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O f f e r e d  i n  t h e  S E N A T E  b y  G r u e n b e r g
T O :  S C S  C S  H B  6  ( H E S S )

P a g e  1 ,  L i n e  1 1 ,  a f t e r  " P U R P O S E . " :
I n s e r t  " T h e  L e g i s l a t u r e  r e c o g n i z e s  t h e  u n i q u e  s o c i a l  a n d  

e c o n o m i c  i m p o r t a n c e  o f  A l a s k a ' s  c o l l e g e s  a n d  
u n i v e r s i t i e s  t o  t h e  s t a t e ' s  f u t u r e . "

P a g e  1 ,  l i n e  1 4 ,  a f t e r  " a c q u i s i t i o n s " :
D e l e t e  " ,  d u r i n g  t h i s  p e r i o d  o f  d e c r e a s e d  s t a t e  r e v e n u e "
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O f f e r e d  i n  t h e  S E N A T E  b y  G r u e n b e r g
T O :  S C S  C S  H B  6  ( H E S S )

P a g e  1 ,  l i n e  2 2 ,  a f t e r  " o r " :
D e l e t e  " $ 1 0 0 , 0 0 0 "  a n d  i n s e r t  " $ 1 0 , 0 0 0 "

P a g e  2 ,  l i n e  1 8 ,  a f t e r  " o r " :
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P a g e  3 ,  l i n e  9 ,  a f t e r  " o r " :
D e l e t e  " $ 1 0 , 0 0 0 "  a n d  i n s e r t  " $ 1 , 0 0 0 "

P a g e  3 ,  l i n e  2 7 ,  a f t e r  " o r " :
D e l e t e  " $ 1 0 0 , 0 0 0 "  a n d  i n s e r t  " $ 1 0 , 0 0 0 "

P a g e  4 ,  l i n e  1 6 ,  a f t e r  " o r " :
D e l e t e  " $ 1 0 0 , 0 0 0 "  a n d  i n s e r t  " $ 1 0 , 0 0 0 "
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SUBJECT:

TO:

FROM:

C o n s t i t u t i o n a l i t y  o f  S C S C S H B  6 ( H E S S )

S e n a t o r  P a u l  F i s c h e r ,  C h a i r  
H e a l t h ,  E d u c a t i o n  a n d  S o c i a l  S e r v i c e s  
C o m m i t t e e  * *

T h e r e s a  L .  B a n n i s t e r  %
L e g i s l a t i v e  C o u n s e l

T h i s  m e m o  a c c o m p a n i e s  t h e  c o m m i t t e e  s u b s t i t u t e  f o r
C S H B  6 ( F i n )  a m  t h a t  h a s  b e e n  r e q u e s t e d  f o r  y o u r  c o m m i t t e e .
T h e  C S  a d d s  p r i v a t e  s c h o o l s  t o  t h e  t a x  c r e d i t  p r o v i s i o n s .

P l e a s e  b e  a w a r e  t h a t  a  q u e s t i o n  e x i s t s  a b o u t  t h e  c o n s t i t u -  . 
t i o n a l i t y  o f  t h e  p r o p o s e d  C S  b e c a u s e  i t  c o v e r s  p r i v a t e  
s c h o o l s .  T h e  s t a t e  c o n s t i t u t i o n  p r o h i b i t s  p u b l i c  m o n e y  
b e i n g  s p e n t  " f o r  t h e  d i r e c t  b e n e f i t  o f  a n y  r e l i g i o u s  o r  
o t h e r  p r i v a t e  e d u c a t i o n a l  i n s t i t u t i o n " .  A r t .  V I I ,  s e c .  1 ,  
A l a s k a  S t a t e  C o n s t i t u t i o n .  A p p l y i n g  p r i v a t e  s c h o o l  c o n t r i ­
b u t i o n s  a s  c r e d i t s  a g a i n s t  t a x e s  o w e d  t o  t h e  s t a t e  m i g h t  b e  
c o n s t r u e d  t o  b e  u s i n g  s t a t e  m o n e y  f o r  t h e  b e n e f i t  o f  r e l i ­
g i o u s  o r  o t h e r  p r i v a t e  e d u c a t i o n a l  i n s t i t u t i o n s .  T h e r e  d o e s  
n o t  a p p e a r  t o  b e  a n y  c a s e  l a w  d i r e c t l y  o n  t h i s  p o i n t ,  s o  t h e  
r e s u l t  o f  a  c o u r t  c h a l l e n g e  i s  u n c l e a r .

I f  I  m a y  b e  o f  f u r t h e r  a s s i s t a n c e ,  p l e a s e  a d v i s e .

T L B : m k r  
m l  1 / 0 3 3

E n c l o s u r e
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Title: Act allowi'no tax c red its  f o r  
c on t r ibutions to educational i n s t i t u t i ons

F ISC A L  D E T A IL

bruenpero, et .  a

E X P E N D IT U R E S /R E V E N U E S (T hou san d s  o f Dollars)

PERSONAL SERVICES 
TRAVEL 
CONTRACTUAL 
SUPPLIES 
EQUIPMENT 
LAND A  STRUCTURES 
GRANTS, CLAIMS 
MISCELLANEOUS_____

Posit ivePos it ive Posit ive | Posit ive

F U N D IN G  : (Thousands o f  D o lla rs )
GENERAL FUND 
FEDERAL FUNDS 
OTHER
T O T A L __________

P O S IT IO N S
FULL-TIME

PA R T - T I M E

TEMPORARY

A N A LY S IS See attached

Brian Rogers, Budget D irecto r 474-6490
JanuaryPrepared by 

Division :
Phone
Date:University o f  Alaska

January 29Approved by C & h tk k x B H a c : -A - ^ A .
Agency: University oT  A laska .
Distribution (by Agency preparing fiscal note) 
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Requestor
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C O N T I N U A T I O N  of F I S C A L  N O T E  A N A L Y S I S

F o r  B i l l / R e s o l u t i o n  N o .  CSHB  6 ( F i n )
*

It is impossible to give exact figures on what the revenue gain to the University of 

Alaska would be under HB 6 because, although the tax credt incentive can be 

analyzed, the degee of response to such a tax measue is not possible to gauge.

N o .  4
CSHB 6 (Fin) 
3/4/87

Corporations who now make charitable contributions will have an incentive to channel 

them toward qualifying institutions, as they wiU have an economic incentive to do so. 

Losses to the Alaska state treasury from the tax credt will be offset by ccrrespondng 

gains -  twice as large as the losses -  to Alaska educational institutions.

This is particularly important in the case of multi-state corporations, who wiil, if the 

measure passes, have a strong economic incentive to contribute to qualifying 

educational institutions in Alaska, rather than institutions in other states. Non-Alaska 

tax-deductible organizations will tend to lose contributions as ccrporations operating ir> 

Alaska will retain » '▼eater amount of net income by redr acting their contributions to 

qualifying Alaska .ational institutions.

The magnitude of corporate contributions which micfit be affected is likely to be in the 

$250,000 to $1 million range annually. The oil industry, for example, contributed iess 

than $20 million to U.S. colleges and universities in 1S84. If the University of Alaska 

could due to this tax credt gamer 2 %  of the total U.S. od industry contributions, the 

measure would generate $400,000 fcr the university and cost $200,000 to the state 

treasury.

Provisions in the legislation which deny eiigbiiity for contributions accepted fcr 

endowment purposes will, however, be detrimental to current efforts by the University 

of Alaska. The university is seeking to increase the size of its endowments and to 

create endowed chairs in areas of excellence. These provisions (Sec. 43.20.014(b), 

Sec. 43.55.109(b), Sec. 43.56.018(b), Sec. 43.65.018(b), and Sec. 43.75.018(b)) will 

create economic dsincentives fcr corporations and indviduals to contribute to 

endowments; those wishing to contribute to the university will receive additional 

economic benefits if they contribute to cur ant operations rather than endowments.
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No. 5

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

B i l l  V e r s i o n : ^  CSHB 6(Fin) 
R E Q U E S T ______________________________________________  P u b l i s h  D a t e : _  HOUSE 3/4/87

R e v i s i o n  D a t e :  2 / 3 / 8 7 __________________________  A g e n c y  A f f e c t e d :  R e v e n u e

T i t l e :  T a x  C r e d i t s  - E d u c a c i o n a l  I n s t i -  B R U :  A u d i t _____________________

t u t i o n s ______________________________________________

S p o n s o r :  G r u e n b e r g  et  al ______________________ C o m p o n e n t s : ____________________

R e q u e s t o r :  H o u s e  H e a l t h .  E d u c a t i o n  &

S o c i a l  S e r v i c e s  a n d  F i n a n c e _________________

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  o f  D o l l a r s )

1 i F Y  87 1 F Y  88 1 FY 39 F Y  90 1 F Y  91 1 F Y  9 2

1 O P E R A T I N G  i i 1 1 !

| P E R S O N A L  S E R V I C E S  [ -  0 - 1 -  0 - 1 - 0 - 1 -  0 - | -  0 - 1 -  n -

| T R A V E L  | -  0 - 1 -  0 - 1 - 0 - | -  0 - | -  0 - ! -  3 -

| C O N T R A C T U A L  | -  0 - | - 0 - I - 0 - 1 -  0 - | -  0 - i -  ' -

S U P P L I E S -  0 - | -  0 - I - 0 - | -  0 - 1, -  0 - l -  -

| E Q U I P M E N T -  0 - | -  0 - r - o - | -  0 - I -  0 - i -  •) -i
| L A N D S  & S T R U C T U R E S -  0 - | -  0 - 1 - 0 - 1 -  0 - I - 0 - | -  o -

| G R A N T S , C L A I M S -  0 - | -  0 - I - 0 - | -  0 - | - 0 - | -  0 -

1 M I S C E L L A N E O U S -  0 - | -  0 - | - 0 - 1 -  0 - I - 0 - I -  0 -

T O T A L  O P E R A T I N G -  0 - 1 -  0 - | - 0 - | -  0 - 1 - 0 - | -  0 -

1 C A P I T A L  1 - 0 - I - 0 - 1 - 0 - 1 -  0 - | - 0 - 1 - 0 -

1 R E V E N U E  I -  0 - I -  0 - | - 0 - 1 -  0 - | - 0 - 1 -  0 -

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  | -  0 - | -  0 - 1 - 0 - | -  0 - | -  0 - 1 - : -
| F E D E R A L  F U N D S -  0 - | -  0 - 1 - 0 - 1 -  0 - | - 0 - i -  0 -

j O T H E R -  0 - | -  0 - | - 0 - 1 -  0 - 1 -  0 - i -  0 -

1 T O T A L -  0 - I -  0 - 1 -  0 - | -  0 - | -  0 - I - 0 -

P O S I T I O N S :

! F U L L - T I M E  | — 1 1 1 1 1
| P A R T - T I M E  ! — 1 1 1 1 I

I T E M P O R A R Y  ! - 1 1 1 1 :

A N A L Y S I S :  S e e  a t t a c h e d .

P r e p a r e d  By: S t e v e n  £. __________  P h o n e :  4 6 5 - 2 3 2 0 _______

D i v i s i o n :  A u d i t  V D a t e :  2 / 3 / 8 7

A p p r o v e d  b y  C o m m i s s i o n e r :  H u g h  M a l o n e  D a t e :  P P?
A g e n c y :  D e p a r t m e n t  of R e v e n u e  ^  ’ /  /

D i s t r i b u t i o n  ( b y  A g e n c y  p r e p a r i n g  fiscal" 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  3 n d  B u d g e t

I m p a c t e d  A g e n c y ( i e s )  p a g e  I of 2

S e n a t e  S e c r e t a r y
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F i s c a l  N o t e  B i l l  A n a l y s i s

H B  6 is v e r y  s i m i l a r  to C S  f o r  H B  6 8 8  w h i c h  w a s  i n t r o d u c e d  m  t h e  H o u s e  l a s t  

y e a r .  T h e  b i l l  p r o v i d e s  f o r  a t a x  c r e d i t  to b e  g i v e n  to t h o s e  p e r s o n s  a n d  

b u s i n e s s e s  m a k i n g  c a s h  c o n t r i b u t i o n s  to c e r t a i n  e d u c a t i o n a l  i n s t i t u t i o n s  -no 

r e s t r i c t i n g  s t 3 t e  t a x  d e d u c t i o n s  u n d e r  25 U . S . C .  170.

T h e  c r e d i t  is g e n e r a l l y  l i m i t e d  to 5 0  p e r c e n t  o f  t h e  c o n t r i b u t i o n  a n -  is 

f u r t h e r  l i m i t e d  d e p e n d i n g  u p o n  t h e  t y p e  or t 3 X  b e i n g  o f f s e t .  T h e  f o l l o w i n g  

t a x  t y p e s  m a y  r e c e i v e  t h e  c r e d i t  a n d  t h e  a d d i t i o n a l  l i m i t a t i o n s  a r e  TOt.ec

S e c t i o n  1 - 7

T A X  T Y P E  L I M I T A T I O N

A S 4 3 . 2 0 C o r p o r a t e  I n c o m e  T a x L e s s e r of 107. of t a x or >10

A S 4 3 . 5 5 O i l  & G a s  P r o d u c t i o n  T a x

r

L e s s e r of 107.

4
o f t a x or S 1. :oo

A S 4 3 . 5 6 O i l  & G a s  P r o p e r t y  T a x L e s s e r of 107. o f t a x or' M #J w’U

A S 4 3 . 6 5 M i n i n g  T a x L e s s e r of 107. o f c a x o r n o . 00 0

A S 4 3 . 7 5 F i s h e r i e s  E u s i n e s s  T a x L e s s e r of 107. o f c a x o r n o . occ

f o r  i n c o m e  t a x  p u r p o s e s  t h e  c r e d i t  i s  i n  l i e u  of t he c o n t r i b u t i o n  d e d u c t i o n  

n o r m a l l y  a l l o w e d  b y  t h e  I n t e r n a l  F.evenue C o d e .  A  p e r s o n  w i t h  a t a x  l i a b i l i t y  

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

t y p e .  T h e r e  is n o  c a r r y o v e r  o f  u n u s e d  c r e d i t s  a s  d r a f t e d .

C o n t r i b u t i o n s  m a y  n o t  b e  e a r m a r k e d  f o r  s p e c i f i c  p u r p o s e s  a n d  m u s t  b e  u s e a  f o r  

d i r e c t  i n s t r u c t i o n ,  r e s e a r c h ,  a n d  e d u c a t i o n a l  s u p p o r t  p u r p o s e s  i n c l u d i n g  

l i b r a r y  a n d  m u s e u m  a c q u i s i t i o n s .

B o t h  t h e  D e p a r t m e n t  o f  R e v e n u e  a n d  e a c h  p u b l i c  c o l l e g e  a n d  u n i v e r s i t y  m u s t  

f i l e  i n f o r m a t i o n a l  r e p o r t s  w i t h  t h e  l e g i s l a t u r e .

S e c t i o n  8

P r o v i d e s  t h a t  t h e  t a x  c r e d i t  w i l l  n o t  r e d u c e  t h e  25 -  5 0  p e r c e n t  s h a r e  of i h e  

f i s h e r i e s  t a x  t h a t  is s h a r e d  to l o c a l  m u n i c i p a l i t i e s .

S e c t i o n  9

P r o v i d e s  a n  e f f e c t i v e  d a t e  a p p l i c a b l e  to c o n t r i b u t i o n s  m a d e  a f t e r  T e c e m D e r  ii. 

1 9 8 7 .
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REQUEST

STATE OF ALASKA 1987 LEGISLATIVE SESSION 
FISCAL NOTE

Bill Version; CSHB 6(Fin) 
__________________  Publish Date:’ HOUSE 3/4/87

No. 6

Revision Date: _______
Title: An Act Allowing Tax Credits For 
Contributions to Education Institutions 
Sponsor: Gruenberg
Requestor:_______________________________

Agency Affected: 
BRU:

Revenue

Components:

EXPENDITURES/REVENUES: (Thousands of Dollars)

I
1 OPERATING

1 FY 87 1 FY 88 1 FY 89 1 FY 90 1 FY 91 1 FY 92
T T T"

I PERSONAL SERVICES 1 | - | - 1 I — |
1 TRAVEL i - | | — 1 1 • —

I CONTRACTUAL 1 - | 1 - 1 - | - j

1 SUPPLIES 1 1 I - 1 - | — | -

1 EQUIPMENT i j ! - 1 | - j
1 LANDS & STRUCTURES 1 - | | 1 - 1 - j

1 GRANTS, CLAIMS 1 - j ] - I - [ — [

1 MISCELLANEOUS i j - 1 — 1 J - | ~

I TOTAL OPERATING 1 - 1 *“ 1 - 1 - j - i -

I c a p i t a l 1 — i r - i - 1 -

1 REVENUE " | 

FUNDING: (Thousands of Dollars)

(See Attachment)

1 GENERAL FUND 1 - 1 - 1 - 1 - 1 - 1 -

I FEDERAL FUNDS 1 - 1 - 1 • 1 - ! - 1 -

1 OTHER 1 - 1 - I - 1 - 1 - 1 •

1 TOTAL 1 - 1 - 1 - 1 - 1 - 1 -

POSITIONS:
1 FULL-TIME 1 - 1 - 1 - “ I - 1 - 1 —

1 PART-TIME 1 - 1 - 1 - I - ! - 1
1 TEMPORARY 1 - 1 - 1 - 1 - 1 - 1 -

ANALYSIS: Attach a separate page if necessary

Prepared By: _______
Division: Research

Mary Ellen Frank/Dob Elliott**4-^

Approved by Commissioner: 
Agency: R e v e n u e

H u g h  M a l o n e 'O r -

Phone: 465-2173
Date: " 2/6/87

Date: 2/9/87

Distribution (by Agency preparing fiscal note): 
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Requestor
Office of Management and Budget 
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Senate Secretary
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Continuation for Fiscal Note Analysis 

HB 6

It 1s Impossible to give exact figures on what the revenue loss to 
the State would be under HB 6 because, although the Incentives can be 
analyzed (below), the degree of response to the tax measure Isn't 
possible to gauge.

1. The State will lose tax revenue but may also have less demand 
for existing revenues 1f educational institutions are funded by 
private contributions.

2. Ncn-educat1onal tax deductible organizations will tend to lose 
contributions from companies because corporations will have a net 
gain 1n retained Income by redirecting their contribution budgets to 
qualifying Alaska educational Institutions.

3. Non-Alaskan tax deductible organizations Including educational 
Institutions will tend to lose contributions as corporations 
operating 1n Alaska will retain a greater amount of net Income by 
redirecting their contributions to qualifying Alaska educational 
Institutions.

4. On aggregate, companies that do not make charitable 
contributions now will have no economic Incentives* to change that. 
Companies that have contribution budgets will have Incentive to 
channel them toward qualifying Institutions as they will have an 
economic Incentive*. *Econom1c Incentive here means having greater 
net Income retained after contribution.

5. The Federal government will tend to gain tax revenue on 
aggregate. Companies which currently make contributions will have 
less deductions against Federal Income taxes (due to the add back of 
state credits), and thus will have a greater Federal tax liability. 
In contrast, companies not already making contributions would have 
more deductions and less Federal tax liability 1f they chose to make 
contributions. However, as noted 1n Item four above, they would 
have less retained Income after contributions, and thus no economic 
Incentive.

6. There will be less ability for the State and educational 
institutions to estimate revenues and subsequently to control 
budgets due to the unpredictable natrre of the tax credits.
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