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March 18, 1992

Tho Honorable JUilo Koponen Alaska State Legislature State Capitol Building, Ra. 503 Junaau, AK 99801
Daar Representative Koponen:

Z racaivad your memorandum of March 12, 1992, expressing your concerns with tha status of fisca l notes on leg is la tion which you hava introducad and which affect tha Oapartaanc o f Ravanua.
In regard to HB 522 which daals with a Raal Estate C jnveyanco Tax, this b i l l  has not baan schadulad fo r a haaring. HB 523, Businass Licansa Tax, has baan schadulad fo r a haaring in Labor 6 Commerce Committee and wa have begun work on a f isca l note. HB524, Limited Entry Permit Transfer Tax, is not schadulad fo r a haaring.
Tha Department of Ravanua has reviewed your proposed leg is lation re lating tc tha taxation of personal income. Rouse B i l l525. As would ba expected in legis lation dealing with this cctaplex area o f law, tha implications and meanings o f tha sactions of this b i l l  ara complex and interrelated. Tha department has determined that oraparation o f a fisca l note talcing into account a l l  tha provisions o f tha proposed legislation would require approximately 300 hours o f e f fo r t  to calculate revenues and coat. We are simply not in a position to devote s ta f f e ffo rt o f this magnitude ia a short time period.
I have attached a fisca l note fo r leg is lation dealing with personal income tax which the legislature considered in 1987. When reviewing this material i t  should be remembered that the legis lation as wall as tha current state demographics are significantly d iffe ren t as would be the resultant calculations. In 1987, when the la s t calculation was done, the coat estimate to operate tha program by the Department of Revenue was 51,345,000. Cost in today's dollars would be approximately 51,713,000. Revenues to tha state would to ta l between 5250 and S400 million. As your leg is la tion  soves through the process, the Department of Revenue w ill devote time to tha e f fo r t  of arriving at a fisca l note that reasonably accommodates a i l o f the b i l l ' s  provisions.



I t  is my understanding that che e ffo r t co develop a fisca l noce in 1987 required approximately six months o f Department of Revenue s ta f f time to prepare the cost and revenue analysis. Based on our current staffing , the majority of this time would now result in reduced audit e ffo rts  and therefore reduced revenues. The e ffo rt in 1987 waa reviewed by Legislative Finance Division and a copy of their April 21, 1987 analysis is attached.
I apologise fo r any misunderstanding o f our e ffo rts  that may have occurred and encourage you to contact this o ffice  when concerns arise in the future.

cc: Max Hodel, Chief-o f-Staff, Office o f the GovernorPaul Fuhs, Legislative Liaison, Office o f the GovernorLarry E. Myers, Director Income « Excise Audit DivisionRod Mourant, Special Assistant co the CommissionerRepresentative DavidsonRepresentative FinkiesteinRepresentative KubinaRepresentative MackieBouse Finance CommitteeSenate Finance Committee

Enclosure
DJR: rm  92-065
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O f fe r e d :  4 / 1 / 1 7
R e fe r r e d :  F in an ce

wol227hB

Original sponsor: Rules/Governor

in me House by thc state affairs cor*iirree

CS FOR House BILL NO. ISA (State Affalra)
IN THe LEGISLATURE OT THE STATE OF AUSKA 

FIFTEENTH LEGISLATURE * FIRST SESSION 
A BILL

For an Act entitled: ‘*An Act relating to the taxation of Incoae; relating
to individual tax credits; and providing for an 
effective date.**

BC IT ENACTED BY THC LEG I SUTURE OF THE STATE OF AUSRA:
* Section 1. AS 43.20.011 is amended by adding nev subsections to read:

(g) There le lapoted for each taxable year upon the taxable
income of every resident, nonresident, and part*ycar resident Indl- 
vidual and fiduciary of thc state, except those subject to the rates 
in (h). (1). and (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 3.2 percent of taxable income
$30,000 or more $940 plus 5.7 percent of the

excess over $30,000.
a(h) There ts imposed for each taxable year upon the taxable

income of every resident, nonresident, and part-y*ar resident married
individual who makes a single return Jointly with a spouse, as provid* 
ed in 24 U.t.C. 4013 (Internal Revenue Code), and upon every resident, 
nonresident. and part-year resident surviving spouse, as defined in 24 
U.S.C. 2(a) (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 $30,000 3.2 percent of taxable income
$30,000 or more $1,400 plus 3.7 percent of the
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1 iic i l l ovar 530.000,
2 (1) Thara la tapoiad for aach taxable year upon tha taaabla
I incoa* of avary raaldant. nonraaldant, and part-yaar raaidant haad of

a houaahold, aa defined In 26 U.5.C. 2(b) (Intamal Ravanua Coda), a
3 tax computed according to tha following tabla:
6 tf tha taxabla incooa ia: Than tha tax la:
1 Ovar 511 but laaa than $60,000 3.2 parcant of taxabla lncooa
I $60,000 or *ora $1,210 plua 3.7 parcant of tha
6 axcaaa ovar $60,000.
10 (J) Thara ia imposed for aach taxabla yaar upon tho taxabla
11 tncooe of avary raaidant. nonroaidant, and part-yaar raaldant named
12 individual who doea not aaka a aingla ratum Jointly with a spouse a
11 tax coopwtad according to tha following tabla:
16 If tha taxabla incoat ia: Than tho tax ia:
13 Ovar $31 but laaa than $23,000 3.2 parcant of taxabla incoae
16 $23,000 or aore $100 plua 3.7 parcant of tha
17 axcaaa ovar $23,000.
18 (k) In (g), (h), ( i ) , and ( j ) of thia aactlon, tha tax on a
19 nonroaidant or part-yaar raaidant individual or fiduciary ia tha taxa20 coaputed on taxabla inco*a fro* all aourcaa, aultlplied by a fraction
21 tha nuoerator of which ia adjusted groaa income froa aourcaa in tha
22 atata and tha danomnator of which la adjuatad groaa incotaa fro* all
23 aourcaa.
26 ( l )  an individual ahall dataralna tha tax undar thia aactlon
23 uaing tha sane filing atatua aa uaad on tha indivldual'a fadaral
26 ratum.
27 ♦ Sac. 2. AS 63.20.030(a) ts anarvJod to raad:
21 (a) |v*J7 Jlndlvi^ al1.(k4VU»m . * fARTttRSMIP WHICH »U»
29 A CORPORATION AS A PARTNER OR A) corporation (IS) required to »aka a

CSHB 1 3 6 (SA) •2» H10136R



r«turn under thr provision* of tho Internal Rovonuo Codo [. IT) shall 
at tho sear tine ftlo with tho dopartaont a rotum sotting out

(1) tho amount of tax duo undar this chapter. loss allow- 
*1*1* credits and payments clalaod against tho tax; and

(2) othor information for tho purposo of carrying out tho 
provisions of this chapter that (MUCH) tho dopartaont requires.

* Sec. 3. AS 43.20.030(d) Is oaondod to rood:
(d) A taxpayer (. UPON REQUEST BY THE DEPARTMENT.) shall file 

with tho return (FURNISH TO THE DEPARTHCNT) a (TRUE AND] correct copy
of tho tax rotum (WHICH THE TAXPAYER HAS] filed with tho United
States Internal Rovonuo Service. Every taxpayer shall file an ocondod 
rotum with tho dopartaont. and roait ant additional tax and interest 
duo (NOTIFY THE DEPARTMENT IN WRITING OF ANT ALTERATION IN. OR MODI­
FICATION OF. THC TAXPAYER'S FEDERAL INCOME TAX RETURN AND OF A RECOM- 
FUTAT10N OF TAX OR DETERMINATION OF DEFICIENCY (WHETHER WITH OR WITH­
OUT ASSESSMENT). A FULL STATEMENT OF THE FACTS SHALL ACCOMPANY THIS 
NOTICE. THC NOTICE SHALL BE FILED) within 40 days after tho final 
dotoroination of tho taxpayer's federal tax liability (MODIFICATION. 
RECOMPUTATION OR DEFICIENCY. AND THE TAXPAYER SHALL PAY THC ADDITIONAL 
TAX OR PENALTY UNCCR THIS CHAPTER). For purposes of this section, a 
final dotominat ion mini (SHALL MEAN) the tia* that an amended feder­
al rotum IS filed or tho date a federal (A NOTICE OF DEFICIENCY OR 
AN) assessment is made (MAILED TO THC TAXPAYER BY THE INTERNAL REVENUE 
SERVICE. EXCEPT THAT IN NO EVENT WILL THERE BE A FINAL DETERMINATION 
FOR PURPOSES OF THIS SCCT10N UNTIL THC TAXPAYER HAS EXHAUSTED RICHTS 
OF APPEAL UNDER FEDERAL LAW).

* Sec- 4. AS 43.20.031 is amended by adding new subsections to readt
(i) The gross incoae of an individual or a fiduciary is grots 

incoae as defined in 24 U.S.C. 41 (Internal Revenue Code), and
HR01S4B ClKB 1S4(SA)



Includes those lteas specifically included in gross incoa* under 26 
U.S.C. 71 - 26 U.S.C. 89 (Subtitle A. Ch. IB, Part II of the Internal 
Revenue Code) and excludes those iteas specifically excluded froa 
gross incoae under 26 U.S.C. 101 • 26 U.S.C. 133 (Subtitle A, Ch. IB, 
Part HI of the Internal Revenue Code), with the following Modifica­
t i o n s :

(1) a taxpayer who receives a cost-of-living allowance that 
is except froa federal incoae tax shall detcraine and Include that 
aeownt as part of the taxpayers incoae as if the cost-of-living 
allowance were not except;

(2) a taxpayer who receives interest upon obligations of a 
state, or interest upon obligations of a political or eunlcipal subdi­
vision of a state, that is except froa federal incoae tax shall deter-
atne and Include that aaount as part of tha taxpayer's incoae as if 
thc interest were not except;

(3) gross incoae does not include longevity bonuses re- 
ceived under AS *?.AS.

(k) The following adjustaents to the gross incoae of an indi­
vidual or fiduciary are allowed aa deductions in arriving at adjusted
gross incoae under this section:

(1) the deductions allowable under 26 U.S.C. 62 (Internal 
Revenue Code)

(A) attributable to a trade or business carried on by 
a taspayer;

(■) froa the sale or exchange of property;
(C) attributable to property held for che production 

of rents or royalties;
(0) for the preaature withdrawal of eoney froa tlae 

savings accounts or deposits;
CSHB ISMSA) -6- H»01)4B



1 (C) for alimony;
2 (2) interest received on obligations of tho Unltod Statos;
3 (3) refunds of stato Incoae taxes Included In gross Incoae;
A (A) permanent fund dividends paid under AS A3.23.OSS.
5 (1) The taxable Incoae of a fiduciary is its adjusted gross
6 incoae. The taxable Incoae of an individual taxpayer is the taxpay
7 er’s adjusted gross incoae less personal exeaptlons. An individual
8 taxpayer aay deduct froa adjusted gross incoae the nuaber of personal
9 exeaptlons to which the taxpayer is entitled under 26 U.S.C. 151
0 (Internal Revenue Code). The exeaptlon aaount is $3,000 and is not
1 adjusted for inflation.
2 (a) In this section. "individual" means a resident, nonresident,
3 or part-year resident individual, and "fiduciary" aeana a resident,
A nonresident, or part-year resident fiduciary.
5 * Sec. S. AS A3.20 is amended by adding a new section to road:
6 Sec. A3.20.032. TAX CALCULATION FOR NONRESIDENTS AND PART YEAR
7 RESIDENTS AND FIDUCIARIES, (a) In computing the tax of a nonresident
8 or part-year resident individual or fiduciary under AS A3.20.01i(k),
9 the part of the adjusted gross incoae attributable to sources in the
0 state is determined under AS A3.20.0AO.
1 (b) In coeput ing adjusted gross incoae attributable to sources

in the state (or a nonresident or part*year resident Individual or 
fiduciary, deductions and adjustments are allowed only to the extent 
that they are conneeCed with incoae that arises froa sources in the 
state or property hiving a situs for taxation in tha state.

• Sec. 6. AS A).20.0«0(b) is amended to read:
(b) In this section, incoae is froa a source having a taxable or

business situs in the state if it is derived froa
(I) owning or operating business facilities or property in

H8013AR •». CSHB ISA(SA)



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

(3) (REPEALED
(4)] a partnership that [WHICH] transacts business In the

state;
(*] [(3)] * corporation that [WHICH] transacts business In

the state and that (WHICH) has elected to file federal returns under 
2•.U.S.C. 1361 ♦ 137* (Subtitle A. Ch. 1. Subchapter 8. Internal 
Revenue Code) [SUBCHAPTER S OF THE INTERNAL REVENUE CODE);

(3) ((6) REPEALED
(7)] engaging In any other activity from which incoenr la 

received. realised1 or derived in the statê
(6) working for salary or wages in the state;
(7) an estate or trust deriving income fro* sources In the

etate.
e

* Sec. 7. AS 63.20.040 Is emended by adding a new subsection to read:
(d) With regard to the tax under AS 43.20.011(g) * (J), if a

business, trade, or profession, other than the rendering of purely 
personal services, is carried on partly inside and partly outside the 
state, the income from sources In the state must be determined as 
provided In AS 43.19.

* Sec. 8. AS 43.20 la amended by adding a new section to read:
Sec. 43.20.062. CREDITS ACAlNST TAX. (a) A resident is al­

lowed. as a credit against the tax otherwise due under this chapter, 
the amount of income tax imposed on the taxpayer for the taxable year 
by another state or territory of the United States on income derived 
from sources in the other state or territory that is also subject to 
tax under this chapter.

th e  s t a t e ;

CSUB 1 3 4 (SA ) - 6 -  KB0134B



(b) The credit allowed In (a) of this section is llaitad to that 
proportion of the tax computed under thle chapter that the taxable 
Incoae froa the other staee or territory bears to total taxable In* 
coae. The credit nay not exceed the actual tax paid to the other 
state or territory.

(c) The aaounts deducted and withheld as taxes under this chap­
ter during a calendar yaar are allowed as credits to the taxpayer 
against the tax Inposcd by this chapter.

o(d) A taxpayer who qualifies for receipt of the Alaska permanent 
fund dividend under AS 43.23 nay, under regulations adopted by the 
department, request the department to apply the dividend as a credit
against the tax Imposed by this chapter.

* Sec. 9. AS 43.20.063 is amended to read:
Sec. 43.20.063. ALLOCATION A N D  A P P O R T I O N M E N T . A corporate 

taxpayer who has income from business activity that [UHICM] is taxable 
both inside and outside the state or income from other sources both
inside and outside the state shall allocate and apportion net income
as provided in the Multlstate Tax Compact (AS 43.19), or as provided 
by this chapter.

* Sec. 10. AS 43.20 is amended by adding a new section to read:
Sec. 43.20.171. COLLECTION 0T INCOME AT SOVNCE. (a) Every 

employer making payment of wages or salaries shall deduct and withhold 
an amount of tax computed tn a manner to approximate the amount of tax 
due on those wages under this chapter for that year. The employer 
shall remit withheld taxes to the department, together with a return 
or report prescribed by the department, at the time or times required 
by the depeitment by 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 no later

HS01341 c tM i | J a <IA )



than January 31 of tha succeeding year, or within 30 days after ter­
mination of employment, whichever Is earlier, a written statement on a 
form prescribed by the department showing

(1) the name and taxpayer identification number of tha
employer;

(2) the name and social security number of the employee;
(3) the total amount of wages end other compensation; and
(4) the total amount deducted and withheld as tax.

(b) Every employer making payments of wages or salaries earned
in the state, regardless of the place where the payment is made,

(1) is liable for the payment of the tax required to be 
deducted and withheld under this section and Is not liable to an 
individual for the amount ot the payment; and

(2) shall make return of and pay to the department the 
amount of tax levied that tha eeployer is required to deduct and 
withhold under this chapter.

(c) An employer who fails to comply with this section is subject 
to the penalties set out in AS 43.03.220(d).

(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 Chose entities, che return of che amount deducted and 
withheld on wages or salaries may be made by an officer of the employ­
er having control of the payment of the wages or salaries or who is 
appropriately designated for that purpose.

(e) In chis section, "wages.1* "employee,“ and “employer" have
the meanings attributed to them under 24 U.S.C. 1 • 9402 (Internal
Revenue Code).

* Sec. 11. AS 41.20.340 is amended by adding new paragraphs to readt
(12) “ fiduciary" means an estate, a trust, a guardian.

CSX* 1S 4 (SA ) KSO1340



trustee •••tutor, administrator. receiver, conservator, or a person 
acting In a fiduciary capacity for another or for the estate of a 
deceased person;

(11) "individual*’ ■•arm a natural person, aarried or un- 
aarrled. adult or alnor, subject to peyaent of an incoae tax under 26 
U.S.C. 1 • 9602 (Internal Revenue Code);

(14) "doaiclle" aeans the location of an individual's true, 
fixed, permanent home and principal establishment, to which the indi* 
vidua 1 intends to return from a temporary or transitory absence;

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

(16) "residence" means actual physical presence in the state 
and is determined without regard to a person’ s doaiclle;

(17) "resident" means an individual who. during the taxable
ayear, was domiciled in the state or resided in the state for the 

entire taxable year; an individual does not lose resident status 
simply by reason of attending an educational institution or by serving 
in the armed forces.

* Sec. 12. AS 4).OS.OSS. AS 0.20.012 And 43.20.013 are repealed.
* Sec. 13. Sections I * 12 of this Act apply to Incoae received after 

December 31. 1917.
* Sec. 14. This Act tabes effect January 1. 1911.

K S01S 4 I C6M* IS 4 (S A )



REQUEST

Revision Data: 3/13/87______________
T i t l e  An act relitinn to the taxation 

of tncopg derived_D y  .individuals________

STATE or ALASKA 1987 LEGISLATIVE SESSION 

riSCAL NOTE
Bill Veraion: SB 148/HB IS*

______________________  Publish Date:____________________

Sponsor: Governor

Requestor:__________

Agency Affected: Revenue____________________

BRU: Au_dll.-SnLorc*r>ent._Piib. S v e s , . Admn 

Sves.. C o w l n l o n w r .  Treasury. Research 

Cosrponents:

BXPKNPIIVHES/RKVKNUKS: CThOussnds_of__J>o,UaOJ_

TOTAL OPERATING

KY 87 1 KY 88 1 fY 89 I KY <)0 I KY 91 I FY 92

1 OPERATING 1 1 | | |

1 PERSONAL SERVICES 1 | 892.1 1 2265.3 1 2662.9 1 2673.7 1 2685.0

1 TRAVEL 1 j 46.4 1 73.5 1 84.2 1 84.5 1 84.9

1 CONTRACTUAL 1 j 645.8 1 1415.4 1 1538.9 1 1544.0 1 1547.9

1 SUPPLIES 1 | 11.7 1 37.5 1 39.9 1 40.4 1 40.9

1 EQUIPMENT 1 - | 221.1 1 289.1 1 78.3 1 52.0 1 52.0

1 LANDS h STRUCTURES 1 1 1 - 1 - 1 - 1 -

1 GRANTS. CLAIMS 1 - 1 1 - 1 - 1 - 1 «e

1 MISCELLANEOUS 1 - 1 1 - 1 - 1 - 1 -| 1817.1 | 4080.8 | 4404.2 | 4394.6 | 4410.7
1 CAPITAL 1 1 1 1 1 1

REVENUE 1 183,000 1255.000 1269.000 1282,000 1290,000

KVMirei__ iHiou o a qd f_?j.P9llaCLl___
| GENERAL rUNO 

j KE0ERAL FUNDS 

| OTHERI I9IAL_______

I 1817.1 I 4080.8 | 4304.2 | 4294.6 | 4310.7
I -  I -  I -  I -  I

| I 100.0 | 100.0 | 100.0I 1817.1 j 4080.8 I 4404.2 j 4304.6 j 4410.7
POSITIONS:

| FULL-TIME 
I PART-TIHE

» - i m g > f w r

| 33 | 64 | 67 | 67 | 671 I 4 | 4 | 4 | 4| 0 | 27 | 27 | 27 | 27
A N A L Y S I S : Attach a separate pate If noc<

Prepared By: ^ 8 Y * T 1  K. Ktilftl
Oiviaion: Audit

Approved by Co***tssloner 

A(ency: ______________

Phone: 463-7320
Date: 3/13/67

Date:

Distribution (by Agency preparing fiscal note): 
Lefislative finance 

Le|islative Sponsor 

Requestor

Office of Hanat*nenl and Budfet

l*pacted Atency(ies) page  of.

Senate Secretary



Praparad by Audit Division
Pago 1 of *

STATIC OV ALASKA 1917 LEGISLATIVE SESSION 
FISCAL NOTE

Bill Vara 1oniMgqOKST Publish D#le;__
rtovtaion Data: Agancy Affactad: HiVgmie
Titla: Stata Individual Incofto lax  Q*u: A u d i t -------------

Sponsor: Conp'inentoi,Aaouafltor:
ifrtVMfUlS; tllxms t U l  of Dollflrdl

LEUL>. -i-fy jS lL - U C tJ)2.» i. * 1 - 29—  U 7
I OW1ATINQ______________|_______ |______|_______ |______ J______ L
| P UNSOCIAL SENVICES I

I TNAVLL I

j CVtfTMCTUAL I

| SUPPLIES I

j (o u i p i u y t  I

I LANDS 4 S m u C T U B E S  |

I ciuurrs. c utfis I -  I

I H l S C t L L A O T W S ____________________ I

1 TOTAL O M a t A I U W  I - I

1 C A P ITAL I — f

171.2 1 540.7 1 540.7 1 541 7 1 540.7
4 .5 1 10.0 1 10.0 1 14.0 1 10.0

50 .0 1 112.4 1 112.4 1 112.4 1 112.4
0 .5 1 11.0 1 11 .0 1 11.0 I 11.0

17.2 1 5 2 .0 1 52 .0 1 52 .0 1 52 .0
■ 1 - 1 - I - 1 -
m 1 - 1 - 1 - 1 m
m 1 - 1 m 1 - ! m

252.0 I 751.2 1 751.2 1 751.2 1 751.1

- 1 - 1 m 1 - 1 -

I BEVilNfK______________________| | - | - I - I - I -

jfft J Jp(* I A «f| -
CtVtfAAL FUNO

IS. IL. g g l i j g j i ___
i 1 251.0 1 751.2 1 751 1 1 751.1 1 751.2

rtOONAL FUNDS 1 -  1 - 1 - 1 - 1 - 1 -
1 o n t n 1 -  1 1 • 1 aa 1 1 -
1 -12IA 1__________ - 1 1 252.0 1 751.2 1 751.2 1 751.2 1 751.2

i-2 S lT l« g :_________________________________________________________________________________I PULL-SIN! I - | » J it | 14 1 14 | 14
I P A P l■SiPt I - I  - I  - I  - I
I fiWPONANT I -  |  -  |  - |  -  |  -  |

ANALtSlS. :#•

f.**piral tyi   ** * • I _____ _ __ fNoM’i
Division Audit , - DotoI Iflifi*

Approvad by g a w i l i i i a i u f : V  ///? £*-  ^  ‘ ________  Dot at ^ ^
Aianey! _______________ ♦ I ____________

Diolributian (by Agancy praparing flocol naia)i LaglOlatlVO rinanca Laglftotlva Span**r 
i H M I t i r
O ffica of Hanoganant and M g a l

inpattad AgaCKftlaol 

Janata Saoralory



Prepared by Audit Division
Pat* 2 of 4

INDIVIDUAL llfCOMK TAX 
FISCAL M O T H  ANALYSIS

Assumptions

Tho Audit Division vlll administer the lndivldusl Income tax l a w  to 

insure compliance with Alaska Statutes. Although eslendsr year tax 

r a t u m s  will not be due until 1989, a withholding tax s y s t e m  oust be in 

place and operative by January 1, 1988. Additional staff au s t  be hired 

and fully trained to accomplish the following!

1. C o m p l i a n c e . This function will be accomplished by utilising 
both tax examiner and a u d itor staff. Tax exaalners. sore 

typically, will handle deak r eview ami lees c o m plex iasues. 

Auditors will complete field audita and deal w i t h  more 

eophistlcated and complex tax issues.

2. Appeals C o o r d i n a t i o n . These positions will be staffed by both 

tax examiners and auditors d e pending on the complexity and 

Issues involved.

2. Payroll w i t h h o l d i n g . This function will be accomplished by 

staffing of tax examiners to reconcile employer? quarterly 

withholding, returns, m o n t h l y  deposits and annual statements. 

Shsy will maintain and reconcile the employees W * 2 ’s to the 

employers returns.

s. E*turn fxtminatien and P r o c e s s i n c . 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 Iowa end filing requirementa will e  

accomplished through seminars conducted in various locations 
throughout the state «nd by training staff members dealing wi t h  

the publts. Staff training is necessary te m a i n t a i n  a cempetent 
level of employee and educate staff le the n e w  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 w h i c h  will bo infected by passage of this legislation.

0 - 1 1  EUL2

personal Services

1 Revenue Auditor IV 41.4 S i . 2
1 tax Kxanlner 111 21. J 14.4

1 t ax kxaninor 11 24.1 92.2
1 Tax kxaniner 1 2 1.J 2t.4

1 Clerk IV 20.1 24.8

1 Clerk Typist lit 19.1 25.4

1 Clerk Typiat 11 U . 9 29.9

2 Revenue Auditor 111 94.4

2 T ax kxanlner 11 44.1

2 Clerk typiat 111 50.9

2 Revenue Auditor t 22.8

1 Appeals Officer H I . .  « l JL

Travel and Per Plow

I - * , 2 IJL«-S

s m r a i t o n i

Training a.O U . i
Won g  terminals 4 Software 50.0 If.l

» 9 i s n  »

*Shls figure reflect a a one tine travel cost for employer training to 
be conducted in varioua location* throughout th* St*t# In conjunction 
w i t h  the Public Services Division.



Prepared by Audit Division 
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Individual
fiscal

g in tn .H g a m ig s g a u

1. Technical Analysis

2. Generate P o m s

1. (ducate and Asaiat Public

4. Receive Returns

5. Process Cash for Deposit 

e. Nicroflln Returns

2. establish tfdlt Selection 
Criteria

I. Perform Visual M i l

9. Data Capture Return Information

10. Perform Computer Edit

II. tnsuro Compliance wit h  Piling 
Pegu I remen ts

12. Istabllsh Refund/Credit to 
Best Program

11. Document Piling o r  Destruction

14. perform Office Audit

a) Personal Service Costs

POglTfciPS tAggg

Revenue Auditor IV 20 
Tax examiner H I  laTax seam jnor Jt 12
Tax examiner I 10
Clerk IV 9

Clerk Typist H I  t

Clerk Typist It 2

Income Tax 
Impact

Bo expenditures 

Bo expenditures

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**; Expenditures covered by 
regular audit functions

Bo expenditures

2 positions

• <1 .T TALAXV

1.544 

2.151 2.023 
1.01S 
1.211 
1.411

1.545

a b b u a i  s a l a r y

W I T H  B U r t M T S

55.120
14.424

12.025

21.405

24.294

25.441

TOTAL PtSflOBAL S T O I C S  tXf CB0ITVAK8 m i * i n



b) Contractual: a terminate, 10P, Memory upgrade,
Cosvunicationo I SO,OOO

c) Supplies: miscellaneous 4,300
d) training *,000

e) tqulpment: m i crofilm r/p, printer, desks,

chairs, etc. 33.QQO

TOTAL KXPtUIDlTUNKS <109.735

IS. Perform Field Audit

a) Personal Service Costs

Prepared by Audit Division
Page 3 of 6

POSITIONS B M S &

m m  -

MOJfTMLY t AJ.AHT AKKVAL S A U R Y
M151I. BlfttSriTS

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 SXJ'tlfDl IUNSS t m J 1 2

b) Contractual: 3 terminals , Communications 1 1S.0CC

c) Supplies: miscellaneous 3,000
d) Training 3,000

e) fttwipftrent: desks, chairs, ete. 11,000
t) Travel 3 . COO

TOTAL tTXPtttb!TUNIS H a » . ? l ?

AffClfORACg - a P O S I T I O M

a) Personal Service Costs

t 2 i : n ^ s  m a

revenue Auditor i 1«
eevenue auditor ! ]«

revenue Auditor 111 19Clerk Typist 111 I

.T S A U R Y

3.333

2 ,1 )1
3,113

«.e3l

AtfKUAL SALARY
M int t m t n n

I u . « i t39.434 
41.113

TOTAL I ttSOOAL S T O I C *  tSPSUO!TUNIS



Prepared by Audit Division
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b) Contractual: 4 term i n a l s , Communications I 30,500

c) Supplies: nlscellaneous 3,500

d) Training 5,000

e) Equipment: 'leaks, chairs, etc. 13,000

f) Travel 8.000

TOTAL EXPENDITURES 3114.4BS

a) Personal Service Costs

ANNUAL SALARY

p o s i t io n s  m nck w m 'ti- Z h im  H H U J S P c ru s

Appeals O f f i c e r  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

C) Supplies: miscellaneous 1.000
d) Training 2.500e) Equipment: desks, chairs, etc. 5.000

O  Travel 3.090

TOTAL EXPENDITURES <102.389

CRAED TOTAL EXPENDITURES <751,321
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STATK OP A L A S K A  1987 LEGISLATIVE SBSSIOII 

FISCAL NOTE

Dill Version: HB ISA

______________________  Publish Date:____________

Revision Data: March 13, 1*81______

Titla: An Act for ths taxtlon q L

Agency Affacted: Revenue

BRU: tnforeswan t_______
— Incono d e r ived by indlvjjualli 

partnerships and fiduciaries. 

Sponsor: H o u s e  Fuies Cos»ltteeRequestor:__________________ Components:, E n f o r c e m e n t - O p e r a t i n g

1 L FT 87_ 1 FY 88 1 FT 89 1 FY 90 1 FY 91 _ L N »  M  .

1 OPER A T I N G  1 1 J L J . J L J .
| PBRSOMAL SERVICES I - I 6S.0 1 256.2 1 559.4 1 559.6 1 559.4

| TRAVEL I - | 11.9 1 28.0 1 52.3 1 52.3 1 52.3

| CONTRACTUAL I - | 4.4 1 19.5 1 137.0 1 137.0 1 137.0

| SUPPLIES I - .3 I 1.6 1 3.5 1 3.5 1 3.5

| EQUIPMENT 1 - I 28.9 1 47.7 1 26.3 1 - 1 -

| LANDS 4 STRUCTURES I - | I - 1 - 1 - 1 -
| GRANTS. C L A I M S  ( - | 1 - 1 - 1 - 1 -

| KISCftLANEOUS . .| - | 1 - 1 - 1 - 1 -

1 _____ ISI A t  OPE R A T I N G  .. ,| • | 112.5 1 353.0 1 778.7 1 752.4 1 752.4

i- I - 1 T - T — T - T -
i m o s i i  ..... i - I T - T - T - T -

FVWDIWC: (Thousands of Dollars)

| CENERA1. FUND - I 112.5 1 353.0 i 678.7 I 652.4 1 652.4

j FEDERAL FUNDS - 1 i
_  e

i - i - 1 -

I OTHER (Progran Receipts) - 1 1 - i 100.0 i 100.0 1 100.0

1 TOTAL 1 - | 112.5 1 353.0 I 778.7 i 752.4 I 752.4

POSITIONS:

| FULL-TIME | - 1 s I 10 i 14 i 14 I 14

| PART-TIME - 1 I - i - i - l
1 TEMPORARY 1 - 1 I - i - I - 1 -
t m m i i  P l* a se

Prepared By: __Ift9ggj 
Division: Enforcement Division

Approved by G  

Agency: ____

• a
see the attached analysis.

<«-* f
W  Cr  WlilllSl------------------ Phone: 445-2344

Date: March 13. 1987

ias loner Date: J *  '

Distribution (by Agency preparing fiscal note): 

Legislative Finance 

Legislative Sponsor 

Requestor

Office of Management and Budget 

1 spected Agency(ies)

Senate S e cretary

p ag e o f



ALASKA DKPAHTMKWT OF RRVKMUE RWPORCEMBI/T OIVISIOM 
FISCAL HPTB ANAL Y S I S  FOR HP 136 

March 13, 198/

ASgVffl?19.Wg
1.

2.

3.

4 .

5 .

6 .

7.

8.

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 o n  first quarter returns will not appear until Juno 1, 1988.

Individual returns will begin J a n uary IS, 1989. A significant number of 

delinquencies will not appear until July 1, 1989.

Tho Audit Divi s i o n  estlouites they will generate 3,000 billings per year. 

Approximately 1 0% 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. Old ca s e  wor k  levels will docroase by 

approximately 100 cases by July 1, 1989.

Current N u m b e r  of Taxpuyer Cases 783

Projected Inventory Decline ( 100)

Subtotal 683

Additional Inventory 1.200

Expected Inventory at July 1, 1989 1.883

The maximum w o r k a b l e  Inventory for T ax Collection Specialist and Revenue 

Enforcement O f f i c e r  II positions is 120 taxpayer cases. The maximum 

workable inventory for a Revenue Enforcement O f f icer III is 70 taxpayer 

cases. (Pleaso seo the attached work l o a d  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 wee k  long trip per 

quarter.

Workstations a re currently available for the n ew position in Juneau and 

for two of the n e w  positions In Anchorage.

Page 2 of 3



ALASKA D E P A R T M E N T  Of R E V E N U E  

KVPORCEMRMT OIVISIOM 

tliShL-MTK  ANALYSIS rOR HP 134 
March 13, 1987

COHPVTATIOMS--FY *80 

r t r p pna l S scv lsT i

1 Revenue Enforcement O f f icer III (range 18. 9 49.0/year) 16.9

1 Revenue Enforcement O f f i c e r  II (range 16, 9 42.8/yoar) 14.8

2 Tax Collection Specialist II (range 12. 9 33.6/year) 23.0

1 Accounting Clerk III (range 10. 9 30.0/year) 1 < L 2

Total rr '88 Persona1 S e rv ic e s  

T r a v e l

Ravonuo Enforcement Officers to IRS Phase ] 

Transportation ( 2 trips

Per Diem (2 trips x 42 days

Revenue Enforcement Officers x 1 trip

Transportation ( S trips

P er Dioa (3 trips x 3 days

Contractual Services

Increased toll costs

[ training

•  $300)

9 $ 80/day) 

9 q u a rter 
9 $1 ,000)
* f 8 0 / d a y )

(3  c - rp l oyeos  9  $ 1 3 0 / e o )
Printing for forms, letterhead, etc.

Increased postage costs (estiaatod 9 tlOO/r.o)

Total Ft *89 Contractual Services

f i M M f l l U l t

Paper, pens, etc. (3 employees x 1/4 year 0 S230/year)

Igl*.LDLl§ S- jjis

Total rt *88 Eq u i pment Costs

a i ik J P L lM L f iB lU

1 .0
6.7

3.0

A i l

J A l l

3.0

3.0 
,4

± J l

a l

a l

2 Workstations for Support Personnel 9 $3,273.73 10.6
2 S wivel-Tllt Chairs with arris 9 $640.81 1.3
1 Pile cabinets (3 drawer legal w/lcck) 9 $341.33 .3
2 12 di g i t  Peak Calculators (printing) 9 $133.03 .3
3 Wong Computer Terminals 9 $4,900.00 14.7
3 OkIdata u82a Micro lino Printers 9 $330.00 1.0
2 Telephones 9 $343.00 _______J

111.)

Page 3 of 3



«

C o m p u t a t i o n s --PY *89 

Personal S e r v i c e s

ALASKA DEPARTMENT OP REVENUE 

ENFORCEMENT D1VISIOU 

E ISSAL.HQTg ANALYSIS FOR HP ISA 
March 13, 1987

1 Revenue Enforcement O f f i c e r  IV (range 20, 9 58.8/yoar) 29.4

2 T ax C o l l e c t i o n  Specialist II (range 12. 9 34.4/year) 17.2
1 A c c o u n t i n g  Clerk III (rango 10, 9 30.8/year) 7.7

1 Cl e r k  Typist III (range 8. 9 27.6/year) 6.9

P o s i t i o n s  hired during PY *88 195.0

iEfiVSl

S Rovonuo Enforcement Officers x 1 trip 9 quartor
Tr a n s p ortation ( 20 trips 9 11.000) 20.0

F o r  Dies (20 trips x 5 days 9 180/day) 8.0

Total IT *89 Travel 28.0

con t r » 9 t u f L ?gr.Ylc«a

Increased toll costs (10 employees 9 1150.00/eonth) 11.3

Printing f o r  foras, letterhead, etc. 4.0

Increased p o s tago costs (estiaated 9 1350.00/eonth)  4.2

T?tal PT. :9.?-.?9ntr«9twlJ t e r yjc?? 19,5

Commodities Paper, pens, otc. (10 employees 9  1250/year) 1.6

5 W o r k s t a t i o n s  for Support Personnel 9 15,273.73 26.4

5 S wivel-TlIt Chairs with arsis 9  1640.81 3.2

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

5 12 d i g i t  Desk Calculators (printing) 9  1135.03 .7

3 Wang C o m p u t e r  Terminals 9  14,900.00 14.7

1 O k i d a t a  u82 Hlcrollno Printers 9  1330.00 .3

5 T e l e p h o n e s  9 1343.00 1.7

IKlA-fT J t  S^lP^Ht Costs 47.7
I&A&1 H - L 9 9 .  1 35) .o

Page 4 of 5



ALASKA DEPARTMENT O P  REVENUE 

EMPORCKMKNT DIVISION

£ l S g A U » O T g ..AW A t,rg»  fPB H B j?4 
March 13, 1987

Coan>utatlons--PY '90

P9ft.9n« l  Pfrv U vp

1 R a v anua Enforcement Officer III (rang* 18, 9 30.4/year)

2 R e v e n u e  Enforcement O f f i c e r  II (range 16, 9  42.8/year)

1 T a x  C o l lection Specialiat II (range 12, 9  33.6/year)

PoB i t i o n e  hired during PY '88 and PY *89

Total PY *90 Personal Service*

Travel

3 R e v onuo Enforcement Officers to IRS Phase I training

Transportation ( 3 trips 9 3500)
P er Diem (3 trips x 42 days 9 380/day)

9 R e v enue Enforcement Officers x 1 trip 9 quarter
T ransportation ( 29 trips 9  31,000)

P e r  Diem (29 trips x  5 days 9  380/day)

Total PY *90 Travel

e
Contractual Services

O u t - o f - s t a t e  collection agency contract

Increasod toll costs (14 ccployees 9  3150.00/month)

Printing f o r  forms, letterhead, etc.

Increased p o s tage costs (estimated 9 3400.00/oonth)

I& M L n f ,.*0 ..< ?P n tC fctual.S trv l?ep

Commodities

Paper, pens, etc. (14 employees 9  3250/year)

Total pr *9Q commodities

ladgM flfc

A2L0

i i

i i

4 W o r k s t a t i o n s  for Support Personnel 9 33.273.73 21.1
4 S w i v e l - T l l t  Chairs with arms 9 3640.81 2.6
2 Pile cabinets (S drawer legal v/lock) 9 3341.33 .7
4 12 d i g i t  Desk Calculators (printing) 9 3133.03 .3
4 T e l e p h o n e s 9 3343.00 . . J L *

I2ial_nf.l?9 B a y i m m . f t i t i

X B i t l - E L l N 1

Page 3 of 5



ALASKA DEPARTMENT OP REVEUVE 

EVrORCEMEUT DIVISIOM 

W R K L O A P  LEVELS, VUPER HP ISA 
As of March 13, 198/

Aa of FY 88 nr 89 PY 90

Collectors 07/01/87 f Adds ♦ Adds. ♦ .Adds

Tax Collection Specialists 4 2 2 1

Revenue Enforcement Officer IIs 2 1 -0- 2

Revenue Enforcement Officer Ills 1 1 -0- 1

Total Collectors 1 4 2 4

f t i w o r t  Staff

Supervisors/Technical Advisors 2 -0- 1 -0-

Accountine Clerks 1 1 1 -0-

Clerk Typists 2 -0- 1 -0-

Total Support Staff 3 1 . 3 -0-

T?<*Jl.S*affinA. . _  ____ 12 3 3 4

As of

QL'.o y .n

9

5
3

 12___

3

3
i

76

Tax Collection S pecialists 480

Revenue Enforcement Officer Tie 240

Revenue Enforcement Officer I l i a  /£

Total Taxpayer Case Load__________  790

T axpayer Cases as of 03/09/8/____ 781

Taxpayer Case Load Levels

240 240 120 1.080

120 -0- 240 600

ZQ -o- zo 210

«?o.
_ 2 _ 4 0 430_ 1.890

A L U  liuLgiH^9iUAyi 1 ?

Tax Collection Speciallsta 1,200 600 600 300 2 . ZOO

Revenue Enforcement Officer IIs 600 300 -0- 600 1.500
Revenue Enforcement Officer Ills 173 1/5 -0- 1/5 525

T9««l.filllinJL.S§ee Load, 1.975 -1*07-1 400 1.0/5 4*725

P i l l i n t s  as of 0 3 /09 /8 /_________  ,1.961

Pat# 1 of 1



/
ALASKA DEPARTMENT OP REVENUE

ENFORCEMENT DIVISION

As of March 13. 1987

Total J W . ANC1 AWC2

5.tRt£lnJl.«8 1 9 M _ 2 REO IV 1 REO IV 1 REO IV

1 REO III 1 REO III
*

2 REO II 2 Reo i i

4 T CS II 3 TCS II 1 TCS II

1 AC III 1 AC III

2 C T  III 1 CT III 1 CT III

Total Positions 0?/Ol/8?_ 12 7 5 -0-

H J J *  ................

Hir e  positions by 03/01/8B 1 REO III 1 REO III

and have esployeea fully 1 REO II 1 REO II

functional by 06/01 / 8 8 2 T C S  II 2 TCS II

1 A C  III 1 AC III

Positions Added in FT *88 5 1 4 -0-

FT .’.fi?.....................
•

H i r e  positions by 01/01/89 1 REO IV 1 REO IV

and have employee fully

functional by Oa/O l / 8 9

Hire positions by 0a/01/89 2 T CS II 2 TCS II

and have employees fully 1 A C  III 1 A C  III

functional by 0 7 / 0 1 / 8 9 1 C T  III 1 C T  III

Positions Added in PY *89 5 -o- -o- 5

tt_L2P tiL.v?rhl9?“i w ?rr«ntf|

Hire position by 07/01/89 1 REO III 1 REO III

and have employee fully 2 REO II 2 REO II
functional by 10/01/89 1 T C S  II 1 TCS II

positions Added in rr. *?9, . 4 -0- -0- 4

CL-11L

Eval'iate potential needs 

during the Pall of 1989 

while preparing the PY *91 

budget.

Total Pot!tlone Added
A  n r i L  r a m w g  nm?n

i t ______________ i

2±__________   a

Page 1 of 1
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t FA VC OF ALASKA 1907 KCISl At |V( SCSStOM 

FISCAL NQTC

UCUiiL
*r»*»»•« Qai*: rid*: "...uiALiaa.flf.

It 11 SB lJQ/ltn 154Publttb Qjf:
* 9 » n c ,  A f f « c l « d :  i K M i r t ________________________________

iou j J t m u U U —  »»u: fhElU.3anit.il.- flatrHlna.indlildaAli. M flciriaiai. I IilnUAriti.«: Spô tor: lulii tJ li lo t IU »  ijflnraflL- 
• * q ^ » t o r : _______________________________________

1 OPfCAflM; I fY a; 1 rr aa 1 ft a9 | fY >0 | ft 91 | fY 92

| >f»S0 Al Soviets 1 0 I 19.s 1 250.1 1 270.6 1 281.4 1 202.7

1 rvAvu 1 0 I 16.S 1 22.0 1 0.4 1 0.7 1 0.1

1 C0N1IACIUAL 1 0 | 90.0 1 136.S 1 102.0 1 107.1 1 111.0

1 s u m i t s 1 0 1 .5 1 6.0 1 6.5 1 7.0 1 7.5

I CQulf**r 1 0 1 i.O 1 11.2 1 0 1 0 1 0

I IA*0 4 SflUCTUIIS 1 0 1 0 1 0 1 0 1 0 1 0

j rAANlS/CLAlnS 1 0 1 0 1 0 1 0 1 0 1 01 -lSOLLA'tLO.S 1 9 1 0 1 0 1 0 1 0 1 0

1 -ZfllAL ______ 1 0 I ISO.S 1 **6.0 1 367.5 1 *0*2 1 *20.1

iJ^fUAL

liU L ^ L

fmfll.ia: lIfi8iXi£4A.aLaflllAaL
| « K M l  'UNO

I ' ( M U L  fuwos 

I QiaJ_________

IJOIAL

I 0 I ISO.5 | ***.0 I 187 5 I 40*.2 | *20.]

| 0 | 0 | 0 | 0 | 0 | 0  
.1 0 I 0 | 0 | 0 I 0 | 0

0 I ISO S j **6.0 I W 7  5 | *04.2 | *20.1

•O llllSrS:I ruu-tf*
! N ar-riK  
I _:l « « i ; .

o I 

o I 

o I

i

o

0

AIILrtil: *«{*(« * t*»*'*t* P*o* "f «*<»%%* r f

S*P JtU(AH

: o n .  d h u X A *7'fWfHI bp 

Olvittoa: M l » t  l a n i u i

0>\tr<Pvt*o* ibp *o**<r p**m'»»o »•»<*« *•«•»: 
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t. tabulations «tt11 bt promulgated requiring monthly or Ovarterly '«port<ng of 
t u n  withheld on wages.

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

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

4. Public Services Olvltlon. in clot# association with tht Audit 0lv«tion. wilt a 
develop r*plO|M training for tht division and »«plor#r training for th t public.

Public itnnLai_Oe«faLigttHU

4uu86il0fll

L utr.d iU fnlUti-fmOflAi-liOrlltA f» M t* i l

I . ftvtnua Offict managar 3.29) 9 12 not. 19.5 19.5
2* Oocwnont Processing Ctort l i t 2.*4« 9 10 nos. 49.4)- OoCwneM Processing Cltrs II 2.221 9 >0 «os. 44.6
1- Oocwnont Processing CU n II 2.*40 9 <0 not. 24.7
2- CUrt fypist 11 2,110 9 '0 nos. 42.4
2- Oocwnont Processor 11 2.221 9 4 not. 17.8
I Oocwnont Processor II 2.400 9 * not. ,2.2

fotal Annual wages aM 0enefitt 19.5 250.)

fht Im «v« Offict **»nagar's position will bt activated m July of >007 to ce-veto* 
moloyre training for th t division and employer training for tht public on the 
withholding requirements which will bagm in th t f ir s t  Outrttr of <906. fht remaining 
positions will ba actiaatad In September 1980 to allow for training of individual incono 
ta* is tu ts, filing  of individual income ta*ts will start .'ru a r ; 1. t?M **4 bt 
rtOuirti on Afrit 15. S989.

TOO tray#I 
tnolovr framing

On# (no<Orta to anchoragt. fe*»benas. 
mono. «ata«bwt. barrow. «adia».
*a«ai Peninsula. S*tsa. ( tu m ia*
b tth fl. Petersburg. and wrargell 6,5 -4*

Afl8if.iALrdHtb.IUrAl

ancharagt M  fairb*n*» >0.9 12 0

h rittiL la u in  —  ULfl—
fatal fra»tl <0.5 22 9
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STATE OF ALASKA 1987 LEGISLATIVE SESSION 
FISCAL NOTE

Bill Version:___HBi5A_______________________
REQUEST___________________________________ Publish Date:_______________________________________

Hevision Date: 3/13/87__________________ Agency Affected: Revenue__________________
Title: State Individual Income Tax  BRU:_______________Administrative Services

Sponsor:__________________________________  Components:
Requestor:________________________________  ____________

EXPENDITURES/REVENUES: (Thousands of Dollars)
1 1 FY 87 1 FY 88 1 FY 89 1 FY 90 1 FY 91 1 FY 92
1 OPERATING 1 1 1 1 1 1
| PERSONAL SERVICES 1 | 529.0 | 1097.1 | 1171.0 | 1171.0 | 1171.0
| TRAVEL 1 | 10.0 i 8.0 | 8.0 i -8.0 I 8.0
| CONTRACTUAL 1 | 402.9 | 1028.1 | 1068.6 | 1068.6 || 1068.6
| SUPPLIES 1 i 5.5 I 18.0 ! 18.0 | 18.0 |i 18.0
| EQUIPMENT 1 | 163.2 | 158.2 || -0- | -0- | -0-
| LANDS & STRUCTURES 1 1 1 - 11 ~ 11 - 11
| GRANTS, CLAIMS 1 1 1 - 11 - 11 - 11
1 MISCELLANEOUS 1 1 1 - 11 - 1 - 1 -
1 TOTAL OPERATING 1 | 1110.6 | 2309.4 || 2265.6 || 2265.6 || 2265.6

I CAPITAL 1 1 1 - 11 - 11 ~ 11

} 1 REVENUE 

FUNDING: (Thousands of

1

Dollars)

1 1 - 1 ' - 11 ~ 1 -

| GENERAL FUND 1 i 1110.6 j| 2309.4 | 2265.6 | 2265.6 | 2265.6
I FEDERAL FUNDS 1 i - 11 - 1 - 1 - 1 -
j OTHER 1 1 - 11 - 1 - 1 - 1 -
1 TOTAL 1 | 1110.6 || 2309.4 | 2265.6 | 2265.6 | 2265.6

POSITIONS:
I FULL-TIME 1 1 19 || 28 . | 27 | 27 | 27
| PART-TIME 1 1 - 1 - 1

1
1 - 1 -

1 TEMPORARY 1 1 - 1 27 | 27 I 27 | 27

ANALYSIS: Attach a separate page if necessary

(Sea attached) f  / V

Prepared By: Erv>t^av^3nes ~   Phone: 465-2313
Division: Administrative Services   Date: 3/13/87

Approved by Commissioner:^''/^ _̂________ Date:
Agency: Revenue /

Distribution (by Agency preparing fiscal note):
Legislative Finance 
Legislative Sponsor 
Requestor
Office of Management and Budget
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De p a r t m e n t  o f  Revenue 
A d m i n i s t r a t i v e  S e r v i c e s  D i v i s i o n  

F i s c a l  Note  A n a l y s i s  
I n d i v i d u a l  Income Tax B i l l  

3 / 1 3 / 9 7

Assumpt ions:

1.  The A d m i n i s t r a t i v e  S e r v i c e s  D i v i s i o n  w i l l  be r e s p o n s i b l e  f o r  t h e  f o l l o w i n g  
f u n c t i o n s  r e l a t i v e  t o  t h e  A l a s k a  I n d i v i d u a l  Income Tax W i t h h o l d i n g  Sys t em 
and t h e  Al a s ka  I n o i v i d u a l  Income Tax Re t u r n  P r o c e s s i n g  Sys t em.

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

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

c)  P r o c e s s  a l l  r e m i t t a n c e s  o f  t a x  due  which i s  r e c e i v e d  w i t h  t a x  r e t u r n s .
d)  De s i gn ,  p r og ram,  t e s t ,  doc u me n t ,  and m a i n t a i n  t h e  a u t o m a t e d  Al a s k a

I n d i v i d u a l  Income Tax W i t h h o l d i n g  Sys t em and A l a s k a  I n d i v i d u a l  Income 
Tax Re t u r n  P r o c e s s i n g  Sys t em.

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

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

g) A c o u i r e  and m a i n t a i n  c o mp u t e r  c a p a c i t y  t o  accommodate  t h e  two s y s t e m s
and t h e  a c c e s s  r e q u i r e d  by t h e  d e p a r t m e n t ' s  u s e r s .

2.  The De pa r t men t  of  Revenue w i l l  c o n t r a c t  w i t h  a bank t o  p r o v i d e  a 
" l o c k - b o x "  f u n c t i o n ,  w i t h  emp l oye es  d e p o s i t i n g  a l l  i n d i v i d u a l  i ncome t a x e s  
w i t h h e l d  on a mon t h l y  b a s i s .

3.  The Depa r t men t  o f  A d m i n i s t r a t i o n ' s  d a t a  p r o c e s s i n g  c h a r g e b a c k  s y s t e m  w i l l  
r e q u i r e  t h a t  t h e  De pa r t men t  o f  Revenue bu d g e t  f o r  t h e  c o s t  o f  d a t a  
p r o c e s s i n g  r e s o u r c e s  used by t h e  w i t h h o l d i n g  s y s t e m  and r e t u r n s  p r o c e s s i n g  
s y s t e m.  The t o t a l  c h a r g e b a c k  i s  b u d g e t e d  i n  A d m i n i s t r a t i v e  S e r v i c e s .

4.  The Pe r manen t  Fund Di v i dend  p r o g r a m w i l l  s t a y  i n t a c t  t h r o u g h  FY92, i n  i t s  
c u r r e n t  form.

5.  The p r o c e s s i n g  of  W i t h h o l d i n g  and I n d i v i d u a l  Income Tax r e t u r n s  w i l l  be 
a u t oma t e d  as  much as  p o s s i b l e .

6 . The Al as ka  I n d i v i d u a l  Income Tax W i t h h o l d i n g  Sys t em mus t  be i n  p l a c e  
b e f o r e  J a n u a r y  1,  1988.

7 .  The Al aska  I n d i v i d u a l  Income Tax R e t u r n  P r o c e s s i n g  Sys t em mus t  be i n  p l a c e  
b e f o r e  J a n u a r y  1,  1989.

8 . The f i s c a l  n o t e  i n c l u d e s  t h e  I n c r e m e n t a l  c o s t  of  p r o v i d i n g  s p a c e  f o r  t h e  
employees  and equ i pme n t  r e q u i r e d  by t h e  d e p a r t m e n t .



9.  A f t e r  r e v i e w i n g  t h e  f i s c a l  a n a l y s e s  of  a l l  d i v i s i o n s ,  an e s t i m a t e  o f  t h e  
a d d i t i o n a l  c o mp u t e r  r e s o u r c e s  n e e de d  has been made.  Th i s  c o s t  a s s u me s :

a)  The w i t h h o l d i n g  and Income t a x  p r o c e s s i n g  s y s t e ms  w i l l  r e s i d e  on
DOA's ma i n f r a me  c ompu t e r  and w i l l  be programmed In command- l eve l  CICS.

b) To g a i n  t h e  t r e me ndous  a d v a n t a g e s  in programming de v e l o p m e n t  o f f e r e d
by t h e  Wang VS, Revenue w i l l  p u r c h a s e  a s o f t w a r e  pa c k a g e  which a l l o w s
an a n a l y s t / p r o g r a m m e r  t o  w r i t e  programs  on t he  Wang VS and have  them 
t r a n s l a t e d  t o  command l e v e l  CICS to  run on t he  m a i n f r a m e ,  which 
o f f e r s  e c o n o mi c a l  s t o r a g e  and p r o c e s s i n g  f o r  l a r g e  f i l e s .

10.  Given t h e  e x i s t i n g  f e d e r a l  t a x  l aw,  t h i s  b i l l  r e q u i r e s  a l l  p e r s o n s  
r e c e i v i n g  a p e r m a n e n t  fund  d i v i d e n d  t o  f i l e  an Al a s ka  I n d i v i d u a l  Income 
Tax r e t u r n .  However ,  f o r  p u r p o s e s  o f  t h i s  f i s c a l  a n a l y s i s ,  i t  i s  assumed 
t h a t  t h e  f i n a l  v e r s i o n  would n o t  r e q u i r e  f i l i n g  by a p e r s o n  whose o n l y  
s o u r c e  of  Income Is  t h e  A l a s k a  Pe r manen t  fund D i v i d e n d .  Thus ,  mos"t of  
A l a s k a ' s  c h i l d r e n  would n o t  ha ve  t o  f i l e .  I f  t h i s  p r o v e s  no t  t o  be . t he  
c a s e ,  t h e r e  w i l l  be an i n c r e m e n t a l  c o s t  o f  p r o c e s s i n g  t h e  a d d i t i o n a l  
180 , 000  t a x  r e t u r n s .

Program Summary:

The Al aska  I n d i v i d u a l  Income Tax w i l l  r e q u i r e  t h e  c r e a t i o n  of  two ma j o r  
p r o c e s s i n g  s y s t e m s :

1) Al a s ka  I n d i v i d u a l  Income Tax W i t h h o l d i n g  Sys t em.
2) Al a s ka  I n d i v i d u a l  Income Tax Re t u r n  P r o c e s s i n g  Sys t em.

I n ' a d d i t i o n  t o  d e s i g n i n g ,  p rogrammi ng and m a i n t a i n i n g  t h e  two above men t i o n e d  
a u t o ma t e d  s y s t e m s ,  t h e  A d m i n i s t r a t i v e  S e r v i c e s  D i v i s i o n  w i l l  p r o c e s s ,  r e v i e w ,  
m i c r o f i l m ,  and d a t a  c a p t u r e  a p p r o x i m a t e l y  70 , 0 0 0  w i t h h o l d i n g  forms and 2 7 5 , 0 0 0  
Al as ka  I n d i v i d u a l  Income Tax r e t u r n s  a n n u a l l y .  Refund w a r r a n t s  w i l l  be i s s u e d  
on a p p r o x i m a t e l y  2 1 3 , 7 5 0  of  t h e  r e t u r n s  f i l e d .  In a d d i t i o n ,  a p p r o x i m a t e l y  
2 5 , 0 0 0  i n d i v i d u a l  l e t t e r s  w i l l  be p r e p a r e d ,  m a i l e d ,  and c o n t r o l l e d  i n  r e s p o n s e  
t o  p e r s o n s  who f i l e  i n c o m p l e t e  t a x  r e t u r n s  o r  whose t a x  r e t u r n s  r e s u l t  in a 
m a t h e ma t i c a l  a d j u s t m e n t .

F i n a l l y ,  t h e  a d d i t i o n  o f  such a m a j o r  pr ogram t o  t h e  D e p a r t me n t  of  Revenue 
w i l l  d e f i n i t e l y  i mp a c t  t h e  a b i l i t y  o f  t h e  A d m i n i s t r a t i v e  S e r v i c e s  D i v i s i o n  t o
p r o v i d e  g e n e r a l  a d m i n i s t r a t i v e  s u p p o r t  s e r v i c e s  w i t h  t h e  e x i s t i n g  s t a f f .

The A d m i n i s t r a t i v e  S e r v i c e s  D i v i s i o n  w i l l  r e q u i r e  s t a f f i n g  as  e a r l y  a s  FY88 in  
o r d e r  t o  d e s i g n  and e s t a b l i s h  t h e  c o m p u t e r i z e d  p r o c e s s i n g  s y s t e ms  e n v i s i o n e d ,  
and t o  p r o d u c e  t h e  forms r e q u i r e d .  In l a t e  FY88, s t a f f i n g  w i l l  come on boa rd  
t o  p r o c e s s  t h e  W i t h h o l d i n g  r e p o r t s  and r e t u r n s .  In FY89, a d d i t i o n a l  s t a f f  
w i l l  be needed t o  s u p p o r t  t h e  A l a s k a  I n d i v i d u a l  Income Tax Re t u r n  P r o c e s s i n g  
Sys t em.  The a n a l y s i s  be low shows t h e  e s t i m a t e d  e x p e n d i t u r e s  f o r  FY88 -  FY92.

FY88

1.  P o s I t  Ions  :

A. Data P r o c e s s i n g :

1 PFT A n a l y s t / P r o g r a m m e r  V, R21 ,
(? $ 4 , 856/Ho i n c l u d i n g  s a l a r y  and
b e n e f i t s  f o r  12 months  ' = $58 , 272

-2 -



4 I

2 PFT A n a l y s t / P r o g r a m m e r  IV,  R19,
0 $ 4 , 281/Mo e a ch  I n c l u d i n g  s a l a r y
and b e n e f i t s  f o r  12 months  = 102,744

2 PFT A n a l y s t / P r o g r a m m e r  III, R1 7,
0 $ 3 , 730/Mo e a ch  I n c l u d i n g  s a l a r y
and b e n e f i t s  f o r  6 months  * 44 , 760

The above  a n a l y s t  programmer  t eam w i l l  d e s i g n ,  p r og ram,  and m a i n t a i n  t h e  two 
maj or  sys t ems  m e n t i o n e d  a b o v e ,  I n c l u d i n g  a l l  s u b s y s t e m s  and  I n t e r f a c e s  w i t h  
t h e  e x i s t i n g  Revenue  s y s t e ms  and t h e  A l a s k a  S t a t e  A c c o u n t i n g  Sys t em.

These  s ys t e ms  w i l l  p r o v i d e  f o r  a minimum of  t h e  f o l l o w i n g :

Al as ka  I n d i v i d u a l  Income Tax W i t h h o l d i n g  Sys t em

* On l i n e  s y s t e m  c o m p a r a b l e  t o  t h e  f e d e r a l  s y s t e m w i t h  mon t h l y  d e p o s i t s ,  
q u a r t e r l y  r e t u r n s ,  and an a n n u a l  r e c o n c i l i a t i o n .

* D i r e c t  d e p o s i t  s y s t e m  a t  a " l o c k - b o x "  bank by e m p l o y e r s .

* Au t oma t i c  g e n e r a t i o n  o f :
q u a r t e r l y  p a c k e t s  o f :
* mo n t h l y  d e p o s i t  coupons
* q u a r t e r l y  t a x  r e t u r n s
n o t i c e s  of  t a x  d e f i c i e n c i e s ,  p e n a l t y  and I n t e r e s t  
s t a n d a r d  c o r r e s p o n d e n c e  
management  r e p o r t i n g  d a t a .

* I n t e r f a c e  w i t h  a c c o u n t s  r e c e i v a b l e  s y s t e m  and A l a s k a  I n d i v i d u a l  
Income Tax R e t u r n  P r o c e s s i n g  Sys t em.

Al as ka  I n d i v i d u a l  Income Tax R e t u r n  P r o c e s s i n g  Sys t em

* document  l o c a t o r  number  s y s t e m
* r e t u r n  d a t a  c a p t u r e
*' o n l i n e  s y s t e m s

a c c e s s / i n q u i r y
a d d r e s s  c ha nges
s t a t u s  c ha nge  s y s t e m
g e n e r a t i o n  o f  o u t  c a r d s
u s e  o f  m i c r o f i l m  vs  h a r d  copy f o r  r ev i e w
a u t o m a t e d  c a l c u l a t i o n  c h e c k s
g e n e r a t i o n  o f  r e d u c e d  r e f u n d  n o t i c e s  w i t h  a p p e a l  r i g h t s  
g e n e r a t i o n  o f  a u t o m a t e d  b i l l i n g s  f o r  d e f i c i e n c i e s ,  p e n a l t y  and 
i n t e r e s t  w i t h  a p p e a l  r i g h t s

* i n t e r f a c e  w i t h  a c c o u n t s  r e c e i v a b l e  s y s t e m  (A/R)
* i n t e r f a c e  w i t h  AIITWHS t o  v e r i f y  c l a i m e d  w i t h h o l d i n g
* h i s t o r y  f i l e
* p o s s i b i l i t y  o f  m u l t i - y e a r  f i l e  f o r  e a s y  a c c e s s  t o  i n f o r m a t i o n  on 

p r i o r  y e a r  a c t i v i t y ,  e t c .
* check w r i t i n g  f o r  r e f u n d s
* management  r e p o r t i n g  d a t a

-3 -



1 .  Mal l  room

1 PFT C l e r k  IV, R9,  @ $ 2 , 343/Mo
i n c l u d i n g  s a l a r y  and b e n e f i t s  f o r
3 months  -  $7 ,029

Thi s  p o s i t i o n  w i l l  augment  t he  e x i s t i n g  ma i l r oom s t a f f  t o  p e r f o r m  t h e  t a s k  o f  
r e c e i v i n g ,  o p e n i n g ,  s o r t i n g ,  and d i s t r i b u t i n g  an a d d i t i o n a l :

* a p p r o x i m a t e l y  70 , 000  p i e c e s  o f  ma i l  due t o  t h e  Al a s k a  I n d i v i d u a l  
income Tax W i t h h o l d i n g  Sys t em ( 1 7 , 5 0 0  e mp l o y e r s  t i m e s  f o u r  q u a r t e r l y  
r e t u r n s .

* h a n d l i n g ,  s o r t i n g  and p o s t i n g  of  a d d i t i o n a l  o u t g o i n g / i n c o m i n g  mai l  as  
f o l l o w s :

a p p r o x i m a t e l y  7 , 0 0 0  m i s s i n g  i n f o r m a t i o n  l e t t e r s ,  b i l l i n g  
n o t i c e s ,  and c o r r e s p o n d e n c e  w i t h  e m p l o y e r s .

2.  Manual  Review

1 PFT Tax Examiner  I I I ,  R14,  @
$ 3 , 124/Mo i n c l u d i n g  s a l a r y  and
b e n e f i t s  f o r  5 months  = $15 , 620

2 PFT Document  P r o c e s s o r  I ,  R7,  @
$ 2 , 118/Mo i n c l u d i n g  s a l a r y  and
b e n e f i t s  f o r  3 mcnths  = 12 , 708

These  p o s i t i o n s  w i l l  m a n u a l l y  r e v i e w  a l l  W i t h h o l d i n g  Tax r e t u r n s  f i l e d  bas ed  
on a p r e d e t e r m i n e d  c r i t e r i o n .

* i d e n t i f y  i n c o m p l e t e  r e t u r n s
* send  o u t  a u t o m a t i c a l l y  g e n e r a t e d  m i s s i n g  i n f o r m a t i o n  l e t t e r s  and 

b i l l i n g  n o t i c e s

3 .  M i c r o f i l m i n g

1 PFT Document  P r o c e s s o r  I ,  R7 @
$ 2 , 118/Mo i n c l u d i n g  s a l a r y  and
b e n e f i t s  f o r  3 months  = $6 , 354

These  p o s i t i o n s  w i l l  augment  t h e  e x i s t i n g  m i c r o f i l m  s t a f f  t o  m i c r o f i l m ,  a s s i g n  
document  l o c a t o r  number s ,  and d a t e  s t amp 100% of  W i t h h o l d i n g  Tax r e t u r n s  f i l e d .

4.  Data  C a p t u r e

2 PFT Data  P r o c e s s i n g  C l e r k  I ,  R8,
@ $ 2 , 222/Mo i n c l u d i n g  s a l a r y  and
b e n e f i t s  f o r  3 months  = $13 ,332

These  p o s i t i o n s  w i l l  augment  t h e  e x i s t i n g  Data  E n t r y  s t a f f  t o  d a t a  c a p t u r e  and 
v e r i f y  c a p t u r e d  d a t a  o f  100% of r e t u r n s  f i l e d .

B. Document Processing:
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1 PFT C h i e f ,  Income Tax O p e r a t i o n s ,
R23, @ $ 5 , 558/Ho i n c l u d i n g  s a l a r y
and b e n e f i t s  f o r  12 months  = $66 , 696

1 PFT P e r s o n n e l  A s s i s t a n t  I I ,  R14,
0 $ 3 , 115/Mo i n c l u d i n g  s a l a r y  and
b e n e f i t s  f o r  12 months  = 37 , 3 8 0

1 PFT C l e r k  T y p i s t  I I I ,  R8,
0 $ 2 , 222/Mo i n c l u d i n g  s a l a r y
and b e n e f i t s  f o r  12 months  - 26 , 664

1 PFT Supp l y  O f f i c e r  I I ,  R16 
0 $ 3 , 515/Mo i n c l u d i n g  s a l a r y
and b e n e f i t s  f o r  12 months  = 43 , 180

2 PFT A c c o u n t i n g  C l e r k  I I I ,  RIO,
0 $ 2 , 468/Mc- i n c l u d i n g  s a l a r y  and
b e n e f i t s  f o r  12 months  = 59 , 232

1 PFT P u b l i c a t i o n s  S p e c i a l i s t  I ,
R13,  0 $ 2 , 915/Mo i n c l u d i n g
s a l a r y  and b e n e f i t s  f o r  12 months  34,9810

C. General Departmental Support Services

These  p o s i t i o n s  w i l l  augment  t h e  e x i s t i n g  g e n e r a l  a d m i n i s t r a t i o n  s u p p o r t  s t a f f  
f o r  t h e  a d d i t i o n a l  pr ograms  and r e l a t e d  100+ new e mp l o y e e s .

* P e r s o n n e l :
c l a s s i f i c a t i o n  o f  p o s t i o n s  and r e s p o n d  t o  r e c l a s s i f i c a t i o n  
r e q u e s t s
m a i n t a i n  p a y r o l l  and l e a v e  r e c o r d s
p r o c e s s  r e g i s t e r s ,  and a r r a n g e  i n t e r v i e w s
h a n d l e  g r i e v a n c e s ,  i n f o r m a t i o n  r e q u e s t s ,  t y p i n g  t e s t s ,  e t c .

* F i s c a l :
i n c r e a s e  i n  t r a v e l  r e q u e s t s
g e n e r a l  d i s t r i b u t i o n s
h a n d l i n g  i n c r e a s e  i n  c a n c e l l e d  w a r r a n t s

* Supp l y  and p u r c h a s i n g :
I n c r e a s e  in s u p p l y  o r d e r s  f o r  p a p e r  i n t e n s i v e  o r g a n i z a t i o n  
P u r c h a s e s  i n c r e a s e :
* g e n e r a l  e q u i p m e n t
* c ompu t e r  t e r m i n a l s ,  p r i n t e r s
* m a i n t e n a n c e  c o n t r a c t s
* g e n e r a l  o f f i c e  s u p p l i e s
P r o p e r t y  C o n t r o l  ( t e r m i n a l s ,  f u r n i t u r e ,  c a l c u l a t o r s ,  e t c .  w i l l  
i n c r e a s e
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Forms management :
p r e p a r a t i o n  of  I n d i v i d u a l  Income Tax b o o k l e t  e a c h  y e a r  
( c o n s i d e r a b l y  more complex t h a n  PFD b o o k l e t )  
p r e p a r a t i o n  of  employment  w i t h h o l d i n g  forms 
m i s c e l l a n e o u s  s u p p o r t  f o r ms :
* m i s s i n g  i n f o r m a t i o n  l e t t e r
* d e n i a l  forms
* check  s t o c k  ( r e f u n d s )

* G e n e r a l :
g e n e r a l  s u p e r v i s i o n  and management  of  ma j o r  a d d i t i o n a l  l i n e  
p r ogram i n  d i v i s i o n ,  in a d d i t i o n  t o :
* pe r ma nen t  fund d i v i d e n d  p rogram
* s h a r e d  t a x e s
* a d m i n i s t r a t i v e  s e r v i c e s  t o  t h e  d e p a r t m e n t

TOTAL PERSONAL SERVICES $529 . 0

2 .  Ot he r  E x p e n d i t u r e s :

a)  T r a v e l :

o n - s i t e  r e v i e w  of  s e l e c t e d  t a x  r e t u r n  
p r o c e s s i n g  s y s t e ms  i n  o t h e r  s t a t e s

t r a i n i n g  f o r  a n a l y s t / p r o g r a m m e r s  i n  
command l e v e l  CICS and Wang VS Cobo l .

TOTAL TRAVEL

b) C o n t r a c t u a l :

Te r mi n a l s

$4 . 0

$6.0

$10.0

1. 
2.
3.

4.

5.

6.

7.
8.

10.

11 . 
12.

3 Wang 4250 w o r k s t a t i o n s  $18 , 216
3 Wang e m u l a t o r  b oa r ds  2 , 415
2 Wang 4230 key-punch  t e r m i n a l s ,
2 months  1 , 800  
H i c r o f i l m e r ,  w i t h  m a i n t e n a n c e ,
3 months  3 , 792
4 p h o n e s ,  c e n t r e x  c o s t s ,  l o c a l
and l ong d i s t a n c e  5 , 390
p r i n t i n g :  W i t h h o l d i n g  R e t u r n s ,
D e p o s i t  Coupons ,  e n v e l o p e s ,
c a l e n d a r s ,  W - 4 ' s ,  e t c .  42 , 000
p o s t a g e  22 , 000
c h a r g e b a c k  f o r  comput e r  t ime
from D0A 91 ,600
Wang/IBM de ve l o p me n t  p a c kage
(NETRON-CAP) w i t h  m a i n t e n a n c e  123 , 500
Wang/IBM remot e  a c c e s s  s o f t w a r e
w i t h  m a i n t e n a n c e  5 , 240
Wang Disk Pack c l e a n i n g  700
IBM C o n t r o l  Un i t  m a i n t e n a n c e  600
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13.  Wang VS-100 I . O . P .  m a i n t e n a n c e  360
14.  Wang VS-100 Memory m a i n t e n a n c e  720
15.  Wang VS-100 Disk Dr i ve  m a i n t e n a n c e  2 , 2 5 6
16.  DOR's a d d i t i o n a l  o f f i c e  s pa c e  

r e q u i r e m e n t s  102 . 354

TOTAL CONTRACTUAL

c)  S u p p l l e s :

Comput er ,  m i c r o f i l m i n g ,  d u p l i c a t i n g ,  g e n e r a l  c on s u mp t i o n

d) Equ i pmen t :

1 ) Kodak f i l m  c a b i n e t $1 , 025
2 ) Kodak f i l m  c a r r o u s e l 225
3) Wang VS-100 IOP ( 2 ) 7 , 200
4) Wang VS-100 Memory (6 MB) 32 , 400
5) Wang VS-100 d i s k  d r i v e  (628 MB) 27 , 000
6 ) Wang Disk Packs  ( 8 ) 4 , 8 0 0
7) IBM C o n t r o l  Un i t 8,000
8 ) A d d i t i o n a l  s y s t e m s  f u r n i t u r e 72 , 827
9) O p e r a t i o n a l  s e a t i n g 4 , 7 5 0
10 ) F i l e  c a b i n e t s ,  c a l c u l a t o r s ,  e t c . 5 . 000

TOTAL Equipment  

TOTAL EXPENDITURES

3.  Fundi ng  -  Ge n e r a l  funds

4.  S e c t i o n  Co s t  A n a l y s i s  -  N/A

Compu t a t i ons  -  N/A
Economic I mpac t  -  N/A
Impac t  on Local  Government  -  N/A

$5.5

$402.9

$163 . 2

$1.110.6



FV89

% 1 .  P o r, i t  i

1 PFT A n a l y s t / P r o g r a m m e r  V, R21 ,
0 $ 4 , 856/Mo I n c l u d i n g  s a l a r y  and 
b e n e f i t s  f o r  12 months  =• $58 , 272

2 PFT A n a l y s t / P r o g r a m m e r  IV, R19,
0 $ 4 , 281/Mo each  i n c l u d i n g  s a l a r y
and b e n e f i t s  f o r  12 months  = 1 0 2 , 744

2 PFT A n a l y s t / P r o g r a m m e r  I I I ,  R17,
0 $ 3 , 730/Mo each  I n c l u d i n g  s a l a r y
and b e n e f i t s  f o r  12 months  = 8 9 , 5 2 0

The above  a n a l y s t  programmer  t eam w i l l  d e s i g n ,  p r o g r a m ,  and m a i n t a i n  t h e  two 
maj or  s y s t e ms  m e n t i o n e d  a b o v e ,  i n c l u d i n g  a l l  s u b s y s t e m s  and I n t e r f a c e s  w i t h  
t h e  e x i s t i n g  Revenue s y s t e m s  and t h e  A l a s k a  S t a t e  A c c o u n t i n g  Sys t em.

These  s y s t e ms  w i l l  p r o v i d e  f o r  a minimum of  t h e  f o l l o w i n g :

Al a s ka  I n d i v i d u a l  Income Tax W i t h h o l d i n g  Sys t em

O n l i n e  s y s t e m  c o m p a r ab l e  t o  t h e  f e d e r a l  s y s t e m  w i t h  mont h l y  d e p o s i t s ,  
q u a r t e r l y  r e t u r n s ,  and an a n n u a l  r e c o n c i l i a t i o n .

D i r e c t  d e p o s i t  s y s t e m  a t  a " l o c k - b o x "  bank by e m p l o y e r s .

A u t o ma t i c  g e n e r a t i o n  o f :  
q u a r t e r l y  p a c k e t s  o f :
* mo n t h l y  d e p o s i t  coupons
* q u a r t e r l y  t a x  r e t u r n s
n o t i c e s  o f  t a x  d e f i c i e n c i e s ,  p e n a l t y  and i n t e r e s t  
s t a n d a r d  c o r r e s p o n d e n c e  
management  r e p o r t i n g  d a t a .

I n t e r f a c e  w i t h  a c c o u n t s  r e c e i v a b l e  s y s t e m  and A l a s k a  I n d i v i d u a l  
Income Tax Re t u r n  P r o c e s s i n g  Sys t em.

Al as ka  I n d i v i d u a l  Income Tax R e t u r n  P r o c e s s i n g  Sys t em

* document  l o c a t o r  number  s y s t e m
* r e t u r n  d a t a  c a p t u r e
* o n l i n e  s y s t e ms  

a c c e s s / i n q u i r y  
a d d r e s s  c ha nges  
s t a t u s  c ha nge  s y s t e m  
g e n e r a t i o n  of  o u t  c a r d s  
u s e  of  m i c r o f i l m  vs ha r d  copy f o r  r e v i e w  
a u t o m a t e d  c a l c u l a t i o n  c h e c k s
g e n e r a t i o n  o f  r e d u c e d  r e f u n d  n o t i c e s  w i t h  a p p e a l  r i g h t s  
g e n e r a t i o n  of  a u t o m a t e d  b i l l i n g s  f o r  d e f i c i e n c i e s ,  p e n a l t y  and
I n t e r e s t  w i t h  a p p e a l  r i g h t s

A. Data Processing:
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* i n t e r f a c e  w i t h  a c c o u n t s  r e c e i v a b l e  s y s t e m  ( A/R)
* i n t e r f a c e  w i t h  AIITWHS t o  v e r i f y  c l a i me d  w i t h h o l d i n g
* h i s t o r y  f i l e
A p o s s i b i l i t y  o f  m u l t i - y e a r  f i l e  f o r  ea sy  a c c e s s  t o  I n f o r m a t i o n  on

p r i o r  y e a r  a c t i v i t y ,  e t c .
A check  w r i t i n g  f o r  r e f u n d s
* management  r e p o r t i n g  d a t a

B. Document  P r o c e s s i n g :

1.  Ha 11 room

1 PFT C l e r k  IV, R9, @ $ 2 , 343/Mo
I n c l u d i n g  s a l a r y  and b e n e f i t s  f o r
12 months  = $28 , 116

1 PFT C l e r k  I I ,  R7, @ $ 2 , 118/Mo
i n c l u d i n g  s a l a r y  and b e n e f i t s
f o r  6 months  = 12 , 7 0 8

These  p o s i t i o n s  w i l l  augment  t h e  e x i s t i n g  ma i l r oom s t a f f  to p e r f o r m  t h e  t a s k  
o f  h a n d l i n g ,  o p e n i n g ,  s o r t i n g ,  and d i s t r i b u t i n g  an a d d i t i o n a l :

* a p p r o x i m a t e l y  275 , 000  I n d i v i d u a l  Income t a x  r e t u r n s  f i l e d  p e r  y e a r .
* a p p r o x i m a t e l y  70 , 000  p i e c e s  o f  mal l  due t o  t h e  I n d i v i d u a l  Income Tax

W i t h h o l d i n g  Sys t em.
* p o s t i n g ,  h a n d l i n g  and s o r t i n g  o f  a d d i t i o n a l  o u t g o i n g  mai l  as f o l l o w s :

a p p r o x i m a t e l y  7 , 0 0 0  m i s s i n g  i n f o r m a t i o n  l e t t e r s ,  b i l l i n g  
n o t i c e s ,  e t c .

2.  V a l i d a t i o n

1 PFT Data  P r o c e s s i n g  C l e r k  I ,
R8,  @ $ 2 , 222/Mo i n c l u d i n g
s a l a r y  and b e n e f i t s  f o r  6 months  = $13 , 332

Thi s  p o s i t i o n  w i l l  ma n u a l l y  v a l i d a t e  a l l  t h e  Al a s ka  W i t h h o l d i n g  and I n d i v i d u a l  
Income Tax R e t u r n s  accompanied  w i t h  a paymen t .

* s e p a r a t e  c he cks  and r e t u r n s
* v a l i d a t e  c he cks  and r e t u r n s
* f o r wa r d  c he cks  t o  T r e a s u r y
* f o r wa r d  r e t u r n s  t o  m i c r o f i l m i n g

3.  Manual  Review

1 PFT Tax Examiner  I I I ,  R14,  @
$ 3 , 124/Mo i n c l u d i n g  s a l a r y  and
b e n e f i t s  f o r  12 months  = $37 , 4 8 8



2 PFT Document  P r o c e s s o r  I ,  R7,  @ 
$ 2 , 118/Mo e a ch  I n c l u d i n g  s a l a r y  and 
b e n e f i t s  f o r  12 months  = 50 , 832

4 PFT Document  P r o c e s s o r  I ,  R7, 0 
$2 ,118/ Mo e a ch  i n c l u d i n g  s a l a r y  
and b e n e f i t s  f o r  6 months  - 50 , 832

20 TEMP Document  P r o c e s s o r  I ,  R7, 0 
$ 1 , 569/Mo e a ch  I n c l u d i n g  s a l a r y  and 
b e n e f i t s  f o r  6 months  - 1 8 8 , 28 0

These  p o s i t i o n s  w i l l  m a n u a l l y  r e v i e w  a l l  W i t h h o l d i n g  and I n d i v i d u a l  Income Tax 
r e t u r n s  f i l e d  b a s e d  on a p r e d e t e r m i n e d  c r i t e r i o n .

* i d e n t i f y  i n c o m p l e t e  r e t u r n s
* s e nd  o u t  a u t o m a t i c a l l y  g e n e r a t e d  m i s s i n g  i n f o r m a t i o n  l e t t e r s
* i d e n t i f y  r e t u r n s  f o r  d e s k  e x a m i n a t i o n

4 .  M i c r o f i l m i n g

1 PFT Document  P r o c e s s o r  I ,  R7 0
$ 2 , 118/Mo i n c l u d i n g  s a l a r y  and
b e n e f i t s  f o r  6 months  = $ 1 2 , 708

Th i s  p o s i t i o n  w i l l  augment  t h e  e x i s t i n g  m i c r o f i l m  s t a f f  t o  m i c r o f i l m ,  a s s i g n  
document  l o c a t o r  number s ,  and d a t e  s t amp 100% of  W i t h h o l d i n g  and I n d i v i d u a l  
Income Tax r e t u r n s  f i l e d .

5.  Data C a p t u r e

1 PFT Data  P r o c e s s i n g  C l e r k  I I I ,  Rl l  
0  $ 2 , 613/Mo i n c l u d i n g  s a l a r y  and 
b e n e f i t s  f o r  6 months  =• $ 1 5 , 6 7 8

2 PFT Data  P r o c e s s i n g  C l e r k  I ,  R8,
0 $ 2 , 222/Mo e a ch  i n c l u d i n g  s a l a r y
and b e n e f i t s  f o r  12 months  - 53 , 3 2 8

1 PFT Data  P r o c e s s i n g  C l e r k  I ,  R8 
0 $ 2 , 222/Mo i n c l u d i n g  s a l a r y  and 
b e n e f i t s  f o r  6 months  = 13 , 3 3 2

7 TEMP Data  P r o c e s s i n g  C l e r k  I ,
R8 0  $ 1 , 657/Mo e a ch  I n c l u d i n g
s a l a r y  and b e n e f i t s '  f o r  6 months  = 69 , 594

These  p o s i t i o n s  w i l l  augment  t h e  e x i s t i n g  Data  C a p t u r i n g  s t a f f  t o  d a t a  c a p t u r e  
and v e r i f y  c a p t u r e d  d a t a  of  100% o f  W i t h h o l d i n g  and I n d i v i d u a l  Income Tax 
r e t u r n s  f i l e d .

C. Ge n e r a l  D e p a r t m e n t a l  S u p p o r t  S e r v i c e s

1 PFT C h i e f ,  Income Tax O p e r a t i o n s ,
R23 , 0 $ 5 , 558/Mo i n c l u d i n g  s a l a r y
and b e n e f i t s  f o r  12 months  = $66 , 696
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1 PFT P e r s o n n e l  A s s i s t a n t  I I ,  R14,
0 $ 3 , 115/Mo I n c l u d i n g  s a l a r y  and 
b e n e f i t s  f o r  12 months  = 3 7 , 3 8 0

1 PFT P e r s o n n e l  A s s i s t a n t  I ,  R12,  
0 $ 2 , 773/Mo i n c l u d i n g  s a l a r y  and 
b e n e f i t s  f o r  12 months 3 3 , 2 7 0

2 PFT Ac c o u n t i n g  C l e r k  I I I ,  RIO,
0 $ 2 , 468/Mo e a ch  i n c l u d i n g  s a l a r y
and b e n e f i t s  f o r  12 months  ? 59 , 2 3 2

1 PFT C l e r k  T y p i s t  I I I ,  R8, 0 
$ 2 , 222/Mo i n c l u d i n g  s a l a r y  and 
b e n e f i t s  f o r  12 months 2 6 , 6 6 4

1 PFT P u b l i c a t i o n s  S p e c i a l i s t  I ,  
R13,  0  $ 2 , 915/Mo i n c l u d i n g  s a l a r y  
and b e n e f i t s  f o r  12 months 3 4 , 9 8 0

1 PFT Suppl y  O f f i c e r  I I ,  R16,
0 $ 3 , 515/Mo i n c l u d i n g  s a l a r y  and 
b e n e f i t s  f o r  12 months 4 2 , 1 8 0

These  p o s i t i o n s  w i l l  augment  t h e  e x i s t i n g  g e n e r a l  a d m i n i s t r a t i o n  s u p p o r t  s t a f f  
f o r  t h e  a d d i t i o n a l  programs  and r e l a t e d  100♦- new e m p l o y e e s .

P e r s o n n e l :
c l a s s i f i c a t i o n  o f  p o s t i o n s  and r e s p o n d  t o  r e c l a s s i f i c a t i o n  
r e q u e s t s
m a i n t a i n  p a y r o l l  and l e a v e  r e c o r d s
p r o c e s s  r e g i s t e r s ,  and a r r a n g e  i n t e r v i e w s
h a n d l e  g r i e v a n c e s . i n f o r m a t i o n  r e q u e s t s ,  t y p i n g  t e s t s ,  e t c .

I n c r e a s e  i n  t r a v e l  r e q u e s t s
g e n e r a l  d i s t r i b u t i o n s
h a n d l i n g  i n c r e a s e  in c a n c e l l e d  w a r r a n t s

Supp l y  and p u r c h a s i n g :
i n c r e a s e  in s u p p l y  o r d e r s  f o r  p a p e r  i n t e n s i v e  o r g a n i z a t i o n  
P u r c h a s e s  i n c r e a s e :
* g e n e r a l  e qu i pme n t
* c omput e r  t e r m i n a l s ,  p r i n t e r s
* m a i n t e n a n c e  c o n t r a c t s
* g e n e r a l  o f f i c e  s u p p l i e s
P r o p e r t y  C o n t r o l  ( t e r m i n a l s ,  f u r n i t u r e ,  c a l c u l a t o r s ,  e t c .  w i l l  
i n c r e a s e .

Forms management :
p r e p a r a t i o n  of  I n d i v i d u a l  Income Tax b o o k l e t  e a c h  y e a r  
( c o n s i d e r a b l y  more complex t h a n  PF0 b o o k l e t )

F i s c a l :



p r e p a r a t i o n  of  employment  w i t h h o l d i n g  forms 
m i s c e l l a n e o u s  s u p p o r t  f o r ms :
* m i s s i n g  I n f o r m a t i o n  l e t t e r
* d e n i a l  forms
* che ck  s t o c k  ( r e f u n d s )

* G e n e r a l :
g e n e r a l  s u p e r v i s i o n  and management  of  m a j o r  a d d i t i o n a l  l i n e  
p r og r a m In d i v i s i o n ,  i n  a d d i t i o n  t o :
* p e r m a n e n t  fund  d i v i d e n d  p r ogram
* s h a r e d  t a x e s
* a d m i n i s t r a t i v e  s e r v i c e s  t o  t h e  d e p a r t m e n t

TOTAL PERSONAL SERVICES $1 , 097 . 1

Ot he r  E x p e n d i t u r e s :

a )  T r a v e l :

t r a i n i n g ,  i n c r e a s e d  EEO t r a v e l ,  d a t a
p r o c e s s i n g  c o o r d i n a t i o n  $8 . 0

b) C o n t r a c t u a l :

1 .  11 Wang 4250 w o r k s t a t i o n s  $66 , 792
2.  11 Wang e m u l a t o r  b o a r d s  8 , 8 5 5
3.  9 Wang 4230 w o r k s t a t i o n s  48 , 600
4.  1 Wang DWS 55 p r i n t e r  3 , 6 3 6
5.  P r i n t i n g  -  t a x  b o o k l e t s ,  "L"

l e t t e r s ,  W/H f o r m s ,  check  s t o c k ,  
e n v e l o p e s ,  e t c .  2 0 2 , 000

6 . P o s t a g e  -  b o o k l e t s ,  l e t t e r s ,
W/H f o r m s ,  e t c .  95 , 4 7 5

7 .  2 Kodak M i c r o f l l m e r s  w i t h
m a i n t e n a n c e  30 , 3 3 6

8 . 2 Kodak R e a d e r / P r i n t e r s  13 , 7 0 4
9 .  IBM C o p i e r  w i t h  m a i n t e n a n c e  10 , 3 0 8
10 . 20 p h o n e s ,  c e n t r e x  c o s t s ,  l o c a l

and l ong  d i s t a n c e  26 , 9 6 0
11.  Ri sk  management  600
12.  P i t n e y  Bowes 6500 Sys t em w i t h  

m a i n t e n a n c e  7 , 2 8 4
13.  Cha r ge bac k  f o r  c ompu t e r  t i m e

f rom D0A 286 , 000
14.  Wang Disk Pack c l e a n i n g  700
15.  IBM C o n t r o l  U n i t  m a i n t e n a n c e  600
16.  Wang VS-100 I . 0 . P  m a i n t e n a n c e  360
17.  Wang VS-100 Memory m a i n t e n a n c e  720
18.  Wang VS-100 Disk Dr i ve  m a i n t e n a n c e  2 , 2 5 6
19.  Wang/IBM r emo t e  a c c e s s  m a i n t e n a n c e  240
20.  Wang/IBM d e v e l o p m e n t  pa c k a g e  

(NCTR0N-CAP) w i t h  m a i n t e n a n c e  15 , 0 0 0

- 1 2 -



I

21. .2 Borroughs EP 301 with
maintenance 3,000

22. DOR's additional office space

requirements 204.708

TOTAL CONTRACTUAL

c) S u p p l l e s :

Computer, microfilm, duplicating, 

general consumption

d) E q u i p m e n t :

1. Kodak film carrousel $ 225
2. Additional systems furniture 137,988

3. Operational seating 9,000

4. File cabinets, calculators, etc. 11.000

TOTAL Equipment 

TOTAL EXPENDITURES

3. Funding - General funds

4. Section Cost Analysis - N/A 

Computations - N/A

Economic Impact - N/A

Impact on Local Government - N/A

$1,028.1

$18.0

$158.2

$2.309.4
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FY90 - FY92

1. P o s 1t l o n s :

1 PFT Analyst/Programmer V, R 2 1 ,

@  $4,856/Mo including salary and 

benefits for 12 months = $58,272

2 PFT Analyst/Programmer IV, R19,
§ $4,281/Mo each Including salary

and benefits for 12 months = 102,744

1 PFT Analyst/Programmer III, 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 provide for a mini mu m of the following:

Alaska Individual Income Tax Wi thholding 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/inqulry 

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

A. Oata Processing:

-14-



* Interface with accounts receivable system (A/R)
* interface with AIITWHS to verify claimed wi thholding

* 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. Ha 11 room

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

Including salary and benefits for 

12 months

1 PFT Clerk II, R7, @ $2,118/Mo 
including salary and benefits 

for 12 months

These positions will augment the existing m ai lr oo m 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

Wi thholding 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 I,
@ $2,222/Mo Including salary

and benefits for 12 months = $26,664

This position will manually validate all the Alaska Wi th ho ld ing  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 III, R14, &
$3,124/Mo Including salary and

benefits for 12 months = $37,488

$28,116

25,416



6 PFT Document Processor I, R7, 0 
$2,118/Ho each Including salary and 

benefits for 12 months - 1 52,496

20 TEMP Document Processor I, R7, 0 
$ 1 , 569/Ho each Including salary and 

benefits for 6 months =■ 188,280

• I
»

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 m ic ro fi lm staff to microfilm, assign 
document locator numbers, and date stamp 100% of Wi thholding and Individual 

Income Tax returns filed.

♦
5. Data Capture

1 PFT Data Processing Clerk III, Rll
0 $ 2, 613/Mo including salary and 

benefits fur 12 months - $31,356

3 PFT Data Processing Clerk I, R8,
0 $ 2,222/Mo each including salary

and benefits for 12 months = 79,992

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 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 II, R14,
0 $ 3,115/Mo Including salary and 

benefits for 12 months =• 37,380

1 PFT Personnel Assistant I, R12,
0 $2,773/Mo Including salary and

benefits for 12 months - 33,270
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2 PFT Accounting Clerk III, RIO,
0 $2,468/Mo each Including salary

and benefits for 12 months - 59,232

1 PFT Clerk Typist III, 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 II, 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 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:
increase in supply orders for paper intensive organization 

Purchases increase:

* general equipment

* computer terminals, printers

* ma intenance 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 lette:

* denial forms

* check stock (refunds)



ro
G e n e r a l :

general supervision and man age me nt  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 E x p e n d i tu r es :

a) T ra v el :

training, increased EEO travel, data

processing coordination

b) C on t r a c t u a l :

1. 11 Wang 4250 workstations

2. 11 Wang emulator boards

3. 9 Wang 4230 workstations

4. 1 Wang DWS 55 printer

5. Printing - tax booklets, "L" 
letters, W/H forms, check stock, 

envelopes, etc.

6. Postage - booklets, letters,

W/H forms, etc.

7. 2 Kodak Mic.rof 1 lmers with 

ma intenance

8. 2 Kodak Reader/Printers

9. IBM Copier with maintenance

10. 20 phones, centrex costs, local 

and lonq distance

11. Risk management

12. Pitney Bowes 6500 system with 

maintenance

13. Chargeback for computer time 

from OOA

14. Wang Disk Pack cleaning

15. IBM Control Unit maintenance

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

17. Wang VS-100 Memory m aintenance

18. Wang VS-100 Disk Drive m ain te na nc e

19. Wang/IBM development package 

(NETR0N-CAP) with maintenance

20. Wang/IBM remote access m ai nt en an ce

21. 2 Borroughs EP 301 with 

maintenance

22. DOR's additional office space 

requirements

TOTAL CONTRACTUAL

$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
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c) S u p p l l e s :

Computer, microfilm, duplicating, 
general consumption

d) E q u i p m e n t : 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

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

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

2. T he  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

Rgs 6 3 r c h
1 PFT Economist II, 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, prog ra m development and 
coordination of research on the individual income tax. These duties 

include forecasting economic conditions and tax revenues. Other duties 
will include development and ma in te n an c e 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 
c hange in tax structure - rates, income classes, exemptions and 

deductions. .

3. If zip code information is available 1t should be possible to 
present such data on a geographic basis.
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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 .7

Books, technical journals .2

1.
d. Equipment

1. Wang APC, VS Com mu ni ca ti on  Board and

30mb Hard Disk 6.5*

2. Desk: Calculator .3*

Total Expenditure First Year $103.7

Total Ex penditure Subsequent Years $85.6

3. Funding - General Funds



REQUEST:
B i l l  V e r s i o n : .

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

STATE OF ALASKA 1987 LEGISLATIVE SESSION
FISCAL NOTE

R e v i s i o n  D a t e : _____________
T i t l e :  S t a t e  I n c o m e  T a x

A g e n c y  A f f e c t e d :  D e p a r t m e n t  o f  R e v e n u e  
BRU: T r e a s u r y ______________________________

S p o n s o r : __
R e q u e s t o r :

C o m p o n e n t s :

EXPEND ITURES/REVENUES: ( T h o u s a n d s  o f  D o l l a r s )

OPERATING
1 FY 87 1 FY 8 8 1 FY 8 9 1 FY 9 0 1 FY 91 1 FY 9 2
1 J _ 1 1 J _ 1

PERSONAL SER V IC ES . 1 I 3 2 . 8 | 4 6 . 4 | 4 6 . 4 | 4 6 . 4 | 4 6 . 4
TRAVEL 1 1 1 1 1 1
CONTRACTUAL 1 | 4 4 . 6 | 8 9 . 1 I 8 9 . 1 I 8 9 * 1 | 8 9 . 1
S U P P L IE S 1 1 1 1 1 1
EQUIPMENT 1 1 1 1 1 1
LANDS & STRUCTURES 1 1 1 1 1 1
GRANTS, CLAIMS 1 1 1 1 1 1
MISCELLANEOUS I - 1 1 1 1 1
TOTAL OPERATING 1 | 7 7 . 4 | 1 3 5 . 5 | 1 3 5 . 5 | 1 3 5 . 5 | 1 3 5 . 5

1 CAPITAL 1 -  1 1 -  1 - 1 -  1 -

1 REVENUE I 

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

-  1 -  1 -  1 -  ' 1 -  1

| GENERAL FUND 
j FEDERAL FUNDS 
j OTHER
I TOTAL____________

| 7 7 . 4  | 1 3 5 . 5  | 1 3 5 . 5  | 1 3 5 . 5  | 1 3 5 . 5

-  I -  I -  I -  I -
-  I -  I -  I -  I

7 7 . 4  I 1 3 5 . 5  I 1 3 5 . 5  I 1 3 5 . 5  I 1 3 5 . 5

P O S IT IO N S :
FU LL-TIM E
PA R T-TIM E
TEMPORARY

1
1

1
1

1
1

1
1

1
1

A N A LY SIS: s e e  a t t a c h e d  a n a l y s i s

P r e p a r e d  B y : H i l t  B a r k e r HS
> 3

i: T r e a s u r y /  /  .

b y  C o m m i s s i o n e r :
l / ~

D e o a r t m e n t  o f  R e v e n u e  /

/ P h o n e :  4 6 5 - 2 3 5 0

D i s t r i b u t i o n  ( b y  p r e p a r e r ) : 
L e g i s l a t i v e  F i n a n c e  
L e g i s l a t i v e  S p o n s o r  
R e q u e s t o r
O f f i c e  o f  M a n a g e m e n t  a n d  B u d g e t  
I m p a c t e d  A g e n c y ( i e s )
S e n a t e  S e c r e t a r y

F e b r u a r y 2 5 , 1 9 8 7

------ --- Z r . / u /f7
/
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FISC A L  NOTE ANALYSIS

ASSUM PTIONS:
1 .  C a s h  M a n a g e m e n t S e c t i o n  w i l l  d e v e l o p  t h e  RFP a n d  t h e  c o n t r a c t  t o  

l o c k b o x  t h e  m o n t h l y  e m p l o y e r s '  w i t h h o l d i n g  t a x  d e p o s i t s .  1 7 ,5 0 0  
p a y m e n t s  p e r  m o n th .

2 .  C a s h  M a n a g e m e n t S e c t i o n  w i l l  p e r f o r m  t h e  d e p o s i t o r y  f u n c t i o n s  o f
t h e  r e m i t t a n c e s  a t t a c h e d  t o  i n d i v i d u a l  t a x  r e t u r n s .  1 0 0 ,0 0 0  p e r
y e a r .

3 .  C a s h  M a n a g e m e n t S e c t i o n  w i l l  p r o c e s s  a l l  r e t u r n e d  i t e m s  (N SF  
c h e c k s ,  e t c . ) .  1 ,5 0 0  p e r  y e a r .

4 .  P r o c e s s i n g  a n d  d e p o s i t  o f  p e n a l t y  a n d  i n t e r e s t  p a y m e n t s .

DEPARTMENT OF REVENUE
TREASURY DIVISION

5 .  C a s h  M a n a g e m e n t S e c t i o n  w i l l  p r o v i d e  t h e  
r e c o n c i l i a t i o n  b e t w e e n  t h e  b a n k ,  AKSAS, 
R e v e n u e 's  s y s t e m  f o r  t h e  t a x  p a y m e n t s  o n

a c c o u n t i n g  t o  AKSAS a n d  
a n d  t h e  D e p a r t m e n t  o f  

a  c o n s o l i d a t e d  b a s i s .

C O S T S :

P e r s o n a l  S e r v i c e s FY 1 9 8 8 FY 1 9 8 9

A c c o u n t i n g  T e c h n i c i a n  I  $ 2 , 7 1 8  X 1 2  mo 
A c c o u n t i n g  C l e r k  I I  $ 2 , 3 1 0  X 6 mo 
L o c k b o x  c o n t r a c t

1 9 .0 *
1 3 . 8
4 4 . 6

3 2 . 6
1 3 . 8
8 9 . 1

TOTAL $ 7 7 . 4 $ 1 3 5 . 5

* 7  m o n th s  i n  FT 1 9 8 8

DEVELOPMENT T IM E : C o m p l e t i o n
D a te

T e c h n i c a l  A n a l y s i s  o f  t h e  r e q u i r e d  s y s t e m 4 m o n th s 1 0 / 8 7

L o c k b o x  C o n t r a c t 3 m o n th s 1 2 / 8 7

I n - h o u s e  t r a i n i n g  o f  d e p o s i t o r y  p r o c e d u r e s 2 w e e k s
«

1 2 /8 7

I n - h o u s e  t r a n i n g  o f  a c c o u n t i n g  p r o c e d u r e s 2 w e e k s 1 2 /8 7

1-ivZ
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PHCNE: 19071 AFS&9S

M E M O R A N D U M

DATE:

TO:

FROM:

A p r i l  2 1 ,  1 9 8 7

R e p .  A l  A d a m s , C h a i r m a n
L o u a n n  C u t l e r ,  P r o f e s s i o n a l  A s s i s t a n t
H o u s e  F i n a n c e  C o m m i t t e e

rt
C a m e ro n  K a s h a n i ,  R e v e n u e  A n a l y s t  
L e g i s l a t i v e  F i n a n c e  D i v i s i o n

- A

S U B J: F i s c a l  N o te  f o r  HB 1 5 4

A t y o u r  r e q u e s t ,  I  h a v e  r e v i e w e d  a n d  e v a l u a t e d  t h e  f i s c a l  n o t e  o n  
I n d i v i d u a l  I n c o m e  T a x  w h i c h  w a s  p r e p a r e d  b y  t h e  D e p a r t m e n t  o f  R e v e n u e  
(D O R ). T h e  f o l l o w i n g  r e p r e s e n t s  my r e c o m m e n d a t i o n s  o n  t h e  p r o p o s e d  
f i s c a l  n o t e  d a t e d  M a rc h  2 3 ,  1 9 8 7 .

A t t h e  p r e s e n t  t i m e  i t  s e e m s  m o r e  a p p r o p r i a t e  t o  a d d r e s s  F Y 88 im p l e m e n ­
t a t i o n .  c o s t s  o f  t h e  I n d i v i d u a l  I n c o m e  T a x ,  s i n c e  a n y  f u t u r e  e x p e c t a t i o n  
w o u ld  r e f l e c t  s p e c u l a t i o n  r a t h e r  t h a n  h a v i n g  a n y  l o g i c a l  f o u n d a t i o n .  
T h e r e f o r e ,  I  h a v e  p r e p a r e d  a  f i s c a l  n o t e  f o r  t h e  H o u s e  F i n a n c e  C o m m i t t e e  
w h i c h  o n l y  i n c l u d e s  FY 88 i m p l e m e n t a t i o n  c o s t  f i g u r e s .

I n  t h e  r e v i e w  o f  t h e  D e p a r t m e n t ’ s  f i s c a l  n o t e ,  I  t o o k  t h e  l i b e r t y  o f  
s p e a k i n g  w i t h  v a r i o u s  a u t h o r i t i e s  o f  t h e  D e p a r t m e n t  o f  R e v e n u e ,  t h e  
N a t i o n a l  C o n f e r e n c e  o f  S t a t e  L e g i s l a t u r e s ,  T h e  N a t i o n a l  A s s o c i a t i o n  o f  
T a x  A d m i n i s t r a t o r s ,  t h e  D e p a r t m e n t  o f  A d m i n i s t r a t i o n ,  a n d  t h e  D a t a  
P r o c e s s i n g  C o o r d i n a t o r  o f  t h e  S t a t e  o f  N o r t h  D a k o t a i

A c c o r d i n g  t o  t h e  N a t i o n a l  A s s o c i a t i o n  o f  T a x  A d m i n i s t r a t o r s ,  t h e  S t a t e s  
o f  V e r m o n t  a n d  N o r t h  D a k o t a  c o u l d  b e  u s e d  a s  e x a m p l e s  b e c a u s e  o f  t h e i r  
c o m p a r a b i l i t y  t o  t h e  S t a t e  o f  A l a s k a  w i t h  r e s p e c t  t o  p o p u l a t i o n  s i z e  a n d  
t h e  n u m b e r  o f  e x p e c t e d  r e t u r n s ,

F ro m  t h e  h i s t o r i c a l  s t a n d p o i n t ,  i n  F Y 8 2 ,  L e g i s l a t i v e  A u d i t  D i v i s i o n  h a d  
c o n d u c t e d  a  s p e c i a l  a u d i t  o n  t h e  D e p a r t m e n t  o f  R e v e n u e  i n  o r d e r  to- 
d e t e r m i n e  t h e  p o s i t i o n s  a s s o c i a t e d  w i t h  t h e  r e p e a l e d  i n d i v i d u a l  in c o m e  
t a x .  F i n d i n g s  o f  t h i s  s t u d y  r e v e a l e d  t h e  f o l l o w i n g  i n d i v i d u a l  in c o m e  
t a x  p o s i t i o n s :

P FT
OTHER

A u d i t

2 7
7

A d m in . S e r v i c e s  E n f o r c e m e n t

17
10

12

0

31-01LH



I t  s h o u l d  b e  n o t e d  t h a t  t h e  G o v e r n o r ' s  P r o p o s e d  I n d i v i d u a l  I n c o m e  T a x
c a l l s  f o r  a  f l a t  r a t e  w h i c h  i s  c l o s e l y  a k i n  t o  t h e  F e d e r a l  T a x  L a w .
T h e r e f o r e ,  t h e  n e e d  f o r  e x t e n s i v e  a u d i t i n g  a n d ,  t o  so m e  e x t e n t ,  e n f o r c e ­
m e n t  w o u ld  b e  c o n s i d e r a b l y  r e d u c e d .

T h e  a t t a c h e d  f i s c a l  n o t e  p r e p a r e d  b y  t h e  L e g i s l a t i v e  F i n a n c e  D i v i s i o n  
d i f f e r s  f r o m  t h e  D e p a r t m e n t ' s  f i s c a l  n o t e  d a t e d  3 / 1 3 / 3 7 .  T h e  f o l l o w i n g  
c h a n g e s  a r e  n o t e w o r t h y :

A u d i t
- ?. v .*•; ,

a )  R e c l a s s i f y  1 PFT  R e v e n u e  A u d i t o r  IV  t o  R e v e n u e  A u d i t o r  I I I
L-: 7 1 b )  R e c l a s s i f y  1 PFT C l e r k  IV  t o  C l e r k  I I I

c )  D e l e t e  1 P FT  C l e r k  T y p i s t  I I
d )  R e d u c e  f u n d i n g  f o r  c o n t r a c t u a l  a n d  e q u i p m e n t

E n f o r c e m e n t

'■ T h e  m a in  d i f f e r e n c e  b e t w e e n  D O R 's  f i s c a l  n o t e  a n d  t h e  o n e  p r e p a r e d  
b y  L e g i s l a t i v e  F i n a n c e  D i v i s i o n  i s  t h e  f o r w a r d i n g  o f  t h e  h i r i n g  
t i m e  w h ic h  w o u ld  e l i m i n a t e  t h e  n e e d  f o r  a n y  e n f o r c e m e n t  a c t i v i t i e s  
t i l l  F Y 8 9 . A s s u m in g  a  f i l i n g  d e a d l i n e  o f  A p r i l  1 5 ,  1 9 8 8  w i t h  6 0  
d a y s  a p p e a l  p e r i o d ,  a n y  e n f o r c e m e n t  a n d  c o l l e c t i o n  e f f o r t  d u r i n g
F Y 88 w o u ld  s e e m  u n n e c e s s a r y  a n d  c o u l d  b e  p o s t p o n e d  t o  t h e  f o l l o w i n g
y e a r .  M o r e o v e r ,  t h e  e x i s t i n g  m a n p o w e r  w i t h i n  t h e  D i v i s i o n  o f  
E n f o r c e m e n t  d e e m s  t o  s u f f i c e  a n y  t e m p o r a r y  n e e d .

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

a )  D e l e t e  1 P FT  C h i e f  I n c o m e  T a x  O p e r a t i o n s
b )  D e l e t e  1 PFT  P u b l i c a t i o n  S p e c i a l i s t  I
c )  D e l e t e  1 P FT  A c c o u n t i n g  C l e r k  I I I
d )  R e c l a s s i f y  1 PFT  P e r s o n n e l  A s s i s t a n t  I I  f r o m  P FT  t o  PPT
e )  R e c l a s s i f y  1 PFT  S u p p l y  O f f i c e r  I I  f r o m  PFT t o  PPT
f )  R e d u c e  f u n d i n g  f o r  c o n t r a c t u a l ,  s u p p l i e s ,  a n d  e q u i p m e n t  t o  

r e f l e c t  t h e  c o s t  a s s o c i a t e d  w i t h  t h e  d e l e t e d  p o s i t i o n s .

I  h a d  a s k e d  J a n  D a n i e l  o f  t h e  D e p a r t m e n t  o f  A d m i n i s t r a t i o n ' s  D a t a  
P r o c e s s i n g  S e c t i o n  t o  s p e a k  w i t h  t h e  a u t h o r i t i e s  i n  t h e  S t a t e s  o f  
N o r t h  D a k o t a  a n d  V e r m o n t  i n  o r d e r  t o  o b t a i n  a  m o r e  r e a l i s t i c  
s c e n a r i o  w i t h  r e s p e c t  t o  d e s i g n ,  d e v e l o p m e n t  a n d  i m p l e m e n t a t i o n  o f  
ci c o m p u t e r  s y s t e m  f o r  t h e  S t a t e  I n d i v i d u a l  I n c o m e  T a x .  E n c l o s e d  i s  
ci c o p y  o f  h i s  m e m o ra n d u m  r e g a r d i n g  t h i s  s u b j e c t .

T h e r e  m ay b e  so m e  p r o b l e m s  w i t h  r e s p e c t  t o  f i n d i n g  q u a l i f i e d  
p r o g r a m m e r s  w ho c a n  a c c o m p l i s h  t h e  a f o r e m e n t i o n e d  t a s k s  i n  a  t i m e l y  
f a s h i o n .  T h e  L e g i s l a t u r e  m ay  w a n t  t o  g i v e  t h e  D e p a r t m e n t  t h e  
a u t h o r i t y  a n d  t h e  f r e e d o m  t o  h i r e  q u a l i f i e d  p r o g r a m m e r s  w ho c a n  
m e e t  t h e  q u a l i f i c a t i o n  c r i t e r i a  s e t  f o r t h  b y  t h e  D e p a r t m e n t .
H o w e v e r ,  a f t e r  t h e  i n i t i a l  s e t u p ,  t h e  n e e d  f o r  m a i n t e n a n c e  o f  t h e  
s y s t e m  w o u ld  b e  l e s s  t h a n  w h a t ' s  i n d i c a t e d  i n  t h e  D e p a r t m e n t ' s  
f i s c a l  n o t e .



On t h e  t e c h n i c a l  s i d e  o f  t h e  i s s u e ,  t h e  D e p a r t m e n t  i s  p r o p o s i n g  t o  
u s e  W ang c o m p u t e r  s y s t e m s .  T h i s  c o u l d  b e  i n t e r p r e t e d  a s  u s e r  
p r e f e r e n c e  a n d  w o u ld  s e e m  m o r e  a p p r o p r i a t e  i f  o t h e r  s y s t e m s  a r e  
a l s o  t a k e n  i n t o  c o n s i d e r a t i o n .  No d o u b t ,  f u r t h e r  r e s e a r c h  i s  
r e q u i r e d  p r i o r  t o  i m p l e m e n t a t i o n  w h i c h  c o u l d  a l t e r  t h e  e x i s t i n g  
s c e n a r i o .

C o m m i s s i o n e r 's  O f f i c e

a )  D e l e t e  t h e  E c o n o m is t  I I  p o s i t i o n  a n d  i t s  c o r r e s p o n d i n g  
e x p e n d i t u r e  i n  a l l  o t h e r  l i n e  i t e m s .

I t  s e e m s  t h a t  t h e  e x i s t i n g  r e s o u r c e  w i t h i n  t h e  R e s e a r c h  S e c t i o n  o n  
t h e  C o m m i s s i o n e r 's  O f f i c e  a n d  t h e  G o v e r n o r ' s  O f f i c e  w o u ld  p r o v i d e  
a d e q u a t e  s u p p o r t  w i t h  r e s p e c t  t o  t a x  i s s u e s .

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

a )  R e d u c e  t h e  f u n d i n g  f o r  1 PFT  R e v e n u e  O f f i c e  M a n a g e r  f r o m  12 
m o n th s  t o  s i x  m o n th s . -

I n  b r i e f ,  i t  w o u ld  b e  m o r e  f e a s i b l e  i f  a l l  t h e  f u n c t i o n s  w e r e  c o n s o l ­
i d a t e d  i n t o  o n e  s i n g l e  c o m p o n e n t  c a l l e d  I n d i v i d u a l  I n c o m e  T a x  D i v i s i o n .  
O ne s h o u l d  b e a r  i n  m in d  t h e  p r o b l e m s  t h a t  t h e  L e g i s l a t u r e  h a s  h a d  w i t h  

. t h e  PFD f u n c t i o n s  e s p e c i a l l y  w h e n  d e t e r m i n i n g  PFD p o s i t i o n s  a n d  t h e i r  
c o r r e s p o n d i n g  e x p e n d i t u r e s .  F u r t h e r ,  c l o s e  m o n i t o r i n g  o f  t h e  im p le m e n ­
t a t i o n  p r o c e s s  b y  t h e  S t a t e  L e g i s l a t u r e  w o u ld  b e  r e c o m m e n d e d .

( e n c l o s u r e )
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M E M O R A N D U M .  S t a t e  o f  A l a s k a
\ v

TO: C a m e r o n  K a s h a n i  date: A p r i l
R e v e n u e  A n a l y s t
L e g i s l a t i v e  F i n a n c e  f i l en o :

i, D i r e c t o r j j ^ ^

TELEPHONE NO: 4 6 5 “ 222 f l

F r o m :  J a n  D a n i e l s ,  D i r e c t o r N ^  subject. I n c o m e  t a x
D a t a  N e t w o r k  S e r v i c e s  p r o c e s s i n g
D e p a r t m e n t  o f  A d m i n i s t r a t i o n  _____

I h a v e  i n v e s t i g a t e d  t h e  f i s c a l  n o t e  f i l e d  b y  t h e  D e p a r t m e n t  o f  R e v e n u e  
d e a l i n g  w i t h  t h e  p r o c e s s i n g  r e q u i r e m e n t s  o f  a s t a t e  p e r s o n a l  i n c o m e  t a x . .  
I n  o r d e r  t o  u n d e r s t a n d  t h e  r e q u i r e m e n t s  o f  an  i n c o m e  t a x  s y s t e m  1 c o n ~  
t a c t e d  t w o  s t a t e s  w h i c h  a r e  c u r r e n t l y  p r o c e s s i n g  t h i s  t y p e  o f  w o r k .  T h e  
i n f o r m a t i o n  i s  as  f o l l o w s :

1 .  S t a t e  o f  V e r m o n t .

a .  C o n t a c t :  R o b e r t  B a r n e t  8 0 2 - 8 2 8 - 2 3 0 0 .
b .  jf o f  r e t u r n s :  3 4 0 , 0 0 0
c .  C u r r e n t  y e a r  o n l y -  n o  a m e n d e d .
d .  S y s t e m  d e v e l o p e d  i n  1 3 7 1 -
e .  C o s t  o f  d e v e l o p m e n t  i n  1 9 7 1 :  $ 1 2 5 , 0 0 0 .
f .  T i m e  o f  d e v e l o p m e n t :  18 m o n t h s .
g .  If o f  p r o g r a m m e r s  d u r i n g  d e v e l o p m e n t :  5 *
h .  If o f  m a i n t e n a n c e  p r o g r a m m e r s :  3«
i .  If o f  d a t a  e n t r y  p e r s o n n e l :  5 p e r m a n e n t  + 7 t e m p o r a r y ,  
j .  DP c o s t  f o r  r u n n i n g  s y s t e m :  $ 8 0 , 0 0 0  y e a r  a p p x .
k .  T y p e  o f  s y s t e m :  B a t c h .

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

a .  C o n t a c t :  Don J o h n s o n  7 0 1 - 2 2 4 - 2 0 4 8 .
b .  if o f  r e t u r n s :  3 0 0 , 0 0 0 .
c .  P r i o r  y e a r  p r o c e s s i n g  -  a m e n d e d .
d .  S y s t e m  d e v e l o p e d  i n  1 9 8 6 .
e .  C o s t  o f  d e v e l o p m e n t :  N o t  k n o w n .
f .  T i m e  o f  d e v e l o p m e n t :  7 m o n t h s .
g .  If o f  p r o g r a m m e r s  d u r i n g  d e v e l o p m e n t :  7 .
h .  # o f  m a i n t e n a n c e  p r o g r a m m e r s :  3 -
i .  If o f  d a t a  e n t r y  p e r s o n n e l :  6 p e r m a n e n t  + 12 t e m p o r a r y ,  
j .  E m p l o y e r  i n f o r m a t i o n  m a t c h i n g  p r o v i d e d .
k .  DP c o s t  f o r  r u n n i n g  s y s t e m :  $ 1 2 0 , 0 0 0 .
1 .  T y p e  o f  s y s t e m .  O n l i n e ,  A d a b a s ,  N a t u r a l .

The  DP p o r t i o n  o f  t h e  f i s c a l  n o t e  a p p e a r s  t o  be  w e l l  w i t h i n  t h e  b o u n d s  
o f  w h a t  o t h e r  s t a t e s  h a v e  f o u n d  t o  be  t r u e  o p e r a t i o n a l  c o s t s  f o r  i ncome, 
t a x  s y s t e m s .  The  u s e  o f  t h e  Wang f o r  d a t a  e n t r y  a p p e a r s  t o  make  a g r e a t  
d e a l  o f  s e n s e  i n  t h 3 t  t h e  d a t a  e n t r y  s y s t e m  i s  a v a i l a b l e  d u r i n g  t h e  t i m e s  
R e v e n u e  n e e d s  t o  s c h e d u l e  i t  f o r  p e a k s  a n d  t h e y  h a v e  d e m o n s t a t e d  t h e  e f ­
f e c t i v e n e s s  o f  t h i s  p r o c e s s  i n  t h e  P e r m a n e n t  F u n d  d i v i d e n d  s y s t e m .

1
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E X P E N D IT U R E S /R E V E N U E S : {Thousands or'DolIais)

OPERATTNG FY 37 ! F Y S 8  | FY 39 | FY 90 | F Y 9 1  FY 92

PERSONAL SERVICES
TRAVEL
CONTRACTUAL
SUPPUES
EQUIPMENT
LAND &. STRUCTURES
GRANTS. CLAIMS
MISCELLANEOUS

1 11Q S '  i i i I
1 3 3 -Q  i i i i
1 O / I . i  1 1 1 |
1 9 . 4  1 1 1 1
1 1 7 1 . 6  I I I I
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D i v i s i o n  o f  A u d i t  

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

Assumpt io n s :

T h e  A u d i t  D i v i s i o n  w i l l  a d m i n i s t e r  t h e  i n d i v i d u a l  in c o m e  t a x  l a w s  
t o  i n s u r e  c o m p l i a n c e  w i t h  A l a s k a  S t a t u t e s .  A l t h o u g h  c a l e n d a r  y e a r  
t a x  r e t u r n s  w i l l  n o t  b e  d u e  u n t i l  1 9 8 9 ,  a  w i t h h o l d i n g  t a x  s y s t e m  
m u s t  b e  i n  p l a c e  a n d  o p e r a t i v e  b y  J a n u a r y  1 ,  1 9 8 8 .  A d d i t i o n a l
s t a f f  m u s t  b e  h i r e d  a n d  f u l l y  t r a i n e d  t o  a c c o m p l i s h  t h e  
f o l l o w i n g :

1 .  C c n p l i a n c e .  T h i s  f u n c t i o n  w i l l  b e  a c c o n p l i s h e d  b y  u t i l i z i n g  
b o t h  t a x  e x a m i n e r  a n d  a u d i t o r  s t a f f .  T a x  e x a m i n e r s ,  m o r e  
t y p i c a l l y ,  w i l l  h a n d l e  d e s k  r e v i e w  a n d  l e s s  c o m p l e x  i s s u e s .  
A u d i t o r s  w i l l  c o m p l e t e  f i e l d  a u d i t s  a n d  d e a l  w i t h  m o r e  
s o p h i s t i c a t e d  a n d  c o m p l e x  t a x  i s s u e s .

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

3 .  P a y r o l l  W i t h h o l d i n g .  T h i s  f u n c t i o n  w i l l  b e  a c c o m p l i s h e d  b y  
s t a f f i n g  o f  t a x  e x a m i n e r s  t o  r e c o n c i l e  e m p l o y e r s  q u a r t e r l y  
w i t h h o l d i n g ,  r e t u r n s ,  m o n t h l y  d e p o s i t s  a n d  a n n u a l  s t a t e m e n t s .
T h e y  w i l l  m a i n t a i n  a n d  r e c o n c i l e  t h e  e m p l o y e e s  W - 2 's  t o  t h e  
e m p l o y e r s  r e t u r n s .

4 .  R e t u r n  E x a m i n a t i o n  a n d  P r o c e s s i n g .  T h i s  f u n c t i o n  w i l l  b e  c o m p l e t e d  
b y  c l e r k s  a n d  t a x  e x a m i n e r s .  T h e  f i e l d  r e t u r n s  w i l l  b e  c h e c k e d  
f o r  a c c u r a c y  a n d  c o m p l e t e n e s s . P a y m e n t s  w i l l  b e  p o s t e d  t o  t h e  
a p p r o p r i a t e  r e t u r n s ,  a n d  d e s k  r e v i e w s  w i l l  b e  c o m p l e t e d  t o  
p r o c e s s  t h e  r e t u r n s .  S e l e c t e d  r e t u r n s  w i l l  b e  f o r w a r d e d  t o  a n  
a u d i t o r  f o r  e x a m i n a t i o n .

5 .  P u b l i c  E d u c a t i o n  a n d  S t a f f  T r a i n i n g .  T h i s  f u n c t i o n  w i l l  b e  
p e r f o r m e d  b y  a u d i t  l e v e l  s t a f f  m e m b e r s .  P u b l i c  e d u c a t i o n  o f  t h e  
i n d i v i d u a l  i n c c m e  t a x  l a w s  a n d  f i l i n g  r e q u i r e m e n t s  w i l l  b e  
a c c o m p l i s h e d  t h r o u g h  s e m i n a r s  c o n d u c t e d  i n  v a r i o u s  l o c a t i o n s  
t h r o u g h o u t  t h e  s t a t e  a n d  b y  t r a i n i n g  s t a f f  m e m b e r s  d e a l i n g  w i t h  
t h e  p u b l i c .  S t a f f  t r a i n i n g  i s  n e c e s s a r y  t o  m a i n t a i n  a  c o m p e t e n t  
l e v e l  o f  e m p l o y e e  a n d  e d u c a t e  s t a f f  t o  t h e  n e w  a n d  c h a n g i n g  t a x  
l a w s .
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A  s c h e d u a l  o f  e s t i m a t e d  c o s t s  t o  o p e r a t e  t h e  A u d i t  D i v i s i o n  
p r o g r a m s  a r e  a s  f o l l o w s :

P e r s o n a l  S e r v i c e s  -  PY  8 8

1 PET  R e v e n u e  A u d i t o r  I I I ,  R 1 8 ,  @ $ 4 , 0 1 6 /M o
i n c l u d i n g  s a l a r y  a n d  b e n e f i t s  f o r  9  m o n t h s  3 6 . 1

1  P E T  T a x  E x a m i n e r  I I I ,  R 1 4 , @ * 3 , 1 1 5 /M o
i n c l u d i n g  s a l a r y  a n d  b e n e f i t s  f o r  9  m o n t h s  2 8 . 0

1  P E T  T a x  E x a m i n e r  I I ,  R 1 2 , @ $ 2 , 6 7 3 /M o
i n c l u d i n g  s a l a r y  a n d  b e n e f i t s  f o r  9  m o n t h s  2 4 . 1

1 P E T  T a x  E x a m i n e r  I ,  R IO , @ $ 2 , 4 6 8 /M o
i n c l u d i n g  s a l a r y  a n d  b e n e f i t s  f o r  9  m o n t h s  2 2 . 2

'  1  P E T  C l e r k  I I I ,  R 8 , @ $ 2 , 2 2 2 /M o
i n c l u d i n g  s a l a r y  a n d  b e n e f i t s  f o r  9  m o n t h s  2 0 . 0

1 P E T  C l e r k  T y p i s t  I I I ,  R 8 , @ 2 ,2 2 2 /M o
i n c l u d i n g  s a l a r y  a n d  b e n e f i t s  f o r  9  m o n t h s  2 0 . 0

T h i s  f i g u r e  r e f l e c t s  a  o n e  t i m e  t r a v e l  c o s t  f o r  e m p l o y e r  t r a i n i n g  
t o  b e  c o n d u c t e d  i n  v a r i o u s  l o c a t i o n s  t h r o u g h o u t  t h e  S t a t e  i n  
c o n j u n c t i o n  w i t h  P u b l i c  S e r v i c e s  D i v i s i o n .

C o n t r a c t u a l  -  EY 8 8

1 5 0 . 4

T r a v e l  -  EY 8 8 6 . 5

W ang t e r m i n a l s  & s o f t w a r e 3 4 . 5

S u p p l i e s  -  EY 8 8 4 . 5

E q u ip m e n t  -  EY 8 8

M i c r o f i l m ,  p r i n t e r ,  d e s k s ,  c h a i r s ,  e t c . 1 5 . 0

Total Expenditures 210.9
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Adm inistrative Services
F isca l Note Analysis

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

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

• b )  P r o c e s s  a l l  t a x  r e t u r n s ,  i n c l u d i n g  m a i l  h a n d l i n g ,  m i c r o f i l m i n g ,  
d o c u m e n t  r e v i e w ,  d a t a  c a p t u r e  a n d  f i l i n g .
c )  P r o c e s s  a l l  r e m i t t a n c e  o f  t a x  d u e  w h i c h  i s  r e c e i v e d  w i t h  t a x  r e t u r n s .
d )  D e s i g n ,  p r o g r a m ,  t e s t ,  d o c u m e n t ,  a n d  m a i n t a i n  t h e  a u t o m a t e d  
A l a s k s  I n d i v i d u a l  I n c c m e  T a x  W i t h h o l d i n g  s y s t e m  a n d  A l a s k a  
I n d i v i d u a l  I n c c m e  T a x  P r o c e s s i n g  s y s t e m .
e )  P r o c e s s  a n d  a c c o u n t  f o r  a l l  i n d i v i d u a l  i n c c m e  t a x  r e f u n d s  t o  
i n d i v i d u a l s .  '  <*'
f ) E s t a b l i s h  a n  a u t o m a t e d . b i l l i n g  s u b s y s t e m  f o r  r o u t i n e  t a x  
d e f i c i e n c i e s ,  p e n a l t y  a n d  i n t e r e s t .
g )  A c q u i r e  a n d  m a i n t a i n  c c m p u t e r  c a p a c i t y  t o  a c c o m o d a t e  t h e  tw o  
s y s t e m s  a n d  t h e  a c c e s s  r e q u i r e d  b y  t h e  d e p a r t m e n t ' s  u s e r s .

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

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

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

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

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

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

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

a )  T h e  w i t h h o l d i n g  a n d  i n c . m e  t a x  p r o c e s s i n g  s y s t e m s  w i l l  r e s i d e  o n  
D O A 's  m a i n f r a m e  c o m p u t e r  a n d  w i l l  b e  p r o g r a m e d  i n  c o c r m a n d - l e v e l  C IC S .

b )  T o  g a i n  t h e  t r e m e n d o u s  a d v a n t a g e s  i n  p r o g r a m m i n g  d e v e l o p m e n t  o f f e r e d  
b y  t h e  W ang  V S , R e v e n u e  w i l l  p u r c h a s e  a  s o f t w a r e  p a c k a g e  w h ic h  
a l l o w s  a n  a n a l y s t  / p r o g r a m m e r  t o  w r i t e  p r o g r a m s  o n  t h e  W ang VS a n d  
h a v e  t h e m  t r a n s l a t e d  t o  c a r m a n d  l e v e l  C IC S  t o  r u n  o n  t h e  
m a i n f r a m e ,  w h i c h  o f f e r s  e c o n o m i c a l  s t o r a g e  a n d  p r o c e s s i n g  f o r  
l a r g e  f i l e s .

1 0 .  G i v e n  t h e  e x i s t i n g  f e d e r a l  t a x  l a w ,  t h i s  b i l l  r e q u i r e s  a l l  
p e r s o n s  r e c e i v i n g  a  p e r m a n e n t  f u n d  d i v i d e n d  t o  f i l e  a n  A l a s k a  
I n d i v i d u a l  I n c c m e  T a x  R e t u r n .  H o w e v e r ,  f o r  p u r p o s e s  o f  t h i s  
f i s c a l  a n a l y s i s ,  i p  i s  a s s u m e d  t h a t  t h e  f i n a l  v e r s i o n  w o u ld  n o t  
r e q u i r e  f i l i n g  : b y  a  p e r s o n  w h o s e  o n l y  s o u r c e  o f  i n c c m e  i s  t h e  
A l a s k a  P e r m a n e n t  F u n d  D i v i d e n d .  T h u s ,  m o s t  o f  A l a s k a ' s  c h i l d r e n  
w o u ld  n o t  h a v e  t o  f i l e .  I f  t h i s  p r o v e s  n o t  t o  b e  t h e  c a s e ,  t h e r e  
w i l l  b e  a n  i n c r e m e n t a l  c o s t  o f  p r o c e s s i n g  t h e  a d d i t i o n a l  1 8 0 , OCO 
t a x  r e t u r n s .

P r o g r a m  S u n m a r y :

T h e  A l a s k a  I n d i v i d u a l  I n c c m e  T a x  w i l l  r e q u i r e  t h e  c r e a t i o n  o f  tw o  
m a j o r  p r o c e s s i n g  s y s t e m s :

1 )  A l a s k a  I n d i v i d u a l  I n c o m e  T a x  W i t h h o l d i n g  S y s t e m .
2 )  A l a s k a  I n d i v i d u a l  I n c c m e  T a x  R e t u r n  P r o c e s s i n g  S y s t e m .

I n  a d d i t i o n  t o  d e s i g n i n g ,  p r o g r a m m in g  a n d  m a i n t a i n i n g  t h e  tw o  
a b o v e  m e n t i o n e d  a u t o m a t e d  s y s t e m s ,  t h e  A d m i n i s t r a t i v e  S e r v i c e 's  
D i v i s i o n  w i l l  p r o c e s s ,  r e v i e w ,  m i c r o f i l m ,  a n d  d a t a  c a p t u r e  
a p p r o x i m a t e l y  7 0 , 0 0 0  w i t h h o l d i n g  f o r m s  a n d  2 7 5 , 0 0 0  A l a s k a  
I n d i v i d u a l  I n c o m e  T a x  R e t u r n s  a n n u a l l y .  R e f u n d  w a r r a n t s  w i l l  b e  
i s s u e d  o n  a p p r o x i m a t e l y  2 1 3 , 7 5 0  o f  t h e  r e t u r n s  f i l e d .  I n  
a d d i t i o n ,  a p p r o x i m a t e l y  2 5 , 0 0 0  i n d i v i d u a l  l e t t e r s  w i l l  b e  
p r e p a r e d ,  m a i l e d ,  a n d  c o n t r o l l e d  i n  r e s p o n e  t o  p e r s o n s  w h o  f i l e  
i n c o m p l e t e  t a x  r e t u r n s  o r  w h o s e  t a x  r e t u r n s  r e s u l t  i n  a  
m a t h e m a t i c a l  a d j u s t m e n t .

F i n a l l y ,  t h e  a d d i t i o n  o f  s u c h  a  m a j o r  p r o g r a m  t o  t h e  D e p a r t m e n t  
o f  R e v e n u e  w i l l  d e f i n i t l y  i m p a c t  t h e  a b i l i t y  o f  t h e  
A d m i n i s t r a t i v e  S e r v i c e s  D i v i s i o n  t o  p r o v i d e  g e n e r a l  
a d m i n i s t r a t i v e  s u p p o r t  s e r v i c e s  w i t h  t h e  e x i s t i n g  s t a f f .

T h e  A d m i n i s t r a t i v e  S e r v i c e s  D i v i s i o n  w i l l  r e q u i r e  s t a f f i n g  a s  
e a r l y  a s  FY 8 8  i n  o r d e r  t o  d e s i g n  a n d  e s t a b l i s h  t h e  c o m p u t e r i z e d  
p r o c e s s i n g  s y s t e m s  e n v i s i o n e d ,  a n d  t o  p r o d u c e  t h e  f o r m s  r e q u i r e d .



Personal Services -  FY 88

1 P F T  A n a l y s t / P r o g r a m m e r  V , R 2 1 , @ $ 4 , 0 5 6 / t o
i n c l u d i n g  s a l a r y  a n d  b e n e f i t  f o r  1 2  m c n t h s  5 8 , 3

2  P P T  A n a l y s t / P r o g r a m m e r  I V ,  R 1 9 , @ $ 4 , 2 8 l / M o
i n c l u d i n g  s a l a r y  a n d  b e n e f i t s  f o r  1 2  m o n t h s  1 0 2 . ' /

2  P F T  A n a l y s t / P r o g r a m m e r  I I I ,  R 1 7 , @ $ 3 , 7 3 0 / t o
i n c l u d i n g  s a l a r y  a n d  b e n e f i t s  f o r  6  m o n t h s  4 4 , 8

1 P F T  C l e r k  I V ,  R 9 , @ $ 2 , 3 4 3 /M o
i n c l u d i n g  s a l a r y  a n d  b e n e f i t s  f o r  3 m o n t h s  7 - 0

1 P F T  T a x  E x a m i n e r  I I I ,  R 1 4 , @ $ 3 , 1 1 5 /M o
i n c l u d i n g  s a l a r y  a n d  b e n e f i t s  f o r  5 m o n t h s  1 5 , 6

3  P F T  D o c u m e n t P r o c e s s o r  I ,  R 7 , @ $ 2 , 1 1 8 / t o
i n c l u d i n g  s a l a r y  a n d  b e n e f i t s  f o r  3 m o n t h s  1 9 . 1

2  P F T  D a t a  P r o c e s s i n g  C l e r k  I ,  R 8 , @ $ 2 , 2 2 2 / t o
i n c l u d i n g  s a l a r y  a n d  b e n e f i t s  f o r  3 m o n t h s  1 3 . 3

1  P P T  P e r s o n n e l  A s s i s t a n t  I I ,  R 1 4 , @ $ 1 , 5 5 7 / t o
i n c l u d i n g  s a l a r y  a n d  b e n e f i t s  f o r  1 2  m o n t h s  1 8 . 7

1  P P T  S u p p l y  O f f i c e r  I I ,  R 1 6 ,  @ $ 1 , 7 5 7 /M o
• i n c l u d i n g  s a l a r y  a n d  b e n e f i t s  f o r  1 2  m o n t h s  2 1 . 1

1  P F T  C l e r k  T Y p is *  I I I ,  R S , @ $ 2 , 2 2 2 / t o
i n c l u d i n g  s a l a r y  a n d  b e n e f i t s  f o r  1 2  m o n t h s  2 6 . 7

1  P E T  A c c o u n t i n g  C l e r k  I I I ,  R IO , @ $ 2 , 4 6 8 /M o
i n c l u d i n g  s a l a r y  a n d  b e n e f i t s  f o r  1 2  m c n t h s  2 9 . 6

T o t a l  e x p e n d i t u r e s  3 5 6 . 9

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

a )  M a i l r o c m
b )  M i c r o f i l m i n g
c )  M a n u a l r e v i e w  o f  t h e  t a x  r e t u r n s
d )  D a t a  c a p t u r e
e )  P e r s o n n e l ,  f i s c a l ,  s u p p l y  a n d  p u r c h a s i n g
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Travel -  FY 88 1C-..C')

O n - s i t e  r e v i e w  o f  s e l c t e d  t a x  r e t u r n  p r o c e s s i n g  s y s t e m s  i n  c / f t c u r  
s t a t e s  a n d  t r a i n i n g  f o r  a n a l y s t / p r o g r a m m e r  i n  co m m a n d  l e v r J i  .CTCS 
a n d  W a n g  V S C o b o l .

C o n t r a c t u a l  -  EY  8 8

1 .  2  W ang  4 2 5 0  w o r k s t a t i o n s  1 2 . 2
2 .  2  W an g  e m u l a t o r  b o a r d s  1 . 6
3 .  2  W an g  4 2 3 0  k e y - p u n c h  t e r m i n a l s

f o r  2  m o n t h s  1 . 8
4 .  M i c r f i l m e r ,  w i t h  m a i n t e n a n c e ,

3  m o n t h s  3 . 8
5 .  4  p h o n e s ,  c e n t r e x  c o s t s ,  l o c a l

a n d  l o n g  d i s t a n c e  5 . 4
6 .  P r i n t i n g :  W i t h h o l d i n g  R e t u r n s ,

D e p o s i t  C o u p o n s ,  / w - 4 ’ s ,  e t c .  4 2 . 0
7 .  P o s t a g e  2 2 . 0
8 .  C h a r g e b a c k  f o r  c o m p u t e r  t i m e  f r o m  DOA 9 1 . 6
9 .  W a n g /IE M  d e v e l o p m e n t  p a c k a g e

(N ETRC N -C AP) w i t h  m a i n t e n a n c e  1 2 3 . 5
1 0 .  W a n g /IB M  r e m o t e  a c c e s s  s o f t w a r e

w i t h  m a i n t e n a n c e  5 . 2
1 1 .  W an g  D i s k  P a c k  c l e a n i n g  . 7
1 2 .  IB M  C o n t r o l  U n i t  M a i n t e n a n c e  . 6
1 3 .  W ang  V S - 1 0 0  I . O . P . ,  M e m o ry , D i s k
1 4 .  D r i v e  m a i n t e n a n c  3 . 3
1 5 .  D O R 's  a d d i t i o n a l  o f f i c e  s p a c e

r e q u i r e m e n t  8 0 . 8

T o t a l  C o n t r a c t u a l  3 9 4 U i

S u p p l i e s  -  FY 8 8  4 . . 4

E q u i p m e n t  -  EY 8 8

1 . K o d a k  f i l m  c a b i n e t  a n d  c a r r e s o u l 1 .2
2 . W an g  V S - 1 0 0  IO P  ( 2 ) 7 . 2
3 . W ang  V S - 1 0 0  M em o ry  (6  MB) 3 2 . 4
4 . W an g  V S - 1 0 0  D i s k  D r i v e  ( 6 2 8  MB) 2 7 . 0
5 . W an g  D i s k  P a c k s  a n d  IEM  C o n t r o l  U n i t 12.8
6 . A d d i t i o n a l  s y s t e m s  f u r n i t u r e 6 1 . 3
7 . O p e r a t i o n a l  s e a t i n g 4 . 7
8 . F i l e  c a b i n e t s ,  c a l c u l a t o r s ,  e t c .  

T o t a l  E q u ip m e n t
5 . 0

Total Expenditures 907.0
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P u b l i c  S e r v i c e s  

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

1 . R e g u l a t i o n s  w i l l  b e  p r o m u l g a t e d  r e q u i r i n g  m o n t h l y  o r  q u a r t e r l y  
r e p o r t i n g  o f  t a x e s  w i t h h e l d  o n  v a g e s .

2 .  A p p r o x i m a t e l y  1 7 , 5 0 0  w i t h h o l d i n g  r e p o r t s  a n d  2 7 5 , 0 0 0  a n n u a l  
i n d i v i d u a l  i n c c m e  t a x  r e t u r n s  w i l l  n e e d  p r o c e s s i n g .

3 .  P u b l i c  S e r v i c e s  D i v i s i o n  w i l l  p r o v i d e  i n d i v i d u a l  i n c c m e  t a x  
a s s i s t a n c e  t o  b o t h  b u s i n e s s e s  a n d  i n d i v i d u a l s .

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

P e r s o n a l  S e r v i c e s  -  FY  8 8

1 P P T  R e v e n u e  O f f i c e  M a n a g e r ,  R 1 5 , @ 1 6 4 6 /M o
i n c l u d i n g  s a l a r y  a n d  b e n e f i t s  f o r  1 2  m o n t h s  1 9 . 7

T r a v e l  -  EY  8 3

E m p lo y e e  t r a i n i n g  i n  c o n j u n c t i o n  w i t h  A u d i t
D i v i s i o n  a n d  a d m i n i s t r a t i v e  t r a v e l  '  1 6 . 5

C o n t r a c t u a l  -  FY  8 8

1 .  A d v e r t i s i n g  c a m p a i g n ,  w i t h h o l d i n g
r e q u i r e m e n t s ,  i n c c m e  t a x  f i l i n g  4 5 . 0

2 .  P o s t a g e  3 0 . 0
3 .  P r i n t i n g  5 . 0
4 .  T e l e p h o n e  c h a r g e s  1 5 . 0
5 .  M e s s e n g e r  S e r v i c e s  2 . 0
6 . C o m p u te r  t e r m i n a l  m a i n t e r l a c e  . 5
7 .  P u b l i c a t i o n s  . 5

T o t a l  C o n t r a c t u a l  9 8 . 0

S u p p l i e s  -  FY 8 8  . 5

Equipment -  FY 88 5.0

Total Expenditures
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D i v i s i o n  o f  T r e a s u r y  
F i s c a l  N o t e  A n a l y s i s

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

1 .  C a s h  M a n a g e m e n t S e c t i o n  v a i l  d e v e l o p  t h e  R F P  a n d  t h e  c o n t i a c t  
t o  l o c k b o x  t h e  m o n t h l y  e m p l o y e r s '  w i t h h o l d i n g  t a x  d e p o s i t s ,  
1 7 , 5 0 0  p a y m e n t s  p e r  m o n t h .

2 .  C a s h  M a n a g e m e n t S e c t i o n  w i l l  p e r f o r m  t h e  d e p o s i t o r y  f u n c t i o n s  
o f  t h e  r e m i t t a n c e s  a t t a c h e d  t o  i n d i v i d u a l  t a x  r e t u r n s .  1 0 0 , 0 0 0  
p e r  y e a r .

3 .  C a s h  M a n a g e m e n t S e c t i o n  w i l l  p r o c e s s  a l l  r e t u r n e d  i t e m s  (N SF 
c h e c k s ,  e t c . ) .  1 , 5 0 0  p e r  y e a r .

4 .  P r o c e s s i n g  a n d  d e p o s i t  o f  p e n a l t y  a n d  i n t e r e s t  p a y m e n t s .

5 .  C a s h  M a n a g e m e n t  S e c t i o n  w i l l  p r o v i d e  t h e  a c c o u n t i n g  t o  AKSAS 
a n d  r e c o n c i l i a t i o n  b e t w e e n  t h e  b a n k ,  AKSAS, a n d  t h e  D e p a r t m e n t  o f  
R e v e n u e 's  s y s t e m  f o r  t h e  t a x  p a y m e n t s  o n  a  c o n s o l i d a t e d  b a s i s .

P e r s o n a l  S e r v i c e s  -  FY  8 8

£ g k
w

1 P F T  A c c o u n t i n g  T e c h  I ,  R 1 2 ,  @ $ 2 7 1 8 /M o  
i n c l u d i n g  s a l a r y  a n d  b e n e f i t s  f o r  7  m o n t h s

1 P P T  A c c o u n t i n g  C l e r k  I I ,  R 9 , @ $ 2 3 1 0 /M o  
i n c l u d i n g  s a l a r y  a n d  b e n e f i t s  f o r  6  m o n th s

T o t a l  P e r s o n a l  S e r v i c e s

1 9 . 0

1 3 . 8

3 2 . 8

C o n t r a c t u a l  -  FY  8 8

L o c k b o x  c o n t r a c t 4 4 . 6

Total Expenditures 77.4



INCOME TAX PROJECT REPORT 

FEBRUARY 4. 1987

I. 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 Identification 

o f  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

III. Each alternative has been designed to generate approximately $250 
million 1n revenue.

II. 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 issues 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 ■; 

marginal rates, this reduces the incentive to alter decisions based '«n lox 

considerations. Personal, business and investment decisions would be 

primarily based on economic as opposed to tax considerations. In addition,



the lower rates reduce the payoffs to time spent trying to avoid or In some 

cases evade taxes.
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b . inc o m e .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 o f  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. Equ i t y  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-

Dlstrlbutlon 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 in 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 .



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 is 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.

INDIVIDUAL INCOME TAX REPORT
PAGE 3

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 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 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 in 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 is 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, is 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 "onr< »'■> 

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



The main concerns with a fiat rate tax Involve its incidence. It may 

distribute burdens from upper to middle income taxpayers.
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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 f rom 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 in 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 is indexed, this alternative is less distorted by 

inflation than the previous cases.

III. 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.



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 law eliminates the SI00 - $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.
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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

S tatus

Standard
Deduction

Add'nl for B1Indness/ 

Age Exemption__________

Single

Married FI 11ng Joint 

Married FI 1 ing Sep 

Head of Household

$3,000
$5,000

$2,000
$4,400

$750 per Exemption 
$600 per Exemption 

$600 per Exemption 

$750 per Exemption

7. I t e m ! ?ed_ Peduc.t Ions

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.

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 yearl y for Inflation).

8. Personal Exemptions

Fillng

-Status
Income
Threshold

Single

Married FI 11ng Joint 

Married Filing Separately 

Head of Household

$ 89,560 

$149,200 

$113,300 

$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 income tax are 
assumed to be re-adopted for this proposal.
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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 tt\ 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 Inclusion s 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. Itemized 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



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 in 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 I n clu si ons . 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 1o w .

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 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 law which define 

passive and active participation in 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 in participatory rental losses.

(Passive losses occur particularly in some partnership and rental a r i f v i H n  )

3. Income Adjustments

Under the new Federal law, 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 F O U R : DISCUSSION/THE WORKING DRAFT

1. F 111ng Status

A decision will have to be made concerning the filing status of married 

persons. Under federal law, marrieds may file jointly or separately. It 

would be preferable to require that the same status be used for t p u r p » >  

as utilized for federal purposes. Otherwise, income will li.-»ve 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 I n c o m e , 

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 level 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 Mi«-> stal*- 

must be added to the tax base to place these r e s 5dents 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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c. Subtraction s. .From I he-Ta x.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 Is 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. O nly 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 o f  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 l i f i u  

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 d elinquency rate on 

AHFC mortgage loans Is becoming Increasingly alarming. The situation should 

only worsen under the current ABE program which assumes y ear ly  Increases 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 
p r o b l e m ) .

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. Cr e di t ?

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 du r 1ng 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



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. A dm 1. nls.t r.a ti v e _I .s.su ? 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 In 

1988. Both alternatives adopt federal provisions to arrive at taxable Income 

figures, I.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 

■and 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 is 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 law is problematic from the per s p e c H \>° Hi.il iiw

Income tax law changes on a yearly basis. The state system will ?!■;•• < 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 impact 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. Of 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 o f  opinion as to what constitutes the proper amount of a 

deduction. The ma jor it y 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 lies. 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 w ithholding 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 *•» i i i»lw • I »M tiq.

In addition to the withholding reports and returns, it is estimated I hoi 

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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1. Developing withholding and tax return form packages.

2. Taxpayer and employer education and assistance.

3. The receipt and processing of reports and returns.

4. Processing cash flow, Including refunds.

5. Data capture of report and return Information and cash flow.

6. Mlcrofilming returns.

7. Filing (storage) of tax reports and returns.

8. 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. Year ly reporting to IRS of state tax refunds Issued.

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 1 ri 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 I.ip 

r-quired In deciding the extent to which deductions will be a l l o w e d .
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Moving expenses 

Employee business expenses 

IRA deduction

Keogh and SEP retirement plan deductions 

AlImony 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 equ al ly 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, i.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 o nly 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 Is, 1t makes no difference

the state 1n which the expenditure 1s made. The Working Draft 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 a great deal of leeway

In this area for abuse since it Is not always a clear cut case of determining

the income 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 I n n M a  I 

sums are paid In the form of officers compensation for wot V a l l e g e d  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



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 Is 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, I.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.
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D. P.ls.t d -b.dt.1 g n _ Q f „ T hV- T.ax .Burden

The distribution of the tax b m d e n  Involves the question of what Income 

groups will pay what part of the total tax required to be generated by the tax 

system. The income 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 system 

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 a c c o m p l 1 shed by the Income level at 
which a tax liability arises as well as through the establishment of 
e x e m p t i o n s .

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 likely 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.



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 income as is 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 o f  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 f rom 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 loss 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 o f  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 level in 1988 applies to certain 
taxpayers with AGI 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.oo, 

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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would not be any leakage of state revenue as Is the present situation under 

the PFD program. A major problem in any program of this nature would be in 

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.
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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), 
(j) 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.

(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

(i) There is 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 $30,000 

$30,000 or more
3.27. of taxable Income 

$960 plus 5.77. of the 

excess over $30,000

excess over $50,000

If the taxable income is: Then the tax is:

Over $31 but less than $40,000 

$40,000 or more
3.27. oF taxable income 

$1280 plus 5.7 of the 

excess over $40,000



(j) There Is 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

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

on f i d u c i a r i e s , 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 s o u r c e s . (DIFFERENCE BETWEEN THE TAX COMPUTED 

ON TOTAL TAXABLE INCOME FROM ALL SOURCES AND THE TAX C OM PUTED ON 

TAXABLE INCOME ATTRIBUTABLE TO SOURCES OUTSIDE THE STATE.)

(1) An individual shall determine the tax for purposes of this section 

by using the same filing status as reported on the federal return.

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

(a) 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.

(d) 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.



•Section 3. AS 43.20.031 Is amended by adding new subdivisions (j), (k) and 

(1) to read:

(j) The Income of an Individual and fiduciary Is gross Income as defined 

In Section 61 of the Internal Revenue Code, and Includes those Items 

specifically Included In and specifically excluded from gross Income 

under Subtitle A, Ch. IB, Parts II and III, 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 c os t- of -11v 1ng 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.

(k) 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)(1) 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. ’

(1) 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 AM OUNT IN THE RATIO THAT ADJUSTED GROSS 

INCOME FORM SOURCES IN THE STATE BEARS TO ADJUSTED GROSS INCOME FROM 
ALL SOURCES.)



•Section 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 Is the adjusted gross (TAXABLE) Income as determined 

under AS 43.20.031 Q ^ w h 1 c h _ a _ D o r t 1 o n  Is .attributable to sources in the 
state (WHEN ATTRIBUTABLE TO SOURCES IN THE STATE). Deductions are 

allowed against _the_Port1on 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.

•Section 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.1de-the.state, other.than the rendering of p u r e ly 

p ersonal services bv an Individual, the Income from sources In the 

state shall be_determ1ned as provided In AS 4 3 . 1 9 .

•Section 6. A new AS 43.20.062 1s added to read:

(a) A resident 1s allowed as a credit against the tax otherwise 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 section 1s limited to that

proportion of the tax computed 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.



(a) 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 r e g u l at i on . 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 3 1 . 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).

(b) Every employer making payments of wages or salaries earned 1n the 

state, regardless of the place where the payment Is made,

(1) 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

(c> 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).

(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.

(e) In this section the terms wages, employee and employer havo ih° 

meaning attributed to them under the Internal Revenue Code

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



‘Section 8. AS 43.20.340 Is 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.
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Summary

T h e  tax proposal described her e  (the W o r k i n g  Draft) is s i m p l e  to explain, 

s i m p l e  to administer, a n d  s imple for the taxpayer. T h e  structure o f  the W o r k i n g  

Draft is illustrated in Figure 1. Calculations b e g i n  w i t h  "Total Federal'Income," o n  

line 2 3  o f  the federal form. " A d j u s t m e n t s  T o  I n c o m e "  are limited to those essential 

for legality o r  fairness. D e d u c t i o n s  are eliminated entirely, a  decision sup p o r t e d  b y  

strong theoretical a n d  practical a r g u m e n t s .  D e s p i t e  a  p r o p o s e d  personal e x e m p t i o n  

o f  ̂ 3,000, the result is a m o n g  the broadest ba s e s  for a  state i n c o m e  tax. O t h e r  

things equal, the breadth of the tax b a s e  s h o u l d  a l l o w  A l a s k a  to h a v e  l o w e r  rates than 

m o s t  states, a  desirable characteristic f r o m  e c o n o m i c  a n d  policy standpoints.

Federal Total Income

T h e  a r g u m e n t s  in favor o f  u s i n g  federal total i n c o m e  as the starting point 

are simplicity ( e v e r y o n e  has to calculate it a n y h o w ) ,  a n d  a  settled legal 

u n d e r s t a n d i n g  o f  w h a t  total i n c o m e  m e a n s .  Federal total i n c o m e  h a s  b e e n  a stable 

concept, a n d  c h a n g e s  that h a v e  occu r r e d  h a v e  t e n d e d  to b r o a d e n  the tax base.

• S h o u l d  the administration’s pro p o s a l  a d o p t  federal total i n c o m e  as the 

starting point f o r  its individual i n c o m e  tax calculation, as the W o r k i n g  Draft doe s ?

Adjustments to Income

P erm an e n t.Fu n d P iy jd g n ds,

P e r m a n e n t  F u n d  D i v i d e n d s  ( P F D s )  are incl u d e d  hi federal total i n c o m e .  T h e  

W o r k i n g  D r a f t  p r o p o s e s  that P F D  i n c o m e  b e  treated just like a n y  other i n c o m e .

• S h o u l d  the P F D  should b e  treated the s a m e  as a n y  other i n c o m e  for state tax 

purposes?

Federal Cost-of-living A l l o w a n c e  ( ' C O L A ) .

A l a s k a  h a s  1 8 , 0 0 0  civilian federal e m p l o y e e s .  E a c h  receives a  2 2  percent 

cost o f  living a l l o w a n c e  that is n ot ta x e d  b y  the federal g o v e r n m e n t .  T h e  W o r k i n g  

Draft says the C O L A  should b e  part o f  the state tax base: to p r o v i d e  otherwise 

w o u l d  b e  unfair to the r e m a i n i n g  2 0 4 , 0 0 0  A l a s k a  w o r k e r s  w h o  m u s t  p a y  state tax o n  

their full i n c o m e .  T h i s  is consistent w i t h  Alaska's earlier i n c o m e  tax. T h e  federal 

C O L A  a d j u s t m e n t  a d d s  over $ 1 0 0  million to the state tax base.

• S h o u l d  C O L A  received b y  federal e m p l o y e e s  be taxed by the state?



T a x  E x e m p t  Interest.

T h e  W o r k i n g  Draft a d d s  all tax e x e m p t  interest, a n d  then deducts the interest 

o n  U.S. g o v e r n m e n t  obligations. T h e  effect is to tax everything except that w h i c h  

federal l a w  prohibits u s  f r o m  taxing. E c o n o m i s t s  generally believe that the s u b s i d y  

paid (in lost taxes) is a l w a y s  larger than the s u b s i d y  received b y  the tax e x e m p t  

b o r r o w e r s  (in l o w e r  interest costs). T h e  part o f  the s u b s i d y  not collected b y  

b o r r o w e r s  g o e s  to hig h  i n c o m e  taxpayers w h o  h o l d  e x e m p t  securities.

• S h o u l d  Alaska tax just the "exempt" interest f r o m  other states, tax n o n e  o f  

the "e x e m p t " interest, o r  (as p r o p o s e d  here) tax all " ex e m p t "  interest except that of 

the U S . ?

Alimony.
A l i m o n y  paid is adjusted out (as it is in line 2 9  o f  the federal f o r m )  to av o i d  

potential d o u b l e  taxation. A l i m o n y  is taxable i n c o m e  to those w h o  receive it.

Early W i t h d r a w a l  Penalties.

T h e s e  penalties are d e d u c t e d  f r o m  interest earnings, all o f  w h i c h  is already 

b e e n  included in i n c o m e .  W i t h o u t  a n  a d j u s t m e n t  folks will b e  taxed o n  f u n d s  they 

n e v e r  received. O f  course, h a d  they not c h o s e n  to get the m o n e y  out early, they 

w o u l d  not h a v e  suffered the penalty.

• S h o u l d  the early w ithdrawal penalty adjustment r e m a i n  in the W o r k i n g  

Draft?

Federal A d j u s t m e n t s  N o t  I n c l u d e d .

T h e  1 9 8 6  federal f o r m  a llows a d j u s t m e n t s  for misce l l a n e o u s  items, s o m e  of  

w h i c h  g e n e r a t e d  m u c h  p o p u l a r  support in the recent federal tax debate. A  solid case 

c a n  b e  m a d e  for leaving m o s t  items off the f o r m ,  a n d  n o t  just for simplicity. 

Individual retirement a c c o u n t s  (IRAs), for e x a m p l e ,  are rarely p u r c h a s e d  b y  l o w  

or l o w e r - m i d d l e  i n c o m e  households, b u t  are a l m o s t  a l w a y s  p u r c h a s e d  b y  w e a l t h y  

households. E m p l o y e e  "business" e x p e n s e  is a n o t h e r  area that s e e m s  to invite petty 

chiseling. B y  1 9 8 8  it, a l o n g  w i t h  m o v i n g  expenses, will n o  longer b e  a  permitted 

federal adjustment.

• T h e  W o r k i n g  Draft m a k e s  n o  adjustments f o r  e m p l o y e e  m o v i n g  expense, 

e m p l o y e e  "business" expense, I R A  a n d  K e o g h  p l a n  deductions, or f o r  m a rried  

couples w h o  w o r k ;  is this a p p r o v e d ?

Personal Exemptions

T h e  W o r k i n g  Draft allows a  $ 3 , 0 0 0  personal e x e m p t i o n .  W i t h  the 

e x e m p t i o n  a  family o f  four p a y s  n o  tax o n  the first $ 1 2 , 0 0 0  o f  annual i n c o m e .  T h e  

e x e m p t i o n  r e d u c e s  the tax base b y  a l m o s t  $1.5 billion. T h e  W o r k i n g  G r o u p  

nevertheless included it to provide progressivnoss within the l o w e r  i n c o m e  range, 

a n d  to assure those w i t h  d e p e n d e n t s  face l o w e r  effective rates than those otherwise 

identically situated but w i t hout dependents. If there w e r e  n o  e x e m p t i o n ,  a p e r s o n
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m a x i n g  a o , u u u  p e r  yea r  w o u l d  p a y  tne p e r c e n t a g e  tax rate as s o m e o n e  earning 

$ 2 5 , 0 0 0 .  If deductions w e r e  allowed, the s a m e  l o w e r  i n c o m e  taxpayer w o u l d  likely 

p a y  a  higher effective percentage rate. F i g u r e  4  s h o w s  the a v e r a g e  effective tax 

rates in a  t w o  bracket tax system, w i t h  a n d  w i t h o u t  the personal e x e m p t i o n .

T h e  personal e x e m p t i o n  p r o p o s e d  in the W o r k i n g  Draft runs against the 

desire that " e v e r y o n e  w i t h  i n c o m e  s h o u l d  p a y  s o m e  taxes." W i t h o u t  a  personal 

e x e m p t i o n ,  h o w e v e r ,  the costs o f  collecting the tax (including H . R .  B l o c k  fees, 

t a x p a y e r  t i m e  a n d  taxpayer aggravation) will e x c e e d  the a m o u n t  collected for m a n y  

taxpayers. If the social principle ( " e v e r y o n e  w i t h  i n c o m e  s h o u l d  pay") overrides 

cost considerations, the W o r k i n g  G r o u p  suggests a n  additional bracket b e  a d d e d  at 

the l o w  e n d  to provide a  lighter tax b u r d e n  o n  those w i t h  i n c o m e s  b e l o w  $ 1 0 , 0 0 0  

(couples w i t h  i n c o m e  b e l o w  $20,000).

• Is the $3,000 personal exemption a p p r o v e d ?  If not, is the addition o f  a  third 

bracket a p p r o v e d  f o r  the l o w  e n d  o f  the i n c o m e  scale?

Deductions

O n  the subject o f  deductions the W o r k i n g  Draft is simple: there are none, 

either itemized or "standard." It is this a b s e n c e  o f  deductions that provides the 

m a j o r  simplification in the W o r k i n g  Draft. ( T h e  W o r k i n g  Draft still allows 

business deductions to b e  subtracted f r o m  f r o m  non-incorporated business inco m e . )

E a c h  traditional d e d u c t i o n  h a s  its adherents. U s u a l l y  they are a m o n g  the well 

to d o  for it is they w h o  benefit disproportionately f r o m  deductions. T h e  b ig items 

are c o v e r e d  b e l o w  in d e s c e n d i n g  o r d e r  o f  dollar importance. A l l o w i n g  e v e n  a  

fiscally insignificant dedu c t i o n  m i g h t  o p e n  the d o o r  for others.

M o r t g a g e  a n d  O t h e r  Interest.

T h i s  is surely the biggie: the De p t ,  o f  R e v e n u e  estimates that A l a s k a  taxable 

i n c o m e  in 1 9 8 8  w o u l d  b e  r e d u c e d  b y  at least $ 6 5 0  million if this d e d u c t i o n  w e r e  

allowed. A l m o s t  $ 6 0 0  million o f  this is e x p e c t e d  to b e  m o r t g a g e  interest. T h e  

d e d u c t i o n  is a  subsidy to those w h o  b o r r o w  m o n e y ,  especially those w h o  b o r r o w  to 

b u y  a  h o m e  (or h o m e s ) .  T h e  subsidy is at the e x p e n s e  o f  those w h o  rent, a n d  all 

others w h o  for o n e  r e a s o n  or another are not p a y i n g  m o r t g a g e  interest. C o u p l e d  

w i t h  the inclusion o f  interest received in i n c o m e ,  the d e duction serves as a  

disincentive to s a v ing.The subsidy is m o s t  important to those wi t h  h i g h  i n c o m e s .  

Figure 5  s h o w s  that the interest d e d u c t i o n  r e d u c e s  taxable i n c o m e s  o f  persons in the 

$ 5 0 - 6 0 , 0 0 0  bracket b y  11.4 percent. T h o s e  in the $ 1 0 - 2 0 , 0 0 0  bracket o n l y  get 

h e l p e d  to the tune o f  3.2 percent. O n  the other h a n d ,  the federal g o v e r n m e n t  a n d  

m o s t  states w i t h  i n c o m e  taxes continue to al l o w  this popular deduction.

• Is the administration comfortable with the elimination o f  the interest 

deduction f r o m  its tax proposal?

Property T a x e s .

T h e  ded u c t i o n  for property taxes w o u l d  r e d u c e  e x p e c t e d  1 9 8 8  taxable 

i n c o m e  in A l a s k a  b y  m o r e  than $ 1 0 0  m i l l i o n , a n d  cut tax reve n u e s  b y  r o u g h l y  $ 7
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iuuiiuu. i o  uiuivc m a t  uiuuaui, taxes oi tnose w n o  a o  not o w n  property w o u l d  

h a v e  to b e  increased. T h e  d e d u c t i o n  o f  property taxes p r e d o m i n a t e l y  helps h i g h  

i n c o m e  taxpayers. B e c a u s e  the d e d u c t i o n  a l l o w s  local g o v e r n m e n t s  to "export" part 

o f  their taxes to the state level, elimination is likely to b e  o p p o s e d  b y  m u n i c i p a l  

officials. It will certainly b e  o p p o s e d  b y  real estate interests, w h o  will note that the 

W o r k i n g  Draft run s  c o u n t e r  to the federal a p p r o a c h  a n d  the a p p r o a c h  o f  m o s t  other 

states w i t h  a n  i n c o m e  tax. T h e  W o r k i n g  G r o u p  supports leaving it out.

• D o  property tax deductions r e m a i n  out o f  the W o r k i n g  Draft?

M i s c e l l a n e o u s  D e d u c t i o n s .

T h i s  politically potent potpourri includes: u n i o n  a n d  professional d u e s  a n d  

other e m p l o y e e  e x penses; certain legal, a c c o u n t i n g  a n d  other professional fees; 

certain a d o p t i o n  costs; s o m e  appraisals; a n d  finally, non-business tax preparation 

fees. T h e s e  deductions w o u l d  likely cost the A l a s k a  tax bas e  o v e r  $ 1 0 0  million. T h i s  

is a  particularly difficult audit area, a n d  o n e  that s e e m s  to invite a  certain a m o u n t  

chiseling.

• D o  miscellaneous deductions r e m a i n  out o f  the W o r k i n g  Draft?

M e d i c a l  D e d u c t i o n s .

Fe d eral l a w  a llows m e d i c a l  d e d u c t i o n s  if they e x c e e d  7.5 percent o f  adjusted 

gross i n c o m e .  F e w  p e o p l e  h a v e  d e d u c t i o n s  this large, a n d  thus the erosion o f  the tax 

b a s e  is not large -  o n l y  a n  expected $ 2 0  million in A l a s k a  in 1988. S o m e  h a y e  

a r g u e d  that the d e d u c t i o n  h a s  e n c o u r a g e d  the well-to-do to incur large 

"discretionary" m e d i c a l  e x p e n s e s  ( s u c h  as m a j o r  c o s m e t i c  teeth straightening). T h e  

estimates f r o m  D O R  suggest, h o w e v e r ,  that the dedu c t i o n  w o u l d  b e  b r o a d l y  

distributed a m o n g  i n c o m e  groups. F i g u r e  6  s h o w s  this, t h o u g h  it d o e s  n o t  s h o w  the 

fact that 1 5  percent o f  deductions are t a k e n  b y  the 1 percent o f  filers w h o  s h o w  

losses in adjusted gross i n c o m e .

• D o  medical deductions r e m a i n  out o f  the W o r k i n g  Draft?

Charitable C o n t ributions.

C h a r i t y  w o u l d  n ot b e  deductible. T h a t  includes churches. T h e r e  is little 

e v i d e n c e  that giving will b e  m u c h  affected at the m a r g i n a l  tax rates c o n t emplated, 

h o w e v e r .

° D o  charitable deductions r e m a i n  out of the W o r k i n g  Draft?

Casualty a n d  Theft L o s s e s .

N o n - b u s i n e s s  casualty losses f r o m  earthquakes, floods, car accidents, as well 

as losses f r o m  theft a n d  other vicissitudes w o u l d  not b e  deductible u n d e r  the 

W o r k i n g  Draft.

• D o  casualty a n d  theft loss deductions rema i n  out o f  the W o r k i n g  Draft?

5
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Tax Rates and Brackets

T h e  W o r k i n g  Draft w o u l d  establish a  t w o  bracket tax w i t h  rates o f  3.1 

percent a n d  5.5 percent. T h e  b r e a k  b e t w e e n  brackets, figured after subtracting the 

personal e x e m p t i o n ,  falls at $ 2 5 , 0 0 0  for single filers a n d  at $ 5 0 , 0 0 0  for joint filers. 

Figure 7  s h o w s  the actual estimated effective tax rates for single a n d  joint filing 

taxpayers. T h e  relationship o f  the ra tes in the t w o  brackets w a s  c h o s e n  s o m e w h a t  

arbitrarily, so the progressiveness "tilt" s h o u l d  b e  reviewed. W i t h  this ratio b e t w e e n  

the h i g h e r  a n d  l o w e r  brackets ( 3 . 1 % / 5 . 5 % ) ,  the tax will b e  slightly less progressive 

than the n e w  federal system.

• A r e  the tax rates a n d  bracket breakpoints in the W o r k i n g  Draft a p p r o v e d ?

Indexing for M a tion  and Deflation

T h e  W o r k i n g  Draft d o e s  n ot yet provide for indexing (adjusting) the 

personal e x e m p t i o n  a n d  the b r a c k e t  breakpoint for inflation o r  deflation. F o r  

e x a m p l e ,  if there w a s  10 percent inflation during a  year, in the f ollowing y e a r  the 

$ 3 , 0 0 0  personal e x e m p t i o n  w o u l d  automaticall) increase to $ 3 , 3 0 0  u n d e r  a n  

i n d e x i n g  a r r a n g e m e n t ,  a n d  the $ 2 5 , 0 0 0  bracket breakpoint w o u l d  increas to 

$27,500. If i n d e x i n g  is not provided, the yield of the tax will tend to increase d uring  

times o f  inflation, a n d  decrease in t i m e s  o f  deflation. T h i s  is called "bracket creep."

• S h o u l d  indexing for inflation a n d  deflation be a d d e d ?

Combined PFD and Tax Forms

M a i l i n g  costs are e x p e c t e d  to b e  r e d u c e d  b y  3 0  percent f r o m  c o m b i n i n g  the 

P F D  a n d  tax forms. Additional benefits m a y  result f r o m  better c o m p l i a n c e ;  if a 

non-resident return is received f r o m  a  P F D  recipient, a s e c o n d  l o o k  w o u l d  likely b e  

warranted. A s  currently planned, the recipient w o u l d  b e  able to h a v e  the P F D  

applied to next year's tax liability b y  m a r k i n g  a b o x  o n  the form.

• A r e  c o m b i n e d  P F D  a n d  tax f o r m s  a pproved?

Non-resident and. Part-year Apportionment

T h e r e  are three possible w a y s  to apportion for those w h o  h a v e  i n c o m e  

attributable to other states. T h e  m e t h o d  that s e e m s  m o s t  appropriate m a y  not pass 

constitutional scrutiny, h o w e v e r .  T h e  issue is still u n d e r  legal review. T h e  w o r k i n g  

g r o u p  p r o p o s e s  u s e  o f  w h i c h e v e r  constitutionally appropriate m e t h o d  results in 

non-residents p a y i n g  the largest part o f  their share o f  A l a s k a  g o v e r n m e n t  costs. T h e  

decision will b e  briefed w h e n  a draft bill is presented for the governor's approval.
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EXECUTIVE SUMMARY

The p u r p o s e  o f  t h i s  s t u d y  was t o  d e v e l o p  a model  a l l o w i n g  us t o  e v a l u a t e  
t h e  re v e n u e  p o t e n t i a l  and b u r d e n  o f  I n d i v i d u a l  Income t a x  p r o p o s a l s  p r e s e n t e d  
by L e g i s l a t i v e  and E x e c u t i v e  p o l i c y  m a k e r s .  We have  p r e s e n t e d  t h r e e  
a l t e r n a t i v e  s t r u c t u r e s  h e r e  p r i m a r i l y  f o r  I l l u s t r a t i v e  p u r p o s e s ,  and 1n no way 
w i s h  t o  s u g g e s t  t h e s e  a r e  p r o p o s a l s  o f  t h i s  D e p a r t m e n t  o r  s e c t i o n .  The v a l u e  
o f  t h e s e  a l t e r n a t i v e s  1s c o m p a r a t i v e .  I l l u s t r a t i n g  th e  way d i f f e r e n t  
s t r u c t u r a l  e l e m e n t s  1n a t a x  can be a l t e r e d  t o  o b t a i n  v a r i o u s  r e s u l t s ,  and t o  
show w h a t  s c o p e  o f  I n f o r m a t i o n  1 t  i s  p o s s i b l e  t o  g e n e r a t e  1n r e s p o n s e  t o  a 
p r o p o s a l .  We have  e v a l u a t e d  t h e  a d v a n t a g e s  and d i s a d v a n t a g e s ,  as w e l l  as 
p r e l i m i n a r y  e s t i m a t e s  o f  f i s c a l  I m p a c t ,  f o r  each  o f  o u r  t h r e e  I l l u s t r a t i v e  
I n d i v i d u a l  Income t a x  a l t e r n a t i v e s  1n o r d e r  t o  s u g g e s t  w h a t  k i n d s  o f  q u e s t i o n s  
c o u l d  be a s k e d  a b o u t  v a r i o u s  p r o p o s a l s .

I t  s h o u l d  be n o te d  a t  t h e  o u t s e t ,  t h a t  1 t  w i l l  be p r a c t i c a l l y  I m p o s s i b l e  
t o  r e p l a c e  p e t r o l e u m  r e v e n u e s  w i t h  t a x e s  on I n d i v i d u a l s  o r  o t h e r  I n d u s t r i a l  
s e c t o r s  g i v e n  t h e  p r e s e n t  s t r u c t u r e  o f  t h e  A l a s k a n  economy.  I n  f i s c a l  y e a r  
1984 t h e  g r o s s  w e l l h e a d  v a l u e  o f  N o r t h  S lo p e  o i l  p r o d u c t i o n  was a p p r o x i m a t e l y  
$ 1 0 . 6  b 1 111 o n ( 2 ) w h i l e  t h e  e s t i m a t e d  g r o s s  p r o d u c t i o n  o f  a l l  o t h e r  
n o n g o v e r n m e n t a l  I n d u s t r i a l  s e c t o r s  was o n l y  $ 8 . 7  b i l l i o n  and t o t a l  d i s p o s a b l e  
p e r s o n a l  in c o m e  was $ 6 . 8  b i l l i o n .  I n  a d d i t i o n ,  o i l  p r o d u c t i o n  has been a h i g h  
p r o f i t  s e c t o r  and t h u s  s u p p o r t e d  much h i g h e r  . l e v e l s  o f  t a x a t i o n  t h a n  o t h e r  
more m a r g i n a l  I n d u s t r i a l  s e c t o r s .  A l s o ,  many o t h e r  I n d u s t r i e s  a r e  c u r r e n t l y  
s u p p o r t e d ,  d i r e c t l y  and I n d i r e c t l y  t h r o u g h  s t a t e  g o v e r n m e n t ,  s p e n d i n g  o f  o i l  
r e v e n u e s .

I n  a s t u d y  o f  t h e  t a x  c a p a c i t y  o f  t h e  50 s t a t e s ,  t h e  A d v i s o r y  Com miss ion  
on I n t e r g o v e r n m e n t a l  R e l a t i o n s  c o n c l u d e s  t h a t  A l a s k a  has a r e l a t i v e l y  l o w  t a x  
e f f o r t  I n d e x  ( h i g h  a d d i t i o n a l  t a x  c a p a c i t y )  f o r  t h r e e  t a x  t y p e s ,  p e r s o n a l  
Income t a x ,  g e n e r a l  s a l e s  t a x ,  and e s t a t e  and g i f t  t a x .

Tax

S t a t e - L o c a l  Tax 
C o l l e c t i o n s  as % 
o f  U .S .  T o t a l

A l a s k a  E f f o r t  
I n d e x  1982

G e n e r a l  S a l e s  
S e l e c t e d  S a l e s  
L i c e n s e  Taxes  
I n d i v i d u a l  Income 
C o r p o r a t e  Income 
P r o p e r t y  
E s t a t e  and G i f t  
S e v e r a n c e

23.5% 
11-7% 

3 . 5  */. 
19.7*/. 

5.6% 
31.8% 

.9% 
3 . 4%

29.1
102.0
118.0

.7

95.0

105.0

22.9

278.8



I t  s h o u l d  be n o te d  t h a t  t h e  t h r e e  t a x  a l t e r n a t i v e s  exam ined  a r e  re v e n u e
n e u t r a l  1n n a t u r e  f o r  t h e  f i r s t  y e a r  o n l y  ( 1 9 8 8 ) ,  1 .  e .  t h e y  w e re  d e s i g n e d  t o  
g e n e r a t e  a p p r o x i m a t e l y  t h e  same amount  o f  r e v e n u e .  F o r  each s u c c e e d i n g  y e a r ,  
t h e y  a r e  n o t  n e c e s s a r i l y  re v e n u e  n e u t r a l .  What  1s I m p o r t a n t  1s t o  f o c u s  on 
d i f f e r e n c e s  1n I n c l u s i o n s ,  e x c l u s i o n s ,  d e d u c t i o n s ,  and e x e m p t io n s  as t h e y  
a f f e c t  d i f f e r i n g  Income g r o u p s .  . ,«

The f i g u r e  b e lo w  compares t h e  p r o g r e s s i v i t y  o f  t h e  e f f e c t i v e  t a x  r a t e s  o f
t h e  t h r e e  t a x  a l t e r n a t i v e s .  The l o w e s t  l i n e  1s t h e  m os t  p r o g r e s s i v e ,  w h i l e
t h e  s t r a i g h t  l i n e  I n d i c a t e s  wha l '  a s t r i c t l y  p r o p o r t i o n a l  t a x  w i t h  no
e x e m p t io n s  w o u ld  l o o k  l i k e .  A r e g r e s s i v e  t a x  s t r u c t u r e  w o u ld  H e  above th e  
p r o p o r t i o n a l  l i n e  o v e r  a t  l e a s t  some a r e a .  The m o s t  p r o g r e s s i v e  a l t e r n a t i v e  
examined h e r e  1s t h e  p r o g r e s s i v e  r a t e  •• a l t e r n a t i v e  ( o n e ) ,  and t h e  l e a s t  
p r o g r e s s i v e  1s t h e  f l a t  r a t e  a l t e r n a t i v e  ( t h r e e ) .

P R O G R E S S I V I T Y  M E A S U R E S

CUMULATIVE *  OF AGI 
Q AGI + ALT I o ALT2 A ALTS

A l t e r n a t i v e  1 :  Re1mpos1t1on o f  o l d  A l a s k a  t a x  r a t e s  t o  new F e d e r a l  t a x a b l e
Incom e.

A l t e r n a t i v e  2 :  A d o p t i o n  o f  two b r a c k e t s  and r a t e s  a p p l i e d  t o  new F e d e r a l
t a x a b l e  Incom e.

A l t e r n a t i v e  3 :  F l a t  r a t e  t a x  a p p l i e d  t o  new F e d e r a l  a d j u s t e d  g r o s s  Income
w i t h  h i g h  p e r s o n a l  e x e m p t i o n .

On t h e  page f o l l o w i n g ,  we p r e s e n t  a t a b l e  t h a t  compares t h e  t h r e e  
a l t e r n a t i v e s  we l o o k e d  a t  f o r  t h e  y e a r  1988 ,  s h o w in g  th e  e f f e c t i v e  t a x  r a t e s  
f o r  each Income g ro u p  and each a l t e r n a t i v e .  The t a b l e  a l s o  r e v e a l s  t h e  a c t u a l  
p e r c e n t a g e  p a i d  by Income g r o u p s  as a r e s u l t  o f  t h e  t r a n s f e r  f r o m  t h e  F e d e r a l  
t o  t h e  S t a t e  p o c k e t ,  1. e .  I t e m i z a t i o n  o f  d e d u c t i o n s  a l l o w s  t h e  t a x p a y e r  t o  
d e d u c t  s t a t e  Income t a x e s  f r o m  F e d e r a l  Income t a x e s ,  and t h e r e b y  I n f u s e s  new 
money I n t o  t h e  S t a t e ' s  economy by t r a n s f e r r i n g  f u n d s  t h a t  w o u ld  have  gone t o  
t h e  r e d e r a .  g o v e r n m e n t  t o  t h e  S t a t e  g o v e r n m e n t .
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INTRODUCTION AND PURPOSE OF STUDY

C u r r e n t  re v e n u e  p r o j e c t i o n s  f o r  f i s c a l  y e a r s  1988 t h r o u g h  1992 
I n d i c a t e  t h a t  re v e n u e s  g e n e r a t e d  by p e t r o l e u m  r e l a t e d  a c t i v i t i e s  (011 and 
Gas C o r p o r a t e  Ne t  Income T a x ,  011 and Gas P r o p e r t y  T a x ,  011 and Gas 
S ev e ra n c e  Tax and 011 and Gas R o y a l t i e s )  w i l l  c o m p r i s e  o v e r  8 1 . 5  p e r c e n t  
o f  t o t a l  u n r e s t r i c t e d  G e n e ra l  Fund Revenues f o r  t h e  p e r i o d .  T h e r e f o r e ,  
s t a t e  g o v e r n m e n t  1s p r e s e n t l y  v e r y  d e p e n d e n t  on t h e s e  s o u rc e s  o f  
r e v e n u e .  F i n d i n g  s o u r c e s  c f  a d d i t i o n a l  r e v e n u e  1s becom ing  I n c r e a s i n g l y  
I m p o r t a n t .

P rudhoe Bay o i l  p r o d u c t i o n  has a l r e a d y  p e a k e d .  T o t a l  A l a s k a n  
p r o d u c t i o n  1s c u r r e n t l y  p r o j e c t e d  t o  d e c l i n e  f r o m  o v e r  1 .8 4 8  m i l l i o n  b / d  
1n f i s c a l  y e a r  1986 t o  u n d e r  4 0 0 ,0 0 0  b / d  by f i s c a l  y e a r  2005.  T h i s  
r e p r e s e n t s  a compound a n n u a l  a v e r a g e  r a t e  o f  d e c l i n e  o f  7 . 9  
p e r c e n t . f 1) O t h e r  N o r t h  S l o p e  f i e l d s  w h i c h  a r e  c u r r e n t l y  p r o j e c t e d  t o  
b e g i n  p r o d u c i n g  w i l l  o n l y  p a r t i a l l y  o f f s e t  t h i s  d e c l i n e .  These 
p r o j e c t i o n s  a r e  based o n l y  on t h e  d e v e l o p m e n t  o f  p r e s e n t l y  known and 
e c o n o m i c a l l y  d e v e l o p a b l e  r e s e r v e s .  A d d i t i o n a l  d i s c o v e r i e s  may be made i n  
t h e  f u t u r e ,  b u t  t h e i r  d e v e l o p m e n t  as w e l l  as t h e  d e v e lo p m e n t  o f  some 
c u r r e n t l y  known b u t  h i g h  c o s t  r e s e r v e s  1s h i g h l y  d e p e n d e n t  on t h e  f u t u r e  
g r o w t h  o f  r e a l  o i l  p r i c e s .  I n  a d d i t i o n ,  t h e s e  f u t u r e  d i s c o v e r i e s  may be 
made on f e d e r a l  0CS- l a n d s  f r o m  w h i c h  t h e  s t a t e  w o u l d  r e c e i v e  l i t t l e  o r  no 
r e v e n u e s .  F u t u r e  p e t r o l e u m  r e v e n u e s  a r e  t h e r e f o r e  b o t h  e x h a u s t i b l e  and 
h i g h l y  u n c e r t a i n .

TABLE 1 FIGURE 1

PETROLEUM PRODUCTIONS PR O JEC TIO N S 
(Mi 11ion* ot b*rrml%/Dsyt PETROLEUM

F IS C A L
v£AR
|9B->
1901
1982
1982
1904
1905
1906
1907 
1980
1989
1990
1991
1992
1993
1994 
1993
1996
1997 
1990
19992000 2'JOl 
2>«* 2 
2 0 0 3  
1 0 0 4  
2 u u 3

TOTAL 
ALAS) AN

1.621 
1. 609 
1.696
1.714 
1.7m4
1.714 
1.040 
1.842 
1.735
1.607 
1.330 
1.499 
1.284 
1.207 
1.257 
1.237 
1.U9S 1. 102 
1. "20 
0.095 
0.773 
0.674 
0.593 
0.313 
0.450 
0.234

1 .9  -  

1.8 - 
1 .7  - 

1.6 
1 .5  

1 .4  • 

1 .3  • 

1.7. • 

1.1 •
1 • 

0 .9  - 

0.8 • 
0 .7  - 

0.6 ■ 
0 .5  - 

0 .4  - 

0 .3  • 

0.2 • 0.1 • 
0 -

PRODUCTION
(Total Alaskan)

P R O J E C T I O NS '

1 9 8 5  1 9 9 0  1 9 9 5

FISCAL YCARS S9| ACTUALS £3  PROJECTEO

200S



A l a s k a  N o r t h  S l o p e  o i l  p r i c e s ,  m e a n w h i l e ,  ha v e  
1981 o f  $ 3 3 . 6 7  p e r  b a r r e l  t o  a 1987 lo w  o f  $ 8 . 5 0  ( t h e  
be $ 12 .5 9  f o r  t h e  y e a r ) .  These  p r i c e s  have  become 
d i f f i c u l t  t o  p r e d i c t .  Even 1 f  p r o d u c t i o n  
o i l  p r i c e s  and r i s k i n e s s  o f  o i l  r e l a t e d  
s o u r c e  o f  r e v e n u e  f o r  t h i s  s t a t e .  To 
happened .

d rop ped  f r o m  a h i g h  1n 
-average 1s p r o j e c t e d  t o  
e x t r e m e l y  v o l a t i l e  and 

w a s n ' t  d e c l i n i n g ,  t h i s  v o l a t i l i t y  1n 
r e v e n u e s  c o u l d  u n d e rm in e  t h e  m a j o r  
a l a r g e  e x t e n t ,  t h i s  has a l r e a d y
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The p u r p o s e  of- t h i s  s t u d y  was . t o  d e v e l o p  a model  a l l o w i n g  us t o  e v a l u a t e  
t h e  re v e n u e  p o t e n t i a l  and b u r d e n  o f '  I n d i v i d u a l  in c om e  t a x  p r o p o s a l s  p r e s e n t e d  
by L e g i s l a t i v e  and E x e c u t i v e  p o l i c y  m a k e r s .  We have p r e s e n t e d  t h r e e  
a l t e r n a t i v e  s t r u c t u r e s  h e r e  p r i m a r i l y  f o r  I l l u s t r a t i v e  p u r p o s e s ,  and 1n no way 
w i s h  t o  s u g g e s t  t h e s e  a r e  p r o p o s a l s  o f  t h i s  D e p a r tm e n t  o r  s e c t i o n .  The v a l u e  
o f  t h e s e  a l t e r n a t i v e s  1s c o m p a r a t i v e ,  I l l u s t r a t i n g  t h e  way d i f f e r e n t  
s t r u c t u r a l  e l e m e n t s  1n a t a x  can  be a l t e r e d  t o  o b t a i n  v a r i o u s  r e s u l t s ,  and t o  
show w ha t  s c o p e  o f  I n f o r m a t i o n  1 t  1s p o s s i b l e  t o  g e n e r a t e  1n r e s p o n s e  1:o a 
p r o p o s a l .  We have e v a l u a t e d  t h e  a d v a n ta g e s  and d i s a d v a n t a g e s ,  as w e l l  as' 
p r e l i m i n a r y  e s t i m a t e s  o f  f i s c a l  I m p a c t ,  f o r  each o f  o u r  t h r e e  I l l u s t r a t i v e  
I n d i v i d u a l  Incom e t a x  a l t e r n a t i v e s  1n o r d e r  t o  s u g g e s t  w h a t  k i n d s  o f  q u e s t i o n s  
c o u l d  be a s k e d  a b o u t  v a r i o u s  p r o p o s a l s .

I t  s h o u l d  be n o t e d  a t  t h e  o u t s e t ,  t h a t  i t  w i l l  be p r a c t i c a l l y  i m p o s s i b l e  
t o  r e p l a c e  p e t r o l e u m  r e ve nue s  w i t h  t a x e s  on I n d i v i d u a l s  o r  o t h e r  i n d u s t r i a l  
s e c t o r s  g i v e n  t h e  p r e s e n t  s t r u c t u r e  o f  t h e  A l a s k a n  economy. I n  f i s c a l  y e a r  
1984 t h e  g r o s s  w e l l h e a d  v a l u e  o f  N o r t h  S l o p e  o i l  p r o d u c t i o n  was a p p r o x i m a t e l y  
$ 1 0 . 6  b 1 l l 1 onC2 ) w h i l e  t h e  e s t i m a t e d  g r o s s  p r o d u c t i o n  o f  a 11 o t h e r  
n o n g o v e r n m e n t a l  I n d u s t r i a l  s e c t o r s  was o n l y  $ 8 .7  b i l l i o n  and t o t a l  d i s p o s a b l e  
p e r s o n a l  Incom e was $ 6 . 8  b i l l i o n .  I n  a d d i t i o n ,  o i l  p r o d u c t i o n  has been a h i g h  
p r o f i t  s e c t o r  and t h u s  s u p p o r t e d  much h i g h e r  l e v e l s  o f  t a x a t i o n  th a n  o t h e r  
more m a r g i n a l  I n d u s t r i a l  s e c t o r s .  A l s o ,  many o t h e r  I n d u s t r i e s  a r e  c u r r e n t l y  
s u p p o r t e d ,  d i r e c t l y  and I n d i r e c t l y  t h r o u g h  s t a t e  g o v e r n m e n t  s p e n d i n g  o f  o i l  
r e v e n u e s .
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TAX CAPACITY AND TAX BURDEN ON ALASKANS

The as s e s s m e n t  o f  t h e  b u r d e n  o f  t a x a t i o n  1s a c o m p l i c a t e d  p r o b l e m .
S t a t u t e s  d e t e r m i n e  who 1s l e g a l l y  r e s p o n s i b l e  f o r  a t a x .  I n  c o n t r a s t  t h e
economic  I n c i d e n c e  o f  a t a x  1s t h e  change 1n t h e  d i s t r i b u t i o n  o f  p r i v a t e  r e a l
Income b r o u g h t  a b o u t  by a t a x .  D i f f e r e n t  t a x e s  can  be s h i f t e d  t c  d i f f e r i n g
e x t e n t s  f r o m  th e  p e r s o n  o r  b u s i n e s s  l e g a l l y  r e s p o n s i b l e  t o  o t h e r  i n d i v i d u a l s  
o r  b u s i n e s s e s .

In  l e s s  r i g o r o u s  t e r m s ,  c o n c e p t s  such as b u rde n  a r e  examined  by
r e s o r t i n g  t o  s t a t e - b y - s t a t e  c o m p a r i s o n s  o f  t a x e s  p a i d  u s u a l l y  on a p e r  c a p i t a  
b a s i s  o r  1n r e l a t i o n  t o  some measure  o f  r e v e n u e  c a p a c i t y .  Because measures
such  as p e r  c a p i t a  Income a r e  p o o r  measu res o f  r e v e n u e  c a p a c i t y ,  a l t e r n a t i v e  
c o n c e p t s  have  been d e v e l o p e d .  One such measu re  I n v o l v e s  t h e  c o n c e p t  o f  a 
r e p r e s e n t a t i v e  t a x  sys tem  ( R T S ) . ( 3 )

“ The RTS i s  d e s ig n e d  t o  a n s w e r  t h i s  q u e s t i o n :  w h a t  w o u ld  be t h e
t o t a l  r e v e n u e  o f  each o f  t h e  50 s t a t e s  i f  e v e r y  s t a t e  a p p l i e d
I d e n t i c a l  t a x  r a t e s  -  n a t i o n a l  a v e r a g e s  -  t o  each o f  26 commonly
used t a x  b ase s? "

Tax e f f o r t  1s a compan ion  c o n c e p t  t h a t  I n d i c a t e s  t h e  o v e r a l l  t a x  bu rde n
p l a c e d  on t h e  base as d e f i n e d  by  t h e  t a x  c a p a c i t y  c o n c e p t .  A t a x  e f f o r t  I n d e x
i s  c r e a t e d  by d i v i d i n g  t h e  s t a t e ' s  a c t u a l  t a x  c o l l e c t i o n s  by I t s  e s t i m a t e d  t a x  
c a p a c i t y  and m u l t i p l y i n g  by 100.

“ The r e s u l t  may be I n t e r p r e t e d  as a measure o f  how much a s t a t e  
chooses  t o  e x p l o i t  a l l  i t s  p o t e n t i a l  t a x  bases r e l a t i v e  t o  o t h e r  
s t a t e s .  I f  a s t a t e  has a t a x  e f f o r t  b e n e a th  t h e  n a t i o n a l  norm,
1 t  w i l l  have an e f f o r t  I n d e x  u n d e r  100.  C o n v e r s e l y ,  1 f  a s t a t e  
has a t a x  e f f o r t  1n ex c e s s  o f  t h e  n a t i o n a l  a v e r a g e ,  1 t  w i l l  have
an e f f o r t  I n d e x  o v e r  1 0 0 . "

The m o s t  c u r r e n t  e s t i m a t e s  o f  t h e s e  r a t i o s  1s 1n an A d v i s o r y  Commiss ion  
on I n t e r g o v e r n m e n t a l  R e l a t i o n s  p u b l i c a t i o n  Tax C a p a c i t y  o f  t h e  50 S t a t e s.  
Dated Hay 1985 ,  t h e  book 1s based  on t a x  d a t a  f o r  1982. W h i l e  a g e d ,  t h e  
numbers a r e  I n d i c a t i v e  o f  A l a s k a ' s  s t a t e  and l o c a l  t a x  bu rde n  r e l a t i v e  t o  
o t h e r  s t a t e s . ( 4 )

I n d e x e s  o f  t h i s  s o r t  can  o f t e n  h i d e  s u b t l e t i e s .  1n t h e  u n d e r l y i n g  
r e l a t i o n s h i p s .  Fo r  I n s t a n c e  t h e  e f f o r t  v a r i a b l e s  a r e  d e v e lo p e d  u s i n g  p e r  
c a p i t a  m easures  w h ic h  h i d e  th e  f a c t  t h a t  a s u b s t a n t i a l  p o r t i o n  o f  t h e  t a x  may 
be p a i d  by o u t - o f - s t a t e  v i s i t o r s  o r  s e a s o n a l  w o r k e r s .  A l a s k a ,  f o r  i n s t a n c e ,  
shows a h i g h  e f f o r t  f o r  h u n t i n g  and f i s h i n g  l i c e n s e s .  A l t h o u g h  c a r e  has t o  be 
e x e r c i s e d  1n t h e i r  I n t e r p r e t a t i o n ,  t h e  f i g u r e s  I n d i c a t e  t h a t  A l a s k a  r e s i d e n t s  
a r e  ta x e d  a t  r e l a t i v e l y  low  l e v e l s  cn Income and s a l e s  when compared t o  
r e s i d e n t s  o f  o t h e r  s t a t e s .



O v e r a l l  A l a s k a  shows a h i g h  t a x  e f f o r t  be ca us e  o f  o u r  r e s o u r c e  based 
t a x e s .  H o w e v e r ,  e f f o r t  m easu res  a r e  c o n s i d e r a b l y  b e lo w  n a t i o n a l  norms f o r  
s e v e r a l  m a j o r  t a x e s  commonly f o u n d  1n o t h e r  s t a t e s .  Column two b e lo w  shows 
t h e  r e l a t i v e  I m p o r t a n c e  o f  m a j o r  t a x e s  and co lum n t h r e e  shows A l a s k a ' s  e f f o r t  
I n d e x  f o r  t h e s e  t a x e s .

Tax

S t a t e - L o c a l  Tax 
C o l l e c t i o n s  as % 
o f  U .S .  T o t a l

A l a s k a  E f f o r t  
I n d e x  1982

G e n e ra l  S a l e s  
S e l e c t e d  S a l e s  
L i c e n s e  Taxes 
I n d i v i d u a l  Income 
C o r p o r a t e  Income 
P r o p e r t y  
E s t a t e  and G i f t  
S e v e r a n c e

2 3 . 5 %

11.7%
3.5%

19.7%
5.6%

31.8%
.9%

3.4%

9 5 . 0
105.0

22 . 9
278 . 8

29.1
102.0
118.0

.7



GENERAL STRUCTURE OF INOIVIOUAL INCOME TAXES

I n d i v i d u a l  Income t a x e s  a r e  based on Income a t  I t s  s o u r c e  1n c o n t r a s t  to  
o t h e r  t a x e s ,  such  as s a l e s ,  e x c i s e  t a x e s  and d u t i e s  w h i c h  t a x  Income 1n I t s  
u se .  The b a s i c  e le m e n ts  o f  a ny  t a x  s t r u c t u r e  a p p l y  to  t h e  I n d i v i d u a l  Income 
t a x .  These a r e  t a x  base ,  r a t e ( s )  and c r e d i t s  a g a i n s t  t a x  owed.

Tax Base

Tax ba s e  I s  c h a r a c t e r i z e d  by w h a t  1s I n c l u d e d ,  e x c l u d e d ,  and d e d u c t i b l e  
f r o m  Incom e.  I t  1s a l s o  a f f e c t e d  by t h e  p r e s e n c e  and s i z e  o f  p e r s o n a l  
e x e m p t i o n s ,  and w h e t h e r  t h e s e  e x e m p t i o n s  a p p l y  t o  t h e  t a x p a y e r  o n l y ,  o r  a l s o  
t o  d e p e n d e n ts  o r  t o  s p e c i a l  d e b i l i t a t i n g  c o n d i t i o n s ,  such  as b l i n d n e s s  o r  
e l d e r l i n e s s .

Tax Rates

Tax r a t e s  a r e  a p p l i e d  t o  t h e  t a x  b a s e .  They can  be s e p a r a t e d  I n t o  r a t e  
g ro u p s  f o r  q u a l i f y i n g  t a x p a y e r s ,  such  as m a r i t a l  s t a t u s  o r  h o u s e h o ld  t y p e  
( 1 .  e .  m a r r i e d  f i l i n g  j o i n t l y ,  m a r r i e d  f i l i n g  s e p a r a t e l y ,  s i n g l e ,  s l r i g ’ e head 
o f  h o u s e h o ld  o r  w i d o w e r ) .  R a te s  can a l s o  be s t r a t i f i e d  by Income g r o u p s  so 
t h a t  t a x p a y e r s  w i t h  d i f f e r e n t  Incomes  pay d i f f e r e n t  r a t e s .

Tax C r e d i t s

Tax c r e d i t s  a g a l n s l  t a x  owed a r e  d e d u c te d  a f t e r  t h e  r a t e  1s a p p l i e d  to  
t h e  t a x  b a s e .  Tax c r e d i t s  a r e  a v a i l a b l e  f o r  s p e c i a l  e x p e n d i t u r e s  and 
g e n e r a l l y  a r e  e f f e c t i v e  1n e n c o u r a g i n g  t h o s e  e x p e n d i t u r e s .  Examples o f  eonrnon 
I n d i v i d u a l  Incom e t a x  c r e d i t s  a r e  f o r  c h i l d  c a r e  e x p e n s e s ,  e n e r g y  c o n s e r v a t i o n  
I n v e s t m e n t s ,  o r  p o l i t i c a l  c o n t r i b u t i o n s .

Tax c r e d i t s  have much more I m p a c t  1n e r o d i n g  t a x  base th a n  t a x  
e x c l u s i o n s  o r  d e d u c t i o n s  d o ,  as t h e  f o l l o w i n g  ex a m p le  I l l u s t r a t e s .

I n  t h e  f i r s t  exam p le  b e l o w ,  an e x c l u s i o n  o r  d e d u c t i o n  w o u ld  have  t o  be 
w o r t h  $ 2 ,5 0 0  i n  o r d e r  t o  r e d u c e  t h e  t a x  t o  $ 1 , 1 0 0  t h a t  t h e  $100 t a x  c r e d i t  
p r o d u c e d .  A t  a f o u r  p e r c e n t  t a x  r a t e ,  t h e  $100 e x c l u s i o n  o r  d e d u c t i o n  
e f f e c t i v e l y  re d u c e d  t h e  t a x  ba se  by $100 ,  o r  0 .3 3 % ;  w h i l e  t h e  $100 c r e d i t  
r edu ce d  t h e  t a x  base by $ 2 ,5 0 0 ,  o r  8 .33%.

The h i g h e r  t h e  t a x  r a t e ,  t h e  g r e a t e r  1s t h e  v a l u e  t o  t h e  t a x p a y e r  o f  a l l  
t a x  base r e d u c t i o n s  even t h o u g h  t h e  a b s o l u t e  v a l u e  o f  t h e  t a x  c r e d i t  i s  th e  
same, $100.  I n  t h e  second e x a m p le ,  t h e  e i g h t  p e r c e n t  t a x  r a t e  has I n c r e a s e d  
t h e  v a l u e  o f  t h e  $100 t a x  base r e d u c t i o n  t o  $8 d o l l a r s  and t h e  c r e d i t  r e m a in s  
$100.  An e x c l u s i o n  o r  d e d u c t i o n  w o u ld  have t o  be w o r t h  o n l y  $ 1 ,2 5 0  1n o r d e r  
t o  re duce  t h e  t a x  t o  $ 2 ,3 0 0  t h a t  t h e  $100 t a x  c r e d i t  p ro d u c e d  1n t h e  second 
exam p le .



TABLE 4 
EXAMPLES OF TAX CREDITS 

VERSUS 
TAX DEDUCTIONS

$100 $100 $100
EXCLUSION DEDUCTION CREDIT

INCOME $ 3 0 ,0 0 0 $ 3 0 ,0 0 0 $ 3 0 ,0 0 0
EXCLUSIONS $ 100 $ o $ o
AOJ GROSS

INCOME $ 2 9 ,9 0 0 $ 3 0 ,0 0 0 $ 3 0 ,0 0 0
DEDUCTIONS $ o $ 100 $ o
TAXABLE

INCOME $ 2 9 ,9 0 0 $ 2 9 ,9 0 0 $ 3 0 ,0 0 0

IF TAX RATE 4% 4% 4%
TAX $ 1 , 1 9 6 $ 1 ,1 9 6 $ 1 ,2 0 0
CREDIT $ o $ o $ 100
FINAL TAX $ 1 , 1 9 6 $ 1 ,1 9 6 $ 1 ,1 0 0
TAX REDUCTION $ 4 $ 4 $ 100

IF  TAX RATE 8*/. 8*/. 8%
TAX $ 2 , 3 9 2 $ 2 , 3 9 2 $ 2,400 .
CREDIT $ 0 $ 0 $ 100
FINAL TAX $ 2 , 3 9 2 $ 2 ,3 9 2 $ 2 , 3 0 0
TAX REDUCTION $ 8 $ 8 $ 100

The F e d e r a l  Tax S t r u c t u r e  and I t s  E f f e c t  on S t a t e  Tax P o l i cy  /

The P r i c e  W a te rh o u s e  G u id e  t o  t h e  New Tax L a v / p o i n t s  out: 
s e v e r a l  o f  t h e  m a j o r  o b j e c t i v e s  o f  t h e  Tax R e fo rm  A c t  o f  1986:

1.  "T hose  w i t h  s i m i l a r  Incomes  s h o u l d  pay e s s e n t i a l l y  t h e  same 
am oun t  o f  t a x e s .  T h i s  I n j e c t s  an e l e m e n t  o f  f a i r n e s s  I n t o  t h e  
s y s te m  t h a t  has been a b s e n t  f r o m  p r i o r  t a x  l a w s .  A t  t h e  same 
t i m e ,  t h e  new law  r e f l e c t s  a s h a r p  d e p a r t u r e  f r o m  t h e  r e c e n t  
t r e n d  t o w a r d  a t t e m p t i n g  t o  c u r e  a w i d e  v a r i e t y  o f  s o c i a l  and 
e c o n o m ic  p r o b le m s  t h r o u g h  t a x  I n c e n t i v e s ,  o r  pe rha ps  more 
a c c u r a t e l y  t a x  s u b s i d i e s . " ( 6 )

2 .  " A n o t h e r  o b j e c t i v e  was t h a t  t h e  l a w  be as u n d e r s t a n d a b l e  and as 
s t r a i g h t f o r w a r d  as p o s s i b l e ,  t o  a v o i d  m a n i p u l a t i o n  o f  s t a t u t o r y  
c o m p l e x i t i e s  t h a t  w o r k  t o  t h e  a d v a n t a g e  o f  t h e  s o p h i s t i c a t e d  and 
t h e  d i s a d v a n t a g e  o f  t h e  f i n a n c i a l l y  n a i v e . " ( 7 )

W h i l e  t h e s e  o b j e c t i v e s  ha ve  n o t  been f u l l y  r e a l i z e d  by t h e  new F e d e r a l  
l a w ,  any movemenL t o w a r d  r e a l i z a t i o n  1s l a u d a b l e .  T y i n g  s t a t e  law  Lo t h e  new 
f e d e r a l  l a w ,  1n a d d i t i o n  t o  s i m p l i f y i n g  r e t u r n  p r e p a r a t i o n  f o r  A l a s k a  
t a x p a y e r s ,  w o u l d  I m p l i c i t l y  s i g n a l  t h e  a d o p t i o n  o f  s i m i l a r  p r i n c i p l e s .



One o b v i o u s  d i s a d v a n t a g e  t o  t h e  " p i g g y b a c k "  a r r a n g e m e n t  i s  t h a t  changes 
i n  t h e  F e d e r a l  l a w  s i g n i f i c a n t l y  a l t e r  t h e  s t a t e  t a x  base and s t a t e  re v e n u e s  
w i t h o u t  a p o l i c y  change  by A l a s k a .  T h i s  i s  o f  p a r t i c u l a r  c o n c e r n  g i v e n  t h a t  
l a r g e  F e d e r a l  d e f i c i t s  a r e  a l r e a d y  l e a d i n g  some i n  Congress  t o  s u g g e s t  
m o d i f i c a t i o n s  t o  t h e  new t a x  c o d e .  The a d v a n t a g e s  o f  p i g g y b a c k i n g  a r e  
p r i m a r i l y  a d m i n i s t r a t i v e  and r e l a t e  t o  a u d i t ,  c o m p l i a n c e  and c o l l e c t i o n s  
f u n c t i o n s .  When t h e  IRS a u d i t s  r e t u r n s  and d e t e r m i n e s  a d j u s t m e n t s  t h i s  
i n f o r m a t i o n  can be s h a re d  w i t h  t h e  s t a t e .  T h i s  l o w e r s  a u d i t  c o s t s  f o r  t h e  
s t a t e  i n  t h a t  t h e r e  i s  l e s s  i n d e p e n d e n t  v e r i f i c a t i o n  o f  i n f o r m a t i o n .  
M i n i m i z i n g  a d m i n i s t r a t i v e  and c o m p l i a n c e  expense s  i s  an i m p o r t a n t  c r i t e r i a  i n  
e v a l u a t i n g  a l t e r n a t i v e  t a x  s y s t e m s .  These c o s t s  a r e  an i m p o r t a n t  
c o n s i d e r a t i o n  as i s  e v i d e n c e d  by  t h i s  d i s c u s s i o n  o f  expenses  a t  t h e  f e d e r a l  
l e v e l :

"The c o s t s  o f  a d m i n i s t e r i n g  t h e  income t a x  i n  t h e  U n i t e d  S t a t e s  
a r e  f a i r l y  l o w .  I n  19 8 1 ,  f o r  e x a m p l e ,  t h e  I n t e r n a l  Revenue 
S e r v i c e  expended  o n l y  41 c e n t s  t o  r a i s e  each $100 i n  t a x e s  
[ C o m m i s s i o n e r  o f  I n t e r n a l  Revenue ,  1982 ,  p .  5 5 ] .  However ,  t h e  
c o m p l i a n c e  c o s t s  o f  p e r s o n a l  i ncom e t a x a t i o n  a r e  q u i t e  
s u b s t a n t i a l .  On t h e  b a s i s  o f  s u r v e y  e v i d e n c e ,  S lem rod  and Sorum 
[ 1 9 8 3 ]  e s t i m a t e d  t h a t  i n  1982,  t h e  a v e r a g e  U.S .  h o u s e h o ld  
d e v o t e d  a b o u t  29 h o u r s  t o  s t a t e  and f e d e r a l  t a x  p r e p a r a t i o n ,  and 
s p e n t  a b o u t  $53 f o r  p r o f e s s i o n a l  a d v i c e .  I f  t h e  v a l u e  o f  t im e  
i s  a p p r o x i m a t e d  a t  a b o u t  $ 1 0 . 7 0  p e r  h o u r ,  t h e n  t h e  t o t a l  
r e s o u r c e  c o s t  p e r  h o u s e h o l d  1s a b o u t  $36 4 .  M u l t i p l y i n g  t h i s  by 
t h e  97 m i l l i o n  t a x p a y i n g  u n i t s  i n  1982 g i v e s  a t o t a l  r e s o u r c e  
c o s t  o f  $ 3 5 .3  b i l l i o n ,  a b o u t  9 p e r c e n t  o f  t o t a l  f e d e r a l  and 
s t a t e  income t a x  r e v e n u e . " ( 8 )

A f i n a l  c r i t e r i a  by w h i c h  any o t h e r  t a x  s y s t e m  m i g h t  be j u d g e d  i s  
a d e q u a c y .  T h a t  i s ,  does i t  r a i s e  s u f f i c i e n t  r e v e n u e s  p a r t i c u l a r l y  w i t h  
r e f e r e n c e  t o  a l l  t h e  c o s t s ,  b o t h  p o l i t i c a l  and m o n e t a r y ,  a s s o c i a t e d  w i t h  I t s  
i m p o s i t i o n .  C u r r e n t l y ,  i n d i v i d u a l  income t a x e s  r a n k  second as a p r o d u c e r  o f  
s t a t e  r e v e n u e s  n a t i o n a l l y  p r o d u c i n g  a b o u t  30 p e r c e n t  o f  r e v e n u e s  i n  1984.  
T h a t  p r o p o r t i o n  has i n c r e a s e d  s i g n i f i c a n t l y  o v e r  t i m e .  I n  1973 a b o u t  23 
p e r c e n t  o f  s t a t e  re v e n u e s  came f r o m  t h i s  s o u r c e .  I n  g e n e r a l  t h e n  income t a x e s  
r a i s e  s i g n i f i c a n t  amounts  o f  r e v e n u e  i n  r e l a t i o n  t o  t h e  a d m i n i s t r a t i v e  c o s t s .

-I 8 )-



PATTERN OF COLLECTION & REFUND

A c t u a l  t a x  c o l l e c t i o n s  a r e  s p re a d  t h r o u g h o u t  t i m e .  G e n e r a l l y ,  income 
t a x e s  a r e  w i t h h e l d  by e m p lo y e r s  and s u b m i t t e d  d i r e c t l y  by them to  t h e  S t a t e .  
Those who a r e  s e l f - e m p l o y e d  s u b m i t  e s t i m a t e d  t a x  payments  on a r e g u l a r  b a s i s  
t h r o u g h o u t  t h e  y e a r .  F i n a l l y ,  t a x e s  a r e  s u b m i t t e d ,  1 f  o w in g ,  w i t h  t h e  t a x  
r e t u r n  p r e p a r e d  f o r  t h e  t a x  y e a r  ( d u e  by A p r i l  1 5 ) .

Re funds  a r e  g e n e r a l l y  r e q u e s t e d  when t a x  has been o v e r p a i d  by s u b m i s s i o n  
o f  a t a x  r e t u r n  t h a t  docum en ts  t h e  o v e r p a y m e n t .  Those r e t u r n s  a r e  p r i m a r i l y  
s u b m i t t e d  1n F e b r u a r y  t h r o u g h  A p r i l  and t h e  r e f u n d s  i s s u e d  a month a f t e r  th e  
r e t u r n  i s  r e c e i v e d .

The t i m e  p a t t e r n  o f  t a x  paym ents  was e v a l u a t e d  f o r  t h i s  p r o j e c t  u s i n g  
d a t a  a v a i l a b l e  on D e p a r tm e n t  o f  Revenue d a t a  bases  and t h e  r e f u n d s  were 
a n a l y z e d  u s i n g  S t a t e  a c c o u n t i n g  s y s te m  r e p o r t s .  From t h o s e ,  a p r o j e c t e d  t im e  
p a t t e r n  was g e n e r a t e d .  T h i s  can be used to  t r a n s l a t e  t h e  p r o j e c t e d  t a x  y e a r  
l i a b i l i t i e s  p r e s e n t e d  i n  t h e  t a b l e s  i n t o  g r o s s  c o l l e c t i o n s ,  r e f u n d s  and n e t  
c o l l e c t i o n s  by q u a r t e r .  T h i s  t r a n s l a t i o n  1 s - a n  i m p o r t a n t  s t e p  i n  d e t e r m i n i n g  
f i s c a l  y e a r  r e v e n u e s .

H i s t o r i c a l l y ,  c o l l e c t i o n s  f o r  any g i v e n  t a x  y e a r  have exceeded l i a b i l i t y  
and a p o r t i o n  o f  t a x  c o l l e c t i o n s  have been r e f u n d e d .  Fo r  t h i s  a n a l y s i s ,  t a x  
c o l l e c t i o n s  f o r  a t a x  y e a r  a r e  e s t i m a t e d  to  he 25 p e r c e n t  g r e a t e r  t han  the  
e s t i m a t e d  l i a b i l i t y  f o r  t h a t  t a x  y e a r .

R e c e i p t s  f o r  t h e  f i s c a l  y e a r  by q u a r t e r  a r e  e s t i m a t e d  u s i n g  r a t i o s  t h a t  
a r e  based on an a n a l y s i s  o f  1970 -  1979 Cash F lo w  d a t a  ( g ) f r o m  t h e  A la s k a  
i n d i v i d u a l  incom e t a x .  Re funds  a r e  t h e n  e s t i m a t e d  as 2 7 .2  p e r c e n t  o f  th e  
t o t a l  f i s c a l  y e a r  r e c e i p t s  f r o m  t h e  p r i o r  f i s c a l  y e a r ;  an e s t i m a t e  based on 
D e p a r tm e n t  o f  A d m i n i s t r a t i o n  PBA r e p o r t s  f o r  1970 -  1 9 7 9 . ( g )

T h i s  a n a l y s i s  may o v e r e s t i m a t e  t a x  r e f u n d s  f o r  t h e  f l a t  t a x  o p t i o n s  as 
p r e s u m a b ly  t h e  a b i l i t y  t o  e s t i m a t e  t a x  l i a b i l i t y  f o r  t h e  I n d i v i d u a l  w i l l  be 
c o n s i d e r a b l y  e a s i e r .  The r e f u n d  am ounts  t e n d  t o  n e t  o u t  o v e r  t i m e ,  i n  any 
c a s e ,  so t h i s  r e f u n d  e s t i m a t e  i s  used f o r  a l l  a l t e r n a t i v e s .



EVALUATION OF ALTERNATIVES

We h av e  p r e s e n t e d  t h r e e  a l t e r n a t i v e  s t r u c t u r e s  h e r e  p r i m a r i l y  f o r  
i l l u s t r a t i v e  p u r p o s e s ,  and i n  no way w i s h  t o  s u g g e s t  t h e s e  a r e  p r o p o s a l s  o f  
t h i s  D e p a r t m e n t  o r  s e c t i o n .  We have d e s i g n e d  t h e  t h r e e  a l t e r n a t i v e s  t o  r a i s e  
a p p r o x i m a t e l y  t h e  same t o t a l  r e v e n u e  w i t h  t h r e e  d i f f e r e n t  t a x  s t r u c t u r e s ;  o u r  
benchmark r e v e n u e  amount  b e i n g  t h a t  o b t a i n e d  by t h e  f i r s t  a l t e r n a t i v e ,  
r e i n s t a t e m e n t  o f  t h e  o l d  i n d i v i d u a l  Income t a x .

The t a b l e s  p r e s e n t e d  1n t h i s  r e p o r t  s um m ar ize  o n l y  t h e  p r o j e c t e d  
q u a n t i t a t i v e  i m p a c t s  o f  t h e s e  i l l u s t r a t i v e  i n d i v i d u a l  income t a x  a l t e r n a t i v e s  
and c a n ' t  e f f e c t i v e l y  be compared  on re v e n u e  r a i s e d .  Tax a l t e r n a t i v e s  two and 
t h r e e  were  c o n s t r u c t e d  t o  y i e l d  a p p r o x i m a t e l y  t h e  same 1988 re v e n u e  as 
a l t e r n a t i v e  o n e .  A f t e r  1 9 8 8 ,  t a x  a l t e r n a t i v e s  w e r e  a l l o w e d  t o  y i e l d  w h a t e v e r  
r ev enu e  t h e  i n t e r a c t i o n  be tw een  t h e  t a x  s t r u c t u r e  and t h e  econom ic  v a r i a b l e s  
g e n e r a t e d .  The c o m p a r i s o n  o f  t h e  a l t e r n a t i v e  y i e l d s  i d e n t i f i e s  t h e  r e l a t i v e  
r e s p o n s i v e n e s s  o f  each s t r u c t u r e  t o  t h e  p r o j e c t e d  changes i n  t h e  economy.  I n  
a d d i t i o n ,  t h e s e  a l t e r n a t i v e s  i l l u s t r a t e  t h e  way d i f f e r e n t  s t r u c t u r a l  e l e m e n ts  
i n  a t a x  can be a l t e r e d  t o  o b t a i n  v a r i o u s  r e s u l t s ,  and t o  show w ha t  scope  o f  
i n f o r m a t i o n  i t  i s  p o s s i b l e  t o  g e n e r a t e  i n  r e s p o n s e  t c  a p r o p o s a l .  We a l s o  
have e v a l u a t e d  t h e  a d v a n t a g e s  and d i s a d v a n t a g e s ,  as w e l l  as t h e  p r e l i m i n a r y  
e s t i m a t e s  o f  f i s c a l  i m p a c t ,  f o r  each o f  o u r  t h r e e  i l l u s t r a t i v e  i n d i v i d u a l  
incom e t a x  a l t e r n a t i v e s  i n  o r d e r  t o  s u g g e s t  w h a t  k i n d s  o f  q u e s t i o n s  c o u l d  be 
asked  a b o u t  v a r i o u s  p r o p o s a l s .

•

T h i s  h i g h l i g h t s ,  t h e  o t h e r  c r u c i a l  i s s u e s .  Each o f  t h e  e le m e n t s  o f  t h e  
t a x  s t r u c t u r e  can be t a i l o r e d  t o  a f f e c t  d i f f e r e n t  t a x p a y e r s  d i f f e r e n t l y  ( o r  t o  
t r y  and a f f e c t  them i d e n t i c a l l y ) .  The a l t e r n a t i v e  t a x  s t r u c t u r e s  we p r e s e n t  
w i l l  each be a n a l y z e d  b r i e f l y  on a number o f  i s s u e s  i n c l u d i n g  how t h e y  a f f e c t  
t a x p a y e r  g r o u p s ,  how e a s i l y  a d m i n i s t e r e d  t h e y  a r e  and how p o l i t i c a l l y  
p a l a t a b l e  t h e y  m i g h t  be.

I n  g e n e r a l ,  t h e  i s s u e s  w h i c h  s h o u l d  be c o n s i d e r e d  w i t h  r e s p e c t  t o  
measures t o  i n c r e a s e  re v e n u e s  a r e  as f o l l o w s .

Econom ic  E f f i c i e n c y :  What e f f e c t  does t h e  p ro p o s e d  t a x  have on
i n c e n t i v e s  and econom ic  d e c i s i o n  mak ing?  How does t h e  t a x  a l t e r  c o n s u m p t i o n ,  
p r o d u c t i o n  o r  r e s o u r c e  a l l o c a t i o n  d e c i s i o n s ?

E q u i t y :  Who b e a r s  t h e  b u rd e n  o f  t h e  t a x  and how does t h a t  bu rden
compare w i t h  a b i l i t y  t o  pay o r  b e n e f i t s  r e c e i v e d ?  I s  t h e  t a x  p r o g r e s s i v e  o r  
r e g r e s s i v e  w i t h  r e s p e c t  t o  i n co m e  a n d / o r  w e a l t h ?

E l a s t i c i t y :  What i s  t h e  s e n s i t i v i t y  o f  t h e  t a x  r e v e n u e  y i e l d  t o  changes
i n  economic  o r  d e m o g r a p h ic  c o n d i t i o n s ?  As incom e o r  p o p u l a t i o n  i n c r e a s e  o r  
d e c r e a s e ,  does t a x  r e v e n u e . i n c r e a s e  o r  d e c r e a s e  1n g r e a t e r ,  l e s s e r  o r  equ a l  
p r o p o r t i o n ?

A d m i n i s t r a t i v e  E f f i c i e n c y :  How c o s t l y  I s  t h e  t a x  t o  a d m i n i s t e r  1n te rm s
o f  r e s o u r c e s  d e v o t e d  t o  a d m i n i s t r a t i o n  and c o m p l i a n c e  r e l a t i v e  t o  t h e  r e v en ue  
y i e l d  o f  t h e  t a x ?  Who b e a r s  t h e  b u rde n  o f  a d m i n i s t r a t i v e  c o s t ,  th e  t a x p a y e r ,  
t h e  S t a t e  o r  t h e  t a x  c o l l e c t o r  ( i f  d i f f e r e n t  f r o m  t h e  S t a t e ) ?

P o l i t i c a l  F e a s i b i l i t y :  How a c c e p t a b l e  i s  t h e  p ro p o s e d  t a x  t o  t h e
l e g i s l a t u r e  a n d / o r  t h e  e l e c t o r a t e  g i v e n  e x i s t i n g  s o c i a l ,  p o l i t i c a l ,  and
economic  c o n d i t i o n s ?  Who b e n e f i t s ,  who l o s e s ,  and who has t h e  m os t  p o l i t i c a l  
power?
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A d d i t i o n a l l y ,  we are  concerned w i th  th re e  o th e r  Issues .

I n t e r s t a t e  C a p t u r e :  How much o f  t h e  t a x  owed by n o n r e s i d e n t  t a x p a y e r s
who w o rk  i n  A l a s k a  1s 1 t  p o s s i b l e  t o  c a p t u r e ?

I n t e r g o v e r n m e n t a l  E f f e c t s :  Does t h e  t a x  e r o d e  t h e  t a x  base o f  h i g h e r
l e v e l  ( f e d e r a l )  o r  l o w e r  l e v e l  ( l o c a l )  g o v e r n m e n t s ?  I f  t h i s  s h o u l d  be
m i t i g a t e d ,  how can 1 t  be done?

I n f l a t i o n  E f f e c t s :  What 1s t h e  e f f e c t  o f  I n f l a t i o n  on t h e  e l e m e n t s  o f
t h e  t a x  s t r u c t u r e  and t h e  b u r d e n  on t h e  t a x p a y e r ?  I f  t h i s  s h o u l d  be
m i t i g a t e d ,  how can 1 t  be done?



The I n d i v i d u a l  Income t a x  1s based  on s o u r c e  o f  Income1. As s u c h ,  t h e  
d i s t r i b u t i o n  o f  Income among h o u s e h o l d s  1s v e r y  I m p o r t a n t  1n d e t e r m i n i n g  th e  
v e r t i c a l  d i s t r i b u t i o n  o f  t h e  t a x  I n c i d e n c e .  I t  1s a l s o  I m p o r t a n t  how 
I n c l u s i v e  o f  v a r i o u s  t y p e s  o f  Income t h e  t a x  ba se  1 s .  The t a b l e s  b e lo w  
p r e s e n t  d a t a  e s t i m a t e d  t o  s i m u l a t e  t h e  1988 new f e d e r a l  Income t a x  s t r u c t u r e  
t o  w h i c h  a l l  o u r  a l t e r n a t i v e s  w i l l  a t  l e a s t  p a r t i a l l y  be t i e d .

I t  1s o b v i o u s  f r o m  t h i s  t a b l e  t h a t  s p e c i a l  t r e a t m e n L  o r  e x c l u s i o n s  
a p p l i e d  t o  some s o u r c e s  o f  Income a r e  g o i n g  t o  a f f e c t  h o u s e h o ld s  a t  d i f f e r e n t  
p o i n t s  on t h e  Income d i s t r i b u t i o n ,  d i f f e r e n t l y .  F o r  e x a m p le ,  c a p i t a l  g a i n s ,  
u n t i l  r e c e n t  t a x  r e f o r m ,  had s p e c i a l  t r e a t m e n t .  A p o r t i o n  o f  n e t  c a p i t a l  
g a i n s  c o u l d  be e x c l u d e d  f r o m  Income f o r  t a x  p u r p o s e s .  C a p i t a l  g a i n s  and 
I n v e s t m e n t  Income ( s u c h  as c o r p o r a t e  d i v i d e n d s  and I n t e r e s t )  a r e  n o t  m a j o r  
s o u r c e s  o f  Income f o r  l o w e r  Income h o u s e h o l d s .  The c o m p le te  I n c l u s i o n  1n th e  
t a x  base o f  t h e s e  Income s o u r c e s  a f f e c t s  h i g h e r  Income h o u s e h o ld s  t o  a much 
g r e a t e r  d e g r e e  th an  l o w e r  Income h o u s e h o l d s .

D is t r i b u t i o n  o f  Income In c lu s io n s .  E xc lus ions  and Deductions

TABLE 5
1988 DISTRIBUTION OF INCOME INCLUSIONS

PERCENT PERCENT PERCENT PERCENT OF PERCENT

ADJ GROSS PERCENT OF OF OF OF SHALL OF

INCOME OF ADJ 6R0SS MAGES k INTEREST CAPITAL ENTER PENSIONS
GROUP RETURNS INCOME SALARIES INCOME 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 - i 2 . 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 13.03I 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 MED.MN $26,000 $44,700 $44,600 $55,600 $84,900 $182,200 $45,000

The e s t i m a t e d  m ed ian  1s t h e  l e v e l  o f  1984 AGI whe re  one h a l f  o f  t h e  
I n c l u s i o n ,  e x c l u s i o n  o r  d e d u c t i o n  d o l l a r s  a r e  fo u n d  on r e t u r n s  w i t h  l e s s  th a n  
t h i s  AGI and h a l f  on r e t u r n s  w i t h  more t h a n  t h i s  A G I .  The e x c e p t i o n  Lo t h i s
1s t h e  p e r c e n t  o f  r e t u r n s  c o lum n  ( c o l .  2)  w h e re  number  o f  r e t u r n s  d e t e r m i n e d

•  t h e  m e d i a n .  H a l f  o f  t h e  r e t u r n s  I n  t h e  1988 l o w  case  had a 1984 AGI o f
$2 6 ,0 0 0  o r  l e s s .
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The d i s t r i b u t i o n  o f  Income e x c l u s i o n s  and d e d u c t i o n s  d i f f e r s  among 
h o u s e h o ld s  a l s o .  The t a b l e  b e l o w  shows how t h e s e  a r e  d i s t r i b u t e d  
d i f f e r e n t l y  among Income g r o u p s .  S p e c i a l  e x c l u s i o n s  and d e d u c t i o n s  w i l l  
a l t e r  th e  d i s t r i b u t i o n  o f  t h e  t a x  b u r d e n  d e p e n d i n g  on w h ic h  Income 
s o u r c e s  o r  e x p e n d i t u r e  I t e m s  a r e  g i v e n  f a v o r a b l e  t a x  t r e a t m e n t .  For  
I n s t a n c e ,  h a l f  o f  t h e  d o l l a r s  c l a i m e d  as s t a n d a r d  d e d u c t i o n s  o c c u r r e d  on 
r e t u r n s  w i t h  AGI l e s s  t h a n  $ 1 0 , 5 0 0 ,  w h i l e  t h e  c o m p a r a b le  f i g u r e  f o r  
I t e m i z e d  d e d u c t i o n s  1s $ 3 5 , 2 0 0 .  T h e r e  1s I n t e r a c t i o n  1n t h e  f u n c t i o n  o f  
t h e s e  tw o ,  so a change  1n one w i l l  a f f e c t  t h e  o t h e r .

TABLE 6
1988 DISTRIBUTION OF INCOME EXCLUSIONS 

AND INCOME DEDUCTIONS

PERCENT PERCENT PERCENT PERCENT PERCENT PERCENT PERCENT PERCENT PERCENT PERCENT
ADJ GROSS PERCENT OF OF OF OF OF OF OF OF OF OF

INCOAE OF ADJ GROSS SAVIN6S ITEMIZED STANDARD MEDICAL PROP TAI TO INT V40RT INT nisc VALUE OF
GROUP RETURNS INCOME EICIUSNS DEDUCTIONS DEOUCTIONS DEDUCTIONS DEDUCTIONS DEDUCTIONS DEDUCTIONS DEDUCTIONS E1EHPTI0NS

LOSS 1.191 -0.751 1.102 1.452 1.352 15.912 1.312 1.212 1. 2.012 1.402
0- 10000 22.041 3.742 1.092 12.042 27.372 11.002 1.552 1.122 1. 1.832 14.262
10001-20000 20.442 9.422 4.112 12.942 25.322 25.102 4.232 3.552 3. 6.071 16.622
20001-30000 14.922 11.542 9.822 11.872 17.862 16.302 8.352 7.972 8. 9.862 14.892
30001-40000 11.902 13.132 20.132 11.752 11.942 11.442 12.302 12.622 13. 13.412 14.002
40001-50000 9.24! 13.072 15.292 10.942 7.292 7.922 14.092 14.602 14. 13.572 11.892
50001-40000 4.542 11.302 6.432 10.052 3.812 4.532 13.672 15.072 15. 12.122 8.782
40001-70000 4.442 9.512 4.532 7.842 2.092 2,522 11.552 12.082 12. 9.962 6.382
70001-80000 3.242 7.792 6.872 6.242 1.172 1.952 9.392 9.782 9. 8.052 4.542
80001-90000 2.152 5.942 5.192 4.622 0.732 1.142 7.672 7.072 6. 6.502 2.942
90001-100000 1.342 4.282 4.282 3.212 0.412 i.662 4.822 4.742 4. 5.142 1.772
100001-15000 2.002 8. IS! 16.482 5.812 0.542 0.992 9.082 8.562 7. 9.652 2.402
150001-20000 0.172 1.122 2.892 0.612 0.032 0.062 1.082 0.902 0. 1.192 0.062
200001-30000 0.022 0.272 0.572 0.092 0.002 0.002 0.132 • 0.142 0. 0.091 • 0.002
300001-40000 0.042 0.552 0.432 0.192 0.012 0.002 0.362 0.262 0. 0.082 0.002
OVER 400000 0.032 0.922 0.722 0.272 0.002 0.002 0.332 0.252 0. 0.412 0.002
ESTIfl NEDIAN 424,000 444,700 443,900 435,200 410,500 413,900 454,700 454,600 454,6 465,300 435,400
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Comparison o f  S ta te  S tru c tu re s

scope 
o t h e r  
f o l l o w s

Our a l t e r n a t i v e s  were  d e v e l o p e d  as I l l u s t r a t i o n s  o f  I n f o r m a t i o n  
and s t r u c t u r a l  c o m p a r i s o n  o n l y ;  h o w e v e r ,  1 f  t h e y  were  compared t o  
s t a t e s  w i t h  I n d i v i d u a l  Incom e t a x e s ,  t h a t  c o m p a r i s o n  w ou ld  be as

TABLE 7
STATE INDIVIDUAL INCOME TAXES 
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As n o t e d  p r e v i o u s l y ,  t h e  t a x  r a t e s  i n  t h e  benchmark  a l t e r n a t i v e  
( o n e )  we re  1n e f f e c t  t e n  y e a r s  p r i o r  t o  t h e  f i r s t  f o r e c a s t  y e a r ,  1988 .  
S i g n i f i c a n t  i n f l a t i o n  has a l t e r e d  t h e  t a x  base so t h e s e  r a t e s  c o u l d  be 
o n e r o u s .  I n f l a t i o n  f r o m  1978 t o  O c t o b e r  1986 has been 69 .1  p e r c e n t  and 
o v e r  t h e  e n t i r e  t e n  y e a r  p e r i o d  i s  e s t i m a t e d  t o  be 8 4 . 4  p e r c e n t .  Lack o f  
i n f l a t i o n  a d j u s t m e n t  t o  t h e  t a x  b r a c k e t s  1n t h e  r a t e  s t r u c t u r e  w i l l  
n e c e s s a r i l y  l e a d  t o  b r a c k e t  c r e e p .  What  t h i s  means i n  p r a c t i c a l  t e r m s ,  
1s t h a t  t a x p a y e r s  may be no b e t t e r  o f f  1n any  r e a l  sense ( t h e i r  in c om e ,  
a f t e r  a d j u s t m e n t  f o r  i n f l a t i o n ,  i s  no g r e a t e r )  b u t  may have t o  pay 
g r e a t e r  p o r t i o n s  i n  t a x .  T h i s  can be m i t i g a t e d  w i t h  i n f l a t i o n  in d e x e d  
t a x  b r a c k e t s .

F e d e r a l  t a x  l a w  has a l s o  changed t h e  t a x  b a s e  s i g n i f i c a n t l y .  Our 
e s t i m a t e  o f  t h e  re v e n u e  y i e l d  i n  1988 u n d e r  t h e  o l d  t a x  la w  w i t h  no 
f e d e r a l  t a x  l a w  change  Lo t h e  t a x  base  i s  o v e r  $35 m i l l i o n  l e s s  t h a n  t h e  
a l t e r n a t i v e s  1n t h i s  s t u d y .  The e s t i m a t e d  t a x  re v e n u e  f r o m  o u r
i l l u s t r a t i v e  a l t e r n a t i v e s  i s  o v e r  3 5 . 2 5  p e r c e n t  o f  t h e  t h e  t a x p a y e r s '  
e s t i m a t e d  f e d e r a l  t a x  f o r  t h o s e  y e a r s  ( co m pa red  t o  r a t e s  r a n g i n g  f r o m  19 
t o  26 p e r c e n t  f o r  s t a t e s  w i t h  p e r c e n t a g e  o f  f e d e r a l  r a t e  s t r u c t u r e s  i n  
t h e  t a b l e  a b o v e ,  1 .  e .  Rhode I s l a n d ,  N e b ra sk a  and V e r m o n t ) .  A d d i t i o n a l l y ,
t h e  o l d  h i g h e s t  r a t e  e f f e c t i v e  i n  a l t e r n a t i v e  one  ( 1 4 . 5  p e r c e n t )  i s
h i g h e r  t h a n  a n y  o t h e r  s t a t e ,  ( 1 3 . 5  p e r c e n t  i n  New Y o r k ) .  I n  o u r  f l a t  
r a t e  t a x  a l t e r n a t i v e  ( t h r e e ) ,  o u r  t a x  r a t e  o f  s i x  p e r c e n t  i s  h i g h e r  t h a n  
any o t h e r  s t a t e  t h a t  has a f l a t  r a t e  ( 1 .  e .  I l l i n o i s ,  I n d i a n a ,
M a s s a c h u s e t t s ,  M i c h i g a n ,  and P e n n s y l v a n i a ) .



GENERAL DESCRIPTION OF THE ECONOMIC SCENARIOS

The r e v e n u e  w h i c h  can be g e n e r a t e d  by any  In com e t a x  s t r u c t u r e  1s 
o b v i o u s l y  d e p e n d e n t  on t h e  f u t u r e  c o u r s e  o f  t h e  A l a s k a n  economy. I t  1s 
p r o b a b l y  s a f e  t o  say t h a t  u n c e r t a i n t y  a b o u t  t h a t  c o u r s e  1s g r e a t e r  a t  t h e  
p r e s e n t  t i m e  th a n  a t  any t i m e  1n r e c e n t  A l a s k a  h i s t o r y .  The f u t u r e  
movement o f  o i l  p r i c e s  1s a key d e t e r m i n a n t  as a r e  s t a t e  p o l i c y  r e s p ons es  
t o  s i g n i f i c a n t l y  l o w e r  l e v e l s  o f  r e v e n u e .  B r i e f l y ,  a case  can be made 
f o r  a w id e  ra n g e  o f  econom ic  o u tc o m e s .

A l a r g e  number o f  econom ic  s c e n a r i o s  combined w i t h  a v a r i e t y  o f  t a x  
s t r u c t u r e s  can q u i c k l y  l e a d  t o  a p r o l i f e r a t i o n  o f  cases  w h i c h  can
ove rw he lm  b o t h  r e s e a r c h e r s  and p o l i c y  m a k e r s .  As a consequence  we have 
l i m i t e d  t h i s  I n i t i a l  a n a l y s i s  t o  tw o  econom ic  s c e n a r i o s  and t o  t h r e e  t a x  
s t r u c t u r e s .

W i th  t h e  c a v e a t  t h a t  1 t  1s f a i r l y  c o s t l y  t o  r u n  d i f f e r e n t  t a x  
s t r u c t u r e s  a g a i n s t  t h e  d a t a  b a s e ,  we have c o n s i d e r a b l e  f l e x i b i l i t y  w i t h  
r e g a r d  to  m o d e l l i n g  d i f f e r e n t  s t r u c t u r e s .  U n f o r t u n a t e l y  we have v e r y
l i t t l e  f l e x i b i l i t y  w i t h  r e g a r d  t o  econom ic  s c e n a r i o s .  E c o n o m e t r i c  mode ls  
w h i c h  have been d e v e lo p e d  by s t a t e  a g e n c i e s  have  been r e n d e r e d  
I n o p e r a t i v e  due t o  t h e  d e p a r t u r e  o f  key  p e r s o n n e l .  Access  t o  u n i v e r s i t y  
o r  p r i v a t e  m od e ls  w o u ld  have I n v o l v e d  c o n t r a c t u a l  f u n d s  w h i c h  s i m p l y  we re  
n o t  a v a i l a b l e .

Because o f  t h i s  p r o b le m  we were  f o r c e d  t o  r e l y  on an a l r e a d y  
p u b l i s h e d  f o r e c a s t .  I n  March o f  1986 ISER p r e p a r e d  a w o r k i n g  p a p e r
t i t l e d  "The Im p a c t  o f  C o l l a p s e  o f  th e  W o r ld  011 M a r k e t  on t h e  A l a s k a  
Econom y. 1̂ 1 1 ) The p a p e r  e s s e n t i a l l y  p r e s e n t s  two c a s e s  -  one based on 
s t a t e  re v e n u e s  as f o r e c a s t e d  1n December  1985 b e f o r e  t h e  s e v e r e  o i l  p r i c e  
d e c l i n e  and one based on r e v e n u e s  w h i c h  a p p r o x i m a t e  t h o s e  c u r r e n t l y  
f o r e c a s t e d .  I n  t h e  f o r m e r  case s t a t e  g e n e r a l  f u n d  a p p r o p r i a t i o n s  f a l l  t o  
a b o u t  74 p e r c e n t  o f  1986 l e v e l s  by 1990 w h i l e  1n t h e  l a t t e r  case  t h e s e  
a p p r o p r i a t i o n s  f a l l ' t o  a b o u t  47 p e r c e n t  o f  1986 l e v e l s .  I n  a d d i t i o n  t h e  
p a pe r  shows o t h e r  key  v a r i a b l e s  -  e m p lo y m e n t ,  p o p u l a t i o n  and p e r s o n a l  
Income -  a l s o  as a p e r c e n t  o f  1986 l e v e l s .  W h i l e  t h i s  a n a l y s i s  w o u ld  be 
s t r e n g t h e n e d  by an a p p r o a c h  w h i c h  com b ined  t h e  t a x  f o r e c a s t i n g  model  w i t h  
c us to m  t a i l o r e d  econom ic  f o r e c a s t s  we f e e l  t h e  two cases  we have 
a v a i l a b l e  p r o v i d e  u s e f u l  g u i d a n c e  on t h e  s e n s i t i v i t y  o f  o u r  r e s u l t s  t o
econom ic  o u t c o m e s .



GENERAL DESCRIPTION OF THE TABLE FORMATS AND TERMS

T here  a r e  t h r e e  a l t e r n a t i v e  t a x  s t r u c t u r e s  c o n s i d e r e d  i n  t h i s  
r e p o r t .  Each s t r u c t u r e  1s d e s c r i b e d ,  t h e  t a x  I s s u e s  d i s c u s s e d ,  
p r o j e c t i o n  t a b l e s  a r e  p r e s e n t e d ,  and t h e  re v e n u e  c o l l e c t i o n s  e s t i m a t e s  
a r e  p r o v i d e d .

A s e t  o f  tw o  t a b l e s  1s p r e s e n t e d  f o r  each y e a r  1n t h e  p r o j e c t i o n  
p e r i o d ,  1988 t h r o u g h  1992 ,  and f o r  each o f  two econom ic  s c e n a r i o s  
( d e s c r i b e d  b r i e f l y  a b o v e ) .  The f i r s t  t a b l e  1n t h e  s e t  1s t h e  sum f o r  
each v a r i a b l e ,  and t h e  second s e t  1s t h e  mean f o r  each  non ze ro  v a l u e  o f  
t h e  v a r i a b l e .  Mean v a l u e s  h e l p  d e t e r m i n e  w h a t  1s t h e  Im p ac t  o f  t h e  
I n d i v i d u a l  v a r i a b l e s  on t h e  a v e r a g e  t a x  r e t u r n  1n t h e  Income g r o u p .

The v a r i a b l e s  c o n s i d e r e d  f o r  t h e  t a x  a l t e r n a t i v e s  and econom ic  
s c e n a r i o s  a r e :

These v a r i a b l e s  a r e  p r e s e n t e d  f o r  each o f  15 a d j u s t e d  g r o s s  Income 
g ro u p s  (AGI  GROUP) and f o r  t h e  t o t a l .  The d a t a  was g ro u p e d  by 1984 AGI 
because  1 t  was f e l t  1 t  w o u ld  a i d  1n t h e  I n t u i t i v e  i n t e r p r e t a t i o n s  o f  t h e  
t a b l e s .  I t  i s  a l s o  p o s s i b l e  t o  g r o u p  by t h e  AGI o f  t h e  r e l e v a n t  t a x  y e a r .

Wages & S a l a r i e s ;
A d j u s t e d  Gross  Incom e;
T a x a b l e  In com e ;
Number o f  P e r s o n a l  E x e m p t i o n s ;
V a lu e  o f  P e r s o n a l  E x e m p t i o n s ;
I t e m i z e d  D e d u c t i o n s ;
S t a n d a r d  D e d u c t i o n s ;
Tax L i a b i l i t y  1 f  PFD 1s T a x a b l e ;
Amount o f  Tax  L i a b i l i t y  P a id  f r o m  F e d e r a l  Tax ;
Tax L i a b i l i t y  1 f  PFD 1s n o t  T a x a b l e ;  and
Leakage  o f  Tax t o  M u n i c i p a l i t i e s  ( f r o m  P r o p e r t y  T a x ) .

- (  17 ) -



T h is  a l t e r n a t i v e  a t t e m p t s  t o  r e i n s t a t e ,  l a r g e l y ,  t h e  t a x  s t r u c t u r e  
e f f e c t i v e  1n A l a s k a  b e f o r e  1 t  v/as r e p e a l e d .  T h a t  s t r u c t u r e  had I t s  own 
s e t  o f  p r o g r e s s i v e  t a x  r a t e s  g ro u p e d  by f i l i n g  s t a t u s ,  and was 
p ig g y b a c k e d  t o  t h e  f e d e r a l  la w  f o r  m os t  o f  I t s  t a x  base  e l e m e n t s .

Tax Base

The f e d e r a l  la w  has changed d r a m a t i c a l l y  s i n c e  t h e  A l a s k a  
I n d i v i d u a l  Income t a x  was 1n e f f e c t .  T h i s  p r o p o s a l  assumes t h a t  t h e  I 
changes a d o p t e d  by t h e  f e d e r a l  g o v e r n m e n t  w i l l  be r e f e r e n c e d  1n A l a s k a  I 
S t a t u t e  much as t h e y  were  1n 1 9 7 8 - 1 9 7 9 .  T h i s  w i l l  r e s u l t  1n t h e  ]
e x p a n s io n  o f  t h e  t a x  base t h r o u g h  t h e  I n c l u s i o n  o f  more I te m s  1n Income,  /
a d e c r e a s e  1n b o t h  e x c l u s i o n s  arid I t e m i z e d  d e d u c t i o n s  f r o m  Incom e,  and an I
I n c r e a s e  1n s t a n d a r d  d e d u c t i o n s  and t h e  v a l u e  o f  e x e m p t i o n s ,  r e s u l t i n g  1n J 
l o w e r  t a x a b l e  Income 1n t h e  l o w e r  p a r t  o f  t h e  Income d i s t r i b u t i o n  and / 
h i g h e r  t a x a b l e  Income 1n th e  u p p e r  p a r t  o f  t h e  Income d i s t r i b u t i o n .  The ' 
s p e c i f i c s  o f  t h e  changes  r e s u l t i n g  f r o m  t a x  r e f o r m  a t  t h e  f e d e r a l  l e v e l  
a r e  a v a i l a b l e  1n a number  o f  p u b l i c a t i o n s  and we w i l l  n u t  a l t e m p t  t o  
d i s c u s s  t h o s e  h e r e .  The p r o v i s i o n s  o f  t h e  new la w  t h a t  we assume w ou ld  
be e f f e c t i v e  f o r  t h i s  p r o p o s a l  a r e  summar ized  b e l o w .

Income I n c l u s i o n s  and E x c l u s i o n s

I n c l u d e d  as t o t a l  Ip.come a r e  w ages ,  s a l a r i e s ,  t i p s ,  I n t e r e s t
Incom e,  d i v i d e n d s ,  Income t a x  r e f u n d s ,  a l i m o n y  r e c e i v e d ,  b u s i n e s s  Income,  
c a p i t a l  g a i n s ,  p e n s i o n s ,  IRA and a n n u i t y  d i s t r i b u t i o n s ,  r e n t s ,  r o y a l t i e s ,  
p a r t n e r s h i p ,  e s t a t e s ,  t r u s t s ,  f a r m  - Inc om e ,  un em p loym e n t  I n s u r a n c e  ( w h i c h  
we a r e  u n a b l e  to  I n c l u d e  1n o u r  m o d e l ) ,  s o c i a l  s e c u r i t y  b e n e f i t s  and f 
o t h e r  Incom e.  The new F e d e r a l  law  e l i m i n a t e s  t h e  $100 -  $200 e x c l u s i o n  \  
o f  d i v i d e n d  Income and t r e a t s  t h e  f u l l  amount  o f  c a p i t a l  g a i n  as o r d i n a r y  C 
Income.  The A l a s k a  Pe rmanen t  Fund D i v i d e n d  1s i n c l u d e d  as Incom e.  '

New r e s t r i c t i o n s  a r e  now I n c l u d e d  1n t h e  F e d e r a l  l aw  w h i c h  d e f i n e  
p a s s i v e  and a c t i v e  p a r t i c i p a t i o n  1n v e n t u r e s  and s e t  l i m i t s  f o r  h i g h e r  
Income t a x p a y e r s  on o f f s e t t i n g  l o s s e s  o f  any k i n d .  P a s s i v e  l o s s e s  c a n n o t  
be used t o  o f f s e t  o t h e r  Income e x c e p t  f o r  $ 2 5 ,0 0 0  1n p a r t i c i p a t o r y  r e n t a l  
l o s s e s .  ( P a s s i v e  l o s s e s  o c c u r  p a r t i c u l a r l y  1n some p a r t n e r s h i p  and 
r e n t a l  a c t i v i t i e s . )

A d d i t i o n a l l y ,  A l a s k a  I n d i v i d u a l  Income t a x  l a w  d i d  I n c l u d e  t h e 
F e d e r a l  c o s t  nf l i v f n g  a | Towance ana e x c lu d e d "  exem pt  j i g n s j o n s  and 
a n n u i t i e s ,  military p^y nf n o n r e s i den t s  s e r v i n g  i n  A l a s k a , and Income 
f r o m  U. — g o v e r n m e n t  s e c u r i t i e s .  Because o u r  d a t a  bases  d 1 d ” n o T “ have  , 
s u f f i c i e n t  d e t a i l  t o  I s o l a t e  t h e s e  e l e m e n t s ,  1 t  1s d i f f i c u l t  t o  q u a n t i f y  
t h e i r  I m p a c t .  C o n c e p t u a l l y  o u r  f i g u r e s  ( w h i c h  r e l y  on t h e  F e d e r a l  Income \  
t a x  d a t a )  w o u l d  e x c l u d e  t h e  F e d e r a l  c o s t  o f  l i v i n g  a l l o w a n c e  and I n c l u d e  j  
t h e  pay o f  m i l i t a r y  s t a t i o n e d  1n A l a s k a .  Exempt  p e n s i o n s ,  a n n u i t i e s  a n d '  
U. S. g o v e rn m e n t  s e c u r i t i e s  income w o u ld  be e x c l u d e d .

ALTERNATIVE ONE: 1978 ALASKA RATES/ FEDERAL TAX BASE
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Under  t h e  new F e d e r a l  l a w ,  o n l y  t h e  Keogh p l a n  c o n t r i b u t i o n s ,  
s a v i n g s  w i t h d r a w a l  p e n a l t i e s  and a l i m o n y  p a i d  a d j u s t m e n t s  f r o m  Income 
r e m a i n .  E l i m i n a t e d  1s t h e  Two E a r n e r  a d j u s t m e n t ;  w h i l e  t h e  IRA 
a d j u s t m e n t  1s phased o u t  a t  h i g h e r  Income l e v e l s  o r  e l i m i n a t e d  1 f  t h e  
e m p lo y e r  c o v e r s  t h e  em p loyee  w i t h  a r e t i r e m e n t  p l a n .  The m ov ing  expense 
and em p lo y ee  b u s i n e s s  expense a d j u s t m e n t  a r e  now d e d u c t i o n s .

T r e a t m e n t  o f  t h e  A l a s k a  Pe rm anen t  Fund D i v i d e n d

Income Ad justm ents

A l l  o f  t h e  a l t e r n a t i v e s  p r e s e n t e d  show t a x  l i a b i l i t y  w i t h  PFD b o th  
t a x a b l e  and n o t  t a x a b l e .  The 1988 lo w  c as e  T a b l e  8 f o l l o w i n g  I n d i c a t e s  a 
l o s s  o f  $ 1 6 . 6  m i l l i o n  1n t a x e s  f r o m  e x c l u s i o n  o f  t h e  PFD f r o m  t a x a b l e
Income ( $ 3 9 9 . 3  
e x c l u d e d ) .  The

m i l l i o n  w i t h  PFD I n c l u d e d  -  $ 3 8 2 .7  m i l l i o n  w i t h  
t a x a b l e  Income shown 1n t h e  t a b l e s  1s w i t h  PFD

t a x a b l e .  C h i l d r e n  and o t h e r  
t a x  on t h e  PFD. The e s t i m a t e s

1988
1989
1990
1991
1992 

v a l u e s  f r o m  
Revenue.  O 2 )

PFD
n o t
pay

These a r e  r o und ed  
t h e  D e p a r t m e n t  o f

p e r s o n s  n o t  r e q u i r e d  t o  f i l e  w i l l  n o t  
o f  the  PFD a r e  as f o l l o w s :

$750
$800
$800
$800
$800

t h e  December  1986 Long Run F i s c a l  Model  o f

N o n r e s i d e n t  A p p o r t i o n m e n t

As was done 1n t h e  1978 A l a s k a  I n d i v i d u a l  . I n c o m e  t a x  l a w ,  
n o n r e s i d e n t  w o r k e r s  a p p o r t i o n  t h e i r  Income by s o u r c e  s t a t e  1n t h i s
p r o p o s a l .  The a p p o r t i o n m e n t_____r a t i o _I s  o b t a i n e d  by d i v i d i n g  A l a s k a
a d j u s t e d - _ q r o s s  Income ( In co m e  e a rn e d  1n t h i s  s t a t e  o r  a t t r i b u t a b l e  t o
I n v e s t m e n t s  1n t h i s  s t a t e )  by . t o t a l  . . a d ju s te d . . .  g r o s s ,  in com e .  The r a t i o  
o b t a i n e d  1s used t o  a d j u s t  e x e m p t i o n s  and s t a n d a r d  d e d u c t i o n .  I t e m i z e d  
d e d u c t i o n s  a r e  a p p o r t i o n e d  t o  A l a s k a  based on t h e  e x p e n d i t u r e  l o c a t i o n ,
p r o p e r t y  s i t e  o r  s o u r c e  o f  Income t o  pay  t h e  e x p e n d i t u r e .

S t a n d a r d  D e d u c t i o n

The f o l l o w i n g  s t a n d a r d  d e d u c t i o n s  a r e  assumed to  be a do p te d  f r o m  th e  
F e d e r a l  Code and a r e  I n d e x e d  y e a r l y  f o r  i n f l a t i o n .

F i l i n g  S t a n d a r d
S t a t u s  D e d u c t i o n

S i n g l e  $ 3 , 0 0 0
M a r r i e d  F i l i n g  J o i n t  $ 5 ,0 0 0
M a r r i e d  F i l i n g  Sep $ 2 , 5 0 0
Head o f  H ou s e h o ld  $ 4 ,4 0 0

A d d ' n l  f o r  B l i n d n e s s /  
Age Exem pt ion________

$750 p e r  E xem pt ion  
$600 p e r  E xem pt ion  
$600 p e r  Exem pt ion  
$750 p e r  Exem pt ion

- (  19 ) -



I tem ized  Deductions

Those w i t h  g r e a t e r  t h a n  t h e  s t a n d a r d  d e d u c t i o n  can I t e m i z e  
d e d u c t i o n s  on s t a t e  r e t u r n s  as done  on t h e  F e d e r a l  r e t u r n .  A l a s k a  Income 
t a x e s  c a n n o t  be d e d u c te d  f o r  A l a s k a  t a x  a l t h o u g h  t h e y  can f o r  F e d e r a l  
Income t a x .  M e d i c a l  expenses  i n  ex c es s  o f  7 . 5  p e r c e n t  o f  a d j u s t e d  g r o s s  
Income a r e  d e d u c t i b l e .  S a le s  t a x e s  a r e  n o t  d e d u c t i b l e  b u t  p r o p e r t y  t a x e s  
a r e .  Home m o r tg a g e  I n t e r e s t  ( f o r  p r i m a r y  and s e c o n d a r y  r e s i d e n c e s )  1s 
s t i l l  d e d u c t i b l e ,  b u t  c o n s u . - j r  I n t e r e s t  1s phased o u t  and o t h e r  m o r tg a g e  
I n t e r e s t  1s no l o n g e r  d e d u c t i b l e .  U n io n  and p r o f e s s i o n a l  d u e s ,  t a x  
r e t u r n  p r e p a r a t i o n  f e e s ,  e m p loy ee  b u s i n e s s  expenses  a r e  a l s o  d e d u c t i b l e ,  
b u t  mus t  t o t a l  more t h a t  tw o  p e r c e n t  o f  a d j u s t e d  g r o s s  Incom e.  Mov ing  
expenses  a r e  d e d u c t i b l e .

P e r s o n a l  E x e m p t io n s

E x e m p t io n s  a r e  a v a i l a b l e  f o r  t h e  t a x p a y e r ,  s p o u s e ,  d e p e n d e n ts  and 
f o r  c e r t a i n  d e b i l i t a t i n g  c o n d i t i o n s .  They a r e  w o r t h  $ 1 , 9 5 0  each 1n 1988 ,  
$ 2 ,0 0 0  1n 1989 and a r e  I n d e x e d  f o r  I n f l a t i o n  t h e r e a f t e r .  Fo r  h i g h e r ,  
income t a x p a y e r s ,  t h e  v a l u e  o f  t h e s e  e x e m p t i o n s  1s re duced  by f i v e  

-  p e r c e n t  o f  t a x a b l e  Income 1 f  t a x a b l e  Income 1s g r e a t e r  t h a n  the  t h r e s h o l d  
amoun t  ( w h i c h  1s I n d e x e d  y e a r l y  f o r  I n f l a t i o n ) .

F 1 l i n g  
S t a t u s

Income
T h r e s h o l d

S i n g l e  $ 8 9 ,5 6 0
M a r r i e d  F i l i n g  J o i n t  $ 1 4 9 ,2 0 0
M a r r i e d  F 1 l ' g  S e p a r a t e l y  $ 1 1 3 ,3 0 0  
Head o f  H o u s e h o ld  $ 1 2 3 ,7 9 0

Tax C r e d i t s

We have  n o t  i n c l u d e d  any  t a x  c r e d i t s  1n t h e s e  p r o p o s a l s .  Summar ies 
o f  t h e  m a j o r  t a x  c r e d i t s  e f f e c t i v e  1n A l a s k a  and p r o f i l e s  o f  t h e  
t a x p a y e r s  and amounts  c r e d i t e d  have  been p u b l i s h e d  p r e v i o u s l y  and a r e  
a v a i l a b l e  f r o m  t h i s  o f f i c e . O 3 )



Tax Rates

Tax r a t e s  e f f e c t i v e  f o r  t h e  1978 and 1979 A l a s k a  I n d i v i d u a l  Income 
t a x  a r e  assumed t o  be r e - a d o p t e d  f o r  t h i s  p r o p o s a l .

I t  may be a d v i s a b l e  t o  c o n s i d e r  c h a n g i n g  t h e s e  b r a c k e t s  t o  r e f l e c t  
t h e  e f f e c t s  o f  I n f l a t i o n  on In c o m e .  I n f l a t i o n  f r o m  1978 to  O c t o b e r  1986 
has been 69 .1  p e r c e n t ,  and o v e r  t h e  e n t i r e  t e n  y e a r  p e r i o d  1s e s t i m a t e d  
t o  be 8 4 .4  p e r c e n t .  One way t o  a d j u s t  a p r o g r e s s i v e  r a t e  t a b l e  w o u ld  be 
t o  a d j u s t  t h e  Income b r a c k e t  am oun ts  upward by t h e  amount  o f  I n f l a t i o n  
s i n c e  1978.

These r a t e s  w e re  d e s i g n e d  t o  a p p l y  t o  a t a x  base  w i t h  a ran g e  o f  
e x c l u s i o n s  and d e d u c t i o n s .  W i t h  t h e  new f e d e r a l  t a x  r e f o r m ,  Income i s  
much more f u l l y  exposed  t o  t a x a t i o n .  We e s t i m a t e  a l m o s t  $640 m i l l i o n  ( o r  
8 . 5  p e r c e n t )  more Income i s  s u b j e c t  t o  t a x a t i o n .  I t  may be a d v i s a b l e  t o  
c o n s i d e r  c h a n g i n g  t h e s e  b r a c k e t s  t o  r e f l e c t  t h i s  e x p o s u r e  t o  t a x a t i o n .  

'O u r  e s t i m a t e  o f  t h e  re v e n u e  y i e l d  1n 1988 u n d e r  t h e  o l d  t a x  law  w i t h  no! 
f e d e r a l  t a x  l a w  change  t o  t h e  t a x  base 1s o v e r  $35 m i l l i o n  l e s s  t h a n  t h e  

( a l t e r n a t i v e s  1n t h i s  s t u d y .

The 1 9 7 8 /1 9 7 9  r a t e s  and r a t e  b r a c k e t s  a r e  p r e s e n t e d  b e lo w .



ISSUES

I t  1s d i f f i c u l t  t o  d e t e r m i n e  t h e  e f f e c t s  on economic  e f f i c i e n c y  
a s s o c i a t e d  w i t h  re1m p os 1 t1 on  o f  a s t a t e  Income t a x .  I n d i v i d u a l s  and 
b u s i n e s s e s  a r e  m ak ing  a d j u s t m e n t s  1n l i g h t  o f  t h e  new f e d e r a l  t a x  and i t  
1s d i f f i c u l t  t o  d e t e r m i n e  w h a t  a d d i t i o n a l  a d j u s t m e n t s  w o u ld  o c c u r  1n 
r e s p o n s e  t o  a s t a t e  Income t a x .

Income E l a s t i c i t y

The Income e l a s t i c i t y  o f  _ 1 n d 1 v 1 d u a l  Income t a x  r e v e n u e s ,  g i v e n  
p r o g r e s s i v e  r a t e s ,  1 s " g r e a t e r ' t h a n  one w h i c h  1s t o  say  a g i v e n  p e r c e n t a g e  
change  1n Income w i l l  p r o d u c e  a l a r g e r  p e r c e n t a g e  change 1n t a x  
r e v e n u e s .  T h u s ,  d u r i n g  p e r i o d s  o f  income g r o w t h ,  I n d i v i d u a l  Income t a x
re v e n u e s  w i l l  I n c r e a s e  more t h a n  i n  p r o p o r t i o n  t o  t h e  g r o w t h  a n d ,  d u r i n g  
p e r i o d s  o f  Incom e d e c l i n e ,  t h e y  w i l l  f a l l  more t h a n  i n  p r o p o r t i o n  t o  t h e  
d e c l i n e .  T h i s  makes t h e  I n d i v i d u a l  Income t a x  r e l a t i v e l y  u n s t a b l e  i n  
te r m s  o f  y i e l d .

E q u i t y

In  te r m s  o f  e q u i t y  t h e  I n d i v i d u a l  Income t a x  1s g e n e r a l l y  
c o n s i d e r e d  t h e  " f a i r e s t "  t a x .  The b u r d e n  o r  I n c i d e n c e  o f  t h e  t a x  f a l l s
p r i m a r i l y  on t h e  i n d i v i d u a l  t a x p a y e r  and t h e r e  1s l e s s  o p p o r t u n i t y  f o r  
s h i f t  o f  I n c i d e n c e  compared w i t h  t h e  c o r p o r a t e  Income o r  b u s i n e s s  t y p e  
t a x e s .  G iven  a p r o g r e s s i v e  r a t e  s c h e d u l e ,  t h e  t a x  b u rd en  1s based on th e  
" a b i l i t y  t o  p a y "  p r i n c i p l e  o f  t a x a t i o n  and th e  n o m in a l  I n c i d e n c e  1s 
p r o g r e s s i v e .  T h a t  i s ,  as Income l e v e l  o f  t h e  t a x p a y e r  I n c r e a s e s ,  t h e  
n o m in a l  t a x  r a t e  a l s o  I n c r e a s e s .  I t  s h o u l d  be n o te d  th o u g h  t h a t  s t a t e  
Income t a x e s  a r e  d e d u c t i b l e  when c o m p u t i n g  t a x a b l e  Income f c r  f e d e r a l  
Income t a x  p u r p o s e s  1 f  t h e  i n d i v i d u a l  I t e m i z e s  d e d u c t i o n s .  T h i s  has t h e  
e f f e c t  o f  r e d u c i n g  t h e  b u rd e n  on I n d i v i d u a l s  w i t h  h i g h e r  Incomes who a r e  
s u b j e c t  t o  h i g h e r  m a r g i n a l  r a t e s  a t  t h e  f e d e r a l  l e v e l  and a r e  a l s o  more
l i k e l y  t o  be 1n a p o s i t i o n  t o  I t e m i z e .  The e f f e c t  1s t o  r e d u c e  t n e
p r o g r e s s i v i t y  o f  t h e  t a x  b u rd e n  a t  t h e  s t a t e  l e v e l .  T h i s  e f f e c t  w i l l  be 
r e d u c e d ,  h o w e v e r ,  1n l i g h t  o f  r e c e n t  s c h e d u le d  incom e t a x  r a t e  r e d u c t i o n s  
e n a c te d  a t  t h e  f e d e r a l  l e v e l .

Ad m i n i s t r a t i o n  and C o m p l ia n c e

R e i n s t a t i n g  t h e  I n d i v i d u a l  Income t a x  a f t e r  d i s m a n t l i n g  t h e  
a d m i n i s t r a t i v e  and c o m p l i a n c e  f u n c t i o n s  1n t h e  D e p a r tm e n t  o f  Revenue 
c o u l d  I n v o l v e  c o n s i d e r a b l e  s t a r t  up c o s t s .  A u d i t  and c o l l e c t i o n  
f u n c t i o n s  w o u ld  have t o  be b r o u g h t  back  on l i n e .  P e r s o n n e l  w o u ld  have t o  
be h i r e d  and t r a i n e d ,  c o m p u t e r  p rog ram s  and p r o c e d u r e s  d e v e l o p e d ,  e t c .  
However ,  once t h e  i n i t i a l  s t a r t  up p e r i o d  was c o m p l e t e d ,  a d m i n i s t r a t i v e  
and c o m p l i a n c e  c o s t s  s i m i l a r  t o  p r e v i o u s  l e v e l s  r e l a t i v e  t o  t a x  
c o l l e c t i o n s  w o u l d  p r o b a b l y  be a c h i e v e d .

Economic E f f i c ie n c y

-< 22 ) -



The A l a s k a  Net  Income Tax la w  as 1 t  a p p l i e s  t o  c o r p o r a t i o n s  and as 
1 t  a p p l i e d  t o  I n d i v i d u a l s  b e f o r e  t h o s e  s e c t i o n s  w e r e  r e p e a l e d  1s 
p ig g y b a c k e d  on t h e  f e d e r a l  Income t a x  l a w .  T h i s  means b a s i c a l l y  t h a t  t h e  
s t a r t i n g  p o i n t  f o r  c a l c u l a t i n g  A l a s k a  t a x a b l e  Income 1s f e d e r a l  t a x a b l e  
Incom e.  The A l a s k a  la w  f o l l o w s  t h e  f e d e r a l  l a w  as f a r  as a l l o w a b l e  
d e d u c t i o n s  and e x e m p t i o n s  a r e  c o n c e r n e d  u n l e s s  s p e c i f i e d  o t h e r w i s e .  The 
s t a t e  law s p e c i f i e s  I t s  own t a x  r a t e  s c h e d u l e  w h i c h  1s I n d e p e n d e n t  o f  
the  f e d e r a l  r a t e  s c h e d u l e s .

T h i s  p i g g y b a c k i n g  has a d v a n t a g e s  and d i s a d v a n t a g e s .  The a d v a n ta g e s  
a r e  p r i m a r i l y  a d m i n i s t r a t i v e  and r e l a t e  t o  a u d i t ,  c o m p l i a n c e  and 
c o l l e c t i o n s  f u n c t i o n s .  When t h e  IRS a u d i t s  r e t u r n s  and d e t e r m i n e s  t h a t  
t h e r e  s h o u ld  be a d j u s t m e n t s  made t h e y  s h a r e  t h i s  I n f o r m a t i o n  w i t h  t h e  
s t a t e .  T h i s  l o w e r s  t h e  s t a t e ' s  a u d i t  c o s t s  bec aus e  1 t  r e d u c e s  t h e  amount  
o f  I n f o r m a t i o n  on a r e t u r n  t h a t  t h e  s t a t e  m us t  v e r i f y  I n d e p e n d e n t l y .  The 
d i s a d v a n t a g e  o f  p i g g y b a c k i n g  1s t h a t  when f e d e r a l  t a x  l aw s  a r e  changed 
r e l a t i v e  t o  d e d u c t i o n s  and e x e m p t i o n s  t h e r e  may be an I m p a c t  on s t a t e  t a x  
c o l l e c t i o n s  u n l e s s  t h e  s t a t e  change s  I t s  t a x  l a w  a c c o r d i n g l y .

N o n r e s i d e n t  T a x p a y e rs

T h i s  a l t e r n a t i v e  c a p t u r e s  t h e  n o n r e s i d e n t  w o r k e r  i n  t h e  t a x  base 
f a i r l y  e f f e c t i v e l y .  A l a s k a n  e m p l o y e r s  s u b m i t  p a y r o l l  t a x e s  r e g a r d l e s s  o f  
t h e  r e s i d e n c e  o f  t h e  w o r k e r .  The p o t e n t i a l  f o r  a v o i d i n g  e s t i m a t e d  
payments r e m a in s  b u t  1s no w o r s e  o r  b e t t e r  f o r  t h i s  a l t e r n a t i v e  t h a n  any 
o t h e r .

The a p p o r t i o n m e n t  o f  n o n r e s i d e n t  ( o r  p a r t  y e a r  r e s i d e n t )  in c o m e ,  
e x e m p t io n s  and d e d u c t i o n s  a l l  seem f a i r  and a r e  g e n e r a l l y  c o n s i s t e n t  w i t h  
p r a c t i c e  1n o t h e r  s t a t e s .

I n t e r g o v e r n m e n t a l  E f f e c t s

A l l  s t a t e  Income t a x e s  a r e  d e d u c t i b l e  f r o m  F e d e r a l  Income.  T h i s  
causes a l e a k a g e  o f  t a x  f r o m  t h e  f e d e r a l  g o v e r n m e n t  to  t h e  S t a t e .  What 
t h e  1988 l o w  c a s e  T a b l e  8 b e l o w  shows t h a t  f o r  e v e r y  d o l l a r  o f  A l a s k a  
t a x  p a i d ,  t h e  t a x p a y e r  e f f e c t i v e l y  pays o n l y  78£ w h i l e  t h e  F e d e r a l  
gove rnm en t  l e a k s  22 t  o f  1 t  Lo t h e  S t a t e  ( $ 8 6 . 2  m i l l i o n  F e d e r a l  l e a k a g e  /  
$ 3 9 9 .3  m i l l i o n  S t a t e  t a x  l i a b i l i t y ) .

On t h e  o t h e r  ha n d ,  t h e  d e d u c t i b i l i t y  o f  p r o p e r t y  t a x e s  ( g e n e r a l l y  
l e v i e d  a t  t h e  l o c a l  g o v e r n m e n t  l e v e l ) ,  e r o d e s  t h e  t a x  base  o f  t h e  S t a t e .  
The e s t i m a t e d  l e a k a g e  o f  t a x  f r o m  t h e  S t a t e  t o  l o c a l  g o v e rn m e n t  e s t i m a t e d  
unde r  t h i s  a l t e r n a t i v e  1s p r e s e n t e d  1n t h e  t a b l e s  b e l o w .  The 1988 lo w  
case  Ta b le  8 I n d i c a t e s  a l e a k a g e  f r o m  m u n i c i p a l  p r o p e r t y  t a x e s  o f  $ 7 .5  
mi 1 l i o n .

I n f l a t i o n  E f f e c t s

I n f l a t i o n  a d j u s t m e n t s  a r e  p r e s e n t  1n t h e  e x e m p t i o n ,  d e d u c t i o n  and 
income l i m i t  amounts  o f  t h i s  t a x  a l t e r n a t i v e ;  h o w e v e r ,  t h e  l a c k  o f  
I n f l a t i o n  a d j u s t m e n t  t o  t h o  t a x  b r a c k e t s  In  t h e  r a t e  s t r u c t u r e  w i l l  
n e c e s s a r i l y  l e a d  to  b r a c k e t  c r e e p .  What t h i s  mean's i n  p r a c t i c a l  t e r m s ,  
1s t h a t  t a x p a y e r s  may be no b e t t e r  o f f  1n any r e a l  sense ( t h e i r  In co m e , 
a f t e r  a d j u s t m e n t  f o r  I n f l a t i o n ,  1s no g r e a t e r )  b u t  may have to  pay

g r e a t e r  p o r t i o n s  1n t a x .  T h i s  can be m i t i g a t e d  w i t h  I n f l a t i o n  In d e x e d  
t a x  b r a c k e t s .
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TABLE 8
1988 TAX ALTERNATIVE ONE

LOW ECONOMIC SCENARIO

WAGE 1 SALARY1 ADJ GROSS IIICOME TAXAIUEINCOME NUMBER OF EXEMPTIONS VALUE OF EXEMPTIONS 11 EMI 2 ED DEDUCUONS STANDARDDEDUCTIONS
N PC Til SUM SUM SUM SUM SUM SUM SUM

ACI GROUP
toss 2878 1.19 26309170.00

0

-61678792.91 9522088.97 7805.00 15093065.29 21978299.00 8361981.80
50 10 510000 53355 22.06 298999609.00 305298080.85 51 1 03988.58 78669.00 153385050.00 182077568.76 163839035.70
510001 10 520000 99990 20.96 668219299.00 769719577.88 3617)1133.07 91719.00 178829750.00 196100662.73 156198215.60
520001 TO 5 3 0 0 0 C 36082 19.921 822338578.00 993559133.02 567599932.03 82151.001 160156933.31 178839871.92 110198161.10
530001 10 590000 28778 11.901 971951190.00 1072829850.36 711225185.161 77363.001 150610013.87 177719720.99 73655960.10
5“10001 TO 550000 22390 9.261 973365388.00 1068291985.88 '796097930.251 65702.001 127937517.15 165810358.80 99977736.20
5S0001 TO 560000 15856 6.561 815676730.00 923230676.83 661901990.791 98533.001 99969911.631 152000537.93 23590605.70
560001 TO 570000 11225 9.691 683752605.00 777522186.01 575697919.091 35398.001 68617109.911 118871796.80 12966000.00
570001 TO 580000 7883 3.26 I 592298283.001 636899305.28 982688052.221 25290.001 98879109.891 99935768.96 7230900.00
580001 TO 590000 5208 2.151 398926188.001 985165679.57 376776961.751 16585.001 31662399.511 69861199.66 9521200.00
590001 TO 5100000 329 3 1.391 256769893.001 399859198.09 277822663.891 10278.001 19120685.921 98597255.19 2590200.00
5100001 TO 51S0000 9837 2.001 925160325.00 i 668888559.51 598327386.291 153/3.001 25887775.211 87967998.02 3339900.00
51 SO001 TO 5200000 912 0.17| 90720223.001 91310515.75 80761636.751 1223.001 793708.821 9273920.18 295100.00
5200001 TO 5300000 55 0.021 9709336.001 22032721.97 20973895.201 128.001 6099.291 1997327.53 22000.00
5300001 TO 5900000 93 0.09 | 15285995.001 99902551.79 ' 91886181.281 297.001 o.ool 2830620.96 69000.00
OVtR 5900000 79 0.031 17398776.001 75399772.03 71079699.611 260.001 1950.00| 9216627.92 28000.001
TOTAL 291869 100 16910821933.00 18173120996. 79 5589670039.371 556699.0011075395979.20|1512073933.90 616707996.201



TAX LIABILITY PFD TAXAOLC PAID fROM FEDRl TAX
TAX LIABILITY PTD MOMIAXADLE

LEAKAGE TO MUIIICAPAIITI- ES
SUM SUM SUM SUM

AGI GROUP 
LOSS 899316.93 226806.72 880081.22 16668.33
(0 10 $10000 2616119.16 98110.72 1839506.061 26833.16
',1 0 0 0 1 TO 020000 17051601.69 579771.33 15060091 .65 166253.58
S200D1 TO $30000 30516317.62 2311360.21 28172968.67 652611.10
$1000 1 TO $60000 62108721.07 5601201.68 39617650.37 829369.83
$$0001 TO $00000 67133370.87 8630565.22 66766018.51 1029036.05
$00001 TO $60000 66668609.82 10625030.21 62737368.02 1020586.71
$60001 TO $70000 61869107. 581 10615382. 12 60358933.79 962931.36
$70001 TO SS0000 37367186.111 9777395.26 36239920.771 808293.19
$80001 TO $90000 30927599.361 8696676.62 30166561.351 650313.70
$90001 TO $100000 26391862.251 6966269.62 23886628.651 653872.72
$100001 TO $150000 52969086 .811 15376563.61 52166393.621 925385.99
$150001 TO $200000 9159567.691 2690960.93 9087926.391 123591.08
$200001 TO $300000 2681239.561 681666.79 2673306 .56 | 15396,97
$300001 TO $600000 5376237.331 1665019.79 5356628.531 63806.51
OVER $600000 9756615.971 2731796.67 9760973 . 67 I 60766.87
TOTAL 399272137.361 86250091.1 1 382686716.861 7561809.13



$

UAGE 1 SALARY1 ADJ CROSS INCOME TAXABLEINCOME INIMOER OF | EXEMPTIONS | VALUE OF EXEMPTIONS ITEMI2ED DEOUCIIUIIS STANDARDOLUIICIIUNS
N PCTN nc AH MEAN MEAN MEAN 1 MEAN MEAN MEAN

AGI CROUP
loss 2878 1.19 91 $ 1 . $ 8 -21698.36 3308.58 2.711 5266.29 7636.66 6393.8$
SO 10 S10000 53355 22.06 $657,681 5 7 $ 8.0 9 957.80 1.671 2876.80 3612.57 3299.02
S10001 TO $20000 69690 20.$6 13502.01 15587.0$ 7308,77 1.851 3613.35 3962.63 3600.95
$20001 10 $30000 36082 1$ . 92 22790.83 26205.611 15730 .831 2.2S| 6638.691 6956.68 6013.63
$30001 10 $$0000 28778 11.90 33756.73 37330.101 26716.201 2.691 5233.511 6175.56 6292.56
$$0001 to $soooo 22390 9.261 $3$73.22 67761.871 , 33322.821 2.931 5716.051 7605.55 6509.95
$50001 10 $60000 15856 6.56 51662.78 58303.171 61766.561 3.061 5957.961 9586.311 6710.01
$60001 10 $70000 11225 $ . 6 $ 1 60913.371 69361.161 51287.081 3.15| 6112.881 10589.91 I 6726.56
$70001 TO $80000 7883 3.261 68793.391 80930.781 61231.521 3.21| 6200.571 11979.671 6759.97
seoooi io $90000 5208 2.151 76598.731 93283.151 72365.81 I 3.18| 6079.561 13616.21| 6860.69
$90001 TO $100000 32$3 1. 3$ 1 79175.111 107967.901 85668.61 1 3.171 5895.991 16969.861 6875.62
$100001 10 $150000 $837 2.00| 87897.521 138371.651 113361.051 3.18| 5352.031 18186.671 5129.65
$150001 TO $200000 $12 0.171 98835.691 221627.671 196023.391 2.97| 1805.121 22508.301 6713.66
$200001 TO $300000 55 0.021 85626.291 600596.961 372251.731 2.331 109.991 27226.161 6600.00
S300001 TO $$00000 93 0 . 0$ I 166365.001 682823.161 650389.051 3.191 0 . 00 | 30976.611 5750.00
OVER $$00000 79 0.031 219606.761 966599.661 899679.051 3.29| 26.631 53375.031 6666.67
TOTAL 2$186$ 100 | 28573.171 33870.361 23090.131 2.30| 6666.281 6251.771 3795.61





TABLE 9
1909 TAX ALTERNATIVE ONE

LOW ECONOMIC SCENARIO

UAGE t SALARY ADJ GROSS INCOME TAXABLEINCOME NUMBER OF EXEMPTIONS 1 VAIUE OF ! EXEMPTIONS ITEMI2EODEDUCTIONS I S1ANOAKO 1 DCPUC T1ONS
H PCIH SUM SUM SUM SUM SUM SUM SUM

AGI GROUP
to s s 2727 1.19 29579758.00 -59527626.97 8539877.59 7970.00 19896327.69 21089905.50 8367769.76
so to SIOCOO 99750 20.81 232987396.00 286672325.8? 93820769.88 73786.00 197556000.00 176309962.61 163787805.25
S1 0001 TO $20000 98252 20.19 656298356.00 751585286.59 393897257.30 89031.00 178092000.00 195191890.35 157531673.01
020001 TO S30000 85369 19.80 812905077.00 923763680.89 598795272.96 79515.00 159008000.00 177599705.33 112597990.52
03000 1 TO S90000 28712 12.01 985791252.00 1070678566.88 706779190.621 76053.00 151998000.00 176830167.86 77262576.00
S90001 TO 050000 22522 9.92 989322698.00 1079621071.55 796927729.921 65638.00 131085200.65 166106723.06 98722923.85
050001 TO 060000 15998 6.67 819697795.00 928255968.79 661893839.951 98377.00 96615931.551 153682669.80 25767530.03
060001 TO 070000 11568 9.89 709321793.00 801060959.06 589753611.691 36355.00 72933399.69! 123193975.88 19963323.70
070001 TO 080000 8326 3.98 572609837.00 673113198.20 507520192.921 26733.00 53097891.181 100359852.331 8500826.99
080001 TO 090000 5626 2.35 931283215.00 523202739.79 909613126.681 17881.OOj '35189627.871 75257881.92 5220979.82
090001 TO 0100000 3692 1.52 288673205.00 399799853.99 311889369.951 11567.001 22398398.951 55279979.961 2997955.99
0100001 TO 0150000 5790 2.92 5122967 <2.00 802932875.56 655680697.131 18561.001 32805332.251 105319909.191 9263216.36
0150001 10 0200000 591 0.23 56662960.00 119975168.33 105190079.891 1698.001 1339983.931 12180009.571 375576.60
0200001 TO 0300000 69 0.03 6216251.00 25806999.57 29055611.521 198.001 o.ool 1675688.051 29070.20
0300001 TO 0900000 106 0.09 18829975.00 98952899.76 95958399.831 356.001 396.691 3326953.301 95235.00
OVER 0900000 90 0.09 17208977.00 99199971.63 89697513.031 285.001 9000.001 9930533.901 79197.60
TOTAL 239033 100 7129129237.00 8959082929.26 5799357979.221 553909. 0011 096269835.30 1 1597727303. 111 630008195.07



TAX HADIim PFD TAXAOLE PAID FROM FCDRL TAX
TAX LIABILITY

proIIOMTAXADLE
LEAKAGE TO MUHICAPAlI TI­ES

SUM SUM SUM SUM
AGI GROUP
LOSS 808923.16 208229.55 790731.76 12881.09
SO TO S10000 2115386.81 79229.36 1567795.78 25258.59
S10001 TO S20000 16316172.68 570191.30 19261707.09 166959.98
020001 TO $30000 29677995.73 2259090.19 27253699.19 995791.36
$30001 TO S<<0000 92203555.051 5512958.96! 39579987.13 896028.86
O',000 1 TO $50000 97992576.991 8720759.051 99917159.87 1050869.83
$50001 TO $60000 99U6327 9.291 10995792.781 92808962.571 1021133.69
$60001 TO $70000 92959318.61 I 10911696.961 91300160.27! 975951.39
070001 TO $80000 39319879.251 1 0315268 . 98 I' 38096399.561 857508.83
$80001 TO $90000 33206170.171 9098697.081 32305800.59| 685111.56
$90001 TO $100000 27393323.701 7815786.381 26786925.381 512139.89
$100001 TO $150000 63292606.101 18363933.371 62210257.911 1110627.65
$150001 TO $200000 11856187.391 3269577.901 11753508.981 160691.83
$200001 TO $300000 ,. 3127935. 981 789508.261 3116691.981 22939.53
$30000 1 TO $',00900 5788830.781 1525859.991 5769690.781 96897.36
OVER $900000 12901223.391 3352803.971 12383359.391 98385.63
TOTAL 922712359.591 93233273. 09 | 909891226.661 7987721.85



H PCTH
UAGE 8 SALARY1 ADJ CROSS 1 INCOME 1 TAXABLE INCOME | NUMBER OF EXEMPTIONS VALUE OF EXEMPTIONS 1 ITEMIZED 1 DEDUCTIONS 1 STANDARD [ DEDUCTIONS

MEAN MEAN MEAN MEAN MEAN |. MEAN MEAN
AGI GROUP
LOSS 2727 1.19 9013.98 -21385.16 3131.60 2.79 5999.201 7731.91 9575.05
SO TO S10000 99750|20.81 9683.16 5787.85 .880.82 1.98 2965.951 3593.81 3938.61
S10001 TO C20000 98252|20.19| 13601.97 15610.59 7127.11 1.85 3689.891 9099.27 3731.03
$20001 TO S 30 000 35369119.801 22969.91 26168.20 15519.87 2.25 9995.691 5021.39 9191.93
$30001 TO $$0000 28712112.01 39332.03 37392.30 29615.98 2.65 5292.19| 6158.75 9920.31
$10001 TO SSOOOO 22522 9.92 93926.95 97771.55 33169.36 2.91 5820.321 7375.31 9631.02
$50001 TO $60000 15998 6.67 51398.15 58278.22 91500.12 3.03 6058.181 9636.99 9883.91
$60001 TO $70000 I 11568 9.89 60885.36 69393.92 50931.97 3.19 6261.531 10695.66 9926.20
$70001 TO SfiOOOO 8326 3.98 68773.10 31019.88 60956.06 3.21 6371.351 12053.79 9935.82
$80001 TO $90000 I 5626 2.35 76658.991 93196.29 71918.99 3.18 6259.821 13376.80 5059.19
$90001 TO $100000 I 3692 1.52 79262.271 108989. 93j 85636.89! 3.18 6136.301 15178.97 5133.99
$100001 TO $1500001 57901 2.921 88979.581 138637.33! 113293.691 3.21 5665.86 18189.10 5329.02
$150001 TO $2000001 5911 0.231 109737.951 220891.351 199936.371 3.05 2975.99 22513.831 5216.39
$200001 TO $3000001 691 0.031 97128.921 903226.561 375868.931 2.31 0.00 26182.63 9819.09
$300001 TO $9000001 1061 0.091 177636.561 961819.761 928852.781 3.36 3.27 31386.351 6399.00
OVER $900000 i 90 I 0.09| 191205.301 1070397.901 996083.981 3.17 99.99 99228.151 9999.85
TOTAL 12390531 100 | 29829.871 35968.601 29290.831 2.32 9586.27 6979.951 3959.83



1 AX LIADIlin ITO TAXABLE PAID FKIII1 rtDKL TAX
TAX LIABILITY PI 0 IIOIIT AXADL E

LEAKAGE 10 NUIIICAPALITI-ES
MC ATI T1EAH MEAN MEAN

AGI GKOIir
LOSS 296.65 76.56 289.96 6.72
SO TO 510000 62.52 1.59 51.511 0.51
510001 TO 520000 558.15 11.82 295.571 5.65
520001 10 550000 859.08 65.87 770.551 12.60
550001 TO 560000 1669.89 191.99 1578.551 29.67
500001 TO SSOOOO 2106.50 587.21 1996.571 66.66
5S0001 TO 560000 2815.10 656.99 2686.251 66.05
560001 TO 570000 5715.201 965.271 5570.21 1 86.52
570001 TO 580000 6721.961 1258.921 6569.581 102.99
580001 TO 590000 5902.271 1617.261 5762.251 121.78
590001 TO 5100000 7521 . 51 I 2166.011 7556.871 160.62
5100001 TO 5150000 10922.751 5171.581 10766.651 191.82
5150001 TO 5200000 21915.521 6065.581 21725.521 297.05
5200001 TO 5500000 68866.181 12257.961 68698.50| 551.60
5509001 TO 5600000 56611.611 16596.901 56585.881 662.65
OVER 5600000 157791.57| 57255.581 157592.881 557.62
TOTAL 1768.651 590.061 1695.661 55.62



TABLE 10
1990 TAX ALTERNATIVE ONE

LOW ECONOMIC SCENARIO

MAGE 1 SAURY ADJ GROSS INCOME TAXAniE INC (IHE 1 NUMBER OP 1 EXEMPTIONS VAlUk' OF EXEMPTIONS ITEMIZEDDEDUCTIONS STANDARD DEDUC11 DNS
tl PCIH 5UI1 sun sun SUM SUM SUM SUM

AGI GROUP
10SS 2622 1.13 25526126.00 -59911695.16 11333931.23 7222.00 19955107.50 21076660.99 8983328.09
SO 10 S10000 95296119.52 209913189.00 260591560.89 35961691 . 15 67919.00 190990635.971 168623009.08 158979657.30
SI0001 10 S20000 99893119.39 607363529.00 $99222551.80 309927139.851 81799.00 171067780.80 188890899.23 159317118.76
$2000! 10 $30000 33958119.63 775758196.00 888313989.07 520665780.69 79992.00 156725679.60 179691883.02 113826028.76
$30001 TO $90000 27907112.03 956569806.00 1090705076.59 680127666.79 72698.00 151780933.39 175199597.99 79195997.52
$00001 TO SSOOOO 22315 9.62 978808639.00 1069817998.92 733981817.95 69267.00 139250981.18 166793279.85 51893937.69
SS0001 TO $60000 16087 6.93 828975379.00 9366110)1.96 663039989.91 98500.00 101311016.69 155989373.02 28052083.90
$60001 TO $70000 11938 5.19 729829159.00 826709391.16 605959012.30 37315.00! 77766208.92 127319981.191 16399795.37
$70001 TO $80000 8778 3.78 609631162.00 710172238.27 532791585.96 28093.001 58339638.05 106166096.961 9759999.30
$80001 TO $90000 6192 2.67 971880182.00 576217397.26 993325723.96 19739.001 90637328.281 83988960.271 6193680.98
$90001 TC $100000 9132 1.78 328907895.00 999702995.62 350006028.77 13195.001 26701728.731 61969092.391 3612900.38
$100001 TO $150000 69521 3.00 609539110.00 969898535.81 785156790.35 22506.001 91902973.581 127339108.981 5737862.59
$150001 TO $2000001 7091 0.31 77927061.00 153190599.32 1.'•3381755.73 2237.001 2913390.311 16365853.281 561657.79
$200001 TO $300000] 791 0.03 8081215.00 27081756.16 25212211.63 198.001 9600.751 1756 793.78 I 97173.20
$300001 TO $9000001 1101 0.05 17519133.00 53161612.12 98798186.391 372.001 2370.191 9237955.581 72153.50
OVER $900000 i 1 00 I 0.09 18918257.00 100897567.87 95297989.781 312.001 2091.601 5956169.191 73015.70
TOTAL 12320681 100 7293137973.00 8692281137.11 5973859191 81| 590709.0011118856919.9711585253597.67| 691695785.17
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UAGE t SALARY ADJ GROSS 1 TAXABLE INCOME 1 INCOME NUMBER OF EXEMPTIONS VALUE OF 1 ITEMIZCD EXEMPTIONS I DEDUCTIONS STANDARDDEDUCTIONS
M PCTH MEAN MEAN | MEAN MEAN MEAN I MEAN MEAN

ACI CROUP 
ios; 2622 1.13 9735.36 -20990 .711 4322.44 2.75 5703.70l 8038.39 4828.30
so 10 sioioo 45296119.521 4623.221 5778.601 782.89 1.49| 3112.651 3722.69 3619.63
$10001 10 $20000 44893119.341 13529.141 15611.831 6903.69 c 1.821 3810.571 4207.58 3881.24
S2C001 TO $30000 33958114.63 22844.641 26213.991 15332.64 2.211 4615.281 5142.88 4313.39
$30001 TC $40000 27907112.03 34276.881 37342.751 24371.22 2.60| 5438.611 6277.98 4594.03
$40001 TO $50000 22315 9.62 43863.26 47773.231 32891.86 2.881 6016.151 7472.25 4786.82
$50001 TO $60000 16087 6.93 51499.68 58301.341 41215.89 3.011 6297.691 9696.61 5092.05
$60001 TO $70000 11938 5.14 60715.71 69348.991 50716.54 3.13 6514.171 10664.64 5131.38
570001 TO $80000 8778 3.78 68880.29 81005.161 60696.24 3.20 6646.121 12094.57 5193.98
(60001 TO $90000 6192 2.67 76208.04 93223.971 71596.531 3.19 6562.881 13483.36 5280.21
$90001 TO $100000 4132 1.78 79479.15 107650.071 84706.201 3.18 6462.181 14996.15 5320.91
$100001 TO $150000 6952 3.00 87675.24 138827.131 112939.401 3.24| 6027.471 18316.90 5597.91
$150001 TO $200000 709 0.31 109206.01 216065.651 188126.591 3.16 3403.871 23083.01 5506.45
$200)01 TO $300000 79 0.03 102293.86 342807.041 319141.921 2.511 121.531 22237.26 5896.65
$300301 TO $400000 110 0.05 159264.85 483287.381 443165.331 3.38 21.551 38522.32 6559.41
OVER $400000 100 0.04 189182.57 1018662.301 952474.851 3.12 20.921 54561.64 5616.59
IOTA. 232068 100 31211.27 37538.411 25741.851 2.33 4821.251 6830.99 4149.31



TAX LIABILITY TFD TAXABLE PAID FROM FEDRL TAX
TAX LIABILITYproMOMTAXADLE

LEAKAGE TO MUNICAPAL111- E5
MEAN MEAII MEAN MEAN

AGI GROUP »
toss 458.69 114.56 451.05 5.55
SO TO 010000 58.00 1.42 27.81 0.40
S10001 TO 020000 526.55 10. 98 284.84 5.51
S20001 10 $50000 855.22 64.09 765.65 12.66
030001 TO $40000 1465.45

_____________ (
192.591 1575.24 29.57

040001 TO SS0000 2098.65 585. 45< 1987.99 46.51
550001 10 C60000 2795.56 652.761 2667.92 64.18
$60001 TO $70000 5696.26 957 . 4 1 | 5554.05 84.05
S70001 TO $80000 4704.27 1255.0 1 1 4552.59 102.82
$80001 TO $90000 5869.10 1602.171 5709.52 122.85
$90001 TO $100000 7402.97 2127.281 7256.77 158.95
$100001 10 $150000 10844.84 5142.951 10665.22 192.01
$150001 TO $200000 20904 .64 j 5790.641 20710.811 515.16
$200001 TO $500000 . 40107.051 10281.70| 59921.681 556.90
$500001 TO $400000 56702.451 15075.821 56474.651 520.60
OVER $400000 151014.791 56684.141 150801.551 504.88
TOTAL 1911,22| 452.151 1854.581 56.56



TABLE 11
1991 TAX AL1ERNATIVE ONE

LOW ECONOMIC SCENARIO

IIAGC t SALARY ADJ CROSS nicmn: 1 TAXABLE ! 1IICOMC HUMBER OF EXLflP 1 1 OIIS 1 VAIUF nr 1 EXLnPIlOMS iirMi/ru uruuciions STANDARD DEDUC1 11)116
N PCTII SUM SUM ! SUM SUM SUM SUM SUM

ACI CROUP
LOSS 2919 1.07 22722616.00 -98966607.65 9697792.17 6669.00 16568915.66 19575019.26 8189163.56
SO 10 SIOOOO 92107 18.55 193833389.00 251699360.09 29806371.81 62257.00 136176587.00 163615128.15 155637229.09
010001 10 020000 92052 18.79 573937888.00 663765627.56 285202366.27 76780.00 167937635.00 185611326.71 158306621.37
070001 10 030000 32999 19.53 751855960.00 861619293.61 697522399.55 71271.00 155885061,00| 173732269.71 115890927.76
030001 10 S50000 27296 12.001 933776569.00 101662)637.12 658895697.62 69662.00 151728671.991 172656130.28 61060630.83
050001 10 SSOOOO 21893 9.621 956268657.00 1062692681.52 713251660.92 6)608.00 135056358.561 165878703.67 56379153.88
SS0001 10 060000 161091 7.091 828050505.00 938350265.57 660757123.36 57990.00 106866269.601 156683062.18 30606753,85
S60001 TO 070000 122921 5.911 796798993.00 851055079.66 619660366.65 38192.00 83306535.061 131753600.07 18235957.05
07 0001 io oaoooo 9227| 9.061 639799096.00 765792375.32 556753370.831 29335.00 63852393.501 111702116.27 11195935.36
080001 10 090000 65551 2.90| 509395180.00 613002696.62 669110985.061 20956.00 65309622.991 89262122.52 7096186.65
090001 10 0100000 9516| 1.991 358621982.00 689577935.00 383977350.961 19663.00 30759375.321 68386060.98 5302698.56
0100001 TO S1S0000 79821 3.521 707583869.00 1107770863,76 898085567.761 25739.001 51258266.521 166665076.28 7255196.80
S1S0001 TO 0200000 9171 0.90| 95826032.00 .202928533.36 176850929.201 2695.00 3572277,851 20661826.31 806320.92
0200001 TO 0300000 911 0.09| 8526371.00 36985309.75 32259030.011 211.001 6936.161 2118138.57 87368.32
0300001 TO 0900000 911 0.09| 19571967.00 66561391.76 61317990.671 306.001 3398.361 3078602.71 89206.50
OVER 0900000 82J 0.09| 18777337.00 81885809.63 78166222.521 259.001 o.ool 3599987.11 59956.20
101 Al 1227 0 SO| 100 | 7399775161.00 8885917250.63 6111062756.121 528567.0011166166086.2211616333128.97 652769859 56
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UAGE I SALARY ADJ GROSS
income

TAXADLE1IICUI1E HUHDCR OF EXEMPTIONS VALUE OF EXEMPTIONS 11EM12CO 1 DEDUCTIONS 1 STANDARDDLllUCIlUNS
N PCIH (1C AH MEAN MEAN MEAN MEAN MEAN ! MEAN

AGI GROUP
I OSS 2419 1 .07 9393.39 -20284.34 4009.01 2.75 5981.36 8091.781 5058.15
50 to 510000 42107 18.55 4603.351 5765.59 707.87 1.48 3234.061 3880.95 3778.68
S10001 10 520000 42552 18.74 13480.87 15631.26 6702.44 1.80 3946.641 4357.29 4047.72
520001 10 530000 32994 14.53 22787.64 26162.92 15079.IB 2.16 4724.651 5265.57 4470.58
5300 01 10 $'<0000 27248 12.00 34269.55 37354.71 24181.43 2.55 5568.431 6336.47 4759.25
540001 10 $50000 21843 9.62 43778.26 47788.28 32653.11 2.83 6183.051 7594.14 4978.86
550001 10 550000 16104 7.09 51418.93 58344.23 41030.00 2.98 6510.45 9729.45 5287.21
550001 10 570000 12292 5.41 60750.81 69338.04 50393.78 3.11 6777.30 10718.65 5347.79
570001 10 580000 9227 4.06 68792.58 80950.00 60339.59 3.18 6920.17 12106.01 5427.02
580001 10 $90000 6585 2.90 76590.00 93246.53 71239.33 3.18 6880.73 13552.33 5503.64
590001 10 5100000 4516 1 .99 79411.31 108457.67 85025.V8 3.20 6811.20 15143.06 5646.59
5100001 10 5150000 7982 3.52 88647.44 138853.20 112513.84 3.22 6421.731 18346.91 5888.96
5150001 10 5200000 917 0.40 104499.49 220750.85 192857.61 3.16 3895.611 22531.98 5786.48
5200001 10 $300000 91 0.04 93696.38 378959.39 354384.95 2.32 76.221 23276.25 5823.22
5300001 10 S400000 91 0.04 159032.60 439465.84 454043.85 3.36 37.341 33828.60 6371.89
OVCR 540(1000 82 0.04 228991.91 998607.43 953222.23 3.16 0.001 43902.2S 5449.65
101AL 1227050 100 32370.73 39219.30 26915.05 2.33 5039.27 7110.06 4339.57



TAX LIABILITY PID TAXABLE PAID FROM PLUKL TAX
TAX LIABILITY

protlOIITAXAOLE
LEAKAGE TO MUIilCACAL I T I- CS

MEAN MCAII MEAH ME AII
AGI GROUP
LOGS 395.9S 101.58 387.25 5.75
SO TO tlOOOO 35.66 ' 1.26 25.12 0.52
710001 TO S20000 316.90 10 .85 276.59 3.21
$20001 TO $30000 £20.16 62.70 753.68 12.38
$3000 1 TO S50000 1560.75 195.07 1371.85 29.51
$50001 TO $00000 2093.09 381.011 1985.00 56.51
$50001 TO $60000 2795.01 651.12! 2668.88 63.79
$60001 TO $70000 3672.92 932.351 3531.751 83.55
$70001 TO tSOOOO 566B.92 1225.051 5517.651 102.31
080001 TO $70000 5835.39 1595.851 5675.931 123.71
$90001 TO $100000 7555.59 2125.081 7288.351 137.20
$100001 TO $150000 10791.10 3156.191 10611.601 193.96
S1500U1 TO $200000 21537.56 5989.781 21351.87 I 299.91
$200001 TO $300000 55607.55 11355.321 55533.351 306.76
$36 000 1 TO $'.00000 58366.77 15856 . 1 11 58152.321 501.01
OVER S'.OOOOO 131090.30 35851.651 130875.271 598.13
TOTAL 2025.551 565.611 1957.311 38.63



TABLE 12
1992 TAX ALTERNATIVE ONE

LOW ECONOMIC SCENARIO

UAGE t SALARY ADJ GROSS INCOME TAXADLEINCOME HUnDCR OF 1 EXEMPTIONS I VALUE OF EXEMPTIONS ITEMI7TD DEDUCTIONS STANDARDDEDUCTIONS
H PCTN SUM sun sun sun I sun sun SUM

AGI GROUP
LOSS 2264 1.03 21510055.00 -48921117.13 8114347.25 6330.001 14384194.44 18863524.74 8114243.02
JO TO 1 0000 38092 17.35 173424469.00 218101755.25 23788322.16 56474.001 129185347.20 155174388.061 147773688.14
S10001 TO520000 39603 18.04 531457697.00 618621308.98 257937418.47 70168.001 160509454.00 179307812.241 155171903.87
520001 TOS30000 31514 14.35 715441887.00 822644758.59 467034651.20 66914.001 153042727.60 170561026.02 117073787.49
530001 TO540000 26099 11.89 884436553.00 969951666.68 620734000.89 652S4.00| 149178971.20 169210251.17 81851749.25
540001 TO550000 21295 9.701 925620350.0011017112468.21 690264912.17 59416.001 135753966.36 163329146.61 56694376.20
550001 TO560000 16056 7.311 824716113.00 935551453.61 654404147.90 47366.001 108233956.20 157095074.37 32663999.51
560001 TO570000 12422 5.66| 752396329.001 862414743.02 624635B80.il 38291.001 87347154.61 133696562.59 20038019.25
570001 TO580000 9564 4.36| 657913473.001 773528676.35 573470189.91 30524.001 69524885.52 116622587.60 12731926.80
580001 TO590000 7028 3.201 536363704.001 655323705.91 500347250.32 22269.001 50447780.07 95256782.34 8239646.80
590001 TO5100000 4866 2.22! 385216038.001 526313960.95 409804453.11 15613.001 34820123.27 74625087.75 5142120.00
5100001 TO5150000 9346 4.261 835105299.0011304899322.58 1055418619.10 30255.001 63751156.731 171645717.94 8996436.00
5150001 TO5200000 1171 0.531 126341782.001 258367717.96 224494628.73 3716.001 5403653.061 26731036.171 1093440.00
5200001 TO5300000 143 0.071 13834587.001 50797706.62 47043251.32 378.001 28787.041 3532868.261 131494.40
5300001 TOS400000 37 0.021 5966913.001 17275554.88 16280573.60! 110.00 o.ool 939781.281 47270.00
O'/CR 5400000 S4 0.04 1 16066422.001 77910048.33 73140582.271 275.001 0.00 | 4644666.061 65783.00
TOTAL 219584 100 1740581 1671.0019060393730.75 6246913228.491 513353.00|1 161612157 . 3111641236 31 3.68| 655934838.73



TAX LIAI3ILITY pro TAXADLE PAID TROM ELDHL TAX
TAX LIABILITY

proIIOII1AXADLE
LEAKAGE TO ntJHICAPAlI TI­ES

sun sun sun sun
AGI GROUP 
LOSS 795687.66 206310.63 779763.06 11956.67
SO TO S10000 1190966.62 69B10.19 358601.13 13962.27
S10001 TO 020000 12160871.65 606609.81 10587816.86 123358.66
020001 TO 030000 25687672.16 1950395.30 23628666.66 379028.15
030001 TO 000000 37599663.16 6962217.96 35322102.52 750218.21
000001 TO 050000 66680283.59 8005716.99 62189380.67 969291.06
050001 TO 060000 66668919.03 10369611.73 62666930.091 1026817.55
060001 TO 070000 65631976.16 11619068.37 63961666.561 1032769.93
070001 TO 080000 66362325.70 11591927.63 62922652.661 978010.63
080001 TO 090000 61079226.67 11190386.11 39962027.681 872395.31
090001 TO 0)00000 35766562.351 10208858.59 36958009.1 1 1 677680.77
0100001 TO $150000 101205611.671 29695615.21 99521833.281 1790557.11
0150001 TO 0200000 26950636.791 6931801.88 26718510.651 355159.25
0200001 TO 0300000 5916369.391 1532680.58 5836965.391 65659.03
0300001 TO 0600000 2092857.17| 586000.01 2086853.171 9511.71
OVER 0600000 10005660.631 2710828.15 9987566.631 62710.18
TOTAL 677602697.561 112015637.13 659796663.671 9076886.07



WAGE 1 SALARY ADJ GROSS INCOME TAXAMEINCOME NUMOER OF EXEMPTIONS
VALUE OF 1 1TCMIZCD | STANDARD EXLMP 11ONS 1 DC DUC 1 1 (INS 1 DIDUCT UNIS

11 PC III MCAH HCAI1 MEAN MCAN MCAN 1 MCAN | MEAN
AGI GROUP 
LOSS 2266 1.03 9500.91 -21656.09 3586.08 2.80 6353.6a| 8331.95l 5336.81
CO IO 510000 38092 17.35 6552.78 5750.26 626.50 1.68 3391.601 6073.671 3968.89
510001 IO S20000 19601 16.06 13619.63 15652.98 6513.08 1.77 >.052.961 6527.631 6226.50
020001 10 530000 11516 16.35 22702.15 26162.22 16819.91 2.12 6856.361 5612.231 6666.13
5J0001 10 5A0000 26099 11.89 33887.76 37219.96 23783.82 2.50 5715.891 6683.601 6953.21
560001 TO 550000 21295 9.70 63666.56 67816.86 32616.611 2.79 6376.921 7669.861 5198.93
550001 TO 560000 16056 7.11 51366.98 58160.70 60757.611 2.95 6761.031 9786.201 5698.91
560001 TO 570000 12622 5.66 60569.66 69515.96 50286.65 3.08 7031.651 10762.891 5567.66
570001 10 560000 9566 6.36 68790.62 61006.25 59961.33 3.19 7269.661 12193.911 5658.22
580001 TO 590000 7025 3.20 76318.11 93662.12 71193.60 3.17 7178.111 13553.901 5768.71
590001 TO 5100000 6866 2.22 79166.82 108206.00 86217.93 3.21 7155.801 15336.021 5863.31
5100001 TO 5150000 9366 6.26 89356.30 139680.96 112927.31 3.26 6821.221 18365.691 6103.62
5) 50001- TO 5200000 1171 0.53 107892.21 220638.53 191711.89 3.17 6616.561 22827.531 6177.63
520000) TO 5500000 163 0.07 96765.36 355228.72 328973.79 2.66 201.311 26705.371 6261.66
5100001 TO 5600000 37 0.02 161267.92 666906.89 660015.50 2.97 0.001 25399.691 6752.86
OVER S600000 06 0.06 191266.93 927500.58 870721.22 3.27 O.OOl 55293.661 5980 73
TOTAL 219586 100 33726.55 61366.55 , 28668.85 2.36 5296.061 7676.301 6557.79



TAX LIABILITY pro TAXADLE PAID TROM 1 rEDRl TAX
1TAX LIABILITY PFD1 KOIITAXAQLE

LEAKAGE TO MUIUCAPALITI- ES
MEAH ME All MEAN MEAH

AGI GROUP
LOSS 351.36 90.29 399.91 5.28
SO TO 510000 31.27 1.311 22.59 0.37
510001 TO 520000 306.56 10.271 267.35 3.11
520001 TO S30000 808.771 61.89 793.93 12.03
530001 TO $90000 1990.651 190.13 1353.39 28.75
500001 TO $50000 2088.771 375.99 1981.19 95.52
550001 TO $60000 2780.82 695.89 2656.01 63.83
$60001 TO $70000 3677.51 935.36 3537.39 83.19
$70001 TO $80000 9638.97 1212.09 9987.92 102.26
580001 TO $90000 5895.08 1592.26 5686.12 129.13
$90001 TO $100000 7350.30 2098.00 7189.19 139.27
5100C01 TO $150000 10828.79 3177.39 10698.60 191.59
$150001 TO $200000 21306.99 5919.56 21108.891 303.30
$200001 TO $3(10000 91359.23 10716.65 91167.591 317.90
$300001 TO $900000 56563.71 15837.89 56397.381 257.07
OVER $900000 119119.771 32271 .76 I 118899.391 508.95
TOTAL 2179.121 510.13! 2093.99! 91.39



The p r o j e c t e d  t i m e  p a t t e r n  g e n e r a t e d  f r o m  1970 
d a t a  can be used t o  t r a n s l a t e  t h e  p r o j e c t e d  t a x  
p r e s e n t e d  i n  t h e  t a b l e s  b e lo w  i n t o  g r o s s  r e c e i p t s  ( c o l .
3 ) ,  and n e t  r e c e i p t s  ( c o l .  4 )  by q u a r t e r  and f i s c a l  
Consumer P r i c e  I n d e x  ( c o l .  5)  1s used t o  d e f l a t e  o r  
r e c e i p t s  1n n o m in a l  d o l l a r s  t o  r e a l  1986 d o l l a r s  ( c o l .  6)  so we can 
compare e s t i m a t e d  1988 t h r o u g h  1992 p r o j e c t e d  f i s c a l  y e a r  c o l l e c t i o n s  t o  
a c t u a l  c o l l e c t i o n s  f r o m  1975 t h r o u g h  1979 .

L i a b i l i t y  to  C o l le c t io n s

-  1979 a c c o u n t i n g  
y e a r  c o l l e c t i o n s  
2 ) ,  r e f u n d s  ( c o l .  
y e a r .  The U. S. 
I n f l a t e  t h e  n e t

TABLE 13 
LIABILITY TQ COLLECTIONS 

TAX ALTERNATIVE ONE 
LOU ECONOMIC SCENARIO

--------------- USING HISTORICAL DATA-
GROSS NET NET REC GROSS NET NET REC

FY/Q RECEIPTS REFUNDS RECEIPTS CPI 186 FY/Q RECEIPTS REFUNDS RECEIPTS CPI 186
($■ noa) ( la  noa) ( la  noa) ( la  r e a l ) (la  noa) ( la  noa) ( la  noa) ( la  re a l)

36 • 325.98 86 325.98
75/1 118 I t 117 88/1 to I I (11)

12 125 to 125 12 10 10 (10)
13 127 12 125 13 11 13 (11)
/4 134 114 121 /4 180 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 11 145 12 1140 12 1138
13 147 113 134 13 1136 116 1120
/4 150 116 134 /4 1114 136 178

TOTAL 1178 131 1147 166.17 1288 TOTAL 1496 160 1437 354.17 1402

77/1 153 13 150 • 90/1 1112 16 1106
12 162 t l 161 12 1148 12 1146
13 177 115 163 13 1144 120 1124
/4 160 122 138 /4 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 11 142 12 1155 12 1154
13 142 16 136 1 3 1151 116 1135
/4 150 125 125 /4 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 11 141 12 1161 12 1159
I I 142 115 127 I I 1157 115 1141
H 147 131 116 /4 1126 134 193

TOTAL 1174 157 1117 205.22 1186 TOTAL 1566 155 1511 405.09 1411

-( 44 )-



TABLE 14
19B8 TAX ALTERNATIVE ONE

HOOERAH ECONOMIC SCENARIO

ADJ GROSS TAXADLE NUMDER OF VALUE OF ITEMIZED STANDARDUAGE 1 SALARY INCOME INCOME EXEMPTIONS EXEMPTIONS DEDUCTIONS DEDUCTIONS
N PCTH SUM SUM SUM SUM SUM SUM SUM

AGI GROUP
LOSS 3100 1.17 28281141.00 -61444490.96 11505727.51 8295.00 16031015.29 23199403.58 8920079.40
SO TO $10000 59403 22.42 270128023.00 338555016.00 56644579.29 85667.00 167031150.00 202316548.83 180501300.20
S10001 10 020000 54784 20.68 728S76SS0.00 851035482.08 404893280.60 98951.00 192938850.00 216241954.99 174005920.40
S2OO0I 10 tsoooo 3941 1 14,88 891007933.00 1030107863.38 623992788.56 88043.00 171646333.31 194628692.21 119972065.00
$30001 TO $40000 31031 11.71 10 3065017 9.00111507 99371.58 764557341.66 81746.00! 159257939.75 191698072.98 79069707.80
$40001 10 $50000 23954 9.04 1032909499.0011142649829.99 799475004.57 69458.001 135255859.461 178033078.14! 48153336.10
$50001 TO $60000 17163 6.46 882968616.00 998647869.191 716014053.731 51769.001 100765961.631 163584738.021 25302837.20
$60001 TO $70000 12206 4.61 742422172.00 844152753.331 625583999.211 38244.001 74256265.581 128844532.841 14164300.00
$70001 TO $60000 8524 3.22 588115204.00 688799061.321 522169281.65 I 27190.001 52566559.84 I 102377161.711 7935050.00
$80001 TO $90000 5672 2.14 432324512.00 528886838.011 411022653.001 17968.001 34313376.561 76079694.811 4994400.00
$90001 TO $100000 3549 1.34 282732742.00! 381335384.951 301526506.321 11218.001 20913480.421 54197458.581 2602100.00
$100001 10 S1S0000 5427 2.05 473620536.001 748821667.341 614044733.231 17285.001 29172404.621 98084229.491 3845000.00
$150001 TO $200000 470 0.18 47369847.001 101944043.671 90C63530.18| 1404.001 906224.67| 10364538.821 322300.00
$200001 TO $300000 49 0.02 4666366.001 18125990.201 16787484.761 116.001 8474.811 1277530.621 15200.00
$300001 TO S400000 95 0.04 15666462.001 46314279.44 I 42683468.921 339.001 o.ool 3489810.521 47100.00
OVER $400000 83 0.03 17633031.001 85184374.611 81601792.581 256.001 o.ool 3467582.031 42900.00
TOTAL 264921 100 7469072843. 00 18893916334 . 10 |6084571225.771 597949.0011155063895.9511647885028.16| 677894596.10



TAX LIADILITY PID TAXADLE PAID FROM TEORL TAX
TAX LIABILITY

proHOMTAXADLC-
LEAKAGE TO MUNICAPAIITI- ES

SUM SUM SUM SUM
ACI GROUP
LOSS 1139491.38 289502.30 1118881.76 16062.96
SO TO SIOOOO 2649711.60 92560.54 2005319.961 25714.20
$10001 TO $20000 19087811.92 632826.63 16865933.261 180350.94
$20001 TO $30000 33750017.79 2523345.31 31201146.18 484184.15
$30001 TO $40000 45363595.63 5713791.30 42700047.03 868484.41
$40001 TO $50000 50873608.331 9259129.781 48359133.12 1096208.94
$50001 TO $60000 48729794.941 11392222.911 46654414.26 1106448.?:
$60001 TO $70000 45599895.511 11575180.131 43965608.681 1027924.48
$70001 TO $80000 40497662.591 10630219.981 39283334.SB I 879302.83
$80001 TO $90000 33847757.731 9265441.261 32998061.051 702192.07
$90001 TO $100000 26394624.591 7541639.351 .25844031.831 495270.32
$100001 TO $150000 59289699.251 17210959.931 58388669.261 1029100.37
$150001 TO $200000 10149834.751 2753793.00| 10067992.591 134977.34
$200001 TO $300000 2167839.151 526329.561 2160361.651 16728.91
$300001 TO $400000 5466880.961 1513822.011 5446513.661 48619.29
OVER $400000 11239067.421 299,4065.261 11222319.921 51621.88
TOTAL i 436247293.561 93915329.251 418281769.081 8163192.01



WAGE I SALARY ADJ GROSS INCOME TAXATUEINCOME
NUMBER OF 1 VALUE OF EXEMPTIONS I EXEMPTIONS

ITEMIZED 1 STANOARD DEDUCTIONS 1 DCDUC11UNS
H PCTII MEAN MEAN MEAN MEAN 1 MEAN MEAN I MEAN

AGI GROUP
toss 3100 1.17 9122.95 -19878.52 3711.53 2.68| 5171.30 7983.t8| 9390.67
SO TO S!0000 59903 22.52 5557.38 5726.77 953.56 1.591 2811.83 3505.831 3295.25
010001 TO 020000 59785 20.68 13299.08 15570.76 7390.81 1.SI I 3521 .81 3957.171 3591.75
020001 TO 000000 395 1 1 15.88 22608.10 26192.07 10832.96 2.23| 5355.29 5938.551 3992.81
030001 TO S50000 31031 11.71 33213.57 37138.13 25638.;0 2.631 5132.22 6177.631 5275.73
000001 TO OSOOOO 23955 9.05 53120.55 57765.65 33375.53 2.901 5656.58 7532.291 5502.05
050001 TO 060000 17163 6.58 51556.05 58265.17 51835.00 3.021 5871.12 9531.251 5675.56
060001 TO 070000 12206 9.61 60829.36 69255.29 51252. 17 3.131 6083.59 10555.891 9701.06
070001 TO oaoooo 8525 3.22 68995.21 80939.96 61258.71 3.191 6166.89 12010.961 9790.17
0S0001 TO 090000 5672 2.15 76220.82 93376.91 72565.21 3.171 6059.61 13513.201 5806.93
090001 TO 0100000 3599 1.35 79665.57 107539.73 85960.98 3.161 5892.78 15271.191 9881.99
0100001 TO 0150000 5527 2.05 87271.15 138031.69 113196.26 3.191 5375.52 18073.381 5099.97
0150001 TO 0200000 570 0.18 100786.91 216902.22 191625.53 2.991 1928.19 22052.211 9966.15
0200001 TO 0300000 59 0.02 95231.96 369918.17 392601 .73 2.371 172.96 26072.051 5066.67
0300001 TO 0900000 95 0.09 165910.13 587518.73 559299.67 3.571 0.00 36735.851 5837.50
OVER 0900000 83 0.03 212996.16 1026323.79 983155.13 3.081 0.00 51778.101 9766.67
TOTAL 265921 100 28193.59 .’.36 55,15 22967.59 2.261 9360.03 6220.291 3777.50



TAX LIABILITY PFD TAXADLE PAID TROfl FEORL TAX
TAX LIABILITY PTD 
HOMTAXABLE

LEAKAGE TO 
MUrilCAPAL I TI­ES

MEAN ME AH MEAN mt ah

ACI CROUP
LOSS 367.SO 93.39 360.93 5.18
SO TO SI 0000 66.61 1.56 33.76 0.63
S10001 TO S20000 368.62 11.55 307.86 3.29
020001 TO 030000 S56.36 66.06 791.69 12.29
0 30 00 1 TO 060000 1661.88 186.13 1376.06 27.99
000001 TO OSOOOO 2123.80 386.56 2018.83 65.76
OSOOOl TO 060000 2839.26 663.77 2718.31 66.67
060001 TO 070000 3735.86 968.321 3601.97 86.21
070001 TO OSOOOO 6751.02 1267 .091 6608.56 103.16
OSOOOl TO 090000 5967.52 1633 . 56j 5817.71 123.80
090001 TO 0100000 7637.20 2125.001 7282.06 139.55
0100001 TO 0150000 10926.95 3171.361 10758.92 189.63
0150001 TO 0200000 21595.391 5859.131 21621.26 287.19
0200001 TO 0300000 66261.621 10761 .62| 66089.01 361.61
0300001 TO 0600000 57566.12| 15936.971 57331.72 511.78
OVER 0600000 135610.651 36073.081 135208.67 621.95
TOTAL 1666.711 356.501 1578.89 30.81



TABLE 15
1989 TAX ALTERNATIVE ONE

MODERA1E ECONOMIC SCENARIO

WAGE t SALARY1 ADJ GROSS 1IICOMC TAXAniE 1MCONC HUNGER OF EXEMPTIONS VALUE OF EXEMPTIONS ITEMIZED DEDUCT IONS STANDARDDEDUCTIONS
N PCTII SUN 1 SUN SUN SUN SUN SUM SUN

AGI GROUP
LOSS 3006 1.12 28070529.00 -64487886.75 12527197.24 8114.00 16054655.29 23485964.55 9031311.99
SO IO 010000 5(662 21.11 257635640.00 324767512.55 49707681.10 82012.00 164004000.00 201516525.51 188252971.03
010001 TO $20000 54308 20.24 720811102.00 844326258.27 390899175.82 97269.00 194522000.00 221137337.87 180274961.14
$20001 10 $00000 39735 14.81 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
$40001 TO $30000 24634 9.18 1062494637.00 1175937775.50 818647183.43 70535.00 140867549.44 183764348.07 52832562.28
$30001 TO $60000 1 7785 6.63 913542735.00 1035260965.561 739312225.991 53447.00 1067439.11 . 551 170569901,29| 28633225.61
$00001 TO $70000 13042 4.86 791237713.00 903171006.171 666591012.641 40429.001 80564991.871 138267945.761 16448045.34
$70001 TO $80000 9356 3.49 643333916.00 757004148.901 571722995.341 29782.00) 59048005.951 112581320.481 9607889.88
$80001 TO $90000 6388 2.38 486846827.00 595002856.861 460538317.141 20259.001 39829895.911 85622644.161 5926512.78
$90001 TO $100000 4223 1.57 333768399.00 456522662.611 360691218.15| 13467.001 26015499.13| 63676806.251 3515644.80
$100001 TO S1S0000 6717 2.50 592160693.00 933514844.651 763688792.711 21486.001 37687267.221 122155700.731 5090038.56
$150001 TO $200000 658 0.25 67581334.00 143041504.291 125800597.881 1992.001 1608859.591 14708846.821 472561.20
$200001 TO $300000 78 0.03 6477017.00 32038015.941 30026468.921 180.001 o.ool 1916347.021 39757.20
$300001 TO $400000 90 0.03 13946040.00 45523451.281 42368441.861 311.00| 346 .64 | 3013862.781 45988.50
OVCR $400000 80 0.03 15339488.00 76761347.921 71342843.07| 264.001 o.ool 5300104.851 40811.40
TOTAL 268350 100 7885752785.00 9471642938.9816503820169.331 608112. 00 |1203805002.5911744014638.84 | 711074730.90



TAX LIABILITY I'fD TAXADLE PAID TROM FEDRl TAX
TAX I I ADI11TY I’TO HOII1 AXADL E „_ _ _ _

LEAKAGE TO r.UIIICAPAI 1 TI­ES
SUM sun sun sun

AGI GROUP
1055 1278531.08 350713.65 1276962.37 16851.85
50 TO 510000 2395718.76 90955.99 1771066.87 25716.92
510001 TO* 520000 18559269.96 605260.15 16255585.35 172522.21
520001 TO 530000 33998876.85 2559026.57 31291858.56 588053.33
520001 TO 550000 56885195.21 6086233.03 55026557.53 895256.82
550001 TO 550000 52551562.07 9582536.53 59718663.36 1120182.53
550001 TO 560000 50353283.02 11751983.55 58076190.531 1153991.17
560001 TO 570000 58763035.58 12393280.05 55908150.281 1092051.18
570001 TO 580000 55557859.72 11680760.25 53033016.571 967565.05
580001 TO 550000 37956566.09 10376628.531

9013309.651
36928605.981 782256.15

570001 TO 5100000 31653595.951 30952C10.131 590822.37
5100001 TO 5150000 73755077.981 21395156.21 1 72555975.331 1298772.62
5150001 TO 5200000 15125565.891 3851517.651 15001500.061 192052.77
5200001 TO 5200000 3396221.281 1015560.191 3882633.281 29578.83
5300001 TO S500000 5566723.801 1503536.251 5556393.191 52573.50
OVER $500000 9775650.251 2703550.651 9758572.251 57178.80
TOTAL 575759510.591 105953777.691 55586 763 1 . 13 1 8905356.07



UAGE I SALARY ADJ GROSS INCOME TAXADLEINCOME NUMDER OF EXEMPTIONS VALUE OF EXEMPTIONS ITEMIZED DEOUCIIONS STANDARD DEDUCT IONS
N PCTN MEAH MEAN MEAN MEAN MEAN MEAN MCAN

AGI GROUP
I 0 jS 3006 1.12 9338.17 -21510.30 9167.90 2.70 5390.87 7813.03 9592.91
CO TO $10000 56662 21 .11 9596.89 5759.00 877.27 1.95 2899.93 3556.97 3997.67
$10001 TO $20000 59306 20.29 13272.65 15582.86 7197.82 1.79 3581.83 9071.91 3739.0?
$20001 IO $30000 39735 19.81 22580.03 26186.52 15669.02 2.19 9378.10 5023.75 9137.37
$30001 TO $90000 31568 11.77 33907.92 37257.98 29615.29 2.58 5156.83 6226.36 9918.99
$$0001 TO $50000 29639 9. 18 93131.23 97798.96 33232.91 2.86 5718.92 7959.79 9652.70
$50001 TO $60000 17785 6.63 51365.91 58281.881 91569.93 3.01 6001.911 9590.66 9365.96
$60001 TO $70000 I 1 3092 9.86 60668.93 69330.701 51111.101 3.10 6177.351 10601.79 9902.55
$70001 TO $60000 1 9356 3.99 68761.69 81058.371 61 107.631 3.181 6311.291 12033.06 9955.07
$60001 TO $90000 I 6368 2.38 76212.72 93309.511 72099.291 3.171 6235.111 13903.67 5026.73
$90001 TO $100000 I 9223 1.57 79035.85 1 081 55.10 I 85911.131 3.19 6160.931 15078.57 5109.95
$100001 TO 01500001 6717 2.50 88158.51 139060.751 113699.921 3.20 5610.731 18186.05 5379.91
$150001 TO $2000001 658 0.25 102707.19 217388.301 191186.321 3.031 2995.081 22353.87 5081.30
$200001 TO $3000001 78 0.03 83038.68 910793.791 389959.731 2.311 o.ool 29568.55 9969.65
$30000 1 TO $9 00 0 00 I 90 0.03 159956.00 505816.131 970760.971 3.961 3.851 33987.36 6569.79
OVER $900000 I 80 0.03 191793.60 959516.851 891785.591 3.301 o.ool 66251.31 5830.20
TOTAL | 268350 100 29386.07 35380.501 29236.331 2.27) 9985.951 6999.03 3950.98



#

TAX LIADHIIT I'FD TAXABLE PAID FROM FCDRL TAX
TAX LIAOILITYl LEAKAGE TO PFD nUUICAPALITI- TIOHTAXADIE I ES

MEAN MEAN •MEAN [ MEAN
AGI GROUP 1
1055 All.98 113.1A A2A.801 5.60
SO TO $10000 A2.26 1.611 11.261 O.AA
tlOOOl TO $20000 1A1.56 11.IA 299.121 1.18
$20001 TO $10000 855.6A 6 A . 151 787.511 12.28
$10001 TO $ A 0 0 0 0 1ABA.2AI 192.681 1191.771 28. IA
$',000 1 TO $50000 2129.211 189.001 2018.291 A5.A7
$50001 TO $60000 2811.221 660.781 2703.191 6A.12
$60001 TO $70000 1718.921 950.261 3596.701 81.71
$70001 TO saoooo A751.80 I 12 A 8. A 8 | A 6 0 0 .0 A | 103. A2
$80001 TO $90000 59A0.27| 162A.19I 5780.931 122. A6
$90001 TO $100000 7 A 91.16 | 21 3 A . 3 A | 7327.021 139.91
$100001 TO $150000 10980.211 3185.221 10801.8A| 191.16
$150001 TO $200000 21 A 6 7 . 2 71 5853.221 21278.881 291.87
$200001 TO $100000 . A9951.55 1 11007.181 A97 7 7 . 15 1 379.22
$100001 TO SA00000 6 0 7 A1. 3 S I 16705.961 60515.AS| A71.93
OVL'R SA00000 122195.501 33855.511 121980.901 509.71
TOTAL 1772.911 191.071 1698.781 33.1A I



IP

TABLE 16 
1990 TAX ALTERNATIVE ONE 

MODERATE ECONOMIC SCENARIO

WAGE t SALARY ADJ GROSS IIICIIME TAXABLEincline NUMBER OF EXCMPt1UHS VALUE OF
txtni’unns ITEMIZEDUCDUCIIOIIS STANDARD nriuici ions

N PCIII SUM SUM SUM SUM SUM SUM 5UM
AGI CROUP
IOSS 2925 1.09 26365568.00 -59283682.17 11337997.98 7950.00 16696112.09 22826015.78 9373639.60
CO 10 CIOOOO 53566 20.16 266905721.00 308713792.311 63056718.50 77609.00 162308222.67 199670766.38 188266312.37
C10001 10 (20900 52762 19.70 703208769.00 821126187.65 370667855.65 93055.00 196619196.80 220867731.36 186756667.60
(20001 TO (30000 39608 16.72 893115999.00 1028639660.16 609666898.11 86237.00 176173376.60 201989236.29! 131116693.63
C 3000 1 10 (60000 31556 11.78 1062536280.00 1173662339.22 770072221.351 80088.00 167362366.65 198689963.63! 88535178.35
(60001 10 ssoooo 26721 9.23 1067862265.00 1177663612.09 812962509.281 69372.00 165995525.29 186123866.681 57166337.87
CSOOOl 10 (60000 18138 6.77 932269695.00 10567221̂ 5.05 750862651.921 53910.00 112595193. 691 176663688.611 31566763.03
:60001 10 (70000 I 13563 5.06 822511897.00 939857608.90 690066852.081 61827.001 87163767 721 166311066.921 13607855.21
(70001 10 (SOOOO | 1007 3 3.76 695622872.00 816731935.87 611876117.071 31956.00! 66362892.921 121867863.561 11260025.10
(AC001 10 (90000 1 6963 2.60 532500619.00 669056526.681 500150069.991 22062.001 65626653.021 93618955.631 6936209.08
(90001 10 S100000 I 6660 1.76 370013362.00 506668932.171 397286663.lSl 16755.00! 29916591.711 70727157.771 6069718.93
(1 00001 10 S 1 000001 7 96 7 2.97 701929763.00 1102871983.661 893160155.211 25661.001 67835061.271 166969873.56 I 6519836.20
(150001 TO (2000001 851 0.32 89688308.00 186066265.671 163006905.631 2661.001 2735090.691 19093869.161 726619.36
(200001 TO (3000001 109 0.06 9900570.00 62186195.861 39206127.531 276.001 6330.531 2860137.331 106252.06
(300001 TO (6000001 103 0.06 15989368.00 53690336.511 69960619. 07 I 357.001 105.66! 3378609.781 109630.25
Ul'IR (600000 1 76 6.0 3 16865666.00 76669796.621 70193262.721 260.001 2091.601 6170232.801 76103.101
lOIAl 1267782 IOC 8182666762.00 987617960 9. 3916 708667185.6 1 1 6 06692.0011256996363.75 11809586566.80 |

j
7*ill7!i?71 . 0 |



TAX LIABILITY rro TAXABLE PAID FROn FCDRl 1 AX
TAX LIABILITY rr D II0II1AXABL E

LEAKAGE 10 nUMICAPAl HI­
ES

sun sun SUM sun
AGI GROUP
LOSS 1121559.10 290863.63 1100053.68 15931.99
SO TO S10000 2103811.85 82871.37 1597597.30 21776.07
S10001 TO $20000 17557829.82 580555.59 15370308.90 169737.89
$20001 TO $10000 33319832.35 2509397.67 30665873.03 981976.58
$$0001 10 $$0000 96576396.5. 6065975.99 93760375.07 919632.98
$'■0001 TO ssoooo 52192396.70 9925966.76 99639786.82 1123109.00
$50001 TO S600U0 51331971.1 9 15969061.95 99033252.05 1161336.67
$60001 TO $70000 50559882. fit 12821717.79 93639119.16! 113371 .38
$70001 10 OSOOOO 97552399.00 12988993.87 96031195.70! 1039181.02
$80001 10 $90000 9117375:.99 11262129.81 90065377.091 857930.61
$90001 10 $100000 39910772.79! 9955695.12 39138556.731 659129.50
$100001 TO $150000 86367699.28 25191172.10 89999382.561 1531095.27

O 
I 

•— 
1 

U9 
1 

O 
1 

O 
1 

O 
1 1

O 
1 1

O 
1 

PJ 
1 

o 
t

O 
1 

O 
1 

O 
1 

O 
1

•3215119.611 9985838.79 18050322.591 255787.92
$200001 TO $300000 5099887.261 1263999.60 5025835.261 36072.26
$30000 1 TO $'<00000 6920925.911 1726293.98 6395697.991 55917.93
OVER $900000 9651122.191 2673585.32 9635230.191 29836.50
TOTAL 509039785.601 113293508.73 903B92969.0 7 I 9981766.51



H PCTM
MAGE I SALARY ADJ CROSS 1 INCOME ! TAXAOIEINCOME 1 HUMDCR OF t EXIMP 11 OHS VALUE OF EXEMP1IOMS ITEMIZED DEOUC11OIIS STANDARD 

DEOUC IMWS
MEAN MEAN ME A M MEAN ME AH MEAN MEAN

ACI CROUP
LOSS 2925 1.09 9011.87 -20309.521 3876.26 2.72 5619.70 7801.08 6792.25
so 10 $10000 51966 20.16 6560.00 5769.721 798.17 1.66 3008.83 1701.65 3599.06
S10001 TO $20000 52762 19.70 11132.99 15603.351 7027.57 1.76 3690.02 6187.70 3368.28
$20001 10 $30000 19608 16.72 22663.32 26169.611 15670.08 2.16 6670.50 5125.59 6276.52
$10001 10 $00000 31556 11.78 33673.52 37239.131 26606.90 2.56 5106.00 6296.82 6572.15
$00001 10 ssoooo 26 721 9.21 61196.56 67687.151 32886.691 2.81 5905.73 7523.93 6300.01
$00001 10 $60000 18133 6.77 51397.60 58337.321 61397.201 2.97 6207.70 9617.57 5051.93
$60001 10 $70000 13563 5.06 60663.80 69377.551 50378.681 3.08 6626.58 10660.051 5086.89
$70001 TO $30000 1 007 1 1.76 69018.31 81061.661 60766.181 3.17 6588.20 12093.671 5179.60
$80001 10 $90000 6961 2.60 76618.27 91175.701 71829.681 3.17 6523.98 11665.201 5266.90
$90001 10 $100000 6660 1.76 79602.01 108317.011 85256.611 3.17 6619.66 15177.501 5316.59
$100001 10 $150000 7 967 2.97 88326.38 118813.361 111018.771 3.23 6019.26 18262.091 5596.67
$150001 TO $200000 8M 0.12 106910.68 218129.271 191096 02 3.10 3206.66 22386.371 5332.37
$200001 10 $100000 109 0.06 90830.921 387029.321 359639.25 2.51 58.08 26056.311 5636.95
$100001 10 $600000 108 0.06 168069.521 695280.881 662613.16 3.31 0.98| 31231.571 6637.07
OVCR $600000 76 0.01 200886 -.681 1020136.171 968557.311 3.26 28.261 56356.501 5356.03
TOTAL 267782 100 30556.661 36956.061 25350.651 2.26 6686.611 6757.691 6117.53



TAX LIADU1TY I'TD TAXABLE PAID FROM TEDRL TAX
TAX LIABILITY PFD IIOMT AXABLE

LEAKAGE TO MUIIICAPAL1 TI­ES
MEAN MEAN MEAII MEAII

AGI GROUP
1055 585.44 99.44 376.09 5.46
50 TO $10000 59.00 1.54 28.69 0.40
$1 0001 TO- $20000 552.90 11.01 291.42 3.22
$20001 TO-$30000 845.53 63.68 778.16 12.22
$50001 TO $40000 1476.09 192.23 1386.84 29.14
$40001 TO $50000 2109.25 381.29 1999. 911 45.43
$50001 TO $00000 2(150.08 659.61 2703.341 64.03
$60001 TO $70000 3727.41! 945.351 3586.161 83.59
$70001 TO $80000 4720.78! 1239.841 4569.761 102.67
$80001 TO $90000 5913.221 1617.421 5754.04 | 123.22
$90001 TO $100000 7491.581 2136.421 7325.871 140.37
$100001 TO $150000 10867.961 3169.901 10688.861 192.66
$150001 TO $200000 21354.181 5845.121 21160.991 299.87
$200001 TO $500000 46283.371 11641.691 46108.581 330.94
$500001 TO $400000 59448.391 15984.201 59219.431 517.76
OVER S400000 13C420.57| 36129.531 130205.81 I 403.20
TOTAL 1882.281 423.081 1806.851 35.41



TABLE 17
1991 TAX ALTERNATIVE ONE

MODERATE ECONOMIC SCENARIO

MAGE 1 SAURY ADJ CROSS INCOME TAXABLEINCOME NUMBER OF EXEMPTIONS VALUE OF 
EXEMPTIONS ITEMIZEDDEDUCTIONS ! STANDARD DEDUCTIONS

N PCTH SUM SUM SUM SUM SUM SUM SUM
AGI GROUP
LOSS 2826 1.05 26151717.00 -58930891.94 11872666.66 7702.00 16712452.69 22704079.67 9613825.57
00 TO 010000 51193 19.07 233394604.00 292786918.06 36408407.86 74429.00 162795057.60 198011904.68 188677056.95
010001 TO 020000 51365 19.14 686318284.00 799113086.17 348699801.46 90083.00 197027867.60 223647139.26 190566584.05
020001 TO 000000 39219114.61 889736838.00 1022530539.62 595998716.60 82853.00 181193279.00 205168826.57 136473268.16
000001 TO 040000 j 31792111.85 1071210898.00 1181316606.58 768577005.95 79365.00 173430339.69 202249836.331 93983364.12
040001 TO OSOOOO I 251071 9.351 1086818833.00 1197238525.45 821357692.71 6992C.00 152772111.14 190643103.37 62066212.91
OSOOOl TO 060000 I 186801 6.961 959615727.00 1087936586.28 767582659.23 i 55022.00! 120208567.00 180798508.82 35065388.29
060001 TO 070000 | 141721 5.281 862239297.001 983541884.84 717558041.141 43674.001 95213638.27 151635463.79 21077462.14
070001 TO 080000 I 1 070 1 1 3.991 734716610.00! 866083961.40 I 647604945.861 33882.001 73706630.40 129320745.22 13229483.90
080001 TO 090000 75721 2.821 576125158.001 705032371.021. 541238140. 721 23906.001 51677673.59 101179027.58 8368573.74
090001 TO 0100000 I 52231 1.951 412975522.001 565674142.951 443513266.891 16559.001 35189173.36 79515744.94 4880433.00
0100001 TO 01500001 92041 3.431 813480190.0011285842525.1811043039035.461 29707.001 58979616.15 170026835.971 8268831.12
0150001 TO 02000001 10731 0.40| 113944305.001 231801267.081 201633784.261 3371.001 4370942.86 24230939.961 901382.44
0200001 TO 03000001 1431 0.051 15670147.001 52588873.081 48697808.451 349.001 15526.73 3690737.901 134281.32
0300001 TO 04000001 44 | 0.021 7005312.001 22124906.061 20646225.251 142.001 0.00 1412280.811 68730.50
OVER 0400000 i 791 0.031 15733671.001 86653603.571 82178076.311 251.001 0.00 4360327.261 58014.80
TOTAL | 2683931 10018505137113.001 10321334905|7096606274.75| 611215.00|1323292876. 09 1888595502.141 773432893.01



TAX LIABILITY PFD TAXADLE PAID FROM FEURL TAX
TAX LIABILITY PFD 
NOIITAXADLE

LEAKAGE TO MUIil CAI’AL HI­ES
SUM SUM SUM SUM

ACI GROUP
LOSS 1248321.95 336440.56 1228947.03 15682.10
SO TO SIOOOO 1803531.21 77499.51 1315109.02 20885,12
S10001 TO $20000 16483892.14 551112.32 14413657.781 159364.22
$20001 TO $30000 32626823.91 2470230.89 30030846.131 479065.61
$30001 TO $40000 46727395.55 6129571.69 43930216.391 906529.21
$40001 TO $50000 52968022.43 9607349.66 50252461.961 1138590.37
$50001 TO $60000 52539601.63 12237575.24 50199084.121 1191246.06
$60001 TO $70000 52624462.471 13359408.901 50633131.521 1179198.21
$70001 TO SS0000 50419336.201 13187834.481 48812744.321 1089554.71
$80001 TO $90000 44522203.491 12151134.671 43320563.71 I 923B05.81
$90001 TO $100000 38951241.391 11106773.921 38088590.971 719824.99
$100001 TO $150000 100483155.191 29170656.681 98834870.081 1765045.86
$150001 TO $200000 22391457.211 6251485.021 22183010.081 321107.21
$200001 TO $300000 6189472.501 1609254.551 6163220.501 48758.54
$300001 TO $400000 '2672200.661 682540.481 2662572.661 12789.29
OVER $400000 11363725.061 3153124.291 11347021.061 43369.94
TOTAL 534014843.001 122081992.871 513416047.331 10014817.25



UAGE I SALARY ADJ CROSS INCOME TAXAIUE 1 IIICOMC 1 HIIMDER OF EXEMPTIONS I VALUE OF 1 EXEMPT IONS 1 IIEMI2CD 1 DEDllCI IOIIS I S1 AIIDARD
1 ucn'iciiuits

H pcth MCAN MEAII MEAII 1 MEAII MEAII MEAN 1 MEAII
agi group I
loss 2826 1.05 9253.97 -20904.89 4201.231 2.73 5913.82 8034.00 5009.81
SO 10 £10000 51191119.07 4559.1 1 1 5746.31 711.201 1.45 3180.03 3867.951 3768.72
£10001 10 £20000 51165119.14 11161.59 15592.75 6788.67 I 1.75 Ti-! 5.84 4354.081 4028.64
£20001 10 £10000 39219114.61 22686.37 26124.95 15196.681 2.11 4620.04 5231.361 4435.99
£10001 10 £40000 31792111.85 33694.35 37213.85 24)75.171 2.50 5455.16 6361.66 4733.01
£401101 10 OSOOOO 25107 9.35 43287.48 47742.49 32714.291 2.78 6084.84 7593.23 4972.06
OSOOOl 10 £60000 18680 6.96 51371.29 58309.39 41091.151 2.95 6435.15 9678.72 5250.10
£60001 10 670000 14172! 5.281 60841.05 69471.891 50612.091 3.08 6718.431 107.99.65 5311.86
£70001 TO OSOOOO 107011 3.991 68658.69! 81094.00! 60515.171 3.17 6887.831 12084.92 5373.47
OSOOOl 10 640000 75721 2.821 76086.261 93245.921 71478.891 3.16 6824.84| 73362.26! 5491.19
£90101 TO 61C0000 52231 1.95| 79065.641 108345.941 84915.411 3.17 6737.351 15224.151 5564.92
£ 1 0 3001 10 SI 50000 9204| 3.43| 88183.331 139735.111 113124.541 3.23 6408.041 18473.15| 5830.57
6153001 TO 6200000 10731 0.401 106192.271 216031.001 187915.921 3.14 4073.571 22582.421 5704.95
£200001 10 6100000 143| 0.051 109581.451 367754.361 340544.121 2.44 108.581 25809.361 610.1.70
6100001 TO 6400000 441 0.021 1592)1.641 502838.771 469232.391 3.23 o.ool 32097.291 6871.05
OVER £400000 791 0.011 199160.391 1096881.061 1040228.81? 3.18 o.ool 55194.021 5801.48
TOTU 2683931 100 I 31689.121 38541.351 26441.101 2.28 4930.431 7036.681 43011.41



TAX LIABILITY PFD TAXADLE PAID FROM FGORL TAX
TAX LIABILITY PFD HOIITAXADLE

LEAKAGE TO P1UIII CAP AL 1TI-ES
MEAN MEAII MEAII MEAII

ACI CROUf*
l o s s 991.73 119.05 939.87 5.55
SO TO S10000 35.23 1.51 25.69 0.91
S10001 TO $20000 320.92 10.73 260.61 3.10
$20001 TO $30000 631.91 62.99 _____________ , 765.72 12.22
$30001 TO $90000 1969.78 192.80 1381.80 28.51
$'.000 1 TO $50000 2109.69 382.66 2001.53 95.35
$50001 TO $60000 2812.61 655.12 2667.32 63.77
$60001 TO $70000 3713.271 992.66 3572.76 83.21
$70001 TO $80000 9711.65 1232.39 9561.51 101.82
$80001 TO $90000 5879.851 1609.75 5721.15 122.00
$90001 TO $100000 7957.691 2126.511 7292.971 137.82
$100001 TO $110000 10917.391 3169.351 10738.251 191.77
$150001 TO $200000 20868.091 5826.171 20673.82! 299.26
$200001 TO $3110000 93283.021 11253.531 93099.961 390.97
$300001 TO $9110000 60731.83! 15512.281 60513.021 290.67
OVER $900000 193899.621 39912.971 193633.181 598.99
TOTAL 1989.681 959.861 1912.931 37.31



TABLE 18
1992 TAX ALTERNATIVE ONE

MODERATE ECONOMIC SCENARIO

UAGE I SALARY ADJ GROSS INCOME TAXADLEINCOME HUMBER OF EXEMPTIONS VALUE OF I ITEMIZED EXEMPTIONS | DEDUCTIONS STANDARDDEDUCTIONS
N PCTN SUM SUM SUM SUM SUM | SUM SUM

AGI GROUP 
LOSS

............ 2782 1.03 25603313.00 -59702639.05 10093961.91 7712.00 17536219.66| 23117590.28 10112763.75
SO TO $10000 68792 18.13 223076635.00 278533905.75 31083567.611 71311.001 163121893.201 196687788.19 187726315.76
010001 10 $20000 50190 18.65 676856501.00 781699606.62 330065603.10 87589.00 200352555.201 223917120.72 196515019.66
020001 TO $30000 38976 16.68 838895639.00 1015967865.12 583680017.10 80968.00 185153768.801 207987386.91 162916361.15
$30001 TO $<•0000 32175 11.96 1106861969.00 1198668661.06 775128730.30 78926.00 180605355.691 205316610.90 99733008.05
$'•0001 TO $50000 25689 9.67 1115560797.00 1217226966.021 830692206.51 70076 .OC 160127626.801 196026120.63 66688532.03
$$0001 TO $60000 18908 7.03 972929669.00 1100596817.88 772178558.60 56889.00 125629676.701 183563176.65 38363622.91
$60001 TO $70000 16503 5. 39 880193766.00 1 006003263.511 730736658.78 66089.00 100552676.681 156266966.871 23516550.80
$70001 TO $80000 11166 6.16 765860663.00 901551955.071 669986616.85 35168.00 80067865.521 135665269.78 16968299.33
$80001 TO $90000 8039 2.99 611609955.00 769701163.291 571757051.781 25269.001 57239380.771 109355337.091 9596233.60
$90001 TO $100000 5768 2.16 655260282.00 625050219,331 687669380.691 18361.001 60968603.671 88026673.89! 6262568.00
$100001 TO $150000 10728 3.99 956129683.00 1696756712.251 12085261 39.921 36613.001 72967216.361 197215927.20| 10237601.20
$150001 TO $200000 1357 0.50 166765672.00 297067618.661 257916997.061 6366.001 6367180.721 30778660.881 1286368.80
$200001 TO $300000 170 0.06 16226039.00 62192676.871 57616008.261 669.001 65981.681 6302086.961 156616.60
$300001 TO $'•00000 28 0.01 6277365.00 13337617.961 12565061.781 99.001 0.001 >27776.161 28720.00
OVCR $'.00000 85 0.03 18159817.00 82022576.161 77763067.261 307.001 0.001 6151506.901 60616.00
TOTAL 269129 100 8862002930.00 107666D2565|7607193165.22| 616150. 00 |1 390273605.02|1960679975.81 I 806106310.66



TAX L I AD It ITT PFD lAXAflE PAID FROM FEDRl TAX
1 TAX lIAnillTYl LEAKAGE TOPFD nUIIICAPALIll- HOIITAXADIE 1 ES

sun sun sun I sun
AGI GROUP
IOSS 1006130.99 264357.35 9B6855.24| 14170.60
SO TO S10000 1573921.41 81549.18 1144593.691 19037.82
S10001 TO $20000 15551262.60 526845.25 13579747.871 156952.81
S20001 TO $30000 32005296.10 2464903.66 29463562.131 474819.44
$30001 TO $40000 47A06690.51 6392973.55 44602724.361 955696.73
$40001 TO $50000 53954081.29 9857918.06 51230445.421 1178149.87
$50001 TO $60000 53039713.49 12341596.26 50699615.391 1200190.35
$60001 TO $70000 53737940.83 13691359.24 51721442.571 1216923.63
$70001 TO $80000 52059122.92 13655790.97 50390910.901 1141236.66
$80001 TO $90000 47051820.451 12810880.39 45782613.451 982041.83
$90001 TO $100000 42788261.78 12229517.33 41835630.011 808184.41
$100001 TO $150000 116144188.561 33925776.35 114225631.901 2060851.25
$150001 TO $200000 26629787.751 7893321.931 26362116.151 409236.62
$200001 TO S300000 7271097.181 1884779.621 7238337.181 59240.02
$300001 TO $400000 1607227.06 I 434075.851 1600731.061 8611.26
OVER $400000 10657644.751 • 2955438.001 10639104.751 59705.05
TOTAL 564484177.661 131411102.981 543504062.071 10745248.36



UAGE 1 SAURY ADJ GROSS 1IICOI1E TAXADIEINCOME IIUI1DER OF EXEMPT I OTIS VALUE OF EXEMPT IOIIS ITEIII2EDDEDUCTIONS STANDARDDEDUCTIONS
II PCTN MEAII MEAII MEAII MEAN MEAII MEAII MEAN

AGI GROUP
loss 2782 1.03 7203.20 -21516.66 3628.30 2.77 6302.76 8309.70 53v5.76
SO 10 G10000 68772118.13 6571.75 5735.52 637.06 1.66 3363.21 6027.05 3931.60
S10001 TO S20000 60170118.66 13685.88 15611.82 6575.72 1.75 3791.88 6661.3? 6176.68
S20001 TO $30000 38776116.68 22806.23 26120.781 16775.37 2.08 6750.661 5336.29 6575.67
630001 TO $60000 32176111.76 36600.68 37302.73 26071.03 2.65 5607.00 6381.25 6877.87
$<1000 1 TO $50000 25686 7.67 63776.16 67822.53 32588.77 2.75 6283.65 7613.57 5128.31
$50001 TO S60000 18708 7.03 51655.78 58278.8? 60838.72 2.90 6633.67 7708.23 5655.03
$63001 TO $70000 16503 5.3? 60670.66 67651 .38 50385.1? 3.06 6733.22 10776.66 5521.61
$70001 TO $80000 111661 6.16 68726.02 81038.38 60120.66 3.16 7183.06 12156.10 5630.26
$80001 TO $70000 8037 2.77 76055.67 73607.07 71122.71 3.16 7120.21 13603.10 5698.68
$70001 TO $100000 5768 2.16 78728.621 108602.761 86563.93 3.18 7099.271 15260.87 5796.26
$100001 TO $160000 1 0728 3.77 87126.671 137386.061 112651.58 3.23 6801 .571 18383.2? 6072.12
$160001 TO $200000 1 357 1 0.50 106665.771 218700.101 190062.66 3.20| 6677 .511 22681.60 5983.11
$20000 1 TO S TO0000 1701 0.06 75635.521 . 365838.071 338905.93 2.66| 270.681 25306.381 6266.58
$500001 TO $600000 28 0.01 152763.061 676363.501 668751.691 3.561 o.ool 25792.011 7180.00
OVCH $600000 85| 0.03 213666.711 766771.661 916626.321 3.611 o.ool 68861.261 6061.60
TOTAL 2671271 100 32728.661 60085.701 27522.861 2.28| 5165.831 7285.281 6688.90



TAX LIABILITY Pro TAXADLE PAID FROM (LORI TAX
TAX LIABILITY PFD 
IIOIITAXADLE

LEAKAGE TO MUIIICAPAl 111- 
E5

MCAN MEAII MEAN MEAII
AGI GROUP 
1055 761.66 95.02 35$.77 5.09
SO 10 SIOOOO 72.26 1 .67 27.$6 0.39
S10001 70 $20000 709.85 10.50 270.5/ 3.13
$20001 TO $70000 821.15 67.2$ 755.9$ 12. 18
$70001 TO $$0000 1 $ 7 7 . $ 0 198.69 1786.25 29.71
$$0001 10 $00000 2117.17 786.371 2010.30 $6.23
$50001 TO $60000 2805.151 652.721 2661.38 6 3. $8
$60001 TO $70000 7705.701 9$$. 0$I 3566.26! 83.91
$70001 TO $80000 $671. $91 1225.791 $521,801 102.$1
$80001 TO $90000 5852. 9$| 1597.591 5695.061 122.16
$90001 TO $100000 7$ia.211 2120.2$| 7253.061 1 $ 0 .12
$100001 TO $150000 10826.271 7162.761 106$7.$ 31 192.10
$150001 TO $200000 21097.871 5816.7$I 20900.601 301.57
$200001 (0 $700000 $2771.161 1 1 066. 9$1 $2578.$5| 3 $ 8. $ 7
$700001 TO $$00000 5 7 $ 0 0 . 9 7 1 15502.711 57168.971 307 .5$
OVER $$00000 12578$.291 7$76 9.86 I 125165.9$| 702.$1
TOTAL 2097.$5! $88.28| 2019.$9| 39.93



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 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.

L i a b i l i t y  to  C o l le c t io n s

TABLE 1?

LIABILITY TO COLLECTIONS 

TAX ALTERNATIVE ONE 

NODERATE ECONOMIC SCENARIO

6R0SS NET NET REC
FY/Q RECEIPTS REFUNDS RECEIPTS CPI 486

(4a noa) (4a noa) (4a no*/ (4a real)

8 6 325.98
38/1 to 41 (41)
12 to 40 (40)
13 tl 43 (41)
/4 487 46 482

TOTAL 489 49 !ZI 338.66 476

89/1 4116 45 4111
12 4153 42 4151
13 4149 416 4132
/4 4128 436 492
TOTAL 4545 460 4486 354.17 4447

90/1 4126 46 4120
12 4167 42 4165
13 4162 420 4142
/f, 4136 444 493
TOTAL 4592 472 4520 370.39 4457

91/1 4134 45 4129
12 4176 42 4175
/3 4172 416 4156

n 4145 435 4110
TOTAL 4627 457 4570 387.35 4480

92/1 4142 45 4137
12 4187 42 4185
/3 4182 415 4167'
/4 4147 434 4113
TOTAL 4657 455 4602 405.09 4485



This alternative 1s piggybacked to the federal law for rnost 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

ALTERNATIVE TWO; LIMITED BRACKETS/ FEDERAL TAX BASE

New Law

1987;
Five brackets, ranging up to 38.5 
percent

1988
Two brackets, 15 and 28 percent

Income averaging 1s no longer 
a 11 owed

Two-earner deduction 1s eliminated

Dividend exclusion is no longer 
permi tted

State Structure

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 bracke 
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 limited number of brackets and rates are 
similar to the previous case.

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

- (  66 )-
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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 amount of 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 law, 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 1s phased ''ut at higher income levels or eliminated 1f the 
employer covers the r 1. oyee with a retirement plan. The moving expense 
and employee busines: :nse adjustment are now deductions.



Treatment of the Alaska Permanent Fund Dividend

presented Ir.clude the Alaska Permanent Fund 
The 1989 low case Table 20 Indicates a loss 
were not taxable ($393.9 million with PFD 
with PFD excluded). The taxable Income 
with PFD not taxable. Children and other 
will not pay tax on the PFD. The estimates

All of the alternatives 
Dividend as taxable Income, 
of $lb million 1f the PFD 
Included - $377.9 million
presented 1n the tables 1s 
persons not required to file 
of the PFD are as follows:

1988 $750
1989 $800
T990 $800
1991 $800
1992 $800 

These are rounded values from the December 
the Department of Revenue.(15)

Nonresident Apportionment

As was done in the 1978 Alaska Individual income tax, nonresident 
workers apportion their Income by source state 1n this proposal. The
apportionment ratio 1s obtained by dividing Alaska adjusted gross Income
(Income earned 1n this state or attributable 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.

1986 Long Run Fiscal Model of

Standard Deduction

The following.'sjtandard_ deductions are_assumed .to be adopted from the 
Federal Code and are Indexed yearly, .for Inflation.

Filing Standard
Status Deduction

Single $3,000
Married Filing Joint $5,000
Harried Filing Sep $2,500
Head of Household $4,400

Add'nl for Blindness/ 
Age Exemption_______

$750 per Exemption 
$600 per Exemption 
$600 per Exemption 
$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 but property 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 »-



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 reduced by five 
percent of taxable Income 1f taxable Income 1s greater than the threshold 
amount (which 1s Indexed yearly for Inflation).

Personal Exemptions

F111ng 
Status

Income
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 first alternative and the last 
alternative, for the first year (1988) only. That 1s, all three 
proposals are constructed to raise approximately the same revenue.

TAXABLE INCOME LEVEL 
$0-$25,000 
$25,000 & MORE

SINGLE 
SEPARATE 
6. 5*/. 
11.554

TAXABLE INCOME LEVEL 
$0-$50,000 
$50,000 & MORE

HOUSEHOLD HEAD
JOINT
6.5*/.
11.5%

-( 49 >-



ISSUES

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 businesses make adjustments. 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 limited 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 
larger marginal 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 implications for horizontal equity 
1n 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.

Economic E f f ic ie n c y



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

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 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 leakage / $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 low 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.



TABLE 20
1988 TAX ALTERNATIVE TWO

LOW ECONOMIC SCENARIO

WAGE t  SALARY ADJ GR05S 1HCUME TAXADIEINCOME NUMBER OF EXEMPTIONS VAIUE OF EXEMPTIONS ITEM12EDDEDUCTIONS | STANDARD 1 DEDUCTIONS
N PCTII SUM SUM SUM SUM SUM SUM SUM

AGI GROUP 
(.OSS ............ 2878 1.19 26309170.00 -61678792.91 9522088.47 7805.00 15093065.29 21978299.00 8361481.80
SO TO S10000 53355 22.06 248499609.00 305298080.85 51103488.58 78669.00 153385050.00 182077568.76 163834035.70
510001 10 520000 '19490 120.66 668214244.00 769719577.88 361711133.07 91714.00 178824750.00 196100662.73 156198215.60
520001 TO 530000 36082114.92 822338578.00 943559133.02 567599932.03 82151.00 160156933.31 178839871.42 110178161.10
530001 10 500000 28778111.90 971451140.00 1072829850.36 711225185.16 77343.00 150610013.87 177719720.99 73655960.10
540001 TO S50000 22390 9.26 973365388.00 1068241 9A5.88 746097930.251 65702.00 127937517.15 165310353.80 4 49.'7736.20
550001 TO 560000 15856 6.56 815676730;00 923230676.83 661901490.791 48533.00 94469411.63 152000537.48 23540605.70
560001 TO 570000 11225 4.64 683752605.00 777522186.01 575697419.091 35348.00 68617104.41 118871746.80 12946000.00
570001 TO 580000 7883! 3.26 542298283.00 636844305.28 482688052.221 25290.001 48879109.84 94435768.96 7230400.00
580001 TO 590000 52081 2.15 398926188.00 485165674.57 376776961.751 16585.001 31662349.51 69861199.66 4521200.00
590001 TO 5100000 32431 1.34 256764893.00 349859148.04 277822663.841 10278.001 19120685.92 48547255.19 2540200.00
5100001 TO 5150000 48371 2.00 425160325.00 668888559.51 548327386.291 15373.001 25887775.21 87967948.02 3339400.00
S1 50 001 TO 5200000 4121 0.17 40720223.00 91310515.75 80761636.751 1223.001 743708.82 9273420.18 245100.00
5200001 TO 5300000 551 0.02 4707336.00 22032721.97 20473845.201 128.001 6049.24 1497327.53 22000.00
5100001 TO 5400000 931 0.04 15285945.00 44902551.74 41886181.28! 297.001 0 . 0 0 2880620.46 69000.00
OVCR 5000000 79| 0.03 17348776.00 75394772.03 7 1 074644 . 61 I 260.001 1950.00 4216627.42 28000.00
IOTAL 2418641 100 6910821433.00 8173120946.79 5584670039.371 556699.001 1075395474.20 1512078933.40 616707496.20
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in  m

H PCTtl
UAGE 1 SALARY ADJ GROSS I- IMCOIIE 1 TAXADLE 1IICUME HUMIU R OF EXLMP110115 1 VALUE or 1 EXEMPT IUIIS ITEMIZED DEDIJCI10115 5 1AIIDARD DEIHIC 110115

MEAII MEAII MEAII MEAII MEAII MEAII MEAII
AGI GROUP
105S 2878 1.19 9161.68 -21698.36 3308.58 2.71 5266.29 7636.66 6393.86
SO IO SI0000 51355 22.06 6657.68 5768.09 957.80 1.671 2876.80 3612.57 3299.22
010001 TO S20000 6 95 90 20.66 13502.01 15587.05 7308.77 1.851 3613.35 3962.63 3600.95
520001 10 S10000 36082 16.92 22790.83 26205.61 15730.83 2.281 6638.69 6956.68 6013.63
53000 1 TO SS 0000 28778 11.90 33756.73 37330.10 26716.20 2.691 5233.51 6175.56 6292.56
500001 TO OSOOOO 22390 9.26 63673.22 67761.87 33322.82 2.93 5716.05 7605.551 6509.95
550001 TO 560000 15856 6.56 51662.78 58303.17 61766.56 3.06 5957.96 9586.31! 6710.01
560001 TO 570000 11225 6.66 60913.37 69361.16 51287.081 3.15 6112.88 10589.911 6726.56
570001 TO 580000 7883 3.26 68793.39 80930.78 61231.521 3.21 6200.571 11979.671 6759.97
580001 TO 550000 5208 2.15 76598.73 93283.15 72365.81 I 3.18 6079.561 13616.21 1 6860.69
590001 TO 5100000 3263 1 .36 79175.11 107967.90 85668.611 3.171 5895.991 16969.861 6875.62
5100001 TO 5150000 6837 2.00 87897.52 1 38371 . 65 113361.051 3.181 5352.031 18186.671 5129.65
5150001 TO 5200000 612 0.17 98835.69 221627.67 196023.391 2.971 1805.12| 22508.301 6713.66
5200001 TO 5300000 55 0.02 85625.291 600596.96 372251.731 2.331 109.991 27226.161 6600.00
5300001 TO 5500000 93 0.06 166365.00! 682823.16 650389.051 3.191 o.ool 30976.61 | 5750.00
OVCR 5600000 79 0.03 219606.761 966599.65 899679.051 3.291 26.681 53375.031 6666.67
TOTAL 261866 100 28573.17| 33870.361 23990.13| 2.301 6666.281 6251.771 3795.61



TAX L1AD11ITY PrD IAXADL E PAID TROM FCDRl I AX
1 AX L 1A81L1TYproKOMIAXADL E

LEAKAGE TO MUM1CAPAII TI­LS
nCAII NEAII MEAN MEAII

AGI GROUP
LOSS 260.06 69.60 273.31 6.63
00 TO 0)0000 83.19 2.12 62.77 0.68
010001 TO 020000 529.80 15.70 676.12 6.61
020001 TO 030000 1085.78 76.87 1016.80 12.61
030001 TC 000000 1621.39 196.66 1551.67 22.66
000001 TO 050000 2123 511 380.31! 2065.65 32.63
050001 TO 060000 2656.571 619.011 2568.061 66.65
060001 TO 070000 3368.531 857.061 3252.331 70.38
070001 TO 000000 6361.631 1167.131 6197.801 100.73
000001 TO 090000 5507.261 1518.181 5356.501 122.25
090001 TO 0100000 6806.101 1979.351 6653.751 132.76
0100001 TO 0150000 9676.521 2807.561 9323.201 163.69
0150001 TO 0200000 16730.561 6603.511 16596.661 215.68
0200001 TO 0300000 18182.681 6966.001 18110.381 137.72
0300001 TO 0600000 66831.511 12553.011 66666.15| 370.63
OVCR 0600000 77657.671 21766.15| 77515.61 I 369.23
TOTAL 1628.771 328.611 1562.511 26.6 9



TABLE 21
1989 TAX ALTERNATIVE TWO

LOW ECONOMIC SCENARIO

| ADJ GROSS 
UAGE I SALARYI INCOME

TAXADLE 1 
INCOME 1

NUMDER OF 
EXEMPTIONS

VALUE OF 1 ITEMIZED 
EXEMPTIONS 1 DEDUCTIONS

STANDARD
DEDUCTIONS

H PCTH sun | sun sun SUM SUM I SUM SUM

AGI GROUP 
LOSS 2727 1.1S 25579758.Ool -59527626.97

1

8539877.591 7570.00 15856327.6s| 21085905.50 8367769.76

SO TO SIOOOO S 9750 20.81 232987396.001 286672325.82 53820769.881 73786.00 157556000.001 176305562.61 163787805.25

S10001 10 020000 SS252I20.19 656298356.001 751585286.55 353897257.301 89031.00 178052000.00| 195153890.35 157531673.01

020001 TO 010000 353691 IS.SO 812505077.001 921763680.85 558755272.561 79515.00 159008000.001 177599705.33 112557590.52

010001 TO OSOOOO 28712 12.01 985751252.0011070678566.88 706775150.621 76053.00 151958000.001 176830167.86 77262576.00

OSOOOl TO OSOOOO 225221 9.52 989122698.00!1075621071.55 756927729.521 65638.00 131085200.651 166106723.06 58722923.85

OSOOOl TO 060000 15958 6.67 819697755.001 928255568.79 661853819.951 58377.00 96615931.551 153682669.80 25767530.03

060001 TO 070000 I 115681 S. 85 705321791.001 801060959.06 589753611.651 36355.00 72533355.651 123158975.85 15563325.70

070901 TO OSOOOO 1 83261 3.58 572605837.001 673113193.20 507520192.521 26733.001 53057851.181 100359852.33 8500826.95

OSOOOl TO 090000 I 56261 2.35 531283215.001 523202735.79 505613126.681 17881.00 35189627.871 75257881.92 5220975.82

090001 10 0100000 | 3 6 S 2 1 1.52 288673205.001 395795853.95 311889365.951 11567.001 22358398.951 55279979.96 2997955.55

0100001 TO 0150000! 57901 2.52 512296752.001 802512875.56 655680697.111 18561.001 32805332.251 105315905.19 5263216.36

0150001 TO 02000001 55 1 | 0.21 56662960.001 119575168.31 105190075.851 1658.001 1339583.931 12180009.57 375576.60

0200001 TO 01000001 6S| 0.01 6216251.001 25806599.57 25055611.521 158.00! 0.001 1675688.05 25070.20

0100001 10 osoooooI 1061 0.05 18829575.001 58952895.76 55558395.831 356.001 356.651 3326953.30 95235.00

OVER OSOOOOO I 90 1 0.05 17208577.001 95)95971.63 89657513.031 285.001 5000.001 5530533.50 79197.60

T01AL 12390131 100 7129129237.0018559082929.26 5795157575.221 553505.00ll096269835.30ll557727303.il 630008155.07



TAX LIABILITY PFD TAXADLE PAID ruoM FEDRL TAX
1 AX LIABILITY!PFD j MOM T AXADL E !

LEAKAGE TO MUM1CAPALITI- ES
SUN SUM SUM SUM

AGI GROUP
1055 702031.58 175566.55 683669.891 11668.01
SO TO S10000 3907670.17 95609.30 2866965.571 35723.00
S10001 TO $20000 25131022.67 761567.21 22309062.601 216666.60
$20001 TO $30000 38086505.38 2722826.15 35507306.991 650738.36
$30001 TO $<<0000 66636566.11 5733377.52 66337287.361 669397.15
$50001 TO $50000 67580392.01 .8561177.00 65726616.091 760189.09
$50001 TO $60000 61919178.52 9756356.03 60672679.531 700788.28
$60001 TO $70000 386866 6 5.03 9862651.701 37266681.001 808872.69
$70001 TO $60000 35971210.18 9522570.651 36697611.361 836398.06
$60001 TO $90000 30788326.691 8682168.651 29873813.721 676916.07
$90001 TO $100000 25023309.821 7266076.171 26626760.571 687725.29
$100001 TO $150000 55268386.161 16366553.681 56303123.361 955908.56
$150001 TO $200000 9220857.891 2567027.921 9139769.091 120569.23
$200001 TO $300000 1626380.61 I 376095.261 1620133.611 12528.72
$300001 TO $600000 6950982.181 1303539.321 6931836.981 37320.01
OVER $600000 7656006.361 2090602.801 7663609.561 35157.00
TOTAL 612731763.131 85616059.731 395606685.051 6776121.92



UAGE 1 SALARY ADJ GROSS IIICOMC TAXAIUEINCOME HUMBER OF EXEMPTIONS WAIUE OF EXIMPIIOIIS IICMIZEO DEDUCTIONS STANDARD DEDIICI I0II5
H PCIH MEAII MEAII MEAII MEAN MEAII MEAN MEAII

AGI GROUP
IOSS 2727 1.14 9013.48 -21885.16 3131.60 2.74 5444.20 7731.91 4575.05
SO TO S10000 49750 20.81 4683.16 5787.85 880.82 1.48 2965.95 3543.81 3438.61
510011 TO 520000 48252 20.19 13601.47 15610.54 7127.11 1.85 3689.84 4044.27 3731.03
520001 TO 5S0000 35369 14.80 22969.41 26168.20 15514.87 2.25 4495.69 5021.34 4141.43
530001 TO 540000 28712 12.011 34332.03 37342.30 24615.98 2.65 5292.14 6158.75! 4420.31
540001 TO SSOOOO 22522 9.421 43926.95 47771.551 33164.36 2.91 5820.32! 7375.311 4631.02
5S0001 TO 560000 15948 6.671 51398.15 58278.221 41500.12 3.03 6058.181 9636.491 4883.91
S60001 TO 570000 11568 4.84! 60885.36 69343.921 50981.47 3.14 6261.531 10645.661 4926.20
570001 IO SSOOOO 8326 3.48! 68773.10 81019.881 60956.06 3.211 6371.351 12053.791 4985.82
5S0001 10 590000 5626 2.351 76658.94 93146.291 71918.441 3.181 6254.821 13376.801 5054.19
590001 TO 5100000 3642 1.521 79262.271 108489.931 85636.84 3.18| 6136.30| 15178.471 5133.49
5100001 TO 5150000 5790 2.421 88479.58 138637.331 113243.64 3.211 5665.661 18189.101 5329.02
5150001 TO 5200000 541 0.231 104737.451 220841.351 194436.37! 3.051 2475.941 22513.881 5216.34
5200001 TO 5300000 64 0.031 97128.921 403226.561 375868.93! 2.311 o.ool 26182.631 4814.04
5300001 TO 5400000 106 0.041 177636.561 461819.761 428852.781 3.361 3.27| 31386.351 6349.00
OVCR 5400000 90 0.041 191205.301 1070397.401 996083.481 3.171 44.44 | 49228.151 4949.85
TOTAL 239033 1001 29824.871 35468.601 24240.831 2.321 4586.271 6474.951 3954.83
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TABLE 22
1990 TAX ALTERNATIVE TWO

LOW ECONOMIC SCENARIO

UAGE 1 SAURY ADJ GROSS IMCIIflC TAXABLElllCOflE ((WIDER OF EXIMI'TIOIIS 1 VALUE OF 1 EXEMf’T IOIIS 1 TEniZED DCDUCI10IIS SIAMDARD DEDUCT 1UIIS
II rein SUM sun sun sun sun sun sun

AGI GROUI’
105$ 2(22 1.13 25526126.00 -56911695.16 11333631.23 7222.00 16955107.50 21076660.66 8683328.06
SO TO S10000 55296119.52 209613186.00 260591560.86 35661661.15 67616.001 160990635.67 168623006.081 158676657.30
S10001 10 520000 56895119:55 607363526.00 699222851.80 309927139.65 81796.001 171067780.80 188890866.23 159317118.76
C 2 0 0 0 1 10 SSOOOO 55958116.65 775758196.00) 888313689.07 520665780.66 76962.001 156725679.60 176661883.02 113826028.76
G 3000 1 TO $50000 27907112.05 956566806.00 1060705076.59 680127666.79 72668.001 151780933.36 175199567.69 79165967.52
SSOOOl TO SSOOOO 22515 9.62 978808639.0011066817668.92 733981817.95 66267.001 136250681.18 166763279.85 51893937.69
SSOOOl TO stoooo 16087 6.931 828675376.001 93661 10) 1 .661 663039986.61 68500.00 101311016.69 155989373.02 28052083.90
£60001 TO S70000 119581 5.16| 726826159.001 826709361. 161 605656012.30 37315.00 77766208.92 127316681.16 16396765.37
570001 TO SSOOOO 87781 3.781 606631162.001 710172238.271 532791585.96 28093.00 58339638.05 106166096.661 9759696.30
SSOOOl TO 090000 61921 2.671 671880182.001 576217367.261 663325723.96 19739.00 60637328.28 83688960.271 6193680.68
S90001 TO $100000 61521 1.781 328607865.001 666702665.621 350006028.77 13165.00 26701728.73 61966092.36! 3612900.33
S100001 TO $150000 69521 3.001 609539110.001 966868535.811 785156760.35 22506.00 61902973.58 127339108.681 5737862.56
S150001 TO $200000 7091 0.311 77627061.001 153190569.321 133381755.71 2237.00 2613360.31 16365853.281 5616S7.76
5200001 10 $500000 791 0.031 8081215.001 27081756.161 25212211.63 198.00 9600.75 1756763.781 67173.20
5500001 10 $500000 11 0 I 0.051 17519133.001 53161612.121 68768186.36 372.00 2370.19 6237655.581 72153.50
OVER $500000 100| 0.061 18918257.001 100867567.871 95267686.78 312.00 2091.60 5656166.191 73015.70
TOTAL 2320681 10017263137973.0018692281137.1115973859191.81 560706.0011118856916.97 1585253567.671 6416'.57fl5.17|



TAX LIABILITY PFD TAXADLE
1 TAX LIADIIITY PAID FROM PFO 1 FEDRl TAX 1 IIOHTAXADLE

LEAKAGE TO MUHICAPALI TI­ES
sun sun I sun sun

AGI GROUP
loss 979376.38 252567.04| 959792.561 j . . . . . . . . . . . . . 12628.02
SO 10 SI 0000 3194810.41 76204.661 2311315.50 26252.62
S 1 0001 TO S20000 22661326.86 667333.041 20094771.21 192979.90
$20001 TO SSOOOO 36134707.09 2594426.431 33697112.96 430943.18
SSOOOl TO $40000 44710987.17 5562748.901 42706914.26 631522.73
$40001 TO SSOOOO 4652708) .87 8280929.741 44725800.30 718932.01
SSOOOl TO $60000 41818057.52 9738912.281 40380361.70 698390.70
$60001 TO $70000 39453490.26 10040030.451 38019166.95 821172.09
$70001 TO $80000 37511896.94 9915432.481 36184081.85 876826.09
$80001 TO $90000 33613074.03 9237383.371 32607070.06 749865.10
$90001 TO $100000 27878020.81 8141973.681 27202004.64 548547.11
$100001 TO $150000 67371725.94 19921207.821 66221059.54 1173940.48
$150001 TO $200000 12079913.30 3383405.011 11968795.70 171088.77
$200001 TO $500000 1747435.14 468833.741 1737637.141 16742.36
$500001 TO $400000 5287819.24 . 1404220.391 5268020.841 45525.68
OVER $400000 9341921.02 2615737.891 9326069.421 37472.70
TOTAL 430311643.96 92301446.891 413409974.631 7152829.54



UAGE 1 SALARY ADJ CROSS 1 I ricoMC l TAXADLE 1 IIICUME ! IIUMDCR OF EXEMPT IOIIS 1 VALUE OF | 1 EXEMP T10II5 ITEMIZED DlOUCI IOII5 I S1 AIIDARD 1 DEDUCT 1OIIS
N PCTM MCAN MEAII ! MEAII ] MEAII MEAII 1 MEAII MEAII

ACI CROUP
I OSS 2622 1.13 9735.36 -20990.711 4322.441 2.75 5703.70 8038.39 4828.30
SO 10 010000 4S296 19.52 4623.22 5778.601 782.891 1.491 3112.651 3722.69 3619.63
S10001 TO S20000 44895 19.34 13529.14 15611.831 6903.671 1.821 3810.571 4207.58 3881.24
020001 TO 030000 3395S 14.63 22844.64 24213.991 15332.641 2.21 4615.281 5142.88 4313.39
030001 TO 040000 27907 12.03 34276.88 37342.751 2437 1.221 2.60 5438.811 6277.98 4594.03
040001 TO OSOOOO I 22315 9.62 43863.26 47773.23! 32891.861 2.88 6016.151 7472.25 4786 .82
SSOOOl TO S&OOOO j 16087 6.93 51499.68 58301.341 41215.891 3.01 6297.691 9696.61 5092.05
S60001 TO 070000 ! 11938 5.14 60715.711 69348.991 50716.541 3.13 6514.171 10664.64 5131.38
S70001 Tg OSOOOO I 8778 3.78 68880.29! 81005.161 60696.241 3.20 6646.121 12094.57 5193.98
SSOOOl TO 090000 I 6192 2.67 76208.041 93223.971 71596.531 3.19 6562.881 13483.36 5280.21
090001 TO 0100000 1 4132 1.78 79479.151 107650.071 84706.201 3.18 6462.181 14996.15 5320.91
0100001 TO SISOOOOl 6 >52 3.00 87678.241 138827.131 112939.401 3.24 6027.471 18316.90 5597.91
0150001 TO 02000001 709 0.31 109206.011 216065.651 188126.591 3.16 3403.871 23083.011 5506.45
0200001 TO 03000001 79 0.03 102293.861 342807.041 319141.921 2.51 121.531 22237.261 5896.65
0300001 TO 04000001 110 0.05 159264.851 483287.381 443165.331 3.381 21.551 38522.321 6559.41
OVER 0400000 i 100 0.04 189182.571 1018662.30! 952474.851 3.12 20.921 54561.64 I 5616.59
IOTAL 1232068 100 31211.271 37538.4) I 25741.851 2.33| 4821.251 6830.991 4149.31



TAX llADIim PFD TAXADLE PAID TROM FEDRL TAX
I TAX LIABILITY PIDI IIOIII AXADL E

LEAKAGE TO MUIII CAPAl 1TI — ES
MEAII MEAII MEAII i MEAII

ACI GROUP
loss 373.52 96.33 366.05 $.82
$0 TO C 10000 70.53 1 .68 51.03 0.58
91000) TO $20000 50$.79 19.86 $$7.61 $.30
$20001 TO $30000 106$.10 76.$0 992.32 12.69
$30001 TO $$0000 1 1602.1$ 199.331 1530.33 22.63
$$0001 TO OSOOOO 2085.01 371.09 200$.29 32.22
SSOOOl TO $60000 2599.$9 605.39 2510.12 $ 3. $ 1
$60001 TO $70000 330$.87 a $ i . o 2 318$.72 68.79
$70001 TO SSOOOO $273.$01 1129.58 $122.13 99.89
SSOOOl TO $90000 5 $ 2 8 . $ 7 | 1$ 91.83 5266.00 121.10
$90001 TO $100000 6 7 $ 6 . 8 6 I 1970.$7 6583.25 132.76
$100001 TO $150000 9690.981 2865.5$ 9525.$7 168.86
$150001 TO $200000 17037.961 $772.08 16881.2$ 291.31
$200001 TO $300000 2 2119. $ 3 | • 5935.2$ 21995.911 211.93
$300001 TO $$00000 $8071.081 32765.691 $7891.101 $13.87
OVCR $$00000 93919.21 I 26157.381 93260.691 37$.73
TOTAL 185$.251 397.731 1781.$2| 30.82



TABLE 23
1991 TAX ALTERNATIVE TWO

LOW ECONOMIC SCENARIO

N PCTN
MAGE I SALARY ADJ GROSS INCOME TAXABLEINCOME HUMBER OF EXEMPTIONS VALUE OF EXEMPTIONS ITEMIZEDDEDUCTIONS STANDARDDEDUCTIONS

SUM sun SUM SUM SUM SUM SUM
AGI GROUP
LOSS 2519 1.07 22722616.00 -58966507.55 9697792.17 6665.00 15968915.65 19575019.26 8189153.56
CO TO G10000 52107 18.55 193833385.00 251699360.09 29806371.811 62257.00 136176587.00 163915328.15 155532229.09
S1000I 10 $20000 52552 18.75 573637888.00 663765627.55 285202355.27 76780.00 167937635.00 185511325.71 158306521.37
$20001 TO $30000 32995 15.53 751855580.00 861515298.61 597522399.55 71271.00 155885061.00| 173732259.71 115890927.75
$3000 1 TO $'.0000 27258 12.00 933776569.00 1016521637.12 658895697.52 69952.00 151728571.991 172656130.28 81090530.83
$<•0001 TO $30000 21853 9.621 956258557.00 1052692581.52 713251850.92 61808.001 135056358.551 165878703.87 55379153.88
SSOOOl TO $60000 I 16105 7.091 828050505.00 938350265.57 660757128.361 57990.001 109859239.501 156683092.18 30506753.85
$60001 TO $70000 I 12292 5.511 756753953.00 851055079.56 619550356.651 38192.001 83306535.051 131753600.07 18235957.05
$70001 TO $80000 I 9227 5.061 635759096.00 755792375.32 556753370.831 29335.001 63852393.501 111702118.27 11195935.36
$80001 TO $90000 1 6585 2.901 505355180.00 613002695.62 569110985.061 20956.00| 55309622.991 89252122.52 7095186.65
$90001 TO $100000 1 5516 1.991 358621582.00 589577935.00 383977350.951 15563.001 30759375.321 68386060.98 5302698.59
$100001 TO $1500001 7982 3.521 707583865.00 1107770863.76 898085567.761 25739.001 51258256.521 196995075.28 7255195.80
$150001 TO $2000001 917 0.501 95826032.00 202528533.36 176850529.201 r.195.00 1 3572277.851 20661826.31 805320.92
$200001 TO $3000001 91 0.051 8526371.00 35585305.75 32259030.011 211.001 6936.161 2118138.57 87358.32
$300001 TO $500000 I 91 0.05| 15571967.00 55551391.75 51317990.671 306.001 3398.361 3078502.71 89206.50
OVER $500000 1 82 0.051 18777337.00 81885809.63 78165222.521 259.001 o.ool 3599987.11 59956.20
TOTAL I227050 10017359775161.00 8885917250.63 6111062758.121 528567.0011155166089.221 1615338128.97 652769855.55



TAX LIADILITY P10 TAXADLE PAID FROM TERRI TAX
TAX LIADILITYPFOMOIITAXADLE

LEAKAGE TU MUtllCAPAL I T I — ES
SUM SUM SUM SUM

AGI CROUP
LOSS 779018.17 195788.69 761225.61 11333.70
SO 10 $10000 2723817.51 65986.97 1949983.01 25258.31
$10001 TO $20000 20866072.63 616826.03 18498297.84 180513.13
$20001 TO $30000 34475269.53 2462403.14 32147589.70 407991.63
$30001 TO $40000 43140127.20 5409102.47 41229857.96 602692.90
$40001 TO $30000 44875887.18 7922280.81 43158242.01 700366.15
SSOOOl TO $u<JOOO 41334688.23! 9599165.491 39926244.68 684434.11
$60001 TO $70000 40076977.221 10197474.331 38634482.59 824778.37
$70001 TO $60000 39042773.801 10307669.011 37657340.94 907148.12
$80001 TO $90000 35479130.581 9749151.561 34412118.54 800547.78
$90001 TO $100000 30710209.651 8393062.511 29968645.48 597150.97
$100001 TO $150000 76847109.301 22784437.921 75525106.50 1351866.79
$150001 TO $200000 16232508.771 4560646.051 16086559.97 213988.56
$200001 TO $300000 1995882.421 500809.86| 1986323.62 15148.54
$300001 TO $400000 4276015.041 1158281.621 4259979.44! 35655.37
OVTR $400000 7083086.301 1948666.141 7070013.10 37619.61
TOTAL 439933573.541 96371752.591 42327201 1 . 0011 7396494.04



UAGE t SALARY ADJ GROSS INCOME 1 TAXA1HE 1 I INCOME 1 NUMDER OF EXEMPTIONS VALUE OF EXEMPTIONS ITCMI2EDDEDUCTIONS STANDARDDEDUCTIONS
H PCTII MEAII MEAN MEAN 1 MEAN MEAN MEAN MEAN

AGI CROUP
IOCS 2919 1.07 9393.39 -20289.39 9009.011 2.75 5981.36 8091.78 5058.15
GO tO & 1 0000 92107118.55 9603.35 5765.59 707.871 1.98 3239.06 3880.95 3778.68
010001 IO 020000 92552118.791 13980.87 15631.26 6702.991 1.80 3996.69 9357.29 9097.72
020001 10 030000 32999|19.53| 22787.69 26162.92 15079.181 2.16 9729.65 5265.57 9970.58
030001 TO 000000 27298112.00 39269.55 37359.71 29181.931 2.55 5568.93 6336.97 9759.25
oaoooi ro osoooo 21893 9.62 93778.26 97788.28 ■ 32653.111 2.83 6183.05 7599.19 9978.86
OSOOOl 10 060000 1 16109 7.09 51918.93 58399.231 91030.00| 2.98 6510.95 9729.95 5287.21
060001 10 070000 12292 5.91 60750.81 69338.09 50393.781 3.lit 6777.301 10718.65 5397.79
070001 TO OSOOOO I 9227 9.06 68792.58 80950.00 60339.59-1 3.18! 6920.171 12106.01 5927.02
OSOOOl 10 090000 1 6585 2.90 76590.00 93296.53 71239.331 3.181 6880.73! 13552.33 5503.69
090001 TO 0100000 I 95161 1.99 79911.31 108957.67 '85025.981 3.201 6811.201 15193.01 5696.59
0100001 TO S1500001 79821 3.521 118697.99 138853.20 112513.891 3.221 6921.731 18396.91 5888.96
01S0001 TO 02000001 9171 0.901 109999.99 220750.85 192857.611 3.161 3895.611 22531.98 5786.98
0200001 TO S300000I 911 0.091 93696.381 378959.39 359389.951 2.321 76.221 23276.25 5823.22
030000 1 TO 0900000 I 911 0.091 159032.601 989965.89 959093.851 3.36 1 37.391 33828.60 6371.89
OVER 0900000 1 821 0.09! 228991 .91 1 998607.93 953222.231 3.161 o.ool 93902.28 5999.65
TOTAL |227050| loot 32370.731 39219.301 26915.051 2.331 5039.271 7110.06 9339.59



 -J-.'-vr -

TAX LIADILITY Pro IAXADLE TAID FROM rEDRL TAX
I AX LIADILITYproIIOII1AXABL E

LEAKAGE 10 MUHICAPAllTI­ES
MEAII MEAII MEAII MCAH

AGI GROUP
LOGS 322.OS 8 0. 9S 316.69 6.69
SO TC S10000 65.69 1.57 S6.31 0.60
910001 10 520000 690.37 IS. 50 636.72 6.26
520001 10 530000 10SS.90 7S.63 976.35 12.37
530001 10 SSOOOO 1S83.ZS 198.51 1513.13 22.12
SSOOOl 10 SSOOOO 205S.S7 362.69 1975.86 32.06
SSOOOl 10 S60000 2566.73 596.07 2679.28 62.50
560001 10 570000 3260.SI 829.60 3163.06 67.10
070001 io seoooo 6231.36 1117.12 6081.21 98.31
SSOOOl 10 S90000 5387.871 1S80.51I 5225.83 121.57
SSOOOl 10 0100000 6800. 31 1 1969.231 6636.101 132.23
SI00001 10 S1SOOOO 9627.551 ' 28 5S.S3 I 9661.931 169.36
S1S0001 10 5200000 17701.751 S97 3.561 17562.601 233.36
0200001 10 5300000 21932.77| 550 3 .SI I 21827.731 166.67
$300001 TO $500000 S6989.18| 12728.371 66812.961 391.82
over osooooo 86379.101 2376S.22I 86219.671 658.78
101 AL 1937.631 626.651 1866.221 32.58



TABLE 24
1992 TAX ALTERNATIVE TWO

LOW ECONOMIC SCENARIO

WAGE 1 SALARY ADJ CROSS I TICUf 1C TAXAOIEINCOME | HUMDCR OF EXEMPTIONS VALUE OF I EXENPIIONS I ITEMIZEDDEDUCTIONS STANDARD DEDUCT IONS
11 PCTH SUM SUM SUM SUM SUM ! SUM SUM

ACt CROUP
toss 2269 1.01 21510055.06 -98921117.11 8119197.25 6310.00 19389199.991 18863529.79 8119293.02
to 10 S10000 1S092 17.15 171929969.00 218101755.25 21788122.161 56979.00 129185397.201 155179388.06 197771688.19
S10001 10 $20000 19601 18.09 511957697.00 618621108.98 257917918.971 70168.00 160509956.001 179307812.29 155171903.87
$20001 TO $10000 S1S19 19.15 .7 15991887.00 822699758.59 967019651.20 66919.00 153092727.601 170561026.02 117073787.99
$10001 TO $90000 26099111.89 889916551.00 969951666.68 620719000.89 65259.00 199178971.201 169210251.67 81851799.25
$90001 10 SSOOOO 21295 9.70 925620150.0011017112968.21 690269912.17 59916.001 135751966.361 163329196.611 56699376.20
$50001 TO $60000 16056 7.11 829716111.001 915551951.61 659909197.90 97366.001 108233956.201 157095079.171 32668999.51
C60001 TO $70000 129221 5.66 752196129.001 862919791,02 629615880.111 38291.001 87197159.611 133696562.591 20033019.25
$70001 TO $80000 95691 9.16 657911971.001 771528676.15 573970189.911 30529.001 69529885.521 116622587.601 12781926.80
SSOOOl TO $90000 70281 1.20 516161709.001 655821705.91 500397250.321 22269.001 50997780.07| 95256782.391 8289696.80
$90001 TO $100000 98661 2.22 185216018.00! 526111960.95 509809953.111 15613.001 39820123.271 79625087.751 5192120.00
$100001 TO S1S0000 9196 I 9 .26 815105299.0011109899122.58 1055918619.101 30255.001 63751)56.711 171695717.991 8996936.00
S1S0001 TO $200000 11711 0.51 126191782.001 258167717.96 229999628.731 3716.001 5901653.061 26731036.171 1093990.00
$200001 TO $100000 191| 0.07 11819587.001 50797706,62 97093251.321 378.001 23787.091 3532868.261 131999.90
$100001 TO $900000 171 0.02 5966911.001 17275559.88 16280573.601 110.001 o.ool 939781.281 97270.00
OVER $900000 89| 0.09 16066922.001 77910098.11 73190582.271 275.001 o.ool 9699666.061 65788.00
torn 2195891 100 790581 1671.00 I 9060191710.75 6296913228.991 51 3353.001 1161612157.311169123631 3.68 I 655939888.73
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UAGE t SALARY| ADJ GROSS IIICUMC TAXADLEIIICUMC MIIMDLR OF 1 EXCMPI100S VALUE 01 EXEMPTIONS iTrnizro DEDUCT I (IMS STANDARD DEDUC1 IONS
H retd MCAN MCAII Mr am MEAII ! MEAII MEAN MEAN

AGI GROUP
toss 226S 1.03 9500.91 -21656.09 3586.08 2.80 | 6353.66 8331.95 5336.81
SO 10 S10000 3R092|17.35 6552.781 5750.26 626.50 1 .681 3391.60 6073.67 3968.89
S1000I 10 S20000 39603118.OS 13619.631 15652.98 6513.08 1.771 6052.96 6527.63 6226.50
520001 TO SSOOOO 31516|16.35| 22702.351 26162.221 16819.911 2.121 6856.36 5612.23 6666.13
SSOOOl 10 SSOOOO 26099111 89| 33887.761 37219.961 23783.821 2.50| 5715.89! 6683.601 6953.21
SSOOOl TO SSOOOO 21295 I 9. 70| 63666.561 67816.66! 326 16 .611 2.791 6376.921 7669.861 5198.93
SSOOOl 10 $60000 160561 7.311 51366.98 58360.701 60757.611 2.951 6761.031 9786.201 5198.91
SSOOOl TO S70000 126221 5.661 60569.66 69515.961 50286.651 3.08| 7031.651 10762.891 5567.66
;7000 1 TO sooooo 9 5 6 S | 6.361 68790.62 81006.251 59961.331 3.191 7269.661 12193.911 5658.22
SSOOOl TO >90000 70281 3.20 1 76318.11 93662.121 71193.601 3.171 7178.111 13553.90| 5768.71
S90001 TO S100000 68661 2.221 79166.82! 108206.001 86217.931 3.211 7155.801 15336.021 5863.31
S100001 TO SISOOOO 9366 | 6.26 1 89356.301 139680.961 112927.311 3.26| 6821.221 18365.691 6105.62
SIS0001 TO $200000 11711 0.531 107892.21 220638.531 191711.891 3.171 6616.561 22827.531 6177.63
S200001 TO SJOOOOO 1631 0.07| 96765.361 355228.721 328973.791 2.66| 201.311 26705.371 6261.66
6300001 10 SSCOOOO 37| 0.021 161267.921 666906.891 660015.501 2.971 o.ool 25399.691 6752.86
OVIR SSOOOOO 86 I 0.06 I 191266.931 927500.581 870721,221 3.271 o.ool 55293.661 5980.73
TOTAL 2195861 100 I 33726.551 61366.551 28668.851 2.36| 5290.061 7676.301 6557.79



#

TAX LIAMim PrO TAXAOLC
PAID fRUM rtDRl TAX

1 AX lIAnilllY PI 1)NOH TAXADLE
ItAXAGt in MUM ICAPAL11 I■ ES

HLAII MCAN MCAII MCAII
AGI GROUP •
1055 295.69 79.65 288.85 9.55
$0 TO S1U000 57.59 1.50 90.70 0.53
$10001 TO $20000 976.08 13.71 921.92 9.07
$20001 TO $10003 1027.52 73.11 958.10 12.07
$ 3000 1 TO $'<0000 1556.62 199.17 1987.99 21.98
$$0001 TO $50000 2032.08 355.99 1955.151 30.75
$50001 TO $60000 2539.21 1 588.23 2953.321 92.07
$60031 TO $70000 3232.691 829.98 3117.681 66.11
$70001 10 OSOOOO 9173.991 1103.61 9025.57 I 97.50
$80001 TO $90000 5339.581 1961.79 5173.891 121.32
$90001 TO $100000 6739.001 1952.99 6569.561 139.37
$100001 TO $150000 9790.391 2909.31 9573.721 168.75
$150001 TO $200000 17865.631 9998.97 17702.961 239.62
$200001 TO $300000 26008.571 e.3 98.35 25876.681 206.53
$300001 TO $900000 93592.761 12191.97 93377.901 193.63
OVCR $900000 79759.081 21983.95 79599.061 387.09
TOTAL 2063.361 969.58 1988.871 39.89



The projected time pattern generated from 1970 
data can be used to translate the projected tax 
presented 1n the tables below Into gross receipts (col.
3), and net receipts (col. 4) by quarter and fiscal
Consumer Price Index (col. 5) 1s used to deflate or
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.

L i a b i l i t y  to  C o l le c t io n s

- 1979 accounting 
year collections 
2), refunds (col. 
year. The U. S. 
Inflate the net

TABLE 25 

(PHD TAXABLE) 

LIABILITY TO COLLECTIONS 

TAX ALTERNATIVE THO

---------USING HISTORICAL DATA-

6R0SS NET NET REC 6RQSS 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) (4a noa) (4a noa) (4a noa) (4a real)

06 325.98 86 325.9B
75/1 413 41 417 88/1 40 41 (41)
12 425 40 425 12 40 to (40)
13 427 42 425 /3 41 43 (41)

H 434 414 421 /4 479 46 473
TOTAL 4104 416 487 155.16 4184 TOTAL 480 49 m 338.66 468

74/1 436 42 434 89/1 4105 45 499

12 446 41 445 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

77/1 453 43 450 90/1 4110 46 4103
12 462 41 461 12 4144 42 4142
/3 477 415 463 /3 4141 420 4121
/4 460 422 438 /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
/4 450 425 425 /4 4120 435 486
TOTAL 4181 436 4146 187.62 4253 TOTAL 4532 457 4475 387.35 4400

79/1 443 410 433 92/1 4117 45 4112
12 442 41 441 12 4154 42 4152
13 442 415 427 / 3 4150 415 4135
/4 447 431 416 /4 4121 434 487
TOTAL 4174 457 4117 205.22 4186 TOTAL 4542 455 4486 405.09 4391

-( 92 )-



TABLE 26
1988 TAX ALTERNATIVE TWO

MODERATE ECONOMIC SCENARIO

WAGE t SALARY ADJ GROSS INCOME TAXABLEIIICOME HUMBER OF | EXEMP T1OTTS I VALUE OF EXEMPTIONS ITEMIZEDDEDUCTIONS STANDARDDEDUCTIONS
tl PCTH sun sun sun sun i SUM sun SUM

AGI CROUP
LOSS 3100 1.17 28281191.00 -61999990.96 11505727.51 8295.00 16031015.29 23199903.58 8920079.90
SO >0 S 1 0000 59903122.92 270128023.00 33855S016.00 56699579.29 85667.001 167031150.00 202316598.83 188501300.20
S10001 TO $20000 59789120.6B 728576580.00 851035982.08 909898280.60 98951.001 192938850.00 216291959.99 179005920.90
$20001 TO $30000 39911119.88 891007933.00 1030107863.38 623992788.56 88093.001 171696333.31 199628692.21 1 1 9972065 . 00
$3000 1 TO $<<0000 31031111.71 1030650179.00 1150799371.58 769557391.66 81796.001 159257939.75 191690072.93 79069707.80
$'■0001 TO $500.00 239591 9.09 1032909999.00 1192699829.99 799975009.57 69958.001 135255859.961 178033078.19 98153836.10
$500C1 TO $60000 171631 6.98 882968616.00 998697869.19 718019053.731 51769.001 100765961.631 163589738.02 25302837.20
$60001 TO $70000 122061 9.61 792922172.00 899152753.33 625583999.21| 38299.001 79256265.581 128899532.89 19169300.00
$70001 TO SSOOOO 8529 | 3.22 588115206.00 688799061.32 522169281.651 27190.001 52566559.891 102377161.71 7935050.00
SSOOOl TO $00000 56721 2.19 932329512.00 523886838.01 911022653.001 17968.001 39313376.561 76079699.81 9995600.00
$90001 TO $100000 35991 1.39 282732792.00 381335889.95 301526506.321 11218.001 20913980.921 59197958.58 2602100.00
$100001 TO S150000 59271 2.05 973620536.00 768821667.39 619099733.231 17285.001 29172909.621 98089229.99 3895000.00
$150001 TO $200000 970 1 0.18 97369897.00 101999093.67 90063530.181 1909.001 906229.671 10369538.82 322800.00
$200001 TO S300000 99| 0.02 9666366.00 18125990.20 16787989.761 116.001 8979.811 1277530.62 15200.00
$30000 1 TO $'.00000 951 0.09 15666962.00 96319279.99 92683968.921 339.001 o.ool 3989810.52 97100.00
OVCR $600000 831 0.03 1 76 33031 . 00 85189879.61 81601792.581 256.001 o.ool 3967582.03 92900.00
TOTAL 2699211 100 7969072893.00 8893916339.10 6089571225.771 597999. 00 1 1 1551)6 3895. 951169 7885028.16 677896596.10
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OVER $900000 I 7565311.55| 2027675.231 7352912 . 931 395/17.82 
TOTAL | 128139195.761 86262599.261 911180922.731 6887553.23



HACE 1 SALARY ADJ CROSS INCOME
TAXADLE
IIICUMC

IIIIMOCR OF CXCMUIIONS
VA1UE OFe x cm* 11 u us

Ml 1I7CO DCDUCt IUIIS
51 AIIDARD [ICUUC 11UII5

H rent MCAII MCAII MCAII MCAII MCAII MCAII MCAII
AC I GROW*
LOSS 3100 1.17 9122.95 -19878.52 3711.53 2.68 5171.30 7683.68 6360.67
50 TO 510000

------
59603 22.62 6567.38 5726.77 953.56 1.66 2811.831 3605.83 3295.25

510001 TO 520000 56786 20.68 13299.08 15570.76 7390.81 1.81 3521.81 3967.17 3591.75
520001 TO 530000 3951 1 16.88 22608.10 26192.07 15832.96 2.23 6355.29 6938.66 3992.81
530001 TO SSOOOO 31031 11.71 33213.57 37138.13 26638.50 2.63 5132.22 6177.63 6276.73
550001 TO SSOOOO 23956 9.06 63120.56 67765.65 33375.63 2.90 5666.68 7632.29 6502.06
550001 TO 560000 17163 6.68 51666.05 58266.17 61835.00 3.02 5871.12 9531.26 6676.66
S60001 TO 570000 12206 6.61 60826.36 69255.29 51252.17 3.13 6083.59 10555.86 6701.06
570001 TO 580000 8526 3.22 68995.21 80939.96 61258.71 3.19 6166.89 12010.66 6760.17
580001 TO 550000 5672 2.16 76220.82 93376.91 72665.21 3.17 6069.611 13613.20 6806.93
590001 TO 5100000 3569 1.36 79665.67 107539.73 86960.98 3.16 5892.78 15271.19 6881.99
5100001 TO 5150000 5627 2.05 87271.15 138031.66 113166.26 3.19 5375.62 18073.38 5099.67
5150001 TO 5200000 670 0.18 100786.91 216902.22 191626.53 2.99 1928.16 22052.21 6966.15
5200001 TO 5300000 69 0.02 95231.96 369918.17 362601.73 2.37 172.96 26072.05 5066.67
5300001 TO 5500000 95 0.06 166910.13 687518.73 669299.67 3.57 0.00 36736.85 5837.50
UVCR 5600000 83 0.03 212666.16 1026323.79 983156.13 3.08 0.00 61778.10 6766.67
TOTAL 266921 100 28193.59 33656.15 22967.69 2.26 6360.03 6220.29 3777.50



TAX LIADILITY PFD IAXA0LE PAID TROM FlORL TAX
1 TAX LIADILITY

pro 
I IIOIITAXADIE

1EAKAGE TO MUM ICAPAL 111 * E5
MEAN MEAII 1 MEAII MEAII

AGI GROUP I .
1055 313.57 78.02 307.13 5.38
50 TO 510000 82. 68 1.82| 62.17 0.63
510001 10 520000 535.59 15.50| 579.60 5.29
520001 TO 530000 1090.93 76.281 1023.03 12.28
530001 TO 550000 1611.69 193.29 1553.66 21.56
550001 TO 550000 2113.85 375.78 2037.53 32.01
550001 TO 560000 2650.05 6)7.11 2555.07 55.12
560001 TO 570000 3359.50 852.55 3235.35 69.81
570001 TO 580000 5330.881 1156.83 5188.151 100.55
SSOOOl TO 590000 5580.151 1509.99 5328.571 120.68
590001 TO 5100000 6723.521 1955.30 6571.651 132.98
5100031 10 5150000 9510.791 2793.90 9260.281 161.03
5)50001 TO 5200000 16376.091 5589.52 16250.931 209.98
5200001 TO 5300000 17552.231

58162.351
5525.85 17568.621 177.06

5300001 TO 5500000 13333.23 57992.581 505.80
OVCR 5500000 88739.051 25529.821 88589.311 576.96
TOTAL 1617.231 325.621 1552.091 26.00



TABLE 27
1989 TAX ALTERNATIVE TWO

MODERATE ECONOMIC SCENARIO

UAGE 1 SALARY ADJ GROSS mciinc 1 AXADLE INCOME UUMOCR OFcxcni* r i oris VALUE OF EXEMPT IUIIS | IT TMIZT D 1 DEDUCT IUIIS STANDARD Dl DUCII(INS
H PCTII SUM SUM SUM SUM SUM SUM sun

AC.I GROUP
1050 1006 1.12 28070529.00 -65587886.75 12527197.25 8115.00 16056655.29 23685966.55 9011311.99
CO 10 C10000 56662 21.11 257615650.00 125767512.55 59707681.10 82012.00 166006000.001 201516525.51 188252971.03
510001 TO 520000 55103 20.25 720811102.00 855126250.27 190899175.82 97269.00 196522000.001 22111/137.87 180276961.16
C20001 TO S30U00 19715 15.81 897217179.00 1018269296.78 622509739.02 87008.00 173966000.001 199618758.65 126600871.11
510001 TO 550000 11588 11.77 1055289116.00 1175989186.56 777566279.07 81557.00 162896000.00 196678226.06 86611576.09
550001 TO 550000 25615 9.18 1062595617.00 1 1759177.75. 501 818657181.51 70535.00 160867569.66 183766368.07 52882562.28
550001 TO 560000 17785 6.61 911552715.00 1015260965.56 739312225.991 53667.00 106763931.55 170569901.29 28631225.61
560001 TO 570000 11052 5.86 791217711.00 901171006.17 666591012.651 60629.00 80566991.87 133267965.76 16663065.36
57000 1 TO 52.0000 9156 1.59 651111916.00 757005158.90 571722995.351 29782.00 59068005.95 112581120.68 9607889.83
530001 TO 590000 6133 2.18 586856827.00 595002856.86 560518317.161 20259.00 39829895.91 85622666.16 5926512.73
590001 TO 5100000 5221 1.57 111768199.00 556522662.61 360691218.151 13667.00 26015699.13 61676806.25 3515666.80
5100001 TO 5150000 6717 2.50 592160691.00 931516855.65 763683792.711 21686.00 37687267.22 122155700.71 5090033.56
5150001 TO 5200000 6 58 0.25 67581115.00 153061505.29 125800597.831 1992.00 1608859.59 16703366.82 672561.20
5200001 TO S100000 78 0.01 6577017.00 32038015.95 10026668.921 18S.00 o.ool 1916367.02 39757.20
5100001 TO 5500000 90 0.01 11956050.00 55523651.28 52368661.861 311.00 366.661 3013362.78 65933.50
OVCR 5500000 80 0.01 15117588.00 76761367.92 71162863.071 266.00 o.ool 5300106.85 60311.60
101 AL 268150 100 7885752785.00 957 1662938. 98 16503820169.Ill 608112.00 1203805002.5911766016633.86 711076730.90



TAX LIADILITY pro TAXADLE PAID FROM FEDRL TAX
TAX LIADILITYproMOMTAXADLE

LEAKAGE TO MUIIICAPAL1TI- 
ES

SUM SUM SUM SUM
AGI CROUP
LOGS 1081575.60 278966.99 1060568.93 16367.79
so 10 sioooo 6626568.31 106806.75 3260926.70 35337.05
510001 TO 520000 286 9620 9 .8 9 810030.50 25360323.15 223626.97
520001 TO S.TOOOO 63096391.17 3036755.28 60259220.93 686825.70
510 00 1 TO 560000 50876666.60 6238092.11 68660215.71 676183.62
560001 TO SSOOOO 51786 155.23 9229698.56 69812111.33 770911.93
550001 TO 560000 66587502.19 10861659.61 66997382.98 771571.61
560001 TO 570000 63613919.921 11066291.86 61835652.96 895708.56
570001 TO SSOOOO 60300629.681 10662287.51 38386676.81 936339.68
530001 TO 590000 36003555.861 9575037.72 33776067.661 766939.03
590001 TO 5100000 28723799.221 8332613.20 28035205.671 560911.27
5100001 TO 5150000 66599783.921 19006128.72 63505698.721 1116595.30
5150001 TO 5200000 10937780.681 3019728.69 10860637.681 161997.86
5200001 TO 5300000 1969921.601 532699.81 1961560.601 18655.30
5300001 TO 5600000 6520717.031 1262162.15 6506690.6 3 j 33575.76
OVCR 5600000 6690870.601 1E6 9596.6 7 6678165.201 36938.32
TOTAL 662283666.701 95925953.89 663372833.631 7678335.37



MAGE 1 SALARY ADJ GROSS IIICUMC TAXADLEIIICUMC DUMBER OF EXEMPTIONS VALUE OF EXEMPTIONS ITr.MI2r.D DEDUCT 10115 STANDARD Dr IIIIC 1 IOIIS
H PCTH MEAII MEAII MEAII MEAN MEAN MEAII MCAII

AGI GROUP
LOGS S006 1.12 9338.17 -21510.30 4167.40 2.70 5340.87 7813.03 4542.91
SO TO G10000 56062 21.11 4546.89 5759.00| 877.27 1.45 2894.43 3556.47 3447.67
510001 TO 020000 5 4 S 0 8 20.24 13272.651 15582.86 7197.82 1.79| 3581.83 4071.91 3734.02
520001 TO OSOOOO 397S5 14.81 22580.03 26186.52 15664.02 2.191 4378.10} 5023.75 4137.37
OSOOOl TO $40000 S1588 11.77 33407.921 37257.48 24615.24 2.581 5156.831 6226.36 4418.99
050001 10 050000 246 54 9.18 43131.23 47798.46 33232.41 2.86 5718.42 7459.79 4652.70
050001 TO 500000 17785 6.6 5 51365.91 58281.88 41569.43 3.01 6001.91 9590.66 4865.46
S&0001 TO 070000 1S 0 4 2 4.86 60668.43 69330.70 51111.10 3.10 6177.35 10601.74 4902.55
570001 TO OSOOOO 9S56 3.49 68761.64 81058.37 61107.63 3.18 6311.241 12033.06 4955.07
030001 TO 090000 6S88 2.58 76212.72 93304.51 72094.29 3.17 6235.11 13403.67 5026.73
090001 TO 5100000 4223 1.57 79035.85 108155.10 85411.13 3.19 6160.43 15078.57 5109.95
0100001 TO 0150000 6717 2.50 88158.51 139060.75 113694.92 3.20 5610.731 18186.05 5374.91
0150001 TO 0200000 658 0.25 102707.19 217388.301 191186.32 3.03 2445.08! 22353.871 5031.30
0200001 TO SSOOOOO 78 0.03 83038.68 410743.791 384954.73 2.311 o.ool 24568.551 4969.65
0300001 TO $400000 90 0.031 154956.001 505816.13! 470760.47 3.461 3.851 33487.361 6569.79
OVCR 0400000 80 0.031 191743.60! 959516.851 891785.54 3.301 o.ool 66251.311 5330.20
TOTAL 268S50 100 I 29386.071 35380.501 24236.33 2.27| 4485.951 6499.031 3950.43
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$ 2 0 0 0 1  10 $ 3 0 0 0 0

000000►—000•00
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$ 5 0 0 0 1  TO $ 6 0 0 0 0  

$ 6 0 0 0 1  TO $ 7 0 0 0 0  

$ 7 0 0 0 1  TO $ 8 0 0 0 0  

$ 8 0 0 0 1  TO $ 9 0 0 0 0  

$ 9 0 0 0 1  TO $ 1 0 0 0 0 0  
$ 1 0 0 0 0 !  TO $ 1 5 0 0 0 0  

$ 1 5 0 0 0 1  TO $ 2 0 0 0 0 0  

$ 2 0 0 0 0 1  TO $ 3 0 0 0 0 0  

$ 3 0 0 0 0 1  TO $ 9 0 0 0 0 0

OVER $ ' . 0 0 0 0 0  I B 3 6 3 5 . 8 3 I  231 1 9 . 9 6 1  8 3 9 7 7 . 0 6  1 9 3 6 . 7 3



TABLE 28 
1990 TAX ALTERNATIVE TWO 

MODERATE ECONOMIC SCENARIO

UAGE 1 SAIARY AOJ GROSS INCOME TAXABLEINCOME MINDER OF EXEMI' I IONS 1 VALUE OF I EXEMPTIONS I Iir.MI2EO DCUUC1 IONS STANDARDormicuuNs
H PCTII SUM SUM SUM SUM SUM ! SUM SUM

AGI GROUP
LOSS 2925 1.09 26365568.00 ••59283482.17 11337997.98 7950.00 16496112.091 22824015.78 9373639.40
SO TO S10000 53944 20.14 244905721.00 308713792.33 43056718.50 77609.00 162308222.671 199670764.381 185244312.37
S1000) TO S20000 52742 19.70 703208749.00 821126187.45 370647855.45 93055.00 194619196.801 220867731.34 186756467.60
$20001 TO SSOOOO 39408 14.72 893115999.00 1028639440.14 609644898.11 84237.00 176173376.401 201989234.29 131116493.43
$3000) TO $40000 31554 11.78 1062534280.00 1173442339.22 770072221.35| 80088.00 167362366.651 198689943.63 83535175.35
$40001 TO SSOOOO 24721 9.23 1067862265.00 1177443432.09 812942509.281 69872.00 145995525.29| 186123344.48! 57144337.87
S50001 tq $60000, 18138 6.77 932249695.00 1056722125.05 750862451.921 53910.00 112595198.691 174443483.61 1 31564743.03
S600Q1 TO $70000 13563 5.06 822511897.00 939857608.90 690064852.081 41827.00 87163767.721 144311044.921 13607855.21
$70001 TO $80000 1 0073 3.76 695422872.00 814731935.87 611876117.071 31954.00 66362892.921 121867843.561 11260025.10
$80001 TO $90000 6963 2.60 532100419.00 649054524.68 500150049.991 22062.00! 45426453.021 93618955.431 6936209.03
$90001 TO $100000 4660 1.74 370013362.00 504648932.17 397286463.181 14755.001 29914591.711 70727157.771 4049713.98
$100001 TO $150000 7 94 7 2.97 701929743.00 1102871983.44 898160155.21 I 25661.001 47835041.271 144969873.561 6519336.20
S1S0001 TO $200000 853 0.3? ■ 89488808.00 186064265.47 163004905.631 2641.001 2735090.691 19093869.161 726619.36
$200001 TO $300000 109 0.04 9900570.UO 42186195.84 39206127.931 274.001 6330.58| 2340137.331 104252.06
$300001 TO S400000 108 0.04 15989348.00 53490334.51 49940619.071 357.001 105.661 3378409.781 109430.25
OVCR $400000 ’ 74 0.03 14865466.00 74469794.42 70193242.721 240 .01'! 2091.601 4170232.801 76103.10
TOT Al 247782 100 8182464762.00 9874179409.39 6788447165.41 I 606492. 00|1254996363. 75 I 1809586546.60 1 741175271.40



TAX LIADILITY 
rro TAXADLE PAID FROM FEDRl TAX

TAX LIADILITYproHOIIT AXADLE
LEAKAGE TO MUII1CAPALIU- ES

SUM SUM SUM SUM
AGI GROUP
LOSS 9S57S7.0S 237853.17 916902.90 13259.15
SO 10 S10000 S867S20.11 91723.07 2803078.17 31091.58
S10001 TO 020000 27017331.22 7767S5.83 26061676.68 219665.31
020001 TO SSOOOO S213SS71.87 2966518.SO 39372827.67 675261.97
010001 TO SSOOOO 50271861.261 6217708.86 6808S139,38 686035.78
SSOOOl TO SSOOOO 51135570.891 902S039.79I 69196957.121 769675.23
OSOOOl TO S60000 S6956525.11I 1092397S.29I 65368966.05! 772112.68
060001 TO $70000 SS6S9728.52 I 11381565.291 S3083899. 06 I 919119.20
070001 TO SSOOOO S2861356.971 11*352896. SS | 61352998.731 992969.53
OSOOOl TO 090000 37718007.151 10369219.701 36598827.91| 838679.05
090001 TO 0100000 31S96523.631 91 5555S.S 31 30739306.681 620917.53
0100001 TO S1SOOOO 76SS8228 .Oil 22721651.021 75161596 .61 I 1331737.20
S1S0001 TO 0200000 1S65S285.711 S063208.621 16522577.31 1 196269.12
0200001 TO OSOOOOO 2595321.111 662832.661 2583517 .511 21328.06
0S00001 TO OSOOOOO 5380987.031 1666756.991 5361381.831 66361.06
OVCR OSOOOOO 653986S.88 I 1807322.831 6527923.281 22666.83
TOTAL | S8S703020.511 103185571.191 665695570.271 7952906.10



—

4

UAGE 1 SAURY ADJ GROSS INCOME TAXADLEINCOME NUMDER OF EXEMPTIONS VAIUE OF EXEMPTIONS ITEMIZEDDEDUCTIONS STANDARD 
Dr DUCT MIIS

11 PCTM IICAII MCAN MCAII MEAN MEAN MEAN MEAN
AGI GROUP 
IOSS 2925 1.09 9013.87 -20309.52 3876.25 2.72 5639.70 7303.08 6792.25
SO 10 $10000 5S9SS 20.IS S5S0.00 5759.72 798.17 1.56 3008.831 3701.551 3599.06
S10001 TO S20000 527S2 19.70 13332.99 15603.35 7027.57 1.76 3690.021 5187.70 3868.28
S20001 10 SSOOOO S9S08 IS.72 22663.32 26159.51 15570.03 2.16 5570.501 5125.59 6276.52
SSOOOl TO SSOOOO 315 5 S 11.78 33673.521 37239.13j 25905.90 2.56 5309.001 6296.82 6572.15
SSOOOl TO SSOOOO 2S721 9.23 S3196 .56 I 57687.151 32885.691 2.83 5905.73 7523.93 6800.03
SSOOOl TO $60000 181 38 6.771 51397.601 58337.32) 51397.201 2.97 6207.70 9617,571 5051.93
SSOOOl TO S70000 1SS6S 5.061 6 0 6 S 3 .8 0 I 69377.551 50078.681 3.08 6626.58 10660.05! 5086.89
S70001 TO SSOOOO 1 00 7 S S.76| 69038.31 | 81053.661 60766 . 18 I 3.17 6588.20 12093.671 5179.60
SSOOOl TO $90000 6 96 S 2.60| 7 6 S18 .2 7 | 93375.701 71829.681 3.17 6523.98 13665.201 5266.90
S90001 TO S100000 S660 1.7S| 79S02.01I 108317.011 85255.611 3.17 6519.661 15177.501 5316.59
S100001 TO SISOOOO 79S7 2.971 88326.381 138813.351 113018.771 3.23 6019.261 18262.691 5596.67
S1S0001 TO $200000 855 0.321 1 OS910.68 I 218129.27*1 191096.021 3.10 3206.661 22386 17| 5132.371
S200001 TO SSOOOOO 109 O.OS 1 90830.921 387029.321 359689.251 2.51 58.081 26056 . 11 I 5636.961
SS00001 TO SSCOOOO 108 0.051 158069.521 595280.881 662613.161 3.31 0.981 31281.571 6617.071
OVER SSOOOOO 7$ 0.031 200385.631 1020139.171 958557.331 3.26 28.261 56356.501 5356.03j
TOlA'l 267732 1 0 0 | 30556.SS| 36956.061 25350.651 2.26 6686.631 6757.691 6117.531



TAX LIADILITY PID 1 AXADL C
|TAX llAniLITY 

paid trom rroTEDRl 1 AX I KOtllAXADLE
LEAKAGE TO MUIIICAPAl 111- E5

MEAN MCAII I MEAN MCAII
AGI GROUP 
IOGS 319.91 81.32! 312.79 4.53
CO 10 S10000 71.69 1.701 51.96 0.58
C10001 10 $20000 512.25 14.731 455.84 4.16
$20001 TO $10000 1069.18 75.231 999.11 12.06
SSOOOl TO $40000 1593.20 197.051 1523.90] 21.74
$40001 TO $50000 2068.51 365.041 1990.091 31.13
$50001 TO $60000 2588.851 602.271 2501.321 42.5 7
$60001 TO $70000 3294.971 839.161 3176.581 67.77
$70001 TO SSOOOO 4255.071 1126.071 4105.331 98.58
SSOOOl TO $90000 5416.921 1489.191 5256.191 120.45
$90001 TO $100000 6758. 911 1964.711 6596.421 133.24
$100001 TO $150000 9619.761 2859.151 9455.341 167.58
$150001 TO $200000 17179.701 4763.431 17025.181 227.75
$200001 TO $300000 23810.291 6081.031 23702.001 195.67
$300001 TO $400000 49823.951 13377.381 49642.421 410.57
OVER $400000 88376.551 24423.281 88215.181 303.31
TOTAL 1810.071 385.331 1739.081 29.70



TABLE 29 
1991 TAX ALTERNATIVE TWO 

MODERATE ECONOMIC SCENARIO

1 ADJ GR05S 1 TAXAIHE UAGE t SALARY! INCOME I INCOME HUMBER OF | VALUE OF EXEMPTIONS 1 EXEMPTIONS ITEMIZED DEDUCT TUNS STANDARDDEDUCIKNIS
M PCTH SUM 1 SUM 1 SUM SUM 1 SUM SUM SUM

AGI GROUP 
1055 2826 1.05 26151717.Col -58930891.95 | 1 1872666.66 7702.00| 16712652.69 22706079.67 9613525.57
SO 10 SIOOOO 51193 19.07 233395605.001 292786918.061 36508507.86 76629.001 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
S20001 TO $50000 3921 9 15.61 889736838.00|1022530539.62| 595998716.60 82853.001 181193279.00 205168826.571 136673268.16
SSOOOl TO $60000 31792 11.85 1071210398.001 1 181 31 66 06 . 58 I 76857 7 005.95 79365.001 173630339.69 202269836.331 93983366.12
$50001 TO $50000 25107 9.35 1086818833.0011197238525.551 821357692.71 69920.001 152772111.16 1 9066 31 03 . 37 I 62066212.91
$50001 TO $60000 18680 6.96 959615727 .00|1087936586 . 281 767582659.23 55022.001 120208567.00 180798508.821 35065388.29
$60001 TO $70000 15172 5.28 862239297.001 983551885.85 | 71 7558051 . 15 63676.001 95213638.27 151635663.791 21077662.16
$70001 TO $80000 10701 3.99 735716610.001 866083961.501 657605955.86 33882.001 73706630.60 129320765.221 13229683.90
$50001 TO $90000 7572 2.82 576125158.001 705032371.021 551238150.72 23906.901 51677673.59 101179027.581 8368573.76
S90001 TO $100000 5223 1.95 612975522.001 565676162.951 663513266.89 16559.001 35189173.36 79515766.961 6880633.00
$100001 TO $150000 9205 3.93 813680190.0011285862525.1811063039035.66 29707.001 58979616.15 170026335.971 8268331.12
$150001 TO $200000 1073 0.50 113966305.001 231801267.081 201633786.26 3371.001 6370962.86 26230939.961 901382.66
$200001 TO $300000 153 0.05 15670167.001 52588873.081 68697808.65 369.001 15526.73 3690737.90 I 136231.32
$300001 TO $900000 55 0.02 7005312.001 22126906.061 20666225.25 162.001 0.00 1612280.81 I 68730.50
OVER $500000 79 0.03 15733671.001 86653603.571 82178076.31 251.001 0.00 6360327.261 58016.80
TOTAL 268393 100 8505137113.001 1032133690517096606276.75 611215.0011323292876.09 1888595502.161 773632893.01



TAX LIADILITY Pro TAXADLE PAID FROM FCDRL TAX _____________
TAX LIADILITY PFO MOMTAXADLE

LEAKAGE TO MUIIICAPALITI- ES
SUM SUM SUM SUM

AGI GROUP
LOSS 1055593.14 278322.34 1036789.11 13723.65
$0 TO $10000 3318606.65 85968.511 2377186.88 30487.72
$10001 TO $20000 25390554.73 712001.77 22560363.53 206268.59
$20001 10 $30000 41266377. 95' 2928040.45 38549653.041 474539.08
$30001 TO $40000 50123231.75 6218385.55 47962929.831 673221.00
$40001 TO SSOOOO 51450103.85 9080924.39 49523561.141 _____________̂ 766299.12
SSOOOl TO $60000 47732058.89 11083139.22 46125932.311 781126.32
$69001 TO $70000 46114937.63 11757638.98 44471054.741 940522.03
$70001 TO $80000 44953432.37 11896045.57 43375319.881 1039349.89
$80001 TO $90000 40541161.56 11128119.07 39329356.271 899276.75
$90001 TO $100000 35248918.10

88626082.71
10234790.70 34401929.921 686964.56

S100001 TO S1S0000 26207406.441 87113010.711 1527391.51
$150001 TO $200000 18197218.12| 5130469.021 18027938.12| 249363.57
$200001 TO $300000 3254277 . 01 I 833662.44| 3237082.21 I 30080.94
$300001 TO $400000 2007614.021 505826.921 2000226.421 9389.03
OVCR $400000 7109793.941 1966911.041 7097705.141 32630.82
TOTAL 506389962.421 110047652.391 487190039.251 8360634.58



UAGE t SALARY
ADJ GROSS IIICOME

TAXADLEIIICOME
IIUMBER OF EXCMPT10HS

VALUE OF EXEIIPIIOH5 DEDUC11UIIS 0CPUCI10II5

MEAII MEAII MEAII MEAII MEAII MEAII MEAII

AGI GROUP
LOGS 2826 1.05 9253.97 -20909.69 9201.23 2.73 5913.82 8039.00 5009.81

SO TO S10000
-------
51 1 9 S

------
19.07 9559.11 5796.331 711.20 _____*______ _ — _ _ 1.95 3180.03 3867.95 3768.72

S10001 TO $20000 51365119.19 13361.59 15592.75 6788.67__________ 3835.89 9359.08 9028.69

$20001 TO SSOOOO
----

39219119.61 22686.37 26129.951 15196.66 2.11 9620.09 5231.36 9935.99

SSOOOl TO S90000
--

31792111.85 33699.35 37213.851 29175.17 2.50 5955.16 6361.66 9733.01

590001 TO SSOOOO
---

251071 9.35 93287.98 97792.991 32719.29 2.78 6089.89 7593.23 9972.06

SSOOOl TO $60000 186801 6.96 51371.29 58309.391 91091.15 2.95 6935.15 9678.72 5250.10

S60001 TO $70000
-------i------
191721 5.28 60891.05 69973.891 50632.09 3.06 6718.93 10699.65 5311.86

S70001 TO SSOOOO 107011 3.99 66658.69 81099.00 60516.17 " ’ ’ ’ i n 6887.83 120A9.92 5373.97

SSOOOl TO $90000 75721 2.82 76086.26 93295.92 71978.89 3.16 6829.89 13362.26 5991.19

$90001 TO $100000 52231 1.95 79068.69 108395.99 89915.93 V-\l 6737.35 15229.15 5569.92

S100001 TO S1S0000 9209| 3.93 88383.33 139735.11 113329.591 3.23 6908.09 18973.15 5839.57
------ «------

10731 0.90 106192.27 216031.00 187915.92 3.19 9073.57 22582.92 5709.95

5200001 TO SSOOOOO 1931 0.05 109581.95 367759.36 390599.121 2.99 108.58 25809.36

SS00001 TO $900000 99 | 0.02 159211.69 502838.771 969232.391 3.23 0.00 32097.29 6873.05

OVCR $900000 79| 0.03 199160.39 1096881.061 1090228.611 3.18 0.00 55199.02 5801.98

2683931 100 31669.12 38591.351 26991.101 2.28 9930.93 7036.68 9308.91



TAX LIADILITY PFD TAXADLE PAID FROM FEDRl TAX
1TAX LIADILITY PFD1 NON 1AXADL E

1 LEAKAGE TO MUIIIC APAL 1I I -  ES
MEAN MEAN MEAN I MEAN

AGI GROUP .

toss 373.53 98.69 366.88 6 .86
$0 IO $10000 66.831 1.68 66,6 6 . 0.60
510001 TO $20000 696.12 13.86 639.221 6.02
520001 TO 510000 1052.20 76.66 982.931 12.10
S30001 TO $50000 1576.60 195.60 1508.65 21.18
550001 TO $50000 2069.23 361.69 1972.50 30.52
SSOOOl TO $60000 2555.25 593.32 2669.27 61.82
$60001 TO $70000 3253.95 829.66 3137.95 66. 36
$70001 TO $80000 6200.86 1111.68 6053.39 97.13
$80001 TO S900PO 5356.09 1669.66 5196.05 118.76
$90001 TO $100000 6768.791 1959.56 6586.62 131.53
$100001 TO S1S0000 9629.081 2867.39 9666.69 165.95
$150001 TO $200000 16959.201 6781.62| 16801.63 232.60
5200001 TO $300000 22757.181 5829.811 22636.96 210.36
$300001 TO $600000 65627.591 11696.071 65659.691 213.39
OVCR $600000 89997.391 26897.611 89866.371 613.05
TOTAL 1886.751 610.021 1815.211 31.15



M O D E R A T E  E C O N O M I C  S C E N A R I O

TABLE 30
1992 TAX ALTERNATIVE TWO

UAGE 1 SALARY ADJ GROSS INCOME TAXABLEINCOME NUMBER OF EXEMPTIONS VALUE OF 1 EXEMPTIONS ! 11EMIZCDDEDUCTIONS STANDARDDEDUCTIONS
H PCTH SUM SUM SUM SUM SUM SUM SUM

AGI GROUP
LOSS 2782 1.03 25603313.00 -59702639.05 10093991.91 7712.00 17539219.691 23117590.28 10112798.75
10 TO S10000 98792 18.13 223079635.00 278533905.75 31081597.91 71311.00 163121893.201 196987788.19 187729315.76
tlOOOl TO 020000 50190

38976
18.65 676856501.00 781699606.62 330095903.101 87589.00 200352583.201 223917120.72 199515019.66

020001 TO 030000 19.98 888895939.0011015967895.12 583660017.10 60998.00 185153766.801 207987386.91 192916391.15
i 30001 TO 000000 32175111.9611106891999 .00 |119S968691.09 775128730.30 78929.00 180905355.991 205316610.90 99733008.05
c<; oo o i TO 050000 25989 9.97 111 1559 0797. 001121 7226969.021 330992206.51 70076.001 160127929.801 195029120.63 66688562.03
tooooi TO 060000 18908 7.031 972929669.0011100596817.88| 772178558.60 59889.001 125929976.701 183563179.95 38393922.91
S60001 TO 070000 195031 5.391 880193796.00|1006003293.511 730736958.78 99089.001 100552979.981 156269996.871 23516550.80
070001 TO 080000 111991 9.19| 765660968.00| 901551955.071 669989619.85 35168.001 80097895.521 135995269.781 19968299.33
080001 TO 090000 80391 2.991 611909955.001 799701168.291 571757051.781 25269.001 57239380.771 109355337.091 9596233.60
090001 TO 0100000 5768 1 2.19| 955260282.001 625050219.331 987699380.691 18361.001 90998603.67 I 88029673.891 6252568.00
tiooooi TO 0150000 107281 3.991 956129983.0011999759712.2511208526139.921 39613.001 72967216.391 197215927.201 10237601.20
0150001 TO 0200000 1 357 1 0.501 199795972.001 297097938.69 I 257919997.091 9396.001 6397380.721 30778660.881 1286358.80
0200001 TO 0300000 170| 0.061 

0 .011
16229039.001 62192979.871 57619008.291 999.001 95981.681 9302089.961 156615.50

0300001 TO 0900000 281 9277365.001 13337617.961 12565091.781 99.001 o.ool 727776.181 23720.00
OVCR 0000000 851 0.03| 18159817.001 82022579.161 77793067.261 307.001 o.ool 9151506.901 60916.00
TOTAL 2691291 100|8862002930. 00 | 1076995259517907193165.221 619150 .00 1 1390273605.021 1960679975.811 806106810.99



TAX LIADILITY PFD IAXADLE PAID FROM FEURl TAX
TAX LIADILITY PFD MOMTAXAGLE

LEAKAGE TO nun I CAPALIII- cs
SUM sun sun sun

AGI GROUP 
1055 894306.50 228027.11 874955.29 12820.32
CO 10 G1 0000 2870655.80 89809.65 2039692.841 26601.64
C10001 TO $20000 24103632.47 o99310.65 21393831.28 202443.26
$20001 TO $30000 403 4 7063..75 2888106.27 37687002.60 467983.11
$30001 TO $40900 50629199.34 6472611.84 48480037.89 703030.23
$40001 TO $50000 51843461.61 9178522.55 49927476.56 782387 9
$50001 TO $60000 47634811.23 11035471.55 46047038.39 775903.75
$60001 TO $70000 46461027.29 11868295.57 44824693.94 946345.94
$70001 TO SSOOOO 46400593.04 12292700.48 44769390.73 1081088.92
SSOOOl TO S90C00 42545464.74 11658924.34 41269268.53 953038.43
$90001 TO $100000 38599128.25 11217342.28 37664612.27 766018.98
$100001 TO $150000 102849627.93 30572553.84 101088336.33; 1783178.54
$150001 TO $200000 23850469.80 6638894.66 23631243.00 321607.53
$200001 TO $300000 4628336.61 1217256.26 4605649.411 39350.21
$300001 TO $400000 1380131.80 372734.36 1374979.801 6829.62
OVER $400000 7368541.30 2039368.70 7354566.501 46239.76
TOTAL 532404451.46 118469930.11 513032775.371 8914867.92



W A G E  t  S A L A R Y
A D J  G R O S S  

I I I C O M E
T A X A D L E
I I I C U M E

I I U I I 0 E R  O F  
E X C M P I I O I I 5

V A L U E  O F  
E X E M P T  1 O H S

1 T E M I 2 C D  
D F . O U C  1 1 O I I S

S T A I I D A R D  
D E D U C T  1 O I I S

H P C T M M E A H ME A I I M E A H M E A H M E A H M E A H M E A I I

A G I  G R O U P

L O S S 2 7 8 2 1 . 0 3 9 2 0 3 . 2 0 - 2 1 5 1 4 . 4 6 3 6 2 8 . 3 0 2 . 7 7 6 3 0 2 . 7 4 8 3 0 9 . 7 0 5 3 0 5 . 7 4

$ 0  T O  ( 1 0 0 0 0 4 8 7 9 2 1 8 . 1 3 4 5 7 1 . 9 5 5 7 3 5 . 5 2 6 3 7 . 0 6 1 . 4 6 3 3 4 3 . 2 1 4 0 2 7 . 0 5 3 9 3 1 . 4 0

£ 1 0 0 0 1  T O  £ 2 0 0 0 0 5 0 1 9 0 1 8 . 6 5 1 3 4 8 5 . 8 8 1 5 6 1 1 . 8 2 6 5 7 5 . 9 2 1 . 7 5 3 9 9 1 . 8 8 4 4 6 1  . 3 9 4 1 7 4 . 6 8

£ 2 0 0 0 1  T O  £ 3 0 0 0 0 3 8 9 7 6 1 4 . 4 8 2 2 8 0 6 . 2 3 2 6 1 2 0 . 7 8 1 4 9 7 5 . 3 7 2 . 0 8 4 7 5 0 . 4 6 5 3 3 6 . 2 9 1  4 5 7 5 . 6 7

£ 3 0 0 0 1  T O  S At 0 0 0 0 3 2 1 7 5 1 1 . 9 6 3 4 4 0 0 . 6 8 3 7 3 0 2 . 9 3 2 4 0 9 1  .  0 3 2 . 4 5 5 6 0 7 . 0 0 6 3 8 1 . 2 5 1  4 8 7 7 . 8 7

£ 4 0 0 0 1  T O  £ 5 0 0 0 0 2 5 4 8 4 9 . 4 7 4 3 7 7 4 . 1 6 1 4 7 8 2 2 . 5 3 3 2 5 8 8 . 7 7 2 . 7 5 6 2 8 3 . 4 5 7 6 1 3 . 5 7 1  5 1 2 8 . 3 1

£ 5 0 0 0 1  T O  £ 6 0 0 0 0 1 8 9 0 8 7 . 0 3 5 1 4 5 5 . 9 8 1 5 8 2 7 8 . 8 9 4 0 8 3 8 . 7 2 2 . 9 0 6 6 3 3 . 6 7 9 7 0 8 . 2 3 1  5 4 5 5 . 0 3

£ 6 0 0 0 1  T O  5 7 0 0 0 0 1 4 5 0 3 5 . 3 9 1 6 0 6 9 0 . 4 6 1 6 9 4 5 1 . 3 8 5 0 3 8 5 . 1 9 3 . 0 4 6 9 3 3 . 2 2 1 0 7 7 4 . 6 6 5 5 2 1 . 6 1

£ 7 0 0 0 1  T O  £ 8 0 0 0 0 1 1 1 4 4 4 . 1 4 1 6 8 7 2 4 . 0 2 ! 8 1 0 3 8 . 3 8 6 0 1 2 0 . 6 6 3 . 1 6 7 1 8 3 . 0 4 1 2 1 5 4 . 1 0 5 6 3 0 . 2 4

£ 8 0 0 0 1  T O  £ 9 0 0 0 0 8 0 3 9 2 . 9 9 1 7 6 0 5 5 . 4 7 1 9 3 4 0 9 . 0 7 7 1 1 2 2 . 9 1 3 . 1 4 7 1 2 0 . 2 1 1 3 6 0 3 . 1 0 5 6 9 8 . 4 8

5 9 0 0 0 1  T O  5 1 0 0 0 0 0 5 7 6 8 2 . 1 4 1 7 8 9 2 8 . 6 2 1 1 0 8 4 0 2 . 7 4 1 8 4 5 4 3 . 9 3 3 . 1 8 7 0 9 9 . 2 7 1 1 5 2 6 0 . 8 7 5 7 9 6 . 2 6

5 1 0 0 0 0 1  T O  £ 1 5 0 0 0 0 1 0 7 2 8 3 . 9 9 1 8 9 1 2 4 . 6 7 1 1 3 9 3 8 4 . 0 6 1 1 2 6 5 1 . 5 8 3 . 2 3 6 8 0 1 . 5 7 1 1 8 3 8 3 . 2 9 6 0 7 2 . 1 2

£ 1 5 0 0 0 1  T O  £ 2 0 0 0 0 0 1 3 5 7 0 . 5 0 1 1 0 6 6 6 5 . 7 9 1 2 1 8 9 0 0 . 1 0 1 1 9 0 0 6 2 . 6 4 3 . 2 0 4 6 7 7 . 5 1 1 2 2 6 8 1 . 4 0 5 9 8 3 . 1 1

£ 2 0 0 0 0 1  T O  £ 3 0 0 0 0 0 1 7 0 0 . 0 6 1 9 5 4 3 5 . 5 2 1 3 6 5 8 3 8 . 0 9 1 3 3 8 9 0 5 . 9 3 2 . 6 4 2 7 0 . 4 8 ! 2 5 3 0 6 . 3 8 6 2 6 4 . 5 8

£ 3 0 0 0 0 1  T O  £ 4 0 0 0 0 0 2 8 0 . 0 1 1 1 5 2 7 6 3 . 0 4 1 4 7 6 3 4 3 . 5 0 1 4 4 8 7 5 1 . 4 9 3 . 5 4 1 o . o o l 2 5 9 9 2 . 0 1 7 1 8 0 . 0 0

O V C R  £ 4 0 0 0 0 0 8 5 0 . 0 3 1 2 1 3 6 4 4 . 9 1 1 9 6 4 9 7 1 . 4 6 1 9 1 4 6 2 4 . 3 2 3 . 6 1 1 o . o o l 4 8 8 4 1 . 2 6 6 0 4 1 . 6 0

T O T A L 2 6 9 1 2 9 1 0 0  | 3 2 9 2 8 . 4 6 1 4 0 0 8 5 . 7 0 1 2 7 5 2 2 . 8 4 2 . 2 8 1 5 1 6 5 . 8 3 1 7 2 8 5 . 2 8 1 4 4 8 8 . 9 0



1 AX LIADILITyJ I'lD 1 AXAOL E 1 PAID TROM rriiRi TAX
TAX IJAimilYri oIIOII1 AXAIiL E

LEAKAGE 10 MUIIICAI'AL 1 TI*rs
MCAII i MEAII MEAII MEAH

AGI GROUP 
LOGS 321.661 81 .97 316.51 6.61
SO 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 3203.551 818.33 3090.721 65.25
$70001 TO SSOOOO 6163.731 1103.08 6017.351 97.01
SSOOOl TO $90000 5292.131 1650.30 5133.631 118.55
$90001 TO $100000 6691.96| 1966.75 6529.931 132.80
S100001 TO S1S0000 9587.031 2869.79 9622.851 166.22
$150001 TO $200000 17575.881 6892.33 17616.331 237.00
5200001 TO SSOOOOO 27225.511 7160.33 27092.061 231.67
$300001 TO $600000 69290.621 13311.96 69106.621 263.91
OVER S600000 86638.721 23992.57 86526.311 566.00
TOTAL 1978.251 660.20 1906.271 33.12



Liability to Collections

The p r o j e c t e d  t im e  p a t t e r n  g e n e ra te d  f ro m  1970 -  1979 a c c o u n t i n g
da ta  can be used t o  t r a n s l a t e  the  p r o j e c t e d  t a x  ye a r  c o l l e c t i o n s
p re sen ted  1n t h e  t a b l e s  be low  I n t o  g ro ss  r e c e i p t s  ( c o l .  2 ) ,  re fund s  ( c o l .  
3 ) ,  and n e t  r e c e i p t s  ( c o l .  4) by q u a r t e r  and f i s c a l  y e a r .  The U. S.
Consumer P r i c e  Index ( c o l .  5) i s  used t o  d e f l a t e  o r  I n f l a t e  th e  n e t
r e c e i p t s  1n nom ina l  d o l l a r s  t o  r e a l  1936 d o l l a r s  ( c o l .  6) so we can 
compare e s t i m a t e d  1988 th r o u g h  1992 p r o j e c t e d  f i s c a l  y e a r  c o l l e c t i o n s  t o  
a c t u a l  c o l l e c t i o n s  f ro m  1975 t h r o u g h  1979.

TABLE 31 
(PFD TAXABLE) 

LIABILITY TO COLLECTIONS 
TAX ALTERNATIVE THO 

MODERATE ECONOMIC SCENARIO

GROSS NET NET REC
FY/Q RECEIPTS REFUNDS RECEIPTS CPI 496

(la not) (la noa) (la noa) (4a real!

B6 325.98 •

8B/1 $0 11 (41)
12 ■ 40 40 (10)
13 41 13 (41)
/4 486 16 180

TOTAL 487 49 478 338.66 475

89/1 1114 15 4109
12 4150 42 4148
13 4146 116 1130
M 4125 136 438

TOTAL 1534 460 4475 354.17 4437

90/1 4123 16 1116
12 4162 42 4160
13 1158 120 4138
/4 4132 144 188

TOTAL 4574 472 4502 370.39 4442

91/1 1129 15 4124
12 4170 12 1168
II 1165 116 1150
H 4138 435 4103

TOTAL 4601 457 4544 387.35 4458

92/1 1135 15 4130
12 1177 12 1176
13 4172 115 4157
/4 4139 134 1106

TOTAL 1623 155 4568 405.09 1457

0



ALTERNATIVE THREE: FLAT RATES/ FEDERAL TAX BASE,
NO EXCLUSIONS OR DEDUCTIONS,
HIGH PERSONAL EXEMPTION

A t r u e  F l a t  t a x  has two a t t r i b u t e s :  ( 1 )  1 t  a p p l i e s  the  same r a t e
o f  t a x  t o  everyone and t o  each component  o f  the  t a x  base ;  and (2 )  to  
a r r i v e  a t  t h e  t a x  base t h e r e  a r e  no d e d u c t i o n s  f ro m  t o t a l  Income e xcep t  
pe rso n a l  exem pt io ns  and s t r i c t l y  d e f i n e d  b u s in e s s  expenses .

To r a i s e  a c e r t a i n  amount o f  t a x  revenue 1 t  1s necessa ry  t o  make a 
t r a d e - o f f  between the  s i z e  o f  t h e  p e r s o n a l  exem pt ion  and the  m a rg in a l  tax
r a t e .  H T )

“ A h i g h e r  exempt ion  may be d e s i r a b l e  t o  secure  r e l i e f  f o r  
those  a t  the  b o t to m  o f  t h e  Income schedu le  and t o  I n c rea s e  
p r o g r e s s i v e n e s s  ( w i t h  r e s p e c t  t o  average  t a x  r a t e s ) .  But  a 
h i g h e r  exem pt ion  means t h a t  a h i g h e r  m a rg in a l  t a x  r a t e  must  be 
a p p l i e d  t o  m a i n t a i n  r e v e n u e s . "

Tax Base

As w i t h  t h e  p r e v io u s  a l t e r n a t i v e s ,  t h i s  t a x  sys tem 1s t i e d  t o  the  
Fede ra l  t a x  la w .  In  t h i s  case ,  howeve r,  1 t  1s p ig gyb acked  to  the  f e d e r a l  
law o n l y  f o r  I t s  Income I n c l u s i o n  e le m e n ts .  I t  1s n o t  t i e d  t o  the
f e d e r a l  law  f o r  e xe m p t io n s ,  d e d u c t i o n s  o r  Income e x c l u s i o n s .  The 
advantage 1n be in g  t i e d  t o  the  f e d e r a l  sys tem 1s l a r g e l y  a d m i n i s t r a t i v e ,

• as d is c u s s e d  p r e v i o u s l y .  The d is a d v a n ta g e  1s t h a t  f e d e r a l  changes can 
a u t o m a t i c a l l y  a f f e c t  s t a t e  law and revenues d r a m a t i c a l l y .

The f e d e r a l  law has changed s i n c e  th e  A la ska  I n d i v i d u a l  Income tax  
was 1n e f f e c t .  Th is  p ro po sa l  assumes t h a t  t h e  changes adopted by the  
f e d e r a l  government  w i l l  be r e f e r e n c e d  1n A la s k a  S t a t u t e  much as th e y  were 
1n 1978-1979 ,  b u t  o n l y  f o r  Income I n c l u s i o n s .  T h i s  w i l l  r e s u l t  1n the
expans ion  o f  t h e  a d ju s te d  g ross  income;  and t h e r e f o r e ,  the  t a x  base.  The 
s p e c i f i c s  c f  the  changes r e s u l t i n g  f ro m  t a x  r e f o r m  a t  th e  f e d e r a l  l e v e l  
a re  a v a i l a b l e  1n a number o f  p u b l i c a t i o n s  and we w i l l  n o t  a t t e m p t  t o
d i s c u s s  tho se  h e r e .  The p r o v i s i o n s  o f  t h e  new law t h a t  we assume would
be e f f e c t i v e  f o r  t h i s  p ro p o s a l  a r e  summarized be low.

Income I n c l u s i o n s  and E x c lu s io n s

I n c lu d e d  as t o t a l  Income a r e  wages,  s a l a r i e s ,  t i p s ,  I n t e r e s t  
Income, d i v i d e n d s ,  Income t a x  r e f u n d s ,  a l im o n y  r e c e i v e d ,  bus iness  Income, 
c a p i t a l  g a i n s ,  p e n s io n s ,  IRA and a n n u i t y  d i s t r i b u t i o n s ,  r e n t s ,  r o y a l t i e s ,  
p a r t n e r s h i p ,  e s t a t e s ,  t r u s t s ,  f a r m  Income, unemployment Insu ra n ce  (w h ich  

• we were u na b le  t o  I n c l u d e  1n o u r  m o d e l ) ,  s o c i a l  s e c u r i t y  b e n e f i t s  and 
o t h e r  income. The new Fede ra l  law e l i m i n a t e s  the  $100 -  $200 e x c l u s i o n  
o f  d i v i d e n d  Income and t r e a t s  t h e  f u l l  amount  o f  c a p i t a l  g a in  as o r d i n a r y  
Income. The A 'a s k a  Permanent  Fund D iv i d e n d  1s I n c l u d e d  as Income.
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New r e s t r i c t i o n s  a re  now I n c l u d e d  1n the  F e de ra l  law wh ich  d e f i n e
• p a s s i v e  and a c t i v e  p a r t i c i p a t i o n  1n v e n tu r e s  and s e t  l i m i t s  f o r  h i g h e r  

Income ta x p a y e r s  on o f f s e t t i n g  lo s s e s  o f  any k i n d .  Pass ive  lo sse s  canno t  
be used to  o f f s e t  o t h e r  Income e x c e p t  f o r  $25 ,000 1n p a r t i c i p a t o r y  r e n t a l  
l o s s e s .  ( P a s s i v e  lo sse s  o c c u r  p a r t i c u l a r l y  1n some p a r t n e r s h i p  and 
r e n t a l  a c t i v i t i e s . )

Income A d ju s tm e n ts
i

Under the  new Fe de ra l  ' l a w ,  ‘o n l y  t h e  Keogh p la n  c o n t r i b u t i o n s ,  
s a v in g s  w i t h d r a w a l  p e n a l t i e s  and a l im o n y  p a id  a d ju s tm e n ts  f rom  Income 
re m a in .  E l i m i n a t e d  1s the  Two E arne r  a d j u s t m e n t ;  w h i l e  the  IRA 
a d ju s tm e n t  1s phased o u t  a t  h i g h e r  Income l e v e l s  o r  e l i m i n a t e d  1 f  the  
em p loyer  c o v e r s  the  employee w i t h  a r e t i r e m e n t  p l a n .  The moving expense 
and e m p lo y e e 'b u s in e s s  expense a d j u s t m e n t  a re  now d e d u c t i o n s .

T rea tm en t  o f  the  A laska  Permanent  Fund D iv id e n d

A l l  o f  the  a l t e r n a t i v e s  p r e s e n t e d - i n c l u d e  the  A la ska  Permanent Fund 
D iv id e n d  as t a x a b l e  Income. The 1988 low case T a b le  32 I n d i c a t e s  a loss  
o f  $14 .4  m i l l i o n  d o l l a r s  1n t a x  1 f  t h e  PFD 1s n o t  t a x a b l e  ($ 3 99 .8  m i l  H o n  
w i t h  PFD I n c l u d e d  -  $385 .5  m i l l i o n  w i t h  PFD e x c l u d e d ) .  The t a x a b le  
Income 1n t h e  t a b le s  1s w i t h  PFD n o t  t a x a b l e .  C h i l d r e n  and o t h e r  persons 
n o t  r e q u i r e d  to  f i l e  w i l l  n o t  pay t a x  on t h e  PFD. The e s t im a te s  o f  the  
PFJ a re  as f o l l o w s :

1988 $750
1989 $800
1990 $800
1991 $800
1992 $800

These a re  rounded va lu e s  f rom  th e  December 1986 Long Run F i s c a l  Model o f  
t h e  Depar tmen t  o f  R e v e n u e . (1Q)

N o n r e s id e n t  A p p o r t io n m e n t

N o n r e s i d e n t  w o rke rs  a p p o r t i o n  t h e i r  Income by source  s t a t e  1n t h i s  
p r o p o s a l .  The a p p o r t i o n m e n t  r a t i o  i s  o b ta in e d  by d i v i d i n g  A laska  
a d j u s t e d  g ro s s  Income ( income earned  in.  t h i s  s t a t e  o r  a t t r i b u t a b l e  to  
In v e s tm e n ts  1n t h i s  s t a t e )  by t o t a l  a d j u s t e d  g ro ss  Income. The r a t i o  
o b t a i n e d  f r o m  A laska  t o  t o t a l  Income 1s used t o  a d j u s t  exempt ions a l s o .

Persona l  Exempt ion

The p e r s o n a l  exempt ion.  1n t h i s  a l t e r n a t i v e  1s s e t  h ig h  bo th  as a 
p roxy  f o r  a s u b s i s t e n c e  amount  and to  respond t o  f a m i l y  s i z e .  The h ig h  
p e rs o n a l  exem pt io n  h e lps  t o  make th e  e f f e c t i v e  r a t e s  o f  t h i s  p ro po s a l  
more p r o g r e s s i v e .  The exem pt io n  v a lu e  f o r  t a x p a y e r ,  spouse and 
dependents 1s $3,000  each s t a r t i n g  1n 1988,  and 1s I n f l a t i o n  a d ju s te d  
each y e a r .
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Tax Credits

We have not  I n c l u d e d  any t a x  c r e d i t s  1n these  p r o p o s a l s .  Summaries 
o f  the  m a jo r  t a x  c r e d i t s  e f f e c t i v e  1n A laska  and p r o f i l e s  o f  the  
ta x p a y e rs  and amounts c r e d i t e d  have been p u b l i s h e d  p r e v i o u s l y  and a re  
a v a i l a b l e  f r o m  t h i s  o f f i c e . ( 19 )

Tax Rates

The t a x  r a t e  i n  t h i s  a l t e r n a t i v e  was des igned  t o  p r o v id e  a revenue 
n e u t r a l  t a x  compared t o  a l t e r n a t i v e  one 1n 1988 o n l y .  Tha t  i s ,  t o t a l  
revenues a re  a p p r o x im a t e l y  th e  same as th e  p r e v io u s  two cases .  A s i x  
p e r c e n t  t a x  r a t e  was used f o r  a l l  Income. P r o g r e s s i v e  ra te s  co u ld  a l s o  
be a p p l i e d  t o  t h i s  t a x  base b u t  1 t  wou ld  be d i f f i c u l t  t o  d eve lop  a 
revenue n e u t r a l  (compared to  t h e  o t h e r  a l t e r n a t i v e s )  case w i t h  these  
r a t e s .



ISSUES

Proponen ts  a rgue  t h a t  because a f l a t  t a x  lowers  m a rg ina l  r a t e s ,  
t h i s  reduces th e  I n c e n t i v e  t o  a l t e r  d e c i s i o n s  based on tax  
c o n s i d e r a t i o n s .  P e r s o n a l ,  b u s in e s s  and In v e s tm e n t  d e c i s i o n s  would be 
p r i m a r i l y  based on economic as opposed t o  t a x  c o n s i d e r a t i o n s .  In  
a d d i t i o n ,  t h e  low e r  r a t e s  reduce  t h e  p a y o f f s  t o  t im e  spen t  t r y i n g  t o  
a v o id  or  1n some cases evade t a x e s .

Income E l a s t i c i t y

M ic h ig a n ,  one s t a t e  w i t h  t h i s  t y p e  o f  t a x ,  has found t h a t  t a x  
revenues have tended  to  grow more tha n  i n  p r o p o r t i o n  to  the  growth  o f  
Income because o f  the  f i x e d  d o l l a r  v a lu e  o f  exempt ions  1n t h a t  s t a t e .  
T h is  re s p o n s iv e n e s s  was found t o  dec rease  ove r  t im e  as Income rose 
r e l a t i v e  t o  t h e  v a lu e  o f  e xe m p t io n s .  Because the  exem pt io n  1s Indexed i n  
t h i s  p r e s e n t a t i o n ,  t h i s  source  o f  e l a s t i c i t y  1s p ro b a b ly  n o t  a f a c t o r .

-E.flu  I t y.

The key t o  v e r t i c a l  e q u i t y  o r  adherence to  a b i l i t y  t o  pay 
p r i n c i p l e s  1n t h i s  t a x  1s t h e  s i z e  o f  th e  p e rs o n a l  exem pt io n .  The 
exempt ion  combined w i t h  the  f l a t  r a t e  d e te rm in e  th e  p r o g r e s s i v i t y  o f  the  
system.

In  g e n e r a l  t h i s  t ype  o f  t a x  takes  the  v iew  t h a t  Income f rom'  a l l  
sources i s  e q u i v a l e n t  1n d e f i n i n g  th e  t a x  base.  Problems o f  e q u i t y  a r i s e  
when c e r t a i n  Income f lo w s  a re  exc luded  f rom  th e  t a x  base o r  a re  taxed a t  
p r e f e r e n t i a l  r a t e s .  In  M ic h ig a n ,  f o r  i n s t a n c e ,  t h e r e  1s no s u b t r a c t i o n  
o f  I t e m iz e d  o r  s t a n d a r d i z e d  d e d u c t i o n s .  There 1s however some a l lo w a n ce  
f o r  t a x  c r e d i t s  wh ich  r e p r e s e n t s  a d e v i a t i o n  f ro m  t h i s  I d e a l .

The main concerns w i t h  a f l a t  r a t e  t a x  I n v o l v e  i t s  I n c i d e n c e .  I t  
may d i s t r i b u t e  burdens f rom  upper  t o  m id d le  income t a x p a y e r s .

A d m i n i s t r a t i o n  and Compl iance

The s t r u c t u r e  o f  t h i s  t a x  1s th e  s i m p l e s t  o f  th e  t h r e e  p re s e n te d .  
The tax  base 1s t y p i c a l l y  f e d e r a l  a d ju s t e d  g ross  Income m o d i f i e d  by a 
l i m i t e d  number o f  a d d i t i o n s  and s u b t r a c t i o n s .  The use o f  f e d e r a l  AGI i n  
d e f i n i n g  t h e  s t a t e  ta x  base s l m p l i e s  t h e  f i l i n g  p rocess  f o r  i n d i v i d u a l s  
as w e l l  as t h e  a d m i n i s t r a t i v e  c o s t s  I n v o l v e d  i n  t a x  c o l l e c t i o n .  The f a c t  
t h a t  d e d u c t i o n s  o r  a d ju s tm e n ts  a re  v e ry  l i m i t e d  means t h a t  a u d i t i n g  
problems a r e  g r e a t l y  reduced.

Economic Efficiency



N o n re s id e n t  Taxpayers

Th is  a l t e r n a t i v e  c a p tu r e s  t h e  n o n r e s i d e n t  w o rk e r  1n the  tax  base 
f a i r l y  e f f e c t i v e l y .  A laskan  emp loyers  s u b m i t  p a y r o l l  taxes  r e g a r d le s s  o f  
the  r e s id e n c e  o f  t h e  w o r k e r .  The p o t e n t i a l  f o r  a v o i d i n g  e s t im a te d  
payments remains  b u t  1s no worse  o r  b e t t e r  f o r  t h i s  a l t e r n a t i v e  than any 
o t h e r .

The a p p o r t i o n m e n t  o f  n o n r e s i d e n t  ( o r  p a r t  y e a r  r e s i d e n t )  Income
seems f a i r  and 1s c o n s i s t e n t  w i t h  p r a c t i c e  g e n e r a l l y  used 1n o th e r  s t a t e s .

I n t e r g o v e r n m e n t a l  E f f e c t s

A l l  s t a t e  Income t a x e s  a r e  d e d u c t i b l e  f ro m  F e de ra l  Income. Th is  
causes a le a k a g e  o f  t a x  f ro m  t h e  f e d e r a l  government  to  t h e  S t a t e .  The 
1988 low case Tab le  32 be low shows 1s t h a t  f o r  e v e r y  d o l l a r  o f  A la ska  ta x  
p a i d ,  the  t a x p a y e r  pays o n l y  80*  w h i l e  t h e  F e de ra l  government leaks  20t
o f  i t  t o  t h e  S t a t e  ($ 8 1 .6  m i l l i o n  1n Fede ra l  t a x  leakage  /  $399.8 m i l l i o n
1n S t a t e  t a x  l i a b i l i t y ) .

S ince  t h e r e  a re  no d e d u c t i o n s  f ro m  t h i s  t a x ,  leakage  o f  tax  f rom 
th e  S ta te  t o  l o c a l  government under t h i s  a l t e r n a t i v e  1s ze ro .  I t  has 
been argued t h a t  1 t  undermines the  a b i l i t y  o f  l o c a l  government to  le vy  
taxes  when th e y  a re  n o t  d e d u c t i b l e  f ro m  th e  ta x e s  o f  h i g h e r  l e v e l  
gove rn m e n ts .

I n f l a t i o n  E f f e c t s

I n f l a t i o n  a d ju s tm e n t  1s p r e s e n t  1n th e  e xem pt ion  amount o f  t h i s  tax 
a l t e r n a t i v e .  Because the  exem pt ion  i s  in d e x e d ,  t h i s  a l t e r n a t i v e  1s le s s  
d i s t o r t e d  by i n f l a t i o n  than the  p r e v io u s  cases .



TABLE 32
1988 TAX ALTERNATIVE THREE

LOW ECONOMIC SCENARIO

UAGE 1 SALARY ADJ GROSS IIICOME TAXADLEINCOME HUMBER OF EXCMrilOMS VALUE OF EXCMPII OIIS 1 AX LIADILITY r ro T AXADL E TAID T ROM rcoci TAX
N PCTH SUM SUM SUM SUM SUM sun sun

AGI GROUP 
LOSS 2878 1.19 26309170.00 -61678792.91 10925054.91 7805.00 23415000.00 674442.88 160867.36
SO 10 S10000 53355 22.06 2484 q96 09.00 305298080.85 99873230.57 78669.00 236007000.00 7499842.24 150853.93
$10001 TO 520000 4 94 90 20.46 668214244.00 769719577.88 4579J8010.S9 91714.00 275142000.00 30091066.41 1015019.60
020001 TO $30000 360S2I14.92 822338578.00 943559133.02 659139490.96 82151.00 246453000.001 41876832.22 3559527.46
$30001 TO $40000 28778 11.90 971451140.00 1072829850.36 806086558.39 77343.00 232029000.00 50465208.15 6857070.84
$40001 TO $50000 22390 9.26 973365388.001 1068241985.88 842143343.68 65702.00 197106300.00 52281835.36 10616593.85
$50001 TO $60000 15856 6.561 815676730.001 923230676.83 756425426.83 48533.00 145599000.00 46667930.6 11 11449069,15
$60001 TO $70000 112251 4.641 683752605.001 777522186.01 656118936.01 35348.00 106044000.00 40294811.16! 10444835.94
$70001 TO SSOOOO 78831 3.261 542298283.001 636844305.28 550116555.28 25290.00 75870000.00 33667458.321 9081740.13
SSOOOl TO $90000 52081 2.151 398926188.001 485165674.57 428142424.57 16585.00 49755000.001 26128240.471 7710371.74
$90001 TO $100000 324 31 1.341 256764893.001 349859148.04 314495898.04 10278.00 30834000.001 19142228.881 5775457.18
$100001 TO $150000 4837| 2.001 425160325.001 668883559.51 616058559.51 15373.00 46119000.001 37367793.571 11060776.36
$150001 TO $200000 412| 0.171 40720223.001 91310515.75 87109765.75 1223.00 3669000.001 5258490.941 1417698.31
$200001 TO $300000 551 0.021 4709336.001 22032721.97 21593221.97 128.00 384000.00| 1298923.321 333598.36
$300001 TO $400000 93| 0.041 15285945.001 44902551.74 43875801 .74 297.00 891000.001 2640693.101 710567.51
OVCR $400000 791 0.03! 17348776.001 75394772.03 74511272.03 260.00 780000.001 4477066.321 1253578.57
TOTAL 2418641 10016910821433.00| 8 173120946.79 6424553550.62 556699.00 1670097000.001 399832913.971 81597931.30



TAX LIABILITY pro iirii-TAXADLE
sun

AGI GROUP
LOSS 65S503.29
SO TO SIOOOO 5992393.83
S10001 10 $20000 27576289.62
520001 TO OSOOOO 395S8369.S6
SSOOOl TO S'lOOOO S836S193.S0
SSOOOl TO SSOOOO 50528600.62
SSOOOl TO S60000 S 53S5525.61
S60001 TO S70000 39367136.16
$70001 TO SSOOOO 33006993.32
SSOOOl TO 590000 25638565.S7
S90001 TO 5100000 18869753.88
5100001 TO S1SOOOO 36963513.57
$150001 Tq S200000 5226585.96
S200001 TO $300000 1295593.32
S300001 TO SSOOOOO 2632568.10
OVER SSOOOOO 6670676.32
TOTAL 385673213.06

o



WAGE 1 SALARY ADJ GROSS IIICOME TAXABLEIIICOME IIOMDER OF 1 VALUE OF EXEMPT 1 OIIS I EXEMPTIONS TAX LIABILITY PFD TAXADLE PAID fROM FCORl TAX
II PCIII MEAII MEAII MCAII MEAII 1 MEAH MEAII MCAII

AGI GROUP
loss 2878 1.19 9161.68 -21698.36 3796.06 2 .71l 8135.86 236.36 55.90
SO 10 S10000 51)55 22.06 6657.68 5768.09 1871.86 1.671 6623.33 160.56 2.83
510001 10 $20000 69690 20.66 1)502.01 15587.05 9253.16 1.851 5559.55 608.02 20.51
$20001 TO $10000 16082 16.92 22790.83 26205.61 18267.82 2.281 6830.361 1160.60 98.6 5
5)0001 10 $60000 28778 11.90 33756.7) 37330.10 28010.51 21691 8062.72 1753.60 2)8.27
$'■000 1 TO $50000 22)90 9.26 63673.22 67761.87 37612.68 2.931 8803.31 2335.05 676.17
$50001 TO $60000 15856 6.561 51662.78 58303.17 67705.96 3.061 9182.581 2963.26 722.07
$60001 TO $70000 11225 6 .66 | 60913.37 69361.16 58651.58 3.151 9667.13 3589.76 930.50
$70001 TO 500000 788) 3.261 68793.39 80930.78 69785.18 3.211 9626.51 6270.89 1152.07
580001 TO 590000 5208 2.151 76598.73 93283.15 82208.61 3.18| 9553.57 5016.96 1680.69
590001 TO 5100000 3263 1,361 79175.11 107967.90 96976.8' 3.17| 9507.86 5902.63 1780.90
5100001 TO $150000 6837 2.001 87897.52 138371.65 127363.77 3.181 9536.63 7725.61 2286.70
5150001 TO $200000 612 0.17 98835.69 221627.67 211631.67 2.971 8905.36 12763.33 3661.02
5200001 TO 5)00000 55 0.02 85626.29 600596.96 392606.06 2.331 6981.82 23616.79 6065.62
5)00001 TO 5600000 93 0.06 166365.00 682823.16 671782.81 3.19| 9580.65 28396.55 7663.76
OVCR $600000 79 0.0) 219606.76 966599.66 96)180.66 3.291 9873.62 56671.73 15868.08
TOTAL 261866 100 28573.17 33870.36 26562.67 2.30| 6905.11 1653.13 337.37



I

I

TAX 11 AO ILI TVpro 11011-TAXAIUE
MCAH

AGI GROUP
1055 227.76
CO TO *10000 112.31
SI 0001 TO osoooo 555.19
OSOOOl TO 030000 1096.07
030001 10 000000 16S0.63
000001 TO 030000 2256.75
OSOOOl TO 060000 2862.36
060001 TO 070000 3507.09
070001 TO OSOOOO S187. l l
OSOOOl TO 090000 S 932.52
090001 TO 0100000 58 IS.6 1
0100001 TO OISOOOO 76S1.83
0150001 TO 0200000 12685.89
0200001 TO 0300000 23556.2S
0300001 TO OSOOOOO 28306.97
OVCR SSOOOOO 56590.89
TOTAL 1593.75



TABLE 33
1989 TAX ALTERNATIVE THREE

LOW ECONOMIC SCENARIO

WAGE i SALARY ADJ GROSS IIICOME TAXADLEINCOME NUttDfR OF EXEMPT I OIIS VALUE OF EXEMPTIONS TAX LIABILITY PFD 1AXADL E PAID TROM IEDRL 1 AX
H PCTM sun sun sun SUM SUM SUM SUM

AOl GROUP 
LOSS 2727 1.16 26579758.00 -59527626.97 9809886.36 7670.00 23636378.00 606601.68 167025.76
$0 TO $10000 S97S0I20.S1 232987396.00 286672325.82 88069777.62 73786.00 231696196.60 6739372.13 129076.65
$10001 TO $20000 SB2S2120 .19 656298356.00 751585286.56 635955207.35 89031.00 279325859.60 28828615.35 978169.32
$20001 TO $30000 35369 16.80 812605077.00 923763680.86 635086366.03 79515.00 269670361.00 60511958.931 3652780.72
$$0001 TO SSOOOO 28712112.01 985761252.00 1070678566.88 795561030.38 76053.00 238608682.20 69962265.231 6333766.51
SSOOOl TO SSOOOO 225221 9.S2 989322698.00 1076621071.55 837795096.35 65638.00 205932661.20 52137305.661 1C516112.28
SSOOOl TO $60000 I 1S9SSI 6.67 819697765.00 928255668.79 753883625.99 68377.00 151777999.80 66599001.561 11617539.17
$60001 TO $70000 1 11568 I S.6S 706321793.00 801060959. 06 570176890.26 36355.001 116060177.001 61228161.621 10701209.31
$70001 TO $SOOOO I 83261 3 .SB 572606837.00 673113198.20 577039560.20 26733.001 83872116.201 35366326.61| 9567836.12
SSOOOl TO $90000 I 5626 11• 1 

CM 
11 631283215.00 523202736.79 658768657.79 17881.001 56099869.601 28031067.671 8233388.00

$90001 TO SIOOOOO ! 3662 1.52 288673205.00 396796853.96 353060972.56 11567.001 36290305.801 21511602.351 6636727.52
$100001 TO S1SOOOO! 5790 2.62 512296762.00 802632875.56 735566018.561 18561.001 58233281.601 66653105.111 13215558.18
S1S0001 TO $2000001 5S1 0.23 56662960.00 119675168.33 113539133.131 1668.001 5170635.201 6858283.991 1867673.62
$200001 TO $3000001 66 0.03 6216251.00 25806699.57 25266966.371 168.00 I 666335.201 1520529.861 335680.06
$300001 TO $400000 t 1061 0.06 18829675.00 68952896.76 67668780.361 356.001 1116916.601 2870158.821 753239,78
OVER SSOOOOO 1 90| 0.06 17208677.00 96196971.63 93183887.631 285.001 896159.001 • 5598625.251 1515967.11
total 1239033] 100 7129129237.00 8659082929.26 6630387630.671 553606.001 1736269709.591 6130021 39.01 I 86187062.92



TAX IT An 111 TV PFD HUM- TAXAIHE
sun

AGI GROUP
LOSS 588593.06
SO TO S10000 528S186.65
510001 TO 520000 26157312.SS
520001 TO 510000 38105181.96
530001 TO $'■0000 67732661.62
OSOOOl TO SSOOOO 50267705.66
$50001 TO 560000 65233017.56
560001 TO 570000 60210693.62
$70001 TO SSOOOO 36622372.61
SSOOOl TO $90000 27526907.67
$90001 TO $100000 21183658.35
$100001 TO $150000 66133861.11
$150001 TO $200000 6812367.99
5200001 TO $300000 1516017.86
5300001 TO SSOOOOO 2860126.82
OVER SSOOOOO 5591033.25
TOTAL 397823257.83



UAGE 1 SALARY1 ADJ GROSS 1 1HCUMC | TAXADLE 
INCOME

IIUMDER OFExinriioHs | VALUE or I EXEMPTIONS | TAX IIADILIIY I PTD TAXADLE PAID TROM fEDfil TAX
H PCTH MEAH MEAII MEAN MEAN MEAII MEAH I1CAII

AGI GROUP
1055 2727 1.16 9013.68 -21885.16 3597.32 2.76 6596.20 222.37 53.91
$0 TO $10000 O u* o 20.81 6683.161 5787.85 1770.25 1.68 6653.19 135.66 2.59
$10001 TO $20000 S8252 29.19 13601.67 15610.56 9036.97 1.85| 5788.901 597.66 20.27
$20001 TO $30000 35369 16.80 22969.61 26168.20 17956.02 2.251 7053.36 1165.611 97.62
$30001 TO SSOOOO 28712 12.01 36332.03 37362.30 27707.61 2.651 8310.62 1739.621 238.01
SSOOOl TO $50000 22522 9.62 63926.95 67771.55 37198.97 2.911 9163.62 2316.951 666.93
$50001 TO $60000 159S8 6.67 51398.15 58278.22 672/1.36 3.031 9517.06 2921.931 715.92
$30001 TO $70000 11568 6.861 . 60885.36 69363.92 57933.511 3.16 9859.97 3563.981 925.07
$70001 TO $80000 8326 3.68 68773.10 81019.88 69305.731 3.21 10073.52 626/. 701 1166.76
$80001 TO $90000 5626 2.35 76658.96 93166.29 81560.791 3.18 99/1.53 6982.621 1663.56
$90001 TO $100000 36S2 1.52 79262.27 108689.93 96961.511 3.18 9966.39 5906.681 1781.09
$100001 TO $1500001 5790 2.62 88679.58 138637.331 127060.621 3.21 10057.56 7712.111 2282.68
$150001 TO $2000001 5S1 0.23 106737.65 220861.351 209869.01 I 3.05 9557.18 12677.051 3651.90
$200001 TO $3000001 66 0.031 97128.92 6 03226.56 1 396796.321 2.31 7255.26 23758.281 6026.25
$300001 TO $S00000| 106 0.06! 177636.56 661819.761 669705.681 3.36! 10536.93 27076.971 7153.2!
OVER SSOOOOO 90 0.061 191205.30! 1070397 .<6 Oj 1035376.531 3.171 9935.101 62206.721 16863.86
TOTAL I239033 100 | 29826.871 35668.601 27738.381 2.321 7263.66! 1727.801 360.57

T



TAX IIADILITY PFD 11(111- T AXADL E
MEAII

AGI GROUP
LOSS 215.89
$0 10 $1 0000 106.21
$10001 IO $20000 592.10
$20001 TO $30000 1077.36
$30001 TO $90000 1662.96
$$0001 TO $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 7622.93
$150001 TO $200000 12592.19
$200001 TO $300000 23687.78
$300001 TO $900000 26982.33
OVER $900000 62122.59
TOTAL 1669.30



TABLE 34
1990 TAX ALTERNATIVE THREE

LOW ECONOMIC SCENARIO

UAGE t SALARY A D J  GROSS INCOME TAXABLEINCOME NUMBER OF EXEMPTIONS 1 VALUE OF EXEMPTIONS TAX I IABI11TY TFD TAXABLE PAID TROM rCDRL TAX
H PC1M SUM SUM SUM SUM SUM SUM SUM

ACI GROUP
LOSS 2622 1.13 25526126.00 -54911695.16 12632430.57 7222.00 23696104.20 7716545. 33 192545.25
SO TO S10000 45296 19.52 209413184.00 260591560.84 75902800.74 67414.00 221192075.40 5831094.35 111926.72
S10001 TO S20000 44893 19.34 607363524.00 699222851.80 399182024.17 81794.00 268374293.40 26392802.87 871649.76
020001 TO $30000 33958 14.631 775758196.00 888313489.07 605518798.37 74942.00 245892196.20 38606494.81 ] 3302598.82
$30001 TO $40000 27907112.031 956564806.00|1040705076.59 767305794.13 72648.00 238365352.80 48158601.821 6604134.27
$40001 TO $50000 22315] 9.621 978308639.0011064817448.921 823665500.45 64267.00 210866453.70] 51253641.311 10246684.20
SSOOOl TO $60000 36087 I 6.931 828475374.00 936611011.46 754856127.46 48500.00 159133350.00] 46660471.651 11467762.79
$60001 TO $70000 3 1 9 3 8 1 5.14 1 724824159.00 826709341.16] 686994825.261 37315.00 122434246.501 42265561.521 10950401.71
$70001 TO $80000 87781 3.781 604631162.00 710172238.271 605107864.371 28093.00 92175942.301 370SS439.86 I 9992461.90
$80001 TO $90000 61921 2.671 471880182.00 576217347.261 502273509.56 I 19739.00 64765632.901 30653402.571 8972187.55
S90001 10 $100000 4132! 1.781 328407845.00 444702445.621 395385348.321 13145.00 43130059.501 24054736.901 7299516.60
$100001 TO $150000 69521 3.00| 609539110.00] 964848535.81 I 880548585.81 I 22506.00 73844436.601 534(1427.15| 15818060.50
$150001 TO $200000 70 91 0.311 77427061,00| 153190549.321 144821128.621 2237.00 7339820.701 8751043.721 2388607 .89
$200001 TO $300000 791 0.031 8081215.001 27081756.161 26328898.361 198.00 649657.801 1 5!5925.90 | 410426.81
$300001 TO $400000 X1 0 i 0.051 17519133.001 53161612.12| 51767442.9Z| 372.00 1220569.201 3116462.581 830687.85
OVER $400000 100 1 0.04 I 18918257.001 100847567.87 I 99679945.771 312.00 1023703.201 59.19628.751 1677096.05
TOTAL 2320681 10017243137973.00|86 92281137.11 I 6831970024.841 540704.00 1774103894.391 424726281.07| 91136748.66



TAX LIADILITYpro M0M-TAXADLE
sun

AGI CROUP
LOSS 757885.83
$0 TO $10000 $55$168.0$
$10001 10 $20000 21950921.$5
$20001 TO $30000 36331127.90
$10001 10 $$0000 $60183$ 7.65
$$0001 10 $$0000 $9$19930.03
$50001 TO $60000 $5291367.65
$60001 TO $70000 $1219689.52
$70001 TO $80000 36306$71.86
$80001 TO $90000 30136$10.57
$90001 10 $100000 23723120.90
$100001 TO $150000 52812915.15
$150001 TO $200000 8689267.72
$200001 TO $300000 1579733.90
$300001 TO $$00000 310 6 0 $ 6.58
OVCR $$00000 5980796.75
TOTAL $09918201.$9



UAGE t SALARY ADJ CROSS IIICOME fAXABLEIIICOME I HUMBER OF EXCMPtI OIIS VALUE or EXEMP f I OIIS tAX LlABILItY I Pro IAXABIE PAID TROM rEIIRL 1 AX
N PCIN MCAII MEAN MEAII MEAII MEAH MEAH MEAH

AC I CROUP
IOSS 2622 1.13 9735.36 -20990.71 $817.$8 2.75 9037 .$2 296.17 73.63
SO to S10000 $5296119.52 $623.22 5778.60 1675.711 l .$9 $883.26 128.73 2.67
S1000I to $20000 $$893119.3$1 13529.1$ 15611.83 8891.85 1.82 5978.09 587.901 19.62
$20001 to $30000 3395811$.6 31 228$$ 6$ 26213.99 1 7831 .$0 2.21 72$ 1.07 I 1 136.89] 97.26
$30001 tO $$0000 27907112.03! 3 $ 2 7 6 .8 8 37 3$2.7 5 27$ 95.10 2.60 85*1.42 1725.681 236.65
$$0001 to SSOOOO 223151 9.621 $3863.26! $7773.23 36910.8$ 2.88 9$$ 9.5$ 2296.82] $59.18
SSOOOl to $60000 16087 6.931 51 $ 99.68| 58301.3$! $6923.36 3.01 9892.05 2900.51] 712.86
SSOOOl to $70000 11938 5. 1$ 1 60715. 7 11 693$8.99 1 57 5$6.89 3.13 10255.8$ 3560.$2! 917.27
$70001 to SSOOOO 8778 3.781 68880.291 81005.161 6893$.59 3.201 10500.79 $225.16! 1138.35
$80001 to $90000 6192 2.671 76208.0$I 93223. 971 81116.521 3.191 10659.57 $956.9$| 1669.00
$90001 10 S100000 $132 1,78| 7 9$ 7 9.151 107650.071 95688.611 3.181 10638.06 5831.251 1766.58
$ 1 0000 1 to $ 1 SO 0 0 0 69521 3.001 87678.2$1 138827.131 126661.191 3. 2$ | 10622.0$ 7690.081 2275.33
$150001 to $200000 709| 0.311 1 09206.0 1 I 216065.651 20$261.11 I 3.161 10352.36! 12362.801 3368.98
$200001 10 $300000 79| 0.031 102293.861 3$2S0 7.0$ I 333277.191 2.511 8223.521 20075.01| 5195.28
$300001 to S$00000 11 0 | 0.051 15926$.85| $83287.381 $70613.121 3.381 11096.081 28531.681 7551.71
O V C R  $ $ 0 0 0 0 0 1001 0.0$ 1 189182.571 1018662.301 996799.$6| 3.121 10237.03] 59896.291 16770.96
10IAI 2320681 1 00 I • 31211.271 37538.$! 1 29$ 39.52| 2.331 7666 .76 I 1830.181 392.72



IP

TAX l I A n i l l T Y  PI D llllll- TAXAOLE
MEAH

AGI GROUP
I OSS 289.05
00 TO 010000 100.56
010001 10 020000 533.51
020001 10 000000 1069.68
000001 TO 000000 1669.71
000001 TO OSOOOO 2216.65
OSOOOl TO 060000 2815.60
060001 TO 070000 3652.81
070001 TO 080000 6136.08
080001 TO 090000 6866.99
090001 10 0100000 5761.32
0100001 TO 0150000 7599.67
0150001 TO 0200000 12255.67
0200001 TO 0300000 19996.63
0300001 TO 0600000 28236.79
OVCR 0600000 59807.97
TOTAL 1766.37



1991 TAX ALTERNATIVE THREE
LOW ECONOMIC SCENARIO

H PCIH
1 ADJ GROSS 1 TAXAOLE 1 UAGE 1 SALARYl IIICOME I IIICOME 1 IIUMDER OF | VALUE OF EXEMPTI0H5 I EXEMPTIONS TAX LIADILITY PFO TAXADLE PAID TROM TlORl TAX

SUM I SUM | SUM i SUM I SUM SUM 5UM
AGI GROUP j ' 1  ,
LOSS 2919 1.07 22722616. 00 | -909669 07 .951 10987015.691 6469,00! 22866899.60 676856.76 163325.53
CO TO 510000 92107 18.55 193833389.001 291699360.09| 67939339.921 62257.001 213628669.80 5197715.78 97522. 32
510001 TO 520000 | 92552 18.79 573637888.001 663765627 .59 | 372797399.86 1 76780.001 263962892.00 26633228.16 807890.61
520001 TO 530000 32999119.53 751855960.001 861919298.611 581902572.851 71271.001 299559309.901 37086363.591 3177631.61
530001 TO 500000 1 i! 7298112.00 933776569.0011016921637.121 799995207.881 69692.001 238283278.801 96706978.581 6938839.68
500001 TO SSOOOO | 218931 9.421 956268697.0011092^92581.521 801382007.081 61808.001 212087971.201 99852200.521 9887293.86
SSOOOl TO 560000 I 161091 7.091 828050505,001 938350265.571 751251600.771 97990.00 1 169672886 . Ot- | 56532585.051 11396083.00
S60001 TO S70000 I 122921 5.911 756798953. 001 8510550 79.56 1 702351983.56 | 38192.001 131052028.80Y 63210889.Oil 11198599.53
570001 TO 5B0000 1 92271 9.061 6367690V6.00 I 7557 92375.321 631632395.921 29339.001 100656687.601 38718023.701 10509172.79
SSOOOl TO 590000 I 65851 2.9(1 509355180.001 613002695.621 531339281.02| 20956.001 71908918.901 32572299.861 9975539.52
590001 TO 5100000 I 95161 1.991 358621982.001 589577935.001 933180122.501 19963.001 99628338.201 26397799.351 7960896.27
5100001 TO 51500001 79821 3.521 7 07 58 3866.0011107770863.76 1 1007560035 . 96 | 25739.001 88320809.60! <<1 169979.16 1 18152980.98
51S0001 TO S2000C0I 9171 0.901 95826032.001 202928533.36 | 1 91 150630.36 1 2895. 001 99339J3.001 11599677.821 3155612.63
5200001 TO 53000001 911 0.091 8526371.001 36685306.751 33650079.351 211.001 729025.901 2025676.761 503725.93
5300001 TO 59000001 911 0.091 15571967.001 99591391.79| 53359783.35( 306.001 1050008.901 2609983.00! 709369.36
OVER 5900000 1 821 0.091 18777337.001 81885809.631 -80875977.031 259.001 888732.601 5859825.621 1295762.30
TOTAL |227050| 10017369775161.0018885917250.6316985239921.351 528567.0011813726803.791 933596520.59! 99817239.82





WAGE 1 SALARY ADJ GROSS INCOME TAXABLE 1 INCOME 1 NUMBER OF EXEMPTIONS VALUE OF | EXEMPTIONS I TAX LIABILITY PFD TAXABLE 1 PAID TROM 1 FEORl TAX
H PC IN MEAH MEAN MEAH MEAN MEAH 1 MEAN 1 MEAN

AGI CROUP 1
IOCS 2419 1.07 9393.39 -20284.34 4541.971 2.75 9453.021 279.81 67.72
CO TO C10000 1 42107118.55 4603.35 5765.59 1601.621 1.48 5073.471 123.44 2.32
010001 TO 020000 42552118.74 13480.87 15631.26 8760.981 1.80 6191.551 578.901 18.98
020001 TO 030000 32994114.53 22787.64 26162.92 17636.621 2.16 7412.241 1123.971 96.31
030001 TO 040000 27248112.00 34269.55 37354.71 27322.931 2.55 8744.981 1714.131 236.31
040001 TO 051000 21843 9.62 43778.26 47788.281 36688.28) 2.831 9709.651 2282.301 452.65
050001 TO 060000 16104 7.09 51418.931 58344.23! 46650.001 2.981 10225.591 2883.301 707.66
060001 TO 070000 12292 5.411 60750.811 69338.041 57138.101 3.111 10661.571 3515.37 911.04
070001 TO 0&0000 9227 4.061 68792.581 80950.00.1 68454.801 3.18| 10908.931 4196.17 1127.58
080001 TO 090000 6585 2.901 76590.001 93246.531 80689.341 3.181 10920.031 4931.24 1438.79
090001 TO 0100000 45161 1.99| 7941 1.311 108457.671 95921.201 3.201 10989.451 5845.39 1762.82
0100001 TO 0150000 79821 3.521 88647.441 138853.201 126216.491 3.221 11065.001 7663.43 2272.99
0150001 TO 0200000 9171 0.401 104499.491 220750.851 208452.161 3.161 10333.051 12595.071 3438.84
0200001 TO 030000C 911 0.041 93696.381 378959.391 369781.091 2.321 7956.321 22260.181 5590.40
0300001 TO 0400000 911 0.041 159032.601 489465.841 4 76 37 1 . 25 1 3.361 1)538.551 28675.641 7795.17
OVER 0400000 821 0.041 228991.911 998607.431 .986286 . 31 1 3.161 10838.201 59266.151 15301.931
TOTAL 12270501 100 | 32370.731 39219.301 30765.181 2.331 7988.221 1909.701 417.611



TAX H A M im  Pftl HOM- TAXAOLE
MEAH

AC I CROUP
toes 272.52
SO TO $10000 96.10
S10001 TO $20000 525.66
$20001 TO $30000 1058.20
$30001 TO. $'>0000 1639.38
$40001 TO $$0000 2201.30
$50001 TO $60000 2799.00
$60001 TO $70000 3428.29
$70001 TO $00000 4107.29
$00001 TO $70000 4841.36
$90001 TO $100000 5755.27
$100001 TO $150000 Otr*(M

$150001 TO $200000 12507.13
$200001 TO $300000 22186.87
$300001 TO $400000 28582.27
OVER $400000 59177.18
TOTAL 1845.91



#
.

TABLE 36 
1992 TAX ALTERNATIVE THREE 

LOW ECONOMIC SCENARIO

cn

T

UAuE t SAURY ADJ GROSS INCOME TAXAIUEINCOME MUMOER OF EXEMPTIONS VALUE OF 1 EXEMPTIONS ITAX 1TADIllTY PID TAXA01E PAID IKOM TEOm TAX
N PCTTI SUM SUM SUM SUM SUM ! SUM SUM

ACI GROUP
10SS 2266 1.03____ 21510055.00 -68921117.13 9130608.10 6330.00 22712060.001 563093.07 135266.50
SO TO S10000 38392117.35 173626669.00 218101755.25 57670317.62 56676.00 202628712.001 6665953.22 85156.95
010001 TO $20000 39603118.06 531657697.001 618621308.98 363168619.16 70168.001 251762786.001 22656168.33 730792.86
02000! TO $30000 31516116.35 715661887.00 822666758.59 550069631.561 66916.00 260087632.001 35062972.27 2992368.87
S30001 TO $60000 26099111.89 886636553.00] 969951666.68! 706216006 821 65256 00 236131352.001 66172335.36! 6065637.36
£<•0001 TO S50000 212951 9.70 925620350.0011017112668.21|_____ _____1___________ « 775788676.011 59616.00 213186608.001 68252359.661 9663318.93
ssoooi TO $60000 16056! T l i j 826716113.001 935551653.611 763621985.611 67366.00 169969208.001 65967975.161 11265020.16
560001 TO S7 9000 126221 5.661 752396329.001 862616763.021 707250563.021 38291.001 137388108.001 63510626.581 11296625.56
S70001 TO $80000 95661 6.36 1 657913673.001 773528676.351 650079116.351 30526.001 109520112.001 39852138.9J| 1065566.3.71
580001 TO $90000 70281 3.201 536363706.001 655823705.VI1 5655361 73.911 22269.001 79901172.001 36561810.631 10016937.31
£90001 TO $100000 68661 2.221 385216038.001 526313960.951 662990668.951 15613.001 56019666.001 28218532.161 8526256.67
5100001 TO SI£0 000 9366| 6.261 835105299.00|1306899322.58| 1 182252238.561 30255.001 108556960.001 71733266.31 I 21395259.61
S1S0031 to $;>ooooo 11711 0.531 126361782.001 258367717.961 263296309.961 3716.001 13333008.001 16702032.601 6003950.69
$200001 TO $.100000 1631 0. 07 j 13336587.001 50797706.621 69268662.621 378.001 - 1356266.001 2966686.561 773322.76
$300001 TO S600000 ™ ? i j 0.021 5966913.001 17275556.881 16825676.881 110.00| 396680.001 1012852.691 283593.70
OVER $600000 86| 0.06| 16066622.001 77910068.331 76798568.331 275.(101 936700.061 6615600.90| 1253667.65
total 2195861 10017605811671 .00 1 9060393730.75|7T 37520959.231 513353.0011861710563.991 662303832.01 I 969539/9.66
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UAGE 1 SALARY ADJ CROSS INCOME TAXAfll E INCOME NUMBER OF EXLMP TIONS VALUE OF EXEMPT 1 OHS TAX LIABILITY PFD TAXABLE 1 PAID fRPM 1 rCDK'L 1 AX
M PCTH MUM MEAH MEAN MEAN MEAN MEAH MEAN

AGI GROUP
LOGS 2266 1.03 9500.91 -21656.09 6032.87 2.80 10031.82 268.72 59.75
$0 10 S100OP 38092 17.35 6552.78 5750.26 1508.721 1.68 5319.66 116.721 2.26
510001 10 520000 39603 18.06 13619.63 15652.98 (1666 . 711 1.77 6357.16 572.081 18.65
520001 TO 530000 31516 16.35 22702.35 26162.22 17656.761 2.12 7618.66 1111.98 96.95
530001 TO $60000 26099 11 .89 33887.76 37219.96 2(982.691 2.50 8970.891 1692.69 231 .76
$60001 TO 550000 21295 9.70 63666.56 67816.86 3(630.561 2.79 10011.021 2265.901 666.39
5S0001 TO 560000 16Q56 7.31 51366.98 58360.70 6(301.821 2.95 10586.781 2861 .73 701.61
560001 TO 570000 12622 5.66 (0569.66 69515.96 56935.32 3.08 11060.061 3562.69 909.39
570001 TO 500000 9566 6.36 68790.62 81006.25 67971.67 3.19 11651.291 6166.89 1117.28
5S0001 TO 590000 7028 S.20 76318.111 93662.12 80668.72 3.17 11368.981 6917.73 1625.30
590001 TO 5100000 6866 2.22 79166.821 108206.00 95168.06 3.21 11512.621 5799.12 1751 .80
5100001 TO SI 50000 9366 6.26 89356.301 139680.961 126698.211 3.26 11615.121 7630.66 2289.26
51S0001 TO $200000 1171 0.53 107892.21| 220638.531 2 0 7767 . 98 i 3.17 11386.001 12555.15 3619.27
5200001 TO 5300000 163 0 .07 66765.361 355228.721 366396.101 2.66 9686.361 20766.66 5611 ,35
5300001 TO $600000 37 0.02 161267.921 666906.891 656767.971 2.97 10667.031 27376.39 7666.831
OVER S'S00000 86 0.06 191266.931 927500.581 916260.631 3.27 11766.631 56965.25 16922.231
10161 - 219586 100 33726.551 61366.551 32506 . 76 I 2.36 8.388.181 2016.231 650.661



I AX UAMUIYrro iicii- 1AXAOIE
MCAII

AGI GROUP
toss 261.97
f 0 10 $10000 90.52
$10001 10 $00000 519.88
$00001 10 $30000 1067.29
$30001 10 $'<0000 1618.95
$00001 10 csoooo 2185.83
fsoooi m $60000 2778.11
$60001 10 $70000 3616.12
$70001 10 $00000 6078.29
$80001 10 $90000 6828.12
$90001 10 $100000 5703.88
$100001 to $1S0000 7589.89
$190001 10 $200000 12666.08
$200001 10 $300000 20663.77
$300001 10 $600000 27286.88
O.VCR $6 00000 56856.11
101AI 1950.28



!mr •"

The p r o j e c t e d  t im e  p a t t e r n  gene ra te d  f rom  1970 
da ta  can be used to  t r a n s l a t e  th e  p r o j e c t e d  t a x  
p resen ted  1n th e  t a b le s  below I n t o  g ross  r e c e i p t s  ( c o l .
3 ) ,  and n e t  r e c e i p t s  ( c o l .  4) by q u a r t e r  and f i s c a l  
Consumer P r i c e  Index ( c o l .  5) 1s used to  d e f l a t e  o r  
r e c e i p t s  1n nomina l  d o l l a r s  t o  r e a l  1986 d o l l a r s  ( c o l .  6) so we can 
compare e s t ' m a te d  1988 th rough  1992 p r o j e c t e d  f i s c a l  yea r  c o l l e c t i o n s  to  
a c t u a l  c o l l e c t i o n s  f rom 1975 t h ro u g h  1979.

Liability to Collections

-  1979 a c c o u n t in g  
year  c o l l e c t i o n s  
2 ) ,  re funds  ( c o l .  
y e a r .  The U. S. 
I n f l a t e  the  ne t

TABLE 37 
(PFD TAXABLE) 

LIAB1LTITY TO COLLECTIONS 
TAX ALTERNATIVE THREE 
LOU ECONOMIC SCENARIO

FY/Q
GROSS 

RECEIPTS 
(la noa)

NET
REFUNDS RECEIPTS 

(la noa) (la noa)

■ 86
75/1 *18 11 *17
12 125 *0 $25
1 3 127 *2 $25
H 134 114 $21

TOTAL *104 116 *87

76/1 136 $2 $34
12 146 11 145
IZ 147 113 $34
/4 150 116 134

TOTAL *178 131 1147

77/1 153 13 $50
12 162 11 $61
IZ 177 $15 $63
/4 160 122 $38

TOTAL 1252 $41 121)

78/1 146 13 $43
12 143 11 $42
IZ $42 $6 $36
H $50 $25 $25

TOTAL 1181 $36 $146

79/1 $43 110 133
12 142 $1 $41
IZ $42 $15 $27
/4 147 $31 $16

TOTAL 1174 $57 $117

USING HISTORICAL DATA---------------
NET REC

CPI *86 
(*• real)

325.93

U’5.16

166.17

175.80

187.62

205.22

GROSS NET
FY/Q RECEIPTS REFUNDS RECEIPTS 

(*a noi) (*■ noil (*■ noil

86
88/1 $0 $1 ($1)
12 $0 $0 ($01
IZ $1 $3 ($1)
/4 $80 $6 $74

TOTAL $81 $9 172

B9/1 $106 . $5 $101
12 $140 $2 $138
IZ $136 $16 $120
/4 $113 $36 $76

TOTAL $495 $60 1435

90/1 $110 $6 $103
12 $145 $2 $143
IZ *141 $20 $121
/4 $116 $44 $72

TOTAL $511 $72- $439

91/1 $113 $5 $108
12 $149 $2 $147
IZ $145 $16 $129
/4 $119 $35 $84

TOTAL $525 $57 $466

92/1 $115 $5 $110
12 $152 $2 $150
IZ $148 $15 $132
/4 $119 $34 $86

TOTAL $534 $55 $478

CPI
NET REC 

186 
(la real)

325.98

338.66

354.17

387.35

169

1401

370.39 1386

$394

405.09 $3B5

-( 139 I-



TABLE 38
1988 TAX ALTERNATIVE THREE
MODERATE ECONOMIC SCENARIO

UAGE i SALARY I AD J GROSS INCOME TAXATIIE 1 INCOME 1 MUMDER OF EXEMPTIONS VALUE OF EXEMPTIONS TAX LIABILITY PFD TAXABLE PAID FROM FEDKI TAX
N PCTH sun SUM SUM I SUM SUM SUM SUM

ACI GROUP
LOSS 3100 1.17 28281161.00 -61666690.96 13050612.80 I 8295.00 26885000.00 802867.07 192509.66
50 TO 510000 5950) 22.62 27012802).00 338555016.00 112263277.2)1 85667.00 257001000.00 8626366.28 156500.08
510001 TO 520000 55785 20.681 728576580.00 851035682.08 513731088.971 98951.00 296853000.00 33682609.78 1117068.92
520001 TO 550000 )9511 16.88| 8910079)3.00110)010786).)8 725125986.651 88063.00 266129000.00 66011697.89 3886660.59
5)0001 TO 550000 310)1 1 1 . 71 1 1 0306501 79.00 | 1 150799371.58 868683323.791 81766.00 265238000.00 56352999.63 7362828.55
550001 TO 550000 2)956 9.061 101290 96 99.00 1162669829.99 903678937.791 69658.00 208376000.00 560/3826.01 11329621.62
550001 TO 560000 1716) 6.681 882968616.001 998667869.191 .820618869.191 51769.001 155307000.00 50611612.15 12660616.93
560001 TO 570000 12206 6.611 762622172.001 866152753.331 712851753.331 38266.001 116732000.00 63776065.201 11356006.36
570001 TO 5SOOOO 8525 3.221 5881 152C6.001 688799061.321 595526561.321 27190.001 81570000.00 36662563.681 9353286.13
SS0001 TO 590000 5672 2.161 632)26512.001 528886838.01 1 6671078)8.01| 17968.001 53906000.00 28503290.281 8396)51.80
590001 TO 5100000 1569 1.361 282732762.001 381335886.951 362762386.951 11218.001 33656000.00 20861993.101 6307608.58
5100001 TO 5150000 5627 2.051 673620536.001 768821667.361 689662667.361 17285.001 51855000.00! 61819080.061 12371937.27
5150001 TO 5200000 670 0.181 67369867.001 101966063.671 97122293.671 1606.001 6212000.001 5863922.621 1576866.83
5200001 TO 5)00000 69 0.021 6666366.001 18125990.201 17725690.201 116.001 368000.001 1066679.61 1 263607.07
5)00001 TO 5900000 95 0.06| 15666662.001 66316279.661 65156279.661 339.001 1017000.001 2717836.771 753060.6)
OVf.R 5500000 8) 0.0)1 176)3031.001 85186876.61 I 86301376.611 256.001 768000.001 5065012.681 1353182.02
TOTAL 266921 1001 7669072863.OOlSS93916336.10l 7009126739.061 597969.0011793867000.001 636076202.171 88691066.61



(AX l i ADILITY ■'TO IIOII- TAXABLE
SUM

AG. GROUP
LOSS 783036.77
SO 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 49237132.15
$60001 TO $70000 42771105.20
$70001 TO $80000 35731473.68
$80001 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
OVER $400000 5058082.48
TOTAL 420547604.34



WAGE t SAURY AOJ GROSS INCOME TAXABLEINCOME IIUMDCR OF EXEMPTIONS VALUE OF 1 EXEMPTIONS 1TAX LIABILITY! PFD IAXABLE 1 PAID fPOM rEllKl I AX
II PCIH MEAH MEAN MEAN MEAN MEAN 1 MEAN 1 MCAN

AG I CROUP 1
loss 3100 1.17 9122.95 -19878.52 6209.88 2.68 8027.621 258.991 62.10
SO 10 $10000 59603 22.62 6567.38 5726.77 1889.86 1.66 6326.601 161.851 2.63
S10001 TO $20000 56786 20.68 13299.08 15570.76 9377.39 1.81 5618.611 616.821 20.39
$20001 TO $30000 39611 16.88 22608.10 26192.07 18399.08 2.23 6701.911 1167.681 93.57
$30001 TO $'.0000 31031 11.71 '33213.57 37138.13 27996.05 2.63 7903.001 1751.571 236.63
$'.0001 TO $50000 23956 9. 06 63120.56 67765.65 37725.60 2.90 8698.921 2360.901 672.97
$30001 TO $60000 17163 6.68 51666.05 53266.17 67813.25 3.02 9068.961 2968.881 726.85
$60001 TO $70000 12206 6.61 60826.36 69255.29 58601.75 3.13 9399.661 3586.271 930.36
$70001 TO $80000 8526 3.22 68995.21 80939.96 69866.65 3.15 9569.651 6275.291 1155.95
$80001 TO $90000 5672 2.16 76220.821 93376.91 82353.29 3.171 9503.531 5025.261 1679.96
$90001 TO $ 1OCj00 3569 1.36 79665.671 107539.73 965,6.35 3.16 9682.671 5878.271 1777.26
$100001 TO $130000 5627 2.05 87271.151 138031.66 127039.37 3.191 9555.001 7705.751 2279.70
$130001 TO $200000 670 0.18 100786.911 216902.22 206663.181 2.991 8961.70 1 12676.631 3350.73
$200001 TO $300000 69 0.02 95231.961 369918.17 361766.701 2.371 7102.061 21768.971 5375.65
$300001 TO $600000 95 0.06 166910.131 687518.73 675329.2S| 3.57| 10705.261 28608.811 7926.951
OVCR $'.00000 83 0.03 212666.161 1026323.79 1015679.211 3.081 9253. 01 1 61026.251 16303.601
TOTAl 266921 100 28193.591 33656.15 26657.621 2.261 6771,25| 1666.061 3V..7AI



TAX LIABILITY pm iinn- TAXAIUE
HCAH

AGI GROUP
LOSS 252.59
SO 10 S10000 113.39
S10001 TO 020000 562.66
020001 TO 030000 1103.96
030001 TO 000000 1679.66
000001 TO 050000 2263.56
050001 TO 060000- 2S68.S0
060001 TO 070000 3506.10
070001 TO 080000 6191.87
OSOOOl TO 090000 6961.20
090001 TO 0100000 5796.66
0100001 TO 0150000 7622.36
0150001 TO 0200000 12398.59
0200001 TO 0300000 21706.68
0300001 TO 0600000 28519.76
OVER 0600000 60960.75
TOTAL 1587.65



TABLE 39
7989 TAX ALTERNATIVE THREE
MODERATE ECONOMIC SCENARIO

WAGE I SALARY ADJ CROSS INCOME 1 TAXADLE 1 INCOME ! NUMBER OF EXEMPTIONS VAIUE OF EXEMPTIONS TAX LIABILITY PFD TAXABLE PAID FROM TEDRL TAX
H PCIII SUM SUM SUM SUM SUM SUM SUM

ACl CROUP I
LOSS 3006 1.12 28070529.00 -69987886.75 19005505.361 8119.00 25956663.60 860898.06 216771.75
SO 10 S10000 56662121.11 257635690.00 329767512.55 101609692.501 82012.00 257306998.80 7761326.73 199267.79
S10001 10 020000 59308 20.29 720811102.00 899326250.27 997995908.191 97269.00 305171760.60 32899617.72 1059389.00
020001 10 S 30 000 I 39735119.81, 897217379.00 1038269296.78 722179079.671 87008.00 272978899.20 95930920.39 3896861.32
S30001 10 060000 I 31588111.7711055289336.00 1179989186.96 879/29725.791 61557.00 255876931.80 55169663.99 7535060.00
010001 10 $50000 1 296391 9.18|1062999637.00 1175937775.50 921387991,12| 70535.00 221296509.00 57297692.97 11523910.16
csoroi to 0&0000 1 177851 6.631 913592735.00 1 035260965.'56 892592591.761 53997.00 167689617.80 52065875.51 12790933.05
060001 10 070000 I 130921 9.861 791237713.00 903171006.17 757989099.971 90629.00 126891999.601 96587961.701 12095129.78
070001 10 080000 I 93561 3.991 693337916.00 757009198.90 699899883.501 29782.00 93938066.801 39325999.01! 10752217.5
080001 10 090000 I 6388| 2.381 986896827.00 595002856.86 522019967.061 20259.00 63560586.601 31892560.021 9367686.76
090001 10 0100000 1 92231 1.571 333768399.00 956522662.61 907971096.911 13967.00 92251365.801 26857030.781 7981700.80
0100001 10 oisooool 67171 2.501 592160693.00 933519899.65 856119317.051 21686.00 67910176.901 51963539.021 15358197.96
01S0001 10 02000001 6581 0.251 67581339.00 193091509.29 135868603.991 1992.00 6299700.801 8207508.211 2212799.60
020000 1 10 0300000 1 781 0.031-------1

0.03)
6977017.00 32038015.99 31378083.991 180.00 566732.00] 1883397.091 996919.05

030CC01 10 06000001 90| 13996090.00 95523951.28 99906919.881 311.00 975731.901 2672863.191 735332.89
OVIK 0900000 80| 0.031 15339988.00 76761397.92 75819679.321 269.00 828273.601 6555989.661 1262938.77
10 t AI 12683501 1 0 0 I 7885752785.00 9971692938.98 7560607 5 39 . 96 I 608112.00 1907690588.791 966661766.291 96908859.12





•
WAGE t SALARY ADJ GROSS ItlCUME IAXADLE 1 IIUNDER OF 1IICOME 1 EXCMP TI  OHS VALUE OP EXCMP IIOIIS 1AX l IAOIl l tY PTD IAXA1)IE PAID r K O . ' I  rtllKL I AX

II PC I I I MEAN ME All MEAN I MEAII MEAN MEAN nr.Ati
ACI CROUP 
IOCS 3006 1.12 9338.17 -21510.30 6659.18| 2.70 8668.68 286.39 71.65
so to SIOOOO 56662 21.11 6566.89 5759.001 1793.?6| 1.65 6561.06 136.98 2.63
010001 TO 020000 56308 20.26 13272.65 15582.361 9168.921 1.79 5619.28 606 .88 19.51
020001 10 030000 39735 16.81 22530.03 26186.52 18176.89| 2.19 6869.99 1157.19 98.02
030001 to 000000 31588 11.77 3360?.92 37257.68 27850.121 2.58 8100.65 1766.56 233.56
000001 to 050000 26636 9.18 63131.23 67798.66 37603.101 2.86 8983.331 2325.96 667.81
050001 10 060000 . 17785 6.63 51365.91 58281.38 67376.591 3.01 9628.631 2927.52 719.20
060001 tO 070000 13062 6.86 60668.63 69330.70 58080.361 3.10 9725.651 3572.11 927.60
070001 to OfiOOOO 9356 3.69 68761.66 81058.37 69663.631 3.18 9936.971 6256.67 1169.23
080001 tO 090000 6388 2.38 76212.72 93306.51 81718.761 3.17 9950.001 6992.57 1663.29
090001 10 0100000 6223 1.571 79035.85 108155.10 96606.931 3.19 10005.061 5386.11 1771.66
0100001 to 0150000 6717 2.501 88158.51 139060.75 127656.861 3.20 10035.761 7736.87 2236.67
0150001 10 0200000 658 0.251 102707.19 217333.30 206687.261 3.03 9698.031 12673.62 3362.3.1
0200001 10 0300000 78 0.031 03038.68 610763.79 602283.131 2.31 7260.151 26210.22 6365.12
0300001 tO 0600000 90 0.031 156956.00 505316.13 693610.221 3.66 10861.661 29698.63 8170.37
OVCR 0600000 80 0.03| 191763.60 959516.851 967683.631 3.30 10353.621 56969.81 15736.73
tOtAL 1268350 1001 29336.071 35380.501 27801.031 2.27 7109.711 1730.73 361 .13





TABLE 40
1990 TAX ALTERNATIVE THREE
MODERATE ECONOMIC SCENARIO

UAGG 1 5AIART aiij gross
1 lit (INI.

1AXAIU Gnitwit IIUMIHR OF EXIMPIIOIIS vAtur or cxtnniims i ax t i a o i in rI'l I) IAXA8I 1. PAID rniM 
IID K l 1 AX

H PC IN SUM Ollll 51111 SUM SUM SUM SUM
AGI GROUP
1055 2925 1.09 26165568.00 -59281582.17 12785719.15 7950.00 26085755.00 787526.79 192217.81
50 10 510000 51955120.15 255905721.00 10871 1792.11 92333065.77 77609.00 256662889.901 7075101.25 131916.20
510001 10 520000 52752119.70 701208759.00 821126187.55 578190855.15 93055.00 105122760.50 31520753.19 1022598.69
520001 TO 510000 19508115.72 891115999.00 1028619550.15 710115166.01 86237.00 276390020.70 65200539.61 3863250.88
510001 TO 550000 11555IU. 7811 062515280. 00 1171552119.22 871851395.21 80088.00 262776736.80 56660126.73 7691232.92
550001 TO 550000 25721 9.2111067862265.00 1177551532.09 915177720.65 69872.00 229257019.20 56909183.26 11317667.69
550001 10 560000 18118 6.771 912259695.00 1056722120.05 855613776.65 53910.00 176886101.00 52803276.60 12963983.69
560001 10 570000 115611 5.061 822511897.00 919857608.90 783153088.701 61827.00 137238569.70 63166001.32 12639166.91
570001 10 500000 100711 1.761 695522872.00 815711915.87 695239337.971 31956.00 106866269.50 62606056.28 11693625.56
580001 10 500000 69611 2.601 512100519.00 659055525.68 566389591.681 22062.00 72187628.201 36606311.50 10117572.39
590001 10 5100000 5660 1 1.75| 170011162.00 505658932.17 559283661.871 16755.00 68612610.501 27376571.83 8266957.66
5100001 TO 5150000 7 9571 2.971 701929751.00 1102871983.55 1006765962.951 25661.00 86196307.101 61121721.78 18150336.29
5150001 TO 5200000 8511 0.121 6958880B.00 186065265.57 176168580.371 2661.00 8665385.101 10663932.3? 2872000.80
5200001 10 5100000 109| 0.05 1 9900570.00 52186195.85 51153579.961 275.00 899021.601 2677230.67 627972.21
5100001 TO 5500000 108| 0.05| 15989158.00 51590335.51 52167781.811 357.00 1171352.701 1139138.91 86696 1. 1?
OVl'R 5500000 75| 0.011 15865566.00 75569795.'? 71576011.521 260.00 787666.00| 6621116.69 1225183.66
101 At 2677821 10018182565762.00 9875179509.39 7779166079.851 606692.00 1989960901.191 683512308.79 103035137.66



TAX IIADILITYpro HOM-TAXAOIE
SUM

ACI CROUP
LOSS 767163.15
SO 10 $10000 5539983.95
S10001 TO $00000 28691650.65
$00001 TO $30000 62618909.96
$3000 1 TO $'<0000 52311083.65
$00001 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
$30000 1 TO $'<00000 3128366.91
OVCR $'<0000 0 6616560.69
TOTAL 666768666 ,79
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TABLE 41
1991 TAX ALTERNATIVE THREE
MODERATE ECONOMIC SCENARIO

WAGE I SAURY ADJ GROSS INCOME TAXABLEINCOME NUMBER OF EXEMPTIONS VALUE OF EXEMPTIONS TAX l IAni l l lY PI'D I AX A lit I PAID TPDM II DPI I AX
H PCTM SUM SUM SUM SUM SUM SUM SUM

AGI GROUP
LOSS 2826 1.05 26151717.00 -58930891,94 13232457.15 7702.00 26428642.80 812253.74 206797.43
to 10 S10000 51193 19.07 233394604.00 292786918.06 82582252.75 74429.00 255395670.60 6357076.19 122147.60
510001 TO 520000 51365 19.14 686318284.00 799113086.17 456138304.79 90083.00 309110806.20 30075759.46 960092.44
520001 TO 530000 I 39219 14.61 889736838.00 1022530539.62 697377972.92 82853.00 284301784.20 44376178.30 3799309.46
530001 TO 540000 31792 11.851107121089 .00 1181316606.58 870469704.91 79365.00 272333061.00 54562460.60 7476603.34
540001 TO 550000 I 25107 9.3511086818833.00 1197238525.45 924169008.81 I 69920.00 239923488.00 57457212.53 11392342.50
550001 TO 560030 1 18680 6.961 959615727.00 1087936586.28 873345010.881 55022.00 188802490.80 53960604.651 13257555.05
560001 TO 570000 I 14172 5.281 862239297.00 983541884.84 813410134.241 43674.00 149862963.601 50030000.051 12930124.62
570001 TO 5S0000 I 10701 3.991 734716610.00 866083961.40 734339276.201 33882.00 116262694.801 45002452.571 12033321.85
580001 TO 590000 I 7572 2.821 576125158.00 70503237 1 . 02 611844727.421 23906.00 82031048.401 37386667.651 10876714.54
590001 TO 510000C 1 
5100001 10 51500001

5223 1 .951 412975522.00 565674142.95 501083315.951 16559.00 56820552.601 30532038.961 9204619.46
9204 3.431 813480190.00 1285842525.18 1170104913.781 29707.00 101936599.801 >1035590.831 20994394.11

5140001 TO 52000061 1073 0.40| 113744305.00 231801267.OB 218668417.681 3371 . 00 11567249.401 13214041 06| 3616272.24
52i"•31 TO 53000001 143 0.051 15670147.00 52588873.08 51206514.481 349.00 1197558.601 3083478.871 8 043 42.8 1
530000 ' 10 54000001 44 0.02| 7005312.00 22124906.06 21571247.261 142.00 487258.801 1298258.841 332690.661
OVER 5400000 i 79 0.031 15733671.00 86653603.57 85677122.171 251.00 861281.46| 5147539.331 11428433,94 I
TOTAL 1268393 10018505137113.00 10321334905 8125220381.341 611215.00 2097323150.991 504331613.621 1 09542 127 . 0 /
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WAGE 1 SALARF ADJ GROSSincome TAXABLEINCOME | HUMBER OF I EXEMPT IOIIS VALUE OF EXEMPTIONS TAX LlAOIl l i r l  PFD TAXABLE I PAID FROM FEDRl TAX
IT PCTH ncAii MEAD MEAII MEAN MEAN MEAN 1 MCAN

AGI GROUP
LOSS 2826 1.05 9253.97 -2090$.89 $682.$0 2.73 9151.96 287.$21 71.18
SO TO SIOOOO 51193119.07 $559.11 5 7 $ 6 . 3 3 1613.16 1. $ 5 $988.88 12$.181 2.19
S10001 TO $20000 5136511 9.1$ 13361.59 15592.75 8880.33 1.75 6017.93 585.511 18.69
$20001 TO $30000 3921911$.61 22686.37 2612$.95 17781.6$ 2.11 72$9.08 1131.501 96 .87
$30001 TO C$0000 31792111.85 3369$.35 37213.85 27380.15 2.50 8566.09 1716.231 235.17
$$0301 TO $50000 251071 9.35 $3287.$8 $ 7 7$2. $ 9 36809.22 2.781 9556.0$ 2288.$9| $53.77
$50001 TO $60000 186801 6.96 51371.29 58109.391 $6752.9i 2.951 10107.20 2838.681 709.72
$60001 TO $70000 1$172| 5.28 608$1.05 6 9 $ 7 3.8 91 57395.58 1.081 1057$.58 3530.201 915.90
$70001 TO $80000 107011 3.99 68658.69 8109$.0 0| 68623 .$3 3.171 1086$.661 $205.$$| 1129.69
$80001 TO $90000 75721 2.82 76086.26 93Z$5.92| 80803.58 3.16| 10833.$7| $937.$9| 1 $36.$$
$90001 TO $100000 52231 1.95 79068.6$ 10S3$S.9$| 95937.8$ 3.171 10878.911 58$5.6 91 1762.32
$100001 TO $150000 920$ I 3.$3 88383.33 139735.111 127130.0$ 3.231 11075.251 7717.901 2281.01
$150001 10 $200000 1 073 1 o.$o 106192.27 216031.001 203791.63 3. 1$ 1 10780.291 12315.0$| 3370.2$
$200001 10 $300000 1$ 31 0.05 109581.$5 36775$.161 158087.51 2. $$ 1 837$.5$l 21562.791 5623.3$
$300001 TO $$00000 $$| 0.02 159211.6$ 502838.771 $90255.62 3.231 1107$. 06| 29505.881 7553.83
OVER $$00000 791 0.03 199160.39 1096881 .0t,| I0S$520.S3 3.181 10902.301 65158.731 18033.$0
TOTAL 2683931 100 31689.12 385$1.351 30273.59 2.281 781$ . 371 1379.081 $03.1$



TAX L IA01LITY pro IKIH- TAXAOLE
MEAN

AC I CROUP
LOSS 280.94
SO 10 S10000 96.79
010001 TO 020000 512.82
020001 TO 010000 10(6.90
010001 TO 040000 1642.81
040001 TO 0S0000 2208.55
050001 TO 060000 2805.18
060001 TO 070000 1441.71
070001 TO SSOOOO 4117.41
080001 TO 090000 4848.21
090001 TO 0100000 5756.27
0100001 TO SISOOOO 7627 AO
01S0001 TO 0200000 12227.50
0200001 TO 0100000 21485.25
0100001 TO 0400000 29415.14
OVCR 0400000 65071.21
TOIAL 1816.42



TABLE 42
1992 TAX ALTERNATIVE THREE
MODERATE ECONOMIC SCENARIO

UAGE t SALARY
ADJ CROSS 
mconE

TAXADLEiriconc
HUnDCR OF KXCMPIinns VAIUE OF 

EXEfir IIOIIS
TAX LIABILITY PFO TAXADLE PAID TROn FCDRL TAX

II PCTH sun sun sun sun sun sun sun
AGI CROUP 
1005

...........
2762 1.01 25601111.00 -59702619.05 11655782.37 7712.00 27670656.00 705950.06 171110.50

00 TO S10000 58792 18.11 221076615.00 278511905.751 76266960.12 71311.00 255863868.00 5737763.75 120369.63
010001 TO 020000 50190 18.65 676856501.00 781699606.62 617070798.72 87589.00 316269112.00 28825677.70 925686.11
020001 TO 010000 16976 16.68 688895619.00 1015967865.12 685925171.17 80968.00 290661626.00 63635169.17 3766816.16
000001 TO 090000 12175 11.96 1106661969.00 1 198668661.06 876836811.99 78926.00 283179112.00 56962216.59 7650572.62
050001 TO 050000 25686 9.67 1115560797.00 1217226966.02 912556988.66 70076.00 251612688.00 57968586.39 11661229.55
050001 TO 060000 16908 7.01 972929669.00 1100596817.68 877852717.88 56689.001 196961732.00 56231083.07 11125056.77
0&0001 TO 070000 16 501 5.19 880191766.00 1006001261.51 827276559.51 66089.00! 158191112.00 50878617.57 13231723.88
070001 TO saoooo 11166 6.16 765860668.00 901551955.07 759266627.07 35168.001 126182786.00 66535697.621 12522167.69
680001 TO 090000 8019 2.99 611609955.00 769701168.29 667265160.29 25269.001 90665172.00 39550160.621 11667818.10
090001 TO 0100000 5768 2.16 655260262.00 625050219.11 550579701.31 18361.001 65879266.00 33551118.20! 10111182.61
0100001 TO 0150000 10728 1.991 956129681.00 1696756712.251 1156509526.25 36613.001 126191666.00! 82236379.651 26606631.93
0150001 TO 0200000 1157 0.501 166765672.00 297067618.65 I 279667590.66 6366.001 15591668.00! 16887219.661 6572865.90
0200001 TO 0100000 170 0.061 16225019.00 62192676.871 60151062.87 669.001 1611012.001 3616887.771 967653.93
0300001 TO 0600000 28 0.011 6277165.00 11117617.961 12917605.96 99.001 355212.001 778966.361 210569.82
OVER 0500000 85 0.011 18159817.00 82022576.161 80791058.16 307.001 1101516.001 6855263.691 1366759.61
TOTAL 269129 10018662002910.00 1076665256518668181926.77 616150.00|2203570199. 99| 526956755.051 116222039.31



TAX LIAniUTY Pll) MOM*1AXADlE
S U M

AGI GROUP
LOSS 6B73A6. 9A
SO 10 $10000 A'.55897 .61
$10001 10 $20000 2622A2A7.92
$20001 10 $30000 A1155510.27
$30001 TO SAOOOO 52610070 .O'.
$'.000 1 TO $50000 55753A19.31
$50001 10 $60000 52671163.07
$60001 TO $70000 A9636A73.57
$70001 10 $80000 A 5555865.62
$80001 TO $70000 38835908.A2
$70001 TO $100000 3303A782.20
$100001 TO $150000 81270571.A5
S150001 TO $200000 16766855.AA
$200001 TO $300000 3621063.77
$300001 TO $'.00000 776256.36
OVCR $'.00000 A S A  758 3. A9
TOTAL 505103035.A8





tn«o

1 AX l IAimitY n o  iinu- 1AXAIUE
MCAtl

ACI CROUP
LOSS 297.07
SO TO S 1 0000 91.12
S10001 10 $20000 522.50
920001 TO 930000 1055.92
510001 10 $90000 1615.12
590001 10 SSOOOO 2195.61
$90001 10 $60000 2785.65
$60001 10 $70000 1922.50
$70001 10 SBOCOO 9087.91
$80001 TO $90000 9810.99
$90001 TO 9100000 5727.25
$100001 TO $150000 7575.56
$150001 10 $200300 12155.81
$200001 10 $100000 21100.18
$100001 10 $900000 27721.99
OVCR $900000 57010.39
101A L 1887.95



Liability to Collections

The p r o j e c t e d  t im e  p a t t e r n  g en e ra te d  f rom  1970
da ta  can be used t o  t r a n s l a t e  t h e  p r o j e c t e d  t a x  
p re sen ted  1n t h e  t a b l e s  be low I n t o  g ross  r e c e i p t s  ( c o l .
3 ) ,  and n e t  r e c e i p t s  ( c o l .  4) by q u a r t e r  and f i s c a l  
Consumer P r i c e  Index  ( c o l .  5) 1s used t o  d e f l a t e  o r  
r e c e i p t s  1n nom ina l  d o l l a r s  t o  r e a l  1986 d o l l a r s  ( c o l .  6) so we can
compare e s t i m a te d  1988 th ro u g h  1992 p r o j e c t e d  f i s c a l  year  c o l l e c t i o n s  to
a c t u a l  c o l l e c t i o n s  f r o m  1975 t h r o u g h  1979.

-  1979 a c c o u n t i n g  
year  c o l l e c t i o n s  
2 ) ,  re fun d s  ( c o l .  
y e a r .  The U. S. 
I n f l a t e  the  ne t

TABLE 13 
(PFD TAXABLE) 

LIABILTITY TO COLLECTIONS 
TAX ALTERNATIVE THREE 

MODERATE ECONOHIC SCENARIO

6R05S NET NET REC
FY/Q RECEIPTS REFUNDS RECEIPTS CPI 486

(fa noa) (4a noa) (4a noa) (4a real)

86 325.98
88/1 10 41 (41)
12 10 40 (40)
/3 41 43 (41)
/4 487 46 482

TOTAL 489 49 !Z1 338.66 476

89/1 4116 45 4111
12 41S3 42 4151
/ 3 4149 416 4132
/4 4126 436 489

TOTAL 4543 •60 4483 354.17 4445

90/1 4123 46 4117
12 4163 42 4161
11 4158 420 4138
/4 4132 444 488

TOTAL 4576 472 4504 370.39 4443

91/1 4128 45 4123
12 4169 42 4168
/3 4165 416 4149
/4 4137 435 4103

TOTAL 4600 457 4543 387.35 4457

92/1 4134 45 4129
12 4177 42 4175
11 4172 415 4157
U 4139 434 4105

TOTAL 4621 455 4566 405.09 4455

-( I60 )•

non m u



METHOD

General  D e s c r i p t i o n  o f  the  M o d e l l i n g  Process

A laska  repea le d  I t s  I n d i v i d u a l  income tax  b e g in n in g  w i t h  t a x  year  
1979. Because no da ta  on s t a t e  t a x  c o l l e c t i o n s  i s  a v a i l a b l e  a f t e r  t h a t  
t im e  th e  f i r s t  t a s k  o f  t h i s  a n a l y s i s  was the  deve lopment  o f  a d a ta  base.  
These da ta  sources  were examined:

1. S t a t i s t i c s  o f  Income d a ta  f o r  years  1964-81.

2.  Fede ra l  tape  da ta  f o r  ye a rs  77,  78 and 81 t o  85.

3 .  S t a t e  income t a x  tapes f o r  yea rs  76 -  79.

The second s tep  i n  the a n a l y s i s  was t o  c o n v e n i e n t l y  and a c c u r a t e l y  
summarize t h e  i n f o r m a t i o n  i n  these  d a ta  bases .  Tax a n a l y s i s  needs to  
c o n s i d e r  b o th  th e  agg rega te  l e v e l  o f  income and t h e  d i s t r i b u t i o n  a c ross  
income c la s s e s  o f  t h a t  income. Income d i s t r i b u t i o n s  a re  f r e q u e n t l y  
ana lyzed  w i t h  some v a r i a n t  o f  logno rma l  o r  Pa re to  f r e q u e n c y  
d i s t r i b u t i o n s .  Th is  a n a l y s i s  used the  lognorma l  d i s t r i b u t i o n  t o  a n a ly z e  
and summarize the  i n f o r m a t i o n  i n  t h e  v a r i o u s  a v a i l a b l e  d a ta  bases.

The t h i r d  s te p  i n  t h i s  s tu d y  was t o  examine how the  param ete rs  
d e s c r i b i n g  the se  income d i s t r i b u t i o n s  v a r i e d  o v e r  t im e  as economic 
c o n d i t i o n s  changed.  These h i s t o r i c a l  r e l a t i o n s h i p s  were then  used t o  
f o r e c a s t  how the  Income d i s t r i b u t i o n  m ig h t  l o o k  i n  f u t u r e  years  g iv e n  a 
f o r e c a s t  o f  key economic v a r i a b l e s .  In  a d d i t i o n  to  the  d i s t r i b u t i o n  a 
f o r e c a s t  o f  the  number o f  j o i n t  and n o n - j o i n t  r e t u r n s  was deve lo p ed ,  
ag a in  based on h i s t o r i c a l  r e l a t i o n s h i p s  t o  key economic v a r i a b l e s .

A t  t h i s  p o i n t  the  a n a l y s i s  can p r e d i c t  t h e  number o f  r e t u r n s  l i k e l y  
to  be r e c e i v e d  i n  f u t u r e  years  and the  d i s t r i b u t i o n  o f  .these r e t u r n s  
ac ro ss  income c l a s s e s .  In  th e  n e x t  s tep  we sampled r e t u r n s  f rom the  most 
r e c e n t  f e d e r a l  tape  i n  p r o p o r t i o n  to  the  e s t im a te d  f r e q u e n c i e s  w i t h  
a d jus tm e n ts  made t o  r e f l e c t  p ro b a b le  r e l a t i o n s h i p s  between s ^ a te  and 
f e d e r a l  f i l i n g s .  Each r e t u r n  s e le c te d  i n  th e  sample has i n f o r m a t i o n  on 
income, exempt ions  and d e d u c t i o n s .

The p r e d i c t e d  d i s t r i b u t i o n  and the  sampled r e t u r n s  p r o v id e s  a 
c h a r a c t e r i z a t i o n  o f  the s t a t e  income t a x  base i n  f u t u r e  y e a r s .  Tax 
s t r u c t u r e s  can be v a r i e d  by chan g ing  r a t e s ,  exem pt ion  amounts and 
d e d u c t i o n s .  Revenue impacts  a re  d e te rm ined  by ru n n in g  d i f f e r e n t  tax  
s t r u c t u r e s  a g a i n s t  t h i s  base o f  t a x  r e t u r n s .

The I n f l a t i o n  ra te s  used to  Index ta x  s t r u c t u r e  e lements  were those  
1n the Pe t ro leu m  Revenue f o r e c a s t  produced 1n December 1 9 8 6 . (20 )



Data D e s c r i p t i o n .  L i m i t a t i o n s  and Use 

S t a t i s t i c s  o f  Income Data

Source :  S t a t i s t i c s  o f  Income I n d i v i d u a l  Income Tax Returns
the  T re a su ry  I n t e r n a l  Revenue S e rv ic e s

Department of

Per iod  o f  A v a i l a b i l i t y :  1964-81

Type o f  I n f o r m a t i o n :  For a l l  r e t u r n s  and j o i n t  r e t u r n s  by a d ju s te d  gross
Income c l a s s :

Number o f  r e t u r n s
A d j u s te d  Gross Income le ss  d e f i c i t
S a l a r i e s  and wages -  number o f  r e t u r n  and amount
T o t a l  number o f  exempt ions
T o t a l  Income t a x  -  number o f  r e t u r n s  and amount

D e s c r i p t i o n : Th is  s e r i e s  o f  r e p o r t s  p re s e n ts  I n f o r m a t i o n  based on a 
s t r a t i f i e d  sample o f  u n a u d i te d  i n d i v i d u a l  Income t a x  r e t u r n s  
f i l e d  by U.S.  c i t i z e n s  and r e s i d e n t s .  Es t im a tes  1n a g ive n  
y e a r ' s  r e p o r t  a r e  p r i m a r i l y  based on r e t u r n s  f o r  t h a t  Income 
ye a r  bu t  may r e f l e c t  a sm a l l  number o f  l a t e  f i l i n g s  f rom p r i o r  
y e a r s .  Data a t  the  s t a t e  l e v e l  1s based on the  s t a t e  address 
r e p o r te d  on the  t a x  r e t u r n .

L i m i t a t i o n s :

The sample used to  g e n e r a te  the  r e p o r t s  1s q u i t e  smal l  and e s t im a te s  a re  
s u b j e c t  t o  some sampl ing  e r r o r .  W h i le  the  sam p l ing  de s ign  Insu re s  t h a t  a 
minimum number o f  r e t u r n s  a re  s e le c te d  f rom a sm a l l  s t a t e  l i k e  A laska  the 
p resence  o f  v a r i a t i o n  among p o s s i b l e  samples needs t o  be re c o g n iz e d .

A second p rob lem  I n v o lv e s  the  l e v e l  o f  d e t a i l  p resen ted  1n the  r e p o r t s .  
For  I n s t a n c e  a bou t  80 p e r c e n t  o f  Federa l  Income ta x  pa id  by A laskan r e s i d e n t s  
1n 1981 came f ro m  r e t u r n s  1n two Income c la s s e s  $30 ,000 to  50,000 and $50,000 
t o  100 ,000 .  Given such broad g ro u p in g s  U  i s  d i f f i c u l t  t o  deve lop  
measures such as means o r  p e r c e n t i l e s  t o  c h a r a c t e r i z e  the  r e t u r n s  
income g ro u p .  For t a x  e s t i m a t i n g  purposes I t  1s Im p o r t a n t  to  know how 
a re  d i s t r i b u t e d  w i t h i n  an Income 
needs to  be e s t i m a te d .

summary 
1n the 

r e t u r n s
c la s s  and as a consequence t h i s  d i s t r i b u t i o n

A f i n a l  p rob lem  1s t h a t  the  d a ta  p ro v id e s  no I n f o r m a t i o n  on persons 
e a r n in g  Income 1n A laska  b u t  p a y in g  f e d e r a l  t a x  as a r e s i d e n t  o f  a n o the r  
s t a t e .
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Alaska Individual Income Tax Data

Source :  A la ska  I n d i v i d u a l  Income Tax Computer  Tapes Depar tment  o f
Revenue,  S t a t e  o f  A la ska

Per io d  o f  A v a i l a b i l i t y :  1976 -8 1 ,  p r e v io u s  years  l a c k  comp le te  I n f o r m a t i o n

Type o f  I n f o r m a t i o n :  For  a l l  r e t u r n s :
A d j u s t e d  Gross Income F e d e ra l  
A d j u s t e d  Gross Income A la s k a  
T a x a b le  Income 
T o t a l  number o f  exem pt ions  
T o t a l  Income tax

D e s c r i p t i o n :  The A laska  I n d i v i d u a l  Income t a x  d a ta  was c o l l e c t e d  t o  he lp
a d m i n i s t e r  the  I n d i v i d u a l  Income t a x  program. These tapes 
I n c l u d e  r e t u r n s  f rom persons  owing Income t a x  t o  the  S t a t e ,  
r e g a r d le s s  o f  r e s i d e n c e .  The tap es  have I n f o r m a t i o n  on 
I n d i v i d u a l  Income t a x  r e t u r n s  s u b m i t t e d  d u r i n g  the  t r a n s a c t i o n  
y e a r ,  r e g a r d le s s  o f  the  t a x  year  o f  t h e  r e t u r n .

We combined the  r e c o rd s  f ro m  the  same t a x  yea r  i n t o  d a ta  s e t s ,  
assuming t h a t  l a t e  f i l e r s  tended  t o  resemble  the  o th e r  
r e c o r d s .  T h is  assu m p t io n  was made w i t h  a l l  the  r e t u r n  da ta  
bases and 1s d i s c u s s e d  above I n  t h e  s e c t i o n  on the  Federa l  
Income Tax Tapes.

L i m i t a t i o n s :  The s h o r t  t im e  span o f  t h i s  da ta  l i m i t e d  I t s  u s e f u l n e s s .  The
d a ta  was c o l l e c t e d  p r i m a r i l y  t o  accou n t  f o r  re fu n d s  and 
payments;  and t h e r e f o r e ,  the  a c c u r a c y  o f  the  b a s i c  Income 
I n f o r m a t i o n  was n eve r  v e r i f i e d .

Use: T h is  da ta  was used 1n a 1977 match w i t h  the  1977 Fede ra l  da ta
base,  as d e s c r i b e d  above.  I t  was a l s o  used t o  d e ve lo p  an
o u t - o f - s t a t e  f i l e r  d a ta  base .  T h i s  was used 1n a d d i t i o n  to
re c o rd s  f rom  th e  S t a t i s t i c s  o f  Income and Federa l  Income Tax 
a n a l y s i s  as b o th  these  a re  l i m i t e d  to  r e t u r n s  f i l e d  f rom
A laskan  a d d re s s e s .

The o u t - o f - s t a t e  f i l e r s  a re  m ig r a n t s  (1n o r  o u t ) ,  n o n - r e s i d e n t  
w o r k e r s ,  A la ska  r e s i d e n t s  t e m p o r a r i l y  ou t  o f  s t a t e  (such  as 
s tu d e n t s  o r  p a t i e n t s ) ,  and A laskans  a t  m i l i t a r y  s t a t i o n s  or  
w i t h  d e l e g a t i o n s  r e p r e s e n t i n g  th e  S t a t e  1n v a r i o u s  l o c a t i o n s  
(such  as W ash ing ton  D. C . ) .  N o n - r e s id e n t s  and p a r t - y e a r
r e s i d e n t s  a p p o r t i o n  t h e i r  income,  d e d u c t i o n s  and exempt ions
based on e i t h e r  p e rcen ta g e  o f  Income earned i n  t h i s  s t a t e
compared to  e l s e w h e re ,  the  source  o f  d e d u c t i o n  e x p e n d i t u r e s ,  
o r  s i t e  o f  p r o p e r t y  wh ic h  1s the b a s i s  f o r  d e d u c t i o n s .  These
re co rd s  do n o t  resemble  the  1 n - s t a t e  f i l e r s  and have to  be
mo de l led  s e p a r a t e l y .
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Federal Income Tax Tapes

Source :  Fede ra l  I n d i v i d u a l  Income Tax Computer Tapes, Department  o f
T r e a s u r y ,  I n t e r n a l  Revenue S e r v i c e

Per iod  o f  A v a i l a b i l i t y :  1977-84,  (1979 and 1900 n o n - a v a l l a b l e )

Type o f  I n f o r m a t i o n :  For a l l  r e t u r n s :
Most  f i e l d s  on th e  Form 1040 and a t t a c h e d  
schedu les

D e s c r i p t i o n :  The Federa l  I n d i v i d u a l  Income t a x  d a ta  was c o l l e c t e d  to
h e lp  a d m i n i s t e r  t h e  I n d i v i d u a l  Income t a x  p rogram. The 
s t a t e  r e c e i v e s  th e se  tapes under t h e  f e d e r a l  1nfomat1on 
exchange p rogram.  These tapes  I n c l u d e  r e t u r n s  f rom  
persons s u b m i t t i n g  t h e i r  r e t u r n s  f ro m  A laskan  add resses .  
The tapes have I n f o r m a t i o n  on I n d i v i d u a l  Income ta x  
r e t u r n s  s u b m i t t e d  d u r i n g  the  t r a n s a c t i o n  year  and the 
p r e v io u s  ta x  y e a r .  B e fo re  th e  d a ta  1s used,  a l l  
I d e n t i f y i n g  I n f o r m a t i o n  such as name, s o c i a l  s e c u r i t y  
number,  address  and c h a r a c t e r  codes was removed f ro m  the  
d a ta  s e t .

Use: The tape d a ta  was then used as a benchmark f o r  t e s t i n g
th e  a ccuracy  o f  th e  SOI sample d a ta  (see d e s c r i p t i o n  
a b o v e ) .  Th is  d a ta  was used 1n a 1977 match w i t h  the  1977 
A la ska  da ta  base ,  d e s c r i b e d  above.

T h is  was done t o  I d e n t i f y  c h a r a c t e r i s t i c s  o f  the  two 
groups o f  t a x p a y e r s  whose s t a t u s  on the  f e d e r a l  tape  1s
i n a c c u r a t e  f o r  s t a t e  t a x  p u rpo se s :  (1 )  f i l e r s  who wou ld
owe s t a t e  Income t a x  b u t . d o  n o t  appear  on the  f e d e r a l  tax  
t a p e ,  and (2 )  f i l e r s  who appear  on the  f e d e r a l  tape  b u t  
f i l e  no s t a t e  t a x  r e t u r n .

The f i r s t  g roup  1s composed m o s t l y  on n o n r e s id e n t s  who
earn  p a r t  ( o r  a l l )  o f  t h e i r  Income 1n A la ska  b u t  f i l e
t h e i r  f e d e r a l  income t a x  r e t u r n  f rom an address  1n
a n o th e r  s t a t e .  T h is  group  can a l s o  c o n t a i n  both
1nm1grants and o u t m i g r a n t s ,  as w e l l  as r e s i d e n t s
t e m p o r a r i l y  l i v i n g  o u t  o f  the  s t a t e  (such  as s t u d e n t s ,
e l e c t e d  f e d e r a l  o f f i c i a l s  and t h e i r  s t a f f s ,  and A laskans  
s e r v i n g  1n t h e  m i l i t a r y ) .  T h i s  group has been
s i g n i f i c a n t  enough t h a t  1 t  was e s t im a te d  and In c lu d e d  1n
the  s tud y  d a t a .

The second g roup  1s composed m o s t l y  o f  n o n r e s id e n t
m i l i t a r y  l i v i n g  1n the  s t a t e  whose Income 1s taxed by the
f e d e r a l  government  b u t  was n o t  taxed  by the  s t a t e  t inder
o ld  law.  I t  a l s o  I n c l u d e s  p eo p le  whose o n l y  source  o f
Income 1s I n t e r e s t  on f e d e r a l  government o b l i g a t i o n s .
T h is  group 1s sma l l  and has r e l a t i v e l y  sm a l l  average
a d j u s t e d  g ross  Income, thus  no a d ju s tm e n t  was made f o r
them.



The l a t e s t  y e a r  o f  the  f e d e r a l  d a ta  (1984) was used t o  
e s t i m a te  t h e  Income t a x  l i a b i l i t y  g en e ra te d  by d i f f e r e n t  
Income t a x  s t r u c t u r e s .  The method f o r  t h i s  1s d e s c r ib e d  
above (see  the  f i r s t  page o f  the  METHOD s e c t i o n  o f  t h i s  
r e p o r t ) .

L i m i t a t i o n s :  The s h o r t  t im e  span o f  t h i s  d a ta  l i m i t e d  I t s  u s e f u l n e s s .
The d a ta  1s c o m p i le d  on the  a ssum pt ion  t h a t  l a t e  f i l e r s  
f rom the  p r e v io u s  y e a r  a d e q u a te d ly  r e p r e s e n t  l a t e  f i l e r s  
f o r  the  c u r r e n t  y e a r .  T h is  same assum pt io n  1s made when 
the  IRS c o m p i le s  I t s  S t a t i s t i c s  o f  Income p u b l i c a t i o n s .  
S ince  th e  SOI d a ta  was used t o  e s t i m a te  the  Income 
d i s t r i b u t i o n  used 1n t h i s  s t u d y ,  the assum pt ion  was 
m a i n t a i n e d .

T h is  assum pt io n  has two p r im a r y  d is a d v a n ta g e s .  F i r s t ,  1 t  
o n l y  a l l o w s  f o r  one y e a r  o f  l a t e  f i l e r s ,  w h i l e  s t a t e  
Income t a x  da ta  p r i o r  t o  1979 shows t h a t  m u l t i p l e  year  
l a t e  and amended f i l i n g  a re  p l e n t i f u l .  Second, t h i s  
assum pt io n  I m p l i e s  t h a t  one y e a r  l a t e  f i l e r s  have r o u g h l y  
the  same c h a r a c t e r i s t i c s  year  t o  y e a r .  A n a l y s i s  o f  the  
da ta  suggests  t h a t  t h i s  has been a f a i r l y  rea so n a b le  
a p p r o x im a t i o n  o f  t h e  p a s t ;  how eve r ,  w he the r  t h i s  w i l l  
rema in  t r u e  1n an economic dow n tu rn  o r  w i t h  a change 1n 
t a x  law 1s n o t  known.



Cash Flow Data

Source :  Cash Flow Computer Tapes Depar tment  o f  Revenue,  S ta te  o f  A laska

Per iod  o f  A v a i l a b i l i t y :  1970-86,  (1980 1s m is s i n g )

Type o f  I n f o r m a t i o n :  For  a l l  r e c e i p t s :
Tax t y p e
Tax amount  r e c e iv e d  
Tax s u b m i t t e r  
Date r e c e i v e d

D e s c r i p t i o n :  The Depar tment  o f  Revenue Cash Flow da ta  1s an a c c o u n t i n g
system used t o  keep t r a c k  o f  a l l  monies t h a t  f l o w  th rou g h  the 
d ep a r tm e n t .

Use: Th is  d a ta  was used t o  d e te rm in e  th e  t im e  p a t t e r n  o f  payment
f o r  each t a x  y e a r .  From t h i s  p a t t e r n ,  we can t r a n s l a t e  the  
l i a b i l i t y  I n f o r m a t i o n  1n q u a r t e r l y  g ro ss  c o l l e c t i o n s .

PBA Repor ts

Source :  M o n th l y  Revenue J o u r n a l ,  Depar tment  o f  A d m i n i s t r a t i o n ,  S t a t e  o f
A la ska

Per iod  o f  A v a i l a b i l i t y :  1969-86

Type o f  I n f o r m a t i o n :  For  each month:
Tax t y p e
Tax t o t a l  r e c e iv e d  
Tax t o t a l  re funded

D e s c r i p t i o n :  The PBA system was the  S t a t e ' s  automated accounting system
u n t i l  v e ry  r e c e n t l y  ( 1 9 8 6 ) .

Use: vie were  unab le  t o  use the  d a ta  tape s  b u t  used summary r e p o r t s
on r e c e i p t s  and re fu n d s  o f  I n d i v i d u a l  Income taxes  to  e s t i m a te  
the  t im e  p a t t e r n  o f  c o l l e c t i o n s .  No I n f o r m a t i o n  on the  
I n d i v i d u a l ,  I n d i v i d u a l  amounts o r  t a x  year was a v a i l a b l e  f rom 
these  summmary r e p o r t s .  The t o t a l  r e c e i p t s  were used to  
compare and v e r i f y  Cash Flow System t o t a l s .  The re fu n d  
I n f o r m a t i o n  was th e  o n l y  good I n f o r m a t i o n  we had on o u t f l o w s ,  
and as noted b e f o r e  was n o t  I d e n t i f i a b l e  by ta x  y e a r .  I t  was 
used to  e s t i m a t e  a r e l a t i o n s h i p  between re fund s  and p r i o r  tax  
year  r e c e i p t s  and t o  deve lo p  a q u a r t e r l y  re fun d  p a t t e r n .
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