


FISCAL NOTE
?J@TEE%%%%% SESSION e cone s0aem)

(H) Publish Date: 3/26/02
Revision Date/Time (Note if correction): Dept. Affected: Revenue .
Title: Statewide Sales Tax 'BRU: Revenue Operations
Component; Tax Division

Sponsor: Representative Whitaker
Requester: House Finance Committee Component Number: 2476
Expenditures/Revenues (ThOUS&ﬂdS of D0||arS)
Note: Amounts do not include inflation unless otherwise noted below.
OPERATING EXPENDITURES FY 2003  FY2004 FY 2005 FY 2006 FY 2007  FY 200e
Personal Services 2,389.4 37745 37745 37745 37745 37745
Travel 80.0 700 70.0 70.0 70.0 70.0
Contractual 875.5 954.0 983.5 983.5 983.5 983.5
Supplies 75.3 91.0 91.0 91.0 91.0 91.0
Equipment 520.0 67.5 15.0 15.0 15.0 15.0
Land & Structures
Grants & Claims
Miscellaneous

TOTAL OPERATING 39402 49570 49340 49340 49340 49340
CAPITAL EXPENDITURES 1,904.0 4215 0.0 0.0 0.0 0.0
CHANGE IN REVENUES (increase) 100,000.0  240,000.0 240,000.0 240,000.0 240,000.0 240,000.0
FUND SOURCE (i "usands of Dollars)

1002 Federal Receipts

1003 GF Match

1004 GF 58442 53845 49340 49340 49340 49340
1005 GF/Program Receipts

1037 GF/Mental Health

Other (Specify Type)
TOTAL 58442 53845 49340 49340 49340 49340
Estimate of any current year (FY2002) cost: 0.0
Check this box (X) if funding for this bill is Includod in the Governor's FY 2002 budget proposal:
POSITIONS
Full-time 65 72 72 72 72 72
Part-time
Temporary

ANALYSIS:  (Attach @ separate Nape if pecessary! . e ,

A+he !5epartm(ent ot Revehue est?m tes tﬂe 3% ye%FroumrstateW[de sales tax in this legislation would 8enerate approximately
C240 million a year in state revenues. Uncertainties over the effect of limiting the sales tax to the first S2.000 of a sales or service.
invoice, and the lack of detailed statistics on the sales of goods and services in Alaska corresponding to the exemptions granted in
this legislation make it difficult to provide a better estimate of revenues -- the actual revenues could be higher. The revenue estimate
for FY2003 assumes five months of collections in the first fiscal year, starting with February recelgts, from January's collections.

The cost projections assume the new Sales Tax Section would take over space in the"State Office Building in Juneau currently
occupied by the Permanent Fund Dividend Division and would take over space in the Atwood Building in Anchorage currentl
occuped by the Alcoholic Beverage Control Board. These moves would allow the Sales Tax Section to share premises (and staff)
with the department's Tax Division. The estimated cost of relocating, the Dividend Division and ABC Board are a combined one-time
relocation expense of approximately S325.000 and an annual Qf)eratmg budget increase of perhaps $150,000a year Sdue to the
higher rents for private property as opposed to state-owned buildings).” The capital costs are reflected in this fiscal note; the ABC
and Dividend Division operating budget increments are not reflected in this fiscal note and would be requested in a supplemental

Fgrnenﬁ?inréi?iﬁtn))n/:nml_é?ﬁ; Persily. Deputy Commissioner Phone 465-5469

Division Department of Revenue Date/Time 3/25/2002 6:30 p.m.
Approved by:  Larry Persily. Deputy Commissioner Date 3/25/2002

Agency Department of Revenue

For distribution information, call the Governor's Legislative Office
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CS FOR HOUSE BILL NO. 303(RLS)
N THE LEGISLATURE OF THE STATE OF ALASKA
TWENTY-SECOND LEGISLATURE - SECOND SESSION

BY TIIE HOUSE RULES COMMITTEE

Offered:
Referred:

Sponsor(s): REPRESENTATIVES WHITAKER, Fate, Lancaster

ABILL
FOR AN ACT ENTITLED

"An Act relating to taxation of income; and providing for an effective date."
| BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA:

* Section 1. AS 43.05 is amended by adding a new section to article 3 to read:
[ Sec. 43.05.300. Definition. In AS 43.05.220 - 43.05.300, unless the context
H otherwise requires, “taxpayer"
|| (1) means aperson required to pay a tax under this title; and
I (2)includes an employer that is required to withhold taxes  under

| AS 43.20.041,
| *Sec. 2. AS 43.20 is amended by adding a new section to read:
ISec. 43.20.009. Tax on individuals, (a) For each year after December 31,
I 2002, there is imposed an income tax on the adjusted gross income of every
I (1) resident individual; and
I (2)  nonresident and part-year resident individual with income from

[ sources in the state.
H (b) The applicable tax ratesfor a calendar year are as follows:

CSHB 303(RLS)
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(1) if, on September 30 of the previous year, the unaudited balance in
the budget reserve fund created by art. IX, sec. 17, Constitution of the State of Alaska,
was equal to or less than $2,000,000,000,

(A) for an individual whose federal filing status for the year is
single, married filing separately, or head of household,
i the adjusted gross income is; then the tax is:
not over $10,000 1.35 percent
over $10,000 but not over $20,000 $135 plus 2.03 percent of the
amount over $10,000
over $20,000 but not over $30,000 $338 plus 2.70 percent of the
amount over $20,000
over $30,000 but not over $50,000 $608 plus 2.70 percent of the
amount over $30,000
over $50,000 but not over $75,000 $1,148 plus 1.76 percent of
the amount over $50,000
over §75,000 but not over $100,000 $1,588 plus 1.76 percent of
the amount over $75,000
over $100,000 but not over $150,000 $2,028 plus 1.69 percent of
the amount over $100,000
over $150,000 but not over $200,000 $2,873 plus 1.49 percent of
the amount over $150,000
over $200,000 but not over $500,000 $3,618 plus 41 percent of the
amount over $200,000
over $500,000 but not over $1,000,000 $4,848 plus .07 percent of the
amount over $500,000
over $1,000,000 $5,198 plus .05 percent of the
amount over $1,000,000

(B) for two individuals whose federal filing status is married
filing jointly or an individual whose federal filing status is as a qualifying
widow or widower with dependent child,
if adjusted gross income is: then the tax is:

| CSHB 303RLS) 2
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not over $20,000
over $20,000 but not over $40,000

over $40,000 but not over $60,000

over $60,000 but not over $100,000
over $100,000 but not over $150,000
over $150,000 but not over $200,000
over $200,000 but not over $300,000
over $300,000 but not over $400,000
over $400,000 but not over $ 1,000,000
over $1,000,000 hut not over $2,000,000

over $2,000,000

22-LS1206\!

1.35 percent
$210 plus 2.03 percent of the
amount over $20,000
$676 plus 2.70 percent of the
amount over $40,000
$1,216 plus 2.70 percent of
the amount over $60,000
$2,296 plus 1.76 percent of
the amount over $100,000
$3,176 plus 1.76 percent of
the amount over $150,000
$4,056 plus 1.69 percent of
the amount over $200,000
$5,746 plus 1.49 percent of
the amount over $300,000
$7,236 plus 41 percent of
the amount over $400,000
$9,696 plus .07 percent of
the amount over $1,000,000
$10,396 plus .05 percent of
the amount over $2,000,000

(2) If, on September 30 of the previous year, the unaudited balance in
the budgetreserve fund created by art. 1X, sec. 17, Constitution of the State of Alaska,

was more than$2,000,000,000 but not more than $3,000,000,000,
(A) for an individual whose federal filing status for the year is

single, married filing separately, or head of household,

i the adjusted gross income is;
not over $10,000
over $10,000 but not over $20,000

over $20,000 but not over $30,000

3-

then the tax is;
95 percent
$95 plus 1.42 percent of the

amount over $10,000

$237 plus 1.89 percent of the

CS11B 303(RLS)
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over $30,000 hut not over $50,000
over $50,000 but not over $75,000
over $75,000 but not over $100,000
over $100,000 but not over $150,000
over $150,000 but not over $200,000
over $200,000 but not over $500,000
over $500,000 but not over $1,000,000

over $1,000,000

(B) for two individuals whose federal filing status is marrie

22-L.51206\

amount over $20,000
$426 plus 1.89 percent of the
amount over $30,000
$804 plus 1.23 percent of
the amount over $50,000
$1,112 plus 1.23 percent of
the amount over $75,000
$1,419 plus 1.18 percent of
the amount over $100,000
$2,009 plus 1.04 percent of
the amount over $150,000
$2,529 plus .28 percent of
the amount over $200,000
$3,369 plus .05 percent of
the amount over $500,000
$3,619 plus .04 percent of
the amount over $1,000,000

filing jointly or an individual whose federal filing status is as a qualifying

widow or widower with dependent child,
if adjusted gross income is:

not over $20,000

over $20,000 but not over $40,000

over $40,000 but not over $60,000

over $60,000 but not over $100,000

over $100,000 hut not over $150,000

over $150,000 but not over $200,000

CSLIB 303(RLY) 4

then the tax is.

95 percent

$190 plus 142 percent of the
amount over $20,000

$474 plus 1.89 percent of the
amount over $40,000

$852 plus 1.89 percent of
the amount over $60,000

$1,608 plus 1.23 percent of
the amount over $100,000

$2,223 plus 1.23 percent of

Aew Tex$ Underlined [DELETED TEXT BRACKETED]
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the amount over $150,000
over $200,000 but not over $300,000 $2,838 plus 1.18 percent of

the amount over $200,000
over $300,000 but not over $400,000 $4,018 plus 1.04 percent of

the amount over $300,000
over $400,000 but not over $1,000,000 $5,058 plus .28 percent of

the amount over $400,000
over $1,000,000 but not over $2,000,000 $6,738 plus .05 percent of

the amount over $1,000,000
over $2,000,000 $7,238 plus .04 percent of

the amount over $2,000,000

(3) if, on September 30 of the previous year, the unaudited balance

the budget reserve fund created by art. 1X, sec. 17, Constitution of the State of Alaska,
was more than $3,000,000,000,

(A) for an individual whose federal filing status for the year
single, married filing separately, or head of household,
i the adjusted gross income is: then the tax is:
not over $10,000 54 percent
over $10,000 hut not over $20,000 $54 plus 81 percent of the
amount over $10,000
over $20,000 but not over $30,000 $135 plus 1.08 percent of the
amount over $20,000
over $30,000 but not over $50,000 $243 plus 1.08 percent of the
amount over $30,000
over $50,000 but rot over $75,000 $459 plus .70 percent of
the amount over $50,000
over $75,000 but not over $100,000 $634 plus .70 percent of
the amount over $75,000
over $100,000 but not over $150,000 $809 plus .68 percent of
the amount over $100,000
over $150,000 but not over $200,000 $1,149 plus 59 percent of

CSHB 303(RLS)
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the amount over $150,000
over $200,000 but not over $500,000 $1,444 plus .16 percent of

the amount over $200,000
over $500,000 but not over $1,000,000 $1,924 plus .03 percent of

the amount over $500,000
over $1,000,000 $2,074 plus .02 percent of

the amount over $1,000,000

(B) for two individuals whose federal filing status is married

filing jointly or an individual whose federal filing status is as a qualifying
widow or widower with dependent child,

if adjusted gross income is: then the tax is:

not over $20,000 54 percent

over $20,000 but not over $40,000 $108 plus .81 percent of the
amount over $20,000

over $40,000 but not over $60,000 $270 plus 1.08 percent of the
amount over $40,000

over $60,000 but not over $100,000 $486 plus 1.08 percent of
the amount over $60,000

over $100,000 but not over $150,000 $918 plus .70 percent of
the amount over $100,000

over $150,000 but not over $200,000 $1,268 plus .70 percent of
the amount over $ 150,000

over $200,000 but not over $300,000 $1,618 plus .68 percent of
the amount over $200,000

over $300,000 but not over $400,000 $2,298 plus .59 percent of
the amount over $300,000

over $400,000 but not over $1,000,000 $2,888 plus .16 percent of
the amount over $400,000

over $1,000,000 but not over $2,000,000 $3,848 plus .03 percent of
the amount over $1,000,000

over $2,000,000 $4,148 plus .02 percent of

CSHB 303(RLS)
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the amount over $2,000,000

(c) For a part-year resident individual or a nonresident individual, the tax

under this section shall be computed by multiplying the tax described in (b) of this
section, depending on the taxpayer's federal filing status, by a fraction, the numerator
of which is income from all sources in the state and the denominator of which is

income from all sources.
(d) Inthis section,
(1) "adjusted gross income" has the meaning given in 26 U.S.C. 62

(Internal Revenue Code), except that it
(A) includes a cost-of-living allowance that is exempt from the

federal income tax;

(B) does not include income exempted from state income
taxation under another provision of state or federal law, such as, by way of
example, interest on United States government securities and longevity bonus
payments;

(2) "unaudited balance in the budget reserve fund created by art. IX,
sec. 17, Constitution of the State of Alaska" means the oalance in the fund on deposit
with the state's custodian bank as certified by the commissioner, without regard to
liabilities to the general fund under art. IX, sec. 17(d), Constitution of the State of
Alaska.

*Sec. 3. AS 43.20 is amended by adding a new section to read:

Sec. 43.20.029. Electronic filing incentive. The commissioner may by
requlation provide for an incentive to taxpayers for electronically filing tax returns and
making tax payments. An incentive under this section may not exceed $25 for each
taxpayer a year and is contingent on the accurate and timely filing of the tax return and
timely payment of the tax due.

*Sec. 4. AS 43.20.030(a) is amended to read:
() Every individual, partnership, and [IF A] corporation [ OR A

PARTNERSHIP THAT HAS A CORPORATION AS A PARTNER, 1S] required to
make a return under the provisions of the Internal Revenue Code [, IT] shall file with
the department [ WITHIN 30 DAYS AFTER THE FEDERAL RETURN IS

7 CSHB 303(RLS)
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REQUIRED TO BE FILED,] a return setting out
(1) the amount of tax due uider this chapter, less allowable credits

and payments claimed against the tax; and
(2) other information that the department requires for the purpose of
carrying out the provisions of this chapter [THAT THE DEPARTMENT

REQUIRES]

*Sec. 5. AS 43.20.030(d) is amended to read:
(d) A taxpayer, upon request by the department, shall file with the taxpayer's

state return [FURNISH TO THE DEPARTMENT] atrue [AND CORRECT] copy of
the tax return [WHICH THE TAXPAYER HAS] filed with the United States Internal
Revenue Service. Every taxpayer shall file an amended return with [NOTIFY] the
department, and remit anv additional tax and interest due, within [IN WRITING
OF ANY ALTERATION IN, OR MODIFICATION OF, THE TAXPAYER'S
FEDERAL INCOME TAX RETURN AND OF A RECOMPUTATION OF TAX OR
DETERMINATION OF DEFICIENCY, WHETHER WITH OR WITHOUT
ASSESSMENT. A FULL STATEMENT OF THE FACTS MUST ACCOMPANY
THIS NOTICE. THE NOTICE SHALL BE FILED WITHIN] 60 days after a [THE]
final determination of the taxpayer's federal tax liability' [MODIFICATION,
RECOMPUTATION OR DEFICIENCY, AND THE TAXPAYER SHALL PAY THE
ADDITIONAL TAX OR PENALTY UNDER THIS CHAPTER]. For purposes of
this subsection [SECTION], a final determination means [SHALL MEAN] the date
[TIME] that an amended federal return is filed, the date a federal [OR A NOTICE
OF DEFICIENCY OR AN] assessment is made, or the date the restrictions on
assessment are waived hv [MAILED TO] the taxpayer [BY THE INTERNAL
REVENUE SERVICE, EXCEPT THAT INNO EVENT WILL THERE BE A FINAL
DETERMINATION FOR PURPOSES OF THIS SECTION UNTIL THE
TAXPAYER HAS EXHAUSTED RIGHTS OF APPEAL UNDER FEDERAL

LAW].

*Sec. 6. AS 43.20.030 is amended by adding a new subsection to read:

(h) The return for a corporation is due within 30 days after the federal return is
required to be filed. The return for other taxpayers is due on the dale the federal return

CSHB 303(RLS)

New Text Underlined [DELETED TEXT BRACKETED]



©O© © —n o Ol &~ W N s

10
1
12
13
14
15
16
17
18
19
20
21
22
23
24
25
26
21
25
29
30
3l

WORK DRAFT WORK DRAFT 22-LS1206\!

IS required to be filed.

*sec. 7. AS 43.20.031(c) is amended to read:

(C) |n Computmg the taX Under thIS Chapter, a corporation [THE
TAXPAYER] is not entitled to deduct any taxes based on or measured by net income.

*Sec. 8. AS 43.20.040 is repealed and reenacted to read:

sec. 43.20.040. income from sources in the state, () In this chapter,
income from sources in the state includes

(1) compensation for personal services rendered in the state;

(2) working in the state for salary or wages;

(3) income from real or tangible personal property located inthe state;

(4) income from stocks, bonds, notes, bank deposits, and other

intangible personal property having a taxable or business situs in the state; however,
the receipt of interest income from intangible property in the state does not alone
establish a taxable or business situs in the state;

(5) rentals and royalties for the use of or for the privilege of using, in
the state, patents, copyrights, secret processes and formulas, good will, marks, trade
brands, franchises, and other property having a taxable or business situs in the state;

(6) income distributed from a trust established under or governed by

the laws of the state;
(7) income of whatever nature from a source with a taxable or business

situs in the state.
(b) Except as provided in (a)(4) of this section, in this section, income is from

a source with a taxable or business situs in the state if it is attributed to or derived from

(1) business facilities or property in the state;

(2) business, farming, or fishing activities in the state;

(3) conducting in the state the management or investment function for
intangible property;

(4) a partnership or limited liability company conducting business
activities in the state;

(5) a corporation transacting business activities in the state that has
elected to file federal returns under subchapter S of the Internal Revenue Code;

9 CSI1B 303(RLS)
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(6) any other activity from which income is received, realized

derived in the state.

(c) If a business, trade, or profession is carried on partly inside and partly

outside the state, other than the rendering of purely personal services by an individual,
the income from sources in the state shall be determined as provided in AS 43.19.

*Sec. 9. AS 43.20 is amended by adding a new section to article 1to read:

Sec. 43.20.046. Individual income tax credit, (a) For a resident, the income
tax imposed on that resident by another state or territory of the United States for the
taxable year, on income derived from sources in that state or territory, is allowed as a
credit against the tax under this chapter.

(b) The credit under (a) of this section is detennined by multiplying the tax
computed under this chapter by a fraction, the numerator of which is the income
derived from sources in the other state or territory and the denominator of which is
income derived from all sources. The credit under (a) of this section may not exceed
the actual tax paid to the other state or territory.

(c) An individual is allowed only the state credit provided in this section. The
total state credit allowed under this section may not exceed the tax liability for the
taxable year for the individual. A credit may not be carried, in whole or in pen, to a

different taxable year.

*Sec. 10. AS 43.20 is amended by adding a new section to read.

Sec. 43.20.171. Tax withholding on wages of individuals, (a) Every

employer making payment of wages or salaries
(1) shall deduct and withhold an amount of tax computed in a manner

to approximate the amount of tax due on those wages or salaries under this chapter for

that taxable year,
(2) shall remit the tax withheld to the department accompanied by a

return on a form prescribed by the department at the times required by the department

by regulation;
(3) s liable for the payment of the tax required to be deducted and
withheld under this section but is not liable to any individual for the amount of the

payment; and

CSHB 303(RLS)
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(4) shall furnish to the employee on or before January 31 of the
succeeding year, or within 30 days after a request by the employee after the
employee's termination if the 30-day period ends before January 31, a written

statement on a fomi prescribed by the department showing
(A) the name and taxpayer identification number of the

employer;

(B) the name and social security number of the employee;

(C) the total amount of wages or salary for the taxable year,
and

(D) the total amount deducted and withheld as tax for the
taxable year.
(b) The departmentshallpublish  the rate ofwithholding required bythis

section.
(c) When anemployer hasdeducted the taxfrom anemployee'swages  or

salary, the employee is no longer liable to the state for the amount deducted,
regardless of whether the employer actually remits the tax to the state.
*Sec. 11. AS 43.20 is amended by adding a new section to read:

Sec. 43.20.174.  Tax withholding from pass-through entities.  Every
partnership, limited liability company, or corporation for which an election under 26
U.S.C. 1362(a) (Internal Revenue Code) is in effect, and any other entity taxed as a
partnership, shall withhold an amount of tax computed in @ manner to approximate the
amount of tax due on dividends paid to a nonresident individual, undistributed taxable
income credited to a nonresident individual, or the distributive share credited to a
nonresident individual and remit the tax withheld to the department at the times
required by the department by regulation.

*Sec. 12. AS 43.20.200(b) is amended to read:

(b) The same period of limitation upon the assessment and collection of taxes
imposed under this chapter and the same exceptions to it shall apply as provided in 26
U.S.C. 6501 - 6503 (Internal Revenue Code). In the case of additional tax due by
reason of a modification, recomputation, or determination of deficiency in a taxpayer's
federal income tax return, the period of limitation on assessment commences from the

AL CSIIB 303(RLS)
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date that the amended return [NOTICE] required in AS 43.20.030(d) is filed, and if
no amended return [NOTICE] is filed the tax may be assessed at any time.
*Sec. 13. AS 43.20.340 is amended by adding new paragraphs to read:
(12) "individual" means a natural person, married or unmarried, adult
or minor, subject to payment of income tax under 26 U.S.C. (Internal Revenue Code);
(13) "nonresident" means an individual who is not a resident or part-
year resident;
(14) "resident”" means an individual who, for the entire taxable year,
was domiciled in the state or resided in the state,
*Sec. 14. AS 43.05.085; AS 43.20.012, and 43.20.013 are repealed.
* Sec. 15. The uncodified law of the State of Alaska is amended by adding a new section to
read:
INDIVIDUAL INCOME TAX RATE FOR 2003. The applicable tax rates for 2003
are the rates in AS 43.20.009(b)(L)(A) and (B), added by sec. 2 of this Act, regardless of the
balance in the budget reserve fund created by art. IX, sec. 17, Constitution of the State of

Alaska.
* Sec. 16. The uncodified law of the State of Alaska is amended by adding a new section to

read.

TRANSITION: REGULATIONS. The Department of Revenue may proceed to adopt
regulations necessary to implement the provisions of this Act. The regulations take effect
under AS 44.62 (Administrative Procedure Act), but not before the effective date of the
provision being implemented.

*Sec. 17. Section 16 of this Act takes effect immediately under AS 01.10.070(c).
* Sec. 18. Except as provided insec. 17 of this Act, this Act takes effect January 1, 2003.

CSIIB 303(RLY)
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