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CS FOR HOUSE BILL NO. I69(HES)
INTHE LEGISLATURE OF THE STATE OF ALASKA

TWENTIETH LEGISLATURE «SECOND SESSION
BY THE HOUSE HEALTH. EDUCATION AND SOCLXL SERVICES COMMITTEE

Offered:
Referred:

Sponsor:*l: HOUSE RULES COMMITTEE BY REQUEST OF THE GOVERNOR
A BILL

FOR AN ACT ENTITLED
"An Act creating awelfare-lo-work tax ciedit under the Alaska Net Income Tax
Act; relating to the federal work opportunity tax credit and the federal welfare-

to-work tax credit; and providing for an effective date.”
BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA:

e Section 1. AS 23.20.030 isamended by adding a new subsection to read:
(d) The department shall prescribe standards for the director to administer and
implement the certifications required by the director for the tax credit under
AS 43.20046.
* Sec. 2. AS 43.20.036 isamended by adding a new subsection to read:
(k) For purposes of calculating the income tax payable under this chapter, the
taxpayer may not apply as a credit against tax liability

(1) the work opportunity tax credit allowed as to federal taxes undc<

26 U.S.C. 51: or

(2) the welfarc-to-work credit allowed as to federal taxes under 26

ool CSI1IB 169(HES)
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U.S.C. 51A.

* Sec. 3. AS 43.20 isamended by adding a new section to article I to read:

Sec. 43.20.046. Alaska welfare-lo-work lax credit, (@ A taxpayer is
eligible for a tax credit as provided in this section.

(b) A taxpayer may apply as a credit against the tax imposed by this chapter
15 percent of wages paid in any tax year beginning after December al, 1997, but
before January 1. 2001. to an employee who qualifies under (d) of this section. Except
as provided in (c) of this section, the credit may not exceed S1.000 for each qualified
employee.

(c) After claiming the credit allowed in (b) of this section, a taxpayer may
claim additional credit of 15 percent of wages paid in a tax year beginning after
December 31. 1997. but before January 1. 2001, to an employee who qualifies under
(d) of this section if the commissioner of health and social services or the
commissioner 3 designee certifies that the taxpayer provided on-the-job training to that
employee and the training met standards for work activities under AS 47.27. The
additional credit under this subsection may not exceed $500 for each qualified
employee.

id) An employee qualifies for purposes of the tax credit under this section if
the director of employment security appointed under AS 23.20.030(a) certifies that

(1) the employee meets the criteria for
(A) the fedctal work opportunity tax credit under 26 U.S.C. 51.
as in effect on January 1. 1998: or
(B) the fcdetal wclfare-to-work credit under 26 U.S.C. 51A. as
in effect on January 1. 199fc: and
(2) cither
(A) some or all of the activities that qualified the employee to
meet the criteria described in (1) of this subsection occurred in this state: or
(B) at the time of hire, the employee or the employee 3
immediate family is receiving or is eligible for assistance under AS 47.
<c) A taxpayer may claim the credit under this section if the taxpayer employs

the qualified employee for a total of 180 days or 400 hours after December 31. 1997,

CSIIB 169VIK.SI -2-
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regardless of whether

(1) the federal credits in 26 U.S.C. 51 or 26 U.S.C. 51A arc no longer
in effect: or

(2) the employee has intervening layoffs and rehires by the employer
during the time that total work hours or days are being accumulated.

(0 An employer may not claim a credit more than once under (b)and (c) of
this section for the same employee.

(g) A taxpayer may not claim the tax credit allowed under this section if the
taxpayer is in arrears in the payment of contributions under AS 23.20 or a tax under
this title. For purposes of this subsection, a taxpayer is not inarrears if the
contribution or tax liability is under administrative or judicial appeal.

(h) An unused tax credit available under (b) or (c) of this section may be

carried forward to the following two tax years.

* See. 4. AS 23.20.030(d) and AS 43.20.046 are repealed.

* Sec. 5. Sections 1 - 3 of this Act are retroactive to January 1, 1998.

* Sec.

6. Sections 1 -3 and 5 of this Act take effect immediately under AS 01.10.070(c).

* Sec. 7. Section 4 of this Act takes effect December 1.2003.

CSIIB IMLIIES)
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AMENDMENT

To CS HB 169 (HES) (0-GHO082\E)

Page 2. lines 13-14,

Delete “director of employment security appointed under AS 23.20.030(a)"

Insert “€ommissioner of the Department of Health and Social Services or the
commissioner 3designee””



LEGAL SERVICES

DIVISION OF LEGAL AND RESEARCH SERVICES
LEGISLATIVE AFFAIRS AGENCY
(907) 465-3867 or 465-2450 STATF OF ALASKA

FAX (907) 465-2029
Mail Stop 3101

130 Seward Street, Suito 409
Juneau, Alaska 99801-2105

MEMORANDUM March 2. 199S
SUBJECT: CSHB 169(HES)(Draft version "E")
TO: Representative Con Bundc, Chair

House Health, Education, and Social Services Committee
Attn: Lynne Smith

FROM: Rick Glover -
Legislative Counsel

Enclosed isthe HES CS you requested for HB 169. The CS incorporates the amendments
you sent over However, this is the first occasion we"ve had to review this bill, which was
drafted by the Department of Law, so Ihave the following questions:

(1)1 have substituted "AS 47.27" for the session law reference on page 2, line 14.
I that citation is incorrect, could you suggest another statutory citation? We try to avoid
session law references in statutes.

(2) 1have changed the bill title to meet the constitution™s requirement that it be
descriptive of the bill's contents. 1 do not think the original bill title was sufficient to
describe sec. 2 of the bill, which relates to two federal tax credits.

(3) lalso recommend a change in the name of Alaska tax credit in sec. 3. The

targeted groups that qualify for the federal work opportunity tax credit under 26 U.S.C. 51
arc not all welfare recipients. Ihave enclosed the relevant description from federal law.

(4) Inotice that AS 43.20.046(h), enacted by see. 3 of the bill, provides for a two-
year carry -over of unused credits. Is ityour intent that the cany-ovcr period extend beyond
tin December 2003 repealer date, or is the ability to carry-over extinguished on that date,
too? Irecommend clarification one way or the other. Which do you want?

(5) Ifthe bill passes without the two-thirds majority to preserve the effective date in
sec. 7, the bill will simultaneously enact and repeal AS 23.20.030(d) and 43.20.046. |
recommend deleting sec. 7. modifying sec. 4 to include the December 1, 2003 dale, and
modifying sec. 6 to make the Act effective immediately.

RAG glc pi
98-124 glc
Enclosure



WORK DRAFT

WORK DRAFT WORK DRAFT
0-GHOO082VE
Glover
3/2/98
CS FOR HOUSE BILL NO. 169(HES)
INTHE LEGISLATURE OF THE STATE OF ALASKA
TWENTIETH LEGISLATURE -SECOND SESSION
BY THE HOUSE HEALTH. EDUCATION AND SOCIAL SERVICES COMMITTEE
Offered:
Referred:
Spnnsor(s): HOUSE RULES COMMITTEE BY REQUEST OF THE GOVERNOR
A BILL
FOR AN ACT ENTITLED
"An Act creating a welfare-to-work tax credit under the Alaska Net Income Tax

Act; relating to the federal work opportunity tax credit and the federal welfare-

to-work tax credit; and providing for an effective date."
BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA:

e Section 1. AS 23.20.030 is amended ay adding a new subsection to read:

(@) The department shall prescribe standards for the director to administer and
implement the certifications required by the director for the tax credit under

AS 43.20.046.
e Sec. 2. AS 43.20.036 is amended by adding a new subsection to read:

(k) For purposes of calculating the income tax payable under this chapter, the
taxpayer may not apply as a credit against tax liability

(1) the work opportunity tax credit allowed as to federal taxes under

26 U.S.C. 51; or

(2) the welfare-to-work credit allowed as to federal taxes under 26

CSIIB 1694 HKS)
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U.S.C. 51A.

*Sec. 3. AS 43.20 isamended by adding a new section to article 1 to read:

Sec. 43.20.046. Alaska welfare-to-work tax credit, (&) A taxpayer Iis
eligible for a tax credit as provided in this section.

(b) A taxpayer may apply as a credu against the tax imposed by this chapter
15 percent of wages paid in any tax year beginning after December 31, 1997, but
before January 1, 2001, to an employee who qualifies under (d) of this section. Except
as provided in (c) of this section, the credit may not exceed $1,000 for each qualified
employee.

(c) After claiming the credit allowed in (b) of this section, a taxpayer may
claim additional credit of 15 percent of wages paid in a tax year beginning after
December 31, 1997, but before January 1, 2001, to an employee who qualifies under
(d) of this section if the director of employment security appointed under
AS 23.20.030(a) certifies that the taxpayer provided on-the-job training to that
employee and the training met standards for work activities under AS 47.27. The
additional credit under this subsection may not exceed $500 for each qualified
employee.

(d) An employee qualifies for purposes of the tax credit under this section if
the director of employment security appointed under AS 23.20.030(a) certifies that

(1) the employee meets the criteria for
(A) the federal work opportunity tax credit under 26 U.S.C. 51.
as in effect on January 1. 1998; or
(B) the federal welfare-lo-work credit under 26 U.S.C. 51A. as
in effect on January 1. 1998; and
(2) cither
(A) some or all of the activities that qualified the employee to
meet the criteria described in (I) o! this subsection occurred in this state; or
(B) at the time o:" hire, the employee or the employee 3

immediate family is receiving or is eligible for assistance under AS 47.

© A taxpayer may claim the crcdr under this section if the taxpayer employs

the qualified employee for a total of 180 days or 400 hours after December 31, 1997.

169(1'ES) 2
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*

regardless of whether
(1) the federal credits in 26 U.S.C. 51 or 26 U.S.C. 51A arc no longer
in effect; or
(2) the employee has intervening layoffs and rehires by the employer
during the time that total work hours or days arc being accumulated.

(0 An employer may not claim a credit more than once under (b) and (c) of
this section for the same employee.

(@) A taxpayer may not claim the tax credit allowed under this section if the
taxpayer is in arrears in the payment of contributions under AS 23.20 or a tax under
this title. For purposes of this subsection, a taxpayer is not in arrears if the
contribution or tax liability is under administrative or judicial appeal.

(h) An unusedtax credit available under (b) or (c¢) of this section may be
carried forward to the following two tax years.

Sec. 4. AS 23.20.030(d) and AS 43.20.046 are repealed.
Sec. 5. Sections 1 - 3 of this Act arc retroactive to January 1. 1998.
Sec. 6. Sections I -3 and c of this Act take effect immediately under AS 01.10.070(c).

Sec. 7. Section 4 of this Act takes effect December |1, 2003.
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March 4, 1997

The Honorable Gail Phillips
Speaker of the House
Alaska State Legislature

State Capitol
82

Last year Isigned into law a bill commonly referred to as welfare reform, but Icalled ita
bill to put Alaskans towork. Today lam sending to the Legislature part two of that effort
to take people off the welfare rolls and put them on the payrolls. With this bill lam
launching my Alaska Business Investment Incentive Plan which will include several

measures to be presented over the next two weeks.

This bill establishes the Alaska welfare towork program which offers a tax credit to
corporations that hire people who receive public assistance. The tax credit will provide
an incentive to corporations to hire public aid recipients which will assist in the state 3

effort tomove people offof welfare

This new program would offer an employer a tax credit of 15 percent of an employee 3
eligible wages, capped at $1,000 per employee. Additional cieditof up to S500 may be
earned ifthe employer provides training that qualifies as a “Work activity””under last
year Sreform bill. To compare that with our current costs under welfare, the average
public assistance payment is S778 per month, or S4,668 over six montlis-far exceeding
the S1.000 to S 1,500 tax credit proposed in this legislation.

In order for an employer to cam the credit, the employee must remain in tiicjob for 180
days or 400 hours. The employment docs not, however, have to be uninterrupted or
within a year of initial hire. This ensures that employers who experience a need for a
temporary® layoff, or work in seasonal industries, arc eligible for the tax credit.

TRANSMITTAL LETTER
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The Honorable Gail Phillips
March 4, 1997
Page 2

The Alaska Welfare toWork program minors the federal work opportunity tax credit
program and should operate seamlessly with that national effort so the Department of
Labor can easily administer both programs and avoid confusion for employers. Unlike
the federal program, though, the Alaska credit would only apply to the hiring of people in
Alaska. Because that3 the whole point of this program-hiring Alaskans-this bill also
eliminates a cunent provision in state law that allows out-of-state corporations to take a
credit on their Alaska income tax for hiring someone on public assistance in Los Angeles,
or Detroit, or anywhere in the other 49 states. That federal credit is actually relatively
small compared to the credit in this proposal. Corporations hiring Alaskans stand to gain
much more under the Welfare to Work plan than they would lose in applying the federal

credit to .Alaska corporate income tax.

Jobs are the answer to reducing our welfare rolls. To the extent thisnew program can
encourage the private sector to help people work their way off public assistance, we are
all better served. Let 3 continue the work we began lastyear by passing this bill and

getting Alaskans to work.

Sincerely,



WELFARE TO WORK TAX CREDIT

Tax credit against corporate income tax at 15% of wages and capped at $1,000 per
employee with an additional $500 available for training the employee.

. Eligibility:
- Employee must be on the job for 180 days or 400 hours, although not
necessarily uninterrupted employment or within one year (toaccommodate

seasonal employment and temporary layoffs).
- Employee must have been on public assistance for at least 9 months or fitone

of the other requirements listed below. (Note: this isdue to effort to mirror

federal program.)

. Mirrors federal “fvork opportunity tax credit”’program to enable one application
process - keeping itsimple for employers and the state. That means maintaining
the same listof eligible people beyond public assistance recipients which include:

- Disabled persons receiving vocational rehabilitation
- Veterans on public assistance (for 3 mos. instead of 9 mos.)

- Ex-felons in low income families

Replaces the federal work opportunity tax credit (formerly known as targeted jobs

credit) with the Alaska-specific tax credit.
- In-state corporations will stand to benefit much more with state credit

compared towhat they would lose in federal credit applied to state taxes.
- Employer would still be able to take the federal tax credit on federal tax

return.
- Emphasis is to hire Alaskans and not give companies that pay taxes in Alaska

a break for hiring someone in an out-of-state location.

Takes effect January 1, 1997 and sunsets December 31.1999 - applying to 1997,
1998 and 1999 tax years with a two-year cany-forward.

Estimated Annual Fiscal Impact

880 employees @ $1,500 credit each: Total credit= $1,320,000%
* Revenue loss would be offset by $262,533 the state would no longer offer

under federal credit. (See attachment)

Lead Agency: DHSS

WELFARE TO WORK TAX CREDIT FACT SHEET



Work Opportunity Tax Credit (WOTC) Fact Sheet
What is the WOTC Program?

The WOTC prvgram Is a tax cradt program offend to employers a, an inamtfv. to hir* poop* of seven twvet
groupo who face significant barton to employment The WO TC program was created by the Smell Business Job
Protection Act (Putic Law 104-188) end authorizes the program for one year storting October 1, 10be.

Who does WOTC Help?

WO TC helps both the employer and targetedjob seekers. Tho employer aeve* ao the tax aecfifhelps defray payroll
expenses. A job seeker who qualifies for one of the seven targeted groups gains an advantage inthe job market

How Much 1is tho Tax Credit?

Employers can receive a tax credit of 3514 of first tc,000. In"quoSfied 1st-year wages ~for a maximum credit d
*2.100.

For Summer Youth oorftiDants. »h* hoc credit ik 3tv, of firat e0.000. in "quatiled isx year wages* paid dunng the
9<Way working period of May 1 * Sept 15 AND whoso prtndprl place of abode iswithin an empowerment zone or
antennae community. Maximum credit ic 81.0S0.

What are Qualified Wages?

Wages considered as qualified for a tax credit are the first year wages paid or incurred to target grcup Individuals
who teem wortc for the employer after September 30.1956 and before October 1.1507 (May 1 «Sect 15.1997 tor
summer youth). Wages oannot be taken inmto account for any individual unlesa that Individual Is omptoyeo a: least

180 day* (20 days for Summer Youth), or has completed 400 hours (120 hn for Summer Ycuth) ofwort

Who are the Targeted Groups?

c. AFDC Recipient - a member of a kmify trist has received assistance from AJd to Famifes with Dependent
Children (AFDC) or a successor program for at least a 5-m.orrth period within the led 18 momhe.

b. Food Stamp Recipient eamember cfa family that has received food stamps W the lest6 menthe, CR receded
food stamps for at least 3 of the lad S months, BUT isno longer eligible to rcoervu mem. AND.
is it least 18 but not age 25 on tha hiring data.

e. Vran -aveteranand member ofa famJy that received:
e Assistance from AFDC or successor program for at least a 5-morrth penod within the last 21 months, OR

e Food stamps for at feast a 3-momh penod within the last 15 monlin.

d. Vocational RohabHJtation Recipient < IndNdual with ifcsaDIly and hasrvcetveo or Isrecefring vocsicnal
rehabilitation from a rehabitation agency approved by the state or the Department of Veterans A-fars.

e. Ex-/alon - a person convicted of a felony AND withinme past year was either convictod or releasee from pnecn
AND during the last 0 mondi* wae a member of « Icw-mcome farily. (Income must Dc 70S or less of Lower

living Standard Income Level (LLStl)).

f. High RISK Youth ea person age 18 through 24 and has principal abode inhan empowerment or enterprise zone.
(Alaska hat NO dodgnated empowerment or «Mi«rrprtse zones).

g- Summer Youth o person ago 1* ™I not 18 on Nir>g date end r.ea pnnopalabode Ihan empowerment or
enterprise zone. (Alaska has NO doaigneted empowerment or enterprise ZPritdL



Afaaka's W 0OTC Instructions for Employer

Carefully interview prospective employees to determine WO T C eligibility bofore making any
offers to hire,

Collect sufficient documentation to demonstrate the job applicant’s WO T C eligibility,

a. Client service providers, such as Public Assistance, will provide job applicants with ETA
Form 9062, "Conditional Certification” identifying them as a member ofa WO T C target
group. Job applicants win give this form to potential employers.

b. [Ifthe job appScarrt does not have a completed ETA Form 9C62 from the service provider,
the employer must then have tho appDcant complete ETA-Form 9081, Individual
Characteristics Form and provide documentation validating tholr membership of a targeted
group. These forms ant available from the WO TC Coordinator (see address below) or
from local Alaska Employment Service Clhces.

1) If Item 10a or 1Cb of Form 9061 is checked Yes, then the employer must have the
applicant provide documentation to validate their status as a veteran.

2) Ifltem 12 of Form 9061 is checked Yes. then have the applicantprovide documentation
to veMete that they et least 16 must less than 25 years old

2) Ifltem 15 is checked Yes, then have the applicant provide documentation to vaMate
when and where they received vocational rehabilitation services.

c. Employers will submit Form 9081 and vsJideting documentation along wrtn Form 8850.

WOTC Pr«-Screening Notice and Certification Requast, Form 8850

a. Hew the job applicant complete their portion of the WOTC Pre-Screening Notice and
Certification Request, Form 8850, before or on the date cf the job offer. Ueke mure the

applicant signs the form.

b. Complete the employer section. Make sum ifin *ign*d.
A notarized copy of power of attorney must tie submitted to the Alaska WO T C Coordinator
ifa third party is signing for the employer. Certification wtfj not L« issued wtthout it

Mail the completed Form 8850, Form 9061 or Form 9062, {AND copies of veSdating
documentation if9062 isNCT provided by a Service Provider) to;

Alaska Employment Service Tele: (907) 465 5925 or 1149
WOTC Coordinator Fax: (907) 465 <5788

P.0. Box 25509
Juneau, Alaska 99102-5609

.The Pre-acreenlng Notice and Request for Certification, Form 8550 must be postmarked
Within 21-days et tho date the applicant starts wort.

Sorry, 'R3 has (tiearty stated that we may not accept e FAX copy of tho Ftrm 5550.

The V\\JIU Pre-Screening Notice and Certification Request. FOrm 8860, serves as To request
for certification. A separate ‘“etter requesting ce/bflcaticn Is not requred. A certification
determination will be mailed to the employer after an eligibility verification a performed. You

may obtain Form 8830 fmm:

IRS Internet eitet httpJAwww.lra.uHrees.gov or IRS tale *1 1-800-529-5676

AUeka®"e WOTC Program Unit will Issue a Certification to tile employer for their tax

credit
December 31. 1996


http://www.Ira.uHrees.gov

STATE OF ALASKA
1997 LEGISLATIVE SESSION

Revxlon Date:

Title: Welfare To Work
Sponeor: Rulee Committee
Requettor; Governor

EjrpendHutee/Revenuee:
OPERATING EXPENDITURES FY 98
PERSONAL SERVICES
TRAVEL

CONTRACTUAL
SUPPLIES

EQUIPMENT

LAND & STRUCTURES
GRANTS. CLAIMS
MISCELLANEOUS

TOTAL OPERATING

| CAPITAL EXPENDITURES

[CHANGE IN REVENUES | GF 1 (1.057.5)1

FUND SOURCE

1002 Fedaral Receipt*
1003 GF Match

1004 GF

1005 GF/Program Receipt*
1037 GF.Mental Health
Other

TOTAL

Cilenete of any current year IFY971 cott »

POSITIONS:
FULL-TIME

PART-TIME
TEMPORARY

ANALYSIS: (Attach a eeparate pepe if necattary)

(See Artachee Anar,».»i

Prepared by

Approved try Comrmponer

Agency
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1 1 1 1
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00 00 00 00 00 00

00
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Alaska Department of Revenue
Income and Excise Audit Division

Welfare To Work
March 4, 1997
0-GH0082.A
Page 2 of 5

DBAEXBILL ANALYSIS

Section 1directs the Department of Labor to prescribe standards for the director of the
Division of Employment Security to administer and implement certifications for the work
opportunity tax credit requirements under AS 43.20.044. These requirements are further

discussed in section 3.

Section 2 disallows taxpayers from applying the apportioned portion of their federal work
opportunity lax credit against their corporate tax liability. Currently, qualifying taxpayers
can apply a portion of the federal work opportunity credit against their Alaska corporation
tax liability, whether or not ti . activity giving rise to the federal credit occurred in

Alaska. See p. 5.

Section 3 details the eligibility and allowable credit amounts. A taxpayers may apply
1551> of the wages ofemployees who qualify (up toamaximum of S1000 per employee)
as a credit against their corporate tax liability. An additional $500 isavailable if the
employer meets training requirements determined by the director of employment security.
To qualify for the Alaska work opportunity tax credit, the employee must meet the
requirements of the federal work opportunity credit (26 U.S.C. 51) and some or all of
these requirements must have been realized in Alaska or the employee or immediate
family must be receiving or eligible for benefits under AS 47. The taxpayer may not
claim a credit on a particular employee more than once and r.iustemploy the employee
for a total of 180 days or 400 hours (these hours or days do not ha .e to be taken
consecutively) after December 31. 1996. The Alaska work opportunity credit continues
to remain in effect even if the federal work opportunity credit is no longer in effect.

Section 4 repeals AS 23.20.030 (section 1of this bill) and AS 32.20.044 (section 3 of this
bill) at the future effective date in section 7.

Section 5 makes section 1*3 of this Act retroactive to January 1, 1997.
Section 6 establishes an immediate effective date for sections 1-3 and 5 of this Act.

Section 7 establishes a sunset provision of January 1.2002 for sections 1and 3 of this
Act.



Alaska Department of Revenue

Income and Excise Audit Division

Welfare To Work
March 4,1997
0-GH0082.A
Page 3 of 5

Operating Expenditures
The Department of Revenue is not requesting any additional funds for meeting its

obligations under this Act.

Revenue .Collected
The attached spreadsheet details revenue reductions from credits taken under this bill.



Alaska Pepartmont of Rovonuo
Income and Exclso Audit Division
Projected Rovonuo Docreasos from Implementation of Wollaro to Work Proposal

Wollaro To Work
March 4, 1997
0-GH0002.A
Pago 4 of 5

Assumptions: Employers will hiro 880 qualifying omployocs who all roceivo tho $1,000 maximum credit for hiring and tho $500 credit for
training (i.e. total crodit is $1,500). Congross oxtonds tho fodoral work opportunity credit in its curront form. Assumes porcentago
chango innumber of omployoos hired oil of wollaro is proportional to porcontago chango In incentive.

FY 98 FY. 99 ., | FY 00 . Fy o1 FY02....J 1 EYQ3*
Alaska Wollaro to Work Crodits ($1,320,000)  ($1,320,000)  ($1,320,000)  ($1,320,000)  ($1,320,000) $0
Savings from Fod. Work Opporl. Credits $262,533 $262,533 $262,533 $262,533 $262,533 $262,533
Total Alaska Welfare toWork Crodits ($1.057.467) ($1.057.467) ($1,057,467) ($1.057,467) ($1,057.467) $262,533

* Sunsols allot 3 yoars w.lh a 2 year carry forward

Ofi viM f IMNM. *MtWriMAU



DEPARTMENT OF REVENUE
Work Opportunity Credit Illustration
March 4,1997

Fiscal Note Analysis
Page 5 of 5.

The Federal Tax Code currently offersa “Work Opportunity Tax Credit.” which isa successor to the old
Targeted Jobs Tax Credit.

Alaska currently permits a corporate income taxpayer toclaim, as a credit cn ntsAlaska tax retum, a
portion (187) of the federal income tax credit.1l Multistate taxpayers must, of course, apportion their net

income amongst the states in which they do business.

The following table shows the Alaska tax effects to a multistate business with (for example) one quarter of
itsactivities in Alaska, and an all-Alaska business when that business hires one qualified person in Alaska.
tshould be noted that the credit taken by a multistate corporation is the same even ifthe qualified
employee is in Detroit or Texas instead of Alaska. Itthen shows the effect under the proposed legislation.

Multistatc Alaska
Corporations Corporations

Overview of Current Federal Credit
e Credit claimed on federal return for hinng one

worker (regardless of inor out of state hire) S2.100 $2.100
e Apportionment Factor  of business in Alaska) 25 1.0
e Portion of credit allowed under

Alaska Tax Statute IS .1S

Credit taken from Alaska Tax Liability S 95
Proposed Alaska W Ofk UpporlunitV-Credit
e Eligible credit from hinng one qualified

worker in Alaska (including training) S1JQQ S1.500

"Alaska is the only state that docs this. No other state incorporates federal credits as a
part of state taxes.

WOaKCT *TT>
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STATE OF ALASKA ) )
1997 LEGISLATIVE SESSION (H) Publish Date:  3/5/97

Reviiion Data: Oapl Affactad: Ufa |b and SodxJ Serrlira
Tide: wtifert to work BRU: Public Arkttm
Component: ATAP

sponaor  ttuici Cotnmlltft COMPONENT SERIAL NO. >20
Raquaatof: Tony Knowles, Governor See alio (SNS):

OPERATINQ FY98 FY99 FYOO FYOl FY02 FYO3

PERSONAL SERVICES

TRAVEL

CONTRACTUAL

SUPPLIES

EQUIPMENT

LANO h STRUCTURES

ORANTS. CLAIMS

MISCELLANEOUS

TOTAL OPEHATINO 0.0 0.0 0.0

ICAPITAL EXPENDITURES

ICHANOES IN REVENUES

0.0 0.0 0.0

FUNO SOURCE (Thouiendt of Pollan) 1

02 Fecierel Re:«ptt

03 OF Match

04 OF

05 GF/Progrem Rec*pt«
1037 GF/Merite! Heelth

Other tpleele (Decafyl

TOTAL plecte {Deay 0.0 0.0 0.0 0.0 0.0 001
POSFTIONS:
FULL-TIME

PART-TIME
TEMPORARY ) 1

Eftimete «l any current yaaf IFY97) eeet: >0.0

UN
10
10
10
10

ANALYSIS; (Attach a eeperate page itneceeearyl

This bill provides incentives for corporations to hire, to provide on-the-Lob training, and to retain eligible public
assistance recipients who may have limited work experience or face other challenges to finding an keeFing gainful
employment. This tax credit program is expected to help both employers and job seekers. For the employer, the tax
credit helps defray payroll expenses and helps qualified job seekers gain an advantage in the job market.

Itsugports welfare to work initiatives by providing additional employment opportunities for welfare recipients. It will
also help DPA meet federally mandated minimum work participation requirements, and reduce the likelihood of soff

fiscal penalties for failure to meet those requirements.

Agency; Department of Heeiih A Social Serrtm

PHLfUUUB TO PROVIDE ALL DISTRIBUTION COPIES TO GOVERNOR"'S LEGISLATIVE OFFiU.

COMMY/TTEE LU i 'Fw further dietnbution enfomnetion, cell the Governof'e legislative Office

ew,.wee*~«.*eAs.o-iiF |[SCal fJOTE — DH&SS --ATAP pi#«# 1 ol 2



Revision Oate: BILL NO.

ANALYSIS (oont.I:
Senate Bill 98, which established tha naw Alaaka Temporary Aaaiatanca Program IATAP), laouirea that all non-exempt
racipianla ba in a work activity within two yaara. Wa calculate thia to maan that approximataly 7,000 Alatkana presently on
public aaaiatanca will hava to ba engaged in work activitiaa bafora July 1, 1999. Tha incantiva provided to employers by th>a

bill will halp ua to maat thia tramandoua challenge.

Tha work requirement proviaiona of ATAP ara reinforcad by tha fedoral walfara roform law, Poraonal Reaporiaibility and Work
Opporlunitiaa Reconciliation Act of 1990 (P.L. 104-193), which requiree atataa to maat mandatory work raguiremonte.

Tha family aaaiatanca block grant for atataa that fail to meat tho work participation raquirementa will bo reduced by up to five
percent. Tho penalty incraaaoa two percent par yeor tor aubaaquont foiluraa in immediately auceoeding yaara, to a maximum of
21 percent. Failure to maat tha federally mandated work raquirementa could raault in an initial reduction in Alaaka'a family

aaaiatanca block grant of approximately $3 million. If impoaed, tha maximum ponalty could raault in a loaa of ovor <13 million

in block grant funda.

Tha Diviaion of Public Aaaiatanca cannot determine thia bill'a full impact on tha Alaaka Temporary Aaaiatanca Procam I|ATAP)
at thia time. Wo anticipate that DHSS will have no coato aaaociatod with a tax crsdit program. Wo praaumo that it will raault
in tha cloaura or reduction of bonefite of aoma public aaaiatanca casaa duo to incraaaad earned income and, tharafora, gonorato
soma program aavinge. To the extant thia bill accelerataa people leaving walfaro it can bo expected to reeult in an overage
annual savings of approximataly <9,000 for each family leaving welfare for employment with a qualifying corporation. Oate,
however, ia not available to estimate tha number of public aaaiatanca recipienlo who could be employed by qualifying

corporatione. Therefore, the Qiviaion has not astimatod tho fiscal impact of thia bill.

Page 2 of 2
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FUNDING:
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1005 GF Program Heceipt
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Other
TOTAL

POSITIONS:
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TEMPORARY

0.0

Estimate of current year (FY97) impact: «
ANALYSIS:

(See Attached)

“Rebecca Nance. Dire
Employment Security Oivision

Prepared by:
Division:
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FISCAL NOTE
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Department Affected: Labor
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Employment/Unemployment Services
COMPONENT SERIAL NO. 180 7

IThousands of Dollars

FY 00 FY 01 FY 03

FY 99 FY 0?.

0.0 0.0 0.0 0.0

(Thousands of Dollars)

0.0 0.0 0.0 0.0

None

(Attach a separate page if necessary)
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(14197

Phone
Date:

ToZ Z

Approved by Commissioner:
Agency. Department of Labor

Tom Cathen. Commissioner

Date: 2/14/197
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W ELFARE TO W ORK TAX CREDITS

This bill establishes an Alaska welfare to work corporate income tax credit of 15
percent of qualifying first year wages paid to targeted welfare recipients and other
social services recipients. The credit ceiling is S1000, with an additional $500
allowed if the employer provides on the job training. The standards for the Alaska
credit mirror those for the federal work opportunity tax credit, except for the
credit amount, the additional training credit provision, and the requirement that

the qualifying circumstances must occur in Alaska.

Certifications for the Alaska welfare to work credit can be processed in tandem
with the certifications for the federal work opportunity tax credit. Staff costs are
federally funded, so the Alaska certifications under this bill will have negligible
personal services impact. The federal procedures do not include a training
certification, but ESD ;ntends to make the additional Alaska training credit
automatic ifthe appropriate social service agency certifies that the employer has
provided training which meets the standards in the bill. The training certification
should therefore not add any significant work load.

NOTE: The federal work opportunity credit will expire on September 30, 1997. |If
the federal program is not re-authorized, there will be a personal services impact
from FY98 forward of approximately one full time equivalent position, to replace

lost federal funds.
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Alaska Department of Revenue

Income and Excise Audit Division

Welfare To Work-Tax Credits
February 20, 1998

HB 169

Page 2 of 5

DRAFT BILL ANALYSIS

Section 1directs the Department of Labor to prescribe standards for the director of the
Division of Employment Security to administer and implement certification« for the work
opportunity tax credit requirements under 43.20.044. These requirements are further
discussed in section 3.

Section 2 disallows taxpayers from applying the apportioned portion of their federal work
opportunity tax credit against their corporate tax ligvility. Currently, qualifying taxpayers
can apply a portion of the federal work opportunity credit against their Alaska corporation
tax liability, whether or not the activity giving rise to the federal credit occurred in Alaska

Sec p. 5.

Section 3 details the eligibility and allowable credit amounts A taxpayers may apply 15%
of the wages ofemployees who qualify (up to a maximum of SI000 per employee) as a
credit against their corporate tax lisility. An additional $500 isavailable ifthe employer
meets training requirements determined by the director of employment security. To
qualify for the Alaska work opportunity tax credit, the employee must meet the
requirements of the federal work opportunity credit (26 U S C. 51) and some or all of
these requirements must have been realized in Alaska or the employee or immediate family
must be receiving or eligible for benefits under AS 47 The taxpayer may not claima
credit on a particular employee more than once and must employ the employee for a total
of 180 days or 400 hours (these hours or days do not have to be taken consecutively) after
December 31,1996 but before January 1. 2000 An unused tax credit can be carried
forward to the following two tax years The Alaska work opportunity credit continues to
remain in effect even ifthe federal work opportunity credit isno longer in effect

Section 4 repeals AS 23 20 030 (section lof tishill) and AS 32 20 044 (section 3 of this
bill) at the future effective date in section 7

Section 5 makes section 1-3 of this Act retroactive to January 1, 1997 Wc assume that
thiswill be changed to January 1. 1998 inour revenue projections

Section 6 establishes an immediate effective date for sections 1*3 and 5 of »his Act



Alaska Department of Revenue

Income and Excise AuditDivision

Welfare To Work-Tax Credits
February 20, 1998

HB 169

Page 3 of 5

Section 7 establishes a sunset provision of December 1, 2002 for sections 1 and 3 of this
Act.

Operating Expenditures
The Department of Revenue isnot requesting any additional funds for meeting its

obligations under this Act.

Revenue Collected
The attached spreadsheet details revenue reductions from credits taken under this hill.



Alaska Department of Revenue
Income and Excise Audit Division
Projected Revenue Decreases from Implementation of Welfare to Work Pmposal

Welfare To Work Tax Credits
February 20, 1998

HB 169

Page 4 of 5

Assumptions: Employers will hire 837 qualifying employees who all receive the $1,000 maximum credit for hiring and
the $500 credit for training (ie. total credit is $1,500). Assumes percentage change innumber of employees hired off
of welfare is proportional to percentage change in incentive.

MfFflum = BSHHH H |
Alaska Welfare toWork Credits (%$1,255,500)  ($1,255,500) 30 30 $0 $0
Savings from Fed. Work Opport. Credits $262,533 $262,533 $262,533 $262,533 $262,533 $262,533
Total Alaska Welfare toWork Credits ($992,967) ($992,967) $262,533 $262,533 $262,533 $262,533

« SunMts aflar 3 yaan »twt>ngin FY 00 Bactuaa oftha aiaumptlon that amptoyar* uaalhatr wadit maximum. tharan no ravanuatoaa doatotha twoy*a/carry forward provitkm
Additionally. bacaua* of aMumpbon that mr» Act wtll ba ratroaetrva to January 1.1998, tha ravanua lo*» In FY 99 d 0« not ratlact ravanua toM dua to amandad 1997 ratums

[(bI£+» 2[TA9S 9 00 AM



DEPARTMENT OF REVENUE
Work Opportunity Credit Illustration
February 20, 1998

Fiscal Note Analysis
Page 5 of 5.

The Federal Tax Code currently olTcrs a *Work Opportunity lax Credit.” which isa successor to the old
Targeted Jobs Tax Credit

Alaska currently permits a corporate income taxpayer toclaim, as a crediton itsAlaska tax retum, a portion
(18%) of the federal income tax credit.1 Multistate taxpayers must, of course, apportion their net income

amongst the suites inwhich they do business.

The following table shows the Alaska *ax effects to a nultistatc business with (for example) one quarter of its
activities inAlaska, and an all-Alaska business when that business hires one qualified person inAlaska It
should be noted that the credit taken by a multistatc corporation is the same even ifthe qualified employee is
in Detroitor Texas instead of Alaska Itthen shows the effect under the proposed legislation.

Multistate Alaska
Corporations Corporations

Overview of Current Federal Credit

* Credit claimed on federal retum for hinng one
worker (regardless of inor out of state hire) $2,400 S2.400

e Apportionment Factor (% of business inAlaska) 25 10
e Portion of credit al lowed under

Alaska Tax Statute .18 .18

Credit taken from Alaska Tax Liability S 108 $432

PrgpoKti Alnki .Work Qppocmnitr-Crdit

« Eligible credit from hinng one qualified
worker inAlaska (including training) $1.500 S1JQQ

‘Alaska is the only state (hat docs this No other state incorporates federal credits as a
pan of state taxes

wocjuhwk)



STATE OF ALASKA
1997 LEGISLATIVE SESSION

Revision Date:

Title: Welfare to Work Tox Credit
Sponsor: House Rules
Roquestor: House HESS

EXPENDITURES/REVENUES:
OPERATING
PERSONAL SERVICES
TRAVEL
CONTRACTUAL
SUPPLIES
EQUIPMENT
LAND & STRUCTURES
GRANTS. CLAIMS
MISCELLANEOUS
TOTAL OPERATING

FY &>

0.0

CAPITAL

CHANGE IN REVENUE
FUND SOURCE f

FUNDING:
1002 Federal Receipts
1003 GF Match
1004 GF
1005 GF/Program Receipt
1006 GF/MHTIA
Other

TOTAL 0.0

POSITIONS:
FULL-TIME
PART-TIME
TEMPORARY

Estimato of current year (FY98) impact: |

ANALYSIS:

FISCAL NOTE

BILL NO. HB 169

Deportment Affected: Labor
BRU: Employment Security
Component:

COMPONENT SERIAL NO.

(Thousands of Dollars)

FY 00 FY 01 FY 02 FY 03
0.0 0.0 0.0 0.0
(Thausonds of Oollars)
0.0 0.0 0.0 0.0
CL.
I
, —
None

(Attach a separate pngo if necessary)

This bill provides a work opportunity tax credit undor the Alaska Net Income Tax Act. The Department of
Labor's certifications of the Alaska work opportunity tax credit can be processed in tandem with the certifications
for the federal work opportunity tax credit. Therefore, the cost of processing the certifications necessary under this

bill are anticipayed to be negligible.

by: /~Rebecca Gamer, Directed”

/' Employment Security Division

*
Approved by Commissioner: XrTCom Cashen. Commfssioner

Agency: Department of Labor

PREPARER TO PROVIDE AIL DISTRIBUTION COPIFS TO GOVERNOR S LEGISLATIVE OFFICE

Phone 465-2711
[ ~C / Date : 2120.98
Date: 2/20/98
For further distribution information call the Governor s Legislative Office
Page 1 of
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FY 04
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STATE OF ALASKA
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Revision Dale:
THle Welfare to Work

Sponsor.  Rules Committee
Roqueslor:  House QtES;

Expenditures/Revenues:
OPERATING
PERSONAL SERVICES
TRAVEL
CONTRACTUAL
SUPPLIES
EQUIPMENT
LAND 1 STRUCTURES
GRANTS. CLAIMS
MISCELLANEOUS

TOTAL OPCRATINQ

ICAPITAL EXPENDITURES i
ICMANOES IN REVENUES 1 »

FUND SOURCE
1002 Federal Receipts
1003 OF Malrdi
1004 OF
1005 OF/Program Roanpte
1037 OF/Mental Health
QOther (please soeofy)
TOTAL

POSITIONS:
FULL-TIME
PART-TIME
TEMPORARY

Estimeta of any currant year IFY90) coot:

ANALYSIS:

FY99

0.0

0.0

ISCAL NOTE

FYOO

0.0

0.0

<0.0

(Attach a soparato page if nKtm ry)
This bill provides incentive* for corporation* to hire, to provide on-the-job training, and to retain eligible public at*i«tence

BILL NO. [1B169

Dept. Affected: Health and Social Services
BRU: Public Assistance
Component: ATAP
COMPONENT SERIAL NO. 220
See also (NF):

(Thousands of Dollars)

FYO1 FY02 FYO03

(Thousands ol Dollars)

0.0 0.0

0.0

0.0

FYO04

0.0

0.0

recipients who mey have limited work experience or feco other challenges to finding and keepmc gainful employment. This tax

crodit program is expected to help both employers and job seekers. For the employer, the tax credit helps defray payroll

expenses end helps certain qualified job seekers gain an advantage in the job market.

It supports welfare to work initiatives by providing additional employment opportunities for welfare recipients. It Will elso help
OPA meet federally mandated minimum work participation requirements, and reduce the likelihood of stiff fiscal penalties for

failure to meat those requirements.

Prepared by:
Division:

Approved by Commissioner.
Agency:

Phone: A M tf0
Dete: 01/13r9<
Oate: //0"/rfr

PREPARER TO PROVIOE ALL DISTRIBUTION COPIES TO OOVERNOR S LEGISLATIVE OFFICE
For fudhsr distribution information, call the Governor's Legislative Office
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BILL NO. HB169

Revision Date:

ANALYSIS (oont.J:
State welfare reform law, roquiree thnt all non-oxompt recipiente be in a work activity within two yeore. We calculate thie to
moan that over 6,000 Alaskans presently on public aseietance will havo to bo engaged in work activities bofore July 1, 1999.
The incontive provided to omployore by this bill will help to moot this tremendous challenge.

Tha work requirement provisione of the otate’o Tomporory Assistance program are reinforcod by tho federal welfare reform
lew, Pereonal Responsibility end Work Opportunities Reconciliation Act of 1996 (P.L. 104-193), which requires states to meet

mandatory work requirements,

Tho fomily assistance block grant for states that fail to most tha work participation requirements will bo reduced by up to five
percont. The penolty increases two percent per year for subsequent failures in immediately euccooding years, to a maximum of
21 percont. Foiluro to moot the foderaily mandated work requirements could result in an initial reductio.i in Alaska's family

assistance block grant of approximately (3 million. If imposed, tha maximum penalty could rosult in a loss of over 413 million

in block grant funds.

The Division of Public Assistance cannot dotermino thie bill's full impact on the Alaska Temporary Assistance Program (ATAP)
at this time. We anticipate that DHSS will have no costs associstsd with a tax credit program. Wo presume that it will rosult
in tho closure or reduction of benefits of somo public assistance caooo due to increased earned "come and, therefore, genorate
some program savings. To the extent this bill accelerates people leaving welfeie it con bo expected to result in an average
onnuol savings of approximately 49,000 for each family leaving welfare for employment with a qualifying corporation. Data,
however, is not available to estimate the number of public assistance recipients who could be employed by qualifying
corporations. Therefore, the Division hoe not estimated tho fiscal impact of thie bill.
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