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Alaska Department of Revenue
I n c o m e  a n d  E x c i s e  A u d it  D i v i s i o n

DRAELBILL-ANALYSIS
Section 1 directs 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 tax 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 the 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 
1.5% of the wages of employees who qualify (up to a maximum of $1000 per employee) 
as a credit against their corporate tax liability. An additional $500 is available 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 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. 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to remain in effect even if the federal work opportunity credit is no longer in effect.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 1 of 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 1 and 3 of this 
Act.
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Operating Expenditures
The Departm ent o f  Revenue is not requesting any add itiona l funds fo r m eeting its 
ob liga tions  under th is A ct.Revenue Collected
The attached spreadsheet deta ils revenue reductions from  credits taken under th is  b ill.



A la s k a  D e p a r tm e n t o f  R e v e n u e  
Income and Excise Audit Division

Projected Revenue Decreases from Implementation o f Welfare to Work Proposal

Welfare To Work 
March 4.1997  
0-GH0082.A 
Page 4 of 5

A s s u m p tio n s :  Employers will hire 880 qualifying employees who all receive the $1,000 maximum credit for hiring and the $500 credit for 
training (i.e. total credit is $1,500). Congress extends the federal work opportunity credit in its current form. Assumes percentage 
change in number of employees hired off of welfare is proportional to percentage change in incentive.

M M —  _ E m ................... PYQ? FYQ3‘

Alaska Welfare to Work Credits ($1,320,000) ($1,320,000) ($1,320,000) ($1,320,000) ($1,320,000) $0
Savings from Fed. Work Opport. Credits $262,533 $262,533 $262,533 $262,533 $262,533 $262,533

T o ta l A la sk a  W elfa re  to  W ork  C re d its  ($1 ,057 ,467) ($ 1 ,0 5 7 ,4 6 7 ) ($1 ,057 ,467) ($ 1 ,0 5 7 ,4 6 7 ) ($ 1 ,057 ,467) $262 ,533

* S u n se ts  a fte r 3  y e a rs  with a  2  y e a r ca rry  forward .

Uiall piopuiod by Broil Fund i wulwoi2 xls J/4/U? b bb AM



DEPARTMENT OF REVENUE 
Work Opportunity Credit Illustration 

March 4,1997

Fiscal Note A nalysis
Page 5 o f 5.

The Federal T ax  C ode currently  offers a  "W ork O pportunity Tax C redit," which is a successor to the old 
Targeted Jobs Tax Credit.

A laska currently  perm its a corporate incom e taxpayer to claim , as a  cred it on its A laska tax return, a  
portion (18% ) o f  the federal incom e tax cred it.1 M ultistate taxpayers must, o f  course, apportion their net 
incom e am ongst the states in which they do business.

The follow ing table show s the A laska tax effects to a m ultistate business with (for exam ple) one quarter o f  
its activities in A laska, and an all-A laska business when that business hires one qualified person in Alaska. 
It should be noted that the credit taken by a m ultistate corporation is the sam e even if  the qualified 
em ployee is in D etroit o r Texas instead o f Alaska. It then show s the effect under the proposed legislation.

1 Alaska is the only state that does this. No other str.te incorporates federal credits as a 
part of state taxes.

WORKCR.WPD

M ultis ta te  A laska
C orporations Corporations

Overview of Current Federal Credit

• C red it claim ed on federal return for hiring one 
w orker (regardless o f  in o r out o f  state hire) $2,100 $2,100

• A pportionm ent Factor (% o f  business in A laska) .25 1.0

• Portion o f  credit allow ed under 
A laska Tax Statute .18 .18

C redit taken from  A laska T ax  Liability $378

Proposed Alaska Work Opportunity Credit

• E ligible cred it from  hiring one qualified 
w orker in A laska (including training) $1.500 SIJQQ
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WELFARE TO WORK TAX CREDITS

T h is  b i l l  e sta b lish e s an  A la sk a  w elfare  to w ork corporate incom e ta x  cred it of 15 

percent of q u a lify in g  f ir s t  y e a r w ages p a id  to targeted  w elfare  re c ip ie n ts and other 

so c ia l se rv ic e s  recip ien ts. T h e  cre d it ce ilin g  is  $1000, w ith  an  a d d itio n a l $500 

allow ed i f  the em ployer p rovid es on the job tra in in g . T h e  sta n d a rd s for the A la sk a  

cre d it m ir ro r  those for the fe d e ra l w ork o p p o rtu n ity  tax  cred it, except for the 

cred it am o u n t, the a d d itio n a l tra in in g  cre d it provision, and the re q u ire m e n t th a t 

the q u a lify in g  c ircu m sta n ce s m u st occur in  A la sk a .

C e rtif ic a t io n s  fo r the A la sk a  w elfare  to w ork cre d it can be processed in  tan dem  

w ith  th e c e rtifica tio n s for the fe d e ra l w ork op p o rtu n ity  ta x  cre d it. S t a f f  costs are  

fe d e ra lly  funded, so the A la sk a  c e rtifica tio n s u n d er th is  b il l  w ill h ave neglig ible 

p e rso n al se rv ice s im p a ct. Th e  fe d era l procedures do not in clu d e  a tra in in g  

ce rtifica tio n , bu t E S D  in ten d s to m ake  the a d d itio n a l A la s k a  tra in in g  cred it 

a u to m a tic  i f  the a p p ro p riate  so c ia l se rv ice  agency c e rtifie s  th a t the em ployer h a s 

provid ed  tra in in g  w hich m eets the sta n d a rd s in  the b ill. T h e  tra in in g  certifica tio n  

sh o u ld  th erefore not add a n y  s ig n ific a n t w ork load.

N O T E : T h e  fe d era l w ork o p p o rtu n ity  cre d it w ill expire  on Se p te m b e r 30, 1997. I f  

the fe d e ra l p rog ram  is  not re -a u th o rize d , there w ill be a  p e rso n al se rv ice s im p a ct 

from  F Y 9 8  forw ard  o f a p p ro x im a te ly  one f u ll  t im e  e q u iva le n t position , to replace 

lo st fe d e ra l fu n d s.



F IS C A L  N O T E
STATE O F ALASKA
1997 LEGISLATIVE SESSION

No. 3

Bill Version: 11 U

(S) Publish P a te : . 4 S - 9 J
Revision D a ta : _________________

Tide: Welfare to Work
Oept. A ff act ad: Health and Social Servlets 

BRU: Public Assistance
Componont: ATAP

Sponsor: Rules Committee
Rsquaator: Tony Knowles, Governor

COMPONENT SERIAL NO. 220 
See also (SN#):____

OPERATING FY98 FY98 FYOO FY01 FY02 FY03
PERSONAL SERVICES
TRAVEL
CONTRACTUAL
SUPPLIES
EQUIPMENT
UNO & STRUCTURES
GRANTS, CLAIMS
MISCaLANEOUS

•
•
•
•
•
•
•
•

TOTAL OPERATINQ 0.0 0.0 0.0 0.0 0.0 0.0

CAPITAL EXPENDITURES

ICHANQES IN REVENUES ( I* r I ■' I ..I " -  —

FUND SOURCE (Thousand# of Dollari)
1002 Fedeiii Receipts
1003 GF Match
1004 GF
1005 GF/Program Rocaipte 
1037 GF/Mantal Health 
Other (plaasa (pacify)

•
•
•
•
•
•

TOTAL 0.0 0.0 0.0 c.o 0.0 0.0

POSITIONS:
FULL-TIME •
PART-TIME •
TEMPORARY •

Estimate of any ounent year (FY87) coat: *0.0

ANALYSIS: (Attach a separata page if necessary)

This bill provides incentives for corporations to hire, to provide on-the-job training, and to retain eligible public 
assistance recipients who may have limited work experience or face other challenges to finding and keeping 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 end helps 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 
also help DPA meet federally mandated minimum work participation requirements, and reduce tha likelihood of stiff 
fiscal penalties for failure to meet those requirements.

y u -  —465-2680
Data: 01/10/97

Approved by Commissioner: 
Agency:

D a te : /  J r ' o / V  7

(R*v IO/8SinanoMJtWDA3.0HSS

PREPARER TO PROVIDE ALL DISTRIBUTION COPIES TO GOVERNOR'S LEGISLATIVE OFFICE
For further distribution information, call the Governor's Legislative Office
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Rev is ion  O a ts : ^  BILL NO-____

ANALYSI3 (oont.l:
S on a ta  B ill S 3 ,  w h ic h  aa tab liah ed  th a  n ow  A la sk a  T em p o ra ry  A s s i s t a n t  P ro g ram  (A T A P ), req u ire s  th a t a ll n on -a x om p t 
rec ip ien t*  b o  in a  w o rk  ac tiv ity  w ith in  tw o  y a a r* . W e  ca lc u la te  th ia to  m ean  th a t a p p ro x im a te ly  7 , 0 0 0  A laekane p reeen t ly  on  
pub lic  a8s ia tan co  w ill h a ve  to  be eng ag ed  in w o rk  activ itiea b e fo re  J u ly  1 , 1 9 9 9 .  The in cen tive  p ro v id ed  to  em p lo y e rs  b y  th is 
b ill w ill h e lp  u s  to  m ea t th is  t rem e n d o u s  c h a lle n g e .

The w o rk  req u irem en t p ro v is io n s  o f  A T A P  a re  re in fo rc ed  b y  th e  fe d e ra l w e lfa re  re fo rm  law , P e rs o n a l R e sp on s ib ility  and  W o rk  
O pp o rtu n it ie s  R econ c ilia tion  A c t o f  1 9 9 0  (P .L . 1 0 4 - 1 9 3 ) ,  w h ich  req u ire s  s to te s  to  m ee t m an d a to ry  w o rk  req u irem en ts .

T he fam ily  a s s is ta n c e  b lo c k  g ran t fo r  s ta te s  th a t fa il to  m ee t tha  w o rk  p a rtic ipa tion  req u iram sn ts  w il l bt, reduced  b y  up to  fiv s  
p e rcen t . T he  p en a lty  in c rea se s  tw o  p e rc en t p o r y e a r  fo r  su b seq u an t fa i lu re s  in im m ed ia te ly  su c ceed ing  y e a rs , to  a m ax im um  o f  
2 1  p e rc e n t . F a ilu re  to  m ee t th e  fe d e ra l ly  m an d a ted  w o rk  req u irem en ts  c ou ld  re su lt in an in itia l red u c tion  in A la sk a 's  fam ily  
a s s is ta n c e  b lo c k  g ran t o f  a p p ro x im a te ly  $ 3  m illio n . I f  im p o sed , th e  m ax im um  p en a lty  cou ld  re su lt  in a lo s s  o f  o v e r $ 1 3  m illion  
in b lo c k  g ran t fu n d s .

The D iv is ion  o f  P ub lic  A ss is ta n ce  c a n n o t d e te rm in e  th is b ill's  fu ll im p ac t o n  th e  A la sk a  T em p o ra ry  A ss is ta n c e  P rog ram  (ATAP) 
a t th is  tim e . W e  an tic ip a te  th a t D H S S  w ill h a ve  n o  c o s ts  a s s o c ia ted  w ith  e  t a x  c red it p ro g ram . W e  p re sum e  th a t it w ill resu lt 
in th e  c lo s u re  o r  red u c tion  o f  b en e fits  o f  s om e  pub lic  a ss is ta n ce  c a s e s  due  to  in c rea sed  ea rn ed  in c om e  and , th e re fo re , gene ra te 
som a  p ro g ram  sav in g s . T o  th e  e x te n t th ia  b ill a c c e le ra te s  p e op le  le a v in g  w e lfa re  it can  be e xp e c ted  to  re su lt  in en ave rag e  
annua l sav in g s  o f  a p p ro x im a te ly  $ 9 , 0 0 0  f o r  each  fam ily  leav ing  w e lfa re  fo r  em p lo ym en t w ith  a  qu a lify in g  c o rp o ra t io n . D ate , 
h ow e v e r , is n o t  ava ilab le  to  e s t im a te  th e  n um be r o f  pub lic  a s s is ta n c e  rec ip ien ts  w h o  cou ld  b e  em p lo y ed  by  qu a lify in g  
c o rp o ra t io n s . T h e re fo re , the  D iv is ion  h a s  n o t  ec tim a ted  th e  fisc a l im pac t o f  th is  b ill.



- SENATE COMMITTEE RI^ORT

DATE: 4/15/97 FURTHER: Finance

DATE TURNED ,/  /
IN TO OFFICE: 7 7 ^ 5 7 ?  / __________

Health, Education and Social Services Committee considered SENATE BILL NO. 116 

"An Act relating to welfare to work tax credits under the Alaska Net Income Tax Act; and providing 
for an effective date.”

and recommends:

[ ] be replaced w ith CS.

[ ] adopt p re v io u s  C S __

[ ] attached amendment(s)

[  ]  adopt Letter o f  Intent by _  

[ ]  fu rthe r referra l to th e ____

. Committee 

Committee

Senate Bill:
[ ] same title 
[ ] new title 

House Bill:
[ ] same title 
[ j technical change 
[ ] new: SCR#______

s ig n in Q d o  PASS f ) DP OTHER RECOMMENDATIONS NR A DNP AM

/ T H k ib )  A /Tbt A j j /
( J A  J f

- A  o

1/
/ /

✓

CHAIR: ( - K t f A  (U bSL O ------ - CHAIR:

NEW FISCAL NOTE(S): 
Department_____________ D ate Zero Fiscal

PREVIOUS FISCAL NOTE(S):*
Departm ent Date Zero Fiscal

f'viNjevn i p. 3/ A
L a b o r H 7

Hea (( K-+ io d ise

[ ] A P PR O PR IA T IO N  -  no fiscal note *includc fiscal notes accompanying Governor's bill
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T o n y  K n o w l e s
GOVERNOR

P.O Box H0001 
Juneau. Alaskt. 99811-0001 

(907) 465-3500 
Fax (907) 465-3532

S t a t e  o f  A l a s k a
OFFICE OF THE GOVERNOR

J u n e a u

M arch 4, 1997

Th e Honorable M ike  M ille r  

Senate President 

A laska State Legislature 

State Capitol

82

La st year I  signed into law a b ill com m only referred to as welfare reform, but I called it a 

b ill to put A laskans to work. Today I  am sending to the Legislature part two o f  that effort 

to take people o ff  the w elfare ro lls and put them on the payrolls. W ith this b ill I  am 

launching m y A laska Business Investment Incentive Plan which w ill include several 

measures to be presented over the next two weeks.

T h is  b ill establishes the A laska  welfare to w ork program which offers a tax credit to 

corporations that hire people who receive public assistance. The tax credit w ill provide 

an incentive to corporations to hire public aid recipients which w ill assist in  the state’ s 

effort to move people o f f  o f  welfare.

T h is  new program would offer an em ployer a tax credit o f  15 percent o f  an em ployee’s 

eligible wages, capped at $1,000 per employee. Additional credit o f  up to $500 m ay be 

earned i f  the em ployer provides training that qualifies as a “ w ork activity”  under last 

year’ s reform  b ill. T o  compare that with our current costs under welfare, the average 

public assistance payment is  $778 per month, or $4,668 over s ix  m onth s--far exceeding 

the $1,000 to $1,500 tax credit proposed in this legislation.

In order for an em ployer to earn the credit, the employee must remain in the jo b  fo r 180 

days or 400 hours. The employment does not, however, have to be uninterrupted or 

within a year o f  in itial hire. T h is  ensures that em ployers who experience a need for a 

temporary layoff, or w ork in seasonal industries, are eligible for the tax credit.



The Alaska Welfare to Work program mirrors the federal work opportunity tax credit 
program and should operate seamlessly with that national effort so the Department o f 
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 that’s the whole point o f this program -hiring A laskans-this bill also 
eliminates a current 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. 1 uat 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 thaL 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 this new program can 
encourage the private sector to help people work their way o ff public assistance, we are 
all better served. Let’s continue the work we began last year by passing this bill and 
getting Alaskans to work.

The Honorab le M ik e  M ille r
M arch 4, 1997
Page 2

Sincerely,

Tony JKrjowles 
Govi


