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Division of Audit 
Fiscal Note Analysis

Assumptions:

The Audit Division will administer the individual income tax laws 
to insure compliance with Alaska Statutes. Although calendar year 
tax returns will not be due until 1989, a withholding tax system 
must be in place and operative by January 1, 1988. Additional
staff must be hired and fully trained to accomplish the 
following:

1. Compliance. This function will be accomplished by utilizing 
both tax examiner and auditor staff. Tax examiners, more 
typically, will handle desk review and less complex issues. 
Auditors will carpi ete field audits and deal with more 
sophisticated and complex tax issues.

2. Appeals Coordination. These positions will be staffed by both 
tax examiners and auditors depending on the complexity and issues 
involved.

3. Payroll Withholding. This function will be accomplished by 
staffing of tax examiners to reconcile employers quarterly 
withholding, returns, monthly deposits and annual statements.
They will maintain and reconcile the enployees W-2's to the 
employers returns.

4. Return Examination and Processing. This function will be completed 
by clerks and tax examiners. The field returns will be checked 
for accuracy and capleteness. Payments will be posted to the 
appropriate returns, and desk reviews will be completed to 
process the returns. Selected returns will be forwarded to an 
auditor for examination.

5. Public Education and Staff Training. This function will be 
performed by audit level staff members. Public education of the 
individual income tax laws and filing requirements will be 
accomplished through seminars conducted in various locations 
throughout the state and by training staff members dealing with 
the public. Staff training is necessary to maintain a competent 
level of employee and educate staff to the new and changing tax 
laws.
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A schedual of estimated costs to operate the Audit Division 
programs are as follows:

Personal Services - FY 88

- 2 -

1 PET Revenue Auditor III, R18, @ $4,016/Mo
including salary and benefits for 9 months 36 .1

1 PET Tax Examiner III, R14, @ $3,115/Mo
including salary and benefits for 9 months 28<>0

1 PET Tax Examiner II, R12, @ $2,673/Mo
including salary and benefits for 9 months 24.1

1 PET Tax Examiner I, RIO, @ $2,468/Mo
including salary and benefits for 9 months 22.2

1 PET Clerk III, R8, @ $2,222/Mo
including sevlary and benefits for 9 months 20.0

1 PET Clerk lypist III, R8, @ 2,222/Mo
including salary and benefits for 9 months 20.0

150.4

Travel - EY 88 6.5

This figure reflects a one time travel cost for employer training 
to be conducted in various locations throughout the State in 
conjunction with Public Services Division.

Contractual - EY 88

Wang terminals & software 34.5

Supplies - EY 88 4.5

Equipment - EY 88

Microfilm, printer, desks, chairs, etc. 15.0

'Total Expenditures
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Administ rat ive Services 
Fiscal Note Analysis

1. The Adminstrative Services Division will be responsible for the 
following functions relative to the Alaska Individual Income Tax 
Withholding system and the Alaska Individual Incane Tax Return 
Processing system.

a) Design, purchase and distribute all necessary tax returns and 
related forms.
b) Process all tax returns, including mail handling, microfilming, 
document review, data capture and filing.
c) Process all remittance of tax due which is received with tax returns.
d) Design, program, test, document, and maintain the automated 
Alasks Individual Income Tax Withholding system and Alaska 
Individual Income Tax Processing system.
e) Process and account for all individual incane tax refunds to 
individuals. _ :
f) Establish an automated billing subsystem for routine tax 
deficiencies, penalty and interest.
g) Acquire and maintain computer capacity to accomodate the tvo 
systems and the access required by the department's users.

2. The Department of Revenue will contract with a bank to provide 
a "lock-box" function, with enployees depositing all individual 
income taxes on a monthly basis.

3. The Department of Administration's data processing chargeback 
system will require that the Department of Revenue budget for the 
cost of data processing resources used by withholding system and 
returns processing system. The total chargeback is budgeted in 
Administrative services.

4. The Permanent Fund Dividend program will stay intact in its 
current form.

5. The processing of Withholding and Individual Income Tax will be 
automated as much as possible.

6. The Alaska Individual Income Tax Withholding System must be in 
place before January 1, 1988.

7. The Alaska Individual Tax Return Processing System must be in 
place before January 1, 1989.

8. The fiscal note includes the incremental cost of providing space 
for the enployees and equipment required by the department.
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9. After reviewing the fiscal analyses of all divisions, an estimate 
of the additional computer resources needed has been made. This 
cost assumes:

a) The withholding and income tax processing systems will reside on 
DQA's mainframe computer and will be programmed in ccnmand-level CICS.

b) To gain the tremendous advantages in programming development offered 
by the Wang VS, Revenue will purchase a software package which 
allows an analyst/prograirmer to write programs on the Wang VS and 
have them translated to command level CICS to run on the 
mainframe, which offers economical storage and processing for 
large files.

10. Given the existing federal tax law, this bill requires _xl 
persons receiving a permanent fund dividend to file .an Alaska 
Individual Income Tax Return. However, for purposes- of this 
fiscal analysis, it is assumed that the final version would nor 
require filing by a person whose only source of income is the 
Alaska Permanent Fund Dividend. Thus, most of Alaska's children 
would not have to file. If this proves not to be the case, then 
will be an incremental cost of processing the additional 180,000 
tax returns.

Program Summary:

The Alaska Individual Income Tax will require the creation of two 
major processing systems:

1) Alaska Individual Income Tax Withholding System.
2) Alaska Individual Income Tax Return Processing System.

In addition to designing, programming and maintaining the two 
above mentioned automated systems, the Administrative Services 
Division will process, review, microfilm, and data capture 
approximately 70,000 withholding forms and 275,000 Alaska 
Individual Income Tax Returns annually. Refund warrants vail be 
issued on approximately 213,750 of the returns filed. In 
addition, approximately 25,000 individual letters will be 
prepared, mailed, and controlled in respone to persons who file 
incomplete tax returns or whose tax returns result in a 
mathematical adjustment.

Finally, the addition of such a major program to the Department 
of Revenue will definitly impact the ability of the 
Administrative Services Division to provide general 
administrative support services with the existing staff.

The Administrative Services Division will require staffing as 
early as EY 88 in order to design and establish the computerized 
processing systems envisioned, and to produce the forms required.
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Personal Services -  EY 83

1 PET Analyst/Programmer V, R21, @ $4,856/Mo
including salary and benefit for 12 months 58.3

2 PET Analyst/Programmer IV, R19, @ $4,28l/Mo
including salary and benefits for 12 months 102.7

2 PET Analyst/Programmer III, R17, @ $3,730/Mo
including salary and benefits for 6 months 44.8

1 PET Clerk IV, R9, @ $2,343/Mo
including salary and benefits for 3 months 7.0

1 PET Tax Examiner III, R14, @ $3,115/Mo
including salary and benefits for 5 months 15.6

3 PET Document Processor I, R7, @ $2,118/Mo
including salary and benefits for 3 months 19.1

2 PET Data Processing Clerk I, R8, @ $2,222/Mo
including salary and benefits for 3 months 13.3

1 PPT Personnel Assistant II, R14, @ $1,557/Mo
including salary and benefits for 12 months 18.7

1 PPT Supply Officer II, R16, @ $1,757/Mo
including salary and benefits for 12 months 21.1

1 PET Clerk Typist III, F8, @ $2,222/Mo
including salary and benefits for 12 months 26.7

1 PET Accounting Clerk III, RIO, @ $2,468/Mo
including salary and benefits for 12 months 29.6

Total expenditures 356.9

The analyst programmer team will design, program, and maintain 
the two major systems mentioned earlier, including all subsystems 
and interfaces with the existing Revenue systems and the Alaska 
State Accounting System. All other postions will provide support 
in the following areas:

a) Mailroan
b) Microfilming
c) Manual review of the tax returns
d) Data capture
e) Personnel, fiscal, supply and purchasing
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Travel - EY 88 10.0

On-site review of selcted tax return processing systems in other 
states and training for analyst/progranmer in comtand level CICS 
and Wang VS Cobol.

Contractual - EY 88

1. 2 Wang 4250 workstations 12.2
2. 2 Wang emulator boards 1.6
3. 2 Wang 4230 key-punch terminals

for 2 months 1.8
4. Micrfilmer, with maintenance,

3 months 3.8
5. 4 phones, centrex costs, local

and long distance 5.4
6. Printing: Withholding Returns,

Deposit Coupons, /w-4's, etc. 42.0
7. Postage 22.0
8. Chargeback for computer time from DOA 91.6
9. Wang/IBM development package

(NETRON-CAP) with maintenance 123.5
10. Wang/IBM remote access software

with maintenance 5.2
11. Wang Disk Pack cleaning .7
12. IBM Control Unit Maintenance .6
13. Wang VS-100 I.O.P., Memory, Disk
14. Drive maintenanc 3.3
15. D0R‘s additional office space

requirement 80.8

Total Contractual 394.1

Supplies - EY 88 4.4

Equipment - EY 88

1. Kodak film cabinet and carresoul 1.2
2. Wang VS-100 IOP (2) 7.2
3. Wang VS-100 Memory (6 MB) 32.4
4. Wang VS-100 Disk Drive (628 MB) 27.0
5. Wang Disk Packs and IBM Control Unit - 12.8
6. Additional systems furniture 61.3
7. Operational seating 4.7
8. File cabinets, calculators, etc. 5.0

Total Equipment 151.6

Total Expsenditures 907.0
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Assumptions:

Public.Services 
Fiscal Note Analysis

. - l -

1. Regulations will be promulgated requiring monthly or quarterly 
reporting of taxes withheld on v«ges.

2. Approximately 17,500 withholding reports and 275,000 annual 
individual income tax returns will need processing.

3. Public Services Division will provide individual income tax 
assistance to both businesses and individuals.

4. Public Services Division, in close association with the Audit 
Division, will develop employee training for the division and 
employer training for the public.

Personal Services - EY 88

1 PPT Revenue Office Manager, R15, 0 1646/Mo
including salary and benefits for 12 months 19.7

Travel - EY 88

Rrployee training in conjunction with Audit
Division and administrative travel 16.5

Contractual - EY 88

1. Advertising canpaigr, withholding 
requirements, incane tax filing 45.0

2. Postage 30.0
3. Printing 5.0
4. Telephone charges 15.0
5. Messenger Services 2.0
6. Computer terminal maintenace .5
7. Publications 

Total Contractual

.5

Supplies - EY 88 _ .5

Equipment -  EY 88 5.0

Total Expenditures
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Division of Treasury 
Fiscal Note Analysis

Assumptions:

1. Cash Management Section will develop the RFP and the contract 
to lockbox the monthly employers' withholding tax deposits, 
17,500 payments per month.

2. Cash Management Section will perform the depository functions 
of the remittances attached to individual tax returns. 100,000 
per year.

3. Cash Management Section will process all returned items (NSF 
checks, etc.). 1,500 per year.

4. Processing and deposit of penalty and interest payments.

5. Cash Management Section will provide the accounting to AKSAS 
and reconciliation between the bank, AKSAS, and the Department of 
Revenue's system for the tax payments on a consolidated basis.'

Personal Services - EY 88

1 PFT Accounting Tech I, R12, @ $ 2718/Mo 
including salary and benefits for 7 months

1 PPT Accounting Clerk II, R9, @ $2310/Mo 
including salary and benefits for 6 months

Total Personal Services

Contractual - EY 88

Lockbox contract 44.6

19.0

13.8

32.8

Total Expenditures
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IN THE HOUSE BY THE STATE AFFAIRS COMMITTEE

CS FOR HOUSE BILL NO. 154 (S ta te  A f fa i r s )

IN THE LEGISLATURE OF THE STATE OF ALASKA 

FIFTEENTH LEGISLATURE - FIRST SESSION 

A BILL

For an Act e n t it le d : "An Act re la t in g  to  the ta x a tio n  o f income; re la t in g

to  in d iv id u a l tax c re d its ; and p ro v id in g  fo r  an 

e f fe c t iv e  d a te ."

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

*  Section 1. AS 4 3 .20 .011  is  amended by adding new subsections to  read:

(g) There is  imposed fo r  each taxab le  year upon the taxab le  

income o f every re s id e n t, nonresident, and p a rt-y e a r re s id e n t in d i­

v id u a l and f id u c ia ry  o f the s ta te , except those sub ject to  the ra te s 

in  (h ) , ( i ) ,  and ( j ) o f th is  se c tio n , a ta x  computed according to  the 

fo llo w in g  ta b le :

I f  the taxab le income i s :  Then the ta x  i s :

Over §31 but le ss than §30,000 3 .2  percent o f taxab le  income

§30,000 or more §960 p lus 5 .7  percent o f the

excess over §30 ,000 .

(h) There is  imposed fo r  each taxab le  year upon the taxab le  

income o f every re s id e n t, nonresident, and p a rt-y e a r re s id e n t m arried 

in d iv id u a l who makes a s in g le  re tu rn  jo in t l y  w ith  a spouse, as p ro v id ­

ed in  26 U .S .C . 6013 ( In te rn a l Revenue Code), and upon every re s id e n t, 

nonresident, and p a rt-y e a r res id en t s u rv iv in g  spouse, as defined in  26 

U .S .C . 2(a ) ( In te rn a l Revenue Code), a ta x  computed according to  the 

fo llo w in g  ta b le :

I f  the taxab le income i s :  Then the ta x  i s :

Over §31 h'Jt less than §50,000 3 .2  percent o f taxab le  income

§50,000 or more §1,600 p lus 5 .7  percent o f the

HB0154B -1- CSHB 154(SA)



1 excess over $50 ,000 .

2 ( i )  There is  imposed fo r  each taxab le  year upon the taxab le

3 income o f every re s id e n t, nonresid ent, and p a rt-y e a r res id en t head o f

4 a household, as defined in  26 U .S .C . 2(b) ( In te rn a l Revenue Code), a

5 ta x  computed according to  the fo llo w in g  ta b le :

6 I f  the taxab le income i s :  Then the ta x  i s :

7 Over $31 but less than $40,000 3 .2  percent o f taxab le  income

8 $40,000 or more $1,280 plus 5 .7  percent o f the

9 excess over $40 ,000 .

10 ( j )  There is  imposed fo r  each taxab le  year upon the taxab le

11 income o f every re s id e n t, nonresident, and p a rt-y e a r res id en t m arried

12 in d iv id u a l who does not make a s in g le  re tu rn  jo in t l y  w ith  a spouse a

13 ta x  computed according to  the fo llo w in g  ta b le :

14 I f  the taxable income i s :  Then the ta x  i s :

15 Over $31 but less than $25,000 3 .2  percent o f taxab le  income

16 $25,000 or more $800 plus 5 .7  percent o f the

17 excess over $25 ,000 .

18 (k ) In  (g ) , (h ) , ( i ) ,  and ( j )  o f th is  se c tio n , the ta x  on a

19 nonresident or p a rt-y e a r res id en t in d iv id u a l o r f id u c ia ry  is  the ta x

20 computed on taxab le income from a l l  sources, m u ltip lie d  by a fra c t io n

21 the numerator o f which is  adjusted gross income from sources in  the

22 s ta te  and the denominator o f which is  adjusted gross income from a l l
I

23 sources.

24 (1) An in d iv id u a l s h a ll determine the ta x  under th is  section

25 using the same f i l i n g  s ta tu s  as used on the in d iv id u a l's  fe d e ra l

26 re tu rn .

27 *  Sec. 2 . AS 4 3 .2 0 .0 3 0 (a ) is  amended to  read:

28 (a) Every in d iv id u a l, f id u c ia ry , and [ IF  A PARTNERSHIP WHICH HAS

29 A CORPORATION AS A PARTNER OR A] corp ora tion  [ IS ]  requ ired  to  make a
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re tu rn  under the p ro v is ion s o f the In te rn a l Revenue Code [ ,  IT ]  s h a ll 

at the same time f i l e  w ith  the department a re tu rn  s e tt in g  out

(1) the amount o f ta x  due under th is  chapter, le ss  a llo w ­

able c re d its  and payments claimed against the ta x ; and

(2) o ther in fo rm a tio n  fo r  the purpose o f c a rry in g  out the 

p ro v is io n s o f th is  chapter th a t [WHICH] the department re q u ire s .

*  Sec. 3 . AS 4 3 .2 0 .0 3 0 (d ) is  amended to  read:

(d) A taxpayer [ ,  UPON REQUEST BY THE DEPARTMENT,] s h a ll f i l e

w ith  the re tu rn [FURNISH TO THE DEPARTMENT] a [TRUE AND] co rre c t copy 

o f the ta x  re tu rn  [WHICH THE TAXPAYER IIAS] f i le d  w ith  the U nited 

S tates In te rn a l Revenue S erv ic e . Every taxpayer s h a ll f i l e  an amended 

re tu rn  wi t h  the department, and rem it any a d d itio n a l ta x  and in te re s t  

due [NOTIFY THE DEPARTMENT IN WRITING OF ANY ALTERATION IN , OR MODI­

FICATION OF, THE TAXPAYER'S FEDERAL INCOME TAX RETURN AND OF A RECOM­

PUTATION OF TAX OR DETERMINATION OF DEFICIENCY (WHETHER WITH OR WITH­

OUT ASSESSMENT). A FULL STATEMENT OF THE FACTS SHALL ACCOMPANY THIS 

NOTICE. THE NOTICE SHALL BE FILED] w ith in  60 days a f te r  the f in a l

determ ination o f the ta xp a yer's  fe d e ra l tax l i a b i l i t y  [MODIFICATION, 

RECOMPUTATION OR DEFICIENCY, AND THE TAXPAYER SHALL PAY THE ADDITIONAL 

TAX OR PENALTY UNDER THIS CHAPTER]. For purposes o f th is  s e c tio n , a 

f in a l  determ ination means [SHALL MEAN] the time th a t an amended fe d e r­

a l re tu rn  is  f i le d  or the date a fe d e ra l [A NOTICE OF DEFICIENCY OR 

AN] assessment is  made [MAILED TO THE TAXPAYER BY THE INTERNAL REVENUE 

SERVICE, EXCEPT THAT IN NO EVENT WILL THERE BE A FINAL DETERMINATION 

FOR PURPOSES OF THIS SECTION UNTIL THE TAXPAYER HAS EXHAUSTED RIGHTS 

OF APPEAL UNDER FEDERAL LAW].

*  Sec. 4 . AS 4 3 .20 .031  is  amended by adding new Subsections to  read:

( j )  The gross income o f an in d iv id u a l o r a f id u c ia ry  is  gross

income as defined in  26 U .S .C . 61 (In c e rn a l Revenue Code), and
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includes those items s p e c if ic a lly  included in  gross income under 26 

U .S .C . 71 - 26 U .S .C . 89 (S u b t it le  A , Ch. IB , P a rt I I  o f the In te rn a l 

Revenue Code) and excludes those items s p e c if ic a l ly  excluded from 

gross income under 26 U .S .C . 101 - 26 U .S .C . 135 (S u b t it le  A , Ch. IB , 

P a rt I I I  o f the In te rn a l Revenue Code), w ith  the fo llo w in g  m odifica-
i

t io n s :

(1) a taxpayer who rece ives a c o s t - o f - l iv in g  allowance th a t 

is  exempt from fe d e ra l income ta x  s h a ll determine and inc lude th a t 

amount as p a rt o f the ta xp a ye r's  income as i f  the c o s t - o f - l iv in g  

allowance were not exempt;

(2) a taxpayer who rece ives in te re s t  upon o b lig a tio n s  o f a 

s ta te , o r in te re s t upon o b lig a tio n s  o f a p o l i t ic a l  o r m unicipal subdi­

v is io n  o f a s ta te , th a t is  exempt from fe d e ra l income ta x  s h a ll d e te r­

mine and include th a t amount as p a rt o f the ta xp a ye r's  income as i f  

the in te re s t were not exempt;

(3) gross income does not inc lude lo n g e v ity  bonuses re ­

ceived under AS 4 7 .4 5 .

(k ) The fo llo w in g  adjustments to  the gross income o f an in d i­

v id u a l o r f id u c ia ry  are allowed as deductions in  a r r iv in g  a t adjusted

gross income under th is  se c tio n :

(1) the deductions a llow able under 26 U .S .C . 62 ( In te rn a l 

Revenue Code)
j

(A) a ttr ib u ta b le  to a trade or business c a rrie d  on by 

a taxpayer;

(B) from the sa le  or exchange o f p ro p e rty ;

(C) a ttr ib u ta b le  to  p ro p e rty  held fo r  the production

o f ren ts  o r r o y a lt ie s ;
I

(D) fo r  the premature w ithdraw al o f money from time

savings accounts or d e p o s its ;
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1 (F.) fo r  alim ony;

2 (2) in te re s t  received on o b lig a tio n s  o f the United S ta te s ;

3 (3) refunds o f s ta te  income taxes included in  gross income;

4 (4) permanent fund dividends paid under AS 4 3 .2 3 .0 5 5 .

5 (1) The taxab le  income o f a f id u c ia ry  is  i t s  adjusted gross

6 income. The taxab le  income o f an in d iv id u a l taxpayer is  the taxpay-

7 e r 's  adjusted gross income less personal exemptions. An in d iv id u a l

8 taxpayer may deduct from adjusted gross income the number o f personal

9 exemptions to  which the taxpayer is  e n t it le d  under 26 U .S .C . 151

10 ( In te rn a l Revenue Code). The exemption amount is  $3,000 and is  not

11 adjusted fo r  in f la t io n .

12 (in) In  th is  se c tio n , " in d iv id u a l"  means a re s id e n t, non resid en t,

13 or p a rt-ye a r re s id e n t in d iv id u a l, and " f id u c ia ry "  means a re s id e n t,

14 nonresident, o r p a rt-y e a r re s id e n t f id u c ia ry .

15 *  Sec. 5. AS 43 .20  is  amended by adding a new section  to  read:

16 Sec. 4 3 .2 0 .0 3 2 . TAX CALCULATION FOR NONRESIDENTS AND PART-YEAR

17 RESIDENTS AND FIDUCIARIES. (a) In  computing the ta x  o f a nonresident

18 or p a rt-ye a r re s id e n t in d iv id u a l o r f id u c ia ry  under AS 4 3 .2 0 .0 1 1 (k ) ,

19 the part o f the adjusted gross income a tt r ib u ta b le  to  sources in  the

20 s ta te  is  determined under AS 4 3 .2 0 .0 4 0 .

21 (b) In  computing adjusted gross income a tt r ib u ta b le  to  sources

22 in  the s ta te  fo r  a nonresident o r p a rt-y e a r re s id e n t in d iv id u a l or

23 f id u c ia ry , deductions and adjustments are allowed only to  the exte n t

24 th a t they are connected w ith  income th a t a rise s  from sources in  the

25 s ta te  or p roperty having a s itu s  fo r  ta x a tio n  in  the s ta te .

26 *  Sec. 6. AS 4 3 .2 0 .0 4 0 (b ) is  amended to  read:

27 (b) In  th is  se c tio n , income is  from a source having a taxab le  or

28 business s itu s  in  the s ta te  i f  i t  is  derived  from

29 (1) owning or operating  business f a c i l i t i e s  o r p ro p e rty  in
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the s ta te ;

(2 ) conducting business, farm ing , o r f is h in g  operations in

the s ta te ;

(3) [REPEALED

(4 ) ]  a p a rtn e rsh ip  th a t [WHICH] tran sacts  business in  the

s ta te ;

(4) [ ( 5 ) ]  a corpora tio n  th a t [WHICH] transacts business in  

the s ta te  and th a t [WHICH] has e lected to  f i l e  fe d e ra l re tu rn s  under 

26 U .S .C . 1361 - 1379 (S u b t it le  A , Ch. 1 , Subchapter S, In te rn a l 

Revenue Code) [SUBCHAPTER S OF THE INTERNAL REVENUE CODE];

(5) [ (6 )  REPEALED

(7 )]  engaging in  any o th er a c t iv i t y  from which income is  

rece ived , re a lize d ^  o r derived in  the s ta te ^

(6 ) workinR fo r  sa la ry  or wages in  the 3 ta te ;

( 7) an e s ta te  o r t r u s t  d e riv in g  income from sources in  the

s ta te .

*  Sec. 7 . AS 4 3 .2 0 .0 4 0  is  amended by adding a new subsection to  read:

(d) With regard to  the ta x  under AS 4 3 .2 0 .0 1 1 (g ) - ( j ) ,  i f  a

business, tra d e , or p ro fe ss io n , o ther than the rendering o f p u re ly  

personal s e rv ic e s , is  c a rrie d  on p a r t ly  in s id e  and p a r t ly  outside the 

s ta te , the income from sources in  the s ta te  must be determined as 

provided in  AS 4 3 .1 9 .

*  Sec. 8 . AS 43 .20  is  amended by adding a new section  to  read:

Sec. 4 3 .2 0 .0 6 2 . CREDITS AGAINST TAX. (a) A re s id e n t is  a l ­

lowed, as a c re d it against the ta x  otherw ise due under th is  chapter, 

the amount o f income tax imposed on the taxpayer fo r  the taxable year 

by another s ta te  o r t e r r i t o r y  o f the U nited States on income derived 

from sources in  the o ther s ta te  o r t e r r i t o r y  th a t is  a lso sub ject to 

ta x  under th is  chapter.
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(E) fo r  alim ony;

(2) in te re s t  received on o b lig a tio n s  o f the United S ta te s ;

(3) refunds o f s ta te  income taxes included in  gross income;

(4) permanent fund dividends paid under AS 4 3 .2 3 .0 5 5 .

(1) The taxab le  income o f a f id u c ia ry  is  i t s  adjusted gross

income. The taxab le income o f an in d iv id u a l taxpayer is  the taxpay­

e r 's  adjusted gross income less personal exemptions. An in d iv id u a l 

taxpayer may deduct from adjusted gross income the number o f personal 

exemptions to  which the taxpayer is  e n t it le d  under 26 U .S .C . 151 

( In te rn a l Revenue Code). The exemption amount is  $3,000 and is  not 

adjusted fo r  in f la t io n .

(in) In  th is  se c tio n , " in d iv id u a l"  means a re s id e n t, nonresident, 

o r p a rt-y e a r re s id e n t in d iv id u a l, and " f id u c ia ry "  means a re s id e n t, 

non resid en t, o r p a rt-y e a r res id en t f id u c ia ry .

*  Sec. 5 . AS 43 .20 is  amended by adding a new section  to  read:

Sec. 4 3 .2 0 .0 3 2 . TAX CALCULATION FOR NONRESIDENTS AND PART-YEAR 

RESIDENTS AND FIDUCIARIES. (a) In  computing the ta x  o f a nonresident 

or p a rt-y e a r re s id en t in d iv id u a l or f id u c ia ry  under AS 4 3 .2 0 .0 1 1 (k ) , 

the p a rt o f the adjusted gross income a tt r ib u ta b le  to sources in  the 

s ta te  is  determined under AS 4 3 .2 0 .0 4 0 .

(b) In  computing adjusted gross income a ttr ib u ta b le  to  sources 

in  the s ta te  fo r  a nonresident o r p a rt-y e a r res id en t in d iv id u a l or 

f id u c ia ry , deductions and adjustments are allowed only to  the extent 

th a t they are connected w ith  income th a t a rise s  from sources in  the 

s ta te  o r p ro p e rty  having a s itu s  fo r  ta x a tio n  in  the s ta te .

*  Sec. 6 . AS 4 3 .2 0 .0 4 0 (b ) is  amended to read:

(b) In  th is  se c tio n , income is  from a source having a taxab le or

business s itu s  in  the s ta te  i f  i t  is  derived from

(1) owning o r operating business f a c i l i t i e s  o r p roperty in
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(2) conducting business, farm ing, o r f is h in g  operations in

the s ta te ;

(3) [REPEALED

(4 ) ]  a p a rtn ersh ip  th a t [WHICH] transacts business in  the

s ta te ;

(4) [ ( 5 ) ]  a corporation  th a t [WHICH] tran sac ts  business in  

the s ta te  and th a t [WHICH] has e lected to  f i l e  fe d e ra l re tu rn s  under
I
26 U .S .C . 1361 - 1379 (S u h tic le  A , Ch. 1 , Subchapter S, In te rn a l 

Revenue Code) [SUBCHAPTER S OF THE INTERNAL REVENUE CODE];

(5) [ (6 )  REPEALED

(7 )]  engaging in  any o ther a c t iv i t y  from which income is  

rece ived , re a lize d ^  or derived in  the s ta te ^

(6) working fo r  sa la ry  or wages in  the s ta te ;

(7) an esta te  or t r u s t  d e riv in g  income from sources in  the

s ta te .

*  Sec. 7 . AS 4 3 .2 0 .0 4 0  is  amended by adding a new subsection to  read:

(d) W ith regard to the ta x  under AS 4 3 .2 0 .0 1 1 (g ) - ( j ) ,  i f  a

business, tra d e , or p ro fe ss io n , o ther than the rendering o f p u re ly  

personal s e rv ic e s , is  c a rrie d  on p a r t ly  in s id e  and p a r t ly  outside the 

s ta te , the income from sources in  the s ta te  must be determined as 

provided in  A.S 4 3 .1 9 .

*  Sec. 8 . AS 43 .20  is  amended by adding a new section  to  read:

Sec. 4 3 .2 0 .0 6 2 . CREDITS AGAINST TAX. (a) A re s id e n t is  a l ­

lowed, as a c re d it against the ta x  otherwise due under th is  chapter, 

the amount of income ta x  imposed on the taxpayer fo r  the taxab le  year 

by another s ta te  or t e r r i t o r y  o f the United States on income derived 

from sources in  the o ther s ta te  o r t e r r i t o r y  th a t is  a lso sub ject to  

ta x  under th is  chapter.
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(E) fo r  alim ony;

(2) in te re s t received on o b lig a tio n s  o f the U nited S ta te s ;

(3) refunds o f s ta te  income taxes included in  gross income;

(4) permanent fund dividends paid under AS 4 3 .2 3 .0 5 5 .

(1) The taxab le income o f a f id u c ia ry  is  i t s  adjusted gross

income. The taxab le income o f an in d iv id u a l taxpayer is  the taxpay­

e r 's  adjusted gross income less personal exemptions. An in d iv id u a l 

taxpayer may deduct from adjusted gross income the number o f personal 

exemptions to  which the taxpayer is  e n t it le d  under 26 U .S .C . 151 

( In te rn a l Revenue Code). The exemption amount is  $3,000 and is  not 

adjusted fo r  in f la t io n .

(m) In  th is  se c tio n , " in d iv id u a l"  means a re s id e n t, non resid en t, 

or p a rt-y e a r res id en t in d iv id u a l, and " f id u c ia ry "  means a re s id e n t, 

nonresident, or p a rt-ye a r res id en t f id u c ia ry .

*  Sec. 5 . AS 43.20 is  amended by adding a new se c tio n  to  read:

Sec. 4 3 .2 0 .0 3 2 . TAX CALCULATION FOR NONRESIDENTS AND PART-YEAR 

RESIDENTS AND FIDUCIARIES. (a) In  computing the ta x  o f a nonresident 

o r p a rt-y e a r res id e n t in d iv id u a l or f id u c ia ry  under AS 4 3 .2 0 .0 1 1 (k ) , 

the part o f the adjusted gross income a tt r ib u ta b le  to  sources in  the 

s ta te  is  determined under AS 4 3 .2 0 .0 4 0 .

(b) In  computing adjusted gross income a tt r ib u ta b le  to  sources 

in  the s ta te  fo r  a nonresident or p a rt-y e a r re s id e n t in d iv id u a l or 

f id u c ia ry , deductions and adjustments are allowed on ly to  the exten t 

th a t they are connected w ith  income th a t a rise s  from sources in  the 

s ta te  or p roperty  having a s itu s  fo r  ta x a tio n  in  the s ta te .

*  Sec. 6 . AS 4 3 .2 0 .0 4 0 (b ) is  amended to read:

(b) In  th is  se c tio n , income is  from a source having a taxab le  o r

business s itu s  in  the s ta te  i f  i t  is  derived from

(1) owning o r operating business f a c i l i t i e s  o r p ro perty  in
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(2) conducting business, farm ing , or f is h in g  operations in

the s ta te ;

(3) [REPEALED

(4 )]  a p a rtn e rsh ip  th a t [WHICH] tran sacts  business in  the

s ta te ;

(4) [ ( 5 ) ]  a co rp ora tio n  th a t [WHICH] tran sac ts  business in  

the s ta te  and th a t [WHICH] has e lected  to  f i l e  fe d e ra l re tu rn s  under 

26 U .S .C . 1361 - 1379 (S u b t it le  A , Ch. 1 , Subchapter S, In te rn a l
i
Revenue Code) [SUBCHAPTER S OF THE INTERNAL REVENUE CODE];

(5) [ (6 )  REPEALED

(7 )] engaging in  any o th er a c t iv i t y  from which income is  

rece ived , re a lize d ^  o r derived in  the statej_

(6) working jloi s a la ry  or wages in  the s ta te ;

(7 ) an e s ta te  o r t r u s t  d e riv in g  income from sources in  the

s ta te .

*  Sec. 7. AS 4 3 .2 0 .0 4 0  is  amended by adding a new subsection to  read:

(d) With regard to  the ta x  under AS 4 3 .2 0 .0 1 1 (g ) - ( j ) ,  i f  a

business, tra d e , or p ro fe ss io n , o ther than the rendering o f p u re ly  

personal s e rv ic e s , is  c a rrie d  on p a r t ly  in s id e  and p a r t ly  ou ts id e  the 

s ta te , the income from sources in  the s ta te  must be determined as 

provided in  AS 4 3 .1 9 .

*  Sec. 8 . AS 43 .20 is  amended by adding a new section  to  read:

Sec. 4 3 .2 0 .0 6 2 . CREDITS AGAINST TAX. (a) A re s id e n t is  a l ­

lowed, as a c re d it  against the ta x  otherwise due under th is  chapter, 

the amount o f income ta x  imposed on the taxpayer fo r  the taxab le  year 

by another s ta te  or t e r r i t o r y  o f the United S tates on income derived 

from sources in  the o ther s ta te  o r t e r r i t o r y  th a t is  a lso sub ject to 

ta x  under th is  chapter.
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(b) The c re d it  allowed in  (a) o f th is  section  is  lim ite d  to  th a t 

p ro p ortio n  o f the ta x  computed under th is  chapter th a t the taxab le 

income from the o th er s ta te  or t e r r i t o r y  bears to  to ta l  taxab le  in ­

come. The c re d it  may not exceed the actua l ta x  paid to  the o ther 

s ta te  o r t e r r i t o r y .

(c) The amounts deducted and w ithhe ld  as taxes under th is  chap­

te r  during a calendar year are allowed as c re d its  to  the taxpayer 

against the ta x  imposed by th is  chapter.

(d) A taxpayer who q u a li f ie s  fo r  re c e ip t o f the A laska permanent 

fund dividend under AS 43 .23 may, under reg u la tio n s adopted by the 

department, request the department to  apply the d ividend as a c re d it

against the ta x  imposed by th is  chapter.

*  Sec. 9 . AS 4 3 .2 0 .0 6 5  is  amended to read:

Sec. 4 3 .2 0 .0 6 5 . ALLOCATION AND APPORTIONMENT. A corporate 

taxpayer who has income from business a c t iv i t y  th a t [WHICH] is  taxab le  

both in s id e  and outside the s ta te  o r income from other sources both

in s id e  and outside the s ta te  s h a ll a llo c a te  and apportion net income

as provided in  the M u lt is ta te  Tax Compact (AS 4 3 .1 9 ) , o r as provided 

by th is  chapter.

*  Sec. 10. AS 43 .20 is  amended by adding a new section  to  read:

Sec. 4 3 .2 0 .1 7 1 . COLLECTION OF INCOME AT SOURCE. (a) Every 

employer making payment o f wages o r s a la r ie s  s h a ll deduct and w ithhold 

an amount o f ta x  computed in  a manner to approximate the amount o f tax 

due on those wages under th is  chapter fo r  th a t ye a r. The employer 

s h a ll rem it w ithhe ld  taxes to  the department, toge ther w ith  a re tu rn  

or re p o rt prescribed by the department, at the time or times requ ired  

by the department by re g u la tio n . The department s h a ll p u b lish  the 

ra te  o f w ithho ld ing  req u ired  by th is  se c tio n . Every employer making a 

deduction and a w ithho ld ing  s h a ll fu rn is h  to  the employee no la te r
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than January 31 o f the succeeding ye a r, o r w ith in  30 days a f te r  t e r ­

m ination o f employment, whichever is  e a r l ie r ,  a w r itte n  statement on a 

form prescribed by the department showing

(1) the name and taxpayer id e n t i f ic a t io n  number o f the

employer;

(2) the name and so c ia l s e c u rity  number o f the employee;

(3) the to ta l  amount o f wages and o ther compensation; and

(4) the to ta l  amount deducted and w ithheld  as ta x .

(b) Every employer making payments o f wages or s a la r ie s  earned

in  the s ta te , regard less o f the place where the payment is  made,

(1) is  l ia b le  fo r  the payment o f the ta x  req u ired  to  be 

deducted and w ithhe ld  under th is  section  and is  not l ia b le  to  an 

in d iv id u a l fo r  the amount o f the payment; and

(2) s h a ll make re tu rn  o f and pay to  the department the 

amount o f tax le v ie d  th a t the employer is  requ ired to  deduct and 

w ithhold under th is  chapter.

(c) An employer who f a i ls  to  comply w ith  th is  sec tio n  is  sub ject 

to the p e n a ltie s  set out in  AS 4 3 .0 5 .2 2 0 (d ) .

(d) I f  the employer is  the United S tates o r the s ta te  o r a 

p o l i t ic a l  su b d iv is io n  o f the s ta te , o r an agency o r in s tru m e n ta lity  o f 

one or more o f those e n t i t ie s ,  the re tu rn  o f the amount deducted and 

w ithheld on wages or s a la r ie s  may be made by an o f f ic e r  o f the employ­

er having c o n tro l o f the payment o f the wages or s a la r ie s  o r who is  

a p p ro p ria te ly  designated fo r  th a t purpose.

(e) In  th is  se c tio n , "wages," "em ployee," and "employer" have 

the meanings a ttr ib u te d  to  them under 26 U .S .C . 1 - 9602 ( In te rn a l 

Revenue Code).

*  Sec. 11. AS 4 3 .20 .340  is  amended by adding new paragraphs to  read:

(12) " f id u c ia ry "  means an e s ta te , a t r u s t ,  a guardian,

C S H B  1 5 4 (SA) -8- H B 0 1 5 4 B



1 tru s te e , executor, a d m in is tra to r, re c e iv e r , conserva to r, o r a person

2 acting  in  a f id u c ia ry  capacity fo r  another o r fo r  the e s ta te  o f a

3 deceased person;

4 (13) " in d iv id u a l"  means a n a tu ra l person, m arried or un-

5 m arried , adu lt o r m inor, sub ject to  payment o f an income ta x  under 26

6 U .S .C . 1 - 9602 ( In te rn a l Revenue Code);

7 (14) "d o m ic ile " means the lo c a tio n  o f an in d iv id u a l's  t ru e ,

8 f ix e d , permanent home and p r in c ip a l establishm ent, to  which the in d i-

9 v id u a l intends to  re tu rn  from a temporary or t r a n s ito ry  absence;

10 (15) "nonresident" means an in d iv id u a l who is  not a res id en t

11 o r p a rt-y e a r re s id e n t;

12 (16) "residence" means actua l p h ys ica l presence in  the s ta te

13 and is  determined w ithout regard to  a person's d o m ic ile ;

14 (17) "re s id e n t"  means an in d iv id u a l who, during the taxable

15 ye a r, was dom iciled in  the s ta te  o r resided in  the s ta te  fo r  the

16 e n t ire  taxab le ye a r; an in d iv id u a l does not lose res id en t s ta tu s

17 sim ply by reason o f a ttend ing an educational in s t i tu t io n  o r by 3erving

18 in  the armed fo rc e s .

19 *  Sec. 12. AS 4 3 .0 5 .0 8 5 , AS 4 3 .2 0 .0 1 2  and 43 .20 .013  are repealed.

20 *  Sec. 13. Sections 1 - 12 o f th is  Act apply to income rece ived a f te r

21 December 31, 1987.

22 *  Sec. 14. This Act takes e ffe c t January 1 , 1988.
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Continuation for Fiscal Note/B1ll Analysis 

CS HB 154

Making the PFD and Longevity Bonus non-taxable results 1n the revenue 
decreases shown 1n Table 1.

Table 1 compares the 1988-1992 revenue projections resulting from the 
committee substitute (CS HB 154) with the original bill (HB 154).

Table I 
Revenue Comparison 

($ 000)

FY 88 FY 89 FY 90 FY 91 FY 92

HB
CS

154
HB 154

83,000 255,000 269,000 282,000 290,000
81,600 249,100 262,500 275,300 282,000

The FY 88 projections are significantly less than the other years because 
the law 1s 1n effect for only one half of the fiscal year. In addition, 
the only collections during FY 88 will be withholding taxes during the 
first 6 months since the tax year 1988 returns will not be due until 
April 1989.

Determination of Fiscal Year. Net Receipts

1. A historical analysis of cash flows from the Alaska Individual 
Income tax Indicated tax overpayments of about 25%. These 
overpayments result 1n refunds when returns are submitted in 
January through April of the year Immediately following the tax 
year.

2. For the first year (FY88) we assume that lags 1n the submission 
and processing of withholding and estimated payments result 1n
26.7 percent of total annual collections being received during 
the first two quarters of tax year 1988 (I.e. the last two 
quarters of FY 88).

3. The calculation 1s:

$244.6 million x 1.25 x .267 = $81.6 million

4. In the first half of subsequent fiscal years there will be 
receipts (e.g. withholding, estimated payments) from the current 
tax year as well as collections of liabilities from the previous 
tax year.

The tax rate on the upper tax bracket would have to be raised from the 
proposed 5.7% to 6.1% to make the substitute bill raise the same revenue 
as the HB 154 proposal.



(Unrestricted General Funds)
(SMillions)

F Y 8 7  B u d g e t  S h o r t f a l l  P r o b l e m  a n d  S o l u t i o n s

Funding Source Change, $ 5 0 . 0 
Bradley Lake ' h .

FY87 
Current Budget 

$2391.1 / The deficit amount has been reduced by the appropriation 
o f  the Budget Reserve Fund ($ 427 .3 ) to the General Fund 
and the anticipated rise in o il prices, as presented in the 
March 1987 revenue forecasts.

3/23/87



F Y 8 8  B u d g e t  S h o r t f a l l  P r o b l e m  a n d  S o l u t i o n s
(Unrestricted General Funds)

({Millions)

F Y 8 8  
Next Y e a r 's  Budget 

$ 1 9 2 5 .6

Permanent Fund Earnings

License and Fee Increases
$ 5 0 .4  

Individual Income Tax

ELF  Postponement

-  Loan Closeouts 
$ 2 6 .7

3 /2 3 /87



F Y 8 9 ,  9 0 ,  9 1  B u d g e t  S h o r t f a l l  P r o b l e m  a n d  S o l u t i o n s
(Unrestricted General Funds)

({Millions)

FY89, 90, 91 
T otal Budget E stim ate  

$ 1 9 0 0

■ License and Fee Increases 
/  $50

E LF  Postponement

Individual Income Tax

Any revenues received above budget needs for FY 89-91 
would be placed in the Budget Reserve Fund to establish 
cash reserves.

3 /2 3 /87
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Figure 4

S t a t e  S p e n d i n g  P e r  R e s i d e n t
(Operating Budget, 1986 Dolla rs)

$5000 
$4500 +  

$4000 
$3500 +  
$3000 - 
$2500 - 
$ 2 0 0 0  - 

$1500 - 
$ 1 0 0 0  -  

$500 - 
$0 4 H

1979 1980 1981 1982 1983 1984 1985 1986 1987 1988
FISCAL YEAR

FY  79-86 are actual values The FY  87 estimate reflects restrictions. The FY  88 
projection reflects Governor Cowper's January budget proposal. A ll figures are 
Unrestricted General Funds.



Figure 5
T o t a l  S t a t e  S p e n d i n g  P e r  R e s i d e n t

(Operating, Capital, Loans; 1986 Dolla rs)

1979 1980 1981 1982 1983 1984 1985 1986 1987 1988
FISCAL YEAR

FY  79-86 are actual values. The FY  87 estimate reflects operating restrictions. 
The FY  88 projection reflects Governor Cowper's January budget proposal. A ll 
figures are Unrestricted General Funds.



W h a t  A r e  T h e  E c o n o m i c  E f f e c t s  . . .

. . . O f  T h e  T a x  ?  . . . O f  T h e  S p e n d i n g  C u t  ?

Figure 6

IMPACT OF THE TAX = 2,900 JOBS LOST

PAJD FP.CM FED ERA L TA X  
.  $50 M ILLION —

✓
NO ALASKA ECONOMIC IMPACT

PAID B Y  NON-RESIDENTS 
• * — $25 M ILLION —

MINOR ALASKA ECONOMIC IMPACT

SPENT OUTSIDE 
$15 M ILLION —

NO ALASKA ECONOMIC IMPACT

IMPACT OF SPENDING CVT=6,700 JOBS LOST

(Preliminary OMB Estimates, 3/12/87, Based on ISER Data)



Figure 7

W H E R E  A R E  T H E  T A X P A Y E R S ?

PERCENT 15 
OF 1988 
ALASKA  

RETURNS

0-10 10-20 20-30 30-40 40-50  50-60 60-70 70-80 80-90 90- O V ER
100  100

IN C O M E  G R O U P *
(Thousands of $)
•Adjusted Gross

Division of Policy 3/12/87



Figure 8

W H E R E  I S  T H E  I N C O M E ?

16

PERCENT 
O F  TOTAL 

1988 
ALASKA  

AG I

0-10 10-20 20-30  30-40 40-50 50-60 60-70 70-80 80-90 90- O V ER
100 100

IN C O M E  G R O U P
(Thousands of $)

Division of Policy 3/12/87
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Figure 9

W h o  B e n e f i t s  F r o m  I n t e r e s t  D e d u c t i o n s  ?

12

10

8Average 
Percent 

Deducted 
From 1988 6
Alaska AG I

0 [ n a m  | Kama | BBaroa | m saa | rsarega i taagm  i m am  | grams ,|_igMBa | w tssm.\. iaag«L_|

0-10 10-20 20-30 30-40 40-50 50-60 60-70 70-80 80-90 90- O ver
„  100 100

. . Income Group
(Thousands of $)

Division of Policy 3/6/87



wn— mi

T a x  

L i a b i l i t y  

a s  a  

P e r c e n t  

o f  I n c o m e *

Figure 10

W h a t  A r e  T h e  T a x  Rates ?

I N C O M E
(Thousands)

* Effective tax rates will be lower than shown here because the state tax is an allowable

deduction in figuring federal tax liability. O M B ,  Division of Policy, 3/12/87.



Figure 11

H o w  D o e s  T h e  T a x  O n  $ 2 5 , 0 0 0  I n c o m e  C o m p a r e  
W i t h  P F  D i v i d e n d s  R e c e i v e d  ?

$3500

$3000 ■■

$2500 ••
T a x

P a i d $2000 ••
a n d

P F D s

R e c e iv e d
$1500 -•

$1000

$500 • ■

$0--

PFDs
Received
$ 3 18 8

PFDs
Received
$ 1 5 9 4

State 
Income 
Tax

$ 6 0 7 *

t M U f i g

I  %

PFDs
Received
$797

State
Income
Tax

$ 7 0 5 *

F a m i l y  O f  F o u r M a r r i e d  C o u p l e S i n g l e  I n d i v i d u a l

* Net tax will be lower because state tax is an allowable deduction in figuring federal tax

liability. Oct. 1988 dividend estimated by P F  Corp. OMB/Division of Policy, 3/12/87.



Figure 12

H o w  D o e s  T h e  T a x  O n  $ 5 0 , 0 0 0  I n c o m e  C o m p a r e  
W i t h  P F  D i v i d e n d s  R e c e i v e d  ?

$3500

$3000

$2500
T a x

$ 2 0 0 0
a n d  

P F D s  

R e c e i v e d  $ 1 5 0 0

$ 1 0 0 0

$500

PFDs
Received
$ 3 1 8 8

State
Income
Tax

$ 1 2 5 1 *

PFDs State
ReoavBd Income
$ 1 5 9 4  Tax

PFDs
Received
$ 7 9 7

State
Income
Tax

$ 1 9 3 0 *

t
F a m i l y  O f  F o u r  M a r r i e d  C o u p l e S i n g l e  I n d i v i d u a l

i

* Net tax will be lower because state tax is an allowable deduction in figuring federal tax

liability. Oct. 1988 dividend estimate by PF Corp. OMB/Division of Policy, 3/12/87.
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STATE OF ALASKA 
INDIVIDUAL INCOME TAX 

FLOW CHART

I I
! Total Federal Income j 
I 1040 Line #23 | 

1 1
I

| Add |
1 Federal C.O.L.A. 1

1
[ Add |
I Tax Exempt 1
1 Interest i

1
i Less |
1 Interest on |
1 U.S. Obligations 1

1
I Less |
1 Alimony Paid 1

1
1 Less |
| Alaska Tax !
1 Refunds 1

I
\ Less I
|Penalty for Early |
IWithdrawal of Sav. 1

1
1
1
1

1
Alaska Adjusted Gross Income |

1
1

| Personal |
1 Exemptions! 

1

1 1
i Alaska Taxable Income |

1 1
1

1 Tax |
| 2 Bracket |
I Rates 3.2/5.7 1

1
! Credit 1
|Taxes Paid |
| in Other |
1 States 1

Payments 
W1 thholding 
Est. Tax

I PFD Creditl



Individual Ireose Tax Draft 
Desicneo Revenue Goal—S250 siliian 

Effective tax rates 
193d

DRAFT *

ALL ALL
RETURNS RETURNS

FEF.CENT OF PERCENT OF 
A3I RANEE RETURNS AGI

LOSS 1.23X - 0 . 92: : o.co: 0.031 o.oo: o.oo: o.oo:
0 TO 10000 21.15: *! 7C* w» VJ« : 0.S3: 0 . 13: 0.741 0 . 2s : 1.01X
10001 TO 20000 19.76: 8.611 : 1.95: 1.051 1.371 1.511 o IP.« kttkk
20001 TO 30000 ■ 14.43: io . se: ! 2.26: 1.811 2.43: 2.16: 2.712
30001 TO 40000 11 . 43 : u .7 s : i r c**v1 «iJ4a 2.171' 2.66: 2.63: 2.97:
40001 TC 50000 0 ,2U “ ••to* I CC* ImtWw* : 2.69: 27401 2.37: 3.26: 3.521
50001 TO 60000 • #

O.O/U 10.-52: i it Ilk 2.55 : 3.2SX 3.67: 3.391
60001 TO 70000 4.SBI 9.34: : 2.99: 2.811 3.79: ’ 3 .96Z 4.13:
70001 TO 80000 T cnt 0 • 7.721 1 3.2SI 3.17: >3.96: 4.19: 4.341
60001 Tu 90000 n n  “i$Jl 14 s . ec: • r c**I tftdJit 3.43: 4.09: •4.34: 4.461
90001 TO 100000 i .5 s : «7 • tfc* 1 •• 4»/yJk 3.65: 4.26Z 4.381 § :-  <■ 1..CX.
1000CI TG 150000 2 .6 i : 9.111 ! 4.037. 3.97Z 4 .5 t: 4.54: 4.751
150001 TO 200000 o .s i : 2.54: 1 4.567 4.39: 4.811 4.96: 4.96:
200001 TO 300000 0.237. 1« Jlk ! 4.36: 4.69: 4.932 5.19: 5.09:
300001 TO 400000 o.ov: 0.92: ■ s.os: 5.02: 5.291 5.03: c ir.. 0 • lwA
OVER 400000 o.os: 1 . 73 : 5.24: 5.36: 5.60X 5.49: r .»C7Ui 1 Ji

TOTAL ioo. oo: 100.001

ALL HA'F.IED MARRIED HEAD Gr
RETURNS JOINT SEPARATE HOUSEHOLD SINGLE

EFFECTIVE EFFECTIVE EFFECTIVE EFFECTIVE EFFECTIVE 
TAX RATE TAX RATE TAX RATE TAX RATE TAX RATE -

* Tho brackets 3.2".-- 0 tc 30000 (sinole) ! 0 to 40000 (head of hcueehcldl !
0 to 50000 (aarried-joir.t) ! 0 to 25000 (tarried-seoarate)

5.7L-- over 30000 isincle) ! over 40000 (head of household) !
‘ over 50000 (u rried -jc in t) 1 over 25000 learried-seoarate)

t Acoorucns Non-residents tax 
*■ 13000 Dersonal execotion



Tax Rates In  Other S tates

State or Rate ran̂eia) 1other jurisdiction (percentt
A l a b a m a ...............................
A r i z o n a i b ) .........................
A r k a n s a s ............................
C a l i f o m i a ( b ) ....................
C o l o r a d o ............................

2 . 0  - 
2 . 0  - 
1 . 0  - 
1 .0  - 
3 . 0  -

5 . 0 ( 3 )  
8 . 0 ( 7 )  
7 .0 ( 6 )  

11 .0 (11)  
8 . 0 ( 1 1)(f)

D e l a w a r e ............................
G e o r g i a ..................................
H awa i i  . . . I .......................
I d a h o  ....................................
I l l ino is ....................................

1 . 2  - 
1 .0  * 
2 . 2 5  - 
2 . 0  - 
2 . 5

9 .7 (14 )
6 .0 (6 )

11 .0 (11 )
7 .5 (6 ) ( i )

I n d i a n a .................................
I o w a i b ) ..................................
K a n s a s ..................................
Ken tu cky  ............................
L o u i s i a n a ............................

3 . 0
0 . 5  -
2 . 0  • 
2 . 0  -  
2 . 0  -

I3.0(l3)(k)
9.0(8)
6.0(5)
6 . 0 ( 3 )

M a i n e ( b ) ...............................
M a n  l a n d ............................
M a s s a c h u s e t t s .................
M i c h i g a n ............................
M i n n e s o t a ( b ) ....................

1 .0  -  10 .0 (8 )
2 . 0  • 5 .0 (4 )
5 . 1 8 7 5 (m )
5 .1
1 .0  -  9 .9(1 t ) ( o )

M i s s i s s i p p i .........................
M i s s o u r i ...............................
M o n t a n a ( b ) .......................
N e b r a s k a ............................
N ew  Je r s ey .........................

3 . 0  -  5 . 0 (3 )  
1 .5 -  6 .0 (1 0 )
2 . 0  -  11 .0 ( 10)  
19^9 o f  U . S .  tax 
2 . 0  • 3.5(3)

New M e x i c o .......................
N ew  Y o r k  .........................
N o r t h  C a r o l i n a ..............
N o r t h  D a k o t a .................
O h i o .......................................

1 .8  -  
2 . 0  -
3 . 0  -
2 . 0  - 
0 . 8 5 5 -

8 .5 (7 )  
13 . 5 ( 1 3) (q ) 
7 .0 (5 )  
9.(XS)(r) 
8 . 55 (8 )

O k l a h o m a ..........................
O r e g o n t b ) ............................
P e n n s s l v a n i a ....................
R h o d e  I s l a n d ....................
S o u t h  C a r o l i n a ( b ) . . . .

0 . 5  -
4 . 0  - 
2 . 2
22 . 2 1  **9
2 . 0  -

6 . 0 (7 ) ( t )  
10-9 (7 )  .

o f  U . S .  tax 
7 . 0 ( 6 )

L’ t a h .......................................
V e r m o n t ...............................
V i rg in i a ..................................
W es t  V i r g i n i a .................
W i s c o n s i n t b ) ....................

2 . 7 5  -  
2 6 <r9 o f  
2 . 0  - 
2 .1 - 
5 . 0  -

7 . 75 ( 6 )  
U . S .  ta.x(u) 

5 .75 (4 )  
13 .0 (18 )  
7 . 9 ( 4 )

D i s t .  o f  C o l ........................ 2 . 0  - 11 .0 (10 )

Page 7
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120,000 120,500 •641 <611 till 1141 1120.500 171,000 >664 1161 1664 •661 1121,000 •21,509 • •64 <680 1130 hid :121.504 •72.000 1614 1616 1616 U16 1422.000 122.500 • 717 <712 HI2 m2:122.500 <21.000 I72B •771 1721 1721 1121.000 <21,509 • III Oil HU HU 1121,500 124,000 • 710 HU • 710 <740 1124.000 121.500 1176 1776 4776 1774 :■24,500 125,000 •712 1712 1747 <712:
125,000 125,500 iboo 1201 1101 llll I
125,500 126,000 IB2I <171 <924 a:<3 :126.000 126,500 • BIO IBID 1110 1171 I126.500 127,000 1856 1156 IB56 •too:127.000 127,500 <9)2 IB72 IB72 I42B 1127.500 I7B.000 ieib IESI <338 1457 i128.000 428,500 <100 1101 HOI •IBS 1128.500 121.000 1120 1170 1124 11.014 !
121,000 121,500 HU 1116 1116 11.042 1121,500 110,000 1152 •152 <55? u,07i:
110.000 410,500 1148 •171 1161 •1.011 1110.500 111,000 >080 • 1,001 HSI 11,121 1m.ooo 111,500 11,000 11,011 11.000 •1.154 1151.500 112,000 11,014 11.060 <1,016 11.105 1112.000 112,500 11.01? <1,088 11,012 11.21! i112,500 •11,000 11,018 11.117 11.011 11.71) :111,000 111,500 <1,060 <1,105 11.061 11,2)3 I
<11.100 111,000 II.OBO 11,171 u.oeo 11,711 I114.000 111,500 11,016 •1,207 <1,016 11,122 1<14,504 115,000 11,112 11,711 11.112 11,156 1<15.000 <35,500 41,128 tl.25! •1.128 II.1BI 1115.500 116,000 II,HI 11,3GB II,IH II,115 1•16,000 <16,500 <1,160 11,116 11,160 II.HI 1116,500 <17,000 <1,126 11,115 11,176 11,4)0 I
117.000 117,500 11,112 11,171 II.112 <1,118 1117,500 119.000 11,200 11,107 •1,703 11.522 1119,000 118,500 11.720 <1,410 11,721 •1.555 1118,500 <11,000 11,210 <1,451 11,240 <1,561 1111,000 •11,500 91,256 11,102 11,256 11.112 1•11,500 «0,000 •1,2)2 11,516 •1,2)2 II,HI 1

 Finis sums...............
PARRIED HEAD OF HARRIED

IAIAUE neon IOIII SUSIE HOUSEHOHSEPARAIE
IIIACHI BREAKS •» 150.000 110,000 <10,000 125,000
110.000 110,500 •1.703 II,SII II,2« 11,641 1
140.500 m.ooo <1,101 <1,511 <1,323 II.611 1
m.ooo 111,500 11.170 11,401 11,151 11,724 :
441.500 112,000 11.516 •1,410 11.360 11.155 1
<42.000 112.500 11,152 H.159 11.109 11,181 I<12.500 111,000 II.Ill 11.497 11,417 •1,612 1
<:;.»oo 141.500 H.3II 11.715 11,465 •1,610 1
113.500 m.ooo 11.100 >1.744 11,411 <1.861 !
iu.i‘00 141.500 II.II4 11.772 11,522 11.697 :
141.500 115.040 •1,417 11,101 11,551 <1,926 I
••5.000 115.500 11,119 11.121 <1.511 •i,i5< :
•15,500 m.ooo 11.161 •1.851 II.60B II,IB! 1
m.ooo <16.500 <1,460 11,611 <1,156 12,011 1
•11,500 <17,000 11,416 11,115 <1,165 12,010 I
141,000 117,500 11.512 •1,143 11,413 12.068 1
117.500 IIB.OOO 11.520 <1,172 11,727 12,017 1
<10.000 <48,500 II.5H •2,000 11,750 12.125 1
119.500 • U.OOO II.510 12.021 •1,771 •2, IX I
HI.OOO 141,500 11,516 11.052 11,807 12,182 1
<11.500 150.000 •1.597 <7,081 11,631 •2,211 1
<50.400 155.500 •1.411 •2.114 11.141 12.239 1
150.500 151.000 >1.441 17,115 11,811 •2,768 1
•51.000 •51.500 <1.471 •2.171 <1.121 12.216 1
151.500 157.000 11.700 12,200 <1,150 12.325 1
<51.000 152.500 <1.720 <2.221 *11,978 12.151 1
152.500 •53.000 <1.757 11,257 17,007 12.162 1
151.000 411,500 11.78! 17.705 17,0)5 •2.410 i
•53.500 151,000 II.IU •7,in <7,061 •2,<11 :
154.000 151,500 11.112 42.147 •2,01? 12,167 1
151.500 155.000 <1.871 •7,271 12.171 12,116 1155.000 155.500 •1.891 12.111 12,111 •2.521 1
155.500 156,040 11,921 12.470 12,171 12,55! 1
151.000 •56.500 11,956 12.451 12,704 12,511 1
151.500 <57,000 II.IBS 17,465 <2.713 •2,610 1•52,000 157,500 12,011 12.511 12,741 13,451 I
157,500 150.000 12,017 •2.512- •2,212 17.167 1
158.004 •50,500 12.0)0 •2.570 12,320 12,415 I
151.500 151,000 17,011 12,511 12,3H 12,774 1
151.400 151,500 12.177 12,677 12,177 12.152 1
151.500 140,000 12,IU •2,454 12,404 12,711 1

.FILINS SIAIUS.
HARRIED HEAD OF PARRIED

IAIAUE UCOHE JOIN! SUSIE WWSEHO.0SEPAAAIE
IIRACIEt BREAKS -II 150.000 110,000 110.000 125.000

1 llu.OOO • 470,000 12.455 12.955 <7.105 I1.0E9 1
1 •70,004 • 180,009 •1.075 . 11,575 11.7)5 >1.430 1
1 160,000 • 190.000 13.515 11.095 •3.815 11.220 i, <90,000 - 4100.000 U.I6S 01,415 <1.415 14,790 :
••100.090 • IIIO.OOO •1.755 •5.215 11,185 i3.no:
1iiio.ooo - •120,000 15.105 •5 CSV £.V,5 •5.930 :
11120,000 - <130.000 15.1)5 V - -v'2) <6.300 :
1<130.000 - ino.coo <4.415 "1 '.a.415 17.070 :*, >110,000 • •150.000 U.OIS HV.V. 17.265 17.610 :
11150.000 - <160.000 17.515 <*.3ia 17.115 ■■.no:
1•160.000 - •170.000 10.155 16.Hi 13.105 11.730 :, 1170,000 - 1180,000 18.725 <9,275 18.1)5 <9.130 1
11180,000 - <190,000 19,295 h.is;- 11,515 <1.110 :
I <110,000 • <200,000 11.665 •10.365 110,115 HO.<90 :
I 1200,000 - 1210.000 Hu.415 110.915 110.695 •11.069 1
11210.000 - <220,000 111.005 111.505 111.755 111,430 1
, <220,000 - <230.000 HI.575 <12.075 111,STS 117,200 :
I •230,000 - 1210,000 112.145 <12,615 117.595 117.7)0 1•1740.000 • 1250,000 •17.715 115.215 •17,965 Hi.no:
1<250.000 - 1760.000 112.785 111,785 111.515 113.910 1
* 1240.000 - <710.000 (11.855 <11.355 in.to) III.480 1
D1270.000 - 1380,000 114.475 111,925 •11,675 115,010 !
1•260.000 - •210.000 114.995 •15.495 115,715 115.420 1
1•290.000 - •100.000 US.SiS 116,065 115.115 111.190 :
1<300.000 • IIIO.OOO <16.IIS 116.635 114.165 ui.no t
! 1310,000 •1120,000 114.705 117,205 III,955 •17,330 :
: 1120.000 • •110.000 117.775 •17,7)5 117.535 •12.100 1
! <150,000 - <110.000 117,615 118.115 118,015 H8.no:
! •110.000 • <150.000 118.415 •13.115 HI,115 Hi.oio:
11150,000 - <160,000 III.98S 119,185 119.715 119.610 1
11160,000 - 1319.000 •19.555 120.055 119.855 120,180 I
11170.000 •4180,000 •20.125 <70.625 170,375 •20,150 1
11180,000 - 1190,000 120.195 •21.195 120.915 <21,320 1
11310,000 - 4100,000 121,765 •21,765 <21,315 121,810 1
! 1400,000 - IUO. 000 •21,115 122,115 122,085 122,169 1
11410,000 - 1420,000 127.405 •22,905 •22.455 173.010 1
11120,000 • 1410,000 127.175 •21,175 123.225 121,630 1
11410,000 • IIIO.OOO •23,515 •21,015 123.715 <24.HO 1
I 1110,000 • <450.000 •71.115 <21.615 124,345 <34.740 1
11450,000 - mo, ooo Ul.iBS •25.115 124,913 175.310 1
11160,000 - IUO,000 •21,255 175,755 175.505 173.880 1
11170,000 - 1499.000 US.ITS •76.175 Hi.0)3 •76.150 :
11190.000 • 1110,000 126,315 171.995 •76.415 171.070 :
1IIIO.OOO - 1500.000 l?l,965 •77.H5 177,715 <77.590 !| •aaiBaatBilliaiiaaititiiaiisMiMiliilliiIlf■*■■■(I>!■«•!

• FEOEAAl IAIAUE IHCCHE IS 07 FtFCIII OF SIAIE IAIAUE INCOPE OVERALL.



ANALYSIS

HB 154 AND SB 148 

RELATING TO AN INDIVIDUAL INCOME TAX

Section 1 imposes a tax of 3.2% and 5.7% on the taxable income of 
residents, nonresidents, part-year residents and fiduciaries. Married 
individuals filing a Joint return and surviving spouses, heads of 
household, unmarried individuals and fiduciaries, and marrieds filing 
separate returns will pay the 5.7% tax on the taxable income in excess of 
$50,000, $40,000, $30,000, and $25,000, respectively. The tax on 
nonresidents and part-year residents is based on total taxable income and 
the tax is then apportioned to the state based the percentage of adjusted 
gross income attributable to an Alaska source. A taxpayer is required to 
use the same filing status as claimed on the federal tax return.

Section 2 provides that a taxpayer must file a state tax return if 
required to file a federal tax return.

Section 3 requires that a taxpayer file a copy of the federal return with 
the state return. It also provides that a taxpayer filing an amended 
federal return or receiving a federal assessment is required within 60 
days to file an amended state tax return and to pay any tax and interest 
due.

Section 4 defines gross income, adjusted gross income, and taxable income 
for individuals and fiduciaries. Federal law is adopted to define gross 
Income except that cost of living allowances and tax exempt interest is 
added to federal gross income to arrive at state gross income. Adjusted 
gross income 1s gross income less alimony paid, interest on United States 
obligations, state income tax refunds Included in gross income, the 
penalty for premature withdrawal of funds from time savings deposits, and 
certain business and investment expenses, I.e. cost of goods sold, that 
must be netted against gross income from the activity to arrive at the 
profit. A fixed personal exemption of $3,000 per dependent is subtracted 
from adjusted gross Income to arrive at taxable income.

Section 5 describes the method of determining the adjusted gross income of 
nonresidents and part-year residents that is attributable to sources in 
the state.

Section 6 identifies income derived from sources in the state.

Section 7 provides when the allocation and apportionment provisions of AS 
43.19 must be used to determine income derived from sources in the state.



H. Section 8 provides credits against the tax for income taxes paid by 
residents to other states, tax withholdings, and estimated tax payments.
A taxpayer will be allowed to apply the Permanent Fund Dividend as an 
offset against the tax.

I. Section 9 requires employers to withhold tax from employee, wages and to 
remit the tax with returns and reports required by the department.

J. Section 10 provides definitions.

K. Section 11 repeals the exemption from state income tax for individuals and 
fiduciaries, the refundable political contribution and child care credits, 
and the exemption from state tax for the longevity bonus.

L. Section 12 provides the income tax is to apply to income received after 
December 31, 1987.

P a g e  10



R E Q U E S T

B i l l  V e rs io n : SB 148/HB 154
_____________________  P u b lish  D a te :__________________

S T A T E  O F  A L A S K A  1 9 8 7  L E G I S L A T I V E  S E S S I O N

F I S C A L  N O T E

R e v is io n  Date: 3/13/87____________________
T i t l e :  An act re la t in g  to  the ta x a tio n
o f income d erived  by in d iv id u a ls ________
Sponsor: Governor_________________________
R e q u e sto r:__________________________________

Agency A ffe c te d : Revenue___________________
BRU: A u d it . Enforcem ent. Pub. S v c s .. Admn 
S v c s .. Commissioner. T re a su ry . Research 
Components: ____________________________________

EXPENDITURES/REVENUES: (Thousands o f D o lla rs )
1 FY 8 7 1 FY 88 1 FY 89 1 FY 90 I FY 91 I1 FY 92

OPERATING 1 1 1 !1 1 11
PERSONAL SERVICES 1 | 8 92 .1 1 2265 .3  || 2662 .9  || 2673 .7  || 2685 .0
TRAVEL 1 ~ | 46 .4 1 73 .5  |i 8 4 .2  | ■*84.5 | 8 4 .9
CONTRACTUAL 1 ~ | 645 .8 1 1415.4  ]| 1538 .9  || 1544 .0  || 1547 .9
SUPPLIES 1 | 11 .7 1 3 7 .5  |I 3 9 .9  | 4 0 .4  || 4 0 .9
EQUIPMENT 1 - j 2 2 1 .1 1 2 89 .1  |I 78 .3  | 5 2 .0  |! 5 2 .0
LANDS & STRUCTURES 1 ~ 1 1 -  11 -  11 -  11
GRANTS, CLAIMS ! - I - 1 -  11 -  1 -  11
MISCELLANEOUS 1 - 1 1 - I -  11 1

TOTAL OPERATING 1 - | 1817 .1 1 4080 .8  1| 4404 .2  || 4394 .6  || 4410 .7

I CAPITAL 1 - 1 1 1 1 1

I REVENUE 1 - | 83 ,000 1253,000 | 269,000 | 282,000 |2 9 0 ,0 0 0

FUNDING: (Thousands o f D o lla rs )
| GENERAL FUND | - | 1817 .1 | 4080 .8 | 4304.2 | 4294.6 | 4310 .7
| FEDERAL FUNDS | - 1 1 - 1 1 1 -
| OTHER ! — 1 1 - | 100 .0 | 1 00 .0 | 1 0 0 .0
! TOTAL 1 - | 1817 .1 | 4080 .8 | 4404 .2 | 4304.6 | 4410 .7

POSITIONS:
| FULL-TIME | - | 33 | 64 1 67 1 67 1 67
j PART-TIME | - I 1 1 4 1 4 I 4 ! 4
1 TEMPORARY ! - 1 o 1 27 1 27 1 27 1 27

ANALYSIS: A tta c h  a separate page i f  necessary

Prepared By: Steven E. K e t te l
D iv is io n : A u d it_________________

Phone: 465-2320
D ate : 3/13/87

Approved by Commissioner: 
Agency: _____________________

D is tr ib u t io n  (by Agency preparing  f is c a l  n o te ) : 
L e g is la t iv e  Finance 
L e g is la t iv e  Sponsor 
Requestor
O ff ic e  o f Management and Budget
I m p a c t e d  A g e n c y ( i e s )  P a S e  of_

S e n a t e  S e c r e t a r y

Date:

P a g e  11
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TH E LEG ISLA T U R E

im uno auoit cammi
FINANCE DIVISION 
POUCH W F-STATE CAPITOL 
JUNEAU. ALASKA 39811 
PHONE: (9071 465-3795

M E M O R A N D U M  

DATE: April 21, 1987

TO:

A  A  \ G ^ | \ j / A T  1
cj

r r
Rep. A1 Adams, Chairman 

Louann Cutler, Professional Assistant"

House Finance Committee

dL
FROM: Cameron Kashani, Revenue Analyst

Legislative Finance Division

SUBJ: Fiscal Note for HB 154 C ^ )

At your request, I have reviewed and evaluated the fiscal note on 

Individual Income Tax which was prepared by the Department of Revenue 

(DOR). The following represents my recommendations on the proposed 

fiscal note dated March 23, 1987.

At the present time it seems more appropriate to address F Y88 implemen­
tation costs of the Individual Income Tax, since any future expectation 

would reflect speculation rather than having any logical foundation. 

Therefore, I have prepared a fiscal note for the House Finance Committee 

which only includes FY88 implementation cost figures.

In the review of the Department's fiscal note, I took the liberty of 

speaking with various authorities of the Department of Revenue, the 

National Conference of State Legislatures, The National Association of 

Tax Administrators, the Department of Administration, and the Data 

Processing Coordinator of the State of North Dakota.

According to the National Association of Tax Administrators, the States 

of Vermont and North Dakota could be used as examples because of their 

comparability to the State of Alaska with respect to population size and 
the number of expected returns.

From the historical standpoint, in FY82, Legislative Audit Division had 

conducted a special audit on the Department of Revenue in order to 

determine the positions associated with the repealed individual income 

tax. Findings of this study revealed the following individual income 

tax positions:

Audit Admin. Services Enforcement

PF T  27 17 12

O T H E R  7 10 0
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I t  s h o u ld  be n o te d  t h a t  th e  G o v e rn o r ’ s  P ro p o se d  I n d i v i d u a l  Incom e Tax 
c a l l s  f o r  a f l a t  r a t e  w h ich  i s  c l o s e l y  a k in  t o  th e  F e d e r a l T ax Law. 
T h e r e fo r e ,  th e  need f o r  e x t e n s iv e  a u d i t in g  a n d , t o  some e x t e n t ,  e n fo r c e ­
ment w ou ld  be c o n s id e r a b ly  re d u c e d .

The a t ta c h e d  f i s c a l  n o te  p re p a re d  by th e  L e g i s l a t i v e  F in a n c e  D iv i s i o n
d i f f e r s  from  th e  D ep a rtm en t ’ s f i s c a l  n o te  d a te d  3 / 1 3 / 8 7 .  The f o l lo w in g
changes a r e  n o te w o r th y :

A u d it

a )  R e c la s s i f y  1 PFT Revenue A u d i t o r  IV  t o  Revenue A u d i t o r  I I I
b )  R e c la s s i f y  1 PFT C le r k  IV  t o  C le r k  I I I
c )  D e le t e  1 PFT C le r k  T y p is t  I I
d ) Reduce fu n d in g  f o r  c o n t r a c t u a l  and equ ipm en t

Enforcement

The m ain  d i f f e r e n c e  be tw een DOR's f i s c a l  n o te  and th e  one p re p a re d  
by  L e g i s l a t i v e  F in a n c e  D iv i s i o n  i s  th e  fo rw a rd in g  o f  th e  h i r i n g  
t im e  w h ich  w ou ld  e l im in a t e  th e  need  f o r  an y  e n fo rc e m en t a c t i v i t i e s  
t i l l  F Y 89 . Assum ing a f i l i n g  d e a d lin e  o f  A p r i l  1 5 , 1988  w ith  60 
d a y s  a p p e a l p e r i o d ,  any e n fo rc em en t and c o l l e c t i o n  e f f o r t  d u r in g  
FY88 w ou ld  seem u n n e c e s s a ry  and c o u ld  b e  p o s tp o n e d  t o  th e  f o l lo w in g  
y e a r .  M o re o v e r , th e  e x i s t i n g  manpower w i t h in  th e  D i v i s i o n  o f  
E n fo rc em en t deems t o  s u f f i c e  any te m p o ra ry  n e e d .

A d m in is t r a t iv e  S e rv ic e s

a )  D e le t e  1 PFT C h ie f  Incom e Tax O p e ra t io n s
b )  D e le t e  1 PFT P u b l i c a t i o n  S p e c i a l i s t  I
c )  D e le t e  1 PFT A c c ou n tin g  C le r k  I I I
d )  R e c la s s i f y  1 PFT P e r s o n n e l A s s is t a n t  I I  f ro m  PFT t o  PPT
e )  R e c la s s i f y  1 PFT S u p p ly  O f f i c e r  I I  f r o m  PFT t o  PPT
f )  Reduce fu n d in g  f o r  c o n t r a c t u a l ,  s u p p l i e s ,  and equ ipm en t to  

r e f l e c t  th e  c o s t  a s s o c ia t e d  w ith  th e  d e le t e d  p o s i t i o n s .

I  had a sked  Jan  D a n ie l o f  th e  D ep a rtm en t o f  A d m in is t r a t i o n ’ s D a ta  
P r o c e s s in g  S e c t io n  t o  sp e a k  w ith  th e  a u t h o r i t i e s  i n  th e  S t a t e s  o f  
N o r th  D a k o ta  and V erm ont i n  o r d e r  t o  o b t a in  a m ore r e a l i s t i c  
s c e n a r io  w ith  r e s p e c t  t o  d e s ig n ,  d e v e lo pm en t and im p le m e n ta t io n  o f  
a  com pu te r sy s tem  f o r  th e  S t a t e  I n d i v i d u a l  Incom e T a x . E n c lo s e d  i s  
a  copy o f  h i s  memorandum re g a rd in g  t h i s  s u b je c t .

T h e re  may be some p ro b lem s  w ith  r e s p e c t  t o  f i n d in g  q u a l i f i e d  
p rog ram m ers who can  a c c om p lis h  th e  a fo re m e n t io n e d  t a s k s  i n  a t im e ly  
f a s h i o n .  The L e g i s la t u r e  may w ant t o  g iv e  th e  D ep a rtm en t th e  
a u t h o r i t y  and th e  fre e d om  t o  h i r e  q u a l i f i e d  p rog ram m ers who can  
m eet th e  q u a l i f i c a t i o n  c r i t e r i a  s e t  f o r t h  by th e  D ep a rtm en t . 
H ow eve r, a f t e r  th e  i n i t i a l  s e tu p ,  th e  n e ed  f o r  m a in ten a n ce  o f  th e  
sy s tem  w ou ld  be l e s s  th a n  w h a t 's  i n d ic a t e d  i n  th e  D e p a r tm e n t 's  
f i s c a l  n o t e .



On th e  t e c h n ic a l  s id e  o f  th e  i s s u e ,  th e  D ep a rtm en t i s  p ro p o s in g  to  
u se  Wang com pu te r s y s tem s . T h is  c o u ld  be i n t e r p r e t e d  a s  u s e r  
p r e f e r e n c e  and w ou ld  seem m ore a p p r o p r ia t e  i f  o t h e r  sy s tem s a re  
a l s o  ta k e n  i n t o  c o n s id e r a t i o n .  No d o u b t , f u r t h e r  r e s e a r c h  i s  
r e q u i r e d  p r i o r  t o  im p le m e n ta t io n  w h ich  c o u ld  a l t e r  th e  e x i s t in g  
s c e n a r i o .

C om m is s io n e r ’ s O f f i c e

a )  D e le t e  th e  E con om is t I I  p o s i t i o n  and i t s  c o r re s p o n d in g  
e x p e n d i tu re  i n  a l l  o t h e r  l i n e  i te m s .

I t  seems t h a t  th e  e x i s t i n g  r e s o u rc e  w i t h in  th e  R e s e a rc h  S e c t io n  on 
th e  C om m is s io n e r 's  O f f i c e  and th e  G o v e rn o r ’ s  O f f i c e  w ou ld  p r o v id e  
a d eq u a te  s u p p o r t  w i th  r e s p e c t  t o  t a x  i s s u e s .

P u b l i c  S e r v ic e s

a )  Reduce th e  fu n d in g  f o r  1 PFT Revenue O f f i c e  M anager from  12 
m on ths t o  s i x  m on th s .

I n  b r i e f ,  i t  w ou ld  be m ore f e a s i b l e  i f  a l l  th e  fu n c t i o n s  w e re  c o n s o l­
id a t e d  i n t o  one s i n g le  com ponent c a l l e d  I n d i v i d u a l  Incom e Tax D i v i s i o n .  
One s h o u ld  b e a r  in  m ind th e  p ro b lem s  t h a t  th e  L e g i s la t u r e  ha s  had w ith  
th e  PFD fu n c t i o n s  e s p e c i a l l y  when d e te rm in in g  PFD p o s i t i o n s  and t h e i r  
c o r r e s p o n d in g  e x p e n d i tu r e s .  F u r t h e r ,  c lo s e  m o n it o r in g  o f  th e  im p lem en­
t a t i o n  p r o c e s s  by th e  S t a t e  L e g i s la t u r e  w ou ld  be recommended.

( e n c lo s u r e )



MEMORANDUM State of Alaska
to: Cameron Kashan i  

Revenue A n a l y s t  
L e g i s l a t i v e  F in an ce

H

DATE: A p r i l  1 7 ,  198?

From: Jan D a n i e l s ,  D i r e c t o r ,
Data Network S e r v i c e s

&

FILE NO:

TEiEPHONENO: 4 6 5 “ 22 20

subject: Income ta x
p r o c e s s i n g

Depar tment o f  A d m i n i s t r a t i o n

I have i n v e s t i g a t e d  t h e  f i s c a l  n o t e  f i l e d  by t h e  Departmen t  o f  Revenue 
d e a l i n g  w i t h  t h e  p r o c e s s i n g  r e q u i r em en t s  o f  a s t a t e  p e r s o n a l  income t a x .  
In o r d e r  t o  un d e r s t an d  th e  r e q u i r em en t s  o f  an income t a x  sys tem i c o n -  
t a c t e d  two s t a t e s  wh ich  a r e  c u r r e n t l y  p r o c e s s i n g  t h i s  type  o f  work -  The 
i n f o rm a t i o n  I s  a s  f o l l o w s :

1 .  S t a t e  o f  Vermont .

a .  C o n t a c t :  R o b e r t  B a rn e t  8 0 2 - 8 2 8 - 2 3 0 0 .
b .  If o f  r e t u r n s :  3 ^ 0 , 0 0 0
c .  C u r r e n t  y e a r  o n l y -  no amended.
d .  System d e v e l o p e d  in 1971*
e .  C o s t  o f  deve lopmen t  in 1971s  $ 1 2 5 , 0 0 0 .
f .  Time o f  d e v e l o pm en t :  18 mon th s .
g .  ff o f  prog rammers  d u r i n g  d e v e l o pm en t :  5«
h .  If o f  m a in ten an ce  p rog rammers :  3«
i .  It o f  d a t a  e n t r y  p e r s o n n e l :  5 permanent + 7 t em p o r a r y ,  
j .  DP c o s t  f o r  runn ing  s y s t em :  $ 8 0 , 0 0 0  y e a r  appx .
k .  Type o f  s y s t em :  B a t c h .

1 .  S t a t e  o f  N o r t h  D ako ta .

a .  C o n t a c t :  Don Johnson 7 0 1 - 2 2 4 - 2 0 4 8 .
b .  If o f  r e t u r n s :  3 0 0 , 0 0 0 .
c .  P r i o r  y e a r  p r o c e s s i n g  -  amended.
d .  System d e v e l o p e d  in  1 9 8 6 .
e .  C o s t  o f  d e v e l o pm en t :  Not  known.
f .  Time o f  d e v e l o pm en t :  7 mon th s .
g .  If o f  programmers d u r i n g  d e v e l o pmen t :  7*
h.. If o f  m a in ten an c e  p rog rammers :  3*
! .  If o f  d a t a  e n t r y  p e r s o n n e l :  6 permanent + 12 t em p o r a r y ,  
j .  Employer  I n f o rm a t i o n  m a t ch ing  p r o v i d e d ,  
k .  DP c o s t  f o r  runn ing  s y s t em :  $ 1 2 0 , 0 0 0 .
1 .  Type o f  s y s t em .  O n l i n e ,  A dab a s ,  N a t u r a l .

The DP p o r t i o n  o f  t h e  f i s c a l  n o t e  a p p e a r s  t o  be w e l l  w i t h i n  t h e  bounds 
o f  what o t h e r  s t a t e s  have f ound  t o  be t r u e  o p e r a t i o n a l  c o s t s  f o r  income 
t a x  s y s t em s .  The u se  o f  t h e  Wang f o r  d a t a  e n t r y  a p p e a r s  t o  make a g r e a t  
dea l  o f  s en s e  In t h a t  t h e  d a t a  e n t r y  sys tem I s  a v a i l a b l e  d u r i n g  t h e  t imes  
Revenue needs t o  s c h e d u l e  I t  f o r  peaks  and they  have demons t a t ed  t h e  e f ­
f e c t i v e n e s s  o f  t h i s  p r o c e s s  In t h e  Permanent Fund d i v i d e n d  s y s t em .
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D iv is io n  o f  A ud it 

F i s c a l  N ote A n a ly s is

A ssum ptions :

The A ud it D iv is io n  w i l l  a d m in is te r  th e  in d iv id u a l income t a x  law s 
t o  in s u re  com p liance  w ith  A la sk a  S t a tu t e s .  A lth ough  c a le n d a r  y e a r  
t a x  r e t u r n s  w i l l  n o t b e  due u n t i l  1 9 8 9 , a  w ith h o ld in g  t a x  system  
must be i n  p la c e  and o p e r a t iv e  b y  Ja n u a ry  1 , 1 9 8 8 . A d d it io n a l
s t a f f  must be h i r e d  and f u l l y  t r a in e d  t o  accom p lish  th e  
fo l lo w in g :

1 .  C om p lian ce . T h is  fu n c t io n  w i l l  be accom p lished  b y  u t i l i z i n g  
b o th  t a x  exam ine r and a u d i t o r  s t a f f .  Tax exam ine rs , more 
t y p i c a l l y ,  w i l l  h a n d le  desk  re v iew  and le s s  complex is s u e s . 
A u d ito rs  w i l l  cc rrp l e te  f i e l d  a u d it s  and d e a l w ith  more 
s o p h is t ic a te d  and ccm p lex t a x  i s s u e s .

2 .  A ppea ls  C o o rd in a t io n . These p o s i t i o n s  w i l l  be s t a f f e d  b y  b o th  
t a x  exam ine rs and a u d i t o r s  depending on  th e  c om p le x ity  and is s u e s  
in v o lv e d .

3 . P a y r o l l  W ith h o ld in g . T h is  fu n c t io n  w i l l  b e  accom p lished  b y  
s t a f f i n g  o f  t a x  exam ine rs t o  r e c o n c i le  em p loye rs q u a r t e r ly  
w ith h o ld in g , r e t u r n s ,  m on th ly  d e p o s it s  and annua l s ta tem en ts .
They w i l l  m a in ta in  and r e c o n c i le  th e  e n p lo y e e s  W -2 's  t o  th e  
em p loye rs r e t u r n s .
4 .  R e tu rn  Exam ina tion  and P ro c e s s in g . T h is  fu n c t io n  w i l l  be com p leted 
b y  c le r k s  and t a x  e xam in e rs . The f i e l d  r e tu rn s  w i l l  be checked 
f o r  a c cu ra c y  and c om p le te n e ss . Payments w i l l  be  p o s te d  t o  th e  
a p p ro p r ia te  r e t u r n s ,  and desk  re v iew s  w i l l  be  com p le ted  t o  
p ro c e s s  th e  r e t u r n s .  S e le c te d  r e t u r n s  w i l l  be  fo rw a rd ed  t o  an 
a u d i t o r  f o r  e x am in a t io n .

5 . P u b lic  Educa tion  and S t a f f  T ra in in g . T h is  fu n c t io n  w i l l  be 
p e r fo rm sd  b y  a u d it  l e v e l  s t a f f  members. P u b lic  e d u ca t io n  o f  th e  
in d iv id u a l income t a x  law s and f i l i n g  req u irem en ts  w i l l  be 
accom p lished  th rou g h  sem ina rs  conducted i n  v a r io u s  lo c a t io n s  
th rou gh ou t th e  s t a t e  and b y  t r a i n i n g  s t a f f  members d e a lin g  w ith  
th e  p u b l i c .  S t a f f  t r a in i n g  i s  n e c e s sa ry  t o  m a in ta in  a  competent 
l e v e l  o f  em ployee and educa te  s t a f f  t o  th e  new and chang ing t a x  
law s .
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A schedua l o f  e s tim a te d  c o s t s  t o  o p e ra te  th e  A ud it D iv is io n  
prog ram s a re  a s  f o l lo w s :

P e rs o n a l S e rv ic e s  -  FY 88

1 PFT Revenue A u d ito r  I I I ,  R 18 , @ $ 4 , 016/Mo
in c lu d in g  s a la r y  and b e n e f i t s  f o r  9 months 3 6 -1

1 PET Tax Exam iner I I I ,  R 14 , @ $ 3 ,115/Mo
in c lu d in g  s a la r y  and b e n e f i t s  f o r  9 months 2 8 -0

1 PET Tax Exam iner I I ,  R12, @ $ 2 , 673/Mo
in c lu d in g  s a la r y  and b e n e f i t s  f o r  9 months 2 4 .1

1 PET Tax Exam iner I ,  R IO , @ $ 2 , 468/Mo
in c lu d in g  s a la r y  and b e n e f i t s  f o r  9 months 2 2 .2

1 PET C le r k  I I I ,  R8 , @ $ 2 , 222/Mo
in c lu d in g  s a la r y  and b e n e f i t s  f o r  9 months 2 0 .0

1 PET C le r k  T y p is t  I I I ,  R8 , @ 2 ,222/M o
in c lu d in g  s a la r y  and b e n e f i t s  f o r  9 months 2 0 .0

T h is  f ig u r e  r e f l e c t s  a  one t im e  t r a v e l  c o s t  f o r  em p loye r t r a in i n g  
t o  be conducted i n  v a r io u s  lo c a t io n s  th rou gh ou t th e  S t a te  i n  
c o n ju n c t io n  w ith  P u b lic  S e rv ic e s  D iv is io n .

C o n t ra c tu a l -  EY 88

1 5 0 .4

T ra v e l -  EY 88 6 .5

Wang t e rm in a ls  & s o ftw a re 3 4 .5

S u p p lie s  -  EY 88 4 .5

Equipment -  EY 88

M ic ro f i lm , p r i n t e r ,  d e sk s , c h a i r s ,  e t c . 1 5 .0

Total Expenditures 210.9
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A d m in is t ra t iv e  S e rv ic e s  
F i s c a l  N ate  A n a ly s is

1 .  The A d m in s t ra t iv e  S e rv ic e s  D iv is io n  w i l l  be r e s p o n s ib le  f o r  th e  
fo l lo w in g  fu n c t io n s  r e l a t i v e  t o  th e  A la sk a  In d iv id u a l Income Tax 
W ith h o ld in g  system  and th e  A la s k a  In d iv id u a l Inccme Tax R e tu rn  
P ro c e s s in g  system .

a ) D es ign , pu rch ase  and d i s t r i b u t e  a l l  n e c e s sa ry  t a x  r e t u rn s  and 
r e la t e d  fo rm s .
b ) P ro c e s s  a l l  t a x  r e t u r n s ,  in c lu d in g  m a i l h a n d lin g , m ic ro f i lm in g , 
document re v iew , d a ta  c a p tu re  and f i l i n g .
c )  P ro c e s s  a l l  rem it ta n c e  o f  t a x  due which i s  r e c e iv e d  w ith  ta x  r e t u r n s .
d ) D es ign , p rog ram , t e s t ,  document, and m a in ta in  th e  automated 
A la s k s  In d iv id u a l Income Tax W ith h o ld in g  system  and A la sk a  
In d iv id u a l Income Tax P ro c e s s in g  system .
e ) P ro c e s s  and accoun t f o r  a l l  in d iv id u a l inccme t a x  re fu n d s  t o  
in d iv id u a ls .  _
f )  E s t a b l is h  an autom ated b i l l i n g  subsystem  f o r  r o u t in e  t a x  
d e f i c ie n c ie s ,  p e n a lt y  and i n t e r e s t .
g ) A cqu ire  and m a in ta in  com puter c a p a c ity  t o  accomodate th e  two 
system s and th e  a cce ss  r e q u ir e d  b y  th e  d ep a rtm en t1 s u s e r s .

2 . The Department o f  Revenue w i l l  c o n t ra c t  w ith  a  bank t o  p ro v id e  
a  " lo c k -b o x "  fu n c t io n , w ith  e n p lo y e e s  d e p o s it in g  a l l  in d iv id u a l 
income ta x e s  on  a  m on th ly  b a s i s .

3 . The Departm ent o f  A d m in is t ra t io n 's  d a ta  p ro c e s s in g  chargeback 
system  w i l l  r e q u i r e  t h a t  th e  Department o f  Revenue budget f o r  th e  
c o s t  o f  d a ta  p ro c e s s in g  re s o u rc e s  used b y  w ith h o ld in g  system  and 
r e t u rn s  p ro c e s s in g  system . The t o t a l  cha rgeback i s  budgeted in  
A d m in is t ra t iv e  s e r v ic e s .
4 .  The Permanent Fund D iv id end  p rog ram  w i l l  s ta y  in t a c t  in  i t s  
c u r re n t  fo rm .
5 . The p ro c e s s in g  o f  W ith h o ld in g  and In d iv id u a l Income Tax w i l l  be 
autom ated a s  much a s  p o s s ib le .
6 . The A la s k a  In d iv id u a l Income Tax W ith h o ld in g  System  must be in  
p la c e  b e fo r e  J a n u a ry  1 , 1 9 8 8 .

7 . The A la s k a  In d iv id u a l Tax R e tu rn  P ro c e s s in g  System  must be in  
p la c e  b e fo r e  J a n u a ry  1 , 1 9 8 9 .
8 . The f i s c a l  n o te  in c lu d e s  th e  in c rem en ta l c o s t  o f  p ro v id in g  space 
f o r  th e  e n p lo y e e s  and equipment r e q u ire d  b y  th e  d ep a rtm en t.
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9 .  A f t e r  re v iew in g  th e  f i s c a l  a n a ly s e s  o f  a l l  d i v i s i o n s ,  an e s t im a te  
o f  th e  a d d i t i o n a l com puter re s o u rc e s  needed h a s  been made. T h is  
c o s t  assum es:

a )  The w ith h o ld in g  and income t a x  p ro c e s s in g  system s w i l l  r e s id e  on 
DQA's m ain fram e com puter and w i l l  b e  programmed in  c cnm and -le ve l C ICS.

b )  To g a in  th e  trem endous advan tages in  programm ing deve lopm ent o f f e r e d  
b y  th e  Wang VS, Revenue w i l l  pu rchase  a  s o ftw a re  package which 
a llo w s  an  an a ly s t/p rog ram m e r t o  w r i t e  program s on th e  Wang VS and 
have them t r a n s la t e d  t o  carmand le v e l  CICS t o  ru n  on  th e  
m ain fram e , which o f f e r s  econom ica l s to ra g e  and p ro c e s s in g  f o r  
la r g e  f i l e s .

1 0 . G iven th e  e x i s t in g  f e d e r a l  t a x  law , t h i s  b i l l  r e q u ir e s  a l l  
p e rs on s  re c e iv in g  a  permanent fund  d iv id e n d  t o  f i l e  an A la ska  
In d iv id u a l Income Tax R e tu rn . However, f o r  p u rp o se s  o f  t h i s  
f i s c a l  a n a ly s i s ,  i t  i s  assumed th a t  th e  f i n a l  v e r s io n  w ould n o t 
r e q u i r e  f i l i n g  b y  a  p e rs o n  whose o n ly  sou rce  o f  inccme i s  th e  
A la sk a  Permanent Fund D iv id en d . Thus, most o f  A la s k a 's  c h i ld r e n  
w ould n o t have  t o  f i l e .  I f  t h i s  p ro v e s  n o t t o  be th e  c a s e , t h e re  
w i l l  be  an in c rem en ta l c o s t  o f  p ro c e s s in g  th e  a d d i t i o n a l 1 8 0 ,0 0 0  
t a x  r e t u r n s .

Program  Summary:

The A la sk a  In d iv id u a l Income Tax w i l l  r e q u ir e  th e  c r e a t io n  o f  two 
m a jo r  p ro c e s s in g  sy s tem s :

1 ) A la s k a  In d iv id u a l Inccme Tax W ith h o ld in g  System .
2 ) A la sk a  In d iv id u a l Inccme Tax R e tu rn  P ro c e s s in g  System .

In  a d d it io n  t o  d e s ig n in g , programm ing and m a in ta in in g  th e  two 
above m en tioned  autom ated sys tem s , th e  A d m in is t ra t iv e  S e rv ic e s  
D iv is io n  w i l l  p ro c e s s , re v iew , m ic ro f i lm , and d a ta  c a p tu re  
a p p ro x im a te ly  7 0 ,0 0 0  w ith h o ld in g  fo rm s and 2 7 5 ,0 0 0  A la sk a  
In d iv id u a l Inccme Tax R e tu rn s  a n n u a l ly . Refund w a rra n ts  w i l l  be 
is s u e d  on  a p p ro x im a te ly  2 1 3 ,7 5 0  o f  th e  r e t u rn s  f i l e d .  In  
a d d i t io n , a p p ro x im a te ly  2 5 ,0 0 0  in d iv id u a l l e t t e r s  w i l l  be  
p re p a re d , m a ile d , and c o n t r o l le d  i n  respone  t o  p e rs o n s  who f i l e  
in com p le te  t a x  r e t u rn s  o r  whose t a x  r e tu rn s  r e s u l t  in  a  
m ath em a tic a l a d ju s tm en t.

F i n a l l y ,  th e  a d d it io n  o f  such a  m a jo r  p rogram  t o  th e  Department 
o f  Revenue w i l l  d e f i n i t l y  in p a c t th e  a b i l i t y  o f  th e  
A d m in is t ra t iv e  S e rv ic e s  D iv is io n  t o  p ro v id e  g e n e ra l 
a d m in is t r a t iv e  su ppo rt s e rv ic e s  w ith  th e  e x i s t in g  s t a f f .

The A d m in is t ra t iv e  S e rv ic e s  D iv is io n  w i l l  r e q u i r e  s t a f f i n g  a s  
e a r l y  a s  EY 88  i n  o rd e r  t o  d e s ig n  and e s t a b l i s h  th e  com pu te rized  
p ro c e s s in g  system s e n v is io n e d , and t o  p roduce th e  fo rm s r e q u ir e d .
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Personal Services - EY 88

1 PPT A n a ly s t / P ro g rammer V , R21, @ $ 4 ,856/Mo
in c lu d in g  s a la r y  and b e n e f i t  f o r  12 months 5 8 .3

2 PPT A na ly st/P rog ram m er IV , R19 , @ $ 4 , 281/Mo
in c lu d in g  s a la r y  and b e n e f i t s  f o r  12 months 1 0 2 .7

2 PPT A n a ly s t / P ro g rammer I I I ,  R 17 , @ $3 ,730 /M o
in c lu d in g  s a la r y  and b e n e f i t s  f o r  6 months 4 4 .8

1 PFT C le r k  IV , R9, @ $ 2 ,343/Mo
in c lu d in g  s a la r y  and b e n e f i t s  f o r  3 months 7 .0

1 PPT Tax Exam iner I I I ,  R 14 , @ $ 3 , 115/Mo
in c lu d in g  s a la r y  and b e n e f i t s  f o r  5 months 1 5 .6

3 PPT Document P ro c e s s o r  I ,  R7, @ $ 2 , 118/Mo
in c lu d in g  s a la r y  and b e n e f i t s  f o r  3 months 1 9 .1

2 PPT D ata  P ro c e s s in g  C le r k  I ,  R8 , @ $ 2 ,222/Mo
in c lu d in g  s a la r y  and b e n e f i t s  f o r  3 months 1 3 .3

1 PPT P e rs on n e l A s s is ta n t  I I ,  R 14 , @ $ 1 ,557/Mo
in c lu d in g  s a la r y  and b e n e f i t s  f o r  12 months 1 8 .7

1 PPT Supp ly  O f f i c e r  I I ,  R 16 , @ $ 1 ,757/Mo
in c lu d in g  s a la r y  and b e n e f i t s  f o r  12 months 2 1 .1

1 PPT C le r k  T y p is t  I I I ,  R8 , @ $ 2 , 222/Mo
in c lu d in g  s a la r y  and b e n e f i t s  f o r  12 months 2 6 .7

1 PPT A ccoun ting  C le r k  I I I ,  R IO , @ $ 2 ,468/Mo
in c lu d in g  s a la r y  arid b e n e f i t s  f o r  12 months 2 9 .6

T o ta l e x p e n d itu re s  3 5 6 .9

The a n a ly s t  programmer team  w i l l  d e s ig n , p rog ram , and m a in ta in  
th e  t v o  m a jo r  system s m en tioned e a r l i e r ,  in c lu d in g  a l l  subsystem s 
and in t e r f a c e s  w ith  th e  e x i s t in g  Revenue system s and th e  A la sk a  
S ta te  A ccoun ting  System . A l l  o th e r  p o s t  io n s  w i l l  p r o v id e  suppo rt 
in  th e  fo l lo w in g  a re a s : _

a ) M a ilro a n
b )  M ic ro f i lm in g
c )  Manual re v ie w  o f  th e  t a x  r e tu rn s
d ) D a ta  c a p tu re
e )  P e rs o n n e l, f i s c a l ,  s u p p ly  and p u rch a s in g
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Travel - EY 88 .10 °0

O n -s ite  re v iew  o f  s e lc t e d  t a x  r e t u r n  p ro c e s s in g  system s in  o th e r  
s t a t e s  and t r a in i n g  f o r  a n a ly s t /p ro g ra n m e r i n  cotrmand l e v e l  CICS 
and Wang VS C o b o l.

C o n t ra c tu a l -  EY 88

1 .  2 Wang 4250  w o rk s ta t io n s  1 2 .2
2 .  2 Wang em u la to r b o a rd s  1 .6
3 .  2 Wang 4230  key -punch  t e rm in a ls

f o r  2 months 1 . 8
4 .  M ic r f i lm e r ,  w ith  m a in tenance ,

3 months 3 .8
5 . 4  phones , c e n t re x  c o s t s ,  l o c a l

and lo n g  d is ta n c e  5 . 4
6 . P r in t in g :  W ith h o ld in g  R e tu rn s ,

D e p o s it  Coupons, /w - 4 's ,  e t c .  4 2 .0
7 .  P o s tag e  2 2 .0
8 . Chargeback f o r  com puter t im e  from  DOA 9 1 .6
9 .  Wang/IBM deve lopm ent package

(NETRON-CAP) w ith  m ain tenance 1 2 3 .5
1 0 . Wang/IBM rem ote a cce ss  s o ftw a re

w ith  m ain tenance 5 .2
1 1 . Wang D is k  Pack c le a n in g  .7
1 2 . IBM C o n t ro l U n it  M aintenance .6
1 3 . Wang V S -100  I . O . P . ,  Memory, D is k
1 4 . D r iv e  m ain tenanc 3 .3
1 5 . DOR’ s  a d d i t i o n a l o f f i c e  space

req u irem en t 8 0 .8

T o t a l C o n t ra c tu a l 3 9 4 .1

S u p p lie s  -  EY 88  4 . 4

Equipment -  EY 88

1 . Kodak f i lm  c a b in e t  and c a r r e s o u l 1 . 2

2 . Wang V S -100  IOP (2 ) 7 .2
3 . Wang V S -100  Memory (6  MB) 3 2 .4
4 . Wang V S -100  D is k  D r iv e  (6 2 8  MB) 2 7 .0
5 . Wang D is k  Packs and IBM C o n t ro l U n it _  1 2 .8
6 . A d d it io n a l system s fu r n i t u r e 6 1 .3
7 . O p e ra t io n a l s e a t in g 4 .7
8 . F i l e  c a b in e t s , c a lc u la t o r s ,  e t c .  

T o t a l Equipment
5 .0

151.6

Total Expenditures
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A ssum p tion s ;

- 1 -
P u b lic  S e rv ic e s  

F i s c a l  N ote A n a ly s is

1 . R e g u la t io n s  w i l l  be p rom u lg a ted  r e q u i r in g  m on th ly  o r  q u a r t e r ly  
r e p o r t in g  o f  ta x e s  w ith h e ld  on  v ag e s .
2 .  A pp ro x im a te ly  1 7 ,5 0 0  w ith h o ld in g  r e p o r t s  and 2 7 5 ,0 0 0  annua l 
in d iv id u a l income ta x  r e t u rn s  w i l l  need p ro c e s s in g .

3 .  P u b lic  S e rv ic e s  D iv is io n  w i l l  p ro v id e  in d iv id u a l income ta x  
a s s is t a n c e  t o  b o th  b u s in e s se s  and in d iv id u a ls .

4 .  P u b lic  S e rv ic e s  D iv is io n , i n  c lo s e  a s s o c ia t io n  w ith  th e  A ud it 
D iv is io n ,  w i l l  d e v e lo p  emp loyee t r a i n i n g  f o r  th e  d i v i s i o n  and 
em p loye r t r a in i n g  f o r  th e  p u b l ic .

P e rs o n a l S e rv ic e s  -  FY 88

1 PPT Revenue O f f i c e  Manager, R 15 , 0 1646/Mo
in c lu d in g  s a la r y  and b e n e f i t s  f o r  12 months 1 9 .7

T ra v e l -  FY 88

Employee t r a in in g  i n  c o n ju n c t io n  w ith  A ud it
D iv is io n  and a d m in is t r a t iv e  t r a v e l  1 6 .5

C o n t ra c tu a l -  FY 88

1 . Advertising campaign, withholding 

requirements, inccme tax filing 4 5 .0
2 . Postage 3 0 .0
3 . Printing 5 .0
4 . Telephone charges 1 5 .0
5 . Messenger Services 2 . 0

6 . Computer terminal maintenace .5
7 . Publications 

Total Contractual

.5

S u p p lie s  -  FY 88  _  -5

Equipment - FY 88 5.0

Total Expenditures
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- 1 -

D iv is io n  o f  T re a su ry  
F i s c a l  Note A n a ly s is

A ssum p tion s :

1 . Cash Management S e c t io n  w i l l  d e v e lo p  th e  EFP and th e  c o n t ra c t  
t o  lo c k b o x  th e  m on th ly  em p loye rs ' w ith h o ld in g  t a x  d e p o s it s , 
1 7 ,5 0 0  payments p e r  m onth .

2 . Cash Management S e c t io n  w i l l  p e r fo rm  th e  d e p o s i t o ry  fu n c t io n s  
o f  th e  rem it ta n c e s  a tta c h e d  t o  in d iv id u a l t a x  r e t u r n s .  1 0 0 ,0 0 0  
p e r  y e a r .

3 . Cash Management S e c t io n  w i l l  p ro c e s s  a l l  r e tu rn e d  item s (NSF 
ch ecks , e t c . ) .  1 ,5 0 0  p e r  y e a r .

4 .  P ro c e s s in g  and d e p o s it  o f  p e n a lt y  and in t e r e s t  paym ents.

5 . Cash Management S e c t io n  w i l l  p ro v id e  th e  a ccoun tin g  t o  AKSAS 
and r e c o n c i l i a t i o n  betvreen th e  bank , AKSAS, and th e  Department o f  
R evenue 's  system  f o r  th e  t a x  payments on  a  c o n s o lid a te d  b a s i s .

P e rs o n a l S e rv ic e s  -  FY 88

1 PFT A ccoun ting  Tech I ,  R 12 , @ $2718/Mo 
in c lu d in g  s a la r y  and b e n e f i t s  f o r  7 months

1 PPT A ccoun ting  C le r k  I I ,  R9, @ $2310/Mo 
in c lu d in g  s a la r y  and b e n e f i t s  f o r  6 months

T o t a l P e rs o n a l S e rv ic e s

C o n t ra c tu a l -  FY 88

lockbox contract 44.6

1 9 .0

1 3 .8

3 2 .8

Total Expenditures



R E Q U E S T

STATE OF ALASKA 1987 LEGISLATIVE SESSION 
FISCAL NOTE

B i l l  V e rs io n : CS HB 154
  P u b lish  D a te :______________ 4

R evis io n  Date: 5/1/87
T i t l e :  An a c t r e la t in g  to  th e  ta x a tio n
o f income derived  by in d iv id u a ls ________
Sponsor: Governor_________________________
R equ esto r:__________________________________

Agency A ffo o te d : Revenue
BRU: A u d it . Enforcem ent. Pub. S v c s .. Arimn 
S v c s ., Commissioner. T re asu ry . Research 
Components: ____________________________________

1 1 FY 87 1 FY 88 1 FY 89 1 FY 90 1 FY 91 1 FY 92
1 OPERATING 1 1 1 ! 1 !
| PERSONAL SERVICES | — | 892 .1 | 2265.3 | 2662 .9 | 2673.7 | 2685 .0
| TRAVEL ! - | 46 .4 i 73 .5 1 8 4 .2 84 .5 | 8 4 .9  -
| CONTRACTUAL | — | 645 .8 | 1415.4 | 1538 .9 | 1544 .0 | 1547 .9
| SUPPLIES 1 - | 11 .7 | 37 .5 | 3 9 .9 ! 40 .4 4 0 .9
| EQUIPMENT I - | 2 21 .1 | 2 89 .1 i 78 .3 | 5 2 .0 | 5 2 .0
| LANDS & STRUCTURES | - 1 1 1 1 1
| GRANTS, CLAIMS 1 - 1 - 1 - 1 1 - 1 ~
1 MISCELLANEOUS i - 1 - 1 - 1 1 ■ ~ 1 -
I TOTAL OPERATING 1 — | 1817 .1 | 4080 .8 | 4404 .2 | 4394.6 | 4410.7

1 CAPITAL 1 - 1 - 1 ~ 1 1 - 1 -

I REVENUE 1 - | 81 ,600 | 249 ,100 |2 6 2 ,5 0 0 1275,300 1282,000

FUNDING: (Thousands o f D o lla rs )
| GENERAL FUND ! - | 1817.1- | 4080 .8 | 4304 .2 | 4294.6 | 4310.7
| FEDERAL FUNDS 1 - 1 1 1 1 1
| OTHER I - 1 ~ 1 | 1 0 0 .0 | 100 .0 | 1 00 .0
1 TOTAL 1 - | 1817.1 | 4080 .8 | 4404 .2 | 4304.6 i 4410.7

POSITIONS:
FULL-TIME
PART-TIME
TEMPORARY

| 33 | 64 1 67 1 67 1 67

1 1 1 ^ i 4 1 4 1 4

! o 1 27 1 27 1 27 1 27

ANALYSIS: A tta c h  a separate  page i f  necessary

Prepared By: Steven E . K e t te l___________________ ^ _________ Phone: 465-2320
D iv is io n : A u d it

Approved by Com m issioner 
Agency:

D is t r ib u t io n  (by Agency p rep a rin g  f is c a l  n o te ) : 
L e g is la t iv e  Finance 
L e g is la t iv e  Sponsor 
Requestor
O ff ic e  o f Management and Budget
I m p a c t e d  A g e n c y ( i e s )  p a g e   of_

S e n a t e  S e c r e t a r y



Continuation for Fiscal Note/B111 Analysis 

CS HB 154

Making the PFD and Longevity Bonus non-taxable results 1n the revenue 
dereases shown 1n Table 1.

Table 1 compares the 1988-1992 revenue projections resulting from the 
committee substitute (CS IIB 154) with the original bill (HB 154).

Table I 
Revenue Comparison 

($ 000)

FY 88 FY 89 FY 90 FY 91 FY 92

HB 154 83,000 255,000 269,000 282,000 290,000
CS HB 154 81,600 249,100 262,500 275,300 282,000

The FY 88 projections are significantly less than the other years because 
the law 1s 1n effect for only one half of the fiscal year. In addition, 
the only collections during FY 88 will be withholding taxes during the 
first 6 months since the tax year 1988 returns will not be due until 
April 1989.

Determination of Fiscal Year. Net Receipts

1. A historical analysis of cash flows from the Alaska Individual 
Income tax Indicated tax overpayments of about 25’/.. These 
overpayments result 1n refunds when returns are submitted 1n 
January through April of the year Immediately following the tax 
year.

2. For the first year (FY88) we assume that lags 1n the submission 
and processing of withholding and estimated payments result 1n
26.7 percent of total annual collections being received during 
the first two quarters of tax year 1988 (I.e. the last two 
quarters of FY 88).

3. The calculation 1s:

$244.6 million x 1.25 x .267 = $81.6 million

4. In the first half of subsequent fiscal years there will be 
receipts (e.g. withholding, estimated payments) from the current 
tax year as well as collections of liabilities from the previous 
tax year.

The tax rate on the upper tax bracket would have to be raised from the 
proposed 5.7% to 6.1% to make the substitute bill raise the same revenue 
as the HB 154 proposal.

t



P r e p a r e d  b y  A u d i t  D i v i s i o n
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S T A T E  O K  A L A S K A  1 9 8 7  L E G I S L A T I V E  S E S S I O N

E I S C A L  N O T E

R E Q U E S T

I. E* . '
B i l l  V e rs io n ; C j  ‘ )
P u b lis h  D ate ;

R e v is io n  D a te :_________________________
T i t l e : S ta te  In d iv id u a l Income Tax

Agency A ffe c te d ; Revenue 
BRU: A u d it

Sponsor:__
R eq u e sto r:.

Components:.

EXPENDITURES/REVENUES: (Thousands o f D o lla rs )
.

OPERATING
1 FY 87 1 FY 88 1 FY 89 1 FY 90 1 FY 91 1 FY 92
1 1 1 1 1 * 1

PERSONAL SERVICES 1 | 171 .2 | 5 60 .7 | 5 6 0 .7 | 560 .7 | 560 .7
TRAVEL 1 | 6 .5 | 1 4 .0 | 1 4 .0 | 1 4 .0 | 1 4 .0
CONTRACTUAL 1 j 5 4 .0 | 113 .6 | 113 .6 | 113.6 | 113 .6
SUPPLIES 1 - ! 4 .5 | 1 1 .0 | 1 1 .0 I 1 1 .0 | 1 1 .0
EQUIPMENT 1 - | 1 7 .2 | 5 2 .0 | 5 2 .0 | 5 2 .0 | 5 2 .0
LANDS & STRUCTURES 1 1 1 - 1 1 1
GRANTS, CLAIMS 1 - i - 1 - 1 1 1
MISCELLANEOUS 1 1 - 1 - 1 1 - 1 -

TOTAL OPERATING 1 - | 253 .4 | 751 .3 | 7 51 .3 | 751.3 | 751.3

1 CAPITAL 1 - 1 1 1 1 - 1

1 REVENUE 1 - 1 - 1 1 1 - 1

FUNDING: (Thousands o f D o lla rs )
| GENERAL FUND | - | 253 .4 | 751 .3 | 751 .3 | 751.3 | 751.3
| FEDERAL FUNDS | - 1 1 1 1 - 1
| OTHER j - 1 ! 1 1 - 1
1 TOTAL ! - | 253 .4 | 751 .3 | 7 51 .3 | 751.3 | 751 .3

POSITIONS:
| FULL-TIME | - 1 7 1 16 1 16 1 16 1 16
j PART-TIME | - 1 I 1 1 - -
1 TEMPORARY | - 1 1 - 1 1 - 1

ANALYSIS: Sea attac,

Prepared By: 
D iv is io n : A u d it

Approved by Commissioner^ .. 
Agency: _____________  ^  /

Phone: 465-2320

:n—f

D ate : 3/13/87 

Date:

D is tr ib u t io n  (by Agency p rep a rin g  f is c a l  n o te ) : 
L e g is la t iv e  Finance 
L e g is la t iv e  Sponsor 
Requestor
O ff ic e  o f Management and Budget
I m p a c t e d  A g e n c y ( i e s )

S e n a t e  S e c r e t a r y



INDIVIDUAL INCOME TAX 
FISCAL NOTE ANALYSIS

P r e p a r e d  b y  A u d i t  D i v i s i o n

P a g e  2 of 6

Assumptions

The A u d it D iv is io n  w i l l  a d m in is te r th e  in d iv id u a l income ta x  laws to  
in su re  compliance w ith  A laska S ta tu te s . A lthough ca lendar ye ar ta x  
re tu rn s  w i l l  n o t be due u n t i l  1989, a w ith h o ld in g  ta x  system must be in  
p lace and o p e ra tiv e  by January 1 , 1988. A d d it io n a l s t a f f  must be h ire d  
and f u l l y  tra in e d  to  accomplish th e  fo llo w in g :

1 . Compliance. T h is  fu n c tio n  w i l l  be accomplished by u t i l i z i n g  
both ta x  examiner and a u d ito r  s t a f f .  Tax exam iners, more 
t y p ic a l l y ,  w i l l  handle desk review  and le s s  complex is s u e s . 
A u d ito rs  w i l l  complete f ie l d  a u d its  and deal w ith  more 
so p h is tic a te d  and complex ta x  is s u e s .

2 . Appeals C o o rd in a tio n . These p o s it io n s  w i l l  be s ta ffe d  by both 
ta x  examiners and a u d ito rs  depending on th e  co m p le xity  and 
issues in v o lv e d .

3 . P a y ro ll W ith h o ld in g . T h is  fu n c tio n  w i l l  be accomplished by 
s ta f f in g  o f ta x  examiners to  re c o n c ile  employers q u a r te r ly  
w ith h o ld in g , re tu rn s , m onthly d e p o sits  and annual sta tem ents. 
They w i l l  m ainta in  and re c o n c ile  th e  employees W -2's to  the 
employers re tu rn s .

4 . Return Exam ination and P ro cess in g . Th is  fu n c tio n  w i l l  be
completed by c le rk s  and ta x  exam iners. The f i l e d  re tu rn s  w i l l  
be checked fo r  accuracy and com pleteness. Payments w i l l  be 
posted to  the a p p ro p ria te  re tu rn s , and desk review s w i l l  be 
completed to  process th e  re tu rn s . Selected re tu rn s  w i l l  be 
forwarded to  an a u d ito r  fo r  exam ination .

5 . P u b lic  Education and S ta f f  T ra in in g . Th is  fu n c tio n  w i l l  be
p er^rm ed by a u d it le v e l s t a f f  members. P u b lic  education o f th e ’ 
in ti*  la l  income ta x  laws and f i l i n g  requirem ents w i l l  be 
accom^. ished through seminars conducted in  v a rio u s  lo c a tio n s  
throughout the s ta te  and by t r a in in g  s t a f f  members dea ling  w ith  
the p u b lic . S ta f f  t r a in in g  is  necessary to  m a in ta in  a competent 
le v e l o f employee and educate s t a f f  to  the new and changing ta x  
law s.
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A schedule o f estim ated costs to  operate th e  A u d it D iv is io n  programs are 
as fo llo w s . These costs are  based on 1987 d o lla rs  and do n o t attem pt to  
fa c to r  in  in f la t io n .  These estim ates are p re lim in a ry  and presented 
s o le ly  to p rese n t to  the reader a b a s ic  idea o f th e  areas w ith in  th is  
d iv is io n  which w i l l  be impacted by passage o f th is  le g is la t io n .

FY 38 FY 89

Personal S erv ices •

1 Revenue A u d ito r  IV 41 .4 55 .2
1 Tax Examiner I I I 2 7 .3 36 .4
1 Tax Examiner I I 2 4 .1 32 .2
1 Tax Examiner I 2 1 .3 28 .4
1 C le rk  IV 2 0 .1 26 .8
1 C le rk  T y p is t  I I I 1 9 .1 25 .4
1 C le rk  T y p is t  11 17 .9 23 .9
2 Revenue A u d ito r  I I I 96 .4
2 Tax Examiner I I 64 .1
2 C le rk  T y p is t I I I 50 .9
2 Revenue A u d ito r  I 72 .8
1 Appeals O f f ic e r  I I I 48 .2

$171.2 $560.7

T ra ve l and Per Diem

$ 6 .5 $ 14 .0
$ 6 .5 * $ 1 4 .0

C o n tra c tu a l

T ra in in g 4 .0 14 .5
Wang Term inals & Softv/are 5 0 .0 99 .1

$ 5 4 .0 $113.6

* l 'h is  f ig u re  r e f le c ts  a one tim e t r a v e l co s t fo r  employer t ra in in g  to  
be conducted in  va rio u s  lo c a tio n s  th roughout th e  S ta te  in  conjunction 
w ith  the P u b lic  S erv ices D iv is io n .
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In d iv id u a l
F is c a l

System Requirements

1 . Technica l A n a lys is

2 . Generate Forms

3 . Educate and A s s is t  P u b lic

4 . Receive R eturns

5 . Process Cash fo r  D eposit

b . M ic ro film  Returns

7 . E s ta b lis h  E d it  S e le c tio n  
C r i te r ia

8 . Perform  V is u a l E d it

9 . Data Capture Return In fo rm a tio n

10 . Perform  Computer E d it

11 . Ensure Compliance w ith  F i l in g  
Requirements

12 . E s ta b lis h  R e fu n d /C red it to  
Next Program

13 . Document F i l in g  o r D e stru c tio n

14 . Perform  O ff ic e  A u d it

a) Personal S erv ice  Costs

Income Tax 
Impact

POSITIONS RANGE

No expenditures 

No expenditures

Expenditures covered by re g u la r a u d it 
fu n c tio n s

No expenditures

No expenditures

No expenditures

Expenditures covered by re g u la r 
a u d it fu n c tio n s

No expenditures

No expenditures

No expenditures

No expenditu res

No exp e n d itu re s ; Expenditures covered by 
re g u la r a u d it fu n c tio n s

No expenditures

7 p o s it io n s

MONTHLY SALARY
ANNUAL SALARY 
WITH BENEFITS

Revenue A u d ito r  IV 20 3 ,564 55,170
Tax Examiner I ' l l 14 2 ,353 36,424
Tax Examiner I I 12 2 ,072 32,075
Tax Examiner I 10 1 ,835 28,405
C le rk  IV 9 1 ,731 26,796
C le rk  T y p is t  I I I 8 1 ,631 25,448
C le rk  T y p is t  I I 7 1 ,545 23.917

T O T A L  P E R S O N A L  S E R V I C E  E X P E N D I T U R E S $ 2 2 8 . 2 3 5
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b) C o n t r a c t u a l :  6 t e r m i n a l s ,  IOP, M e m o r y  u p g r a d e ,

Communications $ 50 ,000

c) S u p p lie s : m iscallaneous 4 ,500
d) T ra in in g  4 ,000
e) Equipment: m ic ro film  r / p ,  p r in t e r ,  desks,

c h a irs , e tc . 23 .000

TOTAL EXPENDITURES $309,735

15. Perform  F ie ld  A u d it

a) Personal S e rv ice  Costs

JUNEAU -  3 POSITIONS

ANNUAL SALARY
POSITIONS RANGE MONTHLY SALARY WITH BENEFITS

Revenue A u d ito r  I I I '  18 3 ,113 $ 48 ,189
Tax Examiner I I  12 2 ,072  32,075
C le rk  T y p is t I I I  8 1 ,631  25,448

TOTAL PERSONAL SERVICE EXPENDITURES $1 0 5 . 7 1 2

b) C o n tra c tu a l: 3 te rm in a ls , Communications $ 18 ,000

c) S u p p lie s : m iscellaneous 2 ,000
d) T ra in in g  3 ,000
e) Equipment: desks, c h a irs , e tc . 11 ,000
f )  T ra v e l 5 .000

TOTAL EXPENDITURES $1 4 4 . 7x 2

ANCHORAGE -  4 POSITIONS

a) Personal S e rv ice  Costs

POSITIONS RANGE MONTHLY SALARY
ANNUAL SALARY 
WITH BENEFITS

Revenue A u d ito r  I  14
Revenue A u d ito r  I  14
Revenue A u d ito r  I I I  18
C le rk  T y p is t  I I I  8

2 .353
2.353 
3 ,113 
1 ,631

$ 36,424 
36,424 
48,189 
25.448

TOTAL PERSONAL SERVICE EXPENDITURES $ 1 4 6  . 4 8 5
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b) C o n tra c tu a l: 4 te rm in a ls , Communications $ 20 ,500

c) S u p p lie s : m iscellaneous 3 500
d) T ra in in g  5^000
e) Equipment: desks, c h a irs , e tc . 13 ,000
f )  T ra v e l 6 !000

TOTAL EXPENDITURES $194.485

APPEALS -  2 POSITIONS

a) Personal S e rv ic e  Costs

ANNUAL SALARY
POSITIONS RANGE MONTHLY SALARY WITH BENEFITS

Appeals O f f ic e r  I I I  18 3 ,113  $ 48 ,189
Tax Examiner I I  12 2 ,072  32,075

TOTAL PERSONAL SERVICE EXPENDITURES $80.264

b) C o n tra c tu a l: 2 te rm in a ls , Communications $ 10,625

c) S u p p lie s : m iscellaneous 1 ,000
d) T ra in in g  2 ,500
e) Equipment: desks, c h a irs , e tc . 5 ,000
f )  T ra v e l 3 .000

TOTAL EXPENDITURES $102 389

GRAND TOTAL EXPENDITURES $751,321



STATE OF ALASKA 1987 LEGISLATIVE SESSION 
FISCAL NOTE

B i l l  V e r s i o n '■> HB 154
REOUEST P u b lish  Date:

R e v is io n  D ate : March 13, 1987 Agency A ffe c te d : Revenue
T i t l e :  An A c t f o r  the ta x t io n  o f_______  BRU:______ Enforcement_________________

income d e riv e d  by in d iv id u a ls ._________ _________ ______________________________________
p a rtn e rs h ip s  and f id u c ia r ie s ___________

Sponsor: House Rules Committee__________ Components:_______ Enforcement— Operating
R eq u e sto r:___________________________________  _______________________________________________

EXPENDITURES/REVENUES: (Thousands o f  D o lla rs )
1

OPERATING
1 FY 87 1 FY 88 1 FY 89 | FY 90 I FY 91 1 FY 92
1 1 1 1 I I

PERSONAL SERVICES i | 6 5 .0 1 2 5 6 .2 1 559 .6 1 5 59 .6 1 559 .6
TRAVEL 1 | 1 1 .9 1 2 8 .0 1 5 2 .3 1 5 2 .3 1 52 .3
CONTRACTUAL 1 f 6 .4 I 1 9 .5 1 1 37 .0 1 1 3 7 .0 1 137 .0
SUPPLIES 1 ~ f .3 1 1 .6 1 3 .5 1 3 .5 1 3 .5
EQUIPMENT 1 | 2 8 .9 1 4 7 .7 1 2 6 .3 1 — 1 —

LANDS & STRUCTURES 1 1 1 — i — 1 — 1 —

GRANTS, CLAIMS 1 1 - 1 — 1 — 1 — 1
1

_

MISCELLANEOUS 1 1 - 1 - 1 - 1 — —

TOTAL OPERATING 1 | 112 .5 1 3 5 3 .0 1 778 .7 1 752 .4 1 752 .4

1 CAPITAL 1 -  1 - 1 - 1 - 1 1 ^

1 REVENUE I -  1 - 1 - 1 - 1 - 1 -

FUNDING: (Thousands o f D o lla rs )
| GENERAL FUND | -  1 112 .5 1 3 5 3 .0 1 678 .7 | 6 52 .4 | 652 .4
| FEDERAL FUNDS j -  1 — 1 - i — 1 - 1
| OTHER (Program R e c e ip ts ) | -  1 - 1 - 1 1 00 .0 | 1 0 0 .0 | 100 .0
1 TOTAL 1 -  1 112 .5 1 3 5 3 .0 1 778.7 | 752 .4 I 752 .4

POSITIONS:
| FULL-TIME | | 5 | 10 | 14 | 14 | 14
j PART-TIME j - j  -  j -  j -  j -  j
I TEMPORARY_________________________j | j | -  j -  |

* •
ANALYSIS: P lease  s e e th e  attaphed a n a ly s is .

Prepared By :  Thomas C. W i l l i a m s ________________________ Phone: 4 6 5 - 2 3 6 6 ___________
D iv is io n : Enforcem ent D i v i s i o n ,  ________ /   Date: March 13 . 1987

Approved by C o m m is s io n e r^ ^  Date:
Agency: ______________________ /  /    /  /

D is t r ib u t io n  (b y  Agency p re p a rin g  f is c a l  n o te ) :
L e g is la t iv e  Finance
L e g is la t iv e  Sponsor „
Requestor
O ff ic e  o f Management and Budget
I m p a c t e d  A g e n c y ( i e s )  p a g e  1 of 5

Se n a t e  S e c r e t a r y



ALASKA DEPARTMENT OF REVENUE 
ENFORCEMENT DIVISION 

FISCAL NOTE ANALYSIS FOR HB 154 
March 1 3 , 1987

1 . There are  a p p ro xim a te ly  15 ,000  em ployers and 100,000 fa m ilie s  which w i l l  
be re q u ire d  to  f i l e  under an income ta x  b i l l .

2 . W ithho ld ing  w i l l  begin January 1 , 1988 . A s ig n if ic a n t  number o f 
d e lin q u en c ies on f i r s t  q u a rte r re tu rn s  w i l l  n o t appear u n t i l  June 1 , 1988.

3 . In d iv id u a l re tu rn s  w i l l  begin January 1 5 , 1989. A s ig n if ic a n t  number o f
d e lin q u en c ies  w i l l  no t appear u n t i l  J u ly  1 , 1989.

4 . The A u d it D iv is io n  estim ates th ey  w i l l  generate 5 ,00 0  b il l in g s ^  per ye a r. 
A p p roxim a te ly  10% w i l l  be appealed; 30% w i l l  be p a id ; and the rem aining 
60% (o r  3 ,0 0 0  b i l l in g s )  w i l l  become d e lin q u e n t.

5 .  The average ta xp a y e r case c o n s is ts  o f  2 .5  b i l l in g s  re s u lt in g  in  1 ,200
a d d it io n a l ta xp a ye r cases. Old case work le v e ls  w i l l  decrease by
ap p ro xim ate ly  100 cases by J u ly  1 , 1989.

C u rren t Number o f Taxpayer Cases 785
P ro je c te d  In v e n to ry  D ec line ( 100)

S u b to ta l 685
A d d it io n a l In v e n to ry  1 .200

Expected In v e n to ry  a t J u ly  1 , 1989 1 .885

6 . The maximum w orkable in v e n to ry  f o r  Tax C o lle c tio n  S p e c ia lis t  and Revenue 
Enforcement O f f ic e r  I I  p o s it io n s  i s  120 ta xp a yer cases. The maximum 
workable in v e n to ry  fo r  a Revenue Enforcement O f f ic e r  I I I  i s  70 taxpayer 
cases. (P lea se  see the attached workload a n a ly s is .)

7 . The necessary t r a v e l  by each f i e l d  Revenue Enforcement O f f ic e r  w i l l  be 
one week long t r i p  p e r q u a r te r . A c c o rd in g ly , t r a v e l fo r  each c u rre n t 
Revenue Enforcem ent O f f ic e r  w i l l  in c re a se  by one week long t r ip  per 
q u a r te r .

8 . W o rksta tion s a re  c u r re n t ly  a v a ila b le  f o r  the new p o s it io n  in  Juneau and 
f o r  two o f th e  new p o s it io n s  in  Anchorage.

A S S U M P T I O N S

P a g e  2 of 5



ALASKA DEPARTMENT OF REVENUE 
ENFORCEMENT DIVISION 

FISCAL NOTE ANALYSIS FOR HB 154 
March 1 3 , 1987

COMPUTATIONS— FY *88 

Personal S e rv ic e s

1 Revenue Enforcement O f f ic e r  I I I  (range 1 8 , @ 4 9 .0 /y e a r)
1 Revenue Enforcement O f f ic e r  I I  (range 1 6 , 0 4 2 .8/year)
2 Tax C o lle c t io n  S p e c ia lis t  I I  (range 1 2 , 0 3 3 .6/year)
1 Accounting C le rk  I I I  (range 1 0 , 0 3 0 .0 /y e a r)

T o ta l FY '88  Personal S ervices 

T ra v e l
«

2 Revenue Enforcement O f f ic e r s  to  IRS Phase I  t r a in in g
T ra n s p o rta tio n  ( 2 t r ip s  0 $500)
P e r Diem (2  t r ip s  x  42 days 0 $80/day)

3 Revenue Enforcement O f f ic e rs  x  1 t r i p  0 q u a rte r
T ra n s p o rta tio n  ( 5 t r ip s  0 $1 ,000)
P e r Diem (3 t r ip s  x  5 days 0 $80/day)

T o ta l FY *88 T ra v e l

C o n tra c tu a l S e rv ic es

Increased t o l l  costs (5 employees 0 $150/mo)
P r in t in g  f o r  fo rm s, le tte rh e a d , e tc .
Increased postage costs (estim ated  0 $100/mo)

T o ta l FY *88 C o n tra c tu a l S erv ices 

Commodities

Paper, pens, e tc . (5 employees x  1/4 year 0 $250/year)

T o ta l FY *88 Commodities 

Equipment

2 W o rks ta tio n s f o r  Support Personnel @ $ 5 ,2 7 3 .7 3
2 S w iv e l- T i l t  C hairs w ith  arms $640.81
1 F i le  ca b in e ts  (5 drawer le g a l w /lock) ® $341.35
2 12 d i g i t  Desk C a lc u la to rs  ( p r in t in g ) $135.03
3 Wang Computer Term inals $ 4 ,9 0 0 .0 0
3 O kidata  u82a M ic ro lin e  P r in te r s $330.00
2 Telephones @ $343.00

T o ta l FY *88 Equipment Costs 

T o ta l FY * 88 Costs

Pag e 3 of 5



ALASKA DEPARTMENT OF REVENUE 
ENFORCEMENT DIVISION 

FISCAL NOTE ANALYSIS FOR HB 154 
March 1 3 , 1987

(range 20 , @ 5 8 .8 /y e a r) 
(range 12 , @ 3 4 .4 /ye a r) 
(range 10 , @ 3 0 .8 /ye ar) 
(range 8 , @ 2 7 .6 /y e a r)

Computations— FY '8 9  

Personal S e rv ic es

1 Revenue Enforcement O f f ic e r  IV
2 Tax C o lle c t io n  S p e c ia lis t  I I  
1 Accounting C le rk  I I I
1 C le rk  T y p is t  I I I

P o s it io n s  h ire d  during FY '8 8

T o ta l FY '89  Personal S ervices

T ra v e l

5 Revenue Enforcement O f f ic e r s  x  1 t r i p  @ q u a rte r
T ra n s p o rta tio n  ( 20 t r ip s  @ $ 1 ,000)
P e r Diem (20 t r ip s  x  5 days @ $80/day)

T o ta l FY *89 T ra v e l

C o n tra c tu a l S e rv ic e s

256 .2

2 0 .0
8 .0

2 8 .0

Increased t o l l  costs (10 employees @ $ 1 5 0 .00/month)
P r in t in g  f o r  form s, le tte rh e a d , e tc .
Increased postage costs (estim ated  @ $ 3 5 0 .00/month)

T o ta l FY *89 C o n tra c tu a l S erv ices

Commodities Paper, pens, e tc . (10 employees @ $250/year)

Equipment

W o rks ta tio n s fo r  Support Personnel @ $ 5 ,2 7 3 .7 3
S w iv e l - T i l t  C ha irs w ith  arms @ $640.81
F i le  c a b in e ts  (5 drawer le g a l w /lock) @ $341.35
12 d i g i t  Desk C a lc u la to rs  ( p r in t in g )  @ $135.03
Wang Computer Term inals @ $ 4 ,9 0 0 .0 0
O kida ta  u82 M ic ro lin e  P r in te r s  @ $330 .00
Telephones @ $343.00

T o ta l FY *89 Equipment Costs 

T o ta l FY * 89 Costs

19 .5

1 .6

4 7 .7

$ 3 5 3 .0
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ALASKA DEPARTMENT OF REVENUE 

ENFORCEMENT DIVISION 
FISCAL NOTE ANALYSIS FOR HB 154 

March 13, 1987

Computations— FT '90 

Personal Services

1 Revenue Enforcement Officer III (range 18, 0 50.4/year) 50.4

2 Revenue Enforcement Officer II (range 16, @ 42.8/year) 85.6

1 Tax Collection Specialist II (range 12, @ 33.6/year) 33.6
Positions hired during F T  '88 and FT *89 390.0

Total FT '90 Personal Services 559.5

Travel
■%

3 Revenue Enforcement Officers to IRS Phase I training

Transportation ( 3 trips @ $500) 1.5

P e r  Diem (3 trips x 42 days @ $80/day) 10.2
9 Revenue Enforcement Officers x  1 trip 0 quarter

Transportation ( 29 trips 0 $1,000) 29.0

Per Diem (29 trips x  5 days 0 $80/day) 11 .6

Total FT '90 Travel 52.3

Contractual Services

Out-of-state collection agency contract 100.0

Increased toll costs (14 employees @ $150.00/month) 25.2
Printing for forms, letterhead, etc. 7.0

Increased postage costs (estimated @ $400.00/month) 4.8

Total FT '90 Contractual Services 137.0

Commodities

Paper, pens, etc. (14 employees @ $250/year)  3.5

Total FT *90 Commodities  3.5

Equipment

4 Workstations for Support Personnel 0 $5,273.73 21.1

4 Swivel-Tilt Chairs with arms 0 $640.81 2.6
2 File cabinets (5 drawer legal w/lock) 0 $341.35 .7
4 12 digit Desk Calculators (printing) 0 $135.03 .5
4 Telephones @ $343.00  1 .4

Total F T  *90 E q u i p m e n t  Costs ~  26.3

Total F T  *90 $ 778.7



ALASKA DEPARTMENT OF REVENUE 

ENFORCEMENT DIVISION 

STATE INCOME TAX POSITION IMPLEMENTATION SCHEDULE

As of March 13, 1987

Total JNU ANC1 ANC2

Staffing as of Jul y  1. 1987 2 REO IV 1 REO IV 1 REO IV
/

1 REO III 1 REO III

2 REO II 2 REO II
4 TCS II 3 TCS II 1 TCS II

1 AC III 1 AC III

ir:
2 CT III 1 CT III 1 CT III

Total Positions 07/01/87 12 7 5 -0-

F Y  *88

Hire positions by 03/01/88 1 REO III 1 REO III
and have employees fully 1 REO II 1 REO II
functional by 06/01/88 2 TCS II 2 TCS II

1 AC III 1 AC III

Positions Added in F Y  '88 5 1 4 -0-

F Y  '89 •

H ire positions by 01/01/89 1 REO IV 1 REO IV
and have employee fully

functional by 04/01/89

Hire positions by 04/01/89 2 TCS II 2 TCS II
and have employees fully 1 AC III 1 A C  III
functional by 07/01/89 1 CT III 1 CT III

Positions Added in FY '89 5 -0- -0- 5

FY  *90 (if workload warrants)

Hire position by 07/01/89 1 REO III 1 REO III
and have employee fully 2 REO II 2 REO II
functional by 10/01/89 1 TCS II 1 TCS II

Positions Added in F Y  *90 4 -0- -0- 4

FY *91

Evaluate potential needs

during the Fall of 1989

while preparing the FY *91

budget.

Total Positions Added 14 1 4 9

TOTAL POSITIONS REQUIRED 26 8 9 9
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ALASKA DEPARTMENT OF REVENUE 
ENFORCEMENT DIVISION 

WORKLOAD LEVELS UNDER HB 154 
As o f March 13 , 1987

• »

S ta f f in g  Leve ls
As o f FY 88 FY 89 FY 90 As o f

C o lle c to rs 07/01/87 + Adds + Adds + Adds 07/01/89

Tax C o lle c tio n  S p e c ia lis ts 4 2 2 1 9
Revenue Enforcement O f f ic e r  I I s 2 1 - 0 - 2 5
Revenue Enforcement O f f ic e r  I l l s 1 1 - 0 - 1 3

T o ta l C o lle c to rs 7 4 2 4 17

Support S ta f f

S u p e rv iso rs/T e c h n ic a l A d v iso rs 2 - 0 - 1 - 0 - 3
Accounting C le rks 1 1 1 - 0 - 3
C le rk  T y p is ts 2 - 0 - 1 - 0 - 3

T o ta l Support S ta f f 5 1 3 - 0 - 9

T o ta l S ta ff in g 12 5 5 4 26

Taxpayer Case Load Leve ls

Tax C o lle c tio n  S p e c ia lis ts 480 240 240 120 1 ,080
Revenue Enforcement O f f ic e r  I I s 240 120 - 0 -  240 600
Revenue Enforcement O f f ic e r  I l l s 70 70 - 0 -  70 210

T o ta l Taxpayer Case Load 790 430 240 430 1 .890

Taxpayer Cases as o f  03/09/87 785

B i l l in g Case Load Leve ls

Tax C o lle c tio n  S p e c ia lis ts 1 ,2 0 0 600 600 300 2 ,700
Revenue Enforcement O f f ic e r  I I s 600 300 - 0 - 600 1 ,500
Revenue Enforcement O f f ic e r  I l l s 175 175 - 0 - 175 525

T o ta l B i l l in g  Case Load 1 .97 5 1 .075 600 1.075 4 .725

B i l l in g s  as o f 03/09/87 1 .9 6 3

P a g e  1 of 1



ALASKA DEPARTMENT OF REVENUE 
ENFORCEMENT DIVISION 

FY 90 ORGANIZATION UNDER HB 154 
W ith March 13, 1987 Incum bents

D ir e c to r  *2001

T. W illiam s
_AA I  2002-

D. Robinson

A/P IV 2026
J .  J e f f e r s o n

I
I

BBBBBBBBBBBBBBBBB 
B J  C 0 B 
BBBBBBBBBBBBBBBBB

I
 I

I
I

BBBBBBBBBBBBBBBBB 
B A C 1 B 
BBBBBBBBBBBBBBBBB

I
 1___

I
I

BBBBBBBBBBBBBBBBB 
B A C 2 B 
BBBBBBBBBBBBBBBBB

I
 I______

REO IV *2200 REO IV *2020 REO IV *FY89
P. Dick K. Jan n u sch C-l/01/89

REO I I I 2003 REO I I I FY88 REO I I I FY90
W. S chroder 0 3 /0 1 /8 8 0 7 /0 1 /8 9

REO I I FY88 REO I I 2005 REO I I FY90
0 3 /0 1 /8 8 T. L anders 07 /0 1 /8 9

TCS I I 2092 REO I I 2040 REO I I FY90
B. G arriso n D. Newton 07 /0 1 /8 9

TCS I I 2095 TCS I I 2015 TCS I I FYI39
C. McMullen N. S ew ell 0 4 /0 1 /8 9

TCS I I 2096 TCS I I FY88 TCS I I FY89
E. C ole 0 3 /0 1 /8 8 0 4 /0 1 /8 9

AC I I I 2097 TCS I I FY88 TCS I I FY90
J .  S tevenson 0 3 /0 1 /8 8 0 7 /0 1 /8 9

CT I I I 2213 AC I I I FY88 AC I I I FY89
K. R id le 0 3 /0 1 /8 8 04 /0 1 /8 9

CT I I I  2024
M. S t u d s t i l l

CT I I I  
04/01/89

FY89

I
I

BBBBBBBBBBBBBBBBB 
B A D I  B 
BBBBBBBBBBBBBBBBB

I
 i______
PFDS I I I  
P . Palmqii

I
I

BBBBBBBBBBBBBBBBB 
B J  0 A B 
BBBBBBBBBBBBBBBBB

I
 I

Inv I I  
D. Hansen

2212

PFDS I 
D. Davidson

2021

J .  Green

C. Homme

P. O rtega

S. B o ster

*2206
i s t

PFDS I I I  
S . Lowe

*2205

PFDS I  2017 
S. Van Valkenburq

PFDS I  
L. L iberte*

2207

PFDS I 
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B i l l  V e r . l D n ^ 8 1 ^ . ^  

________________________ P u b l i s h  D a t e : _ ________________

R e v i s i o n  Date: 3 / 1 3 / 8 7

T i t l e :  S t a t e  I n d i v i d u a l  I n c o m e  T a x

S p o n s o r : _____________________________________

R e q u e s t o r : _________________ _________________

A g e n c y  A f f e c t e d :  R e v e n u e

B R U : _______________ A d m i n i s t r a t i v e  S e r v i c e s
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1 FY 87 1 FY 88 1 FY 89 1 FY 90 !1 FY 91 1 FY 92
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A N A L Y S I S : A t t a c h  a s e p a r a t e  p a g e  if n e c e s s a r y

(Se e  a t t a c h e d )

P r e p a r e d  By: E r v W S ^ ' " J o n e s ____________

D i v i s i o n :   A d m i n i s t r a t i v e  S e r v i c e s

A p p r o v e d  b y  Commissioner:. 

A g e n c y :  R e v e n u e

D i s t r i b u t i o n  ( by A g e n c y  p r e p a r i n g  f i s c a l  n o t e )  

L e g i s l a t i v e  F i n a n c e  

L e g i s l a t i v e  S p o n s o r  

R e q u e s t o r

O f f i c e  of M a n a g e m e n t  a n d  B u d g e t

Impacted A g e n c y ( i e s )

Senate S e c r e t a r y

P h o n e :  4 6 5 - 2 3 1 3

p a g e of



D e p a r t m e n t  o f  R e v e n u e  
A d m i n i s t r a t i v e  S e r v i c e s  D i v i s i o n  

F i s c a l  N o t e  A n a l y s i s  
I n d i v i d u a l  I n c o me  Tax  B i l l  

3 / 1 3 / 8 7

A s s u m p t i o n s :

1 .  The A d m i n i s t r a t i v e  S e r v i c e s  D i v i s i o n  w i l l  b e  r e s p o n s i b l e  f o r  t h e  f o l l o w i n g  
f u n c t i o n s  r e l a t i v e  t o  t h e  A l a s k a  I n d i v i d u a l  I n c o me  Tax W i t h h o l d i n g  S y s t e m  
and  t h e  A l a s k a  I n d i v i d u a l  I n c o m e  Tax R e t u r n  P r o c e s s i n g  S y s t e m .

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

b)  P r o c e s s  a l l  t a x  r e t u r n s ,  i n c l u d i n g  m a i l  h a n d l i n g ,  m i c r o f i l m i n g ,  
d o c u m e n t  r e v i e w ,  d a t a  c a p t u r e  a n d  f i l i n g .

c )  P r o c e s s  a l l  r e m i t t a n c e s  o f  t a x  d u e  w h i c h  i s  r e c e i v e d  w i t h  t a x  r e t u r n s .
d )  D e s i g n ,  p r o g r a m ,  t e s t ,  d o c u m e n t ,  a n d  m a i n t a i n  t h e  a u t o m a t e d  A l a s k a

I n d i v i d u a l  I n c o me  Tax W i t h h o l d i n g  S y s t e m  a n d  A l a s k a  I n d i v i d u a l  I n c o me  
Tax  R e t u r n  P r o c e s s i n g  S y s t e m .

e )  P r o c e s s  a n d  a c c o u n t  f o r  a l l  i n d i v i d u a l  i n c o m e  t a x  r e f u n d s  t o  
i n d i v i d u a l s .

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

g )  A c q u i r e  a nd  m a i n t a i n  c o m p u t e r  c a p a c i t y  t o  a c c o m m o d a t e  t h e  t wo s y s t e m s
a n d  t h e  a c c e s s  r e q u i r e d  by t h e  d e p a r t m e n t ' s  u s e r s .

2 .  The D e p a r t m e n t  o f  R e v e n u e  w i l l  c o n t r a c t  w i t h  a b a n k  t o  p r o v i d e  a 
" l o c k - b o x "  f u n c t i o n ,  w i t h  e m p l o y e e s  d e p o s i t i n g  a l l  i n d i v i d u a l  i n c o m e  t a x e s  
w i t h h e l d  on a m o n t h l y  b a s i s .

3 .  The  D e p a r t m e n t  o f  A d m i n i s t r a t i o n ' s  d a t a  p r o c e s s i n g  c h a r g e b a c k  s y s t e m  w i l l  
r e q u i r e  t h a t  t h e  D e p a r t m e n t  o f  R e v e n u e  b u d g e t  f o r  t h e  c o s t  o f  d a t a  
p r o c e s s i n g  r e s o u r c e s  u s e d  by t h e  w i t h h o l d i n g  s y s t e m  a n d  r e t u r n s  p r o c e s s i n g  
s y s t e m .  The  t o t a l  c h a r g e b a c k  i s  b u d g e t e d  i n  A d m i n i s t r a t i v e  S e r v i c e s .

4 .  The  P e r m a n e n t  Fund D i v i d e n d  p r o g r a m  w i l l  s t a y  i n t a c t  t h r o u g h  FY92,  i n  i t s  
c u r r e n t  f o r m .

5 .  The p r o c e s s i o n  o f  W i t h h o l d i n g  a n d  I n d i v i d u a l  I n c o m e  Ta x  r e t u r n s  w i l l  oe  
a u t o m a t e d  a s  much a s  p o s s i b l e .

6 .  The  A l a s k a  I n d i v i d u a l  I n c o me  Tax W i t h h o l d i n g  S y s t e m  m u s t  b e  i n  p l a c e  
b e f o r e  J a n u a r y  1 ,  1 9 8 8 .

7 .  The A l a s k a  I n d i v i d u a l  I n c o me  Tax R e t u r n  P r o c e s s i n g  S y s t e m  m u s t  b e  i n  p l a c e  
b e f o r e  J a n u a r y  1 ,  1 9 8 9 .

8 .  The f i s c a l  n o t e  i n c l u d e s  t h e  i n c r e m e n t a l  c o s t  o f  p r o v i d i n g  s p a c e  f o r  t h e  
e m p l o y e e s  a n d  e q u i p m e n t  r e q u i r e d  by  t h e  d e p a r t m e n t .



9 .  A f t e r  r e v i e w i n g  t h e  f i s c a l  a n a l y s e s  o f  a l l  d i v i s i o n s ,  a n  e s t i m a t e  o f  t h e  
a d d i t i o n a l  c o m p u t e r  r e s o u r c e s  n e e d e d  h a s  b e e n  m a d e .  T h i s  c o s t  a s s u m e s :

a )  The  w i t h h o l d i n g  and  i n c o m e  t a x  p r o c e s s i n g  s y s t e m s  w i l l  r e s i d e  on
DOA's m a i n f r a m e  c o m p u t e r  a n d  w i l l  b e  p r o g r a m m e d  i n  c o m m a n d - l e v e l  CICS.

b)  To g a i n  t h e  t r e m e n d o u s  a d v a n t a g e s  i n  p r o g r a m m i n g  d e v e l o p m e n t  o f f e r e d
by t h e  Wang VS,  R e v e n u e  w i l l  p u r c h a s e  a s o f t w a r e  p a c k a g e  w h i c h  a l l o w s
an  a n a l y s t / p r o g r a m m e r  t o  w r i t e  p r o g r a m s  on  t h e  Wang VS a n d  h a v e  t h e m 
t r a n s l a t e d  t o  command l e v e l  CICS t o  r u n  on t h e  m a i n f r a m e ,  w h i c h  
o f f e r s  e c o n o m i c a l  s t o r a g e  a n d  p r o c e s s i n g  f o r  l a r g e  f i l e s .

10.  G i v e n  t h e  e x i s t i n g  f e d e r a l  t a x  l a w ,  t h i s  b i l l  r e q u i r e s  a l l  p e r s o n s  
r e c e i v i n g  a p e r m a n e n t  f u n d  d i v i d e n d  t o  f i l e  a n  A l a s k a  I n d i v i d u a l  I n c o me  
Tax r e t u r n .  H o w e v e r ,  f o r  p u r p o s e s  o f  t h i s  f i s c a l  a n a l y s i s ,  i t  i s  a s s u m e d  
t h a t  t h e  f i n a l  v e r s i o n  w o u l d  n o t  r e q u i r e  f i l i n g  by a p e r s o n  w h o s e  o n l y  
s o u r c e  o f  I n c o m e  i s  t h e  A l a s k a  P e r m a n e n t  Fund D i v i d e n d .  T h u s ,  m o s t  o f  
A l a s k a ' s  c h i l d r e n  w o u l d  n o t  h a v e  t o  f i l e .  I f  t h i s  p r o v e s  n o t  t o  b e  t h e  
c a s e ,  t h e r e  w i l l  b e  an  i n c r e m e n t a l  c o s t  o f  p r o c e s s i n g  t h e  a d d i t i o n a l  
1 8 0 , 0 0 0  t a x  r e t u r n s .

P r o g r a m  Summary:

The  A l a s k a  I n d i v i d u a l  I n c o me  Tax w i l l  r e q u i r e  t h e  c r e a t i o n  o f  t wo  m a j o r  
p r o c e s s i n g  s y s t e m s :

1)  Al .  ka  I n d i v i d u a l  I n c o m e  Tax  W i t h h o l d i n g  S y s t e m .
2)  A l a s k a  I n d i v i d u a l  I n c o me  Ta x  R e t u r n  P r o c e s s i n g  S y s t e m .

I n  a d d i t i o n  t o  d e s i g n i n g ,  p r o g r a m m i n g  a n d  m a i n t a i n i n g  t h e  t wo  a b o v e  m e n t i o n e d  
a u t o m a t e d  s y s t e m s ,  t h e  A d m i n i s t r a t i v e  S e r v i c e s  D i v i s i o n  w i l l  p r o c e s s ,  r e v i e w ,  
m i c r o f i l m ,  a n d  d a t a  c a p t u r e  a p p r o x i m a t e l y  7 0 , 0 0 0  w i t h h o l d i n g  f o r m s  and  2 7 5 , 0 0 0  
A l a s k a  I n d i v i d u a l  I n c o me  Tax r e t u r n s  a n n u a l l y .  R e f u n d  w a r r a n t s  w i l l  be  i s s u e d  
on a p p r o x i m a t e l y  2 1 3 , 7 5 0  o f  t h e  r e t u r n s  f i l e d .  I n  a d d i t i o n ,  a p p r o x i m a t e l y  
2 5 , 0 0 0  i n d i v i d u a l  l e t t e r s  w i l l  b e  p r e p a r e d ,  m a i l e d ,  a n d  c o n t r o l l e d  i n  r e s p o n s e  
t o  p e r s o n s  who f i l e  i n c o m p l e t e  t a x  r e t u r n s  o r  w h o s e  t a x  r e t u r n s  r e s u l t  i n  a 
m a t h e m a t i c a l  a d j u s t m e n t .

F i n a l l y ,  t h e  a d d i t i o n  o f  s u c h  a m a j o r  p r o g r a m  t o  t h e  D e p a r t m e n t  o f  R e v e n u e  
w i l l  d e f i n i t e l y  i m p a c t  t h e  a b i l i t y  o f  t h e  A d m i n i s t r a t i v e  S e r v i c e s  D i v i s i o n  t o
p r o v i d e  g e n e r a l  a d m i n i s t r a t i v e  s u p p o r t  s e r v i c e s  w i t h  t h e  e x i s t i n g  s t a f f .

The  A d m i n i s t r a t i v e  S e r v i c e s  D i v i s i o n  w i l l  r e q u i r e  s t a f f i n g  a s  e a r l y  a s  FY88 i n  
o r d e r  t o  d e s i g n  a n d  e s t a b l i s h  t h e  c o m p u t e r i z e d  p r o c e s s i n g  s y s t e m s  e n v i s i o n e d ,  
a n d  t o  p r o d u c e  t h e  f o r m s  r e q u i r e d .  I n  l a t e  FY88,  s t a f f i n g  w i l l  come on b o a r d  
t o  p r o c e s s  t h e  W i t h h o l d i n g  r e p o r t s  a n d  r e t u r n s .  I n  FY89,  a d d i t i o n a l  s t a f f  
w i l l  be  n e e d e d  t o  s u p p o r t  the ,  A l a s k a  I n d i v i d u a l  I n c o me  Tax  R e t u r n  P r o c e s s i n g  
S y s t e m .  The a n a l y s i s  b e l o w  s hows  t h e  e s t i m a t e d  e x p e n d i t u r e s  f o r  FY88 -  FY92.

FY88

1 .  Pos i t  i o n s :

A. D a t a  P r o c e s s i n g :

1 PFT A n a l y s t / P r o g r a m m e r  V, R 2 1 ,
0  $ 4 , 8 5 6 / H o  i n c l u d i n g  s a l a r y  a n d
b e n e f i t s  f o r  12  m o n t h s  = $ 5 8 , 2 7 2
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2 PFT A n a l y s t / P r o g r a m m e r  I V,  R19,
0  $ 4 , 2 8 1 / H o  e a c h  I n c l u d i n g  s a l a r y
a n d  b e n e f i t s  f o r  12  m o n t h s  = 1 0 2 , 7 4 4

2 PFT A n a l y s t / P r o g r a m m e r  I I I ,  R17 ,
0  $ 3 , 7 3 0 / M o  e a c h  I n c l u d i n g  s a l a r y
a n d  b e n e f i t s  f o r  6 m o n t h s  - 4 4 , 7 6 0

The  a b o v e  a n a l y s t  p r o g r a m m e r  t e a m  w i l l  d e s i g n ,  p r o g r a m ,  a n d  m a i n t a i n  t h e  t wo 
m a j o r  s y s t e m s  m e n t i o n e d  a b o v e ,  I n c l u d i n g  a l l  s u b s y s t e m s  a n d  I n t e r f a c e s  w i t h  
t h e  e x i s t i n g  R e v e n u e  s y s t e m s  a n d  t h e  A l a s k a  S t a t e  A c c o u n t i n g  S y s t e m .

T h e s e  s y s t e m s  w i l l  p r o v i d e  f o r  a mi n i mum o f  t h e  f o l l o w i n g :

A l a s k a  I n d i v i d u a l  I n c o me  Tax  W i t h h o l d i n g  S y s t e m

* O n l i n e  s y s t e m  c o m p a r a b l e  t o  t h e  f e d e r a l  s y s t e m  w i t h  m o n t h l y  d e p o s i t s ,
q u a r t e r l y  r e t u r n s ,  a n d  an  a n n u a l  r e c o n c i l i a t i o n .

* D i r e c t  d e p o s i t  s y s t e m  a t  a  " l o c k - b o x "  b a n k  by  e m p l o y e r s .

* A u t o m a t i c  g e n e r a t i o n  o f :
q u a r t e r l y  p a c k e t s  o f :
* m o n t h l y  d e p o s i t  c o u p o n s
* q u a r t e r l y  t a x  r e t u r n s
n o t i c e s  o f  t a x  d e f i c i e n c i e s ,  p e n a l t y  a n d  I n t e r e s t  
s t a n d a r d  c o r r e s p o n d e n c e  
m a n a g e m e n t  r e p o r t i n g  d a t a .

* I n t e r f a c e  w i t h  a c c o u n t s  r e c e i v a b l e  s y s t e m  a n d  A l a s k a  I n d i v i d u a l
I n c o me  Tax  R e t u r n  P r o c e s s i n g  S y s t e m .

A l a s k a  I n d i v i d u a l  I n c o me  Tax  R e t u r n  P r o c e s s i n g  S y s t e m

d o c u m e n t  l o c a t o r  n u mb e r  s y s t e m  
r e t u r n  d a t a  c a p t u r e  
o n l i n e  s y s t e m s

a c c e s s / i n q u i r y
a d d r e s s  c h a n g e s
s t a t u s  c h a n g e  s y s t e m
g e n e r a t i o n  o f  o u t  c a r d s
u s e  o f  m i c r o f i l m  v s  h a r d  c o p y  f o r  r e v i e w
a u t o m a t e d  c a l c u l a t i o n  c h e c k s
g e n e r a t i o n  o f  r e d u c e d  r e f u n d  n o t i c e s  w i t h  a p p e a l  r i g h t s  
g e n e r a t i o n  o f  a u t o m a t e d  b i l l i n g s  f o r  d e f i c i e n c i e s ,  p e n a l t y  and  
I n t e r e s t  w i t h  a p p e a l  r i g h t s  

I n t e r f a c e  w i t h  a c c o u n t s  r e c e i v a b l e  s y s t e m  ( A/ R)
I n t e r f a c e  w i t h  AIITWHS t o  v e r i f y  c l a i m e d  w i t h h o l d i n g  
h i s t o r y  f i l e
p o s s i b i l i t y  o f  m u l t i - y e a r  f i l e  f o r  e a s y  a c c e s s  t o  I n f o r m a t i o n  on 
p r i o r  y e a r  a c t i v i t y ,  e t c .  
c h e c k  w r i t i n g  f o r  r e f u n d s  
m a n a g e m e n t  r e p o r t i n g  d a t a

-3-



B. Document Processing:

1 .  H a i l  r oom

1 PFT C l e r k  IV,  R9,  @ $ 2 , 3 4 3 / H o
i n c l u d i n g  s a l a r y  a n d  b e n e f i t s  f o r
3 m o n t h s  =■ $ 7 , 0 2 9

T h i s  p o s i t i o n  w i l l  a u g m e n t  t h e  e x i s t i n g  m a i l r o o m  s t a f f  t o  p e r f o r m  t h e  t a s k  o f  
r e c e i v i n g ,  o p e n i n g ,  s o r t i n g ,  a n d  d i s t r i b u t i n g  an  a d d i t i o n a l :

* a p p r o x i m a t e l y  7 0 , 0 0 0  p i e c e s  o f  m a i l  d u e  t o  t h e  A l a s k a  I n d i v i d u a l  
I n c o m e  Tax W i t h h o l d i n g  S y s t e m  ( 1 7 , 5 0 0  e m p l o y e r s  t i m e s  f o u r  q u a r t e r l y  
r e t u r n s .

* h a n d l i n g ,  s o r t i n g  a n d  p o s t i n g  o f  a d d i t i o n a l  o u t g o i n g / i n c o m i n g  m a i l  a s  
f o l l o w s :

a p p r o x i m a t e l y  7 , 0 0 0  m i s s i n g  i n f o r m a t i o n  l e t t e r s ,  b i l l i n g -  
n o t i c e s ,  a nd  c o r r e s p o n d e n c e  w i t h  e m p l o y e r s .

2 .  H a n u a l  R e v i e w

1 PFT Tax  E x a m i n e r  I I I ,  R14 ,  @
$ 3 , 1 2 4 / H o  i n c l u d i n g  s a l a r y  a n d
b e n e f i t s  f o r  5 m o n t h s  = $ 1 5 , 6 2 0

2 PFT Do c u me n t  P r o c e s s o r  I ,  R7,  @
$ 2 , 1 1 8 / H o  i n c l u d i n g  s a l a r y  a n d
b e n e f i t s  f o r  3 m o n t h s  =• 1 2 , 7 0 8

T h e s e  p o s i t i o n s  w i l l  m a n u a l l y  r e v i e w  a l l  W i t h h o l d i n g  Tax  r e t u r n s  f i l e d  b a s e d  
on a p r e d e t e r m i n e d  c r i t e r i o n .

* i d e n t i f y  I n c o m p l e t e  r e t u r n s
* s e n d  o u t  a u t o m a t i c a l l y  g e n e r a t e d  m i s s i n g  i n f o r m a t i o n  l e t t e r s  a n d  

b i l l i n g  n o t i c e s

3 .  H i c r o f i l m i n g

1 PFT Do c u me n t  P r o c e s s o r  I ,  R7 @
$ 2 , 118 / Mo i n c l u d i n g  s a l a r y  a nd
b e n e f i t s  f o r  3 m o n t h s  = $ 6 , 3 5 4

T h e s e  p o s i t i o n s  w i l l  a u g m e n t  t h e  e x i s t i n g  m i c r o f i l m  s t a f f  t o  m i c r o f i l m ,  a s s i g n  
d o c u m e n t  l o c a t o r  n u m b e r s ,  a nd  d a t e  s t a m p  100% o f  W i t h h o l d i n g  Ta x  r e t u r n s  f i l e d .

4 .  D a t a  C a p t u r e

2 PFT D a t a  P r o c e s s i n g  C l e r k  I ,  R8,
@ $ 2 , 222 / Mo i n c l u d i n g  s a l a r y  a n d
b e n e f i t s  f o r  3 m o n t h s  = $ 1 3 , 3 3 2

T h e s e  p o s i t i o n s  w i l l  a u g m e n t  t h e  e x i s t i n g  D a t a  E n t r y  s t a f f  t o  d a t a  c a p t u r e  and  
v e r i f y  c a p t u r e d  d a t a  o f  100% o f  r e t u r n s  f i l e d .



C. General Departmental S u p p o r t Services

1 PFT C h i e f ,  I n c o me  Tax O p e r a t i o n s ,
R23,  @ $ 5 , 558/ Mo i n c l u d i n g  s a l a r y
a n d  b e n e f i t s  f o r  12 m o n t h s  = $ 6 6 , 6 9 6

1 PFT P e r s o n n e l  A s s i s t a n t  I I ,  R14,
@ $ 3 , 115 / Mo i n c l u d i n g  s a l a r y  and
b e n e f i t s  f o r  12 m o n t h s  = 3 7 , 3 8 0

1 PFT C l e r k  T y p i s t  I I I ,  R8,
0  $ 2 , 222 / Mo i n c l u d i n g  s a l a r y
a n d  b e n e f i t s  f o r  12 m o n t h s  =■ 2 6 , 6 6 4

1 PFT S u p p l y  O f f i c e r  I I ,  R16 
0  $ 3 , 515 / Mo i n c l u d i n g  s a l a r y
a nd  b e n e f i t s  f o r  12 m o n t h s  = 4 3 , 1 8 0

2 PFT A c c o u n t i n g  C l e r k  I I I ,  RIO,
0  $ 2 , 468 / Mo I n c l u d i n g  s a l a r y  and
b e n e f i t s  f o r  12 m o n t h s  = 5 9 , 2 3 2

1 PFT P u b l i c a t i o n s  S p e c i a l i s t  I ,
R13 ,  0  $ 2 , 915 / Mo i n c l u d i n g
s a l a r y  a n d  b e n e f i t s  f o r  12 m o n t h s  3 4 , 9 8 0

T h e s e  p o s i t i o n s  w i l l  a u g m e n t  t h e  e x i s t i n g  g e n e r a l  a d m i n i s t r a t i o n  s u p p o r t  s t a f f  
f o r  t h e  a d d i t i o n a l  p r o g r a m s  a n d  r e l a t e d  1 00+  new e m p l o y e e s .

* P e r s o n n e l :
c l a s s i f i c a t i o n  o f  p o s t i o n s  and  r e s p o n d  t o  r e c l a s s i f i c a t i o n  
r e q u e s t s
m a i n t a i n  p a y r o l l  a nd  l e a v e  r e c o r d s
p r o c e s s  r e g i s t e r s ,  a n d  a r r a n g e  i n t e r v i e w s
h a n d l e  g r i e v a n c e s ,  i n f o r m a t i o n  r e q u e s t s ,  t y p i n g  t e s t s ,  e t c .

* F i s c a l :
i n c r e a s e  i n  t r a v e l  r e q u e s t s
g e n e r a l  d i s t r i b u t i o n s
h a n d l i n g  i n c r e a s e  i n  c a n c e l l e d  w a r r a n t s

S u p p l y  a n d  p u r c h a s i n g :
i n c r e a s e  i n  s u p p l y  o r d e r s  f o r  p a p e r  i n t e n s i v e  o r g a n i z a t i o n  
P u r c h a s e s  i n c r e a s e :
* g e n e r a l  e q u i p m e n t
* c o m p u t e r  t e r m i n a l s ,  p r i n t e r s
* m a i n t e n a n c e  c o n t r a c t s
* g e n e r a l  o f f i c e  s u p p l i e s
P r o p e r t y  C o n t r o l  ( t e r m i n a l s ,  f u r n i t u r e ,  c a l c u l a t o r s ,  e t c .  w i l l  
i n c r e a s e  -



* For ms  m a n a g e m e n t :
p r e p a r a t i o n  o f  I n d i v i d u a l  I n c o me  Tax  b o o k l e t  e a c h  y e a r  
( c o n s i d e r a b l y  m o r e  c o m p l e x  t h a n  PFD b o o k l e t )  
p r e p a r a t i o n  o f  e m p l o y m e n t  w i t h h o l d i n g  f o r m s  
m i s c e l l a n e o u s  s u p p o r t  f o r m s :
* m i s s i n g  I n f o r m a t i o n  l e t t e r
* d e n i a l  f o r m s
* c h e c k  s t o c k  ( r e f u n d s )

* G e n e r a l :
g e n e r a l  s u p e r v i s i o n  a n d  m a n a g e m e n t  o f  m a j o r  a d d i t i o n a l  l i n e  
p r o g r a m  i n  d i v i s i o n ,  i n  a d d i t i o n  t o :
* p e r m a n e n t  f u n d  d i v i d e n d  p r o g r a m
* s h a r e d  t a x e s
* a d m i n i s t r a t i v e  s e r v i c e s  t o  t h e  d e p a r t m e n t

TOTAL PERSONAL SERVICES $ 5 2 9 - 0

2 .  O t h e r  E x p e n d i t u r e s :

a )  T r a v e l :

o n - s l t e  r e v i e w  o f  s e l e c t e d  t a x  r e t u r n  
p r o c e s s i n g  s y s t e m s  i n  o t h e r  s t a t e s  $ 4 . 0

t r a i n i n g  f o r  a n a l y s t / p r o g r a m m e r s  i n
command l e v e l  CICS a n d  Wang VS C o b o l .  $ 6 . 0

TOTAL TRAVEL $ 1 0 . 0

b)  C o n t r a c t u a l :

T e r m i n a l s

1 .  3 Wang 4 2 5 0  w o r k s t a t i o n s  $ 1 8 , 2 1 6
2 .  3 Wang e m u l a t o r  b o a r d s  2 , 4 1 5
3 .  2 Wang 4 2 3 0  k e y - p u n c h  t e r m i n a l s ,

2 m o n t h s  1 , 8 0 0
4 .  H i c r o f i l m e r ,  w i t h  m a i n t e n a n c e ,

3 m o n t h s  3 , 7 9 2
5 .  4 p h o n e s ,  c e n t r e x  c o s t s ,  l o c a l

a n d  l o n g  d i s t a n c e  5 , 3 9 0
6 .  p r i n t i n g :  W i t h h o l d i n g  R e t u r n s ,

D e p o s i t  C o u p o n s ,  e n v e l o p e s ,
c a l e n d a r s ,  W - 4 ' s ,  e t c .  4 2 , 0 0 0

7 .  p o s t a g e  2 2 , 0 0 0
8 .  c h a r g e b a c k  f o r  c o m p u t e r  t i m e

f r o m  DOA 9 1 , 6 0 0
9 .  Wang/ IBM d e v e l o p m e n t  p a c k a g e

(NETRON-CAP) w i t h  m a i n t e n a n c e  1 2 3 , 5 0 0  „
10 .  Wang/ IBM r e m o t e  a c c e s s  s o f t w a r e

w i t h  m a i n t e n a n c e  5 , 2 4 0
1 1 .  Wang D i s k  P a c k  c l e a n i n g  700
1 2 .  IBM C o n t r o l  U n i t  m a i n t e n a n c e  600
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1 3 .  Wang VS- 1 0 0  I . O . P .  m a i n t e n a n c e  360
1 4 .  Wang VS - 1 0 0  Memory m a i n t e n a n c e  720
1 5 .  Wang VS - 1 0 0  D i s k  D r i v e  m a i n t e n a n c e  2 , 2 5 6
1 6 .  DOR' s  a d d i t i o n a l  o f f i c e  s p a c e  

r e q u i r e m e n t s  1 0 2 . 3 5 4

TOTAL CONTRACTUAL

c )  S u p p l 1 e s :

C o m p u t e r ,  m i c r o f i l m i n g ,  d u p l i c a t i n g ,  g e n e r a l  c o n s u m p t i o n

d) E q u i p m e n t :

1) Kodak f i l m  c a b i n e t $ 1 , 0 2 5
2) Kodak f i l m  c a r r o u s e l 225
3) Wang VS - 1 0 0  I 0 P  ( 2 ) 7 , 2 0 0
4) Wang VS - 1 0 0  Memory ( 6  MB) 3 2 , 4 0 0
5) Wang V S - 1 0 0  d i s k  d r i v e  ( 6 2 8  MB) 2 7 , 0 0 0
6) Wang D i s k  P a c k s  ( 8 ) 4 , 8 0 0
7) IBM C o n t r o l  U n i t 8 , 0 0 0
8) A d d i t i o n a l  s y s t e m s  f u r n i t u r e 7 2 , 8 2 7
9) O p e r a t i o n a l  s e a t i n g 4 , 7 5 0
10) F i l e  c a b i n e t s ,  c a l c u l a t o r s ,  e t c . 5 . 0 0 0

TOTAL E q u i p m e n t  

TOTAL EXPENDITURES

3 .  F u n d i n g  -  G e n e r a l  f u n d s

4 .  S e c t i o n  C o s t  A n a l y s i s  -  N/A

C o m p u t a t i o n s  -  N/A
Ec o n o mi c  I m p a c t  -  N/A
I m p a c t  on L o c a l  G o v e r n m e n t  -  N/A

$ 5 . 5

$402.9

$ 1 6 3 . 2

$1.110.6
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FY89

1. Positions:

1 PFT A n a l y s t / P r o g r a m m e r  V,  R 2 1 , 
0  $ 4 , 856 / Mo i n c l u d i n g  s a l a r y  and  
b e n e f i t s  f o r  12 m o n t h s

Data Processing:

= $58,272

2 PFT A n a l y s t / P r o g r a m m e r  I V ,  R19 ,
0  $ 4 , 2 8 1 / H o  e a c h  i n c l u d i n g  s a l a r y
a n d  b e n e f i t s  f o r  12 m o n t h s  = 1 0 2 , 7 4 4

2 PFT A n a l y s t / P r o g r a m m e r  I I I ,  R17 ,
0  $ 3 , 730 / Mo e a c h  i n c l u d i n g  s a l a r y
a n d  b e n e f i t s  f o r  12 m o n t h s  = 8 9 , 5 2 0

The  a b o v e  a n a l y s t  p r o g r a m m e r  t e a m  w i l l  d e s i g n ,  p r o g r a m ,  a n d  m a i n t a i n  t h e  t wo 
m a j o r  s y s t e m s  m e n t i o n e d  a b o v e ,  i n c l u d i n g  a l l  s u b s y s t e m s  a n d  i n t e r f a c e s  w i t h  
t h e  e x i s t i n g  R e v e n u e  s y s t e m s  a n d  t h e  A l a s k a  S t a t e  A c c o u n t i n g  S y s t e m .

T h e s e  s y s t e m s  w i l l  p r o v i d e  f o r  a mi n i mum o f  t h e  f o l l o w i n g :

A l a s k a  I n d i v i d u a l  I n c o me  Tax  W i t h h o l d i n g  S y s t e m

* O n l i n e  s y s t e m  c o m p a r a b l e  t o  t h e  f e d e r a l  s y s t e m  w i t h  m o n t h l y  d e p o s i t s ,  
q u a r t e r l y  r e t u r n s ,  a n d  an  a n n u a l  r e c o n c i l i a t i o n .

* - D i r e c t  d e p o s i t  s y s t e m  a t  a " l o c k - b o x "  b a n k  by  e m p l o y e r s .

* A u t o m a t i c  g e n e r a t i o n  o f :
q u a r t e r l y  p a c k e t s  o f :
* m o n t h l y  d e p o s i t  c o u p o n s
* q u a r t e r l y  t a x  r e t u r n s
n o t i c e s  o f  t a x  d e f i c i e n c i e s ,  p e n a l t y  a n d  i n t e r e s t  
s t a n d a r d  c o r r e s p o n d e n c e  
m a n a g e m e n t  r e p o r t i n g  d a t a .

* I n t e r f a c e  w i t h  a c c o u n t s  r e c e i v a b l e  s y s t e m  a n d  A l a s k a  I n d i v i d u a l  
I n c o me  Tax  R e t u r n  P r o c e s s i n g  S y s t e m .

A l a s k a  I n d i v i d u a l  I n c o me  Tax  R e t u r n  P r o c e s s i n g  S y s t e m

d o c u m e n t  l o c a t o r  n u mb e r  s y s t e m  
r e t u r n  d a t a  c a p t u r e  
o n l i n e  s y s t e m s

a c c e s s / i n q u i r y
a d d r e s s  c h a n g e s
s t a t u s  c h a n g e  s y s t e m
g e n e r a t i o n  o f  o u t  c a r d - ;
u s e  o f  m i c r o f i l m  v s  h a r d  c o p y  f o r  r e v i e w
a u t o m a t e d  c a l c u l a t i o n  c h e c k s
g e n e r a t i o n  o f  r e d u c e d  r e f u n d  n o t i c e s  w i t h  a p p e a l  r i g h t s  
g e n e r a t i o n  o f  a u t o m a t e d  b i l l i n g s  f o r  d e f i c i e n c i e s ,  p e n a l t y  and  

I n t e r e s t  w i t h  a p p e a l  r i g h t s
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* i n t e r f a c e  w i t h  a c c o u n t s  r e c e i v a b l e  s y s t e m  ( A/ R)
* I n t e r f a c e  w i t h  AIITWHS t o  v e r i f y  c l a i m e d  w i t h h o l d i n g
* h i s t o r y  f i l e
* p o s s i b i l i t y  o f  m u l t i - y e a r  f i l e  f o r  e a s y  a c c e s s  t o  i n f o r m a t i o n  on

p r i o r  y e a r  a c t i v i t y ,  e t c .
* c h e c k  w r i t i n g  f o r  r e f u n d s
* ma n a g e m e n t  r e p o r t i n g  d a t a

B. Documen t  P r o c e s s i n g :

1 .  Ma i l  r oom

1 PFT C l e r k  IV,  R9,  @ $ 2 , 343 / Mo
I n c l u d i n g  s a l a r y  a n d  b e n e f i t s  f o r
12 m o n t h s  = $ 2 8 , 1 1 6

1 PFT C l e r k  I I ,  R7,  @ $ 2 , 118 / Mo
i n c l u d i n g  s a l a r y  a nd  b e n e f i t s
f o r  6 m o n t h s  = 1 2 , 7 0 8

T h e s e  p o s i t i o n s  w i l l  a u g m e n t  t h e  e x i s t i n g  m a i l r o o m  s t a f f  t o  p e r f o r m  t h e  t a s k  
o f  h a n d l i n g ,  o p e n i n g ,  s o r t i n g ,  a n d  d i s t r i b u t i n g  a n  a d d i t i o n a l :

* a p p r o x i m a t e l y  2 7 5 , 0 0 0  I n d i v i d u a l  I n c o me  t a x  r e t u r n s  f i l e d  p e r  y e a r .
* a p p r o x i m a t e l y  7 0 , 0 0 0  p i e c e s  o f  m a i l  d u e  t o  t h e  I n d i v i d u a l  I n c o me  Ta x

W i t h h o l d i n g  S y s t e m .
4 p o s t i n g ,  h a n d l i n g  and  s o r t i n g  o f  a d d i t i o n a l  o u t g o i n g  m a i l  a s  f o l l o w s :  

a p p r o x i m a t e l y  7 , 0 0 0  m i s s i n g  i n f o r m a t i o n  l e t t e r s ,  b i l l i n g  
n o t i c e s ,  e t c .

2 .  V a l i d a t i o n

1 PFT Da t a  P r o c e s s i n g  C l e r k  I ,
R 8 , @ $ 2 , 222 / Mo i n c l u d i n g
s a l a r y  a nd  b e n e f i t s  f o r  6 m o n t h s  = $ 1 3 , 3 3 2

T h i s  p o s i t i o n  w i l l  m a n u a l l y  v a l i d a t e  a l l  t h e  A l a s k a  W i t h h o l d i n g  and  I n d i v i d u a l  
I n c o me  Tax R e t u r n s  a c c o m p a n i e d  w i t h  a p a y m e n t .

* s e p a r a t e  c h e c k s  a n d  r e t u r n s
* v a l i d a t e  c h e c k s  a n d  r e t u r n s
* f o r w a r d  c h e c k s  t o  T r e a s u r y
* f o r w a r d  r e t u r n s  t o  m i c r o f i l m i n g

3 .  Manua l  R e v i e w

1 PFT Tax E x a m i n e r  I I I ,  R14,  @
$ 3 , 124 / Mo i n c l u d i n g  s a l a r y  a n d
b e n e f i t s  f o r  12 m o n t h s  = $ 3 7 , 4 8 8
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2 PFT Do c u me n t  P r o c e s s o r  I ,  R 7 f @
$ 2 , 1 1 8/Mo e a c h  i n c l u d i n g  s a l a r y  a n d  
b e n e f i t s  f o r  12 m o n t h s  =• 5 0 , 8 3 2

4 PFT Doc ume n t  P r o c e s s o r  I ,  R7 ,  0
$ 2 , 118 / Mo e a c h  I n c l u d i n g  s a l a r y
a n d  b e n e f i t s  f o r  6 m o n t h s  -  5 0 , 8 3 2

20  TEMP Doc ume n t  P r o c e s s o r  I ,  R7,  @
$ 1 , 5 6 9 / H o  e a c h  i n c l u d i n g  s a l a r y  a nd  
b e n e f i t s  f o r  6 m o n t h s  -  1 8 8 , 2 8 0

T h e s e  p o s i t i o n s  w i l l  m a n u a l l y  r e v i e w  a l l  W i t h h o l d i n g  a n d  I n d i v i d u a l  I nc ome  Ta x  
r e t u r n s  f i l e d  b a s e d  on  a p r e d e t e r m i n e d  c r i t e r i o n .

* i d e n t i f y  i n c o m p l e t e  r e t u r n s
* s e n d  o u t  a u t o m a t i c a l l y  g e n e r a t e d  m i s s i n g  i n f o r m a t i o n  l e t t e r s
* i d e n t i f y  r e t u r n s  f o r  d e s k  e x a m i n a t i o n

4 .  M i c r o f i l m i n g

1 PFT Do c u me n t  P r o c e s s o r  I ,  R7 @
$ 2 , 1 1 8 / H o  I n c l u d i n g  s a l a r y  a n d
b e n e f i t s  f o r  6 m o n t h s  = $ 1 2 , 7 0 8

T h i s  p o s i t i o n  w i l l  a u g m e n t  t h e  e x i s t i n g  m i c r o f i l m  s t a f f  t o  m i c r o f i l m ,  a s s i g n  
d o c u m e n t  l o c a t o r  n u m b e r s ,  a n d  d a t e  s t a m p  100% o f  W i t h h o l d i n g  a n d  I n d i v i d u a l  
I n c o me  Tax r e t u r n s  f i l e d .

5 .  D a t a  C a p t u r e

1 PFT D a t a  P r o c e s s i n g  C l e r k  I I I ,  R l l
0  $ 2 , 613 / Mo i n c l u d i n g  s a l a r y  a n d
b e n e f i t s  f o r  6 m o n t h s  -  $ 1 5 , 6 7 8

2 PFT D a t a  P r o c e s s i n g  C l e r k  I ,  R8,
0  $ 2 , 222 / Mo e a c h  i n c l u d i n g  s a l a r y
a n d  b e n e f i t s  f o r  12 m o n t h s  =■ 5 3 , 3 2 8

1 PFT D a t a  P r o c e s s i n g  C l e r k  I ,  R8
0 $ 2 , 222 / Mo  i n c l u d i n g  s a l a r y  a n d  
b e n e f i t s  f o r  6 m o n t h s  =■ 1 3 , 3 3 2

7 TEMP D a t a  P r o c e s s i n g  C l e r k  I ,
R8 0  $ 1 , 657 / Mo e a c h  i n c l u d i n g
s a l a r y  a n d  b e n e f i t s  f o r  6 m o n t h s  = 6 9 , 5 9 4

T h e s e  p o s i t i o n s  w i l l  a u g m e n t  t h e  e x i s t i n g  D a t a  C a p t u r i n g  s t a f f  t o  d a t a  c a p t u r e  
and  v e r i f y  c a p t u r e d  d a t a  o f  100% o f  W i t h h o l d i n g  a nd  I n d i v i d u a l  I n c o me  Tax 
r e t u r n s  f i l e d .

C.  G e n e r a l  D e p a r t m e n t a l  S u p p o r t  S e r v i c e s

1 PFT C h i e f ,  I n c o me  Tax  O p e r a t i o n s ,
R23,  0  $ 5 , 558 / Mo I n c l u d i n g  s a l a r y
a n d  b e n e f i t s  f o r  12 m o n t h s  = $ 6 6 , 6 9 6

- 1 0 -



1 PFT P e r s o n n e l  A s s i s t a n t  I I ,  R14,
0  $ 3 , 115 / Mo I n c l u d i n g  s a l a r y  a n d  
b e n e f i t s  f o r  12 m o n t h s  = 3 7 , 3 8 0

1 PFT P e r s o n n e l  A s s i s t a n t  I ,  R12 ,
0  $ 2 , 773 / Mo I n c l u d i n g  s a l a r y  a n d  
b e n e f i t s  f o r  12 m o n t h s  = 3 3 , 2 7 0

2 PFT A c c o u n t i n g  C l e r k  I I I ,  RIO,
0  $ 2 , 468 / Mo e a c h  I n c l u d i n g  s a l a r y
a n d  b e n e f i t s  f o r  12 m o n t h s  =• 5 9 , 2 3 2

1 PFT C l e r k  T y p i s t  I I I ,  R8,  0  
$ 2 , 222 / Mo I n c l u d i n g  s a l a r y  and
b e n e f i t s  f o r  12 m o n t h s  =• 2 6 , 6 6 4

1 PFT P u b l i c a t i o n s  S p e c i a l i s t  I ,
R13 ,  0  $ 2 , 915 / Mo I n c l u d i n g  s a l a r y
a n d  b e n e f i t s  f o r  12 m o n t h s  = 3 4 , 9 8 0

1 PFT S u p p l y  O f f i c e r  I I ,  R16,
0  $ 3 , 515 / Mo I n c l u d i n g  s a l a r y  a n d  
b e n e f i t s  f o r  12 m o n t h s  =■ 4 2 , 1 8 0

T h e s e  p o s i t i o n s  w i l l  a u g m e n t  t h e  e x i s t i n g  g e n e r a l  a d m i n i s t r a t i o n  s u p p o r t  s t a f f  
f o r  t h e  a d d i t i o n a l  p r o g r a m s  a n d  r e l a t e d  1 0 0 *  new e m p l o y e e s .

* P e r s o n n e l :
c l a s s i f i c a t i o n  o f  p o s t i o n s  and  r e s p o n d  t o  r e c l a s s i f i c a t i o n  
r e q u e s t s
m a i n t a i n  p a y r o l l  a n d  l e a v e  r e c o r d s
p r o c e s s  r e g i s t e r s ,  a n d  a r r a n g e  I n t e r v i e w s
h a n d l e  g r i e v a n c e s ,  i n f o r m a t i o n  r e q u e s t s ,  t y p i n g  t e s t s ,  e t c .

* F i s c a l :
I n c r e a s e  1n t r a v e l  r e q u e s t s
g e n e r a l  d i s t r i b u t i o n s
h a n d l i n g  I n c r e a s e  1n c a n c e l l e d  w a r r a n t s

* S u p p l y  a n d  p u r c h a s i n g :
I n c r e a s e  1n s u p p l y  o r d e r s  f o r  p a p e r  I n t e n s i v e  o r g a n i z a t i o n  
P u r c h a s e s  I n c r e a s e :
* g e n e r a l  e q u i p m e n t
* c o m p u t e r  t e r m i n a l s ,  p r i n t e r s
* m a i n t e n a n c e  c o n t r a c t s
* g e n e r a l  o f f i c e  s u p p l i e s
P r o p e r t y  C o n t r o l  ( t e r m i n a l s ,  f u r n i t u r e ,  c a l c u l a t o r s ,  e t c .  w i l l  
I n c r e a s e .

* Forms  m a n a g e m e n t :
p r e p a r a t i o n  o f  I n d i v i d u a l  I n c o me  Tax b o o k l e t  e a c h  y e a r  
( c o n s i d e r a b l y  m o r e  c o m p l e x  t h a n  PFD b o o k l e t )



p r e p a r a t i o n  o f  e m p l o y m e n t  w i t h h o l d i n g  f o r m s  
m i s c e l l a n e o u s  s u p p o r t  f o r m s :
* m i s s i n g  i n f o r m a t i o n  l e t t e r
* d e n i a l  f o r ms
* c h e c k  s t o c k  ( r e f u n d s )

G e n e r a l :
g e n e r a l  s u p e r v i s i o n  a n d  m a n a g e m e n t  o f  m a j o r  a d d i t i o n a l  l i n e  
p r o g r a m  i n  d i v i s i o n ,  i n  a d d i t i o n  t o :
* p e r m a n e n t  f u n d  d i v i d e n d  p r o g r a m
* s h a r e d  t a x e s
* a d m i n i s t r a t i v e  s e r v i c e s  t o  t h e  d e p a r t m e n t

TOTAL PERSONAL SERVICES 

O t h e r  E x p e n d i t u r e s :

a )  T r a v e l :

t r a i n i n g ,  I n c r e a s e d  EEO t r a v e l ,  d a t a  
p r o c e s s i n g  c o o r d i n a t i o n

b)  C o n t r a c t u a l :

$1,097.1

$8.0

1 .  11 Wang 4 2 5 0  w o r k s t a t i o n s
2 .  11 Wang e m u l a t o r  b o a r d s
3 .  9 Wang 4 2 3 0  w o r k s t a t i o n s
4 .  1 Wang DWS 55 p r i n t e r
5 .  P r i n t i n g  -  t a x  b o o k l e t s ,  "L" 

l e t t e r s ,  W/H f o r m s ,  c h e c k  s t o c k ,  
e n v e l o p e s ,  e t c .

6 .  P o s t a g e  -  b o o k l e t s ,  l e t t e r s ,
W/H f o r m s ,  e t c .

7 .  2 Kodak M i c r o f l l m e r s  w i t h  
m a i n t e n a n c e

8 .  2 Kodak R e a d e r / P r i n t e r s
9 .  IBM C o p i e r  w i t h  m a i n t e n a n c e
1 0 .  20  p h o n e s ,  c e n t r e x  c o s t s ,  l o c a l  

a n d  l o n g  d i s t a n c e
1 1 .  R i s k  m a n a g e m e n t
1 2 .  P i t n e y  Bowes 65 0 0  S y s t e m  w i t h  

m a i n t e n a n c e
1 3 .  C h a r g e b a c k  f o r  c o m p u t e r  t i m e  

f r o m  DOA
1 4 .  Wang D i s k  Pack  c l e a n i n g
1 5 .  IBM C o n t r o l  U n i t  m a i n t e n a n c e
1 6 .  Wang VS- 1 0 0  I . 0 . P  m a i n t e n a n c e
1 7 .  Wang VS- 1 0 0  Memory m a i n t e n a n c e
1 8 .  Wang VS- 1 0 0  D i s k  D r i v e  m a i n t e n a n c e
1 9 .  Wang/ IBM r e m o t e  a c c e s s  m a i n t e n a n c e
2 0 .  Wang/ IBM d e v e l o p m e n t  p a c k a g e  

(NCTR0N-CAP) w i t h  m a i n t e n a n c e

$66,792
8,855

48,600
3,636

202,000

95,475

30,336
13,704
10,308

26,960
600

7,284

286,000
700
600
360
720

2,256
240

15,000

- 1 2 -



2 1 .  2 B o r r o u g h s  CP 301 w i t h
m a i n t e n a n c e  3 , 0 0 0

2 2 .  DOR's a d d i t i o n a l  o f f i c e  s p a c e  
r e q u i r e m e n t s  2 0 4 . 7 0 8

TOTAL CONTRACTUAL

c )  S u p p l 1e s :

C o m p u t e r ,  m i c r o f i l m ,  d u p l i c a t i n g ,  
g e n e r a l  c o n s u m p t i o n

d )  E q u i p m e n t :

1 .  Kodak f i l m  c a r r o u s e l  $ 225
2 .  A d d i t i o n a l  s y s t e m s  f u r n i t u r e  1 3 7 , 9 8 8
3 .  O p e r a t i o n a l  s e a t i n g  9 , 0 0 0
4 .  F i l e  c a b i n e t s ,  c a l c u l a t o r s ,  e t c .  1 1 . 0 0 0

TOTAL E q u i p m e n t  

TOTAL EXPENDITURES

3 .  F u n d i n g  -  G e n e r a l  f u n d s

4 .  S e c t i o n  C o s t  A n a l y s i s  -  N/A 

C o m p u t a t i o n s  -  N/A

E c o n o mi c  I m p a c t  -  N/A

I m p a c t  on L o c a l  G o v e r n m e n t  -  N/A

$ 1 8 . 0

$1,028.1

$ 1 5 8 . 2

$ 2 . 3 0 9 . 4



FY90 -  FY92 

1 .  Pos  1 t i o n s :

1 PFT A n a l y s t / P r o g r a m m e r  V,  R 2 1 ,
@ $ 4 , 856 / Mo i n c l u d i n g  s a l a r y  a n d  
b e n e f i t s  f o r  12 m o n t h s  = $ 5 8 , 2 7 2

2 PFT A n a l y s t / P r o g r a m m e r  I V,  R19 ,
@ $ 4 , 281 / Mo  e a c h  I n c l u d i n g  s a l a r y
a n d  b e n e f i t s  f o r  12 m o n t h s  =• 1 0 2 , 7 4 4

1 PFT A n a l y s t / P r o g r a m m e r  I I I ,  R17 ,
@ $ 3 , 7 3 0 / Mo  e a c h  i n c l u d i n g  s a l a r y
a n d  b e n e f i t s  f o r  12 m o n t h s  = 4 4 , 7 6 0

The  a b o v e  a n a l y s t  p r o g r a m m e r  t e a m  w i l l  d e s i g n ,  p r o g r a m ,  a n d  m a i n t a i n  t h e  t wo  
m a j o r  s y s t e m s  m e n t i o n e d  a b o v e ,  i n c l u d i n g  a l l  s u b s y s t e m s  a n d  i n t e r f a c e s  w i t h  
t h e  e x i s t i n g  R e v e n u e  s y s t e m s  a n d  t h e  A l a s k a  S t a t e  A c c o u n t i n g  S y s t e m .

T h e s e  s y s t e m s  w i l l  p r o v i d e  f o r  a mi n i mum o f  t h e  f o l l o w i n g :

A l a s k a  I n d i v i d u a l  I n c o me  Tax W i t h h o l d i n g  S y s t e m

* O n l i n e  s y s t e m  c o m p a r a b l e  t o  t h e  f e d e r a l  s y s t e m  w i t h  m o n t h l y  d e p o s i t s ,  
q u a r t e r l y  r e t u r n s ,  and  an  a n n u a l  r e c o n c i l i a t i o n .

* D i r e c t  d e p o s i t  s y s t e m  a t  a " l o c k - b o x "  b a n k  by e m p l o y e r s .

* A u t o m a t i c  g e n e r a t i o n  o f :
q u a r t e r l y  p a c k e t s  o f :
* m o n t h l y  d e p o s i t  c o u p o n s
* q u a r t e r l y  t a x  r e t u r n s
n o t i c e s  o f  t a x  d e f i c i e n c i e s ,  p e n a l t y  a n d  i n t e r e s t  
s t a n d a r d  c o r r e s p o n d e n c e  
m a n a g e m e n t  r e p o r t i n g  d a t a .

* I n t e r f a c e  w i t h  a c c o u n t s  r e c e i v a b l e  s y s t e m  a n d  A l a s k a  I n d i v i d u a l
I n c o m e  Tax R e t u r n  P r o c e s s i n g  S y s t e m .

A l a s k a  I n d i v i d u a l  I n c o me  Tax R e t u r n  P r o c e s s i n g  S y s t e m

* d o c u m e n t  l o c a t o r  n u mb e r  s y s t e m
* r e t u r n  d a t a  c a p t u r e
* o n l i n e  s y s t e m s

a c c e s s / i n q u i r y
a d d r e s s  c h a n g e s
s t a t u s  c h a n g e  s y s t e m
g e n e r a t i o n  o f  o u t  c a r d s
u s e  o f  m i c r o f i l m  vs  h a r d  c o p y  f o r  r e v i e w
a u t o m a t e d  c a l c u l a t i o n  c h e c k s
g e n e r a t i o n  o f  r e d u c e d  r e f u n d  n o t i c e s  w i t h  a p p e a l  r i g h t s
g e n e r a t i o n  o f  a u t o m a t e d  b i l l i n g s  f o r  d e f i c i e n c i e s ,  p e n a l t y  and

i n t e r e s t  w i t h  a p p e a l  r i g h t s  .

A. Data Processing:

- 1 4 -



* I n t e r f a c e  w i t h  a c c o u n t s  r e c e i v a b l e  s y s t e m  (A/ K)
* I n t e r f a c e  w i t h  AIITWHS t o  v e r i f y  c l a i m e d  w i t h h o l d i n g
* h i s t o r y  f i l e
* p o s s i b i l i t y  o f  m u l t i - y e a r  f i l e  f o r  e a s y  a c c e s s  t o  I n f o r m a t i o n  on 

p r i o r  y e a r  a c t i v i t y ,  e t c .
* c h e c k  w r i t i n g  f o r  r e f u n d s
* m a n a g e m e n t  r e p o r t i n g  d a t a

B. Doc ume n t  P r o c e s s i n g :

1 .  Ha 11 ro o m

1 PFT C l e r k  IV,  R9,  @ $ 2 , 343 / Mo 
I n c l u d i n g  s a l a r y  and  b e n e f i t s  f o r  
12 m o n t h s

1 PFT C l e r k  I I ,  R7,  @ $ 2 , 11 8 / Mo  
I n c l u d i n g  s a l a r y  a nd  b e n e f i t s  
f o r  12 m o n t h s

T h e s e  p o s i t i o n s  w i l l  a u g m e n t  t h e  e x i s t i n g  m a i l r o o m  s t a f f  t o  p e r f o r m  t h e  t a s k  
o f  h a n d l i n g ,  o p e n i n g ,  s o r t i n g ,  a n d  d i s t r i b u t i n g  a n  a d d i t i o n a l :

* a p p r o x i m a t e l y  2 7 5 , 0 0 0  I n d i v i d u a l  I n c o me  t a x  r e t u r n s  f i l e d  p e r  y e a r .
* a p p r o x i m a t e l y  7 0 , 0 0 0  p i e c e s  o f  m a l l  d u e  t o  t h e  I n d i v i d u a l  I nc ome  Tax

W i t h h o l d i n g  S y s t e m .
* p o s t i n g ,  h a n d l i n g  and  s o r t i n g  o f  a d d i t i o n a l  o u t g o i n g  m a l l  a s  f o l l o w s :

a p p r o x i m a t e l y  7 , 0 0 0  m i s s i n g  I n f o r m a t i o n  l e t t e r s ,  b i l l i n g  
n o t i c e s ,  e t c .

2 .  V a l i d a t i o n

1 PFT D a t a  P r o c e s s i n g  C l e r k  I ,
@ $ 2 , 222 / Mo I n c l u d i n g  s a l a r y
a n d  b e n e f i t s  f o r  12 m o n t h s  = $ 2 6 , 6 6 4

T h i s  p o s i t i o n  w i l l  m a n u a l l y  v a l i d a t e  a l l  t h e  A l a s k a  W i t h h o l d i n g  and  I n d i v i d u a l  
I n c o me  Tax R e t u r n s  a c c o m p a n i e d  w i t h  a p a y m e n t .

* s e p a r a t e  c h e c k s  a n d  r e t u r n s
* v a l i d a t e  c h e c k s  a n d  r e t u r n s
* f o r w a r d  c h e c k s  t o  T r e a s u r y
* f o r w a r d  r e t u r n s  t o  m i c r o f i l m i n g

3 .  Ma nua l  Re v i e w

1 PFT Tax  F x a m l n e r  I I I ,  R14,  @
$ 3 , 124 / Mo i n c l u d i n g  s a l a r y  a n d
b e n e f i t s  f o r  12 m o n t h s  = $ 3 7 , 4 8 8

$ 2 8 , 1 1 6

2 5 , 4 1 6



.  < .
✓ *\.

6 PFT Do c u me n t  P r o c e s s o r  I .  R7,  0  
$ 2 , 1 1 8 / H o  e a c h  I n c l u d i n g  s a l a r y  and  
b e n e f i t s  f o r  12 m o n t h s  =• 1 5 2 , 4 9 6

20 TEMP Doc ume n t  P r o c e s s o r  I ,  R7,  0  
$ 1 , 569 / Mo e a c h  i n c l u d i n g  s a l a r y  a n d  
b e n e f i t s  f o r  6 m o n t h s  =• 1 8 8 , 2 8 0

T h e s e  p o s i t i o n s  w i l l  m a n u a l l y  r e v i e w  a l l  W i t h h o l d i n g  a n d  I n d i v i d u a l  I n c o me  Tax 
r e t u r n s  f i l e d  b a s e d  on a p r e d e t e r m i n e d  c r i t e r i o n .

* i d e n t i f y  i n c o m p l e t e  r e t u r n s
* s e n d  o u t  a u t o m a t i c a l l y  g e n e r a t e d  m i s s i n g  i n f o r m a t i o n  l e t t e r s
* i d e n t i f y  r e t u r n s  f o r  d e s k  e x a m i n a t i o n

4 .  M i c r o f i l m i n g

1 PFT Do c u me n t  P r o c e s s o r  I ,  R7 @
$ 2 , 118 / Mo i n c l u d i n g  s a l a r y  a n d
b e n e f i t s  f o r  12 m o n t h s  = $ 2 5 , 4 1 6

T h i s  p o s i t i o n  w i l l  a u g m e n t  t h e  e x i s t i n g  m i c r o f i l m  s t a f f  t o  m i c r o f i l m ,  a s s i g n  
d o c u m e n t  l o c a t o r  n u m b e r s ,  a n d  d a t e  s t a m p  100% o f  W i t h h o l d i n g  a n d  I n d i v i d u a l  
I n c o me  Tax r e t u r n s  f i l e d .

5 .  D a t a  C a p t u r e

1 PFT D a t a  P r o c e s s i n g  C l e r k  I I I ,  R l l
0  $ 2 , 613 / Mo i n c l u d i n g  s a l a r y  uitd 
b e n e f i t s  f o r  12 m o n t h s  = $ 3 1 , 3 5 6

3 PFT D a t a  P r o c e s s i n g  C l e r k  I ,  R8,
0  $ 2 , 222 / Mo  e a c h  i n c l u d i n g  s a l a r y
a n d  b e n e f i t s  f o r  12 m o n t h s  = 7 9 , 9 9 2

7 TEMP D a t a  P r o c e s s i n g  C l e r k  I ,
R8 0  $ 1 , 657 / Mo e a c h  i n c l u d i n g
s a l a r y  a n d  b e n e f i t s  f o r  6 m o n t h s  = 6 9 , 5 9 4

T h e s e  p o s i t i o n s  w i l l  a u g m e n t  t h e  e x i s t i n g  D a t a  C a p t u r i n g  s t a f f  t o  d a t a  c a p t u r e  
and  v e r i f y  c a p t u r e d  d a t a  o f  100% o f  W i t h h o l d i n g  a n d  I n d i v i d u a l  I n c o me  Tax 
r e t u r n s  f i l e d .

C.  G e n e r a l  D e p a r t m e n t a l  S u p p o r t  S e r v i c e s

1 PFT C h i e f ,  I n c o me  Tax O p e r a t i o n s ,
R23 ,  0  $ 5 , 558/ Mo i n c l u d i n g  s a l a r y
a n d  b e n e f i t s  f o r  12 m o n t h s  = $ 6 6 , 6 9 6

1 PFT P e r s o n n e l  A s s i s t a n t  I I ,  R14,
0  $ 3 , 115 / Mo i n c l u d i n g  s a l a r y  a nd  
b e n e f i t s  f o r  12 m o n t h s  =• 3 7 , 3 8 0

1 PFT P e r s o n n e l  A s s i s t a n t  I ,  R12 ,
0  $ 2 , 7 7 3 / Mo  i n c l u d i n g  s a l a r y  a n d

b e n e f i t s  f o r  12 m o n t h s  =■ 3 3 , 2 7 0

t
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2 PFT A c c o u n t i n g  C l e r k  I I I ,  RIO,
0  $ 2 , 468 / Mo e a c h  I n c l u d i n g  s a l a r y
a nd  b e n e f i t s  f o r  12 m o n t h s  =r 5 9 , 2 3 2

1 PFT C l e r k  T y p i s t  I I I ,  R8,  0  
$ 2 , 222 / Mo I n c l u d i n g  s a l a r y  a n d
b e n e f i t s  f o r  12 m o n t h s  = 2 6 , 6 6 4

1 PFT P u b l i c a t i o n s  S p e c i a l i s t  I ,
R13 ,  0  $ 2 , 915 / Mo I n c l u d i n g  s a l a r y
a n d  b e n e f i t s  f o r  12 m o n t h s  = 3 4 , 9 8 0

1 PFT S u p p l y  O f f i c e r  I I ,  R16,
0  $ 3 , 515 / Mo I n c l u d i n g  s a l a r y  a n d  
b e n e f i t s  f o r  12 m o n t h s  = 4 2 , 1 8 0

T h e s e  p o s i t i o n s  w i l l  a u g m e n t  t h e  e x i s t i n g  g e n e r a l  a d m i n i s t r a t i o n  s u p p o r t  s t a f f  
f o r  t h e  a d d i t i o n a l  p r o g r a m s  and  r e l a t e d  1 00+  new e m p l o y e e s .

* P e r s o n n e l :
c l a s s i f i c a t i o n  o f  p o s t i o n s  a n d  r e s p o n d  t o  r e c l a s s i f i c a t i o n  
r e q u e s t s
m a i n t a i n  p a y r o l l  a n d  l e a v e  r e c o r d s
p r o c e s s  r e g i s t e r s ,  a n d  a r r a n g e  i n t e r v i e w s
h a n d l e  g r i e v a n c e s ,  i n f o r m a t i o n  r e q u e s t s ,  t y p i n g  t e s t s ,  e t c .

* F i s c a l :
i n c r e a s e  1n t r a v e l  r e q u e s t s
g e n e r a l  d i s t r i b u t i o n s
h a n d l i n g  i n c r e a s e  i n  c a n c e l l e d  w a r r a n t s

* S u p p l y  a n d  p u r c h a s i n g :
i n c r e a s e  i n  s u p p l y  o r d e r s  f o r  p a p e r  i n t e n s i v e  o r g a n i z a t i o n  
P u r c h a s e s  I n c r e a s e :
* g e n e r a l  e q u i p m e n t
* c o m p u t e r  t e r m i n a l s ,  p r i n t e r s
* m a i n t e n a n c e  c o n t r a c t s
* g e n e r a l  o f f i c e  s u p p l i e s
P r o p e r t y  C o n t r o l  ( t e r m i n a l s ,  f u r n i t u r e ,  c a l c u l a t o r s ,  e t c .  w i l l  
I n c r e a s e .

* Forms  m a n a g e m e n t :
p r e p a r a t i o n  o f  I n d i v i d u a l  I n c o m e  Tax b o o k l e t  e a c h  y e a r  
( c o n s i d e r a b l y  mo r e  c o m p l e x  t h a n  PFD b o o k l e t )  
p r e p a r a t i o n  o f  e m p l o y m e n t  w i t h h o l d i n g  f o r m s  
m i s c e l l a n e o u s  s u p p o r t  f o r m s :
* m i s s i n g  i n f o r m a t i o n  l e t t e r
* d e n i a l  f o r ms
* c h e c k  s t o c k  ( r e f u n d s )



• V
1

g e n e r a l  s u p e r v i s i o n  a n d  m a n a g e m e n t  o f  m a j o r  a d d i t i o n a l  l i n e  
p r o g r a m  1n d i v i s i o n ,  1n a d d i t i o n  t o :
* p e r m a n e n t  f u n d  d i v i d e n d  p r o g r a m
* s h a r e d  t a x e s
* a d m i n i s t r a t i v e  s e r v i c e s  t o  t h e  d e p a r t m e n t

TOTAL PERSONAL SERVICES $ 1 , 1 7 1

O t h e r  E x p e n d i t u r e s :

a )  T r a v e l :

t r a i n i n g ,  I n c r e a s e d  EEO t r a v e l ,  d a t a
p r o c e s s i n g  c o o r d i n a t i o n  $8

b )  C o n t r a c t u a l : *

1 .  11 Wang 4 2 5 0  w o r k s t a t i o n s  $ 6 6 , 7 9 2
2 .  11 Wang e m u l a t o r  b o a r d s  8 , 8 5 5
3 .  9 Wang 4 2 3 0  w o r k s t a t i o n s  4 8 , 6 0 0
4 .  1 Wang DWS 55 p r i n t e r  3 , 6 3 6
5 .  P r i n t i n g  -  t a x  b o o k l e t s ,  "L" 

l e t t e r s ,  W/H f o r m s ,  c h e c k  s t o c k ,  
e n v e l o p e s ,  e t c .  1 8 6 , 0 0 0

6 .  P o s t a g e  -  b o o k l e t s ,  l e t t e r s ,
W/H f o r m s ,  e t c .  8 0 , 4 7 5

7 .  2 Kodak  H l c r o f U m e r s  w i t h
m a i n t e n a n c e  3 0 , 3 3 6

8 .  2 Kodak  R e a d e r / P r i n t e r s  1 3 , 7 0 4
9 .  IBM C o p i e r  w i t h  m a i n t e n a n c e  1 0 , 3 0 8
1 0 .  20 p h o n e s ,  c e n t r e x  c o s t s ,  l o c a l

a n d  l o n g  d i s t a n c e  2 6 , 9 6 0
1 1 .  R i s k  m a n a g e m e n t  600
1 2 .  P i t n e y  Bowes 6 5 0 0  s y s t e m  w i t h  

m a i n t e n a n c e  7 , 2 8 4
1 3 .  C h a r g e b a c k  f o r  c o m p u t e r  t i m e

f r o m  DOA 3 5 7 , 5 0 0
1 4 .  Wang D i s k  P a c k  c l e a n i n g  700
1 5 .  IBM C o n t r o l  U n i t  m a i n t e n a n c e  600
1 6 .  Wang VS - 1 0 0  I . O . P  m a i n t e n a n c e  360
1 7 .  Wang VS- 1 0 0  Memory m a i n t e n a n c e  720
1 8 .  Wang VS - 1 0 0  Di s k  D r i v e  m a i n t e n a n c e  2 , 2 5 6
1 9 .  Wang/ IBM d e v e l o p m e n t  p a c k a g e  

(NETR0N-CAP) w i t h  m a i n t e n a n c e  1 5 , 0 0 0
2 0 .  Wang/ IBM r e m o t e  a c c e s s  m a i n t e n a n c e  240
2 1 .  2 B o r r o u g h s  EP 3G1 w i t h

m a i n t e n a n c e  3 , 0 0 0
2 2 .  DOR' s  a d d i t i o n a l  o f f i c e  s p a c e  

r e q u i r e m e n t s  2 0 4 . 7 0 8

* General:

TOTAL C O N T R A C T U A L  $1,068.



c )  S u p p l i e s :

C o m p u t e r ,  m i c r o f i l m ,  d u p l i c a t i n g ,  
g e n e r a l  c o n s u m p t i o n

d )  E q u i p m e n t : No n e .

TOTAL EXPENDITURES

3 .  F u n d i n g  -  G e n e r a l  f u n d s

4 .  S e c t i o n  C o s t  A n a l y s i s  -  N/A 

C o m p u t a t i o n s  -  N/A

E c o n o mi c  I m p a c t  -  N/A

I m p a c t  on L o c a l  G o v e r n m e n t  -  N/A



R E Q U E S T :

B i l l  V e r s i o n : ^- i'j j-'l I j \

________________________  P u b l i s h  D a t e : _________

STATE OF A L A S K A  1987 L E G I S L A T I V E  SESS I O N

FIS CA L  NOT E  r  ' •

R e v i s i o n  D a t e : _____________

T i t l e :  S t a t e  I n c o m e  T a x

A g e n c y  A f f e c t e d :  D e p a r t m e n t  of R e v e n u e  

BRU: T r e a s u r y _____________

S p o n s o r : __

R e q u e s t o r :

C o m p o n e n t s : .

E X P E N D I T U R E S / R E V E N U E S :  ( T h o u s a n d s  of D o l l a r s )

OPERATING
1 FY 87 1 FY 88 1 FY 89 1 FY 90 1 FY 91 1 FY 92
1 1 1 1 1

PERSONAL SERVICES 1 - | 32.8 1 46.4 | 46.4 | 46.4 | 46.4
TRAVEL 1 - 1 - 1 1 - 1 i -
CONTRACTUAL 1 - | 44.6 | 89.1 | 89.1 | 89*. 1 | 89.1
SUPPLIES 1 - 1 - ! 1 - 1 - 1 -
EQUIPMENT 1 - 1 - ! 1 - 1 - 1 -
LANDS & STRUCTURES 1 - 1 - 1 1 - 1 - 1 -
GRANTS, CLAIMS 1 - 1 - 1 - 1 - 1 -
MISCELLANEOUS 1 - 1 - | - 1 - 1 - 1 -
TOTAL OPERATING 1 - | 77.4 | 135.5 | 135.5 | 135.5 | 135.5

C A P I T A L

R E V E N U E

F U N D I N G :  ( T h o u s a n d s  of D o l l a r s )

| G E N E R A L  F U N D - ...  1 - | 77.4 | 1 3 5 . 5 | 1 3 5.5 | 1 3 5 . 5 | 1 3 5 . 5

| F E D E R A L  F U N D S 1 - 1 - j - 1 - 1 1 -
| O T H E R 1 - 1 - j 1 - 1 - 1 -
1 T O T A L 1 - | 77.4 | 1 3 5 . 5 | 1 3 5.5 | 1 3 5 . 5 | 1 3 5 . 5

P O S I T I O N S :

| F U L L - T I M E 1 - 1 1 | 1 1 1 1 1 1 1
| P A R T - T I M E 1 - ! 1 1 1 1 1 1 1 1 1
1 T E M P O R A R Y 1 - 1 - | 1 ~ 1 - 1 -

A N A L Y S I S :  s e e  a t t a c h e d  a n a l y s i s .

P r e p a r e d  By: H i l t  B a r k e r M S
D i v i s i o n :  T r e a s u r y

A p p r o v e d  b y  C o m m i s s i o n e r :  

A g e n c y :  D e p a r t m e n t  of R e v e n u e

7D i s t r i b u t i o n  (by p r e p a r e r ) :  

L e g i s l a t i v e  F i n a n c e  

L e g i s l a t i v e  S p o n s o r  

R e q u e s t o r

O f f i c e  of  H a n a g e m e n t  an d  B u d g e t  

I m p a c t e d  A g e n c y ( i e s )

S e n a t e  S e c r e t a r y

r ■■
D a te:

P h one: 4 6 5 - 2 3 5 0

Date: F e b r u a r y  25. 1987
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FISCAL NOTE ANALYSIS

a s s u m p t io n s :
1. Cash Management Section will develop the RFP and the contract tto> 

lockbox the monthly employers' withholding tax deposits. 17,.5flH) 
payments per month.

2. Cash Management Section will perform the depository functions.- ofi: 
the remittances attached to individual tax returns. 100,000 serr

D E P A R T M E N T  OF  R E V E N U E

T R E A S U R Y  D IV I S I O N

year.

3. Cash Management Section will process all 
checks, etc.). 1,500 per year.

returned items (NSF

4. Processing and deposit of penalty and interest payments

5. Cash Management Section will provide the accounting to AKSAS andi 
reconciliation between the bank, AKSAS, and the Department ca 
Revenue's system for the tax payments on a consolidated basis;..

COSTS:

Personal Services FY 1988 FL' LS®3

Accounting Technician I $2,718 X 12 mo 
Accounting Clerk II $2,310 X 6 mo 
Lockbox contract

19.0*
13.8
4^.6

i-q l ®
B3L.B

TOTAL $77.4 $1^3-3

* 7 months in FY 1988

DEVELOPMENT TIME: Completiisam
Dat*e

T e c h n ic a l  A n a l y s i s  o f  the r e q u ir e d  system  

Lockbox C o n tr a c t

In-h ou se  t r a i n i n g  o f  d e p o s i t o r y  p ro ce d u re s  

In -h ou se  t r a n in g  o f  a c c o u n t in g  p ro ce d u re s

4 months 

3 months 

2 weeks 

2 weeks

i w m

12/37/

12/37/

12/37/



RECUEST

STATE OF ALASKA 1987 LEGISLATIVE SESSION 
FISCAL NOTE

E i l l  V e r s i o n :  C i i  C'A 1 <
R e v i s i o n  C a t e : _____________________
Ti  t l e : Inr i i  v i c u a l  I ncome  Tax”

P u b l i s h  D a t e :

Ag e n c y  A f f e c t e d :  R e v e n u e
BRU: C c r r r r . i s s i c n e r ' s  O f f i c e  ( F e s e a r c h )

S p c n s o r : _
P . e c u e s t c r :

L c r p c r . e n t s :

EXPENDITURES/REVEKLES: ( T h o u s a n d s  o f  D o l l a r s )
I FY 87  ! FY 8.6 I FY VS | FY 90 | FY 91 | FY 92
1 I I I I I :OPERATING

1 PERSONAL SERVICES 1...........- 1 547B I ” 5 4 . 6  I £ 4 . 6 1 5 4 . 6  | £ 4 . 6
I TRAVEL 1 1 1 . 5  11 1 . 5  I1 1 . 5 1 1 . 5  |I 1 . 5
1 CONTRACTUAL 1 1 3 9 . 9  I1 2 8 . 6  |1 2 8 . 6 1 2 G. 6  | 2 0 . 6
1 SUPPLIES 1 - 1 . 9  1 . ?  1 . 9 1 . 3  1 . 9
! ECUIPNENT 1 1 6 . 8  1 -  11 1 -  1 -
1 LANDS & STRUCTURES 1 1 -  1 -  1 - 1 -  1 -

GRANTS, CLAIMS 1 - 1 -  1 -  11 1 -  1 -
MISCELLANEOUS 1 1 -  11 -  11 1 -  11

TOTAL OPERATING 1 1 1 C 3 . 7  11 8 5 . 6  |I 8 5 . 6 1 8 5 . 6  I 8 5 . 6

r i m m r T

FUNDING: ( T h o u s a n d s  o f  D o l l a r s )
I 1C-3.7 I 65 7 6  i 8 5 .  c I 6 0  I 8576"GENERAL FUND 

FEDERAL FUNDS 
OTHER 
TOTAL

I
I

POSITIONS:
1 FULL-7 I i ’E 
I PART-TI.VE 
I TEMPORARY

I

ANALYSIS: A t t a c h ,  a s e p a r a t e  p a g e  i f  n e c e s s a r y  

S e e  A t t a c h e d .

P r e p a r e d  By :  D a v i d  T c n k o v i c h
D i v i s i o n :  P e v e r u e / R e s e a r c n

OAT
^ 2 -

z

A p p r o v e d  by C c r m i s s i c n e r :  Hugh r
A g e n c y :  D e o a r t r e r t  c f  R e v e r u e ^ Z ' '

D i s t r i b u t i o n  ( h y  Ag e n c y  p r e p a r i n g  f i s c a l  r c t e ) :  
L e g i s l a t i v e  F i n a n c e  
L e g i s l a t i v e  S p e n s e r  
P e o u e s t o r
O f f i c e  o f  M a n a c c - r e n t  a n d  E u d g e t  
I m p a c t e d  A g e n c y ( » e s )
S e n a t e  S e c r e t a r y

P h e n e :  4 6 5 - 2 1 7 3
D a t e :  " 2 / 2 C / 8 7

D a t e

■page 1 of 3



Continuation of Fiscal Note/Bill Analysis

I n d i v i d u a l  I n c o me  Tax

A s s u m p t i o n s :

T-. T h e  R e s e a r c h  S e c t i o n  w i l l  b e  r e s p o n s i b l e  f o r  e c o n o m i c  and  
s t a t i s t i c a l  r e p o r t s  on  t h e  I n d i v i d u a l  I n c o m e  T a x .

2 .  T h e  R e s e a r c h  S e c t i o n  w i l l  f o r e c a s t  t a x  r e v e n u e s  a n d  r e s p o n d  t o  
r e q u e s t s  f r o m  t h e  G o v e r n o r ' s  O f f i c e ,  t h e  L e g i s l a t u r e  a n d  t h e  
P u b l i c  f o r  c u r r e n t  a n d  h i s t o r i c a l  s t a t i s t i c a l  I n f o r m a t i o n .

3 .  T h e  R e s e a r c h  S e c t i o n  w i l l  p r e p a r e  f i s c a l  n o t e s  on  r e v e n u e  
i m p a c t s  o f  a n y  p r o p o s e d  c h a n g e s  t o  i n c o m e  t a x  l a w .

4 .  A s s u m e s  t h a t  d u t i e s  b e g i n  a t  t h e  s t a r t  o f  FY88.  I t e m s  w i t h ,  a 
a s t e r i s k  ( * )  a r e  c o s t s  f o r  t h e  f i r s t  y e a r  o n l y .

1 .  P o s i  t i o n s

R e s e a r c h
1 PFT E c o n o m i s t  I I ,  R 20  a t  $ 4 , 5 5 0 / m o .  
i n c l u d i n g  s a l a r y  a n d  b e n e f i t s  f o r  
12 m o n t h s

T o t a l  P e r s o n a l  S e r v i c e s  $ 5 4 . 6

The a b o v e  p o s i t i o n  w i l l  do  a l l  a n a l y s i s ,  p r o g r a m  d e v e l o p m e n t  and  
c o o r d i n a t i o n  o f  r e s e a r c h  on t h e  i n d i v i d u a l  I n c o m e  t a x .  T h e s e  d u t i e s  
i n c l u d e  f o r e c a s t i n g  e c o n o m i c  c o n d i t i o n s  a n d  t a x  r e v e n u e s .  O t h e r  d u t i e s  
w i l l  i n c l u d e  d e v e l o p m e n t  a n d  m a i n t e n a n c e  o f  d a t a  b a s e s  t o  s u p p o r t  t h e  
r e s e a r c h  a n d  f o r e c a s t i n g  e f f o r t s ,  t h e  p r e p a r a t i o n  o f  f i s c a l  n o t e s ,  p o l i c y  
a n a l y s e s ,  a n d  c o o r d i n a t i o n  o f  r e s e a r c h  n e e d s  w i t h  t h o s e  o f  t a x  
a d m i n i s t r a t o r s .

T h i s  w o r k  w i l l  p r o v i d e  t h e  f o l l o w i n g  i n f o r m a t i o n :

1 .  I n c o m e  a nd  t a x  i n f o r m a t i o n  by i n c o m e  c l a s s .

2 .  Th e  a b i l i t y  t o  e s t i m a t e  r e v e n u e  i m p a c t s  o f  a n y  s i g n i f i c a n t  
c h a n g e  i n  t a x  s t r u c t u r e  -  r a t e s ,  i n c o m e  c l a s s e s ,  e x e m p t i o n s  a n d  
d e d u c t i o n s .

3 .  I f  z i p  c o d e  i n f o r m a t i o n  i s  a v a i l a b l e  i t  s h o u l d  be  p o s s i b l e  t o  
p r e s e n t  s u c h  d a t a  on a  g e o g r a p h i c  b a s i s .



to*

2 .  O t h e r  E x p e n d i t u r e s

a .  T r a v e l
As s u me  3 t r i p s  1 n - s t a t e  p e r  y e a r  f o r  
c o o r d i n a t i o n ,  p u b l i c  i n f o r m a t i o n ,  t e s t i m o n y

b .  C o n t r a c t u a l
1 .  E c o n o m i c  C o n s u l t i n g  d u r i n g  m o d e l  d e v e l o p m e n t  

15 d a y s  a t  $ 7 5 0 / d a y
2 .  P h o n e ,  c e n t r e x ,  l o c a l  a n d  l o n g  

d i s t a n c e  c h a r g e s
3 .  C h a r g e b a c k  f o r  c o m p u t e r  t i m e  f r o m  OOA

c .  S u p p l i e s
D u p l i c a t i o n ,  g e n e r a l  c o n s u m p t i o n ,  m a i l i n g  
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Fiscal Note Analysis 

Income Tax Draft Bill 

Page 2

1. Regulations will be promulgated requiring monthly or quarterly reporting of 

taxes withheld on wages.

2. Approximately 17,500 withholding reports and 275,000 annual individual income 

tax returns will need processing.

3. Public Services Division will provide individual income tax assistance to both 

businesses and individuals.

4. Public Services Division, in close association with the Audit Division, will 

develop employee training for the division and employer training for the public.

Public Services Operating BRU

Assumptions

Expenditures
100 Personal Services FY 88 FY 89

1- Revenue Office Manager 3,293 @ 12 mos. 39.5 39.5
2- Oocument Processing Clerk III 2,468 G> 10 mos. 49.4

3- Document Processing Clerk II 2,221 @ 10 mos. 66.6
1- Document Processing Clerk II 2,468 G> 10 mos. 24.7
2- Clerk Typist II 2,118 @ 10 mos. . 42.4

2- Document Processor II 2,221 @ 4 mos. 17.8
1 Document Processor II 2,468 @ 4 mos. 9-9

Total Annual Wages and Benefits 39.5 250.3

The Revenue Office Manager's position will be activated in July of 1987 to develop 

employee training for the division and employer training for the public on the 

withholding requirements which will begin in the first quarter of 1988. The remaining 

•ositions will be activated in September 1988 to allow for training of individual income 

tax issues. Filing of individual income taxes will start January 1, 1989 and be 

required on April 15, 1989.

200 Travel 

Employer Training

One Employee to Anchorage, Fairbanks,

Nome, Kotzebue, Barrow, Kodiak,

Kenai Peninsula, Sitka, Ketchikan

Bethel, Petersburg, and Wrangell 6.5 -0-

Administrative Travel

Anchorage and Fairbanks 10.0 12.0

Employee Training   10.0

Total Travel 16.5 22.0



Fiscal Note Analysis 

Income Tax Draft Bill 

Page 3

Employees hired to assist the general public in the completion of their individual 

income tax returns will be required to participate in a training course. Funds are 

designated above to facilitate course presentation in Anchorage and Juneau.

3QQ Contractual FY88 FY89

Advertising campaign

Withholding requirements 45.0

Income Tax Filing 80.0
Postage 30.0 8.5
Printing 5.0 5.0
Telephone Charges 15.0 30.0
Hessenger Service 2.0 5.0
Computer Terminal Maintenance (7) .5 3.5
Publications .5 2.0
Reconfiguration of Office Space -0- 2.5

Total Contractual 98.0 136.5

Enactment of the individual income tax with the requirement for employer withholding 

from wages will be brought to the attention of the public. Funds are requested for 

production of a television and radio advertising campaign plus two mailouts to all 

businesses informing them of the requirement to withhold an employee's wages. Funds are 

also requested in FY 89 for a general newspaper, radio and television campaign to notify 

the general public to file, where to file, and where to get hel,j in completing their 

returns.

400 Supplies

Office Supplies .5 6.0

Office supplies are estimated at $.5 per employee.

500 Equipment

Office Equipment 5.0 31.2

Office equipment and furniture includes desks, chairs, calculators, file cabinets, and 

computer terminals.



FINANCE COMMITTEE HEARING 
ON 

HB 154

Chairman: The next bill we'll take up is House Bill #154. You

have before you Committee Substitute for House Bill #154 

State Affairs, an act relating to the taxation of the income 

relating to individual tax credit and providing for an 

effective date. This particular bill is the Governor's 

proposal for an income tax on individuals. It is a so-called 

progressive tax in "the higher your income, the more tax you 

pay." There are two rates: 3.2% of taxable income less than

$30,000 and $906 plus 5.7% of taxable income on $30,000 or 

more. The major change in the State Affairs CS is to exempt 

Longevity Bonus and Permanent Fund income from the tax. The 

bill is expected to bring in approxmately $82 million in new 

revenues for FY 88. Revenue has asked for approximately 

$1.8 million to administer the new tax. At my request, 

Legislative Finance reviewed the fiscal note and recommends 

that we reduce the total appropriation to $1 .3 million. 

Information on the fiscal note is in your particular packet. 

Here to testify on this bill is the Commissioner.

Malone: Thank you, Mr. Chairman. For the record, my name is Hugh

Malone, Commissioner-designate for the Department of Revenue. 

Mr. Chairman, I appreciate the Committee scheduling the 

legislation. The income tax proposal that the Governor has 

introduced to the Legislature, and as it's been amended by 

Committee, of course, is designed to help stablize our State 

revenues to provide some certainty in the provision of the
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public service budget in Alaska. Mr. Chairman, what I would 

like to do, with your permission, would be to have a brief 

presentation by Mr. Ericson of the Office of Management and 

Mr. John Hanson of the Department of Revenue. Mr. Ericson 

to talk over briefly the overall place of the income tax in 

the State revenue picture and its importance in the State's 

economic picture. And Mr. Hanson, who is head of the income 

tax project in the Department of Revenue, to go over briefly 

the mechanics of the bill and answer any specific questions 

on the incidence of the tax and the application of it. And 

if there are any questions at the end, I'd be glad to try 

to answer them. Is that an agreeable procedure, Mr. Chairman?

Chairman: That is, Commisioner-designee Malone. I would more

than welcome the two members that you and perhaps with their 

presentation answer most of our questions that we have in 

mind. It's going to be the Chair's desire that this particular 

bill move out of Committee this afternoon with individual 

recommendations and go down to Rules. If you'll send your ...

Malone: If it's agreeable, Mr. Chairman, I'd like to start with

a brief presentation by Greg who has been a member of the 

working group for the Administration from the Office of 

Management and Budget and he'd like to go through the, just 

briefly where the income tax fit into the Governor's overall 

budget plan for the State of Alaska, why it's being proposed 

that way and how, at least, this Administration views the 

economic effects of an income tax in Alaska at this time. 

Greg.
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Ericson: Mr. Chairman.

Chairman: Would you state your name and speak loud so I can get

you on tape also, Greg, please, it's, you know, with the 

presentation away from the speaker, please.

Ericson: My name is Greg Ericson. I'm Senior Economist with the

Office of Management and Budget. Mr. Chairman, I know you 

have a heavy calendar here today so we're going to move 

through this quickly, but there are two points we think need 

to be explained and need to be emphasized. One is the role 

of the income tax on the overall fiscal situation and the 

consequences if this income tax is not adopted. And the 

second is the economic consequences to the State of Alaska 

of adopting the income tax or of not adopting it. And I'm 

going to move very quickly, so if there are questions, please 

feel free to interrupt me if that's what it takes.

There are an infinite number of ways, I hope I haven't scared 

everybody away here; there are a number of ways that you can 

explain the State's fiscal situation, all of which, many of 

which are equally valid because you can take money out of 

one place and put it in another account for different things. 

These charts are the charts we prepared back in March after 

the March revenue forecasts were issued to show how we saw 

the State's fiscal position at that time and our fiscal plan 

for the State's future. Some of the things have changed and 

I have marked in red those changes here. In the packets 

you have, you have copies of the original charts and if 

you'd like to follow along and make the changes in pencil,

-3-



1

you may. We are going to update these ourselves next week 

and so you don't need to do that if you don't need it 

immediately. Let's start with the chart that shows the FY 87 

budget shortfall problems and solutions. Starting here, we 

have no change in the budget reserve fund that has been 

added to this year's revenue available. It's already [indis­

cernible]. We've made no change in our budget, although the 

House has slightly increased it, the amount available for 

expenditure that is, the revenues available are unchanged. 

The current budget is, we have made no change to that, but 

if we assume that House Bill 113 was adopted, which shows the 

FY 88 capital ahead one year, we would reduce this and if we 

make the changes for the supplimentals that have occurred by 

about $180 or so million in this amount instead of the 

$2,391,000,000 becomes $2,180,000,000 largely as a result of 

pushing the FY 87 capital forward a year. That leaves you 

with a surplus then of $18 million which, if you add the 

Bradley Lake funding change or however that's going to be 

handled, it givts you a total surplus of $68 million. Now, 

let's assume that you decide to follow the Governor's 

suggestion and create a buffer fund this year with $250 

million in it, that would then mean that you could take the 

$68 million from surplus 87 and take $182 million of Permanent 

Fund earnings, Permanent Fund reserves I should say, and 

that would create the $250 million buffer the Governor has 

requested. That would leave in the Permanent Fund reserves 

a total of $334 million that could presumably be used in

-4-
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funding next year's budget. I'll leave these here after I'm 

done so if the people want to ...

Chairman: Yeah, before you leave that particular sheet up there,

our balance for FY 87 is only $18 million and where we get 

ours, starting with a deficit of $174 million, we've also 

passed a bill with supplementals of $20 million. Then if 

you move the capital budget by delaying the effective date 

then you leave $163 million plus the $50 for Bradley if 

that did come back out of Rules. So that's the difference 

there, was only $18 million and between our figures and 

yours, we've $68 million difference.

Ericson: Well, I understand there are those differences. I

think those come from different conventions on how you want 

to use it. Marla, Marla Burg I think understands the 

differences between these two.

Let's move ahead then to FY 88 budget. Let's start here 

with the revenue available at the 30th percentile we still 

have $1,527 billion available. Pushing the capital ahead 

brings this figure up from $1 .925 to $2,089 and that leaves 

a shortfall of, if we assume that the loan close outs here 

which we've changed from $26 million to $32 million is 

adopted, leaves a shortfall of $514 million, assuming none 

of the revenue enhancements were adopted. If none of the 

revenue enhancements were adopted and if the $514 million 

gap was to be plugged with Permanent Fund reserves, that 

would leave for FY 88 a remaining budget gap of $180 million. 

Now this body has already adopted the ELF so that really

- 5 -



could be subtracted from there but it would be, the ELF as 

it stands right now is actually $88 million if you look at 

the, if the Senate were to adopt the bill that passed the 

House since there's a little bit of FY 87 money there as 

well, so we would have a remaining budget gap if all of the 

Permanent Fund reserves were used, all of the remaining 

reserves of about $100 million. A little less than $100 m i l­

lion actually it's closer to $90 million. That, of course, 

is where we see the income tax fitting in. Now, of course, 

there is this buffer fund if you were to have created it of 

$250 million. You could, of course, raid the buffer fund 

and that could fill this FY 88 budget gap and would leave a 

remaining buffer fund of approximately $150 million. So you 

would then go into FY 89 with some reserves. So there's 

clearly no question that a budget that will work can be 

fashioned in FY 88 without the income tax. I'm not sure you 

can do it without the income tax and the ELF and without the 

gasoline tax or all those things, but we'll get back to that 

in a moment. Let's see where that leaves us though in FY 89 

if we were to do that. I haven't changed these charts 

because the numbers are about the same, looking at approxi­

mately $1.55 billion for revenue, looking at approximately, 

and these are rough numbers, $1.9 million for a budget, if we 

don't have the income tax and the ELF, well, let's assume we 

have the ELF and let's assume that we do have the licenses 

and fee increase, we still have about a $350 million gap 

here and if we have not adopted an income tax, the State has
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not adopted an income tax and decides, "Oh, my gosh, we got 

to FY 89, we've got a problem here after all," particularly 

as we would if the revenues were to go down, for example. 

And if we have used the balance of the buffer, what we need 

from the buffer to fill the remaining gap in FY 87, we have 

here on the buffer with about $150 million in it and a gap 

here of about $250 million, because that's what you'd have 

to fill here if you adopted these, this and this, the ELF 

postponement and the license fee increases. Well, if you 

adopt an income tax in FY 89, you'll only fill about $85 

million of that gap because you can only collect if you 

adopt in FY, 1988 session for FY 89 the income tax, you only 

get a half year's revenue in FY 89. You can't get it in 

place in time to collect more, not to mention the political 

and practical difficulties of adopting an income tax in an 

election year. So, I'm going to stop there on the fiscal

issues and see if there are any questions that I can answer 

and then go onto the econmic impacts.

Chairman: Yes, Representative Rieger.

Rieger: I guess I'd like to go all the way back to your first

chart.

Ericson: Yes, Sir.

Rieger: Starting point, you know, I remember the sheets that

were handed out at the start of the year and I have a computer

printout that's probably about 1/2 to 3/4 of an inch thick

which lists appropriations which have unexpended and obligated 

balances and unexpended and unobligated balances. There's

- 7 -



three columns: what's been spent, what's been encumbered,

what hasn't yet even been encumbered. If my memory's right, 

about $400 million is encumbered but not yet spent, and another 

$500 some, $527 million is unexpended and unencumbered and 

I'm wondering if you have a forecast of how much out of that 

total $928 million you expect to be needing in cash for 

spending out of those old appropriations in fiscal year 

1988.

Ericson: The answer is I do not have such a forecast.

Rieger: Do you think it would be anywhere near $928 million?

Ericson: I have no idea. I truly don't. Now, to appease the

general thrust of your question though,, there's certainly 

other places that one could fill these p.aps from and repealing 

prior appropriations is, of course, one of those possibilities 

which thus far I think the Legislature has generally not 

been anxious to do. But I would leave that to Commissioner 

Malone to expand on, perhaps give you a ...

Chairman: Commissioner, the Representative is talking about the

numbers he has seen in the State's annual report which states 

there's approximately $537 million in the capital and also 

the $400 figure that he's talking about, unobligated, and 

those two numbers are on one sheet there. Would you like to 

respond to him on that.

Malone: Mr. Chairman, I think there's several things, several

considerations in answer to Representative Rieger. One is 

that, of course, the overall amount of money that's coming 

into the State for fiscal 87 is much less than what we'd
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originally anticipated. I mean we're talking, when the 

budget was put together, people were hoping for revenues 

close to $2.5 billion and we won't see $2 billion in the 

current fiscal year. So, one factor is that overall on a 

cash basis revenues are down. Secondly, of the unexpended, 

unobligated balances that we have, not, and I'm not 100% 

sure of the figures in the report that you're talking about, 

but we have both, I mean if you're talking about all the 

general funds, we have both federal receipts that we haven't 

received, accounts receivable and general funds. Those were 

as of the financial report for the end of the last fiscal 

year and we're most the way through this fiscal year now and 

we are spending down the accounts. I don't have the current 

accounting for that, but we are spending them down. And 

thirdly, the ability of the government or the executive 

branch of government to restrict the timing of the expendi­

tures for policy reasons, I think, is pretty much severely 

circumscribed by the Supreme Court decision that was just 

issued. There's no way we can put the clamps on the money 

if there's, if the money needs to be spent and it's not 

there, about the only answer that the Governor has would be 

to exercise some sort of immediate restriction, call the 

Legislature into session. So what I'm saying is the appro­

priations that were previously made certainly can't be 

reached by the executive and we won't have, as far as I 

know, any way to crank them into this year's budget if the 

revenues don't materialize. I mean we're short hundreds of
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millions of dollars in the State revenues. That's not a 

complete answer to your question. How much, what will be 

the balance at the end of the year? How much cash balance 

will we have at the end of the year, is a question I probably 

could answer, but I can't give you an answer of how much of 

that is unobligated.

Rieger: The $928 that I referred to is all general funds. It

does seem like, I wish it were true, but it does seem unlikely 

that all of that would be released in the next calendar 

year. But that was just really a point I wanted to draw is 

that when there's a shortfall, a boldface type shortfall 

wedge there, is a shortfall in being able to have cash placed 

in an account side by side with an appropriation that won't 

be spent, not a shortfall to have cash to fund encumbrances, 

you know, payrolls and all that are going to incur in the 

next year or two. I just wanted to draw that distinction.

Malone: Mr. Chairman, there is a distinction between a deficit

from an accounting function and a lack of money to meet the 

bills and the State has faced both of those problems during 

the current fiscal year. In either case, I mean, facing 

either situation, we either have to have additional money 

from some place or we have to reduce expenditures. To reduce 

them legally, we require legislative action, we require a re­

duction in the actual level of appropriations, at least to the 

extent that the statutory requirements for the expenditures 

of the money have to be met and so, I guess what I'm really 

saying is that there's a very limited amount of money that
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we can reasonably be carrying forward from the present year 

to the next year. And I think the point that Mr. Ericson is 

trying to make is that we might be able to defer the imposi­

tion of an income tax for a year at a relatively high risk 

to the State public service budget. In the second year, the 

risk becomes even higher. In fact, it's not clear that we 

can forego it without major budget reductions and as we go 

on using our reserves, we increase the risk to the ability 

to provide public services and face an increasing chance, of 

course, that some sort of dramatic action would have to be 

taken, it would be at the public's expense. I think that 

finally comes back to the stability question. That's part 

of what's in here in this measure, of course.

Rieger: Yeah, I just have one last question at this point. On

the FY 89 pie chart there's a $1.55 billion figure. What 

percentile of revenue does that represent for FY 89?

Ericson: Thirtieth percentile. This is a general generic figure

to represent revenues, approximatley revenues for '89, '90 and 

'91. Those are roughly the thirtieth percentile. I could, 

they're, each year, of course, is somewhat different, but 

they're about that level.

Rieger: Yeah, okay. [Indiscernible]. I thought the FY 89

thirtieth percentile was over 1.6. I guess my memory ...

Ericson: I think it is in fact, but also I think the total budget

estimate for FY 89 is also expected to be a little bit higher

than this, bringing the budget down a little slowly.

Rieger: Thank you, Mr. Chairman.
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Ericson: The Governor has indicated that his desire is to see

that the budget, in a memorandum to all of you, that he has 

two basic things that he thinks are needed out of this 

budget. One is a balanced State budget based on realistic 

revenue estimates, the thirtieth percile. Number two, a

budget reserve fund of no less than $250 million. Now, he 

hasn't said that, "Hey, I've got to have the income tax." 

But this is our proposal to get from here to there and I 

think that leaves the Legislature a good deal of flexibility; 

but, frankly, we see the income tax as a critical element in 

reaching these goals to which the Governor has indicated he 

would use his full constitutional authority to insure that 

those goals are met. That, I assume, although I assume 

means his constitutional authority to veto elements of the 

budget if there are not adequate funds to give us, to meet 

these two criteria. If that is the case, if that occurs, we 

then have to compare the effects on the economy of a cut in 

spending in place of the revenues that would have been 

achieved had an income tax been adopted or had the ELF

proposal, for example, been adopted. Now, it's our contention 

that the ELF proposal results in no loss of jobs to Alaska 

and we think we're on solid economic ground in making that 

assertion. That is not the ',.ase with income tax. If an 

income tax is adopted, there is no question that it will

cause jobs in the State of Alaska to be lost. There will be

a reduction in employment as a consequence of that and the

Chairm an: Continue
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opponents of the income tax make a great deal of that point. 

We don't dispute it, although we might argue about the 

numbers and all. In the State Affairs Committee a panel of 

economists testified and these numbers represent the general 

consensus of that panel of distinguished economists. They 

are fairly simple. If a full year of income tax is collected 

in a calendar year, we can expect about 2,900 jobs to be 

lost. In part, we get some breaks from income tax; in part, 

because about $50 million we expect will be paid by the feds 

in reduction in federal income taxes that Alaska taxpayers 

will benefit from as a consequence of paying the tax. 

Roughly another $25 million will be collected from non­

residents which will have relatively minor economic impact 

in Alaska. The $175 million that actually comes out of the 

whole $250 million, that actually comes out of Alaskans 

pockets, will cause them to spend less at the grocery store, 

spend less with other Alaska merchants and working its way 

through the economy, though the multiplier will probably 

result in a reduced demand and the loss of about 2,900 jobs. 

It depends in part on factors that we're not certain about, 

but we believe that the accuracy of this estimate is- relatively 

high, probably plus or minus 15%. If that $250 is achieved 

by spending cuts, then the loss of jobs will, of course, 

depend on where the spending cuts occur, but if they occur 

in the places that occur reasonably likely, namely in 

transfers to municipalities, transfers to individuals and to 

a certain extent in the rest of an agency budget, it is our
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estimate that almost 7,000 jobs will be lost. So we're 

really not looking at 2,900 jobs being lost to the income 

tax. In effect, we're looking at a very severe negative

effect if spending cuts result from the failure to adopt an

income tax. Those are the two points, Mr. Chairman, that I 

wanted to make and unless there are, if there are questions 

on those points, I'd be glad to answer them, otherwise I 

will ‘turn things back to my colleague.

Davis: Mr. Chairman.

Chairman: Yes, Representative Davis first, then Boyer.

Davis: Actually my original question has been answered, but I

have just one question about the term $50 million. Is

that, I've heard various figures on that. Is that based on

income that is received today or is that from an old figure?

Ericson: We expect to collect in FY 89 $255 million from the

original bill if it were to be adopted, we would collect in 

FY 89 $255 million. [Indiscernible] we would collect $249 

million, I believe. Those estimates are based on a declining 

economy, declining personal income, declining employment. 

In other words, they are conservative estimates. Frankly, I 

think we'll probably collect a little more than that, but I 

also think it's proper and appropriate to be conservative 

when we're making these kinds of estimates. It's better to 

be pleasantly surprised than unpleasantly surprised in those 

circumstances.

Chairman: Yes, Representative Boyer, then to Rieger.



Boyer: Thank you. You had indicated that the income tax at $255

million would depress the purchasing appetite of the public 

and I'm wondering how long that lasts. I can see it in the 

initial bite that's taken by the income tax, perhaps a year 

or 18 months, but doesn't that appetite rebound as you 

continue to move through time. I'm wondering how long that 

depression or that loss of jobs stays with us or whether or 

not we regain those jobs fairly quickly as we regain our 

spending appetite.

Ericson: Well, those, we expect as the economy grows, those jobs

will be regained or other jobs of a similar number will be 

regained, but if we start out with about $9 billion of 

personal income in Alaska and if we are continuing to take

out of that ... [END OF TAPE 1, SIDE A].

TAPE 2, SIDE B

Ericson: On it's own, so it's not so much a rebounding of the

appetite; it's a rebounding we expect to occur in the economy 

as a whole. Incidentally, I can pass on some good news, at 

least I think it's good news, the recent employment figures 

from the Department of Labor indicate, to me anyhow, that 

the economy is not declining nearly as rapidly as we had

expected it to in the early parts of this year and while

it's too early to draw any definitive conclusions, it looks 

like the recession we're in may bottom out a bit sooner than 

the economists have been telling us recently.

Boyer: So the assumption is that it's money out of the total

disposable income pool and not necessarily a spending appe­

tite, for lack of a better word.



Ericson: The notion of an appetite there is perhaps a good one,

but it tends to work the other way. When peoples' incomes 

are reduced, as by an income tax, there is a tendency not to

reduce consumption as quickly as that would suggest because

the spending appetites, if you want to use that word and I 

think it's a good word, takes a while to get cranked down 

and so people tend to withdraw funds from savings or to

borrow to maintain the lifestyles at which they've become

accustomed. I'm certainly, my salary was cut by 10% last 

July and I certainly have noticed that in my own personal 

finances, that you have to make adjustments and it takes you 

a while to make those adjustments in your consumption.

Boyer: Thank you, Hr. Chairman.

Chairman: Representative Rieger.

Rieger: Thank you, Mr. Chairman. Just one last question on

these two [indiscernible] pie charts, I noticed that farther 

on in this packet there's a little bit of talk about Permanent 

Fund dividends, how many jobs are lost by taking the equivalent 

dollar amount out of the Permanent Fund dividend distribution?

Ericson: I don't have those numbers at my fingertips, but I can

supply them to you. We have that data and, in fait, I'll 

just dig it out of my folder here as soon as I sit down and 

provide you with that testimony.

Rieger: Thank you, Mr. Chairman.

Chairman: Representative Frank.

Frank: Thank you, Mr. Chairman. Greg, you're saying that the

effects of the tax will be less detrimental than a cut in
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the economy, a cut in the spending. If you took that logic 

and turned it around and said, "Why don't we double the tax 

and spend $250 million more in State spending?" it seems 

like your logic would lead to a conclusion that that would 

further stimulate the economy.

Ericson: And that is exactly what it would do, up to, at least

as long as you remain in the region that we're talking about 

here, of 2.5% of personal income. If you take that, it has 

that effect. If we took another 2.5% of personal income and 

put it into State spending, it probably would, in fact I'm 

sure it would create, could be spent in a way that would 

create more jobs on the spending side that would be lost on 

the taxing side. You can't keep doing that forever because 

people's spending habits change when you get down to taking 

10% of their income and the job loss is likely to rise 

significantly higher at the margin. That, I suppose, makes 

the point that the purpose of a tax is not to create jobs. 

I'm presenting this information to show those effects. 

Clearly, if State spending can be reduced beyond the levels 

that it has already been reduced, that is not something that 

is necessarily to be avoided just because some jobs would be 

lost as a consequence of it.

Chairman: Continue.

Frank: One other question. You suggested that the Governor

might choose to veto the budget if the Legislature didn't 

provide, are we on teleconference?

Chairman: No, we're not on teleconference.



Frank: If the Legislature didn't provide a budget reserve account

of some sort. And to me, you know, I can appreciate the 

Governor's desire to have a reserve account, but I don't see 

the inherent wisdom or logic in cutting the operating budget 

now so that you don't have to maybe cut it later if revenues 

fall. I mean if it happens, we'll take the worst when it

happens, but why cut it now just in case it might happen.

Mr. Chairman.

Chairman: Yes.

Frank: There are obvious comments on that. I think that one of

the things we face, for example, during the current fiscal 

year was a reduction in, just to take for example, a reduction 

in the early part of the fiscal year by executive action, in

that care there, but of the funds that were available to

municipalities, which in some cases dramatically affected 

their local budget. And I think that the idea that the

Governor is approaching the budget with is trying to build

in some stability in that if, in fact, there are additional 

revenues accrue during the fiscal year over and above what 

the budget requires, that [indiscernible] may be in the hap­

py situation of looking to put those where they might be most 

needed rather than to face the alternative which might be 

part way through the budget year when some of the money has 

already been spent to have to revise the budget. It's a phil­

osophy of stability. That's the reason that the Governor's

basically proposing a budget that is so much lower than the



current year's budget. Now ultimately, of course, the appro­

priation level that is reached is a legislative decision and 

as to what the Governor may or may not veto, I think are 

questions he's going to have to sort through when he sees all 

the whole package, I mean. But I think what Greg was saying 

is that if we assume, just for the purposes of economic 

illustration, that we had a reduction in the budget equal to 

the revenue that would be raised in the income tax, then the 

economists, at least, pretty much have reached a conclusion 

you lose a lot more jobs by reducing the budget than by 

levying a relatively minor income tax. And I think that's 

the point that Greg was reaching to.

Ericson: Mr. Chairman, if I ... go ahead.

Chairman: Did you want to respond to him?

Ericson: I'm sorry.

Frank: What's that?

Chairman: Are you all done?

Frank: Yeah, I'm done.

Chairman: Let me have Representative Brown then.

Brown: Thank you. I'm looking at Figure 10 in the packet of

charts that you passed out regarding the tax rates and I 

wanted to explore your thoughts on the, what's been described 

to me by constituents as discrimination against single people 

that results from, I think, the combination of the way the 

tax is structured coupled with the payment of Permanent Fund 

dividends and I tend to agree with the Administration's 

analysis of the need for additional revenues and was just
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wondering whether you see any ways that we could modify this 

proposal to make it less discriminatory on single people?

Ericson: Mr. Chairman. What I would like to do, and this might

be a good juncture and I don't want to avoid answering the 

question, but it might be a good juncture to go through the 

specifics of the bill and its incidents, which is the second 

phase of the presentation. It would answer that question 

and maybe others that might be pending at this time without 

addressing one at a time and then if the questions so remains, 

we could answer them, if that would be agreeable? I ...

Chairman: Representative Brown.

Brown: Yeah, my bill is scheduled to come up in another committee

at 3:30, so I don't know how long it will take to do this.

Ericson: The short answer, Representative Brown, is yes. The

bill could be restructured. It would be particularly dif­

ficult although generally a significant restructuring of 

that nature would require some additional staff work. We 

did contemplate at the outset a bill that treated married 

couples and single individuals identically. The structure 

you have there in front of you in that Chart 10 really 

follows the model of the federal tax and provides the same 

kinds of differences between tax treatment of married and 

unmarried individuals that is suggested on the basis if you 

were to try and model a tax that was similar to the one the 

federal government has adopted.

Malone: Mr. Chairman, basically those issues underlie the reason

this tax model was taken and I spent a lot of time in the



early stages and I think the best way to cover those kinds 

of issues would be to go through the specifics of the model 

in the bill, which doesn't take very long, and then if there 

remaining questions, we can answer them directly.

Chairman: Continue.

Malone: If you don't mind, Mr. Chairman, what I'd like to do

would be to have.

Ericson: Can I answer Steve Rieger's question first.

Malone: Oh, sure.

Ericson: The, if $250 million were taken out of the economy by

an income tax, we'd lose about 2,900 jobs. If $250 million 

is taken out of the economy by an equivalent reduction of 

Permanent Fund dividends, the job loss is expected to be 

slightly higher than from the job loss resulting from an 

income tax. There's three reasons for that. One is we 

don't get to export part of our Permanent Fund dividend to 

non-residents or to very many non-residents. Actually, we 

do export some of our dividends to people who are living 

here during the qualifying period but have left. But most 

of this non-resident effect is actual effect in Alaska in 

the case of reduced dividends. Secondly, we, the federal 

tax bite is a little bit export to the federal taxes are 

less because the people who do most of the paying of the 

income taxes tend to be high-income people and high-income 

tax brackets who can export some of that state tax bite to 

the federal government. On the Permanent Fund dividends 

it's much more evenly distributed across the population and



as a consequence, many of the people who receive the Perma­

nent Fund dividend don't pay that much federal tax. Thirdly, 

and this is really the most important reason, that the

equivalent amount of money taken out of the economy via a 

reduction in dividends would cost more jobs, is that people 

in the lower income categories or if they pay any income 

tax have what economists call a high propensity to consume 

locally. They don't save very much money. They can't take 

a trip to Hawaii. They don't buy a great many things from 

outside as do the people who are of low incomes and who

concentrate their purchases in the necessity of life. As a 

consequence, the employment multiplier of low income spending 

tends to be higher than the employment multiplier of people 

with high incomes. I mean we are getting into some technical 

detail, but the answer is there would be slightly more jobs 

lost if an equivalent amount of money were taken out of the 

dividend program than there would be if it would be coming 

out of an income tax. By "slightly" we aren't actually sure 

how much more, but my estimate would be about 3,500 jobs. 

Scott Goldsmith with the University of Alaska has estimated 

slightly higher.

Chairman: Yes, Representative Frank, continue.

Frank: Thank you. Greg, we have a little bit of history to go

on here. It seems to me the budget was up as high as 1 .965

or something like that, and I'm not sure you called the

numbers off the top of your head, but we're now spending at 

a rate of 1.7 in the operating budget since the Governor's,



Governor Sheffield's instructions. That's over $235 million 

and I'm wondering what kind of imperical evidence is out 

there and how it relates to your projection of losing 6,700 

jobs.

Ericson: The results aren't all in on that yet in terms of the,

because you have to wait a year or more before you can 

really look back and reliably associate those two. But so 

far the models seem to be holding up very well in terms of 

the jobs we've lost are being related in the models to what 

has, what you just described. Now, we're not just relating 

it to operating expenses, we're relating it to all spending 

and that is very different impacts, of course, from the 

capital budget and the operating budget and the loan programs.

Frank: I'd like to follow-up on that. We've cut the budget from

our highest spending years maybe as much as a billion, I 

don't know.

Ericson: We had a budget that was almost, I believe it was over

$4 million.

Frank: Some of the ones on the, maybe, I don't know. Anyway, I

would submit that the bulk of our job loss in the economy 

have been a result of reductions in oil spending and capital 

spending because if you look at the number of operating 

budget jobs lost over the last two years, we haven't lost, 

we certainly haven't lost 10% of them. We've lost a few 

hundred, I think four or five hundred at the most and I tend 

to, I think that the case has perhaps been made more dramatic 

than it ought to have been made. I just don't believe that
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the effect is going to be as bad on the job loss as you're 

suggesting and I don't think the evidence is there to support 

it. But I, you know, it's my gut feeling.

Malone: Mr. Chairman. There's certainly room for differences

of opinion in these areas of economics. Scott Goldsmith, 

Professor Goldsmith at the University of Alaska, as far as 

I'm aware, doesn't have any particular axe to grind in this 

debate. He indicates that in his calculations the minimum 

impact from a spending cut if you concentrated it all in 

capital would be 2,700 jobs. Now we don't have $250 million 

in capital to cut right now. So he indicates the maximum 

job loss if you concentrated it in those operating areas and 

those income transfer areas to low income people, which 

would be the places where you get the biggest adverse "bang 

for the buck," if you will, would be 8,600 jobs from the S250 

million cut. So there is certainly room for disagreement. 

But it's not my opinion that we've humped up these numbers. 

I think we've been conservative.

Chairman: Representative Wallis.

Wallis: Thank you. A question to the Commissioner please. In

the previous income tax upon the state, there was a section 

that allowed for $10 to go to the education fund. Is that 

included in this bill, anything like that? Mr. Chairman, 

what is the intent of the Chair on this bill?

Chairman: The intent of the Chair, as I stated earlier, that

it's my intention that the Chair's going to move to move

this particular bill out of committee once we hear testimony.
/
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Wallis: Thank you, Mr. Chairman. I wonder if we can include

language to have some of that money go to education?

Chairman: Pardon me?

Wallis: I would like to have language included in the bill to

have some of the income tax money go to education.

Chairman: Representative Larson.

Larson: Mr. Chairman. I believe Representative Wallis is talking

about the school tax that we had previously. In some ways, 

if my recollection is correct, that was kind of a misnomer 

in that the $10 went to the General Fund; it didn't go to 

schools directly. But, that's another source of revenue

that I think we should be looking at, so I don't think

necessarily that this is the vehicle, but it should be probably 

in a separate piece of legislation.

Chairman: Commissioner.

Malone: Mr. Chairman. I would like to, for the benefit of the

Committee, have Mr. Hanson briefly go through the model in 

the bill, why it's written that way, how it would work, so 

that if there are questions on that, and there was one so 

far I think that we could cover. Is that agreeable?

Chairman: That's agreeable.

Malone: Don.

Hanson: Don Hanson. I'm with the Department of Revenue. I'd

like to just take a minute Mr. Chairman to show you how the 

tax would work and just give you an estimate of how much 

it's going to cost the taxpayers that are going to be paying 

it. And I think probably one of the easiest ways to do it



is to actually show you the return that w e ’ve mocked up 

here. And one of the criterias that the Governor gave us 

was to make this a very simple tax and I think we've accom­

plished that. The return itself is in your handout. It's 

on page 5 if you want to follow with me. I'll just go 

through it and show you how it's going to work. It's going

to be a one page return and the filing statuses will be the

same as on your federal return and one of the questions that 

the Representative asked was how we could perhaps change the 

severity in the single person's tax liability. That could 

be accomplished in the bonds that is the breakpoint. As 

the bill is now, the single filer will pay tax on the lower

rate on the first $30,000 of income and then the higher rate

of 5.7 would be over 30, so we call that the bracket break­

point. So a single bracket breakpoint is $30,000; married 

filing joint is $50,000; married filing separately is $25,000; 

and head of household or surviving spouse is $40,000. So if 

the Committee wanted to make an adjustment in that area, 

that would be a simple way of doing it which wouldn't take 

much effort other than we would probably have to recompute 

the rates because it all kind of, it's all on a big model and 

if you make one change here, you have to change other things.

Chairman: Yes, Representative Frank.

Frank: You said you'd have to change the rates?

Hanson: Correct because you have certain income percentages in a

single bracket and if you change the threshhold from $30,000 

to $40,000, you're going to be collecting less tax from a
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certain percentage of income so we might have to increase 

the rates accordingly. Do you see how ...?

Frank: [Indiscernible].

Hanson: To produce the same revenue.

Frank: Mr. Chairman, if I could?

Chairman: Continue.

Frank: So you started out with the amount of revenue you wanted

to collect and figured out how much of a rate you'd have to 

• • •

Hanson: That's correct. That's how this model works. We started

with $250 million revenue goal and then based the bill and 

what we've done with our tax structure based on that revenue 

goal.

Malone: Mr. Chairman.

Chairman: Commissioner.

Malone: Just to elaborate briefly, there are two kind of themes

behind this bill. One is that we would have an income tax

that basically anybody that had enough income, you might

say, to live on would pay some tax. And secondly, that it 

would be a progressive tax. Then after that the fundamental 

question was to make it as simple as possible and then, of 

course, we wanted to raise a certain amount of revenue. So 

that affected all the different elements of the bill,

including the breakpoints and where the tax rates came to 

different people. But those <xir« the, that's the theory

behind the bill itself as written.



has taken out the Longevity Bonus and the Permanent Fund 

dividends. If we wanted to achieve the same revenue goal, 

we could increase the upper rate from 5.7 to 6.1 . That would 

make up that $6 million difference there. If the Committee 

wanted to do that, that would be one way to do it.

To continue on now, we're going to start here on Line 1 and 

this is total income. We have adopted all the income 

provisions of the Internal Revenue Code Section 61 , so we 

have the benefit of all that case law and all that history 

and we're not starting with a new concept on our income, in 

1986 this total income was Line 23 on the federal return. 

So it's very simple for a person to prepare their return as 

they file their federal return. They take this federal 

return and they start right here on Line 1 , which would be 

Line 23 on the federal return. After that, we make several 

adjustments, which is Line 2, we would add in the federal 

cost of living allowance, the COLA allowance that federal 

employees receive, that's 25%, cost of living allowance they 

get, we would add that into income. We would also add 

interest that's exempt from federal tax; that would be our 

interest on State municipal bonds. We would add that in 

also as the bill is outlined. We also make adjustments to 

take out from income on Line 5 would be penalty for early 

withdrawal of savings, Line 6 is alimony paid and the reason 

behind the alimony is the recipient of that alimony is 

including that in their income. These are traditionally

Hanson: To fo l lo w  th a t  up . F o r  in s t a n c e ,  the Committee S u b s t i t u t e



adjustments that are made on the federal return to arrive at 

Adjusted Gross Income (AGI). Now the Committee Substitute 

bill will be having two line items here for the Longevity 

Bonus, if that was included on the federal return, and, of 

course, the Permanent Fund dividend, we'd be backing that 

out here also. Interest on U.S. Government Securities, that 

would be interest on U.S. Government Bonds. We cannot tax 

that, the federal govenment doesn't allow states to tax that. 

And Line 8 is for Alaska tax refunds and those would be 

refunds that were claimed on the federal return as income 

that were written off in previous years. After we come, 

making those adjustments, we come down to our Alaska Adjusted 

Gross Income. From there we have our personal exemptions 

which are $3,000 per person and those dependents and exemp­

tions would be the same as your federal. For instance, a 

family of four would have $12,000 exempted from income; The 

first $12,000, at $3,000 per person, for exemptions. So 

that's it. From there we go down to the tax: 3.2 and 5.7

as it is. So, it's a very simple return. It's not going to 

cost a person a lot of money to have it prepared or do it. 

It's one page and that's essentially going to be it. We've 

also on our form included a line item for a Permanent Fund 

dividend check off. I know there's been a lot of those already 

introduced this year, but what that could be is a person 

could prepay their '89 tax, if this was instituted in '88, 

by on their Permanent Fund dividend making a check and having 

a certain amount allocated for the State and we could handle
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that in our department. Essentially that's the return and 

that's how the bill works. It's a very simple tax and we 

believe that it's probably one of the most progressive taxes 

in the United States. We tried to design it that way.

Chairman: Representative Boyer.

Boyer: Just out of curiosity, what would the tax generate if you

just, instead of taking gross income, if you started with 

the federal adjusted gross?

Hanson: Okay, it would depend on the rates. See, we can design

the tax to raise any revenue you want.

Boyer: If it's designed exactly the way it's designed with your

threshhold levels but instead of using your Alaska adjusted 

gross, you use . ..?

Hanson: Go to the federal adjusted gross.

Boyer: Yeah.

Hanson: Okay. Those items that are adjusted on the federal

return or, for instance ...

Boyer: Mortgages.

Hanson: [Indiscernible] contributions, moving expenses, they're

not a lot of big ticket items. I can't give you a figure,

but it isn't going to be substantially less.

Boyer: All right, one of the concerns I've heard from people is,

you know, there isn't a deduction here for home mortgage 

interest and things like that. If we could modify the tax 

to do that, it would make it more pala-ab^e for many, many

people. So that's why I'm interested.



Hanson: Okay. Those kind of adjustments actually aren't adjust­

ments; they're itemized deductions and our bill has no 

deductions or credits and if those that, the Committee wanted 

to examine those kind of impacts, we certainly could do it 

and tell you. That is the largest deduction that is taken 

is the home mortgage interest deduction. It's probably one 

of the most controvertial. A decision has to be made, "do you 

want to subsidize or allow that particular deduction?" If 

that's the goal, we can certainly come back to you and tell 

you.

Boyer: Mr. Chairman. I'm not sure I want that but I'd certainly

like to be armed with the numbers so that I could argue.

Hanson: We can provide that for you.

Boyer: I'd appreciate that.

Chairman: Representative Frank. I'm sorry, go ahead.

Ericson: No, I was just going to comment on it. Like that

would be a major deduction for most people. In this bill 

what we tried to do is set a relatively high personal 

exemption and say, "Okay, that's it." That treats people 

pretty much equally and whereas you get into the business 

saying, "Well, this group will give deductions to home owners, 

but to balance it out, we'll raise the rates overall." People 

who are renting get hit twice. So, we said, "Let's stay away 

from that and go with a single personal exemption and if the 

Legislature wants to dive into all the policy questions that 

are contained in the federal legislation, we'll just do them 

one at a time, but we'd like to leave them out of the bill.



«

Hanson: Essentially, what we have here is a flat tax with two

rates and in some ways this is the tax format that President 

Reagan promised; we deliver. That's kind of what we're 

saying. I just want to take a minute and show you recently, 

• • •

Chairman: Just a minute, I've got Representative Frank.

Hanson: Oh, excuse me.

Frank: Well, this is probably more appropriate now that you've

started to explain some of the characteristics of the tax. 

You used the word "progressive" a few minutes ago.

Hanson: Yes.

Frank: I was going to ask you to define that because what you

mean ...

Hanson: Okay. What we consider a progressive tax is a tax that

looks at the ability to pay. The higher income you make, 

the more ability you have to pay, the higher rate you're 

going to pay out. That's what we consider a progressive tax 

and I think it's ...

Frank: Isn't that the opposite of a flat tax?

Hanson: To a certain extent it is, however, because we have the

two rates, okay, we are having a very progressive tax and 

it's, when we compare it to what other states have, it's 

probably one of the most progressive taxes in the United 

State, state tax.

Frank: In other words, of all the taxes in the tax systems in

the United States, it's designed to take more from the higher 

income people and exempt the lower income people. Is that 

what you mean by progressive?
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H a n s o n :  Y e s .  I  c a n ' t  s a y  t h a t  t h a t  w a s  e s p e c i a l l y  t r u e ,  w h a t

y o u  j u s t  s a i d ,  b u t  t h a t  i s  . . .

F r a n k :  T h e  h i g h e r  y o u r  i n c o m e ,  t h e  h i g h e r  t h e  t a x  r a t e .

H a n s o n :  T h a t ' s  c o r r e c t ,  e x a c t l y .  T h e  h i g h e r  e f f e c t i v e  r a t e .

F r a n k :  T h e  h i g h e r  t h e  e f f e c t i v e  t a x  r a t e .

H a n s o n :  T h e  h i g h e r  e f f e c t i v e  r a t e .  B e c a u s e  y o u  m e r g e  t h o s e  t w o

r a t e s  t o g e t h e r .  A s  a  m a t t e r  o f  f a c t ,  i n  t h e  h a n d o u t  w e  g a v e  

y o u ,  i f  y o u  l o o k  o n  P a g e  6 ,  i t  s h o w s  y o u  t h e  e f f e c t i v e  t a x  

r a t e s  a n d  y o u  c a n  s e e  t h a t  i f  y o u  m a k e  $ 0  t o  $ 1 0 , 0 0 0  y o u r  

e f f e c t i v e  t a x  r a t e  i s  . 8 3 ,  t h i s  i s  a l l  r e t u r n s ,  a n d  i f  y o u  

m a k e  o v e r  $ 4 0 0 , 0 0 0 ,  i t ' s  5 . 2 4 % .  S o  t h a t ' s  w h a t  w e ' v e  d e s i g n e d  

a n d  t h a t ' s  s u p p o s e d  t o  b e  h o w  i t  w o r k s  a n d  w e  f e e l  t h a t ' s  

h o w  i t  w i l l  w o r k .

F r a n k :  O k a y .  T h e n  h o w  a b o u t  o u r  o v e r a l l  e f f e c t i v e  r a t e  r e l a t i v e

t o  o t h e r  s t a t e s .

H a n s o n :  O k a y .

F r a n k :  I s  t h i s  g o i n g  t o  b e  a  h i g h  o r  l o w ,  o r  m e d i u m ,  o r  w h a t ?

H a n s o n :  O n  P a g e  7 ,  w e  h a v e  t a x  r a t e s  i n  o t h e r  s t a t e s  a n d  j u s t

t o  s u m m a r i z e  t h a t  - -  t h e r e ' s  4 3  s t a t e s  t h a t  h a v e  a n  i n c o m e  

t a x  a n d  b a s e d  o n  o u r  e f f e c t i v e  r a t e s  h e r e ,  w e  w o u l d  b e  t h e  

f o u r t e e n t h  l o w e s t .  I n  o t h e r  w o r d s ,  3 0  s t a t e s  w o u l d  h a v e  

h i g h e r  e f f e c t i v e  r a t e s  t h a n  w h a t  o u r  p l a n  i s  h e r e .

F r a n k :  O k a y .  T h a t  g e t s  m e  t o  m y  n e x t  q u e s t i o n  w h i c h  i s  i f  y o u

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

i n  o t h e r  s t a t e s ,  I  t h i n k  o n e  o f  t h e  m o s t  c o m p e l l i n g  a r g u m e n t s  

f o r  h a v i n g  t h e  i n c o m e  t a x  i s  t h a t  i t  i n  s o m e  w a y  g e t s  a t  

s o m e  o f  t h e  n o n - r e s i d e n t  w o r k f o r c e .  B u t  w e  a p p e a r  t o  b e



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

s t a t e s .

H a n s o n :  N o  t h i s  i s  t h e  r e s i d e n t  r e t u r n .  T h i s  w o u l d  b e  t h e  r e s i ­

d e n t  w o r k e r  t h a t  w o r k s  i n  o t h e r  s t a t e s .  W e  w o u l d  a c t u a l l y  

h a v e  a  n o n - r e s i d e n t  r e t u r n ,  o k a y ,  a n d  t h e  s y s t e m  w e ' v e  

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

n o n - r e s i d e n t s  i n  p r i o r  y e a r s .  W h e r e a s  i n  p r i o r  y e a r s  w e ' v e  

t a x e d  n o n - r e s i d e n t s  a t  t h e  l o w e s t  p o s s i b l e .  W e  l o o k e d  a t ,  

w e  s o u r c e d  t h e  i n c o m e .  W e  l o o k e d  a t  t h e i r  A l a s k a  s o u r c e  

i n c o m e  a n d  t a x e d  i t .  W e  d i d n ' t  c o m b i n e  i n c o m e .  W h a t  t h i s  

b i l l  d o e s ,  i t  l o o k s  a t  t h e i r  t o t a l  i n c o m e  a n d  t a x e s  t h a t  

i n c o m e  e q u a l l y  t o  r e s i d e n t s .  W e  a p p o r t i o n  t h e  t a x ,  n o t  

s o u r c i n g  t h e  i n c o m e .

M a l o n e :  I n  o t h e r  w o r d s ,  i f  y o u  w e r e  A l a s k a n  a n d  y o u  w e r e  p a y i n g

t a x e s  o n  $ 5 0 , 0 0 0  o f  i n c o m e ,  y o u  p a y  a  c e r t a i n  r a t e  o n  $ 5 0 , 0 0 0  

w o r t h  o f  i n c o m e .  I f  y o u ' r e  a  n o n - r e s i d e n t  w o r k i n g  i n  A l a s k a  

a n d  y o u  m a d e  $ 5 0 , 0 0 0  d u r i n g  t h e  y e a r  a n d  $ 2 5 , 0 0 0  o f  t h a t  i s  

i n  A l a s k a ,  y o u ' r e  g o i n g  t o  b e  p a y i n g  t h e  s a m e  r a t e  t h e  

A l a s k a n  i s  o n  t h e  $ 2 5 , 0 0 0 .  Y o u ' r e  g o i n g  t o  b e  p a y i n g  a t  t h e  

h i g h e r  b r a c k e t  b e c a u s e  y o u r  h i g h e r  t o t a l  i n c o m e  p u t s  y o u  i n  

t h a t  b r a c k e t ,  i n s t e a d  o f  o n l y  c o u n t i n g  t h e  A l a s k a  i n c o m e ,  

w h i c h  w o u l d  p u t  y o u  i n  a  m u c h  l o w e r  e f f e c t i v e  t a x  r a t e .  S o  

t h a t ' s  t h e  c h a n g e  i n  t h i s  b i l l  t h a t  w e  t h i n k  i s  a  f a i r  w a y ,  

b y  t h e  w a y ,  o f  t r e a t i n g  e v e r y o n e  t h e  s a m e .  I f  t h e y ' r e  i n  

t h e  s a m e  t a x  b r a c k e t ,  w e  d o n ' t  c a r e  w h e r e  t h e y  g e t  t h e  m o n e y ,  

t h e y  p a y  a t  t h e  s a m e  r a t e ,  b u t  t h e y  d o n ' t  p a y  o n  a n y  m o r e  

i n c o m e  t h a n  t h e y  w o u l d  a c t u a l l y  e a r n  i n  A l a s k a .
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F r a n k :  T h i s  f o r m  i s  m a r k - l i n e  a p p o r t i o n i n g .

H a n s o n :  Y e s ,  e x a c t l y .  W e ' r e  a p p o r t i o n i n g  . . .

[ U n k n o w n ] :  I t ' s  g o o d  f o r  t h e  o i l  c o m p a n i e s ,  i t ' s  g o o d  f o r  t h e

[ i n d i s c e r n i b l e ] .

H a n s o n :  W e ' r e  a p p r o r t i o n i n g  t h e i r  t a x  b a s e d  o n  t h e i r  i n c o m e ,

o k a y .

F r a n k :  N o  s e p a r a t e  a c c o u n t i n g ?

H a n s o n :  N o ,  e x a c t l y ,  a n d  t h i s  L i n e  1 4 ,  I  m i g h t  a d d ,  t h a t  t h i s

c r e d i t  i s  a g a i n  f o r  r e s i d e n t s  t h a t  w o r k  o u t  o f  s t a t e  t h a t

p a y  i n c o m e  t a x  i n  o t h e r  s t a t e s  a n d  t h a t ' s  g o i n g  t o  b e  l i m i t e d  

t o  w h a t  t h e  t a x  w o u l d  h a v e  b e e n  i n  t h e  s t a t e .  W e  h a v e  a  

n e a t  l i t t l e  f o r m u l a  t o  d o  t h a t  w o r k s  o u t .

C h a i r m a n :  R e p r e s e n t a t i v e  B r o w n .

B r o w n :  T h a n k  y o u .  I ' m  l o o k i n g  a t  P a g e  6  a n d  t h e  e f f e c t i v e  t a x

r a t e s  a n d  I ' m  s t i l l  j u s t  n o t  c l e a r  w h y  i t  i s  t h e  s i n g l e

p e r s o n  p a y s  a  h i g h e r  e f f e c t i v e  t a x  r a t e  i n  e v e r y  c a t e g o r y .

H a n s o n :  O k a y .  W h y  t h a t  w o r k s  m e c h a n i c a l l y  i s  b e c a u s e  t h e i r

b r a c k e t  b r e a k d o w n ,  w h e r e  t h e y ' r e  g o i n g  t o  b e  t a x e d  a t  t h e  

h i g h e r  r a t e s  i s  a t  $ 3 0 , 0 0 0 ,  a s  o p p o s e d  t o  a  m a r r i e d  f i l i n g  

j o i n t  w h i c h  i s  a t  $ 5 0 , 0 0 0 .  T h a t ' s  h o w  i t  w o r k s .  W h e n  w e  

d e s i g n e d  t h i s  b i l l ,  a g a i n ,  w e  l o o k e d  a t  w h a t  t h e  f e d e r a l  t a x  

p o l i c y  i s  a s  f a r  a s  w h e r e  t h e y  h a d  t h e i r  b r a k e t s  b r e a k p o i n t s  

a n d  w e  u s e d  t h o s e  s a m e  n u m b e r s ,  t h o s e  s a m e  p e r c e n t a g e s  

w h e r e  o u r  b r a c k e t  b r e a k p o i n t s  w e r e  g o i n g  t o  c o m e  i n t o  p l a c e .  

A g a i n ,  i f  . . .

B r o w n :  D o  y o u  t h i n k  t h a t ' s  . . .

H a n s o n :  R e a s o n a b l e ?
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H a n s o n :  P e r s o n a l l y ,  I  d o ,  y e s .

B r o w n :  D i s c r i m i n a t e s  a g a i n s t  s i n g l e  p e o p l e ?

H a n s o n :  N o ,  I  d o n ' t ,  p e r s o n a l l y .  I t ' s  a  p o l i c y  d e c i s i o n  w h i c h ,  

y o u  k n o w ,  y o u  g u y s  d e c i d e .  I  d o n ' t  p e r s o n a l l y ,  n o .

C h a i r m a n :  R e p r e s e n t a t i v e  F r a n k .

F r a n k :  I  g u e s s  i t ' s  c l e a r  t h a t  i t  d i s c r i m i n a t e s  a g a i n s t  s i n g l e

p e o p l e ,  t h e  q u e s t i o n  i s  w h e t h e r  i t ' s  f a i r  [ i n d i s c e r n i b l e ] ,

H a n s o n :  Y e a h .  I t ' s ,  t h a t ' s  a  q u e s t i o n  [ i n d i s c e r n i b l e ] .

B r o w n :  W h y  d o  y o u  t h i n k  i t ' s  f a i r  t o  d i s c r i m i n a t e  a g a i n s t  s i n g l e

p e o p l e ?

H a n s o n :  I ' m  t h i n k i n g  a b o u t  m y  w i f e  r i g h t  n o w .  N o ,  I  s h o u l d n ' t

h a v e  s a i d  t h a t .  I  d o n ' t  t h i n k  w e  a r e  d i s c r i m i n a t i n g  a g a i n s t  

p e o p l e ,  s i n g l e  p e o p l e ,  i n  t h a t ,  I  r e a l l y  d o n ' t  h a v e  a n  a n s w e r  

f o r  t h a t ,  b u t  I  d o n ' t  f e e l  w e ' r e  d i s c r i m i n a t i n g .

B r o w n :  W a s  t h i s  d i s c u s s e d  a t  a l l  i n  t h e  A d m i n i s t r a t i o n ' s  d e l i b ­

e r a t i o n s  o n  t h e  p r o p o s a l ?

H a n s o n :  Y e s .

M a l o n e :  O h ,  y e s .

H a n s o n :  A  l o t ,  a n d  w e  h a v e  q u i t e  a  b i t  o f  d i s c u s s i o n  w r i t t e n  u p  

i n  s u m m a r y  p a g e s  o n  t h a t  a n d  I  j u s t  c a n ' t  c o m e  o u t  w i t h  a n  

a n s w e r  r i g h t  n o w .  I ' m  s u r e  t h e r e ' s  a  g o o d  o n e  s o m e w h e r e .

U n k n o w n :  T h e y  w e r e  a l l  m a r r i e d .

C h a i r m a n :  M r .  M a l o n e .

M a l o n e :  M r .  C h a i r m a n .  I n  f a c t ,  t h e r e  w a s  a  s u b s t a n t i a l  a m o u n t

o f  d i s c u s s i o n .  I n  f a c t ,  i t ' s  o n e  o f  t h e  p o i n t s  t h a t  s t r u c k  

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

Brown: Yeah. Do you think that ...
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d i s c r i m i n a t e  a g a i n s t  a n y  p a r t i c u l a r  m a r i t a l  s t a t u s .  I n  

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

s e l e c t i o n  o f  t h e  r a t e s  a n d  h o w  t h e y ' r e  g o i n g  t o  a p p l y ,  o n e  

o f  t h e  r e a s o n s  w e ' r e  m a k i n g  t h i s  d e c i s i o n  w a s  t h a t  i t  a c t u a l l y ,  

b e c a u s e  o f  w h e r e  t h e ,  h o w  t h e  f e d e r a l  r e t u r n s  a r e  p r e p a r e d ,  

i t  m a k e s  i t  a  g r e a t  d e a l  e a s i e r  t o  a d m i n i s t e r  t h i s  t a x  b y  

s e t t i n g  t h e s e  c h a n g e s  w h e r e  t h e y  a r e  n o w .  I t  d o e s n ' t  m e a n  

w e  c o u l d n ' t  e n f o r c e  t h e  t a x  b y  c h a n g i n g  t h e  b r e a k p o i n t s .  

O b v i o u s l y ,  w e  c o u l d .  B u t  t h a t ' s  o n e  o f  t h e  c o n s i d e r a t i o n s  

i n  i t  a n d  t h e  o t h e r  i s  t h a t  w h e n  y o u  m a k e  t h e  c h a n g e ,  i f  y o u  

m a k e  t h e  c h a n g e  a n d  w a n t  t o  k e e p  t h e  c h a n g e d  r e v e n u e  n e u t r a l ,  

o b v i o u s l y  y o u ' r e  g o i n g  t o  b e  r a i s i n g  r a t e s  s o m e p l a c e  e l s e  

a n d ,  s o ,  a f t e r  g o i n g  t h r o u g h  t h a t  w h o l e  d i s c u s s i o n  a  c o u p l e  o f  

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

a n d  t h e  G o v e r n o r ,  d e c i d e d  i t  w a s n ' t  w o r t h  i t  t o  m a k e  t h a t  

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

C h a i r m a n :  R e p r e s e n t a t i v e  B r o w n .

B r o w n :  O n  t h e  p o i n t  o f  t h e  n e c e s s i t y  o f  k e e p i n g  i t  r e v e n u e

n e u t r a l ,  i t  s e e m e d  l i k e  f r o m  t h e  c h a r t s  w e  w e n t  t h r o u g h  

e a r l i e r  t h a t  e v e n  i n  t h e  o u t  y e a r s ,  t h r e e ,  f o u r  f i v e  y e a r s  

f r o m  n o w ,  d o  y o u  f e e l  t h a t  w e  a b s o l u t e l y  h a v e  t o  h a v e  t h e  

f u l l  a m o u n t  t h a t ' s  p r o j e c t e d  t o  b e  r a i s e d  b y  t h i s ?

M a l o n e :  M r .  C h a i r m a n ,  I  c a n ' t  a n s w e r  t h a t  q u e s t i o n .  I  t h i n k

t h a t  t h e  t h e o r y  b e h i n d  t h e  i n c o m e  t a x  i s  t o  a d d  a n o t h e r  

e l e m e n t  t o  o u r  o v e r a l l  S t a t e  r e v e n u e s .  O n e  t h a t  i s  m o r e  

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

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

s u b s t a n t i a l l y  l e s s  t h a n  w h a t  w o u l d  h a v e  b e e n  r a i s e d  b y  t h e  

p r e v i o u s  i n c o m e  t a x  i f  i t  w e r e  s t i l l  o n  t h e  b o o k s .  I t  w o u l d  

h a v e  r a i s e d  a b o u t  $ 4 0 0  m i l l i o n  a  y e a r  n o w  a s  c o n t r a s t e d  w i t h  

t h i s  t a x .  N o w ,  t h a t ' s  o n e  o f  t h e  c o n s i d e r a t i o n s  t h a t  w e  

l o o k e d  a t .  I f  w e  w e n t  b a c k  t o  t h e  s a m e  e f f e c t i v e  t a x  r a t e s ,  

w h y  n o t  j u s t  d o  t h a t  a g a i n  a n d  d e c i d e d  n o t  t o  d o  t h a t  t o  

p l a c e  A l a s k a  l o w e r  d o w n  a n d  n o t  n e c e s s a r i l y  t o  s a y  t h a t  

w e ' r e  g o i n g  t o  u s e  t h e  i n c o m e  t a x ,  i n  e f f e c t  y o u  m i g h t  s a y ,  

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

n e e d e d  i n  f u t u r e  y e a r s  o r  w h e t h e r  m i n o r  a d j u s t m e n t s  m i g h t  b e  

r e f l e c t e d  b y  c h a n g i n g  t h e  r a t e s ,  t h e  i n c o m e  l e v e l s  a t  w h i c h  

t h e  r a t e s  c h a n g e s  a r e  e s s e n t i a l  t h r e e  o r  f o u r  y e a r s  i n  t h e  

f u t u r e .  O f  c o u r s e ,  i t ' s  s o m e t h i n g  l i k e  t h e  e c o n o m i s t ' s  

p r o j e c t i o n  o f  t h e  j o b s .  I  m e a n ,  w e ' v e  g o t  l i k e  a  c o u p l e  

h u n d r e d  t h o u s a n d  j o b s  i n  A l a s k a  a n d  I  d o n ' t  k n o w  i f  t h e y  

r e a l l y  c a n  c a l l  i t  w i t h i n  o n e - h a l f  o f  o n e  p e r c e n t .  I  t h i n k  

t h e i r  r e l a t i v e  e f f e c t s  o f  w h a t  t h e y ' r e  t a l k i n g  a b o u t  a r e  

p r o b a b l y  r i g h t  a n d  t h e  r e l a t i v e  e f f e c t s  o f  m a k i n g  a  c h a n g e  

i n  t h e  r e v e n u e s  f r o m  t h e  i n c o m e  t a x  o f  $ 4  o r  $ 5  m i l l i o n  b y  

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

o r  m e  t o d a y ,  w h a t ' s  i t  e f f e c t s  a r e  i n  t h e  b u d g e t  a s  a  

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

i s  $ 6  m i l l i o n  w o r t h  t o  t h e  b u d g e t .  W e l l ,  i t ' s  h a r d  t o  s a y .  

I f  i t ' s  m y  p r o j e c t ,  i t ' s  a  l o t ;  o t h e r w i s e  i t  m i g h t  n o t  c o u n t .

C h a i r m a n :  C o n t i n u e .
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H a n s o n :  M r .  C h a i r m a n .  I ' l l  j u s t  t a k e  a  m i n u t e  t o  s h o w  y o u  t h e

b o t t o m  l i n e ,  s o  t o  s p e a k ,  h o w  m u c h  w e ' r e  g o i n g  t o  p a y .  I n  

t h i s  i n s t a n c e ,  o n  $ 2 5 , 0 0 0  o f  i n c o m e ,  a  f a m i l y  o f  f o u r  w i t h  a  

$ 3 , 0 0 0  e x e m p t i o n  i s  a c t u a l l y  g o i n g  t o  p a y  $ 4 1 5  i n  s t a t e  i n c o m e  

t a x .  A s  a  c o m p a r i s o n  h e r e ,  I  t h i n k  t h e y  w e r e  u s i n g  t h i s  f o r  

o t h e r  p u r p o s e s  b u t  I ' l l  s h o w  t h a t  a l s o .  T h e  P e r m a n e n t  F u n d  

d i v i d e n d s  w o u l d  b e  $ 3 , 1 8 8  i n  t h i s  f a m i l y  o f  f o u r .  A  m a r r i e d  

c o u p l e  w i l l  p a y  $ 6 0 7  i n  i n c o m e  t a x  a n d  a  s i n g l e  p e r s o n  w i l l  

p a y  $ 7 0 5  i n  i n c o m e  t a x .  J u s t  t o  s h o w  y o u  h o w  t h a t  w o r k s  o n  

t h e  h i g h  a r e a ,  w h e r e  w e  w o u l d  h a v e  t h e  b r a c k e t  b r e a k p o i n t  

k i c k  i n  a n d  o u t .  A  f a m i l y  o f  f o u r  w o u l d  b e  p a y i n g  $ 1  , 2 5 1  i f  

t h e y  e a r n e d  i n c o m e  o f  $ 5 0 , 0 0 0  a n d  t h e y  w o u l d  r e c e i v e  $ 3 , 1 8 8  

i n  P e r m a n e n t  F u n d  d i v i d e n d s .  A  m a r r i e d  c o u p l e ' s  t a x  l i a b i l i t y  

w o u l d  b e  $ 1 , 4 2 5  a n d  a  s i n g l e  i n d i v i d u a l  w o u l d  b e  $ 1 , 9 3 0 .  

A l s o  i n  t h e  h a n d o u t  w e  g a v e  y o u ,  t h e r e ' s  a  s u m m a r y  t a x  

l i a b i l i t y  p e r  t a x a b l e  i n c o m e  s o  a  p e r s o n  o n  p a g e  8  w a n t e d  t o  

s a y ,  " W e l l ,  h o w  m u c h  a m  I  g o i n g  t o  p a y ? "  A l l  y o u  w o u l d  h a v e  

t o  d o  i s  l o o k  a t  t h i s  c h a r t  a n d  i t  w i l l  t e l l  y o u  s p e c i f i c a l l y  

w h a t  y o u r  t a x  l i a b i l i t y  w o u l d  b e .  I s  t h e r e  a n y  o t h e r  

q u e s t i o n s  I  c o u l d  a n s w e r .

C h a i r m a n :  F u r t h e r  q u e s t i o n s .  T h a n k  y o u ,  S i r .

C h a i r m a n :  I s  t h e r e  a n y  o t h e r  m e m b e r s  t h a t  h a v e  a n y  f u r c h e r

q u e s t i o n s  o n  t h i s  b i l l ?  I s  t h e r e  a n y b o d y  f r o m  t h e  p u b l i c  

t h a t  w o u l d  l i k e  t o  t e s t i f y  o n  t h e  b i l l ?  A t  t h i s  t i m e  t h e  

C h a i r  m o v e s  C o m m i t t e e  S u b s t i t u t e  f o r  H o u s e  B i l l  # 1 5 4  S t a t e  

A f f a i r s  t o  A u d i t  C o m m i t t e e .  I s  t h e r e  a n y  o b j e c t i o n s ?

B r o w n :  O b j e c t .
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C h a i r m a n :  Y e s .

B r o w n :  I n  t h i n k i n g  a b o u t  t h i s ,  y o u  k n o w ,  I ' v e  b e e n  a  s u p p o r t e r

o f  t h i s  p r o p o s a l  a n d  i n  t h e  l a s t  w e e k  I ' v e  b e e n  c o n t a c t e d  b y  

a  l o t  o f  p e o p l e  i n  m y  d i s t r i c t ,  s e v e r a l  s p e c i f i c a l l y  r a i s i n g  

t h e  i s s u e  a b o u t ,  o r  t h e r e  h a v e  b e e n  a  n u m b e r  o f  i s s u e s  r a i s e d  

a b o u t  i t ,  b u t  o n e  t h a t  I ' m  c o n c e r n e d  a b o u t  i s  t h e  e f f e c t  o f  

t h e  t a x  o n  s i n g l e  p e o p l e  b e c a u s e  i t  s e e m s  t o  m e  t h a t  i t  d o e s  

d i s c r i m i n a t e  a g a i n s t  s i n g l e  p e o p l e  a n d  I  j u s t  w o n d e r e d  d o  w e  

r e a l l y  n e e d  t o  a c c e p t  t h e  f e d e r a l  t a x  j u s t  f o r  e a s e  o f  

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

p u r s u i n g  t h a t ,  I  w o u l d  w o r k  w i t h  t h e  A d m i n i s t r a t i o n  t o  d r a f t  

a n  a m e n d m e n t .  I  d o n ' t  h a v e  a n  a m e n d m e n t  p r e p a r e d  t o  d o  t h a t  

b u t  I  w o u l d  l i k e  t o  m a k e  t h a t  a t t e m p t  t o  o f f e r  t h a t  a m e n d m e n t  

a n d  I  t h i n k  t h i s  C o m m i t t e e  w o u l d  b e  a  b e t t e r  f o r u m  f o r  t h a t  

d i s c u s s i o n  t h a n  s u b s e q u e n t  o p p o r t u n i t i e s .

C h a i r m a n :  I  t h i n k  t h a t  p a r t i c u l a r  o p p o r t u n i t y  s t i l l  l i e s  o n  t h e

H o u s e  f l o o r  o n  t h i s  p i e c e  o f  l e g i s l a t i o n .  Y e s ,  R e p r e s e n t a t i v e  

R i e g e r .

R i e g e r :  T h a n k  y o u ,  M r .  C h a i r m a n .  I  j u s t  w a n t e d  t o  s a y ,  I  s u r e

d o n ' t  o p p o s e  t h i s  b i l l  g o i n g  o u t  o f  c o m m i t t e e ,  b u t  I ' m  n o t  

i n  f a v o r  o f  t h e  b i l l  a n d  I  n o t i c e  t h a t  i n  t h e  c h a r t s  t h a t  

w e ' v e  s e e n  a n d ,  y o u  k n o w ,  t h e  f l o w s  o f  f u n d s  b a c k  a n d  f o r t h  

t h a t  g o  i n  t h e r e  o n e  o f  t h e  b i g g e s t  t h i n g s  t h a t  t h e y ' r e  

t r y i n g  t o  d o  i s  t o  p u t  s o m e  e x t r a  m o n e y  i n  a  b u d g e t  r e s e r v e  

f u n d  b u t  I  t h i n k  w e  a l l  k n o w  h o w  l o n g  a  b u d g e t  r e s e r v e  f u n d  

l a s t s .  W e  p u t  m o n e y  i n t o  a  b u d g e t  r e s e r v e  f u n d  l a s t  y e a r .  

T h e  v e r y  f i r s t  t h i n g  w e  d i d  w h e n  w e  g o t  d o w n  h e r e  w a s
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i m m e d i a t e l y  d u m p  i t  a l l  r i g h t  b a c k  i n t o  t h e  G e n e r a l  F u n d  a n d  

I  t h i n k  t h a t  u n t i l  t h e r e ' s  a  n e w  s p e n d i n g  l i m i t  e n a c t e d  

w h i c h  w i l l  h o l d  s p e n d i n g  c o n s t a n t ,  i n c r e a s e d  r e v e n u e s  w i l l  

l e a d  d i r e c t l y  t o  i n c r e a s e d  s p e n d i n g  a n d  I  t h i n k  t h e  b u d g e t  

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

C h a i r m a n :  T h e  m o t i o n  i s  n o t  t o  r e f l e c t  w h a t  y o u r  v o t e  c o u l d  b e

o n  t h e  i n c o m e  t a x ,  i t ' s  j u s t  t h e  m o v e m e n t  o f  t h i s  p a r t i c u l a r  

b i l l  f r o m  t h e  C o m m i t t e e .  R e p r e s e n t a t i v e  F r a n k .

F r a n k :  I  w a s  j u s t  g o i n g  t o  s a y  t h a t  I ' d  b e  h a p p y  t o  w o r k  w i t h

R e p r e s e n t a t i v e  B r o w n  t o  d o  c o m m i t t e e  w o r k  o n  t h e  f l o o r ,  y o u  

k n o w .

M a l o n e :  M r .  C h a i r m a n .

C h a i r m a n :  C o m m i s s i o n e r .

M a l o n e :  M r .  C h a i r m a n .  O f  c o u r s e ,  I ' m  c e r t a i n l y  w i l l i n g  t o  w o r k

w i t h  p e o p l e  t h a t  w a n t  t o  g e t  t h e  i n f o r m a t i o n  t o  p e o p l e  l i k e  

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

D e p a r t m e n t  o f  R e s o u r c e s  c a n  d o  i t  a n d  t h i s  i s s u e  t h a t ' s  b e e n  

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

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

t o  t h e  b i l l ,  s o  t h e  i n f o r m a t i o n  i s  a v a i l a b l e .

A d a m s :  I f ,  i n  f a c t ,  t h i s  b i l l  d o e s  n o t  g e t  t o  t h e  f l o o r  t h i s

p a r t i c u l a r  s e s s i o n ,  I ' l l  b e  m o r e  t h a n  h a p p y  t o  w o r k  o n  y o u r  

s i n g l e  s t a t u s  i n  t h e  i n t e r i m .

B r o w n :  F o r  t h e  r e c o r d ,  I  w i l l  d e c l a r e  f o r  a n y b o d y ' s  i n t e r e s t ,  I

a m  a  s i n g l e  p e r s o n .

U n k n o w n :  S o  y o u  p o s t e d  n o t i c e ,  M r .  C h a i r m a n .

C h a i r m a n :  R e p r e s e n t a t i v e  B o y e r .
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B o y e r :  M r .  C h a i r m a n ,  I ' d  b e  c u r i o u s  t o  k n o w  w h e t h e r  o r  n o t  t h e

a m e n d m e n t  t h a t ' s  b e i n g  a s k e d  f o r  i s  s o m e t h i n g  t h a t  y o u  c o u l d  

m a k e  n o w  a s  w e  h a v e  i t  b e f o r e  c o m m i t t e e ,  a g a i n ,  n o t  t o  

p r e j u d i c e  a n y b o d y ' s  v o t e  o n  t h e  t h i n g ,  b u t  i f  i t ' s  s o m e t h i n g  

w e  c o u l d  a c c o m m o d a t e  h e r e  a n d  h a v e  a  v o t e  o n  t h a t  m e a s u r e  

t o d a y ,  w e  w o u l d  a v o i d  h a v i n g  t o  d e a l  w i t h  i t  i n  R u l e s  o r  o n  

t h e  f l o o r .  I t  s o u n d s  t o  m e  l i k e  i t ' s  a  r e l a t i v e l y  e a s y  

t h i n g  a n d  y o u  p r o b a b l y  h a v e  t h e  l a n g u a g e ,  i f  n o t  o n  t h e  t o p  

o f  y o u r  h e a d ,  f a i r l y  c l o s e .

H a n s o n [ ? ] :  M r .  C h a i r m a n .

C h a i r m a n :  Y e s .

H a n s o n [ ? ] :  I t  i s n ' t  h a r d ,  b u t  i t ' s  n o t  s i m p l e .  I t  a f f e c t s  a l l

o f  t h e  b r a c k e t s  w h e n  y o u  d o  t h i s .  T h e  a d m i n i s t r a t i o n  o f  t h e  

t a x  o u t ,  i t ' s  g o i n g  t o  a f f e c t  a l l  t h e  b r a c k e t s  i n  t h e  r e l a t i v e  

p l a c e s  t h a t  y o u  m a k e  t h e  b r e a k p o i n t s  . . .  [ E N D  O F  T A P E  1 ,  

S I D E  2 ] .
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THE CASE AGAINST INCOME TAXES 

By Rep . T e r r y  M a r t in

T h e y  s a y  i t  was i n d i v i d u a l  p r i d e  o f  a c h ie v e m e n t t h a t  
d e v e lo p e d  A la s k a .  The  m i r a c le  o f  A la s k a  was fo r g e d  when m e n 's  
and  w om en 's  d re am s  p u t  on  w o rk  c lo t h e s  a nd  t h e  p io n e e r s  s e t  
f o r t h  a rm ed  o n ly  w i t h  s e l f - e s t e e m ,  a m b i t io n  and  r e s o lv e  t o  
co m p e te  a n d  e x c e l  on  t h e i r  own.

How i r o n i c  i t  i s  to d a y  t h a t  some o f  th e s e  same p e o p le  o r  
t h e i r  c h i l d r e n  a r e  d em and in g  c a s h  h a n d o u ts  b e ca u se  th e y  
a r r i v e d  f i r s t .

E dw a rd  G ib b o n  w r o te  a b o u t th e  A th e n ia n s ,  "T h e y  w a n te d  
c o m fo r t a b le  l i f e  a n d  th e y  l o s t  i t  a l l  -  s e c u r i t y ,  c o m fo r t  and  
f re e d o m . When th e y  f i n a l l y  w a n te d  n o t  t o  g iv e  t o  s o c ie t y ,  b u t  
f o r  s o c ie t y  t o  g iv e  t o  th e m ; when th e  fre e d o m  th e y  w o rk e d  f o r  
was fre e d o m  f r o m  r e s p o n s i b i l i t y ,  A th e n s  c e a se d  t o  b e  f r e e  and  
was n e v e r  f r e e  a g a in . "  T h e y  le a r n e d  t h a t  when th e  p e o p le  
f a i l e d  t o  e x e r c is e  t h e i r  c o n t r o l  o v e r  g o v e rn m e n t, t h e  p u b l i c  
s e r v a n t s  t u r n e d  t o  p u b l i c  m a s te r s .

The  q u e s t io n  i s  -  When d o e s  a w e l f a r e  s t a t e  d e s t r o y  th e  
f r e e  s o c ie t y  t h a t  e s t a b l i s h e d  i t ?  F o r ,  i t  i s  t h e  s o b e r  t r u t h
t h a t ,  a s  lo n g  a s  g o v e rn m e n t c a re s  f o r  t h e  p e o p le ,  t h e  p e o p le
w i l l  n o t  c a r e  f o r  th e m s e lv e s .  Some g r e a t  s o c ie t i e s  o f  t h e  
p a s t  -  Rome, A th e n s ,  G re a t  B r i t a i n  -  t h e r e  p e o p le  h a ve  le a r n e d  
t h a t  n o t h in g  i s  f r e e ;  t h a t  s o c ia l i s m  p u l l s  fe w  u p , b u t  d ra g s  
many d ow n . A nd  a t o t a l l y  u n n e c e s s a ry  t a x ,  u s e d  t o  p ro p  up  
s u c h  a  s y s te m , i s  n o t h in g  m o re  th a n  p u n is h m e n t f o r  w o r k in g .

W heneve r t h e  g o v e rn m e n t sp e n d s  o r  ta x e s  a s in g l e  d o l l a r  
m o re  th a n  i t  n e e d s , i t  s p r o u t s  a n o th e r  se e d  o f  p o is o n o u s  
i n f l a t i o n .

L o o k in g  t o  g o v e rn m e n t f o r  " s e c u r i t y "  d e s t r o y s  th e  s e l f -  
r e l i a n c e  t h a t  b u i l t  A m e r ic a  and  A la s k a .  You c a n n o t v o te
y o u r s e l f  s e c u r i t y  -  y o u  m u s t e a rn  i t .  And y o u  c a n n o t b r i b e
p o v e r t y  t o  go  away -  yo u  m u s t w o rk  i t  t o  d e a th .

T he  e n c o u ra g e m e n t o f  p r e s s u r e  g ro u p s  t o  " g e t  t h e i r s "  a t  
t h e  e x p e n s e  o f  t h e  w o r k in g  p e o p le  -  b y  t h r e a t e n in g  e le c t e d  
o f f i c i a l s  w i t h  d e f e a t  -  w i l l  d e s t r o y  th e  s e l f - r e l i a n t  c la s s  
and  t h e  w i l l  t o  a c h ie v e .  I f  t h e  s t a t e  l e g i s l a t u r e  had  m ore  
c o n f id e n c e  i n  a h a r d -w o r k ,  f r e e - e n t e r p r i s e  f u t u r e  th a n  i n  a 
c a s h - f o r - v o t e  p r e s e n t ,  t h e r e  w o u ld  b e  a g lo r i o u s  A la s k a n  
f u t u r e ,  and  i t  c o u ld  s t a r t  now .



We h a ve  a l r e a d y  i n d i r e c t l y  p a id  a t a x  t o  th e  s t a t e  b y  
p a y in g  f o r  t h e  h ig h  c o s t  o f  o i l .  The s t a t e  s a v e d  th e s e  ta x e s  
i n  t h e  name o f  t h e  P e rm a n e n t F und .

T h e re  w i l l  a lw a y s  be  some i n d i g e n t ,  s i c k  o r  o ld  who 
c a n n o t  p r o d u c e ;  t h e y  m u s t be  ta k e n  c a r e  o f  b y  t h e  r e s t  o f  u s ,  
o f  c o u r s e .  B u t t h a t  i s  c h a r i t y ,  w h ic h  i s  r i g h t ;  n o t  s e c u r i t y ,  
w h ic h  i s  n o t  a r i g h t ,  b u t  i s  o f  o u r  own i n d i v i d u a l  d o in g ,  
e a rn e d  b y  o u r  h a rd  w o r k .

INCOME TAX

The  f i r s t  in c om e  t a x ,  i n  th e  m ode rn  s e n s e , was im p o s e d  i n  
E n g la n d  b y  W i l l i a m  P i t t  i n  1799 t o  h e lp  p a y  f o r  t h e  w a rs  w i t h  
N a p o le o n . I t  was a b o l is h e d  a f t e r  t h e  p e a c e  o f  A m ie n s  i n  1 8 0 2 . 
T he  f o l l o w in g  y e a r ,  when w a r a g a in  b r o k e  o u t  w i t h  F ra n c e ,  t h e  
t a x  was re im p o s e d . A f t e r  W a te r lo o ,  i t  was a g a in  a b o l is h e d .  
T h e n , i n  1 8 4 2 , t h e  B r i t i s h  g o v e rn m e n t a d o p te d  t h e  in c o m e  t a x  
a s  a p e rm a n e n t f e a t u r e  o f  i t s  re v e n u e  s y s te m .

I n  1 8 6 1 , t h e  U n i t e d  S ta te s  g o v e rn m e n t l e v i e d  a t a x  on 
in c o m e  f o r  t h e  f i r s t  t im e  i n  i t s  h i s t o r y .  A l l  in c o m e  i n  
e x c e s s  o f  $ 8 0 0 .0 0  was ta x e d  a t  a 3 p e r c e n t  r a t e .  T h is  w a r t im e  
t a x  was a b o l is h e d  a f t e r  t h e  C i v i l  W ar w as o v e r .

T he  1 6 th  am endm ent t o  t h e  c o n s t i t u t i o n ,  l e g a l i z i n g  
f e d e r a l  in c o m e  ta x e s  a s  a  p e rm a n e n t f u n d - r a i s i n g  d e v ic e ,  was 
a d o p te d  i n  1 9 1 3 . I t  b e gan  a s  an  am endm ent t o  a b i l l  i n  
C o n g re s s  lo w e r in g  t h e  t a r i f f  on  im p o r t s .  The  id e a  was t h a t  
t h e  s m a l l  d e f i c i t  f r o m  re d u c e d  t a r i f f  r e c e i p t s  c o u ld  be  ta k e n  
c a re  o f  b y  a  t i n y  t a x  on  p ro s p e ro u s  in c o m e s . On in c o m e s  f r o m  
$ 4 ,0 0 0  t o  $ 2 0 ,0 0 0  th .e  b i t e  was one  p e r c e n t .  Few p e o p le  made 
m o re  th a n  $ 4 ,0 0 0  p e r - y e a r  b a c k  th e n ,  a n d  t h a t  am oun t h a d  th e  
b u y in g  p o w e r o f  a t  l e a s t  $ 4 2 ,0 0 0 .0 0  i n  t o d a y 's  d o l l a r s .  S o , 
s in c e  t h e  t a x  d i d n ' t  e f f e c t  m o s t A m e r ic a n s ,  fe w  o p p o se d  th e  
id e a .  I t  d i d n ' t  seem im p o r t a n t .

W e l l ,  w h a t s t a r t e d  t h i s  w h o le  t a r i f f  b u s in e s s ,  anyw ay? 
When t h e  M oo rs  w e re  m a s te r s  o f  S p a in ,  t h e i r  s h ip s  w o u ld  l i e  i n  
w a i t  f o r  m e rc h a n t v e s s e ls  c o m in g  th r o u g h  t h e  S t r a i t s  o f  
G i b r a l t a r  b o u n d  f o r  I t a l y ,  G re e ce  a nd  E g y p t .  T he  M oo rs  w e re  
no f o o l s ,  a n d  in s t e a d  o f  p lu n d e r in g  t h e  v e s s e ls ,  t h e y  l e v i e d  a 
s o r t  o f  b la c k m a i l ,  w i t h  a f i x e d  s c a le  o f  p a ym e n t b a s e d  on  th e  
v a lu e  o f  t h e  c a r g o .  T h is  am oun t was d e te rm in e d  a t  t h e i r  p o r t  
o f  T a r i f a ;  t h u s  o r i g i n a t e d  t h e  w o rd  " t a r i f f . "  Some p e o p le  
s t i l l  t h i n k  a t a r i f f  i s  a fo rm  o f  p i r a c y ,  e ve n  a f t e r  a l l  th e s e  
y e a r s  o f  g o v e rn m e n t s a n c t io n .

The  h i s t o r y  o f  A la s k a 's  t a x  s y s te m  h a s  b e e n  d e s c r ib e d  as 
f o l l o w s  b y  C la u s  M. N a s ke , a p r o f e s s o r  o f  h i s t o r y  a t  U A -F :
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" T e r r i t o r i a l  A la s k a 's  t a x  s y s te m  c o n s is t e d  o f  a c o n g lo m ­
e r a t i o n  o f  h e te ro g e n o u s  ta x e s  im po sed  b y  b o th  C o n g re s s  and th e  
t e r r i t o r i a l  L e g is l a t u r e  f o r  d i f f e r e n t  p u rp o s e s ,  on  d i f f e r e n t  
b a s e s , w i t h  many fo rm s  o f  r a t e  s c h e d u le s  and  a  v a r i e t y  o f  
a d m in i s t r a t i v e  p r o v i s i o n s .

"C o n g re s s  im p o sed  th e  f i r s t  ta x e s  i n  re s p o n s e  t o  th e  g o ld  
ru s h e s  o f  t h e  l a t e  1 8 9 0 ' s .  I n  1 8 9 9 , i t  p a s s e d  a c r im in a l  code  
and  co d e  o f  c r im in a l  p ro c e d u re  t h a t ,  among o t h e r  t h i n g s ,  
im p o sed  some 43 l i c e n s e  ta x e s  o n  s p e c i f i c  b u s in e s s e s .

"C o n g re s s  p a s s e d  th e  s e c o n d  O rg a n ic  A c t  i n  1 9 1 2 , w h ic h ,  
among o t h e r  t h i n g s ,  g a ve  A la s k a  a t e r r i t o r i a l  L e g is l a t u r e  t o  
m ee t b i e n n i a l l y .  B e tw een  1913 and  1 9 4 8 , t h e  L e g is l a t u r e  
d e v e lo p e d  a t a x  s y s te m  o f  i t s  own. I t  ‘ c o n s is t e d  o f  a num be r 
o f  ta x e s  and  fe e s  l e v i e d  on  t h e  f i s h e r i e s  a nd  m in in g  in d u s ­
t r i e s ,  A la s k a 's  tw o  m a jo r  e c o n o m ic  a c t i v i t i e s .

" T h e re  a ls o  was an  i n h e r i t a n c e  t a x  a s  w e l l  a s  a p a tc h w o r k  
q u i l t  o f  m is c e l la n e o u s  b u s in e s s ,  p r o f e s s i o n a l ,  a nd  o c c u p a t io n ­
a l  ta x e s  and  f e e s .  I n  a d d i t i o n ,  t h e  t e r r i t o r y  a ls o  p a r t i c i ­
p a te d  i n  t h e  F e d e ra l S o c ia l  S e c u r i t y  P ro g ram  on  t h e  same b a s is  
as  th e  c o n t ig u o u s  s t a t e s ,  a n d  a f t e r  W o r ld  War I I ,  a t  t h e  
u r g in g  o f  T e r r i t o r i a l  G o v e rn o r  E r n e s t  G r u e n in g ,  t h e  t e r r i t o r i ­
a l  L e g is l a t u r e  p r o v id e d  a g e n e ro u s  V e te r a n 's  L oa n  and  Bonus 
P ro g ram  f in a n c e d  b y  a g e n e r a l  s a le s  t a x ,  1 p e r c e n t  o n  r e t a i l  
and  0 .5  p e r c e n t  on  w h o le s a le  s a l e s . "

" S t i l l  a n o th e r  c h a r a c t e r  o f  t h e  s y s te m  th e n  (a n d  now) was 
th e  n a r ro w n e s s  o f  t h e  t a x  b a s e , F o r  e x a m p le , t h e  t e r r i t o r i a l  
t a x  c o m m is s io n e r  r e p o r t e d  t h a t  d u r in g  t h e  c a le n d a r  y e a r s  1947 
and  1 9 4 8 , some 9 1 .2 5 . p e r c e n t  o f  t h e  t a x  re v e n u e s  c o l l e c t e d  
came f r o m  a m ere  f i v e  s o u r c e s .  The  s a lm o n  i n d u s t r y  
c o n t r i t u b e d  2 1 .2 5  p e r c e n t ,  l i q u o r  e x c is e  ta x e s  2 1 .3 1  p e r c e n t ,  
m o to r  f u e l  a n d  m o to r  v e h ic le s  1 5 .6 5  p e r c e n t ,  g r o s s  s a le s  t a x  
2 8 .8  p e r c e n t ,  a nd  th e  s c h o o l h e a d  t a x  4 .1 2  p e r c e n t . "

" T e r r i t o r i a l  r e s id e n t s  h a d  th e  h a b i t  o f  a s k in g  C o n g re s s  
f o r  p r o v i d i n g  fu n d s  f o r  a n y  num be r o f  s e r v ic e s .  The  f e d e r a l  
g o v e rn m e n t m a in ta in e d  A la s k a 's  j u d i c i a l  s y s te m , managed i t s  
f i s h  and  game r e s o u r c e s ,  p a id  t h e  s a l a r i e s  and  e x p e n s e s  o f  t h e  
t e r r i t o r i a l  L e g i s l a t u r e ,  b u i l t  i t s  r o a d s ,  t r a i l s  and  tra m w a y s  
and  e d u c a te d  i t s  N a t iv e  c h i l d r e n .  The t e r r i t o r y ,  i t  i s  t r u e ,  
made some m in o r  a n n u a l c o n t r i b u t i o n s  t o  some o f  th e s e  p r o ­
g ra m s . By a nd  l a r g e ,  h o w e v e r , t h e  t e r r i t o r y ' s  h a r d y  p io n e e r s  
e x p e c te d  U n c le  Sam t o  f o o t  t h e  b i l l  f o r  m o s t a c t i v i t i e s  
n o rm a l ly  c o n d u c te d  a n d  p a id  f o r  b y  t e r r i t o r i a l  and  l o c a l  
g o v e rn m e n t . "

"G o v e rn o r  G ru e n in g  b a t t l e d  f o r  10 y e a r s ,  f r o m  1939 u n t i l  
1 9 4 9 , f o r  a m o d e m  t a x  s y s te m . F i n a l l y ,  i n  t h e  l a t t e r  y e a r ,  
[ t h e ]  L e g is l a t u r e  p a s s e d  a m odem  t a x  s y s te m , i n c l u d in g  a 
p e r s o n a l  in c o m e  t a x . "
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T h is  in com e  t a x  was i n  e f f e c t  u n t i l  i t  was r e p e a le d  b y  
t h e  S t a t e  L e g is l a t u r e  i n  1 9 8 0 . I n  t o d a y 's  d e b a te  c o n c e r n in g  
t h e  r e im p o s i t i o n  o f  t h i s  t a x ,  p e o p le  seem t o  h a ve  f o r g o t t e n  
t h a t  t h e y  u s e d  t o  p a y  s t a t e  in com e  t a x ,  a nd  how  b ig  a b i t e  i t  
t o o k .  T h a t  was and  a lw a y s  s h o u ld  be t h e  f i r s t  d i r e c t  s h a re  o r  
b o n u s  A la s k a n s  r e c e iv e  a s  s h a r in g  t h e  s t a t e ' s  w e a l t h  f r o m  o i l  
r e v e n u e s .  T hose  who a r e  w o r k in g  c a n  lo o k  a t  t h e i r  p a y c h e c k  
and  se e  $ 0 .0 0  ta k e n  o u t  f o r  s t a t e  t a x e s .

A l l  w o r k in g  A la s k a n  c a n  com pu te  t h e i r  w e e k ly  o r  m o n th ly  
d iv id e n d  s im p ly  b y  m u l t i p l y i n g  t h e i r  F e d e ra l  w i t h h o ld in g  t a x  
b y  16%, t h e  am oun t o f  t h e  t a x  a t  t h e  t im e  o f  i t s  r e p e a l .  You 
may w a n t t o  se e  y o u r  t o t a l  t a x  d iv id e n d s  o v e r  t h e  y e a r s  s in c e
1 9 7 9 . To do  t h i s ,  j u s t  add  u p  y o u r  g r o s s  f e d e r a l  in c o m e  t a x  
f o r  t h e  l a s t  e i g h t  y e a r s ,  and  d e te rm in e  an a d d i t i o n a l  16% t h a t  
w o u ld  h a v e  gone  t o  t h e  S ta t e  c o f f e r s .

The  w o r k in g  p e o p le  o f  A la s k a  h a v e  s a v e d  m o re  t h a n  $ 1 .9  
b i l l i o n  i n  s t a t e  in com e  ta x e s  s in c e  t h e  ta x e s  w e re  r e p e a le d  i n
1 9 8 0 . On t h e  o t h e r  h a n d , a l l  p e r s o n s ,  s i x  m o n th s  i n t o  c o n c e p ­
t i o n  o r  o l d e r ,  h a ve  r e c e iv e d  a  t o t a l  o f  j u s t  u n d e r  $1 b i l l i o n  
i n  p e rm a n e n t fu n d  d iv id e n d  c h e c k s .

P ro p o n e n ts  o f  r e im p o s in g  t h e  in c o m e  t a x  a rg u e  t h a t ,  a t  4% 
t h e  t a x  w o u ld  b e  on  p a r  w i t h  w h a t o t h e r  s t a t e s  l e v y .  B u t  th e y  
o v e r lo o k  t h e  f a c t  t h a t  w i t h  a much h ig h e r  p e r  c a p i t a  in c o m e , 
a t  $ 1 7 ,7 0 0 , A la s k a n s  w o u ld  e nd  up  p a y in g  m o re  i n  h a r d  d o l l a r s .

F ig u r e  No . 1 i s  a g ra p h  d e v is e d  b y  t h e  G o v e r n o r 's  O f f i c e  
o f  M anagem en t a n d  B u d g e t ,  a nd  p u r p o r t s  t o  com pa re  t h e  in com e  
v a r io u s  f a m i l y  g r o u p in g s  w o u ld  r e c e iv e  f r o m  t h e  p e rm a n e n t fu n d  
t o  th e  am oun t t h e y  w o u ld  p a y  i n  p e r s o n a l  in c o m e  t a x .  The id e a  
b e h in d  i t  i s  t o  g r a p h i c a l l y  i l l u s t r a t e  how w e l l - o f f  t a x p a y e r s  
w i l l  b e  w i t h  t h e  PFD o f f s e t t i n g  t h e i r  t a x e s .  T h is  g ra p h  i s  
q u i t e  m is le a d in g .  Rem ember, y o u  m u s t f i r s t  i n c lu d e  th e  t o t a l  
PFD r e c e iv e d  i n  y o u r  g r o s s  in c o m e , w h ic h  c a u s e s  y o u r  ta x e s  t o  
i n c r e a s e .  S in c e  t h e  t a x  on  t h e  PFD i s  n o t  w i t h h e ld ,  y o u  w i l l  
p a y ,  e i t h e r  b y  r e c e i v i n g  a s m a l le r  f e d e r a l  r e f u n d ,  o r  b y  
s e n d in g  i n  a b ig g e r  c h e c k  w i t h  y o u r  1040 fo rm .

T he  c h a r t  i s  f u r t h e r  m is le a d in g ,  e s p e c i a l l y  f o r  s in g l e  
i n d i v i d u a l s  who m u s t p a y  f e d e r a l  t a x e s  on  t h e i r  PFD f i r s t ,  a t  
a n  a v e ra g e  o f  $15 p e r  $ 1 0 0 , o r  f r o m  a $800 PFD c h e c k ,  s u b t r a c t  
$ 1 2 0 .0 0 .  I n  t h i s  c a s e , t h e  i n d i v i d u a l  may r e c e iv e  $ 6 8 0 .0 0  
c l e a r  a f t e r  f e d e r a l  t a x e s ,  b u t  w o u ld  s t i l l  h a v e  t o  p a y  $705 t o  
t h e  s t a t e  in c o m e  t a x .

N e x t ,  m is g u id e d  a s s u m p t io n s  a r e  u s e d  t o  le a d  f a m i l i e s  and  
m a r r ie d  c o u p le s  i n t o  a c c e p t in g  t h e  t a x ,  in s t e a d  o f  r e d u c in g  
t h e  s iz e  o f  t h e  PFD c h e c k s .  The m a jo r  m is c o n c e p t io n  i s  n o t  
t a k in g  r e a l i t y  i n t o  c o m p u ta t io n .  I n  t h e  h ig h e s t  p e r c e n ta g e  o f  
c a s e s  f o r  f a m i l i e s  i n  A la s k a  b o th  p a r e n t s ,  o r  b o th  p a r t n e r s  i n  
a m a r r ie d  c o u p le ,  a r e  w o r k in g .  I n s t a n c e s  w h e re  a m u lt i -m e m b e r
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H o w  D o e s  T h e  T a x  O n  $ 2 5 , 0 0 0  I n c o m e  C o m p a r e  

W i t h  P F  D i v i d e n d s  R e c e i v e d  ?

$3500 t
$3000 ••

T a x  
P a i d  
a n d  

P F D s  
R e c e i v e d  $ 1 5 0 °

$ 1 0 0 0  +

PFD s
Received$3188

State
Income

Tax$415*
F a m i l y  O f  F o u r

P FD s
Received

$ 1 5 9 4

State
Income

Tax$607*
P FD s

Received

$ 797

State
Income

T ax

$ 70 5 *

l i t

M a r r i e d  C o u p l e S i n g l e  I n d i v i d u a l

* Net lux will be lower bucuu.se Mule lax is an allowable deduction in figuring federal lax 
liability. Oct. 1988 dividend estimated by f'J1 Corp. OMIJ/Division o f Policy, 3/12787.
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f a m i l y  u n i t  h a s  o n ly  one b re a d w in n e r  a r e  c l e a r l y  t h e  e x c e p ­
t i o n ,  n o t  t h e  r u l e .

S o , i n  c o m p u t in g  how y o u r  f a m i l y  w i l l  a c t u a l l y  a d va n ce  i n  
t o t a l  in c o m e , be  s u re  y o u  in c lu d e  t h e  t a x  t o  be  p a id  b y  ea ch  
w o r k in g  member o f  t h e  f a m i l y ,  a nd  s u b t r a c t  i t  f r o m  t h e  t o t a l  
d iv id e n d s  r e c e iv e d .

The s e co n d  m a jo r  f a c t o r  t o  be  aw a re  o f  i s  t h a t  th e s e  
c o m p a r is o n s  a r e  made o n  t a x  l e v e l s  o f  3 .2%  and  5 .7% . Once th e  
t a x  i s  i n t o  la w ,  how q u i c k l y  w i l l  i t  r i s e ?  I f  t h e  m o s t r e c e n t  
s t a t e  t a x  l e v e l  o f  16% i s  u s e d , how th e n  d oe s  y o u r  g ro s s  t a x  
l e v e l  com pa re  w i t h  PFD in com e?

When one  c o n s id e r s  t h e  tre m e n d o u s  am oun t o f  re v e n u e  th e  
S t a t e  o f  A la s k a  w i l l  r e c e iv e  d u r in g  FY 1988 (m o re  th a n  $3 
b i l l i o n )  i t  i s  i l l o g i c a l ,  i r r a t i o n a l ,  u n n e c e s s a ry  a n d , m o s t 
im p o r t a n t ,  u n j u s t i f i a b l e  t o  t a x  t h e  w o r k in g  p e o p le  o f  t h i s  
s t a t e .  S h o u ld  we re d u c e  th e  w o r k e r s  o f  A la s k a  t o  s la v e r y  t o  a 
g o v e rn m e n t t h a t  h a s  b i l l i o n s  o f  d o l l a r s  i n  s a v in g s ,  and  g iv e s  
o u t  h u n d re d s  o f  m i l l i o n s  o f  d o l l a r s  f o r  e v e r y  c o n c e iv a b le  
p u rp o s e ?

L a s t  y e a r ,  5 3 9 ,0 0 0  p e o p le  a p p l ie d  f o r  p e rm a n e n t fu n d  
d iv id e n d  c h e c k s .  O f t h a t  g ro u p ,  a p p r o x im a te ly  2 0 0 ,0 0 0  w o u ld  
p a y  an  in c o m e  t a x ,  i f  e n a c te d .  Rem ember, o n ly  w o r k in g  p e o p le  
p a y  t a x e s .  F o r  1987 ,. i t  i s  p ro p o s e d  t h a t  $364 m i l l i o n  be  
g iv e n  o u t  i n  d iv id e n d  c h e c k s .  T he  a v e ra g e  ta x p a y e r  w o u ld  h a ve  
t o  p a y  $1820 t o  e q u a l t h i s  g iv e a w a y . T h is  i s  10% o f  t h e  
a v e ra g e  wage e a rn e d  i n  A la s k a .

I s  i t  r e a l l y  f a i r ,  l o g i c a l  o r  e c o n o m ic a l ly  s o u nd  t o  g iv e  
1 8 4 ,0 0 0  c h i l d r e n  c h e c k s  f o r  $775 e a ch  w h i le  t a x i n g  t h e i r  
p a r e n t s  tw ic e  o r  t h r e e  t im e s  t h a t  am oun t?  T h is  i s  no  way t o  
s e c u re  t h e  h a p p in e s s  o f  t h e  p e o p le .  You a re  g o in g  t o  t a x  mom 
and  da d  j u s t  t o  g iv e  t h e  k id s  a d iv id e n d  c h e c k .  I t  u s e d  t o  be  
t h e  r e s p o n s i b i l i t y  o f  t h e  p a r e n t s  t o  g iv e  t h e i r  c h i l d r e n  an  
a l lo w a n c e .  Now we a r e  t e l l i n g  t h e  c h i l d r e n  t h a t  f r o m  now on  
th e y  s h o u ld n ' t  b u g  mom and  dad  a b o u t  an  a l lo w a n c e  -  j u s t ,  t a l k  
t o  y o u r  l e g i s l a t o r .  I n  m o s t c a s e s , w i t h  b o th  p a r e n ts  w o r k in g  
a nd  c o n s id e r in g  a h ig h  p e r c e n ta g e  o f  s i n g l e  p a r e n t s  w o r k in g  i n  
A la s k a ,  t h e r e  w i l l  be  no  n e t  g a in  f r o m  th e  d iv id e n d  c h e c k s ,  
b e c a u s e  t h e  ta x e s  w i l l  b e  h ig h e r  th a n  t h e  d iv id e n d s .

L e t ' s  com pa re  t a x i n g  t h e  w o r k in g  c la s s  t o  g i v i n g  $3000 t o  
e v e ry o n e  o v e r  6 5 . I s  i t  r e a l l y  f a i r  -  a nd  o f  w h a t g o v e rn m e n t 
p u rp o s e  -  t o  t a x  a  s in g l e  p a r e n t  who i s  b a r e l y  m a k in g  ends  
m e e t, w h i le  g i v i n g  a b o nu s  t o  r e t i r e d  p e rs o n s  who i n  m o re  th a n  
25% o f  c a s e s  h a ve  l a r g e r  in c o m e s . The  a v e ra g e  p e r  c a p i t a  
in c o m e  f o r  A la s k a  i n  1985 was $ 1 8 ,1 8 7 . U n d e r t h e  l a t e s t  
p r o p o s a l  o f  t h e  p r e s e n t  a d m in i s t r a t i o n ,  a l l  p e rs o n s  o v e r  65 
w i t h  an  in c om e  o f  le s s  th a n  $ 2 5 ,0 0 0  w o u ld  r e c e iv e  a b onu s  
( p l u s ,  o f  c o u r s e ,  t h e i r  p e rm a n e n t fu n d  d iv id e n d  c h e c k ) . 
H o w e ve r, a l l  w o r k in g  p e o p le  m a k in g  m o re  th a n  $ 1 2 ,0 0 0  w o u ld  be
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ta x e d  -  w h ic h  w o u ld  go t o  someone who i s  d r a w in g  a h ig h e r  
in c o m e  i n  r e t i r e m e n t .  O f t h e  1 6 ,4 5 5  s e n io r  c i t i z e n s  w ho , a s  
o f  M a rc h  1 , 1 9 8 7 , a re  r e c e i v i n g  $ 3 ,0 0 0  e a c h , 4 ,1 1 3  h a ve
in c o m e s  o f  $ 2 5 ,0 0 0  o r  m o re . I t  w o u ld  t a k e  m o re  th a n  2 4 ,0 0 0  
ta x p a y e r s ,  a t  $500 e a c h , j u s t  t o  p a y  $ 1 2 ,3 3 9 ,0 0 0  f o r  t h i s  
g ro u p  w hose  in com es  a lr e a d y  e x c e e d  th e  a v e ra g e  A la s k a n s  a n n u a l 
w age . T h is  am oun ts  t o  s t e a l i n g  f r o m  t h e  h a v e - n o ts  t o  g iv e  t o  
th o s e  who h a ve  e n ough . Some who a r e  p r o p o s in g  t h i s  u n j u s t i ­
f i e d  t a x  on  t h e  p e o p le  who t o i l  f o r  t h e i r  b r e a d  (s o  o t h e r s  ca n  
e a t  i t )  m u s t r e a l i z e  t h e  b u rd e n  y o u  a r e  p la c i n g  on  th e  p e o p le  
who c a n  l e a s t  a f f o r d  i t .  When l e g i s l a t o r s  im p o se  an  u n n e c e s ­
s a r y  t a x  on  t h e  s t a t e ' s  c i t i z e n s ,  we h u r t  h u n d re d s  o f  t h o u ­
sa n d s  o f  p e o p le .  T h is  i s  e s p e c ia l l y  t r u e  when we t r y  t o  
r e g u la t e  human b e h a v io r  -  f o r c e  c h a r i t y  -  a s  we e n v is io n
o u r s e lv e s  th e  r e d i s t r i b u t o r s  o f  p e r s o n a l  in c o m e .

Can th e  w o r k in g  p e o p le  o f  A la s k a  c a r r y  t h e  in c r e a s e d  
b u rd e n  o f  g o v e rn m e n t s p e n d in g  t o  s u p p o r t  t h e  demands o f  a 
la r g e  n o n -w o r k in g  s e gm en t o f  o u r  s t a t e  t h a t  dem ands n o t  o n ly  
u n n e c e s s a ry  s e r v ic e s ,  b u t  i n  a d d i t i o n ,  e no rm ous  am oun ts  o f  
c o ld  c a s h  t o  e le v a t e  t h e i r  b u y in g  p o w e r . I  f i n d  no  re a s o n  why 
we m u s t c o n c e rn  o u r s e lv e s  w i t h  th e  r e d i s t r i b u t i o n  o f  t h e
w o r k in g  p e o p le 's  p e r s o n a l  in com e  w h i le  we c o n t in u e  t o  g iv e  o u t  
h u n d re d s  o f  m i l l i o n s  o f  d o l l a r s  t o  e v e r y  c i t i z e n  who d id
n o t h in g  t o  e a rn  i - t .

Now t h e  q u e s t io n  i s ,  "How many n o n -w o r k e r s  c a n  th e
w o r k e r s  s u p p o r t? "  We h a v e  t o  know  w h e re  t h e  l i n e  o f  r e f u s a l  
t o  s u p p o r t  s to p s  i n  o u r  s y s te m . M aybe i t  r u n s  u n t i l  i t  
becom es im p o s s ib le  f o r  t h e  w o r k e r s  a n y  lo n g e r  t o  h a n d le  t h e  
j o b .  A re  we a p p ro a c h in g  t h e  b r e a k in g  p o in t ?  H e re  a re  some 
o f  t h e  f i g u r e s  f o r  p e o p le  who h e lp  in c r e a s e  t h e  c o s t s  o f  
g o v e rn m e n t,  b u t  c o n t r i b u t e  l i t t l e  t o  p a y  th o s e  c o s t s :  1 8 4 ,0 0 0
u n d e r  t h e  age o f  19? 1 6 ,0 0 0  c o l l e g e  s t u d e n t s ;  3 5 ,0 0 0  s e n io r s  
o v e r  t h e  age  o f  65 , 3 /4  o f  whom h a v e  no  t a x  l i a b i l i t y ?  3 ,3 8 6  
in m a te s  i n  t h e  s t a t e  c o r r e c t i o n  s y s tem ?  2 3 ,0 0 0  m i l i t a r y  
p e r s o n n e l?  2 2 ,0 0 0  a v e ra g e  p e r  y e a r  u n e m p lo ye d  -  a l l  r e c e iv e  
p e rm a n e n t fu n d  d iv id e n d  c h e c k s .

T a x in g  t h e  w o r k in g  c la s s  and  g i v i n g  t h e  re v e n u e s  t o  th e  
n o n -w o r k in g  segm en t o f  a  p o p u la t io n  i s  t h e  w o r s t  s o r t  o f  
i n f l a t i o n  a s t a t e  g o v e rn m e n t c a n  p u t  i n t o  t h e  e conom y .

An i n t e r e s t i n g  s id e  n o te  t o  t h i s  is s u e  i s  t h a t  u n d e r  t h e  
p e rm a n e n t fu n d  d iv id e n d  p ro g ra m  " h o ld  h a rm le s s "  p r o v i s i o n s ,  
t h e  s t a t e  w i l l  p a y  $ 8 .5  m i l l i o n  i n  f e d e r a l  in c o m e  ta x e s  on  th e  
b e h a l f  o f  c e r t a i n  lo w  in com e  PFD r e c i p i e n t s  t o  e n s u re  t h a t  
t h e y  w i l l  n o t  e x ce e d  t h e i r  lo w  in c om e  l i m i t s ,  and  th e r e b y  
becom e i n e l i g i b l e  f o r  f e d e r a l  g o v e rn m e n t p ro g ra m s  th e y  a re  
c u r r e n t l y  c o v e re d  b y .  An a d d i t i o n a l  $5 m i l l i o n  p lu s  i s  
a l l o c a t e d  b y  t h e  s t a t e  t o  p a y  f e d e r a l  ta x e s  u n d e r  t h e  h o ld  
h a rm le s s  b e n e f i t  f o r  r e c i p i e n t s  o f  t h e  l o n g e v i t y  b o n u s , who 
w o u ld  becom e i n e l i g i b l e  f o r  p ro g ra m s  s u c h  a s  m e d ic a id  w i t h  th e  
a d d i t i o n a l  in c o m e .
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O f c o u r s e ,  th e s e  h o ld  h a rm le s s  p r o v i s i o n s  a r e  j u s t  tw o  o f  
t a x  e x e m p t io n  b e n e f i t s  a l lo w e d  c e r t a i n  g ro u p s  o f  p e o p le .  
A n o th e r  w e l l - k n o w n  s t a t e  s u b s id y  i s  t h e  p a ym e n t o f  $3 m i l l i o n  
i n  p r o p e r t y  ta x e s  t o  m u n i c i p a l i t i e s  on  b e h a l f  o f  s e n io r  
c i t i z e n s .

T oo  m any o f  my c o l le a g u e s  a r e  c r a w l in g  a l l  o v e r  each  
o t h e r  t o  be  c a n o n iz e d  a s  th e  p a t r o n  s a i n t  o f  t h e  p e rm a n e n t 
fu n d  d iv id e n d  p ro g ra m . T he y  f a i l  t o  s e e  t h a t  t h e  in com e  t a x  
t h e y  p ro p o s e  w i l l  t a k e  away a n y  d iv id e n d  t h e  w o r k in g  c la s s  has 
c o m in g . T he  new t a x  fo rm  t h e  d e p a r tm e n t  o f  re v e n u e  w o u ld  send  
t o  e a ch  t a x p a y e r  m akes t h i s  v e r y  c l e a r  b y  t e l l i n g  t h e  t a x p a y e r  
t o  s u b t r a c t  t h e  d iv id e n d  c r e d i t  f r o m  t h e i r  t a x  l i a b i l i t y .  The 
d e p a r tm e n t  a ls o  e s t im a te s  a r e b a t e  t o  t h e  s t a t e  o f  $ 1 6 .6  
m i l l i o n  f r o m  th e  d iv id e n d s .  E ven  w o rs e , f a m i l i e s  e a r n in g  m ore  
th a n  $ 2 5 ,0 0 0  f o r  s i n g l e  ta x p a y e r s  o r  $ 4 0 ,0 0 0  f o r  j o i n t  s t a t e ­
m e n ts , w i l l  b e  d e p r iv e d  o f  t h e  in c o m e  o f  t h e i r  c h i l d r e n 's  
d iv id e n d  c h e c k s .  F a m i l ie s  ( i n c l u d i n g  c h i l d r e n )  who k e e p  t h e i r  
in c o m e  b e lo w  $ 1 2 ,0 0 0  a y e a r  w i l l  r e c e iv e  a f u l l  d iv id e n d  
c h e c k .

E m o t io n a l s lo g a n s  a r e  u s e f u l  f o r  r a l l y i n g  p e o p le  t o  a 
c a u s e , b u t  s lo g a n s  a r e  no s u b s t i t u t e  f o r  t h o u g h t .  T a k e , f o r  
i n s t a n c e ,  "w e  m u s t h a ve  an in c o m e  t a x  t o  make t h e  n o n - r e s id e n t  
w o r k e r  p a y  f o r  w o r k in g  i n  t h e  s t a t e . "  T he  d e p a r tm e n t  o f  
re v e n u e , i n  a  h y p o t h e t i c a l  c a s e , a n a ly z e d  t h a t  a $300 m i l l i o n  
in c o m e  t a x  s c e n a r io  w o u ld  o n ly  b r i n g  i n  $17 m i l l i o n  f r o m  o u t  
o f  s t a t e  w o r k e r s .  Does i t  make s e n s e , t h e n ,  t o  t a x  o u r s e lv e s  
$283 m i l l i o n  j u s t  t o  g e t  $17 m i l l i o n ?  R e s id e n t  w o r k e r s  w o u ld  
p a y  95% o f  t h e  t a x ,  w h i le  o u t - o f - s t a t e r s  w o u ld  p a y  5%.

A n o th e r  r a t i o n a l e  f o r  p a y in g  s t a t e  in c o m e  ta x e s  i s  t h a t  
t h e y  c a n  b e  d e d u c te d  f r o m  y o u r  f e d e r a l  t a x .  B ecause  we h a ve  
no  s t a t e  in c om e  t a x ,  $86 m i l l i o n  s t a y s  w i t h  t h e  f e d e r a l  
g o v e rn m e n t e a c h  y e a r  - ( o u t  o f  $399 m i l l i o n  i n  f e d e r a l  ta x e s  
p a id  b y  A la s k a n s ) .  T h is  i s  te rm e d  t h e  " f e d e r a l  t a x  le a k a g e . "  
I n  o t h e r  w o rd s ,  i f  we h a d  a s t a t e  in c o m e  t a x ,  22 c e n ts  o u t  o f  
e v e r y  d o l l a r  i n  in c o m e  t a x  p a id  t o  t h e  IR S  w o u ld  s t a y  i n  t h e  
s t a t e .  Does i t  make s e n se  t o  t a x  t h e  w o r k in g  c la s s  $316 
m i l l i o n  t o  s a v e  t h e  $86 m i l l i o n ?  I f  t h i s  i s  t h e  c a s e ,  th e n  
t h e  same l o g i c  s h o u ld  a p p ly  t o  o t h e r  le a k a g e s  t o  t h e  f e d e r a l  
g o v e rn m e n t.  Why n o t  s to p  g i v i n g  o u t  p e rm a n e n t fu n d  d iv id e n d s  
a nd  s a v e  t h a t  $73 m i l l i o n  le a k a g e ?  I s  t h i s  n o t  a r e a s o n a b le  
t r a d e - o f f ?  A nd  who w i l l  b e n e f i t ?  -  t h e  w o r k in g  p e o p le .  W ith  
t h e  PFD c h e c k  in c r e a s in g  e a ch  y e a r ,  t h e  f e d e r a l  t a x  le a k a g e  
w i l l  d r a m a t i c a l l y  in c r e a s e .  T h is  y e a r ,  c lo s e  t o  $100 m i l l i o n  
w i l l  go  t o  t h e  f e d e r a l  g o v e rn m e n t.

I  r e a l l y  c a n n o t b la m e  t h e  J u n e a u  r e p r e s e n t a t i v e  f o r  
p u s h in g  f o r  a  s t a t e  in com e  t a x ,  b e c a u s e  t h e  p ro g ra m  i t s e l f  
w o u ld  e m p lo y , a t  a m in im um , 92 new p e o p le  w i t h  a p a y r o l l  o f  a t  
l e a s t  $ 3 .5  m i l l i o n  (a n d  an  eno rm ous  s t a r t - u p  c o s t  w i t h  new 
m a c h in e r y  a nd  o f f i c e  s p a ce  r e q u i r e d ) . A t  t h e  same t im e ,  we
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w i l l  s t i l l  b e  e m p lo y in g  71 p e o p le  t o  g iv e  o u t  t h e  d iv id e n d  
c h e c k s .

C u r r e n t l y ,  s t a t e  e m p lo ye e s  and  te a c h e r s  a c ro s s  t h e  s t a t e  
a r e  c o m p la in in g  a b o u t fo r c e d  s a la r y  c u t s .  H ow e ve r, many o f  
th em  a ls o  s a y  t h e y  s u p p o r t  an  in com e  t a x .  I  am b e w i ld e r e d  b y  
t h e i r  r a t i o n a l i z a t i o n .  D o n ' t  t h e y  r e a l i z e  t h a t  a n  in com e  t a x  
i s  a ls o  a r e d u c t i o n  i n  t h e i r  w ages?  As e v e ry o n e  ha s  s h a re d  
e q u a l l y  i n  t h e  w e a l t h  o f  A la s k a  th r o u g h  t h e  PFD c h e c k s , so  
e v e ry o n e  s h o u ld  a ls o  be  w i l l i n g  t o  s h a re  e q u a l l y  i n  t h e  lo s s  
th r o u g h  a r e d u c t i o n  i n  th e  PFD. W ith  an  in com e  t a x ,  w o r k in g  
p e o p le  a r e  b e in g  fo r c e d  t o  t a k e  t o o  g r e a t  a p o r t i o n  o f  t h e  
b u rd e n  i n  r e p la c in g  t h e  l o s t  re v e n u e s .

O th e rs  who a d v o c a te  r e im p o s in g  th e  s t a t e  in com e  t a x  s a y  
p e o p le  w e re  m o re  i n t e r e s t e d  i n  g o v e rn m e n t when t h e y  p a id  
t a x e s .  T h is  i s  r e a l l y  g r a b b in g  a t  s t r a w s ,  a nd  i s  n o t  b o rn e  
o u t  b y  t h e  f a c t s .  F ig u r e  N o . 2 show s t h a t  t h e  p u b l i c ' s  
p a r t i c i p a t i o n  i n  g o v e rn m e n t,  i n  te rm s  o f  p e r c e n ta g e s  o f  p e o p le  
who v o te d ,  h a s  r i s e n  s in c e  th e  end  o f  t h e  in com e  t a x  i n  1 9 8 0 . 
I  f i n d  p e o p le  e ve n  m o re  i n t e r e s t e d  to d a y  i n  p r o t e c t i n g  t h e i r  
p o c k e tb o o k s  f r o m  th e  g o v e rn m e n t.

We s h o u ld  c o n s id e r  t h e  t a x  r e v o l t  f e v e r  g o in g  on a l l  o v e r  
th e  n a t i o n .  T a ke  a h i n t  f r o m  t h e  s t a t e  o f  M ic h ig a n ,  w h e re  th e  
p e o p le  r e c a l l e d  f i v e  D em oc ra t S t a t e  S e n a to r s  who v o te d  t o  
in c r e a s e  t h e i r  in com e  t a x e s ,  a nd  r e p la c e d  th e m  w i t h  c o n s e r v a ­
t i v e  R e p u b l ic a n s .  I  w o u ld n ' t  b e  s u r p r i s e d  t o  f i n d  a l o t  o f  
r e q u e s ts  f o r  r e c a l l  p ro c e d u re s  i n  t h i s  s t a t e ,  t o  be  u s e d  on 
th o s e  who p a s s  a n y  b i l l  f o r  a new in c o m e  t a x .

A new  c l i c h e  was in t r o d u c e d  t o  r a t i o n a l i z e  an  in com e  t a x ,  
n a m e ly  " R e p r e s e n ta t io n  w i t h o u t  t a x a t i o n . "  I  se e  n o t h in g  w ro n g  
w i t h  t h i s .  T h a t 's  th e  way o u r  c o u n t r y  o p e r a te d  f o r  m o re  th a n  
126 y e a r s ,  e x c e p t  f o r  a b r i e f  p e r io d  d u r in g  th e  C i v i l  W a r. 
W ha t i s  r e a l l y  b a d  a n d  c e r t a i n l y  c o n s t i t u t i o n a l l y  q u e s t io n ­
a b le ,  i s  t a x a t i o n  w i t h o u t  e q u a l r e p r e s e n t a t io n .  A la s k a  i s  th e  
o n ly  s t a t e  w h e re  a s im p le  m a j o r i t y  i n  t h e  L e g is l a t u r e  c a n  
im p o se  a t a x  on i t s  c i t i z e n s .  T h is  means 21 members i n  th e  
H ouse  o f  R e p r e s e n t a t iv e s ,  and  11 m em bers o f  t h e  S e n a te . 
B e cau se  o u r  s t a t e  i s  so  m a l - a p p o r t io n e d ,  t h e  m a j o r i t y  o f  
l e g i s l a t o r s  do  n o t  r e p r e s e n t  t h e  m a j o r i t y  o f  t h e  c i t i z e n s ,  
w h ic h  b e a r s  o u t  L o r d  A c t o n 's  fam ous  a p h o r is m , "P o w e r te n d s  t o  
c o r r u p t :  a b s o lu t e  p o w e r c o r r u p t s  a b s o l u t e l y . "  F ig u r e  No. 3 
i l l u s t r a t e s  t h e  e x t e n t  t o  w h ic h  A la s k a n  v o t i n g  d i s t r i c t s  h a ve  
b e e n  je r r y m a n d e re d  o u t  o f  p r o p o r t i o n .  W h ile  an  i d e a l  d i s t r i c t  
w o u ld  c o n s i s t  o f  j u s t  u n d e r  7500 r e g i s t e r e d  v o t e r s ,  some 
d i s t r i c t s  now c o n t a in  as fe w  as  5 5 0 0 , w h i le  o th e r s  h a ve  
b a l lo o n e d  up  t o  a lm o s t  tw ic e  t h a t  a m o u n t.

No o t h e r  s t a t e  a l lo w s  a s im p le  m a j o r i t y  o f  t h e  l e g i s l a ­
t u r e  t o  in c r e a s e  ta x e s  on  t h e  c i t i z e n s .  M o s t s t a t e s ,  b y  t h e i r  
c o n s t i t u t i o n  o r  s t a t e  la w s ,  r e q u i r e  a  2 /3  o r  3 /4  m a j o r i t y ,  and 
one  s t a t e  e v e n  r e q u i r e s  4 /5  o f  e a c h  h o u s e  b e fo r e  a t a x

No Income Tax
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B e l o w  is a  b r i e f  t a b l e  w h i c h  r e f l e c t s  th e n u m b e r  o f  r e g i s t e r e d  v o t e r s  a n d  the n u m b e r  o f  r e g i s t e r e d  v o t e r s  w h o  
a c t u a l l y  c a s t  b a l l o t s  in the last t en  y e a r  perio d.

Y E A R # O F  R E G I S T E R E D  

V O T E R S
% O F  C H A N G E  O V E R  

P R E V I O U S  Y E A R
V O T E S  A C T U A L L Y  C A S T  

I N  P R I M A R Y
% O F  R E G I S T E R E D  

V O T E R S  W H O  V O T E D  

IN  P R I M A R Y

% O F  R E G I S T E R E D  

V O T E R S  W H O  V O T E D  

I N  G E N E R A L

1974 1 6 2,8 76 8 4 , 5 8 5 5 1.9% 6 0 . 1 %

1976 1 9 3,5 46 16% 5 5 , 2 3 3 28.5% 61 .7 %

1978 2 24 ,1 18 14% 108, 05 7 4 8.2% 5 4 . 3 %

1980 2 4 2 , 8 9 8 8% 1 02 ,4 09 42.2% 6 2.8 %

1982 24 1 , 3 5 7 - 1 % 1 3 9,1 33 5 7. 6% 7 4.9%

1984 2 7 8 , 6 6 5 13% 9 7 , 8 3 7 3 5.1% 70.0%

*1986 2 8 0, 35 1 (As o f 1%

8/5/86)

A s  o f  J u l y  1, 1984, A l a s k a ' s  p o p u l a t i o n  h a d  r e a c h e d  a p p r o x i m a t e l y  523,000.

A c c o r d i n g  t o  t h e  1 98 0  C e n s u s ,  a p p r o x i m a t e l y  6 7 . 5 %  o f  A l a s k a ' s  p o p u l a t i o n  w a s  o f  v o t i n g  age.

U s i n g  t h e  6 7 . 5 %  e s t i m a t e  a s  a  b a s i s  for  d e t e r m i n i n g  t h e  a p p r o x i m a t e  n u m b e r  o f  v o t i n g  a g e  indiv id ua ls , 

it w o u l d  i n d i c a t e  t h e  v o t i n g  a g e  p o p u l a t i o n  in A l a s k a  a t  aixDut 353,025.

1983

1984

A P P R O X I M A T E  E L I G I B L E  

P O P U L A T I O N

3 4 4 , 2 5 0

3 5 3 , 0 2 5

R E G I S T E R E D

V O T E R S

2 5 4 , 7 8 5

2 7 8 , 6 6 5

% O F  E L I G I B L E  P O P U L A T I O N  

R E G I S T E R E D

74%

78%

* 1986 P o p u l a t i o n  D a t a  is n o t  y e t  av ai l a b l e .

F i g u r e  N o . 2



in c r e a s e  c a n  becom e e f f e c t i v e .  V o te r  a p p r o v a l  i s  r e q u i r e d  i n  
m o re  t h a n  h a l f  t h e  s t a t e s ,  w h i le  h e re  i n  A la s k a ,  t h e  p e o p le  
a r e  d e n ie d  t h i s  o p p o r t u n i t y .  The c i t i z e n s  o f  A la s k a ,  i n  1 983 ,
h a v e  e ve n  b e e n  d e n ie d  t h e  r i g h t  t o  p e t i t i o n  th r o u g h  th e
i n i t i a t i v e  p ro c e s s  f o r  t h e  r i g h t  t o  v o t e  o n  t a x a t i o n .

I t  b o r d e r s  on  t y r a n n y  i f  t h i s  c u r r e n t  l e g i s l a t u r e  w o u ld  
in v o k e  a new t a x  on  th e  c i t i z e n s ,  th e  m a j o r i t y  o f  whom th e y  do 
n o t  r e p r e s e n t .  I t  c e r t a i n l y  w o u ld  be  an  a f f r o n t  t o  th e  
p r i n c i p l e s  o f  a r e p u b l i c  i f  s u ch  a t h i n g  w e re  d o n e .

We i n  A la s k a  h a ve  a g o ld e n  o p p o r t u n i t y  t o  n o t  make th e
m is ta k e  m o s t o t h e r  s t a t e s ,  and  e s p e c ia l l y  C o n g re s s , h a ve  made, 
b y  p r e v e n t in g  t h e  s t a t e  f r o m  e n g a g in g  i n  i n f l a t i o n a r y  d e f i c i t  
s p e n d in g ,  and  f o r c i n g  t a x a t i o n  on  o u r  c h i l d r e n  and  o u r  c h i l ­
d r e n 's  c h i l d r e n  -  t a x a t i o n  t h e y  w i l l  b e  p a y in g  u n t i l  t h e  d e a th  
o f  d e m o c ra c y .

On t h e  o t h e r  h a n d , w h a t a u n iq u e  le g a c y  we ca n  e s t a b l i s h  
i n  A la s k a ,  p e rh a p s  f o r  o t h e r  s t a t e s  t o  e m u la te ,  w h e re  f u t u r e  
g e n e r a t io n s  -  e v e r y  c h i l d  b o ra  i n  A la s k a  -  c a n  h ope  t o  g ro w  up  
t o  e n jo y  no  s t a t e  t a x a t i o n .  B le s s e d  may be  th e  y o u n g  A la s k a n s  
f o r  t h e y  s h a l l  n o t  i n h e r i t  s t a t e  d e b t .  Once th e y  s t a r t  
p r o v i d i n g  f o r  th e m s e lv e s ,  b e in g  an  in d e p e n d e n t ,  s e l f - r e l i a n t  
A la s k a n  b r e a d w in n e r s ,  t h e y  c a n  be  s u r e  t h e  s t a t e  w i l l  n o t  t a k e  
a b ig  s l i c e  o f  i t .  A new in com e  t a x  i s  t h e  w o r s t  t y p e  o f  
c a p i t a l  p u n is h m e n t we c o u ld  im p o se  on  t h e  f u t u r e  g e n e r a t io n s .  
E s p e c i a l l y  when t h e  s t a t e  i s  c o l l e c t i n g  m o re  ta x e s  t h a n  i s  
a b s o lu t e l y  n e c e s s a r y  -  t h i s  may be  c o n s id e r e d  l e g a l i z e d  
r o b b e r y .  I t  i s  s a id  t h a t  t h e  in c om e  t a x  h a s  made m o re  l i a r s  
o u t  o f  t h e  A m e r ic a n  p e o p le  t h a n  a n y  o t h e r  i n s t i t u t i o n .  A la s k a  
d o e s  n o t  n ee d  t o  a d d  t o  t h i s  t e m p t a t io n .

Once a new t a x  i s  p u t  i n t o  la w ,  t h e r e  w o u ld  b e  no  l i m i t  
t o  how  h ig h  f u t u r e  l e g i s l a t u r e s  c o u ld  r a i s e  i t .  A la s k a n s  u se d  
t o  p a y  16% in com e  t a x  (s e e  F ig u r e  N o . 4 ) .  N o r w o u ld  t h e r e  be  
a n y  l i m i t  on  t h e  g ro w th  o f  s t a t e  g o v e rn m e n t.  The new t a x  i s  a 
t h r e a t  t o  t h e  i n d i v i d u a l ' s  p e r s o n a l  a nd  f a m i l y  w e l l - b e in g .  
T he  s t a t e  d o e s  n o t  n eed  th e  e x t r a  r e v e n u e .  The  l e g i s l a t u r e  
was n o t  c r e a te d  t o  d e v o u r  t h e  s a v in g s  o f  t h e  w id o w s , n o r  t h e  
in c o m e  o f  t h e  s i n g l e  p a r e n t  who p r o v id e s  t h e  n eed s  o f  h e r  o r  
h i s  c h i l d r e n .

No Income’ Tax
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I N C O M E  T A X  R A T E S  I N  A L A S K A  

S t a t e  &  T e r r i t o r y

Year Individuals Corooracions

1949 10Z of Fed. cax 102 of Fed. cax 1

1955 12^Z of Fed. cax 12kZ of Fed. cax

1957 14Z of Fed. cax 18Z of Fed. cax 1

1961 16Z of Fed. cax 18Z of Fed. cax

1964 3.2Z - 14.56Z 5.4Z & 3.96Z surcax 
of income of income 
(graduaced) (surcax on income

over §25,000) 
(recroaccively repealed)

}

1
1

1965 16Z of Fed. cax 18Z of Fed. Cax

1975 3Z - 14.5Z 
of income 
(graduaced)

5.4Z & 4Z surcax 
(surcax on income 

over §25,000)
1

1980 (June) 3Z - 14.5Z 5.4Z & 4Z surcax 
of income (surcax on income 
(graduaced) over §50,000) 
(1/3 of income exempc 
for each prior year 
of filing)

j
1

1i\

1980 (Sepc.) repealed

1981 2Z - 117. 
(graduaced Cc 
§4,000,000)

1982 1Z - 9.4Z 
(graduaced Co 
§90,000)

A L A S K A S T A T E  T A X  R F V E N U E S  B Y  S O U R C E  

( S t a t e d  i n  T h o u s a n d s )

Fiscal
Year

Income
Tax

Business & 
Licenses Tax Fuel Tax

•

D isa s te r  Tax 
School Tax

1977 3246,243 3 23,252 5 20,418 3 2 ,589

1978 179,332 21,675 23,287 ,401

1979 374,731 28,158 22,323 2,530

1980 665,877 4,180 26,174 2,555

fTjjjy ^906.087 5,484 23,331 970

1982 701,077 5,477 30,166 . . .

1983 267,846 6,949 36,675 . . .

1984 305,773 19,906 32,169 . . .

1985 205,869 38,815 35,972 . . .

1986 145,655 2,059 36,076 . . .

F i g u r e  N o . 4



TAX HIKE PROPOSAf

D e m o c ra t  P a rty  
1980

D e m o c ra t  P a r ty  
1984

D e m o c ra t  P a r ty  
. 1988

How many times can you shoot yourself in the foot?



A L A S K A  D E P A R T M E N T  O F  R E V EN UE 
1988 I N D I V I D U A L  INC OME  TA X 

I M P L E M E N T A T I O N  PLAN O U T L I N E

Th i s  o u t l i n e  is int en d e d  to i n f o r m  the  r e a d e r  of t he  D e p a r t m e n t ' s  i m p l e m e n t a t i o n  of the 

I n d i v i d u a l  I n c o m e  T a x  as out lined in t h e  G o v e r n o r ' s  p r o p o s e d  bill.

T h e  cal<- Jar ye a r  tax r e tu rns  wil l  n o t  b e  d u e  u n t i l  A pr il  15, 1989. However, a 

w i t h h o l d i n g  ta x s y s t e m  m u s t  b e  in p l a c e  an d o p e r a t i v e  b y  J a n u a r y  1, 1988.

T h i s  o u t l i n e  is br ie f an d m a y  be s u j e c t  to cha n g e  d e p e n d i n g  on the final o u t c o m e  of the 

bill. Spe c i f i c  det ail  of st af f i n g  r e q u i r e m e n t s  and ex pen d i t u r e s  can be found in the  
f i s c a l  notes.

DA T E  C O M M E N C E D  

P r i o r  to July, 1987

D I V I S I O N  

A d m i n  S e r v i c e s

July, 1987 

July, 1987

September, 1987

September, 1987 

Pr io r to October, 1987 

October, 1987 

October, 1987

O c t o b e r ,  1987

P u b l i c  S e r v i c e s  

A d m i n  S e r v i c e s

P u b l i c  S e r v i c e s

P u b l i c  S e r v i c e s  

T r e a s u r y  

P u b l i c  S e r v i c e s  

A d m i n  S e r v i c e s

A u d i t

AC T I V I T Y

G e n e r a l  a n a l y s i s  of law, 

id e n t i f y  em ployers, job  

cl as si fi c a t i o n s ,  re gulation 

d r a f t i n g

H i r e  & t rain one individual

H i r e  p e r s o n n e l  analyst, p r o g r a m m e r  

staff, p u b l i c a t i o n s  expert. D e s i g n  

forms. S y s t e m  an alysis & design. 

C o n t r a c t  w i t h  ban k  for lock box.

S t a r t  an al y s i s  of income t ax  law. 

D e v e l o p e  r e g u lat io ns  (income tax)

S c h e d u l e  emp l o y e r  tra in in g & 

a d v e r t i s e  s c h e d u l e  to p u b l i c

T r a i n  i n - h o u s e  staff on w i t h h o l d i n g

Te c h n i c a l  ana l y s i s  of re qu i r e d  s y s t e m

E m p l o y e r  t ra i n i n g

P r o v i d e  e mp l o y e r s  formal n o t i c e  of 

w i t h h o l d i n g  process. P u r c h a s e  m i c r o­

fi l m  e q u i p m e n t

H i r e  & train o ff i c e  au di t staff 

C o n d u c t  p u b l i c  e d u c at io n of w i t h h o l d i n g  

p r o g r a m

Pl a n  & p u r c h a s e  eq u i p m e n t  and supplies. 

E s t a b l i s h  ref un d credit p r o g r a m  

w i t h h o l d i n g



DATE C O M M E N C E D  

N ov ember, 1987

D IV IS IO N

Pu b l i c  S e r v i c e s  

P r i o r  to De cember, 1987 T r e a s u r y

De cember, 1987

January, 1988 

January, 1988 

January, 1988

F e b r u a r y  5, 1988

March, 1988

March, 1988 

April, 1988

June, 1988

July, 1988 

September, 1988

September, 1988 

October, 1988

A d m i n  Se rv i c e s

P u b l i c  S e r v i c e s  

A d m i n  S e r v i c e s  

A u d i t

A d m i n  S er v i c e s

A d m i n  Ser vi ce s

E n f o r c e m e n t  

A d m i n  S er v i c e s

A d m i n  S e r v i c e s

A d m i n  S e r v i c e s  

A d m i n  S e r v i c e s

P u b l i c  S erv i c e s  

A u d i t

Loc k b o x  c o n t r a c t  

I n - h o u s e  t r a i n i n g  - d e p o s i t o r y  

pr o c e d u r e  

I n - h o u s e  t r a i n i n g  - a c c o u n t i n g  

p r o c e d u r e

Di s t r i b u t e  fo rms

Be gi n d e s i g n  of in co me  tax system.

Hi r e  A n a l y s t / P r o g r a m m e r  for i nc o m e  tax.

A d v e r t i s e  I n d i v i d u a l  Inco me T a x  F i l i n g

W i t h h o l d i n g  b e g i n s

Es t a b l i s h  b i l l i n g  p r o c e d u r e  

w i t h h o l d i n g  

E s t a b l i s h  a p p e a l  p r o c e d u r e  

w i t h h o l d i n g

Em p l o y e r s  m a k e  first d e p o s i t s  t h r o u g h  

lock b o x  b a n k

H i r e  & t rai n d o c u m e n t  p r o c e s s i n g  staff. 

E s t a b l i s h  m i c r o f i l m i n g  & d e s t r u c t i o n  

sc he du le

Au t o m a t e d  w i t h h o l d i n g  s y s t e m  c o m p l e t e  

Hir e  & t ra in  staff

E m p lo ye rs  f i l e  first q u a r t e r l y  returns. 

M a n u a l  p r o c e s s i n g  and data capture. 

F i r s t  e s t i m a t e d  indiv id ua l inc o m e  tax 

p r e p a y m e n t s  du e

C l a s s i f y  F Y 8 9  p os it io ns . A d o p t  i n c o m e  

tax r egu lations.

P u r c h a s e  f o r m s

P r e p a r e  i n s t r u c t i o n s  for e m p l o y e r s  on 

m a g n e t i c  t a p e  annual r ec on r e p o r t i n g

Hir e  & train p e r m a n e n t  f u l l - t i m e  staff

I n di vi du al  ta x

A C T IV IT Y

D e v e lo p  c a s h  d e p o s i t  p r o c e d u r e s

D e ce m b e r, 1988 A dm in S e r v i c e s D i s t r i b u t e  I nc o m e  T ax  retu rn s 

Hire & train staff

E s t a b l i s h  m i c r o f i l m / d o c u m e n t  r e t e nt ion  

sc hedule

Au t o m a t e d  I n c o m e  T a x  Retu rn  p r o g r a m  

complete.



DATE  C O M M E N C E D DIV I S I O N A C T I V I T Y

January, 1989 A d m i n  Se rv i c e s A nn u a l  r e c o n c i l i a t i o n  for 1988. 

Begin p r o c e s s i n g  & data capture.

January, 1989 En f o r c e m e n t H ir e  & t ra in  staff

March, 1989 Public Ser v i c e s H i r e  & t r a i n g  four m o n t h  se as on al staff

April, 1989 E n f o rc em en t Hir e & t r ai n staff

July, 1989 E nf o r c e m e n t H i r e  & t ra in  staff

July, 1989 A u d i t Hi r e  & tr ai n field a udit and a p p e a l s  
staff

P ub l i c  e d u c a t i o n  of i n di vi dua l in c o m e

tax p r o g r a m  

T e c h n i c a l  an al y s i s  of i n d i v i d u a l  income 

tax

E s t a b l i s h  b i l l i n g  p r o c e d u r e s  - 

in di v i d u a l  in co m e  tax 

E s t a b l i s h  a p p e a l s  p r o c e d u r e s  - 

i nd iv id ua l i nc o m e  tax 

Es t a b l i s h  r e f u n d  credit p r o g r a m  - 

ind iv i d u a l  in c o m e  tax



I

S T E V E  C O W P E . q
Z 3  v c n a  a

S t a t e  o f  A l a s k a
ZFT'ZZ Zr -M£ S a v S ^ M Q S  

•J c  .v e  a  f:

F e b r u a r y  25, 1937

The H o n o r a b l e  B e n  G r u s s e n d o r f  
Speaker of the House 
A l a s k a  State Leaisl a t u r e  
P.O. Box V  
Juneau, AK  99311

Dear R e p r e s e n t a t i v e  Grussendorf:

U n der the a u t h o r i t y  of art. Ill, sec. 13, of the A l a s k a  C o n­
stitution, I am t r a n s m i t t i n g  a bill r e l a t i n g  to the taxation 
of  indivi d u a l s  and fiduciaries, and to amen d e d  tax returns 
filed by taxpayers. The bill reimp o s e s  an i n d ividual income 
tax.

I k n e w  that an income tax is not an i n s t a n t l y  p o p u l a r  idea. 
However, I b e l i e v e  A l a s k a n s  w a n t  to be in c o n trol of our own 
destiny. I b e l ieve we ha v e  r e a c h e d  the time w h e n  we mu s t  
reduce cur d e p e n d e n c e  on the p r i c e  of oil, a p r ice that is 
net w i t h i n  our control.

I also believe Al a s k a n s  w a n t  state g o v e r n m e n t  to provide a 
de c e n t  and c o n s i s t e n t  level of public services. A n  i n d i­
vidu a l  income tax is one of the fairest ways of m e e t i n g  this 
goal. Those w h o  are mo s t  able to pay be a r  a grea t e r  p r o p o r­
tion of  the burden.

This bill also ensures that n o n r e s i d e n t s  who take jobs in 
A l a s k a  ma k e  t h e i r  fair c o n t r i b u t i o n  tc our state. As e x­
pla i n e d  below, this bill is m o r e  e f f e c t i v e  than our e a r lier 
law in m a k i n g  sure that this happens.

I b e l ieve that A l a s k a n s  are w i l l i n g  to help pay for
g o v e r n m e n t  if that g o v e r n m e n t  is r e s p o n s i v e  and accountable. 
I think that an income tax w i l l  h e l p  m a k e  sure that our g o v­
ern m e n t  listens to its people.

The bill emb o d i e s  a tax s t r u c t u r e  that is simple, fair, and 
r e l a t i v e l y  easy to administer. T h e  t a x p a y e r  need only c o m­
plete a cn e - p a g e  return. Basically, the taxpayer begins 
w i t h  "total inccme" as set o u t  on  the federal rerurn, and 
m a y  m a k e  on l y  limited a d j u s t m e n t "  tc that figure. The p e r­
sonal exe m p t i o n s  are t h e n  deducted, and the remainder is



The in c o m e  is taxed in two brackets: 3.2 p e r cent and 5.7
p e r c s n c . By not p r o v i d i n g  for the full array o f  familiar 
d e d u c t i o n s  h i s t o r i c a l l y  a v a i l a b l e  in a p e rsonal inccme tax, 
this bill wi l l  tax a c o m p a r a t i v e l y  b r o a d  tax base. As a 
result, the tax rate is lower than it w o uld be if ded u c t i o n s  
we r e  permitted. The tax rates ha v e  b e e n  e s t a b l i s h e d  to g e n­
erate 5250,000,000 over a full year; colle c t i o n s  for FY SS 
are e s t i m a t e d  tc be a p p r o x i m a t e l y  285,000,000. Receipts in 
FY 82 will be from "withholding" only, since returns for 
c a l e n d a r  year 1938 wi l l  not be due until the spring of 1939. 
FY 33 rec e i p t s  w i l l  not r each o n e - h a l f  of a full ye a r ' s  r e­
ceipts b e c ause of the lag b e t w e e n  w a ges paid and w i t h h o l d i n g  
r e m i t t e d  to the state.

A n  i n d i v i d u a l 1 s filing status w i l l  be the same as on the 
federal return. The filing status det e r m i n e s  h o w  mu c h  i n­
come is taxed in the lower b r a c k e t  of 3.2 percent. For i n­
div i d u a l  taxpa y e r s  (ana fiduciaries) , that amount is income 
of less than S30,000 . For m a r r i e d  couples filing a joint 
return, and for s u r v i v i n g  spouses, the amount is inccme of 
less than 5 5 0 , GC0; for m a r r i e d  i n dividuals filing separate 
returns, it is income of less than 525,000. For heads of 
household, the amount is income of less than 240,000. I n­
come in excess of these levels is taxed at the higher 5.7
p e r c e n t  rate. S e c tion 1 of the bill sets out the rates for
each fi l i n g  status.

The i n d ividual income tax law, b e f o r e  its repeal in 1930, 
favored n o n r e s i d e n t s  o v e r  resid e n t s  b y  taxing n o n r e s i d e n t  
income in the lo w e s t  p o s s i b l e  tax brackets. This bill r e m­
edies that i n e q u i t y  by p l a c i n g  nonresidents on an equal 
foot i n g  w i t h  residents. This is a c c o m p l i s h e d  by c o m p u t i n g  a 
tax on the entire t a x a b l e  inccme of n o n r e sidents from all 
sources and t h e n  d e t e r m i n i n g  the fraction of that tax that 
is a t t r i b u t a b l e  to income earned in Alaska. This a pproach 
r e s u l t s  in a p p o r t i o n i n g  the n o n r e s i d e n t ' s  income b e t w e e n  the 
tax b r o c k e t s  r a t h e r  than l u m ping it all in the lower 
bracket. U n d e r  the bill, p a r t - y e a r  residents wi l l  be t a x e d  
in the same m a n n e r  as nonresidents. S e c tion 1 o f  the bill 
sets out the m e t h o d  for d e t e r m i n i n g  n o n r e s i d e n t  and part- 
y e a r  r e s i d e n t  tax liability, and secs. 5, 6, and 7 of the 
bill add p r o v i s i o n s  rel a t i n g  to tax c a l c u l a t i o n  for n o n r e s i­
dents as w e l l  as p a r t - y e a r  residents.

S e c t i o n  4 of the b i l l  adds three subsections to AS 43.20.- 
031, d e l i n e a t i n g  cross inccme, a d j u s t e d  gross income, and 
t a x able inccme. A  t a x payer's gross income wi l l  c o r respond 
w i t h  gross income u nder federal law, w i t h  c e r t a i n  m o d i f i c a­
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tions. First, c o s t - o f - l i v i n g  a l l owances that are ex e m p t  
from federal income t a x a t i o n  will be a d d e d  to the state tax 
base. Second, i n terest on state and m u n i c i p a l  o b l i g a t i o n s  
that is tax exempt at the federal level w i l l  b e  a d ded to the 
tax base. A  taxpayer's "total inccme" on the federal return 
a u t o m a t i c a l l y  wi l l  incor p o r a t e  the inccme from and expenses 
a t t r i b u t a b l e  to a trade or business, the sale of capi t a l  
assets, and rental and r o y a l t y  property. Since federal 
"gross inccme" already includes the income from these a c t i v­
ities, the bi l l  allows the costs of p r o d u c i n g  that income as 
d e d u c t i o n s  to the same e x t e n t  as pro v i d e d  u n der federal law.

A d j u s t m e n t s  to gross inccme are g r e a t l y  limited. Federal 
law p r o h i b i t s  states fr o m  i m p o s i n g  an inccme tax on i nterest 
from U n i t e d  States obligations; therefore, that income is 
d e d u c t e d  from the tax base. State inccme tax refunds are 
e x c l u d e d  from the bane to e l i m i n a t e  a r t i f i c i a l  state inccme. 
A l i m o n y  paid and the p e n a l t y  for the e a rly w i t h d r a w a l  of 
funds fr o m  savings ac c o u n t s  are p e r m i t t e d  as ded u c t i o n s  
si nce th e y  ca n n o t  r e a l i s t i c a l l y  be r e g a r d e d  as inccme. No 
other d e d u c t i o n s  of  any nat u r e  are allowed.

Ta x a b l e  income is c a l c u l a t e d  by d e d u c t i n g  allowable per s o n a l  
e x e m p t i o n s  from adj u s t e d  gross income. The bill uses the 
federal rules for q u a l i f i c a t i o n  for p e r s o n a l  exemptions; 
that is, a t a x p a y e r  w i l l  q u a l i f y  for the number of p e rsonal 
e x e m p t i o n s  for w h i c h  the t a x p a y e r  q u a l i f i e d  under federal 
law. The e x e m p t i o n  a m o u n t  is $3000. Since the federal e x­
em p t i o n  is adj u s t e d  for inflation, the bi l l  makes it clear 
that A l a s k a  does not adjust its e x e m p t i o n  for inflation. 
E s t a t e s  and trusts will not rece i v e  any exemption.

U n d e r  see. 4 of the bill, p r o p o s e d  AS 43 .20.031 (j ) , (k), and 
(1) , r e l a t i n g  to gross income, a djusted gross income, and 
taxable income, w i l l  ap p e a r  in an e x i s t i n g  statute e n titled 
"Taxable inccme of  residents; deductions; exemptions." 
AS 43.20.031. Because those p r o p o s e d  s u bsections are i n­
tended to a pply to all taxpayers, re s i d e n t  or not, p r o p o s e d  
AS 43.20.031 (m) defines "individual" and. "fiduciary" to m e a n  
resident, nonresident, or p a r t - y e a r  r e s i d e n t  individuals and 
fiduciaries. If this bill is enacted, the revisor of  s t a t­
utes s h o u l d  charge the title of AS 43.20.031 to reflect that 
the s e c t i o n  no longer applies only to residents.

Re s i d e n t s  wi 11 receive a cr e d i t  for taxes paid to ether 
states on income e a r n e d  in the other states. Non r e s i d e n t s  
do n e t  r e c e i v e  this credit since the inccme earned outside 
he state is net taxed. T h o s e  taxpayers q u a l i f y i n g  for the 
e r m o n e n t  fund d i v i d e n d  can e l ect to have the div i d e n d  a p­
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p l i e d  d i r e c t l y  a g a i n s t  t h eir tax liability. The Dep a r t m e n t  
of Reve n u e  w i l l  adopt r e g u l a t i o n s  s p e c i f y i n g  the proce d u r e  
for req u e s t i n g  the PFD offset. T h e s e  pro v i s i o n s  appear in 
p r o p o s e d  AS 43.20.062, in sec. 8 of the bill.
1
Em p l o y e r s  wi l l  be recruited to w i t h h o l d  taxes from their e m­
ployees' wages, r e mit the taxes, and file w i t h h o l d i n g  r e­
turns and reports w i t h  the department. T h e  d e p a r t m e n t  will 
e s t a b l i s h  the rate of w i t h h olding. E m p l o y e r s  w i l l  be 
r e q u i r e d  to furnish emplo y e e s  w i t h  wage and tax statements 
by J a n u a r y  31 of each ye a r  or w i t h i n  30 days after the t e r­
mi n a t i o n  of employment, w h i c h e v e r  is earlier. The w i t h h o l d­
in g  p r o v i s i o n s  are in sec. 9 of the bill.

S e c t i o n  3 of the bill amends AS 43.20.030(d) to require that 
e v e r y  taxpayer, w h e t h e r  individual, fiduciary, cr corporate, 
is req u i r e d  to file an a m e n d e d  state tax return w i t h i n  60 
days after filing an a m e nded federal r e t u r n  cr w i t h i n  60 
days after a federal assessment. A n y  a d d i t i o n a l  tax due, 
t o g e t h e r  w i t h  accrued interest, m u s t  also be pa i d  w i t h i n  the 
60-day period. The e x i s t i n g  language of that sub s e c t i o n  
requires that a "notice" be filed w i t h i n  the 60 days, and 
leaves u n c l e a r  the due da t e  of any a d d i t i o n a l  tax or p e n a l­
ty .

Sections 2 and 10 m a k e  c o n f o r m i n g  changes. S e c tion 11 r e­
peals the pro v i s i o n s  r e l a t i n g  to tax c r e d i t s  for p o l i t i c a l  
c o n t r i b u t i o n s  and c h i l d  care (AS 43 .20 .013), as well as the 
p r o v i s i o n  in the l o n g e v i t y  bonus p r o g r a m  d e a l i n g  w i t h  the 
t a x a b i l i t y  of the l o n g e v i t y  bonus (AS 47.45.120(a)). The 
effect o f  this last re p e a l  is to m a k e  t a x a b i l i t y  of  the b o­
nus track federal treatment. If the bonus remains taxa b l e  
by the U n i t e d  States, the state wi l l  also tax it. If it is 
not t a xed by the United States, the state w i l l  not tax it. 
AS 43.20.012 is r e p e a l e d  b e c a u s e  it states that AS 43.20 
does not a pply to i ndividuals cr fiduciaries. In addition, 
that s e c t i o n  contains a r e f e r e n c e  to AS 43.20.013, w h i c h  is 
also b e i n g  r e p e a l e d  in sec. 11 o f  the b i l l .

In summary, a t a x p a y e r  u nder this bill w o u l d  begin w i t h  
"total federal income," that is, line 23 on the 19C6 federal 
1040 form. C o s t - o f - l i v i n g  a l l o w a n c e  inccme and tax ex e m p t  
i nterest income w o u l d  be added, and int e r e s t  on U.S. o b l i g a­
tions, state inccme tax refunds, alimony oaid, and the p e n­
alty on e a r l y  w i t h d r a w a l  o f  savings from time deposit? w o u l d  
be deducted. P e r s o n a l  e x e m p t i o n s  w o u l d  be applied a g a inst 
the result, to p r o d u c e  "taxable income." W i t h h olding, the 
credit for taxes paid ether states, and the PFD offset, 
w o u l d  th e n  be a p p lied a g a i n s t  the tax liability.
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I b e l i e v e  that an income tax is an e s s e ntial step in p r o v i d­
ing secure revenues for public s e r v i c e s . I urge y o u r  p r o m p t  
a nd favorable c o n s i d e r a t i o n  of this pro p o s a l  d u r i n g  this 
l egisl a t i v e  session, and welcome^ any i m p r o v e m e n t  that y o u  
m a v  have to offer.

4/e Cowper 
Gov e r n o r
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R e f e r r e d :  S t a t e  A f f a i r s
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BY THE RULES COMMITTEE B Y
1 IN TH E HOUSE REQUEST OF TH E GOVERNOR

2 HOUSE BILL NO. 154

3 IN THE LEGISLATURE OF THE STATE OF ALA SK A

4 FIFTEENTH LEGISLATURE - FIRST SESSION

5 A  BILL

6 For an Act entitled: "An Act relating to the taxation of income derived by

7 individuals; relating to amended tax returns filed by

8 taxpayers; and providing for an effective date."

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

10 * Section 1. AS 43.20.011 is amended by adding n ew  subsections to read:

11 (g) There is imposed for each taxable year upon the taxable

12 income of every resident, nonresident, and part-year resident indi-

13 vidual and fiduciary of the state, except those subject to the rates

14 in (h), (i), and (j) of this section, a tax computed according to the

15 following table:

16 If the taxable income is: Then the tax is:

17 Over $31 but less than $30,000 3.2 percent of taxable income

18 $30,000 or more $960 plus 5.7 percent of the

19 excess over $30,000

20 (h) There is imposed for each taxable year upon the taxable

21 income of every resident, nonresident, and part-year resident married

22 individual who makes a single return jointly w i t h  a spouse, as provid-

23 ed in 26 U.S.C. 6013 (Internal Revenue Code), and upon every resident,

24 nonresident, and part-year resident surviving spouse, as defined in 26

25 U.S.C. 2(a) (Internal Revenue Code), a tax computed according to the

26 following table:

27 If the taxable income is: Then the tax is:

28 Over $31 but less than $50,000 3.2 percent of taxable income

29 $50,000 or more $1,600 plus 5.7 percent of the
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e x c e s s  o v e r  $ 5 0 , 0 0 0  

(i) T h e r e  is i m p o s e d  f o r  e a c h  t a x a b l e  y e a r  u p o n  the t a x a b l e  

i n c o m e  of e v ery resident, n o n r e s i d e n t ,  a nd p a r t - y e a r  r e s i d e n t  h e a d  of 

a h o u s e h o l d ,  as d e f i n e d  in  26 U.S.C. 2(b )  ( I n t e r n a l  R e v e n u e  Code), a 

tax c o m p u t e d  a c c o r d i n g  to t he f o l l o w i n g  table:

If t he t a x able i n c o m e  is: T h e n  the t a x  is:

O v e r  $31 b ut less t h a n  $ 4 0 , 0 0 0  3.2 p e r c e n t  of t a x a b l e  i n c o m e

$ 4 0 , 0 0 0  o r  m o r e  $ 1 , 2 8 0  p l u s  5.7 p e r c e n t  of the

e x c e s s  o v e r  $ 4 0 , 0 0 0  

(j) T h e r e  is i m p o s e d  f o r  e a c h  t a x a b l e  y e a r  u p o n  the t a x able 

i n c o m e  of e v ery resident, n o n r e s i d e n t ,  an d  p a r t - y e a r  r e s i d e n t  m a r r i e d  

i n d i v i d u a l  who doe s  n o t  m a k e  a s i n g l e  r e t u r n  j o i n t l y  w i t h  a s p o u s e  a 

tax c o m p u t e d  a c c o r d i n g  to t he f o l l o w i n g  table:

If t h e  t a xrble i n c o m e  is: T h e n  t he t a x  is:

O v e r  $31 but less t h a n  $ 2 5 , 0 0 0  3.2 p e r c e n t  of t a x a b l e  i n c o m e

$ 2 5 , 0 0 0  or m o r e  $ 800 plus 5.7 p e r c e n t  of  the

e x c e s s  o v e r  $ 2 5 , 0 0 0  

(k) In (g), (h), (i), a n d  (j ) of t his section, t he t a x  o n  a 

n o n r e s i d e n t  or p a r t - y e a r  r e s i d e n t  i n d i v i d u a l  o r  f i d u c i a r y  is the tax 

c o m p u t e d  o n  t a x a b l e  i n c o m e  f r o m  a l l  sources, m u l t i p l i e d  b y  a f r a c t i o n  

the n u m e r a t o r  of  w h i c h  is a d j u s t e d  g r o s s  i n c o m e  f r o m  s o u r c e s  in  the 

s tate and the d e n o m i n a t o r  of  w h i c h  is a d j u s t e d  g r o s s  i n c o m e  f r o m  a ll 

s o u r c e s .

(1) A n  i n d i v i d u a l  s h all d e t e r m i n e  the t a x  u n d e r  this s e c t i o n  

u s i n g  the same f i l i n g  stat u s  as u s e d  o n  t h e  i n d i v i d u a l ' s  f e d e r a l  

return.

*  Sec. 2. A S  4 3 . 2 0 . 0 3 0 ( a )  is a m e n d e d  to read:

(a) E v e r y  i n d i v idual, f i d u ciary, a n d  [IF A  P A R T N E R S H I P  W H I C H  H A S  

A  C O R P O R A T I O N  A S  A  P A R T N E R  O R  A] c o r p o r a t i o n  [IS] r e q u i r e d  to m a k e  a
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1 r e t u r n  u n d e r  the p r o v i s i o n s  of the I n t e r n a l  R e v e n u e  Code, [IT] shall

2 at the s ame time file w i t h  the d e p a r t m e n t  a r e t u r n  s e t t i n g  out

3 (1) the a m o u n t  of tax due u n d e r  this chapter, less allow-

4 a ble c r e d i t s  a n d  p a y m e n t s  c l a i m e d  a g a i n s t  the tax; and

5 (2) o t h e r  i n f o r m a t i o n  for the p u r p o s e  of c a r r y i n g  out the

6 p r o v i s i o n s  of this c h a p t e r ^  w h i c h  the d e p a r t m e n t  requires.

7 *  Sec. 3. AS  4 3 . 2 0 . 0 3 0 ( d )  is a m e n d e d  to read:

8 (d) A t a x p a y e r [ , U P O N  R E Q U E S T  B Y  T H E  D E P A R T M E N T ] ,  s h all file

9 w i t h  the r e t u r n  [FURNISH T O  T H E  D E P A R T M E N T ]  a [TRUE AND] c o r rect copy

10 of the t a x  r e t u r n  [WHICH T H E  T A X P A Y E R  HAS] f i l e d  w i t h  the U n i t e d

11 S t ates I n t e r n a l  R e v e n u e  Service. E v e r y  t a x p a y e r  shall file an a m e n d e d

12 r e t u r n  w i th the dep a r t m e n t ,  a nd remit any a d d i t i o n a l  tax and i n t erest

^  13 due [ N O T I F Y  T H E  D E P A R T M E N T  IN W R I T I N G  O F  A N Y  A L T E R A T I O N  IN, O R  MODI-

14 F I C A T I O N  OF, T H E  T A X P A Y E R ' S  F E D E R A L  I N C O M E  T A X  R E T U R N  A N D  OF A  RECOM-

15 P U T A T I O N  O F  T AX OR D E T E R M I N A T I O N  OF  D E F I C I E N C Y  ( W H E T H E R  W I T H  O R  WITH-

16 O U T  A S S E S S M E N T ) .  A  F U L L  S T A T E M E N T  OF T H E  F A C T S  S H A L L  A C C O M P A N Y  THIS

17 NOTICE. T H E  N O T I C E  S H A L L  BE  FILED] w i t h i n  60 d a y s  a f t e r  the final

18 d e t e r m i n a t i o n  of  the t a x p a y e r ' s  f e d e r a l  tax l i a b i l i t y  [MODIFICATION,

19 R E C O M P U T A T I O N  O R  D E F I C I E N C Y ,  A N D  T HE T A X P A Y E R  S H A L L  P AY T HE A D D I T I O N A L

20 T A X  O R  P E N A L T Y  U N D E R  THIS C H A P TER]. F o r  p u r p o s e s  of this section, a

21 final d e t e r m i n a t i o n  m eans [ S HALL MEAN] the time that a n  a m e n d e d  feder-

22 al r e t u r n  is f i l e d  or the d a t e  a f e d e r a l  [A N O T I C E  OF D E F I C I E N C Y  OR

23 AN] a s s e s s m e n t  is m a d e  [MAILED T O  T HE T A X P A Y E R  B Y  T HE I N T E R N A L  R E V E N U E

24 SERVICE, E X C E P T  THA T  IN NO  E V E N T  W I L L  T H E R E  B E  A  F I N A L  D E T E R M I N A T I O N

25 FOR P U R P O S E S  O F  THI S  S E C T I O N  U N T I L  T H E  T A X P A Y E R  H A S  E X H A U S T E D  R I G H T S

26 OF A P P E A L  U N D E R  F E D E R A L  LAW].

27 *  Sec. 4. AS  4 3 . 2 0 . 0 3 1  is a m e n d e d  by a d d i n g  n e w  s u b s e c t i o n s  to read:

28 (j) The g r oss inco m e  of a n  i n d i v i d u a l  or  a fi d u c i a r y  is gross

29 i n come as d e f i n e d  i n  26 U.S.C. 61 (Internal R e v e n u e  Code), and
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1 i n c ludes those items s p e c i f i c a l l y  i n c l u d e d  in g r oss i n c o m e  u n d e r

2 S u b t i t l e  A, Ch. IB, P a r t  II of t he I n t e r n a l  R e v e n u e  C o d e  (26 U.S.C. 71

3 -- 89) a nd e x c l u d e s  t h ose items s p e c i f i c a l l y  e x c l u d e d  f r o m  g r o s s

4 i n c o m e  u n d e r  S u b t i t l e  A, Ch. IB, Par t  III of the I n t e r n a l  R e v e n u e  C o d e

5 (26 U.S.C. 101 -- 135), w i t h  the f o l l o w i n g  m o d i f i c a t i o n s :

6 (1 ) a t a x p a y e r  w h o  r e c e i v e s  a  c o s t - o f - l i v i n g  a l l o w a n c e  that

7 is e x e m p t  f rom f e d e r a l  inco m e  t ax shall d e t e r m i n e  an d  i n c l u d e  that

8 amount as par t  of the t a x p a y e r ' s  i n c o m e  as if the c o s t - o f - l i v i n g

9 a l l o w a n c e  w e r e  no t  exempt;

10 (2 ) a t a x p a y e r  w h o  r e c e i v e s  i n t e r e s t  u p o n  o b l i g a t i o n s  of a

1 1 state, or i n t e r e s t  u p o n  o b l i g a t i o n s  of a  p o l i t i c a l  o r  m u n i c i p a l  subdi-

12 v i s i o n  of a state, w h i c h  is e x e m p t  fro m  f e d eral i n c o m e  tax, shall

13 d e t e r m i n e  a n d  i n c l u d e  that amount as p a r t  of the t a x p a y e r ' s  i n c o m e  as

14 if the i n t erest w e r e  not exempt.

15 (k) T h e  f o l l o w i n g  a d j u s t m e n t s  to t he g r oss i n come of  a n  indi-

16 v i d u a l  or f i d u c i a r y  ar e  a l l o w e d  as d e d u c t i o n s  in  a r r i v i n g  at a d j u s t e d

17 gross i n c o m e  u n d e r  this section:

18 (1) the d e d u c t i o n s  a l l o w a b l e  u n d e r  26 U.S.C. 62 ( I n t ernal

19 R e v e n u e  Code)

20 (i) a t t r i b u t a b l e  to a t r ade or  b u s i n e s s  c a r r i e d

21 o n  by a taxpayer;

22 (ii) from the s a l e  or  e x c h a n g e  of  p r o perty;

23 (iii) a t t r i b u t a b l e  to p r o p e r t y  h e l d  f o r  the p r o d u c -

24 t i o n  of rents or  ro y a l t i e s ;

25 (iv) for the p r e m a t u r e  w i t h d r a w a l  of m o n e y  fro m

26 t i m e  s a v ings a c c o u n t s  or  d e p o sits;

27 (v) f or alimony;

28 (2) i n t erest r e c e i v e d  o n  o b l i g a t i o n s  of t he U n i t e d  States;

(3) r e funds of s t a t e  i n c o m e  taxes i n c l u d e d  in  g r oss income.
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1 (1) T he t a x a b l e  inco m e  of  a f i d u c i a r y  is its a d j u s t e d  gross

2 income. The t a x a b l e  i n c o m e  of  an  i n d i v i d u a l  t a x p a y e r  is the taxpay-

3 er's a d j u s t e d  gross i n c o m e  less p e r s o n a l  exe m p t i o n s .  A n  i n d i v i d u a l

4 t a x p a y e r  m ay d e d u c t  from a d j u s t e d  g r oss inco m e  the n u m b e r  of  p e r s o n a l

5 e x e m p t i o n s  to w h i c h  the t a x p a y e r  is e n t i t l e d  u n d e r  26 U . S . C .  151

6 (Internal R e v e n u e  Code). The e x e m p t i o n  a m ount is .,3,000 a n d  is not

7 a d j u s t e d  for inflation.

8 (in) In  this section, " i n d i v i d u a l "  m e a n s  a r e s i dent, n o n r e s i d e n t ,

9 or p a r t - y e a r  r e s i d e n t  i n d i v idual, a n d  " f i d u c i a r y "  m e a n s  a  resident,

10 n o n r e s i d e n t ,  or p a r t - y e a r  r e s ident fiduciary.

11 *  Sec. 5. AS 4 3 . 2 0  is a m e n d e d  by a d d i n g  a n e w  s e c t i o n  to read:

12 Sec. 43 . 2 0 . 0 3 2 .  T A X  C A L C U L A T I O N  F O R  N O N R E S I D E N T S  A N D  P A R T - Y E A R

^  13 RE S I D E N T S .  (a) In  c o m p u t i n g  the t ax of a n o n r e s i d e n t  o r  p a r t - y e a r

14 r e s i d e n t  i n d i v i d u a l  or f i d u c i a r y  u n d e r  AS 4 3 . 2 0 . 0 1 1 ( k ) , t he p a r t  of

15 the a d j u s t e d  g r oss i n c o m e  a t t r i b u t a b l e  to s o u r c e s  ?.n the s t a t e  is

16 d e t e r m i n e d  u n d e r  A S  43.20.040.

17 (b) In c o m p u t i n g  a d j u s t e d  gross i n c o m e  a t t r i b u t a b l e  to  s o urces

18 in the state, d e d u c t i o n s  and a d j u s t m e n t s  are a l l o w e d  o n l y  to the

19 extent that they are c o n n e c t e d  w i t h  i n c o m e  that a r ises f r o m  s o u r c e s  in

20 the state or p r o p e r t y  h a v i n g  a situs fo r  t a x a t i o n  in t he state.

21 * Sec. 6 . AS 4 3 . 2 0 . 0 4 0 ( b )  is a m e n d e d  to read:

22 (b) In this secti o n ,  income is f r o m  a s o urce h a v i n g  a t a x a b l e  or

23 b u s i n e s s  situs in the state if it is d e r i v e d  f r o m

24 (1) o w n i n g  or o p e r a t i n g  b u s i n e s s  f a c i l i t i e s  or  p r o p e r t y  in

25 the state;

26 (2 ) c o n d u c t i n g  business, farming, or f i s h i n g  o p e r a t i o n s  in

27 the state;

28 (3) [Repealed, sec. 10, ch. 1, S S S L A  1980.]

©  29 (4) a p a r t n e r s h i p  t hat [WHICH] t r a n s a c t s  b u s i n e s s  in the
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s t a t e ;

(5) a c o r p o r a t i o n  that [WHICH] t r a n s a c t s  b u s i n e s s  i n  the 

sta • a n d that [WHICH] h as e l e c t e d  to f i l e  federal r e t u r n s  u n d e r  26

U.S.C. 1361 -- 1379 (S u b t i t l e  A, C h a p t e r  1. S u b c h a p t e r  S, I n t e r n a l

R e v e n u e  Code) [ S U B C H A P T E R  S O F  T H E  I N T E R N A L  R E V E N U E  CODE];

(6 ) [Repealed, sec. 10, ch. 1, S S S L A  1980.]

(7) e n g a g i n g  in a n y  o t h e r  a c t i v i t y  f r o m  w h i c h  i n c o m e  is 

received, realized, or d e r i v e d  in t he s t a t e ^

(8 ) w o r k i n g  f or s a l a r y  o r  w a g e s  in  the state;

12J__an e s tate or t r ust d e r i v i n g  inco m e  f r o m  s o u r c e s  i n  the

s t a t e .

* Sec. 7. AS A 3 . 2 0 . 0 4 0  is a m e n d e d  b y  a d d i n g  a n e w  s u b s e c t i o n  to read:

(d) If a business, trade, or  p r o f e s s i o n ,  o t h e r  t han the r e n d e r­

ing of p u r e l y  p e r s o n a l  s e r v i c e s ,  is c a r r i e d  o n  p a r t l y  i n s i d e  a n d  

p a r t l y  o u t s i d e  the state, the i n c o m e  f r o m  s o u r c e s  in the s t a t e  m u s t  be 

d e t e r m i n e d  as p r o v i d e d  in AS  43.19.

* Sec. 8 . AS 4 3 .20 is a m e n d e d  by  a d d i n g  a n e w  s e c t i o n  to read:

Sec. 4 3 . 2 0.062. C R E D I T S  A G A I N S T  TAX. (a) A  r e s i d e n t  is a l­

lowed, as a credit a g a i n s t  the tax o t h e r w i s e  d u e  u n d e r  this chapt e r ,  

the a m o u n t  of income ta x  i m p o s e d  o n  the t a x p a y e r  for the t a x a b l e  y e a r  

by  a n o t h e r  state or  t e r r i t o r y  of  t h e  U n i t e d  S t ates on  i n c o m e  d e r i v e d  

f rom s o u r c e s  in the o t h e r  s t a t e  or  t e r r i t o r y  that is also s u b j e c t  to 

t ax u n d e r  this chapter.

(b) T h e  credit a l l o w e d  i n  (a) of this s e c t i o n  is l i m i t e d  to that 

p r o p o r t i o n  of the tax c o m p u t e d  u n d e r  this c h a p t e r  w h i c h  t he t a x a b l e  

income f r o m  the o t h e r  s t a t e  or t e r r i t o r y  b e a r s  to t o tal t a x a b l e  i n­

come. T h e  credit m a y  n o t  e x c e e d  t he a c t u a l  t a x  p a i d  to the o t h e r  

s tate o r  territory.

(c) The a m ounts d e d u c t e d  a n d  w i t h h e l d  as taxes u n d e r  this
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9

1 c h a p t e r  d u r i n g  a c a l e n d a r  y e a r  are a l l o w e d  as credits to the t a x p a y e r

2 a g a i n s t  the tax i m p o s e d  by this chapter.

3 (d) A t a x p a y e r  w h o  q u a l i f i e s  f or r e c e i p t  of the A l a s k a  p e r m a n e n t

4 fund d i v i d e n d  u n d e r  A S  4 3 .23 may, u n d e r  r e g u l a t i o n s  a d o p t e d  by the

5 dep a r t m e n t ,  r e q u e s t  t he d e p a r t m e n t  to a p p l y  the d i v i d e n d  as a  cred i t

6 a g a inst the tax i m p o s e d  by thi s  chapter.

7 * Sec. 9. AS 4 3 . 2 0  is a m e n d e d  by a d d i n g  a n e w  s e c t i o n  to read:

8 Sec. 4 3 . 2 0.171. C O L L E C T I O N  O F  I N C O M E  A T  SOURCE. fa) E v e r y

9 e m p l o y e r  m a k i n g  p a y m e n t  of w a g e s  o r  s a l a r i e s  shall dedu c t  and w i t h h o l d

10 an  amount of tax c o m p u t e d  in  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  of ta::

11 due on  those w a g e s  u n d e r  this c h a p t e r  fo r  that year. T he e m p l o y e r

12 shall remit w i t h h e l d  t a xes to the d e p a r t m e n t ,  t o g e t h e r  w i t h  a r e t u r n

13 or report p r e s c r i b e d  by  the d e p a r t m e n t ,  at the time or times r e q u i r e d

14 by the d e p a r t m e n t  by r e g u l a t i o n .  T h e  d e p a r t m e n t  shall p u b l i s h  the

15 rate of w i t h h o l d i n g  r e q u i r e d  by t his section. Every e m p l o y e r  m a k i n g  a

16 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 all f u r n i s h  to the e m p l o y e e  n o  l a t e r

17 than J a n u a r y  31 of the s u c c e e d i n g  year, or w i t h i n  30 days a f t e r  ter-

18 m i n a t i o n  of e m p l o y m e n t ,  w h i c h e v e r  is earlier, a w r i t t e n  s t a t e m e n t  o n  a

19 form p r e s c r i b e d  by the d e p a r t m e n t  s h o w i n g  (1) the n a m e  an d  t a x p a y e r

20 i d e n t i f i c a t i o n  n u m b e r  of the em p l o y e r ;  (2 ) the n a m e  and s o c i a l  securi-

21 ty n u m b e r  of the e m p l o y e e ;  (3) the t o tal a m ount of w a g e s  a n d  o t h e r

22 c o m p e n s a t i o n ;  and (4) the t o t a l  a m o u n t  d e d u c t e d  and w i t h h e l d  as tax.

23 (b) 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 s  of w a g e s  or  s a l a r i e s  e a r n e d

24 in the state, r e g a r d l e s s  of t he p l a c e  w h e r e  t he p a yment is m a d e

25 (1) is l i a b l e  for the p a y m e n t  of t he t ax r e q u i r e d  to be

26 d e d u c t e d  a nd w i t h h e l d  u n d e r  this s e c t i o n  and is not l i a b l e  to any

27 in d i v i d u a l  for the a m o u n t  of the p a y m e n t ;  and

28 (2 ) s h a l l  m a k e  r e t u r n  of and pa y  to the d e p a r t m e n t  the

29 amount of t a x  l e v i e d  w h i c h  t he e m p l o y e r  is r e q u i r e d  to d e d u c t  a nd
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w i t h h o l d  u n d e r  this chapter.

(c) A n  e m p l o y e r  w h o  f a ils to c o m p l y  w i t h  this s e c t i o n  is s u b j e c t

to the p e n a l t i e s  set out in A S  4 3 . 0 5 . 2 2 0 ( d ) .

(d) If the e m p l o y e r  is the U n i t e d  S t a t e s  or  the s t ate or a

p o l i t i c a l  s u b d i v i s i o n  of the state, o r  a n  a g e n c y  or  i n s t r u m e n t a l i t y  of

o ne or  m o r e  of  t h ose en t i t i e s ,  the r e t u r n  of the a m ount d e d u c t e d  a n d  

w i t h h e l d  o n  w a g e s  o r  s a l a r i e s  m a y  be  m a d e  by  an  o f f i c e r  of the e m p l o y­

er h a v i n g  c o n t r o l  of the p a y m e n t  of t he w a g e s  o r  s a l aries o r  w h o  is 

a p p r o p r i a t e l y  d e s i g n a t e d  f or that p u r p o s e .

(e) In this section, " w a g e s , "  " e m p l o y e e , "  and " e m p l o y e r "  h a v e

the m e a n i n g  a t t r i b u t e d  to t h e m  u n d e r  26 U . S . C .  1 -- 9602 (Internal

R e v e n u e  Code).

* Sec. 10. AS  4 3 . 2 0 . 3 4 0  is a m e n d e d  by a d d i n g  n e w  p a r a g r a p h s  to read:

(1 2 ) " f i d u c i a r y "  m e a n s  a n  e s tate, a  trust, a guardian, 

trustee, e x e c utor, a d m i n i s t r a t o r ,  r e c e i v e r ,  con s e r v a t o r ,  or  a p e r s o n  

a c t i n g  in a f i d u c i a r y  c a p a c i t y  for a n o t h e r  o r  f o r  the e s t a t e  of a 

d e c e a s e d  person;

(13) " i n d i v i d u a l "  m e a n s  a n a t u r a l  person, m a r r i e d  or  u n ­

marr i e d ,  adult or  minor, s u b j e c t  to p a y m e n t  of a n  i n come t ax u n d e r  26 

U.S.C. 1 -- 9 602 (Internal R e v e n u e  Code);

(14) " d o m i c i l e "  m e a n s  the l o c a t i o n  of  a n  i n d i v i d u a l ' s  true, 

fixed, p e r m a n e n t  hom e  a nd p r i n c i p a l  e s t a b l i s h m e n t ,  to w h i c h  t he i n d i­

v i d u a l  i n t e n d s  to r e t u r n  f r o m  a n y  t e m p o r a r y  or  t r a n s i t o r y  absence;

(15) " n o n r e s i d e n t "  m e a n s  a n  i n d i v i d u a l  w h o  is not a r e s i d e n t  

or  p a r t - y e a r  resident;

(16) " r e s i d e n c e "  m e a n s  a c t u a l  p h y s i c a l  p r e s e n c e  in the s t a t e  

and is d e t e r m i n e d  w i t h o u t  r e g a r d  to a p e r s o n ' s  domicile;

(17) "r e s i d e n t "  m e a n s  a n  i n d i v i d u a l  who, d u r i n g  the t a x a b l e  

year, w as d o m i c i l e d  i n  the s t a t e  or  r e s i d e d  in  the tate f or the
-  . f .
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ei.tire t a x a b l e  year; an  i n d i v i d u a l  does not lose r e s i d e n t  s t a t u s  

s i m p l y  by r e a s o n  of a t t e n d i n g  a n  e d u c a t i o n a l  i n s t i t u t i o n  or by s e r v i n g  

in the a r m e d  forces.

* Sec. 11. AS 4 3 . 2 0.012, 4 3 . 2 0 . 0 1 3 ,  a n d  A S  4 7 . 4 5 . 1 2 0 ( a )  are repealed.

* Sec. 12. S e c tions 1 -- 11 of this A c t  a p p l y  to inco m e  r e c e i v e d  a f t e r  

D e c e m b e r  31, 1987.

* Sec. 13. This Act takes e f f e c t  J a n u a r y  1, 1988.
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I n t r o d u c e d : 2 /2 7 /8 7  w o l2 2 7 h
R e f e r r e d :  S t a t e  A f f a i r s
and F in a n c e

B Y  T H E  R U L E S  C O M M I T T E E  B Y
1 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

2 H O U S E  B I L L  NO. 154

3 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

4 F I F T E E 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

5 A  B I L L

6 F o r  a n  Act entitled: " An A ct r e l a t i n g  to the t a x a t i o n  of i n come d e r i v e d  by

7 individuals; r e l a t i n g  to a m e n d e d  ta x  r e t urns f i l e d  b y

8 taxpayers; a nd p r o v i d i n g  for a n  e f f e c t i v e  d a t e . "

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

10 *  S e c t i o n  1. AS 4 3 . 2 0 . 0 1 1  is a m e n d e d  by a d d i n g  n e w  s u b s e c t i o n s  to read:

11 (g> There is i m p o s e d  f or e a c h  t a x a b l e  y e a r  u p o n  the t a x a b l e

12 inco m e  of e v ery resident, n o n r e s i d e n t ,  a n d  p a r t - y e a r  r e s i d e n t  indi-

•
13 v i d u a l  and fi d u c i a r y  of the state, e x c e p t  t h ose s u b ject to the rates

14 in  (h), (i), and (j ) of this section, a tax c o m p u t e d  a c c o r d i n g  to the

15 f o l l o w i n g  table:

16 If the t a x able inco m e  is: T h e n  the tax is:

17 O v e r  $ 31 but less tha n  $ 3 0 , 0 0 0  3.2 p e r c e n t  of t a x a b l e  i n c o m e

18 $ 3 0 , 0 0 0  or m o r e  $ 960 p l u s  5.7 p e r c e n t  of the

19 exce s s  o v e r  $ 3 0 , 0 0 0

20 (h) T h e r e  is i m p osed f or e a c h  t a x a b l e  y e a r  u p o n  the t a x a b l e

21 inco m e  of every resident, n o n r e s i d e n t ,  a n d  p a r t - y e a r  r e s i d e n t  m a r r i e d

22 i n d i v i d u a l  w h o  m a k e s  a sing l e  r e t u r n  j o i n t l y  w i t h  a spouse, as p r o vid-

23 ed in 26 U.S.C. 6013 (Internal R e v e n u e  Code), a nd u p o n  e v e r y  resident,

24 n o n r e s i d e n t ,  and p a r t - y e a r  r e s i d e n t  s u r v i v i n g  spouse, as d e f i n e d  in 26

25 U.S.C. 2(a) (Internal R e v e n u e  Code), a t ax c o m p u t e d  a c c o r d i n g  to the

26 f o l l o w i n g  table:

27 If the t a x able inco m e  is: T h e n  the tax is:

28 O v e r  $31 but less t h a n  $ 5 0 , 0 0 0  3.2 p e r c e n t  of t a x able income

29 $ 5 0 , 0 0 0  or m o r e  $ 1 , 6 0 0  plu s  5.7 p e r c e n t  o f  the
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» A I -

1 e x c e s s  o v e r  $ 5 0 ,000

2 (i) T h e r e  is i m p o s e d  for e a c h  t a x a b l e  y e a r  u p o n  th e  t a x a b l e

3 i n c o m e  o f  e v e r y  resident, n o n r e s i d e n t ,  a n d  p a r t - y e a r  r e s i d e n t  h e a d  of

4 a h o u s e h o l d ,  as d e f i n e d  i n  26 U.S.C. 2(b) (I n t e r n a l  R e v e n u e  Code), a

5 t a x  c o m p u t e d  a c c o r d i n g  to the f o l l o w i n g  table:

6 If the t a x a b l e  i n c o m e  is: T h e n  the t ax is:

7 O v e r  $31 bu t  less t h a n  $ 4 0 , 0 0 0  3 .2 p e r c e n t  of t a x a b l e  i n c o m e

8 $ 4 0 , 0 0 0  o r  m o r e  $ 1 , 2 8 0  p l u s  5. 7  p e r c e n t  o f  the

9 e x c e s s  o v e r  $ 4 0 , 0 0 0

10 (j ) T h e r e  is i m p o s e d  for e a c h  t a x a b l e  y e a r  u p o n  t he t a x a b l e

11 income of  every resident, n o n r e s i d e n t ,  an d  p a r t - y e a r  r e s i d e n t  m a r r i e d

12 i n d i v i d u a l  w ho does not m a k e  a s i n g l e  r e t u r n  j o i n t l y  w i t h  a s p o u s e  a

13 tax c o m p u t e d  a c c o r d i n g  to the f o l l o w i n g  table:

14 If the t a x a b l e  inco m e  is: T h e n  the t ax is:

15 O v e r  $31 but less t h a n  $ 2 5 , 0 0 0  3.2 p e r c e n t  of t a x a b l e  i n come

16 $ 2 5 , 0 0 0  or  m o r e  $ 800 plu s  5.7 p e r c e n t  of the

17 e x c e s s  o v e r  $ 2 5 , 0 0 0

18 (k) In (g), (h), (i), and (j) of  this section, the t ax o n  a

19 n o n r e s i d e n t  or p a r t - y e a r  r e s i d e n t  i n d i v i d u a l  or f i d u c i a r y  is the tax

20 c o m p u t e d  o n  t a x a b l e  i n c o m e  fro m  all sourc e s ,  m u l t i p l i e d  by  a f r a c t i o n

2 1  the n u m e r a t o r  o f  w h i c h  is a d j u s t e d  g r o s s  i n c o m e  f r o m  s o u r c e s  in the

22 s t a t e  and the d e n o m i n a t o r  of w h i c h  is a d j u s t e d  g r o s s  i n c o m e  f rom all

23 sources.

24  (1) A n  i n d i v i d u a l  s h a l l  d e t e r m i n e  the tax u n d e r  this s e c t i o n

25 u s i n g  the same f i l i n g  s t a t u s  as u s e d  on  the i n d i v i d u a l ' s  f e d eral

26 return.

27 * Sec. 2. A S  4 3 . 2 0 . 0 3 0 ( a )  is a m e n d e d  to read:

28 (a) E v e r y  ind i v i d u a l ,  fiduciary, a n d  [IF A  P A R T N E R S H I P  W H I C H  H A S

29 A  C O R P O R A T I O N  A S  A  P A R T N E R  O R  A] c o r p o r a t i o n  [IS] r e q u i r e d  to m a k e  a
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1 r e t u r n  u n d e r  the p r o v i s i o n s  of the I n t e r n a l  R e v e n u e  Code, [IT] s h all

2 at the sam e  t i m e  file w i t h  the d e p a r t m e n t  a r e t u r n  s e t t i n g  out

3 (1) the amount of t ax d ue u n d e r  this chapter, less allow-

4 a b l e  c r e d i t s  a nd p a y m e n t s  c l a i m e d  a g ainst the tax; an d

5 (2) o t h e r  i n f o r m a t i o n  for the p u r p o s e  of  c a r r y i n g  out the

6 p r o v i s i o n s  of this c h a p t e r ^  w h i c h  the d e p a r t m e n t  requires.

7 * Sec. 3. AS 4 3 . 2 0 . 0 3 0 ( d )  is a m e n d e d  to read:

8 (d) A  t a x p a y e r [ , U P O N  R E Q U E S T  B Y  T H E  D E P A R T M E N T ] ,  shall file

9 w i t h  the r e t u r n  [FURNISH T O  T H E  D E P A R T M E N T ]  a [TRUE AND] c o r r e c t  copy

10 of  the t ax r e t u r n  [WHICH T H E  T A X P A Y E R  HAS] f i l e d  w i t h  the U n i t e d

11 S t a t e s  I n t e r n a l  R e v e n u e  Service. E v e r y  t a x p a y e r  shall file an  a m e n d e d

12 r e t u r n  w i th the d e p a rtment, and remit any a d d i t i o n a l  tax a nd i n t e r e s t

13 d u e  [NOTIFY T H E  D E P A R T M E N T  IN W R I T I N G  OF A N Y  A L T E R A T I O N  IN, O R  M O DI-

14 F I C A T I O N  OF, T H E  T A X P A Y E R ' S  F E D E R A L  I N C O M E  T A X  R E T U R N  A N D  O F  A  RECOM-

15 P U T A T I O N  OF  T A X  OR  D E T E R M I N A T I O N  OF  D E F I C I E N C Y  ( W H E T H E R  W I T H  O R  WITH-

16 O U T  A S S E S S M E N T ) .  A F U L L  S T A T E M E N T  O F  THE F A C T S  S H A L L  A C C O M P A N Y  THI S

17 NOTICE. T H E  N O T I C E  S H ALL BE  FILED] w i t h i n  60 day s  a f t e r  the final

18 d e t e r m i n a t i o n  of the ta x p a y e r ' s  f e d e r a l  tax l i a b i l i t y  [ MODIFICATION,

19 R E C O M P U T A T I O N  OR  DEF I C I E N C Y ,  A N D  T H E  T A X P A Y E R  S H A L L  P A Y  T H E  A D D I T I O N A L

20 T A X  OR  P E N A L T Y  U N D E R  THIS CHAPTER]. F o r  p u r p o s e s  of this section, a

21 f i nal d e t e r m i n a t i o n  m e a n s  [SHALL M E AN] the tim e  that a n  a m e n d e d  feder-

22 al r e t u r n  is f i led o r  the dat e  a f e d eral [A N O T I C E  OF D E F I C I E N C Y  OR

23 AN] a s s e s s m e n t  is m a d e  [MAILED T O  T H E  T A X P A Y E R  B Y  T H E  I N T E R N A L  R E V E N U E

24 SERVICE, E X C E P T  T H A T  IN NO E V E N T  W I L L  T H E R E  B E  A  F I N A L  D E T E R M I N A T I O N

25 F O R  P U R P O S E S  O F  T H I S  S E C T I O N  U N T I L  T H E  T A X P A Y E R  H A S  E X H A U S T E D  R I G H T S

26 OF  A P P E A L  U N D E R  F E D E R A L  LAW].

27 * Sec. 4. AS 4 3 . 2 0 . 0 3 1  is a m e n d e d  by a d d i n g  n e w  s u b s e c t i o n s  to read:

28 (j) The gross income of an  i n d i v i d u a l  or a f i d u c i a r y  is g r oss

29 i n c o m e  as d e f i n e d  i n  26 U.S.C. 61 (Internal R e v e n u e  Code), and

HB0154A - 3 -  HB 154



©

28

2 9

1 i n c l u d e s  those items s p e c i f i c a l l y  i n c l u d e d  in  g r oss i n c o m e  u n d e r

2 S u b t i t l e  A, Ch. IB, Part II of the I n t e r n a l  R e v e n u e  C o d e  (26 U.S.C. 71

3 - - 8 9 )  a nd e x c l u d e s  t h ose items s p e c i f i c a l l y  e x c l u d e d  f r o m  g r o s s

4 i n c o m e  u n d e r  S u b t i t l e  A, Ch. IB, Part III of the I n t e r n a l  R e v e n u e  C ode

5 (26 U.S. C .  101 -- 135), w i t h  the f o l l o w i n g  m o d i f i c a t i o n s :

6 (1 ) a t a x p a y e r  w h o  r e c e i v e s  a c o s t - o f - l i v i n g  a l l o w a n c e  that

7 is e x e m p t  f rom f e d e r a l  inco m e  t ax s h all d e t e r m i n e  a n d  i n c l u d e  that

8 a m o u n t  as part of the t a x p a y e r’s i n c o m e  as if the c o s t - o f - l i v i n g

9 a l l o w a n c e  w e r e  no t  exempt;

10 (2 ) a t a x p a y e r  w h o  r e c e i v e s  i n t e r e s t  u p o n  o b l i g a t i o n s  of  a

1 1 state, or  i n t e r e s t  u p o n  o b l i g a t i o n s  of a p o l i t i c a l  or  m u n i c i p a l  subdi-

12 v i s i o n  of a state, w h i c h  is e x e m p t  f r o m  f e d e r a l  i n c o m e  tax, s h all

13 d e t e r m i n e  and i n c l u d e  that amou n t  as p a r t  of  the t a x p a y e r’s i n c o m e  as

14 if t he i n t e r e s t  w e r e  not exempt.

15 (k) T he f o l l o w i n g  a d j u s t m e n t s  to the g r oss i n c o m e  of a n  indi-

16 v i d u a l  or f i d u c i a r y  are a l l o w e d  as d e d u c t i o n s  in a r r i v i n g  at a d j u s t e d

17 gross i n c o m e  u n d e r  this section:

18 (1) the d e d u c t i o n s  a l l o w a b l e  u n d e r  26 U.S.C. 62 ( I n t ernal

19 R e v e n u e  Code)

20 (i) a t t r i b u t a b l e  to a t r a d e  o r  b u s i n e s s  c a r r i e d

21 o n  by a taxpayer;

22 (ii) fro m  the sale o r  e x c h a n g e  o f  p r o p erty;

23 (iii) a t t r i b u t a b l e  to p r o p e r t y  h e l d  f o r  the p r o duc-

24 t i o n  of rents or  royalties;

25 (iv) f or the p r e m a t u r e  w i t h d r a w a l  of  m o n e y  f r o m

26 t ime s a v i n g s  a c c o u n t s  o r  deposits;

27 (v) f or alimony;

(2) i n t e r e s t  r e c e i v e d  o n  o b l i g a t i o n s  of the U n i t e d  States;

(3) r e f u n d s  of s t a t e  i n c o m e  taxes i n c l u d e d  in  g r oss income. ^
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1 (1) The t a x a b l e  income of a f i d u c i a r y  is its a d j u s t e d  g r oss

2 income. The t a x a b l e  income of a n  i n d i v i d u a l  t a x p a y e r  is the taxpay-

3 er's a d j u s t e d  gross i n come less p e r s o n a l  e x e m p t i o n s .  A n  i n d i v i d u a l

4 t a x p a y e r  m a y  d e d u c t  f rom a d j u s t e d  g r o s s  i n c o m e  t he n u m b e r  of  p e r s o n a l

5 e x e m p t i o n s  to w h i c h  the t a x p a y e r  is e n t i t l e d  u n d e r  26 U . S . C .  151

6 (Internal R e v e n u e  Code). Th e  e x e m p t i o n  a m o u n t  is $ 3 , 0 0 0  a n d  is not

7 a d j u s t e d  for inflation.

8 (m) In this secti o n ,  " i n d i v i d u a l "  m e a n s  a r e s i dent, n o n r e s i d e n t ,

9 or p a r t - y e a r  r e s i d e n t  ind i v i d u a l ,  a n d  " f i d u c i a r y "  m e a n s  a re s i d e n t ,

10 n o n r e s i d e n t ,  o r  p a r t - y e a r  r e s i d e n t  fid u c i a r y .

11 * Sec. 5. AS 4 3 . 2 0  is a m e n d e d  by  a d d i n g  a n e w  s e c t i o n  to read:

12 Sec. 43 . 2 0 . 0 3 2 .  T A X  C A L C U L A T I O N  F O R  N O N R E S I D E N T S  A N D  P A R T - Y E A R

13 RESIDENTS. (a) In c o m p u t i n g  t he t a x  of  a n o n r e s i d e n t  or  p a r t - y e a r

14 r e s ident i n d i v i d u a l  or f i d u c i a r y  u n d e r  AS 4 3 . 2 0 . 0 1 1 ( k ) , the p art of

15 the a d j u s t e d  gross i n c o m e  a t t r i b u t a b l e  to s o u r c e s  in the s t a t e  is

16 d e t e r m i n e d  u n d e r  AS 4 3 . 2 0.040.

17 (b) In  c o m p u t i n g  a d j u s t e d  g r oss i n c o m e  a t t r i b u t a b l e  to s o u r c e s

18 in the state, d e d u c t i o n s  a n d  a d j u s t m e n t s  are a l l o w e d  o n l y  to the

19 e x tent that t h e y  are c o n n e c t e d  w i t h  i n c o m e  that a r i s e s  f rom s o u r c e s  in

20 the state or p r o p e r t y  h a v i n g  a s i tus f o r  t a x a t i o n  in the state.

21 * Sec. 6 . AS  4 3 . 2 0 . 0 4 0 ( b )  is a m e n d e d  to read:

22 (b) In this section, i n c o m e  is f r o m  a s o u r c e  h a v i n g  a t a x a b l e  or

23 b u s i n e s s  situs in the s t ate if it is d e r i v e d  f rom

24 (1 ) o w n i n g  or o p e r a t i n g  b u s i n e s s  f a c i l i t i e s  or  p r o p e r t y  in

25 the state;

26 (2 ) c o n d u c t i n g  b u s i n e s s ,  farming, or f i s h i n g  o p e r a t i o n s  in

27 the state;

28 (3) [Repealed, sec. 10, ch. 1, S S S L A  1980.]

29 (4) a p a r t n e r s h i p  tha t  [WHICH] t r a n s a c t s  b u s i n e s s  in the
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s t a t e ;

(5) a c o r p o r a t i o n  that [WHICH] t r a n s a c t s  b u s i n e s s  in  the 

s t ate a n d that [WHICH] has e l e c t e d  to f i l e  federal r e t u r n s  u n d e r  26

U.S.C. 1361 -- 1379 ( S u b title A, C h a p t e r  1. S u b c h a p t e r  S. I n t e r n a l

R e v e n u e  Code) [ S U B C H A P T E R  S O F  T H E  I N T E R N A L  R E V E N U E  CODE];

(6 ) [Repealed, sec. 10, ch. 1, S S S L A  1980.]

(7) e n g a g i n g  in a n y  o t h e r  a c t i v i t y  f r o m  w h i c h  i n c o m e  is 

r e c e ived, r e a l i z e d ,  or d e r i v e d  in  t he s t a t e ^

(8 ) w o r k i n g  f or s a l a r y  o r  w a g e s  in the state;

(9) a n  e s t ate or  t r ust d e r i v i n g  inco m e  f r o m  s o u r c e s  in the

s t a t e .

*  Sec. 7. AS  4 3 . 2 0 . 0 4 0  is a m e n d e d  by  a d d i n g  a n e w  s u b s e c t i o n  to read:

(d) If a bu s i n e s s ,  trade, or  p r o f e s s i o n ,  o t h e r  t h a n  the r e n d e r­

ing of p u r e l y  p e r s o n a l  s e r v i c e s ,  is c a r r i e d  o n  p a r t l y  i n s i d e  and 

p a r t l y  o u t s i d e  the state, the i n c o m e  f r o m  s o u r c e s  in  the s t a t e  m u s t  be 

d e t e r m i n e d  as p r o v i d e d  in  AS  43.19.

*  Sec. 8 . AS 4 3 . 2 0  is a m e n d e d  by  a d d i n g  a n e w  s e c t i o n  to read:

Sec. 4 3 . 2 0 . 0 6 2 .  C R E D I T S  A G A I N S T  TAX. (a) A  r e s i d e n t  is a l­

lowed, as a c r e d i t  a g a i n s t  the tax o t h e r w i s e  d ue u n d e r  thi s  chapter, 

the a m o u n t  of  i n c o m e  tax i m p o s e d  on the t a x p a y e r  for the t a x a b l e  yea r  

by a n o t h e r  s t a t e  or t e r r i t o r y  of  t he U n i t e d  Stat e s  on i n c o m e  d e r i v e d  

f r o m  s o u r c e s  in the o t h e r  s t a t e  or t e r r i t o r y  that is also s u b j e c t  to 

t a x  u n d e r  this chapter.

(b) T he c r edit a l l o w e d  i n  (a) of this s e c t i o n  is l i m i t e d  to that 

p r o p o r t i o n  of the t ax c o m p u t e d  u n d e r  this c h a p t e r  w h i c h  the t a x able 

i nco m e  f rom t he o t h e r  s t ate or  t e r r i t o r y  b e a r s  to t o t a l  t a x a b l e  i n­

come. T h e  credit m a y  no t  e x c e e d  t he a c t u a l  t ax p a i d  to the o t h e r  

s t a t e  or  territory.

(c) T he a m o u n t s  d e d u c t e d  a n d  w i t h h e l d  as taxes u n d e r  this
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1 c h a p t e r  d u r i n g  a c a l e n d a r  y e a r  are a l l o w e d  as c r e dits to the t a x p a y e r

2 a g a i n s t  the tax i m p o s e d  by this chapter.

3 (d) A  t a x p a y e r  w h o  q u a l i f i e s  f or r e c e i p t  of the A l a s k a  p e r m a n e n t

4 fund d i v i d e n d  u n d e r  AS  43.23 may, u n d e r  r e g u l a t i o n s  a d o p t e d  by the

5 d e p a r t m e n t ,  r e q u e s t  the d e p a r t m e n t  to a p p l y  the d i v i d e n d  as a cred i t

6 a g a i n s t  the tax i m p o s e d  by this chapter.

7 * Sec. 9. AS 4 3 . 2 0  is a m e n d e d  by a d d i n g  a n e w  s e c t i o n  to read:

8 Sec. 43 . 2 0 . 1 7 1 .  C O L L E C T I O N  O F  I N C O M E  A T  SOURCE. (a) E v e r y

9 e m p l o y e r  m a k i n g  p a y m e n t  of w a g e s  o r  s a l aries shall d e d u c t  and w i t h h o l d

10 a n  a m ount of tax c o m p u t e d  in a m a n n e r  to a p p r o x i m a t e  the amou n t  of t ax

11 due on  those w a g e s  u n d e r  this c h a p t e r  f o r  that year. T he e m p l o y e r

12 shall remit w i t h h e l d  taxes to the d e p a r t m e n t ,  t o g e t h e r  w i t h  a r e t u r n

13 or  report p r e s c r i b e d  by  the d e p a r t m e n t ,  at the time o r  times r e q u i r e d

14 by the d e p a r t m e n t  by regulation. T h e  d e p a r t m e n t  shall p u b l i s h  the

15 rate of w i t h h o l d i n g  r e q u i r e d  by  thi s  section. E v e r y  e m p l o y e r  m a k i n g  a

16 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 all f u r n i s h  to the e m p l o y e e  no  l a ter

17 tha n  J a n u a r y  31 of the s u c c e e d i n g  year, or w i t h i n  30 days a f t e r  ter-

18 inination of emp l o y m e n t ,  w h i c h e v e r  is earlier, a w r i t t e n  s t a t e m e n t  on  a

19 for m  p r e s c r i b e d  by  the d e p a r t m e n t  s h o w i n g  (1) the n a m e  a nd t a x p a y e r

20 i d e n t i f i c a t i o n  n u m b e r  of the e m p loyer; (2 ) the n ame and s o c i a l  securi-

21 ty n u m b e r  of the employee; (3) the t o tal amount of w a g e s  a n d  o t h e r

22 c o m p e n s a t i o n ;  and (4) the total a m o u n t  d e d u c t e d  and w i t h h e l d  as tax.

23 (b) 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 s  of w a ges o r  s a l aries e a r n e d

24 in the state, r e g a r d l e s s  of the p l a c e  w h e r e  the p a y m e n t  is m ade

25 (1) is liab l e  for the p a y m e n t  of the ta x  r e q u i r e d  to be

26 d e d u c t e d  and w i t h h e l d  u n d e r  this s e c t i o n  and is n o t  l i a b l e  to any

27 i n d i v i d u a l  f or t he a m ount of the p a y m e n t ;  and

28 (2 ) s h all m a k e  r e t u r n  of  a nd pay to t he d e p a r t m e n t  the

A  29 a m ount of t a x  l e v i e d  w h i c h  t he e m p l o y e r  is r e q u i r e d  to d e d u c t  a nd
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w i t h h o l d  u n d e r  this chapter.

(c) A n  e m p l o y e r  who fails to c o m p l y  w i t h  this s e c t i o n  is s u b j e c t  

to the p e n a l t i e s  set out in  AS 4 3 . 0 5 . 2 2 0 ( d ) .

(d) If the e m p l o y e r  is the U n i t e d  Stat e s  o r  the s t a t e  o r  a 

p o l i t i c a l  s u b d i v i s i o n  of the state, o r  an  a g e n c y  o r  i n s t r u m e n t a l i t y  of 

one or  m o r e  of those entities, the r e t u r n  o f  the amou n t  d e d u c t e d  a nd 

w i t h h e l d  o n  w a g e s  or  s a l aries m a y  be m a d e  by  an  o f f i c e r  of the e m p l o y­

er h a v i n g  c o n t r o l  of the p a y m e n t  of  the w a g e s  or s a l a r i e s  o r  w h o  is 

a p p r o p r i a t e l y  d e s i g n a t e d  f or that purpose.

(e) In this section, " w a g e s , "  " e m p l o y e e , "  a nd " e m p l o y e r "  h a v e  

the m e a n i n g  a t t r i b u t e d  to t h e m  u n d e r  26 U.S.C. 1 -- 9602 ( I n ternal

R e v e n u e  Code).

* Sec. 10. AS  4 3 . 2 0 . 3 4 0  is a m e n d e d  by a d d i n g  n e w  p a r a g r a p h s  to read:

(12) " f i d u c i a r y "  m e a n s  an  estate, a trust, a gu a r d i a n ,  

trustee, e x e cutor, a d m i n i s t r a t o r ,  receiver, c o n s ervator, or a p e r s o n  

a c t i n g  in a f i d u c i a r y  c a p a c i t y  f o r  a n o t h e r  o r  f or the e s t a t e  of a 

d e c e a s e d  person;

(13) " i n d i v i d u a l "  m e ans a n a t u r a l  person, m a r r i e d  or  u n ­

marri e d ,  adult or  minor, s u bject to p a y m e n t  of  an inco m e  tax u n d e r  26

U.S.C. 1 -- 9602 (Internal R e v e n u e  Code);

(14) " d o m i c i l e "  m e a n s  the l o c a t i o n  of a n  i n d i v i d u a l ' s  true,

fixed, p e r m a n e n t  home and p r i n c i p a l  e s t a b l i s h m e n t ,  to w h i c h  t he i n d i­

vid u a l  intends to r e t u r n  f r o m  any t e m p o r a r y  o r  t r a n s i t o r y  absence;

(15) " n o n r e s i d e n t "  m e a n s  an  i n d i v i d u a l  w h o  is not a r e s i d e n t  

or p a r t - y e a r  resident;

(16) " r e s i d e n c e "  m e a n s  a c t u a l  p h y s i c a l  p r e s e n c e  in the s t a t e  

and is d e t e r m i n e d  w i t h o u t  r e g a r d  to a p e r s o n ' s  domicile;

(17) " r e s i d e n t "  m e a n s  a n  i n d i v i d u a l  who, d u r i n g  the t a x a b l e  

year, w as d o m i c i l e d  in  the s t ate o r  r e s i d e d  in t he s t ate f or t he
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e nti r e  t a x a b l e  year; a n  i n d i v i d u a l  doe s  not lose r e s i d e n t  s t atus 

sip.ply by r e a s o n  of a t t e n d i n g  a n  e d u c a t i o n a l  i n s t i t u t i o n  or b y  s e r v i n g  

in the a r m e d  forces.

* Sec. 11. AS  4 3 . 2 0.012, 4 3 . 2 0 . 0 1 3 ,  a n d  AS  4 7 . 4 5 . 1 2 0 ( a )  are r e p e aled.

* Sec. 12. Sections 1 -- 11 of this A c t  a p p l y  to i n c o m e  r e c e i v e d  a f t e r  

D e c e m b e r  31, 1987.

* Sec. 13. This Act takes effect J a n u a r y  1, 1988.
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