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fered: 4/1/17 wol227hB

0f
Referred: Finance

Original sponsor: - Rules/Governor

in me House b)/ thC State affairS cor*iirree
(S KR Huse BILL ND 13A (State Affalra)
IN THe LEGI ATRE (7 THE STATE (F AUSKA
AFTEENTH LBH&AAT%IFEL* ARST EJCN
For an Adt entitled: A At relating to the taxation of Incoag; relating
to individual tax credits; and providing for an
effective cte™
BCIT NCEDBY THC LB UMRE F TE SAE GF AR
*Section L A5 4320.011 is averoedby aoding  nev sulbsections to read:
~(9) There le lapoted for exch  taxableyear pon thetaxable
Incone of every resident, nonresident, and part*ycar resicent  Indl-
vidugl and fiduciary of the state, except those subject to the rates
i (h). (1). ad (J) of this section, a tax computed according to the

folowing table: |

If the taxable Inone is; Then the tax is: |
Over 831 but less than$30,000 3.2 percent of taxable inoone
$30,000 or nmore $940 plus 5.7 percent of the

o excess over $30,000.

() There ts inposad for each  taxableyear yon thetaxable
incone of every  resident, nonresident, and part-y*ar residentmarried
Individual o makes a single return Jointly with a spouse, & provic®
ed in 4 Ut.C. 4003 (Internal Reverue Coce), and upon every resident,
nonresident. and part-year resident surviving spouse, &s defined in 24
USC. 2(a) (Internal Cock), a tax conputed according to the
following table;

If the taxable incone Is: Then the tax IS |
Over 831 bt less than$30,000 3.2 percent of taxable inoone
$30,000 or more $1.400 plus 3.7 percent of the

HBO134B C3HB 134(Sa)
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| licill ovar 530.000,
(1) Treala tapoiad for aan taxableyear won  tha taaabla
Incog™ of avary raaldant. nonraaldant, andl part-yaar raaicent heed of
a houaahold, e cefined In 26 US.C. 2(h) Elntamal Faana Coda), a
tax oonputed according to tha following tabla:

tf tha taxabla Incoca 1a: Tntha tax la;
Ovar 511 hut laga than $60000 3.2 parcant of taxabla Incooa
$60,000 or *ora $1,210 plua 3.7 parcant of tha
axcasa ovar $60,000.

(J) Thera ia imposed for aacn  taxablayaar yon  tho taxabla
tooce of avary raaidant. nonroaidant, and part-yaar raaldant named
Individual wo coea not aaka a aingla ratum Jointly with a spouse a
tax coopwtadl according to tha following tabla:

If tha taxabla incoat Ia: Thntho tax ia |
Ovar 8L but laga then $23000 3.2 parcant of taxabla incoee
$23,000 or aore $100 plua 3.7 parcant of tha

axcasaovar $23,000.

K Ing), (1), (i), an (j) of thiazaction, tra tax m a
nonvoaidant or part-yaar raaidant individual or fiduciary ia tha tax
coaputed on taxabla inco*a fro* all aourcaa aultlf)lled a fraction
tha. nuoerator of which ia acjusted ?roaallrmm 02 aucaa in tha
atata and tha danomnator  of which [a adjuatad groaaincotaa fro* all
a0UrCaa,

(I} an individual ahall dataralna tha tax under thia aaction
uaing tha sare filing atatua @ tead on tha individual'a fadaral
ratum
&6 2 /463200300 ts aavdd to raad:

a) VI dndvitall(kdVUsm, — * fARTHRSVIP VWHCH U
A ONAS APRNRR A corporation (IS) required to »dka a

CSHB 136(SA) » H10136R



redurn under thrprovision® of tho Internal Rovorwo Qb [. IT) shall
at tho sear tine ftlo with tho dopartaont a rotum sotting out
(1) tho amount of tax Lo Undar this chapter. loss  allow
P credits and clalaod against tho tax; and
2) ﬁt or hgr;ftomar%?n I{/OLrUt-rbD &Jrggso of carrying out tho

ovisions of this chapter t tho copartaont requires.
gec (3d) AzétB v d)lJ%deElBlt%{r% CEPARIMENT)  shall ~ fil

| axpayer ) shall file
withtho  retum (FRNSH TOTHE [P a (TREA correct ooy
of thotax rotum (\\HCHTHE TAGAR filed wih tho United
States Internal Rovoru Service,  Every taxpayer shall file an ocondod
rotum with tho dopartaont. and roait ant additional tax and interest
oo %I\UHFYTI-E INVRTING OF AT ATERATON IN. (R MOD-
HCATION CF. THC TAPAYERS FECERAL INKME TAX FETURN AD (F A FEIM
FUTATION CF TAX (R CETERMINATION CF CERCBNCY (WHETHRWTH (R WTH
Qr . ARLL STARVINT CF THE FACTS HAL ATMIAY THS
NOIE THC GES-HJ_EEFILE) within 40 ceys after tho final
dotoroination of tho taé@ers federal tax ||abllltg g’FI\/EDHCAﬂG\l
FCMAUTATION (R DEHCENCY. A\D THE TAGAER AL PAY THC ATDTIONAL
TACCR FBWLTY INDR THS GHAPTER. For purposes of this  section, a
final dotominat ion mini (AL NEA the tia* that an amenced feder-
al rotum 1S filed or tho cete a federal (ANDICE (F CEHOBNDY (R
AN assessirent is mece (VALED TOTHC TACARR BY THE INTERAAL FEANE
FME BT HY INNOBAT WL THRE BE A ANAL CETERVINATION

FOR PURRCEES (F THS SCCTION UNTIL THC TACARR HS  BERETD RCHIS

(F AFEAL IR FECERAL LAW.
*Sc 4 A4320.031 IS avencedl by adding rew subsections to react

(1) Tre gross incoee of an individual or a fiduciary is  grots
Incoae as defined In 24 USC. 41 (Internal Revenue Code), and

HR01S4B CIKB 1S4(SA)




Incluces those teas specifically included n gross Incoe*  Unckr 25
USC. 7L - 6 USC. & (Subtitle A Ch 1B, Part Il of the Internal
Ravene Code) and excludes  those  iteas spemflcallg_exduded froa
gross incoee unoer 26 US.C. 100 « 26 USC. 138 (Subtitle A Ch 1B,
at Hi of the Internal Revenue Codee), with the following Modifica:
| ?1) a taxpayer wo receives a cost-of-living allowence that
IS excent froa federal incoae tax shall detcraine and Include that
0Nt as part of the taxpayers incoee & if the cost-of-living
allowance wiere not except o o
(2) @ taxpayer wo receives interest ypn obll?a_tlons of a

state, or Interest uonobligations of a political or eunicipal subdi-
vision of a state, thatis except froa federal Incoae tax shall deter-
atne and Include that aaount &s part of tha taxpayer's incoee & If
the interest were not except | |

| (3) 0ross incoae oes ot incluce longevity  bonuses re-
ceived uncey A8 | o
| a{k) Tre followingadjustaents to the gross incoee of an indi-
vidual or fiduciary areallowed aa deductions In arriving a  ajusted
0/0Ss incoae uncer this section:

(1 the deductions allowable unger 2 USC. & (Internal
Ravente Coce
(Al attributable to a trade or business carried on by
a taspayer;

froa the sale or excrange of property;
C) attributable to property held for c% procluction

of rents or royalties, |
0) for the preaature withcrawel of eoney froa tlae

SavingS accounts or dleposits;
(3B ISVEA 6 H014B
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(© for alimony
2) Interest received on obligations of tho Unitod Statos,
3) refunds of stato Incoae taxes Incluced In %ross Inooge
perrmmtfuﬂdwldends id under /5 A3.23.085
(1)Tre taxable Incoae of a fldu<:|a IS Its adjusted gross
Incoae. Tre taxable Incoee of an individu taﬁoayer IS the taxpay
er's agjusted gross incoee less personal exeaptions. A indivioual
taxpayer aay ceolct froa adjusted gross incose the nuaber of  personal
exeaptions to which the ta%yer |s entitled under % USC. 11
(Internal Reverte Cook).  Tre exeaption aaount is $3000 al is not
adjusted for|nf|at|on
() Inthis section. "Individual" mears a resident, nonresicent,
or part-year resicent individual, and “fiduciary” aeara a resident,
nonresicent, or art-year resident f|dUC|ary
*& S ASAB 1S armnhdma/wor? a B Section to roadt
S A3200%2 TAX FR NNESCENTS AD PART \ERR
RESCENTS A\D HDUOARES, é N computing the tax of & nonresident
or part-year resicent individual or fiduciary under A5 A3.20.01i(K)
the part of the adjusted gross incoee attributable to sources in the
state IS determined under A5 A3200A0
(b) Incosputing adjusted gross incoee attributable o sources
In the state (or a nonresicent or part*year resicent Indlividual or
fiduciary, deductions ad adjustrents are allowed only to the  extent
that they are comesCad with incoge that arises froa sources in- the
state o propertyhlvm% a situs for taxation in tha state.
v 3¢ 6. AA20000) is aveddto read
(b) In this section, incoee IS froa a sourcenaving — a taxable or
business situs inthe state if it is derived froa
(1) oaning or operating business facilities or property in

HIBR », 3B [ANA



the state:

(2) conducting business, farming, or fishing operations In
the state;

o E%] a partnership that WHCH transacts business In  the
state;

(*] [(3)] * corporation that WHCH transacts business In
the state and that %HG—) hes elected to file federal retums  Under
2°USC 1361 @13 ﬁSubtltle A (h 1 Suchapter 8 Internal

[ S(ITI-E INTE%\IGLFBE\LE(U]E),

5£ ing In ay other activity from which Inoar [a
received reahsed?gorr]gden\% in the state"y

6) working for salary or wages in the state;
an estate or trust deriving inoore fro* sources In- the

etate.
*Sec 7. A63.20.040 s emerckd by ackd ars/vsubsectlon {0 rea
(o) With regard to the tax uncer A543.20.011(g) * (J% If a
business, trade, or profession, other than the rencering of purely
personal services, IS carried on partly inside ad partly outsice the
state, the Incone from sources In the state mst be determined &
provlded In A 43.19
*Sc 8 A 4320 la amerosd by adoing a rew section to read
Sec. 43.20.062. CREDTS TAX (a) A resicent is al-
lowed. & a credit against the tax otherwise cle uner this chapter,
the aout of incoe tax_ inposed on the taxpayer for the taxable year
by another state or territory of the United States on incone  gerived
from sources in the other state or territory that is also subject to
tax Uner this chapter.

CSUB 134(SA) - KBO134B



(b) Tre credit allowed In (a) of this section is llaitad to that
\oropornon of the tax conputed uncer thle chapter that the taxable
nooee froa the other staee o territory bears to total taxable I
cose. Tre credit ray not exceed the actual tax paid to the other
state or territory.

(c) Tre aaounts ceoucted and withheld as taxes under this  chep-
ter durlnﬁea calencar yaar are allowed as credits to the taxpayer

against the tax Inposcd by this chapter.

Ataxpayer wo aI|f|es or receipt of the Alaska pemenent
fnd dl\/ldend u AS43 3 nay, Uner requlations adopted by the
cepartiment, request the  cepartment to apply thedivicend & a credit
against the tax Imposed by this chapter,

*Sc 9 A 4320063 is avencd to read:

Sc 4320003 ALGGAION o arvorrionmens. A corporate

yer Wo hes inoome from husiness actth that [LHQV] Is taxable
bot Insice ad outsice  the state or incomefrom othersources  hoth
Insice and outsice the state shall allocate awhpportion net  inoone
q ﬁr]owdehd |tn the Multlstate Tax Gnpact (A5 43.19), or & provickd

IS chapter.

*Sc 100 A4320 is avenced by adding a rew section to read:

Sc 4320171 CALECIONOT NNMEAT ONE - (a)  Bwery
enployer meking pynert of wages or salaries shall deduct and withhold
an anut of tax conputed th a mamer to approximete the aourt of tax
cle on those vages under this chapter for that year.  Tre enployer
shall remit witfneld taxes to the departent, together with a retum
or report prescribed by the departrrent, a the time or times  reguired
by the depeitment by regulation. Tre cepartment shall publish  the
rate of withholding required by this section. Every enployer meking a
deduction and a withholding shall fumish to the enployee o [ater

HS01341 CtMi [Ja<IA)




then January 3L of tha succeeding Year, or within ) ceys after ter-
mination of enployent, whichever s earlier, a witten statement on a
form prescribed by the departrrent shwung o
| (1) the rane ad taxpayer identification vt of tha

employer. | |

2) the rane and social security rumber of the enployee

2 the total amount of waes endother compensation; and
b

the rrt}gl)tal mﬁ&qrt Ceocted m]tcjvvithheld & }ax_. "
s (RYTEITS 0 or Salaries ear
In the state, r_ega_rdcl)ggrs of tﬂ% place V\mre\tlr\n@wm )t:

(1) s ligble for the paymert of the tax required to te
ceolcted andl withheld uncer this section and IS ot liable to an
Individual for the aourt ot the payment; ad

(2) shall nde retum of and pay to the cepartment the
anut of tax levied that tha eeployer Is required to cecct and
vmthhf)lsi ug]der rTthls C tefr._I b i s o

¢) A employer wo fails to with this section is subject
to the penalties ggte out in A 43.03.2 0y d)

__(ds) If the employer is the United States or the state or a
political subdivision of the state, or an agency or instrumentality of
one or nore of Chose entities, che return of che anturt deducted ™ and
withheld on vages or salaries may ke nece by an officer of the enploy-
er having control of the payment of the wieges or Salaries or o IS
appropriately designated for that purpose.

@) In"chis section, "Weges. "enfloyee,“aﬁ “en&%er" e
the rrean&r&attrlbuted to tremuncer 24 USC. 1 (Internal
Ravente Code)

*Sc 1 A4120.340 1s amenoed by adaing rew paragraphs to readt
(12) “fiduciary" mears an estate, a trust, a quarcian.

CSX* 1S4(SA) KS01340




trustee esetutor, administrator. receiver, conservator, or a person

acting In @ riauciary CAPACHY for another or for the estate of a
0koeased person: o _
11 “individual® mema natural person, aarried or

aarrled. adult or alnor, subject to of an incoae tax under 2%
USC. 1+ %Q (Intemal Revente Cock): o
| (14) "doaiclle” aeans the location of an incividual's true,
fixed, pemerent fme and principal establishment, to which the  indi*
vidua Intengs to return from a temporary or transitory absence
(15) "nonresident” means an individual who IS nat @ resident

o part year resicent _ _

~(16) "residence"” mears actual physical presence in the state
and 1S cetermined without regard to a person's doaiclle;

. (17) "resident" ears an inclividual iho. during the  taxable
year, \igs domiciled in the state or resided in the state for the
entire taxable year; an individual coes ot lose resicent - status
Simply by reason of attendling an educational institution or by serving
In the amed forces,

*$o 2 A4).60N A0.20.012 A 4320013 are repealed

* S0 13 Sections | * 12 of this At apply to Incoae received after
Deoanter 3L 1907,

* S 14 This At tabes effect January 1 1911

KS01541 CoM* 1S4(SA)
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Prepared by Audit Division
Pat* 2 of 4

INDIVIDUAL T1IFfCOMK TAX
FISCAL MOTH ANALYSIS

Assumptions

Tho Audit Division vIIl administer the Indivldusl Income tax law to
insure compliance with Alaska Statutes. Although eslendsr year tax
ratums will not be due until 1989, a withholding tax system oust be in
place and operative by January 1, 1988. Additional staff aust be hired
and fully trained to accomplish the following!

1. Compliance. This function will be accomplished by utilising
both tax examiner and auditor staff. Tax exaalners. sore
typically, will handle deak review ami lees complex iasues.
Auditors will complete field audita and deal with more
eophistlcated 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.

2. Payroll withholding. This function will be accomplished by
staffing of tax examiners to reconcile employer? quarterly
withholding, returns, monthly deposits and annual statements.
Shsy will maintain and reconcile the employees W*2 % to the
employers returns.

s. E*turn fxtminatien and Processinc. 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 deek reviews will be
completed to process the returns, delected returns will be
forwarded to an auditor for examination.

5. Public tducaiioa and Staff Training. This function will be
performed by audit level staff members. Public education of the
Individual Income tas lowa end filing requirementa will e
accomplished through seminars conducted in various locations
throughout the state «nd by training staff members dealing with
the publts. Staff training iIs necessary te maintain a cempetent
level of employee and educate staff le the new and changing lax
laws.



Propared bp Audit Division
Pig* 1 of 1

A schodulo of oatlnated costs to oporato tho Audit Division prograns aro
as follows. Theae costs aro basod on 1982 dollars and do not attempt to
factor In inflation. Those ostlnatos aro preliminary and presented
aololy to present to the reader a basic idea of the areas within thia
division which will bo infected by passage of this legislation.

0-11 EUL2
personal Services
1 Revenue Auditor 1V 41.4 Si.2
1 tax Kxanlner 111 21.J 14.4
1 tax kxaninor 11 24 .1 92.2
1 Tax kxaniner 1 21.J 2t.4
1 Clerk 1V 20.1 24.8
1 Clerk Typist lit 19.1 25.4
1 Clerk Typiat 11 u.o9 29.9
2 Revenue Auditor 111 94 .4
2 Tax kxanlner 11 441
2 Clerk typiat 111 50.9
2 Revenue Auditor t 22.8
1 Appeals Officer HI L«lJdL
Travel and Per Plow
1 -*,2 1JL«-S
smraitoni
Training a.o U.i
Wong terminals 4 Software 50.0 1f.1
» 9 isn »

*Shls figure reflecta a one tine travel cost for employer training to
be conducted in varioua location* throughout th* St*t# In conjunction

with the Public Services Division.



Individual
fiscal

gintn.Hgamigsgau

1.

12.

11.

14.

Technical Analysis
Generate Poms

(ducate and Asaiat Public

Receive Returns
Process Cash for Deposit
Nicroflln Returns

establish tfdlt Selection
Criteria

Perform Visual Mil
Data Capture Return Information
Perform Computer Edit

tnsuro Compliance with Piling
Pegu Irements

Istabllsh Refund/Credit to
Best Program

Document Piling or Destruction
perform Office Audit

a) Personal Service Costs

POgITfciPS tAggg
Revenue Audltor v 20
Tax examiner 10
Clerk 1V 9
Clerk Typist HI t
Clerk Typist It 2

Prepared by Audit
Pago 4 of 4

Income Tax
Impact

Bo expenditures

Bo expenditures

Division

Expenditures covered by regular audit

functions

Bo expenditures
Bo expenditures
Bo expenditures

{expenditures covered by regular
audit functions

Bo expenditures
Bo expenditures
Bo expenditures

Bo expenditures

Bo expenditure**;
regular audit functions

Bo expenditures

2 positions

abbuai
e <1 .T TALAXV

1.544 55.120
2023 14.424

' 12.025
1.01S 21.405
1.211 24 .294
1.411 25.441
1.545

TOTAL PtSFIOBAL STOICS tXFCBOITVAKS

Expenditures covered by

salary

WITH BUrtMTS

mi*in



Prepared by Audit Division

Page 3 of 6
b) Contractual: a terminate, 10P,Memoryupgrade,
Cosvunicationo I SO,000
c) Supplies: miscellaneous 4,300
d) training *,000
e) tqulpment: microfilm r/p, printer,desks,
chairs, etc. 33.0Q0
TOTAL KXPtUIDITUNKS <109.735

Perform Field Audit

a) Personal Service Costs

AA
POSITIONS BMS& I\M[MY tAlA-]l- MlSlI.BIfStQSUrli?TYS

Revenue Auditor 121 is 3,113 S «8.:69
lax examiner 12 13 3.0T3 33,073
Clerk Typist 111 8 1,831
*

TOTAL PtftSOKAL St V1CS SXJtifDl |U\$ tmJ12
b) Contractual: 3 terminals, Communications 1 1s.0cCC
c) Supplies:miscellaneous 3,000
d) Training 3,000
e) Tttwipftrent: desks,chairs, ete. 11,000
t) Travel 3.C00

TOTAL tTXPtttb!TUNIS Ha».?21?

AFfCITORACg - a POSITIOM
a) Personal Service Costs

AtfKUAL SALARY

t2i:n”s m a .T SAURY Mint tmtnn
revenue Auditor i 1« 3.333 I «a
eevenue auditor ! I« 2,1)1 3921321
Cjéfkue Auditor 111 19 3,113 41.113
Typist 111 I «.e3l

TOTAL 1ttSOOAL STOIC* tSPSUOITUNIS



Prepared by Audit Division

Page 6 of 6
b) Contractual: 4 terminals, Communications I 30,500
c) Supplies: nlscellaneous 3,500
d) Training 5,000
e) Equipment: “"leaks, chairs, etc. 13,000
) Travel 8.000
TOTAL EXPENDITURES 3114 .4BS

a) Personal Service Costs

ANNUAL SALARY

positions mnck wm'ti-Zhim HHUJSPcrus
Appeals Officer 111 18 3,113 < 48.189
Tax Examiner 11 12 2,072 32,075
TOTAL PERSONAL SERVICE EXPENDITURES <80.284
b) Contractual: 2 terminals, Communications < 10,825
Training 2.500
Equipment: desks, chairs, etc. 5.000
0 Travel 3.090
TOTAL EXPENDITURES <102.389

(RAD TOTAL EPENDTLRES <f51,321



STATK OP ALASKA 1987 LEGISLATIVE SBSSIOII
FISCAL NOTE

Dill Version: HB 1SA
USWL Publish Date:
Revision Data: March 13, 1*81 Agency Affacted: Revenue
Titla: An Act for ths taxtlon gL BRU: tnforeswant
— Incono derived by indlvjjualli
partnerships and fiduciaries.
r&&jﬂ%%torHouse Fuies Cos»lttee Components:, Enforcement-Operating
1 L FT 87_ 1 FY 88 1 FT 890 1 FY 90 1 FY 91 L N» M
1 OPERATING 1 1 JL J. JL 3.
| PBRSOMAL SERVICES | - I 6S.0 1 256.2 1 559.4 1 559.6 1 559.4
| TRAVEL | - | 11.9 1 28.0 1 52.3 1 52.3 1 52.3
| CONTRACTUAL | - | 4.4 1 19.5 1 137.0 1 137.0 1 137.0
| SUPPLIES | - 3 1.6 1 3.5 1 3.5 1 3.5
| EQUIPMENT 1 - I 28.9 1 47.7 1 26.3 1 S|
| LANDS 4 STRUCTURES 1 - | 1 - 1 B 1 - 1
| GRANTS. CLAIMS ( - | 1 - 1 - 1 - 1 -
| KISCFtLANEOUS . - - | 1 - 1 - 1 - 1 -
1 ____ISIAt OPERATING .. A = | 112.5 1353.0 1 778.7 1 752.4 1 752.4
i— | - 1 T - T _ T - T -
i mosii ... i - ! 1- - T - T - ]- -
FVWDIWC: (Thousands of Dollars)
| CENERA1. FUND - 1 112.5 1 353.%3 i 678.7 | 652.4 1 652.4
j FEDERAL FUNDS - 1 i - i - i - 1 -
I OTHER (Progran Receipts) - 1 1 - | 100.0 i 100.0 1 100.0
1 TOTAL 1 - | 112.5 1 353.0 | 778.7 i 752.4 | 752.4
POSITIONS:
| FULL-TIME | - 1 s 1 10 i 14 i 14 14
| PART-TIME Tl I - T B
1 TEMPORARY 1 - 1 | - i - 1 - 1 =
- . * a
tm m Il Pl*ase see the attached analysis.
<«*f

Prepared By: _ 1Ft99gj Cr WIillISH ————mmmmmme o Phone: 445-2344
Division: Enforcement Division Date: March 13. 1987
Approved by G |aS|Oner Date: J*-
Agency:
Distribution (by Agency preparing fiscal note):
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Requestor

Office of Management and Budget

lspected Agency(ies) page of

Senate Secretary
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FISCAL HPTB ANALYSIS FOR HP 136
March 13, 198/

ASM0WG

1

Th**ro ara approximately 13,000 coployers and 100,000 families which will
ba required to flla undar an Incomo tax bill.

Withholding will begin January 1, 1988. A significant number of

delinquencies on first quarter returns will not appear until Juno 1, 1988.

Individual returns will begin January 1S, 1989. A significant number of
delinquencies will not appear until July 1, 1989.

Tho Audit Division estlouites they will generate 3,000 billings per year.
Approximately 10% will be appealod; 30% will be paid; and tho remaining
60% (or 3,000 billings) will become delinquent.

The average taxpayer case consists of 2.3 billings resulting in 1,200
additional taxpayer cases. O0ld case work levels will docroase by
approximately 100 cases by July 1, 1989.

Current Number of Taxpuyer Cases 783
Projected Inventory Decline ( 100)
Subtotal 683
Additional Inventory 1.200
Expected Inventory at July 1,1989 1.883

The maximum workable Inventory for Tax Collection Specialist and Revenue
Enforcement Officer Il positions is 120 taxpayer cases. The maximum
workable inventory for a Revenue Enforcement Officer Ill is 70 taxpayer
cases. (Pleaso seo the attached workload analysis.)

The necessary travel by each field Revenue Enforcement Officer will be
one week long trip per quarter. Accordingly, travel for each current
Revenue Enforcement Officer will increase by one week long trip per
quarter.

Workstations are currently available for the new position in Juneau and
for two of the new positions In Anchorage.

Page 2 of 3



ALASKA DEPARTMENT
KVPORCEMRMT OIVISIOM

tliIShL-MTK ANALYSIS rOR HP 134

March 13, 1987
COHPVTATIOMS--FY *80
rtrppnal SscvIsTi
1 Revenue Enforcement Officer 111 (range
1 Revenue Enforcement Officer Il (range
2 Tax Collection Specialist 11 (range
1 Accounting Clerk 111 (range

Total rr 'ss PErsONa: services

Travel

Ravonuo Enforcement Officers to

Of REVENUE

18.
16,
12.
10.

© © © ©

Transportation ( 2 trips -
Per Diem (2 trips x 42 days 9
Revenue Enforcement Officers x 1 trip 9
Transportation ( S trips 9
Per Dioa (3 trips x 3 days *
Contractual Services
Increased toll costs (3 c-rployeos 9
Printing for forms, letterhead, etc.
Increased postage costs (estiaatod 9
Total Ft *89 Contractual Services
fiMumflIUIt
Paper, pens, etc. (3 employees x 1/4 year 0
Igl*_LDLISS- ijis
2 Workstations for Support Personnel 9
2 Swivel-Tllt Chairs with arris 9
1 Pile cabinets (3 drawer legal w/lcck) 9
2 12 digit Peak Calculators (printing) 9
3 Wong Computer Terminals 9
3 Okldata u82a Microlino Printers 9
2 Telephones 9

Total rt *88 Equipment Costs

aiikJPLIMLfiBIU

Page 3 of 3

49.0/year)
42 _8/yoar)
33.6/year)
30.0/year)

IRS Phase ][ training

$300)
$80/day)
quarter
$1,000)
f80/day)

$130/e0)

t100/r.0)

S230/year)

$3,273.73
$640.81
$341.33
$133.03
$4,900.00
$330.00
$343.00

16.9
14.8
23.0
1<L?2

3.0
Al

JALI

al

al

=
O ~Nwwwo

[EnN

111.)
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ALASKA DEPARTMENT OP REVENUE
ENFORCEMENT D1VISIOU
EISSAL.HQTg ANALYSIS FOR HP 1ISA
March 13, 1987

Computations--PY *89

Personal Services

1 Revenue Enforcement Officer IV (range 20, 9 58.8/yoar) 29.4
2 Tax Collection Specialist 11 (range 12. 9 34.4/year) 17.2
1 Accounting Clerk 111 (rango 10, 9 30.8/year) 7.7
1 Clerk Typist 111 (range 8. 9 27.6/year) 6.9
Positions hired during PY *88 195.0
iEfiVSI
S Rovonuo Enforcement Officers x 1 trip 9 quartor
Transportation ( 20 trips 9 11.000) 20.0
For Dies (20 trips x 5 days 9 180/day) 8.0
Total IT *89 Travel 28.0

contr»9tufL ?gr.Ylc«a

Increased toll costs (10 employees 9 1150.00/eonth) 11.3
Printing for foras, letterhead, etc. 4.0
Increased postago costs (estiaated 9 1350.00/eonth) 4.2
T?tal P[:9.?—.?9ntr«9tleteryjc?? 19,5
Commodities Paper, pens, otc. (10 employees 9 1250/year) 1.6
5 Workstations for Support Personnel 9 15,273.73 26.4

5 Swivel-TIlIt Chairs with arsis 9 1640.81 3.2

2 Pile cabinets (S drawer legal w/lock) 9 1341.35 .7

5 12 digit Desk Calculators (printing) 9 1135.03 v

3 Wang Computer Terminals 9 14,900.00 147

1 Okidata u82 Hlcrollno Printers 9 1330.00 .3

5 Telephones 9 1343.00 1.7

N|IPA

IKIA-fT J t SAPAHE Costs a7
1&8A&1 H-L99. 1 35) .0

Page 4 of 5



ALASKA DEPARTMENT OP REVENUE
EMPORCKMKNT DIVISION

£EISgAU»0Tg . AVAt,rg» fPB HB j?4
March 13, 1987

Coan>utatlons--PY 90

POft.9n«l PFfrv U vp

1 Ravanua Enforcement Officer 11l (rang* 18, 9 30.4/year)

2 Revenue Enforcement Officer Il (range 16, 9 42.8/year)

1 Tax Collection Specialiat 11 (range 12, 9 33.6/year)
PoBitione hired during PY "88 and PY *89

Total PY *90 Personal Service*

Travel
3 Revonuo Enforcement Officers to IRS Phase | training
Transportation ( 3 trips 9 3500)
Per Diem (3 trips x 42 days 9 380/day)
9 Revenue Enforcement Officers x 1 trip 9 quarter
Transportation ( 29 trips 9 31,000)
Per Dienm (29 trips x 5 days 9 380/day)

Total PY *90 Travel

e
Contractual Services

OQut-of-state collection agency contract

Increasod toll costs (14 ccployees 9 3150.00/month)

Printing for forms, letterhead, etc.

Increased postage costs (estimated 9 3400.00/00nth)
I&MLnf ,.*0..<?PntCfctual.StrvI?ep
Commodities

Paper, pens, etc. (14 employees 9 3250/year)
Total pr *9Q commodities
ladgM flfc

4 Workstations for Support Personnel 9 33.273.73

4 Swivel-TIIt Chairs with arms 9 3640.81

2 Pile cabinets (S drawer legal v/lock) 9 3341.33

4 12 digit Desk Calculators (printing) 9 3133.03

4 Telephones 9 3343.00

12ial_nf_1?9 Bayimm.ftiti

XBitl-ELIN

Page 3 of 5

A2L0

21.1
2.6

.JL*



ALASKA DEPARTMENT OP REVEUVE
EVrORCEMEUT DIVISIFP
WRKLOAP LEVELS, VUPER |SA

As of March 13, 198/

Aa of
Collectors 07/01/87 f
Tax Collection Specialists 4
Revenue Enforcement Officer 2
Revenue Enforcement Officer Ills 1
Total Collectors 1
ftiwort Staff
Supervisors/Technical Advisors 2
Accountine Clerks 1
Clerk Typists 2
Total Support Staff 3
T?<*J1.S*affinA. _ 12
Tax Collection Specialists 480
Revenue Enforcement Officer Tie 240
Revenue Enforcement Officer I 1lia /£
Total Taxpayer Case Load 790
Taxpayer Cases as of 03/09/8/ 781
Tax Collection Speciallsta 1,200
Revenue Enforcement Officer 600
Revenue Enforcement Officer Ills 173
T9««l.FfilllinJL.S8ee Load, 1.975
Pillints as of 03/09/8/ ,1.961

FY 88 nr 89 PY 90
Adds ¢ Adds. ¢ .Adds

2 1
-0-
-0-
4 2 4
-0- 1 -0-
1 1 -0-
-0- 1 -0-
1 3 -0-
3 3 4

Taxpayer Case Load Levels

240 240 120

120 -0- 240
ZQ -0- zo

«?0. _2_40 430_

ALULiuLgiH"9iUAyYi I

600 600 300
300 -0- 600
1/5 -0- 1/5
-1*07-1 400 1.0/5

Pat# 1 of 1

As of

Ql.oy.n

ol

76

1.080
600
210

1.890

2.200
1.500
525

4*725



5.tRt£InJIl.«8 19M

Total Positions 0?/01/87_

HJJ>*

Hire positions by 03/01/8B
and have esployeea fully
functional by 06/01/88

Positions Added in FT *88

FT R .

Hire positions by 01/01/89
and have employee fully
functional by 0a/01/89

Hire positions by 0a/01/89
and have employees fully
functional by 07/01/89

Positions Added in PY *89

tt_L2P tiL.v?rhl9?°% w?rr«ntf|

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

positions Added in rr. *?9,

CL-11L

Eval"iate potential needs
during the Pall of 1989
while preparing the PY *91
budget.

Total Pot!tlone Added
nm?n

nriL ram w g

ALASKA DEPARTMENT OP REVENUE
ENFORCEMENT DIVISION

As of March 13. 1987

Total JW
2 REO 1V 1 REO 1V
1 REO 111 1 REO 111
2 REO 11
4 TCS 11 3 TCS 11
1 AC 111 1 AC 111
2 CT Il 1 CT 111
12 7
1 REO 111
1 REO 11 1 REO 11
2 TCS 11
1 AC 111
5 1
1 REO 1V
TCS 11
1 AC 111
1 CT 111
5 -0-
1 REO 111
2 REO 11
1 TCS 11
4 -0-
it i
o S a

Page 1 of 1

- ANC1

REO 1V

Reo ii
TCS 11

CT 11l

REO 111

TCS 11
AC 111

[EnY

N

AWC2

REO 1V

TCS 11
AC 111
CT 11l

REO 111
REO 11
TCS 11
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fI*C*1 Mott Analysis
Incono fav Oraft 0111

G 2

4uusei 10f11

t. tabulations «ttll bt promulgated requiring monthly or Ovarterly '«port<ng of
tun withheld on wages.

2. Approtimalely 17,500 withholding reports and 275,000 annual individual income
ta* returns will need processing.

}.  Public Services Olvlitlon will provide tntlwldwal income tai assistance 10 both
businesses and individuals.

4. Public Services Olvltlon. in clot# association with tht Audit Olv«tion. wilt a
develop r*plO|M training for tht division and »«plor#r training for tht public.

Public itnnLai_Oe«faLigttHU

{0t OIAHIOIA DM el

I. ftvtnua Offict managar 3.29) 9 12 not. 19.5 Aga
Ooownont Processing Ctort lit  2.*4« 9 10 nos. :
Tf QoOmeM Processing Cltrs 11 2.221 9 >0 «os. .
1-  Oocwnont Processing CUn I 2.%40 9 <0 not.
2-  CuUrt fypist 11 9 %?ﬁ:
2-  Ooownont Processor 11 %% 9 :
I Oocwnont Processor Il 9 * not. 2.2
fotal Annual wages aM Oenefitt 195 250.)

fht Im«v« Offict ®»nagar's position will bt activated m July of >007 to ce-veto*
moloyre training for tht division and employer training for tht public on the
withholding requirements which will bagm in tht first Outrttr of <906. fht remaining
positions will ba actiaatad In September 1980 to allow for training of individual incono
ta* istuts, filing of individual income ta*ts will start .ruar; 1. t?M **4 bt

rtOuirti on Afrit 15. S989.

TQO tray#l
tnolovr framing

O (no<Orta to anchoragt. fe*»benas.

mono. «atacbwt. barrow. «adia».

*a«al Peninsula. S*tsa. (tumia*

btthfl. Petersburg. and wrargell 6,5 -4*

AFIBIf.iALrdHtb . IUrAl

ancharagt M fairb*n*» >0.9 20

hrittil lauin —_ Uufl—
fatal fra»tl <05 29
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STATE OF ALASKA 1987 LEGISLATIVE SESSION
FISCAL NOTE

REQUEST

Hevision Date: 3/13/87

Title: State Individual |Income Tax
Sponsor:

Requestor:

EXPENDITURES/REVENUES:

Bill Version:__ HBi5A
Publish Date:

Agency Affected:
BRU:

Revenue

Administrative Services

Components:

(Thousands of Dollars)

1 1FY 8 1FY 88
1 OPERATING 1 1

| PERSONAL SERVICES 1 | 529.0
| TRAVEL 1 | 10.0
| CONTRACTUAL 1 | 402.9
| SUPPLIES 1 i 5.5
| EQUIPMENT 1 | 163.2
| LANDS & STRUCTURES 1 1

| GRANTS, CLAIMS 1 1

1 MISCELLANEOUS 1 1

1 TOTAL OPERATING 1 | 1110.6
I CAPITAL 1 1
H REVENUE 1 1
FUNDING: (Thousands of Dollars)

| GENERAL FUND 1 i 1110.6
I FEDERAL FUNDS 1 i -

j OTHER 1 1 -

1 TOTAL 1 | 1110.6
POSITIONS:

I FULL-TIME 1 1 19

| PART-TIME 1 1 -

1 TEMPORARY 1 1 -
ANALYSIS: Attach a separate page if necessary
(Sea attached) f /v

Prepared By: Erv>t~av”~3nes ~

Division: Administrative Services
Approved by Commissioner:/N""/”
Agency: Revenue

Distribution
Legislative Finance
Legislative Sponsor
Requestor
Office of Management and Budget
impacted Agency(ies)
Senate Secretary

(by Agency preparing fiscal note):

—H.ﬂh

= —

1 FY 90

| 2265.6
1 -
1 -
| 2265.6

Phone:

Date:

Date:

page

1FY 91
1

| 1171.0
i 8.0
| 1068.6
| 18.0
| -0-

1 -
1 -
1 -
|

2265.6
1 ~
1 ~
| 2265.6
1 -

1 -
| 2265.6

465-2313
3/13/87

of

1FY 92

| 2265.6
1 -
1 -
| 2265.6

| 27
1 —_
| 27



Department of Revenue
Administrative Services Division
Fiscal Note Analysis
Individual Income Tax Bill

3/13/97

Assumpt 1ons:

1. The Administrative Services Division will be responsible for the following
functions relative to the Alaska Individual Income Tax Withholding System
and the Alaska Inoividual Income 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 remittances of tax due which is received with tax returns.

d) Design, program, test, document, and maintain the automated Alaska
Individual Income Tax Withholding System and Alaska Individual 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.

g) Acouire and maintain computer capacity to accommodate the two 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 employees depositing all individual income taxes
withheld 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 the withholding system and returns processing
system. The total chargeback is budgeted in Administrative Services.

4. The Permanent Fund Dividend program will stay intact through FY92, in its
current form.

5. The processing of Withholding and Individual Income Tax returns 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 Income 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

employees and equipment required by the department.



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
DOA's mainframe computer and will be programmed In command-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/programmer 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 all 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 not require filing by a person whose only
source of Income Is the Alaska Permanent fund Dividend. Thus, mos"t of
Alaska's children would not have to file. If this proves not to be .the
case, there 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 will be issued
on approximately 213,750 of the returns filed. In addition, approximately
25,000 individual letters will be prepared, mailed, and controlled in response
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 definitely impact the ability of the Administrative Services Division to
provide general administrative support services with the existingstaff.

The Administrative Services Division will require staffing as early as FY88 in
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 process the Withholding reports and returns. In FY89, additional staff
will be needed to support the Alaska Individual Income Tax Return Processing
System. The analysis below shows the estimated expenditures for FY88 - FY92.

FY88
1. Poslt lons :

A Data Processing:

1 PFT Analyst/Programmer V, R21,

(? $4,856/Ho including salary and

benefits for 12 months ' = $58,272
-2-



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

2 PFT Analyst/Programmer 111, R17,
0 $3,730/Mo each Including salary
and benefits for 6 months * 44,760

The above analyst programmer team will design, program, 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:
guarterly packets of:
* monthly deposit coupons
* gquarterly 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
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

% ok %

*



B. Document Processing:
1. Mall room

1 PFT Clerk 1V, R9, @ $2,343/Mo
including salary and benefits for
3 months - $7,029

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

* approximately 70,000 pieces of mail due to the Alaska Individual
income Tax Withholding System (17,500 employers times four quarterly

returns.
* handling, sorting and posting of additional outgoing/incoming mail as

follows:
approximately 7,000 missing information letters, billing
notices, and correspondence with employers.

2. Manual Review

1 PFT Tax Examiner 111, R14, @
$3,124/Mo including salary and
benefits for 5 months = $15,620

2 PFT Document Processor |, R7, @
$2,118/Mo including salary and
benefits for 3 mcnths = 12,708

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

* identify incomplete returns

* send out automatically generated missing information letters and

billing notices

3. Microfilming

1 PFT Document Processor |, 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 Withholding Tax returns filed.

4. Data Capture

2 PFT Data Processing Clerk I, RS,
@ $2,222/Mo including salary and
benefits for 3 months = $13,332
These positions will augment the existing Data Entry staff to data capture and

verify captured data of 100% of returns filed.



These positions will

for

Support Services

C. General Departmental

1 PFT Chief, Income Tax Operations,
R23, @ $5,558/Ho including salary
and benefits for 12 months =

1 PFT Personnel Assistant |l, R14,
0 $3,115/Mo including salary and
benefits for 12 months

1 PFT Clerk Typist 111, RS,
0 $2,222/Mo including salary
and benefits for 12 months -

1 PFT Supply Officer 11, R16
0 $3,515/Mo including salary
and benefits for 12 months =

I, RIO,
salary and

2 PFT Accounting Clerk
0 $2,468/Mc- including
benefits for 12 months

1 PFT Publications Specialist I,
R13, 0 $2,915/Mo including
salary and benefits for 12 months
augment the existing general
the additional programs and

* Personnel:

$66,696

37,380

26,664

43,180

59,232

34,9810

administration support staff

related 100+ new employees.

classification of postions and respond to reclassification

requests

maintain payroll and leave records

process registers, and arrange interviews

handle grievances, information requests, typing tests, etc.
* Fiscal:

increase in travel requests

general distributions

handling increase in cancelled warrants
* Supply and purchasing:

Increase in 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:
general supervision and management of major additional line
program in division, in addition to:
* permanent fund dividend program
* shared taxes
* administrative servicesto the department
TOTAL PERSONAL SERVICES $529.0
Other Expenditures:
a) Travel:
on-site review of selected tax return
processing systems in other states $4.0
training for analyst/programmers in
command level CICS and Wang VS Cobol. $6.0
TOTAL TRAVEL $10.0
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. Hicrofilmer, 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
8. chargeback for computer time
from DOA 91,600
Wang/IBM development package
(NETRON-CAP) with maintenance 123,500
10. Wang/IBM remote access software
with maintenance 5,240
11. wang Disk Pack cleaning 700
12. IBM Control Unit maintenance 600



13. WangVS-100 1.0.P. maintenance 360

14. WangVS-100 Memory maintenance 720
15. WangVS-100 Disk Drive maintenance 2,256
16. DOR's additional office space
requirements 102.354
TOTAL CONTRACTUAL $402.9

c) Supplles:
Computer, microfilming, duplicating, general consumption $5.5

d) Equipment:

1) Kodak film cabinet $1,025
2) Kodak film carrousel 225
3) Wang VS-100 I0OP (2) 7,200
4) Wang VS-100 Memory (6 MB) 32,400
5) Wang VS-100 disk drive (628 MB) 27,000
6) Wang Disk Packs (8) 4,800
7) IBM Control Unit 8,000
8) Additional systems furniture 72,827
9) Operational seating 4,750
10) File cabinets, calculators, etc. 5.000
TOTAL Equipment $163.2
TOTAL EXPENDITURES $1.110.6

3.  Funding - General funds

4. Section Cost Analysis - NA

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



%

Fv89
1. Poriti
A Data Processing:
1 PFT Analyst/Programmer V, R21,

0 $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 111, R17,
0 $3,730/Mo each Including salary
and benefits for 12 months =89,520
The above analyst programmer team will design, program, 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
generation of automated billings for deficiencies, penalty and

Interest with appeal rights



* interface with accounts receivable system (A/R)
* interface with AITWHS to verify claimed withholding
* history file
A possibility of multi-year file for easy access to Information on
prior year activity, etc.
A check writing for refunds
* management reporting data
B. Document Processing:
1. Hallroom
1 PFT Clerk 1V, 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 mailroom staff to perform the task

of handling, opening, sorting, and distributing an additional:

*

*

*

approximately 275,000 Individuallncome taxreturns filed per year.

approximately 70,000 pieces ofmall due tothelndividual Income Tax

Withholding System.

posting, handling and sorting of additional outgoing mail as follows:
approximately 7,000 missing information letters, billing
notices, etc.

2. Validation
1 PFT Data Processing Clerk I,

R8, @ $2,222/Mo including
salary and benefits for 6 months = $13,332

This position will manually validate all the Alaska Withholding and Individual
Income Tax Returns accompanied with a payment.

* % o %

separate checks and returns
validate checks and returns
forward checks to Treasury
forward returns to microfilming

3. Manual Review
1 PFT Tax Examiner 111, R14, @

$3,124/Mo including salary and
benefits for 12 months = $37,488



2 PFT Document Processor |, R7, @
$2,118/Mo each Including salary and

benefits for 12 months = 50,832

4 PFT Document Processor I, R7, O

$2,118/Mo each including salary

and benefits for 6 months - 50,832

20 TEMP Document Processor |, R7, O

$1,569/Mo each Including salary and

benefits for 6 months - 188,280
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

identify returns for desk examination

4. Microfilming

1 PFT Document Processor I, R7 O

$2,118/Mo including salary and

benefits for 6 months = $12,708
This position will augment the existing microfilm staff to microfilm, assign
document locator numbers, and date stamp 100% of Withholding and Individual

Income Tax returns filed.

5. Data Capture

1 PFT Data Processing Clerk 111, RII

0 $2,613/Mo including salary and

benefits for 6 months > $15,678

2 PFT Data Processing Clerk 1, RS,

0 $2,222/Mo each including salary

and benefits for 12 months - 53,328

1 PFT Data Processing Clerk I, R8

0 $2,222/Mo including salary and

benefits for 6 months = 13,332

7 TEMP Data Processing Clerk I,

R8 0 $1,657/Mo each Including

salary and benefits' for 6 months = 69,594
These positions will augment the existing Data Capturing staff
and verify captured data of 100% of Withholding and Individual
returns filed.

C. General Departmental Support Services

1 PFT Chief, Income Tax Operations,
R23, 0 $5,558/Mo including salary
and benefits for 12 months = $66,696

to data capture
Income Tax



1 PFT Personnel Assistant |1, R14,
0 $3,115/Mo Including salary and

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

0 $2,773/Mo including salary and

benefits for 12 months 33,270
2 PFT Accounting Clerk 111, RIO,

0 $2,468/Mo each including salary

and benefits for 12 months ? 59,232
1 PFT Clerk Typist IIl, R8, 0

$2,222/Mo including salary and

benefits for 12 months 26,664

1 PFT Publications Specialist I,
R13, 0 $2,915/Mo including salary

and benefits for 12 months 34,980
1 PFT Supply Officer 11, R16,
0 $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 100e- new employees.

Personnel:
classification of postions and respond to reclassification
requests
maintain payroll and leave records
process registers, and arrange interviews
handle grievances.information requests, typing tests, etc.

Fiscal:
Increase in travel requests
general distributions
handling increase in cancelled warrants

Supply and purchasing:
increase in 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 PFO 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, in addition to:
* permanent fund dividend program

* shared taxes

* administrative servicesto the department

TOTAL PERSONAL SERVICES

Other Expenditures:

a)

Travel:

training, increased EEO travel, data
processing coordination

b)

g b~ wWwN -

8.
9.

10.

11.
12.

13.

14.
15.
16.
17.
18.
19.
20.

Contractual:

11 Wang 4250 workstations

11 Wang emulator boards

9 Wang 4230 workstations

1 Wang DWS 55 printer

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

Postage - booklets, letters,
WH forms, etc.

2 Kodak Microfllmers with
maintenance
2 Kodak Reader/Printers

IBM Copier with maintenance

20 phones, centrex costs, local
and long distance

Risk management

Pitney Bowes 6500 System with
maintenance

Chargeback for computer time
from DOA

Wang Disk Pack cleaning

IBM Control Unit maintenance
Wang VS-1001.0.P maintenance
Wang VS-100 Memory maintenance
Wang VS-100 Disk Drive maintenance
Wang/IBM remote access maintenance
Wang/IBM development package
(NCTRON-CAP) with maintenance

-12-

$1,097.1

$8.0

$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



21. .2 Borroughs EP 301 with
maintenance
22. DOR"s additional office space

requirements
TOTAL CONTRACTUAL

c) Supplles:

Computer, microfilm, duplicating,
general consumption

d) Equipment:
Kodak film carrousel

Additional systems furniture
Operational seating

EENNGO RN SR

TOTAL Equipment
TOTAL EXPENDITURES
Funding - General funds

Section Cost Analysis - N/A

Computations - N/A

Economic Impact - N/A

Impact on Local Government - N/A

File cabinets, calculators, etc.

-13-

3,000

204.708

$ 225
137,988
9,000
11.000

$1,028.1

$18.0

$158.2

$2.309.4



FY90 - FY92
1. Posltlons:
A Oata 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,

8 $4,281/Mo each Including salary

and benefits for 12 months =102,744
1 PFT Analyst/Programmer 111, R17,

@ $3,730/Mo each Including salary

and benefits for 12 months =44,760

The above analyst programmer team will design, program, 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

Alaska Individual

Online system comparable to the federal
reconciliation.

quarterly returns, and an annual

Direct deposit system at a "lock-box"

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

penalty and

provide for a minimum of the following:

Income Tax Withholding System

system with monthly deposits,

bank by employers.

interest

Interface with accounts receivable system and Alaska Individual
Income Tax Return Processing System.
Alaska Individual 1Income Tax Return Processing System
* document locator number systenm
* return data capture
* online systems
access/inqulry
address changes
status change systenm
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,

Interest with appeal rights

-14-

penalty and



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. Hallroom

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

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

These positions will augment the existing mailroom staff to perform the task
of handling, opening, sorting, and distributing an additional:

* approximately 275,000 Individual Income tax returns filed per year.
* approximately 70,000 pieces of mail due to the Individual Income Tax
Withholding System.
* posting, handling and sorting of additional outgoing mall as follows:
approximately 7,000 missing information letters, billing
notices, etc.

2. Validation

1 PFT Data Processing Clerk 1,

@ $2,222/Mo Including salary

and benefits for 12 months = $26,664

This position will manually validate all the Alaska Withholding and Individual
Income Tax Returns accompanied with a payment.

* separate checks and returns

* validate checks and returns

* forward checks to Treasury

* forward returns to microfilming

3. Manual Review

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



»

6 PFT Document Processor I, R7, O
$2,118/Ho each Including salary and

benefits for 12 months - 152,496

20 TEMP Document Processor I, R7, O
$1,569/Ho each Including salary and
benefits for 6 months - 188,280

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
identify returns for desk examination

4. Microfilming
1 PFT Document Processor I, R7 @

$2,118/Ho including salary and
benefits for 12 months

$25,416

This position will augment the existing microfilm staff to microfilm, assign
document locator numbers, and date stamp 100% of Withholding and Individual
Income Tax returns filed.
*
5. Data Capture

1 PFT Data Processing Clerk 111, RI
0 $2,613/Mo including salary and
benefits fur 12 months - $31,356

3 PFT Data Processing Clerk 1, RS,
0 $2,222/Mo each including salary

and benefits for 12 months = 79,992
7 TEMP Data Processing Clerk 1,

R8 0 $1,657/Mo each including

salary and benefits for 6 months = 69,594

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 months > $66,696

1 PFT Personnel Assistant 11, R14,
0 $3,115/Mo Including salary and

benefits for 12 months > 37,380
1 PFT Personnel Assistant |, R12,
0 $2,773/Mo Including salary and
benefits for 12 months - 33,270

-16 -



These positions will augment, the existing general administration support staff

2 PFT Accounting Clerk 111, RIO,

0 $2,

468/Mo each Including salary

and benefits for 12 months - 59,232

1 PFT Clerk Typist IIl, R8, 0
$2,222/Mo including salary and
benefits for 12 months > 26,664

1 PFT Publications Specialist 1,

R13,

0 $2,915/Mo including salary

and benefits for 12 months = 34,980

1 PFT Supply Officer 11, R16,

0 $3,

515/Mo including salary and

benefits for 12 months > 42,180

for the additional programs and related 100+- new employees.

*

*

*

Personnel:

classification of postions and respond to reclassification
requests

maintain payroll and leave records

process registers, and arrange interviews

handle grievances, information requests, typing tests, etc.

Fiscal:

increase in travel requests
general distributions
handling increase in cancelled warrants

Supply and purchasing:

Forms

increase in 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.

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 lette:

* denial forms

* check stock (refunds)



ro

General:

general supervision and management of major additional [line
program in division, in addition to:
* permanent fund dividend program

shared taxes

* administratlve services to the department

TOTAL PERSONAL SERVICES
Other Expenditures:
a) Travel:

training, increased EEO travel, data
processing coordination

b) Contractual:

11 Wang 4250 workstations

11 Wang emulator boards

9 Wang 4230 workstations

1 Wang DWS 55 printer

Printing - tax booklets, "L"

letters, W/H forms, check stock,

envelopes, etc.

6. Postage - booklets, letters,
W/H forms, etc.

7. 2 Kodak Mic.rof1Imers with
ma intenance

8. 2 Kodak Reader/Printers

9. IBM Copier with maintenance

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

11. Risk management

12. Pitney Bowes 6500 system with
maintenance

13. Chargeback for computer time
from 00A

14. Wang Disk Pack cleaning

15. IBM Control Unit maintenance

16. Wang VS-100 I1.0.P maintenance

17. Wang VS-100 Memory maintenance

18. Wang VS-100 Disk Drive maintenance

19. Wang/IBM development package
(NETRON-CAP) with maintenance

20. Wang/IBM remote access maintenance

21. 2 Borroughs EP 301 with
maintenance

22. DOR"s additional office space

requirements

g~ W DN

TOTAL CONTRACTUAL

-18-

$66,792
8,855
48,600
3,636

186,000
80,475
30,336
13,704

10,308

26,960
600

7,284

357,500
700

600

360

720
2,256

15,000
240

3,000

204.708

$1,171 .0

$8.0

$1,068.6



c) Supplles:

Computer, microfilm, duplicating,
general consumption

d) Equipment: None.
TOTAL EXPENDITURES
T. Funding - General funds
4. Section Cost Analysis - N/A
Computations - N/A
Economic Impact - N/A

Impact on Local Government - N/A
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Continuation of Fiscal Note/Bill Analysis
Individual Income Tax

Assumptions:

1. 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.

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

1. Posi tions

Rgs63rch
1 PFT Economist IlI, 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, program development and
coordination of research on the individual income tax. These duties
include forecasting economic conditions and tax revenues. Other duties
will 1include 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 1in 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 in-state per year for
coordination, public information, testimony $1.5

b. Contractual
1. Economic Consulting during model development

15 days at 5750/day 11.3*
2. Phone, centrex, local and long

distance charges .6
3. Chargeback for computer time from DOA 28.0

c. Supplies
Duplication, general consumption, mailing v
Books, technical journals 2
1

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

30mb Hard Disk 6.5*

2. Desk: Calculator .3*
Total Expenditure First Year $103.7
Total Expenditure Subsequent Years $85.6

3. Funding - General Funds
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DEPARTVENT OF REVENULE
TREASLRY 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 the Department of
Revenue's system for the tax payments on a consolidated basis.

COSTS:
Personal Services FY 1988
Accounting Technician | $2,718 X 12 mo 19.0%
Accounting Clerk Il $2,310 X 6 mo 13.8
Lockbox contract 44.6
TOTAL $77.4

* 7 months in FT 1988

DEVELOPMENT TIME:

Technical Analysis of the required system 4 months
Lockbox Contract 3 months
In-house training of depository procedures 2 weeks
In-house traning of accounting procedures 2 weeks

FY 1989
32.6
13.8
89.1

$135.5

Completion
D ate

10/87
12/87
«

12/87

12/87

1-ivZ



vtl/

TSISB LEGISLATURE

IUDCITMD AM | COHUITLTU

MEMORANDUWM
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POUCH \VFSTATE'CAPTTDL
JUNEAU. ALASKA 90atl
PHCNE: 19071 AFS&9S

DATE: A pril 21, 1987
TO: Rep. Al Adams, Chairman

Louann Cutler, Professional A ssistant

House Finance Committee

rt

FROM: Cameron Kashani, Revenue Analyst

Legislative Finance Division
SUBJ: Fiscal Note for HB 154
At your request, | 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 FY88 implemen-
tation. costs of the Individual Income Tax, since any future expectation
would reflect speculation rather than having any logical foundation.
Therefore, | 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, | took the liberty of
speaking with various authorities of the Department of Revenue, the
N ational Conference of State Legislatures, The National Association of
Tax Administrators, the Department of Administration, and the D ata

Processing Coordinator of the State

According to the N ational Association

of Tax Administrators,

of North Dakotai

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
PFT 27 17 12
OTHER 7 10 0

31-01H



It should be noted that the Governor's Proposed Individual Income Tax

calls

for a flat rate which is closely akin to the Federal Tax Law.

Therefore, the need for extensive auditing and, to some extent, enforce-

ment

would be considerably reduced.

The attached fiscal note prepared by the Legislative Finance Division

diffe

rs from the Department's fiscal note dated 3/13/37. The following

changes are noteworthy:

-2v 3

L-71

Audit

a) Reclassify 1PFT Revenue Awuditor IV to Revenue Auditor [I11
b) Reclassify 1PFT Clerk IV to Clerk I11

c) Delete 1 PFT Clerk Typist |1

d) Reduce funding for contractual and equipment

Enforcement

The main difference between DOR's fiscal note and the one prepared
by Legislative Finance Division is the forwarding of the hiring
time which would eliminate the need for any enforcement activities
till FY89. Assuming a filing deadline of April 15, 1988 with 60
days appeal period, any enforcement and collection effort during
FY88 would seemunnecessary and could be postponed to the following
year. M oreover, the existing manpower within the Division of
Enforcement deems to suffice any temporary need.

Administrative Services

a) Delete 1 PFTChief Income Tax O perations

b) Delete 1 PFTPublication Specialist |

c) Delete 1 PFTAccounting Clerk I11

d) Reclassify 1PFT Personnel A ssistant Il from PFT to PPT

e) Reclassify 1PFT Supply O fficer Il from PFT to PPT

f) Reduce funding for contractual, supplies, and equipment to
reflect the cost associated with the deleted positions.

I had asked Jan Daniel of the Department of Administration's Data
Processing Section to speak with the authorities in the States of
North Dakota and Vermont in order to obtain a more realistic
scenario with respect to design, development and implementation of
ci computer system for the State Individual Income Tax. Enclosed is
ci copy of his memorandum regarding this subject.

There may be some problems with respect to finding qualified
programmers who can accomplish the aforementioned tasks in a timely
fashion. The Legislature may want to give the Department the
authority and the freedom to hire qualified programmers who can
meet the qualification criteria set forth by the Department.
However, after the initial setup, the need for maintenance of the
system would be less than what's indicated in the Department's
fiscal note.



On the technical side of the issue, the Department is proposing to
use Wang computer systems. This could be interpreted as user
preference and would seem more appropriate if other systems are
also taken into consideration. No doubt, further research s
required prior to implementation which could alter the existing
scenario.

Commissioner's O ffice

a) Delete the Economist Il position and its corresponding
expenditure in all other line items.

It seems that the existing resource within the Research Section on
the Commissioner's O ffice and the Governor's O ffice would provide
adequate support with respect to tax issues.

Public Services

a) Reduce the funding for 1 PFT Revenue O ffice Manager from 12
months to six months.-

In brief, it would be more feasible if all the functions were consol-

idated into one single component called Individual Income Tax Division.
One should bear in mind the problems that the Legislature has had with
.the PFD functions especially when determining PFD positions and their

corresponding expenditures. Further, close monitoring of the implemen-
tation process by the State Legislature would be recommended.

(enclosure)
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MEMORANDUM. State of Alask

\v
TO: cameron Kashani date: April
Revenue Analyst
Legislative Finance fileno:
TELEPHONE NO: 465" 222fl
From: Jan Danielsi, Dite@Gt@Xjj " subject. Income tax

Data Network Services processing

Department of Administration

d

I have investigated the fiscal note filed by the Department of Revenue
dealing with the processing requirements of a state personal income tax..
In order to understand the requirements of an income tax system 1 con~
tacted two states which are currently processing this type of work. The
information is as follows:
1. State of Vermont.

a. Contact: Robert Barnet 802-828-2300.

b. jf of returns: 340,000

C. Current year only- no amended.

d. System developed in 1371-

e. Cost of development in 1971: $125,000.

f. Time of development: 18 months.

g. If of programmers during development: 5*

h. If of maintenance programmers: 3«

i. If of data entry personnel: 5 permanent + 7 temporary,

j- DP cost for running system: $80,000 year appx.

k. Type of system: Batch.
1. State of North Dakota.

a. Contact: Don Johnson 701-224-2048.

b. if of returns: 300,000.

C. Prior year processing - amended.

d. System developed in 1986.

e. Cost of development: Not known.

f. Time of development: 7 months.

g. If of programmers during development: 7.

h. # of maintenance programmers: 3-

i If of data entry personnel: 6 permanent + 12 temporary,

j- Employer information matching provided.

k. DP cost for running system: $120,000.

1. Type of system. Online, Adabas, Natural.
The DP portion of the fiscal note appears to be well within the bounds
of what other states have found to be true operational costs for income,
tax systems. The use of the Wang for data entry appears to make a great
deal of sense in th3t the data entry system is available during the times
Revenue needs to schedule it for peaks and they have demonstated the ef-

fectiveness of this process in the Permanent Fund dividend system.
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STATE OF ALASKA 1987 LEGISLATIVE SESSION
FISCAL NOTE

REQUEST:

Revision D ate:
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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. A dditional
staff must be hired and fully trained to accomplish the

following:

1. Ccnpliance. This function will be acconplished by utilizing
both ta x examiner and auditor staff. Tax examiners, more
typically, w ill handle desk review and less complex issues.
Auditors will complete field audits and deal w ith 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 field 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 w ill 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 inccme  tax laws and filing requirements will be
accomplished through seminars conducted in various locations
throughout the state and by training staff members dealing w ith
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
programs are as follows:

Personal Services - PY 88

1 PET Revenue Auditor 111, R18, @ $4,016/Mo
including salary and benefits for 9 months

1 PET Tax Examiner II1l, R14, @ *3,115/Mo
including salary and benefits for 9 months

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

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

1 PET Clerk 111, RS8, @$2,222/Mo
including salary and benefits for 9 months

1 PET Clerk Typist Il1l, R8, @ 2,222/Mo
including salary and benefits for 9 months

Travel - EY 88

Division

36.1

28.0

24.1

22.2

20.0

150.4

This figure reflects a one time travel cost for employer training

to be conducted in various locations throughout the
conjunction with Public Services Division.

Contractual - EY 88

Wang terminals & software

Supplies - EY 88

Equipment - EY 88

M icrofilm, printer, desks, chairs, etc.

Total Expenditures

State in

34.5

15.0

210.9
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Administrative Services
Fiscal Note Analysis

1. The Adminstrative Services Division will be responsible for the
following functions relative to the Alaska Individual Inccme Ttex
W ithholding system and the Alaska Individual Income 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 Inccme Tax W ithholding system and Alaska
Individual Inccme Tax Processing system.

e) Process and account for all individual inccme tax refunds to
individuals. ' <

f) Establish an automated. billing subsystem for routine tax

deficiencies, penalty and interest.
g) Acquire and maintain ccmputer capacity to accomodate the two
systems and the access required by the department's users.

2. The Department of Revenue w ill contract with a bank to provide
a "lock-box" function, with employees depositing all individual
inccme taxes on a monthly basis.

3. The Department of Administration's data processing chargeback

system w ill 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 w ill 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 Inccme Tax W ithholding 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 employees and equipment required by the department.
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9. After reviewing the fiscal analyses of all divisions, an estim ate
of the additional computer resources needed has been made. This
cost assumes:

a) The withholding and inc.me tax processing systems will reside on
DOA's mainframe computer and w ill be programed in cocrmand-level CICS.

b) To gain the tremendous advantages in programming development offered
by the Wang VS, Revenue w ill purchase a software package which
allows an analyst/programmer to write programs on the Wang VS and

have them translated to carmand 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 all
persons receiving a permanent fund dividend to file an Alaska
Individual Inccme Tax Return. However, for purposes of this
fiscal analysis, ip is assumed that the final version would not
require filing : by a person whose only source of inccme 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, there
will be an incremental cost of processing the additional 180,0CO

tax returns.

Program Sunmary:

The Alaska Individual Inccme Tax w ill require the creation of two
major processing systems:

1) Alaska Individual Income Tax W ithholding System.
2) Alaska Individual Inccme Tax Return Processing System.

In addition to designing, programming and maintaining the two
above mentioned automated systems, the Administrative Service's
Division will process, review, microfilm, and data capture
approxim ately 70,000 withholding forms and 275,000 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, m ailed, and controlled in respone to persons who file
incom plete tax returns or whose tax returns result in a

m athem atical 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

adm inistrative support services with the existing staff.

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



Personal Services - FY 88

1 PFT Analyst/Programmer V, R21, @ $4,056/to
including salary and benefit for 12 mcnths 58,3

2 PPT Analyst/Programmer IV, R19, @ $4,281/Mo

including salary and benefits for 12 months 102."/
2 PFT Analyst/Programmer |11, R17, @ $3,730/to
including salary and benefits for 6 months 44,8

1 PFT Clerk 1V, R9, @ $2,343/Mo

including salary and benefits for 3 months 7-0

1 PFT Tax Examiner 111, R14, @ $3,115/Mo

including salary and benefits for5 months 15,6

3 PFT Document Processor |, R7, @$%$2,118/to

including salary and benefits for3 months 19.1

2 PFT Data Processing Clerk I, R8, @$2,222/to

including salary and benefits for 3 months 13.3

1 PPT Personnel A ssistant |1, R14, @ $1,557/to

including salary and benefits for 12 months 18.7

1 PPT Supply O fficer 11, R16, @ $1,757/Mo

eincluding salary and benefits for 12 months 21.1

1 PFT Clerk TYpis* 11l, RS, @%$2,222/to

including salary and benefits for 12 months 26.7

1 PET Accounting Clerk IIl, RIO, @ $2,468/Mo

including salary and benefits forl2 mcnths 29.6
Total expenditures 356.9

The analyst programmer team w ill 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. Al other postions will provide support

in the following areas:

a) Mailrocm

b) Microfilming

c) Manual review of the tax returns

d) Data capture

e) Personnel, fiscal, supply and purchasing



Travel - FY 88 1G.C)

On-site review of selcted tax return processing systems in c/ftcur
states and training for analyst/programmer in command levrJi .CTCS
and Wang VS Cobol.

Contractual - EY 88

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

for 2 months 1.8
4. M icrfilmer, with maintenance,

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

and long distance 5.4
6. Printing: W ithholding Returns,

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

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

w ith maintenance 5.2
11. Wang Disk Pack cleaning
12. IBM Control Unit Maintenance
13. Wang VS-100 1.0 .P., Memory, Disk
14. Drive maintenanc 3.3
15. DOR's additional office space

requirement 80.8

Total Contractual 394Ui
Supplies - FY 88 4..4

Equipment - EY 88

1. Kodak film cabinet and carresoul 1.2
2. Wang VS-100 10P (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 IEM Control Unit 12.8
6. A dditional systems furniture 61.3
7. O perational seating 4.7
8. File cabinets, calculators, etc. 5.0

Total Equipment

Total Expenditures 907.0
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Public Services
Fiscal Note Analysis

Assumptions:
1. Regulations will be promulgated requiring monthly or quarterly
reporting of taxes withheld on vages.

2. Approximately 17,500 withholding reports and 275,000 annual
individual inccme tax returns w ill need processing.

3. Public Services Division will provide individual inccme 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
enployer training for the public.

Personal Services - FY 88

1 PPT Revenue O ffice Manager, R15, @ 1646/Mo

including salary and benefits for 12 months 19.7
Travel - EY 83

Employee training in conjunction with Audit

Division and adm inistrative travel ' 16.5

Contractual - FY 88

1. Advertising campaign, withholding

requirements, inccme tax filing 45.0
2. Postage 30.0
3. Printing 5.0
4. Telephone charges 15.0
5. M essenger Services 2.0
6. Computer terminal mainterlace .5
7. Publications .5
Total Contractual 98.0
Supplies - FY 88 5
Equipment - FY 88 5.0

Total Expenditures
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Division of Treasury
Fiscal Note Analysis

Assumptions:
1. Cash Management Section vail develop the RFP and the contiact

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 - FY 88

1 PFT Accounting Tech I, R12, @ $2718/Mo

including salary and benefits for 7 months 19.0

1 PPT Accounting Clerk Il, R9, @ $2310/Mo

including salary and benefits for 6 months 13.8
Total Personal Services 32.8

Contractual - FY 88

Lockbox contract 44 .6

Total Expenditures 77.4



INCOME TAX PROJECT REPORT
FEBRUARY 4. 1987

1. OVERVIEW

A taxing system can be devised to achieve whatever revenue goals one may
specify. Reasoned answers by the policy makers to the main Issues addressed
In this report which take Into consideration those goals and policy which
forms the foundation for each of the answers will result 1n the Ildentification
of the appropriate tax system for the state.

A broad based tax system Is the foundation underscoring all alternatives
1n the reimposition of the Alaska Individual Income tax. A discussion of a
number of the Issues and observations |Is presented In this report. For
comparison purposes, four alternatives are discussed. Alternative One Is the
Alaska structure 1n effect prior to repeal effective In 1979 which Includes
the 86 tax law changes. Alternative Two mirrors Alternative One with the
exception of a two rate tax bracket. Alternative Three is a flat tax.
Alternatlve Four 1s termed a working draft which incorporates certain aspects
of the other three alternatives. Each Is more thoroughly described in Section
I1l1. Each alternative has been designed to generate approximately $250
million 1n revenue.

Il. INTRODUCTION

Designing the various tax structures to raise the same amount of revenue
highlights the crucial Issues. Each of the elements of a tax structure can be
tailored to affect different taxpayers differently (or to try and affect them
identically). The alternative tax structures we present will each be analyzed
briefly on a number of general Issues Including how they affect taxpayer
groups and how politically palatable they might be.

In general, the conceptual 1issues which should be considered with respect
to measures designed to Increase revenues are as follows.

A. Economic Efficiency

Individuals and businesses are making adjustments in light of the new
federal tax and 1t Is difficult to determine what additional adjustments would
occur In response to a state income tax. One could possibly argue that this
would be a good time to Impose a state tax. Individuals and businesses are in
the process of adjusting to new federal rules and could more readily modify
their decisions than would be the case 1f the state waits several years to
relmpose a tax.

Proponents argue that because a flat tax such as alternative 3 I"w-i mm
marginal rates, this reduces the incentive to alter decisions based "« lox
considerations. Personal, business and investment decisions would be
primarily based on economic as opposed to tax considerations. In addition,
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the lower rates reduce the payoffs to time spent trying to avoid or In some
cases evade taxes.

b. income.Elasticity

The Income elasticity of Individual Income tax revenues, given progressive
rates as in alternative 1, Is greater than one which Is to say a given
percentage change In Income will produce a larger percentage change In tax
revenues. Thus, during periods of Income growth, Individual Income tax
revenues will Increase more than In proportion to the growth and, during
periods of Income decline, they will fall more than In proportion to the
decline. This makes the Individual Income tax relatively unstable 1n terms of

yield.

The limited number of brackets of alternative 2 would probably cause
this type of tax to be less revenue elastic than the first case. Under a
system with narrower brackets and more numerous rates real or Inflation driven
Increases 1n Income can easily push returns Into higher brackets with larger
marginal rates. Conversely, with rates that apply to broader Income ranges,
bracket creep, while still present, would be less of a phenomenon.

Michigan, one state with a flat rate, no deduction tax such as
alternative 3, has found that tax revenues have tended to grow more than 1n
proportion to the growth of Income because of the fixed dollar value of
exemptions In that state. This responsiveness was found to decrease over time
as Income rose relative to the value of exemptions. Because the exemption Is
Indexed In this presentation, this source of elasticity 1s probably not a
factor.

C. Equity 1

In terms of equity the Individual Income tax Is generally considered the
"fairest" tax. The burden or incidence of the tax falls primarily on the
Individual taxpayer and there 1s less opportunity for shift of Incidence
compared with the corporate Income or business type taxes.

1. Progresslvlty of the Tax Base-
DIstrlbutlon of Income Inclusions, Exclusions and Deductions

The Individual |Income tax is based on source of income. As such, the
distribution of Income among households Is very Important 1n determining the
vertical distribution of the tax Incidence. Inclusion of various types of
Income 1in the tax base 1s Important.

Special treatment or exclusions applied to some sources of inrnmo ,-ue
going to affect households at different points on the Income distribution,
differently. For example, capital gains, until recent tax reform, had special
treatment. A portion of net capital gains could be excluded from income for
tax purposes. Capital gains and Investment income (such as corporate
dividends and Interest) are not major sources of Income for lower Income
households. The complete Inclusion In the tax base of these Income sources

1 see exhibit A
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affects higher income households to a much greater degree than lower Income
households. Another issue discussed later is whether or not to make the PFD
taxable.

The distribution of Income exclusions and deductions differs among
households also. Special exclusions and deductions will alter the
distribution of the tax burden depending on which Income sources or
expenditure items are given favorable tax treatment. In some cases, special
deductions have been given because they affect ability to pay taxes, eg. large

medical expenses.

Changes in tax laws have Implications for horizontal equity in that
individuals make commitments based on existing tax laws which are difficult or
impossible to reverse. When the law changes this can reduce welfare. An
example 1is the reduced deduction for personal Interest expenses under the new
federal law. Persons who entered Installment purchase agreements prior to the
change are going to be adversely affected.

2. Progressivitv of the Tax Rates 1

Given the progressive rate schedule of alternative 1, the tax burden is
based on the "ability to pay" principle of taxation and the nominal incidence
1s progressive. That 1is, as Income level of the taxpayer Increases, the
nominal tax rate also increases. It should be noted though that state income
taxes are deductible when computing taxable Income for federal |Income tax
purposes if the Individual itemizes deductions. This has the effect of
reducing the burden on Individuals with higher Incomes who are subject to
higher marginal rates at the federal level and are also more likely to be 1in a
position to Itemize. The effect Is to reduce the progressivity of the tax
burden at the state level. This effect will be reduced, however, in light of
recent scheduled Income tax rate reductions enacted at the federal level.

One possible disadvantage of a limited bracket structure such as
alternative 2 Is that those at the lower end of each bracket are taxed at the
same nominal rate as those at the upper end. The tax 1is still progressive in
nature across brackets. It Is progressive to a lesser extent within brackets
given that the personal exemption excludes a larger proportion of the lower
Income from the tax.

The key to vertical equity or adherence to ability to pay principles |In
alternative 3, the flat rate tax, 1is the size of the personal exemption. The
exemption combined with the flat rate determine the progressivity of the
systenm.

In general this type of tax takes the view that income from all "onr< »m
is equivalent in defining the tax base. Problems of equity arise when ceii”in
Income flows are excluded from the tax base or are taxed at preferential
rates. In Michigan, for Instance, there is no subtraction of itemized or
standardized deductions. There is however some allowance for tax credits
which represents a deviation from this ideal.

1 see exhibit A
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The main concerns with a fiat rate tax Involve its incidence. It may
distribute burdens from upper to middle income taxpayers.

D. Intergovernmental Effects

All state Income taxes are deductible from Federal Income. This causes
a leakage of tax from the federal government to the State. Alternatives 1 - 3
show that for every dollar of Alaska tax paid, the taxpayer effectively pays
only 780 - 800 while the Federal government leaks 220 - 200 of It back to the

State.

On the other hand, the deductibility of property taxes In alternatives 1
and 2 (generally levied at the local government level), erodes the tax base of
the State. The estimated leakage of tax from the State to local government
estimated under these alternatives is $6 to $7.5 million.

Since there are no deductions from alternative 3, the flat rate tax,
leakage of tax from the State to local government under this alternative is
zero. It has been argued that it undermines the ability of local government
to levy taxes when they are not deductible from the taxes of higher level

governments.
E. Inflation Effects

Inflation adjustments are present in the exemption, deduction and income
limit amounts of all these tax alternative; however, the lack of inflation
adjustment to the tax brackets in the rate structure will necessarily lead to
bracket creep. What this means 1in practical terms, is that taxpayers may be
no better off in any real sense (their Income, after adjustment for inflation,
is no greater) but may have to pay greater portions in tax. This can be
mitigated with inflation indexed tax brackets.

The wider brackets of alternative 2 make bracket creep less likely, but
without indexing of any amounts expressed In dollar terms, Inflation remains a

concern.

Inflation adjustment 1s present in the exemption amount of alternative
3. Because the exemption 1is indexed, this alternative is less distorted by
inflation than the previous cases.

I11.  TAX MODEL ALTERNATIVES

A. ALTERNATIVE ONE: ADJUSTED 1978 ALASKA RATE STRUCTURE/ FFnrPAl TA*
BASE

This alternative attempts to reinstate, largely, the tax structure
effective i'n Alaska before it was repealed. That structure had its own set of
progressive tax rates grouped by filing status, and was piggybacked to the
federal law for most of its tax base elements.
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1. Tax Base - New Federal Law adopted
2. Income Inclusions and Exclusions

Included as total Income are wages, salaries, tips, Interest Income,
dividends, Income tax refunds, alimony received, business Income, capital
gains, pensions, IRA and annuity distributions, rents, royalties, partnership,
estates, trusts, farm Income, unemployment Insurance (which we are unable to
Include In our model), social security benefits and other Income. The new
Federal 1law eliminates the SI100 - $200 exclusion of dividend Income and treats
the full amount of capital gain as ordinary Income. The Alaska Permanent Fund
Dividend Is Included as Income.

New restrictions are now Included In the Federal law which define
passive and active participation 1n ventures and set limits for higher Income
taxpayers on offsetting losses of any kind. Passive losses cannot be used to
offset other Income except for $25,000 1n participatory rental losses.

3. Income Adjustments

Under the new Federal law, only the Keogh plan contributions, savings
withdrawal penalties and alimony paid adjustments from Income remain.
Eliminated 1s the Two Earner adjustment; while the IRA adjustment 1s phased
out at higher Income levels or eliminated If the employer covers the employee
with a retirement plan. The moving expense and employee business expense
adjustmen are now deductions.

4. Treatment of the Alaska Permanent Fund Dividend

All of the alternatives exclude the PFD from state taxable Income.

5. Nonresident Apportionment

As was done in the 1978 Alaska individual Income tax law, nonresident
workers apportion their Income by source state 1n this proposal. The
apportionment ratio is obtained by dividing Alaska adjusted gross Income
(Income earned 1n this state or attributable to Investments in this state) by
total adjusted gross income. The ratio obtained 1s used to adjust exemptions
and standard deduction. Itemized deductions are apportioned to Alaska based
on the expenditure location, property site or source of Income to pay the
expenditure.

6. Standard Deduction

The following standard deductions are assumed to be adopted From the
Federal Code and are indexed yearly for inflation.
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Filing Standard Add*nl for Bllndness/
Status Deduction Age Exemption
Single $3,000 $750 per Exemption
Married FI 11lng Joint $5,000 $600 per Exemption
Married FI 1ing Sep $2,000 $600 per Exemption
Head of Household $4,400 $750 per Exemption

7. ltem!?ed_Peduc.tlons

Those with greater than the standard deduction can Itemize deductions on
state returns as done on the Federal return. Alaska Income taxes cannot be
deducted for Alaska tax although they can for Federal income tax. Medical
expenses In excess of 7.5 percent of adjusted gross Income are deductible.
Sales taxes are not deductible but property taxes are. Home mortgage Interest
(for primary and secondary residences) 1s still deductible, but consumer
Interest Is phased out and other mortgage Interest Is no longer deductible.
Union and professional dues, tax return preparation fees, employee business
expenses are also deductable, but must total more than two percent of adjusted
gross Income. Moving expenses are deductible.

8. Personal Exemptions

Exemptions.are available for the taxpayer, spouse, dependents and for
certain debilitating conditions. They are worth $1,950 each in 1988, $2,000
in 1989 and are Indexed for Inflation thereafter. For higher Income
taxpayers, the value of these exemptions 1s reduced by five percent of taxable
Income if taxable Income Is greater than the threshold amount (which is

Indexed yearly for Inflation).

Fillng Income

-Status Threshold

Single $ 89,560

Married Fl 1lng Joint $149,200

Married Filing Separately $113,300

Head of Household $123,790
9. Tax Credits

We have not Included any tax credits In these alternatives.

10. Tax Rates

Tax rates effective for the 1978 and 1979 Alaska Individual 1income tax are
assumed to be re-adopted for this proposal.



INDIVIDUAL INCOME TAX REPORT
PAGE 7

B. ALTERNATIVE TWO: LIMITED BRACKETS/ FEDERAL TAX BASE
This alternative Is piggybacked to the federal law for most of Its tax
base elements. The difference betv/een this and Alternative th\ Is a two
bracket tax rate. This could be accomplished by following these three steps.

Adopt new federal rules to derive the taxable Income base;

Divide taxable Income Into a small number (2 or 3) of brackets
according to some objective criteria or adopt the Federal brackets.

Specify state tax rates for each of the chosen brackets with Income
1n the higher bracket(s) being taxed at a higher rate.

1. Tax Base - same as alternative #]

2. Income Inclusions and Exclusions - same as alternative tf]

3. Income Adjustments - same as alternative #1

4. Treatment of the Alaska Permanent Fund Dividend - same as
alternative #]

5. Nonresident Apportionment - same as alternative #1

6. Standard Deduction - same as alternative #1

7. ltemized Deductions - same as alternative #1
8. Personal Exemptions - same as alternative #1
9. Tax Credits - same as alternative #1

We have not Included any tax credits 1n these alternative proposals.

10. Tax Rates

The rates and rate groups assumed to be In place for this proposal are
presented below. These rates are a set that make the alternative revenue
neutral compared to the first alternative and the last alternative, for the
first year (1988) only. That Is, all four proposals are constructed to raise
approximately the same revenue.

TAXABLE INCOME LEVEL
$0 - $25,000 3.7%
$25,000 & more 7.7%

C. ALTERNATIVE THREE: FLAT RATES/ FEDERAL TAX BASE,
NO EXCLUSIONS OR DEDUCTIONS,
HIGH PERSONAL EXEMPTION
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A true flat tax has two attributes: (1) It applies the same rate of tax
to everyone and to each component of the tax base; and (2) to arrive at the
tax base there are no deductions from total Income except personal exemptions
and strictly defined business expenses.

To raise a certain amount of tax revenue It 1s necessary to make a
trade-off between the size of the personal exemption and the marginal tax rate

"A high exemption may be desirable to secure relief for those at the
bottom of the Income schedule and to Increase progressiveness (with

respect to average tax rates). But a higher exemption means that a

higher marginal tax rate must be applied to maintain revenues."

1. Tax Base

As with the previous alternatives, this tax system Is tied to the
Federal tax law. In this case, however. It is piggybacked to the federal law
only for its Income Inclusion elements. It Is not tied to the federal law for
exemptions, deductions or Income exclusions. The advantage 1in being tied to
the federal system Is largely administrative, as discussed previously. The
disadvantage Is that federal changes can automatically effect state law and
revenues dramatically.

The federal law has changed since the Alaska Individual Income tax was
In effect. This proposal assumes that the changes adopted by the federal
government will be referenced 1n Alaska Statute much as they were In
1978-1979, but only for Income Inclusions. This will result in the expansion
of the adjusted gross income; and therefore, the tax base. The provisions of
the new law that we assume would be effective for this proposal are summarized
be low.

2. Income-Inclusions and Exclusions

Included as total Income are wages, salaries, tips, Interest Inconme,
dividends, Income tax refunds, alimony received, business Income, capital
gains, pensions, IRA and annuity distributions, rents, royalties, partnership,
estates, trusts, farm Income, unemployment Insurance (which we were unable to
Include In our model), social security benefits and other Income. The new
Federal law eliminates the $100 - $200 exclusion of dividend income and treats
the full amount of capital gain as ordinary income.

New restrictions are now Included 1n the Federal 1law which define
passive and active participation in ventures and set limits for higher Income
taxpayers on offsetting losses of any Kkind. Passive losses cannot be used to
offset other Income except for $25,000 in participatory rental losses.

(Passive losses occur particularly in some partnership and rental arifviHn )

3. Income Adjustments
Under the new Federal 1law, only the Keogh plan contributions, savings

withdrawal penalties and alimony paid adjustments from Income remain.
Eliminated Is the Two Earner adjustment; while the IRA adjustment Is phased
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out at higher Income levels or eliminated If the employer covers the employee
with a retirement plan. The moving expense and employee business expense
adjustment are now deductions.

4. Treatment of the Alaska Permanent Fund Dividend

All of the alternatives presented exclude the Alaska Permanent Fund
Dividend from taxable Income.

5. Nonresident Apportionment

Nonresident workers apportion their Income by source state in this
proposal. The apportionment ratio Is obtained by dividing the Alaska adjusted
gross Income (Income earned In this state or attributable to Investments |In
this state) by total adjusted gross Income. The ratio obtained from Alaska to

total Income is used to adjust exemptions also.
6. Personal. Exemption

The personal exemption 1n this alternative is set high both as a proxy
for a subsistence amount and to respond to family size. The high personal
exemption helps to make the effective rates of this proposal more
progressive. The exemption value for taxpayer, spouse and dependents |Is
$3,000 each.

7. Tax Credits
We have not included any tax credits in these alternatives.
8. Tax Rates

The tax rate in this alternative was designed to provide a revenue
neutral tax compared to alternative one. That 1s, total revenues are
approximately the same as the previous two cases, $250,000,000. A 3.9 percent
tax rate was used for all Income. Progressive rates could also be applied to
this tax base but It would be difficult to develop a revenue neutral (compared
to the other alternatives) case with these rates.

D. ALTERNATIVE FOUR: DISCUSSION/THE WORKING DRAFT
1. F111lng Status

A decision will have to be made concerning the filing status of married
persons. Under federal 1law, marrieds may file jointly or separately. It
would be preferable to require that the same status be used for tpurp»>
as utilized for federal purposes. Otherwise, 1income will li-se to I*=
attributed to the spouse who earned the income and this would be important
only at the state level. This would then present an audit question
exclusively at the state level which would increase the state administrative

requirements.
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2. Exemptions
The next question concerns the setting of exemptions. For Instance,
extra exemptions may be desirable for those 65 and over and for the blind In

addition to the normal exemptions for the spouses and dependents. Other
exemptions could be cranked In as well to achieve other policy goals.

The amount of the exemption can also be set to achieve a certain desired

result. For Instance, If the exemption Is set at $3000 per person a family of
four would pay no tax on the first $12,000 of Income AFTER certain limited
deductions. The proposal merely uses a $3000 exemption as a starting point.

The fixing of this amount Is a political decision which will take Into
consideration the minimum threshold level of taxation of lower Income
taxpayers, however changing this amount will be reflected 1n the rates.

3. Tax Base
a. Federal Total Income

The modified flat or graduated tax structure uses federal total Income,
with certain adjustments, as the tax base starting point. Federal total
Income Is Income from all sources, Including all capital gains and permanent
fund dividends, and corresponds to line 23 of the 1986 Form 1040. The
adoption of the Internal Revenue Code provisions defining items of Income may
be preferable as these concepts are generally well settled through years of
administrative rulings and court decisions. The administration of the tax
will be facilitated by the adoption of the code provisions defining income.
The processing and compliance efforts will also be enhanced since the federal
return can be utilized for verification. Further, IRS audits will result in
corresponding adjustments to the Alaska returns to the extent an Income Item

Is Involved.
b. Additions To The Tax Base

Additions to the tax base would Include Interest on obligations from
states other than Alaska. This tax free Interest at the federal Ilevel 1s not

Included In Income otherwise. Since lower Income taxpayers do not generally
receive tax free Income, the Impact will be absorbed by middle and upper
Income taxpayers. However, It may be desirable to maintain tax exempt status

for Interest on Alaska obligations, such as on AHFC bonds, to Increase demand
for those securities as well as to promote investment In Alaska rather than 1n
other states. The Inclusion of non-Alaska tax-exempt income in the tax base
will require that the corporation Income tax statutes be amended to achieve
the same result at the corporate level.

The cost of living allowance that federal employees receive in M« stal*-
must be added to the tax base to place these resb5dents on a pai wilh nihei
state residents. Federal COLA 1s not subject to federal income tax and thu .
1s not Included In federal income.
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(o Subtractions..From lhe-Tax.Jase

Deductions from the tax base might take a number of forms. One
deduction, really an elimination, removes Alaska Income tax refunds from the
base. Income tax refunds, to the extent deducted on the federal return In a
prior year, are income for federal purposes In the year of receipt. Since the
state Income tax Is not a deduction for Alaska tax purposes, It should not
form a part of the Alaska tax base and must therefore be subtracted.

Other subtractions from the tax base might Include the penalty for early
withdrawals from savings and alimony paid. These deductions are appropriate
because Interest Income 1n full 1Is Included In total federal Income without
regard to the amount actually received or available. The deduction treats as
total Income only the amount actually received or available to a taxpayer. A
deduction for alimony paid Is necessary since alimony received Is Included In
the tax base. The deduction Is necessary to prevent the same amount from
possibly being subject to tax twice.

The above mentioned additions and subtractions to the tax base would be
made to arrive at an Alaska adjusted gross Income figure. Adjusted g oss
Income could instead be called taxable income and the tax computed on the
amount so determined. However, there are other deductions that have merit In
the tax system that may promote desirable public policy. Charitable
contributions and home mortgage Interest are just two examples. The
experience we have with the federal tax reform efforts leading to the passage
of the Tax Reform Act of 1986 Illustrates that there are demands for certain

deductions.

Thus, medical expenses In excess of 7% of Alaska adjusted gross income
are allowed. So are contributions to Alaska charities and mortgage interest
and property taxes on a princlpal-Alaska residence. Only such expenditures
(except for medical expenses) within Alaska are deductible 1n order to promote
to the fullest the state economy and Investment within the state. This
treatment should prevent leakage of state tax dollars on out of state
expenditures and correspondingly promote Alaska residency.

Interest on United States obligations must not be taxed by a state
pursuant to federal law. Thus, a deduction is allowed. If the itemized
deductions were not allowable under this alternative, the Interest on U.S.
obligations would be deducted in arriving at Alaska adjusted gross income. It
is placed after AGI only because of the floor on medical expenses.

A standard deduction in lieu of itemized deductions is not provided.
Standard deductions create leakage to the extent expenditures in the policy
areas do not exceed the standard deduction. Requiring a *ial expenditures and
proof of those expenses should promote the public policy "templafo”i
Further, a heavy Impact will fall on non-Alaska residents w: may Iwivu lifiu
or no such expenses and will not be able to utilize the standa.d deduction.
Renters may also be impacted although the current economic climate may make it
preferable to encourage home ownership and commitment to Alaska and a
particular Alaska community. That would be accomplished by allowing Interest
and taxes on principal residences. A failure to allow the deduction for home
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Interest and taxes could have the reverse effect of promoting rental over home
ownership In the state. (It is common knowledge that the delinquency rate on
AHFC mortgage loans 1Is becoming Increasingly alarming. The situation should
only worsen under the current ABE program which assumes yearly lIncreases In
the Income of the debtor. State residents will fare well |In the current
economy If Income remains constant. The ABE Increases will Impact state
residents In the next year or two. Unfortunately, the ABE program Is based on
an assumption that Is no longer valid. This exacerbates the already serious

problem).

Taxable income would be derived from subtracting the deductions specified
and the appropriate exemption amount from adjusted gross income. A tax would
then be computed on the amount of the taxable Income.

d. Credit?

Credits against tax might be limited to that for child and dependent care
In Alaska and for taxes paid by residents to other states. The credit for
taxes paid by residents to other states Is designed to prevent double taxation
and promote Alaska residence. Those residents generate Income from other
states which they bring back Into Alaska.

The tax liability for the tax year would be determined by subtracting the
credits from the tax. Withholding and estimated tax payments would be
required durlng the tax year. A withholding worksheet for state purposes
would be required and penalties would be imposed for underpayments as computed
In accordance with current federal law.

e. Non-Residents

A non-resident would compute his tax on only the Income derived from
sources within the state. A statute would be required to specify that income

which Is derived from sources within the state. The statute could be modeled
after the law In effect prior to repeal with consideration given to further
Inclusion or clarification within constitutional limitations. Most -

non-residents would pay a higher effective tax rate than residents since
non-residents would have few if any deductions from which to offset the Alaska
source Income: It may be possible to withhold the benefit of the lower rates
to non-residents under a graduated rate system. Non-residents would pay tax
at the higher rates determined in accordance with their income from all

sources.

IV. ANALYSIS

The above scenario obviously represents a number of policy decisions lli>i
may or may not be politically feasible or acceptable by either the
Administration or the Legislature. Each of the attributes of a tax involves a
policy question and each must be resolved by the appropriate authorities
during the discussion stage. The format of the example used herein is a
judgment call of some of the members of the working group and does not
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necessarily reflect the opinion of all members. It Is Intended to Illustrate
how one model can be built based on available alternatives.

Certain Issues permeate the formulation cf the tax system. First, will
the system be capable of effective and efficient administration and achieve
taxpayer compliance? Second, should the tax system promote state policy and
economic goals, such as promoting residency and Alaska Investment, or should
state goals be primarily dealt with outside the tax system? Third, how should
non-residents be treated 1n the system? Fourth, what 1s the desired
distribution of the tax among the population? These Issues are central to

each of the alternatives.
A.  Admilnls.tr.ative_Il .ssu?s

Research alternatives One and Two differ only In that Research One uses
the old Alaska tax rate schedules while Research Two uses new schedules
patterned after those scheduled to go into effect for federal purposes 1In
1988. Both alternatives adopt federal provisions to arrive at taxable Income
figures, 1l.e. Income less adjustments to Income less Itemized deductions or
standard deduction less exemptions equals taxable income.

Research alternative Three differs from Research One and Two 1n that 1t
does not adopt federal provisions except for purposes .of defining income items
mend then applies a flat percentage tax rate to that Income, with some minor
adjustments. Tax rate tables are not necessary with a flat tax.

The modified flat or graduated tax Working Draft alternative is similar in
design to Research Three in that federal law is adopted for purposes of

characterizing Income items. It would also be similar to the extent the flat
tax concept was used to establish tax liability as a fixed percentage of
Income. It differs from both Research One and Two In that it envisions a very

limited number of adjustments and deductions from Income and would either
adopt selected federal provisions or specifically enact provisions Into Alaska
statutes. The utilization of a graduated tax rate system under this method
would not effect the difference between 1t and the other alternatives.

The wholesale adoption of the federal code provisions in Research One and
Two would mean that the state system will mirror the federal system. The
caveat to remember 1is that the Internal Revenue Code has traditionally been
aimed at federal, rather than state, policy concerns. What Is good or
approprlate behavior to encourage at the federal level |Is not necessarily
Important or cost-effective at the state level. The Alaska tax system should
be made to reflect the concerns of the state rather than the federal

government.

The adoption of federal 1law is problematic from the perspecHY™® Hi.il 1iiw
Income tax law changes on a yearly basis. The state system will ?lmmes <h-imi*
due to the adoption of the federal code. This |Is more pronounced with
deductions from income since those are the areas that change with the greatest
frequency. The characterization of income items changes less frequently and
the 1impact at the state level can be seen more readily. Thus, Research Three
and the Working Draft present a advantage In this context over the other two
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alternatives. The enactment Into Alaska law of specific provisions addressing
the subtractions from Income would create a certainty of tax result and would
remove the state tax law from tha problems caused by changing federal law.
This 1s feasible with the Working Draft and Research Three but not with
Research One and Two because of the number of provisions Involved. 0Of course,
federal law will remain In effect for determining the profit or loss of sole
proprietors, partnerships, estates, and trusts, as well as for rental property
and royalty Income. These business activities are separately accounted for
and a net figure Is reported as an Income Item.

Another problem to be considered 1s the discretionary nature of many of
the deductions that arise In the code. There Is virtually always going to be
some difference of opinion as to what constitutes the proper amount of a
deduction. The majority of disputes we have experienced in prior years
concerned deductions rather than income Items. The IRS generally relies on
Information returns to audit Income Items and focuses audit efforts on
deductions and credits where the most abuse Ulies. There may be much to be
said for a tax system that eliminates or sharply curtails the extent of
deductions from Income and the resultant abuse. A less cumbersome system
should result 1n a fairer system for those taxpayers similarly situated.
However, a system with no deductions may not reflect a taxpayer®"s true ability
to pay and therefore be unfair. A compromise between the two could be the

most logical solution.

Administratively, all the alternatives contemplate the drafting of
statutes to accomplish the Intended result. Further, the Department of
Revenue will have to promulgate regulations and Issue rulings covering many of
the areas in the Income tax law. A true flat tax without deductions from
Income, such as 1n Research Three, would be the simplest from a drafting
perspective. However, any regulations and rulings pertaining to non-resident
income will have the same level of complexity under any of the alternatives.

Withholding of tax at the source by employers will be required under all
of the alternatives. Here, the least Involved withholding system would be
under Research Two because the state withholding could be set at a percentage
of the federal withholding. The other alternatives differ *rom the federal
and thus state withholding schedules will be required 1n order to determine
the extent of withholding.

A withholding system means quarterly reports and year end reconciliation
returns. It Is estimated that there will be about 17,500 reporting entities
which will generate 70,000 yearly withholding reports and 17,500 year end
reconciliations. Taxes due are generally paid with the reports or returns
although monthly payments are required for taxes withheld by an employer that
exceeds $500 in any month. Estimated tax payments and forms will also be
required under all the alternatives to cover income not subject to “»iiivlwel»M tiq.

In addition to the withholding reports and returns, it is estimated Ilhoi
275,000 returns will be filed each year. Other administrative concerns with
all the withholding and tax filings would be virtually the same under all the
alternatives. These administrative responsibilities would Include, in part,
the following.
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Developing withholding and tax return form packages.

Taxpayer and employer education and assistance.

The receipt and processing of reports and returns.

Processing cash flow, Including refunds.

Data capture of report and return Information and cash flow.

MIcrofilming returns.

Filing (storage) of tax reports and returns.

Maintaining document retention schedules and periodically

destroying documents.

9. Computer programming and Increased computer capacity.

10. Computer editing of Information.

11. Training of Department personnel in processing and review
functions.

12. Office audit of each report and return and generation of billings.

13. Field audit activities, especially non-resident Income area.

14. Collection activities.

15. Criminal Investigations.

16. Appeal procedures for disputed taxes.

17. Coordination and processing of Informational returns from banks
reporting Interest and taxes.

18. Coordination and usage of IRS-Alaska exchanges of Information.

19. Yearly reporting to IRS of state tax refunds Issued.

O ~NOoO O WN R

B. Policy and Economic Issues

The broadening of the tax base and reducing the tax rate lead to
simplicity and fairness In a tax system. Base broadening strives to achieve
the goal of treating similarly situated taxpayers 1n an equal manner. Thus,
an all Inclusive tax base, no subtractions from the base, and a flat tax rate
have received support as being the less complex of the tax systems. However,
a simple tax system may not be necessarily fair nor may 1t achieve state
policy goals designed to encourage and promote the state economy.

An Income tax system that 1s fair should be designed to Include all, or
virtually all, Income received by an Individual 1n the tax base and allow
certain adjustments or deductions that clearly reduce the ability of one to
pay the tax. Ability to pay 1s a threshold question 1n a tax system and the
decision must be made early on whether the law should take this factor Into
consideration. If the answer Is yes, then the decision maker must evaluate
certain deductions and decide whether such are appropriate given the social
and economic considerations currently existing at the time or reasonably
foreseeable 1n the future. Certain deductions are justifiable since some
expenditures reduce the ability to pay without Increasing personal consumption
and/or encourage socially desirable behavior.

A listing of some deductions will illustrate that selectivity will lp
r-quired In deciding the extent to which deductions will be allowed.
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Moving expenses
Employee business expenses

IRA deduction

Keogh and SEP retirement plan deductions
Allmony paid

Deduction for a married couple when both work
Capital gain deduction

Penalty on early time deposit withdrawals
Casualty and theft losses

Contributions

Mortgage and consumer Interest

Medical and dental expenses

State and local Income, sales, real and personal property taxes
Adoption expenses

Business entertainment expenses

Business gifts

Dues to professional societies

Educational expenses

Employment agency fees

Home office expenses

Production of Income expenses

Small tools and supplies expense

Special work clothes

Subscriptions to professional associations
Tax advice and preparation

Union dues and expenses

The Working Draft alternative allows as discretionary deductions only the
penalty on early withdrawal of savings, alimony paid, medical expenses
exceeding stated amounts, contributions to Alaska charities, real property
taxes and mortgage Interest on a principal Alaska residence, as well as a
credit for Alaska child and dependent care. (Note: A credit 1s used In our
alternative to provide a greater tax benefit since It applies equally to all
taxpayers regardless of Income levels and marginal tax brackets. A deduction
might be just as appropriate and eliminate the need for a separate credit
calculation). Discussion earlier In this report focused on the rationale
supporting the suggestion that these Items be deductible. The penalty on
early withdrawal of savings, alimony paid and medical expenses do not Involve
consumption. The savings penalty 1s actually a recapture of Interest that Is
Included In Income and the deduction backs that recapture amount out. A
deduction for alimony 1s appropriate to prevent It from being taxed where the
payor does not have the use of the money and, to the extent alimony is paid to
another Alaska resident, from the same item being taxed twice. Medical
expenses are subject to a floor based on income and may promote good health
care but predominantly allow for catastrophic medical expenses which reduce
one"s ability to pay.

The other deductions in the Working Draft have been suggested since thev
not only meet all of our criteria, 1i.e. such do not increase personal
consumption and they do encourage socially desirable behavior and they also
reduce the ability of an individual to pay, but each also promotes Alaska
residency and Investment 1n the state and a concomitant commitment to
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communities. What, |If any, deductions that are to be ultimately allowed In
the Income tax system should be determined In relation to whether the state
desires to promote policy and economic goals through the tax system. To some
extent, any such deduction will be reflected In higher tax rates.

C. Non-Resident Issue

Under the prior tax system non-residents paid taxes at effective tax rates
less than Alaska residents. This was due to the fact that Alaska residents
had to Include all Income In the tax base while non-residents Included only
Alaska source Income. While non-residents were allowed only a percentage of
personal exemptions, standard deductions or Itemized deductions In the ratio
that Alaska Income bore to total Income which offset some of the advantage,
nevertheless the failure to take all |Income Into some account In the
computation of the tax resulted in non-residents having their income taxed |In
the lowest rate brackets compared to residents In similar circumstances.

The decision makers must thus decide the extent to which non-residents
deriving Income from Alaska will contribute to the costs of providing state
services. These state services benefit resident and non-resident alike.

Thus, the Working Draft alternative would place non-residents on a par with
state residents by taking total Income Into consideration In determining the
appropriate tax brackets under which non-residents must compute their tax
liability. All of the alternatives, except to the extent a flat tax might be
Imposed in which case It would make no difference, can be designed to attain
this objective. The actual tax, however, |Is computed only on the Income,
derived from Alaska sources. Constitutional [limitations prohibit a state from
levying Its tax on Income from other sources earned by non-residents.

The Working Draft differs from Research One and Two also 1n the treatment
of deductions. Research One and Two Incorporate federal provisions relating
to deductions from income that are generic. That 1Is, 1ltmakes no difference
the state 1n which the expenditure 1s made. The WorkingDraft focuses upon
only Investment In Alaska as giving rise to allowable deductions. The effect
of this will be, for example, to allow a resident to deduct mortgage interest
on his Alaska residence while denying a deduction to a non-resident for
Interest paid on his out of state residence.

Income sourcing rules will be required to determine the extent of Income
derived 1n Alaska by non-residents. Prior law and the characterizations by
other states can be drawn upon for guidance. There Is agreat deal of leeway
In this area for abuse since it Is not always a clear cutcase of determining
the 1income sourced within the state. For example, the customary structure in
many Washington fishing businesses is to conduct fishing activities in
corporate form through joint ventures with other corporations. Subs InnMa |
sums are paid In the form of officers compensation for wotV alleged b«
performed solely in the state of Washington. The corporation is allowed to
deduct the compensation from its income and the individual who receives such
asserts the compensation Is not from an Alaska source. The compensation
varies each year depending on the success of the business. It therefore
becomes relatively easy to shift Income to a non-taxable source. An audit Is
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required to make any adjustment and the audits are complex and very detailed.
An audit presence will be necessary to achieve any real degree of compliance.
A possible counter-measure, in part, would be to statutorily deny a
corporation any deduction for officers compensation.

It Is also particularly difficult to determine the Alaska source Income
for crew share, boat share, and captain share members on fishing vessels. In
many cases the majority of time Is spent just outside the state"s territorial
waters but the fish product Is transferred or sold within the state and the
taxpayers are largely dependent upon the state for providing benefits and

services to the operations which make the activities profitable. If the
Alaska source income 1Is determined by reference to time spent In Alaska
waters, very little tax will be generated. The same problem exists to some
degree with all transportation carriers, l.e. air, marine and land. All these
areas will need to be considered In determining the participation of
ncn-residents In sharing the tax burden. Broad authority to the Department In
promulgating statutory regulations could be a solution. Audit visibility will

be a must If any serious effort is contemplated 1n ensuring that non-residents
pay a fair share of the tax burden.

D. P.Is.t d -b.dt.lgn_QF, ThV-Tax .Burden

The distribution of the tax bmden Involves the question of what Income
groups will pay what part of the total tax required to be generated by the tax
system. The 1income composition of the population must therefore be analyzed.

A pure flat tax system Is less sensitive to Income levels since all Income
1s nominally taxed at the same rate. In contrast, a graduated tax rate systenm
1s sensitive to Income levels since the more one earns the more tax one pays.
If the design and Intent of the tax system Is to base It on the ability of the
populace to pay the tax, then a graduated tax system like Research One and Two
and the Working Draft graduated model must be preferred over Research Three.

Even 1n a graduated tax system, low Income families are not necessarily

removed from the tax roles. The setting of the minimum threshold levels of
tax are thus important In achieving the overall distribution of the tax burden
among the desired income levels. This is accompllshed by the Income level at

which a tax liability arises as well as through the establishment of
exemptions.

The distribution of the tax will also Involve the determination of the
number of tax brackets and rates that need to be employed in the system. This
would Ulikely be based on the ability cf various Income levels to pay
progressively higher rates of tax.

In order to effectively measure and analyze the income levels,
consideration must be given to the items defined in the tax system as income.
The Research alternatives, and the Working Draft with certain additions, use
federal law to define Income. There are many advantages in doing so although
there are persuasive reasons to reach beyond the federal characterizations.
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For Instance, all unemployment compensation benefits under federal law
will be Included In full In Income in 1987. However, only half of social
security benefits are Included for those with other Income of $32,000 if
married and $25,000 if single. Interest on state or local obligations is
excluded from federal 1income as 1is federal cost of living allowances. It
might be fundamentally said that equal treatment of those with the same
disposable Incomes requires that all these items be treated as Income,
especially under a graduated tax system that provides for those with lower
Incomes through lower rates. The Working Draft attempts to strike a balance
by including In income non-Alaska tax exempt interest and the federal cost of
living payments while adopting federal law excluding social security payments
and including unemployment compensation. The Research alternatives would
continue to follow federal law In all pertinent respects.

Lastly, a decision will need to be made on the treatment of the Alaska

Permanent Fund Dividend. The PFD 1s taxable under federal law. However, in
contrast with the premise of levying a tax based on ability to pay, the
alternatives exclude the PFD from the Alaska tax base. Inclusion of the PFD

would raise $8-12 million or otherwise allow lower tax rates.

It Is possible, however, to Incorporate the PFD payment into the income
tax program in some fashion. That could be in the nature of a qualification
filing with the income tax return or even as a offset against the tax. An
offset could require a prior approval to a taxpayer of proper qualification.
The tax return could also contain the names of dependents, i.e. children, who
should receive direct payments, where income tax returns are not required.

We also are aware of a proposal from the Division of Policy in the
Governors Office that would apply the PFD to tax liability for most taxpayers
and refund the PFD to other taxpayers whose liability was less than the amount
of the PFD. The purpose is to cast the refundable PFD in the form of a
"welfare" payment and remove 1t from federal income tax. Currently, there is
substantial 1loss of the PFD revenue from the state to the federal level
because of the tax.

We see problems In that approach because all taxpayers receive a credit or
refund of a sum certain. The IRS will certainly attempt to apply constructive
receipt or discharge of Indebtedness rules to reach the Income. A different
approach might be to structure the PFD into a program like the earned Income
provision at the federal level.

The earned income credit at the federal 1level in 1988 applies to certain
taxpayers with AGlI of less than $17,000 who receive earned Income and have
children. The credit is applied against tax liability or is refundable if no
tax Is owed. As an example, a head of household with AGI of $12,000 would
generate a credit of $500 (147. of first $5714 of earned income, or Tf.o00,
reduced by 107. of the amount exceeding $9,000, or $300). rhe concept umihi lie
applied at the state level in lieu of the PFD to distribute funds to those

residents most in need of the payments. The remainder of the revenue that
otherwise would have been paid to other residents could, for example, then be
distributed to the municipalities based on population. The payments and

distributions should not result in any tax liability to residents and there
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leakage of state revenue as Is the present situation under

would not be any
in any program of this nature would be in

the PFD program. A major problem
its application to non-residents.

The Working Draft and the Research alternatives do not attempt to address
in detail these proposals because the ideas need more policy direction and the
PFD could create an emotional response overshadowing the need to develop a
viable tax system. The PFD question is probably best left to the

Administration and the Legislature.



DRAFT BILL
TAX ALTERNATIVE THO
FEBRUARY 13, 1987

A BILL

For an Act entitled: " An Act for the taxation of Income derived by
Individuals, partnerships, and fiduciaries; and
providing for an effective date."

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

“Section 1. AS 43.20.011 1s amended by adding new subsections (g), <h), (1),
() and (k) to read:

(g) There 1s Imposed for each taxable year upon the taxable Income of
every resident, nonresident and part year resident Individual and
fiduciary of the state, except for those subject to the rates In
(h), (1) or (J) of this section, a tax computed according to the
following table.

If the taxable Income is: Then the tax is:
Over $31 but less than $30,000 3.27. of taxable Income
$30,000 or more $960 plus 5.77. of the

excess over $30,000

(h) There Is imposed for each taxable year upon the taxable income of
every resident, nonresident and part-year resident married
Individual who makes a single return jointly with his spouse (as
provided in section 6013 of the Internal Revenue Code) and upon
every resident, nonresident and part-year resident surviving spouse
(as defined in section 2(a) of the Internal Revenue Code) a tax
computed according to the following table.

If the taxable income 1s: Then the tax is:
Over $31 but less than $50,000 3.27. of taxable income
$50,000 or more $1600 plus 5.77. of the

excess over $50,000

(i) There 1is imposed for each taxable year upon the taxable income of
every resident, nonresident and part-year resident head of a
household (as defined In section 2(b) of the Internal Revenue Code )
a tax. computed according to the following table.

If the taxable income is: Then the tax is:
Over $31 but less than $40,000 3.27. oF taxable income
$40,000 or more $1280 plus 5.7 of the

excess over $40,000
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(d)

There 1Is Imposed for each taxable year upon the taxable Income of
every resident, nonresident and part-year resident married

Individual who does not make a single return jointly with his spouse
a tax computed according to the following table.

If the taxable Income Is: Then the tax Is:
Over $31 but less than $25,000 3.2% of taxable Income
$25,000 or more $800 plus 5.7% of the

excess over $25,000

For purposes of (g), (h), (1) and (J) of this section, the tax

on fiduciaries, nonresidents and part-year residents shall be the
tax, computed.on_taxable Income from all sources multiplied bv a
fraction the numerator of which Is adjusted gross Income from
sources within the state and the denominator of which Is adjusted
gross Income from all sources. (DIFFERENCE BETWEEN THE TAX COMPUTED
ON TOTAL TAXABLE INCOME FROM ALL SOURCES AND THE TAX COMPUTED ON
TAXABLE INCOME ATTRIBUTABLE TO SOURCES OUTSIDE THE STATE.)

An individual shall determine the tax for purposes of this section
by using the same filing status as reported on the federal return.

2. AS 43.20.030(a) and (d) are amended to read as follows:

Every Individual, fiduciary, partnership and corporation required to
make a return under the provisions of the Internal Revenue Code

shall at the same time file with the Department a return setting out
(1) the amount of tax due under this chapter, less allowable credits
and payments claimed against the tax; and,

(2)other information which the Department requires for the purpose
of carrying out the provisions of this title.

A taxpayer shall file with the return a true copy of the tax return
filed with the United States Internal Revenue Service. Every
taxpayer shall file an amended return with the Department, and remit
any additional tax and interest due, within 60 days of any final
determination 1n the taxpayer®s federal tax liability. For purposes
of this section, a final determination means the time an amended
federal return Is filed or the date a federal assessment is made.



eSection 3. AS 43.20.031 Is amended by adding new subdivisions (j), (k) and
(1) to read:

a)

k)

€9)

The Income of an Individual and fiduciary Is gross Income as defined
In Section 61 of the Internal Revenue Code, and Includes those Iltems
specifically Included In and specifically excluded from gross Income
under Subtitle A, Ch. 1B, Parts Il and Ill, with the following
modifications:

(1) a taxpayer who receives a cost of living allowance which 1s
exempt from federal Income tax shall determine and Include that
amount as part of his Income as If the cost-of-11lvlng allowance were
not exempt;

(2) a taxpayer who receives Interest upon obligations of any state,
or Interest upon obligations of any political or municipal
subdivision of any state, which Is exempt from federal |Income tax,
shall determine and Include that amount as part of his Income as If
the Interest were not exempt.

The following adjustments to the gross Income of an Individual and
fiduciary are allowed as deductions In arriving at adjusted gross
Income under this section:

(1) The deductions allowable under Section 62(a)(l1) of the Internal
Revenue Code attributable to a trade or business carried on by a
taxpayer.

(2) The deductions allowable under Section 62(a)(3) of the Internal
Revenue Code from the sale or exchange of property.

(3) The deductions allowable under Section 62(a)(4) of the Internal
Revenue Code which are attributable to property held for the
production of rents or royalties.

(4) The deductions allowable under Section 62(a)(9) of the Internal
Revenue Code for the premature withdrawal of funds from time savings
accounts or deposits.

(5) The deductions allowable under Section 62(a)<10) of the
Internal Revenue Code for alimony.

(6) Interest received on obligations of the United States.
(7) Refunds of state Income taxes Included in gross Income.

In the case of an Individual, the personal exemptions provided by
Section 151 of the Internal Revenue Code shall be allowed as
deductions from adjusted gross Income 1n computing taxable income
except the exemption amount shall be $3,000.00 without regard to the
Inflation adjustment of Section 151(d)(3). (THE ALLOWABLE DEDUCTIONS
FOR PERSONAL EXEMPTIONS IN THE CASE OF NONRESIDENT AND PART-YEAR
RESIDENTS IS LIMITED TO AN AMOUNT IN THE RATIO THAT ADJUSTED GROSS
INCOME FORM SOURCES IN THE STATE BEARS TO ADJUSTED GROSS INCOME FROM
ALL SOURCES.)



eSection 4. A new AS 43.20.032 Is added to read as follows:

The adjusted gross (TAXABLE) Income of nonresidents, part-year residents,
and fiduciaries 1Is the adjusted gross (TAXABLE) Income as determined
under AS 43.20.031 Q”whlch_a_Dortlon Is .attributable to sources in the
state (WHEN ATTRIBUTABLE TO SOURCES IN THE STATE). Deductions are
allowed against _the_Portlon attributable to sources In the state only to
the extent connected with Income which arises from sources In the state
or property having a situs for taxation In the state.

eSection 5. AS 43.20.040 Is amended by adding new subsections (b)(8) and
(b)(9) and (d) to read:

(8) working for salary or wages In the state;
(9) an estate or trust deriving Income from sources 1n the state.

(d) If.a business, trade or profession Is carried on partly Inside and
parll.v_Q.uts.lde-the.state, other.than the rendering of purely
personal services bv an Individual, the Income from sources In the
state shall be_determlned as provided In AS 43.19.

eSection6. A new AS 43.20.062 1s added to read:

(a) A resident 1s allowedas a credit against the taxotherwise due
under this chapter the amount of Income tax Imposed on him for the
taxable year by another state or territory of the United States on
oncome derived from sources 1n the other state or territory which 1s
also subject to tax under this chapter.

(b) The credit allowed In(a) of this sectionls limited to that
proportion of the taxcomputed under this chapter which the taxable
Income from the other state or territory bears to total taxable
Income. The credit shall not exceed the actual tax paid to the
other stats or territory.

(c) The amounts deducted and withheld as taxes under this chapter during
a calendar year are allowed as credits to the taxpayer against the
tax Imposed by this chapter.

(d) A taxpayer meeting the qualification requirements for receipt of the
Permanent Fund Dividend under AS 43.23.025 for the calendar year may
Instead apply the dividend as a credit against the tax Imposed by
this chapter for that calendar tax year under regulations
promulgated by the department.



“Section 7. A new AS 43.20.171 Is added to read:

(@)

(b)

(c>

(d)

Q)

Every employer making payment of wages or salaries shall deduct and
withhold an amount of tax computed In a manner to approximate the
amount of tax due on those wages under this chapter for that year.
Remittance of taxes withheld shall be accompanied by returns or
reports on forms prescribed by the department and at the time or
times required bv the department bv regulation. The department
shall publish the rate of withholding required by this section.
Every employer making a deduction and a withholding shall furnish to
the employee (UPON REQUEST) on or before January 31 of the
succeeding year, or within 30 davs of termination of employment If
such 30 dav period ends before January 31. a written statement on a
form prescribed bv the department showing (1) the name and taxpayer
Identification number of the employer: (2) the name and social
security number of the employee: (3) the total amount of wages and
other compensation: and. (4) the total amount deducted and withheld
as tax. (OF THE AMOUNT OF TAX WITHHELD FROM THE EMPLOYEE ON A FORM

PRESCRIBED BY THE DEPARTMENT).

Every employer making payments of wages or salaries earned 1n the
state, regardless of the place where the payment Is made,

(¢)) Is liable for the payment of the tax required to be deducted
and withheld under this section and Is not liable to any Individual
for the amount of the payment; and,

(2) shall make return of and pay to the department quarterly or at
other times as the department may require, the amount of tax levied
which under the provisions of this chapter he is required to deduct,
and withhold

Any person required to collect, truthfully account for, and pay over
any tax Imposed by this chapter who willfully falls to collect such
tax, or truthfully account for and pay over such tax, or willfully
attempts 1n any manner to evade or defeat any such tax or the
payment thereof, shall, In addition to other penalties provided by
law, be liable for a penalty equal to the total amount of the tax
evaded, or not collected, or not accounted for and paid over, as
provided 1n AS 43.05.220(d).

If the employer Is the United States or the state or a political
subdivision of the state, or an agency or Instrumentality of one or
more of the foregoing, the return of the amount deducted and
withheld upon wages or salaries may be made by an officer of the
employer having control of the payment of the wages or salaries or
who Is appropriately designated for that purpose.

In this section the terms wages, employee and employer havo ih<
meaning attributed to them under the Internal Revenue Code



“Section 8. AS 43.20.340 1Is amended by adding new subsections (12), (13),
(14), (15), (16), and (17) to read:

(12) “"fiduciary" means a guardian, trustee, executor,
administrator, receiver, conservator, or a person acting In a
fiduciary capacity for another or the estate of a deceased
person”. The term fiduciary also means an estate or trust for
purposes of this chapter.

(13) "Individual™ means a natural person, married or unmarried,
adult or minor, subject to payment of an Income tax under the
Internal Revenue Code;

(14) "domicile™ means the place where an Individual has his true,
fixed, permanent home and principal establishment and to which
place he has the Intention of returning whenever he Is absent for a
temporary or transitory purpose;

(15) "nonresident” means an Individual who is not a "resident" or
"part-year resident";

(16) "residence" means actual physical presence In the state and 1s
determined without regard to a person®"s "domicile";

(17) "resident” means an Individual or natural person who during the
taxable year has been domiciled 1n the state or has resided within
the state for the entire taxable year; an Individual does not lose
his status as a resident simply by reason of attending an
educational Institution or by serving In the armed forces.

“Section 9. AS 43.20.012 and AS 43.20.013 are repealed.

“Section 10. This act takes effect on January 1, 1988.



Alaska Individual Income Tax

Working Draft Proposal
and

Briefing Paper

%
J.
A“&fc . & m
VAU

v <V ;

February 12,1987

Joint Income Tax Working Group

Department ofRevenue Office ofManagement and Budget



a lasteaindividual I ncome T a X

summary

The tax proposal described here (the Working Draft) issimple to explain,
simple to administer, and simple for the taxpayer. The structure of the Working
Draft is illustrated in Figure 1. Calculations begin with "Total Federal®lIncome,™ on
line 23 of the federal form. "Adjustments To Income™ are limited to those essential
for legality or fairness. Deductions are eliminated entirely, a decision supported by
strong theoretical and practical arguments. Despite a proposed personal exemption
of 73,000, the result isamong the broadest bases for a state income tax. Other
things equal, the breadth of the tax base should allow Alaska to have lower rates than
most states, a desirable characteristic from economic and policy standpoints.

Federal Total Income

The arguments in favor ofusing federal total income as the starting point
are simplicity (everyone has to calculate itanyhow), and a settled legal
understanding of what total income means. Federal total income has been a stable
concept, and changes thathave occurred have tended to broaden the tax base.

. Should the administration3proposal adoptfederal total income as the
startingpointfor its individual income tax calculation, as the Working Draft does?

Adjustments to Income

Permanent.Fund Piyjdgnds,
Permanent Fund Dividends (PFDs) are included hi federal total income. The

Working Draft proposes thatPFD income be treated just like any other income.

. Should theP FD shouldbe treated the same as any other income for state tax

purposes?

Federal Cost-of-living Allowance ("COLA).

Alaska has 18,000 civilian federal employees. Each receives a 22 percent
cost of living allowance that isnot taxed by the federal government. The Working
Draft says the CO L A should be part of the state tax base: to provide otherwise
would be unfair to the remaining 204,000 Alaska workers who must pay state tax on
their full income. This isconsistent with Alaska®s earlier income tax. The federal
COLA adjustment adds over $100 million to the state tax base.

. Should COLA received byfederal employees be taxed by the state?



Tax Exempt Interest.
The Working Draft adds all tax exempt interest, and then deducts the interest

on U.S. government obligations. The effect is to tax everything except thatwhich
federal law prohibits us from taxing. Economists generally believe that the subsidy
paid (in lost taxes) isalways larger than the subsidy received by the tax exempt
borrowers (in lower interest costs). The part of the subsidy not collected by
borrowers goes to high income taxpayerswho hold exempt securities.

. ShouldAlaska taxjust the "exempt™ interestfrom other states, taxnone of
the "exempt" interest, or (asproposed here) tax all "exempt" interest except that of

the US.?

Alimony.
Alimony paid isadjusted out (as itis in line 29 of the federal form) to avoid

potential double taxation. Alimony is taxable income to those who receive it

Early Withdrawal Penalties.

These penalties are deducted from interest earnings, all of which isalready
been included inincome. Without an adjustment folks will be taxed on funds they
never received. O f course, had they not chosen to get the money out early, they
would not have suffered the penalty.

. Should the early withdrawal penalty adjustment remain in the Working
Draft?

Federal Adjustments Not Included.
The 1986 federal form allows adjustments for miscellaneous items, some of

which generated much popular support in the recent federal tax debate. A solid case
can be made for leaving most items off the form, and not just for simplicity.
Individual retirement accounts (IRAs), for example, are rarely purchased by low
or lower-middle income households, but are almost always purchased by wealthy
households. Employee "business" expense isanother area that seems to invite petty
chiseling. By 1988 it,along with moving expenses, will no longer be a permitted

federal adjustment.

. The Working Draft makes no adjustmentsfor employee moving expense,
employee "business" expense, IRA and Keogh plan deductions, orfor married
couples who work; isthisapproved?

Personal Exemptions

The Working Draft allows a $3,000 personal exemption. With the
exemption a family of four pays no tax on the first $12,000 of annual income. The
exemption reduces the tax base by almost $1.5 billion. The Working Group
nevertheless included it to provide progressivnoss within the lower income range,
and to assure those with dependents face lower effective rates than those otherwise
identically situated but without dependents. Ifthere were no exemption, a person

3



maxing ao,uuu per year would pay tne percentage tax rate as someone earning
$25,000. Ifdeductions were allowed, the same lower income taxpayer would likely
pay a higher effective percentage rate. Figure 4 shows the average effective tax
rates ina two bracket tax system, with and without the personal exemption.

The personal exemption proposed in the Working Draft runs against the
desire that "everyone with income should pay some taxes.”" Without a personal
exemption, however, the costs of collecting the tax (including H.R. Block fees,
taxpayer time and taxpayer aggravation) will exceed the amount collected formany
taxpayers. If the social principle ("everyone with income should pay") overrides
cost considerations, the Working Group suggests an additional bracket be added at
the low end to provide a lighter tax burden on those with incomes below $10,000

(couples with income below $20,000).

. Is the $3,000 personal exemption approved? Ifnot, is the addition ofa third
bracket approvedfor the low end of the income scale?

Deductions

0 n the subject of deductions the Working Draft issimple: there are none,
either itemized or "standard." |Itis this absence of deductions that provides the
major simplification in the Working Draft. (The Working Draft still allows
business deductions to be subtracted from from non-incorporated business income.)

Each traditional deduction has itsadherents. Usually they are among the well
to do for itis they who benefit disproportionately from deductions. The big items
are covered below indescending order of dollar importance. Allowing even a

fiscally insignificant deduction might open the door for others.

Mortgage and Other Interest.
This is surely the biggie: the Dept, of Revenue estimates that Alaska taxable

income in 1988 would be reduced by at least $650 million ifthisdeduction were
allowed. Almost $600 million of this is expected to be mortgage interest. The
deduction isa subsidy to those who borrow money, especially those who borrow to
buy a home (orhomes). The subsidy is at the expense of thosewho rent, and all
others who forone reason or another are not paying mortgage interest. Coupled
with the inclusion of interest received in income, the deduction serves as a
disincentive to saving.The subsidy ismost important to those with high incomes.
Figure 5 shows that the interest deduction reduces taxable incomes of persons in the
$50-60,000 bracket by 11.4 percent. Those in the $10-20,000 bracket only get
helped to the tune of 3.2 percent. 0On the other hand, the federal government and
most states with income taxes continue to allow this popular deduction.

. Is the administration comfortable with the elimination of the interest
deductionfrom its taxproposal?

Property Taxes.
The deduction for property taxes would reduce expected 1988 taxable

income inAlaska by more than $100 million,and cut tax revenues by roughly $7

4



iuuiiuu. 10 uiuivc mat uiuuaui, taxes oi tnose wno ao notown property would
have to be increased. The deduction of property taxes predominately helps high
income taxpayers. Because the deduction allows local governments to "export" part
of their taxes to the state level, elimination is likely tobe opposed by municipal
officials. Itwill certainly be opposed by real estate interests, who will note that the
Working Draft runs counter to the federal approach and the approach of most other
states with an income tax. The Working Group supports leaving itout.

. Do property tax deductions remain out of the Working Draft?

Miscellaneous Deductions.

This politically potent potpourri includes: union and professional dues and
other employee expenses; certain legal, accounting and other professional fees;
certain adoption costs; some appraisals; and finally, non-business tax preparation
fees. These deductions would likely cost the Alaska tax base over $100 million. This
is a particularly difficult audit area, and one that seems to invite a certain amount

chiseling.

. Do miscellaneous deductions remain out of the Working Draft?

Medical Deductions.

Federal law allows medical deductions ifthey exceed 7.5 percent of adjusted
gross income. Few people have deductions this large, and thus the erosion of the tax
base isnot large - only an expected $20 million in Alaska in 1988. Some haye
argued that the deduction has encouraged the well-to-do to incur large
"discretionary” medical expenses (such as major cosmetic teeth straightening). The
estimates from D O R suggest, however, that the deduction would be broadly
distributed among income groups. Figure 6 shows this, though itdoes not show the
fact that 15 percent of deductions are taken by the 1 percent of filerswho show

losses in adjusted gross income.

. Do medical deductions remain out of the Working Draft?

Charitable Contributions.
Charity would not be deductible. That includes churches. There is little

evidence that giving will be much affected at the marginal tax rates contemplated,

however.

< Do charitable deductions remain out ofthe Working Draft?

Casualty and Theft Losses.
Non-business casualty losses from earthquakes, floods, car accidents, as well

as losses from theft and other vicissitudes would not be deductible under the
Working Draft.

. Do casualty and theft loss deductions remain out ofthe Working Draft?

5



Tax Rates and Brackets

The Working Draft would establish a two bracket tax with rates of 3.1
percent and 5.5 percent. The break between brackets, figured after subtracting the
personal exemption, fallsat $25,000 for single filers and at $50,000 for joint filers.
Figure 7 shows the actual estimated effective tax rates for single and joint filing
taxpayers. The relationship of the rates in the two brackets was chosen somewhat
arbitrarily, so the progressiveness "tilt" should be reviewed. With this ratio between
the higher and lower brackets (3.1%/5.5%), the tax will be slightly less progressive
than the new federal system.

. Are the tax rates and bracket breakpoints in the Working Draft approved?

Indexing for M ation and Deflation

The Working Draft does not yet provide for indexing (adjusting) the
personal exemption and the bracket breakpoint for inflation or deflation. For
example, iftherewas 10 percent inflation during a year, in the following year the
$3,000 personal exemption would automaticall) increase to $3,300 under an
indexing arrangement, and the $25,000 bracket breakpointwould increas to
$27,500. Ifindexing isnot provided, the yield of the tax will tend to increase during
times of inflation, and decrease in times of deflation. This iscalled "bracket creep."

. Should indexingfor inflation and deflation be added?

Combined PFD and Tax Forms

Mailing costs are expected to be reduced by 30 percent from combining the
PFD and tax forms. Additional benefits may result from better compliance; ifa
non-resident return is received from a PF D recipient, a second look would likely be
warranted. As currently planned, the recipient would be able to have the PFD

applied to next year"s tax liability by marking abox on the form.

. Are combined PFD and taxforms approved?

Non-resident and. Part-year Apportionment

There are three possible ways to apportion for those who have income
attributable to other states. The method that seems most appropriate may not pass
constitutional scrutiny, however. The issue isstill under legal review. The working
group proposes use of whichever constitutionally appropriate method results in
non-residents paying the largest part of their share of Alaska government costs. The

decision will be briefed when a draft bill is presented for the governor®s approval.
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FIGURE 3
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FIGURE 5
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FIGURE 6
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FIGURE 7
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EXECUTIVE SUMVARY

The purpose of this study was to develop a model allowing us to evaluate

the revenue potential and burden of Individual Income tax proposals presented
by Legislative and Executive policy makers. We have presented three
alternative structures here primarily for Illustrative purposes, and 1n no way
wish to suggest these are proposals of this Department or section. The value
of these alternatives 1s comparative. Illustrating the way different

structural elements 1n a tax can be altered to obtain various results, and to
show what scope of Information 1t is possible to generate 1n response to a

proposal. We have evaluated the advantages and disadvantages, as well as
preliminary estimates of fiscal Impact, for each of our three Illustrative
Individual Income tax alternatives 1n order to suggest what kinds of questions

could be asked about various proposals.

It should be noted at the outset, that 1t will be practically Impossible
to replace petroleum revenues with taxes on Individuals or other Industrial
sectors given the present structure of the Alaskan economy. In fiscal year
1984 the gross wellhead value of North Slope oil production was approximately
$10.6 bl11l1llon(2) while the estimated gross production of all other
nongovernmental Industrial sectors was only $8.7 billion and total disposable
personal income was $6.8 billion. In addition, oil production has been a high
profit sector and thus supported much higher .levels of taxation than other
more marginal Industrial sectors. Also, many other |Industries are currently

supported, directly and Indirectly through state government, spending of oil
revenues.

In a study of the tax capacity of the 50 states, the Advisory Commission
on Intergovernmental Relations concludes that Alaska has a relatively low tax
effort Index (high additional tax capacity) for three tax types, personal
Income tax, general sales tax, and estate and gift tax.

State-Local Tax

Collections as % Alaska Effort
Tax of U.S. Total Index 1982
General Sales 23.5% 29.1
Selected Sales 11-7% 102.0
License Taxes 3.5%. 118.0
Individual Income 19.7*/. .7
Corporate Income 5.6% 95.0
Property 31.8% 105.0
Estate and Gift .9% 22.9
Severance 3. 4% 278.8



It should be noted that the three tax alternatives examined are revenue
neutral 1n nature for the first year only (1988), 1. e. they were designed to

generate approximately the same amount of revenue. For each succeeding year,
they are not necessarily revenue neutral. What 1s Important 1s to focus on
differences 1n Inclusions, exclusions, deductions, and exemptions as they
affect differing Income groups. . «

The figure below compares the progressivity of the effective tax rates of

the three tax alternatives. The lowest line 1s the most progressive, while
the straight |line Indicates whal' a strictly proportional tax with no
exemptions would look like. A regressive tax structure would He above the
proportional line over at least some area. The most progressive alternative

examined here 1s the progressive rate =alternative (one), and the least
progressive 1ls the flat rate alternative (three).

PROGRESSIVITY MEASURES

CUMULATIVE * OF AGI
LTI [¢] ALT2

Q AGI + A ALTS
Alternative 1: Relmposltlion of old Alaska tax rates to new Federal taxable
Income.

Alternative 2: Adoption of two brackets and rates applied to new Federal
taxable Income.

Alternative 3: Flat rate tax applied to new Federal adjusted gross Income
with high personal exemption.

On the page following, we present a table that compares the three
alternatives we looked at for the year 1988, showing the effective tax rates
for each Income group and each alternative. The table also reveals the actual
percentage paid by Income groups as a result of the transfer from the Federal
to the State pocket, 1. e. Itemization of deductions allows the taxpayer to
deduct state Income taxes from Federal Income taxes, and thereby Infuses new

money Into the State's economy by transferring funds that would have gone to
the redera. government to the State government.
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INTRODUCTION AND PURPOSE OF STUDY

Current revenue projections for fiscal years 1988 through 1992
Indicate that revenues generated by petroleum related activities (011 and
Gas Corporate Net Income Tax, 011 and Gas Property Tax, 011 and Gas

Severance Tax and 011 and Gas Royalties) will comprise over 81.5 percent
of total wunrestricted General Fund Revenues for the period. Therefore,
state government 1s presently very dependent on these sources of
revenue. Finding sources cf additional revenue 1s becoming Increasingly
Important.

Prudhoe Bay oil production has already peaked. Total Alaskan

production 1s currently projected to decline from over 1.848 million b/d
In fiscal year 1986 to under 400,000 b/d by fiscal year 2005. This

represents a compound annual average rate of decline of 7.9
percent.fl) Other North Slope fields which are <currently projected to
begin producing will only partially offset this decline. These
projections are based only on the development of presently known and
economically developable reserves. Additional discoveries may be made in
the future, but their development as well as the development of some
currently known but high cost reserves 1s highly dependent on the future
growth of real oil prices. In addition, these future discoveries may be
made on federal OCS- lands from which the state would receive little or no
revenues. Future petroleum revenues are therefore both exhaustible and

highly uncertain.

TABLE 1 FIGURE 1
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OF DOLLARS

BILLIONS

TABLE 3

GENERAL FUND UNRESTRICTED REVENUE PROJECTIONS
Real)

FISCAL
YEAR

1900
1901
1902
1903
19114
1908
1906
1907
1900
1909
1990
1991
1992
1993
1994
199s
1996
1997
1990

2003
2004
2005

(Nominal vec.

ESTIMATES
MEAN CASE
ACTUALS (NOMINAL t)

2.501
3.710
4. 100
3.631
3.390
3.260
3.076
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1601
1.697
1. 740

763

002
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2.254

2010

2.779
7 u
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TAX CAPACITY AND TAX BURDEN ON ALASKANS

The assessment of the burden of taxation 1s a complicated problem.
Statutes determine who 1s legally responsible for a tax. In contrast the
economic Incidence of atax 1s the change 1n the distribution of private real
Income brought about bya tax. Different taxes can be shifted tc differing

extents from the person or business legally responsible to other individuals
or businesses.

In less rigorous terms, concepts such as burden are examined by
resorting to state-by-state comparisons of taxes paid usually on a per capita
basis orln relation to some measure of revenue capacity. Because measures
such as per capita Income are poor measures of revenue capacity, alternative
concepts have been developed. One such measure Involves the <concept of a
representative tax system (RTS).(3)

“The RTS is designed to answer this question: what would be the
total revenue of each of the 50 states if every state applied
Identical tax rates - national averages - to each of 26 commonly

used tax bases?"

Tax effort 1s acompanion concept that Indicates the overall tax burden
placed on the base asdefined by the tax capacity concept. A tax effort Index
is created by dividing the state's actual tax collections by Its estimated tax
capacity and multiplying by 100.

“The result may be Interpreted as a measure of how much a state

chooses to exploit all its potential tax bases relative to other
states. If a state has a tax effort beneath the national norm,
1t will have an effort Index under 100. Conversely, 1f a state
has a tax effort 1n excess of the national average, 1t will have

an effort Index over 100."

The most current estimates of these ratios 1s 1n an Advisory Commission
on Intergovernmental Relations publication Tax Capacity of the 50 States.
Dated Hay 1985, the book 1s based on tax data for 1982. While aged, the
numbers are Indicative of Alaska's state and local tax burden relative to

other states.(4)

Indexes of this sort <can often hide subtleties. 1n the underlying

relationships. For Instance the effort variables are developed using per
capita measures which hide the fact that a substantial portion of the tax may
be paid by out-of-state visitors or seasonal workers. Alaska, for instance,
shows a high effort for hunting and fishing licenses. Although care has to be

exercised 1n their Interpretation, the figures Indicate that Alaska residents
are taxed at relatively Ilow levels <c¢n Income and sales when compared to
residents of other states.



Overall Alaska shows a high tax effort because of our resource based
taxes. However, effort measures are considerably below national norms for
several major taxes commonly found 1n other states. Column two below shows
the relative Importance of major taxes and column three shows Alaska's effort
Index for these taxes.

State-Local Tax

Collections as % Alaska Effort
Tax of U.S. Total Index 1982
General Sales 23.5% 29.1
Selected Sales 11.7% 102.0
License Taxes 3.5% 118.0
Individual Income 19.7% e
Corporate Income 5.6% 95.0
Property 31.8% 105.0
Estate and Gift .9% 22.9

Severance 3.4% 278.8



GENERAL STRUCTURE OF INOIVIOUAL INCOME TAXES

Individual Income taxes are based on Income at |Its source 1n contrast to
other taxes, such as sales, excise taxes and duties which tax Income 1n Its

use. The basic elements of any tax structure apply to the Individual Income
tax. These are tax base, rate(s) and credits against tax owed.
Tax Base

Tax base Is characterized by what 1s Included, excluded, and deductible
from Income. It 1s also affected by the presence and size of personal
exemptions, and whether these exemptions apply to the taxpayer only, or also
to dependents or to special debilitating conditions, such as blindness or
elderliness.

Tax Rates

Tax rates are applied to the tax base. They can be separated Into rate
groups for qualifying taxpayers, such as marital status or household type
(1. e. married filing jointly, married filing separately, single, slrig’'e head
of household or widower). Rates can also be stratified by Income groups so

that taxpayers with different Incomes pay different rates.

Tax Credits

Tax credits agalnsl tax owed are deducted after the rate 1s applied to
the tax base. Tax credits are available for special expenditures and
generally are effective 1n encouraging those expenditures. Examples of eonrnon
Individual Income tax credits are for child care expenses, energy conservation
Investments, or political contributions.

Tax credits have much more Impact 1n eroding tax base than tax
exclusions or deductions do, as the following example Illustrates.

In the first example below, an exclusion or deduction would have to be
worth $2,500 in order to reduce the tax to $1,100 that the $100 tax credit
produced. At a four percent tax rate, the $100 exclusion or deduction
effectively reduced the tax base by $100, or 0.33%; while the $100 credit
reduced the tax base by $2,500, or 8.33%.

The higher the tax rate, the greater 1s the value to the taxpayer of all
tax base reductions even though the absolute value of the tax credit is the
same, $100. In the second example, the eight percent tax rate has Increased
the value of the $100 tax base reduction to $8 dollars and the credit remains
$100. An exclusion or deduction would have to be worth only $1,250 1n order
to reduce the tax to $2,300 that the $100 tax credit produced 1n the second

example.



$100 $100 $100
EXCLUSION DEDUCTION CREDIT

INCOME $30,000 $30,000 $30,000

EXCLUSIONS $ 100 $ o $ 0

AOJ GROSS

INCOME $29,900 $30,000 $30,000
DEDUCTIONS $ 0 $ 100 $ 0
TAXABLE

INCOME $29,900 $29,900 $30,000

IF TAX RATE 4% 4% 4%

TAX $ 1,196 $ 1,196 $ 1,200

CREDIT $ 0 $ o $ 100

FINAL TAX $ 1,196 $ 1,196 $ 1,100

TAX REDUCTION $ 4 $ 4 $ 100

IF TAX RATE 8. 8. 8%

TAX $ 2,392 $ 2,392 $ 2,400.

CREDIT $ 0 $ 0 $ 100

FINAL TAX $ 2,392 $ 2,392 $ 2,300

TAX REDUCTION $ 8 $ 8 $ 100
The Federal Tax Structure and Its Effect on State Tax Policy /

The Price Waterhouse Guide to the New Tax L a v / points
several of the major objectives of the Tax Reform Act of 1986:

1. "Those with similar Incomes should pay essentially the same
amount of taxes. This Injects an element of fairness Into the
system that has been absent from prior tax laws. At the same
time, the new law reflects a sharp departure from the recent
trend toward attempting to cure a wide variety of social and
economic problems through tax Incentives, or perhaps more
accurately tax subsidies."(6)

2. "Another objective was that the law be as understandable and as
straightforward as possible, to avoid manipulation of statutory
complexities that work to the advantage of the sophisticated and
the disadvantage of the financially naive."(7)

While these objectives have not been fully realized by the new
law, any movemenL toward realization 1s laudable. Tying state law Lo
federal law, In addition to simplifying return preparation for
taxpayers, would Implicitly signal the adoption of similar principles.

TABLE 4

EXAMPLES OF TAX CREDITS

VERSUS
TAX DEDUCTIONS

out:

Federal
the new
Alaska



One obvious disadvantage to the "piggyback" arrangement is that changes
in the Federal law significantly alter the state tax base and state revenues

without a policy change by Alaska. This is of particular concern given that
large Federal deficits are already Ileading some in Congress to suggest
modifications to the new tax code. The advantages of piggybacking are
primarily administrative and relate to awudit, compliance and collections
functions. When the IRS audits returns and determines adjustments this
information can be shared with the state. This lowers audit costs for the
state in that there is less independent verification of information.
Minimizing administrative and compliance expenses is an important criteria in
evaluating alternative tax systems. These costs are an important

consideration as is evidenced by this discussion of expenses at the federal
level:

"The costs of administering the income tax in the United States

are fairly low. In 1981, for example, the Internal Revenue
Service expended only 41 <cents to raise each $100 in taxes
[Commissioner of Internal Revenue, 1982, p. 55]. However, the
compliance costs of personal income taxation are quite
substantial. On the basis of survey evidence, Slemrod and Sorum

[1983] estimated that in 1982, the average U.S. household
devoted about 29 hours to state and federal tax preparation, and
spent about $53 for professional advice. If the value of time
is approximated at about $10.70 per hour, then the total
resource cost per household 1s about $364. Multiplying this by
the 97 million taxpaying wunits in 1982 gives a total resource
cost of $35.3 billion, about 9 percent of total federal and
state income tax revenue."(8)

A final <criteria by which any other tax system might be judged is

adequacy. That s, does it raise sufficient revenues particularly with
reference to all the costs, both political and monetary, associated with Its
imposition. Currently, individual income taxes rank second as a producer of
state revenues nationally producing about 30 percent of revenues in 1984.
That proportion has increased significantly over time. In 1973 about 23
percent of state revenues came from this source. In general then income taxes

raise significant amounts of revenue in relation to the administrative costs.

-1 8)-



PATTERN OF COLLECTION & REFUND

Actual tax collections are spread throughout time. Generally, income
taxes are withheld by employers and submitted directly by them to the State.
Those who are self-employed submit estimated tax payments on a regular basis
throughout the vyear. Finally, taxes are submitted, 1f owing, with the tax
return prepared for the tax year (due by April 15).

Refunds are generally requested when tax has been overpaid by submission
of a tax return that documents the overpayment. Those returns are primarily
submitted 1n February through April and the refunds issued a month after the
return is received.

The time pattern of tax payments was evaluated for this project using
data available on Department of Revenue data bases and the refunds were

analyzed using State accounting system reports. From those, a projected time
pattern was generated. This can be used to translate the projected tax year
liabilities presented in the tables into gross collections, refunds and net
collections by quarter. This translation 1s-an important step in determining

fiscal year revenues.

Historically, collections for any given tax year have exceeded liability
and a portion of tax collections have been refunded. For this analysis, tax

collections for a tax year are estimated to he 25 percent greater than the
estimated liability for that tax year.

Receipts for the fiscal year by quarter are estimated using ratios that
are based on an analysis of 1970 - 1979 Cash Flow data (g) from the Alaska
individual income tax. Refunds are then estimated as 27.2 percent of the
total fiscal year receipts from the prior fiscal year; an estimate based on
Department of Administration PBA reports for 1970 - 1979.(g)

This analysis may overestimate tax refunds for the flat tax options as
presumably the ability to estimate tax Iliability for the Individual will be
considerably easier. The refund amounts tend to net out over time, in any
case, so this refund estimate is used for all alternatives.



EVALUATION OF ALTERNATIVES

We have presented three alternative structures here primarily for
illustrative purposes, and in no way wish to suggest these are proposals of
this Department or section. We have designed the three alternatives to raise
approximately the same total revenue with three different tax structures; our
benchmark revenue amount being that obtained by the first alternative,
reinstatement of the old individual Income tax.

The tables presented In this report summarize only the projected
guantitative impacts of these illustrative individual income tax alternatives
and can't effectively be compared on revenue raised. Tax alternatives two and
three were constructed to yield approximately the same 1988 revenue as
alternative one. After 1988, tax alternatives were allowed to yield whatever
revenue the interaction between the tax structure and the economic variables

generated. The comparison of the alternative yields identifies the relative
responsiveness of each structure to the projected changes in the economy. In
addition, these alternatives illustrate the way different structural elements
in a tax can be altered to obtain various results, and to show what scope of
information it is possible to generate in response tc a proposal. We also
have evaluated the advantages and disadvantages, as well as the preliminary
estimates of fiscal impact, for each of our three illustrative individual

income tax alternatives in order to suggest what kinds of questions could be
asked about various proposals.

.

This highlights, the other crucial issues. Each of the elements of the
tax structure can be tailored to affect different taxpayers differently (or to
try and affect them identically). The alternative tax structures we present
will each be analyzed briefly on a number of issues including how they affect
taxpayer groups, how easily administered they are and how politically

palatable they might be.

In general, the issues which should be <considered with respect to
measures to increase revenues are as follows.

Economic Efficiency: What effect does the proposed tax have on
incentives and economic decision making? How does the tax alter consumption,

production or resource allocation decisions?

Equity: Who bears the burden of the tax and how does that burden
compare with ability to pay or benefits received? Is the tax progressive or

regressive with respect to income and/or wealth?

Elasticity: What is the sensitivity of the tax revenue yield to changes
in economic or demographic conditions? As income or population increase or
decrease, does tax revenue.increase or decrease 1n greater, lesser or equal

proportion?

Administrative Efficiency: How costly Is the tax to administer 1n terms
of resources devoted to administration and compliance relative to the revenue

yield of the tax? Who bears the burden of administrative cost, the taxpayer,
the State or the tax collector (if different from the State)?

Political Feasibility: How acceptable s the proposed tax to the
legislature and/or the electorate given existing social, political, and

economic conditions? Who benefits, who loses, and who has the most political
power?
-i o I-



Additionally, we are concerned with three other Issues.

Interstate Capture: How much of the tax owed by nonresident taxpayers
who work in Alaska 1s 1t possible to capture?

Intergovernmental Effects: Does the tax erode the tax base of higher
level (federal) or lower level (local) governments? If this should be
mitigated, how can 1t be done?

Inflation Effects: What 1s the effect of Inflation on the elements of
the tax structure and the burden on the taxpayer? If this should be
mitigated, how can 1t be done?



Distribution of Income Inclusions. Exclusions and Deductions

The Individual Income tax 1s based on source of Incomel As such, the
distribution of Income among households 1s very Important 1n determining the
vertical distribution of the tax Incidence. It 1s also Important how
Inclusive of various types of |Income the tax base 1s. The tables below
present data estimated to simulate the 1988 new federal Income tax structure
to which all our alternatives will at least partially be tied.

It 1s obvious from this table that special treatmenL or exclusions
applied to some sources of Income are going to affect households at different
points on the Income distribution, differently. For example, capital gains,
until recent tax reform, had special treatment. A portion of net capital
gains could be excluded from Income for tax purposes. Capital gains and
Investment |Income (such as corporate dividends and Interest) are not major
sources of Income for lower Income households. The complete Inclusion 1n the
tax base of these Income sources affects higher Income households to a much
greater degree than lower Income households.

TABLE 5
1988 DISTRIBUTION OF INCOME INCLUSIONS

PERCENT PERCENT PERCENT PERCENT oF PERCENT

ADJ GROSS PERCENT oF oF cF OF SHALL F
INCOVE oF ADJ 6ROSS MAGES k INTEREST CAPITAL ENTER PENSIONS
GROLP RETURNS INCOVE SALARIES INCOVE GAIN/LOSS PRISE ANNUITIES

LOSS 1.191 -0.751 0.381 2.331 5.321 -138.191 1.471
0- 10000 22.061 3.741 3.591 4.621 2.061 -i2.961 5.611
10001-20000 20.461 9.421 9.661 8.141 3.961 21.461 12.001
20001-30000 14.921 11.541 11.891 9.181 4.841 14.301 13.121
30001-40000 11.901 13.131 14.051 10.971 7.321 14.711' 12.081
40001-50000 9.261 13.071 14.081 10.861 7.391 - 3.241 13.191
50001-60000 6.561 11.301 11.801 8.501 5.761 1.311 14.411
60001-70000 4.641 9.511 9.891 7.351 6.091 2.371 7.641
70001-80000 3.261 7.791 7.841 7.041 6.421 13.811 6.521
80001-90000 2.151 5.941 5.771 6.391 6.401 13.031 4.071
90001-100000 1.341 4.281 3.711 5.251 7.401 27.921 3.871
100001-15000 2.001 8.181 6.151 13.551 20.451 84.861 4.751
150001-20000 0.171 1.121 0.581 2.231 4.691 15.481 0.731
200001-30000 0.021 0.271 0.061 0.481 2.301 4.211 0.101
300001-40000 0.041 0.551 0.221 1.241 3.161 12.311 0.371
OVER 400000 - 0.031 0.921 0.251 1.811 6.361 22.091 0.001
ESTIH MEDMN $26,000 $44,700 $44,600 $55,600 $84,900 $182,200 $45,000

The estimated median 1s the level of 1984 AGI where one half of the
Inclusion, exclusion or deduction dollars are found on returns with less than

this AGI and half on returns with more than this AGI. The exception Lo this
1s the percent of returns column (col. 2) where number of returns determined
the median. Half of the returns In the 1988 Ilow case had a 1984 AGI of

$26,000 or less.

-( 12 )-



The distribution of Income exclusions and deductions differs among

households also. The table below shows how these are distributed
differently among Income groups. Special exclusions and deductions will
alter the distribution of the tax burden depending on which Income
sources or expenditure Items are given favorable tax treatment. For
Instance, half of the dollars claimed as standard deductions occurred on
returns with AGI less than $10,500, while the <comparable figure for
Itemized deductions 1s $35,200. There 1s Interaction 1n the function of
these two, so a change 1n one will affect the other.
TABLE 6

1988 DISTRIBUTION OF INCOME EXCLUSIONS
AND INCOME DEDUCTIONS
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Comparison of State Structures

Our alternatives were developed as Illustrations of
scope and structural comparison only; however, 1f they were
other states with Individual |Income taxes, that comparison
follows

TABLE 7
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As noted previously, the tax rates in the benchmark alternative
(one) were 1n effect ten years prior to the first forecast year, 1988.
Significant inflation has altered the tax base so these rates could be
onerous. Inflation from 1978 to October 1986 has been 69.1 percent and
over the entire ten year period is estimated to be 84.4 percent. Lack of
inflation adjustment to the tax brackets 1n the rate structure will

necessarily lead to bracket creep. What this means in practical terms,
1s that taxpayers may be no better off 1n any real sense (their income,
after adjustment for inflation, is no greater) but may have to pay
greater portions in tax. This can be mitigated with inflation indexed

tax brackets.

Federal tax law has also changed the tax base significantly. Our
estimate of the revenue yield in 1988 wunder the old tax law with no
federal tax law change Lo the tax base is over $35 million less than the
alternatives In this study. The estimated tax revenue from our

illustrative alternatives is over 35.25 percent of the the taxpayers'
estimated federal tax for those years (compared to rates ranging from 19
to 26 percent for states with percentage of federal rate structures in
the table above, 1. e.Rhode Island, Nebraska and Vermont). Additionally,

the old highest rate effective in alternative one (14.5 percent) is
higher than any other state, (13.5 percent in New York). In our flat
rate tax alternative (three), our tax rate of six percent is higher than
any other state that has a flat rate (1. e. IIlinois, Indiana,

Massachusetts, Michigan, and Pennsylvania).



GENERAL DESCRIPTION OF THE ECONOMIC SCENARIOS

The revenue which can be generated by any Income tax structure 1s
obviously dependent on the future course of the Alaskan economy. It 1s
probably safe to say that uncertainty about that course 1s greater at the
present time than at any time 1n recent Alaska history. The future
movement of oil prices 1s a key determinant as are state policy responses
to significantly lower levels of revenue. Briefly, a case can be made
for a wide range of economic outcomes.

A large number of economic scenarios combined with a variety of tax
structures can quickly lead to a proliferation of cases which can
overwhelm both researchers and policy makers. As a consequence we have
limited this Initial analysis to two economic scenarios and to three tax

structures.

With the caveat that 1t 1s fairly costly to run different tax
structures against the data base, we have considerable flexibility with

regard tomodelling different structures. Unfortunately we have very
little flexibility with regard to economic scenarios. Econometric models
which have been developed by state agencies have been rendered
Inoperative due to the departure of key personnel. Access to university

or private models would have Involved contractual funds which simply were
not available.

Because of this problem we were forced to rely on an already
published forecast. In Marchof 1986 ISER prepared a working paper
titled "The Impact of Collapse of the World 011 Market on the Alaska
Economy.I* 11) The paper essentially presents two cases - one based on
state revenues as forecasted 1n December 1985 before the severe oil price
decline and one based on revenues which approximate those <currently
forecasted. In the former case state general fund appropriations fall to
about 74 percent of 1986 levels by 1990 while 1n the latter case these
appropriations fall'to about 47 percent of 1986 levels. In addition the
paper shows other key variables - employment, population and personal
Income - also as a percent of 1986 levels. While this analysis would be
strengthened by an approach which combined the tax forecasting model with
custom tailored economic forecasts we feel the two cases we have
available provide wuseful guidance on the sensitivity of our results to
economic outcomes.



GENERAL DESCRIPTION OF THE TABLE FORMATS AND TERMS

There are three alternative tax structures considered in this
report. Each structure 1s described, the tax Issues discussed,
projection tables are presented, and the revenue collections estimates
are provided.

A set of two tables 1s presented for each year 1n the projection

period, 1988 through 1992, and for each of two economic scenarios
(described briefly above). The first table 1n the set 1s the sum for
each variable, and the second set 1s the mean for each non zero value of
the variable. Mean values help determine what 1s the Impact of the

Individual variables on the average tax return 1n the Income group.

The variables considered for the tax alternatives and economic
scenarios are:
Wages & Salaries;
Adjusted Gross Income;
Taxable Income;
Number of Personal Exemptions;
Value of Personal Exemptions;
Itemized Deductions;
Standard Deductions;
Tax Liability 1f PFD 1s Taxable;
Amount of Tax Liability Paid from Federal Tax;
Tax Liability 1f PFD 1s not Taxable; and
Leakage of Tax to Municipalities (from Property Tax).

These variables are presented for each of 15 adjusted gross Income

groups (AGI GROUP) and for the total. The data was grouped by 1984 AGI
because 1t was felt 1t would aid 1n the Intuitive interpretations of the
tables. It is also possible to group by the AGI of the relevant tax year.

_( 17 )-



ALTERNATIVE ONE: 1978 ALASKA RATES/ FEDERAL TAX BASE

This alternative attempts to reinstate, largely, the tax structure
effective 1n Alaska before 1t vias repealed. That structure had Its own
set of progressive tax rates grouped by filing status, and was

piggybacked to the federal law for most of Its tax base elements.

Tax Base

The federal law has changed dramatically since the Alaska
Individual Income tax was 1n effect. This proposal assumes that the

changes adopted by the federal government will be referenced 1n Alaska |

Statute much as they were 1n 1978-1979. This will result 1n the
expansion of the tax base throughthe Inclusion of more Iltems 1n Income,
a decrease 1n both exclusions arid I[temized deductions from Income, and an
Increase 1n standard deductions and the value of exemptions, resulting 1n
lower taxable |Income 1n the Ilower part of the Income distribution and

higher taxable Income 1n the upper part of the Income distribution. The
specifics of the changes resulting from tax reform at the federal Ilevel
are available 1n a number of publications and we will nut altempt to
discuss those here. The provisions of the new law that we assume would

be effective for this proposal are summarized below.

Income Inclusions and Exclusions

Included as total Ip.come are wages, salaries, tips, Interest
Income, dividends, Income tax refunds, alimony received, business Income,
capital gains, pensions, IRA and annuity distributions, rents, royalties,
partnership, estates, trusts, farm -Income, unemployment Insurance (which

we are unable to |Include 1n our model), social security benefits and f
other Income. The new Federal law eliminates the $100 - $200 exclusion \
of dividend Income and treats the full amount of capital gain as ordinary C

Income. The Alaska Permanent Fund Dividend 1s included as Income.

New restrictions are now Included 1n the Federal law which define
passive and active participation 1n ventures and set limits for higher

Income taxpayers on offsetting losses of any kind. Passive losses cannot
be used to offset other Income except for $25,000 1n participatory rental
losses. (Passive losses occur particularly In some partnership and

rental activities.)

Additionally, Alaska Individual Income tax law did Include the
Federal cost nf livfng a| Towance ana excluded" exempt jignsjons and
annuities, military py nf nonresidents serving in Alaska, and Income
from U. — government securities. Because our data bases dl1d” noT"have
sufficient detail to Isolate these elements, 1t 1s difficult to quantify
their Impact. Conceptually our figures (which rely on the Federal Income

\

tax data) would exclude the Federal cost of living allowance and Includej

the pay of military stationed 1n Alaska. Exempt pensions, annuities and
U. S. government securities income would be excluded.



Income Adjustments

Under the new Federal law, only the Keogh plan contributions,
savings withdrawal penalties and alimony paid adjustments from Income
remain. Eliminated 1s the Two Earner adjustment; while the IRA
adjustment 1s phased out at higher Income levels or eliminated 1f the
employer covers the employee with a retirement plan. The moving expense

and employee business expense adjustment are now deductions.

Treatment of the Alaska Permanent Fund Dividend

All of the alternatives presented show tax liability with PFD both

taxable and not taxable. The 1988 low case Table 8 following Indicates a
loss of $16.6 million 1n taxes from exclusion of the PFD from taxable
Income ($399.3 million with PFD Included - $382.7 million with PFD
excluded). The taxable Income shown 1n the tables 1s with PFD not
taxable. Children and other persons not required to file will not pay
tax on the PFD. The estimates of the PFD are as follows:

1988 $750

1989 $800

1990 $800

1991 $800

1992 $800

These are rounded values from the December 1986 Long Run Fiscal Model of
the Department of Revenue. O 2)

Nonresident Apportionment

As was done 1n the 1978 Alaska Individual .Income tax law,
nonresident workers apportion their Income by source state 1n this
proposal. The apportionment ratio Is obtained by dividing Alaska
adjusted-_qross Income (lncome earned 1n this state or attributable to
Investments 1n this state) by .total ..adjusted... gross, income. The ratio
obtained 1s wused to adjust exemptions and standard deduction. Itemized
deductions are apportioned to Alaska based on the expenditure location,

property site or source of Income to pay the expenditure.

Standard Deduction

The following standard deductions are assumed to be adopted from the
Federal Code and are Indexed yearly for inflation.

Filing Standard Add'nl for Blindness/
Status Deduction Age Exemption

Single $3,000 $750 per Exemption
Married Filing Joint $5,000 $600 per Exemption
Married Filing Sep $2,500 $600 per Exemption
Head of Household $4,400 $750 per Exemption

_( 19 )_



Itemized Deductions

Those with greater than the standard deduction can Itemize

deductions on state returns as done on the Federal return. Alaska Income
taxes cannot be deducted for Alaska tax although they can for Federal
Income tax. Medical expenses in excess of 7.5 percent of adjusted gross
Income are deductible. Sales taxes are not deductible but property taxes
are. Home mortgage Interest (for primary and secondary residences) 1s
still deductible, but consu.-jr Interest 1s phased out and other mortgage
Interest 1s no longer deductible. Union and professional dues, tax
return preparation fees, employee business expenses are also deductible,
but must total more that two percent of adjusted gross Income. Moving

expenses are deductible.

Personal Exemptions

Exemptions are available for the taxpayer, spouse, dependents and
for certain debilitating conditions. They are worth $1,950 each 1n 1988,
$2,000 1n 1989 and are Indexed for Inflation thereafter. For higher,
income taxpayers, the value of these exemptions 1s reduced by five
percent of taxable Income 1f taxable Income 1s greater than the threshold
amount (which 1s Indexed yearly for Inflation).

Flling Income

Status Threshold
Single $89,560
Married Filing Joint $149,200
Married F1ll'g Separately $113,300
Head of Household $123,790

Tax Credits
We have not included any tax credits 1n these proposals. Summaries

of the major tax credits effective In Alaska and profiles of the
taxpayers and amounts <credited have been published previously and are
available from this office.O 3)



Tax Rates

Tax rates effective for the 1978 and 1979 Alaska Individual Income
tax are assumed to be re-adopted for this proposal.

It may be advisable to consider changing these brackets to reflect

the effects of Inflation on Income. Inflation from 1978 to October 1986
has been 69.1 percent, and over the entire ten year period 1s estimated
to be 84.4 percent. One way to adjust a progressive rate table would be

to adjust the |Income bracket amounts upward by the amount of Inflation
since 1978.

These rates were designed to apply to a tax base with a range of

exclusions and deductions. With the new federal tax reform, Income is
much more fully exposed to taxation. We estimate almost $640 million (or
8.5 percent) more Income is subject to taxation. It may be advisable to

consider changing these brackets to reflect this exposure to taxation.
'‘Our estimate of the revenue yield 1n 1988 under the old tax law with no!
federal tax law change to the tax base 1s over $35 million less than the
(alternatives 1n this study.

The 1978/1979 rates and rate brackets are presented below.



ISSUES
Economic Efficiency

It 1s difficult to determine the effects on economic efficiency
associated with relmposltlon of a state Income tax. Individuals and
businesses are making adjustments 1n light of the new federal tax and it
1s difficult to determine what additional adjustments would occur 1n

response to a state Income tax.

Income Elasticity

The Income elasticity of _1ndlvldual |Income tax revenues, given
progressive rates, 1ls"greater'than one which 1s to say a given percentage
change 1n Income will produce a larger percentage change 1n tax
revenues. Thus, during periods of income growth, Individual Income tax
revenues will Increase more than in proportion to the growth and, during
periods of Income decline, they will fall more than in proportion to the
decline. This makes the Individual Income tax relatively wunstable in

terms of yield.
Equity

In terms of equity the Individual Income tax 1s generally
considered the "fairest" tax. The burden or Incidence of the tax falls
primarily on the individual taxpayer and there 1s Iless opportunity for
shift of Incidence compared with the corporate Income or business type

taxes. Given a progressive rate schedule, the tax burden 1s based on the
"ability to pay" principle of taxation and the nominal Incidence 1s
progressive. That is, as Income level of the taxpayer Increases, the
nominal tax rate also Increases. It should be noted though that state
Income taxes are deductible when computing taxable Income fcr federal
Income tax purposes 1f the individual Itemizes deductions. This has the

effect of reducing the burden on Individuals with higher Incomes who are
subject to highermarginal rates at the federal level and are also more
likely to be 1na position to Itemize. The effect 1s to reduce tne
progressivity of the tax burden at the state level. This effect will be
reduced, however, 1n light of recent scheduled income tax rate reductions
enacted at the federal level.

Administration and Compliance

Reinstating the Individual Income tax after dismantling the
administrative and compliance functions 1n the Department of Revenue
could Involve considerable start up costs. Audit and collection
functions would have to be brought back on line. Personnel would have to

be hired and trained, computer programs and procedures developed, etc.
However, once the initial start up period was completed, administrative
and compliance costs similar to previous levels relative to tax
collections would probably be achieved.

< 22 ).



The Alaska Net Income Tax law as 1t applies to corporations and as

1t applied to Individuals before those sections were repealed 1s
piggybacked on the federal Income tax law. This means basically that the
starting point for calculating Alaska taxable Income 1s federal taxable
Income. The Alaska law follows the federal Ilaw as far as allowable
deductions and exemptions are concerned unless specified otherwise. The

state law specifies |Its own tax rate schedule which 1s Independent of
the federal rate schedules.

This piggybacking has advantages and disadvantages. The advantages
are primarily administrative and relate to audit, compliance and
collections functions. When the |IRS audits returns and determines that
there should be adjustments made they share this Information with the
state. This lowers the state's awudit costs because 1t reduces the amount
of Information on a return that the state must verify Independently. The

disadvantage of piggybacking 1s that when federal tax laws are changed
relative to deductions and exemptions there may be an Impact on state tax
collections unless the state changes Its tax law accordingly.

Nonresident Taxpayers

This alternative captures the nonresident worker in the tax base
fairly effectively. Alaskan employers submit payroll taxes regardless of
the residence of the worker. The potential for avoiding estimated
payments remains but 1s no worse or better for this alternative than any

other.

The apportionment of nonresident (or part year resident) income,
exemptions and deductions all seem fair and are generally consistent with

practice 1n other states.

Intergovernmental Effects

All state Income taxes are deductible from Federal Income. This
causes a leakage of tax from the federal government to the State. What
the 1988 low case Table 8 below shows that for every dollar of Alaska
tax paid, the taxpayer effectively pays only 78£ while the Federal
government leaks 22t of 1t Lo the State ($86.2 million Federal leakage /
$399.3 million State tax liability).

On the other hand, the deductibility of property taxes (generally
levied at the local government level), erodes the tax base of the State.

The estimated leakage of tax from the State to local government estimated
under this alternative 1s presented 1n the tables below. The 1988 low
case Table 8 Indicates a leakage from municipal property taxes of $7.5
mi 1lion.

Inflation Effects

Inflation adjustments are present 1n the exemption, deduction and

income |imit amounts of this tax alternative; however, the lack of
Inflation adjustment to tho tax brackets In the rate structure will
necessarily lead to bracket creep. What this mean's in practical terms,
1s that taxpayers may be no better off 1n any real sense (their Income,
after adjustment for Inflation, 1s no greater) but may have to pay
greater portions 1n tax. This can be mitigated with Inflation Indexed

tax brackets.

{BY



Al GOP

toss

9 10 510000
510001 10 520000
50001 1O 53000C
530001 10 500000
510001 1O 550000
83001 1O 560000
560001 O 50000
5001 1O 580000
980001 O 80000
0001 1O 5100000
5100001 O 5130000
513301 7O 5200000
5200001 O 5300000
5300001 O 5900000
OVR 5200000

TABLE 8
1988 TAX ALTERNATIVE ONE
LOWV ECONOMIC SCENARIO

O SR cAhds ofER AR
M M M M M

VAE 1 ARy ASES

N Rl SM M

BB 119 2630017000 616787291 2XBBYY 790500
535 2206 206000F0000 059608085 SIS 7835000
00 2096 GERINRM 7BI7IBTE FANIBOT 9171900
PR 10901 L23WEB00 OFIBWR LR85
B7B 11901 71611000 1072008036 T7UZ5IS160 77363001
2X0 9261 706EBB00 105SUIGES THROOT0SL 602001
1966 6561 SIS67673000 067683 6AINI07AL  SBS3CNL
1125 9691 6337650 7775219601 SOMI000  BBC0L
BB 3261 5200001 63800528 WHR2L 250000
5XB 2151 06DBISBC0L OG16567957 JETBRLTEL 1685001
203 1201 26761 0050180 Z77ABRML 10278001
B3 2001 9516050 6A0HEA5] SOBUT6NL 1533001
a2 017 G7XRB00L QIS5 SUBEHTEL 12300
B 01 OOEB00L 20R7AY  AUTEBNL 1B
B 009| 158505001 Q0OPSGL70 ' OISSGISIZBL 297001
® OBl 1706776001 7500077208 T7IOTOROGIL 260001

2180 1001691082193300 18173120996. P 55896/0039.371

15093065.29
15338505000
17882975000
16015693331
15061001387
127937517.15

906011631

63617100911

98379100801

3166239511

21978290.00
182077568.76
196100662.73
17833987192
1777197209
16681035880
152000637.93
1887179%6.80

9993576896

6986119966

19120685921 9859725619
25887775.211 8796799802
768821 927392018

609021

0.00l
1950.00

1997327.53
283062096
921662792

556699.0011075395979.2011512073933.90

836198180
16383003570
156198215.60
11019816110

73656960.10
907773620
2359060670
1296600000

723090000

962120000

259020000

333990000

29510000
2200000
69000.00
28000.001

616707996.201



/Q Gap
Te:s

(0 10 $I000
10001 TO 020000
SO O $30000
$10001 TO $5000
$000L TO 00000
$0000L O $80000
$8000L O $70000
$000L 7O S0
$3000L O $90000
$E000L TO$I0000
100001 TO $150000
$15000L O $20000
$20000L O $300000
$30000L O $500000
OFR $500000
o

RO TR
M

899316.93
261611916
17061601.69
3616317.62
62108721.07
6713337087
66668609.82
61869107. L
3r¥Hr16.111
RISUGESR
26391862.251

RN b

M

226806.72
98110.72
5977133
23113600.21
560120168
8630565.22
10625030.21
10615332 12
97773%6.26
8696676.62
6966269.62

52900086.811  15376563.61

9159667.691
2081230561
5376237.331
976615971
30272137.361

2690960.93
681666.79
1665019.79
213179%6.67
8625009111

8500812
1839506.061
15060001 .65
2817296867
3961765037
6676501851
6273730802
60358933.79
3623000771
0166611
23836628, 66L
52166308621
9087926.301L
2673306 56
5356628531
9760973, 671
38636716861

LTy l\!&l‘%ﬁ-ml-
M M

1666833
2683316
16625358
66261110
829369.83
1029036.06
1020686.71
62BLH6
808293.19
660813.70
65387272
9253869
123501.08
153%6,97
63806.51
60766.87
736180013



A ROP

loss

3D 10 SI0000
SI0001 O $20000
0001 10 $30000
$30001 10 $80000
0001 to $sooo0
$0001 10 $80000
$0001 10 $70000
$70001 TO $80000
Seo00i 10 $90000
$0001 O $100000
$100001 10 $150000
$150001 TO $200000
$00001 7O $300000
S300001 7O $$00000
QR $800000
oA

UE 1 AR RGP
N FCON ncAd NEAN
218 119 A$LB  -21698.36
333b 2.06 $657,681 57$8.09
6960 206 1350201 15587.06
32 1.2 22790.83 26206611
287718 1190 3376.73 37330101
230 9261 $B322 67761871
15865 656 51662.78 8303171
1225 $.681 60013371 69361161
B3 361 687/93.301 80930.781
B 2151 7658 731 93283151
2B 13FHF1  AAUL 1079%67.901
$37 2.00 807521 138371661
$2 0171 WBEH@L 221627671
5 0021 86626291  600596.961
B 0.0 16636001 682823161
A 0Bl 296761 96650661
25855 10| 28573171 33B0.3H61L

kS SR | c8hGs dBEES AR
NEAN MAN 1 NN NEAN NEAN

330858

9%7.80

7308,77
15730 .83
26716201

, 3382821

61766.561
51287081
61231521
723681 1
8566861 1
113361061
1965023301
312251731
650330.061
899%6/9.051
23090131

2.711
1671
1861
2.29
2601
2031
3061
3.15
321
318
3171
3.18
2,97
2331
3191
329
2.30)

526629
287680
%1335
6638601
233511
5716061
5057961
6112881
600571
6070561
5895901
5352081
1806121
100901
0.0
26631
6666281

763666
B1257
396263
6956.68
617556
760655
B3I
1058991 |
11979671
13616.21]
168090861
18186671
22508301
27206161
30076.611
53375081
651771

6393.8%
3290.02
3600.%5
6013.63
629256
6509.9%5
671001
672656
670,97
6860.69
6875.62
5129.65
671366
6600.00
5750.00
6666.67
37%5.61






AQ GOP

toss

so to SAED
S10001 O $0000
02000/ ORE0000)
(30001 1O 000
0001 1O 080000
(60001 1O 060000
0a0001L 1O 670000
070001 TO 0800
(80001 1O (20000
000010 0101(00000]
(100001 1O 0150000
(150001 10 Q200000
(200001 1O 0300000
(300001 1O 0800000
QR 0900000

H RIH

2121 119
P 081
B2 2019
830 1980
2712 1201
992
6.67
989
398
23H
12
292
023
003
0
00

sBoEdBEEEER

WKEt AR

M

2957975800
2329873%6.00
656298356.00
812005077.00

TABLE 9

1909 TAX ALTERNATIVE ONE
LOW ECONOMIC SCENARIO

IS SAGE 6hFs AR |09
M M M M M M

-50527626.97
28067232587
75158528659
923763680.89

98579125200 1070678566.88
98932269800 107962107155

81969779%.00
70932179300
572609837.00
98128321500
28867320600
51229%7 <20
56662960.00
621625100
1832997500
1720897700

9282565968.79
801060950.06
67311319820
523202730.79
3097998539
802932875.56
11997516833

25806999.57

989528976

9919997163

853987759
93820769.88
3093897257.30
309879%272.%6
7067719190621
1027720921

20083 100 7120129237.00 895908292926 5799357979.221

797000
7378600
8903100
7961500
7606300
6663800
98377.00
36356500
2673300

19896327.69
197566000.00
178092000.00
150008000.00
151998000.00
131085200.66

9615931561

72933399.69!

53097801181

17881.@) '35189627.871

11567001
18561001
1698.001
198001
366,001
286001

22398398561
3280633251
1339983931
0.00l
396.601
9000.001

2108990650
17630996261
1965191890.35
177599706.33
176330167.86
166106723.06
153682669.80
1231939/5.88
100350852331

7525788192

SB279979.961
106319909.191

12180000571

1675688061
3326963301
90BN

8367769.76
163787806.25
15753167301
12597990.52

7726257600
9872292385
2576753003
19963323.70

8500826.9

522091982

29979559

9263216.36

3767660
29070.20
9623500
79197.60

563909, (011.096269835.30 11597727303, 111 630008195.07



A GO

16:3)

OO SI000
S10001 1O SA00
CR000L 7O $30000
$30001 TO S«
0,001 TO$0000
$60001 O $50000
$60001 1O $70000
070001 TO $30000
$30001 1O $0000
$00001 7O $100000
$100001 O $150000
$150001 O $200000
$200001 O $300000
$300001 TO$,00900
QAR $000000
TOA

80892316
21153%6.81
1631617268
296779%.73
92203555.061
9799257691
PBI79.201
9295931861 |
303198/9.51
33206170.171
27303323701
63292606.101
186187.301
- 3127935, Bl
5788330781
12901223.301

922712359501

M

20822955
7922036
5701910
225090.19
S612958.%6!
8720730061
10996/92.781
10911696.961
10315268 Bl
9098097.081
7815786.381
18363933371
32696577901
780508261
155850901
3362808971

S.M

79073176
1567796.78
1996170700
27253600.19
39570067.13
90917150.87
PRRIE2571
91300160.27!
3300630561
3230530059
26780025.381
621057911
11753508961
3116801961
5769690781
1238330301

93233273, (| 909891226.661

1283109
2525859
166959.98
9%79136
89602886
m 8
102113369
975BL
86720883
63611156
SI213089
11106727.65
16060183
2293053
96397.36
B33H.63
1877218



A3 GOp

LGS

O O SI000
S10001 O G000
$0001 1O SHAD
$30001 O $$0000
$10001 O SIWD
$650001 O $30000
$a0001 O $70000
$10001 TO SIAmD
$30001 TO $20000

H FRH

277 119
99750120.81
98252/20.19)
35300119801
2871211201
252 9@
15008 667
| 158 989
&6 3%
| 5% 235

$0001 O$I0000 | BR 152
$100001 TO$I5000L 501 2921
$150001 TO$00000L S 0231
$00001 TO$000L 61 003L
$300001 TO$00000L 1061 0091

QR $200000
TOA

i 91009

12008l 10|

uE s ARt RS
NN NN
WL 2138516
®R16 5785
160197 1561050
209 2616820
WRB 732D
WS I
5130815 5Q07822
68536 603BP
677310 3101988
768P 931929
TR 108909, %
SOMsEl 136373
0073761 220891351
TIBLL OG5
177636561 961819761
191206301 1070897.901
XE087L  BOBEIL

LG | SHIRE  o8inde 10BN LR
NEZN NN NEN | NEN NN

313160
880.82
712i1
1561987
2%61598
3169.36
9130012
S0BLI7
60956.06
719189
85636.80!
113293601
19996371
37868931
928862.781
996083 %81
29290831

279
198
185
225
2.65
291
303
319
34
318
318
32
306
231
336
317
2.32

509920 1
295,951
33801
999,601
520219
50321
6058181
661531
6371351
250821
6136301
566596
297599
0.00
327
9.9
9536.27

773191
3381
0027
02139
6158.75
7371531
9636.9
106%.66
1206379
1337680
1517897
18189.10
2513831
2618263
31386351
9228151
690.%1

9575.06
303861
37r3L03
919193
992031
963L02
83391
992620
903682
089,19
518X
532002
5216.39
81909
6399.00
999085
305083



AHARNE BRI orAfe NTGRAT
N TEd NEAN

NN

A3 GO

LGS 296.65 76.56 280.96 6.72
3 0510000 62.52 159 51511 051
510001 1O 520000 568.15 1182 26571 5.65
50001 10 550000 859.08 65.87 770561 1260
550001 1O 530000 1669.89 191.9 1578561 2067
50001 O S 2106.50 58r.21 1996571 66.66
53001 TO 560000 2815.10 656.9 2686.251 66.05
530001 O 50000 5715201 9b.271 %0211 86.52
50001 TO 580000 6721961 128921 6569.581 1029
530001 TO 50000 5002.271 1617.261 5762.251 121.78
50001 O 5100000 =151 2166.011 T66.871 160.62

500001 TO5150000 1002751 571581 1076666l 1918
55000 TO50000 21915521  6066B8L 2175521 297.05
0000l TOSE0000 6836181 1257951 636985 55160
SO0l TOSE0000  566LL611 16506901 56585881 66265
QLR 5500000 15779157 572658l 157592881 55762
oA 1768651 50061 1696661 562



A Gap
1085

10 SI000
SI000L 10 SX0000
$000 10 $3000
$3000L O $50000
00001 TO S0
ST TO$R0000
$6000L TO $70000
$7000L O $80000
$3000L 7O $90000
00001 TC 100000
100001 TO $15000
$I50001 O $200000L
$0000L O $30000]
$300001 O $800000L
ORROOD i
oA

it RIH

X2 113
9623611952
9811939
33965811963
2790/12.03
2315 962
1887 693
1198 519
8ri8 378
612 267
aP 178
a1 300
1 031
A 003
1o 005
101 009

ME 1 SARY

an

2362612600
209913189.00
60736352900
7757381900
966669806.00
978308630.00
828075379.00
72982915000
60963116200
97188018200
3289078%6.00
60953911000

77927061.00

808121500

1751913300

18918%57.00

TABLE 10

1990 TAX ALTERNATIVE ONE
LOW ECONOMIC SCENARIO

IE 1R ks OGS
an an M M M RYY

-50911695.16
260501560.89
0022251 80
88331308007
109070607659
106981799892
9366110)1.9
8670039116
71017223827
57621739726
99970099%5.62
95080853581
153190600.32

2708175616

53161612.12
10089756787

1133398023
311 15
3099271308651
520665780.69
680127666.79
733981817.%
663039989.91
605959012.30
53279158596
903325723.%
350006028.77
785156790.35
133817673
2521221163
9BrB186.301
96297980781

1230681 100 729313797300 8692281137.11 5973350191 8l

722200
6791900
81799.00
7999200
7269800
69267.00
98500.00
37315.00!
28003001
19730001
13195001
22306001

2237.001

198,001
3r2001
312001

19965107.50
1909906365.971
17106778080
156725679.60
15178093339
13025096118
101311016.69

7776620892

5833963806

0637328281

26/01728731

91902973381

201330311
900,751
2370191
2000601

21076660.9
168623009.08
18339089.23
17969188302
1751995079

9237955581
056169191
500709.0011118856919.9711585253597.67] 69169578517

898332809
158079657.30
15031711876
11382602876

79195997.52
51893937.69
2806208390
16399796.37

97599030

6193680.98

3612900.38

573786259

61657.79
9717320
7215350
7301570
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A P

i0S;

0 10 Sioioo
$10001 10 $0000
5%€4 /R OR:S0000]
$30001 TC $40000
$0001 O $50000
$0001 TO $60000
$0001 TO $70000
50001 TO $80000
(60001 TO $0000
$0001 1O $100000
$100001 O $150000
$150001 TO $200000
0001 TO$300000
$300301 O $400000
QR $00000

IOTA

M FCH

62 113
45296119521
44808119341
33958114.63
2790711203
962
6.93
514
378
2.67
178
300
031
003
005
004

RIEER

4

K

5Eud B

2208 10

thW}TﬁE %\ﬁiﬁ éﬂﬁ&s}ﬂ% cﬂﬁiﬁﬁ%

NEAN

976.3%6
4623221
13620141
2804641
3A276.881
43863.26
5149068
6071571
68880.29
7620804
7947915
87675.24
109206.01
10229386
150264.85
18918257
2127

-20990.711

578801
15611.831
2621391
3342751
47773231
S80LAL
69348901
81005161
B223971

107650071
138827131
216065651
32807041
483287.381
1018662301
371538411

NN

432244
782.89
6903.69
1533264
2437122
3280186
4121589
071654
606%6.24
7156531
84706.201
112939401
183126501
319141921
443166331
B2ATABL
257418651

275
1.49)
181
2211
2,60
2881
3011
313
320
319
318
3.24)
316
2511
338
312
233

5703.701
312661
3810571
4615281
A3B611
6016.151
6297.691
6514.171
6646.121
6562.881
6462181
6027471
308871
121531
2161
20921
4821251

8038.39
31280
4207.58
5142.88
6277.98
TA72.25
96%.61
10664.64
12004.57
1348336
14996.15
183160
2308301
2223126
B2
6164
68309

482830
361963
33[BL24
431339
4594.03
4786.82
509205
513138
519898
528021
332091
5607.91
50645
58%6.65
656041
561659
414931



BUGAE BRTY Todior MAGALL
NEN NEA NEN

NEEN
AQ Gap »
toss 45860 11456 45106 555
O 001000 58,00 142 2781 040
1000/ 01020004) 526,55 108 284,84 551
S0L 10 950000 852 8409 766565 1266
CB000L O $40000 14645~ IHL 15/ 2957
040001 TO SS000 200865 56.4< 19679 4651
SH00L 10 GE00D 27956 6Bl 26672 64.18
$6000L O $70000 5606.26 B7.4] 555405 84,05
oL TO $80000 470427 126011 455250 10282
$80001 TO $80000 5869.10 18R171 50052 12285
$6000L 7O 100000 740297 2271281 X677 15895
$I000L 10 $150000 1084484 542061 10662 1901

S50 P00 000464 5081 20710811 51516
SO0 O$0000 . 4007051 10281700 S0OLesl 5690
$00L OO0  S6AR45l 108 SeA7466L 5060
OFR $400000 151014701 56634141  150B0LSGL 50483
oA 1911.2) B15 14581 5656



ACl CGROLP

LOSS

3 10 SI0000
010001 10 020000
070001 10 (30000
(030001 10 S50000
050001 10 SO0
S0001 10 060000
S60001 TO 070000
070001 io caoooo
080001 10 090000
090001 10 0100000
0100001 TO S1S0000
§150001 TO 0200000
c200001 TO (0300000
(0300001 TO 0900000
OR (0900000
101A

TABLE 11
1991 TAX AL1ERNATIVE ONE

LOW ECONOMIC SCENARIO

et sy RS 1 TR SUERdE 1etWidls

NPT 9M a1 9M M M
009 107 227261600 9806660765  OBOTI217 666900 1656091566
Q07 1855 1983338900 25169036000 200637181  6257.00 L36L76587.00
QN 1879 57393788800 66376562756 25023627 7678000 16798763500
299 1953 75195596000 G6I6IOP0B6L 60752289055 7127100 15588506100
2T% 12001 GBTIEE6000 10166063712 65089560762 6966200 151728671901
2198 962 95626065700 1066268152 735166092  6)608.00 135056358561
161001 7001 82805050500 O3B3B0X557 6607571233 5799000 106866269601
1201 5911 79679809300 85105507966 61066036665 3819200 83306535061
927 9061 63079009600 76579237532 SHETERM0ML 293300 63852398501
651 2,90 50039518000 61300269662 6GOLI0985061 2005600 65300622991
0516 1001 BB62198200 BAOST7OB00 3BOTR0%L 1966300 07THOBTEA
TR2L 3521 70758386900 110777086376 SOB0GSS67761 2570001 51258266521
O7L 0.90] 958603200 20200853336 176850909201 269500 357227781
0 009 52637100 3698530975 5008001 ool 698661
o1 000 1957196700 665610176 6I3I7H067L  ABOL 3098361
&) 000 1ST77700 8188500063 THIGEZ5 250001 000l

1227080 100| 7399775161.00 888591725063 6111062756.121

oA
M

19575019.26
163615128.15
185611326.71
173732269.71
172656130.28
165878703.67
156683062.18
131753600.07
111702116.27

89262122.52

68386060.98
166665076.28

20661826.31

2118138.57
3078602.71
3599987.11

528567.0011166166086.2211616333128.97

it s

M

8189163.56
155637229.09
158306621.37
115890927.76

61060630.83
56379153.88
30606753,85
18235957.05
11195935.36

7096186.65

5302698.56

725519%.80

806320.92
87368.32
89206.50
59956.20

652769859 %



S
-0

Qs
o3

. o_ux_o_x__ :P__o_ O_AA_VVA__:v
. QI nj
L R e
ﬁ_q hﬁmM nﬂ :do__g I 2_‘0 l __:c
r 1 Hw 1’1 11 |
HETFLIEIPMBTISRIEiS) ) 19
et %___cv@_ ﬂ_s_ _
M“ w_zz% _E_o_?@.__

_lu __mm____ :Tw_

208

T[POP T

i

UG39 7483
_w”_ﬂ. QLAIOIN
e 1Bl S b gy o %

iinimiw|[onioie»i*rim

on | co | on |

oroial {15

18 1o 1" |

E _Ov

()



/G GOP
le:3

9 to 510000
SIO0L 10 520000
50001 10 530000
500l 10 $<000
BA0L 10 $50000
5E000L 10 50000
SH00L 10 570000
570001 10 580000
580001 10 $80000
590001 10 5100000
5100001 10 5150000
550001 10 5200000
500001 10 $300000
5300001 10 SA0000
OGR 50100

N

2419
4107
422
39A
2748
2843
16104
1222

x27

65

4516

82

a7

a

a

&
122700

RaH

1.07
1855
1874
1453
1200

962

7.09

541

4.06

290

19

352

040

004

004

004

10

WA | AR
O

939339
4603.351
13480.87
22781.64
326955
43778.26
5141893
6075081
68792.58
76590.00
TA1131
88647.44
10449949
93696.38
15003260
2280191
323/0.73

AJ G

Inoare

AN

-20284.34
576559
1563126
2616292
3rHAT1
47788.28
58344.23
6933804
80950.00
93246.53
108457.67
13885320
220750.85
3789%59.39
43046584
998607.43
3921930

R SHBRE ARG oRFR 1oRNR
NEEN NEN NEN NEN ! NEN

4000.01
707.87
670244
15079.1B
2418143
3265311
41030.00
0393.78
60339.59
7123033
85025.\8
N251384
192865761
3ABALB
45404385
96322223
26915.06

2.75
148
180
2.16
255
2.83
298
3
318
318
320
322
316
232
336
316
2.33

S8L3I6
3234061
3046.41
4724651
668431
6183051
651045
6777.30
6920.17
6880.73
681120
6421731
38%.611
76221
3r AL
0001
5030.27

8091781
3B830.%5
4357.29
5265.57
6336.47
70414
972045
1071866
1210601
1366233
1514306
1834691
2253198
23216.25
33828.60
43902.5
711006

305815
377868
4047.72
447058
4759.25
497886
58121
S347.19
A27.02
60364
5646.59
588896
578648
82322
637189
49,65
433057



A GOp

[CE

O 1OUCD
710001 7O 00
$0001 1O $30000
$30001 TO 500
$60001 1O $00000
$50001 TO $50000
$60001 1O $70000
$10001 TOS300D
CB000L O $70000
$00001 7O $100000
$100001 TO $150000
SIE0UL TO $200000
$200001 O $300000
$360001 TO$.00000
OFR SCID
TOA

HOEEE HIRN

NEN NI NEAA
395.%5 10058 3815
66 ' 1% 212
31690 &b 27659
£20.16 62.70 73368
156075 195,07 137185
209809 3L 1985.00
27601 L1 2668.88
367292 RXl B3L7AL
00BR2 1225061 617.661
383639 156851 Setecal
735559 225081 7288361
10791.10 3156191 10611601
21537.% 080781 21361871
6607.55 N3HB3A 6633361
B36.77 158%6.111 58152321
1310030 BEHLEBL 1308/R271
205561 66,611 1%/7.311

TXLARLITY r\!&ﬂ@}ﬁ-
NEAI

575
052
32
238
251
.51
63.79
8355
1231
12371
13720
19396
2001
6.76
0101
59813
3863



A GOP

LGS

OO 1000
SI000L O 520000
SA001 1O 300
53001 TO 540000
0001 1O 55000
550001 1O 560000
560001 TO 50000
SA00L O 580000
530001 1O 580000
50001 O 5100000
5100001 O 5150000
5150001 1O 5200000
SA00001 1O 5300000
5300001 O SA000
Q@R 400000
TOA

H KN

260 108
P 1735
B 1804
3514 1435
26000 1180
2126 9701
16066 731
10 566
%554 4.35)
w8 3201
/8% 22!
B
17
Ve

</

!

0071
021

WKt ARY

M

215100500
17342446000
531457697.00
71544188700
88443655300

TABLE 12

1992 TAX ALTERNATIVE ONE
LOW ECONOMIC SCENARIO

BE SHE foahGs ofiils o
sun an sitn | 9n sn M

-48021117.13
2181017%6.25
618621308.98
82264478.59
969961606.68

925620350.0011017112468.21

82471611300

9BEE6145361

752306320001 86241474302
6MLA3001 7736528676.35
53636304001 65532370691
3B6216038001  526313960.%

4261 835105290.0011304899322.58
0531 126341782001 258367717.9%6

13834587001 50797706.62
5066913001 17275664.88

0041 1606642001 77910048.33

8114347.25
23788322.16
25793741847
46703465120
62073400089
690264912.17
65440414790
624635830.i1
57347018991
0034725032
40080445311

1066418619.10

224494628.73
470435132
16280673.60!
73140682271

219584 1001740681 1671.0019060393730. 75 6246013228491

n

6330001
SRA7AQ0L
70168001
68914001
E5254.00)
50416001
47366001
3291001
AE2A4.00L
22209001
15613001
A0H00L

3716001

378001
11000
275001

14384194.44
129185347.20
160509454.00
153042727.60
14917897120
135753966.36
108233956.20

87347154.61

6952483552

50447780.07

AN12327

63751156.731

5403653061
28787.041
o0.00l

0.00|

18363524.74

8114243.02

156174388.061 14777368814
179307812241  1565171908.87

170561026.02
16921025117
16332914661
157095074.37
13369656259
116622587.60
962567234
T4625081.75
1716457174
26731036171
3B3288.261
93078L281
4644606.061

1707378749
8185174925
56694376.20
3266399.51
20038019.25
12731926.80

8239646.80
514212000
8996436.00
109344000
13149440
4727000
6578300

513353001 161612157 . 3111641236313.68| 655934838.73



A GOp

O O SIM

000/ 01020000

(20001 TO 080000

030001 TO 000000

000001 O 050000

CBO00L O 080000

080001 TO 070000

070001 O 08000

CB000L O 080000

080001 O 0)00000
0100001 TO$15000
0150001 TO 0200000
Q200001 O 0300000
0300001 TO 0B00000
OFR 050000

oI

s

79565766
119096662
1216087165
25687672.16
3750066316
6663028359
6666391903
65631976.16
6636232570
61079226,67
BIEHR 31
101206611671
26050636.701
5016360.301
209285717
10005660631

BUABUTY

HiR Y ionkos

206310.63
69B10.19
606609.81
195086.30
6962217.9%6
8005716.9
1036961173
1161906837
11501927.63
119038611
1020885859
2009561521
6931801.88
1532680.58
5800001
271082815

677602097561 112015637.13

77976306

35860113
10587816.86
236286066.66
3BR2A0252
62189330.67
62665930.091
63961666.561
62022652.661
39962027.681

36958009.111

9621833281
26718510651
S836966.301
2086353171
9987566.631
659796063.671

A

11956.67
1396227
12335866
3r028.15
7021821
969291.06
1026817.55
103276093
97801063
8723631
677680.77
179086711
36105
65650.03
Bl
6271018
076836.07



A GaP

© 10 51000
510001 10 S000
QX001 10 530000
50001 10 54000
50001 TO 550000
SH000L TO 560000
50001 TO 570000
50001 10 580000
580001 TO 590000
500001 TO 5100000
5100001 TO 5150000
5 50001- TO 5200000
520000) 7O 5500000
5100001 TO 5800000
QR 000

1 Rl

226

108

IR 17.356
19301 16.06
11516 1635
2009 11.89

2%
16056
1262
BH
5
63%
BB
un
163
I
®

2A%9% 1D

970
1
566
6.36
320
2.2
6.26
053
007
002
006

VE 1 AR
N

90091
6552.78
1361963
2270215
3387.76
63606.56
51366.98
60569.66
68790.62
7631811
7916682
89356.30
10789221
9676536
161267.92
19126693
3372655

IS SHERE  2Whds
AL NN NN NON

-21656.09
57026
1565298
26162.22
37219%
67816.86
38160.70
6951596
61006.25
B62.12
10820600
139630.%6
22063853
362872
666906.89
92730058
61366.55

3636.08
62650
651308
1681991
237183.82
32616611
60757611
50286.65
5996133
7119360
86217.93
1292731
191711.89
328973.79
660015.50
81072L.2
, 28068.85

2.80
168
177
212
250
2.79
295
308
319
317
34
326
317
266
297
327
2.36

1

6353.64|
331601
052961
68%6.361
5715801
6376921
6761081
7031651
7200661
7178111
7156801
62121
6616561
201311
0001
oad
5096,061

NN |

833195
6073671
6527.631
612231
6683.601
7609.861
9786.201
10762801
12198911
13563901
15336.021
18365.601
22827531
267106371
2530691
56293661
7676.301

t B b PSR

NEZAN

533681
3968.89
6226.50
6666.13
695321
5198.93
69891
5567.66
5658.22
5768.71
586331
6103.62
6177.63
6261.66
6752.86
0 73
6557.79



U | BRRN Loriidr MR
NEAH NEA|

NN NEAA

A Gap

LGS 3H1H6 029 3091 528
3 TO 510000 3L27 131 2259 0.37
510001 10 520000 306.56 10271 267.35 3
30001 O S30000 88.771 6189 793.93 1203
530001 TO $e0000 1990661 19013 135339 28.75
500001 7O $60000 2083771 3759 198119 95.52
50001 O $60000 278082 695.89 2656.01 63.83
$60001 TO $70000 367751 93636 3537.39 83.19
$70001 O $80000 963897 121209 9987.92 10226
530001 TO $80000 58%6.08 159226 5686.12 12913
$00001 TO $100000 733030 2098.00 7189.19 13927
5100001 TO $150000 108289 3177.39 1069860 19159

$150001 O $200000 21306.9 91956 21108891 30330
$00001 TO $10000 91359.23 10716.65 6751 317.90
$300001 TO $L00000 96563.71 15837.89 6397.381 257.07
QR $00000 19119771 3271761 11880301 08.%5
TOA 20121 51013! 2093.99! 91.39



Liability to Collections

The projected time pattern generated from 1970 - 1979 accounting
data can be used to translate the projected tax year collections
presented in the tables below into gross receipts (col. 2), refunds (col.
3), and net receipts (col. 4) by quarter and fiscal year. The U. S.
Consumer Price Index (col. 5) 1s wused to deflate or |Inflate the net
receipts 1n nominal dollars to real 1986 dollars (col. 6) so we can

compare estimated 1988 through 1992 projected fiscal year collections to
actual collections from 1975 through 1979.

TABLE 13
LIABILITY TQ COLLECTIONS
TAX ALTERNATIVE ONE
LOU ECONOMIC SCENARIO

............... USING HISTORICAL DATA-

CGROSS NET NET REC GROSS NET NET REC
FY/Q RECEIPTS REFUNDS RECEIPTS CPI 186 FY/Q RECEIPTS REFUNDS RECEIPTS CPI 186
($m noa) (la noa) (la noa) (la real) (la noa) (la noa) (la noa) (la real)
36 . 325.98 86 325.98
75/1 118 It 117 88/1 to I (11)
12 125 to 125 12 10 10 (10)
13 127 12 125 13 1 13 (11)
14 134 114 121 14 180 16 174
TOTAL 1104 116 187  155.16 1184  TOTAL 181 19 172.  338.66 169
76/1 136 12 134 89/1 1106 15 1101
12 146 1 145 12 1140 12 1138
13 147 113 134 13 1136 116 1120
14 150 116 134 14 1114 136 178
TOTAL 1178 131 1147  166.17 1288  TOTAL 1496 160 1437  354.17 1402
7711 153 13 150 - 90/1 1112 16 1106
12 162 tl 161 12 1148 12 1146
13 177 115 163 13 1144 120 1124
/4 160 122 138 14 1120 144 177
TOTAL 1252 141 1210  175.80 1390 TOTAL 1525 172 1453  370.39 1398
78/1 146 13 143 91/1 1118 15 1113
12 143 1 142 12 1155 12 1154
13 142 16 136 13 1151 116 1135
14 150 125 125 14 1125 135 191
TOTAL 1131 136 1146  187.62 1253  TOTAL 1549 157 1493  387.35 1415
79/1 143 110 133 92/1 1122 15 1117
12 142 1 141 12 1161 12 1159
I 142 115 127 1 1157 115 1141
H 147 131 116 14 1126 134 193
TOTAL 1174 157 1117 205.22 1186  TOTAL 1566 155 1511  405.09 1411

{4y



A GaPp

SO 0000

S10001 10 020000
3 10 tsoooo
$30001 TO $40000
$40001 10 $50000
$60001 TO$60000
$60001 O $70000
$7000L TO $30000
$30001 O $00000
$00001 O $100000
$100001 10 SIS0
$150001 TO $200000
$200001 1O $300000
$300001 O SA000
O $400000

N RFOH

M 117
B 242
HABL 2068

WAE 1 ARY

M

2828114100
27012802300
728576530.00

TABLE 14

19B8 TAX ALTERNATIVE

ONE

HOOERAH ECONOMIC SCENARIO

A GOS
INCOVE

M

-61444490.96
33855601600
85108482.08

A1 148 89100793300 103010786338
1030650179.00111507 9937158
1032909490.0011142649829.9

am 171
904
6.46
461
322
214
134
205
018
002
004
003

e L L ELEE

882963616.00
742422172.00
S88115204.00
432324512.00
282732742.00!
473620636001
47369847.001
4666366.001
15666462001
17633031001

0BA783.191
844152753331
688799061321

e S oahds it oY
M M M M M

130672751

566445M9.29
404893280.60
623992788.56
TEAB3A1.66
TOAT04.57
716014063731
625683090.211
522169281651

528886838.011 411022653001

3813363849561
748821667341
101944043671

18125090201

152650631
61404733231
903353018
16787484761

46314279441 42683468921

86184374611

81601792581

2421 10D 7469072843, (018393916334 . 10| 6084571225771

829%5.00
85667.00
985100
83043.00
81746.00!
69453 001
51760001
38244001
27190001
17968001
1218001
17285001

1404.001

16,001
330001
26001

1608101529
167031150.00
19293885000
17164633331
150257/930.75
136256850461
100765961631

74256265581

52560550.84 |

HA313376561  76079694.811

20913480421

20172404.621
906224.67]

8474811
o.ool

o.ool

2319940858
20231648.83
21624194.9
19462869221
19169807298
178033078.14!1
163684738021
128844532.841
102377161711

HA197458581
B084220.491
10364538821
1277530621
3489810521
JA67582.031

892007940
180601300.20
17400652040
11997206500

79069707.80
481533%6.10
2530283120
14164300.00

793505000

499440000

260210000

3845000.00

32230000
1520000
4710000
4290000

597949.0011155063895.9511647885028.16  677894596.10



A GO

L3S

KON ON (11D
$10001 O $2000
$0001 TO$3000
$30001 O $4000
$40001 O $50000
$60001 TO $30000
$60001L TO $7000
$70001 O $80000
$30001 O $80000
$000L O $100000
$100001 O $130000
$150001 O $200000
$200001 TO $300000
$300001 O $400000
QR $400000

TOA

ORI
M

113%491.38

204971160
19087811.92
33730017.79
453635%5.63
S0873608.331
487297941

uAUTY

RREN  ovnc

M

28050230
92500.54
632826.63
252334531
571379130
920129,781
1130222911

45509895511 11575180131

40497662.501
3BA7757.731
2634624501
S0280690.251
10149834751

2167830151

66330961
11230067421

I 436247293561

10630219981
PO 261
75A1630.31

17210050981
2753793.00)

56329561
1513822011
299.4065.261

M
111888176
2006319.961

16365933.261
31201146.18
42700047.03
483013312
46654414.26
43965008,681

302683334.3l
32998061.061

25844031831

S8388669.261
10067992501
2160361651
HA46513.661
122231991

Q31530251 418281769.0681

B

1606296
271420
180304
484184.15
868484.41
10962084
1106448.7:
1027924.48
879302.83
70219207
49527032
1029100.37
13497734
1672891
4861929
51621.88
816319201



A GOP

toss

3 TO SI0
(010001 TO 020000
(020001 TO 000000
(030001 TO S50000
(000001 TO GR3D
(050001 O 060000
060001 O 070000
070001 1O oa0000
(00001 1O 090000
(090001 O 0100000
(0100001 TO 0150000
(0150001 TO (200000
(0200001 TO (0300000
(300001 TO (0200000
OAR 0900000
TOAL

H

3100
50903
0785

28]

117
252
20.68

3b11 1588

31031
23955
17163

m&%%@%ggg

2066021 10

nn
9.06
6.58
9.61
322
215
135
2.05
0.18
0.02
0.09
0.03

WAE | SARY W
MEN MEN
9122.95 -19878.52
5557.38 5726.77
13299.08 15570.76
22608.10 26192.07
3321357 37138.13
53120.55 57765.65
51556.05 58265.17
60829.36 69255.29
68995.21 80939.9
76220.82 93376.91
79665.57 107539.73
87271.15 138031.69
100786.91 216902.22
95231.9% 369918.17
165910.13 587518.73
212996.16  1026323.79
28193.59 ~3655,15

KO SBBRE 1
NEN NEN 1
371153 2.68|
95356 1591
7300.81 111
10832.9 2.23|
25638.;0 2,631
33375.53 2.901
51835.00 3021
51252, 17 3131
61258.71 3191
72565.21 3171
85960.98 3161
11319.26 3.191
19162553 2.901
30601 .73 2371
550299.67 3571
983155.13 3.08L
22967.59 2.261

oiinds RN
NEN NEAN

5171.30 7983.t§)
2811.83 3505.831
1 .81 3957.171
5355.29 593851
5132.22 6177.631
5656.58 7532.201
567112 9531.251
6083.59 10555.891
6166.89 12010.961
6059.61 13513.201
5802.78 15271191
5375.52 18073.381
192819 22052211
1729 26072061

0.00 36735851

000 51778101
9360.03 6220.291

t iR
I M

9390.67
3295.25
350175
309281
5275.73
5502.05
5675.56
9701.06
9790.17
5806.93
9881.99
5099.97
9966.15
5066.67
5837.50
9766.67
3771.50



A &P

LGS

3 TO S 0000
S10001 O S20000
(020001 O (30000
030001 TO 060000
(000001 1O CGR3BID
3300 1O 060000
060001 TO 070000
070001 TO G330
G300 1O 090000
(090001 7O 0100000
(0100001 O (0150000
(0150001 1O 0200000
(200001 O (300000
(300001 O 0600000
OAR 0600000
TOA-

BUUOHY BRT rofdar MIGELT
NEAN NEA NEAN ntah

367.9
66.61
368,62
S56.36
1661.88
2123.80
2839.26
3735.86
675102
5067.52
7637.20
10926.95
21505.391
66261621
57566.12
135610.651
1666.711

93.39
156
1155
66.06
186.13
386.56
663.77
968,321
1267 0ol
1633. 56
2125001
3171361
5850.131
10761 .62)
15086.971
36073081
356,501

360.93
33.76
307.86
791.69
1376.06
2018.83
271831
3601.97
6608.56
5817.71
7282.06
10758.92
21621.26
66089.01
5733L.72
135208.67
1578.89

518
0.63
3.29
12.29
27.99
65.76
66.67
86.21
103.16
123.80
139.55
189.63
287.19
361.61
511.78
621.95
30.81



TABLE 15
1989 TAX ALTERNATIVE ONE
MODERAIE ECONOMIC SCENARIO

wet et AGEE KBE  SAE ARG dRKGRe o

N  FChl 3N 1 3N 3N 3N 3N M 3N

Ad GOP

LGS 06 112 28070529.00 -64487886.75 12527197.24 8114.00 1605465529 2348596455 903131199
0 10 (010000 50662 21.11 257635640.00 32476751255 4970768110 82012.00 164004000.00 20151652551 188252971.03
010001 TO$20000 54308 20.24 72081110200 84432625827 390899175.82 97269.00 194522000.00 221137337.87 180274961.14
$20001 10 $00000  397% 1481 897217379.00 1038269296.78 622409739.02 87008.00 173964000.00 199618758.65 126400873.11
$30001 TO$40000 31588 11.77 1055289336.00 1174989)86.46 777546279.07 81557.00 162894000.00 196678224.06  84411576.09
$0001 TO$0000 24634 918 1062494637.00 1175937775.50 818647183.43 70535.00 14086754944 18376434807  52832562.28
$30001 TO$0000 17786 6.63 91354273500 1035260965.561 739312225.991 53447.00 106743.11.%1 17056990129 28633225.61
$00001 TO$70000 13042 4.86 79123771300 903171006.171 666591012.641 40420.001 80564991.871 138267945.761  16448045.34
$70001 TO $30000 W6 349 643333916.00 757004148901 571722995.341 29782.00) 59048005951 112581320481  9607889.83
$30001 O $30000 6388 238 486846827.00 595002856.861 460538317.141 20259.001 39829895911 85622644.161  5926512.78
$0001 TO$I00000 4223 157 333768399.00 456522662.611 360691218.15 13467.001 26015499.13 63676306.251  3515644.80
$100001 TO SISK000 6717 250 592160693.00 933514844.651 763688792.711 21486.001 37687267.221 122155700.731  5090038.56
$150001 TO$200000 658 025 67581334.00 143041504.291 125800597.881 192001  1608859.501 14708846.821  472561.20
$200001 TO $300000 7B 003 647701700 32038015941 30026468.921 180.001 o.0ol  1916347.021 39757.20
$300001 TO $400000 D 003 1394604000 45523451.281 42368441.861 311.00] 36.64| 3013862781 45988.50
OR $400000 8 003 1533948300 76761347.921 71342843.07| 264.001 o.ool  5300104.851 40811.40

26830 100 7885752785.00 9471642938981 6503320169.331

608112. 00|1203805002.5911744014638.84| 711074730.90



A GOP

1055

9 TO 510000
510001 3520000
520001 O 530000
520001 7O 550000
560001 1O 550000
560001 O 560000
560001 O 570000
570001 O 580000
580001 1O 550000
570001 TO 5100000
5100001 TO 5150000
5150001 O 5200000
5200001 O 5200000
5300001 O SB00000
OR $500000
TOA

TR
M

1278531.08
2395718.76
18559269.96
33998876.85
56885195.21
52551562.07
50353283.02
58763035.58
55557859.72
37956566.09
316535%5.951
73755077.981
15125565.891
3396221281
5566723.801
9775650.251

any P IR

350713.65
90955.99
605260.15
2559026.57
6086233.03
9582536.53
11751983.55
12393280.05
11680760.25
10376628.531
9013309.651
21395156.21 1

3851517.651
1015560.191
1503536.251
2703550.651

1276962.37
1771066.87
16255585.35
31291858.56
55026557.53
59718663.36
58076190.531
55908150.281
53033016.571
36928605.981
309%52C10.131
72555975.331
15001500.061
3882633.281
5556393.191
9758572.251

16851.85
25716.92
1725221
588053.33
895256.82
1120182.53
1153991.17
1092051.18
967565.05
782256.15
590822.37
1298772.62
192052.77
29578.83
52573.50
57178.80

575759510.591 106953777.691 55586 7631.131  8905356.07



N RCIN
AQ GOP
10jS %6 112
@© TO $10000 56662 21.11
$10001 TO $20000 59306 20.29
$000L 10 $30000 33973H 1981
$30001 TO $90000 31568 11.77
$0001 TO$H0000 29639 9.18
$60001 TO $60000 17785 6.63
$0001 TO$0000 | 13092 9.86
$0001 OO0 1 96 3.9
$60001 TO$0000 | 6363 2.38
$0001 TO$100000 | P23 157
$100001 TOO01500000 6717 2.50
$150001 TO$000000 68 0.25
$200001 1O $3000001 B 003
$300001 TO OO D 0.03
OAR $200000 | & 0.03

TOA |2680 10

vEl e BT RGE SHIRE o848 dR

MEAH

9338.17
9596.89
13272.65
22580.03
33907.92
9313123
51365.91
60668.93
68761.69
76212.72
79035.85
88158.51
102707.19
83038.68
159956.00
191793.60
29386.07

MZN

-21510.30
5759.00
15582.86
26186.52
37257.98
97798.9
58281.881
69330.701
81058.371
93300.511
108155101
139060.751
217388.301
910793.791
505816.131
959516.851
35380.501

MZN

9167.90
877.27
7197.82
15669.02
29615.29
3323291
91569.93
51111101
61107.631
72099.201
85011131
113699.921
191186.321
389950,731
970760.971
891785.591
29236.331

MEAN

2.70
1%
179
2.19
2,58
2.86
301
3.10
3181
3171
319
320
3081
2311
391
3301
2.27)

MEN

5390.87
2899.93
3581.83
9378.10
5156.83
5718.92
6001.911
6177.351
6311.291
6235.111
6160.931
5610.731
2995081
.00l
3.851
0.00l
0985.951

MEN

7813.03
3556.97
907191
5023.75
6226.36
7959.79
9590.66
10601.79
12033.06
13903.67
15078.57
18186.05
22353.87
29568.55
33987.36
66251.31
6999.03

TR
MW

9592.91
3997.67
3730.0?
9137.37
9918.99
9652.70
9365.9%6
9902.55
9955.07
5026.73
5109.95
5379.91
5081.30
9969.65
6569.79
5830.20
3950.98



A AP

D TO $10000
1000 TO $20000
$0001 TO $10000
$10001 TO $40000
$,0001 TO $50000
60001 TO $60000
$60001 TO $70000
$70001 TO saoooo
$30001 TO $90000
$90001 TO $100000
$100001 TO $150000
$150001 TO $200000
$200001 TO $100000
$100001 TO SAQ0000
QIR SA0000

TR
MEAN

All.B
%
1AL
855.6A
1ABA2A
2120211
2811221
1718921
AL
50A0.27]
7/01.16|
10980211
21/67.271
. A9951.551
607AL 35
122195501
1772911

PRFY 70

MEAN

1131A
1611
11.1A
6A L
192681
189,001
660.781
950,261
12/8. /8|
162A19]
213A 34
318521
5853221
11007.181
16706 961
33855.511
191,071

LIV

E |
NN [
1

AL
11.261
200,121
787511
1191771
2018201
2703191
3506.701
£600.04
5780.931
7327.021
10801.84
21278881
ATT7.151
60515.A9
121980.901
1698.781

MZN

5.60
OAMA
118
12.28
28. 1A
POAY
6A12
81.71
103. &
122. /%
13091
191.16
201.87
3719.22
A7L93
509.71
33.1A



N Rl
A P
IS 25 109
® 10 Aao 5366 20.16
CI00L 10 (20000 52762 19.70
(20001 TO (30000 3608 16.72
C3001 10 (0000 31556 11.78
(60001 10 ssoooo 26724 9.23
(3300 10 (60000 1818 6.77
60001 10 (70000 | 1363 5.06
(70001 10 (S30OD | 10073 376
(AC0L 10 (90000 1 6983 2.60
(90001 10 S100000 | 6660 176
(100001 10 S1000001 77 297
(150001 TO (2000001 &1 0.32
(200001 TO (3000001 10 0.06
(300001 TO (6000001 1B 0.06
U'IR (600000 1 7% 603
I0A 1267782

MODERATE ECONOMIC SCENARIO

WAE t ARY AHCI%&

M

26365568.00
266905721.00
703208769.00
893115999.00
1062536280.00
1067862265.00
932269695.00
822511897.00
695622872.00
532500619.00
370013362.00
701929763.00
89688308.00
9900570.00
15989368.00

16865666.00

M

-59283682.17

TABLE 16
1990 TAX ALTERNATIVE ONE

e

M

11337997.98

308713792.311 63056718.50

821126187.65
1028639660.16
1173662339.22
1177663612.09
1056722175.05

939857608.90

816731935.87

669056526.681

506668932171
1102871983.661

186066265.671

62186195.861
53690336.511
76669796.621

370667855.65
609666898.11
770072221.351
812962509281
750862651921
690066852.081
611876117.071
500150069.991
397286663151
893160155.211
163006905.631
39206127.531
69960619. 07|
70193262.721

IGC 8182666762.00 9876179609. 3916 708667185.6 11

SO
M

7950.00
77609.00
93055.00
86237.00
80088.00
69372.00
53910.00
61827.001
31956.00!
22062.001
16755.00!
25661.001

2661.001

276.001
357.001
260.001

\ALE &

txtnr'unns
M

16696112.09
162308222.67
196619196.80
176173376.60
167362366.65
165995525.29
112595193, 6L

87163767 7A

66362892.921

65626653.021

29916591.711

67835061.271

2735090.691
6330.531
105.66!
2091.601

JRYE
aMm

22826015.78
199670766.38
220867731.36
201989236.29!
198689963.63!
186123866.681
176663688.611
166311066.921
121867863.561

93618955.631

70727157771
166969873.56 |

19093869.161

2860137.331
3378609.781
6170232.801

STANDAED
nriuicr ions
M

9373639.60
188266312.37
186756667.60
131116693.63

88535178.35
57166337.87
31566763.03
13607855.21
11260025.10

6936209.08

6069718.93

6519836.20

726619.36
106252.06
109630.25

76103, 10](-

606692.0011256996363. 75 11809586566.80 | 7*ill71i?71. O

P



A GOP

LGS

3D TO S10000
S10001 TO $20000
$20001 TO $10000
$H001 10 $HO00
$10001 TO ss0000
$0001 TO SE0LD
$60001 TO $70000
$70001 10 CR3BD
$30001 10 $0000
$90001 10 $100000

j$100001 10315000
B:DOHOCEQID
$200001 1O $300000
$300001 TO $<00000

OMR $900000
TOA

L7234

ro
sun

1121559.10
2103811.85
17557829.82
33319832.35
96576396.5.
5219239%.70
5133197119
50559882. fit
97552399.00
9117375:.99
39910772.79!
86367699.28
+3215119.611
5099887.261
6920925.911
9651122.191

PR ok AR -
sun M sun

290863.63
82871.37
580555.59
2509397.67
6065975.99
9925966.76
15969061.95
12821717.79
12988993.87
11262129.81
9955695.12
2519117210
9985838.79
1263999.60
1726293.98
2673585.32

509039785.601 113293508.73

1100053.68
1597597.30
15370308.90
30665873.03
93760375.07
99639786.82
99033252.05
93639119.16!
96031195.70!
90065377.091
30138556.731
89999382.561
18050322.591
5025835.261
6395697.991
9635230.191
903B92969.071

15931.99
21776.07
169737.89
981976.58
919632.98
1123109.00
1161336.67
Nn3371 .38
1039181.02
857930.61
659129.50
1531095.27
255787.92
36072.26
55017.93
29836.50
9981766.51



A &P

LSS

SO 10 $10000
S10001 O $20000
$20001 10 $30000
$10001 10 $00000
$00001 10 SSOOOO
$00001 10 $60000
$60001 10 $70000
$70001 1O $30000
$30001 10 $90000
$90001 10 $100000
$100001 10 $150000
$150001 O $200000
$200001 10 $100000
$100001 10 $600000
OR $600000
TOA

2925

109

51966 20.16
52762 19.70
19608 16.72
31556 11.78

6721
18133
13563
10071
6961
6660
%7
8M
109
18
o
277182

921
6.77
5.06
176
2.60
176
297
0.12
0.06
0.06
0.01

100

wEl am RO P KREE (SRS ofhds oSS

H KM MEN

9011.87
6560.00
11132.99
22663.32
3367352
61196.56
51397.60
60663.80
69018.31
76618.27
79602.01
88326.38
106910.68
90830.921
168069.521

200886 -.68L

30556.661

MEN

-20309.521
5769.721
15603.351

26169.611
37230131
67687.151
58337.321
69377.551
81061.661
91175.701
108317.011
118813.361
218129.271
387020.321
695280.881
1020136.171
36956.061

NEAVI

3876.26
798.17
7027.57
15670.08
26606.90
32886.691
61397.201
50378.681
60766.181
71829.681
85256.611
111018.771
1910%6 @
359639.25
662613.16
968557.311
25350.651

MZN

2.72
166
176
216
2.56
2.81
297
3.08
317
317
317
3.23
3.10
251
331
3.26
2.26

MEAA

5619.70
3008.83
3690.02
6670.50
5106.00
5005.73
6207.70
6626.58
6588.20
6523.98
6619.66
6019.26
3206.66
58.08
0.98|
28.261
6686.611

MEAN

7801.08
1701.65
6187.70
512559
6296.82
7523.93
9617.57
10660.061
12093.671
11665.201
15177.501
18262.091
22386.371
26056.311
31231571
56356.501
6757.691

oA e

MEAN

6792.25
3599.06
3368.28
6276.52
6572.15
6300.01
5051.93
5086.89
5179.60
5266.90
5316.59
5596.67
5332.37
5636.95
6637.07
5356.03
6117.53



A GOP

5 1O $10000
$10001 1O $20000
$20001 TO$30000
$60001 1O $40000
$40001 TO $50000
$50001 TO $00000
$60001 TO $70000
$70001 TO $30000
$80001 TO $90000
$90001 TO $100000
$100001 TO $150000
$150001 TO $200000
$200001 TO $500000
$500001 TO $400000
OHER $400000

RO-REE
MEN

565.44
50,00
552.90
84553
1476.09
2109.25
215008
3727411
4720.78!
5013221
7491581
10867.961
21354.181
46283.371
50448301
13042057
1832.281

el Yl
|
NEEN NEAI
90.44 376.09
14 28.69
11.01 201.42
63.68 778.16
192.23 1386.84
381.29 1999, 911
659.61 2703.341
M5.351 3586.161
1230.841 4569.761
1617421 575404
2136.421 7325.871
3169.901 10688.861
5845.121 21160.991
11641.691 46108.581
15984.201 50219.431
36129531 13020581 |
423.081 1806.851

B

MEAI

5.46
0.40
3.22
22
2.14
4543
64.03
8359
102.67
12322
140.37
192.66
299.87
33094
517.76
403.20
3H4l



A GOP

1623

(0 TO 010000
(010001 O 020000
(020001 O 000000
(000001 O 040000
(040001 O 330D
3300 TO 060000
060001 TO (070000
(070001 TO 080000 |
(080001 1O 090000
(090001 7O (0100000 |
(0100001 O 01500001
(0150001 1O (2000001
(0200001 O (3000001
(300001 O 04000001
QR (400000 i
TOAL

N RIH

286 105
51193 19.07
51365 19.14
39219114.61

| 183301 6.961
| 141721 5.281 862239297.001 983541884.84

107011 3991

o721 2.821 576125158001 705032371.021.

5231 1%1
Qo 3431
10731 0.40)
1431 0051
4| 0021
7L 0081

1991 TAX ALTERNATIVE ONE

TABLE 17

MODERATE ECONOMIC SCENARIO

MXE 1 SALRY

M

26151717.00
233394604.00
686318284.00

& HFE cfnds o ' oS
IM M M M M

-58930891.94
292786918.06
79911.3086.17

889736838.00 1022530539.62

J 31792111.85 1071210898.00 1181316606.58
| 251071 9.351 1086818833.00 1197238525.45

959615727.00 1087936586.28

734716610.00!

86608396140 |

11872666.66

36408407.86
348699801.46
595998716.60
768577005.95
821357692.71
767582659.23 1
717558041.141
647604945.861
541238140. 721

412975522.001 565674142.951 443513266.891
813480190.0011285842525.1811043039035.461
113944305.001 231801267.081 201633784.261

15670147.001
7005312.001
15733671.001

| 2683931  10018505137113.001

52588873.081
22124906.061
86653603.571

48697808.451
20046225.251
82178076.311

10321334905(7096606274.75)

7702.00
74429.00
90083.00
82853.00
79365.00
6992C.00
55022.00!
43674.001
33882.001
23906.001
16550.001
29707.001

3371001

349.001
142,001
251.001

M

16712452.69
162795057.60
197027867.60
181193279.00
173430339.69
15277211114
120208567.00

95213638.27

73706630.40

51677673.59

35189173.36

58979616.15

4370942.86
15526.73
0.00

0.00

22704079.67
198011904.68
223647139.26
205168826.57
202249836.331
190643103.37
180798508.82
151635463.79
129320745.22
101179027.58

79515744.94
170026835.971

24230939.961

3690737.901

1412280.811

4360327.261

9613825.57
188677056.95
190566584.05
136473268.16

93983364.12
62066212.91
35065388.29
21077462.14
13229483.90

8368573.74

4880433.00

8268831.12

901382.44
134281.32
68730.50
58014.80

611215.00/11323292876. (0 1888595502.141 773432893.01



A GOP

LSS

3 TO 56D
S10001 O $20000
$20001 TO $30000
$30001 TO $40000
$40001 TO $50000
$50001 TO $60000
$60001 TO $70000
$70001 TO SS0000
$30001 1O $90000
$90001 TO $100000
$100001 TO $150000
$150001 TO $200000
$200001 TO $300000
$300001 TO $400000
OHR $400000
TOA

RO
IM

1248321.95
1803531.21
16483892.14
3262682391
46727395.55
52968022.43
52539601.63
52624462.471
50419336.201
44522203491
38%51241.391
100483155.191
22391457.211
6189472.501
'2672200.661
11363725.061

PRFRY ramizar
IM KLY/

336440.56
77499.51
551112.32
2470230.89
6129571.69
9607349.66
12237575.24
13359408.901
13187834.481
12151134.671
11106773.921
29170656.681
6251485.021
1609254.551
682540.481
3153124.201

534014843.001 122081992.871

1228947.03
1315109.02
14413657.781
30030846.131
43930216.391
50252461.961
50199084.121
90633131521
48812744.321
43320563.71 |
38088590.971
98834870.081
22183010.081
6163220.501
2662572.661
11347021.061
513416047.331

IM

15682.10
20885,12
159364.22
479065.61
906520.21
1138590.37
1191246.06
1179198.21
10895%4.71
923B806.81
719824.99
1765045.86
321107.21
48758.54
12789.29
43369.94
10014817.25



ag growp

loss

0 10 £10000
£10001 10 £20000
£20001 10 £10000
£10001 10 £A0000
200 10 CGB3D
(8300 10 £60000
£60001 10 670000
£70001 TO 33D
(8300 10 640000
£90101 TO 6140000
£103001 10 950000
6153001 1O 6200000
£200001 10 6100000
6100001 TO 6400000
OHR £400000

H pcth

286 105
51191119.07
51165119.14
3021911461
31792111.85
25107 9.35
19590 6.96
14172 5281
107011 3,901
Bl 2821
5231 1.95|
9204 343
10731 0401
143 0,051
w1 0021
7L 0011
26361 101

el ame R IGE 18ERE [ efinds TR L oHR

MAN

9253.97

4550111

11161.59
22686.37
33694.35
43287.48
5137129
60841.05
68658.69!
76086.261
79065.641
88183.331
106192.271
109581.451
1592)1.641
199160.391
31689.121

MAI

-20904.89
5746.31
15592.75
26124.95
37213.85
47742.49
58309.39
69471.891
81094.00!
93245.921
108345.941
139735111
216031.001
367754.361
502838.771
1096881061
3841.351

MAI 1
I

4200231
711.201
6788.67 |
15196.681
24)75.171
32714.291
41091.151
50612.091
60515.171
71478.891
84915.411
113124.541
187915.921
3A0544.121
469232.301
1040228.81?
26441.101

MAI

2.73
145
175
211
250
2.78
2.95
3.08
317
316
317
323
314
244
323
318
2.28

MEAI

5913.82
3180.03
™ 584
4620.04
5455.16
6084.84
6435.15
6718.431
6837.831
6824.84]
6737.351
6408.041
4073571
108,581
o.ool
0.o0l
4930.431

MZN 1

8034.00
3867.951
4354,081
5231.361
636166
7593.23
9678.72
107.99.65
12084.92
73362.26
154,151
18473.15
22582421
25809.361
32007.201
55194.021
7036681

MEAI

5009.81
3768.72
4028.64
4435.99
4733.01
4972.06
5250.10
5311.86
537347
5491.19
5564.92
5830.57
5704.95
610170
6871.05
5801.48
404



BULOLDY BRFY o AGEAIT
MEN MAI

NEAI MEAI
A0 COF
991.73 11905 939.87 5.55
9 TO S10000 35.23 151 25.69 091
S10001 TO $20000 32092 1073 260,61 310
$20001 TO $30000 63191 62.99 765.72 ¥z
$30001 TO $90000 19978 — 1280 1331.80 2851
$.0001 TO $50000 2109.69 38266 200153 9%.35
$50001 TO $60000 281261 655.12 2667.32 63.77
$60001 TO $70000 3713271 992.66 357276 83.21
$0001 TO $80000 9711.65 123239 956151 101.82
$80001 TO $90000 5870.851 1600.75 5721.15 12200
$00001 TO $100000 7957.691 2126511 7290971 137.82
$100001 TO $110000 10917.301 310351 107851 191.77
$150001 TO $200000 20868.001 506171 2067382 299.26
$200001 TO $3110000 0283021 11253531 93009.961 30097
$300001 TO $R110000 60731.83! 1512281 60613021 290.67
OFR $900000 193800621 3012971 193633181 598.99

TOA 1980.681 959.861 1912.931 3r.31



N RN

2182 103
68792 18.13
0190 18.65
33076 16.68
32175 11.96
2639 9.67
7.03
53
6.16
299
2.16
39
0.50
0.06
0.01
0.03

1992 TAX ALTERNATIVE ONE

TABLE 18

MODERATE ECONOMIC SCENARIO

vEl e RGP KGE SBIRR  o8hds | ol

M

25603313.00
223076635.00
676856501.00
838895639.00

1106861969.00

1115560797.00 1217226966.021

972929669.00
880193766.00
765860663.00
611609955.00
655260282.00
956129683.00
166765672.00
16226039.00
6277365.00
18159817.00

100 8862002930.00

IM

-59702639.05
278533905.75
781699606.62
1015967865.12
1198668661.06

1100596817.88

1006003263511
901551955.071
769701163.291
625050219,331

IM

1009396191

31083567.611
330065603.10
583680017.10
775128730.30
830692206.51
772178558.60
730736658.78
669986616.85
571757051781
687669380.691

1696756712.251 12085261 30.921

297067618661
62192676.871
13337617.961
82022576.161

257916997.061
57616008.261
12565061.781
77763067.261

107666D2565| 7607193165.22|

IM

7712.00
71311.001
87589.00
80968.00
78926.00
70076.@
56889.00
66089.00
35168.00
25269.001
18361.001
36613.001

6366.001

669.001
99.001
307.001

M |

17536219.66|
163121893.201
200352555.201
185153768.801
180605355.601
160127626.801
125629676.701
100552676.681
80067865.521
57239380.771
60968603.671
72067216361
6367180.721
65081681
0.001

0.001

M

23117590.28
196687788.19
223917120.72
207987386.91
205316610.90
196026120.63
183563176.65
156266966.871
135665269.78
109355337.091

88026673.89!
197215927.20|

30778660.881

6302086.961
>27776.161
6151506.901

M

10112763.75
187726315.76
196515019.66
162916361.15

99733008.05

66688532.03

38363622.91

23516550.80

16968299.33

9596233.60
6262568.00
10237601.20
1286368.80
156616.60
28720.00
60616.00

616150. (0|1 390273605.02| 1960679975.81 | 806106310.66



AQ GOP

IC8S

3O TO S10000
S10001 TO $20000
S20001 O $30000
$30001 TO $40000
$40001 O $50000
$60001 TO $60000
$60001 TO $70000
$70001 TO $80000
$30001 TO $90000
$90001 O $100000
$100001 TO $150000
$150001 TO $200000
$200001 TO S300000
$300001 7O $400000
OBR $400000
TOA

ROHAUIE

1006130.99
157392141
15551262.60
320052%.10
47A06690.51
53954081.29
53039713.49
53737940.83
52059122.92
47051820.451
42788261.78
116144188.561
26629787.751
7271097.181
1607227.06 1
10657644.751
564484177.661

Ry

sun

264357.35
81549.18
526845.25
2464903.66
6392973.55
9857918.06
12341596.26
13691359.24
13655790.97
12810880.39
12229517.33
33925776.35

I-(]I E 1ﬁ%§ﬂ"
sun

9B6855.24|
1144593.691
13579747.871
29463562.131
44602724361
51230445.421
50699615.301
51721442571
50390910.901
45782613451
41835630011
114225631901

7893321931  26362116.151

1884779.621
434075.851

7238337.181
1600731061

* 2055438001 10639104.751
131411102.981 543504062.071

14170.60
19037.82
156952.81
474819.44
955696.73
1178149.87
1200190.35
1216923.63
1141236.66
982041.83
808184.41
2060851.25
409236.62
59240.02
8611.26
59705.05
10745248.36



A RP

loss

0 10 G000
S10001 TO S20000
S20001 TO $30000
630001 O $60000
$I001 TO $0000
$60001 TO SE0000
$63001 TO $70000
$70001 TO $30000
$30001 TO $70000
$70001 TO $100000
$100001 TO $160000
$160001 TO $200000
$00001 TO STA00
$600001 TO $600000
QG $600000
TOAL

I RCIN

72 103
68772118.13
6017011866
33776116.68
32176111.76
6% 7.67
18708 7.03
1658 5.3
111651 616
8037 277
5768 2.16
1078 377
13571 050
1M 006

28 001

85 0.03
2671271 10D

vElsAr HE K

MAI

7203.20
6571.75
13685.88
22806.23
36600.68
63776.16
51655.78
60670.66
68726.02
76055.67
78728.621
87126.671
106665.771
75635.521
152763.061
213666.711
32728.661

MEAI

-21516.66
5735.52
15611.82
26120.781
37302.73
67822.53
58278.8?
67661 .38
81038.38
73607.07
108602761
137386.061
218700.101

. 365838.071

676363.501
766771.661
60085.701

MAI

3628.30
637.06
6575.72
16775.37
26071.03
32588.77
60838.72
50385.17
60120.66
T1122.71
86563.93
112651.58
190062.66
338905.93
668751691
916626.321
27522.861

gpnas  efnds AR oS
MEN MAI MEAI MEN

2.77
166
175
2.08
2.65
2.75
2.90
306
3.16
316
3.18
3.23
3.20|
2.66|
3561
3611
2.28|

6302.76
3363.21
3791.88
6750.661
5607.00
6283.65
6633.67
6733.22
7183.06
712021
7099.271
6301 .571
6677.511
270.681
0.00l
o.ool
5165.831

8309.70
6027.05
6661.3?
5336.29
6381.25
7613.57
7708.23
10776.66
12156.10
13603.10
15260.87
18383.2?
22681.60
25306.381
25792.011
68861.261
7285.281

53v5.76
3931.60
6176.68
6575.67
6877.87
5128.31
5655.03
5521.61
5630.26
5698.68
579%.26
6072.12
598311
6266.58
7180.00
6061.60
6688.90



A GOP

S 10 SC0D
SI10001 70 $20000
$20001 O $70000
$70001 TO $$H0000
$$0001 10 $00000
$50001 O $50000
$60001 TO $70000
$70001 1O $80000
$30001 TO $90000
$90001 TO $100000
$100001 TO $150000
$150001 TO $200000
$200001 (O $700000
$700001 TO $$00000
OBR $$00000

oHE

MAN

761.66
72.26
700.85
821.15
1$77.$0
2117.17
2806.151
7706.701
$671. $91
5852. 9%
7%ia.211
10826.271
21097.871
$2771.161
57$00.971
12578%.291
2097.%5!

BRFY ity MR I
MEAI MEEN MR

95,02
167
1050
67.2%
198,69
786.371
2721
9%3$. 0%l
1225791
1597501
212024
7162.761
5816.79
11066, 9L
15502711
7$769.86 |
$88.28

35$.77
27.%6
270.5/
7559
1786.25
2010.30
2661.38
3566.26!
$621,801
565,061
7253.061
10687.$31
20000.601
$2578.35)
57168.971
125165.99
2019.$9|

5.09
0.39
313
12 18
2071
$6.23
63 8
83.91
102.$1
122.16
130.12
192.10
30057
3%8.$7
307 55
702.$1
30.93



Liability to Collections

The projected time pattern generated from 1970 - 1979 accounting
data can be wused to translate the projected tax year collections
presented 1n the tables below Into gross receipts (col. 2), refunds (col.
3), and net receipts (col. 4) by quarter and fiscal year. The U. S.
Consumer Price Index (col. 5) 1s used to deflate or Inflate the net
receipts 1n nominal dollars to real 1986 dollars (col. 6) so we can
compare estimated 1988 through 1992 projected fiscal year collections to
actual collections from 1975 through 1979.

TABLE 1?
LIABILITY TO COLLECTIONS
TAX ALTERNATIVE ONE
NODERATE ECONOMIC SCENARIO

6ROSS NET NET REC
FY/Q RECEIPTS REFUNDS RECEIPTS  CPI 486
(4a noa) (da nod) (4a no/ (a real)
86 325.98
38/1 0 4 @)
12 P ) @)
13 3 @)
/4 487 4% 482
TOTAL 489 49 17l 338.66 476
89/1 4116 B au
© 4153 2 450
13 4149 46 413
/4 4128 436 492
TOTAL 4545 460 4486 35417 4447
90/1 4126 %6 4120
© 467 2 4165
13 4162 20 442
) 4 4136 444 493

TOTAL 4592 472 4520 370.39 4457

91/1 4134 45 4129

12 4176 R a7

Vel 4172 416 4156

n 4145 435 4110
TOTAL 4627 457 4570 387.35 4480
92/1 4142 45 4137

2 4187 p 485

Vel 4182 415 4167"

/4 4147 24 413

TOTAL 4657 455 4602  405.09 4485



ALTERNATIVE TWO; LIMITED BRACKETS/ FEDERAL TAX BASE

This alternative 1s piggybacked to the federal law for most of Its

tax base elements.

Relationship to Federal Law

The following chart taken from the Price Waterhouse Guide to the
New Tax Law(14) provides a convenient framework for discussing a tax
structure which 1s similar 1n construction to the new federal law.

FEDERAL LAW
CHANGES AT A GLANCE

Old Law

Fifteen brackets, ranging up
to 50 percent

Taxpayers may use Income-
averaging

Two-earner deduction 1s
available to working couples

Taxpayers may exclude $100 of
dividend Income from taxation

State Structure

New Law

1987;
Five brackets, ranging up to 38.5
percent

1988
Two brackets, 15 and 28 percent

Income averaging 1s no longer
allowed

Two-earner deduction 1s eliminated

Dividend exclusion is no longer
permi tted

A state law might be structured as follows:

1. Adopt new federal rules to derive the taxable Income base;

2. Divide taxable Income

Into a small number (2 or 3) of brackes

according to some objective criteria or adopt the Federal brackets.

3. Specify state tax rates for each of the chosen brackets with income
1n the higher bracket(s) being taxed at a higher rate.

The details except for the

similar to the previous case.

limited number of brackets and rates are

_( %)_



The federal law has changed dramatically since the Alaska
Individual Income tax was In effect. This proposal assumes that the
changes adopted by the federal government will be referenced 1n Alaska
Statute much as they were 1n 1978-1979. This will result 1n the
expansion of the tax base through the Inclusion of more Items 1n Income,
a decrease 1n both exclusions and Itemized deductions from Income, and an
Increase 1n standard deductions and the value of exemptions, resulting 1n
lower taxable Income 1n the lower part of the Income distribution and
higher taxable Income 1n the upper part of the Income distribution. The
specifics of the changes resulting from tax reform at the federal level
are available 1n a number of publications and we will not attempt to
discuss those here. The provisions of the new law that we assume would
be effective for this proposal are summarized below.

Income Inclusions and Exclusions

Included as total |Income are wages, salaries, tips, Interest
Income, dividends, Income tax refunds, alimony received, business Income,
capital gains, pensions, IRA and annuity distributions, rents, royalties,
partnership, estates, trusts, farm Income, unemployment insurance (which
we are unable to include 1n our model), social security benefits and
other Income. The new Federal law eliminates the $100 - $200 exclusion
of dividend Income and treats the full amountof capital gain as ordinary
Income. The Alaska Permanent Fund Dividend 1s included as Income.

New restrictions are now Included in the Federal law which define
passive and active participation 1n ventures and set limits for higher

Income taxpayers on offsetting losses of any kind. Passive losses cannot
be used to offset other Income except for $25,000 1n participatory rental

losses. (Passive losses occur particularly 1n some partnership and
rental activities.)

Income Adjustments

Under the new Federal 1law, only the Keogh plan contributions,
savings withdrawal epenalties and alimony paid adjustments from Income
remain. Eliminated 1is the Two Earner adjustment; while the IRA
adjustment 1s phased ""ut at higher income levels or eliminated 1f the
employer covers the rl. oyee with a retirement plan. The moving expense
and employee busines: :nse adjustment are now deductions.



Treatment of the Alaska Permanent Fund Dividend

All of the alternatives presented Ir.clude the Alaska Permanent Fund
Dividend as taxable Income, The 1989 low case Table 20 Indicates a loss
of $Ib million 1f the PFD were not taxable ($393.9 million with PFD
Included - $377.9 million with PFD excluded). The taxable Income
presented 1n the tables 1s with PFD not taxable. Children and other
persons not required to file will not pay tax on the PFD. The estimates
of the PFD are as follows:

1988 $750
1989 $800
T990 $800
1991 $800
1992 $800

These are rounded values from the December 1986 Long Run Fiscal Model of
the Department of Revenue.(15)

Nonresident Apportionment

As was done in the 1978 Alaska Individual 1income tax, nonresident
workers  apportiontheir |Income by source state 1n this proposal. The
apportionment ratiols obtained by dividing Alaskaadjusted gross Income
(Income earned 1nthis state orattributable to Investments 1n this
state) by total adjusted gross Income. The ratio obtained 1s used to
adjust exemptions and standard deduction. Itemized deductions are
apportioned to Alaska based on the expenditure location, property site or
source of Income to pay the expenditure.

Standard Deduction

The following."sjtandard_ deductions are_assumed .o be adopted from the
Federal Code and are Indexed yearly, .for Inflation.

Filing Standard Add*nl for Blindness/
Status Deduction Age Exemption

Single $3,000 $750 per Exemption
Married Filing Joint $5,000 $600 per Exemption
Harried Filing Sep $2,500 $600 per Exemption
Head of Household $4,400 $750 per Exemption

Itemized Deductions

Those with greater than the standard deduction can Itemize
deductions on state returns as done on the Federal return. Alaska Income
taxes cannot be deducted for Alaska tax although they can for Federal
income tax. Medical expenses 1n excess of 7.5 percent of adjusted gross
Income are deductible. Sales taxes are not deductible butproperty taxes
are. Home mortgage Interest (for primary and secondary residences) 1s
still deductible, but consumer Interest 1s phased out and other mortgage
Interest 1s no longer deductible. Union and professional dues, tax
return preparation fees, employee business expenses are also deductible,
but must total more that two percent of adjusted gross Income. Moving
expenses are deductible.

-< 68 »-



Personal Exemptions

Exemptions are available for the taxpayer, spouse, dependents and
for certain debilitating conditions. They are worth $1,350 each 1n 1988,
$2,000 1n 1989 and are Indexed for Inflation thereafter. For higher
Income taxpayers, the value of these exemptions 1s vreduced by five
percent of taxable Income 1f taxable Income 1s greater than the threshold
amount (which 1s Indexed yearly for Inflation).

F1lling Income

Status Threshold
Single $89,560
Married Filing Joint $149,200
Married F1l"g Separately $113,300
Head of Household $123,790

Tax Credits

We have not Included any tax credits 1n these proposals. Summaries
of the major tax credits effective 1n Alaska and profiles of the
taxpayers and amounts credited have been published previously and are
available from this office.(i6)

Tax Rates

The rates and rate groups assumed to be 1n place for this proposal
are presented below. These rates are a set that make the alternative
revenue neutral compared to the Tfirst alternative and the last
alternative, for the first year (1988) only. That 1s, all three
proposals are constructed to raise approximately the same revenue.

SINGLE
TAXABLE [INCOME LEVEL SEPARATE
$0-$25,000 6. 5.
$25,000 & MORE 11.554
HOUSEHOLD HEAD
TAXABLE INCOME LEVEL JOINT
$0-$50,000 6.5.
$50,000 & MORE 11.5%
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ISSUES
Economic Efficiency

As 1n the first case 1t 1s difficult to make precise
statements about efficiency of a limited bracket tax. It obviously will
entail costs as Individuals and Dbusinesses makeadjustments. The
difficult question 1s what extra additional adjustments would be made
with a state Income tax. One could possibly argue that this would be a
good time to Impose a state tax. Individuals and businesses are 1n the
process of adjusting to new federal rules and could more readily modify
their decisions than would be the case 1f the state waits several years

to relmpose a tax.

Income Elasticity

The Tlimited number of brackets would probably cause this type
of tax to be less revenue elastic than the first case. Under a system
with narrower brackets and more numerous rates real or Inflation driven
Increases 1n Income can easily push returns into higher brackets with
largermarginal rates. Conversely with rates that apply to broader
Income ranges 1t seems that bracket creep would be less of a phenomenon.

Equity

One possible disadvantage of this type of  structure 1s that
those at the lower end of each bracke4 are taxed at the same nominal rate
as those at the upper end. The tax 1s still progressive 1n nature across
brackets. It 1s progressive to a lesser extent within brackets given
that the personal exemption excludes a larger proportion of the lower
Income from the tax.

Changes 1n tax laws have 1implications for horizontal equity
In that Individuals make commitments based on existing tax laws which are
difficult or Impossible to ,"everse. When the law changes this can reduce
welfare. An example 1s the reduced deduction for personal Interest
expenses under the new federal law. Persons who entered installment
purchase agreements .prior to the change are going to be adversely

affected.

Administration and Compliance

Comments made on the first tax structure also apply to this
case. Compliance costs could be reduced from the first case since this
structure 1s simply a scaled down version of the new federal system.
Brackets could be made Identical and this could simplify the preparation
of returns.



Nonrejldent Taxpayers

This alternative captures the nonresident worker 1n the tax
base fairly effectively. Alaskan employers submit payroll taxes
regardless of the residence of the worker. The potential for avoiding
estimated payments remains but 1s no worse or better for this alternative
than any other. The apportionment of nonresident (or part year resident)
Income seems fair and 1s generally consistent with practice 1n other

states.
Intergovernmental Effects

AlIl state Income taxes are deductible from Federal income.
This causes a leakage of tax from the federal government to the State.
The 1988 low case Table 20 below shows that for every dollar of Alaska
tax paid, the taxpayer pays only 80* while the Federal government leaks
20* of 1t to the State ($79.5 million in Federal Ileakage / $393.9 million
in State tax liability).

On the other hand, the deductibility from Income taxes of
property taxes (generally levied at the locah government level), erodes
the tax base of the State. The estimated leakage of tax from the State
to local government estimated under this alternative 1s presented 1n the
tables below. The 1988 1low case Table 20 Indicates a leakage from
municipal property taxes of $6.4 million.

Inflation Effects

Inflation adjustments are present in the exemption, deduction,
and Income limit amounts of this tax alternative. Inflation adjustment
to the tax brackets 1n the rate structure will also help to prevent
bracket creep, where taxpayers who may be no better off 1n any real sense
(their Income, after adjustment for inflation, is no greater) may have to
pay greater portions 1n tax. As noted, the wider brackets make bracket
creep less likely, but without Indexing of any amounts expressed in
dollar terms, Inflation remains a concern.
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966868535.811
153190560321

27081756.161

53161612.121
100867567.871

vE1AR RS R

sun

11333631.23
3566166115
309927139.65
520665780.66
680127666.79
733981817.95
663039986.61
605656012.30
532791585.96
663325723.96
350006028.77
785156760.35
133381755.71
2521221163
68768186.36
95267686.78

2320681  10017263137973.0018692281137.1115973859191.81

SWE 1o oS oW

7222.00

16955107.50

67616.001 160990635.67
81796.001 171067780.80
76962.001 156725679.60
72668.001 151780933.36
66267.001 136250681.18

68500.00
37315.00
28093.00
19739.00
13165.00
22506.00
2237.00
198.00
372.00
312.00

101311016.69
77766208.92
58339638.05
60637328.28
26701728.73
61902973.58

2613360.31
9600.75
2370.19
2091.60

560706.0011118856916.97

21076660.66  8683328.06
168623006.081 158676657.30
188890866.23  159317118.76
176661883.02 113826028.76
175199567.69  79165967.52
166763279.85  51893937.69
155089373.02  28052083.90
127316681.16  1639%6765.37
106166096.661  9759696.30

83688960.271  6193680.68

61966092.36!  3612900.33
127330108681  5737862.56

16365853281  5616S57.76

1756763781 67173.20
6237655581 72153.50
5656166.191 73015.70

1585253567.671 6416'.57f15.17]



A GOP

loss

30 10 90000
S10001 TO S20000
$20001 TO 830D
8300 TO $40000
$40001 TO 830D
8000 1O $60000
$60001 TO $70000
$70001 TO $30000
$B0001 TO $90000
$00001 TO $100000
$100001 TO $150000
$150001 TO $200000
$200001 TO $6500000
$600001 TO $400000
OFR $400000
TOAL

BORE

979376.38 ¢

3194810.41
2066132686
36134707.09
A4T10087.17
4652708) .87
41818057.52
30453490.26
37511806.94
33613074.03
27878020.81
6737172594
12079913.30

1747435.14
5287819.24
9341921.02

430311643.9

PRI 1

sun |

252567.04}
76204.66.
667333.041
2504426.431
5562748.901
8280929.741
9738912.281
10040030.451
9915432.481
9237383371
8141973.681
19921207.821
3383405.011
468833.741
. 1404220.391
2615737.891
92301446.891

724
Il
Sul

., SE0ToR56
231131550
200477121
33697112.96
42706914.26
44725800.30
40380361.70
38019166.95
36184081.85
32607070.06
27202004.64
66221059.54
11968795.70

1737637.141
5268020.841
9326069.421
413409974.631

T R,

12628.02
26252.62
192979.90
430943.18
631522.73
718932.01
698390.70
821172.09
876826.09
749865.10
48547.11
1173940.48
171088.77
16742.36
45525.68
37472.70
715282954



UE 1 ARY

N RIM MOAN

A &P
1G5 262 113
3 10 010000 4% 19.52

SI0001 TOS20000  448% 1934
020001 TO 030000  33%S 14.63
(030001 TO 040000 27907 12.03

040001 TO CRID | 22315
SO00 O SSAD | 16087
SRO00L TO 070000 ! 11938
S0l Ty CROD | 8778
SO0 TO00000 | 6192
090001 TO 0100000 1 4132
0100001 OSSO0 6582
0150001 TO Q2000001 709
0200001 TOC000L 7
0300001 TOO400000L 110
OFR 0400000 i 10

IOAL 1232068 100

9.62
6.93
5.14
3.78
2.67
178
3.00
031
0.03
0.05
0.04

9735.36
4623.22
13520.14
22844.64
34276.88
43863.26
51499.68
60715.711
68880.29!
76208.041
79479.151
87678.241
109206.011
102293.861
159264.851
189182571
31211.271

IS G SRS 106
MAL ! MA ] MR MAL 1
-20990.711 4322401 2.75 5703.70
5778,601 782.801 1491 3112.651
15611.831 6903.671 1821 3810571
2213991 15332641 221 4615281
T A1 2.60 5438,811
47773231 32891861 2.88 6016.151
58301341 41215891 301 6207.601
6O348.991 50716541 3.13 6514.171
81005161  60696.241 3.20 6646.121
9B23971 71596531 3.19 6562.881
107650071 84706.201 3.18 6462.181
138827131 112039.401 3.24 6027.471
216065651 188126501 3.16 3403871
2807041 319141921 251 121531
483287.381 443165331 331 21551
101866230 952474851 312 20921
375384) | 25741851 2.33 4821.251

MAI

8038.39
3722.69
4207.58
5142.88
6277.98
7472.25
9696.61
10664.64
12094.57
13483.36
14996.15
18316.90
23083.011
22237.261
38522.321
54561.64 1
6830.991

| GMEs | iR

1S
MAI

4828.30
3619.63
3881.24
4313.39
4594.03
4786 .82
5092.05
513138
5193.98
5280.21
5320.91
5597.91
5506.45
5896.65
6559.41
5616.59
414931



A GOP

loss

0 TO Cl000
91000) TO $20000
$20001 TO $30000
$30001 TO $$0000 1
$R0001 TO BIOD
300 TO $60000
$60001 TO $70000
$70001 TO 830D
8300 TO $0000
$20001 TO $100000
$100001 TO $150000
$150001 TO $200000
$200001 TO $300000
$300001 TO $H0000
OR $H0000
TOAL

fi:Sp vl
MEAI

37352
7053
508$.79
106$.10
1602.1%
2085.01
2509.$9
330$.87
$273.901
528.57)
67$5.86
990,981
17087.961
22119.$3
$8071.081
9301921 |
185$.251

LITY V\H@R—

EQR_W I IIC]II
MEA

9%.33 366.05
1.68 51.03
19.86 $57.61
76.%0 992.32
199.331 1530.33
371.09 200$.29
605.39 2510.12
adi. 318%.72
1120.58 $122.13
1$91.83 5266.00
1970.$7 6583.25
2865.5% 9525.$7
$772.08 16831.2%
» 5935.2% 21995911
32765.691 $7891.101
26157.381 93260.691
07731 178192

$.82
0.58
$.30
12.69
22.63
3222
$3. %1
68.79
99.89
121.10
132.76
168.86
29131
211.93
$13.87
37$.73
30.82



A GOP

LGS

@ TO G000
S10001 10 $20000
$20001 TO $30000
$30001 TO $.0000
$=(001 TO $30000
S000 1O $60000
$60001 TO $70000
$70001 TO $30000
$30001 TO $90000

$90001 TO $100000 1 5616
$100001 TO $1500001 7982
$150001 TO $2000001
$200001 TO$3000001 A
$300001 TO$5000001 9

OR $500000
TOA-

N FRCIN

2519 107
5107 1855
5252 18.75
296 1553
27258 12.00
21853 9621

| 16106 7.091

| 1229 5511

| 97 5061

1 6% 2901

1991

3521

0501

0.051

0.05|

1 & 006l

1227060

a7

TABLE 23

1991 TAX ALTERNATIVE TWO
LONV ECONOMIC SCENARIO

wE | s RS KO

M

22722616.00
193833385.00
573637888.00
751855580.00
933776569.00
956258557.00
828050505.00
756753953.00
635759096.00
505355180.00
358621582.00
707583865.00

95826032.00

8526371.00

15571967.00

18777337.00

sun

-58966507.55
251699360.09
663765627.55
861515298.61
1016521637.12
1052692581.52
938350265.57
851055079.56
7557192375.32
613002695.62
589577935.00
1107770863.76
202528533.36
35585305.75
5555139175
81885809.63

M

9697792.17
29806371.811
285202355.27
597522399.55
658895697.52
713251850.92
660757128.361
619550356.651
556753370.831
569110985.061
383977350.951
898085567.761
176850529.201
32259030.011
51317990.671
78165222.521

10017359775161.00 8885917250.63 6111062758.121

M

6665.00
62257.00
76780.00
7127100
69952.00
61808.00L
570990.00L
38192.001
29335.001
20956.00)
15563001
25739.001

ptwnde dfiffde TG
IM M IM

1596891565
136176587.00
167937635.00
1558850600
151728571991
135056358,551
109850239.501

83306535.051

63852393.501

55300622.991

30759375.321

51258256.521

r195001 3572277.851

211.001
306.001
259,001

6936.161
3398.361
o.ool

19575019.26
163915328.15
18551132571
173732250.71
172656130.28
165878703.87
156683092.18
131753600.07
111702118.27

89252122.52

68386060.98
196995075.28

20661826.31

2118138.57
3078502.71
3599087.11

528567.0011155166089.221 1615338128.97

8189153.56
155532229.09
158306521.37
115890927.75

81090530.83
55379153.88
30506753.85
18235957.05
11195935.36

7095186.65

5302698.59

7255195.80

805320.92
87358.32
89206.50
59956.20

652769855.55



A &P

80 10 $10000
$10001 TO $20000
$20001 TO $30000
$30001 TO $40000
$40001 TO $30000
000 TO $KAD
$60001 TO $70000
$70001 TO $60000
$30001 O $90000
$90001 TO $100000
$100001 TO $150000
$150001 O $200000
$200001 O $300000
$300001 O $400000
O/IR $400000

B
M

779018.17
2723817.51
20866072.63
34475269.53
43140127.20
44875887.18
41334688.23!
40076977.221
30042773.801
35479130.581
30710209.651
76847109.301
16232508.771
1995882.421
4276015.041
7083086.301
439933573 541

RN otk MICHLI—
SM KLY/ SM

195788,69
65986.97
616826.03
2462403,14
5400102.47
7922080.81
9500165.491
10197474331
10307669.011
9749151561
8308062511
20784437.921
4560646,051
500809.86]
1158281621
1948666,141
96371752501

761225.61
1949083.01
18498297.84
32147589.70
41229857.96
43158242.01
39926244.68
38634482.59
37657340.94
34412118.54
29968645.48
75525106.50
16086559.97
1986323.62
4259979.44!
7070013.10

11333.70
2525831
180513.13
407991.63
602692.90
700366.15
684434.11
824778.37
907148.12
800547.78
597150.97
1351866.79
213988.56
1514854
35655.37
37619.61

42327201 1.0 7396494.04



A ROP

1CCS

® tO &0000
010001 IO (20000
(020001 10 (30000
(030001 7O 000000
ceocooi 0 0S0000
(8300 10 060000
(060001 10 070000
070001 TO GR330D
G83030 10 090000
090001 1O 0100000

H R

219 107
9210711855
02552118791
32999|19.53|
27298112.00
21833 9.62
116108 7.09
12292 591
I 227 9.06
1 685 290
| %161 1.99

0100001 TO S1500001 7821 3524
0130001 TO (02000001 9171 0.901
(0200001 O S3000001 a1 0091
(0300001 TO 09000001 911 0091

OAR 0900000
TOA-

1 &1 009
227050, loot

UKEt ARY
MEAI

9393.39
9603.35
13980.87
227817.69
39269.55
93778.26
51918.93
60750.81
68792.58
76590.00
79911.31
1183979
109999.99
93696.381
159032.601
2891 911
32370.731

f
MEN
-20289.39
5765.59
15631.26
26162.92
37359.71
97788.28
58399.231
69338.09
80950.00
93296.53
108957.67
138853.20
220750.85
378959.39
989965.89
998607.93
39219.301

T 1
MEAN 1

9009.011
707.871
6702.991
15079.181
20181931
32653.111
91030.00)
50393.781
60330.59-1
71230331
'85025.981
112513.801
192857.611
350380.951
950093.851
9532231
26915.051

SbioE (e ofMide

MEAN

2.75
198
180
216
2.55
2.83
2.98
3.1t
3.18!
3181
3201
3221
3161
2321
3361
3161
2331

MEAN

5981.36
3239.06
3996.69
9729.65
5568.93
6183.05
6510.95
6777.301
6920.171
6880.73!
6811201
6921.731
38%.611
76.221
37.391
o.ool
5039.271

MEAN

8091.78
3880.95
9357.29
5265.57
6336.97
7599.19
9729.95
10718.65
12106.01
13552.33
15193.01
18396.91
22531.98
23276.25
33828.60
93902.28
7110.06

MEAN

5058.15
3778.68
9097.72
9970.58
97%9.25
9978.86
5287.21
5397.79
5927.02
5503.69
5696.59
5888.96
5786.98
5823.22
6371.89
5999.65
9339.59



A P

LGB

3 TC SI0000
910001 10 520000
520001 10 530000
530001 10 830D
8300 10 SO
030 10 S80000
560001 10 570000
(070001 §0 Seood0
8300 10 SB000
8300 10 0100000
SI00001 10 SIS303D
SI1S0001 10 5200000
(0200001 10 5300000
$300001 TO $600000
over (0s00000
101A

BoAMF
MEAI

322.3
65.69
690.37
10SS.9
188375
2058.57
2566.73
3260.9
6231.36

5387.871

6800. 311

9627.551
17701751
21932.77|
$6989.18|
86379.101

1937,631

=J-0-Vr -

IAXUADUTY

R

MEAI

80. 6
157
IS. 30
75.63
19851
362.69
59%6.07
829.60
1117.12
158051
1969.231
' 2855331
P73.561
3.9 |
12728371
23765.221
626.651

nana £

MAI

316.69
6.31
636.72
976.35
1513.13
1975.86
2679.28
3163.06
6081.21
5225.83
6636.101
9661.931
17562.601
21827.731
66812.961
86219.671
1866.221

T

6.69
0.60
6.26
12.37
2212
32.06
62.50
67.10
%831
12157
132.23
169.36
233.36
166.67
301.82
658.78
32.58



Aa P

toss

10 S1000
S10001 10 $20000
$20001 TO $10000
$10001 TO $30000
$90001 10 330D
$50001 TO $60000
@000L O $70000
$70001 TO $30000
000 TO $90000
$90001 1O $100000
$100001 O S1S0000
S10001 7O $200000
$200001 1O $100000
$100001 TO $300000
OFR $900000
tomn

1 RCH

260 101
109 17.15
19601 18.09
SISI9 19.15
26099111.89
2125 9.70
16086 7.11
12021 566
o0l 9.16
w8l 1.20
BBl 2.22
9% 9.26
11711 051

191] 0.07

171 0.02

89 0.09

TABLE 24
1992 TAX ALTERNATIVE T™WO

LOW ECONOMIC SCENARIO

weisw PP KOE 1SHIRE o8NS | RN

M

21510055.06
171929969.00
511957697.00
.715991887.00
889916551.00

M

-08921117.11
218101755.25
618621108.98
822699758.59
969951666.68

925620150.0011017112968.21
829716111.001 915551951.61
752196129.001 862919791,02
657911971001 771528676.15
516161709.001 655821705.91

185216018.00!

526111960.95

815105299.0011109899122.58
126191782.001 258167717.96
11819587.001  50797706,62
5966911.001  17275559.88
16066922.001  77910098.11

IM

8119197.25
21788122.161
257917918.971
967019651.20
620719000.89
690269912.17
659909197.90
629615880.111
573970189.911
500397230.321
5096809953.111
1055918619.101
220999628.731
970983251.321
16280573.601
73190582.271

2195801 100 7905811671.00 1906019171075 6296913228.991

IM

6310.00
56979.00
70168.00
66919.00
65259.00
59916.001
97366.001
38291001
30529.001
22260.001
15613.001
30255.001

3716.001

378.001
110.001
275.001

M !

19389199.991
129185397.201
160509956.001
153092727.601
199178971.201
135751966.361
108233956.201

87197159.611

69529885.521

50997780.07|

39820123.271

63751)56.711

5901653.061
23787.091
o0.0ol

o.0ol

M

18863529.79
155179388.06
179307812.29
170561026.02
16921025167
163329196.611
157095079.171
133696562.591
116622587.601

05256782.391

79625087.751
171695717.991

26731036.171

3532868.261
939781.281
9699666.061

o
IM

8119293.02
197771688.19
155171903.87
117073787.9

81851799.25
56699376.20
32668999.51
20033019.25
12781926.80

8289696.80

5192120.00

8996936.00

1093990.00

131999.90
97270.00
65788.00

513353.001 1161612157.311169123631 3.68 | 655939883.73
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AQ GOP

toss

3O 10 S10000
S10001 10 S20000
520001 TO 830D
8300 10 330D
00 TO D
8000 10 $60000
300 TO SA000
;70001 TO sooooo
8300 TO >90000
0001 TO S100000
S100001 TO 9300
SISN001 O $200000
S200001 TO SI300D
6300001 10 SS330D
OvR 330000
TOAL

vEt sl TR T SEMEE

H retd

265 103
3R092/17.35
30603118.C
31516/16.35|
26000111 89
212051 9. 70)
1680861 7.311
126221 5,661

9565| 6.361
T8l 3201
68661 2.221
96| 6.261
11711 0531
1631 0.07]
37 002
&1 0.061

2196861 1001

MAN

9500.91
6552.781
13619.631
22702.351
33887.761
63666.561
51366.98
60569.66
68790.62
7631811
79166.82!
89356.301
107892.21
96765.361
161267.921
191266.931
33726.551

MAI

-21656.09
5750.26
15652.98
26162.221
37219.9%61
67816.66!
58360.701
69515.961
81006.251
93662.121
108206.001
139680.961
220638.531
355228.721
666906.891
927500.581
61366.551

Mam

3586.08

626.50

6513.08
16819.911
23783.821

3616.611

60757.611
50286.651
59961.331
71193.601
86217.931
112927.311
191711.891
328973791
660015.501
870721,221
28668.851

MA

2.80|
1681
1771
2121
2.50]
2791
2951
3.08|
3191
3171
3211
3.26|
3171
2.66]
2971
3271
2.36|

6353.66
3391.60
6052.96
6856.36
5715.89!
6376.921
6761.031
7031.651
7269.661
7178.111
7155.801
6821.221
6616.561
201311
0.00l
0.00l
5290.061

8331.95
6073.67
6527.63
5612.23
6633.601
7660.861
9786.201
10762.801
12198911
13553.90)
15336.021
18365.601
20807531
26705.371
25399601
55203661
7676.301

'olhds diiRs TR
I NA MEN MEAN

5336.81
3968.89
6226.50
6666.13
6953.21
5198.93
5198.91
5567.66
5658.22
5768.71
5863.31
6105.62
6177.63
6261.66
6752.86
5980.73
6557.79



%L%ME mﬂw Wlﬁﬁillw ’\wl.
MOWN MAI NAI

HAI
A P y
1086 295.69 79.65 288.85 9.55
$ TOSIL0 57.59 150 90.70 0.53
$10001 TO $20000 976.08 1371 921.92 9.07
$20001 TO $10003 1027.52 731 958.10 12.07
$30001 TO $<0000 1556.62 19.17 1987.99 21.98
$$0001 TO $50000 2032.08 355.9 1955151 30.75
$50001 TO $60000 2530211 588.23 2053.321 92.07
$60031 TO $70000 3232.691 829.98 3117.681 66.11
$70001 10 CB3BD 9173.991 110361 9025.57 | 97.%0
$30001 O $90000 5339.581 1961.79 5173891 121.32
$90001 TO $100000 6739.001 1952.99 6569.561 13037
$100001 TO $150000 9790.391 2900.31 9573721 168.75
$150001 TO $200000 17865.631 9998.97 17702.961 230.62
$200001 O $300000 26008.571 e398.35 25876.681 206.53
$300001 O $900000 93592.761 12191.97 93377.901 193.63
OW@R $300000 79759.081 21983.95 79599.061 387.09

TOA 2063.361 969.58 1988.871 30.89



Liability to Collections

The projected time pattern generated from 1970 - 1979 accounting
data can be wused to translate the projected tax year collections
presented 1n the tables below Into gross receipts (col. 2), refunds (col.
3), and net receipts (col. 4) by quarter and fiscal year. The U. S.
Consumer Price Index (col. 5) 1s used to deflate or Inflate the net
receipts 1n nominal dollars to real 1986 dollars (col.6) sowe can
compare estimated 1988 through 1992 projected fiscal yearcollections to
actual collections from 1975 through 1979.

TABLE 25
(PHD TAXABLE)
LIABILITY TO COLLECTIONS
TAX ALTERNATIVE THO

————————— USING HISTORICAL DATA-

6ROSS NET NET REC BRQSS NET NET REC
FY/Q  RECEIPTS REFUNDS RECEIPTS  CPI 486 FY/Q  RECEIPTS REFUNDS RECEIPTS  CPI 406
(4a noa) (4a noa) (4a noa) (4a real) (da noa) (4a noa) (4a noa) (4a real)
06 325.98 86 325.98
75/1 413 4 417 88/1 40 4 @
12 425 40 425 12 40 L] )
13 Vi 42 425 /3 41 43 @
H 434 414 vivil /4 479 46 473
TOTAL 4104 416 487  155.16 4184  TOTAL 480 49 m 338.66 468
74/1 436 42 434 8971 4105 45 499
12 446 4 445 12 4138 42 4136
/3 447 413 434 13 4134 416 4118
/4 450 416 434 /4 4112 436 476
TOTAL 4173 431 4147  166.17 4288  TOTAL 4489 460 4429  354.17 4395
7/l 453 43 450 90/1 4110 46 4103
12 462 4 461 12 4144 42 4142
/3 47 415 463 /3 4141 420 4121
/4 460 42 438 /4 4117 444 473

TOTAL 4252 441 4210 175.80 4390 TOTAL 4512 472 4440  370.39 4337

78/1 446 43 443 91/1 4114 45 4109
12 443 41 442 12 4151 42 4149
/3 442 46 436 /3 4147 416 4131
/A 450 425 425 /4 4120 435 486
TOTAL 4181 436 4146  187.62 4253  TOTAL 4532 457 475  387.35 4400
79/1 443 410 433 92/1 4117 45 4112
12 442 4 4 12 4154 P 4152
13 442 415 427 /3 4150 415 4135
/4 447 431 416 /4 421 434 487
TOTAL 4174 457 4117  205.22 4186  TOTAL 4542 455 4486  405.09 4391

-( 92 )-



A &P

LGS

30 >0 S10000
SI10001 O $20000
$20001 TO $30000
$30001 TO $<000
$m0001 TO $50000
$500C1 TO $60000
$60001 O $70000
$70001 O 830D
S0 1O $00000
$90001 TO $100000
$100001 TO S150000
$150001 O $200000
$200001 O S300000
$300001 TO $.00000
OR $600000
TOA

it FCH

300 117
50003122.92
50789120.68
30011119.88
31031111.71
23601 9,09
171631 6.98
122061 961
&29| 322
5721 2.19
F0L 1.39
5071 2.05
9701 0.18

99 002

%L 0.09

&l 0.03

TABLE 26

1988 TAX ALTERNATIVE TWO

MODERATE ECONOMIC SCENARIO

sun

28281191.00
270128023.00
728576580.00

sun

-61999990.96
338555016.00
851035982.08

891007933.00 1030107863.38
1030650179.00 1150799371.58
1032909999.00 1192699829.99

882968616.00
792922172.00
588115206.00
932329512.00
282732792.00
973620536.00
97369897.00
9666366.00
15666962.00
17%63308L. 0

998697869.19
899152753.33
688799061.32
523886838.01
381335889.95
768821667.39
101999093.67

18125990.20

96319279.99

85189879.61

sun

11505727.51
56699579.29
909898280.60
623992788.56
769557391.66
799975009.57
718019053.731
625583999.21|
522169281.651
911022653.001
301526506.321
619099733.231
90063530.181
16787980.761
92683968.921
81601792.581

200211 100 7969072893.00 8893916339.10 6089571225.771

we s R fiGE SBFRE |

sun i

8295.00
85667.001
98951.001
88093.001
81796.001
69958.001
51769.001
38299.001
27190.001
17968.001
11218.001
17285.001

1909.001

116.001
339.001
256.001

s
M

16031015.29
167031150.00
192938850.00
171696333.31
159257939.75
135255859961
100765961.631

79256265581

52566559.891

39313376.561

20913980.921

20172900.621

906229.671

oS

sun

23199903.58
202316598.83
216291959.99
199628692.21
191690072.93
178033078.19
163589738.02
128899532.89
10237716171

76079699.81

59197958.58

98089229.99

10369538.82

8979.811 1277530.62

o0.ool
o0.00l

3989810.52
3967582.03

597999. (0 111561)63895. 951160 7885028.16

cAHERS

IM

8920079.90
188501300.20
179005920.90
119972065.

79069707.80
08153836.10
25302837.20
19169300.00

7935050.00

9995600.00

2602100.00

3895000.00

322800.00
15200.00
97100.00
92900.00

677896596.10
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A GON

LGS

0 1O 510000
510001 TO 520000
520001 O 530000
530001 1O 30D
560001 1O 830D
550001 O 560000
60001 TO 570000
570001 TO 580000
580001 TO 550000
590001 TO 5100000
5100001 TO 5150000
5150001 TO 5200000
5200001 TO 5300000
5300001 TO 5500000
UMR 5600000
TOA-

H ret

0.18
0.02
0.06
0.03

200921 10

HXE 1 ARY
MAI

9122.95
6567.38
13299.08
22608.10
3321357
63120.56
51666.05
60826.36
68995.21
76220.82
79665.67
87271.15
100786.91
95231.9%6
166910.13
212666.16
2819359

= SR e
NAI NAI NAI

-19878.52
5726.77
15570.76
26192.07
37138.13
67765.65
58266.17
69255.29
80939.96
93376.91
107539.73
138031.66
216902.22
369918.17
687518.73
1026323.79
33656.15

3711.53
953.56
739081
15832.96
26638.50
33375.63
61835.00
51252.17
61258.71
72665.21
86960.98
113166.26
191626.53
362601.73
669299.67
9831%6.13
22967.69

2.68
1.66
181
2.23
2.63
2.90
3.02
3.13
3.19
3.17
316
3.19
2.99
2.37
357
3.08
2.26

a-
1uus
MAI

5171.30
2811831
352181
6355.29
5132.22
5666.68
587112
6083.59
6166.89
6069.611
5892.78
5375.62
1928.16
172.9%
0.00
0.00
6360.03

o s

MAI

7683.68
3605.83
3%7.17
6938.66
6177.63
7632.29
9531.26
10555.86
12010.66
13613.20
15271.19
18073.38
22052.21
26072.05
36736.85
61778.10
6220.29

iR
NOAL

6360.67
3295.25
3591.75
3992.81
6276.73
6502.06
6676.66
6701.06
6760.17
6806.93
68819
5099.67
6966.15
5066.67
5837.50
6766.67
377750



Ad GOP
105

5 TO 510000
510001 10 520000
520001 TO 530000
530001 TO 550000
550001 TO 550000
550001 TO 560000
560001 TO 570000
570001 TO 580000
3000 TO 590000
500001 TO 5100000
5100081 10 5150000
5)50001 TO 5200000
5200001 TO 5300000
5300001 TO 5500000
OUR 5500000
TOA

BOHAME
MEN

31357
82.
53559
1090.93
1611.69
2113.85
2650.05
3359.50
5330.881
5580.151
6723521
9510.791
16376.091
17562.231
58162.351
88739.051
1617.231

%_W IIIGI'IIJp,ggéJI;Y % R'*

802
1.82|
15.50)
76.281
193.29
375.78
6)7.11
852.55
1156.83
1509.99
1955.30
2793.90
5589.52
525,85
133323
25529.821
325621

307.13
62.17
579.60
1023.03
1553.66
2037.53
2555.07
3235.35
5188.151
5328571
6571.651
9260.281
16250.931
17568.621
57992.581
88589.311
1552.001

5.38
0.63
529
1228
21.56
3201
55.12
69.81
100.55
120.68
132.98
161.03
209.98
177.06
505.80
576.%6
26.00



A GOP

1050

@© 10 C10000
510001 TO 520000
20001 TO SO0
510001 1O 550000
550001 1O 550000
550001 1O 560000
560001 O 570000
570001 TO 520000
530001 TO 590000
590001 O 5100000
5100001 TO 5150000
5150001 TO 5200000
5200001 O S100000
5100001 O 5500000
OR 5500000
101A

H

1006

506662 21.11
56103 20.25
19715 1581
1588 1177

2%615
1778
nos2
9%
6133
52241
6717
658
B

D

&

268150

28]

TABLE 27

1989 TAX ALTERNATIVE T™O
MODERATE ECONOMIC SCENARIO

UE 1 ARY AFET)]CiInC

IM
112 28070529.00

257615650.00

720811102.00

897217179.00
1055289116.00
918 1062595617.00
6.61 911552715.00
586 791217711.00
159 651111916.00
2.18 586856827.00
157 111768199.00
2.50 59216069100
025 67581115.00
001  ©6577017.00
001 11956050.00
001 15117588.00

M

-65587886.75
125767512.55
855126250.27
1018269296.78
1175989186.56

KEOE"

M

12527197.25
59707681.10
190899175.82
622509739.02
777566279.07

11750177.75. 501 818657181.51

1015260965.56
901171006.17
757005158.90
595002856.86
556522662.61
931516855.65
153061505.29

32038015.95
55523651.28
76761367.92

739312225.991
666591012.651
571722995351
560518317.161
360691218.151

763683792.711

125800597.831
10026668.921
52368661.861
71162863.071

100 7885752785.00 %7 1662938. B 16503820169. 11

omgrlmaé:
M

8115.00
82012.00
97269.00
87008.00
81557.00
70535.00
53667.00
60629.00
29782.00
20259.00
13667.00
21686.00

1992.00

18S.00
31100
266.00

b L bR

M

16056655.29
166006000.001
196522000.001
173966000.001
162896000.00
160867569.66
10676393155

80566991.87

59068005.95

39829895.91

26015699.13

37687267.22

1608859.59
o.ool
366.661
o.o0l

M

23685966.55
20151652551
22111/137.87
199618758.65
196678226.06
183766368.07
170569901.29
133267965.76
112581120.68

85622666.16

61676806.25
122155700.71

16703366.82

1916367.02
3013362.78
5300106.85

608112.00 1203805002.5911766016633.86

DB

sun

9011311.99
188252971.03
1802769%61.16
126600871.11

86611576.09
52882562.28
28631225.61
16663065.36

9607889.83

5926512.73

3515666.80

5090033.56

672561.20
39757.20
65933.50
60311.60

711076730.90



A &P

L%

SO 10 Si0000
510001 TO 520000
520001 TO STasmD
510001 TO 560000
560001 TO 830D
5650001 TO 560000
560001 TO 570000
570001 TO 830D
530001 TO 590000
590001 TO 5100000
5100001 O 5150000
5150001 1O 5200000
5200001 O 5300000
5300001 TO 5600000
O/R 5600000
TOA

o HE

IM

1081575.60
6626568.31
2869%6209.89
63096391.17
50876666.60
51786155.23
66587502.19
63613919.921
60300629.681
36003555.861
28723799.221
66599783.921
10937780.681

1969921.601
6520717.031
6690870.601
662283666. 701

M

2789%66.99
106806.75
810030.50
3036735.28
6238092.11
9229698.56
10861659.61
11066291.86
10662287.51
9575037.72
8332613.20
19006128.72
3019728.69
532699.81
1262162.15
166959%.6 7
95925953.89

M

1060568.93
3260926.70
25360323.15
6025022093
68660215.71
69812111.33
66997382.98
61835652.96
38386676.81
33776067.661
28035205.671
63505608.721
10860637.681
1961560.601
6506690.6 3]
6678165.201
663372833.631

oA ey TAX LIADILITY %ﬂ
M

16367.79
35337.05
223626.97
686825.70
676183.62
770911.93
77157161
895708.56
936339.68
766939.03
560911.27
1116595.30
161997.86
18655.30
33575.76
36938.32
7678335.37



A GOP

L5

30 TO @00
510001 1O (20000
520001 O 30D
CB300 1O $40000
050001 10 0650000
(050001 TO 500000
S&001 1O 070000
570001 TO CGR3BD
(030001 TO 020000
090001 TO 5100000
0100001 TO (0150000
(0150001 O (200000

(0200001 TO 530010

(0300001 TO $400000
OUR 0400000
TOAL

M 1 ARY Aﬁ?ﬂ%&

H RIH MEA MEAI
6 112 9338.17 -21510.30
0062 21.11 4546.89 5759.00|
54318 20.24 13272.651 15582.86
7S 1481 22580.03 26186.52
SI58 1177 33407.921 3725748
265 9.18 43131.23 47798.46
1778 6.65 51365.91 58281.88
1042 4.86 60668.43 69330.70
6 349 68761.64 81058.37
6388 2.58 76212.72 93304.51
223 157 79035.85 108155.10
6717 250 88158.51 139060.75
B8 025 102707.19 217388.301
B 003 83038.68 410743791
D 0031 154956001  505816.13!
& 0031  191743.60! 959516.851
2820 1001 29386.071 35380.501

T MR o&hds offils ofiteas
MEAI MEN MEAI MAI

4167.40
877.27
7197.82
15664.02
24615.24
3323241
41569.43
5111110
61107.63
72094.29
85411.13
113694.92
191186.32
384954.73
470760.47
89178554
24236.33

2.70
145
1.79]
2.191
2581
2.86
301
3.10
3.18
3.17
3.19
320
3.03
2311
3461
3301
2.2

MEEN

5340.87
2894.43
3581.83
4378.10}
5156.831
571842
6001.91
6177.35
6311.241
623511
6160.43
5610.731
2445.08!
o.ool
3801

o.ool

4485951

7813.03
3556.47
4071.91
5023.75
6226.36
7459.79
9590.66
10601.74
12033.06
13403.67
1307857
18186.05
22353871
24568.551
33487.361
66251.311
6499.031

4542.91
34471.67
3734.02
4137.37
441899
4652.70
4865.46
4902.55
4955.07
5026.73
5109.95
5374.91
5031.30
4969.65
6569.79
5330.20
395043
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9 D $10000

$10001 O $20000
$20001 1 $30000
T Yo oo
© IO
860000
$70000
$80000

$<I>
$50001
$60001
$70001
$80001
$90001
$10000!
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$200001
$300001
OVER  §'.00000

$90000

$100000
T $150000
™ $200000
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d d 3 d d
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H Rl
A GOP
LCSS 205 1.09
9 TO SI0000 53044 20.14
SI000) TOS000 52742 19.70
©00L OSWD 398 1472
$3000) TOH0000 31554 11.78
00 OSSO 24721 93
SEO00L t $60000, 18138 6.7
H0QL O$000 1363 5.06
$7000L TO$30000 10073 376
$30001 7O $90000 2,60
$0000L TOSI00000 4660 174
$10000L TO $I50000 747 297
SISO0L TO$00000 853 0.3?
$200001 TO$300000 10 0.04
$30000L TO 40000 18 0.04
OUR $400000 003
oA 4TI

TABLE 28
1990 TAX ALTERNATIVE TWO
MODERATE ECONOMIC SCENARIO

ve1ar KA & RS o8 |

M

26365568.00
244905721.00
703208749.00
893115999.00

1062534280.00
1067862265.00
932249695.00
822511897.00
695422872.00
532100419.00
370013362.00
701929743.00
m39488808.00

M

*50283482.17
308713792.33
821126187.45
1028639440.14
1173442339.22
1177443432.09
1056722125.05
939857608.90
814731935.87
649054524.68
504648932.17
1102871983.44
186064265.47

9900570.0 42186195.84
15089348.00  53490334.51
14865466.00  74469794.42

M

11337997.98
43056718.50
370647855.45
609644898.11
770072221.35|
812942509.281
750862451.921
690064852.081
611876117.071
500150049.991
397286463.181
898160155.21 |
163004905.631
39206127.931
49940619.071
70193242.721

100 8182464762.00 9874179409.39 6788447165.41 |

M

7950.00
77609.00
93055.00
84237.00
80088.00
69872.00
53910.00
41827.00
31954.00
22062.00!
14755.001
25661.001

2641.001

274,001
357.001
240 01!

IM !

16496112091
162308222671
194619196801
176173376.401
167362366651
145995525,29)
112505198691

87163767.721

66362892.921

45426453,021

29014591 711

47835041.271

2735000.691
6330.58)
105,661
2001601

iR oricous
M M
2282401578  9373639.40

199670764.381 185244312.37
220867731.34  186756467.60
201989234.29 13111649343
19868994363  83535175.35
186123344.48!  57144337.87
17444348361 1 31564743.03
144311044921  13607855.21
121867843.561  11260025.10
03618955431  6936209.03
70727157771 404971398
144969873561  6519336.20
19093869.161  726619.36
2340137.331 104252.06
3378409.781  109430.25
4170232.801 76103.10

606492. 00]1254996363. 7511809586546.60 1 74117527140



A GOP

LGS

3 10 S10000
S10001 TO 020000
(020001 1O 30D
(010001 1O 30D
SO0 TO 830D
G300 1O 30000
060001 TO $70000
(070001 TO 830D
3300 1O 090000
(090001 O (0200000
(0100001 O SIS30D
SIS0001 O 0200000
(0200001 1O (300D
(000001 O B30D
OR CBI08D
TOA-

/2

rro
IM

935757.0S
86752011
2701733122
S2135571.87
50271861261
51135570.891
6956525111
SS659728.52 1
S2861356.971
37718007.151
31896523.631
76558228 .0l
186655285.711
2505321.111
5380987.031
653986S.88 |

PR
M

237853.17
9172307
776755.83
2066518.0
6217708.86
9025039.791
10923975201
11381565.201
11%3528%6. S5
10369219.701
9155558, S
22721651021
063208621
662832.661
1666756.991
1807322.831

M

916902.90
2803078.17
26061676.68
39372827.67
68085139,38
69196957.121
65368966.05!
S3083899. 06|
61352998, 731
36598827.91
30739306681
75161506 .61 |
1652257731 1
2583517 511
5361381831
6527923.281

| S8S703020511 103185571191 665695570.271

TAXUADUTY V\H@

M

13259.15
31091.58
219665.31
675261.97
686035.78
769675.23
772112.68
919119.20
992969.53
838679.05
620917.53
1331737.20
196269.12
21328.06
66361.06
22666.83
7952906.10



A GOP

ICsS

S0 10 $10000
S10001 1O S20000
S20001 10 830D
SO0 1O 830D
003 O 3D
S00d 1O $60000
SO0 1O S70000
S70001 TO 83000
SO0 TO $90000
00001 TO S100000
S100001 1O 9300
S130001 O $200000
200001 1O SB3000D
SS00001 O 330D
O/ 300D
TAAl

UE 1 SALRY

1 M I
295 1.09 901387
53055 20.1S S550.00
P9 1970 1333299
W IS. 2 2266332
31555 1178 3367352
X721 923 S319.561
BB 6771  51397.601
IS%S 5061 606S3.801
107S S76 6903831 ]
6%S 260  76S18.27]
S0 179 7950201
oS 2971 83326381
& 0321 10910681
10 Q1 90830921
18 0051 158069521
7 003l 200385631
X772 100 30556.59

IGE  SHiE oBhds JNGe R
NOW MAI MEN MZN MEN

-20300.52
5759.72
15603.35
2615951
37230.13
57687.151
58337.32)
69377551
81063661
93375.701
108317011
138313.351
218120271
387009.321
505280.881
1020130.171
36956,061

3876.25
798.17
7027.57
15570.03
25905.90
32885.691
51397.201
50078.681
60766 . 18I
71829.681
85255.611
113018.771
191096.021
359689.251
662613.161
958557.331
25350.651

2.72
156
176
2.16
2.56
2.83
297
3.08
317
317
317
323
3.10
251
331
3.26
2.26

MEN

5639.70
3008.831
3690.021
5570.501
5309.001
5905.73
6207.70
6626.58
6588.20
6523.98
6519.661
6019.261
3206.661
58.081
0.981
28261
6686.631

7303.08
3701551
5187.70
512559
6206.82
752393
617,571

10660.05!

12093671

13665.201

15177.501

18262.601

22386 17|

26056. 11 |

31281571

56356501
6757.60L

6792.25
3500.06
3868.28
6276.52
6572.15
6300.03
5051.93
5086.89
5179.60
5266.90
5316.59
5506.67
5132371
5636.961
6617.071
5356.03]
6117531



A GOP

@® 10 S10000
Cl0001 10 $20000
$20001 TO $10000
SO0 1O $40000
$40001 O $50000
$60001 1O $60000
$60001 TO $70000
$70001 O 830D
S300d 1O $90000
$90001 O $100000
$100001 TO $150000
$150001 TO $200000
$200001 TO $300000
$300001 TO $400000
OMR $400000

BOAY RO
MZN MAI I
31991 81.32!
71.69 1701
512.25 14731
1069.18 75.231
159320 197.051
2068.51 365.041
2588.851 602.271
324971 839.161
4255071 1126.071
5416.921 1489.191
6758. A1 1964.711
9619.761 2859.151
17179.701 4763.431
23810.291 6081.031
49823951 13377.381
88376.551 24423.281
1810.071 385.331

I\EN

31279
51.96
455,84
999.11
1523.90]
1990,001
2501321
3176581
4105331
5256.191
6506.421
9455.341
17025.181
23702.001
49642.421
88215181
1730.081

|TAX NALITY wﬁ@]ﬁ

4.53
0.58
4.16
12.06
21.74
3113
4257
67.77
98.58
120.45
133.24
167.58
221.75
195.67
410.57
303.31
29.70



TABLE 29
1991 TAX ALTERNATIVE TWO

MODERATE ECONOMIC SCENARIO

vEt st RGES | KA SHFRE L ofinde iR o
M  RCH M 1 IM 1 M M 1 M M M

A GAP

1055 8% 106 26151717.Co -58930891.95| 11872666.66 7702.00] 16712652.69 22706079.67 961352557
3 10 0D 51193 19.07 233395605.001 292786918.061 36508507.86 76620.001 162795057.60 198011906.681 188677056.95
SI0001 TO$20000 51365 19.15 686318285.001 799113086.171 358699001.56 90083.001 197027867.60 223667139.261 190566586.05
S0001 TO$0000 3219 1561 889736838.0011022530539.62| 595998716.60 82853.001 181193279.00 205168826.571 136673268.16
SO0 TO$0000 31792 11.85 1071210398.0011181316606. 31 76857 7005.95 79365.001 173630339.69 202269836.331 93983366.12
$0001 TO$0000 25107 9.35 1086818833.0011197238525.551 821357692.71 69920.001 152772111.16 190663L(8.371 62066212.91
$0001 OO0 18630 696 959615727.00|1087936586. 8L 767582659.23 55022.001 120208567.00 180798508.821 35065388.29
$60001 TO$70000 15172 528 862239297.001 983551885.85| 7L7568061. 15 63676.001 9521363827 151635663.791 21077662.16
$70001 TO$30000 1001 399 735716610.001 866083961501 657605955.86 33882.001 73706630.60 129320765221 13229683.90
$50001 7O $90000 772 2.82 576125158.001 705032371.021 551238150.72 23006901 5167767359 101179027581  8368573.76
0001 TO$100000 523 195 612975522.001 565676162.951 663513266.89 16550.001 35189173.36 79515/66.961  6830633.00
$100001 TO$150000 926 3.93 813680190.0011285862525.1811063039035.66 29707.001 58979616.15 170026335.971 826833112
$150001 TO$200000 1073 050 113966305.001 231801267.081 201633786.26 3371001 6370962.86 26230939.961  901382.66
$200001 TO$300000 153 0.05 15670167.001 52588873.081 68697808.65 369.001 15526.73 3690737901 13623132
$300001 O $900000 % 002 7005312001 22126906.061 20666225.25 162.001 000  1612280.811 68730.50
OR $500000 M 003 15733671001 86653603571 82178076.31 251.001 000  6360327.261 58016.80

26833 100 8505137113.001

103213369051 7096606276.75

611215.0011323292876.09 1888595502.161 773632893.01



A GOP

$ TO $10000
$10001 TO $20000
$20001 10 $30000
$30001 TO $40000
$40001 1O 83000
S3000 O $60000
$69001 O $70000
$70001 O $80000
$30001 TO $90000
$90001 TO $100000
S100001 O S1S0000
$150001 TO $200000
$200001 7O $300000
$300001 TO $400000
O $400000

oAl

M

1055593.14
3318606.65
25390554.73
41266377. B
5012323175
51450103.85
47732058.89
46114937.63
44953432.37
40541161.56
35248918.10
88626082.71
18197218.12
354277 .aL
2007614.021
7109793941

278322.34
85068511
71200177
2028040.45
621838555
9080924.39
1108313922
1175763898
11806045.57
11128119.07
10234790.70
26207406.441
5130469.021
833662.44)
506826.921
1966911041

Eég_w 128 %ﬁuw
I M

1036789.11

2377186.88
22560363.53
38549653.041
47962929.831
49523561.141,

46125932.311
44471054.741
43375319.881
39329356.271
34401929.921
87113010.711
18027938.12|

3237082.21 1

2000226.421

7097705141

506389962.421 110047652.391 487190039.251

B

M

13723.65
30487.72
206268.59
474539.08
673221.00
766299.12
781126.32
940522.03
1039349.89
899276.75
686964.56
1527391.51
249363.57
30080.94
9389.03
32630.82
8360634.58



A GOP

L0

3O TO S10000
S10001 1O $20000
$20001 TO 330D
SO0 TO 0o
500001 TO SO0
S00d O $60000
SB0001 1O $70000
S70001 O 830D
S0 O $90000
$90001 TO $100000
S100001 TO S1S0000

51365119.19
3921911961
3179211185
251071 9.35
191721 5.28
107011 3.9
2 2.82
2231 1.95
9209, 39

5200001 TO 30000 181 0.05

S300001 TO $900000
OR $900000

®| 0.02
79 0.03
263381 100

TEE  FRE =ehds
MEAI MAI MEAI

vt amr MSES
MEAI MAI
9253.97 -20909.69 9201.23
9550.11 57%.33L 71120
13361.59 155275 678867
22686.37 261290951 15I9%.66
33699.35 37213851 20175.17
93287.98 97792.991 32719.29
51371.29 58309.391 9109115
60891.05 69973.801 50632.09
66658.69 81099.00 60516.17
76086.26 93295.92 71978.89
79068.69 10839%5.99 89915.93
88383.33 139736511 113329.501
106192.27 216031.00 18791592
109581.95 367759.36 300599.121
159211.69 02838771  969232.391
199160.39  109688L061 1090228611
31669.12 38591.351 26991.101

2.73
195

211
2.50
2.78
2.95
3.06
in

316
V-l
3.23
319
2.99
323
3.18
2.28

5913.82
3180.03
3836.89
9620.09
5955.16
6089.89
6935.15
6718.93
6887.83
6829.89
6737.35
6908.09
907357
108.58
0.00
0.00
9930.93

CHLCNUIS
MA

8039.00
3867.9%5
9359.08
5231.36
6361.66
7593.23
9678.72
10699.65
120A0.92
13362.26
15229.15
18973.15
22582.92
25809.36
32097.29
55199.02
7036.68

0PUa10I5
MA

5009.81
3768.72
9028.69
9935.9
9733.01
9972.06
5250.10
5311.86
537397
5991.19
5569.92
5830.57
5709.95

6873.05
5801.98
9308.91



Al ROP

toss

$0 10 $10000
510001 TO $20000
520001 TO 510000
$30001 TO $50000
550001 TO $50000
000 O $60000
$60001 TO $70000
$70001 TO $80000
$80001 TO S900PO
$90001 TO $100000
$100001 TO S1S0000
$150001 TO $200000
5200001 TO $300000
$300001 TO $600000
OCR $600000

TOTAL

I R | o %*A%“WW

373.53
66.831
696.12
1052.20
1576.60
2069.23
2555.25
3253.95
6200.86
5356.09
6768.791
9629.081
16959.201
22757.181
65627.591
§9997.391
1886.751

98.69
168
13,86
76.66
195,60
361.69
503,32
829.66
111168
1669.66
1059.56
2867.39
678162
5829.811
11696.071
26897.611
610,021

366.88
66,66
639.221
982.931
1508.65
1972.50
2669.27
3137.95
6053.39
5196.05
6586.62
9666.69
16601.63
22636.96
69659.691
89866.371
1815.211

6.86
. 0.60

6.02
12.10
21.18
30.52
61.82
66. 3
97.13
118.76
131.53
165.95
232.60
210.36
213.39
613.05
3115



A RAP

LOSS

10 TO S10000
tI000l TO 020000
020001 TO 030000
130001 TO 000000
0001 TO 050000
tooooi TO 060000
60001 TO 070000
070001 TO 080000
080001 TO 090000
ooooot TO 0200000
tiooooi 1O 0150000
0150001 TO 0200000
0200001 TO 0300000
0300001 TO 0900000
OR 0000000
TOTAL

TABLE 30

1992 TAX ALTERNATIVE TWO
MODERATE ECONOMIC SCENARIO

o sy SRS
H ORH QM M
M 103 2560331300 -50702639.05

98792 18.13 223079635.00 278533905.75
50190 18.65 676856501.00 781699606.62
38976 19.98  888895939.0011015967895.12
32175111.9611106891999.00|1195968691.09

R SHFRE ol FofiR oo
I I I I M

10093991.91
31081597.91
330095903.101
583660017.10
175128730.30

25989 9.97 11115590797. 001121 7226969.021 330992206.51
18908 7.031 972929669.0011100596817.88 772178558.60
195031 5.391 880193796.00|1006003293.511 730736958.78
111991 9.19] 765660968.00] 901551955.071 669989619.85
80391 2.991 611909955.001 799701168.291 571757051781
57681 2.19] 955260282.001 625050219.331 987699380.691
107281 3.991 956129983.0011999759712.2511208526139.921
13671 0.501 199795972.001 297097938.69 1 257919997.091
170] 0.061 16229039.001 62192979.871 57619008.291

81 0.011 9277365.001 13337617.961 12565091.781

81 0.03|

18159817.001  82022579.161  77793067.261
2691291 1008862002930. 00|  1076995259517907193165.221

1712.00
71311.00
§7589.00
60998.00
78929.00
70076.001
59869.001
99089.001
35168.001
25269.001
18361.001
39613.001

9396.001

999.001
99.001
307.001

17539219.691
163121893.201
200352583.201
185153766.801
180905355.991
160127929.801
125929976.701
100552979.981

80097895.521

57239380.771

90998603.67 |

72967216.391

6397380.721
95981.681
0.00l

0.00l

23117590.28
196987788.19
223917120.72
207987386.91
205316610.90
195029120.63
183563179.95
156269996.871
135995269, 781
109355337.091

§8029673.891
197215927.201

30776660.881

9302089.961
121776.181
9151506.901

619150 .00 11390273605.0211960679975.811

10112798.75
187729315.76
199515019.66
192916391.15

99733008.05

66688562.03

38393922.91

23516550.80

19968299.33

9596233.60
6252568.00
10237601.20
1286358.80
156615.50
23120.00
60916.00
806106810.99



%L?&HB DA, R ILTY WA‘%

sun sun sun
A3 ROP
1055 89430650  228027.11  874955.29 12620.32
@ 10 GL0000 28170655.80 §9809.65  2039692.841  26601.64

Cl0001 TO$20000  24103632.47 09931065 21393831.28  202443.26
$20001 TO$30000  40347063.75  26888106.27  37687002.60  467983.11
$30001 TO$40000  50629199.34  6472611.84  48480037.89  703030.23
$40001 TO$50000 5184346161 917852255 49927476.56 782387 9
$0001 TO 60000  47634811.23 1103547155  46047038.39  775903.75
$60001 TO$70000  46461027.29 1186829557  44824693.94  946345.94
$70001 OSSO0 46400593.04  12292700.48  44769390.73  1081088.92
SO00 TOS0C0  42545464.74  11658924.34  41269268.53  953038.43
$90001 TO $100000  38599128.25 ~ 11217342.28  37664612.27  766018.98
$100001 TO $150000 102849627.93 3057255384 101088336.33;  1783178.54
§150001 T0 $200000 23850469.80  6638894.66 23631243.00  321607.53
$200001 TO $300000  4628336.61 121725626  4605649.411  39350.21
$300001 TO $400000  1380131.80  372734.36  1374979.801 6829.62
OR $400000 736854130 2039368.70 7354566501  46239.76
TOAL 532404451.46  118469930.11 513032775371  8914867.92



AGIl GROUP

LOSS

$0 TO (10000
£10001 TO £20000
£20001 TO £30000
£30001 TO SAt0000
£40001 TO £50000
£50001 TO £60000
£60001 TO 570000
£70001 TO £80000
£80001 TO £90000
590001 TO 5100000
5100001 TO £150000
£150001 TO £200000
£200001 TO £300000
£300001 TO £400000
OVCR £400000

TOTAL

2782

48792

50190

38976

32175

25484

18908

14503

11144

8039

5768

10728

1357

170

28

85

269129

PCTM

.47

.03

.501

.061

t SALARY

MEAH

9203

4571.

13485.

22806 .

34400.

43774

51455.

60690.

68724.

76055

78928.

89124,

106665.

95435.

152763.

213644.

32928.

161

981

461

02!

471

621

671

791

521

041

911

461

ADJ

MEALI

-21514.

57365.

15611.

26120

37302

47822,

58278.

69451.

81038.

93409.

108402

139384

218900.

365838.

476343

964971,

40085.

GROSS
I1ICOME

46

52

82

78

93

53

101

091

501

461

701

TAXADLE
IICUME

MEAH

3628.

637.

6575.

14975,

24091

32588 .

40838.

50385.

60120.

71122,

84543,

112651.

190062.

338905.

448751.

914624.

27522

06

92

72

19

64

93

49

32

84

ITUIIOER OF
EXCMPIIOIIS

MEAH

VALUE OF
EXEMPT 10HS

MEAH

4677.

1TEMI2CD
DF.OUC 11011S

MEAH

83009.

4027.

4461

5336 .

6381.

7613.

9708.

10774.

12154,

13603.

15260.

18383

22681.

25306 .

25992,

48841.

7285.

29

40

38

01

26

281

STAIIDARD
DEDUCT 10IIS

MEAII

5305.

3931.

4174.

4575 .

4877.

5128.

5455 .

5521.

5630.

5698 .

5796 .

6072.

5983.

6264.

7180.

6041,

4488 .

74

40

68

67

87

31

03

61

24

48

26

12

11

00

60

90



FoL48E] PR Touhe " R

I MA MEAI MAH

A ROP

LOG5 321,661 81.97 316.51 6.61
0 TO $10000 58.831 1.86 61.80 0.55
S10001 TO $20000 680.251 13.93 626.26 6.03
020001 TO $30000 1035.181 76.10 966.93 12.01
$30001 TO $00000 1573.561 201.17 1506.761 21.85
$00001 TO $50000 2036.351 360.17 1959.17! 30.70
$50001 TO $60000 2519.291 583.66 2635.321 61.06
$60001 TO $70000 3203.551 §18.33 3090.721 65.25
$70001 TO SO0 6163.731 1103.08 6017.351 97.01
3000 TO $90000 5292.131 1650.30 5133.631 118.55

$90001 TO $100000 6691.96] 1966.75 6529.931 132.80
$100001 TO S180000 9587.031 2869.79 9622.851 166.22
$150001 TO $200000 17575.881 6892.33 17616.331 2371.00
5200001 TO 30000 271225511 7160.33 27092.061 231.67
$300001 TO $600000 69290.621 1331196 69106.621 263.91
QR 5600000 86638.721  23992.57 86526.311 566.00
TOAL 1978.251 660.20 1906.271 33.12



Liability to Collections

The projected time pattern generated from 1970 - 1979 accounting
data can be used to translate the projected tax year collections
presented 1n the tables below Into gross receipts (col. 2), refunds (col.
3), and net receipts (col. 4) by quarter and fiscal year. The U. S.
Consumer Price Index (col. 5) s used to deflate orlinflate the net
receipts 1n nominal dollars to real 1936 dollars (col. 6) so we can
compare estimated 1988 through 1992 projected fiscal year collections to
actual collections from 1975 through 1979.

TABLE 3L
(PFD TAXARLE)
LIABILITY TO GOLLECTIONS
TAX ALTERNATIVE THD
MIERNE EOONOMC SCEN'RO

(€2835] NET NET REC
FYQ FREHPITS REHINSB REHPIS A 4%
(la not) (la nod) (la nod) (4a real!
B 325.98
81 0 n (41)
12 m40 40 (10)
13 ik 13 (41
/4 486 16 180
TOTAL 487 49 478  338.66 475
89/1 1m4 15 4109
12 4150 Vvl 4148
13 4146 116 1130
M 4125 136 43
TOTAL 154 460 M5 354.17 437
90/1 4123 16 1116
12 4162 Vi) 4160
13 1158 120 4138
/4 132 144 188
TOAL 4574 472 4502 370.39 4442
/1 1129 15 4124
12 4170 12 1168
1 1165 116 1150
H 4138 435 4103
TOTAL 4601 457 B4 387.35 4458
92/1 1135 15 130
12 ur7 12 176
13 472 115 4157
14 4139 3 1106
TOAL 1623 15 4568 405.09 1457



ALTERNATIVE THREE: FLAT RATES/ FEDERAL TAX BASE,
NO EXCLUSIONS OR DEDUCTIONS,
HIGH PERSONAL EXEMPTION

A true Flat tax has two attributes: (1) 1t applies the same rate
of tax to everyone and to each component of the tax base; and (2) to
arrive at the tax base there are no deductions from total Income except
personal exemptions and strictly defined business expenses.

To raise a certain amount of tax revenue 1t 1s necessary to make a
trade-off between the size of the personal exemption and the marginal tax
rate. HT)

“A higher exemption may be desirable to secure relief for
those at the bottom of the Income schedule and to Increase

progressiveness (with respect to average tax rates). But a
higher exemption means that a higher marginal tax rate must be
applied to maintain revenues."

Tax Base

As with the previous alternatives, this tax system 1s tied to the

Federal tax law. In this case, however, 1t 1s piggybacked to the federal
law only for Its Income Inclusion elements. It 1s not tied to the
federal law for exemptions, deductions or Income exclusions. The
advantage 1n being tied to the federal system 1s largely administrative,
as discussed previously. The disadvantage 1s that federal changes can

automatically affect state law and revenues dramatically.

The federal law has changed since the Alaska Individual Income tax

was 1ln effect. This proposal assumes that the changes adopted by the
federal government will be referenced 1n Alaska Statute much as they were
In 1978-1979, but only for Income Inclusions.This will result 1n the

expansion of the adjusted gross income; and therefore, the tax base. The
specifics cf the changes resulting from tax reform at the federal level
are available 1n a number of publications and we will not attempt to
discuss those  here. The provisions of the new lawthat we assume would
be effective for this proposal are summarized below.

Income Inclusions and Exclusions

Included as total Income are wages, salaries, tips, Interest
Income, dividends, Income tax refunds, alimony received, business Income,
capital gains, pensions, IRA and annuity distributions, rents, royalties,
partnership, estates, trusts, farm Income, unemployment Insurance (which
we were unable to Include 1n our model), social security benefits and
other income. The new Federal law eliminates the $100 - $200 exclusion
of dividend Income and treats the full amount of capital gain as ordinary
Income. The A'aska Permanent Fund Dividend 1s Included as Income.

(1 I



New restrictions are now Included 1n the Federal law which define
passive and active participation 1n ventures and set Ilimits for higher

Income taxpayers on offsetting losses of any kind. Passive losses cannot
be used to offset other Income except for $25,000 1n participatory rental
losses. (Passive losses occur particularly 1n some partnership and

rental activities.)

Income Adjustments
[

Under the new Federal ' law, ‘only the Keogh plan contributions,
savings withdrawal penalties and alimony paid adjustments from Income
remain. Eliminated 1s the Two Earner adjustment; while the IRA
adjustment 1s phased out at higher Income levels or eliminated 1f the
employer covers the employee with a retirement plan. The moving expense

and employee'business expense adjustment are now deductions.

Treatment of the Alaska Permanent Fund Dividend

All of the alternatives presented-include the Alaska Permanent Fund
Dividend as taxable Income. The 1988 low case Table 32 Indicates a loss
of $14.4 million dollars 1n tax 1f the PFD 1s not taxable ($399.8 mil Hon

with PFD Included - $385.5 million with PFD excluded). The taxable
Income 1n the tables 1s with PFD not taxable. Children and other persons
not required to file will not pay tax on the PFD. The estimates of the
PFJ are as follows:

1988 $750

1989 $800

1990 $800

1991 $800

1992 $800

These are rounded values from the December 1986 Long Run Fiscal Model of
the Department of Revenue.(1Q)

Nonresident Apportionment

Nonresident workers apportion their Income by source state 1n this

proposal. The apportionment ratio is obtained by dividing Alaska
adjusted gross Income (income earned in. this state or attributable to
Investments 1n this state) by total adjusted gross Income. The ratio

obtained from Alaska to total Income 1s used to adjust exemptions also.

Personal Exemption

The personal exemption. 1n this alternative 1s set high both as a

proxy for a subsistence amount and to respond to family size. The high
personal exemption helps to make the effective rates of this proposal
more progressive. The exemption value for taxpayer, spouse and

dependents 1s $3,000 each starting 1n 1988, and 1s Inflation adjusted
each year.

<115 -



Tax Credits

We have not Included any tax credits 1n these proposals. Summaries
of the major tax credits effective 1n Alaska and profiles of the
taxpayers and amounts credited have been published previously and are
available from this office.(19)

Tax Rates

The tax rate in this alternative was designed to provide a revenue

neutral tax compared to alternative one 1n 1988 only. That is, total
revenues are approximately the same as the previous two cases. A six
percent tax rate was used for all Income. Progressive rates could also

be applied to this tax base but 1t would be difficult to develop a
revenue neutral (compared to the other alternatives) case with these

rates.



ISSUES
Economic Efficiency

Proponents argue that because a flat tax lowers marginal rates,

this reduces the Incentive to alter decisions based on tax
considerations. Personal, business and Investment decisions would be
primarily based on economic as opposed to tax considerations. In

addition, the Ilower rates reduce the payoffs to time spent trying to
avoid or 1n some cases evade taxes.

Income Elasticity

Michigan, one state with this type of tax, has found that tax
revenues have tended to grow more than in proportion to the growth of
Income because of the fixed dollar value of exemptions 1n that state.
This responsiveness was found to decrease over time as Income rose
relative to the value of exemptions. Because the exemption 1s Indexed in
this presentation, this source of elasticity 1s probably not a factor.

-Eflulty.

The key to vertical equity or adherence to ability to pay
principles 1n this tax 1s the size of the personal exemption. The
exemption combined with the flat rate determine the progressivity of the

system.

In general this type of tax takes the view that Income from' all
sources is equivalent 1n defining the tax base. Problems of equity arise

when certain Income flows are excluded from the tax base or are taxed at
preferential rates. In Michigan, for instance, there 1s no subtraction

of Iltemized or standardized deductions. There 1s however some allowance
for tax credits which represents a deviation from this Ideal.

The main concerns with a flat rate tax Involve its Incidence. It
may distribute burdens from upper to middle income taxpayers.

Administration and Compliance

The structure of this tax 1s the simplest of the three presented.
The tax base 1s typically federal adjusted gross Income modified by a

l[imited number of additions and subtractions. The use of federal AGI in
defining the state tax base sImplies the filing process for individuals
as well as the administrative costs Involved in tax collection. The fact
that deductions or adjustments are very Ilimited means that auditing

problems are greatly reduced.



Nonresident Taxpayers

This alternative captures the nonresident worker 1n the tax base
fairly effectively. Alaskan employers submit payroll taxes regardless of
the residence of the worker. The potential for avoiding estimated
payments remains but 1s no worse or better for this alternative than any

other.

The apportionment of nonresident (or part year resident) Income
seems fair and 1s consistent withpractice generally used 1n other states.

Intergovernmental Effects

All state Income taxes are deductible from Federal Income. This
causes a leakage of tax from the federal government to the State. The
1988 low case Table 32 below shows 1s that for every dollar of Alaska tax
paid, the taxpayer pays only 80* while the Federal government leaks 20t
of it to the State ($81.6 million 1n Federal tax leakage /[ $399.8 million

1In State tax liability).

Since there are no deductions from this tax, leakage of tax from
the State to local government under this alternative 1s zero. It bhas
been argued that 1t undermines the ability of local government to levy
taxes when they are not deductible from the taxes of higher level
governments.

Inflation Effects

Inflation adjustment 1s present 1n the exemption amount of this tax
alternative. Because the exemption is indexed, this alternative 1s less
distorted by inflation than the previous cases.
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0 10 S10000
$10001 TO 520000
020001 TO $30000
$30001 TO $40000
$40001 TO $50000
$50001 TO $60000
$60001 TO $70000
$70001 TO SO0
3000 TO $90000
$90001 TO $100000
$100001 TO $150000
$150001 TO $200000
$200001 TO $300000
$300001 TO $400000
OVR $400000

TOTAL

N HH

%878 1.19
53355 22,06
49490 20.46
3605211492
28778 11.90
230 9.6
1585 6,561
112251 4641
781 3261
5081 2151
243 1341
4837 2,001
412 0171

%1 0,021

%) 0,041

79 0,03

M

26309170.00
2184 69609.00
668214244,00
822338578,00
971451140,00
973365388, 001
815676730.00L
683752605.001
542798283.001
398926188, 001
256764393.001
425160325.001

40720223.001

4709336.001

15285945001

17348776.001

TABLE 32
1988 TAX ALTERNATIVE THREE

LOW
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-61678792.91
305298080.85
169719577.88
943559133.02
1072829850.36
1068241985.88
923230676.83
177522186.01
636844305.28
485165674.57
349859148.04
668883559.51
91310515.75
2203272197
44902551.74
15394772.03

ECONOMIC SCENARIO

e S
M w
10925054.91 7805.00
99873230.57 78669.00
4579J8010.59 91714.00
659139490.96 §2151.00
806086558.39 17343.00
842143343.68 65/02.00
156425426.83 48533.00
656118936.01 35348.00
550116555.28 25290.00
428142424.57 16585.00
314495898.04 10278.00
616058559.51 15373.00
87109765.75 1223.00
21593221.97 128.00
43875801 .74 297.00
14511272.03 260.00

2418641 10016910821433.00|8173120946.79 6424553550.62
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S

23415000.00
236007000.00
275142000.00
246453000.001
232029000.00
197106300.00
145599000.00
106044000.00

75870000.00

49755000.001

30834000.001

46119000.001

3669000.001
384000.00f
§91000.001
780000.001

sun

674442.88
1499842.24
30091066.41
41876832.22
50465208.15
52281835.36

sun

160867.36
150853.93
1015019.60
3559527 .46
6857070.84
10616593.85

46667930.6 11 11449069,15

40294811.16!
33667458.321
26126240471
19142228.881
37367793571
5258490.941
1298923.321
2640693.101
4477066.321

10444835.94
9081740.13
1710371.74
5775457.18

11060776.36
1417698.31

333598.36
710567.51
1253578.57

556699.00 1670097000.001 399832913.971 8159793130
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sun
A GaP
LGS 655503.29
SO TO 3G 5992393.83

SIO0L 10 $20000 2757628962
50000 OCKED 36583056
SO0 OSCD  SBHSIBD
S0 O|WD 5052860062
SO0 OO0 HIFES6L
F0L OSSO0~ 3936713616
$7000L OSSD 3300693,
S0 05000 25638565,
0001 TO5I00000 1886975388
5100001 TO SISIOD 3696351357
$150001 Tq SO0000 522658596
SO00L TO$00000 12965832
SO000L TO SEWD 263256810
OR 6670676.32
TOA 385673213.06
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loss

9 10 S10000
510001 10 $20000
$20001 TO $10000
5)0001 10 $60000
$mil01 TO $50000
$50001 TO $60000
$60001 TO $70000
$70001 TO 500000
580001 TO 590000
590001 TO 5100000
5100001 TO $150000
5150001 TO $200000
5200001 TO 5)00000
5)00001 TO 5600000
QR $600000

TOTAL

I Pl

%78 1.9
51)55 22.06
69690 20,66
16082 16.92
28778 11,90
290 9.26
15856 6,561
11225 6.6
788) 3,261
5208 2,151
63 1,361
6837 2,001
612 0.7
5 (.02

% 0.06
1 0.0)

261866 100

W 1 sumy oS
NEAI NEA
06168 -21698.36
65768 5768.09
050201 1557.05
019083 2620561
WD) 3733000
G632 6T76L8T
5166278 5830317
6001337 6936116
687933 8093078
7659873 938315
007500 10796790
8180750 13837165
0883569 22162767
8562629 600596.96
16636500 68282316
21960676 966509.66
W3 387036
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3796.06
1871.86
9253.16
18267.8
2801051
37612.69
67705.96
58651.58
69785.18
82208.61
96976.8"
127363.77
21163167
392606.06
67178281
96)180.66
26562.67

2.7
1671
1851
2281
21691
2931
3061
3151
3211
318
3.07]
3181
2071
2331
3.09]
301
2.30]

8135.86
6623.33
5559.55
6830.361
8062.72
8803.31
9182.581
9667.13
9626.51
9553.57
9507.86
9536.63
8905.36
6981.62
9560.65
9873.62
6905.11

236.36
160.56
608.02
1160.60
1753.60
2335.05
2963.26
3589.76
6270.89
5016.96
5902.63
1725.61
12763.33
23616.79
28396.5
56671.73
1653.13

55,90
2.83
2051
98,65
2)8.21
676,17
720,07
930,50
115207
1680.69
1780.90
2286.70
3661.02
6065.62
7663.76
15868.08
337,37



A RAP

1055

@ TO *10000
S10001 TO 0s0000
05000 TO 030000
030001 10 000000
000001 O 030000
05000 TO 060000
060001 TO 070000
070001 TO CBAOO
05000 TO 090000
090001 TO 0100000
0100001 TO ASOOX0
0150001 TO 0200000
0200001 TO 0300000
0300001 TO CBIOO0
OR S5000

TOTAL

™ 1AL TV
oy

221.76
11231
555.19
1096.07
1650.63
2256.75
2862.36
3507.09
S187.11
$932.52
515.61
1651.83
12685.89
23556.25
28306.97
56590.89
1593.75
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A RAP
LSS
%0 TO $10000
$10001 TO $20000
$20001 TO $30000
$$0001 7O 000
S000 TO S0000
000 TO $60000
$60001 TO $70000
$70001 TO $30000 | 8321 3.8
S000 TO $90000 | 5626 e.
§90001 7O S00000 ! 3662 "IB2
$100001 TO SIS0000 5790 2.62
S1S0001 TO $2000001 51 0.23
$200001 TO $3000001 66 0.03
$300001 TO $400000t 1061 0.06
O/ 30000 190 0.06
total 1239033]

2121 116
$9750120.81
SB252120 .19
35369 16.80
2871211201
205221 9.2
| 159851 6.67
1 115681 S.65

TABLE 33
1989 TAX ALTERNATIVE THREE

LOW ECONOMIC SCENARIO

e i sumr HoGES

sun

26579758.00
232987396.00
656298356.00
812605077.00
985761252.00
989322698.00
819697765.00
106321793.00
572606837.00
631283215.00
288673205.00
512296762.00

56662960.00

6216251.00

18829675.00

17208677.00

sun

-59527626.97
286672325.82
151585286.56
923763680.86
1070678566.88
1076621071.55
928255668.79
801060959. 06
673113198.20
523202736.79
396796853.96
802632875.56
119675168.33
25806699.57
68952896.76
96196971.63

R

sun

9809886.36
88069777.62
635955207.35
635086366.03
195561030.38
837795096.35
153883625.99
570176890.26
577039560.20
658768657.79
353060972.56
135566018.561
113539133.131
25266966.371
67668780.361
93183887.631

100 7129129237.00 8659082929.26 6630387630.671
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7670.00
13786.00
§9031.00
79515.00
76053.00
65638.00
68377.00
36355.001
26733.001
17881.001
11567.001
18561.001

1668.001

168.00
35.001
285.001

23636378.00
231696196.60
279325859.60
269670361.00
238608662.20
205932661.20
151777999.80
116060177.001

83872116.201

56099869.601

36290305.801

58233261.601

5170635.201
666335.201
1116916.601
896159.001

553606.001 1736269709.591

606601.68
6739372.13
28828615.35
60511958.931
69962265.231
52137305.661
66599001.561
61228161.621
35366326.61|
28031067.671
21511602.351
66693105.111
6858283.991
1520529.861
2870158.821
*5596625.251
6130021 39.01 |

AR A

M

167025.76
129076.65
978169.32
3652780.72
6333766.51
1C516112.28
11617539.17
10701209.31
9567836.12
§233386.00
6636727.52
13215558.18
1867673.62
335680.06
153239,78
1615967.11
86187062.92



Ad ROP

LSS

0 TO 510000
510001 TO 520000
520001 TO 510000
530001 TO §mi0)
(5000 TO SS0000
$50001 O 560000
560001 TO 570000
$70001 TO S0
83000 O $90000
$90001 TO $100000
$100001 TO $150000
$150001 TO $200000
5200001 TO $300000
5300001 TO 30000
O/ S0000
TOTAL

T%TV
sun

588593.06
5285186.65
26157312.85
38105181.96
67732661.62
50267705.66
65233017.56
60210693.62
36622372.61
27526907.67
21183658.35
66133861.11
6812367.99
1516017.86
2860126.82
5591033.25
397823257.83



A ROP

1095

$0 TO $10000

$10001 TO $20000
$20001 TO $30000
$30001 TO S0
S000° TO $50000
$50001 TO $60000
$30001 TO $70000
$70001 TO $80000
$80001 TO $90000
$90001 TO $100000
$100001 TO $1500001
$150001 TO $2000001
$200001 TO $3000001
$300001 TO $500000]
QR 00000

G 1 sumrd

H O RCH MM
M 116 901368
oo 081 6683161
52 2919 1360167
B%9 1680  22969.61
B2 1200 3633203
050 960 6392695
1508 667  51398.15
11568 6.861 . 60885.36
86 368 6877310
56 235 76658.96
¥ 15 7926007
500 260 88679.58
51 023 10673765
B 003l 971892
06 0061 17763656
o0 0061 191205301
20826.871

TOL 208 0]

eS|
N

-21885.16
5787.85
15610.56
26168.20
37362.30
67771.55
58278.22
69363.92
§1019.88
93166.29
108689.93
138637.331
220861.351

603226.56 1

661819.761
1070397 4
35668.601

TAXADLE
INCOVE
MEAN

3597.32
1770.25
9036.97
17956.02
21107.61
37198.97
672/1.36
57933.511
69300.731
§1560.791
96961.511
127060.621
209869.01 |
396796.321
669705.681
1035376.531
27138.381

AR | ofds AR AR TR
VEMN A

276
168
1.85|
2251
2,651
2011
3.03L
3.16
321
3.8
3.8
321
3.05
231
3,361
3171
2301

6596.20
6653.19
57688.901
1053.36
§310.62
9163.62
9517.06
9859.97
10073.52
99/1.53
9966.39
10057.56
0557.18
1255.26
10536.93
9935.101
1263.66!

MAH I1CAl
222.31 5391
135.66 2.59
597.66 20.21

1165.611 97.62
1739.621 238.01
2316.951 666.93
2921931 715.92
3563.961 925.07
626/. 701 1166.76
6982.621 1663.56
5906.681 1781.09
712,111 2262.68
12677.051 3651.90
23158.281 6026.25
21076.971 7153.2!
62206.721  16663.86
1721.801 360.57
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A ROP

LSS 215.89
$0 10 $20000 106.21
$10001 10 $20000 592.10
$20001 TO $30000 1077.36
$30001 TO $90000 1662.96
$50001 O $50000 2231.99
$50001 TO $60000 2836.28
$60001 TO $70000 3976.01
$70001 TO $80000 9158.39
$80001 TO $90000 9892.95

$90001 TO $100000 . 5816.99
$100001 TO.$150000 1622.93
$150001 TO $200000 12592.19
$200001 TO $300000 23687.18
$300001 TO $900000 26982.33
O $900000 62122.59
TOTAL 1669.30
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LSS

0 O S10000
510001 TO S20000
020001 TO $30000
$30001 TO $40000
$40001 TO $50000
30001 TO $60000
$60001 O $70000
$70001 TO $80000
$80001 TO $90000
S90001 10 $100000
$100001 TO $150000
$150001 TO $200000
$200001 TO $300000
$300001 TO $400000
OB $400000

TOTAL

TABLE 34

1990 TAX ALTERNATIVE THREE

LOW

ECONOMIC SCENARIO
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.« PCM W W M M S M
2622 113 25526126.00 -54911695.16  12632430.57 122200 2369610420 7716545, B3
4529 19.52 209413184.00 260591560.84  75902800.74 67414.00 221192075.40  5831094.35
44893 19.34  607363524.00 699222851.80 399182024.17 81794.00 26837429340  26392802.87
33958 14.631 775758196.00 888313489.07 605518798.37 74942.00 245892196.20  38606494.81 |
271907112031 956564806.001040705076.59 76730579413 72648.00 238365352.80  48158601.821
22315] 9.621 978308639.0011064817448.921 823665500.45 64267.00 210866453.70) 51253641.311
360871 6.931 828475374.00 936611011.46 754856127.46 48500.00 159133350.00]  46660471.651
siosen 0,141 724824159.00  826709341.16] 686994825.261  37315.00 122434246.501 42265561521
87781 3.781 604631162.00 710172238.271 605107864371  28093.00  92175942.301 370SS439.86 |
61921 2.671 471880182.00 576217347.261 502273509.561  19739.00 64765632.901 30653402.571
41320 1781 328407845.00 444702445621 305385348.321  13145.00  43130059.501 24054736.901
69521 3.00] 609539110.00] 964848535.81 | 880548585.811  22506.00  73844436.601 534(1427.15|
1090 0.311 77427061,00] 153190549.321 144821128.621 2231.00  7339820.701 8751043721
791 0.031 8081215.001 27081756.161 26328898.361 198.00  649657.801 151592590
X10i 0.051 17519133.001 53161612.12 5176744292 372.00  1220569.201  3116462.581
1001 0.04 1 18918257.001 100847567.871 99679945.771 312.00  1023703.201  59.19628.751
2320681  10017243137973.00/86 92281137.11 16831970024.841  540704.00 1774103894.391 424726281.07|
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192545.25
111926.72
871649.76
3302596.82
6604134.27
10246684.20
11467762.79
10950401.71
9992461.90
8972187.55
1299516.60
15818060.50
2388607 .89
410426.81
830687.85
1677096.05
91136748.66



T%TY

sun
Ad (ROP
LSS 757885.83
$0 1O $10000 $55$168.09

$10001 10 $20000  21950921.%5
$20001 TO $30000  36331127.90
$10001 10 $0000  $60183$7.65
$90001 10 $80000  $9$19930.03
$50001 TO $60000  $5291367.65
$60001 TO $70000  $1219689.52
$70001 TO $80000  36306$71.86
$80001 TO $90000  30136$10.57
$90001 10 $100000  23723120.90
$100001 TO $150000  52812915.15
$150001 TO $200000  8689267.72
$200001 TO $300000  1579733.90
$300001 TO $$00000  3106096.58
OCR $800000 5980796.75
TOTAL $09918201.$9



Al GROP

1088

0 to 510000
$10001 to $20000
oot to $30000
$30001 tO $$0000
$$0001 to SO0
S000 to $60000
3000 to $70000
$70001 to SO0
saooo o $90000

$90002 10 S100000

N PCN

%2 113
$5296119.52
$9893119.351
33958119.6 31
27907112.03)
223151 9,621
16087 6,931
1193 5,151
8778 3,781
6192 2671
§132 179

$100001 to $130000 69521 3.001

$150001 to $wooo00
$200001 10 $300000
$300001 to S$00000

OVCR $$%00000

101Al

70 0.311
79 0031
110} 0,051
1001 0,081

it amy

NCA NEAN

073536 -20090.71
6232 578,60
1352018 1561163
065 6 26213.99
17688 3738275
$863060  $TT133
5169968 58301.38!
675,711 69388.99 1
69880201 81005.161
76008.081 93223971
7970050 107650071
B678251 13882731
109206011 216065 651
102293861 32507.0
1592685 $83287.3%L
189182571 1018662301

2320681 1001 31211271

37538.9! 1

A | COEOE  oBPRs (BhUARBE AR TR
A A A B B

$817.98
1675.711
8391.85
17831 50
27$95.10
36910.8
$6923.36
5756.89
68935.59
81116521
95688611
126661.191
20826111 |
333977.101
$70613.121
996799.5
20639.5)

2.75
159
1.82
2.21
2.60
2.88
3.01
313
3.201
3.191
3.181
3%
3.161
2511
3.381
311
2.331

9037.$2
$883.26
5978.09
1281.071
§5*1.42
96$9.59
9892.05
10255.8%
10500.79
10659.57
10638.06
10622.08
10352.36!
§223.521
11096.081
10237.03]
1666.76 |

296,17
128.73
587,901
1136.89]
725,681
2296.87]
2900.51]
3560.92]
§25.16!
$956.99|
5831.251
7690.08L
12362.801
20075.01)
28531.681
5096291
1830181

13.63
2.67
19.62
97.26
236.6
$59.18
712.86
a1r.21
1138.35
1669.00
1766.58
2215.33
3368.98
5195.28
195171
16770.96
392.72



IP

A ROP

| 085

00 TO 010000
010001 10020000
020001 10 000000
000001 TO 000000
000001 TO CBOD
(5000 TO 060000
060001 TO 070000
070001 TO 080000
080001 TO 090000
090001 10 0100000

0100001 TO 0150000
0150001 TO 0200000
0200001 TO 0300000
0300001 TO 0600000

O/R (0600000
TOTAL

% A&Hﬂ

289.05
100.56
533.51
1069.68
1669.71
2216.65
2815.60
3652.81
6136.08
6866.99
5761.32
1599.67
12255.67
19996.63
28236.79
59807.97
1766.37



1991 TAX ALTERNATIVE THREE
LOW ECONOMIC SCENARIO

wE L oumt HGES | ORRE  TRERE | oBmGs  ROURRE R TR
W | W TV Y M

H POH M | i
8 ROP i 1 ,
LCSS 2919 107 22722616.00] 90966907951 10987015.601
OTO5000 9107 1855 103833389.001 291699360.09] 67939339.921
510001 TO 520000 | 92552 1879 573637888.001 663765627 5| 372797309.86 1
520001 TO 530000 32999119.53  751855060.001 861919298.611 581802572.851
530001 TO 500000 17298112.00 933776569.0011016921637.121 799995207881
500001 TO SO0 | 208931 9421 956268697.0011092°92581.521 801382007081
SS0001 TO 560000 | 161091 7.091 828050505,001 938350265571 751251600.771
60001 TO ST0000 | 122621 5,911 756798953, (0L 851055079.56 1 702351983.56]
570000 TO5R0000 1 92271 9.061 6367690V6.001 755792375321 631632395.921
SS0001 TO 500000 | 65851 2.9(1 509355180.001 613002695.621 53133928102
590001 TO 5100000 | 9161 1.991 358621982.001 589577935.001 933180122501
5100001 TO 51500001 79821 3521 707583866.0011107770863.76 11007560035 % |
5150001 TOSH000001 9171 0.901 95826032.001 202928533.36 | 191150630.36 1
500000 TO53000001 911 0.091 8526371001 36685306751 33650079.351
5300001 TO 59000001 911 0.091 15571967001 9959139179 5335078335
ORR 500000 1 &1 0.091 18777337001 81885800.631 -80875977.031
TOAL 227050 10017369775161.0018885917250.6316985239921. 351

6469,00!
62257.001
16780.001

22866899.60
213628669.80
263962892.00

71271.001 299559309.901

69692.001

238283218.801

61808.001 212087971.201
97990.00 1 169672886 . Q |

38192.001
29339.001
20956.001
19963.001
25139.001
2895. (01
211,001
306.001
259.001

131052028.80Y
100656687.601
71908918.901
99628338.201
88320809.60!
99339J3.001
129025.901
1050008.901
§86732.601

M

676856.76  163325.53
5197715.78 97522.
2663322816 807890.61
37086363.591  3177631.61
96706978.581  6938839.68
99852200.521  9887293.86
56532585.051  11396083.00
63210889.0i1  11198599.53
38718023.701  10509172.79
32512299.861  9975539.52
26397799.351  7960896.27
<1169979.16 1 18152980.98
11599677.821  3155612.63
2025676.761  503725.93
2609983.00!  709369.36
5859825.621  1295762.30

528567.0011813726803.791 933596520.59!  99817239.82






A ROP

10CS

@ TO C10000
010001 TO 020000
020001 TO 030000
030001 TO 040000
040001 TO 051000
050001 TO 060000
060001 TO 070000
070001 TO 0&0000
080001 TO 090000
090001 TO 0100000
0100001 TO 0150000
0150001 TO 0200000
0200001 TO 030000C
0300001 TO 0400000
QR (0400000

TOAL

H FCIN

M9 107
14210711855
47552118.74
32994114,53
27248112.00
21843 9,62
16104 7.09
1209 5411
027 4,061
6535 2901
160 1,99
79801 3521
071 0.401
o 0,041
o 0,041
1 0041

270501 100

W 1wy ATES
N NEAN
030330 -20284.34
6033 576550
1348087 1963126
WITEA 2616202
OS5 TBATL
1782 4788081
SU18031 5634423
BOTS0811  69338.041
6192580 80950001
600000 9346531
L3 108457 671
ST 138853201
10499491 220750.851
03696.381 378950301
150032600 489465841
26001011 998607.431
0L 39219301

K 1o0FE  clhhmls |ToliRel 1 e T
A N V1 MEN 1 hEN

4541.971
1601.621
§760.981
17636.621
27322.931
36688.28)
46650.001
57138.101
68454.801
80689.341
95921.201
126216.491
208452.161
369781.091
476371.251
96628631 1
30765.181

275
148

1.80

.16

255

2831
2981
3111
3.19
3181
3201
31
3161
2301
3361
3161
2331

1
453,021
5073.471
191,551
7412241
8744981
709,651

10225501

10661571

10908.931

10920031

10989 451

11065,001

10333051
7956.321

1)538.551

10838201
7988.221

279.81
123.44
578.901
1123.971
1714.131
2282.301
2883.301
3515.37
4196.17
4931.24
5845.39
1663.43
12595071
22260.181
28675.641
59266.151
1909.701

67.72
2.32
18.98
96.31
236.31
452.65
107.66
911.04
1127.58
1438.79
1762.82
2212.99
3438.84
5590.40
179517
15301.931
417.611



Al ROP

toes

9 T0 $10000
510001 O $20000
$20001 TO $30000
$30001 TO $>0000
$40001 TO $50000
$50001 TO $60000
$60001 TO $70000
$70001 TO $00000
$00001 TO $70000
$90001 TO $100000
$100001 TO $150000
$150001 TO $200000
$200001 TO $300000
$300001 TO $400000
OR $400000

TOTAL

WRE!Q ﬁ 'hm
MEAH

212.52
96.10
525.66
1056.20
1639.38
2201.30
2799.00
3428.29
4107.29
4841.36
5755.21

25
12507.13
22186.87
28582.27
59177.18
1845.91



A RAP

105

9 TO 510000
010001 TO $20000
02000! TO $30000
S30001 TO $60000
£000L TO S50000
sso00i  TO $60000
560001 TO S79000
S70001 TO $80000
530001 TO $90000
£90001 TO $100000
5100001 TO SI£0000
S150031 to $;>00000
$200001 TO $.100000

$300001 TO S600000 1w o

OVR $600000
total

N R

2066 1.03
3839211735
39603118.06
31516116.35
26099111.89
212951 9.70

i 0.021

TABLE 36
1992 TAX ALTERNATIVE THREE

LOW ECONOMIC SCENARIO

wmet Ry RREES  ORE ABRRE  oBFRSs FRbIAME

M M M IM W1 M
510055.00 6892111713 GL0608.10 633000 271200.001 56309307
173626669.00 218101755.05 ST6031760  S6676.00 202628712001 666595322
S3U657607.001 618621308.98 363166610.16 70168001 25LT62786.001 22656168.33
71566188700 82066675859 SH006963L56L 6691600 260087632001 3506297227
886636553.00] 969951666.681 706216006 &1 65256 (0 236131352001 66172335 36!
05620350 0011017L12666.21) TTSTBG6T6.011  59616.00 213186608.001 68250350, 661
160661 T 1] “B2B7I6TI3.00] U35B5T536LL 763621985.611  67366.00 169969208001 65967975 161
D621 5660 T52396320.001 862616763020 70750563.02L 3829001 137388108.001 63510626581
GHB61 6.36 1 657913673.00L 773528676.251 60070116350 30526.001 109500112.001 39852136.0)
T008L 3201 536363706.001 655823705 V11 565636173911 22269001 79001172.001 36561810.63L
GB66L 2221 385216038000 56313060051 662000668951 15613001 56019666.000 28218532161
0366|6261 835105299,00[130689932256/ 1182052238561 30255000 108556960.001 71733266.31
1701 0531 126361782001 258367717 061 263296300961 3716001 13333008.001 16702032601
1630 0.07] 13336567001 SOTOTI0662L 60260662621 378000 - 1356266.00L 2966606561
506603001 LTOTSES608L 16625676881  110.00 396680001 1012852601
16066622000 770100833 76790568331 2(I0L  O36700.06L 661560090

8 0.05
2195661 10017605811671 .00 19060393730, T5[TT 37520959.231

513353.0011861710563.991 662303832.01 |

T B
M

135266.50
§5156.95
130792.86
2992368.87
6065637.36
9663318.93
11265020.16
11296625.56
1065566.3.71
10016937.31
§526256.67
21395259.61
6003950.69
173322.76
283593.70
1253667.65
969539/9.66
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A RAP

LOGS

$ 10 S100CP
510001 10 520000
520001 TO 530000
530001 TO $60000
$60001 TO 550000
530001 TO 560000
560001 TO 570000
570001 TO 500000
530001 TO 530000
590001 TO 5100000
5100001 TO SI 50000
5150001 TO $200000
5200001 TO 5300000
5300001 TO $600000
QAR 50000

M FH

2066

1.03

38092 17.35
39603 18.06
31516 16.35
26099 11.89

2129
16066
12622
9566
1028
6666
9366
un
163
3

8

10161 - 219566

9.70
1.31
5.66
6.36
S
2.2
6.26
0.53
0.07
0.02
0.06

100

e or RS R OHRRE  cAdRds o Rl R
MM e BN VEAN RN e BN

950091
6552.78
13619.63
2270235
33887.76
63666.56
51366.98
(0569.66
68790.62
76318.111
79166821
89356301
107892.21]
66765361
161267921
191266931
33726.551

-21656.09
5750.26
15652.98
26162.22
37219.9
67816.86
58360.70
69515.96
81006.25
93662.12
108206.00
139680.961
220638.531
355228.721
666906.81
927500.581
61366.951

6032.87
1508.721
(166. 711
17656.761
2(982.691
3(630.561
6(301.821
56935.32
6797167
80668.72
95168.06
126698.211
207767, %i
366396, 101
656767.971
916260.631
32506, 76 |

2.80
1.68
L
2.12
2.50
2.19
2.95
3.08
3.19
317
321
3.26
317
2.66
2.97
3.21
2.36

10031.82
5319.66
6357.16
1618.66
§970.891

10011.021

10586.781

11060.061

11651.291

11368.981

11512.621

11615.121

11386.001
9686.361

10667.031

11766.631
8.388.181

268.72
116.721
572.081
1111.98
1692.69
2265.901
2861 .73
3562.69
6166.89
6917.73
5799.12
1630.66
12555.15
20766.66
27376.39
56965.25
2016.231

59.75
2.26
18.65
96.95
23176
666.39
701.61
909.39
1117.28
1625.30
1751.80
2289.26
3619.27
511,35
1666.831
16922.231
650.661



|AX JAMUIY
b

A RAP

t0ss 261.97
f0 10 $10000 90.52
$10001 10 $00000 519.88
$00001 10 $30000 1067.29
$30001 10 $'<0000 1618.95
$0000L 10 €S0000 2185.83
fsoooi m seo000 2171811
$60001 10 $70000 3616.12
$70001 10 $00000 6078.29
$80001 10 $90000 6828.12

$90001 10 $100000 5703.88
$100001 to $150000 7589.89
$190001 10 $200000 12666.08
$200001 10 $300000 20663.77
$300001 10 $600000 27286.88
QMR $600000 56856.11
101A 1950.28



L a

Liability to Collections

The projected time pattern generated from 1970 - 1979 accounting
data can be used to translate the projected tax year collections
presented 1n the tables below Into gross receipts (col. 2), refunds (col.
3), and net receipts (col. 4) by quarter and fiscal vyear. The U. S.
Consumer Price Index (col. 5) 1s wused to deflate or Inflate the net
receipts 1n nominal dollars to real 1986 dollars (col. 6) so we can
compare est'mated 1988 through 1992 projected fiscal year collections to
actual collections from 1975 through 1979.

TARE 37
(PFD TAXRLE)
LIABILTITY TO GOLLECTIONS
TAX ATERNATVE THREE
LOU EOONIMC SCENARO

USING HSTORCAL DATA —---------—-

(€283 NET NET REC G NET NET REC
FYQ REHPIS REAUNS REEPIS R 86 YQ REHPIS REANS RECHPIS R 1%
(la nc@) (la noa) (la noa) (*e real) (*a noi) (*m noil (*m noail (la real)

n35 325.93 % 325.98

75/1 *18 n *17 88/1 0 R (%)

12 125 *0 5 2 0 0 (0oL

13 127 *2 5 1z 8 8B %D

H 14 14 vl 14 $0 % $74

TOTAL *104 116 *87  U5.16 TOAL 1 0 172 333.66 169
76/1 136 P 4 BY1 $106 . % S0

12 146 un 145 2 $140 P $138

V4 147 113 $4 1z $136 $16 $120

14 150 116 134 4 $113 $6 $6

TOTAL *178 131 147 166.17 TOTAL $49%5 $80 1435 35417 1401
771 153 13 $50 90/1 $110 $ S

12 162 n $61 12 $145 ¥ 4

1Z 177 $15 $63 1z *141 0 2

/4 160 2 $38 /4 $116 R77) $2

TOTAL 1252 # 121) 17580 TOTAL 511 $72- $39  370.39 1386
78/1 146 13 w3 /1 $113 6 $108

2 143 un 2 2 $149 P $147

1Z w2 ® $36 4 $145 $16 $19

H $0 5 5 /4 $119 $5 337

TOAL 181 $6 $146 187.62 TOAL $525 $67 $66  387.35 BH
791 3 110 13 /1 $115 % $10

2 2 Rl 1 iV $152 ¥ 8150

1Z M2 $15 7 1Z $148 $15 $12

/4 147 $31 $16 14 $119 $4 6

TOAL 174 $67 $17 20522 TOAL $534 $5 $478  405.09 $355

(1P K



A0 GROLP

LSS

5 TO 510000
510001 TO 520000
520001 TO 550000
5)0001 TO 550000
550001 TO 550000
550001 TO 560000
560001 TO 570000
570001 TO 530000
S30001 O 590000
590001 TO 5100000
5100001 TO 5150000
5150001 TO 5200000
5200001 TO 5)00000
5)00001 TO 5900000
QR 5500000

TOTAL

TABLE 38

1988 TAX ALTERNATIVE THREE
MODERATE ECONOMIC SCENARIO

R A
I

192509,66
156500.08
1117068.92
3886660.59
7362828.55
1132962162
1266061693
11356006.36
9353286.13
8396)51.80
6307608.58
12371937.27
1576866.83
263607.07
753060.6)
1353182.02

v RS RHE 1SORE o8RG BoRME
N PCH sun M WM M M M
3100 1.17 28281161.00 -61666690.96  13050612.80 | 8295.00 26885000.00  802867.07
5950) 22.62 27012802).00 338555016.00 112263277.2)1 85667.00 257001000.00  8626366.28
55785 20.681 728576580.00 851035682.08 513731088.971 98951.00 296853000.00  33682609.78
)9511 16.88] 8910079)3.00110)010786).)8 725125986.651 88063.00 266129000.00  66011697.89
310)1 11.71110306501 79.00 | 1150799371.58  868683323.791 81766.00 265238000.00  56352999.63
2)956  9.061 101290%99.00 1162669829.99 903678937.791 69658.00 208376000.00  560/3826.01
1716) 6.681 882968616.001 998667869.191 .820618869.191 51769.001 155307000.00  50611612.15
12206 6.611 762622172.001 866152753.331 712851753.331 38266.001 116732000.00  63776065.201
8525 3221 5881152C6.001 688799061.321 595526561.321 27190.001  81570000.00  36662563.681
5672 2.161 632)26512.001 528886838.01 1 6671078)8.01] 17968.001  53906000.00  28503290.281
1569 1.361 282732762.001 381335886.951 362762386.951 11218.001  33656000.00  20861993.101
5627 2.051 673620536.001 768821667.361 689662667361 17285.001  51855000.00!  61819080.061
670 0.181 67369867.001 101966063.671 97122293.671 1606.001  6212000.001  5863922.621
69 0021 6666366.001 18125990.201 17725690.201 116.001  368000.001  1066679.61 1
% 0.06] 15666662.001 66316279.661 65156279.661 339.001  1017000.001  2717836.771
8) 0.0)1 176)3031.001 85186876.61 1 86301376.611 256.001  768000.001  5065012.681
206021 1001 7669072863.001S593916336.101 7009126739.061  597969.0011793867000.001 636076202.171 88691066.61



P T
M

A RAP
LSS 183036.77
0 TO $10000 6735796.63

S10001 TO $20000  30823865.34
$20001 TO$30000  43507559.19
$30001 TO $40000  52120999.43
$40001 TO $50000  54220736.27
$50001 TO $60000 4923713215
$60001 TO $70000 4277110520
$70001 TO $80000  35731473.68
$680001 TO $90000  28026470.28
$90001 TO $100000  20564543.10
$100001 TO $150000  41366560.04
$150001 TO $200000  5327337.62
$200001 TO $300000  1063529.41
$300001 TO $400000  2709376.77
OBR $400000 5058082.48
TOTAL 420547604.34



I

Al (ROP

l0sS 3100
90 10 $10000 59603
$10001 TO $20000 56786
$20001 TO $30000 3911
$30001 TO $.0000 31031
$.0001 TO$50000 23956
$30001 TO $60000 17163
$60001 TO $70000 12206
$70001 TO $80000 8526
$80001 TO $90000 5672
$90001 TO $10G00 3569
$100001 TO $130000 5627
$130001 TO $200000 670
$200001 TO $300000 69
$300001 TO $600000 %
QAR §$.00000 8
TOTA 266921

PCH

117
22.62
20.68
16.88
1171

9.06

6.68

6.61

3.2

2.16

1.36

2.05

0.18

0.02

0.06

0.03

100

W t SAURY  TRRGES
N NEA
012205  -1987852
6738 51677
1320908 1557076
N60810 2619207
a5 718
G105 6776565
S1666.05  53266.17
608636  69255.29
609520  80930.9
62080 9337601
0665671 10753073
SI7LI5L 13803166
008691 21690222
GBI 36991817
166910131 68751873
J0666.161 102632379
B350 3365615

REE  cHPRE ol TRoHARME"
RN VEAN VN 1 NN 1

6209.8
1889.96
9377.39
18399.08
27996.05
37725.60
67813.25
5360175
6986665
82353.29
965,6.35
127039.37
206663181
31766.701
675329.2

1015679.211
26657.621

2,68
1.66
181
2.23
263
2.90
302
3.13
3.5
3171
3.16
3191
2991
2311
357
3081
2261

8027.621
6326.601
5618.611
6701911
7903.001
8698.921
9068.961
399,661
569,651
9503531
062,671
555,001
8961.70 1
7102.061
10705.261
9253011
6771,25|

|
258.991

161.851
616.821
1167.681
1751571
2360.901
2968.881
3566.211
6215.291
5025.261
5878.211
1705.751
12676.631
21768.971
28608.811
61026.251
1666.061

AR

MAN

62.10
2.63
20.39
93.57
236.63
672.97
126.85
930.36
1155.95
1679.96
1771.26
2219.70
3350.73
5375.65
1926.951
16303.601
V..TAl



TA)ﬁ h ﬁi tI_TY
HA

A ROP

LSS 252.59
0 10 S10000 113.39
$10001 TO 020000 562.66
020001 TO 030000 1103.96
030001 TO 000000 1679.66
000001 TO 050000 2263.56
050001 O 060000- 2568.50
060001 TO 070000 3506.10
070001 TO 080000 6191.87
(5000 TO 090000 6961.20

090001 TO 0100000 5796.66
0100001 TO 0150000 1622.36
0150001 TO 0200000 12398.59
0200001 TO 0300000 21706.68
0300001 TO 0600000 28519.76
OVR (0600000 60960.75
TOTAL 1587.65



TABLE 39
7989 TAX ALTERNATIVE THREE

MODERATE ECONOMIC SCENARIO

|
19005505361
101609692501
997995908, 191
120179079671
879/29725.791
921387991, 12
892502591, 761
757989099.971
699899883.501
522019967.061
907971096911
856119317.051
135863603.991
31378083.991
99906919.81
75819679.321

e | sy ARES
Hopoll M M

A CROP
LG5S W6 112 26070529.00 -69987886.75
Q0 SI000 5666202110 257635690.00 3097751255
SI0001 10 020000 50308 20.29 720811102.00 89932625027
020001 10 S0 | 39735119.81 89721737900 1038269296.78
S3000L 10 060000 | 31588111, 7711055289336.00 1179989186.96
0L000L 10 950000 1 29601 0.18]1062999637.00 1175037775.50
csoroi 10 cemoo 1 177851 6.631 91350273500 1035260965.56
060001 10 070000 | 130920 9.961 791237713.00 03L7L006.17
070000 10 080000 | 9361 3991 69333791600 757009198.90
OB000L 10 090000 | 6388] 2.381 986896827.00 595002856 86
090001 10 0100000 1 9231 1571 333768309.00 95652266061
cwocor 10 0isooool  GTL7L 2501 592160693.00 933519899.65
010001 10 02000001 6561 0251 67581330.00 193091509.29
0200001 10 03000001 7810034 607701700 32038015.99
C0CDL 10 0B00000L 90 0.03%‘ 13096090.00 95523051,
OVK 0900000 B0 0031 15330988.00  76761397.92
0tA 10663501 10017835752785.00 9971692938.98 75606075, %61

§119.00
§2012.00
97269.00
§7008.00
61557.00
70535.00
53997.00
90629.00
29782.00
20259.00
13967.00
21686.00

1992.00

180.00
311.00
269.00

25956663.60
257306998.80
305171760.60
272918899.20
255876931.80
221296509.00
167689617.80
126891999.601

03938066.801

63560586.601

92251365.801

67910176.901

6299700.801
566732.00]
975731901
826273.601

e 1 g g

860898.06
1761326.73
32899617.72
95930920.39
55169663.99
57297692.97
52065875.51
96587961701
39325999.01!
31892560.021
26857030.781
51963539.021
§207508.211
1883397.01
2672863.191
6955989.661

608112.00 1907690588.791 966661766.291

THR
M

21677175
199267.79
1059389.00
3896861.32
7535060.00
11523910.16
12790933.05
12095129.78
10752217.5
9367686.76
7981700.80
15358197.96
2212799.60
996919.05
135332.89
1262938.71
96908859.12






A0 (ROP

10CS

s0 to S0000
010001 TO 020000
020001 10 030000
030001 to 000000
ooooot t0 050000
050001 10 060000 .
060001 tO 070000
070001 to CHQOODD
080001 tO 090000
090001 10 0100000
0100001 to 0150000
0150001 10 0200000
0200001 10 0300000
0300001 tO 0600000
R 0600000
tOtAL

3006
56662
56308
39735
31588
26636
17785
13062

935

6388

6223

6717

658
18
)
)]

1268350

mlll

112
2111
20.26
16,81
1077
0.18
6.63
6.86
369
2.38
1571
2501
0.251
0031
0031
0.03]
1001

WACE t SALARY
MAN

9338.17
6566.89
13272.65
22530.03
33607.92
63131.23
51365.91
60668.63
68761.66
16212.72
79035.85
88158.51
102707.19
03038.68
156956.00
191763.60
29336.071

ATES  WEE TSHPRE  oiFhdls  PDARKE R e
\EA VN | M VN M

-21510.30
5759.001
15562.361
26186.52
37251.68
67798.66
58281.38
69330.70
81058.37
93306.51
108155.10
139060.75
217333.30
610763.79
505316.13
959516.851
35380.501

6659.1)
1793.%6]
9168.921
18176.89
27850.121
37603101
67376501
58080,361
69663631
81718.761
08606.931
127656.861
206687.261
602283.131
693610.221
067683.631
27801.031

2.70
1.6
179
2.19
2.58
2.86
3.01
3.10
3.18
3.17
3.19
3.20
3.03
2.31
3.66
3.30
2.21

8668.68
6561.06
5619.28
6869.99
8100.65
§983.331
9626.631
9725.651
9936.971
9950.001
10005.061
10035.761
9696.031
1260.151
10861.661
10353.621
7109.711

286.39
136.98
606 .88
1157.19
1766.56
2325.96
2927.52
$12.11
6256.67
6992.57
5386.11
1736.87
12673.62
26210.22
29698.63
56969.81
1730.73

Al

71.65
2.63
19.51
98.02
233.56
667.81
719.20
927.60
1169.23
1663.29
1771.66
2236.6/
336231
6365.12
8170.37
15736.73
31.13






A3 ROP

105

5 10 510000
510001 10 520000
520001 TO 510000
510001 TO 550000
550001 TO 550000
550001 10 560000
560001 10 570000
570001 10 500000
560001 10 500000
590001 10 5100000
5100001 TO 5150000
5150001 TO 5200000
5200001 10 5100000
5100001 TO 5500000
QMR 5500000

1014

UAGG 1 BAIART
H FCIN M
2925 1.09  26165568.00

51955120.15  255905721.00
52752119.70  701208759.00
19508115.72  891115999.00
115551U. 7811062515280. 00
25721 9.2111067862265.00
18118 6.771 912259695.00
115611 5.061 822511897.00
100711 1.761 695522872.00
69611 2.601 512100519.00
56601 1.75] 170011162.00
719571 2,971 701929751.00
8511 0.121 6958880B.00
109 0.051 9900570.00
108] 0.05/  15989158.00
75| o011 15865566.00

TABLE 40
1990 TAX ALTERNATIVE THREE
MODERATE ECONOMIC SCENARIO

aiij_ ross
1fit {INI.
all

-59281582.17
10671 1792.11
§21126187.55
1028619550.15
1171552119.22
1177551532.09
1056722120.05
919857608.90
815711915.87
659055525.68
505658932.17
1102871983.55
186065265.57
52186195.85
51590335.51
75569795."7

2677821 10018182565762.00 9875179509.39 7779166079.851

(00 S T
am W
12785719.15 7950.00
92333065.77 77609.00
578190855.15 93095.00
710115166.01 86237.00
§71851395.21 80088.00
915177720.65 69672.00
§55613776.65 53910.00
783153088.701  61827.00
695230337.971  31956.00
566389591.681  22062.00
550283661.871  16755.00
1006765962.951  25661.00
176168580.371 2661.00
51153579.961 275.00
52167781.811 3571.00
71576011521 260.00

ifices 'Rt IRRENY
I IM

26085755.00

256662889.901

105122760.50
276390020.70
262716736.80
229257019.20
176886101.00
137238569.70
106866269.50
12187628.201
68612610.501
§6196307.101
8665385.101
899021.601
1171352701

787666.00]

187526.79
1075101.25
31520753.19
65200539.61
56660126.73
56909183.26
52803276.60
63166001.32
62606056.28
3660631150
27376571.83
6112172178
10663932.3?
2617230.67
1139138.91
6621116.69

606692.00 1989960901.191 683512308.79

PAID rniM

IIDKI 1AX

w

192217.81
131916.20
1022598.69
3863250.88
1691232.92
11317667.69
12963983.69
12639166.91
11693625.56
10117572.39
8266957.66
18150336.29
2872000.80
627972.21
86696 1. 1?
1225183.66
103035137.66



TA)WTY
S

A0 GROP
LSS 167163.15
0 10 $10000 5539983.95

S10001 TO $00000  28691650.65
$00001 TO $30000  62618909.96
$30001 O$<Q0  52311083.65
$0000L TO $50000  56910663.26
$50001 TO $60000  51276826.60
$60001 TO $70000  66939185.32
$70001 TO SS0000  61716360.28
$80001 TO $90000  33983369.50
$90001 TO $100000  26957019.83
$100001 TO $150000  60605397.78
$150001 10 $800000  10570108.82
$200001 TO $300000  2669216.67
$300001 TO $'<00000  3128366.91
OMR $<00000 6616560.69
TOTAL 666768666 ,79
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A RAP

LSS

to 10 S10000
510001 TO 520000
520001 TO 530000
530001 TO 540000
540001 TO 550000

1991 TAX ALTERNATIVE THREE
MODERATE ECONOMIC SCENARIO

WAGE | SAURY
H KM W
2826 1.05  26151717.00

51193 19.07  233394604.00
51365 19.14 686318284.00
| 39219 14.61 889736838.00
31792 11.851107121089 .00
| 25107 9.3511086818833.00

TABLE 41

ARuE>

M

-58930891,94
292786918.06

REE  JdFE ofmds TR
M I I I

132324571.15
82582252.75

1 18680
| 14172

550001 TO 560030
560001 TO 570000
570001 TO 550000 | 10701
560001 TO 590000 | 7572
590001 TO 510000C 1 5223
5100001 10 51500001 9204
5140001 TO 52000061 1073
52i"31 TO 53000001 143
530000 10 54000001 44
QR 5400000 I
TOTAL 1268393

6.961 959615727.00
5.281 862239297.00
3.991 734716610.00
2.821 576125158.00
1.951 412975522.00
3.431 813480190.00
0.40] 113744305.00
0.051  15670147.00
0.02]  7005312.00
0.031 1573367100
10018505137113.00

799113086.17  456138304.79
1022530539.62  697377972.92
1181316606.58  870469704.91

1197238525.45  924169008.81 |

1087936586.28  873345010.881
983541884.84  813410134.241
866083961.40  734339276.201
10503237102 611844727.421
565674142.95  501083315.951

1285842525.18 1170104913.781

231801267.@ 218668417.681
52588873.08  51206514.481
22124906.06  21571247.261
86653603.57  85677122.171
10321334905 8125220381.341

7702.00
14429.00
90083.00
§2853.00
79365.00
69920.00
55022.00
43674.00
33882.00
23906.00
16559.00
29707.00

3371.00

349.00
142.00
251.00

26428642.80
255395670.60
309110806.20
28430178420
272333061.00
23992348800
188802490.80
149862963.601
116262694.801

82031048.401

56820552601
101936599.801

11567249.401

1197558.601
487258.801
861281, 46|

81225374
6357076.19
30075759.46
44376178.30
54562460.60
5745721253
53960604.651
50030000.051
45002452.571
37386667.651
30532038.961
>1035590.831
13214041 0§
3083478.871
1298258, 841
5147539.331

611215.00 2097323150.991 504331613.621

IR T

M

20679743
12214760
960092.44
3799309.46
1476603.34
11392342.50
13257595.05
12930124.62
12033321.85
10876714.54
9204619.46
20994394.11
3616272.24
804342.8 1
332690.66].'l
1428433,94
109542 127.0/
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A RAP

LSS

3 10 30000
S10001 TO $20000
$20001 TO $30000
$30001 TO C$0000
$$0301 TO $50000
$50001 O $60000
$60001 O $70000
$70001 TO $80000
$80001 O $30000
$90001 TO $100000
$100001 TO $150000
$150001 10 $200000
$200001 10 $300000
$300001 TO $500000
O/R $500000

TOAL

m AH

%% 105
51193119.07
5136511 9.1
3921911$.61
3179211185
1071 9.35
186801 6.9
18172] 5.28
107011 3.99
L 282
5031 195
0081 393
10731 040
1$31 0,05

s 0.0

L 0.03

2683931 100

WAGE | SALARF
NCAi

9253.97
$559.11
13361.59
22686.37
33698.35
$3267.98
51371.29
60851.05
68658.69
16086.26
79068.68
§8383.33
106192.27
109581.%5
159211.6$
199160.39
31689.12

A
Income

MAD

-2090$.89
5786.33
15592.75
612,95
37213.85
§7782.99
58109391
6973.891
8109$.00
9375.92)
108385.9§
139735, 111
216031001
37756.161
502838.771
1096881 .0t
38581351

loeia

MA

$682.90
1613.16
8880.33
17781.68
27380.15
36809.22
$6752.9i
57395.58
68623 .93
80803.58
95037.8
127130.08
203791.63
158087.51
$90255.62
105$520.53
30273.59

| SHFRE ol TolARHEY PR A
VA NN NN 1 MO

2713
1.45
175
211
250
2781
2951
1081
3171
3,16
3171
331
3181
2,881
3231
3181
2.281

9151.9
$988.88
6017.93
72$9.08
8566.09
556,03

10107.20

1057$.58

10865.661

10833.97

10878.911

11075251

10780.291
837$.59

11078, 06|

10902.301
7818 371

287,821
123.181
585,511
1131501
1716231
2288.89
2838.681
3530.201
$205.9)
$937.99
5895.691
717,901
1231509
21562.791
29505881
5158731
1379.081

71.18
2.19
18.69
%.87
235.17
$53.77
109.72
915.90
1129.69
18365
1762.32
2281.01
3370.2
5623.3
1553.83
18033.%0
$03.18



Al GROP

LSS

0 10 S10000
010001 O 020000
020001 TO 010000
010001 TO 040000
040001 TO 030000
050001 7O 060000
060001 TO 070000
070001 TO S0
080001 TO 090000
090001 TO 0100000
0100001 TO SS00C00
0150001 TO 0200000
0200001 TO 0100000
0100001 TO 0400000
QVR (400000

TOAL

A mﬂék TY
MEAN

280.94

9.79

512,87
10(6.90
1642.81
2208.55
2805.18
144171
411741
484821
575,27
1627 10
1222750
2148525
20415, 14
6507121
1816.42



I RCH

22 101
582 1811
0190 1865
16.68

9.67
7.01
519
6.16
29
2.16

1991
0501
006l 16225019.00
0011 6277165.00
0011 18159817.00
10018662002910.00

UEt ARY

an

25601111.00
221076615.00
67685650100
688895619.00

1115560797.00
972929669.00
880191766.00
765860668.00
611609955.00
665260262.00
956129681.00
166765672.00

TABLE 42

1992 TAX ALTERNATIVE THREE
MODERATE ECONOMIC SCENARIO

s

an

-59702619.05

TR E
irnconc

Sun

11655782.37

Z278511906.751  76266960.12

781699606.62
1015967865.12

1196 1106661969.00 119866866106

1217226966.02
1100596817.68
1006001261.51
9015651955.07
769701168.29
625050219.11

617070798.72
68502517117
8768368119
912556988.66
877852717.88
827276550.51
759266627.07
667265160.29
550657970131

1696756712.251 1156509526.25
297067618.651 279667590.66
6219267/6.871 60151062.87
1117617961  12917605.96
82022576.161  80791058.16
107666625551 866818192677

BN
un

771200
71311.00
87589.00
80968.00
78926.00
70076.00
56689.001
66089.00!
35168001
25269,001
18361001
36613.001

63066.001

669,001
99,001
307.001

semdls Ao iR

aun

27670656.00
255863868.00
316269112.00
290661626.00
283179112.00
251612688.00
1969%61732.00
158191112.00
126182786.00

90665172.00

65879266.00
126191666.00!

15591668.00!

1611012.001
356212001
1101516.001

705950.06
5737763.75
28825677.70
63635169.17
56962216.59
57968586.39
56231083.07
50878617.57
66530697.621
39550160.621
33551118.20!
82236370.651
16887219.661
3616887.771
778966.361
6855263.691

FER TR

aun

17111050
120869.63
9256836.11
3766816.16
7650572.62
11661229.55
11125056.77
1323172388
12522167.69
11667818.10
1011118261
2660663193
6572865.90
967653.93
210560.82
1366750.61

616150.002203570199. 99 526956756.061 116222039.31



TA)%WY

A RAP
LSS 6B73A6. A
0 10 $10000 A.55897 .61

$10001 10 $20000  2622A2A7.92
$20001 10 $30000  AL155510.27
$30001 TO K00 52610070, 0.,
$.0001 TO$50000  55753A19.31
$50001 10 $60000  52671163.07
$60001 TO $70000  A9636A735T
$70001 10 $80000  A6555865.62
$80001 TO $70000  38835908.A4
$70001 TO $100000  3303A782.20
$100001 TO $150000 812705715
S150001 TO $200000  16766855.AA
$200001 TO $300000  3621063.77
$300001 T0 $.00000  776256.36
OAR $'.00000 asa 1983, 9
TOTAL 505103035./8






LA l|ATmtY
e

A0 GROP

LSS 291.07
0 TO 510000 91.12
S10001 10 $20000 522.50
920001 O 930000 1055.92
510001 10 $90000 1615.12
590001 10 00 2195.61
$90001 10 $60000 2785.65
$60001 10 $70000 1922.50
$70001 10 A0 9087.91
$80001 TO $90000 9810.99

$90001 7O 9100000 5721.25
$100001 TO $150000 1575.56
$150001 10 $200300 12155.81
$200001 10 $100000 21100.18
$100002 10 $900000 2112199
OGR $900000 57010.39
101AL 1887.95



Liability to Collections

The projected time pattern generated from 1970 - 1979 accounting
data can be used to translate the projected tax year <collections
presented 1n the tables below Into gross receipts (col. 2), refunds (col.
3), and net receipts (col. 4) by quarter and fiscal year. The U. S.
Consumer Price Index (col. 5) 1s wused to deflate or Inflate the net
receipts 1n nominal dollars to real 1986 dollars (col. 6) sowe can
compare estimated 1988 through 1992 projected fiscal year collections to
actual collections from 1975 through 1979.

TARLE 13
(FFD TAXAELE)
LIABILTITY TO GOLLECTIONS
TAX ALTER\ATIVE THREE
MIERNE ECONCHC SCENSRIO

6R06S NET NET REC
FYQ REEPTS RAUNS REHPIS 486
(fa noa) (4a noa) (4a noa) (4a real)
& 325.98
88/1 10 4 (42)
12 10 40 (40
13 4 43 (41)
14 487 46 48
TOAL 489 Vi) 171 338.66 476
89/1 4116 45 an
12 413 viv} 4151
/3 4149 416 1P
/4 4126 436 48
TOTAL 443 G0 483 354.17 4445
U/l 4123 46 117
12 4163 P 4161
n 4158 420 133
14 132 44 438
TOAL 4576 472 4504 370.39 4443
91 4128 45 4123
12 4169 L 4168
/3 4165 416 4149
14 2137 435 4103
TOAL 4600 457 4543 387.35 4457
92/11 1A 45 4129
12 K77 vivl 475
u 172 415 4157
U 4139 44 4105
TOTAL 461 4% 4566 405.09 4455
-( 160 )e



METHOD
General Description of the Modelling Process

Alaska repealed Its Individual income tax beginning with tax year
1979. Because no data on state tax collections is available after that
time the first task of this analysis was the development of a data base.
These data sources were examined:

1. Statistics of Income data for years 1964-81.

2. Federal tape data for years 77, 78 and 81 to 85.

3. State income tax tapes for years 76 - 79.

The second step in the analysis was to conveniently and accurately

summarize the information in these data bases. Tax analysis needs to
consider both the aggregate level of income and the distribution across
income classes of that income. Income distributions are frequently
analyzed with some variant of lognormal or Pareto frequency
distributions. This analysis used the lognormal distribution to analyze

and summarize the information in the various available data bases.

The third step in this study was to examine how the parameters
describing these income distributions varied over time as economic

conditions changed. These historical relationships were then wused to
forecast how the Income distribution might look in future years given a
forecast of key economic variables. In addition to the distribution a

forecast of the number of joint and non-joint returns was developed,
again based on historical relationships to key economic variables.

At this point the analysis can predict the number of returns likely
to be received in future years and the distribution of .these returns
across income classes. In the next step we sampled returns from the most
recent federal tape in proportion to the estimated frequencies with
adjustments made to reflect probable relationships between s”ate and
federal filings. Each return selected in the sample has information on
income, exemptions and deductions.

The predicted distribution and the sampled returns provides a

characterization of the state income tax base in future years. Tax
structures can be varied by changing rates, exemption amounts and
deductions. Revenue impacts are determined by running different tax

structures against this base of tax returns.

The Inflation rates used to Index tax structure elements were those
1n the Petroleum Revenue forecast produced 1n December 1986.(20)



Data Description. Limitations and Use

Statistics of Income Data

Source: Statistics of Income Individual Income Tax Returns Department of
the Treasury Internal Revenue Services

Period of Availability: 1964-81

Type of Information: For all returns and joint returns by adjusted gross
Income class:
Number of returns
Adjusted Gross Income less deficit
Salaries and wages - number of return and amount
Total number of exemptions

Total Income tax - number of returns and amount
Description: This series of reports presents Information based on a
stratified sample of wunaudited individual Income tax returns
filed by U.S. citizens and residents. Estimates 1n a given

year's report are primarily based on returns for that Income
year but may reflect a small number of late filings from prior
years. Data at the state level 1s based on the state address
reported on the tax return.

Limitations:

The sample used to generate the reports 1s quite small and estimates are
subject to some sampling error. While the sampling design Insures that a
minimum number of returns are selected from a small state like Alaska the
presence of variation among possible samples needs to be recognized.

A second problem Involves the level of detail presented 1n the reports.
For Instance about 80 percent of Federal Income tax paid by Alaskan residents
1n 1981 came from returns 1n two Income classes $30,000 to 50,000 and $50,000
to 100,000. Given such broad groupings U is difficult to develop summary
measures such as means or percentiles to characterize the returns 1n the
income group. For tax estimating purposes It 1s Important to know how returns
are distributed within an Income class and as a consequence this distribution
needs to be estimated.

A final problem 1s that the data provides no Information on persons

earning Income 1n Alaska but paying federal tax as a resident of another
state.

1418 )



Alaska Individual Income Tax Data

Source: Alaska Individual Income Tax Computer Tapes Department of
Revenue, State of Alaska

Period of Availability: 1976-81, previous years lack complete Information

Type of Information: For all returns:

Description:

Limitations:

Use:

Adjusted Gross Income Federal
Adjusted Gross Income Alaska
Taxable Income

Total number of exemptions
Total Income tax

The Alaska Individual Income tax data was collected to help
administer the Individual Income tax program. These tapes
Include returns from persons owing Income tax to the State,
regardless  of residence. The tapes have Information on

Individual Income tax returns submitted during the transaction
year, regardless of the tax year of the return.

We combined the records from the same tax year into data sets,
assuming that late filers tended to resemble the other

records. This assumption was made with all the return data
bases and 1s discussed above In the section on the Federal
Income Tax Tapes.

The short time span of this data limited Its usefulness. The
data was collected primarily to account for refunds and
payments; and therefore, the accuracy of the basic Income
Information was never verified.

This data was used 1n a 1977 match with the 1977 Federal data

base, as described above. It was also used to develop an
out-of-state filer database. This was used 1n addition to
records from the Statistics of Income and Federal Income Tax
analysis as both theseare Ilimited to returns filed from

Alaskan addresses.

The out-of-state filers are migrants (1n or out), non-resident
workers, Alaska residents temporarily out of state (such as
students or patients), and Alaskans at military stations or
with delegations representing the State 1n various locations
(such as Washington D. C.). Non-residents and part-year
residents apportion their income, deductions and exemptions
based oneither percentage of |Income earned in this state
compared to elsewhere, the source of deduction expenditures,
or site of property which 1s the basisfor deductions. These

records do not resemble theln-state filers and have to be
modelled separately.
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Federal Income Tax Tapes

Source: Federal Individual Income Tax Computer Tapes, Department of
Treasury, Internal Revenue Service

Period of Availability: 1977-84, (1979 and 1900 non-avallable)

Type of Information: For all returns:

Description:

Use:

Most fields on the Form 1040 and attached
schedules

The Federal Individual Income tax data was collected to

help administer the Individual Income tax program. The
state receives these tapes under the federal 1nfomatlon
exchange program. These tapes Include returns from
persons submitting their returns from Alaskan addresses.
The tapes have Information on Individual Income tax
returns submitted during the transaction year and the
previous tax year. Before the data 1s used, all

Identifying Information such as name, social security
number, address and character codes was removed from the

data set.

The tape data was then wused as a benchmark for testing
the accuracy of the SOl sample data (see description
above). This data was used 1n a 1977 match with the 1977
Alaska data base, described above.

This was done to Identify characteristics of the two
groups of taxpayers whose status on the federal tape 1s
inaccurate for state tax purposes: (1) filers who would
owe state Income tax but.do not appear on the federal tax
tape, and (2) filers who appear on the federal tape but
file no state tax return.

The first group 1scomposed mostly on nonresidents who
earn part (or all) of their Income 1n Alaska but file
their federal income tax return from an address 1n
another state. This group can also contain both
lnmilgrants and outmigrants, as well as residents
temporarily living out of the state (such as students,
elected federal officials and their staffs, and Alaskans
serving 1n the military). This group has been

significant enough that 1t was estimated and Included 1n
the study data.

The second group 1s composed mostly of nonresident

military living 1n the state whose Income 1s

federal government but was not taxed by the state tinder
old law. It also Includes people whoseonly source of
Income 1s Interest on federal government obligations.

This group 1s small and has relatively small average
adjusted gross Income, thusno adjustment was made for
them.

taxed bythe



Limitations:

The latest year of the federal data (1984) was used to
estimate the Income tax liability generated by different
Income tax structures. The method for this 1s described
above (see the first page of the METHOD section of this

report).

The short time span of this data limited Its usefulness.
The data 1s compiled on the assumption that late filers
from the previous year adequatedly represent late filers
for the current year. This same assumption 1s made when
the IRS compiles Its Statistics of Income publications.
Since the SOl data was wused to estimate the Income
distribution used 1n this study, the assumption was
maintained.

This assumption has two primary disadvantages. First, 1t
only allows for one year of late filers, while state
Income tax data prior to 1979 shows that multiple year

late and amended filing are plentiful. Second, this
assumption Implies that one year late filers have roughly
the same characteristics year to year. Analysis of the

data suggests that this has been a fairly reasonable
approximation of the past; however, whether this will
remain true 1n an economic downturn or with a change 1n
tax law 1s not known.



Cash Flow Data

Source: Cash Flow Computer Tapes Department of Revenue, State of Alaska
Period of Availability: 1970-86, (1980 1s missing)

Type of Information: For all receipts:
Tax type
Tax amount received
Tax submitter
Date received

Description: The Department of Revenue Cash Flow data 1s an accounting
system used to keep track of all monies that flow through the
department.

Use: This data was used to determine the time pattern of payment
for each tax year. From this pattern, we can translate the

liability Information 1n quarterly gross collections.

PBA Reports

Source: Monthly Revenue Journal, Department of Administration, State of
Alaska
Period of Availability: 1969-86

Type of Information: For each month:
Tax type
Tax total received
Tax total refunded

Description: The PBA system was the State's automated accounting system
until very recently (1986).

Use: vie were unable to use the data tapes but used summary reports
on receipts and refunds of Individual Income taxes to estimate
the time pattern of collections. No Information on the
Individual, Individual amounts or tax year was available from
these summmary reports. The total receipts were used to
compare and verify Cash Flow System totals. The refund
Information was the only good Information we had on outflows,
and as noted before was not ldentifiable by tax year. It was

used to estimate a relationship between refunds and prior tax
year receipts and to develop a quarterly refund pattern.
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