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THE LEGISLATURE OF THE STATE OF ALASKA
TENTH LEGISLATURE

FISCAL NOTE

REQUEST
Bill/Resolution No. SENATE BILL NO. 136
Title Compensation of members of the Code Revision Commission

Requested bv Senate Finance Date 2/10/7 7

FISCAL DETAIL . . _
Agency Affected Legislative Affairs Agency
Program Category Affected General Government

Budget Request Unit(s) Affected Legislative Council

EXPENDITURES (Thousands of Dollars)

FY 77 FY 78 FY 79 FY 80 FYy 81 FY 82

PERSONAL SERVICES 19 .6 19.6 19.6 19.6 19.6

TRAVEL
CONTRACTUAL
COMMODITIES

IOUIPM TNT
LAND & STRUCTURES

ORANTS, CLAIMS, ETC _

TOTAL 19.6 19.6 19.6 19 .6 19 .6

FUNDING (Thousands of Dollars)
6 19. 6 19 .6 19 .6 19.6

FEDERAL FUNDS
OTHER (Specify)

POSITIONS

FULL TIME
PART TIME

TEMPORARY

ANALYSIS (See Fiscal Note Preparation Instructions, Section IIl)
compensation

Legislation authorizes/of $150 per day for members who are not legislators
or State employees. At present time, two of five members would be eligi-
ble, however it is possible that three members could qualify at any one
time and fiscal note has been prepared accordingly. Regular F.Y. 1978
Budget estimates 40 days of business for each member during the year.
FICA and Workmen's Compensation Benefits would also be an expense. No
salary increase has been projected for future years.

Calculation: 3 Members (potential) $18,000
x 40 days business + 1,620 Benefits @
120 total days $19,620 Total
x $ 150 daily rate
$18,000
IV. DATE 2/10/77 u A\_s a i—
AGENCY LegislatTv-&""Af fairs /
Original: Legislative Finance PHONE _  465-3850
cc: Budget and Management

Prime Sponsor (First Legislator Named)

33-001 (Rev. 10/76)



Introduced: 2/9/77
Referred: Finance

THE SENATE BY THE JUDICIARY COMMITTEE

SENATE BILL NO. 136
IN THE LEGISLATURE OF THE STATE OF ALASKA
TENTH LEGISLATURE - FIRST SESSION
A BILL
man Act entitled: "An Act relating to the compensation of members of the
Code Revision Commisjion."

IT ENACTED BY THE LEGISLATURE OFTHE STATE OF ALASKA:

16

18

8 B

R

23
24

25

27
28

23,

* Section 1. AS 24.20.075(b) is amended to read:

(b) The commission consists of two legislators, one from each
house, appointed by the presiding officer; one public member appointed
by the governor; a designee of the chief justice of the supreme court;
and a designee of the Alaska Bar Association appointed by the board of
governors of the association. Legislative members serve at the pleasure
of the presiding officer, and appointed members serve at the pleasure of
the appointing authority. Members receive the standard per diem for
board members, or the regular legislative per diem if they are legis-
lators, for days spent on commission business. Members who are not
legislators or employees of the state areentitled tocompensation of
$150 per day for days spent on commission businiO0. The commission
selects its chairman and vice-chairman. The director of legal services
for the Legislative Affairs Agency, or his designee, serves as executive

secretary for the commission.

-1 SB 136



COMMITTEE REPORT

2/9/77 SENATE

Date

Mr. President:

The Committee on FINANCE has had

/ recommends it do pass
/~7 recommends it do not pass
/~7 recommends it do pass withattached amendment(s)

/~~7 recommends it be replacedwitn CSfor

SB

136

CS for cio pass

/ / (and) recommends it be referred to the

and that

committee
f~7 reports it back without recommendation

/—Z AND attaches a report of its intent

I I (other)

MEMBERS SIGNING THE MAJORITY REPORT:

MEMBERS NOT CONCURRING IN THE MAJORITY REPORT:

recommends:

recommends:

recommends:

Chairman
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. u Introduced: 2/9/77
Referred: Finance

SENATE BY THE JUDICIARY COMMITTEE
SENATE BILL NO. 136
IN THE LEGISLATURE OF THE STATE OF ALASKA
TENTH LEGISLATURE - FIRST SESSION

A BILL

an Act entitled: "An Act relating to the compensation of members of the

T

*

Code Revision Commission.

ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA:
Section 1. AS 24.20.075(h) is amended to read:
(b) The commission consists of two legislators, one from each

house, appointed by the presiding officer; one public member appointed
by the governor; a designee of the chief justice of the supreme court;
and a designee of the A laska Bar A ssociation appointed by the board of
governors of the association. Legislative members serve at the pleasure
of the presiding officer, and appointed members serve at the pleasure of
the appointing authority. M embers receive the standard per diem for

board members, or the regular legislative per diem if they are legis-

lators, for days spent on commission business. Members who are not
legislators or employees of the state are entitled tocompensationof
$150 per day for days spent on commission business.Thecommission
selects its chairman and vice-chairm an. The director of legal services

for the Legislative A ffairs Agency, or his designee, serves as executive

secretary for the commission.



ALASKA STATE LEGISLATURE

TENXH.. Legislature FIRST.. session

SENATE "3 1JA . NO. .136

By THE .JUDICIARY COMMITTEE

"An Act relating to the compen—
sation of members of the Cocle
Revision Commission."

Code Revision Commission

Introduced in the Senate........ , 19,

J3 I;)R(I l*.(D

HISTORY IN THE SENATE

Read first time and referred
to Committee on

Finance

Reported back with
recommendation that

Read second time and

Read third time and

PASS Effective Date
Yeas Yeas
Nays Nays
Absent Absent
Excused Excused

Reconsideration

PASS Effective Date
Yeas Yeas
Nays Nays
Absent Absent
Excused Excused

Reported correctly engrossed
Signed by President
Sent to House

SECRETARY OT THE SENATE

w\-

19

HISTORY IN THE HOUSE

Read first time and referred
to Committee on

Reported back with

recommendation that

Read second time and

Read third time and

PASS Effective Date
Yeas Yeas
Nays Nays
Absent Absent
Excused Excused

Reconsideration

PASS Effective Date
Yeas Yeas
Nays Nays
Absent Absent
Excused Excused

Reported correctly engrossed
Signed by Speaker
Returned to Senate

CHIEF CLERK OF THE HOUSE

19

HISTORY IN THE SENATE

Received from House

Reported correctly enrolled

Sent to Governor

By Governor

Filed with Lt. Governor

Chapter No-
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Introduced: 2/9/717
Referred: Finance

BY THE RULES COMMITTEE BY
IN THE SENATE REQUEST OF THE GOVERNOR

SENATE BILL NO. 138
IN THE LEGISLATURE OF THE STATE OF ALASKA
TENTH LEGISLATURE - FIRST SESSION
A BILL

For an Act entitled: "An Act relating to tobacco taxation; and providing

for an effective date."
BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA:

* Section 1. AS 43.50.090(a) is amended to read:

(a) There is levied an excise tax of two and one-half mills on
each cigarette imported or acquired in the state. Each licensee
shall, at the time of filing the return required by sec. 80 of this
chapter, pay to the department the excise for the calendar month
covered by the return, deducting three [ONE] per cent of the total tax
due, which he shall retain to cover his expense of accounting and
filing returns. Cigarettes upon which the excisq is imposed are not
again subject to the excise when acquired by another person.

* Sec. 2. AS 43.50.190(a) is amended to read:

(a) There is levied an excise tax ofthree and three-quarters
[ONE AND ONE-HALFIm ills on each cigarette imported or acquired in
this state.

* Sec. 3. This Act takes effect July 1, 1977.

-1- SB 138
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February 18, 1977

The Honorable John Butrovich
Alaska State Senate

State Capital

Room 525

Juneau, AK 99801

Dear Senator Butrovich:

I received a request from your staff member, Margaret Polly, to evaluate
Senate Bill No. 138 in terms of its potential revenue effects. I have
done this on the basis of a historical comparison of actual revenues to

what would have been collected had SB 138 been enacted. The information,
is enclosed for your review.

If you have any questions, please don't hesitate to call.

Sincerely,

Vincent Wright
Chief of Research
VW:js

Enclosure



Analysis of SB 138 as Proposed

The bill proposes to make two changes in the present Tobacco Tax Law:

1.

An increase in the deduction allowed the licensed dealer
to cover his cost of imposing and transmitting the tax
due. This would result in a reduction of the school fund

revenues.

An increase in the rate imposed for general fund purposes
from one and one-half mills to three and three-quarters mills.
This would increase the rate from the present 3 cents per
package of 20 cigarettes to 7.5 cents per package (compared
with the 5 cents per package levied for the school fund).

The potential revenue impact of the proposed changes was determined by
indicating the change in revenue collections which would have been
experienced had the changes been in effect during the fiscal years 1970

through 1976.



ACTUAL REDUCTION IN total actual increase in total

SCHOOL FUND SCHOOL FUND SCHOOL FUND GENERAL FUND GENERAL FUND GENERAL FUND
FISCAL PORTION COLLECTED COLLECTIONS IF COLLECTIONS IF PORTION COLLECTED COLLECTIONS IF PORTION IF
YEAR UNDER EXISTING  PROPOSAL ENACTED PROPOSAL ENACTED UNDER EXISTING .PROPOSAL ENACTED PROPOSAL ENACTED
LAW($000)___ ($000)__ ($000) LAW ($000) __ ($000) ($000)
1970 1694.5 34.2 166073 1016.7 1525.1 2541.8
1971 1854.7 37.4 1817.3 1112.8 1669.2 2782.0
1972 2015.3 40.8 1974.5 1209.2 1813.0 3022.2
1973 2028.3 41.0 1987.3 1216.1 1824.2 3040.3
1974 2143.7 43.4 2100.3 1285.2 1929.3 3215.4
1975 2521.1 51.0 2470.1 1511.6 2267.4 3779.0

1976 2883.7 58.2 2825.5 1733.6 2600.4 4334.0



COMMITTEE REPORT

SENATE
2/9/717
Date
Mr. President:
The Committee on FINANCE has had SB 138
relatiq? to tobacco taxation . .
under consideration. A majority of the members of the Committee
0 recommends it do pass
/_/ recommends it donot pass
/ /I recommends it do pass with attached amendment(s)
/ 7/ recommends it be replaced with CSfor and that

CS for do pass

/_/ (and) recommends it be referred to the _
committee
/~7 reports it back without recommendation

/ / AND attaches a report of its intent

/_/ (' ther)

MEMBERS SIGNING THE MAJORITY REPORT:

MEMBERS NOT CONCURRING IN THE MAJORITY REPORT:

recommends:

recommends:

recommends:

Chairman
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Introduced: 2/9/
Referred: -

m . "% : ?
BY THE RULES COMMITTEE BY

IN THE SENATE REQUEST OF THE GOVERNOR

SENATE BILL NO .138
IN THE LEGISLATURE OF THE STATE OF ALASKA
TENTH LEGISLATURE - FIRST SESSION

A BILL

For an Act entitled: "An Act relating to tobacco taxation; and providing

for an effective date.”

IT ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA:

* Section 1. AS 43.50.090(a) 1is amended to read:

(a) There is levied an excise tax of two and one-half mills on
each cigarette imported or acquired in the state. Each licensee
shall, at the time of filing the return required by sec. 80 of this
chapter, pay to the department the excise for the calendar month
covered by the return, deducting three [ONE] per cent of the total tax
due, which he shall retain to cover his expense of accounting and
filing returns. Cigarettes upon which the excise is imposed are not
again subject to the excise when acquired by another person.

Sec. 2. AS 43.50.190(a) is amended to read:

(a) There is levied an excise tax of three and three-quarters

[ONE AND ONE-HALF]Imills on each cigarette 1imported or acquired in

this state.

* Sec. 3. This Act takes effect July 1, 1977.

COMMITTEE



THE LEGISLATURE OF THE STATE OF ALASKA
TENTH LEGISLATURE

FISCAL NOTE

I REQUEST
Bill/Resolution No.
Title Act relating to tobacco taxation
Requested bv the Governor Date January 26, 1977

Il. FISCAL DETAIL
Agency Affected Revenue
Program Category Affected General Government
Budget Request Unit(s) Affected Audit

EXPENDITURES (Thousands of Dollars)

FY 77 FY 78 FY 79 FY 80 FY 81 FY 82

100 PERSONAL SERVICES
200 TRAVEL
300 CONTRACTUAL
400 COMMODITIES
,900 EOUIPMENT
600 LAND & STRUCTURES
700 GRANTS. CLAIMS. ETC.

TOTAL -0- -0~ -0- -0- -0- -0-

FUNDING (Thousands of Dollars)
GENF.RAL FUND

FEDERAL FUNDS
OTHER (Specify)

POSITIONS

FULL TIME
PART TIME '
TEMPORARY

Il. ANALYSIS (See Fiscal Note Preparation Instructions, Section IlI)

No additional costs are associated with this Act.



THE LEGISLATURE OF THE STATE OF ALASKA
o TENTH LEGISLATURE

FISCAL NOTE

. REQUEST
Bill/Resolution No.
Title. Act relating to tobacco taxation
Requested bv the Governor Date January 26, 1977

1. FISCAL DETAIL
Agency Affected Revenue
Program Category Affected General Government
Budget Request Unit(s) Affected Audit

EXPENDITURES (Thousands of Dollars)

FY 77 FY 78 FY 79 FY 80 FY 81 FY 82

100 PERSONAL SERVICES
?.0 TRAVEL
300 CONTRACTUAL
400 COMMODITIES
SO0 EQUIPMENT
600 LAND & STRUCTURES
700 GRANTS. CLAIMS. ETC.

TOTAL -0- -0- -0- -0- -0- -0-

FUNDING (Thousands of Dollars)
GENERAL FUND

FEDERAL FUNDS
OTHER (Snecifv)

POSITIONS

FULL TIME
PART TIME
TEMPORARY

. ANALYSIS (See Fiscal Note Preparation Instructions, Section III)

No additional costs are associated with this Act.

IV. DATF. January 26, 1977 prepared

AGENCY _
Original: Legislative Finance PHONE __ 465-2301
cc: Budget and Management

Prime Sponsor (First Legislator Named)

33-001 (Rev. 10/76)



February 9,

The Honorable John L. Rader
President of the Senate
Alaska State Legislature
Juneau, Alaska 99811

Dear Mr. President:

Under the authority of art.
Constitution, and

1977

111, sec. 18 of the Alaska

in accc -dance with AS 24.30.060(b)

and the Uniform Rules of the Alaska State Legislature,

I am transmitting a bill to
the Cigarette Tax Act. The
increased to bring Alaska“s
average of the tax rates of

increase the tax rates in
cigarette tax rate would be
rate up to the national

all other states.

Sincerely,

Jay S.

Hammond

Governor



ALASKA STATE LEGISLATURE

TENTH. mm Legislature FIRST- mm Session

SENATE ....BILL NO. .138...

By ...THE.tRULES .COMMITTEE.BY...
REQUEST OF THE GOVERNOR

"An Act relating to tobacco
taxation; and providing for an
effective date."

tobacco taxation

Introduced In the Senate ..?/.?/..19. 7.7

19

22

HISTORY IN THE SENATE

Read first time and referred
to Committee on

FINANCE

Reported back with
recommendation that

Read second time and

Read third time and

PASS Effective Date
Yeas Yeas
Nays Nays
Absent Absent
Excused Excused

Recons:Jeration

PASS Effective Date
Yeas Yeas
Nays Nays
Absent Absent
Excused Excused

Reported correctly engrossed
Signed by President
Sent to House

HISTORY IN THE HOUSE

Read first time and referred
to Committee on

Reported back with

recommendation that

Read second time and

Read third time and

PASS Effective Date
Yeas Yeas
Nays Nays
Absent Absent
Excused Excused

Reconsideration

PASS Effective Date
Yeas Yeas
Nays Nays
Absent Absent
Excused Excused

Reported correctly engrossed
Signed by Speaker
Returned to Senate

CHIEF CLERK OF THE HOUSE

HISTORY IN' THE SENATE

19 Received from House

Reported correctly enrolled

Sent to Governor

By Governor

Filed with Lt. Governor

Chapter No-



I, tho undersigned, an employee of the State of Alaska, do hereby certify
that the microfilm images on this microform are accurate reproductions
of the original records of the State of Alaska as accumulated during the
regular course of business, and that it i the established policy and practice
of this State to microfilm its records and to dispose of the original records

after microfilm reproductions have been made.
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AMENDMENT

SENATE
Offered in the JIOUSE: By : ROI'TE"
To: HOUSE BILL No.
SENATE BILL No. A
Page: i Line: jLL

Line 20: After "AS A3.20.021.*" insert "AS A3.2.0 is emended by
adding a new section to read: Sec. A3.20.215. REPARATION FOR
LATE PAYMENT OF REFUNDS. Five per cent sliall be added to the tar.
refund for each 30-day period or fraction of the period during
which the department fails to issue a refund to which a taxpayer
is entitled under thin title, unless it is shown the failure is
due to a reasonable cause and not: wilful neglect. The additional
amount paid to a {.taxpayer under this section may not exceed

23 per cent of the refund due”™ The department .shall ".proscribe*,
by-regulation circumstances .which constitute reasonable cause

for purposes of this section.” /
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Introduced: 2/9/77
Referred: Finance

BY COLLETTA, POLAND, HUBER, CROFT,
IN THE SENATE SUMNER AND BRADLEY

SENATE BILL NO. 140
IN THE LEGISLATURE OF THE STATE OF ALASKA
TENTH LEGISLATURE - FIRST SESSION
A BILL
For an Act entitled: "An Act relating to tax credits under the Alaska Net
Income Tax Act; and providing for an effective date."
BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA:

* Section 1. Notwithstanding the language of AS 43.20.021 providingfor
delayed adoption by reference of provisions of the Internal Revenue Code
which change or modify exemptions from tax or credits against tax, sec. 44A
(26 U.S.C. sec. 44A) and amendments to sec. 37 (26. U.S.C. sec. 37) of the
Internal Revenue Code is immediately adopted by reference as part of AS 43.20
and is retroactive to taxable years beginning after December 31, 1975.

* Sec. 2. The only effect of this Act is to accelerate the date of adop—
tion of sec. 44A (26 U.S.C. sec. 44A) and the amendments tosec. 37 (26 U.S.C
sec. 37) of the Internal Revenue Code as part of AS 43.20. In all other
respects, sec. 44A (26 U.S.C. sec. 44A) and the amendments to sec. 37 (26
U.S.C. sec. 37) of the Internal Revenue Code shall be treated in the same
manner as though adopted under the provisions of AS 43.20.021.

* Sec. 3. This Act takes effect immediately in accordance with AS 01.10.-
070(c) and terminates on the date that sec. 44A (26 U.S.C. sec. 44A) and the
amendments to sec. 37 (26 U.S.C. sec. 37) of the Internal Revenue Code would

otherwise be adopted by reference under the provisions of AS 43.20.021(a).

# (- SB 140



cn r»era
AUDIT DIVISIOH

POUCH tv — ALASKA OFFICE BUILDING

/ FINANCE DIVISION

THE LEGISLATURE POUCH WF — STATE CAPITOL

BUDGET AND AUDIT COMMITTEE JUNEAU 99801

February 21, 1977

MEMORANDUM

T0: The Honorable John Sackett
Chairman, Senate Finance Committee

FROM: Milton B. Barker.?®
Fiscal Analyst
Legislative Finance Division

SUBJECT: SB 140 and CSHB 182

Both SB 140 and CSHB 182 would incorporate the federal pro-—
visions for tax credits for child care expenses and the elderly
into the State income tax code. Speediest enactment of these
changes would occur with the Senate"s passage of CSHB 182 which
has already passed the House and is in Senate Finance.

Without this legislation, these tax credits will not be
available on State income tax returns until tax year 1978.
SB 140 and CSHB 182, which are the same except for minor wording
differences, both make these credits available for tax years
1976 and 1977.

IT these bills were amended to only pick up the tax credits
for tax year 1977, there would be no need to expedite their
passage. But as long as the retroactive availability of the
credits for tax year 1976 1is retained, their passage should be
expedited if they are to be enacted at all. This will avoid
the administrative costs to the State and the hassle to the
taxpayer of filing amended returns for tax year 1976.

This situation has come about because Ch. 125, SLA 1976
provided tnat newly enacted provisions of the Internal Revenue
Code which change or modify exemptions from tax or credits against
tax would not become 1incorporated by reference into Alaska law
until the second January following their enactment by Congress.
Thus the Alaska Legislature would have two years in which to
decide whether changes or modifications in federal exemptions
or credits should apply for Alaska purposes. In 1976 Congress
made two major changes in the tax credit area which were not
incorporated into Alaska law. These two credits are as Tfollows:



Senator John Sackett -2- 2/21/77

1. Congress repealed the child care itemized deduction
and substituted in its place a credit equal to 20% of child care
expenses up to a ceiling amount. The ceiling is $2000 in child
care expenses for 1 dependent ($400 credit) or $4,000 in child
care expenses for 2 or more dependents ($800 credit). In
addition to making it a credit rather than a deduction, Congress
eliminated the previous income limitation. Since the previous
itemized deduction was repealed and its replacement is a credit,
Alaska has neither the deduction or the credit until the
1978 tax year when the credit will become incorporated. Specific
legislative action will be necessary to eliminate the credit
permanently or to make it apply sooner.

2. Another tax credit change is the change made to the
retirement income credit (IRC Section 37). This credit has been
renamed a credit for the elderly since the credit is no longer
restricted to retirement 1income. The new change broadens the
base from just retirement income to all income from which the
15% credit is calculated. In addition the maximum amount of
income against which the credit can apply has also been increased
to $3,750 for married couples filing jointly, both of whom are over
65 and $2,500 for single persons. The ceiling was previously
$1,524 per person. Unless the legislature takes specific action
the old credit rules will apply until the 1978 tax year. The
department recommends that the new changes be adopted for Alaska
purposes.

Appended are the details of the new credits and the old deduction
and credit they would replace. The credit on an Alaska return
would be 16% of the federal one.

The fiscal note for either of these bills is $1,000,000,
which is a loss of revenue due almost solely to the child care
credit. The revenue loss from enacting the tax credit for the
elderly is miniscule. This is because Alaska has fewer aged
persons than average, few of these persons file income tax returns,
most that do report little income, and any elderly tax credits
in excess of tax liability are not refundable.

At Tfirst some Revenue officials thought the cost might be
$5,000,000 to $7,000,000 assuming one-third of the returns
claimed a child care credit. This was reported in the Juneau
Empire of February 1, 1977. However, this was a wild guess
because most taxpayers don"t itemize deductions on their State

returns; and, since child care expenses were formerly a deduction,
Revenue had no data from which to estimate.

After checking with the Federal government, on whose tax
returns more persons itemize because State taxes count as a
deduction, Revenue now feels only 5% of the returns may claim a
child care credit. This would be about 12,000 returns with an



Senator John Sackett -3- 2/21/77

average credit of $83, a total of $1,000,000 annually, or
$2,000,000 total for the legislation.

One factor which would tend to limit the revenue loss for
child care expenses 1is the State program for day care assistance
in Community & Regional Affairs which funds day care for middle
income Tfamilies on a sliding scale as well as AFDC families.
Appended is my memo detailing this program.

Revenue indicates that for the average middle income family
the tax credit will offer less relief than the former deduction.
This is because these families are in tax brackets greater than
20%, the rate for the tax credit. The higher the tax bracket
the greater the relief they had under the deduction. At an
$8,000 taxable income where the bracket is roughly 20%, the
deduction would have equal value to the credit. Families with
incomes below $8,000 would benefit more from the credit and would
in fact often have received no benefit at all from the deduction
because they didn"t itemize. However, in light of the State"s
day care assistance program the situation would be as follows:

1. Families with incomes below $6,000 would receive no
benefit since day care assistance pays all their expenses.

2. Families with incomes between $6,000 and $8,000 will
receive up to 80% of their child care costs through the State
program, 4% from a Federal tax credit (20% of the remaining 20%),
and only an additional .64% of their costs (16% of the federal
credit of 4%) if this legislation is passed. These tax credits
are a betterment of their position from prior years because
even if they itemized, the tax break would have been less than
20% because of their tax bracket.

3. Families with incomes between $8,000 and $15,000 will
receive some State child care assistance with 20% of the re—
maining expenses recouped on their Federal return and 3.2% on
their State return if this legislation passes. IT they itemized
in the past they will be worse off; however, again it should be
remembered that very few State returns v/ere itemized at all.

4. Families with incomes above $15,000 will receive Federal
relief of 20% of child care costs and 3.2% of those costs from
the State if this legislation passes. Again, this will be revenue

loss to the State and a gainto the family except for those who
itemized in the past.

5. At some level, perhaps above $35,000, families would in
general have 1itemized 1in thepast and will on the average receive
less relief for child care thanthey did and State revenues will
increase.



Senator John Sackett -4- 2/21/77

Thus, on the whole, passage of SB 140 or CSHB 182
will mean a loss of revenue to the State because most people
don"t itemize but will take the credit. The bill provides
additional relief to middle and high incomes with iow incomes
unaffected, and high incomes suffering a loss relative to
what they had before 1976.

This relief is small in relation to that available on the
Federal return and will thus have a marginal effect on family
decisions to utilize child care. The effect of the changes
at the Federal level on families using day care may be neutral
because many more families itemize, and for them there 1is less
incentive than in the past.



e e [Code Sec. 37]
"SEC.37. CREDIT FOR THE ELDERLY.

"(a) General Ruif—In the case of an individual who lias attained age 65 before the
close of the taxable %ear, there shall he allowed as a credit against the lax ‘imposed hy this
chapter for the taxable year an amount equal to 15 percent of such individual's section 37
amount for such taxable year.

“(b) Section 37 Amount—For purposes of subsection (a)—

"(1) In .general.—An individual's section 37 amount for the taxable year is the
applicable |n|%|a| amount determined under paragraph (2), reduced as provided in
paragraph (3) and in subsection (c).

"(2) Initial amount—T he initial amount is—

"(A) $2,500 in the case of a single individual,
"(B) $2,500 in the case of a joint return where only one spouse is eligible

for the credit under subsection (a),

"(C) $3,750 in the case of a joint return where both spouses are eligible for
the credit under subsection (a), or
"(D) $1,875 in the case of a married individual filing aseparate return.

"(3) Reduction—T he reduction under this paragraph is an amount equal to the
sum of 'the amounts received by the individual For, in the case of a joint return, by
either spouse) as a pension or annuity—

“(A) under title Il of the Social Security Act,
"(B) under the Railroad Retirement Act of 19350r1937, or
"(C) otherwise excluded from gross income.

Act Sec. 503(a) (11188
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No reduction shall be made under this paragraph for any amount excluded from gross
income under section 72 (relating to annuities), 101 (relating to life insurance pro—
ceeds), 104 (relating to compensation for injuries or sickness), 105 (relating to
amounts received under accident and health plans), 120 (relating to amounts received
under qualified group legal services plans), 402 (relating to taxability of beneficiary of
employees’ trust), 403 (relating to taxation of employee annuities), or 405 (relating to
qualified bond purchase plans).

*(c) Limitations—

1) Adjusted cross income limitation—If -the adjusted gross income of the
taxpayer exceeds—

"(A) $7,500 in the case of a single individual,
"(B) $10,000 in the case of a joint return, or
"(C) $5,000 in the case of a married individual filing a separate return,

the section 37 amount shall be reduced by one-half of the excess of the adjusted gross
income over $7,500, $10,000, or $5,000, as the case may be.

~2) Limitation rased on amount of tax—The amount of the credit allowed by
this section for the taxable year shall not exceed the amount of the tax imposed by
this chapter for such taxable year.

“(d) Definitions and Special Rules—For purposes of this section—

(1) Married coupi.f must file joint return—Except in the case of a husband
and wife who li»e apart at all times during the taxable year, if the taxpayer is married
at the close of the taxable year, the credit provided by this section shall be allowed
only if the taxpayer and his spouse file a joint return for the taxable year.

*(2) Marital status— Marital status shall be determined under section 143.

"(3) Joint return—The term ‘joint return’ means the joint return of a husband
and wife made under section 6013.

"(e) Election of Prior Law W ith Respect to Pudlic Retirement System |ncome—

"(1) In general—In the case of a taxpayer who has not attained age 6S before
the close of the taxable year (other than a married individual whose spouse has
attained age 65 before the close of the taxable year), his credit (if any) under tbit
section shall be determined under this subsection.

~2) One SPOUSE agr. 65 O OVEl.—In the case of a married individual who Iw*
not attained age 65 before the close of the taxable year but whose spouse has attained
such age, this paragraph shall apply for the taxable year only if both spouses eleet,
at such time and in such manner as the Secretary shall by regulations prescribe, 1"
have this paragraph apply. If this paragraph applies for the taxable year, the credit
(if any) of each spouse under this section shall be determined under this subsection-

(3) Computation of credit—In the case of an individual whose credit under thi«
section for the taxable year is determined under this subsection, there shall hr
allowed as a credit against the tax imposed by this chapter for the taxable year >
amount equal to 15 percent of the amount received by such individual as retirement
income (as defined in paragraph (4) and as limited by paragraph (5)).

"(4) Retirement income.—For purposes of this subsection, the term '‘retirement
income’ means—

"(A) in the case of an individual who has attained age 65 before the clo«
of the taxable year, income from—

"(i) pensions and annuities (including, in the case of an individual wim "
or has been, an employee within the meaning of section 401(c)(1), di.stril,u’
tions by a trust described in section 401(a) which is exempt from tax undd
section 501(a)),

"(ii) interest,

111188 Act Sec. 503(a)
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“(iii) rents, >

"(iv) dividends,
_“_(VJ bonds described in section 405(b)(1) which are received under a
qualifie bondJJurchase plan described in section 405(a) or in a distribution
e

from a trust described In section 401(a) which is exempt from tax under
section 501(a), or retirement bonds described in section 409, and

. “(vi) an individual retirement_account described in section 408(a), or an
individual retirement annuity described in section 408(b); or

“(B) in the case of an individual who has not attained age 65 before the close
of the taxable year, income from pensions and annuities under a public retirement
system (as defined in paragraph” (s)(A)),

to the extent included in gross income without reference to_ this subsection, but only
to the extent such income does not represent compensation for personal services
rendered during the taxable year.

“(5) Limitation on retirement income.—For purposes of this subsection, the amount
of retirement income shall not exceed $2,500 less—

“(A) the reduction provided by subsection (b)(3), and

“(B) in the case of any individual who has not attained age 72 before the
close of the taxable year— .

*'(i) if such individual has not attained age 62 before the close of the
taxable year, any amount of earned income (as defined in Paragraph (s)(B))
in excess of $900 received by such individual in the taxable yéar, or

“(ij) if such individual has attained age 62 before the close of the taxable
year, the sum of one-half the amount of earned income received by such
individual in the taxable gear in excess of $1,200 but not in excess of $1,700,
and the amount of earned income so received in excess of $1,700.

"(6) Limitation in case of married individuais— In the case of a j]oint return
Baragraph (SJ,ShaII be applied b% substituting '$3,750° for '$2,500". The $3,750 provided
y the preceding sentence shall be divided between the spouses in such amounts as may
be agreed on by them, except that not more than $2,500 may be assigned to cither
spouse.
_"(7) Limitation in the case ok separate returns—In the case of a married
individual flllng a separate return, paragraph (5) shall be applied by substituting
'$1,875" for '$2,500'.

"(8) Definitions—For purposes of this subsection—

~ “(A) T'urlic retirement system defined—The term ‘public retirement system'

incans a Pensmn, annuity, retirement, or similar fund or system established by tfic

United States, a State, 4 possession of the United States, any political subdivision

of any of the foregoing, of the District of Columbia.

“(B) Earned income—The term ‘earned income' has the meaning assigned to
such ‘term hy section 911(b), except  that such term docs not include any
amount received as a pension or annuity.

"(f) Nonresident Amen Infmciiiie for Credit—No credit shall be allowed under this
section to any nonresident alien."

e « PriorLaw
Code Sec. 37 before amendment;

SEC. 37. RETIREMENT INCOME.

Gfnfrai, Rule—1In th f an individual wh ved d
incongae) beﬁgreraﬁhe Beainniplsg (?f Ct?wsee_t%x %qelglelz%/rl, ut%er\(lev soh W?sbgecﬁ\ga/ef agrgea
credit against the tax imposed by this chapter for the taxable year an amount
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t() 2] in the case .of any individual, any amount received by the individual
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(C) otherwise excluded from gross income, and
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11188 Act Sec. 503(a) .

not In exc
IN excess of %1



> 8 77 A @l T Chwa

Tax Reform Act of 1976 1067

% ) shall
aé{o
), 0

iiPriorLaw.

(e Rqu for pgelcgtrgn of Subsectron Subsectio f
not aP%)g zin te from gross incom é #rsectron 12 Q
nnulties), 10 5( Etrngst ernﬁurance roceeds atrnﬁ to co ens
o S 1 3 rerar o il r’”BSHQi?c.éﬁ“Bvreem uer et
46)3alrelgt?ng to taxa |P%mployee anantres y Py

[f) Public Retirement System Defrned—FOf purposes of subsectjon (c g (3
the .term publrc retirement %Hem means a ension, agmurt%/ retrrem

anli nited States,a

similarfun or sstem es T rrrtor :
a possessr of the U It t1 g%ates any poIrtrcaI subéjrvrsron of any oHr fore Y

going, ort e Drstrrct of Colum

(g) Earned Income Defmed—For purposes of subsections Sb) and (dg 2),
B term "earned Income” %f the meanrn&; assigned to such term in sectign 911
? 0es not Includ

n
10n o0

except that such term e any amount received as a pension
rannuity.
th onresident Alien |neligible fOT Credit—No credit shall be allowed
under Subsection f a) to any nonresident alien.
(i) SpecialRuler for Certain Married Coupler—
éw Electro —A h#rsba]nd aHd wife whop make a]cg re rgrn f%r the
ave attained the age of {5 be ore t e Close

axah ay r-and both o
o the t a ear mg elect (at such time and in stich manrer as the Secre:
ﬁry or a § flons re cribes) 1o defermine the am?unt of

the credit allow ra;iteby su%%ectron y applying the provisions of para-

I rules— If an election is madeunder paragraph for the
taxatgﬁg yegfcrgr r{rlrjrpeosses of Subsection (Ia)— under paragraph (1)

if either spouse is an .indiyidual who has receiyed earned
|ncor§r thrn the mea IHP ? subsection L¥rg ﬁre other sPouse SH
consl ere to he an In uaI who has received earned income wrthrn

the meanrn of suc subsectron an

re |r ent Income ouses sha { e
E S (15) ané ?
() Cross Reference—

sect on shaII he consrdered asprovrdrng bhe“ the amounss
e com q
less 1 qr e amounts specified in paragrap
it sectron O each Spouse.
For disallowanc redit where tax is computed by Secretary or Ids
delegate, see section %0?5 faf P y Y



IT 1190]
ACT SEC. 504. CREDIT FOR CHILD CARE EXPENSES.
Aft Sec. 504 (a) Allowances ok Credit for Child Carf. Expenses—

m In general—Subpart A of part IV of subchaptcr A of chapter 1 (relating to

(ifdits allowable) is amended by inserting before section 45 the following new

(‘(linn:

[Code Sec. 44A]
UC. <4A. EXPENSES FOR HOUSEHOLD AND DEPENDENT CARE SERV-
ICES NECESSARY FOR GAINFUL EMPLOYMENT.

'(») Allowance of Credit—In the case of an indiviqual who maintains a household

Includes as a member one or more qualifying individuals (as defined in subsec-
'il_slo&l)), there shall be allowed as a credit against the tax imposed bly this chapter
w Hi' taxable year an amount equal to 20 percent of the employment-refated expenses
« cefined n sdbsection (c)(2)) paid by such individual during the taxable year.

*{!>) Application With Other Credits—The credit allowed by subsection (a) shall
M'(teed the amount of the tax imposed by this chapter for the taxable year reduced by the
—I'd the credits allowable under—

"(1) section 33 (relating to foreign tax credit),

"(2) section 37 (relating to credit for the elderly),

"(3) section 38 (relating to investment in certain depreciable property),
"(4) section 40 (relating to expenses of work incentive programs),

"(5) section 41 (relating to contributions to candidates for public office),
*4(fi) section 42 (relating to general tax credit), and

"(7) section 44 (relating to purchase of new principal residence).

, (<) Definitions of Qualifying Individual and Employment-Related Expenses—
* fnposcs of this section—

“(1) Qualifying individual —T he term qualifying individual' means—
"(A) a dependent of the taxpayer who is under the age of 15 and with rc-
epect to whom the taxpayer is entitled to a deduction under section 151(c),

Act Sec. 504(a) (11190
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"(B) a dependent of the taxpayer who is physically or mentally incapiL,
of caring for himself, or

_"(C) the spouse of the taxpayer, if he is physically or mentally incapable «
caring for himself.

"(2) EMrLOYMENT-RELATED EXPENSES—

_ { In cenerar— The term ‘employment-related expenses' means amour;,
?ald or the following expenses, but 0n|¥ If such expenses are incurred to cnily,
he taxpayer to be gainfully employed Tor any period for which there arc 1 <
more qualifying individuals with respéct to the taxpayer:

“(i) expenses for household services, and
"(i1) expenses for the care of a qualifying individual.

"(B) Except,ion.—EmPonmen_t-related_expenses described in subparagral,!,

(A) which are incurred for“services, outside the taxpayer's household shall J
faken Into account only if incurred for the care of a qualifying individual i
scribed in paragraph (1){A).

"(d) Dollar Limjt on Amount Creditadle—The amount of the cmployment-rdait!
expenses incurred during any taxable year which may be taken into account under sut-
section (a) shall not excéed—

" (1) $2,000 if there is 1 qualifying individual with respect to the taxpayer for sutli
taxablg )year, or quatying P ey

“(2) $4,000 if there arc 2 or more qualifying individuals with respect to the taxpayu
for such taxable year.

"(e) Earned Income Limitation—

"(1) In general,—Except as otherwise provided in this subsection, the amount nl
the employment-related exBense_s incurred ‘during an(}/ taxable year which may Ik
taken into account under subsection (a) shall not exceed—

"(A) in the ease of an individual who is not married at the close of sucli
year, such individual's earned income for such year, or

"(B) in the case of an individual who is married at the close of such yr.r,
the lesser of such individual's earned income or the earned income of his spume
for such year.

"(2) Special rule for spouse who is a student incapable of caring for himseip.-
In the ease of a spouse who s a student or a qualified individual described In sulec-
tion (c)(1)(C), for purposes of pa,ragra‘ph El), such spouse shall be deemed for raih
month during” which such spouse isa full-time student at an educational instituticn.
8% r|130tSLIJeCshs ath%Hallfymg individual, to be gainfully employed and to have earned inconi’

"(A) $166 if subsection (d)(L) applies for the taxable year, or

“(B) $333 if subsection (d)(2) applies for the taxable year.
In the case of any hushand and wife, this paragraph shall apply with respect to only
spouse for any one month.
"(f) SrECIAL Rules—For purposes of this section--

! E]l) Maintaining household.—An ipdividual shall be treated as maintainjng
household for any period only if over half the cost of maintaining the household &
such period is furnished by Such individual Jor_, if such individual is married durim:
such period, is furnished by such individual and his spouse).

"(Zr) Married couples must file joint return.—If the taxpayer is married at tI'f
close of the taxable year, the credit shall be allowed under subséction (a) only if ll<*
taxpayer and his spouse file a joint return for the taxable year.

“(3) Marital status.—An individual legally separated from his spouse under 1
decree of divorce or of separate maintenance sliall not be considered as married.

mi 90 Act Sec. 504(c)
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*(<) CUIMW MARRIED INDIVIDUALS LIVING APART — I f—
"(A) an individual who is married and who files a separate return—

"(i) maintains as his home a household which constitutes for_ more than
o_nde-blalf odf the taxable year the principal place of abode of a qualifying indi-
vidual, an

"(ii) furnishes over half of the cost of maintaining such household during the
taxable year, and
"(B) during the last ¢ months of such taxable year such individual's spouse

Hnot a member of such household,

Individual shall not be considered as married.

*($) Sri.CIAL dependency test in case of divorced parents, etc— | f—

_"(A) achild (as defined in section 151(e)(3)) who is under the age of iz or
wiio is physically or mentally incapable of caring for himself receives over half of
Pie _su?port during the calendar year from his parents who arc divorced or legally
irp.iraleri under a decree of divorce or separate maintenance or who are separated
iindrr a written separation agreement, and _

"(1) such child is in the custody of one or hoth of his parents for more than
unt-half of the calendar year,

a ftwrase of any taxable year beginning in such calendar year such child shall be
wind .1 being 'a qualifying individual "described in subparagraph %A) or (B) of
paniion (c)(x), as the case may be, with respect to that parent who has custody
t* * longer period during such ,calendar_}/ear than the other parent, and shall not be
wend an being a qualifying individual with respect to such other parent.

r(f) Payments to related individuals— .

"(A) In ceneral.—Except as provided in subparagraph (B), no credit shall
ke illowcd under subsection (a) for any amount paid by the taxpayer to an indi-
vidual bearing a relationship to the taxpayer described in paragraphs (1) through
(It) of section 152(a) (relating to definition of dependent) or to a dependent

dneribed in paragraph (g) of suich section.

(1) Exception.,—Su,bparagraRh (A) shall not apply to any amount paid by
llir taxpayer to an individual with respect to whom, for the taxable yea.- of the
I[[Faycr in which the service is performed, nejther the taxpayer nor his spouse is
*iilillrd, to a deduction under section 151(c) (relating to deduction for personal
H'mptions for dependents), but only if the service With respect to which such
emunt is paid constitutes employment within the meaning of section 3121(h).

" 7_? Stui-nt—The term ‘student’ means an individual who during each of 5
M-ctdif months during the taxable year is a full-time student at an”educational

"Vm/aliou.

“'*) Educational organization—T he term_‘educat
p-oillHd organization described in section 170(b)(I)(A )(ii).

)
i* Ibi.nunoNs.—The Secretary shall prescribe such requlations as may be necessary
»+i Ut the purposes of this sectian.

Clerical amendment—T he table of sections, for sub,[Jart A of part IV of
-"m"Hrr A of chapter 1is amended by inserting before the item relating to section
" hillowing new item:

hA. Expenses for household and dependent care services necessary for gainful
employment.”
[fIlIOI]

* 504 (b) Repeal of Deduction for Child Care E xpenses—

'D In general.— Section 214 (relating to expenses for household and dependent care
netexsary for gainful employment? is hereby repealed.

Act Sec. 504(b) HI 191
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Code Sec. 214 before repeal:
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I [iecom meH (ﬂuste%pgross income ozahe t%xpayera dpns spouse for such period.

() Si'ecial Rules—For purposes of this section—
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LB I L i

%5) R.eduction for certain ents— r‘\ Pe case of em |0 mentr ated
expenses |nf urred d ur|n anYt eye so yW|t resP cm)
IH%IVI ther than “an 1ndjvidual w h S0 deB hed |ns se tlo
L }] 5‘] amount of suc e>%)g Ses en Into accousl

c

egdes of this section shall (before the application o subsection (c))

amo& t)bg \?Vlhclfghlr%ﬁévﬁ%alo%s described in subsection (b)(1)(B), by the

year, an G{) such individual's adjusted gross income for such taxable

ing
exceeds $750, or

n the case of a alifying. individual described n subsection
&lddgﬁwnngytﬁgetg){na e yejrdl agﬁlty payments received lJy suc% ngl-

For purposes of this h,. the term "disability ent".means a
men&pr other than al\ggj ﬁagh is made on alccq Igl I’O%Weg SIC&?OY méptal
conditlon of an in al-and which is not included in gross income.

lations—T he Secretary or his delegate shall prescribe such rcgu-
h|IOH rﬁgyab(leorr]\secessary to carry out t#]e purposes of thlg section. ’

éughtge disability payments received by such individual dur-
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f ]
TOi |
The Honorable Clem Tillion
Senate Finance Committee
DATE February 17, 1977
FROM: Milt Barker, Fiscal Analyst SUBJECT: Senate Bill 140

Legislative Finance

At your request, | am attaching the schedule of State support for
child care according to income that is available under the Community
and Regional Affairs program. The income levels indicated are take
home pay less $1,000 for each child in excess of one in day care.

Group | represents AFDC recipients, whose day care is funded through
this program in almost all areas of the State. Through the Depart—
ment of Health and Social Services, a small amount of day care is
funded for AFDC recipients in areas where Community and Regional
Affairs does not have contracts with local organizations and for
AFDC recipients in the WIN program.

FY 78 Governor®s request for these programs are as follows:

C & R A Child Care $1,565,200
H & S S Day Care 122,800
WIN Day Care 183,400

Total $1,871,400

Enc
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ijtir P arents O f Day Care K ids

Parents wh<j"annually deduct a portion of aedit be allosed ad, conversely, will save
their,i;cy cafe"payments from state and that much should the creditnot be permitted,
fecefjil income-tax statements have two su-  Juneau Rep. Jim Duncan said today he B
prispiin store™Tior them this year. And, as the preparing legislation which would allow the
sayitig goes, 1t3 good news and bad news.  federal credit for day care on Alaskan income

The good news s the new federal law thet tax retums. Other legislators also reportedly
alloxs day care payments to be taken as a are looking into the dilemma,
aredit off the top of »ncome tax payments  Jenkins said legislation amendiing the credit
rather than as a mere deduction among other law could face severe “ kagistics problems” s
itemized deductions. The bad news isthat the it could take months for a hill o clear the
state can T follov suit and may be $7 million legislature and by then many Alaskans will
richer because of it already have filed income tax returs.

In 1976 when Congress passed legislatin  However. Duncan said parents could file
granting income tax credits as incentives for amended retums with the child care aredit
housing construction the Alaska Legislature, and he said he planned tomake the legislatin
estimating these aredits could be 1o asstly 0 retroective to lest year™s dhild care asts,
the state, passed a law mandating feceral
credits wouldn T be available to Alaska tax—
payers filirgstate income tax retums util two
years after the credits are enacted.

Until 1976 the state automatically piggy—
backed on federal income tax regulations, said

state auditor Gary Jerkins. \ C
Last year child care payments were con- J Nt
sidered deductions and parents could, under a A I

complicated and restrictive formula, include
these payments under itemized deductions.

However, Congress has passed an amend—
ment al loving chilld care costs 1o be deducted
as a direct aredit from income tax payments.
A parent with one cild, for example, can
deduct 20 per cent of his chilld care assts up o
$400 maximum.

Since the state does not follow feceral
aedits, dhild care payments can reither be
deducted nor considered addits on state in—
come tax retums util Jan. 1 19/.

Jenkins said his staff isnow researching the
impact of the loss of child care addits. He said
his "hippocket guess” s thet the state would
lose an estimated $ t $7 million should the
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STATE OFFICE BUILDINB POUCH S A - JUNEAU 39811

February 8, 1377

The Honorable Hugh Malone

Speaker of the House of Representatives
State of Alaska

Pouch 5

Juneau, AK 99811

Dear Mr. Malone:.

It has just come to my attention that House Bill 182 has been
Introduced which would make the child care credit provision of

the Internal Revenue Code effective for Alaska purposes retro—
active to January 1, 1978. Please be advised that the Administra—
tion supports this Bill and urges its quick passage. Failure to
pass the Bill quickly would result in a large number of taxpayers
having to go through the added effort of filing an amended tax
return to claim the credit.

Further, 1 recommend that the Bill be amended to incorporate the
amendments to Internal Revenue Code Section 37 which were also included
In the Tax Reform Act of 1976. This amendment made some minor changes
In the retirement income credit available to the elderly.

If any of my staff can provide you with additional information on
this subject, please feel free to contact me.

Sincerely,

Sterling”Ga
Comm Isirloner



or—>
JAY S. HAVMOND, GOVER\CR
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BMSIFtMfcTMBSIVT <K< KEVJEXHJE
QFHCEOF THE COMMISSIONER FOUCH S - JUNEAU S9611

January 26, 1977

The Honorable John Sackett
Chairman, Senate rinance Committee
Alaska State Legislature

The Honorable Steve Cowper
Chairman Horse Finance Committee
Alaska State Legislature

Dear Senator Sackett and Representative Cowper:

I have included in this letter an itemization of changes 1in
the federal income tax code which are not incorporated by
reference into the Alaska income tax statutes (AS 43.20). |
bring these items to your attention in order that the
legislature may make policy determinations on their inclusion
or continued exclusion.

In Section 1, Chapter 125 SLA 1976, the income tax statute
was amended to provide that newly enacted provisions of the
Internal Revenue Code which change or modify exemptions from
tax or credits against tax would not become incorporated by
reference into Alaska lav; until the second January following
their enactment by Congress. Thus the Alaska Legislature
ewould have two years in which to decide whether changes or
modifications in federal exemptions or credits should apply

for Alaska purposes. In 1976 Congress made two major changes
in the tax credit area which were not incorporated into
Alaska law. These two credits are as follows:

1. Congress repealed the child care itemized deduction and
substituted in its place a credit equal to 20% of child care
expenses up to a ceiling amount. The ceiling is $2000 in child
care expenses for 1 dependent ($400 credit) or $4 ,000 in child
care expenses for 2 or more dependents ($000 credit). In
addition to making it a credit rather than a deduction, Congress
eliminated the previous income limitation. Since the previous
itemized deduction was repealed and its replacement is a
credit, Alaska has neither the deduction or the credit until
the 1970 tax year when the credit will become 1incorporated.
Specific legislative action will be necessary to eliminate

the credit permanently or to make it apply sooner.

2. Another tax credit change is the change made to the
retirement income credit (IRC Section 37) . This credit
lias been renamed a credit for the elderly since the credit



is no longer restricted to retirement income. The new
change broadens the base from just retirement income to
all income from which the 15 per credit is calculated.

In addition the maximum amount of 1income against which
the credit can apply has also been increased to $3 ,750 for
married couples filing jointly both of whom are over

65 and $2,500 for single persons. The ceiling was
previously $1,524 per person. Unless the legislature
takes specific action the old credit rules will apply
until the 1978 tax year. The department recommends that
the new changes be adopted for Alaska purposes.

In addition to federal credits and exemptions which are
not automatically incorporated by reference, federal
changes in federal tax rates and federal tax tables are
not incorporated by reference since Alaska has adopted
its own separate rate schedule. A change was made in

the calculation of the 1976 federal tax tables. The

new federal law replaced the optional tax tables based

on adjusted gross income with new tables based on taxable
income. Previously taxpayers who had under $20,000 1in
adjusted gross income and did not itemize their deductions
could go straight to the tax tables to find the amount of
tax without further calculations to determine the dollar
amount of exemptions or standard deduction. The tables
automatically calculated the exemptions and standard
deduction. With the change to taxable income the taxpayer
will have to compute his or her standard deduction and
exemptions prior to going to the tax table. Since Alaska
law bases its tax tables on adjusted gross 1income the
federal change will not apply. The department recommends
that tax tables for Alaska 1income tax purposes remain
based upon adjusted gross income rather than upon taxable
income because it simplifies the tax calculation for the

taxpayer.

If you, or your staff have any further questions about
recent federal income tax changes please let me know.

Sincerely,

Sterling Gallagher
Commissioner



Introduced: 2/9/77
Referred: Finance

BY COLLETTA, POLAND, HUBER, CROFT,
1 IN THE SENATE SUMNER AND BRADLEY

2 m SENATE BILL NO. 140
IN THE LEGISLATURE OF THE STATE OF ALASKA
TENTH LEGISLATURE - FIRST SESSION
A BILL
For an Act entitled: "An Act relating to tax credits under the Alaska Net
Income Tax Act; and providing for an effective date."
BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA:

* Section 1. Notwithstanding the language of AS 43.20.021 providingfor
delayed adoption by reference of provisions of the Internal Revenue Code
which change or modify exemptions from tax or credits against tax, sec. 44A
(26 U.S.C. sec. 44A) and amendments to sec. 37 (26. U.S.C. sec. 37) of the
Internal Revenue Code is immediately adopted by reference as part of AS 43.20
and is retroactive to taxable years beginning after December 31, 1975.

* Sec. 2. The only effect of this Act is to accelerate the date of adop—
tion of sec. 44A (26 U.S.C. sec. 44A) and the amendments to sec. 37 (26U.S.C.
sec. 3/) of the Internal Revenue Code as part ofAS 43.20. In all other
respects, sec. 44A (26 U.S.C. sec. 44A) and the amendments to sec. 37 (26
U.S.C. sec. 37) of the Internal Revenue Code shall be treated in the same
manner as though adopted under the provisions of AS 43.20.021.

* Sec. 3. This Act takes effect immediately in accordance with AS 01.10.-
070(c) and terminates on the date that sec. 44A (26 U.S.C. sec. 44A) and the

amendments to sec. 37 (26 U.S.C. sec. 37) of the Internal Revenue Code would

otherwise be adopted by reference under the provisions of AS 43.20.021(a).

# -1- SB 140
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Original sponsors: Parr, Duncan, Offered: 2/15/77
Miller, et al Referred: Rules

IN THE HOUSE BY THE FINANCE COMMITTEE
CS FOR HOUSE BILL NO. 182
IN THE LEGISLATURE OF THE STATE OF ALASKA
TENTH LEGISLATURE - FIRST SESSION
A BILL
For an Act entitled: "An Act relating to tax credits under the Alaska Net
Income Tax Act; and providing for an effective date."
BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA:

* Section 1. Notwithstanding the language of AS 43.20.021 providing for
delayed adoDtion by reference of provisions of the Internal Revenue Code
which change or modify exemptions from tax or credits against tax, sec. 44A
(26 U.S.C. sec. 44A) and the 1976 amendments to sec. 37 (26 U.S.C. sec. 37)

of the Internal Revenue Code are immediately adopted by reference as part of

L AS 43.20 and are retroactive to taxable years beginning after December 31,

1975.
* Sec. 2. The only effect of this Act is to accelerate the date of adop—

tion of sec. 44A (26 U.S.C. sec. 44A) and the 1976 amendments to sec. 37 (26
U.S.C. sec. 37) of the Internal Revenue Code as part of AS 43.20. In all
other respects, sec. 44A (26 U.S.C. sec. 44A) and the 1976 amendments to sec.
37 (26 U.S.C. sec. 37) of the Internal Revenue Code shall be treated in the
same manner as though adopted under the provisions of AS 43.20.021.

* Sec. 3. This Act takes effect immediately in accordance with AS 01.10.-
070(c) and terminates on the date that sec. 44A (26 U.S.C. sec. 44A) and the
1976 amendments to sec. 37 (26 U.S.C. sec. 37) of the Internal Revenue Code
would otherwise be adopted by reference under the provisions of AS 43.20.-

021(a).

# -1- CSHB 182



"SEC.37. CREDIT FOR THE ELDERLY.

“(a) Gknkrai. Rur.r—In the case of an individual who has attained age S before the
dose of the taxable year, there shall he allowed as a credit against the tax imposed by this
chapter for the taxable year an amount equal to IS percent of such individual's section 37
amount for such taxable year.

"(h) SrctioN 37 Amount—For purposes of subsection (a)—

") In _([qf.nkral.—An individual's section 37 amount for the taxable year is the
applicable initial amount determined under paragraph (2), reduced as provided in
paragraph (3) and in subsection (c).

"(2) Initiai. amount—The initial amount is— '

« "(A) $2500 in the ease of a single individual,
() $2,500 in the ease of a joint return where only one spouse is eligible
for the credit under subsection (a),
"(C) $3,750 in the ease of a joint return where both spouses are eligible for
the credit under subsection (a), or
"(D) $1.875 in the ease of a married individual filing a separate return.
"(3) Rkiujction—T he reduction under this paragraph is an amount equal to the
sum of 'the amounts received by the individual {or, In the ease of a joint return, by
either spouse) as a pension or annuity—
"(A) under title 11 of theSocial Security Act,
"(H) under the Railroad Retirement Act of 19350r1937, or
"(C) otherwise excluded from gross income.

Ac! See. 503(a) 111100



1064 Tax Reform Act of 1976

No reduction shall he made under this paragraph for any amount excluded fiom gross
income under section 72 (relating in annuities), 101 (relating to life insurance "pm.
cceds), 104 (relating to compensation for injuries or sickness), 105 (relating in
amounts received under accident and health plans), 120 (relating fo amounts received
under qualified rou(? legal services plans), 02 (relating to taxability of beneficiary r(
employees’ trus%, 403 (relating to taxation of employee” annuities), or 405 (relating p,
qualified bond purchase plans?.

"(c) Limitations—
' s«/ Adjusted gross income limitation— If -ilie adjusted gross income of the
taxpayer exceeds—

"(A) $7,500 in the ease of a single individual,
"(11) $10.000 in the case of a joint return, or
"(C) $5,000 in the ease of a married individual filing a separate return,

the section 37 amount shall he reduced bK one-half of the excess of the adjusted gross
income over $7,500, $10,000, or $5,000, as the ease may he.

_ "(2) Limitation iiasfji on amount of tax.—T he amount of the credit allowed by
this section for lie taxable year shall not exceed the amount of the tax imposed hy
this chapter for such taxable year.

"(d) Definitions and Special Rules.—For purposes of this section—

"(1) Married coupif must file joint return— Except in the case of a hushand
and wife who live apart at all times during the taxable year, if the taxpayer is married
at the close of the taxable year, the credit provided bY this section shall he allowed
only if the taxpayer and his spouse file a joint return for the taxable year.

"(2) Marital status— Marital status shall be determined under section 143.

"(3) Joint return—The term 'joint return’ means the joint return of a husband
and wifé made under section 6013.

"(c) Election of Prior Law With Respect to Puiilic Retirement System |ncome.--

"[1) In general—In the ease of a taxpayer who has not attained age 65 before
the close of %he taxable year (other than a married individual whose “spouse has
attained age 65 before_ the' close of the taxable year), his credit (if any) under tim
section shall he determined under this subsection,

"(2) One spouse ace 65 on over—In the case of a married individual who li*
not attained age 65 before the close of the taxable year hut whose spouse has attained
such age, this™paragraph shall apply for the taxable r)]/ear only if both spouses cirri,
at such time and in such manner ds the Secretary shall by regulations prescribe, |
have this Para raph apply. If this paragraph apﬁ les for the taxable year, the credit
(if any) of each spouse under this section shall he determined under this subsection

"(3) Computation of credit—In the ease of an individual whose credit under this
section for the taxable year is determined under this subsection, there shall If
allowed as a credit against the tax imposed by this chapter for the taxable year m
amount equal to 15 percent of the amount received by such individual as retirement
income (as defined in paragraph (4) and as limited by paragraph (5)).
~"(4) Retirement income.—For purposes of this subsection, the term ‘retirement
income" means—

"(A) in the ease of an individual who has attained age 65 before the cm'*
of the taxable year, income fiom—

"(i) pensions and annuitigs (including, in the case of an individual who"-
or has been, an employee within the meaning of section 401(e)(4), dislrdJ
gleogﬁor?ysglt(rg)s)t described in section 401(a) which is exempt from tax midt

"(i1) interest,
111188 Act See. 503(a)
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tiplt for any amount excluded from gross
es), 101 (relating lo life insurance_ pro-
injuries or sickness), 105 (relatiiif; to
jlans), 120 (relatln%__o amounts reccivell
12 (relating lo taxability of beneficiary of
employee annuities), or *105 (relating to

—If the adjusted gross income of the

ividual,
lean, or
d individual filing a separate return,

me-half of the excess of the adjusted gross
ise may be.

X.—The amount of the- credit allowed by
ecccd the amount of the tax imposed by

purposes of this section—

irrutiN.— Except in the ease of a husband
jc taxable year, if the taxpayer is married
nrovided b?/ this section shall be allowed
Imt return for the taxable, year.

laall be determined under section 143.
urn' means the joint return of a hushand

10 \muc Rctirement System |ncome—

payer who has not attained age 65 before
a married individual whose “spouse lias
able year), his credit (if any) under this
nion.

Ihc ease of a married individual who, has
Ixaldc year but whose spouse lias attained
e taxable f)]/ear only if both spouses elect,
ecrclary shall by regulations prescribe, to
th apB les for the taxable year, the credit
shall' be determined under this subsection.

sc of an individual whose credit under this
J under this subsection, there shall be
1 by this chapter for the taxable year an
recéived by such individual as retirement
s limited by paragraph (5)).

's of this subsection, the term 'retirement
avlio has attained age 65 before the close

eluding, in the case of an individual who is,
iie meaning of section «a0a (C)(1), distrilm-
i) 401(a) which is exempt from tax under

— e — =
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"(iii) rents, Lo

*'(iv) dividends,

,"(VJ bonds described in section 405(b)(1) which arc received under a
qualifie bond(furc_hase plan described in section 405(a) or in a distribution
from a trust described In section 401(a) which is exempt from tax under
section 501 (a), or retirement bonds described in section 409, and

. "(vi) an individual retirement account described in section 408(a), or an
individual retirement annuity described in section 403(h); or

"(B) in the ease of an individual who has not attained age 65 hefore the. dose
of the taxable year, income from pensions and annuities under a public retirement
system (as defined in paragraph” (s)(A ),

to the extent included in gross income without reference to, this subsection, but only
to the extent such income does not represent compensation for personal services
rendered during the taxable year.

"(5) Limjtation on retirement income.—For purposes of this subsection, the amount
of retirement income shall not exceed $2.200 less—

"(A) the reduction provided by subsection (b)(3), and

"(B) in the ease of any individual who lias not attained age 72 before the
close of the taxable year—

"(i) if suth individual lias not attained age 62 before the close of the
taxable 'year, any amount of earned income (as defined in Faragraph (8)(11))
in excesS of $900 received by such individual in the taxable year, or

"(>>) if such individual has attained age 62 before the close of the taxable
year, the sum of one-half the amount of earned income received by such
individual in the taxable ge,ar in excess of $1,200 but not in excess of $1,700,
and the amount of eamed income so received in excess of $1,700.

"(s) Limitation in case or markten iNtnvmuAis— In the ease of a j/_oint return
Earaﬁraph (5(]_shall lie applied bY‘ substituting '$3,750" for '$2,500". The $3,750 provided
y the preceding sentence shall fie divided between the sgouses in such amounts as may
heagreed on by them, except that not more than $2,500 may be assigned to either
spouse.
"(7) Limitation in the case ok separate returns.—In the case of a married
individual filing a separate return, paragraph (5)
*$1,875' for '$2,500".
"(s) Definitions.-——For purposes of this subsection—
~ "(A) Pujiuc retirement system defined.—The term 'Public retirement system'
incans a ?ensmn, annuity, retirement, or similar fundor system establishedhy. the
United States, a State, & possession of the. United States, any political subdivision
of any of the foregoing, or the District of Columbia.
"(11) F.aiineo income—The term ‘earned income’ liasthe meaning,assigned to
such term by section 911(b), except that such term docs not “include any
amount recelved as a pension or annuity.

“(f) Nonresident Amen_Inm.iciiii.f you Ckijiit—Nocredit shall lie allowed under this
fcctiou” to any nonresident alien.”

e (O Prior Law
Code Sec. 37 before amendment;

SEC. 37. RETIREMENT INCOME.

Generali. Rim.f..—IP tﬁ]he ease of an in[LjviduaL vlvlh%elias rece(jved eamned

. (a
mcor}]e) before hhe eginning 0 e,taxahble eyez%r, tlirre s Eﬁ allowed as a
credit against the tax Imposed by 1bis chapter forthe taxable year an amount

‘Act See. 503(a) 111108

shall he applied by substituting
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® 0 Prior Law
equal to ercent, in the case . taxa)'- year begipnin r .15 per-
cgnt |nt Ease 0? a taxab? ﬁe'fa'r eginning tflc¥ ece%gerii(ll 8? ? P
amou t received b indiyidual a g3Irn -ment. inco S erned In s bsec
tron gc andﬁ gs rﬁrte suﬁsecthon?d) but this cre rt | not exceed stisli .

duce the credits allowanl under sectron F rEre atrmgtl%nta%rr\wrt

t soyree on tax- { covenant bon s)tsectron re atrn)g

cred , and section 35 (relating to partially tax-exempt interest

(J Individyal Who Hﬂs Rirr, rvrn Earned Income—For purposesof subsec
}ron ) an |H tvrduak he consr ered to have recel %rne Income
Ie has Tecelved, In each of any 1o calendar ears efore t e taxa le year, earne
income (as defined In subsection g?} in. excess tWO A W(J ow or idower
whosg spouse . had received such edrhied income shall he considered to have re-
celved earned income.

, n°3 Retirement Income—For purposes of subsection (a), the term "retirement
income" means—

n the case of an individual who has attained the age of 65 Ix-forc
the cq ge Iof tﬂe tax PbIe year, 'Pnédtngtrovdr_ | / v

ho [)3 Q[p%nsronesenanadn %(?nnimeese jine udrtrhge mithl)e%t%?e eocftrgrrr] Jgg(‘\“?ml

istri utrons a tr ed in section -1o Ich 1S exemp
tax under sec
[ rnterest
C rents,
dividends,
ds descrr ed in sectjon 105 ) which are received un er
ugtlr rer? urc Pan descrrbed Prg scron %fa or n a
trr utro rom a rust descrined In sectroB 101(a !) rs exempt rom
S or retirement bonds" described In section 409,

taé under section 501

ndividual retirement accoynt described in section 40R(a
an indizr'r{ilualI retirement annuity d%scrr ed in section 48%%) &) or

éF in the gase of an individual who lias not attained the age of 65 hefore
% ose .of the taxable year r cogre from pensio s an annuities under a
lic retirement system fas defined in subsection

t0 e extent included ill 8ss income without reference to this sectror] but only
to the éexéent sucﬁ Inco $ 0es notrepresent compensation for personalservices
rendered during the taxable year.

mitation on Retirement Income—For ur oses of subsection (a), the
amorg t) oﬁlreltrrerlnent mcom'e shall not exceed §l§)24 8sS— 2

B ?] In the case of any individual, any amount received by the individual
as a pension or annuity—

(A) under title Il of the Social Security Act,

(11) under the Railroad Retirement Acts of 1935 or 1937, or

(C) otherwise excluded from gross income, and
(‘2) in the case of an(v individual who lias not attained age 72 before

the close of the taxable yea
g |f such individual Iras not attained age 62 before the close. of

faxable year, H amount earne |||r mg gzi\s eﬁne %su section

E e) In excess of $91K) recerve by suc ual in the taxable year, <

] yar, S atn R el o
recelved °h é(r)vrgrt]rg ” E‘te taxable Xear In excess of 126(1

le amount Of earned Income S0 I'GC(:‘IVE

o n Suces of b

111108 Ad See. 503(a) .
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| t prior Law.

(©) Rutr. rns Aiti. |‘cat|on ok Seusrmos cI Subsecno «1 1) shall
not aPP'X to any a ouqt ex? ded from gross incom rsecton7 a in o
nnulties), 101 Tre ﬁtm to life miurance rocees t||| to co pensa i0
nr injuries or sic nessd 105 (I8 ath amouns recelve under accident an
Jgglh glans) <102 (lrea |?% to, taxabl tm of beneficiary of employees’ trust), or

relating to taxation of mployee annities).

tf ) Purtic Rr.riur MKNT Sysii:m thntd—bnr pur oses of subsectjon (c (23,
the err? é)ubllc retirement sstem means aép nsion nnun[y retlreme t,
5|m|ar un { stem establ hed b{}/ the United States, ?ae %rrltoz
?ossesa%n 0 |éeﬁi Bates any political subdivision of any of ore-
going, or t eDlstrlcto olum

eq Earnm Incomk Prn. vrB —For purposes of subsections $ ) .and (dg (9)1
lie term "earned Income” ha(tis e meamnl? assigned to such term in section 91
rian%cie)?t that sucil term does not Include ay amount received as a pension

tllg ﬁtonrksmknt Ai.ifn Imtmudr toT Ckkoit.- -Xo credit shall be allowed
umlct Subsection (a) to any nonresident alien.

(i) Simciai. RutiiS roit O btain Married CourtKS.—

Ruct|on—A liyshand and wife .who make a joint return for the
attg r and both oLfJ w?a attave attained tlie age oH 65 be?ore the_close

ear m% elect (at such time. and in stch manner as the Secre-
ﬁry or ﬁ {/ u t|ons ﬁregcnbes to determine the am?unt of
the cre st a ow by su ectlon y applying the prcivisiors of para-

S ks If an elect de und h (1) for th
taxablg yerarr (Ar tgltjtlrposses fan election (|s)ma e under paragraph (1) for the

r% ) if either s ouse IS an |nd|V|du who Ila]s received ealr %d
inco e W|th|n the eanlng of subsection g the other spouse shall
%on5| ered to he a individual who lias received earned mcome within
he meaning of surll su section; an

’%It su sectlon ) shall be con3|dered as providing that the amoun
%t 5 com ne re ”F ent Income of spouses “shall not e c

2286, less t amounts specl |ed in paragrap S (1) an
of su sectlon or gac

(J) CrossRetl‘lerence ot where 1 e by Secret ’
disallowanc it where tax is compute ecretary or his
delegate see section %01{ f Y P y Y
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ACT SEC. 501. CREDIT FOR CHILD CARE EXPENSES.
Aft Sec, 501 (a) Aliowanci:", ok Credit 10ic Cium Cahk Expenses.—

_EI) In CEil.itai.—Subpart A of part IV of sube.haptcr A of chapter 1 (relatiiif: to
f|0|I_S allowable) is amended by inserting before section 15 the following new

ection:
[Code Sec. 14A]
UC. HA. EXPENSES FOR HOUSEHOLD AND DEPENDENT CARE SERV—
ICES NECESSARY FOR GAINFUL EMPLOYMENT.

'ft) ALJOWANO: of Credit.—In the case of an individual who maintains a household

Includes as a member one or more qualifying individuals (as defined in subscc-

F<)(!)) there shall he allowed as a credit against the tax imposed by this chapter

* ' taxable year an amount equal to 2o percent of the emplo%ment-related expenses
U fined in subsection (c)(=)) paid by such individual during the taxable year.

'(b) AITLICATION With Onjkh Credits—The credit allowed by subsection (a) shall

teeirrol die amount of the tax imposed by this chapter for the taxable year reduced by the
the credits allowable under—
"(1) section 35 (relating to foreign tax credit),

"(2) section 37 (relating to credit for the elderly),

“(3) section 3f! (relating to investment in certain depreciable property),

“(1) section 40 (relating to expenses of work incentive programs),

"(5) section 41 (relating to contributions to candidates for public olTicc),

"(<i) section 42 (relating lo general tax credit), and

“(7) section 44 (relating lo purchase of new principal residence).

, *(<) Definitions of Qualifying |ndividual and Employment-Relatfd Expenses—
* P>fl«Krs of this section—

"(1) Qualifying individual —The term ‘qualifying individual’ means—
"(A) a dependent of the taxp_a?/er who is under the age of 15 and with rc-
Ipcct to whom the taxpayer is entitled to a deduction under section 151(c),

Acf See. 504(a) (11190
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"(B) a dependent of the taxpayer who is physically or mentally incgji.!,
of caring for himself, or

"(C) the spouse of the taxpayer, if he is physically or mentally incapable &
car'rng( fgr himselt Pay physically y Incap

“(2) EmIUyment-related expenses.—

*A In qene_ral.—The term ‘employment-related expenses’ means arnnnv.
Pald or the following expenses, but only”if such expenses arc incurred to cii.iP
he taxpayer lo, be gainfully employed for any period for which there arc 1(
more qualifying individuals with respect to the taxpayer:

"(i) expenses for household services, and
"(i1) expenses for the care of a qualifying individual.

“(B) Exception—Employment-related expenses described in subparagr.i;
(A) which are incurred for ‘services outside the taxpayer's household . shall |,
faken into account only if incurred for the care of a qualifying individual it
scribed in paragraph (1)(A).

"(d) Dollar Limit on Amount Crkuitahle—The amount of the cmplo¥mcnt-rduM
expenses incurred during any taxable year which may be taken into account under rni
section (a) shall not exceed—
" oo) if there is 1 qualifying individual with respect to the taxpayer for suili
ekl o4 + Qualting ; &
"(2) $1.000 if there arc 2 or more qualifying individuals with respect to the taxpajo
for such taxable year.

"(c) Earned Income Limitation—

"(1) In general.—Except as otherwise provided in this subsection, the amount il
the employment-related exBense_s incurred ‘during andv taxable year which may Ik
taken into account under subsection (a) shall not exceed—

"(A) inthe ease of an individual who is not married at the close of Midi
year, such individual's earned income for such year, or

"(B) in the ease of an indjvidual who is married at the close of such year

the lesser of  such individual's earned income or the earned income ofhis spnu.r

for such year.

“(2) Special rule tor spouse who is a student incapaiile ok caring for ittMsn.r-
In the ease of a spouse who is a student or a qualified individual described in sulr.n-
lion (c)(a)(C), for purposes of paragraPh E_I), such spouse shall he deemed for r.nli
month during which such spouse is a full-time student at an educational iurtifnti<
gfr rllsotSLljé:shs a%h%trj]allfymg individual, to he gainfully employed and to have earned inconi'

"(A) $166 if subsection (d)(1) applies for the taxable year, or

*(11) $333 if subsection (d)(2) applies for the taxable year.
In the case of any luishiuid and wife, this (>nmgruplt shall apply with respect lo only
sjxiusc for any one’month.
"(f) Special Rules.—For purposes of this section—

m Maintaining housee ..—An individual shall he treated as maintaining J
housenold for any pefiod only it over half the cost of maintaining the household -1
such period is furnished by such individual Jor,, if such individual is married duri'i.'
ruch period, is furnished bysuch individual and his spouse).

"(Zr) Makiiieii couples must iilk joint return— If the taxpayer is married at [>f
close of the taxable year, the credit shall he allowed under subsection (a) ordy if
taxpayer and his sj>dusc file a joint iclurn for the taxable year.

"(3) Marital status—An individual legally separated from bis spouse under *
decree of divorce or of separate maintenance shall not be considered as married.

ni90 Act Sec. 504(a)
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»(<) Cl »TAN MARRIED individuals living aiart.— | f—
"(A) *n individual who is married and who files a separate return—

"(i) maintains as his home a household which constitutes for_more than
one-half of the taxable year the principal place of abode of a qualifying indi-
vidual, and

"(i1) furnishes over half of the cost of maintaining such household during the
taxable year, and

"(I") during the last G months of such taxable year such individual's spouse

b out 3mcmlicr of such household,
.|, individual shall not be considered as married.
«(5) SriciAl, dependency test in case Or divorced parents, etc.— | f—

“(A) a child (as defined in section 151(c)(3)) who is under the age of 15
N ph){SlcaI_Iy or mentally incapable of caring for himself receives over half
|k mpl'ort during the calendar year from his parents who arc divorced or legall
I>p.iratcd under & decree of divorce or separate maintenance or who arc separated
under a written separation agreement, and _

“(I1) such child is in the custody of one or hoth of his parents for more than
nwdialf of the calendar year,

tt.ile rave of any taxable year beginning in such calendar year such child shall be
Liind as being ‘a qualifying individual “described in subparagraph (A) or (B) of
1.Vilion (c)(L), as the 'ease may he, with respect to that parent who has custody
I« i lunger period during such _calendar_)[/ear than the other parent, and shall not he
fiit'd “heing a qualifying individual with respect to such other parent.

(<) Payments to related individuals.—

"(A) In general—Kxccpl as provided in subparagraph (B), no credit shall
I tllowcd undger subsection (a) for any amount paid by the taxpayer to an imli-
viduil bearing a relationship. 1o the taxpayer described ‘in paragraP S (1() through
{X) (if section 152(a) grelatlng lo definition of dependent) or to a dependent
Ifucribed in paragraph (9) of such section.

_"(I1) Excretion.—Subparagraph (A) shall not apply to any amount paid by
llir taxpayer to an individual "with respect to whom, for the. faxable year of the
Inp.iycr in which the service is performed, neither the taxpayer nor his spouse is
minted to a deduction under section 151(e) (relating to deductionfor personal
(I'Inptions for dependents), but only if the service with respect to which such
luiount is paid constitutes employment within the meaning of section 3121(h).

“0) Student—The term ‘student' means an individual who during each of 5
n‘oidir tmonths during the taxable year is a full-time student at aneducational
' nation,

'<*) |'hucational organization—T he term ‘educational organization' means an
‘wmliimul organization described in section 170 (b)(I)(A)(ii).
h

&I Hmut ATioNS.—The Secretary shall prescribe such regulations as may be necessary
1*1 ™11 the purposes of this section.”

Giikical amendment—T he table of sections for subpart A of part IV of
“*Inptrr A of chapter 1is amended by inserting before the item relating to section
v " Tollowing new item:

<A Ivxpenses for household and dependent care services necessary for gainful
employment.”

[111191]
(«. SO (b) Keit-ai. or Deduction you Child Care. Exit.Nses.—

In cr.NiRAt— Section 214 (relating to cx>cnses for household and dependent care
ntecisary for gainful employnlcntfJ is hereby repealed.

Acl See. 504(b) (11191

Hie (LK  Vorrros<vmYKNYYY - S8, syl g S— -
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° © Prior Law

Code Sec. 214 before repeal:

SEC. 2141 EXPENSES FOR HOUSEHOLD AND DEPENDENT CAPE
SERVICES NECESSARY FOR GAINFUL EMPLOYMENT.

(@ AI1t-OManckof Deduction.—In the case of an individual who maintains *
a household which includes as a member one or more qualifying individuals (as m
defined in subsection (b)(1)). there shall be allowed as a deduction the employ- |
mcnt-rclatcd expenses (as defined in subsection (b)(2)) paid by him during the
taxable year.

(b) D efinitions, Etc—FOr purposes 0f this section—
1) Qualifying individual.—The term “qualifying individual® means—

(A) a dependent of the taxpayer who is under the age of 15 a.id
with respect to whom the taxpayer is entitled to a deduction under
section 151(c),

(D) a dependent of the taxpayer who is physically or mentally
incapable of caring for himself, or
_ (C) the spouse of the taxpayer, :f he is physically 0 mentally
incapable of caring for himself.

@ e mrixivmr.NT-llelated expenses.—The term “"employment-related EX-
penses” means amount paid for the following expenses, hut only if such
expenses are incurred to enable the taxpayer to be gainfully employed:

(A) expenses for household services, and
(13) expenses for the care of a qualifying individual.

@) Maintaining a household—An individual shall he treated as main—
taining a household for any period only if over half of the cost of maintaining
the household during such period is furnished by such individual (or if such
individual is married during such period, is furnished by such individual

and his spouse).
(c) Limitations on Amounts Deductible—

(@) In general.—A deduction shall he allowed under subsection (a) for
employment-related expenses incurred during any mouth only to the extent
such expenses do not exceed $400.

@ Expenses must iie for services in tiie household—

(A) In general—Except as provided in subparagraph (B), a de—
duction shall lie allowed under subsection (a) for employment-related
expenses only if they are incurred for services in the taxpayer's household.

eCtIE) [h ( e |crh are | iEC rreg %(—Jrrelsaetfq%gxgensase t%sctggﬁgyeirns sub-
f? old c%m aken Into account only If incurre eo a

[ym&; |n ua escrl edd d|n subsection (h)( )(A) and[ on
exten ch expenses Incurred during any month 0 not exceed

(i) $200, in the €aS€ of ON€ such individual,
(ii) $300, in the ease of two such individuals, and
(iii) $400, in the ease of three or more such individuals.
tatlo If the ad uste income of the taxpayer
excee<5‘s>${5 ior the taxz?ble P/ear dur| |clg (ig(e enses arc Incyrr é) Ye
amount of the em X[pent related ex eNnses |n urre u |n ontt Su h
e I-

ey 9 6 Sl ot i el Sl e

ﬁ no ﬁu sectif)ns
gross INCome OVEr $35, 000 wh IC

zi\ B eexcssoL gus P
allocable to such month.” For purpo3es of the preceding sentence, If the axpayer

(

1191  Act Soc. 504(b)



Tax Reform Act of 1976 1073

bs PO L AW === — o

| parr dd ring any, period of the taxable year, there ".hall be taken into account
~| com Ine dﬂiste)d pgross income ot(thet xpayer and nls spouse for such period.

(c) Special Rules.—For purposes of this section—

arried couples. must file joint return.—If the t x ayer |s mar-
ried (a? ﬁp{lﬁ cIoFe 0f Pe ta>§able earJ the deéj ctnlon rov?d 3 g/y hsection
(a) ?af d the taxpayer an |s spouse le a mge return
Jomt or the taxable year.

3/5%3“0 fuI em Io me reqmre ent—I‘| Be taF ayer is mamed for
pldy

ur axa year here shall ‘be taken jnto ac -
ent-relate tp%xpense fcurred dunng any month o <ch penod r\ il

basie AO) both sjx>us(s arc gainfully employed on a substantially fuII time

the spouse is a qualifying individual described in subsection
oyt ™ ualiying

o Bt Be”yzea TR, N0 st A, T Wl

aragra C ion referred to any depen ent shaI he treat
R rpled rsuc?t taxame year. y 0%

ayments o related |nd|V|dual NO deduction shaII be allowe
nder subs tion for a amount b the. taxpayer | an n V|du
ean g a relation p to t tax escr in ra ra thro

ctlon 1112(a t| n|t|0n 0 ependent epen ent
escnbe In paragr uc sectlon

F]5) R.educiion for certam payments.—| ﬁhe case of emplogment retated

expenses incurred d unn an taxable ye rso with, respect t
m%m al fotner g ndwd) alyw yIso de crp n S(L tio ﬂ
%b r g F a}mount o seﬁz eﬁ?e ses ma en Into accoun
t)e ) LPce s of this section shall (before the appllc tlo subsection (c))

amod t) if Slfﬁgh”t]t%vé%lrjr?lots described in subsection (b)(L1)(B), by the

year, an 0() such individual's adjusted gross income for such taxable
ing gnghtge disability payments received by such individual dur-

exceeds $250, or

n the ease of a qualifyipg. individual descriped jn sub ectlon
tﬂiﬁming tﬁgetg)ngge yea“ g/aBHny payments received l)y suc?t -

For p r oses of this para I[]agh the term "disability p ment means aép g
men& ? ¥ than agﬁ %ma e on accdugt of t e(n sical or mental
condition of an in al and which is not Iincluded in gross income.

J rﬁulatlons—The Secretary or hhs delegate shall grescnbe such requ-
tiuls as may be necessary to carry out the purposes of this section
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e STATE
of ALASKA

TOI

The Honorable Clem "Pillion
Senate Finance Committee

DATE February 17, 1977
rROW: Milt Barker, Fiscal. Analyst subject: Senate Bill 140
Legislative Finance
At your request, | am attaching the schedule of State support for
child care according to income that is available under the Community
and Regional Affairs program. The income levels indicated are take

home pay I7ss $1,000 for each child in excess of one in day care.

Group | represents AFDC recipients, whose day care 1is funded through
this program in almost all areas of the State. Through the Depart—
ment. of Health and Social Services, a small amount of day care is
funded for AFDC recipients in areas where Community and Regional
Affairs does not have contracts with local organizations and for
AFDC recipients in the WIN program.

FY 78 Governor®"s request for these programs are as follows:

C iR A Child Care $1,565,200
N & S S Day Care . 122,800
WIN Day Care __1R3,_400

Total $1,871,400

Enc.

MB :bf
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Parents who annually deduct a portion of credit be allosed and, conversely, will save
their,;day care payments from state and thatmuch should the aredit not he permitted,
feceral income tax statements have two su-  Juneau Hep. .Pm Duncan said today he B
prise’s in store for them this year. And, as the preparing legir Zdon which would allow the
saying goes, it'sgood news and bad news.  federal credit for day care on Alaskan income

The good news s Use new federal law that tax retums. Other legislators also reportedly
allons day care payments to be taken as a are looking into the dilemma,
addit off the lop of income lax payments  Jenkins said legislation amending the credit
rather then as a mere deduction among other law could face severe "lagistics problems™ as
itemized deductions. The had news isthat the it could take months for a hill to clear the
state can"t follov suit and may h; 7 million legislature and by then many Alaskans will
richer because of it already have filed income tax returms.

In 197G when Congress passed legislation  However. Duncan said parents could fike

granting income tax aredits as incentives for” amended retums with the child care credit
housing construction the Alaska Legislature, and he said he mnned tomake the legislatin
estimating these aredits could be loo astly o retroective © year 3 child care asts.
.the state, passed a law mandating feceral
credits wouldn®t be available to Alaska tax—
payers filirgstate income tax retums until two
years after the aredits are enacted.

Util 197/6 the state automatically piggy-
Jacked on federal income Lax requlations, said
slate auditor Gary Jenkins.

Last year child care payments were con—
sidered deductions and parents could, under a
complicated and restrictive formula, include
these payments under itemized deductions.

However, Congress has passed an amend —
ment alloving child care aosts to he deducted
as a direct addit from income tax payments.

A parent with one child, for example, can
deduct 20 Peroentofhlsdﬁlldcareoostsup Lo}
$100 maximum.

Since the stale does not follow feceral
aedits, child care payments can reither he
deducted nor considered credits on state in—
come tax retums util Jan. 1, 19/

Jenkins said hisstaff snow researching tire
inpact of the lossof chilld care a=dits. He said
his "hip-pocket guess 7is thet the state would
lose an estimated $ to $7 million should the
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STATE OmCE BUILDING roucil SA-JUKEAU SSSI1

February 8, 1977

The Honorable Hugh Malone

Speaker of the House of Representatives
State of Alaska

Pouch 5

Juneau, AK 99311

pear Mr. Malone:.

# - .- #

It has just come to my attention that House Bill 182 has been
Introduced which would make the child care credit provision of

the Internal Revenue Code effective for Alaska purposes retro—
active to January 1, 197b. Please be advised that the Administra—
tion supports this Bill and urges 1its quick passage, Tfailure to
pass the Bill quickly would result in a large number of taxpayers
having to go through the added effort of filing an amended tax
return to claim the credit.

Further, | recommend that the Bill be amended to incorporate the
amendments to Internal Revenue Code Section 37 which were also included
In the Tax Reform Act of 197b. This amendment made some minor changes
In the retirement income credit available to the elderly.

If any of my staff can provide you with additional 1information on
this subject, please feel free to contact me.

-, Sincerely,

Sterling”~Gallagher
Commlssl oner

SG:GLJ:mh
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Introduced: 2/9/77
Referred: Finance

BY COLLETTA, POLAND, HUBER, CROFT,

IN THE SENATE SUMNER AND BRADLEY
SENATE BILL NO. 17(0
IN THE LEGISLATURE OF THE STATE OF ALASKA
TENTH LEGISLATURE - FIRST SESSION
A BILL
For an Act entitled: "An Act relating to tax credits under the Alaska Net
Income Tax Act; and providing for an effective date."

BE IT ENACTED BY THE LEGISLATURE OF THE STATE OFALASKA:

* Section 1. Notwithstanding the language of AS A3,20.021 providingfor
delayed adoption by reference of provisions of the Internal Revenue Code
which change or modify exemptions from tax or credits against tax, sec. 44A
(26 U.S.C. sec. 44A) and amendments to sec. 37 (26. U.S.C. sec. 37) of the
Internal Revenue Code is immediately adopted by reference as part of AS 43.20
and is retroactive to taxable years beginning after December 31, 1975.

* Sec. 2. The only effect of this Act is to accelerate the date of adop—
tion of sec. 44A (26 U.S.C. sec. 47(A) and the amendments tosec. 37 (26 U.S.C
sec. 37) of the Internal Revenue Code as part ofAS 43,2.0, In all other
respects, see. 47(A (26 U.S.C. sec. 47R) and the amendments to sec. 37 (26
U.S.C. sec. 37) of the Internal Revenue Code shall be treated in the same
manner as though adopted under the provisions of AS 43.20.021.

* Sec. 3. This Act takes effect immediately in accordance with AS 01.10.-
070(c) and terminates on the date that sec. 44A (26 U.S.C. sec. 44A) and the
amendments to sec. 37 (26 U.S.C. sec. 37) of the Internal Revenue Code would

otherwise be adopted by reference under the provisions of AS 43.20.021(a).

SB 140
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Original sponsors: Parr, Duncan, Offered: 2/15/77
Miller, ct al Referred: Rules

IN THE HOUSE BY THE FINANCE COMMITTEE
CS FOR HOUSE BILL NO. 182
IN THE LEGISLATURE OF THE STATE OF ALASKA
TENTH LEGISLATURE - FIRST SESSION
A BILL
For an Act entitled: "An Act relating to tax credits under the Alaska Net
Income Tax Act; and providing for an effective date."
BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA:
* Section 1. Notwithstanding the language of AS 43.20.021 providing for
delayed adoption by reference of provisions of the. Internal Revenue Code
tfhich change or modify exemptions from tax or credits against tax, sec. 44A

(26 U.S.C. sec. 44A) and the 1976 amendments to sec. 37 (26 U.S.C. sec. 37)
?f the Internal Revenue Code are immediately adopted by reference as part of
\S 43.20 and are retroactive to taxable years beginning after December 31,
1.975.

* Sec. 2. The only effect of this Act is to accelerate the date of adop-
:ion of sec. 44A (26 U.S.C. sec. 44A) and the 1976 amendments to sec. 37 (26
J.S.C. sec. 37) of the Internal Revenue Code as part of AS 43.20. In all
Jther respects, sec. 44A (26 U.S.C. sec. 44A) and the 1976 amendments to sec
57 (26 U.S.C. sec. 37) of the Internal Revenue Code shall be treated in the
mine manner as though adopted under the provisions of AS 43.20.021.

* Sec. 3. This Act takes effect immediately in accordance with AS 01.10.
170(c) and terminates on the date that sec. 44A (26 U.S.C. sec. 44A) and the
.976 amendments to sec. 37 (26 U.S.C. sec. 37) of the Internal Revenue Code
jould otherwise be adopted by reference under the provisions of AS 43.20.-

121(a).

-1- CS11B 182
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THE LEGISLATURE OF THE STATE OF ALASKA
TENTH LEGISLATURE

FISCAL NOTE

REQUEST

Bill/Resolution No. Senate Bill 140

Title An Act relating to tax credits under the Alaska Net Income Tax Act
Requested bv Senate Finance Committee Date 2-9-77

FISCAL DETAIL

Agency Affected Revenue

Program Category Affected Fiscal Services
Budget Request Unit(s) Affected Audit

EXPENDITURES (Thousands of Dollars)

FY 77 FY 78 FY 79 FY 80 FY 81 FYy 82

PERSONAL SERVICES
TRAVEL
CONTRACTUAL
COMMODITIES
EOUIPMENT

LAND & STRUCTURES

GRANTS, CLAIMS, ETC-

TOTAL -0- -0- -0- -0- -0- -0-

FUNDING (Thousands of Dollars)

GENERALFUND
FEDERAL FUNDS

OTHER (Specify)

POSITIONS

FULL TIME
PART TIME
TEMPORARY

ANALYSIS (See Fiscal Note Preparation Instructions, Section HI)

If this bill 1is passed within the next month, there will be minimal effect
on the Department. There will be an increasing impact with the passage
of time after the one month period.

This bill will result in approximately $1,000,000 loss of revenue to the
General Fund. A

£ 00(tttj ~ 2)0t),0e6~ O0OuU <is. d(/.)
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COMMITTEE REPORT

SENATE

2/9/77

Mr.

The Committee on Finance has had.

President:

Ala.-ska Far. Ineor.a 'Cay. Act '

under consideration.

/~7

/J

[~7

recommends it do pass

recommends it donot pass

recommends it do pass withattached amendment(s)
recommends it be replacedwith CSfor

CS for do pass

(and) recommends it be referred to the
committee

reports it back without recommendation

AND attaches a report of its intent

(other)

MEMBERS SIGNING THE MAJORITY REPORT:

Fa,. " i -

A,

MEMBERS NOT CONCURRING IN THE MAJORITY REPORT:

A)

/-ﬁs\NAsUs—w recommends: L yO / A

/ recommends:

recommends:

mft. -A .

Chairman

» 1->0

A majoriA/ of the members of the Committee

Date

and that
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IEIMAEETMFLIXT m< KB<:VFI2:VIJfI<:
OFFICE OF THE COMMSSIONRR

January 26, 1977

The Honorable John Sackett
Chairman, Senate Finance Committee
Alaska State Legislature

The Honorable Steve Cowper
Chairman House Finance Committee
Alaska State Legislature

Dear Senator Sackett and Representative Cowper:

I have included in this letter an itemization of changes in
the federal 1income tax code which are not incorporated by
reference into the Alaska income tax statutes (AS 43.20). 1
bring these items to your attention in order that the
legislature may make policy determinations on their inclusion
or continued exclusion.

In Section 1, Chapter 125 SLA 1976, the income tax statute
was amended to provide that newly enacted provisions of the
Internal Revenue Code which change or modify exemptions fronm
tax or credits against tax would not become incorporated by
reference into Alaska law until the second January following
their enactment by Congress. Thus the Alaska Legislature
would have two years in which to decide whether changes or
modificabions in federal exemptions or credits should apply
for Alaska purposes. In 1976 Congress made two major changes
in the tax credit area which were not incorporated into
Alaska law. These two credits are as Tfollows:

1. Congress repealed the child care itemized deduction and
substituted in its place a credit equal to 20% of child care
expenses up to a ceiling amount. The ceiling is $2000 1in child
care expenses for 1 dependent ($400 credit) or $4,000 in child
care expenses Tfor 2 or more dependents ($800 credit). In
addition to making it a credit rather than a deduction, Congress
eliminated the previous income limitation. Since the previous
itemized deduction was repealed and its replacement is a
credit, Alaska has neither the deduction or the credit until
the 1978 tax year when the credit will become 1incorporated.
Specific legislative action will be necessary to eliminate

the credit permanently or to make it apply sooner.

2. Another tax credit change 1is the change made to the
retirement income credit (IRC Section 37). This credit
has been renamed a credit for the elderly since the credit



is no longer restricted to retirement income. The new
change broadens the base from just retirement income to
all income from which the 15 per credit is calculated.

In addition the maximum amount of income against which
the credit can apply has also been increased to $3,750 for
married couples filing jointly both of whom are over

65 and $2,500 for single persons. The ceiling was
previously $1,524 per person. Unless the legislature
takes specific action the old credit rules will apply
until the 1978 tax year. The department recommends that
the new changes be adopted for Alaska purposes.

In addition to federal credits and exemptions which are
not automatically incorporated by reference, federal
changes in federal tax rates and federal tax tables are
not incorporated by reference since Alaska has adopted
its own separate rate schedule. A change was made 1in

the calculation of the 1976 federal tax tables. The

new federal law replaced the optional tax tables based

on adjusted gross income with new tables based on taxable
income. Previously taxpayers who had under $20,000 1in
adjusted gross income and did not itemize their deductions
could go straight to the tax tables to find the amount of
tax without further calculations to determine the dollar
amount of exemptions or standard deduction. The tables
automatically calculated the exemptions and standard
deduction. With the change to taxable income the taxpayer
will have to compute his or her standard deduction and
exemptions prior to going to the tax table. Since Alaska
law bases its tax tables on adjusted gross income the
federal change will not apply. The department recommends
that tax tables for Alaska 1income tax purposes remain
based upon adjusted gross income rather than upon taxable
income because it simplifies the tax calculation for the
taxpayer.

If you, or your staff have any further questions about
recent federal income tax changes please let me know.

Sincerely,

Sterling Gallagher
Commissioner
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TRANSCRIPT FROM TAPE
TESTIMONY OF JESSIE DODSON
RE: SB 140

February 17, 1977

I am Jessie Dodson, Special Assistant to Governor
Hammond, and the Administration met with the
Department of Revenue and we support the concepts
of this being granted, the exception, and while
our prime concerns were mechanical at first, we do
concur that it should go back to the 1976 date.
That it should go back to the 1976 date?

Yes, for this year®"s filing.

Senator Tillion

You are willing to swallow the million dollars or so that
will cost?

(Reply inaudible.)

I don"t know whether I want to.

Okay, 1 want this for the record.

We are aware of the cost.

Do you have any other comments to make?

No.

Are there any questions?

Senator Orsini

Mr. Chairman, yesterday in our discussion it was

indicated that there was a possibility that it was

it
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a lot more than a million dollars, that it may be
up to 5, 6, or 7 million dollars. Has that been
pinned down yet? Do you know for sure that it"s

a million- that®s a nice round number.

I think Gary will know.

I think that the Department of Revenue can answer that,
A million is the bottom lbelieve isn"t it? The
least it could cost?

Senator Orsini

Does this indicate that the administration has changed
its policy on the balanced budget percentage 1income
from various, or relating, or ongoing projects?

No. It"s certainly not a change in policy with
regard to that. I think that Gary can speak more
clearly to just exactly how we intend to do it, but
it is our intention that we can still make it a
balanced budget.

Well balancing the budget is no problem, because we
have plenty of income.

Sure.
The problem was the percentage.
You are referring to the 69%?

Right.

No, I don"t think that has changed at all.
We are in effect taking a million dollars or more

out of the repetitive income, then shouldn®"t we



have a like amount or increased amount out of the
non-repetitive income, or else decrease our expenditures
by that amount? We are changing the formula somewhere.
It should appear some other place and | am wondering
where else it appears.
DODSON: Well, as | said, | would rather Gary speak to that.
I don"t know exactly where else it appears. We have
not changed our philosophy at all.
SACKETT: But you do support the bill?
DODSON: We feel that this is a proper way to goand I"m
sure that when we discuss where it"s going tocome
TILLION: Yeah, 1 want to know where the money 1isbheing cut out.
DODSON: I don"t know.
SACKETT: Are there any other questions of Mrs. Dodson?
Senator Butrovich
BUTROVICH 1"d like to know what is your definition of elderly?
DODSON: Definition of elderly?
BUTROVICH Yes, | was reading this memo here.
DODSON: I don"t have a copy of the memo. I think it"s over 65.
SACKETT: Are there any more questions of Mrs. Dodson?

Thank you Mrs. Dodson.



Introduced: 2/9/77
Referred: Finance

BY COLLETTA, POLAND, HUBER, CROFT,

1 IN THE SENATE SUMNER AND BRADLEY

2 SENATE BILL NO. 140

3 IN THE LEGISLATURE OF THE STATE OF ALASKA

4 TENTH LEGISLATURE - FIRST SESSION

] A BILL

G For an Act entitled: "An Act relating to tax credits under the Alaska Net
/ Income Tax Act; and providing for an effective date.”

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

0 * Section 1. Notwithstanding the language of AS 43,20.021 providing for
10 delayed adoption by reference of provisions of the Internal Revenue Code

11 Wwhich change or modify exemptions from tax or credits against tax, sec. 44A
12](26 U.S.C. sec. 44A) and amendments to sec. 37 (26. U.S.C. sec. 37) of the
131|Internal Revenue Code is immediately adopted by reference as part of AS 43.20
K "and is retroactive to taxable years beginning after December 31, 1973.

* Sec. 2. The only effect of this Act is to accelerate the date of adop—

&

tion of sec. 44A (26 U.S.C. sec. 44A) and the amendments to sec. 37 (26 U.S.C.

S

17 sec. 37) of the Internal Revenue Code as part of AS 43.20, In all other
respects, sec. 44A (26 U.S.C. sec. 44A) and the amendments to sec. 37 (26

B8

10 U.S.C. sec. 37) of the Internal Revenue Code shall be treated in the same
70 manner as though adopted under the provisions of AS 43.20.021.

7 * Sec. 3. This Act takes effect immediately in accordance with AS 01.10.-
-7 070(c) and terminates on the date that. sec. 44A (7.6 U.S.C. sec, 44A) and the
7,3 amendments to sec. 37 (26 U.S.C. sec, 37) of the Internal Revenue Code would

21 Otherwise be adopted by reference under the provisions of AS 43.20.021(a).

70
7/

70

Il 1- SB 1.40
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Original sponsors: Parr, Duncan, Offered: 2/15/77

Miller, et al Referred: Rules
I IN THE HOUSE BY THE FINANCE COMMITTEE
?h CS FOR HOUSE BILL NO. 182 am S
jf IN THE LEGISLATURE OF THE STATE OF ALASKA
4 ; TENTH LEGISLATURE - FIRST SESSION
51 A BILL
For an Act entitled: "An Act relating to tax credits under the Alaska Net

i Income Tax Act; and providing for an effective date."
a BBE IT ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA:
v * Section 1. Notwithstanding the language of AS 43.20.021 providing for
10 delayed adoption by reference of provisions of the Internal Revenue Code
11 which change or modify exemptions from tax or credits against tax, sec. 44A
T (26 U.S.C. sec. 44A) and the 1976 amendments to sec. 37 (26 U.S.C. sec. 37)
3 of the Internal Revenue Code are immediately adopted by reference as part of
M AS 43.20 and are retroactive to taxable years beginning after December 31,

1975.

16 * Sec. 2. The only effect of this Act is to accelerate the date of adop-

“ Ition of sec. 44A (26 U.S.C. sec. 44A) and the 1976 amendments to sec. 37 (26

1B U.S.C. sec. 37) of the Internal Revenue Code as part of AS 43.20. In all
19 other respects, sec. 44A (26 U.S.C. sec. 44A) and the 1976 amendments to sec

A 37 (26 U.S.C. sec. 37) of the Internal Revenue Code shall be treated in the

21 same manner as though adopted under the provisions of AS 43.20.021.

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

n Sec. 43.20.215. REPARATION FOR LATE PAYMENT OF REFUNDS. Five

2 per cent shall be added to the tax refund for each 30-day period or

a fraction of the period during which the department fails to issue a

26 refund to which a taxpayer is entitled under this title, unless it is
a shown the failure is due to a reasonable cause and not wilful neglect.
28 The first refund period shall begin 30 days after the department has
X received a taxpayer®s income tax return. The additional amount paid

-1- CSHB 182 am S



TO:

f-
Honorable John Sackett
Chairman, Senate Finance Committee

date : February 10, 1977

M B
from:Milt Barker, Fiscal Analyst subject: SB 140 and HB 182

Legislative Finance Division

Both SB140 and HB182 would incorporate the federal provisions
for a tax credit based on child care expenses into State law,
while SB140 would incorporate the tax credit for the elderly
as well.

The fiscal note on the two bills is the same (a loss of $1,000,000
in revenue) because the revenue loss from enacting the tax credit
for the elderly is miniscule. This 1is because Alaska has fewer
aged persons than average, few of these persons Tfile income tax
returns, those that do report very little income, and any elderly
tax credits in excess of tax liability are not refundable. A
description of the tax credit for the elderly, which 1is reduced
both by pension or annuity income and earned income in excess of
given levels, is appended along with a description of the former
retirement income credit.

The $1,000,000 revenue loss which relates almost entirely to the
child care tax credit is just Revenue®"s wild guess; they have no
basis for estimating because few Alaskans itemize deductions -
child care expenses were formerly an allowable deduction. As

a credit, more people will claim such expenses and they will
claim more dollars since the provisions have been liberalized in
several ways. A description of the old deduction and new credit

is appended.

Revenue estimates maybe 12,000 returns which would mean $83 credits
on average. However, an initial Revenue guess quoted in the papers
was perhaps as much as $5,000,000 or $6,000,000.

One factor which would tend to limit the revenue loss for child
care expenses is the State program for day care assistance 1in
Community & Regional Affairs which funds day care for middle
income families on a sliding scale as well as AFDC families.

Thus, enactment of this credit would tend to offer greater re—
lief to higher income families. These families, who are permit—
ted a 20% credit of child care expenses at the federal level,
would be subsidized an additional 16% of this amount at the state
level, a total of 23.2% of child care expenses. However, total
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Original sponsors: Parr, Duncan, Offered:  2/15/77

Miller, et al Referred: Rules
1 IN THE HOUSE BY THE FINANCE COMMITTEE
2 CS FOR HOUSE BILL NO. 182 am S
1 IN THE LEGISLATURE OF THE STATE OF ALASKA

4 TENTH LEGISLATURE - FIRST SESSION

6 A BILL
6 For an Act entitled: "An Act relating to tax credits under the Alaska Net

!%

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

Income Tax Act; and providing for an effective date."”

\ * Section 1. Notwithstanding the language of AS 43.20.021 providing for
0 delayed adoption by reference of provisions of the Internal Revenue Code

11 which change or modify exemptions from tax or credits against tax, sec. 44A
i (26 U.S.C. sec. 44A) and the 1976 amendments to sec. 37 (26 U.S.C. sec. 37)
B of the Internal Revenue Code are immediately adopted by reference as part of

L §AS 43.20 and are retroactive to taxable years beginning after December 31,

f1975.
B * Sec. 2. The only effect of this Act is to accelerate the date of adop—
o/ tion of sec. 44A (26 U.S.C. sec. 44A) and the 1976 amendments to sec. 37 (26

B y.s.c. sec. 37) of the Internal Revenue Code as part of AS 43.20. In all
9 other respects, sec. 44A (26 U.S.C. sec. 44A) and the 1976 amendments to sec.

70 37 (26 U.S.C. sec. 37) of the Internal Revenue Code shall be treated in the

21 same manner as though adopted under the provisions of AS 43.20.021.

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

23 Sec. 43.20.215. REPARATION FOR LATE PAYMENT OF REFUNDS. Five

24 per cent shall be added to the tax refund for each 30-day period or

S fraction of the period during which the department fails to issue a

26 refund to which a taxpayer is entitled under this title, unless it is
27 shown the failure is due to a reasonable cause and not wilful neglect.
28 The first refund period shall begin 30 days after the department has
29 received a taxpayer"s income tax return. The additional amount paid

-1- CSHB 182 am S
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to a taxpayer under this section may not exceed 25 per cent of the

refund due.

* Sec. 4. This Act takes effect

070(c) and terminates on the date that sec.
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immediately

SecC.
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021(a).
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Honorable John Sackett
Chairmanr Senate Finance Committee

date : February 10, 1977

M B
from:Milt Barker, Fiscal Analyst subject: SB 140 and HB 182

Legislative Finance Division

Both SB140 and HB182 would incorporate the federal provisions
for a tax credit based on child care expenses into State law,
while SB140 would incorporate the tax credit for the elderly
as well.

The fiscal note on the two bills is the same (a loss of $1,000,000
in revenue) because the revenue loss from enacting the tax credit
for the elderly 1is miniscule. This 1is because Alaska has fewer
aged persons than average, few of these persons file income tax
returns, those that do report very little income, and any elderly
tax credits in excess of tax liability are not refundable. A
description of the tax credit for the elderly, which is reduced
both by pension or annuity income and earned income in excess of
given levels, 1is appended along with a description of the former
retirement income credit.

The $1,000,000 revenue loss which relates almost entirely to the
child care tax credit is just Revenue®"s wild guess; they have no
basis for estimating because few Alaskans itemice deductions -
child care expenses were formerly an allowable deduction. As

a credit, more people will claim such expenses and they will
claim more dollars since the provisions have been liberalized 1in
several ways. A description of the old deduction and new credit
is appended.

Revenue estimates maybe 12,000 returns which would mean $83 credits
on average. However, an initial Revenue guess quoted 1in the papers
was perhaps as much as $5,000,000 or $6,000,000.

One factor which would tend to limit the revenue loss for child
care expenses 1is the State program for day care assistance 1in
Community & Regional Affairs which funds day care for middle
income families on a sliding scale as well as AFDC families.

Thus, enactment of this credit would tend to offer greater re—
lief to higher income families. These families, who are permit—
ted a 20% credit of child care expenses at the federal Ilevel,
would be subsidized an additional 16% of this amount at the state
level, a total of 23.2% of child care expenses. However, total



Memorandum -2- February 10, 1977

relief combining day care assistance with tax credits would still
exhibit a somewhat progressive structure. If a more progressive
structure 1is desired, it could be achieved by augmenting the day
care assistance program rather than enacting the tax credit.

Until the State develops a tax expenditure budget which shows
the amounts of revenue lost each year due to special tax pro-—
visions, greater accountability is retained by augmenting day
care assistance rather than enacting a tax credit. Control 1is
also more flexible in that program regulations and levels of
funding are more easily adjusted than statutory tax provisions.
On the other hand, the administrative costs of this account--
ability and control are largely obviated through the use of

a tax credit.

IT it is desired that the tax credit be available for the
1.976 tax year, legislation should be enacted at once to avoid

the administrative costs of amended returns. On the other
hand, the necessity of filing amended returns would probably
limit such claims for 1976. IT the credit were not to be made

effective until the 1977 tax year, there need be no rush.
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Introduced: 2/16/76
Referred: Finance

BY MILLER, COLLETTA, CROFT, FERGUSC
HUBER, RAY AND.ZIEGLER
IN THE SENATE

SENATE BILL No. 664

IN THE LEGISLATURE OF THE STATE OF ALASKA
NINTH LEGISLATURE - SECOND SESSION
A BILL
For an Act entitled: "An Act relating to the making of reparations to the
taxpayer for late payment of tax refunds.™
BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA:
* Section 1. AS 43.20 is amended by adding a new section to read:

Sec. 43.20.215. REPARATION FOR LATE PAYMENT OF REFUNDS. Five
per cent shall be added to the tax refund for each S(lday period or
fraction of the period during which the department fails to issue a
refund to which a taxpayer is entitled under this title, unless it is
shown the failure is due to a reasonable cause and not wilful neglect.
The additional amount paid to a taxpayer under this section may not
exceed 25 per cent of the refund due. The department shall prescribe bhi-

regulation circumstances which constitute reasonable .cause for purposes

of this section.

SB 664
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l. REQUEST
Dill

No.

THE LEGISLATURE OF THE STATE OF ALASKA

Second Session

Senate Bill 66A

FISCAL ROTE

Ninth Legislature

mTitle: Act relating to reparations to the taxpayer tor late payment (IJ:rWtax refunds.

Requested by:

Return

Date Requested:
Revenue

R. D. Stevenson

2-18-76

Date

~

Aud it

Agency:

FISCAL DETAIL

Program:

Administrative Services and Audit

T~ Budget Request Unit(s) Affected:
A. EXPENDITURES:" (Thousands of dollars)
N
" OBJECT FY 76 FY 77 FY 78 .FY 79 FY 80 FY 81
100 PERSONAL SERVICES 13A.A 136.2 162.0 163.8 189.6
200 TRAVEL
300 CONTRACTUAL _J.6 8.6 9.5 10.5 11.A
A0O COMMODITIES
500 EQUIPMENT
600" LAND & STRUCTURES
700 GRANTS, CLAIMS, ETC.
TOTAL
None 1A2.0 1M».8 171.5 177-3 201 .0
B.. FUNDING: (Thousands of dollars)
GENERAL FUND None 1A2.0 lkk.8 171.5 177.3 201 .0
FEDERAL FUNDS
OTHER
%
C. POSITIONS:
PERMANENT/TEMPORARY 0/0 5 /8 5/ 9 16/10 6/11 7 /12
MAN MONTHS (P./T.) 0/0 60 /16 60 / 18 72 /20 72/ 22 8k [2k
I11. ANALYSIS (See Fiscal Note Preparation Instructions, Section 111)
There are many variable:, on how this bill might operate. Assuming it is determined
that we had to insure issuance of any refund within 30 days of receipt, the above
staffing would be required.
IV. ATTACHMENTS ~ee memo dated 2—18-% attached.
>
r. DATE: ,3 PREPAREIX BY j~
7
Original: Legislative Finance ‘/ Y
cc: Budget and Management
Prime Sponsor (First Legislator Named)
J1ls S0



