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rfio honorable Jan Faiks
President of the Senate
Alaska state Legislature
P.0. Fox V

Juneau, AK 99811

Dear Senator |lTaiks:

Under the authority of art. TIT, sec. 18, of the Alaska Con—
stitution, 1 am transmitting a bill relating to the taxation
of individuals ar.d fiduciaries, and to amended tax returns
filed by taxpayers, Tne bill reimposos an individual income
tax.

I know that an income tax 1in not an instantly popular idea.
However, | believe Alaskans want to be in control of our own
destiny. I believe we have reached the time when we must
reduce our dependence on the price of oil, apricethat 1is
not within cur control.

I also believe Alaskans wnr.t rtate government to provide a

decent and ccmi.".tent level of public services. An indi—
vidual 1income tax is one oi the 1iairest ways of meeting this
goal. Those who are most able to pay bear a greater propor—

tion of the burden.

This bill also ensures that nonresidents who take jobs in
Alaska make their fair contribution to our state. Ac ex—
plained below, thin bill 1is more effective than our earlier
lav; ir; making sure what this happens.

T believe that Alaskans are willing to help pay for
government if that government is responsive and accountable.
I think that an income tax wil* help make surethat our gov—

ernment listens to its people.

The bill embodies a tax structure that is simple, lair, and
relatively easy t.o administer. The taxpayer need only com—
plete a one-page return. Basically, the taxpayer begins
with "total 1income™ us set out on the federal return, and
nay make only limited adjustment: to that figure. The per —
sonal exemptions are then deducted, and the remainder ic
taxable income.
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The 1income 1is taxed in two brackets: 3.2 percent and 5.7
percent.. Py not providing for the full array oi familiar
deductions historically available in a personal income tax,

this bill will tax a comparatively broacl tax base. As a
result, the tax rate 1is lower than it would be if deductions

were permitted. The tax i1atet have been established to gen—
erate $250,000,000 over a full year; collections for FY PC
are estimated to be approximately $85,000,000. Receipts 1in
1"y 88 will Dbe from "withholding” only, since returns for
calendar year 1988 will not be due until the ..princ of 1989.

FY PC receipts will not reach one-half of a full year®s re—
ceipts because of the lag between wages paid and withholding

remitted to the state.

An individual®s filing status will be the same as on the
federal return. The filing status determines how much in—
come 1is taxed in the lower bracket of 3.2 percent, Foi in—
dividual taxpayers "and fidnci.aries) , that amount 1is income
of less than $30,000. For married coupler, filing a joint
return, and for surviving spouses, the amount 1is 1income of
less than $50,000; for married indivicuals filing separate

returns, it 1ir. income of less than $25,000. Fcr heads of
household, the amount il ircome of less than $40,000. In—
come in excess of these levels 1is taxed at the higher 5.7
percent rate. Section 1 of the bill sets out the rates fcr

each Tfilino status.

The individual 1income tax law, before it. repeal 1in 19fC,

favored nonresidents over residents by taxing nonresident
income J.r the lewdest possible tax bracket:. This bill rem—
edies that inequity by placing nonresidents cr. un equal

looting with residents. Thin 1is r.ocoirrl ished by computing a
tax on tho entire taxable 1income of nonresidents from all

sources and then determining the traction of that tiix that
is attributable to income earned in Alaska. This approach

results in apportioning tho nonresident®™s income between the
tax brackets rather than lumpino it ail 1in the lower brack—
et. Under the bill, part-year residents will be taxed 1in
the same manner as nonresidents. Section 1 of the bill sets
cut the method foj: detei.mining nonresident and part-year
resident tax Uliability, and secs. 5, 6, and 7 of the Mil

add provisions rolf_tirg to tax calculation for nonresidents
as well ns part-year residents.

Section 4 of tho bill adds three subsections to AS 43.20.-
031, delineating gross 1income, adjusted grccs 1income, and
taxable 1income. U taxpayer®s gross income will correspond
with gross 1income under federal law, with certain modifica—
tions. First, cost-oi-living allowances that are exempt
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from federal income taxation will be addecl to the state tax
base. Fecond, interest on state and municipal obligations
that is tax exempt at the federal level will be added to the
tax base. A taxpayer®s "total income”™ on the federal, return
automatically wi! 1l incorporate the income from and expenses
attributable to a trade or business, the sale of capital
assets, unc; rental and royalty property. Since federal
"gross income"” already includes the income from these activ—
ities, the bill allows the costs of producing that income as
deductions to the sane extent as provided under federal law.

Adjustments to gross income are greatly limited. Federal
law prohibits states from imposing an income tax on interest
from United States obligations; therefore, that 1income 1is
deducted from the tax base. State 1income tax refunds are
cycluced froir the base to eliminate artificial state income.
Alimony paid and the penalty for the early withdrawal cf
funds from savings accounts are permitted as deductions
since they cannot, realistically be regarded as income. No
other deductions 01 any nature are allowed.

Taxable income is calculated by deducting allowable personal

exemptions from adjusted cross income. The bill wuses the
federal rules for qualifjcation for personal exemptions;

that is, a taxpayer will qualify for 1.he number of personal

exemptions for which the taxpayer qualified under federal

law. The exemption amount 1i.; £3000. Since the federal ex—
emption 1is adjusted for inflation, the bill maker it clear
that Alaska does net fir"just its exemptic for 1inflation.

Estates ard trusts will not receive my exemption.

Under sec. 4 of the bii. , proposed AS 43.20.031 (j), (k), and
(1), relating to gross 1income, adjusted gross 1income, ard
taxable income, will appear 1in an existing statute entitled
"Taxable income of residents; deductions; exemptions."”
AH 43.20.031 . because those propped subsections are in—
tended to apply to all taxpayers, resident or not, proposed
AS 43.20.031fm) defines "individual™ and "fiduciary™ to mean
resident, nonresident, or part-year resident individuals ard
fiduciaries. If this bill ir enacted, tie revisor of stat—
utes should change the title of AS 43.20.021 to reflect that
the section no longer applies only to residents.

residents will receive a credit for taxes paid to other
states cn income earned 1in tho other states. Nonresidents
do not receive this credit since the 1income earned outside
the state is not taxed. There taxpayers qualifying for the
permanent fund dividend cun elect to have the divicer.c ap-—
plied directly against their tax liability. The Department
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of Revenue will adopt regulations specifying the procedure
for requesting the PFD offset. These provisions appear 1in
proposed AS 43.20.062/ in sec. 8 ol the bill.

Employers will be required to withhold tar.es from their em—
ployees® wages, vremit the tares, arcl file withholding re—
turns and reports with the department. The department will
establish the vrate of withholding. Employers will Dbe
required to Tfurnish employees with wage and tax statements
by January .31 c* each year or within 30 days after the ter—
mination of employment, whichever is earlier. The withhold—
ing provisions are in sec. 9 of the bill.

Section 3 of the bill amends AS 43.20.030(d) to require that
every taxpayer, whether individual, 1iiducinry, or corporate,
is required to file an amended state tax return within 60
days alter filing an amended federal return cr within 60

days after a federal assessment. Any additional tax due,
t.ocether with accrued interest, must also be paid within the
60-day penoc. Tl:c existing language of that subsection

requires that a "notice"” be filed within the 60 days, and
leaves unclear the dv.e drtc of any additional tax or penal-

ty.

Sections 2 and 10 make conforming changes. Feet.ion 11 re—
peals the provisions relating to tax credits for political

contributions and child care (AS 43.20.013), as well as the
provision in the Jlongevity bonus program dealing with the
taxability of the Jlongevity borus (AS 47.45.120(a)). The

effect of this last repeal 1is to make taxability of the bo—
nus track federal treatment. IT the bonu-- remains taxable
by the United States, the state vi]l also tax it. If 1t is
not taxed by tie United States, the state vili not tax 1it.

AS 43.20.012 is repealed because it state:? that AS 43.20

does not apply to individuals or fiduciaries. In addition,

that rccticn contains a reference to AS 43.20.013, which 1is
also being repealed in see. 11 oi the bill.

in summary, a taxpayer under this bill, would begin with "to-—
tal reaeral 1income,” that is, line 23 or the 19P6 federal

1040 form. Ccct-of-living allowance income al. tax exempt
interest income would be andec, and interest on U.S. obliga—
tions, state income tax refunds, alimony paid, and the pen-—
alty on early wi thdrav. 8l of savings from time deposits would

be deducted. Personal cxempticrn would he applied against
the result, tc produce "ta .able 1income.™ Kittholding, the
credit ror taxes paid other states, anc. the FPL" offeet,

would then be applied again;t the tax liability.
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I believe that an income tax is an essential step in provid—
ing recure revenues for public services. I urge your prompt
and favorable consideration of this proposal during this
legislative session

may have to oiler.



STATE OF ALASKA 1P87 LEGISLATIVE SESSION
FISCAL NOTE o
Bill Version: ™ ™ _yy'|'si »
PECUEST/cjar Publish Date: 2 =2 =T

Revision Date: Aocency Affected:  Revenue
Title: Individual Income Tax BRU:

Sponsor:__ Components:
Requestor:

EXPENDITURES/REVENUES:  (Thousands of Dollars)
1 1FY 8 1FY68 1FY8 [FY9 I|Fra _|1FY92
I OPERATING 1 ~

| PERSONAL SERVICES I
1 TRAVEL !
| CONTRACTUAL 1
11 SUPPLIES 1
1 EQUIPMENT 1
| LANDS £ STRUCTURES 1
1 GRANTS, CLAIMS 1
1 MISCELLANEOUS 1
1 TOTAL OPERATING I

CAPITPL T
REVENUE $3,0UU  ZB5.UUU 269,000 202,000 290,000

[
RPRPRPRPPRPRRR R R

FUNDING:  (Thousands of Dollars)
1 GENERAL RND

| FEDERAL FUNDS
| OTHER

| TOTAL
POSITION'S:

1 FULL-TIME

| PART-TIME
| TEMPORARY

ANALYSIS:

1. The Governor's tax bill was designed to generate $250 million in tax year 1988.

2. Historical patterns of withholding, collections and refunds were used to translate
tax year amounts tc a fiscal year, net receipts basis.

2. Inflation averages 4% over the period and net receipts average $250 million in
constant, 1988 dollars. (See attached for additional explanation.)

.. Sr-f
Prepared Bv:  David Tonkovich ' Phone: 485-2173
Division:  P.evenue/Rescarch Date;  2/22/87
Approved by Commissioner: Hugh Malone for Date:
Agency: Department of Revenue

Distrieuticn (hy Agency preparing fiscal note):
Legislative Finance
Legislative Sponsor
Pecuestor
Office of Management and Dudgot
impacted Agency(ies) page of
Senate Secretary



Continuation for Fiscal Note/Blll Analysis

Individual Income Tax

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 In refunds when returns are submitted In
January through April of the year Immediately following the tax
year.

2. For the first fiscal year (FY88) we assume that lags 1In the
submission and processing of withholding and estimated payments
result In 26.7 percent of total annual collectionsbeing
received during the first two quarters of tax year 1988 (l.e.
the last two quarters of FY88).

3. The calculation is:
$250 million x 1.25 x ..267 = $83 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.

Page 2 of 2



STATE OF ALASKA 1987 LEGISLATIVE SESSION

FISCAL NOTE », S,
Bill Version: /77
REQUEST SI/VV Publish Date: ~T—
P.evision Date: Agency Affected:Revenue
Title:State Individual Income Tax BRU:Administrative Services
Sponsor: Components:,
Heques'tor:
EXPENDITURES/REVENUES:  (Thousands of Dollars)
1 FY 8 1FY 8 FY8 1FY9 1FY 91 1FY 92
OPERATING T ! 1 | ! 1
‘PERSONAL SERVICES 1 0 528.0 1160.7 [ 1266.0 | 1266.0 | 1266.0
TRAVEL 1 0 10.0 8.0 1 8.0 8.0 ! 8.0
CONTRACTUAL 1 0 95.6 507.3 476.3 476.3 4/6.3
SUPPLIES 1 0 ] 4.0 16.0 16.0 | 16.0 16.0
EQUIPMENT 1 0 1 0 1 o 0 ] o 0
LANDS & STRUCTURES 1 0 t1r o I 0 0 S0 1 0
GRANTS, CLAIMS 1 0 i 0 0 0 1 0 1 o0
MISCELLANEOUS 1 0 i 0 0 | 0 1 0 1 -
TOTAL OPERATING 1 0 | 637.6 | 1692.0 1 1766.3 | 1766.3 | 1766.3
CAPITAL
REVENUE
FUNDING: (Thousands of Dollars)
GENERAL FUND | o | 637.6 | 1692.0 | 1766.3 | 1766.3 | 1766.3
| FEDERAL FUNDS j o j o j o | 0 | 0 | 0
j OTHER j o j o j o j o j o j o
j TOTAL i 0 j 637.6 ) 1692.0 j 1766.3 j 1766.3 | 1766 .3
POSITIONS:
| FULL-TIME 1 o | 19 127 1 27 1 27 1 27
| PART-TIME o i 0 L0 0 1 o0 1 0
] TEMPORARY 1 0 i 0 1 35 1 35 1 35 1 35
ANALYSIS:
Prepared yS-s /Phone: 465-2313
Division: | A | Date: February 26. 1087
Approved by Commissioner: ST NZ'1- Pate:
Agency: Y
Distribution (by Agency preparing fiscal note):
Legislative Finance
Legislative Sponsor
Requestor
Office of Management and Budget fiL/  J y-



Department of Revenue
Administrative Services Division
Fiscal Note Analysis
Individual Income Tax B11l
2/26/87

Assumptions:

1.

The Administrative Services Division will be responsible for the following
functions relative to the Alaska Individual Income Tax Withholding System
and the Alaska Individual Income Tax Return Processing System.

a) 1pesign, purchase and distribute all necessary tax returns and related
orms.

b)  Process all tax returns, Including mall handling, microfilming,

document review, data capture and filing.

Process all remittances of tax due which 1s received with tax returns.

Design, program, test, document, and maintain the automated Alaska

Individual Income Tax Withholding System and Alaska IndlvlJual Income

Tax Return Processing System.

e)  Process and account for all Individual Income tax refunds to
Individuals.

f)  Establish an automated billing subsystem for routine tax
deficiencies, penalty and Interest.

9) Acguire and maintain computer capacity to accommodate the two systems
and the access required by the department's users.

o O

The Department of Revenue will contract with a bank to provide a
"lock-box" function, with employees depositing all Individual Income taxes
withheld on a monthly basis.

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 the withholding system and returns processing
system. The total chargeback 1s budgeted 1n Administrative Services.

The Permanent Fund Olvldend program will stay Intact through FY92, 1n Its
current form.

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

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

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

The fiscal note does not Include the Incremental cost of providing space
for the employees and equipment required. After reviewing the
department’'s total fiscal note, a determination of total space needs will
be made, and an amendment to the Administrative Services Division's fiscal
note wlll be submitted.



9. The Impact of Im Iementin? the Alaska Inalvldual Income Tax ori computer
resources has not been determined. After reviewing the Implementation

plans and fiscal notes of the other divisions, a preliminary decision will
be made as to the use of minl-computers versus mainframes, and an estimate
of the data processing fiscal note will be prepared.

10. Given the existing federal tax law, this bill requires all persons
receiving a permanent fund dividend to file an Alaska Individual Income

Tax return.
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 Diviston will process, review,
microfilm, and data capture approximately 70,000 withholding forms and 455,000
Alaska Individual Income Tax returns annually. Refund warrants will be Issued
on approximately 213,750 of the returns filed. In addition, approximately
25,000 Individual letters will be prepared, mailed, and controlled 1n response
to ﬁersons 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 definitely Impact the ability of the Administrative Services Division to
provide general administrative support services with the existingstaff.

The Admlnlscratlve Services Division will require staffing as early as FY88 1n
order to design and establish the computerized processing systems envisioned,
and to produce the forms required. In late FY88, staffing will come on board
to [)rocess the Withholding reports and returns. In FY89, additional staff
will Dbe needed to support the Alaska Individual Income Tax Return Processing
System. The analysis below shows the estimated expenditures for FY88 - FY92.

FY83
1. Positions:
A Data Processing:

1 PFT Analyst/Programmer V, R21
@ $4,856/Mo Including salary and
benefits for 12 months $58,272

2 PFT Analyst/Programmer 1V, R19,
0 $4,281/Mo each Including salary
and benefits for 12 months 102,744

2 PFT_Analyst/Programmer I11, R17,
@ $3,730/Mo each ‘Including salary
and benefits for 6 months * 44,760



The above analyst programmer team will desi?n, Brogram, and maintain the two
major systems mentioned above, Including all subsystems and Interfaces with

the existing Revenue systems and the Alaska State Accounting System.
These systems will provide for a minimum of the following:
Alaska Individual Income Tax Withholding System:

*  Online system comparable to the federal system with monthly deposits,
quarterly returns, and an annual reconciliation.

«*  Direct deposit system at a "lock-box" bank by employers.

*  Automatic generation of:
quarterly packets of:
*  monthly deposit coupons
*  quarterly tax returns
notices of tax deficiencies, penalty and Interest
standard correspondence
management reporting data.

* Interface with accounts receivable system and Alaska Individual
Income Tax Return Processing System.

Alaska Individual Income Tax Return Processing System

*  document locator number system
*  return data capture
*  online systems
access/inquiry
address changes
status change system
generation of out cards
use of microfilm vs hard copy for review
automated calculation checks
generation of reduced refund notices with appeal rights
?eneration of automated billings for deficiencies, penalty and
nterest with appeal rights
Interface with accounts receivable system (A/R)
Interface with AIITWHS to verifyclaimedwithholding
history file
possibility of multi-year file for easy access to Information on
prior year activity, ‘etc.
check writing for refunds
*  management reporting data

* % % ¥

>(.

B. Document Processing:
1. Mall room
1 PFT Clerk IV. R9, @ $2,343/Mo
Including salary and benefits for
3 months = $7,029

This position will augment the existing mallroom staff to perform the task of
receiving, opening, sorting, and distributing an additional:

3



approximate\lk;_tY0,000 oleces of mall due to the Alaska Individual
[

Income Tax hholding System (17,500 employers times four quarterly
returns.
handling, sorting and posting of additional outgoing/incoming mall as
follows:

approximately 7,000 missing Information letters, billing
notices, and correspondence with employers.

2.  Manual Review

1 PFT Tax Examiner I11, R14, @
$3,124/Mo Including salary and
benefits for 5 months = $15,620

2 PFT Document Processor I, R7, @
$2,118/Mo Including salary and
benefits for 3 months = $12,708

These positions will manually review all Individual Income Tax returns filed
based on a predetermined criterion.
*  ldentify Incomplete returns
*  send out automatically generated missing Information letters and
billing notices

3. Microfilming

1 PFT Document Processor I, R7 @
$2,118/Mo Including salary and
benefits for 3 months = $6,354

These positions will augment the existing microfilm staff to microfilm, assign
document locator numbers, and date stamp 100% of Individual Income Tax returns
flled.

4. Data Capture

2 PFT Data Processing Clerk 1, RS,
@ $2,222/Mo including salary and
benefits for 3 months =* $13,332

These positions will augment the existin%_Data Entry staff to data capture and
verify captured data of 100% of returns ftiled.

C.  General Departmental Support Services

1 PFT Chief, Income Tax Operations,
R23, @ $5,558/Mo Including salar
and benefits for 12 months = $66,696

1 PFT Personnel Assistant |1, R14,
@ $3,115/Mo Including salary and
benefits for 12 months < $37,380



1 PFT Clerk Typist 111, R8s,
@ $2,222/Ho Including salary
and benefits for 12 months = $26,664

1 PFT Supply Officer 11, RI16
@ $3,515/Mo” Including salary

and benefits for 12 months * $43,180
2 PFT Accounting Clerk 111, RIO,
@ $2,468/Ho Including salary and
benefits for 12 months $59,232

1 PFT Publications Specialist I,
R13, @ $2,915/Ho Including
salary and benefits for 12months $34,980

These positions will augment the eX|st|ngOOgeneraI admlnlstratlon support staff
for the additional programs and related 100»m new employees.

*  Personnel:
classification of postions and respond to reclassification
requests
maintain payroll and leave records
ﬁrocess registers, and arrange Interviews
andle grievances. Information requests, typing tests, etc.

*  Fiscal;
Increase 1In travel requests
general distributions
handling Increase 1n cancelled warrants

*  -.pply and purchasing:
Increase 1n supply orders for paper Intensive organization

Purchases Increase:

*  general equipment

*  computer terminals, printers

* maintenance contracts

*  general office supplies

Property Control (terminals, furniture, calculators, etc. will
Increase

*  Forms management:
preparation of Individual Income Tax booklet each year

(considerably more complex than PFD booklet)
preparation of employment withholding forms
miscellaneous support forms:

*  missing Information letter

*  denial forms

*  check stock (refunds)

*  General: o _ o _
general supervision and management of major additional line

program In division, In addition to:
»  permanent fund dividend program
shared taxes

* administrative servicesto the department

5



TOTAL PERSONAL SERVICES
2. Other Expenditures:

a) Travel:

on-slte review of selected tax return

processing systems 1n other states $4.0
training for analyst/programmers 1n

command level CICS and Wang VS Cobol. $6.0
TOTAL TRAVEL

b) Contractual:

Terminals
1. 3 Wang 4250 workstations $18,216
2. 3 Wang emulator boards 2,415
3. 2 Wang 4230 key-punch terminals,

2 months $1,800
4. Hlcrofllmer, with maintenance,

3 months $3,792
5. 4 phones, centrex costs, local

and long distance $5,390
6. printing: Withholding Returns,

Deposit Coupons, envelopes,

calendars, W-4's, etc. $42,000
7. postage 22,000
TOTAL CONTRACTUAL
¢) Supplles:

Computer, microfilming, duplicating, general consumption
d) Equipment: None.
TOTAL EXPENDITURES

3. Funding - General funds

4, Section Cost Analysis - NA

Computations - <A

Economic Impact - NA
Impact on Local Government - N/A

$528.0

$10.0

$95.6

$4.0

$637.6



FY89
1. Positions;
A. Data Processing:
1 PFT Analyst/Programmer v, R21,
@ $4,856/Mo Including salary and
benefits fo- 12 months =$58,272

2 PFT Analyst/Programmer 1V, R19,
0 $4,281/M0 each- Including salary

and benefits for 12 months =102,744
2 PFT _Analyst/Programmer [11, °17,
0 $3,730/Mo each Including salary
and benefits for 12 months =89,520

The above analyst programmer team will desi?n, Brogram, and maintain the two
majcr systems mentioned above, Including all subsystems and Interfaces with
the existing Revenue systems and the Alaska State Accounting System.

These systems will provide for a minimum of the following:
Alaska Individual Income Tax Withholding System:

*  Online system comparable to the federal system with monthly deposits,
quarterly returns, and an annual reconciliation.

*  Direct deposit system at a "lock-box" bank by employers.

*  Automatic generation of:
quarterly packets of:
*  monthly deposit coupons
* quarterly tax returns
notices of tax defidencle , penalty and interest
standard correspondence
management reporting data.

Interface with accounts receivable system and Alaska Individual
Income Tax Return Processing System.

Alaska Individual Income Tax Return Processinu System

*  document lorator number system
*  return data capture
* online systems
access/inquiry
address changes
status change system
generation of out cards
use of microfilm vs hard copy for review
automated calculation checks
generation of reduced refund notices with appeal rights
generation of automated billings for deficiencies, penalty and

Interest with appeal rights



*  Interface with accounts receivable system (VR)

*  Interface with AITWHS to verifyclaimedwithholding

* histo_r%/_ file _ _ _

* possibility of multi-year file for easy access to Information on

prior year activity, etc.
check writing for refunds
management reporting data

* %

B.  Document Processing:
1. Hallroom

1 PFT Clerk IV, R9, @ $2,343/Mo
Including salary and benefits for
12 months =  $28,116

1 PFT Clerk 11, R7, @ $2,118/Mo
Including salary and benefits
for 6 months * 12,708

These positions will augment the existing mallroom staff to Perform
of handling, opening, sorting, and distributing an additional:

the task

*  approximately 455,000 Individual Income tax returns filed Per year.

*  approximately 70,000 pieces of mall due to the Individual In

Withholding System.

come Tax

*  posting, handling and sorting of additional outgoing mall as follows:
approximately 7,000 missing Information letters, billing

notices, etc.

2. Manual Review

1 PFT Tax Examiner 111, R14, @
$3,124/Mo Including salary and
benefits for 12 months *  $37,488

2 PFT Oocument Processor I, R7, @
$2,118/Mo each 1ncluding salary and

benefits for 12 months * 50,832

4 PrT Document Processor I, R7, @
$2,118/Mo each Including salary
and benefits for 6 months - 50,832

25 TEMP Document Processor I, R7,
$1,569/Mo each Including salary an
benefits for 6 months * 235,350

These positions will manually review all Withholding and Individual
returns filed based on a predetermined criterion.
*  ldentify Incomplete returns
* send out automatically generated missing Information letters
*  ldentify returns for desk examination

Income Tax



3. Microfilming

1 PFT Document Processor |1, R7 @
$2,118/Mo Including salary and
benefits for 6 months = $12,708

This position will augment the existing microfilm staff to microfilm, assi(in
document locator numbers, and date stamp 100/. of Withholding and Individua
Income Tax returns filed.

4.  Data Capture

1 PFT Data Processing Clerk 111, RIl

@ $2,613/Mo Including salary and

benefits for 6 months = $15,678
2 PFT Oata Processin? Clerk I, RS,

@ $2,222/Mo each Including salary

and benefits for 12 months = 53,328

1 PFT Data Processing Clerk I, R8
@ $2,222/Mo Including salary and
benefits for 6 months = 13,332

10 TEMP Data Processing Clerk I,
R8 @ $1,657/Mo each Including
salary and benefits for 6 months = 99,420

These positions will augment the existing Data Capturing staff to data capture
and verify captured data of 100%. of Withholding and Individual Income Tax

returns filed.
C.  General Departmental Support Services

1 PFT Chief, Income Tax Operations,
R23, @ $5,558/Mo Including salary
and benefits for 12 months $66,696

1 PFT Personnel Assistant 1I, R14,
@ $3,115/Mo Including salary and
benefits for 12 months = 37,380

1 PFT Personnel Assistant I, R12,
@ $2,773/Mo Including salary and

benefits  for 12 months = 33,270
2 PFT Accountinﬂ Clerk I11, R10,

@ $2,468/Mo each Including salary

and benefits for 12 months * 59,232
1 PFT Clerk lepi_st 11, RS,

$2.222/Mo Including salary and

benefits  ror 12 months « 26,664
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1 PFT Publications Specialist |,
R13, @ $2,915/Ho Including salary

and benefits for 12 months = 34,980
1 PFT SU})pIy Officer 11, RI16,

@ $3,515/Mo” Including salary and

benefits for 12 months = 42,180

These positions will augment the existing general administration support staff

for the additional programs and related 10

*

*

*

A new employees.

Personnel: _ o
classification of postions and respond to reclassification
requests
maintain payroll and leave records
ﬁrocess registers, and arrange Interviews
andle grievances. Information requests, typing tests, etc.

Fiscal:
Increase 1n travel requests
general olstributlons
handling Increase 1n cancelled warrants

Supply and purchasing:
Increase 1n supply order: for paper intensive organization
Purchases Increase:
*  general equipment
*  computer terminals, printers
*  maintenance contracts
* general office supplies
Property Control (terminals, furniture, calculators, etc. will
Increase.

Forms management: o
preparation of Individual Income Tax booklet each year
(considerably more complex than PFD booklet)
preparation of employment withholding forms
miscellaneous support forms:
*  missing Information letter
*  denial forms
*  check stock (refunds)

General:
general supervision and management of major additional line

program In division, 1n addition to:

*  permanent fund dividend program

*  shared taxes

* administrative services to the department

TOTAL PERSONAL SERVICES JI.160.7



3.
4.

Other Expenditures:
a) Travel:

training. Increased EFO travel, data
processing coordination

h) Contractual:

11 Wang 4250 workstations

11 Wang emulator boards

9 Wang 4230 workstations

1 Wang DAS 55 printer

Printing - tax booklets, "L"
letters, WH forms, check stock,
envelopes, etc.

Postage - booklets, letters,
WH forms, etc.

2 Kodak Mlcrofllmers with

W

6

7
maintenance

8. 2 Kodak Reader/Printers

9. IBM Copier with maintenance

10. 20 phones, centrex costs, local
ana long distance

11. Risk management

TOTAL CONTRACTUAL
c) Supplles:

Computer, microfilm, duplicating,
general' consumption

d) Equipment: None.
TOTAL EXPENDITURES
Funding - General funds

Section Cost Analysis - NA

Computations - NA

Economic Impact - NA

Impact on Local Government - N/A

$t0,792
8,855
48,600
3,636

202,000
95,475
30,336
13,704
10,308

26,960
600

$8.0

$507.3

$1.692.0



FY90 - FY92
1. Positions:
A Pata Processing:
1 5FT Analyst/Programmer V, R21,
@ $4,856/Mo Including salary and
benefits for 12 months =$58,272

2 PFT Analyst/Programmer 1V, R19,
3 $4,281/Mo each Including salary

and benefits for 12 months =102,744
2 PFT _Analyst/Programmer 111, R17,
@ $3,730/Mo each Including salary
and benefits for 12 months =89,520

Th* above analyst programmer team will desi?n, Brogram, and maintain the two
ma.,or systems mentioned above. Including all subsystems and Interfaces with
+.;e existing Revenue systems and the Alaska State Accounting System.

These systems will provide for a minimum of the following:
Alaska Individual Income Tax Withholding System:

* Online system comparable to the federal system with monthly deposits,
quarterly returns, and an annual reconciliation.

*  Direct deposit system at a "lock-box" bank by employers.

*  Automatic generation of:
quarterly packets of:
*  monthly deposit coupons
* quarterly tax returns
notices of tax deficiencies, penalty and Interest
standard correspondence
management reporting data.

*  Interface with accounts receivable system and Alaska Individual
Income Tax Return Processing System.

Alaska Individual Income Tax Return Processing System

*  document locator number system
*  return data capture
* online systems
access/inquiry
address changes
status change system
generation of out cards
use of microfilm vs hard copy for review
automated calculation checks
generation of reduced refund notices with appeal rights
generation of automated billings for deficiencies, penalty and

Interest with appeal rights

12—



*  Interface with accounts receivable system (A/R)

*  Interface with AITWHS to verifyclaimedwithholding

* historg file

* possibility of multi-year file for easy access to Information on

prior Yyear activity, etc.
check writing for refunds
management reporting data

* %

B. Doc".ment Processing:
1. Hall room

1 PFT Clerk IV, R9, @ $2,343/Mo
Including salary and benefits for
12 months $28,116

1 PFT Clerk 11, R7, @ $2,118/Mo
including salary and benefits
for 12 months 25,416

These positions will augment th<- existing mallroom staff to i)erform the task
of handling, opening, sorting, and distributing an additional:

*  approximately 455,000 Individual Income tax returns filed i)er year.
*  approximately 70,000 pieces of mall due to the Individual Income Ta/
Withholding System.
*  posting, handling and sorting of additional outgoing mall as follows:
approximately 7,000 missing Information letters, billing
notices, etc.

2. Manual Review

1 PFT Tax Examiner 111, R14, @
$3,124/Mo Including salary and
benefits for 12 months = $37,488

6 PFT Oocument Processor I, R7, @
$2,118/Mo each Including salary and
benefits for 12 months = 152,428

25 TEMP Document Processor I, R7, 0
$1,569/Mo each Including salary and
benefits for 6 months a 235,350

These positions will manually review all Withholding and Individual Income Tax
returns filed based on a predetermined criterion.

*  Identify Incomplete returns

* send out automatically generated missing Information letters

*  ldentify returns for desk examination

3. Microfilming
1 PFT Oocument Processor |, R7 (3

$2,118/Mo Including salary and
benefits for 12 months *  $25,416



This position will augment the existirg microfilm staff to microfilm, assi?n
document locator numbers, ard date stamp 100% of Withholding and Individua
I[rcome Tax returns filed.

4. Data Capture

1 PFT Data Processing Clerk 111, Rl

0 $2,S12/Tio including salary and

benefits for 12 months = $21,356

3 PFT Data Processing Clerk I, RS,
0 $2,222Alo each including salary

and benefits for 12 months = 79,992
10 TEMP Data Processing Clerk I,

R8 0 $1,657/Mo each including

salary and benefits for 6 months = 99,420

These positions will augment the existing Data Capturing staff to data capture
and verify captured data of 100% of Withholding and Individual Income Tax
returns filed.

C.  General Departmental Support Services
1 PFT Chief, Income Tax Operations,
R23, 0 $5, 558/Mo including salary
and benefits for 12 montns = $66,696

1 PFT Personnel Assistant [l, R14,
0 $3,115/Mo including salary and

benefits for 12 months = 37,380
1 PFT Personnel Assistant I, R12,

0 $2,772/Mo including salary and

benefits for 1? months = 33,270
2 PFT Accounting Clerk 111, RIO,

0 $2,£68/Mc each including salary

and benefits for 12 months = 59,232
1 PFT Clerk Typist 111, R8, 0

$2,222/Mo including salary and

benefits for 12 months = 26,664
1 PFT Publications Specialist I,

P13, 0 $2,915/Mo including salary

and benef*:s for 12 months = 34,980
1 PFT Supply Officer Il, RI16,

0 $2,515 Mo including salary and

benefits for 12 months = 42,180

These positions will augment the existing general administration support staff
for the additional programs and related 100+ new employees.

-14-



*  Personnel:
classification of postions and respond to reclassification
requests
maintain payroll and leave records
ﬁrocess registers, and arrange Interviews
andle grievances, Information requests, typing tests, etc.

*  Fiscal:
Increase 1In travel requests
general distributions
handling Increase 1n cancelled warrants

*  Supply and purchasing:
Increase 1n supply orders for paper Intensive organization
Purchases Increase:
* general equipment _
*  computer terminals, printers
*  maintenance contracts
* general office supplies
Property Control (terminals, furniture, calculators, etc. will
Increase.

*  Forms management: o
preparation of Individual Income Tax booklet each year

(considerably more complex than PFD booklet)
preparation of employment withholding forms
miscellaneous support forms:

*  missing Information letter

*  denial forms

*  check stock (refunds)

*  General: o _ o _
general supervision and management of major additional line

program 1n division, 1n addition to:

*  permanent fund dividend program

*  shared taxes

* administrative services to the department

TGTAL PERSONAL SERVICES *1,266.0
2. Other Expenditures:;

a) Travel:

training, Increased EEO travel, data
processing coordination $8.0

b) Contractual:

1 11 Wang 4250 workstations $66,792
2. 11 Wang emulator boards 8,855
3. 9 Wang 4230 workstations 48,600
4 1 Wang OWS 55 printer 3,636

-15-



5. Printing - tax booklets, "L"

letters, WH forms, check stock,

envelopes etc.

Posta? booklets, letters,
orms, etc.

2 Kodak Microfilmers with

maintenance

2 Kodak Reader/Printers

IBVI Copier with maintenance

10. 20 phones, cercrex costs, local
and long distance

11. Risk management

TOTAL CONTRACTUAL
¢) Supplies:

Computer, microfilm, duplicating,
general consumption

d) Equipment: None.
TOTAL EXPENDITURES
3. Funding - General funds
4. Section Cost Analysis - NA
Computations - NA
Economic Impact - NA

Impact on Local Government - NA

-16-

126,00C
80,175
3G, 326
13,704
10,308

26,960
600
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STATE OF ALASKA 1987 LEGISLATIVE SESSION

FISCAL NOTE
Bill Version: JSA ~MN fo -
_ 1
REQUEST Publish Date: = um f
Revision Date: Agency Affected: Revenue
Title: State Individual Income Tax BRU: Audit
Sponsor:___ Components:

Requestor:.

EXPENDITURES/REVENUES: (Thousands of Dollars)

1 FY 87 1 FY 83 1 FY 89 1 FY 90 1FY 91 1 FY 92
OPERATING 1 1 1 1 1
PERSONAL SERVICES 1 | 171.2 | 560.7 | 560.7 | 560.7 | 560.7
TRAVEL 1 - ! 6.5 | 14.0 | 14.0 | 14.0 | 14.0
CONTRACTUAL 1 | 54.0 | 113.6 | 113.6 | 113.6 | 113.6
SUPPLIES 1 1. 4.5 | 11.0 | 11.0 | 11.0 | 11.0
EQUIPMENT 1 | 17.2 1 52.0 | 52.0 | 52.0 | 52.0
LANDS & STRUCTURES 1 N 1 1 1 1 1
GRANTS, CLAIMS 1 - 1 1 1 1 1
MISCELLANEOUS 1 1 1 1 1 1
TOTAL OPERATING 1 — | 253.4 | 751.3 | 751.3 | 751.3 | 751.3
1 CAPITAL 1 A i, 1 1 -1 i 1 -
1 REVENUE 1 _ 1 i 1 _ 1 -1 _ 1
FUNDING: (Thousands of Dollars)
I GENERAL FUND | 253.4 | /51.3 | 751.3 | 751.3 | 751.3
j FEDERAL FUNDS | - | - | - | - | -
J OTHER | - 1 - - 1 - 1
TOTAL | 196.3 | /51.3 | 751.3 | 751.3 | 751.3
POSITIONS:
FULL-TIME 16 16 | 16 | 16
PART-TIME
TEMPORARY
ANALYSIS: See uctached
Prepared By: Phone: 465-2320
Division: Audit- Date: 2/26/87

Approved by ieﬁg}&stvfﬂ_ed' /~T(.‘[A""1\7|7t7§/§3'[_

Agency:

Distribution (by Agency preparing fiscal note):
Legislative Finance
Legislative Sponsor
Requestor
Office of Management and Budget
Impacted Agt*ncy(ic3>
Senate Secretary



Prepared by Audit Division
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INDIVIDUAL INCOME TAX
FISCAL NOTE ANALYSIS

Assumptions

The Audit Division will administer the individual income tax lav/s to
insure compliance with Alaska Statutes. Although calendar year tax
returns will not be due until 1989, a withholding tax system must be 1in
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 complete 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 employees W-2"s to the
employers returns.

4. Return Examination and Processing. This function will be
completed by clerks and tax examiners. The filed returns will
be checked for accuracy and completeness. 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
revel of employee and educate staff to the new and changing tax
aws.



Prepared by Audit Division
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A schedule of estimated costs to operate the Audit Division programs are
as follows. These costs 3re based on 1987 dollars and do not attempt to
factor in inflation. These estimates are preliminary and presented
solely to present to the reader a basic idea of the areas v/ithin this
division which will be impacted by passage of this legislation.

FY 38 FY 89
Personal Services
1 Revenue Auditor 1V 41.4 55.2
1 Tax Examiner (N 27.3 36.4
1 T3X Examiner 11 24.1 32.2
1 Tax Examiner | 21.3 28.4
1 Clerk 1V 20.1 26.8
1 Clerk Typist 11 19.1 25.4
1 Clerk Typist 11 , 17.9 23.9
2 Revenue Auditor 111 96.4
2 Tax Examiner 11 64.1
2 Clerk Typist 111 50.9
2 Revenue Auditor 1 72.8
1 Appeals Officer 111 48.2
$171.2 $560.7
Travel and Per Diem
$ 6.5 $ 14.0
$ 6.5* $14.0
Contractual
Training 4.0 14.5
Wang Terminals & Software 50.0 " 99.1
$ 54.0 $113.6

£ . .
This figure reflects a one time travel cost for ?mployer training to
be conducted in various locations throughout the State 1in conjunction
with the Public Services Division.



1.

A~

10.

11.

12.

13.

14.

Individual Income Tax
Fiscal Impact
System Requirements
Technical Analysis No expenditures
Generate Forms Ho expenditures
Educate and Assist Public
functions
Keceive Returns No expenditures
Process Cash for Deposit No expenditures
Microfilm Returns No expenditures
t
Establish Edit Selection
Criteria audit functions
Perform /isual Edit No expenditures
Data Capture Return Information No expenditures
Perform Computer Edit No expenditures
Ensure Compliance with Filing No expenditures
Requirements
Establish Refund/Credit to No expenditures;
Next Program regular audit functions
Document Filing or Destruction No expenditures
Perform Office Audit 7 positions
a) Personal Service Costs
POSITIONS RANGE MONTHLY SALARY

Revenue Auditor 1V 20 3,564
Tax Examiner 111 14 2,353
Tax Examiner 11 12 2,072
Tax Examiner |1 10 1,835
Clerk 1V 9 1,731
Clerk Typist 111 8 1,631
Clerk Typist 11 7 1,545

TOTAL PERSONAL SERVICE EXPENDITURES

Expenditures covered by regular

Prepared by Audit
Page 4 of 6

55,170
36,424
32,075
28,405
26,796
25,448
23.917

Division

Expenditures covered by regular audit

Expenditures covered by

ANNUAL SALARY
WITH BENEFITS

$223.235
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b) Contractual: 6 terminals, 10P, Memory upgrade,
Communications $ 50,000
c) Supplies: miscellaneous 4,500
d) Training 4,000
e) Equipment: microfilm r/p, printer, desks,
chairs, etc. 23.000
TOTAL EXPENDITURES $309,735

.Perform Field Audit

a) Personal Service Costs

JUNEAU - 3 POSITIONS

ANNUAL SALARY

POSIT CONS RANGE MONTHLY SALARY WITH BENEFITS
Revenue Auditor 111 18 3,113 $ 48,1.89
Tax Examiner 11 12 2,072 32,075
Clerk Typist 111 < 8 1,631 _25.448
TOTAL PERSONAL SERVICE EXPENDITURES $105.712
b) Contractual: 3 terminals, Communications $ 18,000
c) Supplies:miscellaneous 2,000
d) Training 3,000
e) Equipment: desks,chairs, etc. 11,000
f) Travel 5.000
TOTAL EXPENDITURES $144,712

ANCHORAGE - 4 POSITIONS
a) Personal Service Costs

ANNUAL SALARY

POSITIONS RANGE MONTHLY SALARY WITH BENEFITS
Revenue Auditor |1 14 2.353 $ 36,424
Revenue Auditor |1 14 2.353 36,424
Revenue Auditor 111 18 3,113 48,189
Clerk Typist 111 8 1,631 .448

TOTAL PERSONAL SERVICE EXPENDITURES $146,435



b) Contractual: 4 terminals, Communications
c) Supplies: miscellaneous
d) Training
e) Equipment: desks, chairs, etc.
f) Travel
TOTAL EXPENDITURES
APPEALS - 2 POSITIONS
a) Personal Service Costs
POSITIONS RANGE . MONTHLY SALARY
Appeals Officer 111 18 3,113
Tax Examiner 11 12 2,072
TOTAL PERSONAL SERVICE EXPENDITURES
b) Contractual: 2 terminals, Communications
c) Supplies: miscellaneous
d) Training
c) Equipment: desks, chairs, etc.
f) Travel

TOTAL EXPENDITURES

GRAND TOTAL EXPENDITURES

Prepared by Audit Division
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$ 20,500
3,500
5,000

13,000
6,000

$194,485

ANNUAL SALARY
WITH BENEFITS

$ 48,189
32,075

$80,264
$ 10,625
1,000
2,500
5,000
3,000

$102,389

$751,321



/Va -7/
STATE OF ALASKA 1907 LEGISLATIVE SESSION
FISCAL NOTE
Bill Version: (&K~S/3/ //
REQUEST- Publish Date: 2. -2 7 —P 3
Revision Oate: Agency Affected: Revenue
Title: 1L.. taxation of income derived bv BRU: Public Service- - Operating
individuals, partnerships. S fiduciaries.."
Sponsor: Rules Committee bv the Governor Components:
Requestor:

E>°ENOITIJRES/REVENUES:  (Thousands of Dollars)

| wQPIATING. 1 FY87 1 FY88 | FYs9 | FYr90 1 FYrol | TV92 |
| PERSONAL SERVICES 1 o | 395 1 250.3 | 270.6 | 2814 | 292.7
( TRAVEL 1 o 1 165 | 220 | 84 j 07 1 91
| CONTRACTUAL 1 o | 980 | 1365 [ 102.0 | 1071 | 111.0
j SUPPLIES 1 o 1 5 | 60 | 65 f 7.0 L 75
| EQUIPMENT 1 0o 1 50 f 32 ] o 1 O | 0
| LAND & STRUCTURES 1 0o 1 o | 0 1 0 1 0 1 0
| GRANTS/CLAIMS 1 0 1 o 1 0 1 o0 1 0 1 ¢
1 MISCELLANEOUS 1 0o 1 o | 9 1 0 1 0 1 0
| TOTAL OPERATING 1 0 | 0/%59.50/0 | 440.0 1 387.5 | 4042 | 420.3
1 CAPITAL 1 0 1 o | 0 1 0 1 o0 1 O
REVENUE
fUNOPIG:__ (Thousands of Dollars)
| GENERAL RUND 0 | 159.5 | 446.0 387.5 | 404.2 1 4203
j FEDERAL FUNCS O I 0 [ O 0O j 0 j o
OTHR 0o ( 0 (O 0O j 0 jJ o0
ML 0 | 159.5 | 446.0 387.5 j 4042 j 420.3
POSITIONS:
| FULL-TIME
j PART-TIME
1 1 OVPQHARIL I

ANALYSIS:  Attach a separate page if necessary

N

See attached ,

Prepare, by: Sally Phone: .4fjS-2j?2
Division: Public SerWces

Approved by . i cll

Commissioner: [71"* '

Agency: Revenue

Oistributior 'by Agency preparing fiscal note):
Legisla ive Finance
Legislative Sponsor
Requestor
Office of Management & Budget
Impacted Agency!ies)
Senate Secretary
page L of _I



Fiscal Mote Analysis
Income Tax Oraft Bill
Page 2

Assumptions

1. Regulations will be promulgated requiring monthly or quarterly reporting of
taxes withheld on wages.

2. Approximately 17,500 withholding rep rts and 2'/5.000 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

Expenditures ,
IQQ_Pgrsonal Services FY 83 FY Ad
1-  Revenue Office Manager 3,293 < 12 mos. 39.5 39.5
2-  Oocument Processing Clerk 11 2,468 0 10 mos. 49.4
3-  Oocument Processing Clerk 1l 2,221 0 10 mos. 66.6
1- Oocument Processing Clerk | 2,463 0 10 mos. 24.7
2-  Clerk Typist I 2,118 0 10 mos. 42.4
2-  Document Processor 1l 2,221 0 4 mos. 17.8
1 Document Processor 1l 2,468 0 4 mos. 7,2
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 trainng for the public on the
withholding requirements which will begin in the first quarter of 1988. The remaining
positions will be activated in September 1908 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.

fra

Fmo'over Training

One Employee to Anchorage, Fairbanks,

Home, Kotzebue, Barrow, Kodiak.

Kenai Peninsula, Sitka, Ketchikan

Bethel, Petersburg, and Wrangell 6.5 -0-
Admjnistrative Travel

Anchorage and Fairbanks 10.0 12.0

f-iplovoe Training iQ.Q

Total Travel 16.5 22.0



Fiseal Moke Analysis
Incc i Tax Draft Bill
Page 3

Employees hired to assist the general public in the completion of their individual
income tax returns wi'l be required to participate in a training course. tunds are
designated above to facilitate course presentation in Anchorage and Juneau.

2BQ_£gp.i;rac.tual FvPd fy89
IAdvertising campaign
Withholding requirements 45.0
Income Tax Filing 80.0
Postage 30.0 8.5
Printi ng 5.0 5.0
Telephone Charges 15.0 30.0
Messenger Service 2.0 5.0
Computer Terminal Maintenance (7) 5 3.5
Publications 5 2.0

Reconfiguration of Office Space
» |

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 televsion campaign to notify
the general public to file, where to file, and where to get help in completing their
returns.

4JQ Supplies
Office Supplies 5 6.0
Office supplies are estimated at $.5 per employee.
5QQ Equipment
Office Equipment 5.0 31.2

Office equipment and furniture includes desks, cnairs, calculators, file c«J*vnets, and
computer terminals.



STATE OF ALASKA 1987 LEGISLATIVE SESSION

FISCAL NOTE

Dill Version:
Publish Date:

REQUEST ~ /7 / /

Revision D a te :
Title: Individual Income Tax
Sponsor:
Recuestor:

EXPENDITURES/REVENUES:
1. | PV 87
OPERATING
PERSONAL SERVICES non
TRAVEL
CONTRACTUAL
. SUFPLIES
ECUITVENT
LANDS & STRUCTURES
GRANTS, CLAIMS
MISCELLANEOUS
“JCTAl OPERATING

(Thousands of Dollars)
| FY 88

5
3

o Oo— N
oo oMo

|
I

1
1
1
1
1
1
1
1

103.7

il S Y ) N B B

Capital
~mMuw

FUNDING: (Thousands of Dollars)
| GENERAL FUND T
FEDERAL FUNDS

OTHER

TOTAL

POSITIONS:
FULL-TIfIE
PART-TIME
TEMPORARY

| 103.7 |
|
|
|

ANALYSIS: Attach a separate page if necessary
See Attached.

DP.T
David Tcrkovich

Prepared Dy:
Revenue/Research

Division:

Approved by Cerrmissioner:  Hugh Malone
Agency: Department of Revenue

Distribution (by Agency preparing fiscal note):
Legislative Finarce
Legislative Sponsor
Peowestor
Office of Management and Budget
Impacted Aaency(ics)
Senate Secretary

"Components:

I FY 89

, (el L N =N
OO U1IOo

z--t. N1—p g

Agency Affected:Revenue
BRU: Corrmi*sionerls Office (Research)

VSO TFTsl j FY 92
54.6 54.6 £4.6
1.5 1.5 1.5
28.6 28.6 28.6
9 9 9
856 856  8p.6
"05.6 | 05.6 | 05.6
Phone:  46*1-2173
Da*e: “272W ~*
Date: t/ ff
page 1 o f 3



Continuation of Fiscal Note/Bill Analysis

Individual Income Tax

Assumptions:

. The Research Section will be responsible for economic and
statistical reports on the Individual Income Tax.

2. The Research Section will forecast tax revenues and respond to
requests from the Governor's Office, the Legislature and the
Public for current and historical statistical Information.

3. The Research Section will prepare fiscal notes on revenue
Impacts of any proposed changes to Income tax law.

. Assumes that duties begin at the start of FY88. Items with a
asterisk (*) are costs for the first year only.

1. Posi tions

»

Research _
1 PFT Economist Il, R 20 at $4,550/mo.

Including salary and benefits for
12 months

Total Personal Services $54.6

The above position will do all analysis, lorogram development and
coordination of research on the individual Income tax. These duties

Include forecasting economic conditions and tax revenues. Other duties
will Include development and maintenance of data bases to support the
research and forecasting efforts, the preparation of fiscal notes, policy
analyses, and coordination of research needs with those of tax

administrators.
This work will provide the following Information:
1. Income and tax Information by Income class.
2. The ability to estimate revenue Impacts of any significant
change in tax structure - rates, Income classes, exemptions and
deductions.

3. If zip code information is available 1t should be possible to
present such data on a geographic basis.

Page 2 of 3



2. Other Expenditures

a. Travel _
Assume 3 trips 1n-state per year for
coordination, public Information, testimony $1.5

b. Contractual _ _
1. Economic Consulting during model development

15 days at $750/day 11.3*
2. Phone, centrex, local and long
distance charges 6
3. Chargeback for computer time from DOA 28.0
c. Supplies _ o
OupHcatlon, general consumption, mailing T
Books, technical Journals 2

d. Equipment o
1.~ Wang APC, VS Communication Board and

30mb Hard 01sk 6.5*

2. Deslc Calculator 3*

Total Expenditure First Year $103.7
Total Expenditure Subsequent Years $85.6

3. Funding - General Funds

Page 3 of 3



STATE OF ALASKA 1987 LEGISLATIVE SESSION

FISCAL NOTE .

Bill Version: [ >* ~r-
REQUEST: S# 77/ K Publish Date: -7 p7
Revision Date:
Title: State Income Tax BRU: Treasury
Sponsor: Components:
Requestor:
EXPENDITURES/REVENUES:  (Thousands of Dollars)
1 1 Fy 87 1FY 8 1FY 8 1FYO9 1FY 91 1Fy 92
1 OPERATING 1 ! [ 1 [
| PERSONAL SERVICES [ - | 32.8 | 46.4 | 46.4 | 46.4 | 46.4
I TRAVEL - 1 1 - 1 - 1 1
| CONTRACTUAL 1 | 446 1 39.1 | 89.1 I 391 | 89.1
| SUPPLIES i - 1 1 - 1 - 1 1
| EQUIPMENT | - 1 1 1 1 1
j  LANDS & STRUCTURES - 1 1 1 - 1 1
| GRANTS, CLAIMS ! X1 1" 1 - 1 1
1 MISCELLANEOUS 1 - 1 1 - I - 1 1
1 TOTAL OPERATING 1 — 1 774 | 1355 | 1355 | 1355 | 135.5
1 CAPITAL 1 - 1 1 1 1 1
1 REVENUE 1 - 1 - 1 1 1 1

FUNDING: (Thousands of Dollars)

| GENERAL FUND - " |
1 FEDERAL FUNDS !
j OTHER I
1 TOTAL 1

77.4 ] 1355 | 1"j .5 135.5 135.5

[N T
—_ - —
—_— =

77.4 135.5 | 135.5 135.5 135.5
POSITIONS:
I EX%—HME | - 1 1 1 1 1 1 1 1 1 1

1 TEMPORARY [ - 1 - 1 - 1 - 1 1

[E=N
[EEN
[EEN
[E=N
[EN
[EEN
[EN
[EN
—_
[EEN

ANALYSIS: see attached analysis

Prepared By: Milt Darker I_B ]Phone: 465-2350
Division: Treasury / Date: February 25. 1987

Approved by Commissioner: /S/yp/f ftr Date: _____P,// 6
7 7

Agency: Department of Revenue

Distribution (by preparer):
Legislative Finance
Legislative Sponsor
Requestor
Office of Management and Budget
Impacted Agency(ies) page _1 of 31
Senate Secretary



DEPARTMENT OF REVENUE
TREASURE DIVISION

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. 100,000per
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 "he Departmen- of
Revenue®s system for the tax payments on a consolidated basis.

COSTS:
Personal Services FY 1980 FY 1989
Accounting Technician I $2,718 X 12 mo 19.0* 32.6
Accounting Clerk Il $2,310 X 6 mo 13.8 13.8
Lockbox contract 44 .6 89.1
TOTAL $77.4 $135.5
* 7 months 1in FY 1988
DEVELOPMENT TIME: Completion
Date
Technical Analysis of the required systenm 4 months 10/07
Lockbox Contract 3 months 12/87
In-house training of depository procedures 2 weeks 12/87

In-house traning of accounting procedures 2 weeks 12/87



STATE OF ALASKA 7087 LEGISLATIVE SESSION
FISCAL NOTE

Dill Version:_SQ> / 77{

REQUEST >0 A Publish Date: 2, -2,?7-Fy

Revision Date:. Agency Affected: Revenue

Title: " BRU: Enforcement

Sponsor: House Rules Committee Components: Enforcement— Operatinr.

Requestor:

EXPENDITURES/REVENUES: (Thousands of Dollars)

1FY 8 1Fy 8 1FY 8 1FY 9 1FY 91 1FY 92
OPERATING 1 J_ 1 1 1 1
PERSONAL SERVICES 1 - | 65.0 | 315.1 | 666.4 i 666.4 | 666.4
TRAVEL 1 | 11.9 | 39.6 | 50.4 | 50.4 | 50.4
CONTRACTUAL 1 | 6.0 | 35.7 | 165.8 | 165.8 | 165.8
SUPPLIES 1 1 .3 i 2.0 ; 4.3 4.3 | 4.3
EQUIPMENT 1 - | 25.8 | 101.7 ! 6.6 1 - 1
LANDS & STRUCTURES 1 - 1 1 1 1 i
GRANTS, CLAIMS 1 o . 1 1 1 1
MISCELLANEOUS 1 - 1 1 1 1 1
TOTAL OPERATING 1 — | 109.0 | 494.1 | 897.4 | 890.8 | 890.8
CAPITAL
REVENUE
FUNDING: (Thousands of Dollars)
| GENERAL FUND | 109.0 | 494.1 | 897.4 | 890.8 | 890.8
| FEDERAL FUNDS | - 1 - | - | - 1 -
I OTHER | - | - | - | - 1 -
I TOTAL | 109.0 | 494.1 | 897.4 | 890.8 | 890.8
POSITIONS:
| FULL-TIIE I 16 | 17 | 17 | 17
j PART-TIME
TEMPORARY 1
ANALYSIS: Please scg”-tfTTtachcd analysis,
Frepared By: Thomas'C. WilliaQSICA-au Thone: 465-2366
Division: Enforcement Division z Z Date: February 26. 1987
Approved by Commissioner: I rofts Date:
Agency: ft /-7-1=>wv2 r
Distribution (by Agency preparing fiscal note)
Legislative Finance
Legislative Sponsor
Requestor
Office of Management and Budget
Impacted Agency(ies) page 1 of _6_

Senate Secretary



STATE

Staffing as of July 1. 1987
Total Positions 07/01/87
Fy '88

Hire positions by 03/01/88
and have employees fully
functional by 06/01/88

Positions Added in FY '88

FY '89

Hire positions by 01/01/89
and have employee fully
functional by 04/01/89

Hire positions by 04/01/89
and have employees fully
functional by 07/01/89

Positions Added in FY '89

ALASKA DEPARTMENT OF REVENUE
ENFORCEMENT DIVISION
INCOHE TAX POSITION
As of February 26, 1987
Total JNU

REO IV 1 REO 1V
REO 111 1 REO 111
REO I1

TCS 11 3 TCS 11
AC 111 1 AC |11
CT 111 1 CT 111

N, BN EPDN

12 7

REO 111

REO 11 1
TCS 11

AC 111

REO 11

=N R

1 REO IV

REO 111
REO I1
TCS 11
AC 111
CT 111

N P BN

11 -0-

FY '90 (if workload warrants)

Hire position by 07/01/89
and have employee fully
functional by 10/01/89

Positions Added in FY '90

Fy '91
needs

of 1989
the FY '9

Evaluate potential
during the Fall
while preparing
budget.

Total Positions Added

TOTAL POSITIONS REQUIRED

1 REO 111

1

17 1
29 8

pP&ne ].of ].

IMPLEMENTATJ ~M SCHEDULE

ANC

REO IV

REO 11
TCS 11

CT 111

REO 111

TCS 11
AC 111

REO 11
TCS 11

CT Il

REO I11

13

R, W e

FBIC

REO

REO
REO
TCS
AC
CT

v



ALASKA DEPARTMENT OF REVENUE
ENFORCEMENT DIVISION
FISCAL NOTE ANALYSIS FOR INCOME TAX BILL
February 26, 1987

ASSUMPTIONS

1.

10.

11.

12.

There are approximately 15,000 employers and 100,000 families which will

be required to file under an income tax bill.

Withholding will begin January 1, 1988. A significant number of
delinquencies on first quarter returns will not appear until June 1, 1988.
Individual returns will begin January 15, 1989. A significant number of
delinquencies will not appear until July 1, 1989.

The noncompliance rate in northern Alaska (including Fairbanks) and the
Kenia Peninsula will be relatively high.

The number of positions is based on an anticipated high noncompliance

rate. If the noncompliance rate is lower, only those positions which are
needed will be filled.
The Anchorage Collections Office will be able to work the Fairbanks

withholding cases until the Fairbanks Collections Office opens in FY '89.

When the Fairbanks Collections Office opens, all northern Alaska
(including Fairbanks) area :ases will be transferred from the Anchorage
Collections Office.

There are no changes to the current salary schedule or the merit in""ease
system. The average position will be hired at a "B" step. AIll employees
are granted timely merit increases.

The necessary travel by each field Revenue Enforcement Officers will be
one week long trip per quarter.

Current Revenue Enforcement Officers travel will each increase by one
week long trip per quarter.

Workstations are currently available for new personnel in Juneau and for
two personnel in Anchorage.” Additional workstations are required for

personnel in Anchorage and Fairbanks.

Criminal investigations will be conducted by the Audit Division.

COMPUTATIONS— FY '88

Personal Services

Juneau
1 Revenue Enforcement Off.cer 11l (range 18, 0 49.0/year) 16.9
1 Revenue Enforcement Officer Il (range 16. 0 42.8/year) 14.8
2 Tax Collection Specialist 11 (range 12, 0 33.6/year) 23.0
1 Accounting Clerk 111 (range 10, 0 30.0/year) 10.3
Total FY '88 Persona. Services 65.0

Page 2 of 5



Travel

2

3

Total

Contractual

FISCAL NOTE ANALYSIS FOR

ALASKA DEPARTMENT OF REVENUE
ENFORCEMENT DIVISION

February 26, 1987

Revenue Enforcement Officers to IRS Phase

Transportation ( 2 trips
.Per Diem (2 trips x 42 days
Revenue Enforcement Officers X 1 trip
Transportation ( 5 trips
Per Diem (3 trips x 5 days

FY '88 Travel

Increased toll

Printing for
Increased postage costs

Total

Services

costs (5 employees
forms, letterhead, etc.

Fy '88 Contractual Services

Commodities

Paper, pens, etc.

Total

Fy '88 Commodities

Equipment

N WD~ NDDN

Total

Workstations for Support Personnel
Swivel-Tilt Chairs with arms

File cabinets (5 drawer legal w/lock)
12 digit Desk Calculators (printing)
Wang Computer Terminals

Telephones

Total FY '88 Costs

Computations—FY '89

Personal Services

N, AN RN

Total

FY '88 Eauipment Costs

Revenue Enforcement Officer IV (range 20,
Revenue Enforcement Officer 11l (range 18.
Revenue Enforcement Officer 11 (range 16,
Tax Collection Specialist Il (range 12,
Accounting Clerk 111 (range 10,
Clerk Typist 111 (range 8,
Positions hired during FY '88
FY "89 Pr,*sonal Services

Page 3 of 5

(estimated

(5 employees x 1/4 vyear

INCOME TAX BILL

training

@ $500)

9

o Oo

O O OO oo

O O OO oo

$80/day)
quarter
$1,000)
$80/day)

$250/mo)

$100/mo)

$250/year)

$5,273.73
$640.81
$341.35
$135.03
$4,200.00
$343.00

58.8/year)
50.4/year)
44 .4]year)
34.4]year)
30.8/year)
27.6/year)

11.9

12.

~eHYyYy©

(o]

25.

109.0

29.
12.
22
34.

13.
195.

315.i

O ~N AN O N



ALASKA DEPARTMENT OF REVENUE
ENFORCEMENT DIVISION
FISCAL NOTE ANALYSIS FOR INCOME TAX BILL
February 26, 1987

Travel
3 Revenue Enforcement Officers to IRS Phase | training
Transportation ( 3 trips 0 $500)
Per Diem (3trips x 42 days 0 $80/day)
8 Revenue Enforcement Officers x 1 trip O quarter
Transportation ( 20 trips O $1,000)
Per Diem (20 trips x 5 days O $80/day)

Total FY '89 Travel

Contractual Services

Increased toll costs (16 employees 0 $250.00/month)

Printing for forms, letterhead, etc.
Increased postage costs (estimated 0 $350.00/month)

Total FY '89 Contractual Services
Commodities
Paper, pens, etc. (16 employees 0 $250/year)

Total FY '89 Commodities

Equipment
11 Workstations for Support Personnel 0$5,273.73
11  Swivel-Tilt Chairs with arms 0 $640.81

6 File cabinets (5 drawer legal w/lock) 0$341.35

11 12 digit Desk Calculators (printing) £$135.03

7 Wang Computer Terminals 0$4,200.00

11 Telephones 0 $343.00
Total FY '89 Equipment Costs

Total FY '89 Costs

Computations—FY '90
Personal Services

1 Revenue Enforcement Officer 11l (range 18, 0 50.4/year)
Positions hired during FY '88 and FY '89

Total FY "90 Personal Services

Page 4 of 5

~

35.

101.

494.

50.
616.

666 .

[y



Total

Travel

ALASKA DEPARTMENT OF REVENUE
ENFORCEMENT DIVISION
FISCAL NOTE ANALYSIS FOR INCOME TAX BILL
February 26, 1987

Revenue Enforcement O fficers to IRS Phase | training
Transportation ( 1 trips 0 $500)
Per Diem (Ltrips x 42 days 9 $80/day)
Revenue Enforcement O fficers x 1 trip 9quarter
Transportation ( 36 trips 9%$1,000)
Per Diem (36 trips x 5 days 9 $80/day)

Total FY >90 Travel

Contractual Services

Out-of-state collection agency contract

Increased toll costs (17 employees 9 $250.00/month)

Printing for forms, letterhead, etc.

Increased postage costs

Total FY '90 Contractual Services

Commodities

Paper, pens, etc.

Total FY '90 Commodities

Equipment
1 Workstations for Support Personnel 9 $5,273.73
1 Swivel-Tilt Chairs with arms 9$640.81
1 File cabinets (5 drawer legal w/lock) 9 $341.35
1 12 digit Desk Calculators (printing) 9 $135.03
1 Telephones 9 $343.00

Total FY *90 Equipment Costs

FY '90

Page 5 of 5

(estimated 9 $400.00/month)

(17 employees 9 $250/year)

4.

36.0
14.4

54.3

100.
51.
10.

0 O O o

65.8

$

o P W o w

897.4





