e  o f  t h e a m o u n t  

r e q u i r e d  to b e  w i t h h e l d  u n d e r  th e  F e d e r a l  tables. T h a t  p e r c e n t a g e  w o u l d  b e  

c o m p u t e d  i n  s u c h  a m a n n e r  to a p p r o x i m a t e  th e  a m o u n t  of tax d u e  o n  th e  w a g e s  

u n d e r  the A l a s k a  N e t  I n c o m e  T a x  Act. Th e  p u r p o s e  of this b i l l  is to e l i m i n a t e  

t h e  n e c e s s i t y  to a l t e r  the p e r c e n t a g e  b y  s t a t u t o r y  a m e n d m e n t  e v e r y  t i m e  t h e  

F e d e r a l  g o v e r n m e n t  c h a n g e s  its w i t h h o l d i n g .

S i n c e  the A l a s k a  N e t  I n c o m e  T a x  r a t es  ar e  fixed, it m a k e s  s e n s e  t h a t  the 

A l a s k a  w i t h h o l d i n g  t a x  t a b l e s  s h o u l d  a l s o  r e m a i n  c o n s t a n t  u n l e s s  t h e r e  a r e  

c h a n g e s  in the d e f i n i t i o n  o f  t a x a b l e  inco m e .  T h e r e  s h o u l d  not, h o w e v e r ,  b e  

a c h a n g e  in the A l a s k a  w i t h h o l d i n g  t a b le  e v e r y  time the F e d e r a l  t a b l e s  

c h a n g e  s i n c e  t h o s e  c h a n g e s  a r e  o f t e n  b a s e d  on c h a n g e s  in t h e  F e d e r a l  r at e s .

A s  a c o n v e n i e n c e  to the e m p l o y e r s ,  w e  h a v e  e s t a b l i s h e d •a p r o c e d u r e  w h e r e b y  

t h e  e m p l o y e r  n e e d  o n l y  t a k e  a c e r t a i n  p e r c e n t a g e  of the F e d e r a l  w i t h h o l d i n g  

in o r d e r  to c o m p u t e  t h e  A l a s k a  tax w i t h h e l d .  Ir. o r d e r  to m a k e  thi s w o r k ,  

it is n e c e s s a r y  tha t  the A l a s k a  w i t h h o l d i n g  r a t e  b e  a d j u s t e d  e v e r y  ti m e  t he  

F e d e r a l  t a b l e s  c h a n g e .  T h i s  h a p p e n s  so f r e q u e n t l y  that it c r e a t e s  an 

u n n e c e s s a r y  b u r d e n  to r e q u i r e  tha t  the l a w  be c h a n g e d  e v e r y  t i m e  the F e d e r a l  

w i t h h o l d i n g  t a b l e s  chan ge .

F o r  e x a m p l e ,  the P r e s i d e n t  h a s  s i g n e d  int o  la w  a n e w  ta x  m e a s u r e  w h i c h  w i l l  

c a u s e  F e d e r a l  w i t h h o l d i n g  t a b l e s  to c h a n g e  in M a y  and a g a i n  in J a n u a r y  o f  

1976. In o r d e r  for us to m a i n t a i n  a c o n s t a n t  r a t e  of w i t h h o l d i n g  it w o u l d  

b e  n e c e s s a r y  to a m e n d  o u r  c u r r e n t  law, b o t h  n o w  and a g a i n  fo r  J a n u a r y .

It is m u c h  s i m p l e r  a n d  m o r e  s t r a i g h t f o r w a r d  p r o c e d u r e  to a l l o w  the 

D e p a r t m e n t  to set the a p p r o p r i a t e  r a t e  b a s e d  o n  t i m e l y  i n f o r m a t i o n  r e c e i v e d  

on  c h a n g e s  in the F e d e r a l  tables. Th i s  w i l l  a l l o w  u s  to m o r e  q u i c k l y  

r e s p o n d  to t h e s e  c h a n g e s  and t h e r e f o r e  p r o t e c t  the S t a t e  T r e a s u r y  f r o m  a n y  

s u d d e n ,  a n d  p o s s i b l y  c o s t l y ,  ch a nges.

A l t h o u g h  t h e  w i t h h o l d i n g  t a x e s  a r e  r e a l l y  a p r e p a y m e n t  of i n c o m e  t a x e s  a n d  

t h e  i n c o m e  tax is d u e  r e g a r d l e s s  o f  w h e t h e r  it is w i t h h e l d ,  w e  b e l i e v e  t h a t  

a d r o p  in r e v e n u e s  c o u l d  o c c u r  if H o u s e  B i l l  3 2 0  is n o t  e n a c t e d .  T h e  w i t h ­

h o l d i n g  s y s t e m  is d e s i g n e d  as a p a y - a s - y o u - g o  w a y  of c o l l e c t i n g  i n c o m e  tax e s .  

S i n c e  m o s t  p e o p l e  u s u a l l y  q u a l i f y  f o r  a r e f u n d  at the end o f  t h e  y e a r ,  it h a s



a l s o  p r o v e n  to b e  a v e r y  e f f e c t i v e  m e a n s  of a s s u r i n g  c o m p l i a n c e .

I n  o u r  c a s e,  w i t h  a l a r g e  t r a n s i e n t  p o p u l a t i o n ,  t h e  w i t h h o l d i n g  s y s t e m  is 

e s s e n t i a l  to o b t a i n  g o o d  c o m p l i a n c e  w i t h  o u r  i n c o m e  tax law. I f  a t r a n s i e n t  

w o r k e r  w o u n d  u p  o w i n g  a t a x  a t  y e a r ’s end it is l ess l i k e l y  t h a t  h e  w o u l d  

f i l e  a r e t u r n  t h a n  if h e  h a s  a refu n d .  T h e r e f o r e ,  it is n e c e s s a r y  t h a t  w e  

b e  a b l e  to s e t  t h e  w i t h h o l d i n g  ta x  at a r a t e  t h a t  w o u l d  r e s u l t  i n  e i t h e r  a 

s m a l l  r e f u n d  o r  s m a l l  a m o u n t  o f  t a x  o w i n g  at y e a r  end.

W e  h a v e  n o t  e s t i m a t e d  the e f f e c t  o n  T r e a s u r y  s i n c e  w e  d o  n o t  k n o w  h o w  m u c h  

c o m p l i a n c e  w o u l d  b e  r e d u c e d  b y  r e d u c e d  w i t h h o l d i n g .  C o l l e c t i o n s  f r o m  t h e  

w i t h h o l d i n g  s y s t e m  w o u l d  d r o p  b y  b e t w e e n  $5 m i l l i o n  and $6 m i l l i o n  p e r  y e a r .  

T h i s  w o u l d  b e  o f f s e t  to s o m e  e x t e n t  by p a y m e n t s  w i t h  tax  r e t u r n s  f iled 

a f t e r  y e a r  end.

T h e r e  a r e  n o  a d m i n i s t r a t i v e  c o s t s  c o n n e c t e d  w i t h  this b ill.

R. D. Stevenson -2- April 3, 1975

F P B : e h



WITHHOLDING - INDIVIDUAL INCOME TAX 
1971 - 1972 - 1973 - 1974

Qtr Ending March 31 
Qtr Ending June 30 
Qtr Ending Sept. 30 
Qtr Ending Dec. 31

locals

Col lections 
1971

S 7,382 .549. 1? 
8.735 .247.58 
10,927,358.15 
8.515,517.45

Collections
1972

S 9,513,815.32 
11,027,906.62 
13,130,135.55 
11,398,006.73

Dollar 
Increase 
Over 
1971

S 2,231,256.13 
2,295,059.04 
2,202,768.09 
2.ES1,059.27

S35,558,712.69 S45,169,365.22 S 9,611,152.53

Per Cent 
Increase 
Over 
1971

30.221
26.30
20.16
33.83

c7.03d

Collections Col lections

Dellar 
Increase 
Over

Per Cent 
Increase 
Over 
1972

Col lections 
1973

Collections
1974

Dollar

S 9,613,815.32 
11,027,906.62 
13,130,135.55 
11.358,006.73

S10.496.745.19 
12,336,145.78 
14,220,907.94 
12,671,889.2(3

S 882,929.87 
1,308,240.15 
1,090,771.39 
1,273.882.55

9. i e •:
11.85
8.31
11.19

$10,496,745.19 
12,336,146.78 
14,220,907.94 
12,671.889.25

S12.7S2.401.73
15,555.406.59
3,667,611.53
23,694.150.76

S,44;,7g 
11 .'22,'71.is c - 0 =

S45.169.065.22 $49.725.609.19 S 4.555.832.97 10.09* S49.725.689.19 S75.699,560.66 S?5.973,-91.4' 52. 2':

Totals

1971 • of 1972 V of 1973 r of 1974 1- of
Collections Total Col lections Total Collections Total Col lections Total

March 31 $ 7,382,5 i. 19 20.75'- S 9,813,815.32 21.28? $10,496,745.19 21.115 $12,782,401.73 16.89?
June 3 8.731,0/.53 24.56 11,027,906.62 24.42 12,335,146.78 24.31 15,555,406.59 2J.55
Sept. 30 10,927,308.46 30.73 13,130,136.55 29.07 14,220,507,94 28.60 23,667,611.53 31.25
Dec. 31 8,516,947.46 23.95 11,398,005.73 25.23 12,671,889.28 25.48 23,694.160.76 31.30

Is 535,558,712.69 100.005 545.169,855.22 100.00? $49,725,689.19 100.005 S75.699_jS0._6_6 lOOjO?

Analysis Individual Income 
Tax FY 6-30-74

Estimated Tax Payments 
Payments with Returns

Sub-Total 
Withholding Tax-Einployers

Total Gross Collections

Total Gross Collections 
Less: Refunds 
Net Collections

Amount

$ 2,972,187.54 
5,231.117.77

S 8,203,305.33 
53,199.2,70.26

S61 403 ■ 17 5.59

S61,403,175,59 
12.218,197.45 
549,184,978.14

’ or 
Total

4.841
8.52

13.36“.
86.64

100.00"
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I n t r o d u c e d :  3 / 2 0 / 7 5
R e f e r r ed :  C o m m e r c e

BY T H E  R U L E S  C O M M I T T E E  BY
I N  T H E  H O U S E  R E Q U E S T  OP T H E  G O V E R N O R

H O U S E  B I L L  NO. 320 

IN T H E  L E G I S L A T U R E  OF T H E  S T A T E  O F  A L A S K A  

N I N T H  L E G I S L A T U R E  - F I R S T  S E S S I O N  

A B I L L

For ar. Act e n t i t l e d :  "An Act r e l a t i n g  to w i t h h o l d i n g  tax; a n d  p r o v i d i n g

fo r  an e f f e c t i v e  d a t e . "

BE IT E N A C T E D  BY T H E  L E G I S L A T U R E  OF T H E  S T A T E  OF  ALAS K A :

* S e c t i o n  1, AS ^ 3 • 2 0 . 170(a) is r e p e a l e d  and r e - e n a c t e d  to read:

(a) E v e r y  e m p l o y e r  m a k i n g  p a y m e n t  o f  w a g e s  or s a l a r i e s  s h al l  

d e d u c t  a n d  w i t h h o l d  an a m o u n t  of tax  c o m p u t e d  in s u c h  a m a n n e r  to 

a p p r o x i m a t e  the a m o u n t  o f  tax due on t h o s e  w a g e s  u n d e r  t h i s  c h a p t e r  

f o r  t h a t  y ear. T h e  d e p a r t m e n t  s h a l l  p u b l i s h  t h e  r a t e  o f  w i t h h o l d i n g  

r e q u i r e d  by t h i s  s e c t i o n  w h i c h  s h a l l  be e x p r e s s e d  as a p e r c e n t a g e  

o f  the a m o u n t  r e q u i r e d  to be w i t h h e l d  u n d e r  sec. 3 ^02 of the I n t e r n a l  

R e v e n u e  C ode of 1 9 5 1*. E v e r y  e m p l o y e r  m a k i n g  a d e d u c t i o n  and a w i t h­

h o l d i n g  s h a l l  f u r n i s h  to the e m p l o y e e  u p o n  r e q u e s t  a r e c o r d  o f  the 

a m o u r t  of  t a x  w i t h h e l d  f r o m  the e m p l o y e e  on a f o r m  p r e s c r i b e d  by 

t h e  d e p a r t m e n t .

* Sec. 2. T h i s  Act t ak e s  e f f e c t  J uly 1, 1975.
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B Y  T H E  R U L E S  C O M M I T T E E  B Y
IN T H E  H O U S E  R E Q U E S T  OF T H E  G O V E R N O R

H O U S E  3 I L L  NO. 320 

IN T H E  L E G I S L A T U R E  OF T H E  S T A T E  O F  A L A S K A  

N I N T H  L E G I S L A T U R E  - F I R S T  S E S S I O N  

A B I L L

F o r  an Act e n t i t l e d :  "An Act r e l a t i n g  to w i t h h o l d i n g  tax; a n d  p r o v i d i n g

for an e f f e c t i v e  d a t e . "

BE IT E N A C T E D  BY T H E  L E G I S L A T U R E  OF T H E  S T A T E  O F  ALASKA:

* S e c t i o n  1. AS ^ 3 . 2 0 , 170(a) is r e p e a l e d  a n d  r e - e n a c t e d  to read:

(a) E v e r y  e m p l o y e r  m a k i n g  p a y m e n t  o f  w a g e s  or s a l a r i e s  s h a l l  

d e d u c t  a n d  w i t h h o l d  an a m o u n t  o f  tax c o m p u t e d  in s u c h  a m a n n e r  to 

a p p r o x i m a t e  t h e  a m o u n t  o f  tax du e  o n  t h o s e  w a g e s  u n d e r  th i s  c h a p t e r  

for that year. The  d e p a r t m e n t  s h a l l  p u b l i s h  t h e  r a t e  of w i t h h o l d i n g  

r e q u i r e d  by this s e c t i o n  w h i c h  s h a l l  be e x p r e s s e d  as a p e r c e n t a g e  

o f  t h e  a m o u n t  r e q u i r e d  to be w i t h h e l d  u n d e r  s e c . 3*J02 of the I n t e r n a l  

R e v e n u e  Cod e  o f  195^. E v e r y  e m p l o y e r  m a k i n g  a d e d u c t i o n  a n d  a w i t h­

h o l d i n g  s h a l l  f u r n i s h  to the e m p l o y e e  u p o n  r e q u e s t  a r e c o r d  of the 

a m o u n t  of ta x  w i t h h e l d  f r o m  the  e m p l o y e e  on a f o r m  p r e s c r i b e d  by 

the d e p a r t m e n t .

* Sec. 2. T h i s  Act t a k e s  e f f e c t  J u l y  1, 1975.
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