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to R a n d a l p h  B e r r y  d a t e d  D e c e m b e r  9, 1974, and l e t t e r  to J a y  H o g a n  d a t e d  M a r c h  .13, 

1974, all of w h i c h  a r e  attached.
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M a r c h  18* 1 975

T h e  H o n o r a b l e  John. H u b e r  

A l a s k a  S t a t e  S e n a t e  

S t a t e  C a p i t o l  

J u n e a u ,  A l a s k a  9 9 8 0 1

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

J £

. A* ’>

It ia D y  u n d e r s t a n d i n g  t h a t  y o u  3 r c  i n t e r e s t e d  in d e v e l o p i n g  a d a t a  b a s e  for 

the s t u d y  of s t a t e  c o r p o r a t e  i n c o n e  taxe3. T o r  y o u r  i n f o r m a t i o n ,  11CR 73 w h i c h  

p a s s e d  last y e a r  p r o v i d e d  f o r  s u c h  a study. I n  r e s p o n s e  to tha t  I s e n t  a l e t t e r  

d a t e d  M a r c h  13, 1974 to J a y  H o g a n  and a m e m o r a n d u m  d a t e d  D e c e m b e r  9, 1974 to 

R a n d o l p h  D e r r y  o u t l i n i n g  t h e  p r o p o s e d  w e a n s  of c a p t u r i n g  th e  n e c e s s a r y  d at a  in 

c o m p u t e r - r e a d a b l e  f o r m  f o r  s u c h  a s t u d y  to t a k e  place. I w i l l  o n l y  e m p h a s i s e  

h e r e  th a t  a c o m p u t e r i s e d  d a t a  b a s e  io a b s o l u t e l y  e s s e n t i a l  b e f o r e  a n y  c o m p r e­

h e n s i v e  s t u d y  o f  t h e  c o r p o r a t e  i n c o m e  tax s t r u c t u r e  c a n  b e  m a d e .  V o n  vrill n o t e  

t h a t  t h e a m o u n t  of m o n e y  rec;nested b e t w e e n  the  two m e m o r a n d u m s  d e c r e a s e d ,  fnis 

ic d u e  t o  two factors: 1) t h e  i n s t a l l a t i o n  w i t h i n  the D e p a r t m e n t  o f  h e v e n u e

o f  s o m e  S i n g e r  150 0 d a t a  c a p t u r i n g  d e v i c e s  and 2) t h e  i m p l c m e n t e t i o n o f  the 

F e d e r a l  CiiTA p r o g r a m  for u n e m p l o y e d  i n d i v i d u a l s  ’..’he r e b y  w e  c a n  ge t  the p e r s o n a l  

s e r v i c e s  of i n d i v i d u a l s  p a i d  f o r  b y  F e d e r a l  funds.

I still t h i n k  that a n  o n - g o i n g  c o s t  o f  $ 1 8 , 0 0 0  to $ 2 0 , 0 0 0  p e r  y e a r  is c e r t a i n l y  

r e a s o n a b l e  in v i e w  of t h e  p o t e n t i a l  i m p a c t  o f  h a v i n g  t h i s  d a t a  in a c o m p u t e r i s e d  

f o r m  f o r  m o r e  d e t a i l e d  a n a l y s i s  b y  o u r  o w n  s t a f f  as w e l l  as c c o n o m i .ts f r o m  the 

U n i v e r s i t y  o f  A l a s k a  or s t a f f  a n a l y s ' s  f r o m  t h e  L e g i s l a t u r e .  In o r d e r  to get 

t h e  p r o g r a m  o f f  tiie g r o u n d  a n  a p p r o p r i a t i o n  o f  a b o u t  $ 1 0 , 0 0 0  f o r  the c u r r e n t  

f i s c a l  y e a r  w o u l d  allot/ u s  r:o consnonce the p r o g r a m m i n g  w o r k  n e c e s s a r y  arid an 

a p p r o p r i a t i o n  in F Y  1976 of a b o u t  $ 2 0 , 0 0 0  w o u l d  c o m p l e t e  t h a t  p r o g r a m m i n g  and 

a l l o w  u s  to c a p t u r e  all c o r p o r a t e  d a t a  f o r th e last t h r e e  ye a r s .  A n  i n t e r­

ag e n c y  a g r e e m e n t  b e t w e e n  us  and t h e  'Legislative C o u n c i l  c o u l d  a l s o  b e  u s e d  to p r o­

v i d e  the n e c e s s a r y  f u n d s . I n  fact, it w a s  o u r  u n e e r a t e n d i n g  t hat this is the w a y  

th o  m a t t e r  w o u l d  b e  h a n d l e d  and t h e r e f o r e  w e  d i d  n o t  s e e k  a n  a p p r o p r i a t i o n  in 

o u r  n o r m a l  o p e r a t i n g  b ud g e t .

_ a m  e n c l o s i n g  c o p i e s  of m y  m e m o r a n d u m  to Mr. D e r r y  and m y  l e t t e r  to Mr. liogan 

of l ast y e a r  w h i c h  I b e l i e v e  i n c l u d e  all the p e r t i n e n t  i n f o r m a t i o n .  1 w o u l d  b e  

h a p p y  to d i s c u s s  this m a t t e r  v/ith you ,  y o u r  s t a f f  an d  y o u r  f e l l o w  l e g i s l a t o r s  

at y o u r  c o n v e n i e n c e .

Best: r eg a r d s ,

F r e d e r i c k  P. B oc t s c h ,  C.F.A. 

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

Dr. C h a r l e s  L. S c h r o t h  

R e s e a r c h  S u p e r v i s o r  

D e p a r t m e n t  or R e v e n u e



March 18, 1975

T h e  H o n o r a b l e  S t e v e  C o w p e r  

A l a s k a  S t a t e  H o u s e  o f  R e p r e s e n t a t i v e s  

S t a t e  C a p i t o l  

J u n e a u ,  A l a s k a  9 9 8 0 1

D e a r  Mr. Coup e r :

I t  is ray u n d e r s t a n d i n g  that  y o n  a r e  i n t e r e s t e d  in d e v e l o p i n g  a d a t a  b a s e  for 

th e  s t u d y  o f  s t a t e  c o r n o r a t e  i n c o m e  ta::e3. F o r  y o u r  i n f o r m a t i o n ,  1ICR 78 w h i c h  

p a s s e d  last y e a r  p r o v i d e d  for o u c h  a study. In  r e s p o n s e  to t hat I s e n t  a l e t t e r  

da t e d  M a r c h  13, 1 974 to J a y  H o g a n  an d  a m e m o r a n d u m  d a t e d  D e c e m b e r  9, 197 4  to 

R a n d o l p h  K e r r y  o u t l i n i n g  the p r o p o s e d  m e a n s  of c a p t u r i n g  the n e c e s s a r y  d a t a  i n  

c o m p u t e r - r e a d a b l e  f o r m  l o r  s u c h  a s t u d y  to t a k e  place. I w i l l  o n l y  e m p h a s i z e  

h e r e  t h a t  a c o m p u t e r i z e d  d a t a  b a s e  is a b s o l u t e l y  e s s e n t i a l  b e f o r e  a n y  c o m p r e­

h e n s i v e  s t u d y  of t h e  c o r p o r a t e  i n c o m e  t a x  s t r u c t u r e  c a n  be m a d e .  Y o u  \ri.ll n o t e  

that t h e  a m o u n t  o f  m o n e y  r e q u e s t e d  b e t w e e n  t h e  two m e m o r a n d u m s  d e c r e a s e d ,  i n I s  

is d u e  to two f a c tors: 1) t h e  i n s t a l l a t i o n  w i t h i n  t h e  D e p a r t m e n t  o f  R e v e n u e

o f  s o m e  S i n g e r  1 5 0 0  d a t a  c a p t u r i n g  d e v i c e s  and 2) the i m p l e m e n t a t i o n  o f  th e  

F e d e r a l  C E T A  p r o g r a m  f o r  u n e m p l o y e d  i n d i v i d u a l s  w h e r e b y  u e  c a n  ge t  the p e r s o n a l  

c e r v l c e o  o f  i n d i v i d u a l s  paid for b y  F e d e r a l  f u n ds  .

I s t i l l  t h i n k  that a n  o n - g o i n g  c o s t  of $ 1 8 , 0 0 0  to $ 2 0 , 0 0 0  p e r  y e a r  is c e r t a i n l y  

r e a s o n a b l e  in v i e w  o f  t h e  p o t e n t i a l  i m p a c t  o f  h a v i n g  tills d a t a  in a c o m p u t e r i z e d  

f o r m  f o r  m o r e  d e t a i l e d  a n a l y s i s  b y  o u r  o w n  s t a f f  as w e l l  as e c o n o m i s t s  f r o m  t h e  

U n i v e r s i t y  o f  A l a s k a  o r  s t a f f  a n a l y i s t s  f r o m  the L e g i s l a t u r e .  In o r d e r  to g e t  

th e  p r o g r a m  off t h e  g r o u n d  a n  a p p r o p r i a t i o n  of a b o u t  $ 1 0 , 0 0 0  for the c u r r e n t  

f i s c a l  y e a r  w o u l d  a l l o w  us to c o m m e n c e  th e  p r o g r a m i n g  w o r k  n e c e s s a r y  a n d  o n  

a p p r o p r i a t i o n  i n  F Y  197 0  o f  a b o u t  $ 2 0 , 0 0 0  w o u l d  c o m p l e t e  t h a t  p r o g r a m m i n g  and 

a l l o w  U 3  to c a p t u r e  all c o r p o r a t e  d a t a  fo r  th e las t  t h r e e  y e a r s .  A n  i n t e r­

a g e n c y  a g r e e m e n t  b e t w e e n  u s  .and the L e g i s l a t i v e  C o u n c i l  c o u l d  a l s o  b o  u 3 e d  to p r o­

v i d e  the n e c e s s a r y  funds. I n  fact, it w a s  o u r  u n d e r s t a n d i n g  t h a t  thin is t h e  w a y  

th e  m a t t e r  w o u l d  h e  h a n d l e d  and t h e r e f o r e  w e  d i d  n o t  s e e k  an a p p r o p r i a t i o n  in 

o u r  n o r m a l  o p e r a t i n g  b u d g e t .

I a m  e n c l o s i n g  c o p i e s  o f  m y  memornndusn to M r .  B e r r y  nnd m y  l e t t e r  to M r .  H o g a n  

o f  last y e a r  w h i c h  I b e l i e v e  i n c l u d e  al l  th e  p e r t i n e n t  i n f o r m a t i o n .  I w o u l d  b e  

h a p p y  t o  d i s c u s s  this m a t t e r  w i t h  y ou, y o u r  s t a f f  and y o u r  f e l l o w  l e g i s l a t o r s  

at y o u r  c o n v e n i e n c e .

Be s t  r e ga r d s ,

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

D e p u t y  Coinmisuioner, T a x a t i o n

cc: Dr. C h a r l e s  L. S c h r o t h

R e s e a r c h  S u p e r v i s o r  

D e p a r t m e n t  o f  R e v e n u e
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MEMORANDUM State of Alaska
TO: R a n d o l p h  B e r r y

R e v i s e r  o f  S t a t u t e s  

L e g i s l a t i v e  A f f a i r s  A g e n c y  

S t a t e  C a p i t o l ,  R o o m  11 1

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

D i r e c t o r  

A u d i t  D i v i s i o n

date: D e c e m b e r  9, 1 9 7 4  

FILE NO:

TELEPHONE NO:

s u b j e c t : C o r p o r a t e  I n c o m e  T a x  S t u d y

W e  h a d  p r e v i o u s l y  d i s c u s s e d  a n d  a g r e e d  that t h e  c o r p o r a t e  i n c o m e  tax 

a t u d y  c o u l d  b e  d o n e  i n - h o u s c  a n d  that it w o u l d  b e  m o r e  d e s i r e a b l e  to 

d o  it t h a t  w a y  tha n  to h i r e  a c o n s u l t a n t  s i n c e  this t ype of s t u d y  r e­

q u i r e s  a n  o n - g o i n g  p r o g r a m  of d a t a  g a t h er i n g ,  a n a l y s i s ,  a n d  r e v i e w .

Tiie d a t a  g a t h e r i n g  f u n c t i o n  is, of course, f u n d a m e n t a l  to a n y  t y p e  

of i n t e l l i g e n t  r n a l y s i o  of i n c o m e  t a x  or a n y  o t h e r  tax, i t s  r e v e n u e  

p r o d u c i n g  c a p a b i l i t i e s ,  a n d  its i n c i d e n c e  o n  th e  t a x p a y e r s  u p o n  w h o m  

i t  is a o s c G s e d .  T h e r e  a r e  a n u m b e r  of q u e s t i o n s  that s h o u l d  b e  a s k e d  

o n  a  c o n t i n u i n g  b a s i s  e v e r y  y e a r  n n d  over a p e r i o d  of y e a r s .  It w o u l d  

a l s o  be  d e s i r e a b l e  to b e  a b l e  to p o s e  h y p o t h e t i c a l  q u e s t i o n s  r e g a r d i n g  

t h e  e l i m i n a t i o n  or m o d i f i c a t i o n  o f  c e r t a i n  tax p r o v i s i o n s .

W e  p r o p o s e  that a n  i n i t i a l  d a t a  c a p t u r e  b e  m a d e  f r o m  e x i s t i n g  c o r p o r a t i o n  

tax r e t u r n s  w h i c h  w o u l d  p r o v i d e  u s  w i t h  ^11 of t h e  m a j o r  c a t e g o r i e s  

of i n f o r m a t i o n  that w o u l d  b e  n e e d e d  to answer m a n y  t y p e s  of q u e s t i o n s  

t h a t  h a v e  b e e n  or c o u l d  b e  a s k e d  a b o u t  the A l a s k a  C o r p o r a t i o n  N e t  I n c o m e  

T ax. W h i l e  t h e r e  a r e  s o m e  i n i t i a l  3tart u p  c o s t s  to p r o v i d e  t h e  b a s i c  

f o r m a t  a n d  p r o g r a m m i n g  for c a p t u r i n g  this d a t a ,  o n - g o i n g  e x p e n s e s  w o u l d  

b e ,  '-re feel, r a t h e r  m i n i m a l .

T h e  d a t a  to b e  c a p t u r e d  w o u l d  c o n s i s t  of a l l  of the i n f o r m a t i o n  o n  t h e  

A l a s k a  C o r p o r a t i o n  I n c o m e  T a x  R e t u r n ,  page two, w h i c h  i n d i c a t e s  i d e n t i f y i n g  

data, t y p e  of f i l i n g  a n d  th e  c a l c u l a t i o n  o£ the tax o n  l i n e s  o n e  t h r o u g h  

e i g h t e e n .  T h e  d a t a  i n d i c a t e d  o n  the  a p p o r t i o n m e n t  s c h e d u l e , p a g e  3 i t e m s  

o n e  t h r o u g h  f ive, c o l u m n s  A, ii, a n d  A  d i v i d ed  b y  B and p a g e  o n e  of the 

F e d e r a l  f o r m  1120, l i n e s  o n e  t h r o u g h  28, w h i c h  is i n c l u d e d  a s  a p a r t  of 

f i l i n g  o f  t h e  A l a s k a  C o r p o r a t i o n  a n d  In c o m e  T a x  R et u r n .  C a p t u r i n g  t h i s  

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

q u e s t i o n s  to b e  a s k e d  a b o u t  t h e  c o r p o r a t i o n s  s u c h  as the a m o u n t  of t a x  

p a i d  b y  i n d u s t r y ,  t h o  a m o u n t  of  d e p r e c i a t i o n  of d e p l e t i o n  a l l o w a n c e  b y  

I n d u s t r y  or b y  zip c o d e ,  t h e  t o t a l  sales, the a m o u n t  or i n c o m e  a p p o r t i o n e d  

to A l a s k a  fo r  iiultiGtatc c o r p o r a t i o n s  d o i n g  n u 3 i n e a c  in t h e  S t a t e ,  etc.

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

a b o u t  $ 2 5 , 0 0 0 ,  this is fo r  d a t a  c a p t u r i n g  d e v i c e s ,  tapes, I B M  c o m p u t e r  tim e  

a n d  p r o g r a m m e r s .  A p p r o x i m a t e l y  $ 7 , 0 0 0  of that a m o u n t  is d e v o t e d  to p ro g r n m -  

n i n g ,  m o s t  of w h i c h  w o u l d  b e  for t h e  Init i a l  s e t  up. On a n  o n - g o i n g  b a s i s ,  

like c o s t  o f  m a i n t a i n i n g  t h e  s y s t e m  a n d  c o n t i n u i n g  t h e  d a t a  c a p t u r e  d e v i c e  

w o u l d  r u n  a b o u t  $ 1 8 , 0 0 0  to $ 2 0 , 0 0 0  a year. O b v i o u s l y ,  t his is a v e r y  m i n o r  

c o s t  coiuuaxed w i t h  t h e  r e a l  n e c e s s i t y  to h a v e  a c c u r a t e  i n f o r m a t i o n  

u p o n  w h i c h  to m a k e  d e c i s i o n s  r e g a r d i n g  p o s s i b l e  tax l a w  c h a n g e s  w h i c h  

c o u l d  h a v e  the e f f e c t  of s e v e r a l  m i l l i o n s  of d o l l a r s  o n  the S t a t e  t r e a s ur y .  

W i t h o u t  g o o d  d a t a  It is d i f f i c u l t ,  if r.ot i m p o s s i b l e ,  to m a k e  i n t e l l i g e n t  

d e c i o i o n o  a n d  r a t i o n a l  c h o i c e s  a m o n g  v a r i o u s  t a x  a l t e r n a t i v e s .
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I h o p e  that: thi s  p r o g r a m  w o u l d  b e  th e  p i l o t p r o g r a m  for a n  e f f o r t  to 

s u b j e c t  a l l  o f  o u r  t a x  progranr, to t hi s  type o f  a n a l y s i s  b a s e d  o n  c o m p r e h  

h c n s i v e  a n d  a c c u r a t e  i n f o r u a t i o n .

FPb/bjn

cc: C h a r l e o  S c h r o t h

R e s e a r c h  A n a l y s t  

E x c i s e  T a x  D i v i s i o n



y. D ear  l t r  • ITogan :

You h a v e  a s k e d  f o r  comments on n p ro p o n ed  n t u d y  o f  t h e  c o r p o r a t e  in co m e  
j . t a x  s t r u c t u r e  a n d  e s t i m a t e s  o f  t h e  c o a t  o f  c o n d u c t i n g  s u c h  a  s t u d y  w h ic h

w o u ld  b e  i n c u r r e d  b y  t h e  D e p a r tm e n t  o f  R e venue  a s  a  r e s u l t  o f  i t 3  i p a r t i c i p a t i o n  i n  t h e  s t u d y .

F i r s t ,  I  t h i n k  t h a t  t h e  i d e a  o f  c o n d u c t i n g  s u c h  a  s t u d y  i s  e x c e l l e n t .
As y o u  know , o u r  c o r p o r a t e  a n d  i n d i v i d u a l  in co m e  t a x e s  a r c  t i e d  i n t o  
the f e d e r a l  t a x  s t r u c t u r e .  The t h e o r y  b e h i n d  s u c h  t i e - i n  i n  t o  m i n i m i s e  
the a d m i n i s t r a t i v e  p ro b le m s  i n v o l v e d  i n  a d m i n i s t e r i n g  t h e  t a x  a c t  b y  
r e l y i n g  on f e d e r a l  r e g u l a t i o n s ,  r u l i n g s ,  a d m i n i s t r a t i v e  d e c i s i o n s  a n d  
c o u r t  c a s e s .  I n  t h e o r y ,  t h i s  i s  a  f i n e  s y s t e m .  H o w eve r ,  i n  p r a c t i c e ,  
we o f t e n  f i n d  t h a t  t h e  t a x  p o l i c i e s  p u r s u e d  b y  C o n g r e s s  a t  t h e  n a t i o n a l  
l e v e l  a r e  so m e t im e s  i n c o r j i s t e n t  w i t h  o r ,  i n  f a c t ,  e v e n  d e t r i m e n t a l  to  
p o l i c i e s  w h ic h  s h o u ld  b e  f o l l o w e d  b y  t h e  S t a t e .  T h i s  i n  p a r t i c u l a r l y  
t r u e  i n  t h e  c a s e  o f  A l a s k a  w h e re  we f i n d  a n  u n d e r - d e v e lo p e d  r e s o u r c e - b a s e d  
economy l n  c o n t r a s t  to  t h e  h i g h l y  s o p h i s t i c a t e d ,  t e c h n o l o g i c a l  m anu­
f a c t u r i n g  a n d  d i s t r i b u t i n g  economy o f  t h e  U n i t e d  S t a t e s  a 3  a  w h o le .  I t  
is n o t  c u p r i s i n g  t h e n ,  s i n c e  t a x e s  a r e  o f t e n  u s e d  b y  C o n g r e s s  as a  f i s c a l  
a n d  s o c i a l  t o o l ,  t o  f i n d  t h a t  t h e  p o l i c i e s  p u r s u e d  b y  C o n g r e s s  when u s i n g  
this t o o l  do n o t  f o l l o w  p o l i c i e s  d e s i r a b l e  f o r  t h e  S t a t e ,

It is t h e  r e s p o n s i b i l i t y  o f  t h e  S t a t e ,  t h e r e f o r e ,  to  r e v i e w  s u c h  a  s y s t e m  
on a  r e g u l a r  b a s i s  and  to  a s c e r t a i n ,  w here  c h a n g e s  h a v e  t a k e n  p l a c e  i n  t h e  
F e d e r a l  F a x  C ode , w h e th e r  t h o s e  c h a n g e s  a r e  d e s i r a b l e  f r o m  t h e  S t a t e ' s  
v i e w p o i n t .  F u r t h e r m o r e ,  w h e re  e co n o m ic  c o n d i t i o n s  v . ’ t h l n  t h o  S t a t e  h a v e  
c h a n g e d ,  i t  i s  a l s o  n e c e s s a r y  t o  r e v i e w  t h e  f e d e r a l  t a x  p o l i c i e s  to  s e e  
if t h e y  a r e  c o n s i s t e n t  w i t h  t h e  c h a n g e s  i n  t h e  S t a t e ' s  economy an d  w i t h  
tho g o a l s  o f  t h e  S t a t e .  In i t s e l f ,  t h i s  seem s t o  me a  s u f f i c i e n t  b a s i s  
for an  o n - g o i n g  a n a l y s i s  o f  t h e  S t a t e ' s  economy i n  r e l a t i o n s h i p  t o  t h e  
t a x  s t r u c t u r e  i n  o r d e r  to  m ake  i n t e l l i g e n t ,  p o s i t i v e  d e c i s i o n s  a b o u t  
w h e t h e r  t h e  s y s t e m  13 i n  f a c t  m e e t i n g  t h e  g o a l s  nnd o b j e c t i v e s  o f  S t a t e  
p o l i c y .  I  t h i n k  t h a t  t h e  c o r p o r a t e  in co m e  t a x  a r e a  i s  p r o b a b l y  a  good 
p l a c e  t o  s t a r t  s i n c e ,  a c c o r d i n g  t o  our  f i g u r e s ,  c o m p l i a n c e  i n  t h l 3  a r e a  
io p r o b a b l y  more o f  a  p r o b le m  t h a n  i n  many o f  our o t h e r  to : :  t y p e s .

Jay Hogan, Director 
Division of Legislative 

Finance 
Room 425, State Capitol 
Pouch W
Juneau, AK. 99801
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As I u n d e r s t a n d  t h e  p r o p o s a l ,  p e o p le  fro m  o ur  d e p a r tm e n t  nnd y o u r  
d e p a r t m e n t  w o u ld  w ork  t o g e t h e r  w i t h  a  l e g i s l a t i v e  c o m m it t e e  to  p e r fo r m  
t h e  b a s i c  s t u d y  nnd  a n a l y s i s  o f  t h e  e x i s t i n g  s y s t e m  an d  mane r e c o m m e n d a t io n s  
on  how i t  s h o u ld  b e  c h a n g e d .  T hese  p r o p o s a l s  w o u ld  be  t h e  s u b j e c t  t h e n  
o f  p u b l i c  h e a r i n g s  t o  b e  h e l d  a ro u n d  t h e  S t a t e  w h e re  u n  c o u l d ,  a t  t h a t  
t i m e ,  r e c e i v e  i n p u t  fro m  t h e  p u b l i c  i n  g e n e r a l  a n d  from  p a r t i c u l a r  i n t e r e s t e d  
g r o u p s ,  o u ch  a s  t h e  c h a m b e r s  o f  commerce and  o t h e r  b u s i n e s s m e n . T h i s  
a p p r o a c h ,  I  t h i n k ,  i s  a  good one s i n c e  t h e r e  i s  n g r e a t  d e a l  o f  d i s ­
i l l u s i o n m e n t  am ong t h e  g e n e r a l  p u b l i c  on t h e  f a i r n e s s  o f  o u r  t a x i n g  
s y s t e m s .  P a r t i c u l a r  n o t a r i e t v  h a s  r e c e n t l y  b e e n  p a i d  to  t h e  l a r g e  
c o r p o r a t i o n s  a n d  w e a l t h y  i n d i v i d u a l s  w ho , i n  t h e  m in d  o f  t h e  p u b l i c ,  
a r e n ' t  p a y i n g  t h e i r  f a i r  s h a r e  o f  t h e  t a x .  A l t h o u g h  i t  m ay be d i f f i c u l t  
t o  d i s t i l l  come o f  t h e  c o m p l e x i t i e s  o f  t h e  in co m e  t a x  s y s t e m  to  a  p o i n t  
w h e re  t h e y  c a n  b e  p u b l i c l y  d e b a t e d  an d  d i s c u s s e d ,  I  t h i n k  t h i s  a t t e m p t  
s h o u ld  b e  made an d  t h a t  t h e  p u b l i c  s h o u ld  b e  b r o u g h t  i n t o  t h e  d i s c u s s i o n  
n t  a n  e a r l y  s t a g e  and  a s  f u l l y  a s  p o s s i b l e .  B y  r e c e i v i n g  a l l  o f  t h i s  
i n p u t  and  c o m in g  up  w i t h  some, k i n d  o f  l e g i s l a t i o n  w h ic h  h a s  i n  i t  c o n t r i b u t i o n s  
f ro m  e a c h  o f  t h e s e  s o u r c e s ,  wo h ave  I  t h i n k  t h e  b e s t  o p p o r t u n i t y  to  
d e v e l o p  a  c o r p o r a t e  s t r u c t u r e  t h a t  w i l l  b e  p u b l i c l y  a c c e p t a b l e  and  w i l l  
a c c o m p l i s h  t h e  r e v e n u e  r a i s i n g  nnd e q u i t y  o b j e c t i v e s  t h a t  we m i g h t  h a v e .

At t h e  o u t s e t ,  o f  c o u r s e ,  we s h o u ld  r e a l i z e  t h a t  t h e r e  a r e  c e r t a i n  r e s t r a i n t s  
on o u r  a b i l i t y  to  t a x  c o r p o r a t e  n e t  i n c o m e .  I  w o n ' t  go i n t o  a l l  t h e  
t e c h n i c a l i t i e s  a t  t h i s  p o i n t ,  s i n c e  I  b e l i e v e  t h a t  t h a t  s h o u ld  bo  t h e  
s u b j e c t  uc i n i t i a l  m e e t i n g s  on t h i s  n t u d y .  S u f f i c e  i t  to  s a y  t h a t  t h e r e  
i s  f e d e r a l  o v e r r i d i n g  l e g i s l a t i o n  w h ic h  p l a c e s  l i n i t a t i o n . s  on a  s t a t e ' s  
J u r i s d i c t i o n a l  r e a c h  to  im p o se  a  c o r p o r a t e  in co m e  t a x  and  t h e r e  i s  
l e g i c l a t J a n  p e n d i n g  i n  C o n g r e s s  a t  t h i s  t im e  w h ic h  w ou ld  go f u r t h e r  i n  t h e  
area o f  t a x a t i o n  o f  i n t e r s t a t e  b u s i n e s s e s .  F u r t h e r m o r e ,  t h e  M u l t i s t a t e  
Tax C o m p ac t ,  o f  w h ic h  we a r c  aam em ber , and  w h ic h  s e e k s  to  d e v e lo p  a  
u n i f o r m  m e an s  o f  t a x a t i o n  b y  c o o p e r a t i v e  e f f o r t  am ount t h e  s t a t e s ,  i s  
being c u e d  b y  t h e  U n i t e d  S t a t e s  S t e e l  C o r p o r a t io n  a n d  o t h e r s  i n  t h e  F e d e r a l  
c o u r t  i n  t h e  S o u t h e r n  D i s t r i c t  o f  hew Y o r k .  The p l a i n t i v e s  s e e k  to  h a v e  
the C o m m is s io n  d i s b a n d e d  on t h e  g ro u n d s  t h a t  i t  c o n s t i t u t e s  a  co m pac t  
i n  v i o l a t i o n  o f  t i i e  p r o v i s i o n s  o f  th e  U . S .  C o n s t i t u t i o n  w h ic h  r e q u i r e s  
that c o m p a c t s  among s t a t e s  be  a p p ro v e d  b y  C o n g r e s s .  A t t h i n  p o i n t  i n  
t i n e ,  C o n g r e s s  h a s  n o t  a c t e d  a t  a l l  i n  t h i n  a r e a .  Our a t t o r n e y  b e l i e v e s  
t h a t  t h e  n o n - a c t i o n  o f  C o n g r e s s  i m p l i e s  c o n s e n t  s i n c e  m any a g r e e m e n t s  
do e x i s t  b e t v  e n  a n d  among s t a t e s  t h a t  h a v e  n o t  h ad  C o n g r e s s ' s  o f f i c i a l  
b l e s s i n g .  In  t h e s e  i n s t a n c e s ,  and  i n  o u r  p a r t i c u l a r  c a s e ,  t h e  c o m p a c t s  
do n o t  u s u r p  a n y  a u t h o r i t y  o f  C o n g re s s  o r  p r e t e n d  t o .  At a n y  t im e  C o n g r e s s  
c o u l d  o v e r r i d e  a n y  o f  t h e s e  co m p ac ts  o r  a g r e e m e n t s  b y  t a k i n g  p o s i t i v e  
a c t i o n  on i t .  H o w e ve r ,  we a r c  i n  t h e  s i t u a t i o n  now w here  we h a v e  to  
defend o u r s e l v e s  i n  t h i 3  l a w s u i t .

The c o s t  o f  t h e  p ro p o n e d  s t u d y  from  t h e  D epar tm en t  o f  R e v e n u e ' s  s t a n d p o i n t  
i s ,  X t h i n k ,  r e l a t i v e l y  m in o r .  Ue do h a v e  a  r e s e a r c h  a n a l y s t  i n  t h e  
D e p a r tm e n t  n t  t h e  p r e s e n t  t im e  who h a s  b e e n  d o in g  a  g r e a t  d e a l  o f  w ork i n  
p u t t i n g  t o g e t h e r  v a r i o u s  t y p e s  o f  d a t a  b a s e s  an d  i n  d o in g  some a n a l y t i c a l  
work f o r  u s  i n  v a r i o u s  a r e a s .  Ho i s  i n  t h e  p r o c e s s  now o f  h i r i n g  an  
n G s i s t a n t  to  h e l p  h im  i n  n e t t i n g  up t h e  a n a l y t i c a l  f r a m e w o rk .  The n e x t
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t h i n g  we need  to  d o ,  i s  d e v e lo p  a  d a t a  b a se ,  on C o r p o r a t e  In com e T ax  
r e t u r n s  b y  p u l l i n g  o f f  a  g r e a t  d e a l  o f  i n f o r m a t i o n  fro m  the. r e t u r n s .
Due to  t h e  m any d i f f e r e n t  w a y s  i n  w h ic h  r e t u r n s  a r e  f i l e J  w i t h  1 1 3 , i t  i s  
r e a l l y  i m p o s s i b l e  f o r  u s  to  m e r e l y  s e n d  a  r e t u r n  to  a  k e y  p u n c h  o p e r a t o r  
a n d  e x p e c t  h e r  t o  a c c u r a t e l y  a b s t r a c t  t h e  c o r r e c t  i n f o r m a t i o n .  F u r t h e r ­
m o re ,  s o n e  o f  t h e s e  c o r p o r a t e  r e t u r n s  a r e  h u n d r e d s  o f  p a g e s  l o n g .  T h e r e f o r e ,  
t h e  r e t u r n s  t h e m s e l v e s  m u s t  be  a n a l y s e d  and  t h e  p e r t i n e n t  d a t a  a b s t r a c t e d  
b y  i n d i v i d u a l s  who a r e  f a m i l a r  w i t h  t h e  c o r p o r a t e  t a x  r e t u r n s .  We e n v i s i o n  
a t  t h i s  t i n e ,  t h a t  t h a t  i n f o r m a t i o n  c o u ld  b e  a b s t r a c t e d  and  p l a c e d  on 
some s o r t  o f  d a t a  c o d i n g  s h e e t s  w h ic h  w o u ld  t h e n  h e  k e y p u n c h e d  and  e n t e r e d  
i n t o  a  d a t a  p r o c e s s i n g  s y s t e m .  I n  o r d e r  t o  g i v e  u s  a  r e a s o n a b l e  d a t a  
b a s e ,  i t  w ou ld  n r o b a b l y  b e  n e c e s s a r y  t o  a b s t r a c t  t h i s  i n f o r m a t i o n  fro m  
a l l  o f  our r e t u r n s  f o r  tho  l a s t  t h r e e  y e a r s .  T h in  w o u ld  i n v o l v e  t h e  
d e t a i l e d  a n a l y s i s  o f  so n e  t e n  th o u s a n d  c o r p o r a t e  r e t u r n s  a n d  t h e  
a b s t r a c t i o n  o f  p e r t i n e n t  d a t a  o n to  t h e  c o d i n g  s h e e t s .  I  e s t i m a t e  t h a t  
i t  w o u ld  t a k e  f o u r  p e o p le  a b o u t  f o u r  m o n th s  to  p u l l  o f f  a l l  o f  t h i s  
i n f o r m a t i o n .  I  t h i n k  t h a t  t h i s  work c o u l d  h e  b a n d i e d  b y  c l e r i c a l  p e r s o n n e l  
on  a  t e m p o r a r y  b a s i s  i f  t h e y  'were u n d e r  p r o p e r  s u p e r v i s i o n .  P e r s o n a l  
S e r v i c e s  c o s t s  t h e r e f o r e  w o u ld  run  a b o u t  t w e l v e  t h o u s a n d  d o l l a r s  f o r  th e se ,  
p e o p l e .  I n  a d d i t i o n ,  we w o u ld  need  f u n d s  f o r  s y s t e m s  a n a l y s i s  w ork to  s e t  
u p  t h e  d a t a  p r o c e s s i n g  s y s t e m  f o r  c a p t u r i n g  and  r e c o r d i n g  t h e  d a t a  and  
a n a l y z i n g  i t  i n  a  m e a n i n g f u l  m a n n e r .  A l s o  we w o u ld  need  p r o g r a m m in g  w ork  
an d  k e y p u n c h .  A f t e r  c o n s u l t i n g  w i t h  o u r  r e s e a r c h  a n a l y s t ,  we h a v e  d e c i d e d  
t h a t  s u c h  work w o u ld  p r o b a b l y  i n v o l v e  no more t h a n  $ 2 5 ,ODD t o  $ 3 0 ,0 0 0  i n  
C o n t r a c t u a l  S e n / i c e s  f u n d s  t o  do t h e  n e c e s s a r y  a n a l y s i s ,  p r o g r a m m in g ,  
k e y p u n c h ,  c o m p u te r  t i n e ,  e t c .  T h e r e f o r e ,  I  t h i n k  v/e c a n  s a f e l y  p l a c e  
t h e  c o s t  to  t h e  D ep a r tm en t  o f  R e venue  o f  t h i s  p ro g r a m  a t  b e tw e e n  $ 3 7 ,0 0 0  
nnd  $ 4 2 ,0 0 0 .

Once we h a v e  a l l  o f  t h e  p e r t i n e n t  d a t a ,  e n t e r e d  i n t o  t h e  co m p u te r  f i l e  nnd 
t h e  a b i l i t y  to  a n a l y z e  t h i s  d a t a  i n  s e v e r a l  d i f f e r e n t  w a y s , v e  c a n  p r o c e e d  
t o  s e e  w h a t  t h e  e f f e c t s  o f  v a r i o u s  c h a n g e s  i n  t h e  c o r p o r a t e  t a x  l a v ;  m i g h t  
b e  i n  t e r m s  o f  t h e  r e v e n u e s  p ro d u ced  a n d  the. d i s t r i b u t i o n  o f  t h e  t a x  
b u r d e n .  I  know t h a t  t h e r e  a r e  e c o n o m i s t s  a t  t h e  U n i v e r s i t y  o f  A l a s k a  a n d  
I  b e l i e v e  i n  t h e  D e p a r tm e n t  o f  E co n o m ic  D eve lo pm en t  who w o u ld  n o t  o n l y  be  
v e r y  h e l p f u l  to  u s  i n  t h i s  e n d e a v o r ,  b u t  who a r e  p r o b a b l y  e a g e r  to  g e t  
i n t o  s u c h  a  d a t a  b a s e  nnd s u b j e c t  i t  to  v a r i o u s  a n a l y t i c a l  t o o l s  t !  a t  t h e y  
h a v e  a t  t h e i r  command. I t  i s  c o n c i o v a h l e  t h a t  s u c h  i n f o r m a t i o n  c o u ld  b e  
r u n  t h r o u g h  e x i s t i n g  e co n o m ic  m o d e ls  o f  t h e  P t a t c  o f  A l a s k a  i n  o r d e r  to  
d e t e r m in e  t h e  e f f e c t s  o f  a  c h a n g i n g  c o r p o r a t e  t a x  s t r u c t u r e  on t h e  economy 
an d  on S t a t e  r e v e n u e s .  I  t h i n k  t h a t  t h e s e  a v e n u e s  o f  r e s e a r c h  s h o u ld  be  
e x p lo r e d  i n  t h e  f o r m a t i v e  s t a g e s  o f  t h i s  s t u d y .

/
As I  s t a t e d  e a r l i e r ,  t h i s  s t u d y  s h o u ld  n r o b a b l y  b e  v ie w e d  a s  a  p i l o t  s t u d y .  
W h i le  1 t  l n  c e r t a i n l y  i n v o l v e d  i i ;  an  a r e a  t h a t  i s  v e r y  c r i t i c a l  i n  t e r m s  o f  
o v e r a l l  s t a t e  t a x  p o l i c y  and  r e v e n u e s ,  t h e r e  i s  no  d o u b t  i n  r.iy m ind  t h a t  
o t h e r  t a x  a r e a s  need  to  be  s t u d i e d  i n  a  s i m i l a r  m a n n e r .  C e r t a i n l y  t h e  - 
i n d i v i d u a l  in co m e  t a x  w h ic h  i s  a l s o  t i e d  to  the. f e d e r a l  c o d e ,  t h e  g r o s s  
b u s i n e s s  t a x ,  th o  f i s h  t a x e s ,  t h e  s c h o o l  t a x ,  t h e  w h o le  r a n g e  o f  e x c i s e  
t a x e s  an d  no f o r t h  s h o u ld  b e  r e v ie w e d  on an  o n g o in g  b a s i s .  T h i s  s t u d y  
c o u ld  c e r t a i n l y  b e  v e r y  b e n e f i c i a l  to  t h e  s t a t e  i n  s e t t i n g  up  a  r e s e a r c h
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m e th o d o lo g y  h v  w h ic h  wc c a n  c o n d u c t  s u c h  o n g o in g  s t u d i e s  o f  o u r  s t a t e  
t a x  s t r u c t u r e  nnd d e v e lo p  a  t a x i n g  s y s t e m  t h a t  i s  r e s p o n s i v e  to  th e  
c h a n g e s  i n  o u r  economy a n d  o u r . s o c i e t y .

I  v e r y  g r e a t l y  a p p r e c i a t e  th e  i n t e r e s t  t h a t  t h e  l e g i s l a t u r e  h a s  shown 
i n  t h i s  p r o j e c t  nnd w i l l  b e  v e r y '  h a p p y  to  c o n t r i b u t e  t o  i t s  s u c c e s s  i n  
a n y  w ay  t h a t  I  c a n .

B e s t  r e g a r d a ,

F rederick  P. Boetsch, CPA
D ir e c t o r
Audit D iv is io n

FPB: j  f
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R e f e r r e d :  F i n a n c e

BY THE RULES COMMITTEE BY 
REQUEST OF THE SPEC IA L  COMMITTEE 

IN THE SENATE ON TAXATION AND REVENUE

SENATE B I L L  NO. 30'!

IN  THE LEGISLATURE OF THE STATE OF ALASKA

NINTH LEGISLATURE -  F IR S T  SESSION

A B IL L

F o r  ?r. A c t  e n t i t l e d :  "An Act m a k in g  a  s p e c i a l  a p p r o p r i a t i o n  to  t h e  D e p a r t ­

ment o f  R e v e n u e ,  c o m p u t e r i z e d  c o r p o r a t e  in co m e  t a x  

d a t a  b a s e ;  and  p r o v i d i n g  f o r  an  e f f e c t i v e  d a t e . "

BE I T  ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA:

* S e c t i o n  1 .  The sum o f  ■$30,000 i s  a p p r o p r i a t e d  from  t h e  g e n e r a l  f u n d  to' 

t h e  D epar tm en t  o f  R evenue  to  e s t a b l i s h  and  im p le m e n t  a c o m p u t e r i z e d  c o r p o r a t e  

in com e  t a x  d a t a  b a s e  t o  p r o v i d e  i n f o r m a t i o n  f o r  a n a l y s i s  and  s t u d y  by  th e  

l e g i s l a t u r e ,  t h e  U n i v e r s i t y  o f  A l a s k a ,  and  t h e  d e p a r t m e n t .

* S e c .  2 .  The u nexpended  and  u n o b l i g a t e d  p o r t i o n  o f  t h i s  a p p r o p r i a t i o n  

l a p s e s  i n t o  t h e  g e n e r a l  f u n d  J u n e  3 0 ,  1 9 7 6 .

* S e c .  3 .  T h i s  Act t a k e s  e f f e c t  im m e d i a t e l y  i n  a c c o r d a n c e  w i t h  AS 0 1 . 1 0 . -  

0 7 0 ( c ) .



1

2

3

4

5

6

7

8

9

10

11

12

13

14 

Ii 

16

17

18 

IV 

20 

21 

22

23

24

25

26

27

28 

29

I n t r o d u c e d :  3 /2 * 1 / 7 5
R e f e r r e d :  F i n a n c e

3Y THE RULES COMMITTEE BY 
REQUEST OF THE SPEC IA L  COMMITTEE 

IN THE SENATE ON TAXATION AND REVENUE

SENATE B IL L  NO. 30*4

IN THE LEGISLATURE OF THE STATE OF ALASKA

NINTH LEGISLATURE -  F IR S T  SESSION

A B IL L

F o r  an  Act e n t i t l e d :  "An Act m a k in g  a  s p e c i a l  a p p r o p r i a t i o n  to  t h e  D e p a r t ­

ment o f  R e v e n u e ,  c o m p u te r i z e d  c o r p o r a t e  in co m e  t a x  

d a t a  b a s e ;  and  p r o v i d i n g  f o r  an  e f f e c t i v e  d a t e . "

BE IT  ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA:

* S e c t i o n  1 .  The sum o f  $ 3 0 ,0 0 0  i s  a p p r o p r i a t e d  from  t h e  g e n e r a l  f u n d  to  

t h e  D epar tm en t  o f  R evenue  to  e s t a b l i s h  and  im p le m e n t  a  c o m p u t e r i s e d  c o r p o r a t e  

in co m e  t a x  d a t a  b a s e  to  p r o v i d e  i n f o r m a t i o n  f o r  a n a l y s i s  and  s t u d y  b y  t h e  

l e g i s l a t u r e ,  t h e  U n i v e r s i t y  o f  A l a s k a ,  and  t h e  d e p a r t m e n t .

* S e c .  2 .  The u n ex p en d ed  and  u n o b l i g a t e d  p o r t i o n  o f  t h i s  a p p r o p r i a t i o n  

l a p s e s  i n t o  t h e  g e n e r a l  f u n d  J u n e  3 0 ,  1 9 7 6 .

* S e c .  3- T h i s  Act t a k e s  e f f e c t  im m e d i a t e l y  i n  a c c o r d a n c e  w i t h  AS 0 1 . 1 0 . -  

0 7 0 ( c ) .
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Introduced: 3/24/75
Referred: Finance

BY THE RULES COMMITTEE BY 
REQUEST OF THE SPEC IA L  COMMITTEE 

I I I  THE SENATE ON TAXATION AND REVENUE

SENATE B I L L  NO. 304

IN  THE LEGISLATURE OF THE STATE OF ALASKA

NINTH LEGISLATURE -  F IR S T  SESSION

A B IL L

F o r  an  A ct e n t i t l e d :  "An Act m a k in g  a  s p e c i a l  a p p r o p r i a t i o n  to  t h e  D e p a r t ­

ment o f  R e v e n u e ,  c o m p u t e r i s e d  c o r p o r a t e  in co m e  t a x  

d a t a  b a s e ;  and  p r o v i d i n g  f o r  a n  e f f e c t i v e  d a t e . "

BE IT  ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA:

* S e c t i o n  1 .  The sum o f  $ 3 0 ,0 0 0  i s  a p p r o p r i a t e d  fro m  t h e  g e n e r a l  f u n d  to  

th e  D epar tm en t  o f  R evenue  to  e s t a b l i s h  and  im p le m e n t  a  c o m p u t e r i s e d  c o r p o r a t e  

in com e  t a x  d a t a  b a s e  to  p r o v i d e  I n f o r m a t i o n  f o r  a n a l y s i s  a n d  s t u d y  by  t h e  

l e g i s l a t u r e ,  t h e  U n i v e r s i t y  o f  A l a s k a ,  and  t h e  d e p a r t m e n t .

* S e c .  2 .  The u n e x p e n d e d  and  u n o b l i g a t e d  p o r t i o n  o f  t h i s  a p p r o p r i a t i o n  

l a p s e s  i n t o  t h e  g e n e r a l  f u n d  J u n e  3 0 ,  1 9 7 6 .

s S e c .  3 .  T h i s  Act t a k e s  e f f e c t  im m e d i a t e l y  i n  a c c o r d a n c e  w i t h  AS 0 1 . 1 0 . -  

0 7 0 ( c ) .
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I n t r o d u c e d : 3 / 2  M/715
R e f e r r e d : F i n a n c e
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SENATE B I L L  NO. 30*1

IN THE LEGISLATURE OF THE STATE OF ALASKA

NINTH LEGISLATURE -  F IR S T  SESSION

A B IL L

F o r  an  Act e n t i t l e d :  "An Act m a k in g  a  s p e c i a l  a p p r o p r i a t i o n  to  t n e  D e p a r t ­

ment o f  R e v e n u e ,  c o m p u t e r i s e d  c o r p o r a t e  in com e  t a x  

d a t a  b a s e ;  and  p r o v i d i n g  f o r  a n  e f f e c t i v e  d a t e . "

BE IT  ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA:

* S e c t i o n  1 .  The sum o f  $ 3 0 ,0 0 0  i s  a p p r o p r i a t e d  fro m  t h e  g e n e r a l  f u n d  to  

t h e  D ep ar tm en t  o f  R e venue  t o  e s t a b l i s h  and  im p le m e n t  a  c o m p u t e r i s e d  c o r p o r a t e  

in com e  t a x  d a t a  b a s e  to  p r o v i d e  i n f o r m a t i o n  f o r  a n a l y s i s  an d  s t u d y  by  t h e  

l e g i s l a t u r e ,  t h e  U n i v e r s i t y  o f  A l a s k a ,  an d  t h e  d e p a r t m e n t .

* S e c .  2 .  The u n e x p e n d e d  an d  u n o b l i g a t e d  p o r t i o n  o f  t h i s  a p p r o p r i a t i o n  

l a p s e s  i n t o  t h e  g e n e r a l  f u n d  J u n e  3 0 ,  1 9 7 6 .

* S e c .  3 .  T h i s  Act t a k e s  e f f e c t  im m e d i a t e l y  I n  a c c o r d a n c e  w i t h  AS 0 1 . 1 0 . -  

0 7 0 ( c ) .
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IN  T H E  S E N A T E  ON T A X A T IO N  AMD R E V E N U E
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