


DEPARTMENT OF REVENUE
OFFiCE OF WE COMMIWONER / POUCH S — JUNEAU 99801

M a r c h  6, 1975

The H on orable T e r r y  G a r d i n e r  
Ch a ir ma n
House Ju di ci ar y Com m it te e 
A l a s k a  State L e gi sl at u re  
3tate capitol 
Juneau, A l as ka  99811

Dear Mr. Gardiner:

re House Bill No. 209

House Bill No. 2C9, an Act r e l at in g to penalties under the Alaska 
income tax was introd uc e d on F e b r ua ry  26, 1975 and r eferred to 
the House Commerce and J u d i c i a r y  Committees.

For the cons id er at i on  of the J u d i c i a r y  Committee, I a m  e n c l o si ng  
a copy of a m e m o r a n d u m  da te d  M a r c h  5, 1975 fron. F r e d er ic k P. Boetsch, 
D eput y Commissioner, De pa r t m e n t  of Revenue ou tl i ni ng  present v i o l a­
tion problems of the w i t h h o l d i n g  tax laws by n o n - r e s i d e n t  work er s  
e m ployed in the c o n s t r u c t i o n  of the T ra ns - A l a s k a  pipe l in e and s e t­
ting forth the n e c e s s it y of the pro p os ed  le gislation for prote ct io n 
o f  the State Treasury.

If you or any m e m b er s of yo ur  C o m m it te e have any qu es t io ns  on the 
m a t e ri al  submitted, ki ndly a dvise the writer by te lephone at 
465-2397 and I will cont ac t Mr. Boetsch for further m a t e ri al  or 
testimony.

Ve ry  truly yours,

R. D. Stevenson 
Special As si stant

R D S :lw 

E n cl osure

cc Fr ed erick P. Boetsch 
D eputy Comm is s io ne r 
D epartment of Revenue



-MEMORANDUM State of Alaska
TO:

FROM:

R. D. Stevenson, S p ec i al  Asst. DATE: M a r c h  5, 1975
O f f i c e  of the C o m m i s s i o n e r
D e p a r t m e n t  o f  R e v e n u e  FILE N0:

TELEPHONE NO:

F r e d e r i c k  P. B o e t s c h  Sl/y  f ? '' subject : H0 u s e  Bill 209
D e p u t y  C o m m i s s i o n e r  T  
D e p a r t m e n t  o f  Reve nu e

A  r e c e n t  su rvey b y  a u d i t o r s  and e n f o r c e m e n t  off ic er s of the 
D e p a r t m e n t  of R e ve nu e i n d i c a t e d  t ha t there was a s u b s t a n t i a l  
v i o l a t i o n  of the w i t h h o l d i n g  tax laws by n o n - r e s i d e n t  w o r k e r s  
c o n n e c t e d  w i t h  the T r a n s - A l a s k a  Pipeline. The v i o l a t i o n  c o n s i s t e d  
o f  s u b m i t t i n g  a F o r m  W-4 (the w i t h h o l d i n g  tax declaration) w i t h  
an u n r e a s o n a b l e  n u m b e r  of e x e m p t i o n s  claim ed  w h i c h  led to a zero 
w i t h h o l d i n g  tax. In some cases we found as m a n y  as 50 or 60 
e x e m p t i o n s  had b e e n  claimed. The o b v i o u s  ob je c ti ve  of c l a i m i n g  
so m a n y  e x e m p t i o n s  w o u l d  be to insure tha t there w o u l d  be no 
state income taxes w i t h h e l d  fro m their p a y  checks. W i t h o u t  
w i t h h o l d i n g  it is u n l i k e l y  that we w o u l d  ever recei v e any tax 
from these individuals.

A l t h o u g h  it w o u l d  be p o s s i b l e  to p r o s e c u t e  these i n d i v i d u a l s  
un de r o u r  e x i s t i n g  fraud statutes, the s tandard of p r o o f  is q u i t e  
c o m p l i c a t e d  and the ti m e r e q i r e d  to cond u ct  an i n v e s t i g a t i o n  
w o u l d  be such that m a n y  of t hese in di v i d u a l s  m a y  ha ve  left the 
state b y  the time any ac tion co ul d be brought. In r e v i e w i n g  the 
f e d e r a l  I n t e rnal Revenue- Cod e w i t h  r e s p e c t  to this p r o b l e m  we  
find th at  they have a s p e c i f i c  stat ut e w h i c h  a d d r e s s e s  i t s e l f  to 
the q u e s t i o n  of p e r s o n s  s u p p l y i n g  false i n fo rm a ti on  to an e m p l o y e r  
for w i t h h o l d i n g  purposes. T he p r o p o s e d  bill is c o n s i s t a n t  w i t h  
th a t p r o v i s i o n  of the Inte r na l R e v en ue  O d e .  B a s i c a l l y  it a l lo ws  
us to p r o s e c u t e  for fraud, an individu' wo sup pl ie s false 
i n f o r m a t i o n  or w i l l f u l l y  fails to supp i n fo rm a ti on  to his 
e m p l o y e r  for p u r p o s e s  of w i t h h o l d i n g  the A l a s k a  I ncome Tax. W i t h  
this kin d of p r o v i s i o n  it is m e r e l y  n e c e s s a r y  for us to e s t a b l i s h  
that such false i n f o r m a t i o n  w a s  p r o v i d e d  to the e m p l o y e r  o r  that 
such i n f o r m a t i o n  w a s  wi th held. It is not n e c e s s a r y  to a d d r e s s  
o u r s e l v e s  to the m o r e  c o m p l e x  q u e s t i o n  of income tax e v a s i o n  as 
such.

A l t h o u g h  the p u n i s h m e n t  is a m i s d e m e a n o r ,  and the jail t e r m  is 
for on e year, we felt that a $5000 m a x i m u m  fine w a s  n e c e s s a r y  in 
or de r to e n c o u r a g e  c o m p l i a n c e  since in m o s t  cases that w o u l d  be 
m o r e  th an  the tax itself. A p e r s o n  then would run the ris k of 
h a v i n g  to pay  the tax and a fine as w e l l  as p o s s i b l y  s e r v i n g  some 
time in jail.

We feel that a s t at ut e p r o v i d i n g  for a d i r e c t  p e n a l t y  for s u b­
mi t t i n g  false i n f o r m a t i o n  to an e m p l o y e r  for w i t h h o l d i n g  p u r p o s e s  
w i l l  a l l o w  us to p r o c e e d  m o r e  s w i f t l y  agai n st  v i o l a t o r s  and t h e r e­
by c u r t a i l  the p r o b l e m  b e f o r e  it get s  out of hand.

©A6J0:?



R. D. S t e v e n s o n  ■ -2- M a r c h  5, 1975

It is d i f f i c u l t  to m e a s u r e  the e f f ec t s on T r e a s u r y  of this b i l l  
since w e  do n o t  ha v e a to t al  g r a s p  of the e xtent of the p r o b l e m  
or h o w  m u c h  m o n e y  m i g h t  come in as a r e s u l t  of w i t h h o l d i n g  on 
these individuals. However, o b v i o u s l y  the ef fect w i l l  be p o s i t i v e  
since it w i l l  b r i n g  m a n y  m o r e  p e op le  un de r  the w i t h h o l d i n g  p r ov is io n s.

We a n t i c i p a t e  no a d d i t i o n a l  a d m i n i s t r a t i v e  costs a d m i n i s t e r i n g  
this b i l l  since W i t h o l d i n g  T ax Audits, in c o n n e c t i o n  w i t h  the 
p i p e l i n e  project, are a p a r t  of the P i p e l i n e  Impact Budget.

F P B :lw



A M  E N D  M E K T

TO: H O U S E  B I L L  NO. 209 BY E L I A S O N

Page 1. line 7: before the p e r i o d  add: and p r o v i d i n g  for an ef f ective

date"

Page 2, line 18: add the following:

* Sec. 2. AS ^ 3 - 2 0 . 335(g) is a m e n d e d  to read:

(g) A p er so n r e q u i r e d  to collect or t ru t hf ul ly  acco un t for a tax

i m p o s e d  by this c h a pt e r who w i l f u l l y  fails to collect the tax or to 

t r u t h f u l l y  account for and pay over the tax, or w i l f ul l y a t t e m p t s  in 

any m a n n e r  to evade the tax or the payme nt  of it is, in a d d i t i o n  to 

o t h e r  p e n a l t i e s  p r o v i d e d  by law, liable to a civil p e n al ty  e qu al  to 

the to ta l amount of the tax evaded, not collected, not a c c o u n t e d  for, 

or not paid over. This p e n a l t y  is in pl ac e of the tax not ot he rw is e

pa i d to the state. The civil p e n a l t y  shall be paid u po n d e m a n d  by the

c o m m i s s i o n e r  or his de si gnee, and shall be assessed and c o l l e c t e d  in 

the same m a n n e r  as taxes are a s s e s s e d  and collected under this chapter. 

Any r e f e r e n c e  in (a) - (f) of this sect io n to "tax" impos e d refe rs  

al s o to the civil p e n a l t y  p r o v i d e d  u nd er  this subsection.

* Sec. 3. This Act takes e ffect i mm ed i a t e l y  in accord an c e wi th  AS 01.10.-

0 7 0 ( c ) .
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