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THE LEGISLATURE OF THE STATE O F  ALA S K A
TENTH LEGISLATUREF IS C A L  N O T EI. R E Q U E S TBill/Resolution N o . S E N A T E  B I L L  N O . 1 36____________________________________________________________Title C o m p e n s a t i o n  o f  m e m b e rs  o f  t h e  C o d e  R e v i s i o n  C o m m i s s i o n ________Requested bv S e n a t e  F i n a n c e _______________________________________________________Date 2 / 1 0 / 7  7

II. F IS C A L  D E T A IL
Agency Affected L e g i s l a t i v e  A f f a i r s  AgencyProgram Category A ffe cte d G e n e r a l  G o v e r n m e n t __________
Budget Request Unit(s) Affected L e g i s l a t i v e  C o u n c i l

E X P E N D IT U R E S  (Thousands o f  Dollars)
F Y  77 F Y  78 F Y  79 F Y  80 F Y  81 F Y  82

10Q P E R S O N A L  S E R V IC E S 19 .6 1 9 . 6 1 9 . 6 1 9 . 6 1 9 . 6
200 T R A V E Looro C O N T R A C T U A L400 C O M M O D IT IE S
500 I O U IP M ,TN T600 L A N D  & S T R U C T U R E S
700 O R  A N T S , C L A IM S , E T C  _T O T A L 1 9 . 6 1 9 . 6 1 9 . 6 19 .6 19 . 6

F U N D IN G  (Thousands o f  Dollars)G E N E R A L  F U N D 1 9 . 6 1 9 .  6 19 .6 19 .6 19 . 6F E D E R A L  F U N D SO T H E R  (Specify)
POSITIONSF U L L  T IM EP A R T  T IM ET E M P O R A R Y 3 3 3 3 3

III. A N A L Y S IS  (See Fiscal Note Preparation Instructions, Section III)c o m p e n s a t i o nL e g i s l a t i o n  a u t h o r i z e s / o f  $ 1 5 0  p e r  d a y  f o r  m e m b e rs  w ho a r e  n o t  l e g i s l a t o r s  o r  S t a t e  e m p l o y e e s .  A t  p r e s e n t  t i m e ,  t wo  o f  f i v e  m e m b e r s  w o u l d  b e  e l i g i ­b l e ,  h o w e v e r  i t  i s  p o s s i b l e  t h a t  t h r e e  m e m b e r s  c o u l d  q u a l i f y  a t  a n y  o n e  t i m e  a n d  f i s c a l  n o t e  h a s  b e e n  p r e p a r e d  a c c o r d i n g l y .  R e g u l a r  F . Y .  1 9 7 8  B u d g e t  e s t i m a t e s  40 d a y s  o f  b u s i n e s s  f o r  e a c h  m e m b e r  d u r i n g  t h e  y e a r .F I C A  a n d  W o r k m e n ' s  C o m p e n s a t i o n  B e n e f i t s  w o u l d  a l s o  b e  a n e x p e n s e .  No s a l a r y  i n c r e a s e  h a s  b e e n  p r o j e c t e d  f o r  f u t u r e  y e a r s .C a l c u l a t i o n :  3x  40

IV . D A T E

120 x $ 1 5 0  $ 1 8 , 0 0 0
2 / 1 0 / 7 7

M e m b e r s  ( p o t e n t i a l )  d a y s  b u s i n e s s  t o t a l  d a y s  d a i l y  r a t e
$ 1 8 , 0 0 0  + 1 , 6 2 0  B e n e f i t s  Q97>$ 1 9 , 6 2 0  T o t a l

AA G E N C Y  P H O N E  _Original: Legislative Finance cc: Budget and ManagementPrime Sponsor (First Legislator Named)
u  \____ s a i—

LegislatTv-&^'Af f a i r s /
4 6 5 - 3 8 5 0

3 3 -0 0 1  (R ev . 10/76)
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Introduced: 2/9/77
Referred: Finance

THE SENATE BY THE JU D IC IA R Y  COMMITTEESENATE B IL L  NO. 136 IN THE LEGISLATURE OF THE STATE OF ALASKA TENTH LEGISLATURE -  F IR S T  SE SSIO N  A B IL L■ an  A c t  e n t i t l e d :  "A n A c t  r e l a t i n g  t o  th e  c o m p e n s a tio n  o f  members o f  th eCode R e v i s i o n  C o m m is j io n ."IT  ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA:*  S e c t i o n  1 . AS 2 4 .2 0 .0 7 5 ( b )  i s  am ended to  r e a d :(b) The c o m m issio n  c o n s i s t s  o f  two l e g i s l a t o r s ,  on e fro m  e a c h  h o u s e , a p p o in te d  b y th e  p r e s i d i n g  o f f i c e r ;  one p u b l i c  member a p p o in t e d  by th e  g o v e r n o r ;  a d e s ig n e e  o f  th e  c h i e f  j u s t i c e  o f  th e  suprem e c o u r t ;  and a d e s ig n e e  o f  th e  A la s k a  B a r A s s o c i a t i o n  a p p o in t e d  b y  th e  b o a r d  o f  g o v e r n o r s  o f  th e  a s s o c i a t i o n .  L e g i s l a t i v e  members s e r v e  a t  th e  p le a s u r e  o f  th e  p r e s i d i n g  o f f i c e r ,  and a p p o in t e d  members s e r v e  a t  th e  p le a s u r e  o f  th e  a p p o in t in g  a u t h o r i t y .  Members r e c e i v e  th e  s t a n d a r d  p e r  diem  f o r  b o a r d  m em bers, o r  th e  r e g u l a r  l e g i s l a t i v e  p e r  diem  i f  th e y  a r e  l e g i s ­l a t o r s ,  f o r  d a y s  s p e n t  on c o m m iss io n  b u s i n e s s .  Members who a r e  n o t l e g i s l a t o r s  o r  e m p lo y e e s  o f  th e  s t a t e  a r e  e n t i t l e d  to  c o m p e n s a tio n  o f$150 p e r  day f o r  d a y s  s p e n t  on c o m m iss io n  b u s i n i 0 0 . The co m m issio ns e l e c t s  i t s  c h a irm a n  and v i c e - c h a i r m a n . The d i r e c t o r  o f  l e g a l  s e r v i c e s  f o r  t h e  L e g i s l a t i v e  A f f a i r s  A g e n c y , o r  h i s  d e s i g n e e , s e r v e s  a s  e x e c u t i v e  s e c r e t a r y  f o r  th e  c o m m is s io n .

-1 SB 136



2/9/77

C O M M I T T E E  R E P O R T  
S E N A T E

_____________________________________________ D a t e

T h e  C o m m i t t e e  o n  F I N A N C E  h a s  h a d  S B  136

Mr. President:

/ '  r e c o m m e n d s  it d o  p a s s

/ ~ 7  r e c o m m e n d s  it d o  n o t  p a s s

/ ~ 7  r e c o m m e n d s  it d o  p a s s  w i t h  a t t a c h e d  a m e n d m e n t ( s )

/~~7  r e c o m m e n d s  it b e  r e p l a c e d  w i t n  CS f o r  ______________________________  a n d  t h a t

C S  f o r ___________________________ cio p a s s

/ / (and) r e c o m m e n d s  it b e  r e f e r r e d  to t h e  _________________________________________

c o m m i t t e e

f ~ 7  r e p o r t s  it b a c k  w i t h o u t  r e c o m m e n d a t i o n  

/~Z A N D  a t t a c h e s  a r e p o r t  o f  i t s  i n t e n t

/  /  ( o t h e r )  _ ________ ____  ___________________________________________________________

M E M B E R S  S I G N I N G  T H E  M A J O R I T Y  R E P O R T :

M E M B E R S  N O T  C O N C U R R I N G  IN T H E  M A J O R I T Y  R E P O R T :

r e c o m m e n d s :  ______________

_________________________________ r e c o m m e n d s : _______________

r e c o m m e n d s :

C h a i r m a n
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S E N A T E  B Y  T H E  J U D I C I A R Y  C O M M I T T E E

S E N A T E  B I L L  N O .  1 3 6  

I N  T H E  L E G I S L A T U R E  O F  T H E  S T A T E  O F  A L A S K A  

T E N T H  L E G I S L A T U R E  -  F I R S T  S E S S I O N  

A  B I L L

? o r  a n  A c t  e n t i t l e d :  " A n  A c t  r e l a t i n g  t o  t h e  c o m p e n s a t i o n  o f  m e m b e r s  o f  t h e

C o d e  R e v i s i o n  C o m m i s s i o n . "

| S E  I T  E N A C T E D  B Y  T H E  L E G I S L A T U R E  O F  T H E  S T A T E  O F  A L A S K A :

*  S e c t i o n  1 .  A S  2 4 . 2 0 . 0 7 5 ( b )  i s  a m e n d e d  t o  r e a d :

( b )  T h e  c o m m i s s i o n  c o n s i s t s  o f  t w o  l e g i s l a t o r s ,  o n e  f r o m  e a c h  

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

b y  t h e  g o v e r n o r ;  a  d e s i g n e e  o f  t h e  c h i e f  j u s t i c e  o f  t h e  s u p r e m e  c o u r t ;  

a n d  a  d e s i g n e e  o f  t h e  A l a s k a  B a r  A s s o c i a t i o n  a p p o i n t e d  b y  t h e  b o a r d  o f  

g o v e r n o r s  o f  t h e  a s s o c i a t i o n .  L e g i s l a t i v e  m e m b e r s  s e r v e  a t  t h e  p l e a s u r e  

o f  t h e  p r e s i d i n g  o f f i c e r ,  a n d  a p p o i n t e d  m e m b e r s  s e r v e  a t  t h e  p l e a s u r e  o f  

t h e  a p p o i n t i n g  a u t h o r i t y .  M e m b e r s  r e c e i v e  t h e  s t a n d a r d  p e r  d i e m  f o r  

b o a r d  m e m b e r s ,  o r  t h e  r e g u l a r  l e g i s l a t i v e  p e r  d i e m  i f  t h e y  a r e  l e g i s ­

l a t o r s ,  f o r  d a y s  s p e n t  o n  c o m m i s s i o n  b u s i n e s s .  M e m b e r s  w h o  a r e  n o t  

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

$ 1 5 0  p e r  d a y  f o r  d a y s  s p e n t  o n  c o m m i s s i o n  b u s i n e s s .  T h e  c o m m i s s i o n

s e l e c t s  i t s  c h a i r m a n  a n d  v i c e - c h a i r m a n .  T h e  d i r e c t o r  o f  l e g a l  s e r v i c e s  

f o r  t h e  L e g i s l a t i v e  A f f a i r s  A g e n c y ,  o r  h i s  d e s i g n e e ,  s e r v e s  a s  e x e c u t i v e  

s e c r e t a r y  f o r  t h e  c o m m i s s i o n .
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Introduced: 2/9/77
Referred: Finance

BY THE RULES COMMITTEE BYIN THE SENATE REQUEST OF THE GOVERNORSENATE B IL L  NO. 138 IN  THE LEGISLATURE OF THE STATE OF ALASKA TENTH LEGISLATURE -  F IR S T  SE SSIO N  A B IL LF o r an A c t  e n t i t l e d :  "A n A c t  r e l a t i n g  t o  to b a c c o  t a x a t i o n ;  an d  p r o v i d i n gf o r  an e f f e c t i v e  d a t e . "BE I T  ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA:*  S e c t i o n  1 . AS 4 3 . 5 0 . 0 9 0 ( a )  i s  am ended t o  r e a d :(a) T h e re  i s  l e v i e d  an e x c i s e  t a x  o f  two and o n e - h a l f  m i l l s  one a c h  c i g a r e t t e  im p o r te d  o r  a c q u ir e d  i n  th e  s t a t e .  E ach  l i c e n s e es h a l l ,  a t  t h e  tim e  o f  f i l i n g  th e  r e t u r n  r e q u i r e d  by s e c .  80 o f  t h i s  c h a p t e r ,  p a y  to  th e  d e p a rtm e n t th e  e x c i s e  f o r  t h e  c a le n d a r  m onth c o v e r e d  by th e  r e t u r n ,  d e d u c t in g  t h r e e  [ONE] p e r  c e n t  o f  t h e  t o t a l  t a x  d u e , w h ic h  he s h a l l  r e t a i n  t o  c o v e r  h i s  e x p e n s e  o f  a c c o u n t i n g  and f i l i n g  r e t u r n s .  C i g a r e t t e s  upon w h ic h  th e  e x c i s q  i s  im p o sed  a r e  n o t  a g a i n  s u b j e c t  to  th e  e x c i s e  when a c q u ir e d  b y  a n o th e r  p e r s o n .
*  S e c .  2 . AS 4 3 . 5 0 . 1 9 0 ( a )  i s  amended t o  r e a d :(a) T h e re  i s  l e v i e d  an e x c i s e  t a x  o f  t h r e e  an d t h r e e - q u a r t e r s[ONE AND ONE-HALF] m i l l s  on e a c h  c i g a r e t t e  im p o r te d  o r  a c q u ir e d  i nt h i s  s t a t e .
*  S e c .  3 . T h is  A c t  t a k e s  e f f e c t  J u l y  1 , 1977.

- 1 - SB 138



i n : i ?A i t T M i ; \ T  o f  h e v e x i j e

OFFICE OF THE COHMISUONER

JAY S. HAMMOND, BOYERNOR

FOUCH S-JUNEAU $9111

F e b r u a r y  1 8 , 1977
The H o n o r a b le  Jo h n  B u t r o v ic hA la s k a  S t a t e  S e n a teS t a t e  C a p i t a lRoom 525J u n e a u , AK 99801D e a r S e n a t o r  B u t r o v ic h :I  r e c e i v e d  a r e q u e s t  fro m  y o u r  s t a f f  m em ber, M a r g a r e t  P o l l y ,  to  e v a lu a t e  S e n a te  B i l l  N o . 138 i n  te rm s o f  i t s  p o t e n t i a l  r e v e n u e  e f f e c t s .  I  h a v e  done t h i s  on th e  b a s i s  o f  a h i s t o r i c a l  c o m p a riso n  o f  a c t u a l  r e v e n u e s  to  w hat w ou ld  h a v e  b e en  c o l l e c t e d  had SB 138 b e en  e n a c t e d . The in f o r m a t i o n , i s  e n c lo s e d  f o r  y o u r  r e v ie w .I f  you h a v e  an y q u e s t i o n s ,  p le a s e  d o n 't  h e s i t a t e  to  c a l l .S i n c e r e l y ,
V in c e n t  W r ig h t C h i e f  o f  R e s e a r c hVW: j s  E n c lo s u r e



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.

2. 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
SCHOOL FUND SCHOOL FUND

FISCAL PORTION COLLECTED COLLECTIONS IF
YEAR UNDER EXISTING PROPOSAL ENACTED

___________  LAW ($000)_____( $ 0 0 0 ) _______

1970 1694.5 34.2

1971 1854.7 37.4

1972 2015.3 40.8

1973 2028.3 41.0

1974 2143.7 43.4

1975 2521.1 51.0

1976 2883.7 58.2

t o t a l  a c t u a l  i n c r e a s e  i n  t o t a l

SCHOOL FUND GENERAL FUND GENERAL FUND GENERAL FUND
COLLECTIONS IF PORTION COLLECTED COLLECTIONS IF PORTION IF 

PROPOSAL ENACTED UNDER EXISTING . PROPOSAL ENACTED PROPOSAL ENACTED 
($000)___________ LAW ($000)___________($000) ($000)

1660^3 1016.7 1525.1 2541.8

1817.3 1112.8 1669.2 2782.0

1974.5 1209.2 1813.0 3022.2

1987.3 1216.1 1824.2 3040.3

2100.3 1285.2 1929.3 3215.4

2470.1 1511.6 2267.4 3779.0

2825.5 1733.6 2600.4 4334.0



C O M M I T T E E  R E P O R T  

S E N A T E

___________________________________________ D a t e

T h e  C o m m i t t e e  o n  F I N A N C E _______________________________ h a s  h a d  SB 138___________

r e l a t i n g  to t o b a c c o  t a x a t i o n
u n d e r  c o n s i d e r a t i o n .  A m a j o r i t y  o f  t h e  m e m b e r s  o f  the C o m m i t t e e

o  r e c o m m e n d s  it do p a s s

/ _ /  r e c o m m e n d s  it do n o t  pa s s

/ /' r e c o m m e n d s  it do p a s s  w i t h  a t t a c h e d  a m e n d m e n t ( s )

/ / r e c o m m e n d s  it be  r e p l a c e d  w i t h  CS f o r  _____________________________  a n d  th a t

CS f o r _________________________ do p a s s

/ _ /  (and) r e c o m m e n d s  it be r e f e r r e d  to the _____________________________________ _

c o m m i t t e e

/ ~ 7  r e p o r t s  it b a c k  w i t h o u t  r e c o m m e n d a t i o n  

/ / A N D  a t t a c h e s  a r e p o r t  o f  its i n t e n t/ _ /  ( '  t h e r )  _____ _ ________________________________________________________________________________________________
M E M B E R S  S I G N I N G  T H E  M A J O R I T Y  REPORT:

2 / 9 / 7 7

Mr. P r e s i d e n t :

M E M B E R S  N O T  C O N C U R R I N G  IN T H E  M A J O R I T Y  R E P ORT:

________________________________ r e c o m m e n d s :  _____________

________________________________ r e c o m m e n d s : _____________

r e c o m m e n d s :

C h a i r m a n
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I n t r o d u c e d :  
R e f e r r e d :

2/9/

■

■

I N  T H E  S E N A T E

■ ' • ' % : ?
B Y  T H E  R U L E S  C O M M I T T E E  B Y
R E Q U E S T  O F  T H E  G O V E R N O R

S E N A T E  B I L L  N O . 138
.

I N  T H E  L E G I S L A T U R E  O F  T H E  S T A T E  O F  A L A S K A

T E N T H  L E G I S L A T U R E  - F I R S T  S E S S I O N  

A  B I L L

F o r  a n  A c t  e n t i t l e d :  " A n  A c t  r e l a t i n g  to  t o b a c c o  t a x a t i o n ;  a n d  p r o v i d i n g

f o r  a n  e f f e c t i v e  d a t e . "

BE  I T  E N A C T E D  B Y  T H E  L E G I S L A T U R E  O F  T H E  S T A T E  O F  A L A S K A :

*  S e c t i o n  1. A S  4 3 . 5 0 . 0 9 0 ( a )  is a m e n d e d  t o  read:

(a) T h e r e  is l e v i e d  a n  e x c i s e  t a x  o f  t w o  a n d  o n e - h a l f  m i l l s  o n

e a c h  c i g a r e t t e  i m p o r t e d  o r  a c q u i r e d  i n  t h e  s t a t e .  E a c h  l i c e n s e e

shall, at t h e  t i m e  o f  f i l i n g  t h e  r e t u r n  r e q u i r e d  b y  sec. 8 0  o f  this 

c h a p t e r ,  p a y  to the d e p a r t m e n t  the e x c i s e  f o r  t h e  c a l e n d a r  m o n t h  

c o v e r e d  b y  t h e  r e t u r n ,  d e d u c t i n g  t h r e e  [ONE] p e r  c e n t  o f  t h e  t o t a l  t a x  

due, w h i c h  h e  s h a l l  r e t a i n  to c o v e r  h i s  e x p e n s e  o f  a c c o u n t i n g  a n d  

f i l i n g  r e t u r n s .  C i g a r e t t e s  u p o n  w h i c h  t h e  e x c i s e  is i m p o s e d  a r e  n o t  

a g a i n  s u b j e c t  to t h e  e x c i s e  w h e n  a c q u i r e d  b y  a n o t h e r  p e r s o n .

*  Sec. 2. A S  4 3 . 5 0 . 1 9 0 ( a )  is a m e n d e d  t o  r e a d :

(a) T h e r e  is l e v i e d  a n  e x c i s e  t a x  o f  t h r e e  a n d  t h r e e - q u a r t e r s

[ONE A N D  O N E - H A L F ]  m i l l s  o n  e a c h  c i g a r e t t e  i m p o r t e d  o r  a c q u i r e d  i n

t h i s  state.

*  Sec. 3. T h i s  A c t  t a k e s  e f f e c t  J u l y  1, 1977.

COMMITTEE

_____________



T H E  L E G I S L A T U R E  O F  T H E  S T A T E  O F  A L A S K A
T E N T H  L E G I S L A T U R E

FISCAL N O T E
o

I. R E Q U E S T
Bill/Resolution No.___________________________________________________________________________________
Title____________ A c t  r e l a t i n g  to  t o b a c c o  t a x a t i o n ______________________________________

Requested bv the Governor___________________________________Date January 26, 1977

II. FISCAL D E T A I L
Agency Affected______________ R e v e n u e _______
Program Category Affected General Government
Budget Request Unit(s) Affected A u d i t

E X P E N D I T U R E S  (Thousands of Dollars) 

F Y  77 F Y  78 F Y  79 F Y  80 F Y  81 F Y  82

100 P E R S O N A L  SERVICES
200 T R A V E L
300 C O N T R A C T U A L
400 C O M M O D I T I E S
,500 E O U I P M E N T
600 L A N D  &  S T R U C T U R E S
700 G R A N T S .  CLAIMS. ETC.

T O T A L -0- -0~ -0- -0- -0- - 0 -

F U N D I N G  (Thousands of Dollars)

G E NF.RAL F U N D
F E D E R A L  F U N D S

O T H E R  (Specify)

POSITIONS

F U L L  T I M E
P A R T  T I M E •
T E M P O R A R Y

III. A N A L Y S I S  (See Fiscal Note Preparation Instructions, Section III)

N o  a d d i t i o n a l  c o s t s  a r e  a s s o c i a t e d  w i t h  t h i s  Act.



T H E  LEGISLATURE OF THE STATE OF A L A S K A  
• i" T E N T H  LEGISLATURE

FISCAL N O T E
o

I. REQUEST
Bill/Resolution No.___________________________________________________________________________
Title___________ Act relating to tobacco taxation___________________________________
Requested bv the Governor__________________________________ Date January 26, 1977

II. FISCAL D E T A I L
Agency Affected______________R e v e n u e
Program Category Affected G e n e r a l  G o v e r n m e n t  
Budget Request Unit(s) Affected A u d i t ______________

E X P E N D I T U R E S  (Thousands of Dollars) 

F Y  77 F Y  78 F Y  79 F Y  80 F Y  81 F Y  82

100 P E R S O N A L  SERVICES
?.00 T R A V E L
300 C O N T R A C T U A L
400 C O M M O D I T I E S
SOO E Q U I P M E N T
600 L A N D  &  S T R U C T U R E S
700 G R A N T S .  CLAIMS. ETC.

T O T A L - 0 - -0- -0- - 0 - -0- - 0 -

F U N D I N G  (Thousands of Dollars)

G E N E R A L  F U N D
F E D E R A L  F U N D S

O T H E R  (Snecifv)

POSITIONS

F U L L  TI M E
P A R T  T I M E
T E M P O R A R Y

III. A N A L Y S I S  (See Fiscal Note Preparation Instructions, Section III)

N o  a d d i t i o n a l  c o s t s  a r e  a s s o c i a t e d  w i t h  t h i s  Act.

IV. DATF. J a n u a r y  26, 1 9 7 7  p r e p a r e d

A G E N C Y  _
Original: Legislative Finance P H O N E  ___
cc: Budget and Management

Prime Sponsor (First Legislator Named)

33-001 (Rev. 10/76)

465-2301



F e b r u a r y  9, 1977

T h e  H o n o r a b l e  J o h n  L. R a d e r  
P r e s i d e n t  o f  t h e  S e n a t e  
A l a s k a  S t a t e  L e g i s l a t u r e  
J u n e a u ,  A l a s k a  9 9 8 1 1

D e a r  Mr. P r e s i d e n t :

U n d e r  t h e  a u t h o r i t y  o f  art. Ill, sec. 18 o f  t h e  A l a s k a  
C o n s t i t u t i o n ,  a n d  in ac c c  -dance w i t h  AS  2 4 . 3 0 . 0 6 0 ( b )  
a n d  t h e  U n i f o r m  R u l e s  o f  t h e  A l a s k a  S t a t e  L e g i s l a t u r e ,
I a m  t r a n s m i t t i n g  a  b i l l  t o  i n c r e a s e  t h e  t a x  r a t e s  in 
the C i g a r e t t e  T a x  Act. T h e  c i g a r e t t e  t a x  r a t e  w o u l d  b e  
i n c r e a s e d  t o  b r i n g  A l a s k a ' s  r a t e  u p  t o  t h e  n a t i o n a l  
a v e r a g e  o f  t h e  t a x  r a t e s  o f  a l l  o t h e r  states.

S i n c e r e l y ,

J a y  S. H a m m o n d  
G o v e r n o r
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A M E N D M E N T

O f f e r e d  i n t h e ;TIOUSE: B y : ROl'iE>'

SENATE

T o : __________________________H O U S E  B I L L  No.

S E N A T E  B I L L  No. ^

Pa g e :  i  L i n e : 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 providing for

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 t.o 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

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).

# ■1- SB 140
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F e b r u a r y  21, 1977

M E M O R A N D U M

TO:

FROM:

T h e  H o n o r a b l e  J o h n  S a c k e t t  
C h a i r m a n ,  S e n a t e  F i n a n c e  C o m m i t t e e

M i l t o n  B. B a r k e r . 1̂
F i s c a l  A n a l y s t
L e g i s l a t i v e  F i n a n c e  D i v i s i o n

SUBJECT: S B  140 a n d  C S H B  182

B o t h  SB 140 and C S H B  182 w o u l d  i n c o r p o r a t e  the f e d e r a l  p r o­
vi s i o n s  for t a x  c r e d i t s  for c h i l d  c a r e  e x p e n s e s  a n d  t h e  e l d e r l y  
into t h e  S t a t e  i n c o m e  tax code. S p e e d i e s t  e n a c t m e n t  o f  t h e s e  
c h a n g e s  w o u l d  o c c u r  w i t h  t h e  S e n a t e ' s  p a s s a g e  of C S H B  182 w h i c h  
has a l r e a d y  p a s s e d  the H o u s e  a n d  is in S e n a t e  Finance.

W i t h o u t  th i s  l e g i s l a t i o n ,  t h e s e  tax c r e d i t s  w i l l  n o t  b e  
a v a i l a b l e  o n  S t a t e  i n c o m e  t a x  r e t u r n s  u n t i l  t a x  y e a r  1978.
SB 140 a n d  C S H B  182, w h i c h  are the s a m e  e x c e p t  f o r  m i n o r  w o r d i n g  
d i f f e r e n c e s ,  b o t h  m a k e  t h e s e  c r e d i t s  a v a i l a b l e  f o r  t a x  y e a r s  
1976 a n d  1977.

I f  t h e s e  b i l l s  w e r e  a m e n d e d  to o n l y  p i c k  up the tax c r e d i t s  
for t a x  y e a r  1977, t h e r e  w o u l d  b e  n o  n e e d  to e x p e d i t e  t h e i r  
pas s a g e .  B u t  as l o n g  as the r e t r o a c t i v e  a v a i l a b i l i t y  o f  t h e  
c r e d i t s  for tax y e a r  1976 is r e t a i n e d ,  t h e i r  p a s s a g e  s h o u l d  be 
e x p e d i t e d  if t h e y  a r e  to be  e n a c t e d  a t  all. T h i s  w i l l  a v o i d  
t h e  a d m i n i s t r a t i v e  c o sts to the S t a t e  a n d  t h e  h a s s l e  to t h e  
t a x p a y e r  o f  f i l i n g  a m e n d e d  r e t u r n s  for t a x  y e a r  1976.

T h i s  s i t u a t i o n  has c o m e  a b o u t  b e c a u s e  Ch. 125, S L A  1976 
p r o v i d e d  t n a t  n e w l y  e n a c t e d  p r o v i s i o n s  o f  t h e  I n t e r n a l  R e v e n u e  
C o d e  w h i c h  c h a n g e  o r  m o d i f y  e x e m p t i o n s  f r o m  tax or c r e d i t s  a g a i n s t  
t a x  w o u l d  n o t  b e c o m e  i n c o r p o r a t e d  by r e f e r e n c e  in t o  A l a s k a  l a w  
u n t i l  t h e  s e c o n d  J a n u a r y  f o l l o w i n g  t h e i r  e n a c t m e n t  b y  C o n g r e s s .  
T h u s  t h e  A l a s k a  L e g i s l a t u r e  w o u l d  h a v e  two y e a r s  in w h i c h  to 
d e c i d e  w h e t h e r  c h a n g e s  o r  m o d i f i c a t i o n s  in f e d e r a l  e x e m p t i o n s  
o r  c r e d i t s  s h o u l d  a p p l y  for A l a s k a  p u r p o s e s .  In 1 9 7 6  C o n g r e s s  
m a d e  two m a j o r  c h a n g e s  in t h e  t a x  c r e d i t  a r e a  w h i c h  w e r e  n o t  
i n c o r p o r a t e d  in t o  A l a s k a  law. T h e s e  t w o  c r e d i t s  a r e  as follows:



S e n a t o r  J o h n  S a c k e t t - 2 - 2 / 2 1 / 7 7

1. C o n g r e s s  r e p e a l e d  t h e  c h i l d  c a r e  i t e m i z e d  d e d u c t i o n  
and s u b s t i t u t e d  in  its p l a c e  a c r e d i t  e q u a l  to 20% of  c h i l d  c a r e  
e x p e n s e s  up  to a c e i l i n g  amount. T h e  c e i l i n g  is $ 2 000 in c h i l d  
c a r e  e x p e n s e s  for 1 d e p e n d e n t  ($400 credit) o r  $4 , 0 0 0  in c h i l d  
c a r e  e x p e n s e s  for 2 o r  m o r e  d e p e n d e n t s  ($800 c r e d i t ) . In 
a d d i t i o n  to m a k i n g  it a c r e d i t  r a t h e r  t h a n  a d e d u c t i o n ,  C o n g r e s s  
e l i m i n a t e d  t h e  p r e v i o u s  i n c o m e  l i m i t a t i o n .  S i n c e  the p r e v i o u s  
i t e m i z e d  d e d u c t i o n  w a s  r e p e a l e d  a n d  its r e p l a c e m e n t  is a c r e d i t ,  
A l a s k a  h a s  n e i t h e r  t h e  d e d u c t i o n  o r  the c r e d i t  u n t i l  the
1978 t a x  y e a r  w h e n  t h e  c r e d i t  w i l l  b e c o m e  i n c o r p o r a t e d .  S p e c i f i c  
l e g i s l a t i v e  a c t i o n  w i l l  b e  n e c e s s a r y  to e l i m i n a t e  the c r e d i t  
p e r m a n e n t l y  o r  to m a k e  it a p p l y  sooner.

2. A n o t h e r  t a x  c r e d i t  c h a n g e  is the c h a n g e  m a d e  t o  t h e  
r e t i r e m e n t  i n c o m e  c r e d i t  (IRC S e c t i o n  37). Th i s  c r e d i t  has b e e n  
r e n a m e d  a c r e d i t  for t h e  e l d e r l y  s i n c e  t h e  c r e d i t  is n o  l o n g e r  
r e s t r i c t e d  to r e t i r e m e n t  income. T h e  n e w  c h a n g e  b r o a d e n s  the 
b a s e  f r o m  j u s t  r e t i r e m e n t  i n c o m e  to all i n c o m e  f r o m  w h i c h  the 
15% c r e d i t  is c a l c u l a t e d .  In a d d i t i o n  t h e  m a x i m u m  a m o u n t  of 
i n c o m e  a g a i n s t  w h i c h  t h e  c r e d i t  can a p p l y  has a l s o  b e e n  i n c r e a s e d  
to $ 3 , 7 5 0  for m a r r i e d  c o u p l e s  f i l i n g  j ointly, b o t h  o f  w h o m  a r e  o v e r  
65 and $ 2 , 5 0 0  for s i n g l e  p e r s o n s .  T h e  c e i l i n g  w a s  p r e v i o u s l y  
$1,524 p e r  person. U n l e s s  the l e g i s l a t u r e  t a k e s  s p e c i f i c  a c t i o n  
the o l d  c r e d i t  r u l e s  w i l l  a p p l y  u n t i l  t h e  1978 t a x  year. T h e  
d e p a r t m e n t  r e c o m m e n d s  t h a t  the n e w  c h a n g e s  b e  a d o p t e d  for A l a s k a  
p u r p o s e s .

A p p e n d e d  a r e  the d e t a i l s  o f  t h e  n e w  c r e d i t s  a n d  t h e  o l d  d e d u c t i o n  
a n d  c r e d i t  t h e y  w o u l d  replace. T h e  c r e d i t  on  an A l a s k a  r e t u r n  
w o u l d  b e  16% o f  the f e d e r a l  one.

T h e  f i s c a l  n o t e  for e i t h e r  o f  t h e s e  b i l l s  is $ 1 , 0 0 0 , 0 0 0 ,  
w h i c h  is a loss o f  r e v e n u e  due a l m o s t  s o l e l y  to the c h i l d  c a r e  
credit. T h e  r e v e n u e  loss f r o m  e n a c t i n g  t h e  t a x  c r e d i t  for the 
e l d e r l y  is m i n i s c u l e .  T h i s  is b e c a u s e  A l a s k a  has f e w e r  a g e d  
p e r s o n s  t h a n  av e r a g e ,  few o f  t h e s e  p e r s o n s  f i l e  i n c o m e  tax r e turns,  
m o s t  t h a t  do  r e p o r t  l i t t l e  income, a n d  a n y  e l d e r l y  tax c r e d i t s  
in e x c e s s  o f  t a x  l i a b i l i t y  are n o t  r e f u n d a b l e .

A t  f i r s t  s o m e  R e v e n u e  o f f i c i a l s  t h o u g h t  t h e  co s t  m i g h t  be 
$ 5 , 0 0 0 , 0 0 0  to  $ 7 , 0 0 0 , 0 0 0  a s s u m i n g  o n e - t h i r d  of  the r e t u r n s  
c l a i m e d  a c h i l d  c a r e  credit. T h i s  w a s  r e p o r t e d  in t h e  J u n e a u  
E m p i r e  o f  F e b r u a r y  1, 1977. H o w e v e r ,  this w a s  a w i l d  g u e s s  
b e c a u s e  m o s t  t a x p a y e r s  d o n ' t  i t e m i z e  d e d u c t i o n s  o n  t h e i r  S t a t e  
ret u r n s ;  and, s i n c e  c h i l d  c a r e  e x p e n s e s  w e r e  f o r m e r l y  a d e d u c t i o n ,  
R e v e n u e  h a d  n o  d a t a  f r o m  w h i c h  to e s t i m a t e .

A f t e r  c h e c k i n g  w i t h  t h e  F e d e r a l  g o v e r n m e n t ,  on  w h o s e  t a x  
r e t u r n s  m o r e  p e r s o n s  i t e m i z e  b e c a u s e  S t a t e  t a x e s  c o u n t  as a 
d e d u c t i o n ,  R e v e n u e  n o w  f eels o n l y  5% o f  t h e  r e t u r n s  m a y  c l a i m  a 
c h i l d  c a r e  credit. T h i s  w o u l d  b e  a b o u t  1 2 , 0 0 0  r e t u r n s  w i t h  an
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a v e r a g e  c r e d i t  of  $83, a t o t a l  o f  $ 1 , 0 0 0 , 0 0 0  a n n u a l l y ,  or 
$ 2 , 0 0 0 , 0 0 0  t o t a l  f o r  t h e  l e g i s l a t i o n .

O n e  f a c t o r  w h i c h  w o u l d  t e n d  to  l i m i t  t h e  r e v e n u e  l o s s  f o r  
c h i l d  c a r e  e x p e n s e s  is t h e  S t a t e  p r o g r a m  for d a y  c a r e  a s s i s t a n c e  
in C o m m u n i t y  & R e g i o n a l  A f f a i r s  w h i c h  f u n d s  d a y  c a r e  f o r  m i d d l e  
i n c o m e  f a m i l i e s  o n  a s l i d i n g  s c a l e  as w e l l  as A F D C  famil i e s .  
A p p e n d e d  is m y  m e m o  d e t a i l i n g  t h i s  p r o g r a m .

R e v e n u e  i n d i c a t e s  t h a t  f o r  t h e  a v e r a g e  m i d d l e  i n c o m e  f a m i l y  
t h e  t a x  c r e d i t  w i l l  o f f e r  l e s s  r e l i e f  t h a n  the f o r m e r  d e d u c t i o n .  
T h i s  is b e c a u s e  t h e s e  f a m i l i e s  a r e  in t a x  b r a c k e t s  g r e a t e r  t h a n  
20%, t h e  r a t e  for t h e  t a x  credit. T h e  h i g h e r  t h e  t a x  b r a c k e t  
t he g r e a t e r  t h e  r e l i e f  t h e y  h a d  u n d e r  t h e  d e d u c t i o n .  A t  an 
$ 8 , 0 0 0  t a x a b l e  i n c o m e  w h e r e  t h e  b r a c k e t  is r o u g h l y  20%, t h e  
d e d u c t i o n  w o u l d  h a v e  e q u a l  v a l u e  t o  t h e  credit. F a m i l i e s  w i t h  
i n c o m e s  b e l o w  $ 8 , 0 0 0  w o u l d  b e n e f i t  m o r e  f r o m  the c r e d i t  a n d  w o u l d  
in fact o f t e n  h a v e  r e c e i v e d  n o  b e n e f i t  at all f r o m  t h e  d e d u c t i o n  
b e c a u s e  t h e y  d i d n ' t  itemize. H o w e v e r ,  in l i g h t  o f  the S t a t e ' s  
d a y  c a r e  a s s i s t a n c e  p r o g r a m  t h e  s i t u a t i o n  w o u l d  be  as f o l l o w s :

1. F a m i l i e s  w i t h  i n c o m e s  b e l o w  $ 6 , 0 0 0  w o u l d  r e c e i v e  no 
b e n e f i t  s i n c e  d a y  c a r e  a s s i s t a n c e  p a y s  all t h e i r  e x p e n s e s .

2. F a m i l i e s  w i t h  i n c o m e s  b e t w e e n  $ 6 , 0 0 0  a n d  $ 8 , 0 0 0  w i l l  
r e c e i v e  up to 80% o f  t h e i r  c h i l d  c a r e  c o s t s  t h r o u g h  t h e  S t a t e  
p r o g r a m ,  4% f r o m  a F e d e r a l  t a x  c r e d i t  (20% o f  t h e  r e m a i n i n g  20%), 
a n d  o n l y  a n  a d d i t i o n a l  .64% o f  t h e i r  c o s t s  (16% o f  t h e  f e d e r a l  
c r e d i t  o f  4%) if t h i s  l e g i s l a t i o n  is p a s s e d .  T h e s e  t a x  c r e d i t s  
a r e  a b e t t e r m e n t  of t h e i r  p o s i t i o n  f r o m  p r i o r  y e a r s  b e c a u s e  
e v e n  if t h e y  i t e m i z e d ,  t h e  t a x  b r e a k  w o u l d  h a v e  b e e n  l e s s  t h a n  
20% b e c a u s e  o f  t h e i r  tax bra c k e t .

3. F a m i l i e s  w i t h  i n c o m e s  b e t w e e n  $ 8 , 0 0 0  a n d  $ 1 5 , 0 0 0  w i l l  
r e c e i v e  s o m e  S t a t e  c h i l d  c a r e  a s s i s t a n c e  w i t h  20% o f  t h e  r e­
m a i n i n g  e x p e n s e s  r e c o u p e d  on t h e i r  F e d e r a l  r e t u r n  a n d  3.2% on  
t h e i r  S t a t e  r e t u r n  if t h i s  l e g i s l a t i o n  p a s s e s .  If t h e y  i t e m i z e d  
in t h e  p a s t  t h e y  w i l l  be w o r s e  off; h o w e v e r ,  a g a i n  it s h o u l d  be 
r e m e m b e r e d  t h a t  v e r y  few S t a t e  r e t u r n s  v/ere i t e m i z e d  at  all.

4. F a m i l i e s  w i t h  i n c o m e s  a b o v e  $ 1 5 , 0 0 0  w i l l  r e c e i v e  F e d e r a l  
r e l i e f  o f  20% o f  c h i l d  c a r e  c o s t s  and 3.2% o f  t h o s e  c o s t s  f r o m  
t h e  S t a t e  if this l e g i s l a t i o n  passes. A g a i n ,  t h i s  w i l l  b e  r e v e n u e  
loss to t h e  S t a t e  a n d  a g a i n  to t h e  f a m i l y  e x c e p t  for t h o s e  w h o
i t e m i z e d  in t h e  past.

5. A t  s o m e  level, p e r h a p s  a b o v e  $35,000, f a m i l i e s  w o u l d  in 
g e n e r a l  h a v e  i t e m i z e d  in t h e  p a s t  a n d  w i l l  on t h e  a v e r a g e  r e c e i v e
less r e l i e f  for c h i l d  c a r e  t h a n  t h e y  d i d  a n d  S t a t e  r e v e n u e s  w i l l
incre a s e .
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Thus, o n  t h e  w h o l e ,  p a s s a g e  o f  SB 140 o r  C S H B  182 
w i l l  m e a n  a l o s s  o f  r e v e n u e  to t h e  S t a t e  b e c a u s e  m o s t  p e o p l e  
d o n ' t  i t e m i z e  b u t  w i l l  t a k e  t h e  credit. T h e  b i l l  p r o v i d e s  
a d d i t i o n a l  r e l i e f  to m i d d l e  and h i g h  i n c o m e s  w i t h  iow i n c o m e s  
u n a f f e c t e d ,  a n d  h i g h  i n c o m e s  s u f f e r i n g  a loss r e l a t i v e  to 
w h a t  t h e y  h a d  b e f o r e  1976.

T h i s  r e l i e f  is s m a l l  in r e l a t i o n  to t h a t  a v a i l a b l e  o n  t h e  
F e d e r a l  r e t u r n  a n d  w i l l  t h u s  h a v e  a m a r g i n a l  e f f e c t  o n  f a m i l y  
d e c i s i o n s  to u t i l i z e  c h i l d  care. T h e  e f f e c t  o f  t h e  c h a n g e s  
at the F e d e r a l  l e v e l  o n  f a m i l i e s  u s i n g  d a y  c a r e  m a y  be n e u t r a l  
b e c a u s e  m a n y  m o r e  f a m i l i e s  i t e m i z e ,  a n d  f o r  t h e m  t h e r e  is less 
i n c e n t i v e  t h a n  in t h e  past.



-  -  ---------------  [C ode  Sec. 37 ]
"S E C . 37. C R E D IT  F O R  T H E  E L D E R L Y .

" ( a )  General R u i .f. — I n the case o f an individual who lias attained age 65 before the 
close o f the taxable year, there shall he allowed as a credit against the lax  imposed by this 
chapter fo r the taxable year an amount equal to 15 percent o f such individual's section 37 
amount fo r such taxable year.

“ (b )  S ection 37 A mount.— F o r purposes o f  subsection ( a )—
" ( 1 )  In  g e n e r a l .— An individual’s section 37 amount fo r  the taxable year is the 

applicable in itia l amount determined under paragraph ( 2 ) ,  reduced as provided in 
paragraph (3 )  and in subsection (c ) .

" ( 2 )  I n it ial amount.— T he initial amount is—
" (A )  $2,500 in the case o f a single individual,
" ( B )  $2,500 in the case o f a jo in t return where on ly  one spouse is e ligib le 

fo r  the credit under subsection (a ) ,
" (C )  $3,750 in the case o f a jo in t re tu rn  where both spouses are eligib le fo r  

the credit under subsection (a ) , o r
" ( D )  $1,875 in the case o f a m arried individual filing  a separate return .

" ( 3 )  R eduction .— T he reduction under this paragraph is an amount equal to  the 
sum o f the amounts received by the individual (o r , in the case o f a  jo in t return , by 
either spouse) as a pension o r  annuity—

“ (A )  under title I I  o f the Social Secu rity Act,
" ( B )  under the Railroad Retirem ent Act o f  1935 o r  1937, o r
" (C )  otherw ise 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) L im itat ions .—
"(1) A djusted cross income lim itation .— 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) L im itat ion  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) D ef in it ions and S pecial R ules .— For purposes of this section—
"(1) M arried coupi.f. must file  jo in t  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) M arital 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 )  E lection of P rior L aw W ith R espect to P udlic R etirement S ystem I 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 a g f . 65 o r  over.—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, I" 
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 o f 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) R etirement 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 wlm '*• 
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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" ( i i i )  rents, >
" ( iv )  dividends,
“ (v )  bonds described in section 4 0 5 (b ) (1 ) which are received under a 

qualified bond purchase plan described in section 4 0 5 (a ) o r in a distribution 
from  a trust described in section 4 0 1 (a ) which is exempt from  tax  under 
section 5 0 1 (a ) , o r retirement bonds described in section 409, and

“ (v i )  an individual retirement account described in section 4 0 8 (a ) , o r an 
individual retirement annuity described in section 4 0 8 (b ) ; o r
“ ( B )  in the case o f an individual who has not attained age 65 before the close 

o f the taxable year, income from  pensions and annuities under a public retirement 
system (as defined in paragraph ( 8 ) (A ) ) ,

to the extent included in gross income w ithout reference to this subsection, but on ly 
to the extent such income does not represent compensation fo r  personal services 
rendered during the taxable year.

“ ( 5 )  L im itation on retirement income.— F o r purposes o f this subsection, the amount 
o f retirement income shall not exceed $2,500 less—

‘ ‘ (A )  the reduction provided by subsection (b ) ( 3 ) ,  and
“ (B )  in the case o f any individual who has not attained age 72 before the 

close o f the taxable year—
*'(i) if such individual has not attained age 62 before the close o f the 

taxable year, any amount o f earned income (as defined in paragraph ( 8 ) ( B ) )  
in excess o f $900 received by such individual in the taxable year, o r

“ ( i i ) i f  such individual has attained age 62 before the close o f the taxable 
year, the sum o f one-ha lf the amount o f earned income received by such 
individual in the taxable year in excess o f $1,200 but not in excess o f $1,700, 
and the amount o f earned income so received in excess o f $1,700.

" ( 6 ) L im itation  in  case of married ind iv idua i.s .— I n the case o f a jo in t return , 
paragraph (5 ) sha ll be applied by substituting '$3,750' fo r '$2,500'. The $3,750 provided 
by the preceding sentence shall be divided between the spouses in such amounts as may 
be agreed on by them, except that not m ore than $2,500 may be assigned to  cither 
spouse.

" ( 7 )  L imitation in  the case ok separate returns.— I n the case o f a married 
individual filing a separate return , paragraph (5 ) shall be applied by substituting 
'$1,875' fo r ‘$2,500’.

" ( 8 ) D efin itions .— F o r purposes o f this subsection—
“ (A )  I ’urlic retirement system defined .—T he term ‘public retirement system’ 

incans a pension, annuity, retirement, o r  sim ilar fund o r system established by tfic 
United States, a State, a possession o f the United States, any political subdivision 
o f any o f the foregoing, o r the D istric t o f Columbia.

“ ( B )  E arned income.—T he term 'earned income’ has the meaning assigned to 
such term  by section 9 1 1 (b ), except that such term  docs not include any 
amount received as a pension o r  annuity.

" ( f )  N onresident A men  I nf.m c iiii.e for Credit .— N o credit shall be allowed under this 
section to any nonresident a lien ."
• • P rio r  L a w __________________________________________________________ _

Code Sec. 37 before amendment:
S EC . 37. R E T IR E M E N T  IN C O M E .

(a ) G f.nf.rai. R ule .— I n the case o f an individual who has received earned 
income before the beginning o f the taxable year, there shall be allowed as a 
credit against the tax imposed by this chapter fo r the taxable year an amount

'Act Sec. 503(a) II 1188
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equal to 17 percent, in the case o f a taxable year beginning in 196-1, o r 15 per­
cent, in the case o f a taxable year beginning a fte r December 31, 1964, o f the 
amount received by such individual as retirement income (as defined in subsec­
tion (c ) and as lim ited by subsection (d ) ) ;  but this credit shall not exceed such 
tax reduced by the credits allowable under section 3 2 (2 ) (re la ting  to tax with- 
hcld at source on tax-free covenant bonds), section 33 (re la ting  to  foreign tax 
c red it), and section 35 (re la ting to pa rtia lly  tax-exempt in terest).

(b ) In d iv id u a l W h o  H as Received E a rn ed  Income.— F o r purposes o f subsec­
tion (a ) , an individual shall be considered to have received earned income if 
he has received, in each o f any 10 calendar years before the taxable year, earned 
income (as defined in subsection ( g ) )  in excess of $600. A  w idow o r widower 
whose spouse had received such earned income shall be considered to have re­
ceived earned income.

(c ) R etirement I ncome.— F o r purposes o f  subsection (a ) ,  the term "retirement 
income" means—

(1 )  in the case o f an individual who has attained the age o f 65 before 
the close o f the taxable year, income from —

(A ) pensions and annuities (including, in the case o f an individual 
who is, o r has been, an employee w ithin the meaning o f section 4 0 1 (c ) (1 ) , 
distributions by a trust described in section 4 0 1 (a ) which is exempt from 
tax under section 5 0 1 (a ) ) ,

( B )  interest,
(C ) rents.
( D )  dividends,
( E )  bonds described in section 4 0 5 (b ) (1 ) which arc received under 

a qualified bond purchase plan described in section 4 05 (a ) o r  in a dis­
tribution from  a trust described in section 4 0 1 (a ) which is exempt from 
tax under section 50 1 (a ), o r  retirement bonds described in section 409, 
and

( F )  an individual retirement account described in section 4 0 8 (a ) or 
an individual retirement annuity described in section 4 0 8 (b ), o r
(2 )  in the case o f an individual who has not attained the age o f 65 before 

the close o f the taxable year, income from  pensions and annuities under a 
public retirement system (as defined in subsection ( f ) ) ,

to the extent included ill gross income without reference to this section, but on ly
to the extent such income does not represent compensation fo r  personal services
rendered during the taxable year.

(d ) L im itation  on R etirement I ncome.— F o r purposes o f subsection (a ) ,  the 
amount o f retirement income shall not exceed $1,524 less—

( 1) in the case o f any individual, any amount received by the individual 
as a pension o r annuity—

(A ) under title I I  o f the Social Security Act,
(B )  under the R ailroad  Retirement Acts o f 1935 o r 1937, o r
(C ) otherwise excluded from  gross income, and

(2 )  in the case o f any individual who has not attained age 72 before 
the close o f the taxable year—

(A ) if such individual has not attained age 62 before the close of 
the taxable year, any amount o f earned income (as defined in subsection 
( g ) )  in excess o f $900 received by sucli individual in the taxable year, or

(B )  if such individual lias attained age 62 before the close o f tlie 
taxable year, the sum o f ( i )  one-half the amount o f earned income 
received by such individual in the taxable year in excess o f $ 1,200 but 
not in excess o f $1,700, and ( i i )  the amount o f earned income so received 
in excess o f $1,700.

11 1188 Act Sec. 503(a) .
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(e ) R u lf . fo r  Appeication o f  Subsection (cl) (1 ) .— Subsection (d ) ( 1)  shall 
not apply to any amount excluded from  gross income under section 72 (re la tin g  to 
annuities), 101 (re la ting  to life  insurance proceeds), 104 (re la ting  to compensation 
for injuries o r sickness), 105 (re la ting  to amounts received under accident and 
health p lans), 402 (re la ting to taxability o f beneficiary o f employees' t ru s t ) , o r 
403 (re lating to taxation o f employee annuities).

( f )  P ublic  R etirement S ystem  D efined .— F o r purposes o f  subsection (c )  (2 ) ,  
the term "public retirement system ”  means a pension, annuity, retirement, o r 
similar fund o r system _ established by the United States, a State, a T e rr ito ry ,
a possession o f the United States, any political subdivision o f any o f the fo re ­
going, o r the D istric t o f Columbia.

(g ) E arned I ncome D efined .— F o r purposes o f  subsections (b ) and (d )  ( 2 ) ,  
the term "earned income" has the meaning assigned to such term in section 911
(b ), except that such term  does not include any amount received as a pension 
or annuity.

(h ) Nonresident A l ien  I nelig ible for Credit.— N o credit shall be a llow ed 
under subsection (a )  to any nonresident alien.

( i )  S pecial R uler for C ertain M arried Coupler —
(1 ) E lection .— A husband and wife who make a  jc in t return fo r  the

taxable year and both o f whom have attained the age o f (>5 before the close 
o f the taxable year may elect (a t such time and in such m an re r as the Secre­
tary o r his delegate by regulations prescribes) to determ ine the amount o f 
the credit a llowed by subsection (a ) by applying the provisions o f para­
graph ( 2 ).

(2 ) S pecial rules .— I f an election is made under paragraph (1 ) fo r  the
taxable year, fo r  purposes of subsection (a )—

(A ) if either spouse is an individual who has received earned 
income within the meaning o f subsection (h ) ,  the o ther spouse sha ll he 
considered to he an individual who has received earned income within 
the meaning o f such subsection; and

( I I )  subsection (d ) shall he considered as provid ing that the amount
o f the combined retirement income o f both spouses shall not exceed
$2 ,2R6 , less the sum o f the amounts specified in paragraphs ( 1)  and ( 2 ) 
o f subsection (d ) fo r  each spouse.

( j )  Cross R eference.—
F o r disallowance o f credit where tax is computed by Secretary o r  Ids 

delegate, see section 6014 (a ) .



[IT 1190]
ACT SEC. 504. C R E D IT  F O R  C H IL D  C A R E  E X P E N S E S .
Aft Sec. 504 (a )  A llowances ok Credit for C h ild  Carf. E xpenses .—

(I) 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:

[C ode Sec. 44A ]
UC. <4A. E X P E N S E S  F O R  H O U S E H O L D  A N D  D E P E N D E N T  C A R E  S E R V ­

IC E S  N E C E S S A R Y  F O R  G A IN F U L  E M P L O Y M E N T .
'(») Allowance of Credit .— I n the case o f an individual who maintains a household 

Includes as a member one o r  m ore qua lify ing  individuals (as defined in subsec- 
"■* (0 (1 ) ) ,  there shall be a llowed as a credit against the tax imposed by this chapter 
w Hi' taxable yea r an amount equal to 20  percent o f the employment-re lated expenses 
•• defined in subsection ( c ) ( 2 ) )  paid by such individual during the taxable year.

*(!>) Application W it h  O ther Credits.— T he credit allowed by subsection (a )  shall 
M '(feed the amount o f the tax imposed by this chapter fo r the taxable year reduced by the 
—I'd the credits a llow ab le under—

" (1 ) section 33 (re la ting  to foreign tax  c red it),
" (2 ) section 37 (re la ting  to credit fo r  the e ld e r ly ),
" (3 ) section 38 (re la ting  to investment in certain depreciable p rop e rty ),
" (4 ) section 40 (re la ting  to expenses o f w ork incentive p rog ram s),
" (5 ) section 41 (re la ting  to contributions to candidates fo r  public o ffice),
**(fi) section 42 (re la ting  to general tax  c red it), and
" (7 ) section 44 (re la ting  to purchase o f new principal residence).

, (<) Defin it ions of Q ual ify ing  I ndiv idual and E m ployment-R elated E xpenses .—  
* fnposcs o f this section—

“ (1 ) Q ual ify ing  ind iv idual .— T he term  qualify ing individual’ means—
"(A ) a dependent of the taxpayer who is under the age of 15 and with rc- 

•pect 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 o f the taxpayer who is physica lly o r m enta lly  incapiL,, 
o f caring fo r  himself, o r

" (C )  the spouse o f the taxpayer, i f  he is physically o r m en ta lly  incapable « 
caring fo r himself.
" ( 2 )  EMrLOYMENT-RELATED EXPENSES.—

“ (A ) In  ceneral.— The term ‘employment-related expenses' means amour:, 
paid fo r the fo llow ing expenses, but on ly  i f  such expenses are incurred to cn.il,:, 
the taxpayer to be gain fu lly  employed fo r  any period fo r  which there arc 1 ,< 
more qualifying individuals with respect to the taxpayer:

“ ( i )  expenses fo r  household services, and
" ( i i )  expenses fo r  the care o f a qua lify ing individual.

" ( B )  E xception .— E mployment-related expenses described in subparagra|,!,
(A )  which are incurred fo r services outside the taxpayer’s household shall |„ 
taken into account on ly  if incurred fo r  the care o f a qua lify ing individual i|r 
scribed in paragraph ( 1 ) (A ) .

" (d )  D ollar L im it  on A mount C reditadle.—T he amount o f  the cmploymcnt-rdait! 
expenses incurred during any taxable yea r which m ay be taken in to  account under sub­
section (a )  sha ll not exceed—

" ( 1 )  $2 ,0 0 0  i f  there is 1 qua lify ing individual with respect to the taxpayer fo r sutli 
taxable year, o r

“ (2 )  $4,000 if there arc 2  o r more qualify ing individuals w ith respect to  the taxpayu 
fo r  such taxable year.
" (e )  E arned I ncome L im ita t ion .—

" (1 )  I n general,— E xcept as otherw ise provided in this subsection, the amount nl 
the employment-related expenses incurred during any taxable yea r which may Ik 
taken into account under subsection (a )  shall not exceed—

" (A )  in the ease o f an individual who is not married at the close o f sucli 
year, such individual's earned income fo r  such year, o r

" ( B )  in the case o f an individual who is married a t the close o f such yr.ir, 
the lesser o f  such individual's earned income o r the earned income o f his spume 
fo r  such year.
" ( 2 )  S pecial rule for spouse w ho  is  a student incapable of caring for h im se i.p. -  

In  the ease o f a spouse who is a student o r a qualified individual described in sule.rc- 
tion ( c ) ( 1 ) (C ) ,  fo r  purposes o f paragraph (1 ) ,  such spouse sha ll be deemed fo r raih 
month during which such spouse is a fu ll-tim e student at an educational instituticn. 
o r is such a qua lify ing individual, to be ga in fu lly  employed and to have earned inconi' 
o f not less than—

" (A )  $166 i f  subsection ( d ) ( 1 )  applies fo r  the taxable year, o r 
“ ( B )  $333 if subsection ( d ) ( 2 )  applies fo r  the taxable year.

In  the case o f any husband and wife, this paragraph shall apply with respect to only 
spouse fo r any one month.
" ( f )  SrECiAL R ules .— F o r  purposes o f this s e c t io n --

“ (1 ) M a in ta in in g  househo ld .— An individual sha ll be treated as maintaining ‘  
household fo r any period on ly  if over ha lf the cost o f maintaining the household f«>* 
such period is furnished by such individual (o r , if such individual is m arried durirn: 
such period, is furnished by such individual and his spouse).

" ( 2 )  M arried couples m ust  f ile  jo in t  return .— I f the taxpayer is married at tl'f 
close o f the taxable year, the credit sha ll be allowed under subsection (a )  on ly  if ll<* 
taxpayer and his spouse file a jo in t return fo r  the taxable year.

“ (3 ) M a r i t a l s ta tu s .— An individual lega lly  separated from  his spouse under 1 

decree o f divorce o r o f separate maintenance s lia ll not be considered as married.
m i 90 Act Sec. 504(c)



Tax Reform Act of 1976 1071

*(<) CUIMW MARRIED INDIVIDUALS LIVING APART.— I f—
" (A ) an individual who is married and who files a separate retu rn—

" ( i )  maintains as his home a household which constitutes fo r  more than 
one-balf o f the taxable year the principal place o f abode o f a qualify ing indi­
vidual, and

" ( i i )  furnishes over ha lf o f  the cost o f maintaining such household during the 
taxable year, and
" (B ) during the last 6 months o f such taxable yea r such individual's spouse 

H not a member o f such household,
Individual shall not be considered as m arried .

•($) Sri.ClAL dependency test in  case of divorced parents, etc.— I f—
" (A ) a child (as defined in section 1 5 1 (e ) (3 ) )  who is under the age o f iz o r 

wlio is physically o r mentally incapable o f caring fo r  h im self receives over h a lf o f 
l>i« support during the calendar year from  his parents who arc divorced o r  leg a lly  
irp.iraleri under a decree o f divorce o r separate maintenance o r who are separated 
iindrr a written separation agreement, and

" ( I I )  such child is in the custody o f one o r both o f his parents fo r  m ore than 
unt-half o f the calendar year,

4 it.w rase o f any taxable year beginning in such calendar year such child sha ll be 
wind «.1 being a qualify ing individual described in subparagraph (A )  o r  ( B )  o f 
►■Lin lion ( c ) ( 1) , as the case may be, w ith respect to  that parent who has custody 
t* * longer period during such calendar year than the o ther parent, and sha ll not be 
w**nd an being a qualify ing individual with respect to  such o ther parent.

r (f.) Payments to related ind iv iduals .—
" (A ) In  c en e ra l.— Except as provided in subparagraph (B ) ,  no credit sha ll 

l«r illowcd under subsection (a )  fo r any amount paid by the taxpayer to  an indi­
vidual bearing a relationship to  the taxpayer described in paragraphs ( 1) th rough 
(It) of section 152 (a ) (re la ting  to  definition o f dependent) o r to  a dependent 
dneribed in paragraph (9 ) o f such section.

"(11) E xception .— Subparagraph (A ) sha ll not app ly to  any amount paid by 
llir taxpayer to an individual with respect to  whom, fo r  the taxable yea.- o f the 
liipaycr in which the service is perform ed, neither the taxpayer nor his spouse is 
• iilillrd to a deduction under section 151 (c ) (re la ting  to deduction fo r  personal 
H'mptions fo r dependents), but o n ly  if the service with respect to which such 
♦mount is paid constitutes employment w ithin the meaning o f section 3 1 21 (b ).
"(7 ) St u i-.nt.—T he term  ‘student’ means an individual who during each o f 5 

M-«*dif months during the taxable year is a fu ll-tim e student at an educational 
"Vm/aliou.

“ '*) Educational organization .— T he term  ‘educational organization* means an 
•-►♦iliHial organization described in section 1 7 0 ( b ) ( l ) (A ) ( i i ) .
i • Ib i.nunoN s.—The Secretary sha ll prescribe such regulations as may be necessary " ‘ i out the purposes o f this section.”

Clerical amendment .— T he tab le o f sections fo r  subpart A  o f part I V  o f 
-"■"•Hrr A o f chapter 1 is amended by inserting before the item re lating to  section 
' billowing new item:

hA . Expenses fo r household and dependent care services necessary fo r  gainful 
employment."

[flllOl]
** 504 (b ) R epeal of D eduction for C h ild  Care E xpenses .—

'D  I n general.— S ection 214 (re lating to expenses fo r  household and dependent care 
netexsary fo r  gainfu l employment) is hereby repealed.

Act Sec. 504(b) H I 191
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Code Sec. 214 before repea l:
S E C . 214! E X P E N S E S  F O R  H O U S E H O L D  A N D  D E P E N D E N T  C A R E  

S E R V IC E S  N E C E S S A R Y  F O R  G A IN F U L  E M P L O Y M E N T .
(a ) A llowance  ̂of D eduction .— I n the case o f an individual who maintains 

a household which includes as a member one o r  m ore qua lify ing individuals (as 
defined in subsection ( b ) ( 1 ) ) ,  there sha ll be a llow ed as a deduction the employ­
ment-related expenses (as defined in subsection ( b ) ( 2 ) )  paid by him during the 
taxable year.

(b )  D ef in it ions , Etc.— F o r purposes o f this section—
(1 )  Q ual ify in g  ind iv idual .—T he term  "qua lify ing  ind ividual" means—

(A )  a dependent o f the taxpayer who is under the age o f IS and 
with respect to whom  the taxpayer is entitled to a deduction under 
section 151 (e ),

( B )  a dependent o f the taxpayer who is physica lly  o r  m enta lly  
incapable o f caring fo r  him self, o r

(C ) the spouse o f the taxpayer, if he is physica lly  o r m enta lly 
incapable o f caring fo r  himself.
(2 )  E mployment-related expenses .—T he term "employment-related ex­

penses" means amount paid fo r  the fo llow ing expenses, "but on ly  i f  such 
expenses arc incurred to enable the taxpayer to be ga in fu lly  employed :

(A) expenses fo r  household services, and
(B )  expenses fo r  the care o f a qualify ing individual.

(3? M a inta in ing  a household .— A n individual sha ll be treated as main­
taining a household fo r  any period on ly  if over ha lf o f the cost o f maintaining 
the household during such period is furnished by such individual (o r  if such 
individual is m arried during such period, is fu rnished by such individual 
and his spouse).
(c ) L im itat ions on A mounts D eductim .e.—

(1 ) I n general.— A deduction shall be allowed under subsection (a )  fo r 
employment-related expenses incurred during any month on ly  to the extent 
such expenses do not exceed $400.

(2 )  E xpenses m ust  dk for services in  t h e  household .—
(A ) I n general.— E xcept as provided in subparagraph (B ) ,  a de­

duction sha ll be allowed under subsection (a ) fo r employment-re lated 
expenses on ly  if they arc incurred fo r services in the taxpayer's household.

( B )  E xception .— E mployment-re lated expenses described in sub­
section ( b ) ( 2 ) ( B )  which arc incurred fo r services outside the taxpayer’s 
household shall he taken into account on ly  if incurred fo r  the care o f a 
qualify ing individual described in subsection ( b ) ( 1 ) (A )  and on ly  to the 
extent such expenses incurred during any month do not exceed—

( i )  $200, in the case o f one such individual,
( i i )  $300, in the case o f two such individuals, and
( i i i ) $400, in the case o f three o r m ore such individuals.

(d )  I ncome L im itat ion .— I f the adjusted gross income o f the taxpayer 
exceeds $35,000 f o r  the taxable year during which the expenses are incurred, the 
amount o f the employment-related expenses incurred during any month o f such 
year which may be taken into account under this section shall (a fte r the app li­
cation o f subsections ( c ) ( 5 )  and ( c ) )  be further reduced by that portion o f one- 
ha lf o f the excess o f the adjusted gross income ove r $35,000 which is p roperly  
allocable to such month. F o r purposes o f the preceding sentence, if the taxpayer

U 1191 Act Sec. 504(b)
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, i Pilot la w ----------------------------------------------------- —

'  ̂married during: any period o f the taxable year, there sha ll be taken into account 
i ,|lt combined adjusted gross income o f the taixpayer a .d his spouse fo r  such period.

(e) S i'ecial R ules .— F o r  purposes o f  this section—
(1 ) M arried couples m ust  f ile  jo in t  return . - - I f  the taxpayer is m ar­

ried at the close o f the taxable year, the deduction provided by subsection
(a ) shall be allowed on ly  i f  the taxpayer and his spouse file a single re tu rn  
jointly fo r the taxable year.

(2 ) Ga in ful  employment requirement .— I f the taxpayer is m arried fo r  
any period during the taxable year, there shall be taken into account em ­
ployment-related expenses incurred during any month o f such period on ly  if—

(A ) both spouses are gain fu lly  employed on a substantia lly fu ll-tim e 
basis, o t

( B )  the spouse is a qualify ing individual described in subsection
(b ) ( 1 ) (C ) .
(3 ) C e rta in  m arried ind iv idua ls liv in g  ap a rt .— An individual who fo r  

the taxable year would be treated as not married under section 143 (b ) if 
paragraph ( 1) o f such section refe rred to any dependent, sha ll be treated as 
not married fo r  such taxable year.

(4 ) Paym en ts to  re la te d  ind iv idua ls .— N o deduction shall be allowed 
under subsection (a ) fo r  any amount paid by the taxpayer to an individual 
hearing a relationship to the taxpayer described in paragraphs ( 1 )  th rough 
(8 ) o f section 152 (a ) (re la ting  to definition o f dependent) o r to a dependent 
described in paragraph (9 ) o f such section.

(5 ) R eduction for certain pa ym en ts— I n the case o f employment-related 
expenses incurred during any taxable year so le ly  with respect to a qua lify ing 
individual (o th e r than an individual who is a lso described in subsection
(h ) ( 1 ) (A ) ) ,  the amount o f such expenses which m ay be taken into account 
for purposes o f this section shall (b e fo re  the application o f subsection (c ) )  
be reduced—

(A ) i f  such individual is described in subsection ( b ) ( 1 ) ( B ) ,  by the 
amount by which the sum o f—

( i )  such individual's adjusted gross income fo r  such taxable 
year, and

( i i )  the disability payments received by such individual du r­
ing such year,

exceeds $750, o r
(B )  in the case o f a qualify ing individual described in subsection

( b ) ( 1 ) (C ) ,  by the amount o f disability payments received by such ind i­
vidual during the taxable year.

For purposes o f this paragraph, the term  "d isab ility  payment" means a pay­
ment (o ther than a g ift) which is made on account o f the physical o r m ental 
condition o f an individual and which is not included in gross income.
( f )  R egulations.—T he Secretary o r  his delegate shall prescribe such rcgu- 

| h lion j as may be necessary to carry  out the purposes o f this section.
_____
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A t  y o u r  r e q u e s t ,  I a m  a t t a c h i n g  t h e  s c h e d u l e  o f  S t a t e  s u p p o r t  f o r  

c h i l d  c a r e  a c c o r d i n g  t o  i n c o m e  t h a t  i s  a v a i l a b l e  u n d e r  t h e  C o m m u n i t y  
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m e n t  o f  H e a l t h  a n d  S o c i a l  S e r v i c e s ,  a  s m a l l  a m o u n t  o f  d a y  c a r e  i s  

f u n d e d  f o r  A F D C  r e c i p i e n t s  i n  a r e a s  w h e r e  C o m m u n i t y  a n d  R e g i o n a l  

A f f a i r s  d o e s  n o t  h a v e  c o n t r a c t s  w i t h  l o c a l  o r g a n i z a t i o n s  a n d  f o r  
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G ^ o d f N e w s  A n d  B a d  I n  S t o r e  

i j t i r  P a r e n t s  O f  D a y  C a r e  K i d s
Parents wh<j'annually deduct a portion of credit be allowed and, conversely, will save 

their,i;day cafe' payments from state and that much should the credit not be permitted, 
fedefjil income-tax statements have two sur- Juneau Rep. Jim Duncan said today he is 
prisggiin store'Tfor them this year. And, as the preparing legislation which would allow the 
sayitig goes, it’s good news and bad news. federal credit for day care on Alaskan income 
The good news is the new federal law that tax returns. Other legislators also reportedly 

allows day care payments to be taken as a are looking into the dilemma, 
credit off the top of »ncome tax payments Jenkins said legislation amending the credit 
rather than as a mere deduction among other law could face severe “logistics problems” as 
itemized deductions. The bad news is that the it could take months for a bill to clear the 
state can’t follow suit and may be $7 million legislature and by then many Alaskans will 
richer because of it. already have filed income tax returns.
In 1976 when Congress passed legislation However. Duncan said parents could file 

granting income tax credits as incentives for amended returns with the child care credit 
housing construction the Alaska Legislature, and he said he planned to make the legislation 
estimating these credits could be too costly to retroactive to last year's child care costs, 
the state, passed a law mandating federal 
credits wouldn’t be available to Alaska tax­
payers filing state income tax returns until two 
years after the credits are enacted.
Until 1976 the state automatically piggy­

backed on federal income tax regulations, said
state auditor Gary Jenkins. \ C
Last year child care payments were con- J  ^  f t

sidered deductions and parents could, under a ^  Isidered deductions and parents could, under a 
complicated and restrictive formula, include 
these payments under itemized deductions.
However, Congress has passed an amend­

ment allowing child care costs to be deducted 
as a direct credit from income tax payments. 
A parent with one child, for example, can 
deduct 20 per cent of his child care costs up to 
$400 maximum.
Since the state does not follow federal 

credits, child care payments can neither be 
deducted nor considered credits on state in­
come tax returns until Jan. 1. 1978.
Jenkins said his staff is now researching the 

impact of the loss of child care credits. He said 
his "hip-pocket guess' is that the state would 
lose an estimated $5 to $7 million should the
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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, I 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,

St e r 1ing^Ga 
Comm Isirl oner
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J a n u a r y  26, 1 9 7 7

T h e  H o n o r a b l e  J o h n  S a c k e t t  
C h a i r m a n ,  S e n a t e  r i n a n c e  C o m m i t t e e  
A l a s k a  S t a t e  L e g i s l a t u r e

T h e  H o n o r a b l e  S t e v e  C o w p e r  
C h a i r m a n  H o r s e  F i n a n c e  C o m m i t t e e  
A l a s k a  S t a t e  L e g i s l a t u r e

D e a r  S e n a t o r  S a c k e t t  a n d  R e p r e s e n t a t i v e  C o w p e r :

I h a v e  i n c l u d e d  in t h i s  l e t t e r  a n  i t e m i z a t i o n  o f  c h a n g e s  in  
t h e  f e d e r a l  i n c o m e  t a x  c o d e  w h i c h  a r e  n o t  i n c o r p o r a t e d  b y  
r e f e r e n c e  i n t o  t h e  A l a s k a  i n c o m e  t a x  s t a t u t e s  (AS 4 3 . 2 0 ) .  I 
b r i n g  t h e s e  i t e m s  to  y o u r  a t t e n t i o n  i n  o r d e r  t h a t  t h e  
l e g i s l a t u r e  m a y  m a k e  p o l i c y  d e t e r m i n a t i o n s  o n  t h e i r  i n c l u s i o n  
o r  c o n t i n u e d  e x c l u s i o n .

I n  S e c t i o n  1, C h a p t e r  125 S L A  1 9 7 6 ,  t h e  i n c o m e  t a x  s t a t u t e  
w a s  a m e n d e d  to p r o v i d e  t h a t  n e w l y  e n a c t e d  p r o v i s i o n s  o f  t h e  
I n t e r n a l  R e v e n u e  C o d e  w h i c h  c h a n g e  o r  m o d i f y  e x e m p t i o n s  f r o m  
t a x  o r  c r e d i t s  a g a i n s t  t a x  w o u l d  n o t  b e c o m e  i n c o r p o r a t e d  b y  
r e f e r e n c e  i n t o  A l a s k a  lav; u n t i l  t h e  s e c o n d  J a n u a r y  f o l l o w i n g  
t h e i r  e n a c t m e n t  b y  C o n g r e s s .  T h u s  t h e  A l a s k a  L e g i s l a t u r e  
•would h a v e  t w o  y e a r s  in w h i c h  t o  d e c i d e  w h e t h e r  c h a n g e s  o r  
m o d i f i c a t i o n s  in f e d e r a l  e x e m p t i o n s  o r  c r e d i t s  s h o u l d  a p p l y  
f o r  A l a s k a  p u r p o s e s .  In 19 7 6  C o n g r e s s  m a d e  t w o  m a j o r  c h a n g e s  
i n  t h e  t a x  c r e d i t  a r e a  w h i c h  w e r e  n o t  i n c o r p o r a t e d  i n t o  
A l a s k a  law. T h e s e  t w o  c r e d i t s  a r e  a s  f o l l o w s :

1. C o n g r e s s  r e p e a l e d  t h e  c h i l d  c a r e  i t e m i z e d  d e d u c t i o n  a n d  
s u b s t i t u t e d  in its p l a c e  a c r e d i t  e q u a l  t o  20% o f  c h i l d  c a r e  
e x p e n s e s  u p  to a c e i l i n g  a m o u n t .  T h e  c e i l i n g  i s  $ 2 0 0 0  i n  c h i l d  
c a r e  e x p e n s e s  f o r  1 d e p e n d e n t  ($400 c r e d i t )  o r  $4 , 0 0 0  i n  c h i l d  
c a r e  e x p e n s e s  for 2 o r  m o r e  d e p e n d e n t s  ( $ 000 c r e d i t ) . I n  
a d d i t i o n  to m a k i n g  it a c r e d i t  r a t h e r  t h a n  a d e d u c t i o n ,  C o n g r e s s  
e l i m i n a t e d  the p r e v i o u s  i n c o m e  l i m i t a t i o n .  S i n c e  t h e  p r e v i o u s  
i t e m i z e d  d e d u c t i o n  w a s  r e p e a l e d  a n d  i t s  r e p l a c e m e n t  is a 
c r e d i t ,  A l a s k a  h a s  n e i t h e r  t h e  d e d u c t i o n  o r  t h e  c r e d i t  u n t i l  
t h e  1 9 7 0  tax y e a r  w h e n  the c r e d i t  w i l l  b e c o m e  i n c o r p o r a t e d .  
S p e c i f i c  l e g i s l a t i v e  a c t i o n  w i l l  b e  n e c e s s a r y  to e l i m i n a t e  
t h e  c r e d i t  p e r m a n e n t l y  o r  to m a k e  i t  a p p l y  s o o n e r .

2. A n o t h e r  tax c r e d i t  c h a n g e  is t h e  c h a n g e  m a d e  t o  t h e  
r e t i r e m e n t  i n c o m e  c r e d i t  (IRC S e c t i o n  37) . T h i s  c r e d i t  
lias b e e n  r e n a m e d  a c r e d i t  f o r  the e l d e r l y  s i n c e  t h e  c r e d i t



i s  n o  l o n g e r  r e s t r i c t e d  to  r e t i r e m e n t  i n c o m e .  T h e  n e w  
c h a n g e  b r o a d e n s  the b a s e  f r o m  j u s t  r e t i r e m e n t  i n c o m e  to  
a l l  i n c o m e  f r o m  w h i c h  t h e  15 p e r  c r e d i t  is c a l c u l a t e d .
I n  a d d i t i o n  t h e  m a x i m u m  a m o u n t  o f  i n c o m e  a g a i n s t  w h i c h  
t h e  c r e d i t  c a n  a p p l y  h a s  a l s o  b e e n  i n c r e a s e d  t o  $3 ,750 f o r  
m a r r i e d  c o u p l e s  f i l i n g  j o i n t l y  b o t h  o f  w h o m  a r e  o v e r  
65 a n d  $ 2 , 5 0 0  f o r  s i n g l e  p e r s o n s .  T h e  c e i l i n g  w a s  
p r e v i o u s l y  $ 1 , 5 2 4  p e r  p e r s o n .  U n l e s s  t h e  l e g i s l a t u r e  
t a k e s  s p e c i f i c  a c t i o n  t h e  o l d  c r e d i t  r u l e s  w i l l  a p p l y  
u n t i l  the 1978 t a x  y e a r .  T h e  d e p a r t m e n t  r e c o m m e n d s  t h a t  
t h e  n e w  c h a n g e s  b e  a d o p t e d  f o r  A l a s k a  p u r p o s e s .

In a d d i t i o n  to f e d e r a l  c r e d i t s  a n d  e x e m p t i o n s  w h i c h  a r e  
n o t  a u t o m a t i c a l l y  i n c o r p o r a t e d  b y  r e f e r e n c e ,  f e d e r a l  
c h a n g e s  in f e d e r a l  t a x  r a t e s  a n d  f e d e r a l  t a x  t a b l e s  a r e  
n o t  i n c o r p o r a t e d  b y  r e f e r e n c e  s i n c e  A l a s k a  h a s  a d o p t e d  
i t s  o w n  s e p a r a t e  r a t e  s c h e d u l e .  A  c h a n g e  w a s  m a d e  in 
t h e  c a l c u l a t i o n  of the 1 9 7 6  f e d e r a l  t a x  t a b l e s .  T h e  
n e w  f e d e r a l  l a w  r e p l a c e d  t h e  o p t i o n a l  t a x  t a b l e s  b a s e d  
o n  a d j u s t e d  g r o s s  i n c o m e  w i t h  n e w  t a b l e s  b a s e d  o n  t a x a b l e  
i n c o m e .  P r e v i o u s l y  t a x p a y e r s  w h o  h a d  u n d e r  $ 2 0 , 0 0 0  in 
a d j u s t e d  g r o s s  i n c o m e  a n d  d i d  n o t  i t e m i z e  t h e i r  d e d u c t i o n s  
c o u l d  go s t r a i g h t  to  t h e  t a x  t a b l e s  t o  f i n d  t h e  a m o u n t  o f  
t a x  w i t h o u t  f u r t h e r  c a l c u l a t i o n s  t o  d e t e r m i n e  the d o l l a r  
a m o u n t  o f  e x e m p t i o n s  o r  s t a n d a r d  d e d u c t i o n .  T h e  t a b l e s  
a u t o m a t i c a l l y  c a l c u l a t e d  t h e  e x e m p t i o n s  a n d  s t a n d a r d  
d e d u c t i o n .  W i t h  t h e  c h a n g e  t o  t a x a b l e  i n c o m e  t h e  t a x p a y e r  
w i l l  h a v e  t o  c o m p u t e  h i s  o r  h e r  s t a n d a r d  d e d u c t i o n  a n d  
e x e m p t i o n s  p r i o r  to g o i n g  t o  t h e  t a x  t a b l e .  S i n c e  A l a s k a  
l a w  b a s e s  its t a x  t a b l e s  o n  a d j u s t e d  g r o s s  i n c o m e  t h e  
f e d e r a l  c h a n g e  w i l l  n o t  a p p l y .  T h e  d e p a r t m e n t  r e c o m m e n d s  
t h a t  tax t a b l e s  for A l a s k a  i n c o m e  t a x  p u r p o s e s  r e m a i n  
b a s e d  u p o n  a d j u s t e d  g r o s s  i n c o m e  r a t h e r  t h a n  u p o n  t a x a b l e  
i n c o m e  b e c a u s e  it  s i m p l i f i e s  t h e  t a x  c a l c u l a t i o n  f o r  t h e  
t a x p a y e r .

If you, o r  y o u r  s t a f f  h a v e  a n y  f u r t h e r  q u e s t i o n s  a b o u t  
r e c e n t  f e d e r a l  i n c o m e  t a x  c h a n g e s  p l e a s e  l e t  m e  k n o w .

S i n c e r e l y ,

S t e r l i n g  G a l l a g h e r  
C o m m i s s i o n e r



Introduced: 2/9/77
Referred: Finance

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

2 ■ 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 providing for

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 (26 U.S.C.

sec. 3/) 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).
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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 

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).
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"S E C . 37. C R E D IT  F O R  T H E  E L D E R L Y .
“ (a )  G knkra i. Ru r.r.— In the case o f an individual who has attained age 6S before the 

dose o f the taxable year, there shall he allowed as a credit against the tax imposed by this 
chapter fo r the taxable year an amount equal to IS percent o f such individual's section 37 
amount fo r such taxable year.

" ( h )  Sr.ctioN 37 A mount.— F o r purposes o f subsection ( a )—
" ( 1 )  I n gf.nkral.— A n individual's section 37 amount fo r the taxable year is the 

applicable in itia l amount determined under paragraph (2 ) ,  reduced as provided in 
paragraph (3 )  and in subsection (c ) .

" ( 2 )  I n it ia i. amount.— T he initial amount is—  ' * .
• " (A )  $2,500 in the ease o f a single individual,

“ ( I I )  $2,500 in the ease o f a jo in t return where on ly  one spouse is eligible
fo r  the credit under subsection (a ) ,

" (C )  $3,750 in the ease o f a jo in t retu rn  where both spouses are eligible fo r  
the credit under subsection (a ) , o r

" ( D )  $1,875 in the ease o f a m arried individual filing a separate return .
" ( 3 )  R kiujction .— T he reduction under this paragraph is an amount equal to  the 

sum  o f the amounts received by the individual (o r , in the ease o f a jo in t return , by 
either spouse) as a pension o r annuity—

" (A )  under title 11 o f the Social Secu rity  Act,
" (H )  under the Railroad Retirement Act o f 1935 o r  1937, o r
" (C )  otherw ise excluded from  gross income.

Ac! See. 503(a) illlOO
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N o reduction shall he made under this paragraph fo r  any amount excluded fiom  gross 
income under section 72 (re la ting  in annu ities), 101 (re la ting  to life  insurance pm. 
cccds), 104 (re la ting  to compensation fo r  in juries o r sickness), 105 (re la ting in 
amounts received under accident and health p lan s ), 120 (re la ting  to amounts received 
under qualified group legal services p lan s ), *102 (re la ting  to taxab ility  o f beneficiary r,( 
employees' tru s t), 403 (re la ting  to taxation o f employee annu ities), o r 405 (re la ting  p, 
qualified bond purchase p lans).
" (c )  L im itat ions .—

‘ s«/ A djusted gross income lim itation .'— I f -ilie adjusted gross income o f the 
taxpayer exceeds—

" (A )  $7,500 in the ease o f a single individual,
" ( I i )  $ 10,000 in the case o f a jo in t return , o r
" (C )  $5,000 in the ease o f a m arried individual filing a separate return,

the section 37 amount shall he reduced by one -h a lf o f the excess o f the ad justed gross 
income over $7,500, $10,000, o r  $5,000, as the ease may he.

" (2 )  L im itation  iiasf.ii on amount of tax .— T he amount o f the credit allowed by 
this section fo r .lie taxable year shall not exceed the amount o f the tax imposed by 
this chapter fo r such taxable year.
" ( d )  D efin it io ns and S pecial R ules .— F o r  purposes o f this section—

" (1 )  M arried coupi.f. m u st  f ile  jo in t  return .— E xcept in the case o f a husband 
and wife who live apart at a ll times during the taxab le year, if the taxpayer is married 
at the close o f the taxable year, the credit provided by this section shall he allowed 
on ly  if the taxpayer and his spouse file a jo in t  return fo r  the taxable year.

" ( 2 )  M arital status .— M arita l status sha ll be determined under section 143.
" ( 3 )  Joint return .— T he term 'joint re tu rn ’ means the jo in t return o f a husband 

and wife made under section 6013.
" ( c )  E lection of P rior L aw  W ith R espect to P uiilic  R etirement S ystem I ncome.--

" ( 1 )  I n general.— I n the ease o f  a taxpayer who has not attained age 65 before 
the close o f the taxable yea r (o ther than a married individual whose spouse has 
attained age 65 before the close o f the taxab le y ea r ), his credit ( i f  any ) under tlm 
section sha ll he determ ined under this subsection,

" ( 2 )  O ne spouse ace 65 on over.— I n the case o f a married individual who li.i* 
not attained age 65 before the close o f the taxable year hut whose spouse has attained 
such age, this paragraph sha ll app ly fo r  the taxable year on ly  if both spouses cirri, 
at such time and in such manner as the Secre tary  shall by regulations prescribe, I" 
have this paragraph apply. I f  this paragraph applies fo r the taxab le year, the credit 
( i f  any) o f each spouse under this section sha ll he determ ined under this subsection

" (3 )  Computation of credit.— I n the ease o f  an individual whose credit under this 
section fo r the taxable year is determ ined under this subsection, there shall I f  
allow ed as a credit against the tax imposed by this chapter fo r the taxable year »» 
amount equal to 15 percent o f the amount received by such individual as retirement 
income (as defined in paragraph (4 )  and as lim ited by paragraph ( 5 ) ) .

" ( 4 )  R etirement income .— F o r purposes o f this subsection, the term  ‘ retirement 
income' means—

" (A )  in the ease o f an individual w ho has attained age 65 before the cm’ *
o f the taxable year, income fiom —

" ( i )  pensions and annuities (inc lud ing , in the case o f an individual who"- 
o r has been, an employee w ithin the meaning o f section 401 ( e ) ( 1) , d is lrd ,J 
tiotis by a trust described in section 4 0 1 (a ) which is exempt from  tax midt' 
section 5 0 1 (a ) ) ,

" ( i i )  interest,
111188 Act See. 503(a)
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tiplt fo r any amount excluded from  gross 
es), 101 (re lating lo  life  insurance pro- 
in ju ries o r sickness), 105 ( relatiiif; to 
jla n s ), 120 (re la ting lo  amounts rccciveil 
12 (re la ting  lo  taxability o f beneficiary o( 
employee annuities), or *105 (re la ting to

— I f  the adjusted gross income o f the

iv idua l, 
lean, o r
d individual filing a separate return,
■e-half o f the excess o f the adjusted gross 
ise may be.
X.— The amount o f the- credit allowed by 
ecccd the amount o f the tax imposed by

purposes of this section—
irrutiN .— Except in the ease o f a husband 
| jc taxable year, if the taxpayer is married 
Inrovidcd by this section shall be allowed 
Im t return fo r  the taxable, year.
la a ll be determined under section 143.
u rn ' means the jo in t return o f a husband

:  to  l\m u c  R ctirement S ystem I ncome.—
payer who has not attained age 65 before 
a married individual whose spouse lias 

able yea r), his credit ( i f  any ) under this 
nion.
lhc ease o f a married individual who has 
ixa ldc year but whose spouse lias attained 
e taxable year on ly if both spouses elect, 
ecrc lary  shall by regulations prescribe, to 
rh applies fo r the taxable year, the credit 
shall be determined under this subsection.
sc o f an individual whose credit under this 
J under this subsection, there shall be 
1 by this chapter fo r the taxable year an 
received by such individual as retirement 
s lim ited by paragraph (5 ) ) .
:s o f this subsection, the term 'retirement

avlio has attained age 65 before the close

eluding, in the case o f an individual who is, 
iie meaning o f section *101 ( c ) ( 1), di.strilm- 
i) 4 0 1 (a ) which is exempt from  tax under

" ( i i i )  rents, . •
f  * '(iv ) dividends,

" ( v )  bonds described in section 4 0 5 (b ) (1 )  which arc received under a 
qualified bond purchase plan described in section 4 0 5 (a ) o r  in a d istribution 
from  a trust described in section 4 0 1 (a ) which is exempt from  tax under 
section 501 (a ) , o r  retirement bonds described in section 409, and

" (v i )  an individual retirement account described in section 4 0 8 (a ) , o r  an 
individual retirement annuity described in section 4 0 3 (b ) ; o r
" (B )  in the ease o f an individual who has not attained age 65 before the. dose 

o f the taxable year, income from  pensions and annuities under a public retirem ent 
system (as defined in paragraph ( 8 ) ( A ) ) ,

to the extent included in g ross income w ithout reference to this subsection, but on ly  
to the extent such income does not represent compensation fo r  personal services 
rendered during the taxable year.

" ( 5 )  L im itation  on re tirem en t income.— F o r purposes o f this subsection, the amount 
o f retirement income sha ll not exceed $2 ,£ 0 0 less—

" (A )  the reduction provided by subsection (b ) ( 3 ) ,  and
" ( B )  in the ease o f any individual who lias not attained age 72 before the 

close o f the taxable year—
" ( i )  if suth individual lias not attained age 62 be fo re  the close o f the 

1 taxable year, any amount o f earned income (as defined in paragraph ( 8 ) ( 11) )
i in excess o f $900 received by such individual in the taxable year, o r
I "(>>) i f  such individual has attained age 62 before the close o f the taxab le
I year, the sum o f one-ha lf the amount o f earned income received by such
i. individual in the taxable year in excess o f $1,200 but not in excess o f $1,700,
| and the amount o f earned income so received in excess o f $1,700.

" ( 6 )  L im ita t io n  in  case o r mark ten iNtnvmuAi.s.— In the ease o f a jo in t return , 
paragraph (5 ) sha ll lie applied by substituting ‘$3,750’ fo r '$2,500'. The  $3,750 provided 
by the preceding sentence sha ll lie divided between the spouses in such amounts as may 

j he agreed on by them, except that not m ore than $2,500 may be assigned to e ither
spouse.

1 " ( 7 )  L im itation  in  th e  case ok sep a ra te  re tu rn s .— In  the case o f a married 
individual filing a separate retu rn , paragraph (5 )  sha ll he applied by substituting 

i; *$1,875’ fo r ’$2,500'.
" ( 8 ) Definitions.-— F o r purposes o f this subsection—

" (A )  P u iiuc  retirement system defined .— T he term 'public retirement system'
j incans a pension, annuity, retirem ent, o r s im ila r fund o r  system established by the

United States, a State, a possession o f the. United States, any politica l subdivision 
; o f any o f the fo regoing , o r the D is tric t o f Columbia.

" (11 ) F.aiineo income.— T he term ‘earned income’ lias the meaning assigned to
such term  by section 9 1 1 (b ), except that such term  docs not include any
amount received as a pension o r annuity.

[ “ ( f )  N onresident A men I nm .ic iiii.f. you C k ij iit .— N o credit sha ll lie a llow ed under this
j fcctiou to any nonresident a lien .”

• 0 Prior Law______________________________________________________________
J Code Sec. 37 before amendment:
; SEC . 37. R E T IR E M E N T  IN C O M E .

(a )  Genera i. R im.f..— I n the ease o f an individual who lias received earned 
income before the beginning o f the taxable yea r, t lirre  sha ll be a llow ed as a
credit against the tax imposed by ibis chapter fo r the taxable yea r an amount

‘Act See. 503(a) 111108
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equal to 17 percent, in the case i i i  a taxa’,;'.- year beginning in 196-1, o r 15 per-
cent, in the case o f a taxable year beginning .tflc r December 31, 1961, o f tin-
amount received by such individual as re lin-m ent income (as defined in subsec­
tion (c ) and as lim ited by subsection ( d ) ) ;  but this credit sha ll not exceed sttsii
tax reduced by the credits a llow ab le under section 3 3 (2 ) (re la ting  to tax with,
held at source on tax-free covenant bonds), section 33 (re la ting  to foreign tr,\ 
c red it), and section 35 (re la ting  to pa rtia lly  tax-exempt in terest).

(b ) In d iv id u a l W h o  H as R irr .rv rn  Earn ed  Income.— F o r purposes o f  subsec­
tion (a ) ,  an individual shall he considered to have received earned income if 
lie has received, in each o f any 10 calendar years before the taxable year, earned 
income (as defined in subsection ( g ) )  in excess o f $600. A w idow o r widower 
whose spouse had received such earned income shall he considered to have re­
ceived earned income.

(c ) R etirement I ncome.— F o r purposes o f  subsection ( a ) ,  the term "retirement 
income" means—

(1 )  in the case o f an individual who has attained the age o f 65 lx-forc 
the close o f the taxable year, income from —

(A ) pensions and annuities (including, in the case o f an individual 
who is, o r  has been, an employee within the meaning o f section -1 0 1 ( c ) ( 1 ), 
distributions by a trust described in section -101(a )  which is exempt from 
tax under section 5 0 1 (a ) ) ,

( I I )  interest,
(C )  rents,
(D )  dividends,
( I i )  bonds described in section 1 0 5 (b ) (1 )  which are received under 

a qualified bond purchase plan described in section 1 0 5 (a ) o r in a dis­
tribution from  a trust described in section 1 0 1 (a ) which is exempt from 
tax under section 5 0 1 (a ), o r retirement bonds described in section 409, 
and

( F )  an individual retirement account described in section 40R (a ) or 
an individual retirement annuity described in section 4 0 8 (b ), o r
(2 ) in the ease o f an individual who lias not attained the age o f 65 before 

the close o f the taxable year, income from pensions and annuities under a 
public retirement system (as defined in subsection ( 1) ) ,

to the extent included ill g ross income without reference to this section, but on ly
to the extent such income does not represent compensation fo r  personal services
rendered during the taxable year.

(d )  L im itation  on R etirement I ncome.— F o r purposes o f subsection (a ) ,  the 
amount of retirement income shall not exceed $ 1,524 less—

( 1 ) in the case o f any individual, any amount received by the individual 
as a pension o r annuity—

(A ) under title I I  o f the Social Security Act,
(11) under the Ra ilroad  Retirement Acts o f 1935 o r 1937, o r
(C ) otherwise excluded from  gross income, and

(2 )  in the case o f any individual who lias not attained age 72 before 
the close o f the taxable year—

(A ) if such individual lias not attained age 62 before the close of 
the taxable year, any amount of earned iiirnmc (as defined in subsection 
(g ) )  in excess o f $91K) received by such individual in the taxable year, «>r

( 11) if such individual lias attained age 62 before the close o f the 
taxable year, the siim o f ( i )  one-ha lf the amount o f canted income 
received hy surh individual in the taxable year in excess o f $ 1,26(1 but 
not in excess o f $1,700, and ( i i )  (lie amount o f earned income so received 
in excess o f $1,700.

111108 A d  See. 503(a) .
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i t prior Law.(c) Rut.r. rns A it i.ic a tion  ok S e u s r .m o s  (c l) (1 ) .— Subsection («1) ( ! )  shall 
not apply to any amount excluded from  gross income under section 72 (re la ting  to 
annuities), 101 (re la tiiif; to life insurance proceeds), KM (re la tiiif' to compensation 
(nr injuries o r sickness), 105 (re la ting  to amounts received under accident and 
jicalth p lans), <102 (re la ting to taxability o f beneficiary o f  employees’ t ru s t ), o r 
403 (re lating to taxation o f employee annuities).

( f )  P urlic  Rr.riur.MKNT S y s i i :m  D khntd .— b'nr purposes o f subsection (c )  (2 ) ,  
the term "public retirement system " means a pension, annuity, retirement, o r 
similar fund or system established by the United States, a S ta le , a T e rr ito ry , 
a possession of the United States, any po litica l subdivision o f any of the fo re ­
going, o r the D istric t o f Columbia.

(g ) E a rn ii i Incomk D rn .vr.n .— For purposes o f  subsections (b )  and (d )  ( 2 ) ,  
(lie term "earned income" has (be meaning assigned to such term in section 911 
(Ii), except that sucii term  does not include any amount received as a pension 
nr annuity.

(I i) Nonrksihknt A i.if.n  Ixi.t.iciiii.r. tor Ckkoit.- 
umlcr subsection (a )  to any nonresident alien.

-X o credit shall be a llowed

(i ) S im.cia i. Rut.iiS roit O btain  M arried Court.KS.—
( 1) R u c t io n .— A liusband and wife who make a  jo in t return fo r  the 

taxable year and both o f whom have attained tlie age o f 65 before the close 
o f the taxable year may elect (a t such time and in such manner as the Secre­
tary o r his delegate by regulations prescribes) to determ ine the amount o f 
the credit allowed by subsection (a )  by applying the prcivisiors o f para­
graph ( 2 ).(?) Srr.CiAt. rui.k.s.— I f  an election is made under paragraph (1 ) fo r  the 
taxable year, fo r purposes o f subsection ( a )—

(A ) if either spouse is an individual who lias received earned 
income within the meaning o f subsection (b ) ,  the other spouse shall be 
considered to he an individual who lias received earned income within 
the meaning o f surli subsection; and

( I t )  subsection (d ) sha ll be considered as provid ing that the amount 
o f the combined retirement income o f both spouses sha ll not exceed 
$".2,286, less the sum o f the amounts specified in paragraphs ( 1) and ( 2 ) 
o f subsection (d ) fo r each spouse.

( j )  Cross R eference. - -
F o r disallowance o f credit where tax is computed by Secretary o r  bis 

delegate, see section 601-1 (a ) .

i;1
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ACT SEC. 501. CREDIT FOR CHILD C A R E  EXPENSES.
Aft Sec, 501 (a ) A liow anci:" , ok C red it 1‘oic C iu m  Cahk Expenses.—

( I )  I n CEiiF.itai..— Subpart A o f pa rt IV  o f sube.haptcr A  o f chapter 1 (re la tiiif: to 
(lolits a llow ab le) is amended by inserting before section 15 the fo llow ing  new 
lection:

[C ode Sec. 14A ]
UC. HA. EXPENSES FOR H O U S E H O L D  A N D  D E P E N D E N T  CA R E  SERV­

ICES NECESSARY F O R  GAINFUL E M P L O Y M E N T .
' f t )  Ai.IjOWANO: o f  C redit.— In  the case o f an individual who maintains a household 

Includes as a member one o r m ore qua lify ing  individuals (as defined in subscc- 
(< )(! ) ) , there shall he allowed as a credit against the tax  imposed by this chapter 

'* tli' taxable year an amount equal to  2 0  percent o f the em p loym ent-re la ted expenses 
u fined in subsection ( c ) ( 2 ) )  paid by  such ind iv idual during the taxab le year.

'(b ) AiTi.iCATtON’ W ith  O n ikh Credits .—T he credit allowed by subsection (a )  shall 
‘ • • i r ro l die amount o f the tax imposed by this chapter fo r the taxable year reduced by the 

the credits allowable under—
" ( I )  section 35 (re la ting to foreign tax c red it),
" (2 ) section 37 (re la ting  to credit fo r  the e ld e r ly ),
“ (3 ) section 3f! (re lating to investment in certain depreciable p ro p e rty ),
“ ( I )  section 40 (re lating to expenses o f w ork  incentive p rog ram s ),
" (5 ) section 41 (re lating to  contributions to  candidates fo r  public olTicc),
"(<i) section 42 (re la ting lo  general tax c red it), and
“ (7 ) section 44 (re la ting  lo  purchase o f new principal residence).

, *(<) D efin itions of Q ual ify in g  I ndiv idual and E m ploym ent -R elatf-d E xpenses .—  
* P>f|«Krs o f this section—

" (1 ) Q ualify ing  ind iv idual .—1The term 'qua lify ing  ind iv idual’ means—
" (A ) a dependent o f the taxpayer who is under the age o f 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 o f the taxpayer who is physica lly  o r m enta lly  incaji.,!, 
o f caring fo r himself, o r

_ " (C )  the spouse o f the taxpayer, i f  he is physica lly  o r m en ta lly  incapable v< 
caring fo r  himself.
“ (2 ) Em I‘U>ym ent-related expenses .—

" (A )  In  gene ra l.—The term 'employment-related expenses' means arnnnv. 
paid fo r the fo llow ing expenses, but on ly  if such expenses arc incurred to cii.iP 
the taxpayer lo  be ga in fu lly  employed fo r any period fo r  which there arc 1 (< 
more qualify ing individuals with respect to  the taxpaye r:

" ( i )  expenses fo r household services, and
" ( i i )  expenses fo r  the care o f a qua lify ing  individual.

“ ( B )  E xception .— E mployment-re lated expenses described in subparagr.i; 
(A ) which are incurred fo r services outside the taxpayer's household shall I., 
taken into account on ly if incurred fo r  the care o f a qua lify ing individual i!t 
scribed in paragraph ( 1 ) (A ) .

" (d )  D ollar L im it  on A mount Crkuitahle.— T he amount o f  the cmploymcnt-rduM 
expenses incurred during any taxable yea r which m ay be taken into account under r.nli 
section (a ) shall not exceed—

" ( 1 ) $2 ,0 0 ) if there is 1 qua lify ing individual w ith respect to  the taxpayer fo r suili 
taxable year, o r

" ( 2 ) $ 1,000 if there arc 2 o r  more qua lify ing individuals w ith respect to the taxpajo 
fo r  such taxable year.
" (c )  E arned I ncome L im itat ion .—

" (1 )  I n general.— E xcept as otherw ise provided in this subsection, the amount i.l 
the employment-related expenses incurred during any taxab le yea r which may Ik 
taken into account under subsection (a )  shall not exceed—

" (A )  in the ease o f an individual w ho is not m arried at the close o f Midi
year, such individual's earned income fo r  such year, o r

" ( B )  in the ease o f an individual who is m arried at the close o f such year,
the lesser o f such individual's earned income o r  the earned income o f his spnu.r
fo r  such year.
“ (2 )  Spec ia l r u le  to r  spouse w ho is a  s tu d e n t in capa iile  ok c a rin g  fo r  it tM sn .r -  

In  the ease o f a spouse who is a student o r  a qualified individual described in sulr.n- 
lion  ( c ) ( 1) ( C ) ,  fo r purposes o f paragraph ( I ) ,  such spouse sha ll he deemed fo r r.nli 
month during which such spouse is a fu ll-tim e student at an educational iur.titnti< 
o r is such a qualify ing individual, to he ga in fu lly  employed and to have earned inconi' 
o f not less than—

" (A )  $166 if subsection ( d ) ( 1 )  applies fo r the taxab le year, o r  
“ (11) $333 if subsection (d ) ( 2 )  applies fo r  the taxab le year.

In  the case o f any luishiuid and wife, this (>nrngruplt shall apply with respect lo  only 
sjxiusc fo r any one month.
" ( f )  S pecial R ules .— F o r  purposes o f this section—

" (1 )  M a in ta in in g  h o u s e • . ..— An individual sha ll he treated as maintaining J 
household fo r any period on ly  it over ha lf the cost o f m aintaining the household !•1 

such period is furnished by such individual (o r , if such individual is married duri'i.' 
r.uch period, is furnished by such individual and his spouse).

" ( 2 )  M akiiie ii couples must i il k  jo in t  return .— I f the taxpayer is married at ll>f 
close o f the taxable year, the credit sha ll he a llow ed under subsection (a )  ordy if 
taxpayer and his s|>ousc file a jo in t ic lu rn  fo r  the taxable yea r.

" ( 3 )  M arital status .— An individual lega lly  separated from  bis spouse under * 
decree o f divorce o r o f separate maintenance sha ll not be considered as married.

n i 9 0  Act Sec. 504(a)



»(<) Cl ►TAIN MARRIED ind iv iduals liv ing  a ia rt .— I f—
" (A ) **n individual who is married and who files a separate re tu rn—

" ( i )  maintains as his home a household which constitutes fo r  more than 
one-half o f the taxable year the principal place o f abode o f a qua lify ing indi­
vidual, and

" ( i i )  furnishes over ha lf o f the cost o f maintaining such household during the 
; taxable year, and

" ( I ! )  during the last G months o f such taxable y ea r such ind iv idual’ s spouse 
b out 3. mcmlicr o f such household,

...I, individual shall not be considered as m arried .
••(5) SriciAi, dependency test in  case o r  divorced parents , etc.— I f—

“ (A ) a child (as defined in section 1 5 1 (c ) (3 ) )  who is under the age o f 15 o r 
; • ^ physically o r m enta lly incapable o f caring fo r h im se lf receives ove r h a lf o f

|.i< mpl'ort during the calendar year from  his parents who arc divorced o r  leg a lly  
I i>p.iratcd under a decree o f divorce o r separate maintenance o r  who a rc  separated

under a written separation agreement, and
‘‘ ( I I )  such child is in the custody o f one o r both o f his parents fo r  m ore than 

nwdialf of the calendar year,
rt i!.e rave of any taxable year beginning in such ca lendar yea r such child shall be 
i.iind as being a qualify ing individual described in subparagraph (A )  o r  ( B )  o f 
i.V ilio n  (c ) (1 ) ,  as the ease may he, w ith respect to  that parent who has custody 

v i« i lunger period during such calendar yea r than the o th er parent, and shall not he
fiit'd  being a qualify ing individual with respect to such o th e r parent.i '(<,) Payments to  re la te d  ind iv idua ls .—

; " (A ) I n general.— K xccpl as provided in subparagraph (B ) ,  no credit sha ll
‘  l«* tllowcd under subsection (a )  fo r any amount paid by the taxpayer to an im li-

vi4u.il bearing a relationship lo  the taxpayer described in paragraphs (1 )  through 
f {X) (if section 152 (a ) (re la ting  lo  defin ition o f dependent) o r to a dependent} ifucribcd in paragraph (9 ) o f such section.} " ( I I )  E xc re tion .— Subparagraph (A )  sha ll not app ly  to  any amount paid by
r llir taxpayer to an individual with respect to whom , fo r  the. taxable year o f the

lnp.iycr in which the service is perform ed, neither the taxpaye r nor his spouse is
minted to a deduction under section 151 (e ) (re la tin g  to  deduction fo r  personal

;  (I'lnptions fo r dependents), but on ly  if the service with respect to which such
iuiount is paid constitutes employment w ithin the m eaning o f section 31 21 (h ).{  “ 0 )  Student.—The  term  'student' means an individual who du ring  each o f 5

j  n'oidir months during the taxable yea r is a fu ll-tim e  student at an educational
''■•'.nation,t

'<*) I ’.hucational organization .— T he term  'educational o rgan ization ' means an 
[ ‘ ••■Miimul organization described in section 17 0 ( b ) ( l ) ( A ) ( i i ) .
]  ( l  Hmut.ATioNS.—The Secretary sha ll prescribe such regu lations as m ay be necessary
* 1 **‘ t '*11 the purposes o f this section."
; Giik ic a l  amendment .—T he tab le o f sections fo r  subpart A o f part I V  o f
,* “;*!nptrr A o f chapter 1 is amended by inserting be fo re  the item re la ting  to section
:  '• •"* following new item :

<«A. I vxpcnscs fo r household and dependent care services necessary fo r  gainful
j  employment."
] [ I I 1191]( (« .  SOI (b ) Keit-ai. o r Deduction you C h i ld  Care. Ex it.N ses .—

I n cr.NiRAt.— Section 214 (re la ting to cx|>cnses fo r  household and dependent care 
ntecisary fo r gainful e inp loyn icnt) is hereby repealed.

Acl See. 504(b) (11191
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Code Sec. 214 before repeal:

SE C . 214! E X P E N S E S  F O R  H O U S E H O L D  A N D  D E P E N D E N T  C A P E
S E R V IC E S  N E C E S S A R Y  F O R  G A IN F U L  E M P L O Y M E N T . (

(a) A lt-OWa n c k o f  D eduction.— In the case of an individual who maintains '
a household which includes as a member one or more qualifying individuals (as ■
defined in subsection (b)(1)). there shall be allowed as a deduction the employ- I
mcnt-rclatcd expenses (as defined in subsection (b)(2)) paid by him during the 
taxable year.

(b )  D ef in it io ns , Etc.— F o r purposes o f this section—
(1) Q ual ify ing  in d iv idual .— 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 o r  mentally
incapable of caring for himself.
(2) E mI'lXiYm r.NT-iielated expenses .— The term "employment-related ex­

penses" means amount paid for the follow ing 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.

(3) M a inta in ing  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 ) L im itat ions on A mounts D eductible .—
(1) 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.

(2) E xpenses m ust iie for services in  t i ie  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.

( 11) F .xc f.ition .-—Em ploym ent-re la ted  expenses described in sub­
section ( h ) ( 2 ) (H )  which are incurred fo r  services outside the taxpayer’s 
household shall he taken into account on ly  if incurred fo r the care o f a 
qua lify ing individual described in subsection (h)(1)(A) and on ly  to the 
extent such expenses incurred during any month do not exceed—

(i) $200, in the ease of one such individual,
(ii) $300, in the ease of two such individuals, and
(iii) $400, in the ease of three or more such individuals.

<d> I ncome L im itat ion .— I f the ad justed gross income o f the taxpayer (
exceeds $35,000 fo r  the taxable year during which the* expenses arc incurred, the 
amount o f the employment-related expenses incurred during any month o f such 
year which may lie taken into account under this section shall (a fte r the app li­
cation o f subsections (e)(5) and ( c ) )  lie further reduced by that portion of one-
ha lf o f the excess o f the adjusted gross income ove r $35,000 which is p roperly
allocable to such month. F o r purposes o f the preceding sentence, if the taxpayer

1191 Act Soc. 504(b)
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! |, parried during any period o f the taxable year, there ‘ .hall be taken in to account 
ll,r combined adjusted gross income o f the taxpayer and his spouse fo r  such period.

(c) S pecial R ules .— F or purposes o f this section—
( 1) M arried  couples. m ust f i l e  jo in t  r e tu rn .— I f  the taxpayer is m a r­

ried at the close o f the taxable year, the deduction p rovided by subsection
(a ) shall be a llowed on ly  if the taxpayer and his spouse file a single retu rn 
jointly fo r the taxable year.

(2 ) Ga in ful  em ploym ent requirem ent .— I f the taxpayer is m arried fo r  
any period during the taxable year, there shall be taken into account em ­
ployment-related expense.' incurred during any m onth o f such period on ly  i f—

_ (A )  both sjx>us(s arc ga in fu lly  employed on a substantia lly  fu ll-tim e 
basis, oi*

( B )  the spouse is a qua lify ing individual described in subsection
(b ) ( 1 ) (C ) .
(3 ) C e rta in  m arried ind iv idua ls  liv in g  a p a rt .— An indiv idual who fo r  

the taxable year would be treated as not m arried under section 143 (b ) if 
paragraph ( 1) o f such section refe rred  to any dependent, sha ll he treated as 
not married fo r such taxable year.

(4 ) P ayments to related ind iv iduals .'— N o deduction sha ll be a llowed 
under subsection (a ) fo r any amount paid by the taxpayer lo  an individual 
hearing a relationship to the taxpayer described in paragraphs (1 )  th rough 
(S) o f section 1fi2 (a ) (re la ting  to definition o f dependent) o r  to a dependent 
described in paragraph ((>) o f such section.

(5 ) R educiion  for certain paym ents .— I n the case o f em p loym ent-re la ted 
expenses incurred during any taxable year so le ly  w ith respect to a qua lify ing  
individual (o th e r than an individual who is also described in subsection
(b ) ( 1 ) (A ) ) ,  the amount o f such expenses which m ay he taken in to account 
leu purposes of this section shall (b e fo re  the application o f subsection ( c ) )  
be reduced—

(A ) if such individual is described in subsection ( b ) ( 1 ) ( B ) ,  by the 
amount by which the sum o f—

( i )  such individual's ad justed gross income fo r  such taxab le 
year, and

(i i ) the disability payments received by such individual d u r­
ing such year,

exceeds $250, o r
(B )  in the ease o f a qua lify ing individual described in subsection

(b ) ( 1 ) (C ) ,  by the amount o f disability payments received by such ind i­
vidual during the taxable year.

For purposes o f this paragraph, the term  "d isab ility  paym ent" means a pay­
ment (o ther than a g ift ) which is made on account o f the physical o r  mental 
condition o f an individual and which is not included in g ross income.

, ( f )  R egulations.—T he Secretary o r  his delegate sha ll p rescribe such rcgu- 
• ttiuus as may be necessary to carry  out the purposes o f  this section.
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f u n d e d  f o r  A F D C  r e c i p i e n t s  i n  a r e a s  w h e r e  C o m m u n i t y  a n d  R e g i o n a l  

A f f a i r s  d o e s  n o t  h a v e  c o n t r a c t s  w i t h  l o c a l  o r g a n i z a t i o n s  a n d  f o r  

A F D C  r e c i p i e n t s  i n  t h e  W I N  p r o g r a m .

F Y  7 8  G o v e r n o r ' s  r e q u e s t  f o r  t h e s e  p r o g r a m s  a r e  a s  f o l l o w s :

C  fi R  A  C h i l d  C a r e  $ 1 , 5 6 5 , 2 0 0

11 & S S  D a y  C a r e  . 1 2 2 , 8 0 0

W I N  D a y  C a r e  ___1R3, _4 00

T o t a l  $ 1 , 8 7 1 , 4 0 0

E n c .

M B  : b f
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Parents who annually deduct a portion of credit be allowed and, conversely, will save
their ,;day care payments from state and that much should the credit not he permitted, 
federal income tax statements have two sur- Juneau Hep. .Pm Duncan said today he is 
prise's in store for them this year. And, as the preparing legir’ .don which would allow the 
saying goes, it's good news and bad news. federal credit for day care on Alaskan income 
The good news is Use new federal law that tax returns. Other legislators also reportedly 

allows day care payments to be taken as a are looking into the dilemma, 
credit off the lop of income lax payments Jenkins said legislation amending the credit 
rather than as a mere deduction among other law could face severe "logistics problems" as 
itemized deductions. The had news is that the it could take months for a hill to clear the 
state can't follow suit and may h; 7 million legislature and by then many Alaskans will

In 197G when Congress passed legislation However. Duncan said parents could file 
granting income tax credits as incentives for' amended returns with the child care credit 
housing construction the Alaska Legislature, and he said he planned to make the legislation 
estimating these credits could be loo costly to retroactive to last year’s child care costs.
.the state, passed a law mandating federal 
credits wouldn't be available to Alaska tax­
payers filing state income tax returns until two 
years after the credits are enacted.
Until 1976 the state automatically piggy- 

jacked on federal income Lax regulations, said 
slate auditor Gary Jenkins.

However, Congress has passed an amend­
ment allowing child care costs to he deducted 
as a direct credit from income tax payments. 
A parent with one child, for example, can 
deduct 20 |>er cent of his child care costs up to 
$•100 maximum.
Since the stale does not follow federal 

credits, child care payments can neither he 
deducted nor considered credits on state in­
come tax returns until Jan. 1, 197(1.
Jenkins said his staff is now researching tire 

impact of the loss of child care credits. He said 
his "hip-pocket guess’ is that the state would 
lose an estimated $f> to $7 million should the

richer because of it. already have filed income tax returns.

Last year child care payments were con­
sidered deductions and parents could, under a 
complicated and restrictive formula, include 
these payments under itemized deductions.
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STATE OmCE BUILDING roucil SA-J'JKEAU 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 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, I 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 information on 
this subject, please feel free to contact me.

■ . Sincerely,

Sterling^Gallagher 

CommlssI 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 OF ALASKA:

* Section 1. Notwithstanding the language of AS A3,20.021 providing for

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 to sec. 37 (26 U.S.C

sec. 37) of the Internal Revenue Code as part of AS 43,2.0, In all other

respects, see. 47(A (26 U.S.C. sec. 47fA) 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,
Miller, ct al

Offered: 2/15/77
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



/ T H E  L E G I S L A T U R E  O F  T H E  S T A T E  O F  A L A S K A
T E N T H  L E G I S L A T U R E

FISCAL N O T E

I. R E Q U E S T
Bill/Resolution No._____________Senate Bill 140_______________________________________
Title An Act relating to tax credits under the Alaska Net Income Tax Act 
Requested b v Senate Finance Committee______________________________ Date 2-9-77

II. F I SCAL D E T A I L
Agency Affected____________________Revenue__________
Program Category Affected__________ Fiscal Services
Budget Request Unit(s) Affected Audit____________

E X P E N D I T U R E S  (Thousands of Dollars) 

F Y  77 F Y  78 F Y  79 F Y  80 F Y  81 F Y  82

10Q P E R S O N A L  S E R V I C E S
200 T R A V E L
300 C O N T R A C T U A L

400 C O M M O D I T I E S
500 E O U I P M E N T
600 L A N D  &  S T R U C T U R E S
700 G R A N T S ,  C L A I M S ,  E T C -

T O T A L -0- -0- -0- -0- -0- -0-

F U N D I N G  (Thousands of Dollars)

G E N E R A L F U N D
F E D E R A L  F U N D S

O T H E R  (Specify)

POSITIONS

F U L L  T I M E
P A R T  T I M E
T E M P O R A R Y

III. A N A L Y S I S  (See Fiscal Note Preparation Instructions, Section III)

If this bill is 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. ^
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C O M M I T T E E  R E P O R T  

S E N A T E
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D a t e

F i n a n c e has h a d . ::r» l->0

Mr. P r e s i d e n t :

T h e  C o m m i t t e e  on

A la .-sk a  F a r . I n e o r .a  'Cay. A c t  '
u n d e r  c o n s i d e r a t i o n .  A m a j o r i A / o f  t h e  m e m b e r s  o f  the C o m m i t t e e

/ ~ 7  r e c o m m e n d s  it do p a s s

/ J  r e c o m m e n d s  it do n o t  p a s s

/ ~ 7  r e c o m m e n d s  it do p a s s  w i t h  a t t a c h e d  a m e n d m e n t ( s )

/ ~ 7  r e c o m m e n d s  it be  r e p l a c e d  w i t h  CS for

CS f o r __________________________ do p a s s

/ _ /  (and) r e c o m m e n d s  it be  r e f e r r e d  to the 

c o m m i t t e e

' _____
/X 7  r e p o r t s  it b a c k  w i t h o u t  r e c o m m e n d a t i o n  

/ / A N D  a t t a c h e s  a r e p o r t  o f  its i n t e n t  

/ ~ 7  (other) ___________________________ ______________

a n d  th a t

M E M B E R S  S I G N I N G  T H E  M A J O R I T Y  REPORT:

...'"Fa,. "   j___ ■ •
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A )■ '/  :,s WAsU. ---v;

/

r e c o m m e n d s :  L  yO / A

r e c o m m e n d s : 

r e c o m m e n d s :
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OFFICE OF THE COMMISSIONER

J a n u a r y  26, 1 9 7 7

T h e  H o n o r a b l e  J o h n  S a c k e t t  
C h a i r m a n ,  S e n a t e  F i n a n c e  C o m m i t t e e  
A l a s k a  S t a t e  L e g i s l a t u r e

T h e  H o n o r a b l e  S t e v e  C o w p e r  
C h a i r m a n  H o u s e  F i n a n c e  C o m m i t t e e  
A l a s k a  S t a t e  L e g i s l a t u r e

D e a r  S e n a t o r  S a c k e t t  a n d  R e p r e s e n t a t i v e  C o w p e r :

I h a v e  i n c l u d e d  in t h i s  l e t t e r  a n  i t e m i z a t i o n  o f  c h a n g e s  in 
t h e  f e d e r a l  i n c o m e  t a x  c o d e  w h i c h  a r e  n o t  i n c o r p o r a t e d  b y  
r e f e r e n c e  i n t o  t h e  A l a s k a  i n c o m e  t a x  s t a t u t e s  (AS 4 3 . 2 0 ) .  I 
b r i n g  t h e s e  i t e m s  t o  y o u r  a t t e n t i o n  i n  o r d e r  t h a t  t h e  
l e g i s l a t u r e  m a y  m a k e  p o l i c y  d e t e r m i n a t i o n s  o n  t h e i r  i n c l u s i o n  
o r  c o n t i n u e d  e x c l u s i o n .

In S e c t i o n  1, C h a p t e r  125 S L A  1976, t h e  i n c o m e  t a x  s t a t u t e  
w a s  a m e n d e d  t o  p r o v i d e  t h a t  n e w l y  e n a c t e d  p r o v i s i o n s  o f  t h e  
I n t e r n a l  R e v e n u e  C o d e  w h i c h  c h a n g e  o r  m o d i f y  e x e m p t i o n s  f r o m  
t a x  o r  c r e d i t s  a g a i n s t  t a x  w o u l d  n o t  b e c o m e  i n c o r p o r a t e d  b y  
r e f e r e n c e  i n t o  A l a s k a  l a w  u n t i l  t h e  s e c o n d  J a n u a r y  f o l l o w i n g  
t h e i r  e n a c t m e n t  b y  C o n g r e s s .  T h u s  t h e  A l a s k a  L e g i s l a t u r e  
w o u l d  h a v e  t w o  y e a r s  in w h i c h  t o  d e c i d e  w h e t h e r  c h a n g e s  o r  
m o d i f i c a b i o n s  i n  f e d e r a l  e x e m p t i o n s  o r  c r e d i t s  s h o u l d  a p p l y  
f o r  A l a s k a  p u r p o s e s .  In 1 9 7 6  C o n g r e s s  m a d e  t w o  m a j o r  c h a n g e s  
in t h e  t a x  c r e d i t  a r e a  w h i c h  w e r e  n o t  i n c o r p o r a t e d  i n t o  
A l a s k a  law. T h e s e  t w o  c r e d i t s  a r e  as f o l l o w s :

1. C o n g r e s s  r e p e a l e d  t h e  c h i l d  c a r e  i t e m i z e d  d e d u c t i o n  a n d  
s u b s t i t u t e d  in  its p l a c e  a c r e d i t  e q u a l  to 20% o f  c h i l d  c a r e  
e x p e n s e s  u p  t o  a c e i l i n g  a m o u n t .  T h e  c e i l i n g  is $ 2 0 0 0  i n  c h i l d  
c a r e  e x p e n s e s  f o r  1 d e p e n d e n t  ($400 c r e d i t )  o r  $ 4 , 0 0 0  in  c h i l d  
c a r e  e x p e n s e s  for 2 o r  m o r e  d e p e n d e n t s  ($800 c r e d i t ) . In 
a d d i t i o n  to m a k i n g  it a c r e d i t  r a t h e r  t h a n  a d e d u c t i o n ,  C o n g r e s s  
e l i m i n a t e d  the p r e v i o u s  i n c o m e  l i m i t a t i o n .  S i n c e  t h e  p r e v i o u s  
i t e m i z e d  d e d u c t i o n  w a s  r e p e a l e d  a n d  its r e p l a c e m e n t  is a 
c r e d i t ,  A l a s k a  h a s  n e i t h e r  t h e  d e d u c t i o n  o r  t h e  c r e d i t  u n t i l  
t h e  1 9 7 8  t a x  y e a r  w h e n  t h e  c r e d i t  w i l l  b e c o m e  i n c o r p o r a t e d .  
S p e c i f i c  l e g i s l a t i v e  a c t i o n  w i l l  b e  n e c e s s a r y  to e l i m i n a t e
t h e  c r e d i t  p e r m a n e n t l y  o r  t o  m a k e  it a p p l y  s o o n e r .

2. A n o t h e r  t a x  c r e d i t  c h a n g e  is t h e  c h a n g e  m a d e  to  t h e  
r e t i r e m e n t  i n c o m e  c r e d i t  (IRC S e c t i o n  37). T h i s  c r e d i t  
h a s  b e e n  r e n a m e d  a c r e d i t  for the e l d e r l y  s i n c e  t h e  c r e d i t



is n o  l o n g e r  r e s t r i c t e d  t o  r e t i r e m e n t  i n c o m e .  T h e  n e w  
c h a n g e  b r o a d e n s  the b a s e  f r o m  j u s t  r e t i r e m e n t  i n c o m e  t o  
a l l  i n c o m e  f r o m  w h i c h  t h e  15 p e r  c r e d i t  is c a l c u l a t e d .
I n  a d d i t i o n  t h e  m a x i m u m  a m o u n t  o f  i n c o m e  a g a i n s t  w h i c h  
t h e  c r e d i t  c a n  a p p l y  h a s  a l s o  b e e n  i n c r e a s e d  t o  $ 3 , 7 5 0  f o r  
m a r r i e d  c o u p l e s  f i l i n g  j o i n t l y  b o t h  o f  w h o m  a r e  o v e r  
65 a n d  $ 2 , 5 0 0  for s i n g l e  p e r s o n s .  T h e  c e i l i n g  w a s  
p r e v i o u s l y  $ 1 , 5 2 4  p e r  p e r s o n .  U n l e s s  t h e  l e g i s l a t u r e  
t a k e s  s p e c i f i c  a c t i o n  t h e  o l d  c r e d i t  r u l e s  w i l l  a p p l y  
u n t i l  the 1 9 7 8  t a x  y e a r .  T h e  d e p a r t m e n t  r e c o m m e n d s  t h a t  
t h e  n e w  c h a n g e s  b e  a d o p t e d  f o r  A l a s k a  p u r p o s e s .

In a d d i t i o n  to f e d e r a l  c r e d i t s  a n d  e x e m p t i o n s  w h i c h  a r e  
n o t  a u t o m a t i c a l l y  i n c o r p o r a t e d  b y  r e f e r e n c e ,  f e d e r a l  
c h a n g e s  in f e d e r a l  t a x  r a t e s  a n d  f e d e r a l  t a x  t a b l e s  a r e  
n o t  i n c o r p o r a t e d  b y  r e f e r e n c e  s i n c e  A l a s k a  h a s  a d o p t e d  
i t s  o w n  s e p a r a t e  r a t e  s c h e d u l e .  A  c h a n g e  w a s  m a d e  in 
t h e  c a l c u l a t i o n  of  t h e  1 9 7 6  f e d e r a l  t a x  t a b l e s .  T h e  
n e w  f e d e r a l  l a w  r e p l a c e d  t h e  o p t i o n a l  t a x  t a b l e s  b a s e d  
o n  a d j u s t e d  g r o s s  i n c o m e  w i t h  n e w  t a b l e s  b a s e d  o n  t a x a b l e  
i n c o m e .  P r e v i o u s l y  t a x p a y e r s  w h o  h a d  u n d e r  $ 2 0 , 0 0 0  i n  
a d j u s t e d  g r o s s  i n c o m e  a n d  d i d  n o t  i t e m i z e  t h e i r  d e d u c t i o n s  
c o u l d  g o  s t r a i g h t  to t h e  t a x  t a b l e s  t o  f i n d  t h e  a m o u n t  o f  
t a x  w i t h o u t  f u r t h e r  c a l c u l a t i o n s  to d e t e r m i n e  t h e  d o l l a r  
a m o u n t  o f  e x e m p t i o n s  o r  s t a n d a r d  d e d u c t i o n .  T h e  t a b l e s  
a u t o m a t i c a l l y  c a l c u l a t e d  t h e  e x e m p t i o n s  a n d  s t a n d a r d  
d e d u c t i o n .  W i t h  t h e  c h a n g e  to  t a x a b l e  i n c o m e  t h e  t a x p a y e r  
w i l l  h a v e  t o  c o m p u t e  h i s  o r  h e r  s t a n d a r d  d e d u c t i o n  a n d  
e x e m p t i o n s  p r i o r  to  g o i n g  t o  t h e  t a x  t a b l e .  S i n c e  A l a s k a  
l a w  b a s e s  its t a x  t a b l e s  o n  a d j u s t e d  g r o s s  i n c o m e  t h e  
f e d e r a l  c h a n g e  w i l l  n o t  a p p l y .  T h e  d e p a r t m e n t  r e c o m m e n d s  
t h a t  t a x  t a b l e s  for A l a s k a  i n c o m e  t a x  p u r p o s e s  r e m a i n  
b a s e d  u p o n  a d j u s t e d  g r o s s  i n c o m e  r a t h e r  t h a n  u p o n  t a x a b l e  
i n c o m e  b e c a u s e  i t  s i m p l i f i e s  t h e  t a x  c a l c u l a t i o n  f o r  t h e  
t a x p a y e r .

If you, o r  y o u r  s t a f f  h a v e  a n y  f u r t h e r  q u e s t i o n s  a b o u t  
r e c e n t  f e d e r a l  i n c o m e  t a x  c h a n g e s  p l e a s e  l e t  m e  k n o w .

S i n c e r e l y ,

S t e r l i n g  G a l l a g h e r  
C o m m i s s i o n e r



T R A N S C R I P T  F R O M  T A P E  
T E S T I M O N Y  O F  J E S S I E  D O D S O N  

RE: SB  140

D O D SON:

S A C K E T T : 

D O D S O N :  

S A C K E T T : 

T I L L I O N :

D O D SON:

T I L L I O  :

S A C K E T T :

D O D S O N :

SA C K E T T :

D O D SON:

S A C K E T T :

O R S I N I :

F e b r u a r y  17, 1977

I a m  J e s s i e  D o d s o n ,  S p e c i a l  A s s i s t a n t  t o  G o v e r n o r  

H a m m o n d ,  a n d  t h e  A d m i n i s t r a t i o n  m e t  w i t h  t h e  

D e p a r t m e n t  o f  R e v e n u e  a n d  w e  s u p p o r t  t h e  c o n c e p t s  

o f  t h i s  b e i n g  g r a n t e d ,  t h e  e x c e p t i o n ,  a n d  w h i l e  

o u r  p r i m e  c o n c e r n s  w e r e  m e c h a n i c a l  at first, w e  d o  

c o n c u r  t h a t  it s h o u l d  go  b a c k  to the 1 9 7 6  date.

T h a t  it s h o u l d  g o  b a c k  to  t h e  1976 d a t e ?

Yes, for t h i s  y e a r ' s  filing.

S e n a t o r  T i l l i o n

Y o u  a r e  w i l l i n g  to s w a l l o w  t h e  m i l l i o n  d o l l a r s  o r  so t h a t  it 

w i l l  c o s t ?

(Reply i n a u d i b l e . )

I d o n ' t  k n o w  w h e t h e r  I w a n t  to.

Okay, I w a n t  t h i s  f o r  t h e  record.

W e  a r e  a w a r e  of  t h e  cost.

D o  y o u  h a v e  a n y  o t h e r  c o m m e n t s  to m a k e ?

No.

A r e  t h e r e  a n y  q u e s t i o n s ?

S e n a t o r  O r s i n i

Mr. C h a i r m a n ,  y e s t e r d a y  in o u r  d i s c u s s i o n  it w a s  

i n d i c a t e d  t h a t  t h e r e  w a s  a p o s s i b i l i t y  t h a t  it w a s



a lot m o r e  t h a n  a m i l l i o n  d o l l a r s ,  t h a t  it m a y  b e  

u p  to 5, 6, o r  7 m i l l i o n  d o l l a r s .  Has t h a t  b e e n  

p i n n e d  d o w n  y e t ?  D o  y o u  k n o w  for s u r e  t h a t  it's  

a m i l l i o n — t h a t ' s  a n i c e  r o u n d  n u m ber.

D O D S O N :  I t h i n k  G a r y  w i l l  know.

S A C K E T T :  I t h i n k  t h a t  t h e  D e p a r t m e n t  o f  R e v e n u e  c a n  a n s w e r  that,

T I L L I O N :  A  m i l l i o n  is t h e  b o t t o m  I b e l i e v e  i s n ' t  it? T h e

l e a s t  i t  c o u l d  c o s t ?

SAC K E T T :  S e n a t o r  O r s i n i

O R S I N I :  D o e s  t h i s  i n d i c a t e  t h a t  t h e  a d m i n i s t r a t i o n  h a s  c h a n g e d

its p o l i c y  o n  t h e  b a l a n c e d  b u d g e t  p e r c e n t a g e  i n c o m e  

f r o m  v a r i o u s ,  o r  r e l a t i n g ,  o r  o n g o i n g  p r o j e c t s ?

D O D S O N :  No. It's c e r t a i n l y  n o t  a c h a n g e  in p o l i c y  w i t h

r e g a r d  to that. I t h i n k  t h a t  G a r y  c a n  s p e a k  m o r e  

c l e a r l y  to  j u s t  e x a c t l y  h o w  w e  i n t e n d  to d o  it, b u t  

it is o u r  i n t e n t i o n  t h a t  w e  c a n  s t i l l  m a k e  it a 

b a l a n c e d  b u d g e t .

O R S I N I :  W e l l  b a l a n c i n g  t h e  b u d g e t  is n o  p r o b l e m ,  b e c a u s e  w e

h a v e  p l e n t y  o f  inco m e .

DO D S O N :  Sure.

O R S I N I :  T h e  p r o b l e m  w a s  t h e  p e r c e n t a g e .

D O D S O N :  Y o u  are r e f e r r i n g  to  t h e  69%?

O R S I N I :  Right.

D O D S O N :  No, I d o n ' t  t h i n k  t h a t  h a s  c h a n g e d  a t  all.

OR S I N I :  W e  are in e f f e c t  t a k i n g  a m i l l i o n  d o l l a r s  o r  m o r e

o u t  of t h e  r e p e t i t i v e  income, t h e n  s h o u l d n ' t  w e

- 2 -



D O D S O N :

S A C K E T T : 

D O D S O N :

T I L L I O N :  

DO D SON: 

S A C K E T T :

B U T R O V I C H

D O D SON:

B U T R O V I C H

DO D SON:

S ACKETT:

h a v e  a l i k e  a m o u n t  o r  i n c r e a s e d  a m o u n t  o u t  o f  the 

n o n - r e p e t i t i v e  i n c o m e ,  o r  e l s e  d e c r e a s e  o u r  e x p e n d i t u r e s  

b y  t h a t  a m o u n t ?  W e  a r e  c h a n g i n g  t h e  f o r m u l a  s o m e w h e r e .  

It s h o u l d  a p p e a r  s o m e  o t h e r  p l a c e  and I a m  w o n d e r i n g  

w h e r e  e l s e  it a p p e a r s .

Well, as I said, I w o u l d  r a t h e r  G a r y  s p e a k  to that.

I d o n ' t  k n o w  e x a c t l y  w h e r e  e l s e  it a p p e a r s .  W e  h a v e  

n o t  c h a n g e d  o u r  p h i l o s o p h y  at  all.

B u t  y o u  d o  s u p p o r t  t h e  b i l l ?

We  fe e l  t h a t  t h i s  is a p r o p e r  w a y  to go  a n d  I ' m

su r e  t h a t  w h e n  w e  d i s c u s s  w h e r e  it's g o i n g  to c o m e

Yeah, I w a n t  to k n o w  w h e r e  t h e  m o n e y  is b e i n g  c u t  out.

I d o n ' t  know.

A r e  t h e r e  a n y  o t h e r  q u e s t i o n s  of  Mrs. D o d s o n ?

S e n a t o r  B u t r o v i c h

I'd like t o  k n o w  w h a t  is y o u r  d e f i n i t i o n  of e l d e r l y ?  

D e f i n i t i o n  o f  e l d e r l y ?

Yes, I w a s  r e a d i n g  t h i s  m e m o  here.

I d o n ' t  h a v e  a c o p y  of  t h e  memo. I t h i n k  it's o v e r  65. 

A r e  t h e r e  a n y  m o r e  q u e s t i o n s  of Mrs. D o d s o n ?

T h a n k  y o u  Mrs. D o d s o n .

- 3 -
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Introduced: 
Referred:

2/9/77
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 providing for

delayed adoption by reference of provisions of the Internal Revenue Code

!which change or modify exemptions from tax or credits against tax, sec. 44A

j (26 U.S.C. sec. 44A) and amendments to sec. 37 (26. U.S.C. sec. 37) of the
j
iInternal Revenue Code is immediately adopted by reference as part of AS 43.20 

'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.

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 (7.6 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).

II 1- SB 1.40
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I IN THE HOUSE BY THE FINANCE COMMITTEE

? i CS FOR HOUSE BILL NO. 182 am S
I

;j ! IN THE LEGISLATURE OF THE STATE OF ALASKAj
4 ; TENTH LEGISLATURE - FIRST SESSION

5 I 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."•i
a l! BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA:
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* Section 1. Notwithstanding the language of AS 43.20.021 providing for 

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 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 

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. 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 30-day 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 first refund period shall begin 30 days after the department has 

received a taxpayer's income tax return. The additional amount paid

-1- CSHB 182 am S
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TO: f-
H o n o r a b l e  J o h n  S a c k e t t
C h a i r m a n ,  S e n a t e  F i n a n c e  C o m m i t t e e

date : F e b r u a r y  10, 1977

M B
from:Mi l t  B a r ker, F i s c a l  A n a l y s t  subject: S B  140 a n d  H B  182

L e g i s l a t i v e  F i n a n c e  D i v i s i o n

B o t h  S B 1 4 0  and H B 1 8 2  w o u l d  i n c o r p o r a t e  t h e  f e d e r a l  p r o v i s i o n s  
for a t a x  c r e d i t  b a s e d  o n  c h i l d  c a r e  e x p e n s e s  i n t o  S t a t e  law, 
w h i l e  S B 1 4 0  w o u l d  i n c o r p o r a t e  t h e  t a x  c r e d i t  for t h e  e l d e r l y  
as well.

T h e  f i s c a l  n o t e  o n  the t w o  b i l l s  is the s a m e  (a lo s s  of $ 1 , 0 0 0 , 0 0 0  
in r e venue) b e c a u s e  the r e v e n u e  lo s s  f r o m  e n a c t i n g  t h e  t a x  c r e d i t  
for the e l d e r l y  is m i n i s c u l e .  T h i s  is b e c a u s e  A l a s k a  h a s  f e w e r  
a g e d  p e r s o n s  t h a n  a v e r a g e ,  f e w  of t h e s e  p e r s o n s  f i l e  i n c o m e  t a x  
r e t u r n s ,  t h o s e  t h a t  do r e p o r t  v e r y  l i t t l e  i n c o m e ,  a n d  a n y  e l d e r l y  
ta x  c r e d i t s  in e x c e s s  o f  t a x  l i a b i l i t y  a r e  n o t  r e f u n d a b l e .  A  
d e s c r i p t i o n  o f  the tax c r e d i t  for t h e  e l d e r l y ,  w h i c h  is r e d u c e d  
b o t h  b y  p e n s i o n  or a n n u i t y  i n c o m e  a n d  e a r n e d  i n c o m e  in e x c e s s  of 
g i v e n  levels, is a p p e n d e d  a l o n g  w i t h  a d e s c r i p t i o n  of the f o r m e r  
r e t i r e m e n t  i n c o m e  credit.

T h e  $ 1 , 0 0 0 , 0 0 0  r e v e n u e  loss w h i c h  r e l a t e s  a l m o s t  e n t i r e l y  to t h e  
c h i l d  c a r e  t a x  c r e d i t  is j u s t  R e v e n u e ' s  w i l d  gue s s ;  t h e y  h a v e  n o  
b a s i s  for e s t i m a t i n g  b e c a u s e  f e w  A l a s k a n s  i t e m i z e  d e d u c t i o n s  —  
c h i l d  c a r e  e x p e n s e s  w e r e  f o r m e r l y  a n  a l l o w a b l e  d e d u c t i o n .  A s  
a cred i t ,  m o r e  p e o p l e  w i l l  c l a i m  s u c h  e x p e n s e s  a n d  t h e y  w i l l  
c l a i m  m o r e  d o l l a r s  s i n c e  the p r o v i s i o n s  h a v e  b e e n  l i b e r a l i z e d  in 
s e v e r a l  ways. A  d e s c r i p t i o n  of the o l d  d e d u c t i o n  a n d  n e w  c r e d i t  
is a p p e n d e d .

R e v e n u e  e s t i m a t e s  m a y b e  1 2 , 0 0 0  r e t u r n s  w h i c h  w o u l d  m e a n  $83 c r e d i t s  
on av e r a g e .  H o w e v e r ,  an i n i t i a l  R e v e n u e  g u e s s  q u o t e d  in the p a p e r s  
w a s  p e r h a p s  as m u c h  as $ 5 , 0 0 0 , 0 0 0  or  $ 6 , 0 0 0 , 0 0 0 .

O n e  f a c t o r  w h i c h  w o u l d  t e n d  to l i m i t  t h e  r e v e n u e  lo s s  for c h i l d  
c a r e  e x p e n s e s  is the S t a t e  p r o g r a m  f o r  d a y  c a r e  a s s i s t a n c e  in 
C o m m u n i t y  & R e g i o n a l  A f f a i r s  w h i c h  f u n d s  d a y  c a r e  for m i d d l e  
i n c o m e  f a m i l i e s  on a s l i d i n g  s c a l e  as w e l l  as A F D C  f a m i l i e s .
Thus, e n a c t m e n t  of this c r e d i t  w o u l d  t e n d  to  o f f e r  g r e a t e r  r e­
lief to h i g h e r  i n c o m e  f a m i l i e s .  T h e s e  f a m i l i e s ,  w h o  a r e  p e r m i t­
ted a 20% c r e d i t  of c h i l d  c a r e  e x p e n s e s  at  t h e  f e d e r a l  level, 
w o u l d  be s u b s i d i z e d  an a d d i t i o n a l  16% of th i s  a m o u n t  a t  t h e  s t a t e  
level, a t o t a l  of 2 3 .2% of c h i l d  c a r e  e x p e n s e s .  H o w e v e r ,  t o t a l
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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 

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

iAS 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. ?. 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 30-day 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 first refund period shall begin 30 days after the department has 

received a taxpayer's income tax return. The additional amount paid

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

refund due.

*  Sec. 4. 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).

CSHB 182 am S - 2 -



TO: p

H o n o r a b l e  J o h n  S a c k e t t
C h a i r m a n r S e n a t e  F i n a n c e  C o m m i t t e e

date : F e b r u a r y  10, 1 9 7 7

M B
from:Mi l t  B a r k e r ,  F i s c a l  A n a l y s t  subject: S B  1 4 0  a n d  H B  182

L e g i s l a t i v e  F i n a n c e  D i v i s i o n

B o t h  S B 1 4 0  a n d  H B 1 8 2  w o u l d  i n c o r p o r a t e  t h e  f e d e r a l  p r o v i s i o n s  
f o r  a t a x  c r e d i t  b a s e d  o n  c h i l d  c a r e  e x p e n s e s  i n t o  S t a t e  law, 
w h i l e  S B 1 4 0  w o u l d  i n c o r p o r a t e  t h e  t a x  c r e d i t  f o r  t h e  e l d e r l y  
as w e l l .

T h e  f i s c a l  n o t e  o n  t h e  t w o  b i l l s  is t h e  s a m e  (a l o s s  o f  $ 1 , 0 0 0 , 0 0 0  
i n  r e v e n u e )  b e c a u s e  t h e  r e v e n u e  l o s s  f r o m  e n a c t i n g  t h e  t a x  c r e d i t  
f o r  t h e  e l d e r l y  is m i n i s c u l e .  T h i s  is b e c a u s e  A l a s k a  h a s  f e w e r  
a g e d  p e r s o n s  t h a n  a v e r a g e ,  f e w  o f  t h e s e  p e r s o n s  f i l e  i n c o m e  t a x  
r e t u r n s ,  t h o s e  t h a t  d o  r e p o r t  v e r y  l i t t l e  i n c o m e ,  a n d  a n y  e l d e r l y  
t a x  c r e d i t s  i n  e x c e s s  o f  t a x  l i a b i l i t y  a r e  n o t  r e f u n d a b l e .  A  

d e s c r i p t i o n  o f  t h e  t a x  c r e d i t  f o r  t h e  e l d e r l y ,  w h i c h  is r e d u c e d  
b o t h  b y  p e n s i o n  o r  a n n u i t y  i n c o m e  a n d  e a r n e d  i n c o m e  in e x c e s s  o f  
g i v e n  l e v e l s ,  is a p p e n d e d  a l o n g  w i t h  a d e s c r i p t i o n  o f  t h e  f o r m e r  
r e t i r e m e n t  i n c o m e  c r e d i t .

T h e  $ 1 , 0 0 0 , 0 0 0  r e v e n u e  l o s s  w h i c h  r e l a t e s  a l m o s t  e n t i r e l y  t o  t h e  
c h i l d  c a r e  t a x  c r e d i t  is j u s t  R e v e n u e ' s  w i l d  g u e s s ;  t h e y  h a v e  n o  
b a s i s  f o r  e s t i m a t i n g  b e c a u s e  f e w  A l a s k a n s  i t e m i c e  d e d u c t i o n s  —  
c h i l d  c a r e  e x p e n s e s  w e r e  f o r m e r l y  an a l l o w a b l e  d e d u c t i o n .  A s  

a c r e d i t ,  m o r e  p e o p l e  w i l l  c l a i m  s u c h  e x p e n s e s  a n d  t h e y  w i l l  
c l a i m  m o r e  d o l l a r s  s i n c e  t h e  p r o v i s i o n s  h a v e  b e e n  l i b e r a l i z e d  in 
s e v e r a l  w a y s .  A  d e s c r i p t i o n  o f  t h e  o l d  d e d u c t i o n  a n d  n e w  c r e d i t  
is a p p e n d e d .

R e v e n u e  e s t i m a t e s  m a y b e  1 2 , 0 0 0  r e t u r n s  w h i c h  w o u l d  m e a n  $83 c r e d i t s  
o n  a v e r a g e .  H o w e v e r ,  a n  i n i t i a l  R e v e n u e  g u e s s  q u o t e d  i n  t h e  p a p e r s  

w a s  p e r h a p s  as m u c h  as $ 5 , 0 0 0 , 0 0 0  o r  $ 6 , 0 0 0 , 0 0 0 .

O n e  f a c t o r  w h i c h  w o u l d  t e n d  t o  l i m i t  t h e  r e v e n u e  l o s s  f o r  c h i l d  
c a r e  e x p e n s e s  is t h e  S t a t e  p r o g r a m  f o r  d a y  c a r e  a s s i s t a n c e  in 
C o m m u n i t y  & R e g i o n a l  A f f a i r s  w h i c h  f u n d s  d a y  c a r e  f o r  m i d d l e  

i n c o m e  f a m i l i e s  o n  a s l i d i n g  s c a l e  as w e l l  as A F D C  f a m i l i e s .
T h u s ,  e n a c t m e n t  of t h i s  c r e d i t  w o u l d  t e n d  t o  o f f e r  g r e a t e r  r e ­
l i e f  to h i g h e r  i n c o m e  f a m i l i e s .  T h e s e  f a m i l i e s ,  w h o  a r e  p e r m i t ­
t e d  a 2 0 %  c r e d i t  o f  c h i l d  c a r e  e x p e n s e s  a t  t h e  f e d e r a l  l e v e l ,  
w o u l d  b e  s u b s i d i z e d  a n  a d d i t i o n a l  1 6 %  o f  t h i s  a m o u n t  a t  t h e  s t a t e  
l e v e l ,  a t o t a l  o f  2 3 . 2 %  of c h i l d  c a r e  e x p e n s e s .  H o w e v e r ,  t o t a l
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r e l i e f  c o m b i n i n g  d a y  c a r e  a s s i s t a n c e  w i t h  t a x  c r e d i t s  w o u l d  s t i l l  
e x h i b i t  a s o m e w h a t  p r o g r e s s i v e  s t r u c t u r e .  If a m o r e  p r o g r e s s i v e  
s t r u c t u r e  is d e s i r e d ,  i t  c o u l d  b e  a c h i e v e d  b y  a u g m e n t i n g  t h e  d a y  
c a r e  a s s i s t a n c e  p r o g r a m  r a t h e r  t h a n  e n a c t i n g  t h e  t a x  c r e d i t .

U n t i l  t h e  S t a t e  d e v e l o p s  a t a x  e x p e n d i t u r e  b u d g e t  w h i c h  s h o w s  
t h e  a m o u n t s  o f  r e v e n u e  l o s t  e a c h  y e a r  d u e  t o  s p e c i a l  t a x  p r o ­
v i s i o n s ,  g r e a t e r  a c c o u n t a b i l i t y  is r e t a i n e d  b y  a u g m e n t i n g  d a y  

c a r e  a s s i s t a n c e  r a t h e r  t h a n  e n a c t i n g  a t a x  c r e d i t .  C o n t r o l  is 
a l s o  m o r e  f l e x i b l e  in t h a t  p r o g r a m  r e g u l a t i o n s  a n d  l e v e l s  o f  
f u n d i n g  a r e  m o r e  e a s i l y  a d j u s t e d  t h a n  s t a t u t o r y  t a x  p r o v i s i o n s .

O n  t h e  o t h e r  h a n d ,  t h e  a d m i n i s t r a t i v e  c o s t s  o f  t h i s  account-- 
a b i l i t y  a n d  c o n t r o l  a r e  l a r g e l y  o b v i a t e d  t h r o u g h  t h e  u s e  o f  
a t a x  c r e d i t .

If it is d e s i r e d  t h a t  t h e  t a x  c r e d i t  b e  a v a i l a b l e  f o r  t h e  
1.97 6 t a x  y e a r ,  l e g i s l a t i o n  s h o u l d  b e  e n a c t e d  a t  o n c e  to a v o i d  
t h e  a d m i n i s t r a t i v e  c o s t s  o f  a m e n d e d  r e t u r n s .  O n  t h e  o t h e r  
h a n d ,  t h e  n e c e s s i t y  o f  f i l i n g  a m e n d e d  r e t u r n s  w o u l d  p r o b a b l y  
l i m i t  s u c h  c l a i m s  f o r  1 9 76. If t h e  c r e d i t  w e r e  n o t  t o  b e  m a d e  
e f f e c t i v e  u n t i l  t h e  1 9 7 7  t a x  y e a r ,  t h e r e  n e e d  b e  n o  r u s h .
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Introduced: 2/ 1 6 /7 6
Referred: Finance

BY MILLER, COLLETTA, CROFT, FERGUSC 
HUBER, RAY A N D . Z IEGLER

664

IN THE SENATE

S E N A T E  BI L L  NO.

IN T H E  LE G I S L A T U R E  OF THE STA T E  OF A L ASKA 

N I NTH LE G I S L A T U R E  - S E C O N D  S E S S I O N  

A B I L L

F o r  an Act entitled: "An Act r elating to the m a k i n g  of r eparations to the

taxpayer for late payment of tax refunds."

BE IT E N A C T E D  BY THE L E G I S L A T U R E  OF THE S T A T E  OF ALASKA:

* Section 1. AS 43.20 is amended by a d d i n g  a new section to read:

Sec. 43.20.215. REPAR A T I O N  F O R  LATE P A Y M E N T  OF REFUNDS. Five 

per cent shall be added to the tax refund for each 30-day p e riod or 
fraction of the period d u r i n g  which the depart m e n t  fails to issue a 

refund to w h i c h  a taxpayer is entitled und e r  this title, unless it is 

shown the failure is due to a reaso n a b l e  cause and not wilf u l  neglect. 

The addit i o n a l  amount paid to a t a xpayer u n d e r  this section may not 

exceed 25 per cent o f  the refund due. The depart m e n t  shall prescribe bi- 

regul a t i o n  circumstances which constitute r e a s o n a b l e  .cause for purposes 

of this section.

k
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T H E  L E G I S L A T U R E  O F  T H E  S T A T E  O F  A L A S K A  

F I S C A L  R O T E

S e c o n d  S e s s i o n  -  N i n t h  L e g i s l a t u r e

I. R E Q U E S T
D i l l  No. Senate B i l l  66A 

■Title: Act  r e l a t i n g  to  re p a r a t io n s  to the taxpayer t o r  l a t e  payment or tax  re funds .
R e q u e s t e d  by:

R e t u r n  D a t e  R e q u e s t e d :  
A g e n c y :  • Revenue

R. D. Stevenson
2-18-76

D a t e ~T=TFW

P r o g r a m : Aud i t

F I S C A L  D E T A I L  _
T~~ B u d g e t  R e q u e s t  U n i t ( s )  A f f e c t e d :  A d m in i s t r a t i v e  Serv ices and A u d i t

A. E X P E N D I T U R E S :' ( T h o u s a n d s  o f  d o l l a r s )

N  ....

" O B J E C T F Y  7 6 F Y  7 7 F Y  7 8 .FY 7 9 F Y  80 F Y  81
1 0 0  P E R S O N A L  S E R V I C E S 13 A.A 136.2 162.0 163.8 189.6
2 0 0  T R A V E L

3 0 0  C O N T R A C T U A L _ J .  6 8.6 9.5 10.5 11.A
A 0 0  C O M M O D I T I E S

5 0 0  E Q U I P M E N T

600' L A N D  & S T R U C T U R E S

7 0 0  G R A N T S ,  C L A I M S ,  E T C .

T O T A L
None 1A2.0 1M».8 171.5 17^-3 201 .0

B.. F U N D I N G :  ( T h o u s a n d s  

G E N E R A L  F U N D

o f  d o l l  

None

a r s ) 

1A2.0 l k k . 8 171.5 17^.3 201 .0

F E D E R A L  F U N D S
O T H E R

C. P O S I T I O N S :  

P E R M A N E N T / T E M P O R A R Y 0 / 0 5 /  8 5 /  9 I

%

6 / l 0 6 / l l 7 / 12
M A N  M O N T H S  ( P . / T . ) 0 / 0 60 /16 60 / 18 72 / 20 72 /  22 8 k  / 2 k

I I I .  A N A L Y S I S  ( S e e  F i s c a l  N o t e  P r e p a r a t i o n  I n s t r u c t i o n s ,  S e c t i o n  I I I )

There  a r e  many v a r ia b le : ,  on how t h i s  b i l l  might o p e r a te .  Assuming i t  is  determined  
t h a t  we had to ins u re  issuance o*f any re fund w i t h i n  30 days o f  r e c e i p t ,  the above 
s t a f f i n g  would be re q u i r e d .

I V .  A T T A C H M E N T S  ^ee memo dated 2—18—7̂  a t t a c h e d .

r. D A T E :  , 3 P R E P A R E I X  B Y j ^

7
O r i g i n a l :  L e g i s l a t i v e  F i n a n c e  

cc: B u d g e t  a n d  M a n a g e m e n t
P r i m e  S p o n s o r  ( F i r s t  L e g i s l a t o r  N a m e d )

/ />

Y
; i / s  so
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I


