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I I E P A I I T H I E N T  O F  R E V E N U E

J r  OFFICE O F  THE COMHISSIOHEH P O U C H  S - J U H U U  99811

A p r i l  25, 19 7 7

sv#̂tJ7 j
T h e  H o n o r a b l e  K a y  P o l a n d  
C h a i r m a n
S e n a t e  R e s o u r c e s  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  
J u n e a u ,  A K  9 9 8 0 1

D e a r  S e n a t o r  P o l a n d :

Y o u  h a v e  a s k e d  the D e p a r t m e n t  o f  R e v e n u e  t o  t e s t i f y  o n  the 
p r o p o s e d  C S  f o r  S B  105 r e l a t i n g  t o  t h e  A l a s k a  n e t  i n c o m e  t a x  
act. S p e c i f i c a l l y  y o u  h a v e  a s k e d  t h e  d e p a r t m e n t  to  r e s p o n d  
t o  w a y s  i n  w h i c h  t h e  b i l l  m a y  b e  c h a n g e d  t o  i m p r o v e  t h e  
a d m i n i s t r a t i o n  of t h e  tax. A c c o r d i n g l y  I h a v e  i n c l u d e d  
t h e  t e c h n i c a l  c h a n g e s  a n d  a d m i n i s t r a t i v e  c h a n g e s  w h i c h  w e  
w o u l d  r e c o m m e n d .

1. p a g e  1, l i n e  25
d e l e t e  t h e  r e f e r e n c e  "AS 4 3 . 2 0 . 0 6 6 "  a n d  i n s e r t  t h e  f o l l o w i n g  
i n  i; < p l a c e  "AS 4 3 . 2 0 . 0 1 1 "

. '
2. p a g e  , l i n e  2 0-4

a f t e r  t h e  w o r d  " a c c o r d a n c e "  d e l e t e  t h e  f o l l o w i n g  p h r a s e  
" w i t h  s e c t i o n  18 o f  a r t i c l e  IV  o f  t h e  M u l t i - S t a t e  C o m p a c t  
(AS 4 3 . 1 9 . 0 1 0 )  an d "

3. p a g e  2, l i n e  3
a f t e r  t h e  w o r d  " s e c s . "  d e l e t e  t h e  p h r a s e  " 1 2 - 1 4 "  a n d  
i n s e r t  t h e  f o l l o w i n g  i n  its p l a c e  " 6 7 - 6 9 "

4. p a g e  2, l i n e  8
a f t e r  t h e  w o r d  " u n d e r "  d e l e t e  t h e  p h r a s e  "secs. 11(e) a n d  
(f) o f  t h i s  c h a p t e r "  a n d  i n s e r t  t h e  f o l l o w i n g  in i t s  
p l a c e  "sec. 11(f) o f  t h i s  c h a p t e r . "

5. p a g e  2, l i n e s  9 a n d  10
a f t e r  t h e  w o r d  " c h a p t e r "  d e l e t e  t h e  r e s t  o f  t h e  s e n t e n c e  
a n d  i n s e r t  t h e  f o l l o w i n g  in  its p l a c e  " s h a l l  b e  c a l c u l a t e d  
u s i n g  g r o s s  i n c o m e  a n d  d e d u c t i o n s  f r o m  g r o s s  i n c o m e  as 
d e f i n e d  i n  t h i s  s e c t i o n . "

6. p a g e  2, l i n e  11
d e l e t e  t h e  w o r d  " r e v e n u e "  a n d  i n s e r t  " i n c o m e "  in i t s  p l a c e .

7. p a g e  2, l i n e  12
d e l e t e  t h e  w o r d s  " w e l l h e a d  v a l u e "  a n d  i n s e r t  t h e  p h r a s e  

" v a l u e  o f  o i l  a n d  g a s  p r o d u c e d "  in  i t s  p l a c e .



P. p a g e  2, l i n e  15
d e l e t e  t h e  w o r d  " r e v e n u e "  a n d  i n s e r t  t h e  w o r d  " i n c o m e "
i n  i t s  p l a c e .

9. p a g e  2, l i n e  25
a f t e r  t h e  w o r d  "the" i n s e r t  t h e  w o r d  " d i r e c t "

10. p a g e  2, l i n e  28
a f t e r  t h e  w o r d  " s e r v i c e s "  i n s e r t  t h e  p h r a s e  " a n d  n o t  
i n c l u d i n g  i n d i r e c t  c o s t s  or  o v e r h e a d "

11. p a g e  3, l i n e  5
a f t e r  t h e  w o r d  " c a p i t a l i z e d "  i n s e r t  t h e  p h r a s e  "a n d  
a l s o  i n c l u d i n g  t h e  a m o r t i z a t i o n  of"

12. p a g e  3, l i n e  20
a f t e r  t h e  w o r d  " p r o p e r t i e s "  i n s e r t  t h e  p h r a s e  " a f t e r  a 
w e l l  h a s  b e e n  p l u g g e d  a n d  a b a n d o n e d . "

13. p a g e  3, b e t w e e n  l i n e s  25 a n d  26 
i n s e r t  t h e  f o l l o w i n g :
(e) d e d u c t i o n s  f r o m  g r o s s  i n c o m e  u n d e r  t h i s  s e c t i o n  s h a l l  
n o t  i n c l u d e  e x p a n s e s  p r e v i o u s l y  d e d u c t e d  o n  a r e t u r n  f i l e d  
u n d e r  t h i s  c h a p t e r .

14. p a g e  6, l i n e  21
d e l e t e  t h e  w o r d  " c o n s o l i d a t e d "  a n d  i n s e r t  t h e  w o r d  
" c o m b i n e d "  in its p l a c e .

15. p a g e  6, l i n e  21
d e l e t e  t h e  w o r d  " a l l o c a t i o n "  a n d  i n s e r t  t h e  w o r d  
" a p p o r t i o n m e n t "  in its p l a c e .

16. p a g e  7, l i n e  15
d e l e t e  t h e  r e f e r e n c e  "As 4 3 . 2 0 . 3 3 0 "  a n d  i n s e r t  "AS 4 3 . 2 0 . 3 3 5 "  
i n  i t s  pla c e .

17. p a g e  8, b e t w e e n  l i n e s  3 a n d  4 
i n s e r t  t h e  f o l l o w i n g :
Sec. 4 3 . 2 0 . 0 7 5  B O O K S  A N D  R E C O R D S .  T h e  d e p a r t m e n t  m a y  
p r o v i d e  b y  r e g u l a t i o n  t h e  m a n n e r  in w h i c h  b o o k s  a n d  r e c o r d s  
m u s t  b e  k e p t  a n d  m a i n t a i n e d  for p u r p o s e s  o f  d e t e r m i n i n g  
g r o s s  i n c o m e  a n d  d e d u c t i o n s  f r o m  g r o s s  inc o m e  u n d e r  
secs. 6 7 - 6 9  of  t h i s  c h a p t e r .



D E P A R T M E N T  O F  R E V E N U E

STATE OFFICE BUILOIHC P O U C H  S A - W H E A U  93811

JAY S. HAMMOND, BOYERNOR

March  16, 1.977

The H o n o r a b l e  Kay P o l a n d  
Cha i rm an
S e n a t e  R e s o u r c e s  Com 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  C a p i t o l  B u i l d i n g  
J u n e a u ,  A l a s k a

Re: S e n a t e  B i l l  No. 105

D ea r  S e n a t o r  P o l a n d :

S e n a t e  B i l l  No. 105, an  A c t  r e l a t i n g  t o  t h e  A l a s k a  n e t  in come 
t a x  was  i n t r o d u c e d  i n  t h e  S e n a t e  on J a n u a r y  31, 1977 and was 
r e f e r r e d  t o  t h e  S e n a t e  R e s o u r c e s  and  F i n a n c e  C om m i t t e e s .

F o r  t h e  c o n s i d e r a t i o n  o f  t h e  S e n a t e  R e s o u r c e s  C om m i t t e e ,  I  am 
e n c l o s i n g  a F i s c a l  No te  p r e p a r e d  b y  M r .  C a r y  L .  J e n k i n s ,  D i r e c t o r ,  
A u d i t  D i v i s i o n ,  D ep a r tm en t  o f  R e v e n u e ,  J u n e a u .

c c :  The H o n o r a b l e  John  C. S a c k e t t
Cha i rm an
S e n a t e  F i n a n c e  Comm 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  C a p i t o l  B u i l d i n g  
J u n e a u ,  A l a s k a

G a r y  L .  J e n k i n s ,  D i r e c t o r  
A u d i t  D i v i s i o n  
D ep a r tm en t  o f  Re v enue  
J u n e a u ,  A l a s k a

V e r y  t r u l y  y o u r s ,

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



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

FISCAL N O T E

I . R E Q U E ST
Bill/Resolution N o. S e n a te  B i l l  N o .  1 0 5 _________________________________________

T i t le   An A ct r e la f- in g  fn  fh p  A laqka npf—i ncome ta x  ■
Requested by_________ S e n a te  Reso u rces  Cnmmi t-t-pp----------------------------------- D ate------ 2 - 1  - 7 7

I I .  F IS C A L  D E T A IL
Agency A ffe c te d _________________ Rpvsnup___________
Program Category A ffected_______F is c a l  S e r v ic e s
Budget Request U n it(s ) A ffected Audit- D iv is io n

E X P E N D ITU R E S (Thousands o f Dollars)

F Y  77 F Y  78 F Y  79 F Y  80 F Y  81 F Y  82

|00 P E R S O N A L  SERVICES 88.1 .. 3..LZ • 8. . LJ7,P.._ 353.3
?oo T R A V E L 5.0 70.0 70.0 ____ U L P  . 75.0

300 C O N T R A C T U A L 10.2 .i.OL? 65.2 70.0 70.0

400 C O M M O D I T I E S .6 ...?. o . . 2.0 2.2 . 2.2300 E O U I P M E N T .l a  ; ___6.J3... .i p j . t l t i ____ L B  . i n
600 L A N D  &  S T R U C T U R E S

700 G R A N T S .  CLAIMS. ETC.

T O T A L -0- 105.7 501 .0 456.0 502.3 501.5

F U N D IN G  (Thousands o f Dollars)

G E N E R A L  F U N D - 0 - 105.7 501 .0 1 5 6 .0 . 502. T 501 .5
FE D E R A L FU N D S

O TH E R  (Specify)

P O S IT IO N S

F U L L T I M E -0- 3 L . jlcl J 10 11 .. 11
P A R T  T I M E
T E M P O R A R Y •

I I I .  A N A L Y S IS  (See Fiscal Note Preparation Instructions, Section I I I )

T h is  b i l l  w i l l  n e c e s s i ta t e  an A u d it s t a f f  o f  8 F i e l d  A u d ito r s  w i t h  a 
C l e r k  T y p i s t  I I I  and a T a x  E xam iner to  h a n d le  th e  c l e r i c a l ,  ty p in g  and 
r e tu r n  p r o c e s s in g  d u t i e s .  The o th e r  c o s ts  a re  r e la te d  to  th e  d ev e lo p m en t 
o f  th e  com puter p ro c e s s in g  system s and c o s ts  r e la te d  to  th e  p o s i t i o n s .
See memo a t ta c h e d  to  R. 0 . S tev en so n  d a te d  2 / 3 / 7 7 .

IV . D A T E  2 ~ 3 ~ 7 7

Original: Legislative Finance PHONE
cc: Budget and Management

Prime Sponsor (First Legislator N am ed)

3 3 - 0 0 1  ( R e v .  1 0 / 7 6 )



T h e  H o n o r a b l e  K a y  P o l a n d  
C h a i r m a n
S e n a t e  R e s o u r c e s  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  
J u n e a u ,  A K  9 9801

D e a r  S e n a t o r  P o l and:

Y o u  h a v e  a s k e d  t h e  D e p a r t m e n t  of R e v e n u e  to t e s t i f y  o n  the 
p r o p o s e d  C S  f o r  SB  105 r e l a t i n g  to the A l a s k a  n e t  i n c o m e  tax 
act. S p e c i f i c a l l y  y o u  h a v e  a s k e d  t h e  d e p a r t m e n t  to r e s p o n d  
to w a y s  in w h i c h  the b i l l  m a y  be  c h a n g e d  to i m p r o v e  the 
a d m i n i s t r a t i o n  of the tax. A c c o r d i n g l y  I h a v e  i n c l u d e d  
the t e c h n i c a l  c h a n g e s  a n d  a d m i n i s t r a t i v e  c h a n g e s  w h i c h  we 
w o u l d  r e c o m m e n d .

1. p a g e  1, li n e  25
d e l e t e  t h e  r e f e r e n c e  "AS 4 3 . 2 0 . 0 6 6 "  a n d  i n s e r t  the f o l l o w i n g  
in its p l a c e  "AS 4 3 . 2 0 . 0 1 1 "

2. p a g e  2, l i n e  2
a f t e r  the w o r d  " a c c o r d a n c e "  d e l e t e  t h e  f o l l o w i n g  p h r a s e  
"with s e c t i o n  18 of  a r t i c l e  IV of t h e  M u l t i - S t a t e  C o m p a c t  
(AS 43. 1 9 . 0 1 0 )  and"

3. p a g e  2, l i n e  3
a f t e r  the w o r d  "secs." d e l e t e  the p h r a s e  "12-14" and 
i n s e r t  the f o l l o w i n g  in its p l a c e  "67-69"

4. p a g e  2, l i n e  8
a f t e r  the w o r d  "under" d e l e t e  the p h r a s e  "secs. 11(e) and
(f) o f  t h i s  c h a p t e r "  a n d  i n s e r t  the f o l l o w i n g  in its 
p l a c e  "sec. 11(f) of  th i s  c h a p t e r . "

5. p a g e  2, l i n e s  9 a n d  10
a f t e r  the w o r d  " c h a p t e r "  d e l e t e  the r e s t  o f  the s e n t e n c e  
a n d  i n s e r t  t h e  f o l l o w i n g  in its p l a c e  "shall b e  c a l c u l a t e d  
u s i n g  g r o s s  i n c o m e  a n d  d e d u c t i o n s  f r o m  g r o s s  i n c o m e  as 
d e f i n e d  in th i s  s e c t i o n . "

6. p a g e  2, li n e  11
d e l e t e  the w o r d  " r e v e n u e "  a n d  i n s e r t  " i n c o m e "  in its place.

7. p a g e  2, line 12
d e l e t e  the w o r d s  " w e l l h e a d  v a l u e "  a n d  i n s e r t  the p h r a s e  

" v a l u e  of  o i l  a n d  gas p r o d u c e d "  in its place.



S e n a t o r  P o l a n d 2 A p r i l  25, 1977

8. p a g e  2, li n e  15
d e l e t e  t h e  w o r d  " r e v e n u e "  a n d  i n s e r t  t h e  w o r d  " i n c o m e "  
in its place.

9. p a g e  2, li n e  25
a f t e r  t h e  w o r d  "the" i n s e r t  t h e  w o r d  " d i r e c t "

10. p a g e  2, li n e  28
a f t e r  the w o r d  " s e r v i c e s "  i n s e r t  t h e  p h r a s e  "and n o t  
i n c l u d i n g  i n d i r e c t  c o s t s  o r  o v e r h e a d "

11. p a g e  3, l i n e  5
a f t e r  the w o r d  " c a p i t a l i z e d "  i n s e r t  the p h r a s e  "a n d  
a l s o  i n c l u d i n g  t h e  a m o r t i z a t i o n  of"

12. p a g e  3, li n e  20
a f t e r  t h e  w o r d  " p r o p e r t i e s "  i n s e r t  t h e  p h r a s e  " a f t e r  a 
w e l l  h a s  b e e n  p l u g g e d  a n d  a b a n d o n e d . "

13. p a g e  3, b e t w e e n  l i n e s  25 a n d  26 
i n s e r t  t h e  f o l l o w i n g :
(e) d e d u c t i o n s  f r o m  g r o s s  i n c o m e  u n d e r  th i s  s e c t i o n  s h a l l  
n o t  i n c l u d e  e x p e n s e s  p r e v i o u s l y  d e d u c t e d  o n  a r e t u r n  f i l e d  
u n d e r  th i s  c h a p t e r .

14. p a g e  6, li n e  21
d e l e t e  the w o r d  " c o n s o l i d a t e d "  a n d  i n s e r t  the w o r d  
" c o m b i n e d "  in its place.

15. p a g e  6, line 21
d e l e t e  t h e  w o r d  " a l l o c a t i o n "  a n d  i n s e r t  the w o r d  
" appor t i o n m e n t "  in its place.

16. p a g e  7, line 15
d e l e t e  t h e  r e f e r e n c e  "As 4 3 . 2 0 . 3 3 0 "  a n d  i n s e r t  "AS 4 3 . 2 0 . 3 3 5 "  
in its place.

17. p a g e  8, b e t w e e n  l i n e s  3 a n d  4 
i n s e r t  the f o l l o w i n g :
Sec. 4 3 . 2 0 . 0 7 5  B O O K S  A N D  R E C O R D S .  T h e  d e p a r t m e n t  m a y  
p r o v i d e  b y  r e g u l a t i o n  the m a n n e r  in w h i c h  b o o k s  a n d  r e c o r d s  
m u s t  b e  k e p t  a n d  m a i n t a i n e d  for p u r p o s e s  of d e t e r m i n i n g  
g r o s s  i n c o m e  a n d  d e d u c t i o n s  f r o m  g r o s s  i n c o m e  u n d e r  
3ecs. 6 7-69 o f  t h i s  cha p t e r .

S i n c e r e l y ,
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