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Mr. Speaker:

The Committee on ___  AL AFFAIRS

FURTHER: FI!IANCE

Date: V A  - > / V a

has had PC flJ

"An Act relating to increasing the amount of corporate Income tax 
revenue that may be shared with municipal itf^s."
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do pass [ ] do not pass

do pass vi 11h attached amendments(s )
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and recommends ____________________________________

1 same title 
j new title

AND attaches a "Letter of Intent" ( ) New Fiscal Note

reports It back without recommendation

referred to the ________________________________________ Committee
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Revenue  and  T axation § 43.20.016

dent individual i t  en title d  to a ta x  cred it equal to 16 
&  A ^  credit claimed by th e  ind iv idua l on h ia federal income 

for household and dependen t care services necessary for h is 
ji rpplovrpePt-

commissioner of revenue sha ll pay th e  am oun t of a  tax  credit 
*  a c tio n  to a res id en t ind iv idua l who m akes u re tu rn  as

jn ^ 5 4350.012. A cred it unde r th is  section sha ll be paid in 
provided in AS 43.20.030(e) for th e  pajmaent of refunds and 

** m ar not be mado w ithou t an app rop ria tion  for th a t  purpose. 
SSSLA1980; am  § 9 ch 1 SSSLA 1980; S 2 ch 2 SSSLA 1980)

—  . j  .nxndmfnU. —  S*C*ion 9, 
J T S a U  1M0 substituted 1100* for 
Z f  m iW unrodortory Ungusgt °f

i ui"Tfclrtrr. 4*««- -  Section 12 of ch. 1 
^  iket «hi» taction is rrtronctlv* 

1 1900, utd t 10 of ch. 2. pro-

vidoo that ihi* aoction i* retroactive to 
January 1, 1979.

Editor's note*. —  For WgisleUve 
finding* and purpoaa of tha enacting lag- 
ialation. a*« I 1. ch 1. SSSLA 1990, and 
I 1. ch. 2. SSSLA 1980. ia the 1980 Tempo­
rary and Special Act* and ReooKoe

$«. 4350.015. I n d iv id u a l ta x  c r e d i t
irp ea lfd  by I 10 ch 1 SSSLA 1980 and  i  9 ch 2 SSSLA 1980.

t ‘ aole*. — The repealed aertioo,
*— < (no I 1. ch 144. SLA 1978 
| «  WguUu»e fiadinga and purpose of

rvpeoling acta, tee |  1. ch i, SSSLA 1980, 
and I 1. ch 2. SSSLA 1980. in tha 1980 
Temporary and Special Act* and JUooWea

Sec. 4350.016. S h a r in g  o f  c o r p o r a t e  in c om e  ta x  r e v e n u e  w ith  
a n k ip a l id c i .  (a) There ia e s tab lished  w ith in  th e  D epartm en t of 
tn e n u r  the n nictpal ass is tance  fund. Th« leg is la tu re  m ay appropri- 

ta the fund du ring  each fiscal y ea r a n  am oun t equal to  or g rea te r 
&a_ 10 percent o f the income tax  revenue received by the s ta te  under 
AJ&350 01i(s) and AS 43 21 010 —  43.21.120 for th e  previous fiscal 

r. The Department o f R evenue shall d is tr ib u te  money from the fund 
ti roeh organ ued borough and  each c ity  o f any  d a a a  on an annua l ba tia  
«  provided in (b) and (c) o f th is  section. A borough or c ity  may not 
p e rm  payment under (b) o r (c) of th is  section u n til it subm its to the 

cf R evenue a  reso lu tion  approved by th e  governing body 
rf'he municipality th a t requests th e  . arvds D istribu tion  o f money from 
tie fund to a city o r organ ised borough w ith  a  fiscal year beg inning on 
7isuary 1 shall be m ade on Feb ruary  1 of th e  s ta te  fiscal y ea r for which 
‘•i* appropriation to th e  fund ia made. D istribu tion  o f money from th e  
bad to all o ther cities and organ ised boroughs sh a ll be n u d e  on J u n e  
I «f the sta te fiscal yea r for which th e  app rop ria tio n  to  Uw fund is 
^•de A borough or city  th a t incorpo ra te s  a lta r  D ecember 31 of a  s ta te  
^ ta l  yeas ia not elig ib le for a d is tr ib u tio n  un d e r th is  section un.'i) th e 
W e»ing sta te fiscal yaar.

•b» The base amount to b» distributed from the fund k  aach borough 
^  Q*y for the fiscal year a*.all be the amount received by the borough



f  43.20.017 A laska  St a t u t s  S upplem en t
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S 43.20.C
o r city du r in g  fiscal y ea r 1978 un d e r AS 43.70.080; however, if 
am oun t app rop ria ted  to  th e  fund by th e  leg is la tu re  un de r (a) of tni»*f 
section is in su ffic ien t for d is tr ib u tio n  o f th e  full base amount, ti* Z 
D ep a rtm en t o f R evenue sh a ll p ro ra te  th e  am oun t ava ilab le  for distji. 
bu tion  on th e  basis o f am oun ts  received du rin g  fiscal y e a r  1978 unde  
A S 43.70.080. A city  in co rpo ra ted  w ith in  an  organized borough aft*x~' 
J u n e  30, 1977 sha ll receive as a  base am oun t a sh a re  o f th e  amount 
d is tr ib u te d  to th e  borough in  w hich i t  is located based on th e  ratio 
popu la tion  in  th e  c ity  to th e  to ta l popu la tion  in  th e  borough. A city 3  
inco rpo ra ted  ou tside a n  o rgan ized  borough a fte r J u n e  30, 1977 *K»n 
receive a s  a base am oun t th e  am oun t received by the city  in the state "4  

m ost closely app rox im a tin g  i t  in popu la tion  a t  th e  tim e o f its  incorpors* *  
tion. A borough inco rpo ra ted  a fte r J u n e  30,1977 shall receive as a base 
am oun t th e  am ou n t received by th e  borou h in th e  s ta te  most closely 
app rox im a tin g  i t  in popu la tion  a t  th e  tim e  o f its  incorporation.

(c) If th e  am oun t in  th e  fund a t th e  tim e of d is trib u tio n  exceeds the 
base  am oun t to be d is tr ib u te d  u n d e r Q>) of th is  section, th e  exee« 
am oun t sha ll be d is tr ib u te d  to each borough and city on th e  basis of 
population. For th e  purpose o f th is  subsection, th e  population of a rit) 
w ith in  a n  organ ized borough sha ll be deducted from ‘he p ‘ oulatiooof 
th e  borough. Popu la tion , for th e  purpose o f th is  section, sha ll be as 
ce rtified  by th e  com m isaiouer of com m unity  and  reg ional aiTairv

(d) T he in te n t of (c) o f th is  section is th a t  local governm ents which 
levy p ropertv  tax es  reduce those lev ies in  reasonable prop irtion  to tar 
am oun t o f increased s la te  a id  received by a local g o v e rnm en t The 
govern ing  body of each local governm en t sha ll fu rn ish  a  notice w ith thr 
Lax s ta tem en t describ ing  its  use of th is  increased s ta te  aid. (f 2 ch 144 
SLA 1978, am  I 1 ch 51 SLA 1981)

Effect o f intendm«BIs. — The 1861 
amendment idded the fourth through 
Mtenlh eentenree of *ub*ertion (a).

Editor'> note*. — Section S. ch 144. 
SLA 1878. provide* TRANSITION AL 
RULES FOR REVENUE SHARING 
UNDER THIS ACT The revenue r«.~d 
under AS 43 70 (AS 43 70 020 -  
43 70 I20| <*hnh relate* U 'he 1S7R calen­
der veer (including the SU  Weenie fee due 
March 1. 1978 and the (tee m  the total 
grow* receipt* lot 1878 which accompany

S ec . 43.20.017. I n d iv id u a l  ta x  e x em p tio n s .
Repealed by I  10 ch 1 SSSLA 1980 and  I 9 ch 2 SSSLA 1980

Editor*! note* — The repealed eectten 
4*n*W (ram I 1. ch 23. SLA 18*0 

Far legttliUve finding* and purpoae cf 
rvpee Wag acta, aee |  1, ch 1. SSSLA 1880. 

i l . c h  t  SSSLA 1M0. ta the 18S0

220

return* hied in 1978 under AS 
43 70 030(d)) ia the tourte of revenue te M 
eherrd in 1979 la accordance with AS 
43 70 080. The mere a** in the cocpoeatt 
income tax which p e e  into effect in 1879a 
the aourre of revenue ta be tha red with the 
mutucipeWu** under AS 43 20 018 ta 1949 
end eubenjueni v**r» Thu Act doae ea 
entitle any organised barvsgh or eay cr*v 
of any dee* la rr»er<*e under both AS 
43.70 080 ead AS 43 *  il#. far the i 
period ef time "

Temf vary and Special Acta and Raaolva* 
ta William* • Zohel. Sup CL Oida 

(File Nee S400 S431). P2d (VpC 4. 
18801. the >upreen* court held th* u* 
e i e m p t i c n  (AS 4330 017] enacted by

I 43.20.021 R e v e n u e

«  SLA 1980. unconstitutional 
ojljtive of the equal protection provi 
j  *rt. L I 1 af lit* Alaaka conatitution.

Sec. 43.20.021. I n t e r n a l  R e v  
(«) S u b tit le  F  a n d  c h a p te r  1 o f su' 
Code, P ub lic  L aw  83-591, a s  
part of A S  43.20.010 —  43.20.3 
U terus) R ev en u e  C ode adop ted  i 
o r  modify ex em p tio n s  from  ta x  
by reference a s  a  p a r t  o f A S  43 
Janua ry  1 fo llow ing th e  effec tive 
of th e In te rn a l R ev en u e  Code 
43.20.010 —  43.20.350 un le ss  ex 
aions o f A S  43.20.010 —  43.20.

<b) For p u rp o se s  o f  c a lc u la tin g  
holding com p an ie s  p ro v id ed  for i 
Code I  541, th e  r a t e  is  12.6 p e r

(c) For p u rp o se s  o f  c a lc u la tin g  
provided fo r in  th e  p ro v is io n s  of 
rate is 4.5 p e rc e n t fo r c o rp o ra te

(d) W here a c re d it a llow ed  und  
t ’’owed in  c om pu tin g  A la sk a  incol 
corporations o f th e  am o u n t o f < 
purposes w h ich  ia a t t r ib u ta b le  to

(e) R epea led  bv f  10 ch 1

(f) For th e  p in  p o se  o f  c a lm  
preferences p rov id ed  fo r in  i f  56 
126 U.S.C. i f  56 —  58), th e  ra te  
applicable m in im um  fed e ra l ta x

(g) For p u rp o se s  o f  c a lc u la tin g  
vided in f  631 o f th e  In te rn a l 
°f the f irs t $100,000 o f  accum u la  
of accum u la ted  ta x a b le  incom e L 
1975; am  If 1, 2 ch 125 SLA  197 
II 3 —  5, 10 ch  1 SSSLA  1980;

* f wawndnwata. —  Tha Aral 
**0*m,ad*Be>eu, ratxaactive la January 

>- >880. la aubMTUoa id). deleted *af the 
J®***1 *  tha crwdit determined Im 
wa*n| iaasMa U a purpeaae- M lewtag *u 

u  »• paraaat". taaatlad *aa4 
^ arunm  -and added *of tha amaaat «  

Jvum uoed lo r (*.!#,.) ,m.vme u ,  
**“■* *• attnbulahl* u> Aiaeha* 

“ 1 * ^  vuhmctxaa («).
»*• Mcwnd 1MO 

«a January 1. 11 
*■» individual*

i t e ETd i
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JU N EAU . A LA S K A  99811 
PHONE (9071 4653300

January 20, 1982

The Honorable Donald E. Gilman 

Chairman

Senate Community and Regional 

Affairs Committee 
Room 203 - Behrends Building 

Juneau, AK 99811

Dear Senator Gilman:

Pe: Senate Bill Mo. 612

Senate Bill Mo. 612, an Act relating to increasing the amount of 

corporate income tax revenue that may b shared with municipalities, was 
introduced in the Senate on January 11, 1982, and was referred to the 

Senate Community and Regional Affairs and Finance Committees.

For consideration of the Senate Community and Regional A f f a’rs Com­

mittee, I am enclosing copies of Fiscal Motes prepared by Mr. P. A. Wall, 

Director, Administrative St vices Division, and Mary Ellen Frank, 

Research Analyst, Research Section, Department of Revenue, concerning the 

proposed legislation.

Sincerely,

R. D. Stevenson 

Special Assistant

RDS:jas 

Enclosure

cc:
T>,» tjnnorahle II F. Dankworth

--------------------
Senate Finance C e m H l e e  -

Joseph K. Donohue 
Deputy Commissioner, Taxation 

Department of Revenue

P. W. Wall, Director 
. 'Jninistratlve Services Division 

Department of Revenue

Vincent Wright 

Research Section 

Department of Revenue



I .  REQUEST
B i l l / R e s o l u t i o n  N o . b l  ̂ ___________ _________________________ ___________
T i t l e  Relating to increasing the amount or corporate income tax revenue that

THE LEGISLATURE OF THE STATE OF ALASKA
TWELFTH LEGISLATURE

FISCAL MOTE

I I ,
be shared with municipalities.

REQUESTED B/FISCAL DETAIL 
Agency A f fe c t e d _

D a te

evenue

Revenue Collection and Management

Support, a r a t e  l i n e - i t e m
P rog ram  C a te g c ry  A f fe c t e d  K e   _________________
BRU, P ro g ram , O r S u b p ro g ra m (s )  A f f e c t e d  A r im in i s t r a t in n  A 
(N o te s  I f  m ore th a n  one b u d g e t com ponen t i s  a f f e c t e d ,  s e p a ra -Arinin Svcs.n e - i t e r

am oun ts and fu n d in g  f o r  each  com ponen t i n  th e  a n a ly s i s  s e c t i o n . )  

EXPENDITURES (T h o u sa n d s  o f  D o l l a r s )

10 0  PERSONAL SERVICES
20 0  TRAVEL
300  CONTRACTUAL
4 0 0  COMMODITIES
500  EQUIPMENT
60 0  LAND & STRUCTURES
7 0 0  GRANTS,CLAIMS,ETC.

TOTAL -0-

FY 84 FY 85 FY 86 FY 87

FUNDING (Thousands of Dollars)

POSITIONS

GENERAL FUND
FEDERAL FUNDS
OTHER (Specify Source)

' -0- “

FULL TIME
PART TIME
TEMPORARY

III. ANALY51S (See Fiscal Note Preparation Instruction, Section I I I )  

There is no effect upon administrative costs.

IV. DATE January 18. 198?________PREPARED a . Vail

O r i g i n a l ^ L e g i s l a t i v e  Finance PHONE 
cci Budget and Management

Prime Sponsor (First Legislator Named) 
33-001 (Rev. 12/61)



THE LEGISLATURE O f THE STATE OF ALASKA
TWELFTH LEGISLATURE

FISCAL NOTE

I . REQUEST
B i l l / R e s o l u t i o n  No. Senate Bill 612 _
T i t l e  An Act, relating to municipal revenue sharing.
R e q u e s te d  b y Senate_C om m un itv  & R e g io n a l A f f a i r s _________ D a te , 1 / 1 1 / 8 2

I I .  F ISCAL DETAIL
Agency A f f e c t e d __________________________  _________________________________________________
P ro g ram  C a te g o ry  A f f e c t e d ________________________________________________________________
BRU, P ro g ra m , O r S u b p ro g ra m (s )  A f f e c t e d __________________________ __________________
(M o te : I f  m ore th an  one b u d g e t com ponen t i s  a f f e c t e d ,  s e p a r a t e  l i n e - i t e m  

am oun ts and fu n d in g  f o r  e a ch  com ponen t in  th e  a n a ly s i s  s e c t i o n . )

EXPENDITURES (T h o u sa : ds o f  D o l l a r s )
Fv 82 FY 8 3 GO£ FY 85 FY 86 FY 87

100  PERSONAL SERVICES
2 0 0  TRAVEL
3 0 0  CONTRACTUAL
4 0 0  COMMODITIES
5 0 0  EQUIPMENT
6 0 0  LAND & STRUCTURES
7 0 0  GRANTS,CLAIMS,ETC.

TO iA L

FUNDING o f  D o l l a r s )

GENERAL FUND
FEDERAL FUNDS
OTHER ( S p e c i f y  S o u rc e )

^223) (101) 11191 1251

POSIT IONS

FULL TIME
PART TIME
TEMPORARY

I I I .  ANALYSIS (S e e  F i s c a l  N o te  P r e p a r a t i o n  I n s t n  ? t i o n .  S e c t i o n  I I I )

SEE ATTACHMENT.

IV .  DATE 0 1 / 2 0 /B 2 __________________ PREPARED b y  Hary Ellen Frank ffV
ag ency  Depi. of Hevtftuc

o r i g i n a l :  L e g i s l a t i v e  F in a n c e  PHONE 4 6 W 1 7 3 ____________
c c i  B udg e t and Management

P rim e  S p o n s o r ( F i r s t  L e g i s l a t o r  Named)
33-001 (Rev. 12/01)



Corporation Taxes 

(Previous Statutes)
43.20 43.21 TOTAL

Revenue Sharing Impact 

(Millions of Current Hollars)

Corporation Taxes 

(Current Statutes)
10% 43.20 amended 43.20 amended TOTAL 10%

FY Non Petroleum Petroleum Corp. Taxes (TCT) TCT Non Petroleum Petroleum Corp. Taxes (TCT TCT

82 $35 $1047 $1082 $108 $31 $713 $744 $74

83 42 1101 1143 114 31 304 335 34

84 49 1233 1282 128 37 360 397 40

85 56 1436 1492 149 42 373 415 42

30%

TCT FY

The comparisons, for illustrative purposes only, reveal what would 
have been shared if previous statutes had been in effect versus what will 

in fact be shared, assuming this proposal Is implemented in conjunction 
with current statutes. The aforementioned general fund numbers represent 

total amounts of revenue to be shared under this proposal.



F e b r u a r y  4, 1982

T h a  H o n o r a b l e  Jao.mar K e r t tu la  
P r e s i d e n t  of the Senat e 
A l a s k a  S t a t e  L e g i s l a t u r e  
P ou ch  V
J uneau, A K  99811 

De a r Mr. P resident:

U n d e r  the a u t h o r i t y  of art. Ill, sec. 18, of the A l a s k a  
C o n s t i t u t i o n ,  I a n  t r a ns mi tt i ng  a bill w h i c h  revi s es  the 
r e v e n u e  s h a r i n g  and m u n i c i p a l  a s s i s t a n c e  p r o g r a m s  for 
m u n i c i p a l i t i e s  a n d  u n i n c o r p o r a t e d  c o m m u n i t i e s  in the state.

D u r i n g  fiscal y ea r 1982, o v e r  §140 m i l l i o n  will be 
d i s t r i b u t e d  to local g o v e r n m e n t s  u n d e r  the rev en ue  shar in g 
a n d  m u n i c i p a l  a s s i s t a n c e  programs. The D e p a r t m e n t  of 
C o m m u n i t y  a n d  Reg io na l  A f f a i r s  has e x a m i n e d  these p r o g r a m s  
an d f o un d that the fo ll ow in g  p r o b l e m s  e x i s t  w i t h  bo t h 
programs:

1. r e v e n u e  s h a r in g e m p h a s i z e s  tax e f f o r t  a nd 
a b i l i t y  to raise taxes w h i l e  m u n i c i p a l  a s s i s t a n c e  e m p h a s i z e s  
p o p u l a t i o n  a nd tax relief;

2. m u n i c i p a l  a s s i s t a n c e  d i s t r i b u t e s  m on e y 
a c c o r d i n g  to o u t d a t e d  i n d i c a t o r s  of b u s i n o s s  a c t i v i t y  and is 
l in ke d to the d e c l i n i n g  c o r p o r a t e  i n c o m e  tax collections;

3. r e ve nu e  shrring, w h i c h  was r e v i s e d  in 1980, 
c o n t a i n s  a p r o v i s i o n  that r e d u ce s the i m pa ct  of the 
d i s t r i b u t i o n  formula by r e q u i r i n g  tha t the a m ou nt  of 
a s s i s t a n c e  be d e t e r m i n e d  by the h i s t o r i c a l  a m ou nt  of 
a p p r o p r i a t i o n s /

4. locali ti es  are g r o w i n g  i n c r e a s i n g l y  d e p e n d e n t  
o n  the state for the fi n an ci ng  o f  p r o p e r t y  tax relief and 
i n c r o a a o d  local s e r v ic os  at a time w h a n  state rcvonues 
c o n t i n u e  to fall and a c o n s t i t u t i o n a l  s p e n d i n g  limit is 
b e i n g  c o n s i d e r e d  by the v o t e r s  of the state;

5. m u n i c i p a l  a s s i s t a n c e  e n c o u r a g e s  m u n i c i p a l  
i n c o r p o r a t i o n  w h i l e  revenue s h a ri ng  d o c s  not; and

6. the revenue s h a r i n g  and n u n l c i p a l  a s si st a n c e  
p r o g r a m s  are a d m i n i s t e r e d  by two p r i n c i p a l  d e p a r t m e n t s  w h i c h  
havo d i f f e r e n t  r e p o r t i n g  and a c c o u n t a b i l i t y  r e q ui re me nt s .



-2-

To c o r r e c t  these problems, I a m  p r o p o s i n g  l e g i s l a t i o n  to 
c o n s o l i d a t e  r e v e n u e  sharing a nd m u n i c i p a l  a s s i s t a n c e  to 
p r o v i d e  o n e  p r o g r a m  of a ss i s t a n c e  to local go ve r nments. The 
c o n s o l i d a t e d  p r o g r a m  will have a l evel of funding tha t is at 
l e a s t  e q u a l  to the p r o p o s e d  f iscal y e a r  1983 level and w i l l  
i n c r ea se  in future years at a r e a s o n a b l e  rate that can bo 
a c c o m m o d a t e d  by the state budget.

S p ec if i c a l l y ,  thi3 bill r e p e al s AS 43 .2 0 .0 16  w h i c h  p r o v id es  
for the m u n i c i p a l  a s s i s t a n c e  fun d in the D e p a r t m e n t  of 
R e v en ue  a n d  r e q u i r e s  all a s s i s t a n c e  to be d i s t r i b u t e d  under 
the r e v e n u e  s h a r i n g  p r o g r a m  of the D e p a r t m e n t  of C o m m u n i t y  
a nd R e g i o n a l  Affairs. The bill p r o v i d e s  that ea ch  r e c i p i e n t  
u n d e r  the n e w  p r o g r a m  will r e c e i v e  a t  l ea st  the entitleraer*- 
p r o v i d e d  i n  fiscal year 1983. A n y  amounts a p p r o p r i a t e d  ti 
the p r o g r a m  in ex cess of that r e q u i r e d  to m e e t  this r e q u i r e­
ment  m u s t  be d i r t r i b u t e d  under the r e v e n u e  s h a r i n g  formula.

To p r o m o t e  local r e s p o n s i b i l i t y  a n d  a c c o u n t a b i l i t y  for 
B erv ic e d el ivery, the bill r e q ui re s that at l east 50 p e r c e n t  
of the a s s i s t a n c e  r e c e i v e d  by a municipa'.icy be d e d i c a t e d  to 
the p r o v i s i o n  of b a s i c  services. The r e m a i n i n g  50 p e r c e n t  
c o u l d  be used for any o t h er  l a w fu l p u r p o s e  d e t e r m i n e d  by the 
m u n ic ip a li ty .

T o  f a c i l i t a t e  local service d el i very, I p r o po se  that the 
l e g i s l a t u r e  ad op t a s t at em en t of i n te nt  w h i c h  clearly 
p ro vi d e s  that future a p p r o p r i a t i o n s  for a s s i s t a n c e  to local 
g o v e r n m e n t s  will increase at the same rate of inc r ea se  
e s t a b l i s h e d  for th*  p r o p o s e d  c o n s t i t u t i o n a l  s p e n d i n g  limit 
amendment. As a c o r o l l a r y  to this pledge, I b e l i e v e  that it 
is a l s o  a p p r o p r i a t e  for the l e g i s l a t u r e  to p l ed ge  to "draw 
the line" o n  the a m o u n t  of a s s i s t a n c e  p r o v i d e d  through o t h e r  
a p p r o p r i a t i o n s  to state a g e n c i e s  for b a s i c  mu ni c i p a l  
services. T h e s e  a p p r o p r i a t i o n s  s h o u l d  be a n n u a l l y  redu ce d 
in the same m a n n e r  as the a s s i s t a n c e  p r o g r a m s  aro increased.

The bill i nc re a s e s  the m i n i m u m  e n t i t l e m e n t  for oach 
m u n i c i p a l i t y  to at least $100,000. T h e  c u r r e n t  m i n i m u m  
e n t i t l e m e n t  is $25,000 a d j u s t e d  by an aroa c o s t - o f - l i v i n g  
d i f f er en t ia l.  Th e h i g he r a m o u n t  is n e e d e d  to promo to  
c apacity for s e l f - g o v e r n m e n t  in stall c om m unities.

by this bill, Z prop os e to c r e a t e  a s e p a r at e p r o g r a m  of 
f i na nc ia l a s s i s t a n c e  for u n i n c o r p o r a t e d  communities. The 
c u r r e n t  rev en ue  sharing p r o g r a m  p r o v i d e s  for a p a y m e n t  of 
$25 ,0 00  to A l a s k a  N a t i v e  v i l la ge  governments. Th 
D o p a r t m e n t  of Law has c o n c l ud ed  that this a s s i s t a n c e  m u s t  be



s h a r e d  w i t h  all u n i n c o r p o r a t e d  c o m m u n i t i e s  a n d  th at  all 
r e c i p i e n t s  m u s t  c o n t r a c t  for s p e c i f i c  s e r v i c e  d e l i v e r y  
r a t h e r  than u sing state m o n e y  for g e n e r a l  a d m i n i s t r a t i v e  
p ur po se s.  This bill d e l e t e s  the c u r r e n t  p r o v i s i o n  a nd 
a m e n d s  the e x i s t i n g  rural a e v e l o p m e n t  a s s i s t a n c e  g r a n t  
p r o g r a m  (AS 44.47) to a l l o w  all u n i n c o r p o r a t e d  c o m m u n i t i e s  
to a p p l y  for grants up to $100 , 00 0 o r  c a p i t a l  pr oj ec ts , 
o p e r a t i o n  and m a i n t e n a n c e  expenses, o.* c o m m u n i t y  services. 
T h e  bill also a llows tne d e p a r t m e n t  to c o n t r a c t  d i r e c t l y  
w i t h  N a t i v e  v i l l a g e  g o v e r n m e n t s  in u n i n c o r p o r a t e d  
c o m m u n i t i e s  w h e r e  that e n t i t y  is the m o 3 t  a p p r o p r i a t e  
s e r vi ce  provider. However, t hese e n t i t i e s  rojst r e ma in  
a c c o u n t a b l e  for their a g r e e m e n t s  to p r o v i d e  t h e s e  -ervices. 
U n d e r  this bill, a N a ti ve  v i l l a g e  g o v e r n m e n t  m u s t  w a i v e  its 
i m m u n i t y  f r o m  suit ) ef or o  it c o n t r a c t s  wit h  the state to 
p r o v i d e  s e r v i c e s  under a rural d e v e l o p m e n t  a s s i s t a n c e  grant.

I b e l i e v e  tha t  this l e g i s l a t i o n  p r o v i d e s  a s i m p l e r  s y s t e m  of 
a s s i s t a n c e  to local g o v e r n m e n t s  and w i l l  r e o - l t  in a m o r e  
e q u i t a b l e  s h a r in g  o f  the s t at e' s f i n a n c i a l  resources.

Sincerely,

J a y  S. H a m m o n d  
G o v e r n o r
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February 4, 1982

The Honorable Donald E. Gilman 

Chairman
Senate Community & Regional Affairs Committee 

Pouch V v ’

Juneau, AK 99811    ... tr

n r s. Hammond, son m t

POUCH S
JU N EAU . A LA S K A  99811 
PHONE: (907) 465-2300

Re: 'Senate Bill No. 612 

Dear Mr. Chairman:

This Bill would amend AS 43.20.016(a) to increase the portion of 

net income tax proceeds from 10 percent to 30 percent that the Legis­

lature may appropriate to the Municipal Assistance Fund. While the 

Administration believes that the methods of providing municipal a s s i s­

tance should be re-examined and overhauled ( nd will shortly be intro­

ducing legislation to that effect), the rationale in SB 612 for in­

creasing this formula program from 10 to 30 percent is that legislation 

enacted last year significantly shifted State tax revenues from the oil 

and gas income tax to the oil and gas severance tax.

As a consequer;e that revenue shift between tax types, the 

amount of income taxes the State will collect in the future is materially 

reduced. For example, in FY 83, under the old oil and gas income u x  

laws, the revenue to the State would have been S1086.8 million (according 

to the Legislative Finance Division). Add this to the $35 million we 

project for the rest of the income tax, and the total income tax revenues 

the State would be receiving in FY 83 would have been $1121.8 milKo*-. 

With the new law, we foresee some $304 million in income tax in FY 83

from the oil industry and the same $35 million, making a total of

$339.0 million.

You can sec that the formulary 10 percent of the revenues under

the old income tax laws would be $112.18 mil 1 ion, whereas with the new

laws it is $33.90 million. If the 10 percent figure were cnanged to 3C 

percent, the formulary amount under the n. income tax laws would be 

$101.70 Million. Thus, if the formulary jpproach is the one that the 

State continues to follow (and bear in mind that the Administration 

believes there are better alternatives to provide for municipal revenue 
sharing), tne increase in the percentage from 10 to 30 percent under 
SB 612 would very nearly restore the formulary amount of income that may 

be shared with the municipalities to the level it would have been had oil 
and gas tax revenues not been shifted away from the income tax to the 

severance tax .



Senator Don Gilman (SB 612) 
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I hope this will be useful for your Committee in its delibera 

tions on SB 612. Please do not hesitate to contact me if you have any 

further questions on the foregoing matters.

Sincerely

Thomas K. Williams 
Commissioner of Revenue

TKW.-t w

cc: Senator Ed Dankworth
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J a n u a r y  20 , 1982

The Honorable Donald E. Gilman 
Chairman
Senate Community and Repional 

Affairs Committee 
Room 203 - Behrends Building 
Juneau, Alaska

Bear Senator Gilman:

Re: Senate Bill Nc. 612

Senate Bill No. 612, an Act relntinr to incroasin*: the amo.mt of corporate 
income tar revenue that ma” be shared with municipalities, vns introduced 
ir. the Senate cn January li, 1982 and was referred to the Senate Cornunity 
and Recional Affairs and Finance Committees.

For the consideration of the Senate Community and Regional Affairs 
Committee, I cm enclosing conies of Fi«cal Notes preoarod b y  Kr. P. A. 
Hall, Director, Adninistrative Services Division and Karv Ellen Frank, 
Research Analyst, Research Section, Den*-tment of Revent* concerning the 
proposed legislation.

R. D. StevonsotT 
Special Assistant

The Honorable Don Ferre vt 
The Hon rafale I. Darkvorth 
Co-Chairmen
Senate Finance Committee

Jos-nh F. Donoh'*
Deputy Corstiasloner 
Department o; He venue

F. A. Wall, Director 
Administrative Serrioes Division 
Department of Revenue

Vincent VJrieht 
Research Section 
Department of Reven*;e

\
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FISCAL NOTE

REQUEST
B i l l / R e s o l u t i o n  No .  SB 612___________________________________________________________
T i t l e  Re la t in g  to  in c r e a s in g  i n e -amount o t  c o rp o ra t e  income t a x  revenue t h a t  rr.a>
be shared wi t h  m u n i c i p a l i t i e s ___________________________________D a t e _____

REOUESTED BY 
FISCAL DETAIL
A g e n c y  A f f e c t e d  Revenue_____________________________________________
P r o g r a m  C a t e g o r y  A f f e c t e d  R e v e n u e  C o l l e c t i o n  a n d  M a n a g e m e n t

THE LEGISLATURE OF THE STATE OF ALASKA
TWELFTH LEGISLATURE

BRU, P r o g r a m ,  O r  S t u p r o g r a m ( s )  A f f e c t e d  AHmi n i  c . t r e t i n n  A S u p  n r t ,  AHmn Su e *  
( N o t e :  I f  m o r e  t h a n  o n e  b u d g e t  c o m p o n e n t  i s  a f f e c t e d ,  s e p a r a t e  l i n e - i t e m  

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

EXPENDITURES ( T h o u s a n d s  o f  D o l l a r s )  •

FY 82 FY 83 FY 84 FY 85 FY 86 FY 87

100 PERSONAL SERVICES
200 TRAVEL
300 CONTRACTUAL
400 COMMODITIES
500 EQUIPMENT
600 LAND & 5 "RUCTURES
700 GRANTS,CLATMS.ETC.

TOTAL -0-

FUNDING ( T h o u s a n d s  o f  D o l l a r s )

GENERAL FUND
FEDERAL FUNDS
OTHER ( S p e c i f y  S o u r c e )

-q :

POSITIONS

FULL TIME
PART TT .E
TEMPORARY

I I I .  ANALYSIS (S e e  F i s c a l  i» o te  P r e p a r a t i o n  I n s t r u c t i o n ,  S e c t i o n  I I I )

There 1s no effect upon administrative costs.

TV. DATE J anu a ry  18. 1982 P R I P A X D  BVW V n W p  u ,

a c e n c t  R e v e n u e . ________
O r i g i n a l :  L e g i s l a t i v e  Finance PHONE 465-2313______
c c i  Budget and Management

Prime Sponsor ( F i r s t  L e g i s l a t o r  Named)
23-001 (Rev. 12/81)



THE LEGISLATURE OF THE STATE OF ALASKA
TWELFTH LEGISLATURE

FISCAL NOTE

I . REQUEST
B i l l / R e s o l u t i o n  No .  S e n a t e  B i l l 6)2________________________
T i t l e  An f l r t  r e l a t i n g  t o  m u n i c i p a l  r p y p n u p  s h a r i n c .
R e q u e s t e d  b y Senate  Community & Rec’i^n~ i A f f a i r s

I I .  F ISCAL DETAIL 
A g e n c y  A f f e c t e d ,

'D a t e  i/11/82'

P r o g r a m  C a t e g o r y  A . f e c t e d _________
BRU, P r o g r a m ,  O r  S u b p r o g r a m ( s )  A f f e c t e d ,
( N o t e :  I f  m o r e  t h a n  o n e  b u d g e t  c o m p o n e n t  i s  a f f e c t e d ,  s e p a r a t e  l i n e - i t e m  

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

EXPENDITURES ( T h o u s a n d s  o f  D o l l a r s )

100 PERSONAL SERVICES
200 TRAVEL
300 CONTRACTUAL
400 COMMODITIES
500 EQUIPMENT
600 LAND & STRUCTURES
700 GRANTS,CLAIMS,ETC.

TOTAL

FY 82 FY 83 FY 84 FY 85 FY 86 FY 87

FUNDING o f  D o l l a r s )

GENERAL FUND
FEDERAL FUNDS
OTHER ( S p e c i f y  S o u r c e )

223 (lOl l 1191 ( l ^ L .

POSITIONS

FULL T l . tE  
PART TIME 
TEMPORARY

I I I .  ANALYSIS ( S e e  F i s c a l  N o t e  P r e p a r a t i o n  I n s t r u c t i o n ,  S e c t i o n  I I I )

SEE ATTACHMENT.

I V .  DATE 01/20/82________________p r e p a r e d  BY M a r y  E l l F r i n k  f
' AGENCY 0 T K t V W U t

O r i g i n a l :  L e g i s l a t i v e  F i n a n c e  PHONE ~"3fo5-Z173
c c i  B u d g e t  a n d  M a n a g em e n t

P r im e  S p o n s o r  ( F i r s t  L e g i s l a t o r  Named)
33-001 (R ev .  12/81)



82
83
84
85

Revenue Shar ing Imp c t  
(M il l ions  o f  Cu r ren t  Do l la r s)

Corporation Ta e s  
(Previous S ta tu t e s)  

43.20 43.21
FY Non Petroleum Petroleum

TOTAL
Corp. Taxes (TCT)

$35
42
49
56

$1047
1101
1233
1436

$1082
1143
1282
1492

10%
TCT

$108
114
128
149

Corporation Taxes 
(Current S t a t i  
43.20 amended 
Non Petroleum

$31
31
37
42

43.20 amended TOTAL 10% 30%
Petroleum Corp. Taxes (TCT TCT TCT FY

$713 $744 $74 $223 82
304 335 34 101 83
360 397 40 119 84
373 415 42 125 85

The comparisons, for I l l u s t r a t i v e  purposes on ly ,  revea l  what would 
have been shared I f  prev iou s  s t a t u t e s  had been 1n e f f e c t  v er su s  what w i l l  
1n f a c t  be shared, assuming t h i s  proposal I s  Implemented In con junc t ion  
with cu r ren t  s t a t u t e s .  Die aforement ioned genera l  fund numbers r ep re sen t  
t o t a l  amounts o f  revenue t o  be shared under t h i s  p ropo sa l .



 ' '   •
Municipal Assistance ** > 

Under
SB 612 Compared to Current Law 

($ Millions}

(1)
Petroleum 

Incane 
‘ Tax '■

060 .1
713.0

304.0 
-360.0

3 7 J . 0 ,
4 00 .0
4 30 .0
460 .0
490 .0
520 .0

(2)
Other

Incane
Tax

34.0

31 .0
35.0

39.0
40.0
40.0
40.0
40.0
40.0
40.0

.(3)
Totial

I n c r ^ n e
Tax

094.9

744 .0
339.0

399.0
413.0
440.0
470.0
500.0
530.0
560.0

(4)
Municipal 

Assistance 
0 10% •

09 .5
74.4

33.9
39.9 
41.3
44.0
47.0
50.0
53.0

(5)
Municipal 

Assistance 
@ 30%

260 .5
223.2

101.7
119.7 
123.9
132.0 

,141.0 
*- 150.0

159.0

Computer report of Department of Revenue, January 1902; amounts exclude any gasline incane.

FY 81-04 frcm "Revenue Sources", Alaska Department of Revenue, January 1982.
FY 05-90 projected to be 40.0 because growth in corporate inccme tax liabilities will be offset 

by the accelerated depreciation provisions of the Economic Recovery Tax Act of 1981.
•. i

Col. 1 + Col. 2

Under current law, an amount equal to or greater than 10% of the prior fiscal year's income 
tax revenue may be appropriated for municipal assistance.

SB 612 would raise the amount to 30% or more; no effective date is specified, but presumably 
the first appropriation at the higlier level is intended to be for FY 84. This would mean a 
slight decrease for FY 83. Of course, even under current law, any amount nay be appropriated.

Prepared By: Legislative Finance
Milt Barker 

1/25/82
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