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'"MEMORANDUM State of Alaska
t o . Joe Donohue

Deputy Commissioner 
Department of Revenue FILE NO:

d a t e: August 29, 1980

t e l e p h o n e NO: 465-2366

f r o m : Fred Boetsch, Director,

Enforcement Division

s u b j e c t : Contingency Plan for 

Income Tax Repeal

The effects of a total repeal of the Alaska income tax in this organization 
v/ould depend on many variables besides the mere repeal of the tax. The 

first item, of course, would be the effective date of any repeal. The 

earlier the effective date, the sooner we would expect our individual 
tax workload to decline. Another variable v/ould be the Permanent Fund 
Dividend Program. If this program goes into effect, we will exercise 

our right of offset to satisfy many old v/arrants and thereby reduce the 
inventory more rapidly. The third factor would be the extent to which 

old revenue agent reports from the IRS are worked in the future and the 
warrant load which might be generated from that source.’

For purposes of this analysis therefore, I have assumed that the Permanent 
Fund Dividend Program would remain intact and that the people assigned 

to the compliance unit would work on permanent fund dividend eligibility 
and tax compliance investigations. I have also assumed that the repeal 

would be effective January 1, 1979, and that Audit would continue to 
work Internal Revenue Service revenue agent reports through 1978. Under 

those conditions the changes indicated on the attached organization 

chart would be fully implemented by the end of calendar year 1981 
(approximately halfway through fiscal year 1982). For the most part 

changes v/ould be made through attrition during the course rf the next 16 

months. It is my hope that layoffs v/ould not be necessary.

The attached chart indicates the present organization of the collection 
function within the Enforcement Division, including management. It does 
not include the permament fund dividend and other taxes compliance unit. 

Those positions indicated in blue would remain after the implementation 
of this phase-out v/hereas those positions indicated in red v/ould be 
deleted. Approximately 16 positions v/ould ultimately be deleted from 

the collection staff and 13 positions v/ould remain.

FB/vcy

Attachment

cc: Mari 11a Gemmer, Chief 
Enforcement Operations
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I, the undersigned, an employee o f  the State o f A laska, do hereby certify 

that the m icrofilm  images on this m icroform  are accurate reproductions 

o f the original records o f the State o f Alaska as accumulated during the 

regular course o f business, and that it is the established policy and practice 

o f this State to m icrofilm  its records and to dispose o f the original records 

a fter m icrofilm  reproductions have been made.

Signature o f Camera Operator Date



THE LEGISLATURE

BUDGET *HD AUDIT CM M ITTEE

M E M O R A N D U M

D A T E : S e p t e m b e r  1 8 ,  1 9 8 0

T O : H o n o r a b l e  R u s s  M e e k i n s
C h a i r m a n
H o u s e  F i n a n c e  C o m m it t e e

v f o
FR O M : M i l t  B a r k e r ,  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

S U B J : G e n e r a l  F u n d  B a l a n c e s

T a b l e  1  ( a t t a c h e d )  p r o j e c t s  a  g e n e r a l  f u n d  c a s h  b a l a n c e  
o f  $ 9 2 3  m i l l i o n  a t  t h e  e n d  o f  t h i s  f i s c a l  y e a r  a n d  
$ 5 , 5 9 2  m i l l i o n  i n  c a s h  a v a i l a b l e  f o r  a p p r o p r i a t i o n  f o r  
F Y  8 2  i f  t h e r e  i s  n o  l e g i s l a t i o n  r e p e a l i n g  i n d i v i d u a l  
in c o m e  t a x e s  a n d  r e f u n d i n g  c a l e n d a r  1 9 7 9  t a x  p a y m e n t s  
a n d  c a l e n d a r  1 9 8 0  w i t h h o l d i n g  f o r  i n d i v i d u a l s .

A s s u m in g  s u c h  l e g i s l a t i o n  i s  e n a c t e d ,  t h e  f i g u r e s  w o u l d  
b e  $ 5 9 0  m i l l i o n  a t  t h e  e n d  o f  F Y  8 1  a n d  $ 5 , 0 5 1  m i l l i o n  
i n  c a s h  a v a i l a b l e  f o r  a p p r o p r i a t i o n  f o r  F Y  82 b a s e d  o n  
t h e  c o s t  o f  s u c h  l e g i s l a t i o n  a s  d e t a i l e d  ir t h e  a t t a c h e d  
f i s c a l  n o t e ,  n a m e l y

F Y  8 1
A p p r o p r i a t i o n  o f  1 9 7 9  t a x  r e f u n d $ 1 1 1 . 8 m i l l i o n
A p p r o p r i a t i o n  o f  1 9 8 0  w i t h h o l d i n g 7 3 . 5 m i l l i o n
R e v e n u e  f o r e g o n e  F Y  8 1 1 4 7 . 5 m i l l i o n

- $ 3 3 2 . 8 m i l l i o n

F Y  82
R e v e n u e  f o r e g o n e $ 2 0 6 . 0 m i l l  i o n

T o t a l  c o s t  t h r o u g h  F Y  82 $ 5 3 8 . 8 m i l l i o n

T h e  e s t i m a t e s  o f  p e t r o l e u m  r e v e n u e s  i n  t h i s  Memo a r e  
s i g n i f i c a n t l y  l e s s  t h a n  t h o s e  c o n t a i n e d  i n  t h e  J u n e  1 9 8 0  
" R e v e n u e  S o u r c e s "  p u b l i s h e d  b y  t h e  D e p a r t m e n t  o f  R e v e n u e .  
T h e  r e s p e c t i v e  e s t i m a t e s  o f  N o r t h  S l o p e  w e l l h e a d  v a l u e s  
a r e

J u n e  1 9 8 0  " R e v e n u e  S o u r c e s "  T h i s  Memo 
F Y  8 1  $ 2 2 . 5 5  $ 1 9 . 8 7



H o n o r a b l e  R u s s  M e e k i n s -2- S e p t e m b e r  18, 1 9 8 0

T h e  d i f f e r e n c e s  i n  w e l l h e a d  v a l u e s  r e f l e c t  t h e  f o l l o w i n g
e v e n t s  o r  d i f f e r i n g  a s s u m p t i o n s : .  ................

1 .  " R e v e n u e  S o u r c e s "  a s s u m e d ,  b a s e d  o n  a  F E R C  a d m i n i s ­
t r a t i v e  l a w  j u d g e ' s  r u l i n g  o n  F e b r u a r y  1 ,  1 9 8 0 ,  t h a t  
F E R C  m a y  u l t i m a t e l y  a d j u s t  T A P S  t a r i f f s  d o w n w a r d  f r o m  
t h o s e  f i l e d  b y  t h e  o i l  c o m p a n i e s .  T h i s  M e m o 's  e s t i m a t e s  
d o  n o t  t a k e  t h a t  p o s s i b i l i t y  i n t o  a c c o u n t ,

2 .  T h e  r e c e n t  s e t t l e m e n t  o f  t h e  f i e l d  c o s t s  i s s u e s  i n  
t h e  A m e r a d a  H e s s  l a w  s u i t  w a s  i n c o r p o r a t e d  i n  t h e  
e s t i m a t e s  h e r e i n .  $ 4 0  m i l l i o n  i n  r e f u n d s  o f  e x c e s s i v e  
f i e l d  c o s t  d e d u c t i o n s  f r o m  r o y a l t i e s  t a k e n  b y  t h e

- o i l  c o m p a n i e s  p r i o r  t o  t h e  s e t t l e m e n t  a r e  a s s u m e d  
t o  b e  r e c e i v e d  b y  t h e  S t a t e  i n  F Y . 8 1 .  B a s e d  o n  s e t t l e d  
c o s t s  o f  4 2 C  p e r  b a r r e l  e s c a l a t e d  b y  t h e  p r o d u c e r  
p r i c e  i n d e x  f o r  i n d u s t r i a l  c o m m o d i t i e s ,  t h e  a l l o w a b l e  
d e d u c t i o n  f o r  c a l e n d a r  1 9 8 0  w o u l d  b e  5 4 $  v s .  t h e  a v e r a g e  
o f  6 4 C t h a t  w a s  b e i n g  t a k e n  a n d  w h i c h  w a s  u s e d  i n  t h e  . 
" R e v e n u e  S o u r c e s "  e s t i m a t e s .

3 .  T h e  r e q u i r e m e n t  b y  DOE o f  e n t i t l e m e n t s  f o r  N o r t h  S l o p e  
o i l  r e s u l t e d  i n  a p p r o x i m a t e l y  a  $4 p e r  b a r r e l  r e d u c t i o n  
i n  w e l l h e a d  p r i c e  b y  S o h i o  a n d  E x x o n  i n  J u l y  1 9 8 0 .  T h i s  
d i s c o u n t  s h o u l d  d e c r e a s e  t o  l e s s  t h a n  $ 1  b y  J u n e  1 9 8 1
a s  t h e  c o n t r o l l e d  p o r t i o n  o f  N o r t h  S l o p e  o i l  o n  w h i c h  
e n t i t l e m e n t s  a r e  r e q u i r e d  d e c l i n e s .  T h e  e l i m i n a t i o n  
o f  t h i s  d i s c o u n t  i s  a s s u m e d  i n  t h i s  Memo t o  b e  a c c e l e r a t e d  
b y  a d o p t i o n  o f  n e w  DOE r e g u l a t i o n s  w h i c h  p r o p o s e  t o  
r e d u c e  t h e  e n t i t l e m e n t  r e q u i r e m e n t s  o n  N o r t h  S l o p e  b y  
$ 2  b e c a u s e  o f  i t s  l e s s e r  q u a l i t y .  S e e  a t t a c h e d  F a i r b a n k s  
N e w s - M in e r  a r t i c l e .

4 .  M o re  c o n s e r v a t i v e  e s t i m a t e s  o f  w o r l d  o i l  p r i c e  i n c r e a s e s  
a r e  p r o j e c t e d  h e r e  t h a n  i n  t h e  e a r l i e r  J u n e  " R e v e n u e  
S o u r c e s "  d u e  t o  t h e  g r o w i n g  g l u t  o f  o i l  a n d  t h e  f a i l u r e  
o f  t h i s  w e e k ' s  OPEC c o n f e r e n c e  t o  r e a c h  a g r e e m e n t  o n  
p r i c e s  a n d  p r o d u c t i o n .  H o w e v e r ,  t h e  u n d e r l y i n g  a s s u m p t i o n  
i s  t h a t  a g r e e m e n t  w i l l  b e  r e a c h e d  a n d  p r o d u c t i o n  r e d u c e d  
s o  t h a t  c o n t i n u e d  p r i c e  i n c r e a s e s  c a n  b e  r e a l i z e d  
b e g i n n i n g  i n  1 9 8 1 .

e n c l o s u r e s



TABLE I 
GENERAL FUND BALANCES 

($ Millions)

Available for 
Appropriation Cash Source

FY 80

Unrestricted Revenue
(Net of Permanent, Renewable 
Resources, and Native Claims 
Funds)

Appropriations
(Including Supplanentals)

Illiquid Investments

General Fund Balance 6/30/80

FY 81

Unrestricted Revenue
(Net of Permanent 6c Renewable 
Resource Funds; inclusive of 
individual incane tax liabil­
ities)

Appropriations
(Net of appropriation of $88.9 
for calendar 79 tax refunds 
in fiscal note for SB 394)

General Fund Balance 6/30/81

FY 82

Unrestricted Revenue
(Net of Permanent 6c Renewable 
Resource Funds; Inclusive of 
individual income tax liabil- 
ties)

General Fund Balance 6/30/82 
(Before 1981 session 
appropriations)

General Fund Balance 6/30/79 684.3 199.0 "Executive Budget FY 81"

2539.5 . 2539.5 "Revenue Sources" June 1980

(1651.2) (1651.2)

(389.0)

"Free Conference Committee Re­
port - Capitol Budget and Sum­
maries" FY 80 6c FY 81 
See Table 2

1572.6 698.3

3564.1 3564.1

(3851.1) (3339.1) 1

1285.6 923.3

4669.0 4669.0

59%. 6 5592.3

Legislative Finance estimate

(3339.1)^  ̂ "Free Conference Committee Re­
port - Capitol Budget and Sum­
maries FY 81"

Legislative Finance estimate

Footnote 1. Certain appropriations to AHFC, AIDA, and for fish processing loan 
guarantees were made frcm illiquid assets.

PREPARED BY:

Legislative Finance Division 
September 17, 1980



TABLE 2

F Y  8 0  I l l i q u i d  I n v e s t m e n t s  
($  m i l l i o n s )

B u s i n e s s  L o a n s  $ 1 7 1 * 0
C o m m e r c i a l  F i s h  & A g r i c u l t u r e  B a n k  3 0 . 0
S e c u r i t y  N a t i o n a l  B a n k  4 . 5
M o b i l e  Hom e L o a n s  2 0 . 0
D e f e r r e d  C o m p e n s a t i o n  L o a n  3 . 5
H o u s i n g  l o a n s  p u r c h a s e d  f r o m  b a n k s  1 5 5 . 0
C r e d i t  U n i o n s  4 5 . 0
P r i n c i p a l  R e p a y m e n t  ( 4 0 . 0 )

$ 3 8 9 . 0

P R E P A R E D  B Y :
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  
S e p t e m b e r  1 7 ,  1 9 8 0
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THE LEG ISLATURE OF THE STATE OF ALASKA
ELEVENTH LEG ISLATURE

FISCAL NOTR
REQUEST .
Bill/Resolution No.
Title 7u Act R e l a t i n g  t o  Income Tax R e p e a l and R e f u n d a b l e  C r e d i t s
Requested by Date

FISCAL DETAIL
•

Auencv Affected
Program Category Affected
BRU. Program. or.Suboroeram(s) Affected ...
(Note: If more than one budget component is affected, separate iine-itcm amounts and funding for each

component in the analysis section.) r- j
EXPENDITURES (Thousands of Dollars) *

F Y  80 F Y  81 F Y  82 F Y  83 F Y  84 F Y  85

inn PERSONA 1 SERVICES •—• • .

?nn TRAVF.I
snn CONTRACTUAL
4nn COMMODITIES
son EQUIPMENT
Ann LAND & STRUCTURES
7nn GRANTS. CLAIMS. ETC.

TOTAL
M i l l i o n s  

FUNDING ("KiXMKMXof Dollars)
GENERA 1 FUND 1 1 1 . 8  ! 1 . 7 1 . 6 ro CO 2 . 8  1
FEDERAL FUNDS
OTHER (Specify Fund Source)W i t h h o l d i n g  i n  T r u s t

_  - 7 3 ;  _/

POSITIONS 
FULL. TIME

4$
( 1 4 7 . 5 )

r f-y%c

( 2 0 6 ) ( 2 6 6 ) ( 3 3 8 ) (427.'

PART T!MI-
TEMPORARY

III. ANALYSIS (See Fiscal Note Preparation Instructions, Section III )
The a f o r e m e n t i o n e d  numbers a r e  b r o k e n  down i n  th e  f o l l o w i n g  m ann e r .  
( 1 )  T h i s  f i s c a l  y e a r  1 9 8 1  f i g u r e  o f  $ 1 1 1 . 8  m i l l i o n  c o n s i s t s  o f  
$111  m i l l i o n  i n  1 979  t a x  y e a r  r e f u n d s  p l u s  . 8  m i l l i o n  f o r  r e f u n d ­
a b l e  c r e d i t s  i n  th e  f o rm  o f  p o l i t i c a l  c o n t r i b u t i o n s  and c h i l d  
c a r e .  ( 2 )  The $ 7 3 . 5  m i l l i o n  f i g u r e  to  be pa? ’ i n  FY 81 c o n s i s t s  
o f  w i t h h o l d i n g  h e l d  i n  t r u s t  f o r  t h e  f i r s t  t h r e e  q u a r t e r s  o f  t a x  
y e a r  1 9 8 0 .  ( 3 )  The f i g u r e  o f  $147  m i l l i o n  r e p r e s e n t s  t h e  rem a inde ?
o f  f o r e g o n e  income f o r  f i s c a l  y e a r  1 9 8 1 .  The sum t o t a l  f i g u r e  o f  
$ 1 8 5 . 3  m i l l i o n  c o n s t i t u t i n g  i t em s  ( 1 )  and ( 2 )  must be a p p r o p r i a t e d  
whe re  as th e  $ 1 4 7 . 7  m i l l i o n  f o r e g o n e  in come  do^s n o t  r e q u i r e  
a p p r o p r i a t i o n  on th e  p a r t ,  o f  t h e  L e g i s l a t u r e ' .  - ( 4 )  The f i g u r e s  
f o r  FY 82 t h r o u g h  FY 85 encompass f i r s t  t h e  r e f u n d a b l e  p o l i t i c a l  
c o n t r i b u t i o n  at.d c h i l d  c a r e  c r e d i t s  and s e c o n d  t h e  f o r e g o n o ^ in c o m e  
a s sum ing  t o t a l  r e p e a l  o f  th e  i n d i v i d u a l  inepme t a x . .

7 ^ ------
IV. DATE PREPARED BY 

AGENCY 
PHONE _Orif inu I: Legislative Finance

cc: Budget and Management
Prime Sponsor (First Legislator Named)

3  7 /

33-001 (Ucv. 12/79)



-.** THE LEG ISLATURE OF THE STATE OF ALASKA
ELEVENTH LEG ISLATURE

FISCAL NOTE

I. REQUEST
Bill/Reso!ulicm No.  ; _
Title An Act R e l a t i n g  t o  Tnenme Tav R e p e a l  and R e f u n d a b l e  C r e d i t s .
Requested by_____________________________________   Date________________

II. FISCAL DETAIL 
Aitcncv Affected
Program Category Affected •••
BRU, Program, or Subprogram(s) Affected
(Note: If more than one budget component is affected, separate iine-item amounts and funding for each 

component in the analysis section.)
EXPENDITURES (Thousands of Dollars)

FY 80 FY 81 FY 82 FY 83 ’ FY 84 FY 85
!0n PERSONA I SERVICES .....
700 TRAVE!
300 CONTRACTUAI • •
400 COMMODITIES
500 EOIIIPM ENT
600 LAND & ■'.TRIICTURES
700 GRANTS. CLAIMS. ETC. .

TOTAL •

FUNDING (m M ^ o f  Dol M i l l i o n s
GENERAL FUND

lars)
3 0 . 5 1 . 7 1 .6 2.8 2.8

FEDERAL FUNDS
OTHER (Snecifv Fund Source)
G e n e r a l  Fund U n c o l l e c t e d .

Tax ( 2 6  _2_) .. ( 3 0 ) ( 4 1 ) ( 5 4 ) ( 7 0 )

POSITIONS .

-

FULL TIME
PART TIME
TEMPORARY

III. ANALYSIS (See Fiscal Note Preparation Instructions, Section III)
The a p p r o a c h  o u t l i n e d  on th e  f i r s t  page  r e p r e s e n t s  t h e  im p a c t  
o f  c om p le t e  s u s p e n s i o n  o f  th e  i n d i v i d u a l  in c om e  t a x .  The e f f e c t  
o f  th e  i n c r e m e n t a l  a p p r o a c h , w h ich  i s  s im p l y  a n o t h e r  way o f  
l o o k i n g  a t  t h e  im p a c t ,  r e v e a l s  t h e  numbers  i n d i c a t e d  a b o v e .
These  numbers must be r e a d  i n  c o n j u n c t i o n  w i t h  t h o s e  i n  F i s c a l  
No te  FCCS f o r  SB 394 d a t e d  4 - 1 4 - 8 0  i n  o r d e r  t o  a s c e r t a i n  th e  
f u l l  im p a c t .

|V HA TE 7  / / • * ' / & ' & PR EPA RE D  BY i s L l A
Orittiii-i 1 • Legislative Finance

AGENGY /
PHONE S ' 2  3 7  /

cc: Budget and Management
Prime Sponsor (First Legislator Named)

33-001 (Rev. 12/79)



•'»*titlem'ents subsidy that Standard Gil of' 'A Ohio; Atlantic Richfield and Exxon now 
ij pay. other .refiners by about $2 a barrel

g WASHINGTON— The seesawing 
gasolineAprices'~of~ major.;' Alaskan 
producers could swing down a bit as.lhe’ 
result til a' change in rules on North'

r b a n k s  / V e u i s  / Y i n e r

f - / 3 - V O

3 H • *1 . . r - T R i T  . C j  .;A -  • TJ --•••■’ i. i iy  •

still studying whether the complex.-..
' proposal will, mean any-savings, for.-;
, motorists iri Alaska,1 j: 
iC'.I hate .to raise expectations,the'. -; 

change in rules on NorlhsS\l<> compensate for-lhe poor.quality-,of.;.; spokesman said. But he predicted there £ 
Slope oil proposed bv ie Department ofj^ their Alaskan North Slope oil supply. 1 , .-could be a price'cut of about 3 cents a.;/. 
.'. Energy.this week/;-- • ;y-m *.-’ V* • / , VA Sohio"spokesman said the company ;'r gallon after January -if -market• con:;': 
*>V >•/:•••;&• 5-:l •$■'-*£ i&vjgf* l8V.*& -W .*'• ditions allow’Sohio to pass the savings-*?

-,^i; -a •« .......................................... ’ - ^on to customers.̂ ;: .' : -;H.
:The department’s entitlements':’:: 
program is designed to equalize the ']-! 
ycosts of various types of imported and 
".domestic oil, but changing world prices'-'] 
'and supplies have.forced a continual';.'] 
reshuffling, '-'k"-v-'v. - ■ '? i
•r This latest proposal comes on top of a .' 
.'more sweeping change in the program 
last July that ’ eliminated .the en-’ 1 
•tillements benefits which kept, the 
producers' prices low anti forced them 

;.to pay into a fund for other’-'refiners’-'-: 
instead.... . . \ • V • '.?&■&' -.*,:•
Anticipating that;chanp-,: Sohio ofcrS’ 

.:ficials raised their prices 11 cents ,a’ j 
"gallon in June.-But.they also:argued 
that the less valuable products refined]? 
from their heavy,- high sulfur. Alaskanv
oil., made it .unfair?;to.,wipe outrthe/ 
benefits completely.:,: -ft'
. Department spokesman Jack Van-.- 
Tdenburg said complaints from Sohio V'v' 
and other Alaskan oil producers were .. ' 
-Responsible-for the new proposal; He ■ said the $2 a barrel cut is designed to •}'; 
make Alaskan oil competitive in price.'f--:
. with higher quality imported oil. =..:
.'• The department is also considering a 
measure that would grant relief for 
.Alaskan producers who must pay high 
transportation costs :to move North 
Slope oil to the Lower 48.. -V .>•* • ]■:
Hearings'.-on • DOE’s proposal • '.are 

.scheduled for Oct. 9, .with final action 
due after Nov. 12.:.* • • r. I. * •"** *' ? * ‘ ’ ■1.-. =ii  t-. n.MS-  "•

*. •>



COMMITTEE REPORT

9 / 2 2 / 8 0 F U R T H E R

Mr. S p e a k e r :

T h e  C o m m i t t e e  on F I N A N C E _________________________ has h a d ___________ H B  1 0 4 1

"An Act making a special appropriation to the Department of Revenue to 
provide income tax and withholding payment refunds to individuals; 
and providing for an effective date."

u n d e r  c o n s i d e r a t i o n  an d (a m a j o r i t y  o f  the c o m m i t t e e )  (the c o m m i t t e e )  
r e p o r t s  it b a c k  w i t h  the f o l l o w i n g  r e c o m m e n d a t i o n s :

[ ] do pa ss  [ ] do not p a ss

[ ] do p as s  w i t h  a t t a c h e d  a m e n d m e n t s (s ) v

in  t A ]  s a m e
[ y ]  r e p l a c e  w i t h  CS fo r  / - / / O  H I _________________________[ ] n e w  t

an d r e c o m m e n d s  A  <■-> _______ _____________________________

A N D  a t t a c h e s  a " L e t t e r  of  I n t e n t

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  

r e f e r r e d  to t h e  ______________________________

M E M B E R S  H A V I N G  
O T H E R  R E C O M M E N D A T I O N S

M E M B E R S  S I G N I N G  
DO P A S S

C  O I M  C 1-

C H A I R M A N
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Criminal sponsor: huicr- Committee

r u n c i r r  I n f c r n c t i a r .
Cam era: luna  2 T3 v ,3 7 E ,5 Q 0  
Other Fundi- -f—

t * — pit r.M-cr BY THE FINANCE COMKITTEE

CS FOR IIOUSS SILL HO. 1041 

II? THE LEGISLATORS OF THE STATE OF ALASKA 

ELEVENTH LEGISLATURE - SECOND SPECIAL SESSION

A BILL

For an Act entitled: "An Act making a n  appropriation to the Department of

Revenue for income tax and withholding payncnt refunds 

to individuals} and providing for an effective d a t e .” 

3E IT ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA:

*  Section 1. The sun of $112,042,000 is appropriated from the general 

fund to the Department of Revenue

(1) for refunds to individuals for income taxes paid after 

December 31, 1978 for all or part of a tax year occurring after December 31, 

1973 and

(2) for 1979 and 1930 tax credits payable under AS 43.20.013.

* Sec. 2. The sum of $73,500,000 is appropriated from the general find to 

the Department of Revenue for refunds to individuals fcr income taxes w i t h­

held after December 31, 1978 for tax years for which a year-end return has 

not been filed under AS 43.20.030.

* Sec. 3. The sue of $336,500 is appropriated from the general fund to 

the Department of Revenue for administrative costs related to the refunds and 

credits payable under thio Act.

* See. 4. Linos 10 - 11, page 70, ch. 120 SLA 1980 are repealed, and the 

appropriation made at those lines is lapsed into the general fund.

* Sec. 5. This Act takes effect October 1, 1900 if a version of an Act 

entitled "An Act relating to taxes; repealing the Alaska net incore tax on 

individuals; providing for tax credits for political contributions and house­

hold and dependent carc cervices; and providing for an effective date" in 

e n a c t e d .
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HOUSE F INANCE COMMITTEE

LETTER  OF IN TENT  
FOR

C S H B  1 0 4 0 ,  C SH B  1 0 4 1  a n d  CSH B 1 0 4 2

HOUSE JOURNAL

T h e  H o u s e  F i n a n c e  C o m m it t e e  h a s  r e p o r t e d  o u t  t h r e e  
b i l l s  (H B  1 0 4 0 ,  HB 1 0 4 1  a n d  HB 1 0 4 2 )  a s  F i n a n c e  C o m m it t e e  
S u b s t i t u t e s  r e l a t i n g  t o  r e p e a l i n g  t h e  A l a s k a  n e t  in c o m e  t a x  
o n  i n d i v i d u a l s ,  p r o v i d i n g  f o r  r e f u n d  o f  1 9 7 9  A l a s k a  s t a t e  
i n d i v i d u a l  in c o m e  t a x e s  p a i d ,  p r o v i d i n g  f o r  r e f u n d a b l e  t a x  
c r e d i t s ,  a n d  a p p r o p r i a t i n g  f u n d s  f o r  p a y m e n t  o f  r e f u n d s ,  
w i t h h o l d i n g ,  t a x  c r e d i t s  a n d  a d m i n i s t r a t i v e  c o s t s .

T h e  F i n a n c e  C o m m it t e e  h a s  s e p a r a t e d  i n t o  tw o  b i l l s  t h e  
p r o v i s i o n s  c o n t a i n e d  i n  HB 1 0 4 0  a s  i n t r o d u c e d .  T h e  F i n a n c e  
C o m m it t e e  S u b s t i t u t e  f o r  HB 1 0 4 C c o n t a i n s  t h e  r e p e a l  o f  
A l a s k a  n e t  in c o m e  t a x e s  o n  i n d i v i d u a l s  a n d  t h e  p r o v i s i o n s  
f o r  r e f u n d a b l e  t a x  c r e d i t s  e f f e c t i v e  J a n u a r y  1 ,  1 9 7 9 .  T h e  
l e g i s l a t i o n  n e c e s s a r y  t o  e n a b l e  r e f u n d  o f  1 9 7 9  t a x e s  c o l l e c t e d  
i s  c o n t a i n e d  i n  t h e  F i n a n c e  C o m m it t e e  S u b s t i t u t e  f o r  HB 1 0 4 2 .  
T h i s  w a s  d o n e  t o  e n s u r e  t h a t  a n y  q u e s t i o n  o f  t h e  c o n s t i t u ­
t i o n a l i t y  o f  a  1 9 7 9  t a x  r e f u n d  n o t  a f f e c t  t h e  im m e d i a t e  
r e p e a l  o f  t h e  A l a s k a  i n d i v i d u a l  in c o m e  t a x .  R e t a i n i n g  b o t h  
r e p e a l  a n d  1 9 7 9  r e f u n d s  i n  o n e  b i l l  w i t h  a  s e v e r a b i l i t y  
c l a u s e  w a s  c o n s i d e r e d .  H o w e v e r ,  i t  w a s  r e j e c t e d  i n  f a v o r  
o f  t h e  tw o  b i l l  a p p r o a c h '  b e c a u s e  s e v e r a b i l i t y  i s  d e t e r m i n e d  
b y  t h e  c o u r t s ,  a n d  a n y  c h a l l e n g e  o f  1 9 7 9  t a x  r e f u n d s  w o u ld  
t i e  u p  t h e  in c o m e  t a x  r e p e a l  p r o v i s i o n s  u n t i l  s u c h  t i m e  a s  
t h e  c o u r t  r u l e d  o n  t h e  c o n s t i t u t i o n a l i t y  o f  t h e  b i l l .

T h e  F i n a n c e  C o m m it t e e  S u b s t i t u t e  f o r  HB 1 0 4 1  i n c l u d e s  
t h e  a p p r o p r i a t i o n s  n e c e s s a r y  t o  p a y  1 9 7 9  t a x  r e f u n d s  a n d  
1 9 7 9  a n d  1 9 8 0  t a x  c r e d i t s  a s  s e c t i o n  1 ;  1 9 8 0  w i t h h o l d i n g  a s  
s e c t i o n  2 ;  t h e  a d m i n i s t r a t i v e  c o s t s  j f  s e c t i o n  1  a n d  s e c ­
t i o n  2 ,  a s  s e c t i o n  3 ;  a  r e p e a l  o f  a p p r o p r i a t i o n s  m a d e  i n  
C h  1 2 0 ,  S L A  1 9 8 0  f o r  t h e  p u r p o s e s  o f  C h  2 2 ,  S L A  1 9 8 0 ,  
r u l e d  u n c o n s t i t u t i o n a l  b y  t h e  A l a s k a  S u p r e m e  C o u r t  a s  
s e c t i o n  4 ;  a n d  a n  e f f e c t i v e  d a t e  c l a u s e  a s  s e c t i o n  5 .  T h e  
a p p r o p r i a t i o n s  a r e  m a d e  s e p a r a t e l y ,  a g a i n  t o  a v o i d  a n y  
p r o b l e m s  o f  a  c h a l l e n g e  o f  t h  
t a x  r e f u n d s .

'Russ M e e k  in s’/ 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
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Fundi .■•£? Information
STBS,378,500

I n t r o d u c e d :  9 / 2 2 / 8 0
R e f e r r e d :  F i n a n c e

General Fund 
Other Funds

I N  THE HOUSE

- 0 -

STBb,"37'37500

BY T H E  BULLS COMMITTEE

HOUSE BILL NO. 1041 

IN THE LEGISLATURE OF THE STATE OF ALASKA 

ELEVENTH LEGISLATURE - SECOND SPECIAL SESSION

A BILL

For an Act entitled: "An Act caking a special appropriation to the Department

of Revenue to provide income tax and w i t hholding payment 

refunds to i n d ividuals; and providing for an effective 

date."

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

* Section 1. The sum of $112,378,500 is appropriated from the general 

fund to the Department of Revenue to provide refunds to individuals for 

income taxes paid after December 31, 1978, for all or part of a tax y e a r  

occurring after December 31, 1978.

* Sec. 2. The sum of $73,500,000 is appropriated from the general fund to 

the Department of Revenue to provide refunds to individuals for income taxes 

withheld after December 31, 1978, for tax years for which the individuals 

have not filed a year-end return under AS 43.20.030.

* Sec. 3. Lines 10 - 11, page 70. ch. 120 SLA 1980 are repealed, a n d  the 

appropriation made by those lines is lapsed into the general fund.

* Sec. 4. This Act takes effect October 1, 1980, if a version of an Act
- ^

entitled "An Act relating to taxes; repealing the Alaska net income tax on

individuals; and providing for an effective date" is enacted.



■ i
S i

1/

If

! 1

2

3

4

5

6

7

8

9

10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

fC- V

Funding Information 
General Fund $186,378,500

I n t r o d u c e d :  9 / 2 2 / 8 0
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BY THE RULES COMMITTEE

HOUSE BILL 130. 1 0 4 1  
I N  THE LEGISLATURE OF THE STATE OF ALASKA 

ELEVENTH LEGISLATURE - SECOND SPECIAL SESSION

A BILL

For an Act entitled: "An Act making a special appropriation to the Department

of Revenue to provide income tax and withholding payment 

refunds to individuals; and providing for an effective 

date."

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

* Section 1. The sum of $112,878,500 is appropriated from the general

fund to the Department of Revenue to provide refunds to individuals for 

income, taxes paid after December 31, 1978, for all or part of a tax year 

occurring after December 31, 1978.

* Sec. 2. The sum of $73,500,000 is appropriated from the general fund to 

the Department of Revenue to provide refunds to individuals for income taxes 

withheld after December 31, 1978, for tax years for which the individuals 

have not filed a year-end return under AS 43.20.030.

* Sec. 3. Lines 10 - 11, page 70, ch. 120 SLA 1980 are repealed, and the 

appropriation made by those lines is lapsed into the general fund.

* Sec. 4. This Act takes effect October 1, 1980, if a version of an Ac*' 

entitled "An Act relating to taxes; repealing the Alaska net income tax on 

individuals; and providing for an ei^ ctive date" is enacted.
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COMMITTEE REPORT
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SENATE

F U R T H E R :  Non e
9/23/UO

7. . . .  • . ..

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

The  C o m m i t t e e  on

D a t e :

FXNAHCE has had CSHB 1041 (Rules’)

making an appropriation to the Dept, of Revenue-JEor income tax esMmnfer! 
income tax, and withholding payment refunds to individuals a n d’fiduciaries

. . ■. ■ • . • • , ^  .■ i ;  ■ • ;  ,

u n d e r  c o n s i d e r a t i o n  an d  (a m a j o r i t y  of t h e  c o m m i t t e e )  (the c o m m i t t e e )  

r e p o r t s  it b a c k  w i t h  the  f o l l o w i n g  r e c o m m e n d a t i o n s :

[ ]

[ ]

[ ]

[ ^ f

t < r

[ i

do pa ss  [ ] do n o t  pass

au pa ss  w i t h  a t t a c h e d  a m e n d m e n t s (s )

r e p l a c e  w i t h  CS for  ____________________________________

a nd  r e c o m m e n d s  ________________________

[ ] s a m e  t i t l e
[ ] ne w  t i t l e

A N D  a t t a c h e s  a " L e t t e r  o f  I n t e n t "
K X..(

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  

r e f e r r e d  to t he __________________ _______

[ ] N e w  F i sc al  N o t e

Co m mi  tt ee

M E M B E R S  S I G N I N G  
DO P A S S  7

M E M B E R S  H A V I N G  
O T H E R  R E C O M M E N D A T I O N S :

I  LA /1* C.

X /< -_____A C ( c.
CHAIRMAN

S 60 ( R e v .  12/78)
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Offered: 9/23/80
For Today's Calendar

u n ding I n f o rmation 
General Fund 378,500
Ither Funds -0-

$186,378,500

tN T H E  HO U S E  BY T HE RULES COMMITTEE

CS FOR HOUSE BILL NO. 1041 (Rules)

IN T H E  LEGISL TURE OF THE STATE OF A L ASKA 

E L E V E N T H  L EGISLATURE - SECOND SPECIAL SESSION

A BILL

For an Act entitled: "An Act m a k i n g  an a p p r o p r i a t i o n  to the Department of

Revenue for income tax, estimated income tax, and 

w i t h h o l d i n g  payment refunds to individuals and f i d u c i a­

ries; and providing for an effective dati."

BE IT E N A CTED BY T H E  L EGISLATURE OF THE STATE OF ALASKA:

* Section 1. The sum of $112,042,000 is a p p ropriated from the general 

fund to the Department of Revenue

(1) for refunds to individuals and fiduciaries for income taxes 

paid after December 31, 1978 for all or part of a tax year occurring after 

D ecember 31, 1978 and

(2) for 1979 and 1980 tax credits payable under AS 43.20.013.

* Sec. 2. The sum of $73,500,000 is approp r i a t e d  from the general fund to

the Department of Revenue for refunds to individuals and fiduciaries of e s t i­

mated income taxes paid and income taxes w i t h h e l d  after December 31, 1978 for 

tax years for which a year-end return has not been filed under AS 43.20.030.

* Sec. 3. The sum of $836,500 is a p p r o p r i a t e d  from the general fund to

the Department of Revenue for a dministrative costs related to the refunds and 
1

credits payable under this Act.

* Sec. 4. Lines 10 - 11, page 70, ch. 120 SLA 1980 are repealed, and the 

appro p r i a t i o n  made at those lines is lapsed into the general fund.

* Sec. 5. This Act takes effect on the e ffective date of the repeal of

AS 43.20.011(a) - (d) and (f).

) r i g l n a l  s p o n so r :  R u le s  Committee

- 1 - CSHB 1041(R u le s )



S EN A TE  JOU RN AL

S E N A T E  F IN A N C E  C O M M IT T E E

LETTE R  OF IN TEN T  
F o r

C S H B  1 0 4 1  ( R u l e s )

T h e  S e n a t e  F i n a n c e  C o m m it t e e  i s  p a s s i n g  o u t  t h e  C S H B  1 0 4 1  
( R u l e s )  a s  p a s s e d  b y  t h e  H o u s e .  I t  i s  t h e  u n d e r s t a n d i n g  o f  

t h e  C o m m it t e e  t h a t  t h e  a p p r o p r i a t i o n  b i l l  i n c l u d e s  f u n d s  t o  
p a y  1 9 7 9  t a x  r e f u n d s ,  1 9 8 0  w i t h h o l d i n g  a n d  e s t i m a t e d  t a x e s  
p a i d ,  a n d  1 9 7 9  a n d  1 9 8 0  r e f u n d a b l e  t a x  c r e d i t s  a s  p r o v i d e d  
f o r  b y  C S H B  1 0 4 0  ( R u l e s )  am a n d  C SH B  1 0 4 2  ( R u l e s ) . T h e  
C o m m it t e e  i s  a w a r e  o f  t h e  o m i s s i o n  o f  r e f e r e n c e  t o  t h e  1 9 7 9  
a n d  1 9 8 0  r e f u n d a b l e  c r e d i t s  i n  t h e  t i t l e  o f  C S H B  1 0 4 1  ( R u l e s ) . 
I t  i s  n o t e  I  t h a t  s e c t i o n  1 ( b )  s p e c i f i c a l l y  s t a t e s  t h a t  t h e  
a p p r o p r i a t i o n  c o n t a i n e d  i n  s e c t i o n  1  i s  f o r  t h e  p u r p o s e  o f  
p a y i n g  1 9 7 9  a n d  1 9 8 0  r e f u n d a b l e  c r e d i t s .

T h e  S e n a t e  F i n a n c e  C o m m it t e e  w o u l d  h a v e  p r e f e r r e d  t o  
h a v e  o f f e r e d  a  C o m m it t e e  S u b s t i t u t e  c o r r e c t i n g  t h e  b i l l  
t i t l e .  H o w e v e r ,  d u e  t o  t h e  a d j o u r n m e n t  o f  t t  i H o u s e  a n d  t h p  
t i m e  c o n s t r a i n t s  f a c i n g  t h e  S e n a t e ,  t h e  F i n a n c e  C o m m it t e e  
h a s  c h o s e n  t o  p a s s  o u t  C S H B  1 0 4 1  ( R u l e s )  i n  t h e  i n t e r e s t s  o f  
e x p e d i t i n g  t h e  l e g i s l a t i o n .

I t  i s  t h e  i n t e n t  o f  t h e  C o m m it t e e  t h a t  t h i s  l e t t e r  
s e r v e  a s  e v i d e n c e  t h a t  t h e  c o m p l e t e  c o n t e n t s  o f  C S H B  1 0 4 1  
( R u l e s )  w e r e  d u l y  c o n s i d e r e d  i n  t h e  a c t i o n  t a k e n  o n  t h i s  

b i l l .
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DEPARTMENT OF L A W

OFFICE OF THE ATTORNEY GENERAL

U i i n L n l ^ y
JAY S. HAMMOND, GOVERNOR

POUCH K -S T A T E  CAPITO L 
JU N EA U . A LA SK A  99811

September 23, 1980

The Honorable Bill Ray 
Alaska State Legislature 
165 Behrends Avenue 
Juneau, Alaska 99801

Dear Senator Ray:

You have requested our opinion on the question of 
whether or not the title of CSHB 1041 (Rules), passed by the 
Alaska House of Representatives early this morning, is 
sufficient to permit funds to be paid out for the tax credits 
provided in CSHB 1040 1'Rules) am, and CSHB 1042 (Rules) .
Section 1(1) of the bill provides that part of the appropri­
ation to the Department of Revenue is "for 1979 and 1980 tax 
credits payable under AS 43.20.013." The title of the bill 
does not mention tax credits, but describes the Act as "an 
appropriation . . . for income tax, estimated income tax, 
and withholding payment refunds fcr individuals and fiduci­
aries." Consequently, a question is raised as to whether 
the title of the bill is an adequate description of the 
subject matter contained in the bill. We believe that a 
court would find the title adequate.

Article II, sec. 13 of t] Alaska Constitution requires 
that "the subject of each bill jhall be expressed in the 
title." The purpose of the requirement is to prevent stealth, 
inadvertance, and the surreptitious introduction of legis­
lation not indicated by the title. Griffin v. Sheldron, 78 
F.Supp. 455, 11 Alaska 607, 615-616. The requirement is to 
be liberally construed in order to uphold the law and accomplish 
"the beneficial purposes for which it was enacted." Id.
Mere verbal inaccuracies are to be disregarded, and doubts 
are to be resolved in favor of the bill's validity.

Here, if anything, the only complaint is that the bill 
was particularized rather than general, and one of the 
bill's particulars was omitted from the title. A  generalized 
title would have provided the reader w i t h  no greater knowledge, 
but its validity would not be questioned. Moreover here, 
there is no issue of stealth, inadvertance, or surreptitious- 
ness. The House was well aware that tax credits were also 
involved, and an attempt was made to eliminate them from the 
authorizing, substantive legislation. Finally, this bill

03-C6LH



T h e  H o n o r a b l e  B i l l  R a y 2 S e p t e m b e r  23 19 8 0

merely appropriates the money to pay the expense of the 
refunds and tax credits which are authorized by the substantive 
law. To that extent, the purpose of the requirement becomes 
less important than it is when applied to substantive bills.
The decision to pay tax refunds and credits was duly made.
This bill's sole purpor ' is to make money available to carry 
out that decision.

WLC:cjs



STANDING COMMITTEE REPORT

September 23, 1980

Senator Clem Tillion 
President, Alaska State Senate

Senator John Sackett 
Chairman, Senate Finance

This committee, after carefully reviewing CSHB 1041 
(Rules), has concluded that a question might be raised about 
whether or not the title for this bill adequately covers the 
appropriation made for certain tax credits provided for in 
CSHB 1040 (Rules) am, and CSHB 1042 (Rules). We have been 
informed that the purpose of the descriptive title require­
ment of Article II, Sec. 13 of the Alaska Constitution is to 
prevent stealth, inadvertance and the surreptitious introduction 
of legislation. Ideally it would be best to change the 
title of the bill. However, given the precipitous action of 
the other house, it is simply not feasible to change the 
title and complete this legislative session with dispatch. 
Therefore, this report is being introduced into the record 
to show that not only this committee, but also all members 
of the Senate, were fully informed concerning the matters 
contained in the bill despite the arguable defects in the 
title.
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465-2300

OFFICE OF THE C0HWSSI0HEI1 POUCH S -  IUHEAU S9SII

September 19, 1980

The Honorable Clem Tillion 
’P r e s i d e n t  of the Senate 
Alaska State Legislature 
Pouch V
Juneau, Alaska 99811

Re: Fiscal Note for An Act suspending the Alaska Net
Income Tax Act for individuals and fiduciaries

Dear Mr. President:

Attached please find fiscal notes related to the 
estimated revenue impact and administrative costs of the 
above-referenced legislation:

Revenue Impact - FY 8 1 :

(3) Additional Appropriation necessary to cover Incremental 
Cost of Total Suspension:

(A) Ch. 22, SLA 1980 Appropriation: , o t 0

836,500
537,000

1979 Refund 
Administrative Costs 
Refundable Credits

Total Appropriation 
(See ch. 120 SLA 1980

$ 90,273,500

sec. 52, page 70, line 10)

1979 Refund 
Administrative Costs 
Refundable Credits

$ 2 2 , 1 0 0 , 0 0 0  
- 0 -  

505,000

(C) Total Appropriated Funds:

$ 22,605,000 

$112,878,500

CM-02LH
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(D) Summary of FY 81 costs:

1. Total Appropriated Funds: $112,878,500

2. Total Rebate of 1980 Withholding 
.(No appropriation Necessary for 
these funds h e l d  in Trust by 
the State) $ 73,500,000

3. Total Revenues Foregone during 
FY 81 by virtue of repeal $ 147,500,000

TOTAL $333,878,500

Administrative C o s t s :

Administrative costs under Ch. 22, SLA ?980 w e r e  estimated 
at $836,500. It is assumed that the original Ch. 22 a p p r o­
priation remains available for use to implement the s u s p e n­
sion or repeal and we foresee no increase in FY 81 a d m i n i s­
trative costs with the suspension program. Therefore, no 
additional appropriation is necessary at this time.

Three fiscal notes are attached to show the estimated 
effects of suspension on relevant Divisions w i t h i n  the 
Tepartment of Revenue in FY 82. These fiscal notes a s s u m e  a 
continuation of the Permanent Fund Dividend program, c o n t i n­
uation of the refundable credits and suspension or rep e a l  of 
AS 43.20 as of December 31, 1978. These potential r e d u c­
tions in funding and staff are preliminary and w i l l  b e  
refined for inclusion in the FY 82 Detailed Budget. A t  that 
time, it should be kno w n  whether the underlying assumptions 
are valid.

Sincerely,

^jr^Thomas K. Williams
Commissioner of Revenue

Attachments



FISCAL NOTE .. .

REQUEST  . ’ ;
Bi l l /Resolut ion N o ._________________  ' ...................  .............................
Title An Act Suspending the Alaska Net Income Tax Act tor Individuals ar 
Requested bv Governor Q ate Plducrarit

Q l  LEG ISLATURE  OF THE STATE C J  ALASKA
ELEVENTH LEG ISLATURE

I I . F ISCAL DETA IL  
Agency Affected _
Program Category Affectcd_

•rBRU ,  Program, or Subprogram(s) Affected________________________________________________________________
(Note: I f  more than one budget component is affected, separate linc-item amounts and funding fo r  each 

component in the analysis section.)
EXPEND ITURES  (Thousands o f  Dol lars) • . .

FY  80 . F Y 8 1 FY  82 F Y  83 - F Y  84 F Y  85
100 PERSONAL SERV ICES
200  T R A V E L
300  CONTRACTUAL .  %
40 0  COMMODITIES •
500  EQUIPMENT
600  * LAND & STRUCTURES
70 0  GRANTS. CLAIMS. ETC.

TOTAL

FUND ING (Thousands o f  Dol lars) 

GENERA ! .  FUND 112.878 1.6 2.3 2.8

F E D E R A L  FUNDS
O THER  (Speci fy Fund Source)
Withholding in Trust 73.5

( 1 4 7 . 5 ) . ( 2 0 6 5 (266J W

POSIT IONS

F U L L  T IME
PA RT  TIMF.
t e m p o r a r y

I I I .  ANALYS IS  (See Fiscal Note Preparation Instructions, Section I I I )
$90,273,500 was previously appropriated in CH. 120, SLA 1980, Sec. 52, p. 70, 
1. 10 to cover the costs of Chapter 22. That figure included $88.9 million 
for 1979 tax refunds, $537,000 for refundable credits and $836,500 for admin­
istrative costs.. Hie new FY 81 figure of $112,878,000 includes $111,000,000 
for 1979 tax refunds (an increase of $22.1 million), $1,042,000 for 
refundable credits (an increase of $505,000) and $836,£00 for administrative 
costs (no increase). Complete suspension of the income tax is estimated to 
cost a total of $22,605,000 more than the graduated exemption program in 
FY 81 and this is the figure utilized in the appropriation bill accompanying 
the suspaision proposal since it is assumed the original Chapter 22 
appropriation remains available to implement the new bill.

The $73.5 million figure for FY 81 consists of withholding held in tru^t

IV. D A T E ______________________________ PREPARED  BY
AGENCY S' - M . 7 /

Original: Legislative Finance PHONE  _____________________
cc: Budget and Management

Prime Sponsor (First Legislator Named)

33-001 (Rev. 12/79)



for the first three quarters of tax year 1980 that will be refunded in 
FY 81.

v
The bottom line figures represent foregone revenues due to suspension of 
the individual income tax.
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F ISCAL NOTE

I. R E Q U EST
Bi l i /Resolut ion No. HB/SB :_______________________

Tit le An Act Suspending the Alaska Net Income Tax Act f o r  Individuals and Fiduciaries 

Requested bv Governor_____________________________________________________ -Date 9 / 2 2 / 8 0 __________

THE LEG ISLA TU RE  O F  THE STATE OF ALASKA
ELEVENTH  LEG ISLATURE

11, F I SCAL  D ET A IL  .
Agency Affected Revenue___________________________________________________________ _________________
Program Category Affected G en e ra l  Government_______________________________________________________
BRU ,  Program, or Subprogram(s) Affected A d m in i s t r a t i o n  and S u p p o r t .  Management S e r v i c e s  
(Note :  I f  more than one budget component is affected, separate linc-item amounts and funding f o r  each 

component in the analysis section.)
EX PEN D ITURES  (Thousands o f  Dol lars )

F Y  SO F Y  81 F Y  82 F Y  83 F Y  8 4 F Y  85
100 PERSO N AL  SERV ICES 0 (480 .2 ' )
9.00 T R A V E L ..0 ... £ 2 . 0 )
3 0 0  CO NTRAC TUAL 0 ( 2 3 1 . 2 ) •
4 0 0  COMMODIT IES 0 ( 1 . 0 )
5 0 0  • EOU IPMENT
600  LAND & STRUCTURES
7 0 0  GRANTS .  CLAIMS.  ETC.

T O TA L  0 ( 7 1 4 . 4 )

F U N D IN G  (Thousands o f  Dol 

G E N E R A L  FUND

lars)

0 ( 7 1 4 . 4 )
*

F E D E R A L  FUNDS
O T H E R  (Speci fy Fund Source)

POS IT IONS

F U L L  T IME 0 (16/192mm1

P A R T  T IME 0 (10/50 mm)

T E M P O R A R Y . |

I I I .  A N A LY S IS  (See Fiscal Note Preparation Instructions, Section I I I )

100 = 384.2 Salaries 3.00 

96.0 Benefits 

480.2 To t a l  Personnel Reduction

= .96.2 F o r m s / P o s t a g e  

30.0 M a c h i n e  R e n t a l  

100.0 DP C h a r g e b a c k

5.0 M i s c e l l a n e o u s  C o n t r a c t u a l  

231.2 Total C o n t r a c t u a l  Reduction

IV  D A TE  9 / 2 2 / 8 0    PREPARED  BJS
AGENCY

Original : Legislative Finance PHONE  ----------------465 -23 ,13 .
-cc: Budget and Management

Pr ime Sponsor (First Legislator Named)

33-001 (Rev. 12/79)



THE LEG ISLATURE OF THE STATE O F ALASKA
ELEVENTH LEG ISLATURE

I. REQUEST , t  „Bii l/Resolution No. H o u s e / S e n a t e  B i l l  N o

FISCAL NOTE,

1
Title A n  A c t  s u s p e n d i n g  t h e  A l a s k a  N e t  I n c o m e  T a x  A c t  f o r  i n d i v i d u a l s  a n d .  
Requested bv G o v e r n o r ____________________________________________________ DateV 2 2 / 8 Q  ( n d u c i a :

II. F ISCAL DETA IL  
Agency Affected _ R e v e n u e
Program Category Affected_ F i s c a l  S e r v i c e s
BRU, Program, or Subprogram(s) Affected A u d i t  D i v i s i o n
(Note: I f  more than one budget component is affected, separate line-item amounts and funding fo r  each 

component in the analysis section.)
EXPENDITURES (Thousands o f  Dollars)

FY  80 FY  81 FY  82 FY  83 F Y  84 F Y  85
100 PERSONAL SERVICES - 0 - ( 1 6 2 . 3 )
700  TRAVEL - 0 - - 0 -
300  CONTRACTUAL - 0 - ( . 6 ) *
400  COMMODITIES - 0 - ( 3 . 4 )
500 EQUIPMENT - 0 - -Q~
600 LAND & STRUCTURES - n - - f i -
700  GRANTS. CLAIMS. ETC. - n - - n -

TOTAL - 0 - ( 1 6 6 . 3 )

FUNDING (Thousands o f  Dollars)

GENERAL FUND - 0 -  ' ( 1 6 6 . 3 )
FEDERAL  FUNDS
OTHER (Specify Fund Source)

POSITIONS 

F U L L  TIME - 0 - ( 6 )
PART TIME - 0 - ( 5 )
TEMPORARY

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

S e e  a t t a c h e d  m em o ra ndum  t o  J o s e p h  K .  D o n o h u e  d a t e d  S e p t e m b e r  1 9 ,  1 9 8 0

33-001 (Rev. 12/79)

IV. DATE S e p t e m b e r  2 2 ,  1 9 8 0 pRFPA
AGENCY

Original: Legislative Finance PHONE _
cc: Budget and Management

Prime Sponsor (First Legislator Named)



MEMORANDUM O
State of A laska

TO:

FROM:

d a t e : S e p t e m b e r  19, 1 9 8 0

FILE NO:

TELEPHONE NC:

s u b j e c t: F i s c a l  I m p a c t  of

H o u s e / S e n a t e  8 1 1 1  //I

T h i s  b i l l  w o u l d  r e p e a l  t h e  i n d i v i d u a l  i n c o m e  t a x  r e t r o a c t i v e  

to J a n u a r y  1, 1 9 7 9 .  It is a n t i c i p a t e d  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  w i l l  i s s u e  2 2 5 . 0 0 0  r e f u n d s  to t a x o a y e r s  for 1 9 7 9  
a n d  an a d d i t i o n a l  3 2 5 , 0 0 0  o f  w i t h h o l d i n g  r e f u n d s  f o r  1 9 8 0 .  
A s s u m i n g  t h e  L e g i s l a t u r e  p a s s e s  t h i s  o r  a s i m i l a r  b i l l  

d u r i n g  th e w e e k  o f  S e p t e m b e r  2 2 n d ,  t h e  m a j o r  i m p a c t  of  t h a t  

l e g i s l a t i o n  w i l l  be f e lt  by t h i s  d i v i s i o n  i n  t h e  n e x t  n i n e  

m o n t h s .  T h i s  I m p a c t  w i l l  c o i n c i d e  w i t h  t h e  d e c l i n e  of  
n o r m a l  f u n c t i o n s  w h i c h  v a r i o u s  m e m b e r s  o f  m y  s t a f f  h a v e  
p e r f o r m e d  i n  t h e  p a s t  w h i c h  w e r e  n e c e s s a r y  to t h e  o n g o i n g  
o p e r a t i o n  o f  t h e  i n d i v i d u a l  i n c o m e  t a x  law.

In r e v i e w i n g  t h e  i m p a c t  of  t h i s  l e g i s l a t i o n  on  my d i v i s i o n ,
I h a v e  c o n t i n u e d  to a s s u m e  t h a t  t h e  P e r m a n e n t  F u n d  D i v i d e n d  
p r o g r a m  w i l l  s u r v i v e  t he  c o u r t  t e s t  a n d  t h a t  w e  w i l l  be 

p r o c e s s i n g  c l a i m s  for P e r m a n e n t  F u n d  D i v i d e n d s  y e t  t h i s  y e a r  

a n d  in s u b s e q u e n t  y e a r s .

T h e r e  a r e  t h r e e  u n i t s  in th e  J u n e a u  o f f i c e  w h i c h  w i l l  be 
p r i m a r i l y  i m p a c t e d  by t h e  i n d i v i d u a l  i n c o m e  t a x  r e p e a l .
T h e s e  are:  W i t h h o l d i n g  U n i t ,  I n d i v i d u a l  T a x  E x a m i n a t i o n
U n i t ,  a n d  t h e  T a x p a y e r  A s s i s t a n c e  U n i t .  T h e r e  w i l l  a l s o  be  

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

o f f i c e .  T h e r e  w i l l  be n o  i m p a c t  on  o u r  F a i r b a n k s  a n d  
S e a t t l e  f i e l d  o f f i c e s .

T h e  W i t h h o l d i n g  U n i t  w i l l  s t i l l  be  r e q u i r e d  to p r o c e s s  a l l  
t h i r d  q u a r t e r  w i t h h o l d i n g  r e p o r t s  f r o m  e m p l o y e r s ,  a l i m i t e d  

n u m b e r  of  f o u r t h  q u a r t e r  w i t h h o l d i n g  r e p o r t s ,  a n d  an  a n n u a l  
r e c o n c i l i a t i o n  f r o m  all e m p l o y e r s ,  w h i c h  w i l l  n o t  b e  

r e c e i v e d  u n t i l  tin- m o n t h  o f  F e b r u a r y .  It is i m p e r a t i v e  t h a t  
t h e y  p r o p e r l y  p r o c e s s  a l l  o f  t h e s e  r e p o r t s  to e n s u r e  t h a t  

e m p l o y e r s  h a v e ,  in fact, w i t h h e l d  a n d  p a i d  in to us  the  
a m o u n t  o f A l a s k a  w i t h h o l d i n g  w h i c h  t h e y  s h o w  o n  t h e i r  f i n a l  
A l a s k a  W - 2  fo rm s.  D u e  to t h e  s i g n i f i c a n t  c o n f u s i o n  w h i c h  
a r o s e  w h e n  SB  3 9 4  w a s  e n a c t e d ,  w i t h  m a n y  e m p l o y e e s  b e c o m i n g  

e x e m p t  f r o m  w i t h h o l d i n g  d u r i n g  t h e  m i d d l e  o f  a q u a r t e r ,  a n d  

t h e  a n t i c i p a t e d  s i m i l a r  p r o b l e m s  w i t h  th e  e n a c t m e n t  o f  t h e  

r e p e a l  l a w  w h i c h  w i l l  m a k e  a l l  e m p l o y e e s  e x e m p t  f r o m  A l a s k a  

w i t h h o l d i n g ,  it is e x p e c t e d  t h a t  t h e r e  w i l l  be, a m u c h  h i g h e r  

i n c i d e n c e  o f  r e p o r t i n g  e r r o r  t h a n  we h a v e  e x p e r i e n c e d  in t h e  

p a s t .  T h i s  i n c r e a s e d  i n c i d e n c e  o f  e r r o r  w i l l  r e s u l t  f r o m

J o s e D h  K . D o n o h u e  
D e p u t y  Commiss.: o n e r  
D e p a r t m e n t  o f  R e v e n u e
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S e p t e m b e r  19, 1 9 8 0  

P a g e  2

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

c a s e s  h a v e  n o t  c o r r e c t e d  t h e i r  p a y r o l l  r e c o r d s  to r e f l e c l  

t h o s e  r e f u n d s .  I f  t h e s e  e r r o r s  a r e  n o t  i d e n t i f i e d  a n d  
c o r r e c t e d ,  it w i l l  r e s u l t  in t h e  S t a t e  o f  A l a s k a  i s s u i n g  

r e f u n d s  f o r  1 9 8 0  w i t h h o l d i n g  to e m p l o y e e s  c o n s i d e r a b l y  in  
e x c e s s  o f  t he  a m o u n t  a c t u a l l y  w i t h h e l d  a n d  r e m i t t e d  to t h e  

S t a t e  o f  A l a s k a .  T h e r e  a r e  a p p r o x i m a t e l y  1 3 , 0 0 0  e m p l o y e r s  
in t h e  S t a t e  o f  A l a s k a  w h o s e  a'ccounts w i l l  h a v e  t o  be  

b a l a n c e d  a n d  c l o s e d  o u t  a n d  it is a n t i c i p a t e d  t h a t  t h i s  w i l l  
e a s i l y  t a k e  t h e  s t a f f  u n t i l  J u n e  30, 1 9 8 1  t o  a c c o m p l i s h .

T h e  I n d i v i d u a l  T a x  E x a m i n a t i o n  U n i t  w i l l  b e  i m p a c t e d  

p r i m a r i l y  by t h e  r e f u n d  o f  t h e  1 9 7 9  i n d i v i d u a l  i n c o m e  t a x  
b a s e d  on t h e  r e t u r n s  fi l e d .  B e c a u s e  o f  t h e  d e s i g n  o f  t h e  

d a t a  c a p t u r e  s y s t e m ,  a ll  1 9 7 9  i n d i v i d u a l  t a x  r e t u r n s  w h i c h  
w e r e  a d j u s t e d  w i t h i n  t h e  D e p a r t m e n t  of* R e v e n u e  w i l l  h a v e  to 

h a v e  t h e i r  1 9 7 9  r e f u n d  h a n d - g e n e r a t e d .  T h e  s t a f f  w i l l  b e  

w o r k i n g  f r o m  a c o m p u t e r - g e n e r a t e d  l i s t  o f  r e t u r n s  w h i c h  h a d  

c h a n g e s  m a d e  to t h e m .  F r o m  t h i s  l i s t  t h e y  w i l l  h a v e  to p u l l  

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

to d e t e r m i n e  w h a t  t h e  a c t u a l  c o r r e c t  a m o u n t  o f t a x  p a i d  was. 

a n d  h a n d - g e n e r a t e  a r e f u n d  d o c u m e n t .  T h i s  w i l l  b e  a v e r y  
t i m e - c o n s u m i n g  p r o c e s s  b e c a u s e  i t  w i l l  a l l  h a v e  t o  be d o n e  

by h a n d .  It is a n t i c i p a t e d  t h a t  t h e r e  w i l l  be  2 5 , 0 0 0  s u c h  
r e f u n d s  w h i c h  w i l l  h a v e  to be d e t e r m i n e d  b y  t h e  s t a f f  o f  
t h i s  u n i t .  T h e y  w i l l  a l s o  be r e q u i r e d  t o  d e a l  w i t h  t h o s e  

p r o b l e m  r e t u r n s  w h e r e  th e  t a x p a y e r s  h a v e  s e p a r a t e d  or 
d i v o r c e d  s i n c e  t h e i r  1 9 7 9  r e t u r n  w a s  f i l e d  a n d  w a n t  s e p a r a t e  
c h e c k s  i s s u e d  r a t h e r  t h a n  a s i n g l e  c h e c k  t o  t h e  j o i n t  

n a m e s .  T h i s  u n i t  w i l l  f u r t h e r  b e  r e q u i r e d  to h a n d l e  t h e  
I JO c l a i m s  w h i c h  w i l l  be f i l e d  in 1 9 8 1  f o r  r e f u n d  o f  t h e i r  
w i t h h o l d i n g  a n d / o r  e s t i m a t e d  t a x  p a y m e n t s ,  p o l i t i c a l  

c o m p a i g n  c o n t r i b u t i o n s ,  a n d  c h i l d . c a r e  e x p e n s e s  o n  w h i c h  the 

c o m p u t a t i o n s  a r e  in e r r o r .  B a s e d  on p r e v i o u s  f i l i n g  e x p e d i ­
en c e ,  it is  a n t i c i p a t e d  t h a t  t h e r e  w i l l  b e  at l e a s t  1 0 , r 0 
r e t u r n s  in t h i s  c a t e g o r y .  S i n c e  p r o c e s s i n g  o f  t h e  prr i e m  
1 9 7 9  r e t u r n s  w i l l  b e g i n  in e a r l y  O c t o b e r ,  1 9 8 0  a n d  w .1 
c a r r y  i n t o  at l e a s t  M a r c h  o f  1 9 8 1 ,  it is i m p e r a t i v e  c h a t  t he  

f u n d s  w h i c h  w i l l  r e m a i n  f r o m  S B  3 9 4  a p p r o p r i a t i o n s  be  m a d e  
a v a i l a b l e  f o r  the p r o c e s s i n g  o f  t h e  r e f u n d s  u n d e r  t h i s  

b i l l .  D u r i n g  t h e  p e r i o d  o f  F e b r u a r y ,  1 9 8 1  t h r o u g h  J u n e ,
1 9 8 1  w e  w i l l  h a v e  o u r  r e g u l a r l y  a u t h o r i z e d  s e a s o n a l  s t a f f  to 

h a n d l e  t h e  r e m a i n i n g  1 9 7 9  r e t u r n s  as w e l l  a s  a l l  t h e  p r o b l e m  

c l a i m s  for 19 80 . It is a n t i c i p a t e d  t h a t  w e  w i l l  b e  a b l e  to 

f i n i s h  p r o c e s s i n g  a l l  o f  t h e s e  r e t u r n s  by  J u n e  30, 1 9 8 1 .

T h e  J u n e a u  T a x p a y e r  A s s i s t a n c e  U n i t  w i l l  e v e n t u a l l y  be 

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

it is e x p e c t e d  t h a t  t h e y  w i l l  c o n t i n u e  to h a v e  a v e r y  h i g h



J o s e p h  K. D o n o h u e  

S e p t e m b e r  19, 1 9 8 0  

P a g e  3

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

q u e s t i o n s  w h i c h  c l e a r l y  w i l l  be r a i s e d  b y  t a x p a y e r s  r e g a r d ­

in g  e i t h e r  h o w  t h e i r  1 9 7 9  r e f u n d  w i l l  be p r o c e s s e d ,  or t h e i r  
1 9 8 0  w i t h h o l d i n g / p o l i t i c a l  c a m p a i g n  c o n t r i b u t i o n / c h i l d  c a r e  
e x p e n s e  c l a i m  is to be p r e p a r e d  a n d  s u b m i t t e d .  T h e r e  w i l l  

a l s o  b e an a p p r o x i m a t e  d o u b l i n g  of  o u r  w o r k l o a d  r e g a r d i n g  

r e t u r n e d  c h e c k s  w h i c h  h a v e  i n c o r r e c t  a d d r e s s e s  b e c a u s e  o f  

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

1 9 7 9  r e t u r n  w a s  fi l e d ,  or t h e i r  .1980 c l a i m  w a s  f i l e d .  It 
w i l l  r e q u i r e  al l  th e  c u r r e n t l y  a u t h o r i z e d  s t a f f  to p r o p e r l y  
a c c o u n t  f o r  a n d  r e i s s u e  t h e  a n t i c i p a t e d  1 0 , 0 0 0  r e t u r n e d  
w a r r a n t s  w h i c h  w i l l  be u n d e l i v e r a b l e .  .

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

a n c e  s e r v i c e s  w i l l  r e m a i n  h : g h  in t h e  A n c h o r a g e  a r e a  t h r o u g h  
th e  r e m a i n d e r  o f  t h i s  f i s c a l  y e a r  in p r o v i d i n g  a s s i s t a n c e  to 
i n d i v i d u a l s  in r e g a r d  to t h e i r  1 9 7 9  r e f u n d s  o r  t h e i r  1 9 8 0  

c l a i m s .  A g a i n ,  b e c a u s e  t h e  i m p a c t  o f  t h e  1 9 7 9  r e f u n d s  w i l l  
b e g i n  in e a r l y  O c t o b e r  a n d  1 9 8 0  c l a i m s  w i l l  b e g i n  in  m i d  t o  
l a t e  J a n u a r y ,  it is a n t i c i D a t e d  t h a t  t h i s  h i g h  d e m a n d  f or  

t a x p a y e r  s e r v i c e s  w i l l  c o n t i n u e  t h r o u g h  J u n e  o f  1 9 81 .

It is a n t i c i p a t e d  t h a t  t h i s  r e p e a l  w i l l  r e s u l t  in a 
r e d u c t i o n  i n  s t a f f  in the  A u d i t  D i v i s i o n  o f  e l e v e n  p o s i t i o n s  

f o r  F Y  82. T h i s  is c o m p r i s e d  o f  s i x  p e r m a n e n t  f u l l  t i m e  a n d  
f i v e  s e a s o n a l  p o s i t i o n s .  T h e s e  r e d u c t i o n s  w i l l  b e  in t h e  
v a r i o u s  u n i t s  d i s c u s s e d  a b o v e .  T h e  t o t a l  p o s i t i o n  c o s t  f o r  
t h e s e  p o s i t i o n s  is $ 1 6 6 , 3 0 0 .  As I m e n t i o n e d  p r e v i o u s l y ,  w e  
a r e  c o n t i n u i n g  to a n t i c i p a t e  t h a t  t h e  P e r m a n e n t  F u n d  

D i v i d e n d  p r o g r a m  w i l l  r e m a i n  in e f f e c t  a n d  t h a t  t h e  c o u r t  
d e c i s i o n  u p h o l d i n g  it w i l l  be r e l e a s e d  w i t h i n  t h e  n e x t  f e w  
m o n t h s .  It s h o u l d  be n o t e d  t h a t  t h e  p o s i t i o n  r e d u c t i o n s  d o  
n o t  i n c l u d e  a n y  p o s i t i o n s  w h i c h  w e r e  a u t h o r i z e d  u n d e r  t h e  

t a x  r e l i e f  l e g i s l a t i o n .  It is a s s u m e d  t h a t  t h o s e  p o s i t i o n s  
w o u l d  be t e r m i n a t e d  at t h e  e n d  o f ’ t h i s  f i s c a l  y e a r .



I.

THE LEG ISLATURE  OF THE STATE OF ALASKA
ELEVENTH LEG ISLATURE

F A CIAL NOTE

REQUEST
Bil l /Resolut ion No.   ____________________________________________________________________
Title An act suspending che Alaska Net Income Tax for indivi d u a l s  and f i d u c i a r i e s _____

Requested b v Governor_____________________________________________________ Date September 22, 1980

HB/SB1

II. F ISCAL D ETA IL  
Agency Affected _ Revenue

Program Category Affccted_
BRU ,  Program, or Subprogram(s) Affected,

Revenue Collection & Management

Enforcement

(Note: I f  more than one budget component is affected, separate line-item amounts and funding fo r  each 
component in the analysis section.)

EXPEND ITURES  (Thousands o f  Dol lars )

F Y  80 . F Y  81 F Y  82 F Y  83 F Y  84 F Y 8 5
100 PERSONAL  SERV ICES - 0 - f 1 9 1 . 3 )
7 0 0  T R A V E L - 0 - (  7 . 8 )
3 0 0  CONTRACTUAL - 0 - ( 1 8 . 8 )
4 0 0  COMMODITIES - 0 - ( 1 . 9 ) *
500  EOUIPMENT - 0 -
600  LAND & STRUCTURES ( 2 . 3 )
7 00  GRANTS .  CLAIMS. ETC.

• T O TA L  ~°~ ( 2 2 2 . 1 )  |

FUND ING  (Thousands o f  Do! 

G EN ERA L  FU N D

lars)
- 0 - ( 2 2 2 . 1 )

F E D E R A L  FUNDS
OTHER (Speci fy Fund Source)

POSIT IONS 

F U L L  T IME - 0 - ( 16 )
PART  T IME - 0 -
TE M PO RA RY • - 0 -

I I I .  ANALYS IS  (See Fiscal Note Preparation Instructions, Section I I I )

See attached m e m o randum from Fred Boetsch, Director of E n f o r cement Division to 

Joe Donohue, Deputy Commissioner, Taxation, dated A u g u s t  29, 1980.

IV. DATE 09/19/80

Original: Legislative Finance
cc: Budget and Management

Prime Sponsor (First Legislator Named)

33-001 (Rev. 12/79)

PREPARED  B r  rec  ̂ B o e t s c h > D i r e c t o r  of Enforc e m e n t  Divis

"A G E N C Y  ■ ■■ ------PHONE ( 9 0 7 )  4 6 5 - 2 3 6 6



'MEMORANDUM State of Alaska
t o : Joe Donohue

Deputy Cormrissioner 
Department of Revenue FILE NO:

d a t e : August 29, 1980

TELEPHONE NO: 465-2366

f r o m : Fred Boetsch, Director

Enforcement Division

s u b j e c t: Contingency Plan for 

Income Tax Repeal

The effects of a total repeal of the Alaska income tax in this organization 

would depend on many variables besides the mere repeal of the tax. The 

first item, of course, would be the effective date of any repeal. The 
earlier the effective date, the sooner we would expect our individual 
tax workload to decline. Another variable v/ould be the Permanent Fund 
Dividend Program. If this program goes into effect, we will exercise 
our right of offset to satisfy many old warrants and thereby reduce the 

inventory more rapidly. The third factor would be the extent to which 
old revenue agent reports from the IRS are worked in the future and the 
warrant load v/hich might be generated from that source.’

For purposes of this analysis therefore, I have assumed that the Permanent 
Fund Dividend Program would remain intact and that the people assigned 

to the compliance unit would work on permanent fund dividend eligibility 

and tax compliance investigations. I have also assumed that the repeal 

would be effective January 1, 1979, and that Audit would continue to 

work Internal Revenue Service revenue agent reports through 1973. Under 

those conditions the changes indicated on the attached organization 

chart would be fully implemented by the end of calendar year 1981 

(approximately halfway through fiscal year 1982). For the most part 

changes v/ould be made through attrition during the course of the next 16 

months. It is my hope that layoffs would not be necessary.

The attached chart indicates the present organization of the collection 
function within the Enforcement Division, including management. It does 
not include the permament fund dividend and other taxes compliance unit. 
Those positions indicated in blue would remain after the implementation 

of this phase-out v/hereas those positions indicated in red would be 
deleted. Approximately 16 positions v/ould ultimately be deleted from 

the collection sta.f and 13 positions would remain.

FB/vcy

Attachment

cc: Mari 11a Gemmer, Chief 
Enforcement Operations

02*00JA(Pev.l0//9)
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V  . '

I F  M
THE LEGISLATURE

BUDCH AND AUDIT COMMITJH
M E M O R A N D U M

D A T E : S e p t e m b e r  1 8 ,  1 9 8 0

T O : H o n o r a b l e  R u s s  M e e k in s
C h a i r m a n
H o u s e  F i n a n c e  C o m m it t e e

FR O M : M i l t  B a r k e r ,  F i s c a l  A n a l y s t
L e g i 5  L a t i v e  F i n a n c e  D i v i s i o n

F IN A N C E D IV IS IO N  
PO UCH W F -S T A T E  C A PITO L 
JU N EA U , A LA S K A  99811 
PH O N E: (9071 469-3795

S U B J : G e n e r a l  F u n d  B a l a n c e s

T a b l e  1  ( a t t a c h e d )  p r o j e c t s  a  g e n e r a l  f u n d  c a s h  b a l a n c e  
o f  $ 9 2 3  m i l l i o n  a t  t h e  e n d  o f  t h i s  f i s c a l  y e a r  a n d  
$ 5 , 5 9 2  m i l l i o n  i n  c a s h  a v a i l a b l e  f o r  a p p r o p r i a t i o n  f o r  
F Y  8 2  i f  t h e r e  i s  n o  l e g i s l a t i o n  r e p e a l i n g  i n d i v i d u a l  
in c o m e  t a x e s  a n d  r e f u n d i n g  c a l e n d a r  1 9 7 9  t a x  p a y m e n t s  
a n d  c a l e n d a r  1 9 8 0  w i t h h o l d i n g  f o r  i n d i v i d u a l s .

A s s u m in g  s u c h  l e g i s l a t i o n  i j s  e n a c t e d ,  t h e  f i g u r e s  w o u l d  
b e  $ 5 9 0  m i l l i o n  a t  t h e  e n d  o f  F Y  8 1  a n d  $ 5 , 0 5 1  m i l l i o n  
i n  c a s h  a v a i l a b l e  f o r  a p p r o p r i a t i o n  f o r  F Y  82 b a s e d  o n  
t h e  c o s t  o f  s u c h  l e g i s l a t i o n  a s  d e t a i l e d  i n  t h e  a t t a c h e d  
f i s c a l  n o t e ,  n a m e ly

F Y  8 1
A p p r o p r i a t i o n  o f  1 9 7 9  t a x  r e f u n d  $ 1 1 1 . 8  m i l l i o n
A p p r o p r i a t i o n  o f  1 9 8 0  w i t h h o l d i n g  7 3 . 5  m i l l i o n
R e v e n u e  f o r e g o n e  F Y  8 1  1 4 7 . 5  m i l l i o n

$ 3 3 2 . 8  m i l l i o n

F Y  3 2
R e v e n u e  f o r e g o n e  $ 2 0 6 . 0  m i l l i o n

T o t a l  c o s t  t h r o u g h  F Y  82 $ 5 3 8 . 8  m i l l i o n

T h e  e s t i m a t e s  o f  p e t r o l e u m  r e v e n u e s  i n  t h i s  Memo a r e  
s i g n i f i c a n t l y  l e s s  t h a n  t h o s e  c o n t a i n e d  i n  t h e  J u n e  1 9 8 0  
" R e v e n u e  S o u r c e s "  p u b l i s h e d  b y  t h e  D e p a r t m e n t  o f  R e v e n u e .  
T h e  r e s p e c t i v e  e s t i m a t e s  o f  N o r t h  S l o p e  w e l l h e a d  v a l u e s  
a r e

J u n e  1 9 8 0  " R e v e n u e  S o u r c e s "  T h i s  Memo
F Y  8 1  $ 2 2 . 5 5  $ 1 9 . 8 7
F Y  8 2  $ 3 3 . 6 9  $ 2 6 . 9 2 -

31-Q1UH



H o n o r a b l e  R u s s  M e e k i n s -2- S e p t e m b e r  18, 1 9 8 0

T h e  d i f f e r e n c e s  i n  w e l l h e a d  v a l u e s  r e f l e c t  t h e  f o l l o w i n g
e v e n t s  o r  d i f f e r i n g  a s s u m p t i o n s :

1 .  " R e v e n u e  S o u r c e s "  a s s u m e d ,  b a s e d  o n  a  F E R C  a d m i n i s ­
t r a t i v e  l a w  j u d g e ' s  r u l i n g  o n  F e b r u a r y  1 ,  1 9 8 0 ,  t h a t  
F E R C  m a y  u l t i m a t e l y  a d j u s t  T A P S t a r i f f s  d o w n w a r d  f r o m  
t h o s e  f i l e d  b y  t h e  o i l  c o m p a n i e s .  T h i s  M e m o 's  e s t i m a t e s  
d o  n o t  t a k e  t h a t  p o s s i b i l i t y  i n t o  a c c o u n t .

2 .  T h e  r e c e n t  s p 4 - ' ‘  m e n t  o f  t h e  f i e l d  c o s t s  i s s u e s  i n
t h e  A m e r a d a  l a w  s u i t  w a s  i n c o r p o r a t e d  i n  t h e
e ^ i m a t e s  h e r e i n .  $4 0 m i l l i o n  i n  r e f u n d s  o f  e x c e s s i v e  
f  r i d  c o s t  d e d u c t i o n s  f r o m  r o y a l t i e s  t a k e n  b y  t h e
o . . c o m p a n i e s  p r i o r  t o  t h e  s e t t l e m e n t  a r e  a s s u m e d  
t o  b e  r e c e i v e d  b y  t h e  S t a t e  i n  F Y  8 1 .  B a s e d  o n  s e t t l e d  
c o s t s  o f  4 2 £  p e r  b a r r e l  e s c a l a t e d  b y  t h e  p r o d u c e r  
p r i c e  i n d e x  f o r  i n d u s t r i a l  c o m m o d i t i e s ,  t h e  a l l o w a b l e  
d e d u c t i o n  f o r  c a l e n d a r  1 9 8 0  w o u ld  b e  5 4 C  v s .  t h e  a v e r a g e  
o f  6 4 C  t h a t  w a s  b e i n g  t a k e n  a n d  w h i c h  w a s  u s e d  i n  t h e  . 
" R e v e n u e  S o u r c e s "  e s t i m a t e s .

3 .  T h e  r e q u i r e m e n t  b y  DOE o f  e n t i t l e m e n t s  f o r  N o r t h  S l o p e
o i l  r e s u l t e d  i n  a p p r o x i m a t e l y  a  $4 p e r  b a r r e l  r e d u c t i o n
i n  w e l l h e a d  p r i c e  b y  S o h i o  a n d  E x x o n  i n  J u l y  ] 9 8 0 .  T h i s  
d i s c o u n t  s h o u l d  d e c r e a s e  t o  l e s s  t h a n  $ 1  b y  J u n e  1 9 8 1
a s  t h e  c o n t r o l l e d  p o r t i o n  o f  N o r t h  S l o p e  o i l  o n  w h i c h  
e n t i t l e m e n t s  a r e  r e q u i r e d  d e c l i n e s .  T h e  e l i m i n a t i o n  
o f  t h i s  d i s c o u n t  i s  a s s u m e d  i n  t h i s  Memo t o  b e  a c c e l e r a t e d  
b y  a d o p t i o n  o f  n e w  DOE r e g u l a t i o n s  w h i c h  p r o p o s e  t o  
r e d u c e  t h e  e n t i t l e m e n t  r e q u i r e m e n t s  o n  N o r t h  S l o p e  b y  
$2 b e c a u s e  o f  i t s  l e s s e r  q u a l i t y .  S e e  a t t a c h e d  F a i r b a n k s  
N e w s - M i n e r  a r t i c l e .

4 .  M o r e  c o n s e r v a t i v e  e s t i m a t e s  o f  w o r l d  o i l  p r i c e  i n c r e a s e s  
a r e  p r o j e c t e d  h e r e  t h a n  i n  t h e  e a r l i e r  J u n e  " R e v e n u e  
S o u r c e s "  d u e  t o  t h e  g r o w i n g  g l u t  o f  o i l  a n d  t h e  f a i l u r e  
o f ’ t h i s  w e e k ' s  OPEC c o n f e r e n c e  t o  r e a c h  a g r e e m e n t  o n  
p r i c e s  a n d  p r o d u c t i o n .  H o w e v e r ,  t h e  u n d e r l y i n g  a s s u m p t i o n  
i s  t h a t  a g r e e m e n t  w i l l  b e  r e a c h e d  a n d  p r o d u c t i o n  r e d u c e d  
s o  t h a t  c o n t i n u e d  p r i c e  i n c r e a s e s  c a n  b e  r e a l i z e d  
b e g i n n i n g  i n  1 9 8 1 .

e n c l o s u r e s

MB : b f



TABLE I 
GENERAL FUND BALANCES 

($ Millions)

Available for 
Appropriation Cash

General Fund Balance 6/30/79.

FY 80

Unrestricted Revenue
(Net of Permanent, Renewable 
Resources, and Native Claims 
Funds)

Appropriations
(Including Supplanentals)

Illiquid Investments 

General Fund Balance 6/30/80

684.3

2539.5 2539.5

(1651.2) (1651.2)

  (389.0)

Source

199.0 "Executive Budget FY 81"

"Revenue Sources" June 1980

"Free Conference Committee Re­
port - Capitol Budget and Sum­
maries" FY 80 & FY 81 
See Table 2

1572.6 698.3

FY 81

Unrestricted Revenue 3564.1
(Net of Permanent 6c Renewable 
Resource Funds; inclusive of 
individual income tax liabil­
ities)

Appropriations _ _ (3851.1)
(Net of appropriation of $88.9 
for calendar 79 tax refunds 
in fiscal note for SB 394)

3564.1 Legislative Finance estimate

(3339.1)^ "Free Conference Cccrmittee Re- 
port - Capitol Budget and Sum­
maries FY 81"

General Fund Balance 6/30/81 1285.6 923.3

FY 82

Unrestricted Revenue 4669.0 4669.0 Legislative Finance estimate
(Net of Permanent 6c Renewable 
Resource Funds; Inclusive of 
individual income tax liabil- 
ties)

General Fund Balance 6/30/82 5954.6 5592.3
(Before 1981 session 
appropriations)

Footnote 1. Certain appropriations to AHFC, AIDA, and for fish processing loan 
guarantees were made from illiquid assets.

PREPARED BY:

Legislative Finance Division 
September 17, 1980



T A B L E  2

F Y  8 0  I l l i q u i d  I n v e s t m e n t s  
($  m i l l i o n s )

B u s i n e s s  L o a n s $ 1 7 1 . 0
C o m m e r c i a l  F i s h  & A g r i c u l t u r e  B a n k 3 0 . 0
S e c u r i t y  N a t i o n a l  B a n k 4 . 5
M o b i l e  Hom e L o a n s 2 0 . 0
D e f e r r e d  C o m p e n s a t i o n  L o a n 3 . 5
H o u s i n g  l o a n s  p u r c h a s e d  f r o m  b a n k s 1 5 5 . 0
C r e d i t  U n i o n s 4 5 . 0
P r i n c i p a l  R e p a y m e n t ( 4 0 . 0 )

$ 3 8 9 . 0

P R E P A R E D  B Y :
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  
S e p t e m b e r  1 7 ,  1 9 8 0



FISCAL NOTE

I. REQUEST
Bill/Resolution No.___________________________________________________________ __________ _
Title An A c t  R e l a t i n g  to  Income Tax R e p e a l  and R e f u n d a b l e  C r e d i t s .  
Requested by.   [Date._____________

• .'is ■
THE LEG ISLATURE OF THE STATE OF ALASKA

ELEVENTH LEG ISLATURE

II. FISCAL DETAIL 
Agency Affected _

BRU. Program, or'Subprogram(s) Affected
(Note: If more than one budget component is affected, separate line-item amounts and funding for each 

component in the analysis section.)
EXPENDITURES (Thousands of Dollars) - r.

FY 80 FY 81 FY 82 FY 83 FY 84 FY 85
| 00 PERSONAL SERVICES
900 T R A V E L
300 C O N T R A C T U A L

•
.

400 COMMODITIES
300 EOl I1PMENT
600 LAND & STRUCTURES
700 GRANTS. CLAIMS. ETC.

!
T O T  A L

HINDI N'0
Millions 
CHXKiXftMXof Dollars)

GENE R A  1 F U N D 1 1 1 . 8 1.7 1 . 6 2 . 8 2 . 8
FEDERAL FUNDS
OT H E R  (Snecifv Fund Source)
Withholding in Trust - 12^ 3

J
f.V / (147.5) (206)

0  r-c rS-.j ;V

(266) (338) (427)1

FULL TIME

* ?y$c
1 1

PART TlMI- 1 i
T E M P O R A R Y 1

111. ANALYSIS (See Fiscal Note Preparation Instructions, Section IIIj

The aforementioned numbers are broken down in the following manner. 
(1) This fiscal year 1981 figure of $111.8 m i l l i o n  consists of 
$111 million in 1979 tax year refunds plus . 8  m i l l i o n  for r e f u n d­
able credits in the form of political contributions and child 
care. (2) The $73.5 million figure to be p a i d  in FY 81 consists 
of withholding held in trust for the first three quarters of tax 
year 1980. (3) The figure of $147 million r e p resents the remainde
of foregone income for fiscal year 1981. The sum total figure of 
$185.3 million constituting items (1) and (2) m u s t  be appropriated 
where as the $147.7 million foregone income-doe's not require 
appropriation on the part of the Legislature. (4) The figures 
for FY 82 through FY 85 encompass first the ref u n d a b l e  political 
contribution and child care credits and second the f o r e g o n e i n c o m e  
assuming total repeal.of the individual

:

IV. D ATI-

Original: 
cc:

Legislative Finance
Budget and Management
Prime Sponsor (First Legislator Named)

PREPARED BY
A G E N C Y  __   7
PHONE .r-^g.3 7 /

33-001 (Rev. 12/79)



FISCAL NOTE

I. REQUEST
Bil l/Resolution N o . _________________________________________________________________
Title An Act- R p l a f i n g  m  Tn rnm p  T a x  R e p e a l  a n d  R e f u n d a b l e  C r e d i t s .  
Requested by   Date_______________

•'** THE LEG ISLATURE OF THE STATE OF ALASKA
ELEVENTH LEG ISLATURE

II. F ISCAL DETA IL
Agency Affected   •_______________________________________________
Program Category Affected_________________________________________________________________________ ___
BRU, Program, or Subprogram(s) Affected .________‘_______________
(Note: I f  more than one budget component is affected, separate line-item amounts and funding for cac.

component in the analysis section.)
EXPENDITURES (Thousands o f  Dollars)

FY 80 FY  81 FY  82 FY  83 ' - FY  84 FY  85
100 PERSONA 1 .SERVICES
900  TRAVEL
300 CONTRACTUAL • •
400  COMMODITIES
S00 EQUIPMENT
600 LAND &. STRUCTURES
700 GRANTS. CLAIMS. ETC.

TOTAL

FUNDING ( i r a « o f  Dollars) 
M i l l i o n s

GENERAL FUND 3 0 .  5 1 . 7 1 . 6  1 2 . 8 2 . B
FEDERAL FUNDS
OTHER (Snecifv Fund Source)
G e n e r a l  F u n d  U n c o l l e c t e d

T a x ( 2 6 . - 2 . ) . ( 3 0 ) ( 4 1 ) ( 5 4 )  , ( 7 0 )

POSITIONS

F U L L T IM E
PART TIME
TEMPORARY

111. ANALYSIS  (See Fiscal Note Preparation Instructions, Section I I I )
T h e  a p p r o a c h  o u t l i n e d  o n  t h e  f i r s t  p a g e  r e p r e s e n t s  t h e  i m p a c t  
o f  c o m p l e t e  s u s p e n s i o n  o f  t h e  i n d i v i d u a l  i n c o m e  t a x .  T h e  e f f e c t  
o f  t h e  i n c r e m e n t a l  a p p r o a c h , - w h i c h  i s  s i m p l y  a n o t h e r  w a y  o f  
l o o k i n g  a t  t h e  i m p a c t ,  r e v e a l s  t h e  n u m b e r s  i n d i c a t e d  a b o v e .
T h e s e  n u m b e r s  m u s t  b e  r e a d  i n  c o n j u n c t i o n  w i t h  t h o s e  i n  F i s c a l  
N o t e  FCCS f o r  SB 3 9 4  d a t e d  4 - 1 4 - 8 0  i n  o r d e r  t o  a s c e r t a i n  t h e  
f u l l  i m p a c t .

IV. DATE _
Original: Legislative Finance
cc: Budget and Management

Prime Sponsor (First Legislator Named)

PREPARED BY
AGENCY _____
PHONE -3 3̂  /

33-001 (Rev. 12/79)
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WASHINGTON— The seesa'wirig’ifytitlem'ents subsidy that Standard Gil of;v 

.-gasoline A prices'̂  of- major;’ Alaskan'-'̂  Ohio; Atlantic Richfield and Exxon now.v 
L'producers could swing down a bit as the'gv pay,other refineni by about 52 a barrel •■-. 
.'result bf'a-change in rules on North s.-',10 compensate for. the poor quality- of.T

V  -  V  M ' .  ' •  t  *■' •  • l - i  - • * » -  I

j  is still studying whether the- complex!

f t c r r U  S/bpe^ 

i i V > -

. "f I'/ * / 0 , 5 5 - A * m '
7

u / s r

- spokesman said. But he predicted there yJ 
r. could be a price'cut of about 3 cents a,./.
* gallon after January -if -market' com.- 
" ditions allow'Sohio to pass the savings’"-:
.1 on to customers. ̂; ' ' ••'•%*>. •. • V.;
-.The department’s entitlements 
program is designed to equalize the -? 
>-costs of various types of imported and !'! 
-.domestic oil, but changing world prices M 
••'and supplies have.forced a continual: * 
•reshuffling.’T ‘ ■ . -•:••- ; j
:[ This latest proposal comes on top of a 
.’more sweeping change in the program! 
last July that eliminated .the en­
titlements benefits which kept, the : 
producers’ prices low anti forced them 

..to pay into a fund for other-refiners 
instead.... . .; • • V * <
Anticipating that:.change,5 Sohio’ oU;T

- ficials raised their prices 11 cents a'̂  
"gallon in June. But.they also: argued !
that the less valuable products'refined̂ , 
from their heavy, high sulfur. Alaskan?:
oil., made it. unfair-;to,.wipe out.-the! 
benefits completely.': ./.'•>•- -!•
•; Department spokesman . Jack -Van-.
,. denburg said complaints from Sohio '• vl 
and other Alaskan oil producers were 1
• Responsible for the new proposal; He 
•said the S2 a barrel cut is designed.to•;]'
make Alaskan oil competitive in price!; 

..'with higher quality imported oil.. ; ;,• *.
•'• The department is also considering a 
measure that would grant relief for 
.Ala..<an producers who must pay high 
transportation costs - to move North 
Slope oil to the Lower -18.. V  • -•.-’• 
Hearings'. on DOE’s proposal-'are 

. scheduled for Oct. 9, with final action 
due after Nov. 12..'-.; ' . I . . . •.



THE LEGISLATURE

b u d g e t  a h d  a u d it  c o m m it t e e

M E M O R A N D U M

D A T E : S e p t e m b e r  1 8 ,  1 9 8 0

T O : H o n o r a b l e  R u s s  M e e k in s
C h a i r m a n
H o u s e  F i n a n c e  C o m m it t e e

FR O M : M i l t  B a r k e r ,  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 o c e  D i v i s i o n

F IN A N C E D IV IS IO N  
PO UCH W F -S T A T E  C A PITO L 
JU N EA U . A LA S K A  99811 
PH O N E: (907) 465-3795

S U B J : G e n e r a l  F u n d  B a l a n c e s

T a b l e  1  ( a t t a c h e d )  p r o j e c t s  a  g e n e r a l  f u n d  c a s h  b a l a n c e  
o f  $ 9 2 3  m i l l i o n  a t  t h e  e n d  o f  t h i s  f i s c a l  y e a r  a n d  
$ 5 , 5 9 2  m i l l i o n  i n  c a s h  a v a i l a b l e  f o r  a p p r o p r i a t i o n  f o r  
F Y  8 2  i f  t h e r e  i s  n o  l e g i s l a t i o n  r e p e a l i n g  i n d i v i d u a l  
in c o m e  t a x e s  a n d  r e f u n d i n g  c a l e n d a r  1 9 7 9  t a x  p a y m e n t s  
a n d  c a l e n d a r  1 9 8 0  w i t h h o l d i n g  f o r  i n d i v i d u a l s .

A s s u m in g  s u c h  l e g i s l a t i o n  i s  e n a c t e d ,  t h e  f i g u r e s  w o u l d  
b e  $ 5 9 0  m i l l i o n  a t  t h e  e n d  o f  F Y  8 1  a n d  $ 5 , 0 5 1  m i l l i o n  
i n  c a s h  a v a i l a b l e  f o r  a p p r o p r i a t i o n  f o r  F Y  82 b a s e d  o n  
t h e  c o s t  o f  s u c h  l e g i s l a t i o n  a s  d e t a i l e d  i n  t h e  a t t a c h e d  
f i s c a l  n o t e ,  n a m e ly

F Y  8 1
A p p r o p r i a t i o n  o f  1 9 7 9  t a x  r e f u n d $ 1 1 1 . 8 m i l x i o n
A p p r o p r i a t i o n  o f  1 9 8 0  w i t h h o l d i n g 7 3 . 5 m i l l i o n
R e v e n u e  f o r e g o n e  F Y  8 1 1 4 7 . 5 m i l l i o n

- $ 3 3 2 . 8 m i l l i o n

F Y  82
R e v e n u e  f o r e g o n e $ 2 0 6 . 0 m i l l i o n

T o t a l  c o s t  t h r o u g h  F Y  82 $ 5 3 8 . 8 m i l l i o n

T h e  e s t i m a t e s  o f  p e t r o l e u m  r e v e n u e s  i n  t h i s  Memo a r e  
s i g n i f i c a n t l y  l e s s  t h a n  t h o s e  c o n t a i n e d  i n  t h e  J u n e  1 9 8 0  
" R e v e n u e  S o u r c e s "  p u b l i s h e d  b y  t h e  D e p a r t m e n t  o f  R e v e n u e .  
T h e  r e s p e c t i v e  e s t i m a t e s  o f  N o r t h  S l o p e  w e l l h e a d  v a l u e s  
a r e

J u n e  1 9 8 0  " R e v e n u e  S o u r c e s "  T h i s  Memo 
F Y  8 1  $ 2 2 . 5 5  $ 1 9 . 8 7



H o n o r a b l e  R u s s  M e e k i n s  - 2 -  S e p t e m b e r  18, 1 9 8 0

T h e  d i f f e r e n c e s  i n  w e l l h e a d  v a l u e s  r e f l e c t  t h e  f o l l o w i n g
e v e n t s  o r  d i f f e r i n g  a s s u m p t i o n s : .

1 .  " R e v e n u e  S o u r c e s "  a s s u m e d ,  b a s e d  o n  a  F E R C  a d m i n i s ­
t r a t i v e  l a w  j u d g e ' s  r u l i n g  o n  F e b r u a r y  1 ,  1 9 8 0 ,  t h a t  
F E R C  m ay u l t i m a t e l y  a d j u s t  T A P S  t a r i f f s  d o w n w a r d  f r o m  
t h o s e  f i l e d  b y  t h e  o i l  c o m p a n i e s .  T h i s  M e m o 's  e s t i m a t e s  
d o  n o t  t a k e  t h a t  p o s s i b i l i t y  i n t o  a c c o u n t .

2 .  T h e  r e c e n t  s e t t l e m e n t  o f  t h e  f i e l d  c o s t s  i s s u e s  i n  
t h e  A m e r a d a  H e s s  l a w  s u i t  w a s  i n c o r p o r a t e d  i n  t h e  
e s t i m a t e s  h e r e i n .  $ 4 0  m i l l i o n  i n  r e f u n d s  o r  e x c e s s i v e  
f i e l d  c o s t  d e d u c t i o n s  f r o m  r o y a l t i e s  t a k e n  b y  t h e
o i l  c o m p a n i e s  p r i o r  t o  t h e  s e t t l e m e n t  a r e  a s s u m e d  
t o  b e  r e c e i v e d  b y  t h e  S t a t e  i n  F Y  8 1 .  B a s e d  o n  s e t t l e d  
c o s t s  o f  4 2 C  p e r  b a r r e l  e s c a l a t e d  b y  t h e  p r o d u c e r  
p r i c e  i n d e x  f o r  i n d u s t r i a l  c o m m o d i t i e s ,  t h e  a l l o w a b l e  
d e d u c t i o n  f o r  c a l e n d a r  1 9 8 0  w o u l d  b e  5 4 C  v s .  t h e  a v e r a g e  
o f  6 4 £  t h a t  w a s  b e i n g  t a k e n  a n d  w h i c h  w a s  u s e d  i n  t h e  . 
" R e v e n u e  S o u r c e s "  e s t i m a t e s .

3 .  T h e  r e q u i r e m e n t  b y  DOE o f  e n t i t l e m e n t s  f o r  N o r t h  S l o p e  
o i l  r e s u l t e d  i n  a p p r o x i m a t e l y  a  $4 p e r  b a r r e l  r e d u c t i o n  
i n  w e l l h e a d  p r i c e  b y  S o h i o  a n d  E x x o n  i n  J u l y  1 9 8 0 .  T h i s  
d i s c o u n t  s h o u l d  d e c r e a s e  t o  l e s s  t h a n  $ 1  b y  J u n e  1 9 8 1
a s  t h e  c o n t r o l l e d  p o r t i o n  o f  N o r t h  S l o p e  o i l  o n  w h i c h  
e n t i t l e m e n t s  a r e  r e q u i r e d  d e c l i n e s .  T h e  e l i m i n a t i o n  
o f  t h i s  d i s c o u n t  i s  a s s u m e d  i n  t h i s  Memo t o  b e  a c c e l e r a t e d  
b y  a d o p t i o n  o f  n e w  DOE r e g u l a t i o n s  w h i c h  p r o p o s e  t o  
r e d u c e  t h e  e n t i t l e m e n t  r e q u i r e m e n t s  o n  N o r t h  S l o p e  b y  
$2 b e c a u s e  o f  i t s  l e s s e r  q u a l i t y .  S e e  a t t a c h e d  F a i r b a n k s  
N e w s - M i n e r  a r t i c l e .

4 .  M o r e  c o n s e r v a t i v e  e s t i m a t e s  o f  w o r l d  o i l  p r i c e  i n c r e a s e s  
a r e  p r o j e c t e d  h e r e  t h a n  i n  t h e  e a r l i e r  J u n e  " R e v e n u e  
S o u r c e s "  d u e  t o  t h e  g r o w i n g  g l u t  o f  o i l  a n d  t h e  f a i l u r e  
o f  t h i s  w e e k ' s  O PEC c o n f e r e n c e  t o  r e a c h  a g r e e m e n t  o n  
p r i c e s  a n d  p r o d u c t i o n .  H o w e v e r ,  t h e  u n d e r l y i n g  a s s u m p t i o n  
i s  t h a t  a g r e e m e n t  w i l l  b e  r e a c h e d  a n d  p r o d u c t i o n  r e d u c e d  
s o  t h a t  c o n t i n u e d  p r i c e  i n c r e a s e s  c a n  b e  r e a l i z e d  
b e g i n n i n g  i n  1 9 8 1 .

e n c l o s u r e s



TABLE I 
GENERAL FUND BALANCES 

($ Millions)

Available for 
Appropriation Cash

General Fund Balance 6/30/79 

FY 80

684.3

Illiquid Investments

Unrestricted Revenue 2539.5 . 2539.5
(Net of Permanent, Renewable 
Resources, and Native Claims 
Funds)

Appropriations (1651.2) (1651.2)
(Including Supplanentals)

(389.0)

Source

199.0 "Executive Budget FY 81"

"Revenue Sources" June 1980

"Free Conference Corrnittee Re­
port - Cap _ol Budget and Sum­
maries" FY 80 & FY 81 
See Table 2

General R m d  Balance 6/30/80 1572.6 698.3

FY 81

Unrestricted Revenue
(Net of Permanent & Renewable 
Resource Funds; inclusive of 
individual income tax liabil­
ities)

Appropriations
(Net of appropriation of $88.9 
for calendar 79 tax refunds 
in fiscal note for SB 394)

3564.1 3564.1 Legislative Finance estimate

(3851.1) (3339.1)^  ̂ "Free Conference Committee Re-
port - Capitol Budget and Sum­
maries FY 81"

General Fund Balance 6/30/81 1285.6 923.3

FY 82

Unrestricted Revenue 4669.0 4669.0 Legislative Finance estimate
(Net of Permanent & Renewable 
Resource Funds; Inclusive of 
individual income tax liabil- 
ties)

General Fund Balance 6/30/82 5954.6 5592.3
(Before 1981 session 
appropriations)

Footnote 1. Certain appropriations to AHFC, AIDA, and for fish processing loan 
guarantees were made from illiquid assets.

. s  W

PREPARED BY:

Legislative Finance Division
September 17, 1980



TABLE 2

F Y  8'J I l l i q u i d  I n v e s t m e n t s  
($  m i l l i o n s )

B u s i n e s s  L o a n s $ 1 7 1 . 0
C o m m e r c i a l  F i s h  & A g r i c u l t u r e  B a n k 3 0 . 0
S e c u r i t y  N a t i o n a l  B a n k 4 . 5
M o b i l e  Hom e L o a n s 2 0 . 0
D e f e r r e d  C o m p e n s a t i o n  L o a n 3 . 5
H o u s i n g  l o a n s  p u r c h a s e d  f r o m  b a n k s 1 5 5 . 0
C r e d i t  U n i o n s 4 5 . 0
P r i n c i p a l  R e p a y m e n t ( 4 0 . 0 )

$ 3 8 9 . 0

P R E P A R E D  B Y :
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  
S e p t e m b e r  1 7 ,  1 9 8 0
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FISCAL NOTE *

I. REQUEST
Bil l/Resolut ion No _____________________________________________________ __________________________
Title An Act :  R e l a t i n g  t o  I n c o m e  T a x  R e p e a l  a n d  R e f u n d a b l e  C r e d i t s  
Requested by   Date.______________

T i IE  LEG ISLATURE OF THE STATE OF ALASKA
ELEVENTH LEG ISLATURE

II. F ISCAL DETAIL
Agency A f fec ted    1______________________________________________
Program Category Affected_________________________________________________" ___________________ _
BRU, Program, or.Subprogram(s) Affected_____________________________________- ______________________
(Note: I f  more than one budget component is affected, separate line-item amounts and funding f o r  cac 

component in the analysis section.) ~ .
EXPENDITURES (Thousands o f  Dollars)

FY SO FY 81 FY 82 FY  83 FY  84 F Y  I
100 PERSONAL SERVICES . . . .

700 T R A V F I
300 CONTRACTUAL ‘
400  COMMODITIES
300 EOU1PMFNT
600 LAND Al STRUCTURES
700 GRANTS. CLAIMS. ETC.

TOTAL

Millions 
FUNDING CHXXKHHXof Dollars)

G ENERA1 FUND 1 1 1 . 8 1 . 7 1 . 6 2 .  C 2 .
FEDERAL FUNDS
OTHER (Specify Fund Source)
W i t h h o l d i n g  i n  T r u s t , 7 3 . 5

/

POSITIONS 

FULL. TIME

( 1 4 7 . 5 )
. 0 r r  {s t tv. r f  ‘/<r •r> , , c~

( 2 0 6 )
J

( 2 6 6 ; ( 3 3 8 ) ( 4 2

PART TIME
TEMPORARY

III. ANALYSIS  (See Fiscal-Note Preparation Instructions, Section I I I )
The aforementioned numbers are broken down in the following m a n n e r  
(1) This fiscal year 1981 figure of $111.8 mill i o n  consists of 
$111 million in 1979 tax year refunds plus . 8  million for r e f u n d­
able credits in the form of political contributions and child 
care. (2) The $73.5 million figure to be paid in FY 81 consists 
of withholding held in trust for the first three quarters of tax 
year 1980. (3) The figure of $147 million represents the r e m a i n d
of foregone income for fiscal year 1981. The sum total figure of 
$185.3 million constituting items (1) and (2) must be appropriated 
where as the $147.7 million foregone income does not require 
appropriation on the part of the Legislature-'. -(4) The figures 
for FY 82 through FY 85 encompass first the refundable political 
contribution and child care credits and second the f o r e g o n e i n c o m e  
assuming total repeal of the individual inepme tax.,

IV. DATE_______________________________PREPARED BY
/  7  AGENCY _____________

Original: Legislative Finance PHONE ^ /
cc: Budget and Management

Prime Sponsor (First Legislator Named)

33-001 (Rev. 12/79)



FISCAL N O T E

I. R E Q U E S T
Bill/Resolution No.________________ ___________ _____________________________________________
Title An Apt* R p l a r i n o  t~n T n r n m p  T a v  . R e p e a l  a n d  Refundable. C r e d i t s  
Requested by_________________________________  Date______________

THE LEGISLATURE OF T H E  STATE OF A L A S K A
ELEVENTH LEGISLATURE

II. FISCAL DE T A I L
Agency Affected_________
Program Category Affected
BRU, Program, or Subprogram(s) Affected__________________________   . ■ _____________
(Note: If more than one budget component is affected, separate line-item amountsand funding for each

component in the analysis 
EXPENDITURES (Thousands

section.) 
of Dollars)

FY 80 FY 8 1 FY 82 FY 83 ' .. FY 84 FY 8f
1 on PERSONAL SERVICES . .
?no TRAVEL
300 CONTE ACTUA I.
100 COMMODITIES
SQO EQUIPMENT
600 LAND & STRUCTURES
700 GRANTS, CLAIMS, ETC

TOTAL m

F U N D I N G  ( M & f f i X o f  Dollars) 
M i l l i o n s

G E N E R A  I. EIIND 30. 5 1 . 7 1.6 2.8 2 . 8
F E D E R A L  F U N D S

O T H E R  (Specify Fund Source)
G e n e r a l  F u n d  U n c o l l e c t e d

Ta x
X 2 L J 0

(30) (41) (54) __(Z0.)

POSITIONS

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

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

T h e  a p p r o a c h  o u t l i n e d  on  the f i r s t  p a g e  r e p r e s e n t s  t h e  i m p a c t  
of c o m p l e t e  s u s p e n s i o n  of  the i n d i v i d u a l  i n c o m e  tax. T h e  e f f e c t  
of the i n c r e m e n t a l  a p p r o a c h , w h i c h  is s i m p l y  a n o t h e r  w a y  o f  
l o o k i n g  at the impact, r e v e a l s  the n u m b e r s  i n d i c a t e d  a b o v e .
T h e s e  n u m b e r s  m u s t  be  r e a d  in c o n j u n c t i o n  w i t h  t h o s e  in F i s c a l  
No t e  F C C S  for SB 394 d a t e d  4 - 1 4 - 8 0  in o r d e r  to a s c e r t a i n  the 
full impact.

IV. D A T E

Original: Legislative Finance
cc: Budget and Management

Prime Sponsor (First Legislator Named)

P R E P A R E D  BY
A G E N C Y  ______________
P H O N E  S '  2  3 /
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Mr. Speaker:

The Committee on

( i i )

FINANCE

D a t e :

has had

o v \ < & o

HB 1042

"An Act r e l a t i n g  to  t a x e s ;  r e p e a l in g  the A laska  n e t  income ta x  on 
in d iv id u a l s ;  p r o v id in g  f o r  ta x  c r e d i t s  f o r  p o l i t i c a l  c o n t r ib u t io n s  and 
hou seh o ld  and dependent ca re  s e r v i c e s ;  and p r o v id in g  f o r  an e f f e c t i v e  
d a te ."

under consideration and (a majo ri t y of the committee) (the committee) 
reports it back with the following recommendations:

[ ] 

[ ]

K i

[ i 

[ )

do pass [ ] do not pass

do pass with attached a m e n d m e n t s (s )

replace with CS for //' &  /C )L/ o)_________

and recommends r J o  p o $ > S

[ 1 same title

■‘x >  new title

AND attaches a "Letter of Intent" [ ] New Fiscal Note

reports it back wi th ou t recommendation

referred to the    Committee

M EMBERS SIGNING 
DO PASS

MEMBERS HAVING 
OTHER RECOMMENDATIONS:

t j v

VI k?Q  y

H 60 ( R e v .  1 2 / 7 8 )
CHAIRMAN
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O r ig in a l  sp onsor: S t a t e  A f f a i r s  Committee

I T THE HOUSE BY THE FINANCE COMMITTEE

CS FOR HOUSE BILL NO. 1042 

IN THE LEGISLATURE OF THE STATE OF ALASKA 

ELEVENTH LEGISLATURE -  SECOND SPECIAL SESSION

A BILL

For an Act e n t i t l e d :  "An Act p r o v id in g  f o r  re fu n d s o f  1979 i n d iv i d u a l  income

t a x e s ;  and p r o v id in g  fo r  an e f f e c t i v e  d a te ."

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

* S e c t io n  1. REFUND OF 1979 INCOME TAXES. (a )  An i n d i v i d u a l  i s  e n t i t l e d  

to  a refund o f  h i s  A laska  n e t  income t a x e s  p a id  or w i t h h e ld  under AF 4 3 .2 0  

fo r  a l l  or p a r t  o f  a ta x  year  o c c u r r in g  a f t e r  December 3 1 ,  1978 and b e fo r e  

January 1 , 1980.

(b) A re fu n d  under t h i s  s e c t i o n  may be made o n ly  a s  p ro v id ed  in  t h i s  

s e c t i o n .  Refunds o f  A laska  n e t  income ta x e s  p a id  may n o t  be made w ith o u t  an 

a p p r o p r ia t io n  fo r  t h a t  p u r p o se .

(c )  The departm ent s h a l l  e s t a b l i s h  p roced u res  f o r  d e ter m in in g  th e  

amount o f  and fo r  making th e  r e fu n d s  d e s c r ib e d  in  (a) o f  t h i s  s e c t i o n .

(d) The com m issioner  may adopt r e g u la t io n s  to  im plem ent t h i s  s e c t i o n ,  ■'

and th o se  r e g u la t i o n s  may be adopted as emergency r e g u l a t i o n s  under AS 4 4 . -

6 2 .0 4 0  -  4 4 .6 2 .2 9 0 .

(e )  In t h i s  s e c t i o n ,

( 1 ) "com m issioner" means th e  com m issioner o f  rev en u e;

(2) "departm ent" means th e  Department o f  R even ue .

* S e c .  2 .  The p r o v i s io n s  o f  AS 4 3 .0 5 .2 8 0  do not a p p ly  to  re fu n d s  made 

under s e c .  1 o f  t h i s  A c t .

* See -. -3 .— T h io-rAct—'take-s e f f e c t  o n - t h e - e f  f e c t i v e - da tp  n f  an AdL^repgiQ.ing  

tha—ALas-ka-net~±Trebme ta x  on i n d i v i d u a l s .  ^  ' ■ 1__

■ \
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i n  _i.ni. noi. SE BY THE FINANCE COMMITTEE 

CS FOR HOUSfe EILL NO. 1041  

117 THE LEGISLATURE |OF THE STATE OF ALASKA 

ELEVENTH LEGISLATURE 1- SECOND SPECIAL SESSION

A BILL

For an A ct e n t i t l e d :  "An A c t  making an a p p r o p r ia t io n  t o  t h e  Departm ent o f

Revenue f o r  income ta x  and w i t h h o ld in g  paym ent r e fu n d s  

t o  i n d i v i d u a l s » land p r o v id in g  f o r  an e f f e c t i v e  d a te . '*

BE IT ENACTED SY THE LEGISLATURE OF TVS STATE OF ALASKA:

*  S e c t i o n  1 .  The sun o f  $112 ,042 ,(^ 00  i s  a p p r o p r ia te d  f r o n  t h e  g e n e r a l  

fund t o  t h e  D e p a r tse u t  o f  Revenue

( 1 ) f o r  r e fu n d s  to  i n d i v i d u a l s  f o : income t a x e s  p a id  a f t e r  

December 3 1 , 1978 f o r  a l l  o r  p a r t  o f  a . t a x  y e a r  o c c u r r in g  a f t e r  D c c e c b e r  3 1 ,  

1978 and

(2 ) f o r  1979 and 19S0 t a x  e r / j d i t s  p a y a b le  un der  AS 4 3 .2 0 .0 1 3 *

* S e c .  2 .  The gue o f  $ 7 3 ,5 0 0 ,0 0 0  iss a p p r o p r ia te d  from t h e  g e n e r a l  fun d  t o

t h e  Departm ent o f  Revenue f o r  r e fu n d s  th  i n d i v i d u a l s  f o r  incom e t a x e s  w i t h -  

h e ld  a f t e r  December 3 1 ,  1978 f o r  t a x  y eb rs  f o r  w hich a  y c a r - e n d  r e t u r n  h a s  

n o t  b een  f i l e d  under AS 4 3 * 2 0 .0 3 0 .  j

* S e c .  3 .  The su o  o f  $ 3 3 6 ,5 0 0  i s  a p p r o p r ia te d  from  th e  g e n e r a l  fu n d  t o  

t h e  Departiaent o f  Revenue f o r  a d m i n i s t r a t i v e  c o s t s  r e l a t e d  t o  th e  r e f u n d s  and 

c r e d i t s  p a y a b le  under  t h i s  A c t .

*  S e c .  4 .  Lip.es 10 -  1 1 ,  page 7 0 ,  jch . 120 SLA 1980 are  r e p e a l e d ,  and t h e  

a p p r o p r ia t io n  aade-at-~t-hose--l-in.es Up_)fctfrtg!htLir.t o , th e  g e n e r a l—ftrrrdT

*-'S^rr~5r T h is  Act t a k e s  e f f e c t  O ctober 1 , 1980 i f  a v e r s i o n  o f  an Act  

e u t i t l e d  "An Act r e l a t i n g  t o  t a x e s ;  r e p e a l in g  trie A lask a  n e t  incom e t a x  on 

i n d i v i d u a l s ;  p r o v id in g  f o r  ta x  c r e d i t s  f o r  p o l i t i c a l  c o n t r i b u t i o n s  and h o u se ­

h o ld  and dependent c a r c  c e r v i c e s ;  and p r o v id in g  f o r  an  e f f e c t i v e  d a te "  in  .

e n a c t e d . pcr*79%<rtua> «#'#—«r w 1 w* tmt. •
}9&+

f

-
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HOUSE FINANCE COMMITTEE

LETTER OF INTENT 
FOR

CSHB 1 040 , CSHB 1041 and CSHB 1042

HOUSE JOURNAL

The House F in a n c e  Committee has r e p o r te d  o u t  th r e e  
b i l l s  (HB 1040 , HB 1041 and HB 1042) a s  F in a n ce  Committee  
S u b s t i t u t e s  r e l a t i n g  t o  r e p e a l i n g  th e  A laska n e t  incom e ta x  
on i n d i v i d u a l s ,  p r o v id in g  f o r  r e fu n d  o f  1979 A lask a  s t a t e  
i n d i v i d u a l  incom e t a x e s  p a id ,  p r o v id in g  f o r  r e fu n d a b le  t a x  
c r e d i t s ,  and a p p r o p r ia t in g  fu n d s  f o r  payment o f  r e f u n d s ,  
w it h h o l d i n g ,  t a x  c r e d i t s  and a d m i n i s t r a t i v e  c o s t s .

The F in a n ce  Committee has s e p a r a te d  i n t o  two b i l l s  th e  
p r o v i s i o n s  c o n ta in e d  in  HB 1040 a s  in tr o d u c e d .  The F in a n ce  
Committee S u b s t i t u t e  f o r  HB 1040 c o n t a in s  th e  r e p e a l  o f  
A la sk a  n e t  incom e t a x e s  on i n d i v i d u a l s  and th e  p r o v i s i o n s  
f o r  r e fu n d a b le  ta x  c r e d i t s  e f f e c t i v e  January 1 ,  1979. The 
l e g i s l a t i o n  n e c e s s a r y  t o  e n a b le  re fu n d  o f  1979 t a x e s  c o l l e c t e d  
i s  c o n ta in e d  in  th e  F in a n ce  Committee S u b s t i t u t e  f o r  HB 1 0 4 2 .  
T h is  was done t o  e n su r e  t h a t  any q u e s t io n  o f  t h e  c o n s t i t u ­
t i o n a l i t y  o f  a 1979 t a x  re fu n d  n o t  a f f e c t  th e  im m ediate  
r e p e a l  o f  th e  A la sk a  i n d i v i d u a l  incom e t a x .  R e ta in in g  b o th  
r e p e a l  and 1979 r e fu n d s  i n  one b i l l  with' a s e v e r a b i l i t y  
c l a u s e  was c o n s id e r e d .  However, i t  was r e j e c t e d  in  fa v o r  
o f  t h e  two b i l l  approach" b e c a u se  s e v e r a b i l i t y  i s  d e term in ed  
by th e  c o u r t s ,  and any c h a l l e n g e  o f  1979 ta x  r e fu n d s  would  
t i e  up th e  income ta x  r e p e a l  p r o v i s i o n s  u n t i l  such tim e as  
t h e  c o u r t  r u le d  on th e  c o n s t i t u t i o n a l i t y  o f  t h e  b i l l .

The F in a n c e  Committee S u b s t i t u t e  f o r  HB 1041 in c lu d e s  
t h e  a p p r o p r ia t io n s  n e c e s s a r y  t o  pay 1979 ta x  r e fu n d s  and 
1979 and 1980 ta x  c r e d i t s  a s  s e c t i o n  1; 1980 w i t h h o ld in g  a s  
s e c t i o n  2 ; th e  a d m i n i s t r a t i v e  c o s t s  o f  s e c t i o n  1 and s e c ­
t i o n  2 ,  a s  s e c t i o n  3; a r e p e a l  o f  a p p r o p r ia t io n s  made in  
Ch 1 2 0 , SLA 1980 f o r  th e  p u r p o se s  o f  Ch 22 , SLA 1980 ,  
r u le d  u n c o n s t i t u t i o n a l  by  th e  A lask a  Supreme Court as  
s e c t i o n  4; and an e f f e c t i v e  d a t e  c la u s e  as  s e c t i o n  5. The 
a p p r o p r ia t io n s  are  made s e p a r a t e l y ,  a g a in  t o  a v o id  any 
p rob lem s o f  a c h a l l e n g e  o f  th  
t a x  r e f u n d s .

'Russ M e e k  in s’/ 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
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IN THE HOUSE BY THE STATE AFFAIRS COMMITTEE

HOUSE BILL NO. 1042 

IN THE LEGISLATURE OF THE STATE OF ALASKA 

ELEVENTH LEGISLATURE - SECOND SPECIAL SESSION

A BILL

For an Act entitled: "An Act relating to taxesi repealing the Alaska net

income tax on individuals; providing for tax credits

for political contributions and household and dependent 

care services; and providing for an effective date."

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

* Section I. FINDINGS. The legislature finds

(1) Section 1, ch. 22, SLA 1980 afforded complete tax relief to a 

majority of individual taxpayers under the Alaska Net Income Tax Act and 

substantial tax relief to most other taxpayers by means of exemptions based 

on the number of years an individual reported Alaska income. On September 4,

1980, the Alaska Supreme Court ruled that these exemptions violate the equal

protection claase o£ art. I, sec. 1 of the state constitution. The effect of

that decision is to reimpose the full income tax burden on all taxpayers.

(2) It is in the public interest to remedy the constitution^ 

defect and provide tax relief to the public at least equal to that attempted

by the exemptions in sec. 1, ch. 22, SLA 1980. This can best be accomplished

by repealing the Alaska net income tax on individuals.

(3) Because ch. 22, SLA 1980 applied to taxes due for the tax year 

1979, many taxpayers expected a refund of part or all of their state income 

tax for 1979, and many of them made plans and commitments in anticipation of 

the refund. The state has a moral obligation to fulfill this widely held 

expectation, and this obligation is best discharged by repealing the Alaska 

net income tax on individuals retroactive to January 1, 1979.

* Sec. 2. AS 43.20 is amended by adding new sections to read:

-1- HB 1042
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1 Sec. 43.20.012. INDIVIDUALS} RETURNS FOR TAX CREDITS. The tax im­

posed by this chapter does not apply to individuals. However, an indi­

vidual may file a return under this chapter in order to receive a tax 

credit under AS 43.20.013.

Sec. 43.20.013. INDIVIDUAL TAX CREDITS. (a) A resident individ­

ual is entitled to a tax credit not to exceed $50 for

(1) a contribution made in a calendar year to a person or 

organization for use exclusively

(A) for a political campaign for a candidate for

(i) President or Vice President of the United

States, whether or not the candidate will be voted on in a 

primary election in Alaska;

(ii) United States senator from Alaska;

(iii) United States representative from Alaska;

(iv) governor or lieutenant governor of Alaska;

(v) the Alaska legislature;

(vi) delegate to an Alaska constitutional 

convention;

(vii) electoral confirmation as a judge or justice of 

a court in Alaska; or

(viii) municipal office in Alaska; or

(B) by a group seeking to influence the outcome of a 

ballo* proposition or question in Alaska; and

(2) dues paid in a calendar year to a nonprofit organization

organized primarily for che purpose of influencing elections in Alaska.

(b) A resident individual is entitled to a tax credit equal to 16 

percent of the tax credit claimed by the individual on his federal 

income tax return for household and dependent care services necessary 

for his gainful employment.

- 2 -  H B  1 0 4 2
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(c) The commissioner of revenue shall pay the amount of a tax 

credit allowed by this section to a resident individual who makes a 

return as provided in AS 43.20.012. A credit under this section shall 

be paid in the manner provided in AS 43.20.030(e) for the payment of 

refunds and payment may not be made without an appropriation for that 

purpose.

* Sec. 3. AS 43.20.021(c) is amended to read:

(c) For purposes of calculating the alternative tax on capital 

gains provided for in the provisions of Internal Revenue Code sec. 1201, 

the rate is 4.5 percent for corporations [AND 4 PERCENT FOR INDIVIDUALS 

AND FIDUCIARIES].

* Sec. 4. AS 43.20.021(d) is amended to read:

(d) Where a credit allowed under the Internal Revenue Code is also 

allowed in computing Alaska income tax, it is limited to [16 PERCENT FOR 

INDIVIDUALS AND FIDUCIARIES AND] 18 percent for corporations of the 

amount of credit determined for federal income tax purposes which is 

attributable to Alaska.

* Sec. 5. AS 43.20.021(f) is amended to read:

(f) For the purpose of calculating the minimum tax on tax prefer­

ences provided for in secs. 56 - 58 of tha Internal Revenue Code (26 

(J.S.C. secs. 56 - 58), the rate is [16 PERCENT FOR INDIVIDUALS AND] 18 

percent for corporations of the applicable minimum federal tax rate.

* Sec. 6. AS 43.20.030(a) is amended to read:

(a) If a [EVERY INDIVIDUAL, FIDUCIARY,] partnership which has a 

corporation as a partner or a [AND] corporation is_ required to make a 

return under the provisions of the Internal Revenue Code, it shall at 

the same time file with the department a return setting out

(1) the amount of tax due under this chapter, less credits 

claimed against the taxj and

_ 3 _  HB 10-+2
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(2) other information for the purpose of carrying out the 

provisions of this chapter which the department requires.

* Sec. 7. REFUND OF 1979 AND 1980 INCOME TAXES. (a) An individual is 

entitled to a refund of his Alaska net income taxes paid or withheld after 

December 31, 1978 for all or part of a tax year occurring after December 31, 

1978. An individual is also entitled to a refund of his estimated net income 

tax payments made under AS 43.20 after December 31, 1978, for a tax year for 

which he has not filed a year-end return under AS 43.20.030.

(I)) A refund under this section may be made only as provided in this

section. Refunds of Alaska net income taxes paid may not be made without an

appropriation for that purpose.

(c) The department shall establish procedures for determining the

amount of and for making the refunds described in (a) of this section.

(d) The commissioner may adopt regulations to implement this section,

and those regulations may be adopted as emergency regulations under AS 44.-

62.040 - 44.62.290.

(e) In this section,

(1) "commissioner" means the commissioner of revenue;

(2) "department" means the Department of Revenue.

* Sec. 8. The provisions of AS 43.05.280 do n«-t apply to refunds made 

under sec. 7 of this Act.

* Sec. 9. AS 43.20.013(a) is amended to read:

(a) A resident individual is entitled to a tax credit not to

exceed $100 [$50] for

(1) a contribution made in a calendar year to a person or 

organization for use exclusively

27 (A) for a political campaign for a candidate for

28 (i) President or Vice President of the United

29 States, whether or not the candidate will be voted on in a
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primary election in Alaska,

(ii) United States senator from Alaska;

(iii) United States representative from Alaska;

(iv) governor or lieutenant governor of Alaska;

(v; the Alaska legiP1ature;

(vi) delegate to an Alaska constitutional conven­

tion;

(vii) electoral confirmation as a judge or justice of 

a court in Alaska; or

(viii) municipal office in Alaska; or 

(B) by a group seeking to influence the outcome of a 

ballot proposition or question in Alaska; and

(2) dues paid in a calendar year to a nonprofit organization

organized primarily for the purpose of influencing elections in Alaska.

* Sec. 10. The following laws are repealed: AS 43.20.011(a) - (d) and

(f), 43.20.015, 43.20.017, 43.20.021(e), 43.20.030(f) and (g), 43.20.031(a),

(b), and (f) - (h), 43.20.033, 43.20.035, 43.20.036(d) - (i), 43.20.038,

43.20.039, 43.20.040(b)(3) and (6), 43.20.045, 43.20.061, 43.20.160(e),

43.20.215, 43.20.340(4), (7), (13), (14), (16), and (17), and secs. 6 - 11 of 

ch. 22 SLA 1980.

* Sec. 11. AS 43.20.170 and 43.20.180 are repealed.

* Sec. 12. Sections 3 - 6  and 10 of this Act are retroactive to 

January 1, 1979.

* Sec. 13. Sections 9 and 11 of this Act take effect January 1, 1981. 

Sections 1 - 8, 10, 12, and 13 of this Act take effect immediately in accor­

dance with AS 01.10.070(c).
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H O U S E  F I N A N C E  C O M M I T T E E

L E T T E R  O F  I N T E N T  
F O R

CSHB 1040 , CSHB 1041 and CSHB 1042

HOUSE JOURNAL .........

The House F in a n ce  Committee h as  r e p o r te d  o u t  th r e e  
b i l l s  (HB 1 040 , HB 1041 and HB 1042) a s  F in an ce  Committee 
S u b s t i t u t e s  r e l a t i n g  t o  r e p e a l in g  th e  A la sk a  n e t  income ta x  
on i n d i v i d u a l s ,  p r o v id in g  f o r  re fu n d  o f  1979 A laska  s t a t e  
i n d i v i d u a l  incom e t a x e s  p a id ,  p r o v id in g  f o r  r e fu n d a b le  ta x  
c r e d i t s ,  and a p p r o p r ia t in g  funds f o r  payment o f  r e fu n d s ,  
w it h h o ld in g ,  t a x  c r e d i t s  and a d m i n is t r a t i v e  c o s t s .

i
The F in a n ce  Committee has s e p a r a te d  i n t o  two b i l l s  th e  

p r o v i s i o n s  c o n ta in e d  in  HB 1040 as in tr o d u c e d .  The F in an ce!  
Committee S u b s t i t u t e  f o r  HB 1040 c o n t a in s  t h e  r e p e a l  o f  
A la sk a  n e t  income t a x e s  on i n d i v i d u a l s  and th e  p r o v i s i o n s  
f o r  r e fu n d a b le  ta x  c r e d i t s  e f f e c t i v e  January 1 , 1979. The 
l e g i s l a t i o n  n e c e s s a r y  t o  e n a b le  refu n d  o f  1979 t a x e s  c o l l e c t e d  
i s  c o n ta in e d  in  th e  F in an ce  Committee S u b s t i t u t e  f o r  HB 1042 .  
T h is  was done t o  e n su re  t h a t  any q u e s t io n  o f  th e  c o n s t i t u ­
t i o n a l i t y  o f  a 1979 ta x  refu n d  n o t  a f f e c t  th e  im m ediate  
r e p e a l  o f  th e  A lask a  i n d iv i d u a l  income t a x .  R e ta in in g  both  
r e p e a l  and 1979 r e fu n d s  in  one b i l l  w i th  a s e v e r a b i l i t y  
c la u s e  was c o n s id e r e d .  However, i t  was r e j e c t e d  in  fa v o r  
o f  th e  two b i l l  approach b e c a u se  s e v e r a b i l i t y  i s  de ^rmined 
by th e  c o u r t s ,  and any c h a l l e n g e  o f  1979 ta x  re fu n d s  would  
t i e  up th e  income ta x  r e p e a l  p r o v i s i o n s  u n t i l  such t im e as  
t h e  c o u r t  r u le d  on th e  c o n s t i t u t i o n a l i t y  o f  th e  b i l l .

The F in an ce  Committee S u b s t i t u t e  f o r  HB 1041 in c lu d e s  
t h e  a p p r o p r ia t io n s  n e c e s s a r y  t o  pay 1979 ta x  re fu n d s  and 
1979 and 1980 ta x  c r e d i t s  a s  s e c t i o n  1; 1980 w ith h o ld in g  a s  
s e c t i o n  2 ; th e  a d m in i s t r a t iv e  c o s t s  o f  s e c t i o n  1 and s e c ­
t i o n  2 ,  a s  s e c t i o n  3; a r e p e a l  o f  a p p r o p r ia t io n s  made in  
Ch 120 , SLA 1980 f o r  th e  p u rp o ses  o f  Ch 2 2 , SLA 1980 ,  
r u le d  u n c o n s t i t u t i o n a l  by th e  A la sk a  Supreme Court as  
s e c t i o n  4; and an e f f e c t i v e  d a te  c la u s e  a s  s e c t i o n  5. The 
a p p r o p r ia t io n s  a r e  made s e p a r a t e l y ,  a g a in  t o  a v o id  any 
problem s o f  a c h a l l e n g e  o f  th e  c o n s t i t u t i o n a l i t y  o f  1979 
ta x  r e fu n d s .

Russ Me ekins, 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 tt ee
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1 IN Till? HOUSE BY THE STATE AFFAIRS COMMITTEE

HOUSE BILL NO. 1042 

IN THE LEGISLATURE OF THE STATE OF ALASKA 

ELEVENTH LEGISLATURE - SECOND SPECIAL SESSION

A BILL

For an Act entitled: "An Act relating to taxes; repealing the Alaska net

income tax on individuals; providing for tax credits

for political contributions and household and dependent 

care services; and providing for an effective date."

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

* Section 1. FINDINGS. The legislature finds

(1) Section 1, ch. 22, SLA 1980 afforded complete tax relief to a 

majority of individual taxpayers under the Alaska Net Income Tax Act and 

substantial tax relief to most other taxpayers by means of exemptions based 

on the number of years an individual reported Alaska income. On September 4,

1980, the Alaska Supreme Court ruled that these exemptions violate the equal

protection clause of art. I, sec. 1 of the state constitution. The effect of

that decision is to reirapose the full income tax burden on all taxpayers.

(2) It is in the public interest to remedy the constitutional 

defect and provide tax relief to the public at least equal to that attempted

by the exemptions in sec. 1, ch. 22, SLA 1980. This can best be accomplished

by repea^ing the Alaska net income tax on individuals.

(3) Because ch. 22, SLA 1980 applied to taxes due for the tax year 

1979, many taxpayers expected a refund of part or all of their state income 

tax for 1979, and many of them made plans and commitments in anticipation of 

the refund. The state has a moral obligation to fulfill this widely held 

expectation, and this obligation is best discharged by repealing the Alaska 

net income tax on individuals retroactive to January 1, 1979.

* Sec. 2. AS 43.20 is amended by adding new sections to read:
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Sec. 43.20.012. INDIVIDUALS; RETURNS FOR TAX CREDITS. The tax im­

posed by this chapter does not apply to individuals. However, an indi­

vidual may file a return under this chapter in order to receive a tax 

credit under AS 43.20.013.

Sec. 43.20.013. INDIVIDUAL TAX CREDITS. (a) A resident individ­

ual is entitled to a tax credit not to exceed $50 for

(1) a contribution made in a calendar year to a person or 

organization for use exclusively

(A) for a political campaign for a candidate for

(i) President or Vice President of the United

States, whether or not the candidate will be voted on in a 

primary election in Alaska;

(ii) United States senator from Alaska;

(iii) United States representative from Alaska;

(iv) governor or lieutenant governor of Alaska;

(v) the Alaska legislature;

(vi) delegate to an Alaska constitutional 

contention;

(vii) electoral confirmation as a judge or justice of 

a court in Alaska; or

(viii) municipal office in Alaska; or

(B) by a group seeking to influence the outcome of a 

ballot proposition or question in Alaska; and

(2) dues paid in a calendar year to a nonprofit organization

organized primarily for the purpose of influencing elections in Alaska.

(b) A resident individual is entitled to a tax credit equal to 16 

percent of the tax credit claimed by the individual on his federal 

income tax return for household and dependent care services necessary 

for his gainful employment.



(c) The commissioner of revenue shall pay the amount of a tax 

credit allowed by this section to a resident individual who makes a 

return as provided in AS 43.20.012. A credit under this section shall 

be paid in the manner provided in AS 43.20.030(e) for the payment of 

refunds and payment may not be made without an appropriation for that 

purpose.

Sec. 3. AS 43.20.021(c) is amended to read:

(c) For purposes of calculating the alternative tax on capital 

gains provided for in the provisions of Internal Revenue Code; sec. 1201, 

the rate is 4.5 percent for corporations [AND 4 PERCENT FOR INDIVIDUALS 

AND FIDUCIARIES].

Sec. 4. AS 43.20.021(d) is amended to read:

(d) Where a credit allowed under the Internal Revenue Code is also 

allowed in computing Alaska income tax, it is limited to [16 PERCENT FOR 

INDIVIDUALS AND FIDUCIARIES AND] 18 percent for corporations of the 

amount of credit determined for federal income tax purposes which is 

attributable to Alaska.

Sec. 5. AS 43.20.021(f) is amended to read:

(f) For the purpose of calculating the minimum tax on tax prefer­

ences provided for in secs. 56 - 58 of the Internal Revenue Code (26 

U.S.C. secs. 56 - 58), the rate is [16 PERCENT FOR INDIVIDUALS AND] 18 

percent for corporations of the applicable minimum federal tax rate.

Sec. 6. AS 43.20.030(a) is amended to read:

(a) If a [EVERY INDIVIDUAL, FIDUCIARY,] partnership which has a 

corporation as a partner or a [AND] corporation i£ required to make a 

return under the provisions of the Internal Revenue Code, it shall at 

the same time file with the department a return setting out

(1) the amount of tax due under this chapter, less credits 

claimed against the tax; and
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(2) other information for the purpose of carrying out the 

provisions of this chapter which the department requires.

* Sec. 7. REFUND OF 1979 AND 1980 INCOME TAXES. (a) An individual is 

entitled to a refund of his Alaska net income taxes paid or withheld after 

December 31, 1978 for all or part of a tax year occurring after December 31, 

1978. An individual is also entitled to a refund of his estimated net income 

tax payments made under AS 43.20 after December 31, 1978, for a tax year for 

which he has not filed a year-end return under AS 43.20.030.

(b) A refund under this section may be made only as provided in this

section. Refunds of Alaska net income taxes paid may not be made without an

appropriation for that purpose.

(c) The department shall establish procedures for determining the

amount of and for making the refunds described in (a) of this section.

(d) The commissioner may adopt regulations to implement this section,

and those regulations may be adopted as emergency regulations under AS 44.-

62.040 - 44.62.290.

(e) In this section,

(1) "commissioner" means the commissioner of revenue;

(2) "department" means the Department of Revenue.

* Sec. 8. The provisions of AS 43.05.280 do n<-t apply to refunds made 

under sec. 7 of this Act.

* Sec. 9. AS 43.20.013(a) is amended to read:

(a) A resident individual is entitled to a tax credit not to

exceed $100 [$50] for

(1) a contribution made in a calendar year to a person ~r 

organization for use exclusively

(A) for a political campaign for a candidate for

(i) President or Vice President of the United 

States, whether or not the candidate will be voted on in a
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primary election in Alaska;

(ii) United States senator from Alaska;

(iii) United States representative from Alaska;

(iv) governor or lieutenant governor of Alaska;

(v) the Alaska legislature;

(vi) delegate to an Alaska constitutional conven­

tion;

(vii) electoral confirmation as a judge or justice of 

a court in Alaska; or

(viii) municipal office in Alaska; or

(B) by a group seeking to influence the outcome of a 

ballot proposi''on or question in Alaska; and

(2) due9 paid in a calendar year to a nonprofit organization

organized primarily for the purpose of influencing elections in Alaska.

* Sec. 10. The following laws are repealed: AS 43.20.011(a) - (d) and

(f), 43.20.015, 43.20.017, 43.20.021(e), 43.20.030(f) and (g), 43.20.031(a),

(b), and (f) - (h), 43.20.033, 43.20.035, 43.20.036(d) - (i), 43.20.038,

43.20.039, 43.20.040(b)(3) and (6), 43.20.045, 43.20.061, 43.20.160(e),

43.20.215, 43.20.340(4), (7), (13), (14), (16), and (17), and secs. 6 - 11 of 

ch. 22 SLA 1980.

* Sec. 11. AS 43.20.170 and 43.20.180 are repealed.

* Sec. 12. Sections 3 - 6  and 10 of this Act are retroactive to 

January 1, 1979.

* Sec. 13. Sections 9 and 11 of this Act take effect January 1, 1981. 

Sections 1 - 8 ,  10, 12, and 13 of this Act take effect immediately in accor­

dance with AS 01.10.070(c).
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IN THU IIOUSU BY THE STATE AFFAIRS COMMITTEE

HOUSE BILL NO. 1042 

IN THE LEGISLATURE OF THE STATE OF AI4SKA 

ELEVENTH LEGISLATURE - SECOND SPECIAL SESSION

A BxuL

For an Act entitled: "An Act relating to taxesj repealing the Alaska net

income tax on individuals; providing for tax credits

for political contributions and household and dependent 

care services: and providing for an effective date."

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

* Section 1. FINDINGS. The legislature finds

(1) Section 1, ch. 22, SLA 1980 afforded complete tax relief to a 

majority of individual taxpayers under the Alaska Net Income Tax Act and 

substantial tax relief to most other taxpayers by means of exemptions based 

on the number of years an individual reported Alaska income. On September 4, 

1980, the Alaska Supreme Court ruled that these exemptions violate the equal 

protection clause of art. I, sec. 1 of the state constitution. The effect of

that decision is to reimpose the full income tax burden on all taxpayers.

(2) It is in the public interest to remedy the constitutional 

defect and provide tax relief to the public at least equal to that attempted 

by the exemptions in sec. 1, ch. 22, SLA 1980. This can best be accomplished 

by repealing the Alaska net income tax on individuals.

(3) Because ch. 22, SLA 1980 applied to taxes due for the tax year 

1979, many taxpayers expected a refund of part or all of their state income 

tax for 1979, and many of them made plans and commitments in anticipation of 

the refund. The state has a moral obligation to fulfill this widely held 

expectation, and this obligation is best discharged by repealing the Alaska 

net income tax on individuals retroactive to January 1, 1979.

* Sec. 2. AS 43.20 is amended by adding new sections to read:
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Sec. 43.20.012. INDIVIDUALS ; RETURNS FOR TAX CREDITS. The tax im­

posed by this chapter does not apply to individuals. However, an indi­

vidual may file a return under this chapter in order to receive a tax 

credit under AS 43.20.013.

Sec. 43.20.013. INDIVIDUAL TAX CREDITS. (a) A resident individ­

ual is entitled to a tax credit not to exceed $50 for

(1) a contribution made in a calendar year to a person or 

organization for use exclusively

(A) for a political campaign for a candidate for

(i) President or Vice President of the United

States, whether or not the candidate will be voted on in a 

primary election in Alaskai

(ii) United States senator from Alaska;

(iii) United States representative from Alaska;

(iv) governor or lieutenant governor of Alaska;

(v) the Alaska legislature;

(vi) delegate to an Alaska constitutional 

convention;

(vii) electoral confirmation as a judge or justice of 

a court in Alaska; or

(viii) municipal office in Alaskaj or

(B) by a group seeking to influence the outcome of a 

ballot proposition or question in Alaska; and

(2) dues paid in a calendar year to a nonprofit organization

organized primarily for the purpose of influencing elections in Alaska.

(b) A resident individual is entitled to a tax credit equal to 16 

percent of the tax credit claimed by the individual on his federal 

income tax return for household and dependent care services necessary 

for his gainful employment.
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(c) The commissioner of revenue shall pay the amount of a tax 

credit allowed by this section to a resident individual who makes a 

return as provided in AS 43.20.012. A credit under this section shall 

be paid in the manner provided in AS 43.20.030(e) for the payment of 

refunds and payment may not be made without an appropriation for that 

purpose.

* Sec. 3. AS 43.20.021(c) is amended to read:

(c) For purposes of calculating the alternative tax on capital 

gains provided for in the provisions of Internal Revenue Code sec. 1201, 

the rate is 4.5 percent for corporations [AND 4 PERCENT FOR INDIVIDUALS 

AND FIDUCIARIES].

* Sec. 4. AS 43.20.021(d) is amended to read:

(d) Where a credit allowed under the Internal Revenue Code is also 

allowed in computing Alaska income tax, it is limited to [16 PERCENT FOR 

INDIVIDUALS AND FIDUCIARIES AND] 18 percent for corporations of the 

amount of credit determined for federal income tax purposes which is 

attributable to Alaska.

* Sec. 5. AS 43.20.021(f) is amended to read:

(f) For the purpose of calculating the minimum tax on tax prefer­

ences provided for in secs. 56 - 58 of the Internal Revenue Code (26 

U.S.C. secs. 56 - 58), the rate is [16 PERCENT FOR INDIVIDUALS AND] 18 

percent for corporations of the applicable minimum federal tax rate.

* Sec. 6. AS 43.20.030(a) Is amended to read:

(a) If a [EVERY INDIVIDUAL, FIDUCIARY,] partnership which has a 

corporation as a partner or a [AND] corporation is_ required to make a 

return under the provisions of the Internal Revenue Code, it shall at 

the same time file with the department a return setting out

(1) the amount of tax due under this chapter, less credits 

claimed against the tax» and

_ 3 _  HB 1042
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2
(2) other information for the purpose of carrying out the

provisions of this chapter which the .apartment requires.

* Sec. 7. REFUND OF 1979 AND 1980 INCOME TAKES. (a) An individual is 

entitled to a refund of his Alaska net income taxes paid or withheld after 

December 31, 1978 for all or part of a tax year occurring after December 31, 

1978. An individual is also entitled to a refund of his estimated net income 

tax payments made under AS 43.20 after December 31, 1978, for a tax year for 

which he has not filed a year-end return under AS 43.20.030.

(b) A refund under this section may be made only as provided in this

section. Refunds of Alaska net income taxes paid may not be made without an

appropriation for that purpose.

(c) The department shall establish procedures for determining the

amount of and for making the refunds described in (a) of this section.

(d) The commissioner may adopt regulations to implement this section,

and those regulations may be adopted as emergency regulations under AS 44.-

62.040 - 44.62.290.

(e) In this section,

(1) "commissioner" means the commissioner of revenue}

(2) "department" means the Department of Revenue.

* Sec. 8. The provisions of AS 43.05.280 do n^t apply to refunds made 

under sec. 7 of this Act.

* Sec. 9. AS 43.20.013(a) is amended to read:

(a) A resident individual is entitled to a tax credit not to

exceed $100 [$50] for

(1) a contribution made in a calendar year to a person or 

organization for use exclusively

(A) for a political campaign for a candidate for

(i) President or Vice President of the United

29 States, whether or not the candidate will be voted on in a



I

primary election in Alaska;
0

(ii) United States senator from Alaska;

(iii) United States representative from Alaska;

(iv) governor or lieutenant governor of Alaska;

(v> the Alaska legislature;

(vi) delegate to an Alaska constitutional conven­

tion;

(vii) electoral confirmation as a judge or justice of 

a court in Alaska; or

(viii) municipal office in Alaska; or

(B) by a group seeking to influence the outcome of a

ballot proposition or question in Alaska; and

(2) dues paid in a calendar year to a nonprofit organization 

organized primarily for the purpose of influencing elections in Alaska.

* Sec. 10. The following laws are repealed: AS 43.20.011(a) - (d) and

(f), 43.20.015, 43.20.017, 43.20.021(e), 43.20.030(f) and (g), 43.20.031(a),

(b), and (f) - (h), 43.20.033, 43.20.035, 43.20.036(d) - (i), 43.20.038,

43.20.039, 43.20.040(b)(3) and (6), 43.20.045, 43.20.061, 43.20.160(e),

43.20.215, 43.20.340(4), (7), (13), (14), (16), and (17), and secs. 6 - 11 of 

ch. 22 SLA 1980.

* Sec. 11. AS 43.20.170 and 43.20.180 are repealed.

* Sec. 12. Sections 3 - 6  and 10 of this Act are retroactive to 

January 1, 1979.

* Sec. 13. Sections 9 and 11 of this Act take effect January 1, 1981. 

Sections 1 - 8 ,  10, 12, and 13 of this Act take effect immediately in accor­

dance with AS 01.10.070(c).
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IN THE HOUSE . •. BY THE STATE AFFAIRS COMMITTEE

HOUSE BILL NO. 1042 

IN THE LEGISLATURE OF THE STATE OF ALASKA 

ELEVENTH LEGISLATURE - SECOND SPECIAL SESSION

A BILL

For an Act entitled: "An Act relating to taxes? repealing the Alaska net

income tax on individuals? providing for tax credits

for political contributions and household and dependent 

care servicesj and providing for an effective date."

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

* Section 1. FINDINGS. The legislature finds

(1) Section 1, ch. 22, SLA 1980 afforded complete tax relief to a 

majority of individual taxpayers under the Alaska Net Income Tax Act and 

substantial tax relief to most other taxpayers by means of exemptions based 

on the number of years an individual reported Alaska income. On September 4, 

1980, the Alaska Supreme Court ruled that these exemptions violate the equal 

protection clause of art. I, sec. 1 of the state constitution. The effect of 

that decision is to reimpose the full income tax burden on all taxpayers.

(2) It is in the public interest to remedy the constitutional 

defect and provide tax relief to the public at least equal to that attempted

>y the exemptions in sec. 1, ch. 22, SLA 1980. This can best be accomplished

by repealing the Alaska net income tax on individuals.

(3) Because ch. 22, SLA 1980 applied to taxes due for the tax year 

1979, many taxpayers expected a refund of part or all of their state income 

tax for 1979, and many of them made plans and commitments in anticipation of 

the refund. The state has a moral obligation to fulfill this widely held 

expectation, and this obligation is best discharged by repealing the Alaska 

net income tax on individuals retroactive to January 1, 1979,

* Sec. 2. AS 43.20 is amended by adding new sections to read:
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I

Sec. 43.20.012. INDIVIDUALS; RETURNS FOR TAX CREDITS. The tax im­

posed by this chapter does not apply to individuals. However, an indi­

vidual may file a return under this chapter in order to receive a tax 

credit under AS 43.20.013.

Sec. 43.20.013. INDIVIDUAL TAX CREDITS. (a) A resident individ­

ual is entitled to a tax credit not to exceed $50 for

(1) a contribution made in a calendar year to a person or 

organization for use exclusively

(A) for a political campaign for a candidate for

(i) President or Vice President of the United

States, whether or not the candidate will be voted on in a 

primary election in Alaska;

(ii) United States senator from Alaska;

(iil) United Statet. representative from Alaska;

(iv) governor or lieutenant governor of Alaska;

(v) the Alaska legislature;

(vi) delegate to an Alaska constitutional 

convention;

(vii) electoral confirmation as a judge or justice of 

a court in Alaska; or

(viii) municipal office in Alaska; or

(B) by a group seeking to influence the outcome of a 

ballot proposition or question in Alaska; and

(2) dues paid in a calendar year to a nonprofit organization

organized primarily for the purpose of influencing elections in Alaska.

(b) A resident individual is entitled to a tax credit equal to 16 

percent of the tax credit claimed by the individual on his federal 

income tax return for household and dependent care services necessary 

for his gainful employment.
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(c) The commissioner of revenue shall pay the amount of a tax 

credit allowed by this section to a resident individual who makes a 

return as provided in AS 43.20.012. A credit under this section shall 

be paid in the manner provided in AS ^3.20.030(e) for the payment of 

refunds and payment may not be made without an appropriation for that 

purpose.

Sec. 3. AS 43.20.021(c) is amended to read;

(c) For purposes of calculating the alternative tax on capital 

gains provided for in the provisions of Internal Revenue Code sec. 1201, 

the rate is 4.5 percent for corporations [AND 4 PERCENT FOR INDIVIDUALS 

AND FIDUCIARIES].

Sec. 4. AS 43.20.021(d) is amended to read:

(d) Where a credit allowed under the Internal Revenue Code is also 

allowed in computing Alaska income tax, it is limited to [16 PERCENT FOR 

INDIVIDUALS AND FIDUCIARIES AND] 18 percent for corporations of the 

amount of credit determined for federal income tax purposes which is 

attributable to Alaska.

Sec. 5. AS 43.20.021(f) is amended to read:

(f) For the purpose of calculating the minimum tax on tax prefer­

ences provided for in secs. 56 - 58 of the Internal Revenue Code (26 

U.S.C. secs. 56 - 58), the rate is [16 PERCENT FOR INDIVIDUALS AND] 18 

percent for corporations of the applicable minimum federal tax rate.

Sec. 6. AS 43.20.030(a) is amended to read:

(a) If a [EVERY INDIVIDUAL, FIDUCIARY,] partnership which has a 

corporation as a partner or a [AND] corporation î s required to make a 

return under the provisions of the Internal Revenue Code, it shall at 

the same time file with the department a return setting out

(1) the amount of tax due under this chapter, less credits 

claimed against the tax; and
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(2) other information for the purpose of carrying out the 

provisions of this chapter which the department requires.

* Sec. 7. REFUND OF 1979 AND 1980 INCOME TAXES. (a) An individual is 

entitled to a refund of his Alaska net income taxes paid or withheld after 

December 31, 1978 for all or part of a tax year occurring after December 31,

1978. An individual is also entitled to a refund of his estimated net income 

tax payments made under AS 43.20 after December 31, 1978, for a tax year for 

which he has not filed a year-end return under AS 43.20.030.

(b) A refund under this section may be made only as provided in this

section. Refunds of Alaska net income taxes paid may not be made without an

appropriation for that purpose.

(c) The department shall establish procedures for determining the

amount of and for making the refunds described in (a) of this section.

(d) The commissioner may adopt regulations to implement this section,

and those regulations may be adopted as emergency regulations under AS 44.-

62.040 - 44.62.290.

(e) In this section,

(1) "commissioner" means the commissioner of revenue;

(2) "department" means the Department of Revenue.

* Sec. 8. The provisions of AS 43.05.280 do n<-t apply to refunds made 

under sec. 7 of this Act.

* Sec. 9. AS 43.20.013(a) is amended to read:

(a) A resident individual is entitled to a tax credit not to

exceed $100 [$50] for

(1) a contribution made in a calendar year to a person or 

organization for use exclusively

(A) for a political campaign for a candidate for

(i) President or Vice President of the United 

States, whether or not the candidate will be voted on in a
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primary election in Alaska;

(ii) United States senator from Alaska;

(iii) United States representative from Alaska;

(iv) governor or lieutenant governor of Alaska;

(v; the Alaska legislature;

(vi) delegate to an Alaska constitutional conven­

tion;

(vii) electoral confirmation as a judge or justice of 

a court in Alaska; or

(viii) municipal office in Alaska; or

(B) by a group seeking to influence the outcome of a 

ballot proposition or question in Alaska; and

(2) dues paid in a calendar year to a nonprofit organization

organized primarily for the purpose of influencing elections in Alaska.

* Sec. 1C. The following laws are repealed: AS 43.20.011(a) - (d) and

(f), 43.20.015, 43.20.017, 43.20.021(e), 43.20.030(f) and (g), 43.20.031(a),

(b), and (f) - (h), 43.20.033, 43.20.035, 43.20.036(d) - (i), 43.20.038,

43.20.039, 43.20.040(b)(3) and (6), 43.20.045, 43.20.061, 43.20.160(e),

43.20.215, 43.20.340(4), (7), (13), (14), (16), and (17), and secs. 6 - 11 of 

ch. 22 SUA 1980.

* Sec. 11. AS 43.20.170 and 43.20.180 are repealed.

* Sec. 12. Sections 3 - 6  and 10 of this Act are retroactive to 

January 1, 1979.

* Sec. 13. Sections 9 and 11 of this Act take effect January 1, 1981. 

Sections 1 - 8 ,  10, 12, and 13 of this Act take effect immediately in accor­

dance with AS 01.10.070(c).
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